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Tamai Steamship Co., Ltd.
A-PLACE Tamachi East, 5F
2-16, Shibaura 3-Chome
Minato-ku, Tokyo, Japan

Board of Directors

We are Hibiki Path Advisors, a Singapore-based institutional investor (hereinafter referred to as “we”), and we have
submitted a large shareholding report to notify that our share has exceeded 5%. Since we manage long-term capital on
behalf of domestic and international clients, such as pension funds, we evaluate investment opportunities from various
perspectives, with particular emphasis on “undervaluation of stock price relative to the intrinsic value” and “the
management’s ability to engage in constructive dialogue and enhance value together with us.” We conduct our
investments with a mid to long term perspective, without being swayed by daily fluctuations or quarterly performances.
While we are often referred to as an “activist investor,” our fundamental stance is to engage with management in a
friendly and constructive manner, exchanging views sincerely and patiently. Only if a fundamental divergence of
opinion arises on the realization of corporate value enhancement, would we, as a last resort and in the spirit of

shareholder democracy, submit a shareholder proposal and let all shareholders decide on the matter.

Our initial interest in your company was prompted by the announcement made on July 14 of this year titled
“Announcement of Policy on Responding to a Potential Large-Scale Share Purchase by Mr. Sun You Ning” (the
“Takeover Response Policy”). Recently, we have observed listed companies such as Aska Pharmaceutical Holdings
Co., Ltd., Fuji Media Holdings, Inc., and Bunka Shutter Co., Ltd., adopt takeover response policies that we view as
excessively defensive. We hold strong concerns that such measures undermine shareholder sovereignty and hinder the
dynamic development of the market for corporate control in Japan. In the midst of following this market trend closely,
we noted with particular interest that your company, despite its relatively small market capitalization, also decided to
introduce such a policy. We subsequently reviewed your corporate website and disclosure materials, such as the
medium-term management plan entitled “STEP Forward 2026 and your securities reports. Based on our analysis, we
concluded that your shares were significantly undervalued, which led us to acquire your company’s shares in the

market.

According to our research, the combined estimated value of the seven vessels currently listed on your website has
been on an upward trend, reflecting higher new-build prices and supply shortages. On a conservative basis, we estimate
their aggregate value to exceed JPY 14 bn. After deducting the book value of vessels on the balance sheet! of JPY 8.7
bn, the after-tax unrealized gain amounts to roughly JPY 3.7 bn. Adding this to the book-value net assets of JPY 9.0
bn results in total adjusted net assets of JPY 12.7 bn. In theory, this equates to an “adjusted” net asset value of
approximately JPY 6,500 per share. At the current share price of JPY 2,378 (closing price as of September 24, 2025),
your stock trades at a discount of roughly 63%—well below your company’s theoretical liquidation value. We

therefore regard your shares as highly undervalued, which underpins our recent decision to acquire shares above 5%.

''Q1 FY3/26 Results Summary
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In our understanding, the shipping business follows a typical IRR?-based profit model. The initial vessel investment
involves a significant cash outflow, which is then covered by annual operating cash inflows during the period of
operation, followed by the sale of the vessel when market prices are favorable, with the proceeds reinvested in the next
project. This framework is also explained in your company’s mid-term management plan materials (p.12, Figure 1).
In fact, this business model is highly compatible with the capital markets. When a company’s stock price is highly
valued due to factors such as a bright outlook for the business, its cost of capital in the market is lowered. This enables
capital raising through equity issuance at attractive market values and the subsequent deployment of those funds into
projects that generate high IRRs that exceed the cost of capital. This forms a value-creating growth cycle that is often
cited as a textbook example in corporate finance. Conversely, when shipping conditions weaken and the stock price is
depressed, the company can deploy cash to acquire secondhand vessels at attractive prices. Moreover, if its own shares
are trading significantly below intrinsic value and the underlying fleet value due to excessive market pessimism,
buyback can yield an even greater IRR effect, while simultaneously signaling to the market that the company’s shares

are excessively undervalued.

