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Creating a brighter future. Today.

More effective,
easier to take,
without the
bitterness

Fresher tasting
foods with
peace of mind

Vividly reproducing
the beauty of the
world around us

For over half a century, FREUND CORPORATION
has developed numerous granulating and coating
equipment, and excipient products using its
highly unique technologies. The equipment we
provide has been made to be operated from
the viewpoint of our clients, and they play crucial
roles by enabling industries to create high valueadded products that contribute to society.
The foundations of our technologies originate
in processing small granules from various raw
materials and coating particles and tablets.
FREUND is highly unique in that it boasts technologies in both machinery equipment (hardware) and dosage formulation technologies
(software). Furthermore, we endeavor to create
highly functional pharmaceutical excipients
and food ingredients through evolution of
both hardware and software.
The FREUND Group seeks to expand its powder
and particle design business into fields outside
of pharmaceutical products with a view to the
coming half century. And in these fields, we
will endeavor to raise the levels of both our
hardware and software technologies so that
we can contribute to improvements in health
and lifestyles of people all around the world.

Most people are not aware that
active pharmaceutical ingredient (API)
make up only a small percent of drug
products. The bulk of medicines are
excipients that are used to make exterior coatings, to make them easier to
ingest and to adjust the rate at which
they dissolve. FREUND plays “behind
the scene” and critical roles in supporting the manufacture of medicines that
are “not bitter,” “do not require water to
be taken” and “allow effective agents
of supplements to effectively reach
the intestines.”
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We also play an important role in
preserving the “just made” freshness
of flavors and qualities of food. 37 years
have passed since the development of
the first alcohol-type food preservative,
and FREUND leverages the science of
alcohol vapor to develop preservatives
that maintain the safety and quality of
confectionary and other food products.
In this product realm as well, FREUND
plays an important role “behind the
scenes” in preserving the fresh flavors
and qualities of foods by leveraging
its water activity value measurement
equipment.
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As an example, powders are used in
color bonding agents for toners used
in copying machines that allow the
toner to bond with paper when in
contact with heat to reproduce images.
And in order to reproduce more beautiful images homogenous microscopic
powders are essential. FREUND provides “behind the scene support” for
the office environment by using highly
sophisticated pulverizing machinery
with highly sophisticated technologies
to create toners that can reproduce
even more beautiful images.
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Machinery Business:
In the pharmaceutical product field, the Equipment Division focuses
on development of technologies used in various machinery equipment for granulation and coating. FREUND’s domestic market share
for coating equipment is about 70%. FREUND is also driving sales in
the Asian markets as well as the European and American markets
through a US subsidiary.
In the non-pharmaceutical product field, the division focuses on
expanding sales for industrial equipment by integrating granulating
and coating technologies with grinding and classifying technologies. This value-added equipment is applied to food, fragrance,
seed, toner, fine ceramics and catalyst processes.
Chemicals Business:
In recent years, FREUND has provided various excipients that meet
the needs of various applications in response to the even more
effective drug formulation technologies called for by the industry.
Aside from developing its mainstay pharmaceutical excipients,
FREUND is collaborating with client companies to commercialize
dietary supplements and seamless mini capsules leveraging on
FREUND’s granulating and coating technologies.
In the non-pharmaceutical product field, FREUND provides
functional food materials and proprietary food preservatives based
on its particle processing technologies cultivated over many years.
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FY02/16
Consolidated Net Sales:

¥19,027
million

69%
Machinery Business
Chemicals Business

Message from
President and CEO

“One for All,
All for One”
Management that Achieves
Unity in Business Operations
FREUND express its heartfelt appreciation to our
stakeholders for their understanding and support in
various operations of the FREUND Group (hereinafter
the “Group”).
The Group considers the coming period of becoming a
company capable of operating for 100 years as its second
founding period and will promote measures to optimize its
management and strengthen its competitive standing as
part of its “One for All, All for One” strategy based upon the
Sixth Medium-Term Management Plan entitled “Change
and Challenge 2014–2016.”
The fiscal year ended February 29, 2016 was the second
year of this Plan, and the pharmaceutical products business
is trending favorably on the back of an expansion of generic
drug demand. In particular, the Japanese Government’s
hike of its target market share for generic drugs is acting as
a tailwind and is contributing to a rapid expansion in the
demand for generic drugs within the Japanese pharmaceutical products market.

Iwao Fusejima
President and CEO

FREUND will respond appropriately to changes in the
business environment which were not envisioned at the
time of the creation of the current Plan, and we will make
the last year of the Plan in fiscal year ending February 28,
2017 a stepping stone for a new period of growth. At the
same time, the Group will take on new challenges to further
promote its “unity.” Therefore, we ask for the continued
support and understanding of our stakeholders in our
medium- to long-term activities.

Notes Regarding Our Estimates:
This Report contains forward looking plans, estimates, strategies, earnings and other statements. With regards to these forward looking estimates and other statements, they are
based upon the most accurate information available at the time of this document’s creation. Therefore, our actual earnings may diverge largely from statements represented in
this document due to the influence of various risks and uncertainties. Factors influencing forward looking estimates and statements include the economic environment, competitive pressures, related regulations and laws, changes in product development conditions, fluctuations in foreign exchange rates and other factors relating to our various businesses. Furthermore, the factors influencing our estimates and other statements are not limited to only those mentioned within this document.
Note: The details of this report are based upon the results of the fiscal year 2016 (from March 1, 2015 to February 29, 2016). However, new information available after March 2016
has also been included in this Report.
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FREUND SNAPSHOT:

Financial and Non-Financial Highlights
Freund Corporation and Consolidated Subsidiaries
Five Years ended February 2012 to February 2016

14,340

17,424

19,027

9.2

3,422

3,596

4,382

4,367

5,480

25.5

10,624

11,313

12,377

11,978

12,921

7.9

3,546

3,612

3,952

4,295

4,759

10.8

Operating income

1,065

1,470

1,286

1,150

1,346

17.1

608

765

787

695

961

38.1

12,200

12,125

12,804

14,340

15,109

5.4

6,148

5,817

5,551

6,780

7,328

8.1

Capital investment

218

221

477

545

266

(51.2)

Depreciation

264

232

303

308

321

4.4

R&D expenses

390

435

464

592

687

16.0

1,219

740

1,227

822

290

(64.7)

Cash flows from investing activities

(154)

(332)

(423)

(240)

(432)

80.0

Cash flows from financing activities

(134)

(164)

(226)

(284)

(331)

16.5

1,064

408

803

582

(142)

—

Orders received
Order backlog

Cash flows from operating activities

Free cash flow

12,125

14,342

14,971

15,550

17,277

17,206

(0.4)

Net assets

8,489

9,315

10,392

11,180

11,529

3.1

(Equity)

8,356

9,197

10,239

10,987

11,529

4.9

6,148

5,817

6,780

Earnings per share (EPS, ¥)
Book value per share (BPS, ¥)
Dividend per share (DPS, ¥)

35.30

44.38

45.69

40.36

55.74

38.1

484.56

533.37

593.76

637.19

668.57

4.9

7.50

10.00

12.50

15.002

12.50

(16.7)

4,000

Operating income margin (%)

7.0

9.0

7.3

6.6

7.1

—

Return on assets (ROA, %)

4.2

5.1

5.1

4.0

5.6

—

Return on equity (ROE, %)

7.5

8.7

8.1

6.6

8.5

—

Dividend to net asset ratio (DOE, %)

1.6

2.0

2.2

2.4

1.9

—

Dividend payout ratio (%)

21.2

22.5

27.4

37.2

22.4

—

Equity ratio (%)

58.3

61.4

65.8

63.6

67.0

—

1,351

1,717

1,610

1,478

1,687

14.1

Average foreign exchange rate: US$ (¥)

79.80

79.80

97.73

105.79

121.10

—

Euro (¥)

111.12

102.55

129.78

140.35

134.31

—
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1. The Company carried out a 2-for-1 split of common shares on March 1, 2016. The “per share” calculations are based on the assumption that the stock splits were
conducted at the beginning of FY02/12.
2. Dividend per share of FY02/15 includes a commemorative dividend of ¥2.50.
3. EBITDA = Operating income + Technical support fee + Interest expenses + Depreciation
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7.3%

787

7.5%
5.1%
4.0

1,065

1,470

1,286

1,150

8.5%

8.1%

5.1%

4.0

4.0%

1,346

0

0

0

0

FY02/12 FY02/13 FY02/14 FY02/15 FY02/16

FY02/12 FY02/13 FY02/14 FY02/15 FY02/16

FY02/12 FY02/13 FY02/14 FY02/15 FY02/16

Orders received (¥ million)
Order backlog (¥ million)

Net sales (¥ million, left axis)
Operating income (¥ million, left axis)
Operating income margin (%, right axis)

Net income (¥ million, left axis)
Return on assets (ROA, %, right axis)
Return on equity (ROE, %, right axis)

Total assets,
Equity ratio
20,000

100.0

17,277
15,000

14,342

14,971
61.4%

15,550
65.8%

63.6%

Free cash flow

Capital investment,
Depreciation

1,200

600

1,064

17,206
75.0

800

50.0

400

545
477

803

67.0%

450

582
408

218
25.0

0

221

321

308

303

300

264

5,000

8.0

5.6%

6.6%

250

4.2%

0

12.0

695

6.6%

5,000

266

232

150

(142)
0

-400

0

FY02/12 FY02/13 FY02/14 FY02/15 FY02/16

FY02/12 FY02/13 FY02/14 FY02/15 FY02/16

FY02/12 FY02/13 FY02/14 FY02/15 FY02/16

Total assets (¥ million, left axis)
Equity ratio (%, right axis)

Free cash flow (¥ million)

Capital investment (¥ million)
Depreciation (¥ million)

R&D expenses,
R&D expenses ratio

Main indicators:

500

765

8.7%

7.1%
7.0%

5,551

0

Per share data1:

8.0

16.0

608

10,000

7,328

10,000

Total assets

750

9.0%

58.3%

At year-end:

12.0

961

17,424

15,236

15,000

8,000

Selling, general and administrative
expenses
Net income

12,200

12,000

17,616
16,396

12,804

1,000

Dividend per share*,
Dividend payout ratio

800

10.0

Number of employees

16

60.0

400

15.00

363

687
600

400

435

5.0

2.6%

2.7%

8

7.50

0

300

30.0

200

15.0

100

370

382

27.4%

3.6%

2.6%

45.0

370

37.2%

10.00

390

12.50

12.50

12

464

3.4%
200

7.5

592

371

118

Cost of sales

17,616

16.0

264

(Overseas sales)

16,396

19,027

125

15,236

20,000

15,109

Net income, Return on assets (ROA),
Return on equity (ROE)

245

Net sales

4

Net sales, Operating income,
Operating income margin

16,000

For the year:

EBITDA

Orders received,
Order backlog

122

FY2015/2016

248

FY02/16

124

YoY change (%)

FY02/15

247

FY02/14

119

FY02/13

244

(¥ million)

FY02/12

2.5

4

0

0

21.2%

22.5%

22.4%

0

0

FY02/12 FY02/13 FY02/14 FY02/15 FY02/16

FY02/12 FY02/13 FY02/14 FY02/15 FY02/16

FY02/12 FY02/13 FY02/14 FY02/15 FY02/16

R&D expenses (¥ million, left axis)
R&D expenses ratio (%, right axis)

Dividend per share (yen, left axis)
Dividend payout ratio (%, right axis)

Japan
Overseas

* The Company carried out a 2-for-1 split of common shares on March 1, 2016. The “Dividend per share” is based on the assumption that the stock splits were
conducted at the beginning of FY02/12.
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FREUND SNAPSHOT:

Value Creation Cycle
FREUND is a manufacturer of granulation and coating equipment (machinery equipment), and pharmaceutical

Recently, FREUND has been promoting a growth strategy with an eye toward the next

excipients (chemical products) used in the process of manufacturing solid dosage forms (tablets, granules, and

half century through applying its particle processing technologies to the non-pharmaceutical

others). In the pharmaceutical business field, the Company applies a unique business model as the only company

business fields, e.g., foods and industrials. Through such businesses, FREUND Group aims to

in the world that deals in research and development of both machinery equipment and chemical products—

contribute to the improvement in health and quality of life of individuals around the world.

the raw materials from which pharmaceutical products are made.

Clients

Development and Manufacturing

Collaborate

Inputs

Partners

Collaborate

Pen

Ink

1. Financial Capital
2. Manufacturing Capital

Pharmaceutical
Processing
Equipment

3. Intellectual Capital

Industrial Powder
Equipment

Hardware

4. Human Capital

Strengths:
Highly
Unique Products
Contracted
Processing

Tablet Printing
Equipment

Technical Services
(Refer to pages 16–17
for details)

Inspection
Equipment

5. Social and
Relationship Capital

Outcomes

1. Financial Capital

Provide Values
to Stakeholders

Increase sales; generate cash flows;
improve ROE and EPS

Pharmaceutical
Excipients

2. Manufacturing Capital
Provide products with competitive edge;
achieve top-class productivity

Contribute to asset creation;
gain recognition in the asset market

Functional
Food Materials

3. Intellectual Capital

Clients and
Business Partners

Strengthen brand

Food
Preservatives

4. Human Capital
Nurture distinct researchers;
recruit global talents

5. Social and
Relationship Capital
Enhance intergroup collaboration;
expand global network; strengthen
cooperative ties between regions
and with partners

Particle Processing Technologies
(for the fields of pharmaceuticals, foods, and industrials)
Domestic Capabilities:

Overseas
Capabilities:

FREUND CORPORATION,
FREUND-TURBO CORPORATION

Shareholders
and Investors

Printing Ink

Testers and
Analyzers

Software

Outputs

Enhance collaborative ties as a
capable partner; consistently provide
reliable products

Employees

Respect human rights; promote
individual development; provide a
friendly and safe working environment

End Users

Provide good-quality medicine;
support healthy and enriched lifestyles

Society

Contribute to both civil and
international societies

FREUND-VECTOR
CORPORATION

Collaborate
(Refer to pages 18–19 for details)

Earnings and Investments

Pen
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Ink

Establish a business model for “pen (machinery
equipment)” and “ink (chemical products)”
Ever since its founding, FREUND has differentiated itself from its
competitors by establishing a business model for its “pen (machinery
equipment)” and “ink (chemical products)” in the pharmaceutical
business field. It has established its position as an industry leader
in the pharmaceutical product manufacturing equipment industry.

