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Disclaimer Regarding Forward-Looking Statements

Statements herein concerning plans and strategies, expectations or projections about the future, SUBARU’s
efforts with regard to various management issues, and other statements, except for historical facts, are forward-
looking statements. These forward-looking statements are subject to uncertainties that could cause actual results
to differ materially from those anticipated. These uncertainties include, but are not limited to, general economic
conditions, demand for and prices of SUBARU's products, SUBARU's ability to continue to develop and market
advanced products, raw material prices, and currency exchange rates. SUBARU disclaims any obligation to

Business Overview

Directors, Auditors, and
Executive Officers

Corporate Governance
The SUBARU Group's CSR

Consolidated Ten-Year
Financial Summary

Five-Year Unit Sales
Financial Review

Corporate Information

update any forward-looking statements, whether as a result of new information, future events, or otherwise.
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Corporate Philosophy

1. We strive to create advanced technology on an ongoing
basis and provide consumers with distinctive products
with the highest level of quality and customer satisfaction.

2. We aim to continuously promote harmony between
people, society, and the environment while contributing
to the prosperity of society.

3. We look to the future with a global perspective and
aim to foster a vibrant, progressive company.

Corporate Code of Conduct

SUBARU CORPORATION sets down the Corporate Code of Conduct to
comply with laws and regulations and to fulfill its social responsibilities
based on its corporate philosophy. We will continue to strive to become
a company loved by all and contribute to making society more affluent
by respecting individuals and the Corporate Code of Conduct and
acting on the same sense of values.

1. We develop and provide creative products and services while
paying sufficient attention to the environment and safety.

2. We respect the rights and characteristics of individuals.

3. We promote harmony with society and contribute to
the prosperity of society.

4. \We meet social norms and act honestly and fairly.

5. We maintain global perspective and aim to be in harmony with
international society.

Management Philosophy

Aiming to be a compelling company with a strong market
presence built upon its customer-first principle.
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SUBARU Business Style

Vision for 2025

From a company making things,
to a company making people smile.

SUBARU, by no means a large automaker, is implementing a business model centered
on selection and concentration of limited management resources, creating added value,
and pursuing uncompromising differentiation.

Under the STEP mid-term management vision, we will swiftly, steadily, and powerfully,
move forward and solidify our foundation for the sustained growth of both the
automotive and aerospace businesses.
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Strengthening of the
management foundation

We will strengthen the management foundation by
pursuing qualitative improvement in every aspect
of the company, including products, services,
culture, human resources, organizations, finance,
and operations.

Focus business strategy to
enhance strengths

Rather than pursue an omnidirectional business
strategy, we have chosen to optimally focus our
limited management resources on categories and
markets in which we can leverage our strengths. In
business development, our product focus is mainly
on SUVs and sports models, and our market focus is
on the United States and other developed countries
in mature stages of motorization.

Achieve an industry-leading
profit margin

While continuously making strategic investments
for future sustained growth, we will pursue a
management approach that emphasizes a high
operating margin, focusing on differentiation and
value-added strategies. On that basis, we will aim
for steady volume growth.
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History

History of the SUBARU Group

SUBARU, which can trace some of its roots to Aircraft Research Laboratory,

has continuously nurtured highly creative technologies and increased corporate value
by pursuing business alliances to respond to major changes in the times.

Here we outline the history of the SUBARU Group to date.

Establishment of Aircraft Research Laboratory

Change of company name from
Nakajima Aircraft to Fuji Sangyo

1946 Production of the
first Rabbit Scooter

Establishment of Fuji Heavy Industries Ltd.
Start of aircraft production and automobile development

Opening of the Gunma Main Plant

m Listing of shares on the Tokyo Stock Exchange

Signing of a business alliance agreement with
Isuzu Motors Ltd.

SUBARU Models
through the Years

v
v

SUBARU 1000
four-door sedan released

SUBARU 360 released

R-2 released

SUBARU
Sambar truck released

Leone coupe released
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Establishment of Subaru of America, Inc. (SOA)

A2 Dissolution of the business alliance with Isuzu Motors Ltd.

Signing of a business alliance agreement with
Nissan Motor Co., Ltd.

1968

Start of exports of Robin engines for
snowmobiles to Polaris (USA)

1968

LT Start of operation of the Yajima Plant

Release of the Leone 4WD Estate Van,
the world’s first mass-production 4WD passenger vehicle

Conclusion of a 767 business agreement with Boeing

Start of full-scale operation of the Oizumi Plant

Release of the Justy model equipped with the world’s
first electro-continuously variable transmission (ECVT)

Establishment of Subaru-Isuzu Automotive, Inc. (SIA)
in the U.S. in a joint venture with Isuzu Motors Ltd.

Rex released Justy released

o
Sl Dl

Alcyone released

Brat released

Domingo released

Legacy series released



Origin of the SUBARU Name and Logo

SUBARU

=y
el
o
O

Establishment of Subaru Canada, Inc. (SCI)

1989

Completion of Subaru Research & Testing Center (SKC)

Subaru of America (SOA) made a wholly owned subsidiary

1991

Participation in the Boeing 777 program

1993

Start of operation of the Handa Plant

Capital and business alliance with
General Motors Corporation (GM) (USA)

1999

Business alliance with Suzuki Motor Corporation

Dissolution of the business alliance with
Nissan Motor Co., Ltd.

2002

Dissolution of the SIA joint venture with Isuzu Motors Ltd.
and formal signing of a contract production agreement

2003

The Legacy wins the 2003-2004
Car of the Year Japan award

2003

Subaru of Indiana Automotive, Inc. (SIA)
made a wholly owned subsidiary

Participation in the Boeing 787 program
Delivery of main wings for next-generation transport
aircraft and next-generation fixed-wing patrol aircraft

1992

Vivio released Pleo released

Impreza series released Outback released

P

Forester released B9 Tribeca released

"SUBARU" is Japanese for the Pleiades star cluster in the
constellation Taurus. These stars are also known as “six-
star group.” The name reflects the fact that Fuji Heavy
Industries was formed from capital contributions from
five companies that sprang from Nakajima Aircraft.

Dissolution of the alliance with GM, agreement to enter
into a business alliance with Toyota Motor Corporation

Start of production of Toyota cars (Camry) at SIA

Start of knockdown production of the
SUBARU XV in Malaysia

Termination of production of mini-vehicles and
shift to marketing on an OEM basis

Signing of an agreement to participate in a project to
develop and mass produce the Boeing 777X

Termination of contract production of the
Toyota Camry at SIA

Transfer of production of Impreza vehicles for
North America to SIA

All-new Impreza Sport/GR wins the 2016-2017
Car of the Year Japan award

PIAWAl Change of company name to SUBARU CORPORATION

Termination of production and sales of

2017
° SUBARU general-purpose engines and generators

POREIN Introduction of the SUBARU BELL 412EPX helicopter

Exiga released Levorg released

SUBARU BRZ released WRX released

- — N

SUBARU XV released Ascent released
(Exclusively for North America)
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om the CEO

We must restore trust in quality,
the cornerstone of the SUBARU brand,
and rebuild a foundation for
sustained growth.

Representative Director of the Board,
President and CEO

Tomomi Nakamura
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A Look Back at My First Year as President

During the fiscal year ended (FYE) March 2019, my first year as Representative Director, President and CEQO,
we swiftly moved ahead with various reforms under STEP, our new mid-term management vision, aimed at
making SUBARU a company that is trusted by, and resonates with, customers. It was a very difficult year in
terms of financial performance because of having to operate some domestic production lines at reduced
speed as part of placing the highest priority on stable, high-quality production and inspections, as well as
dealing with the occurrence of new quality problems. Nevertheless, there are positive signs that the
corporate culture reforms, which we have made our top priority, have led to changes in our workplaces and
to the mindsets of employees. FYE March 2019 was also a year in which latent issues at SUBARU came to
light, which enabled us to confirm that we are moving in the right direction with corporate culture reforms,
quality reforms, and the Make-a-Subaru project, the initiatives we have made the centerpiece of STEP. We
will now proceed with rebuilding the foundation on which to achieve sustained growth for SUBARU by
further accelerating these activities.

SUBARU is a brand that has been and is nurtured by customers. Why have customers chosen SUBARU?
Why is the SUBARU brand loved? The basis for this affinity is trust in the SUBARU brand, and | believe that
the source of that trust can be found in functional characteristics, such as drivability and safety, and high
quality that includes vehicle durability. Nevertheless, recently the quality that is the cornerstone of the
brand has slipped, and | consider it my mission to implement fundamental reforms to right the situation.
I intend to heed the voice of customers, fully meet their expectations, and respond to their sentiments and
will strive to enable SUBARU to regain the trust of our customers, shareholders, and other stakeholders as
quickly as possible.

The Business Environment

Today’'s mobility society is in a once-in-a-century period of transformation, and to respond to this change,
SUBARU is investing and pursuing development in the new technology fields known as CASE*. Nevertheless,
as a relatively small player in the automotive industry, SUBARU cannot develop everything on its own. For
SUBARU to compete into the future by enhancing its strengths and distinctive attributes, we must select
sectors and domains on which to focus in-house development and allocate resources accordingly. In other
fields, we want to efficiently and effectively respond by utilizing business alliances and collaborative
initiatives with other companies. In the area of electrification, we have already introduced a plug-in hybrid in
the U.S. in cooperation with Toyota Motor Corporation. Moreover, in June 2019 we announced that we will
jointly develop with Toyota a platform dedicated to battery electric vehicles (BEVs) for the midsize and large
passenger vehicle category and jointly develop a C-segment-class BEV SUV model for sale under each
company's own brand. In connection with this agreement with Toyota, we will shift its existing BEV
development resources to joint project and pursue greater efficiency in technology, development,
procurement, and other areas. Our approach to automated driving is to focus mainly on advanced driver
assist technologies that substantially alleviate driver burden, rather than on driverless systems, and we are
further evolving the driver assist system EyeSight, which already enjoys widespread popularity. In the area of
connectedness, we have begun development of new technologies and services that utilize connected car
technologies and data, and will accelerate planning and development to meet expanding customer needs.
Although SUBARU is not involved in car sharing at this time because we think that most of our customers
prefer to own their own cars in order to enjoy active car lifestyles, | think that it will become necessary to
consider an approach to car sharing if customer needs for it increase. At the end of June 2019 we announced
a capital and business alliance with MONET Technologies as an initiative to realize and popularize mobility
services. We intend to pursue "Enjoyment and Peace of Mind” appropriate to a new era and want to
collaborate with other automakers to contribute to resolving social issues relating to mobility.

One change in the business environment we are carefully watching is the trend in trade negotiations
between Japan and the U.S., which is a key market that accounts for a high proportion of SUBARU's sales.
Although we have expanded local production in the U.S. in step with increases in unit sales in the market,
even in 2018 about half of the vehicles we sold in the U.S. were exported from Japan, and we also export
from Japan some parts used in locally assembled vehicles. SUBARU's business is expected to be affected
depending on the outcome of trade negotiations, and we are envisioning various scenarios and considering
responses.

* An acronym of the words: Connected, Autonomous, Shared & Services, and Electric

Annual Report 2019

08



Message from the CEO

09

STEP Initiatives

In July 2018, SUBARU announced STEP, a new mid-term management vision, with the aim of making
SUBARU a company that is trusted by, and resonates with, customers through the provision of “Enjoyment
and Peace of Mind.” A variety of initiatives are set forth in STEP, and in FYE March 2019 we focused
particularly on implementing corporate culture reforms and quality reforms. An explanation of these
reforms follows.

. Initiatives overview (9 Boxes + 1)

“Change the Culture” Accelerate efforts to become “a company that does the right thing in the right way.”
Corporate culture reforms Continuous efforts aimed at corporate culture reforms.
Mono-zukuri (Car-making) New mobility domain

1| Enhance corporate quality Quality reforms Fniemes GrEli; at customer Alliance enhancement
contact points

From “A car you can love” to
“A car, a brand, and people
you can love”

3 Sustainable growth based Launch “Make-a-Subaru” - Target 5% share in the U.S. - Initiatives to create new
on focus strategy project Steady growth in each region technologies and businesses

* Please refer to the SUBARU corporate website for details on the STEP STEP: the Mid-term Management Vision
mid-term management vision [wss]

More enjoyment,
more peace of mind

Generate new value through

2 Build a strong brand connected car technologies

= https://www.subaru.co.jp/en/ir/management/plan/

Corporate Culture Reforms

We are implementing corporate culture reforms, the foundation of STEP, with the strong determination to
never again cause problems such as the repeated improprieties in final vehicle inspections (see pages
19-20). | and other senior managers have visited plants and offices throughout the Group to directly
communicate management's firm resolve and engaged in communication with employees by holding
discussion meetings to exchange views. We have also engaged in vigorous, constructive discussions in
Japan with labor unions for the purpose of promoting corporate culture reforms and confirmed that labor
and management will work together to accelerate reform initiatives. Workplace visits have given me many
opportunities to sense a restoration of self-confidence and an increase in motivation among our
employees, and | feel that a change of mindset has steadily progressed over the course of the year.

