The JFTC Closed its Review on the Proposed Acqaisiof Shares of C&H Co., Ltd. by DAIKEN CORPORATND
(Tentative Translation)

January 24, 2013
Japan Fair Trade Commission

Upon a notification regarding a proposed acquisitbbshares of C&H Co., Ltd.
(hereinafter “C&H") by DAIKEN CORPORATION (hereintr “DAIKEN”), the Japan
Fair Trade Commission (hereinafter “the JFTC”) heewed the planned share
acquisition and reached the conclusion that, optamise of the remedies* offered by
DAIKEN, the deal would not substantially restraonpetition in any particular fields
of trade. Accordingly, the JFTC has notified DAIKEMNt a cease and desist order will
not be issued by the JFTC, resulting in the conpiatf its review.

l. Outlines of the transaction

DAIKEN, a manufacturer of wood-based materialsudahg medium density
fiberboard (hereinafter “MDF”) and of building matds made of wood-based
materials, plans to acquire the shares of C&H, allylowned sales subsidiary of
HOKUSHIN Co., Ltd. (hereinafter “HOKUSHIN”) that mafactures MDF, and
thereby to obtain more than half of C&H’s votinghts. Moreover, concurrent with
the acquisition of the shares of C&H, DAIKEN plaonsacquire the shares of
HOKUSHIN, and thereby to raise the ratio of votights up to approximately
15%.

. Reviewing process
Receipt of the notification regarding the propoaeduisition of C&H’s shares by
DAIKEN on April 25, 2012 (start of the primary rew)
Request for reports, etc. by the JFTC on May 2322@3tart of the secondary
review)
Receipt of all requested reports from DAIKEN onulany 11, 2013 (the due date
for a prior notice was set on April 12, 2013)
Submission of a report on changes in the notiftcaby DAIKEN, in which the
remedies were incorporated on January 18, 2013
Notification to DAIKEN that a cease and desist ordell not be issued on
January 24, 2013

[l Conclusion
On the premise of the remedies* offered by DAIKEMN JFTC has decided that



the transaction in question may not substantialigtrain competition in any
particular fields of trade.

* Outline of the remedies: In order to avoid veatimarket foreclosure resulting
from the acquisition of the shares, DAIKEN shall kmaC&H supply users
(manufacturers of building materials competing WitAIKEN) with certain types
of MDF, on substantially equal and reasonable temith DAIKEN and its
subsidiaries etc. for five years after the acqisit (See VI-1(7) B and VI-2(4) of
the Attachment

(Foot Note)

The JFTC has been authorized to conduct reviewshather business combination plans may be subdtgntia
restrain competition in particular fields of trdole following procedures prescribed in the AntimoalypAct. When a
notifying corporation submits the natification fotmthe JFTC and the JFTC receives it, the notifgimigoration is
prohibited from effecting share acquisition, etcquestion until the expiration of the 30-day waitperiod from the
date of receipt of the said naotification. During tivaiting period, concerning the business comtonati question,
the JFTC will normally either; (1) judge that thédsbusiness combination is not problematic in lighthe
Antimonopoly Act, or; (2) judge that more detailediew is necessary and request submission ofe¢bessary
reports, information or materials.

In the case of (1) above, to improve transpareiteoreview of business combination, the JFTC djiaé
notification to the effect that it will not issuecaase and desist order.

In the case of (2) above, the period when the JF& give notice prior to cease and desist ordell sleabxtended
until 120 days after the date of receipt of theifization or 90 days after the date of receipt bfraports etc.,
whichever is later. In case the JFTC judges inakiended period that the business combination iplajuestion is
not problematic in light of the Antimonopoly Act,shall give natification to the effect that it Wilot issue a cease

and desist order, same as the case of (1).
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Attachment

Detailed Results of the JFTC’s Review of the Prepo&cquisition of Shares of C&H
Co., Ltd. by DAIKEN CORPORATION

l. Parties

DAIKEN CORPORATION (hereinafter “DAIKEN”; the groumf combined
companies whose ultimate parent company is DAIKEBAIIDe referred to as the
“‘DAIKEN Group”) is a company engaged in manufaatgri and selling
wood-based materials such as medium density filaedo(hereinafter “MDF”) and
in manufacturing and selling interior finishing reaals made of wood-based
materials, etc.

C&H Co., Ltd. (hereinafter “C&H") is a wholly-owned subsidiary HOKUSHIN
Co., Ltd. (hereinafter “HOKUSHIN”; the group of combined coampes whose
ultimate parent company is HOKUSHIN shall hereieafbe referred to as the
“HOKUSHIN Group”), and it is engaged in selling puets manufactured by
HOKUSHIN (hereinafter the DAIKEN Group and the HORHIN Group shall be
collectively referred to as the “parties”).

