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Please note that the following is an unofficial English translation of Japanese Notice of
Convocation of the 142nd Ordinary General Meeting of Shareholders of Kyosan Electric
Manufacturing Co., Ltd. Kyosan provides this translation for your reference purposes only and
without any warranty as to its accuracy or otherwise. In the event of any discrepancy between this
translation and the Japanese original, the latter shall prevail.

(Code No. 6742)
June 5, 2007
To Our Shareholders:

Tsutomu Nishikawa

President and Representative Director
Kyosan Electric Manufacturing Co., Ltd.
2-29-1 Heian-cho, Tsurumi-ku, Yokohama

Notice of Convocation of the 142nd Ordinary General Meeting of Shareholders

You are cordially invited to attend the 142nd Ordinary General Meeting of Shareholders of Kyosan Electric
Manufacturing Co., Ltd. (“Kyosan” or the “Company”), to be held as follows.

Some of the items on the proposal require a quorum before resolutions can be adopted. If you are
unable to attend the meeting, you may otherwise exercise your voting rights in writing. Please read
the attached Reference Documents for the Ordinary General Meeting of Shareholders provided
below, and indicate your approval or disapproval of the respective proposals, and return the enclosed
Voting Rights Exercise Form by Wednesday, June 27, 2007.

1. Date and Time: 10:00 a.m., Thursday, June 28, 2007
2. Place: Kyosan Conference Room, 2-29-1 Heian-cho, Tsurumi-ku, Yokohama
3. Purposes of the Meeting:
Matters to be Reported: 1. Business Report, Consolidated Financial Statements for the 142nd Term
(from April 1, 2006 to March 31, 2007) and Reports of Audit of the
Consolidated Financial Statements by the Accounting Auditors and
Board of Statutory Auditors
2. Report on the Financial Statements for the 142nd Term (from April 1,
2006 to March 31, 2007)
Matters to be Resolved:

Proposal No. 1: Allocation of Surplus

Proposal No. 2: Partial Amendments to the Articles of Incorporation

Proposal No. 3: Election of 4 Statutory Auditors

Proposal No. 4: Election of 1 Substitute Auditor

Proposal No. 5: Approval of Countermeasures to Large-Scale Purchases of Kyosan Shares

(Defensive Measures against Takeovers)

* If you are attending the meeting, please submit the enclosed Voting Rights Exercise Form at the
reception desk.

* Any amendments to the Reference Documents for the Ordinary General Meeting of Shareholders,
Business Report, Consolidated Financial Statements and Financial Statements will be posted on
Kyosan’s website (http://wwww.kyosan.co.jp).
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Reference Documents for the Ordinary General Meeting of Shareholders
Proposals and Reference Information

Proposal No. 1:  Allocation of Surplus
It is proposed to pay an ordinary year-end dividend of 3.50 yen per share. This is the same as the interim
dividend and is based on a policy of maintaining stable dividends and rewarding shareholders for their
support. This dividend, together with a 3 yen per share commemorative dividend in honor of the 90th
anniversary of the company’s founding, will result in a total year-end dividend of 6.50 yen per share.
1. Information on the year-end dividend
(1) Allocation of dividend assets to shareholders and amount of allocation
7.50 yen per share of Kyosan’s common stock (includes a 3 yen per share commemorative dividend
in honor of the 90th anniversary of the company’s founding)
(2) Surplus dividend effective date
June 29, 2007
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Proposal No. 2:
1. Description of changes
The following changes are proposed.

Partial Amendments to the Articles of Incorporation

(Changes indicated with underlines)

Existing Articles

Proposed Amendments

Article 21  Term of directors

1. The term of directors shall be until the
conclusion of the Ordinary General Meeting of
Shareholders for the final business year
concluding within 2 years of election.

2. The term of directors elected to fill new
positions or alternate positions shall be until
the conclusion of the terms of currently-serving

directors.

Article 21 Term of directors
The term of directors shall be until the conclusion of
the Ordinary General Meeting of Shareholders for
the final business year concluding within 1 year of
election.

(Deleted)

(New)

Chapter 8: Defensive Measures against Takeovers
Article 43 Countermeasures to Large-Scale
Purchases of Kyosan Shares

1. The General Meeting of Shareholders may
adopt resolutions on countermeasures to
large-scale purchases of the Company’s shares
(hereinafter “Defensive Measures against
Takeovers™) as proposed by the Board of
Directors.

2. Defensive Measures against Takeovers
pursuant to the preceding paragraph shall refer
to the issue of new share subscription rights or
other measures as provided for in the Japanese
Corporation Law, other applicable laws and
ordinances and these Articles of Incorporation
and as adopted in advance to respond to the
acquisition of Kyosan shares or other securities
by parties that could potentially injure
Kyosan’s corporate value and the common
interests of shareholders.

3. Defensive Measures against Takeovers
approved by a General Meeting of
Shareholders shall require the approval of the
General Meeting of Shareholders for the final
business year concluding within 3 years of
adoption to continue in effect, and so thereafter.

4. Resolutions pursuant to Paragraph 1 and
Paragraph 3 shall be resolutions as stipulated in
Avrticle 309:1 of the Japanese Corporation Law.

(New)

Addendum

Notwithstanding the provisions of Article 21 of the
Atrticles of Incorporation, the term of directors
elected by the Ordinary General Meeting of
Shareholders convened on June 29, 2006 shall be
until the conclusion of the Ordinary General
Meeting of Shareholders scheduled to be convened
in 2008.

This addendum shall be deleted after the expiration
date.
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Proposal No. 3:  Election of 4 Statutory Auditors

The terms of all members of the Board of Statutory Auditors (4 members) will expire at the conclusion of
this Ordinary General Meeting of Shareholders, and it is proposed to elect 4 statutory auditors as shown
below.

The consent of the Board of Statutory Auditors has been obtained for the submission of this proposal.

Candidates for the Board of Auditors (4)

N Name Biography, Positions and Assignments in the Company, Number of :[he
0. . . L9 ; Company’s
(Date of Birth) and Representative Positions in Other Companies Shares Held
April 1961 Joined Kyosan
August 1986 General Manager, Operations
Yasumasa Inaba Headquarters,.Kyosan . .
1 (October 28, 1938) October 1989 %anager, Business Planning Office, 26,000 shares
yosan
June 1994 Full-Time Auditor, Kyosan
(to the present)
April 1965 Joined Kyosan
October 1994 Manager, Power Converter Division,
L . Kyosan
2 Michihiro Hiraoka June 1997 Auditor, Nihon Inter Electronics 14,000 shares
(June 14, 1940) Corp
June 2003 Auditor, Kyosan
(to the present)
May 1985 Branch Manager, Shimo-Akatsuka
Branch, The Bank of Mitsubishi,
Ltd.
June 1987 Branch Manager, Dusseldorf Branch
Hidehiro Yokoyama May 1991 Branch Manager, Shinbashi Branch
3 June 1994 Director, Nihon Tokushu Toryo Co., 7,000 shares
(October 2, 1942) Ltd
June 1998 Managing Director, Nihon Tokushu
Toryo Co., Ltd.
June 2005 Outside Auditor of Kyosan
(to the present)
October 1987 Passed bar exam
April 1990 Registered as a lawyer (Yokohama
Masatoshi Oshima Bar Associatio.n), joined Yokohama
4 (August 30, 1961) Sogo Law Office 0 shares
' (to the present)
April 2006 Vice President, Yokohama Bar
Association

(Note)

1. Each candidate has no specific interest with Kyosan.

2. Both Hidehiro Yokoyama and Masatoshi Oshima are candidates for outside auditor.

3. The reason for electing Hidehiro Yokoyama as candidate for outside auditor is to utilize his professional
insights and experiences with a long career in finance for the auditing systems of Kyosan.
The term of his office is 2 years at the conclusion of this General Meeting of Shareholders since he
became outside auditor of Kyosan.

