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Notice Recommending Rejection of Tender Offer by OJI 
 
 
 Hokuetsu Paper Mills, Ltd. (“Hokuetsu”) resolved at its board of directors 
meeting held today to announce its recommendation to reject the tender offer for 
Hokuetsu’s shares by Oji Paper Co., Ltd. (“Oji”; that tender offer, the “Tender Offer”). 
 

Details 
1. Outline of Offeror 
 
(1) Company name:  Oji Paper Co., Ltd. 
 
(2) Main business purposes: Production and sale of paper and pulp, production and 

sale of thermal-processed goods and wrapping 
materials, and afforestation business and real-estate 
sales and lease. 

 
(3) Incorporation date: August 1, 1949 
 
(4) Location of head office: 7-5, Ginza 4-chome, Chuo-ku, Tokyo 
 
(5) Representative: Kazuhisa SHINODA 
 Representative Director and President 
 
(6) Capital: JPY 103,880 million (as of March 31, 2006) 
 
(7) Major shareholders and their ownership ratios (as of March 31, 2006) 
    The Master Trust Bank of Japan, Ltd. (Trust Account) 

64,951,000 shares 6.1% 
    Japan Trustee Services Bank, Ltd. (Trust Account) 
    48,669,000 shares 4.6% 
    Japan Trustee Services Bank, Ltd. (Trust Account 4) 
    32,985,000 shares 3.1% 
    Sumitomo Mitsui Banking Corporation 
    31,668,000 shares 3.0% 
    Mizuho Corporate Bank, Ltd. 28,498,000 shares 2.7% 
 
(8) Relationship with Hokuetsu Paper Mills, Ltd. 

Capital relationship: Oji owns 1,045 Hokuetsu shares. Japan Trustee 
Services Bank, Ltd. (entrusted with The Sumitomo 
Trust & Banking Co., Ltd. for Oji Pension Trust 



Accounts) owns 5,614,000 Hokuetsu shares. 
Personnel relationship: None 
Trade relationship: Manufacturing consignment of thermal paper (sales 

volume of JPY 13 million yen for the fiscal year 
ending March 2006) 

 
 
 
 

2. Hokuetsu' s opinion on the Tender Offer and the reasons for its opinion  
 

For the following reasons Hokuetsu believes that the Tender Offer presents a 
substantial risk of undermining the corporate value of Hokuetsu as well as the 
common interests of shareholders, and consequently Hokuetsu announces its 
opinion on rejection of the Tender Offer. 
 
First, the advantages of management consolidation as stated in the content of the 
Tender Offer by Oji are advantages solely for Oji. Sufficient explanation has not 
been made of how a management consolidation between Hokuetsu which has the 
highest productivity in the industry, with Oji which has inefficient equipment, 
would provide any benefit to the corporate value of our company itself.  Moreover, 
Hokuetsu emphasizes a relationship of mutual trust between the management and 
employees, and promotes creative innovations on the manufacturing site through 
daily communication with employees. Hokuetsu also takes initiative in including 
the opinions of employees in Hokuetsu’s management. Through these actions 
Hokuetsu’s employees have maintained an extremely high work motivation.  On 
July 30, 2006, the labor union of Hokuetsu expressed its rejection of the conditional 
consolidation proposal by Oji. If a management consolidation through the Tender 
Offer is conducted without obtaining approval from the labor union of Hokuetsu, 
there are concerns that employees will leave Hokuetsu, or that their motivation to 
work will be undermined, and in this event it will be impossible to avoid a major 
decline in productivity.  
For this reason it is possible to state that the Tender Offer presents the risk of 
damage to our corporate value for the benefit of Oji, and consequently the 
substance of the Tender Offer does not secure or enhance the corporate value of 
Hokuetsu. 
 