FREUND CORPORATION Integrated Report 2016

Hardware

Software

Create unique added values by
integrating “hardware” and “software”
FREUND not only conducts research and development of such “hardware” as machinery
equipment and chemical products, but also develops “software”—namely the particle processing
technologies which enhance the performance of such “hardware.” FREUND integrates these
“hardware” and “software,” and provides highly unique proprietary product lineup, contracted
processing and technical services, thereby driving the creation of unique added values.

FREUND CORPORATION Integrated Report 2016
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Milestones:

FREUND SNAPSHOT:

Corporate
History

1964

1969

Management
Company established in
Kanda Tsukasamachi,
Chiyoda-ku, Tokyo

FREUND CORPORATION was
established in 1964. “Freund” is
“friend” in German, and derives
from the friendship between
current Honorary Chairman Yasutoyo Fusejima and his schoolmate,
both of whom took part in starting
the business. Under the corporate
philosophy “Develop the Future
through Creativity,” FREUND
launched its business after developing the world’s first automated
film coating equipment “FM-2.”
For more than half a century
since its founding, FREUND has
leveraged on its mainstay technologies of granulation and coating,
and deployed a business model
providing “machinery eqiupment
(pen) and chemical products (ink)”
to major users in the pharmaceutical and food business fields.
In the meantime, FREUND has
accumulated products (hardware) including unique machinery
equipment and chemical products,
along with dosage formulation
technologies (software), and has
thus advanced as a research and
development company.

Chemicals
Develops and sells pharmaceutical film coating liquids
“FC-101” and “EC-101”
Machinery

25,000
(¥ million)

Develops and sells
automated film coating
equipment “FM-2”

1987

Machinery

Chemicals

Develops and sells fluid
bed granulation coating
equipment “Flow Coater”

Develops and sells multiple
function food preservative
“Negamold”

1971

1992

Machinery

2010

Management
Acquires Vector Corporation
(the U.S.A.) (currently called
FREUND-VECTOR CORPORATION)

Management
Acquires Turbo Corporation
(currently called FREUNDTURBO CORPORATION)

2013

2015

Machinery

Chemicals

Sells tablet printing
equipment “TABREX”

Sells pharmaceutical
excipient for OD tablets
“NONPAREIL-105 (150)”

Management

Develops and sells automated sugar/film coating
equipment “High Coater”

Research and development
laboratories established in
Hamamatsu City, Shizuoka
Prefecture
Management

1978

2008

Chemicals
Develops and sells food
preservative “Antimold 102”

Machinery
Develops and sells new
tablet coating equipment
“HiCoater FZ”

1980
Management

20,000

1997

Freund Kasei Corporation
established in Urawa City,
Saitama Prefecture (currently
known as Saitama City)
(Absorbed in March 2014)

Freund Pharmatec Ltd.
established in Ireland
(transferred its business to
Sigmoid Pharma Ltd./Ireland
in February 2016)

2014
Machinery

2,500
(¥ million)

50 Years
of Operation
since
Founding

Develops continuous granulating
equipment “Granuformer”

1996

2,000

Management
Listed its shares on the
over-the-counter exchange
of Japan Securities Dealers
Association (JASDAQ)

15,000

1,500

Net Sales and Operating Income
Net Sales (Left axis)
Operating Income (Right axis)

10,000

1,000

Consolidated

5,000

500

Non-consolidated

Fiscal years ended February

1964 1974 1984 1994 1995 1996 1997 1998 1999 2000 2001

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

(forecast)

Medium-Term Management Plans:

8

FY02/00–FY02/02
1st Medium-Term
Management Plan

FY02/03–FY02/05
2nd Medium-Term
Management Plan

FY02/06–FY02/08
3rd Medium-Term
Management Plan

FY02/09–FY02/11
4th Medium-Term
Management Plan

FY02/12–FY02/14
5th Medium-Term
Management Plan

Yusho 21 Plan

Gaining superiority
over competitors
through dynamism of
FREUND Group

Taking on
challenge of
globalization

Business
restructuring and
establishment of
strategic objectives

Expansion of scale,
improvement of
operations and
management

FY02/15–FY02/17
6th Medium-Term
Management Plan

FY02/17 Targets

Change &
Challenge

¥23.0 bn.

Basic Theme of Business Strategy:
One for All, All for One
—Realization of growth through creativity
—Achievement of a lean
business structure

(FX rate assumption:
¥100/US$, ¥145/€)

Net Sales:

Operating Income:

¥2.3 bn.
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FREUND Snapshot:

Management Strategy:

Message from
Honorary Chairman

Interview with President and CEO

Passion behind Our
Corporate Philosophy

“Change & Challenge”
Pursuing the Ideal Vision
for “Uniquely FREUND”
during the Coming
50 Years

FREUND expresses its heartfelt appreciation to our
stakeholders for the understanding and support
provided to us.
FREUND was founded in 1964, which also
happened to be the same year as the first Tokyo
Olympics and the start of the Tokaido Shinkansen

Based upon the slogan “Change & Challenge,”

Bullet Train high-speed railway service, and we cele-

the 6th Medium-Term Management Plan was started

brated our 50th year of operations in 2014 thanks

in fiscal year ended February 28, 2015, the 51st year

to the support of all of our stakeholders.

of operations of FREUND (or the Company). President

Upon the celebration of our 50th anniversary of operations, I have decided to remove myself from the front line

Iwao Fusejima provided us with his views regarding

of our Company’s management and turn over the reigns

the future progress and direction of FREUND.

of management to a new generation of leaders.
I established FREUND’s corporate philosophy, which

Q

became the foundation for our Company’s growth, around
1969. Since our founding, FREUND and its employees have
steadily grown, and I saw the need to create a common and

Yasutoyo Fusejima

shared vision with them. Therefore, I created the corporate

Honorary Chairman

philosophy embodied in the theme “Develop the Future

A

Fiscal year ended February 29, 2016 (hereinafter the
“current fiscal year”) represents the second year of the 6th
Medium-Term Management Plan. Can you provide us with
a review of progress achieved in the Management Plan?
I would first like to highlight that the business environment

Iwao Fusejima
President and CEO

surrounding the Company has changed dramatically compared with when

through Creativity.”

the Plan was created 2 years ago. The largest change has been the increase in

In order to foster our Company, we recognized the need to

the pharmaceutical products industry has grown increasingly

demand for generic drugs based upon the era of “80% share of generic drugs” within

cultivate the market independently and through the support

difficult. Against this backdrop, our Group management

the Japanese pharmaceutical products industry, which has become a stronger than

of our employees’ efforts. Furthermore, we needed to iden-

and employees recognize the importance of this societal

expected tailwind. Furthermore, growth has continued in the global pharmaceutical market.1

tify needs of new markets in addition to the need to develop

mission, and we endeavor to maintain growth and develop-

products based upon new concepts and ideas. These require-

ment to achieve our 100th year of operation.

ments are embodied in our corporate philosophy “Develop
the Future through Creativity.”
Moreover, I recognized the need to concretely realize the

Therefore, we ask our stakeholders for their continued

Supported by the extraordinary demand for generic drugs within Japan, orders and sales of
the pharmaceutical product realm within the Japanese Machinery Business trended favorably.
The Company has been responding to this rise in demand by increasing its manufacturing

support and understanding for the activities of the

subcontractors from four to six and hiring more employees. With regards to the Japanese

FREUND Group.

Chemicals Business, favorable demand for generic drug applications allowed sales of high

abstract term “creativity.” Consequently, I identified four key

value-added products to expand. In overseas markets, the Machinery Business expanded

means of realizing “creativity,” including “creating highly unique

on strong demand for pharmaceutical product applications in the United States and Asia.1

products,” “creating new market applications through foresight,” “creating a management foundation that can invigorate our organization,” and “creating a corporate environment
where the spirit of challenge is adopted in taking on new difficulties.” In addition, I saw the need to shine a light upon our
“people” to “create rich interpersonal relationships” as the
fifth key method of realizing creativity.
Our corporate philosophy has taken root during the past
half century of our operations, and the implementation of this
corporate philosophy in the activities of our employees has
helped to firmly establish the FREUND Group.

Corporate
Philosophy

Develop the Future
through Creativity

FREUND identifies 5 types of creative strengths:
1 Creating highly unique products
2 Creating new market applications through foresight
3 Creating a management foundation that can

invigorate our organization

4 Creating a corporate environment where the spirit

of challenge is adopted in taking on new difficulties

5 Creating rich interpersonal relationships

In recent years, the operating environment surrounding

10
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In February 2016, FREUND transferred the business of FREUND PHARMATEC Ltd. to the
venture company Sigmoid Pharma of Ireland, which conducts new drug development based
on FREUND’s equipment and mini-capsule technology, as part of our strategy of facilitating
a new fundamental structure for global research and development.
In the realm of non-pharmaceutical products, promotion of efforts to strengthen marketing
and contracted processing and measurement tasks allowed both orders and sales of the industrial machinery business to grow. The Company was able to exceed the long held sales target
for food preservatives (Chemicals Business) of ¥2.0 billion on the back of efforts to strengthen
its product lineup and marketing.
As a result of these developments, consolidated net sales, and operating, ordinary and
net incomes for the current fiscal year rose by 9.2%, 17.1%, 11.6% and 38.1% year-on-year
to ¥19,027, ¥1,346, ¥1,394 and ¥961 million, respectively.

2
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1. For further details, please refer to
“Market Environment Surrounding
the FREUND Group” on page 15,
and “Feature 2: Global Development of Pharmaceutical-Related
Business” on pages 18 to 19.
2. For further details, please refer to
“Financial and Non-Financial Highlights” on pages 4 to 5.
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Interview with President and CEO

Q
A

Please tell us about the
Company’s consolidated
financial forecasts for fiscal
year ending February
28, 2017 (hereinafter the
“coming fiscal year”).

FREUND” that leverages our powder technologies and contracted services of “hardware and

FY02/17 Consolidated Financial Forecasts
FY02/16

software fusion.” In the food preservatives business, opportunities will be cultivated within
FY02/17

YoY Changes

¥ million

the larger de-oxidant market in addition to the traditional alcohol-type evaporative product
%

market. And by listening to the voices of a wider range of clients, FREUND will endeavor to
cultivate opportunities in new markets.

19,027

20,000

+973

+5.1

Operating Income

1,346

1,900

+554

+41.1

The coming fiscal year will be the final

Ordinary Income

1,394

1,900

+506

+36.2

year of the current 6th Medium-Term

Net Income3

961

1,180

+219

+22.8

55.74

68.43

+12.69

+22.8

Capital Investments

266

300

+34

+12.8

Depreciation

321

320

-1

-0.3

R&D Expenses

687

700

+13

+1.9

Management Plan, and our forecasts
call for continued strong demand for
generic drugs related products to allow
sales, and operating, ordinary and net
incomes3 to rise by 5.1%, 41.1%, 36.2%
and 22.8% year-on-year to ¥20,000,

Net Sales

EPS*

4. For an overview of our business asset restructuring please refer to the section of “Management Discussion and
Analysis” on pages 34 to 35.

FREUND Group Business Portfolio

Equipment

respectively.

Chemicals

strategy that includes a view of global markets for the next Medium-Term Management Plan.

1. The “
2. The “

What sort of measures are you implementing in response to the
strong domestic pharmaceutical product market, and to establish your
growth strategy for the coming 50 years entitled “Uniquely FREUND”?

attributes the current favorable environment to extraordinary demand and we will sow the

growth strategy for

a more effective business portfolio.4
value-added pharmaceutical excipient services by leveraging its machinery equipment to

the achievements

a technical support function to be able to propose drug formulation technologies which

and reviews of

contribute to clients’ differentiation. Also, efforts will be made to strengthen businesses outside

various issues

of the powder engineering, and granulation and coating process technologies as reflected by

experienced

markets will be accelerated along with efforts to develop overseas markets for deployment
of the Chemicals Business.
In the non-pharmaceutical business field, FREUND-TURBO CORPORATION is leading
efforts to expand FREUND’s industrial machinery business. Lithium-ion battery applications

(Functional Food Materials)

Grinding/
Classifying

Blending/
Kneading

Granulating

Drying/
Grading

Tableting

Coating

Tablet

Printing

Packing

Using core competences in Equipment and Chemicals Divisions to provide unique products

Term Management
Plan based upon

the tablet printing equipment currently being developed. Moreover, efforts to develop global

FREUND
CORPORATION

” marks reflect products which are supplied on a partial basis.
” marks reflect internal manufacturing processes of which some are outsourced.