4. The reason for electing Masatoshi Oshima as candidate for outside auditor is to utilize his professional
insights and experiences as a lawyer for the auditing systems of Kyosan.
Masatoshi Oshima does not have any direct experience in corporate management, but is considered to be
suitable for the position of outside auditor in light of his experiences and insights as a lawyer.

Proposal No. 4:  Election of 1 Substitute Auditor
It is proposed to elect 1 substitute auditor to serve in the event that there is an opening on the Board of
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Statutory Auditors such that the number of auditors falls below the statutory requirement.

The preliminary election of the substitute auditor shall remain in force until the convention of the next
Ordinary General Meeting of Shareholders.

The consent of the Board of Statutory Auditors has been obtained for the submission of this proposal.
The following candidate is proposed as substitute auditor.

Name Biography, Positions and Assignments in the Company, Ngr;]rgeragf ’tshe
(Date of Birth) and Representative Positions in Other Companies sh pany
ares Held
October 2001 Passed bar exam
S October 2003 Registered as a lawyer (Yokohama

(Sem:al;;l;fa ':%JITS?G) Bar Association), joined Yokohama 0 shares

’ Sogo Law Office

(to the present)

(Note)

1. The candidate for substitute auditor, Miki Kitajima, satisfies all requirements for outside auditor.

2. The reason for electing Miki Kitajima is to utilize his professional insights and experiences as a lawyer
for the auditing systems of Kyosan.
Miki Kitajima does not have any direct experience in corporate management, but is considered to be
suitable for the position of outside auditor in light of his experiences and insights as a lawyer.




[Translation for Reference Purposes Only]

Proposal No. 5:  Approval of Countermeasures to Large-Scale Purchases of Kyosan Shares (Defensive
Measures against Takeovers)
No. 1 Programs and policies to maintain and improve Kyosan’s corporate value and the common
interests of shareholders
Kyosan Electric Manufacturing Co., Ltd., was established on September 3, 1917 in Kanda, Tokyo. It
subsequently changed its name and moved its head office to Tsurumi, Yokohama, but for a period of
approximately 90 years has developed and manufactured products for industries such as railways,
transportation, telecommunications and electric power.
Many of these products are Japan-Firsts or World-Firsts, and the Kyosan Group has, since its inception,
enjoyed a reputation for reliability and performance, making public-oriented contributions to society with
extraordinarily flexible and adaptable technologies.
As it approaches its 90th anniversary in September 2007, Kyosan has formulated a new “Medium-Term
Business Plan” that provides 5-year milestones to bring the company up to its centennial. Called, “Kyosan
New Vision 100,” the plan entered into effect in FY 2007.
“Kyosan New Vision 100” envisions a company that creates and evolves “safety” and “security.” It
expresses this in the motto “Reliability Number One Kyosan,” and articulates the company’s purposes as
“the happiness and evolution of those who work at Kyosan Electric Manufacturing and its affiliates,”
“reasonable returns to stakeholders, including dividends to shareholders” and “contributions to society and
care for the global environment.”
The plan defines five key functions to achieve these goals: “expansion of business based on customer
satisfaction and trust achieved through technology, quality, price and delivery,” “expansion of business
based on a reorientation of operating structures towards core competences and profitability,” “enhancement
of the base of operations through greater asset efficiency, financial stability and appropriate capital
investments,” “enhancement of corporate governance” and “effective recruiting and training of human
resources and enhancement of human resources systems.” The company has embarked on specific
company-wide and division-level strategies and is working proactively towards the achievement of these
targets.

No. 2 Purpose in introducing the Plan

As discussed in more detail below, our purpose in introducing the Plan is to maintain and improve
Kyosan’s corporate value and the common interests of shareholders.

There have been growing numbers of cases in which purchasers acquire large volumes of shares
unilaterally and without obtaining the consent of the company’s management. Kyosan is not opposed to all
large-scale purchases of its shares if they do indeed contribute to its corporate value and the common
interests of its shareholders. We believe that it is ultimately up to the shareholders as a whole to accept or
reject acquisition proposals that involve a transfer of control over the company.

Nonetheless, there are some large-scale share purchases that, in light of their objectives etc., would clearly
harm corporate value and the common interests of shareholders, essentially compel shareholders to sell
shares, fail to provide the board of directors and shareholders of the target company with sufficient time
and information to study the nature and content etc., of the large-scale share purchase or provide a
counterproposal from the board of directors of the target company, require negotiations with the purchaser
to secure more advantageous terms and conditions than those initially offered, or otherwise fail to
contribute to corporate value and the common interests of shareholders.

Kyosan serves industries that are highly public in nature, as can be seen from its core business of “railway
and roadway signal systems.” It is essential that we maintain the trust of our customers by continuing to
provide safe, quality, high value-added products quickly and inexpensively. We believe there are many
crucial elements in this, for example: 1) sustained and stable management based on long-term vantage
points so as to fully discharge our responsibilities to provide stable supplies of products that impinge on the
very cores of our customers’ businesses; 2) maintenance and assurance of requisite levels of internal
reserves so as to engage in an ongoing process of forward-looking investments in research, development
and capacity that will maintain and improve the safety of our products; 3) stabilization and assurance of
employment so as to maintain and pass on high levels of technology and skills; and 4) maintenance of high
levels of pride among employees and awareness of the responsibilities that come with being in a business
so closely related to public welfare and safety, in other words the maintenance of our corporate culture and
values as Kyosan Electric Manufacturing Co., Ltd. We believe that any large-scale purchaser of Kyosan’s
shares who fails to maintain and improve these elements over the medium and long terms would
significantly injure Kyosan’s corporate value and the common interests of its shareholders. In addition to
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these concerns, any proposal received from an outside purchaser who is interested in making a large-scale
purchase of our shares, we must appropriately understand Kyosan’s tangible and intangible management
resources, the potential impact of future-oriented policies and programs, and other components of Kyosan’s
corporate value, and these must be appropriately judged in terms of the impact that the purchase would
have on Kyosan’s corporate value and the common interests of shareholders.