Fig. 1: Company disclosure materials (Japanese Only)
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(Source: your company’s medium-term management plan presentation materials)

While we recognize that it is a fundamental duty of any listed company to continue efforts to gain the understanding
of shareholders and investors through active dialogue with the capital markets, we believe the essence of corporate
management lies in skillfully navigating the market’s cycles of “exuberance and pessimism”, driven by

macroeconomic conditions and geopolitical risks, to raise capital and fund growth investments.

2 IRR: Internal Rate of Return
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In this regard, we are not in a position to speculate on the content or nature of your company’s discussions with
specific investors, and that is not the intended focus of this letter. However, with respect to your company’s recent
decision to adopt a Takeover Response Policy, we, as a minority shareholder, feel there are two serious issues when

compared against your company’s past track record as a listed company in enhancing corporate value.

The first issue, regrettably, is that both as a business entity and in terms of stock price performance, your company
has not delivered sufficient results. Over the past ten years, your company’s average ROE® has been 4.7%, significantly
below the 8% minimum target recommended in Japan’s Ministry of Economy, Trade and Industry (METI)’s Ito Report.
Moreover, over the past 15 years, your company’s shares have also traded consistently below book value (P/B ratio of
<1.0x), with the sole exception of the temporary surge during the 2021 shipping boom. Furthermore, when measured
against adjusted net asset value, which reflects the estimated market value of the fleet, the shares were even more

undervalued. Despite this, shareholder returns have remained extremely limited, with a payout ratio of around 20%.

Given such a persistently depressed stock price, we find it problematic from a governance perspective that, instead
of reflecting on whether past management performance has been sufficient or whether reasonable efforts have been
made to realize your company’s true intrinsic value, your board have hastily adopted a Takeover Response Policy by
citing a general and somewhat superficial rationale that an unsolicited acquisition “may damage the Company’s
corporate value and common interests of shareholders.” As long-standing institutional investors in the capital markets,
the real issue lies precisely in management’s failure to address such prolonged undervaluation. Yet, before clearly
committing to enhancing corporate value, your company has put forward a Takeover Response Policy that effectively
endorses the current management and governance structure. While views may differ depending on one’s standpoint,
from ours, this decision appears to be motivated more by “management’s self-preservation” than by a commitment to

corporate value.

The second point concerns the design of this Takeover Response Policy. According to your company’s Takeover
Response policy disclosed on July 14, 2025, it is stated that, “if the Large-scale Purchaser does not comply with the
procedures (...omitted...) and intends to carry out the Large-scale Purchase etc., the Board of Directors will also take
certain countermeasures with full respect for the opinion of the Independent Committee.” In summary, the ultimate
decision rests with the Board of Directors (including the members of the Independent Committee), the very body under
whose oversight the company’s share price has stagnated for many years, instead of the general meeting of

shareholders.

Additionally, while approval rates for directors appear high on the surface, in the 95% to 98% range at the Annual

General Meeting held on 23" June 2025, in reality, roughly 11,000 voting rights were exercised, representing only

about 58% of the total 19,000 voting rights, a strikingly low figure. Whether or not this outcome was intended, the

situation outwardly resembles low voter turnout in Japan’s political elections, a result of widespread political

* To exclude the impact of non-recurring (extraordinary) gains and losses, we use NOPAT (net operating profit after tax)
as the numerator for ROE. If reported net income were used instead of NOPAT, the figure would be lower at 2.8%.


https://www.meti.go.jp/policy/economy/keiei_innovation/kigyoukaikei/ito_review__released_august2014_en.pdf
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indifference. In this case, it implies that over 40% of your shareholders have abandoned their evaluation of corporate
management, signifying “a lack of interest or expectation in the future of your company’s management or business”.

From a governance standpoint of a listed company, this is highly problematic as it suggests that decisions at the general

meeting are essentially determined by a handful of shareholders who are presumed to have a strong interest in your

company (e.g., business relationships), not from the standpoint of a shareholder. We recognize this as not only a

problem faced by your company in terms of failing to secure sufficient opportunities for communication with
shareholders through voting rights and other shareholder rights, but also a structural issue in Japan’s equity market,
where the large number of listed companies and their relatively small market capitalizations contribute to shareholder

indifference.

As an engagement investor that places the enhancement of our portfolio companies’ governance standards as a
critical investment agenda, we became interested in your company after the sudden announcement of the Takeover
Response Policy. We find it most regrettable that we had not been familiar with your company’s intrinsic value until
then. As part of our research on new investment candidates, we submitted our first interview request via third-party
website on August 14 this year, following the release of your first-quarter results, but received a prompt decline on the

same day. On the following business day, August 15, we sincerely followed up by phone to request a meeting once

again. Unfortunately, we were declined again and told that “given the current workload, we do not accept individual

interviews from investors.” When our representative politely inquired into the reasons for refusing investor meetings,

we were informed that we could only submit questions by email and receive brief written responses. These responses
suggested little evidence of serious consideration toward our sincere request, and directly counter our guiding principle
with which we evaluate potential investments: “management’s willingness to engage in constructive dialogue and
enhance value together.” At the same time, we cannot help but question whether such an approach truly reflects an
appropriate model of shareholder communication for a listed company striving to enhance corporate value. In an
environment where the Tokyo Stock Exchange actively encourages dialogue with the capital markets, we find this

response deeply disappointing.

Nevertheless, based on our independent assessment that your company’s shares are significantly undervalued, we
have continued to purchase stock in the market and have now come to hold more than 5% of your company’s
outstanding shares. Accordingly, we respectfully request in-person meetings: firstly, a one-on-one meeting with
President and Representative Director Mr. Tetsuya Kiyozaki, and thereafter separate meetings with the independent

external directors (Mr. Yasunori Okamoto, Mr. Ken Kinoshita, Mr. Hiroshi Tamai, and Mr. Teruyuki Sago).

In advance of our requested meetings, we would like to submit three requests as a minority shareholder whose
principal aim is to enhance corporate value through constructive engagement, without reliance on defensive measures
such as takeover-response policies, but rather in the spirit of “sanpo-yoshi” (“good for the company, customers, and
shareholders”). Furthermore, in order to broaden awareness of the common interests of shareholders and to re-engage

the many minority shareholders who appear to have lost interest in your company’s future, we intend to make this
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letter public. We sincerely hope your company will pursue the enhancement and maximization of its true intrinsic

corporate value.

25 September 2025

Hibiki Path Advisors Pt

The accuracy of the data and information collected in the preparation of this document is taken with great care, but the accuracy is not guaranteed.
In addition, this document does not solicit applications for or recommend the sale of certain securities, or provide advice on investment, legal, tax,
accounting, etc. In respect of information that has been prepared by Hibiki Path Advisors (and not otherwise attributed to any other party) and
which appear in the English language version of this letter, in the event of any inconsistency between the English language version and the Japanese

language version of this letter, the meaning of the Japanese language version shall prevail unless otherwise expressly indicated engagement amongst
all shareholders.
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Letter of Request

Request 1: Disclosure of an Over-The-Cycle ROE Target and a Fundamental Review of Capital Policy

In the current medium-term management plan, STEP Forward 2026, the ROE target of 5-10% is, in our view, overly
conservative, and the dividend payout ratio target remains low at 20%. We believe these are primary reasons why the
market’s valuation of your company’s shares has failed to improve. We fully recognize that in the shipping industry,
market cycles are long and highly volatile, and thus, short-term ROE fluctuates significantly, making target-setting
inherently difficult. However, we respectfully request that you establish a target on an “over-the-cycle” basis —
averaged across three to seven years. We believe such a target should not fall below 10%, given the limited prospects

for industry growth.

Furthermore, in line with practices commonly adopted in similarly highly volatile industries such as pharmaceuticals,
we request that your company introduce a DOE (Dividend On Equity) policy with a minimum threshold of 8%,
together with a progressive dividend policy. By doing so, you would demonstrate to the capital markets a commitment
to stable shareholder returns. On that basis, by deliberately and resolutely reducing capital, you would enhance per-
share value and bring the stock price closer to fair value, while also maintaining the flexibility to respond to new vessel

investments through agile financing, whether through cash on hand, debt, or equity (via equity issuance).

