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One Year in the KITZ Group

Completed acquisition of 

1,367,200 treasury shares.

The CLESTEC Series super-high-

pressure ball valves for 

hydrogen stations win the 

Excellence in 15th 

Environmental 

and Equipment 

Design Award.

Changed the number of Outside Directors 

to three, which makes up half of the six 

Directors on the Board of Directors.

Published the 

integrated 

report 

Corporate 

Report 2017.

KITZ Corporation of Asia Pacific 

Pte. Ltd. opens representative 

office in the Philippines.

Briefing held for individual 

investors.

April May

June 

July
August

August
Exhibited for the first time at 

Gastech Japan 2017.

April

Message from the President

To Our Stakeholders

Yasuyuki Hotta
President and CEO

Aiming to enhance our corporate value 

by mobilizing the full potential of the 

KITZ Group

Corporate Report 2018

This year marks the third time KITZ Corporation has issued the 

Corporate Report after beginning in 2016. The report system-

atically integrates fi nancial and non-fi nancial information, and 

is designed as a communication tool to increase understand-

ing in particular of the KITZ Group’s management strategy and 

growth potential. 

 The report references the framework presented by the 

International Integrated Reporting Council (IIRC) and is 

comprised of content relating to the KITZ Group’s value 

creation over the short, medium and long terms by way of 

unique stories. 

 KITZ uses the Corporate Report as a tool to interact with 

shareholders, investors and all other stakeholders, and will 

continue striving to further enhance corporate value. 

KITZ Group Vision

Based on our Corporate Mission to continually enrich our cor-

porate value by off ering originality and quality in all products 

and services, KITZ has formulated an Action Guide known as 

“Do it KITZ Way,” which comprises “Do it True” (sincerity and 

truth), “Do it Now” (speed and timeliness) and “Do it New” 

(creativity and challenges). In order to realize these ideals, we 

will fi rst ensure that each employee understands and puts 

KITZ SCT Corporation (semiconductors) 

starts operation of a new dedicated plant 

for system products.

June 
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Engineering Department 

established at KITZ 

(Thailand) Ltd.

Metalúrgica Golden Art’s Ltda. 

wins Best Brazil Brand Award 

(Valve sector) for five 

consecutive years.

Marked 25 years after 

changing the company 

name from Kitazawa Valve 

Co. Ltd to KITZ Corporation.

Completed acquisition of 

2,693,100 million treasury 

shares.

Construction completed at 

the Nagasaka Plant of 

hydrogen stations that use 

compact package units.

September

September

October

February

April

them into practice. We will also further enhance compliance 

by strengthening our internal control and legal compliance 

systems to become a company that garners even higher levels 

of trust. 

 We will also look to nurture competitive human resources 

with a worldview and knowledge, skills and education at a 

global standard level. To outstrip the global competition, we 

will promote the delegation of authority and clarify respon-

sibilities to enable swift decision-making. By shortening lead 

times and improving yields, we seek to bolster productivity 

to the extent possible, while increasing the quality not only 

of our products but also our sales, services and other activi-

ties as a means to quickly satisfy levels of quality demanded 

by customers. KITZ will operate its business based on these 

concepts. 

Financial Results for the Year Ended March 31, 2018 

(FY2017)

Consolidated net sales in FY2017 increased by ¥10,464 million 

from the previous fi scal year to ¥124,566 million on the back 

of sales growth in the valve manufacturing business and brass 

bar manufacturing business. 

 In the valve manufacturing business, demand was strong 

for semiconductor manufacturing equipment and building 

facilities in the domestic market. In overseas markets, sales 

for semiconductor manufacturing equipment increased in 

Asia while oil-related capital investment remained low. As 

a result, net sales increased by ¥6,396 million year on year to 

¥98,162 million. 

 In the brass bar manufacturing business, net sales 

increased by ¥4,202 million to ¥23,535 million due primarily 

to a signifi cant year-on-year rise in raw material market prices, 

which impacted sales prices. 

 Operating income also increased considerably. Segment 

operating income in the valve manufacturing business 

increased by ¥1,354 million compared with the previous fi scal 

year to ¥12,798 million owing mainly to the eff ects of eff orts 

to enhance profi tability and reduce costs in line with revised 

sales prices in Japan and of growth in sales for semiconductor 

manufacturing equipment, despite an increase in production 

costs following higher raw material prices. 

