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AlFUL to Issue Stock Options

KYOTO — AIFUL Corporation hereby announces that at a neeting
of its Board of Directors held April 26, 2004, a resolution
was passed to neke the follow ng proposal at the 27th Annua
General Meeting of Sharehol ders scheduled for June 25, 2004,
seeking approval for the issuance of stock options wth
favorable ternms to persons other than shareholders for the
purpose of inplementing a stock option system pursuant to
Articles 280-20 and 280-21 of the Commercial Code.

1. Reason for issuing stock options
AIFUL will issue stock options w thout charge to directors
and enployees at AIFUL and AIFUL subsidiaries for the
pur pose of increasing notivation to inprove the earnings of
the AIFUL group and to raise norale.

2. Overview of stock option issuance

(1) Stock option recipients
Directors and enpl oyees of AlIFUL and Al FUL subsi di ari es.

(2) Type and nunber of shares for stock options
Type of stock: Al FUL common st ock
Nunber of shares: 300, 000 shares
In the event of a stock split or reverse stock split
follow ng the end of the General Meeting of Sharehol ders,

the nunber of shares for the stock options shall be
adjusted based on the followng forrmula. The said
adjustnment shall be perfornmed only for the nunber of

shares for stock options exercised at that tinme. Any
fraction of one share resulting fromthe adjustnent shall
be rounded down.

Adj usted shares = pre-adjustnent shares x ratio of stock
split (or reverse stock split)

Additionally, in the event that an adjustnent is required
as a result of AIFUL nerging or consolidating wth
anot her conpany with these stock options remaining in
force, or in preparation for such a case, AIFUL shall
perform an adjustnment as deened necessary.

(3) Nunber of stock options to be issued
Maxi mum of 6,000 stock options. (A total of 50 shares for
each stock option. However, in the event of an adjustnent
in the nunber of shares as stipulated in (2), the nunber
of stock options shall be simlarly adjusted.)

(4) Stock options issue price and cal cul ati on basis
No char ge.



(5) Anmount pai d when exercising stock options (exercise
price)
The amount paid per stock option shall equal the nunber
of shares for one stock option as stipulated in (2)
multiplied by the amount paid per share as determ ned as
fol |l ows.

The amount paid per share shall equal 103% of the
nont hly average (rounded up to the nearest ¥1) of daily
(trading holidays excluded) closing prices of AlFUL
common stock in regular trading on the Tokyo Stock
Exchange during the nmonth prior to the nonth in which the
stock options are issued. However, should this be |ess
than the closing price on the issue date (the nearest day
with a closing price in the event there is no closing
price on the issue date), then the anobunt paid per share
shall equal the closing price on the issue date.

Foll owi ng the stock option issuance, the anobunt paid
may be adjusted based on the followng forrmula in the
event that AIFUL inplenments a stock split or reverse
stock split. Should the adjustnent result in a fraction
of ¥1, the figure shall be rounded up.

1
Split or reverse
split ratio

Adj ust ed anmount paid = pre-
adj ust nent anount paid X

AlFUL may al so adjust the amount paid (rounded up to the
nearest ¥1) based on the followng formula in the event
that new shares are issued or treasury stock retired for
a price less than current market value (except in the
cases of converting convertible bonds, exercising stock
warrants and stock options, and exercising subscription
rights pursuant to Article 280-19 of the Commercial Code
prior to revision on April 1, 2002).

Newl y issued shares x

oﬁ?gggﬁd + Anmount paid per share
Adi ust Pre- in Mar ket val ue before new
Ld adj ust e g shar e i ssuance
amount anghnt Shares outstanding + Newy issued
pai d pai d shares
(6) Period for exercising stock options

July 1, 2005 to June 30, 2009. However, the exercise of
stock options may be restricted during the exercise
period based on the Stock Option Gant Agreenent
concluded individually between stock option recipients
and Al FUL.

(7) Condi tions for exercising stock options
1) Stock option recipients nust be a director or enployee
at AIFUL or an AIFUL subsidiary when exercising stock
options. However, in the event of retirenent due to



the expiration of one’'s term in office, mandatory
retirenment due to one’'s age, or for anot her
justifiable reason, AIFUL's Board of Directors may
deemthe retention of stock options to be appropriate.

2) Pl edging or otherw se disposing of stock options is
not al | owed.

3) OGher conditions are stipulated in the Stock Option
G ant Agreenent concluded between AIFUL and stock
option recipients based on a resolution of the Genera
Meeting of Shareholders and a resolution of the Board
of Directors concerning the stock option issuance.

(8) Reasons and conditions for canceling stock options

1) AIFUL may cancel stock options wthout charge in the
event of the approval of a nerger agreement in which
Al FUL ceases to exist, or the approval by the Cenera
Meeting of Sharehol ders of a proposal to authorize an
agreenment for an exchange of shares or a share
transfer that wuld nake AFU a wholly owned
subsi di ary.

2) Stock options may be canceled wthout charge in the
event that, prior to exercising their stock options,
stock option recipients beconme unable to exercise

their stock options as a result of not fulfilling the
conditions stipulated in (7).
(9) Stock option transfer restrictions

Transferring stock options requires the approval of
AlFUL's Board of Directors.

(10) Specific matters
Specific matters pertaining to the stock options shall be
determ ned by resolution at subsequent neetings of the
Board of Directors.

(Note) The foregoing details are subject to the approval of
the “Proposal to Issue Stock Options” at AIFUL's 27th
Annual General Meeting of Sharehol ders.
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