<English Translation of Informational Ad placed in the Nikkei on July 27, 2022>

To the Shareholders of Japan Securities Finance, WAKITA, Bunka Shutter,
Kyokuto Kaihatsu, Seikotokyu and Kyokuto Boeki
Thank you for taking the time to consider Strategic Capital’s shareholder proposals.

Please take a moment to read about each shareholder proposal so you can get a better
understanding of the issues facing each company.

Japan Securities Finance (8511) — The BOJ's Amakudari and the slump in stock price LINK

As of June 2022, the Fund we manage held 5.0% of total outstanding shares making it the 4t
largest shareholder.

We are concerned that as a result of JSF being used as an Amakudari *destination for the Bank
of Japan (BOJ) alumni and receiving executive compensation that is several times higher
compared to BOJ, management has become sloppy and consequently has led to a slump in the
stock price.

Amakudari from the BOJ
Past Presidents of JSF (1950 ~ present)

Since becoming a listed company in 1950, Appointed Name Background
all 10 presidents including current @ 1950~ B4R /5% (Shirane)  Ex-Exec. Director of BOJ
president Shigeki Kushida, are BOJ alumni. @ 1962~ #O AL (Taniguchi) ~ Ex-Deputy Governor of BOJ
In addition, currently there are at least @ 1970783~ L5 (Kamata) Ex-Exec. Directorof BOJ
five other BOJ alumni who occupy top @ 1979~ FER fgi (OB_ada) Ex-Exec. DfremrorBOJ
. . . () 1985~ %E Ek (Tajima) Ex-Exec. Director of BOJ
management positions including  the ® 1992~ BABE (Aoki) Ex-Exec. Director of BOJ
Chairperson (a former preSident)' the @ 1998~ NG #FBk (Kojima) Ex-Exec. Director of BOJ
special advisor, an executive vice g 2004~ #5%) #2 (Masubuchi) Ex-Exec. Director of BOJ
president and the president of JSF Trust @ 2012~ I\ = (Kobayashi) Ex-Exec. Directorof BOJ

and Banking, a wholly owned subsidiary. 2019~present 1#iH 5i# (Kushida)  Ex-Exec. Director of BOJ

Sluggish stock price and earnings

. . . Stock price stagnant and ROE low
We are not opposing the Amakudari situation per say.

However, given the struggle in both the stock price and 10X Minimum required for a 8%
earnings, we cannot help but attribute some of that to listed company
the Amakudari. PBR ROE
ROE

Large executive compensation 0.5x - L 4%
On average JSF executive officers earned JPY 50.27
million in FY2020. This is about 1.5 times the BO)
Governor and 2.5 times a BOJ Executive Director. It is

0.0x 0%

estimated the annual salary of the President would 2010 2014 2018 2022
more than triple just by descending from the BOJ.

* Amakudari— (K I 9 ,literally "descent from heaven") is a metaphor for the institutionalized practice where Japanese senior

bureaucrats retire to high-profile positions in the private and public sectors.


https://stracap.jp/english/proposal-for-JSF-from-sc-2022_eng.pdf

Furthermore, Masubuchi, currently the special advisor has continued to receive remuneration
since joining JSF as President in 2004. This raises suspicion that “BOJ alumni who are guaranteed
high compensation due to Amakudari, have no incentive to make efforts to increase the
shareholder value.

Comparison JSF Executive Officer and BOJ Officers (JPY10,000)

Kushida
previous position

2,155 1,581

JSF
Executive
Officer

BOJ
Executive
Director

Correcting the Amakudari situation and improving shareholder value

In light of the current situation we made five shareholder proposals including a proposal to
require the disclosure of the individual remuneration of President Kushida and other BOJ alumni.
We hope the Company’s management will analyze the shareholder proposals that received
more than 20% shareholder support and the voice of shareholder that oppose the special
advisory system and utilize them in future management policies.

Breakdown of voting at AGM

Disclose remuneration of President Kushida

For proposal 24% Against proposal 76%

General shareholder General shareholder Symphony FP Stable
24% 35% 27% 14%

Establish special advisor role

For proposal 2%.( Against proposal 98%

General General shareholder Symphony FP Stable
Sharehold

Summary of our remarks at the AGM

=  President Kushida proposed a novel theory at the financial results briefing. He said, “if we
consider the current market cap as the E in ROE instead of equity capital then the ROE will
exceed 6%.” However, based on this theory, the lower the share price, the higher the ROE
(assuming the same net income), which means that President Kushida does not have
“extensive knowledge of the overall financial and securities markets”, a quality that JSF
seeks in its executive officers.

