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THE FUTABA WAY

To our readers

We have decided to issue FUTABA INDUSTRIAL Report from this fiscal year to further facilitate your understanding of our initiatives to address our
current situation and issues. Whereas the previous Environmental and Social Report has focused on our activities and results in the environmental
and social fields, this FUTABA INDUSTRIAL Report incorporates financial information as well, to serve as an important communication tool.

Two Pillars and Five Keywords of THE FUTABA WAY
THE FUTABA WAY 2

FUTABA WAY... Summary of “Common Value” and “Fundamental Principle” which
shine a light on the Futaba’s belief, value, and pride which had been

| Take on all challenges!
handed down from generation to generation. ‘

~are ,aiIWayS happy.
Management principle New Five-Year Plan
Il The importance of being on site

We will continue with unceasing
efforts to achieve the following.

Vision

Wisdom and Being present on site and assessing the actual situation
Kaizen is the best way to determine the root cause of any
problem.

A company of individuals with the sprit to
take on challenges

@A company that contributes to the
community through MONOZUKURI

A company that offers new value to the world

___ BasicPolicies

(D Enforcement of the basics of “Safety,
Quality, and MONOZUKURI”

@ Structural reformation and reinforcement of
the cost management to secure a stable
income

(3@ Optimization of facilities and effective
allocation of management resources

@ Further development of core technologies
and application to new business fields

® Reinforcement of human resource
development and organizational power

(D Be a company that is
trusted by and essential to
our customers.

Corporate motto

lll Be unassuming, humble, strong both in mind
and body, and when necessary be bold

(2 Be a company that can be
proud and worth living for
associates we work with.

It becomes easy to deal with difficult issues and imple-
e ment improvements if you are modest, unassuming,
= tough, and hardworking.

IV Think individually, act collectively

Maximize results by working as a team where each
individual is driven and understands the importance of
working together.

V People first

Trusted relationships are formed by always treating
everybody the same way—our clients, suppliers, affili-
ates, employees and their families, and people in our
local communities.

Annual company policy

-

Corporate Charter * Code of Conduct * Action

(3 Be a company that is
broadly supported and
loved by the local society.

Guidelines of Futaba
Human resources development

Respect for
People

Quality Products at Lower Cost

Policy management
Daily management

To continue to survive among

. . Internal and external
the various environmental

changes = a company

environmental change
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Hiroyoshi Yoshiki

President

<Looking back at FY2019>

Initiatives so far increased revenue and profits
FY2019 saw increased revenue and profits despite
lower sales volume in North America, Europe, and
China by the automobile manufacturers which are
the Futaba Group’s main source of sales. | am espe-
cially overjoyed at the remarkable improvements in
profitability compared to the growth of sales. In 2016,
we formulated our New Five-Year Plan, and | believe
that the improvements made mainly at production
sites and the streamlining of operations are gradually
starting to bear fruit.

However, there are discrepancies among regions,
with Asia (including China) showing double-digit
growth in sales and profit. While revenue declined
but profit increased in Japan, and revenue declined
in Europe, where the situation remained bleak, we
still managed to attain a surplus.

In North America, making up a large share in sales,
there was a large model change by a customer and an
increase in production preparation costs that entailed,
as well as delays in cost improvement activities, result-
ing in less sales and profit than the previous fiscal year.

Recovery from the COVID-19 crisis

The spread of coronavirus disease (COVID-19) from
the start of this year forced to shut down operations
at not only automobile manufacturers but also at Fut-
aba Group plants, with the supply chain also left in
chaos. Earlier this year, plants in China were shut
down, and the operation rates dropped. However,
beginning in April, with the re-start of plant opera-
tions, growth surpassed around 20% over the

FUTABA INDUSTRIAL Report 2020

Sales and operating profit by regional segment (Bilion yer)

P20 | Fraots
results results Change | Change (%)

Sales 264.2 266.1 (1.9) 0.7)%

Japan

Operating
profit 51 2.6 2.4 89.7%

0,
North 100.4 105.2 @4.7) (4.5)%
America i
1.5 23 0.7) (31.6)%
29.2 33.3 4.1) (12.4)%

Europe

Operating
profit 0.7 0.9 1.6
Sales 991 77.8 21.3 27.4%
fsia Operating
profit 3.3 2.9 0.4 14.6%
Sales (16.8) (20.8) 3.9
Consolidation :
Operating ©.1) ©0.2) 0

profit

476.1 461.7 14.4 3.1%
fotal Operating
0.6 6.7 3.8 56.3%

=

previous year. For the past several years, China has
taken the reigns to steer themselves to become an
automobile superpower as they’'ve focused the
efforts of their national policy on electronic vehicles
(EVs); however, hybrid vehicles have recently come to
be recognized as energy-saving automobiles. Given
that the field of EVs is the strong point of Japanese
automobile manufacturers, | believe we can expect a
tailwind in our favor and the Chinese market is the
key to recovery in performance this fiscal year.

Plants were shut down between April and May in
North America. As North America’s massive territory
makes cars a daily necessity, dealerships are facing an
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inventory shortage, and automobile manufacturers are
in full throttle to increase production. Going forward,
we will likely see securing personnel, equipment capac-
ity and raw material procurement as pivotal points.

<Progress in management strategy: the New
Five-Year Plan>

Hopes for the New Five-Year Plan

Upon being appointed President in 2016, | examined
Futaba at the time and thought that improvements
were needed in three stages.

The first was to “stop the bleeding.” Amid accumu-
lating defective product waste and increasing over-
time, the mentality at that time was that, even if
defective products were produced, there were no
problems so long as the planned production quota
was met. This kind of mentality does not earn profit.
Therefore, we ensured that our employees fully
understood the principle of “building quality into the
work process,” and we reset our management
guidelines and objectives. As a result of this, we
were able to reduce defective product waste by
around 70%. However, more effort is still needed in
the future to reach our goal of a 90% reduction.

The second stage was operational management. Our
rapid global expansion has left the building of a man-
agement structure and personnel development to
stagnate. Moreover, since many of our products have
a set sales price at the time they are ordered, the only
thing we can do is to reduce our costs to turn out a
profit. Basic management of work (materials, person-
nel, delivery) is of importance; however, Futaba was
not properly managing the day-to-day operations, and
the only way to identify profitability was to examine the
overall end-of-year numbers, implying that the very
basics of “daily efforts accumulating into company
performance” had fallen into neglect. So we clarified
authority and responsibilities, established rules, and
reviewed the organizational structure. We also re-built
the revenue management system. This has already
been firmly established in Futaba Japan, and is cur-
rently being expanded to subsidiaries in Japan and
overseas. Additionally, tablet devices are now being
employed in production sites, promoting the timely
visualization of production performance and assisting
in daily analysis and improvement. This system is slat-
ed to be rolled out globally in the future. We are also
working to optimize our logistics system. Working on
the press and assembly work process alone is inade-
quate to shorten lead time; in-plant transport is also an
important component. We are making further efforts at
optimization by connecting equipment, personnel,

transport vehicles and parts racks with sensors and
utilizing loT" and artificial intelligence (Al). The effects of
these efforts have been verified in the model area
through joint research with universities, and we plan to
push forward with further practical applications to
expand to all plants in the future.

The third stage is business planning. The automo-
bile industry is facing an upheaval of once in a centu-
ry, and we must prepare a growth strategy that
anticipates those changes while fortifying our tech-
nological development capability to achieve it. Thus,
in April 2019, we set up the BR Global Business
Planning Office. This Office is independent from
existing divisions, integrates total plans for order
receiving, development, production, sales, and prof-
its over the medium to long term, and aims to opti-
mize the entirety of the Group’s business plans. The
Office plans to also invest and utilize resources such
as people, things, and money, and is pursuing how
the Futaba Group ought to be (future growth and
profitability). In February 2020, the Office formulated
the Global Business Plan to create a basis for busi-
ness planning with a medium to long-term view.

*loT: Internet of Things; the use of the Internet to connect products.

Overview of the New Five-Year Plan

206 || 207 || 2018 |[ 2019 |[ 2020

Growth strategy for the future

Responding to challenges according
to the operating environment

Improving efficiency and
strengthening administration

Solidifying the management
and earnings base

Continuing with efforts centered on improving efficiency and

strengthening administration, while pivoting towards a growth strategy
for the future from 2018

Outlook for the final year of the New Five-Year Plan
The New Five-Year Plan had the initial goal of reach-
ing 440 billion yen in sales and an operating profit
ratio of 3.5%. The sales goal was already met in
FY2019, with the operating profit ratio increasing
year on year but by 0.7 points, to a mere 2.2%. Prior
to the COVID-19 pandemic, we had resolve to reach
the goal no matter what; however, the pandemic has
made it difficult to see what the future holds. Yet, we
are forging ahead with the strong resolve that we will
become a company with the capacity to reach an
operating profit ratio of 3.5% when we regain our
production volume.

FUTABA INDUSTRIAL Report 2020
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<Growth strategy connecting to the future>

The New Five-Year Plan is thorough with the basics
of safety, quality, and manufacturing, and began from
securing revenue through structural reforms and the
strengthening of cost management. However, the
main thrust of this Plan must be the growth strategy
for the future.