Active
Pharmaceutical
Ingredients

the next Medium-

With regards to the pharmaceutical business field, the Company has expanded its high
realize “fusion of hardware and software” within Japan. At the same time, we have added

—

FREUND Group Business Fields

We look forward to

we can capture demand in the coming and following fiscal years. However, the Company

we have conducted a significant amount of detailed business asset restructuring to create

Testing

FREUND Group’s Business Fields based upon Pharmaceutical Products Manufacturing Processes

creating a global

seeds that will fuel future growth while these favorable conditions continue. At the same time,

Manufacturing

(Food Preservatives)

3. Along with revisions of accounting standards, the definition of “net income” will be changed to “net profits attributable
to parent company shareholders” from the coming fiscal year.

expanded its output capacity during the current fiscal year in order to ensure that

Development/
Designing

(Pharmaceutical Excipients)

because of the ever larger changes confronting the Company and in order to create a growth

As a response to the “age of generic drug market share of 80%,” FREUND has

Non-Pharmaceutical
Product

FREUND-VECTOR
CORPORATION

changes. However, we are conducting reviews of the results achieved and other issues

A

Pharmaceutical
Product

Internal Manufacturing Process2

FREUND-TURBO
CORPORATION

The Company has been able to grow until now by responding appropriately to various

Q

Business Field1

FREUND
CORPORATION

* Earnings per share have been adjusted to reflect a 2-for-1 stock split implemented on March 1, 2016.

¥1,900, ¥1,900 and ¥1,180 million,

Operating
Company

Division

Grinding/Classifying Equipment

Granulating Equipment

Coating Equipment

Printing Equipment

Fine Chemicals

Excipient

Coating Liquids

Ink

Domestic

FREUND CORPORATION
FREUND-TURBO CORPORATION

FREUND CORPORATION

FREUND CORPORATION

FREUND CORPORATION

Overseas

(FREUND-TURBO CORPORATION)

FREUND CORPORATION
FREUND-VECTOR CORPORATION

FREUND CORPORATION
FREUND-VECTOR CORPORATION

—

until now.
Strengthen
Non-Pharmaceutical Product Field

Fortify
Global Operations

Enter into
New Business Fields

are one of the new product fields for FREUND where we can pursue our strategy of “Uniquely

12
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Interview with President and CEO

Q
A

What sorts of changes have you seen within
FREUND since you implemented the slogan
“Change and Challenge” as part of the
Medium-Term Management Plan?

Close-Up:

Market Environment
Surrounding the FREUND Group
Global Pharmaceutical
Market Outlook

I believe that “a sense of unity” amongst our

Pharmaceutical Spending by Region and Major Countries (US$ billion)
170–200

29–39

150–180

560–590

144.0
430.0
The United States medical information
115.2
79–89
78.3
16.6
service IMS Health Incorporated Global
13–19
+1–4%
+5–8%
+6–9%
Outlook for Medicines (From 2016 to
34–44
+11–14%
12.1
+0–3%
2020) calls for the gap between usage
2015 2020
2015 2020
2015 2020
2015 2020
28.1
RUSSIA
CHINA
UNITED STATES
EU5
of medicines in developed and phar2015 2020
+5–8%
JAPAN
+9–12%
merging countries to narrow, with
2015 2020
2015 2020
Rest of World
INDIA
growth during the coming five years
BRAZIL
11–13%
Rest of World
expected to range between 4% to 7%
12.7%
and for total global pharmaceutical
spending to expand to US$1.4 trillion
Pharmerging
US$1,400–
+4–7%
US$1,068.8
23.3%
by 2020.
billion
1,430 billion
2016–2020 CAGR
Pharmaceutical usage is expected
2015
2020
Developed
Pharmerging
Developed
to expand in India, China, Brazil,
64.0%
25–26%
62–63%
Indonesia and other pharmaceutical
emerging countries over the next five
Source: IMS Market
Notes:
Prognosis, October 2015
1. US$ denominations are based upon variable foreign exchange rates
years. Furthermore, pharmaceutical
2. Compound annual growth rates of US$ denominations are based upon constant foreign exchange rates as of Q2 2015
3. EU5 countries include Germany, France, Italy, Spain and the United Kingdom
volume administered to patients is
expected to grow by 24% from 2015
is expected to expand, and new innovation in this realm
to 4.5 trillion units.
is much anticipated.
According to IMS Health, usage of generic drugs, nonEven in the pharmaceutical developed market of the
original brand drugs, and OTC products is expected to
United States, the share of generic drugs of all dispensed
reach 88% of all pharmaceutical products in pharmerging
pharmaceutical products is expected to rise from 88% to
countries. Consequently, demand for low-priced pharmaceubetween 91% and 92% from 2015 to 2020.
tical products and technologies to create such products

employees and management has been firmly established and
that our employees have come to understand the importance of “communication” during the second year of our
Medium-Term Management Plan. The FREUND Group seeks
to leverage the unity between its group companies to cultivate new markets not only in Japan, but also globally, and we
will proactively cultivate new growth opportunities. I believe
that this spirit has been instilled in all of our management and
employees since the implementation of the current Plan.
With a view to our future business expansion, improvements have been made including the move of our head
office in June 2016 to improve the office environment by
taking up an office with greater space. The move to a new
office is just one of various efforts being implemented to
realize the slogan of “Change & Challenge” in our MediumTerm Management Plan.
Given that I do not have a background in technology,
I believe my role as the CEO of FREUND, which is a research
and development based firm, has been to create an environment that encourages and motivates our employees to be productive and effective. In
keeping with this belief, my most important mission has been
to create a work environment that enables our employees to realize their dreams and allows
them to create new business opportunities.
Along with our head office move, the FREUND Group will enhance its corporate culture
and working environment so as to cultivate greater numbers of staff who can proactively
develop new markets, and review its personnel system on an ongoing basis.

Q
A

Can you provide a message for your stakeholders?
The Company’s ability to respond accurately and appropriately to various changes
has enabled us to continue to grow. However, we are now confronted by even
larger changes. Achievements and issues of the current Medium-Term Management Plan ending in the coming fiscal year will be reviewed in detail to help

create a global growth strategy that can become the base for our next Medium-Term
Management Plan.
The source of our growth is the proactive nature of each of the Group’s employees.
Furthermore, we ask for the support and understanding of our stakeholders from a mediumto long-term perspective as we endeavor to achieve an even greater “sense of unity” and
as we take on new challenges.

14
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The Group will
endeavor to take
on a wide range
of projects in
order to realize
“Change &
Challenge.”

Generic Drug Trends within Japan
manufacturers are increasing their capital investments,
Against the backdrop of an acceleration of the aging of society,
acquiring manufacturing facilities and expanding their use
“reductions in medical expenses” is a hot topic. And as part
of CMO (Contract Manufacturing Organization) in order
of this trend, an expansion of the generic drug market is also
to stably provide increased amount of products.
anticipated. The Japanese Government passed a cabinet resolution in June 2015 for a “Basic Policy”
with volume-based targets for expanManufacturing Volume (Tablet Volumes)
2020
sion in the share of generic drugs by
GE
External Environment Projections for FREUND (Industry Trends)
Market
mid-2017 to over 70%, and to over 80%
Ethical Pharmaceutical
100
Product Market:
as early as possible during the period
+20 Billion
Tablets Billion
+22 Billion
from 2018 to end of fiscal 2020.
Tablets
2014: 114.4 billion tablets
Tablets 80 Billion
+21 Billion
Tablets
The targets within this new promoTablets 58 Billion
80%
Tablets
37 Billion
tion policy represent a 17% increase
70%
2020: 128.7 billion tablets
Tablets
(Old Target: 60%)
50.7%
from the previous volume share target
34.2%
of over 60% for fiscal 2017, and a 30%
FY03/12
FY03/15
Mid-2017
2018 to End
increase from the targets set out in the
Generic Drug Market Size
of Fiscal 2020
(Billion Tablets)
“Generic Drug Era of 80%.” Along with
Generic Drug Share (%)
Source: FREUND Study based on Japan Generic Medicines Association (JGA) Data
this new policy, major generic drug
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Management strategy:

Feature Topic 1: The Origin of “Uniquely FREUND”
Major Strength of the FREUND Group:
Fusion of Machinery and
Chemicals Businesses
Granulation and coating technologies and equipment for pharmaceutical products, foods, and chemical products, in addition to sensing and mechatronics technologies of the Equipment Division are
amongst the strengths of FREUND, in addition to food preservatives,
food and pharmaceutical excipient sales and contracted processing
within the Chemicals Division. The employment of specialists with a
wide range of technical expertise and the fusion of both business segments are important strengths of the FREUND Group. We spoke with
Directors of both business divisions about the current state of this
fusion, which is based upon the principle of “Uniquely FREUND.”

Close-Up:

Pharmaceutical-Related Chemical Product
Development Front Line

OD Tablet-Related Product Lineup

Narimichi Takei, Ph.D

Kazuomi Unosawa

Director,
Chemicals Division

General Manager,
Equipment Division

The “NONPAREIL” series of products has been created within
the OD tablet-related product lineup. Traditionally, “NONPAREIL”
products used granulated sugar as their nucleus. Square particles were coated with powdered sugar to make them round.
However, granulated sugars small enough to manufacture 0.1
millimeter diameter-sized fine particles were not available. Therefore, products known as “NONPAREIL-105/108” were made
through a special process making the raw materials themselves
round without creating a nucleus.
“Granutol,” which uses mannitol, a kind of sugar alcohol, is
used as an excipient in the direct tablet manufacturing process
for many orally disintegrating tablets. The delicate sweetness
and refreshing feeling of tablets made using mannitol makes
them easy to swallow even if they dissolved within the patients’
mouths. In addition, mannitol is easy to use as there is no chemical reaction with the medical agents as the sugar alcohols are
not absorbed within the body. “NONPAREIL-108” uses mannitol
in its manufacturing process (See diagram below).

What is “Uniquely FREUND”?

FREUND has developed a reputation as the only company with

TAKEI The largest factor behind our principle of “Uniquely

the ability to provide training in OD tablets. Consequently, with

FREUND” is our ability to conduct collaboration between

OD tablets at the core, FREUND’s “pen” and “ink” are serving as

our Machinery and Chemicals Businesses. The pharmaceu-

the engine of growth.

What is “Uniquely FREUND”?

tical industry views the management of good manufacturing

UNOSAWA Medicines are originally bitter tasting, and therefore

practices (GMP)* as an important issue, with the need to mass

not fit for oral disintegration. Medicines were coated so as not

produce manufactured products at the research level. There-

to dissolve within patients’ mouths. However, there was a need

Small diameter grade “Granutol F (Fine)” was launched as a
new product. Along with an expansion in manufacture of this
product, collaboration with the Machinery Business segment

fore, there was a tendency to source all laboratory, experiment

to have the tablet dissolve in the mouth along with the appear-

and manufacturing equipment from the same manufacturer.

ance of OD tablets. Therefore, medicine particles were made

However, FREUND boasts of sales staff with in depth knowl-

smaller and each particle was coated. And while “NONPAREIL”

edge of machinery who can market laboratory and experiment

fine particles were developed, the size of granular raw materials

equipment to employees with expertise in formulation technol-

used in manufacturing equipment suddenly became very small.

ogies working at pharmaceutical companies at the initial design

Consequently, new difficulties arose including particles sticking

stages of formulation development.

to each other or breaking. To address these difficulties, an

UNOSAWA Amongst the most important factor I identify is

approach that seeks to make resolutions from both the equip-

our ability to realize effective development and collaboration

ment or hardware side, and from the formulation or software

through cooperation between our two highly flexible business

side was implemented. FREUND also currently provides instruc-

segments that would not be possible with just one business. In

tion on how to use its unique machinery and technologies,

particular, this strength contributes to our Machinery Business

thereby deploying a “Uniquely FREUND” business.

segment’s product delivery track record which overwhelms

TAKEI Along with the aging of society, the need to make medi-

our competitors.

cines easier to swallow is increasing, and there is a need to allow

Efforts to Develop Orally Disintegrating Tablets

tablets smaller is growing, and this need is expected to expand
around the world. Currently, FREUND is the only company with

nological realm that reflects the principle “Uniquely FREUND.”

technologies capable of manufacturing 0.1 millimeter diameter

FREUND is a global manufacturer of highly unique formulation

spherical particle sized products. The Company boasts of a full

equipment that boasts of a wide range of analysis equipment.

product lineup of excipients for orally disintegrating tablets and

In other words, we may also be considered as an excipient

efforts are being strengthened to expand sales of these products.

manufacturer with a wide range of formulation equipment.

* Pharmaceutical product quality control standard as defined by the Federal
Food, Drug and Cosmetic Act created in 1938 by the United States Food
and Drug Administration
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“NONPAREIL-108” are spherical particles of 100%
D-mannitol. The spherical particles of D-mannitol
were successfully made by granulating crystals
into nuclear particles, then pulverizing them to
become layered powder.
200μm

D-Mannitol

Nuclear Particle

NONPAREIL-108

Technical Service Front Line

than dissolving in their mouths. Therefore, the need to make

development of orally disintegrating (OD) tablets as a tech-

While formulation training sessions were started five years ago,

Diagram: “NONPAREIL-108” Tablet Manufacturing

medicines to pass through patients’ throats more easily rather

TAKEI FREUND has focused its efforts in recent years upon the

has been conducted to replace
the conventional machinery
equipment that was difficult to
use, with improved equipment
using high speed fluid bed
technologies that is easier
to operate.
During the launch of manufacturing for products, various
issues can be overcome by
using knowhow cultivated
in the Machinery Business
segment, and various informaYasuaki Morimoto
tion collected by the TechSenior Manager,
nical Service Section can be
Functional Excipients
put to use in the development
Development Section,
of products. As expressed by
Chemicals Development
the company name “FREUND”
Department,
Chemicals Division
(The German word for friend),
we seek cooperation of
various businesses and partners from within and outside of the
Company to create new value addition. This process reflects
the principle of “Uniquely FREUND” and is the source of our
high level of competitive capability.

