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1.

English Translation

Summary of Public Comments MET/!I’ Views on Public Comments

1.4 Definitions of Terms Used in the Guidelines

29.

We welcome the clarification of the definition of “corporate value”. The
descriptions in the guidelines are in line with our understanding of common
financial terms.

30.

We believe that the definition of “corporate value” as "the sum of the present
values of discounted future cash flows generated by a company" should take
precedence over the other factors listed in the guidelines, and that this part
should be described at the beginning of the definition.

Since the reduction of ambiguity in the definition will help prevent abuse by
management using the term as a defence, it is recommended that the above
part be distinguished from other descriptive factors such as “a company’s
assets, profitability, stability, efficiency, growth potential, and other company
attributes that contribute to the interests of shareholders, or the extent to
which they do so”.

31.

The definition of "corporate value" as the basis for the board's evaluation of
takeover offers is a bit unclear. Since shareholder interests are considered to
be consistent with maximizing corporate value, we are particularly concerned
that the language of the guidelines suggests that corporate value and
shareholder interests are at odds with one another.

Furthermore, we are concerned that there is no transparency-related
obligation regarding the board's assessment of corporate value. Under the
guidelines, a takeover offer could be rejected based solely on the board's
assessment of corporate value. There is no transparency regarding such
assessment and no possibility for shareholders to hold the board accountable.

32.

It should be noted that the description in the definition of “corporate value” of
concepts that are difficult to measure objectively, such as elements of non-
financial information and the use of human capital, increases the possibility of
ambiguity in the definition of "corporate value", and could allow management
to unreasonably reject a takeover offer.

33.

The guidelines attempt to establish an ambiguous concept in the definition of
"corporate value". If the board uses such a vague concept to define “corporate
value”, it may not be consistent with the interests of shareholders.

Thank you for your recognition of the content of the guidelines. Based on the
various comments received during the drafting process, including some similar to
the comments you mentioned, the guidelines clearly state that "Conceptually,
corporate value is the sum of the present values of discounted future cash flows
generated by a company” (Section 1.4) and that "Looking at corporate value from
source of capital, corporate value can be expressed as the sum of shareholder
value (market capitalization, from the market perspective) and net debt value™
(Section 2.2.2).

It also states that corporate value is “a company’s assets, profitability, stability,
efficiency, growth potential, and other company attributes that contribute to the
interests of shareholders, or the extent to which they do so”. To restate that
conceptually, we understand that it means “the sum of the present values of
discounted future cash flows generated by a company”. In other words, we believe
that these wordings do not imply different definitions, but rather are rephrased from
a different perspective.

With that understanding, we have included the following in the guidelines:
““Corporate Value” is a quantitative concept. The target company management
should not make the concept of corporate value unclear by emphasizing qualitative
value, which is difficult to measure, nor should the “corporate value” concept be
used as a tool for management to defend themselves (including management
referring to retention of employees as an excuse to defend themselves).” (Section
2.2.2)

We will make every effort to ensure that the purpose of these statements is properly
recognized.
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The definition of "corporate value" as the sum of discounted cash flows
depends on the board's opinion of what the future cash flows will be (and the
discount factor used in the NPV calculation), but the board may have no
incentive to make the correct assessment. Thus, a takeover offer may be
rejected solely on the basis of the board's opinion regarding "corporate value".
Furthermore, the definition is not consistent between quantitative and
qualitative elements, as the guidelines refer not only to discounted future cash
flows, but also to “a company’s assets, profitability, stability, efficiency, growth
potential, and other company attributes that contribute to the interests of
shareholders, or the extent to which they do so”.

37. | As for “corporate value can be expressed as the sum of shareholder value We do not deny that there can be a wide variety of opinions on the terms used in
(market capitalization, from the market perspective) and net debt value”, it the guidelines. However, we believe that the below is consistent with the common
should be noted that there can be many different views of defining “corporate | definition in the field of corporate finance.
value”.

Since there are various possible opinions on how to define “corporate value”, “Corporate Value can be expressed as the sum of shareholder value (market

including those based on stakeholder capitalism, and it would be best to avoid | capitalization, from the market perspective) and net debt value.”
definitive statements.

Whether stakeholder relations converge with shareholder interests or not is an
issue that should be discussed broadly within the context of overall social

policy.
38. | The total discounted present value of future free cash flows is generally Although the English translation could be "enterprise value," we use "corporate
referred to as “enterprise value” in English. value" for consistency with past guidelines (including their English translations).

Therefore, please consider using "enterprise value" instead of "corporate
value" as the English translation, as it is considered to be more easily
understood by those who read only the English version.

2. Japanese Original (https://www.meti.go.jp/press/2023/08/20230831003/20230831003-c.pdf : only in Japanese)
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