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Corporate Governance

Update:

Japan has entered a second wave of corporate governance reform, following an initial phase in which the Japan
Exchange Group (JPX) primarily targeted companies with low price to book ratios, poor capital efficiency, and
weak governance structures; effectively the “low hanging fruit”.

This new phase is seeking to capture so-called ‘good companies” into their reforms. It will in particular bring em-
phasis toward addressing complacent capital policies rather than only operational underperformance.

A key objective this time is to make governance improvements more substantive and more enforceable. While
many companies formally complied with earlier governance codes, this often failed to translate into genuine
progress in behaviour, capital discipline, or strategic accountability. The JPX is therefore exploring measures that

introduce clearer safeguards, including tighter disclosure requirements and enhanced training expectations for
management teams.
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Stewardship & Voting

Engagement Activity

Responsible
Stewardship

Voting Behaviour

At Zennor, we believe that voting is a core pillar of
responsible stewardship. Each vote represents an
opportunity to either formally support management
or express a considered difference of opinion. In
Japan, where corporate culture is especially sensitive
to investor signals, even modest levels of non-support
can lead to meaningful internal reassessment. We view
voting as a mechanism to influence outcomes con-
structively, in line with our investment philosophy of
long-term engagement over activism.

Management Proposals
Votes Cast

For = Against

Shareholder Proposals
Votes Cast

4 Source: Glass Lewis, 31.12.25

Case Studies El

Proposal Statistics

Most Japanese companies hold their Annual General
Meetings (AGMs) in the first half of the year, resulting
in relatively few proxy voting events during this report-
ing period.

During the second half of 2025, we exercised our
voting rights at all 5 meetings of investee companies
where votes were held. Across these meetings, we
voted on a total of 49 proposals, consisting of 47 man-
agement proposals and 2 shareholder proposals.

We voted in: 49 proposals overall, voted against 5
proposals and abstained on none

In terms of alignment with management:

» 47 proposals overall
+ Voted against 5 proposals and with 42

« Abstained on none

In terms of alignment with shareholders:

* 2 proposals overall

+ Voted against both proposals

Abstained on none

For  Against Total

Management Proposals 42 5 47

Shareholder Proposals 0 2 2

Source: Glass Lewis, 31.12.25
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Stewardship & Voting Engagement Activity Case Studies El

Votes Against Management

While the majority of our votes were cast in support of management, Zennor does not hesitate to vote against
proposals that fall short of good governance, transparency, or long-term shareholder alignment.

In H2 2025, we voted against management on 5 proposals, with the overwhelming majority (4) falling under
Board-related matters.

Votes Against Management

Seltael

Audit/ Financials -
Shareholder Proposal: Governance .
Compensation

Capital Management I

0 5 10 15 20 25 30 35 40
Against ® With

Against Management

Audit/ Financials 0
Board Related 4
Capital Management 0
Compensation 1
Shareholder Proposal: Governance 0
Total 5

Source: Glass Lewis, 31.12.25
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Stewardship & Voting Engagement Activity Case Studies El

Fund Management Involvement:

100% of votes in H2 2025 were made by the Zennor fund management team. We do not outsource voting deci-
sions to a proxy provider or ESG team. Every vote is considered in-house by the portfolio managers, case by case,
in line with our stewardship principles. In H2 2025, we agreed with Glass Lewis in 49 instances: 47 management
proposals and 2 shareholder proposals.

With Glass Lewis  Against Glass Lewis

Audit/ Financials 3 0
Board Related 42 0
Capital Management 1 0
Compensation 1 0
Shareholder Proposal: Governance 2 0
Total 49 0

Source: Glass Lewis, 31.12.25

All Votes
For Against Total

Audit/ Financials 3 0 3
Board Related 38 4 42
Capital Management 1 0 1
Compensation 0 1 1
Shareholder Proposal: Governance 2 0 2
Total 44 5 49

Source: Glass Lewis, 31.12.25

6 Zennor Active Ownership Report H2 2025



Stewardship & Voting

Engagement Activity

Case Studies

Governance Standards in Focus

Of the 42 Board-related proposals, we voted
against 5 - most of which involved the election of
directors.

