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Rating and Investment Information, Inc. (R&I) has confirmed the alignment of the Sustainability Linked 

Bond Framework of KITZ Corporation (KITZ) dated August 2022 with the International Capital Market 
Association (ICMA)'s Sustainability-Linked Bond Principles 2020 and the Ministry of the Environment (MOE)'s 
Green Bond and Sustainability Linked Bond Guidelines 2022. This opinion is based on the following views. 
 

■ Outline of the Opinion 

(1) Selection of Key Performance Indicators (KPIs) 
The KPI is the domestic group's Scope 1 and 2 CO2 reduction rate compared to the base year of FY2013. 

In a Long-term Management Vision, the KITZ Group has placed sustainability management at the core of 
its management strategy and identified key themes for each ESG component. On the environmental front, it 
aims to realize CO2 Zero, Zero Environmental Impact and Zero Risk in 3 ZERO (Triple Zero) initiatives. The 
KPI of the Framework is a measure of progress in CO2 Zero, which is an especially important target in the 
Triple Zero initiatives that addresses climate change, an urgent social issue. It constitutes an indispensable 
element of the KITZ Group's sustainability management. 

(2) Calibration of Sustainability Performance Targets (SPTs) 
The SPTs are the domestic group's Scope 1 and 2 CO2 reduction rate in each fiscal year compared to 

the base year of FY2013. The target for the end of FY2030 is a 90% reduction compared to FY2013. This is 
a higher rate of reduction than Japan's ambitious interim target toward carbon neutrality by 2050, which is a 
46% greenhouse gas emissions reduction in FY2030 compared to FY2013. During the most recent 
eight-year period, KITZ achieved a 26.3% reduction compared to FY2013. The SPTs are an additional 
63.7% reduction during the nine-year period from FY2022 through FY2030, which far exceeds the 
company's track record of reduction. The SPTs are also considered more challenging than targets of 
industry peers. The SPTs are therefore sufficiently ambitious and meaningful targets. 

(3) Bond Characteristics 
The bond characteristics will vary, imposing the obligations of 1) purchase of emission credits or 2) 

donation depending on SPTs achievement. 
In the case of purchasing emission credits in 1), KITZ will purchase the amount of emission credits 

(credits/certificates of CO2 reduction value) equivalent to a certain percentage of the issue amount of 
bonds corresponding to SPTs achievement, before the bonds are redeemed. In the case of making a 
donation in 2), it will donate a certain percentage of the issue amount of bonds corresponding to SPTs 
achievement to public interest incorporated associations, public interest foundations, international 
organizations, local government-authorized NPOs, local governments and similar organizations engaged in 
activities for a transition to a decarbonized society, before the bonds are redeemed. The values of SPTs 
and the date of determination of SPTs achievement, which define the bond characteristics, are specified in 
statutory disclosure documents, together with variations in bond terms and conditions as well as KPI and 
SPT definitions. 

The amount of purchase in 1) and donation in 2) is set at an appropriate level for sustainability linked 
bonds. The bond characteristics are linked to SPTs achievement, functioning as an economic incentive for 
KITZ. The financial and structural characteristics of the sustainability linked bonds strengthen the 
company's commitment to achieving CO2 Zero, one of the key initiatives in its Triple Zero Long-term 
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Environmental Vision. 

(4) Reporting 
KITZ will disclose KPI performance on its website annually, together with an assurance report obtained 

from an independent third party. If it purchases emission credits or makes a donation based on the 
characteristics of the sustainability linked bonds, details will be made available. The company will also 
disclose information that may affect SPTs achievement (e.g., formulation and update of sustainability 
strategies) on its website. 

(5) Verification 
KITZ will have its KPI performance verified by an independent third party and disclose an assurance 

report on its website. It will also obtain a report on SPTs achievement by notifying R&I of whether the KPI 
performance meets the SPTs as of the date of determination. 
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Overview of the Issuer 

 KITZ is the largest all-round valve manufacturer in Japan founded in 1951. Its strength lies in the 
integrated production system that covers the entire process starting from casting of raw materials. The 
company operates globally, supplying products to diverse markets, including buildings, houses, water 
distribution lines, drainage systems, various factories, semiconductor manufacturing facilities, 
petrochemical plants and LNG terminals. Its corporate philosophy called KITZ' Statement of Corporate 
Mission is as follows: We strive to build a robust global environment and sustainable future by 
supporting societal infrastructure through our advancements in fluid control technologies and materials. 
To realize the Statement in a changing social environment, the company accelerates its entry into 
growth businesses relating to digitalization and decarbonization while strengthening the foundations of 
its core businesses. 

