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Notice Recommending Rejection of Tender Offer by OJI 
 
As Hokuetsu Paper Mills, Ltd. (“Hokuetsu”) resolved at its board of directors meeting 
held on August 2, 2006 to announce its recommendation to reject the tender offer (the 
“Tender Offer”) for Hokuetsu’s shares by Oji Paper Co., Ltd. (“Oji”), Hokuetsu once again 
resolved at its board of directors meeting held today to announce its rejection of the 
Tender Offer for the reasons expressed in section 2 below. Therefore, Hokuetsu asks its 
shareholders not to apply for 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. Contents and Reasons Hokuetsu’s Opinion Concerning the Tender Offer 
 

Pursuant to a resolution by the board of directors of Hokuetsu on August 2, Hokuetsu 
has expressed its rejection  of the Tender Offer by Oji. In addition to the reasons stated 
in the Registration Statement of Opinion and Report of Hokuetsu published on August 2, 
Hokuetsu once again announces its rejection  of the Tender Offer, for the reasons 
expressed below. 

 
(1) . Course of Events Leading to Expression of Rejection  of the Tender Offer 
 

Since February of this year Hokuetsu has received repeated informal inquiries from 
Oji concerning the possibility of a consolidation of management. On July 3, a proposal 
was made by Oji to Hokuetsu as part of these inquiries with respect to a consolidation of 
management without a resolution of the board of directors (the “Proposal”). Hokuetsu 
studied this in good faith, but on July 24, Oji unilaterally released its “Notice Concerning 
the Proposed Consolidation of Management of Hokuetsu Paper Mills Co., Ltd.” as having 
been resolved by its board of directors, without waiting for the deadline for the response 
of Hokuetsu on July 24, stating that they would seek a consolidation of management 
with Hokuetsu on the condition that Hokuetsu would withdraw the third party allotment 
(the “Capital Increase”) to Mitsubishi Corporation (“Mitsubishi”) and the business 
alliance with Mitsubishi (the “Business Alliance”) which Hokuetsu had announced on 
July 21 (the “Conditional Consolidation Proposal ”).  

 
The funds procured by the Capital Increase will be applied to investment in building 

and expanding enamel paper production facilities in Hokuetsu’s Niigata plant and other 
investment in equipment mainly at Hokuetsu’s Niigata plant, which are necessary in 
order to achieve and enhance the corporate value of Hokuetsu as well as the common 
interests of its shareholders. Moreover, Hokuetsu is convinced that by the Business 
Alliance with Mitsubishi Hokuetsu will be able to utilize the international reputation 
and base of operations of Mitsubishi, thereby contributing to the further growth of 
Hokuetsu. On July 24, therefore, Hokuetsu announced that it did not intend to withdraw 
the Capital Increase or the Business Alliance. Oji made the Conditional Consolidation 
Proposal without conducting any confirmation in connection with the Capital Increase 
and the Business Alliance between Mitsubishi and Hokuetsu, thereby causing wild 
fluctuation in the stock markets, as well as wild fluctuation in the price of Hokuetsu’s 
shares of stock. 

 
Even after the Conditional Consolidation Proposal, Hokuetsu continued to study in 

good faith with Oji the possibility of a contribution to achieving and enhancing the 
corporate value of Hokuetsu as well as the common interests of its shareholders. On July 
19 Hokuetsu introduced measures to address large purchases of its shares (a buyout 
defense strategy) (the “Buyout Defense Strategy”), and Hokuetsu informed Oji that if 
they intended to make an official proposal for management consolidation to Hokuetsu, 
Hokuetsu would demand that they would provide information that would constitute 



grounds for a decision by all of its shareholders, in accordance with the Buyout Defense 
Strategy. On two occasions Hokuetsu sent Oji a questionnaire concerning the content of 
the Proposal. On July 25, Hokuetsu furnished a broad ranging nondisclosure affidavit as 
requested by Oji, and received documentation. Hokuetsu also provided documentation 
concerning its scrap and build project within Japan and abroad. After that, on July 28, 
the top meeting between Hokuetsu and Oji was held as requested by Oji and Oji 
proposed to request to review the Capital Increase and the Business Alliance and to 
freeze the Tender Offer. This proposal which gave priority to the review of the Capital 
Increase and the Business Alliance that are provided as conditions to commence the 
Tender Offer in the Conditional Consolidation Proposal, contradicted directly to the 
Conditional Consolidation Proposal. In addition, on Saturday July 29, Hokuetsu received 
a document promising to answer Hokuetsu’s additional questions on the condition that 
Hokuetsu provides a second nondisclosure affidavit of broad content. Hokuetsu then 
furnished this nondisclosure affidavit in accordance with the request by Oji, and made 
preparations to receive answers from Oji to the additional questions, which they were to 
provide early in the following week. Nevertheless when the week opened on August 1, Oji 
showed a sudden change in attitude, and released their “Notice Concerning the Public 
Tender Offer.” From August 2 they began the Tender Offer without complying with the 
procedures set forth in the Buyout Defense Strategy. 

