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SANRIO, INC.

570 Eccles Avenue
South San Francisco
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(415) 952-2880

FAX (415) 872-2730

April 24, 1997

TopHat Plan Exemption
PensionandWelfareBenefitsAdministration
RoomN-5638

U.S. Department of Labor

200ConstitutionAvenue,NW.

WashingtonD.C. 20210

ToWhom It May Concern;

Sanrio, Inc. (or Company) is filing this statementpursuant to DOL Regulation Section2520.104-23
Alternative Method ofCompliancefor PensionPlansfor Certain SelectedEmployees:

CompanyName:Sanrio,Inc.
EmployerIdentificationNumber(EN): 94-2342374

Sanrio,Inc. declaresthatthe Sanrio,Inc. Stock OptionPlan(orPlan) sponsoredby the Companyis
primarily for the purposeof providingdeferredcompensationthroughnonqualitiedstockoptions,for a
selectedgroupof managementor highly compensatedemployees.
The numberof suchemployeescoveredby this Planis nine(9).

Attachedpleasefind a copy of the Plandocumentfor the Planmentionedabove.

Sincerely,

/€s4~O,Z~~
Katsumi Murakami

ChiefFinancialOfficer
Enclosures



- SANRIO, INC.

1997 STOCK OPTION PLAN

1. . PurposesofthePlan. Thepurposesofthis StockOption Planareto attractand
retainthebestavailablepersonnelfor positionsof substantialresponsibility,to provideadditional
incentiveto Employees,DirectorsandConsultantsandto promotethesuccessoftheCompanys
business.OptionsgrantedunderthePlanmaybe IncentiveStockOptionsorNon-Qualified
StockOptions,asdeterminedby theAdministratoratthetime ofgrant.

2. Defmitions. As usedherein,thefollowing definitionsshallapply:

(a) AdministratormeanstheBoardor any of theCommitteesappointedto
administerthePlan.

(b) AnolicableLawsmeansthelegal requirementsrelatingto the

administrationofstockoptionplans, if any,underapplicableprovisionsoffederalsecurities
laws,Californiacorporateandsecuritieslaws,theCode,therulesofany applicablestock
exchangeornationalmarketsystem,andtherulesofany foreignjurisdictionapplicableto
Options grantedto residentstherein.

(c) Board meanstheBoardof Directorsof theCompany.

(d) Code meanstheInternalRevenueCodeof 1986,asamended.

(e) Committeemeansany committeeappointedby the Boardto administer
thePlan.

(0 CommonStockmeansthecommonstockoftheCompany.

(g) ComnanymeansSanrio,Inc., a Californiacorporation.

(h) Consultantmeansanypersonwho is engagedby theCompanyorany
RelatedEntity to renderconsultingor advisoryservicesasan independentcontractorandis
compensatedfor suchservices.

(i) ContinuousStatusasanEmployee.Directoror Consultantmeansthat
the provisionof servicesto theCompanyoraRelatedEntity in any capacityofEmployee,
DirectororConsultant,is not interruptedor terminated. ContinuousStatusasanEmployee,
DirectororConsultantshallnotbeconsideredinterruptedin thecaseof (i) any approvedleaveof
absenceor(ii) transfersbetweenlocationsof theCompanyor amongthe Company,any Related
Entity, orany successorin any capacityofEmployee,Directoror Consultant.An approvedleave
of absenceshall includesick leave,military leave,oranyotherauthorizedpersonalleave. For
purposesofIncentiveStockOptions,no suchleavemayexceedninety (90)days,unless
reemploymentuponexpirationof suchleaveis guaranteedby statuteorcontract.
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(j) CorporateTransactionmeansanyofthefollowing shareholder-approved
transactionsto which theCompanyis aparty:

(i) amergeror consolidationin whichtheCompanyis not the
survivingei~tity,exceptfor atransactionthe principalpurposeofwhich is to changethestatein
whichtheCompanyis incorporated;

(ii) the sale,transferorotherdispositionofall or substantiallyall of
theassetsofthe Company(including thecapitalstockoftheCompanyssubsidiarycorporations)
in connectionwith thecompleteliquidation ordissolutionoftheCompany;or

(iii) anyreversemergerin whichthe Companyis thesurvivingentity
but in whichsecuritiespossessingmorethanfifty percent(50%)ofthetotal combinedvoting
powerof theCompanysoutstandingsecuritiesaretransferredto apersonorpersonsdifferent
from thosewho held suchsecuritiesimmediatelyprior to suchmerger.

(k) Director meansamemberof theBoard.

(1) Emnloyeemeansanyperson,includinganOfficer or Director,who is an
employeeof theCompanyor anyRelatedEntity. Thepaymentofadirectorsfeebythe

Company shallnot besufficient to constituteemploymentby theCompany.

(m) ExchangeAct meansthe SecuritiesExchangeAct of 1934,asamended.

(n) Fair MarketValuemeans,asofanydate,thevalueof CommonStock
determinedasfollows:

(i) Wherethereexistsapublicmarketforthe CommonStock,theFair
MarketValueshall be (A) theclosingpricefor a Sharefor the lastmarkettradingdayprior to the
time ofthedetennination(or, if no closingpricewas reportedon that date,on thelast trading
dateon which aclosingpricewasreported)on thestockexchangedeterminedby the
Administratorto be theprimarymarketfor theCommonStockortheNasdaqNationalMarket,

whichever is applicableor(B) if the CommonStockis not tradedon anysuchexchangeor
nationalmarketsystem,theaverageoftheclosingbid andaskedpricesofaShareon theNasdaq
Small CapMarketfor thedayprior to thetime ofthedetermination(or,if no suchpriceswere
reportedon that date,on thelastdateonwhich suchpriceswerereported),in eachcase,as
reportedin The WallStreetJournalorsuchothersourceastheAdministratordeemsreliable;or

- (ii) Inthe absenceofanestablishedmarketofthe typedescribedin (i),
above,for the CommonStock,theFairMarketValuethereofshallbedeterminedby the
Administratorin goodfaithandin amannerconsistentwith Section260.140.50ofTitle 10 of the
CaliforniaCodeofRegulations.

(o) IncentiveStockOption meansanOption intendedto quali~asan
incentivestockoptionwithin themeaningof Section422 oftheCode
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(p) Non-qualifiedStockOption meansanOptionnot intendedto qualify as
anIncentiveStockOption.

(q) Officer meansapersonwho is anofficeroftheCompanywithin the
meaningof Section16 oftheExchangeAct andthe rulesandregulationspromulgated
thereunder.

(r) - Ontion meansastockoptiongrantedpursuantto the Plan.

(s) OptionAgreementmeansthewritten agreementevidencingthegrantof
anOptionexecutedby theCompanyandthe Optionee,includinganyamendmentsthereto.

(t) OptionedStockmeanstheCommonStocksubjectto anOption.

(u) OntioneemeansanEmployee,DirectororConsultantwho receivesan
OptionunderthePlan.

(v) Parentmeansaparentcorporation,whethernow orhereafterexisting,
asdefinedin Section424(e)oftheCode.

(w) ~J~nmeansthis 1997StockOptionPlan.

(x) RegistrationDatemeanstheclosingofthefirst saleofCommonStock
to thegeneralpublic pursuantto aregistrationstatementfiled with anddeclaredeffectiveby the
SecuritiesandExchangeCommissionundertheSecuritiesAct of 1933,asamended.

(y) RelatedEntity meansanyParent,Subsidiaryandanybusiness,
corporation,partnership,limited liability companyor otherentity in whichthe Company,a
Parentora Subsidiaryholdsanownershipinterest,directly or indirectly.

(z) Sharemeansa shareoftheCommonStock.

(aa) Subsidiary meansasubsidiarycorporation,whethernoworhereafter
existing, asdefinedin Section424(f)oftheCode.

3. StockSubjectto thePlan. -

(a) Subjectto theprovisionsof Section11(a),below, themaximumaggregate
numberofShareswhichmaybeoptionedandsoldunderthePlanis eight hundred(800) Shares.
TheSharesmaybe authorized,butunissued,or reacquiredCommonStock. Notwithstanding

theforegoing,the total numberof Sharesissuableuponexerciseofall outstandingOptionsshall
not exceedanumberofShareswhich is equalto 30%ofthethenoutstandingsharesofthe
Company,ascalculatedin accordancewith theconditionsandexclusionsof CaliforniaCorporate
SecuritiesRule260.140.45,unlessapercentagehigherthan30%is approvedby at leasttwo-
thirdsoftheoutstandingSharesentitledto vote.
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(b) If anOption expiresor becomesunexercisablewithouthavingbeen
exercisedin full, or is surrenderedpursuantto an Option exchangeprogram,or if anyunissued
Sharesareretainedby theCompanyuponexerciseofan Option in orderto satisfytheexercise
pricefor suchOptionor any withholdingtaxesduewith respectto suchOption,suchunissuedor
retainedSharesshallbecomeavailablefor futuregrantunderthePlan(unlessthePlanhas
terminated).Sharesthat actuallyhavebeenissuedunderthePlanshallnotbe returnedto the
Planandshallnot becomeavailablefor futuredistributionunderthePlan,exceptthat if unvested
Sharesareforfeited,or repurchasedby theCompanyattheiroriginalpurchaseprice,suchShares
shallbecomeavailablefor futuregrantunderthePlan.

4. AdministrationofthePlan.

(a) PlanAdministrator. With respectto grantsofOptionsto Employees,
Directors,Officersor Consultants,thePlanshall be administeredby (A) theBoardor (B) a
Committee(or a subcommitteeoftheCommittee)designatedby theBoard,which Committee
shallbeconstitutedin suchamannerasto satisfyApplicableLaws. Onceappointed,such
Committeeshallcontinueto servein its designatedcapacityuntil otherwisedirectedby the
Board.