[I. Outline of the case and the provision of apglile laws
This is a case where DAIKEN plans to acquire shafe€&H and obtain a
majority of the voting rights of all stockholder$ 6&H (hereinafter the “Share
Acquisition”). DAIKEN also plans to acquire shar@sSHOKUSHIN and increase
the ratio of voting rights it holds for HOKUSHIN approximately 15%.
The provision of applicable law is Article 10 otAntimonopoly Act.

[ll. Reviewing process and outline of the results
1. Reviewing process

In April 2012, DAIKEN voluntarily submitted to th&FTC a written opinion to
the effect that the company does not consider tihatShare Acquisition will
substantially restrain competition in the field tvAde of MDF, the product for
which the parties compete with each other, andetfear, the JFTC had meetings
with DAIKEN upon the request of the company. On iR@5, 2012, DAIKEN
submitted a notification concerning the plan on $fare Acquisition to the JFTC
under Article 10, paragraph (2) of the Antimonop#élgt. The JFTC accepted this
notification and launched the primary review. Whieceeding with the review
based on said notification and other documents gtdumby DAIKEN and the
information collected through interviews with usarsl competitors, etc., the JFTC
found that more detailed review should be necesgsrgordingly, on May 25,



2012, the JFTC requested a report, etc. from DAIKEN launched the secondary
review, and on May 28, the JFTC announced thatda launched the secondary
review and it would accept opinions from third pest

In the secondary review, the JFTC studied the imphat the Share
Acquisition might have on competition in the relevéields, based on the reports
and other documents submitted successively by DAIKE well as information
collected through interviews and questionnaire syswvith users and competitors,
etc. While most of the reports etc. requested tdKEN had been submitted by
around July 2012, the JFTC found it necessary pba@x the issues to the parties,
thus it provided an explanation on the issues émtlbased on its review results
available at that time. In response, the partibsnsited additional allegations and
documents, which were then examined by the JFT®s&yuently, the JFTC
indicated competitive problems in relation to saypees of MDF, namely, M-type
thin MDF and M-type thick MDF, and DAIKEN presentadnethod of resolving
these competitive problems. Following the consit@naby the JFTC, DAIKEN
submitted a report of the changes concerning thasores to resolve the
competitive problems.

By submitting the report and documents on Janudry 2D13, DAIKEN
submitted all reports etc. as requested by the JFTC

2. Outline of the review results
With respect to M-type thin MDF and M-type thick NDthe JFTC considered
that, assuming that DAIKEN implements the measitrdgas proposed to the
JFTC, the Share Acquisition would not substantiedistrain competition in these
fields of trade. The JFTC also found that the Shacguisition would not
substantially restrain competition in any otheldeof trade.
The details of the review results are as indicatd¥ to VI below.

IV. Joint Relationship to be Created by the Shazgquisition

As indicated in Il above, DAIKEN plans to (i) corxtuthe Share Acquisition
(acquire shares of C&H and obtain a majority of\tbéng rights of C&H), and (ii)
acquire shares of HOKUSHIN and increase the ratigoting rights it holds to
approximately 15%. Presently, the MDF manufacturg¢dHOKUSHIN in whole is
sold via C&H. The parties state that they will aoobusly sell the whole MDF
manufactured by HOKUSHIN via C&H after the SharegAisition.

Of these two acquisitions of shares proposed byKEAI, only (i) is subject to
the liability to submit notification under the Antonopoly Act. As a result of (i),
C&H will be jointly owned by DAIKEN and HOKUSHIN, tich will create an



indirect joint relationship between DAIKEN and HOKHIN. As a result of (ii),
DAIKEN will directly hold approximately 15% of theoting rights of HOKUSHIN,
and moreover, a new business alliance for the naatwing, etc. of MDF will be
established between DAIKEN and HOKUSHIN. Thus, theries of actions
accompanied with the Share Acquisition will creageint relationship between the
DAIKEN Group and the HOKUSHIN Group.

Therefore, in the sections below, this case willelkamined on the assumption
that a joint relationship will be newly createdweén the DAIKEN Group and the
HOKUSHIN Group as a result of the Share Acquisition

V. Particular field of trade
1. Product range
MDF is a kind of wood material, manufactured bygassing wood chips into
fiber, adding adhesive to such wood fiber, and ngsit. As it is made of wood
fiber, it has a smooth surface and square edgseshigh processability, and is less
likely to cause curvature or seasonal cracks wiaieh usually seen with rough
woods. MDF is mainly used as materials for intefinishing of buildings such as
flooring, and its major direct users are interioighing materials manufacturers.
The major purchasers of interior finishing mateyielade of MDF are residential
building manufacturers.
MDF with different characteristics are manufactudspending on the type of
tree from which the wood chips are made, thickridsthe product, and type of
adhesive used.