In light of these circumstances, the Board of Directors of Kyosan has reached the decision that it is
absolutely necessary for the company to have a framework to restrain large-scale purchases that are
contrary to Kyosan’s corporate value and the common interests of shareholders by enabling the Board to
negotiate on behalf of shareholders in the event of a large-scale purchase of Kyosan’s shares.* This
framework should provide the information and time required for shareholders to make a decision as to
whether they will respond positively to the proposed large-scale purchase and for the Board of Directors of
Kyosan to provide shareholders with counterproposals.

These are the reasons that led the Kyosan Board of Directors to introduce the Plan. Please be advised that
Kyosan does not at this point in time face a specific threat of acquisition.

No. 3 Description of the Plan
1. Overview of the Plan
(1) Establishment of procedures for invoking the Plan

The Plan establishes procedures to be invoked (see also No. 3-2 “Procedures for invoking the Plan)
in the event of a large-scale purchase of Kyosan’s shares etc., a similar action or a proposal to do so
(“Purchase etc.,” hereinafter). These procedures will request that the party making the Purchase etc.
(“Purchaser etc.,” hereinafter), furnish information regarding the Purchase etc., in advance, will
ensure that there is adequate time to collect and analyze etc., information regarding the Purchase etc.,
provide the Kyosan management with the opportunity to furnish shareholders with its own plan or
the counterproposal, and provide for negotiations etc., with the Purchaser etc.

(2) Gratis allocation of new share subscription rights
In the event that a Purchaser etc., fails to follow the procedures set forth in the Plan or is otherwise
deemed to threaten Kyosan’s corporate value or the common interests of shareholders (for details on
the criteria to be satisfied, see No. 3-3 “Criteria for gratis allocation of new share subscription
rights™), Kyosan will make a gratis allocation of new share subscription rights (the allocation method
is as described beginning Article 277 of the Japanese Corporation Law) to all shareholders at that
point in time, attaching conditions upon exercise that do not allow exercise by the Purchaser etc., and
providing repurchase conditions under which Kyosan will acquire the new share subscription rights
in exchange for Kyosan shares from all parties other than Purchaser etc. (the new share subscription
rights are described in more detail in No. 3-4 “Outline of gratis allocations of new share subscription
rights” and are referred to as “Rights” hereinafter).

(3) Use of Independent Committee to exclude arbitrary decisions by the Board of Directors
To ensure transparency and exclude arbitrary decisions by the Board of Directors regarding gratis
allocations and repurchases of Rights, decisions will be sought from a Independent Committee
comprised of outside directors, outside auditors and other experts with a high degree of independence
from Kyosan’s management team, who will operate in accordance with the Independent Committee
Bylaws (see Annex 1 for an outline), and information will be disclosed to shareholders in a timely
manner.
After the amendment of the Plan, it is anticipated that the Independent Committee will be comprised
of 1 outside auditor and 2 experts. Committee members are listed in Annex 2 (see Annex 1 for the
criteria used to select members of the Independent Committee, its decision-making requirements and
its areas of competence etc.).

1 See Annex 3 for the status of Kyosan’s large shareholders.
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(4) Exercise of new share subscription rights and repurchase of new share subscription rights by
Kyosan
It will be possible to dilute the Purchaser etc.’s ownership of voting shares in Kyosan to
approximately 50% in the event that a gratis allocation of Rights is made in accordance with the Plan
and shareholders other than the Purchaser etc., exercise Rights, and in the event that Kyosan shares
are delivered to shareholders other than the Purchaser etc., in exchange for repurchase of the Rights
by Kyosan.

2. Procedures for invoking the Plan

(1) Applicable Purchases etc.

1) The Plan applies to the Purchases etc., described in 1) and 2) below.
The Purchase etc., of share certificates or other equity securities issued by Kyosan such that the
owner® acquires 20% or more of the total issued and outstanding share certificates or other equity
securities* of Kyosan

2) Any Tender Offer® for share certificates or other equity securities® issued by Kyosan which results
in an aggregate shareholding ratio’ of the Tender Offer and any Special Affiliates® of 20% or more
of the total issued and outstanding share certificates or other equity securities of Kyosan

(2) Request for information from the Purchaser etc.
A Purchaser etc., engaging in a Purchase etc., as described in (1) above will, unless deemed to be a
friendly acquisition etc., by Kyosan’s Board of Directors, be requested to furnish in a format
designated by Kyosan the following information to Kyosan (“Required Information” hereinafter)
together with a document containing a covenant etc., that Purchase etc., will comply with the
procedures for Purchases etc., set forth in the Plan (“Purchase Statement” hereinafter) prior to
initiating the Purchase etc.
If the Independent Committee determines that the information furnished by the Purchaser etc., is
inadequate to qualify as “Required Information,” it may directly or indirectly request the Purchaser
etc., to furnish additional information, setting an appropriate deadline for response. In such cases, the
Purchaser etc., will be expected to furnish additional information by the deadline.

1) Details of the Purchaser etc., and its group, including details of co-owners®, Special Affiliates
(including partners and other members if the Purchaser etc., is an investment fund), such as their
specific name(s), capital structure(s) and financial information;

2) The purpose, method and details of the Purchase etc. (including price and type of countervalue for
the Purchase etc., timing of the Purchase etc., related transaction mechanisms, legality etc., of the
Purchase etc., method);

3) Basis for calculation of the Purchase etc., price (including facts assumed in calculation, calculation
method, numerical information used in calculation, description of synergies anticipated from
transactions related to the Purchase etc., and description of synergies to be allocated to other
shareholders);

4) Source of funding for the Purchase etc. (including specific name(s) of provider(s) of funding plans,

©® N o g b

As defined in Article 27-23:1 of the Securities and Exchange Law, and so throughout this document unless
specifically noted to the contrary.

Including parties included under “owner” pursuant to Article 27-23:3 of the Securities and Exchange Law
(including parties so designated by Kyosan’s Board of Directors), and so throughout this document.

As defined in Article 27-23:4 of the Securities and Exchange Law, and so throughout this document.

As defined in Article 27-2:6 of the Securities and Exchange Law, and so throughout this document.

As defined in Article 27-2:1 of the Securities and Exchange Law, and so throughout this document.

As defined in Article 27-2:8 of the Securities and Exchange Law, and so throughout this document.

As defined in Article 27-2:7 of the Securities and Exchange Law (including parties so deemed by Kyosan’s
Board of Directors). Notwithstanding, the parties as set forth in Article 3:1 of the Cabinet Office Order
concerning a Tender Offer of Shares by Parties Other than the Issuer (Hakkosha-igai no mono ni yoru
kabuken-tou no koukai-kaitsuke no kaiji ni kansuru naikakufu-rei) shall be excluded from the parties listed in
Paragraph 1 of said article, and so throughout this document.

Refers to “co-owners” pursuant to Article 27-23:5 of the Securities and Exchange Law, including parties
deem to be co-owners pursuant to Paragraph 6 of said article (including parties so designated by Kyosan’s
Board of Directors), and so throughout this document.
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including the actual provider(s); fundraising method, description of related transactions);

5) Management guidelines (including any guidelines that impinge on the public-oriented and
safety-oriented facets of Kyosan’s business), business plans, capital policies and dividend policies
for Kyosan and the Kyosan Group after the Purchase etc.;

6) Policies for Kyosan’s employees, suppliers, customers and other interested parties after the
Purchase etc.;

7) Any other information deemed necessary and appropriate by the Independent Committee.

