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Corporate Governance

Basic Policy

SUBARU has articulated the vision “Delivering happiness to
all” and works on the enhancement of corporate governance
as one of the top priorities of management in order to gain
the satisfaction and trust of all its stakeholders by achieving
sustainable growth and improving its corporate value in the
medium and long term based on the Corporate Statement

outlined below.

{Vision) Delivering happiness to all

{Value statement »
"Enjoyment and Peace of Mind”

{ Corporate statement »
We aim to be a compelling company with a strong
market presence built upon our customer-first
principle.

SUBARU clearly separates the function of decision making and the
oversight of corporate management from that of the execution of
business operations, and aims to realize effective corporate
management by expediting decision making. In addition, SUBARU
seeks to ensure proper decision making and the oversight of
corporate management and the execution of business operations
as well as enhance its risk management system and compliance
system through the monitoring of its management and operations
and advice provided by outside officers. We also implement
proper and timely disclosure of information in order to improve
the transparency of management.

SUBARU has created the Corporate Governance Guidelines
with the objective of clarifying the basic concept, framework,

and operating policy of its corporate governance.
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History of Initiatives to Strengthen Governance
2010 2011 2012 2013 2014 2015

1999 Adopted a corporate vice president system
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2016 2017 2018 2019 2020 2021

2003 Reduced length of director terms from two years to one year

Increasing

transparency 2007 Abolished executive officer retirement bonus system

of management

Established Corporate Governance Guidelines

Abolished senior advisor system

Independent outside 2 3 3
director: L2 |
Ratio of outside directors:
one third or more
Strengthening
of oversight ‘ )
functions | Female dlrector
Independent outside 2
corporate auditor: 1 ! !
Female corporate auditor
2004 Established Executive Nomination Meeting
2004 Established Executive Compensation Meeting
Objective and S ! ; :
utside directors . ;
transparent participating: 2= ! 3 3 ‘
procedures | ‘ ‘
Ratio of outside
directors:
one half or more
Initiatives to Introduced restricted stock compensation plan
enhance ! ‘ ‘ '

corporate value
over the medium
to long term

Reduction of cross-shareholdings

60issues 32issues 30issues 18issues 10issues 4issues 2 issues

Appropriate
function of the Board
of Directors

Start of evaluation of the effectiveness of the Board of Directors
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Management System

SUBARU has chosen a company with a board of corporate
auditors as its corporate governance structure. The Board of
Directors decides and supervises the execution of important
business, and the Board of Corporate Auditors audits the
execution of duties by directors. The structure enables us to
achieve sounder, more efficient business operations through
increased effectiveness of management monitoring by involving
independent outside directors and outside corporate auditors.
In addition, in order to enhance the practical governance
structure based on the ongoing organizational design, we have
established two voluntary meetings: the Executive Nomination
Meeting and Executive Compensation Meeting.

With regard to the business operation system, SUBARU 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, SUBARU 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.

Board of Directors

The Board of Directors ensures fairness and transparency by
performing the oversight function for overall management and
makes the best decisions possible for the Company through
appointment, evaluation and resolution regarding the
compensation of its CEO and other management team members,
the assessment of material risks faced by the Company and the

Corporate Governance Structure

General Meeting of Shareholders
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development of measures to deal with such risks, and decisions
on the execution of important business of the Company. The
Board takes these actions in the interest of effective corporate
governance as well as sustainable growth and improvement of
corporate value over the medium to long term. The Board of
Directors consists of a maximum of 15 members, from within and
outside of the Company, in accordance with the Articles of
Incorporation. It is now composed of nine directors, including
three outside directors, which was approved at the 90th Ordinary
General Meeting of Shareholders held in June 2021. The
Chairman of the Company chairs meetings of the Board of
Directors. Meetings of the Board of Directors were held 12 times
in FYE March 2021 (in addition to these, 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).

Board of Directors’ Meeting Participation Rate
(FYE March)

Category 2017 2018 2019 2020 2021
Number of meetings held 15 17 16 13 12
99.0% 98.4%  100.0%  100.0%

Attendance rate 96.3%

* In addition to the number of Board of Directors’ meetings shown in the above table,
there was one written resolution passed in FYE March 2019, two in FYE March 2020
and one in FYE March 2021 that have been deemed equivalent to a Board of
Directors’ meeting, pursuant to Article 370 of the Companies Act and the Articles of
Incorporation. Attendance rates for newly appointed directors are calculated based on
the number of Board of Directors’ meetings held after their appointment.
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Board of Corporate Auditors

The Board of Corporate Auditors, as an independent
organization entrusted by shareholders, is responsible for
ensuring the sound and sustainable growth of SUBARU and
establishing a high-quality corporate governance system

that can be trusted by society by performing audits of the
execution of duties by directors, passing resolutions on the
contents of proposal items regarding the appointment and
dismissal, or non-reappointment, of accounting auditors that
are to be submitted to the General Meeting of Shareholders,
and performing business audits, accounting audits and

other matters prescribed by laws and regulations. The body
consists of a maximum of five members in accordance with
the Articles of Incorporation. It is now composed of four
corporate auditors, including two outside corporate auditors,
which was approved at the 90th Ordinary General Meeting of
Shareholders held in June 2021. The body is chaired by the
standing corporate auditor. In FYE March 2021, 12 meetings of
the Board of Corporate Auditors were held.

Executive Nomination Meeting

To ensure the fairness and transparency of decisions on
executive appointment, the Executive Nomination Meeting
submits to the Board of Directors proposals of nomination

of candidates for directors and corporate auditors and the
appointment/dismissal of the CEO or corporate vice presidents
approved following full deliberation by committee members.
The Board of Directors then deliberates and resolves these
proposals. For nominating candidates for corporate auditors,
the Meeting seeks to obtain approval from the Board of
Corporate Auditors. The Executive Nomination Meeting
consists of three outside directors and two internal directors.
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The body is chaired by the chairman of the Board of Directors.
The Executive Nomination Meeting was held once in FYE
March 2021, and submitted reports on the executive structure
and appointments, the division of duties of executives, and the
appointment of representatives of major subsidiaries.

Executive Compensation Meeting

To ensure objectivity and transparency in decisions on
compensation for directors, the Executive Compensation
Meeting, on the basis of delegation by the Board of Directors,
determines individual compensation amounts per director

and other issues. Where matters concern the executive
compensation system in general, such as its revision, the Board
of Directors deliberates on proposals approved by the Executive
Compensation Meeting and decides on them by resolution.
The Executive Compensation Meeting consists of three outside
directors and two internal directors. The body is chaired by the
chairman of the Board of Directors.

The Executive Compensation Meeting was held five times
in FYE March 2021, and formulated policy for determining
details of compensation for individual directors and deliberated
on compensation systems, while deciding on performance-
linked compensation for directors (except for outside directors)
and corporate vice presidents based on evaluations and the
amount of compensation claims in respect of restricted stock
compensation for each individual recipient.
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Directors/Auditors (As of June 23, 2021)
Total Board of Executive Executive T A G il
. Board of N ¢ .
Name Position Female Term Yearsf of Directors” Corgorat.e ! Euly Bensa (EreaTite Technology Manufacturing Sales Global Finance Corporate T
Service Auditors Meeting Meeting X u v Development Procurement Marketing (CFO experience) ESG
experience)
. Representative Director, 3
Tomomi Nakamura President and CEO years @) O O [ ] ([ (] [ ]
Kazuo Hosoya Director, Chairman yezars O ©) O [ J [ ] [
Katsuyuki Mizuma Director, Executive Vice President, Newly o PY P
CFO and CRMO appointed
. Director, 3
Tetsuo Onuki Executive Vice President years O L4 L4 ®
. Atsushi Osaki Director, 1 Newly
Directors Executive Vice President year  appointed O L4 L4
Fumiaki Hayata Director, Newly
Executive Vice President appointed O L ® ®
Yasuyuki Abe Independent Outside Director yezars @) O O [ ) ([ J ([ J [ ]
Natsunosuke Yago Independent Outside Director yezars O @) O [ ) [ ) [ ) ([ J [ ]
Miwako Doi Independent Outside Director PAq y;ar @) O O [ ] [
Yoichi Kato . . Newly
Standing Corporate Auditor sppointed O O [ ] (] [ ]
Hiromi Tsutsumi Standing Corporate Auditor pie y;ar O @) ([ J (]
Corporate 4
Auditors years
. Independent Outside 2
Shigeru Nosaka Corporate Auditor years © © * °
Independent Outside 2
Kyoko Okada Corporate Auditor * years O O L 1

*© and O indicate attendance of the chairman and other members, respectively

Note: The list above does not cover the entire scope of knowledge held by the Directors and Corporate Auditors.
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Approach to the CEO Succession Plan

SUBARU recognizes that decision making regarding top
management changes and successor selection may have a
critical influence on corporate value. Therefore, in order to
ensure a successful succession at the right timing, we invest
substantial time and resources to carefully develop and
implement succession plans.

In order to hand over the business to the right person, the
Board of Directors, as part of its essential duties, develops
succession plans that can convince all stakeholder groups. To
ensure objectivity and transparency in the process for deciding
on the replacement and selection of the CEO, the Board of
Directors appropriately supervises the preparation of proposals
by the current CEO through discussions at the Executive
Nomination Meeting.

To be able to implement succession plans appropriately, the
CEO begins to prepare for selection and development of his/
her successor candidates independently upon assuming office.
Key processes for this purpose include providing information
on candidates to outside directors on an ongoing basis,
particularly by enabling the directors to monitor the candidates
in person continuously in day-to-day business settings, as a
measure to ensure appropriate and timely evaluation and
selection down the road.

The Board of Directors and Executive Nomination Meeting meet
on a regular basis to review the list of essential qualities and skills
required of the CEO, which may include removing and adding
items, in consideration of perception of current trends, changes
in the business environment surrounding the company, and the
future direction of the Group's business strategies.

Environment Social
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To ensure the objectivity of the successor selection process
and increase the effectiveness of its supervision by the Board of
Directors and Executive Nomination Meeting, it is important to
have effective selection criteria in place, particularly for use by
outside directors. Based on this view, SUBARU has established
two sets of criteria: “Abilities required of the Subaru Group's
CEO” and "Five key qualities required of the Subaru Group's
CEO." These criteria serve as a guide for evaluating candidates
in light of quality, competency, experience, track record,
specialized expertise, personality and other factors, which have
been discussed and decided on by the Board of Directors and
Executive Nomination Meeting.

GRI Content Index/
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Abilities required of the CEO

The Subaru Group’s CEO must be able to: properly
understand the business environment surrounding
SUBARU, its corporate culture and philosophy, business
growth stages, and medium to long-term management
strategies and challenges; facilitate collaboration
appropriately with various stakeholders; and lead

all executives and employees to work together to

maximize corporate value.

Five key qualities required of the CEO

1. Integrity

2. Broad perspective

3. Character

4. Tireless spirit or revolutionary leadership skills

5. Person of action

SUBARU CORPORATION
«[5]» 127
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Executive Officer Training

Category Training Policy/ Major Ongoing Programs
SUBARU provides its directors and corporate auditors on an ongoing basis with information and knowledge regarding its business activities that is necessary for them to fulfill their responsibilities to oversee and audit the
Directors management.
Corgirate o Refresher courses focusing on information regarding the Companies Act and other laws and regulations related to corporate governance
auditors

e Participation in seminars and programs hosted by government agencies, Japan Federation of Economic Organizations, Japan Association of Corporate Directors, Japan Audit & Supervisory Board Members Association, etc.