(b) Multiple AdministrativeBodies. ThePlanmaybeadministeredby
differentbodieswith respectto Directors,Officers,ConsultantsandEmployeeswho areneither
DirectorsnorOfficers.

(c) Powersof theAdministrator. Subjectto ApplicableLawsandthe
provisionsofthePlan(including anyotherpowersgivento theAdministratorhereunder),and
exceptasotherwiseprovidedby theBoard,theAdministratorshallhavetheauthority,in its
discretion:

(i) to selecttheEmployees,DirectorsandConsultantsto whom
Optionsmaybegrantedfrom timeto time hereunder;

(ii) to determinewhetherandto whatextentOptions aregranted
hereunder;

(iii) to determinethenumberof Sharesto becoveredby eachOption
grantedhereunder;

(iv) to approveformsof OptionAgreementfor useunderthePlan;

(v) to determinethetermsandconditionsofanyOptiongranted
hereunder;

(vi) to establishadditionalterms,conditions,rulesorproceduresto
accommodatetherulesor lawsofapplicableforeignjurisdictionsandto afford Optionees
favorabletreatmentundersuchlaws;provided,however,thatno Optionshallbegrantedunder
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anysuchadditionalterms,conditions,rulesorprocedureswith termsorconditionswhichare
inconsistentwith theprovisionsofthePlan;

(vii) to amendthetermsof any outstandingOptiongrantedunderthe
Plan,including areductionin theexercisepriceofany Optionto reflectareductionin theFair
MarketValueof theCommonStocksincethegrantdateoftheOption,providedthat any
amendmentthatwould adverselyaffectthe Optionees rights underanoutstandingOptionshall
notbemadewithouttheOptioneeswrittenconsent;

(viii) to construeandinterpretthetermsofthePlanandOptionsgranted
pursuantto thePlan;and

(ix) to takesuchotheraction,not inconsistentwith thetermsofthe
Plan,astheAdministratordeemsappropriate.

(d) Effect ofAdministratorsDecision. All decisions,determinationsand
interpretationsoftheAdministratorshallbeconclusiveandbindingon all persons.

5. Eligibility. Non-QualifiedStockOptionsmaybegrantedto Employees,Directors
andConsultants.IncentiveStockOptionsmaybegrantedonly to EmployeesoftheCompany,a
Parentor aSubsidiary. An Employee,Directoror Consultantwho hasbeengrantedan Option
may,if otherwiseeligible,begrantedadditionalOptions. Optionsmaybe grantedto such
Employees,DirectorsorConsultantswhoareresidingin foreignjurisdictionsasthe
Administratormaydeterminefrom time to time.

6. TermsandConditionsofOptions.

(a) Designationof Options. EachOptionshallbe designatedaseitheran
IncentiveStockOptionoraNon-QualifiedStockOption. However,notwithstandingsuch
designation,to theextentthat theaggregateFairMarketValueofSharessubjectto Options
designatedasIncentiveStockOptionswhichbecomeexercisablefor thefirst timeby an
Optioneeduringanycalendaryear(underall plansofthe Companyor any Parentor Subsidiary)

exceeds$100,000,suchexcessOptions,to theextentof theSharescoveredtherebyin excessof
the foregoinglimitation, shallbetreatedasNon-QualifiedStockOptions. Forthispurpose,
IncentiveStockOptionsshallbetakenintoaccountin theorderin whichtheyweregranted,and
theFairMarketValue oftheSharesshallbe determinedasofthedatetheOptionwith respectto
suchSharesis granted.

(b) - Conditionsof Ontion. Subjectto thetermsof thePlan,the Administrator
shalldeterminetheprovisions,terms,andconditionsof eachOption including,butnot limited to,
theOptionvestingschedule,repurchaseprovisions,rightsoffirst refusal,forfeitureprovisions,
andsatisfactionofanyperformancecriteria. Theperformancecriteriaestablishedby the
Administratormaybebasedon any oneof, or combinationof, increasein shareprice,earnings
pershare,total shareholderreturn,returnon equity, returnon assets,returnon investment,net
operatingincome,cashflow, revenue,economicvalueadded,personalmanagementobjectives,
orothermeasureofperformanceselectedby theAdministrator. Partialachievementofthe
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specifiedcriteriamayresultin vestingcorrespondingto thedegreeof achievementasspecifiedin
the OptionAgreement.

(c) EarlyExercise.The Optionmay,but neednot,includeaprovision
wherebytheOptioneemayelectatany time while anEmployee,DirectororConsultantto
exerciseanypartor all oftheOptionpriorto full vestingofthe Award. Any unvestedShares
receivedpursuantto suchexercisemaybesubjectto arepurchaseright in favorofthe Company
or to anyotherrestrictiontheAdministratordeterminesto beappropriate.

(d) Termof Option. Thetermof eachOptionshallbe thetermstatedin the
OptionAgreement,provided,however,that thetermshallbenomorethanten (10)yearsfrom
thedateofgrantthereof However,in the caseof anIncentiveStockOptiongrantedto an
Optioneewho,at thetime the Option is granted,ownsstockrepresentingmorethantenpercent
(10%)ofthevotingpowerof all classesofstockoftheCompanyoranyParentor Subsidiary,the
termoftheOptionshallbe five (5) yearsfrom thedateofgrantthereofor suchshortertermas
maybe providedin the OptionAgreement.

(e) Non-Transferabilityof Options. Optionsmaynotbe sold, pledged,
assigned,hypothecated,transferred,ordisposedofin anymannerotherthanby will orby the
lawsofdescentor distributionandmaybeexercised,during thelifetime ofthe Optionee,only by
theOptionee.

(f) Time ofGrantingOptions. Thedateof grantof anOptionshall for all
purposes,be thedateonwhichtheAdministratormakesthedeterminationto grantsuchOption,
or suchotherdateas is determinedby the Administrator. Noticeofthegrantdeterminationshall
begivento eachEmployee,DirectororConsultantto whomanOption is sograntedwithin a
reasonabletime afterthedateof suchgrant.

7. OptionExercisePrice.Consideration.TaxesandReloadOptions.

(a) ExercisePrice. The exercisepricefor anOptionshallbeasfollows:

(i) Inthecaseofan IncentiveStockOption:

(A) grantedto anEmployeewho,at thetime of thegrantof
suchIncentiveStockOptionownsstockrepresentingmorethantenpercent(10%)ofthevoting
powerof all classesof stockoftheCompanyorany ParentorSubsidiary,theperShareexercise
priceshallbenot lessthanonehundredtenpercent(110%)oftheFair MarketValueper Share
on thedateofgrant. -

(B) grantedto any EmployeeotherthananEmployee
describedin theprecedingparagraph,theperShareexercisepriceshallbenot lessthanone
hundredpercent(100%)oftheFairMarketValueperShareon the dateof grant.
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- (ii) In thecaseofaNon-QualifiedStockOption:

(A) grantedto apersonwho,atthetime ofthegrantof such
Option,ownsstockrepresentingmorethantenpercent(10%)ofthevoting powerofall classes
ofstockoftheCompanyor any Parentor Subsidiary,theperShareexercisepriceshallbenot
lessthanonehundredtenpercent(110%)oftheFairMarketValueperShareon thedateof
grant.

(B) grantedto anypersonotherthanapersondescribedin the
precedingparagraph,theper Shareexercisepriceshallbenot lessthaneighty-fivepercent(85%)
oftheFairMarketValueper Shareon thedateofgrant.

(b) Consideration.Subjectto ApplicableLaws,the considerationto bepaid
for theSharesto be issueduponexerciseofanOptionincludingthemethodofpayment,shallbe
determinedby theAdministrator(and,in thecaseof an IncentiveStockOption,shallbe
determinedatthetime ofgrant). In additionto anyothertypesof considerationthe
Administratormaydetermine,theAdministratoris authorizedto acceptasconsiderationfor
SharesissuedunderthePlanthefollowing:

(i) cash;

(ii) check;

(iii) deliveryofOptioneespromissorynotewith suchrecourse,
interest,security,andredemptionprovisionsastheAdministratordeterminesasappropriate;

(iv) if theexerciseoccurson oraftertheRegistrationDate,surrenderof
Sharesor deliveryof aproperlyexecutedform ofattestationofownershipof Sharesasthe
Administratormay require(including withholdingof Sharesotherwisedeliverableuponexercise
oftheOption) whichhavea FairMarketValueonthedateof surrenderor attestationequalto the
aggregateexercisepriceofthe Sharesasto whichsaidOptionshallbeexercised(butonly to the
extentthat suchexerciseoftheOption wouldnotresultin anaccountingcompensationcharge

with respectto theSharesusedto pay theexercisepriceunlessotherwisedeterminedby the
Administrator);

(v) if theexerciseoccursonoraftertheRegistrationDate,deliveryof
aproperlyexecutedexercisenoticetogetherwith suchotherdocumentationastheAdministrator
and thebroker, if applicable,shall requireto effectanexerciseofthe Optionanddeliveryto the
Companyofthesaleor loanproceedsrequiredto pay theexerciseprice;or

(vi) any combinationoftheforegoingmethodsofpayment.

(c) Taxes. No SharesshallbedeliveredunderthePlanto anyOptioneeor
otherpersonuntil suchOptioneeor otherpersonhasmadearrangementsacceptableto the
Administratorforthe satisfactionofany foreign,federal,state,or local incomeandemployment
tax withholdingobligations,including,withoutlimitation, obligationsincidentto thereceiptof
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Sharesorthedisqualifyingdispositionof SharesreceivedonexerciseofanIncentiveStock
Option. Uponexerciseofan OptiontheCompanyshallwithhold orcollect from Optioneean
amountsufficient to satisfysuchtaxobligations.

