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Announcement Relating to Commencement of Tender Offer
for Shares in DESCENTE LTD. (Code No.8114)
ITOCHU Corporation (“ITOCHU” or the “Company”) and BS Investment Corporation, a wholly-owned
subsidiary of ITOCHU, (headquartered in Minato-ku, Tokyo; Representative Director: Ken Watanabe; the
“Tender Offeror” or “BS Investment,” and ITOCHU and the Tender Offeror are collectively referred to as
“ITOCHU, Etc.”) hereby announce that, ITOCHU, Etc., at their respective meetings of the board of directors
held today, passed a resolution for the acquisition of the common share of DESCENTE LTD. (which is listed
on the First Section of the Tokyo Stock Exchange Inc., the “Tokyo Stock Exchange,” Code No. 8114; the
“Target Company”) (the “Target Company Shares”) by BS Investment Corporation through a tender offer in
accordance with the Financial Instruments and Exchange Act (Act No.25 of 1948, as amended; the “Act”) (the
“Tender Offer”), as follows.
This document is disclosed by ITOCHU in accordance with the Securities Listing Regulations, and also makes
an official public announcement pursuant to Article 30, Paragraph 1, Item 4 of the Order for Enforcement of the
Financial Instruments and Exchange Act (Act No. 321 of 1965, as amended; the “Order”) based on the Tender
Offeror’s request to ITOCHU (the wholly-owning parent company of the Tender Offeror).
1.
(1)
(2)
(3)
(4)

Outline of BS Investment Corporation
Name
Location
Title and Name of Representative
Business Activities

(5) Capital

BS Investment Corporation
5-1, Kita-Aoyama 2-chome, Minato-ku, Tokyo
Representative Director: Ken Watanabe
Acquisition and holding of share certificates, etc. of the Target
Company
JPY1,000,000 (as of January 31, 2019)
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2. Purpose of the Purchase, Etc.
(1) Overview of the Tender Offer
As of today, the Tender Offeror is a stock company, whose issued shares are all held by ITOCHU. As
of today, the Tender Offeror does not hold any Target Company Shares listed on the First Section of the
Tokyo Stock Exchange. However, ITOCHU, the wholly-owning parent company of the Tender
Offeror, is the largest shareholder among the major shareholders of the Target Company, holding
22,954,300 Target Company Shares (shareholding percentage (see Note): 30.44%) as of today, and the
Target Company is an affiliate of ITOCHU under the equity method of accounting.
(Note)

“Shareholding percentage” means the percentage of shares relative to 75,408,409 shares,
which is equal to the total number of issued shares of the Target Company as of September
30, 2018 (i.e., 76,924,176 shares), as set forth in the “62nd Business Period Second
Quarterly Report” (the “Target Company’s 62nd Business Period Second Quarterly
Report”), as submitted by the Target Company on November 8, 2018, less the number of
treasury shares held by the Target Company as of the same date (i.e., 1,515,767 shares)
(rounded to two decimal places; hereinafter, the same shall apply in all percentage
calculations). Hereinafter, the same shall apply.

The ITOCHU Group (as defined in “(2) Background to and Reason of the Company’s Decision to
Implement the Tender Offer” below) has provided longstanding cooperation necessary to enhance the
corporate value of the Target Company, under the judgement that enhancing the corporate value of the
Target Company would contribute to enhancing the group-wide corporate value of the ITOCHU Group.
However, as detailed in “(2) Background to and Reason of the Company’s Decision to Implement the
Tender Offer” below, the ITOCHU Group has concluded that it is questionable whether the corporate
value of the Target Company will be enhanced in the future due to issues regarding the recent
management structure, including the corporate governance structure, and the management policy of the
Target Company. Therefore, the ITOCHU Group decided that, in order to further enhance the Target
Company’s corporate value, it is necessary to further strengthen the capital relationship between the
ITOCHU Group and the Target Company, reform the management structure and restructure the existing
corporate governance system to make it sound, and construct a relationship whereby the ITOCHU Group
and the Target Company can constructively discuss the Target Company’s growth strategy and measures.
In addition, the ITOCHU Group has considered that it is necessary to make more specific proposals to
the current management team of the Target Company regarding reform to the management structure and
management policy of the Target Company, and also, to discuss with stakeholders of the Target
Company (e.g., shareholders, officers, employees and business partners of the Target Company) to
seriously consider measures to enhance the corporate value of the Target Company. From such
perspective, the ITOCHU Group reconsidered its policy regarding its holding of Target Company Shares
and decided that it is desirable to purchase additional Target Company Shares in the ITOCHU Group, on
the basis that: (i) if the ITOCHU Group is to make more specific proposals to the Target Company, it
would be desirable to purchase a certain amount of additional Target Company Shares in order to have
more responsibility over the management of the Target Company; (ii) on the other hand, at this stage, it
is not necessary to make the Target Company a subsidiary from the perspective of maintaining the
unique identity of the Target Company, to ensure that the employees of the Target Company are able to
demonstrate their excellent planning and developing skills; and (iii) if the management structure and
management policy of the Target Company are reformed, the corporate value of the Target Company
would be enhanced and the investment value of the Target Company Shares would also be enhanced (for
additional information, see “(2) Background to and Reason of the Company’s Decision to Implement the
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Tender Offer” below). As a specific method to purchase additional shares, purchase through market
transactions would be a potential option; however, after comprehensive consideration of the recent stock
price performance of the Target Company and market environments, etc., the ITOCHU Group has
decided that, in order to provide all of the shareholders of the Target Company who desire to sell the
Target Company Shares (depending on the share price) an appropriate opportunity to sell their Target
Company Shares, implementing the Tender Offer at a price that consists of appropriate premiums added
to the most recent market price will be the best method for ensuring the transparency of the ITOCHU
Group’s procedure for purchasing the Target Company Shares, and for gaining the understanding of
general investors. It was difficult for the ITOCHU Group to specifically determine the shareholding
percentage necessary to attain (i) through (iii) above. However, for the implementation of the Tender
Offer, it is required by laws and regulations to set the specific maximum number of shares to be
purchased; therefore, after comprehensive consideration from the perspective of the prospect of
shareholders of the Target Company who support the ITOCHU Group’s decision and from the
perspective of maintaining the independence of the management of the Target Company to ensure that
the Target Company is able to fully utilize its employees’ excellent skills and its brand power, the
ITOCHU Group set the maximum number of shares to be purchased for the Tender Offer to such
number that the shareholding percentage is to be 40.00%.
Given the considerations above, ITOCHU decided to purchase additional Target Company Shares by
establishing the Tender Offeror as its wholly-owned subsidiary in order for the ITOCHU Group to
purchase additional Target Company Shares as stated above in a swift and flexible manner. ITOCHU,
Etc. resolved to implement the Tender Offer at their respective meetings of the board of directors held
today.
The purpose of the Tender Offer is as described above, and ITOCHU, Etc. does not intend to acquire a
majority of the voting rights of the Target Company, together with those to be held by the Tender Offeror,
in order to make the Target Company a subsidiary. Therefore, the maximum number of shares to be
purchased is set at 7,210,000 shares (shareholding percentage: 9.56%), which is equal to the number of
Target Company Shares that will be held by ITOCHU, Etc. after completion of the Tender Offer, which
will be equivalent to a shareholding percentage of 40.00% of the Target Company Shares (30,164,300
shares), less the number of Target Company Shares held by ITOCHU as of today (22,954,300 shares).
If the total number of share certificates, etc. that are offered for sale in response to the Tender Offer (the
“Tendered Share Certificates, Etc.”) exceeds the maximum number of shares to be purchased (7,210,000
shares), all or part of that excess number of shares will not be purchased; and delivery and other
settlement with respect to the purchase, etc. of share certificates, etc. will be handled on a pro rata basis
as provided in Article 27-13, Paragraph 5 of the Act and Article 32 of the Cabinet Office Ordinance on
Disclosure Required for Tender Offer for Share Certificates, Etc. by Person Other Than Issuer (Ministry
of Finance Ordinance No. 38 of 1990, as amended; the “TOB Ordinance”). In addition, since the
purpose of the Tender Offer is to provide all of the shareholders of the Target Company with an
appropriate opportunity to sell their Target Company Shares, a minimum number of shares to be
purchased is not set for the Tender Offer. Therefore, if the total number of the Tendered Share
Certificates, Etc. is equal to or less than the maximum number of shares to be purchased (7,210,000
shares), all the Tendered Share Certificates, Etc. will be purchased.
By strengthening the capital relationship between the ITOCHU Group and the Target Company and
reasserting the responsibility and determination of ITOCHU as the largest shareholder to the
management team of the Target Company, ITOCHU, Etc., will encourage the current management team
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of the Target Company to have serious discussions regarding reforms to its management structure and
the restructuring of its existing corporate governance system to make it sound, and expects the Target
Company to respond appropriately to the issues identified by ITOCHU, Etc. stated below. As described
in “(3) Management Policy after the Completion of the Tender Offer” below, with respect to reforms to
the management structure of the Target Company, ITOCHU, Etc. plans to discuss this with the Target
Company after completion of the Tender Offer, and if ITOCHU, Etc. and the Target Company do not
reach an agreement through these discussions, given the result of the Tender Offer, ITOCHU, Etc. may
submit proposals regarding the appointment of directors of the Target Company to reshuffle the Target
Company’s management structure at the ordinary general meeting of shareholders of the Target
Company that will be held in June this year (the “Ordinary General Meeting of Shareholders”). As
described above, since ITOCHU, Etc. does not intend to acquire a majority of the voting rights of the
Target Company in order to make the Target Company a subsidiary, the maximum number of shares to
be purchased is set as 7,210,000 shares (shareholding percentage: 9.56%), and the shareholding
percentage of the Target Company Shares to be held by ITOCHU, Etc. after completion of the Tender
Offer will be no more than 40.00%. Therefore, ITOCHU, Etc. considers that it is necessary to proceed
with reforms to the management structure of the Target Company with the support from other
shareholders of the Target Company at the Ordinary General Meeting of Shareholders.
ITOCHU, Etc. has decided to implement the Tender Offer in accordance with the principal procedures
which are contemplated to be taken by the Financial Instruments and Exchange Act and expects that the
Target Company will consider its opinion on the Tender Offer after the commencement of the Tender
Offer. In other words, ITOCHU, Etc. has not had prior discussion with the Target Company regarding
the implementation of the Target Company, taking into account the fact that (i) since ITOCHU, Etc. is
not implementing the Tender Offer for the purpose of obtaining control over the Target Company and
considers the Tender Offer as a transaction in lieu of carrying out market transactions to acquire up to
40.00% of the Target Company Shares, as stated above, ITOCHU, Etc. believes that, similar to the case
of market transactions, having prior discussions with the Target Company is not a prerequisite for the
Tender Offer; (ii) as described in “(2) Background to and Reason of the Company’s Decision to
Implement the Tender Offer” below, even if ITOCHU, Etc. has prior discussions with the Target
Company regarding the implementation of the Tender Offer, ITOCHU, Etc. does not believe that such
discussions would be constructive on the basis that the management team of the Target Company has not
responded seriously to the issues identified by ITOCHU; and (iii) if ITOCHU, Etc. has prior discussions,
there is even a possibility that it would cause a sudden rise in the market price of the Target Company
Shares and confusion in the market due to information leakage, etc., and that this may have a large
impact on the decisions of the shareholders of the Target Company regarding the Tender Offer.
Therefore, as of today, ITOCHU, Etc. has not been able to confirm whether the Target Company
supports the Tender Offer. However, ITOCHU, Etc. believes that the purposes of the Tender Offer,
which are to reform the management structure and restructure the existing corporate governance system
to make it sound, and construct a relationship whereby the ITOCHU, Etc. and the Target Company can
constructively discuss the Target Company’s growth strategy and measures, will enhance the corporate
value of the Target Company and contribute to the interests of all stakeholders, including shareholders,
employees and business partners of the Target Company. Moreover, since the Tender Offer will
provide all the shareholders of the Target Company with an appropriate opportunity to sell their Target
Company Shares, ITOCHU, Etc. expects the Target Company to support the Tender Offer, by reacknowledging the importance of maintaining constructive dialogue with shareholders and not
unreasonably restricting opportunities to sell listed shares based on each investor’s judgement.
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The Target Company Shares are not intended to be delisted through the Tender Offer and they will
remain listed after completion of the Tender Offer.
(2)