Second, on July 19, 2006, Hokuetsu introduced measures to address large 
purchases of its shares (a buyout defense Measurement) in order to secure and 
enhance its corporate value and the common interests of shareholders (the “Buyout 
Defense Measurement”). The Buyout Defense Strategy requires that certain 
requirements must be satisfied in the event of a public tender offer through which 
the total shareholding ratio of the purchaser and its specially related persons 
would amount to 20 percent or more of the shares of Hokuetsu, including that the 
time for examination and the information provided must be sufficient for the 
shareholders to determine whether the public tender offer will truly protect and 
enhance the corporate value of Hokuetsu and the common interests of shareholders, 
and that there must be an opportunity for an objective examination by an 
independent committee. However, the Tender Offer has been made in a forcible 
manner ignoring the Buyout Defense Measurement despite Hokuetsu’s requests, 
and Hokuetsu believes that if such public tender offer is allowed it will present a 
substantial risk of undermining the corporate value and common interests of 
Hokuetsu’s shareholders. 
 
In the “Notice Regarding Commencement of Tender Offer” released yesterday, Oji 



has made an announcement to the effect that it believes there is no legal basis for 
them to comply with the Buyout Defense Measurement. However, the Buyout 
Defense Measurement is appropriate and lawful and completely relies on the 
guidelines concerning buyout defense strategies to secure and enhance corporate 
value and the common interests of shareholders as prescribed by the Ministry of 
Economy, Trade and Industry and the Ministry of Justice. Moreover, it has the 
same contents as the buyout defense strategies of the majority of companies that 
have already introduced these programs. The conditional consolidation proposal on 
July 23 and the Tender Offer by Oji through resolution of its board of directors 
commenced after Hokuetsu announced the Buyout Defense Measurement. It is also 
true that the information that Oji has disclosed to date remains insufficient for the 
determination of important matters such as the combining of the management of 
Hokuetsu and that of Oji.  
For these reasons, therefore, Hokuetsu finds it extremely regrettable that Oji has 
ignored the Buyout Defense Measurement and has made the Tender Offer  
without complying with the same. 
 
Today, Hokuetsu has requested the convening of an independent committee 
pursuant to the Buyout Defense Measurement. In the future, the independent 
committee may request Oji to submit a written explanation of the purchases or 
other necessary information pursuant to the Buyout Defense Measurement and if 
the independent committee decides that it is appropriate to take defensive action in 
accordance with the Buyout Defense Measurement, and makes a recommendation 
to the board of directors to that effect, the board of directors may make an 
allocation of warrants for no consideration or take other necessary actions.  
 
 
Hokuetsu will continue to exploit its advantages of selecting and concentrating on 
products, high productivity that is the best in the industry, profitability that is 
superior to other companies in the industry, ideally located production and 
distribution centers, proprietary technology and a high level of financial stability.  
These are backed by “Hokuetsu Spirit”, which embodies our pride in being 
independent, and Hokuetsu’s high worker motivation, to record further growth. 
Consequently, Hokuetsu  requests that all of its shareholders understand, among 
other things, Hokuetsu’s extremely high productivity from its independent 
management, its efficient management from a medium and long term perspective 
and its contribution to the local society, as well as that they continue to support its 
policy of independence and that they not accept the Tender Offer. 

 
Reference:  Outline of the Tender Offer 
 
(1)  Class of Shares to Be Purchased 
 

Common shares 
 

(2)  Tender Offer Period 
 

From August 2, 2006 (Wednesday) 
To September 4, 2006 (Monday)  

 
(3)  Tender Offer Price 
 

800 yen per share. If the placement of new common shares (the “Placement”) and a 
business alliance with Mitsubishi Corporation  (the “Business Alliance”), as 
resolved by the board of Hokuetsu on July 21, is withdrawn during the Tender Offer 



period, absent special circumstances that may adversely affect the terms of the 
Tender Offer, the Tender Offer Price is scheduled to be raised to 860 yen per share. 