(1) Substitutability between different types of MDF
A. Substitutability between MDF made of differeppés of wood chips

There are two major types of wood chips that carused to make MDF,
those of hardwood trees and those of softwood (femeinafter MDF made of
the former type of wood chips shall be referrecaso“hardwood MDF” and
MDF made of the latter type of wood chips shallreferred to as “softwood
MDF"). Although these two types of MDF are not diguished from each
other under the Japanese Industrial Standards, (#I1%) generally said that
hardwood MDF is superior in water resistance, waersoftwood MDF is
whiter and less likely to affect the color of sudasheets.

According to the questionnaire survey that askedAMBers regarding the
substitutability between the two types, they wosNdtch approximately 30%
of hardwood MDF (softwood MDF) to softwood MDF (daood MDF)
should the price of hardwood MDF (softwood MDF)essby around 10%.



Also through price correlation analysis, a corielatvas found between prices
of hardwood MDF and that of softwood MDF.

Accordingly, MDF users recognize hardwood MDF aoftveood MDF as
substitutable, and it is considered that thereois\@ed to define the particular
fields of trade separately for these types of MDF.

B. Substitutability between different thicknessés8/@®F

There are MDF products of different thickness, mggfrom 2.5mm to
30.0mm. Generally, MDF of 5.5mm or thinner is caltein MDF, and that of
over 5.5mm is called thick MDF. Thin MDF is mainlysed as surfacing
materials by being affixed to the front and badesiof plywood, etc. and used
as base materials for flooring, doors, etc. ThicKODMis mainly used
independently as base materials for window framesps of stairways, etc..
According to the questionnaire survey that askedPMiBers regarding the
substitutability between the two types, the usersald switch only a very small
portion of thin MDF (thick MDF) to thick MDF (thitfMDF) when the price of
thin MDF (thick MDF) rises by around 10%. Thus, MDFers do not
recognize thin MDF and thick MDF as substitutable.

From the standpoint of the substitutability for gligrs, with respect to
manufacturing facilities of MDF, there are two tgpepending on the pressing
modes, namely continuous press and multi-stagespidge continuous press
can basically make any thickness of products botamly used to manufacture
thin products aiming to achieve production efficdgnThe multi-stage press is
mainly used to manufacture thick products aimingatthieve production
efficiency and it is incapable to manufacture aaserrange of thin products
which have high demands. Thus, the substitutaldbitysuppliers between thin
MDF and thick MDF exists to a certain degree betgbbstitutability is weak.

Accordingly, it is considered that it is necess@argefine the particular fields
of trade separately for thin MDF and thick MDF.

C. Substitutability between MDF made with differ¢ypes of adhesive used
MDF can be categorized into three types under y1&e type of adhesive
used, namely, MDF made with urea resin adhesiveyfld}, MDF made with
melamine resin adhesive (M-type), and MDF made witanol resin adhesive
(P-type). The water resistance increases in thisror
P-type MDF is used for buildings and structureserghs U-type and M-type
MDF are not used for this purpose. Therefore, R-tYfDF can be regarded as
a distinct type of MDF as compared to the other types.



According to the interviews that asked MDF usergjarding the
substitutability between U-type and M-type MDF,ythese high water-resistant
M-type MDF as materials to be situated at placed #re easily exposed to
dampness, such as window frames and flooring, vibnlepriced U-type MDF
is used for products that are not required to Haglk water resistance, such as
furniture. Thus, MDF users use different types ddMbased on the difference
in the type of adhesive used (level of water rasist) for different purposes.
Also according to the questionnaire survey of MB¥ers, they would switch
only a very small portion of U-type MDF (M-type MDRo M-type MDF
(U-type MDF) when the price of U-type MDF (M-typeD¥) rises by around
10%. Thus, MDF users do not recognize U-type MDH &htype MDF as
substitutable.

From the standpoint of the substitutability for pglrs, if they do
manufacture several types of MDF using the samduymtmn lines, they can
manufacture different types of MDF by changing tyyges of adhesive used as
inputs. However, if they manufacture only one typle MDF using with
production line, it is not easy for them to mantdiae different types of MDF
using the same production line, due to the necgssaestments in preparing
adhesive tanks, etc. and the lack of expertise anufacturing other types of
MDF. Thus, the substitutability for suppliers egishly to a limited degree.