Qutside directors
Outside corporate
auditors

SUBARU provides its outside officers on an ongoing basis with information relating to the company’s corporate statement, corporate culture, business environment and other matters, mainly through arranging appropriate
opportunities, such as operations briefings from business divisions and factory tours, as well as creating an environment for officers to share information and exchange opinions more easily.

® The following programs are provided to outside Board members at the time of appointment and subsequently to keep them updated

- Opportunities for discussions with and briefings from responsible vice presidents about the corporate statement, corporate culture, business environment, and the performance, situation and issues of each business division/
department

- Inspection tours at manufacturing/R&D/distribution sites

- Discussions with directors and corporate auditors on management issues

- Social gatherings with directors and corporate auditors

- Participation in company-wide business events, such as improvement activity debriefing sessions

Vice presidents

SUBARU gives vice presidents similar opportunities as those given to directors and auditors, for the purpose of developing human resources to lead its management in the future.

® Participation in external programs aimed at fostering the mindset required for executive management and motivating self-improvement actions

e Lectures by invited experts in specified topics to share and increase literacy in the related field (legal affairs, compliance, IT, the SDGs, media response, etc.)

o Strategy building camps for all vice presidents

® Recommendation and support for participation in appropriate external seminars and programs

*Expenses to be incurred for offering the above training to directors and corporate auditors, including outside officers and vice presidents are borne by the company.

Category

Programs Provided in FYE March 2021

All executives
(including outside
officers)

e Newly appointed vice presidents participated in different three-day external seminar programs

e Classroom lectures by invited experts were held for all executives to discuss management issues

¢ Seminars by invited experts in specified topics, including about the Companies Act, were offered via on-demand streaming

e In-house presentations and exhibits were held to present information to all executives about future technologies and quality solutions

e e-Learning programs about the SDGs were held in lesson and test formats using our website

Outside directors
Outside corporate
auditors

* Operations briefings offered by vice presidents and others, and related discussions were held 21 sessions in total, with participation from newly appointed outside directors

* Newly appointed outside directors visited three different manufacturing sites (plants, offices) for inspection tours

e Two outside corporate auditors visited five Group companies in Japan for inspection tours

e The entire Board membership (nine directors and four corporate auditors) attended two semi-annual management discussion and social gathering events

e Outside directors and corporate auditors participated in external exhibitions
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Directors, Auditors, and Executive Officers s of sune 23, 2021)

Directors of the Board

Apr. 1982
Jun. 2004
Apr. 2011
Jun. 2011

Tomomi Apr. 2013

Nakamura

Representative Director, Apr. 2014

President and CEO (Chief

Executive Officer)

Year of Birth: 1959 (male)  Apr. 2016
Apr. 2018
Jun. 2018
Apr. 1984
Apr. 2006
Sep. 2008
Apr. 2014

. Apr. 2016

Tetsuo Onuki

Diref:tor, Executive Vice Apr. 2018

President

Year of Birth: 1960 (male)
Jun. 2018
Apr. 2019
Apr. 2020

Joined the Company

General Manager of Marketing Planning Department,
Subaru Japan Sales & Marketing Division

Vice President, Senior General Manager of Strategy
Development Division and General Manager of
Corporate Planning Department

Vice President, Chief General Manager of Strategy
Development Division and General Manager of
Corporate Planning Department

Vice President, Senior General Manager of Subaru Global
Marketing Division, Subaru Overseas Sales & Marketing
Division 1 and Overseas Sales & Marketing Division 2
Senior Vice President, Chief General Manager of Subaru
Overseas Sales & Marketing Division 1

Chairman and CEO (Chief Executive Officer), Subaru of
America, Inc.,

Executive Vice President, Chief General Manager of
Subaru Overseas Sales & Marketing Division 1
Chairman and CEQ, Subaru of America, Inc.,
Executive Vice President

Representative Director, President and CEO (to the
present)

Joined the Company

General Manager of Design Department, Subaru
Product & Portfolio Planning Division

General Manager of Body Design Department,
Subaru Engineering Division

Vice President, Senior General Manager of Subaru
Engineering Division and General Manager of Body
Design Department, Subaru Engineering Division
Senior Vice President, Chief General Manager of
Subaru Engineering Division 1 and Subaru Technical
Research Center

Executive Vice President, CTO (Chief Technology
Officer), Chief General Manager of Engineering
Management Division and Engineering Division 1
Director, Executive Vice President, CTO, Chief
General Manager of Engineering Management Division
Director, Executive Vice President, CTO

Director, Executive Vice President, Chief General
Manager of Purchasing Division (to the present)

Kazuo Hosoya

Director,
Chairman

Year of Birth: 1957 (male)

ey
Atsushi Osaki

Director, Executive Vice
President

Year of Birth: 1962 (male)

Apr. 1982
May 2006
Jan. 2009

Jun. 2010
Apr. 2012

Apr. 2014

Apr. 2015
Apr. 2016
Mar. 2018
Apr. 2018
Dec. 2018
Jan. 2019

Jun. 2019

Apr. 2020

Apr. 2021
Jun. 2021

Apr. 1988
Apr. 2007

Jun. 2011
Apr. 2016
Apr. 2017

Apr. 2018

Jan. 2019

Apr. 2019

Apr. 2020

Apr. 2021

Jun. 2021

Joined the Company

General Manager of Corporate Planning Department
Senior General Manager of Subaru Japan Sales &
Marketing Division

President, Tokyo Subaru Inc.

Vice President, General Manager of Human Resources
Department

Senior Vice President, General Manager of Human
Resources Department and Career Support Office
President, Subaru Bloom Co. Ltd.

Senior Vice President, Chief General Manager of
Subaru Japan Sales & Marketing Division

Executive Vice President, Chief General Manager of
Subaru Japan Sales & Marketing Division

Retired as Executive Vice President

President, Tokyo Subaru Inc.

Retired as President of Tokyo Subaru Inc.

Deputy President, Chief General Manager of Subaru
Manufacturing Division and Gunma Plant
Representative Director, Deputy President, Chief
General Manager of Subaru Manufacturing Division
and Gunma Plant

Representative Director, Deputy President, Chief
General Manager of Subaru Manufacturing Division
Representative Director, Chairman

Director, Chairman (to the present)

Joined the Company

General Manager of Subaru Product & Portfolio
Planning Division

General Manager of Engineering Administration
Department, Subaru Engineering Division

Vice President, Senior General Manager of Subaru
Quiality Assurance Division

Vice President, Chief General Manager of Subaru
Quiality Assurance Division

Senior Vice President, CQO (Chief Quality Officer),
Chief General Manager of Subaru Quality Assurance
Division

Senior Vice President, CQO, Chief General Manager
of Quality Assurance Division and Customer Service
Division

Executive Vice President, CQO, Chief General
Manager of Quality Assurance Division

Executive Vice President, CQO, Chief General Manager
of Quality Assurance Division, General Manager of
Quality Assurance Management Office

Executive Vice President, Chief General Manager of
Subaru Manufacturing Division

Director, Executive Vice President, Chief General
Manager of Subaru Manufacturing Division

(to the present)

GRI Content Index/
TCFD Content Index

Katsuyuki
Mizuma

Director,
Executive Vice President,
CFO and CRMO

Year of Birth: 1960 (male)

Fumiaki Hayata

Director, Executive Vice
President

Year of Birth: 1964 (male)

Apr. 1984
Apr. 2012

Apr. 2014
Oct. 2015

Apr. 2016

Apr. 2017

Apr. 2018

Apr. 2020

Apr. 2021
Jun. 2021

Apr. 1986
Apr. 2007

Apr. 2015

Apr. 2017
Apr. 2019

Apr. 2020

Jun. 2021

SUBARU CORPORATION
Sustainability Report 2021

Joined The Industrial Bank of Japan, Ltd.

Executive Officer, General Manager of Asia &
Oceania Division, Mizuho Corporate Bank, Ltd.
Managing Executive Officer, Head of Asia & Oceania
excl. East Asia, Mizuho Bank, Ltd.

Managing Executive Officer, Mizuho Financial Group,
Inc. (concurrent post)

Joined the Company, Senior Vice President, Senior
General Manager of Subaru Overseas Sales &
Marketing Division 2

Senior Vice President, Chief General Manager of
Overseas Sales & Marketing Division 2

Executive Vice President, Chief General Manager of
Overseas Sales & Marketing Division 1 and Overseas
Sales & Marketing Division 2

Executive Vice President, Chief General Manager of
Overseas Sales & Marketing Division 2

Executive Vice President, CFO and CRMO

Director, Executive Vice President, CFO and CRMO
(to the present)

Joined the Company

General Manager of Purchasing Planning
Department, Subaru Purchasing Division

Vice President, Senior General Manager of

Subaru Overseas Sales & Marketing Division 1
General Manager of North America Sales &
Marketing Department

Senior Vice President, General Manager of Corporate
Planning Department

Senior Vice President, Chief General Manager of
Corporate Planning Division

Executive Vice President, Chief General Manager of
Overseas Sales & Marketing Division 1, Chairman and
CEO, Subaru of Indiana Automotive, Inc.

Director, Executive Vice President,

Chief General Manager of Overseas Sales &
Marketing Division 1, Chairman and CEO, Subaru of
Indiana Automotive, Inc. (to the present)

«[5] > 129
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Apr. 1977
Jun. 2002

Apr. 2005

Jun. 2009

Yasuyuki Abe

Independent Outside
Directorr

Apr. 2010

Apr. 2011
Year of Birth: 1952 (male)

Apr. 2013

Jun. 2015
Jun. 2016

Jun. 2018
Jun. 2019
Jun. 2019

Corporate Auditors
Apr. 1983

Jul. 2010
Aug. 2011
Sep. 2012
Dec. 2012
Jun. 2013

Yoichi Kato

Standing Corporate Auditor
Year of Birth: 1959 (male)

Oct. 2014
Apr. 2015
Apr. 2016
Apr. 2017

Jun. 2017

Apr. 2018
Oct. 2018
Apr. 2019

Apr. 2021
Jun. 2021

Apr. 1982
Sep. 2004
Apr. 2006
Oct. 2011
Oct. 2012

Apr. 2015

Kyoko Okada

Independent Outside
Corporate Auditor

Year of Birth: 1959 (female)

Jun. 2015
Mar. 2019

Jun. 2019

The Subaru Group's
CSR

Environment

Joined Sumitomo Corporation

President and Representative Director, Sumisho
Electronics Co., Ltd. (currently SCSK Corporation)
President and Representative Director, Sumisho
Information Systems Co., Ltd. (currently SCSK
Corporation)

Representative Director, Managing Executive Officer,
General Manager of Financial & Logistics Business
Unit, Sumitomo Corporation

Natsunosuke

Representative Director, Managing Executive Officer,

General Manager of New Industry Development & Y

Crossfunction Business Unit, Sumitomo Corporation ago
Representative Director, Senior Executive Operating Independent Outside
Officer, General Manager of New Industry Direftor

Development & Crossfunction Business Unit and
Finance Department, Sumitomo Corporation
Representative Director, Senior Executive Operating
Officer, General Manager of Corporate Planning and
Coordination Department, Sumitomo Corporation
Advisor, Sumitomo Corporation

Independent Outside Corporate Auditor, Subaru
Corporation

Retired as advisor at Sumitomo Corporation

Retired as Independent Outside Corporate Auditor

Independent Outside Director, Subaru Corporation (to
the present)

Year of Birth: 1951 (male)

