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Relevant parts (1)
* depending on the degree of conflicts of interest or information asymmetry issues, as well as
circumstances relating to the target company or its transaction structure, fair procedures (i.e

"Fairness Ensuring Measures"), such as establishing a special committee, or obtaining )outside
advisor's advice, may be taken. Utilization of such fair procedures usually contributes to ensure
the interests that shareholders should enjoy - 2.2.2, p14

*  if the outside directors lack expertise in M&A matters, the board of directors should considen

obtaining @youtside advisor's advice based on appropriate management and control of non-publid
information - 3.1.2, p20

e fair procedures (i.e., "Fairness Ensuring Measures") such as the establishment of a special
committee or seeking advice from (outside advisors may be implemented depending on the

degree of conflict of interests, the degree of information asymmetry issues, the circumstance
surrounding the target company and the transaction structure - 3.3, p23

Content of opinions

The followings are proposed to substitute the below to correspond underlines respectively.

(a) external advisers who can be expected to provide advice from a shareholder perspective, for
example, by entering into an arrangement whereby they will not continue to be involved as advisers
if a takeover response policy or countermeasure is used after their advice or by agreeing to receive
remuneration linked to the total shareholder return

(b) if it is evident on the skills matrix that outside directors lack expertise in M&A

Reasons

Regarding (a) - As stated in Fair M&A Guideline 3.2.1: "fundamentally, the Special Committee is
expected to evaluate and decide on an M&A transaction not from the position of a neutral third party)|
vis-a-vis the acquiring party and target company/general shareholders, but rather from a position
which aims to promote the interests of both the target company and its general shareholders.", in
considering an M&A transaction, the company must consider and make decisions from a
shareholder's standpoint.

In general, advisory services provided by investment banks and consulting firms require a high level
of ethics, partly because there are no licensing requirements for M&A intermediaries and partially
because they can take either the target company's or the acquirer's side. In reality, however, some
advisers do not have sufficient ethical standards and are only interested in pursuing their interests.

For example, advisers working on the side of the target company may seek to win the deal by advising
the special committee to oppose the takeover unconditionally and induce the special committee to
invoke the takeover response policy and countermeasures or by encouraging meaningless questioning]
with the acquirer and prolonging the negotiations meaninglessly to secure a time charge. There is the
issue of incentive structures that allow them to pursue their interests.

It is, therefore, necessary to prevent advisers seeking to pursue interests other than that of a
shareholder from giving advice and to develop a situation in which the special committee can
consider the matter from a shareholder's point of view.

Regarding(b) - Suppose it is envisaged that a director lacks expertise in M&A matters. In that case, it
should also be stated that information should be communicated to shareholders about the lack of

knowledge in M&A matters before she or he is appointed.




Relevant parts (2)
*  Despite a growing awareness of the need to improve (jcorporate value over the medium to long-
term and capital efficiency - 1.1, p4

*  Particularly in recent years, non-financial information such as commitment to local communities
and global environment have become increasingly important for investors and shareholders in|
evaluating a company's @medium to long-term corporate value - 2.2.2, p12

* in the normal course of business operations, target company management should have the
fundamental discretion in managing the company with the aim to improve @medium to long-|
term corporate value by conducting business activities and securing the shareholders' common
interests through such activities - 2.2.2, p12

*  (©Medium to long-term values, such as values related to environmental and social responsibility

and human resource, are now being increasingly reflected in market stock prices. If the company's
market stock price continues to remain at a level considered to be significantly below the intrinsid
value of the stock, efforts should be made by the company to ensure that the ymedium to long-
term value of the stock is reflected in the stock price as described above - 3.1.2, p22, note24
* Since the necessity of a response policy and the particulars of required features may differ
depending on the size and situation of each company, a constructive dialogue between the target

company and institutional investors from the perspective of improving corporate value over the
medium to long-term is advisable - 5.5, p44

Content of opinions

The followings are proposed to substitute the below to correspond underlines respectively.

(c) capital efficiency to bring corporate value closer to intrinsic value

(d) intrinsic value

(e) Non-financial value

(f) from the perspective of bringing corporate value closer to, or to increasing, its intrinsic value

Reasons

Regarding (c), (d) and (f) - Instead of the term "corporate value over the medium to long-term" or

"' medium to long-term corporate value', we propose to use "intrinsic value", defined on page 10 as "In
the Guidelines, the per se value of a company that can be realized through effective exploitation of
the company's current operational resources through efficient corporate management is described as
the "intrinsic value.” We also propose using the expression "/mproving inefficient management are
among the important ways for management to bring corporate value closer to, or to increase, its
intrinsic value' on pages 10 and 18.

(We are concerned that the ambiguous terminology of improving corporate value over the medium to
long term may create the misconception that it is sufficient to resolve the situation where corporate
value deviates from intrinsic value (i.e. where the share price is undervalued, especially where the P/B

ratio is less than 1x) over the medium to long term (assumingly five years-ish?).

Medium- to long-term improvements in corporate value should refer to increases in intrinsic value
through investment in management resources and mergers and acquisitions. On the other hand,
improving inefficient management and eliminating the subordination of corporate value to intrinsic

value do not constitute medium- to long-term improvement of corporate value. If the corporate




value is subordinated to the intrinsic value, the market should value the share price at a discount.
Furthermore, eliminating the discount is not a problem that should be tackled over the medium to

long term but one that should be eliminated immediately as one of the board's top priorities.

Regarding (e) - This is also the expression used in the second point of the relevant parts 2; we believe
that the expression non-financial value is more appropriate as a concept that also includes climate
change response and human rights.

Relevant parts (3)

*  Often, the proposed purchase price can be higher than the immediately preceding stock price
(which is formed on the basis of the market's evaluation of the incumbent management team and|
its management strategy). If the board of directors decides not to support such acquisition|
proposal, one approach is, prior to making such decision, to compare the alternatives on the
assumption that a post-decision explanation may be required in this regard.

Content of opinions

The following is proposed to be added to the end of relevant parts (3).

In particular, if the directors and board of directors of the target company intend to continue being
directors without looking for a counteroffer higher than the takeover price, which is at a share price
level of more than 1x P/B ratio, the current management should announce specific measures to
increase the corporate value and the timing of achieving this to increase its share price to a level
higher than 1x P/B ratio (above the price of the takeover offer). The board is expected to disclose
additional information that enables a sufficient comparison to be made, from a quantitative
perspective, between the price and the corporate value enhancement measures proposed by the

acquirer and the corporate value enhancement measures under the management of the board.

Reasons

As a reiteration of our opinion expressed on 10th March 2023, in the first place, the current
management team, which has left the company's P/B ratio below 1x, has a lower evaluation than the
management with a P/B ratio of 1x or more in that it has been damaging shareholders' value.
Therefore more accountability is required from the perspective of shareholder value. Again, it is fair
to say that the necessary degree of responsibility from the shareholders' value perspective should be
more significant.

As such, the management team is expected to present specific and focused measures to shareholders
and investors, particularly about how to increase shareholders' value. Therefore, it should be clearly
stated that the current management team, like the acquirer, should seriously consider the
improvement of shareholders' value of the target company and that it is essential to clarify its stance

on implementing measures to improve shareholders' value.