 
On August 2, Hokuetsu announced its judgment that the advantages of management 

consolidation as stated in the content of the Tender Offer by Oji were entirely advantages 
for Oji, and that sufficient explanation had not been given of how this would benefit the 
corporate value of Hokuetsu itself, as well as concerns of Hokuetsu including the loss of 
employees and the undermining of worker motivation if a management consolidation 
was made by the Tender Offer without obtaining the approval of the labor union of 
Hokuetsu, which would in turn cause a significant and unavoidable decline in its 
productivity, thereby damaging the corporate value of Hokuetsu. Hokuetsu further 
stated its rejection  of the Tender Offer since despite the requests by Hokuetsu the 
Tender Offer had ignored the Buyout Defense Strategy and had been implemented in a  
hostile manner and presented a substantial risk of damaging the corporate value of 
Hokuetsu as well as common interests of its shareholders. 

 
Hokuetsu once again resolved at its board of directors meeting, today, to reject the 

Tender Offer since Hokuetsu have determined that the Tender Offer will undermine the 
corporate value of Hokuetsu and damage the common interests of its shareholders. 

 
(2) . The Tender Offer Has Been Made Without Allowing Sufficient Time for Study or 

Providing Sufficient Information, Ignoring the Procedures Prescribed by Hokuetsu in 
the Buyout Defense Strategy 

 
As stated in its Registration Statement of Opinion and Report which Hokuetsu 

announced on August 2, the Buyout Defense Strategy stipulates that certain 
requirements must be satisfied in the event of a public tender offer through which the 
total shareholding ratio of the purchaser and specially related persons thereto 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 secure 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. The Tender 
Offer has been made in a hostile manner ignoring the Buyout Defense Strategy despite 
Hokuetsu’s demands, and Hokuetsu believes that if the Tender Offer is allowed it will 
present a substantial risk of undermining the corporate value of Hokuetsu and common 
interests of its shareholders. 

 



With respect to this issue, Oji Paper announced in their “Notice Concerning Public 
Tender Offer” released on August 1, to the effect that they believed that there was no 
legal basis for them to comply with the Buyout Defense Strategy. Nevertheless the 
Buyout Defense Strategy is fair and lawful, and complies completely with 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 content as the buyout 
defense strategies of most companies that have already introduced these programs. The 
Proposal and the Tender Offer made by Oji on July 23 through resolution of its board of 
directors took place after introduction of the Buyout Defense Strategy. It is also true, as 
Oji itself admitted in the letter dated July 29, that the information that Oji has disclosed 
to date remains insufficient in connection with 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 Strategy and has made the Tender Offer without complying with the same. 

 
The independent committee has expressed its regret that Oji has unilaterally 

launched the Tender Offer, ignoring the procedures stipulated in the Buyout Defense 
Strategy in connection with the Tender Offer, and issued a recommendation on August 8 
to take defensive action. The board of directors of Hokuetsu will decide appropriately the 
necessity to take and the timing of the defensive action and other matters, with 
maximum respect for the judgment of the independent committee and in consideration of 
the effects on, among others, Hokuetsu or its shareholders to be caused by the defensive 
action and various other factors.. 

 
(3) . The Tender Offer Does Not Contribute to Improving Our Corporate Value 

 
The advantages to management consolidation that are stated within the “Purposes of 

Consolidation” of the Public Tender Offer Notification by Oji in connection with the 
Tender Offer (hereinafter the “Substance of the  T ender Offer”) only state unilateral 
advantages of synergies to Oji. They do not present sufficient information concerning the 
impact that a management consolidation between Hokuetsu and Oji would have on the 
corporate value of Hokuetsu itself. Hokuetsu has heretofore maintained high 
profitability and worked to improve corporate value by pursuing independent growth 
and partnering with other companies in a spirit of reciprocity, while emphasizing 
efficiency more than increasing market share, and specializing in growth products. This 
corporate philosophy of Hokuetsu is fundamentally different from that of Oji which has a 
corporate orientation of being a comprehensive manufacturer and has emphasized 
growth in size and market presence, pursuing restructuring by merging with other 
companies. The Tender Offer by Oji will not contribute to improving the corporate value 
of Hokuetsu. 

