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Kuraya Sanseido to Change Retirement Benefits Plan

January 29, 2004 — The Board of Directors of Kuraya Sanseido Inc. (“Kuraya Sanseido”) today
resolved to make significant changes to the company’ s retirement benefits plan. After reviewing
the current plan, which combines a tax-qualified pension plan and an unfunded lump-sum
retirement benefit plan, Kuraya Sanseido has decided to adopt a contract-type corporate pension
plan and a defined contribution pension plan in addition to the unfunded lump-sum retirement

benefit plan.

1. Changesto the Plan and Purpose of the Changes
Currently Kuraya Sanseido employs a retirement benefits plan consisting of atax-qualified
pension plan (60% of the total) and an unfunded lump-sum retirement benefit plan (40%).
However, with the adoption of work-based standards and performance-based compensation in
the personnd system on April 1, 2003, this change will bring a defined contribution pension
plan into the overall retirement benefit package. It will also introduce a benefit plan that
incorporates the work-based standard point system to reflect the degree of contribution of
individuals during their period of service, corresponding to their position and performance

each year.

The introduction of the defined contribution pension plan will reduce projected benefit
obligations and retirement benefit costs from the current defined benefit plan, and restrain the
occurrence of additional liabilities from interest losses on investment of plan assets (actuarial
losses). Thiswill diminish an uncertain factor in the company’ s management, thus helping to
stabilize employees' lifestylesinto the future. It is aso intended to further enhance

employees' lives through self-help efforts after benefit payments begin.



2. Summary of the Plan Being Introduced
Effective April 1, 2004, Kuraya Sanseido will shift to aretirement benefits plan consisting of
the contract-type corporate pension plan that will replace the tax-qualified pension plan (40%
of the total), the company’ s unfunded lump-sum retirement benefit plan (30%), and a newly
adopted defined contribution pension plan (30%).

3. Effect on Results
For the year ending March 31, 2005 and beyond, the change to the new system is expected to
improve selling, general and admini strative expenses by as much as ¥300 million per year on
anon-consolidated basis.
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