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Financial Results for the Year Ended March 31, 2017 

(FY2016)

Consolidated net sales in FY2016 decreased ¥3,177 million 

from the previous fi scal year to ¥114,101 million. In the valve 

manufacturing business, net sales decreased ¥1,812 million 

compared with the previous year to ¥91,766 million. In the 

domestic market, we posted higher sales thanks to an increase 

in deliveries for periodic maintenance projects at existing 

plants and to favorable sales for semiconductor manufac-

turing equipment. In overseas markets, however, sales were 

aff ected by curtailments in capital investments due to slug-

gish crude oil prices and the impact of the appreciation of 

the yen. 

 In the brass bar manufacturing business, net sales 

decreased ¥1,224 million from the previous year to ¥19,333 

million. During the fi scal year, the copper market, which 

aff ects sales prices, declined from the previous year and sales 

volume also decreased. Net sales in the other segment 

(service-related business) decreased ¥139 million compared 

with the previous year to ¥3,002 million.

 In contrast, operating income increased sharply. Segment 

operating income in the valve manufacturing business 

increased ¥1,059 million compared with the previous year to 

¥11,444 million, owing to the eff ects of reduced production 

costs as well as to low raw materials prices and a reduction in 

procurement costs for products manufactured overseas due to 

One Year in the KITZ Group

Announced the third phase of the 

Medium-Term Management Plan 

(FY2016-FY2018) and the revision of 

targets of the KITZ Global Vision 2020 

long-term management plan.

KITZ Metal Works Corporation (brass 

bar manufacturing) constructed and 

commenced production at a new 

forging plant.

Introduced a stock compensation 

plan for Directors and Executive 

Officers.

KITZ Corporation of Asia Pacific Pte. 

Ltd., our regional headquarters for 

the ASEAN member countries, 

opened a representative office in 

Vietnam.

Published the 

integrated 

report 

Corporate 

Report 2016.

Acquired 2,298,500 treasury shares in 

accordance with the basic policies of 

the third phase of the Medium-Term 

Management Plan.

Established KITZ Corporation of 

Korea, a sales subsidiary in Korea.

Yasuyuki Hotta
President and CEO

Aiming to enhance our corporate value 

by mobilizing the full potential of the 

KITZ Group

The KITZ Group exhibited for the first 

time at Rio Oil & Gas Expo held in 

Brazil.

Message from the President

To Our Stakeholders
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the appreciation of the yen. 

 Segment operating income in brass bar manufacturing 

amounted to ¥831 million, marking a return to the black after 

an operating loss of ¥16 million in the previous year. This 

turnaround was due to increased productivity resulting from 

improvements on production lines in addition to securing 

a constant profi t margin as the copper market trended 

stably. Operating income in the other segment (service-

related business) decreased ¥15 million compared with the 

previous fi scal year. Overall consolidated operating income 

increased ¥1,683 million compared with the previous year to 

¥8,929 million and ordinary income increased ¥1,498 million 

from the previous fi scal year to ¥8,799 million. 

 During the fi scal year, we sold a portion of our cross-held 

stocks and recorded extraordinary income of ¥2,097 million. 

Alternatively, we recorded an extraordinary loss of ¥3,756 

million due to the transfer to a third party of trust benefi ciary 

rights set up for Head Offi  ce real estate for the purpose of 

achieving sound fi nances. Regarding corporate taxes, 

we posted refunded taxes of ¥622 million following the con-

clusion of a Japan-U.S. mutual agreement concerning ¥716 

million recorded in FY2013 as a prior period tax adjustment 

for a transfer pricing arrangement as a result of a tax audit. 

Due to these factors, net income attributable to owners of 

the parent increased ¥484 million from the previous year to 

¥5,400 million.

Progress of the Third Phase of the Medium-Term 

Management Plan and the FY2017 Management Plan

We have set the numerical targets of net sales of ¥120,000 

million and operating income of ¥10,000 million for FY2018, 

the fi nal year of the management plan. For the third phase 

of the management plan that commenced in FY2016, we 

factored in expectations of sluggish crude oil prices and pro-

longed stagnation in the economies of China and emerging 

countries. In view of this outlook, we have shifted our orienta-

tion from the expansion of our business scale to steady 

profi t growth. In FY2016, despite lower revenues, we posted a 

large increase in operating income. Both sales and profi ts also 

exceeded the fi rst-year numerical targets of the third phase of 

the Medium-Term Management Plan.

 Looking ahead to FY2017, there are no signs of improve-

ment in overseas markets. In the domestic market, despite 

an expected upswing in demand for redevelopment projects 

in the Tokyo metropolitan area starting in the last half of the 

fi scal year, there is little likelihood of a favorable change of the 

business environment. 