The sales ratio of the Futaba Group has already
reached near parity between Japan and overseas.
However, integration of the Group has not occurred
with any sense of speed from a global perspective.

In the future, we will work to optimize our parts
business and maximize profits not only in Japan but
at our Global sites. We will also press forward with
the creation of a system to build a business model
for next-generation technology and body system
products currently in development, to fully strength-
en our development and solutions capacity.

The development of EVs has become a pressing task
in terms of current global trends. The Futaba Group is
moving forward with 1) the strengthening of develop-
ment of exhaust system parts that contribute to reduc-
ing gas emissions, 2) the development of new products
that use our core technologies such as sound damp-
ing, heat management, and thin sheet welding, and 3)
the strengthening of the planning and development
organizations, and the use of MBD and IT.

*MBD: Model Based Development; development through simulation
analysis using virtual prototpyes and testing with a computer

Roadmap of initiatives for strengthening development

il Engine Powertrain system
system
2040
Electronic powertrain system
Proposal of technology

system for next
generation environment

D of CASE-
2030 Integrated exhaust compatible systems for Body system
system with innovative fuel cell parts
Underbody system

space saving

Exhaust system
adapted for diversified
powertrain
2025

Proposal for synergies
between equipment

business and parts business
-
simulation technology
Upper-body system

Evolution of environmental technology

Reinforcing functions
(cleanness, low-fuel
consumption, quiet-
ness) in response to
tightened regulations

Proposal of body
frame parts
Establishment of

Cold ultra-

high tension Dev:loprnem

of body

stamping structure

analytical technology

v

2020 2025 2030 2040

Evolution of core technology
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<Promotion of the SDGs" as a shared challenge
for the world>

In order for a company to gain recognition in the
world, it’s not enough to simply generate profits; the
company must have a strategy mindful of its stake-
holders. We will integrate the various messages con-
tained within the SDGs into the Futaba Group
strategy, and we hope to make this into a tool for
communication with all of our stakeholders.

To this end, in January 2020, we have established
the Responsible Business Conduct Office as a spe-
cialized organization dedicated to working on the
SDGs, and have set up the Corporate Value and
SDGs Promotion Meeting attended by every member
of our Board of Directors.

In order to find out in what way we should align our
business activities with the SDGs, we have identified
all our operations and linked each of them from the
perspective of the SDGs. We now have the prelimi-
nary concept of the direction we are heading. We will
set up our own unique KPI' that includes non-finan-
cial information, and aim to integrate important
themes into management and reflect this on our
business policy, such as our medium-term plans.

*SDGs: Sustainable Development Goals
*KPI: Key performance indicator

<Further promotion of ESG'>

Strengthening corporate governance

The Futaba Group has made contributions to both the
environment and society with our mainstay business
of exhaust system parts. In the realm of governance,
we have formulated the FUTABA Management Stan-
dard, and aim to strengthen risk management through
further improvements to operational quality and clarify
roles and responsibilities in the entire Group.

Examples of our recent efforts include adding more
female Outside Director positions and creating volun-
tary bodies such as the Compensation Committee
and the Nominating Committee comprising mainly
Qutside Directors, to improve transparency in corpo-
rate governance and create a sound management
system.

*ESG: Acronym for Environment, Social and Governance

Workstyles for the “new normal”
Mutual trust must form the basis of relations
between a company and its employees.

There are calls now for reforms to workstyles in
various companies; having spent time living in the
US, | would like to share my experience. Almost all
workers leave work for home at the set time in the
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US. Even though overtime is rare, this does not
mean they are lazy. They work very hard at the jobs
and roles they have been assigned. Things differ
from Japan there in that they are assessed by their
results, rather than the time spent working. Since it is
clear when things need to be done, they are certain
of not only how to use their time, but how to manage
their resources.

From my experience, under this “new normal,”
there won’t be anything new that emerges; rather,
we will need to get back to the basics of work in
terms of clarifying what results are expected, when
they are expected, and what resources are needed
for the work. Moreover, the power of companies to
examine the work of each and every employee and
correctly assess that work is being tested.

<To all of our stakeholders>

The automobile industry is in the midst of a once-in-
a-century major transformation. There is a new con-
ceptual solution called CASE’, and the COVID-19
crisis is sparking a reconsideration of personal mobil-
ity. In this kind of society, the Futaba Group must
become a company that can support our customers
with our technologies. Regarding the SDGs and ESG
| mentioned above, in order to become a partner of
choice and a winning company, the question is just

how committed we are to solving the challenges
society poses to us with safety and the environment,
and what kind of tangible results we can produce.
We will combine our strengths to contribute to the
sustainable growth of society, and become a compa-
ny that society will have no reservations in support-
ing in full.

The Futaba Group is thoroughly concentrating on
the fundamentals of manufacturing and working to
ensure quality while pursuing further structural reform
and manufacturing reform to face the challenges
society poses. It’s the challenges and the reforms
that are the impetus of the Futaba Group and that
will propel us towards growth.

We will continue to aim to be a corporate group
both loved and trusted by all of our stakeholders. |
ask for your continued guidance and encouragement.

*CASE: Acronym of Connected, Autonomous, Shared, Electric
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Company Profile and Financial Highlights

Company Profile (s of March 31, 2020)

Company name FUTABA INDUSTRIAL CO., LTD.

Founded March 25, 1935
Established November 1, 1945
Capital 16,820.16 million yen

Head Office location 1 Ochaya, Hashime-cho, Okazaki-shi, Aichi

Prefecture, Japan
Representative Hiroyoshi Yoshiki, President

Main business lines Automotive parts business, information

environment equipment business, equipment

for external sales, and agricultural business
Subsidiaries and affiliates  Domestic subsidiaries: 4 companies
Domestic affiliates: 1 company
Overseas subsidiaries: 18 companies
Overseas affiliates: 2 companies

Non-consolidated: 3,475
Consolidated: 10,540

Number of employees

Stock Overview (s of March 31, 2020)

Total number of authorized shares 200,000,000 shares
Total number of shares outstanding 89,580,827 shares

(Including 61,739 treasury shares)
Number of shares per unit 100 shares

Listed stock exchange Tokyo and Nagoya Stock

Exchanges (securities code: 7241)

Sumitomo Mitsui Trust Bank,
Limited

Shareholder registry administrator

Major shareholders (op 10)

Name of major shareholder

Number of employees

M Consolidated (persons) ! Non-consolidated (persons)

10,500 10,540

10,072 9,960 9,969

2015 2016 2017 2018 2019 (&)

Ownership ratio by shareholders

Securities company
shareholders

1,015 thousand shares
(1.1%)

Treasury shares and shares
held in the name of JASDEC

61 thousand shares (0.1%)
Individual shareholders

Other corporate 16,014 thousand shares
shareholders (17.9%)
32,409 thousand : ol inatit

: Financial institution
shares (36.2%) shareholders
Non-Japanese shareholders 25,188 thousand shares
14,890 thousand shares (16.6%) (28.1%)

Shares held (thousand shares) Ownership ratio (%)
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Toyota Motor Corporation 28,116 314
The Master Trust Bank of Japan, Ltd. (trust account) 4,861 54
Japan Trustee Services Bank, Ltd. (trust account) 3,878 4.3
Sumitomo Mitsui Banking Corporation 3,063 3.4
Trust & Custody Sgrvices Bank, Ltd. as trustee for Mizuho Bank Retirement Benefit Trust Account 2919 39
re-entrusted by Mizuho Trust & Banking Co., Ltd. ’

Futaba Suppliers Cooperative Shareholding Association 2,883 3.2
MUFG Bank, Ltd. 1,290 1.4
Futaba Employee Shareholding Association 1,184 1.3
Sumitomo Mitsui Trust Bank, Limited 1,162 1.2
Japan Trustee Services Bank, Ltd. (trust account 5) 1,130 1.2

*The ownership ratio excludes treasury shares.
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Major consolidated financial data

Sales

(Billion yen)

461.7

437. 440.4
I6 412.3 | ‘

476.1

2015 2016 2017 2018 2019 )
Profit attributable to owners of parent / ROE
W Profit attributable to owners of parent (Billion yen) @ ROE (%)
10.7
II'Z.Q 6.3
4.8
o0 3.5 9.5
-
iS.S
anM,e
2015 2016 2017 2018 2019 FY)

Sales and operating profit by region

| Europe (2 subsidiaries) ‘

Wi Sales I Operating profit (Billion yen)
33.3
28.3 %63 M 2:2

(0.3)

(0.9)
2015 2016 2017 2018 2019

Sales ratio
by region

Europe

Operating profit / Operating profit ratio

M Operating profit (Billion yen) © Operating profit ratio (%)

8.9
6.7
3.1 26
- 2.2 2.2
1.5
0.7
2015 2016 2017 2018 2019 )

Capital expenditures / Depreciation

M Capital expenditures (Bilion yen) [ Depreciation (Billion yen)

2015 2016 2017 2018 2019 )

North America (5 subsidiaries)

W Sales [ Operating profit (Billion yen)

111.0

4 1032 1052 100.4
= 104 10820

2015 2016 2017 2018

2019 @

Asia (11 subsidiaries) |

| Japan (Futaba Head Office + 4 subsidiaries)

M Sales ¥ Operating profit (Billion yen)

2016 2016 2017 2018 2019 @

239.9

2015

236.8
e

1.6)
2016

M Sales I Operating profit

258.9

2017

(Billion yen)
266.1 264.2
N N

2018 2019
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Corporate Information

Business Focus

The Futaba Group’s main business is the manufacture

and sales of automotive parts, information and

environment equipment parts, and equipment for

external sales.