Takuya Nakamura
Senior Manager,
Technical Service Section,
Technology Development
Department,
Equipment Division

The main role of the Technical Service Section is
to conduct performance evaluation tests at the
machine marketing inquiry stage. This section
maintains equipment which are used to conduct
the tests. For equipment being considered for
purchase for which the need for testing is high
include “FLOW COATER” which enables fluid
bed granulation, drying and particulate coating,
“HICOATER FZ,” a multiple function coating
equipment, and “ROLLER COMPACTOR,” a
dry granulation equipment for pharmaceutical
and non-pharmaceutical products.
Chemical product development leverages
technologies cultivated by this section. Furthermore, machinery equipment and chemicals
business software assets cultivated by this
section are passed along from employee to

employee. And while efforts have been made
to create a database of this software since
about 10 years ago, efforts to leverage these
assets on a companywide basis are being
strengthened.
In addition, FREUND has implemented
measures to provide and gather information
by raising the amount of contact with clients
through marketing visits to major clients in
Asian countries and to expand the field of vision
and to strengthen its support services. Through
these activities, the Company seeks to improve
its existing products and develop new products,
while at the same time increasing the amount of
information shared with the Chemicals Division
to achieve higher levels of integration of our
overall business foundation.
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Management Strategy:

Feature Topic 2: Global Development
of Pharmaceutical-Related Business
Anticipate Expansion in Global Markets over
Medium-Term on Back of Pharmaceutical
Usage Expansion in Pharmerging Countries
and Dissemination of Generic Drugs

Milan
Turkey

The United States medical information service IMS Health Incorporated Global
Outlook for Medicines (From 2016 to 2020) calls for China, Brazil, Russia, India and
other pharmaceutical emerging countries to expand their usage of medicines from
US$1.0688 trillion in 2015 to over US$1.4000 trillion in 2020 (Growth of
over 30%). In addition, the share of generic drugs is also expected to expand globally.
Against this backdrop, the FREUND Group will deploy its businesses globally including
our granulating and coating equipment for use by pharmaceutical companies. FREUND
CORPORATION will be responsible for the Asia region, and FREUND-VECTOR CORPORATION for North, Central and South Americas, Europe, and the Middle East regions.

China

South
Korea

Hamamatsu

While there are estimated to be some 2,000 pharmaceutical

Overview of Business within North, Central and
South Americas, Europe, and the Middle East

companies within Japan, there are an estimated 5,000 in China

An economic slowdown has caused business in Central and

and 10,000 in India. FREUND CORPORATION is promoting

South Americas to stagnate. Moreover, strengthening of the

efforts to strengthen its distributor network in the main markets

dollar has contributed to a weakening of the competitive posi-

of India, China, Korea and Taiwan.

tioning relative to European manufacturers. However, demand

Along with the efforts to strengthen its distributor network

within the United States market continues to grow and offset

in India promoted during the past several years, a contract

these negative factors in other markets, allowing FREUND-

with a new dealer in Korea was signed in FY02/16. In partic-

VECTOR to achieve its second highest sales during FY02/16.

ular, FREUND CORPORATION is focusing upon the India, Korea

FREUND-VECTOR is responding to increases in system size

and China markets, and it is responding to the needs of these

and sales volumes by expanding its assembly plant operated by

markets with flexible provision of products and hosting of

the headquarters in the United States by 1.5 times and thereby

private seminars through collaboration with FREUND-VECTOR.

increasing its output capacity. Furthermore, optimization of large
equipment assembly and pre-shipment testing processes are
also being promoted.

Net Sales by Region (¥ million)
Overseas Sales Ratio (%)

Japan
North America
South and Central America
Europe
Others
Overseas Sales Ratio (%)

19,027
1,027
937
1,325

17,424

17,616
2,177

1,246
450
1,071

701
1,503

2,190

1,599

28.8%
25.1%

24.9%
13,233

FY02/14

13,056

FY02/15

13,547

Moreover, region specific seminars are being held to
enhance FREUND’s presence in Europe along with the ramp up
of operations at the laboratory in Milan, Italy opened in 2014.
The recognition and favorable reputation of this laboratory is
growing due to numerous tests and support for clients’ research

5.4%
4.9%
7.0%
11.5%

and development which have been implemented there.
In the future, the number of seminars held and the test

Sales
Breakdown
by Region

capacity will be increased. Also, exhibitions in regions yet to be
entered and seminars will be held at client sites to further raise
the brand recognition of FREUND and to expand its business.

(FY02/16)

71.2%

FY02/16

In FY02/15, the Company reviewed its regional segments and divided the regional
segment classified as “Others” into “South and Central America” and “Others.”
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Mexico
Strong Regions
Areas of Focus
Research and Development Facilities
Main Distributors
Laboratory

Sweden
Finland
Norway
Estonia
Denmark
Ireland

Latvia
Lithuania

United
Kingdom Netherlands Germany
Poland
Belgium
Czech Rep.
Ukraine
Slovakia
Austria
Moldova
Hungary
France
Slovenia
Romania
Italy

Overview of Business within the Asia Region

FREUND-VECTOR CORPORATION

FREUND-TURBO CORPORATION

Taiwan

India

The United States

FREUND CORPORATION

Portugal

Spain

Greece

Turkey

Cyprus
Israel

Smiley Area:

Egypt

Jordan

The FREUND Group is fortifying its marketing bases through
the facilitation of its dealership network, and enhancing its
demonstration centers and laboratories as part of its efforts
to better assess the needs of both the market and its clients in order to expand its businesses. FREUND-VECTOR
CORPORATION, which operates in North America, South
and Central America, Europe and the Middle East, is also
strengthening its marketing capabilities in the “Smiley Area”
of Europe and the Middle East where there are numerous
generic drug manufacturers. Consequently, it added a laboratory in its demonstration center in Milan, Italy. At the same
time, FREUND CORPORATION has focused its efforts in the
Asian region upon India, China and South Korea, and is promoting a strategy of strengthening its dealership network
and developing its markets.

Brazil

Argentina

Message from Sales Agency 1

Message from Sales Agency 2

Asia: Mr. Kim Man-Su, President,
DONGBIN TRADING LTD. (South Korea)

Europe: Mr. Michael Wren,

DONGBIN TRADING is one of Korea’s largest pharmaceuticalrelated product trading firms, and they import and sell FREUND’s
granulating and coating, tableting, drying, filling, packaging and
other machinery.
FREUND CORPORATION began providing products to
DONGBIN TRADING from 2014, with full scale business
starting in 2015. A number of orders for large projects have
been acquired and sales activities are picking up based upon
strengths of the marketing and sales capabilities of DONGBIN
TRADING and product capabilities of FREUND and its Group
companies.
About 40 clients were invited to a private seminar
conducted by FREUND and FREUND-VECTOR where sales
representatives of both companies were present to explain
products and technologies at the end of October 2015. Also,
FREUND jointly displayed a booth at the large exhibition known
as Korea Pack where FREUND displayed its “GRANUREX”
dry granulation equipment.
A large number of European and North American machinery
manufacturers have entered the
Korean market, and machinery
with global functionality are
sought after. The FREUND
Group products are backed by
their high regard in not only
Japan but also other global
markets. This partnership will
be strengthened to expand
President Kim, DONGBIN TRADING
our business in Korea.

Wren Tech is a top-class trading firm in Ireland specialized in
pharmaceutical equipment. Wren Tech markets and sells a wide
range of products including FREUND-VECTOR’s granulation and
coating machines as well as material handling equipment and
valve systems.
Ireland is a global mecca of the pharmaceutical industry with
a strong talent pool and government support, and many global
mega pharmas have R&D and manufacturing facilities. Wren
Tech is highly regarded by such big pharmas with a strong
reputation of customer reach, market understanding, and
range of products with strong functionality and quality.
The relationship between Wren Tech and FREUND-VECTOR
dates back to 2005 when both companies combined forces to
establish the top market position in Ireland. FREUND-VECTOR
possesses a wide range of competent granulation/coating products. Also, the service and responsiveness to client demands have
been a strong differentiator against many regional competitors.
Recently, at a new FREUND-VECTOR’s laboratory in Milan,
Italy, a special seminar was held targeting key customers from
Ireland. This new laboratory is an important base for strengthening the European presence of
FREUND-VECTOR with easier
access to test and machine
demonstration capability.
I am sure that both Wren
Tech and FREUND-VECTOR will
continue the good partnership
and further solidify their market
Special seminar at Milano Laboraposition.
tory targeting clients from Ireland

Managing Director, Wren Tech Ltd. (Ireland)
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BUSINESS strategY:

Close-Up:

Machinery Business Segment

Manufacture and Sales of Granulating and
Coating Equipment for Pharmaceutical,
Food, Fine Chemical and Other Products
NET SALES:
SEGMENT
INCOME:
GROUP
COMPANIES:

¥13,037
¥1,189

FREUND-TURBO CORPORATION
to Create New Growth Drivers in
Non-Pharmaceutical Business Field

Order Received,
Order Backlog

12,407

million (19.2% up YoY)

Segment Sales,
Segment Income,
Segment Income Margin
13,112
11,004

10,067

million (7.3% up YoY)

FREUND CORPORATION
FREUND-TURBO CORPORATION
FREUND-VECTOR CORPORATION

10,941

History of FREUND-TURBO

9,914

9,272

6,682

7,086

11.8%

11.3%

10.1%

5,263

9.1%

4,991

CHARACTERISTICS:
—Coating equipment boast of roughly 70% share of the Japanese market
—Accelerated deployment of business in Asia, in addition to Europe and
North America via the US subsidiary
—World’s only company conducting development of equipment based on
drug formulation technologies
—Fusion of granulating/coating, and grinding/classifying technologies to
expand sales of industrial machinery applications

13,037

1,172
FY02/13 FY02/14 FY02/15 FY02/16
Orders Received (¥ million)
Order Backlog (¥ million)

1,242

1,108

1,189

FY02/13 FY02/14 FY02/15 FY02/16
Segment Sales (¥ million)
Segment Income (¥ million)
Segment Income Margin (%)

FY02/16 Overview
In Pharmaceutical Products, strong
demand created by capital investments
by the Japanese generic drug industry
contributed to strong order trends and
allowed FREUND CORPORATION’s nonconsolidated net sales and operating
income to both grow. The United States
subsidiary FREUND-VECTOR saw an

12%

88%

Sales
Breakdown
Pharmaceutical Products
Industrial Products

increase in net sales on the back of strong
demand in North America, but higher
expenses arising from upfront investments for business expansion contributed to a
“HICOATER FZ”: A multi-functional fully perforated
coating equipment for tablets, granule films and
sugar coating, etc.

We asked Souichi Watanabe, Representative
Director and President of FREUND-TURBO
CORPORATION, about the current business
environment, and new market development.

small decline in operating income.
In Industrial Products, the Japanese subsidiary FREUND-TURBO CORPORATION
recorded increases in both net sales and operating income on the back of successful
efforts to strengthen its marketing structure.
As a result of these developments, the Machinery Business Segment recorded
growth in segment sales and incomes, and both orders received and order backlog
rose to record high levels.

The original company Turbo Corporation was founded in 1967
as a company developing high-speed airflow-type fine grinding
equipment for resin grinding called “Turbo Mill,” for which a
patent won an invention award in 1969. In 1972, a factory was
opened at the site of the current head office, and contracted
grinding of synthetic resins using dry mill “Turbo Mill” was started.
Thereafter, dry granulation equipment, classifiers, wet grinding
mills and other products were added to the lineup. In 2010,
Turbo Corporation joined the FREUND Group and its advanced
high-speed dry grinding technology is currently one of FREUNDTURBO’s main strengths.
Because FREUND-TURBO is a research and development
company, it lacked its own in-house marketing team for a long
period of time and relied upon distributors for its sales. However,
a marketing office was opened in Shinagawa, Tokyo in 2014 in
order to provide better client services, and a marketing office was
opened in Osaka to service our main chemical manufacturing
clients located in the Kansai and Shikoku regions in 2015.

FREUND-TURBO Business Overview
While net sales rose by 20.5% year-on-year to ¥1,205 million
during FY02/16, operating income improved to ¥94 million from
¥(12) million in FY02/15. As per sales breakdown by business field,
chemicals including foods, pharmaceuticals, and contracted operations comprised 75%, 15% and 10% of total sales, respectively.
The improvement in profitability is attributed to the increase in
sales arising from strengthened marketing function, start of highly
profitable contracted granulating services from 2015, and declines
in low profitability contracted grinding services.
FREUND-TURBO operates in the powder materials market
which is estimated to amount to between ¥200.0 to ¥300.0 billion
in size. There are estimated to be several hundred companies
with various specializations operating within this market. Against
this backdrop, FREUND-TURBO operates in the toner, lithium-ion
battery and other sub-segments of this market where the market
size is relatively large, and where there are high levels of techno-

FY02/17 Outlook

Special Side Seal Used

With regards to Pharmaceutical Products, strong demand for generic drugs within
Japan is anticipated as the Japanese Government promotes strategies for the diffusion of generic drugs. Marketing activities to major generic drug manufacturers will be
further strengthened, and the lineup of new product launches will also be expanded.
Also, efforts to strengthen marketing and new product development will be made
“FLOW COATER”: A granulating, drying and fine
particle coating equipment that docks the spray
system in the fluid bed dryer
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Detection of Strengths
in Three Dimensions

for the field of Industrial Products. Consequently, segment sales are expected to rise
by 8.5% year-on-year to ¥14,150 million.
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“V Turbo”

“Roller Compactor”
(Mini-batch system installed)

Souichi Watanabe
Representative Director and President,
FREUND-TURBO CORPORATION

logical and functionality required. In the future, expansion of
business into Southeast Asia and possibly other overseas markets
is also being considered.

