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May 10, 2016

To whom it may concern:

Company Name: MEC COMPANY LTD.
Representative: President & CEO Kazuo MAEDA
(Securities code: 4971)
Contact: Corporate Communication Office Head
Yoshihiro SAKAMOTO
(TEL +81-(0) 6-6414-3451)

Announcement of the Introduction of a Performanceihked Stock Incentive Plan for the
Company's Directors

MEC COMPANY LTD. announces that a meeting of its Bioafr Directors on May 10, 2016 resolved to introglac
performance-linked stock incentive plan (hereiraféderred to as "the Plan") utilizing a trust seevfor the Company's
Directors (excluding Outside Directors) as recomdaehby the Nominating and Remuneration Advisory @xttee
organized by a majority of Outside Directors. heliwith this, we will submit a proposal for theroduction of the Plan
to the 47th annual meeting of shareholders schadulelune 21, 2016 (hereinafter referred to asGigeral Meeting
of Shareholders"). Details are as follows.

1.

2.
(1) Ouitline of the Plan

Details

Purpose of the Introduction of the Plan

The Company currently pays a fixed cash remuneratimha consolidated ordinary income-linked cash

remuneration to its Directors (excluding Outsidegbiors, and the same hereinafter). In order toesth@ value with

the shareholders further, the Company has decwgdroduce the Plan and pay a stock remuneratiainis

separate from the current remuneration for the ggef improving the Company’s medium- to long-term
performance and contributing to increasing the eafithe Company. Introduction of the Plan is scibje approval

for the stock remuneration at the General Meetinghareholders. When the proposal on the introdnaif the

Plan is passed at the General Meeting of Sharetsoddeit is, the Company is going to introduce xedttive
Officers (excluding those who concurrently serv®asctor, and the same hereinafter) a performdin&ed stock
incentive Plan (hereinafter referred to as “thenRta Executive Officers”, and the trust in the PfanExecutive
Officers shall be referred to as “the Trust for Exae Officers”) as well.

Outline of the Plan

This Plan is a medium- to long-term performancedihktock incentive Plan whereby a trust will beatzd with
money the Company contributes (hereinafter refetwexb “the Trust”) and acquire shares of the Campa
(defined as shares of common stock of the Compamy the same hereinafter) to distribute the shafrdse
Company to the Company'’s Directors based on thek stistribution points granted to the Directorsading to
their positions and the performance-linked factdriis advance, following the Stock Distribution R&gions
prescribed by the Company’s Board of Directors {juted, however, that part or all of the stock dttion may
be made in money equivalent to the market valubestock of the Company pursuant to the StockribDigion
Regulations. Thus hereinafter referred to as “thar&s, etc. of the Company”) .

According to the Stock Distribution Regulationse thompany’s Board of Directors will, based on tkérdtion
of the evaluation period for calculating stock disition points as the consecutive fiscal yearthefperiod for the
medium-term management plan (three consecutival fi@ars) that are targeted by the Plan (hereinagterred
to as “the Target Period” provided, however, thatfie first calculation of stock distribution parthe Target



Period shall be two fiscal years from the fiscalryending on March 31, 2017 to the fiscal year mgpdilarch 31,
2018 as the first fiscal year of the Target Permdlie medium-term management plan has alreadgghss
calculate the stock distribution points for eachebior, taking account of the medium- to long-term
performance-linked factor. In principle, the Direct will receive a distribution of the Shares, efche Company
according to the cumulative number of such stoskritution points when they retire from their offic

The structure of the Plan is outlined as follows:

<Outline of Structure of the Plan>
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(Note) Dotted lines denote the movements of shares.

(i) The Company will establish Stock Distribution Reigns intended for its Directors.

(i) The Company will create a stock distribution trtisird-party-benefit trust) for its Directors asnediciaries.
When doing so, the Company will entrust an amofimi@ney equivalent to that for the fund for acquirshares ang
overhead costs to the Trustee.

(iii) The Trustee will acquire, in one block, a suffitienough number of shares of the Company thatqrected
to be distributed in future (by deposition of tr@asshares or from the stock market).