(d) ReloadOptions. In theeventtheexercisepriceor tax withholdingofan
Option is satisfiedby the CompanyortheOptioneesemployerwithholding Sharesotherwise
deliverableto theOptionee,theAdministratormayissuetheOptioneeanadditionalOption,with
termsidenticalto theOptionAgreementunderwhichtheOption wasexercised,but atan
exercisepriceasdeterminedby theAdministratorin accordancewith thePlan.

8. ExerciseofOption.

(a) Procedurefor Exercise:Rightsasa Shareholder.

(i) Any Optiongrantedhereundershall beexercisableat suchtimes
andundersuchconditionsasdeterminedby theAdministratorunderthetermsof thePlanand
specifiedin theOptionAgreementbut in no caseat arateoflessthan20%peryearover five (5)
yearsfrom thedatetheOption is granted,subjectto reasonableconditionssuchascontinued
employment. However,in thecaseofanOptiongrantedto an Officer, Directoror Consultant,
theOptionAgreementmayprovidethattheOptionmaybecomefully exercisable,subjectto
reasonableconditionssuchascontinuedemployment,atany time or during anyperiod
establishedin theOptionAgreement.

(ii) An Optionshallbedeemedto be exercisedwhenwrittennoticeof
suchexercisehasbeengivento theCompanyin accordancewith thetermsoftheOptionby the
personentitledto exercisetheOptionandfull paymentfor theShareswith respectto whichthe
Optionis exercisedhasbeenreceivedby theCompany.Until the issuance(asevidencedby the
appropriateentryon thebooksoftheCompanyorofaduly authorizedtransferagentofthe
Company)ofthestockcertificateevidencingsuchShares,no right to voteorreceivedividends
or any otherrightsasa shareholdershallexistwith respectto OptionedStock,notwithstanding
theexerciseofanOption. TheCompanyshallissue(or causeto beissued)suchstockcertificate
promptly uponexerciseoftheOption. No adjustmentwill be madefor adividendor otherright

for which therecorddateis prior to thedatethestockcertificateis issued,exceptasprovidedin
theOptionAgreementorSection11(a),below.

(b) ExerciseofOptionFollowing TerminationofEmployment.Directoror
ConsultingRelationship.In theeventof terminationofanOptioneesContinuousStatusasan
Employee,DirectororConsultantfor anyreasonotherthandisability ordeath(but not in the
eventofan Optioneeschangeof statusfrom Employeeto Consultantor from Consultantto
Employee),suchOptioneemay,but only within three(3) monthsafterthedateof such
termination(but in noeventlaterthantheexpirationdateofthetermofsuchOptionasset forth
in theOptionAgreement),exercisehis orher Optionto theextentthattheOptioneewasentitled
to exerciseit atthedateof suchterminationorto suchotherextentasmaybedeterminedby the
Administrator. TheOptioneesOptionAgreementmayprovidethatupontheeventof
terminationoftheOptionees ContinuousStatusasanEmployee,DirectororConsultantfor
Cause,the Optioneesright to exercisetheOption shall terminateconcurrentlywith the
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terminationofOptioneesContinuousStatusasanEmployee,DirectororConsultant.Theterm
Causeshallbeasdefinedin theOptionAgreement.If theOptioneeshoulddie within three(3)
monthsafterthedateofsuchtermination,theOptioneesestateor thepersonwhoacquiredthe
right to exercisetheOptionby bequestorinheritancemayexercisetheOption to theextentthat
the Optioneewasentitledto exerciseit atthedateof suchterminationwithin twelve(12)months
oftheOptionees dateofdeath,but in noeventlaterthantheexpirationdateofthetermofsuch
Optionassetforth in theOptionAgreement.In theeventofanOptioneeschangeofstatusfrom
Employeeto Consultant,anEmployeesIncentiveStockOptionshallconvertautomaticallyto a
Non-QualifiedStockOptionon thedaythree(3) monthsandoneday following suchchangeof
status. To theextentthatthe Optionecis notentitledto exercisetheOptionat thedateof
termination,or if Optioneedoesnot exercisesuchOptionto theextentsoentitled within thetime
specifiedherein,the Optionshallterminate.

(c) Disability ofOntionee.In theeventof terminationof anOptionees
ContinuousStatusasanEmployee,DirectororConsultantasaresultofhisorherdisability,
Optioneemay,butonly within twelve (12)monthsfrom thedateofsuchtermination(andin no
eventlaterthanthe expirationdateofthetermofsuchOptionassetforth in the Option
Agreement),exercisetheOptionto theextentotherwiseentitledto exerciseit at thedateofsuch
termination;provided,however,that if suchdisability is notadisability assuchtermis
definedin Section22(e)(3)oftheCode, in thecaseofan IncentiveStockOptionsuchIncentive
StockOption shallautomaticallyconvertto aNon-QualifiedStockOptionontheday three(3)
monthsandoneday following suchtermination. To theextentthattheOptioneeis notentitled
to exercisetheOptionat thedateof termination,or if OptioneedoesnotexercisesuchOptionto
the extentsoentitledwithin thetime specifiedherein,theOptionshall terminate.

(d) DeathofOptionee.In theeventof thedeathofanOptionee,theOption
maybeexercisedat anytime within twelve(12)monthsfollowing thedateofdeath(but in no
eventlaterthantheexpirationofthetermof suchOptionassetforth in the OptionAgreement),
by theOptioneesestateor by apersonwho acquiredtheright to exercisetheOption by bequest
or inheritance,butonly to theextentthattheOptioneewasentitledto exercisetheOptionatthe
dateofdeath. If, at thetime ofdeath,theOptioneewasnot entitledto exercisehis or herentire

Option, theSharescoveredby theunexercisableportionof theOptionshall immediatelyrevertto
thePlan. If, afterdeath,theOptionees estateor apersonwho acquiredtheright to exercisethe
Optionby bequestor inheritancedoesnotexercisetheOptionwithin thetime specifiedherein,
theOptionshall terminate.

(e) BuyoutProvisions.TheAdministratormayatany timeoffer to buy out
for apaymentin cash,or Shares,anOptionpreviouslygranted,basedon suchtermsand
conditionsastheAdministratorshallestablishandcommunicateto theOptioneeatthe timethat
suchoffer is made.

9. ConditionsUponIssuanceofShares.

(a) Sharesshallnotbe issuedpursuantto theexerciseof anOptionunlessthe
exerciseof suchOptionandtheissuanceanddeliveryofsuchSharespursuanttheretoshall
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comply with all ApplicableLaws,andshallbefurthersubjectto theapprovalof counselfor the
Companywith respectto suchcompliance.

(b) As aconditionto theexerciseofan Option, the Companymayrequirethe
personexercisingsuchOption to representandwarrantatthetime ofanysuchexercisethatthe
Sharesarebeingpurchasedonly for investmentandwithout anypresentintentionto sell or
distributesuchSharesif, in theopinionof counselforthe Company,sucharepresentationis
requiredby anyApplicableLaws.

10. RepurchaseRights. If theprovisionsofanOptionAgreementgrantto the
Companytheright to repurchaseSharesuponterminationoftheOptioneesContinuousStatusas
anEmployee,DirectororConsultant,theOptionAgreementshallprovidethat therepurchase
pricewill be either:

(a) Not lessthanthe Fair MarketValueoftheSharesto be repurchasedon the
dateofterminationofthe Optionees ContinuousStatusasanEmployee,DirectororConsultant,
andtheright to repurchasemustbeexercisedfor cashorcancellationofpurchasemoney
indebtednessfor theShareswithin ninety (90)daysoftheterminationofthe Optionees
ContinuousStatusasanEmployee,DirectororConsultant(or in thecaseofSharesissuedupon
exerciseofOptions afterthedateofterminationofthe Optionees ContinuousStatusasan
Employee,DirectororConsultant,within ninety (90)daysafterthedateoftheOptionexercise),
andtheright terminateswhentheCompanyssecuritiesbecomepublicly traded;or

(b) Theoriginal purchaseprice,providedthatthe rightto repurchaseatthe
original purchasepricelapsesatthe rateofat leasttwentypercent(20%)oftheSharessubjectto
theOptionperyearoverfive (5) yearsfrom thedatethe Option is granted(withoutrespectto the
datetheOptionwasexercisedorbecameexercisable),andtheright to repurchasemustbe
exercisedfor cashorcancellationof purchasemoneyindebtednessforthe Shareswithinninety
(90)daysofterminationoftheOptioneesContinuousStatusasanEmployee,Directoror
Consultant(or in thecaseof SharesissueduponexerciseofOptionsafterthedateoftermination
oftheOptioneesContinuousStatusasanEmployee,DirectororConsultant,within ninety (90)
daysafterthedateoftheOptionexercise).

(c) In additionto therestrictionssetforth in (a) and(b) above,the Sharesheld
by anOfficer,Directoror Consultantmaybe subjectto additionalorgreaterrestrictions.

11. AdjustmentsUnonChangesin Capitalizationor CorporateTransaction.

(a) AdjustmentsUponChangesin Capitalization. Subjectto any required
actionby the shareholdersofthe Company,thenumberof Sharescoveredby eachoutstanding
Option, andthenumberof Shareswhich havebeenauthorizedfor issuanceunderthePlanbut as
to which no Optionshaveyet beengrantedorwhich havebeenreturnedto the Plan,aswell as
thepricepershareofCommonStockcoveredby eachsuchoutstandingOption,shallbe
proportionatelyadjustedfor any increaseor decreasein thenumberof issuedsharesof Common
Stockresultingfrom astocksplit, reversestocksplit, stockdividend,combinationor
reclassificationoftheCommonStock,oranyothersimilareventresultingin an increaseor
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decreasein thenumberof issuedsharesof CommonStock. Exceptasexpresslyprovidedherein,
no issuanceby theCompanyof sharesof stockofany class,or securitiesconvertibleinto shares
ofstockofany class,shallaffect,andno adjustmentby reasonhereofshallbemadewith respect
to, thenumberorpriceof Sharessubjectto an Option.