Regarding Development of
“Uniquely FREUND-TURBO” Products
First, we are endeavoring to expand the realm of applied
responses with the high-speed grinding technology as our core.
For example, a new system called “Multi-Cooling System Turbo
Mill” adds water cooling to the grinding machinery structure in
addition to the conventional structure where heat of grinding is
restrained by use of ultra high-speed swirling current method to
expand the processing capacity by large margins. In addition to
a series of products for toner and battery material applications, a
new series for food products seasonings, which do not withstand
heat well, is also expected to be introduced.
Grinding equipment with internalized classifying function
called “V Turbo” has software that controls the various functions
of independent machinery including a capability to balance the
revolutions between the high-speed grinding and classifying
functions to realize machinery with the industry’s highest levels
of performance. Furthermore, various ceramic parts have been
used to eliminate metallic contamination in lithium battery and
other new electronic material applications.
Product development that can lead to invigoration of the
conventional product markets is also being conducted. One
example is the dry granulation equipment “Roller Compactor (RC)”
used in the “Mini Batch System.” In conventional applications, it
was difficult to manufacture granules using small amounts of raw
materials in the large equipment. However, it is possible to manufacture granules using trace amounts of raw materials of only
several hundred grams by using this new system in conventional
roller compactors.
In this manner, development of products based on evolutions
of our unique technologies allows us to create new products that
are expected to become significant contributors to earnings.
Please visit http://www.freund-turbo.co.jp/en/ to learn more.
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BUSINESS strategY:

Close-Up:

Chemicals Business Segment

Manufacture and Sale of Pharmaceutical
Excipients, Food Preservatives and
Dietary Supplements

Order Received,
Order Backlog
2,844

NET SALES:
SEGMENT
INCOME:
GROUP
COMPANIES:

¥5,990
¥519

Food Preservative a Cornerstone
of Non-Pharmaceutical Product
Field in Chemicals Business
Segment Sales,
Segment Income,
Segment Income Margin

2,737
6,482

million (7.6% down YoY)

6,611

6,482

5,990
1,932

million (9.6% up YoY)

546

1,997

560

8.7%

8.7%

FREUND CORPORATION

7.3%

242
98

5.7%

CHARACTERISTICS:
—Pharmaceutical excipients are manufactured at GMP* certified facilities
—Food preservatives are used to preserve the quality of various foods and
contribute to food safety
—Commercialization of dietary supplements and seamless mini-capsules
jointly developed with client companies using granule manufacturing and
coating technologies

565
FY02/13 FY02/14 FY02/15 FY02/16

* GMP: Good Manufacturing Practice

379

474

519

FY02/13 FY02/14 FY02/15 FY02/16

Orders Received (¥ million)
Order Backlog (¥ million)

Segment Sales (¥ million)
Segment Income (¥ million)
Segment Income Margin (%)

FY02/16 Overview
Sales of pharmaceutical excipients to
Japanese generic drug manufacturers are
expanding on the back of the Japanese
Government’s policy of hiking its generic
drug usage targets. While sales of pharmaceutical excipients has fallen due to a shift

31%

Sales
Breakdown
Pharmaceutical Excipients
Food Preservatives
Supplements and
Other New Products

from low to high profitability functional
excipients used in oral agents, segment
income managed to grow.
Moreover, the subsidiary FREUND

36%

33%

PHARMATEC in Ireland was sold to the pharmaceutical venture corporation Sigmoid
“Granutol”: Direct tableting diluting agent for
D-Manitol developed from technologies for
“Di-Lactose (direct compression use lactose)”

Pharma on February 4, 2016.

margin and operating income declined by a small margin.
With regards to new food products, adjustments in a major client’s manufacturing
schedule led to a decline in sales of dietary supplements using the Company’s technologies, and caused its sales and operating income to decline.
As a result of these developments, the sales of Chemicals Business Segment
declined, but segment income rose from the previous fiscal year.

FY02/17 Outlook
With regards to pharmaceutical excipients, continued strong demand from generic
drug manufacturers is anticipated, but manufacturing schedule adjustments by a client
producing new food products is expected to linger and segment sales are expected
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Food Preservative Business Overview
Food preservatives consist of two types: the “oxygen scavenging”
type which uses iron oxidation to absorb oxygen and possesses
bacteriostatic effects and oxidation prevention functions, and the
“ethanol evaporation” type with bacteriostatic effect and ability to
maintain the moist qualities of foods. FREUND’s “ethanol evaporation” type product “Antimold” boasts of a market share of roughly
40% in Japan. Also, its product “Negamold” with superior bacteriostatic effect and antioxidant and ethanol evaporative effect is
also sold. In addition to its food preservatives, FREUND also operates analysis equipment to measure water activity value used as
a food decomposition indicator and conducts various testing for
food manufacturing companies including user-clients of food
preservatives.
Knowledge of powder engineering is necessary because
numerous types of powder processing technologies are used in
the manufacture of food preservatives. Therefore, the bountiful data accumulated by the Equipment Division can be used
in development of food preservatives. In addition, technological
development is also dependent upon knowledge of chemistry
and food microbiology.

New Product Development Conditions
and Direction of Business Deployment
With regards to future business growth strategy, FREUND
will fortify its product lineup and deploy its businesses in

Tomoyuki Shoubu
Senior Manager, Food Preservative Development Section,
Chemicals Development Department, Chemicals Division

overseas markets.
As part of our product lineup fortification strategy, we will
promote development of a lineup of over five food preservative products over the medium term. In 2014, two Negamold
products, including “Non-Iron Grade” and “Oxygen Detecting
Agent Grade,” with improved usabilities were launched in 2014.
FREUND is also considering entering the “Deoxygenation” type
food preservative market, which is close to 10 times the size of
the “ethanol evaporative” type market.
As part of the overseas market businesses deployment
strategy, FREUND has already established a track record in
Taiwan, where its products are used by Japanese convenience
store chains that operate stores in Taiwan, and marketing
in Korea and other Asian markets have been started. As the
machinery and pharmaceutical excipients businesses have
already been launched in overseas markets, the Company
is also considering launching businesses by leveraging on
such existing business foundations.

While aggressive marketing efforts were conducted amidst the intensifying competition within the food preservative business, sales growth was limited to only a small

“Negamold”: A food preservative that suppresses
bacteria breeding through bacteriostatic function
and oxygen scavenging of microorganisms using
alcohol of FREUND product “Antimold Mild”

FREUND’s food preservative business was
started in 1978, and in-house manufacture
began on a full scale from 2014 at its facilities
in Hamamatsu. Senior Manager Tomoyuki
Shoubu of Food Preservative Development
Section spoke with us about the current
development conditions of food preservatives.

to decline by 2.3% year-on-year to ¥5,850 million.
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Voices of Our Clients

Mr. Hiroshi Takahashi, Executive Officer, CHERIER Co., LTD.

Our company was founded in Tokyo and we began manufacture of “baum kuchen” cakes in 1986.
In 1992, we moved our operations to Kodamacho in
Saitama Prefecture, and also established a factory adjacent to
our current head office in Akiyama in 2000 to supply cookies
and other baked goods to convenience stores.
Currently, we operate two directly managed retail shops
that have different concepts, i.e., Sweets Communication Villa
HANAZONO FOREST and Sun & Sweets Resort KAMISATO
CANTARE, along the Kanetsu Highway, which are visited by
not only Japanese but also tourists from around the world.

Visitors enjoy our delicious “baum kuchen” cakes and other
confectionaries at our shops.
CHERIER needs to ensure that the cakes and confectionaries we manufacture remain delicious and safe to eat for
as long as necessary whether distributing/selling products
in Japan or overseas. Therefore, we have used FREUND’s
food preservative “Negamold” from 1997.
In the future, we will continue to use FREUND’s food
preservatives to be able to provide customers with high
quality and delicious food products that are safe and secure.

FREUND CORPORATION Integrated Report 2016
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Foundation Supporting Sustained Growth:

Research and Development

R&D Expenses,
R&D Expenses Ratio

Intellectual Capital Highlights

Number of Applications

Pioneering Equipment Bring about Revolution
of Pharmaceutical Manufacturing

687

R&D EXPENSES:
R&D EXPENSE RATIO:
EFFECTIVE PATENT
IMPLEMENTATION
RATIO*
(As of February 29, 2016)

¥687
3.6%
94%
69%
75%

21
592

million (16.0% up YoY)

18

435

Machinery Equipment
(Phamaceutical Products)

Excipients
Food Preservatives

17

464

3.4%

3.6%

2.7%

4

2.6%

FY02/13 FY02/14 FY02/15 FY02/16
R&D Expenses (¥ million)
R&D Expenses Ratio (%)

FY02/13 FY02/14 FY02/15 FY02/16
Number of applications

* Effective Patent Implementation Ratio (%) =
No. of Implementations/No. of Effective Patents*100

As a company based on research and development,
FREUND has strategically advanced a creation of intellectual
capital focusing on patents, and its efficient utilization.
Just like the relationship is between “pen” and “ink,” over the past half century since the founding of FREUND, it has
endeavored to create new developments by fusing and leveraging various technologies. We asked the Legal Affairs
and Patent Section about the creation of intellectual capital in keeping with the principle of “Uniquely FREUND.”

Strict Selection of Effective
Intellectual Capital for Business

maceutical and food products, which does not directly compete

A characteristic of our research and development activities

results of FREUND’s business, technology, and intellectual prop-

is that they are based on a business strategy and employs a

erty strategies.

with FREUND. This high evaluation is a reflection of the effective

unified technology and intellectual property strategy, to which
our management remains firmly committed.
As a foundation, we maintain a patent database in order to

In the future, intellectual capital formation under the principle of “Uniquely FREUND” will be firmly disseminated into
employees who are responsible at each level to enable them to

accurately assess our in-house technologies. Subsequently, our

conduct aggressive research and development, which in turn

management confirms and considers the raison d’ etre of each

will contribute to increases in our competitive standing.

patent, and discards without hesitation patents which are not

Cultivation of FREUND’s Technologies

necessary for our business.
Consequently, FREUND’s intellectual assets for which we

FREUND will eliminate unnecessary tasks to maintain our focus

have patents boast of a high usage rate and are therefore

on issues and topics which are truly important to the Company,

highly effective.

including efforts to improve the quality of our research and

According to the “patent competitive strength indicator (YK

development activities. As a result, “fluid bed (granulating)” and

value)” developed by the independent third party Kudo and

“HICOATER (coating)” technologies have been cultivated as core

Associates International Patent Office, FREUND ranked second

technologies. Currently, we are developing applications of our

amongst 43 companies operating in the wide segment of fluid

core technologies to become new technologies. As part of this

bed-related pellet processing, granulating equipment sector in

strategy, development is being promoted for continuous granu-

FY02/16. Incidentally, the first placed company is a large indus-

lating equipment and tablet printing equipment (For further

trial machinery manufacturer operating in the field of non-phar-

details please refer to the following page).
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Granuformer
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We have developed continuous granulating equipment called “Granuformer” mass production equipment
that enables continuous manufacture
of drug formulations. Traditionally, drug
formulations consisted of a number of
independent operational processes that
were conducted in separate batch processes. This method was used to ensure
product quality in these various intermediate processes, however, overall
productivity was often sacrificed
in return.
Due to market demands for increases
in rational and stable production, innovation of conventional processes were
required. FREUND was able to respond
to these demands based on a proposal

made by FREUND’s founder and by
promoting real-time management of
agent quality during manufacturing
processes using spectroscopic analysis
technology and to continuously manufacture drug formulations through the
use of pioneering equipment. While
tableting using conventional drug
formulation methods required several
days to complete, FREUND’s equipment enables tableting to be completed
within less than one hour.
“Granuformer” production equipment is truly pioneering equipment that
is expected to bring about the same
amount of change within the pharmaceutical industry over the next 10 years
that has been achieved during the past

Head of Development

Shoji Fuchigami, Ph.D
General Manager, Technology Promoting
Department, Equipment Division

100 years. We at FREUND endeavor to
pass along our skills engrained in our
DNA to all of our employees to develop
the revolutionary new technologies, and
to become a pioneer within the market
by achieving evolution of our equipment in reflection of the “FREUND Way”
and reflective of “Uniquely FREUND.”

TABREX Rev.