Background to and Reason of the Company’s Decision to Implement the Tender Offer
ITOCHU, a wholly-owning parent company of the Tender Offeror listed its shares on the Osaka
Securities Exchange and the Tokyo Stock Exchange in July 1950. ITOCHU is part of a corporate
group consisting of ITOCHU, its 210 consolidated subsidiaries and 88 affiliates under the equity method
of accounting (as of September 30, 2018), including the Target Company (the “ITOCHU Group”); and,
through its domestic and overseas networks, the Textile Company, the Machinery Company, the Metal
& Minerals Company, the Energy & Chemicals Company, the Food Company, the General Products &
Realty Company and the ICT & Financial Business Company respectively undertake diversified
businesses in areas that include everything comprehensively from raw materials, etc. (upstream) to retail
sales, etc. (downstream), in order to provide various products and services supporting people’s lives.
Among other things, the Textile Company consists of three divisions, the “Apparel Division,” the “Brand
Marketing Division 1” and the “Brand Marketing Division 2,” and is expanding its business in various
areas, from raw materials to final products, and from fashion to non-textile, and is contributing to the
enhancement of the corporate value of ITOCHU.
The trade name of the Tender Offeror is BS Investment Corporation, and it was incorporated on January
9, 2019, as a wholly-owned subsidiary of ITOCHU, for the purpose of making investments into and
giving loans to companies that conduct businesses relating to the manufacture and sale of textile products,
etc. and their holding companies and carrying out any businesses that are incidental thereto.
On the other hand, according to information on the Target Company’s website, the Target Company was
founded as “Tsuruya,” the predecessor company of the Target Company, in Osaka in February 1935 by
Mr. Takeo Ishimoto (the grandfather of Mr. Masatoshi Ishimoto, the current President and representative
director of the Target Company). After World War II ended, Ishimoto Shoten, which was the successor
company to Tsuruya, commenced the manufacturing of sporting goods focusing on baseball which was
becoming popular and, in 1957, the brand “DESCENTE,” which is the French term for downhill skiing,
was launched and commenced to develop skiwear. Thereafter, Ishimoto Shoten was reorganized in
February 1958 to become “Ishimoto Shoten Co., Ltd.,” which specialized in the manufacture and sale of
sportswear, and changed its name to “DESCENTE LTD.” in September 1961. The Target Company
expanded its business focusing on the development and manufacture and sale of sportswear, beginning
with baseball uniforms and skiwear, and then expanding into skating suits, cycling wear, competition
swimwear, golf wear, training wear and triathlon suits; now, the Target Company has extended its
business not only in Japan but also in Asia and Western countries. The Target Company Shares
became listed on the Second Section of the Osaka Securities Exchange in March 1977, moved to the
First Section of the Osaka Securities Exchange in January 1980, and then became listed on the First
Section of the Tokyo Stock Exchange in March 1980. The cash equity market of the Osaka Securities
Exchange was integrated into that of the Tokyo Stock Exchange in July 2013 and, as a result, the Target
Company’s shares are currently listed on the First Section of the Tokyo Stock Exchange.
In October 1964, the Target Company commenced the sale of golf apparel under the brand name
“Munsingwear”, as the sole sales agency in Japan, forming an alliance with ITOCHU, Toyo Boseki
Kabushiki Kaisha (currently, Toyobo Co., Ltd.) (“Toyobo”) and Munsingwear of the U.S. In
November 1984, the Target Company, ITOCHU and Toyobo obtained trademark rights for the
“Munsingwear” brand for Japan and other Asian countries, and a business alliance agreement was
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entered into by and between those three companies. Then, through the acquisition of trademark rights
for the “arena” and “le coq sportif” brands from Saragan, a Swiss corporation, for the Far East, including
Japan, and Southeast Asia in December 1990, and the acquisition of trademark rights for the “umbro”
brand from Umbro International, a U.S. corporation, in July 1998, the Target Company has developed
world-famous sports brands in addition to the Target Company’s original brand (“DESCENTE”), and
develops, manufactures and sells sporting goods that pursue quality and functionality. The Target
Company incorporated a local corporation that is responsible for the Target Company’s manufacturing
function in China in December 1994, and then, starting with the incorporation of a local corporation that
is responsible for the Target Company’s sales function in South Korea in November 2000 and the
incorporation of a local corporation that is responsible for the Target Company’s sales function in China
in November 2003, the Target Company is also expanding its business, including sales in South Korea
and China.
Based on the business alliance described above, ITOCHU and the Target Company have a collaborative
relationship whereby ITOCHU supports the Target Company to make progress in pursuing a foreign
expansion strategy and supports the Target Company’s logistics and production operations.
Furthermore, by making use of its global network, ITOCHU has contributed to the business growth of
the Target Company, such as by acting as a mediator between the Target Company and a partner of a
joint venture in China. As described below, the Target Company experienced significant financial
difficulties twice in the past, and ITOCHU supported the Target Company through the dispatch of
officers, the provision of business cooperation, etc.
The first financial difficulty occurred in 1984, when the Target Company fell into financial difficulty due
to an overstock of golf apparel with the brand name “Munsingwear”. Mr. Keiichi Ishimoto, the then
President and Representative Director, (the father of Mr. Masatoshi Ishimoto, the current President and
Representative Director of the Target Company) requested ITOCHU, which was a major business
partner, to provide support. ITOCHU hastily dispatched its officers, and in the following year,
dispatched Mr. Yozo Iida from ITOCHU’s then Textile Division (the current Textile Company), and
ITOCHU, together with Mr. Iida’s efforts, contributed to turning around the operating results of the
Target Company.
The second financial difficulty occurred in 1998 due to the termination of a license agreement between
the Target Company and adidas, a global sporting goods manufacturer, as a result of the incorporation of
a Japanese subsidiary of adidas (now adidas Japan K.K.). Before such termination, the Target
Company had licenses to develop and sell adidas products in Japan; however, due to the termination, the
Target Company exited from the “adidas” brand business (the total sales of which were JPY39.3 billion
(rounded up or down to the nearest JPY100 million), representing approximately 40% of the Target
Company’s sales for the fiscal year ended March 31, 1998), while the ITOCHU Group continued to
dispatch its officers and enhanced its cooperation with the Target Company in the business value chain,
including the procurement of raw materials, product planning, manufacturing and sales, and has
endeavored to expand the business of the Target Company.
Since ITOCHU’s equity participation in the Target Company in 1971, ITOCHU has deepened its
relationship with the Target Company by strengthening the equity relationship, specifically, through
becoming the largest shareholder in the 1980s, and ITOCHU held 8,768,000 Target Company Shares
(representing 11.40% of the total number of issued shares, or 11.55 % of the total number of voting
rights of all shareholders as of the end of March 2000) in May 2000. ITOCHU resolved at a meeting of
its Board of Directors that was held on January 31, 2008 to strengthen its business and equity relationship
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and to further develop the Target Company and ITOCHU. After that, ITOCHU acquired further Target
Company Shares through both market and off-market transactions, bringing the number of Target
Company Shares held by ITOCHU to 14,987,000 (representing 19.48% of the total number of issued
shares, or 20.01% of the total number of voting rights of all shareholders as of the end of March 2008) as
of May 2008, compared to 11,787,000 (representing 15.32% of the total number of issued shares, or
15.74% of the total number of voting rights of all shareholders as of the end of September 2007) as of
January 31, 2008, and the Target Company became an affiliate of ITOCHU under the equity method.
Additionally, ITOCHU acquired 2,750,000 Target Company Shares (representing 3.57% of the total
number of issued shares) through both market and off-market transactions up to November 2009, and
thereafter, purchased additional Target Company Shares, including the acquisition of 1,168,000 Target
Company Shares (representing 1.52% of the total number of issued shares) in December 2009 through
an off-market transaction in order to promote various kinds of strategic measures, including the
promotion of foreign strategies and providing support for logistics and production, and to construct a
stronger partnership. As of the end of March 2010, ITOCHU owned 19,235,000 shares of the Target
Company Shares (representing 25.01% of the total number of issued shares and 25.67% of the total
voting rights of all shareholders as of the end of March 2010).
After Mr. Yozo Iida, who was dispatched from ITOCHU in 1985, assumed the office of President and

