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Commission (the “SEC”) on behalf of Fuji Heavy Industries Ltd. (the “Company’’) pursuant
to the exemption from the Securities Exchange Act of 1934 (the “Act”) afforded by Rule

12g3-2(b) thereunder.

The Company has filed with the Tokyo Stock Exchange or provided to its

shareholders, the following documents between August 2005 and October 11, 2005.

Enclosed please find English language documents.

e ‘“‘Annual Report for year ended March 31, 20057, released in August 2005

e ‘2005 Environmental & Social Report”, released in September 2005

Zj
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The following announcements have also been made by the Company. Enclosed

please find English translations of the following documents.

Press Release dated August 5, 2005 regarding “Exhibition outlines of the 61%
Frankfurt Motor Show”

Press Release dated August 17, 2005 regarding “Fuji Heavy Industries Applies to the
FIA for Group N Homologation for the Subaru Impreza WRX STI spec C”

Press Release dated August 18, 2005 regarding “Fuji Heavy Industries Announces Its
Development of the Turbo Parallel Hybrid and Lithium-Ion Capacitor Technologies”

Press Release dated September 2, 2005 regarding “Fuji Heavy Industries and Tokyo
Electric Power Begin Joint Development of Electric Vehicles”

Press Release dated September 28, 2005 regarding “Exhibition outlines of the 39"
Tokyo Motor Show 2005”

Press Release dated October 5, 2005 regarding “Toyota and Fuji Heavy Industries to
Agree on Business Collaboration”

Press Release dated October 5, 2005 regarding “Fuji Heavy Industries dissolves
alliance with General Motors, entering a new business collaboration with Toyota”

Press Release dated October 5, 2005 regarding “Personnel changes of corporate
executives”

Press Release dated October 5, 2005 regarding “Revision of Performance Projection
for Fiscal Year Ending March 31, 2006”

Press Release dated October 5, 2005 regarding “Notice of repurchase of company’s
own shares through ToSTNeT-2”

Press Release dated October 5, 2005 regarding “Notice of change of the top
shareholder”

Press Release dated October 5, 2005 regarding “Notice of dissolve of strategic
alliance with General Motors Corporation”

Press Release dated October 6, 2005 regarding “Notice of results of repurchase of
company’s own shares through ToSTNeT-2”

Press Release dated October 6, 2005 regarding “Notice of change of the top
shareholder and related company”
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e Press Release dated October 6, 2005 regarding “Notice of repurchase of company’s
own shares through ToSTNeT-2”

e Press Release dated October 7, 2005 regarding “Notice of results of repurchase of
company’s own shares through ToSTNeT-2”

o Press Release dated October 7, 2005 regarding “Notice of repurchase of company’s
own shares through ToSTNeT-2”

e Press Release dated October 11, 2005 regarding “Notice of results of repurchase of
company’s own shares through ToSTNet-2”

Please also see Exhibit A for a list of all English documents enclosed.

No English versions or translations have been prepared for the following documents,
and therefore, we have prepared English summaries to these Japanese language documents
below on Exhibit B, enclosed.

1. Vehicle Recall Information posted on the company’s website:
(http://www.thi.co.jp/recall/main.htm)

2. Extraordinary Report regarding change of the top shareholder of Fuji Heavy
Industries Ltd., as filed with the Kanto Local Finance Bureaus on October 6, 2005

This information is being furnished under paragraph (1) of Rule 12g3-2(b) with the
understanding that such information and documents will not be deemed to be “filed” with the
SEC or otherwise subject to the liabilities of Section 18 of the Act and that neither this letter
nor the furnishing of such information and documents shall constitute an admission for any
purpose that the Company is subject to the Act.

Please do not hesitate to contact me at (81)-3-5251-0232 if you have any questions
regarding the enclosed information.

Very truly yours,
Mazahing Phada / y%

Masahisa Ikeda
Enclosures
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English Documents

“Annual Report for year ended March 31, 2005”
“2005 Environmental & Social Report”
Press Release “Exhibition outlines of the 61% Frankfurt Motor Show”

Press Release “Fuji Heavy Industries Applies to the FIA for Group N
Homologation for the Subaru Impreza WRX STI spec C”

Press Release “Fuji Heavy Industries Announces Its Development of the Turbo

Parallel Hybrid and Lithium-Ion Capacitor Technologies™

Press Release “Fuji Heavy Industries and Tokyo Electric Power Begin Joint
Development of Electric Vehicles”

Press Release “Exhibition outlines of the 39" Tokyo Motor Show 2005”

Press Release “Toyota and Fuji Heavy Industries to Agree on Business
Collaboration”

Press Release “Fuji Heavy Industries dissolves alliance with General Motors,
entering a new business collaboration with Toyota”

Press Release “Personnel changes of corporate executives”

Press Release “Revision of Performance Projection for Fiscal Year Ending
March 31, 20067

Press Release “Notice of repurchase of company’s own shares through
ToSTNeT-2”

Press Release “Notice of change of the top shareholder”

Press Release “Notice of dissolve of strategic alliance with General Motors
Corporation”

Press Release “Notice of results of repurchase of company’s own shares
through ToSTNeT-2”

Press Release “Notice of change of the top shareholder and related company”

Press Release “Notice of repurchase of company’s own shares through
ToSTNeT-2”

Exhibit A

Date Released
August, 2005
September, 2005
August 5, 2005

August 17, 2005

August 18, 2005

September 2, 2005

September 28, 2005

October 5, 2005

October 5, 2005

October 5, 2005

October 5, 2005

October 5, 2005

October 5, 2005

October 5, 2005

October 6, 2005

October 6, 2005

October 6, 2005
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Press Release “Notice of results of repurchase of company’s own shares
through ToSTNeT-2”

Press Release “Notice of repurchase of company’s own shares through
ToSTNeT-2”

Press Release “Notice of results of repurchase of company’s own shares
through ToSTNeT-2”

October 7, 2005

October 7, 2005

October 11, 2005



Attachment 1






y in Motion

Pt 1 ;_:;«‘
.‘{L";‘
/ sy,
AT | B
i ' T -
5 ¢ ”.\ ﬁii 2, n.} "- ‘\ -
' -, S
ﬁ"" - 44]‘ 0 a0 s
- bl .t - *
- P A e -
i -
7 e =
e - %
. . v oepy
B 3: o W au - 2
i npade “\J
- ey
T
-, ”‘ﬁ“\‘
e
>, "55-;'

G SUBARU

Fuji Heavy Industries Ltd. (FHI) is a global manufacturer of transportation- and aerospace-related products and the
maker of Subaru automobiles. FHI's roots go back to 1917, when Japan’s first Aircraft Research Laboratory (later
Nakajima Aircraft Co., Ltd.) was established, 14 years after the Wright Brothers’ first successful flight of the Kitty
Hawk flyer in 1903. While some of the world’s automakers have their roots in the aircraft industry, FHI is the only
automaker who continues to build aircraft today.

< « On July 15, 2003, the 50th anniversary of the C
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(Billions of yen)

d

Actual Results * Forecast for

R FY2003 " - FY2004 FY200§ FY2006  FY2007 i
s, non-consolidated)’” -~ 555 553 601 597 654 |
R ~ 1,372.3 © 1,433.5 1,448.5 1,470.0  1,580.0 |
’ 67.5 50.3 42.0 31.0 50.0
585 - 56.6 43,6 27.0 48.0
334 38.6 18.2 15.0 27.0
64.6 74.6 85.3 670 - 61.0°
* Depreclation , 48.8 53.2 §1.1 58.0 65.0
" R&D Expenses ‘ 60.1 57.5 53.0 55.5 60.0
| . #%Interest-Bearing Debt ( 389.1 378.9 412.2 410.0 400.0
o ,‘,Exchange Rate (¥/$, non-consolidated) 124 116 108 105 105




Wibaru sales network in China is established FELUETY

July . New SUV development alliance with Saab is agreed

September Peter Solberg wins the first WRC Rally Japan

September Cumulative passenger car sales in Japan surpass -
three million units

SSe . Subaru R2 is awarded 2005 RJC* Car of the Yea

Rl




4 FuJl HEAVY INDUSTRIES LTD.

Moving Resolutely Ahead

Kyoji Takenaka
President and CEQ

Fundamental Reforms

Fiscal 2005, ended March 31, 2005, was the third year of the Fuji Dynamic
Revolution—1 (FDR-1) medium-term business plan, which covers the five
fiscal years through fiscal 2007. Having revised the plan's targets in light
of actual performance during the first three years, we are now placing top
priority on stopping the downtrend in profit and making a turnaround
through reforms that bolster the Company's profit base.

+ + Infiscal 2005, consolidated net sales edged up 0.5% from the level

in the previous year, to ¥1,446.5 billion. However, operating income de-
creased 16.5%, or ¥8.3 billion, to ¥42.0 billion, and net income amounted
to ¥18.2 billion, down 52.8%.

+ + Factors with a positive influence on profitability included a ¥16.4 billion
reduction in the cost of materials along with decreases in R&D expenses
and selling, general and administrative (SG&A) expenses, which had the
combined effect of boosting operating profit ¥24.0 billion. However, this
amount was more than offset by ¥32.3 billion in negative factors, including
a loss on currency exchange, which decreased operating income by ¥15.1
billion, and a deterioration in sales volume and model mix, which reduced
operating income by ¥17.2 billion. This resulted in an ¥8.3 billion drop in
operating income.

» + Although both sales volume and sales revenue in Subaru automobile

operations increased, domestic sales of relatively profitable Legacy and
Subaru R2 models were sluggish. Overseas, such factors as an increase in
marketing costs due to competition in the United States, additional costs
to respond to safety and environmental regulations, and the rising prices
of steel and other raw materials negatively impacted profitability. Rising
sales in other markets and cost reduction efforts were not sufficient to
cover such negative effects.

+ » Because these circumstances have caused FHI's performance to
diverge considerably from the FDR-1 targets, the Company has decided

to increase its emphasis on business rebuilding measures during the
remaining two years of the business plan. Accordingly, while FHI will retain
its vision of being an attractive company with a strong market presence, it
will be reexamining the nature of its strengths and weaknesses and is

- determined to implement fundamental reforms.

+ « Looking at long-term performance indicators, we have revised our
operating income ratio target from 10% to 8%, a level that we believe is
compatible with sustained corporate growth. In view of our strong
emphasis on high asset turnover, we are firmly maintaining our ROA

‘térget of 10%. At this point, | will explain the nature of the revised

FDR-1 planv that will be guiding our efforts during the upcoming two years

- to attain these targets.




'Reasons for the FDR-1 Target Attainment Shortfall and

Principal Features of the Revised Plan

In brief, the revised FDR-1 plan is designed to accurately
assess FHI's current situation and effectively adjust it so
that the. Company can reverse its recent profitability -
downtrend. -

+ « YUnfortunately, the new targets for consolidated
operating income—¥31.0 billion in fiscal 2006 and ¥50.0
billion in fiscal 2007—are.considerably lower than the
previous targets of ¥68.0 billion in fiscal 2006 and ¥91.0

biltion in fiscal 2007. The main reasons for the revision are

a sales volume level that was considerably lower than the
original planned level and a rise in the cost of materials
that was considerably greater than anticipated.

+ » tncontrast to FHI's situation, Japan's major auto-
makers have recorded strong performance and record
profits, but this reflects those companies' large-scale
sales in markets other than Japan and the United States,
high shares of overseas manufacturing operations,

and cther structural factors that make the effect of
currency exchange rate fluctuations on their performance

Overview of the First Three Years of FDR-1

(Billions of yen)

553,

615,000 (units)

Revised: 637,000 (units)

013 {units
o

©.
600,577 (units)
1,446.5

2003

2004

2005

® FDR-1

@ Actual Unit Sales

© Sales

K Operating Income

refatively small. FHI's business structure is the opposite—its profitability is highly dependent on the Japanese market and,
particularly, the U.S. market. This kind of structural difference is presenting us with extremely severe challenges

regarding our performance.

+ + The original form of FDR-1 anticipated that the risk of such structural challenges would be offset by sales volume
growth in Japan and the United States, but the intensification of market competition in both those countries restrained our
fiscal 2005 automobile sales volume to 585,000 units, or more than 9% less than our consolidated target of 639,000 units.
This reflects a domestic sales volume for the Subaru R2 that was much lower than planned and a rise in the U.S. sales
volume following the launch of the Baja and the new Legacy that was smaller than expected.
+ + Alao, as previously mentioned, raw material prices were much higher than expected. Our profitability was heavily
impacted by severe market conditions that did not allow us to raise selling prices to reflect such increases in raw material

prices.

+ + nview of all this, we must do our utmost to quickly restore balance among our sales volume, costs, and selling prices.

Management Vision

« « Small in size, but strong in market presence

+ ¢ Establish a sustainable business model of high profitability with automobiles as the core business* -

Operating income ratio of more than 8% and ROA of more than 10% by 2010

Annual Report 2005 5



To the Stakeholders of Fuji Heavy Industries Ltd.

+ « Joesurvive and develop in line with our vision of being an attractive company with a strong market presence, | believe
it is crucial that we maintain our traditional emphasis on marketing distinctive products that clearly differentiate us from the
major automakers. We must move still further ahead with the unique core technologies that are characteristic of Subaru
automobiles and provide products that accurately meet the needs of customers who have a taste and high expectations
for Subaru. Subaru strengths include such technologies as horizontally opposed engines and symmetrical AWD systems to
provide superb driving performance, which are combined with excellent powertrains, suspensions, chassis, and bodywork
while drawing on sophisticated ergonomics expertise. These are Subaru's core strengths, which we must effectively
leverage and extend while also working to offer superior environment-friendliness and safety so that we can provide
customers with pleasure and a sense of security.

+ +» FHI will continue working to further increase the Business Portfolio Overview

concentration of its resources in business segments
and markets that enable the Company to proactively Z\\ Lerge

leverage its special technologies to generate (" Growth V T

e L Pme{‘ﬂ?l) .

competitive advantages. Ty 7
. . 1 /
» « With regard to sales opportunities, we are i o SUB
. , . . . Eco Aerospace /| /SUBARU. . (yorth Americald

seeking to build a business portfolio concentrated in Toan, E t l.\(Europe/)/ e
areas that offer considerable room for business C) ‘ ; 'F"'fo\ﬁs\}gg_‘i \L 7
growth where we can develop a strong sales network. \/ L )
In this perspective, the U.S. market appears to be the High e § Low

market in which we have the most potential for full-
fledged growth, while Japan and Europe are more
suitable for tightly focused operations on special

markets and segments in which we can make the ) ‘ ~ Small
most out of our unique technologies.

l Barrier
\_to Growth

+ Based on these ideas, the revised form of FDR-1 emphasizes the following five strategic goals:

1. Implementing urgent total cost reductions

. Restructuring product planning

. Increasing asset turnover

2
3. Restructuring sales processes ‘an_vd ‘networks
4
5

. Streamlining the corporate structure

1. Implementing Urgent Total Cost Reductions

Expediting a total cost structure revolution will involve internal structural reforms and other measures designed to reduce
FHI's overall costs.

« + The Company has been working to lower its costs. Nonetheless, when allocating resources, we have tended to give
priority to new vehicle development. At this point, however, we will allocate resources with a strong emphasis on lowering
the cost of materials based on due efforts to achieve an appropriate balance between levels of sales volume, manufac-
turing costs, and selling prices. We are taking.thorough measures to reduce the cost of newly developed vehicles as well
as models currently being mass-produced.

+ +» Regarding new models, we have set the clear-cut goal of achieving ¥100,000 in unit cost reductions, and we are
also seeking a 30% cut in the cost of new mode! development, including the costs of engineering, molds, and dies. As for

6 FUJI HEAVY INDUSTRIES LTD.




models already in mass production, we intend to intensify our current cost-reduction strategies. In particular, cost-cutting
programs initiated in Japan are to be simultaneously implemented at our U.S.-based manufacturing subsidiary, Subaru of
Indiana Automotive, Inc. (SIA}, and these programs are to be very ambitious. We expect that cost-cutting programs will
make considerable use of our alliance with General Motors Corporation (GM).

2. Restructuring Product Planning‘

With respect to product planning operations, FHI is strengthening its capabilities for marketing operations that place even
more emphasis than previously on customer satisfaction.

« » The most important project in the Company's current product portfolic is the B3 Tribeca, which was launched in the
U.S. market in May 2005 as the most premium model in the entire Subaru lineup. We are very pleased to note that the B9
Tribeca's marketing has got off to a smooth start. Situated in the hottest segment of the U.S. automobile market, it has
attracted considerable attention as a new type of midsized SUV. By methodically implementing our marketing plan for the

. B9 Tribeca, we intend to develop it into a new pillar of profitability in our U.S. operations. Regarding existing models, we

implemented major model changes for the Forester and the Impreza during 2005. As the remodeled versions of these
products offer considerably improved fuel consumption performance, the current surge in fuel prices should further
increase the appeal of our strengthened Iineup'in the United States.

+ +» Beginning from a target date sometime in fiscal 2007, we plan to export B9 Tribecas manufactured by SIA to markets
throughout the world, including the Japanese market. In this way, we will be able to respond to vigorous growth in the
midsized SUV segment in the European and Australian markets and cater to a portion of the Japanese market for multi-
passenger vehicies. At the same time, we will be able to boost the capacity utilization rate of SIA and hedge the foreign
exchange risks we face.

+ « indapan, we plan to accelerate our launch of a third new passenger minicar model to next year, and we are expecting
that this model will help motivate our dealers and sub-dealers to increase sales volumes and profitabifity more effectively
than the Subaru R2, which was intended to play that role. Through this strategy and the addition of highly competitive
special-version vehicles, we will do our best to improve domestic profitability.

« « Mereover, our joint development with GM of an SUV for Saab Automobile AB is scheduled to bear fruit in the upcoming
fiscal year.

» + Regarding future product development themes, FHI will move forward with the development of the Legacy platform,
further strengthen its special core technologies, and create new products that eloquently manifest the distinctive Subaru
style. At the same time, the Company will work to increase the efficiency and speed of product development programs
and steadily proceed with medium- to long-term projects to develop a wide range of environment-friendly technologies,
including joint development projects involving such leading-edge GM technologies as those for hybrid cars and new-
generation diesel engines.

Product Portfolio

@ Forester %« New minicar i MC * FMC
® BY Tribeca % New model
V(Japan, Europe, Australia)
% B9 Tribeca {United States) . -~ ® Legacy (United States)
@ Impreza o Légécy (Japan, Europe, Australia)
2005 2006 2007~

* FMC/New Model ® Major Face-Lift
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To the Stakeholders of Fuji Heavy Industries Ltd.

3. Restructuring Sales Processes
* and Networks

In the United States, FHI has leveraged the launch of
appealing new products to expand its relatively low market
share in the sunbelt market and augment marketing
capabilities nationwide. Our previous sales network strategy
was not to increase the number of dealers, but rather to
improve the quality of dealers by increasing the number of
exclusive dealers and dealers with separate showrooms. Yet,
with our expanded product lineup, we are now determined to
increase the number of dealers. We currently have 581 dealers
in the United States and pian to proactively work to increase
that number to 630 by about 2010 through the establishment of
new dealerships in promising locations. Moreover, we are
expanding our network while retaining "Site Control” by having
our U.S. marketing subsidiary, Subaru of America, Inc. (SOA),
invest a portion of the funds initially needed to create a
dealership and team up with dealer candidates who have
excellent dealership operating experience. To implement this strategy methodically and with attention to detail, SOA is
adjusting its regional administration systems and augmenting the specialized capabilities of its Dealer Development
Department. We expect that improvement of the sales network will help us boost our annual U.S. sales volume to 250,000
units by 2009 or 2010.

+ + We are also striving to enhance the profitability of our sales network in Japan. Our measures to augment domestic
sales power have been somewhat delayed—as reflected in the time required to establish the "Partner 21" dealer sales
support network system, which was begun at the start of FDR-1 and completed in spring 2005—and it is extremely
important to accelerate these measures. One means of augmenting domestic marketing power we are considering is the”
integration of marketing-related operations in regional blocks, including the consolidation of administrative functions for
dealers in each block and perhaps the establishment of regicnal holding companies. ‘

» « About 40% of our sales come from our contract basis sub-dealers, including Subaru Shops. The launch of new minicar
models is expected to increase the marketing power of more than 10,000 of these sub-dealers and to expand the sales
volume of both minicars and passenger cars.

« » Regarding Europe, where our automobile business performance has greatly improved, we are strengthemng the
capabilities of our wholly owned subsidiary Subaru Europe N.V./S.A., while also reevaluating our distribution system,
expanding our dealer network, and taking steps to pioneer new markets in Eastern Europe and the CIS region. We expect
these measures to further expand the scale of our operations in Europe. FHI is also doing well in the Australian market,
where the well established premium positioning of Subaru has contributed to its solid profitability.

4. & 5. Increasing Asset Turnover and Streamlining the Corporate Structure

ln light of FHI's limited resources, it is increasingly evident that the Company must select strategic fields and concentrate
its resources in those fields. In line with our goal of reducing consolidated total assets 10%-and interest-bearing debt 20%
by the end of fiscal 2008, we are considering a number of measures. In particular, we are strictly managing our asset levels
in function-specific subsidiaries and the three main nonautomobile internal companies and determining our future
strategies for those units based on repeated examination of their potential for future business growth. We are also taking
measures to increase the efficiency and effectiveness of personnel deployment in the FHI Group, particularly in the parent
company.

8 FUJI HEAVY INDUSTRIES LTD.




‘in the sales volume and mix. As a result, operating

* « booking a bit more closely at the three nonautomobile companies, the Aerospace company had suffered from the
protracted slump in aircraft-related business following the September 11, 2001, terrorist attacks in the United States, but its
operations are finally showing signs of improvement. The Aerospace company has been investing in several large-scale
projects for the Japan Defense Agency and private-sector customers. These projects have advanced smoothly and will be
making contributions to our net sales from the current fiscal year.

« + The Industrial Products company had also faced severe conditions for an extended period but has regained its
profitabifity and begun making steadily growing contributions to consolidated profitability. This reflects the division's moves
to tighten its focus on high-value-added engine models and proactively develop the OEM market.

Outlook

In conciusion, 1 will explain our profitability forecast for Unit Sales and Operating Income

the next two fiscal years. In fiscal 2008, the launch of (Billions of yen)
the B9 Tribeca in North America is projected to boost Revised. 654,000
revenue. However, the positive effects on operating e

. ‘ . Actual: 600,577 (unit ised:
income of the B9 Tribeca launch and material cost {units)  Revised: 597,000

reductions are expected to be offset by various
factors, inciuding a forecast loss on currency exchange e |
as well as increases in domestic and overseas fixed
costs, market conditions that preclude price rises, the
expense of environmental protection and safety
measures, higher raw material prices, and deterioration

income is expected to decrease ¥11.0 billion from the
previous fiscal year, to ¥31.0 billion.

2006

2005

+ + Infiscal 2007, we anticipate that our sales volume - (Actual) (Forecast)
will rise, as our new passenger minicar model is QUnitSales = - Operating Income

expected to contribute to domestic sales and the BY
Tribeca to U.S. sales for a full year. This and efforts to ,
lower the manufacturing costs are expected 1o halt the profitability downtrend, boosting operating income to ¥50.0 biliion, a
fevel exceeding the fiscal 2005 level, : : '

+ + We will subsequently implement various reforms aimed at ensuring that FHI is securely on track for sustained
corporate growth. '

+ + At¢he time that the Company revised the FDR-1 plan, it undertook an additional analysis of FHI's strengths and
weaknesses. Having done this, we concluded that we must maintain our Subaru-unigue strategies—which emphasize
superior functionality with respect to driving performance, safety, and environment friendliness—and move still further
ahead with those strategies. | ask for the continued understanding and support of shareholders and investors as we strive
during the next two years to effectively implement the strategies | have described and ensure that those strategies
generate results.

L]

Kyoji Takenaka
President and CEO

Annual Report 2005 9




Internal Reforms Aimed at
Profitability Resurgence by Fiscal 2007

Expediting a Total Cost Structure Revolution (TSR) is a central goal of the revised FDR-1 medium-term business plan.

FHI is taking thorough measures to reduce its manufacturing costs, aiming to halt the trend of profitability decline and
support a resurgence of profitability during the current fiscal year. To enforce the current companywide reform program,
Hiroshi Komatsu, who turned around the industrial Products internal company by restructuring its business in his position as
the company president, has been designated Executive Vice President with responsibility for cost planning and
management, manufacturing, procurement, and quality assurance.

Thorough Cost Reductions to Enable a Profitability Upsurge during Fiscal 2006

FHI's strong commitment to providing excelient products has enabled the Company to carry through amid tough
competition to the present day. It has been accepted that companies may produce excellent products if willing to spend
sufficient money. Nowadays, however, it is increasingly accepted that companies must seek to produce excellent products
as a matter of course, and they must also devise systems for producing excellent products economically or be forced out
of business. The global economy currently does not allow companies to spend whatever sum of money is necessary to
create excellent products, and FHI has missed out on adjusting to the new conditions.

+ » The most important element of successful reforms is always a clear understanding of the current situation. When there
is a problem causing a negative trend in corporate perfdrmance, it is crucial to identify the cause. If the cause is understood
and proper countermeasures are taken, it may be possible 10 quickly reverse the negative trend. The attainment of FHI's
profit targets for the next two years will depend greatly on the progress made in internal reforms, but the reforms will not be
fruitful if the Company does not ensure that reform consciousness becomes an integral part of its employees' day-to-day
operations.

+ » #is obvious that we must design future products based on strong cost-consciousness or we cannot survive. To gain
momentum, FHI believes it crucial to implement cost-cutting measures to contribute to Company profits during the next
two years.

Greatly Reducing Automobile Manufacturing
Materials Costs in Japan and Overseas

With regard to cost-cutting, we will start a new measure, called the "Total Cost Structural Revolution” (TSR) strategy, which
sets automobile manufacturing direct materials cost cuts of 16% in Japan and 13.5% in the United States (over a 20-month

TSR
Japan Reduction Ratio (%) United States (SIA) Reduction Ratio (%)
0§ 0 &
| Target: -'163%—\1 : iy —
5 kActuat: +10.56% | 5 e A
s e -
= Target: -3.0% \*-‘“7 .. oy
-10 X;A — -10 -LActual: -3.17"/12‘}_.___.‘_\.\_K Target: 13.5% |
T it N
-15 - \\ o — -15 ¥y
: 1 Target: -16.0% f, N\
20 CSR-1 Target Ny | e 20 & CSR-1 Target \
{ CSR-1 Actual A O CSR-1 Actual Ao
25 A TSR Target N\ 25 A TSR Target <
. ———-——————————A\
R 30
: ’ +__CSRA__ - TSR
‘ P EUER P ¥ Post TSR >
(FY) 2003 2004 2005 2006 2007 (CY) 2004 2005 2006 2007
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period) during the next two years. This program calls for
further accelerating the rate of cost cuts. In the past two
years, the Company had set a target of reducing direct
materials costs 10.0% in Japan and was able to reduce
those costs 10.56%. In the United States, although our cost
reduction target of 3.0% was not substantial, we were able
to reduce those costs 3.17% in the past two years. The
current target of 13.5% in cost cuts over two years is
considerably more ambitious. Attaining these targets will
entail proactive efforts to augment procurement from new
suppliers in Asia and other regions. '

« « FH's commitment to excellence in Subaru automobile
manufacturing led to certain unnecessary costs, and
eliminating such excess costs is a top priority. Moreover,
white the Company previously adopted an approach of
eliminating various types of costs over specified periods of
time, its new approach is to implement prospective cost
cuts immediately whenever possible,

+ » €urent goals regarding newly developed automobile
models are to reduce unit costs ¥100,000 per vehicle and
lower tooling and dies costs and development costs 30%.
+ » The automobile industry has established benchmarks regarding new model development, and FHI should not be
sharply deviating from those benchmarks. However, the Company has faced problems due to allowances made for
exceptional deviations with respect to its flagship Legacy models. We are returning to our natural posture of setting
investment targets for each automaobile model and insisting that investment be kept within the target range. Of course, as
the Legacy models take the role of the Company's flagship product, they are equipped with brand-new technologies
intended for incorporation in other automobile models at later dates. A separate budget is provided for such new
technology to ensure that cost-cutting programs do not undermine efforts to develop new technologies and nip promising
new initiatives in the bud.

Hiroshi Komatsu
Director of the Board, Executive Vice President

Speed of Reforms Dependent on Reform-Consciousness
of Each Individual Employee

After becoming responsible for automobile manufacturing, my first feelings were that our operations were not speedy
enough and that many employees were still a bit complacent and lacked sufficient crisis consciousness. People unable to
solve problems now are also likely to be unable to solve the problems next year or the year after that. Increasing individual
employees' consciousness of probiems is a crucial prerequisite to speedy reforms. To maintain our current employment levels,
we must take the marketing measures needed to support our sales and manufacturing volumes. In brief, we absolutely
must take more decisive problem-solving steps than many FH! employees have been able to take so far.

« + #f we have the resolve to take the natural and proper steps, then we will overcome the problems. We simply have to
make decisions decisively and have the courage to act on those decisions,

+ + We are working to ensure that all managers are highly conscious of the need for decisive reforms and that they
transmit that consciousness to their subordinates. To effectively strengthen the FHI Group, we have to create a culture and
an organization that encourages employees to take the initiative. We will attain our strategic reform objectives by ensuring
that each employee has the resclve to take the natural and proper steps.
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Restructuring Sales Processes
and Networks

In the revised FDR-1 plan, we regard the North American market as a focal market with possibilities for further growth. In
addition to the North American market, we will strengthen our sales networks in Japan, Europe, and other areas.

North America

Measures during the First Three Years of FDR-1

Inthe U.S. market, FHI was able to smoothly increase the sales volume of vehicles while annually increasing the weighted
average of the manufacturer's suggested retail prices (MSRPs) of those vehicles. The approach of adding high-performance
features that started with the Impreza WRX STl was extended to the Legacy GT, and the strategy of developing a two-
pillared marketing strategy—with high-performance models forming one pillar and Outback and Forester crossover models
forming the other—proved to be effective.

+ « The target of increasing sales volume to above the 200,000-unit level was not attained, however, and intensifying
competition led to challenges such as rising incentive payments. These factors and the difficulty of passing on the cost of
environmental and safety countermeasures in the form of higher selling prices prevented the attainment of the Company's

profit target.

MSRP RETAIL SALES _
(U.S. dollars) (Units)

25,000 — 250,000

20,000 § - 200,000

15,000 —F 1 150,000
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Measures during the Next Two Years

North America is the most important market for FHI's future growth, and efforts during the next two years will determine the
direction of the Company's future business development. Growth strategy measures aimed at boosting sales volume to
250,000 units in 2009 or 2010 are to be implemented during the next two years, but top priority will be given to augmenting
profitability. Regarding products, the Company will work to secure sales volume and profit by promoting sales of price-
competitive models. Meanwhile, the Company will also elevate brand value and increase per-unit profit by promoting sales
of high-added-value models, such as the newly introduced B8 Tribeca. The Company also intends to restrict its incentive
payments to a low level compared with competitors.

Specific Measures

Along with vigorous efforts to strengthen its sales network in the sunbelt region, FHI is now striving to strengthen the dealer
network in metropolitan areas throughout the United States to expand its customer base and is making investments in sales
network upgrades. The "Site Control” operation planned in such a market as Dallas, Texas, is one example of augmenting
the network in urban areas, while steps to increase exclusive dealerships and separate showroom dealerships is another.
By the end of 2006, the Company aims to create a network of 608 dealerships, with 415 (68%) exclusive and separate
showroom dealerships and 385 (63%) "Signature Facility” dealerships. These activities are currently supervised by SOA's
sales division, but SOA is creating a new department to more dynamically upgrade the dealer network. During 2005, SOA
will recrganize its regional responsibilities to further strengthen the sunbelt region, increasing the number of sales districts
from 37 to 47 to tighten the focus of market development and sales promotion activities in each district.

LAY e A 5 RIS
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Principal strategic tasks regarding the sales network in Japan include the following:

Reforming Sales Systems and Operations by Utilizing the
"Partner 21" Dealer Support Network System

Dealer operations within individual regions will be consolidated and measures to improve efficiency through the integration
of administrative functions and other support operations will be implemented from fiscal 2006.

Creating Regional Block Management

Management integration of FHI-owned dealers is to be achieved through the establishment of regional holding companies
10 strengthen the relationship with FH! and to enhance operational speed. -

Enhancing the Quality of Customer Service

FHI is giving additional emphasis to the quality of customer service offered by dealer frontiine staff, and measures are to be
taken to dramatically improve the quality of customer interface in showrooms and service facilities. A specialized team has
been established to promote the improvements among frontline staff and additional programs are to be organized for
augmenting the importance of customer service quality among store managers with the goal of becoming the top
automaobile manufacturer in service quality as evaluated by outside agencies.

e 7




Europe and Other Regions

Operations in European markets are considered the third major pillar of FHI's marketing operations, and the Company is
seeking to boost its regional sales volume to 100,000 units by implementing the following strategies:

Strengthening the Capabilities of Subaru Europe

Subaru Europe N.V./S.A., established in March 2002, is augmenting its public relations and marketing capabilities,
resulting in increased sales of the G3X Justy and other FHI models. It is proactively endeavoring to promote greater sales
by increasing its involvement in the management of principal distributors and striving to achieve distribution cost
reductions to enable competitive selling prices.

Reinforcing the Sales Network

FHI is aiming to increase the number of its dealerships to expand its geographic market coverage in urban and other
regions while concurrently working to increase dealership quality. The number of dealerships was 974 in 2004, and plans
call for increasing this number to 1,140 in 2006 by establishing additional dealerships in such countries as Germany, the
United Kingdom, ltaly, France, Norway, and Russia.

Developing Additional New Markets

FHI is also taking steps to create and strengthen its presence in promising
markets in the Eastern Europe, Centratl Europe, and CIS regions,

» « Bubaru Australia posted record sales for the ninth consecutive

year in 2004, selling over 33,000 units, and it has been making steady
progress in elevating the position of the Subaru brand. Another promising
market is China, where Subaru established a dealer network in 2004, We
place the Chinese market as key to expanding Subaru sales in Asia.
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Corporate Social Responsibility (CSR)

The FHI CSR Policy

To be good corporate citizens, companies have the responsibility to society to undertake various types of CSR activities.
FHI's CSR activities and other activities all reflect the Corporate Philosophy. which is also the CSR policy.

Corporate Philosophy and CSR Policy

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

2. We will aim to continuously promote harmony among people, society, and the environment while s« s ¢ o o +

+ eontributing to the prosperity of society.

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

Establishment of Our Environmental Logo

In June 2005, FHI established the Subaru Group's environmental logo. Centered on a plant leaf design, the logo is
designed to represent a world with green land and blue skies. The display of the logo is meant to promote greater
awareness of FHI's proactive efforts in line with the policy of "creating products and an environment that are good for
the world and society.”

» + The Subaru Group recognizes that its operations are deeply connected with the natural environment, By striving
to create products and an environment that are good for the world and society. the Group is seeking to help create an
abundant future for mankind.

Based on its voluntary environmental plan, the "FHI Environmental Conservation Program,” FHI is undertaking activities
aimed at reducing the burden on the environment at every stage of business—from product development to procurement,
production, use, and disposat.

+ « infiscal 2005, FHI attained its green procurement objective of increasing the share of its automobile operations related
suppliers that have environmental management systems (EMSs) to more than 95%.

» « Erwironmental auditing systems have already been introduced at all the parent company's principal facilities, and
measures were taken during fiscal 2005 to progressively expand the scope of EMSs to other Group units. For example,

two of our overseas sales subsidiaries, U.S.-based Subaru of America, Inc. (SOA), and Canada-based Subaru Canada, Inc.
(SCI), obtained ISO 14001 certification during the year,

* » Regarding environmental accounting, FH! has calculated that its environmental costs were ¥21,045 million in fiscal
2005, compared with ¥25,043 million in fiscal 2004 and ¥26,017 million in fiscal 2003. Economic effects were ¥2,298 million
in fiscal 2005, compared with ¥1,980 million in fiscal 2004 and ¥1,226 million in fiscal 2003. These figures reflect the steady
annual improvement being achieved in the Company's environmental performance. One particularly noteworthy
environmental protection initiative was the February 2005 use of the Energy Performance Contract (ESCO) method to
introduce a 6,030kW gas-engine-type, natural-gas-powered cogeneration system at the Utsunomiya plant. The use of the
ESCO method enables such benefits as reduction of energy consumption and COz emissions without entailing any initial
investment or risk.

+ » Having responded to European laws regarding the recycling of end-of-life vehicles (ELVs) since July 2003, FH! is
moving ahead in collaboration with other automobile manufacturers with efforts to respond to a Japanese ELV recycling
law and has established the Automobile Recycle System of Subaru in Japan.

2. Corporate Governance
Basic Corporate Governance Policy

FHi is working to strengthen its corporate governance policies to ensure that it can measure up to the trust and confidence
placed in the Company by all its shareholders, customers, and other stakeholders.

+ Since June 1999, the Company has employed an executive officer system that helps clarify responsibilities fore o « ¢ » « o »
+ s&perational execution in each division.

» Since June 2003, the Company has reduced the terms of directors and executive officers from two years to one.

+ Since June 2004, the Company has given responsibility for the nomination of corporate officers to its Executive s o o ¢ o
+ Nomination Meeting and given responsibility for evaluating performance and determining the remuneration of corporate

+ officers to its Executive Compensation Meeting.

+ Since June 2005, the Company has reduced the number of directors of the board from eight to seven.

« « Alkthese measures are designed to clarify management decision making and operational execution functions,

increase management transparency, and accelerate management functions.

+ + The Board of Corporate Auditors Meeting consists of four corporate auditors, including two outside corporate auditors,
and is responsible for receiving reports on important auditing issues and deliberates accordingly.

+ » The Executive Management Board performs preliminary reviews of issues before their presentation to the Board of
Directors Meeting and deliberates on companywide management strategies and the execution of important business
operations.
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+ + Az FHI proceeds with the implementation of the revised FDR-1 plan, it will be taking various measures to further
strengthen its internal control systems and auditing systems while also considering whether to recruit outside directors.

3. Compliance

Aiming to maintain the trust and support of society, FH! is engaged in systematic compliance activities throughout all
Group companies. In 2001, the Company announced its compliance policy, which is summarized as "FHI views
compliance as a top-priority management issue, recognizes that rigorous companywide compliance systems are an
important part of the foundation of its operations, and seeks to ensure strict compliance with all relevant public laws and
internal regulations as a means of promoting maximum levels of fairness and openness in line with the highest societal
standards.” The Company has also set up a companywide compliance promation committee to deliberate, discuss, and
decide on important compliance issues and promote exchanges of related information. From February 2003, we launched
a "compliance hotline system” enabling employees to report directly to the Compliance Hotline Desk of the Legal
Department when compliance problems arise. In addition to continually maintaining compliance-related educational and
training programs, the Company began implementing groupwide measures to fully comply with Japan's new personal
information protection law from April 2005. .

4. Customer Satisfaction

In line with its distinctive Subaru strategies that emphasize superior functionality with respect to driving performance,
safety, and environment friendliness, FHI is proactively developing new products while seeking to provide customers with
products that both excite and satisfy. The Company has announced that its quality policy is to "consistently give top priority
to customer satisfaction, work to increase the quality of operations, and provide products and services characterized by
top-class quality.” In line with this policy, the Company has established a Subaru Customer Center to improve capabilities
for handling customer consultations, promoting customer satisfaction, and providing diverse services. In January 2005, the
Company established the Subaru Academy, which is working to help further increase groupwide capabilities for
developing and applying technologies and for responding to customer needs and inquiries.

+ » Tormaintain strong quality assurance performance, FHI compiles quality-related information from around the world,
quickly assesses the importance of the information, and promptly takes resolute measures to rectify quality problems, The
Company makes relentless quality assurance efforts at all operational stages—from product development through
manufacturing. .

5. Employee Satisfaction

Aiming to make its workforce an "autonomously motivated and proactively creative group,” FHI is taking various measures
to reform and invigorate its carporate culture. To increase the distinctive dynamism of its organization, the Company is
taking measures related to salary systems as well as career planning, education, and employee welfare systems that are
designed to help build an organization able to boldly address new challenges. A Japanese law effective from April 2005,
the Next Generation Development Support Countermeasure Promation Law, calls for companies to take various measures,
including those to offer improved work environments. In response, FHI has been progressively augmenting its related
companywide "positive action” programs since April 2005.