In the event that the Independent Committee deems the Purchaser etc., to have commenced the
Purchase etc., without following the procedures set forth in the Plan, and absent specific
circumstances requiring continued consultations and/or negotiations etc., with the Purchaser etc.,
regarding the submission of the Purchase Statement and/or Required Information, the Independent
Committee will in principle recommend that Kyosan’s Board of Directors make a gratis allocation
of Rights as described in No. 3-2, (4), 1).

(3) Investigation of the Purchase etc., negotiation with the Purchaser etc., and investigation of

counterproposals

1) Request for information from the Kyosan Board of Directors
Upon submission of the Purchase Statement and Required Information by the Purchaser etc., the
Independent Committee may also request the Kyosan Board of Directors to submit by an
appropriate response deadline (in principle, no longer than 60 days) an opinion on the content of
the Purchase etc., proposed by the Purchaser etc. (including cases in which opinion is reserved,
and so below), documentation of its rationale, counterproposals and other information etc., deemed
necessary and appropriate by the Independent Committee so as to enable comparison etc., of the
Purchase Statement and Required Information of the Purchaser etc., against the business plans and
valuation of the company etc., of the Kyosan Board of Directors from the perspectives of
maintaining and improving corporate value and the common interests of shareholders.

2) Examination by the Independent Committee
Upon receipt of Required Information etc., from the Purchaser etc., and the Kyosan Board of
Directors (including requests pursuant to 1) above), the Independent Committee shall, for a period
of up to 60 days, examine the content of the Purchase etc., proposed by the Purchaser etc., gather
and compare information on the business plans etc., of the Purchaser etc., and the Kyosan Board of
Directors, and examine the counterproposal furnished by the Kyosan Board of Directors
(“Independent Committee Examination Period” hereinafter). Notwithstanding, the Independent
Committee may extend said period in the circumstances noted in No. 3-2, (4), 3) and in other
similar circumstances. In the event that the Independent Committee requests additional
information etc., the period shall be calculated from the date on which said information etc., is
submitted.
When deemed necessary to improve the content of the Purchase etc., from the perspective of
maintaining and improving Kyosan’s corporate value and the common interests of shareholders,
the Independent Committee may directly or indirectly through the Board of Directors consult
and/or negotiate etc., with the Purchaser etc., and/or present etc., to shareholders etc., any
counterproposal(s) from the Kyosan Board of Directors or other parties.
To ensure that its judgment contributes to Kyosan’s corporate value and the common interests of
shareholders, the Independent Committee may seek the advice of independent third parties
(including legal counsel, certified public accountants, financial advisers, consultants and other
experts) at the expense of Kyosan.
The Purchaser etc., shall respond in a timely manner in the event that is requested by the
Independent Committee either directly or indirectly through the Board of Directors to furnish
documentation or other information or to engage in consultations and/or negotiations etc.

3) Disclosure of information
Kyosan shall disclose at timings deemed appropriate by the Independent Committee the fact that a
Purchaser etc., has come forward, the fact that a Purchase Statement has been submitted by the
Purchaser etc., and such matters among the Required Information and other information as deemed
appropriate by the Independent Committee.
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(4) Procedures for recommendations etc., from the Independent Committee
In the event that a Purchaser etc., comes forward, the Independent Committee shall make
recommendations etc., to Kyosan’s Board of Directors in accordance with the following procedures.
The Independent Committee shall disclose information in a timely manner after issuing
recommendations to Kyosan’s Board of Directors pursuant to No. 3-2, (4), 1) through 3), when
making other resolutions, or in other circumstances deemed appropriate by Independent Committee.
Disclosure information shall include an outline of the recommendation etc., and other matters as
deemed appropriate by the Independent Committee (including the length and reasons for any
extensions to the Independent Committee Examination Period).
1) Recommendations by the Independent Committee to invoke the Plan
The Independent Committee shall recommend that Kyosan’s Board of Directors make a gratis
allocation of Rights in the event that the Purchaser etc., fails to comply with the procedures set
forth in the Plan and in the event that investigation of the Purchase etc., proposed by the Purchaser
etc., is found to satisfy any of the “Criteria for gratis allocation of new share subscription rights”
set forth in No. 3-3 and the Independent Committee determines it appropriate to make a gratis
allocation of Rights. The Independent Committee may make this recommendation regardless of
whether the Independent Committee Examination Period has commenced or concluded.
Notwithstanding, after recommending the gratis allocation of Rights, the Independent Committee
may issue a new recommendation to suspend the gratis allocation of Rights (until the effective date
of the gratis allocation) or to repurchase the gratis allocation of Rights (after the gratis allocation
has taken effect) prior to the commencement of the Rights exercise period (as defined in Section
(6) of No. 3-4 “Outline of gratis allocation of new share subscription rights”) in the event that it
determines any of the following to apply.
(a) After the recommendation the Purchaser etc., has withdrawn the Purchase etc., or the Purchase
etc., has ceased to exist for other reasons;
(b) Changes have taken place in the facts underlying the decision in the recommendation such that
the Purchase etc., proposed by the Purchaser etc., does not satisfy any of the criteria set forth in
No. 3-3 “Criteria for gratis allocation of new share subscription rights,” or is it otherwise
recognized as inappropriate to make the gratis allocation of Rights or allow the Rights to be
exercised.
2) Recommendations by the Independent Committee not to invoke the Plan
The Independent Committee shall recommend that Kyosan’s Board of Directors not make a gratis
allocation of Rights in the event that, as a result of its investigation of the Purchase etc., proposed
by the Purchaser etc., and/or its consultations and/or negotiations etc., with the Purchaser etc., it
finds that the Purchase etc., proposed by the Purchaser etc., does not satisfy any of the criteria
noted in No. 3-3 “Criteria for gratis allocation of new share subscription rights” or that it would be
inappropriate to make the gratis allocation of Rights even though one or more criteria are satisfied.
The Independent Committee may make this recommendation regardless of whether the
Independent Committee Examination Period has commenced or concluded.
Notwithstanding, after recommending that the Kyosan Board of Directors not make the gratis
allocation of Rights, the Independent Committee may recommend that the Kyosan Board of
Directors go forward with the gratis allocation of Rights in the event that there are changes in the
facts underlying the recommendation such that the criteria in Subsection 1) above are satisfied.
3) Extensions of the examination period by the Independent Committee
In the event that the Independent Committee fails to reach a decision to recommend or not
recommend the gratis allocation of Rights by the end of the Independent Committee Examination
Period, the Independent Committee may resolve to extend the Independent Committee
Examination Period within a reasonable scope required to examine the Purchase etc., proposed by
the Purchaser etc., negotiate with the Purchaser etc., or examine counterproposals etc. The same
procedure shall apply in the event of any further extensions of the period subsequent to this
extension.
When resolving to extend the Independent Committee Examination Period, the Independent
Committee shall disclose its reasons and the new period in a timely manner and shall continue to
collect and examine etc., information, exerting maximum efforts to arrive at a recommendation
regarding a gratis allocation of Rights within the extended period.