Representative Director of the Target Company in June 1994, persons who originated from ITOCHU
served as the Representative Director until June 2013, and during such period, ITOCHU and the Target
Company developed a trusting relationship. However, at the meeting of the Board of Directors of the
Target Company held on February 26, 2013, resolutions were adopted for the promotion of Mr.
Masatoshi Ishimoto (who was then a Director of the Board) to President, without giving any prior notice
to the Directors who had been dispatched from ITOCHU. Among the current Directors of the Target
Company, Mr. Masatoshi Ishimoto (the current President and Representative Director), Mr. Yoshikazu
Tanaka (the current Director and Senior Managing Executive Officer), Mr. Hisashi Mitsui (the current
Director and Managing Executive Officer), Mr. Hitoshi Haneda (the current Director and Managing
Executive Officer) and Mr. Kenichi Tsujimoto (the current Director and Managing Executive Officer)
have been serving as Directors since 2013.
Since Mr. Masatoshi Ishimoto assumed office as the President and Representative Director of the Target
Company in June 2013, the Directors of the Target Company who have been dispatched from ITOCHU
have been limited to the Chairman and Director, and part-time Directors, who do not have representative
authority, and more than five years have passed since the management team became mainly comprised
of Directors who originate from the Target Company. If the business results of the fiscal year ended
March 31, 2013, which was immediately prior to Mr. Masatoshi Ishimoto’s assumption of office as the
President and Representative Director, are compared to those of the fiscal year ended March 31, 2018,
which is the most recent fiscal year, on a consolidated basis: net sales have increased by approximately
1.5 times (for the fiscal year ended March 31, 2013: JPY91.9 billion; for the fiscal year ended March 31,
2018: JPY141.1 billion (figures have been rounded up or down to the nearest JPY100 million));
operating income has increased by approximately 1.8 times (for the fiscal year ended March 31, 2013:
JPY5.4 billion; for the fiscal year ended March 31, 2018: JPY9.6 billion (figures have been rounded up
or down to the nearest JPY100 million)); and ordinary income has increased by approximately 1.7 times
(for the fiscal year ended March 31, 2013: JPY5.6 billion; for the fiscal year ended March 31, 2018:
JPY9.7 billion (figures have been rounded up or down to the nearest JPY100 million)). This shows that
a certain level of business results has been achieved by the Target Company; on the other hand, these
results are largely dependent upon the increase in revenue of the South Korea business from the fiscal
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year ended March 31, 2013 to the fiscal year ended March 31, 2016 (according to statements in past
Securities Reports filed by the Target Company, the net sales of DESCENTE KOREA LTD.
(“DESCENTE KOREA”), which is mainly in charge of the South Korea business as a consolidated
subsidiary of the Target Company, increased from JPY29.1 billion (rounded up or down to the nearest
JPY100 million) for FY2012 to JPY69.4 billion (rounded up or down to the nearest JPY100 million) for
FY2015, ordinary income increased from JPY3.7 billion (rounded up or down to the nearest JPY100
million) for FY2012 to JPY9 billion (rounded up or down to the nearest JPY100 million) for FY2015),
and it is believed that such revenue increase was realized due to the competence of Mr. Gyonghe Kim,
the President of DESCENTE KOREA. Therefore, ITOCHU and a part-time Director dispatched from
ITOCHU raised issues regarding the Target Company’s business strategy, stating that the Target
Company should pursue revenue increases in Japan and other regions (especially China) instead of
excessively expecting the growth of the South Korea business, which had been achieving sufficient
growth until the fiscal year ended March 31, 2016, and demanded that the Target Company reconsider its
business policy. However, the Target Company has yet to demonstrate that it has the intention to
sincerely consider such demand, the degree of cooperation with the ITOCHU Group in relation to the
business has decreased, and only minimal information is shared with the part-time Director dispatched
from ITOCHU for him to provide his opinion as a Director at meetings of the Board of Directors.
Under these circumstances, in June 2018, ITOCHU once again raised issues with respect to the Target
Company’s business strategy and strongly demanded that the Target Company reconsider its policy,
examine measures to improve the situation and implement such measures as it was unavoidable for
ITOCHU to conclude that the risk that the corporate value of the Target Company would be impaired
had increased due to a deterioration of the business results forecast, which was caused by the sluggish
market conditions for the South Korea business under circumstances where the business results of the
Target Company were excessively dependent upon the South Korea business, as detailed in “(i) Not
achieving the targets in the Medium Term Management Plan (Compass 2018) and excessive dependence
on the South Korea business” below; however, the management of the Target Company did not
demonstrate any intention to sincerely consider these issues. Therefore, ITOCHU, Etc., purchased
additional Target Company Shares from July to October 2018, with the hope that the management of the
Target Company would become aware of the risks and sincerely respond to the points indicated by
ITOCHU. Specifically, up to today, ITOCHU acquired 769,300 shares through an off-market
transaction in July 2018 to bring its shareholding to 20,004,300 shares (representing 26.56% of the total
voting rights of all shareholders as of the end of March 2018), 1,300,000 shares through an off-market
transaction in August 2018 to bring its shareholding to 21,304,300 shares (representing 28.28% of the
total voting rights of all shareholders as of the end of March 2018) and 1,650,000 shares through both
market and off-market transactions in October 2018 to bring its shareholding to 22,954,300 shares
(representing 30.46% of the total voting rights of all shareholders as of the end of September 2018).
However, the management of the Target Company has not responded clearly to the points indicated by
ITOCHU. In addition, as stated below, the proposal with respect to the execution of a comprehensive
business alliance agreement with Wacoal Holdings Corp. (“Wacoal”) was brought before the meeting of
the Board of Directors of the Target Company on August 30, 2018 as an emergency motion without any
prior communication with or explanation to the part-time Director of the Target Company who had been
dispatched from ITOCHU, which shows that ITOCHU, Etc., no longer has a relationship with the Target
Company to have constructive discussions with respect to the growth strategy and measures of the Target
Company.
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ITOCHU, Etc., believes that the Target Company currently has the management issues listed below
and has significant concerns about the management structure of the Target Company.
(i) Not achieving the targets in the Medium Term Management Plan (Compass 2018) and excessive
dependence on the South Korea business
In “Compass 2018” (the “Target Company’s Medium Term Management Plan”), the medium-term
plan for the three-year period from the fiscal year ended March 31, 2017 to the fiscal year ending
March 31 2019, which was disclosed on May 10, 2016, the Target Company set forth JPY170
billion in consolidated net sales, JPY14 billion in consolidated ordinary income and JPY10 billion
in consolidated profit attributable to owners of parent as the group’s numerical targets for the fiscal
year ending March 31, 2019, and in “VISION 2020,” which is management’s goal for FY2020 (the
fiscal year ending March 31, 2021), the Target Company set forth JPY200 billion in consolidated
net sales and JPY16 billion in consolidated ordinary income as the group’s numerical targets for
FY2020 .
However, according to the Securities Report for the 61st Fiscal Year (from April 1, 2017 to March
31, 2018), which was filed by the Target Company on June 21, 2018, the Target Company thought
that achievement of the numerical targets in the Target Company’s Medium Term Management
Plan had become difficult due to the sluggish market conditions in the South Korea business since
the fiscal year ended March 31, 2017, which was the first fiscal year of the Target Company’s
Medium Term Management Plan, and they downwardly revised the consolidated business results
forecast and numerical targets for the current fiscal year (the fiscal year ending March 31, 2019),
which is the last fiscal year of the Target Company’s Medium Term Management Plan, to JPY148
billion in the consolidated net sales, JPY10 billion in the consolidated ordinary income and JPY6.5
billion in the consolidated profit attributable to owners of parent; based on these facts, ITOCHU,
Etc., has doubts about whether the group’s numerical targets for FY2020 set forth in “VISION
2020” can be achieved under the current management of the Target Company.
Based on their analysis, ITOCHU, Etc., determined that the results of the Target Company are
excessively dependent upon the South Korea business and that the increase in consolidated net
sales and consolidated ordinary income for these five years was largely attributable to the growth of
the South Korea business (The net sales of DESCENTE KOREA increased from JPY29.1 billion
(rounded to the nearest JPY100 million) for FY2012 to JPY72.5 billion (rounded to the nearest
JPY100 million) for FY2017, ordinary income increased from JPY3.7 billion (rounded to the
nearest JPY100 million) for FY2012 to JPY6.9 billion (rounded to the nearest JPY100 million) for
FY2017.). On the other hand, with respect to the Japan business, according to the regional
segment information as stated in past Securities Reports filed by the Target Company (information
on the amount of net sales, income or loss, assets, liabilities and other items for each reporting
segment), it appears that net sales and segment income have both increased for the recent five years
as the net sales and segment income for the Japan segment in the fiscal year ended March 31, 2013
were JPY60.6 billion (rounded to the nearest JPY100 million) and JPY1.9 billion (rounded to the
nearest JPY100 million), respectively, while the net sales and segment income for the Japan
segment in the fiscal year ended March 31, 2018 were 63.7 billion (rounded to the nearest JPY100
million) and JPY3.4 billion (rounded to the nearest JPY100 million), respectively. However,
these net sales include internal net sales and amounts transferred among segments (the “Internal
Transaction Volume”) (for the fiscal year ended March 31, 2013: JPY2.7 billion (rounded to the
nearest JPY100 million); for the fiscal year ended March 31, 2018: JPY5.0 billion (rounded to the
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nearest JPY100 million)) and the net sales to external customers in the Japan segment only
increased slightly (for the fiscal year ended March 31, 2013: JPY57.9 billion (rounded to the
nearest JPY100 million); for the fiscal year ended March 31, 2018: JPY58.7 billion (rounded to the
nearest JPY100 million)). Additionally, ITOCHU presumes that the Internal Transaction Volume
includes revenues from the royalties for trademark rights, etc., from overseas subsidiaries, which
belong to reporting segments other than the Japan segment and net product sales to such overseas
subsidiaries; therefore, the segment income in Japan based on transactions with external customers,
excluding such revenues from royalties and net product sales, is significantly less than the
aforementioned disclosed segment income and the results actually indicate a state closer to an
operational deficit.
With respect to the fact that the Target Company ultimately announced a consolidated results
forecast for the current fiscal year (the fiscal year ending March 31, 2019) that contained figures
falling below the numerical targets for the last fiscal year in the Target Company’s Medium Term
Management Plan, ITOCHU, Etc., believes that the Target Company’s excessive expectation for
the growth of the South Korea business, which had been achieving sufficient growth until the fiscal
year ended March 31, 2016, was itself a problem and found that a primary factor for not achieving
the numerical targets was the fact that the current management of the Target Company had not
sincerely considered the points indicated by ITOCHU and the Director who had been dispatched
from ITOCHU, which were that the Target Company should pursue a revenue increase in Japan
and other areas (especially in China) instead of excessively expecting the growth of the South
Korea business, and they did not sufficiently deal with these points. Although ITOCHU and the
Director who had been dispatched from ITOCHU repeatedly raised these issues to the Target
Company and recommended that the Target Company should consider measures to improve the
situation and implement such measures, the Target Company did not demonstrate an intention to
sincerely consider such issues.
In circumstances where a revenue increase is also expected in business areas other than South
Korea due to the expansion of the sportswear market toward the 2020 Summer Olympics in Tokyo
and the 2022 Winter Olympics in Beijing, ITOCHU, Etc., has demanded that the management of
the Target Company show (i) its measures to improve the situation where the results are not
expected to meet the numerical targets in the Target Company’s Medium Term Management Plan
and (ii) a new and rapid growth strategy toward or beyond FY2020; however, the Target Company
has yet to respond clearly thereto.
(ii) Weakness of Corporate Governance System
Under the circumstances where the management of the Target Company has not made any clear
response with respect to specific action plans responding to the situation where the results are not
expected to achieve the numerical targets in the Target Company’s Medium Term Management
Plan as stated in “(i) Not achieving the targets in the Medium Term Management Plan (Compass
2018) and excessive dependence on the South Korea business” above, and a growth strategy
without excessive dependence on the South Korea business, the Target Company decided to
execute a comprehensive business alliance agreement with Wacoal and made an announcement
with respect thereto on August 30, 2018. The Target Company had adopted a practice in which
prior to each meeting of the Board of Directors, an explanation was provided to the Director of the
Target Company dispatched from ITOCHU and Director who originated from ITOCHU, with
respect to the proposals to be brought before, and matters to be reported at, each meeting of the
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Board of Directors, and, with respect to the meeting of the Target Company’s Board of Directors
held on the same date, such explanation was provided prior to the meeting for the matters to be
reported at such meeting. However, with respect to such prior explanation, no explanation was
provided for the execution of such agreement and not even a mention was provided to imply the
possibility that the proposal with respect to the execution of such agreement would be brought
before the meeting. As above, although there were no rational reasons for not providing any prior
explanations only for the execution of such agreement, the execution of such agreement was
brought before the meeting of the Board of Directors of the Target Company held on the date of
resolution as an emergency motion without any prior explanation of the outline or review status
with respect thereto only to the Director of the Target Company who had been dispatched from
ITOCHU and the Director who originated from ITOCHU among the Directors of the Target
Company. Although the part-time Director who had been dispatched from ITOCHU as stated
above repeatedly pointed out that the discussion was not sufficient with respect to the execution of
such agreement and further discussion was required, the resolution was adopted without sufficient
deliberation by a majority vote, including the affirmative votes by two Outside Directors who
received explanation in advance on the proposal with respect to such business alliance, but
excluding the part-time Director dispatched from ITOCHU as stated above. ITOCHU believes that
the aforementioned method of managing the Target Company’s Board of Directors in which a
resolution is made in the manner in which constructive and active deliberation is not secured,
impedes the Board of Directors from being able to appropriately perform its roles and
responsibilities, and that it is a material problem in terms of corporate governance. Although all
Corporate Auditors (three persons) of the Target Company attended the aforementioned meeting of
the Board of Directors, they went along with such inappropriate management, etc., of the Board of
Directors without providing any objection.
In addition, ITOCHU and the Director dispatched from ITOCHU have been making efforts to
enhance the corporate value of the Target Company by (x) specifically indicating the points and
raising issues to the current management and Corporate Auditors of the Target Company about the
doubts arising with respect to the Target Company’s governance, including the fact that (i) as stated
above, no prior explanation was provided to the Director of the Target Company who had been
dispatched from ITOCHU and the Director who originated from ITOCHU when the
comprehensive business alliance agreement was executed with Wacoal, (ii) the Directors in charge,
and Corporate Auditors of the Target Company, inappropriately and insincerely dealt with the
request for the inspection and copying of the shareholder register of the Target Company, which
was conducted by ITOCHU pursuant to Article 125, Paragraph 2 of the Companies Act (the Act
No. 86 of 2005, as amended; hereinafter the same shall apply) on November 6, 2018 and (iii) there
is a possibility that the content of constructive dialogue between the Target Company and its
shareholders was leaked, and, thereafter, (y) repeatedly requesting the Target Company to
investigate relevant facts and (z) taking other measures. However, despite the specific issues
raised and points indicated by the Target Company’s shareholders and the part-time Director, the
current management and Corporate Auditors of the Target Company always made abstract
responses without providing specific grounds, and there was not an attitude to sincerely consider
such raised issues and points, and take measures to enhance the corporate value of the Target
Company. ITOCHU has misgivings about the attitude of the Target Company’s current
management and Corporate Auditors whose intention seems to treat lightly the shareholders and
the part-time Director, which seems to go against the recent trend of listed companies that place
strong focus on corporate governance, and impedes the enhancement of the Target Company’s
corporate value.
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ITOCHU, Etc., believes that such situation means that the management/supervisory functions of
the Board of Directors have already ceased to function and further indicates that the audit function
of the Corporate Auditors, who are in a position to properly audit the execution of the duties of
Directors, has been dysfunctional and it is a material problem in light of corporate governance.
(iii) Possibility of the Current Management’s Disregarding Employees
Around the middle of November 2018, ITOCHU was informed that Mr. Masatoshi Ishimoto (“Mr.
Ishimoto”), who is the President and Representative Director of the Target Company, was
discussing matters regarding the privatization (the “Privatization”) of the Target Company with a
certain investment fund (the “Fund”). Since the Fund took the stance that the support of ITOCHU
is indispensable for the Privatization, ITOCHU was explained by the Fund on details of the
Privatization. In substance, the Privatization was a scheme where an entity belonging to the Fund
implements the Privatization upon borrowing a large amount of funds from an external source, and
ultimately, the Target Company would bear a large amount of debts as a result of the merger
between such entity and the Target Company, which means that by the Privatization, the employees
of the Target Company, who are currently in the position of employees belonging to a listed
company in good standing, will be changed to employees belonging to a private company, the
financial status of which would be extremely unstable. ITOCHU, which held the view that the
existence of the excellent employees of the Target Company to be the source of the enhancement of
the Target Company’s corporate value, reached a conclusion that the Privatization would
substantially lower the motivation of the employees of the Target Company and as a result, the
Target Company’s corporate value would substantially decrease. Therefore, ITOCHU objected to
the Privatization. The Privatization is based on the assumption that the current management by
the Target Company, including Mr. Ishimoto, continues to operate the Target Company. ITOCHU
holds the view that the Privatization is likely a scheme that the current management may protect
themselves and disregard the employees of the Target Company.
ITOCHU formally notified the Fund on January 30, 2019 to the effect that it objected to the
Privatization.
In the textile industry, which ITOCHU develops businesses that cater to a diverse range of needs
by doing everything from proposing materials and planning products through to sewing and
distributing garments in the textile industry, believes that the situation of the Target Company as
explained from (i) through (iii) above could decrease the corporate value of the Target Company,
one of its important affiliates, and that ITOCHU is required and has responsibility to solve at an
early stage such situation. From such perspective, it is urgent business and the responsibility of
ITOCHU as the largest shareholder to restructure and strengthen the corporate governance
including, among others, the reconsideration of the Directors of the Target Company.
ITOCHU decided that, in order to break away from the present situation and further enhance the
Target Company’s corporate value, it is urgent business to further strengthen the capital relationship
between ITOCHU, Etc., and the Target Company, reform the management structure and restructure
the existing corporate governance system to make it sound, and construct a relationship whereby
ITOCHU and the Target Company can constructively discuss the Target Company’s growth
strategy and measures. As stated above, at this point, ITOCHU does not intend to acquire a
majority of the voting rights of the Target Company, together with those to be held by the Tender
Offeror, in order to make the Target Company a subsidiary.
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(3)

