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Outline

. Who we are

1. Why Japan has such opportunity for
activism

m.  KEIHANSHIN
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Who we are

Established 2012

Location Tokyo, Japan

Key Persons Tsuyoshi Maruki, Dan Kato
What we do

Invest in asset-rich mid and small cap Japanese companies with
relatively stable cash flows which are trading at substantial discounts
due to corporate governance issues and use ACTIVISM to unlock
shareholder value.
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Activism in

Japan

Use the full spectrum

Shareholder A

rights

Practical
measures

Lawsuits

Proxy voting

Inspect books or Board minutes

Formal shareholder proposal

Request shareholder register

Proxy fight

Contact Other

Stakeholder
Proposals/ Newspaper

Presentations Website
One-one

Meetings

@ Letters

Personal Aggressh}
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[ Corporate Governance policy improvements ]

But...
[ Lack of investor voice ]
Management ignorance
Results in...
A
G @ing
y,

Similar to greenwashing it is “an attempt to make a business seem committed to
Corporate Governance, when it is not”
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Activism in

Low Valuations

Japan

Cheap but also cash &

. 0,
1800 asset rich 100%
1600 especially 90%
1400 small caps 80%
0,
1200 70%
60%
1000
56°% 54% o )
800 100, Japan small cap
600 .
30% is the world left
400 20% .
200 0 b e h N d
10%
0 0% \ /
. . <10B 100 -
Market Cap in JPY Billions JPY 100B 300B 300 - 1T >1T JPY
Total No Companies 1441 1549 373 227 114
@ Net Cash Positive 58% 67% 56% 54% 50%
@ Net Cash more than 50% 23% 19% 9% 5% 3%
PBR 0.8 1.0 1.2 15 2.0
ROIC 2.9 5.8 6.1 5.4 7.6
Shareholder Eq Ratio 49.9 56.1 52.3 52.1 48.0
Cheap* 240 209 17 7 1
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KEIHANSHIN .
At a glance Company Profile

Company Name Keihanshin Building Co., Ltd. (KEIHANSHIN)

Established 1948

Description Real Estate Owner leasing its assets developed by itself
Ticker 8818 on Tokyo Stock Exchange 15t Section

Type of security Ordinary share

Stock Price JPY 1,726 as of Sep 25th

Market Cap Approx. JPY 90.1 Billion (858 million USD)
Head Office Osaka, Japan

Employees 45
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LGNSV Datacenter oriented real-estate leasing

business

Breakdown of sales over time (99% is from land and business leasing)

16,000 (JPY mil)
14,000 Unique portfolio
12,000 P as 45.5% of sales
10,000 e R is generated from
8,000 Datacenter )
6,000
4,000
2,000 -
FY1986 FY2000 FY2019
. mDatecenter bldg. : Office bldg.
offtrackbettmgbldg Commercial logistics bldg.
Houses & lots m Others

Source: Annual Report (YUHO) © 2020 Strategic Capital, Inc. All rights reserved.




Stable business

Sales & EBITDA in 15 years

20,000 60
15,000 50

10,000 40
5,000 h I 30
0 20

FYS5 FY7 FY9 FY11FY13FY15FY1/7FY19
B Sales (mil, LHS) B EBITDA (mil, LHS)

Margin (%, RHS)

Source: QUICK
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__ KEIHANSHIN :
Attractive B/S

At a glance

s N Balance sheet as of Jun. 2020
- Cash =
12.2bil e _ Current Assets { |
13.0bil Liabilities
| Cross- - 72.2bil
shareholdings |
A15.3bil jeein Fixed Assets - 7
126.2bil , ,
Equity Capital
~ 67.0bil
/Book value of real-estate 94.8bil ]

Market value of real-estate 167.3bil
L (As of Mar. 2020)/

Source: Annual Report (YUHO) & Quarterly Report (TANSHIN)
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Unrealized Value on Balance sheet

v'Unrealized gain increases BPS and adjusted PBR is only 0.77x.

Unrealized gain

adj. PBR 0.77x

2,253
1,726
1,287

BPS in Book Value BPS in Market Value Share price

Source: Annual Report (YUHO) & QUICK
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o Issue One: Management Structure

Management Structure

<Full-time director>

SMBC

(Chairman) (President)

<Audit & Supervisory Board member>

<Executive officer>

%

Top 10 shareholders as of Mar. 2020

- Shareholder's name

1

Ginsen

12.3%

2 StraCap (including co-investor) 9.4%

3 SMBC (Sumitomo Mitsui Banking Corp)  4.1%

4 Japan Trustee Svcs 3.1%
5 Japan Master Trust Svc 3.0%
6 Daikin 2.7%
7 Kinden 2.7%
8 Kajima Corp 2.6%
9 Mie Bank 2.5%
10 Japan Securities Finance 2.1%