6. Social Contribution

Aiming to be an excellent corporate citizen, FHI recognizes the importance of its responsibility to make special
contributions to society in line with its distinctive Subaru strategies and capabilities. Accordingly, the Company is striving to
make contributions in product-related fields, foster the development of personnel able to create next-generation products,
promote the development of communities surrounding its facilities, and support the individual social contribution initiatives
of its employees. In these ways, FHI is endeavoring to help contribute to sound and sustainable social development.
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Consolidated Five-Year Financial Summary

FUJI HEAVY INDUSTRIES LTD. AND CONSOLIDATED SUBSIDIARIES

Years ended March 31

' Mitions Millions Miflions Millions Millions | Thousands of
' " ofyen, of yen of yen of yen ofyen U.S. dollars
i 2005 2004 2003 2002 2001 2005
For the Year: ; : :
Net sales | ¥1,446,491! ¥1,439,451 ¥1,372,337 ¥1,362,403 ¥1,311,887 ‘;$13,469,513 :
Cost of sales ! 1,107,718' 1,085,716 1,011,582 992,950 978,841 | 10,314,908
Gross profit b+ .338,773. 353,735 360,755 369,543 333,046 3,154,605
Selling, general and | o
administrative expenses ’ ‘ 296,756{ 303,411 203,234 281,063 251,373 2,763,349
Operating income L 42,017, 50,324 67,521 88,480 81,673 391,256
Income before income taxes Do i :
and minority interest L. 21,066] 56,266 46,970 56,136 21,291 196,164
Net income { 18,238, 38,649 33,484 30,283 22,628 169,830
! {
At Year-End: ’ K i
Shareholders’ equity ¥ 471,149 ¥ 453,708 ¥ 411252 ¥ 396,112 ¥ 357,455 '$ 4,387,271
Total assets . 1,357,459, 1,349,727 1,344,072 1,269,558 1,168,501 | 12,640,460 .
Ratio of shareholders' equity ‘ 5 &
to total assets {%) . B4T%) 33.6% 30.6% 31.2% 30.6% !
! I ' :
Per Share (in yen and U.S. dollars); ‘ ) | ‘ ' r
Net income: ; o ! !
Basic (¥ 2327 ¥ 5062 ¥ 44.84 ¥ 4074 ¥ 3044 $ 0.22.
Diluted ;‘- 23.27! 49.66 42.91 38.83 29.06 0.22
Shareholders’ equity 3 604.51 582.60 553.90 532.88 480.86 5.63
Other Information: | \ ; . E
Depreciation/amortization expenses : ¥~ 71,040, ¥ 71112 ¥ 67896 ¥ 63964 ¥ 64,070 '$ 661,235
Capital expenditures ‘ . ‘ . :
{addition to fixed assets) . 147,759 128,026 119,423 118,376 102,301 1,375,910
R&D expenses ‘ . 52,962 57,541 60,110 54,903 46,622 493,174 .
Number of shares issued S i
(thousands of shares)* | 782,866 782,866 746,621 746,506 746,502
Number of shareholders* ‘ 34,558 34,704 35,584 33,084 32,996
Number of employees™: | .
Parent only ; 12,703 12,928 13,064 13,374 13,603 |
Consolidated i 26,9895 27,296 27,478 26,483 26,502 | ‘

Note: U.S. doliar figures have been transiated frorn yen, for convenience only, at the rate of ¥107.39 to US$1.00. the approximate rate of exchange at March 31, 2005.

* As of March 31
Net Sales Operating Income
(Billions of yen) (Bilions of yen)
1,500 100
1,200 [ 3 [ ] k. .A 80 . r
900 60 l T
600 40 _
F i
300 20 r
0 0 | J
2001 2002 2003 2004 2005 2001 2002 2003 2004 2005
1,312 1,362 1,372 1,439 1,446 81.7 885 67.5 503 42.0

E 3 automobile L 7 industrial Products K71 Aerospace [ T} Others
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Management’s Discussion and Analysis of Resuits

of Operations and Financial Position

OVERVIEW

In the fiscal year 2005, ended March 31, 2005, conditions in
the Japanese economy were firm, owing 1o such factors as
recovering corporate eamings and rising private-sector capi-
tal investment, although the persistent appreciation of the yen
against the U.S. dollar and rapid rises in the prices of crude
oil and certain other raw materials continued to make antici-
pating fulure economic trends very difficult. In the United
States, which is a key overseas market, the Federal Reserve
Bank raised interest rates several times, causing concern
over the possibility of additional interest rate hikes. This and a
cooling of consumer sentiment due to such factors as surg-
ing gasoline prices sustained fears of a recession.

Amid these conditions, FHI's mainstay Subaru Automotive
Business Unit recorded a lower domestic sales volume for
passenger cars, as the new model effect of the Legacy had
run its course, although the Subaru R2 and Subaru R1
minicar models supported a 3.5% rise in the overall sales vol-
ume in Japan, compared with the previous fiscal year, to
254.0 thousand units. Overseas sales volume grew 3.0%,
compared with the previous fiscal year, to 340.7 thousand
units, reflecting double-digit growth in Europe and Australia
along with increased growth in the important U.S. market due
to sales of the new Legacy. The growth in both domestic and
overseas sales volumes more than offset the strong yen's
negative impact on overseas sales, and consolidated sales
for the year rose ¥7.0 billion, or 0.5%, compared to the previ-
ous fiscal year, to ¥1,448.5 billion.

Regarding profitability, despite efforts to reduce various
costs, operating income declined ¥8.3 bilion, or 16.5%, to

Net Income
(Billions of yen)
40

fE—
30 T
20 7
10
0
2001 2002 2003 2004
226 303 335 388 18.2

¥42.0 billion, compared with the previous fiscal year, due to
the strong yen against the U.S. dollar and deterioration of the
automotive sales volume and model mix. Income before
income taxes and minority interest decreased ¥35.2 billion, or
62.6%, to ¥21.1 billion. Due to a loss on devaluation of inven-
tories related to one of the Aerospace division's projects and
other factors as well as an increase in the tax expenses of a
U.S. subsidiary, net income decreased ¥20.4 billion, or
52.8%, compared with the previous fiscal year, to ¥18.2 bil-
lion. Earnings per share fell from ¥50.62 to ¥23.27, while
return on equity dropped from 8.9% to 3.9%.

The Company generated 91.2% of its consolidated sales
from the Automobile division, 4.1% from the Aerospace divi-
sion, 3.2% from the Industrial Products division, and the rest
from the Other division. The Automobile division accounted
for 97.4% of operating income. While the other three busi-
ness divisions all posted losses during the previous fiscal
year, the Aerospace division and Industrial Products division
were able to regain their profitability during the fiscal year
2005. The Aerospace division contributed 0.5% of operating
income, and the Industrial Products division contributed
2.0%. Moreover, the operating loss of the Other division was
cut by more than half, improving from a loss of ¥1.5 billion to
a loss of ¥0.6 billion.

By region, the Japan division, including exports from
Japan, accounted for 61.3% of consolidated sales, up 2.9
percentage points from the previous fiscal year, and operat-
ing income grew 7.6%, to ¥40.5 billion. The North America
division considerably countervailed this improvement, as
sales decreased 7.7% and operating income fell from ¥1.1
billion to an operating loss of ¥8.7 bilion. Although sales of
the new Legacy were strong in North America, profitability
was affected by a temporary rise in costs associated with the
launch of the new Legacy models. Other region sales grew

68.9% and operating income increased 41.7%, to ¥0.4 billion,

REVIEW OF OPERATIONS BY DIVISION

Consolidated net sales in the fiscal year 2005 rose 0.5% from
the previous fiscal year, to ¥1,446.5 billion. information for
gach division follows.
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Automobile Inventory Automobile Division

00 une) Sales of the Automobile division were up ¥2.9 billion, or
0.2%, from the previous fiscal year, to ¥1,323.7 billion. The
20 5 e size of the increase was restrained by yen appreciation. In
" e terms of global sales volume, FHI reported a year-on-year
o ~-@7
increase of 18.3 thousand units, or 3.2%, to 534.8 thousand
0 U/O\ units. In Japan, the total automobile sales volurme grew 8.5
» \O/Q\o thousand units, or 3.5%, to 254.0 thousand units; of this, the
2001 2002 2003 2004 2005 number of passenger cars sold decreased 7.1 thousand
@ Japan 29.7 33.5 22.8 284 24.5 units, or 6.4%, to 104.0 thousand units, and the number of
@ United States 40.0 412 447 48.1 50.9

minicars sold rose by 15.6 thousand units, or 11.6%, to

Consolidated Automobile Sales by Region (Number of units)

VL 2005 1 2004 2003 2002 2001

Japan ' 254,039 s 245,541 245,525 264,257 280,301
United States 193,917 189,633 192,389 191,381 172,686
Canada . 16,506 16,154 17,699 15,632 15,005
Europe " '60,517 | 53,5678 41,325 32,373 39,951
Australia " 35,414 30,685 29,455 26,923 27,976
Cthers 21,2410 15,652 14,051 12,675 14,378
Subtotal 581,634 - 551,243 540,444 543,241 560,297
CKD™ Overseas ) 0 2,800 1,500 3,288 3,941
Total - 581,634 554,043 541,844 546,529 564,238
SIA Consignment Production - 13,150 25,239 —_ — —

* CKD: Complete Knocked Down

Non-Consolidated Automobile Sales by Model (Number of units)

2005 2004 2003 2002 2001
Domestic Units: ' o
Legacy - 59,843 73,676 49,179 59,209 67,424
Impreza . 27,437 ! 22,263 25,471 24,899 32,362
Forester ' 19,457 20,097 25,389 22,922 28,994
Others 1,397 2,479 4,174 4,244 297
Subtotal 108,134 118,615 104,213 111,274 129,077
Minicars . 164,624 143,502 147,712 167,265 173,754
Total 1 272,758 ¢ 262,017 251,825 278,538 302,831
Export Units: ﬁ 1
Legacy . 44,102 33,865 21,421 24,727 26,254
Impreza " 69,945 | 67,349 75,354 75,700 54,721
Forester . 90,131 99,463 99,145 72,629 85,453
Others ! 8,324 ! 161 — — —
Subtotal ? 212,502 200,838 195,920 173,056 166,428
Minicars _— — — 22 108
Total 1212,502 200,838 195,920 173,078 166,536
CKD QOverseas 115,317 90,158 107 576 104,234 111,783
(SIA Portion) 115,317 . 87,358 106,076 100,846 107,842
U.S. Retail Sales™ .
Legacy . 89,453 79,839 85,359 05,291 96,391
Impreza 32,209 38,525 38,226 35,812 19,220
Forester 58,424 59,761 53,922 55,041 56,605
Baja . 7,316 10,694 2,513 — —_
Total 187,402 ! 186,819 180,020 185,944 172,216
U.S. Production Units™: " o
Legacy . 105,550 96,993 102,813 103,010 107,955

* U.8. Retail Sales and U.S. Production Units are the aggregate figures for the calendar year from January through December.
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150.0 thousand units, resulting in a decline in the average
unit price of automobiles sold. Altthough sales of the Impreza
were bolstered by a victory at the 2004 FIA World Rally
Championship (WRC) Rally Japan held in September 2004,
there was a decrease in the sales of the flagship Legacy as
the new model effect faded out. However, minicar sales were
boosted by the high evaluations of the Subaru R2, which,
since its launch in December 2003, has received such
awards as the “2005 RJC Car of the Year Special Award for
the Best Minicar” and the “2004-2005 Car of the Year Japan
Best 10 Cars,” along with an additional contribution from the
Subaru R1, which was launched in January 2005.

In overseas markets, total sales volume was increased
21.9 thousand units, or 7.2%, to 327.6 thousand units, When
consignment production by Subaru of Indiana Automotive,
Inc. {SlA), is included, the number increases 9.8 thousand
units, or 3.0%, to 340.7 thousand units. In the North America

region, although the Impreza and Forester showed declines,
sales of the all-new Legacy, which began in June 2004, along
with OEM production to Saab Automobile AB, contributed to
an increase of 4.6 thousand units, or 2.3%, compared with
the previous fiscal year, to 210.4 thousand units.

In Europe, sales of the all-new Legacy were solid, and
sales of the new G3X Justy (an OEM vehicle from Suzuki
Motor Corporation) also made a significant contribution to an
increase in overall sales of 6.9 thousand units, or 13.0%, to
60.5 thousand units. Furthermore, growth in the sales of the
all-new Legacy and the sound performance of the Impreza
and the Forester led to sales of 35.4 thousand units in
Australia, an increase of 4.7 thousand units, or 15.4%, from
the previous fiscal year.

Operating income decreased ¥11.2 billion, or 21.4%, to
¥40.9 bilion, due to the deterioration of sales volume and

model mix as well as a loss on currency exchange.

Change in Units Sold by Model (Comparison of units sold in fiscal 2005 and fiscal 2004)

[ Japan {Non-consolidated) |

[ Export Units {Non-consolidated) 1

{1,000 units)
30

(1,000 units)
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| L T

Tota! Legacy Impreza  Forester Travig Minicars

Total Legacy Impreza Forester Others

Change +10.7 -13.8 +5.2 -0.6 -1.1 +21.1

Change +11.7 +10.2 +2.6 -8.3 +8.2

[ U.S. Retail Sales

{1,000 units}
30
15
—
Q
CT =" t3
-15
Total Legacy impreza Forester Baja
Change -0.6 +9.6 -4.3 -1.3 -3.4
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Industrial Products Division

Total sales of the Industrial Products division, which handles
such products as general-use engines and generators,
increased ¥4.5 billion, or 10.6%, to ¥47.1 billion. in Japan,
sales of pump engines decreased, but overall sales were up
owing to strong sales of newly redesigned generators.
Overseas sales were up considerably, as exports to the
United States of engines for leisure vehicles were strong, and
the development strategy for the U.S. market in regard to
engines used in conjunction with industrial machinery
proceeded smoothly. While an operating loss of ¥0.3 billion
was recorded in the previous year, the rise in sales during the
year under review supported a surge in operating income, to
¥0.8 billion,

Aeraspace Division

The Aerospace division increased its total sales ¥2.6 billion,
or 4.6%, to ¥59.5 billion. Sales to the Japan Defense Agency
rose due to the start of full-scale deliveries for the next-gener-
ation Maritime Patrol Aircraft and Cargo Transport Aircraft
(PX/CX), which mocre than offset declines in sales of UH-1J
utility helicopters and unmanned target drones. Commercial
sector operations faced challenges due to a decrease in
deliveries of components to Boeing and the appreciation of
the yen, but sales in the sector grew owing to the start of
deliveries of vertical fins for the Airbus A380 and the delivery
of an experimental Stratospheric Platform Airship System to
the Japan Aerospace Exploration Agency. The rise in sales

was instrumental in enabling a ¥0.5 billion improvement in

operating income, from an operating loss of ¥0.3 billion in the

previous fiscal year to ¥0.2 billion in operating income.

Other Businesses

Sales in this segment declined ¥3.3 billion, or 12.1%, to
¥23.8 billion. This primarily reflected a drop in the sales of Fuji
Mighty sanitation trucks following a temporary surge in
demand in the previous fiscal year stemming from the tight-
ening of diesel vehicle emission restrictions in the Tokyo met-
ropolitan area. Sales were also reduced by the transfer of
House Division operations to an affiliated company in April
2004. Despite the drop in sales, operating loss for the seg-
ment shrank ¥0.9 billion, from ¥1.5 billion to ¥0.6 billion.

COST OF SALES, EXPENSES, AND OPERATING
INCOME

The cost of sales rose ¥22.0 billion, or 2.0%, to ¥1,107.7 bil-
lion. This boosted the cost of sales ratio 1.2 percentage
points, from 75.4% to 76.6%. Though net sales increased
¥7.0 billion, gross profit decreased ¥15.0 billion, or 4.2%, to
¥338.8 billion. This decrease reflected a rise in raw material
prices as well as the effect of yen appreciation and a deterio-
ration of the automobile model mix. Progressive measures
taken to reduce research and development costs and other
expenses lowered SG&A expenses ¥6.7 billion, or 2.2%, to
¥296.8 billion. However, operating income decreased ¥8.3
billion, or 16.5%, to ¥42.0 billion, and the operating income
ratio declined 0.6 percentage point, from 3.5% 10 2.9%.

Net Sales by Division (Excluding intersegment sales) (Billons of yen)
i 2005 2004 2003 2002 2001

Automobile L ¥1;319.6 ! ¥1,316.9 ¥1,229.8 ¥1,219.7 ¥1,167.2
Industrial Products ; 46.8 42.2 41.5 394 442
Aerospace 59.4 56.8 63.0 66.2 65.5
Other 20.6 - 23.6 37.9 37.0 349
Total . ¥1,446.5 ¥1,439.4 ¥1,372.3 ¥1,362.4 ¥131138

Operating Income (Loss) by Division {Bitions of yen)
. 2005 2004 2003 2002 2001

Automobile - ¥40.,9 ¥52.1 ¥67.3 ¥85.6 ¥82.2
industrial Products ‘ 0.8 0.2) 0.8) 0.2) 0.7
Aerospace 0.2 0.3) 3.3 7.4 2.4
Other (0.6) (1.4) 3.1) (4.2) @.1)
Corporate and Efimination : 0.6 0.3 0.8 0.0) 0.3
Total i ¥42.0 ¥50.3 ¥67.5 ¥88.4 ¥81.6
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Factors positively affecting operating income included a
¥186.4 billion reduction in the cost of materials, comprising the
net value including the price rise of raw materials, a ¥4.5 bil-
lion decrease in research and development expenses, and a
¥3.1 billion drop in SG&A and other expenses. The aggregate
value of these cost reductions was ¥24.0 billion. Factors neg-
atively affecting operating income included a loss on currency
exchange, mainly from yen/U.S. dollar fluctuations, which
decreased operating income by ¥15.1 billion, and a deteriora-
tion of the sales volume and model mix, taking into account
the additional costs for overseas environmental and safety
regulations, which reduced operating income by ¥17.2 billion.
The aggregate value of these operating income reductions
was ¥32.3 billion.

Net other income (expenses) decreased ¥26.9 billion, from
a ¥5.9 billion gain in the previous fiscal year to a ¥21.0 billion
loss. Regarding other income, amortization of consolidation
adjustments grew ¥2.0 billion, due to offsetting accounts
related to SIA operations, from ¥4.9 billion to ¥6.9 billion.
Other expenses consisted of such items as an ¥8.1 billion
loss on devaluation of inventories related to a significant delay
in an aircraft development project, a ¥4.2 billion loss on com-
pensation to suppliers associated with the partial reschedul-
ing of automoebile business development plans, a ¥3.5 billion
loss on discontinued operations due to the termination of
trailer train parts operations and other operations of wholly
owned subsidiary Yusoki Kogyo K.K., and a ¥3.1 billion loss
on revaluation of derivatives. These losses are considered to
be temporary. As a result of these factors, income before

income taxes and minority interests decreased ¥35.2 billion,
or 62.6%, to ¥21.1 billion.

Income taxes for the year fell to ¥5.9 billion, from ¥12.0 bil-
lion in the previous fiscal year, and deferred tax credits
totaled ¥3.3 billion, reducing the effective tax rate to 12.6%.
Minority interest in consolidated subsidiaries amounted to a
loss of ¥179 million. Consequently, net income decreased
¥20.4 billion, or 52.8%, to ¥18.2 billion.

FINANCIAL POSITION
Total assets increased ¥7.7 billion, or 0.6%, to ¥1,357.5 billion.
Total current assets decreased ¥5.8 billion, to ¥649.1 billion,
as a ¥26.3 billion rise in short-term loans, to ¥128.2 billion,
was more than offset by decreases in cash and time
deposits, notes and accounts receivable, trade, marketable
securities, and inventories. Property, plant and equipment,
net, rose by ¥34.0 bilion to ¥543.7 billion, resulting from an
increase in capital investment for new L.egacy production and
transactions related to SIA’s leased facilities. Regarding
investments and other assets, investment securities
increased ¥14.1 billion, to ¥71.1 bilion. However, reflecting
the withdrawal of ¥29.1 billion of restricted collateral cash
deposits made by SIA, the “other assets” item in investments
and other assets fell ¥35.3 billion, to ¥21.5 billion, causing the
total value of investments and other assets to decrease ¥20.4
billion, to ¥164.7 billion.

Total liabilities fell ¥9.9 billion, to ¥882.8 billion, largely due
to drops in such items as notes and accounts payable, trade,

consolidation adjustments, accrued expenses, and accrued

Analysis of Increases and Decreases in Operating Income (Consolidated)

(Billions of yen)
3.1
16.4 ,4‘5:3—_E = Amortization of
, K | consolidation
e l adjustments
__50.3__ g WJ
Operating Reduction Reduction in Decrease Loss on Deterioration Operating
income in material R&D expenses in other currency of sales mix income
FY 2004 costs, etc. expenses exchange FY 2005
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pension and severance liability. Consolidation adjustments in
panticular decreased, largely resutting from the July 2004 ter-
mination of Isuzu OEM production at SIA as well as from
transactions related to SIA's leased facilities. Total interest-
bearing debt rose ¥33.2 billion, to ¥412.2 bilion, owing mainly
10 a ¥12.0 bilion rise in commercial paper, to ¥22.0 billion,
and an ¥18.8 billion increase in long-term debts, to ¥59.1 billion.

Total shargholders' equity grew ¥17.4 billion, to ¥471.1 bil-
lion, reflecting a rise in retained earnings. Accordingly, the
shareholders’ equity ratio increased 1.1 points, from 33.6%
to 34.7%, and shareholders’ equity per share increased from
¥582.60 to ¥604.51. Despite the growth in interest-bearing
debt, the rise in shareholders’ equity greatly restrained deteri-
oration in the debt/equity ratio, which rose only to 0.87, from
0.84. The Company thus continued to maintain a solid finan-
cial position while keeping its debt/squity ratio well within the
upper limits of 1.0.

CAPITAL EXPENDITURES

The FHI Group proactively implemented investments during
the year, and its capital expenditures amounted to ¥85.3 bil-
fion. This figure, up ¥10.8 billion from the ¥74.5 billion level of
the previous fiscal year, includes ¥14.9 billion in temporary
costs associated with transactions related to SIA's leased facil-
ities. These investments were based on the FDR-1 medium-
term business plan and were mostly for the automobile
operations, but a revisiocn of that plan is projected to result in
an ¥18.3 billion drop in investments for the current fiscal year,
ending March 31, 2006, to ¥87.0 billion. Those investment

Interest-Bearing Debt Balance and D/E Ratio
(Bilions of yen} {Times}

reductions are aimed at enhancing efficiency and making
other improvements rather than postponing automobile
development projects. Reductions also targeted R&D
expenses, which were reduced to ¥53.0 billion from ¥57.5
billion in the previous fiscal year, and this investment reduc-
tion policy is 10 be continued during the current fiscal year.
However, while depreciation decreased to ¥51.1 billion, from
¥53.2 billion in the previous fiscal year, depreciation in
the current fiscal year is expected to rise to ¥58.0 billien. In
addition, recognizing that R&D programs play a crucial role in
supporting its corporate development, FHI plans R&D
expenses of ¥65.5 bilion during the current fiscal year.

CASH FLOWS

Cash and cash equivalents at the end of the year under
review totaled ¥131.7 billion, down ¥7.7 billion from the pre-
vious fiscal year-end. Net cash provided by operating activi-
tigs fell ¥42.4 billion, to ¥57.3 billion. Net cash used in
investing activities decreased ¥37.4 billion, to ¥89.8 billion.
Net cash provided by financing activities grew ¥23.9 billion,
to ¥26.2 billion.

Free cash flow, defined as net cash provided by operating
activities plus net cash used in investing activities, decreased
¥5.1 billion from negative ¥27.4 billion in the previous fiscal
year to negative ¥32.4 bilion. This resulted from a significant
decrease in net cash from operating activities.

The principal reasons for the large drop in net cash provid-
ed by operating activities included a ¥35.2 billion decrease
in income before income taxes and minority interest, a

Investment in Plant and Equipment/Depreciation Expenses
(Bilions of yen)
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¥17.2 billion increase in inventories, and a ¥26.8 billion
reduction of amortization of consolidation adjustments, due
to offsetting accounts related to SIA operations, including
{ransactions associated with leased facilities.

The decrease in net cash used in investing activities
reflected a ¥17.1 billion drop in the purchase of marketable
securities along with the recording of ¥29.4 billion in pro-
ceeds from the withdrawal of restricted collateral cash, which
was used as seed money for consolidaticn adjustments.

The rise in net cash provided by financing activities reflect-
ed a shift from short-term to long-term fund procurement
that entailed increases of ¥44 .6 billion in long-term debts and
¥11.0 billion in commercial paper, which was partially offset
by an ¥8.5 billion increase in repayment on long-term debts
and a ¥22.8 billion drop in short-term borrowings. In the pre-
vious fiscal year, repayment on long-term debts amounted to
¥28.6 billion and commercial paper ¥1.0 billion, while pro-
ceeds from long-term debts and net increase in short-term
borrowings amounted to ¥5.3 billion and ¥21.7 billion,
respectively. In the fiscal year under review, repayments on
long-term debts and net decrease in short-term borrowings
amounted to ¥37.2 billion and ¥1.1 billion, respectively, while
net increase in commercial paper and proceeds from long-
term debts amounted to ¥12.0 billion and ¥498.9 billion,
respectively.

OUTLOOK

FHI disclosed its revised FOR-1 in May 2005, and the
first target of the remaining two years of the medium-term
business plan is 1o establish a profitable base for the future.
Our goals of an operating income ratio of more than 8%
and ROA of maore than 10% by 2010 still stand. However,
considering the past three years, our urgent task is to over-
come such difficulties as high costs and a weak sales network,
FHI forecasts consolidated net sales of ¥1,470.0 billion (up
1.6%), operating income of ¥31.0 billion ({down 26.2%), and
net income of ¥15.0 billion (down 17.8%).

Regarding mainstay automobile operations, in Japan, the
beneficial effects of minor face-lift changes to the Forester
and Impreza are expected to boost passenger car sales vol-
ume 3.3%, to 107.5 thousand units, and the fading of new

model benefits from the taunch of the Subaru R2 and Subaru

R1 is expected to depress minicar sales volume 4.5%, to
143.3 thousand units. Thus, it is anticipated that total auto-
mobile sales volume in Japan will decline 1.3%, to 250.7
thousand units.

While the new Legacy models helped boost overseas
sales volume 7.2% during the fiscal year under review, over-
seas sales volume in the current fiscal year is projected to
rise to 331.0 thousand units, a sharp deceleration to a
growth rate of only 1.0%, excluding SIA consignment pro-
duction terminated in July 2004. In the North American mar-
ket, the beneficial effects of the new Legacy helped boost
sales volume 2.3% during the fiscal year under review, and
robust growth of 4.3% is expected during the current fiscal
year, t0 219.4 thousand units, as the new BS Tribeca will be
launched in early summer 2005. However, it is anticipated
that gains in other markets will be roiled back slightly
because of inventory adjustments.

Operating income is projected to decline ¥11.0 billion,
from ¥42.0 billion to ¥31.0 billion. The projected decline
reflects a ¥22.0 billion reduction comprising a ¥2.5 billion rise
in R&D expenses, a ¥1.7 billion increase in SG&A expenses
and other expenses, an ¥8.6 billion loss on currency
exchange fluctuations, and a ¥9.2 billion decrease resulting
from detericration of sales volume and model mix. On the
positive side, an ¥11.0 billion reduction in the cost of materi-
als, which is the net value including the forecasted rise of
price of raw materials, is expected to contribute to operating
income.

FHI expects the current fiscal year to be one characterized
by the bottoming out of performance and return to recovery.
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Consolidated Balance Sheets

FUJI HEAVY INDUSTRIES LTD. AND CONSOLIDATED SUBSIDIARIES
Asg of March 31, 2005 and 2004

Thousands of

Millions Millions U.S. doflars
of yen of yen (Note 1)
ASSETS 2005 2004 2005
Current assets:
Cash and time deposits (Note 4) ¥ 40,742 ¥ 46,684 $ 379,384
Marketable securities (Notes 4 and 5) 87,003 113,490 810,159
Notes and accounts receivable, trade (Note 9) 116,278 122,724 1,082,764
Allowance for doubtful accounts (1,259) (661) (11,724)
Inventories (Note 6) 175,087 179,338 1,630,385
Short-term loans (Note 4) 128,202 101,871 1,193,798
Deferred tax assets (Note 12) 34,859 34,149 324,602
Other current assets (Note 9) 68,158 57,284 634,677
Total current assets 649,070 654,879 6,044,045
Property, plant and equipment (Notes 7, 8 and 9) 1,174,358 1,125,117 10,935,450
LLess—accumulated depreciation (630,632) (615,374) (5,872,353)
Net property, plant and equipment 543,726 509,743 5,063,097
Investments and other assets:
Investment securities (Note &) 65,323 52,926 608,278
Investments in non-consolidated subsidiaries and affiliated companies 6,970 5,298 64,904
Long-term loans 5,976 4,918 55,648
Goodwill 16,961 17,753 157,938
Intangibles, net 26,250 22,700 244,436
Deferred tax assets (Note 12) 24,481 29,707 227,964
Other assets (Note 9) 21,453 56,759 199,767
Allowance for devaluation of investments (41) (280) {382)
Allowance for doubtful accounts (2,710) 4,676) (25,235)
Total investments and other assets 164,663 185,105 1,533,318
Total assets ¥1,357,459 ¥1,349,727 $12,640,460
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Thousands of

Millions Millions U.S. dollars
of yen of yen (Note 1)
LIABILITIES AND SHAREHOLDERS' EQUITY 2005 2004 2005
Current liabilities:
Short-term borrowings (Note 9) ¥ 217,928 ¥ 207,029 $ 2,029,314
Current portion of long-term debts (Note 9) 34,667 40,888 322,814
Notes and accounts payable, trade 190,790 193,186 1,776,608
Accrued expenses (Note 2) 110,093 113,808 1,025,170
Accrued income taxes (Note 12) 8,872 5,092 82,615
Other current liabilities (Note 12) 47,961 43,128 446,606
Total current liabilities 610,311 603,231 5,683,127
Long-term liabilities:
Long-term debts (Note S) 159,595 131,079 1,486,125
Accrued pension and severance liability (Note 11) 59,002 61,854 549,418
Consolidation adjustments (Note 3) 12,352 44,027 115,020
Other long-term liabilities (Notes 8 and 12) 41,583 52,709 387,215
Total long-term liabilities 272,532 289,469 2,537,778
Minority interest in consolidated subsidiaries 3,467 3,319 32,284
Contingent liabilities (Note 19)
Shareholders’ equity (Note 13}
Common stock
Authorized—1,500,000,000 shares
Issued—782,865,873 shares 153,795 153,795 1,432,117
Capital surplus 160,071 160,107 1,490,558
Revaluation reserve for land (Notes 8 and 12) 421 421 3,920
Retained earnings 178,022 165,192 1,657,715
Net unrealized helding gains on securities 16,945 10,291 157,789
Translation adjustments (35,874) (33,300) {334,053)
L.ess—treasury stock, at cost, 2005—3,761,911 shares (2,231) — (20,775)
2004-4,480,160 shares — (2,798) —
Total shareholders’ equity 471,149 453,708 4,387,271
Total liabilities and shareholders’ equity ¥1,357,459 ¥1,349,727 $12,640,460

The accompanying notes are an integral part of these balance sheets.
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Consolidated Statements of income

FUJI HEAVY INDUSTRIES LTD. AND CONSOLIDATED SUBSIDIARIES
Years ended March 31, 2009, 2004 and 2003

Thousands of

Millions Millions Milions U.S. doflars
of yen of yen of yen {Note 1)
2005 2004 2003 2005
Net sales ¥1,446,491 ¥1,438,451 ¥1,372,337 $13,469,513
Cost of sales 1,107,718 1,085,718 1,011,582 10,314,908
Gross profit 338,773 353,735 360,755 3,154,605
Selling, general and administrative expenses (Note 14) 296,756 303,411 293,234 2,763,349
Operating income 42,017 50,324 67,521 391,256
Other income (expenses):
Interest and dividend income 2,393 2,081 1,855 22,283
Interest expenses (2,437) (2,416) (2,941) (22,693)
Gain (loss) on sale of securities 541 4,153 (094) 5,038
Foreign exchange gains (losses) 915 7,348 (1,638) 8,520
Loss on devaluation of securities (23) (221) (3,884) {213)
Loss on sale and disposal of property, plant and eguipment, net (4,752) (3,089) (4,822) (44,250)
Loss on revaluation of derivatives (3,132) — — {29,165)
Loss on devaluation of inventories at Aerospace division (Note 16) (8,122) — — (75,631)
Loss on discontinued operations (Note 15) (3,467) — {1,882) (32,284)
Amortization of consolidation adjustments (Note 3) 6,868 4,912 — 63,954
Loss on compensation 1o suppliers (Note 17) (4,174) — — (38,868)
Gain on prior period adjustment —_— 1,049 — _
Pension and severance cost (Note 11) — (1,268) — —_
Other, net (5,561) (6,607) (6,345) (51,783)
(20,951) 5,942 (20,551) (195,092)
Income before income taxes and minority interest 21,066 56,266 46,370 196,164
Income taxes (Note 12):
Current 5,913 12,030 20,358 55,061
Reversal of prior year's accrued income taxes — — (2,973) —
Deferred (3,264) 5,603 (3,810) (30,394)
2,649 17,633 13,576 24,667
Income before minority interest 18,417 38,633 33,394 171,497
Minority interest in consolidated subsidiaries (179) 16 90 {1,667)
Net income ¥ 18,238 ¥ 38848 ¥ 33484 $ 169,830
U.S. doffars
Yen Yen Yen (Note 1)
Per share data (Note 2):
Net income—Basic ¥23.27 ¥50.62 ¥44.84 $0.22
~Diluted 23.27 49.66 42.91 0.22
Cash dividends (Note 13) 9.00 9.00 9.00 0.08

The accompanying notes are an integral part of these statements.
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Consoclidated Statements of Shareholders’ Equity

FUJIHEAVY INDUSTRIES LTD, AND CONSOLIDATED SUBSIDIARIES

Years ended March 31, 2005, 2004 and 2003

Thousands’ Millions of yen
Net
unrsalized Less—

Number of Revaluation holding treasury Total
shares Common Capital raserve Retained  gains on Transfation stock, sharsholders'
issued stock surplus for land earnings  securities adjustment at cost equity

Balance, March 31, 2002 746,506  ¥144,450  ¥150,762 ¥381  ¥107,328 ¥ 4997 ¥ (8579) ¥(2,227) ¥396,112
Foreign currency translation adjustment (8,658) (8,658)
Cash dividends (6,689) (6,689)
Payment of bonuses to directors

and statutory auditors (161) (181)
Shares issued upon conversion of convertibls bonds 15 5 4 9
Increase in treasury stock (526) (526)
Revaluation reserve for land 8 8
Increase in unrealized holding gains on securities (1,551) {1,551)
Comprehensive 10ss (779) (776)
Net income 33,484 33,484

Balance, March 31, 2003 746,521 144,455 150,766 389 133,186 3,446 (18237}  (2,753) 411252
Forsign currency transtation adjustment (156,083 {15,063
Cash dividends (6,846) (6,846)
Payment of bonuses to directors

and statutory auditors (171) {171
Shares issued upon conversion of convertible bonds 36,345 9,340 9,305 18,645
Increase in treasury stock {45) (45)
Gain on disposal of treasury stock 36 36
Reversal of revaluation reserve for land (31) (31)
Revaluation reserve for land 32 32
Increase in unrealized holding gains on securities 6,845 8,845
Comprehensive income 405 405
Net income 38,649 38,649

Balance, March 31, 2004 782,866 153,795 180,107 421 165192 10,291 {33,300) {2,798) 453,708
Foreign currency translation adjustment (2,574) (2,574)
Cash dividends {7,013) {7,013)
Payment of bonuses to directors

and statutory auditors (157) (157)
Increasa in the number of companies accounted
for by the equity method 1,496 1,496
Decrease in treasury stock 567 567
Loss on dispesal of freasury stock (36} (14} (113)
Increase in unrealized holding gains on securities 6,654 6,654
Comprehensive income 343 343
Net income 18,238 18,238
Balance, March 31, 2005 782,866  ¥153,795  ¥160,0M ¥421  ¥178,022 ¥16,945  ¥(35874) ¥(2,231) ¥471,149

Thousands of U.S. dollars {Note 1)

Balance, March 31, 2004

$1,432,117 $1,490,893

$3.920 81,538,244 § 95,828  §(310,084) $(26,055) §4,224,863

Foreign currency translation adjustment
Cash dividends
Payment of bonuses to directors
and statutory auditors
Increase in the number of companies accounted
for by the equity method
Decrease in treasury stock
Loss on disposal of treasury stock
Increase in unrealized holding gains on securities
Comprehensive income
Net income

(335)

(23,969) (23,969)

65,304) {65,304)
(1,462) {1,462)
13,930 13,930
5,280 5,280

7 (1,052)
61,961 61,961

3,194 3,194
169,830 169,830

Balance, March 31, 2005

$1,432,117 $1,490,558

$3,920 $1,657,715 $157,789  ${334,053) $(20,775) $4,387,2M1

The accompanying notes are an integral part of these statements.

Annual Report 2005 35



Consolidated Statements of Cash Flows

FUJI HEAVY INDUSTRIES LTD. AND CONSOLIDATED SUBSIDIARIES
Years ended March 31, 2005, 2004 and 2003

Thousands of

Mitlions Millions Millions U.S. dollars
of yen of yen of yen {Note 1)
2005 2004 2003 2005

Cash flows from operating activities:
Income before income taxes and minority interest ¥ 21,066 ¥ 56,266 ¥ 46,970 $ 196,164
Adjustments to reconcile income before income taxes and
minority interest to net cash provided by operating activities:

Depreciation/amortization expenses 71,010 71,112 67,896 661,235
Loss on sale and disposal of property, plant and equipment, net 4,752 3,089 4,822 44,250
Increase (decrease) in accrued pension and severance liability (2,730) 73 (106) (25,421)
(Gain} loss on sale of securities (541) (4,153) 994 {5,038)
Loss on devaluation of securities 23 221 3,884 214
Decrease in notes and accounts receivable, trade 5,353 1,191 2,613 49,846
{increase) decrease in inventories {11,272) 5,889 (12,017) (104,963)
Increase (decrease) in notes and accounts payable, trade 33 (13,979) 16,5634 307
Income taxes paid (6,197) (18,374) (81,099) (57,706)
Loss on compensation to suppliers 4,174 — — 38,868
Loss on discontinued operations 3,467 — 1,882 32,284
Amortization of consolidation adjustments (31,675) (4,912) — (294,953)
Gain on prior period adjustments —_ (1,049) — —_
Other, net (136) 4,400 5,690 (1,266)
Net cash provided by operating activities 57,327 99,774 108,063 533,821
Cash flows from investing activities:

Purchase of property, plant and equipment (137,998) (125,351) (115,5653) (1,285,017)

Proceeds from sale of property, plant and equipment 36,411 38,634 32,213 339,054

Purchase of investment securities (7,690) (11,718) (10,167) (71,608)

Purchase of marketable securities (37,119) (54,182) (38,596) (345,647)

Proceeds from sale of investment securities 5,395 11,178 9,114 50,237

Proceeds from sale of marketable securities 50,474 43,239 72,688 470,007

Increase due to acquisition of Isuzu’s share

of Subaru of Indiana Automotive, Inc. (Note 3) —_ — 12,989 _—

Purchase of intangible assets {8,009) (8,070) (6,240) (74,579)

Disbursement of loans receivable (122,633) (90,041) {(75,898) {1,141,940)

Collection of loans receivable 101,195 70,101 62,889 942,313

Other, net 30,213 (820) 573 281,339

Net cash used in investing activities (89,761) (127,140) (56,088) (835,841)
Cash flows from financing activities:

Proceeds from long-term debts 49,867 5,269 55,180 464,354

Repayment on long-term debts (37,166) (28,635) (68,324) (346,084)

Issuance of bonds 20,000 20,000 10,000 186,237

Redemption of bonds (10,000) (10,129) (22,027) (93,119)

Net increase in short-term borrowings 10,898 22,662 10,732 101,481

Purchase of treasury stock (399) (49) (631) (3,715)

Proceeds from disposal of treasury stock 24 70 — 223

Dividends paid {7,013) {6,846) (6,689) (65,304)

Other, net (12) 7 — (112)

Net cash provided by (used in) financing activities 26,199 2,335 (11,689) 243,961
Effect of exchange rate changes on cash and cash equivalents (1,481) (5,512) (4,050) (13,791)
Net increase (decrease) in cash and cash equivalents (7,716) (30,543) 36,236 (71,850)
Cash and cash equivalents:

Balance at beginning of year 139,401 169,244 133,708 1,298,081
Balance at end of year (Note 4) ¥131,6856 ¥139,401 ¥169,044 $1,226,231
Supplementary information on cash flows:

Cash paid during the period for interest ¥ 2432 Y 2361 ¥ 3,327 $ 22,646

Conversion of convertible bonds - 18,645 e] —_

The accornpanying notes are an integral part of these statements.
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Notes to Consoclidated Financial Statements

FUJI HEAVY INDUSTRIES LTD. AND CONSOLIDATED SUBSIDIARIES

The accompanying consolidated financial statements have been prepared in accordance with the provi-
sions set forth in the Japanese Securities and Exchange Law and its related accounting regulations and
in conformity with accounting principles generally accepted in Japan, which are different in certain
respects as to the application and disclosure requirements of International Financial Reporting
Standards.