Contribute to Prevention of
Medical Error caused by
Mistaken Tablet Administration Globally
In order to prevent medical errors
caused by mistaken tablet administration, all tablets need to be clearly
printed with characters and codes
that are easily recognized visually.
In response to this need, FREUND is
focusing its collective efforts on the
development of the next generation
of tablet printing equipment called
“TABREX Rev.”
“TABREX Rev.” is a capsule format
that other competitors cannot manufacture and boasts of numerous functions
using the industry’s first modular format
and guideless tablet transport system. At
the same time, FREUND has been able
to manufacture these capsules at low
cost and in a manner that makes it easy
to print (type of tablet addition), and to

create facilities that can flexibly respond
to various scales of manufacturing.
In addition, tablet inspection equipment has been created to enable tablet
printing and drug formulation processes
to be added to realize a “2 in 1, integrated
tablet printing and drug formulation
inspection process” for the manufacturing process to be realized. This capability is expected to enable horizontal
deployment of this product lineup.
In this manner, “TABREX Rev.” has
been enabled with a wide range of new
functions to become a strategic global
product, and sales will be conducted
not only in Japan, but also in overseas
markets to help prevent medical errors
arising from mistaken administration
of tablets.
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Engineers Promoting Development

Mutsuhito Yoneta (left),
Satoshi Murakami (right)
Design Section, Designing Department,
Equipment Division

Industry’s First Modular Format Tablet Printing
Equipment
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FOUNDATION SUPPORTING SUSTAINED GROWTH:

Corporate Governance

(As of July 1, 2016)

Directors, Auditors and Honorary Chairman

Corporate Governance Structure to Support Sustained Growth

DIRECTORS

Corporate Governance Structure (As of July 1, 2016)
General Shareholders’ Meeting
Appointment, Removal
Compensation Decision

Iwao Fusejima

Norio Shiratori

Narimichi Takei

President and CEO (Responsible
for the Group management)

Managing Director (In charge
of Corporate Strategy and
Planning Office)

Director (In charge of Chemicals
Division)

AUDIT AND SUPERVISORY
BOARD MEMBERS

Appointment, Removal
Compensation Decision

Board of
Directors’ Meeting

Audit and Supervisory
Board Members and
the Board

Internal Directors: 3

Internal Audit and
Supervisory Board Member: 1

External Directors: 2

Executive
Director
Appointment,
Removal

Audit,
Reporting

Appointment,
Removal

Accounting Auditor
Reporting

External Audit and
Supervisory Board Members: 2

Reporting
Important Management Matters to be Discussed
Operational Execution Reporting

Accounting
Audit

Operational Execution Structure

From the perspective of creating an effective corporate governance structure, The Company
implements an audit and supervisory board system and employs external directors and external
audit and supervisory board members as a means of fortifying its management supervisory
Tomohiko Manabe

Ryuji Nakatake

Tadashi Kobayashi

External Director

External Director

Full-Time Audit and
Supervisory Board Member

HONORARY CHAIRMAN

function and to secure speed, efficiency, safety, and transparency of its management.
Basic Policy

month, with decisions on important management items and

The Company has endeavored to gain the support of all stake-

supervision of operational execution being conducted in these

holders including its “clients,” “business partners,” “shareholders,”

board meetings. The external directors and external audit and

“employees,” and “society” as a “company that creates values” by

supervisory board members provide advice and opinions that

maximizing corporate and shareholder values. Moreover, it will

are objective and based upon specialized knowledge and expe-

strengthen its corporate governance to achieve the fulfillment

riences to realize the appropriate decision making process and

of its societal responsibility, maintenance of sustained growth,

management supervision functions.

and development of its businesses, all of which the Company

Audit and Supervisory Board

identifies as important issues.

The Company has adopted an audit and supervisory board

Board of Directors

system with one full-time member and two external members.

The board of directors is comprised of five directors including

Audit and supervisory board members attend important meet-

two external directors. Also, the three audit and supervisory

ings held every month including board of directors’ meetings
and they strictly audit the execution of operations by directors.

Kazushi Iijima

Tomohiro Niizato

Yasutoyo Fusejima

board members, two of whom are external audit and supervi-

External Audit and
Supervisory Board Member

External Audit and
Supervisory Board Member

Honorary Chairman

sory board members, attend the board of directors’ meetings.
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In principle, the board of directors’ meeting is held once a
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Corporate Governance

External Directors and External Auditors

Regarding the Business Continuity Plan (BCP)

[Reference] Creating a BCP that prepares the Company
for a Large-Scale Earthquake in Japan

The external directors have extensive business management

Number and Attendance of Major Meetings (FY02/16)

Along with the diversification of and increases in risks accompa-

experiences, and consist of a certified public accountant with

Board of directors’ meetings:

16

nying the expansion in its businesses, the Company endeavors

specialist knowledge regarding finance and accounting, and

Audit and supervisory board meetings:

7

to conduct risk management on a consolidated basis for all of

a prominent figure in the sports industry with leadership skills.

Attendance of external directors to
board of directors’ meetings:

76.9%

the individual companies of the Group.

Attendance of external audit and supervisory
board members to board of directors’ meetings:

95.8%

uninterrupted or that any interruptions are kept to a minimum

• Clarification of estimated damages

Attendance of external audit and supervisory board
members to audit and supervisory board meetings:

100%

by the execution of preestablished measures to promote their

• Sharing of BCP and confirmation of contact function for
important business partners

They provide objective and neutral opinions independent of
the Company based on extensive experiences and specialized
knowledge from their respective backgrounds in various fields
of business, thereby improving the decision making process

The BCP helps to ensure that important operations remain

of the board of directors.

quick recovery in the event that unforeseen accidents and
natural disasters occur.

The external audit and supervisory board members consist

The Company will quickly implement its BCP to main-

of one member who possesses experience in tax administration,

Internal Audit

tain crucial operations and to reestablish full scale operations

and another with knowledge in finance and accounting from

The internal audit office has been separated from the operation

as quickly as possible in the event that “natural disasters” or

working as a certified public accountant. Therefore they main-

execution division to perform evaluations and validations

“emerging infectious diseases” occur.

tain independence from the Company, while at the same time

of the appropriateness of its operations based upon the rules

possessing experience and knowledge that strengthens the

and regulations of the Company and its subsidiaries. Moreover,

corporate auditor structure.

it will collaborate with audit and supervisory board members
and accounting auditors as needed to raise the effectiveness

Key Activities in FY02/16

of the internal audit function.
The Company employs Ernst and Young (Shin-Nihon) as its

Tomohiko Manabe (External Director)
Tomohiko Manabe attended 12 out of 13 board of directors’
meetings following his appointment on May 28, 2015. He voiced

accounting auditors.

his opinion mainly based on his experience and knowledge

Internal Control Function Basic Policy

gained from his long career at an accounting firm.

The Company maintains a corporate philosophy of “Develop the

• Selection of important operations (operations that require
prompt restoration or must not be interrupted at any cost),
selection of operational staff, and creation of implementation
structure and methods

• Assess response policy and conditions for important business
partners and consignment partners

Directors’ and Auditors’ Remuneration in FY02/16
Title

Total Remuneration
(¥ million)

Directors (excl. external)
Audit and Supervisory Board
Members (excl. external)
External Executive Officers

Remuneration by Category (¥ million)

Number
of Members

Basic Salary

Bonus

140

83

56

6

9

8

0

2

13

10

2

5

Future through Creativity” and seeks to make societal contribu-

Ryuji Nakatake (External Director)
Ryuji Nakatake attended eight out of 13 board of directors’
meetings since his appointment on May 28, 2015. He offered his
perspective mainly based on his rich experience and specialist
knowledge regarding business management.

tions based upon this philosophy and by conducting compliance
regards to compliance, the Company seeks to “not only prevent

Risk Management

the occurrence of illegal activities, but to have the Company

The Group identifies latent factors that could lead to deterioration in its credibility and to damages

transparently and establishing a risk supervisory structure. With

and its employees act ethically and in accordance with common

in its ability to create corporate value as risks to its corporate business activities.

Masayoshi Fujita (External Audit and
Supervisory Board Member)*

sense”. Because lack of awareness of compliance can often lead
to the occurrence of risks, the Company believes that compli-

The Group has identified the various factors listed on the following page as potential business

Masayoshi Fujita attended all 16 board of directors’ meetings

ance and risk management are inseparable and the Company

risks, and its earnings may be influenced in the event that any of these risks occur. While the Group

and all seven audit and supervisory board meetings held in

adopts a comprehensive approach to internal control including

FY02/16. He offered his opinion mainly based on his experience

compliance through the establishment of an internal audit

working in an accounting department and engaging as an audit

office and internal compliance committee.

and supervisory board members at his previous workplace.
* Resigned on May 31, 2016

Also, the Company revised part of its “Basic Policy on
Establishment of Internal Control System” taking into account

Kazushi Iijima (External Audit and Supervisory Board Member)
Kazushi Iijima attended 14 out of 16 board of directors’ meetings and all seven audit & supervisory board meetings held in
FY02/16. He mainly provided a specialist viewpoint as a certified
public tax accountant.

the enactment of the “Law to Partially Revise the Companies Act” and the “Ministerial Ordinance to Partially Revise the

maintains a policy designed to prevent the occurrence of these risks, it will respond accurately and
quickly to the occurrence of any of these risks. While the Group has made every effort possible to
identify all potential risks to its businesses, there may be other unforeseen risks not cited here.
Furthermore, the future risk factors mentioned here represent all factors recognized as of the
end of the fiscal year ended February 29, 2016.

Ordinance for Enforcement of the Companies Act” on May

Business Risks
Industry Trend Risk

Pricing Competition Risk

further enhance its compliance and crisis management struc-

1, 2015. By revising the basic policy, the Company aims to

With regards to the Machinery Business Segment, intensive

ture in order to strengthen its corporate governance, and also

The Group’s net sales derive largely from transactions with

price competition may be possible as a result of competition

Tomohiro Niizato (External Audit & Supervisory Board Member)

promote structural improvement to ensure appropriateness of

companies within the pharmaceutical manufacturing industry.

with competitors, market entry of technology companies, and

Tomohiro Niizato attended all 16 board of directors’ meetings

its businesses and effectiveness of audits by audit & supervisory

The pharmaceutical industries within Japan and overseas

severe competition from low-priced products made by manu-

and all seven audit and supervisory board meetings held in

board members.

are undergoing restructuring, and the potential exists for the

facturers in China and Southeast Asia. In the event that unantici-

FY02/16. He mainly provided a specialist viewpoint as a certified

Group’s earnings to be impacted by various government

pated pricing competition appears, the Group’s earning may

public accountant.

strategies including medical cost control.

be adversely affected.
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Corporate Governance

Client Relationship Risk

Human Resources Risk

With regards to the Machinery Business Segment within Japan,

The Group needs to secure and maintain competent human

its business is highly dependent upon various services and

resources for its new product development and sales tasks.

products provided by partner manufacturers. In the Chemi-

Therefore, the Group conducts hiring on a regular basis, and

cals Business Segment, its dependency upon major business

it endeavors to train staff after they are hired. In the event that

partners for trading of nutritional supplements is on the rise.

the Group cannot hire or maintain competent human resources,

Therefore the Group’s earnings may be impacted by significant

the attainment of its goals may become difficult and its earnings

changes in manufacturing capacities, technological capabilities

may be affected.

Message from External Directors
Contribute in enhancing monitoring
functions and maximizing corporate value

and operating conditions of business partners or clients,

Foreign Exchange Fluctuation Risk

as well as in demand of major clients.

The expansion in the Group’s overseas sales suggests that its

Collaborative Alliances with Strategic Partnership Risk

earnings may be influenced by severe fluctuations in foreign

The Group maintains numerous collaborative alliances with

exchange rates. Because the Company prepares income

strategic partners for development of new technologies and

statements, balance sheet, and other financial statements

products, and improvements in existing products. However,

for its consolidated subsidiaries operating overseas, foreign

Tomohiko Manabe

unexpected changes in strategic targets of its partners, financial

exchange rates at the time of the conversion of these financial

External Director

problems and other business issues can make maintenance of

accounts into Japanese yen can have a profound impact

collaborative alliances difficult and could influence its earnings.

upon their values.

Intellectual Property Risk

Natural Disaster Risk

The Group has established a special division for the manage-

The Group faces the possibility of disruptive damage to its

ment of intellectual properties, and to strictly manage patents

manufacturing and other facilities should natural disasters

and other intellectual property. But in the course of conducting

such as earthquakes occur. The Group maintains insurance

business, the Group’s earnings may be impacted in the event

for damages caused by fires and earthquakes, but its financial

that unforeseen legal disputes over intellectual property arise

coverage is limited and its operations may be interrupted, or

or infringement of third party intellectual properties by the

production and shipments delayed. Moreover, the Group may

Group’s products.

need to pay for damages to its manufacturing facilities that

Enhancing monitoring functions
From my past experiences as a certified
public accountant and tax accountant, I seek

Product Liability Risk
Impairment Risk for Noncurrent Assets

and reliability of both the products and services the Group

The Group’s earnings may be affected by impairment losses

provides, it recognizes the risk of defects. Although the Group

resulting from the implementation of impairment accounting

maintains insurance to cover the liability for compensation for

for non-current assets in the event that the profitability of its

defective products, its earnings may be impacted by damage

businesses or market prices suffer dramatic declines resulting

to its credibility resulting from compensation claims that exceed

from a deterioration in operating conditions.

the coverage of its insurance or from deterioration in reputation.

Overseas Business Operational Risk
Regulations-Related Risk

The manifestation of latent risks including unexpected changes

In the various countries around the world where the Group

in laws and regulations; occurrence of unforeseen adverse polit-

Ryuji Nakatake

conducts its businesses, it is subject to laws relating to business

ical and economic issues; difficulty in securing human resources;

External Director

licenses, exports and imports, commerce, fair trade, patents,

terrorism, wars, infectious diseases and other events; and unan-

consumer protection, taxation, foreign currency management,

ticipated changes in the operating environment and competi-

and environmental issues. These laws may also be revised as

tion could prevent us from conducting overseas businesses,

necessary and the possibility exists that the Group’s activities

which in turn could impact the Group’s earnings.

will be limited and monetary penalties will be levied exist in
the event that the Group does not strictly abide by them.
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to provide supervision and surveillance of
management from an independent position
to ensure that our basic strategies and our
numerical targets are achieved as expected.
Contributing to maximizing corporate values
I believe that the Company can further
improve its corporate value through selection
and concentration of its business resources.
I therefore hope to use my expertise as a
specialist in accounting and tax administration, and participate actively in discussions
at our board of directors’ meetings.
By fulfilling such roles, I believe that I can
contribute to fortifying the corporate governance function a step further and satisfy the
expectations of our shareholders, business
partners, and stakeholders.