— . Automotive parts business

Sales ratio by product 9.1 %o 74%
M Exhaust system parts Information environment 6 . 8%; 33 9 o
Body/Interior parts equipment business/ ) o
M Fuel system parts Others 4 . 9 %
Suspension parts Equipment for external ) 3 7 . 9%

sales business

Fuel system parts

Exhaust system parts

POWEREV®
(exhaust heat
recovery device)

Diesel exhaust gas
post-treatment device

Interior parts

Instrument panel

reinforcement

Information environment equipment business/
Equipment for external sales business

We produce parts for multi-purpose color
copiers and other equipment, applying the
press and welding technology and precision
assembly technology fostered through the
production of automotive parts. We strive to
achieve high-value-added manufacturing
through our integrated systems covering
design, development, production, and delivery.

Agricultural business agleaf®

By applying core technologies refined in the automobile industry (exhaust gas puri-
fication, gas adsorption, heat management), we have developed for sale a device
to purify exhaust gases and also accumulate and apply CO,, called agleaf®.

B FuTABA INDUSTRIAL Report 2020

Tray module

Canister

Fuel inlet pipe

Suspension parts

o

Front suspension sub-frame Rear axle beam

o O

Trailing arm Engine
undercover

Body parts

Body frame parts

Information environment equipment business:
Paper feeding units and precision parts for copiers,
multifunction copiers, printers, and digital printers, etc.
© Equipment for external sales business:
Assembly and welding equipment for automobile manufacturers

Equipment for external sales
business

The equipment for external sales business
produces welding assembly lines for plants
for finished vehicles inside and outside Japan.
By exploiting digital, simulation, and other
advanced technologies, we have created an
integrated equipment building system incor-
porating marketing activities, planning,
design, production, trials, and conditioning.

Assembly and
welding equipment

Collects, puries, and stores O2

Mes

the Presidel
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THE FUTABA WAY SDGs Initiatives Governance

Corporate Information

Environmental Activities

Social Activities Report Financial Summary

P Report
Futaba Group Sites . o warcn 31, 2020
Global sites
FUTABA MANUFACTURING U.K. LIMITED (UK)
TIANJIN SHUANG SHYE MECHANICAL [Supervisory company]
Futaba Czech, s.ro. INDUSTRIAL CO., LTD. (China) FUTABA NORTH AMERICA
(Czech Republic) TIANJIN FUTABA-SC MECHANICAL ENGINEERING & MARKETING
| CO., LTD. (China) CORPORATION (USA)
CHANGSHA FUTABA .
AUTO PARTS CO. LTD [Supervisory company] ‘ — FIO AUTOMOTIVE CANADA
) =Bt FUTABA CHANGZHOU FIC AMERICA CORP.— CORPORATION (Canada)
ENGINEERING & MARKETING (USA)
GUANGZHOU FUTABA (China)

AUTO PARTS CO.,LTD.
(China)

Futaba Industrial Gujarat—m
Private Limited (India)

DONGGUAN FUTABA METAL
PRODUCTS CO., LTD. (China)
sl

SHYE SHYANG MECHANICAL

INDUSTRIAL CO., LTD. (Taiwan)
FMI Automotive

. FUTABA METAL PRODUCTS
amgg?ﬁgﬁfm’ate (SHENZHEN) CO.,LTD. (China)
FUTABA TECHNOLOGY

PT.GREENLAND METAL STAMPING i
INDONESIA (Indonesia)

LIMITED (Hong Kong)

PT.FUTABA INDUSTRIAL
INDONESIA (Indonesia)

l: Consolidated subsidiary A Affiliated company

!
FUTABA INDIANA OF AMERICA
t CORPORATION (USA)

FUTABA INDUSTRIAL
TEXAS CORP. (USA)

Domestic sites

Aichi Prefecture

l: Consolidated subsidiary 4: Affiliated company
*Apics Co., Ltd. was renamed FUTABA SUMI CORPORATION in April 2020.

® Midori Plant
Head Ofﬂceo@ghiryu Plant m FUTABA HIRAIZUMI
i Plant . CORPORATION
Okazaki Plant  @Takahashi Plant Crefact Corporation
Mutsumi Plant ® g kota Plant FUTABA KYUSYU .
R CORPORATION*
® Tahara Plant i FUTABA GENERAL CO., LTD.

Domestic plants

Domestic subsidiaries and affiliated companies

FUTABA INDUSTRIAL Report 2020



SDGs Initiatives

SDGs Initiatives

1 ESG and the SDGs

Initiatives so far

We have been committed to Corporate Social Responsibility (CSR) and Environment, Social and Governance (ESG) based on
our corporate motto and management principle. In our mainstay automotive parts business, we develop environmental-
ly-friendly exhaust system products and lighter body parts for improved fuel efficiency to contribute to reducing CO, emissions
of automobiles. In addition to these business activities, we are also proactively engaged in legal compliance, ensuring transpar-
ency of management, and participating in various local events.

Future initiatives

The Sustainable Development Goals (SDGs) are shared goals of international society. The Company is striving through its busi-
ness activities to achieve the sustainable society envisaged by these goals, contributing to solving the environmental and social
problems identified by the SDGs. As we further promote our initiatives in order to meet the expectations of our stakeholders,
including shareholders who endorse the SDGs, we intend to improve our corporate value and attain sustainable growth.

What is the SDGs?
SUSTAINABLE 5‘"'¢=ALS S
DEVELOPMENT \J "™ The 2030 Agenda for Sustainable Development (the 2030

e I oo s Agenda) is a set of international development goals from 2016 to

EDUCATION EQUALITY AND SANITATION

AND WELL-BEING

2030, which was adopted by the UN Sustainable Development
Summit held in September 2015 building on the success of
Millennium Development Goals (MDGs).

DECENT WORK AND L INNOVATIC REDUCED
ECONOMIC GROWTH INEQUALTIES
-

The 2030 Agenda listed “Sustainable Development Goals” con-
sisting of 17 goals and 169 targets in order to eradicate poverty
and realize a sustainable world. The SDGs are universal goals
s & applicable, not only to developing countries but also developed
countries, and pledge “Leave no one behind.” through the imple-
mentation process.

B

16 Focksiee ) s
AND STRONG FOR THE GOALS

INSTITUTIONS

| ®

L P 2

Source: Ministry of Foreign Affairs of Japan

2 Steps Taken for the SDGs

Initiatives based on the SDG Compass

We promote SDGs initiatives based on the five steps of the SDG Compass, which is a guide for business action to incorporate
the SDGs. Firstly we took stock of and reviewed our business activities, clarifying them in terms of the SDGs, as well as high-
lighting relations to ESG. After that, we selected the SDGs that we will give the highest priority to. The next step is to select key
topics to prioritize (materiality) and set KPIs to be incorporated into company policy and integrated into our management.

Step 5

Reporting &
Step 4 communicating
Step 3 Integrating
Step 2 Setting goals @ Integrate key topics Attaining sustainable
Step 1 Defining priorities into management management
Understanding the SDGs @ Incorporate into medium-

term management policy

Set goalsiand KPls and business policy

@Understand the SDGs
@Determine the current

Set a target vision and

key topics
situation from past
activities and clarify
issues

As of September 2020

FUTABA INDUSTRIAL Report 2020

Message from Environmental Activities

THE FUTABA WAY Corporate Information SDGs Initiatives Governance Social Activities Report Financial Summary

the President Report

3 SDGs with Higher Priority

Selection process for strategic SDGs

The Company designated strategic SDGs by analyzing importance in terms of our business and for our stakeholders, to select
goals that deserve the highest priority for the company and for society. The Company is working as a Group on a global basis
to achieve these goals. Other goals are designated as important SDGs, which we continue to work on through related activities.

Strategic SDGs

@®Importance matrix Goals we give the highest priority to
7]
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g and infrastructure
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5 production
E
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@ Climate action
Important Higher priority

Importance for our business

(DSDGs that have a higher importance for our business
SDGs with high impact and relevance to our business are selected after reviewing and clarifying our business activities so far.

(@SDGs that have a higher importance for stakeholders
Based on requests made in ESG appraisals, we have analyzed market and social trends to select SDGs for which our
stakeholders have particular expectations toward the Company.

4 System to Promote the SDGs Initiatives

Organizing the Corporate Value and SDGs Promotion Meeting

In order to promote these activities, we launched the Responsible Business Conduct Office in January 2020, setting up the
Corporate Value and SDGs Promotion Meeting to be attended by all members of the Board of Directors, establishing direc-
tions for action and tracking the progress achieved. The meetings will be once every quarter, already being held in April and
July in FY2020.

