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Oji Paper

“QOji paper said it would today launch atender offer for shares of Hokuetsu
paper Mills, opening Japan’s first hostile takeover attempt by one blue
chip domestic customer for another”

Financial Times, London, 2 August 2006

Oji concedes defeat over Hokuetsu bid

Financial Times, London, 30 August 2006
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A comparative review of Oji Paper and its target
Hokuetsu Paper Mills
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Overview

Oji Paper Ltd

Hokuetsu Paper Mills Ltd
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Overview
Oji Paper Ltd Hokuetsu Paper Mi .

The line measures the strength of profits and the bars the strength of the balance sheet

The higher the stronger
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— Funding management —= Asset management — Profit management
Strong contribution from the profits. Strong in all areas over the past 5 years

Below average balance sheet in all years
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Financial trends
Oji Paper Ltd Hokuetsu Paper Mills Ltd
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Sales steady for past 5 years Much smaller company but sales growing

Company Watch - {racking corporate financial health n



<
0
Company
WatCh tracking corporate financial health

Diagr

The H-Score model views any company from 7 points of view simultaneously

This provides the opportunity of understanding where the model has detected strengths or weaknesses with their
trends over the past 5 years.

The next screen measures the contribution that profits have made towards reducing the risk from current liabilities.
The following two screens focus on the balance sheet. The first displays the strength of:

e Liquidity (Quick assets less current liabilities in relation to the rate of expenditure)

e Inventory & Receivables (What support is the working capital getting from the long term funding?)

¢ Current asset cover (To what extent do the current assets provide cover for the total liabilities of the business?)
The second screen displays the strength of the funding:

e The strength of the equity base (Equity net of intangibles in relation to total liabilities)

e How dependent is the company on its current liabilities? (Current liabilities in relation to total tangible assets)

e How dependent is the company on debt with greater emphasis on short term debt? ( Total debt in relation to
tangible assets)
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Diagnosis - Strength of the Profits

The higher the score, the stronger the company on that measure

Oji Paper Ltd Hokuetsu Paper Mills Ltd

Profit Management Profit Management
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The profits of both companies making a valuable contribution to their financial health
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Diagnosis - Strength of the Balance Sheet - Assets

The higher the score, the stronger the company on that measure

Oji Paper Ltd
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Hokuetsu Paper Mills Ltd
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The two companies showing similar characteristics on the asset management factors, with neither very strong
on liquidity and the other two measures precisely what one would expect from companies with very high levels of

fixed assets.




Diagnosis - Strength of the Balance Sheet - Funding

The higher the score, the stronger the company on that measure

Oji Paper Ltd Hokuetsu Paper Mills Ltd
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Oji Paper is below average on all Funding measures Hokuetsu has a much stronger than average equity base
drawing attention to a greater dependence than average and the high score reveals a low dependence on current
on current funding and on debt, with the equity base a little funding. However, there is a greater dependence on
below average as well. debt than average but not to the extent of Oji Paper
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Oji Paper’s financial strength comes more from its profits than from its balance sheet which
already reveals a large dependence on debt and on current liabilities. They will clearly be advised
to structure the acquisition in a way that does not place greater pressure on the balance sheet.
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