= There is one very important quality we do not see listed when looking for an executive
officer. That is, as a manager of a listed company, the ability to formulate and implement
management policies that will increase shareholder value.



WAKITA (8125) — Management that damages shareholder value LINK

As of June 2022, the Fund we manage held 7.8% of total outstanding shares making it the 2"
largest shareholder.

We believe that WAKITA’s large holdings in rental real estate have reduced capital efficiency and
damaged shareholder value. We believe that this inefficiency is a result of business operations
that do not target returns above the cost of capital.

Damaged shareholder value Share price well below net

As of Feb 2022, WAKITA owns JPY 58.5B in rental real estate, assets per share
nearly equivalent to its JPY 61.4B market cap. The Company

passively holds such rental real estate as a stable source of Ty
income and we believe it is damaging shareholder value. In =13

fact, the stock price has fallen far below its net assets per 1,892
share and it can be said that the WAKITA’s current
management policy has not let to an increase in shareholder
value.

Increase shareholder value through the establishment of a REIT

In order to correct such inefficient management, we have repeatedly explained to management
that capital efficiency could be improved by transferring the real estate holdings to a REIT and
have WAKITA specialize in the development and operation of real estate. By using the proceeds
from the sale of rental real estae for shareholder returns, real estate development and/or other
business investments that generate returns in excess of cost of capital, capital efficiency is
enhanced and we would expect shareholder value to increase.

High executive compensation

However, management refuses to establish a REIT and shareholder value continues to be
damaged. We believe one reason is the high executive compensation. In fact, a comparison
with two of its peers (Nishio Rent All, 9699 and Kanamoto, 9678) shows remuneration to be
more than double despite them being superior in terms of size, stock price and capital efficiency.
We have to wonder if WAKITA’s management is so highly compensated that they are not willing
to change the status quo.

WAKITA’s executive compensation is very high

Wakita Nishio Rent All Kanamoto

Est. compensation O 4,74375H A 2,19575H RSAWIEYs]=]
Marketcap [RGEECYVISIZN A 7498 O 955(8M

PBR 0.49x AN 0.73x O 0.78x

ROE 3.7% I8 85% A 7.2%

Dissatisfaction with current management policy

The dissatisfaction with management is reflected in the voting rights exercised at the AGM. At
this year’s AGM, only 75% voted in favor of electing President Wakita. If only institutional
investors are considered, less than half voted favor for. In other words, President Wakita has
not gained the confidence of professional investors. WAKITA which announced its management
plan in April, should take the results seriously.


https://stracap.jp/english/proposal-for-wakita-from-sc-2022_eng.pdf

Majority of institutional investors oppose reappointing President Wakita

Abstain 5%
For proposal 75% Against 20% .
Wakita Corporate (business partner etc) Institutional Investor | Institutional Investor s
. 0
Family 14% 39% 19% 20%
Retail 3% Retail 0.20%

Corporate 0.02%

Expectations for the “WAKITA” Family

As the name suggests the Company was founded by the Wakita family and is an owner-operated
company with successive members being from the Wakita family. We would like to show our
respect to the Wakita family that has raised the Company to where it is today. We strongly hope
that the current president, Teiji Wakita, will take a big step forward to increase shareholder
value, not as a representative of the family but as a manager of the TSE Prime Market listed
company, “Wakita” without being overly dependent on the Wakita family and other stable
shareholders.

Kyokuto Kaihatsu (7226) — Management plan that turns a blind eye to challenges LINK

As of June 2022, the Fund we manage held 6.7% of total outstanding shares making it the largest
shareholder.

We believe that the excessive accumulation of retained earnings is a major factor in damaging
shareholder value.

An industry leader in special purpose vehicles

Kyokuto Kaihatsu is a major special purpose vehicle (SPV) manufacturer boasting the top market
share in concrete pump trucks, tank lorries and trailers, and the second largest market share for
garbage trucks and dump trucks in Japan. With customers ranging from construction and
logistics industries to public institutions, it has a solid revenue base. The Company is also highly
profitable due to its high competitiveness such as being able to maintain high margins when
resource prices soar.

Sluggish stock price

Despite the highly competitive business, the stock price has been stagnant for a long time. As of
March 2022, the Company held net cash exceeding JPY 52.7 billion, which was almost equivalent
toits JPY 53.4 billion market cap. This would be like saying that Kyokuto Kaihatsu’s SPV business
is value at almost nothing, when by all rights, given that it is an extremely good business, it
should be valued highly.