10
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(5) Resolution of the Board of Directors
The Kyosan Board of Directors shall accord maximum respect to the recommendation of the
Independent Committee and shall reach a resolution in a timely manner as the institution designated
under the Japanese Corporation Law to determine whether to make a gratis allocation of Rights. The
Purchaser etc., shall not make the Purchase etc., until such time as the Kyosan Board of Directors
resolves not to invoke the Plan.
Upon reaching a resolution, the Kyosan Board of Directors shall disclose in a swift manner an outline
of the resolution and other such information as deemed appropriate by the Kyosan Board of
Directors.

3. Criteria for gratis allocation of new share subscription rights
Kyosan plans to make a gratis allocation of Rights pursuant to a resolution of the Kyosan Board of
Directors as stipulated in No. 3-2 “Procedures for invoking the Plan” Section (5) in the event that the
Purchase etc., proposed by the Purchaser etc., satisfies any of the following criteria and it is deemed
appropriate to make a gratis allocation of Rights.
As described in No. 3-2 “Procedures for invoking the Plan” Section (4), a judgment will be sought from
the Independent Committee prior to deciding whether the following criteria are satisfied and a gratis
allocation of Rights should be made.

1) The Purchase etc., fails to comply with the procedures set forth in the Plan;

2) It is rationally anticipated based on objective information that the Purchaser etc., will engage in any of
the following actions:

() Attempts to corner the share certificates or other equity securities of Kyosan and require their
repurchase by Kyosan at an inflated price;

(b) Purchase etc., for the purpose of temporarily acquiring control over the management of Kyosan so
as to cause the intellectual property rights, expertise, confidential corporate information, major
suppliers and customers etc., required for management to be transferred to the Purchaser etc., or
for the purpose of acquiring important assets etc., of Kyosan at undervalued prices, or for the
purpose of other actions that would sacrifice Kyosan to the benefit of the Purchaser etc.;

(c) Diversion of Kyosan’s assets to the security or repayment of the liabilities of the Purchaser etc., or
members of its corporate grouping etc.;

(d) Temporary acquisition of control over the management of Kyosan so as to cause Kyosan to sell or
otherwise dispose of highly-valued assets which are not currently related to Kyosan’s business and
to distribute temporarily higher dividends with the proceeds, or to sell Kyosan shares at an inflated
price caused by such temporarily higher dividends;

(e) Other actions that would significantly injure Kyosan’s corporate value and the common interests of
shareholders;

3) Compulsory two-stage purchase (refers to any public tender etc., for the purchase of shares in which
there is no solicitation for purchase of all of the shares made at the initial stage and disadvantageous
terms of purchase set or no explicit terms of purchase set for the second stage) that would potentially
compel shareholders to sell their shares

4) Failure to provide Kyosan shareholders with Required Information or with other information as
reasonably required to judge the proposed Purchase etc., or significant inadequacies in any such
information provided,;

5) Terms of Purchase etc. (including price and type of countervalue for the Purchase etc., timing of the
Purchase etc., suitability of the Purchase etc., method, management guidelines and business plans after
the Purchase etc., and guidelines for relations with other shareholders, employees, suppliers and other
interested parties in Kyosan after the Purchase etc.), that are inadequate or inappropriate in light of No.
1 “Programs and policies to maintain and improve Kyosan’s corporate value and the common interests
of shareholders” and No. 2 “Purpose in introducing the Plan;”

6) Purchase etc., with the potential for a serious and detrimental impact on Kyosan’s corporate value and
the common interests of shareholders by significantly injuring relations with the Kyosan employees,
suppliers and clients etc., who are essential to the creation of Kyosan’s corporate value, by
significantly injuring the relationships with those and Kyosan corporate culture.
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4.

Outline of gratis allocation of new share subscription rights

Below is an outline of the gratis allocation of Rights pursuant to the Plan.

(1) Number of Rights
The resolution of the Board of Directors to make a gratis allocation of Rights (“Gratis Rights
Resolution” hereinafter) shall be for the same number of shares as the final total issued and
outstanding shares (however, excluding Kyosan shares owned by Kyosan on that date) as at a date to
be specified separately by the Kyosan Board of Directors (“Allocation Date” hereinafter).

(2) Shareholders eligible for allocation
Shareholders other than Kyosan registered on the final shareholders registry or final beneficial
shareholders registry of Kyosan as at the Allocation Date, with rights to be allocated in the ratio of 1
new share subscription right per Kyosan share owned.

(3) Effective date of gratis allocation of Rights
The gratis allocation of Rights shall take effect as at a date to be determined separately by the
Kyosan Board of Directors in the Gratis Rights Resolution.

(4) Number of shares underlying Rights
The number of shares'® underlying 1 new share subscription right (“Number of Underlying Shares”
hereinafter) shall be 1 share per right absent any separate adjustments.

(5) Asset and amount to be paid in by exercise of Rights
The asset to be paid in upon exercise of Rights shall be cash in an amount to be determined
separately by the Kyosan Board of Directors in the Gratis Rights Resolution of at least 1 yen per 1
share.

(6) Rights exercise period
The Rights exercise period shall be as specified separately by the Kyosan Board of Directors in the
Gratis Rights Resolution within the range of 1 to 3 months from the first day of the Rights exercise
period designated separately by the Kyosan Board of Directors in the Gratis Rights Resolution (the
first day of the Rights exercise period to be referred to as the “Commencement of the Exercise
Period” hereinafter).
However, in the event that Kyosan repurchases Rights pursuant to Section (9) below, the Rights
exercise period for the repurchased Rights shall be until the day prior to the repurchase date. In the
event that the final day of the exercise period is a holiday at the place of payment for cash paid in
exercise of the Rights, the final day of the exercise period shall be the immediately-preceding
business day.

(7) Conditions upon Rights exercise
The following parties will in principle not be allowed to exercise Rights: (i) designated large-scale
shareholders™, (ii) co-owners with designated large-scale shareholders, (iii) designated large-scale
purchasers'?, (iv) special affiliates of designated large-scale purchasers, (v) parties receiving

10
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In the event that Kyosan issues class shares in the future (see Article 2:13 of the Japanese Corporation Law),
this shall refer to 1) Kyosan shares issued upon execution of new share subscription rights, and 2) shares
distributed in exchange for repurchase of new share subscription rights, in either case to be of the same class
as the shares currently issued (ordinary shares) by Kyosan as at the time the Board of Directors meeting is
convened.

“Large-scale shareholders” shall refer to holders (including those included as holders pursuant to Article
27-23:3 of the Securities and Exchange Law) of share certificates or other equity securities (as defined in
Article 27-23:1 of said law, and so below unless specifically stipulated to the contrary) issued by Kyosan
whose holding ratios (as defined in Article 27-23:4 of the law) are 20% or more of the total share certificates
and other equity securities issued by Kyosan (including parties so deemed by the Kyosan Board of
Directors).