(iv) Throughout the period of the Trust, the Company agiboint a Trust Administrator (to be limited todparty
independent of the Company and its Directors amp@ate Auditors) who is responsible for protectihg interests
of the beneficiaries who are covered by the Stoiskribution Regulations and for supervising the Tees
Throughout the period of the Trust, any voting rigigsociated with the shares of the Company kepiwibe Trust
shall not be exercised.

(v) Pursuant to the Stock Distribution Regulationsprided in advance, the Company will grant stoskrittiution
points to its Directors.

(vi) The Directors fulfilling requirements prescribedfire Stock Distribution Regulations will receivs, a
beneficiaries of the Trust, a distribution of shavethe Company equivalent to the cumulative nunaf¢he points
from the Trustee when they retire from their office.

In certain specific cases set forth in advanc&énStock Distribution Regulations and the Trust &grent, the
Company will sell part of the distributable shakept within the Trust in the stock market and distté the money.
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®3)

(4)

(5)

Creation of the Trust

The Company will create the Trust by contributing filmeds necessary for the Trust to acquire, in adedaor a
certain specific period of time, such number ofrehaf the Company as is reasonably expected tedugred for
distribution pursuant to the Stock Distribution REgions. The Trust will acquire shares of the Conyplay
applying the funds contributed by the Company ssuace of its funds.

Upper Limit on the Amount of Trust Money to berffidbuted to the Trust as Funds for Acquiring Skare

The initial period of the Trust shall be two yeatsrting from the fiscal year ending on March 311 2to the

fiscal year ending March 31, 2018. During the peebthe Trust, the Company will create the Trusttifie

Directors fulfilling certain specific requiremerds beneficiaries by contributing cash of up taratlof one

hundred and ten million yen as funds for acquighgres of the Company that need to be distribotéd t

incumbent Directors as remuneration under the Hlaa.upper limit of the amount to be contributedlkbe one

hundred and eighty million yen (Note 1) in totatlwihe amount of Trust Money contributed to the Tfas

Executive Officers as funds for acquiring sharethefCompany.

(Note 1) The Trust Money actually entrusted shalifgetotal amount of funds for acquiring sharewlich the
estimated amount of necessary costs including fieestand expenses are added.

Target Period of the Plan and Period of the Trust

As stated in 2 (1) above, the initial Target Penbthe Plan shall be two fiscal years (from thedisyear ending
March 31, 2017 to the fiscal year ending March2Z11,8), and when the period of the Trust is exteraftt the
initial period as stated below, the Target Periollilvé the consecutive fiscal years for the medienmt
management plan.

In principle, the Company will continue the Plandxtending the period of the Trust at the time wteninitial
period of the Trust expires. (This includes theeoakere the Company extends the period of the Pprastically
by transferring the asset in the Trust to a trustGbmpany creates for the same purpose as the angsthe same
hereinafter.) In this case, the Company will addislly contribute money of up to a limit of the aumo obtained
by multiplying the number of fiscal years of thaended Trust period (on a fiscal year basis) ky-fize million
yen (ninety million yen in total with the amountBfust Money contributed to the Trust for Execut@iicers) to
the Trust as funds for acquiring additional shafdb@® Company that would need to be distributeDitectors
under the Plan, and will continue to grant stoatribution points to its Directors within the extimdl period of the
Trust. However, in the case of such an additionatrdmution, if there are residual shares or caghndimafter
referred to as “the Residual Shares, etc.”) inTthest Asset on the last day of the Trust periodiethe extension,
the total amount of the Trust Money to be contiouadditionally shall be within the amount obtaiigd
deducting the amount of the Residual Shares, &tdof the shares of the Company, the number oéstubtained
by deducting the number of shares equivalent ttibek distribution points granted to the Directibvat haven't
been distributed yet shall be appraised at the wable on the last day of the Trust period befoeeetktension.)
from the upper limit of the Trust Money to whicket@ompany can contribute additionally under eaam.Ftven
in the case of not continuing to grant stock disttion points as stated above, if the Directorshom stock
distribution points are granted remain in offidee period of the Trust may be extended until the@ors retire
and the distribution of the Shares, etc. of the gamy to them is completed.