The accounts of overseas subsidiaries are based on their accounting records maintained in conformity
with generally accepted accounting principles prevailing in the respective countries of domicile. The
accompanying consolidated financial statements have been restructured and translated into English (with
some expanded descriptions and the inclusion of consolidated statements of shareholders’ equity) from
the consolidated financial statements of the Company prepared in accordance with Japanese GAAP and
filed with the appropriate Local Finance Bureau of the Ministry of Finance as required by the Securities
and Exchange Law. Some supplementary information included in the statutory Japanese language con-
solidated financial statements, but not required for fair presentation, is not presented in the accompany-
ing consolidated financial statements.

The transiation of the Japanese yen amounts into U.S. doifars are included solely for the convenience
of readers outside Japan, using the prevailing exchange rate at March 31, 2005, which was ¥107.39 to
U.8.$1. The convenience translations should not be construed as representations that the Japanese yen
amounts have been, could have been, or couid in the future be, converted into U.S. dollars at this or any
other rate of exchange.

Consclidation

The accompanying consolidated financial statements include the accounts of the Company and its
significant subsidiaries. All significant intercompany transactions and balances have been eliminated in
consolidation. The fiscal year-end of the consolidated domestic subsidiaries is the same as that of the
parent company, while the fiscal year-end of the consolidated foreign subsidiaries is December 31.
Although these consolidated foreign subsidiaries are included based on their fiscal year ended December
31, significant transactions that occurred in the period between December 31 and March 31 are reflected
in the consolidated financial statements.

The consolidated financial statements include the accounts of the Company and 68 subsidiaries in the
fiscal year 2005 and 66 subsidiaries in the fiscal years 2004 and 2003.

In addition, 4 non-consolidated subsidiaries and an affiliated company are accounted for by the equity
method in the fiscal year 2005, while there was no affiliated company accounted for by the equity
method in the fiscal year 2004 and an affiliated company was accounted for by the equity method in the
fiscal year 2003.

Investments in insignificant non-consolidated subsidiaries and affiliated companies not accounted for
by the equity method are carried at cost. The difference between the cost and underlying net equity of
investments in subsidiaries and affiliated companies is allocated to identifiable assets based on fair value
at the date of acquisition. The unallocated residual value of the excess of the cost over the underlying net
equity is recognized as consolidation adjustments and goodwill and is amortized over a period of 5 years
on the straight-line basis. However, consolidation adjustments that arose from making Subaru of Indiana
Automotive, Inc. (SIA), a wholly owned subsidiary of the Company, are amortized differently. The portion
that clearly corresponds to the forecasted future losses is amortized according to the generation of those
losses, and the remaining portion of the consolidation adjustments is amortized by the straight-line
method over 5 years.

All assets and liabilities of subsidiaries, which include not only the Company’s interest in the subsidiary
but also the minority interest portion, are valued based on fair value at the time the Company consolidated
the subsidiary.
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Translation of foreign currency accounts
Under the Japanese accounting standard for foreign currency translation, monetary assets and liabilities
denominated in foreign currencies are translated into Japanese yen at the exchange rates prevailing at
each balance sheet date with the resuiting gain or loss included in the current statements of income.
Assets and liabilities of foreign subsidiaries and affiliated companies are translated into Japanese yen
at the exchange rates in effect at the balance sheet date of the foreign subsidiaries and affiliated compa-
nies, except for common stock and capital surplus, which are translated at historical rates. Revenue and
expense accounts are translated at the average exchange rates during the current year. The resulting for-
eign currency translation adjustments are included in “Translation adjustments” in shareholders’ equity
and minority interest in the accompanying consolidated balance sheets,

Cash equivalents

Cash and cash equivalents include all highly liquid investments, generally with original maturities of three
months or less that are readily convertible to known amounts of cash and have negligible risk of changes
in value due to their short maturities.

Revenue recognition
Revenue from sales of finished products is generally recognized when such products are shipped to dealers
or customers. Revenue from operating leases is recognized on a straight-line basis over the lease term.

Change of accounting policy:
The Company changed the revenue recognition policy for the Aerospace division’s production contracts
with the production term exceeding one year and the amount of each contract exceeding ¥5,000 million,
from the delivery basis to the percentage-of-completion method from the fiscal year ended March 31,
2004. The Company changed the accounting policy for the purpose of more accurately matching rev-
enues against costs in the period in which they were incurred in light of the recent trend that terms of
production contracts of the Aerospace division tend to extend over periods and the amounts of such
contracts tend to become larger, and such a trend is expected to continue.

As a result of the change, net sales increased by ¥4,013 million and gross profit, operating income and
income before income taxes and minority interest increased by ¥231 million in the fiscal year ended
March 31, 2004 as compared with amounts resulting from the application of the previous policy.

Allowance for doubtful accounts

Allowance for doubtful accounts is provided based on the amount calculated as the actual ratio of bad
debt for ordinary receivables and the amount required for uncollectible accounts for specific doubtful
receivables.

Allowance for devaluation of investments .

Allowance for devaluation of investments is provided for losses from decrease in the value of investment
securities for which fair value is not available and investments in non-consolidated subsidiaries and affili-
ated companies based on the evaluation of the investees' financial conditions, such as net assets and
the probability of recovering the value.

Marketable securities and investment securities

Under the Japanese accounting standard for financial instruments, securities for which fair value is avail-
able are stated at the fair value as of the balance sheet date with unrealized holding gains and losses
included as a component of shareholders’ equity until realized, while securities for which fair value is not
available are stated at cost as determined by the moving-average method, after devaluation for any per-
manent impairment, Held-to-maturity debt securities are stated using the amortized interest cost method.

Derivative financial instruments and hedge accounting

The Japanese accounting standard for financial instruments requires the Company and consolidated
domestic subsidiaries to state derivative financial instruments at fair value and to recognize changes in
the fair value as gains or losses unless derivative financial instruments are used for hedging purposes.



For interest rate swap contracts used as hedges and which meet certain hedging criteria, the net
amount to be paid or received under the interest rate swap contract is added to or deducted from the
interest on the assets or liabilities for which the swap contract is executed.

Derivative financial instruments qualifying as a hedge, along with the related transactions, assets and
liabilities are as follows:

Financial Instrument Transaction, Assets and Liabilities

Interest swaps Borrowings

The risk exposures to movements in interest rates are hedged according to the Company’s and con-
solidated subsidiaries’ risk management policy. Evaluation of hedge effectiveness is not considered nec-
essary as the terms and notional amounts of these hedge instruments are the same as those of the
related transactions, assets and liabilities, and therefore they are assumed to be highly effective in offset-
ting movements in interest rates at their inception as well as during their term.

Change of accounting policy:

Previously, for foreign exchange contracts used as hedges and which met certain hedging criteria, the
Company translated hedged foreign currency receivables using the contracted forward rates, for forward
exchange contracts hedging future transactions, the Company deferred recognition of gains or losses
resulting from changes in fair value of the foreign exchange contracts until related gains or losses on the
hedged items were recognized. However, the Company stopped applying the hedge accounting from the
fiscal year 2005.

The reason for the change is that the Company reconsidered the appropriateness of application of
hedge accounting in connection with reviewing the hedge policy and the management activities for for-
eign exchange contracts.

As a result of this change, operating income increased by ¥141 million and income before income
taxes and minority interest decreased by ¥1,623 million as compared with amounts resulting from the
application of the previous hedge accounting policy.

The impact of such change on segment information is stated in Segment Information {Note 21).

Inventories
Finished products are stated principally at cost determined by the moving-average method. Raw materials,
work in process and supplies are stated principally at cost determined by the first-in, first-out method.

Propenrty, plant and equipment

Property, plant and equipment are stated at cost. Significant renewals and additions are capitalized;
ordinary maintenance, ordinary repairs, minor renewals and minor improvements are charged to consoli-
dated statement of income as incurred.

Depreciation of property, plant and equipment of the Company and consoclidated domestic sub-
sidiaries is principally computed by the declining-balance method, except for the buildings (excluding
building improvements) acquired on or after April 1, 1998, for which the straight-line method is applied.
Depreciation of property, plant and equipment of consolidated foreign subsidiaries is computed by the
straight-line method at rates based on the estimated useful lives of the assets according to general class,
type of construction and use.

Estimated useful lives for depreciable assets are as follows:

Building and structures: 7-50 years
Machinery, equipment and vehicles: 2-11 years

In the fiscal year ended March 31, 2005, the Company and the consolidated subsidiaries did not adopt
early the new accounting standard for impairment of fixed assets (“Opinion Concerning Establishment of
Accounting Standard for Impairment of Fixed Assets” issued by the Business Accounting Deliberation
Council on August 9, 2002) and the implementation guidance for the accounting standard for impairment
of fixed assets (the Financial Accounting Standard Implementation Guidance No. 6 issued by the
Accounting Standards Board of Japan on October 31, 2003). The new accounting standard is required to
be adopted effective April 1, 2005. The Company estimates that the effect of adopting the new account-
ing standard will have a material effect on the Company's consolidated financial statements.
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Accounting for leases

In principle, finance leases are accounted for on a similar basis to sales by lessors or purchases by
lessees. However, finance leases which do not transfer ownership of the leased assets to lessees as
stipulated in lease contracts can be accounted for as operating leases. Therefore, as a lessee, the
Company and consolidated subsidiaries have accounted for those leases as operating leases and have
charged periodic lease payments to expenses as incurred. Certain “as if capitalized” information is dis-
closed in Note 18 to the financial statements.

Intangible assets
Goodwill is principally amortized by the straight-line method based on the accounting principles generally
accepted in the respective countries of domicile. However, goodwill of the consolidated subsidiary in the
United States is not amortized in accordance with SFAS 142, while other identifiable assets are amor-
tized by the straight-line method.

Computer software used internally by the Company and consolidated subsidiaries is amortized by the
straight-line method over the relevant economic useful lives (3 or 5 years).

Accrued pension and severance liability

On terminating employment, employees of the Company and consolidated subsidiaries in Japan are enti-
tled, under most circumstances, to lump-sum indemnities or pensions as described below, based on cur-
rent rates of pay, length of service, and conditions under which the termination occurs. The minimum
payment is an amount based on voluntary retirement. In addition to the minimum payment based on vol-
untary retirement, employees receive additional benefits for retirement due to age limit, death or other
defined reasons.

Certain consolidated subsidiaries in Japan have contributory funded defined benefit pension plans, which
are pursuant to the Japanese Welfare Pension Insurance Law. The contributory pension plans cover a
portion of the governmental welfare pension program, under which the contributions are made by the
companies and their employees, and an additional portion representing the substituted noncontributory
pension plan.

Under the Japanese accounting standard for pension and severance benefits, accrued pension and
severance liability for employees has been provided based on the estimated amounts of projected pen-
sion and severance obligation and fair value of plan assets at the end of the fiscal year. Prior service cost
is being amortized as incurred by the straight-line method over the period (14-18 years), which is shorter
than the average remaining service periods of the eligible employees. Actuarial gains and losses have
been amortized from the following fiscal year by the straight-line method over the periods (primarily 18
years), which are shorter than the average remaining service periods of the eligible employees.

Accrued pension contribution for defined benefit pension plans is included in accrued pension and
severance liability.

Directors and statutory auditors of the Company and consolidated domestic subsidiaries are entitled
to receive lump-sum payments at the time of severance or retirement, subject to the approval of the
shareholders. The liabilities for such benefits are determined based on the Company's and consclidated
subsidiaries’ internal rules and are included in “Other long-tem liabilities” in the accompanying consoli-
dated balance sheets.

Accrued warranty claims

The Company and consolidated subsidiaries provide for accrued warranty claims on products sold
based on their past experience of warranty services and estimated future warranty costs, which are
included in “Accrued expenses” in the accompanying consolidated balance sheets.

Research and development costs

Research and development costs are expensed as incurred and amounting to ¥52,962 miilion
(US$493,174 thousand), ¥57,541 million and ¥60,110 million for the fiscal years ended March 31, 2005,
2004 and 2003, respectively.



Income taxes

The provision for income taxes is computed based on the pretax income for the financial reporting
purposes. Deferred tax assets and liabilities are recognized for expected future tax consequences of
temporary differences between the financial statement carrying amounts and the tax bases of assets and
liabilities. Valuation allowances are recorded to reduce deferred tax assets when it is more likely than not
that a tax benefit will not be realized.

Effective April 1, 2004, the “Corporation Size-Based Enterprise Tax System” for enterprises has been
introduced. Due to the introduction, the Accounting Standards Board of Japan issued Practical Solutions
Report No. 12, “Practical Solutions on Presentation for Size-Based Components of Corporate Enterprise
Tax on Income Statements” on February 13, 2004, which prescribes the new accounting standard for
enterprise taxes. In compliance with the report, the value-added and the capital components of the
enterprise taxes, which are not related to income, are included in selling, general and administrative
expenses from the fiscal year 2005.

As a result, selling, general and administrative expenses increased by ¥1,009 million (US$9,396 thou-
sand}, and operating income, ordinary income and income before income taxes and minority interest
decreased by the same amount as compared with the previous fiscal year.

The impact of such change on segment information is stated in Segment Information (Note 21).

Net income per share
Basic net income per share (EPS) is computed based on the average number of shares of common stock
outstanding during each year. Diluted EPS assumes the potential dilution that could occur if all convert-
ible securities were converted or other contracts to issue common stock were exercised to the extent
that it is not antidilutive.

Reclassifications
Certain reclassifications within the financial statements for the fiscal years ended March 31, 2004 and
2003 have been made to conform to the presentation for the fiscat year ended March 31, 2005.

Subaru of Indiana Autemotive, Inc. (SIA, formerly Subaru-lsuzu Automotive, Inc.), a consolidated sub-
sidiary in the United States, was a joint venture company of Isuzu Motors Lid, and the Company (the
Company held a 51% share of SIA). On January 1, 2003, as a result of the dissolution of the joint venture
relationship with Isuzu Motors Ltd. and execution of an agreement for the consignment of production, the
Company acquired Isuzu’s share of SIA to make SIA a wholly owned subsidiary of the Company, and SIA
was assigned to produce certain Isuzu vehicles as well as Subaru vehictes.

Due to the use of a class stock system at SIA, the Company had previously consolidated only the
Subaru Division of SIA which had been governed by the Company through ownership of class F common
stock, while the Isuzu Division of SIA, which had been governed by Isuzu Motors Ltd. through ownership
of class | common stock, was excluded from the consolidated financial statements of the Company.
However, as a result of the acquisition of Isuzu’s share of SIA, the Company consolidated SIA as a whole,
including the Consignment division {formerly the Isuzu division).

Prior to the Company’s acquisition of Isuzu's share of SIA, Isuzu Motors Ltd. had made a capital injec-
tion into SIA in connection with the forecasted future losses related to the former Isuzu division. In rela-
tion to the consignment of the production agreement with Isuzu, the Company has operated the former
Isuzu division as the Consignment division, As the consigned production activities have been completed,
SIA has been expected to incur certain losses on the disposal of fixed assets, losses on cancellation
of operating leases, and losses related to personnel reduction. Consequently, the consolidation
adjustments (credit side) arose.

The portion of the consolidation adjustments that clearly corresponds to the forecasted future losses
has been amortized according to the generation of those losses, and the remaining portion has been
amortized by the straight-line method over 5 years.
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The amortization of the consolidation adjustments for the year ended March 31, 2005 was ¥31,654 mii-
lion (US$294,757 thousand), out of which, ¥6,847 million (US$63,954 thousand) was reflected as amorti-
zation of the consolidation, and ¥24,807 million (US$230,999 thousand), which corresponded to the loss
on the cancellation of the operating lease at SIA as a result of the termination of the consignment pro-
duction of Isuzu vehicles, was offset against ¥27,603 million (US$257,035 thousand) expenses on the
cancellation of the operating lease at SIA and was included in “other, net” under cther income (expenses)
in the accompanying consolidated statement of income.

The amortization of the consolidation adjustments for the year ended March 31, 2004 was ¥4,892 mil-
lion and reflected as “amortization of consolidation adjustments” in the accompanying statement of
income. The annual amortization based on currently forecasted losses was as follows:

Milions Thousands of

of yen U.S. dollars

March 31, 2006 ¥ 6,600 $ 61,458
March 31, 2007 3,800 35,385
March 31, 2008 {300 (2,793)
March 31, 2009 and thereafter 2,212 20,598
¥12,312 $114,648

4. Additional Cash.Elow: inform:
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(a) Cash and cash equivalents as of March 31, 2005 and 2004 consisted of the foliowing:

Millions Millions Thousands of
of yen of yen U.S. dolflars
2005 2004 2005
Cash and time deposits ¥ 40,742 ¥ 46,684 $ 379,384
Marketable securities 87,003 113,490 810,159
Short-term loans 128,202 101,871 1,193,798
255,947 262,045 2,383,341
Less maturity over three months (124,262) (122,644) {1,157,110)
Cash and cash equivalents ¥131,685 ¥139,401 $1,226,231

(b) Assets and liabilities of newly consolidated subsidiary through acquisition of shares:

Assets and liabilities of NIIGATA SUBARU Inc. and relationship with the acquisition cost and net cash
outflow of such acquisition, which are included in “Other, net” under “Cash flows from investing activi-
ties” for the year ended March 31, 2004, were as follows:

Milicns

of yen

Current assets ¥2,268
Long-term assets 4,085
Goodwill 212
Current liabilities (8,145)
Long-term liabilities (1,217)
Acquisition cost of NIIGATA SUBARU Inc. 2,183
Cash and cash equivalents of NIGATA SUBARU Inc. (324)
Net cash used for acquisition of NIGATA SUBARU Inc. ¥1,85¢




(c) Significant non-cash transaction:

On August 2004, the Company executed a share exchange agreement and made Yusoki Kogyo K.K. a
wholly owned subsidiary of the Company. As a result of the share exchange, consolidation adjustments
rose by ¥833 million and treasury stock decreased by ¥942 million.

5. Marketable Seciir,

Information as to the value of marketable securities and investment securities as of March 31, 2005 and
2004 was as follows:

(1) Held-to-maturity debt securities for which fair market value was available:

As of March 31, 2004:

Millions of yen

Book value  Fair market value Difference

Fair market value not exceeding book value:
Government bonds ¥5 ¥5 Yo
Total ¥5 ¥5 Yoo

(2) Other investment securities (available-for-sale securities) for which fair market value was available:

(a) As of March 31, 2005:

Millions of yen

Acquisition cost Book value Difference
Book value exceeding acquisition cost:
Equity securities ¥20,761 ¥49,214 ¥28,453
Debt securities
Government and municipal bonds 100 100 0
Corporate bonds 2,500 2,501 1
Other 36 181 145
Other 4,281 4,282 1
Subtotal 27,678 56,278 28,600
Book value not exceeding acquisition cost:
Equity securities 256 205 (51)
Debt securities
Government and municipal bonds 6,656 6,627 (29)
Corporate bonds 4,740 4,724 (16)
Other 501 500 (1)
Other 2,344 2,338 (6)
Subtotal 14,497 14,394 (103)
Total ¥42,175 ¥70,672 ¥28,497
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Thousands of U.S. doflars

Acquisition cost

Book value Difference

Book value exceeding acquisition cost;

Equity securities $193,323 $458,274  $264,951
Debt securities
Government and municipat bonds 931 931 0
Corporate bonds 23,280 23,289 9
Other 335 1,685 1,350
Other 39,864 39,874 10
Subtotal 257,733 524,053 266,320
Book value not exceeding acquisition cost:
Equity securities 2,384 1,909 (475)
Debt securities
Government and municipal bonds 61,980 61,710 (270)
Corporate bonds 44,138 43,989 (149)
Other 4,665 4,656 9)
Other 21,827 21,770 {57)
Subtotal 134,994 134,034 (960)
Total $392,727 $658,087  $265,360

(b) As of March 31, 2004:

Millions of yen

Acquisition cost

Book velue Difference

Book value exceeding acquisition cost:

Equity securities ¥18,869 ¥36,167 ¥17,298
Debt securities
Government and municipal bonds 6,818 6,821 3
Corporate bonds 5,299 5,331 32
Other 36 161 125
Cther 5,570 5573 3
Subtotal 36,592 54,053 17,461
Book value not exceeding acquisition cost:
Equity securities 2,011 1,889 (122)
Debt securities
Corporate bonds 4,801 4,789 2
Other 1,646 1,548 0
Other 848 845 3)
Subtotal 8,206 9,079 (127)
Total ¥45,798 ¥63,132 ¥17,334




(3) Other investment securities (available-for-sale securities) sold during the years ended March 31, 2005

and 2004:

(a) For the year ended March 31, 2005:

Sales amount Total gain Total loss
¥640,095 million ¥B33 million ¥56 million
US$5,960,471 thousand US$5,894 thousand US$521 thousand

The above sales amount inciuded sales of short-term investments in commercial paper and other

amounting to ¥584,226 million (US$5,440,227 thousand).

(b) For the year ended March 31, 2004:

Sales amount Total gain

Total foss

¥426,839 million ¥4,760 miliion

¥420 miliion

The above sales amount included sales of short-term investments in commercial paper and other

amounting to ¥372,422 million.

(4) Book values of major securities without available fair market value (except for held-to-maturity debt

securities stated in (1) above) as of March 31, 2005 and 2004:

Millions Millions Thousands of

of yen of yen U.S. doffars

2005 2004 2005

Money management fund ¥47,688 ¥52,202 $444,064
Commercial paper 19,838 31,062 184,729
Unlisted stocks (exciuding over-the-counter stocks) 6,544 6,640 60,937
Negotiable certificated deposit 5,000 — 46,559
Beneficiary rights to the trust 2,579 8,367 24,015
Held-to-maturity debt securities 6 6 56
Medium-term government bond fund — 4,500 —
Free financial fund — 501 —

Note: The Company and consolidated subsidiaries recognized ¥23 million (US$214 thousand) and ¥198 million in loss on devaluation of securities for the
years ended March 31, 2005 and 2004, respectively, out of which, the devaluation ot investment securities with fair market value was ¥10 million for

the year ended March 31, 2004.

For purpose of recording the loss on devaluation of securities, the Company and consolidated subsidiaries consider aff securities whose fair mar-
ket value has fallen below 50% of the book value to be permanently impaired, and records the relevant loss on devaluation. For securities whose fair
market value has declined between 30% to 50% in relation to book value, the Company and consolidated subsidiaries specifically consider the prob-

abliity of recovery of the fair value, and records a loss on devaluation in an amount deemed sufficient.
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(5) Schedule of redemption for other securities with maturity and held-to-maturity debt securities as of

March 31, 2005 and 2004:

(a) As of March 31, 2005:

Millions of yen Thousands of U.S. dollars
Within 1 1108 5to10 Over 10 Within 1 Tt05 5tc 10 Qver10
year years . years years year years years years
Debt securities
Government and
municipal bonds ¥ 1,412 ¥3,393 ¥1,420 ¥501 $ 13,149 $31,5903 $13,223 $4,665
Corporate bonds 4,195 2,747 262 22 39,063 25,580 2,439 205
Other 21,805 — - - 203,045 — — -
Other 5,763 425 54 359 53,664 3,957 503 3,343
Total ¥33,175 ¥6,565 ¥1,736 ¥882 $308,921 $61,132 $16,165 $8,213
(b) As of March 31, 2004:
Millions of yen
Within 1 1t05 5t010 Over 10
year years years years
Debt securities
Government and
municipal bonds ¥ 960 Y4760 ¥ 875 ¥232
Corporate bonds 8,440 1,125 403 —
Other 32,604 161 — —
Other 10,124 174 103 228
Total ¥52,128  ¥6,220  ¥1,381 ¥460
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Inventories as of March 31, 2005 and 2004 consisted of the following:

Millions Millions Thousands of

of yen of yen U.S. dollars

2005 2004 2005

Finished products ¥103,285 ¥107,679 $ 961,775
Work in process 54,110 55,491 503,864
Raw materials 15,882 13,588 147,891
Supplies 1,810 2,580 16,855
¥175,087 ¥179,338 $1,630,385




'7.Property, Plant and Equipment

Pk

Property, plant and equipment as of March 31, 2005 and 2004 were as follows:

Millions Milions Thousands of

of yen of yen U.S. doliars

2005 2004 2005

Buildings and structures ¥280,438 ¥263,128 $2,611,398
Machinery and vehicles 494,199 468,636 4,601,909
Other 216,021 205,900 2,011,556
990,658 937,664 9,224,863

Less accumulated depreciation (630,632) (615,374) (5,872,353)
Land 170,809 166,518 1,590,548
Construction in progress 12,891 20,935 120,039
Total ¥543,726 ¥509,743 $5,063,097

In accordance with the Land Revaluation Law (Law No. 34, enacted on March 31, 1998}, land owned by a
consolidated subsidiary for business use was revalued on March 31, 2002. The unrealized gains from the
revaluation were included in shareholders’ equity as “Revaluation reserve for land,” net of deferred taxes.
The deferred taxes of the unrealized gains were included in other long-term liabilities. Unrecorded loss on
revaluation as of March 31, 2005 was ¥393 million (US$3,660 thousand). According to the Law, the
Company and consolidated subsidiaries are not permitted to revalue the land after April 1, 2002.

Short-term borrowings as of March 31, 2005 and 2004 consisted of the following:

Millions Mitlions Thousands of
of yen of yen U.S. dolars
2005 2004 2005

Bank loans with average interest rate of 0.52% and 0.69%
per annum as of March 31, 2005 and 2004, respectively ¥195,928 ¥197,029 $1,824,453

Commercial paper with average interest rate

of 0.04% per annum as of March 31, 2005 and 2004 22,000 10,000 204,861
¥217,928 ¥207,029 $2,029,314
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Long-term debts as of March 31, 2005 and 2004 consisted of the following:

Millions Millions Thousands of
of yen of yen U.S. doflars
2005 2004 2005
Loans principally from banks and insurance companies due
through 2025 with average interest rate of 1.96%
and 2.50% per annum as of March 31, 2005
and 2004, respectively ¥ 83,462 ¥ 71,167 $ 777,186
Unsecured 2.30% bonds due September 30, 2005 10,000 10,000 93,118
Unsecured 1.76% bonds due April 30, 2004 - 10,000 —
Unsecured 0.97% bonds due May 15, 2006 20,000 20,000 186,237
Unsecured 1.22% bonds due September 30, 2008 30,000 30,000 279,356
Unsecured 0.88% bonds due September 28, 2007 10,000 10,000 93,118
Unsecured 0.68% bonds due June 18, 2010 20,000 20,000 186,237
Unsecured 1.31% bonds due April 28, 2011 20,000 — 186,237
Secured 1.80% bonds of a consolidated subsidiary due July 7, 2005 300 300 2,794
Unsecured 0.93% bonds of a consolidated subsidiary
due February 15, 2007 500 500 4,656
194,262 171,967 1,808,939
Less—Portion due within one year (34,667) (40,888) (322,814)
¥159,595 ¥131,079 $1,486,125

Annual maturities of long-term debts as of March 31, 2005 were as follows:

Millions Thousands of

of yen U.S. dollars

2006 ¥ 34,667 $ 322,814
2007 27,377 254,930
2008 17,390 161,833
2009 44,578 415,104
2010 10,239 95,344
2011 and thereafter 60,011 558,814
¥194,262 $1,808,939

The following assets as of March 31, 2005 and 2004 were pledged as collateral for certain loans:

Millicns Millions Thousands of

of yen of yen U.S. doflars

2005 2004 2005

Notes and accounts receivable, trade ¥ 11,665 ¥ 30,924 $ 108,623
Other current assets — 415 —_
Property, plant and equipment 108,664 95,904 1,011,863
Other assets 271 248 2,524
¥120,600 ¥127,491 $1,123,010




The unexecuted balance of commitments for borrowings by the Company and consolidated
subsidiaries (Subaru of America, Inc. and Subaru Europe N.V./8.A) as of March 31, 2005 and 2004 was

as follows:
Millions Millions Thousands of
of yen of yen U.S. dofiars
2005 2004 2005
Total commitments ¥86,434 ¥103,500 $804,861
Less amounts currently executed 10,000 19,318 93,119
Unexecuted balance ¥76,434 ¥ 84,182 $711,742

10. Unexecuted Balahce of Overdraft Facili fing Commitments -

The unexecuted balance of overdraft facilities and lending commitments at a consolidated subsidiary
{Subaru Finance Co., Ltd.) as of March 31, 2005 and 2004 was as follows:

Millions Millions Thousands of

of yen of yen U.S. doflars

2005 2004 2005

Total overdraft facilities and lending commitments ¥12,350 ¥8,170 $115,001
Less amounts currently executed 7,510 4,244 69,932
Unexecuted balance ¥ 4,840 ¥3,926 $ 45,069

A portion of the overdraft facilities and lending commitments above is subject to credit considerations
as documented in the customer contracts. Therefore, the total balance above is not always executable.

_“11.-Pension and. Seve

The Company and consolidated domestic subsidiaries have non-contributory funded defined benefit pen-
sion plans. The plan of the Company covers 80% of retirement and severance benefits for employees who
terminate employment at age 50 or over. Consolidated foreign subsidiaries primarily have defined contri-
bution plans.

“Pension and severance cost” under “"Other income (expenses)” in the accompanying consclidated
statement of income for the year ended March 31, 2004 represents costs resulting from changes made
by certain consolidated subsidiaries in the method of calculating projected pension and severance oblig-
ation from the simplified method to the principal method. Under the simplified method, accrued pension
and severance liability is provided at the amount that would be payable if all employees voluntarily retired
at the end of the fiscal year, less the amount covered by the plan assets, while accrued pension and sev-
erance liability is provided based on the estimated amount of pension and severance obligation (project-
ed benefit obligations), less the fair value of plan assets at the end of the fiscal year under the principal
method.

One of the consolidated subsidiaries changed the calculation method to the principal method because
the number of employees exceeded 300 due to a merger, and other subsidiaries changed the calculation
method as a result of an increase in reliability in actuarial calculation based on certain assumptions.

As a result, other income decreased by ¥1,268 million and income before income taxes and minority
interest decreased by the same amount.
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Reconciliation between the projected pension and severance obligation and accrued pension and sev-

erance liability as of March 31, 2005 and 2004 was as follows:

Millions Miklions Thousands of

of yen of yen U.S. dollars

2005 2004 2005

a. Projected pension and severance obligation ¥138,357 ¥139,686 $1,288,360
b. Plan assets {59,548) (54,946) (554,502)
¢. Unfunded pension and severance obligations 78,809 84,740 733,858
d. Unamortized actuarial gain/loss (17,472) (19,613) (162,697)
e. Unamortized prior service cost (2,423) (3,546) (22,562)
f. Net amount recorded in balance sheet 58,914 61,581 548,599
g. Prepaid pension cost (88) (73) (819)
h. Accrued pension and severance liability ¥ 59,002 ¥ 61,654 $ 549,418

Notes: 1. The above amounts included the government pension pian funded by social security taxes paid by employees and employer.

2. Certain insignificant consofidated subsidiaries calculated the liability using the simplified method.
3. In addition to the above plan assets, there were plan assets for the multi-employer pension plan amounting to ¥15,081 million {US$140,432 thou-
sand) and ¥16,824 million for the years ended March 31, 2005 and 2004, respectively. The plan assels for the multi-employer pension plan could
not ba allocated to each specific participating employer and were allocated based on the number of participants.

Periodic pension and severance costs for the years ended March 31, 2005, 2004 and 2003 consisted

of the following:

Mitlions Mitlions Millions Thousands of

of yen of yen of yen U.S. doflars

2005 2004 2003 2005

a. Service cost ¥ 9,647 ¥10,695 ¥10,004 $ 89,831
b. Interest cost 2,636 3,075 3,047 24,546
c. Expected return on plan assets (1,175) (1,155) (1,262) (10,941)
d. Amortization of actuarial gain/loss 1,853 1,269 770 17,255
e. Amortization of prior service cost 257 295 296 2,393
f. Pension and severance cost ¥13,218 ¥14,718 ¥12,855 $123,084

Notes: 1. The above amounts did not include the social security taxes paid by employees.

2. Service costs of consolidated subsidiaries using the simplified method were included in service cost above.
3. Service costs above included service cost for the multi-employer pension plan amounting to ¥877 million (US$ 8,166 thousand), ¥1,096 mifion
and ¥907 million for the years ended March 31, 2005, 2004 and 2003, respectively, for which plan assets could not be allocated to each specific

participating empioyer.

EN
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, Service costs above included contributions for the defined contribution plans of consclidated foreign subsidiaries amounting to ¥1,476 million
(US$13,744 thousand), ¥1,549 million and ¥1,578 million for the years ended March 31, 2005, 2004 and 2003, respectively.
. In addition to the pension and severance cost above, additional retirement payments amounting to ¥371 million (US$ 3,455 thousand), ¥120 mil-

lion and ¥137 million were made for the years ended March 31, 2005, 2004 and 2003, respectively. For the year ended March 31, 2005, ¥92
miflion (US$857 thousand) out of the entire additional retirerment payment was included in “selling, general and administrative expenses,” and the
remaining ¥279 mifion (US$2,598 thousand) was refiected as “foss on discontinued operations” in the accompanying consolidated statement of
income, whereas the entire additional retirement payment was included in “selling, general and administrative expenses” in the accompanying

consolidated statements of income for the years ended March 31, 2004 and 2003.

Actuarial assumptions used in computation of pension and severance liability were as follows:

a. Attribution of expected benefit obligation The straight-line method

b. Discount rate 2.0%-2.5%

¢. Expected rate of return on plan assets 1.4%-4.0%

d. Amortization of actuarial gain/ioss Primarily 18 years (Amortized by the straight-line

method starting from the following fiscal year based
on the periods shorter than the average remaining

service periods of the eligible employees)
14 to 18 years (The fiscal year 2004: 14 years)

e. Amortization of prior service cost




12, Income Taxes

The Company and consolidated subsidiaries were subject to a number of taxes based on income, which
in aggregate, resulted in normal statutory income tax rates of approximately 40.5% for the year ended
March 31, 2005 and 41.8% for the fiscal years ended March 31, 2004 and 2003.

A reconciliation of the statutory income tax rate in Japan to the Company’s effective income tax rate
for the fiscal years ended March 31, 2005, 2004 and 2003 was as follows:

2005 2004 2003
Statutory income tax rate in Japan 40.5% 41.8% 41.8%
Increase {reduction) in taxes resulting from:
Changes in valuation allowance and tax benefit realized from
the losses carrted forward 19.8 1.6 8.1)
Adjustment of past corporate income taxes
and corporate income taxes refundable (1.6) 5.3) 6.3)
Adjustment of past corporate income taxes
of a consolidated subsidiary in the United States 15.8 — —
Special deduction on corporate income taxes (5.4) 4.9 (8.1)
Entertainment and other non-deductible expenses 1.6 09 2.5
Effect of change in the statutory income tax rate in Japan — 1.3 1.5
Amortization of consolidation adjustments (59.0) (3.4 —
Other 0.9 0.7) 0.8
Effective income tax rate 12.6% 31.3% 28.9%

Significant components of the deferred tax assets and liabilities as of March 31, 2005 and 2004 were

as follows:
Millions Millions Thousands of
of yen of yen U.S. dolars
2005 2004 2005
Deferred tax assets:
Deficit carryforwards ¥ 7,628 ¥ 4696 $ 71,031
Unrealized gain on sales of inventories 4,444 7,660 41,382
Accrued pension and severance liabilities 22,473 22,294 209,265
Accrued expenses 11,075 10,631 103,129
Accrued bonus 6,177 6,824 57,519
Accrued warranty claims 7,637 8,049 71,115
Unrealized gain on sales of property, plant and eguipment 6,552 6,477 61,011
Loss on devaluation of inventories 6,016 — 56,020
Impairment loss on fixed assets of consolidated foreign subsidiary 7,760 - 72,260
Other 15,204 18,979 141,578
Total deferred tax assets 94,966 85,710 884,310
Valuation allowance (11,890) (9,202) (110,718)
Total deferred tax assets, net of valuation allowance 83,076 76,508 773,592
Deferred tax liabilities:
Depreciation/amortization expenses (15,261)  (11,946) (142,108)
Net unrealized holding gains on investment securities {11,496) (6,999) (107,049)
Revaluation reserve for land (478) 478) (4,451)
Advanced depreciation reserve (468) (468) (4,358)
Other (2,455) (1,745) (22,861)
Total deferred tax liabilities (30,158) (21,636) (280,827)
Net deferred tax assets ¥52,918 ¥54,872 $492,765
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Net deferred tax assets were included in the following accounts in the accompanying consolidated
balance sheets.

Millions Millions Thousands of

of yen of yen U.S. dollars

2005 2004 2005

Current assets—Deferred tax assets ¥34,859 ¥34,149 $324,602
Investments and other assets—Deferred tax assets 24,481 29,707 227,964
Current liabilites—Other current liabilities _— 0 —
Long-term liabilities—Other long-term liabilities (6,422) (8,984) (59,801)
Total net deferred tax assets ¥52,918 ¥54,872 $492,765

Effective for years commencing on April 1, 2004 or later, according to the revised local tax law, income
tax rates for enterprise taxes have been reduced as a result of introducing the “Corporation Size-based
Enterprise Tax System” for enterprises. Based on the change of income tax rates, for calculation of
deferred tax assets and liabilities, the Company and consolidated domestic subsidiaries used the aggre-
gate statutory income tax rates of 41.8% for current items and 40.5% for non-current items as of March
31, 2003 and 40.5% for both current and non-current item as of March 31, 2004 and 2005.

As a result of the change in the aggregate statutory income tax rates, net deferred tax assets
decreased by ¥640 million and income taxes—deferred on the consolidated statement of income, net
unrealized holding gains on securities, revaluation reserve for land and minority interest increased by
¥728 million, ¥73 million, ¥8 million and ¥7 million, respectively, in the fiscal year 2003.

52 FUJIHEAVY INDUSTRIES LTD.

Under the Commercial Code of Japan, the entire amount of the issue price of shares is required to be
accounted for as capital, although a company may, by resolution of its Board of Directors, account for an
amount not exceeding one-half of the issue price of the new shares as additional paid-in capital, which is
included in capital surplus.

The Commercial Code provides that an amount equal to at least 10% of cash dividends and other
cash appropriations shall be appropriated and set aside as a legal earnings reserve until the total amount
of legal earnings reserve and additional paid-in capital eguals 25% of common stock. (The total amount
of legal earnings reserve and additional paid-in capital of the Company has reached 25% of common
stock, and therefore the Company is no longer required to provide legal earnings reserve.) The legat earn-
ings reserve and additional paid-in capital may be used to eliminate or reduce a deficit by resolution of
the shareholders’ meeting or may be capitalized by resolution of the Board of Directors. On condition
that the total amount of legal earnings reserve and additional paid-in capital remains equal to or exceeds
25% of common stock, they are available for distribution by the resoclution of the shareholders’ meeting.
Legal earnings reserve is included in retained earnings in the accompanying financial statements.

The maximum amount that the Company can distribute as dividends is calculated based on the non-
consolidated financial statements of the Company in accordance with the Commercial Code.

In accordance with customary practice in Japan, the appropriations are not accrued in the financial
statements for the period to which they relate, but are recorded in the subsequent accounting period
after shareholders’ approval has been obtained. Retained earnings at March 31, 2005 include amounts
representing final cash dividends of ¥3,507 million (US$32,657 thousand), ¥9 (US$0.08) per share,
and directors’ bonuses of ¥55 million (US$512 thousand), which were approved at the shareholders’
meeting held on June 24, 2005.



Selling, general and administrative expenses for the fiscal years ended March 31, 2005, 2004 and 2003
consisted of the following:

Mitlions Millions Millions Thousands of

of yen of yen of yen U.S. dollars

2005 2004 2003 2005

Transportation and packing expenses ¥ 15,316 ¥ 14,004 ¥ 14,089 $ 142,620
Advertisement cost 47,884 53,2567 51,279 445,889
Sales incentives 33,670 33,150 25,640 313,530
Salary and bonus 50,047 52,211 55,446 466,030
Research and development expenses 52,042 56,405 58,788 484,608
Others 97,797 94,384 87,992 910,672

¥206,756 ¥303,411 ¥293,234 $2,763,349

The Company terminated the operation of Bus and Train Production in the fiscal year ended March 31,
2003. Loss on discontinued operations due to the termination of bus production was ¥893 million and
train production was ¥989 million.