“Large-scale purchasers” shall refer to purchasers who make an announcement regarding purchase etc. (as
defined in Article 27-2:1 of the Securities and Exchange Law, and so below) of share certificates and other
equity securities (as defined in Article 27-2:1 of the Securities and Exchange Law, and so for the remainder
of this footnote) issued by Kyosan through tender offer (as defined in Article 27-2:6 of the Securities and
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5.

assignment or succeeding to Rights from parties listed in (i) through (ivg above without the approval
of the Kyosan Board of Directors, and (vi) parties having relationships™ with parties listed in (i)
through (v) above (the parties listed in (i) through (vi) above shall be referred to as “Ineligible
Parties” hereinafter).

In addition, non-residents who are required under applicable foreign laws to take specific procedures
for the exercise of Rights shall not in principle be allowed to exercise Rights (however, non-residents
who are able to avail themselves of waiver provisions in applicable foreign laws may exercise Rights
and Rights held by non-residents are eligible for repurchase by Kyosan in exchange for Kyosan
shares as described in Section (9) below).

(8) Restriction on assignment of Rights
Acquisition of Rights through assignment requires the approval of the Kyosan Board of Directors.

(9) Repurchase of Rights by Kyosan

1) Kyosan may repurchase any and all Rights free of charge at any time the Board of Directors of
Kyosan deems appropriate prior to the Commencement of the Exercise Period, to be determined
separately by the Board of Directors.

2) Kyosan may repurchase on a date to be designated separately by the Kyosan Board of Directors
any and all Rights owned by parties other than Ineligible Parties that have not been exercised prior
to the date designated by the Kyosan Board of Directors, delivering in exchange therefor a number
of underlying shares in Kyosan per Right.

In the event that the Kyosan Board of Directors determines there to be parties other than Ineligible
Parties who hold Rights after the date of said repurchase, Kyosan may acquire on a subsequent
date to be determined separately by the Kyosan Board of Directors any and all Rights held by said
parties that are unexercised prior to said date, delivering in exchange therefor a number of
underlying shares in Kyosan per Right, and so thereafter.

Procedures for introducing the Plan

The Kyosan Board of Directors resolved to introduce the Plan on May 15, 2007. It will be proposed to
the Ordinary General Meeting of Shareholders of Kyosan scheduled for June 28, 2007 to amend the
Articles of Incorporation so as to include new provisions allowing the formulation of takeover defense
measures subject to a resolution of a General Meeting of Shareholders of Kyosan, after which it will be
proposed to approve the Plan based on the amended Articles of Incorporation.

. Term of effect, termination and amendment of the Plan

Assuming the approval of a General Meeting of Shareholders, the Plan shall be in effect from June 28,
2007 to the conclusion of the Ordinary General Meeting of Shareholders scheduled to be held in June
2010.

However, the Plan may be terminated at any time prior to the expiration of the term of effect by a
resolution to terminate the Plan by a General Meeting of Shareholders of Kyosan or by the Kyosan
Board of Directors.

The Kyosan Board of Directors may amend or modify the Plan during the term of effect with the
approval of the Independent Committee. In the event that the Plan is terminated or modified etc., Kyosan
will disclose in a timely manner information regarding the fact of termination or modification etc., the
nature of modification and other relevant matters.

13

Exchange Law), who after the Purchase etc. (as defined in Article 27-2:1, and so below) will possess
(including cases defined in Article 7-3 of the Securities and Exchange Law Enforcement Orders) Kyosan’s
shares in a holding ratio (as defined in Article 27-2:8 of the Securities and Exchange Law, and so below) in
aggregate with Special Affiliates (including parties deemed to be such by the Kyosan Board of Directors) of
at least 20% of the total issued and outstanding shares of Kyosan.

“Parties having relationships” refers to parties who exert control over or are controlled by or are jointly
controlled by another party (including parties so deemed by the Kyosan Board of Directors), and to parties
deemed by the Kyosan Board of Directors to act in a coordinated manner.
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No. 4 Reasonableness of the Plan

1. Consistency with Guidelines Regarding Takeover Defense
The Plan is consistent with the three principles articulated in the “Guidelines Regarding Takeover
Defense for the Purpose of the Protection and Enhancement of Corporate Value and Shareholders’
Common Interests” jointly released by the Ministry of Economy, Trade and Industry and Ministry of
Justice on May 27, 2005: (i) Principle of protecting and enhancing corporate value and shareholders’
common interests, (ii) Principle of prior disclosure and shareholders’ will and (iii) Principle of ensuring
the necessity and reasonableness of defensive measures.

2. Respect for shareholders’ will
As described in No. 3-5 “Procedures for introducing the Plan,” the will of shareholders with respect to
the Plan will be confirmed at an Ordinary General Meeting of Shareholders, assuming approval is
obtained from shareholders for the requisite amendments to the Articles of Incorporation. In addition, as
described in No. 3-6 “Term of effect, termination and amendment of the Plan,” the Plan contains a
“sunset clause” under which its term of effect expires at the conclusion of the Ordinary General Meeting
of Shareholders scheduled for June 2010 and can be terminated prior to the expiration of the term of
affect with a resolution of a General Meeting of Shareholders of Kyosan. In addition, after approval of
requisite amendments to the Articles of Incorporation, the term of Kyosan directors will be 1 year and
there will be no provisions for staggered terms or restrictions on dismissals, creating mechanisms that are
more conducive to the reflection of shareholders’ will. It is therefore believed that the Plan is based on
the will of Kyosan shareholders.

3. Full and serious consideration of opinions from independent outside professionals and information
disclosure
In introducing the Plan, Kyosan has attempted to eliminate arbitrary decisions by the Board of Directors
by establishing an Independent Committee as an institution to make objective and essential judgments
regarding the invocation and termination etc., of the Plan on behalf of shareholders.
As described in No. 3-2 “Procedures for invoking the Plan,” in the event of a Purchase etc., of Kyosan,
the Independent Committee will, in accordance with its bylaws, render an essential judgment as to
whether the proposed Purchase etc., significantly injures Kyosan’s corporate value and the common
interests of shareholders, and the Kyosan Board of Directors will accord maximum respect to that
opinion when making resolutions as the decision-making body pursuant to the Japanese Corporation
Law.
The Independent Committee thus provides strict monitoring against any arbitrary actions on the part of
the Kyosan Board of Directors, and an outline of its determinations is to be disclosed to shareholders,
vouchsafing mechanisms for the transparent administration of the Plan within the scope required to
contribute to Kyosan’s corporate value and the common interests of shareholders.
Note that the Independent Committee comprises 1 outside auditor of Kyosan and 2 outside experts (see
Annex 1 for the criteria used to select members of the Independent Committee, its decision-making
requirements and its areas of competence etc.; see Annex 2 for a list of Independent Committee
members).

4. Reasonableness and objectivity of Plan requirements
As noted in No. 3-2, (4) “Procedures for recommendations etc., from the Independent Committee” and
No. 3-3 “Criteria for gratis allocation of new share subscription rights,” reasonable, detailed, objective
requirements must be satisfied before the Plan is invoked, and mechanisms have been established to
prevent arbitrary invocation by the Kyosan Board of Directors.