Our primary concerns included:

« Insufficient board independence, often tied to
cross-shareholdings or a lack of outside direc-
tors.

+ Overboarding - where directors held too many
external board roles to be effective.

* Lack of gender diversity or an absence of a clear
diversity policy.

+ Entrenched board structures, including insiders
serving on or chairing key committees.

« Strategic shareholding structures, which in some
cases suggested management entrenchment.

These themes are particularly relevant in the Japa-
nese corporate context, where progress on board
reform is gradual. Zennor continues to advocate
for improved board independence, effectiveness,
and diversity as a key lever for unlocking long-
term shareholder value.

Disclosure & Shareholder Rights

Outside of board-related issues, we voted against
1 proposal on disclosure & shareholder rights. Our
concerns consisted of:

* Weak disclosure on financial and compensation
items, including one retirement bonus proposal
lacking performance linkage.

« Statutory auditor independence.

Across all areas, our votes were guided by the
same principles: transparency, alignment with
shareholder interests, and a clear link to long-term
value.

(;
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Stewardship Voting
Summary

In H2 2025, our feedback and voting activity were split between strategy and corporate governance. Corporate
governance remains the most material area of engagement across our portfolio, particularly in Japan, where
issues such as board independence, diversity, and accountability continue to be central to our stewardship efforts.

Corporate Governance Strategy

The vast majority of proposals we voted We saw limited activity under this theme. We
against were related to board elections, supported one shareholder proposal related
committee composition, and statutory auditor to human capital management, which we felt
independence. We also supported numerous was aligned with long-term value creation and
shareholder proposals aimed at improving dis- appropriate for the Japanese market context.
closure, enhancing board quality, and increas- However, overall volumes of socially focused
ing transparency. These align closely with our proposals remain low.

long-standing governance priorities.

Sustainability

There were no explicitly environmental pro-
posals in H2 2025. While we continue to
monitor developments in this area, environ-
mental topics are still rarely raised via formal
shareholder resolutions in the Japanese equity
market.




Stewardship & Voting

Engagement Activity

Case Studies

Engagement
Philosophy

The nature of our focus is on very undervalued and
under researched companies and this usually means
that engagement of some kind is required to help
unlock the value that we see. Consequently, a very
high percentage of our portfolio is subject to en-
gagement on governance, operational performance,
and sustainability (ESG). The ongoing revolution in
Corporate Governance in Japan is coincidental with
the global focus on Sustainability. Frequently, these
go hand in hand. Without good governance we do
not believe that a company can ever be sustainable,
so this remains a critical focus for us. One of our key

objectives is to work with management teams and to

help them think and act like owners of the business
— oriented towards long run, per share value crea-

tion — for us this is consistent with good Sustainability.

We keep track of these activities in our Engagement
Tracker.

This chart shows the breakdown by primary engage-
ment focus for each meeting during H2 2025. Strat-
egy is an operating focus; whilst Governance cap-
tures board activity, corporate culture, and balance
sheet reform; Sustainability is more than just carbon
focused but this is a focus area of interaction with
companies for us.

Zennor Engagement H2 2025

engagement
contacts

m Sustainability

Governance

B Strategy

Source: Glass Lewis, 31.12.25
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Stewardship & Voting

Engagement Activity Case Studies

Zennor has had 133 engagement contacts regarding investments or potential

investments over the period under review, covering the Zennor Japan fund and the
more recently launched Japan Income fund and Zennor Special Situation funds. We
have had calls and contacts with companies beyond this that are not rated as being
specifically targeted ‘engagements’ but where we also look at Sustainability in those
meetings. We do not usually record contact with analysts as engagements although

this can sometimes be a ‘back channel’ to companies and a way of understanding
other investor concerns.

