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Presentation 

 

Moderator: It is time, so we will now begin the financial results briefing by TOCALO Co., Ltd. ¢ƻŘŀȅΩǎ ōǊƛŜŦƛƴƎ 
will be held in a hybrid format, with an onsite session and a live-streamed online session. 

First of all, I would like to introduce you to 4 people from the Company. This is Dr. Noriyuki Mifune, 
Representative Director, President, and Executive Officer. 

Mifune: Thank you very much. 

Moderator: Mr. Hiroshi Goto, Director, Managing Executive Officer, and General Manager of the 
Administration Department. 

Goto: Thank you very much. 

Moderator: Mr. Kenji Hosomi, General Manager of the Accounting Department. 

Hosomi: My name is Hosomi. Thank you. 

Moderator: This is Mr. Hiroshi Shimizu, Manager of the Corporate Planning Office. 

Shimizu: I'm Shimizu. Thank you. 

Moderator: Dr. Mifune will start the presentation today. After the presentation, we will have a question and 
answer session from those on-site. Then, we plan to take questions from those who are participating online. 
Now then, Dr. Mifune, you may begin. 

Mifune: Hello, everyone, I am Mifune, President of TOCALO Co., Ltd. 

Thank you very much for taking time out of your busy schedule to attend the Company briefing of TOCALO 
Co., Ltd. today. 

!ǎ ƳŜƴǘƛƻƴŜŘ ŜŀǊƭƛŜǊΣ ǘƻŘŀȅΩǎ ŜǾŜƴǘ ǿƛƭƭ ōŜ ǘƘŜ ŦƛǊǎǘ ƻŦ ƛǘǎ ƪƛƴŘΦ CǊƻƳ bƛƪƪŜƛ YŀȅŀōŀŎƘƻ !ƴƴŜȄ ǿƘŜǊŜ ǿŜ ƘŀǾŜ 
held this event thus far, this briefing is being held in real life and is being livestreamed at the same time. With 
this event being held in a hybrid format called Real Live, we hear that about 60 people have participated. 

¢Ƙƛǎ ƛǎ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜ ǿŜϥǾŜ ŘƻƴŜ ǘƘƛǎΣ ǎƻ LϥƳ ǎǳǊŜ ǿŜΩƭƭ ƳŀƪŜ ǎƻƳŜ ƳƛǎǘŀƪŜǎΦ ²Ŝ ŀǇƻƭƻƎƛȊŜ ƛƴ ŀŘǾŀƴŎŜΦ I'd like 
to start right away. 

Today, as you may have already seen in the handouts and on the website, the presentation will be made up 
of 2 parts: the first part is about our financial results for the second quarter, and the second part is about our 
medium-term management plan that we will present for first time. I would like to talk about those parts, so 
my presentation will have 2 parts. 

I think the presentation will take about 40 minutes. I would like to go through the presentation first and then 
take your questions after. Thank you. 
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Let me begin by explaining our financial results for the second quarter. I would like to give you an overview of 
our consolidated financial results for the second quarter of the fiscal year ending March 31, 2022, as well as 
our consolidated earnings forecast for the current fiscal year. 

First of all, let us go to page 3 of the handout. It shows the highlights of the second quarter results, and the 
first 1 is the increase in both sales and profit compared to the same period last year. 

In the first half of the fiscal year, we achieved record high sales and profits. The Semicon & FPD field continues 
to be strong, and we believe that we have been able to exceed our initial forecast in most other fields. 

Secondly, both our domestic and overseas subsidiaries increased their sales and profits. Our domestic 
subsidiaries, especially those in the automobile industry, are on a recovery track, despite various problems. 
As for our overseas subsidiaries, the Semicon & FPD-related businesses in China and Taiwan are doing well, 
while the recovery of orders in the oil and gas-related field is lagging a bit. However, overall, we are doing 
reasonably well. 
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The graph on page 4 shows the first half results compared to the past 4 quarters. 

On the left are sales and operating profit ratio, and on the right are ordinary profit and ordinary profit ratio. 
Sales for the first half of the current fiscal year stood at JPY21.098 billion. The operating profit ratio was 24.2%. 
Ordinary profit was JPY5.222 billion, as you can see on the right. The ordinary income margin was 24.8%. 
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Page 5 will be sales by segment. In the first half of the current fiscal year 2022, consolidated sales came to 
JPY21 billion, an increase of 9.9% over the same period last year. 

Of this, the Semicon & FPD segment performed well, increasing 10.2% to JPY9.9 billion, and this was the 
driving force behind the increase in consolidated sales. 