Accordingly, it is considered that it is necess@argefine the particular fields
of trade separately for U-type MDF, M-type MDF, &dype MDF.

While the HOKUSHIN Group manufactures and sellsypet MDF, the
DAIKEN Group does not manufacture or sell this tggeMDF, which means
that these groups are not in a competitive relathgn(horizontal relationship)
for P-type MDF. In addition, since the interiorighing materials division of
the DAIKEN Group does not procure P-type MDF, thgseups are not in a
relationship where they deal in different tradingsipons regarding P-type
MDF (vertical relationship). Therefore, P-type MDWill hereinafter be
excluded from the scope of the review.

(2) Substitutability between MDF and other wooddzhmaterials
There are other types of wood-based materials dmatused for the same
purpose as MDF, namely, plywood (Note 1) and partoard (hereinafter “PB”)
(Note 2).
According to the interviews with MDF users, theyrooented that plywood is
less smooth on the surface and inferior in prodelisaas compared to MDF,
and that plywood is less useful due to its higlcgnvolatility. Through price



correlation analysis, correlation was not foundweaen prices of M-type thin

MDF and that of plywood. With respect to PB, acaogdio the interviews with

MDF users, most of them commented that althoughsRBlatively cheaper than
MDF, it is less smooth on the top surface and esession surface and is inferior
in strength, thus it is difficult to use PB as &%titute for MDF except for limited

applications. Also according to the questionnawevey of MDF users, they
would switch only less than 5% of M-type thin MDd-lywood or PB when the
price of M-type thin MDF rises by around 10%. ThiDF users recognize
MDF and plywood or PB as only slightly substitugbl

Moreover, due to the difference between the manurfag facility of MDF
and the manufacturing facility of plywood or PBe thubstitutability for suppliers
does not exist.

Accordingly, it is considered that it is necess@rydefine the particular fields
of trade separately for MDF and plywood or PB.

(Note 1) Plywood is made by laminating thin woodgla, made by paring
logs, so that the directions of the fibers areigiitrangles to one another, and
pasting them together using adhesive.

(Note 2) Particle boards (PB) are made by additngsigle to particles of wood
chips and pressing them into boards.

(3) Section summary
Accordingly, the JFTC defined “U-type thin MDF,” “type thick MDF,”
“M-type thin MDF,” and “M-type thick MDF” as the pduct ranges.

2. Geographic range
MDF products in the Japanese market, with some ptaces, are mostly
JIS-certified MDF, because Japanese users prefatupts that meet the JIS
standard. In this respect, Japanese users areediffen their disposition from
overseas users.
Therefore, the JFTC defined entire area of Japarkigts for all users in entire
area of Japan) as the geographic range.

VI. Review concerning substantial restraint of ceitpn
1. M-type thin MDF
The parties are both leading manufactures andrseifeM-type thin MDF. Thus,
firstly, the impact that the Share Acquisition wadbutave on the competition in
M-type thin MDF is examined.
(1) The status of the parties and the competitivason



In the market for M-type thin MDF, after the Shakequisition, the total
market share of the parties would be approxim&Bp (the largest share on the
market), the HHI would be approximately 5,500, dhd increment of HHI is
approximately 1,800. Therefore, the Share Acquisitioes not meet the safe
harbor standards for horizontal business combinat{dlote 3).

In this market, the parties are facing a leadinghwetitor, Company A (a
domestic manufacturer), which holds approximaté&§oeZhare.

(Note 3) See Guidelines to Application of the Amtimopoly Act Concerning

Review of Business Combination (JFTC, May 31, 2004)1(3).

[Market shares for M-type thin MDF in the FY2011]

Rank Company Name Share
1 HOKUSHIN Group | Approx. 45%
(C&H)
2 Company A Approx. 35%
3 DAIKEN Group Approx.20%
Overseas Less than 1%
B manufacturers
Total 100%

(2) Excess supply capacity
The utilization ratio of the facilities of all MDmanufacturers is nearly 100%.
Although it may be possible for them to increasedpction to a certain degree
by adjusting the operating hours or improving tmedpction facilities without
enhancing the existing facilities, none of themnsde have an adequate excess
supply capacity.

(3) Competitive pressure from overseas manufactpreducts
At present, overseas manufactures’ products areagdgound in the Japanese
market. According to the interviews with MDF usdfsy consider that overseas
manufactures’ M-type thin MDF cannot assure theeasary performance.
Thus, there is no competitive pressure from overseanufactures’ products.