Joined the Ministry of International Trade and Industry
(MITI), Japanese government (currently Ministry of
Economy, Trade and Industry)

Director-General, Chubu Bureay of Economy, Trade and
Industry, Ministry of Economy, Trade and Industry
Director-General, Business Environment Department,
Small and Medium Enterprise Agency, Ministry of
Economy, Trade and Industry

Councillor, Cabinet Secretariat (National Strategy Office)
Deputy Director-General for Polic¥ Evaluation, Minister's
Secretariat, Ministry of Economy, Trade and Industry

Director-General for Regional Economic and Industrial i i
Policy, Ministry of Econ%my, Trade and Industry Hiromi .
Joined the Company as a Vice President Tsutsu mi

Vice President, General Manager of External Relations Department

Social

Apr. 1977
Jun. 2002
Apr. 2004

Jun. 2004
Apr. 2005

Jun. 2005
Apr. 2006
Apr. 2007

May 2007

Jul. 2009
Apr. 2013

Mar. 2019
Jun. 2019

Apr. 1980
Jun. 2002

Jun. 2006
Apr. 2013

Apr. 2015

Apr. 2017

Senior Vice President, General Manager of Extemal Relations Department ~ Standing Corporate Auditor  Apr. 2020

Senior Vice President, General Manager of External Relations
Department, Chief General Manager of Corporate
Administration Division

Director, Senior Vice President, General Manager of External
Relations Department, Chief General Manager of Corporate
Administration Division

Director, Executive Vice President, General Manager of Legal Department
Director, Executive Vice President

Director, Executive Vice President, CRMO (Chief Risk
Management Officer)

Director, Executive Vice President
Standing Corporate Auditor (to the present)

Year of Birth: 1957 (female)

Joined Shiseido Co., Ltd.

CSR Department

Corporate Culture Department

General Manager of Corporate Culture Department
General Manager of Corporate Culture Department
and project leader for compilation of the 150-year
history

General Manager of Executive Section, General
Affairs Department

Audit & Supervisory Board Member (standing)
Retired as standing Audit & Supervisory Board
Member

Independent Outside Corporate Auditor, Subaru
Corporation (to the present)

Jun. 2020

Governance
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Joined Ebara Corporation

Executive Officer, Ebara Corporation

Senior Executive Officer, General Manager of
Precision Machinery Department, Ebara Corporation,
Chairman and Representative Director, Ebara
Precision Machinery Europe GmbH, Chairman and
Representative Director, Ebara Technologies Inc.,
Chairman, Shanghai Ebara Precision Machinery Co.,
Ltd.

Director, Ebara Corporation

Director, Ebara Corporation, Chairman, Ebara-
Densan Taiwan Manufacturing Co., Ltd.

Director, President, Precision Machinery Company,
Director, Fujisawa Plant

Director, Managing Executive Officer, President of
Precision Machinery Company, Ebara Corporation
President and Representative Director, Ebara
Corporation

President and Representative Director, General
Manager of Internal Control Promotion Division,
Ebara Corporation

President and Representative Director, General
Manager of Internal Control Division, Ebara Corporation
Chairman, Ebara Corporation

Retired as Chairman, Ebara Corporation
Independent Outside Director, Subaru Corporation (to
the present)

Joined the Company

General Manager of Corporate Communications
Department

General Manager of Subaru Product Planning Department,
Subaru Product & Portfolio Planning Division

Vice President, Chief General Manager of Subaru
Customer Center

Vice President, General Manager of Human
Resources Department and President of Subaru
Bloom Co., Ltd.

Senior Vice President, General Manager of Human
Resources Department

Senior Vice President

Standing Corporate Auditor (to the present)

GRI Content Index/
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Miwako Doi

Independent Outside
Director

Year of Birth: 1954 (female)

Shigeru Nosaka

Independent Outside
Corporate Auditor

Year of Birth: 1953 (male)

Apr. 1979

Jul. 2005
Jul. 2006
Jul. 2008

Jun. 2014
Jun. 2020

Apr. 1976
Dec. 1989
Mar. 1996
Nov. 1996

Apr. 2002
Aug. 2002
Jun. 2004

Nov. 2005
Oct. 2007
Aug. 2008

Jun. 2011
Aug. 2018
Jun. 2019

Aug. 2019

SUBARU CORPORATION
Sustainability Report 2021
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Joined the Integrated Research Institute (currently
Corporate Research & Development Center), Tokyo
Shibaura Electric Corporation (currently Toshiba
Corporation)

Senior Fellow, Human Centric Laboratory, Corporate
Research & Development Center

Senior Fellow, Corporate Research & Development
Center

Chief Fellow, Corporate Research & Development
Center

Retired from Toshiba Corporation

Independent Outside Director, Subaru Corporation
(to the present)

Joined Marubeni Corporation

Joined Apple Computer Japan

Joined Allergan plc

Joined Japan Communications Inc., Senior Executive
Officer and CFO

Joined Oracle Corporation Japan, Vice President
under direct control of CEO, Financial Affairs
Director, Senior Executive Officer and CFO
Director, Executive Vice President, CFO, Finance/
Infrastructure Development/Application IT, Director
of Finance

Retired from Oracle Corporation Japan

Executive Vice President, CFO, Finance, IT and
General Affairs, Director of Finance, Oracle
Corporation Japan

Director, Senior Corporate Executive Officer, CFO,
Finance, Facility, IT, Internal Audit

Director, Executive Officer Deputy President, CFO
Director, Deputy Chairman

Independent Outside Corporate Auditor, Subaru
Corporation (to the present)

Retired as Deputy Chairman at Oracle Corporation
Japan
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Executive Officers *Concurrently serve as a Director

General Manager of Investor Relations Department and General Administration

Chairman Kazuo Hosoya* Secretarial Office, Human Resources Department Vice President  Yasushi Nagae Department, Corporate Communications Department and Sustainability
Promotion Department
President Tomomi Nakamura* CEO (Chief Executive Officer) Vice President  Takeshi Seiyama Chief General Manager of Parts & Accessories Division

Aerospace Company, Quality

Executive Vice
President

Katsuyuki Mizuma*

CFO (Chief Financial Officer), CRMO (Chief Risk Management Officer)
Finance & Accounting Department

Vice President

Tatsuya Okuno

Chief General Manager of Customer Service Division

Executive Vice
President

Tetsuo Onuki*

Chief General Manager of Purchasing Division,
Product & Portfolio Planning Division

Vice President

Tamotsu Inui

Chief General Manager of Cost Planning & Management Division,
Senior General Manager of Corporate Planning Division

Executive Vice
President

Atsushi Osaki*

Chief General Manager of Manufacturing Division,
China Project Office

Vice President

Hiroshi Wakai

Company Vice President of Aerospace Company

Executive Vice
President

Fumiaki Hayata*

Chief General Manager of Overseas Sales & Marketing Division 1,
Chairman and CEO of SIA'

Vice President

Kazuhiro Abe

Chief General Manager of Product & Portfolio Planning Division

Executive Vice

CIO (Chief Information Officer)

. Takuji Dai Chief General Manager of IT Strategy Division, Vice President  Hiroshi Watahiki Senior General Manager of Engineering Division

President X B L
Senior General Manager of Corporate Planning Division

Senior Vice L. . . . . . Senior General Manager of Overseas Sales & Marketing Division 1,
President Shoichiro Tozuka Company President of Aerospace Company Vice President  Tadashi Yoshida Executive Vice President of SOA? SCF, NASI*
Senior Vice bavashi | f Vice President  Ryota Fukumizu President and COO of SIA'
President Tatsuro Kobayashi General Manager of Human Resources Department Yy
Senior Vice ) Senior General Manager of Manufacturing Division, ) ) o General Manager of External Relations Department,
President Eiji Ogino Chief General Manag%r of Gunma Plant ? Vice President  Shinichi Murata Risk Management Group, Intellectual Property Department

; ; ) . S Senior G M f Engi ing Division,
|§f:slicére\g§e Jinya Shoji Chief General Manager of Overseas Sales & Marketing Division 2 Vice President  Kazuki Uejima Geerl:grral ;\e/lr;enrsgera&ag_le_rocl)s Or;fgi;ér;eermg wsien

i i 1 Subaru of Indiana Automotive, Inc.
gf:slge\gfe Yoichi Sato Chief General Manager of Japan Sales & Marketing Division 2 Subaru of America, Inc.

: : : 3 Subaru Canada, Inc.
Senior Vice . . CQO (Chief Quality Officer) . o 4 North American Subaru, Inc.
President Osamu Eriguchi Chief General Manager of Quality Assurance Division,
reside General Manager of Quality Assurance Management Office
E’emQr Vice Tomoaki Emori Chief General Manager of Corporate Planning Division
resident

Senior Vice Tetsuo Fuiinuki CTO (Chief Technology Officer)
President ! Chief General Manager of Engineering Division and Technical Research Center
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Outside Directors/Outside Corporate Auditors

Nomination Criteria
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 The outside directors are expected to perform a monitoring function independent from the management team and provide appropriate advice on the management of SUBARU on the basis of wide range of sophisticated knowledge.

 The outside corporate auditors are expected to perform a management oversight function independent from the management team and undertake their role of auditing from the viewpoint of legality and appropriateness on the basis of broad and advanced knowledge.
® SUBARU has established criteria for independence of outside officers in addition to the criteria for independence established by the Tokyo Stock Exchange, and appoints outside directors and outside corporate auditors who meet those criteria.