 Over the past several years we have sustained profi t 

increases even amid persistently harsh circumstances where 

achieving growth in sales is diffi  cult. Operating income for 

FY2016 has approached our FY2017 initial target for the third 

phase of the Medium-Term Management Plan. In FY2017, we 

will strive to attain the operating income target for FY2018, 

one year ahead of schedule. The raw materials market is 

trending upward and this pushes down profi ts in our valve 

manufacturing business. Nevertheless, we aim to achieve 

operating income of ¥10,000 million through price revisions 

(price increases) in the domestic market made for some of our 

products in May 2017 and by working to realize further manu-

facturing cost reductions.

Previous President and CEO (currently 

Adviser) Kimio Kobayashi received 

the Minister of Health, Labour and 

Welfare Award for his achievements 

in the spread and development of 

water supply systems.

KITZ SCT Corporation 

(semiconductors) 

announced the 

construction of a 

new dedicated plant 

for system products.

KITZ Micro Filter Corporation 

acquired 51% of the shares of Filcore 

Co., Ltd., a Korean manufacturer of 

hollow fiber membranes.

Established Nomination Committee 

and Executive Compensation 

Committee to strengthen corporate 

governance.

Carried out a review of the 

significance and rationality of 

cross-held stocks and announced the 

sale of investment securities.

Commenced operation of a 

multifunctional base in China aimed 

at further expanding sales.

Announced the acquisition 

of 5 million treasury shares 

(with an upper limit of 

¥3,500 million).

Established and transferred trust 

beneficiary rights for Head Office 

real estate.

Announced a 

revision of 

sales prices in 

the domestic 

market.
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Net sales

Operating income

Ordinary income

Net income attributable to 
owners of the parent

Operating income to net sales

Overseas sales ratio

ROE

Equity ratio

111,500

8,000

7,700

5,000

7.2 %

31.8 %

6.6 %

63.9 %

114,101

8,929

8,799

5,400

7.8 %

29.7 %

7.3 %

61.9 %

115,000

9,000

8,700

5,700

7.8 %

32.7 %

7.2 %

64.7 %

120,000

10,000

9,700

6,300

8.3 %

34.2 %

7.7 %

64.0 %

117,000

10,000

9,700

6,300

8.5 %

29.1 %

8.5 %

64.1 %

Valve manufacturing

Brass bar manufacturing

Other

92,000

16,400

3,100

91,766

19,333

3,002

95,000

16,500

3,500

100,000

16,500

3,500

94,000

20,000

3,000

Valve manufacturing

Brass bar manufacturing

Other

11,000

250

100

11,444

831

59

11,900

350

150

13,150

100

150

13,000

400

50

Initial Plan Results

FY2016 FY2017

Initial Plan Revised Plan Initial Plan

FY2018

Net sales by segments

Operating income by segments

Targets (FY2016-FY2018) (Millions of yen)

policy of vigorously promoting the development of new prod-

ucts matched to customer needs. In April 2017, we established 

the Future Business (FB) Planning Department within PMC. 

This new department will undertake medium- and long-range 

marketing, new product planning and R&D that encompasses 

basic research. The department will consider how we can 

enter fi elds expected to grow in the future by leveraging the 

KITZ Group’s strengths and incorporating other new elements. 

Looking ahead, we are hoping to introduce KITZ’s human 

capital and other resources not only in high-quality manufac-

turing, which is our forte, but also for initiatives focused on 

providing solutions and services.

 In the brass bar manufacturing business as well, we con-

structed a new forging plant at KITZ Metal Works Corporation 

to integrate the KITZ Group’s brass cutting/forging processes. 

The new plant commenced operation in May 2016.

 To further enhance production effi  ciency, we are pro-

moting the renovation of aging existing facilities and are 

consolidating production lines. Although this means we will 

be making large-scale capital investments spanning multiple 

years, we will steadily progress with these projects from a 

medium- and long-term perspective. 

Toward the Attainment of “KITZ Global Vision 2020” 

Long-Term Management Plan

Under the “KITZ Global Vision 2020” Long-Term Management 

Plan, we have set the target of attaining record-high operating 

income of ¥12,500 million (surpassing the previous high of 

¥11,615 million in FY2007) in FY2020. To achieve this target 

we have designated building facility, petrochemistry and gen-

eral chemistry, and clean energy (hydrogen and LNG), which 

are fi elds where we can leverage our strengths, as focused 

market fi elds and will concentrate the allocation of resources 

on these fi elds. 