Contribute to improvement in quality
of communications and cultivation of leaders

are not covered by insurance.
While the Group seeks to satisfy high expectations for quality

I’m Tomohiko Manabe, an external director
at FREUND.
FY02/17 marks the final fiscal year of
the 6th Medium-Term Management Plan
“Change & Challenge 2014-2016,” as well as
the 52nd anniversary since the Company’s
establishment. We therefore plan to “change
& challenge” toward a bigger stage—this
includes moving our head office. Amidst this
backdrop, I have assumed external director
from FY02/16, and have been actively
participating in the Company’s management.
FY02/17 will be my second year, and I aim to
continue fulfilling the following roles as an
external director.

Our organization can maximize our results by
allowing our individual employees to perform
to their maximum capacity. And while we all
realize this, trying to practice this is extremely
difficult in reality. Ideally, we need to calculate
the strengths of our employees using “multiplication” rather than “addition.” Unfortunately however, many companies and
businesses tend to use “subtraction.”
Then how can we approach the ideal
structure? There is only one answer, and
that is to improve the quality of relationships
between working people. In order to do so,
we must be able to cultivate leaders of our
organization.
The knowhow and methodology used to
create a team in various sports can also be
effective in many situations on the frontline
of business. In particular, various knowledge

of “TEAMING” that allows organizations to
function properly have been accumulated
in professional sports and national sports
teams, where results are extremely important. For example, the ability to create strong
relationships of trust between coaches and
team members, to cultivate superior leaders,
and to create a sense of unity within the
team are themes which can also be used
to strengthen corporate organizations.
Based upon the principle that “when a
leader is changed, the organization can also
be changed,” experiences in the realm of
sports can be leveraged in the corporate
environment. And as an external director,
I would like to contribute to our organization
by helping to improve the quality of communications between employees and cultivating leaders.
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CLOSE-UP:

Communication with Stakeholders

Based upon FREUND’s Corporate Philosophy entitled “Develop

Together with Our Employees:

the Future through Creativity,” the Company has identified five
“creating new market applications through foresight,” “creating

Strengthening Communications
with Our Employees

a management foundation that can invigorate our organization,”

The Company maintains a vision of cultivating human resources who

“creating a corporate environment where the spirit of challenge is

“can think and act on their own and maintain a high degree of profes-

adopted in taking on new difficulties,” and “creating rich interper-

sionalism.” Furthermore, the Company will provide opportunities for its

sonal relationships” to be conducted in our operations and in the

employees to take on challenges, as well as to improve their personal and

lives of our employees. In the future, the FREUND Group will endeavor

professional development skills to become a company that can maintain

to contribute to the health of people around the world, provide products

sustained growth over the next 50 to 100 years.

forms of creativity including “creating highly unique products,”

Along with the 50th anniversary since its founding in 2014, the

that satisfy its clients, and conduct sustained efforts to raise its corporate values.

Company seeks to create an organization that fosters diversity and
maximizes the capabilities of its employees. In keeping with this goal,

To Our Shareholders and Investors:

Promote Engagement within
Our Investor Relations Activities
The principles of “timely and fair” make
up the Company’s fundamental investor
relations policy with regards to information disclosure. Furthermore, the
Company seeks to disclose information
about its entire Group to investors and

152

Investor Relations
Presentations

analysts through widely accepted information dissemination routes under the direction of its Corporate
Communications Department headed by the President.
The Company’s President and its Corporate Communications
Department held presentations to individual investors 16 times,

the President conducted numerous interviews with employees of its

Topic 1

entire Group. During FY02/16, direct communications with employees

First Time Winner of Superior Investor
Relations Special Award
The Company received the 2015 Superior Investor Relations Special Award from the Japan Investor Relations
Association. The Company won approval for the fact that
its top management took the initiative to communicate
frequently with investors, and for actively reaching out
to individual investors through
detailed information disclosure, in addition to various
other efforts to enhance its
investor relations activities.

financial results presentations to institutional investors at the

RATION, and held 136* individual meetings with investors. In

general shareholders’ meeting rehearsal once.
In the future, the Company will conduct aggressive investor
relations activities that emphasize constructive dialogue and
engagement to convey information not only about its business
strategy and financial conditions but also about its risk management, corporate governance and other non-financial information on a timely and fair basis. In addition, the Company will
endeavor to increase its corporate values on a sustained basis
through efforts to reflect the voices of shareholders and
investors in its management.
* Including telephone conferences

seeks to promote its Corporate Philosophy of “Develop the
Future through Creativity” on a global basis and encourage
employees to take on new challenges as it enters its second
stage of growth.

President
Interviews

Together with Local Societies:

Participation in United Nations Global Compact
The Compay began
participating in

The Ten Principles of the UN Global Compact

the United Nations

Human Rights

realize sustainability

Topic 2

in the realm of inter-

Chosen as “Global Niche Top 100 Company”
by Ministry of Economy, Trade and Industry
FREUND was chosen as one of the “Global Niche Top 100
Companies” by the Ministry of Economy, Trade and Industry. The Company’s contributions to the global pharmaceutical industry through its solutions business provided to
manufacturing processes of the pharmaceutical industry
that leverage its innovative and unique technologies and
knowhow cultivated over a long history of provision of
granulating and coating equipment
Global Niche Top
to pharmaceutical companies was
the reason for its selection.

100

national society from March 2016.
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Labour

Principle 1

Businesses should support and respect the
protection of internationally proclaimed human
rights; and

Principle 2

make sure that they are not complicit in human
rights abuses.

Principle 3

Businesses should uphold the freedom of
association and the effective recognition of the right
to collective bargaining;

Principle 4

the elimination of all forms of forced and
compulsory labour;

Principle 5

the effective abolition of child labour; and

Principle 6

the elimination of discrimination in respect of
employment and occupation.

Principle 7

Businesses should support a precautionary
approach to environmental challenges;

Principle 8

undertake initiatives to promote greater
environmental responsibility; and

Principle 9

encourage the development and diffusion of
environmentally friendly technologies.

Principle 10

Businesses should work against corruption in all its
forms, including extortion and bribery.

The United Nations Global Compact
(UNGC) was proposed by Secretary
General of the United Nations Kofi Atta
Annan at the 1999 World Economic
Forum (Davos Meeting) that calls for
corporations to create guidelines for
their corporate activities. UNGC calls

Environment

for 10 principles including protection
of human rights, elimination of unfair
labor practices, responses to protect the
environment, and prevention of corruption to be adopted by corporations as
commitments.
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118

part of its efforts to

addition, the Company held financial results presentations twice
and provided an opportunity for university students to attend a

markets were conducted. Through these efforts, the Company

Global Compact as

interim and full year ends, one visit to the Hamamatsu Institute
for Technology Development and FREUND-VECTOR CORPO-

at all of its eight facilities located within Japan and in overseas

Anti-Corruption
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Data section:

Management Discussion and Analysis
Creating a Solid Financial Foundation,
Promoting a Flexible Capital Policy to
Achieve 100 Years of Operations

Basic Policy on Distribution of Income and
Conditions of Dividends
The Company identifies the maximization of returns to shareholders as one of its most important management issues. In order
to fulfill this commitment of returning profits to its shareholders,
it will fortify its corporate structure to be able to quickly and
appropriately respond to changes in its operating environment.
The Company maintains a basic principle of returns of profits
to shareholders linked to its earnings performance, and has
established a dividend payout ratio target of 30% of consolidated earnings. In addition, it also seeks to maintain a stable
level of dividends with an eye to maintaining internal reserves
to be able to enhance its business structure and to facilitate
business expansion.
In light of these principles, the Company paid a dividend of
¥25 per share in the current fiscal year under review. For the fiscal
year ending February 28, 2017, it plans to increase dividends by
¥15 per share (equivalent to ¥30 per share pre-stock split).*

The theme of “Change & Challenge” as the basis for our 6th Medium-Term
Management Plan will be promoted with the goal of achieving our 100th
year of operations by creating an even stronger financial foundation.
We asked Managing Director Norio Shiratori for his analysis on the fiscal
year ended February 29, 2016 (hereinafter “FY02/16”) financial conditions,
and restructuring of business assets and financial initiatives which have
been implemented for the last several years.

Norio Shiratori
Managing Director

FY02/16 Financial Conditions Overview
Assets, Liabilities, and Net Asset Conditions
At the end of FY02/16, the Company’s assets decreased by ¥70
million from the end of the previous fiscal year to ¥17,206 million.
Due to expanding operations, accounts payables (including
electronically recorded monetary claims) and inventories rose by
¥421 million and ¥660 million, respectively, under current assets,
while cash and equivalents decreased by ¥828 million under
current assets, and construction in progress decreased by
¥203 million under non-current assets.
Over the same period, liabilities decreased by ¥419 million
to ¥5,677 million, due mainly to notes and accounts payable trade decreasing by ¥206 million, and income taxes payable
decreasing by ¥267 million.
Net assets grew by ¥348 million to ¥11,529 million due mainly
to a decrease of ¥134 million in foreign currency translation
adjustment offset by an increase of ¥699 million in retained

Consolidated Balance Sheet
Assets:
17,206

12,782

3,403
944

FY02/15

146

5,427

5,315

669

361

10,930

11,630

4,548

(¥ million)

Cash flows
from
operating
activities

290

(432)

(331)

Cash flows
from
investing
activities

Cash flows
from
financing
activities

Cash and cash
equivalents at
end of period

(31)

Business Asset Restructuring and
Other Efforts Regarding Finances
In 2007, FREUND sold the clinical drug manufacturing support
company VPS Corporation (United States) to a major contract
research organization (CRO) CMIC Co., Ltd. And in 2010, FREUND
converted the industrial machinery equipment development and
manufacturing company Freund Turbo Corporation into a Group
company as part of its full scale efforts to cultivate the nonpharmaceutical business field.
In 2014, FREUND absorbed Freund Kasei Corporation and
improved profitability by launching its own in-house production line.
FREUND-VECTOR CORPORATION absorbed FREUND INTERNATIONAL, LTD., a holding company responsible for overseeing
the businesses in the United States, and FREUND-VECTOR

Direction of Efforts to Strengthen Business
Investments, Financial Foundations
Through these business asset restructuring efforts, opportunities for investment in the field of manufacturing are growing.
With regards to research and development, tablet printing
machinery that will drive the next generation of growth, hardware development and software development are important
issues. Therefore, FREUND will promote aggressive investments
in development of new technologies.
Considering the increased opportunities for investments,
we deem our current working capital as possibly inadequate to
cover our investment requirements, and we may need to fortify
our financial foundation. At the same time, we will promote a
flexible capital policy that seeks to achieve a balance between
our marketing and financial strategies.
The FREUND Group is currently focused upon three companies, and we will unify our accounting periods to be able to
better assess our business conditions and strengthen our cost of
sales management systems. Based upon this effort to facilitate
our business foundations, we will introduce a division specific
profitability management system from 2017 onwards to further
strengthen our operating results assessment capability.
* FREUND conducted a 2-for-1 common stock split on March 1, 2016.

FREUND Group Asset Portfolio Restructuring Overview
Transferred Business of
VPS (United States)
Continued business cooperation
with acquiring company

Turbo Corporation (currently FREUND-TURBO
CORPORATION) Acquired
Non-pharmaceutical business field fortification

FREUND-VECTOR (United States) Absorbs
FREUND INTERNATIONAL (United States)

Freund Kasei Corp. Absorbed
Contracted manufacturing
subsidiary absorbed and
streamlined

4,042

Effect of
exchange rate
change on
cash and cash
equivalents

835

57
192

182

FY02/16

FY02/15

(101)
—

FY02/16

FREUND-VECTOR Becomes Fully Owned
Subsidiary

FREUND PHARMATEC Sold
New drug development support continues
to be provided to acquiring company

3,135

Current assets
Property, plant and equipment
Intangible assets
Investments and other assets
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Net cash provided by operating activities increased by ¥290
million year-on-year on the back of expanding operations.
Net cash used in investing activities was ¥432 million due to
purchase of property, plant and equipment, and purchase
of shares of a subsidiary. Net cash used in financing activities
declined by ¥331 million due to cash dividends paid and
repayments of lease obligations.
As a result, free cash flow (the sum of cash flow from operating activities and cash flow from investing activities)—the
source of the Company’s investing activities—decreased by ¥142
million, and the balance at end of period for cash and cash equivalents declined by ¥505 million year-on-year to ¥4,042 million.

Cash and cash
equivalents at
beginning of
period

17,206

17,277

13,053

Cash Flows Conditions

Consolidated Statement of Cash Flows

(¥ million)

Liabilities and Net Assets:
17,277

earnings. Equity ratio increased from 63.6% at the end of the
previous fiscal year to 67.0%.

became a fully owned subsidiary in 2015.
The subsidiary Freund Pharmatec in Ireland, which conducts
development of new dosage forms using ultrafine spherical
particles, was sold to Sigmoid Pharma (Ireland), which has begun
clinical trials of new drugs using our seamless capsule manufacturing equipment “SPHEREX,” in February 2016. In the future, we
will continue to cooperate and support this company’s product
development efforts in terms of both hardware (manufacturing
equipment) and software (soft capsule technology).