Reasons for Appointing the Outside Officers and Major Activities

Indenend Meeting Attendance
Name “(;:fei:eint Reasons for Appointin (FYE March 2021) Significant Concurrent Positions
i PP 9 Board of Board of (As of June 30, 2021)
tatus 5 Corporate
Directors Auditors
As representative director and senior managing executive 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
v ] has served three_ years as an independent outside corporate auditor for the Comp.any since June 2016. During hlsktenure, he_ has superws_ed the execution of dyt\es Attended 12 Advisor, ORANGE AND PARTNERS CO., LTD.
asuyuki Abe O conducted by directors, as well as understood the true nature of the problems facing the Company and offered his frank opinions to senior management in a timely of — Outside Director. HOYA Corooration
and appropriate manner. In June 2019, Mr. Abe was appointed to the position of independent outside director and has been providing beneficial advice to the 12 meetings ' P
Company's management. In light of this, 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 executive officer and chairman at Ebara Corporation, and has extensive experience and
kpowledge in l?gsmess. management. Mr. Yago is espeqally knowledgeable in thg areas of lnt‘e_ma\ cqntrol and governance. In June 2019, the Company has app_omted Attended 12 President, Ebara Hatakeyama Mermorial Foundation
; him to the position of independent outside director. Given that he has been providing beneficial advice to the Company’s management based on his rich experience ; ;
Outside  Natsunosuke Yago O g 8 SO O ; : o . ! > A ; of — Qutside Director, J. FRONT RETAILING Co., Ltd.
. and wide range of knowledge, and high level of insight into the Company's social responsibilities, we appointed Mr. Yago with the expectation that he will provide . g
Directors -~ > - , : . ! ‘ A 12 meetings Outside Director, PARCO CO., LTD.
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.
Auditor, National Institute of Information and
As a researcher and supervisor in the field of information technology at Toshiba Corporation, Ms. Miwako Doi has accumulated vast experience and made many Commymcqt\ons Tgchnology (NICT) .(part'-tlme) )
; AR e X " A ; h - ; Executive Vice President, Tohoku University (part-time)
achievements in this field over many years. In addition, she has held successive positions, mainly in government committees, owing to her high level of expertise and Attended 10 L . -
. . : ; ; - : ) " X i~ Executive Director, Nara Institute of Science and
Miwako Doi O extensive experience and knowledge. In June 2020, the Company appointed her to the position of independent outside director. Given that she has been providing of — Technology (part-time)
beneficial advice to the Company’s management for the generation of new innovation, we appointed Ms. Doi with the expectation that she will provide sufficient 10 meetings echnology P L
advice and oversight of all aspects of the Company’s management from an independent perspective when she assumes office as an outside director of the Compan Visiting Professor, Osaka University of Arts
9 P pany 9 P persp pany. Outside Director, Isetan Mitsukoshi Holdings Ltd.
Outside Director, NGK Spark Plug Co., Ltd.
Mr. Shigeru Nosaka has been involved in management in both a supervisory and executional capacity as a director, executive deputy president and deputy chairman
and CFO at Oracle Corporation Japan and possesses extensive experience and knowledge in business management. In June 2019, Mr. Nosaka was appointed to the Attended 12 Attended 12 c )
. L . . ; o - ? ; e L . orporate Auditor, dotD, Inc.
Shigeru Nosaka O position of independent outside corporate auditor and has been providing beneficial advice to the Company’s management based on his wide range of insights into of of Advisor. Al Dynamics Inc. Janan
) finance and accounting in corporate activities. In light of this, the Company has appointed Mr. Nosaka with the expectation that he will appropriately perform the duties 12 meetings 12 meetings ALY -ap
gutswde when he assumes office as of an outside corporate auditor of the Company.
orporate
Audﬁtors 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 as a corporate auditor at Shiseido. In June 2019, Ms. Okada was appointed to the position of independent outside corporate auditor and has Attended 12 Attended 12 QOutside Audit & Supervisory Board Member,
Kyoko Okada O been providing beneficial advice to the Company’s management based on her wide range of insights into CSR and corporate culture in corporate activities. In light of of Daio Paper Corporation
of this, the Company has once again appointed Ms. Okada with the expectation that she will appropriately perform the duties when she assumes office as an outside 12meetings  12meetings  Outside Director, JACCS Co., Ltd.
corporate auditor of the Company.
Note:

In addition to the number of times Board of Director meetings were held as stated in the table above, there were one written resolution that was deemed to be Board of Director resolutions in accordance with Article 370 of the Companies Act and the Articles of Incorporation of the Company.

In October 2017, during Mr. Yasuyuki Abe's tenure as an outside auditor, inappropriate actions related to a spot check and other final inspections for fuel consumption and exhaust gas were identified. Mr. Abe had no prior knowledge of the facts in question. On a daily basis, he has been providing advice on legal compliance and
internal control based on insights from his ample experience. After this matter was identified, he adequately received reports on measures to determine the cause of these inappropriate actions and to prevent their reoccurrence and also provided various suggestions, thereby fulfilling his responsibilities.

In September 2016, during Mr. Natsunosuke Yago's tenure as a director at Ebara Corporation, it was discovered that construction methods used at properties were not in compliance with the Building Standards Law. This was mainly at Ebara’s affiliates. This issue was discovered when construction was carried out to replace existing
drainage pipes for an apartment complex. Mr. Yago had no beforehand knowledge of said facts. On a daily basis, he has been providing advice on legal compliance and internal control based on insights from his ample experience. After this matter was identified, he adequately received reports on measures to determine the cause
of these inappropriate actions and to prevent their reoccurrence and also provided various suggestions. He fulfilled his responsibilities through this and by implementing improvement measures in response to guidance by the Ministry of Land, Infrastructure and Transport and the designated administrative agency.

On June 17, 2019, Ms. Miwako Doi was appointed to the position of outside director at Isetan Mitsukoshi Holdings Ltd. MICARD Co. LTD., a subsidiary of Isetan Mitsukoshi Holdings, was issued an order for action by the Consumer Affairs Agency on July 8, 2019. The administrative order was issued due to misleading representation
of services related to the MICARD+ GOLD card in accordance with Article 5-1 and 5-2 of the Act against Unjustifiable Premiums and Misleading Representations. An order for payment of a surcharge was issued on March 24, 2020. Ms. Doi had no beforehand knowledge of said facts. After this matter was identified, Ms. Doi has been
fulfilling her responsibilities in part by pouring energies into the establishment of measures through deliberation by its Board of Directors to prevent reoccurrence of such incidents in the Isetan Mitsukoshi Holdings Group, which includes MICARD and its subsidiaries, and to make these facts common knowledge among all employees

and to strengthen employee training.

* Independent officers: Outside directors and outside corporate auditors with no risk of a conflict of interest with general shareholders as stipulated by the stock exchange.
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Compensation for Directors

Matters Concerning the Policy for Determining
Details of Compensation for Individual Directors

SUBARU deliberated and decided on the proposal of the
Policy for Determining Details of Compensation for Individual
Directors approved by the Executive Compensation Meeting
at the Board of Directors meeting held on May 17, 2021. To the
right is the summary of the policy.

The Policy for Determining Details of Compensation for Individual Directors

1. Basic policy

As a basic policy, compensation for directors of the Company is determined in

view of the following items:

(1) Compensation is at a level commensurate with the roles and responsibilities
of directors and is appropriate, fair, and balanced.

(2) The compensation structure is determined by giving consideration to
providing motivation for sustained improvement in corporate performance
and corporate value and securing excellent human resources.

Specifically, compensation for directors is composed of basic compensation,

short-term performance-linked compensation, and restricted stock compensation

(for non-resident officers, phantom stock, instead of restricted stock). For

outside directors, the Company pays only basic compensation in view of their

roles of fulfilling monitoring and oversight functions of corporate management
from an independent position. The total amount of compensation for individual
directors and the levels of each compensation item are set for every position
depending on difference in responsibility by utilizing the research data compiled
by outside specialized agencies.

N

Policy for determining the amount of monetary compensation excluding
performance-linked compensation (hereinafter, the “Fixed Monetary
Compensation”), performance-linked compensation, and non-monetary
compensation (including the policy for determining the timing or conditions
for granting such compensation)

(1) Policy for the Fixed Monetary Compensation

Directors receive the Fixed Monetary Compensation monthly as basic
compensation. The amount for individual directors is determined based on their
positions, taking into consideration elements such as the business environment.
(2) Policy for performance-linked compensation

Directors receive short-term performance-linked compensation by cash at a certain
time of the year. The specific amount is determined according to a compensation
table by position prepared based on the consolidated ordinary income for the
current fiscal year* as a key performance indicator (KPI), adjusted according to
the matrix of combined ROE and improved shareholders’ equity ratio, which are
both performance indicators aligned with the Company'’s capital policy, and for
non-director executive officers, taking into consideration personnel development
and the business environment. The Company will review the KPI as needed
based on changes in the environment and reports from the Executive
Compensation Meeting.

(3) Policy for non-monetary compensation

The Company grants restricted stock compensation to directors for the purpose of
providing them an incentive for sustained improvement of the Company'’s
corporate value and further value sharing with the shareholders. Specifically, the
Company grants monetary compensation claims to directors in consideration of
the Company's business performance, responsibilities of each director, and
other factors, and directors make in-kind contributions of such monetary

w

>

compensation claims to receive shares of the Company's common stock. The
maximum number of shares of the Company's common stock to be granted as
restricted stock compensation is 100,000 per year (including those issued to
executive officers). In addition, the Company and eligible officers shall enter into
a restricted stock allotment agreement that includes an overview and provisions
that state (1) eligible directors shall not, for a set period of time, transfer, create
a security interest on, or otherwise dispose of the shares of the Company's
common stock that have been allotted to them, and (2) the Company may
acquire the said shares of its common stock without compensation if certain
events occur.

For non-resident officers, the Company grants, instead of issuing restricted
stock compensation, phantom stock equivalent to such units, and the stock shall
also be treated in accordance with the restricted stock allotment agreement.

. Policy for determining the proportion of the Fixed Monetary Compensation,

performance-linked compensation, and non-monetary compensation to the
total amount of compensation, etc. for individual directors

The Company shall appropriately determine the proportion of compensation by
type of directors excluding outside directors in reference to the compensation levels
and compensation mix of companies of a similar scale to the Company or industry
peers obtained through an external research company, and in consideration of factors
such as the Company's overall salary level and social situations. The Company shall
also prepare compensation tables for short-term performance-linked compensation
and restricted stock compensation by officer position. With regard to revisions of
the compensation table, proposals approved by the Executive Compensation
Meeting are deliberated and decided on by the Board of Directors.

Matters concerning the determination of details of compensation, etc. for
individual directors

The Executive Compensation Meeting, by a resolution of and upon delegation
by the Board of Directors, determines specific amounts of compensation, etc. of
individual directors, following sufficient deliberation by its members including
outside directors.

Its authorities include the determination of specific amounts of basic
compensation, short-term performance-linked compensation, and restricted stock
compensation (for non-resident officers, phantom stock, instead of restricted
stock) and their payment schedule. For restricted stock compensation, the number
of shares allotted to individual directors is determined by the resolution of the
Board of Directors based on decisions of the Executive Compensation Meeting.

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.

To ensure transparency and effectiveness of the executive compensation
determination process, the Executive Compensation Meeting shall, by a resolution
of the Board of Directors, be structured so that the majority of its members are
outside directors, and its chairman shall be appointed by a resolution of the Board
of Directors.

* As the Group started to voluntarily apply the IFRS, this is a figure converted to consolidated ordinary income under the Japanese standards.
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Matters concerning the resolutions of the General
Meetings of Shareholders on compensation, etc. for
directors and corporate auditors

By a resolution passed at the 85th Ordinary General Meeting of
Shareholders, held in June 2016, the maximum total amount of annual
compensation, etc., for directors is 1.2 billion yen (including a maximum
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, by a resolution
passed at the 86th Ordinary General Meeting of Shareholders, held
in June 2017.

By a resolution passed at the 75th Ordinary General Meeting of
Shareholders, held in June 2006, the maximum total amount of annual
compensation, etc., for corporate auditors is 100 million yen.

Matters concerning the delegation relating to the
details of compensation, etc. for individual directors

SUBARU has voluntarily set up an Executive Compensation Meeting
in order to enhance the effective governance structure based on the
existing organizational design. By the delegation resolution of the Board
of Directors, the Executive Compensation Meeting determines specific
compensation amounts, etc. of individual directors, following sufficient
deliberation by its members including outside directors. Its authorities
include the determination of specific amounts of basic compensation,
short-term performance-linked compensation, and restricted stock
compensation as well as their payment schedule. For restricted stock
compensation, the number of shares allotted to individual directors
is determined by the resolution of the Board of Directors based on
decisions of the Executive Compensation Meeting. 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 in FYE March 2021 was
comprised of two representative directors and three outside directors.
Its chairman was Representative Director and President. To ensure
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transparency and effectiveness of the executive compensation
determination process, the Executive Compensation Meeting shall,
by a resolution of the Board of Directors, be structured so that the
majority of its members are outside directors. Executive Compensation
Meetings were held five times in FYE March 2021. The body debated
the compensation structure and established a policy for determining
details of compensation, etc. for individual directors. It also decided on
matters such as performance-linked compensation levels for directors
(except for outside directors) and executive officers based on performance
evaluation, and the amount of monetary compensation claims for individuals

regarding restricted stock compensation.