(4) Entry pressure
Amid the declining birthrate and decrease in padputaof Japan, it is hard to
expect that the number of housing starts will inseedramatically in the future.
Under such circumstances, as it is necessary tesinseveral billion yen to



introduce the MDF manufacturing facilities and gtnot always easy to find a
supplier of wood chips, it is less likely that thewill be any new entrants in the
MDF market.

Thus, there is no entry pressure.

(5) Competitive pressure from neighboring markets
As mentioned in V-1(2) above, even when the prickldype thin MDF rises,
interior finishing materials manufacturers, whiale direct users of the product,
would switch only a small portion to plywood or RBss than 5%). Thus, there
is no (direct) competitive pressure from neighbgmmarkets.

(6) Allegations of the parties on the substitui&pibetween MDF and plywood,
etc. as interior finishing materials, and assesssbereof
A. Allegations of the parties

The parties allege that as interior finishing mater M-type thin MDF can
be substituted with plywood, etc., and this typeMIDF is under indirect
competitive pressure from neighboring markets.

Specifically, most demands for M-type thin MDF sed as a component of
base materials for flooring (M-type thin MDF pastedether with plywood is
used as flooring; hereinafter such materials shall referred to as “thin
MDF-plywood base materials”). In the market forigimed products of flooring,
those made of thin MDF-plywood base materials campeth those made of
materials consisting only of plywood (hereinaftepufe-plywood base
materials”). If the price of M-type thin MDF risethe price of flooring made
of thin MDF-plywood base materials would rise aciogly, and demands
would shift to flooring made of pure-plywood basatarials. The parties allege
that the markets for plywood, etc. pose indireanpetitive pressure from
neighboring markets on M-type thin MDF in this way.

B. Review and assessment of the allegations gbaintges
In addition to thin MDF-plywood base materials, eyywood base
materials are widely used as base materials farifig. In recent years, the
share of flooring made of thin MDF-plywood base enas has been
increasing, but flooring made of pure-plywood basserials still holds a large
share.
There are various types of flooring depending anfdatures in appearance
or characteristics such as color, pattern, andedusbr the features in
performances, such as scratch resistance and sasmnemoving stain. Based



on their skills and experiences, flooring manufeatsi adopt an appropriate
type of base materials (thin MDF-plywood base maleror pure-plywood
base materials), surface sheet, coating, etc. tkenfi@oring that has the
demanded characteristics and performances. Acagptdirthe interviews with
the residential building manufacturers, etc., whacl the major purchasers of
flooring products, since there is no such charaties or performances that
can only be achieved by thin MDF-plywood base mal®r they do not
particularly designate thin MDF-plywood base matsriwhen purchasing
flooring products but they would be willing to seht to flooring made of
pure-plywood base materials having the same charsiits or performances,
should the price of flooring made of thin MDF-plyashbase materials rises.

As indicated above, thin MDF-plywood base materatsl pure-plywood
base materials are available as base materialfofming, and purchasers of
flooring products adopt and procure the flooringvihg the nature or
performance that they need, without being fixatedaoy particular type of
base material. Thus, flooring made of thin MDF-pbptl base materials and
flooring made of pure-plywood base materials ara fierce competition, and
M-type thin MDF is under indirect competitive press from the neighboring
market. Consequently, the Share Acquisition iskehi to have an effect that
will result in substantial restraint of competitjosuch as raising the price of
flooring made of thin MDF-plywood base materials.

(7) Assessments concerning vertical market forects
A. Impact of the vertical market foreclosure on @atition
The DAIKEN Group is a MDF manufacturer and an imterfinishing

materials manufacturer engaged in manufacturingrifigg and other interior
finishing materials using MDF, etc., whereas the KHBSHIN Group is
exclusively engaged in manufacturing MDF. Therefdhe Share Acquisition
would have an aspect of a vertical business cortibmabetween the
HOKUSHIN Group, a MDF manufacturer, and the DAIKEXYoup, an interior
finishing materials manufacturer, thus the HOKUSHBxbup might sell MDF
to the DAIKEN Group under favorable conditions ineference to other
flooring manufacturers which do not manufacture MDJFthemselves and to
which HOKUSHIN has sold its MDF (hereinafter “indsqent flooring
manufacturer”) (vertical market foreclosure). ltfaas the DAIKEN Group is
a leading entity in the market for flooring and l@sadequate excess supply
capacity to manufacture flooring, it may have anlitgband incentive to
procure MDF from the HOKUSHIN Group in preferencedompetitors and



increase its production of flooring.