The Company terminated the operation of Trailer, Train parts and other operations of Yusoki Kogyo
K.K. in the fiscal year ended March 31, 2005. Loss on discontinued operations due to the termination of
such operations was ¥3,467 million (US$32,284 thousand).

on tinvsntories at the Asrospace Divisian .

in the fiscal year ended March 31, 2005, the Company recorded ¥8,122 million (US$75,631 thousand)
loss on the devaluation of inventories because the prospective realization of the “Work in process”
of Aerospace division’s certain project had become uncertain due to a substantial delay in the schedule
of the project.

0. Supplie ST s e L
In the fiscal year ended March 31, 2005, the Company recorded a ¥4,174 million (US$38,868 thousand)
loss on compensation to suppliers based on the anticipated compensation loss for suppliers’ develop-

ment costs which arose from the Company’s partial rescheduling of a certain development plan in the
Automotive division,
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(1) Information as lessee

As allowed under Japanese accounting standards, the Company and consolidated subsidiaries in Japan
account for finance lease which do not transfer ownership of leased assets to lessees as stiputated in
lease contracts as operating leases. The “as if capitalized” information of such leases was as follows:

Details of the leased assets:

Millions Millions Thousands of

of yen of yen U.S. doftars

2005 2004 2005

Machinery, equipment and vehicles ¥1,325 ¥1,465 $12,338
Other tangible assets 2,137 2,634 19,900
Intangibles assets 33 435 307
3,495 4,534 32,545

Accumulated depreciation/amortization (1,506) (2,268) (14,024)
Net ¥1,989 ¥2,266 $18,521

Information related to finance leases for the years ended March 31, 2005, 2004 and 2003 was as follows:

Millions Millions Millions Thousands of

of yen of yen of yen U.S. doilars

2005 2004 2003 2005

Rent paid ¥665 ¥757 ¥990 $6,192
Depreciation/amortization expenses 599 739 895 5,578
Interest expense portion 57 51 54 531

The future minimum lease/rent payments, excluding the portion of interest thereon, as of March 31,
2005 and 2004 were as follows:

Mitlions Mitiions Thousands of
of yen of yen U.S. dollars
2005 2004 2005
Finance leases:

Due within one year ¥ 526 ¥ 581 $ 4,898
Due after one year 1,574 1,773 14,657
¥2,100 Y 2354 $19,555

Operating leases:
Due within one year ¥ 694 VY 8538 $ 6,462
Due after one year 3,287 50,700 30,608
¥3,081 ¥59,238 $37,070




(2) Information as lessor
Capitalized lease assets for finance leases as of March 31, 2005 and 2004 were as follows:

Millions Millions Thousands of

of yen of yen U.S. doltars

2005 2004 2005

Machinery, equipment and vehicles ¥22,595 ¥22,505 $210,401
Other tangible assets 9,666 9,353 90,008
Intangible assets 1,535 1,261 14,294
33,796 33,119 314,703
Accumulated depreciation/amortization (16,458) (14,814) (153,254)
¥17,338 ¥18,305 $161,449

Information refated to finance leases for the years ended March 31, 2005, 2004 and 2003 was as follows:

Millions Millions Millions Thousands of

of yen of yen of yen U.S. dollars

2005 2004 2003 2005

Rent received ¥9,417 ¥8,882  ¥0,273 $87,690
Depreciation/amortization expenses 7,187 6,438 6,236 66,924
Interest income portion 1,313 1,579 1,688 12,226

The future minimum lease/rent payments receivable, excluding the portion of interest thereon, as of
March 31, 2005 and 2004 was as follows:

Millions Millions Thousands of
of yen of yen U.S. doltars
2005 2004 2005
Finance leases:

Dug within cne year ¥ 6,989 ¥ 7663 $ 65,081
Due after one year 13,189 13,947 122,814
¥20,178 ¥21,610 $187,895

Operating leases:
Due within one year ¥ 4,097 Y 4161 $ 38,151
Due after one year 5,163 4,502 48,077
¥ 9,260 ¥ 8,663 $ 86,228

Contingent liabilities as of March 31, 2005 and 2004 were as follows:

Millions Miliions Thousands of

of yen of yen U.S. dollars

2005 2004 2005

Trade notes receivable discounted with banks ¥ - ¥ 23 $ -_—
As guarantor of the indebtedness from financial institutes 40,408 38,031 376,273
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In the normal course of business, the Company and consolidated subsidiaries employ derivative financial
instruments, including foreign exchange forward contracts, foreign currency options and interest rate
swaps, to manage their exposure to fluctuations in foreign currency exchange rates and interest rates.
The Company and consolidated subsidiaries do not use derivatives for speculative or trading purposes.
Fair value information of the derivative financial instruments as of March 31, 2005 and 2004 was as follows:

(1) Foreign currency contracts:

(a) As of March 31, 2005:

Millions of yen Thousands of U.S. dollars
Contract Valuation Contract Valuation
amount  Fairvalue  gains (losses) amount  Fairvalue  gains (losses)

Foreign exchange forward contracts:

Sell—
U.S. dollar ¥100,153 ¥102,393 ¥(2,240) $932,610 $953,469 $(20,859)
Euro 8,906 8,979 (73) 82,931 83,611 (680)
CAN dollar 6,183 6,438 (255) 57,575 59,950 (2,375)
Buy—
U.S. dollar 20,021 20,274 253 186,433 188,789 2,356
Foreign currency options contracts:
Sell—
Call U.S. dollar 26,843 249,958
[419] 841 (422) [3,902] 7,831 (3,929)
Call Euro 690 6,425
[13] 7 6 [121] 65 56
Call CAN dollar 855 7,962
[7] 28 (21) [65] 261 (196)
Buy—
Put U.S. dollar 21,626 201,378
[336] 133 {203) [3,129] 1,238 (1,891)
Put Euro 675 6,286
[13] 1 (12) [121] 9 (112)
Put CAN dollar 855 7,962
[6] 2 (4) [56] 19 (37)




(b) As of March 31, 2004:

Millions of yen

Contract Valuation
amount  Fairvalue  gains (losses)

Foreign currency options contracts:

Sell—
Call U.S. dollar ¥29,726
(328] ¥ 93 ¥305
Buy—
Put U.S. dollar 29,571
[398] 255 (143)

Note: The amourits in [brackets] are the carrying amounts of the premiurn on the option recorded as other current assets or liabilities.

(2) Interest rate contracts:

(a) As of March 31, 2005:
None.

(b) As of March 31, 2004:

Millions of yen

Contract Valuation
amount  Fairvalue  gains {losses)

Interest swap contracts:
Receive floating rate
pay fixed rate ¥5,300 ¥(74) ¥(74)

The method to determine fair value is based on quotations obtained from financial institutions.
Derivative financial instruments that qualify as a hedge and are accounted for using the deferred hedge
accounting method are excluded from the above table according to the disclosure requirements.
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21. Segment Information

Information by industry segment
The Company and consolidated subsidiaries operate principally in four industry segments: automobiles,
industrial products, aerospace and other business fields (including eco-related equipment).

A summary of net sales, operating income, assets, depreciation/amortization expenses and capital
expenditures by industry segments for the years ended March 31, 2005, 2004 and 2003 was shown below:

Net sales:
Milions Millions Milliens Thousands of
of yen of yen of yen U.S. dollars
2005 2004 2003 2005
Net sales:
Automobiles—
Qutside customers ¥1,319,603 ¥1,316,951  ¥1,229,807 $12,287,950
Intersegment 4,069 3,847 3,231 37,890
Subtotal 1,323,672 1,320,708 1,233,038 12,325,840
Industrial products—
Outside customers 46,814 42,257 41,586 435,925
Intersegment 307 333 75 2,859
Subtotal 47,121 42,590 41,661 438,784
Aerospace—
Outside customers 59,434 56,632 63,009 553,441
Intersegment 40 218 76 372
Subtotal 59,474 56,850 83,085 553,813
Other—
Qutside customers 20,640 23,611 37,935 192,196
Intersegment 2,994 3,284 3,526 27,880
Subtotal 23,634 26,895 41,461 220,076
Total 1,453,901 1,447,133 1,379,245 13,538,513
Corporate and elimination (7,410) (7,682) (6,908) (69,000)
Consolidated total ¥1,446,491  ¥1,439,451  ¥1,372,337 $13,469,513
Segment profit or loss:
Millions Miflions Millions Thousands of
of yen of yen of yen U.S. doflars
2005 2004 2003 2005
Operating income (loss):
Automobiles ¥40,942 ¥52,114 ¥67,307 $381,246
Industrial products 849 (299) (866) 7,906
Aerospace 195 (327) 3,359 1,816
Other (590) (1,482) (3,114) (5,494)
Total 41,396 50,006 66,686 385,474
Corporate and elimination 621 318 835 5,782
Consolidated total ¥42,017 ¥50,324 ¥67,521 $391,256
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Assets:

Millions Millions Millions Thousands of
of yen of yen of yen U.S. dollars
2005 2004 2003 2005
Total assets:
Automobiles ¥1,136,372 ¥1,139,138 ¥1,140,525 $10,581,730
Industrial products 57,611 57,432 56,793 536,465
Aerospace 127,548 109,684 101,130 1,187,709
Other 74,449 76,695 75,360 693,258
Total 1,395,980 1,382,949 1,372,808 12,999,162
Corporate and glimination (38,521) (33,222 (28,736} (358,702)
Consolidated total ¥1,357,459 ¥1,349,727 ¥1,344,072 $12,640,460
Other significant items:
Millions Millions Millions Thousands of
of yen of yen of yen U.S. dollars
2005 2004 2003 2005
Depreciation/amortization expenses:
Automobiles ¥ 64,630 ¥ 65,486 ¥ 61,743 $ 601,825
Industrial products 1,999 2,115 2,133 18,615
Aerospace 1,912 1,712 1,772 17,804
Other 2,469 1,789 2,248 22,991
Total 71,010 71,112 67,896 661,235
Corporate and elimination -— — — —
Consolidated total ¥ 71,010 ¥ 71,112 ¥ 67,806 $ 661,235
Capital expenditures for segment assets:
Automobiles ¥135,972 ¥118,591 ¥111,584 $1,266,151
Industrial products 1,013 852 3,551 9,433
Aerospace 2,614 2,893 1,284 24,341
Other 8,160 5,680 3,004 75,985
Total 147,759 128,026 119,423 1,375,910
Corporate and elimination — —_ — —
Consolidated total ¥147,759 ¥128,026 ¥119,423 $1,375,910

Notes: 1. Definition of business segments:

2.

3.
4.
5.
6.

7.

©

Business segments are defined based on product line and market,

Main products by each business segment:
Business Segment Main Products
Automobiles Legacy, Impressa, Forester, R1, R2, Pleo, Samber
Industrial products Robin engine, power generators, pumps
Aerospace Aircraft, parts of space-related devices
Other Garbage collection vehicles, specialized vehicles, real estate leasing

All operating costs and expenses are aflocated to each business segment.

All figuras in corporate and elimination represent elimination.

“Rail cars” and “buses” are excluded from the main products of the Other segrnent as a result of the termination of the operation of Bus and Train
Production by March 31, 2003,

“Houses” are excluded from the main products of the Other segment as a result of the transfer of the business to a non-consolidated subsidiary,
which is accounted for by the equity method. on April 1, 2004,

Changes of accounting policies:

(Fiscal 2005)

Method of hedge accounting

As stated in the "Summary of Significant Accounting Policies,” the Company stopped applying hedge accounting from the fiscal year 2005. As

a resuit of this change, net sales and operating income increased by ¥133 million (US$1,238 thousand) in the Automobile segment and ¥8 million
(US$74 thousand} in the Industrial Products segment as compared with the amounts resutting from the application of the previous hedge account-
ing policy.

{Fiscal 2004)

Revenue recognition

The Company changed the revenue recognition policy for the Aerospace division's preduction contracts with the production term exceeding one
year and the amount of each contract exceeding ¥5,000 million, from the delivery basis to the percentage-of-completion method from the fiscal
year ended March 31, 2004. As a result of the change, in the Aerospace segment, net sales increased by ¥4,013 million and operating income
increased by ¥231 million as compared with amounts resulting from the application of the previous policy.

{Fiscal 2003)

None.

. The introduction of the *Corporation Size-Based Enterprise Tax Systern”™

As stated in the "Summary of Significant Accounting Policies,” the “Corporation Size-Based Enterpnise Tax System” for enterprise taxes was intro-
duced from the fiscal year ended March 31, 2006. As a result, operating expenses increased by ¥881 million {US$8,204 thousand) in the Autornobile
segment, ¥46 mition (US$428 thousand) in the industrial Products segment , ¥61 mition (US$568 thousand) in the Aerospace segment and ¥21 mif-
ffon ({US$796 thousand) in the Other segment, and vperating incame decreased by the same amount as comparad with the previous fiscal year.
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Information by geographic area

A summary of net sales, operating income and assets by geographic area for the years ended March 31,

20085, 2004 and 2003 was shown below:

Net sales:
Millions Millions Millions Thousands of
of yen of yen of yen U.S. dollars
2005 2004 2003 2005
Net sales;
Japan—
Qutside customers ¥ 886,793 ¥ B40,330 ¥ 786,257 $ 8,257,687
Intersegment 241,860 263,260 295,900 2,252,165
Subtotal 1,128,653 1,108,590 1,082,157 10,509,852
North America—
Qutside customers 544,753 590,271 582,326 5,072,661
Intersegment 2,027 1,692 1,971 18,875
Subtotal 546,780 591,963 584,297 5,091,536
Other—
Qutside customers 14,945 8,850 3,754 139,166
Intersegment 391 344 231 3,641
Subtotal 15,336 9,194 3,985 142,807
Total 1,690,769 1,704,747 1,670,439 15,744,195
Corporate and elimination (244,278) (265,296) (298,102) (2,274,682)
Consolidated total ¥1,446,491 ¥1,439,451 ¥1,372,337 $13,469,513
Segment profit or loss:
Millions Millions Millions Thousands of
of yen of yen of yen U.S. dollars
2005 2004 2003 2005
Operating income:
Japan ¥40,517 ¥37,670 ¥57,136 $377,288
North America (6,678) 1,071 15,824 (62,185)
Other 367 259 127 3,418
Total 34,206 39,000 73,087 318,521
Corporate and elimination 7,811 11,324 (5,566) 72,735
Consolidated total ¥42,017 ¥50,324 ¥67,521 $391,256




Assets:

Mitlions Millions Milions Thousands of

of yen of yen of yen U.S. dollars

2005 2004 2003 2005

Assets:

Japan ¥1,080,303 ¥1,077,341  ¥1,020,224 $10,059,624
North America 307,858 309,842 373,125 2,866,729
Other 2,439 2,102 1,141 22,711
Total 1,390,600 1,389,285 1,394,490 12,949,064
Corporate and elimination (33,141) (38,558) (50,418) (308,604)
Consolidated total ¥1,357,459 ¥1,349,727 ¥1344,072 $12,640,460

Notes: 1. Geographic areas are based on gecgraphical proximity.

2. Principal countries or districts in each geographic area:

North America:  United States and Canada
Cther: Europe

3. Alf operating costs and expenses are allocated to each segment.

4. All figures in corporate and elimination represent elimination.

5. Changes of accounting policies:
{Fiscal 2005)
Method of hedge accounting
As stated in the “Summary of Significant Accounting Policies,” the Company stopped applying hedge accounting from the fiscaf year 2005. As
a result of this change. net sales and operating income increased by ¥141 miflion (US$1.313 thousand) in the Japan segment as compared with
amounts resuiting from the application of the previous hedge accounting policy.
(Fiscal 2004)
Revenue recognition
The Company changed the revenue recognition poficy for the Aerospace division's production contracts with the production term exceeding one
year and the amount of each contract exceeding ¥5,000 miflion, from the delivery basis to the percentage-cf-completion method from the fiscal
year ended March 31, 2004. As a result of the change, in the Japan segment, net sales increased by ¥4,013 million and operating income
increased by ¥231 million as compared with amounts resulting from the application of the previous policy.
({Fiscal 2003)
None.
The introduction of the “Corporation Size-Based Enterprise Tax System™:
As stated in the “Summary of Significant Accounting Folicies,” the *Corporation Size-Based Enterprise Tax System” for enterprise taxes was intro-
duced from the fiscal year ended March 31, 2005. As a result, operating expense increased by ¥1,009 million (US$9,396 thousand) in the Japan
segrment and operating income decreased by the same amount as compared with the previous fiscal year.

@

Overseas sales
Qverseas sales for the years ended March 31, 2005, 2004 and 2003 were summarized as follows:

Millions Millions Millions Thousands of
of yen of yen of yen U.S. dollars
2005 2004 2003 2005

Overseas sales:
North America ¥ 593,249 41.0% ¥ 624372 434% ¥ 622,783 454% $ 5,524,248
Europe 117,826 8.2 101,049 7.0 72,841 53 1,097,178
Other 108,357 7.5 86,113 6.0 77,453 5.6 1,009,005
Total ¥ 819,432 56.7% ¥ 811,534 564% ¥ 773,077 656.3% $ 7,630,431

Consolidated net sales ¥1,446,491 100.0% ¥1,439,451 100.0% ¥1,372,337 100.0% $13,469,513

Notes: 1. Geographic areas are based on geographical proximity.
2. Principal countries or districts in each geographic area.
North America;  United States and Canada
Europe; Gerrnany, Switzerland and England
Other: Australia
3. Overseas sales are sales outside of Japan by the Company and consolidated subsidiaries.
4. Changes of accounting policies:
(Fiscal 2005)
Method of hedge accounting
As stated in the “Summary of Significant Accounting Folicies.” the Company stopped applying hedge accounting from the fiscal year 2005. As a
result of this change, net sales increased by ¥56 million (US$521 thousand) in the North America segment and ¥85 million (USE792 thousand) in
the Europe segment as compared with amounts resulting from the application of the previous hedge accounting policy.
{Fiscal 2004)
None.
{Fiscal 2003)
None.
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Independent Auditors’ Report

To the Board of Directors of
FUJI HEAVY INDUSTRIES LTD.

We have audited the accompanying consolidated balance sheets of FUJI HEAVY INDUSTRIES LTD. (“the Company") and
consolidated subsidiaries as of March 31, 2005 and 2004, and the related consolidated statements of income, shareholders’
equity and cash fiows for each of the three years in the period ended March 31, 2005, expressed in Japanese yen, These con-
solidated financial statements are the responsibility of the Company's management. Our responsibility is to independently
express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated

financial position of the Company and subsidiaries as of March 31, 2005 and 2004, and the consolidated results of their oper-
ations and their cash flows for each of the three years in the period ended March 31, 2005, in conformity with accounting prin-
ciples generally accepted in Japan.

Without qualifying our opinion, we draw attention to the following.

(1) As discussed in Note 2 to the consolidated financial statements, the Company stopped applying the hedge accounting for
foreign exchange contracts in fiscal year 2005.

(2) As discussed in Note 2 to the consolidated financial statements, the Company changed the method of the revenue recog-
nition policy for Aerospace Division’s production contracts in fiscal year 2004.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended March 31,
2005 are presented solely for convenience. Our audit also included the translation of yen amounts into U.S. dollar amounts
and, in our opinion, such translation has been made on the basis described in Note 1 to the consolidated financial statements.

kPMG AZSH Lo

Tokyo, Japan
June 24, 2005
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Consolidated Subsidiaries and Affiliates (as of March 31, 2005)

Fuji Robin Industries Ltd. (58.1%)

Manufacture, service, and sales of agricultural/forestry equipment,
engines, fire pumps, and related parts
http://www5.mediagalaxy.co.jp/fujirobin/

Fuji Machinery Co., Ltd. (69.5%)
Manufacture and sales of automobile parts and industrial product paits
http://www.fuji-machinery.co.jp/

Ichitan Co., Ltd. (51.0%)
Manufacture and sales of forged automobile/industrial product parts
http://www.ichitan.co jp/

Kiryu Industrial Co., Ltd. (97.5%)

Manufacture of Subaru specially equipped automebiles and distri-
bution of Subaru automobile parts

http://www Kiryu-kougyo.co.jp/

Subaru Kosan Co., Ltd. {100.0%)
Sales and leasing of real estate and travel agency operations

Subaru Ul Co., Ltd. (100.0%)
Retfurbishment, distribution, and sales of used Subaru automobiles
http://www.subaru-ui.jp/

FICS Corporation (100.0%)
Distribution and service of Volvo automobiles

Subaru Finance Co., Ltd. (100.0%)

Leasing and rental of Subaru automobiles and equipment and
credit, financing, accounting service, and sales of insurance
http://www.subaru-finance.co.jp/

Yusoki Kogyo K.K. {100.0%)
Manufacture and sales of parts for crane trucks and aerospace
http://www.yusoki.co.jp/

TOKYO SUBARU INC. (100.0%)

and 39 other dealerships

Distribution, sales, and service of Subaru automobiles
http://www.tokyo-subaru.co.jp/

Subaru of America, Inc. (100.0%)

and 10 subsidiaries

Subaru Plaza, 2235 Route 70 West, Cherry Hill, NJ 08002, U.S.A.
Phone: +1-856-488-8500

Fax: +1-856-488-3137

Distribution and sales of Subaru automobiles and parts
http://www.subaru.com/

Fuji Heavy Industries U.S.A. Inc. (100.0%)

and one subsidiary

c/o Subaru of America. Inc.

Subaru Plaza, 2235 Route 70 West, Cherry Hill, NJ 08002, U.S.A.
Phone: +1-856-488-8532

Fax: +1-856-488-9279

Distribution and sales of Subaru automabiles and parts to

foreign countries

Subaru Research & Development, Inc.

3995 Research Park Drive, Ann Arbor, Ml 48108, U.S.A.
Phone: +1-734-623-0075

Fax: +1-734-623-0078

Research and development of automobiles

Subaru of indiana Automotive, Inc. (100.0%)
and one subsidiary

5500 State Road 38 East, Lafaystte, IN 47905, U.S.A.
Phone: +1-765-449-1111

Fax: +1-765-449-6952

Manufacture of Subaru automobiles
http://www.subaru-sia.com/

Subaru of Taiwan Co., Ltd. (80.0%)
8F-1, No. 100, Sec. 2, Chung Hsiao E. Rd.,
Taipet, Taiwan

Phone: +886-2-8866-6630

Fax: +886-2-2832-4021
http://Awww . subaru-sot.com.tw/

Subaru Canada, Inc. (100.0%)

and one subsidiary

560 Suffolk Court, Mississauga, Ontario, Canada L5R 4J7
Phone: +1-905-568-4959

Fax: +1-905-568-8087

Distribution and sales of Subaru automobiles and parts
http://www.subaru.ca/

Subaru Europe N.V./S.A. (100.0%)

Hermesstraat 6C, 1930 Nossegem-Zaventem, Belgium
Phone: +32-2-714-0400

Fax: +32-2-725-7792

Distribution, sales and marketing of automobiles, parts and
accessories

Robin Manufacturing U.S.A,, Inc. (60.0%)

1201 Industrial Road, Hudson, Wi 540186, U.S.A.

Phone: +1-715-381-53802

Fax; +1-715-381-5901

Manufacture and sales of general-purpose, four-wheel buggy
and golf cart engines
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Investor information (as of March 31, 2005)

Head Office

Subaru Building, 7-2, Nishi-Shinjuku 1-chome, Shinjuku-ku,
Tokyo 160-8316, Japan

Phone: +81-3-3347-2111

Fax +81-3-3347-2338

Investor Relations Office

Subaru Building, 7-2, Nishi-Shinjuku 1-chome, Shinjuku-ku,
Tokyo 160-8316, Japan

Phone: +81-3-3347-2655

Fax: +81-3-3347-2295

Established
July 15, 1953

Paid-in Capital
¥153,795 million

Number of Shareholders
46,007

Number of Common Stock Issued and Outstanding
782,865,873

Domestic Manufacturing Divisions

Gunma Manufacturing Division (Automobile Division)
Utsunomiya Manufacturing Division (Aerospace Division and
£co technologies Division)

Saitama Manufacturing Division (industrial Products Division)

Quarterly Common Stock Price Range (Tokyo Stock Exchange)

(Yen)
1200

Major Shareholders

General Motors of Canada Limited

Japan Trustee Services Bank, Ltd.

The Chase Manhattan Bank, N.A. London
The Master Trust Bank of Japan, Ltd.
Mizuho Corporate Bank, Ltd.

Depositary Nominees Inc.

Nippon Life Insurance Company

Suzuki Motor Corporation

Sompo Japan Insurance Inc.

Northern Trust Company (AVFC) Sub-account American Client

Stock Listings
Tokyo Stock Exchange

Transfer Agent
Mizuho Trust & Banking Co., Ltd.
2-1, Yaesu 1-chome, Chuo-ku, Tokyo 103-8670, Japan

Web Site Address
http://www.fhi.co.jp/english/

1000

FY 2001 2002 2003 2004 2005
High ¥925 ¥944 ¥712 ¥668 ¥e27
Low €08 471 362 414 462
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©® Corporate Overview v 5
@ Corporate Philosophy and CSR - ererereseeeess 7

Environmental Management oo 10
Environmental Policy «ereserrrserenee 10
Corporate Activities and Environmental Impacts oo 10
New Voluntary Plan for the Environment 11
Organization e : N
Envircnmental Management System oo 11
Environmental AUdits «wreosoreeerr e 12
Company-wide Unified Auditing ----eeooeeer e 12
Enviranmentat Education 14
Environmental Accounting 15
Overall Achievements under the Fiscal 2004 and Fiscal 2005 Plans -+++++ 17

[Reference]FHI Environmental Conservation Program -+ 19
Environmental InGidents oo 21
Environmental Communication «««rr s 21

Development Phase/Products e 22

Automotive Business Unit
FUel Economy ...................................................... 22
Exhaust Em'lssio”s ................................................ 23

Reference]Fscal 2010 Fuel Economy Standards and Fxhaus! Emssion Regulation Vates - 25
Clean Energy Vehicles oo 26
Joint Development of Energy-Savng Gasolne Engines by lndusiry Academa, andGovernment -+ 26
NOiSe .................................................................. 27

LCA AClivitigg --oeresrsresrsss e 27

Aerospace, Industrial Products,
Eco Technologies Companies,and Clean Enterprise

Aerospace Company 28
Industrial Products Compary  «woeeerreseesneees 29
Eco Technologies Company «ooeoresssmsessssssesesnes 30
Clean Enterprige e 31
Production e 32
Reduction of Waste Materials 32
Reducing Water CONSUMPLION ««rowerrrremeesninr e 33
Prevention of Global Warming (Energy Saving) - 34
Management of Chemical Substances {the PRTR Law} -+ 34
Reducing Substances with Environmental impact -+ 35
Green Procurement 35
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ReCyChng ..................................................... 37
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Design .............................................................. 39
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Reducing ihe Environmentaf Burden of the Transportation of Service Parts =+« -+ 44
Reducing Packaging Materials for Overseas Knockdown Parls <+ 44

SCl (Subaru Canada, Inc., 2 Subary
sales base in Canada) and SOA
(Subaru of America, Inc., a U.S. Subaru
sales base) each strove to establish an
environmental management system.
These efforts led to their acquisition of
ISO 14001 certification in January and
February of 2005, respectively.

Development Phase/Products «.22

In January 2005, FH| faunched the
new Subaru R1 mini car, in which the
best environmental performance in the
class (24 km/L) and excellent running
performance were simultaneously
realized. The Subaru R1 achieved exhaust emissions 50% less than
required by the 2005 standards and 5% above the 2010 tuel economy
standards of the Ministry of Land, Infrastructure and Transport.

Production Stage ®3e

r—

The Utsunomiya Manufacturing
Division (Eco Technologies
Company and Aerospace Company)
started to operate the 6000 kW class
natural gas engine cogeneration
system in February 2005 to further
promote our endeavors toward
prevention of global warming.

Social involvement .65
T i, o, Y

On July 8, we convened the Subaru
Environmental Exchange Meeting
as a part of the class for fifth grade
students from Ohta City Niragawa
Nishi Elementary School. The
meeting included a film screening,
experiment, and quiz, which were
very popular with the students.
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All Subcommittee members certified to SO 14001 -+ 45
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Overview of Activities in the Five North American Companies -+ 47
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Social Contribution Activities -+ rrreereerer e 49
COMMENAELONS rerrrere et 49

[Topics)Subaru Sales Base Obtained 1SO 14001 Certification -+ 50

[Topics]SIA Activities Targeting Resource Circulation -+ 51

Social Report =

Comp”ance .................................................. 53
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Fiscal 2004 Results of Compliance Activities == 54

Relationship with Customers oo 55
Creating Safe Automobiles  ««v«vererren 55
Making User-Friendly Automaobiles «woreeeesrmeeee 56
For Customer Satisfaction <+ -worererren e 57

Relationship with Employees oo 59
Emp'oyment ........................................................ 59
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Benefits Package

Health and Safely  oooreeer 60
Social Involvement - 62
Socia\ Contribuuons ............................................ 62
Regional ACtivities «+oirvereroeree 64
Cooperation/Donation/Support to Special Events 64
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Environmental Education e 65

Plant Site Data e 66
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Chronology of FHI's Environmental Efforts 72

€ In this 2005 Environmental & Social Report, the following items
have been added to the existing contents of the 2004 report:

1. For sustainable development, corporate activities for
social responsibility (CSR) are increasingly required, We
summarized our approach to CSR activities.

2. We summarized major topics in fiscal 2004 in the contents
page.

© About This Environmental & Social Report
@ Range of the report

This report mainly contains the achievements of
environmental conservation and social activities (compliance,
relationship with customers, refationship with employees,
social involvement, etc.) carried out in fiscal 2004 (April 2004
through March 2005). Achievements in early fiscal 2005 are
also included for informational purposes.

This report mainly covers the activities of FHI's business
operations in Japan. To introduce its group activities, the
performances of six domestic consolidated manufacturing and
logistics companies, which are considered to have greater
environmental impacts, are also mentioned. Activities of the

North American Environment Committee, which are composed

- - i e e g

of five affiliated companies in North America, are also noted.
@ Guidelines referenced
* "Environmental Report Guidelines (2000 and 2003)"
by the Ministry of the Environment
» “Environmental Accounting Guidelines (2000, 2002
and 2005)" by the Ministry of the Environment
@ Next Issue
* Our previous Environmental Report was issued in
June 2004, The next report will be published in the

summer of 2006.



Thank you very much for your interest in the Fuji Heavy Industries (FH!) Environmental
and Social Report. Recently, CSR (corporate social responsibility) has become as
widespread among the general public as it has in the business community. Acknowledging
that CSR is fundamental to our business activities, Fuji Heavy Industries (Subaru) believes
that it is our mission to benefit society as a good corporate citizen by actively working to
improve the health of the environment , ensure compliance, and contribute to society.

We developed CSR Policies in order to organize the current activities and approaches in
each segment and to point our corporate vector in the right direction for the achievement of
greater performance. Based on the CSR Pclicies, we will ensure that each activity responds
10 the expectations of society, with the goal of becoming a company with a strong, appealing
presence. To address environmental issues, we set our management goal to become an
eco-friendly, excellent company. Based on the idea of offering our customers clean products
from a system of environmentally clean factories, logistics networks, and distributors, we
have been strenuously working to conserve the global environment by developing a new
voluntary plan for the environment called the FHI Environmental Conservation Program
(Fiscal 2002-2006). We have achieved outstanding results to date, particularly in waste
reduction and energy conservation in the production stage.

Since the Kyoto Protoce! became effective this February, further reduction of CO, is
required in industry, transportation, and consumer goods. As a result of our voluntary plan
for the environment, we have reduced CO, levels even more than we planned by promoting
energy conservation at the plants and by introducing a natural gas cogeneration system.
We will continue efforts to meet the demands from the government for further reductions.
Regarding our main product-the automobile-,we are working to reduce CO, emissions by
improving fuel economy through weight reduction technologies. For products other than
automobiles, we are working to reduce CO, emissions by using fuel-efficient general-
purpose engines and wind turbine generator systems.

In January 2005, the Law on Recycling End-of-Life Vehicles came into force. We are
not only promoting the recycling of resources in accordance with the law but are also
developing products that are easfer to recycle.

To make all these environmental activities mere effective, we are advancing the
establishment of an envirgnmental management system (ISO 14001). All our business
sites, including the head office and domestic and overseas affiliated manufacturing plants,
have already obtained ISO 14001 certification. Thus, we are promoting the establishment of
the same system for both domestic and overseas Subaru dealerships.

in conclusion, with the belief that each activity covered in this report is indispensabie for
the creation of a sustainable society and for the future of FHI itself, we fully intend to live up

&, Tkt

Kyoji Takenaka
President and CEO

to everyone’s expectations.




Our Efforts to Address Environmental Problems

Businesses are responsible for responding to the needs of customers through direct business activities,
not only by providing products and services, but also through a wide range of business activities, including
compliance with faws and regulations, environmental preservation, protection of human rights, and protection
of consumers. We have continually worked to fulfill such social responsibilities and to contribute to the creation
of business values. We acknowledge that environmental efforts in particular are issues of great significance, as
we can make contributions to the sound development of society by working toward the preservation of the global
environment.

Looking Back on the Activities of FY 2004
Further progress was made in building establishing the EMS™'when our affiliated companies, including Subaru

dealerships and domestic and overseas group companies, obtained 1SO 14001 certification as a result of promoting the extension of certification to
other business sites. In the area of products, we released a new mini car, the Subaru R1, which is characterized by superb driving performance and
outstanding fuef economy. Moreover, in the production phase, each business site in our group implemented countermeasures against global warming,
such as the introduction of a natural gas cogeneration system in the Utsunomiya Manufacturing Division. Thus, CO, emissions from business sites
decreased by approximately 1.7% compared to last year.

As chairman of the Corporate Environment Committeg,™ | visited 2ach business sile and specialized committee in February and March in accordance
with the Environmental Performance Assessment System,™ which is a system we developed to check on the environmental activities of each division.
As a resuft of hearings on their current environmental activities, | confirmed that overall environmental activities are making good progress. However, we
will make further efforts toward continuous improvement, since in some areas there seemed to be room for improvement to reach our goals.
Keeping All Stages Clean

The Law on Recycling End-of-Life Vehicles came into force in January, and the Kyoto Protocol came into effect in February. Our responsibility as a
manufacturer is increasing. We will continue to focus our efforts on developing products that remain environmentally friendly throughout their lifecycles,
including the development of products that are easier to recycle, improvement of fuel economy and emission performance, and reduction of substances
with an environmental impact. Also in the production stage, we will further accelerate our efforts toward energy conservation, reduction of CO, emissions,
and waste reduction. We will continue to work on the reduction of environmental burden in every stage from procurement through suppliers, shipment
of products, sales and services, to disposal (recycling) of used products. We will promote these activities as the Fuji Heavy Industries Group, including
domestic and overseas affiliates.

As businesses are expected to actively practice social responsibility, this Environmental and Social Report containg coverage about the societal

Z il

Senior Executive Vice President
(Responsible for the environment)

impact. We would appreciate your feedback to help us improve our reports in the future.

J‘ N

* 1 EMS:Environmental Management System
%2 See page 11 for information on the Corporate Environmental Committee
%3 See page 13 for information on the Environment Performance Assessment System

¢ Subaru Environment Logo
In June 2005, we created the Subaru Groups environment logo. The environment logo has a leaf at the center, with
green earth and blue sky to represent the globe. into this fogo, we incorporated our determination to actively work on
providing products that are friendly to the earth, society, and people, which is stated in the FHI Environment Palicy.
Subaru Group recognizes the integral relationship between the environment and its business activities, and strives

to provide products that are friendly to the earth, society, and people. Subaru Group is protecting the environment to

ensure our future.



[ Name

. Established
Paid-in capital
i Employees

1

Head Office

|
!
i}
|
. Sales

Fuji Heavy Industries Ltd.

July 15, 1953

153.7 billion yen {(as of March 31, 2005)

(Consolidated) 26,988 (as of March 31, 2005)

(Non-consolidated) 13,983 (as of March 31, 2005)

7-2 Nishi-shinjuku 1-chome, Shinjuku-ku, Tokyo 160-8316 Japan

TEL: 03-3347 for every division (dial information 03-3347-2111)

(Consolidated) 1446.5 billion yen (for the fiscal year ended March 31, 2005)
(Non-consolidated) 949.5 billicn yen (for the fiscal year ended March 31, 2005)

Principal manufacturing locations and products

Gunma Manufacturing Division (Ohta City, Isesaki City, and others, Gunma Prefecture, eic.)
Legacy, Impreza, Forester, R1, R2, Pleo, Sambar
Utsunomiya Manufacturing Division (Utsunomiya City, Tochigi Prefecture)
Aircraft, aerospace-related machinery components, environmental eguipment
Industrial Products Company {Kitamoto City, Saitama Prefecture)

Robin-engines, engine electrical generators, pumps

PN e e o e SRR -,

PG“:”'T‘E Tochigi Prefactura OO ¢ e
refecture &) Fuli Robin Numnazu City, [Manufacture, service. and sales
Manyfacturing Division Industries Ltd Shizuoka of agriculturalfforestry equipment,
) Prefecture engines, and fire pumps
: Handa City,  |Manufacture and sales of
® Yusoki Kogyo KK, 1Aichi aerospace-retated machinery
Industrial R R © |Prefecture components and crane trucks etc, |
@ Fuji Machinery Co Magbashi City, |Manutacture and sales of car
™ " |Gunma parts, industrial machinery, ang
’ Prafecturs agricultural transmissions
} Qta City, Manufacture and sales of forged
@ Ichitan Co., Ltd. Gunma parts for automobiles and
Prefecture industrial machinery
Aichi Prefecture ; Ki ; - ;
F?.m(zuorka ® Kiryu Industrial Co., iryu City, Manufacture of specwa\ly quxplped
refecture ud Gunma Subaru automobiles and logistics
Prefecture control of Subaru automobile parts
D # Fuji Heavy Industries Lid. ® Subaru Logistics Ohta City, Logistics and logistics-related
0 Affiliated companies Co.. Lid Gunma operation of Subaru automobiles.
o o Prefecture parts, and supplies
North America
NN LR S T g e 3
S8 Tt X e oy ALLAEUINESS of * R

Lafayette, Indiana Production base for Subaru in the U.S.A.

®S0A*? Cherry Hill, New Jersey | Distribution base for Subaru in the U.S.A.
@sci*®

Mississauga, Ontario Distribution base for Subaru in Canada

Research and development base for

() * A Michi
@SsRD Ann Arbor, Michigan automobiles in the U.S.A.

G®RMI*® Hudson, Wisconsin

United States Production base for general-purpose engines

inthe U.S.A.

* 1 SIA : Subaru of Indiana Automotive, Inc. * 2 SOA [ Subaru of America. Inc. * 3 SCl : Subaru Canada. Inc.
* 4 SRD: Subaru Research & Development, inc, * 5 RMI: Robin Manufacturing US.A. Inc.
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Trends in paid-in capital

&I Trends in the number of employees
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Net sales breakdown by division (non-consolidated)

Eco Technologies Company
¥6.5 billion (0.7%)

Industrial Products Company
¥38.9 billion (4.1%)

Aerospace Company
¥59.4 billion (6.2%)

Note: Figures are rounded off to the nearest ¥0.1 billion
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The manufacturing principles of Fuji Heavy Industries Ltd. are
built on the tradition of aircraft manufacture established by
Nakajima Aircraft, the predecessor of FH!. The DNA of our

company consists of pursuit of the best performance, the
fundamental concepts for designing aircraft, a concenirated, lean
package to materialize it, and thorough implementation of safe
operations under all environments. While maintaining an emphasis
on these principles, we will strive to develop new values and
actively work on environmental problems and compliance issues
while treasuring our tradition, so that FHI will be able to provide
customers and other stakeholders with more satisfaction and
reliance, and subsequently coexist in harmony with sociaty.

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

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

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

We have been striving to move into our ideal picture of a

company with a strong, appealing presence and develop
new values. To achieve the goals, FHI reviewed the two-year
plan from fiscal 2008 of the mid-term management plan, Fuji
Dynamic Revolution 1, formulated the Revision FDR-1, and
started new approaches. In accordance with Revision
FDR-1, we aim to evolve strategies for Subaru's unique
premium brand in order to increase profitability and, at the
same time, strive to provide all customers with pleasure and

a sense of securily when driving any car by integrating a
higher leve! of Safety and Environment into Driving. It is our
dream and desire to establish a Subaru brand loved and
supported by customers all around the world and become a
model company where employees work with pride. With
these in mind, we will carry our activities forward steadily
and make the most of our premium values in every business
area, including automobiles, as a company which continues
to evolve for the future.

FHI set down a corporate code of conduct to comply with
laws and regulations and to fuffill its social responsibilities,
based on our corporate philosophy. We will continue to
strive to become a company loved by all and contribute to
making society more affluent by respecting individuals and
the corporate code of conduct and acting on the same
sense of values.

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

2. We will respect the rights and characteristics of
individuals.

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

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

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

R e e SO




CSRis a corporate responsibility for promoting their business activities as members of society. FHI believes that the Corporate Philosophy is
the CSR Palicy, or in other words, acknowledging that CSR is a reflection of our corporate philosophy and fundamental to our business activities.