Reason for the sluggish stock price

We believe a root cause for the sluggish stock price is the capital policy. Kyokuto Kaihatsu has
almost no interest-bearing debt, an excessive equity ratio that exceeds 70%, while holding JPY
52.7 billion in net cash which is less than the cost of capital. This makes it appear that the cash
generating SPV business is worthless. When compared to its industry peer, ShinMaywa
Industries (7224), the poor capital policy becomes clear.


https://stracap.jp/english/proposal-for-kyokutokaihatsu-from-sc-2022_eng.pdf

They are the two leaders in Japan’s SPV market almost equal in size and the business they
operate. However, when it comes to capital
policy, there is a clear difference. Compared to
ShinMaywa, Kyokuto Kaihatsu has excessive Avg. Interest Rate |EIRRILS
financial strength resulting in a lower valuation Equity Ratio O 73.0%
of its shares. Interestingly the Company’s D/E

Kyokuto Kaihatsu’s interest rates are higher
Kyokuto Kaihatsu ShinMaywa

: L O 0.01x
average interest rate on loans is higher. The Net D/E o -
fact that the interest rate, which should Net D/EBITDA o -

normally be proportional to credit risk is higher,
highlights their low awareness of the cost of
capital.

Interest Coverage QO 178.1x

A management plan whose significance is questioned

In May, Kyokuto Kaihatsu announced a new management plan, but unfortunately the reforms
regarding capital policy were insufficient. Since last July, we have held many meetings with
management on capital policy. We explained the need for a fundamental reform of capital
policy not only verbally but with numerous materials including concrete estimates. Despite that,
the capital policy in the management plan was inadequate for increasing shareholder value.

Challenges to overcome for Kyokuto Kaihatsu

The challenge for Kyokuto Kaihatsu, i.e., the reason for the stock price, is not its SPV business.
The challenge is clearly capital policy. Our proposal calling for a change in capital policy received
around 20% support. What is required of the management team is to face the challenge head
on and implement reforms. It is not implementing a management plan that turns a blind eye to
issues, merely postponing the need to address them.

Breakdown of voting at AGM

Increase dividends to 100% payout ratio

For proposal 19% Against proposal 81% >

General

General shareholder Stable allegiant shareholder
shareholder @ ®
19% 38% 43%

Allow AGM to cancel treasury stock
For proposal 23% Against proposal 77% >

General shareholder General shareholder Stable allegiant shareholder
23% 34% 43%

Bunka Shutter (5930) — Sluggish stock prices caused by irrational management LINK

As of June 2022, the Fund we manage held 5.5% of total outstanding shares making it the 4t
largest shareholder.

We believe that ineffective management towards improving shareholder value only continues
to damage value.

No. 2 in the shutter industry in Japan

Bunka Shutter manufactures and sells building materials, mainly shutters, and has the second
largest market share in Japan. Although sales are dependent on demand for building materials,
taking actions such as quickly securing margins even when the price of steel, a raw material for


https://stracap.jp/english/proposal-for-bunkashutter-from-sc-2022_eng.pdf

shutters, rises quickly, the Company has built an extremely profitable business model.

The contrasting shutter industry L dift in PBR
arge diirerence in

However, in terms of stock price, there is a large Sanwa HD
contrast between industry leader Sanwa Holdings e
. . 2.0x 1

(5929) and Bunka Shutter. The difference is
obvious when looking at PBR. Since the middle of -

. . =]
the 2010’s, the valuation gap has widened  1.0x{sessssnsins s . WP W A
dramatically.

. . Bunka Shutter

The reason for the contrasting valuation 0.0x

2010 2013 2016 2019 2022
We believe the reason for the difference in market

valuation is largely due to ROE. Looking at the ROE
trend over the past 10 years, we can see a contrasting
trend where Bunka Shutter has declined while Sanwa
HD has increased.

Bunka Shutter ROE on a downward trend

20% 7
Bunka Shutter

15%- Sanwa HD

=

/V\/

2011 2013 2015 2017 2019 2021 2023F#

Sluggish stock price due to irrational management 10%-

We believe one of the main reasons why the ROE
continues to decline is the Company continues to 5%
excessively accumulate retained earnings and those
assets are not generating sufficient returns. The Company has a large amount of cash,
amounting to about 40% of market cap. While they have been working to reduce cross-
shareholdings, progress has been slow.

Cross-shares held regardless of the intention of business partners

For example, they continue to hold approx. JPY 1.9 billion in Daiwa House (1925). However,
Daiwa House has clearly stated that “selling its shares has nothing to do with business, it would
not be an issue.” Nonetheless, Bunka Shutter has refused to sell, claiming the “statement is
tatemae?.” However, the corporate governance code (CGC) prohibits any action that would
prevent the reduction of cross-shareholdings, and Daiwa House in its CG report denies any
connection between holding shares and business. Regardless of the reasons, maintaining and
expanding business should be done through offering quality products and services at
competitive prices. It is not necessary to hold shares that are not worth the cost of capital.