We have become more proactive in sharing information with companies about how
they might improve disclosure. This frequently involves several meetings and letters

increasing engagement volume. A pickup in new stock offerings and several Zennor
trips to Japan (two in H2 2025) also drove engagement volume higher. In general,

companies have become more receptive to our views and closer engagement.

The key engagement areas continue to be on encouraging compliance with Japan
Exchange Group (JPX) requests around thinking about cost of capital, long run op-
timal capital structure and addressing material undervaluation. This is a major focus
within Japan and of our fund which the JPX has made constant upgrades to such

as publishing case studies and a monthly list highlighting those firms in compliance
with their requests. This pressure will continue.




Stewardship & Voting Engagement Activity Case Studies

Engagement Examples

Hi-Lex (7279)

Level: Senior Leadership, CEO

Fund: Zennor Japan Fund, Zennor Income Fund, Zennor Special Situations Fund
Engagement Points: Capital Strategy

Outcome:

We have been engaging with Hi Lex on the need for greater alignment between the scale of the operating entity
and the strength of its balance sheet. The company has recently begun to take steps in this direction, including
the acquisition of an adjacent business at an attractive valuation, purchased at roughly 0.1x revenue and 0.4x
assets. This marks a constructive move toward deploying capital more effectively and bringing the group’s financial
structure in line with its underlying operations, which will grow earnings power per share.

Daiei Kankyo (9336)
Level: IR, CEQ, Board

Fund: Zennor Japan Fund
Engagement Points: Environment

Outcome:

Daiei Kankyo operates in waste management, and our engagement has focused on encouraging the company to
explore emerging technologies that can both lower emissions and enhance long term returns. We shared exam-
ples from European peers that are successfully capturing landfill generated emissions and converting them into
energy, solutions that have proven commercially viable.

The company has recently given new permissions on their existing facility with approval to expand, increasing its
effective capacity from roughly 10 years to around 30. Management expressed openness to investigating the tech-
nologies discussed and have agreed to look into their applicability for future development.
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Stewardship & Voting Engagement Activity Case Studies

GENDA Inc (9166)

Level: IR, Board
Fund: Zennor Japan Fund
Engagement Points: Capital Policy

Outcome:

GENDA recently announced its first share buyback, following extensive discussions with shareholders, including
Zennor, on how best to signal the company’s transition toward an organically free cash flow positive position. We
emphasised the importance of demonstrating a clear commitment to disciplined value accretive capital allocation.

A contributing issue earlier in the year was the former CEO’s sale of stock, which raised concerns around issuance,
liquidity and overall flow’. Management is addressing these concerns directly through the buyback programme
and by setting out a more transparent funding framework for larger scale M&A. The buyback represents a con-
structive step in aligning capital policy with shareholder interests.

GNI (2160)

Level: Senior Leadership, CEO

Fund: Zennor Japan Fund, Zennor Special Situations Fund
Engagement Points: Governance

Outcome:

GNI is a pharmaceutical business with extensive pipeline prospects. We felt that the incumbent CFO was being
overly aggressive with his approval timelines which were outside his control. In our opinion the company had
enough "torque’ from their pipeline and did not need any extra risk from management aggression. We shared
these thoughts with a board member that we knew and subsequently with the CEQ. As a result a new CFO, an
ex-Fidelity fund manager, was appointed and he quickly reset expectations to a more realistic level.

LA

(00
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Stewardship & Voting Engagement Activity Case Studies

Fuji Seal (7864)

Level: Senior Leadership

Fund: Zennor Japan Fund, Zennor Income Fund
Engagement Points: Policy, Strategy

Outcome:

Fuji Seal has expressed frustration that its valuation does not reflect the strength of its underlying operations. Our
engagement has centred on encouraging the company to align its capital base more closely with the scale and
stability of the business, and to develop a long term value creation strategy. This could include selective M&A,
supported by a more efficient balance sheet structure.