 The company is establishing groupwide environmental management, obtaining ISO14001 certification 
at its production sites in Japan and overseas (10 domestic sites and 10 overseas sites), beginning with 
Nagasaka Plant in 1998. Since the 2000s, it has actively allocated management resources to 
development and supply of environmentally friendly products, effective use of resources, and waste 
reduction and recycling, based on its recognition of environmental activities as a key theme for 
corporate management. Efforts have long been underway to undertake business activities that give due 
consideration to the environment. 

 The Long-term Management Vision "Beyond New Heights 2030 – Change the Flow" unveiled in 
February 2022 places sustainability management at the core of its management strategy. In keeping 
with its Basic Policy on Sustainability, the company identified priority ESG issues to be addressed as 
key themes for sustainability management to realize its aspirations for 2030 and has been pressing 
ahead with specific initiatives. 

 To realize KITZ' Statement of Corporate Mission, the company aims to sustainably grow and enhance 
corporate value while at the same time solving social issues and creating social value, by implementing 
sustainability management. 

 

 

[Source: KITZ' website] 
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1. Selection of KPIs 
'Selection of KPIs' of the Framework is in conformity with the ICMA's Sustainability-Linked Bond Principles 

2020 and the MOE's Green Bond and Sustainability Linked Bond Guidelines 2022 from the following 
perspective. 
 
(1)  Abstract of KPIs 

・ The KPI is the domestic group's Scope 1 and 2 CO2 reduction rate. 
(The domestic group refers to KITZ and its consolidated subsidiaries in Japan.) 

(2)  Materiality of KPIs 

① The KITZ Group's Sustainability Promotion Structure 

 As a roadmap for promoting sustainability management to realize its corporate philosophy called KITZ' 
Statement of Corporate Mission, a Basic Policy on Sustainability was formulated in December 2021. 

<Basic Policy on Sustainability> 
To realize "KITZ' Statement of Corporate Mission", which expresses the KITZ Group's corporate 
philosophy, we will work toward the following: 
1. Strive to increase both corporate value and social value by delivering solutions to social challenges 
through our businesses 
2. Be an enterprise that deserves society's trust, through realizing efficient, fair, and transparent, highly 
ethical corporate management 
3. Build unshakeable relations of trust through dialogue with all stakeholders 
 

 In December 2021, KITZ also established the Group Sustainability Promotion Committee to promote 
integrated sustainability management groupwide. 
 
<Outline of the Group Sustainability Promotion Committee> 

 
[Source: KITZ' website] 

 To continue to be a sustainable company in a changing management environment, KITZ reinforced a 
structure for promoting sustainability initiatives across the group. 
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② Materiality of KPIs 

 KITZ identified the following key themes for sustainability management to realize its Long-term 
Management Vision: 

 

[Source: KITZ' website] 

 Among the key themes relating to the environment, society and governance, environmental themes 
focus on realizing a 3 ZERO (Triple Zero) Long-term Environmental Vision. For the KITZ Group, which 
engages in integrated production from materials to finished products, casting is an indispensable 
process to supply high-quality products, but involves risks associated with energy consumption, waste 
management, and safety management for employees. In light of such business characteristics, the 
Triple Zero initiatives are considered important to the group, serving as a guide to manufacturing that 
takes the environment and safety into account.  



Second Opinion 

 

 6/10 

 
[Source: KITZ' website] 

 In the Triple Zero initiatives, CO2 Zero is an especially important target to address climate change, an 
urgent global issue. 

 Since the valve manufacturing process involves a large amount of CO2 emissions derived from 
electricity consumption, KITZ will achieve zero CO2 emissions by having all domestic group companies 
use renewable energy for their electricity. 

 The KPI defined in the Framework is an appropriate measure of progress in the above initiative and 
constitutes an indispensable element of the KITZ Group's sustainability management. 

2. Calibration of SPTs 
'Calibration of SPTs' of the Framework is in conformity with the ICMA's Sustainability-Linked Bond 

Principles 2020 and the MOE's Green Bond and Sustainability Linked Bond Guidelines 2022 from the 
following perspective. 

(1)  Abstract of SPTs 

・ The SPTs are the domestic group's Scope 1 and 2 CO2 reduction rate in each fiscal year compared to 
the base year of FY2013. The target for the end of FY2030 is a 90% reduction compared to FY2013. 
 

 Actual Actual SPT 

Fiscal year 2013 2020 2024 2025 2026 2027 2030 

CO2 emissions (t) 

Scopes 1 & 2 
65,933 48,197 13,187 12,066 11,011 9,890 6,593 

CO2 reduction rate 

(％) 

Compared to FY2013 

Base 

year 
26.9％ 80.0％ 81.7％ 83.3％ 85.0％ 90.0％ 
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(2)  Ambitiousness of SPTs 
① Ambitiousness of SPTs 

 The SPTs are an 80% reduction in total Scope 1 and 2 emissions by FY2024 compared to FY2013 and 
subsequent reductions at an average pace of 1.7% per year by FY2030. This is a higher rate of 
reduction than Japan's ambitious interim target toward carbon neutrality by 2050, which is a 46% 
greenhouse gas emissions reduction in FY2030 compared to FY2013. 