Contributing to
the SDGs

Future promotion system AR .

Decision-making and deliberations at the Corporate Value
and SDGs Promotion Meeting are communicated to individ-

ual divisions from the Responsible Business Conduct Office, Corporate Value and SDGs

which spearheads the activities. We will establish a cross-di- Promotion Meeting

visional collaborative system with the Responsible Business ReBspt_)nsibIe

Conduct Office as the secretariat with a view to expanding it Condinct Ofios
lobally Group-wide.

9 Y P FUTABA Group

Overseas

Do ic
subsidiaries @ » subsidiaries
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Governance

Corporate Governance

The Company aims to further enhance its corporate governance structure in order to
attain sustainable growth and increase corporate value.

Basic approach

Futaba understands the objective of corporate governance
to be “having company management keep discipline from
the perspective of diverse internal and external stakeholders
in order to achieve a strong and sound company.” We
acknowledge the importance of building and improving
organizational systems that allow corporate governance to
function effectively, in order to conduct business activities in

compliance with laws, regulations and social norms, as well
as enhance business transparency. To this end, we will con-
tinue to develop and enhance these systems with an
emphasis on (1) faster-paced management with better stra-
tegic capabilities, (2) ensuring the transparency of corporate
conduct, and (3) promoting disclosure and accountability.

Promotion system

The Board of Directors, as the highest decision-making
organ for business execution and other areas, holds monthly
meetings, and extraordinary meetings as necessary. It dis-
cusses statutory and material matters, determines business
strategies and provides oversight of the execution of busi-

ties. The Board of Senior Managing Executive Officers holds
monthly meetings to deliberate and decide on the
Company’s direction and management agenda of top priority.
In addition, Management Meetings are held twice a month,
to discuss matters to be submitted to the Board of Directors,

THE FUTABA WAY
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Appointment and dismissal of management executives and Directors, and appointment of Audit & Supervisory Board Members

The Board of Directors emphasizes the balance of skills, expe-
rience and expertise as well as diversity and suitability of
Directors and Officers in their appointment, dismissal and
nomination. The Nominating Committee was voluntarily estab-
lished in December 2018, as an advisory body to the Board of
Directors chiefly composed of independent Outside Directors.
The Board of Directors receives recommendations from the
Nominating Committee, then decides on the appointment,
dismissal, and nomination of Directors and Officers. Starting

Outside Directors and Outside Audit & Supervisory Board Members

from the general meeting of shareholders in 2019, the
Committee’s input has been reflected in the proposals for
appointment, dismissal, and nomination of Directors. The
appointment of Audit & Supervisory Board Members is decid-
ed after a resolution from the Audit & Supervisory Board. The
Board of Directors obtains the consent of the Audit &
Supervisory Board via the latter’s resolution, then submits pro-
posals for appointments of Audit & Supervisory Board
Members to the general meeting of shareholders.

The Company appoints three Outside Directors and three
Outside Audit & Supervisory Board Members to offer advice
and suggestions to ensure appropriate decision-making by

Main reasons for appointment of Outside Officers

Independent

Position Officer

the Board of Directors from an external viewpoint, in addition
to their fields of expertise.

Main reasons for appointment

Mr. Masaki Horie was appointed in order to bring his wealth of experience and deep

. ) ) . ) L ) . Masaki . . insight into the Company’s management, considering his expertise and experience
negs opgrghons. The Board of Senior Managlng Exeou.tlve other mpgrtant matters and |r1d|V|dua| issues, to F)L.JHd a sys- Horie Outside Director acquired over many years as a certified public accountant, as well as serving as Outside
Officers is in place as a voluntary executive body and strives tem enabling accurate and swift management decisions. Audit & Supervisory Board Member and Outside Director of the Company since 2015.
for faster-paced management with better strategic capabili- Masayoshi Mr. Masayoshi Ichikawa was appointed in order to bring many years of experience as

. Outside Director O corporate manager at Toyoda Gosei Co., Ltd. as well as his wealth of experience and

Corporate governance system Ichikawa deep insight into the Company’s management.
. General Meeting of Motoko Ms. Motoko Miyajima was appointed in order to bring her expertise and experience
Appoint Shareholders L Outside Director O acquired over many years as an attorney at law as well as her wealth of experience and

Miyajima deep insight into the Company’s management.

Appoint

el Toshiyuki Outside Audit & Mr. Toshiyuki Isobe was appointed in order to bring his expertise in the production engi-
Isobe Supervisory neering field and experience as corporate manager at Toyota Motor Corporation as well

Board Member as his extensive experience and deep insight into the Company’s audits.

Audit & Supervisory At Board of Directors Consul
Board < RN

m " Hitoshi Outside Audit & Mr. Hitoshi Suzuki as appointed in order to bring his expertise and experience, acquired
. < Nominating Committee . Supervisory O as a certified public accountant, and his extensive experience and deep insight, into the
CoIIaborate$ Representative Directors Recommend Suzuki Board Member Company’s audits.

=d Accounting Auditor — Compensation Committee™ Mr. Ryusuke ltakura has expertise in finance and experience as a corporate manager
) . ) R K Outside Audit & from years of service at Sumitomo Mitsui Banking Corporation. Although he was an exec-

2 Voluntary committee yusuke : . i ) X - L
Report Report Instruct and Report = Supervisory O utive at our main bank, there are no issues with the independence criteria under stock

Instruct and supervise ltakura

exchange regulations as he has been in retirement for 10 years. We believe he can
engage in auditing activities from an impartial and neutral standpoint.

Collaborate supervise Board Member

Recommend

Collaborate m{ﬁégm BOH gn(gg?:glor

Instruct and
supervise

Report

smmmmmed  A\udit Office

Audit supervise

Executive Officers

Divisions, Plants, Subsidiaries

Instruct and

Instruct and
supervise

Management Timely Disclosure
Meeting Report Management Committee

Instruct and
SUpeTe Corporate Ethics Committee

Internal Control Committee

etc.

Departments, Offices

Basic approach to the internal control system

Futaba’s basic stance on internal control is that Directors
themselves take the initiative in setting an example of com-
plying with laws and regulations as well as corporate ethics
and disseminate to employees through the Directors’ words
and actions in order to perform business operations properly.

FUTABA INDUSTRIAL Report 2020

For executing business operations, commitments are made
to incorporate problem detection and improvement mecha-
nisms into the business execution process and also develop
human resources and create organizational structures to
practice the mechanisms.

Compensation for management executives and Directors

Compensation for Directors (excluding Outside Directors) and
Officers comprises monthly compensation, bonuses, and
restricted stock compensation. The monthly compensation is
fixed, while the bonuses reflect duties and achievements
ensuring linkage to the Company’s performance. The restrict-
ed stock compensation program was introduced from FY2019
as an incentive to sustainably improve the Company’s corpo-
rate value and to better share values with our shareholders.

Assessment of Board of Directors’ effectiveness

The Board of Directors analyzes and assesses whether it
effectively fulfills its roles and duties with reference to ques-
tionnaires and other evaluations from Outside Directors and
Audit & Supervisory Board Members, and makes corrections
as necessary. In FY2019, in order to implement requests
and correct issues identified through the questionnaires, the

The Compensation Committee was voluntarily established in
December 2018, as an advisory body to the Board of
Directors chiefly composed of independent Outside Directors.
The Board of Directors decides the compensation of the
Directors and Officers following recommendations from the
Compensation Committee. Starting from the general meeting
of shareholders in 2019, the Committee’s input has been
reflected in the proposals for Directors’ compensation.

frequency of meetings with Outside Directors to check oper-
ations of the divisions, and the number of divisions so cov-
ered, were both increased, as part of an overall extension of
discussions from a medium and long-term and global per-
spective. Legal seminars were also held at training sessions
with the aim of providing education for Officers.
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Governance

Compliance

We promote business activities in compliance with laws, regulations and social norms.

Basic approach

Futaba defines compliance as follows: “Acting with integrity
not only in compliance with laws and regulations, but also
with a sense of values and ethics required of a business per-
son as a member of society, thereby realizing fair and appro-
priate business management, achieving harmony with civil
society and promoting creative development of the compa-
ny. Placing importance on environmental issues and taking
initiative in environmental conservation efforts.” We will

conduct corporate activities with high ethical standards and
fulfill our social responsibilities with full awareness of our cor-
porate social responsibilities and public mission. We will
respect domestic and foreign cultures and customs, make
efforts to preserve the environment, grow together with our
local communities and engage in various activities in an
effort to become a company that is appreciated by local
communities.

Promotion system

Committee. These meetings deliberate and decide policy on
key matters concerning corporate ethics and compliance,
as well as seeking to improve compliance by ensuring full
knowledge of the management principle, Corporate Charter,
and Code of Conduct.

The Company holds meetings of the Corporate Ethics
Committee in principle three times a year, chaired by the
Chief Risk management Officer (CRO), and attended by the
President, Center Chiefs, Audit & Supervisory Board
Members and others deemed appropriate by the

Training and educational activities

The Company is enhancing compliance awareness through
qualifications and rank-based training mainly on necessary
legal knowledge.

