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Message from the President

Financial Results for the Year Ended March 2016
Consolidated net sales for the year ended March 2016 

increased ¥242 million compared with the previous fiscal year, 

to ¥117,278 million.

In the valve manufacturing business, net sales increased 

¥3,427 million compared with the previous fiscal year, 

to ¥93,579 million. Although affected to some extent 

by distribution inventory adjustments in products for 

building facilities in the Japanese market, demand for use 

in semiconductor manufacturing equipment and industrial 

filters remained strong. In overseas markets, the Company 

saw higher sales, attributable to favorable effects of weaker 

yen exchange rates and the inclusion of sales from a new 

subsidiary in India, Micro Pneumatics Pvt. Ltd.

In the brass bar manufacturing business, net sales 

decreased ¥463 million year-on-year due to a decline in 

the copper market throughout the year ended March 2016, 

impacting the sales prices of brass rods. Net sales in the other 

segment (service-related business) dropped ¥2,721 million 

year-on-year due to the exclusion of the fitness business 

from the scope of consolidation in the previous fiscal year. 

However, this was more than offset by the increase in sales in 

the valve manufacturing business, and overall consolidated 

net sales exceeded the level of the previous fiscal year.

Segment operating income in the valve manufacturing 

business rose ¥877 million compared with the previous fiscal 

year, which was attributable to higher sales of products 

for use in semiconductor manufacturing equipment and 

the impact of a reduction in production costs, despite cost 

increases in software-related expenses associated with 

system development and higher general and administrative 

expenses such as M&A-related expenses. On the other hand, 

operating income in the brass bar manufacturing business 

decreased ¥265 million due to the impact of a decline in the 

Yasuyuki Hotta
President and CEO

Aiming to enhance our corporate 

value by mobilizing the full potential 

of the KITZ Group 
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copper market, and operating income in the other segment 

(service-related business) declined ¥156 million year-on-year 

due to the exclusion of the fitness business from the scope of 

consolidation in the previous fiscal year. These decreases were 

offset by the increase in earnings in the valve manufacturing 

business, and overall consolidated operating income increased 

¥358 million compared with the previous fiscal year, to ¥7,245 

million.

General Review of the Second Phase of the Medium-

Term Management Plan
Although we have achieved higher revenues and earnings in 

FY2015 compared with the previous fiscal year, unfortunately 

we were unable to meet the targets for the second phase of 

the Medium-Term Management Plan (FY2013-FY2015). 

Looking at a comparison of the final year of the second 

phase (FY2015), net sales fell ¥25.7 billion yen, or 18%, short 

of the target and operating income fell ¥4.3 billion, or 37.5%, 

below the target. This reflects the impact of results that were 

not achieved in the mainstay valve manufacturing business, 

with net sales falling ¥17.8 billion, or 16.0%, short of the target 

and operating income ¥3.5 billion, or 25.6%, below the target.

In the valve manufacturing business, actual demand 

failed to gain strength to the level expected when the plan 

was formulated three years ago. In the Japanese market for 

building facilities, there was a series of unsuccessful bids for 

public works due primarily to the labor shortage, and delivery 

times for valves were postponed in construction projects that 

were underway. In overseas markets, economies continued to 

be confronted by harsh conditions as the slowing of economic 

growth in China led to global economic sluggishness, 

intensified competition and price declines, while a sharp fall 

in crude oil prices resulted in a significant decrease in capital 

investments of energy-related companies.

Strategic Initiatives to Achieve Medium-to-Long-Term 

Growth
Although the numerical targets were not met, we actively 

promoted the reorganization of our businesses by acquiring 

Micro Pneumatics Pvt. Ltd. in India, Metalúrgica Golden 

Art’s Ltda. in Brazil and Hokutoh Giken Kogyo Corporation 

in Japan, while selling shares of KITZ Wellness Co., Ltd. and 

implementing the external sale of the insurance agency 

business of KITZ G&I Co., Ltd. We also formed an alliance 

with the GIVA Group in Italy and TOA Valve Engineering Inc. 

(listed on the Second Section of the Tokyo Stock Exchange). 

Furthermore, we established a production system by materials 

in domestic plants and achieved functional enhancement 

through the transfer of the location of our Tokyo Branch (sales 

department) from Mihama-ku in Chiba city to Nihombashi, 

Chuo-ku, in Tokyo. In the new business segment, our 
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ultrahigh-pressure ball valves for hydrogen stations attracted 

attention. Furthermore, progress was made regarding 

preparations for entry into the aquaculture market. Through 

such measures, we are confident that we have set the stage 

for achieving medium-to-long-term growth. 

Third Phase of the Medium-Term Management Plan 
In light of the actual performance in the second phase of the 

medium-term management plan and changes in the market 

environment, we reformulated the third phase of the Medium-

Term Management Plan (FY2016-FY2018). As the sluggishness 

— Basic Policy —

1. Concentrate management resources in the focused market fields (Building Facility, Petrochemistry and General 
Chemistry, and Clean Energy) where we can make use of our advantages. Introduce new products and concentrate 
capital/R&D investment in those fields. Strengthen the Company-wide strategic implementation structure by 
following the PDCA cycle of prioritized measures.