Some independent flooring manufacturers maintagcifp characteristics
or performances of their products by applying theim skills, etc. and by
exclusively taking advantage of the surface smasgbnetc. of MDF. Such
manufacturers would find it difficult to switch MDi#é plywood when the price
of MDF rises or the procurement of MDF becomegadiff. As indicated in (1)
to (5) above, although there is one leading corgretwvhich manufactures
M-type thin MDF as materials for flooring, it doeet have an adequate excess
supply capacity, and there is no competitive pmessfrom overseas
manufactures’ products or entry pressure, nor erethdirect competitive
pressure from neighboring markets. Under such gistances, if the vertical
market foreclosure occurs with regard to MDF maaoufieed by the
HOKUSHIN Group, which holds approximately 45% markshare,
independent flooring manufactures would have difficin taking competitive
actions.

According to the questionnaire surveys and intevsiavith independent
flooring manufacturers, many of them commented thay were concerned
that after the Share Acquisition, the HOKUSHIN Grauight supply its MDF
preferentially to the interior finishing materialssision of the DAIKEN Group
and alternatively reduce the amount of MDF suppbethem.

B. Measures proposed by DAIKEN
After the JFTC indicated to the parties the issndgated above, DAIKEN
has proposed that it would take the following measu

() For five years from the execution of the Shauogjuisition, with regard to
M-type thin MDF that C&H currently sells to usersher than the
DAIKEN Group (including its subcontracting manufactrs), DAIKEN
will have C&H deal with orders from such externaéts under reasonable
and substantially equivalent terms of trade to e¢hagplicable to the
supply to the DAIKEN Group in terms of the pricelantity, deadline for
delivery, quality, specification (thickness, sie¢;.) and other conditions;
provided, however, that this commitment shall npplg should the
volume of sales from C&H to external users (in cubieters) (hereinafter
the “volume of external sales”) for each businessryexceeds the
maximum volume of external sales during the moseme five business
years (per business year).

(ii) For five years from the execution of the ShAeguisition, DAIKEN will
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report to the JFTC, once every six months, reggrthe sales results of
M-type thin MDF sold by C&H to each user (e.g. dafeorder, price,
guantity, deadline for delivery, quality, specitica (thickness, size, etc.)
and other aspects).

C. Assessment of the measures proposed by DAIKEN

The measures proposed by DAIKEN represent its comemt that for a
certain period of time after the Share Acquisit{tive years), DAIKEN will
have C&H sell to external users the same quanfityl-type thin MDF as
that C&H currently sells to them, under reasonable substantially
equivalent terms of trade to those applicable soghpply to the DAIKEN
Group in terms of the price, etc.

During the period in which these measures are facef(five years),
independent flooring manufacturers will be abl@tocure the same quantity
of M-type thin MDF as heretofore from HOKUSHIN Gmuunder
reasonable and substantially equivalent termsanfetas compared to those
applicable to the DAIKEN Group, thus they will naave difficulty in taking
competitive actions.

As for the five-year period of implementation ofdsaneasures, even for
independent flooring manufacturers, which maintgpecific characteristics
or performances of their products using M-type thiDF, five years would
be sufficient to prepare for manufacturing floorwgh such characteristics
or performances by using materials other than tiDF-plywood base
materials (e.g. pure-plywood base materials), tlaier the end of
implementation of said measures, they would be #&bleontinue taking
competitive actions.

Accordingly, it is considered that assuming thatIRBN implements the
measures it has proposed, the Share Acquisitiohnetl cause a vertical
market foreclosure.

(8) Assessment under the Antimonopoly Act

As indicated above, in the market for M-type thilbF) the parties jointly
hold approximately 65% share. Although there is teaaling competitor, it
does not have an adequate excess supply capauityhare is no competitive
pressure from overseas manufactures’ products toy pressure, nor is there
direct competitive pressure from neighboring masketowever, in the market
for flooring, for which M-type thin MDF is mainly aed, there is an active
competition between flooring made of thin MDF-plysebbase materials and
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flooring made of pure-plywood base materials, thingere is indirect
competitive pressure from the neighboring markdts. view of such
circumstances, the Share Acquisition will not sabsally restrain competition,
such as raising the price of flooring made of tMiDF-plywood base materials.
Furthermore, assuming that DAIKEN implements thesoees it has proposed,
the Share Acquisition will not cause a vertical kear foreclosure.
Consequently, the Share Acquisition will unlikety have an effect that will
result in substantial restraint of competition he field of trade of M-type thin
MDF by any action taken by the parties unilaterallyn coordination with the
competitors.