Each year a 12-point self-assessment on compliance is
held for the Company (at a sectional level) and for domestic
and overseas subsidiaries. Feedback is given to encourage
voluntary improvement activities.

Examples of compliance training

New employee training

Name of program Scope Outline Times held
Legal seminars Officers Information on legal revisions, etc. 3 times a year
Internal controls training Newly appointed managers Compliance in general Once a year
- . Vari laws and regulation
Training on individual topics Employees arious laws and regulations Once a year

e.g. the Antimonopoly Act

Establishment of helplines

The Company has established the Futaba Helpline to allow
anonymous reporting and consultations, in order to detect
and resolve risks early. Another helpline is set up at a law
firm outside the Company. We spread awareness of the
whistleblowing system through internal newsletters and
Code of Conduct cards given to all employees. This helpline
can also be used by personnel in overseas subsidiaries,
while other consultation services are offered in each country.

FUTABA INDUSTRIAL Report 2020

Reports and consultations are fact-checked in collaboration
with dedicated departments to speedily resolve the problem.
Internal Reporting Rules are established and made known
inside the Company, to prevent any disadvantageous treat-
ment to people consulting the helpline.

From FY2020, the scope of this system will be extended
to our trading partners, enhancing it still further.
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Risk Management

Factors with a major impact on business activities are seen as risks. The entire Company

works in risk minimization efforts to prevent risks and ensure quick recovery.

BCP

Basic approach

activities were based on a Tokai Earthquake Task Force
Committee anticipating a major earthquake. However, aim-
ing to focus on the production recovery stage and risks
other than major earthquakes as well, this Committee now
promotes its activities under the name of BCP Action
Committee.

Focusing on risks (primarily earthquakes-related risk) that
affect business continuity, the Company formulated in 2013
a Business Continuity Plan (BCP) and engages in BCP activ-
ities with a basic policy of (1) first priority to human life, (2)
early recovery of the disaster-stricken area, and (3) early
recovery of our own operations and production. Initially

Examples of initiatives

Action at times of risk

The Company will set up a taskforce in the event a risk
materializes with an impact on business continuity that
meets a certain criteria. Initial response and production
recovery measures are taken according to the various man-
uals. Each business location holds tabletop exercises as
drills to simulate the occurrence of a risk, in order to raise
the level of our response.

Drills simulating an earthquake

Each September the Company holds various exercises as
part of Company-wide disaster preparedness drills, to
improve our ability to respond to a major earthquake, and to
increase awareness about disaster preparedness.

Security control, information security

Basic approach

For the Company, all forms of information, including those
received from customers and trading partners, are essential
information assets. We undertake various activities to ensure
Officers, employees and all others involved in our operations
are aware of the importance and responsibility that entail
information management.

Examples of initiatives

Security Control Months

(Raising awareness, belongings inspections)

May and October of each year are designated Security
Control Months. The aim is to increase awareness about
security control among employees through education in the
workplaces, awareness surveys, and belongings inspections.

Exercises and training

In February 2019 we held an exercise for targeted e-mail
attack, to learn methods to respond to such cases if an
employee clicks on a fake URL. In October 2019 we held
e-learning for regular employees in back office divisions and
managers in the manufacturing division.
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L S Holding e-learning

Security Control Month poster
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Environmental Management Reduction of CO, Emissions by Lightweight Products

We engage in environmental conservation activities with the aim of
contributing to the realization of a sustainable society.

To reduce CO, emissions with better fuel efficiency, we are working to reduce the weight of our products
as well as taking initiatives to secure future growth, including the development of next-generation mobility.

Excerpt from Environmental Policy

Environmental Philosophy (Revised November 1, 2010)

The seven plants (manufacture of automotive parts, information environment equipment parts, and equipment for
external sales and stamping dies) shall actively contribute to the conservation of the global environment by posi-

tioning environmental management as a core element of their business activities, under the recognition that envi-

ronmental conservation is a task of global significance.

Accordingly, by designating the environmental management system as an important foundation of its business
activities, each plant shall make improvements on an ongoing basis with respect to elements of its business activi-
ties that impact the environment and work to achieve harmony with the local communities.

Environmental management system

Futaba is engaged in cross-departmental improvements
activities across plants led by the Pollution Prevention,
Waste Reduction, Energy Conservation and Resource
Conservation Subcommittees. We will continue to utilize the
environmental management system and strive to make fur-
ther improvements.

Environmental education

Ongoing training is provided by outside instructors to our
ISO Secretariat and general managers, in order to enhance
knowledge.

Compliance with related environmental laws and regulations

As part of ISO14001 activities, Futaba has established strict-
er voluntary standards than existing agreements, based on
which the compliance status is confirmed periodically, with
the Pollution Prevention Subcommittee playing a central role.

Environment-related complaints and responses

Noise levels in our production activities is controlled in
accordance with our voluntary standards, which are more
stringent than laws, regulation, and existing agreements.

Resources input and waste output (FY2019)

Futaba is working to reduce substances of concern by keeping complete track of energy and other resources essential to
business activities that are input and CO, and other waste that are output.

Energy Raw materials -
Electricity Metals -
*Purchases only 98 y 063 thousand kWh Iron, stainless

Gasoline 334 steel 311,000t
Kerosene 26« Aluminum 130«
Diesel ol 44 Non-metals

Type-Afuel oil 2,051 k. Resin 304 ¢
Propane 96+

City gas 2,636 thousand me O

Chemicals
sss, (I
Water resources ‘
Tap water 60 thousand t Paper

Industrial water 300 thousand t
7 ,860 thousand sheets
Groundwater 130 thousandt

Atmospheric CO, emissions

Development (Development and production)
59,549 t.co,
~ -
Desi Chemicals O
esign
28 00
D 4
Ty, Waste materials
Procurement .
820
D 4
Industrial scrap "1
Production ﬂ 115,651, (..
A 4

Atmospheric CO, emissions
Distribution -5 (Distribution)
and sales 19,725 1o, @

e
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Development of exhaust manifolds® that contribute to weight improvement

The product was designed by using analytical technology to
optimize its form and sheet thickness. In its production, we
used a new stamping method to create an integrated struc-
ture, reducing the number of components by 20% and weld
length by 35%, while ensuring stable quality globally.
Toyota’s new car model YARIS adopted this product first.

*Exhaust manifold: Exhaust system parts to rectify and purify gases generated from
engines

Reduce product weight by 10% ‘

Integrated structure via
pipe crush method

Integrated structure using
new stamping method

%
Exhaust manifold

Lightweight exhaust system through the use of variable valves

Use of a variable valve inside the muffler simplified the struc-
ture while making it more compact, and analysis has opti-
mized the shape to reduce sheet thickness of the parts. This
achieved higher sound damping performance and lighter
weight, contributing to better fuel efficiency. Futaba’s prod-
ucts are installed in the new care model YARIS produced in
Europe by Toyota Motor Corporation, and will be used on
other models in the future.

*Exhaust system: Multi-functional parts that minimize noise from automobile engines
and purify combustion gases, as well as optimize exhaust pres-
sure to improve engine performance.

StVlks Reduce product weight by 10%

‘ A variable valve is used internally

Exhaust system

Development of production methods using cold stamping ultra-high tension materials

Futaba seeks to improve the fuel efficiency of automobiles
while reducing CO, emissions by promoting lighter weights
with thinner high-tensile steel sheets and removing reinforcing
parts. There are two mass production technologies: using
1470 MPa-level hot stamping material and 1180 MPa cold
stamping material. Futaba is working on development using
1470 MPa cold stamping ultra-high tension material, despite
the considerable engineering issues such as formability, as
this will substantially reduce CO, emissions during processing.

St\lks Reduce product weight by 10% ‘

Body frame parts

R&D project in Aichi Prefecture

A joint research project by Futaba and Nagoya Institute of Technology Development of high-functionality
was selected as part of the Knowledge Hub Aichi’s Priority Research
Project Phase I, Aichi Prefecture’s flagship R&D program. Futaba will
work on this joint industry-academia-government project for the
future with support from Aichi Prefecture to contribute to developing
next-generation mobility and achieving a low-carbon society.

GaN power devices and high-per-
formance power circuits

Development of technology to grind
gallium nitride (GaN) crystals, which

are essential to electric vehicles, and
high-efficiency power converters
using GaN power semiconductors
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Environmental Activity Report

Reduction of CO, Emissions in Production Activities

We are actively promoting energy conservation activities in processes ranging
from production technologies to manufacturing sites.

Promoting activities to reduce CO, emissions

Futaba is promoting energy conservation activities across all
its plants. We are also working to reduce our specific energy
consumption by 1% or more per year, as stipulated in the
Act on the Rational Use of Energy, by tracking energy use in
each plant.

Reduction of CO, emissions in distribution

Futaba is rationalizing distribution routes at full trailer-loads
to cope with the increase in transportation between plants
to remote locations.