 During the eight-year period from FY2014 through FY2021, KITZ reduced total Scope 1 and 2 
emissions by 26.3% compared to FY2013. The SPTs are an additional 63.7% reduction during the 
nine-year period from FY2022 through FY2030, which far exceeds the company's track record of 
reduction. 

 The SPTs are also considered more challenging than CO2 reduction targets of industry peers for 
FY2030. 

 In light of the above factors, the SPTs are ambitious and meaningful targets. 

② Relevance of Strategies for Achieving SPTs 

・ KITZ aims to slash CO2 emissions by having all domestic business sites (excluding sales offices) use 
renewable energy for their electricity by FY2024. Starting in April 2022, it has adopted CO2-free 
Shinshu Green Denki electricity and makes maximum use of the abundant water resources in Nagano 
Prefecture, where many of the KITZ Group's manufacturing facilities are located. KITZ has also 
adopted CO2-free electricity utilizing the environmental value of hydroelectric and solar power 
(non-fossil-fuel certified) at eight business sites in Japan. For the KITZ Group, whose valve 
manufacturing process involves a large amount of CO2 emissions derived from electricity consumption, 
this is an effective way of reduction. 

・ At its three plants, KITZ will work to install solar power generation systems and shift fuels. It will also 
actively promote operational improvement through visualization of energy consumption, as well as 
renewal into high-efficiency equipment, to minimize energy consumption. 

・ KITZ intends to achieve the SPTs mainly through a shift to renewable energy and also by thoroughly 
implementing energy conservation measures. It will move ahead with each initiative by managing 
energy consumption per unit at the business site level and the total amount of CO2 at the group level. 

(3)  Relevance of SPTs 

・ A Second Opinion has been obtained from R&I, an independent third party, regarding the alignment of 
the Framework with the ICMA's Sustainability-Linked Bond Principles 2020 and the MOE's Green Bond 
and Sustainability Linked Bond Guidelines 2022. 
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3. Bond Characteristics 
'Bond characteristics' of the Framework is in conformity with the ICMA's Sustainability-Linked Bond 

Principles 2020 and the MOE's Green Bond and Sustainability Linked Bond Guidelines 2022 from the 
following perspective. 

・ The characteristics of the sustainability linked bonds issued under the Framework will vary depending 
on SPTs achievement. Details are specified in statutory disclosure documents such as amended shelf 
registration statements and shelf registration supplements relating to the issuance of the sustainability 
linked bonds, and include one or both of 1) purchase of emission credits and 2) donation. 

・ The amount of purchase in 1) and donation in 2) is set at an appropriate level for sustainability linked 
bonds. The bond characteristics are linked to SPTs achievement, functioning as an economic incentive 
for KITZ. The financial and structural characteristics of the sustainability linked bonds strengthen the 
company's commitment to achieving CO2 Zero, one of the key initiatives in its Triple Zero Long-term 
Environmental Vision. 

<Purchase of emission credits> 
If the SPTs have not been achieved as of the date of determination, KITZ will purchase the amount of 
emission credits (credits/certificates of CO2 reduction value) equivalent to a certain percentage of the 
issue amount of sustainability linked bonds, as defined in the above statutory disclosure documents, 
before the bonds are redeemed. 

<Donation> 
If the SPTs have not been achieved as of the date of determination, KITZ will donate a certain 
percentage of the issue amount of sustainability linked bonds, as defined in the above statutory 
disclosure documents, to public interest incorporated associations, public interest foundations, 
international organizations, local government-authorized NPOs, local governments and similar 
organizations engaged in activities for a transition to a decarbonized society, before the bonds are 
redeemed. 
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4. Reporting 
'Reporting' of the Framework is in conformity with the ICMA's Sustainability-Linked Bond Principles 2020 

and the MOE's Green Bond and Sustainability Linked Bond Guidelines 2022 from the following perspective. 

・ KITZ will disclose the following information on KPI performance and SPTs achievement on its website 
annually, until the sustainability linked bonds issued under the Framework are redeemed: 

 

 

 

 

 

 

 

・ If events (e.g., mergers and acquisitions, regulatory changes in relevant countries) that cannot be 
foreseen at the time of the issuance of sustainability linked bonds occur and make it necessary to 
change KPI definitions and SPT settings, KITZ will disclose such changes, including the reason for 
changes and the method of recalculation, in a timely manner. 

5. Verification 
'Verification' of the Framework is in conformity with the ICMA's Sustainability-Linked Bond Principles 2020 

and the MOE's Green Bond and Sustainability Linked Bond Guidelines 2022 from the following perspective. 
・ KITZ will have its KPI performance verified by an independent third party and disclose an assurance 

report on its website. 