In addition, sales of the Industrial Parts and Iron & Steel segments were down slightly from the previous year, 
but those of the other segments were up. Domestic subsidiaries increased by 35.1% to JPY1.2 billion, partly 
due to a recovery in automobile-related business. Overseas subsidiaries increased by 18.6% to JPY2.6 billion, 
which is also a considerable contribution. 

Operating profit increased by 21.6% to JPY5.1 billion. Then, ordinary profit increased by 25.1% to JPY5.2 billion. 
Net income for the quarter that is attributable to shareholders of the parent company increased by JPY3.4 
billion, or 28.3%. 
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bƻǿΣ ƭŜǘΩǎ Ǝƻ ǘƻ ǇŀƎŜ с. This page shows a comparison of sales and ordinary profit by segment with the same 
period of the previous year. 

As you can see from the brief comments below, each of the 4 segments showed an increase in both sales and 
profits. 
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Overseas subsidiaries and Other Surface Modifications also saw increases in both sales and ordinary profit 
compared to the same period last year. 
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Page 8 also shows a table of sales and profit for each of the segments that were explained in the graph, 
compared to the same period of the previous year, so I will spare you the explanation. 
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Page 9 shows the YoY comparison and analysis of changes in ordinary profit. 

For the first half of this fiscal year, ordinary profit was JPY5.222 billion, an increase of JPY1.048 billion from 
the same period last year, mainly due to an increase in sales of JPY1.259 billion. 

In addition, since the Japanese yen has weakened considerably, the foreign exchange impact has been about 
JPY155 million, which I think is worth mentioning. 
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Page 10 shows our financial status. 

Total assets at the end of the interim period stood at JPY66.4 billion and our equity was JPY46.6 billion. We 
believe that we are maintaining a sound business position with an equity ratio of 70.2%. Interest-bearing debt 
decreased by JPY1 billion from the end of the previous fiscal year to JPY5 billion. 
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Page 11 shows the status of our cash flow. 

In the first half of this fiscal year, our operating cash flow was JPY4.7 billion, and investment cash flow was 
negative JPY1.8 billion. With this, our free cash flow, which is the sum of these 2, was positive JPY2.8 billion, 
indicating that our company is in a healthy state. Financial cash flow was negative JPY2.4 billion due to the 
payment of dividends and repayment of borrowings. As a result, the cash balance at the end of the first half 
of this fiscal year was JPY19.1 billion. 
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Next, I would like to explain our consolidated earnings forecast for the current fiscal year. We revised our 
forecast upward at the end of last month. 

As shown in the graph on page 13, we have revised upward our consolidated sales for the current fiscal year 
to JPY42.5 billion, ordinary profit to JPY10.2 billion, and ordinary profit ratio to 24%. Both sales and profits are 
expected to reach record highs. 
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Page 14 shows the forecast for net income attributable to shareholders of the parent company and ROE. 

Net profit is expected to be JPY6.6 billion, also a record high. As for ROE, we currently expect it to rise to 14.2%. 
Unfortunately, we are a little short of our target of 15%. 
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Page 15 outlines the differences between the forecast announced at the beginning of the fiscal year and the 
revised forecast at the end of October. 

Consolidated sales have been revised upward by JPY1.5 billion. Of that amount, JPY500 million is for Semicon 
& FPD. Iron & Steel, Others, and Overseas Subsidiaries were revised upward by JPY200 million to JPY400 
million. 

However, since the Industrial Parts business did not perform well in the first half of the year, we have revised 
our forecast downward by JPY100 million, and that is even if we do our best in the second half. 

Profits have been revised upward by JPY1.1 billion for operating profit, JPY1.2 billion for ordinary profit, and 
JPY0.8 billion for net profit. 
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Page 16 shows the comparison between the revised plan and the previous year's results. 

Consolidated sales will be JPY3.2 billion, an increase of 8.2%, of which the Semicon & FPD segment will account 
for JPY1.8 billion, an increase of 10%. The Other Surface Modifications and subsidiaries contributed to the 
increase in sales. Ordinary profit increased by 14.4% or JPY1.28 billion to JPY10.2 billion, with a profit ratio of 
24%. 
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On page 17, it shows that the revised forecast for ordinary profit is JPY10.2 billion, but this is an analysis of 
the factors that caused changes from the previous year's results. The main factor was an increase in sales, 
which contributed JPY2.2 billion. 