CO, emissions

. . Environmental Activities A
Corporate Information SDGs Initiatives Governance Social Activities Report Financial Summary
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(t-CO,)
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CO, emissions in distribution

(t-CO,)
19,725
17,195
13,797
11,839 12,044 I I
2015 2016 2017 2018 2019 v

Case 1: Planning to reduce energy usage in laser welding by energy displacement

Before _— After

Use of CO, (carbon dioxide) laser welding
— Metal mirror
[ L % Lens
Welding {/ 2

Change to fiber laser welding (Fy2020 to FY2030)

Light condensation

Fiber cable Welding

 —]
Welded object

Semiconductor laser

m Reduction of CO, emissions: 460 t-CO, per year

Case 2: Energy conservation by standardization of the inverter control equipment of the hydraulic pump

Inverter pump for control

FUTABA INDUSTRIAL Report 2020

Using inverter control for the hydraulic pump active in the
production line reduced pump rotations during no-load

running in the cycle, achieving energy conservation.

Greater effect is obtained by standardizing equipment
inside and outside Japan.

m Reduction of CO, emissions: 186 t-CO, per year

Case 3: Renovation of cogeneration hot and cold water pipes (Midori Plant)

Before _— After
Because the air conditioning systems in the two air condi- By connecting the hot and cold water pipes, operation of
tioned areas were independent of each other, both operat- just one water cooling/heating machine can now cover
ed simultaneously even at low load times. both areas.
— ;=§'.-.- —) —
EH
" -l L 'y
Water cooling/ Air conditioning area 1 Water cooling/ 1 Air conditioning area 1
heating (Buildings 1/2/3) heating (Buildings 1/2/3)
machine 1 machine 1
— [ > B
‘.:E'::'.l' ====:'l;
A iy
Watefbooling/ Air conditioning area 2 WatefcooHng/ Connection of Air conditioning area 2
heating (Buildings 4/5/6) heating hot and cold (Buildings 4/5/6)
machine 2 machine 2 water pipes
m Reduction of CO, emissions: 91.6 t-CO, per year

Case 4: Energy conservation by changing the compressed air blower in the washer draining process
(Takahashi Plant)

Before _— After
Moisture on products in the cleaning process is blown off Switched to low-pressure air blasts using a roots blower
with compressed air from the compressor. (5.5 Kw) with low heat dissipation to drain water.
Shower nozzle
Products — 7
- e
Shower nozzle Compressed air nozzle s g "J T Ry A 11|
, ] ; S ) Mesh conveyor =y ? (™ =
F T o s A g o

[ by
O Mesh conveyor : & & O . —

Product ' — ‘
roducts N e = o T * * —
~ A A& A ! A Cleaning process ' Draining process

L %P]_?, [ inverter
Cleaning process : Draining process ‘;‘ Sg\t;vtsr
ey unit
RS, N | 5.5 Kw
Photo of the roots blower unit |
m Reduction of CO, emissions: 15.5 t-CO, per year

Receiving an Excellence Award in the 2020 Aichi Environmental Awards

The Aichi Environmental Awards were established by Aichi Prefecture to publicize the high quality of the prefecture’s
environmental technology and activities. Futaba’s agleaf®, CO, purification, accumulation, and application device for
greenhouse cultivation received an Excellence Award in these awards.

At the award ceremony agleaf® CO, purification, accumulation, and application device
for greenhouse cultivation
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Environmental Activity Report

Activities to Minimize Environmental Risk and Preserve Biodiversity

With the aim of achieving a harmony between humanity and nature, Futaba manages and
minimizes use of chemicals while promoting activities to protect the natural environment.

Quantities of PRTR* VOC* emissions
Efforts to reduce substances of concern substances released
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Futaba uses a chemical management system to manage the (0 34 Q)
quantities of substances of concern used, transferred, or 29 27 31
released. 21 23 o 29
Quantities of PRTR pmosprere
substances released and 23 t 1 1l
transferred in FY2019 T

i Products 2015 2016 2017 2018 2019V 2015 2016 2017 2018 2019FY

358~

(FY2019)

—246:

*PRTR: Pollutant Release and Transfer Register
A system whereby the release and transfer of chemicals suspected of being
harmful is tracked quantitatively and registered.

*VOC: Volatile Organic Compounds

Underground - Landfill  Water areas  Waste Hazardous substances that create photochemical oxidants and other substances,
seepage materials thereby causing health problems.
O+ O: O: 89:

Topics (Canisters conforming to North American regulations*)

We are developing products that lead to lower output of substances
of concern generated in the use of automobiles.

Futaba has contributed to reducing emissions of evaporative gases that gener-
ate VOC at a low cost, by adopting a unique double-layer activated carbon
structure in the development of our canisters. These canisters are used in vehi-
cles of Nissan Motor Co., Ltd.

*Canisters: a device that adsorbs evaporative gases from the fuel tank to emit clean air from the vehicle.

m Evaporative gas volume of 20 mg or less Canister

Efforts to preserve biodiversity

Futaba promotes the protection of biodiversity with the aim
of achieving a harmony between humanity and nature. One
of our efforts is reforestation activities by leasing the forest
owned by Okazaki City since 2011, to make manmade for-
ests more similar to natural ecosystems. We promote tree
planting at our locations overseas and are engaged in activi-
ties for the sake of the environment and biodiversity.

Reforestation activities Tree-planting activities in India (FMI)

Social contribution activities for a society in harmony with nature

We are actively participating in clean-up activities held by
municipalities where our plants are located. Our environmen-
tal protection activities are ongoing in communities. We also
engage in regular clean-up activities around plants and loca-
tions overseas, helping to beautify the surrounding areas.
Our domestic subsidiary FUTABA HIRAIZUMI
CORPORATION contributes to preserving the local land- ; i = ——
scape by clean-up activities in the town of Hiraizumi (Iwate ﬁ:;i\']'z“jhjcgg‘s;&m‘;ﬁ)m‘ (R gﬁ’ﬁ&fﬁﬁ%‘gﬁg}g*‘ggfg%’:NGZHOU
Prefecture), where it is located. This town has historic land-

marks that are registered as World Heritage Sites.
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Initiatives to Reduce Waste and Conserve Resources

Futaba ensures the best use of limited resources by reducing waste and water usage.

Efforts to reduce waste output estelopT

®
We are promoting efforts to reduce the quantity of waste

output and landfill waste. We are working on the recycling 1,145 1,101

mainly of waste oil, plastics, and sludge. 904 861 820
2015 2016 20117 2018 2019 ™

Efficient use of water resources Water usage
. . . . (thousand t) M Groundwater ' Industrial water Bl Tap water

Futaba uses industrial water and groundwater in various 1

processes including the cooling of its facilities, cleaning of its ‘ﬁ’m EEs 643 607

products and airtightness inspections. Futaba is making . M 490

efforts to reuse its water resources by building recirculating - 423 352 64

systems at various sites. £SO .

244 234

L 1- 0 &
2015 2016 2017 2018 2019 ™
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Social Activity Report

Relationship with Customers

Based on our management principle to be “a company that is trusted by and essential to our customers,”

we are active in quality improvement activities to improve the trust of our customers.

Basic approach

By setting quality assurance rules as the foundation of work
and following the S-D-C-A daily improvement cycle (stan-
dardize, do, check, act) to gain the trust of customers, we
are striving to improve our quality assurance systems with
an emphasis on processes.

Efforts to ensure the safety and reliability of new products

We have built a development system that fully integrates our
customers in order to develop new products with high levels
of safety and reliability. In recent years we are promoting
with our customers virtual development that does not
require prototype vehicles. By incorporating IT into develop-
ment, such as creating databases of past knowledge or
applying RPA* to standard operations, we can achieve high
quality, high efficiency development.

In the future we will also work on parts for fuel cells for
home use and new business development in addition to our
existing products to contribute to a sustainable society.

*RPA:Robotic Process Automation
Efforts to utilize Al and other solutions for tasks previously assumed to be per-
formable only by humans

Virtual development concept
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Efforts for customer satisfaction

In order to enhance the satisfaction of end users, we coop-
erate with customers from the planning stage onward,
including working together on new technologies, tackling
issues on mass production as well as incorporating improve-
ments into new models.

Efforts for human resources and workplace development

Our training program inculcates knowledge of quality
required for commercialization and auditing skills for manu-
facturing processes and quality assurance systems.

The quality assurance rules
enhance understanding of personal
roles, responsibilities and the signifi- 3%
cance of work, thereby increasing
satisfaction.

In-house training
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We will also enhance the quality assurance system, uniting
all the Company’s functions as one, by developing human
resources capable of performing operations with a sense of
ownership through work quality improvement activities based
on the concept of total quality management (TQM).

Failure recurrence countermeasures and preventive measures

We are conducting our daily activities to respond to the
expectations of our customers via activities such as busi-
ness quality improvement with TQM, quality control activity
confirmation meetings, and regular quality meetings. In addi-
tion, we are working to improve quality including by the
sharing of issues and failure information as well as examples
of improvements through regular meetings with suppliers.

The Chief of Quality Assurance Center visits each plant
twice a year, to perform an overall inspection of the quality
assurance structures and provide guidance. Improvements
are made through these inspections, and development of
structures and improvement in quality level are sought to
prevent serious quality problems from arising.