・ It will also obtain a report on SPTs achievement by notifying R&I of whether the KPI performance meets 
the SPTs as of the date of determination. The report will be disclosed on its website. 

 
  

Item Information to Be Reported 

KPI performance KPI performance as of the end of each fiscal year 

Material updates, 

etc. 

Information that may affect SPTs achievement (e.g., formulation 

and update of sustainability strategies) 

Details of 

purchase of 

emission credits or 

donation 

If emission credits are purchased based on the bond 

characteristics: the name of emission credits, the date of transfer 

and the amount of purchase 

If a donation is made based on the bond characteristics: the 

name of the eligible recipient, the reason for selection, the 

amount of donation and the schedule of donation 
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[Disclaimer] 
Second Opinion is not the Credit Rating Business, but one of the Ancillary Businesses (businesses excluding Credit Rating 

Service but are ancillary to Credit Rating Activities) as set forth in Article 299, paragraph (1), item (xxviii) of the Cabinet Office 
Ordinance on Financial Instruments Business, etc. With respect to such business, relevant laws and regulations require 
measures to be implemented so that activities pertaining to such business would not unreasonably affect the Credit Rating 
Activities, as well as measures to prevent such business from being misperceived as the Credit Rating Business. 

Second Opinions are R&I's opinions on the alignment of a framework, formulated by companies etc. to raise funds for the 
purpose of environmental conservation and social contribution, with the principles etc. compiled by public organizations or 
private organizations related to the relevant financing as of the date of assessment.  Second Opinions do not address any 
matters other than the alignment (including but not limited to the alignment of a bond issue with the framework and the 
implementation status of the project subject to financing).  Second Opinions do not certify the outcomes and other qualities of 
the projects subject to the financing. Hence, R&I will not be held responsible for the effectiveness of the projects, including their 
outcomes.  Second Opinions are not, in any sense, statements of current, future, or historical fact and should not be 
interpreted as such, and Second Opinions are not a recommendation to purchase, sell, or hold any particular securities and do 
not constitute any form of advice regarding investment decisions or financial matters.  Second Opinions do not address the 
suitability of an investment for any particular investor.  R&I issues Second Opinions based on the assumption that each 
investor will investigate and evaluate the securities which they plan to purchase, sell, or hold for themselves.  All investment 
decisions shall be made at the responsibility of the individual investor. 

The information used when R&I issues Second Opinions is information that R&I has determined, at its own discretion, to be 
reliable.  However, R&I does not undertake any independent verification of the accuracy or other aspects of that information.  
R&I makes no representation or warranty, express or implied, as to the accuracy, timeliness, adequacy, completeness, 
merchantability, fitness for any particular purpose, or any other matter with respect to any such information. 

R&I is not responsible or liable in any way to any party, for all or any damage, loss, or expenses arising out of or in relation to 
errors, omissions, inappropriateness of, or insufficiencies in the information used when issuing Second Opinions, or opinions in 
Second Opinions, or arising out of or in relation to the use of such information or Second Opinions (regardless of the nature of 
the damage, including direct, indirect, ordinary, special, consequential, compensatory, or incidental damage, lost profits, 
non-monetary damage, and any other damage, and including expenses for attorneys and other specialists), whether in contract, 
tort, for unreasonable profit or otherwise, irrespective of negligence or fault of R&I. 

All rights and interests (including patent rights, copyrights, other intellectual property rights, and know-how) regarding 
Second Opinions belong to R&I.  Use of Second Opinions, in whole or in part, for purposes beyond personal use (including 
reproducing, amending, sending, distributing, transferring, lending, translating, or adapting the information), and storing 
Second Opinions for subsequent use, is prohibited without R&I's prior written permission. 

As a general rule, R&I issues a Second Opinion for a fee paid by the issuer. 
Japanese is the official language of this material and if there are any inconsistencies or discrepancies between the 

information written in Japanese and the information written in languages other than Japanese the information written in 
Japanese will take precedence.  
 
[Expertise and Third-Party Characteristics] 

R&I has launched the R&I Green Bond Assessment business in 2016, and since then, R&I has accumulated knowledge 
through numerous evaluations. Since 2017, R&I has been participating as an observer in the Green Bond Principles and Social 
Bond Principles, which have their own secretariat at the International Capital Market Association (ICMA). It also has been 
registered since 2018 as an Issuance Supporter (external review entity) of the Financial Support Programme for Green Bond 
Issuance, a project by the Ministry of the Environment. 

The R&I assessment method and results can be found on the R&I website (https://www.r-i.co.jp/en/rating/esg/index.html). 
There is no capital or personal relationship between R&I and the fundraiser that could create a conflict of interest. 