Zennor is advising management on optimising their capital framework, particularly addressing the gap between
the company’s cost of capital and its return on invested capital (ROIC). With a shareholder equity ratio of roughly
70%, Fuji Seal has scope to introduce modest leverage as part of a more efficient capital structure. The compa-
ny also holds around 11% of its shares in treasury; management has acknowledged this and assured us it will be
addressed as part of their forthcoming mid term plan.
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Example Letter

Hi-Lex (7279) 14th October 2025

Dear Teraura san, Okumura san, Kihashi san,

Firstly, thank you for taking time to meet with the Zennor team in Japan recently. As a follow up to that meeting
James asked me to write to you with some of our suggestions for your next midterm plan.

Our core valuation framework centres around ROIC — WACC. We like this metric as it allows managers to disag-
gregate operational and capital efficiency.

Zennor's current assessment of Hi-Lex is that there is not enough profit; that there is too much capital in total
compared to your operational business; and that the nearly 100% equity capital funding is very expensive. Each
of these points needs to be addressed in the MTP. We also would suggest that compensation should be strongly
aligned towards challenging performance targets based around ROIC.

We suggest that taking each of these points in turn and addressing them will provide a clear diagnosis of what is
not working today; and offer a roadmap for Hi-Lex over the MTP

The goal HilLex needs to aim for its ROIC to at least match the cost of capital at the end of the mid term plan.

The company must explain this by the JPX request for management that is conscious of the cost of capital and
aware of valuation. IF you can credibly attain this then the share price and valuation will respond favourably.

Where is Hil ex today?

ROIC - WACC

The company last covered its cost of capital in 2014. The cost of capital has remained relatively stable around
9-10%. The real challenge has been the decline in operational performance from a low to a negligible level of
profitability.

The company’s first task is to increase operational profitability.
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Return

For profit we look at NOPAT which is a cash based measure (Net Operating Profit after Cash taxes). We need to
exclude one time gains / losses from the capital account impacting this number. This is Operational earnings
power.

Below we show the calculation for last year. We recognise the efforts to improve profits at the NA subsidiary and
elsewhere. In the MTP you should continue to emphasise this. Please identify clearly where profits are too low and
what steps are being taken.

:LAdjus{e‘(; V}‘Qle‘p()lit.er_‘i‘ Income Tax Expense

Income Tax Expense
- Increase in Deferred Tax Liability

Net Operating Profit
Earning Before Tax and Minority Interest

Income Before X0 Items and Minority Interest
+ Income Tax Expense
Interest Expense
Provision for Doubtful Account
Implied Interest on Operating Lease
Foreign Exchange Gain (Loss)
Net Non Operating Loss (Gain)

- Other

+ Tax Subsidy on Deductible Expenses
Effective Tax Rate
x Deductible Expenses

Pension Expense Minus Service Cost
Pension Expense
- Service Cost

Stock Based Compensation

Increase in LIFO Reserve

LIFO Reserve for this year

- LIFO Reserve for the previous year
Other

I!! I!! %AI!I%I
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Total Invested Capital (TIC)

The amount of capital you use in your business is large. We think it can be shrunk. Post transaction we understand
net cash is around 0. Furthermore, you still have over 40bn in investment securities. These are all subjected to a
capital charge each year. There is a new guideline for a maximum of 20% of investment securities as a proportion
of shareholder equity and you are currently aiming for 10%. Zennor believes that you should really aim to exit

ALL of these securities; certainly the absolute size must continue to be reduced rather than targeting a lower %

of higher shareholder equity. Given your relatively small weightings in most of your investment securities your exit
would not be disruptive to their share price. It would free up a lot of capital for deployment.