Details of the Shares, etc. of the CompanyrDisted to Directors

The Company, pursuant to the Stock Distribution Regns prescribed by the Company’s Board of Divext
defines stock points granted to the Directors astimber calculated by dividing by the book valeeghare of
the Company kept in the Trust the standard amdidistribution set according to the each Directqisition
multiplied by the performance-linked factor (Nodespecified according to the Company’s mid-term agement
plan. The aggregate number of stock distributiointsdo be granted by the Company to its Direcforgach



fiscal year shall be up to a limit of ninety thomdapoints in total (of which up to fifty-five thoasd points come

under the Plan) with the aggregate number of stigatkibution points granted under the Plan for Exee

Officers.

(Note 2) The performance-linked factor is the sutaltof factors determined within the range of A5® %
according to the attainment of the key performandeators specified in the medium-term management
plan, each of whickhall have an appraisal weight. For the two fiscal years of the initial TargetiBdr
from the viewpoints of improvement in capital eiiecy and promotion of business development for a
global niche top, consolidated ROE, consolidatedatpe income margin and consolidated net sales
will have a respective appraisal weight of 50, 25 and 25.

The performance indicators, appraisal weights amekdistribution points granted to Directors wid b
described in the business reports.

(6) Method of Acquisition of Shares of the Compémgythe Trust
For the initial Target Period (two fiscal yearsk ffirust will acquire shares of the Company by tle¢hod of the
Company’s disposition of treasury shares or thrahghstock market within the upper limit of the disrfor
acquiring shares of the Company as stated in at{@ye.
If, during the period of the Trust, due to an irae in the number of Directors or any other cahsepossibility
that the number of shares of the Company kept witheé Trust becomes short of that correspondingeamtimber
of stock distribution points to be granted to thieebBtors during the period of the Trust arises,Gompany may
have the Trust acquire additional shares by cortnigadditional money to the trust within the upperit 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 beilolised to each Director through the Trust will letetmined
as one share per one point granted to him or mevi(ed, however, that if any stock split, revessack split or
any other event for which it would be considereasmnable to adjust the number of shares occursresthect to
the shares of the Company, then the Company witerneasonable adjustments depending on the ratioaf a
stock split, reverse stock split, etc.), and shafédke Company will be distributed from the Truseach Director
according to the cumulative stock distribution geigranted at the time of his or her retirementweler, a
certain specific portion of the shares of the Comypaill be converted into money within the Trustdanill be
distributed in cash equivalent to the market value.

(8) Exercise of the Voting Rights
Pursuant to the instructions of the Trust Admimiir who will be independent of the Company, thengprights
associated with the shares of the Company keptwiitie Trust shall not be exercised without exceptichis will
assure the neutrality of the Company's managememstation to exercise of the voting rights of sstiares.

(9) Handling of Dividends
Dividends on the shares of the Company kept witménTrust will be received by the Trust, and wél &pplied to
payment for acquisition of the shares of the Comgptinst fees for the Trustee associated with thes(T etc.

(10) Handling at the Time of Termination of the Trust
Of the residual property left within the Trust la¢ ttime of expiration of the Trust, the shareshef€Company are
scheduled to be acquired by the Company withoutpemsation and canceled by the resolution of thedofa
Directors. Of the residual property left within theust at the time of expiration of the Trust, pansuto the
provisions of the Stock Distribution Regulationsidhe Trust Agreement, the Company is scheduleidbate a
certain amount of cash to specified public-serpigamotion corporations bearing no stake in the Camgand its
Directors.



(Reference: Outline of Stock Distribution Trust @fficers)

(1]
(2]
(3]
(4]
(5]
(6]
[7]
(8]
9]

Name: Stock Distribution Trust for Directors

Settlor: MEC COMPANY LTD.

Trustee: Sumitomo Mitsui Trust Bank, Limited

Beneficiaries: Directors meeting beneficiargueements

Trust administrator: A third party with no intest in MEC COMPANY LTD. is scheduled.
Type of trust: Trust of money other than caslstt(third-party-benefit trust)

Conclusion date for the trust agreement: Aug816 (prospective)

Date of money entrustment: August, 2016 (prospe)

Period of the Trust: From August, 2016 (progpe) to August 2018 (prospective)