2. M-type thick MDF
(1) The status of the parties and the competitivason

In the market for M-type thick MDF, after the Shakequisition, the total
market share of the parties would be approxim&Bp (the largest share on the
market), the HHI would be about 5,400, and the emmnt of HHI is
approximately 800. Therefore, the Shares Acquisititmes not meet the safe
harbor standards for horizontal business combinsatio

In this market, the parties are facing a leadinghwetitor, Company B (a
domestic manufacturer), which holds approximat€&8oeZhare.

The DAIKEN Group, one of the parties, holds a smaarket share,
approximately 5%, and its position as a manufactane seller of M-type thick
MDF is relatively less influential as compared t® position as a manufacturer
and seller of M-type thin MDF.

[Market shares for M-type thick MDF in the FY2011]

Rank Company Name Share
1 HOKUSHIN Group| Approx. 60%
(C&H)
2 Company B Approx. 30%
3 DAIKEN Group Approx. 5%
4 Company C Less than 5%
Overseas Less than 1%
B manufacturers
Total 100%

(2) Excess supply capacity, competitive pressuoenfloverseas manufactures’
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products, entry pressure, and competitive predsoime neighboring markets

The circumstances concerning M-type thick MDF ilatien to these factors
are the same as those concerning M-type thin MDkcated in VI-1 above.
That is, none of the manufacturers of M-type thMBF has an adequate
excess supply capacity, and there is no competpgressure from overseas
manufactures’ products or entry pressure, nor &ethdirect) competitive
pressure from neighboring markets.

(3) Substitutability between M-type thick MDF andywood as interior
finishing materials
Most demands for M-type thick MDF is for materid¢s window frames

(hereinafter “thick MDF base materials”). Windovarines made of thick MDF
base materials compete with those made of plywaase bmaterials, which
suggests that there is indirect competitive presfoom the neighboring
market. In this respect, the situation of M-typekhMDF is similar to that of

M-type thin MDF in which most demands for M-typanttVIDF is used as
base materials for flooring and there is a comipetibetween flooring made of
thin MDF-plywood base materials and flooring madepore-plywood base
materials.

(4) Assessment under the Antimonopoly Act

As compared with its position as a manufacturer seiter of M-type thin
MDF, the position of the DAIKEN Group as a manutaet and seller of
M-type thick MDF is less influential, and thus tBbare Acquisition will have
only a relatively small impact on the competitiorthe field of trade of M-type
thick MDF. In view of such circumstances, as well the fact that there is
indirect competitive pressure from the neighborintarket, the Share
Acquisition will not substantially restrain comgein, such as raising the price
of window frames made of thick MDF base materials.

Meanwhile, as in the case of M-type thin MDF, theaf® Acquisition would
have an aspect of a vertical business combinateiwden the HOKUSHIN
Group, a MDF manufacturer, and the DAIKEN Group, iaterior finishing
materials manufacturer, and it would make it difficfor window frame
manufacturers which do not manufacture MDF by theves to take
competitive actions. DAIKEN has proposed that ituwb take the same
measures for M-type thick MDF as those for M-typantMDF (indicated in
VI-1(7) B). Assuming that DAIKEN implements theseeasures it has
proposed, the Share Acquisition will not causeréiced market foreclosure.

13



Accordingly, the Share Acquisition is unlikely t@Je an effect that will
result in substantial restraint of competitionhe field of trade of M-type thick
MDF by any action taken by the parties unilaterallyn coordination with the
competitors.

3. U-type thin MDF and U-type thick MDF
(1) The status of the parties and the competitivason

In the market for U-type thin MDF, after the Shakequisition, the total
market share of the parties would be approximdiéhp (the largest share on the
market), the HHI would be approximately 3,500, dhd increment of HHI is
approximately 1,200. Thus, the Share Acquisitioesdnot meet the safe harbor
standards for horizontal business combinationsthis market, the parties are
facing leading competitors: Company D (a domestmuafiacturer), which holds
approximately 25% share, and Company E (a domesénufacturer), which
holds approximately 15% share.

In the market for U-type thick MDF, after the Shakequisition, the total
market share of the parties would be approximdiébp (the largest share on the
market), the HHI would be approximately 3,300, dhd increment of HHI is
approximately 1,200. Thus, the Share Acquisitioesdnot meet the safe harbor
standards for horizontal business combinationsthis market, the parties are
facing leading competitors, Company G (a domestnufacturer), which holds
approximately 25% share, and Company H and Comphngdomestic
manufacturers), each of which holds approximat@Bt khare.
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[Market shares for U-type thin MDF in the FY2011]

