Today, FUJIFILM Holdings announced that we have entered into a definitive
agreement with Xerox, under which we will acquire the 25% stake in Fuji Xerox
owned by Xerox. Fuji Xerox will operate as a wholly owned subsidiary of FUJIFILM
Holdings.
In January 2018, Fujifilm HD and Xerox announced a plan to combine Fuji Xerox with
X
Xerox.
FFollowing
ll i the
h announcement, the
h NY SSupreme C
Court iissued
d a preliminary
li i
injunction on the transaction, which eventually was overturned. Xerox unilaterally
declared a cancellation of that agreement and we immediately sued Xerox claiming
damages for breaching its agreement with us.
It has been nearly a year and a half since then, and we are excited to start a new
chapter for Fujifilm and Fuji Xerox. Fuji Xerox has shown strong business
improvement. Operating income margin is expected to increase to approximately
12% in FY2020/3. I am confident that this new transaction is the best alternative and
a necessary step to making Fuji Xerox an even stronger company.
company
By acquiring the 25% stake of Fuji Xerox, our net income attributable to
shareholders would be increased for the contribution of a non‐controlling interest of
Fuji Xerox. Fuji Xerox will continue to supply products to Xerox in the mid‐ to long‐
term after completion of this transaction. At the same time, Fuji Xerox will be able
to further strengthen its business through expanded OEM opportunities globally,
including the U.S. and Europe, leveraging our world‐leading product development
and manufacturing capabilities. This transaction enables us to expand and
strengthen our Document business in new areas.
areas Full ownership of Fuji Xerox will
facilitate faster decision making in investment and development of new products
along with flexible execution strategies in this rapidly changing business
environment.
Through this transaction, the cooperative relationship between Xerox and Fujifilm
will be even stronger. We will have a new collaborative partnership.
By expanding our business presence in growth sectors, we will accelerate synergy
creation within the Fujifilm Group.
This transaction is an ideal next step for Fuji Xerox to continue growing and together
with Fujifilm, to serve our stakeholders very well. It also reflects our commitment at
Fujifilm Group to create innovative products that contribute to society. We will be
doing this under the spirit of “NEVER STOP”, as we keep moving forward and
evolving.
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I am Kenji Sukeno, President and COO of FUJIFILM Holdings.
Fuji Xerox is well known as one of the most successful cross‐border
joint ventures. Throughout its 57‐year history, it has innovated the
office working space by providing office related products and
solutions to increase productivity. Fuji Xerox expanded into the Asia‐
Pacific market, including Japan, and has grown into a company with
revenues exceeding one trillion yen.
However, given the increasing uncertainty in the global economy and
heightened industry competition, we have decided it is best to have
Fuji Xerox become a wholly‐ owned subsidiary. In this way, we can
further strengthen our Document business and realize growth in
Healthcare and Highly‐Functional materials while expanding new
business opportunities.
I will explain the details and the rationale and benefits of the
transaction on the following slides.
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In this slide, we will provide the transaction overview, which consists
of two factors.
First, FH will become the 100% owner of Fuji Xerox. Currently, Fuji
Xerox is a 75%‐25% joint venture between FH and Xerox
Xerox. We will
acquire the 25% stake of Fuji Xerox that is currently owned by Xerox,
and we will pay $2.2Bn (JPY 242.0Bn). We will also acquire Xerox’s
51% ownership in Xerox International Partners (XIP) and obtain the
right for expanding the OEM business, for USD0.1Bn （JPY 10Bn）.
Second, we have agreed to enter into a new collaborative partnership
with Xerox.
Xerox Xerox will continue to be an important business partner
partner.
Although Fuji Xerox will no longer operate as a joint venture with
Xerox, Fuji Xerox will continue to supply products to Xerox in the mid‐
to long‐term.
On the other hand, Fuji Xerox will be able to supply OEM products to
customers other than Xerox worldwide based on a new agreement
with Xerox
Xerox.
Upon completion of the transaction, we also agreed to withdraw the
litigation against Xerox.
The closing of the transaction we are announcing today (November
5) is expected to occur within this month (November).
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Next, we will describe Fujifilm’s future growth strategies.
Through this transaction, we aim to maximize our corporate value by
both “strengthening our Document business” and “accelerating
growth in Healthcare and Highly Functional Materials” as we stated in
our current mid‐term management plan, VISION2019.
On the Document business side, we will implement flexible and faster
business expansion strategies.
We will collaborate more closely within our Group by promoting a
more flexible allocation of internal talents and technologies to
expand into growth areas and enhance customer solution services.
In addition, we will strengthen profitability and cash generation by
maintaining a stable product supply to Xerox and providing new OEM
products such as printer engines worldwide.
On top of that,
that we will be able to make faster decisions on
investments and new product development after Fuji Xerox becomes
a wholly owned subsidiary.
On the Healthcare and Highly Functional Materials side, we will
pursue accelerated business growth and improve profitability through
proactive investment including M&A.
Also we will expand revenue and profit base from timely product
Also,
launches through acceleration of innovative R&D.
Importantly, we will still have sufficient capacity for investment in
growth areas even after the transaction.
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Let me now discuss the growth strategies for Fuji Xerox.
pp
We are confident that Fujij Xerox will have more ggrowth opportunities
f ll
following
the
h transaction.
First, we will accelerate expansion into new business areas.
We will realize group synergies through new product opportunities in
growing areas such as Healthcare by combining Fujifilm’s image
processing and Fuji Xerox’s language processing technologies to
develop automatically generated diagnostic reports.
In addition, we have already established FUJIFILM Digital Press Co.,
Ltd., a company focused on realizing synergies between Fujifilm and
Fuji Xerox. The combination of Fujifilm’s extensive clinet base in
commercial / package printing and Fuji Xerox’s strong sales,
technologies, and product creation will enable our Group to become
a one
one‐stop
stop solution provider ranging from analog to digital printing
printing.
And lastly, by owning 100% of Fuji Xerox, we will have more flexibility
in business management and will be able to make decisions quickly.
This will help us accelerate our expansion into adjacent areas,
building on our expertise and experience in cloud, AI and IoT based
solutions.
On top of that, with expanded OEM business opportunities, Fuji
Xerox will be able to provide our world‐leading product development
and manufacturing capabilities to OEM customers worldwide, beyond
the Asia‐Pacific region.
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This slide shows the expected financial benefits of today’s
announcement.
With this transaction and relevant initiatives
initiatives, we are targeting
Document revenue of JPY 1.3Tn by FY 2025/3, which is 30% growth vs.
FY2019/3.
On an operating income basis, we will increase by more than JPY40Bn
from increased revenue. This will be achieved by combining Fujifilm’s
and Fuji Xerox’s strength in their respective domains, and the
introduction of new products and services in new business areas,
such as AI
AI.
More than JPY10Bn in operating income increase will come from cost
synergies. These are expected to come from consolidation of
overseas operations and integration of duplicate middle/back‐office
functions, as well as procurement optimization and infrastructure
sharing.
Moreover, after this transaction, our net income attributable to
shareholders would be increased by JPY 20Bn based on the
contribution of a non‐controlling interest of Fuji Xerox
Xerox.
These benefits will be accretive to ROE and enhance cash generation
from the Document business, since there is no longer a dividend
being paid to Xerox, and owing to the realization of synergies. We
expect to recover this investment within six to seven years.
We plan to finance the acquisition with cash on hand and new debt.
IIn closing,
l i I would
ld lik
like tto add
dd th
thatt we b
believe
li
thi
this ttransaction
ti iis th
the
best alternative for Fujifilm Group and we are excited for continued
growth under the new organization.
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Thank you.
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