Based on pre-deal data your net cash and investment securities with a post-tax market value of approx. 70bn car-
ry an annual capital charge of nearly 7bn JPY per year. The company has treated these assets as though they were
‘free’ to own whereas our perspective is that they are actually very expensive, non-core, low return assets if you
consider the annual capital charge.

tal Invested Capital

Short Term Debt

Interest Payable

Taxes Payable

Dividend Payable

Pension/Post Retirement Liabilities
Long Term Debt

Minority Interest

Deferred Income Tax

Common Stock + AddL. Paid in Capital
Retained Earnings

Preferred Equity

Adjustments

Other

s BEEEEEEEE

+ o+ o o+ o+ o+ o+ o+ o+ o+ A+ +
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ROIC

NOPAT / TIC
Clearly the two ways to increase RolC are to grow profitability and/or to reduce TIC.

In the short run RolC is not very powerful but in the long run it is almost the only thing that matters. In particular
how you allocate capital between different opportunities is crucial. With a cost of capital of 10% to cover this re-
quires each decision to exceed this level of return. This will require a shift in mentality from managers throughout
the company and constant discipline from the leadership team to ensure decisions meet this criteria. The other
aspect of this is that excess cash, assets and resources must be able to pass back to HQ. When Sony conducted
their re-organisation under Yoshida they allowed the return of unnecessary assets. Managers were then made
responsible for covering the cost of capital for those resources that they had left. This was embedded into their
KPI, promotion and bonus payment structures; some managers were unable to handle this successfully and had
to leave as part of this accountability for low performance.

James discussed the size of your balance sheet. This is a strategic decision that lies with the very senior manage-
ment team and board. Whilst we welcome the decision to shrink the investment securities/equity ratio it would
be even better to set out a medium term optimum balance sheet size that defines how much capital you actually
need to run your business. This is something that the JPX is requesting from companies and is something best
defined in absolute terms. This will allow you to identify how much non-operational ‘surplus capital (including an-
nual operational CF during the MTP)" you have to fund growth measures or to return to shareholders. Investment
securities, rental property, and large cash positions are unnecessary; the correct size is zero. We note that your
working capital has also grown a lot. In general the asset turnover/ revenue and assets/equity has also increased
steadily over the last 20 years. We think that these areas can be compressed and brought into closer alignment
with the underlying operational need. The company should not grow the balance sheet size any further and
needs to show how excess capital will be used in a positive way to grow value for shareholders.

W 7279 JP Equity - Working Capital 80596.0000

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
7279 IP Equity (HI-LEX CORP) Quarterly 190CT2005-140CT2025 Copyright® 2025 Bloomberg Finance L.P. 14-0ct-2025 10:05:57

One measure that shareholders may welcome is a Dividend on Equity. Assuming that company profits can recover
strongly from here a high payout ratio >50% will be required to stop the balance sheet growing.
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If a higher payout ratio were also coupled with a DoE (3%?7) regardless of operational earnings this would help
reward shareholders whilst the company improved operations.

WACC

The WACC is the hurdle rate which the company has to earn to pay for the capital it is using. The WACC can be
changed through adjusting the balance between debt and equity. This is a strategic decision for the senior lead-
ership team and board balancing lower WACC against increased risk. An appropriate balance should be struck.

The company is equity financed today. This means that the WACC is high. Based on Bloomberg the WACC is 9.2%;
we will use 10%. Introducing a higher debt weighting as part of your optimal balance sheet strategy would allow
you to reduce this.

Cost of Capital - Current Market Value Capital Structure (Billions of JPY)

Weight Cost WxC ‘ Marke

WACC

Compensation The current compensation plan says

‘Our basic policy is to have a remuneration system commensurate with the roles and responsibilities of the com-
pany groups management, that functions as an incentive to improve the group’s corporate value and results over
the medium to long-term, and allow us to share an awareness of profit with shareholders and other stakeholders’

This is a worthy aspiration but externally it is hard to see how this works in practice; what managers are paid for;
and how performance impacts the compensation in the short and long term. In particular whilst the family is
highly aligned with owners due to their equity stake it is unclear how a strong operating performance and share-
price will benefit other managers and employees. We note that bonuses of JPY6ém were paid in 2024, and 14m

in 2025. Externally we do not know if this is a small number because profits are low or because the performance
compensation element is very small compared to basic pay. It is now standard that senior managers have their
KPIs shared with investors; and their individual compensation disclosed. It is no longer acceptable from a govern-
ance standard to show a ‘whole board’ level compensation with no details. The Compensation Committee needs
to review best in class compensation models and find one that creates genuine alignment of the managers and
shareholders. The current structure has failed as it has not produced satisfactory operational or stock perfor-
mance.