 To expand sales in an environment where increasing sales 

of existing products is diffi  cult, KITZ must quickly introduce 

new products needed by customers. For this purpose, in April 

2016 we established the Product Management Center (PMC) 

as a new organization. Within PMC, we established busi-

ness promotion departments to handle the respective three 

focused market fi elds. As the execution organization for prod-

uct management, PMC will carry out activities that include 

quickly and expeditiously performing functions from market 

surveys to development and launch of product lines based on 

strategies for each of the focused markets. PMC will pursue a 
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Enhancing Corporate Governance

KITZ’s corporate philosophy is pursuing sustainable improve-

ment of its corporate value by providing creative and 

high-quality products and services. As a company having 

social responsibility, the Company works to achieve manage-

ment in consideration of all its stakeholders. To achieve sound 

and highly transparent management, the Company takes a 

variety of steps to enhance its corporate governance.

 In FY2016, the Board of Directors conducted a survey of 

Directors and Audit & Supervisory Board Members on the 

eff ectiveness of the Board of Directors and discussed issues 

to improve eff ectiveness based on the results of the survey. 

KITZ also established the Executive Compensation Committee, 

which consists of a majority of Outside Directors and discusses 

policies and details concerning executive compensation, 

and the Nomination Committee, which also has a majority of 

Outside Directors and selects candidates for Director, Auditor 

and Executive Offi  cer from diverse perspectives.

 With the aim of raising awareness for contributing to 

medium-and long-term improvements in business results 

and an increase in corporate value, in FY2016 we introduced 

a stock compensation plan for Directors (excluding Outside 

Directors) and Executive Offi  cers. 

 In June 2017, KITZ added one Outside Director and 

as a result the six-person Board of Directors now includes 

three Outside Directors. KITZ has formulated the “Criteria 

for Determining the Independence of Outside Directors.” All 

Outside Directors satisfy the independence criteria prescribed 

and also satisfy the criteria of the “Independence Standards 

for Outside Directors” prescribed by the Tokyo Stock Exchange. 

The Company registers its independent directors with the 

Tokyo Stock Exchange.

Evolving to Become a Truly Global Company

Having commenced operations in 1951 as the Kitazawa 

Factory, KITZ marked a notable milestone in 2016 when it cel-

ebrated its 65th anniversary. The Company set sail with just 

12 employees and its operation resembled a town workshop 

rather than a company. Today, KITZ has grown to become a 

corporate group with 33 subsidiaries and over 4,500 employ-

ees. The Company has also actively moved forward with 

wide-ranging globalization with bases in 12 countries, and its 

employees outside Japan account for more than 50% of the 

employees in the entire Group. In working toward “evolving 

to become a truly global company,” KITZ is striving to cultivate 

human resources capable of thinking with a global viewpoint 

while creating an environment that enables each employee to 

demonstrate his or her abilities to the maximum extent pos-

sible, irrespective of gender, age and nationality. Additionally, 

KITZ believes that promoting the active participation of 

women is essential for ensuring its ongoing and ever-evolving 

existence for many years into the future. Acting on this belief, 

KITZ is establishing personnel systems that enable women to 

build careers as company employees who work with a sense 

of fulfi llment as they execute their job responsibilities while 

choosing and pursuing diverse lifestyles in accordance with 

changes in various stages of their personal lives, including 

child care.

Toward a New Chapter in Our History

During the past year when we marked the milestone of our 

65th anniversary, we held commemorative events at our all 

our business sites in Japan. These events enabled employ-

ees to refl ect back on the course of the Company’s history 

from the time of our founding to the present and to consider 

the pursuit of a new growth trajectory while also allowing 

employees to deepen their sense of mutual solidarity and 

strengthen communications. As a result, everyone got off  

to a fresh start bound by a single spirit as we stride toward 

our 70th anniversary, which is our next milestone, as well as 

toward 10 and 20 years into the future. 

 We will cherish our 65-year history and continue to 

achieve growth as we write a new chapter in KITZ’s history. 

In working toward our objectives, I ask for your continued 

support. 
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Reforms in the Business Structure and Concentration 

of Management Resources

Amid the ongoing globalization of business competition, the 

KITZ Group decided to concentrate management resources on 

the valve manufacturing business and the business of manu-

facturing brass bars, a valve material, and has proceeded with 

the restructuring of its businesses. 

 In recent years, the KITZ Group has transferred the fi t-

ness business and the insurance agency business to external 

parties and reorganized its production bases in Japan. At the 

same time, the Group has acquired valve manufacturers in 

India and Brazil through M&A. We are currently striving to 

reduce manufacturing costs, develop overseas markets and 

carry out production at optimal sites. Moreover, in working 

to expand its fi lter business, the Group is also focusing on 

growing its business in peripheral fi elds of its main businesses. 