(b) CorporateTransaction.In theeventofaproposedCorporateTransaction,
theAdministratorshall-notify theOptioneeatleastfifteen (15)dayspriorto suchproposed
CorporateTransaction.To theextentit hasnotbeenpreviouslyexercised,theOptionwill
terminateimmediatelyprior to theconsummationofsuchproposedCorporateTransaction,
unlesstheOption is assumedor anequivalentOption is substitutedby the successorcorporation
or aParentor Subsidiaryof suchsuccessorcorporation. Forthepurposesofthis subsection,the
Optionshallbeconsideredassumedif, following theCorporateTransaction,the Optionconfers
theright to purchase,for eachSharesubjectto theOptionimmediatelyprior to theCorporate
Transaction,theconsideration(whetherstock,cash,orothersecuritiesorproperty)receivedin
theCorporateTransactionby holdersofCommonStockfor eachSharesubjectto theOption
heldon theeffectivedateoftheCorporateTransaction(andif holderswereoffereda choiceof
consideration,thetypeofconsiderationchosenby theholdersofamajority ofthe outstanding
Shares);provided,however,that if suchconsiderationreceivedin theCorporateTransactionwas
notsolely commonstockofthe successorcorporationor its Parent,theAdministratormay,with
theconsentofthesuccessorcorporation,providefor theconsiderationto be receiveduponthe
exerciseorexchangeoftheOption for eachSharesubjectto theOptionto besolelycommon
stockofthesuccessorcorporationor its Parentequalin fair marketvalueto thepershare
considerationreceivedby holdersof CommonStockin theCorporateTransaction.

12. TermofPlan. ThePlanshallbecomeeffectiveupontheearlierto occurofits
adoptionby theBoardor its approvalbythe shareholdersofthe Company.It shallcontinuein
effectfor atermof ten(10)yearsunlesssoonerterminated.

13. Amendment.SuspensionorTerminationofthePlan.

(a) TheBoardmayat any time amend,suspendorterminatethe Plan. To the
extent necessaryto comply with ApplicableLaws,theCompanyshallobtainshareholder

approvalofany Planamendmentin suchamannerandto suchadegreeasrequired.

(b) No Optionmaybe grantedduring any suspensionofthePlanorafter
terminationofthePlan.

(c) Any amendment,suspensionorterminationofthePlanshallnot affect
Optionsalreadygranted,andsuchOptionsshall remainin full forceandeffectasif thePlanhad
notbeenamended,suspendedorterminated,unlessmutuallyagreedotherwisebetweenthe
OptioneeandtheAdministrator,whichagreementmustbe in writing andsignedby theOptionee
andtheCompany.

11
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14. Reservationof Shares.

(a) The Company, duringthetermofthePlan,will at all times reserveand
keepavailablesuchnumberof Sharesasshallbe sufficientto satisfythe requirementsofthe
Plan.

(b) Theinability oftheCompanyto obtainauthorityfrom any regulatorybody
havingjurisdiction,which authorityis deemedby theCompanyscounselto benecessaryto the
lawful issuanceandsaleofany Shareshereunder,shallrelievetheCompanyof any liability in
respectofthefailureto issueorsell suchSharesasto which suchrequisiteauthorityshallnot
havebeenobtained.

15. No Effecton TermsofEmployment. ThePlanshallnotconferuponany
Optioneeany right with respectto continuationofemploymentorconsultingrelationshipwith
the Company,norshallit interferein anywaywith his orherright ortheCompanysright to
terminatehis or heremploymentor consultingrelationshipatanytime, with orwithout cause.

16. ShareholderApproval. ContinuanceofthePlanshallbesubjectto approvalby
the shareholdersof theCompanywithin twelve (12)monthsbeforeorafterthedatethePlanis
adopted.Suchshareholderapprovalshallbe obtainedin thedegreeandmannerrequiredunder
ApplicableLaws.

17. Informationto Ontionees.The Companyshallprovideto eachOptionee,during
the periodfor which suchOptioneehasoneor moreOptionsoutstanding,copiesoffinancial
statementsat leastannuallyandall annualreportsandotherinformationwhich is providedto all
shareholdersoftheCompany.

12
sf-286616



I.

SANRIO, INC. 1997 STOCKOPTIONPLAN

- - STOCKOPTIONAGREEMENT

I. NOTICE OF STOCK OPTION GRANT

Optionees NameandAddress: _______________________________________

You havebeengrantedanoptionto purchasesharesofCommonStockoftheCompany,
subject to the terms and conditions of the Plan and this Option Agreement, as follows:

GrantNumber _______________________________________

DateofGrant _________________________________________

Vesting CommencementDate _________________________________________

ExercisePriceperShare $___________________________________________

Total Number of Shares Granted _______________________________________

Total Exercise Price $___________________________________________

Type ofOption: ______ IncentiveStockOption

______ Non-Qualified Stock Option

Term/ExpirationDate: _________________________________________

Vesting Schedule: -

Subject to other limitations set forth in this Agreement,this Optionmaybeexercised,in
- wholeor in part, in accordancewith the following schedule:

1/3 of the Shares subject to the Option shall vest twelve months after the Vesting
CommencementDateandanadditional 1/3 ofthe Shares subject to the Option shall vest on each
anniversaryof the Vesting Commencement Date thereafter such that the Option shall be fully
vestedthee(3) yearsfrom theVesting CommencementDate. Notwithstanding the foregoing, to
the extentnotpreviouslyvested,all the Shares subject to the Option shall be fully vested on the
Registration Date.

TerminationPeriod: -

Exceptin theeventofterminationoftheOptionees ContinuousStatusasanEmployee,
Director or Consultant for Cause (as defined below), this Option may be exercised for three (3)
months afterterminationoftheOptionees Continuous Status as an Employee, Director or
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Consultantor suchlongerperiodasmaybe applicableupondeathor disabilityof Optioneeas
providedin theAgreement. In the eventoftheOptioneeschangein statusfrom Employeeto
Consultantor Consultantto Employee,this OptionAgreementshall remainin effect; provided,
however,thatin theeventof achangein statusfrom Employeeto Consultant,the Optionees
IncentiveStockOptionshallceaseto betreatedasanIncentiveStockOption andshall betreated
asaNon-QualifiedStockOption on theday thee(3) monthsandoneday following suchchange
in status. In no eventshallthis Optionbeexercisedlater thanthe TermlExpirationDateas
providedabove.

In theeventofterminationoftheOptioneesContinuousStatusasanEmployee,Director
or Consultantfor Cause,this Optionshall terminateconcurrentlywith theterminationofthe
OptioneesContinuousStatusasan Employee,Directoror Consultant.

Definition of Cause:

For purposesofthisOption, terminationof theOptioneesContinuousStatusasan
Employee,Directoror Consultantshallbe for Causeassuchtermis definedin theOptionees
employmentagreement,or in theabsenceof suchdefinition, thenasin the opinionof the
Administrator,Optionee: (i) actsin badfaithandto thedetrimentoftheCompany;(ii) refusesor
fails to actin accordancewith any specificdirectionororderoftheCompany;(iii) exhibits in
regardto his employmentunfitnessor unavailability for service,unsatisfactoryperformance,or
misconduct,butnotdisability; (iv) exhibitsdishonesty,habitualneglect,or incompetence,but
not disability; or(v) is convictedof acrime involving dishonesty,breachof trust,orphysicalor
emotionalharmto any person.At least30 daysprior to terminatingtheOptionecsContinuous
StatusasanEmployee,Directoror Consultantpursuantto (ii) or (iii) above,theAdministrator
shallprovidetheOptioneewith noticeof theCompanysintentto terminate,theCompanys
reasontherefor,andan opportunity for theOptioneeto curesuchdefectsin his employmentto
theCompanyssatisfaction.
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II. AGREEMENT

1. GrantofOption. Sanrio,Inc., a Californiacorporation(theCompany),hereby
grantsto theOptioneenamedin theNoticeof StockOptionGrant(theOptionec),anoption
(theOption) to purchasethetotalnumberofsharesofCommonStock(theShares)set forth
in theNoticeof StockOption Grant,attheexercisepriceper shareset forth in theNoticeof
StockOptionGrant(theExercisePrice)subjectto theterms,definitions andprovisionsofthe
Companys1997StockOptionPlan(thePlan) adoptedby theCompany,which is incorporated
hereinby reference.Unlessotherwisedefinedherein,thetermsdefinedin thePlanshallhavethe
samedefinedmeaningsin thisOptionAgreement.

If designatedin theNotice ofStockOptionGrantasanIncentiveStock Option, this
Option is intendedto qualify asan IncentiveStock Optionasdefinedin Section422 oftheCode.
Nevertheless,to theextentthatit exceedsthe$100,000ruleofSection422(d)oftheCode,this
OptionshallbetreatedasaNon-QualifiedStockOption. -

2. ExerciseofOption.

(a) Rightto Exercise. This Optionshallbe exercisableduringits termin
accordancewith theVestingSchedulesetout in theNoticeof StockOption Grantandwith the
applicableprovisionsofthePlanandthis Option Agreement. In theeventofterminationof
OptioneesContinuousStatusasanEmployee,Directoror Consultant,thisOptionshallbe
exercisablein accordancewith theapplicableprovisionsofthePlanandthis OptionAgreement.
ThisOptionshallbe subjectto theprovisionsof Section11(b)of thePlanrelatingto the
exercisabilityor terminationoftheOption in theeventofa CorporateTransaction.

(b) MethodofExercise.This Option shallbe exercisableonly by deliveryof
anExerciseNotice(attachedasExhibit A) whichshall statetheelectionto exercisetheOption,
thewholenumberof Sharesin respectof whichtheOption is being exercised,and suchother
provisionsasmaybe requiredby theAdministrator. SuchExerciseNoticeshallbe signedby the
Optioneeandshallbe deliveredin personor by certifiedmail to theSecretaryoftheCompany
accompaniedby paymentoftheExercisePrice. TheOption shallbe deemedto be exercised

- uponreceiptby theCompanyofsuchwrittennoticeaccompaniedby theExercisePrice.