Management Policy after the Completion of the Tender Offer
In order to reform the management structure and restructure the existing corporate governance system to
make it sound for further enhancement of the Target Company’s corporate value, and construct a
relationship whereby ITOCHU and the Target Company can constructively discuss the Target
Company’s growth strategy and measures, ITOCHU, Etc., believes that it is necessary to promote
competent, next-generation personnel from the Target Company and substantially reform the structure of
the Board of Directors, including Outside Directors.
With respect to the Target Company’s management structure, ITOCHU, Etc., considers it desirable to
establish a management structure that is balanced from a functional perspective in order to promote rapid
decision-making as well as to fulfill checking and supervisory functions through decreasing the number
of Directors from ten, the current number, to approximately six, as the core of its policy, and to newly
appoint two persons as Directors from among the personnel of the Target Company, dispatch two persons
from ITOCHU as Directors (one of whom is to be a full-time Director) and appoint as Outside Directors
two persons who are independent from both ITOCHU, Etc., and the Target Company. ITOCHU, Etc.,
plans to have discussions with the Target Company after the completion of the Tender Offer, and if the
discussions with the Target Company do not result in any agreement, it is possible for ITOCHU, Etc., to
submit to the Ordinary General Meeting of Shareholders a proposal with respect to the appointment of
Directors of the Target Company, etc. (the “Shareholder Proposal”), taking into consideration the results
of the Tender Offer. The detailed selection of the personnel is planned to be determined after the Tender
Offer, taking into consideration the results of the discussions with the Target Company.
As of today, the outline of the measures which ITOCHU, Etc., believes that it can realize under a new
cooperative relationship with the management of the Target Company is as follows. As stated above,
since ITOCHU, Etc., did not have any prior discussion with the Target Company with respect to the
Tender Offer, and the information which is shared with the Director who have been dispatched from
ITOCHU is limited to the minimum, the information on the Target Company which ITOCHU, Etc., can
acquire at this point of time is limited. Therefore, ITOCHU, Etc., plan to implement the measures after
the reform of the management structure and upon sufficient discussions with the management of the
Target Company with respect to the details of such measures, including time and method thereof.
A

Rebuilding of the Japan business

ITOCHU will implement an organizational reform to create an environment in which talented
employees of the Target Company can play more active roles.
(i) Improvement of marketing operations through organizational reform


Reviewing of work sharing and streamlining operations in the marketing and product
planning through organizational reform between the Target Company and DESCENTE
JAPAN LTD. (a wholly-owned subsidiary of the Target Company)

(ii) Conversion from the current business model mainly consisting of wholesaling centering on
sports chain stores and department stores


Further expansion of sales channels, including those to multi-brand stores, SPA, etc.
through the network of ITOCHU.