Make rational business decisions

We proposed the introduction of a stock-based compensation plan linked to PBR to properly
motivate the management team to increase shareholder value. Instead, a company proposed
stock compensation plan with little impact was adopted. As we mentioned, Bunka Shutter does
not have sufficient awareness of the need to increase shareholder value, and thus the stock
price remains stagnant. We hope that Bunka Shutter management will be keenly aware of the
need to improve capital efficiency and lower the cost of capital and make a concentrated effort
to increase shareholder value.

2 mtatemae" refers to the behavior and opinions one displays in public and contrasts to “honne” which refers to a

persons true feelings, desires etc.



Seikitokyu Kogyo (1898) — Stop turning a blind eye to legal violations LINK

As of June 2022, the Fund we manage held 9.6% of total outstanding shares making it the 2"
largest shareholder.

Responsibility for the antitrust violations

The Japan Fair Trade Commission (JFTC) found that Seikitokyu was involved in a total of six
violation of the Antimonopoly act between 2011 and 2015. However, since the Company did
not hold anyone accountable for the violations, we filed a shareholder derivative lawsuit against
four individuals including former Chairman Toshiaki Sato (retired in June 2022.)

Judgement by the Tokyo District Court

In March 2022, the Tokyo District Court came down with a verdict on the lawsuit, finding that
Sato knew of the violations of the antimonopoly act and tacitly approved them. The Court also
found that Sato and three other former directors violated their duty of care as directors and
ordered to pay approx. JPY 1.7 billion in damages to the Company.

Appointment of Sato as a Senior Advisor

Despite that, Sato retired from the Board in June and assumed the position of advisor. The
Board opposed our shareholder proposal to abolish the senior advisor position on the grounds
that “Sato has a high level of insight into compliance”, a view contrary to the view of the Tokyo
District Court.

Tokyu Group has decided to appoint Sato as an advisor

Abolish advisory position

For proposal 35% Against proposal 65% >

General shareholder General shareholder Tokyu Group Stable 13%
35% 20% 32% avie 15

Disclose advisory remuneration

For proposal 40% Against proposal 60% >

General

neral shareholder Tokyu G
General s oa eholde shareholder Y oroup Stable 13%
40% 16% 32%

The real challenge that Seikitokyu must face

We believe that Seikitokyu management must break with the past of repeated violations of the
Antimonopoly Law and face the real issue of damages to shareholder value and at the same time
change its capital policy to stop the unnecessary accumulation of equity capital. It is the
responsibility of all directors to increase shareholder value.

Kyokuto Boeki (8093) — Emphasis on surplus fund investments instead of dividends LINK

As of June 2022, the Fund we manage held 17.4% of total outstanding shares making it the
largest shareholder.

Excessive holdings of pure investment stocks

Kyokuto Boeki is a machinery trading company that handles a wide range of products from
unmanned ocean exploration systems to screws. However, the company derives profits


https://stracap.jp/english/proposal-for-seikitokyu-from-sc-2022.pdf
https://stracap.jp/english/proposal-for-kyokuto-from-sc-2022.pdf

comparable to each segment of its core business from pure investment stocks and business
performance is impacted by the results of its stock portfolio.

Suspicion that holding pure investment stock is a violation of the Articles of Incorporation

However, despite being so impactful, Kyokuto Boeki does not include language pertaining to
stock investments under business purposes in the Articles of Incorporation. In other words,
holding pure investment stocks is a violation of the Articles and if a loss were to occur, the
directors could be held liable for a breach of their duty of care. Therefore, we proposed to add
holding pure investment stocks to the business purpose of Articles, but the Board rejected the
shareholder proposal claiming it is an “investment of surplus funds.” Since the passage of this
proposal does not have any economic impact on the Company, the 96% vote against the
proposal indicate that the Company should not do stock investing.

Significant dividend cut to maintain surplus fund investment

In January of this year, the Kyokuto Boeki announced a significant dividend cut causing the stock
price to plummet. However, at the AGM, the Board insisted that “pure investment stock is not
a violation of the Articles of Incorporation because they are invested in surplus funds.”. In other
words, in order to maintain the investment of surplus funds, which are much lower than the cost
of capital, the Company cut the dividend. The directors should understand that damaging
shareholder value by investing surplus funds defeats the purples of the exercise.



Strategic Capital
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