5. Opinions from outside experts
In the event that a Purchaser etc., comes forward, the Independent Committee may, at Kyosan’s expense,
seek advice from independent third parties (including legal counsel, certified public accountants,
financial advisers, consultants and other experts). This mechanism provides greater assurance of the
fairness and objectivity of the determinations of the Independent Committee.
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6. Not a “dead hand” or “soft hand” takeover defense
As noted in No. 3-6 “Term of affect, termination and amendment of the Plan,” the Plan is designed so
that it can be terminated by directors nominated by a large-scale purchaser of share certificates and other
equity securities of Kyosan and elected by a General Meeting of Shareholders. It does not, therefore,
constitute a “dead hand” takeover defense (a takeover defense that cannot be impeded even if the
majority of directors are replaced).
Likewise, the Plan does not constitute a “soft hand” takeover defense (a takeover defense that requires
time before it can be impeded because members of the Board of Directors cannot be replaced all at once)
because Kyosan does not employ staggered terms for directors.

No.5 Impact on shareholders etc.

1. Impact on shareholders and investors due to the introduction of the Plan
No gratis allocation of Rights will be made at the time the Plan is introduced and there will therefore be
no direct and specific impact on shareholders and investors.

2. Impact on shareholders and investors from a gratis issue of new share subscription rights
In the event that the Kyosan Board of Directors resolves to make a gratis allocation of Rights,
shareholders as at a separately-stipulated Allocation Date will be allocated 1 Right free of charge per
share that they own.
Should shareholders fail to make payment or otherwise take procedures for the exercise of Rights as
described in detail in Section (2) of No. 5-3 “Procedures required of shareholders in conjunction with
gratis allocation of new share subscription rights” during the Rights exercise period, their ownership of
Kyosan shares will be diluted by the exercise of Rights by other shareholders. However, under the
procedures noted in Section (3) of No. 5-3 “Procedures required of shareholders in conjunction with
gratis allocation of new share subscription rights,” Kyosan may repurchase Rights from shareholders
other than Ineligible Parties in exchange for Kyosan shares. In the event that repurchase procedures are
taken by Kyosan, shareholders other than Ineligible Parties will receive Kyosan shares without
exercising Rights or paying an exercise price, so there will be a dilution in the per-share value of the
Kyosan shares that they hold but no dilution in the overall value of their Kyosan shareholdings.
In addition, as described in No. 3-4, (9) “Repurchase of Rights by Kyosan,” Kyosan may terminate the
allocation of Rights at any time following the ex-rights date after finalization of shareholders eligible for
the gratis allocation of Rights until the day prior to the Commencement of Rights Exercise, and may also
repurchase Rights free of charge after the gratis allocation takes effect. In such cases, there will be no
dilution of the per-share value of shares, but there is the potential for significant losses due to share price
fluctuations in the event that trading assumes dilution of the per-share value of shares.

3. Procedures required of shareholders in conjunction with gratis allocation of new share

subscription rights

(1) Change of title procedures
Kyosan will announce an Allocation Date for the gratis allocation of the Rights in the event that the
Kyosan Board of Directors resolves to make a gratis allocation of Rights.
The gratis allocation of Rights will be made to shareholders noted on the final shareholder registry
and final beneficial shareholder registry as at the Allocation Date, so shareholders will be required to
take change of title procedures for their shares in a timely manner (note that change of title
procedures are not required for share certificates entrusted to the Japan Securities Depository Center,
Inc.).
Shareholders noted in the final shareholder registry and final beneficial shareholder registry of
Kyosan as at the Allocation Date will naturally become Rights holders on the effective date of the
gratis allocation of Rights.

(2) Rights exercise procedures
Kyosan will in principle send to shareholders noted in the final shareholder registry and final
beneficial shareholder registry of Kyosan as at the Allocation Date a New Share Subscription Right
Exercise Request Form (in the standard format of Kyosan, including the nature and number of the
new share subscription rights exercised, the date of rights exercise and other required information
together with representations and guarantees that the shareholder is not an Ineligible Party, indemnity
terms and other covenants) and other documentation required for the exercise of Rights.
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After the gratis allocation of Rights, shareholders who submit these documents to Kyosan and pay in
the amount per share of at least 1 yen designated in the Kyosan Board of Directors resolution on the
gratis allocation of Rights during the Rights exercise period and prior to the repurchase of Rights by
Kyosan will be issued 1 share in Kyosan per Right.

(3) Procedures for the repurchase of Rights by Kyosan
In the event that the Kyosan Board of Directors resolves to repurchase Rights, Kyosan will
repurchase Rights on the date specified separately by the Kyosan Board of Directors and in
accordance with statutory procedures. In the event that Kyosan furnishes shareholders with Kyosan
shares in exchange for the Rights, said shares will be furnished in a timely manner. In such cases,
shareholders may be required to submit to Kyosan standard forms containing representations and
guarantees that the shareholder is not an Ineligible Party, indemnity terms and other covenants.

Other detailed matters regarding the allocation method, change of title method, exercise method and
method of repurchase by Kyosan will be contained in disclosure information and/or notification sent to
shareholders after the resolution by the Kyosan Board of Directors regarding the gratis allocation of Rights.
Please check the details.

The laws and ordinances cited in this plan are those in effect on March 31, 2007. In the event of the
enactment of new laws and ordinances or the amendment or repeal of existing laws and ordinances etc.,
such that is necessary to amend the conditions contained herein or the meanings of terminology etc.,
conditions and terminology meanings etc., will be substituted or amended within a reasonable and
appropriate range in accordance with the intentions of the new enactments, amendments or repeals of laws

and ordinances.
(End)
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Annex 1
Outline of Independent Committee Bylaws

* The Independent Committee shall be established by resolution of the Kyosan Board of Directors.

* Membership of the Independent Committee shall consist of at least 3 persons, said persons to be
independent of the management team executing the business of Kyosan and to be selected by the Kyosan
board of directors from among: (1) outside directors of Kyosan, (2) outside auditors of Kyosan and (3)
outside experts.

In this context, “outside experts” refers to corporate managers with proven track records, persons who are
well-versed in investment banking, legal counsel, certified public accountants, researchers with primary
focus on legal studies, or other similar persons, and said persons shall be required to enter into a contract
with Kyosan that includes a good faith and stewardship obligation as designated separately by the Kyosan
Board of Directors.

* Members of the Independent Committee shall serve for a term of 1 year and may be reappointed.
However, this shall not apply if stipulated to the contrary by resolution of the Kyosan Board of Directors.
Members of the Independent Committee who were outside directors of Kyosan or outside auditors of
Kyosan and who no longer serve in those capacities shall simultaneously terminate their service on the
Independent Committee unless specifically reappointed.

* The Independent Committee shall render decisions on the matters noted below and shall issue
recommendations to the Kyosan board of directors noting the nature of and reasons for said decisions.
The Kyosan Board of Directors shall accord maximum respect to the recommendation of the Independent
Committee in reaching a resolution as the institution designated under the Japanese Corporation Law to
determine whether to make a gratis allocation of new share subscription rights.