These eff orts included acquisition of a Korean manufacturer of 

hollow fi ber membranes. 

 The KITZ Group has adopted the basic policy of limit-

ing capital investment and funds for M&A activities within 

the scope of cash fl ows provided from operating activities. 

However, we will also consider the optimal fi nancing method 

for large-scale M&A activities. In FY2016, the KITZ Group could 

cover capital expenditures of the valve manufacturing busi-

ness and brass bar manufacturing business, the development 

cost of the product lifecycle management system and core 

system through cash fl ows provided from operating activities 

for a single year.

Building a Global Business Management Structure 

The KITZ Group is working to build a global production and 

sales network under the banner “evolving to become a truly 

global company” as articulated in the KITZ Global Vision 2020 

long-term management plan. In recent years, KITZ has devel-

oped multi-functional overseas bases while actively pursuing 

overseas M&A. Under these circumstances, strengthening 

the business management of overseas Group companies is 

becoming an increasingly crucial issue. Accordingly, we will 

promote the further “visualization” of business conditions 

and issues at each company, strengthening and assuring the 

stability of our consolidated fi nancial structure, ascertaining 

and preparing to respond to future risk, and strengthening the 

Group’s internal fund management. 

Fund Effi  ciency 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 specifi ed line of credit (commitment line) agree-

ment 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 September 

2015, the Company procured funds from capital markets when 

it issued corporate bonds for public subscription amounting 

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

occasion (acquired an A- rating from Rating and Investment 

Kenji Katsuragi
Executive Officer and Deputy Division Manager, Corporate Administration Division

We will work toward sustainable profi t growth 

and the improvement of capital effi  ciency, 

aiming to create a stronger fi nancial standing 

and the enhancement of shareholder returns.

Message from the CFO
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Information, Inc. (R&I)). In preparation for bond issuances in the 

future, in October 2016 the Company made a registration for a 

total issuance limit of ¥20,000 million for the issue of new cor-

porate bonds and acquired the same A- rating from R&I. To fur-

ther raise trust as a long-term issuer, we have obtained a rating 

from Japan Credit Rating Agency, Ltd. (JCR) and in June 2017 

this rating was raised from the previous A- to A. 

Sound Financial Standing 

The KITZ Group considers it essential to strengthen its fi nan-

cial 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 result-

ing from a major natural disaster and geopolitical risks. For 

these purposes, the Group will work to increase shareholders’ 

equity by continuing to retain reasonable profi ts.

 Consolidated shareholders’ equity at the end of March 

2017 excluding non-controlling interests amounted to 

¥71,046 million, up ¥170 million from the end of the previous 

fi scal year. The equity ratio incorporating total accumulated 

other comprehensive income came to 61.9%.

 In accordance with the Corporate Governance Code, we 

re-evaluated the signifi cance of our shareholdings and sold a 

portion or all of our 29 investment securities holdings and by 

doing so recorded extraordinary income of ¥2,097 million. On 

the other hand, we recorded an extraordinary loss (impairment 

loss) of ¥3,598 million. This was due to the issue and transfer 

of trust benefi ciary rights for and the lease back of Head Offi  ce 

real estate to eliminate the divergence between book value 

and market value with the aim of achieving sound fi nances.

Enhancing Shareholder Returns

The Company positions returning profi ts to shareholders as 

one of its 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 paid ¥13 per share as cash dividends for the 

year ended March 2017. The dividend payout ratio came 

to 25.3%. The Company has aimed for a consolidated total 

return ratio of around one third of net income attributable to 

owners of the parent. However, in the third phase of its medi-

um-term management plan the Company intends to return 

more profi ts to shareholders by acquiring treasury stock more 

aggressively. Based on this policy, the Company acquired 

2,298,500 shares of treasury stock from June through July 

2016. Furthermore, in February 2017, the Company decided 

to acquire 5 million treasury shares (with an upper limit of 

¥3,500 million) using funds from the sale of cross-held stocks 

and completed the acquisition of 3,180,800 shares of treasury 

stock by the end of March 2017. As a result, the consolidated 

total return ratio was 92.5%.

 The Company also recognizes return on equity (ROE) as 

one of the key management indexes. The Company will work 

to maintain profi t growth by improving management effi  -

ciency through the concentration of management resources 

and expanding businesses. At the same time, the Company 

will make eff orts such as the acquisition of treasury stock. The 

Company has resolved to address the improvement of capital 

effi  ciency, aiming to raise ROE from the current level of 7.3% 

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