Of course, corporate culture cannot be changed overnight, and it is important to maintain a sense of
urgency while continuing efforts to change the mindset of employees. To enable all employees to feel that
SUBARU is an open and transparent company where people are free to speak their minds, | think that all

managers, from senior management to frontline managers, must change their own mindset and behavior.
| intend to actively solicit the views of individual employees and carry on with corporate culture reforms
until they become deeply rooted and irreversible.
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Quality Reforms

Quality reforms are the highest priority in STEP. SUBARU aims to be No. 1 in the kind of quality that makes
our products suitable for long-term use with peace of mind, and we will pursue quality improvement in every
business process, from product planning to production, sales, and service.

The number of recalls resulting from product defects occurring during design or manufacturing has
increased recently. SUBARU caused considerable concern and inconvenience to customers because of
numerous recalls, including major ones, in FYE March 2019. These recalls also had a major impact on
financial performance because of the large number of vehicles and considerable expense involved. As |
mentioned earlier, quality is the cornerstone of the SUBARU brand. | am keenly aware that fundamentally
improving quality is an urgent task, and in FYE March 2019 we focused on implementing quality reforms in
engineering and product development and in manufacturing. Our engineering and product development
divisions have studied and begun implementing fundamental quality reforms starting from the development
planning and design stages. These reforms include a review of development schedules and supplier
selection and collaboration to enable reliable confirmation of quality, sharing of parts across models,
updating of durability testing facilities, and increasing personnel. In manufacturing, we will achieve better
quality production by making investments in facilities necessary to ensure quality, including updating aging
facilities, reviewing and improving processes; making investments for the purpose of securing the necessary
number of employees and for employee upskilling; and reviewing the approach to line operation and labor
management.

Also, to instill a quality-first mindset in all employees, on April 1, 2019 we revised the Quality Policy (see
page 53), which articulates a vision of quality that SUBARU should aspire to realize. As SUBARU makes a new
start toward restoring trust, we conducted a top-to-bottom review to ensure that the revised policy can be
continuously used for a long time and that it will serve as a guidepost for quality that all employees can
share. Furthermore, we used language that is simpler and easier to understand than that of the previous
policy to ensure that all employees thoroughly understand the policy content and can apply the new policy
in their own daily work behavior. I am convinced that the way to change the company is to change the
mindset and behavior of each employee.

Market Strategy

In STEP, we announced a target of unit sales of 1.3 million vehicles worldwide in 2025. Although trade-
related concerns remain as an external factor to be considered, sales are strong in the U.S., the largest
growth driver for SUBARU, and we will continue to press ahead to achieve sales of 1.3 million vehicles.
Although some say that overall demand in the U.S. has peaked, we consider the U.S. a market that
continues to offer high potential. We forecast continued underlying strength in demand at a level of 17
million vehicles, supported by a robust economy. We are receiving highly positive feedback from the
market. Sales of the Ascent, introduced in the middle of last year, are strong, and SUBARU has been able to
acquire new customer segments. Although we are planning for sales at the 700,000 unit level (up 3% year on
year) in calendar year 2019, we intend to ensure the success of the upcoming introduction of all-new
versions of two key models, the Outback and Legacy, in the second half of the year and link that success to

?Ehef.h_lli New il .. i
20 Suba_'_, Outback"

The all-new Outback (U.S. market specification) was announced on April 17, 2019 at the New York International Auto Show.
The vehicle will be manufactured at Subaru of Indiana Automotive and is scheduled for launch in the U.S. and Canada in fall 2019

Annual Report 2019
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further sales expansion next year and beyond. Although we plan to expand the dealer network from the
current 631 to about 650 dealers in the future, we have no intention of increasing dealers merely on the
basis of numbers. Rather, we plan to develop our sales network by opening dealers to fill open points (areas
with no dealers), mainly in the Sunbelt. To encourage dealers to invest in the SUBARU business, it is
necessary to secure dealer income, and we consider it important to increase unit sales per dealer to
accomplish this. A cooperative framework with dealers is essential for achieving our growth strategy, and we
will grow together with our dealers and pursue U.S. market share of 5% in partnership with them.

Retail Unit Sales and Market Share in the U.S. Market

(Units) (%)

800,000 4.0
700,000 35
600,000 3.0
500,000 23 . 25
2.1 2.1 @ Market Share
400,000 2.0 M Ascent
Tribeca
300,000 . _—— SUBARU BRZ
Forester
200,000
1 WRX
100,000 Crosstrek
B Impreza
M Outback
(Calender year) 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 M Legacy

Source: MOTOR INTELLIGENCE "U.S. Market New Vehicle Deliveries” (2009-2018)

In the Japanese market, we are strengthening new proposals, using products such as all-new Forester
and SUBARU XV (known as Crosstrek in North America) models equipped with e-BOXER and special
edition vehicles as a hook, and stepping up communication with customers using media messaging and
exhibitions. Also, by improving and supporting the dealer network, the actual point of contact with
customers, as well as the work performed by dealer staff and the working environment, we aim to make
SUBARU a brand whose products, dealers, and dealer staff are loved by people. In so doing, we will restore
customer trust. Although total demand in Japan is contracting, we want to maintain annual passenger car
sales of approximately 120,000 vehicles.

Although extremely strict environmental regulations make China and Europe difficult markets for
SUBARU, which does business mainly in the U.S., we will aim to utilize all-new Forester and SUBARU XV
models equipped with the e-BOXER system to support sales in these markets. These are the first SUBARU
hybrid models to be introduced in Europe, and | think their reputation in the market will represent a new
departure in our sales strategy.

With regard to production capacity, we believe we have a foundation in place to support sales of 1.3
million vehicles. Although future changes in the business environment may necessitate changes to our
production plans, there is no major change in our existing plans at this time.

Aerospace Business

FYE March 2019 marked the start of a number of new projects in the aerospace business, including the
center wing section of the Boeing 777X and complete products such as helicopters. We intend to carefully
nurture each of these projects and develop them into pillars that will support the growth of the Aerospace
Company. Aerospace is a growth industry, and the aerospace business requires leading-edge technologies
in all areas of development and manufacturing. The mutual utilization of strengths is progressing within the
SUBARU Group in ways such as the application of leading-edge technologies from the aerospace business
in automobile development and introduction in the aerospace business of expertise in cost-cutting and
other areas cultivated in the automotive business. We will continue efforts to generate new synergies and
aim to contribute to overall business growth by further utilizing the strengths of both business units.
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Initiatives to Enhance Corporate Value

SUBARU considers it necessary to promote and ensure the penetration of CSR initiatives on a group-wide,
global scale to contribute to solving social issues through our businesses and meet stakeholder
expectations and demands. We have defined Six Priority Areas for CSR in STEP and are implementing
initiatives aimed at achieving a balance between creating a sustainable society and achieving sustained
growth. By applying the Six Priority Areas for CSR in our business activities, we will contribute to diversifying
social needs and fulfill our social responsibilities as a corporation. In so doing, the SUBARU Group will
become a corporate group trusted by society as a truly global company and contribute to the creation of a
more affluent and sustainable society.

The SUBARU Group has made the automotive and aerospace businesses the pillars of its business
operations. In the SUBARU Environmental Policies, revised in April 2017, we defined SUBARU's fields of
business as the earth, the sky and nature and made protecting the Earth’s environment a key priority in
business activities. The Group aims to reduce direct CO, emissions* by 30% compared to FYE March 2017
levels by FYE March 2031 and is currently implementing reduction initiatives group-wide. In addition to
installing a captive-consumption solar power system and purchasing CO, emissions-free hydropower, we
have initiated new CO, emissions reduction measures. We forecast reduction of approximately 20,000
t-CO,, equivalent to around 3% of annual emissions, by FYE March 2021.

In product-related environmental measures, in addition to focusing on improving the environmental
performance of existing models, we will shift to joint development of BEVs with Toyota Motor Corporation
and expand our line of products with enhanced environmental performance.

SUBARU considers corporate governance one of the management’s top priorities. To strengthen
management oversight of business execution, we obtained approval at the 88th Ordinary General Meeting
of Shareholders to increase the number of outside directors from two to three. As a result, outside directors
now make up one-third of the Board of Directors (three of nine members). In addition, we have appointed
SUBARU's first female officer (an outside corporate auditor) and are promoting diversity management. In
April 2019, we reorganized the departments responsible for oversight of business execution, established
the Risk Management Group under the direction of a Chief Risk Management Officer (CRMO), and clarified
reporting lines. This will enable us to increase the effectiveness of group-wide internal controls and risk
management.

* CO, directly emitted from SUBARU Group plants and offices (Scope 1 and 2)

Annual Report 2019
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Director of the Board,
Executive Vice President and CFO

Toshiaki Okada

We will identify and prioritize the necessary resources
in the categories and markets in which SUBARU

can leverage its strengths and link them to

the improvement of medium- and long-term
corporate value and sustained growth.

Business Performance in FYE March 2019

Consolidated unit sales in FYE March 2019 decreased by some 67,000 units year on year to 1,000,000 units.
Unit sales in overseas markets decreased by 39,000 units to 865,000 units as a result of factors including a
decrease in unit shipments of the Forester in the first half of the year ahead of a full model change. This
decrease was also despite strong retail sales boosted by the impact of the all-new Ascent, which was
introduced in the summer of 2018 in the key U.S. market, and continued strong performance from the
Crosstrek (known as the SUBARU XV outside North America). Unit sales in the domestic market decreased
by 28,000 to 135,000 units as a result of factors including lower sales of the Impreza, SUBARU XV, and Levorg,
despite strong sales of the Forester, which underwent a full model change in July 2019.

Since fall 2018, the Gunma Plant has placed the highest priority on maintaining stable quality in both
production and inspections so that the plant’s continuing operation at lower production line speeds, as well
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as halt in production in January 2019 following the occurrence of defects in purchased parts and other
issues, lead to a unit production decrease by 61,000 units year on year to 989,000 units. Consolidated unit
sales were consequently affected due to insufficient supply.

As a result, consolidated net sales decreased’ by 2.2% to 3,160.5 billion yen. Operating income
decreased by 48.5% to 195.5 billion yen because of the unit sales decrease, cost increases in areas relating
to quality, caused chiefly by recalls, and a decline in profit per unit attributable to costs related to
environmental response initiatives. Ordinary income decreased by 48.3% to 196.2 billion yen, and net
income attributable to owners of parent decreased by 32.9% to 147.8 billion yen.

Outlook for FYE March 2020

Since SUBARU is voluntarily applying the International Financial Reporting Standards (IFRS) from the
beginning of FYE March 2020, forecasts are calculated based on IFRS.

We forecast strong sales of the Ascent, Forester, and Crosstrek in the key market of North America and
a new-model effect for the Forester in other markets and, as a result, have planned for consolidated unit
sales of 1,058,000 vehicles.

We have also planned for consolidated revenue? of 3,310.0 billion yen. Although we have factored into
the forecast improvement in sales volume and mixture due to a projected increase in unit sales, as well as a
projected decrease in quality-related costs, in light of increases in R&D expenses and SG&A expenses—as
well as the impact of exchange rates and higher raw material prices—we are planning for operating profit?
of 260.0 billion yen, profit before tax* of 270.0 billion yen, and profit for the period attributable to owners of
parent® of 210.0 billion yen. In the second half of the year, we are projected to start the restoration of
production line speed at the Gunma Plant. Consequently, we forecast higher consolidated unit sales,
revenue, and operating profit in the second half than in the first half and will aim for operating profit at an
annualized level of 300.0 billion yen from the second half of the year.

We plan for incentives per vehicle in the U.S. of 2,200 U.S. dollars, an increase of 100 U.S. dollars year on
year. We plan to begin sales of all-new versions of the Legacy and Outback in the North American market in
the fall, and the main reason for the 100-U.S. dollar increase is a planned effort to boost sales before the
model change. Sales of the Ascent, Forester, and Crosstrek remain strong, and incentives for these three
models are being controlled at low levels. However, while the interest rate environment is improving, we think
it will be necessary to boost incentives due to factors such as changes in the competitive environment. We
also intend to closely monitor the status of sales, supply, and inventory as well as carefully manage expenses.