Quality control activity confirmation meeting

Examples of awards

As a token of customers’ appreciation of our efforts, Futaba
has been commended in a wide range of fields.

Kaizen Excellence Award from Toyota Motor Corporation
We received this award in rec-
ognition of our efforts in kaizen
(improvement) of the quality,
cost and delivery (QCD) perfor-
mance of prototypes, in which
we achieved zero defects.

Trophy and letter of appreciation

Premium Partner from Fuji Xerox Co., Ltd.

We were commended as the
Premium Partner 2019, for the
ninth time in nine consecutive
years, in recognition of contrib-
uting to QCD.

Premium Partner 2019
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Relationship with Shareholders and Investors

We strive to ensure our information disclosure is timely, appropriate, and impatrtial,

and to engage in good communication with our shareholders and investors.

Basic approach

Futaba discloses important information, such as information
on decisions, actual events and financial results that affect
investment decisions, in accordance with the Financial
Instruments and Exchanges Act and other laws and regula-
tions, as well as in accordance with the rules stipulated by
the Tokyo Stock Exchange.

We also voluntarily disclose information that does not fall

Holding the ordinary general meeting of shareholders

The meeting of shareholders is a precious opportunity for
constructive dialogue with our shareholders. We make
efforts to allow more of our shareholders to attend the ordi-
nary general meeting of shareholders.

We have adopted online voting to facilitate the exercise of
voting rights.

Communication with investors

Futaba holds briefings on its financial results for institutional
investors and analysts twice a year, to report on our man-
agement policy, growth strategy and performance.

We also hold tours of our facilities for institutional inves-
tors and analysts at their request. A tour of our subsidiary
GUANGZHOU FUTABA AUTO PARTS (China) was held in
2019.

within the foregoing category but may affect our stakehold-
ers or is believed to be helpful in promoting understanding of
Futaba, based on our own judgment.

Additionally, in compliance with the fair disclosure rules,
we appropriately manage important facts yet to be made
public, and disclose information in a fair manner.

g106m EHHERS

RETIERHREE moEE
SDGs B &

The Ordinary General Meeting of Shareholders

Main IR activities in FY2019

Scope Outline

Financial results briefing

.Donlwesltic Individual interviews/telephone
institutional interviews
investors,

securities analysts Individual visits

Facility tours (China)

Overseas Individual interviews/telephone
institutional . .
. interviews
investors

o Issue/dispatch of notice of general
Individual meeting of shareholders
shareholders,

Issue/dispatch of shareholder
newsletter

individual investors

Policy for returns to shareholders

For Futaba, increasing the profits of our shareholders is a key management priority. We distribute profits with the basic policy
of maintaining stable dividends, and will strive to meet the expectations of our shareholders with overall consideration of our

operating results, dividend payout ratio, and other factors.

FUTABA INDUSTRIAL Report 2020



Message from Environmental Activities X o
THE FUTABA WAY Corporate Information SDGs Initiatives Governance Social Activities Report Financial Summary
the President Report

Social Activity Report

Relationship with Suppliers Relationship with Local Communities

From a global viewpoint, our aim is to seek growth and expansion by building mutual trust with
our suppliers, through optimal procurement activities geared to social demands.

We are aspiring to enhance our social contribution activities
by actively communicating with the local communities.

Basic approach

1. Open and fair optimal procurement

In the selection of suppliers, we clarify our expectations in terms of quality, cost, technological capabilities, delivery and SE
capabilities, and assess the accomplishments of each candidate in a fair manner. In the case of new businesses, we take a
consistently open approach, making impartial decisions with comprehensive consideration of economic conditions, the pres-
ence of any antisocial elements, and environmental initiatives.

2. Ongoing transactions based on mutual trust

We mutually cooperate to maintain direct and two-way communications with our suppliers and aim for building reciprocal rela-
tionships based on trust through long-term and ongoing transactions. Going forward, we press ahead with achieving greater
competitiveness throughout the entire supply chain.

3. Matching global perspectives with optimal local procurement

We are pursuing a globally competitive procurement base to contribute to manufacturing best suited for our customers’ production bases
and the latest technologies and production methods. We proactively adopt local suppliers and striving to contribute to local communities.

Establishment of trust with suppliers

Communication activities with suppliers

Key issues and activities in the entire supply chain are
shared through events such as the policy briefing and excel-
lent supplier awards, aiming to gain mutual understanding
and cooperation as well as synergistic effects to achieve
solutions to problems and build relationships of trust over
the medium to long-term.

. . . Presentation of the Futaba Suppliers
Activities of Futaba Suppliers Cooperative Cooperative Gircle

Workshops, QC circle competitions, sectional meeting activ-
ities and next-generation executive meetings, etc. serve to
raise the overall level of the Cooperative and to encourage
the growth and improvement of the abilities of both organi-
zations and individuals.

Human resources development activities

We provide group training to suppliers treating them as part P o . -
of the Futaba Team, and continue to grow together. Quality R sl CeRpEa S TIES
support and system-building activities are also held to help

engagement with quality and other such issues.

Supply chain risk management/BCP activities

The entire Futaba Group, together with its suppliers, works to ensure that it can promptly engage in initial response when an
emergency occurs and stage a swift recovery. We also have a management system in place to confirm suppliers’ safety and
operations in a timely manner, while receiving their cooperation. We facilitate suppliers’ development of their BCPs according
to our guidelines, and support ongoing improvement of their systems.

Building a sustainable supply chain

Suppliers are encouraged to adopt green procurement and our CSR Guidelines, with the aim of attaining mutual growth and
building a sustainable supply chain while coexisting with and contributing to local communities.

Final briefing of the Futaba Academy

(1) Environment

Based on Futaba’s environmental policy as encapsulated in the Green Procurement Guidelines and elsewhere, the Company
promotes structures for legal compliance and environmental management systems together with efforts to reduce our environ-
mental impact. Our goal is to ensure the realization of an environmentally friendly and sustainable supply chain.

(2) Contributions to and coexistence with society

The Supplier CSR Guidelines clearly state our expectations toward our suppliers, while we promote business activities focused
on CSR together with our suppliers based on mutual understanding and relationships of trust.
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Basic approach

Futaba’s basic approach to contributing to society is
embodied in our management principle to “Be a company
that is broadly supported and loved by the local society.”
This serves as the base for actively expanding our social

servation, community activities, fostering youth, and welfare
for local communities. We encourage employees to join in
social contribution activities, with the aim of being a compa-
ny that can earn the trust of our stakeholders.

contribution activities in the key fields of environmental con-

Examples of activities of the Futaba Group

Holding traffic safety classes Japan | Head Office Sponsoring the Kota Kite Japan | Kota Plant
for the elderly B Festival —y L 2
A traffic safety class using a S
simulator was held with the |
cooperation of Okazaki City
and the Okazaki Police
Station.

) by anns
The Company participated for =
the first time in the street
stalls for the Kota Kite
Festival (Kota-cho, Nukata-
gun, Aichi), where employees
mingled with local residents.

5
Pork miso soup stall organized
by Kota Plant

Traffic safety class for the elderly

Holding workshops for technical Encouraging purchases of goods made by people

high school students with disabilities
Japan | Takahashi Plant Japan |FUTABA GENERAL CO., LTD.

Workshops to experience S The Company sells goods
manufacturing are held for . ¥ d from a group home for peo-
students of a local technical ple with intellectual disabili-
high school, covering cre- ties at its canteen. Proceeds
ation of 3D data applying from the sales go to support
CAD/CAM to the processing the operations of NPOs. -

of materials. Workshop for technical high school students Selling goods made by people with
disabilities at a canteen

Giving employment opportunities to former inmates

FCZ has supported the Czech Republic ‘Futabaczech,s_,_o_ FIl invites local disadvan- Indonesia ‘PtFuyﬁggLNElss$§rRlAL

Providing food after Ramadan

Yellow Ribbon Run since ) ; taged children to enjoy meals
2017 to give second chances '“"‘"m::s;:‘li.&::;aﬁ4 I as part of Buka Puasa’, the
to former inmates, offering MRASTUAJEIEY 2 ending of Ramadan.
employment opportunities to | g : ;
approximately 80 such peo-
ple so far.

*Buka Puasa: The dinner after the end of Ramadan
in Indonesia.

Yellow Ribbon Run Providing meals to children

Futaba Industrial Japanese-style Baseball Team

The Futaba Industrial Japanese-style Baseball Team was
founded in 1982. The team has steadily built up its strength to
expand its sphere of action in Japan, such as for instance win-
ning the prefectural competition three times and entering the
best eight teams of the nationwide tournament in FY2019. The
players are actively involved in local activities such as holding
baseball workshops for youth, giving their best to be a team
with the full support of our home side.

Best eight in the Nationwide Emperor's  The third Futaba Youth Baseball
Cup Tournament Workshop
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Social Activity Report

Relationship with Employees

Futaba will respect the personalities and individuality of our employees, ensure a safe and

pleasant work environment, and strive to provide comfort and enrichment to our employees.