No Shareswill be issuedpursuantto theexerciseoftheOptionunlesssuch
- issuanceandsuchexerciseshallcomply with all ApplicableLaws. Assumingsuchcompliance,
for incometaxpurposes,theSharesshallbe consideredtransferredto theOptioneeon thedateon
whichtheOption is exercisedwith respectto suchShares.

(c) Taxes.No Shareswill be issuedto theOptioneeor otherpersonpursuant
to theexerciseoftheOptionuntil theOptioneeor otherpersonhasmadearrangements
acceptableto theAdministratorfor thesatisfactionof foreign,federal,stateandlocal incomeand
employmenttax withholdingobligations.

3. OptioneesRenresentations.Inthe eventtheSharespurchasablepursuantto the
exerciseoftheOptionhavenot beenregisteredundertheSecuritiesAct of 1933,asamended,at
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the timethe Option is exercised,theOptioneeshall, if requiredby theCompany,concurrently
with theexerciseor all oranyportiontheOption, deliverto the Companyhis orher Investment
RepresentationStatementin the form attachedheretoasExhibit B.

4. . Methodof Payment. PaymentoftheExercisePriceshallbe by anyofthe
following, or acombinationthereof,attheelectionofthe Optionee;provided,however,that such
exercisemethoddoesnot thenviolate anApplicableLaw:

(a) cash;

(b) check;

(c) if theexerciseoccurson oraftertheRegistrationDate,surrenderof Shares
or deliveryofa properlyexecutedform of attestationofownershipofSharesasthe
Administratormayrequire(includingwithholding ofSharesotherwisedeliverableuponexercise
oftheOption)which havea FairMarketValueon thedateofsurrenderor attestationequalto the
aggregateExercisePriceof theSharesasto which theOptionis beingexercised(but only to the
extentthat suchexerciseofthe Optionwouldnot resultin an accountingcompensationcharge
with respectto theSharesusedto paythe exerciseprice); or

(d) if theexerciseoccurson or aftertheRegistrationDate,deliveryofa
properlyexecutedExerciseNoticetogetherwith suchotherdocumentationastheAdministrator
andthebroker,if applicable,shall requireto effectan exerciseof theOptionanddelivery to the
Companyofthe saleor loanproceedsrequiredto pay theExercisePrice.

5. RestrictionsonExercise. ThisOptionmaynotbe exerciseduntil suchtimeasthe
Planhasbeenapprovedby theshareholdersofthe Company. In addition,this Optionmaynot be
exercisedif the issuanceofthe Sharessubjectto theOptionuponsuchexercisewould constitute
aviolation of any ApplicableLaws.

6. TerminationofRelationship. In the eventtheOptioneesContinuousStatusasan
Employee,DirectororConsultantterminates,theOptioneemay; to theextentotherwiseso

- entitledat thedateofsuchtermination(theTerminationDate),exercisethisOptionduringthe
TerminationPeriodsetout in theNoticeofStockOptionGrant. Exceptasprovidedin
Sections7 and 8, below,to theextentthattheOptioneewasnot entitledto exercisethis Option
on theTerminationDate,or if the OptioneedoesnotexercisethisOptionwithin theTermination
Period,theOptionshall terminate.

7. Disability ofOntionee.In theOptioneesContinuousStatusasanEmployee,
Directoror Consultantterminatesasaresultofhis orherdisability, theOptioneemay,butonly
within twelve(12)monthsfrom theTerminationDate(andin noeventlaterthanthe
Term/ExpirationDate),exercisethe Optionto theextentotherwiseentitledto exerciseit on the
TerminationDate;provided,however,thatif suchdisability is not adisability assuchtermis
definedin Section22(e)(3)oftheCodeandtheOption is anIncentiveStockOption,such
IncentiveStockOption shallceaseto be treatedasan IncentiveStockOptionandshallbe treated
asaNon-QualifiedStockOptionon thedaythree(3) monthsandoneday following the
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TerminationDate. To theextentthattheOptioneewasnotentitledto exercisetheOptionon the
TerminationDate,or if the Optioneedoesnot exercisesuchOptionto theextentsoentitledwithin
thetime specifiedherein,the Optionshall terminate. -

8. . Deathof Ontionee.In theeventoftheOptioneesdeath,theOptionmaybe
exercisedatanytimewithin twelve(12)monthsfollowing thedateofdeath(andin no event
laterthantheTerm/ExpirationDate),by theOptioneesestateorby apersonwho acquiredthe
right to exercisetheOptionby bequestor inheritance,but only to theextentthe Optioneecould
exercisetheOptionat thedateofdeath.

9. Non-Transferabilityof Option. This Optionmay notbe transferredin any manner
otherwisethanby will orby thelawsofdescentordistributionandmaybeexercisedduring the
lifetime oftheOptioneeonly by theOptionee. Thetermsof this Optionshallbebindingupon
theexecutors,administrators,heirsandsuccessorsoftheOptionee.

10. Termof Option. This Optionmaybeexercisedonly within thetermsetout in the
Noticeof StockOptionGrant, andmaybeexercisedduringsuchtermonly in accordancewith
thePlanandthetermsof this OptionAgreement.

11. CompanysRightofFirst Refusal.

(a) TransferNotice. NeithertheOptioneenoratransferee(eitherbeing
sometimesreferredto hereinastheHolder) shallsell, hypothecate,encumberor otherwise
transferanySharesoranyright or interestthereinwithout first obtainingtheprior written
consentoftheCompanyunlesstheHolder first shallhaveprovidedtheCompanywith written
notice(theTransferNotice)of:

(i) TheHoldersintentionto transfer;

(ii) Thenameof the proposed transferee;

(iii) Thenumberof Sharesto be transferred;and

(iv) Theproposedtransferprice orvalueandtermsthereof.

(b) First RefusalExerciseNotice. Within 45 daysafterreceiptoftheTransfer
Notice(theOptionPeriod)theCompanyand/orits assignsshallhavetheright to purchase(the
Right ofFirst Refusal)all or, asthecasemaybe,encumberall, butnot lessthanall, ofthe
Shareswhich aredescribedin theTransferNotice(theOfferedShares)at theper sharepriceor
valueandin accordancewith thetermsstatedin theTransferNotice,which RightofFirst
Refusalshallbeexercisedby written notice (the First Refusal ExerciseNotice)to theHolder
settingforth thenumberof OfferedSharestheCompanyand/orits assignselectsto purchaseor
encumber,providedthatthenumberequalsall oftheOffered Shares.

(c) PaymentTerms. TheCompanyshallconsummatethepurchaseofthe
OfferedShareson thetermssetforth in theTransferNoticewithin 15 daysafterdeliveryofthe
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First RefusalExerciseNotice;provided,however,thatin theeventtheTransferNoticeprovides
for the payment for the Offered Shares other than in cash, the Companyand/orits assignsshall

havethe right to pay for theOfferedSharesby thediscountedcashequivalentofthe
considerationdescribedin theTransferNoticeasreasonablydeterminedby theAdministrator.
Uponpaymentfor theOfferedSharesto theHolderor into escrowfor thebenefitoftheHolder,
theCompanyor its assignsshallbecomethelegal andbeneficialownerof theOfferedShares
andall rights andinterestthereinor relatedthereto,andtheCompanyshallhavetheright to
transfertheOffered Sharesto its own nameor its assignswithout thefurtheractionby the
Holder.

(d) Assignment. WhenevertheCompanyshallhavetheright to purchase
Sharesunderthis Right ofFirst Refusal,theCompanymaydesignateandassignoneor more
employees,officers,directorsor shareholdersofthe Companyor otherpersonsororganizations,
to exerciseall or apartoftheCompanysRight ofFirst Refusal.

(e) Non-Exercise.If theCompanyand/orits assignsdo not collectivelyelect
to exercisetheRight of First Refusalwithin thespecified45-dayperiodor suchearliertime if the
Company and/or its assigns notifies the Holder thatit will notexercisetheRightofFirst Refusal,
thentheHoldermaytransferthe Sharesuponthetermsand conditionsstatedin theTransfer
Notice,providedthat: - -

(i) Thetransferis madewithin 120 daysofthedateofthe Transfer
Notice;and

(ii) Thetransfereeagreesin writing thatsuchSharesshallbeheldor
encumberedsubjectto theprovisionsof thisRight of First Refusal.

(f) Expirationof TransferPeriod. Following such120-dayperiod,no transfer
oftheOfferedSharesandno changein thetermsof thetransferasstatedin theTransferNotice
(includingthenameoftheproposedtransferee)shallbepermittedwithoutanewwrittenTransfer
Notice prepared and submitted in accordance with the requirements of this Right of First Refusal.

(g) Exception for Certain Family Transfers. Anything to the contrary
containedin this sectionnotwithstanding,thetransferofany or all ofthe Sharesduringthe
Optioneeslifetime oron theOptioneesdeathby will or intestacyto theOptioneesImmediate
Familyoratrust for thebenefitoftheOptioneeor theOptioneesImmediateFamily shallbe
exemptfrom theprovisionsof thisRight ofFirst Refusal. ImmediateFamily asusedherein
shallmeanspouse,linealdescendantorantecedent,father,mother,brotheror sisterandthelineal
descendants of such individuals. In such case, the transferee or otherrecipientshallreceiveand
holdthe Sharessotransferredsubjectto theprovisionsofthis Right of First Refusal,andthere
shallbe no furthertransferofsuchSharesexceptinaccordancewith the termsofthis Right of
First Refusal.