Matters concerning performance-linked compensation, etc.
In addition to the “Profit Plan for FYE March 2019-FYE March 2021 (3
years),” SUBARU announced it 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 in the mid-term management vision
“STEP" announced in July 2018. In accordance with these goals, the
Executive Compensation Meeting, upon authorization by the Board
of Directors, decided short-term performance-linked compensation
levels for directors, using the consolidated ordinary income* for FYE
March 2021 as the basis, making adjustment using the matrix of ROE
and degrees of improvement in shareholders’ equity ratio. Short-
term performance-linked compensation is not given to outside
directors in view of their roles of fulfilling monitoring and oversight
functions of corporate management from an independent position.

* Since the Subaru Group started to voluntarily apply the IFRS to the accounts from FYE March
2020, this figure was converted to consolidated ordinary income under the Japanese standards

Performance indicators used to calculate the amount of
performance-linked compensation, etc. for the fiscal period under

review are as follows.

Performance Indicators Results
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Details of non-monetary compensation

SUBARU grants restricted stock compensation to directors for the
purpose of providing them with an incentive for sustained improvement
of the Company's corporate value and promoting further value sharing
with the shareholders, and pays monetary compensation for the acquisition
of these. Directors shall wholly contribute the monetary compensation
claim paid as above in the form of properties contributed in kind, and
shall, in return, receive shares of SUBARU'’s common stock through
issuance or disposal. In addition, for the issuance or disposal of shares
of the SUBARU's common stock, SUBARU and eligible directors shall
enter into a restricted stock allotment agreement that includes provisions
such as the one to restrict the transfer of the shares for three years
after the date of allotment.

Restricted stock compensation is not given to outside directors
in view of their roles of fulfilling monitoring and oversight functions
of corporate management from an independent position.

Compensation System for Directors (excluding outside directors)

Performance-linked Long-term
portion incentives

Short-term
performance-linked
compensation

Fixed portion

Basic compensation

Total Compensation for Directors and Corporate Auditors for
FYE March 2021

Total Compensation (Millions of yen)

Basi ti Short-term .
Classification Number (ﬁiﬁ.f‘éfmii.ﬁ;‘ Perfomancednked R(?St”ded S
installments) " p
Direct
(exdudwn:’o%tswdngeclors) 6 312 40 53 405
C te audit

dudny s conorms oor) 3 56 — — 56

QOutside directors and
outside corporate auditors 6 59 - — 59
Total 15 427 40 53 520

Consolidated ordinary income 116.5 billion yen
ROE 4.4%
Equity ratio 52.1% (up 0.1% from the previous period)

Notes: Figures in the above table include an outside director and an internal corporate auditor
who resigned before the last day of the fiscal year under review. At the end of the year,
there were nine directors, including three outside directors, and four corporate auditors,
including two outside corporate auditors.
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Policies for Cross-Shareholding

Regarding listed stocks held by SUBARU as cross-shareholdings,
each year SUBARU shall have the Board of Directors examine
each cross-shareholding to determine whether the purpose of
holding contributes to management and business strategies in
the medium and long term, and whether the benefits derived
from it justify the associated capital cost to decide on whether
to continue the cross-shareholding.

Based on the above policy, SUBARU has steadily reduced
the number of listed stocks held as cross-shareholding. As a
result, 60 issues held at the end of March 2015 decreased to 2
issues at the end of March 2021.

SUBARU will continue the evaluation and examination
of cross-shareholdings by the Board of Directors, but in
consideration of the business environment for SUBARU, we
concluded that the holding of the two issues is indispensable at
this point and will continue the shareholding in principle.

Number of Issues of Cross-Shareholdings and Total Amount Reported on the Balance Sheet

(FYE March)
Category 2017 2018 2019 2020 2021

Number _Listed 30 18 10 4 2
of Issues Unlisted 32 31 31 32 31
(lssues) Total 62 49 41 36 33
Amount Listed  Listed 12,795 8,836 3,138 1,922 1,727
onBalance  pjisted 544 535 535 581 569
Mibrseve)  Total 13339 9371 3673 2503 2,29

Number of Listed Stocks and Total Amount Reported on the Balance Sheet

(Millions of yen) (Issues)
20,000

___ 40

15,000 30 30

10,000 12,795 20

5,000

1,922 1,727

0

2017 2018 2019 2020 2021 (FYE)
Total amount reported on the balance sheet (left) ~ ® Number of issues (right)
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Preventing Conflicts of Interest

The approval of the Board of Directors is obtained in advance
where a transaction poses the risk of a conflict of interest. A
report on the positions that each director has held concurrently
over the past financial year is provided once a year at the April
meeting of the Board of Directors (A report to confirm that there
have been no improper transactions or positions held).

GRI Content Index/
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Effectiveness Evaluation of the Board of Directors

In order to achieve sustainable growth and enhance the
medium- to long-term corporate value of the Subaru Group,
SUBARU has determined and published Corporate Governance
Guidelines ("Guidelines”) for the purpose of communicating to
all its stakeholders SUBARU's fundamental ideas, frameworks,
and management policies relating to corporate governance.
SUBARU Board of Directors (“BoD") periodically analyzes and
evaluates BoD effectiveness in accordance with Article 23 of
these Guidelines and considers and implements improvements
to address any issues identified.

In FYE March 2021, the BoD confirmed efforts to address
issues recognized in the previous year, based on monitoring of
points raised in the previous year's evaluation. It also gathered,
analyzed, and evaluated views on issues for investigation based
on changes in the business environment due to the COVID-19
pandemic. The results of this process are reported below.

Methods of evaluation and analysis
(1) Timing: January 2021
(2) Respondents: Directors and auditors (13 in total)
(3) Process: Self-evaluation using a questionnaire prepared by a
third-party body
(a) Third-party body conducts anonymous self-evaluation
survey of directors and auditors
(b) Third-party body aggregates and analyzes responses
(c) BoD verifies and discusses report received from third-
party body
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(4) Questions:
[. BoD management structure
ll. BoD oversight function
lll. Shareholder dialogue
IV. Views on key efforts undertaken this year
V. lssues for next year onward
VI.

Views on other matters

Respondents evaluated themselves on a four-point scale.

They were also free to add their own thoughts on points of
excellence relating to the BoD and points requiring enhanced
BoD effectiveness, before submitting the questionnaire directly
to the third-party body.

Evaluation Results

Based on the report received from the third-party body
aggregating and analyzing results, the SUBARU BoD discussed
and confirmed the following points:

* Asin previous fiscal years, the results confirmed that BoD management
entails the conduct of free, open, and sound discussion.

Points confirmed as strengths in previous evaluations
(chairman’s leadership, responses to cross-shareholding, and
size of BoD) continued to be evaluated highly, confirming that
BoD strengths are ongoing.

Improvements were apparent in overall evaluation of BoD
management structure, BoD oversight function, and shareholder
dialogue, and decision-making processes and shareholder
dialogue were evaluated especially highly across the board.

However, the report also confirmed expectations that BoD functions
could be further improved through deeper discussion of executive
compensation system design, including incentive-based
compensation, as well as discussion of ways to improve group
governance and enhancement of report content. While
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acknowledging certain improvements in the evaluation of
discussion relating to medium- to long-term management
strategy, the report also confirmed the need for qualitative

improvements in the future.

Areas previously recognized as problematic where
significant progress was acknowledged this year:

+ CEO succession plan
Developed and announced abilities required of the Subaru
Group's CEO and five key qualities required of the CEO.

Reinforcing risk identification/management systems
Established mechanisms ensuring effectiveness by preparing
risk maps, identifying risks in each business department,
developing codes of conduct, etc., and shared information
with the BoD in a timely and appropriate manner.

[ Issues recognized in the previous fiscal year’s evaluation: ]

(1) Enhancing discussion of medium- to long-term
management strategy

The BoD added depth to its discussion of medium- to long-
term management strategy by setting agendas for medium-
to long-term strategy, including production strategy, IT
strategy, and Aerospace Company initiatives, and through
reporting on progress towards mid-term management

plan goals. With regard to upcoming rapid changes in the
operating environment for the automotive business, last
year's evaluation pointed out that continuing efforts to bridge
the information gap between outside directors and internal
directors were required to improve the quality of discussion,
and ongoing efforts are being made to address this issue.
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(2) Enhancing discussion of information security systems and
sustainability

With regard to IT strategy including information security
systems, the BoD created opportunities for reporting,
shared views on issues faced, and conducted ongoing
discussion. Last year's evaluation expressed the view

that the BoD should exercise leadership and stimulate
discussion aimed at utilization of IT and advancement of
digital transformation, and the BoD will continue to create
opportunities for such discussion in its meetings.

The report recognized steady progress on sustainability,
including the establishment and announcement of policies
such as the SUBARU Global Sustainability Policy and Human
Rights Policy, as well as timely reporting of the efforts of the
CSR Committee, which meets twice a year.

Future Initiatives

The SUBARU BoD will continue to deepen discussion of
medium- to long-term management strategy and make

efforts to improve the quality of such discussion. It will also
create opportunities for discussion of executive compensation
system design, including incentive-based compensation, and
enhancement of group governance. In doing so, it will strive to
maintain and improve BoD effectiveness in the aim of continuing
to enhance medium- to long-term corporate value and achieving
sustainable growth.
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Results of the Questionnaire

Operational Structure of the Board of Directors

4.0 Composition of the Board

, Directors

=== FYE March 2021
=== FYE March 2020

Involvement in

Evaluation scale the Board
f Direct
40: Excellent o irectors
1.0: Poor
Support system

for the Board of Directors

Evaluation ltems

The Subaru Group's
CSR

Environment

Risk Management

Social
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Supervisory Function of the Board of Directors and

N

Operation of the
Board of Directors

Decision-making
process

Dialogue with Shareholders

=== FYE March 2021
=== FYE March 2020

Evaluation scale Dialogue
with

4.0: Excellent shareholders

1.0: Poor

Nomination and

compensation of executives

4.0, Supenvisory functions of the Board
of Directors

Risk management
system of the
Board of Directors

Status of discussions
by the Board of Directors

Category

Diagnostic Item

(1) Composition of the Board of
Directors

Size of the Board of Directors

Composition of the Board of
Directors (ratio of inside to outside
directors)

Composition of the Board of Directors
(diversity and expertise)

(2) Operation of the Board of
Directors

1. Operational

Frequency, length, and time allocation of
meetings

Relevance of agenda items

Quality and quantity of documents

Timing of document distribution

Prior explanation

Content of explanations and reports

structure of

(3) Decision-making process
the Board of

Leadership by the Chair

Adequate discussion

Directors (4) Support system for the Board

of Directors

Environment and systems for the
provision of information

Provision of information to outside
directors

Training of outside directors

Training of inside directors

(5) Involvement in the Board of
Directors

Attitude to initiatives

Company-wide perspective

Mutual respect

Diverse values

Stakeholder perspectives

(1) Supervisory functions of the
Board of Directors

Reporting system

Supervision of corporate
management

(2) Risk management system of the
Board of Directors

Risk management system

Subsidiary management system

Provision of information and measures
to combat risk

System for managing progress of

Penetration of compliance

2. fsunpci,r;’:f:;); response measures awareness -
uncti - - -
the Board of . . Discussion of management strategy Discussion of capital policy Discussion of cross-shareholding for
Directors (3) Status of discussions by the policy purpose
Board of Directors . . . Response to social and
Discussion of strengthening governance ! —
environmental problems
— ) Composition of the Executive
(4) Nomination and compensation ! - . - ) .
of executives Appointment Committee and Executive  Cultivating successors Incentive compensation
Compensation Committee
3. Dialogue with Sharing the views of shareholders and Enhancing dialogue with

shareholders Dialogue with shareholders

investors

shareholders and investors

GRI Content Index/
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Internal Control

Management System

With the aim of increasing the effectiveness of internal controls
and risk management, the Internal Audit Department was made
independent of the Risk Management Group (overseen by the
Chief Risk Management Officer (CRMO)) to ensure a higher level
of independence of internal audit departments in the organization
and to enhance the effectiveness of internal controls.