1 An accounting policy change (deduction of sales incentives from net sales) was implemented beginning in FYE March 2019. Figures for comparison
years have been calculated by applying the revised policy

“Net sales” under Japanese Generally Accepted Accounting Principles (JGAAP)

‘Operating income” under JGAAP

“Income before income taxes” under JGAAP

“Net income attributable to owners of parent” under JGAAP

as wN

FYE March 2019: Analysis of Increase and
Decrease in Operating Income Changes
(Consolidated)

(Billions of yen)

R&D
expenses
SG&A expenses
379. 4 18. 6 and others
Sales volume &
mixture and others
-98. 7
1 95.5
-87. 4 _10 7 5 7
Cost reduction A
Loss on currency exchange
"18/3 19/3
Operating -183.9 billion yen Operating
income income
Result Result

FYE March 2020: Analysis of Increase and
Decrease in Operating Profit Changes
(Consolidated)

(Billions of yen)

Sales volume &

mixture and others
R&D
SG&A expenses ’7 expenses
and others

25 7 Other

w—_ 24 2600

195.5 181 7 . 14.8 -9.2
Loss on J
-1 3.3 currency
Accounting exchange
standard Cost
difference reduction
"19/3 "19/3 '20/3
Operating Operating Operating
income profit profit
Result Result Planned
(JGAAP) (IFRS) (IFRS)
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Progress with STEP

We have made quality reforms the highest priority in STEP, SUBARU's mid-term management vision, and are
undertaking fundamental improvement of quality, which is the basis of customer trust. We have set a five-
year investment framework of 150.0 billion yen for enhancement of total quality, from product planning and
production to points of contact with customers. Quality enhancement initiatives at each department have
begun, such as augmentation of facilities and personnel in R&D and production as well as improvement of
the workplace environment and employee work styles.

With regard to the profit plan, we think it will be difficult to achieve the planned three-year (FYE March
2019 to FYE March 2021) operating profit of 950.0 billion yen (exchange rate assumption of ¥105 to US$1.00)
because of an increase in temporary quality-related costs due to the occurrence of a major recall and in
costs related to complying with environmental regulations, changes in plant operation schedules, and other
factors. Nevertheless, by steadily implementing the initiatives set out in STEP, we intend to first of all solidify
the profit foundation to enable us to achieve single-year operating profit of approximately 300.0 billion yen,
and in the future aim for an operating margin of 10%. Going forward, further cost increases will be
unavoidable due to the tightening of environmental regulations, and we recognize that we must now
consider how to carry out vehicle mono-zukuri (car-making) in order to secure profits, in addition to how to
evolve our current business model and enhance our brand power while communicating with the market.

Financial and Capital Strategies

The Company engages in business management with return on capital, financial soundness, and shareholder
returns as the three key indicators of capital policy. Specifically, the Company has declared a policy of
providing appropriate shareholder returns while maintaining a high degree of balance between return on
equity (ROE) and the shareholders’ equity ratio over the medium and long term. We have set a minimum
shareholders’ equity ratio of 50% and want to secure cash reserves equivalent to two months’ sales. We have
set a target of maintaining ROE of 10% and will aim for ROE of 15% or higher. Although we recognize that
we currently have ample cash reserves, we expect the level of reserves to decline somewhat due to factors
including expenditures accompanying performance of recall work that occurred up to FYE March 2019.

With regard to profit distribution, we ensure balanced distribution of profits to all stakeholders and
provide continuous, stable shareholder returns, with dividend payments as the primary component of
returns. Although the level of profits declined sharply in FYE March 2019, since we judged that the main
reasons for the decline are temporary, we declared an annual dividend payment for FYE March 2019 of

Capital Expenditures,Depreciation Expenses R&D Expenditures

M Capital expenditures M Depreciation expenses

(Billions of yen) (Billions of yen)

200 150
121.1
120 114.2 120.0
140.0
100.0
‘15/3  '16/3 *17/3 '18/3 '19/3 '20/3 “15/3 '16/3 *17/3 '18/3 '19/3 '20/3
(Planned) (Planned)

* FYE March 2020: IFRS figures
Capital expenditures, amortization expenses, and lease obligations
pertaining to lease transactions and intangible assets are not
included
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*The figures represent expenditures pertaining to R&D activities that
occurred during the reporting periods
Since under IFRS, the portion of such expenditures for which asset
value is recognized is recorded as intangible assets and amortized
based on estimated useful life, the figure differs from “Research and
development expenses” on the consolidated income statement
(corresponding to “Research and development expenses” on the
consolidated statements of income under JGAAP)



144 yen per share (half-year dividend of 72 yen and year-end dividend of 72 yen), the same as for FYE March
2018. We plan to maintain a dividend of 144 yen per share (half-year dividend of 72 yen and year-end
dividend of 72 yen) again in FYE March 2020. Although concerns about a global slowdown due to trade
friction are heightening, there is no change in our policy of making a dividend payment of 144 yen the basis
of shareholder returns and conducting flexible share repurchases while taking into account cash flow.

The automotive industry is in a period of transition to a new era, and social demands for the new
technologies called CASE* are increasing against a backdrop of tightening local environmental performance
regulations, tax systems, and safety performance assessments. At the same time, since the commercial
viability of these technologies is by no means high at this time, we recognize that the industry is entering a
difficult business phase.

In this business environment, it is important for SUBARU, by no means a large automaker, to determine
the business sectors in which it can leverage its strengths and intensively invest in necessary resources with a
view to the improvement of medium- and long-term corporate value and sustained growth. In my role as
CFO, I will work to meet the expectations of our shareholders and other stakeholders by supporting
improvement of medium- and long-term corporate value and sustained growth through an appropriate
response to financial risks and financial strategies, including utilization of the SUBARU Group's funds through
centralized management and both optimal allocation and timely investment in growth sectors. | request your
further understanding and support in the coming years.

* An acronym of the words: Connected, Autonomous, Shared & Services, and Electric

Capital Policy

Two months’ worth of

Net cash e
net sales at minimum

Ratio of shareholders’

o -
equity to total assets S0% at minimum

Minimum 10%
Target 15%
144 yen
To conduct flexibly

ROE

Yearly dividend per share

Shareholder returns

Share repurchases

Free Cash Flow,” Dividend per Share”

Ratio of Shareholders’ Equity to Total Assets

B Free cash flow (Left)
@ Ratio of shareholders’ equity to total assets (Right)

(Billions of yen) (%)
400 80

Dividend Payout Ratio

W Dividend per share (Left)
@ Dividend payout ratio (Right)

(Yen) (%)
160 120

358.6

60

120

18 528 542

53.8

40

80

20

40

‘15/3  "16/3  '17/3  '18/3  '19/3

* Application of Partial Amendments to Accounting Standard for Tax
Effect Accounting, effective from FYE March 2019
Retroactively applied to the figures for FYE March 2018

"15/3  "16/3  '17/3  '18/3  '19/3

Annual Report 2019

16



Financial and Non-Financial Highlights

Years ended March 31

Financial Highlights

SUBARU CORPORATION and its consolidated subsidiaries

Net Sales Operating Income ” Operating Margin
B Operating income (Left) @ Operating margin (Right)
(Billions of yen) (Billions of yen) (%)
4,000 600 30
565.6
3,2323 33260 32327 3,160.5 500
3000 2877.9
400
2,000 300
200
1,000
100
0 0

"15/3 "16/3 "17/3 "18/3  "19/3

* Change of accounting policy effective from FYE March 2019
(deduction of sales incentives from net sales)
Retroactively applied to the figures for FYE March 2018

Capital Expenditures/Depreciation Expenses

M Capital expenditures B Depreciation expenses

(Billions of yen)

"15/3 "16/3 "17/3 "18/3  "19/3

108 121 108 111 111
Exchange rate (Yen to the U.S. dollar)

R&D Expenses

(Billions of yen)

200 150
15 158.5 120 114 1210
1357 1414 102.4 102.7
110.7 113.5 0 835

100 89.8 (88.8

77.0 60

64.8 | 650
50
30

‘15/3  "16/3  "17/3  '18/3  '19/3

* Accompanying a change in accounting policy effective from the FYE March
2019, change of depreciation method for certain tangible fixed assets of the

Company and its major domestic consolidated subsidiaries from the declining-

balance method to the straight-line method

Non-Financial Highlights

15/3  "6/3  "17/3  "18/3  "19/3

Direct CO, Emissions (Scope 1 and Scope 2)

Overseas Group companies B Domestic Group companies Il SUBARU

Waste Generation

Overseas Group companies B Domestic Group companies B SUBARU

(Tons of CO,) (Tons)
o o 190,924 185,736
623,786 668,667 687,468 678,839 162,893 166,856 170,589
Ceovooo 612044 625756 150000
400,000 100,000
200,000 50,000
0

"15/3 "16/3 "17/3 "18/3  "19/3

* Beginning in FYE March 2019, the reporting basis of SUBARU's CO; emissions has
changed from “non-adjusted greenhouse gas emissions” to “adjusted greenhouse
gas emissions,” which are based on the Act on Promotion of Global Warming
Countermeasures. The change has been retroactively applied to emissions since
FYE March 2015. CO, reduction initiatives are described on page 45
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Interest-Bearing Debt D/E Ratio

H Interest-bearing debt (Left) @ D/E ratio (Right)

(Billions of yen) (Times)
250 0.5

211.2
200

150

"15/3 "16/3 "17/3 "18/3  "19/3

Free Cash Flow.”
Ratio of Shareholders’ Equity to Total Assets
H Free cash flow (Left) @ Ratio of shareholders’ equity to total assets (Right)

(Billions of yen) (%)
400 80.0

ROE “ROA
@ ROE @ ROA
%)
40 36.9

29.3
30

23.6

20.7
20 ./.\

"15/3 "16/3 "17/3 18/3  "19/3

* ROA = Operating income / Total assets
(average at the beginning and end of the term)

Consolidated Unit Sales

(Thousand units)
1,200

358.6

1,065 1,067

300 60.0 900 bl 58 '
578 528 542 53.8 :
46.5
200 400 600
138.8
100 91.2 20.0 300
I 15.7
0 - 0 0

‘15/3  "16/3  '17/3  '18/3  "19/3

* Application of Partial Amendments to Accounting Standard for Tax Effect
Accounting, effective from FYE March 2019
Retroactively applied to the figures for FYE March 2018

15/3  "16/3  "17/3  '18/3  "19/3

* Automobile unit sales of SUBARU CORPORATION and
its consolidated subsidiaries

Water Consumption

Overseas Group companies B Domestic Group companies [l SUBARU
“®- Per unit of consolidated net sales (Right)

Number of Employees

M Non-consolidated M Consolidated

(Thousand m?) (Thousand m*/100 million yen) (Persons)
5,000 4843 030 40,000
4,401 4,462 4.673 i
4,000 P : 0.24 32,599 33,544 34,200
‘ : 30,000 29,774 31,151

3,000 0.18
20,000

2,000 0.12 13,888) 14,2344 14,7088 14,8794 15,27
10,000

1,000 0.06 -

0 0.00 0

"15/3 "16/3 "7/3  "18/3  "19/3

"15/3 "16/3 "17/3 18/3  "19/3

* Excluding executive officers, advisors, and dispatches
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Featured Topic

Report on Improprieties Relating to
Final Vehicle Inspections

Here, we provide an overview of improper conduct during final Please refer to the SUBARU corporate
vehicle inspections and SUBARU'’s response to those instances, ), e e ekl
and report on specific measures to prevent any reoccurrence. https://www.subaru.co.jp/en/jpfvi/top.html

Overview of Improprieties Relating to Final Vehicle Inspections

On December 19, 2017 and April 27, 2018, SUBARU reported to the Ministry of Land, Infrastructure, Transport and Tourism
(MLIT) about improper conduct during final vehicle inspections discovered in October 2017. On June 5, 2018, SUBARU was
required by the MLIT to conduct a thorough investigation and develop measures to prevent any reoccurrence of
improprieties in connection with vehicle fuel economy and emissions sampling procedures and other final vehicle
inspections. In response to this, SUBARU commissioned a team of external professionals, including an attorney, to conduct
a thorough investigation from an objective and neutral perspective. The investigation newly identified inappropriate
conduct in connection with final vehicle inspections and on September 28, 2018 SUBARU released the investigation report.
Furthermore, an internal investigation triggered by an on-site inspection conducted by the MLIT in October 2018 found
that some inappropriate conduct had continued.