FH! has been actively working on a variety of issues, including corporate governance, environment, and compliance as its
contribution to scciety.

Shareholders and Investors Financial institutions

Education and
esearch Institutions

Customers and Products
Cusiomer satisfaction is our first

I priority; we provide the highest quality
products and services, as well as
contributing t@ improvement in the
Beonomy and socialfile.

is trustwordly and meets the expectations
of society by clarifying the function of

rmanagement and executing a fransparent,
effective, and decent business.

Locqf‘
Communitie's (Environment Compliance
We acknowledge ihe dsep relaionship We cay ou: open a0t e corporaie ivies
beween e environmeni and business campliance wih socie:al noms, a5 wel as all s
achiviies and stive 1 wezle produsis bai e C 0 rp o ra te C o d e ang ieguaions. Pl behaves 23 a repaeiad
Trgadly to sacie, s peaple, and e earh. of C on d uct ":;nber ofiﬂ:;‘y;}l ?(#,'a;a w;puaiw, b
g el 85 inghasua clels and e ployees

;,: Corporate ~— 3§ =
Social Contribution P h i IOSO p hy Information disclosure ]

Ve sivve 0 dhsseminale and develop science and Information is disclosed
technology, baific salety. and a veficle ftwe and promptly, appropriately,
oonirbure to aurtwing $hose responsible or manulaciining. impartially, and faithfully to
We contrixrs b -he developren: of commniies and all stakeholders.

support ezch emoloyee's conTibuion  sociely.
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NGO and N?\o Procurement Employees
\\ \\ We povide a bioad tangs of opporuniies FH! promotes the creation of a
\ N fo many companies demestically and W salisfying work environment,
. AN overseas, establish win-win relationships respecting each empleyee’s human
viith suppliers based on mutual confidence, rights and individuality, ang

maintains a healthy. sale workplace.
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Current global environmental issues have diversified while increasing in significance year by year,
particularly in global warming, wastes and recycling, and chemicals. Perceiving the environmental impacts
produced through its business activities, FHI has been actively tackling prevention of global warming,
conservation of resources and recycling, and chemical-related management. Toward a prosperous future where
the global environment will be preserved and sustainable development will be actualized, FHI will continue
doing its best to conserve the global environment. FHI aims to become an eco-friendly, excellent company that
is respected and supported by customers throughout the world, as well as by the local communities.



Environmental Management | SITATRE TR - |

: o o I = FHI started the Envi tal Action Project in 1990 and has si
EEF@%H started the Environmental Action ro;z.ec in and has since

taken advanced measures to protect the environment. Currently, we are
S z orking harder toward achievement of the goals specified in the FHI

ELaslE g‘ al!a w

v 8}1 @@ [mﬂ" Environmental Conservation Program (Fiscal 2002-2008) (New Voluntary
Plan for the Environment formulated and released in May 2002). In addition
to developing the activities for our domestic and overseas affiliated
companies, FHI is trying to reduce the environmental burden as one group.

B T = T A T e SR AR T

g Environmental Policy

FHI believes that responding to the problems of the global environment is one
of the important tasks of management. Based on its corporate philosophy, FHI
has established an Environmental Policy, a policy for carrying out environmental
conservation. FHI has also established guidelines for specific actions—ihe
Operating Criteria for Enviranmental Conservation—in order to promote the
Palicy. Involving all of the employees, FHI is moving its activities forward.

FHI recognizes the integral retationship
between the environment and its
business activities and strives to provide
products that are friendly to the earth,
society, and people. FHI is protecting
the environment to ensure our future,

1) FHI is committed to environmental conservation and gives

consideration to environmenta! impacts at every step of product {
development, design, manufacture, sales, service, and disposal.

2) FHI observes relevant laws regulations and agreements with
communities and industries, while also promoting voluntary
activities in accordance with its own environmental objectives
and targets as determined by the Company.

3) FHI recognizes the importance of continual improvement and
efforts to prevent pollution and encourages every employee 10
act with self-awareness and responsibility.

4) FHI endeavors to raise environmental consciousness by
providing educational opportunities for its employees according
to their job status and job description.

5) FHI regularly performs audits and inspections to improve its
environmental conservation activities.

6) FHI is committed to interacting within the community and
engaging in joint activities to further environmental conservation.

Corporate Activities and Environmental Impacts

FHIis a transportation manufacturer focusing on automobiles.
Automobiles, which are a convenient and comfortable form of
transportation, are now indispensable for living in a modern society.
On the other hand, however, automobiles require limited global
resources as materials and fuels. Consequently, they emit COx,
which causes global warming, as well as carbon monoxide (CO),
hydrocarbons (HC), and nitrogen oxides (NOx) that pollute the air.
We believe that automobiles make life more pleasant and reflect an
affluent society but fully understand that automobiles have such
disadvantages, as well as advantages. With these in mind, we must
work hard for a better future. FHI accepts the task of conserving
both the global environment and the benefits of automobiles by
considering the environmental impacts and reducing the
environmental burden through the lifecycle of development,
production, use, disposal, and recycling of automobiles.

[iOverall Environmental Burden Concerning FH!
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New Voluntary Plan for the Environment

Under the new voluntary plan for the environment, FHI Environmental
Conservation Program (Fiscal 2002-20086) (see p. 19-20), we consider
living with society and realizing sustainable development, while
improving the environment, as the ideal for FHI, which aims to become
a company with a strong, appealing presence. Our goals are to offer
our customers clean products from a system of environmentally clean
factories, logistics networks, and dealers, in order to contribute to
society with our products and to make all the stages clean.

Achievements of the iterns for which goals were setin fiscal 2004
are indicated in the table below.

[Geals and Achievements in Fiscal 2004

(Clean factones) [Automobile Business Unit]
Green'procurement | Establish EMS at95% or | 96% | O p.35
activilies more of the suppliers

rganization

FHi sets the Corporate Environment Committee, which is chaired by the senior
executive vice president and operated by representatives from all of the offices as
the core of its environmental conservation activities. The organization determines
policies and plans, ascertains results and achievements, and is actively involved in a
variely of aclivities to reduce the environmental burden. The Corporate Environment
Committee is composed of specialized committees, the Envirenment Committees for
individual Companies, and the North American Environment Committee. Specialized
committees have the necessary subcommitiees for promotion of practical activities.

Environmental Management System

FHI acquired ISO 14001 certification in all of its main
businesses. In fiscal 2004, the applicability of the
certification was expanded to the Subaru Parts Distribution
Center {Onta City) and the Subaru Parts & Accessories Div.
{Saitama City). Overseas FHI-aftiliated companies, Subaru
of America, Inc. (SOA), and Subaru Canada, inc. (SCI),
acquired 1ISO 14001 certification (see p. 50 for reference).
Domestic Subaru dealers, Aomori Subaru Co., Ltd., and Fuji
Subaru Co., Ltd., also acquired certification. Including
Chiba Subaru, Inc., and lwate Subary, Inc., four dealers
have now acquired the certification on the Subaru team. FHI
will further promote establishment of the EMS.

E]Acquwed IS0 14001 Certification

. Coacatonaey
i Main Plant
Yajima Plant
Gunma Ohta North Plant
Manufacturing Division Qizumi Plant March 24, 1999
Subaru Test & Development Cenler
Isgsaki Plant

Subary Parts Diglribution Center

Industrial Products Company May 21, 1989
Utsunomiya Menufacturing Main Plant
Division {AerospaceCompany | South Plant July 2, 1999

Eco Technologies Company) | South No. 2 Plant

Head Office Handa Plant
hinjuky Busi i
Head Office: - Shinjuk Business Sf‘te January 19, 2004
: Ohmiya Business Site
Tokyo Office January 28, 2004

Er;gineermg Environment Committee

Purchasmg Enwronment Committee
r::gyn(ogmental p_qn‘mderatbxonr to; prqgurement of parts and ryz;te(iakg )

|_. Production Environment Committee LT

Chairman;
- Hiroshi Suzuki, Representative
+ Director of the Board and Senior

Executive Vice Prasident . .
! . Jeduction of the environmental burden in the dxstnbutlon of our products
. Deputy Chairman: ~ e e R o m e
Yoji Ishimaru, Corporate Senjor ST e e e
Vice President L Recyclmg Promotion Committee
Secretariat " Responding to the Law on Recycling End-of-Life Vehicles for the market _

General Manager of Exvironmental | S
Affairs Promotion Office

- -] 1 Reduction of environmental burden in production activities

"Environmental Risk Assessment Committee i
. Identitying and reducing environmental isks in office facilities :

“Sales and Serwce/Log»stlcs Environment Committee *
i Promotion of environmental conservation activities at dealers and the

| Envcronment Com mlttee for lndxvidual Companles

1 Promotion of the activitiss by sstablishing the Production Environment Working Group, the

" Eswlronmental Risk Assessment Working Group, the Engineering Environment Working Group, the
Puichasing Enviranment Working Group, the Sales and ServicefLogistics Environment Working Group,

+ and tha Recycling Promotion Working Group. accorting o the charactgrisﬁcgof the activities.

‘North American Envuronment Commlttee
t_. Composed of FHl-affiliated companies In North America; reduction of

\ Reduction of environmental burden relating (o fuel economy of products, exhaust emissions, efc.

T IGreen Procurement Subcommittee |
\E@S_’l‘f'ﬂ@??l’lg_S.‘i‘?fe‘Qﬂ?{“_'@:

PR e

Zero Emissions Subcommntee )

\.

\ Global Warming Prevention Subcommmee]

Pollution Prevention Subcommittee |

nestc Afiated Company Subcomitee |

“T‘{‘ “Sales/Service Subcommittes |
;

Logistics Subcommitiee

PR SO

Resylng Erneeing Develogmen Suboomnifee

Renewable Resaurces Application Subcommities

Market Subcommittee

Ny

" environmental burden in-all the processes of product development, :
procurement, manufacture, sales, service, loglstics, and disposal (recycling)




Environmental Management [ERizmaa [T

H Environmental Audits

FHI implements checks from different aspects to see whether
we are progressing toward our voluntary environmental goals as
planned and how our activities are going on {0 achieve the goals.

FEnvironmental Auditing System

Business site EMS activity

Facility'auditing L
. ST |
I Third parly auditing by assessment

; ' N i Environmental patrot
registration organization '
P

i
P
i System auditing

Internal environment i
auditing : . o
X Facility environmental assessment '
Environmentat risk assessment .

i Compliance auditing

4 Environmental performance - |
*\Environmental parformance assessment system /‘

Auditing at Each Business Site

At each busingss site, we implement internal audiling, and third party auditing by
the assessment and registration organization while operating ISO 14001. We also
check the environment-refated facilities through environmental patrols conducted at
the Manufacturing Engineering, Maintenance, and Environment departments.

[=Assessments by External 1SO 14601 Assessment and Registration Organization

r i T "

) ) A | ~
Regular May As & result of the follow-up assessment
assessment| 16-21, 2004 together with 150 3001, the EMS was regarded
as renewabls for IS0 14001 certfication,

1) although there were minor nonconformities.

Renewal February As & result of the assessment, there were no
| assessment! 15-18, 2005 | nonconformities. The EMS was legarded as renewable.

Regular June As a result of the assessment, there were o
assessment| 21-24, 2004 | nonconformities. The achievements of the
2) environmental activities conducted within
each department were acceptable so that
the EMS was regarded as renewable.

Regular December | As a result of the assessment, there
assessment] 2-3, 2004 | were nonconformities, which did not
influence the reliability of the

3 effectiveness of the entire EMS. By
taking corrective measures, the EMS
was regarded as renewable,

Regular February As a result of the assessment, there wera no

) assessment 2-4,2005 | nonconformities. The EMS was regarded as
Site expansion renewable and expandable to the Ohmiya
assessment Business Site {Subaru Parls & Accessories Div).
Renewal January As a result of the assessmant, there

assessment 24-28, 2005 | were no nonconformities. The EMS
5) was regarded as being operated
Site expansion properly and expandable to the
assessment Subaru Parts Distribution Center.

Company-wide Unified Auditing

Environmental Risk Assessment

Oil fuels and chemical materials are used in the manufacturing process
and the R&D stage. These, if mistakenly handied or managed, might not
only contaminate water and pollute the air, but also harm human health
and affect the animal and plant ecosystems. Since fiscal 2001, FHI has
implemented the Environmental Risk Assessment under our original
assessment criteria for the facilities where these materials are used and
stored. By identifying the risks numerically through the assessment,
facilities with higher figures are being improved in terms of equipment and
management to reduce potential risks. By fiscal 2003, large facilities had
been assessed, and their improvements had almost been completed. In
fiscal 2004, the risk assessment was conducted, focusing on management
of equipment, for an upgrade of standards and education.

iHEnvironmental Risk Assessments and Improvements

Oty ety - | Ohueer e ezses, M aless
. OSSCOmens, || Besimend | fmiews
325 80 80
795 54 54
371 64 59
290 18 13

E3Risk Reduction Process Using Environmental Risk Assessment

* Determination of the <
. environmental risk assessment plan

\/ i i .

) Implemematioh of the environmental
1L risk assessment plan at business sites

\/ |
. | Facllities that earned
* Quantitative assessment of > } fewer points than the
environmental risks |

| internal standards

v ‘
S S — % ;
¢ Summary of corporate environmental

risk assessment results i Ensuring management
Vi

. Report of ervironmental isks to management
wApproval of risk reduction measures
. \/v
_lmplementatlon of risk
reduction measures

Improved Case

The effluent and rainwater of plants where automobiles have been produced
since the time of the Subaru 360 (a mini car called the Ladybug), are released
into rivers by way of the separating tank, which has the ability to separate oif irom
water and to check the pH level. However, there were an experimental facility and
a heavy oil tank downstream of some of the separating tanks. If any substance
that contaminates the river should leak, it will easily flow out info the river.

(3% ) 1} Industrial Products Company  2) Utsunomiya Manutfacturing Division
4) Head Office  5) Gunma Manufacturing Division

3) Tokyo Office
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Therefore, a conveying pump was installed at the end of each conduit in order to
convey water o the large oily water separating tank having the automatic

neutralizing function. Thus, environmental risks were reduced by this modification,

[Before]
Qily water
separating tank \\

Side =
ditch i H Experimental facility :ﬁ

Qily water l
separating fank

Sige oo 9 =)
ditch -j't”;ﬁ Heavy oil tank \¥

Side
ditch
Large oily water separating tank
#With an automatic neutralizing device
[After] I
Qily water N
separating tank 2
Side ,,,, = ‘“I
ditch = |l T
Canveying pumps
) (Newly Installed)
Oily water
separating tank
Sige _S2Pareing
aien PPl

Large olly water separating tank
#With an automatic neutralizing device

Environmental Risk Assessments at Affiliated Companies

We think that the environmental burden will be reduced
drastically by involving affiliated companies of the group in the
activities of FHI. Since acquisition of ISO 14001 certification, the
related manufacturing affiliates have been making improvements
continuously. In fiscal 2004, they introduced our Enviconmental Risk
Assessment to reduce environmental risks in the levels common to
the group. This year, 24 environmental facilities were assessed so
that 31 improvement items were detected in management and 6
items in facilities. We will constantly implement the assessment for
reduction of environmental risks in the entire Subaru Group.

Environmental Risk Assessment Conducted at an Affiliated Company
The following pheto shows the checking of environmental risks in the effluent treatment

facility at Fuji Robin Industries Ltd., where fire pumps equipped with Robin engines are

manufactured. In accordance with the flow of the wastewater treatment, faciliy risks are

assessed, while management risks are checked based on management criteria, records of
inspections, emergency measures, and education systems. Consequently, the significance,
management factors, and facility factors are assessed with values. To eliminate

arbitraringss, the assessment was conducted by three people: one from Fuji Robin

A i, |

Checking the pH meser and the leve!

Referring to drawings and data, marks
Sensor. are given.

Environmental Performance Assessment System

The Environmental Performance Assessment System was introduced in fiscal 2002,
After each business site and specialized commitiee implements self-assessment, the
officer in charge of the environment, Mr. Suzuki, senior execulive vice president, visits
each business site to conduct a hearing (and an audit) about the progress of the
aclivities. Thus, we unify our activifies with confirmation of the achievements and
identification of the measures to take. In fiscal 2004, the assessment was implemented
in 292 items. As the radar charl of assessment results shows, improvement has been

e | made since fiscal 2003, We are promoting
he activities for further betterment.

Mr.Suzuki,senior executive vice
president (second from the front on the
left side) visited Industrial Products
Company for a hearing.

Environmental Performance Assessment Results™

Infiscal 2004, the environmental performance was improved company-wide by
about 50% (36.1%=56.6%) as compared with the results of the previous year. While
achieving the goals of each department as planned. we will have lo tackle the
following issues: improvement of environmental activities at affilialed companies and
dealers, social contributions, communication, reduction of COzin the logistics stage,
decrease in environmental complaints and accidents, and conservation of paper.

Qrganization and EMS for | ——a— Fiscal 2003
! ) envircnmental issues | (O Fiscal 2004
Disclosure of environmental 100

intormation, communication,
and social contripution activities

Parts procurement
0CesSs

environmental patrol,
and accidents

Sales serviceflogistics process Products disposal process

13 %1, Environmental Performance Assessment Results: Regarding the most advanced activity levels as 100% by benchmarking the environmental activities implemented
al leading environmental companies at home and abroad, we assess our activity Jevels objectively and retatively.



Environmental Education

Our business activities are closely refated to global warming, as well as the
environmental problems of wastes, air poliution, and water contamination. It is
important in product development and plant production activities to recognize
and reduce such impacts on the environment. FHI provides a variety of
environmental education: education and emergency drilfing based on the
Environmental Management System (EMS), education for ditterent levels of
employees ranging from new recruits to those receiving promotions by acquiring
certification, using company-wide unified textbooks, and specialized education
for management. In addition, we utilize all opportunities to carry out instructive
activities, including environmental campaign months and environmental lectures.

Educational Activities through Lectures and Presentations

In June 2004, when an
environmental campaign was
implemented, the Gunma
Manufacturing Division gave an
environmental lecture to its

executives, inviting Mr.
Environmental fecture by Mr. Hashimoto,
Manager of the Environmentat Affairs Department
{at that time) o} Bridgestene Corporation

Department, Bridgestone Corporation, as the lecturer.

Hashimoto, Manager of the
Environmental Affairs

The Utsunomiya Manufacturing Division holds environmental case
study presentations twice a year, where sixteen teams participated
in fiscal 2004, In March 2005, the Gunma Manufacturing Division

LB+ -1 conducted the Energy
Conservalion Case

Study Presentation for
the tenth time, where
ten teams, including

the engineering and
, WY indirect divisions,
Chief General Manager Tamura (al that time) at the Energy Conservation participated.

Case Study Pr 2t the Gunma faciuring Division

The First Operations improvement Case Study Presentation Held at Head Office
In June 2004, as a part of an environmental campaign month, the head office
conducted the First EMS Operations Improvement Case Study Presentation, Eight
{eams mainly from the automobile sales depertment participated in the presentation
in order to present the daily measures and achievements related to improvement of

environmental impacts based on ariginal operations in the indirect department.

R

V? "

The First EMS Operations Improvement Case Study Presentation at Head Office

Environmental Management

Adoption of e-learning

The head office is composed of the automobile sales and many
other divisions. Therefore, education on environmental conservation
by e-learning over the intranet was introduced in fiscal 2003 for better
understanding of the EMS because of the difficulty in providing
lectures directly 10 employees. In fiscal 2004, education on
compliance, as well as the EMS, was implemented through e-learning.
In fiscal 2005, education by e-learning will be developed in the Tokyo
office, which has the Automobile Development Division, and the
Gunma Manutacturing Division as the manufacturing division,

Subaru Safety Environment Association

At the Gunma Manufacturing Division, the Subaru Safety Environment
Association was established for the improvement of the environmental activities
of its local suppliers. Through the conference, the Association exchanges
information on environmental conservation such as energy conservation, waste
reduction, and poliution control. The Association also supports environmental

" e

3] education to new recruits

} of the member companies
(implemented in April
2004).

| Subaru Safety Environment
71 Association (Education for
R new recruits of member

§ companies)

Stickers that Say Stop ldling

The Gunma Manufacturing Division prepared stickers that say
“Stop idling” with an illustration of the famous old car, the Subaru
380, representing safe driving that is friendly to the environment.
The stickers were affixed to company-owned cars at the

e manufacturing division.

8 . Al departments are

. working on “Safe Driving,
Eco Driving, and Driving
without Idiing.”

Emergency Drills based on EMS

At every worksite of each manufacturing division, we
regularly conduct a drill according to specific procedures so

e that we can take

i
]‘ appropriate action
to prevent or
minimize the impact
of an accident or
emergency if it
should happen.

Emargency drill in case hazardous material {gasdline) should
lgak from a pipe {15t Engineering Sec, 3rd Production Dept,
Gunma Plant ).

We are well prepared for an emergency by conducting drilfs for
checking the flow direction and using sandbags and oft fences.

[Envizonmental!
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@ Environmental Accounting

Concept and Calculation of Environmental Costs and Economic Effects

With reference to the quidetines of the Ministry of the Environment (year 2000,
2002, and 2005 reports), FHI formulated its own guidelines according to its
environmental conservation activity organization, based on which the
environmental costs and economic effects are calculated. (Those for the affiliated

companies are alsa calculated on the basis of our guidefines, See p. 46.)

ElDefinition and Categorization of Environmental Costs

1) Costs for reducing | 1. Costs for reduc]\'ng
. the environmenta Cost Time
the environmental 3y jen during the = >
burden production process ___Jeffect
2. Costs for obtaining Cost Time
2) Investmant costs ggzg:pvrgﬁg;a'eﬁects REEE VEffect
hat continue for several lerms

3) Other costs

¥ Investments in
environmental
facilities

3. Costs not belonging to the above categories

For reference (facilities are included in the
depreciation cost, and the declining
balance method is adopted)

Environmental Cost Calculation Method

For related costs {depreciation costs, mainienance and management costs, e(c.} of the

facilities that are used both for environmental conservation and for other purpeses, and for labor
costs, either the aggregated balance cr ihe pro rala aggregation is adopled. For example, the
environmental cost of energy conservation in a production facifity is calcutated as follows.

Enviranmenial cosis = K x {Depreciation costs, maintenance and management costs, and ather
costs of the facility) where K, coefficient of environmental impact, is calcufated as follows:
K = {Total amouni of investment - Cast of investment without energy conservation

purpose)(Total amount of investment)

Economic Effects Calculation Method

Relerring to the quidelines by the Ministry of the Environment and partially
incorporating original FHI concepts, FHI determines the calcutation methods based on
the effects of the cost reduction and others available by reducing the environmental
burden. Specifically, the effects are calculated for each cost category.

For example, the effect of reduced waste treaiment costs (waste treatment costs
reduced by controlling the waste and changing the ireatment methods) and the effect
of reduced energy costs are calculated for each cost category. As for the economic
effects of facilities {depreciable assets), the effects are calculated for the depreciation
pericd. As for the environmental improvement measures without facilities, the effects
are the difference from the costs in the previous year (the difference between cases
where the improvement measure was implemented and cases where it was not). For
the time being, however, because of the difficulty in estimating clear-cut figures, the
economic effects in those categories, such as coniributions to value-added producls
and the effect of risk aversion (evaded responsibilities for compensation), are excluded.

[HResults of Aggrega&ed Envircnmental Costs and Effects in Fiscal 2004(Subject FHI (nonconsolidated)  Period: April 2004 through March 2005)

@mmmgmmm T G b, | ‘ mmmﬂﬁ@s mﬁm :

o eGuielinelylnetlnshylofEnvamenty ot 10008 ooy e 2000 %mmmmm‘ 0EES [@OI@E@"M 2

= Waste treatment and recycling Paint sludge recycling plant

.%.’ Waste reduction . 829 701 948 yrMaintenance of the recycling center 32 19 45 80

£ [@D-3] $rIntroducing electrostatic coating for bumpers

g Energy conservation and CO2 vrintroduction of the cogeneration system (ESCO stx[gl

£ | emissions reduction 383 376 2_95 rintroducing the use of natural gas for boilers 1 34 494 336 968

E [©-2] infroduction of energy-saving compressors, robols, and high-elfciency bnslormars|

% Reduction of CFC alternative Recovery of air conditioner refrigerants

E dischar [Qj* 2] 3 6 8 % 0 0 °

& |discharge

3 Pollution control such as yePartial renewal of wastewater treatment

% wastewater and exhaust gas 991 1,034 893 YrMeasures to address coating odors 35 473 430 552

S | treatment [D—1) YeRainwatet final treatment lank and modification of (he coating facility

%D Reduction of VOC discharge 7 701 53 s¥Introducing electrostatic ceating for bumpers 35 74 144 0

-3 @-1) YrFacilities for collecting washing thinner 1 ‘
o Totalcoststoreduce the enwronmenial burden | - 2,079 2,187] 2,228 ¢ 1,059] 955! 1,599 !
,§ Education and ISO 14001 429 476 465 Envirormenta educaton, laining, and envirormen:d improvernent acivites al he worksiies 14 _ _ _

o | related matters (@) Mabtahing 50 14001 ceration {appcain oo, nteral audiing a assessmen, b ost)

g Product research and 16,802 | 20,088| 21.766 Improvement of fuel economy, cleaner emissions, and batter recyeling efficiency 55 973{ 1.973| 2504

g | development @ Development of eco products B e
‘_E Total investment costs 17,321 | 20,563 ] 22,232 . 973 1,973 2594 ;

Measures for end-of-life 579 2'59 148 Collection of u§ed market buml?ers —-re.cycmfsg a7 525 _ _

2 | products @] Measures to cope with the Law on Recycling End-of-Life Vehicles

§ Social contribution and other Preparation of environmental reports and cleaning around plants

g environmental measures 10671 2,034] 1,504 Environwmentelaled projects by the Japan Atomobile Manufactwers Association, e} 63 Q 7 323

© [@O&®DI | 1 Planting trees, measures for environmental discrepancies, eic.

__ Totalothercosts . _ | 1645; 2292! 1es0l . 0 . sl 7| @t |

fictallcosy 21,045 | 25,043] 26,109 [ 2557l 2936l asel ]

%1, Cost categories based on the Guidelines by the Ministry of Environment: @ Costs in the business area; (D -1 Pollution prevention costs; (D -2 Glabal enviranment
conservation costs; @ -3 Resource circulation costs: @ Upstream and downstream costs; D Management activity costs; @ R&D costs; ® Social activity costs; &

Environmenta! damage costs; and @ Other costs.



Environmental Costs and Economic Effects in Fiscal 2004: Environmenta! Performance Impraved

Environmental costs were ¥21 billion, a reduction of ¥4 billion (16%) from the
previous year. This was because enhanced efficiency in product research and
development decreased the costs. On the other hand, economic effects totaled ¥2.3
billion, which was an increase of ¥0.3 billion (16%). This was mainly because valued
materials were soid, the usages of painting and solvent were reduced, and energy
costs were decreased. With fewer costs than the previous year, the environmental
burden was reduced further by recycling the full amount of generated materials in all
the manufacturing divisions (zero level waste generation). In addition, IS0 14001
certificalion was expanded to the Subaru Parts Distribution Center and other
divisions, outflow risks were reduced, and the good results of development and the
implementation of the system responding to the Law on Recycling End-of-Life

Environmental Management

Vehicles were accomplished. The Utsunomiya Manufacturing Division introduced the
ESCO-method natural gas cogeneration system. Without inilial investment and risk
taking, good results were produced mainfy in conservation of energy and reduction
of CO2emissions. (For more information, see p.36.)

Environmental Management Indexes

Environmenta! efficiency of business activities, which is one of the
environmental management indexes, was regarded as [sales + environmental
burden]. They are calculated with the environmental burden in the production
process by regarding the fiscal 1999 levels as the standard. The results are
indicated in the following graphs. Environmental efficiency has improved well
for each item. Particularly, a zero waste generation level was reached in fiscal
2004 with maximum efficiency, which is impossible o indicate in the graph.

[JSales/Waste generation [(ISales/Total amount of waste and other materials generated

50 T 20
© 394 1
30 / 15 ) 1.29—
26.2 1.10 Q
20 il 10 100 07 A Q
101 10 —o———C-
10 /-\Z
1.0 2/"
’99 '00 01 '02 '03 04  FecalYow 85 ‘99 ' 00 01 '02 '03 ‘04 FedVer
{ISales/CO: emissions Fiscal Year [CJSales / PRTR discharge moved
2.0 25
220
15 20 py 1.76
. 119 122 144 M/
o 10 % W _o—0 L e
1.0 —O— 10 e
05— el oy T oy o 05— o s g T T
93 00 01 02 03 04 Fecaltow 99 00 o1 02 03 04 Pt
\ R JERYCE TRt prBEihe efiasis)
¥ ‘m@@m\ S B IT@HB : ﬁmtjﬁl NJ,.‘ﬁv‘m,-m»
N SR e Mm e S i I COv I i) o603 W00 2%
Recduced oosts thiough waste control andlieaiment mehod Amount of matter generated ton 73,024 -2,8931 759171 82325
changes 1,370 | 1,198° 675 | Amount of waste generated ton Q -182 182 267
Profit fram the salss of valued malerials obtained through recycling Amount of landfill ton Q -6 6 13
Reduced energy costs Enesgy cansumption (Crude of ecuivalent) | 1,000 kL 134.8 -0.5 135.3 138.2
524 465 257 | Energy consumption per praduction | KL/¥100 miflon 14.3 -0.3 145 15.2
. COe discharge 10000:0ns 0 233 0.4 23.6 24.7
| Reduced virgin material purchasing costs b Discharge of greenhouse
HoeC G MEIEHE pUIChasig C0sTs B 3 3 2 geols fonCO2| 395 16] ars] 368
reusing recgvered alr conditioner refrigerants gases other than CO2 .
Reduced costs by replacing cleaning PRTR chemicals *° ton .
agents (chemical agents) 8 9 8 Amount handled ton 4,285 411 3,874 3,860
Amount released and transfersd | ton 1,013 -239 1,282 1,403
Reduced paint and solvent usage 374 282 264 | VOC dischargs {automobiles only) {  g/m’ 46.4 -0.8 47.2 49.5
- Note: As figures are rounded, some totals are not precise.
Tl savgs rom e efecs of eicing e envionmensl burcen 2,278 1,958 1,205
pe— - - — Rates of Environmental Conservation Activities in FHI Business Activities
. (Tolal investment efiects) N/A for the time being Y] g 0 LJ Vo @ us!
Reduced virgin material purchasing 20 22 2 - L R o (55 ca/k2C0a][iscall2003j | iscali2002)
costs by using recycled materials . Praportion of the R&D cost for
Reduced costs by changing raw environmental conservation to 32% 35% 36%
materials ) 0 0 0 | the test and research costs
’ Propomon of the investment for
T T T : environmental conservation to 10% 9% 13%
Totalof othereffects =~ - = capital Investment
%2 There was an esror in counting the amount of waste-related effects in fiscat 2003.Against the amount menticned in the 2004 report, the amount in this report is reduced by ¥64 million. 6

%3 PRTR {Pollutant release and lransfer register) chemicals: Totaling the chemicals, of which annual amounts handled are one ton or more (0.5 tons or more for Class | Designated
chemical substances).
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g Overall Achievements under the Fiscal 2004 and Fiscal 2005 Plans

EEnvironmental Management

@ﬂ' S

TS cal 2904

AC levem ﬂl

management system

Promote the establishment of environmental

The Subaru Parts Distribution Center {Ohta City)
s and the Subaru Parts & Accessories Division
(Saitama City) acquired ISO 14001 certification.

Further promote establishment of EMS

Further improve information in the 2004
Environmental Report (environmental
achievements in fiscal 2003) -

In the 2004 Environmentai Report (environmental
achigvements in fiscal 2003), the report on social aclivities
was independently sectioned as the “Social Report,” the

. contents of which have been improved from last year's report. :

i
}

Further improve information in the 550? ’
Environmental Report {environmenial
" achievements in fiscal 2004)

EIDevelopment Process and Products

ﬁmmm

Fuel economy

- Continue fuel economy improvement for every
full model change and annual model change

- Satisfy fiscal 2010 fuel economy standards
earlier by fiscal 2006

- Met fiscal 2010 fuel economy
standards In three ranks out of five for
passenger vehicles and in six ranks
out of six for mini-sized trucks

!mplement as pIanned

+ From 2003, startinfroduging ulta fow emissions vehicles, cars

with exhaust emisslons 75% reduced beyond 2000

- Introduced low emission vehicles, the
“Forester NA” and the *R1”, with

The goal s to have the exhaust emissions of
80% of the cars sold be either 50% or 75%

Clean energy
vehicles

introduce hybrid vehicles'tb the
market by fiscal 2006 ‘

- Natural gas vehicles:
Intraduce the new “Legacy B4 CNG”
to the market in spring 2004

- Fuel cell vehicles:
Develop the next-ganeration FCVs

Exh.au‘st standards, and aim ta intraduce cars with emissions reduced exhaust emissions reduced 50% teduced beyond 2005 standards (out of this 80%
emissions 50% beyond 2005 slandards; by 2005, the goal s to hava beyond 2005 standards. figure, half should be vehicles with emissions
B0% o more of &l passenger cars b low emissians vehicles. . reduced 75% beyond 2005 standards) by 2006
Further reduce all noise levels of the | Developed low-noise power units, exhaust Reduce all noise levels of the automobile
Noise automobile systems, and other components during for further reduction of environmental
. Subaru's annual vehicle Lmjpvement period. | noise
+ Hybrid vehicles: « Hybrid vehicles + Hybrid vehicles:

Continue development toward
introduction to the market
- Natural gas vehicles:
Introduced NGVs based on the new
“Legacy” to the market '
- Fuel celt vehicles

Continued development toward the
next-generation FCVs |

Continue development for introduction
to the market, and aim at limited
introduction to the market in fiscal 2007
“Natural gas vehicles:
Continue market expansion of NGVs
based on the new “Legacy”
» Fuel cell vehicles

Continue development toward next-generation FCVs

EProduction Stage

! Gy

"Gl

Q@m

Waste reduction

: Control amount of waste generated.

’ Reached zero waste generation level

- Control amount of waste gensrated
- Maintain zero waste generation {evel

Energy
conservation

t

« Work to accomplish the goal for energy
consumption per production {28% reduction
compared with the fiscal 1980 level by fiscel 2006)

- Work to accomplish the COz discharge reduction
goal {6% reduction compared with the fiscal 1990
level by fiscal 2008)

+ Improved energy consumption per
production by 1.9% from the previous
year

- Reduced COz2 discharges by 15%
compared with the fiscal 1990 iavel

» Work to accomplish the energy consumption
per production goal (28% reduction compared
with the fiscal 1990 level by fiscal 2006)

- Work to accomplish the COz discharge
reduction goal (6% reduction compared with
the fiscal 1990 lgvet by fiscal 2006)

Reduction of substances
with envirenmental impact
{Automative Business Unit)

Work to accomplish the paint VOC
reduction goal (45g/m2 or less by fiscal
20086)

Reduced generation of paint VOC {per
unit area) 1o 46.4g/m2, a 57.4% reduction
compared with the fiscal 1995 level

Work to accomplish the paint VOC
reduction goal (45g/m? or Jess by fiscal
2006)
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- Automotive Business, Unit
Establish EMS at 95% or more of the
suppliers

* Industrial Products Company"’
Maintain EMS established at all suppliers
- Aerospace Company

" Altomolive Busmess Unit:~
Established EMS at 96% of the suppliers
+ Industrial Products Company '

Malintained the EMS established at afi
suppliers

- Aerospace Company:

Held explanatory meetings for suppliers

+ Automotive Bus?n'egg !jnil:{
Have more suppiiers establish EMS

- Industrial Products Company:
Proceed with reduction of substances
with environmental impact

» Aerospace Company:

Green © Encourage suppliers to establish EMS on establishment of EMS, and Encourage suppliars to establish EMS
procurement ; - Eco Technologies Company conducted questtonp;lres about + Eco Technologies Company:
Encourage suppliers to establish EMS re; earcb and reauction of substances Encourage supptiers to establish EMS
with environmental impact
- Expand green procurement, Promote "+ Eco Technologies Company - Try to achieve 100% eco product
purchasmg of eco products in the Head Held explanatory meetings for suppliers purchasing of consumable office
Office area. " on establishment of EMS supplies in the Head Office area, and
+ Achigved 100% purchasing of eco promote eco products at each
products in the Gunma fegion company
Expanded green procurement in the
Head Office area

ERecycling

i

@@:ﬂ)

{mprovement of
recycling efficisncy

Recycling volume

» Continue to incorporate technologies developed |

for easier dismantling and higher recycling
efficiency into vehicles under development
» Complete the establishment of the recycling
system, and respond to the Law on Recycling
End-of-Life Vehicles enforced on January 1, 2005
- Continuously proceed with studies
of the practical applications of ELV
(End-of-Life Vehicie) recycling

- Incorparated a fecycling design for easier dusmanmng

and higher recycling efficiency into the R1

- Established Automotive Recycling System of

Subaru (ARSS), and smoothly coped with
the Law on Recycling End-of-Life Vehicles

: Promoted study of practical applications of

ELV recycling, particularly glass recycling:
and harness recovery. Expanded
adoption of PP-grade integrated materials

: Conunuously mcorporale
technologies developed for easier
dismantling and higher recycling
efficiency into cars under
development

» Continuously promote study of
practical applications of ELV
rebychng

* Increase the number of used
bumpers collected from the market

- Collected about 41,700 used

bumpers

- [—

- Increass the number of used
bumpers collected from the market

Reduction of substances
with environmental impact

- Promote alternative technologies for
the parts and substances with
environmental impact newly subject to
control by the EU directive from 2004

+ Promote measurss for the voluntary
action program under Goals for
Reduction of Substances with
Environmental Impact in New Model
Cars by the Japan Automobile
Manufacturers Association (JAMA)

- Dealt with the EU directive on restriction of

substances with environmental impact {lead
regulations came into effect in January 2005)

- In accordance with Goals for Reduction of

Substances with Environmental impact in New
Modet Cars by JAMA usage of lead in compact
cars was reduced o 110 the 1996 level The
goat-concerning mercury was also achieved

- Progress was made In responding to the

fundamental ban on use of hexavalent chromium

* Promote development of alternative technology
for parts containing lead that will be subject 1o
the EU directive from 2006, and continus to
study further reduction of lead usage

« Promate measures for the voluntary action
program under the Goals for Reduction of
Substances with Environmental impact in New
Mode! Cars by JAMA

» Further promote development and adoption of
alternative technology for hexavalent chromium

Sales and services

- Respond to the Law on Recycling
End-of-Life Vehicles without delay

- Further promote environmental |
conservation aqtivities by dealers

4
H

* Held practlcalgusiness seminar meetings for dealers,

and established an intra-company operation system

« Aomori Suparu Co., Lid. and Fuji Subaru Co., Ltd,

-acquired IS0 14001 certification.