Internal Control System

In accordance with the Companies Act and the Ordinance for
Enforcement of the Companies Act, SUBARU's Board of Directors
has adopted a basic policy on putting in place systems that ensure
that the performance of duties by directors is in conformity with
laws and regulations and with the Articles of Incorporation, and
other systems prescribed in the ordinance of the Ministry of Justice
as being necessary to ensure the appropriate operations of the
company and the corporate group consisting of the company and
its subsidiaries. The Board of Directors maintains and operates this
basic policy, reviewing it as needed.
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Auditing by Corporate Auditors

SUBARU has formulated internal rules to ensure the effectiveness
of corporate auditors’ audits (e.g., Standards for Corporate Auditor’s
Audit) and developed a whistle blowing system. In this way, the
Company established a framework where the corporate auditors
can gather information from directors and employees as needed
in case of matters that may cause significant damages to the
Company, significant violation of laws/Articles of Incorporation,
or other significant compliance matters. In addition, the framework
ensures smooth performance of corporate auditors’ duties by
assigning employees independent from directors to support duties
of corporate auditors and making them known to all employees.

The Company's corporate auditors attend important
meetings including the Board of Directors Meeting, Executive
Management Board Meeting, and Risk Management and
Compliance Committee meetings, state their opinions as
necessary to secure effectiveness of the audit, and take the
following measures.

* Check the state of the development and operation of internal control
systems by holding regular meetings with the directors and executive
officers, and making site visits to major business establishments and
affiliated companies.

* Receive monthly reports from the internal audit departments, the legal
departments, and the risk management and compliance departments
on the state of operation of the whistle blowing system and other matters,
as well as receiving reports as needed from departments in charge of
managing subsidiaries concerning the state of those subsidiaries.

* Hold meetings with the corporate auditors of major group subsidiaries.

Environment Social
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* Meet the accounting auditors quarterly to exchange information and
opinions, thereby facilitating their efforts to work together, and hold
discussions concerning the appointment of accounting auditors.

The Company has also established a framework that can smoothly
process invoices from the Corporate Auditors for expenses arising
from performance of their duties.

Internal Auditing

SUBARU has established the Internal Audit Department (13
members) that reports directly to the President as an internal
auditing organization and conducts internal audits of business
execution at SUBARU and its group companies in and outside
Japan from an independent and objective standpoint. At the
beginning of the fiscal year, the Internal Audit Department prepares
an internal audit plan for the fiscal year that takes into consideration
the risks and 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. It also reports the
results semi-annually at a Board of Directors meeting and quarterly
at the joint meeting.

The Internal Audit Department and corporate auditors work
to deepen collaboration through monthly internal audit report
meetings held by the department and dialogues about internal
control. They also share information on a quarterly basis with the
accounting auditors. Through this, they endeavor to strengthen
the auditing function. In addition, the Internal Audit Department
periodically undergoes an evaluation by external experts to confirm
that the audit operations are being performed appropriately.

GRI Content Index/
TCFD Content Index
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Internal Control System Related to Financial Reporting

Regarding internal control reporting systems pursuant to the
Financial Instruments and Exchange Act, the evaluation of the
internal control system related to financial reporting is dated the
final day of the consolidated accounting period and is conducted
in accordance with generally accepted assessment standards for
internal control over financial reporting.

The President & Chief Executive Officer (CEO) and the Chief
Financial Officer (CFO) evaluated the status of the development
of the internal control system related to financial reporting as of
March 31, 2021 and affirmed that it has been established properly
and functions effectively, and issued an internal control report
audited by the accounting auditors to that effect.

«[5]>138



Contents

Message The Subaru Group's
from the President CSR

Corporate Governance

Group Governance (Affiliated Companies in Japa

Affiliated companies will play an ever-greater role in enabling the
Subaru Group to survive the automobile industry’s epochal
transformation once in a hundred years. SUBARU now faces the
pressing issue of enhancing the governance of the Group as a whole.

Group Companies

In the Subaru Group, SUBARU's Business Administration Department
had administered the businesses of Group companies, while its
Group Company Management Department supported the
management of the Group companies. To strengthen group
governance and enhance the overall strength of the Group, the
Subaru Group has promoted the “three-in-one activities,” in which
each of the Group companies, the Business Administration
Department, and the Group Company Management Department
worked together and cooperated with each other. In FYE March
2021, the Subaru Group prioritized activities enhancing the
effectiveness of group governance, and with reorganizations in
April 2021 it updated to a new group collaboration system,
taking action to establish a framework for realizing a stronger
Subaru Group.

1. Enhancing Effectiveness of Group Governance

In FYE March 2021, with activities restricted due to the COVID-19
pandemic, SUBARU engaged in communications utilizing the
Internet (remote environments), participated in important
meetings such as those of the Board of Directors of Group
companies, and conducted Group company presidents
meetings and workshops for newly-appointed directors and
corporate auditors. In addition, in order to enhance the
effectiveness of company-wide rules that define group

Environment Social
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governance, it clarified the decision-making and reporting
processes for Group companies and SUBARU.

- Held two group-wide Group company presidents meetings,
as well as individual meetings for each Group company. The
CRMO and top management of Group companies conducted
meaningful dialogues on important topics

- Held newly-appointed directors’ workshops (once a year) /
corporate auditors’ workshops (twice a year), general
administration managers’ meetings (twice a year)

- Dispatched personnel from the Business Administration
Department of SUBARU to play a part in the management of
Group companies by serving as part-time directors

- Enhanced the quality of auditing by increasing the number of
full-time corporate auditors (to 12)

- Promoted the creation of rules related to matters for prior
consultation and matters for reporting, in Group companies
and SUBARU, in order to ensure the effectiveness of the
Subsidiary Management Rules revised in April 2020.

2. Updating to a New Group Collaboration System
As of April 2021, the Group updated the collaboration system
between Group companies and SUBARU. By clarifying the role
played by the Business Administration Department and enhancing
the two-way channels with Group companies, SUBARU will work
to further strengthen the group governance system that has had
its effectiveness enhanced by three-in-one activities.

- The corporate management function of the Group Company
Management Department was unified into the Business
Administration Department, and its planning function was
transferred to the Corporate Planning Department of the

GRI Content Index/
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Corporate Planning Division. This has resulted in a new system
designed for total group optimization, whereby the Business
Administration Department is responsible for business support
and corporate management on a Group company level, while
the Corporate Planning Department is responsible for intra-
group strategies and project support.

- SUBARU established a corporate management support system
for Group companies via the Corporate Function Department.

SUBARU Dealerships

SUBARU dealerships are the company’s point of contact with
customers. SUBARU is therefore striving to strengthen group
governance at its dealerships, believing that getting even closer
to the voice of the customer and working with SUBARU dealerships
to become an integrated team serving customers is crucial to
foster trust on the part of our customers.

1. Management system support
(1) Deploying directors (part-time) and corporate auditors (all
presiding companies)
(2) Holding periodic training for executives (newly appointed
directors, directors in their third year, corporate auditors)

2. Sharing SUBARU's policies with SUBARU dealerships
(1) Joint and regular meetings of Directors Council of the
Group companies and the SUBARU Automobile Dealers
Association (twice a year)
(2) Specialist committee meetings (sales and marketing, used
cars, service and parts, general affairs, and IT)
(3) Internal Audit Department Liaison Committee meeting

(twice a year)
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Compliance

Our Approach

At SUBARU, compliance is positioned as one of our most
important management issues in our Corporate Governance
Guidelines. We instill in each employee a strong awareness
that thorough group-wide compliance forms the foundation

of SUBARU'’s management, that we must observe all laws and
internal regulations relevant to our business activities, that

our corporate activities must be executed in manner that is

fair and just and in conformance with general social ethics,
common sense and standards, and that these principles should
be reflected in their actions, create and operate a compliance
system/organization, and carry out activities such as providing all
kinds of training for these purposes.

i‘ Corporate Governance Guidelines

M Rules for Compliance

In striving to enhance its compliance-related initiatives, SUBARU
has established various rules related to compliance, including
the Company-wide Risk Management and Compliance rules,
which stipulate its compliance-related structures, organizations,
and enforcement methods.

2

Compliance Manual:
Essential Version

Compliance Manual
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Management System

SUBARU has established the Risk Management and Compliance
Committee, a company-wide organization designed to promote
compliance. This committee deliberates, discusses, decides, and
exchanges information on important matters related to risk
management. Also, each department formulates their own
implementation plan (compliance program) to promote
compliance every fiscal year, and moves forward with continuous,
systematic independent activities.

Compliance System

Board of
Directors 3
?? ? Establish Report important matters

(e.g., deliberations/decisions)
Internal audit

results report ( Risk Management and )
Compliance Committee
Risk Management and
Compliance Committee Chair
(CRMO)

Report extremely important,
highly urgent compliance issues

Auditor
A

Risk Management and
Compliance Committee mel

Administrative work ¢ Report important matters
Audit Secretariat

Department/ e ¢ )

Internal Audit Risk Management and Compliance Office

(Risk Management and Compliance Oversight Department)

Discussion/cooperation

Discussion/reporting concerning scandals
Report compliance situation

Chief Risk Management Officer }

v 4

{ Meeting of persons in charge of risk management )
Persons in charge of risk management

- v %

Conduct internal audit
I Each division, department, and in-house company

Discussion/
cooperation

14_

I Affiliated companies
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In FYE March 2021, the Chief Risk Management Officer (CRMO),
Director, and Executive Vice President served as chair of this
committee, with the Risk Management and Compliance Office
serving as its secretariat. Under the chair's direction, the committee
executed global and group-wide compliance initiatives, with these
activities regularly reported to the Board of Directors.
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Compliance Hotline

When regular and temporary employees of the Subaru Group
detect a problem related to compliance in the group, they can
consult with the Hotline Desk by using the Compliance Hotline.
Based on the relevant regulations, the Hotline Desk is where
employees affiliated with the Risk Management and Compliance
Office directly receive mail, telephone calls, and e-mail, investigate
facts, and provide response. We have also established a desk
outside the company staffed by external specialists to increase
the hours in which service is available and to increase the
confidentiality of those contacting the desk.

For consultations, Risk Management and Compliance Office
General manager play a central role in investigating the facts of
each situation and, subsequently, working to resolve issues
promptly. Also, it reports to the proper management members
and the Risk Management and Compliance Committee, working
toward preventive measures.

There were 236 consultations in FYE March 2021, the details
of which are outlined in the table to the right.

Through initiatives to raise awareness of this system (see
Initiatives, on the right), SUBARU has worked to foster mindsets
for its proactive use and to improve awareness of compliance.
This has led to more openness to consulting even about trivial
matters, and more transparency about the system's operation,
leading to an increase in the number of consultations.