Since the end of 2017, SUBARU has reinforced education for final vehicle inspectors, reviewed personnel assignments,
and promptly implemented feasible facilities modifications, updating of inspection equipment software, and various other
measures. Taking this all into account, executives and managers spent considerable time participating in inspections at
final inspection sites, holding discussions with final vehicle inspectors, and verifying the effect of various measures already
implemented to prevent reoccurrence of improper conduct, and worked to ensure compliance. Subsequently, as a result of
halting production lines to verify the effect of preventive measures, on October 26, 2018 SUBARU found that the preventive
measures function effectively and that the soundness of the final vehicle inspection process had been ensured, and
SUBARU confirmed that the identified improper conduct had ended. No improper conduct similar to that identified in the
investigations conducted to date has been discovered since the resumption of production.

Given the background to the above repeated improprieties, on November 14, 2018 SUBARU received from the Minister
of Land, Infrastructure, Transport and Tourism a recommendation of actions, such as a review and thorough implementation
of prevention measures. Also, on December 19, 2018, MLIT notified the Tokyo District Court to apply a civil fine against
SUBARU pursuant to the Road Transport Vehicle Act, since part of the improper sampling tests constituted a case of partial
non-implementation of important final vehicle inspections. As a result, on March 8, 2019, the Tokyo District Court imposed
a non-penal fine of 83.4 million yen.

Response to Improprieties Relating to Final Vehicle Inspections

The Company takes the current situation resulting from repeated improper conduct extremely seriously. We have resolved
to recover the trust of all stakeholders as quickly as possible by further accelerating activities to become “a company that
does the right thing in the right way.” We are boldly implementing corporate culture reforms and have implemented
various measures to prevent a reoccurrence of improper conduct, which can be divided into the following four categories.
® Measures that strengthen management’s sense of ownership and clarify its responsibility for compliance and
quality assurance

® Measures to detect and prevent improper work
® Development of a structure to promptly correct improper work when it occurs
® Measures that are promptly implemented and continuously operated in the future

SUBARU has further subdivided the abovementioned preventive measures into 65 items and is currently implementing
the measures. Implementation of 57 items has been completed as of April 23, 2019, when the quarterly progress report
was submitted to the MLIT. SUBARU will continue to mount a group-wide effort to implement measures to prevent any
reoccurrence of improper conduct and to constantly improve and increase the reliability of those measures.
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Status of Implementation of Measures to Prevent any
Reoccurrence of Improprieties Related to Final Vehicle Inspections

| Changing Our Mindset, Starting with Management |

Senior management is taking the initiative in ascertaining the situation on the ground,
ensuring that a change in employee mindset reaches every corner of the workplace, and
engaging in activities to foster a corporate culture that places the highest priority on quality.

In addition to regular efforts to raise awareness of quality and compliance through an
in-house newsletter, SUBARU uses feature articles and extra issues of the in-house
newsletter to convey senior management’'s commitment to corporate culture reform
throughout the Group. Also, SUBARU holds discussions between senior management and
employees for the purpose of invigorating communication with frontline workers.

Since November 2018, President Nakamura has visited plants and offices throughout
the Group, including the Gunma Plant and Aerospace Company Utsunomiya Plant, to
communicate face to face with employees about management's firm resolve to prevent
any reoccurrence of the repeated final vehicle inspection problems and to recover trust.
Also, SUBARU has implemented organizational changes in order to steadfastly and more
robustly implement measures to prevent any reoccurrence of the final inspection
problems, including establishment of the Vehicle Inspection Department within the Quality
Assurance Division effective December 1, 2018 and institution of a new organizational
structure with respect to the director in charge of manufacturing, effective January 1, 2019.

Improvement of Communication

At final inspection sites, team leaders and final vehicle inspectors review each day's work
together and mutually confirm whether inspections have been carried out in accordance
with standard operations and whether the standard operations themselves are appropriate.
Also, to realize various improvements, senior personnel and inspectors periodically hold
meetings to discuss improvements to all aspects of work and consider improvement
measures. Furthermore, department general managers hold monthly regular meetings at
all workplaces, at which they directly confirm the status of improvement of inspection sites
and individual problems and concerns, introduce best practice examples from other
worksites, and discuss problems for which improvement has been delayed. In this way,
following sharing of workplace problems at each level of management, workplace-level
measures for improvement are rapidly implemented. Furthermore, measures for
improvement that, according to their nature, must be implemented beyond the workplace
level are realized through discussion with team leaders, assistant managers, section
managers, or department general managers. This daily communication is contributing to
raising the awareness of final vehicle inspectors and to continuous improvement activities.

Improvement of Facilities

SUBARU has implemented various improvements in the final vehicle inspection process to
ensure reliable inspections and quality. One example of a facilities improvement is the
conversion of a device used in speedometer tests. Whereas previously a monitor constantly
displayed the speed being measured, now only the speedometers’ measurement results
are displayed, enabling inspectors to focus their attention on the speedometers. In
addition, final vehicle inspector trainees wear different colored caps and helmets to clearly
indicate that they are trainees. Work training is conducted at actual production lines on a
one-to-one basis by inspectors with trainer qualifications. Through these improvements,
SUBARU is developing a reliable inspection system and rigorously ensuring quality.

Note: This is an English translation of the original Japanese text. If there are any discrepancies between this text and
the original Japanese text, the original Japanese text prevails
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Automotive
.. Business Unit

SUBARUcontinues to develop cars that:
total dr hjoyment ang safety for all passe

‘

Consolidated Net Sales Contribution
Ratio of the Automotive Business Unit

Net Sales (Billions of yen)
4,000

3152030493
3,00 3,039.4 3,014.5

0
2,699.0

2,000

1,000

0

‘15/3 '16/3 ‘17/3 '18/3 "19/3

* Change of accounting policy effective from FYE
March 2019 (deduction of sales incentives from

net sales)
Retroactively applied to the figures for FYE
March 2018
Operating Income (Billions of yen)
600

543.6

400.9 397.7
20 361.5
200 184.9
0 I

‘15/3 '16/3 '17/3 '18/3 "19/3

=]
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The launch of the SUBARU 360 in 1958 marked SUBARU's start as an
automaker. Ever since, we have contributed to the development of Japan's
automotive industry by creating a succession of distinctive cars equipped
with creative technologies such as the horizontally opposed engine and
Symmetrical All-Wheel Drive. We continue to take on new challenges in
order to provide all of our customers with “Enjoyment and Peace of Mind.”
For example, we continue to evolve the EyeSight driver assist system, have
improved safety performance and driving performance by adopting the
Subaru Global Platform, our next-generation vehicle platform, and were the
first Japanese automaker to use a pedestrian protection airbag.

Overview of FYE March 2019

W Consolidated global unit sales decreased by 6.3% year on year to
1,000,000 units.

M Sales in Japan were 135,000 units. Overseas sales were 865,000 units.

*Vehicle volume figures are rounded off to the nearest thousand

Consolidated Automobile Sales
by Region (Thousand units)

[ | Japan ............................... 135
W United States «ooooeeeeemenees 660
O O ——— 57
IR SS R —— 8
EUTOPE +veesesesesessesseseicins 32
Augitrellig) seesesseoccasssnnsasassaacann 42
ChRing eeeeeererrereeeeeenmmeiii 23
O TR ——— 43
T&hiEl] sseascossoanacessssasscsasaaasesa 1,000



Product Lineup

Legacy Series

LEGACY

OUTBACK

Consolidated unit sales: 260,000 units
Sales regions: Japan, North America, Russia, Europe,
Australia, China, and other

Impreza Series

IMPREZA
;‘mﬁu
(5 Door)
susaru XV

(North America: CROSSTREK)

Consolidated unit sales: 322,000 units
Sales regions: Japan, North America, Russia, Europe,
Australia, China, and other

FORESTER

Consolidated unit sales: 260,000 units
Sales regions: Japan, North America, Russia, Europe,
Australia, China, and other

Consolidated unit sales: 41,000 units
Sales regions: Japan, North America, Russia, Europe,
Australia, and other

LEVORG

Consolidated unit sales: 15,000 units
Sales regions: Japan, Europe, Australia, and other

Consolidated unit sales: 7,000 units

Sales regions: Japan, North America, Europe,
Australia, and other

suaru BRZ

ASCENT P

(Exclusively for North America) M

Consolidated unit sales: 67,000 units
Sales region: North America

OEM Models
JUSTY PLEOX
CHIFFON DIAS WAGON
LITAWN

STELLA SAMBAR N ===
Consolidated unit sales: 28,000 units
Sales region: Japan * For the period from April 1, 2018 to March 31, 2019
(OEM supply from Daihatsu Motor Co., Ltd.) * Automobile sales of SUBARU CORPORATION and its consolidated subsidiaries
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Business Overview

Automotive Business Unit

The SUBARU Concept of All-Around Safety

Aiming for the highest level of peace of mind
and safety for all passengers

SUBARU pursues automobile safety performance from every perspective and is
refining and perfecting core technologies on the basis of four safety criteria:
primary safety, active safety, preventive safety, and passive safety.

Safe situation

Preemptive
accident
Hazardous avoidance

situation

Collision Damage
reduction
during an

accident

Spread of
damage

Safety Performance

Recognized Worldwide

SUBARU has received the highest rating in the
NCAP' conducted by the authorities in Japan,
the U.S., Australia, and other countries, as well
as in the safety performance assessment
conducted by the IIHS? in the U.S.3

In the IIHS safety performance assessment,
all models equipped with EyeSight and specific
headlights received the 2019 Top Safety Pick
Plus (TSP+) rating. The 2019 TSP+ awards only
apply to the North America models.

1 NCAP: New Car Assessment Program
2 |IHS: Insurance Institute for Highway Safety
3 For ratings details, please refer to rating agency websites

23 | Annual Report 2019

Passive
Safety

Basic design features for avoiding accidents

Primary Increasing driving safety through basic design features such as
Safety car shape and controls

@ Visibility design @ Driving position @ Interface

y 9 9

The ultimate in driving performance for greater safety
Active Facilitating hazard avoidance through performance improvement
Safety in the basic functions of a car: driving, turning, and stopping

® Horizontally opposed engine @ Symmetrical AWD

vance: echnolo at su orts sare darivin
Ad d technology that supports safe driving
Preventive Supporting safe driving by helping avoid collisions and reduce

Safety damage

® EyeSight

Extra precautions just in case
Passive Minimizing damage when an accident occurs
Safety ® Engine layout @ Subaru Global Platform

® Pedestrian protection airbag

U.S.A.
*The 2019 TSP+ awards
- only apply to the.North
- America models.
JNCAP  UJNCAP JNCAP IIHS
U.S.A.
FIRST PRIZE 5% = ASV+++ TSP+ -
Euro NCAP
5% Australi -
US:NCAP
ANCAP Sk
B Kok Kk k
ANCAP
Sk

JNCAP ASV+++ rated models:

Impreza/SUBARU XV and Forester (models equipped with EyeSight) in 2018

JINCAP 5-star rated and first prize models: Forester in 2018

2019 IIHS TSP+ rated models: 2019 Impreza, Crosstrek, Legacy, Outback, WRX, Ascent, and
Forester (models equipped with EyeSight and specific headlights)

UN-NCAP 5-star rated models:

2019 Impreza, Crosstrek, Legacy, Outback, Ascent, and Forester

Euro NCAP 5-star rated models: Impreza and SUBARU XV in 2017

ANCAP 5-star rated models: Forester in 2019



SUBARU Core Technologies

| Horizontally-Opposed Engine (Boxer engine) |

Compact, low center of gravity

The horizontally opposed engine has pistons arranged symmetrically to the left and
right of the crankshaft. Since the opposed pistons mutually cancel out engine
vibrations, the engine can rotate smoothly, which reduces vibrations conveyed to the
vehicle interior. The engine’s low height and compact design contribute to low vehicle
center of gravity. The stable attitude provides a high sense of security during driving.

| Symmetrical All-Wheel Drive (AWD) |

Superior overall weight distribution

The combination of the low center of gravity provided by the horizontally opposed
engine and superior longitudinal-transverse weight balance achieved by placing
the transmission near the center of the vehicle maximizes all-wheel drive capability
and delivers superb driving performance in various conditions. SUBARU has been
committed to Symmetrical AWD as a core technology that drivers can depend on
in every situation from day-to-day town use to high-speed highway driving.

| Subaru Global Platform |

A next-generation vehicle platform designed
with the future in mind, looking ahead to 2025

SUBARU is sequentially introducing the Subaru Global Platform, starting with the all-
new Impreza launched in October 2016. The new vehicle platform substantially
increases body and chassis rigidity and further lowers vehicle center of gravity, raising
the level of active safety and passive safety and delivering responsive handling
performance and a comfortable ride with reduced unpleasant vibration and noise.

| EyeSight Driver Assist System |

Stereo cameras for advanced object
recognition capabilities

The use of two cameras positioned to the left and right, like human eyes,
contributes to preventive safety by helping avoid accidents, reduce impact, and
alleviate driver burden by enabling three-dimensional recognition of cars,
pedestrians, and other objects in front of the vehicle and accurate recognition of
the distance, shape, and speed of movement of these objects. SUBARU began
development of a driver assist system using stereo cameras in 1989. Application of
research results and experience accumulated over many years since then has
culminated in EyeSight, a system that anyone can use with peace of mind. In 2017,
we introduced EyeSight Touring Assist, which dramatically reduces driver fatigue by
automatically assisting accelerator, brake, and steering operation at a wide range
of speeds from 0 to approximately 120 km/h for expressway driving.