 
(a) Scrap & Build Across Companies 
 

Oji Paper has suggested scrap and build across companies in which it will scrap 
its smaller and antiquated facilities, and concentrate resources in Hokuetsu’s Niigata 
plant, to increase cost competitiveness. Nevertheless Hokuetsu’s Niigata plant 
already has the highest productivity in the industry. In (calendar) 2005 the 
production per worker at this plant was 1,880 tons which is 1.5 times the 
productivity per worker of any of the plants of the five major paper producers. 
Hokuetsu also intends to achieve even higher productivity through investment in 
additional production facilities by applying the funds from the Capital Increase from 
Mitsubishi. Moreover, as is apparent from the announcement of the strategy of 
independent scrap and build programs of Nippon Paper (May 10, 2006), and Daio 
Paper (June 20, 2005), it is fully possible within the paper industry to reduce costs 



from a scrap and build company by the individual efforts of each company without a 
corporate merger. Hokuetsu, as announced on May 18, will independently launch the 
first international scrap and build program to come from Japan, and does not need to 
carry out scrap and build in cooperation with Oji. 

 
Consequently the Substance of the Tender Offer by Oji is only designed to 

enable Oji to obtain the benefit of the high productivity of Hokuetsu, and does not in 
any way contribute to the corporate value of Hokuetsu. 
 
(b) Human Resources Strategy 

 
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 its management. Through these actions 
employees of Hokuetsu have maintained an extremely high work motivation. 
However on August 2, the labor union of Hokuetsu has expressed its rejection of  the 
Conditional Consolidation Proposal, as well as the Tender Offer by Oji. If a 
management consolidation through the Tender Offer is conducted without obtaining 
approval from the labor union of Hokuetsu, there are concerns such as, 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. 

 
The Substance of the Tender Offer by Oji completely ignores the facts that 

Hokuetsu working together with its employees and its labor union, has enhanced its 
corporate value in close contact with local areas, under the banner of independence 
and autonomy and ignores the corporate culture of Hokuetsu. 

 
(c) Optimizing Production and Sales 

 
Hokuetsu’s Niigata plant is close to the metropolitan areas which account for 

approximately 60 percent of printing paper and office supply paper. The production 
and sales organizations of Hokuetsu are very efficient when compared to other 
companies in the industry. With our placement in these ideal production sites we 
have been able to carry out dynamic production that matches the needs of the 
customers, to provide thorough customer support, and to reduce distribution costs. 

 
The Substance of the Tender Offer states that it will optimize production and 

sales, but this optimization of production and sales as stated in the Tender Offer 
consists entirely of concentrating the production by Oji in areas distant from 
metropolitan areas (such as Tomioka and Yonago) into Hokuetsu’s Niigata plant, 
which will not contribute to any enhancement of the corporate value of Hokuetsu 
itself. 

 
(d) Cost Reductions in Fuel and Raw Materials 

 
The Substance of the Tender Offer states that there will be advantages in areas 

such as reducing the cost of fuel and raw materials. Nevertheless, Hokuetsu has 
already been implementing programs to switch fuels and manufacture chemicals 
in-house, thereby reducing the fuel and input costs. In the comprehensive alliance 
with Mitsubishi between July 2000 and July 2005 Hokuetsu achieved significant cost 
reductions to an amount of approximately ¥5.5 billion per year. Moreover, in the 
future partnering with Mitsubishi, Hokuetsu is using the global materials 
procurement network of Mitsubishi  to procure ingredients for paper at stable and 
competitive prices. In product sales as well Hokuetsu is using the international 



network of Mitsubishi to pursue export and sales in foreign markets, while at the 
same time studying cooperative business relationships with affiliates of Mitsubishi 
within Japan as well. 

 
(e) Risks Associated With Expansion of Business 

  
The Substance of the Tender Offer states the general advantages associated 

with increasing the scale of business, but does not make an appropriate analysis of 
the risks that are attendant to an expansion of this nature. 