Environment

Social

Governance

Appendix

Compliance Hotline (Consultation and resolution procedure)

Consultation

\ 4

A

Report
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Breakdown of Compliance Hotline Consultations

and Trend Over Time

A
0]
O
[e]
=
-+
Q
ler
@
—+
Q
n
-+

(FYE March)

2017 2018 2019 2020 2021
Workplace environment 2 10 13 14 7
Labor related 14 49 78 68 65
Interpersonal relationships, 2% 58 75 84 107
harassment
Other compliance-related
issues (Work violations, 18 46 33 50 57
suspicion of wrongdoing, etc.)
Total 60 163 199 216 236

SUBARU CORPORATION
Sustainability Report 2021
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Training

In enforcing thorough compliance, we believe that initiatives in
which the entire Subaru Group acts in concert are necessary.
We conduct compliance training, training for legal affairs in
practical business, and other programs for all Group employees
organized by our Legal Department, Risk Management and
Compliance Office, and human resource and education
departments.

Also, each department and affiliated company creates their
own unique education plan based on their compliance program,
supplemented with study groups on important laws related to
their work and compliance enlightenment training.

In FYE March 2021, SUBARU explored and promoted the
introduction of new training content and methods, such as
moving to online-based compliance training, in light of work
environment changes due to COVID-19. In FYE March 2022, it
will continue to strive toward building more effective training
content and methods.

Compliance Implementation Support Tools

In order to promote compliance in everyday work, we create and
provide various implementation support tools other than the
Compliance Manual, such as in areas of specialization at
affiliated companies.

To make knowledge of the Compliance Hotline common,
we distribute cards containing information on the framework of
the system and the contact address for consulting services, and
also put up posters in all workplaces. We have designed the
information cards and posters to deliver a message that
encourages employees to proactively use the system even for
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things that feel only slightly suspicious.

In addition, we are making efforts for the timely report of
highly urgent information and to call the entire Group’s attention
to such matters.

Compliance training (Gunma Plant)
FLOHE. LCHEDE -2
ZOWULS . BT ETHEEZE .

Compliance Hotline card

Bribery Prevention

SUBARU considers the prevention of bribery related to its
businesses to be an important issue, and has established the
Company-wide Bribery Prevention rules, as well as rolled out
the Bribery Prevention Guidelines (Japanese and English) to the
entire Subaru Group. The guidelines clarify the conduct required
of employees and executives by explaining prohibited and
non-prohibited acts particularly when coming in contact with
government workers. In China, taking into consideration unique
social conditions, we created the Bribery Prevention Guidelines
(with a Chinese translation included). It is distributed throughout
our Chinese subsidiaries and forms the official rules of the
relevant companies.

Also, anti-corruption is identified as an important issue in
the Compliance Manual (Japanese and English versions) issued
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to domestic and overseas companies. We not only require proper
conduct regarding bribery to government workers, but also
pursue thorough fairness in transactions with private-sector
customers and partners.

Under the monitoring system for bribery prevention, SUBARU
collects information to ascertain the presence of cases that may
constitute compliance violations through company-wide
compliance activities, its whistleblowing system, and other channels.
It also strives to use actions like internal audit departments’
business audits to detect cases early. Furthermore, SUBARU
has established a system to report high-risk cases to the Risk
Management and Compliance Committee and the Board of
Directors, in an effort to strengthen oversight.

Security Trade Control

SUBARU, seeking to preserve the peace and safety of the
international community, performs independent export control
in accordance with the Foreign Exchange and Foreign Trade
Act so that consumer products and technology that could be
repurposed for military use, including weaponry, do not fall
into the hands of countries developing weapons of mass
destruction or terrorists (non-state entities).

We have regulations for the purpose of appropriate
management of the entire group. Also, the Export Control
Committee is a body that meets at least once a year to
deliberate on Group-wide initiatives. It is comprised of
executives from all departments involved in exports, chaired by
the director in charge of the Legal Department.

With the goal of improving the level of its management,
SUBARU also promotes PDCA cycles, including review of
related rules, with a focus on the following initiatives.

* Export controls utilizing IT systems (in FYE March 2021, all

SUBARU CORPORATION
Sustainability Report 2021
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export-related departments have begun using these systems)
» Utilization of proprietary checklists in accordance with
relevant regulations and on-site voluntary inspections
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Enactment of the Tax Policy
SUBARU enacted its Tax Policy in June 2020. This basic policy

Tax Policy

sets forth our posture and way of thinking toward the tax laws we
should comply with when paying the appropriate amount of tax.

The Subaru Group is able to conduct its business operations thanks to support from society, and it strongly recognizes the importance
of returning profits to society. The Subaru Group considers fulfilling its tax obligations to be an essential element of this.

The Subaru Group strives to ensure compliance with the tax laws and regulations of each country and jurisdiction, pursuant to the
international rules and standards set out by international organizations, thereby fulfilling its societal obligations through appropriate tax
payment, while aiming for sustainable growth through sound business activities.

1. Compliance with tax laws and tax-related regulations
The Subaru Group undertakes applicable tax return filing and
tax payment procedures in compliance with the tax laws and tax-

related regulations of each country, and relevant tax treaties.

2. Tax corporate governance

The Subaru Group establishes and implements a structure to
appropriately identify, manage and report tax risk. In order to
respond to changes in its businesses, and in light of complex tax
operations, the Subaru Group enhances this structure by assigning
to it employees with tax expertise. Furthermore, the Subaru Group
raises awareness and provides guidance and consultation regarding
tax compliance to Subaru Group companies, making use of external

professionals, and properly fulfils its tax payment obligations.

3. Appropriate intercompany transaction prices

(Transfer Pricing)
The Subaru Group conducts inter-group transactions and
transactions with unrelated parties applying economically rational
(arm’s length) prices, and does not inappropriately set prices

through arbitrary manipulation.

4. Compliance with Anti-Tax Haven Rules

The Subaru Group does not establish entities that are unnecessary
for its business with the aim of tax avoidance, and the Subaru
Group pays taxes pursuant to the substance of its businesses in

accordance with the tax laws and regulations.

5. Relationship with tax authorities

The Subaru Group strives to maintain trust with tax authorities by
dealing with the authorities in a good faith manner; for example,
by providing fact-based information in an appropriate and timely

manner in response to requests.

Established in June 2020
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Risk Management

Our Approach

SUBARU is undertaking risk management as one of its key
priority management issues, not only to address emergency
situations when they arise but also to deal with various risks that
have a serious impact on daily corporate activities, as well as to
minimize damage when risks emerge.

The automotive industry is ushering in a major transformation,
which only occurs once in a hundred years. The Subaru Group,
which operates businesses globally, is aiming to enhance the
resilience of its management infrastructure by ensuring the
sustainability of its businesses by quickly tackling changes in
world affairs. At the same time, the Group must boost its
measures to minimize its human, social and economic losses.
Amid this environment, it is essential to strategically conduct risk
management throughout the group to conduct business activities.
We therefore believe it is important to create a Subaru Group
that has an infrastructure that is resilient to risk to enhance our
corporate value.

Environment Social
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Management System

To prevent the emergence and expansion of risks to the Subaru
Group, the CRMO (Chief Risk Management Officer) appointed
by the Board of Directors leads risk management and compliance
activities, reporting their status to the Board of Directors.

As a system to promote risk management, SUBARU has
appointed risk management officers (job grade of Chief General
Managers) for each department and established the Risk
Management & Compliance Committee. This committee is chaired
by the Chief Risk Management Officer (CRMO), and its vice-
chairperson is the Vice President in charge of the duties of the
Risk Management Group, comprised of the Risk Management &
Compliance Office and the Legal Department. At this committee,

Risk Management System
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members deliberate, discuss, make decisions, and exchange/
communicate information on important matters.

The CRMO leads corporate group-wide efforts to enhance
risk management with professional support from experts in
company-wide shared corporate operations departments, such
as the Risk Management & Compliance Office and the Legal
Department. In this leadership role, the CRMO works closely
with the Corporate Planning Department, which performs
division-encompassing functions, as well as different divisions
and companies. Audit Department audits execution of tasks by
each division and subsidiary in a planned manner.

Normal situation

® Board of Directors :
@ Risk Management & Compliance Committee

© Formulate company-wide policies
CRMO o Supervise risk management situations
© Address company-wide issues
 Formulate action guidelines
officers © Understand and report the
implementation situation

President and CEO

) Chief Risk Management Officer (CRMO)

Risk Management & Compliance Office

Information sharing/reporting I I

Departmental risk management officers

General managers, company presidents, officers in
charge of common departments, etc.

Emergency situation

Special Emergency Response Headquarters:

for immediate response to the most critical situations

President and CEO, CRMO,
Risk Management & Compli Office, risk managemer
officer and other officers in the relevant department

Determine which response
headquarters should be set up
according to the situation

v

Emergency Response Headquarters:

for response to critical situations

CRMO, Risk Management & Compliance Office, related officers

Cooperation

Risk Management

® Operate committee meetings

Compliance Office [d Support activities at individual
(secretariat) departments

[
Each department

Dealers, affiliated companies, customers

Departmental Response Headquarters:

for independent response to incidents by the related department

Risk management officer

4— Normal situation ~ @— Emergency situation
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Risks Associated with Business Activities

At the Subaru Group, we extract and identify key risks
associated with our business activities and consider measures
to combat them.

The major business risks are listed below.

Please note that this is not an exhaustive list of all risks
relating to the Subaru Group.

Risks related to changes in the economic and financial environments
(1) Economic trends in major markets
(2) Exchange rate fluctuations
(3) Financial markets fluctuations
@

4) Change in raw material costs
Risks related to industries and business activities

5) Focus on specific businesses and markets

6) Changes in the demand and competitive environment in the market
7)

8) Supply chain disruptions
9)

Responsibility related to products, sales and services

Intellectual property infringement
10) Information network security
11) Compliance

12) Stakeholder communication
13) Respect for human rights

)

14) Secure and train human resources

(
(
(
(
(
(
(
(
(
(
(

15) Climate change
Risk of regulations and events in various countries that impact
other business activities
(16) Political, regulatory and legal procedures in various
countries that impact business activities
(17) Impact of disasters, war, terrorism, infections, etc.

Environment Social

Governance

Appendix

Risk Management Initiatives

Risk management initiatives for times of normalcy conducted
by the Risk Management & Compliance Committee in FYE
March 2021 included the establishment of the group-wide Risk
Management Policy and preparation of a company-wide Risk
Map that summarized priority issues, based on the conditions
surrounding SUBARU and the nature of its business, in
consideration of the size of losses that could occur when such
risks emerge. While prioritizing responses to high-impact
matters, SUBARU has also promoted risk management
optimized for the entire Company by having each department
establish its own Risk Management Code of Conduct and
combining these codes with everyday risk management tasks.

With regard to emergency responses, SUBARU established
the "Coronavirus Countermeasure Headquarters” in February
2020 as a response to COVID-19. This organization collects and
shares relevant information inside and outside the Company,
responding in a timely and appropriate fashion by identifying
the roles of each stakeholder in emergency situations and
reviewing the effectiveness of responses in these situations.

In addition, amid the prolonged COVID-19 pandemic,
relevant departments have worked closely together to enable a
rapid shift toward alternate work arrangements in the new normal.

GRI Content Index/
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Crisis-level Risks

Among the various types of risk we face, SUBARU calls those
risks that are particularly dangerous to our business operations
and that SUBARU cannot handle through regular decision-
making channels “crisis-level risks” and categorizes them as
follows: natural disaster, accident, internal human factors,
external human factors, social factors (domestic, overseas), and
compliance. SUBARU is creating various manuals for dealing
with each of these types of emergencies.