SUBARU pursues “protecting people’s lives” and evolves preventive safety
technologies with the aim of eliminating fatal accidents involving SUBARU
vehicles* by 2030.

* Elimination of accidents resulting in the death of drivers or passengers in SUBARU vehicles and accidents
resulting in the death of pedestrians, cyclists, or other persons due to collision with SUBARU vehicles

SUBARU Boxer Conventional In-Line Engine
! I
Ao
= qP =

Symmetrical All-Wheel Drive (AWD)

Subaru Global Platform

_<g>_ EyeSight

| Driver Assist Technology

E—
&)

Stereo cameras
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Business Overview

.

. .

ebut of the All-New

ORESTE

As a top-selling model in the SUBARU lineup, the all-new fifth-generation Forester is positioned as a key
part of the company’s global strategy. The new model offers packaging that balances excellent handling
with a spacious interior as well as easy-to-use features, bringing comfort and enjoyment for all passengers.
Under SUBARU's design philosophy “Dynamic x Solid,” we have created the new design for the Forester
that imparts a feeling of the toughness of an SUV and easy-to-use functionality.

B Incorporates the Driver Monitoring System,’
SUBARU's first-ever occupant recognition technology

. . . Car Assessment (JNCAP) "N

M Equipped with the e-BOXER? power unit system,
which makes even everyday driving enjoyable thanks

to smooth acceleration from a motor assist function

Received e s
the Grand Prix Award
for collision safety

B Incorporates the Subaru Global Platform, which performance

provides top-of-class comfort and safety
performance The Forester won the Grand Prix Award in the collision
safety performance assessment for earning the highest

B Pedestrian protection airbags and EyeSight Touring score in the 2018-2019 Japan New Car Assessment

Assist, the latest advanced safety equipment, come Program (JNCAP) collision safety performance

standard? in all models assessment. It also received Advanced Safety Vehicle
Triple Plus (ASV +++) rating, the highest rating in the

A safety feature designed to alert an inattentive driver, not to prevent driver preventive safety performance assessment. The
inattention or accidents

A hybrid system that combines a horizontally-opposed engine and electric-drive Forester's high safety performance in a wide range of

Le;hno\ogy for ecto—friend\y performance in addition to SUBARU's signature areas from accident risk reduction to collision damage
riving enjoymen . i

The Forester specifications shown on this page are the specifications in Japan reduction has been demonstrated once again.
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The Head of Development’s Uncompromising
Attention to Detail that is Winning
the Forester Worldwide Acclaim

Concept of the All-New Forester

We defined the SUBARU value proposition that shaped development of the
Forester as “Trust in Forester—Able to go anywhere, suitable for use in any
situation.” We created the product by following the core concept of the previous
model and adding new value concepts. We sought to add two new value
concepts. The first is the ability to share comfort and a dynamic space, for all
passengers alike—the driver and loved ones. The second is that through owning
or riding in the vehicle, drivers will feel able to embark on an exciting adventure
and that all passengers, regardless of generation, can feel a sense of adventure.
These two value concepts are the key development themes for the new Forester.

Comfort for Loved Ones

When | considered what makes a comfortable car, | thought of the Japanese
expression fukuyoka (meaning “well-rounded”). As an example, for the door trim,
we used soft-touch materials all the way up to the top of the window shoulder and,
for areas that come into contact with the body, we devised a way of expressing
interior richness with a spacious seating area and plush interior surfaces. As a

result of thinking through how to provide comfort, we concentrated on creating

—

comfort with an emphasis on the back-seat area. For instance, we created

Project General Manager
Product & Portfolio Planning Division

spacious legroom by using nearly all of the added wheelbase length of the new
platform for the rear seats and also enhanced the comfort of the rear-seat
environment. Furthermore, although the Driver Monitoring System (DMS) was T0m0yUki Nunome

initially conceived for the purpose enhancing safety and peace of mind, such as

through preventing the driver from dozing off, since a key objective was to

create a comfortable car, we brainstormed ways of utilizing the DMS to enhance vehicle comfort. We came up with an idea
to increase the customer value of the DMS by utilizing the facial recognition software to automatically adjust the driver's
seat position and mirror angles to preset individual preferences.

Stir of Adventure

The word “adventure” can mean many things: for instance, the sense of expectation when the driver straps into the driver’s
seat or the feeling of excitement about going on a new journey together with loved ones. First, we thought about how to
embody the notion of adventure in a car and decided to do everything we could to achieve this. One example of this is the
cargo area, designed to contribute to a sense of excitement. The engineers and designers drew up plans and considered
together how to create a cargo area that looks spacious from the rear and has a large luggage area with room to stow
everything needed for a family picnic. The result is a cargo area with a 1,300-mm extra-wide rear gate opening, which is
exciting in its potential.

The e-BOXER power unit was first conceived with the idea of using an electric motor to enhance traditional SUBARU
strengths, not simply to improve fuel economy. However, following repeated discussion among the project team members,
we decided to use a motor to compensate for the weaknesses of gasoline engines. The advantage of a motor is that since
it runs on electricity, it can be simply switched off and on. Using an electric motor for functions for which a gasoline engine
is ill suited, resulted in much smoother driving performance. We also considered whether we could use the motor to further
improve driving performance on uneven road surfaces. Getting just the right amount of engine power using the accelerator
is most difficult at the slow speeds required for rough and bumpy terrain. Since (unlike a gasoline engine) motor operation
varies linearly with the accelerator pedal position, cars equipped with the e-BOXER power unit become a great deal easier
to drive. By combining e-BOXER with X-MODE* and concentrating on using the motor to assist when the accelerator pedal
is pressed, we were able to evolve X-MODE to make it easier to drive even on bad roads. | think that the development of
e-BOXER has allowed us to create a car that really supports a sense of adventure.

4 X-MODE is an AWD control function. Appropriately controlling the driving force of the four wheels, braking, and other vehicle functions makes it possible to smoothly
escape from bad road conditions
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Business Overview

Aerospace Company

Leveraging tradition and innovative technologies to
develop and produce a wide variety of aircraft.

Consolidated Net Sales Contribution

Ratio of the Aerospace Company

Net Sales (Billions of yen)
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* Change of accounting policy effective from FYE
March 2019 (deduction of sales incentives from
net sales)

Retroactively applied to the figures for FYE
March 2018

Operating Income (Billions of yen)
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SUBARU's roots trace to 1917 and Aircraft Research Laboratory, later to
become Nakajima Aircraft. The Aerospace Company, which has inherited
Nakajima Aircraft's manufacturing technologies and spirit, leads Japan's
aerospace industry and develops and produces a wide variety of aircraft.

In the defense program, we develop, manufacture, maintain, repair,
and provide technical support for products such as the UH-1J utility
helicopter used by the Japan Ground Self-Defense Force for disaster relief
and other purposes, the T-5 Maritime Self-Defense Force trainer,
unmanned aerial vehicles (more than 15 models developed over a half
century), and flight simulators. In the commercial program, we participate
in many international joint development projects for Boeing. For the 777X,
Boeing's newest large passenger airliner, we are responsible for the Center
Wing and its integration with main landing gear (MLG) wheel well, as well
as MLG doors and Wing-to-Body Fairings (forward). In addition, taking
advantage of an alliance with Bell Textron, we jointly developed the
SUBARU BELL 412EPX and have started sales.

By further refining our technologies through involvement in a wide
variety of aircraft programs, we will continue to take on additional challenges
for growing into an aircraft manufacturer with a global presence.

Boeing 777X SUBARU BELL 412EPX



Overview of Center Wing Box and
SUBARU’s Technology

SUBARU's advanced technological capabilities
continue to support the development and
production of wings that have proven their worth
in the world’s skies for more than 40 years.

Since first participating in the Boeing passenger program in 1973, we have
been involved in development and production as a key partner of Boeing for
more than 40 years. We manufacture the center wing box, the critical aircraft
section where the right and left wings are attached to the forward and aft
fuselage sections. Since the center wing box contains the fuel, they must have
high mechanical strength and high fluid tightness. For these reasons, great
accuracy and advanced assembly technologies are required for its
manufacture, and SUBARU is one of the few companies capable of making
them. The Handa Plant, where center wing boxes are manufactured, is a
global-level production center that produces these parts for the new Boeing
777X as well as for the Boeing 777 large airliner, the Boeing 787 mid-size
airliner, the Ministry of Defense's P-1 maritime patrol aircraft, and the C-2
transport aircraft.

SUBARU's advanced technological capabilities are recognized worldwide.
For example, we engage in development on the “Drop test for Simplified
Evaluation of Non-symmetrically Distributed sonic boom” Project (D-SEND)

together with Japan Aerospace Exploration Agency (JAXA). A center wing box (Handa Plant)

Message from the Company President

The Aerospace Company will contribute to
the enhancement of the SUBARU brand.

We are a start-to-finish aircraft builder with a wide-range of integration capability
from aircraft development and manufacturing to flight testing. Flight safety is an
important factor for aircraft, and for many years we have fostered a culture in which
quality and safety are recognized as inextricably linked and uncompromisingly
pursued. This total safety concept is at the core of SUBARU's DNA.

President In the commercial airplane business, the production rate of the Boeing 787,
Aerospace Company

which is our major product, has reached 14 shipsets per month. Meanwhile, for the
Shoichiro Tozuka Boeing 777X, the latest derivative of the Boeing 777 series, we have completed
delivery of components for test airplanes and expect full-scale production to start.

In the defense program, we have successfully made the first flight and delivered
the prototype of a New Utility Helicopter for Japan Ground Self-Defense Force
in FYE March 2019. We have begun production of the SUBARU BELL 412EPX, which
is based on the New Utility Helicopter, and will engage in full-scale production and
sales from FYE March 2020.

We will continue to hone and perfect every aspect of our business and pursue
further growth with the aim of expanding the SUBARU brand to the sky and space.

Annual Report 2019 28



Directors, Auditors, and Executive Officers
(As of August 8, 2019)

Directors of the Board

Y

Director of the Board Representative Representative
. . Director of the Board Director of the Board
Yasuyuki Yoshinaga )
Tomomi Nakamura Kazuo Hosoya

Director of the Board Director of the Board Director of the Board

Toshiaki Okada Yoichi Kato Tetsuo Onuki

[ O

11

Outside Director Outside Director Outside Director
Shigehiro Aoyama Yasuyuki Abe Natsunosuke Yago
Auditors

J

Standing Corporate Auditor Standing Corporate Auditor Outside Corporate Auditor Outside Corporate Auditor

Akira Mabuchi Shuzo Haimoto Shigeru Nosaka Kyoko Okada
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Executive Officers

Chairman

Yasuyuki Yoshinaga

President

Tomomi Nakamura

CEOQ (Chief Executive Officer)

Deputy President

Kazuo Hosoya

Chief General Manager of Manufacturing Div. and Gunma Plant

Executive Vice President

Toshiaki Okada

CFO (Chief Financial Officer)

Executive Vice President

Yoichi Kato

CRMO (Chief Risk Management Officer)

Executive Vice President

Katsuyuki Mizuma

Chief General Manager of Overseas Sales & Marketing Div. 1 and
Overseas Sales & Marketing Div. 2

Executive Vice President

Tetsuo Onuki

CTO (Chief Technology Officer)

Executive Vice President

Atsushi Osaki

CQO (Chief Quality Officer)
Chief General Manager of Quality Assurance Div.

Senior Vice President

Hideaki Matsuki

Chief General Manager of Parts & Accessories Div.

Senior Vice President

Hiromi Tsutsumi

General Manager of Human Resources Dept.

Senior Vice President

Shoichiro Tozuka

Company President of Aerospace Company

Senior Vice President

Takuji Dai

ClO (Chief Information Officer)
Chief General Manager of IT Strategy Div., Senior General Manager of
Corporate Planning Div.

Senior Vice President

Fumiaki Hayata

Chief General Manager of Corporate Planning Div.

Senior Vice President

Tatsuro Kobayashi

Chief General Manager of Purchasing Div.