For example Toyoda Akio's compensation details are disclosed as follows. It is possible to see how this has evolved
over time and how the balance shifts towards performance and equity linked pay.
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Career Boards Education
Company \ Vi Total Cur
— — . IPY

Ooyota Motor Lorp

Compensation for 2025 in JPY

All Other Compensation:
Salary- 0 (0.0%)
395,000,000 (20.3%)

Stock Awards:
48.0% 053,000,000 (48.9%)

Bonus:
601,000,000 (30.8%)

1,949,000,000

We also believe that the performance pay is too small for the management team but that the threshold for at-
taining bonuses is undemanding

. Individual senior executive pay disclosure so it is clear who gets paid, what they are paid for and who is
accountable

. We suggest a bonus policy primarily focused on RolC delivery

. Other KPIs should be appropriate to the role including sustainability etc.

. Other KPIs to be disclosed

. Basic pay inline with current levels

. A short term annual bonus with a meaningful proportion of basic pay (>100%+7) for full delivery on all

KPI rather than 10-50% as today. 10% is not a meaningful incentive

. Medium term Restricted Stock Unit, or other similar equity linked scheme, for the senior management and
other key leaders in the company of a further meaningful amount of the total basic compensation over the MTP
period (>100%7?) that is contingent on delivering the MTP successfully

. IF the company cannot dramatically increase RolC then the long term performance element of this bonus
scheme will not fully kick in. If the plan is delivered on then we believe the share price will be higher creating value
for the management AND shareholders. The principle should be outstanding delivery gets paid for; failure does
not.
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IF you succeed we want staff to share in the company success in a meaningful way. We don't believe that the cur-
rent system does this appropriately. | am attaching a report from CLSA that looks at the impact of compensation
on corporate performance

Governance

The current board composition has few external directors. We believe that a refresh of the board composition
and a move to a majority of independent directors would be better from a governance perspective. An increase
in board diversity including women and foreigners may also be an opportunity to bring in expertise in financial
markets etc. when you contemplate the board skill matrix.

The Nominating and Compensation committee also has Teraura san sitting on them. These Committees should
comprise at a minimum a majority of independent directors and an independent Chairman. Only a few executives
need to be on the board itself. Perhaps only Teraura, and Okumura san? The board could be reshaped and made
much more effective.

We would also support materially higher compensation for your external directors to ensure you can attract high-
ly talented individuals who can contribute.

The board and senior leadership could also benefit from board director training -such as that offered by BDTI.

How could these changes impact the company returns and warranted valuation multiple?

As a few illustrations show the best outcome addresses all these points and materially increases corporate value in
our simulation.

Scenario 1 - High Profit

Annual capital charge = 27.5bn
Return = 25bn
RolC = 9%

Company still cannot exceed WACC. Warranted valuation is <1x PBR.

This is an ambitious increase in Profit. But by itself is not enough to cover capital cost.
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Scenario 2 — Balance sheet shrinking

NOPAT recovers to 15bn. Equity portfolio is sold and cash reduced to 0 for net 75bn reduction in assets. TIC 275
assumed post deal -> 200bn

Capital Charge = 20bn
Return 15bn

ROIC 7.5%

-'ve Value added

70bn in capital generated

Simply managing the balance sheet modestly better will not get you enough of a change in annual cost of Capital
to reach Return=>WACC

Scenario 3 — Balance sheet shrinking and Reducing Capital Cost

NOPAT recovers to 15bn i.e. 2014/5 levels. Equity portfolio is sold and cash reduced to 0 for net 75bn reduction in
assets. TIC 275 assumed post deal -> 200bn.