 
(4)  Basis of Tender Offer Price 
 

The Tender Offer Price is determined by taking into account the impact of the 
Placement and the Business Alliance prior to July 3, 2006 on a price (860 yen per 
share) representing an approximate 34% premium over the one-month average 
closing price of the common shares of Hokuetsu on the Tokyo Stock Exchange (the 
“TSE”) from June 1, 2006 to June 30, 2006.  The Tender Offer Price of 800 yen per 
share represents an approximate 24% premium and an approximate 23% premium 
over the average closing price of the common shares of Hokuetsu on the TSE for a 
one-month period from June 1, 2006 to June 30, 2006 and for a one-month period 
immediately prior to July 23, 2006 (June 22, 2006 to July 21, 2006), respectively.  
It also represents an approximate 26% premium over the closing price of 635 yen 
thereof on July 21, 2006. 

 
(5)  Number of common shares to be Acquired 
 

Number of common shares to be Acquired:     100,818,239 shares 
 

(Note 1)  The number of common shares to be acquired (the “Tender Offer 
Minimum”) is calculated by subtracting 5,614,000 common shares 
held by Japan Trustee Services Bank, Ltd. (the portion entrusted 
with The Sumitomo Trust and Banking Company for the Oji 
Pension Trust Accounts) from 50% of 212,864,478 common shares, 
which is derived by adding 50,000,000 common shares to the total 
issued common shares (164,052,054 common shares) as of June 28, 
2006 as stated in the Securities Report for the 168th Term filed by 
Hokuetsu on June 28, 2006 to reflect the increase in issued common 
shares as a result of the Placement and subtracting the 1,187,576 
common shares that Hokuetsu itself owns (as of June 28, 2006). 

 
(Note 2)  Oji will not acquire any common shares if the number of common 

shares tendered is less than the Tender Offer Minimum.  Oji will 
acquire all of the common shares tendered if the number of common 
shares tendered is not less than the Tender Offer Minimum. 

 
(Note 3)  If Hokuetsu withdraws the Placement and the Business Alliance, 

absent special circumstances that would adversely impact the 
terms of the Tender Offer, Oji plans to recalculate and lower the 
Tender Offer Minimum with the assumption that the Placement 
will not be made.  In such case, the Tender Offer Minimum will be 
determined by subtracting 5,614,000 common shares held by Japan 
Trustee Services Bank, Ltd. (the portion re-trusted with The 
Sumitomo Trust and Banking Company for the Oji Pension Trust 
Accounts) from 50% of Hokuetsu’s total issued common shares 
minus the number of common shares that Hokuetsu itself owns. 

 
(6)  Change in the Number of common shares held by Oji as a result of Tender Offer 
 

Before the Tender Offer:  5,615,054 shares (ownership percentage of 3.45 %) 
 
After the Tender Offer:   106,433,284 shares (ownership percentage of 50.0004%) 

 



(Note 1)  The number of the common shares held by Oji after the Tender Offer 
is based on the Tender Offer Minimum being equal to 100,818,239 
common shares.  Since Oji will purchase all the tendered common 
shares when the number of such tendered common shares exceeds 
the Tender Offer Minimum, the ownership percentage of voting 
rights represented by the common shares held by Oji after the 
Tender Offer will be greater than 50.0004% and may be as high as 
100%. 

 
(Note 2)  The ownership percentage is calculated based on the number of the 

voting rights held by all the shareholders of Hokuetsu as stated in 
the Securities Report for the 168th Term filed by Hokuetsu on June 
28, 2006 (including the number of voting rights represented by 
common shares constituting less than one unit and those held 
under a cross-shareholding arrangement: 162,864).  However, the 
ownership percentage after the Tender Offer is calculated by 
adding the number of voting rights represented by the 50,000,000 
common shares proposed to be issued pursuant to the Placement to 
the total number of voting rights held by all the shareholders. 

 
(7)  Public Notice of Commencement of Tender Offer 
 

August 2, 2006 (Wednesday) 
 

(8) Tender Offer Agent 
 

Nomura Securities Co., Ltd. 
 

 