Senior Vice President

Eiji Ogino

President of SIA'

Vice President

Katsuo Saito

General Manager of General Administration Dept. and
Investor Relations Dept.

Vice President

Yasushi Nagae

Chief General Manager of Customer Service Div.

Vice President

Jinya Shoji

Senior General Manager of Overseas Sales & Marketing Div. 1, EVP? of SOA3

Vice President

Yoichi Sato

Chief General Manager of Japan Sales & Marketing Div.

Vice President

Takeshi Seiyama

SIA™ Senior Vice President of SIA, Senior General Manager of
Purchasing Div.

Vice President

Osamu Eriguchi

Chief General Manager of Engineering Div. 2

Vice President

Tomoaki Emori

Senior General Manager of Corporate Planning Div.

Vice President

Tatsuya Okuno

Chief General Manager of Engineering Div. 1

Vice President

Tamotsu Inui

Chief General Manager of Cost Planning & Management Div.

Vice President

Tetsuo Fujinuki

Chief General Manager of Engineering Management Div.,

Senior General Manager of Engineering Div. 1, and Technical Research Center

Vice President

Hiroshi Wakai

Company Vice President of Aerospace Company,
Senior General Manager of Engineering & Development Center

Vice President

Kazuhiro Abe

Chief General Manager of Product Planning Div.

1 Subaru of Indiana Automotive, Inc.
2 Executive Vice President
3 Subaru of America, Inc.
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Corporate Governance

Basic Policy on Corporate Governance

® In accordance with the corporate philosophy and management philosophy (see page 02), SUBARU has articulated the
vision “From a company making things, to a company making people smile” and is working to enhance corporate
governance to gain the satisfaction and trust of all its stakeholders by achieving sustainable growth and improving its
corporate value in the medium to long term as a top management priority.

® SUBARU clearly separates management decision-making and oversight from business execution and aims to realize
efficient management by expediting decision-making.

® SUBARU ensures proper decision-making and oversight of corporate management and the execution of business
operations as well as enhancing compliance and its risk management systems through the monitoring of its
management and operations and advice provided by outside officers.

® SUBARU provides proper and timely disclosure of information in order to improve transparency of management.

Management Organization

The Company has chosen a company with a board of corporate auditors as its corporate governance structure. The
Board of Directors decides and supervises important matters of business execution, and the Board of Corporate
Auditors audits the execution of duties by directors.

With regard to the business operation system, the Company has established the Executive Management Board
Meeting as a preliminary consultation body to conduct deliberations on company-wide management strategies and the
execution of important business before their presentation at the Board of Directors” Meeting. In addition, the Company
has adopted a vice president system and established the Executive Board Meeting as the decision-making body of each
business department, and converted the Aerospace division into an internal company in order to clarify responsibilities
and accelerate the execution of business operations.

The Board of Directors is composed of nine directors, and the Company has sought to strengthen governance by
appointing three outside directors among them.

The outside directors provide sound advice about decisions on important matters of business execution and monitor
all aspects of management on the basis of a wealth of knowledge and experience concerning corporate management.

The Board of Corporate Auditors is composed of four corporate auditors, two of whom are outside corporate
auditors. The outside corporate auditors perform a management oversight function independent from senior
management, performing a role of auditing from the viewpoint of legality and appropriateness on the basis of broad
and advanced knowledge.

The Company appoints as outside directors and outside corporate auditors persons who meet the criteria
for independence established by the Tokyo Stock Exchange and the Company’s independently established criteria
for independence.

System of Corporate Governance

General Meeting of Shareholders

Election and Election and Reportin Election and Proposal and
dismissal dismissal porting dismissal reporting
E: itive Nomination Meeting* 09
Board of Corporate Auditors: 4 Board of Directors: 9 xecutive Nomination Meeting S a.
22
Collaboration N Auditing . a S
Corporate auditors: 2 Directors: 6 ¢ Executive Compensation Mesting* %;
)
Outside corporate auditors: 2 ‘ Outside directors: 3 *The Executive Nomination Meeting and g 5’7
Executive Compensation Meeting consist of 2@
the two representative directors of the Board, O g
the director in charge of the Secretarial Office, - 2
and the three outside directors.
Reporting
Election, dismissal, Submission and
> and oversight reporting
a
§ Auditing
3 Report Executive Management Board Meeting
=3 eporting
,_g Corporate Governance Meeting
? Collaboration Chairman: President and CEO sur:;n(.f:‘.:g ca;?d
o important matters
g Rt Transfer of authority Submission and reporting CSR Committee
a and oversight of important matters
Auditing
Corporate operations departments at HQ Policy instructions Social Contribution Committee
H Approval of
Auditing % Automotive Business Unit Executive Meeting (e e
a Environmental Committee
Reporting o Aerospace Compan Executive Meetin
@alkizamitar g pace ~ompeny E i)
Internal Audit Department g i i
\nternal Group Companies Compliance Committee
auditing
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The Company currently has one advisor, who is not a retired president or CEO. The principle role of the advisor is to
be available on a regular basis to provide business advice upon request. The advisor does not participate in meetings
and is not involved in management. In principle, the term of office of the advisor is one year.

SUBARU has abolished the Senior Advisor System.

Policy and Procedure for Nominating Candidates for Director and Corporate Auditor

For the purpose of realizing the Company's corporate philosophy, effective corporate governance, and sustained growth
and improvement of corporate value in the medium and long term, the Board of Directors nominates as candidates for
directors and corporate auditors persons with a wealth of experience, high levels of ability and insight, and advanced
expertise appropriate to a director or corporate auditor of the Company. The Board of Directors considers matters such
as diversity within the Board and appoints two or more independent outside directors in the interest of ensuring
monitoring and oversight of management from an independent perspective, improving management transparency, and
enhancing shareholder value.

The Company has established the Executive Nomination Meeting as a voluntary committee. To ensure fairness and
transparency in decisions on executive appointments, the Executive Nomination Meeting, in accordance with inquiries
from the Board of Directors, submits to the Board of Directors proposals on the nomination, appointment, and dismissal
of officers sufficiently deliberated on and approved by its members, who include the independent outside directors.
These personnel matters are decided by resolution of the Board of Directors. Explanations of matters such as the
candidate’s background, the status of concurrent positions, insight, and expected roles at the Company are provided for
each nomination and appointment. Approval of the Board of Corporate Auditors is obtained for nominations of
candidates for corporate auditor.

The Executive Nomination Meeting consists of the two representative directors, the director in charge of the
Secretarial Office, and the three outside directors, and is chaired by Representative Director of the Board, Tomomi
Nakamura. The Executive Nomination Meeting was convened five times in FYE March 2019 and submitted reports
mainly on the executive structure and appointments, the division of duties of executives, and the appointment of
representatives of major subsidiaries.

Promotion of Diversity Management

Despite a process of selecting officer candidates, in which the Company identifies and shortlists candidates without
regard to gender or nationality and considers the capabilities and other attributes of candidates, the Board of Directors
is currently composed entirely of men. For this reason, the Company is implementing initiatives to ensure gender
diversity on the Board of Directors. In particular, in order to encourage diversity among everyone who works in the
SUBARU Group, the Company has made promoting active roles for women a top priority and set a target of increasing
the number of female managers in 2020 by at least five times the number in 2014, the year the target was set, in
accordance with a policy of promotion through merit based on demonstrated ability. The rate of target achievement
was 90% as of March 31, 2019. Furthermore, we have set a new target for 2025 of at least 12 times the number in 2014.
Through these activities, we will expand the pool of female candidates for executive officer, vice president, department
general manager, and section manager and encourage diversity within the Board of Directors and throughout the
Company.

In addition, as part of the promotion of diversity management, a female outside corporate auditor was elected at the
88th Ordinary General Meeting of Shareholders as SUBARU's first female officer.

Board of Directors’ Meeting Participation Rate

Category FYE March 2015 FYE March 2016 FYE March 2017 FYE March 2018 FYE March 2019
Number of meetings held 14 times 15 times 15 times 17 times 16 times
Attendance rate 100% 96.3% 96.3% 99.0% 98.4%

* Attendance rates for newly elected directors are calculated based on the number of Board of Directors’ meetings held after they assumed office

So that the directors and corporate auditors fully discharge their duties, the Company holds study meetings to continuously
provide them with information and knowledge related to business activities necessary for management oversight. In addition,
to continuously provide the outside officers with information about SUBARU's management philosophy, corporate culture, and
business environment, etc., the Company provides business reports from the operating divisions and opportunities for plant
tours and has prepared an environment that encourages sharing of information and exchange of ideas among executives.
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Reasons for Appointing the Outside Officers

Outside Directors

Meeting Attendance
(FYE March 2019)
Independent - Significant Concurrent
Name Ofﬁcsﬁ' Status' Reasons for Appointing Bord of Board of g e
Directors Corpf)rate
Auditors
Mr. Shigehiro Aoyama has served in significant posts at Suntory
Holdings Limited. He has abundant experience and broad
knowledge and expertise in business management, as well as )
advanced knowledge in the field of marketing. He has served External Director, )
three years as an independent outside director for the Company Takamatsu Construction
as of the conclusion of the 88th Ordinary General Meeting of Attended Group Co., Ltd.
Shigehiro o Shareholders. During his tenure, Mr. Aoyama has provided 16er 186 - Outside Director,
Aoyama valuable advice on the management of the Company based on meeotings Miraca Holdings Inc.
his abundant experience and extensive khowledge asa busme_ss President, the Distribution
manager as well as his deep insight into corporate social Economics Institute of
responsibility. Therefore, the Company has appointed Mr. Aoyama Japan
with the expectation that he will continue to provide sufficient
advice and oversight of all aspects of the Company’s management
from an independent perspective.
As representative director and senior executive operating
officer of Sumitomo Corporation, Mr. Yasuyuki Abe has been
involved in management in both a supervisory and executional
capacity, possesses extensive experience and knowledge in
business management, and has an advanced understanding of
the IT field. Mr. Abe has served three years as an independent Director of the Board
outside corporate auditor for the Company as of the conclusion (External), Chairman of
Yasuyuki of the 88th Ordinary Geperal Meeting gf Sharehglders. During  Attended = Attended = 4}, Board, JVC KENWOOD
Abe O his tenure, he has supervised the execution of duties conducted 14 of 16 12 of 13 Corporation
by directors, as well as understood the true nature of the meetings = meetings .
problems facing the Company and offered his frank opinions to Advisor, ORANGE AND
senior management in a timely and appropriate manner. PARTNERS CO., LTD.
Therefore, the Company has appointed Mr. Abe with the
expectation that he will provide sufficient advice and oversight
of all aspects of the Company’s management from an
independent perspective when he assumes office as an outside
director of the Company.
Mr. Natsunosuke Yago served successively as president and
representative director and chairman of the Board at Ebara
Corporation, and has extensive experience and knowledge in
Natsunosuke business management. Mr. Yago is especially knowledgeable in President, Ebara ]
Yago O the areas of internal control and governance, and the Company — — Hatakeyama Memorial
Foundation

has appointed him with the expectation that he will provide
sufficient advice and oversight of all aspects of the Company’s
management from an independent perspective when he assumes
office as an outside director of the Company.

In addition to the number of Board of Directors’ meetings shown in the above table, there was one written resolution passed that has been deemed
equivalent to a Board of Directors’ meeting, pursuant to Article 370 of the Companies Act and the Articles of Incorporation.

Outside Corporate Auditors

Independent - Significant Concurrent
Name Officer Status' Reasons for Appointing Positions?
Mr. Shigeru Nosaka has been involved in management in both a supervisory and
exec:lt\on(ajl calpaé\ty as a dlrector and zxecutlve vice presu_dent ano! vice chaC;rrlzwan clgfc;che Vice Chairman of the Board,
Shigeru Board at Oracle Corporation Japan and possesses extensive experience and knowledge Oracle Corporation Japan
Nosaka O in business management. Also, Mr. Nosaka has served as chief financial officer of Oracle | . i
Corporation Japan for many years and has ample knowledge of finance and accounting. (P annegoregrement n
The Company has appointed him with the expectation that he will appropriately perform August 2019)
the duties when he assumes office as of an outside corporate auditor of the Company.
Ms. Kyoko Okada has accumulated extensive experience and knowledge in areas such as
CSR and corporate culture at Shiseido Co., Ltd. and has a career in management auditing Direptor, Japan Cancer
Kvoko as a corporate auditor at Shiseido. Ms. Okada has worked at a company that offers Society
O>I,<ada O numerous products for women, and the Company has appointed her with the expectation Outside Audit & Supervisory

that she will appropriately perform the duties when she assumes office as an outside
corporate auditor of the Company, including providing advice concerning the Company's
challenges from her unique viewpoint as a woman

Board Member, NS
Solutions Corporation

1 Outside directors and outside corporate auditors unlikely to have conflicts of interest with general shareholders as stipulated by the Tokyo Stock Exchange

2 As of June 30, 2019
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Messages from the Outside Directors

Applying External Management Knowledge
as an Advocate for Stakeholders to
Contribute to the Evolution of

Risk Management at SUBARU

Shigehiro Aoyama

Outside Director
Appointed as outside director in June 2016

Initiatives in connection with reform of the Corporate Governance Code have greatly accelerated in recent
years. In particular, companies have been strongly urged to recognize the importance of outside officers. One
factor in this is that shareholders and other stakeholders sense the limitations of the theory that management
knows the industry and company better than anyone else and can run a company on that internal logic. The
kind of governance change that is being called for involves the incorporation of outside management
knowledge and corporate reform plans through the infusion of “outside blood.”