Continuously promote responses to the

i+ Law on Recycling End-of-Life Vehicles

Dlogistics

R (! R

vehicles
- Control generation

- Promote logistics efficiency, and control
generation of waste
- Further streamline transportation of completed

of packing material waste

- {Transportation of completed vehicles)
Increased the number of vehicles transported
jointly with other companies

- (Reduction of packing material waste)
Improved the packing specifications for farge
packing boxes shipped overseas. Also
improved packing materials for knock down
parts for North America

Further promote reductlon of the
environmental burden in terms of logistics

18
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(Geteranes ) (NowVeluntany Plen for (e Eivienmem

¢ FRI Environmenta! Conservation Program (Fiscal 2002 through Fiscal 2006}

(s
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Promoting energy
conservation,

and curbing globai
warming

OAIm to reduce energy consumption per production by 28% compared to the fiscal 1990 level by
fiscal 2006

OAIm to reduce CO2 emissions by 6% from production plants compared to the fiscal 1990 level by
fiscal 2006

Control and reduction
of substances with
environmental impact
at proguction plants

{Establish stricter standards than the current voluntary standards for nawly established and
remodeled environmental facilities in order to reduce the environmental burden on the air and water

{>Reduce emissions of chemical substances listed in the Poliutant Release and Transfer Register (PRTR) into the enviranment

{Reduce Volatile Crganic Compound (VOC) emissions in car production lines to the level of 45g/m2
or less on average by the end of fiscal 2008

Clean plants

Reducing wastes
generated at
production plants

Aim at further advances in zero emissions and zero levels of landfill disposal both directly and
indirectly

OPromote recycling of waste materials and using them as parts of products, as well as curbing their
generation

Saving water resources

{Reduce the amount of water used in the production plants

Green procurement
activities

{Request a research report from suppliers on the contents of substances with environmental impact,
and establishment ¢f an environmental management system. The following are the target dates for
establishing the environmental management system: :

® Automotive Business Unil: 95% or mare of the suppliers, including overseas anes, should have established a System by March 2005
® Industrial Products Company: by the end of March 2004

{CPromote green procuremant activities in other departments, including the Aerospace Company

ODevelop green procurement activities with overseas suppliers (Automotive Business Unit)

*Research started in fiscal 2002 on the status of introducing the EMS and the contents of substances with environmental impact

Improving fuel
economy

[Automobiles]

{>Continue to improve fuet economy for every full model change and annual model change

{OAchieve fiscal 2010 fuel economy standards for all weight ranks by fiscal 2006

{General-purposs engines)

Aim to improve the average fuel economy of general-purpose engines by 15% (compared with the
1995 level) by 2005

Clean products

Cleaner exhaust
emissions

[Automobiles]

OProduce excelient low emission vehicles (E-LEV) or good low emission vehicles (G-LEV) for all
models, except for a few, by autumn 2002

{ The goal is to have the exhaust emissions of 80% of the cars sold be either 50% or 75% reduced
beyond 2005 standards (out of this 80% figure, haif should be vehicles with emissions reduced
75% beyond 2005 standards) by 2006

[General-purpose engines]

OAIm to reduce the avarage smissions of HC and NOx from general-purpose engines by 30%
(compared with the 1995 levels) by 2005

Developing
products using
clean energy

[Automobiles]

OHybrid vehicles: Continue development for market launch, and aim at fimited introduction to the
market in fiscal 2007

ONatural gas vehicles: Continue market expansion of NGVs based on the new Legacy

OFuel cell vehicles: Continue development toward next-gensration FCVs

[General-purpose engines]
Ointroduced general-purpose engines compatible with CNG and LPG fuel during fiscal 2002

. Improving

recyclability

$improve recyclable design for new models, and contribute to a recycling rate of 5% in 2015
® Improve ease of disassembly in the recycling market by considering re-use and other methods
® Use easy-to-recycle plastic materials more extensively




Environmental Management |Gl i),

Clean products

"Clean logistics

substances with
environmental
impact

b L
(ems ; Gogfaciions
[Automobiles]
OPromote development of technologies which replace substances with environmental impact,
alming at faster application to developing vehicles
Reducing ® Further reduce the amount of lead to 1/10 or less compared with 1896 levels from January 2006

® Stop using mercury from January 2005 except in the following parts:
Liquid crystal displays, combination lamps, discharge head lamps, and room fluorescent lighting
® Stop using cadmiurm from January 2007
* Stop using hexavalent chromium from January 2008
{General-purpose engines]
{Promote reducing the amounts of substances with environmental impact, such as lead and
hexavalent chromium, used for general-purpose engines

Reducing exterior
noise

OPromote development of technology to reduce noiss that is compatible with both fuel economy
improvement and exhaust emissions reduction

Curbing global
warming regarding air
conditioning refrigerants

{Promote further reduction in the amount of refrigerant (HFC 134a) per vehicle

Research on
traffic environments

OWork further on Intelligent Transpart Systems (ITS) that realize a safe and comfortable motorized
society

Reducing the
environmental burden
caused by logistics

Olmprove logistics efficiency and work an reducing the amount of packing materials

Clean déalers'

Promoting
environmental
conservation
activities at dealers

{Support environmental conservation activities by dealers
OPromote recycling and proper disposal during the distribution and disposal stages
® Collect and destroy specific chlorofluorocarbons (CFC-12), collect CFC-12's substitute (HFC
134a), collect and dispose of airbags, and collect warning flares
OContinue to collect used bumpers (ongoing)
OWork to comply with the Law on Recycling End-of Lite Vehicles

Management
extension

UV U

Others

Implementing
actions contributing
to society

{OContinue to participate in environmental events, communicate with local residents at plants, and
deal with visitors to plants {ongeing)

{Continue to participate in cleaning and tree-planting activities in the area around each plant (ongoing)

OOffer support and cooperation to environmental activity groups

{Continue to publish environmental reports, and release environmental information through publicity

Disclosing . .
K related channels from time to time
nviron g . . ' o
gfvuro Ten relate Olmprove and upgrade the contents of environmental reports (e.g., compliance with guidelines, and
‘ormation ) ) )
n atio reports including group businesses)
Implementing

environmentat
education and
educational campaigns

Dlncorporate environmental education into the company education system and put it into practice.
Implement educational campaligns through company newsletters and various media
{Continue to implement lectures and presentations of worksite improvement case studies (ongoing)

Establishing an
environmental
management system

<{>Establish an environmental management system at business sites that presently lack such systems,
and continuously improve the envirenmental management system at ISO 14001-acquired sites

Oimplement internal environmental audits and environmentat facility risk assessments

{Strengthen the liaison with related companies, and establish consolidated environmental
management systems

Promoting
environment-related
projects

{Promote environment-related businesses, such as turbine generator systems and environmental
equipment and devices

MNote: In the sections called “Cleaner exhaust emissions” and “Developing products using clean energy,” the contents of the goals and actions section have been partially

changed.

20



12005 Environmental & Social Report

Environmental Incidents

Environment-related compiaints

In fiscal 2004, FHI received seven complaints about ncise. The main plant of the
Gunma Manufacturing Division received a complaint regarding tire noise from
vehicles carrying completed cars. This was seltled by changing the running Speed
and implementing thorough control. The Utsunomiya Manufacturing Division received
a complaint due to noise caused by ground engine tests for aircrafl. We responded
by completely controlling the operation according to the work procedure.

In addition, we received six complaints about offensive odors. They were caused
by exhaust air from the coating booth of the main plant and the Yajima Plant of the
Gunma Manufacturing Division. We respanded to these cases by improving the
deodorizing equipment and by reducing the paint used in the coating process. We
are also promoting & project to take fundamental measures for further improvement
of such facilities.

Product Recalls

In fiscal 2004, there were no environmental
technology-related product recalls.

Environmental Communication

FHI has arranged contact channels to maintain communication with local
residents, and distributed environmenta! information in a variety of ways. FHI
also presents its approaches 10 environmental conservation on its Web site
(http:www.thi.co.jp).

In December 2004, the Uisunomiya Manufacturing Division organized an
exchange meeting with eighteen board members from nine neighborhood
community associalions near the plant, where a study tour of the environmental
facilities, such as the turbine power generation system, was arranged and
environmental measures were explained.

In Septemiber 2004, the Gunma Manufacturing Division organized a social
gathering with fourteen heads of wards from neighborhood community
associations near the plant and explained our operation.

In July 2003, the Subaru Visitor Center was opened at the Yajima Plant of the
Gunma Manufacturing Division. The center has a recycling fab to introduce the
approaches Subaru takes to tackle environmental issues. In fiscal 2004, about
62,000 elementary scheolchildren, as well as about 12,000 junior and senior
high school students and general visitors, visited the Center,

The Utsunomiya Manufacturing Division prepared and issued an
independent Environmental & Social Report 2004. FHI also participates in the
Environmental Management Forum sponsored by Nikkei Business Publications.

Japanese version
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Photos exhibited in t
Recycling Lab of the
Subaru Visitor Center
{Gunma Manufacturing
Division)

Environmental information for
each car model*’

~"" Environmental & Social Reports®'

- —
- = ToREY wwmmzf-

s ﬂya ==

Environmental & Social
Report by the Utsunomiya
Manutacturing Division

Pages concerning
environment in the
product catalogue

Company brochure

International photo news (for elementary schoolchildren and
junior high school students)

21 *1.You can access the Environmental & Social Report and the environmental information for each car model on our Web site: http:/iwww.thi.co.jp/enviftopfindex.htmi



Development Phase/Products

Development
Phase/Products

—automotive Business Unit—

in December 2004, FHi launched the new Subaru R1 minicar, in which powerful yet smooth
running and excellent fuel economy performance were simultaneously actualized to higher
levels. In the Subaru Forester, to which major refinements were made in January 2005,
environmentally friendly specifications have been employed for fuel economy and exhaust
emission performances, while the new 2.0l horizontally-opposed four-cylinder SORC engine has
been adopted for dramatic enhancement of the acceleration performance in the practical area.

.

Fuel Economy

When motor vehicles consume fuel, they emit carbon dioxide (CO,) in
proportion io the amount of fuet. Improving fuel economy can contribule 10
preventing global warming, which is caused by heat-trapping substances,
including CQ,, as well as saving limited energy resources.

Subaru promotes the development of technologies 10 improve fuel
economy, including enhancement of efficiency with improved engines,
reduction of transmission loss in the driveling, reduction of vehicle weight,
and reduction of running resistance, while taking advaniage of such features
as all-wheel drive AWD)and high powered engines. Subaru is gradually
introducing cars that meet the fiscal 2010 fuel economy standard, which is a
fuel consumption target for gasoline-powered vehicles, into the market.

Improvement of the Engine

Forester
® The intake efficiency was improved by adooting electronically controlled
throttles and intake manifolds with porls arranged vertically for the NA vehicle.

High-cfliciency intake

——————-= Electronically
sk conlrollad ihrotile

manifoid form

Tumbte generation
vatve

Equatl lengthiconsian!
pulsalion independent
exhausl system

Forester 2.0l SOHC Engine
New R1 Mini-Sized Passenger Car
@ Intake efficiency was improved by adopting the intake
AVCS (active valve control system: variable valve
timing) and electronically controlled throttles for the
DOHC, 16-valve engine.

Enhanced Efficiency of the Driveline

Forester
® Fuel consumption at idle was reduced by adopting the N control
mechanism {the mechanism automatically shifts the mode to
neutral when the car has been stopped by pressing the brake
pedal for a certain time) also for the SOHC engine vehicle.
®The Info-ECO Mode™* ' used for the turbo AT vehicle was also
introduced to the SOHC engine vehicle.

New R1 Mini-Sized Passenger Car
@ The i-CVT used for the R2 was also introduced to the R1.
In addition, the Info-ECO Mode was adopted for the R1
and R2 to support driving with saved fuel consumption.
[Ji-CVT Running Image

| Auto mods shift contro’: Usualy, tuel economy and | Smocth ahngis ‘I
'ainess are the locus, However, power drving is | o avalablen e tpen
avaiiable when the acceeralor is pressed for rapid . L—‘:”‘I_j

| sccereraton o climbing a stesp K. Ascencing and descencing contral: Powerlu! Griving

is avallable lor escending, whis engine braking
works secursly lor escending. Avioraicaly
conreled foi the optimum gesr rzio accorcing 1o
the inclination of the feac’

| Easy garaging | | Unike te exising AT vehcle. sosh ]
with the aceleryion i avallable becanse
these are no shitging shocks, J’“ iy

creeping CVT

. Due to thei compachness, minicars, which s{mpon {he botlom range of he smal car manketin Japan, -
naturaly have the potental For aciuazing excellnt envionmental performance, such g eductionof |
fesoutces used in el e cyce fiom manufacture to disposa, 33 weltas reduclion of CO,emissions. i
Inparteulr, the Suanu RYis even 100 mm smaller in overal length than the minicar ¢reron !
for length by focusing on persbnal usg in urban areas. In such a smalksized car, he latest weight
reduction technology developed for the New Legacy (80 kg fighter than the previous mode) ws
adopted torealize the best fuel economy in the class (10-15 mode: 24k, achieved +5% above ‘
he 2010 fuel economy slandards)v and exceflent exhaus! emission pedomancs (0% reduced |
beyond the 2005 standard for exhaust emissions). For this small R, a high qualily upper class i
almosphere and emoionaly appealing ineior end ederior design were adopied, whie the
T econamical and envionmental performances

weya enhanced. You can actually fee!
*enjoyment in drving,” “pleasure in r
possession,” and “wisdom in modesty” wilh
.. e *Super Smal Car’ that wi be 2 good
match for the environmental age to come.

! @ Environmentat Performance of Subaru R1 J
i+ Fuel consumption: 24.0 kmy} (2WD) 1
1 e Exhaust emissions : 50% reduction beyond the 2005 standard * vy * J
I e Noise: Conformity to the 1998 requiations X
3 4 Alr conditioner: CFC's substituie HFC134a, 400 g ;

# Substance with environmental impact: Achieved the 2005 goal for lead set by the 1
! Japan Automebile Manufacturers Association (173 or less of the 1896 level ) &
‘ ¢ Recycling: Use of materials easy to recycle and recycled materials, material 1
g indication, and implementation of design for easy dismantling ‘I

* | .Info-ECO mode: Fuel economy was improved by optimizing the engine control, shift change control, and lock-up controt of the AT. When the car is running with good

fuel economy, the information lamp is (it to notify the driver of the condition.

—Automotive Business Unit— | Bl -
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Trends in Improvement of the Average Fuel Economy by Equivalent Inertial Weight

In an effort to meet the fiscal 2010 fuel economy standards, we achisved
the target in three out of the five ranks of equivalent inertial weight for
gasoline passenger cars. In gascline mini-sized trucks, we succeeded in
attaining the target in all applicable ranks of the equivalent inertial weight,

[ fTrends in Average Fuel Economy by Zauivalent Inerfial Weigh! (Gasoline Passenger Cars) "'

(kmﬁ) Achieved values in fiscal 2004 are in parentheses.
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Trends in Improvement of Attainment Rates for Fiscal 2010 Fuel Econamy Standards

(Jrends in Aviainment Retes for Fiscal 2010 Fue! Scoromy Standards (Gasoline Passenger Cars)
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Note: Regarding the 2002 data, there were errors in the graphs of
the Trends in Attainment Rates for Fiscal 2010 Fue! Economy
Standards in the 2004 Environmental & Social Report. They have
been corrected as shown in the above graphs.

U Exhaust Emissions

Substances such as carbon menoxide (CO), hydrocarbons (HC), and
nitrogen oxides (NOx), which are emitted from automobiles, are one of the
causes of air pollution in metropolitan areas where there is intensive motor
traffic. In order to improve the state of the air, Subaru is gradually launching
low emission vehicles (certified by the Ministry of Land, Infrastructure and
Transport) that meet standards stricter than the regulations.

Application Status of Low Emission Vehicles

The 2.0} SOHC engine vehicle has reached the “ Yryrve "
level, with exhaust emissions reduced 50% beyond 2005
standards by reviewing the catalyst layout in the Forester, to
which major refinements were made in fiscal 2004.

Also, the new R1 minicar conformed to the * Yryevy * level,
with exhaust emissions reduced 50% beyond the 2005
standards.

*1.The values in the graph with colored circles mean that the goals have been achieved, while those with blank circles mean that the goals have not yet been attained.
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Exhaust Emissions Measures in Forester

The equal length/constant pulsation independent exhaust system™* '
was adopted in the NA vehicle for enhancement of the purification
performance of catalysts Dy changing their layout and size.

Change in the Exhaust System Layout

Exhaust Emissions Measures in the New R1 Mini Car
The Active Valve Control System (AVCS) was adopted for
optimization of combustion, while the air-fuel ratio control
performance was enhanced by introducing electronically
controlled throttle valves. The post-treatment performance was
also improved by adopting the maniverter, in which the
exhaust manifolds and the catalytic converter were integrated.

Trends in Improvement of the Percentages of Low Emission Vehicles

The system to certify low emission vehicles started in
April 2000. The percentages of the low emission vehicles
shipped as Subaru are as follows.

[3Trends in Percentages of Low Emission Vehicles cn Gasoline Passenger Cars

D 50% reduction beyond 2005 emissions standards and
75% reduction beyond 2000 emissions standards

[ 50% reduction beyond 2000 emissions standards
(%) ] 25% reduction beyond 2000 emissions standards
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[Trends in Percentages of Low Emission Vehicles on Mini-sized Gasoline Trucks
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Trends in NOx Averages

By launching low emission vehicles which meet the
standards represented by the low emission vehicle
certification standard into the market, Subaru has been able
to reduce the average amount of NOx emitted by Subaru
vehicles every year as shown in the chart below.

CTrends in NOx Averages of Subaru Vehicles
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0.35 033

0.30 # 7028

‘019
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o
o
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o w (=)
1 T I
[ [ 1

o
o
a
1
[

00057 s 99 o0 01 02 03 odfsdym

Notes:

- The figures were calculated from the reguiation values (10 - 15 mode and
11 mode) at the time of shipment.

» Going back to fiscal 2000, calculations were made with regulation or
conversion values for the new test mode. The new test mode is a
cembined mode, where the regulation values set individually for the 10 -
15 mode and 11 mode are integrated.

- Until fiscal 1999, the figures were calculated from the regulation values
for the 10 - 15 mode.

% 1. Equal length/constant pulsation independent exhaust system: This exhaust system aims at a reduction in exhaust noise and enhancement of engine performance.
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< Gasoline Passenger Cars

—_Eauivalent inerte] weight,(hg)____f ~750 875 1000 § 1250 | 1500 i 1750 | 2000 . 2250 _ 2500~
Vonicle weight (kgy e | ] " 703 828 L’ 1016 | 1266 | 1516 1766 | 2016 ; 2266
oMY operimy 702 | 827 | 1015 | 1265 | 18595 | 1765 | 2015 | 2086 | |
fF.sca;zomueieconomystandard skef) | 212 | 188 | 179 | 160 130 | 105 89 | 78 | 64
© Gasoline Mini-sized Trucks ) .
Maximy load c2paciy
__Equivalent inertial weight (kg) ! ~750 875 | 1000~ Note: Structure A:Q) e
"Lower it | | 703 828 o
Vehlcls‘ curb weight (kg) - Upperimi 702 827 [ @ :mﬁemm\e)ﬁfu
__Vehicle structure (Note) -+ StructureA | StructureB | StructureA § StructureB - ms)‘pe;'mfwmw !
Fiscai2010fue!‘econdmy standards {kmf) ~Q; 18.9 16.2 16.5 ] :53 14‘: Structure B:Vehicles other than Structure
- 202 17.0 . 180 | 8. 15. A; Sambar vans and trucks
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© New Short-term Regulations for Gasoline and LPG Passenger Cars

T e ‘ L. .10 15 mode (g/km) b 11mode (g/test) !
i B << ) HC NOx co. HG NOx Remarks
2000 exhaust emission regulations 0.67 0.08 0.08 19.0 2.20 1.40
2000 emissions Standards, 25% reguction level | 0.67 0.06 0.06 18.0 1.65 1.05 Y. Good low emission vehicle
2000 emissions §1§ndarg_§ _5% ; reduction level 0.67 0.04 0.04 19.0 1.10 0.70 Yryz__Excellent low emission vehicle
2000 emissions standards, 75% reduction level |  0.67 0.02 0.02 19.0 0.55 0.35 YeveyrUlira low emission vehicle
© New Long-term Regulations for Gasoline and LPG Passenger Cars
T e o . .w—...._. Combinedmode(ghm) . _ .. __]
e T CQ . { NMHC - . Combination’ : Remarks
| 2005 exhauwst_e‘flms‘gg_@gulatlons N R AL 0.05 | 005 10 - 15 mode & 11 mode
2005 emissions standards, 50% reduction | Ievel 1.15 0025 | 0.025 10+ 15 mode & 11 mode YeYeyr low emission vehicle
2005 emissions standards, 75% reguction level 1.15 0013 | 0.013 10 - 15 mode & 11 mode PrYrver  low emission vehicle
o New Short term Regulations for Gasoline and LPG Passenger Cars
10 15mode (g/km) S Himode (hest) __ !
el Co HC Nox TGO T He L NOx Remarks
3.30 0.13 0.13 38.0 3.50 2.20
2000 emlsswons standgrds 25%'requc | Jevel 3.30 - 0.0 0.10 38.0 2.63 1.65 Yr___Good low emission vehicle
2000 emissions standards, 50% reduction level { _ 3.30 0.07 . 0.07 38.0 1.75 1.90 . Yrvx  Excellent iow emission vehicle
2000 emissions standards, 75% reduction level 3.30 0.03 | 003 38.0 0.88 0.55 | YrervrUltra low emission vehicle
¢ New Long-term Regulations for Gasoline and LPG Passenger Cars
T e L ... Combinedmode (gfkm)_ 1
. D CO } NMHC | NOx Combination ! Remarks
2007 _exhaust emission regulations 402 | 005 | 005 10 « 15 mode & 11 mode
2005 emissions standards, 50% reduction level 1 _ 4.02 1 0025 | 0025 10+ 15 mode & 11 mode WYY low emission vehicle
2005 emissions standards, 75% reduction level | _ 4.02 | 0.013 | 0013 | 10 15mode & 11 mode frvevrlow emission vehicle
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In 2003, the 2005 Exhaust Emission Standards were released as new criteria for gas emissions. Compared with the existing

2000 Exhaust Emissicns Standards, the new standards require a further reduction of 50% or more in exhaust emissions.
However, application of the regulation to mini-sized trucks starts in 2002 and 2007.

)
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Clean Energy Vehicles

Clean energy vehicles have such features as emitting fewer
global warming substances {carbon dioxide) and air poliutants
(carbon monoxides, hydrocarbons, nitrogen oxides, eic.) and
have less of an effect on the environment than gasoline vehicles.
However, there are technical problems related to cost and driving
distances. Subaru has been developing clean energy vehicles
that have the gasoline vehicle-level performance and utility.

Development of Secondary Batteries (Chargeable Batteries} for
Hybrid Vehicles, Electric Vehicles, and Fue! Cell Electric Vehicles

In May 2002, FHI established NEC Lamifion Energy, Ltd.,
jointly with NEC Corp. as a planning and development
company for automative manganese lithium-ion battery
packs. By utilizing NEC's laminated manganese lithium-ion
battery cell technology and Subaru's automotive battery pack
technology, the new company will develop secondary
batteries for hybrid vehicles, electric vehicles, and fuel cell
electric vehicles, which are much thinner, lighter, and
affordable, yet exhibit higher performance than existing ones.
The company is aspiring to develop secondary batteries that
will be accepted as an international de facto standard.

MNatural Gas Vehicles

A natural gas vehicle, the Legacy B4 2.0CNG, which is
based on the new Legacy, has been on general sale since May
2004. In addition, the car was exhibited at low-pollution vehicle
fairs and other events in various areas (see page. 64 for
reference) so that many visitors could actually drive the CNG.

In May 2005, the improved model, where the exhaust
emission performance of the CNG was drastically upgraded by
reducing exhaust emissions 75% beyond the 2005 standards,
was put on the market as a low-pollution vehicle with exhaust
emissions reduced
75% beyond 2005
standards
certified under the
Low-Pallution
Vehicle
Designation
System by eight
prefectural and
municipal

s s governments.
Sticker for Low-Poliution Vehicle
Dsasignated by Eight Prefectural and

Municipal Governments

B Joint Dvelopment of Eneray-Saving Engines by Indusly, Academiz, and Govemment

For the technical development to realize cleaner, energy-saving power sources for
the future, national-scale cross-sectoral approaches are required among industry,
academia, and government. Subaru has been involved in the Energy Use
Rationalizing Technology Strategic Development Project by the New Energy and
Industrial Technology Development Organization of Japan (NEDQ) since 2003.

As achievements in fiscal 2004, we obtained epochal dala that the thermal
efficiency was improved by 6%-11% by avoiding knock with a compressien ratio of 14
while HC and NOx were simultaneously reduced from the exhaust emissions. In fiscal
2005 as the last year of the project, we aim lo actualize a new gasoline engine that
emits fewer pollutants yet the efficiency is as high as the diesel engine.

[JExhavst Emissions Levet and Thermal Efficiency of the Energy-Saving Gasoling Engine
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Conventional engine Energy-saving engine

[ List of Events where CNG*' Was Exhibited
April 24 {Saturday) Gunma Distribution | Gunma Sports Complex
Fy‘rgaijgftjvgl_'@hla . Council Sub-ground
May 22 (Saturday) - Keio Univessly Faculty of Science and Technology,

Keio University Yagami Campus
Yokoharma Minato Miral 21 Area

Open Serinar on the Emironment by Keko Uriversly
June 5-6 (Saturday-Sunday) Ministry of the

Eco Car World 2004 Environenent, ele. | Red-Grick Warehouss Square
June 27 (Sunday) Jostsu Municipal -
Environmental Fair 2004 Government Joetsu Shimin Plaza

July 14 (Wednesday) Japan Gas Tokyo International Ferum
Lactse b Commemoratin of Exceedig D00 NGYs 1 Assaciation (Yurakucha)

July 16 (Friday) Ministry of Land, i i

LEV Extibiton for the Land, Intastucursang |20 oovemment Buiding . 3

Ptk
infrastructure and Transportation Day | Transportation aiing ot on e grounc oor
Mriity of Land, inastnatire
ard Tanspixtalin

Grvma Larg Trangpert Offce
July 24-25 (Saturday-Sunday) | Koriyama Municipa!
Clegn §_n§rgy Festa in Koriyama | Government

July 22 (Thursday)
Low Palulon Semisar by the Gurma Prelectra! Govenrne

Maebashi Chamber of
Commerce and Industry Hail

Koriyarma Cuiture Park

August 29 (Suntiay) Hokkaido Athietic Sports | Makomanai Open Stadium-
Officiat Car of the Hokkaido Marathon | Association, efc. Nakajima Park
September 4 (Sunday) Gunma Land On the premises of Maebashi
Motor Show in Gunma Transport Office Land Transport Office

i i P )
September 10 (Friday) Nigata Prefectural Nigata Urison Plaza

Regional New Energy Seminar | Government

September 17-19 (Friday-Sunday) Osaka Municipal . "

LEV Fair in Osaka o Government Asia and Pacific Trace Center
September 19 {Sunday) LEV Fair Nagoya  {Hisaya-odon Park

LEV Fair Nagoya 2004 Executive Committee| Hikari-no-Hiroba

October 10 {Sunday) Gunma Prefectural - { Gunma Prefectural Government
£ Festivai by Ihe Gorea Prelectival Goverament | Government Building

er 23-24 (Saturday-Sunday) | iy ezl Ceang fa HTochigi Prefectural Cnildren's
Cleanup Fait by the Toohigl Prefectural Govermment | Erecuive Comritee Comprehensive Science Museum
November 7 {Sunday) Onta Marscioa Emvormnents Ft
Environmental Fair by the Ohta Municipal Government | Exsetive Cormtee

City Hall Square

% 1. CNG: A vehicle that uses compressed natural gas as fuel.




27

| 2005 Environmental & Socicl Report

Noise

Subaru has been actively working to reduce the noise generated
from the engine, transmission, air intake and exhaust, and tires in
order to reduce automobile noise. In fiscal 2004, the noise was
further reduced in the Forester by significantly reviewing its air
intake and exhaust system in the annual improvement. Also for
other modeis, Subaru is promoting the reduction of noise by
increasing the capacity of the exhaust system, as well as by
prometing adoption of the equal length/constant pulsation
independent exhaust system and large undercovers.

[OMain Measures to Reduce Noise e e
- Instaliation of hood insulater

Air-intake noise reduction -
®increased volume of air cleaner
®Increased rigidity of air-cieaner case
®Increased rigidity of air-intake chamber
®instaliation of resonator

\.Improved performance of

sound absorpiion materials

OTrends in Acceleration Noise {Domestic/Passenger cars)
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" Rear differential noise reduction
®mproved accuracy
of gear meshing

' éﬁgjne ﬁoisﬁéureductiori
®increased rigidity of cylinder block

®increased rigidity of oil pan

®Reduced noiss of accessories

Installation ot large engine undercover
with sound absorption materials
Transmission noise
reduction

®increased rigidity of case
®mproved accuracy of gear meshing

LCA Activities

Life Cycle Assessment (LCA) is a method to numerically
evaluate the environmental burden over the product lifecycle
starting from resource collection and manufacture to use
until the disposal stage. In Aprit 2002, Subaru established
the LCA Utilization Investigative Commission. Since then, we
have worked on the construction of an in-house database
and the development of LCA calculation software for easy
LCA application in order to reduce the environmental
burden over the car lifecycle. Disseminating the LCA
concept through these activities, we will continue to further
improve the in-house data and study the effective
application of LCA for further reduction of the environmental
burden over the car lifecycle.

Tire noise reduction
Exhaust noise reduction
®|ncreased capacity of muffler

®Optimized internal structure
of muffter

Exhaust noise reduction
®Equal length/constant pulsation
independent exhaust system

®Larger sized sub-muffler
®Damped heat shield cover

[JConcept of Using LCA in the Deveiopment Phase

/
Parts level h

)
o & ‘
&
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kﬂeducﬂon of environmental burden from the entire vehicle ‘)

%1, Number of models by noise levels: Vehicles are sorted by noise levels because the same model can be in different noise level categories depending on the engine

power and transmission type
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FHI comprises the Aerospace Company, the Industrial Products Company for

Development
Phase/Products

Aerospace. Industrial Products, Eco Technologies
Companies, Clean Enterprise

general-purpose engines, the Eco Technologies Company for environmental
apparatuses and turbine generator systems, and the Clean Enterprise, besides the
Automotive Business Unit. Making full use of reliable technologies accumulated so far,
FHI is making every effort to provide products useful for society and pecple’s daily
lives. Each unit and company are working hard on the development of products
friendly to the global environment and the creation of state-of-the-art technologfes.

B Aerospace Company

Inrecent years, global environmental issues such as ozone holes, globat warming,
and marine contamination have been very controversial, while the necessity for
disaster monitoring has been emphasized. Innovative research and development is
indispensable for taking the initiative in finding global salutions to such issues. Under
the circumstances, the Aerospace Company has bieen contributing with remarkable
pariicipation in research and development to actualize the stratospheric platform.

The stralospheric platform means to arrange a network base for global observation,
disaster monitoring, telecommunications, and broadcasting with an unmanned airship
equipped with observation sensors and communication equipment thal remains in the
stratosphere at an altitude of around 20 km, where meteorologicat conditions are
relatively stable. The airship is powered by clean electric energy from solar cefls and
regenerative fuel cells. Toward the actualization of this, the Ministry of Education, Culture,
Sports, Science and Technology has been tackling the development jointly with the
Ministry of Internal Affairs and Communications. As the main manufacturer under a
contract with the Japan Aerospace Exploration Agency (JAXA), the Aerospace Company
has designed, manufactured, and implemented flight tests of two prototype airships (a

M : 48-meter, non-powered,
) : * balloon-like, high-altitude,
fiight-testing model and a 68
-meter unmanned reusable
low-attitude mogel ).

| Image of the stratospheric
i platform (photo provided by
1 JAXA/ISTA)

Flight Test of 68-Meter Model

Following the success of the duration flight test in the stratosphere in August
2003, the 68-meter unmanned reusable low-altitude model manufactured by the
Aerospace Company succeeded in a stationary flight test under automatic
control for an hour at an altitude of 4 km on November 22, 2004, Computer
controlted automatic operation is indispensable for long stationary flights of
many hours at very high altitudes with no influence irom airflow and other
elements. This was actualized in an airship for the first time in the world.

This stationary flight test was implemented by JAXA and the National Institute
of Information and Communications Technalogy (NICT) in Taiki-cho, Hokkaido,
for about a year from December 2003. From the Aerospace Company,
twenty-five engineers and manufacture-related persons stayed there to take part

in the manufacture and assembly of the airship and a variety of development
tests. The goals were attained in all of the tests for global observation irom the
sky, telecommunications, and broadcasting, as well as stationary flight.

Thus, the Aerospace Company utilizes its cutting-edge technologies in the
environmental industry for
our everyday fife.

gt Takeoff on a test flight
(photo provided by
JAXANSTA)

® Stationary Flight Test Model

< Overall length: 68 m (the largest unmanned airship in the
world, the same length as the Boeing 747 jumbo jet)

© Weight : 6,400 kg

< Volume : 10,660 m®

<& Power : Propelier driven by electric motors

< Control : 1t takes off and attains an altitude of about 100 m by
remate control from a pilot. Then, it gains altitude, maintains
stationary fight, and comes down for a gliding approach under
automatic control by the flight control computer installed in the

airship.
- P J

Automatic operation in a
test flight (photo provided
by JAXA/ISTA)

Observation of vegetation
and the atmosphere during
a test fight (photo provided
by JAXA/EORC)
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dustrial Products Company

The Industrial Products Company produces
general-purpose engines. These engines are loaded in
machines that support our life such as construction and
agricultural machinery to establish infrastructures,
leisure-related equipment to fulfill our life, snow removal
equipment, and engine-equipped generators for harsh
environments. Product development is implemented by
repeating demanding tests so that these engines and
machines will always work stably under the worst conditions
imaginable on the earth, such as severe heat, extreme arctic
cold, blistering desert heat, and rough marine applications.

Cleaner Exhaust Emissions and Improved Fuel Economy in
General-purpose Engines

In fiscal 2004, we produced the following results.
® Fuel economy: Improved 11% compared to fiscal 1995
@ Exhaust emission: Reduced 46% compared to fiscal 1995

EH08-2 General-purpose Engine

The EH09-2 general-purpose engine, which was
launched in December 2004, is an air-cooled 4-cycle OHV
gasoline engine with a displacement of 86 ml. As the
successor engine to the conventional side valve engine
(EY08), the EH09-2 was developed as an engine friendly to
the environment with excellent mounting performance. By
optimizing the combustion chamber shape, intake port, and
cam profile, high power was simultaneously actualized with
reductions in the fuel consumption rate and the exhaust
emissions level. The engine is applied to machinery used for
a variety of purposes,
including small
construction equipment,
generators, pumps, and
agricultural machinery as
a power source useful to
our life.

p EH09-2 general-purpose
enging

Feature 1: Friendly to the environment

High power is actualized, as well as low fuel consumption
and a low exhaust emission level, The exhaust emission
standards are satisfied in the US EPA Phase 2 Regulations,
the CARB Tier 2 Regulations, the EU Exhaust Emission

Regulations, and the Domestic Voluntary Agreed
Regulations. In addition, substances with environmental
impact are reduced and recyclable materials are adopted.

Feature 2: Gentle to people

The ignition coil with spark advance function®' and the
mechanical decompression mechanism* are adopted to
ensure excellent engine starts without reverse rotation
causing a kick back ® The force of pulling the recoil rope to
start engine is reduced to about 30% of the conventional
EY08 for easier engine starting.

Feature 3: Excellent mounting performance

High power, durability, and excellent operability are
integrated in the smallest package. Adoption of the thin
recoil has increased the possibility of being mounted in a
variety of equipment. In addition, the power per unit weight
is the highest in its class.

Exhaust emissions
About a 50% reduction compared to EY08

[EFuel economy
About a 15% reduction compared to EY08
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JForce of the recoil
About a 70% reduction compared to EY08

Clweight/power ratio
About a 10% reduction compared to EY08
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*¥1. Ignition coil with spark advance function: The ignition coil has an additional function that changes (advances) the ignition timing for starts against the ignition timing when the engine is operatiag at a high speed. This ccil
pravents reverse rotation causing a kick back. #2. Mechanical decampression: This means relaxation of pressure (decompression) in the combustion chamber when starting the engine. This methanism reduces the recoil force

290 of the recoil starter, and facilitates starting. %3, Reverse ictation causing a kick back reaction : For small construction machines and smafl general-purpose engines for agricultural use, the receil starier, which is @ manual starter
using & tope, is widely used. When the rotation speed of the crankshattis siow in starting the enging (the rope is not pulled fast enough), the crankshatt rotates in reverse and the slarter rope is scmetimes pulfed back due io the
stong reaction. By combining mechanical decompression with the ignition coil's spark advance furiction, stariabifity is enhanced and the reverse rclalion thal causes the kick back reaction is securely prevented.
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Eco Technologies Company

Eco Technologies Company deals with a variety of products that contribute to creating comlortable
iving environments and aresource recycling society with an Environmentafly-Sound Material Cycle,
inluding a refuse sorting System {intermediate freatment interim disposal) and the recent refuse dispasal
system for skyscrapers, as wel as various vehicies and equipment for waste conecﬂpn, ransport, and
tecycling. Handing the wind luibine generatr Systems o praduce clean energy, Eco Technalagies
Company contribules to conservation of the global envirorment with its ecological producs.

Vehicles that Collect and Transport Waste

Development of the New Refuse Callection Vehicle with Attachable and Detachable Body™
This is a new multipurpose refuse collection vehicle. The carrier
can be loaded with the container where a cargo box is integrated with

a loader as a unit, as well as the conventional container used at
factories and construction sites. The feature of this vehicle is to be

able to cope with loaders of different styles as well.**

By loading
different containers according to waste types and recycling purposes,
the vehicle enables diversified and multipurpose collection and
transport, as well as efficient operation of attachment/detachment of
containers. By connecting the dedicated portable hydraulic unit to the
container where the cargo box is integrated with the loader, stationary
loading operation is available at construction sites for reduction of
waste volume and temporary storage of waste.

Container where the cargo box is Carrier
integrated with the loader as a unit

When connecled to the
dedicated hydraulic unit, it
loads and unloads waste at
a fixed spot

Devetopment of Automatic Body Weighing System for Refuse Collection Vehicles
Development of Automatic Body Weighing System for Refuse Collection Vehicles
By attaching the system to the refuse collection vehicle, the weight of individual waste
loaded into the vehicle is weighed on the spot. as well as having available a highly
accurate measure of the total weight of the loaded waste (with an error of about

+0.5%). In addition, the system enables indication of the loadage, the issue of sfips,
and an interface with a personal computer for management and calculation based on
’ the data retained. This
system is expected to
make a contribution to
promoting a reduction in

wasle.

Introduction of the automatic body weighing syster
to the dumping discharging style refuse collection
vehicle first in Japan

CNG Refuse Collection Vehicles
The refuse collection vehicle that uses compressed naturaf gas (CNG) as its fuel
for clean emission has come into wide use by making the mast of its features.

[JCNG Refuse Collection Vehicles Adopted
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Products Contributing to Recycling Society

Fuswton, a Refuse Conveyance System for Skyscrapers
In high-rise office buildings
that require further recovery of
resources, efficient vertical
conveyance of refuse has been
demanded in recent years,
rather than conventional manual
conveyance by elevator.
Fuswton is a refuse conveyance
and sorting system, where
refuse input from each flocr is
left to fall without damage by
controlling the speed of the fall

Head Office Building of the Kansai Electric
Power Company

Number of {loors tc be processed: From the
second Hoor in the basement (o fortieth lloor

with pressure control, and
recyclable waste is sorted
according 1o types for efficient resource recovery. In March
2005, the system was installed in the head office building of the
Kansai Electric Power Company, the first in the Kansai region.

%1. New refuse collection vehicle with an attachable and detachable body: The attachable and detachable body is composed of the carrier and a container to store waste,
#%2. The loading method of the refuse collection vehicle is selectable from the rotary board style, pressing style. and others according to the type of waste.
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Subaru Wind Turbine Generator Systems

The wind power generation system
contributes to the prevention of glabal
warming by using natural energy for
power generation. As one of the few
domestic manufacturers, Subaru has
commercialized the wind turbine
generator systems for 40 kW and 100 kW,
which were developed originally from our
alreraft technology. Having state-of-the-art
technologies, the systems are also

40X Wind Turbine Generator System
friendly to the environment: easy to install,  (insialied a1 the Ashikega Insitute of Teshnology)

easy o start under low wind velocity, and low noise.

Subaru also participated in a variety of events and seminars to raise
environmental consciousness and make contributions to local communities.
Hoping for development of wind power generation, we also gave presentations
at academic conterences and local government related meetings.

R Giving a lecture at the
secretariat of the Nationat
=45 Municipal Governments

-4 Association for Promotion of
Wind Power Generation

Railroad Memorial Museum

The Railroad Memorial Museum was established to
preserve the history of our railroad cars production after
withdrawal from that business. The storage hall stores and
exhibits representative cars FHI produced, including the rail
bus™ for the Tarumi Railway manufactured in 1984, The
material hall stores the history of wagons in materials by
exhibiting photo panels of representative cars and their
production processes together with commemorative
products, as well as accumulated photos and materials from
a line of cars. The Museum, which is open regularly, is
utilized as a spot for communication among local residents
and retired employees, along with a square having a green
in front of the museum as a relaxation space for employees.

Railroad Memorial Museum

Clean Enterprise

The Clean Enterprise tackled
development of various running robat
products, and actualized a
cutting-edge elevator-interfaced
cleaning robot system for conservation
of energy and laber in cleaning
buildings. In addition, we also provide
an ozone deodorizing and purifying

device applicable to various purposes.
Clearing robot

Degerming and Deodorizing System with Ozone Gas

The system to degerm and deodorize rooms using ozone gas has been
delivered fo healthcare facllities for the elderly requiring nursing care. Under the
system, ozone gas generators are installed on the ceilings of the bedrooms,
service stations, dining rooms, and corridors, as well as in the lavatories, in order
to degerm and deodorize the air. The device installed on the ceiling has an air
cleaning system, where air taken in through the activated carbon filter is degermed
and deodorized with ozone before being released back into the room. It is
possible to control the concentration of ozone af an opticnal level by computer.

Ozone has strong germicidal power, and produces good effects in degerming
and deodorizing without leaving toxins. Since ozone is produced from air {oxygen),
it is easy to handle anyplace. This system is expected to improve the indoor
environments of such facilities.