(h) TerminationofRightof First Refusal. Theprovisionsofthis Rightof
First Refusalshallterminateasto all SharesupontheRegistrationDate.
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(i) - Additional SharesorSubstitutedSecurities. In theeventof any stock
split, stockdividend,recapitalization,combinationofshares,exchangeof sharesor otherchange
affectingtheoutstandingCommonStockasaclasseffectedwithout theCompanysreceiptof
consideration,any new,substitutedor additionalsecuritiesorotherpropertywhich is by reason
ofanysuchtransactiondistributedwith respectto theSharesshallbe immediatelysubjectto the
RightofFirst Refusal,but only to theextentthe Sharesareatthetime coveredby suchright.

C) CorporateTransaction. Immediatelypriorto theconsummationofa
CorporateTransaction,theRightof First Refusalshall automaticallylapsein its entirety,except
to theextenttheRightofFirst Refusalis to be assignedto the successorcorporation(or its parent
company)in connectionwith such Corporate Transaction, the right shall apply to the new capital

stockorotherpropertyreceivedin exchangefor theSharesin consummationoftheCorporate
Transaction,but only to theextenttheSharesareatthetimecoveredby suchright.

12. CompanysRepurchaseRight. -

(a) Grantof RepurchaseRight. TheCompanyis herebygrantedtheright (the
RepurchaseRight), exercisableatany time(i) during thesixty (60) day periodfollowing the
TerminationDate,(ii) duringthesixty (60) day periodfollowing an exerciseof theOption that
occursaftertheTerminationDate,or(iii) during thesixty (60) day periodimmediatelyprior to a

Corporate Transaction,or themergeroftheCompanyinto or with acorporationthat is amember
of acontrolledgroup(withinthemeaningof Section267(0of theCode)ofwhichthe
Companyis amember,to repurchaseall or(atthediscretionoftheCompanyandwith the
consent of the Optionee) any portionoftheShares. -

(b) ExerciseoftheRenurchaseRight. TheRepurchaseRightshallbe
exercisableby writtennoticedeliveredto eachHolderofthe Sharesprior to theexpirationofthe
applicablesixty (60)day periodspecifiedabove. Thenotice shall indicatethenumberofShares
to be repurchasedandthe dateon whichtherepurchaseis to beeffected,suchdateto benot more
thanthirty (30)daysafterthedateofnotice. Onthedateon whichtherepurchaseis to be
effected,the Companyand/orits assignsshallpay to theHolderin cashor cashequivalents

- (including thecancellationofanypurchase-moneyindebtedness)ari amountequalto theFair
MarketValueon theTerminationDate,if any, andif none,on thedateimmediatelyprior to the
day on whichtherepurchaseis to be effected,oftheShareswhichareto be repurchasedfromthe
Holder. Uponsuchpaymentor into escrowfor thebenefitof theHolder, theCompanyand/orits
assignsshallbecomethelegal andbeneficial ownerof theSharesbeingrepurchasedandall
rightsandinterestthereonorrelatedthereto,andtheCompanyshallhavetheright to transferto
its ownnameor its assignsthenumberof Sharesbeingrepurchased,without furtheractionby the
Holder.

(c) Assignment.WhenevertheCompanyshallhavetheright to purchase
Sharesunderthis RepurchaseRight, theCompanymaydesignateandassignoneormore
employees,officers,directorsor shareholdersoftheCompanyor otherpersonsor organizations,
to exerciseall orapartof theCompanysRepurchaseRight.

sf-286685 7



(d) - Terminationofthe RepurchaseRight. TheRepurchaseRight shall
terminate with respect to anySharesfor which it is not timely exercised.In addition,the
RepurchaseRightshall terminate,andceaseto beexercisable,with respectto all Sharesuponthe
RegistrationDate.

(e) Additional Sharesor SubstitutedSecurities.In theeventof anystock
split, stockdividend, recapitalization,combinationof shares,exchangeofsharesorotherchange
affectingtheoutstandingCommonStockasaclasseffectedwithouttheCompanysreceiptof
consideration,anynew,substitutedoradditionalsecuritiesorotherproperty(includingmoney
paidotherthanasaregularcashdividend)which is by reasonof any suchtransactiondistributed
with respectto the Sharesshallbe immediatelysubjectto theRepurchaseRight, but only to the
extenttheSharesareatthetime coveredby suchright. Appropriateadjustmentsto reflectthe
distribution of such securities or property shall be madeto the price per share to be paid upon the
exerciseoftheRepurchaseRight in orderto reflect theeffectof anysuchtransactionuponthe
Companys capital structure.

(0 CornorateTransaction.Immediatelyprior to theconsummationof a
CorporateTransaction,the RepurchaseRightshallautomaticallylapsein its entirety,exceptto
theextenttheRepurchaseRightis to beassignedto the successorcorporation(or its parent
company)in connectionwith suchCorporateTransaction,theright shallapply té thenewcapital
stockorotherproperty(includingcashpaidotherthanasaregularcashdividend)receivedin
exchange for the Shares in consummationofthe CorporateTransaction,but only to theextentthe
Sharesareat thetime coveredby suchright. Appropriateadjustmentsshallbemadeto theprice
per sharepayableuponexerciseof theRepurchaseRightto reflect theeffectoftheCorporate
Transactionuponthe Companyscapitalstructure.

13. Ston-TransferNotices. In orderto ensurecompliancewith therestrictionson
transferreferredto in the legendsplaceduponcertificatesevidencingownershipoftheShares,
theCompanymayissueappropriatestoptransferinstructionsto its transferagent,if any, and,
if the Companytransfersits own securities,it maymakeappropriatenotationsto thesameeffect
in its own records.

14. Refusalto Transfer. TheCompanyshallnotbe required(i) to transferon its
booksanySharesthat havebeensoldor otherwisetransferredin violation of any ofthe

provisionsofthis OptionAgreementor(ii) to treatasownerofsuchSharesorto accordtheright
to voteorpaydividendsto anypurchaseror othertransfereeto whom suchSharesshallhave
beensotransferred. -

15. Tax Consequences.Setforth belowis abrief summaryasofthe dateofthis
OptionAgreementof someofthe federalandCaliforniatax consequencesofexerciseofthis
OptionanddispositionoftheShares.THIS SUMMARY IS NECESSARTLYINCOMPLETE,
AND THE TAX LAWS AND REGULATIONSARE SUBJECTTO CHANGE. OPTIONEE
SHOULD CONSULTA TAX ADVISERBEFOREEXERCISINGTHIS OPTION OR
DISPOSINGOF THE SHARES.
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(a) - ExerciseofIncentiveStockOption. If this Optionqualifiesasan
IncentiveStockOption,therewill be no regularfederalincometax liability or California income
tax liability uponthe exerciseoftheOption,althoughthe excess,if any,oftheFair MarketValue
oftheShareson thedateof exerciseovertheExercisePricewill be treatedasanadjustmentto
thealternativeminimumtax for federaltax purposesandmaysubjecttheOptioneeto the
alternativeminimumtax in theyearofexercise.

(b) ExerciseofIncentiveStockOptionFollowing Disability. If the
OptioneesContinuousStatusasan Employee,DirectororConsultantterminatesasaresultof
disability thatis not totalandpermanentdisability asdefinedin Section22(e)(3)oftheCode,to
theextentpermittedon thedateoftermination,theOptioneemustexercisean IncentiveStock
Optionwithin three(3) monthsof suchterminationfor theIncentiveStockOptionto bequalified
asan IncentiveStockOption.

(c) ExerciseofNon-QualifiedStockOption. Theremaybea regularfederal
incometax liability andCalifornia incometaxliability uponthe exerciseof aNon-Qualified
StockOption. TheOptioneewill betreatedashavingreceivedcompensationincome(taxableat

ordinaryincometax rates)equalto theexcess,if any,oftheFairMarketValue oftheShareson
thedateofexerciseovertheExercisePrice. If Optioneeis anEmployeeor a formerEmployee,
theCompanywill be requiredto withhold from Optioneescompensationorcollectfrom
Optioneeandpay to theapplicabletaxing authoritiesanamount in cashequalto a percentageof
this compensation income atthetime of exercise,andmayrefuseto honortheexerciseand
refuseto deliverSharesif suchwithholdingamountsarenotdeliveredat thetime ofexercise.

(d) Dispositionof Shares.In thecaseofaNon-QualifiedStockOption, if
Sharesareheldfor at leastoneyear,anygainrealizedondispositionof theShareswill betreated
aslong-termcapitalgainfor federalandCalifornia incometax purposes.In thecaseofan
IncentiveStockOption, if Sharestransferredpursuantto theOptionareheldfor at leastoneyear
afterreceiptofthe Sharesandaredisposedof atleasttwo yearsafterthe Dateof Grant,anygain
realizedon dispositionof theSharesalsowill betreatedaslong-termcapitalgainfor federaland
Californiaincometax purposes.If Sharespurchasedunderan IncentiveStock Optionare

- disposedofwithin suchone-yearortwo-yearperiods,any gainrealizedon suchdispositionwill
betreatedascompensationincome(taxableat ordinaryincomerates)to theextentofthe
differencebetweentheExercisePriceandthelesserof(i) theFair MarketValue ofthe Shareson
thedateofexercise,or(ii) the salepriceoftheShares.