 
A review of the trends in the industry at present involving diversification of 

types of paper products and of customer demand shows that Japanese paper 
producers must implement production and sales programs that address market 
trends and customer trends in a timely and appropriate fashion, and provide rapid 
and dynamic supplies of high quality products. In fact Hokuetsu has achieved 
dynamic supplies of high quality products. Nevertheless, if increases in scale are 
pursued without implementing sufficient quality measures, Hokuetsu will lose its 
advantage of providing prompt and dynamic supplies of high quality products in a 
timely and appropriate fashion. 

 
Moreover on August 8 the Japan Federation of Printing Industries (JFPI) 

announced its rejection  of the Tender Offer. The JFPI is an association of 13,000 
printing companies nationwide, and in its rejection the federation stated that the 
Tender Offer ignored the opinions of consumers, and was aiming  to take profits by 
achieving an oligopoly in products. Consumers who have a policy of procuring paper 
and pulp products from multiple producers will face a narrowing of choices in their 
sources if Hokuetsu’s operations are consolidated with Oji’s, and it is even possible 
that customers will distance themselves from Hokuetsu. In this manner if the 
management consolidation by the Tender Offer were to be achieved, it is possible that 
Hokuetsu will lose the long term relationship of trust on the part of customers , 
which is one of the advantages of Hokuetsu. 

 
Moreover, there is also a serious issue related to the Antimonopoly Law; when a 

company is considering a tender offer which may conflict with the Antimonopoly Law, 
the company should have a prior consultation with the Fair Trade Commission to get 
its prior approval or to discuss how the company should deal with the potential 
issues. However, the Tender Offer was launched without waiting for the decision by 
the Fair Trade Commission, and in consideration of the market shares of Hokuetsu 
and Oji, if the Fair Trade Commission gives an order to remove restraints on trade in 
connection with Hokuetsu’s core products such as enamel paper and white 
paperboard, this would have major adverse consequences to Hokuetsu. 
 
(f) Lack of Specific Proposals in Connection With Advantages for the Local 

Community 
  
The Tender Offer states that Oji will contribute to stable employment and to 

the local community by actively supporting plans to expand the Niigata plant, but 
these are activities that Hokuetsu is perfectly capable of carrying out on its own, and 
a consolidation with Oji Paper will not make any new contribution to the local 
community. 

 
Hokuetsu has incorporated coexistence with the local community and being a 

company that is trusted by the local community into its corporate mission. Hokuetsu 
have worked for many years to be a company that is trusted by the local community, 
including support in recovery from the war, building of cultural facilities, the 



establishment of the Hokuetsu Paper Meisei School, support in disaster relief, and 
sponsoring of cultural lecture series. Members of the local community have shown 
their appreciation of these efforts by Hokuetsu, and Hokuetsu has received many 
comments from local residents and persons affiliated with local government stating 
that they hope that Hokuetsu continues with its independent self-management. 

 
(g) Absence of Statement in Connection With Oji’s Project in China 

 
The Substance of the Tender Offer does not make any statement concerning 

Oji’s business plan in connection with the markets of east Asia, which Oji claims 
should be considered as being one with that of the Japanese market. According to the 
press release by Oji on July 31, their total investment in their China Project 
amounted to US$1.9 billion (approximately ¥220 billion). It is extremely  unusual 
for the Substance of the Tender Offer to have omitted an appropriate explanation of 
the risks in connection with the China Project, which will have an extremely large 
impact on consolidated operations. If Hokuetsu is consolidated with Oji by means of 
the Tender Offer there is a possibility that Hokuetsu would bear the risk of Oji’s 
business in China, for which the earnings situation is very uncertain. 

 
(h) Absence of Clarity in Proposal Which Focuses Solely on the Niigata plant 

 
The Substance of the Tender Offer does not make any mention of Hokuetsu’s 

Nagaoka plant or Hokuetsu’s Kanto plant (Kanto plant Ichikawa Factory, Kanto 
plant Katsuta Factory). Nevertheless the Kanto plant is an important production site 
for white paperboard, and the Nagaoka plant also is a superior plant that has high 
productivity. Both of these plants are important profit centers for Hokuetsu. The 
Tender Offer does not make any statement concerning the stance of Oji towards these 
plants, and must be said to have very uncertain and unclear elements as a proposal 
for consolidation of an entire company. 