Source: Annual Report (YUHO). The holding of StraCap is the recent public

information
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e Issue Two: cross-shareholdings

Market Cap and Cross-shareholdings of KEIHANSHIN as of Sep. 25th 2020

\ J

|
Market cap
90.1bil

Cross-shareholdings
16.7bil

Distribution of KEIHANSHIN’s shareholders types as of Mar. 31th 2020

Corporations Financial institutions
38.3% 29.0%
Foreign investors Individuals / Others
19.0% 10.4% 3.3%

Source: Annual Report (YUHO) & QUICK
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Realize the value of real estate

______________________________________________________

listed real estate

Asset Management [ Operate REIT } 4 Instead of a )

Transfer KI(E:ICI)-IHAI:I?I-)II IN
Property WEREEE focuses on

management of

REIT Investment Corp [ Opeg;i:ea' } REIT

Liabilities

Capital
T REIT investor

Real Estate
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Special Website

& httpsi//realize-value-keihanshin.com/english/ M @ = b £

Increase Keihanshin’s shareholder value
Strategic Capital, Inc.

This website contains
information about
our Shareholders Proposal

What we hope Keihanshin to increase the shareholder e
n .

value as a shareholder are:

I. Improve Corporate Governance
of real estate owned by

en shot> .. :
e | Topics in the website

Increase Keihanshin’s shareholder value d I :

v’ Corporate governance and SMBC alumni
_ Strategic Capital and the Japan-Up fund are shareholders of KEIHANSHIN BUIL - h h Id :

Management not trying to Co., Ltd. (hereinafter referred to as “Keihanshin” or “Company”). We have exerd / C ross s a re O I ngs

maximize shareholder value

DI ITE L to mprove sharchoder vlue v Special shareholder incentives

our shareholders’ right to make the following proposals at the upcoming AGM in

Supervisory Board, with a >
majority of former Sumitomo
Bank associates

v' Low margin

v’ Dialogues

v’ Shareholder proposals
v AGM
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<Full page ad in

the Nikkei Newspaper

on June 1t 2020>
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Our Dialogues at the AGMs

v It is stressful for management when we attend the AGM

D ¢
dip =

Board of Directors Shareholders ot
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BLGEEVYSI Letter to Sumitomo Mitsui Financial Group
(a.k.a. SMBC group)

«

Dear Mr. Jun Ohta, Director President and Group CEO of SMFG,*«
(this is translated into English from the letter in Japanese written on July1 )¢ |
P

Wearewritingthis lettertoinformyouofthe current situationatKeihanshinBuilding (8818)T Equity, hereinafter “the Company”), where manyon the
board (two ofthree full-time directors, including the Chairmanand the President; three of five executive officers; and two of three Audit& Supervisory
Board members) are SMBC alumni. Our fund is the second-largest shareholder in the Company.<’

v

Mr. Kunibe, chairman of the SMFG board, has not only served as the Vice Chair at Keidanren but also chaired the organization’s Committee on
Financial and Capital Markets at Keidanren for many years.** During that time, he strove to realize effective corporate governance and appealed
for reforms. Now, you have taken over this importantrole. As SMFG is one of Japan’s top financial groups and 40% of its shareholders are foreign
investors, we assume that you are under pressure to achieve high-quality management.«

é‘

However, we suppose Keihanshin board members from SMBC are keen to preserve their own positions via cross-shareholdings and are neglecting
the management of the Company. In light of the conditions at hand, a June 12 article in the Nikkei highlighted how the Keihanshin building is occupied
by SMBC despite SMBC being merely a minority shareholder.«

d

While Keihanshin’s CEO commented at the June AGM that the Company operates independently from SMBC, itis clear that SMBCis occupying their board

member.We strongly propose that SMFG, as one of the top financialgroupinJapan, not to leave the managementofKeihanshinBuildinginits currentstate .«
a

Strategic Capital, Inc.
Tsuyoshi Maruki
(President &CEQ)+«

© 2020 Strategic Capital, Inc. All rights reserved.




m SMBC group’s cross-shareholdings

6.1tn

v According to the Medium-Term Management Plan, SMBC group
is targeting further reductions over the next five years, in line
with Japan’s Corporate Governance Code.

1.8tn
ﬁ 1.0tn
Apr. 2001 Sep. 2015 Mar. 2020 Mar. 2025 Bl
Source: SMBC Group Annual Report 2020, p.35 E-u.
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Charting our progress
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JPY 1,726
(as of Sep.
25th 2020)

Source: Bloomberg
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Summary

v' KEIHANSHIN’ shareholder value is undervalued so
that it becomes cheaper to buy the company than to
buy the real-estate

v’ We’re trying to unlock the value, we’ll see.
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