Increasing of revenues through the increase instrengthening/expanding the number of
directly managed stores, including self-managed stores and EC (electronic commerce),
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and streamlining management through thorough inventory management


Taking market shares from competing competitors through enriching of item
assortment and pricing revision in directly managed stores

B

Strengthening of the business in foreign countries

ITOCHU will work on improving and increasing overseas revenues through providing support for
the development of overseas business by taking advantage of its status as a general trading company.
In particular, ITOCHU will absorb the growth in the China/Asia markets where ITOCHU can take
maximum advantage of its strengths, and aim at constructing a stable revenue base.
(i) Strengthening the China business by accelerating the development of the China market


Strengthening of winter sportswear sales which is expected to rapidly increase toward
the 2022 Winter Olympics in Beijing (ITOCHU, which has a production background
and has produced actual results with respect to winter sportswear for not less than 20
years, and the Target Company will cooperatively promote the product development for
the China market)



Strengthening the sourcing system by utilizing the ASEAN production base (investment
in and strategic business alliance with VINATEX, etc.) of ITOCHU, which has a global
network.

(ii) Sustainable growth of the South Korea business


Construction of an eco-friendly business model based on medium to long term
perspective by utilizing the value-chain centered on eco-friendly raw materials, etc.
which ITOCHU is actively promoting.

(4)

Measures to Ensure Transparency of Procedures for Additional Purchase of the Target Company Shares
through the Tender Offer
In order to ensure the transparency of the procedures for the additional purchase of the Target Company
Shares through the Tender Offer, ITOCHU, Etc. took the following measures in setting the terms of the
Tender Offer.
(i) Determination of Tender Offer Price with Appropriate Premium
As stated in “(1) Overview of the Tender Offer” above, after comprehensive consideration of the
recent stock price performance of the Target Company and market environments, etc., ITOCHU
Group has determined that, in order to give all of the shareholders of the Target Company who
desire to sell the Target Company Shares an appropriate opportunity to sell their Target Company
Shares, implementing the Tender Offer at a price which adds appropriate premiums to the most
recent market price will be the best method for ensuring transparency of the procedure for the
additional purchase of the Target Company Shares by ITOCHU Group and that gain the general
investors’ understanding. Therefore, for determining the tender offer price, etc. per Target
Company Share in the Tender Offer (the “Tender Offer Price”), ITOCHU, Etc. requested GCA
Corporation (“GCA”), a financial advisor as a third-party institution that is independent from
ITOCHU, Etc. and the Target Company, to evaluate the value of the Target Company Shares and
ITOCHU obtained the share valuation report from GCA as of January 30, 2019 (“Share Valuation
Report”). Based on the details and results of the calculation stated in the Share Valuation Report,
ITOCHU, Etc. took several factors into account comprehensively, such as the trend of the market
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price of the Target Company Shares, the premiums added to the tender offer prices in some
precedent tender offers conducted in the past by parties other than the issuer, and the estimate of
shares to be tendered in the Tender Offer, and the fact that it is relatively likely that it would be
necessary to propose a price which is persuasive to the Target Company and its shareholders
because ITOCHU, Etc. did not obtain the support of the management of the Target Company prior
to the Tender Offer. ITOCHU, Etc. then reached a conclusion that it is reasonable to propose a
price to which an appropriate premium had been added to the market price of the Target Company
Shares, and as of January 31, 2019, ITOCHU, Etc. ultimately decided that the Tender Offer Price
would be JPY 2,800 per share. For details of the calculation of the Tender Offer Price, please see
“(i) Basis of Calculation” and “(ii) Background of Calculation” of “(4) Background of Calculation
of Price for Purchase, Etc.” in “3. Outline of the Purchase, Etc.” below.
(ii) Determination of Tender Offer Period
While the shortest Tender Offer Period is stipulated to be twenty (20) business days by the relevant
laws and regulations, the Tender Offeror sets the Tender Offer Period to be thirty (30) business days.
By setting a relatively long Tender Offer Period, the Tender Offeror ensure that shareholders of
the Tender Offeror are provided a reasonable opportunity to decide on their participation in the
Tender Offer and further that persons other than shareholders of the Tender Offeror are provided
with an opportunity to participate in the purchase, etc., and thereby ensuring the transparency of the
additional purchase of the Target Company Shares by ITOCHU Group through the Tender Offer.
(5)

Plan for Additional Acquisition of the Target Company Shares
As stated in“(1) Overview of the Tender Offer” above, as of today, ITOCHU, Etc., determined that it is
desirable to purchase up to 40.00% of the Target Company Share in the ITOCHU Group. Therefore, if
the number of tendered shares is equal to the maximum number of shares to be purchased in the Tender
Offer and the shareholding percentage of the ITOCHU Group reaches 40.00%, ITOCHU, Etc., does not
plan, at this point in time, to additionally acquire share certificates, etc., of the Target Company after the
Tender Offer. On the other hand, if the number of tendered shares is less than the maximum number of
shares to be purchased in the Tender Offer and as a result, the shareholding percentage of the ITOCHU
Group does not reach 40.00%, ITOCHU, Etc. plans to additionally acquire the Target Company Shares
through market transactions or other means in light of market trends, etc. to the extent that the number of
purchased shares falls below the maximum number of shares to be purchased (until the shareholding
percentage of the ITOCHU Group reaches 40.00%) although it is possible that the policy will be changed
based on the results of the Tender Offer and the content of the opinion of the Target Company’s
shareholders regarding the policy of ITOCHU, Etc. and at this point in time, a specific policy to handle
this issue has not been determined.

(6)

Possibility of Delisting and Reasons Therefor
As of today, the Target Company Shares are listed on the First Section of the Tokyo Stock Exchange.
As the Target Company Shares are not intended to be delisted through the Tender Offer and they will
remain listed after completion of the Tender Offer, the Company has set the maximum number of shares
to be purchased (7,210,000 shares), and the number of the Target Company Shares which will be held by
the Tender Offeror after the Tender Offer will remain a maximum of 30,164,300 shares (shareholding
percentage: 40.00%). Therefore, the Target Company Shares will remain listed on the First Section of
the Tokyo Stock Exchange after the completion of the Tender Offer.
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(7)

Matters concerning Material Agreements Related to the Tender Offer between ITOCHU, Etc., and
Shareholders of the Target Company
N/A
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3. Outline of the Purchase, Etc.
(1) Outline of the Target Company
(1) Name
(2) Location
(3) Name and Title of
Representative
(4) Description of
Business Activities
(5) Capital
(6) Date of
Establishment
(7) Major
Shareholders and
Shareholding
Percentages (as of
September 30,
2018)

DESCENTE LTD.
1-11-3 Dogashiba, Tennoji-ku, Osaka
Masatoshi Ishimoto, President and Representative Director
Manufacture/sales of sportswear and articles related thereto
JPY3,846 million
March 18, 1949

ITOCHU Corporation
28.25%
UBS AG HONG KONG
4.60%
Nippon Life Insurance Company
4.29%
Sumitomo Mitsui Banking Corporation
2.80%
TEIJIN FRONTIER CO., LTD.
2.70%
The Master Trust Bank of Japan, Ltd. (Trust Account)
2.55%
THE DESCENTE AND ISHIMOTO MEMORIAL FOUNDATION FOR
THE PROMOTION OF SPORTS SCIENCE
2.19%
Kazuyuki Ishimoto
2.12%
TOYOBO STC CO., LTD.
2.11%
DESCENTE KYOUEIKAI
1.90%
(8) Relationship between the Listed Company and the Target Company
As of today, ITOCHU, which is the wholly-owning parent company of the
Capital Relationship
Tender Offeror, holds 22,954,300 Target Company Shares (shareholding
percentage: 30.44%) .
Among the directors of the Target Company, one director originated from
ITOCHU, which is the wholly-owning parent company of the Tender
Personnel Relationship
Offeror, and one director concurrently serves as executive officer of
ITOCHU.
There are transactions concerning the sales of merchandise, etc., between
Business Relationship ITOCHU, which is the wholly-owning parent company of the Tender
Offeror, and the Target Company group.
The Target Company is an affiliate accounted for by the equity method of
Status as Related Party
ITOCHU, the wholly owning parent company of the Tender Offeror.
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(2) Schedule, Etc.
(i) Schedule
Meeting of Board
of Directors

January 31, 2019 (Thursday)
January 31, 2019 (Thursday)

Date of Public Notice

Public disclosure will be made electronically, and a notice of such
disclosure will be published in the Nihon Keizai Shimbun.
EDINET
(electronic
disclosure
(http://disclosure.edinet-fsa.go.jp/)

Date of Filing of
the Tender Offer
Explanatory Statement

for

investors’

network):

January 31, 2019(Thursday)

(ii) Period for Purchase, Etc. at the time of filing
From January 31, 2019 (Thursday) through March 14, 2019 (Thursday) (30 business days)
(iii) Possible extension of the Tender Offer Period based on the Target Company’s request
N/A
(3) Price for Purchase, Etc.
JPY 2,800 per share of the Target Company’s Common Stock
(4) Background of Calculation of Price for Purchase, Etc.
(i) Basis of Calculation
For determining the Tender Offer Price, ITOCHU, Etc. requested GCA, a financial advisor as a thirdparty institution that is independent from ITOCHU, Etc. and the Target Company, to evaluate the value
of the Target Company Shares.With respect to the Target Company Shares, GCA conducted calculations
by performing an average market price analysis, a comparable company analysis and a discounted cash
flow analysis (the “DCF analysis”) and ITOCHU obtained the share valuation report from GCA as of
January 30, 2019. ITOCHU has not obtained an opinion concerning the fairness of the Tender Offer
Price (a fairness opinion) from GCA.
The range of the values per Target CompanyShare, which were analyzed by each of the above-mentioned
analysis methods, are as follows:
Average market price analysis:

JPY1,862 to JPY2,142

Comparable company analysis:

JPY 2,108 to JPY2,277

DCF analysis:

JPY 2,506 to JPY3,399

The average market price analysis, with the reference date on January 30, 2019, which is the business
day immediately preceding the date of resolution at the Board of Directors’ meeting of ITOCHU, Etc.
regarding the Tender Offer, showed that the value per Target Company Share was in the range of JPY
1,862 (rounded off to the nearest JPY1; hereinafter the same applies to calculation of the simple average
closing price of the market share value hereafter) to JPY 2,142, based on the following prices of the
Target Company Shares on the First Section of the Tokyo Stock Exchange: the simple average closing
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price for the past one (1) month to said date (from January 4, 2019 to January 30, 2019) (JPY 1,862) and
the simple average closing price for the past three (3) months to said date (from October 31, 2018 to
January 30, 2019) (JPY 2,142).
For the comparable company analysis, the value of the Target Company Shares was calculated by
comparing the market prices and financial indicators showing profitability, etc., of some listed companies
engaged in business similar to those that was conducted by the Target Company. This analysis showed
that the value per Target Company Share was in the range of JPY 2,108 to JPY 2,277.
For the DCF analysis, based on the knowledge held by ITOCHU, Etc. in respect of the business of the
Target Company, and based on various factors, such as the business plan of the Target Company for the
period from the fiscal year ending March 2020 through the fiscal year ending March 2024, which was
established by ITOCHU, Etc., by considering various factors, such as the trend of the Target Company’s
business results to date and publicly disclosed information, the corporate value and the share value of the
Target Company were calculated by analyzing the amount of the free cash flow that the Target Company
is expected to generate in and after the fiscal year ending March 2020, and then deriving the present
value of that amount using a certain discount rate. This analysis showed that the value per Target
Company Share was in the range of JPY 2,506 to JPY 3,399. The above-mentioned business plan
includes the synergies to be generated by the Tender Offer. Furthermore, in the financial projections
based on the business plan, fiscal years, in which a large increase or decrease in income is expected, are
not included.
Based on the details and results of the calculation stated in the Share Valuation Report, ITOCHU, Etc.
took several factors into account comprehensively, such as the trend of the market price of the Target
Company Shares, the premiums added to the tender offer prices in some precedent tender offers
conducted in the past by parties other than the issuer, and the estimate of shares to be tendered in the
Tender Offer, and the fact that it is relatively likely that it would be necessary to propose a price which is
persuasive to the Target Company and its shareholders because ITOCHU, Etc. did not obtain the support
of the management of the Target Company prior to the Tender Offer. ITOCHU, Etc. then reached a
conclusion that it is reasonable to propose a price to which an appropriate premium had been added to
the market price of the Target Company Shares, and as of January 31, 2019, ITOCHU, Etc. ultimately
decided that the Tender Offer Price would be JPY 2,800 per share.

The Tender Offer Price of JPY 2,800 represents (a) a premium of 49.65% (rounded to the second decimal
place; hereinafter the same applies to calculation of premiums) to JPY 1,871, which is the closing price
of the Target Company Shares on the First Section of the Tokyo Stock Exchange on January 30, 2019,
which is the business day immediately preceding the announcement date of the Tender Offer; (b) a
premium of 49.17% to JPY 1,877, which is the simple average closing price of the Target Company
Shares for the past one (1) week to said date (from January 24, 2019 to January 30, 2019); (c) a premium
of 50.38% to JPY 1,862, which is the simple average closing price of the Target Company Shares for the
past one (1) month to said date (from January 4, 2019 to January 30, 2019); (d) a premium of 30.72% to
JPY 2,142, which is the simple average closing price of the Target Company Shares for the past three (3)
months to said date (from October 31, 2018 to January 30, 2019); and (e) a premium of 27.45% to JPY
2,197, which is the simple average closing price of the Target Company Shares for the past six (6)
months to said date (from July 31, 2018 to January 30, 2019).
The Company ITOCHU acquired 769,300 Target Company Shares (representing 1.00% of the total
number of issued shares) through an off-market transaction in July 2018 for JPY 1,975 per share
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(rounded off to the nearest JPY1), and acquired 1,300,000 shares (representing 1.69% of the total number
of issued shares) through an off-market transaction in August 2018 for JPY 1,944 per share. In October
2018, the Company acquired 88,400 Target Company Shares (representing 0.11% of the total number of
issued shares) through a market purchase (Note) and acquired 1,561,600 Target Company Shares
(representing 2.03% of the total number of issued shares) through an off-market transaction for JPY
2,411 per share. The acquisition prices in the above-mentioned transactions were determined upon
agreement among the parties based on the market value as of the acquisition, and therefore, unlike the
Tender Offer, in which premiums were added to the market price, the acquisition prices of the off-market
transaction in July 2018, August 2018, and October 2018 were lower than that in the Tender Offer by
JPY 825, JPY 856 and JPY 389 respectively.
(Note)

The Company purchased the Target Company Shares by way of market transactions at the
market price at the time; provided that such market transactions were conducted by way of
auction at the First Section of the Tokyo Stock Exchange, and, premiums were not added
unlike the Tender Offer.

(ii) Background of Calculation
(Background to the determination of the Tender Offer Price)
As stated in “2. Purpose of the Purchase, Etc.” above, ITOCHU continued purchase of additional Target
Company Shares several times in July, August and October 2018, expecting that the Target Company
would faithfully address the matters pointed out by ITOCHU in response to the deterioration of the
business results forecast of the Target Company or the increase in the risk that the corporate value of the
Target Company would be impaired. However, the management of the Target Company did not
respond clearly to the points indicated by ITOCHU, and ITOCHU, Etc., no longer had the relationship
with the Target Company to constructively discuss with each other on the growth strategy and measures
of the Target Company.
Based on such circumtances, ITOCHU decided that, in order to further enhance the Target Company’s
corporate value, it is necessary to further strengthen the capital relationship between the ITOCHU Group
and the Target Company, reform the management structure and restructure the existing corporate
governance system to make it sound, and construct a relationship whereby the ITOCHU Group and the
Target Company can constructively discuss the Target Company’s growth strategy and measures, and
thefore, in early December 2018, ITOCHU started considering the details of the Tender Offer.
Based on the policy of the current management of the Target Company and their actions up to date, and
considering the possibility of the leakage of information concerning the Tender Offer, ITOCHU, Etc.
decided not to discuss with the Target Company prior to the Tender Offer, the implementation thereof.
ITOCHU, Etc. considered possible measures that may be realized under the constructive cooperative
relationship with the Target Company after the Tender Offer and reached a conclusion that it is possible
to enhance the medium to long term corporate value of the Target Company by promoting such
measures. Therefore, ITOCHU, Etc. has determined, by the resolution of the meeting of the Board of
Directors of ITOCHU, Etc. held today, to implement the Tender Offer and to set the Tender Offer Price
as JPY 2,800.
a
Obtaining the Share Valuation Report from a Third-party Institution
In determining the Tender Offer Price, ITOCHU, Etc. requested GCA, a financial advisor as a
third-party institution independent from ITOCHU, Etc. and the Target Company, to evaluate the
share of the Target Company, and ITOCHU, Etc. obtained the Share Valuation Report from GCA
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as of January 30, 2019. GCA is not a related party to ITOCHU, Etc. and has no material interest
to be stated in relation to the Tender Offer.
b
Outline of Advice from Nomura Securities
According to the Share Valuation Report, analysis methods that were implemented and the ranges
of the value per Target Company Share calculated based on said implemented analysis method
are as follows:
Average market price analysis: JPY 1,862 to JPY 2,142
Comparable company analysis: JPY 2,108 to JPY 2,277
DCF analysis: JPY 2,506 to JPY 3,399
c
Background to Determination of the Tender Offer Price Based on the Advice
Based on the details and results of the calculation stated in the Share Valuation Report, ITOCHU,
Etc. took several factors into account comprehensively, such as the trend of the market price of the
Target Company Shares, the premiums added to the tender offer prices in some precedent tender
offers conducted in the past by a party other than the issuer, the estimate of shares to be tendered
in the Tender Offer, and the fact that it is relatively likely that it would be necessary to propose a
price which is persuasive to the Target Company and its shareholders because ITOCHU, Etc. did
not obtain the support of the management of the Target Company prior to the Tender Offer.
ITOCHU, Etc. then reached a conclusion that it is reasonable to propose a price to which an
appropriate premium had been added to the market price of the Target Company Shares, and as of
today, ITOCHU, Etc. ultimately decided that the Tender Offer Price would be JPY 2,800 per
share .
(iii) Relationship with Valuation Institution
GCA, a financial advisor of ITOCHU, Etc., is not a related party to ITOCHU, Etc. and the Target
Company, and has no material interest to be stated in relation to the Tender Offer.
(5)

Number of Share Certificates, Etc., to be Purchased
Number of shares to be
purchased

Minimum number of shares to
be purchased

Maximum number of shares to be
purchased

7,210,000 (shares)

－ (shares)

7,210,000 (shares)

(Note 1)

If the total number of the Tendered Share Certificates, Etc. is the maximum number of shares to
be purchased (7,210,000 shares) or less, all of the Tendered Share Certificates will be purchased.
If the total number of the Tendered Share Certificates, Etc. exceeds the maximum number of
shares to be purchased (7,210,000 shares), all or part of that excess number of shares will not be
purchased; and delivery and other settlement procedures with respect to the purchase of share
certificates, etc., will be handled on a pro rata basis as provided in Article 27-13, Paragraph 5 of
the Act and Article 32 of the TOB Ordinance.

(Note 2)

Shares constituting less than a unit will also be subject to purchase through the Tender Offer.
The Target Company may purchase its own shares in accordance with procedures stipulated in
the law during the tender offer period for purchasing and engaging in other related activities in
the Tender Offer (the “Tender Offer Period”) from any shareholder who exercises the right to
require the Target Company to purchase shares constituting less than a unit under the
Companies Act .

(Note 3)

The Tender Offeror does not intend to acquire, through the Tender Offer, any treasury shares
held by the Target Company.
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(6)

Change of Ownership Percentage of Share Certificates, Etc., after the Purchase, Etc.

Number
of
Voting
Rights
Represented by Share Certificates,
Etc., Owned by Tender Offeror prior
to the Tender Offer, Etc.

(Ownership Percentage of Share
－ units Certificates, Etc., prior to Tender
Offer, Etc. － %)

Number
of
Voting
Rights
Represented by Share Certificates,
Etc., Owned by Special Related
Parties prior to the Tender Offer,
Etc.

(Ownership Percentage of Share
229,543 units Certificates, Etc., prior to Tender
Offer, Etc. 30.44%)

Number
of
Voting
Rights
Represented by Share Certificates,
Etc., Owned by Tender Offeror after
the Tender Offer, Etc.

(Ownership Percentage of Share
72,100 units Certificates, Etc., after Tender
Offer, Etc. 9.56%)

Number
of
Voting
Rights
Represented by Share Certificates,
Etc., Owned by Special Related
Parties after the Tender Offer, Etc.

(Ownership Percentage of Share
229,543 units Certificates, Etc., after Tender
Offer, Etc. 30.44%)

Number of Voting Rights of All
Shareholders, Etc. of the Target
Company

753,665 units

(Note 1)

The “Number of Voting Rights Represented by Share Certificates, Etc., Owned by Special
Related Parties prior to the Tender Offer, Etc.” and the “Number of Voting Rights Represented by
Share Certificates, Etc., Owned by Special Related Parties after the Tender Offer, Etc.” are the
total numbers of the voting rights represented by the share certificates, etc., held by each of the
special related parties (however, out of the special related parties, the parties who are excluded
from the special related parties, pursuant to Article 3, Paragraph 2, Item 1 of the TOB Ordinance,
in calculating the ownership percentage of share certificates, etc. pursuant to each of the Items of
Article 27-2, Paragraph 1 of the Act, are excluded).