16. Lock-Un Agreement.

(a) Agreement.Optionee,if requestedby theCompanyandthe lead
underwriterof any public offeringoftheCommonStockorothersecuritiesofthe Company(the
LeadUnderwriter),herebyirrevocablyagreesnot to sell, contractto sell, grantanyoptionto
purchase,transfertheeconomicrisk ofownershipin, makeanyshortsaleof, pledgeor otherwise
transferor disposeofanyinterestin anyCommonStockor any securitiesconvertibleinto or
exchangeableor exercisablefor or any otherrights to purchaseoracquireCommonStock
(exceptCommonStockincludedin suchpublic offering oracquiredon thepublic marketafter
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suchoffering) duringthe 180-dayperiodfollowing theeffectivedateofaregistrationstatement
oftheCompanyfiled undertheSecuritiesAct of 1933,asamended,or suchshorterperiodof
timeastheLeadUnderwritershallspeci~.Optioneefurtheragreesto sign suchdocumentsas
mayberequestedby theLeadUnderwriterto effect theforegoingandagreesthattheCompany
mayimposestop-transferinstructionswith respectto suchCommonStocksubjectuntil the end
ofsuchperiod; TheCompanyandOptioneeacknowledgethat eachLeadUnderwriterofapublic
offering oftheCompanysstock,duringtheperiodof suchoffering and for the 180-dayperiod
thereafter,is anintendedbeneficiaryof this Section16.

(b) PermittedTransfers.Notwithstandingtheforegoing,Section16(a) shall
not prohibitOptioneefrom transferringany sharesof CommonStockorsecuritiesconvertible
intoor exchangeableorexercisablefor theCompanysCommonStockto theextentsuchtransfer
is nototherwiseprohibitedby this Agreement,eitherduring Optioneeslifetime or on deathby
will or intestacyto Optioneesin~niediatefamily or to atrust thebeneficiariesofwhich are
exclusivelyOptioneeand/oramemberormembersof Optioneesimmediatefamily; provided,
however,thatpriorto any suchtransfer,eachtransfereeshall executean agreementpursuantto
which eachtransfereeshallagreeto receiveandhold suchsecuritiessubjectto theprovisionsof
Section16 hereof. For thepurposesofthis subsection,thetermimmediatefamily shallmean
spouse,lineal descendant,father,mother,brotheror sisterof thetransferor.

(c) No Amendment Without Consent of Underwriter. During the period from
identificationasaLeadUnderwriterin connectionwith any public offering ofthe Companys
CommonStockuntil theearlierof(i) theexpirationofthe lock-upperiodspecifiedin
Section16(a) in connectionwith suchoffering or(ii) theabandonmentofsuchoffering by the
CompanyandtheLeadUnderwriter,theprovisionsofthis Section16 maynot be amendedor
waivedexceptwith the consentof theLeadUnderwriter.

17. EntireAgreement:GoverningLaw. ThePlanandthis OptionAgreement
constitutetheentireagreementof thepartieswith respectto thesubjectmatterhereofand
supersedein theirentiretyall prior undertakingsandagreementsofthe Companyandthe
Optioneewith respectto thesubjectmatterhereof,andmaynotbe modifiedadverselyto the

- Optioneesinterestexceptby meansof awriting signedby theCompanyandOptionee. This
agreementis governedby California law exceptfor thatbody oflaw pertainingto conflict of
laws.

18. Headings.Thecaptionsusedin this Agreementareinsertedfor convenienceand
shall notbedeemedapartof thisAgreementforconstructionorinterpretation.
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19. Internretation.Any disputeregardingtheinterpretationofthis OptionAgreement
shallbesubmittedby the Optioneeorby theCompanyforthwith to theBoardor the
AdministratorthatadministersthePlan,which shallreviewsuchdisputeat its nextregular
meeting. Theresolutionofsuchdisputeby theBoardortheAdministratorshallbe final and
bindingon all persons.

- - Sanrio,Inc.,
a Californiacorporation -

By: -

Its: ______________________________________________

OPTIONEEACKNOWLEDGESAND AGREESTHAT THE VESTING OF SHARES
PURSUANT TQ THE OPTIONHEREOFIS EARNEDONLY BY CONTINUING
CONSULTANCY OR EMPLOYMENT AT THE WILL OF THE COMPANY (NOT
THROUGHTHE ACT OF BEINGHIRED, BEING GRANTED THIS OPTIONOR
ACQUIRING SHARESHEREUNDER). OPTIONEEFURTHERACKNOWLEDGESAND
AGREESTHAT NOTHING IN THIS AGREEMENT,NOR IN THE COMPANYS 1997
STOCKOPTIONPLAN, SHALL CONFERUPONOPTIONEEANY RIGHT WITH
RESPECTTO CONTINUATION OF EMPLOYMENT OR CONSULTANCYBY THE
COMPANY, NOR SHALL IT INTERFEREIN ANY WAY WITH OPTIONEESRIGHT OR
THE COMPANYSRIGHTTO TERMINATE OPTIONEESEMPLOYMENT OR
CONSULTANCY AT ANY TIME, WITH OR WITHOUT CAUSE.

OptioneeacknowledgesreceiptofacopyofthePlanand representsthathe is familiar
with thetermsandprovisionsthereof,andherebyacceptsthis OptionAgreementsubjectto all of
thetermsandprovisionsthereof. OptioneehasreviewedthePlanandthis OptionAgreementin
theirentirety,hashadanopportunityto obtaintheadviceofcounselprior to executingthis
OptionAgreementandfully understandsall provisionsoftheOption Agreement.Optionee
herebyagreesto acceptasbinding,conclusiveandfinal all decisionsor interpretationsofthe

- BoardorAdministratoruponany questionsarisingunderthePlan or this OptionAgreement.
Optioneefurtheragreesto notify theCompanyuponany changein theresidenceaddress
indicatedbelow.

Dated:_______________________ Signed:___________________________________
Optionee -

ResidenceAddress:
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- EXIIIBITA

SANRIO, INC. STOCKOPTIONPLAN

EXERCISENOTICE

Sanrio, Inc.
570EcclesAvenue
SouthSanFrancisco,CA 94080
Attention: Secretary

1. ExerciseofOption. Effectiveasoftoday,_______________ _________________

__________________ theundersigned(Optionee)herebyelectsto exerciseOptionees optionto
purchase____________ sharesoftheCommonStock(theShares)of Sanrio,Inc. (the
Company)underandpursuantto theCompanys1997StockOptionPlan(thePlan) andthe

Incentive [ ] Non-QualifiedStockOptionAgreementdated_______________, ________ (the
Option Agreement).

2. RenresentationsofOntionee. Optionceacknowledgesthat Optioneehasreceived,
readandunderstoodthePlanandtheOptionAgreementandagreesto abideby andbe boundby
theirtermsandconditions.

3. RightsasShareholder.Until thestockcertificateevidencingsuchSharesis issued
(asevidencedby theappropriateentryon the booksof theCompanyor ofaduly authorized
transferagentof theCompany),no right to voteorreceivedividendsor any otherrightsasa
shareholdershallexistwith respectto theOptionedStock,notwithstandingtheexerciseof the
Option. TheCompanyshall issue(orcauseto be issued)suchstockcertificatepromptly afterthe
Optionis exercised.Noadjustmentwill bemadefor adividendorotherright for whichthe
recorddateis prior to thedatethe stockcertificateis issued,exceptasprovidedin Section11(a)
ofthe Plan.

Optionee shallenjoyrights asashareholderuntil suchtime asOptioneedisposes
ofthe Sharesor theCompanyand/orits assignee(s)exercisestheRightofFirst Refusalorthe
RepurchaseRight. Uponsuchexercise,Optioneeshallhaveno furtherrights asaholderofthe
Sharessopurchasedexceptthe right to receivepaymentforthe Sharessopurchasedin
accordancewith theprovisionsOf this Agreement,andOptioneeshall forthwith causethe
certificate(s)evidencingthe Sharessopurchasedto besurrenderedto the Companyfortransfer
orcancellation. . -

4. DeliveryofPayment. Optioneeherewithdeliversto theCompanythe full
ExercisePricefor theShares. -

5. TaxConsultation.Optioneeunderstandsthat Optioneemaysufferadversetax
consequencesasaresultofOptioneespurchaseordispositionoftheShares.Optionee
representsthat Optioneehasconsultedwith any tax consultantsOptioneedeemsadvisablein
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connectionwith thepurchaseordispositionofthe Sharesandthat Optioneeis not relyingon the
Companyforany tax advice. -

6. Taxes. Optioneeagreesto satisfyall applicablefederal,stateandlocal income
andemploymenttax withholdingobligationsandherewithdeliversto the Companythefull

- amountof suchobligationsorhasmadearrangementsacceptableto theCompanyto satisfy such
obligations. In thecaseofan IncentiveStockOption, Optioneealsoagrees,aspartial
considerationfor thedesignationoftheOptionasanIncentiveStockOption, to notify the
Companyin writing within thirty (30)daysofany dispositionofanysharesacquiredby exercise
of theOptionif suchdispositionoccurswithin two (2) yearsfrom theGrantDateor within
one(1) yearfroth thedatetheSharesweretransferredto Optionee. If theCompanyis requiredto
satisfyany federal,stateor local incomeor employmenttax withholding obligationsasa result
of suchan earlydisposition,Optioneeagreesto satisfytheamountof suchwithholding in a
mannerthattheAdministratorprescribes.

7. RestrictiveLegends.OptioneeunderstandsandagreesthattheCompanyshall
causethelegendsset forthbelowor legendssubstantiallyequivalentthereto,to beplacedupon
any certificate(s)evidencingownershipof theSharestogetherwith anyotherlegendsthat maybe
requiredby theCompanyor by state-orfederalsecuritieslaws:

THE SECURITIESREPRESENTEDHEREBYHAVE NOT
BEEN REGISTEREDUNDER THE SECURITIESACT OF 1933
(THE ACT) AND MAY NOTBE OFFERED,SOLD OR
OTHERWISETRANSFERRED,PLEDGEDOR
HYPOTHECATEDUNLESSAND UNTIL REGISTERED
UNDERTHE ACT OR, IN THE OPINION OF COUNSEL
SATISFACTORYTOTHEISSUER OF THESESECURITIES,
SUCH OFFER,SALE OR TRANSFER,PLEDGEOR
HYPOTHECATIONIS IN COMPLIANCE THEREWITH.