2. Improve costs through global procurement, self-manufacture and increasing productivity. Aggressively make capital 
investments which generate profit. Reorganize the business and eliminate waste. Aim for thorough implementation 
of the profit/cash flow-oriented policy and a further increase in shareholder value by improving ROE.

3. Through the above initiatives, aim to achieve operating income of 10 billion yen or more in fiscal 2018 and a 
record-high profit in fiscal 2020.

4. As a means to enhance shareholder returns, we have set a target consolidated dividend payout ratio of 25% and 
will take a proactive stance for the acquisition of treasury stock.

— Three Strategic Pillars —

1. Narrow down the focused market fields and focused regions and seek to expand the Group’s market share 
through the introduction of new specialized products and the reinforcement of multifunctionalization.
a) Focused areas: Building Facility, Petrochemistry and General Chemistry, and Clean Energy (hydrogen and LNG)
b) Focused regions: Focus on Japan + three Regional HQs, two hub markets*1 (particularly, ASEAN and Americas) and 

reinforce multifunctionalization: Sales, Marketing, Engineering, Stock Maintenance and Service
*1 Three Regional HQs: Europe, Americas and ASEAN       Two hub markets: China and India

2. Promote business strategies by strengthening the dual-point focus of the management of the “organization” and 
“products” based on the matrix structure consisting of vertical elements (organization by functions) and 
horizontal elements (Company-wide organization). 
a) Management of the organization: Ensure the management of the progress in the execution of key measures by the 

existing organization and the thorough implementation of the PDCA cycle, and through strengthening the function 
and authority of the Business Planning Dept. 

b) Management of products: Implement product management by newly establishing the Product Management Center 
to launch product groups that are strategically necessary in a timely and expeditious manner based on 
comprehensive marketing in the focused market fields.

3. Expand sales and profit by improving global cost competitiveness and by utilizing existing resources with 
economy and thoroughly.
a) Seek to achieve significant cost improvement through the enhancement of the cost improvement promotion system 

that is anchored by the Production Head Office and through global procurement, self-manufacture and 
improvement of productivity. 

b) Newly establish the Engineering Center to improve the profitability of special order products.

in the economies in China and other emerging counties 

and low crude oil prices are expected to persist over a long 

period of time, not ending after a single year, it would not be 

possible to expect significant growth in sales by any economic 

expansion. Accordingly, the KITZ Group will seek to expand 

our product lineup through new product development and 

alliances with other manufacturers, proactively consider M&A 

projects and aim to develop new customers and new markets.

As a means to enhance shareholder returns, we will take a 

proactive stance for the acquisition of treasury stock.
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Revision of Targets of the Long-Term Management Plan
Since formulating “KITZ Global Vision 2020” in 2010, we have 

been developing measures for achieving numerical targets 

based on the expectation of an economic recovery from the 

aftermath of the Lehman Shock. However, looking at the 

subsequent developments in the business environment, 

the significant effects of slowing Chinese economic growth 

have caused stagnation not only in China but also in other 

emerging economies, while capital investments of energy-

related companies have been cut back due to the sharp 

drop in crude oil prices. In Japan, while demand for products 

related to building facilities for the 2020 Tokyo Olympic and 

Paralympic Games is anticipated, the prospects for corporate 

performance are uncertain on the back of the stagnant 

global economy, and we cannot expect aggressive capital 

investments. In light of the above factors, we have changed 

our focus from the expansion of our business scale to steady 

profit growth based on the judgment that it is extremely 

unlikely to have an optimistic outlook for future business 

results.

In the future, the entire KITZ Group will work toward 

achieving the third phase of the medium-term management 

plan and revised targets set for fiscal 2020 with the aim of 

further raising corporate value. We ask for your continued 

support.
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Message from the CFO

Reforms in Business Structure and Concentration of 

Management Resources
The KITZ Group had been expanding our business domains 

other than the core valve manufacturing business with an eye 

to the diversification of operations. However, in view of the 

sluggish Japanese economy and globalizing competition, the 

decision was made to concentrate management resources 

on the valve manufacturing business and the business of 

manufacturing brass bars, a valve material. On this basis, the 

restructuring of businesses is currently underway.

In recent years, the KITZ Group has transferred the fitness 

business and the insurance agency business to external 

parties and reorganized its production bases in Japan. At the 

same time, the Group has added valve manufacturing and 

sales companies in India and Brazil through M&A. We are now 

seeking to reduce production costs, develop overseas markets 

and carry out production at optimal sites. The Group is also 

expanding market fields and overseas sales of our micro filter 

business and operations around our main businesses such as 

those related to land aquaculture.