Rank Company Name Share
Approx.
1 DAIKEN Group
35%
Approx.
2 Company D PP
25%
3 HOKUSHIN Group Approx.
(C&H) 15%
Approx.
4 Company E PP
15%
5 Company F Approx. 5%
Overseas
- Approx. 5%
manufacturers
Total 100%

[Market shares for U-type thick MDF in the FY2011]

Rank Company Name Share
1 HOKUSHIN Group | Approx. 30%
(C&H)
2 Company G Approx. 25%
3 DAIKEN G Approx. 20%
4 Company H Approx. 10%
5 Company | Approx. 10%
Overseas Approx. 5%
B manufacturers
Total 100%

(2) Excess supply capacity, entry pressure, andpetitive pressure from
neighboring markets
The circumstances concerning U-type thin or thidRRVin relation to these
factors are similar to those concerning M-type tMDF indicated in VI-1
above. That is none of the manufacturers of U-tyye or thick MDF has an
adequate excess supply capacity, and there is mmp gressure, nor is there
(direct) competitive pressure from neighboring negsk

(3) Competitive pressure from overseas manufactpreducts
The quality standards that users require for U-tiyjigF are not as high as
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those for M-type MDF. Consequently, while overseamnufactures’ products
are scarcely found in the market for M-type MDRJapan, a certain volume of
overseas manufactures’ products are present iménkets for U-type thin and
thick MDF, holding approximately 5% market shargpectively.

According to the interviews with MDF users, sometlbém purchase a
certain volume of U-type MDF which are made by Kuoreor Indonesian
manufacturers and that are JIS-certified. Moreowssrcording to the
guestionnaire survey of MDF users, some of themuf@ature the surface
materials of door fittings or furniture etc. usibigtype MDF which are made
by overseas manufactures and that are not JiSieerti

Accordingly, there is competitive pressure to gaierdegree from overseas
manufactures’ products.

(4) Substitutability between U-type MDF and plywoedc. as interior finishing

materials
U-type MDF is used for products that do not neeldegavater resistant, such

as door fittings and furniture. For such usagepwpbd, PB and the like are
actually being used as substitutes for U-type MDOWere is no such
characteristic or performance that can only be eagd by MDF. Interior
finishing materials made of U-type MDF compete vitibse made of plywood,
etc., which suggest that there is indirect competitpressure from the
neighboring market.

(5) Assessment under the Antimonopoly Act

Both in the markets for U-type thin MDF and U-tyijpéeck MDF, the parties
jointly hold approximately 50% share. Although narféhe manufacturers of
U-type MDF has an adequate excess supply cap#ugne are a few leading
competitors. Furthermore, there is competitive fuwes from overseas
manufactures’ products. In view of such circumsgsnthe Share Acquisition
will not substantially restrain competition, suchraising the price of interior
finishing materials made of U-type thin MDF or Usg/thick MDF.

As in the case of M-type MDF, there may be a camtieat a vertical market
foreclosure will occur for U-type MDF when the HOBHIN Group, a MDF
manufacturer, becomes a member of the DAIKEN Grangnterior finishing
materials manufacturer. However, should it becodi#gult for MDF users
to procure U-type MDF from the parties, since theme a few other
manufacturers which make U-type MDF and it is passio use overseas
manufactures’ products as a substitute, the Shegaisition would not make
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it difficult for interior finishing materials manattures which use U-type
MDF to take competitive actions.

Accordingly, the Share Acquisition is unlikely t@Je an effect that will
result in substantial restraint of competition lne field of trade of U-type thin
MDF or U-type thick MDF by any action taken by th&rties unilaterally or in
coordination with the competitors.
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Flowchart of Business Combination Review (Refergnce

__________________________________________

Receipt of notification of business combinationpl

5%

Prior notice

- Request for reports, etc.

- Acceptance of third

required for review

parties’ opinions

\ 4

Notification to the effect]
that a cease and desist
order will not be issued

P

Within 30 days
(Primary review)

»id
|

Receipt of reports, etc.

A 4

Prior notice

Notification to the
effect that a cease andl
desist order will not bd
issued

Within 90 days

(Secondary review

y

v

(Demand for a trial)

Opportunity tostate opinions
andsubmi evidenc:

\4

Cease and desist order

v

Decision (Dismissal of demand)
Decision (Rescission or change of order

\ 4

Action to rescincthe decisior

(Case)

A 4

\4

Cease and desist order
not issued

Final and binding
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(Note)

Note: When a notifying corporation requests

solving the issue in question).

|
explanations about issues, etc. during the :
reviewing period, the JFTC will explain the :
current issues. Notifying corporation can alsb
submit to the JFTC written opinions or any E
other materials it believes necessary for theé

review (including offers to take remedies for:



