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Notice of 47th Ordinary General Meeting of Sharehalers

Reference Documents
the General Meeting
Shareholders

( Audit Reports W(Financial StatementsW( Business Report W(

Dear Shareholders,

You are cordially invited to attend the 47th Orain&eneral Meeting of Shareholders of MEC
COMPANY LTD. The meeting will be held as descrilimdow.

If you are unable to attend the meeting on the dawou can_exercise your voting rights in
writing. Please examine the Reference Documents fthhe General Meeting of Shareholders
shown below, indicate your approval or disapprovaln the enclosed voting form, and return it
to us by 5:15 p.m., Japan Standard Time on Mondayune 20, 2016.

Details
1. Date and time 10 a.m. on Tuesday, June 21, 2016 (Japan Staimohae]
2. Venue 3-96, Showa-dori, Amagasaki, Hyogo
Meeting room 701, 7th floor, Amagasaki Chamber ofrftherce and

Industry Hall
(Please refer to the map to the shareholders' niee¢inue at the end of
this material.)
3. Subject matters
Reported matters 1. Report on the contents of the Business Rep@Gudnsolidated
Financial Statements and Financial Statements Her 47th term
(from April 1, 2015 to March 31, 2016)
2. Report on the results of the audit by the ActimgnAuditor and the
Board of Auditors on the consolidated financialtetaents for the
47th term
Matters to be resolved
Proposal No. 1 Partial amendments to the Articles of Incorpamati
Proposal No. 2 Appointment of four Directors who are not Audinda Supervisory
Committee Members




Proposal No.
Proposal No.
Proposal No.
Proposal No.

Proposal No.

Appointment of three Directors who are Audit &dpervisory Committee
Members

Appointment of one Director who is a Substituted&uand Supervisory
Committee Member

Determination of Remuneration for Directors whece amot Audit and
Supervisory Committee Members

Determination of Remuneration for Directors whe Audit and Supervisory
Committee Members

Determination of amount and details of Performamased Stock
Remuneration for Directors

4. Guidance to the exercise of voting rights

(1) Exercise of voting rights in writing
Please indicate your votes for or against eacheptoposals on the enclosed Voting Rights
Exercise Form and return the form so that it agixe later than 5:15 p.m., Japan Standard
Time on Monday June 20, 2016.

(2) Exercise of voting rights via the Internet
If you wish to exercise your voting rights via theernet, please review the “Guidance for
Exercise of Voting Rights via the Internet” on gh-5, and complete the exercise no later
than 5:15 p.m., Japan Standard Time on Monday 20n2016.

(3) Shareholders who exercise their voting rightan inconsistent manner are asked to notify us
in writing of the reasons therefor by three day®igethe day of the shareholders' meeting.

® \When you attend the meeting, please hand in thesstt voting form at the reception desk.

® Please note that if the need arises to revise t&inBss Report, Consolidated Financial
Statements, or Statements of Account or Referermauments for the General Meeting of
Shareholders, we will post the revised matterswona@bsite (http://www.mec-co.com/).

® Of the documents that we should provide in accardawith the provisions of laws and
regulations and Article 14 of the Company's Arsclef Incorporation, we will post the
following on our website (http://www.mec-co.comfjherefore, they will not be stated in
documents to be provided at this shareholders'ingeet
1) Consolidated notes to the Consolidated Finargtatements
2) Individual notes to the Financial Statements
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<Procedures for the Exercise of Voting Rights viahte Internet>

If you prefer to exercise your voting rights viaetinternet, please accept the following conditibefore
exercising your rights.

1. Website for the exercise of voting rights
(1) Shareholders exercising their voting rights tia Internet can only do so via the website desamh
by the Company (shown below).
[Website URL for the exercise of voting rights] _kip://www.web54.net
* You may also access the website for exercisinngorights by scanning the “QR
Codé&” set forth on the right with the bar-code scanwfeyour cellular phone. P(“QR
Code” is a registered trademark of DENSO WAVE INCORADED.)

2. Handling of the exercise of voting rights

(1) If you are exercising your voting rights viatmternet, please enter the code and the pasduaiotioe
exercise of voting rights indicated on the VotingRs Exercise Form attached herein and follow the
instructions on the screen to register whetherapprove or disapprove of each proposal.

(2) Exercise of voting rights via the Internet i€g@gted until Monday, 5:15 p.m., Japan Standard Gme
Monday June 20, 2016. We would, however, like toyasu to exercise your voting rights as soon as
possible to ensure that we have sufficient timedtlying the votes.

(3) If you exercise your voting rights twice, onigg mail and once via the Internet, we will treauyo
Internet vote as the valid exercise of your vofiigipts, regardless of the time or date of arriviafaur
vote. If you exercise your voting rights severalds via the Internet, or if you exercise your vgtin
rights more than once using the computer and mabitne, we will treat the most recent vote as the
valid exercise of your voting rights.

(4) Connection fees payable to the providers amdneonication expenses payable to telecommunication
carriers (including access charges) when accedissngiebsite for the exercise of voting rights u#
borne by the shareholders.

3. Handling of password and voting rights exerciseode

(1) A password is important information to verifyh@ther the person exercising voting rights is a
legitimate shareholder. Please maintain the pasba®rstrictly confidential in the same manner as a
seal or a personal identification number.

(2) In the case that you commit more than a sethmurof errors in attempting to input your password,
you will not be allowed to use the password. If yeould like your password to be reissued, please
follow the screen guide and follow the procedures.

(3) The Voting Rights Exercise Code described in\théng Right Exercise Form is valid only for the
Meeting.

4. System requirements
If you exercise your voting rights via the Intern@ease confirm the following system environment.
(1) Website for personal computers
a. Display monitor with resolution of greater ttf&30x600 (SVGA)
b. Following applications installed
(a). Microsoff Internet Explorer v. 5.01 SP2, or a more recergiva, as a web browser
(b). Adob&Acrobaf Reade? v. 4.0 or more recent version or Ad8bReade? v. 6.0, or a
more recent version, as a PDF file browser
* Internet Explorer is a registered trademark, éradrk and product name of Microsoft
Corporation of the United States, and Adbl#erobaf Reade? and Adob@ Reade? are
registered trademarks, trademarks and product nafm&dobe Systems Incorporated of the
United States, in the United States and other cmasnt
* These software packages are available on theiteetifseach company for free.
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(2) Website for cellular phones

Type of cellular phone with a function allowing 128t SSL (Secure Socket Layer) encrypted

communications and compatible with any of the folltg services.

(i) i-mode, (ii) EZweb or (iii)Yahoo! Keitai

* -mode is a trademark, registered trademark ovise name of NTT DOCOMO, INC., EZweb is a
trademark, registered trademark or service nankDddl CORPORATION, Yahoo! is a trademark,
registered trademark or service name of Yahoo!rpmated of the United States, and Yahoo! Keitai
is a trademark, registered trademark or serviceenainsoftBank Mobile Corp.

* If you access the website using a full browsepligation of a cellular phone, from a personal
computer via a cellular phone under which the tallphone is used only as a communication tool,
or from a smart phone, your vote will be considetede exercised on the website for personal
computers, even if the above conditions are satlsfi

5. Inquiries about how to operate personal computey, etc.
(1) If you have any questions about how to opePRas, mobile phones, etc., concerning the exerdise o
voting rights via the Internet on the site, pleeakthe following number:
Sumitomo Mitsui Trust Bank, Limited, Stock Transfeyency Web Support
Direct Line: (Toll free) 0120-652-031 (9:00 — 21:0dthin Japan only)
(2) For other inquiries, please call one of théofeing numbers:
a. Shareholders who have an account with a sexsidmpany:
Shareholders who have an account with a secucitiggpany are requested to make inquiries to the
securities company where they have the account.
b. Shareholders who do not have an account witbcar#ies company (Shareholders who have a
special account):
Sumitomo Mitsui Trust Bank, Limited, Stock Transferency Administration Center
(Toll free) 0120-782-031 (9:00-17:00, excluding kereds and holidays; within Japan only)

End

Notice of Ordinary Gener:
Meeting of Shareholde

r
of

Reference Documents
the General Meeting
Shareholders

( Audit Reports W(Financial StatementsW( Business Report W(



Reference Documents for the General Meeting of Shalnolders

Proposals and Reference Matters

Proposal No. 1  Partial amendments to the Articles of Incorparati

1. Reason for the amendments

(1) The Company will make a transition to a compaith an Audit and Supervisory Committee
with a view to further enhancing its corporate goamce. Accordingly, the Company proposes
the establishment of new provisions related toAhdit and Supervisory Committee and Audit
and Supervisory Committee Members, as well as #hetidn of the existing provisions related
to the Board of Corporate Auditors and Corporatéifars, that are required for the transition to
a company with an Audit and Supervisory Committ&ébe Company also proposes the
establishment of new provisions enabling the Compardelegate all or part of the decision of
the important business operations to the Presidéhtthe aim of enhancing its management

efficiency and allowing for rapid decision-making.

&)

and other phrases and expressions will be adjusted.

The amendments to the Articles of Incorporatioratesl to this proposal take effect at the

closing of this General Meeting of Shareholders.

2. Details of Amendments

The details of the amendments are as follows:

(Underlined portions will be chan

In accordance with the introduction and deletad the above provisions, the article numbers

Current Articles of Incorporation

Proposed Amendtaen

[Newly established]

Article 4 through 16 [Omitted]

(Establishment of Board of Directors)
Article 17. The Company shall have a Board o
Directors.

(Number of Directors)
Article 18. The Directors of the Company shall
not be more than seven (7) in number.

(Organizational Bodies)

Article 4. The Company shall have the followi

ik

(2) Audit and Supervisory Committee

organizational bodies other than
General Meeting of Shareholders
Directors:

(1) Board of Directors

(3) Accounting Auditors

Article 5 through 17 [Unchanged]

[Deleted]

(Number of Directors)

Article 18. The Directors of the Company w
are _not Audit and Superviso
Committee Members shall _not

more than six (6) in number, and f|

Directors thereof who are Audit ar

Supervisory Committee Membe
shall not be more than four (4)
number.
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Current Articles of Incorporation Proposed Amendtaen (3 o
(Election of Director) (Election of Director) g3
Article 19. The Directors of the Company shall be Article 19. The Directors of the Company who are o2

elected by a resolution of a General not Audit and Supervisory Committee g %
Meeting of Shareholders. Members and the Directors thereof wHo £ 'r.%
are Audit and Supervisory Committee J= s
Members shall be separately elected lyy 9 o
a resolution of a General Meeting of g =
Shareholders. S 3
2. [Omitted] 2. [Unchanged] S =
3. [Omitted] 3. [Unchanged] —
o
(2]
(Terms of Office of Directors) (Terms of Office of Directors) % E’
Article 20. The term of office of a Director shall | Article 20. The term of office of a Director other E © g
expire at the close of the Ordinary than a Director who is an Audit and 3 % k=]
General Meeting of Shareholders with Supervisory Committee Member shall 8 = 2
respect to the last business year ending expire at the close of the Ordinary v 0O %
within one year after his/her election ag General Meeting of Shareholders with 2S5 5
Director. respect to the last business year endirlg % o
within one year after his/her election ap 5 2
Director. e
(Newly established) 2. The term of office of a Director who is

an Audit and Supervisory Committee
Member shall expire at the close of th
Ordinary General Meeting of
Shareholders with respect to the last
business year ending within two yeard
after his/her election as Director.
(Newly established) 3. The term of office of any Director who|
is an Audit and Supervisory Committef
Member appointed to fill a vacancy left
by a Director who is an Audit and
Supervisory Committee Member
retiring before the end of his/her term
shall be concurrent with the term of
office of his/her predecessor.

A1%

(Representative Directors and Directors wittRepresentative Directors and Directors with

Management Responsibilities) Management Responsibilities)

Article 21. Representative Director(s) shall be | Article 21. Representative Director(s) shall be
determined by a resolution of the Board determined by a resolution of the Boaifd
of Directors. of Directors among the Directors of thg

Company who are not Audit and
Supervisory Committee Members.

2. The Board of Directors may, by its 2. The Board of Directors may, by its
resolution, appoint one (1) President, resolution, appoint one (1) President,
and, whenever necessary, one (1) and, whenever necessary, one (1)
Chairman, among the Directors. Chairman, among the Directors of the

Company who are not Audit and
Supervisory Committee Members.

(Convocation and Chairman of Meetings of the | (Convocation and Chairman of Meetings of the
Board of Directors) Board of Directors)
Article 22. [Omitted] Article 22. [Unchanged]
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Current Articles of Incorporation

Proposed Amendtaen

(Procedure of Convocation and Holding of

Meetings of the Board of Directors)

Article 23. Notice to convene a Meeting of the
Board of Directors shall be given to
each Director and Corporate Auditor n
less than three (3) days before the da
set for such Meeting. However, such
notice period may be shortened in the|
case of unavoidable emergency.

. Where all Directors and Corporate
Auditors unanimously agree in writing
a Board Meeting may be held upon
waiving such notice requirements.

(Newly established)

(Method of Resolution of the Board of Directors)
Article 24. [Omitted]

(Omission of Resolution of the Board of Director

Meeting)

Article 25. The Company shall deem a resolutior]
the Board of Directors to have been
adopted if all of the Directors entitled 1
vote on a proposal agree in writing or
by electromagnetic records thereto. T
does not apply, however, if there is an
objection by a Corporate Auditor.

(Regulations of the Board of Directors)
Article 26. [Omitted]

(Procedure of Convocation and Holding of

Meetings of the Board of Directors)

Article 23. Notice to convene a Meeting of the
Board of Directors shall be given to
each Director not less than three (3)
days before the date set for such
Meeting. However, such notice period
may be shortened in the case of
unavoidable emergency.

. Where all Directors unanimously agre
in writing, a Board Meeting may be
held upon waiving such notice
requirements.

ot
e

(Delegation of Decisions on Execution of Duties

Article 24. Pursuant to the provisions of Article
399-13, Paragraph 6 of the Companig
Act, the Company may delegate to a
President and Representative Directo
all or part of decisions on the executio
of important operations (excluding
matters stipulated in the items of Artic
399-13, Paragraph 5 of the Companig
Act) by a resolution of the Board of
Directors.

(Method of Resolution of the Board of Directors)
Article 25. [Unchanged]

5 (Omission of Resolution of the Board of Director,
Meeting)

@frticle 26. The Company shall deem a resolutior
the Board of Directors to have been
adopted if all of the Directors entitled {
vote on a proposal agree in writing or
by electromagnetic records thereto.

(]

nis

(Regulations of the Board of Directors)
Article 27. [Unchanged]
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Current Articles of Incorporation

Proposed Amendtaen

(Remuneration of Directors, etc.)

Article 27. The remuneration, bonuses or other
proprietary interests to be received by
Directors from the Company as
compensation for the performance of
their duties shall be decided by a
resolution of a General Meeting of
Shareholders.

(Liability Limitation Agreement with Directors)
Article 28. [Omitted]

Chapter 5. Corporate Auditors and Board of
Corporate Auditors

(Establishment of Corporate Auditors and Board

Corporate Auditors)

Article 29. The Company shall have Corporate
Auditors and a Board of Corporate
Auditors.

(Number of Corporate Auditors)

Article 30. The Corporate Auditors of the Company

shall not be more than five (5) in number.

(Election of Corporate Auditors)

Article 31. The Corporate Auditors shall be elected

by a resolution of the General Meeting
of Shareholders.

2. The election shall be made by a majo
of voting rights of the shareholders
present at a General Meeting of
Shareholders, at which shareholders
having one-third or more of the total
voting rights of all shareholders entitle
to exercise voting rights shall be
present.

(Terms of Office of Corporate Auditors)

Article 32. The term of office of a Corporate
Auditor shall expire at the close of the
Ordinary General Meeting of
Shareholders with respect to the last
business year ending within four (4)
years after his/her election as Corpora
Auditor.

2. The term of office of any Corporate
Auditor elected to fill a vacancy shall
expire when the term of office of the
retiring Corporate Auditor would have

(Remuneration of Directors, etc.)

Article 28. The remuneration, bonuses or other
proprietary interests to be received by
Directors from the Company as
compensation for the performance of
their duties shall be decided by a
resolution of a General Meeting of
Shareholders, while making a
distinction between the Directors of th
Company who are not Audit and
Supervisory Committee Members and
other Directors.

(Liability Limitation Agreement with Directors)
Article 29. [Unchanged]

[Deleted]
of
[Deleted]
[Deleted]
[Deleted]
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[Deleted]
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Current Articles of Incorporation Proposed Amendtaen

(Full-time CorporatiAuditors’
Article 33. The Board of Corporate Auditors shall, [Deleted]
by its resolutions, elect Corporate
Auditors who shall serve on a full-time
basis.

(Procedure of Convocation and Holding

Meetings of the Board of Corporate Auditors) [Deleted]

Article 34. Notice to convene a Meeting of the
Board of Corporate Auditors shall be
given to each Corporate Auditor not less
than three (3) days before the date set
for such Meeting. However, such notig
period may be shortened in the case ¢
unavoidable emergency.

2. Where all Corporate Auditors

unanimously agree in writing, a
Meeting of the Board of Corporate
Auditors may be held upon waiving
such notice requirements.

(Method of Resolution at Meetings of the Boart

Corporate Auditors) [Deleted]

Avrticle 35. All resolutions of the Board of
Corporate Auditors shall be adopted by
a majority of voting rights of the
Corporate Auditors, except where
otherwise provided for by laws or
ordinances.

(Regulations of the Board of Corporate Audi)

Article 36. Except as otherwise provided by law
these Articles of Incorporation, matters
concerning the Board of Corporate
Auditors shall be decided in accordance
with the Requlations of the Board of
Corporate Auditors established by the
Board of Corporate Auditors.

= D

O
=

[Deleted]

(Remuneration of Corporate Auditors, €

Article 37. The remuneration, bonuses or other [Deleted]
proprietary interests to be received by
Corporate Auditors from the Company
as compensation for the performance |of
their duties shall be decided by a
resolution of a General Meeting of
Shareholders.

(Liability Limitation Agreement with Outsid
Corporate Auditors) [Deleted]
Article 38. In accordance with the provisions of
Article 427, Paragraph 1 of the
Companies Act, the Company may
execute agreements with Corporate
Auditors that limit the liability
stipulated in Article 423, Paragraph 1 o
the Companies Act; provided, howeve
that the limit of liability under such
agreements shall be the higher of a
prescribed amount, which shall be at
least ten million yen (¥10,000,000), or|
he minimum amount prescribed by the
aws and regulations.

=

=
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Current Articles of Incorporatic

Proposed Amendmel

[Newly establishec

[Newly established]

[Newly established]

[Newly established]

[Newly established]

[Newly established]

(Establishment of Accounting Auditor)
Article 39. The Company shall have an Accounti
Auditor.

(Election of Accounting Auditor)
Article 40. [Omitted]

Chapter . Audit and Supervisory Committ

(Powers of thiAudit and Supervisory Committ)

Avrticle 30. In addition to making decisions with
regard to the matters specified by law
and regulations, the Audit and
Supervisory Committee shall exercise
the authority for the performance of
their duties.

(Procedure of Convocation and Holding

Meetings of the Audit and Supervisory Committe

Article 31. Notice to convene a Meeting of the
Audit and Supervisory Committee shd
be given to each Audit and Superviso
Committee Member not less than thre)
(3) days before the date set for such
Meeting. However, such notice period
may be shortened in case of
unavoidable emergency.

2. Where all Audit and Supervisory
Committee Members unanimously
agree in writing, a Meeting of the Audi
and Supervisory Committee may be
held upon waiving such notice

requirements

(Method of Resolution at Meetings of the Audit ¢

Supervisory Committee)

Article 32. All resolutions of the Audit and
Supervisory Committee shall be
adopted by a majority of voting rights
of the Audit and Supervisory
Committee Members, except where
otherwise provided for by laws or
ordinances.

(Full-time Audit and Supervisory Committ:

Members)

Article 33. The Audit and Supervisory Committeq
shall, by its resolutions, elect Audit an
Supervisory Committee Members whq
shall serve on a full-time basis.

(Regulations of the Audit and Supervist
Committee)

or these Articles of Incorporation,
matters concerning the Audit and
Supervisory Committee shall be decid
in accordance with the Regulations of
the Audit and Supervisory Committee
established by the Audit and
Supervisory Committee.

ng [Deleted]

(Election of Accounting Auditor)
Article_35. [Unchanged]

o7
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Current Articles of Incorporation

Proposed Amendtaen

(Terms of Office of Directors)
Article 41. [Omitted]

(Remuneration of Accounting Auditor, etc.)

Article 42. The remuneration, bonuses or other
proprietary interests to be received by
the Accounting Auditor from the
Company as compensation for the
performance of his/her duties shall be
decided by the President with the
consent of the Board of Corporate
Auditors.

Article 43 through 45 [Omitted]

(Terms of Office of Directors)
Article 36. [Unchanged]

(Remuneration of Accounting Auditor, etc.)

Article 37. The remuneration, bonuses or other
proprietary interests to be received by
the Accounting Auditor from the
Company as compensation for the
performance of his/her duties shall be
decided by the President with the
consent of the Audit and Supervisory
Committee.

Article 38 through 40 [Unchanged]

-12-



Proposal No. 2 Appointment of four Directors who are not AudidaBupervisory Committee
Members

Subiject to the approval of Proposal No.1 (PartimeAdments to the Articles of Incorporation), the

Company will transit from a company with a Boarddmrporate Auditors to a company with an Audit

and Supervisory Committee. In connection with taasition, all (5) of the current Directors’ teriis

office will expire at the close of this Ordinary @®al Meeting of Shareholders.

Accordingly, the Company proposes the electioroaf {4) Directors other than those who are Audit

and Supervisory Committee Members.

This proposal shall only take effect upon the aparof Proposal No.1 (Partial Amendments to the

Articles of Incorporation).

Candidates for Directors other than those who arditand Supervisory Committee Members are as

follows:

Number of
shares of the
Company owned

Candidate Name Career history, position, status of responsibility
number | (Date of birth) and important concurrent positions

January 20C  Joined the Compal

April 2000 General Manager of President|s
Office
June 2000 General Manager of Directors’

and President's Office
April 2001 Managing Director of the
Company
June 2002 President & Representative
Director of the Company
April 2011 President & Representative
Director of the Company and
Head of Research and
Development Division
Kazuo MAEDA | June 2012 President & Representative
(April 15, 1962) Director of the Company
(current)
July 2015 CEO of the Company (current
[Status of important concurrent positions]
MEC TAIWAN COMPANY LTD.
Representative Director
MEC (HONG KONG) LTD. Representative
Director
MEC FINE CHEMICAL (ZHUHAI) LTD.
Representative Director
MEC CHINA SPECIALTY PRODUCTS
(SUZHOU) CO., LTD. Representative
Director
MEC EUROPE NV. Directc
[Reason for the selection of candidate for a Daewtho is not an Audit an
Supervisory Committee Member]
Since the appointment of Mr. Kazuo Maeda as theiéeat and Representative Direcfor
of the Company in June 2002, he has committed Hines@ocusing on several key
initiatives, including the activation of the BoasfiDirectors as Chairman thereof, as
well as the strengthening of corporate governaimcaddition, leveraging his extensivd
experience and track record as a manager, he hasnd&ated strong leadership to
promote the improvement of the enterprise valugethese points above, we have
determined it appropriate to reelect him as a Darewho is not an Audit and
Supervisory Committee Memtk.

720,400

-13-
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Candidate
number

Name
(Date of birth)

Career history, position, status of responsibili
and important concurrent positions

ty

Number of
shares of the
Company owneqd

April 2001
May 2003

June 2006
April 2007

January 2010
June 2010
April 2013

Makoto NAGAI
(March 7, 1961)

June 2013

June 2015

Director

[Status of important concurrent positions]
MEC TAIWAN COMPANY LTD. Director
MEC (HONG KONG) LTD. Director
MEC FINE CHEMICAL (ZHUHAI) LTD.

MEC CHINA SPECIALTY PRODUCTS
(SUZHOU) CO., LTD. Director
MEC EUROPE NV. Director

Joined the Company
Managing Director, MEC
EUROPE NV.

Corporate Officer
Executive Officer, Head of
International Business Center

Corporate Officer, General
Manager of MEC TAIWAN
COMPANY LTD.

Managing Executive Officer
Managing Executive Officer,
Head of Business Department

Director and Managing
Executive Officer, and Head of]
Business Department

Director and Senior Managing
Executive Officer, and Head of]
Business Department (current

59,400

[Reason for the selection of the candidate forr@@or who is not an Audit and

Supervisory Committee Member]

Mr. Makoto Nagai, taking advantage of his expereeand advanced insight as a

Director of the Company, has contributed to thévatibn of discussions at the Board
Directors and played a central role in global bes;nmanagement, including oversea
expansion. Given these points above, we have detednit appropriate to reelect him

as a Director (other than a Supervisory Committesnider).

-14-



Candidate Name Career history, position, status of responsibility Number of E w
. . o shares of the g3
number | (Date of birth) and important concurrent positions o
Company owneg o <
April 1984 Joined the Company 25
April 2004 Head of Research and £5
©
Development Center 5%
June 2004 Executive Officer, Head of 5 o
Research and Development o2
Center % 2
June 2010 Managing Executive Officer, 2

Head of Research and
Development Center

April 2011 Managing Executive Officer,
Head of Business Department

July 2011 Managing Executive Officer,
Head of Business Department
Head of Business Support
Office

April 2012 Managing Executive Officer,
Head of Business Department
Head of Business Planning

the General Meeting of
Shareholders
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Toshiko Office
NAKAGAWA April 2013 Managing Executive Officer, 59,300
(August 3, Head of R h and

1961) ead of Research an

Development Division, Head of
Planning Office
3 June 2014 Director, Managing Executive
Officer, Head of Research and
Development Division, Head of
Planning Office

July 2014 Director, Managing Executive
Officer, Head of Planning
Office, Head of Innovation
Office (current)

[Status of important concurrent positions]
MEC TAIWAN COMPANY LTD. Director
MEC (HONG KONG) LTD. Director
MEC FINE CHEMICAL (ZHUHAI) LTD.
Director
MEC CHINA SPECIALTY PRODUCTS
(SUZHOU) CO., LTD. Director
MEC EUROPE NV. Director

[Reason for the selection of the candidate forr@®@or who is not an Audit and

Supervisory Committee Member]

Ms. Toshiko Nakagawa, taking advantage of her #eegledge of research and

development as a Director of the Company, has ibanéd to the policy development pf

research and development in the medium-term maraggotan and new business
fields, to promote basic research and developmahbasiness management in the
production field. Given these points above, we hdetermined it appropriate to reele
her as a Director (other than a Supervisory Coremiflember).

—

( Audit Reports W(Financial StatementsW( Business Report W
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Number of
shares of the
Company owneqd

Candidate Name Career history, position, status of responsibility
number | (Date of birth) and important concurrent positions

April 1996 Assistant Professor, Faculty of
Engineering, Kansai University
March 2000 Overseas researcher (MIT) at
the same university
Yutaka April 2007 Professor at Faculty of
NISHIYAMA Chemistry, Materials and

(March 13, Bioengineering at the same 600
1960) university (current)
June 2014 Director (current)

[Status of important concurrent positions]
Professor at Faculty of Chemistry, Materials
and Bioengineering , Kansai University

[Reason for the selection of the candidate forr@@or who is not an Audit and

Supervisory Committee Member]

Mr. Yutaka Nishiyama, taking advantage of his ealted professional knowledge and

experience as Professor at the Faculty of Chemidiamerials and Bioengineering, had

fulfilled his duty as Outside Director to provideaiul recommendations and opinions
on the environmental aspects of our business mairdyr research and development
and new business fields. While he has no experiehbeing directly involved in the
management of a company in the past, given hisgpgsrience, knowledge and track
record, we have determined it appropriate to rédlieec as an Outside Director (other
than a Supervisory Committee Member).

Note: 1. There are no special interests betweenahdidates and the Company.

2. Mr. Yutaka Nishiyama is a candidate for indeparidutside Director, and is a candidate for
registration as independent Director with the ToByock Exchange.

3. Mr. Yutaka Nishiyama is currently an Independ@atside Directors of the Company, and his
term of office as Independent Outside Director Wwéltwo years for him, as of the conclusion
of this meeting.

4. The Company has entered into a limited liab#ityeement with Yutaka Nishiyama, with the
following content. If his reappointment is approydte Company plans to continue the
corresponding limited liability agreement with theme content as the current agreement. In
the event that he owes damages to the Companyeasilaof the acts stated in Article 423,
Paragraph 1 of the Companies Act, he shall assasponsibility up to 10 million yen or the
amount prescribed by laws and regulations, whicheveigher.
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Proposal No. 3 Appointment of three Directors who are Audit aSdpervisory Committee /f.—f_
Members S
Subject to the approval of Proposal No.1 (PartmkefAidments to the Articles of Incorporation), the 02
Company will transit from a company with a Boarddmrporate Auditors to a company with an Audit g %
and Supervisory Committee. £5
Accordingly, the Company proposes the electiorhofe (3) Directors who are Audit and Supervisory g 5
Committee Members. 5 o
This proposal shall only take effect upon the aparof Proposal No.1 (Partial Amendments to the © =
Articles of Incorporation). S8
Candidates for Directors who are Audit and Superyi€ommittee Members are as follows: > =

Number of
shares of the
Company owneqd

Candidate Name Career history, position, status of responsibility
number | (Date of birth) and important concurrent positions

April 1999 Assistant Professor, Department
of Business Administration,
Faculty of Commerce and
Economics, Kobe University of
Commerce (currently the
University of Hyogo)

April 2004 Professor, Business Creation
Department, Faculty of
Business Administration at
same university

Takayuki April 2010 Professor, Management
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SATAKE Research Department, Gradudte
. . 1,500
(November School at same university
22,1960) June 2012 Director (current)
April 2016 Professor, Institute of Business$
1 and Accounting, Professional

Graduate School, Kwansei
Gakuin University (current)
Professor Emeritus, the
University of Hyogo (current)
[Status of important concurrent positions]
Professor, Institute of Business and
Accounting, Professional Graduate School
Kwansei Gakuin University (current)
Mr. Takayuki Satake, taking advantage of his catidd professional knowledge and
experience as Professor at the Graduate Schoalih8&ss Studies at the university, Has
fulfilled his duty as Outside Director to play gsificant contribution to ensuring the
proper decision-making of the Board of DirectordiM/ he has no experience of being
directly involved in the management of a companshapast, given the reasons shown
above, we have determined it appropriate to eliectds an Outside Director who is a
Supervisory Committee Member.

( Audit Reports W(Financial StatementsW( Business Report W
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A Number of
Y shares of the
Company owne

Candidate Name Career history, position, status of responsibili
number | (Date of birth) and important concurrent positions

April 1972 Joined Sumitomo Bank, Ltd.
(currently Sumitomo Mitsui
Banking Corporation)

April 1991 General Manager, Tsukiji
Branch at the bank

November 2001 Director, Research Business
Division, Japan Research

Katsuhiro i
MAEDA Instltute _
(January 16 June 2005 Executive Vice President, JRI 5,000
19493)’ ’ Office Engineering, Ltd.

(currently JOE Corporation)

2 June 2006 President, JRI Office
Engineering, Ltd. (currently JOE
Corporation)
June 2011 Left JOE Corporation
June 2012 Full-time Auditor of the
Company (current)
Katsuhiro Maeda, taking advantage of his wealtaxplerience and expertise cultivated
as manager, has fulfilled his duty as Outside Dineto carry out supervision of the
duties of Directors from in view of corporate gavance and risk management. Giver
his past experience, knowledge and track recordyave determined it appropriate to
elect him as an Outside Director who is a SuperyiSommittee Member.
April 1983 Joined the Osaka Regional
Taxation Bureau
April 1999 Registered as tax accountant
April 2001 Employee of Tax Corporation
Kyoto Management network
September 2010 President and CEO of
COCORO DESIGN Co., Ltd.
(current)
. October 2010  Director of Tanaka Akiko Tax
Akiko ! : )
TANAKA Accountant Office (resigned ir
October 2015 due to the 700
(November . )
29,1959) incorporation thfereof)_
' June 2012 The Company'’s Auditor
3 (current)
October 2015  Partner/Representative, Shinwa
Tax Corporation
[Status of important concurrent positions]
Partner/Representative, Shinwa Tax
Corporation
President and CEO of COCORO DESIGN
Co., Ltd.

Ms. Akiko Tanaka, taking advantage of her knowledgeumulated and experience and
expertise on company management guidance as adaxrgant, has fulfilled her duty
as an independent Outside Auditor to conduct awoditise duties of Directors in view df
accounting and tax aspects in an appropriate ma@inegn her past experience,
knowledge and track record, we have determineppitapriate to elect her as an
Outside Director who is a Supervisory Committee Mem
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Notes: 1. There are no special interests betwegin@fahe candidates and the Company. /‘,q_‘j—
2. Messrs. Takayuki Satake and Katsuhiro MaedaMmad\kiko Tanaka are candidate S S
Independent Outside Auditors, and candidate InddgrarDirectors as established by the 02
Tokyo Stock Exchange. 2 <
3. Mr. Takayuki Satake is currently the Companyebendent Outside Auditor, and his term of | ¢ 5
office as an Independent Outside Auditor will berfgears at the close of this General = =
Meeting of Shareholders. Mr. Katsuhiro Maeda and Akiko Tanaka are currently the 9 o
Company's Independent Outside Auditors, and tkeing of office as Independent Outside g S
Auditors will be four years at the close of thisn@eal Meeting of Shareholders. S 3
4. The Company has entered into a limited liab#igyeement with Messrs. Takayuki Satake and | 2 =

Katsuhiro Maeda, and Ms. Akiko Tanaka, with thédwing content. In addition, in the event
that their appointments are approved, the Compatiends to conclude a similar liability
limitation agreement with them. In the event theyt assume liability for damages to the
Company as a result of the acts stated in Arti2lg #£aragraph 1 of the Companies Act, they
shall assume responsibility up to 10 million yertter amount prescribed by laws and
regulations, whichever is higher.

the General Meeting of
Shareholders

%
@
c
]
S
>3
0
o)
(@)
()
(8]
=
o
S
4]
D
[
o

( Audit Reports W(Financial StatementsW( Business Report W

-19-



Proposal No. 4 Appointment of one Director who is a Substituted&and Supervisory

Committee Member

Subiject to the approval of Proposal No.1 (PartimeAdments to the Articles of Incorporation), the
Company will transit from a company with a Boarddmrporate Auditors to a company with an Audit
and Supervisory Committee.

Accordingly, to avoid a situation where the numbe€orporate Auditors falls below the minimum
number provided for by laws and regulations, thenBany proposes to elect one (1) substitute Auditor.
This proposal shall only take effect upon the aparof Proposal No.1 (Partial Amendments to the
Articles of Incorporation).

Candidates for a Director who is a Substitute Aadid Supervisory Committee Member are as follows:

Name Career history, position, status of responsib#ityl
(Date of birth) important concurrent positions

Number of shares gf
the Company
owned

Takao OKUDA
(September 25, -
1967)

April 1996 Registered in Osaka Bar Association
Joined Kitahama Partners

October 2002 Founded Okuda Kinoshita Law Firm,
Co-Representative Lawyer

October 2005 Renamed to Minami-Morimachi Law
Firm, Co-Representative Lawyer (current)

May 2015 Appointed to Auditor of the Company

June 2015 Resigned from Auditor of the Company

Note: 1. There are no special interests betweenahdidate and the Company.

2.

3.

Mr. Takao Okuda is intended to be appointed sidbatitute Outside Auditor. In addition, he
has met the requirements of an independent OuAsiditor.

The reason for proposing Takao Okuda as a catadfdr substitute Outside Auditor is that in
the eventuality the Company has an insufficient lneinof Corporate Auditors as stipulated in
laws and regulations, we have determined it is@mate for him to serve as an Outside
Auditor since he is familiar with corporate legébas.

. The reason why Takao Okuda is judged to betalpeoperly perform the duties of an Outside

Auditor is that, although he does not have expegdyeing involved in the management of a
company, he is familiar with corporate legal aa@gnd has sufficient insight to govern the
Company’s management.

. In the event that he is appointed as an Outsidigor, the outline of the limited liability

agreement is as follows. In the event that he assuiability for damages to the Company as a
result of the acts stated in Article 423, Paragrapiithe Company Law, he shall assume
responsibility up to 10 million yen or the amounggcribed by laws and regulations,
whichever is higher.
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Proposal No. 5 Determination of Remuneration for Directors whe aot Audit and Supervisory
Committee Members
Subiject to the approval of Proposal No.1 (PartimeAdments to the Articles of Incorporation), the
Company will transit from a company with a Boarddmrporate Auditors to a company with an Audit
and Supervisory Committee.
In regard to the present remuneration limit forddtors, a total maximum amount of monetary
remuneration of one hundred eighty million yen @8llion) for Directors per fiscal year was
approved at the 37th Ordinary General Meeting @fr8folders convened in June 23, 2006, which
remains in effect to today. With the transitioratoompany with an Audit and Supervisory Committee,
in consideration of the past remunerations of Diexcand various factors, we propose to determine a
new remuneration limit for Directors (excluding Bitors who are Audit and Supervisory Committee
Members) by abolishing the present remuneratioit fion Directors, and to define the total maximum
amount of monetary remuneration of one hundredrggvaillion yen (¥170 million) for Directors
(excluding Directors who are Audit and SupervisGgmmittee Members) per fiscal year (of which,
twenty million yen (¥20 million) is for Outside [ictors), provided, however, that the remuneratfon o
the Directors (excluding Directors who are Auditlé&@upervisory Committee Members) shall not
include the salaries of Directors who serve corantly as employees.
The present number of Directors is five (5) (indghgdtwo (2) Outside Directors), but if Proposal No.
and Proposal No.2 are approved as submitted, timbewiof Directors other than Audit and Supervisory
Committee Members will become four (4) (includingeq(1) Outside Director other than Outside
Directors who are Audit and Supervisory Committeenibers).
This proposal shall only take effect upon the aparof Proposal No.1 (Partial Amendments to the
Articles of Incorporation).

Proposal No. 6 Determination of Remuneration for Directors wie Audit and Supervisory
Committee Members

Subject to the approval of Proposal No.1 (Partimedments to the Articles of Incorporation), the

Company will transit from a company with a Board3afrporate Auditors to a company with an Audit

and Supervisory Committee.

Accordingly, in consideration of the past remunerat of Directors and various factors, we propase t

define the total maximum amount of monetary remati@n of fifty million yen (¥50 million) for

Directors who are Audit and Supervisory Committeenibers per fiscal year.

The present number of Directors who are Audit anpe®visory Committee Members is three (3).

This proposal shall only take effect upon the aparof Proposal No.1 (Partial Amendments to the

Articles of Incorporation).

-21-

a\rl

Meeting of Shareholde

Notice of Ordinary Gen

the General Meeting of
Shareholders

%)
@
c
[}
S
3
(=}
o
(@)
[}
(&S]
=
[}
S
[}
D
[}
o

( Audit Reports W(Financial StatementsW( Business Report W




Proposal No. 7 Determination of amount and details of Performanased Stock Remuneration
for Directors

1. Reasons for the proposal and the significan¢beofemuneration
At present, the remuneration of Directors (exclgddutside Directors, and the same hereinafter)
consists of a fixed cash remuneration and a cateteld ordinary income-linked cash remuneration
to its Directors. The Company proposes to introcuicew performance-linked stock incentive plan
to its Directors (hereinafter referred to as “thanP).
Since the Plan intends to share the value witlsttiageholders further as well as to improve the
Company’s medium- to long-term performance andrdauie to increasing the value of the Company,
we consider that the proposal is significant andmmggful.
More specifically, subject to the approval of PregidNo. 1 (Partial amendments to the Articles of
Incorporation) and Proposal No. 5 (DeterminatiofRefmuneration for Directors who are not Audit
and Supervisory Committee Members) at the Geneeatidg of Shareholders as submitted , we ask
for your approval of the introduction of performarinked stock incentives, different from the
present remuneration of Directors with a total maxin amount of monetary remuneration of one
hundred seventy million yen (¥170 million) for Daters. It is proposed that the details of the Plan
should be left to the discretion of the Board ofedtors within the framework specified in 2 below.
If Proposal No. 2 (Appointment of four Directors evare not Audit and Supervisory Committee
Members) is approved as drafted, the number ofcltire (excluding Directors who are Audit and
Supervisory Committee Members) will become thrée (3

2. Amount and details of remuneration, etc., uriderPlan
(1) Outline of the Plan

This Plan is a medium- to long-term performancé&dihstock incentive Plan whereby a trust will
be created with money the Company contributes {inafter referred to as “the Trust”) and said
trust will acquire shares of the Company (definedlzares of common stock of the Company,
and the same hereinafter) to distribute the shafrde Company to the Company’s Directors
based on the stock distribution points grantedh¢oDirectors according to their positions and the
performance-linked factor set in advance, followihg Stock Distribution Regulations prescribed
by the Company’s Board of Directors (provided, hearethat part or all of the stock distribution
may be made in money equivalent to the market vafitlee stock of the Company pursuant to
the Stock Distribution Regulations; hereinafteereéd to as “the Shares, etc., of the Company”).
In principle, the Directors will receive a distrimn of the Shares, etc., of the Company at the
time when they retire from their office. For otlustails regarding the framework of the Plan,
please refer to the [Reference] below. When thegsal on the introduction of the Plan is passed
at the General Meeting of Shareholders as it sCGbmpany will introduce it to Executive
Officers as stated in the [Reference].
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(2) Upper limit on the amount of trust money todoatributed to the Trust /g_

The Plan will be introduced over the next two (@phsecutive fiscal years, and the initial period S S
of the Trust shall be two (2) years. During theigabof the Trust, the Company will create a Trust | © 2
for the Directors fulfilling certain specific reqeiments as beneficiaries by contributing cash of % %
up to a limit of one hundred and ten million yed1® million) as funds for acquiring shares of £5
the Company that need to be distributed to itsrmwent Directors as remuneration under the Plan| 2 =
The Trust will acquire shares of the Company bylyapg the funds contributed by the Company 9 o
as a source of its funds by the deposition of trgashares or from the stock market. g S
(Note) The Trust Money actually entrusted shaltheetotal amount of funds for acquiring shares | 2 3

to which the estimated amount of necessary coshgdimg trust fees and expenses are 2 =

added.
The Company will, by its resolution at the BoardDifectors’ meeting, continue the Plan by
extending the period of the Trust at the time wtheninitial period of the Trust expires. (This
includes the case where the Company extends tiedparthe Trust practically by transferring
the assets in the Trust to a trust the Companyeasdar the same purpose as the Trust, and the
same hereinafter.) In this case, the Company @diteonally contribute money up to the limit of
the amount obtained by multiplying the number s€éil years of the extended Trust period (on a
fiscal year basis) by fifty-five million yen (¥55ilfion) to the Trust as funds for acquiring
additional shares of the Company that would nedzetdistributed to Directors under the Plan.
However, in the case of such an additional contidgioy if there are residual shares or cash
(hereinafter referred to as “Residual Shares, )eitt the Trust Asset on the last day of the Trust
period before the extension, the total amount effitust Money to be contributed additionally
shall be within the amount obtained by deductirgamount of the Residual Shares, etc. (as for
the shares of the Company, the number of sharainebitby deducting the number of shares
equivalent to the stock distribution points graniethe Directors that have not yet been
distributed shall be appraised at the book valutherast day of the Trust period before the
extension) from the upper limit of the Trust Morteywhich the Company can contribute
additionally under each Plan.
In this case, the Company will continue to graatktdistribution points (as stated in (3) (i)) and
distribute shares of the Company (as stated ifiijB}o its Directors within the extended period
of the Trust.
Even in the case where the Company does not centireuPlan, if the Directors to whom stock
distribution points are granted remain in offides period of the Trust may be extended until the
Directors retire and the distribution of the Shaats., of the Company to them is completed.
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(3) Calculation method and the upper limit of thentber of shares in the Company to be granted to

Directors

(i) Grant method and the upper limit of stock disition points to Directors
The Company, pursuant to the Stock DistributionuRaipns prescribed by the Company’s
Board of Directors, grants stock points to the Btives of the number calculated by dividing by
the book value per share of the Company kept ifthst the standard amount of distribution set
according to each Director’s position multipliedthe performance-linked factor specified
according to the Company’s mid-term management @hatihe granting date of the points, as
defined in the Stock Distribution Regulations.

( Audit Reports W(Financial StatementsW( Business Report 7
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[Calculation formula]
Standard amount of distribution set according whdairector’s positionx
Performance-linked factor-+Book value per share of the Company kept in thatTru
** For the idea of the performance-linked factadahe schedule of two fiscal years, please
refer to Note 2 of the Reference below.
The aggregate number of stock distribution pointse granted by the Company to its
Directors for each fiscal year shall be up to fiitye thousand (55,000) points.

(ii) Distribution of Shares, etc., of the Company
Shares of the Company will be distributed to eaokdor in accordance with the number of
stock distribution points to be granted by the Camypto its Directors as stated in (i) above. The
total number of shares of the Company to be disieidh to each Director through the Trust will
be determined as one share per one point grantachtor her (provided, however, that if any
stock split, reverse stock split or any other e¥entvhich it would be considered reasonable to
adjust the number of shares occurs with respetietshares of the Company, then the Company
will make reasonable adjustments depending onattie of such stock split, reverse stock split,
etc.). However, a certain specific portion of thares of the Company will be converted into
money within the Trust, and will be distributedciash equivalent to the market value. Shares,
etc., of the Company will be distributed by theSirto each Director, subject to the completion
of a certain procedure for the identification dieneficiary at the time of retirement. In the case
where any shares of the Company kept in the Trest@nverted into cash as a result of a tender
offer transaction of the shares of the CompanyQbmpany may grant cash instead of shares of
the Company.

[Reference]
(Extract from “the Announcement of the Introductimfira Performance-linked Stock Incentive

Plan for the Company's Directors” that was releasetfay 10, 2016)

MEC COMPANY LTD. announces that a meeting of itaBbof Directors on May 10, 2016
resolved to introduce a performance-linked stockeintive plan (hereinafter referred to as “the
Plan”) utilizing a trust service for the Companisectors (excluding Outside Directors), as
recommended by the Nominating and RemunerationgsdyiCommittee organized by a
majority of Outside Directors. In line with thisewvill submit a proposal for the introduction of
the Plan to the 47th annual meeting of sharehoktdreduled on June 21, 2016 (hereinafter
referred to as “the General Meeting of Sharehofjlebetails are as follows:
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Details e ©

g3

1. Purpose of the Introduction of the Plan 02
The Company currently pays a fixed cash remuneratiml a consolidated ordinary income-linked % %
cash remuneration to its Directors (excluding Qladdirectors; the same hereinafter). In order to £5
share the value with the shareholders furtherCilvapany has decided to introduce the Plan and pay _g 5

a stock remuneration that is separate from theenturemuneration for the purpose of improving the 5 o
Company’s medium- to long-term performance andrdmtting to increasing the value of the L
Company. Introduction of the Plan is subject torapal for the stock remuneration at the General 29
Meeting of Shareholders. When the proposal onritieduction of the Plan is passed at the General > =

Meeting of Shareholders as it is, the Companyinttbduce to the Executive Officers (excluding
those who concurrently serve as Directors; the daaneinafter) a performance-linked stock
incentive Plan (hereinafter referred to as “thenPta Executive Officers,” and the trust in therPla
for Executive Officers shall be referred to as “Tast for Executive Officers”) as well.

2. Outline of the Plan
(1) Outline of the Plan

This Plan is a medium- to long-term performancé&duhstock incentive Plan whereby a trust will
be created with money the Company contributes {inafter referred to as “the Trust”) and
acquire shares of the Company (defined as shamsnwihon stock of the Company; the same
hereinafter) to distribute shares of the ComparthéoCompany’s Directors based on stock
distribution points granted to the Directors acaugdo their positions and the
performance-linked factor set in advance, followtihg Stock Distribution Regulations prescribed
by the Company’s Board of Directors (provided, hearethat part or all of the stock distribution
may be made in money equivalent to the market vailtlee stock of the Company pursuant to
the Stock Distribution Regulations; hereinafteeredd to as “the Shares, etc., of the Company”) .
According to the Stock Distribution Regulations thompany’s Board of Directors will, based
on the definition of the evaluation period for aditing stock distribution points as the
consecutive fiscal years of the period for the medterm management plan (three (3)
consecutive fiscal years) that are targeted bythe (hereinafter referred to as “the Target
Period”; provided, however, that for the first adition of stock distribution points, the Target
Period shall be two (2) fiscal years from the fig@ar ending on March 31, 2017 to the fiscal
year ending March 31, 2018, as the first fiscakydgdhe Target Period for the medium-term
management plan has already passed), calculastatiedistribution points for each Director,
taking account of the medium- to long-term perfonoelinked factor. In principle, the Directors
will receive a distribution of the Shares, etc.tlif Company according to the cumulative number
of such stock distribution points when they refimem their office.
The structure of the Plan is outlined as follows:
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<OQutline of Structure of the Plan>

| (ii) Creation of trust <Third-party-benefit
[S_Ie:*thtgr] trust> (Money trust) Stock
Company marke
(iii) Payment (iiiy’ Purchase pric A
(i) Dispositiof . [Trustee] (Proposed) | &y Purchase
of treasury Sumitomo Mitsui Trust Bank, of shares
shares Limited: Stock Distribution
Trust ;
(vi) Sale of shares |
(v) Granting of (i) Establishment Shares c
stock of Stock c the Money :
distribution Distribution ompany (vi) Sale proceeds
points Regulations (iv) Instruction not to
exercise voting rights,_.. (vi) Shares or money
Trust administrator "y
[Beneficiaries]
Directors

(Note) Dotted lines denote the movements of shares.

(i) The Company will establish the Stock DistrilmmtiRegulations intended for its Directors.

(i) The Company will create a stock distributiondgt (third-party-benefit trust) for its Directoas
beneficiaries.
for acquiring shares and overhead costs to thedeus
market).

(iv) Throughout the period of the Trust, the Compavill appoint a Trust Administrator (to

who is responsible for protecting the interestthefbeneficiaries who are covered by the S

any voting rights associated with the shares ofGbhmpany kept within the Trust shall not
exercised.

stock distribution points to its Directors.

receive, as beneficiaries of the Trust, a distidyubf shares of the Company equivalent to
cumulative number of the points from the Trusteemthey retire from their office.

Agreement, the Company will sell part of the disitable shares kept within the Trust in
stock market and distribute the money.

(vi) The Directors fulfilling the requirements poebed in the Stock Distribution Regulations Will

When doing so, the Company will entrust an amodimhoney equivalent to that for the fugd

(i) The Trustee will acquire, in one block, a cient enough number of shares of the Compphny
that are expected to be distributed in future (bgasition of treasury shares or from the stpck

limited to be a party independent of the Compang & Directors and Corporate Auditofs)

ck

Distribution Regulations and for supervising theisiee. Throughout the period of the Tryst,

be

(v) Pursuant to the Stock Distribution Regulatigmescribed in advance, the Company will grnt

the

In certain specific cases set forth in advanc&@Stock Distribution Regulations and the Trust

|he
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(2) Creation of the Trust /g_g
The Company will create the Trust by contributihg funds necessary for the Trust to acquire, in | & S
advance for a certain specific period of time, saember of shares of the Company as is 02
reasonably expected to be required for distribuytiorsuant to the Stock Distribution Regulations. % %
The Trust will acquire shares of the Company bylapg the funds contributed by the Company £5
as a source of its funds. Jogve

O o
“—

(3) Upper Limit on the Amount of Trust Money to Bentributed to the Trust as Funds for Acquiring g -%
Shares S o
The initial period of the Trust shall be two yeagrting from the fiscal year ending on March 31, 3 =

2017 to the fiscal year ending March 31, 2018. byithe period of the Trust, the Company will
create the Trust for the Directors fulfilling cenapecific requirements as beneficiaries by
contributing cash of up to a limit of one hundredi den million yen (¥110 million) as funds for
acquiring shares of the Company that need to heghiited to its incumbent Directors as
remuneration under the Plan. The upper limit ofaimount to be contributed shall be one
hundred and eighty million yen (¥180 million) (Ndtgin total with the amount of Trust Money
contributed to the Trust for Executive Officersfaisds for acquiring shares of the Company.
(Note 1) The Trust Money actually entrusted shalthe total amount of funds for acquiring
shares to which the estimated amount of necessatyg mcluding trust fees and
expenses are added.
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(4) Target Period of the Plan and Period of thesiru
As stated in 2 (1) above, the initial Target Pewbthe Plan shall be two (2) fiscal years (frora th
fiscal year ending March 31, 2017 to the fiscalrysrading March 31, 2018), and when the period
of the Trust is extended after the initial periedstated below, the Target Period will be the
consecutive fiscal years for the medium-term mamesye plan.
In principle, the Company will continue the Plandxtending the period of the Trust at the time
when the initial period of the Trust expires. (Timsludes the case where the Company extends
the period of the Trust practically by transferrthg assets in the Trust to a trust the Company
creates for the same purpose as the Trust; the Saalleapply hereinafter.) In this case, the
Company will additionally contribute money of upadimit of the amount obtained by
multiplying the number of fiscal years of the exted Trust period (on a fiscal year basis) by
fifty-five million yen (¥55 million) (ninety million yen (¥90 million) in total with the amount of
Trust Money contributed to the Trust for Execut@fficers) to the Trust as funds for acquiring
additional shares of the Company that would nedzetdistributed to the Directors under the
Plan, and will continue to grant stock distributjints to its Directors within the extended
period of the Trust.
However, in the case of such an additional contigioy if there are residual shares or cash
(hereinafter referred to as “Residual Shares, Jeitt the Trust Asset on the last day of the Trust
period before the extension, the total amount efTfitust Money to be contributed additionally
shall be within the amount obtained by deductirgaimount of the Residual Shares, etc. (as for
the shares of the Company, the number of sharainebitby deducting the number of shares
equivalent to the stock distribution points graniethe Directors that have not yet been
distributed shall be appraised at book value onasteday of the Trust period before the
extension) from the upper limit of the Trust Moreywhich the Company can contribute
additionally under each Plan. Even in the case a/htarck distribution points are not continued to
be granted as stated above, if the Directors tanwsimck distribution points are granted remain
in office, the period of the Trust may be extendatl the Directors retire and the distribution of
the Shares, etc., of the Company to them is coexgblet
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(5) Details of the Shares, etc., of the Companyridisted to Directors
The Company, pursuant to the Stock DistributionR&ipns prescribed by the Company’s
Board of Directors, defines stock points grantetheDirectors as the number calculated by
dividing by the book value per share of the Compleept in the Trust the standard amount of
distribution set according to each Director’s positmultiplied by the performance-linked factor
(Note 2) specified according to the Company’s neidrt management plan. The aggregate
number of stock distribution points to be grantgdie Company to its Directors for each fiscal
year shall be up to a limit of ninety thousand Q@0) points in total (of which up to fifty-five
thousand (55,000) points come under the Plan), théhaggregate number of stock distribution
points granted under the Plan for Executive Officer
(Note 2) The performance-linked factor is the sotaltof factors determined within the range
of zero (0) to one hundred fifty (150) % accordinghe attainment of the key
performance indicators specified in the medium-teranagement plan, each of
which shall have an appraisal weight. For the t)di6cal years of the initial Target
Period, from the viewpoints of improvement in capéfficiency and the promotion
of business development for a global niche leatlerconsolidated ROE,
consolidated operating income margin and cons@diaet sales will have respective
appraisal weights of fifty (50), twenty-five (25)étwenty-five (25).
The performance indicators, appraisal weights émckslistribution points granted
to Directors will be described in the business regpo

(6) Method of Acquisition of Shares of the Compémythe Trust
For the initial Target Period (two (2) fiscal yeaithe Trust will acquire shares of the Company
by the method of the Company’s disposition of toegshares or through the stock market within
the upper limit of the funds for acquiring sharéthe Company as stated in 2 (3) above.
If, during the period of the Trust, due to an iras®e in the number of Directors or any other cause,
the possibility arises that the number of shargb@Company kept within the Trust may fall
short of that corresponding to the number of sttiskibution points to be granted to the
Directors during the period of the Trust, the Compmay have the Trust acquire additional
shares by contributing additional money to thettwithin the upper limit of the Trust Money as
stated in 2 (3) above.

(7) Distribution of Shares, etc., of the Company
The total number of shares of the Company to kelulised to each Director through the Trust
will be determined as one (1) share per one (Ijtmpianted to him or her (provided, however,
that if any stock split, reverse stock split or alyer event for which it would be considered
reasonable to adjust the number of shares occtiigegipect to the shares of the Company, then
the Company will make reasonable adjustments depgah the ratio of such a stock split,
reverse stock split, etc.), and shares of the Compéll be distributed from the Trust to each
Director according to the cumulative stock disttibn points granted at the time of his or her
retirement. However, a certain specific portiortaf shares of the Company will be converted
into money within the Trust, and will be distribdte cash equivalent to the market value.
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(8) Exercise of Voting Rights
Pursuant to the instructions of the Trust Admimiir who will be independent of the Company,
the voting rights associated with the shares ofibmpany kept within the Trust shall not be
exercised without exception. This will assure tkeatrality of the Company's management in
relation to exercise of the voting rights of sublares.

(9) Handling of Dividends
Dividends on the shares of the Company kept witénTrust will be received by the Trust, and
will be applied to payment for acquisition of tHeases of the Company, trust fees for the Trustee
associated with the Trust, etc.

(10) Handling at the Time of Termination of the Jiru

Of the residual property left within the Trust éttime of expiration of the Trust, the shares of
the Company are scheduled to be acquired by thep@ayrwithout compensation and canceled
by the resolution of the Board of Directors. Of teeidual property left within the Trust at the
time of expiration of the Trust, pursuant to theyisions of the Stock Distribution Regulations
and the Trust Agreement, the Company is schedaolddnate a certain amount of cash to
specified public-service promotion corporationsrbepno stake in the Company and its
Directors.

End
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(Attachment)

Business Report
From April 1, 201
[ to March 31, 201

1. Matters concerning the state of the corporate guup
(1) Progress and results of business

In the world economy in the fiscal year under rewv{@pril 1, 2015 to March 31, 2016), while a
gradual recovery trend was observed in the UnitateS, the pace slowed down in the second
half due to the lower crude oil prices and strorig8rdollar. On the other hand, while there was a
decelerating trend in the growth of the economfeangerging countries including China, a
gradual recovery trend was seen in the Europeametp
Looking at Japan's economy, the economy continoieeldover moderately. On the other hand,
domestic demand remained weak mainly due to a delsyprovement of capital expenditure
and personal consumption from the income of cotpaad household sectors.
In the electronics industry, while demand for paesa@omputers and tablet PC remained sluggish,
inventory adjustments of some smartphones begtieisecond half of 2015. On the other hand,
markets related to the Internet of Things (loT)éaeen rapidly growing in recent years, and
there is strong demand for devices and servem@ggregating and analyzing big data.
In these environments, the Company’s Group has steadily growing sales of the CZ Series of
ultra-roughening agents that significantly imprake adhesion strength between copper and resin,
the EXE Series of products that realize a high-itfemsring pattern with the etching method, and
the CA and CB Series of agents for treating théaserof copper for use in flexible substrates. We
were able to achieve good results with FlatBONPraduct used in manufacturing electronic
substrates that can handle high-speed data trasiesmigiowever, there have been sluggish sales
of chemicals for use in touch panels accompanyiagmeak sales of tablet PCs.
Amalpha is a technique for directly bonding a matad a resin, and it has been adopted as a
chemical for use in the metal housing of some neotbdvices. We have continuously activated the
development and sales activities related to tluBrtigue, aiming at achieving new orders for
industrial robots and automobiles and the like.
As a result, our net sales in the fiscal year uneleiew amounted to 9.078 billion yen (up 0.2%
year-on-year), operating income was 2.185 billien yup 8.8% year-on-year), ordinary income
was 2.207 billion yen (up 3.7% year-on-year), aatincome attributable to the parent company’s
shareholders for the term was 1.514 billion yenXRy% year-on-year).
With regards to construction of the Amagasaki Headligrs, we are advancing with it as planned.
In addition, the Company received the “MinisteiState for Special Missions Award,” as one of
the “Leading Companies Where Women Shine in FY20b5 activities to promote the
development of a workplace environment in which vwarcan play an active role, specifically in
recognition of our policy, initiative and achievemh®n women's appointment to executive and
management positions as well as our remarkablenrstion disclosure of such activities.
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The situation with regards to sales by productgmateis as follows:

46th term 47th term
Catedo (previous fiscal year) (fiscal year under review)
gory Net sales Composition Net sales Composition | Year-on-year
(Millions of yen) Ratio (%) (Millions of yen) Ratio (%) (%)
Chemicals for use
Suk‘:‘gtt:‘atee"zcgﬁgﬁical‘ 8,486 93.7 8,718 96.0 102.7
for use with displays

Machines for

electronic substrates| 112 1.2 178 2.0 159.1
Materials for

electronic substrates| 432 48 154 L7 358

Others 26 0.3 26 0.3 99.8

Total 9,057 100.0 9,078 100.0 100.2
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(2) Situation with regards to capital investment
The total capital investment we implemented duthmgfiscal year under review came to 2208
million yen, and the main areas are as follows:

1) Main facilities completed during the fiscal yesrder review
Nagaoka Factory Expansion of production facilities
Laboratory Expansion of research facilities

2) Ongoing new construction and expansion of madilities during the fiscal year under review
Amagasaki Headquarters Construction of a new bssioice
Headquarters Construction of a mission-criticatesys

3) Sale, removal and destruction of significanefixassets carried out during the fiscal year under
review
N/A

(3) Financing
N/A
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(4) Status of chan

es in assets and profit and loss
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47th term
44th term 45th term 46th term (Fiscal year under
Category (Term ended (Term ended (Term ended review)
March 2013) March 2014) March 2015) (Term ended March
2016)
Net sales (million 6,703 8,003 9,057 9,078
yen)
Operating income 917 1,421 2,008 2,185
(million yen)
Ordinary income 956 1,551 2129 2,207
(million yen)
Net income
attributable to the
parent company’s 626 925 1,344 1,514
shareholders
(million yen)
Net income per 31.24 46.09 66.98 76.26
share (yen)
Total ailseent)s (million 10,883 12,869 14,646 15,715
Net as;gf) (million 8,669 10,265 12,039 12,250
Book value per 431.94 511.44 599.85 632.41
share (yen)
ROE (%) 7.6 9.8 12.1 12.5
Number of 274 275 284 301

employees (persons

)

Note: 1. The indexes per share are all calculayedducting the number of treasury stocks.
2. Treasury shares are excluded from the netsaasssiputed as a denominator for ROE

calculation.
3. The number of employees is the number of perntamaployees, and does not include

part-timers or short-term employees.
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(5) Issues to be addressed
With regards to the environment surrounding the Gamy’s Group, as described in “(1) Progress
and results of business” in “1. Matters concerrirggcurrent state of the corporate group” in the
attached documents, there is an ongoing situatievhich the economic trends are uncertain.
Despite these business conditions, we in the Grollizeep making the best use of our capacity
to develop advanced technologies in contributinguocustomers’ cost reduction and curbing our
environmental burden through improving efficiennyelectronic substrate processing processes.
We will also keep striving to boost our competitiess further through the utilization of the
Group network that can respond to demand in glotzakets, and we will keep making efforts to
secure new orders particularly for new productsh wie aim of enhancing profitability.
In addition, in order to realize further routes gwowth, we will do our utmost to tackle the
following issues, and strive to maximize shareholddue. We will strive to achieve a continuous
improvement in consolidated ROE based on a figtide@b.

1) Use of existing core technology to develop patslin new areas and the establishment of
businesses
The Group specializes in the businesses of matdoaklectronic substrates and parts, and
hence faces the risk of being strongly affectethieyamount of production in the electronic
substrate and parts industry. To reduce this wigkwill focus on utilizing the technology we
have accumulated so far and establishing techndlagycan be applied in new areas.
Specifically, to improve adhesion with plastic lmpghening the surface of metals such as
nickel, aluminum and stainless steel, we will coné to enhance AMALPHA, which can also
contribute to the weight reduction of products withusing an adhesive.

2) Strategy for overseas markets
The Company’s Group is building a strong sales agtwhat covers the electronic substrate
and parts markets in Japan. In the Asian marketmage some achievements — we focused
on acquiring customers, established subsidiariesaas that continue to see economic growth
such as China and Taiwan, and established an dffi¢eetnam.
On the other hand, with regards to general chesibalt cannot take advantage of the
superiority of our chemicals processes, we wilitgtgically sift and sort them for areas with
high marketability where a shift to high-densitpgucts is progressing, such as flexible
substrates. In this way, we will ensure that we segure orders while controlling risk. In order
to resourcefully and strategically tackle thesagss we will continue to focus on strengthening
the Group’s ability to meet customer needs.
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3) Strengthening corporate governance
The Company’s Group, in order to maximize sharedofdtofits, believes it is essential to
increase corporate value by making ongoing effairteed at strengthening corporate
governance. Specifically, our policy is to advaeftferts for fair and transparent management,
quick and accurate information disclosure, anddbgh accountability, and we are working
toward that aim in line with the concepts of ourpayate governance code. We will commit
ourselves to making a further improvements.
Also, in line with our policy to actively promoteversity of management, we are committed to
inviting Outside Directors into the Company. In ditah, we are setting rules through efforts
such as establishing strict criteria, if such GigdDirectors lack independence from the
Company.
Furthermore, the policy of the Company's Groupiagpoint more qualified personnel than
before, aiming to acquire a lot of value with sddversity. We will continue endeavoring to
enhance various systems such as those to readizedtuitment of Officers and managers, and
to allow all employees to return to work after doéire. As a recent result, the Company
received the “Minister of State for Special Missdiward,” as one of the “Leading Companies
Where Women Shine in FY2015,” for activities to mate the development of a workplace
environment in which women can play an active rsfmcifically in recognition of our policy,
initiative and achievement on women's appointmemixecutive and management positions as
well as our remarkable information disclosure aftsactivities.

4) Securing and nurturing human resources
The Company’s Group is actively working to recestellent staff to strengthen its R&D
system and selling power. However, that alone inough to fully strengthen the Group as a
whole. We will continue to secure the necessaryleyags in each field by hiring people with
specialist knowledge and nurturing our staff.

5) Improving business efficiency
We in the Group expect to see a large portion ®bilsiness continue to be increasingly
dependent on overseas locations. In line withttkisd, in order to ensure the efficiency and
appropriateness of the overall business, we wilbaduce people with expert knowledge and
strive to eliminate various risks.

By overcoming these issues, we in the Group will # acquire a position in multiple areas

where we are the only company or the number ongaag and will do our utmost to
continue to realize high growth on an ongoing basis
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(6) Status of important parent companies and subsidries (as of March 31, 2016)
1) Status of parent companies

N/A
2) Status of important subsidiaries
Company name Capital stock Invre;ti:)nent Main businesses

MEC TAIWAN COMPANY NT$25 million 100% Electronic substrate and
LTD. 0 parts materials business
MEC (HONG KONG) LTD. | HK$4.5 million 100% Electronic substrate and

parts materials business
MEC FINE CHEMICAL HK$8 million 100% Electronic substrate and
(ZHUHAI) LTD. (100f parts materials businesg
MEC CHINA SPECIALTY Electronic substrate and
PRODUCTS (SUZHOU) US$4 million 100% als business
CO. LTD. parts materials businesq
MEC EUROPE NV. EUR1 million 10099 Electronic substrate and

parts materials business

(*1) This is the part owned by MEC (HONG KONG) LTD.
(*2) MEC TAIWAN COMPANY LTD. has invested 0.05%.

(7) Main businesses (as of March 31, 2016)

The Company’s Group positions the electronic sabstand parts materials business as its main

business, and the classifications of each manutstiproduct and the main manufactured

products are as follows:

Classifications of manufactured products

Main mantufred products

Product

Chemicals for use with electroni
substrates
Chemicals for use with displays

c Adhesion improvers
Etching agents
Other surface processing agents

Machines for electronic substrats

before and

Machines for chemical treatment
p8/arious types of machines for use

after chemical treatmeng

Merchandise

Materials for electronic substra

Copper foil
Bry film

Others

Mechanical repair
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(8) Main offices and factories (as of March 31, 2@&)
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Name Location

MEC COMPANY LTD.: Headquarters Amagasaki, Hyogo

MEC COMPANY LTD.: R&D Center Amagasaki, Hyogo

MEC COMPANY LTD.: Nishinomiya Factory Nishinomiyalyogo

iz

MEC COMPANY LTD.: Nagaoka Factory Nagaoka, Niigata

MEC COMPANY LTD.: Tokyo Sales Office Tachikawa, hak

MEC TAIWAN COMPANY LTD.: Head office and
factories

MEC (HONGKONG) LTD.: Head office Kowloon, Hong Kong

MEC FINE CHEMICAL (ZHUHAI) LTD.: Head office
and factories

MEC CHINA SPECIALTY PRODUCTS (SUZHOU)
CO., LTD.: Head office and factories

MEC EUROPE NV.: Head office and factories Ghentigien

Taoyuan City, Taiwan

eference Documents
the General Meeting o
Shareholders

Zhuhai, China

:

Suzhou, China

(9) Status of employees (as of March 31, 2016)
1) Status of employees of the corporate Group

Increase or decrease compared with the end of the
previous fiscal year

=
O
o
O
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Q
=
7
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Number of employees

301 Increase of 17

Note: The number of employees is the number of paemt employees, and does not include
part-timers or short-term employees.

2) Status of employees of the Company

Increase or decrease compared
Number of . . Average length
with the end of the previous Average age )
employees : of service
fiscal year
168 (122 men) increase of 12 40.7 12.9 years
(46 women)

Note: The number of employees is the number of paemt employees, and does not include
part-timers or short-term employees.

( Audit Reports W (Financial Statementsw
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(10) Main lenders (as of March 31, 2016)
N/A

2. Matters related to the shares of the Company (aff March 31, 2016)
(1) Total number of shares authorized to be issued 80 million
(2) Total number of outstanding shares 20,071,093 (including 700,089 treasury stocks)
(3) Number of shareholders 5,440
(4) Major shareholders

Name of shareholder Number of shares held Sharelgatdtio
Japan Trustee Services Bank, Ltd. 1,272,200 6.56%
(Trust Account)
Maeda Holdings Ltd. 1,199,000 6.18
Kosaku MAEDA 1,005,304 5.18
The Master Trust Bank of Japan, Ltd. 857,600 4.42
(Trust Account)
Kazuo MAEDA 720,400 3.71
The Nomura Trust and Banking Co., Ltd. 640,800 3.30
(Investment Trust)
MEC Customers’ Shareholding Association 492,000 2.53
The Master Trust Bank of Japan, Ltd. 445,200 299
(Trust Account)
MEC Employees’ Stock Ownership Plan 340,688 1.75
Osamu KOSHITAKA 315,096 1.62

Note: 1. The Company holds 700,089 shares of trgasoack but is excluded from the major
shareholders listed above.
2. The shareholding ratio is calculated after dédgdhe number of treasury shares.

3. Matters related to the stock acquisition rightof the Company (as of March 31, 2016)
N/A
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(1) Directors and Auditors

4. Matters related to the Officers of the Companyds of March 31, 2016)
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Status Name Status of responsibility and importanturrent positions
CEO of the Company
MEC TAIWAN COMPANY LTD. Representative Directo

President & MEC (HONG KONG) LTD. Representative Director
) Kazuo MEC FINE CHEMICAL (ZHUHAI) LTD. Representative
Representative :

Director MAEDA Director
MEC CHINA SPECIALTY PRODUCTS (SUZHOU) CO.
LTD. Representative Director
MEC EUROPE NV. Director
Senior Managing Executive Officer and Head of Basi
Department
MEC TAIWAN COMPANY LTD. Director

Director Makoto MEC (HONG KONG) LTD. Director _

NAGAI MEC FINE CHEMICAL (ZHUHAI) LTD. Director

MEC CHINA SPECIALTY PRODUCTS (SUZHOU) CO.
LTD. Director
MEC EUROPE NV. Director
Managing Executive Officer, Head of Planning Office
Head of Innovation Office
MEC TAIWAN COMPANY LTD. Director

Director Toshiko MEC (HONG KONG) LTD. Director

NAKAGAWA | MEC FINE CHEMICAL (ZHUHAI) LTD. Director

MEC CHINA SPECIALTY PRODUCTS (SUZHOU) CO.
LTD. Director
MEC EUROPE NV. Director

Director Takayuki Management Research Professor at University of blyod

SATAKE Graduate School
Director Yutaka Profess_or at Faculty of'Chefmist_ry, Materials and
NISHIYAMA | Bioengineering, Kansai University
. . Katsuhiro
Full-time Auditor MAEDA
. . Taro
Full-time Auditor MATSUSHITA
Auditor Akiko Partner/Representative, Shinwa Tax Corporation
TANAKA President and CEO of COCORO DESIGN Co., Ltd.

Note: 1. The Directors Takayuki Satake and Yutakshijama are independent Outside Directors,

and have been registered as independent Direcitirshe Tokyo Stock Exchange.
2. The two Auditors of Katsuhiro Maeda and Akikon@ka are independent Outside

Auditors, and have been registered as independesttbrs with the Tokyo Stock

Exchange.

3. Auditor Taro Matsushita has been working indbeounting department of the Company

for many years with substantial experience of eimgpip accounting and financial
operations. He thus has considerable knowledgmance and accounting.

4. Auditor Akiko Tanaka is a certified tax accourttaand has considerable knowledge of
finance and accounting.
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5. Directors Yoshiro Mizoguchi and Hiroshi Nishikawompleted their terms of office at the
closing of the 46th Ordinary General Meeting of ighalders held on June 19, 2015, and
retired from their positions.

6. Auditor Hideaki Matsuyama resigned on May 8,20t the time of his resignation at
that time, Mr. Hideaki Matsuyama's important coment positions were Representative of
the Matsuyama Office and Representative Directdfanfia Ltd.

At the 46th Ordinary General Meeting of Sharehddezld on June 19, 2015, Mr. Hideaki
Matsuyama explained the reason for his resignditam the position as the fact that he
opposed the reappointment and promotion of a diredho was involved in a fraudulent
act with respect to the execution of a directouty,dout such opposition was not accepted.
However, Auditor Katsuhiro Maeda expressed an opioin behalf of the Corporate
Auditors then in office to the effect that the ‘idulent act” referred to by Mr. Hideaki
Matsuyama as the reason for his resignation coatldb@&@ deemed as a fraudulent act or a
material fact in violation of laws and regulatiokte also clarified the reason for his
judgment.

In addition, upon the resignation of Mr. Hideaki t8layama, Substitute Auditor Takao
Okuda was appointed as Auditor on May 15, 2015.Telkao Okuda retired upon the
expiration of his term of office at the closingtbé 46th Ordinary General Meeting of
Shareholders held on June 19, 2015.

7. In accordance with the provisions of Article 4Paragraph 1 of the Companies Act, the
Company and each of Messrs. Takayuki Satake, YN#tayama, Katsuhiro Maeda and
Taro Matsushita, and Ms. Akiko Tanaka, have enteredan agreement to limit their
liability for damages as specified in Article 4Egragraph 1 of the Act.

The maximum amount of liability for damages for lea€ the five persons under this
agreement is 10 million yen or the amount stipdatelaws and regulations, whichever is
higher.
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(2) Total amount of remuneration of Directors and Auditors

Total amount of c 5
q_) —
Category Number of people remuneration, efc. 89
Director 7 110 million yen % %
(Of which, independent Outside Directors) (2) (8) £5
Auditor 5 30 -g 5
(Of which, independent Outside Auditors) (4) (21) 5 2
Total 12 141 83
Note: 1. The Directors and Auditors mentioned abioekide two Directors and one Outside \>§_§
Corporate Auditor who retired at the conclusiorhef 46th Ordinary General Meeting of € %

Shareholders on June 19, 2015, and one OutsidefadepAuditor who resigned on May
8, 2015.

2. The remuneration limit for Directors was resadlte be an annual amount of no more
than 180 million yen at the 37th Ordinary Generaeling of Shareholders, held on June
23, 2006 (however, Article 361, Paragraph 1, Nof the Companies Act prescribes that
“this shall not include remuneration other than raet).

3. The remuneration limit for Corporate Auditorsswasolved to be a monthly amount of no
more than 5 million yen at the 32nd Ordinary Gehkleeting of Shareholders, held on
June 26, 2001.

4. Independent Outside Directors and Auditors hafired monthly remuneration.

5. The Board of Directors (excluding independents@ie Directors) have a fixed monthly
remuneration and performance-based compensati@tot@ amount of
performance-based compensation is calculated lmsednsolidated ordinary income,
and has a weight distribution depending on thetjposof the relevant person.

eference Documents
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(3) Matters related to Outside Officers
1) Establishment of criteria in the absence of reshelence
We have established the following strict critepa dise if Outside Directors have no
independence from the Company. By referring to th@emensure that all Outside Directors
have independence.

=
o
o
Q
14
)
0
o)
=
7]
S
m

( Audit Reports W (Financial Statementsw

-41-



a Has work experience in an organization that isroajor shareholder and holds 5% or more
of the voting rights or is a major shareholder.

b  Has work experience in the Company's main bankajomender.

¢ Has work experience in our major trading partnesroorganization that we position as our
major trading partner.

d Has work experience in our audit corporation, lamfor main securities firm.

e There have been cases where compensation suchasdtiw fees, attorneys' fees and tax
accountant remuneration have been paid by the Quyripaddition to executive
compensation.

f  The corresponding period from a to e above is withe past five years from the present
time.

g Isnext of kin to a person listed in any of thddwling (A) through (B).

(A) Persons listed from a to f above.
(B) Person who executes business, non-executive pefsoiloes not execute business, or
employee at the Company or its subsidiaries oliatés.

2) Organizations where significant concurrent posg are held and relationship with the
Company
As a rule related to the interlocking Directoradésll Officers, we have set the figure of three
companies. Officers with concurrent positions aréoflows:

. .l Relationship with
Category Name Status of important concurrent poositi the Company

Independent Takayuki Management Research Professor at | No special
Outside Director SATAKE University of Hyogo, Graduate School relationship

Professor at Faculty of Chemistry,

Independent Yutaka Materials and Bioengineering, Kansai No special
Outside Director | NISHIYAMA . . ' relationship
University
Partner/Representative, Shinwa Tax
Independent Akiko Corporation No special
Outside Auditor TANAKA President and CEO of COCORO relationship

DESIGN Co., Ltd.
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3) Major activities during the fiscal year
We have made it a rule that Outside Directorstatsamce rate at Board of Directors Meetings
and Outside Auditors’ attendance rate at Boarduditdrs Meetings must be at least 85%.

Category

Name

Status of major activities

Independent
Outside
Director

Takayuki
SATAKE

He attended all 18 meetings of the Board of Dinecheld
during the fiscal year, and utilized the specialikaowledge he
had cultivated as Professor at the Graduate Sdfdlsiness
Studies and his experience in management. In p&atjdo
achieve management that is based on the creaticustdmer
value, and as a public institution of society iderto establish
more firmly an in-house platform so that we fultllir
responsibility as a company that can contributéaéoocal
region, he works to establish an in-house systenaims for
an improvement in ES, an improvement in CS, andutiber
practice of CSR; and in particular, he makes adraous
contribution to the promotion of ESG and activelyeg his
objective opinion.

Independent
Outside
Director

Yutaka
NISHIYAMA

He has attended all 18 Board of Directors meetiradd in the
fiscal year, and utilized the specialized knowledgd
experience he has cultivated as a Professor auéyfaf
chemistry, materials and bioengineering, mainlthim Researcl
and Development Department, which has greatly darterd to
the Company. For the purpose of promoting ESG ase h
actively given useful recommendations and opinams
environmental aspects.

Independent
Outside
Auditor

Katsuhiro
MAEDA

He has attended all 18 Board of Directors meetargs17
Board of Auditors meetings that were held in tisedi year. He
has used the wealth of experience that he had/atdd as a
manager and his professional point of view, basektarning,
to actively give his audit opinion and wide-rangprgposals
related to the measure on how to address the Raviithe
Companies Act as well as corporate governancetitie of
business conduct, and reform of the risk managearaht
internal control system.

Independent
Outside
Auditor

Akiko
TANAKA

She has attended all 18 Board of Directors meetngsl?7
Board of Auditors meetings that were held in tisedi year,
and utilizing her knowledge as a tax accountantrerd
experience in guiding company management etc.habgiven
appropriate audit opinions and proposals relatddhtalling tax
risks, including giving a lecture on the key poiatshow to
address tax amendments for business purposeslaishess
strategy meeting held twice a year.
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5. Matters relating to Accounting Auditors
(1) Name of Accounting Auditor Deloitte Touche Tohmatsu LLC

(2) Amount of compensation for Accounting Auditor

Category Amount of remuneration, etc.

Amount of remuneration to be paid by the Company m#Hdon yen

Total amount of money to be paid by the Company igd
subsidiaries, and other economic benefits
Note: 1. In an audit contract entered into betwdenCompany and the Accounting Auditor, there

is no clear distinction between the remuneratiém, ér the audit based on the
Companies Act and the audit fee for the audit basetthe Financial Instruments and
Exchange Act, and they cannot be practically sepdrdherefore, the amount of
remuneration, etc., stated above that is to belpattie Company is indicated as the total
amount of these.

2. The Board of Corporate Auditors obtained theessary documents from the Directors,
the relevant departments of the Company and theukxtag Auditor, and confirmed the
details of the audit plan performed by the Accaugthuditor after the receipt of the
report thereof, the execution of duties conductethke Accounting Auditor, and the basis
for the calculation of compensation estimates. IKinas a result of reviewing the
appropriateness and validity, we made a decisioim@ronsent of the remuneration
amount, etc., of the Accounting Auditor.

3. Among the Company'’s subsidiaries, the auditalouwation-related documents of MEC
EUROPE NV. has been carried out by an audit firat ik outside the Company's
Accounting Auditor network. As audit fees for asdiin other subsidiaries, the total
amount to be paid to the Accounting Auditor in Haene network as the Company's
Accounting Auditor, Deloitte Touche Tohmatsu, isrhiBlion yen.

34 million yen

(3) Contents of non-audit services
The contents of the non-audit services for whigh@ompany pays remuneration to Certified
Public Accountants and Auditors include giving advi services relating to the restructuring of a
mission-critical system, advisory services relatmghe efficiency of internal control evaluation,
and advisory services relating to the early closihgccounts.

(4) Policy on determining the dismissal or reappoitment/non-reappointment of the Accounting
Auditor
The Board of Auditors has established selecticeicai and evaluation standards for an
Accounting Auditor, and also each period it confirthe independence and expertise of such
Auditor. If a change in the Accounting Auditor istdrmined to be reasonable, we will determine
the contents of a proposal for the dismissal orm@ppointment of the Accounting Auditor,
which is to be submitted to the Ordinary Generaedfey of Shareholders in response to
receiving a report from the Review Committee.
In addition, if the Board of Auditors judges thaétAccounting Auditor falls under any of the
items listed in Article 340, Paragraph 1 of the @amies Act, it will dismiss the Accounting
Auditor based on the consent of all Corporate Aurditin this case, the Auditor appointed by the
Board of Auditors shall, at the first general megtof shareholders to be convened after the
dismissal, report on the reason for the dismissdlthe fact that the Accounting Auditor has been
dismissed.

(5) Overview of the contents of liability limitation agreements
N/A
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6. Systems and policies of the Company
[Status of the Group’s Corporate Governance]
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(1) System to ensure the appropriateness of the boess operations of the Company and its
subsidiaries and affiliates (hereinafter referred 6 as the “MEC Group”)
An overview of the decision regarding a systemrnsuee that the Directors' performance of their
duties is in compliance with laws and regulationd the Articles of Incorporation and a system to
ensure the appropriateness of other company bssimes follows:
1) System to ensure that the performance of dafiédse MEC Group’s Directors and employees
complies with laws and regulations and the Artidéicorporation
(i) As the basis for the compliance system of tHeQViGroup, we have stipulated the
Group-wide Charter of Corporate Behavior, the CafoCode of Conduct, Internal
Control, Internal Audit and J-SOX Regulations, &wamnpliance Regulations. We have
established an Internal Control Committee and a@iamce Committee, which is chaired
by the President, and while promoting the buildimgjntenance and improvement of
internal control systems, as necessary, we alselaigthe relevant regulations and
guidelines, and implement employee education.

( Audit Reports W (Financial Statementsw
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(i) Aiming to have appropriate and efficient opwas, establish and maintain a system to

perform internal checks, and prevent fraud, e&fote it occurs, we have established the
Internal Control Office, which is an internal aud@partment, as an organization that is
under the direct control of the Board of Directdrge internal audit department reports
the results to the Board of Directors, in accor@anith the annual plan.

(iii) If the Directors discover an important fadiaut serious legal violations or other

(iv)

v)

(vi)

compliance issues in the MEC Group, they shall teipumediately to the Auditors and
other Directors.

As the MEC Group’s whistle-blowing system f@porting facts relating to acts in
violation of laws and regulations, acts in violatiof internal rules such as work rules, and
inhumane acts such as sexual harassment, we habéiged a whistle-blowing system
where one person from among the Outside Officargdatly an Outside Director) and
external lawyers, and the head of the Internal @b@ffice are direct recipients of
information. We ensure to prevent any whistleblofem receiving any disadvantages
attributable to his/her report or cooperation vifthestigations.

If the Auditors find there is a problem withetloperation of the Company’s legal
compliance system or whistle-blowing system, thay give their opinion to the President
and at the same time request the development abirament measures.

Full-time Auditors and the head of the Intdr@antrol Office have one meeting every
three months with the Outside Directors in pringjEnd while giving reports on the audit
or the like, they exchange opinions.

2) System to ensure that the duties of MEC GroDp'sctors are performed efficiently

(i)

(ii)

In order to ensure that the Directors' perfangeof their duties is carried out efficiently,
in addition to holding a Board of Directors meetonmgce a month, such meeting shall be
held on an ad hoc basis if necessary. In additi@re will be discussions with regards to
important matters relating to the business stratédglye Company at a business strategy
meeting held once a month and composed of DireetmisExecutive Officers, etc., and at
a company-wide policy meeting held twice a yeat toasists of managers, and the
results shall be thoroughly made known to all.

In order to enhance the supervisory functiathwespect to the performance of duties by
the Directors, we have promoted the appointme@udside Directors. At the same time,
we have also enhanced the Executive Officer Systgimthe aim of separating the
supervision and enforcement functions.

(iif) We have established the “Nomination and Congagion Advisory Committee” and the

(iv)
v)

“ESG Committee,” the majority of which are occupkgdOutside Directors directly
reporting to the Board of Directors. These commagtprovided a lot of useful advice to
the Board of Directors and also proposed candidsissd on thorough study.

In principle, the Outside Directors and Aud#shall have a meeting with the President
once every three months, and there they shall exgheleas and information.

In order to ensure the decisions made by therd@of Directors are carried out efficiently,
the MEC Group has established organization ruéggjlations on the division of duties,
administrative authority regulations, and regulasionringi (a method of reaching a
decision by using a circular letter), and stipulatee details of the responsible persons
and decision-making authorities and enforcementqmores of each business.
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3) System for the storage and management of infiemeelated to the performance of duties by

Directors of the MEC Group

The MEC Group has defined the matters for creastayjng and managing the minutes of
important meetings such as the Board of Directagstings andingi documents (requests for
managerial decision) in the Regulations of the BadmDirectorsRingi (approval) regulations,
Document management regulations, and other rulsegjulations, and it is carrying out
business processes in accordance with them.

4) Regulations and other systems for managemengkobdf loss in the MEC Group

(i) As the main risks that arise in our businedsvies, we recognize A. Risk of violation of

(i) As the basic framework of risk management,hage established the MEC Group Risk

(iii) We have formulated a business continuity p(BEP), and also a task force headed by the

5) System to ensure the appropriateness of busimessh Group company

(i)

laws, regulations or the Articles of Incorporati@;Quality risk; C. Environment Risk; D.
Information leakage and security risk; E. Disasisk; F. Supply-chain risk; and other
risks, and develop an internal system in orderésgand manage them.

Management Regulations and Related Regulationsplacdd the legal affairs, risk
management and CSR group as the responsible deparfirisk management, and
established a system where management respotisibdie set out for each individual
risk.
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President so that when unforeseen circumstancsss #ne task force can obtain the
support of outside experts if necessary and rapetipond to the situation, prevent
damage before it occurs, and implement measum@inimize any damage.

In order to ensure the proper operation of bess in each Group company, regulations are
shared throughout the Group such as the groupHwateagement philosophy, the mission
statement, the Group Charter of Corporate BehathierCorporate Code of Conduct,
Regulations on the Management of Affiliated Companinternal Control/Internal
Audit/J-SOX Regulations, Whistle-blowing RegulatipiRisk Management Regulations,
and other documents. In addition, each companyaMEC Group formulates the

relevant rules and guidelines, and implements eyegldraining.

(i) We have established “Regulations on Affilidflanagement” in order to manage the

business of each Group company, and based on theimGoup company conducts
decision-making and reporting; in addition, by g important matters to a resolution
at the MEC Group’s Board of Directors meeting, Itlaginess of each Group company is
managed.

In addition, each domestic business division, idiclg the business headquarters overseas,
links with and cooperates with the business departenof the Group companies for each
business area.

(iii) If the Directors discover an important mattdyout legal violations or other compliance

issues in a Group company, they shall report imatet}i the matter to the Auditors and
other Directors.

(iv) When each Group company recognizes therevislation of laws or other compliance

v)

issues in the business management and managenigancgiprovided by the Company,
they shall report the violation to the Auditors a@hd Internal Control Office, and the
Auditors and the Internal Control Office can giteit opinions to the President and at the
same time request the development of improvemensures.

To enhance the MEC Group audit and internatrobrthere is a policy whereby the
Auditors and the Internal Control Office both synadl offices and rooms in Japan and
overseas. When conducting a survey on overseaglsguhes, there is information
exchange not only with the Group’s Accounting Aadibut also with parties such as the
local Accounting Auditor.
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6) System for Directors and employees of the MEGUBIto report to Corporate Auditors, and the

system for reporting to other Auditors

(i) Based on various regulations relating to matthat Directors and employees should
report to Auditors and the timing of such reportitige Directors and employees shall
report to the Auditor each time about importanttaratthat affect the Company’s business
or financial performance. The MEC Group shall eadorprevent any whistleblower from
receiving any disadvantages attributable to supbrte

(i) Notwithstanding the preceding paragraph, Aaditcan, at any time and if necessary,
request reports from Directors and employees.

7) System to ensure that audits of other Auditoesparformed efficiently

(i) The Board of Auditors, in principle, has fiveertings a year with the Accounting Auditors
and a monthly meeting with the Internal Controli€@df and there is an exchange of views
and information on those occasions in order toea@htooperation and mutual checks and
balances.

(i) Auditors may, when they deem it necessanhim practice of an audit, independently
appoint a lawyer, a certified public accountanbthrer external experts. Any prepayment
or reimbursement of expenses arising from the ai@tof each Auditor's duties shall be
properly treated upon request from the Auditor.

8) Matters relating to the corresponding employbemAuditors request the stationing of an
employee (auxiliary employee) to assist them iiir ttheties
The Company has stipulated provisions relatingnpleyees who are to assist the Auditors in
their duties, and it has stipulated provisionstiegato the procedure of appointing auxiliary
employees in cases where there is a request fredutitors.

9) Matters concerning independence from Directbesuailiary employees

(i) To ensure that employees who assist the Cotpdévaditors with their duties are
independent from the Directors, the Board of Divextshall be required to obtain a prior
agreement of the Board of Corporate Auditors wheternining the appointment,
termination, personnel transfer, revision of wagesl so forth of such employees. An
employee who assists a Corporate Auditor’s dutipen receiving necessary orders for
auditing work from the Auditors, shall not receim&lers or instructions related to the
Auditors’ orders from any Director or employee.

(i) Auxiliary employees shall not concurrently geras Officers related to the execution of
business.
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(2) Overview of the operational status of the syste to ensure the appropriateness of the MEC
Group’s business operations

1) Operational status regarding the system to ensampliance with laws and regulations and the

Articles of Incorporation

(i)

(ii)

The Company held meetings of the Internal Carffommittee and the Compliance
Committee twice a year during the fiscal year undgiew, which all Directors and
Auditors attended. In any case, there were nofégnit deficiencies detected that should
be disclosed.

The Internal Control Office has reported the anmualit plan to the Board of Directors.
In view of the importance of the whistle-blawg system, the Company promoted the
development of the whistle-blowing system for the@ companies. The operational
status of the whistle-blowing system was repontethé Compliance Committee.

(iii) The full-time Auditors and the Internal ContrOfficer exchanged meaningful opinions

(iv)

v)

(vi)

with each of the Outside Directors at meetings fald times during the fiscal year under
review.
To ensure the employees’ understanding andptiance with the MEC Group’s
management policy and the Corporate Code of Corstutttat they can act as good
corporate citizens, we provided compliance edunatio the basis of the “Labor and
Ethics Guidelines” to all newly joined employeeasc{uding contract and temporary
workers) to let them know the programs and ingting available for and applicable to
them.
To encourage directors, corporate auditorsgtkee officers and employees of the Group
companies to share and act on the MEC Group’s neemeigt philosophy and the
medium-term management plan with our common vaheCompany provided
appropriate education and trainifag dissemination and penetration.
In the fiscal year under review, we placecpty on the items below to be enhanced:
A. Supplier management

We provided training to promote the understandinthe Subcontract Act (Act against

Delay in Payment of Subcontract Proceeds, Et@)ltihe Group companies, and asked

them to cooperate with suppliers.

B. Contract training
We provided a basic training program on contradtsriestic and international) with
the aim of deepening the employees’ understandingspect for the mutual rights of
the MEC Group and others.

C. Strengthening of information security
We enhanced security when the former mission-aligsgstem was replaced by a new
one.

(vii) We conducted monitoring surveys on a regbiasis for the purpose of understanding of

company-wide compliance status, and reportedtheédCompliance Committee.

2) Operational status regarding the system to ensfficient execution of the duties of Directors

(i)

(ii)

The Company held the Board of Directors meefiBgimes during the fiscal year, and
actively deliberated and discussed the follow-uthefmedium-term management plan,
the budget, measures on how to address the Revittbe Companies Act and corporate
governance, and capital expenditure on new worleglac

The Nomination and Compensation Advisory Corted and the ESG Committee held
meetings six times, respectively, to provide usatlilice to the Board of Directors with a
focus on measures on how to address the Revisitied@@ompanies Act and corporate
governance. In addition, both committees also renended candidates for CEO, CFO, a
female executive officer, and the like.
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(iii) The Outside Directors and Corporate Auditbex] meetings with the President on four
occasions.

3) Operational status regarding the storage ancganent of information
We reviewed the information management procedundb® storage and management of
business-related information.

4) Operational status on risk management
We have established the “MEC Group Risk ManagerRegulations” for dissemination and
penetration to each Group company. We have algmapzd the “BCMS Manual” and provide
training concerning important business operati@isce the Company is engaging in
chemicals, we also place emphasis on the risk sreees of safety and chemicals, which were
reported to the Risk Management Committee heldehaigear, together with the status of the
risk management system, including Group compafoeshe purpose of sharing information
and detecting deficiencies.

5) Operational status regarding the system to ertkerappropriateness of Group companies’

business operations

(i) We organized and improved the group-wide commegulations, such as the Corporate
Code of Conduct, Internal Control/Internal AudiBOX Regulations, Whistle-blowing
Regulations, and Risk Management Regulations.

(i) Auditors and the Internal Control Office augtitthe whole of each Group company with
the exception of MEC (HONGKONG) LTD., a small sizentity, and exchanged
information with local accounting auditors.

6) Operational status regarding the audit by Audito

(i) Corporate Auditors attended discussions heléhigortant bodies, such as the Business
Strategy Meeting, besides the Board of Directorsting, and confirmed the status of the
development and operation of the internal contystesm together with the results of
onsite audits.

(i) Corporate Auditors had information exchangeetimgys six times with Accounting
Auditors and twelve times with the Internal Cont@ifice. They also attended a meeting
sponsored by the Accounting Division to talk withedunting Auditors and the Internal
Control Office.
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(3) Basic policy on control of the Company
1) Concept and content of the basic policy

The Company believes that when a stock offer isetagurchase a large volume of the
Company'’s shares with the purpose of controllirggdbtermination of the financial and
business policies of the Company, such offer shbaltasically accepted or refused based on
the judgment of the individual shareholders. Thanefeven if a transfer of management
control has the meaning or effect of activating@uenpany’s business activities, it is not in a
position to deny such offer in any way.
However, in cases where company acquisition coeldadsried out by share acquirers who have
an illegal purpose such as selling shares at dnsxely high price, in order to protect the
interests of all stakeholders, including sharehslddne Company believes that preventing
damage to the corporate value is a responsibiliti@Board of Directors of the Company. For
this reason, we believe that when a party proptusparchase or acquire a large number of the
Company'’s shares, the Company should considerathieiats of the business plan of the
proposer and also its past investment behaviar,atd also fully consider the impact that the
purchase or acquisition proposal would have orCibbpany's corporate value and the
common interests of its shareholders; and we atieue it is necessary for the Board of
Directors to disclose the results of its judgmenshiareholders.
In addition, the Company does not determine in adeany measures (so-called “takeover
defense measures”) to prepare for a specific tiresed by a Tender Offer to acquire a large
amount of the Company's shares. However, with tegathe responsibilities of the Board of
Directors when it receives a mandate from sharehs)dn addition to watching the situation of
buying and selling transactions and changes imdftgers of the Company's shares, if a party
that is contemplating a large acquisition of thempany’s shares emerges, the Company
evaluates any takeover proposal and business pldahs acquirer, with cooperation from
outside experts. When the proposed acquisitiorumrhase is determined to violate the
Company's corporate value and the common inteoé s shareholders, it decides whether or
not to implement countermeasures and the spedfiteat of them, and carries them out.
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2) Specific contents of the initiatives

(i)

(ii)

Effective use of Company assets, formationroppropriate corporate group, and other
special initiatives to contribute to the realizatiof the basic policy
The Company implements initiatives such as the¥alhg in order to contribute to the
realization of the above-mentioned basic policy seive the common interests of the
shareholders.
A. Improvement of corporate value by promoting aliam-term management plan
a Strengthening of the sales force in the world'somajarkets
b Enhancement and strengthening of the product Im&am cutting-edge board to
general-purpose board applications
¢ Expansion of business opportunities by reducingetheronmental impact
d Development of new business areas by refining ®@olgy to join metal and resin,
and others
e Achieve sustained improvement in consolidated R@Eed on a figure of 10%.
B. Actively return profits to shareholders, implethenedium- and long-term investment
for sustainable growth
a Actively return profits to shareholders, aiming foconsolidated dividend payout
ratio of 30% as a medium-term goal
b Use about 10% or more of sales to make prior imvest in research and
development
¢ Adapt to changes in demand in each market in thiédymake investments in
production equipment to realize the same qualityiad the world, etc.

Refer to the basic policies, and implementiatives to prevent decisions on the
Company's financial and business policies fromdpentrolled by inappropriate persons
Against any person who contemplates a large-seathpse of shares of our Company,
we will require the acquirer to provide informatinacessary for the shareholders to

appropriately decide whether or not to accept éhevant large-scale purchase of shares of

the Company. In addition, we will also disclose dpinion of the Board of Directors of

the Company to secure time for the consideraticshafeholders of the Company, so that
we will be able to take appropriate measures t@gtent permissible under the Financial
Instruments and Exchange Act, the Companies Adtodmer related laws and regulations.

3) Judgment of the Board of Directors and the nedlserefor with regards to the initiatives
outlined in the previous item
With regard to each initiative in the previous itéjn since they are efforts carried out in order
to continuously improve the Company's corporatee/and serve the common interests of the
shareholders, the Board of Directors of the Compadges whether any of them meet the
following requirements:

(i)
(ii)

Itis in line with the first item of the basjmlicy.
It does not impair the interests of the shatdbrs.

(iii) It is not for the purpose of having the Offis of the Company maintain their position.
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(4) Policy related to determining the dividend of srplus
1) Policy on determining the dividend of surplus

Concerning the allocation of surplus, the Compaeny & basic policy of maintaining a balance
between re-investing profits in business activif@dong-term corporate value expansion and
returning profits to each stakeholder including shareholders; the policy is implemented after
taking into account the business performance ®ictrresponding term and future outlooks,
etc. As examples of re-investment of profits inibass activities, we focus on investment in
research and development to strengthen and mattaipetitiveness, investment in
production equipment, and international strategiestment, and also strive to build up
internal reserves to establish a stable finantiattire that can support our ongoing business
activities. In addition, with regard to dividendge intend to reflect the profits of the period in
dividends while maintaining the concept of payitapte dividends.
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2) Appropriation of surplus for the current term
With regard to the appropriation of retained eagaibrought forward of 2,139,246,660 yen, we
based our decision on the above-mentioned basicyptd set the dividend to thank our
shareholders for their daily support. By a resolutof the Board of Directors meeting held on
May 20, 2016, the year-end per share dividend whatslO yen. Adding this to the interim
dividend of 8 yen that has been paid already, timzal dividend comes to 18 yen per share.
The total amount of the year-end dividends paidllv&l 193,710,040 yen. In addition, we have
added 800 million yen of funds to a separate resemnd the balance of 1,145,536,620 yen will
be retained earnings carried over to the next term.
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Consolidated balance sheet

(As of March 31, 2016)

(Unit: thousand yen)

ASSETS LIABILITIES
Current assets: 8,113,455 Current liabilities: 2,764,261
Cash and deposits 4,700,530 Eé’}i‘& rahd - accounts 821,729
r'\(lecc):teei\s/abln-tr:dned accour 2,570,287 Accounts payable-other 267,821
g/loeorgFandise and finishe 330,732 Accrued expenses 68,367
Work in process 39,329 Income taxes payable 273,936
Raw materials and supplies 214,345 Provision for bonuses 211,463
Deferred tax assets 198,798 bRgr?SQée for director. 25,800
Other 70,935  Accounts payable - facilities| 938,966
Alowance for  doubtiu (11,504)|  Other 156,177
Noncurrent assets: 7,602,182| Noncurrent liabilities: 700,924
Property, plant and equipment 6,511,912 Deferred tax liabilities 628,681
Buildings and structures 1,250,055 Net defined benefit liability 47,624
Machinery, equipment  a 336,985/  Other 24,618
Total liabilities 3,465,185
Tools, furniture and fixtures 233,398 NET ASSETS
Land 2,853,550 Shareholders' equity: 11,442,414
Construction in progress 1,837,922 Capital stock 594,142
Intangible assets 161,525 Capital surplus 446,358
Investments and other assets 928,743 Retained earnings 10,993,84}
Investment securities 416,453 Treasury stock (591,925
Net defined benefit asset 405,06 gjllljggggna;?dtranslation 808,035
Deferred tax assets 12,466 ng}lﬁatttl)cl)(?—f orc-jg;?éesn;ceuriti%r 70,698
Q(I:I(c:)(\)/\ﬁanr}[ce for doubtfu (32,338) Egr?;%?;ﬁj;ﬁ?ents of define 116,154
Total net assets 12,250,45p
Total assets 15,715,63 Total liabilities and net assets 15,715,637
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Consolidated statement of income

[From April 1, 2015

to March 31, 2016}

(Unit: thousands
Item Monetary amount

Net sales 9,078,197
Costs of sales 3,042,595

Gross profit 6,035,601
Selling, general and administrative expenses 3,850,078

Operating income 2,185,523
Nonoperating income

Interest and dividends income 48,938

Revenue income from trial products 20,206

Other 14,960 84,104
Nonoperating expenses

Share allocation 4,996

Foreign exchange losses 54,042

Other 2,650 61,689

Ordinary income 2,207,938
Extraordinary income

Gain on sales of noncurrent assets 6,142 6,142
Extraordinary loss

Loss on sales of noncurrent assets 1,347

Loss on retirement of noncurrent assets 58,317 59,664

Net income attributable to the parent

company’s shareholders before income taxes 2,154,416

Income taxes-current 587,544

Income taxes-deferred 52,162 639,707

Net income 1,514,709

Net income attributable to the parent 1,514,709

company'’s shareholders
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Consolidated statement of changes in shareholdersquity

(From April 1, 2015
&to March 31, 2016
(Unit: thousand yen)
Shareholders' equity
. . Total
Capital stock Capital Reta!ned Treasury stockl shareholders'
surplus earnings )
equity
Balance at beginning of 594,142 446,358 9,800,268 12)| 10,840,756
current period
Changes in monetary
amount during period
Dividend of surplus (321,136) (321,136)
Net income attributable tq
the parent company’s 1,514,709 1,514,709
shareholders
Acquisition of treasury (591,912) (591,912)
stock
Net change in amount of
items other than
shareholders' equity (net)
Total changes in monetary - - 1,193,572 (591,912) 601,660
amount during period
E;‘r'%r:fe atend of current 594,142 446,358| 10,993,841 (591,925)| 11,442,416
Valuation and translation adjustment
Valuation Foreign Remeasurements
difference on currency . valuation and| Total net assets
- - of defined
available-for- | translation . translation
o . benefit plans )

sale securitieg adjustment adjustment
Balance at beginning of 144,206 864,092 190,613 1,198,912 12,039,669
current period
Changes in monetary
amount during period
Dividend of surplus (321,136)
Net income attributable
to the parent company’s 1,514,709
shareholders
Acquisition of treasury (591,912)
stock
Net change in amount
of items other than
shareholders' equity (73,508) (242,910) (74,459) (390,877) (390,877)
(net)
Total changes in
monetary amount (73,508) (242,910) (74,459) (390,877) 210,782
during period
Balance at end of 70,698 621,182 116,154 808,035 12,250,452
current period
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Balance sheet

(As of March 31, 2016)

(Unit: thousand yen)