THE SHARESREPRESENTEDBY THIS CERTIFICATEARE
SUBJECT TO CERTAINRESTRICTIONSON TRANSFER,A

RIGHTOF FIRSTREFUSALAND A REPURCHASERIGHT
HELD BY THE ISSUERORITS ASSIGNEE(S)AS SET FORTH
IN THE OPTIONAGREEMENTBETWEENTHE ISSUERAND
THE ORIGINAL HOLDER OF THESESHARES,A COPY OF
WHICH MAY BE OBTAINED AT THE PRINCIPAL OFFICE
OF THE ISSUERSUCH TRANSFERRESTRICTIONS,RIGHT
OF FIRSTREFUSALAND REPURCHASERIGHT ARE
BINDING ON TRANSFEREESOF THESESHARES.

8. SuccessorsandAssigns.TheCompanymayassignanyof its rightsunderthis
ExerciseNoticeto singleormultiple assignees,andthis Agreementshall inureto thebenefitof
thesuccessorsandassignsoftheCompany. Subjectto therestrictionson transferhereinset
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forth, this ExerciseNoticeshallbe bindinguponOptionecandhis orher heirs,executors,
administrators,successorsandassigns.

9. Headings. Thecaptionsusedin this Agreementareinsertedfor convenienceand
shallnotbedeemedapartofthisAgreementfor constructionor interpretation.

10. Internretation.Any disputeregardingtheinterpretationofthis ExerciseNotice
shallbe submittedby Optioneeorbythe Companyforthwith to theCompanysBoardof
Directorsor theAdministratorthat administersthePlan,which shall reviewsuchdisputeat its
nextregularmeeting.Theresolutionof suchadisputeby theBoardor Administratorshallbe
final andbindingon all persons.

11. GoverningLaw: Severability. ThisAgreementshallbegovernedby and
construedin accordancewith the lawsof theStateof Californiaexcludingthatbody oflaw
pertainingto conflictsoflaw. Shouldany provisionof thisAgreementbe determinedby acourt
of law to be illegal or unenforceable,theotherprovisionsshallneverthelessremaineffectiveand
shallremainenforceable.

12. Notices. Any noticerequiredorpermittedhereundershallbe given in writing and
shallbe deemedeffectively givenuponpersonaldeliveryorupondepositin the UnitedStates
mail by certifiedmail, with postageandfeesprepaid,addressedto theotherpartyat its address
asshownbelowbeneathits signature,or to suchotheraddressassuchpartymaydesignatein
writing from timeto time to theotherparty.

13. FurtherInstruments.Thepartiesagreeto executesuchfurther instrumentsandto
takesuchfurtheraction asmaybe reasonablynecessaryto carryout thepurposesandintentof
this agreement. -

14. EntireAgreement.ThePlanandtheOption Agreementareincorporatedherein
by reference.This ExerciseNotice,thePlan,theOption AgreementandtheInvestment
RepresentationStatementconstitutetheentireagreementOf thepartieswith respectto thesubject
matterhereofandsupersedein theirentiretyall prior undertakingsandagreementsofthe

- Companyand Optioneewith respectto thesubjectmatterhereof,andmaynotbemodified
adverselyto theOptioneesinterestexceptby meansofawriting signedby theCompanyand
Optionee.
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Submittedby: - Acceptedby:

OPTIONEE: SANRIO,INC. - -

By: ______________________________

- It~____________________________

(Signature)

Address: Address:

________________________________ 570EcclesAvenue

______________________________ South SanFrancisco,CA 94080
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- - EXHIBIT B

SANRIO, INC. 1997STOCKOPTIONPLAN

INVESTMENT REPRESENTATIONSTATEMENT

OPTIONEE : -

COMPANY : SANRIO, INC.

SECURITY : COMMON STOCK

AMOUNT _______________________

DATE : ______________________

In connectionwith thepurchaseoftheabove-listedSecurities,theundersignedOptionee
representsto theCompanythefollowing:

(a) Optioneeis awareofthe Companysbusinessaffairsandfinancial
conditionandhasacquiredsufficient informationaboutthe Companyto reachaninformedand
knowledgeabledecisionto acquiretheSecurities. Optioneeis acquiringtheseSecuritiesfor
investmentfor Optioneesown accountonly andnot with aviewto, or forresalein connection
with, anydistribution thereofwithin themeaningoftheSecuritiesAct of 1933,asamended
(theSecuritiesAct).

- (b) Optioneeacknowledgesandunderstandsthat theSecuritiesconstitute
restrictedsecuritiesundertheSecuritiesAct andhavenot beenregisteredunderthe Securities
Act in relianceupona specificexemptiontherefrom,which exemptiondependsuponamong
otherthings,thebonafide natureof Optioneesinvestmentintentasexpressedherein. In this
connection,Optioneeunderstandsthat, in theview ofthe SecuritiesandExchangeCommission,

- thestatutorybasisfor suchexemptionmaybeunavailableif Optionees representationwas
predicatedsolelyuponapresentintentionto holdtheseSecuritiesfor theminimumcapitalgains
periodspecifiedundertax statutes,for adeferredsale,for oruntil an increaseordecreasein the
marketpriceofthe Securities,or for aperiodof oneyearor any otherfixed periodin thefuture.
Optioneefurtherunderstandsthatthe Securitiesmustbeheld indefinitelyunlesstheyare -

subsequentlyregisteredundertheSecuritiesAct oranexemptionfrom suchregistrationis
available. OptioneefurtheracknowledgesandunderstandsthattheCompanyis underno
obligationto registerthe Securities.Optioneeunderstandsthatthe certificateevidencingthe
Securitieswill be imprintedwith alegendwhich prohibitsthetransferofthe Securitiesunless
theyareregisteredorsuchregistrationis notrequiredin the opinionofcounselsatisfactoryto the
Company.

(c) Optioneeis familiar with the provisionsofRule701 andRule 144, each
promulgatedundertheSecuritiesAct, which, in substance,permit limited public resaleof
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restrictedsecuritiesacquired,directlyor indirectly from theissuerthereof,in anon-public
offering subjectto thesatisfactionofcertainconditions. Rule 701 providesthat if the issuer

qualifiesunderRule701 atthetime ofthegrantoftheOptionto theOptionee,theexercisewill
beexemptfrom registrationundertheSecuritiesAct. In theeventtheCompanybecomessubject
to thereportingrequirementsof Section13 or 15(d)ofthe SecuritiesExchangeAct of 1934,
ninety (90)daysthereafter(or suchlongerperiodasany marketstand-offagreementmay
require)theSecuritiesexemptunderRule701 mayberesold,subjectto thesatisfactionofcertain
ofthe conditionsspecifiedby Rule 144, including: (1) theresalebeingmadethroughabrokerin
anunsolicitedbrokerstransactionor in transactionsdirectly with amarketmaker(assaidterm
is definedundertheSecuritiesExchangeAct of 1934);and,in thecaseofan affiliate, (2) the
availabilityofcertainpublic informationabouttheCompany,(3) theamountof Securitiesbeing
sold duringany threemonthperiodnotexceedingthelimitationsspecifiedin Rule 144(e),and
(4) thetimely filing of aForm 144, if applicable.

In theeventthat theCompanydoesnotqualify underRule 701 atthetime ofgrantofthe
Option, thentheSecuritiesmaybe resoldin certainlimited circumstancessubjectto the
provisionsofRule 144, whichrequirestheresaleto occurnot lessthantwo yearsafterthe later
ofthedatetheSecuritieswere soldby theCompanyor thedatethe Securitiesweresoldby an
affiliate oftheCompany,within the meaningof Rule 144; and,in thecaseof acquisitionof the
Securitiesby anaffiliate, or by anon-affiliatewho subsequentlyholds the Securitieslessthan
threeyears,thesatisfactionof theconditionsset forth in sections(1), (2), (3) and(4) ofthe
paragraphimmediatelyabove. -

(d) Optioneeherebyagreesthat if so requestedby theCompanyor any
representativeof theunderwritersin connectionwith any registrationoftheofferingofany -

securitiesoftheCompanyunderthe SecuritiesAct, Optioneeshallnot sellorotherwisetransfer
anySharesor othersecuritiesoftheCompanyduringthe 180-dayperiodfollowing theeffective
dateof aregistrationstatementoftheCompanyfiled undertheSecuritiesAct; provided,
however,thatsuchrestrictionshall only applyto publicofferingswhich includesecuritiesto be
sold on behalfoftheCompanyto thepublic in anunderwrittenpublic offering underthe
SecuritiesAct. TheCompanymayimposestop-transferinstructionswith respectto securities

- - subjectto theforegoingrestrictionsuntil theendofsuch180-dayperiod.

(e) Optioneefurtherunderstandsthatin theeventall oftheapplicable
requirementsof Rule701 or 144 arenot satisfied,registrationundertheSecuritiesAct,
compliancewith RegulationA, orsomeotherregistrationexemptionwill berequired;andthat,
notwithstandingthefact thatRules 144 and701 arenotexclusive,theStaffofthe Securitiesand
ExchangeCommissionhasexpressedits opinionthatpersonsproposingto sellprivateplacement
securitiesotherthanin aregisteredofferingand otherwisethanpursuantto Rules144 or701 will
havea substantialburdenofproofin establishingthat anexemptionfrom registrationis available
for suchoffersor sales,andthatsuchpersonsandtheirrespectivebrokerswho participatein such
transactionsdo soat theirownrisk. Optioneeunderstandsthatno assurancescanbegiventhat
any suchotherregistrationexemptionwill be availablein suchevent.
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(f) - OptioneeunderstandsthatthecertificateevidencingtheSecuritieswill be
imprintedwith a legendwhich prohibitsthetransferofthe Securitieswithoutthe consentofthe
Commissioner of Corporations of California. OptioneehasreadtheapplicableCommissioners
Rules with respect to such restriction, a copy of which is attached.

SignatureofOptionee:

Date: _________________ _____
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