(Note 2)

The “Total Number of Voting Rights of All Shareholders, Etc. of the Target Company”
represents the total number of voting rights of all shareholders of the Target Company as of
September 30, 2018, as described in the Target Company’s 62nd Business Period Second
Quarterly Report (described on the basis that 1 unit is 100 shares). However, as shares
constituting less than a unit are also subject to the Tender Offer, in calculating the “Ownership
Percentage of Share Certificates, Etc., prior to Tender Offer, Etc.” and “Ownership Percentage
of Share Certificates, Etc., after Tender Offer, Etc.,” “Number of Voting Rights of All
Shareholders of the Target Company”) is made 754,084 by adding thereto the number of voting
rights represented by shares constituting less than a unit (419 voting rights corresponding to the
number of shares (41,909 shares) obtained by deducting (i) the number of treasury shares
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constituting less than a unit held by the Target Company as of September 30, 2018 (67 shares)
from (ii) the number of shares constituting less than a unit of the Target Company as of
September 30, 2018 (41,976 shares) described in the Target Company’s 62nd Business Period
Second Quarterly Report).
(Note 3)

The “ Ownership Percentage of Share Certificates, Etc., prior to Tender Offer, Etc.” and the
“Ownership Percentage of Share Certificates, Etc., after Tender Offer, Etc.” are rounded to two
decimal places.

(7) Purchase Price

JPY 20,188 million

(8) Method of Settlement
(i) Name and Address of the Head Office of the Financial Instruments Business Operators / Banks in
Charge of Settlement for Purchase, Etc.
Nomura Securities Co., Ltd.
1-9-1, Nihonbashi, Chuo-ku, Tokyo
(ii) Settlement Commencement Date
March 22, 2019 (Friday)
(iii) Method of Settlement
A notice of purchase by way of the tender offer will be mailed (by post) to the address of each of the
Tendering Shareholders, Etc. (or the standing proxy in the case of foreign shareholders) without delay
after the end of the Tender Offer Period.
Payment of the purchase price will be made in cash. The Tendering Shareholders, Etc. are entitled to
receive the purchase price for the shares under the tender offer without delay after the commencement
date of settlement in a manner designated by the Tendering Shareholders, Etc., such as remittance (a
remittance fee may be charged).
(iv) Method of Returning Share Certificates, Etc.
If all or part of the shares are not purchased in accordance with the terms described in “(i) Conditions set
forth in each Item of Article 27-13, Paragraph 4 of the Act and Details thereof” and “(ii) Conditions of
Withdrawal, Etc. of the Tender Offer, Details thereof and Method of Disclosure of Withdrawal, Etc.” of
“(9) Other Conditions and Methods of the Purchase, Etc.” below, the Tendered Share Certificates, Etc.
that are required to be returned will be returned to the Tendering Shareholders, Etc. promptly after two
(2) business days following the last day of the Tender Offer Period (the day of the withdrawal, etc. if the
tender offer is withdrawn, etc.) by restoring the record of the shares in the Tendering Shareholders’
Account to the state that existed immediately prior to the relevant tender (If the Tendering Shareholders,
Etc. wish their share certificates, etc., to be transferred to their accounts established with other financial
instruments business operators, they are asked to confirm with the head office or domestic branch office
of the Tender Offer Agent at which the relevant tender was accepted.).
(9)

Other Conditions and Methods of the Purchase, Etc.
(i) Conditions Set Forth in Each Item of Article 27-13, Paragraph 4 of the Act and Details Thereof
If the total number of the Tendered Share Certificates, Etc., is equal to or less than the maximum number
of shares to be purchased (7,210,000 shares), all the Tendered Share Certificates, Etc. will be purchased.