Debt Equity ratio -> 50:50 Debt Cost of Capital is 1% Equity is 10%. Excess equity is returned to shareholders

WACC = 5.5%

Capital Charge = 10bn
Return 15bn

ROIC 7.5%

+'ve 2.5% Value added

A moderate improvement in NOPAT AND a change in balance sheet size and shape is enough to exceed your
WACC

Scenario 4 — High Profit, Balance Sheet shrinking and moderate leverage

Of course what we would really like is this scenario. Where some aspects of each of these is delivered. Higher
Profit, compressed balance sheet, better (but still conservative) funding mix. ND/E = 1/3

This option liberates 70bn in excess balance sheet size and around 1/3 of equity so approx.. another 70bn. This
capital can be used to grow the business, conduct M&A and to reward shareholders. Quite possibly all three.
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NOPAT = 25
TIC => 200bn
RolC =12.5%
WACC = 7%

+ve EVA spread of 5.5%

What do these scenarios mean for valuation?

EVA Ratio TIC
Still below 1x Book - -
Base line 30% 210
Scenario 1 90% 275
Scenario 2 75% 200
Above 1x Book - -
Scenario 3 137% 200
Scenario 4 175% 200

Implied Market Cap (Less

Warranted EV Debt + Capital Generated)

Still below 1x Book - -

Base line 70 -
Scenario 1 259 250
Scenario 2 150 220

Above 1x Book - -

Scenario 3 275 175

Scenario 4 350 285
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Total Value Creation Uplift
Still below 1x Book - -
Base line - -
Scenario 1 250 >3x
Scenario 2 295 >4x
Above 1x Book - -
Scenario 3 295 >4x
Scenario 4 425 >6X

What none of these show is what impact would be if you deployed the surplus capital in higher organic growth,
M&A or meaningful buybacks. Any of these options could easily be transformative to the value of the business EG
If you find another large M&A at 0.1x revenue.

These simulations also show the huge potential just to get back to 1x asset value from the current levels; and the
enormous potential if operational and capital efficiency is improved to a moderate level.

Clearly, if you also deployed a lot of surplus capital and retired shares at the current far below intrinsic value then
this would be highly accretive to the remaining shareholders as the true business value should be valued far
above the invested capital. The opportunity to deploy 50-150bn in surplus capital in a highly accretive way should

be a very interesting opportunity for the management team.

The other point is that if you simply increase profits a lot it will be hard to cover your capital cost. To reach 10%+
RolC requires a more meaningful change in the size of your asset base and in how you fund that asset base.

The modelling we have done is very simple and has lots of assumptions but hopefully highlights how a mix of
small changes can drive a tremendous outcome.

There are numerous consultants and advisors who can help -: devise the plan and quantify the necessary steps
more rigorously; express the internal and external narrative story about the change in a clear and comprehensible
way. We can introduce you to some groups if that would be helpful.

We are very happy to follow up with you on any of these points.

Kind regards,

David MITCHINSON
James SALTER
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Disclaimer

This document has been prepared by Zennor Asset Management LLP (“Zennor”), which is authorised and regulated by the Financial Conduct Authority