As for the increase in expenses, the increase in labor costs is shown as JPY900 million. Of this amount, last 
year we treated the actuarial differences due to retirement benefit accounting every year. At the end of last 
fiscal year, there was a JPY358 million increase due to the high stock prices, and if we exclude that, the 
increase in labor costs will actually become JPY550 million. 
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Page 18 shows the progress rate of the first half results against the revised forecast. The figures have been 
revised and adjusted to approximately 50%, so we will be using those figures. 
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Page 19 shows the trend of sales in the Semicon & FPD field in the past 5 years. 

The results for the first half of the current fiscal year are the JPY9.9 billion on the rightmost part. Of this total, 
semiconductor sales were JPY9.1 billion and FPD sales were JPY0.8 billion. Our revised sales forecast for this 
fiscal year is JPY20 billion, and we are on track to reach the JPY20 billion mark. Of that amount, JPY18.2 billion 
will be from semiconductors and JPY1.7 billion from FPDs. 
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Next, we will look at the sales trends in segments other than Semicon & FPD. 

The forecast for the current fiscal year is JPY22.3 billion, which is a recovery from the JPY20.8 billion in the 
previous year. However, we have yet to reach the JPY23.7 billion in sales that we achieved in the previous 
year, the fiscal year ending March 2020. 

Although we have recovered from last year, our results are still not as good as they were at our peak. We 
believe that there is still room for recovery, especially in the Industrial Parts and Iron & Steel fields. 
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[ŜǘΩǎ go to page 21, which shows capital expenditure, depreciation and amortization, and research and 
development expenses. 

The results for the first half of the fiscal year are as follows: capital expenditure on the rightmost part is JPY2.4 
billion, depreciation is JPY1.2 billion, and R&D is JPY0.6 billion. Given this, we have maintained our initial 
forecast for capital expenditure of JPY6 billion and R&D of JPY1.4 billion for the current fiscal year, but we 
have slightly revised the forecast for depreciation to JPY2.9 billion due to the delay in progress. 
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Page 22 is about dividends and dividend payout ratio. 

Based on the results of the first half of the fiscal year, we have revised the dividend for the current fiscal year 
upward to JPY40. It will be JPY20 at the interim and JPY20 at the end of the fiscal year. The dividend payout 
ratio is expected to be 36.9% at this rate. 
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Page 23 shows the changes in ROE and the ratio of dividend on equity. 

Based on the revised forecast, we expect ROE to be 14.2% and the ratio of dividend on equity to be about 
5.3% for this fiscal year, as mentioned earlier. 
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Finally, here are the highlights of the management index to date. We hope you find this information useful. 

That would be all for the explanation of our financial results for the second quarter. 
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Next, I would like to explain our medium-term management plan. 

We recently celebrated the 70th anniversary of our company, and for the first time in our 70-year history, we 
have formulated a medium-term management plan, as requested by many of you, and this is an opportunity 
for us to announce it to the public. 

It is a 5-year plan that covers the period from the current fiscal year ending March 2022 to the fiscal year 
ending March 2026. At the top of the cover, there is an inscription that reads, "Contributing to a prosperous 
future for people and nature." This is the vision of our group, which I will explain later, and what we are aiming 
for in 2030. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
25 

 

 

Page 2 is the table of contents for this plan. It consists of 3 parts: 1 is about the recognition of the current 
situation, which is our business environment, while the other 2 are the overview of our medium-term plan, 
and our measures and numerical targets. 
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Page 3 begins with an explanation of our current business environment. 

There are 14 pages in this section, from page 4 to page 17. The contents may overlap with the contents that 
we have already explained in various events, such as the announcement of our financial results, so due to 
time constraints, I would like to just take a quick look at the pages today. 
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Page 4 is our corporate profile. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
28 

 

 

Page 5 is a list of our main offices. The new Mizushima plant is scheduled to be completed this month. 
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Page 6 is about our group companies. We are a group of companies that are scattered around the world. 
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Page 7 shows the image of TOCALO's surface modification technology. 
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tŀƎŜ у ǎƘƻǿǎ ¢h/![hΩǎ ǇǊƻǇǊƛŜǘŀǊȅ ǘŜŎƘƴƻƭƻƎƛŜǎΦ 
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Thermal spray is the core of our company. 
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This is a list of our business areas that extend across various industries, or the scope of application for our 
customers. 
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This is the transition of application development from around 1990 to the recent past. 
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This describes our company's history and business performance since it was founded in 1951. 
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Page 13 discusses our business perspective. 
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On page 14, we have selected 10 issues that we are currently aware of, and we are trying to address them. 
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Page 15 shows the changes in management indices: net sales and ordinary profit. This is what I just explained 
earlier. 
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Page 16 shows the trend of net income and ROE. 
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Page 17 shows the trends in capital expenditures, depreciation and amortization, and R&D expenses. 

