This is Komori, from Fujifilm Holdings.
Thank you very much for participating today.
Fujifilm Holdings has come to an agreement with Xerox Corporation regarding
Fujifilm Holdings’ acquisition of 50.1% stake in Xerox, as well as the combination of
our subsidiary Fuji Xerox with Xerox.
First, I will explain the rationale and objectives of this transaction.

I will start with an overview of the transaction.
After the transaction, Fuji Xerox will be combined with Xerox, thereby becoming its
100％ subsidiary, and Fujifilm Holdings will own a 50.1% stake in Xerox.
Over this transaction, no cash outflow from FUJIFILM group would be necessary.
The current Xerox Corporation would be renamed “Fuji Xerox” while maintaining
NYSE listing.
It is planned that I would be named Chairman of the BoD and current Xerox CEO
Jeff Jacobson would be named CEO of the New Fujifilm Xerox.
The New Fuji Xerox would have dual headquarters in Minato, Tokyo and in Norwalk,
CT USA.
The New Fuji Xerox will become a world-leading document solution company,
accelerating its growth by offering new value in office productivity improvement, as
well as by expanding into new markets such as industrial printing.

The combination of these two companies will lead to the birth of one of the largest
document solution companies in the world in terms of revenue.
By combining the management, the New Fuji Xerox will be able to operate under a
globally unified management strategy, and will improve its earnings capability
through sales expansion and cost improvement, based on synergies.
Moreover, the New Fuji Xerox will benefit not only from its size but also from its top
level management resources, including its vast array of technologies, high quality
talent and strong brand power.
In addition, by leveraging its technologies with the vast and unique technologies of
FUJIFILM HD, such as photography, inkjet, photo-lithography, optical etc., New Fuji
Xerox will develop innovative products and expand its market domain.

Next, I will explain the business strategy of New Fuji Xerox.
New Fuji Xerox will execute a globally unified marketing strategy, and provide
competitive products and services, gain market share in each region, and reach by
meeting needs of global customers.
Moreover, by optimizing the entire value chain, including R&D, production,
procurement and logistics, New Fuji Xerox will simultaneously achieve the capability
of making timely launches of new products, and better cost competitiveness.
New Fuji Xerox will accelerate innovation, by applying Fujifilm HD’s wide range of
advanced technologies.
For example, by combining the image processing technologies, which FUJIFILM HD
has strengths in, with New Fuji Xerox’s AI technologies, it will be able to offer
Solution Services that make a significant contribution to business process
automation and productivity improvements on behalf of its customers.
By leveraging the AI technologies, New Fuji Xerox will make business processes of
our customers more efficient and improved, making the most use of big data
stimulated through our MFPs installed at the office.

We will pursue a further leap in our document business, by utilizing our
management resources, including brand power, high quality talent, client base, to
the fullest extent in our global business expansion.
We will secure investment capability post this transaction with no cash outflow from
FUJIFILM group. Our policy of actively investing in businesses such as healthcare
and highly functional materials remains.
By simultaneously executing the two strategies – further strengthening the
document business, our largest business, and continuing growth investments in
business areas that will become the future pillars, we will further accelerate the
corporate value improvement of FUJIFILM HD.
Since the founding of Fuji Xerox, FUJIFILM HD and Xerox have deepened our
cooperation in the past 56 years, and built a strong relationship of trust.
This transaction is the optimal conclusion for both Fujifilm and Xerox, reached after
evaluating various options to enhance each corporate value.
Please look forward to the next steps by New Fuji Xerox in the document solution
business and further growth of FUJIFILM group as well.

This is Kenji Sukeno of FUJIFILM HD.
I will go over the business outlook of New Fuji Xerox.

I will start with a structure of the transaction.
Fuji Xerox buys back 75% of its own shares from FUJIFILM HD for 671.0Bn yen,
raising Xerox’s stake in Fuji Xerox from 25% to 100%.
Also, special dividend will be paid from Xerox to current Xerox shareholders.
FUJIFILM HD will use the cash of 671.0Bn yen (=$6.1Bn) received from Fuji Xerox,
to purchase Xerox’s new shares and own a 50.1% stake in New Fuji Xerox.
After completion of transaction, while Fuji Xerox will be combined with Xerox to be
its wholly owned subsidiary, FUJIFILM HD will own management rights of New Fuji
Xerox.
Again, no cash outflow from the FUJIFILM group over this transaction shall be seen
by leveraging the cash received in exchange for 75% Fuji Xerox shares to purchase
new shares of Xerox.

First, allow me to once again introduce Fuji Xerox and Xerox, the two companies
that will be combining.
Fuji Xerox was founded as a domestic sales company in 1962. It was a joint venture
between Fuji Photo Film and Rank Xerox.
Since then, it has expanded its functions from sales to development and production,
while extending its sales territory to all of the Asia Pacific, and has steadily grown its
business.
Today, it’s sales exceed 1 trillion yen, and is known as one of the rare success cases
of a cross border joint venture.
At present, Fuji Xerox has established a powerful presence in the Asia Pacific region,
including Japan.
Xerox was founded in 1906, and has been leading the office productivity revolution
over the years since then, developing the first plain paper copier in the world using
its xerography technology.
Xerox has strong brand power in the office market around the world, and conducts
business worldwide with the exception of Asia Pacific, centered in the Western
markets.
As you can see, the two companies have a long history of cooperation. They have
been supporting their customers’ communication activities and value creation
through various products and services in their respective territories, and offering
solutions and services that help solve management/business issues.