23

If the total number of the Tendered Share Certificates, Etc., exceeds the maximum number of shares to
be purchased (7,210,000 shares), all or part of that excess number of shares will not be purchased; and
delivery and other settlement procedures with respect to the purchase of share certificates, etc., will be
handled on a pro rata basis as provided in Article 27-13, Paragraph 5 of the Act and Article 32 of the
TOB Ordinance. (If any Tendered Share Certificate, Etc., contains fractional shares of less than one unit
(100 shares), the number of shares to be purchased that is calculated on a pro rata basis will be limited to
the number of shares contained in such Tendered Share Certificate, Etc.)
If the total number of shares to be purchased from each of the Tendering Shareholders, Etc., which is
obtained by rounding off amounts of less than one unit resulting from the calculation on a pro rata basis,
is less than the maximum number of shares to be purchased, one more unit of the Tendered Share
Certificates, Etc. (or up to the number of the Tendered Share Certificates, Etc., in the case where
purchasing one unit causes an excess of the number of the Tendered Share Certificates, Etc.) will be
purchased from each of the Tendering Shareholders, Etc., in descending order beginning with the one
who owns the largest number of rounded-down shares until the total number of shares purchased is equal
to or greater than the maximum number of shares to be purchased. However, if purchasing from all the
Tendering Shareholders, Etc., who own an equal number of rounded-down shares by this method, causes
an excess of the maximum number of shares to be purchased, a lottery system will be used to decide
from which shareholder the shares will be purchased among the relevant Tendering Shareholders, Etc.,
to the extent where the resultant total number of shares purchased is equal to or greater than the
maximum number of shares to be purchased.
If the total number of shares to be purchased from each of the Tendering Shareholders, Etc., which is
obtained by rounding off amounts of less than one unit resulting from the calculation on a pro rata basis,
exceeds the maximum number of shares to be purchased, one unit of shares (or a portion of shares of less
than one unit if the number of shares to be purchased that was calculated on a pro rata basis has such a
portion) will be decreased from the number of shares to be purchased from each of the Tendering
Shareholders, Etc., in descending order beginning with the one who owns the largest number of roundedup shares until the total number of shares to be purchased is equal to or greater than the maximum
number of shares to be purchased. However, if decreasing from all the Tendering Shareholders, Etc.,
who own an equal number of rounded-up shares causes the number to fall below the maximum number
of shares to be purchased, a lottery system will be used to decide from which shareholder the number of
shares to be purchased will be decreased among the relevant Tendering Shareholders, Etc., to the extent
where the resultant total number of shares purchased is equal to or greater than the maximum number of
shares to be purchased.
(ii) Conditions for Withdrawal, Etc., of the Tender Offer, Details thereof and Method of Disclosure of
Withdrawal, Etc.
The Tender Offer may be withdrawn upon the occurrence of any event listed in Article 14, Paragraph 1,
Items 1.1 through 1.9 and Items 1.12 through 1.19, Items 3.1 through 3.8 and Item 3.10, as well as
Article 14, Paragraph 2, Items 3 through 6 of the Enforcement Order. The Tender Offer may be
withdrawn for any case falling under the “matters equivalent to the matters listed in Items 1.1 through
1.18” set forth in Article 14, Paragraph 1, Item 1.19 of the Enforcement Order if (i) the organ which is
responsible for making decisions on the execution of operations of the Target Company has made a
decision to pay dividends of surplus with the record date being the day preceding the commencement
date of settlement for the Tender Offer (excluding dividends where the amount of cash and other assets
to be distributed to shareholders is expected to be less than the amount equivalent to 10% (JPY
1,639,200,000 (Note 2)) of the book value of the net assets stated in the non-consolidated balance sheet
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as of the last day of the most recent fiscal year of the Target Company) separately from the dividends of
surplus no larger than those of JPY 26 per share as of March 31, 2019 (Note 1) or (ii) the organ which is
responsible for making decisions on the execution of operations of the Target Company has made a
decision to repurchase its own shares (excluding stock repurchases where the amount of cash and other
assets to be distributed in exchange of the stock repurchase is expected to be less than the amount
equivalent to 10% (JPY 1,639,200,000 (Note 2)) of the book value of the net assets stated in the nonconsolidated balance sheet as of the last day of the most recent fiscal year of the Target Company).
With respect to Article 14, Paragraph 1, Item 3.10 of the Enforcement Order, the “matters equivalent to
the matters listed in Items 3.1 through 3.9” means (i) any case where it is found that there is a false
statement regarding a material matter, or an omission of a material matter required to be stated in the
statutory disclosure documents submitted by the Target Company in the past, and (ii)any case where any
of the events listed in Items 3.1 through 3.7 occurs with respect to any of the important subsidiaries of the
Target Company.
Should the Tender Offeror intend to withdraw the Tender Offer, it will give public notice thereof through
electronic disclosure and make an announcement with respect thereof in the Nihon Keizai Shimbun;
provided, however, that if it is difficult to give such notice within the Tender Offer Period, the Tender
Offeror will make an official announcement pursuant to Article 20 of the TOB Ordinance and give
public notice immediately thereafter.
(Note 1) According to the dividend forecasts described in “2. Dividends” of the “Consolidated
Financial Result of 2Q Fiscal year ending March 2019” as of December 30, 2018, the
estimated cash dividend per share as of the fiscal year ending March 31, 2019 is JPY 26.
(Note 2) For reference: If any dividends of surplus are paid with respect to which the amount of
cash and other assets to be distributed to shareholders is the amount equivalent to 10% of
the book value of the net assets stated in the non-consolidated balance sheet as of the last
day of the most recent fiscal year of the Target Company and it is assumed that the total
number of issued shares and the number of treasury shares of the Target Company as of
the record date with respect to such dividends are consistent with the numbers thereof
described herein, the amount of per-share dividend will be equivalent to JPY22
(specifically, this amount was calculated by dividing (x) JPY1,639,200,000, which is
equal to 10% of the amount of net assets (JPY16,392 million, calculated by cutting off the
digits below 1 million) stated in the non-consolidated balance sheet of the Target
Company as of March 31, 2018, as set forth in the Securities Report for the 61st Fiscal
Year filed by the Target Company on June 21, 2018, by (y) the number of the shares
(75,408,409 shares) as calculated by deducting the number of treasury shares (1,515,767
shares) owned by the Target Company as of September 30, 2018 from the total number of
issued shares of the Target Company (76,924,176 shares) as of September 30, 2018, as set
forth in the Target Company’s quarterly report for the 2nd quarter of the 62nd Fiscal Year,
and rounding up any fraction less than JPY1).
(iii) Conditions for Reduction of Price for the Purchase, Etc., Details Thereof and Method of Disclosure
for Reduction
Pursuant to Article 27-6, Paragraph 1, Item 1 of the Act, if the Target Company takes any action set forth
in Article 13, Paragraph 1 of the Enforcement Order during the Tender Offer Period, the Tender Offeror
may reduce the price for the purchase, etc. pursuant to the standards set forth in Article 19, Paragraph 1,
of the TOB Ordinance. Should the Tender Offeror intend to reduce the price for the purchase, etc., it will
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give public notice thereof through an electronic disclosure and make an announcement with respect
thereof in the Nihon Keizai Shimbun; provided, however, that if it is difficult to give such notice within
the Tender Offer Period, the Tender Offeror will make an official announcement pursuant to Article 20
of the TOB Ordinance and give public notice immediately thereafter. If the price for the purchase, etc., is
reduced, the Tender Offeror will also purchase the Tendered Share Certificates, Etc., tendered on or prior
to the date of such public notice at the reduced price for the purchase, etc.
(iv) Matters concerning the Right of Contract Cancellation of the Tendering Shareholders, Etc.
Tendering Shareholders, Etc. may cancel a contract related to the tender offer at any time during the
Tender Offer Period. In order to cancel the contract, Tendering Shareholders, Etc. must personally
deliver or mail (by post) a written request for the cancellation of the contract related to the tender offer
(the “Cancellation Documents”) to the head office or a branch office in Japan of the entity designated
below that received the application from such Tendering Shareholders, Etc., by 15:30 on the last day of
the Tender Offer Period. If cancellation is made by postal mail, the cancellation will not be effective
unless the Cancellation Documents are delivered by 15:30 on the last day of the Tender Offer Period.
A contract executed via the online service can be canceled either via the online service
(https://hometrade.nomura.co.jp/) or by personally delivering or mailing (by post) the Cancellation
Documents. To cancel a contract via the online service, Tendering Shareholders, Etc. must complete the
cancellation procedures in the manner prescribed on that website by 15:30 on the last day of the Tender
Offer Period. Tendering Shareholders, Etc. may not cancel via the online service the contract executed at
the office of the Tender Offer Agent they have an account with. To cancel a contract by personally
delivering or mailing (by post) the Cancellation Documents, Tendering Shareholders, Etc. must request
the form of the Cancellation Documents in advance from the office of the Tender Offer Agent they have
an account with and then personally deliver or mail (by post) the filled out form to such office by 15:30
on the last day of the Tender Offer Period. If cancellation is made by postal mail, the cancellation will
not be effective unless the Cancellation Documents are delivered by 15:30 on the last day of the Tender
Offer Period.
No compensation for damages or penalty payments will be demanded of any Tendering Shareholder,
Etc., by the Tender Offeror even if the Tendering Shareholder, Etc., cancel a contract. The cost of
returning the Tendered Share Certificates, Etc., will be borne by the Tender Offeror.
(v) Method of Disclosure if Terms of the Purchase, Etc. Are Changed
The Tendor Offeror may change the terms of the purchase, etc. during the Tender Offer Period, except in
cases where such change is prohibited by Article 27-6, Paragraph 1 of the Act and Article 13, Paragraph
2 of the Enforcement Order. Should any terms of the purchase, etc., be changed, the Tender Offeror will
give public notice thereof through electronic disclosure and make an announcement with respect thereof
in the Nihon Keizai Shimbun; provided, however, that if it is difficult to make such notice within the
Tender Offer Period, the Tender Offeror will make an official announcement pursuant to Article 20 of
the TOB Ordinance and give public notice immediately thereafter. Should any terms of the purchase, etc.,
be changed, the purchase, etc., of the Tendered Share Certificates, Etc., tendered on or prior to the date of
such public notice will also be made in accordance with the changed terms of the purchase, etc.
(vi) Method of Disclosure if Amendment Is Submitted
If the Tender Offeror submits an amendment to this Statement to the Director-General of the Kanto
Local Finance Bureau (except in the case prescribed in the proviso of Article 27-8, Paragraph 11 of the
Act), the Tender Offeror will, in respect of the details of such amendment, immediately make an official
announcement to the extent relevant to the contents of the public notice in respect of the Tender Offer
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pursuant to the method set forth in Article 20 of the TOB Ordinance. The Tender Offeror will also
immediately amend the explanatory statement and provide the amended explanatory statement to the
Tendering Shareholders, Etc., who received the original explanatory statement. However, if the extent of
the amendments is limited, the Tender Offeror will convey the changes to the Tendering Shareholders,
Etc., by way of preparing and delivering to the Tendering Shareholders, Etc., a document stating the
reason for the amendments, the matters amended and the details thereof.
(vii)
Method of Disclosure of Results of the Tender Offer
The Tender Offeror will announce the results of the Tender Offer in accordance with the methods
stipulated in Article 9-4 of the Enforcement Order and Article 30-2 of the TOB Ordinance on the day
following the last day of the Tender Offer Period.
(10) Date of Public Notice
January 31, 2019 (Thursday)
(11) Tender Offer Agent
Nomura Securities Co., Ltd. 1-9-1 Nihonbashi, Chuo-ku, Tokyo
4. Policies After the Tender Offer and Future Outlook
(1) Policies After the Tender Offer, Etc.
With respect to the policies after the Tender Offer, etc., please refer to the above mentioned “(2)
Background to and Reason of the Company’s Decision to Implement the Tender Offer” of “2. Purpose of
the Purchase, Etc.”
(2) Forecast of Impact on Business Results
The impact of the Tender Offer on ITOCHU’s consolidate business results in the fiscal year ending
March 31, 2019, will be limited and there will be no change in the JPY500 billion of forecasted “Net
profit attributable to ITOCHU.”
5. Other Information
(1) Agreements between the Tender Offeror and the Target Company or its Officers, and Details Thereof
N/A. Since the Tender Offer provides all of the shareholders of the Target Company with an appropriate
opportunity to sell their Target Company Shares, ITOCHU, Etc. expects the Target Company to support the
Tender Offer, by re-acknowledging the importance of constructive dialogue with shareholders and not
unreasonably restricting the opportunity to sell listing shares based on each investor’ judgement.
(2) Other Information Deemed Necessary for Investors to Determine Whether to Tender Their Shares in the
Tender Offer
N/A
End
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[Solicitation restrictions]
This press release is intended to publicly announce the Tender Offer to the general public and was not
prepared for the purpose of soliciting the sale of share certificates and other securities. In applying for the
sale of share certificates and other securities, each shareholder is requested to make his/her own judgment to
do so, after in any event reading the Tender Offer Explanatory Statement concerning the Tender Offer. This
press release does not fall under or constitute any part of, application or solicitation for the sale of, or
solicitation of application for the purchase of, any securities. This press release (or any part thereof) or the
fact of its distribution should not be the basis of any agreement concerning the Tender Offer; nor should they
be relied upon in entering any agreement.
[Regulations of the United States]
The Tender Offer is to be conducted in accordance with the procedures and information disclosure standards
prescribed in the Financial Instruments and Exchange Act of Japan. However, such procedures and
standards are not necessarily the same as the procedures and information disclosure standards in the U.S. In
particular, Sections 13(e) and Section 14(d) of the U.S. Securities Exchange Act of 1934, as amended, (the
“U.S. Securities Exchange Act of 1934”), and the rules prescribed thereunder do not apply to the Tender Offer,
and the Tender Offer does not conform to such procedures and standards. All financial statements contained
in this Statement have been prepared in accordance with Japanese accounting standards and have not been
prepared in accordance with the accounting standards of the U.S. Therefore, the content of the financial
statements may not necessarily be comparable to those prepared in accordance with the accounting standards
of the U.S. Moreover, as the Tender Offeror is a corporation incorporated outside of the U.S. and its directors
are non-U.S. residents, it may be difficult to enforce any rights or requests arising under the U.S. federal
securities laws. In addition, shareholders may not be able to commence legal proceedings against such a
corporation incorporated outside the U.S., or any of such corporation’s directors, in a non-U.S. court on the
grounds of a violation of the U.S. securities laws. Furthermore, a corporation incorporated outside the
United States and its subsidiaries and affiliates may not necessarily be permitted to submit to the jurisdiction of
U.S. courts.
Unless otherwise provided, all procedures for the Tender Offer shall be conducted entirely in the Japanese
language. All or a portion of the documents relating to the Tender Offer is prepared in the English language.
However, should there be any inconsistency between any document written in English and that written in
Japanese, the Japanese document shall prevail.
The Tender Offeror and its affiliates, and affiliates of the financial advisors to the Tender Offeror may, within
their ordinary course of business, and to the extent permitted under the related Japanese financial instruments
and exchange laws and regulations and other applicable laws and ordinances, purchase, or take actions to
purchase, common stock of the Target Company for themselves or for their customers’ accounts outside the
Tender Offer prior to the commencement of, or during, the Tender Offer Period in accordance with the
requirements of Rule 14e-5(b) under the U.S. Securities Exchange Act of 1934. If any information
concerning such purchase is disclosed in Japan, disclosure of such information will also be made in English on
the website of the person who has conducted such purchase.
[Future prospects]
The information in this document may contain forward-looking statements such as “predict,” “anticipate,”
“intend,” “plan,” “believe” and “expects” including those on the future business development of ITOCHU and
other corporations. Such expressions are based on ITOCHU’s current projections on future businesses and
may vary depending on the future business envirionment. With regard to the information of this document,
ITOCHU assumes no obligations to actualize such statements regarding future prospects that have been
employed to reflect actual operating results, various circumstances, changes to conditions and so on.
This Statement contains “forward-looking statements” as defined in Section 27A of the U.S. Securities Act of
1933, as amended and Section 21E of the U.S. Securities Exchange Act of 1934. Due to any known or
unknown risks, uncertainties, or any other factors, it is possible that actual results may substantially differ from
the projections, etc. as expressly or implicitly indicated in any “forward-looking statements.” Neither the
Tender Offeror nor any of its affiliated companies guarantees that such projections, etc., expressly or implicitly
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indicated in any “forward-looking statements” will result in being correct. The “forward-looking statements”
in this Statement have been prepared based on the information held by the Tender Offeror as of the date of this
news release, and, unless otherwise required by applicable laws and regulations or rules of financial
instruments exchanges, neither the Tender Offeror nor any of its affiliated companies is obliged to update or
modify such statements in order to reflect any events or circumstances in the future.
[Other countries]
In some countries or regions, the release, publication or distribution of this press release might be legally
limited or restricted. In such countries and regions, care should be taken with respect to those limits and
regulations, and such national and local regulations adhered to. In such cases, the release or distribution of
this press release shall not be deemed as soliciting the application or sale of share certificates and other
securities related to the Tender Offer, but for information only.
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