 Segment operating income in the brass bar manufactur-

ing business amounted to ¥699 million, down ¥132 million 

year on year. Overall consolidated operating income increased 

by ¥1,188 million year on year to ¥10,117 million thanks to the 

contribution from enhanced profi ts in the valve manufactur-

ing business. This was the fi rst time we exceeded the ¥10 bil-

lion mark in operating income in 10 fi scal years since FY2007. 

 Ordinary income stood at ¥9,733 million, up ¥934 million 

in year-on-year terms. Net income attributable to owners of 

the parent increased by ¥1,117 million from the previous fi scal 

year to ¥6,518 million. This was due in part to the absence of 

extraordinary loss (impairment loss) associated with the trans-

fer of trust benefi ciary rights for real estate, which amounted 

to ¥3,598 million in the previous fi scal year, and to the record-

ing of gains on sales of investment securities following the 

sale of a portion of our cross-held stocks during the fi scal year.

Korean industrial butterfly valve 

manufacturer Cephas Pipelines 

Corp. joined the KITZ Group.

April

Announced a 

revision of sales 

prices in the 

domestic market.

April

KITZ Hong Kong Company 

Limited, a sales base in Hong 

Kong, starts operations

January
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FY2016 FY2017 FY2018

Initial Plan Results Initial Plan Revised Plan Results Initial Plan Revised Plan

Net sales ▶ 111,500 ▶ 114,101 ▶ 115,000 ▶ 117,000 ▶ 124,566 ▶ 120,000 ▶ 132,000

Operating income ▶ 8,000 ▶ 8,929 ▶ 9,000 ▶ 10,000 ▶ 10,117 ▶ 10,000 ▶ 11,200

Ordinary income ▶ 7,700 ▶ 8,799 ▶ 8,700 ▶ 9,700 ▶ 9,733 ▶ 9,700 ▶ 10,900

Net income attributable to  owners of 
the parent

▶ 5,000 ▶ 5,400 ▶ 5,700 ▶ 6,300 ▶ 6,518 ▶ 6,300 ▶ 7,100

Operating income to net sales ▶ 7.2% ▶ 7.8% ▶ 7.8% ▶ 8.5% ▶ 8.1% ▶ 8.3% ▶ 8.5%

Overseas sales ratio ▶ 31.8% ▶ 29.7% ▶ 32.7% ▶ 29.1% ▶ 27.9% ▶ 34.2% ▶ 29.8%

ROE ▶ 6.6% ▶ 7.3% ▶ 7.2% ▶ 8.5% ▶ 8.7% ▶ 7.7% ▶ 9.1%

Equity ratio ▶ 63.9% ▶ 61.9% ▶ 64.7% ▶ 64.1% ▶ 56.8% ▶ 64.0% ▶ 58.8%

 Net sales by segments

Valve manufacturing ▶ 92,000 ▶ 91,766 ▶ 95,000 ▶ 94,000 ▶ 98,162 ▶ 100,000 ▶ 105,000

Brass bar manufacturing ▶ 16,400 ▶ 19,333 ▶ 16,500 ▶ 20,000 ▶ 23,535 ▶ 16,500 ▶ 24,000

Other ▶ 3,100 ▶ 3,002 ▶ 3,500 ▶ 3,000 ▶ 2,867 ▶ 3,500 ▶ 3,000

 Operating income by segments

Valve manufacturing ▶ 11,000 ▶ 11,444 ▶ 11,900 ▶ 13,000 ▶ 12,798 ▶ 13,150 ▶ 13,900

Brass bar manufacturing ▶ 250 ▶ 831 ▶ 350 ▶ 400 ▶ 699 ▶ 100 ▶ 600

Other ▶ 100 ▶ 59 ▶ 150 ▶ 50 ▶ (28) ▶ 150 ▶ 50

Targets (FY2016-FY2018) 
(Millions of yen)

demand to recover overseas on the back of global economic 

resurgence and ongoing positivity in the semiconductor 

market. Despite concerns over climbing material prices and 

rising depreciation costs associated with aggressive capital 

investment, the business environment is seen to be positive 

on the whole.