If you have any questions, please contact the person in charge at a later date, and we will be happy to provide 
you with a detailed answer. 
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This page is an overview of our medium-term management plan. 

First of all, on page 19, we have our management philosophy and vision, which are stated in every company. 

Our management philosophy, although it may be long, is this: As a specialized manufacturer of surface 
treatment processes centered on thermal processing, our corporate motto is to provide technologies and 
ideas, youth and passion, harmony and trust, and good service. Based on our good relationship of trust with 
all stakeholders such as our shareholders, business partners, employees, and local communities, we will 
contribute to society through the various functions of surface treatment film such as the ability to save 
resources and power, and reduce the environmental impact of our products, and will become a corporate 
group with high technology, high profitability, and rich in content. 

This is a management philosophy that has been stated for a long time, and I think it is the perfect phrase to 
address the current environmental issues. With this, our vision for the next 5 years of this medium-term 
management plan and for 2030 is to be a company that "contributes to a prosperous future for people and 
ƴŀǘǳǊŜΦέ 
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Page 20 shows our mission. 

The mission of our group is "to enhance corporate value through continuous growth with an emphasis on 
9{DΦέ Lƴ ƻǊŘŜǊ ǘƻ ŀŎƘƛŜǾŜ ǘƘƛǎ ƎƻŀƭΣ ǿŜ Ƴǳǎǘ άŎǊŜŀǘŜ ƘƛƎƘ-quality and high value-added products (films) and 
ǇǊƻǾƛŘŜ ǘƘŜƳ ǘƻ ƻǳǊ ŎǳǎǘƻƳŜǊǎΦέ CǳǊǘƘŜǊΣ ǿŜ Ƴǳǎǘ Ϧcontribute to technologies that help in the preservation 
of the global environment," "make our employees and their families proud to work energetically and safely 
at TOCALO," and "be trusted by our customers, shareholders, business partners, and local communities 
ŦƻǊŜǾŜǊΦέ ²Ŝ ǿƻǳƭŘ like to work to achieve those 4 goals. 
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Page 21 shows the direction of TOCALO from the perspective of megatrends. 

The world is making great strides toward the realization of carbon neutrality in 2050. We would like to 
contribute to the world in terms of both technology and the environment. Among the megatrends, or major 
changes in society, we believe that the following 3 trends in particular will be key to our growth. 

The first is the "increasing severity of environmental problems" and the second is the "technological shift to 
L/¢ όLƴŦƻǊƳŀǘƛƻƴ ϧ /ƻƳƳǳƴƛŎŀǘƛƻƴ ¢ŜŎƘƴƻƭƻƎȅύκŘƛƎƛǘŀƭƛȊŀǘƛƻƴΦέ ¢ƘŜ ǘƘƛǊŘ ǘǊŜƴŘ ƛǎ ϦǎƘƻǊǘŀƎŜ ƻŦ ǊŜǎƻǳǊŎŜǎ ŀƴŘ 
ŦƻƻŘΣ ŀƴŘ ǇƻǇǳƭŀǘƛƻƴ ƎǊƻǿǘƘΦέ Lƴ ƻǊŘŜǊ ǘƻ ŀŘŘǊŜǎǎ ǘƘŜǎŜ 3 issues, we will vigorously promote TOCALOΩǎ ƎǊƻǿǘƘ 
strategy, new product development and new market development.  
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Page 22 shows the direction of our growth strategy. 

I have explained the 3 trends that are key to our growth. When it comes to the direction of our growth strategy 
for each of these items, for the "increasing severity of environmental problems," it will be non-fossil fuel, 
renewable energy power generation, and so on. 

As for ICT (Information & Communication Technology)/Technology shift to digitalization, it is about the advent 
of the big data era, high-speed communication, and so on. 

In the area of "shortage of resources and food, and population growth," the development of smart agriculture, 
the advancement of medical technologies, and the diversification of recycling technologies are expected to 
become topics in this field. 

From these, we will focus on People and the Environment (Nature) as the 2 initiatives that our group will 
particularly focus on. 