The most important prerequisite for outside directors is independence. Since outside directors have no
relationships of interest or connections to corporate officers with executive functions, they are in a position
to speak their minds without hesitation. Outside directors are expected to say things they consider
beneficial for the company without fear of conflict, even if their opinions differ from views within the
company. In essence, there is a requirement for a governance structure in which officers who are non-
executive directors devote themselves to oversight, and the result of that oversight can be reflected in
resolutions of the Board of Directors.

Outside directors must have a certain level of insight based on previous experience and skills gained as
executives, and be able to offer incisive comments to management as both advocates for all stakeholders,
and importantly, from the perspective of shareholders. For this reason, | consider it important for outside
directors to refine their ability to observe the status of management execution and ask questions to confirm
that it does not unknowingly include any conventional wisdom or risks specific to the company or industry.
Also, since all experience and skill becomes obsolete with the passage of time, insight that relies solely on
one's own experience and skills is dangerous. Qutside directors must refine and update their insight by
recognizing that their skills must be dynamic rather than static.

However, even if outside directors maintain their independence and engage in activities to refine their
insight on corporate value enhancement, it is meaningless if the company does not accept it. | think there
must be a relationship built on trust by which the outside directors express their views based on a sense of
loyalty to the company or, simply, a commitment to increasing corporate value by any means. In addition, the
inside directors must accept those views with humility and endeavor to make changes. Although the most
important mission of outside directors is, of course, to provide oversight of the management of the inside
directors, along with checks and balances, | think that a relationship built on trust between the inside officers
and outside directors is the starting point for corporate governance today.

From my perspective as an outside director, there is no doubt that SUBARU has a corporate culture of
earnestness and sincerity, but | feel that a couple of issues for SUBARU are how little it communicates with
the outside world and how late it has been in addressing certain business challenges that are pertinent to
the times.

SUBARU's entire industry faces today's changes, such as those represented by CASE, and the changing
social needs for mobility. Impelled by a sense of urgency that comes with the shifting industry, it is important
to have a mentality that allows us to speedily embrace the challenge of technological development and
innovation. SUBARU must refine and perfect what it considers its greatest strengths.

SUBARU has evolved top-of-class safety technologies, such as EyeSight, and is enthusiastically committed
to the issue of safety. The aim of eliminating fatal traffic accidents involving SUBARU vehicles by 2030, set
forth in the mid-term management vision, concretely expresses SUBARU's responsibility as a manufacturer.
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I think this is an example of what SUBARU can do to contribute to the creation of a sustainable society.

In closing, | consider risk management to be the single most important aspect of corporate management
today and express this view at every opportunity. Risk management involves recognizing risk factors that the
company faces and always considering countermeasures. As a matter of fact, emphasizing and ensuring
compliance is the most critical requirement for risk management. Like a small leak that sinks a great ship, a
seemingly insignificant compliance violation can bring down a company. Furthermore, a company should
realize that there is risk in simply continuing the conventional ways of thinking about and carrying out
business operations, work practices, and strategy, and that these need to be transformed. It is precisely this
sort of transformation that is the greatest management challenge today, and a company will evolve if they
consider risk management to consist of the continuous probing of its current activities and internal logic.
Therefore, | think that it is more important than ever to bring in outside ideas and outside blood, and that
outside directors have a major role to play.

Applying the Experience Gained through Networking
with a Variety of Industry Sectors for Deeper
company-wide Discussion to Promote the Sustained
Growth of SUBARU and Increase Corporate Added Value

Yasuyuki Abe

Outside Director
Served as outside corporate auditor from June 2016 to June 2019
Appointed as outside director in June 2019

One important role of outside directors is to maximize corporate value from the perspective of shareholders
and other stakeholders. | have been newly appointed as an outside director, but my three years of service as
a SUBARU outside corporate auditor has enabled me to ascertain the company’s current strengths as well as
the challenges it faces. For this reason, | think | will be able to contribute more comprehensively to
discussions about future management challenges and other matters. My previous activities at a trading
company span many years, and | have worked particularly within the global information industry in the fields
of finance, distribution, and in other new businesses. As a matter of course, | feel that | have a slightly
different point of view from SUBARU's inside corporate officers, who have mainly specialized in the
automotive business. In my capacity as an outside corporate auditor, | primarily focused on confirming
whether the company was functioning properly. My standpoint will now change, and as a director | will fulfill
the role of more actively obtaining information from outside sources and feeding it back to the Company.

One issue | have observed at SUBARU is that, although the company sincerely and earnestly deals with
any issues it may have, | feel SUBARU has little contact with other companies in the automotive or other
industries and is seldomly proactive in seeking information from outside sources. There are certainly business
opportunities to be found in the outside world, and it is also important to experience outside stimuli. Even if
the benefits of contact with external parties do not immediately appear, that contact may become the
starting point for diverse ideas. Also, as SUBARU continues its mono-zukuri (car-making) activities, seeing the
world from a broader perspective and thinking flexibly may lead to new businesses. | see no need for
SUBARU to limit and narrowly define its business domains when its business opportunities are limitless.
Since a company is like a living thing, it cannot live long without maintenance. A company that grows will
naturally change, and it must also undergo guided change. | strongly hope that SUBARU will shift its way of
thinking, take advantage of the strengths and potential afforded by its business scale, and continue to take
on challenges even if it means changing its business model. At the same time, | want SUBARU to continue to
honestly pursue the delivery of “Enjoyment and Peace of Mind” to customers, while accelerating its current
activities to become “a company that does the right thing in the right way.” I'm convinced that in so doing,
SUBARU will achieve further development at a new stage.
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My strength as an outside director is the connections | have obtained through networking and interacting
with various industry sectors. | want to share the information | can obtain from those connections to deepen
company-wide discussion in preparation for SUBARU's sustained growth, and contribute to increasing
corporate added value.

Considering Risks and Opportunities from

an Objective, Third-party Perspective and
Contributing to SUBARU’s Sustained Growth through
Discussions at Meetings of the Board of Directors

Natsunosuke Yago

Outside Director
Appointed as outside director in June 2019

| consider it the primary role of outside directors to bring the objective eye of a third party to meetings of
the Board of Directors. Our role is to contribute to correct management decisions by identifying
discussion points that inside directors tend to overlook and expanding the scope of discussion at Board
meetings. The integration of the automotive industry with the information and communication industry is
expected to advance at an accelerated rate due to the introduction of fifth-generation (5G) mobile
communication systems, as well as the development of artificial intelligence. These are expected to give
rise to an unprecedented seismic shift within the automotive industry and | think the Board of Directors
will be required to discuss issues from a more long-term perspective. In such discussions, | want to
consider risks and opportunities from an objective perspective and help guide the Board of Directors to
reasonable conclusions.

When | make decisions as a business executive, | like to emphasize the risks of not taking action. It is
the role of executives to make final decisions on whether or not to do something. Moreover, they are
required to make decisions one after another (and quickly). | consider the risks of not taking action
(problems that will occur because of not taking action), and if | judge that there are no such risks, or that
a problem can be solved using an existing method, | make the decision to not do something. Of course,
if | judge that a significant risk (including loss of opportunities) will occur if no action is taken, | make the
decision to go ahead. Compared to the decision-making approach of considering the benefits and risks
of taking action, | think this makes it easier to narrow down what should really be done. In addition, I'd
like to share two proverbs | have followed in the past when | make business decisions: “First, start from
small things” when beginning a project, and “Fortune is unpredictable and changeable” when a project
has ended. The first saying reminds me to start with what | can do in order to accomplish the final
objective, and the second saying helps me moderate my emotions so that when | evaluate results | am
not carried away by success or excessively discouraged by failure.

| have high expectations that SUBARU will steadily grow as a company by protecting and achieving
wider penetration of its brand image. Rather than aiming for the expansion of scale (sales) or a simple
maximization of (short-term) profit, | think this can be achieved by prioritizing investment in R&D and
human resources in order to increase customer satisfaction. Brand value is not something achieved
overnight, but something built up over a long period of time in the history of a company. SUBARU'’s
brand image in the market (including among the industry, consumers, and investors) is excellent, and the
brand itself increases corporate value. At a time when a major seismic shift is about to occur across the
entire automotive industry, | am convinced that a highly valuable brand image will ensure SUBARU's
existence as a company.
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Policy and Procedure for Determining the Amount of Compensation for
Directors and the Calculation Method

Compensation, etc., of directors is determined in view of the following items.
® Compensation, etc., is at a level commensurate with the roles and responsibilities of directors and is appropriate, fair,
and balanced.
® The compensation structure is determined by giving consideration to providing motivation for sustained improvement
in corporate performance and corporate value and securing talented personnel.
The specific composition of compensation, etc., is as described below. The total amount of compensation and level
of each compensation type are set according to job responsibilities and status as inside or outside director by utilizing
survey data from external specialist organizations and other sources.

Compensation System for Directors (Excluding Outside Directors)

A fixed portion with the specific amount
1. Basic determined based on job position, taking into
compensation consideration elements such as the business

environment ~<———————— Fixed portion 4>‘<7 Performance-linked portion —

A performance-linked portion with the specific

amount determined based on consolidated 1. 2 &
ordinary income for the current fiscal year, taking Basic Shortfterr‘rj Long-term
. Short-term into consideration personnel development and compensation performance-linked  [IEENAES
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In view of the role of outside directors in the monitoring and oversight of management from an independent standpoint,
the Company does not provide short-term performance-linked compensation or long-term incentives to outside directors.

By a resolution passed at the 85th Ordinary General Meeting of Shareholders, held on June 28, 2016, the maximum
total amount of annual compensation, etc., for directors is 1.2 billion yen (including 200 million yen for outside directors).
The maximum total amount of monetary compensation related to long-term incentives is 200 million yen per year, within
the abovementioned limitation. The maximum number of directors provided for in the Company’s Articles of
Incorporation is 15.

The Company has established the Executive Compensation Meeting as a voluntary committee. To ensure fairess and
transparency in decisions on executive compensation, the Executive Compensation Meeting, on the basis of delegation by
the Board of Directors, determines specific compensation amounts, including the compensation system, following
sufficient deliberation by its members, who include the independent outside directors. With regard to revisions of the
compensation system and other matters pertaining to compensation overall, proposals approved by the Executive
Compensation Meeting are deliberated and decided on by the Board of Directors. The Executive Compensation Meeting
is composed of the two representative directors, the director in charge of the Secretarial Office, and the three outside
directors, and is chaired by Representative Director of the Board, Tomomi Nakamura.

In STEP, the mid-term management vision announced on July 10, 2018, the Company set forth a profit plan that
includes operating income of 950.0 billion yen for the three-year period from FYE March 2019 to FYE March 2021. The
Company aims to achieve a ratio of shareholders’ equity to total assets of 50% and to maintain a minimum ROE of 10%
while aiming for ROE of 15% or higher. For FYE March 2019, consolidated ordinary income was 196.2 billion yen, the ratio
of shareholders’ equity to total assets was 53.8% (down 0.4% year on year), and ROE was 9.4%. On the basis of these
results, the Executive Compensation Meeting, under the authority of the Board of Directors, determined the amount of
short-term performance-linked compensation to pay to each director.