 
(i) Oji’s Observation On Current Industry Situations 

 
Oji claims that a business integration among paper manufacturers is inevitable 

in order to establish presence in the emerging east Asian market, backed by rapid 
growth in printing and the information paper segment and integration with the 
Japanese market, furthermore the global market, achieving continuous 
enhancement of corporate and shareholder value by increasing the scale of 
operations yet at the same time improving its efficiency by reorganization of the 
industry through consolidation. Additionally, one of Oji’s rationales for the business 
integration, pointed out in its reference material to the Proposal, is that the printing 
and information paper segments have experienced a rapid increase in imported 
products within the last two to three years. However, according to statistics 
published by the Japan Paper Association, the share of imported products for coated 
printing paper has declined since 2004 and thus Oji’s claim of such rapid increase of 
imported products in the printing and information paper segments is not necessarily 
accurate, making Oji’s rationale for business integration inadequate. 

 
(4) . Quantitative Risk Factors in the Substance of the Tender Offer 
 

As stated in section (3) above, from the perspective of the Substance of the Tender 
Offer, a review of fiscal 2009 when N9 is scheduled to go online (operating at a capacity of 
60 percent), the quantitative risks in the Substance of the Tender Offer even to the 
extent of those that can be calculated can be projected as being between ¥13.4 and ¥17.9 
billion as a result of reduced production from implementing scrap and build between 
Hokuetsu and Oji, sale of businesses and adjustments to manufacturing pursuant to the 



Antimonopoly Law, reduction in productivity as a result of loss in worker morale, etc., 
risks that customers will adjust their shares, as well as risks of loss of customers 
resulting from differences in plans for reducing distribution costs.  

 
(5) . Opinion Concerning Price of Oji’s Tender Offer, and Enhancement of Corporate 

Value through Independent Self-Management 
 
There has been no clear indication of the assumptions made and the calculation 

process by Oji in connection with setting the price of the Tender Offer at ¥800 per share 
as stated in the Substance of the Tender Offer. Hokuetsu believes that the most 
significant issue is that they did not take into consideration the effect of full startup of 
N9, which is the core of the growth strategy of Hokuetsu. 

 
Ultimately Oji’s justification for the price of the Tender Offer makes reference mainly 

to the trading multiple analyses based on the average financial values for the past five 
years as well as the equity analysts’ projections for the current and next fiscal years, and 
they do not in any way take into consideration enhancement to shareholder value that 
reflects the medium to long term strategy of Hokuetsu. Hokuetsu believes that they 
should do the valuation analysis incorporating the impact of N9 (which starts production 
in fiscal 2008), which is the real driver of the growth strategy of Hokuetsu. 

 
Under the present business plan of Hokuetsu,  Hokuetsu expects to earn high 

EBITDA in the amount of ¥34.8 billion in fiscal 2010, which is when N9 goes online 
(assuming operation at 85% of capacity). Hokuetsu is proceeding at full speed in 
achieving our J-100 Plan during this year and the upcoming year, and Hokuetsu  
believes it will enter a new growth stage from fiscal 2009. Once N9 begins full operation 
(from 2011), Hokuetsu expects to be able to achieve cost reductions, etc., through the 
Business Alliance with Mitsubishi, and thereby achieve further profits. 
 
(6) . Conclusion 
 

As discussed above Hokuetsu believes that both the process and the content of the 
Tender Offer present a substantial risk of undermining the corporate value of Hokuetsu 
and the common interests of its shareholders. In the future 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, ideal production and distribution centers, proprietary technology and a high 
level of financial stability, backed by its own independent management and its high 
worker motivation, to record further growth. Hokuetsu is aiming at achieving the 
market capitalization of ¥280 billion in fiscal 2010, and Hokuetsu believes that its 
potential equity value per share will be much higher than Oji’s tender offer of ¥ 800, and 
the premium which is a 23% higher to the previous one-month average closing  price is 
inadequate. Consequently, Hokuetsu requests that all of its shareholders understand, 
among other things, its extremely high productivity from its independent management, 
its efficient management from a medium and long term perspective and its contribution 
to the local community, as well as that they continue to support the policy of Hokuetsu’s  
independence and that they not apply for the Tender Offer. 
 

Hokuetsu has been in business for approximately 100 years during which time 
Hokuetsu has pursued a management objective of enhancement of shareholder value 
over the medium and long term under independent self-management, and through 
efficient management and being a good corporate citizen in its local community with 
labor and management working together as a team. In the future as well we intend to 
pursue expansion of enamel paper production facilities (the No. 9 Plan) at Hokuetsu’s 
Niigata plant and to achieve new growth through its independent self-management. 



 
 
 
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:  5,615,045 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. 
 

 