Robots Exhibited at the 2005 World Exposition, Aichi, Japan
At the EXPO 2005 Aichi, Japan, which started on March
25, the verification testing for prototype robots are
implemented under the Project for the Practical Application
of Next-Generation Robots by NEDO.*? At the site, visitors
can watch the robots actually moving. FH! participates in
the project by exhibiting four units of outdoor cleaning
robots, the Subaru Robohiter RS1, and three units of
garbage can carrying robots, the Subaru Robohiter T1.
These robots are displayed at the Robot Station. [n addition,
the Subaru Robohiter RS1 robots automatically clean the
main street, called the Global Loop (2.6 km in total length
and about 21 min width), and around the West Terminal

during closing hours.

Subaru Robohiter RS1: By
triangutation using GPS and
=™ a laser sensor, the robot

- 1 recognizes the outdoor

‘ location, and cleans exterior
floors with a brush on

-] automatic drive.

Left: Subaru Robohiter RS1
Right: Subaru Robohiter T1

*1. Rail bus: FHI developed diesel cars with reduced initial, operational, and maintenance costs for third-sector raifroad companies. They are still working hard in many

lines. %2 NEDQO: New Energy and Industrial Technology Development Organization
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in 2004, FHI successfully achieved a zero level of waste material
generation at all its plants. In addition, the Utsunomiya Manufacturing
Division implemented a natural gas cogeneration system in February 2005
as a powerful measure against global warming. FHI actively commits to
continuing its efforts to preserve the environment.

Production

Amount of Resources Input and Total Emissions at Planis

This tigure shows the amount of resources used and emissions in fiscal 2004 at Gunma Manufacturing Division, our main
automobile production plant in Japan.

OAmount of Resources Input and Emissions

Amount of materials Amount of energy

Input: 439,000 tons consumed Amount of water used:
Metals sieh as ron and alummum {crude oil equivalent): 2,890,000 m?
HNo-metals such as plastic and pain 106,000 ki
INPUT (Emissions into the atmosphere)

{ Amount of COz emitted:
184,000 tons of CO2

(Emission into drainage systems)

Amount of water
emltted *2;
2, 890 000 m3

Amount of

chemical substances

OUTPUT

Amount of HFC13da % |

emitted: 307 tons |

k of COz }

Y
i

i
* subject to the PRTR Law
L emitted: 2.3 tons

|
—~—

: ; 0UTP :
’ N ] / Amount of chemical |
R s substances subjectto !
w’
Amount of waste
materfals: 0 tons

me PRTR Law emitted: l
944 tons
e e ___/

{ Amount of materials

\recycled: 68,600 tons 5

Total amount of materials generated: 68,600 tons

Reduction of Waste Materials

Zero level of waste material generation achieved
FRlis actively committed to reducing waste in all its plants. At the Gunma
Manufacturing Division,™ the Utsunomiya Manufacturing Oivision,* the
Industrial Products Company,* and Tokyo Office™ zero emissions have
already been achieved.
The total amount of materials generated, including scrap metal associated

[I0utline of Treatment of Materials Generated

with production activities in 2004, was 73,024 tons in total for all plants, and
the materials generated were treated as the figure below shows. The amount
of waste materials generated (waste materials treated intermediately by
external companies plus waste materials directly landiifled) reached the zero
level from 2004, due to progress in the measures for by-product sources and
expansion of the recycling program. The amount of wasle materials landfiled
has been at the zero level since October 2003.

Amount of materials recycled within FHI

(Unit:Tons) . . '\\ (aluminum, etc.): 1,874
[> "“""X““ - = T T
Amount of scrap metal recycled: .
Amount ot materials recycled: 73,024 63,018
1 {charged, free of charge, paid, amount of materials
? recycled within FHI and scrap metal) 2
: i : Amount of materials recycled outside the compan%
: X harge, paid): 8,132
Total amount of materials —K‘Z"- ot e e (chergod, oo oic irge paig):3

generated: 73,024 fif Amount of waste matenals s generated: ¢ !
i : “Amount of v waste materials incinerated in FH!: 0 i
A Amount of waste materials landfilled - e > Lar;df'i”?q 0

Amount of waste Amount of waste materials reated intermediately by extamal companies ¢ > | matenals:

‘;ﬂ after external treatment: ¢

materials directly landfiled; 0

Amount reducm

=3

% 1. HFC134a emissions: Calculated by multiplying the amount emitted by the glabal warming potential *2. Drainage Emissions: The same as the amount of the water
used #3. Gunma Manufacturing Division: Autormobile development and manufacturing base #%4. Utsunomiya Manufacturing Division: The Aerospace Company and Eco
Technologies Company's development and manufacturing base #5. Industrial Products Company: Industrial product development and manufacturing base *6. Tokyo

Cffice: Automobile research and development base
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The following chart shows trends in the amount of materials generated, excluding
scrap metal, and trends in the amount of waste materials generated from fiscal
2000 to 2004. In fiscal 2004, zero level waste generation was achieved by
promoting reduction in the amount of materials generated and by recycling efforts.

[JTrends in Amount of Materials Generated Excluding Scrap Metlal
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[Trends in Amount of Waste Materials Generated

[ Amount of waste materials directly landfilled
"] Amount of waste materials reated intermediately by external companies
[} Amount of waste materials incinerated in FHi

(Tons)
4000 The amount of waste materials
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Reducing the Amount of Scrap Metal in the Automotive Production Process

As for metals, including iron and aluminum, the primary materials
for automobiles, FHI is making efforts to generate as little scrap metal
(by-products) as possible by changing the quality of materials and
weight-saving design for products and improving the yield ratio during
the production process, in order to improve automaobile environmental
performance and effectively utilize resources. The following chart
shows the past records after fiscal 2000 and our future plan.

[JRatio of Amount of By-products Generated to Amount of Products Produced
(Tons/100 million yen)
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' Prize® in the Resource

ingTe hnology & System Commendation Sponsored by
Trade.an ndustry(METl) )

FHI developed a recycling technology of paint siudge into
raw material used for automobile vibration-proof parts or blast
furnaces and constructed its recycling factory in the Gunma
Manufacturing Division in May 2001, where effeciive recycling
of paint sludge has been carried out (for details, refer to page
30 in the 2002 Environmental & Social Report).

For this technology and recycling performance, the 2nd

] Manufacturing Engineering
Dept. and the

Manufacturing Environment
& Safety Dept. in the
Gunma Manufacturing

i Division were awarded the
«ﬂ capfioned prize.

)

5 SRR R T

U Reducing Water Consumption

The volume of water used by FHI in fiscal 2004 was 3,690,000 m®.
We will continuousty implement resource saving measures in
everyday operations as well as strict maintenance of water pipes in
order 1o reduce water consumption.

Trends in Voiume of Water Used

3 Volums of water used
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*1. The Prize in the Resource Recycling Technology & System Commendation: a prize

The Clean Japan Center awards prizes and citations undesr the commission of the Ministry of the Economy, Trade and Industry, with the aim of promoting the efforts of

superior businesses that contribute 1o controlling waste generation and reuse.



Prevention of Global Warming (Energy Saving)

Every FH! plant is committed to improving the energy efficiency of facilities

to avoid waste or loss of energy. Following to the example of the Yajima Plant

in Gunma Manufacturing Oivision, the Utsunomiya Manufacturing Division
implermnented a natural gas cogeneration system in February 2006.

In fiscal year 2004, our energy use stayed fiat compared with the previous

year to 134,700 kilofiters {crude oil equivalent) in total for all plants, mainly by

continuous promotion of various measures, including improving energy

consumption of production facilities and reducing air leaks, even though the

number of vehicles produced increased by 3.4%, automotive production

being our main business. For CO2 emissions, the total amount decreased
1.5% compared with the previous year to 233,000 tons of COz in fiscaf 2004,
owing to the use of natural gas for boilers and implementing the cogeneration
system in the Utsunomiya Manufacturing Division. This is a 15.0% reduction
compared with fiscal 1990 levels. In addition, energy consumption per

production improved by 1.8% in comparison with the previous year, and a

33.6% reduction was achieved compared with the 1930 result.

The amount of greenhouse gases (methane, dinitrogen monoxide, HFC,
PFC, sulfur hexafluoride) emitted, excluding COz, was equivalent to 400 fons

of CO2.
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By the Transmission Engineering Section of the Third Manufacturing Engineering Dep.

The Gunma Manufacturing Division worked on the improvement of parts cleaning
machines which consume much energy in the transmission assembly process. This
improvement was highly evaluated in the Energy Saving Excellent Case Symposium Kanto
Conlerence spansored by the Energy Conservation Center Japan because of he inclusion
of many' excellent tachnological elements, the avallability of immediate effects, and the
versatility applicable to many aspects and fields.

Mr. Nakamura in the Transmission Engineering 4

Section received the prize. This activity was also
presented in the national conference as an excellent

U Management of Chemical Substances (the PRTR Law)

In fiscal 2004, 19 chemical substances subject to the PRTR Law
were used by FHI, as detailed below. The total use of such chemical

substances was up 10.6%, compared with the previous year, but their

release into the atmosphere and water was down 19,1%. Major

reasons for this include a change in the cleaning thinner during the

automotive painting process to one with less xylene, reduction in

paints used, and improvement in the cleaning thinner collection rate.

[CiTotals of PRTR Chemical Substances Used in Fiscal 2004

[Trends in Amount of Chemical Substances subject to the PRTR Law

(Tons)
2000
5
g 1,584 a7
% 1,500 | 1,
3
= 1215
£1,000 93
E T >~
S QST T T T T
Z 0 0 ¥ v
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§ Note: Only amounts exceeding one fon a year are shown.

{Only amounts exceeding one ton a year are shown. Substances marked with a * are Class 1

Designated Chemical Substances)(Unit: Tons per year, mg-TEQ per year (onty for dioxins)
sote) (8| s Cimrst i) (ol Aol | A | P || o
Numberil : FaDIEaR Tmamosere pbicee; removedg consumed sl fecycEd P T
1 none Soluble compound of zinc spsiter 2717 0 0.29 5.44 21.45 0 0 0
38 103-23-1 Bis (2-ethylhexyl} adipate 1.21 0 0 0 1.20 0.01 0 0
16 141-43-5 2-aminoethanol 3.45 0 0.28 0.03 0 3.14 0 0
30 | 25068-38.6 | OYMer Of 4 disopropylidens diphenal | o 0 0 247 | 1439 019 0 0
o and 1-chloro-2,3-epoxypropnae (liquid) 1. i ]

40 100-41-4 Ethylbenzene 368.27 180.26 0 0 84.02 26.77 77.23 0
43 107-21-1 Ethylens glycol 1.623.88 0 0 0] 1623.88 0 0 0
63 1330-20-7 | Xylene 973.33 420,39 0 0.63 375.24 62.29 114.78 0
69* | none Hexavalent chromium compounds 3.83 0 0 .10 0.27 0.66 2,79 0
176 | none Organotin compounds 2.94 0 0.01 0.14 2.80 0 0 0
179*] — Dioxins 0.24 024 0 o} 0 0 0 0
224 | 108-67-8 1,3, 6-rimethylbenzene 48.30 1645 ¢ 0 18.31 4.81 8.73 Q
227 1.108-88-3 Toluene 1077.95 362.34 0 3.58 598.83 74.62 38.59 0
232*| none Nickel compounds 6.70 0 0.30 4.91 1.50 0 0 0
272 | 117-81-7 Bis (2-ethylhexyl) phthalate 86.99 | 0 0 3.97 83.02 0 0 0
283 [ none Hydrogen flucride and water-soluble salts 3N 0 1.01 2.89 0 0 0 0
299%| 71-43-2 Benzene 26.20 0.02 0 0 26.18 0 0 0
309 | 9016-45-9 | Poly (oxyethylene) = nonylphenyl ether 1.20 0 0.09 0.90 012 0.10 0 0
310 | 50-00-0 Formaldehyde 1.38 1,38 0 0 0 Y] 0 0
311 | none Manganese and its compounds 10.87 0 0.30 5.22 5.35 0 0 0
Total 428463 | 98085 2.27 30.28 | 2,856.54 172.58 | 24212 0
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U Reducing Substances with Environmental Impact

Reducing VOCs Generated in the Painting Process {Automobile Division)
In fiscal 2004, we reduced emissions of VOCs per unit of area
painted on the vehicle body 1o 46.4 gfm?, thereby reducing emissions
by 57.4% compared to fiscal 1995 levels. The major contributing
factors were efforts to reduce the amount of use by changing the
cleaning process in the color medification phase, shortening the
cleaning time, and reducing the amount of thinner in the paints.

Sulfur Oxide (SOx) Emissions

The amount of SOx emitted in fiscal 2004 was reduced compared
with the previous year through such year-round efforts as introduction of
a cogeneration system in the Yajima Plant in the Gunma Manufacturing
Division, as well s the cogeneration system introduced and utilizing

natural gas as fuel for boilers in the Utsunomiya Manufacturing Division.

OTrends in VOC Emissions ] VOC emissions
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Reducing Use of HFC134a (Automobile Division)

To reduce atmaspheric emissions from the vehicle
manufacturing ling, we have been minimizing leakage while
pumping gas in air conditioners. As a result, we were able
to reduce emissions by 95% compared to fiscal 1996 levels.

Emissions of Nitrogen, Phosphorous, and BOD

The chart below shows the total amount of nitrogen,
phosphorous, and BOD emitted, including drainage, from all
plants in fiscal 2004.

Sulistere| Fsea) geer]| NHGeen | Pgiims| 50D |
Amaunt emitted 2003 34 9 54
fomsperyear) | 2004 36 8 80

Dioxin Emissions from [ncinerators

Incinerators were shut down in the Gunma Manutacturing
Division in December 2000 and in the Utsunomiya
Manufacturing Division and the Industrial Products Company
in September 2001. This means we shut down all incinerators
in every FH! division, ending dioxin emissions from ail sources.

U Green Procurement

Automotive Business Unit

We hefd an explanatory meeting on our green procurement activities 1o
suppliers in May 2005 to exchange ideas and to explain our efforts for the
current year. We also sponsor the Subaru Safety Environment Association
conference requlady every April to assist local suppliers in setting up their
environmental management systems (EMS). By March 2005, the EMS had been
completed by 283 out of 296 target suppliers in Japan,

We are using the International Material Data System (IMDS), 2 system that
meels global standards to measure substances, including components, with an
environmental impact, and we continue to assist our suppliers in inputting data.
Industrial Products Company

We explained our Annual Plan for Environmental Efforts to 101 suppliers. In fiscal
year 2003, all of the suppliers completed the establishment of an EMS; however, we
will continue to work on activities for environmental preservation by maintaining the
establishment of EMS and reducing substances with an environmental impact.
Aerospace Company

In April 2005, we held an explanalory meeting, again requesting
that they set up an EMS. In addition, we asked 257 suppliers to
complete a questionnaire regarding the examination and reduction of
substances with an environmental impact contained in their products.
Eco Technologies Company

We sponsored a seminar about the establishment of EMS (Eco Action
21, promoted by the Ministry of the Environment) in February 2006 with
suppliers to promote the reduction and elimination of substances with an
environmental impact, as well as to improve the yield for raw materials.
Green Purchasing

We have been promoting activities to select and use environmentally
friendly products since October 2000. The ratio of environmentally friendly
products purchased in the Gunma region reached 100% in fiscal year
2004. For fiscal 2005, the Head Office area will aim for a complete transition
to use of environmentally friendly products, and the environmentally friendly
products campaign will be promoted at gach FHI company.




~Major Progress in the Prevention of Global Warming thanks to the Introduction
- of the Natural Gas Cogeneration System and the 6,030 kW Gas Engine Method!

Prior to the enforcement of the Kyoto Protocol on February 1, 2005, the Utsunomiya
Manufacturmg Division started to operate the 6000 kW class natural gas engine cogeneration
system as the ultimate measure for prevention of global warmlng. Thrs follows the introduction
of the natural gas turbine cogeneration system at the Yajima plant of the Gunma

Manufacturmg Dlvrsron in September 2002. The |ntroduclron of thns system in other factones iS  The natural gas cogeneration
system introduced at the

now being considered in order to meet the unique energy demands of each factory. Utsunomiya Manutacturing Division j

High Generaﬁon Efficiency ‘ » » Features of the System |
L VCompared fo o Durmg mstailatron of {his syslem, we have given every consideration ; ‘
‘L _ the efﬂci_ency ‘ k to nerghborrng communities and 1o protec ing the global environment.

ﬂle;z;so fthe :%%t,‘/: B B Envrronmentally friendly design B ;
» ’dﬂrer_gas : . o An ignit ion engine (ignition plug sys em) that does not use heavy ol ‘
engine Hot water1% ¢ Effective waler-saving radiator cooling (compared with a cooling
o dederators I tower me1hod) . - - i

currently in use, Lo8s35% 4 ' ° Engrne adop ted anu vrbrauon structure. And noise rnsulahon '
X thrs sys!ems power generatron efficiency of over 44%' rarrks ae the hrghes A structures were arranged in trre“t)erldrng and on the rooﬂop 7 |
‘ . in the world. When combined with the high-effi rcrerrcy ex_haus\ hea reoovew - <> Loer exhaust emission (NOx) concemra\ron (well wnhm (he -
‘ equipment, the steam (O.S MPa) recovery rar-e-_reaohes 3‘.’83 tons per ho_ur, " ’ regulated values) o !
and the heat recovery rate reaches 21%, including hat water recovery. E3Uses a minimum of buudrng space due 10 1he compact desrgn N
: B ‘ ) Hrgh reliability and power saving due to the 24-hour real-time remote ;
Effects of Imroducing the Cogeneretioﬁ Systéhd monitoring system o - i

Since environmentally friéndly natural gas is used as fdel g Upon mtroducmg therrrgh effi rcrency DSS (Dany Srarl Daily Slop) j

ot only high power generatlon but also high energy-savmg ) ‘ operation system, we cbtained subsidies from the 2003 Alt ernauve

“effects (1 7OO kl/year in crude oil conversron) and CO: ) Energy Project Sdpporr Program. Also, the adoption of the ESCO o

emission reductron effects (7100 tons-COqfyear, equivalent ' method *' enabled us to realize effective energy-saving policies
'tov 20/% of the 1990 emission amourrt) are amr‘cipat‘ed. o wdhout any initial investment.

[J System Flowchart
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#1 ESCO method: The method according to which ESCO (energy service companies) providers supply customers who agree to introduce energy-saving policies with 36
such comprehensive services as diagnoses, designing, construction, maintenance, and cperation of buildings and facifities; help with procurement of project money, -
etc; carrying out retrofit work; and guaranteeing energy-saving effects from such projects.

ESCO companies receive part of the proms resulting from custcmers energy-saving results s a reward.
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Automobile-related companies are obligated by the Law on Recycling
End-of-Life Vehicles, which came into force on January 1, 2005, to share
responsibility for recycling and to properly treat end-of-life vehicles (ELV* '),
FHI recognizes that the role of automobile manufacturers is important. In
addition, we strive to comply with the regulations stated in Directive
2000/53/EC of the European Parliament and of the Council on ELVs
effective since September 18, 2000. [

Recyeling

D FHI’'s Fundamental Philosophy

As shown below, FHI will plan, study, and make efforts to decide what direction cars of the future as well as recycling

technelogy should take, with the goal of further promotion of streamlining and realizing low-cost recycling based on the present
situation and the future prospects of ELV.

O Qur Future Efforts

. Starting production

Startxng development

‘ o esds
0000000000G > . J\JJJJJJJJJJJ’JOQOOQO\NO\ 3‘5

Development
iy and Design

We are developing and designing
automobiles In anticipation of 2 production ‘o use, we vill continve to
recycling-oriented soclety in 15 keep the amount small, as wel as develop
years. seeycling techrlgues for waste maerials

We are devefopmg technoiogles 10
‘make the- treatment of end»o(-(de ’
vehicles more efficient.

As for waste matertals a: the stages from Wa are devaloping technology to
make use of components and
materials taken from vehicles

produced aboul ten years before,

| Law on Recycling End-of-Life Vehicles

Birective 2000/53/EC of the European

Law on Recycling End-of-Life Vehicles
Pariiament and of the Council on ELVS

The three characteristics of the Law on Recycling End-of-Life Vehicles:

The EU directive, to which FHI will respond step by step
for automodbiles introduced after July 1, 2003, includes the
following five characteristics:
< Prohibition against using substances with environmental

impact as much as possible
¢ Charge-free acceptance of ELVs
o Including recyclable ratio in requirements for type

certificate
< fssuance of dismantling procedure manuals
< Regulation on recycling ratio

© Automobile manufacturers must collect fluorocarbons, airbag-related
products, and ASR produced, and then break down fluorocarbons and
recycle the others.

© Expenses for recycling must be paid by users in advance as a
recycling deposit.

¢ Tracking reports of ELVs after they are accepted from users until they
are appropriately disposed of is required.

As for fluorocarbons and airbags, FHi established the Japan Auto

Recycling Partnership in cooperation with other automobile

manufactunng companies 1o establish a coltection system to properly

freat those items. As for ASR, *? FHI established ART*? (Automabile

shredder residue Recycling promotion Team) joinily with eleven other

automobite manufacturers. Moreover, as shown in the chart to the right,

FH! established Automotive Recycle System of SUBARU (ARSS™*“) to

respond proactively to the Law on Recycling End of end-of-Life Vehicles.

37 % 1.ELV: End of Life Vehicle

*2.ASR: Automobile Shredder Residue: Residue left after shredding of the car chassis, sorted by metat type for recycling
*3.ART (Automobile shredder residua Recycling promotion Team: Eleven companies including FHI, Nissan Motor Co., Ltd., Mitsubishi Motors Corporation, Mazda Motor Corporation, Suzuki
Moror Corporation, Isuzu Motors Limited, Nissan Diesel Motor Co., Ltd., and Mitsubishi Fuso Truck and Bus Corporation, DaimierChrysler Japan, Co.. Ltd., PAG Import. and Ford Japan

*4 ARSS: Automotiva Recycle Sysiem of SUBARU
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g Design
Promotion of Design Allows Easy Recycling

The Recycling Design Project Team researches
easy-to-dismantle parts and vehicles and easily recycled parts
structure and materials, gives feedback on the development and
design of future vehicles, and prevents ASR from being generated.

Recycling Market Research

The team members continuously visit dismantiing companies, shredding
companies, and waste disposers in various parts of Japan to exchange
views on the current and future market irends for ELV treaiment. The resuls
are used {o determine the principles for designing automobiles with due
consideration for recycling and exiract detailed subjects for fulure research.

Efforts toward the Reduction of ASR

ASR includes a huge variely of materials and chemical subsances used for
manufacturing avtomobiles, and these materials consist of a complex mix.
Conseguently, the team members completely dismantled, disassembled, and
analyzed vehicles to identify the reasons ASR is generated, and then created the
ASR Calculation Guideline for calcutating the amount of ASR generated from a
vehicle. Next, the Recycling Design Guideline was drafted lo prevent the generation
of ASR. These guidelines are utilized for the development of Subaru automobiles.

Efforts to Improve Recycle-ability
[Advances in Airbag Disposal]

Airbags and pretensioner belts significantly contribute to reducing shock to
drivers and passengers during accidents. Cn the other hand, the vast majority
of automobiles are put out of service with unused airbags. Automobile
manufacturers are asked to dispose of these airbags and similar products under
the Law on Recycling End-of-Life Vehicles, but team members are researching
the optimal structure, including related components, to pursue a safer and
gasier way of activating airbags in automobiles and their subsequent disposal.

[Advances in Wire Harness Dismantling]

Most of the nonferrous metal, such as copper, contained in
vehicles is already being recycled. However, it is thought that it can
be collected more effectively if it can be removed before shredding
the ELVs. Since wiring harmesses are instafled everywhere in an
automobile chassis, FHI is considering a structure that makes it
possible to collect more nonferrous metal in a shorter time.

o ” g

™ Wire harness dismantling
a experiment

[Easier Material Indication)

Most important is that the material in the parts can be seen easily
when we recycle. FHI started to indicate the type of material on plastic
parts in 1973 before guidelines for the industry were established. The
indication was placed on the back side of the parts, but we thought i
we could confirm the material type without dismantling the parts, we
could avoid such wasteful situations as “we dismantled the part but it
was the wrong one.” FHI will change the indication position on the

bumpers of all our vehicles, including the Legacy and the R2,

Now the material type can be seen without
dismantling the bumpers. {Subaru R2)

Efforts to improve proper disposal

The Law on Recycling End-of-Life Vehicles also requlates proper disposal of substances
with environmental impact, paricularly fluorocarbons used as refrigerants in air
conditioners, airbags, and similar products. Concerning fuiure vehicle development, FHI
recognizes it will be esseniial to preduce vehicles that can be disposed of more easily.

Reduction of Fluorocarbons

By 1994, FH! finished changing over from specified fluorocarbon CFC12 to
HFC134a, a substitute CFC that does not harm the czone layer. However,
HFC134a is thought to influence global warming. We reduced the amount of
HFC134a, and we are researching substitute refrigerants other than fluorocarbons.

ClReduction in the Amount of Fluorocarbons Used

(g)  Subcompact cars Mini cars
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The old The new
model Legacy  model Legacy
{disrbutod since 1998) (strbused since 2005)

Advances in Airbag Disposal

The PLEO The R1
(distributed  {distributed
since 1998)  since 2004)

Since they are very easy to dismantle, FH! used disc-type infiators
for passenger seat airbags to achieve easier disassembly of inflators.




Reducing Substances with Environmental Impact

We are committed lo curiailing cur use of subsiances that have an envirormental impact
at an early date, not only o reduce the damage to the global environment, bu also to
remove the need for complicated recycling equipment and operalions for ELV trealment
We think il is necessary to reduce substances that have an environmental impact;
consequently, we are making efforts to promote the recycling of parts and materials.

Introduction of IMDS

IMDS (International Material Data System) is a database system
developed by a European automobile manufacturer that FHI is using to
manage substances that have an environmental impact and for calculating
recyclable ratios. After introducing IMDS in 2003, Subaru started to
research a variety of vehicles. We will continuously strive to ensure that our
efforts are successtul to meet the requirements for 2008. In that year, the
recycling rate potential will be of vital importance in Europe.

Reducing the Use of Lead
New model compact automobiles use no lead in the wheel balancers, which
reduces the amount of lead used fo less than one-tenth the 1996 industry average.

Responding to the Voluntary Activity Plan of the
Japan Automobile Manufacturers Association, inc.

In accordance with “Substances with Environmental Impact—
Voluntary-activity by the Japan Automobile Manufacturers Association,
Inc.” {issued by JAMA in December 2002), we will promote the
reduction of mercury, cadmium, and hexavalent chromium.

U Production

System for Grade Integration of PP Plastic

Previously, a great deal of waste was created in our materials manufacturing,
compounding, and parts mold-processing procedures since we had different
mixes of PP materials depending upon the parts. In order to keep such waste to a
minimum, we promoted the integration of PP grades. Each integrated material for
bumpers and interior parts has been applied to most vehicle parts. We are also
going to further improve efficiency by making plastic materials easier to recycle.

[J How Integrated Materials for Interior Parts are Used (R1)

Green parts: Integrated materials are used in these parts.

Recycling [Eril L

Recycling Waste Materials (Paint Sludge*")

We found a way to recycle paint sludge from the paint
factory. We are recycling paint sludge as anti-vibration
materials for automobile floor panels and as blast furnace
reducer. We are also considering recycling it for other uses.
As for recycling paint sludge, the 2002 Environment Report,
“Paint Sludge Recycling Plant” (see p. 30) explains the
process in detail.

[Jamount of Paint Sludge Recycled

(Tons) 3 Uriized as blast fumace reducer [__] Utlized as ani-vibration mterals
200 in floor pangls —————

180
[&]
2160
[

120

3

Utilizing Other industrial Wastes

Continuous efforts

FHI will actively utilize recycled materials generated by
industries other than the automobile industry. For waste
materials generated in production plants, we are also
promoting development of technology so that we can recycle
and utilize the waste materials from automobile production.

{1 An Exampie of Utilizing Recycled iMaterials in the New Minicar Model R1

' Recycled bumper.materials
. (universal joint cover)

i S

; Recycled PET
| (root trim and insulator)

l Recycled PET
" {apron and ingulator)

/|

! Waste trom painted
~ humpers (bumpers)

[ Recycled bumper materials

i
. {under covers) !
LR R

%1 Paint sludge: Waste produced during the surfacer and the top coat in the car painting process. (Waste paint that did not adhere to the automabile body)
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N :
J Sales and Services

Environmental Efforts by Subaru Dealers

FHI is working on environmental issues with Subaru
dealerships as the Subaru team.
¢ Comply with environmental laws and regulations, and

further contribute to the environment of the local community.

© Continue to improve the environmental management
systems to create environment-friendly dealers

All dealers of the Subaru team are working on environmental
compliance activities under the above-mentioned mottos.
Since the simultaneous kick-off of the activities in December
2003, each sales company has set up a model base and
carried out thorough inspections of environmental compliance
for further improvement. in the summer of 2004, the Subaru
team held workshops at seven locations throughout Japan,
promoted voluntary activities, deepened the level of
awareness, and aimed to expand the activities to the
nationwide sales bases.

Currently FHI is continuing the thorough inspections of
environmental compliance and improvement activities in the
nationwide sales bases for consummation by 2005. Also, to
deal with the Automobile Recycle Law enforced in January
2005, FHI has encouraged dealers to participate in the

. seminars sponsored by the
" government and other

AIBRESET concerned organizations,
W) BLEg R " prepared the Procedural

Manual for Subaru Dealers,
and held a workshop in each
sales region in the fall 2004,

' Procedural manual concerning the
Low on Recycling End of Life
Vehicles * '

Environmental compliance
through thorough
inspections and
improvement activities

Regarding the environmental management system, Aomori
Subaru CO. Ltd. and Fuji Subaru CQ.,L.td. obtained 1SO 14001
Certification in December 2004 and in January 2005, respectively.
Now the certification has been acquired by total four Subaru
teams, including Chiba Subaru Inc. and Iwate Subaru Inc.

Using Reassembled and Used Parts

FHI has worked on environmental issues in line with
nationwide Subaru dealers as the Subaru team. As one of
our efforts,we are using recycled (that is,rebuilt) and used
parts. Using rebuilt parts*?, such as engines, transmissions
and water pumps, was started in collaboration with the
related manufacturers in 2004. Dealing with used parts,
such as exterior panels, lamps, windshields and wheels,
was started in collaboration with existing used parts network
groups in April 2004.

CJusing Rebuilt Parts
Pes guatedltens ]

Engine
Automatic transmission

Manual transmission

CVT (Continvously Variable Transmission)
Alternator

Starter

ECU (Engine Control Unit)

Water Pump

U Disposal o —A

FHI established an in-house system in 1873 to identify the materials
used in plastic parts, ahead of the timetable for industry guidelines for
the establishment of such systems. This system is very helpful when the
company collects scrapped bumpers to recycle for use in other parts of
vehicles. In fiscal 2004, we collected 41,700 scrapped bumpers from all
over Japan, which is a 1% increase from the previous year.

The scrapped bumpers were recycled for use in other parts of
Subaru as shown in the graph below,

[Progress Made in Scrapped Bumper Collection
(Unit: 1,000)
45

40 H
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(pParts Produced from Scrapped Bumpers

| deem) | Parre ]
[
Universal joint cover,
| R1,R2, Pleo :
[ undercover
r Under spoiler,
l Legacy
battery pan

%*1.This guidance describes, along with actual examples, the recycle charge deposit practice when purchasing a new car and the contractor’s takeover practice at a

dealer's shop.

*2.Rebuilt parts (based on used parts called “core”) mean parts that are dismantled, clsaned, reassembled, any worn or damaged interior components being replaced
with used components, and then resold. Reused parts mean parts that are taken from a used automaobile. cleaned, refurbished, and resold. Recycled parts consist of

those two categories.




Disposal of End-of-life Vehicles

FHI is working with companies that process end-of-life vehicles to
conduct research and development for the improvement of the recycling
processes. The results of joint development are made public in order to
contribute to the realization of a recycling-oriented society. We are also a
manufacturer that develaps and sells recycling equipment as well as
being an automabile manutacturer. We will continue to make a strong
effort to develop more effective systems in the field of automobile
recycling technology. The main technologies that we are working on
include one for recycling auto window glass, ane for preventing noise
when the airbags activate in vehicles, and one for dismantling ELV.

We are contributing to the coming recycle-oriented society
by taking advantage of our technology.

‘\/,»"‘ ~.

Automobile Environment
mantfacturing technology engineering technology

- - - - _‘.__\\
r Promotion of development |
1. In cooperation with local dismantlers )

\\ ///
Glass recycling ™ N/ ELV dismanting
technoiogy .~ technology

Airbag processing
technology

tn order to avoid complacency, we aim to achieve the best
recycling methods by making evaluations in cooperation
with other recycling companies.
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Developing Auto Window Glass Recycling Technology
Most of the automobile shredder residue from ELVs is landfilled, but
FHI believes that removing and recycling auto window glass, which
currenily accounts for approximately 20% of the shredder residue, will
contribute significantly to waste reduction and bring certain advantages.
[Advantages of glass recycting]
< ASR generation can be reduced
=0f the 3Rs (reduce, reuse, and recycle) of ASR, reduce
is achieved to the maximum extent.
¢ Actual recycling efficiency can be increased
=The year 2015: We will increase the actual recycling
efficiency up to more than 95%

Recycling

© Recyclers' burden can be mitigated
=By removing glass from an ELV, the press, shearing,
and crushing machines used for ELV recycling will wear
less, thereby reducing maintenance costs
FHI started to study a method for side-door glass recycling into glass
wool in January 2000 and developed devices for side-door glass
coftection, windshield crushing, and inner-film separation, thus established
a reuse technology for these types of glass into automobile glass. Since
April 2003, we have been expanding the amount of glass collected and
reused in cooperation with 12 dismantlers and 3 sheet glass providers.
Through the 2003 demonstration tests, the quality of glass collected by 12
dismantlers proved to be a certain level. So we proceeded in 2004 with
cost and infrastructure maintenance to incorporate the collection,
recycling, and reuse jobs into monthly routines. Based on the condition
that one dismantler can collect at least 8 tons per month (windshield: 5
lons, side-door glass: 3 tons) and constantly put them into a sheet glass
kiln, we determined the sustainable quality as a dismaniler and the
acceptable quality as a sheet glass provider. Thus more practical glass
recycling activities have been promoted.

I § P » j )

st Goilestion Wtheg |

Glass is cut with a circular saw and collected.
~ =

Tool durability has been
improved by adopling a

§ sawtooth with carbide tip" and
changing the physical-safety

ki

Foreign material mixing
prevention is improved.
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Quality Improvement of Collected Glass

The quality of collected glass has been improved
remarkably by adopting a side-doer glass collection too!
and by educating dismantlers.

[OThe Amount of Foreign Materials
Included in Collected Side-door Glass (Unit: ppm}

T 1
| | el | smwmeay |
| : WAk | mE !

—_— | :
| ron _‘_3 112.2 28.0 0.6
} Aluminum ‘ none none none
Inﬂammabies : 313 15.6 i 4.8
1 Gravel | 0.6 0.6 § none

OTool Manufacturers

o Compaagbeame | Racatioy) !
LMak»ta Corporation | Anjo City, Aichi

| Lobtex Co., Ltd. | Higashi-Osaka City, Osaka

[bismantling Companies

. _CempsowXe@e [Bocation]
Car SteelCo, Lt . Maebashi City, Gunma
| Nagano A Aulornobde Recyclmg Center Co-0p Tobu Town, Nagano
_ loajihan Recycling Center Co., Ld. _ . Minori Town, tbaraki

Qyama City, Tochigi

Tsuruoka Co., LOId.
| Metal Recycling Co., Ltd. Kawashima Town, Saitama
Koshigaya City, Saitama

ShowaMetal

|_Keiaisha Co, Ltd. ) | Yokehama City, Kanagawa
i
!

Renaissance Co., Ltd. ! Kimitsu City, Chiba

| Nippon AutoRecycle Co. 1. Toyame Clty, Toyama
Sanomaruka Co. ! Fujinomlya City, Shizuoka
Shinsei Co,, Ltd. Mihara Town, Osaka
Mitsui Bussan Raw Materials Development Co. Sakai City, Osaka

Efforts to Activate Airbags in Vehicles
- Soundproof Device -

FHI is working to develop a soundproof device to reduce
noise in the surrounding area, as well as to improve working
conditions, in order to be able to remove airbags without
dismantling the chassis. Taking both eco-friendliness and
workability into consideration, we made a six-piece lead-free
soundproof sheet that can cover a car chassis to muffle the
sound. By improving working conditions inside the vehicles,
the sound escaping from a car muffled with the sheet can
be lowered by 10 decibels when the airbag is inflated.

Overturning Machine for Dismantling: the“Tentomushi” (Ladybug)
An ELV can be anchored on the two arms of this machine
and tilted or lifted so that the parts can be removed safely
and effectively. The removed parts are recycled or reused.
Underneath lies a workbench, which receives waste liquid
(cooling water, engine oil residue, etc.) to prevent spills from

dropping to the floor.

Parts can be removed easily and
effectively by tilting the ELV,

The body of the “tentomushi” used for
dismantling an ELV.

Column |

Qur research paper on ELV Glass Recycling Technology won the
JSAE Exposition Award at the 2004 JSAE Spring Forum, This prize has
been set up to encourage revitalization and improvement of academic
expositions. FHI was evaluated for developing state-of-the-art
technology with quality and economy balanced in this field.
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Takaaki Ohtake, then manager of the Material Research Department, )
received the JSAE Exposition Award at the JSAE 2004 Spring Forum.




Logistics |

FHI is working to improve transportation efficiency, reduce packaging materials, and
promote recycling, as well as reduce the environmental burden in all areas of logistics,
including the transportation of completed automobiles, service parts, and overseas knockdown
parts, Until recently the transportation of completed automobiles was mainly done by Subaru
Physical Distribution Company, one of our affiliates, and the shipping of parts assembled in
overseas plants was done by Subaru K.D. Logistics Co., Lid., which is also one of our affiiates.
These two companies merged on July 1, 2004, into a new company, Subaru Logistics Co., Ltd.

T S R B 55 SRy ro = o

Logistics

\ \ \ . the use of cardboard and wood. For example, the packaging
B Reducing the Environmental Burden of Transporting Completed Automobiles malerial for splashguards was changed from cardboard fo

{The efforts of Subaru Logistics Co., Ltd.) stretched film, thereby reducing the use of cardboard by 1,100 kg.
When the loading ratio of the car carrier increases and the number of = —— s o N :

car carrier trips decreases, the environmental burden of transporting
completed cars can possibly be reduced. Subaru Logistics Co., Ltd.,
aimed at joint transportation of completed cars with other companies in
the same trade. In 2004 the total number of cars carried by joint
transportation (commissioned to and from other companies/our company)

Belore improvement (cardboard packaging)  After improvement (stretched film packaging)

nearly doubled to 32,884 units compared with the figure in 2000.
Alsc, the use of exclusive reusable cardboard boxes for

[JProgress in joint Transportation Volume parts transportation to domestic dealers has facilitated

(Uni;:o1 ,000) minimization of the amount of cardboard. In 2004, Ohta
33 Distribution Center also began this practice, further
% i?/o reducing the use of cardboard material by 1,200 kg.
2 .
o 20 g//g/ : D Reducing Packaging Materials for Overseas Knockdown Parts
L2
E:_ (Efforts of Subaru Logistics Co,, Ltd.)
10 The coverage of IS 14001 certification accredited to Subaru
Logistics Co., Ltd., was extended at the time of the 1SO 14001
0

regular assessment in February, 2005 to cover the Parts Distribution
Center (the former Subaru K.D. Logistics Co., Ltd., which was
engaged in packaging and transporting knockdown parts to foreign
factories). Here ig an example of the packaging for one of the
knockdown parts, camshafts, bound for North America. Camshaits

'00 ‘01 '02 ’03 '04 Fiscal year
Subaru Logistics Co., Ltd., is conducting questionnaires on
future environmental issues along with other companies in the
same trade, while encouraging affiliated transportation
companies to mount idling-stop equipment on their car carriers require special packaging care because they are precision parts.
and improving drivers’ eco-driving awareness. In 2004 the We improved the packaging materials of these parts and
number of cars transported to our domestic dealers increased succeeded in recycling and reuse by means of a combination of
by 4.2% compared with that of 2003 whereas CO, emissions polystyrene molds (A) and foam-powder adhesive-proof trays (B);
increased by only 1.0% compared with the previous year™®' this method is now patent-pending. Until now, polypropylene-made
Henceforward we will promote transporting a mixture of compact packages were dispcsed of in landfills; however, polystyrene-made
cars and standard-sized cars o enhance loading efficiency. packages can be
recycled to make
lightweight concrete,

etc., while trays,

B Reducing the Environmenta! Burden of Transporting Service Parts

(Efforts of the Subaru Parts Center)
Subaru Parts Center (Ohta, Gunma Pret.) obtained ISO 14001
certification in March of 2005. Packaging specifications for bulk
transportation to overseas factories have been revised to reduce

Improved camshaft packaging material for
transportation to North American factories

provided they are
cleaned, can be

reused after being
returned to Japan,

#1. CO, emissions: This is calculated by multiplying the numerical value (in ton kilometers}—which is the distance 1o the dealer multiplied by the weight of the completed

car—by the CO, emissions coefficient of the transport method.
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Activities of
Affiliated Companies

~Domestic Companias—

FH! pericdically convenes Environmental Problems Meetings with six of our affiliated
companies*' (excluding Subaru dealers) that produce a significant environmental burden in their
manufacturing or transpart businesses; these meetings are part of the actions of the Domestic
Affiliated Company Subcommittee, part of the Production Environment Committee, which itself is
one of the subcommittees in the FHI Corporate Environment Committee, We guide and support
the establishment of each company's environmental management system to reduce
environmental burden, which has brought results such as waste reduction and energy saving.