By a resolution passed at the 75th Ordinary General Meeting of Shareholders, held on June 27, 2006, the maximum
total amount of annual compensation, etc., for corporate auditors is 100 million yen. An amount determined through
discussion among the corporate auditors based on position, taking into consideration the business environment, is paid as
basic compensation for corporate auditors. The maximum number of corporate auditors provided for in the Company’s
Avrticles of Incorporation is five.
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Total Amount of Compensation by Officer Category,
Total Amount by Compensation Type, and Number of Eligible Officers

Total compensation (millions of yen)

Classification Number Ba'sic' cqmpensation Performance-linked compensation
(Pa'C! in fixed monthly  Short-term performance-linked Long-term
installments) compensation incentives
Directors (excluding outside directors) 9 291 80 51 422
Corporate auditors - o
(excluding outside corporate auditors) 2 56 56
Qutside executive officers 4 46 - - 46
Total 15 393 80 51 524

Note: The above table includes four directors who retired by the last day of FYE March 2019
At the end of FYE March 2019, there were seven directors (including two outside directors) and four corporate auditors (including two outside corporate auditors)

Development of Internal Control Systems

The Company has adopted, by resolution of the Board of Directors, a basic policy on development of a system to ensure
that execution of duties by directors complies with laws and regulations and the Articles of Incorporation, as well as on the
development of other systems stipulated by ordinance of the Ministry of Justice as necessary to ensure the properness of
operations of a stock company and a corporate group consisting of the stock company and its subsidiaries. The Company
plans, develops, and applies revisions to this basic policy as needed.

Status of Auditing by Corporate Auditors

SUBARU's corporate auditors attend meetings of the Board of Directors and other important meetings, inspect business
sites and subsidiaries, interview members of the Internal Audit Department, and audit the execution of duties by directors
and others in accordance with the audit policy and audit plan established by the Board of Corporate Auditors.

(Status of initiatives by the corporate auditors to ensure effectiveness of auditing)

The Company's corporate auditors attend meetings of the Board of Directors, Executive Management Board Meeting,
Compliance Committee, CSR Committee, and other important meetings, express their opinions as necessary, and
ensure the effectiveness of auditing. They also conduct executive interviews with directors and vice presidents, perform
on-site audits of important business sites and affiliated companies, and confirm the status of development and operation
of internal control systems. The corporate auditors receive monthly reports from the Internal Audit Department and
Legal Department and receive reports on the status of subsidiaries from the departments in charge as needed. In
addition, they hold conferences with the corporate auditors of major subsidiaries. The corporate auditors cooperate with
the accounting auditors through quarterly exchanges of information and opinions and discuss the appointments of the
accounting auditors.

Status of Internal Auditing

SUBARU has established the Internal Audit Department as an internal auditing organization and conducts internal audits of
business execution at SUBARU and its domestic and overseas Group companies. At the beginning of the fiscal year, the
department prepares an internal audit plan for the fiscal year that takes into consideration the internal control status of the
Group as a whole and systematically implements the plan. The department prepares and distributes to the directors,
corporate auditors, and concerned parties audit reports on the results of internal audits and reports on a quarterly basis at
the Executive Management Board Meeting.

The Internal Audit Department and corporate auditors work to deepen collaboration and strengthen the auditing
function through monthly internal audit report meetings held by the department and quarterly dialogues about internal
control that include the director in charge of the department. The department and corporate auditors endeavor to
strengthen the auditing function through quarterly information sharing with the accounting auditors.

Policy on Cross-Shareholdings

Regarding major listed stocks held by the Company as cross-shareholdings, each year the Board of Directors examines each
instance of cross-shareholding to determine whether its purpose and the benefits derived from it justify the capital cost. If
the Board of Directors judges that cross-shareholding will contribute to management and business strategies in the medium
and long term, the Company continues to hold the shares. The Company has been steadily reducing cross-shareholdings of
listed shares since the Corporate Governance Code went into effect, and the number of issues was 10 as of March 31, 2019.
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Corporate Governance

Number of Issues of Cross-Shareholdings and Listed Cross-Shareholdings

Total Amount Reported on the Balance Sheet B Total amount reported on the balance sheet (left)
@ Number of issues (right)
FYE March ~ FYE March ~ FYE March ~ FYE March ~ FYE March

Ceitgermy 2015 2016 2017 2018 2019 (Millions of yen) (Issues)
60,000 N 60
ovU
Listed 60 32 30 18 10 \
Number of 50,000 50
issues Unlisted 31 31 32 31 31 \
(Issues) 40,000 38,503 40
Total 91 63 62 49 41
30,000
Listed 38,503 28,238 12,795 8,836 3,138
Amount
reported on Unlisted 552 526 544 535 535
thg balance sheet 12,795
(Millions of yen) Total 39055 28764 13339 9,371 3,673 8,836

(FYE) 2015 2016 2017 2018 2019

Evaluation Results of the Effectiveness of the Board of Directors

In accordance with the Corporate Governance Guidelines, the Company's Board of Directors analyzes and evaluates the
effectiveness of the Board, then considers and implements measures to improve any issues identified. In FYE March 2019, the
Board's analysis and evaluation centered on confirmation of measures to address issues identified in previous evaluations in
addition to fixed-point observation from the FYE March 2018 evaluation. A report on the analysis results follows.

Evaluation and Analysis Methods
Timing of implementation: March 2019
Respondents: All directors and corporate auditors (11 in total, including outside officers)
Implementation procedure: Self-evaluation using a questionnaire prepared by a third-party body

1) A third-party body conducted a self-evaluation questionnaire survey of all directors and
corporate auditors using an anonymous questionnaire.
The third-party body aggregated and analyzed the questionnaire data.
A report received from the third-party body was verified and discussed by the Board of Directors.
Board of Directors’ management structure 2) Board of Directors’ oversight function
Shareholder dialogue 4) Addressing of issues identified in the FYE March 2018 evaluation

2
3
Questionnaire items: 1

3

<z Z = =

Each director performed a self-evaluation by answering questions using a four-point rating scale and provided their own
thoughts on points of excellence relating to SUBARU's Board of Directors and the necessary points to further increase the
Board's effectiveness, before submitting the completed questionnaire directly to the third-party body.

Evaluation Results

The Board of Directors received an evaluation report from the commissioned third-party body as described below.

® As was the case with the evaluation results up to FYE March 2018, it was confirmed that free and open discussion is
conducted from a company-wide perspective at meetings of the Board of Directors.

© On the other hand, the results of this fiscal year's evaluation were generally the same as the previous year or less positive than
the previous year. (Please refer to the aggregated questionnaire responses.) The Board attributes this to increased recognition
of the need for further improvement amid a series of instances of inappropriate conduct and the Company has responded.

e |t was confirmed that there is strong awareness that successor training and information provision to outside officers are
areas in which further improvement and functional enhancement is expected.

Issues Identified in the Previous Fiscal Year’s Evaluation

The Company addressed in FYE March 2019 the following issues identified in the previous fiscal year's evaluation.

1. Reinforcing risk identification and management systems
Efforts to review and reinforce the risk identification and management systems in response to the improprieties have
progressed, and the need to continue such efforts and firmly establish the system was confirmed.

2. Enhancing discussion of medium- to long-term management strategy
There was consensus on the need to further increase opportunities to discuss the Company’s medium- to long-term

vision and business strategy.
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Effective April 1, 2019, the Company newly established the Corporate Planning Division for the purpose of accelerating
management strategy planning and implementation, and the Market Strategy Department and Logistics Management
Department under the Corporate Planning Division. The Company also established the position of Chief Risk Management
Officer (CRMO) for the purpose of enhancing the effectiveness of internal controls and risk management, and the Risk
Management & Compliance Office under the control of the CRMO.

Future Initiatives
In response to the evaluation report received from the third-party body, the Board of Directors verified and discussed
future initiatives. As a result, the Board confirmed that it will continue its efforts to reinforce risk identification, bolster
management systems, and establish a firm foundation for the corresponding practices and enhance discussion of medium-
to long-term management strategy. It also confirmed that it will discuss policy for succession planning and successor
development.

The Board of Directors will improve Board functions, strengthen corporate governance, and promote continuous

enhancement of corporate value by continuing to evaluate its effectiveness.

Aggregated Questionnaire Responses

— FYE March 2018
— FYE March 2019

1-5) Board of
Directors’
contribution

1-4) Board of Directors’
support structure

Questions

Category

Board of Directors’
Management Structure

1-1) Board of Directors’
composition

4.0

1-2) Board of
Directors’
management

1-3) Decision-
making process

1. Board of Directors’ management structure

1) Board of Directors’
composition

Board of Directors’ size

Board of Directors’ Oversight Function and
Shareholder Dialogue

1I-1) Board of Directors’
supervisory function

4.0

1) Shareholder
dialogue

[I-4) Executive
nomination and
compensation

Matters Examined

Board of Directors’ composition
(proportion of inside and outside directors)

1-2) Board of
Directors’ risk
management
systems

0-3) Board of
Directors’
discussion

Board of Directors’ composition
(diversity and specialty)

2) Board of Directors’
management

Frequency, duration, and distribution of meetings

Appropriateness of agenda

Quality and quantity of documents

Timing of document distribution

Pre-meeting explanation

Content of explanations and reports

3) Decision-making process

Chair's leadership

Adequate discussion

4) Board of Directors’
support structure

Environment and systems for providing information

Provision of information to outside directors

Training of outside directors

Training of inside directors

5) Board of Directors’
contribution

Stance toward initiatives

Company-wide perspective

Mutual respect

Diverse values

Stakeholder perspective

II. Board of Directors’ oversight function

1) Board of Directors’
supervisory function

Reporting systems

Supervision of management

2) Board of Directors’
risk management systems

Risk management systems

Subsidiary management systems

Information-sharing on risks and
risk response

Systems for managing progress of
response measures

Thorough awareness of compliance issues

3) Board of Directors’
discussion

Discussion of management strategy

Discussion of capital policy

Discussion of cross-shareholdings

Discussion on strengthening governance

Responses to social and environmental issues

4) Executive nomination and
compensation

Composition of Executive Nomination Meeting and
Executive Compensation Meeting

Successor development

Incentive-based compensation

II. Shareholder dialogue

Shareholder dialogue

Sharing shareholder and investor views

Enhancement of shareholder and
investor dialogue
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The SUBARU Group’s CSR

CSR

The SUBARU Group engages in CSR activities with
the aim of contributing to society through its
business and achieving a sustainable society.

Our Approach to CSR

The world faces a great many social issues and challenges, such as global warming, human rights issues, and an aging and
declining population, and there are rising expectations that corporations will help resolve these issues. Initiatives to
address a variety of social issues are required in the SUBARU Group's business domains, such as efforts to reduce
environmental impact, prevent traffic accidents, and alleviate traffic congestion.

Therefore, as a corporate citizen we not only develop, manufacture, and sell products with outstanding safety and
environmental performance and quality, but we also engage in CSR activities to meet the needs of society and address
social challenges. The automotive industry has entered a once-in-a-century transition period and the social environment is
constantly changing. We consider it necessary to promote and ensure the penetration of CSR initiatives on a Group-wide,
global scale to contribute to society through our businesses and meet stakeholder expectations and demands. To that
end, in FYE March 2019 we reviewed the Eight CSR Action Items and newly defined Six Priority Areas for CSR.

By applying the thought process behind the Six Priority Areas for CSR to how we conduct business, we will fulfill our
social responsibilities as a corporation and continue to provide “Enjoyment and Peace of Mind” to our customers and other
stakeholders. In so doing, the SUBARU Group will become a corporate group trusted by society and contribute to the
creation of a more affluent, sustainable society as a truly global company.

SUBARU Group’s
Six Priority Areas for CSR

People-oriented Enjoyment
Car Culture and Peace of Mind

Management i -
philosophy esonance

and Coexistence

Realization of
a sustainable society

Automobiles
Peace of Mind.

presence built upon Diversity Aerospace
.'it's_l:_l.; rst!

Environment

Social contribution
Compliance

CSR Policy (Revised in June 2009)

1. We respect the laws and regulations, human rights, international standards of behavior and the rights and morals of
stakeholders under our Corporate Code of Conduct.
2. We become involved as a corporate citizen in addressing social issues facing society today.

41 | Annual Report 2019



The Process of Formulating the Six Priority Areas for CSR

In conjunction with STEP, the mid-term management vision, the SUBARU Group has reviewed the previous Eight CSR
Action Items and newly selected Six Priority Areas for CSR: people-oriented car culture, resonance and coexistence, peace
of mind, diversity, environment, and compliance.

In selecting the priority areas, we first identified 41 CSR priority topics for which social needs were high and then
conducted a questionnaire survey of experts and investors in North America and Japan. Finally, we considered CSR from
two perspectives: areas for contributing to society by taking advantage of business strengths, and areas for meeting the
expectations of society. As a result, we selected people-oriented car culture, resonance and coexistence, peace of mind,
and diversity as areas for contributing to society by taking advantage of business strengths. We selected peace of mind,
diversity, environment, and compliance as areas for meeting the expectations of society. Although peace of mind and
diversity overlap, we selected peace of mind because it is an area in which the needs of 