Toward “KITZ Global Vision 2020” 

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. Our policy is to strongly promote development 

of new products that match customer needs by providing 

a swift response, from market research through to develop-

ment and market release of product groups based on our 

strategy for each focused market fi eld. This fi scal year we 

added “semiconductors” to our core markets. Record-high 

Progress of the Third Phase of the Medium-Term 

Management Plan and the FY2018 Management Plan

The second year of the third phrase of our Medium-Term 

Management Plan (FY2017) commenced with the aim of 

achieving the goals of the fi nal year of the plan (FY2018) one 

year ahead of schedule. We realized numerical targets for sales 

and profi ts owing to solid performance for building facilities 

and semiconductor manufacturing equipment, improved 

profi tability in line with revised sales prices in Japan and 

activities to reduce costs. This was despite negative factors 

that included stagnation in oil-related capital investment in 

overseas markets and rising market prices for materials in the 

latter half of the fi scal year. 

 Since we have already achieved the initial numerical 

targets for FY2018 in FY2017, we have set even higher 

numerical targets for FY2018 as we look toward the goals of 

our “KITZ Global Vision 2020” Long-Term Management Plan. 

In Japan, we forecast a continuation of favorable conditions 

as demand for building facilities in the Tokyo metropolitan 

area are expected to remain strong and demand related to the 

Tokyo Olympics and Paralympics is projected to materialize in 

the second half of the fi scal year. Additionally, we can expect 
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sales and profi ts for semiconductor manufacturing equipment 

in FY2017 were the driving force underpinning consolidated 

results. The favorable conditions are forecast to continue 

going forward and we will respond to the burgeoning 

demand by increasing production capacity. 

 In order to be competitive on a global scale, it is essen-

tial that we further boost productivity. We will make strate-

gic capital investment aimed at increasing effi  ciency, saving 

labor and driving business growth this fi scal year as well. In 

our brass bar manufacturing business, we decided to reno-

vate aging machineries and consolidate production lines, and 

started making substantial investment in FY2017 in order 

to improve productivity and profi tability. In development 

divisions, we commenced full-scale operation of a Product 

Lifecycle Management (PLM) system aimed at enhancing 

operational effi  ciency in design and development, and short-

ening delivery time. In the second half of FY2018, we plan to 

introduce a new enterprise resource planning (ERP) system 

that we have been working on for three years, and we are 

confi dent that the increase in operational effi  ciency and more 

advanced information processing that this brings will make a 

signifi cant contribution to future growth.

KITZ Group Stance on ESG

The KITZ Group is strengthening initiatives concerning envi-

ronmental, social and governance (ESG) issues in order to 

drive long-term growth, create value and continue as a com-

pany required by society. In terms of governance, we decided 

to employ Outside Directors for three of the six Director 

positions in June 2017, and by clearly separating oversight 

and execution functions we have created a more eff ective 

management structure. KITZ has formulated the “Criteria for 

Determining the Independence of Outside Directors,” whereby 

all of KITZ’s Outside Directors satisfy the criteria. Also, KITZ’s 

Outside Directors and Outside Audit & Supervisory Board 

Members all satisfy the independence criteria prescribed by 

the Tokyo Stock Exchange. The Nomination Committee and 

Executive Compensation Committee, which have a majority of 

Outside Directors, have been set up voluntarily. These bodies 

are working to ensure transparency in executive appoint-

ments and respective compensation. 

 In terms of the environment, we continuously promote 

CO2 reduction and are striving to ensure the eff ective use of 

resources, reduce, reuse and recycle waste, prevent environ-

mental contamination, and develop and supply environmen-

tally friendly products and services with the aim of becoming 

operations worthy of society’s confi dence. 

 In terms of social contribution, we are improving our pro-

grams for human resources development with the aim of cre-

ating a motivating environment for employees and promoting 

the reform of personnel systems so that each person can 

maximize his or her potential. We seek to be of use to society 

and the community as a good corporate citizen. In addition 

to social contribution through business, in particular, we con-

tinue to implement social contribution activities relating to 

coexistence with local communities located near our business 

sites and to environmental protection.

 Going forward, we aim to contribute to the resolution 

of various problems facing humankind and realize ongoing 

growth over the long term. 

 I ask for your continued support as we move ahead in 

these endeavors. 
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Reforms in Business Structure and Aggressive 

Investment toward Medium- and Long-Term Growth

Amid the ongoing globalization of business competition, the 

KITZ Group decided to concentrate management resources 

on the valve manufacturing business and brass bar manu-

facturing business, and has proceeded with the reforms in 

the business structure and aggressive investment aimed at 

medium- and long-term business growth. 