The individual members of the Independent Committee and the members of the Kyosan Board of

Directors shall base their decisions on whether proposals contribute to Kyosan’s corporate value and the

common interests of shareholders and not on their own personal interests or the personal interests of the

Kyosan management team.

1) Whether to make a gratis allocation of new share subscription rights

2) Whether to terminate a gratis allocation of new share subscription rights or repurchase free of charge
new share subscription rights that have been allocated

3) Other matters to be determined by the Kyosan Board of Directors and referred by the Kyosan Board of
Directors to the Independent Committee

* In addition to the matters provided for above, the Independent Committee may also engage in the

following:

1) Determination of the suitability of invoking the Plan for specific Purchases etc.

2) Determination to extend the Independent Committee Examination Period

3) Determination of the information to be furnished to the Independent Committee by the Purchaser etc.,
and Kyosan Board of Directors and the response deadline therefor

4) Detailed study and examination of the management guidelines and business plan etc., of the Purchaser
etc., after the proposed Purchase etc.

5) Negotiation and consultation with the Purchaser etc.

6) Request for submission of a counterproposal by the Kyosan Board of Directors and examination of the
counterproposal

7) Approval of amendments and modifications to the Plan

8) Other matters to be determined by the Independent Committee as specified in the Plan

9) Other matters as designated separately by the Kyosan Board of Directors for performance by the
Independent Committee

* The Independent Committee may request the submission of additional information from the Purchaser
etc., in the event that the Independent Committee determines the Purchase Statement and/or the Required
Information submitted by the Purchaser etc., to be inadequate. In the event that a Purchase Statement and
Required Information are submitted by the Purchaser etc., the Independent Committee may also request
the Kyosan Board of Directors to submit an opinion on the Purchase etc., proposed by the Purchaser etc.,
and the rationale for that opinion, a counterproposal or other information etc., as deemed necessary and
appropriate by the Independent Committee within a standard deadline.

* When deemed necessary to improve the content of the Purchase etc., proposed by the Purchaser etc., from
the perspective of maintaining and improving Kyosan’s corporate value and the common interests of
shareholders, the Independent Committee may directly or indirectly through the Board of Directors
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consult and/or negotiate etc., with the Purchaser etc., and/or present etc., to shareholders etc., any
counterproposal(s) from the Kyosan Board of Directors or other parties.

* To gather the information it requires, the Independent Committee may request the attendance of Kyosan
directors, auditors, employees or other persons it deems necessary and may seek explanations from them
regarding matters for which the Independent Committee seeks information.

* The Independent Committee may, at Kyosan’s expense, seek advice from independent third parties
(including legal counsel, certified public accountants, financial advisers, consultants and other experts).

* Members of the Independent Committee may convene meetings of the Independent Committee in the
event of a Purchase etc., or at any other time.

* Resolutions of the Independent Committee shall in principle require the attendance of all members of the
Independent Committee and a majority of at least 2/3. Notwithstanding, resolutions may be made with
the attendance of a majority of the members of the Independent Committee and the approval of a majority
of the voting rights in attendance in the event that a member is unable to attend due to accidents or other
unavoidable circumstances.
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Annex 2

Independent Committee Member Biographies

Membership in the Independent Committee under the Plan consists of the following 3 persons.

Hidehiro Yokoyama
[Biography]

1942

May 1985

June 1994
June 1998
June 2005

Takashi Kurushima
[Biography]

1943

April 1972

April 1974
April 1975

April 1987
April 1989
April 1997

April 1999

Masanari Sakamoto
[Biography]
1945
April 1973
April 1977
January 1984
July 2004

Born

Branch Manager, Shimo-Akatsuka Branch, The Bank of Mitsubishi,
Ltd.

Director, Nihon Tokushu Toryo Co., Ltd.

Managing Director, Nihon Tokushu Toryo Co., Ltd.

Outside Auditor of Kyosan (current position)

Born

Full-Time Instructor, Faculty of Commercial Sciences, Hiroshima
College of Commerce (currently, Hiroshima Shudo University)
Assistant Professor, Hiroshima College of Commerce

Assistant Professor, Faculty of Business Administration, Yokohama
National University

Professor, Yokohama National University

Professor, Graduate School, Yokohama National University

Dean, Graduate School of International Economic Law, Yokohama
National University

Professor, Graduate School (International Graduate School of Social
Sciences), Yokohama National University (current position)

Born

Instructor, Faculty of Politics and Economics, Hiroshima University
Assistant Professor, Hiroshima University

Professor, Faculty of Law, Hiroshima University

Professor, Graduate School of Law, Kyushu University (current
position)
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Annex 3

Status of Large Shareholders

As at March 31, 2007

Ratio of Share
Number of Ownership to
Shares Total Issued
Name Address (thousands and
of shares) Outstanding
Shares (%)
. - C/O Nissay Securities Management
g(l);?r[])ognLlfe Insurance Department, 1-6-6 Marunouchi, 5,445 8.66
pany Chiyoda-Ku, Tokyo
Wing Z, Harumi Island Triton Square
The Bank of Yokohama, Ltd. Tower, 1-8-12 Harumi, Chuo-ku 3,124 4.97
Tokyo
. 2-3-14 Higashi Shinagawa,
CGML London Equity Shinagawa-ku, Tokyo 3,000 4.77
The Bank of Tokyo-Mitsubishi | 2-7-1 Marunouchi, Chiyoda-ku,
UFJ, Ltd. Tokyo 2,701 4.30
The Master Trust Bank of 2-11-3 Hamamatsu-cho, Minato-ku, 2280 363
Japan, Ltd. (trust account) Tokyo ' '
Material Department, Kyosan
- - Electric Manufacturing Co., Ltd.,
Kyosan Mizuho Kai 2-29 Heian-cho. Tsurumi-ku, 2,259 3.60
Yokohama
Kyosan Electric . :
Manufacturing Co., Ltd., %(?I?érl]a%?an—cho, Tsurumi-ku, 2,126 3.38
Employee Shareholding Club
Yamato Life Insurance Co. 11_'1'7 Uchisaiwai-Cho, Chiyoda-ku, 2,112 3.36
okyo
State Street Bank and Trust 6-7 Nihonbashi Kabuto-cho, Chuo-ku 1799 286
Company 505012 Tokyo ' '
Société Générale, Paris 3-11-1 Nihonbashi, Chuo-ku, Tokyo 1,321 2.10

Note:

The company has received a copy of a report of change from Dalton Investments LLC dated

December 13, 2006 (report of large holdings) and a report acknowledging ownership of the
following shares at November 30, 2006. We were not able to confirm the actual number of shares
held as at March 31, 2007 and have therefore not included Dalton Investments LLC among the
major shareholders listed above. Below is a summary of the content of the report of large holdings.

Large holder
Address

Number of shares (thousands of shares)

Ratio of share ownership to total issued
and outstanding shares (%)

Dalton Investments LLC
12424 Wilshire Blvd., Suite 600,

Los Angeles, CA 90025, USA
5,486,000 shares

8.73%
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