in the conduct of investment business. This update is issued by Zennor on behalf of the IUP Zennor Japan Fund (the “fund”), formerly Prodigy Japan Fund
until 20 September 2021, for the information of eligible recipients. Retail clients should not rely on this performance update. We recommend that you seek
professional advice before you make any investment decision. Past performance is not necessarily a guide to the future. The value of shares in the Fund and
the income derived therefrom may go down as well as up. The rate of currency exchange may cause the value of overseas investments (and any income
from them) to go down as well as up. This document is for illustrative purposes only and does not form part of any Key Investor Information Document.
The information contained in this document does not constitute investment advice or an offer or solicitation to buy or sell any investment, fund or other
security. The information and opinions contained in this document have been compiled, or arrived at, from sources believed to be reliable and in good
faith, but no representation or warranty, express or implied, is made to their accuracy, completeness or correctness. Any data, research, analysis, opinions
or other information published in this document is provided as general commentary and for commercial communication purposes only and represents the
views of Zennor at the time of preparation and may be subject to change. Zennor have taken all reasonable care to ensure the information contained and
stated herein is accurate and reliable but make no representation, guarantee, or warranty that it is wholly accurate and complete. The information con-
tained herein has not been independently verified and no liability is assumed by Zennor for any direct, indirect, or consequential losses arising from its use.
Returns are unaudited. Spring Capital Partners Limited is an Appointed Representative of Robert Quinn Advisory LLE which is authorised and regulated by
the Financial Conduct Authority (FRN 548030).Spring Capital Partners GmbH (“Tied Agent”) is a tied agent within the meaning of Article 29 (3) of Directive
2014/65/EU ("MIFID II" as implemented in the respective national legislation) of Allington Investment Advisors GmbH, which is authorised and regulated by
the German Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). The Tied Agent is entered in the public register of tied agents held by BaFin. Within the
scope of providing finan cial services (“investment brokerage” within the meaning ofAnnex | A (1) MiFID Il as implemented in the respective national legis-
lation by promotion of the potential investor’s willingness to enter into a transaction but excluding the reception and transmission of orders in relation to
one or more financial instruments), the Tied Agent acts exclusively on behalf and for the account of Allington Investment Advisors GmbH and undertakes to
exclusively distribute funds. The information in this email provided by the Tied Agent is intended for informational purposes only and does not represent an
offer to purchase or sell financial instruments. All information is provided without any guarantee. This information neither represents any investment / legal
/ tax advice, nor any recommendation. The Agent points out that every investment decision should be made after consulting an advisor. The information in
this email is intended exclusively for professional clients within the meaning of Annex Il MiFID II. The information provided in this email may not be copied
or further distributed to third parties without the prior consent of Allington Investment Advisors GmbH. The information may not be given to persons or
companies that do not have their ordinary residence or domicile in the countries in which Allington Investment Advisors GmbH is authorized to provide
financial services. In particular, the information may not be made available to US citizens or persons residing in the USA. This email may contain confidential
and/or legally protected information. If you are not the correct addressee, or you have received this email in error, please inform the sender immediately
and destroy this email. This e-mail may not be copied or used for other purposes, nor may the content of the e-mail be forwarded to third parties.Spring
Capital Partners AB ("Tied Agent”) is a tied agent within the meaning of Article 29 (3) of Directive 2014/65/EU ("MiFID 11" as implemented in the respective
national legislation) of Acolin Europe AG, which is authorised and regulated by the German Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). The Tied
Agent is entered in the public register of tied agents held in his home country Sweden. Only within the scope of providing financial services (“investment
brokerage” within the meaning ofAnnex | A (1) MiFID Il as implemented in the respective national legislation by promotion of the potential investor’s willing-
ness to enter into a transaction but excluding the reception and transmission of orders in relation to one or more financial instruments), the Tied Agent acts
exclusively on behalf and for the account of Acolin Europe AG and undertakes to exclusively distribute funds. The information in this email provided by the
Tied Agent is intended for informational purposes only and does not represent an offer to purchase or sell financial instruments. All infor mation is provided
without any guarantee. This information neither represents any investment / legal / tax advice, nor any recommendation. The Agent points out that every
investment decision should be made after consulting an advisor. The information in this email is intended exclusively for professional clients within the
meaning of Annex Il MiFID II. The information provided in this email may not be copied or further distributed to third parties without the prior consent of
Acolin Europe AG. The information may not be given to persons or companies that do not have their ordinary residence or domicile in the countries in
which Acolin Europe AG is authorized to provide financial services. In particular, the information may not be made available to US citizens or persons resid-

ing in the USA. Spring Capital Partners Limited is an appointed representative of the principal firm, Robert Quinn Advisory LLP (FRN: 548030).
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