 In the valve manufacturing business, in addition to 

restructuring production bases in Japan, overseas we acquired 

valve manufacturers in India and Brazil in 2015 with the aim of 

cultivating the global market and realizing optimal production 

locations. In 2016, we acquired a Korean manufacturer of hol-

low fi ber membranes to strengthen our fi lter business. In April 

2018, we acquired a butterfl y valve manufacturer in Korea to 

bolster our product lineup. Moreover, we made an investment 

to increase fl oor space in a factory for semiconductors, to 

meet strong demand, as well as steadily making capital invest-

ments to enhance productivity. 

 In the brass bar manufacturing business, we are making 

a large-scale investment to upgrade aging machineries to 

improve productivity and profi tability.    

 In addition, we are investing in a new ERP system with the 

aim of reforming operating processes, visualizing information 

and management, and standardizing operations. This system 

is scheduled to begin operation in the latter half of FY2018. 

Sound and Strong Financial Standing

The KITZ Group aims to both strengthen our fi nancial standing 

and enhance shareholder return by working to drive business 

growth and boost invested capital and asset effi  ciency. 

 Specifi cally, we established and transferred trust benefi -

ciary rights for Head Offi  ce real estate in FY2016 in addition 

to selling a portion of cross-holding investment securities 

holdings in order to improve capital effi  ciency and reduce risk. 

In FY2018, we are striving to reduce inventories, enhance the 

turnover rate and bolster the Cash Conversion Cycle (CCC). We 

also plan to further improve the inventory turnover rate by 

consolidating and modularizing products. 

 Besides this, we are examining and working toward our 

optimum capital composition to ensure a stable fi nancial 

standing with the aim of enabling fl exible capital procure-

ment and to realize return on equity (ROE) above the return 

expected by shareholders and investors. 

 Consolidated shareholders’ equity at the end of March 

2018 excluding non-controlling interests amounted to ¥72.5 

billion, up ¥1.5 billion from the end of the previous fi scal year. 

The equity ratio incorporating total accumulated other com-

prehensive income came to 56.8%. 

Fund Effi  ciency Improvement and Financing

The KITZ Group is building a framework for the fl ow of funds 

within the Group on a global basis. In concrete terms, we are 

introducing a new global Cash Management System (CMS) 

and Finance Scheme to go with the CMS that has been in 

operation in Japan. This will enable us to put surplus funds 

to practical use globally as well as keep credits and debts in 

balance more effi  ciently in the same currency and reduce cur-

rency risk. 

 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) agreement 

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

We will strengthen our global business 

management framework, aiming to both drive 

business growth as well as create a stronger 

fi nancial standing and enhance shareholder 

returns.    

Message from the CFO
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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. We are looking 

at procuring funds from capital markets and have procured 

funds from capital markets by way of publicly off ered cor-

porate bonds. We have attained an A- rating for these bonds 

from Rating and Investment Information, Inc. (R&I). The 

Company made a registration for a total issuance limit of ¥20 

billion for the issue of new corporate bonds and in March 2018 

issued ¥10 billion worth of corporate bonds for public sub-

scription (redeemable in seven years) on the fourth occasion. 

To further raise trust as a long-term issuer, we have obtained 

an A rating from Japan Credit Rating Agency, Ltd. (JCR). 

Building a Global Business Management Structure

The KITZ Group has developed 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 cru-

cial issue. Going forward, we will promote the further “visu-

alization” of business conditions and issues at each company, 

strengthening and assuring the stability of our consolidated 

fi nancial structure, ascertaining and responding to future risk, 

and strengthening the Group’s internal fund management. 

Enhancing Shareholder Returns and ROE Target

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 a record high ¥17 per share as cash divi-

dends for the year ended March 2018. The dividend payout 

ratio came to 26.0%. The Company has aimed for a consol-

idated total return ratio of around one third of net income 

attributable to owners of the parent. However, in the third 

phase of its medium-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 1,367,200 shares of treasury stock in April 

2017. Furthermore, from December 2017 through February 

2018, the Company acquired 2,693,100 shares of treasury 

stock. As a result, the consolidated total return ratio was 

80.0%. Of the treasury stock held, 10 million shares were 

cancelled in March 2018. 

 The Company also recognizes return on equity (ROE) as 

one of the key management indices. 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 from a medium- and long-term perspective 

to enhance invested capital effi  ciency with the aim of improv-

ing ROE from the current level of 8.7% to 9.1% in FY2018 and 

10% in the future.
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