Building a workplace where safety comes first

Basic approach to safety and health

We believe that the safety and health of each one of our
employees is a precious asset and management resource.
Based on the concept that “Safety always takes first priority,”
we seek to ensure workplace environments facilitating safety
and ease of work, respecting the personalities and individu-
ality of our employees, while striving to ensure their satisfac-
tion and fulfillment.

Safety education

Under our belief that it is possible to achieve a zero accident
record, Futaba provides safety education to achieve zero
accident workplaces, seeking to ensure that basic practices
are thoroughly carried out. Education and activities centers
on safety education by rank for newly appointed managers,
and activities to boost safety awareness Company-wide via
e-learning.

Efforts to improve employee health

The three types of management for health (health manage-
ment, work management, and environmental management)
are key activities for the Company. Regular health checkups
have a 100% rate, with follow-up steps taken for those rec-
ommended by the industrial physician as requiring examina-
tion upon judging whether the employee is fit for work. To help
maintain and improve health and fitness, the Karada Iki Iki

Holding Safety and Health Committee meetings

Based on the Industrial Safety and Health Act, each plant
holds a Safety and Health Committee meeting once a
month. Company-wide Safety and Health Committee meet-
ings are held four times a year, discussing the industrial acci-
dents status report, progress of safety activities, health
activities, for example, to ensure a pleasant workplace. The
labor union puts forward problems or opinions regarding
safety and health, to share and answer.

Utilization of diverse human resources

We work to develop and maintain internal environments
where diverse human resources can be active as corporate
activities expand globally. Our recruitment activities aim to
secure excellent human resources regardless of nationality
or gender. As one example, we have set a goal of 20% or
more women among our graduate recruits.

We also actively employ persons with disabilities to assist
them to live independently and participate in society. The
percentage of employees with disabilities in FY2019 was
2.27% and exceeded the statutory requirement. We are con-
sidering measures such as raising the continued employment
age for employees re-employed after mandatory retirement.

FUTABA INDUSTRIAL Report 2020

Frequency of industrial accidents
(Disabling injury frequency rate)

All industries ©Manufacturing @Futaba

Offices with 1,000 or more employees 0.56 0.52
0.46 0.47
0.39
0.95 0.29
0.24 .
0.23 0.26
0.19
0.11 0.22
0.00 0.10
2015 2016 2017 2018 2019

Source: Survey on Industrial Accidents, Ministry of Health, Labour and Welfare
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Implementing safety education

(healthy body) Campaign is held as part of the October Health
Month activities as an opportunity to correct lifestyle habits.
We also work to prevent in advance or avoid the recurrence of
mental health issues, such as by providing employees with
mental health education and conducting stress checks. Based
on regular advice from health consultants, we also work on
improving workplace tasks and environments.

Company-wide Safety and Health Committee

Number of employees in continued employment after mandatory
retirement and percentage of employees with disabilities

BNumber of employees in continued employment after mandatory retirement
Percentage of employees with disabilities (%)

128
110
- 94 94
A0
2.21
2.21
2.20
2.14

2015 2016 2017 2018 2019 @™
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Efforts for human resource development

Based on our belief that the growth of each individual
employee leads to the development of the corporation,
Futaba promotes the development of global human resourc-
es capable of performing operations with a sense of owner-
ship and the development of human resources able to make
the maximum use of their individual abilities. To achieve this,

Training system

we implement education by rank, function, and workplace,
while also leveraging the Monozukuri Training Center* to fos-
ter individuals and establish workplaces that are strongly
geared toward manufacturing, as well as cultivate masters
who excel in specific skills.*

*Monozukuri Training Center: Our internal training center where employees learn about safety,
quality, and core technologies, etc.

Management Management training for managers ol | S
T = &) <)
positions Training for new managers £lls 2]
SMNE < o1&
. Training for assistant managers A S = =N
Assistant managers 9 9 3 o238 S| |8 <
. . . @KL = 3 <
Problem solving-oriented business > 55| 2|8 o3 %
improvement training (advisers) 3 e £l |8 c 2 (2=
- - - 242 HEH =5 SH s S
Problem solving-oriented business gl |5 288 g lzllg
General improvement training (basic/advanced) g 2 2lleg® “ &8
(@) >
L o
4th-year training

New recruit training, Monozukuri training,

New employees L X
ploy follow-up training for new recruits

Holding the Futaba Skills Competition

The Futaba Skills Competition is held as part of our efforts to
develop skilled human resources. Each year approximately 60
contestants, including from Group companies, compete in
four categories: sheet metal, welding, electronics, and inspec-
tion. Winners of the plant competitions go on to test their
skills against each other in the Company-wide competition.

Examples of initiatives and systems

Competing in arc welding skills

Efforts for a good work-life balance

The Company aims to improve the work-life balance of our employees, to achieve diverse, flexible, and effective work styles.

Competing in sheet metal skills

Promotion of

Achieved the goal of 16 days of paid annual leave taken (the FY2020 goal is 17 days)

taking paid annual
leave

Taking refresh leave (can take five consecutive days leave after a specific number of years of service)
and three-day consecutive paid annual leave (each year)

Shorter total
working hours

Each Wednesday is set as a No Overtime Day when staff are encouraged to leave at the set time

Supporting
childcare

Childcare leave (until the child reaches 2 years of age), childcare shorter working hours (until the child
has completed the fourth grade of elementary school), restrictions on overtime work (until the child

enters elementary school), and child nursing leave (5 days per year; maximum of 10 days per year)

Supporting nursing  Nursing care leave (up to 365 days; may be taken up to 3 times) and a nursing care shorter working
care hours system (3 years from the start of use; no limit on the number of times taken)

Number of days of paid annual leave taken (average)

Utilization of childcare support systems

(days)

M Persons taking childcare leave Persons taking shorter working hours
® Percentage returning to work after childcare leave

17.0 17.0 163 16.9 17.5 100 100 100 100 100
13
53 54
43 44 41
32
28 26
I I I 1 =
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019 )
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Financial Summary (Consolidated)
(Millon yen)
(FY) 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Operating results
Sales 376,323 373,458 372,083 365,246 399,378 422,874 437,640 412,383 440,446 461,705 476,165
Operating profit (loss) 3,183 11,885 2,630 (360) 2,784 4,367 3,121 8,976 11,258 6,797 10,621
Ordinary profit (loss) (399) 8,483 335 (2,163) 2,073 2,116 636 7,542 10,955 6,449 9,968
Profit (loss) before income taxes (2,841) 6,879 (1,234) (4,264) 7,020 2,116 533 5,619 6,380 6,158 10,340
Profit (loss) attributable to owners of parent (565) 3,346 (4,747) (5,0687) 2,954 1,039 (1,195) 4,806 10,721 3,509 6,357
Capital expenditures 30,106 15,188 13,382 16,667 21,474 20,480 26,514 16,330 20,252 41,347 27,385
Depreciation 30,414 25,456 21,891 20,093 20,167 20,318 24,152 21,073 20,515 23,078 24,497
R&D expenses 1,953 2,130 2,214 2,162 2,586 2,940 3,079 3,235 3,367 3,494 3,443
Net assets 50,459 51,542 48,175 49,691 57,600 66,914 56,179 67,029 75,691 75,211 76,488
Total assets 257,205 216,966 221,579 225,314 237,019 255,311 233,303 242,311 253,362 249,061 253,517
Interest-bearing debt 114,800 90,900 87,000 96,100 91,200 95,000 90,700 84,600 81,300 84,900 82,300
(ven)

Per share information
Earnings (loss) per share (8.09) 47.84 (67.86) (72.44) 42.24 14.86 (17.09) 65.76 119.82 39.22 71.03
Net assets per share 544.42 544.30 511.42 520.77 5956.74 720.87 593.39 607.17 731.50 734.90 753.80
Dividends 0.00 3.00 0.00 0.00 3.00 3.00 3.00 3.00 10.00 10.00 10.00
Payout ratio (%) - 6.3 - - 7.1 20.2 - 4.6 8.3 25.5 14.1

(Million yen)
Cash flow
Cash flows from operating activities 51,429 33,270 17,932 14,861 23,266 25,780 22,751 26,178 24,960 25,410 34,020
Cash flows from investing activities (20,281) (14,990) (14,787) (18,987) (13,235) (31,451) (20,3393) (20,902 (27,081) (30,961) (26,443)
Cash flows from financing activities (23,956) (20,596) (8,460) 3,682 (10,702) 1,017 (3,612) 3,262 (6,304) 1,489 (5,572)
Cash and cash equivalents at end of period 20,015 16,517 16,500 17,932 20,237 14,576 13,121 20,581 11,960 7,541 9,370
Financial indicators
Operating profit ratio (%) 0.8 3.2 0.7 ©.1) 0.7 1.0 0.7 2.2 2.6 1.5 2.2
Equity ratio (%) 14.8 17.5 16.1 16.2 17.6 19.8 17.8 224 25.8 26.4 26.6
Return on equity (ROE) (%) (1.5) 8.8 (12.9) (14.0) 7.6 2.3 (2.6) 10.0 17.9 5.3 9.5
Return on assets (ROA) (%) 0.2 1.50 @2.1) 2.2) 1.2 0.4 (0.5) 2.0 4.2 1.4 25
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