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Reference English Translation
17 July 2026

Corporate System Division
Economic and Industrial Policy Bureau
Ministry of Economy, Trade and Industry

Re: Comments on the Draft Q&A on the Guidelines for Corporate Takeovers
Dear Sir or Madam,

Nanahoshi Management Ltd. (“we” or “our firm”) has submitted a notification under
the Financial Instruments and Exchange Act to conduct Specially Permitted
Businesses for Qualified Institutional Investors, etc. Through the management of
investment funds and investments made with our own capital, we invest in
Japanese equities and engage with portfolio companies. We respectfully submit
the following comment.

Comment

We respectfully request that Answer 2(ii)(b) to Question 5 and footnote 32—
concerning “overestimating the post-acquisition corporate value of the target
company”—be deleted from the Draft Q&A.

Rationale

In a full acquisition for cash, if the purchase price proves excessive, the resulting
loss is borne by the acquirer, not by the target company’s shareholders, who
receive fixed cash consideration and cease to have any economic exposure to the
target company. The target company’s board of directors has no need to protect
the acquirer from overpaying.

Moreover, there is no causal relationship between such overestimation and either
the destruction of corporate value after the acquisition or harm to stakeholders. In
particular, the examples set out in footnote 32—such as the overestimation of
synergies, the underestimation of dis-synergies, or the failure to reflect unidentified
risk factors in the purchase price—describe uncertainties that are present, to a
greater or lesser extent, in virtually every acquisition proposal, particularly one
offering a high purchase price. Treating these factors as evidence of overvaluation
could lead to the untenable conclusion that every acquisition proposal above the
lowest-priced proposal is overvalued. Such an approach could itself undermine
corporate value.

Because the concept of “overvaluation” is inherently abstract, introducing it as an
evaluative criterion would also create considerable scope for arbitrary application.
In particular, incumbent management could invoke it as a basis for rejecting an
acquisition proposal that is objectively reasonable and advantageous to
shareholders but contrary to management’s own preferences. Furthermore, it is not
rational to presume that an acquirer expects to impair the value of the target
company, which will become an asset owned by the acquirer following completion
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of the acquisition.

More fundamentally, the Draft Q&A adopts an asymmetrical approach. It expressly
contemplates the possibility that an acquirer may overestimate the post-acquisition
corporate value of the target company and subsequently impair that value, but
does not give equivalent consideration to the possibility that incumbent
management may overestimate its own measures to enhance corporate value, fail
to improve capital efficiency, and continue to erode corporate value. Incumbent
management may also be harming the interests of employees, business partners,
and other stakeholders. Treating the acquirer as a potential source of value
destruction, without subjecting incumbent management to equivalent scrutiny, risks
entrenching the status quo and tolerating the continued erosion of corporate value
under incumbent management.

Where target company shareholders remain exposed to post-acquisition
fluctuations in value—for example, where shares or other non-cash consideration
are offered—it is, of course, necessary to assess the value of the acquirer’s
shares, the exchange ratio, and the post-combination business plan. That,
however, is an issue concerning the value and risk of the consideration to be
received by the target company’s shareholders. It does not justify retaining
“overestimating the post-acquisition corporate value of the target company” as a
general evaluative factor.

Yours faithfully,

Satoru Matsuhashi

Founder and CEO
Nanahoshi Management Ltd.