BCP

At SUBARU, the Risk Management & Compliance Office plays a
pivotal role in establishing regulations related to BCPs*. During
emergencies, the Office centrally grasps group-wide information,
establishing a system to manage company-wide response.
Specifically, with a focus on initial response, crisis management
headquarters are set up immediately with the occurrence of a
serious incident and a response system is quickly and accurately
developed in line with the basic policy of our Emergency
Response Policy. This leads to the swift achievement of business
restoration and contributes to business continuity. In addition,
during normal times we work to enhance the speed and accuracy
of risk recognition and identification to the best of our ability

by clarifying the roles of each department and the domain of
management responsibilities. In conjunction with this, we are
regularly preparing and updating manuals and are implementing
training. Furthermore, each business site works to enhance its
own BCP, including specifying key operations, establishing an
emergency contact system, and developing a telework system.
While closely collaborating with company-wide shared corporate
operations departments, SUBARU is implementing measures to
accurately and speedily carry out business continuity and early
restoration of operations.

*Abbreviation for Business Continuity Plans.
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Emergency Response Policy

1. Give first priority to people’s survival and physical safety.
2. Minimize loss of stakeholder interests and corporate value.

3. Act always with honesty, fairness, and transparency, even
in an emergency.

Coronavirus Countermeasure Headquarters

President and CEO

Overall supervision coordination:
Risk Management & Compliance Office
(secretariat)

Overall supervision: CRMO
(Chief Risk Management Officer)
Offices/plants supervision
Companies supervision
Financing related
IT systems related
Group companies related
Legal services
Cooperation between offices/plants
Management decision support
Safety/health/personnel protection
Executives support
Stakeholder communication
Market related
Supply chain management
Technical conformity support

Quality assessment support
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Decision as to whether or not to suspend production lines

Appendix

Governance

B Gunma Plant

A portion of the SUBARU Oizumi Plant premises was
apportioned, three tennis courts were built there, and the land
was donated to Oizumi Town. At that time, a 3,800 m’ storm
water detention tank was installed under the tennis courts to
help prevent flooding of the adjacent National Highway No.

354 bypass during periods of rainfall.

Construction of the storm water detention tank Donated tennis courts

[l Utsunomiya Plant

In FYE March 2018, SUBARU conducted work to bolster storm
water drainage capacity as a disaster response countermeasure.
As a result, the plant has suffered no flood damage. The measures
also helped to combat flooding of the surrounding area.

In FYE March 2020, SUBARU also registered for Utsunomiya
City's Registration System for Disaster Prevention Cooperation,
building a cooperative system with the local community for
times of disaster. Furthermore,
in March 2020, SUBARU
introduced a cogeneration
system that can generate
electricity using city gas even
during lengthy power outages

at the plant, and it will continue

Flood prevention measure (drainage grid)
(Utsunomiya Plant)

SUBARU CORPORATION
Sustainability Report 2021

GRI Content Index/
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to take disaster countermeasures at the site, ensure the safety of
employees, and establish cooperation with the local community.

Supporting Restoration at Suppliers Stricken
by Disaster

Providing support to suppliers during times of emergency is a
major pillar of SUBARU's BCP and is an essential measure for
SUBARU which aims to achieve coexistence and co-prosperity
with its suppliers.

In FYE March 2022, SUBARU dispatched a cumulative total
of more than 500 workers from the Gunma Plant and supporting
companies to provide support for restoration work to business
partners affected by factory fires during the period immediately
after the fires until the end of April 2021. Support work was
primarily focused on cleaning areas where fires had occurred and
restoring equipment damaged by soot and extinguishing water
discharged to stop the fires.

Going forward, SUBARU aims to derive and strengthen its

own unigue BCP vision.
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Information Security

Our Approach

The use of digital data is essential for SUBARU in the course
of its business activities. The use of digital data is not limited
to traditional information systems but covers diverse realms,

Scope of Information Security for the Subaru Group

Business Partners

Supports WP29
cybersecurity

Cloud Services
Full-scale
Connected car utilization

Products -

[ Products
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)
IT Infrastructure/Apps a
Group Companies
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Social Governance Appendix

including facilities, products, and a whole range of services
offered by SUBARU. Being aware of our social responsibility to
handle digital data in these realms safely, we have established
the Basic Cybersecurity Policy, undertaking information security
protection activities group-wide.
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Basic Cybersecurity Policy

Objective

SUBARU CORPORATION and its group companies (hereinafter
referred to as “the Subaru Group”) put in place a Basic Cybersecurity
Policy to protect all our conceivable products, services, and information
assets from threats arising in the course of our business activities

and earn the trust of our customers and society as a whole.

Scope

This basic policy applies to all executives and employees of the
Subaru Group, and also to the employees and other staff of
SUBARU's subcontractors.

Initiatives

1. The Subaru Group will comply with laws, regulations, and
standards, as well as security-related contractual obligations
to our customers.

2. The Subaru Group will put in place and operate management
systems and internal regulations concerning cybersecurity.

3. The Subaru Group will establish information security
measures tailored to our information assets and strive to
prevent and minimize information security incidents. Should
such an incident occur, SUBARU will address it swiftly and
appropriately, taking steps to prevent recurrence.

4. The Subaru Group will strive to ensure information security
by providing both executives and employees with education
and training, as well as undertaking other efforts to raise their
awareness of this issue.

5. The Subaru Group will continually review and strive to
improve the aforementioned activities.

Established in June 2018
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Initiatives
In FYE March 2021, SUBARU conducted e-learning and video

training programs based on cybersecurity management system

documents drafted in the previous fiscal year in the three
domains of In-Car (interior systems), Out-Car (exterior systems)

and information systems.

Environment Social

Objective: Promote understanding of cybersecurity and mitigate
practical security risks

Program Details: Education on internal rules requiring compliance in
each of three domains

Course Participants: For In-Car system developers: Approx. 700
For general employees related to information systems: Approx. 3,100

SUBARU also conducted targeted attack email drills and

security incident scenario training for incident response teams.
Internal audits based on this management system are now

regularly carried out and will continue to be in the future.

Governance

Appendix

Personal Information Protection Initiatives

SUBARU, in conjunction with the enactment of the Act on
the Protection of Personal Information, undertook various
initiatives, including establishing internal systems and rules,
and publicly disclosing its privacy policy. Moreover, Group
companies in Japan and overseas have begun to build a
management system to properly use personal information.
In FYE March 2021, SUBARU implemented the following
key initiatives in response to the Act on the Protection of

Personal Information.

* Training for all departmental and office general managers
concerning the Act on the Protection of Personal Information
(138 employees took part via e-learning)

* Identification of management issues by taking stock of
personal information held by all departments

* Confirmation of a check sheet on the status of compliance
with related internal rules at all departments and the
implementation of a continuous PDCA cycle

* Revision of relevant internal rules with the aim of improving
company-wide governance

* Formulation of privacy policy for telematics services for the
Japanese market

* Cookie policy revisions based on the 2020 revisions of the Act
on the Protection of Personal Information

In addition, we are working to ensure compliance with laws
and regulations by having SUBARU dealerships in Japan that
handle large amounts of customer personal information take
similar initiatives and report cases on an ad-hoc basis to SUBARU.

Furthermore, in compliance with Japan's Act on the Protection
of Personal Information, the Subaru Group has built a system to
conform with the EU’s General Data Protection Regulation (GDPR).

GRI Content Index/
TCFD Content Index

SUBARU CORPORATION
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Intellectual Property Protection Initiatives

Our Approach

SUBARU, after identifying its strengths and weaknesses,

has put together a vision for SUBARU's intellectual property
activities with aims to achieve the brand management outlined
in its mid-term management vision “STEP.” The following is

the three-point basic policy being carried out.

Basic Intellectual Property Policy

1. Function as a compass for business and R&D strategies using
the IP landscape*

2. Throughout Subaru, Subaru will dedicate ourselves to
creating intellectual properties that originate from the market
and appropriately manage its intellectual property portfolio
to protect and enhance its brand

3. Subaru will respect the intellectual property rights of
others and work thoroughly for patent clearance in product
development

* In combination with market information on intellectual properties, analyzes
the business environment and support strategic plans

In addition, to aid in minimizing intellectual property risk
through business activities that respect the Group's intellectual
property, protecting, expanding and securing an advantage in
business, and protecting the SUBARU brand and maximizing its
value, we have established the Subaru Group Intellectual Property
Policy to set guidelines for the following activities.

1. Business activities that respect intellectual property

2. Management and effective utilization of intellectual property
3. Handling lawsuits

4. The SUBARU corporate brand logo

Environment Social

Governance

Appendix

Management System

Intellectual Property Promotion System

Invention

Senior unearthing,

i lication Negotiati d
executive ElgplleEL legotiation an
management submission, contract support
9 and rights
I | acquisition
Intellectual Property
Strategy Committee ~ 'ntelggﬂ 7Tz 207
Intellectual property
strategy agreement
Dealing with

Planning and

il 5y administration

. ) others
Patent Promotion Committee

(Research, development, manufacturing)

Initiatives

At SUBARU, the Intellectual Property Department manages,
protects, and utilizes intellectual property rights belonging to
SUBARU and also implements internal activities that aim to
avoid infringing on the intellectual property rights of others.
The following are specific activities being undertaken.
1. Support the proposal of strategies using the IP landscape
2. Acquire rights for intellectual properties, including technologies,
trademarks, naming and design, and adequately manage
the IP portfolio
3. Conduct a comprehensive survey on the existence of intellectual
property rights which may hinder business operations and

take measures to prevent and resolve such issues

4. Crack down on counterfeit goods* globally, including
protection measures at borders for oversight and taxation of
online sales, toward achievement of the SDGs

5. Secure intellectual properties, ownership of data and user
rights in technology and business contracts

6. Support the management, protection and utilization of

GRI Content Index/
TCFD Content Index

SUBARU CORPORATION
Sustainability Report 2021

intellectual property by each Subaru Group company based
on the Subaru Group's Basic Intellectual Property Policy

* Please refer to the following for the relationship between achievement of the
SDGs and crackdowns on counterfeit goods.

O Combating Counterfeit Goods and the SDGs: A Ministry of Economy, Trade and
Industry Document (Japanese version only)

Awareness Activities

At SUBARU, the Intellectual Property Department works with
each Subaru Group company, regularly taking the following
awareness activities to instill behavior in compliance with laws
and regulations.

1. Implementing rank-specific training for employees
involved in development, tailored to their year of entry
into the company and their position (in FYE March 2021,
programs were held remotely due to the spread of
COVID-19; remote programs are to continue into FYE
March 2022, with efforts made to enhance content and
offer on-demand content)

2. Implementing awareness activities through the Patent
Promotion Committee, an organization promoting the
creation of inventions and patent application activities in
each department

3. Development departments are surveying the intellectual
property rights of other parties and securing patent clearance

Other Matters for Reporting

SUBARU is a participant in the Open COVID-19 Declaration
initiative with the objective of preventing the spread of
CQOVID-19, and has declared that it will not exercise SUBARU's
intellectual property rights with regard to activities with the
purpose of ending the spread of COVID-19.

i‘ News Release on Participation in the Open COVID-19 Declaration (Japanese
version only)

i‘ Details on the Open COVID-19 Declaration (Japanese version only)
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https://www.jpo.go.jp/support/ipr/document/index/sdgs.pdf
https://www.subaru.co.jp/press/news/2020_05_22_8709/
https://www.gckyoto.com/covid19
https://www.jpo.go.jp/support/ipr/document/index/sdgs.pdf
https://www.subaru.co.jp/press/news/2020_05_22_8709/
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