FY02/16

Dec. 2007

Jun. 2010

Mar. 2014

Jan. 2015

Feb. 2016

Current liabilities
Non-current liabilities
Shareholders’ equity
Accumulated other comprehensive income
Minority interests
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Data section:

Consolidated Financial Statements
Consolidated Balance Sheet
FREUND CORPORATION and Consolidated Subsidiaries
As of End of February 2014, 2015 and 2016

Liabilities and Net Assets

Assets

(¥ thousand)

(¥ thousand)
FY02/14

FY02/15

FY02/16

Assets

15,550,529

17,277,448

17,206,653

Liabilities and net assets

Current assets

Liabilities

FY02/15

FY02/16

15,550,529

17,277,448

17,206,653

5,157,637

6,097,209

5,677,469

4,402,725

5,427,236

5,315,576

2,068,855

1,833,333

1,680,871

317,482

953,608

899,494

65,017

64,753

64,642

170,561

332,544

65,043

64,701

87,921

12,585

Accrued expenses

376,966

386,453

409,464

369,466

Advances received

926,851

1,242,586

1,288,049

527,353

424,172

Provision for bonuses

197,204

233,683

259,898

(37,370)

(24,122)

Provision for directors' bonuses

65,000

59,000

61,000

4,219,419

4,495,288

4,153,061

Asset retirement obligations

22,000

—

19,199

3,052,125

3,403,736

3,135,122

Other

128,084

233,351

555,327

Buildings and structures, net

991,603

1,084,608

1,153,744

754,912

669,973

361,893

Machinery and equipment, net

410,237

358,366

278,205

Long-term accounts payable—other

330,859

309,143

52,563

1,327,906

1,330,712

1,318,399

Lease obligations

179,849

113,498

54,193

20,662

304,404

100,983

Provision for retirement benefits

176,520

—

—

301,715

325,644

283,788

Net defined benefit liability

—

187,425

194,094

178,301

146,911

182,760

Negative goodwill

26,656

18,862

11,067

11,331,109

12,782,160

13,053,591

Cash and deposits

4,600,568

4,870,566

4,042,296

Notes and accounts receivable—trade

4,409,286

5,266,889

5,542,999

—

5,578

151,350

Electronically recorded obligations—operating

Merchandise and finished goods

202,036

296,478

330,747

Lease obligations

Work in process

937,572

931,971

1,511,095

Raw materials and supplies

535,596

543,437

590,674

Accrued consumption taxes

Prepaid expenses

123,403

120,830

114,910

Deferred tax assets

210,076

256,424

Other

345,239
(32,670)

Electronically recorded monetary claims—operating

Allowance for doubtful accounts
Non-current assets
Total Property, plant and equipment

Land
Construction in progress
Other, net
Intangible assets

Current liabilities
Notes and accounts payable—trade

Income taxes payable

Non-current liabilities

Goodwill

—

—

77,159

Asset retirement obligations

15,253

15,555

4,213

Software

175,042

144,494

103,183

Other

25,773

25,488

45,762

3,258

2,417

2,417

Net assets

10,392,891

11,180,239

11,529,183

988,992

944,640

835,179

10,450,446

10,930,810

11,630,488

Investment securities

315,502

348,501

322,133

Capital stock

1,035,600

1,035,600

1,035,600

Business insurance funds

340,161

314,785

290,326

Capital surplus

1,280,522

1,280,522

1,280,522

Deferred tax assets

157,619

137,768

29,420

Retained earnings

8,335,593

8,816,001

9,515,679

—

—

2,812

(201,269)

(201,313)

(201,313)

187,005

148,984

195,885

(211,346)

57,162

(101,304)

(11,296)

(5,400)

(5,400)

14,934

34,183

16,600

(226,280)

34,187

(100,775)

—

(11,208)

(17,129)

153,791

192,266

—

Other
Investments and other assets

Net defined benefit asset
Other
Allowance for doubtful accounts

Shareholders' equity

Treasury shares
Accumulated other comprehensive income
Valuation difference on available-for-sale securities
Foreign currency translation adjustment
Remeasurements of defined benefit plans
Minority interests
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Consolidated Financial Statements

Consolidated Statement of Income and Statement of Comprehensive Income

Consolidated Statement of Changes in Equity

FREUND CORPORATION and Consolidated Subsidiaries
Fiscal Years ended February 2014, 2015 and 2016

FREUND CORPORATION and Consolidated Subsidiaries
Fiscal Year ended February 29, 2016
(¥ thousand)

(¥ thousand)
FY02/14

FY02/15

FY02/16

Net sales

17,616,284

17,424,279

19,027,633

Cost of sales

12,377,597

11,978,398

12,921,519

Gross profit

5,238,686

5,445,881

6,106,114

Selling, general and administrative expenses

3,952,140

4,295,538

4,759,173

1,286,546

1,150,342

1,346,941

Operating income
Non-operating income

60,847

106,696

64,877

Interest income

1,695

2,202

1,554

Dividend income

4,716

4,853

5,187

15,068

15,285

14,796

3,824

2,472

1,991

—

13,570

17,238

12,679

44,839

—

7,794

7,794

7,794

15,069

15,677

16,313

5,464

7,496

17,165

4,860

4,578

3,756

Provision of allowance for doubtful accounts

—

1,750

—

Foreign exchange losses

—

—

12,973

604

1,168

436

1,341,929

1,249,542

1,394,653

4,665

10,030

3,830

23,149

6,507

256,845

1,323,445

1,253,065

1,141,638

441,615

561,983

153,716

Technical support fee
Rent income
Insurance premiums refunded cancellation
Foreign exchange gains
Amortization of negative goodwill
Other, net
Non-operating expenses
Interest expenses

Other
Ordinary income
Extraordinary income
Extraordinary losses
Income before income taxes
Income taxes—current
Income taxes—deferred

Shareholders’ equity

Balance at beginning of
current period
Changes of items
during period

Capital
stock

Capital
surplus

1,035,600

1,280,522

Dividends of surplus

Retained
earnings

Accumulated other comprehensive income
Treasury
shares

Total
shareholders’
equity

Valuation
difference on
available-forsale securities

Foreign
currency
translation
adjustment

34,187

(11,208)

57,162

Minority
interests

Total net
assets

8,813,218*

(201,313) 10,928,027*

(258,668)

(258,668)

(258,668)

961,129

961,129

961,129

Net income

34,183

Remeasure- Total accumulated other
ments of
comprehendefined
benefit plans sive income

192,266 11,177,456*

Purchase of
treasury shares
Net changes of
items other than
shareholders’ equity
Total changes of items
during period
Balance at end of
current period

—

—

702,460

1,035,600

1,280,522

9,515,679

(17,582)

(134,962)

(5,921)

(158,467)

(192,266)

(350,733)

702,460

(17,582)

(134,962)

(5,921)

(158,467)

(192,266)

351,727

(201,313) 11,630,488

16,600

(100,775)

(17,129)

(101,304)

—

— 11,529,183

* Values reflect accumulated impacts from changes in accounting policies.

Consolidated Statement of Cash Flows
FREUND CORPORATION and Consolidated Subsidiaries
Fiscal Years ended February 2014, 2015 and 2016
(¥ thousand)
FY02/14

Cash flows from operating activities (Details)
Income before income taxes
Depreciation
Impairment loss
Foreign exchange losses (gains)
Loss (gain) on sales of shares of subsidiaries

FY02/15

FY02/16

1,227,300

822,746

290,190

1,323,445

1,253,065

1,141,638

303,794

308,370

321,898

22,533

—

35,264

(23,248)

(44,585)

14,213

—

—

217,345

Decrease (increase) in notes and accounts receivable—trade

453,171

(781,365)

(430,893)

Decrease (increase) in inventories

552,870

12,959

(620,626)

78,792

(25,214)

33,575

Total income taxes

520,408

536,768

187,292

Income before minority interests

803,036

716,297

954,345

Minority interests in income (loss)

15,194

20,330

(6,783)

Net income

787,841

695,966

961,129

Income before minority interests

803,036

716,297

954,345

Proceeds from withdrawal of time deposits

259,560

689,470

295,482

Other comprehensive income

455,088

303,851

(155,512)

Purchase of property, plant and equipment

(264,478)

(453,659)

(304,065)

1,258,125

1,020,148

798,833

Purchase of shares of subsidiaries from minority shareholders

—

—

(264,189)

Payments for sales of shares of subsidiaries resulting in
change in scope of consolidation

—

—

(130,485)

(226,608)

(284,565)

(331,618)

Comprehensive income

Increase (decrease) in notes and accounts payable—trade

(113,810)

345,984

(170,336)

Increase (decrease) in advances received

(447,750)

252,409

45,053

Income taxes paid

(805,487)

(417,810)

(550,877)

(423,797)

(240,261)

(432,751)

Cash flows from investing activities (Details)

Cash flows from financing activities (Details)
Cash dividends paid
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(172,238)

(215,217)

(258,228)

Effect of exchange rate change on cash and cash equivalents

142,555

142,859

(31,701)

Net increase (decrease) in cash and cash equivalents

719,450

440,779

(505,881)

Cash and cash equivalents at beginning of period

3,387,948

4,107,398

4,548,178

Cash and cash equivalents at end of period

4,107,398

4,548,178

4,042,296
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COMPANY DATA:

Company Information

Data section:

Company Overview
Company Name:

FREUND CORPORATION

Established:

April 22, 1964

Capital STOCK:

¥1,035,600,000

Business Description:

Stock Information

(As of February 29, 2016)

Development, manufacturing, sales, and
plant engineering of granulating and coating
equipment for the pharmaceutical, food,
and chemical industries; development,
manufacturing, and sales of pharmaceutical
excipients, food preservatives, and dietary
supplements

Employees:

382 (Consolidated)

Head OFFICE Location:

FREUND Bldg. 6-25-13 Nishishinjuku,
Shinjuku-ku, Tokyo 160-0023, JAPAN

Subsidiaries and Associates:

FREUND-TURBO CORPORATION

(As of February 29, 2016)
Note: The Company conducted a 2 for 1 common stock split on March 1, 2016.
All information provided below is based upon data prior to the stock split as of February 29, 2016.

Investor
Relations Tools
Under the “What’s new” section
on FREUND’s homepage, the
Company provides investor relations
information including news releases,
summaries of consolidated financial
results, integrated reports, earnings
announcement presentation
materials, factbooks, factsheets
and others.
To view the archive
of past information,
please click “More” and
look under “Topics.”

Stock Overview

Major Shareholders

Stock Listing:

TSE JASDAQ Standard
(Securities Code: 6312)

Fiscal Year:

From March 1 to the last
day of February next year

Annual General
Shareholders’ Meeting:

Held in May of every year

Shareholder Registry
Administrator:

Mitsubishi UFJ Trust and
Banking Corporation

Total Number of Shares Issued:

9,200,000

Total Number of Shareholders: 3,684

Shareholder Distribution
by Type of Shareholders

Research and development, design,
manufacturing and sales of powder technology
related equipment

FREUND-VECTOR CORPORATION
(United States)
Manufacturing and sales of powder technology
related equipment
Website:

http://www.freund.co.jp/english/

FINANCIAL
INSTITUTIONS
INDIVIDUALS,
OTHERS

42.01%

English homepage

3,864

Managing Director:

Norio Shiratori

Director:

Narimichi Takei

External DirectorS:

Tomohiko Manabe
Ryuji Nakatake

32.58%

Shares
owned
(1,000)

Ownership
ratio (%)

Yasutoyo Fusejima

920

10.01

FIL K.K.

824

8.96

The Master Trust Bank of Japan, Ltd.
(Trust Account)

737

8.01

Japan Trustee Services Bank, Ltd.
(Trust Account)

573

6.23

The Bank of Tokyo Mitsubishi UFJ, Ltd.

430

4.68

Sumitomo Mitsui Banking Corporation

372

4.04

Okawara Mfg. Co., Ltd.

336

3.66

Freund Employee Shareholding Circle

258

2.81

The Shizuoka Bank, Ltd.

184

2.00

Meiji Yasuda Life Insurance Company

180

1.96

The above ownership ratio is calculated using total shares less treasury
shareholdings of 577,000 shares (6.28%).

2,997

FINANCIAL
INSTRUMENTS
FIRMS

0.23%
21
FOREIGN CORPORATIONS

OTHER CORPORATIONS

681

1,635

7.41%

(As of July 1, 2016)

Iwao Fusejima

9,200

(Thousand shares)

PDF Format Documents (samples):

Directors, Auditors and
Honorary Chairman
President and CEO:

Total Shares Issued:

(Top ten)

17.77%

Note: Treasury shares are included in the category of “Individuals, Others”
Earnings
Announcement
Presentation Material
(Japanese and English)
Factbook/Factsheet
(Japanese and English)
The former factbook has
been integrated into the
factsheet from FY02/16.

Share Price, Trading Volume, TOPIX Trends

(As of May 31, 2016)

(Index)

(Shares)
500,000

250

FREUND CORPORATION (Trade Volume)

FREUND CORPORATION (Share Price)

TOPIX

Full-Time Audit and
Supervisory Board Member:

Tadashi Kobayashi

200

400,000

External Audit and
Supervisory Board MemberS:

Kazushi Iijima
Tomohiro Niizato

150

300,000

Honorary Chairman:

Yasutoyo Fusejima

100

200,000

50

100,000

The former FREUND
Report has been replaced
by the Integrated Report
from FY02/16.

Integrated Report (Japanese and English)
0

0

3/1/2013

3/3/2014

3/2/2015

3/1/2016

Note: Share price and trading volumes prior to the stock split shown in the chart above have been adjusted to reflect the stock split.
FREUND CORPORATION and TOPIX prices have been adjusted to show relative valuations on March 1, 2013 as 100.
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FREUND CORPORATION
FREUND Bldg. 6-25-13, Nishishinjuku,
Shinjuku-ku, Tokyo, 160-0023 JAPAN
Please contact us at the phone number or website listed below
regarding any questions about this Integrated Report.
Corporate Communications Department
Phone: +81-3-6890-0767
Fax: +81-3-6890-0870
E-mail: ir@freund.co.jp
URL: http://www.freund.co.jp/english/

