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Notice of Deter mination of the Amount of Retained Earningsto be Distributed

It is hereby notified that MegaChips Corporation (the "Company"), a the meeting of its
Board of Directors held on May 14, 2007, determined the amount of retained earnings to be
distributed, as described below:

Description
1. Policy on the distribution of retained earnings:

The Company has recognized the distribution of profits to its shareholders as an
important issue of management and paid dividends while taking into consideration increasing
internal reserves necessary to strengthen its financial base and expand business. In addition,
the Company, at its Ordinary General Meeting of Shareholders held in June 2006, amended its
Articles of Incorporation to allow itself to determine the distribution of retained earnings by
resolution of the Board of Directors.

The Company considers it necessary to clearly present its policy on the distribution of
retained earnings to the shareholders in the future. However, the Company now intends to
distribute retained earnings in an expeditious and appropriate manner in accordance with the
following policy.

In the first place, based on its operating results on a consolidated basis for each fisca
year and by taking into consideration the implementation of its business strategy thereafter and
the maintenance of the sound and healthy financia base, the Company distributes retained
earnings equivalent to about 30% of net income on a consolidated basis within an amount
distributable under law.

Meanwhile, interna reserves will be invested in the development of products expected
to grow and expand in the future and human resources and otherwise in areas of growth
potential and high profitability, and will aso be utilized to invest in the expansion, greater



efficiency and activation of business.

With regard to the purchase of its own shares on the stock market, the Company
recognizes it as an effective means to distribute profits to the shareholders. Hence, the
Company will use such means expeditioudly by taking into consideration movements of its
stock prices on the market, its financial status and other factors.

2. Determination of the amount of retained earnings to be distributed:

In accordance with the policy on the distribution of retained earnings mentioned above,
the Company, at the meeting of its Board of Directors held today, determined to pay an
ordinary dividend of ¥18 per share. As a result, the aggregate dividends will amount to
¥445,983,426.

3. Effective date for the distribution of retained earnings:
The distribution of retained earnings will become effective as of June 4, 2007.
Each form relating to the receipt of dividends will be sent together with the "Notice of

the Ordinary General Meeting of Shareholders' scheduled to be dispatched on June 1, 2007.

-END -