Next, I will explain the market environment of the document business.
The state of the office document market is quite different between developed and
emerging countries.
The office document market in developed countries is seeing a decline in paper
output volume, but the market size remains large, and demand is expected to
remain robust going forward.
However, it is becoming difficult to sustain growth using the traditional business
model of generating profits from consumables and maintenance services in addition
to selling hardware.
In order to continue growing in such an environment, it is important to expand the
office solutions & services business, capture needs for productivity improvement that
will heighten with technological advances in AI, IoT, cloud etc., and expand into
large markets such as commercial printing.
Meanwhile, in the emerging countries, economic growth is driving the expansion of
the office document market, and there is sufficient room for growth even with the
traditional business model. Moreover, in the urban areas, there is demand growth
for solution & services similar to that in developed countries.
In the next slide, I will go over the strengths of Xerox and Fuji Xerox, with the
current market conditions in mind.

Xerox not only developed the plain paper copier, but has been creating new
business models and leading the office productivity revolution, for example as
pioneer in introducing Managed Print Services, which optimizes the office printing
environment and manages it on behalf of customers. Xerox has secured significant
presence in North America, the largest market in the world, as well as in other
markets. Xerox is the pioneer in the services business, having strong position in MPS
for large enterprises and centralized print services, and has a high quality customer
base and sales network.

Next, let me illustrate Fuji Xerox’s strengths.
Fuji Xerox has strong operational capabilities in all functions including R&D,
production and sales. As the global supplier of its own brand as well as the Xerox
brand, Fuji Xerox is in charge of multiple processes, ranging from R&D to
production.
Fuji Xerox has a powerful customer base, including large enterprises and
government bodies, and a sales network covering all of Asia Pacific, including Japan.
In the Solutions & Services area, Fuji Xerox has secured strong position in Asia
Pacific, thanks to its collaboration with Xerox, the pioneer in the field.

Next, I will explain the synergies that New Fuji Xerox will achieve.
FUJIFILM HD, Fuji Xerox, and Xerox have their own advantages in business which
secure their business growths. We will be able to combine and thereby maximize
each others’ strengths though this combination, leading to a “Win-Win-Win”
relationship that can generate powerful synergies.
Going forward, the three companies will conduct business as one, generating
powerful synergies by combining the strong R&D, production and sales capabilities
of Fuji Xerox mentioned earlier, together with Xerox’s advantages in the Solutions &
Services domain, with FUJIFILM HD’s mid-to-long term strategic abilities and speedoriented management.
The transaction enables New Fuji Xerox to offer global companies solution & services
based on the unified platform, which would further enhance our customer
satisfaction.
In addition, FUJIFILM HD’s methodology and experience of turning business
structures around and revitalizing businesses successfully as well as financial
strength will be of help in executing the growth strategy of the New Fuji Xerox.
Meanwhile, the vast range of basic technologies and inkjet-related technologies of
FUJIFILM HD are highly compatible with New Fuji Xerox’s business, and we can
expect to see significant collaboration effects.

Now, I will go over the sales and cost synergies.
We expect the combination to lead to at least $1.7Bn cost savings per annum by
FY2022, including $0.65Bn from production mainly with optimization of production
facilities, $0.4Bn from SG&A by mergers of administrative operations and others.
We also expect to enjoy the synergies up to $1.2Bn per annum in two years.
Sales synergies will include the enrichment of the product portfolio, the provision of
Solution Services through the technological combination with FUJIFILM HD,
innovative product development, as well as expansion into new markets.
Cost synergies will include various effects, through the optimization of the entire
value chain including R&D, production, procurement and logistics, which will allow
timely launches of new products and better cost competitiveness.
Furthermore, as part of the cost improvement efforts, we will take the opportunity of
this combination to conduct fundamental structural reforms at Fuji Xerox, thus
becoming leaner and meaner.

I will now explain the governance and business execution at the New Fuji Xerox.
FUJIFILM HD will be appointing 7 out of the 12 Board members, securing the
majority, and thus leading the governance of New Fuji Xerox. The remaining 5
Board members will be appointed from the current independent Directors of Xerox.
The BoD, whose chairman is Shigetaka Komori will secure the governance of the
New Fuji Xerox.
As a U.S. listed company, and in order to establish a governance structure that fully
takes into consideration minority shareholders, independent directors will be
appointed, and a Conflicts Committee comprising of independent directors will be
placed in the Board. This Committee will evaluate and approve in advance related
party transactions between Fujifilm and New Fuji Xerox, from a conflict of interest
perspective.
In terms of business execution, an organizational structure that maximizes the
strengths of both Fuji Xerox and Xerox will be established, and appointments will be
made accordingly, regardless of capital relations or which company the individual is
from.

Now I will talk about the financial impact, of making New Fuji Xerox a subsidiary, on
our consolidated books.
This is for reference purposes only, but if you do a simple addition of our results and
Xerox’s results for FY2016, total sales will become 3.3tn yen, up 45% from 2.3tn
yen, and operating income will become 235bn yen, up 35% from 172.3bn yen.
As for operating income, we are expecting at least $1.7Bn synergies by FY2022.
We will seek to achieve the 8.0% ROE target for FY2020 early, through these
measures to improve profitability.

Lastly, I will go over the expected timeline.
We expect the closing to take place some time in June through September this year,
following approval in Xerox’s shareholders’ meeting, as well as the various approvals
from the authorities.
This concludes my presentation regarding the strategy and governance of New Fuji
Xerox, as well as FUJIFILM HD’s business outlook.
Taking this transaction into consideration, we will develop a new medium-term
management plan of FUJIFILM HD before long.
Thank you for your attention.