We respectfully request that a new plan incorporating these measures be finalized and announced by the end of

FY3/26. From our perspective, as the management of a listed company whose objective should be to encourage broad
investment from both domestic and global investors, unless you decisively break away from the closed and insular
past practices to demonstrate the resolve to proactively utilize the capital markets and pursue growth together with

your shareholders, it will be extremely difficult to eliminate the persistent discount of your company’s stock.

Request 2: Disclosure of Investigation Progress and Withdrawal Depending on the Findings regarding Takeover

Response Policy

In your company’s Takeover Response Policy announced on July 14 of this year, it was stated: “In light of the
following facts, which are, however, currently still under investigation, the Company cannot deny the possibility that
Mr. Sun is in substantial collaboration with ISC Corporation (“ISC”), a company that has submitted a large-volume
holding report regarding Company share certificates etc., to buy up Company shares.” From the other disclosed

materials, it appears that a series of inquiries and responses have been exchanged since then. However, no disclosure

of the content has been made public, and your company has maintained for two months its Takeover Response Policy

on the basis of a weak justification that “the Company cannot deny the possibility (of a joint share acquisition)”.

Moreover, ISC, one of the investor groups in question, submitted large-shareholding reports on September 3 and 4,

indicating a reduction in its stake. While we recognize that your company have been complying with timely disclosure

4 This represents the level required to deliver the 8% ROE advocated in METI’s Ito Report as cash returns to shareholders.
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rules, the only information made available to shareholders during this two-month period has been the announcement
of exchange of questionnaires and receipt of responses, which from the perspective of disclosure to general
shareholders, is highly insufficient and insincere. We therefore request that you promptly disclose the results of your
investigation. Moreover, should it be confirmed that the two parties are not acting in concert as investors, we strongly

urge the immediate withdrawal of this Takeover Response Policy.

Request 3: Establishment of a “Corporate Value Enhancement Committee” (tentative name) to Re-examine the

Purpose of Listing

We recognize that thorough deliberation and review of the matters requested under Request 1 will necessarily
require sufficient time. In the meantime, however, based on your company’s past performance and the outcomes of
ROE management, we have come to harbor doubts as to whether the internal directors possess the resolve to
continuously enhance and grow corporate value as a listed company. The recent announcement of your Takeover
Response Policy has only reinforced these concerns. As we noted in our public letter to our portfolio companies dated

October 24, 2024, titled “Merits and Challenges of Being Publicly Listed” , we regard the most important significance

of being publicly listed as a “powerful tool to win in a competitive landscape . Specifically, it allows companies to
secure a fair stock valuation in the market and comparative advantages, which in turn enables dynamic growth

strategies in M&A and capital raising by gaining market support. This is precisely the intent behind Request 1.

Accordingly, we request that a “Corporate Value Enhancement Committee” (provisional name) be established
immediately, with participation of external directors and external subject experts and advice from a financial advisor.
We further request that the Committee, within a fixed period of ideally 3 to 6 months, conduct a rigorous review,
including whether the current internal directors are fit to discharge their responsibilities, and determine, together with

your stakeholders, the optimal path forward.

25 September 2025

Hibiki Path Advisors Pt

The accuracy of the data and information collected in the preparation of this document is taken with great care, but the accuracy is not guaranteed.
In addition, this document does not solicit applications for or recommend the sale of certain securities, or provide advice on investment, legal, tax,
accounting, etc. In respect of information that has been prepared by Hibiki Path Advisors (and not otherwise attributed to any other party) and
which appear in the English language version of this letter, in the event of any inconsistency between the English language version and the Japanese
language version of this letter, the meaning of the Japanese language version shall prevail unless otherwise expressly indicated engagement amongst

all shareholders.



https://www.hibiki-path-advisors.com/wp-content/uploads/2024/10/Merits-and-Challenges-of-Being-Publicly-Listed-Oct.2024.pdf