In the area of People, we would like to develop applications for industries centering on the semiconductor 
and FPD industries, and in the area of Environment (Nature), we would like to develop applications in the 
fields of energy and materials. 
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As for the growth strategy shown on page 23, and as I explained earlier, our first growth strategy is to focus 
on People. In the fields of semiconductors, FPDs, medical, agriculture, and food, we would like to proceed by 
organizing our development direction and targets. 
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On this page, we have outlined the direction and targets for development in the fields of energy, materials, 
and other related areas, including transportation, as part of our efforts under our second growth strategy, 
which are the environment and nature. 

However, we think it will be difficult to achieve this in just 5 years. We hope, though, that this will be the 
direction we will take. 
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From this page, our measures and numerical targets will be shown. 

These 2 pages, 26 and 27, show the measures to be taken to deal with the 10 issues I mentioned earlier on 
page 14 as a representation of the evolution of our business model. 

Page 26 talks about the enhancement of market development and the strengthening of the technology 
development system. 
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On page 27, we categorize the measures to be taken in the future from each of the above 4 perspectives, 
including "advancement of manufacturing" and "sustainable growth toward a 100-ȅŜŀǊ ŎƻƳǇŀƴȅΦέ 

Over the 5 years under the mid-term plan, we will be implementing the PDCA cycle while clarifying the action 
plan for each year. 
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Page 28 is about our being the best partner for our customers. 

In terms of service, manufacturing and quality, and technological development, our group will continue to 
work towards becoming our customers' best partner, and not as their supplier. 
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This page shows a diagram on sustainable growth. 

It also describes the growth image and figures throughout the period of this mid-term plan. However, I don't 
think it's a good idea to let these numbers stand on their own. 

In the fiscal year ending March 2026, consolidated sales will be JPY53 billion, of which JPY26 billion will be in 
the Semicon & FPD-related business, and JPY27 billion will be in the Iron & Steel, Industrial Parts, and Other 
businesses. We would like to achieve JPY12 billion in ordinary profit. 

We plan to increase our sales by JPY14 billion, or 35%, over the next 5 years, using the JPY39 billion in fiscal 
year ending March 2021 as the launch pad. Of this, we plan to increase sales of semiconductors by JPY7.9 
billion, or 43%, with JPY18.1 billion as the launch pad. As for ordinary profit, with JPY8.9 billion as the launch 
pad, we plan to increase ordinary profit by 34%, or JPY3.1 billion. We hope all our employees will work 
together to achieve sustainable growth. 

However, as mentioned in the explanatory note, we believe that semiconductor-related sales are very 
susceptible to market trends. These numerical targets will probably be reviewed periodically in the future. 
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Page 30 is about finances and shareholder return. 

In order to maintain a strong financial structure, we currently have an equity ratio of about 70%, and we are 
operating our business virtually debt-free. We will continue to do that in the future. 

In order to maintain profitability, we are targeting ROE and return on equity of 15% and ordinary profit ratio 
of 20%, and we will strive to maintain and improve EPS and net income per share. 

We aim to maintain a dividend payout ratio of at least 1/3 of net income, and we plan to target a dividend on 
equity ratio (DOE) of 5%. 
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Page 31 shows capital expenditures and research and development expenses. 

In terms of capital expenditures, we will continue to actively work to maintain and improve our technological 
superiority, and we are planning to invest JPY25 billion to JPY35 billion over the next 5 years in areas such as 
increased semiconductor production, new technology processes, and production efficiency. On an annual 
basis, I think it will be JPY5 billion to JPY7 billion per year. 

As for research and development, we continue to maintain a ratio of about 3% to consolidated net sales. In 
addition to that, we are planning to actively invest in technology development in the production technology 
departments of each plant. 
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Page 32 is about our environmental response. 

We believe that our group must firmly promote efforts to reduce the burden on the environment. In order to 
achieve zero greenhouse gas emissions, we are considering thermal spraying methods that do not use fossil 
fuels, reducing the use of electricity by improving the manufacturing processes, and promoting the use of 
renewable energy.  

Our target is the same as the Japanese government's target, which is to reduce greenhouse gas emissions by 
46% by 2030 compared to FY2013. The Environmental Promotion Department was established in April this 
year, and we plan to use the next 2 years as a preparation period to assess the current situation and plan 
measures to reduce greenhouse gas emissions. 

At the moment, we are still in the early stages of this project, but we would like to make a statement that we 
will do our best to achieve this goal by 2030 and put all our efforts into it. 

Even when it comes to the prevention of water and air pollution, we would also like to understand and work 
to improve the situation. 