The KITZ Group has adopted the basic policy of limiting 

capital investment and funds for M&A activities within the 

scope of cash flows provided from operating activities. 

However, we will also consider the optimal financing method 

at the relevant point when significant funds are needed for 

M&A activities and other operations.

In FY2015, the KITZ Group could almost cover capital 

expenditure of the valve manufacturing business and brass bar 

manufacturing business, the development cost of the technical 

information management system and M&A related expense for 

the acquisition of a Brazilian valve manufacturer by cash flows 

provided from operating activities of a single year.

Fund Efficiency Improvement and Financing
KITZ Group companies manage their surplus funds on a daily 

basis within the Group through the Cash Management System 

(CMS) in Japan. The Company and Group companies overseas 

are putting surplus funds to practical use in the same currency 

and managing funds in ways that keep credits and debts in 

balance, in principle.

The Company is also focusing on the cutback of funds on 

hand to reduce interest-bearing liabilities. The Company has 

signed a specified line of credit (commitment line) agreement 

for short-term borrowings totaling ¥4,000 million with its 

respective relationship banks to prepare for unexpected 

demand for funds.

Regarding the procurement of medium- and long-

term funds, the Company is maintaining good relationships 

with the respective banks where it holds accounts. In the 

meantime, the Company is also raising funds through 

corporate bonds offered for public subscription, keeping 

financing from capital markets in mind. With respect to the 

issuance of corporate bonds offered for public subscription, 

the Company is using the advance issuance registration 

system to make flexible financing possible. In the fiscal year 

ended March 31, 2016, the Company set the total issuance 

limit at ¥20,000 million and acquired an A- rating from Rating 

and Investment Information, Inc. (R&I). The Company used 

this system for the redemption of corporate bonds offered for 

public subscription on the second occasion in December 2015, 

totaling ¥6,000 million (redeemable in five years), and issued 

corporate bonds offered for public subscription amounting 

to ¥10,000 million (redeemable in seven years) on the third 

occasion. In connection with the third issuance of corporate 

bonds for public subscription, the Company acquired an A- 

Taro Kimura
Executive Officer and Deputy Division Manager, Corporate Administration Division

We will work toward sustainable profit growth 

and the improvement of capital efficiency, 

aiming to create a stronger financial standing 

and the enhancement of shareholder returns.
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rating once again from two companies, R&I and Japan Credit 

Rating Agency, Ltd. (JCR).

Consolidated interest-bearing liabilities at the end 

of March 2016 totaled ¥25,000 million. The debt-equity 

ratio came to 0.33 times and net interest-bearing liabilities 

excluding cash on hand and deposits amounted to ¥10,300 

million yen.

Strengthening Financial Standing and Shareholder 

Returns
The KITZ Group considers it essential to strengthen its financial 

standing to execute new growth strategies for enhancing 

corporate value and preparing for losses, such as goodwill 

impairment incurred due to large-scale M&A, damage resulting 

from a major natural disaster and geopolitical risks. For these 

purposes, the Group will work to increase shareholders’ equity 

by continuing to retain reasonable profits.

Consolidated shareholders’ equity at the end of March 

2016 excluding non-controlling interests amounted to ¥70,800 

million, up ¥3,000 million from the end of the previous fiscal 

year. The equity ratio incorporating total accumulated other 

comprehensive income came to 62.9%.

The Company positions returning profits to shareholders 

as one of the highest priorities. The Company considers that a 

dividend payout ratio of about 25% of net income attributable 

to owners of the parent as a desirable level for cash dividends 

with consideration given to their consistency and stability. 

The Company aimed to distribute approximately one-third of 

net income attributable to the owners of the parent as a total 

payout ratio, including the purchase of treasury stock.

The Company paid ¥13 per share as cash dividends for the 

year ended March 2016. The dividend payout ratio came to 

28.6%. Same as FY2014, the Company acquired 1 million of 

its own shares as treasury stock in FY2015, bringing the total 

payout ratio to 38.8%.

Regarding the treasury stock owned, the Company 

cancelled 10 million shares in February 2016. As a result, the 

number of treasury shares in its possession fell to 3.18 million 

at the end of March 2016. On the occasion of developing 

the third phase of the medium-term management plan, the 

Company has decided to raise its total return ratio target 

from around one third to return more profits to shareholders 

by acquiring treasury stock more aggressively. Based on this 

policy, the Company decided to acquire 2.4 million shares of 

treasury stock (upper limit of  ¥1,200 million) in May 2016.

The Company also recognizes return on equity (ROE) 

as one of the key management indexes. The Company will 

work to maintain profit growth by improving management 

efficiency through the concentration of management 

resources and expanding businesses. At the same time, the 

Company will make efforts such as the acquisition of treasury 

stock. The Company has resolved to address the improvement 

of capital efficiency, aiming to raise ROE from the current level 

of 6.6% to 9% in FY2020 and to 10% in the near future.
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