ASSETS LIABILITIES
Current assets: 4,515,689| Current liabilities: 2,273,985
Cash and deposits 2,387,033 Notes payable-trade 492,311
Notes receivable-trade 271,783 Accounts payable-trade 152,686
Accounts receivable-trade 1,193,197 Accounts payable-other 154,329
Merchandise and finishe 110.318 Accrued expenses 56,843
goods ’ Income taxes payable 178,894
Raw materials and supplies 107,492 Deposits received 12,240
Prepaid expenses 18,379 Provision for bonuses 211,463
Deferred tax assets 107,826 Reserve for directors’
. 25,800
Accounts receivable-other 312,746 bonuses
Other 6,911 Asset retirement obligations 4,225
Noncurrent assets: 6,714,184 Notes payable-facilities 48,833
Property, plant and equipment 5,166,804 Accounts payable-facilities 935,910
Buildings 707,932 Other 536
Structures 38,530| Noncurrent liabilities: 133,808
Machinery and equipment 170,416 Reserve for retirement
. ' 33,010
Vehicles 11,921 benefits
Tools, furniture and fixtures 130,094 Deferred tax liabilities 76,806
Land 2,274,036 Asset retirement obligations 587
Construction in progress 1,833,872 Other 23,405
Intangible assets 148,034| Total liabilities 2,407,794
Leasehold rights 29,380 NET ASSETS
Software 116,735 Shar(.-:‘holders equity: 8751,380
Capital stock 594,142
Other 1,918 Capital surplus 446,358
Legal capital surplus 446,398
Retained earnings 8,302,804
Investmentsandother assets 1,399,345 . . !
Legal retained earnings 63,557
Investment securities 416 453 Other retained earnings 8,239,246
"7 General reserve 6,100,090
Stocks of subsidiaries ar] 687,935 Retained earnings brought 2139246
affiliates forward
Investments in capital b Treasury stock (591,925)
Long-term prepaid expenses 24Xa!uat|on apd translation 70,698
adjustment:
Prepaid pension cost 237,7 14Valqat|on difference on 70,698
available-for-sale securities
Other 56,962 Total net assets 8,822,07B
Total assets 11,229,878 Total liabilities and net assets 11,229,87B
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Statement of income
[ From April 1, 2015]

to March 31, 2016
(Unit: thousand yen)

Iltem Monetary amount
Net sales 6,309,981
Costs of sales 2,073,459
Gross profit 4,236,521
Selling, general and administrative expenses 2,784,586
Operating income 1,451,935

Nonoperating income
Interest and dividends income 309,704

Other 24,411 334,115

Nonoperating expenses

Foreign exchange losses 54,575
Other 970 55,546
Ordinary income 1,730,504

Extraordinary income

Gain on sales of noncurrent assets 466 466

Extraordinary loss

Loss on retirement of noncurrent assets 55,645 55,645

Net income attributable to the parent

company’s shareholders before income taxes 1,675,326
Income taxes-current 361,000

Income taxes-deferred 38,169 399,169
Net income 1,276,156

-58-



Statement of changes in shareholders' equity

From April 1, 201
to March 31, 2016

(Unit: thousand yen
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Shareholders' equity
Capital surplus Retained earnings
Other retained
Capital | Legal | Total | Legal camings _ Total | Treasury | . 9@
4 : - Retained . shareholders|
stock capital capital | retained G | ) retained stock equity
surplus | surplus | earnings enera earnings earnings q
reserve brought
forward
Balance at
beginning of current| 594,142 | 446,358 | 446,358| 63,557 | 5,300,000| 1,984,226| 7,347,784 12) 8,388,272
period
Changes in
monetary amount
during period
Provision of general
rosra 019 800,000 (800,000) - -
Dividend of surplus (321,136) | (321,136) (321,136)
Net income 1,276,156| 1,276,156 1,276,156
Acquisition of
"egsurysmk (591,912)|  (591,912)
Net change in
amount of items
other than
shareholders' equity
(net)
Total changes in
monetary amount - - - - 800,000| 155,019| 955,019 (591,912) 363,107
during period
Ej‘r'f‘e”nctepztriigd"f 594,142 | 446,358| 446,358| 63,557 | 6,100,000 2139,246| 8,302,804| (591,925)| 8,751,380

Valuation and translation adjustments
Valuation Total valuation and
difference on . Total net assets
. translation
available-for-sale )
i adjustment
securities
Balance at beginning of current period 144,206 144,206 8,532,4799
Changes in monetary amount during period
Provision of general reserve
Dividend of surplus (321,136)
Net income 1,276,156
Acquisition of treasury stock (591,912)
Net change in amount of items other than
shareholders' equity (net) (73,508) (73,508) (73,508)
;gtr%dchanges in monetary amount duripg (73,508) (73,508) 289,599
Balance at end of current period 70,698 70,698 8,822,078
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Copy of the Accounting Auditor’s report relating to the consolidated financial statements

Report of Independent Auditors

May 13, 2016
MEC COMPANY LTD.

To: The Board of Directors
Deloitte Touche Tohmatsu LLC

Designated Limited
Liability Partners
Managing Partner

Certified Public

Accountant Tomoyoshi WADA (Seal

Designated Limited
Liability Partners
Managing Partner

Certified Public

Accountant Kenichiro OKAMOTO (Seal

We have audited the consolidated financial statésnenmprising the consolidated balance sheet, t
consolidated statement of income, and the condelidstatement of changes in shareholders' equity
and notes to consolidated financial statements BENCOMPANY LTD. for the year from April 1,
2015 to March 31, 2016 in accordance with Articld AParagraph 4 of the Companies Act.

Management's Responsibility for the ConsolidatethRcial Statements

Management is responsible for the general prejparamd fair presentation of consolidated financia
statements in conformity with corporate accounstandards that are accepted as fair and reasadna
Japan. This includes putting in place and manaigitggnal control that the management deems to b
necessary in order to properly prepare and presgrsolidated financial statements that are frem fro
material misstatements, whether due to fraud ar.err

Auditor’s Responsibility

Our responsibility is to express an opinion ondbasolidated financial statements based on out au
as an independent Auditor. Our audit was conductedcordance with auditing standards that are
generally accepted as being fair and reasonaldlagan. Those standards require that we plan and
perform the audit to obtain reasonable assuranoet athether the consolidated financial statement
are free from material misstatement.

An audit involves performing procedures to obtaidievidence of the amounts and disclosures in
consolidated financial statements. The audit proees) at our judgment, are selected and appliest
on the assessment of risks of material misstatenfeéhe consolidated financial statements, whethe
due to fraud or error. The purpose of the audibiste express an opinion on the effectiveness of

internal control, but in order to design audit prderes that are appropriate in the circumstanceswi

conducting risk assessment, we examine the efégetiss of the entity's internal control that isvaie
to the preparation and fair presentation of thesobdated financial statements. An audit also ideki

ple

the
as

evaluating the appropriateness of the accountitigipe used and the reasonableness of the accguitin

estimates made by management, as well as evaluhgrgyerall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basis f
our audit opinion.

Opinion

In our opinion, the consolidated financial statetagaferred to above, which were prepared in
accordance with accounting standards that are ginaccepted in Japan, present fairly, in all mate
respects, the status of profit and loss of MEC CMP LTD. and its consolidated subsidiaries for t
period, for which the consolidated financial sta¢eis were prepared.

Interest
Our firm and engagement partners have no intangbiei Company that should be disclosed pursua

Nt to

the provisions of the Certified Public Accountafits.
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Copy of the Accounting Auditor’s report relating to the financial statements

Report of Independent Auditors

May 13, 2016
MEC COMPANY LTD.

To: The Board of Directors
Deloitte Touche Tohmatsu LLC

Designated Limited
Liability Partners
Managing Partner

Certified Public

Accountant Tomoyoshi WADA (Seal

Designated Limited
Liability Partners
Managing Partner

Certified Public

Accountant Kenichiro OKAMOTO (Seal

We have audited the financial statements, comgyigia balance sheet, the statement of incometatensent of
changes in shareholders' equity and notes to nosetidated financial statements and supplementdrgdiles of
MEC COMPANY LTD. for the 47th term from April 1, 28 to March 31, 2016 in accordance with Article 436
Paragraph 2, Item 1 of the Companies Act.

Management's Responsibility for the Financial Steats

Management is responsible for the general preparatid fair presentation of financial statementstarir
supplementary schedules in conformity with corppeatcounting standards that are accepted as fhir an
reasonable in Japan. This includes putting in péaxcemanaging internal control that the managemieains to be
necessary in order to properly prepare and prégamicial statements and their supplementary sdeedbat are
free from material misstatements, whether dueaodror error.

Auditor’'s Responsibility

Our responsibility is to express an opinion onfthancial statements and their supplementary sdbhedased on
our audit as an independent Auditor. Our audit @aslucted in accordance with auditing standardsattea
generally accepted as being fair and reasonalllagan. Those standards require that we plan afatipethe
audit to obtain reasonable assurance about whisthdinancial statements and their supplementargdules are
free from material misstatement.

An audit involves performing procedures to obtaidibevidence about the amounts and disclosurtgein
financial statements and their supplementary sdeedilihe audit procedures, at our judgment, asxts and
applied based on the assessment of risks of miatgigatatement of the financial statements and thei
supplementary schedules, whether due to fraudror. the purpose of the audit is not to expressgnion on the
effectiveness of internal control, but in ordedtsign audit procedures that are appropriate icitbeamstances
when conducting risk assessment, we examine thet®fness of the entity's internal control thakigvant to the|
preparation and fair presentation of the finansiatements and their supplementary schedules. diha@so
includes evaluating the appropriateness of thewatom policies used and the reasonableness afdt@unting
estimates made by management, as well as evaluhérmyerall presentation of the financial stateitmamd their
supplementary schedules.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisour audit
opinion.

Opinion

In our opinion, the financial statements and teapplementary schedules referred to above, which prepared
in accordance with accounting standards that arergély accepted in Japan, present fairly, in aterial respects
the status of profit and loss of the financialestaénts and their supplementary schedules for ttiedydor which
the financial statements and their supplementargdudes were prepared.

Interest
Our firm and engagement partners have no intemasiei Company that should be disclosed pursuahgto
provisions of the Certified Public Accountants Act.
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Copy of the Report of Board of Auditors

Audit Report

The Board of Auditors, having received a report freaeh Auditor and Board of Auditors member o

the method and results of his or her audit on #réopmance of duties of Directors during the 47th

fiscal period from April 1, 2015 to March 31, 20H%d, as a result of discussion, does hereby repof

the results of the audit as follows:

1. Method and details of the audit conducted byitausl and Board of Auditors members

In addition to formulating the audit policy and amhaudit plans and receiving reports concernin
the status and results of audits conducted by Aadhor and Board of Auditors member, the Boal
of Auditors received reports from the Directors #imel Accounting Auditors regarding the
performance of their duties and sought explanatiamsn deemed necessary.

Furthermore, each Auditor and Board of Auditors rhemin accordance with the audit standardg
policy and plans formulated by the Board of Auditaought to facilitate mutual understanding w
the Directors, the Internal Control Office and atemployees, gathered information and worked
improve the environment for conducting audits,rattl the business strategy meetings and othe
important meetings, received reports on the exeeutf their duties from the Directors and
employees, etc., asked for explanations as negesssected important decision documents, an
examined the status of operations and assets hettteoffice and all offices. The Board of Audito
members also periodically received reports fromDrectors, the Internal Control Office and othg
employees, sought explanations as necessary, anglssed their opinions regarding the contentg
resolutions by the Board of Directors concernirgdievelopment of systems stipulated in Article

—

[S

-

of

100, Paragraphs 1 and 3 of the Enforcement Regusatibthe Companies Act, which are necessfry

to ensure that the Directors’ performance of tdaties is in conformity with laws and regulations
and the Articles of Incorporation of the Compamy & ensure the appropriateness of the opera
of the Company, as described in the Business Regortell as the status of the building and

management of the system developed pursuant torssctutions (internal control system). During

the period under review, we had one meeting evegetmonths with the CEO & President, in
addition to the Outside Directors, for a total ofif times, and 12 meetings with the Internal Cdnt
Office. In addition, the Board of Auditors memberamined the contents of the basic policy
presented in the Business Report stipulated irckeril8, Item 3(A) of the Enforcement Regulatid
of the Companies Act, and each measure stipulatAdicle 118, Item 3(B) of said act, in light of
the status of discussions by the Board of Direcaoi others. With respect to subsidiaries, we

ions

(0]

ns

communicated and exchanged information with the®ars and employees of the subsidiaries, §nd

received Business Reports from the subsidiariemesssary; in addition, excluding the subsidiar
MEC (HONG KONG) LTD., which is small in scale, we mté¢o the other subsidiaries and
investigated the status of their business andsad3ased on the above methods, we examined th
Business Report for the fiscal year under review.

In addition, we examined whether the Accounting ibarchad been maintaining an independent
position and had implemented appropriate auditkdzhby expertise, and at the same time we
received an explanation of the audit plan in adedgnzm the Accounting Auditor, as well as a rep
on the performance of its duties, and sought expians as necessary. In addition, we received g
report from the Accounting Auditor saying that gstem for ensuring that duties are performed
properly” (as stipulated in Article 131 of the Qreince on Accounting of Companies) had been
established in accordance with the “Quality Con8tandards for Auditing” (October 28, 2005,
Business Accounting Council), and we sought exjians as necessary.

DIt
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We had six meetings with the Accounting Auditor. s¥®0 had meetings and exchanged opiniong
and information with the Accounting Auditors of allibsidiaries at the time of visiting the sites.
Based on the above method, the Board of Auditorsinees conducted examinations of the
consolidated financial statements for the fiscaryeonsolidated balance sheet, consolidated
statement of income, consolidated statement ofggmm shareholders' equity, and notes to
consolidated financial statements) as well asitrantial statements (balance sheet, statement o
income, statement of changes in shareholders'yegtatement of changes, and notes to
non-consolidated financial statements) and thgipmentary schedules.

2. Results of the audit
(1) Results of the audit of the Business Repott, et

(i) We recognize that the Business Report presenigaion of the Company fairly pursuant
to laws and regulations and the Articles of Incogpion.

(ii) With regard to the performance of duties of Direstmo unfair conduct, nor any material
breach of laws, regulations or the Company’s Agtabf Incorporation has been found.

(i) The details of resolutions approved by the BoarDicéctors concerning the internal contrgl
system are proper and fair. In addition, no mattess necessitate comment have been foynd
regarding the details defined in the Company’s Bess Report or the performance of dutips
of Directors, both with respect to the internal ttohsystem.

(iv) No matters that necessitate comment have been fegadding basic policy related to the
individuals responsible for determining the fina@nd business policies presented in thd
Company’s Business Report. As described in theragsi Report, we recognize that the
effective use of the assets of the Company, thadtion of an appropriate corporate grouy,
and special initiatives to contribute to the reatiian of other basic policies, as stated in
Article 118, Item 3(B) of the Enforcement Regulatiaf the Companies Act, are in line with
the basic policy, and do not detract from the cominéerests of shareholders; in addition,
we recognize that they are not intended for the@ars of the Company to maintain their
positions.

(2) Results of the audit on consolidated finanstatements
The methods and results of the Accounting Auditolo®te Touche Tohmatsu LLC are fair and
reasonable.

(3) Results of the audit on the financial staternemd supplementary schedules
The methods and results of the Accounting Auditoloite Touche Tohmatsu LLC are fair and

reasonable.
May 19, 2016
MEC COMPANY LTD. Board of Auditors
Full-time Outside Auditor Katsuhiro MAEDA (Seal)
Full-time Auditor Taro MATSUSHITA (Seal)
Outside Auditor Akiko TANAKA (Seal)
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Access Map for the Venue of the 47th Ordinary Genedl Meeting of Shareholders

Venue Meeting Room 701, 7th floor, Amagasaki Chambe€ommerce and Industry Hall
3-96, Showa-dori, Amagasaki City, Hyogo Prefecture

Map to the Venue

To lked:
I:. : |I Ly
|II [} \

e RULIL
) | C
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|| ' q\—/II yako
|| Archaic otel New
Vo Haljl Archaic
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Chuo | &' @ Police box 59 Amagasaki
Shopping Terminal g g | Chamber of
District| | Chuo| TEIA & (5 | Commerce and
Park 5 Industry Hall
. | ® Hanshin
To Amagasaki Stanon% i I(—Ianshin) To
o — |Main Line

Sannomi
HHHHH

Hanshin
: amba Line

<Transportation>: Please get off at Amagasaki Station (Hanshirnj,vaalk to north
for around 3 minutes.
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