Domestic Affiliated Company Subcommittee

These meetings have been held in the respective affiliated companies.
The employees of other companies can learn from each other through
presentations about each company's environmental preservation activities
and see their plants. Meetings were held at Fuji Robin Industries Lid. in
May 2004 and at Fuji Machinery Co. Ltd. in Septernber. 2004.

e g - =

= ' * ._.__..__l‘ {
Subcommittee meeting held at Fuji
Robin Industries Ltd. (May 2004)

Subcommittee meeting held at Fuji
Machinery Co. Ltd. (Sept. 2004)

Also, in April of 2004 FHI had a liaison meeting with four relatively
large affiliated companies not related to manufacturing and started
working on environmental preservation activities as a group.

Examples of Activities by Affiliated Companies

in 2004, FHI's Environmental
Risk Assessment and Green
Procurement activities were
expanded to cover affiliated
companies. In addition 1o the
Domestic Affiliated Company

Gunma district study session at Ichitan
Co.,Ltd. (Nov. 2004)

Subcommittee, environmental
assessment study sessions were
held at Gunma and Tokai districts
in November 2004 in order to
gnsure environmental risk reduction
and proactive paliution prevention.
Also, since it is important for
employees to understand the
maintenance and control issues at

Robin Industries Ltd. {(Nov. 2004)

their facilities, study sessions were

held at each company regarding the concept of environmental risks and
evaluation points. In 2005 each company will promote improvement
activities based on the results of the current activities.

1 All Subcommittee members certified to IS0 14001

In 2004, Yusoki Kogyo K.K., Kiryu Industrial Co. Ltd., and
Subaru Logistics Co., Ltd., obtained 1SO 14001 certification.
This means all six companies in the Domestic Affiliated
Company Subcommittee have s ?
already obtained 1SO 14001 . '
Each company is currently

working on improving PDCA
(Plan-Do-Check-Action)
based on EMS.

On July 1, 2004, Subaru Physical Distribution Company and
Subaru K.D. Logistics Co., Ltd. merged and were renamed Subaru
Logistics Co., Ltd. The company considers the environment and
resources essential and continues to develop a clean, eco- and
consumer-friendly logistics system as well as enhancing work
quality throughout the process of fogistics service.

This company started collecting scrap bumpers of Subaru cars in
collaboration with FHI in 1986 as one of our special activities. Since
then this activity has been expanded naticnwide, and Subaru Logistics
Co..Ltd undertakes the whole process from the collecting stage to the
recycling stage, leading to effective waste reduction and reuse of
resources. These bumpers are processed into pellets and supplied to
the parts makers to reuse in a variety of interior and exterior parts for
Subaru cars, including trunk trims.

Kiryu Industrial Co., Ltd., provides customers with high-guality
services fo satisfy their diversified needs in living and business by
using its unique technology and know-how in the following businesses:
Special fitting work of compact cars based on the specifications of
Subaru cars; recycling of functional parts such as engines and

transmissions; and distribution of
car spare parts and equipment.
This company also recognizes the
importance of the environment

and seeks to do its part in making

consumer and environmentally

Kiryu Industrial Co., Ltd. friendly goods and services.

#*1.The six affiliated companies related to manufacturing and transportation

Fuji Robin Industries Ltd., Yusoki Kogyo K.K., Fuji Machinery Co. Ltd., Ichitan Co. Ltd., Kiryu Industrial Co., Ltd., and Subaru Logistics Co., Ltd.

For the lccations of their headquarters, please refer to page 5.




Activities of Affiliated Companies —Domestic Companies— |

As for PRTR chemical substances, both the amount handled and the amount released and

B Actual Achievements o the i Domestc Affliaed Companies in Fiseal 2004

Achievements in Environmental Accounting and Environmental Performance chemical substances.

transferred have been reduced. Henceforth FHI will aim at further reduction of hazardous

Regarding the environmental burden reucticn activities in the manufacturing stage, alihough As for 150 14001 certification, Yusoki Kegyo KK., Kiryu Industrial Co. Ltd., and Subaru
environmental costs increased by 13%, economic benefits increased by 35% compared with the Logistics Co., Ltd., the company resulting from the July 2004 merger of Subaru Physical
previous year. Though waste generation and energy consumption increased accompanying the Distribution Company and Subaru K D. Logistics Co., Lid., were alt accredited, and now alf six
increase in procuction cutput, the quantity of landiil waste has been reduced by almost haff, and companies in the Domesiic Affiliated Company Subcommiitee have achieved 1SO 14001
energy consumption per production was reduced by 18%. FHIis advancing toward its goal of certification. Based on the results of the Environmental Risk Assessment started in 2004, FH) wil
7810 EMiSSIONS. continve sforts for enviranmental isk recuction and proagtive polluion prevenion in 2005,

g I S

'g Waste treaiment and recycling, Reduced costs trough waste conrol and Total amount generated ton| 13,126) 12,787 | 14,692
é waste reduction 150 | 129 | 140 changesin beatment methods, pofithomthe | 1581 132 96 | Quantity of waste generated ton 992 914| 1,307
£ (D3] sles o malerial obizined rom recycing Quantity of landfll waste ton| 194] 374| 401
g Energy conservation, CO: Reduced energy cost Anccrof energy s e of vt K | 18,402} 17,857 18,562
J | emissions reduction 291 33| 37 33 91 29 | Energyconsumplion per producion | KMmBen;  30.371 36.811 43.48
= [@-2]] ’ CO:emissions 1onCO: | 30,9261 30,271 31,648
s Poliution control such as wastewater and Reduced costs from replacing PRTR chemicals
§ exhaust gas treaiment 99| 85| 79 cleaning agents (chemical agents) [¢] o] 01 Amount handled ton 118 150 131
L L. 1| B . Amount reeased and ransfened ton 72| 89} 70
§ Total casts lo reduce environmenlal burden 2781 247 | 256 | Towsaings fom awionmenlbuetrediekn P 1901 1411 125 |  nore 1. Cost categories in the Ministy of the Environment

Education, 180 14001 refated matters, Guidslines
g investigation, and others [@] 67) 81} &4} S g 1 BUS;TlifiZ: rs:ﬂ:::)sitjoszs
g - Pradue esearch and delaprert (@] - 89 110 112 @-2 Global environmental conservation costs
£ Total Investment costs 1566 | 171 | 176 ] {Tota investment benelts) currently NiA 0 0 0 @3 Resource circulation costs

Cost increment for material changes, Reduced costs by changing raw @ Upstream and downstream costs
£ | measures for endotffe producs, materials v g: g:g:secf:ea:;a;;‘;‘gp‘?;f wosts
g social contribution, environmental 171 181 41} Virgin material procurement costs 0 0 0 (5/ Social activity costs
& | measures, and others reduced by using recycled : @ Environmental damage costs
851 [@GeQ] materials @ Other costs

b:r&a“o_ﬁ{er costs L 17 18| 411 Totel other banefits ....._0 0 0 Note 2. PRTR chemicals: Only amaunts exceeding ane ton a
= ot e e it 4 year al each PRTR applicable manufaciuring division

were calculated {or those exceeding 0. tons a vear for
specific Class 1 Designated Chemicsl Sutstances).

f@Sales Amount EEnvironmental Costs B Amount of Waste Generated| | BlAmount of CQ: Emitted

Total amount of the six affiliated Total amount of the six affiliated Total amount of the six affiliated Total amount of the six affilieted
companies: 6.7% companies: 2.1% companiss: 15.2% companies: 11.7%

Ttat amoun

Tital amoun? ; I
/86,151 tons!

34,5 billion y

“Tdtal amount)

)
Qi1 billion/7eR

FHI: B3.3%

_Total amount
264,000 tons-E0%

FHi: 97.9% FHl: 84.8% FHI: 88.3%

EAmount of PRTR Chemical

Substances marked with the * are specific Class 1 Designated Chemical Substances(Unit; Tons per year)
3 ; - T : 5004 i Substances Released and Transferred

2%

"-’E‘%ﬁ@‘i 3 L2 A : 2 ik d; Total amount of the six affiliated
40 100-41-4 Ethylbenzene 4.80 3.25 0.08 companies: 6.7%
63 1330-20-7 | Xylene 47.05 30.02 0.68
68 none Trivalent chromium compounds 5,12 0.26 0
69 * none Hexavalent chromium compounds 7.10 0 0 ”ﬂlmw amouny
227 108-88-3 Toluene 50.33 37.08 0.86 1,086 tong
283 none Hydrogen fluoride and its water soluble salts 1.50 0.18 0
Total ~ 11580 | 7079 ¢ 1.62 | FHI: 93.3%
#1 Calculation of the results for the 2004 fiscal year (April 2004-March 2005) is based on FH! Environmental Accounting Guidelines. For FHI Environmental Accounting, 46

refer to pages 15~16.
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\ctivities
Affiliated

Companies
-Dverseas Companies-

Y

FHI and five afiitiated companies in North America (314, SOA, RMI, SCI, SRD)*' have established the
North American Environment Committee (chairman; Mr. Oikawa, president of SIA) under the Corporate
Environment Committee, and the fourth and the fifth meetings were held at SIA in Sept. 2004 and in Feb.
2005, respectively, with the attendance of Mr. Suzuki, senior executive vice president and chairman of the
Corporate Environment Committee, Through such a framewaork of group activities, global environmental
efforts such as reporting environmental conservation activities at each company and discussing future plans
have been carried out.

SCI, a sales base in Canada, and SOA, a sales base in the U.S.A., established the environmental
management system and obtained ISO 14001 certification in January and February 2005, respectively.

, Ve . \ ) BAmount of energy consumed
' Qverview of Activities in the Five North American Companies =
’ 2 60,000
I ’
SIA, & production base of Subaru automobiles, and RMI, a = 53,378
o B A
general-purpose engine assembly factory, obtained 1SO 14001 in 2 50,000 —: 47'7,?G 455,40
[« 4
1998 and 2003, respectively. Both companies have already .§ 40,000 — ]
addressed environmental protection activities. The five North g '
o G ;
American companies have minimized waste generation and § 30,000 >
reduced the amount of waste directly landfilled by recycling waste & 20,000 — E :
) ! i i
in the factories and offices. Their energy saving measures include S 10.000 : g .
the following: retrenchment of unnecessary energy consumption .g ' : ? 3 ‘
by reviewing the machinery running hours; prevention of air leaks g 0 éoo'b é061 2002 206' . 2'004
in the factory; cut-down of excessive lighting; and monitoring the Fiscal year
temperature of air conditioners. Furthermore, they have worked on Note: 2000 & 2001: actual performance by SIA alone
. . ) . . 2002: total of SIA, RMI and SRD
reducing the use of water in the offices by saving and recycling. 2003 & 2004: total o five companies

§

EWater amount used
(1,000 tons)
700

621
600 —1 7 561
- Lo [ 510
$ 500 L "‘
North American Environment Committee Senior Executive Vice President Suzukiis § 400 1 z ; : f
inspecting the paint sludge recycling plam g o ) 4 : ;
® 300 4 . 3 4
EWaste 2 i ?
(ton) Amount generated [__| Amount landfilled g 200 4 i E
- 50,000 . [ P
g | MEEEE e
= o § K k ' i t
5 400001 d O 2000 2001 2002 2003 2004
5 . Fiscal year
Q =
E. 30,000 _; 4 Note: 2000 & 2001: actual perlormance by SIA alone
E o 228855 22121 2002: total of SIA and SRD
T 20,000 H:. L [* 18,577 2003 & 2004: total of five companies
2 | [
'g 10,000
=3 4130 i
E L | L 31300
2001 2002 2003 2004
Fiscal year

Note: 2000 & 2001: actual performance by SIA alone

2002: total of SIA, RMI and SRD
2003 & 2004: total of five companies

*1. SIA: Subaru of Indiana Automotive, Inc.; SOA: Subaru of America, inc.; RML: Robin Manufacturing U.S.A., Inc.; SCI: Subaru Canada, Inc.; SRD: Subaru Research &
Development, Inc.  For the locations of each company, please refer to page 5.



Activities by Affiliated Companies —Overseas Companies— |

Environmental Accounting of North American Companies

The North American group companies tentatively introduced environmental
accounting in 2004 to deal with environmental issues more effectively. The following
table shows the total amount of environmental costs for manufacturing, sales and
research of SIA, SCI, and SRD aggregated in accordance with the quidelines of FH's
environmental accounting. The grand total of environmental protection costs stands at
1.082 billion yen (breakdown: environmenta! burden reduction costs: 736 million yen;

investment costs: 303 million yen; and other costs: 16 million yen.) i 100 ionen

1. Costs t Costs for reducing environmental burden

reduce caused in the production stage, waste 735

envitonmental | disposal costs, energy saving costs, and :

burden pollution prevention costs

2. Investment | Costs for reduction of environmental impacts

costs anticipated in the future and costs for R&D, as
education, {SO 14001 maintenance and ’
management

3. Dthar costs | Costs except for abovementioned and cost for 016
environmmental-purpose social contribution ’

EA—_— .

vugcasmA ‘ Total of 1, 2, and 3 10.82

eevionmaral protagion

Note: The details of environmental effecis are omitted due 1o the probiem of accuracy.

Environmental Activities in Individual Companies

Reducing Waste

SIA has established a policy to bring to zero the amount of
waste directly landfilled (for detalils refer to page 51.) SOA and
SCI have replaced conventional wooden crates with repeatedly
used plastic containers for packing reassembled engines and
transmissions. SOA included its parts center in the coverage of
ISO 14001 certification. This parts center has adopted
returnable pallets for parts transportation to the vicinal retailers,
recycled unnecessary used cardboard and reduced waste.
RMI completely switched to returnable cardboard boxes for
parts transportation. SRD, which had so far purchased oif and
other liquids in small-sized containers (disposed of at landfills
after use), changed them to reusable large-sized containers.

- — [,

3

i S

Returnable cardboeard box (RMI)

Returnable pallet (SOA)

Preventing Global Warming

SIA curbed unnecessary energy consumption by reviewing the
running hours of the furnace in the paint factory, reducing COz
emissions by 3,145 tons. Also, air leak prevention and excessive
lighting reductions have been addressed in the factory.

EICO: emissions at SIA

{Thousand ton-COz)
14

11.7

12
105

9.5

—_
(=]

0w

Amout of emission

2000 2001 2002 2003 2004
Fiscal year

Reducing Amount of Water Used

RMI has installed a water recycling system used for general purpose
engine pressure cleaning inspections. SOA has mounted infrared water
conserving faucets in every bathroom in the head office to save water.
Thus each company has made efforts to reduce water use.

Chemical Substance Control

SIA is now replacing conventional paint with a low HAP
{hazardous air poliutant) content paint as one of the measures
for mitigating impacts to the ozone layer. The use of TRI (toxics
release inventory) chemical substances was decreased from
1.96 kg per vehicle in 2002 to 1.82 kg in 2003. Therefore, total
emissions were decreased as shown in the following graph.

i@ Total amount of TR) chemical substance released

{1,000kg)
1,000

800

f2d
(=g
o

Py
o
o

Released amount

n
(=l
o

2003
Fiscal year

48




49

1 2005 Environmental & Social Report

Reducing Environmental Risks

SIA has taken measures against spills of gasoline or antifreeze liquid
pumped into storage fanks or into paint solvent recovery facilities from
tankers and reduced environmental risks. More specifically, the perimeter of
the tanker stop position was covered with concrete so that fiquid spills would
not spread, while valves (these can be closed when liquid is being filled)
were installed to prevent the spilled liquid from flowing into the storm drain.

|

| The concrete cover installed
: 1 in front of the paint solvent

o - recovery facility

The pond within SIA
premises where geese
hatch every year

Social Contribution Activities

Subaru Cherry Blossom Festival (SOA)

The cherry trees, which were sent to
Philadelphia from the Japanese government
in 1926 as a symbol of the U.S.-Japan
friendship, bloom beautifully every year. To
perpetuate the friendly spirit, a Philadelphia
Cherry Blossom Festival was held by the
Philadelphia Japan-U.S. Association in
1998. Since then the association continues
to present 100 cherry trees every year,
aiming at planting 1,000 cherry trees by
2007. SOA has held a one-week Subaru
Philadelphia Cherry Blossom Festival in

Poster of Subaru
Philadelphia Cherry
Blossom Festival

front of these newly planted cherry trees every spring since
2003, contributing to the introduction of Japanese culture.

Support through Fund-Raising Campaign

SIA helped the March of Dimes (a medical-related volunteer
group), the American Cancer Society, the American Heart
Association, and other groups with their regional fund-raising
campaigns. RMI extended a helping hand to Hudson Hospital
starting last year. SC| gave monetary support to Tread Lightly

(actual eco-experience activities). SOA donated a Subaru car
to environmental outreach educational programs for children
in New Jersey, Pennsylvania, and Delaware, sponsored by the

- -

e - TSl New Jersey

Academy for
Aquatic Sciences
(headquartered in
Camden, New
Jersey).

Subaru car in full-swing in the Environmental
Conservation Program

Commendations

1A Recsived the Prize from the National Registry of Environmental Professionals™

SIA was recognized for its outstanding activities in waste
reduction and recycling with an Environmental Excellience
Prize in the category of “Solid hazardous waste” in the 2004
Environment-related Commendation (applied to activities from
May 2003 to April, 2004) hosted by the National Registry of
Environmental Professionals, a NGO group. SIA recycled 93%

of its total waste
generated in 2003.
In the same year, its
waste generation
decreased by 4%
compared with
2003.

Stalt is pleased with prize winning

SRD Received the 2004 Cverall Environmental
Excellence Prize from Washtenaw County

SRD (in Ann Arbor, Michigan) won the most famous environmental
prize in Washtenaw County, the Overall Environmental Excellence
Prize (applied to NGOs and companies in Washtenaw) from the
Washtenaw County Drain Commissioner's Office for SRD's activities
in recycling chemical substances, discharging clean water,
eliminating underground fuel tanks, preventing spill from fuel storage
tanks, etc. The awarding ceremony was held during Poliution

Prevention Week in
September 2004.

*1. The National Registry of Environmental Professionals: A nationwide body, consisting of more than 20,000 members, which certifies environmental professionals. They
are accredited by the ICAB (International Certificate Accreditation Board) and recognized by the Department of Energy, the Environmental Protection Agency, and other

organizations in the U.S.A.



SCI (Subaru Canada inc., a Subaru sales base in
| Canada) obtarned ISO 14001 certltrcatron in January

2005 together wrth the corporate dealer SOMI (Subaru
) of MlSSlssauga) SCI consrders that reducrng
envrronmental burden and assuming responsrbrlrty for

f
| envrronmental mprovement erl bnng the next

lA a deneratrcn‘a better life. In lrght of the currently growrng
» envrronmental awareness of the people of Canada rt |s
o _most important to carry
' out eco- fr‘rendly -

busrness SCI s better

implementation of | EMS
~ will also be useful for its

busrness operatlons

_ SClhead office receiving the certificate. SCI chaitan,
MrOsakabe holds the cenrlrcal»on ( the left)

-SOMI. the dealer. also-obtained-- - ——
ISO 14001 certification

_7 Environn'ae-ntali_i\/lanage-n{teht _Policy of SCI

Topics

Subary Ganada, Inc., is acomrrltted corporale cilzen dedicated to proiecting e earth's natural -
esources, lhe local and natrcnal enrrronmenl and human heallh. This commiiment extends furthes than
s megfing glies: ated environmental laws and regulalions; il encompasses the iniegration of sound
environmental practices in all of our business decrsnns. Specificelly, Suban Canada, Inc., is commitied fo:
¢ Complyhg m‘l\ all eﬂw‘rorrnental favs, regulatlons.' and other requiements relatetl lo our bushess 7
acl‘witiés R '
o Imple‘renllng efiective o Huton pr ievention sys s lhal pro«ect 0 8, wai, awd ld
4 lrlplementmg eFectrve  mpiovement aclwrttes .elaleo rl anergy, wasle, and waler reducllort 7

cs,lablrhng 3 oorporatewrde piogiam fo reduce [ese, & nd rwycle n aIl .rnasol o vorporallon.

e Implemenllrg aculve ol continul i inprosement as elales el busress acliviles trgl fave & N

impact on the environmen.

Actlvrtles in 2004
In 2004, SCl accomplished 3. 5% growth in the number of
sales despite a 34% decrease in energy consumption and a

64% decrease in the amount of waste landfilled compared
with 2003. Major activities included the use of returnable

containers for rebuilt engines and transmissions, recycling of

massive cardboard, and lnetallatlon of the recycling boxes for

paper, plastic, bottles, etc. in the office.

! SOA (Subaru of America, Inc., the sales base of Subaru

bo h the head orfrce (|n Cherryvrlle New Jersey) and the

parts drstnbutlon center in New Jersey, in February, 2005.

“Environmental activities. - .
are very important for
that each individual
L 4 ke . ihese activities and play_
* hisfher rofe.” (Excerpt from

the greeting inthe =~ -— -~

. SOAHead Office

Kunro Ishrgamr
Chairman, President and CEQ - T e

{ Environmental Management Policy of SOA
SOA under stands its responsrblrty fo the global environment, soclelyaflrge, our cuslomers,
our dlstrrbutnon nerwork and o employees As we condusl o busness operatons inlo lhe

h.tu fe. we comml to establrshmg and marnlamng a ellcslrve envil ormerlal managerrenl system

tat fext ends lu her thanist meefing he slated envxronmental lats anc 'egulators andthal

_ encompasses | lhe infegi allorr of sound environment al praclrces n all ol our brsmess dEClS‘

 We committo the following:

¢ Comp iance wrth al ewrronmenlal laws and regula ions and olher requr ements rela ed to our

btsmess aclwmes

OHS

® Implemenlalron of effeclrve pclltton prevenllon systems thal protect w alf .ar\d and valel,

employee pariicipatein =™ °

autornobrles) obtalned SO 14001 certmcatron whrch covers ‘ ]

" Tglobal bisingss operations. T
_Mtisespecially essential __ . __

__Management Conference)

and delivered to recycling companies.

¢ Corserva fion ol nat ural fesouices by reducrng reusrng and recyolrng male lals
o Conli tnous |mp'ovement ol our Enwonmew al Managemenl System (EMS).
¢ Crealion of employee awareness and comrrltmen 1o SOAs Envnonmental °hrlosoph) ano

Pol iy

) Workmg Wil h SOAs busmess oarhers 0] |mp ove t‘lerr operational rmpacl on the errvrronment

Actlvmes in 2004 .
The e parts dlstnbutlon center proactrvely worked on the

cardboard recyclrng started in January, 2004 and

recycled about 82 tons ln ayear. Also the use of

returnable contarners for reburlt engrnes and
- trﬂemrssrons rncreased

The SOA head office
- carrled out varlous »

programs, mstallrng

contarners for trash

Used cardboard boxes no longer
required are'compressed by'a
compactor in the parts distributicn center

separatlon for recyclrng

conditioner use, and saving
uwate‘r' by mounting infrared
—water Ccnserving faucets

" into bathrooms.

1 “SOA reduced energy

' consumption by 10.1%
cornpared with 2004.

Environmental News posed in the cafeteria,

saving electricity during air

|
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,k SiA’s efforts ?or Resource Circulation Summary of F\’esource Circulation in SIA
SIA obtained 1SO 14001 as early asin 1998 and has srnce _ SIA deals with waste generated in the course of business
carned out actlve envrronmenta! protectron actrvmes In as shown in the table below.

] partlcular it has worked on mrnrmrzmg consumptron of Waste is separated as minutely as possible. The waste,
| possmle by curbrng waste generatron proper drsposal and minimize the environmental burden in the following

. v e N S L R L
i cyclrcal use of resources. SIA started the pro;ect wrth
: -

professronal recyclers in 2001 to mcrease the amount of

_recycled material while decreasrng the amount of direct energy source for urban areas and local mdustnes in

| i
} e e e e A O G MR e e
| f

_ waste landfm The transmon of the amounts of waste Indianapolis. In 2004, SIA directly landfilled 284 tons or
generatron and drrect !andhﬂ is shown in the foHowrng graph ~ waste, but after the recycling system was established, the

amount of direct landfill dropped to zero since May 2004.

resources to reduce as much of the envrronmental burden as including moisture, is dried for the next disposal process to

__processes. For example, wastewater s\udge, dirty paper, andh__

|
i
=
{
P
| S—
¢
i
L
i
i

L ITotal amount of waste generatrpn in SIA o o
Total amount of direct landftill !
- -“(Thousand ton) {_5-Amount generated [ -] -Amountandfilled

- 50 =
o ——Q o= - -

= 43.444 ) Relurned to venders
E g — . Trim caps Separale‘d“r and eused
- ] Rttt
; c . TT , - E ¥ -
{ é & 4 N Paint solvent Collected lasdgesopsin "
: & . ¥ e ) y- Quisodreed forrecycle to
[ k : e e J P dge..{.- - - > S i o
[ % ‘ A % arnt sludge Dried Slasto meterl

S 20 . P
=gl %1 & - " Wastewater | * o o Thermaliy *
R S - oo o sludge . | T 7T T ¥ . recycled . .
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1 > Trim caps Paint solvent Paint sludge
S Approximately 28.1 tons of The collection system*' In May 2004, a paint sludge drier was pul into operation. Paint sludge
. caps from transmissions, for the solvent used in the includes approximately 80% of moisture, which decreases tc 5% after
‘ | engines, etc. were returned painting process was being dried in the drier. Previously, paint sludge with high water content

10 suppliers. Also Styrofoam installed in 2002. In 2004 was outsourced to a recycler for disposal, but now the drying process
! etc. (approximately 51.3 tons) | approximately 489,000 minimizes the amount of water. The recycled sludge is reused as raw
was returned o suppliers for | liters of thinner was material for parking ot bumpers.*

.4 reuse. quality-governed and

R L Waler content of paint sludge is
reused after being distilled.

redugced to approximately 5%

Various types of caps are Paint solvent recycling Paint sludge is :
gathered by employees on system racycled into parking
the sidelines. ' lot bumpers

%1, Regarding the recycling of paint scivent, please refer to page 49 In “the 2004 Environmental & Social Report”.
#2. Regarding the recycling of paint slugge, please refer to page 48 in *the 2004 Environmental & Social Report”.




Social Report

Fuji Heavy Industries Ltd. (FHI) has the ph_’ilosophy'that we must be responsible for not only directly meeting
customer needs in our operations by providing products and services but also that we must take responsibility
throughout all our corporate activiiies, which inc/udes compliance with laws and regulations, environmental
protection, human rights protection, and consumer protection.

In addition, we think that the economic and social/humah,aspects of corporate activities cannot be
separated, and thus taking social responsibility should be fundamental to our operations. So we would like to
be a better corporate citizen who continuously contributes to the sound, sustainable development of our
society, which includes customers, local communities, shareholders and investors, affiliate companies,
stakeholders, and employees. ' '
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Compliance

In order to become a company trusted and respected by society, FHI makes
group-wide efforts to ensure compliance with laws and regulations. Our basic compliance
policy is provided for by the Compliance Regulations as follows.

“We regard corporate compliance as cne of the most important tasks for management,
We strongly recognize that our company-wide efforts toward regulatory compliance make
for a solid management foundation, and therefore, we carry out open and fair corporate
activities in compliance with social norms, as well as all laws and requlatory requirements
and internal regulations for corporate activities.” (From our Compliance Regulations)

a Fundamental Philosophy

Corporate Code of Conduct and Conduct Guidelines

FHI has established a Corporate Code of Conduct (see page. 7)
and Conduct Guidelines (23 items in total} as the standards to
ensure compliance with laws and regulations. These are described
in detail in the
Compliance Manual,
which all officials and
employees carry in order
to ensure legal and
regulatory compliance in

their daily actions.
Compliance Manual

Compliance Declaration

In order to maintain strict compliance, it is essential for
corporate leaders to declare the stance personally. In May 2003
FHI's president, Kyoji Takenaka, issued a declaration entitled
“Toward further enhancement of company-wide compliance
activities.” In the message, he declared that he would take the
initiative to ensure that he and all officials and employees comply
with laws and regulations in order that FHI will continuously grow
to become a company that has earned society's trust.

System and Administration

Compliance Regulations

FHI established the Compliance Regulations in 2001 after
approval of the board of directors. These regulations contain basic
compliance policies, which provide for the system, organization,
and operational methods related to corporate compliance.

FHI's Compliance System/Organization and Administration

A Compliance Committee has been established as a
company-wide committee organization to promote corporate

compliance. The committee conducts deliberations and
discussions, renders determinations, and exchanges information on
key compliance issues. The Senior Executive Vice President, Mr.
Suzuki, who is responsible for the Legal Affairs Department serves
as chairperson of the committee, and the committee members are
essentially officials with executive power, responsible for
management of the respective departments. Every year, each
department devises a compliance implementation plan (compliance
program) to enhance corporate compliance and takes the initiative
1o advance continuous and systematic implementation activities.

Compiiance Hotline System

FHI established the Compliance Hotline System as a
communication route bypass, providing employees with a direct
route for reporting any detected problems with compliance, in
February 2003. Within the organizations, the basic flow for
reporting, communications, and consultations is supposed to be
from the bottom up. However, if the communication flow does not
work well under some circumstances, the Hotline System can be
used as a supplementary communication route.

The Compliance Hotline Desk that was set up in the company
receives the report directly from the employee and then
investigates and handles the matter. The name and department of
the employee who reported the matter are processed under strict
rules of confidentiality, unless the employee agrees otherwise. Due
consideration is given to ensure that the employee does not suffer
any disadvantage by reporting compliance problems.

ECompliance Hotline

in the even Thalyolr supsrvisal.:
does not property handle the
compliance p Iems that you have
reported or disgussed, of in the event
that for some rggson that you cannot
nolify or consult pith your supervisor;

®;
Employee D

Compliance

*Consuliations of complaints about problems
related to sexual harassment should be directed
to the Sexua! Harassmant Consultation Services.

Basic route for reporting and consulting

'
AR A AR R T ST

24 Supervisors




' Fiscal 2004 Resuits of Compliance Activities

Examples of FHI Efforts 1o Entrench Corporate Compliance

Providing Compliance Education and Training Programs

Compliance education and training must be provided continuously and
systematically so that each official and management-level employee
maintains a high level of awareness of compliance and ensures compliance
with laws and regulations in his or her daily actions.

In fiscal 2004, we offered an educational program of compliance and
legal training through a variety of educational courses organized by our
legal and personnel and training departments. More than 4,000 officials
and employees in our group companies took these courses throughout the
year.

In addition, as voluntary activities for each department, we provided
workshaps on laws and regulations with deep repercussions for each
respective department, such as labor laws, the Antimonopoly Act, and the
Road Trucking Vehicle Law, as well as compliance workshops using the
booklet titled “100 Case Studies of Compliance Issues.” The booklet
presents easy-to-understand questions and answers for cases that could
be happening around employees, such as issues that must be handled
carefully, issues that are difficult to judge, and matters that employees
should be aware of as individuals and as members of society in their
everyday work situations. These booklets were distributed to officials and
employees of the group companies. The 100 Case Studies have also been
introduced to companies outside our group companies as requested, in an
effort to make a
contribution to raising the
awareness of compliance
with faws and regulations
in society.

100 Case Studies ot Compliance issues

Providing Compliance Information and Educational Activities
Our legal, environmental, and personnel depariments actively distribute
a wide variety of information to help raise awareness of corporate
compliance. Such information includes an explanation of laws and rules
and information on revised rules, as well as examples of incidents and
accidents invelving corporate ethics either within or outside the company.
We continued to provide information

e

|| O i— Ly | . . .
gl it | * inmore accessible ways, .g. via
EmETE etters and e-mai
[ =ZmEmeansnl company newsletiers and e-mails
T I - -
-&‘»;m“,{¥ entitled “Compliance Information

il . .

s &:‘:3«3':..1 and Legal Information E-mail
T T b o ) .
. \ /,@ I*  Magazine, in a continued efiort to

" el educate our employees.

Compliance Card From 2004, we have designated

Compliance R0

October as the company-wide Compliance Month in response to guidelines
for the Corporate Ethics Month specified by the Japan Federation of
Economic Organizations. During the compliance month in 2004, we
distributed portable cards containing a message from the compliance
committee chairperson to our officials and employees, introduced
e-igarning over the intrangt, and invited presentations from lecturers so that
we could entrench the awareness regarding compliance.

Our efforts for Personal Information Protection

in fiscal 2004, we made preparations for the Personal Information
Protection Act, which came into full force from April 2005. In response to
enforcement of the act, we enhanced our previous efforts to protect
personal information under our codes of conduct by reviewing our internal
system and regulations and announcing our personal information protection
policy (privacy policy). For domestic Subaru dealerships, because they
directly handle a large amount of our customers' personal information, we
managed to thoroughly overhaul our internal systemn for each dealer and
prepared and made use of the Personal Information Protection Handbook
for Subaru Dealer Staff 1o help each staff member properly understand
personal information protection.

Compliance with Antimonopoly Act

Compliance with Antimonopoly Act

We provided workshops to pursue strict compliance with the
Antimongpaly Act by publicizing the Antimonopaly Act Handbook that we
newly prepared 1o explain instructions for business operations in detailed
and concrete manner, in addition to the  Antimonopoly Act Compliance
Manual that we revised in fiscal 2003. On top of this, we expanded the
scope of aur workshops on the Act against Delay in Payment of
Subcontracts, which was revised in April 2004, to include other companies
in our group in an effort {0 ensure and preserve fair trade.

Activities toward Group Compliance

In order to ensure compliance with laws and regulations, not just FHI but
also alf the other companies in our group must join forces and work in
harmony. For this reason, we sponsor compliance training at each of our
affiliated companies and domestic Subaru dealers and provide handbooks
and textbooks in an effort to promote group-wide compliance with laws and
regulations.
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FHI strives to provide products with good environmental and safety

Relationship
with Customers

performance and actively promotes the development of human-friendly,
impressive products, aiming for harmony between automobiles, people,
and society. In order to guarantee that customers are fully satisfied, FHI

also values communications with each of our customers and makes Subaru

team-wide efforts to meet customer expectations.

d Creating Safe Automobiles

The fundamental philosophy behind “Creating Safe Automobiles”

With the aim of harmony between automobiles and society, Subaru is
making great progress in achieving excellent environmental and safety
performance and is pursuing improvement in total safety using state-of-the-art
technologies while trying to provide human-friendly automobiles.

Subaru has been making advances in high-performance AWD*' that can
provide drivers with safe, comfortable, and fun driving on any road. In
accordance with our belief that attaining ideal driving dynamics will lead to
safety, Subaru has been focusing on development of sophisticated active
safety technologies to prevent accidents, as well as passive safety
technologies to ensure safety

in the event of an accident.
N ‘ Subaru is proactively
fg/?”D ”V'ngk\\\ involved in development of
4 \\\ both active and passive
W salety features, in an effort to

achieve harmony with both
environmental protection and
energy saving.

Efforts to Create Safe Automobiles

Subaru continues to progress in developing superb vehicles with the following
two safety features:
« Active Safety for improving performance of our automobile’s basic drive, turn,
and stop functions and to prevent accidents using advanced safety systems; and
* Passive Safety to protect passengers from collisions and to pay due
consideration to and coexist with pedestrians and small vehicles.

In accordance with Subaru's concept of safety, that vehicles should be sale in
any situation, and through the proactive utifization of state-of-the-art technology,
Subaru is able to offer that vital capability, safety, to its customers.

Development of Driving and Safety Technologies

True mobility demands that cars be able to drive freely anytime, anywhere, in any
environment, according to the driver's will. In order to ensure compatibility between
people, vehicles and society, Subaru is promating research ang development of the
Subaru IVX*® a3 a vehicle for research on autonomous automalic operation, with the
igea that avoiding accidents altogether wouid be uliimate safety.

The IVX is an autonomous automatic operation vehicle that combines the Subaru
core technology of foward recognition using stereo cameras with automatic
quidance technology using high-precision GPS.

Subaru used ADA {Active Driving Assist), which was commercialized through

Philosophy of Subaru's Intelligent Vehicle Development
Our philosophy is intended to provide the market with an original, innovative system resulting from our research activities that will allow vehicles
to have more sophisticated and streamlined features, with the aim of compatibility between ultimate drivability and active safety.

Multi-band antenna

NAVI(Navigation System)

GPS Artificial Satellite
Roadside Infrastructure Software Defined Radio (Global Pgsitioning System) Wm
ETC(Electric Toll Collection Systern) \ ¢ - 2

‘_{/ Telematics

HMI(Human Machine Interface)

. -
@ OSRC(Dedicated Short Range Communication)
3 e

Inter-Vehicle Communication

Throttle-by-Wire

™ Optimat Force Managernent

Bke-by-Wire

55 %1 AWD: All Wheel! Drive
*2 VX Intelligent Vehicle X



image recognition technology wilh a stereo camera, to achieve these functions: the
lane deviation atarm, the following distance (proximity) alarm, cruise control to

b, « maintain following distance, and the curve

Stereo © alarm, The Subaru ADA, an integrated system
camera !

consisting of a stereo camera and a millimeter
wave radar, recognizes a wide variety of traffic
conditions in front of the driver, even in bad
weather. The ADA provides on-target
assistance o the driver's awareness and

U Milimeter | judgment and helps drivers feel more
wave radar

comfortable and less fatigued.

Subaru ADA

Collision Safety

Subaru is always pursuing rational car body construction on which safely,
lightweight chassis, and driving are based and employs an original lightweight,
high-strength, safe chassis, the ring-shaped reinforcement structure, for various
models such as the Legacy and the mini cars.

The latest mini cars, the R2 and the R1, have also been designed to
guarantee safety, precisely because
they are small. Each of them fuses the
high level of collision safety ensured
by the new rib-like frame chassis with
weight reduction in a well-balanced
combination, making drivers feel more

relaxed and letting them achieve
maximum saiety in case of an
emergency.

We at Subaru feel we must make every possible effort in order to minimize
damage to the automobile-oriented society by taking into account paterns of
accidents that may occur in actual traffic situations.

Subary is striving to give sufficient attention to expansion of safety equipment,
such as air bags and seatbelts, and adoption of a seal structure to reduce
whiplash injuries, which accounts for a substantial share of injuries in accidents,
as well as protection of the automobiles, motorcycles, and pedestrians with
whom drivers may collide. Subaru is involved in the development of automobiles
under the principle of safety called compatibility (or mutual salety), striving to
complete automobiles with a wide variety of safety features.

In order to efficiently develop many of these collision safely features, Subaru
uses CAE simulation technology, the all-weather car-fo-car collision test facilty,
and the latest whiplash measurement iool, a human dummy, to develop
state-of-the-art safety technologies.

Safety levels can never be too high. Thus, Subaru is tirelessly pursuing

The lztest «whiplash measurement tool, a human dummy

CAE Simutation Technology

Relationship with Customers EINE L

improvement in safety performance so that everyone can be relaxed and safe
while driving.

Car-to-Car Collision Test
Facility

ki

About the TransCare Series

Making User-Friendly Automobiles

FHI has been manufacturing and selling vehicles in a
series called TransCare, vehicles for the disabled, since
1980. TransCare, a word coined from “Transportation” and
“Care,” was registered as a trademark for Subaru's vehicles
for the disabled. Subaru is now focusing its efforts on
developing laborsaving devices that can be easily used by
both caregivers and care-receivers.

Outline of Vehicles for the Disabled

Subaru offers a wide selection of TransCare automobiles,
from the zippy Sambar, a mini car, 1o the Legacy. a
standard-sized car for enjoying long-range drives. In fiscal
2004, Subaru installed the TransCare Wing Seat* to the new
R1 (mini car) simultaneously with its launch.

R1 TransCare Wing Seat

Also, in response to the increasing demand for wheelchair accessible vehicles, our
Sambar mini car offers an elecirically operated wheelchalr liter® hat allows for loading
and unloading of passengers in wheelchairs. We als offer a type equipped with a
stretcher®, which allows for loading and unioading of passengers who are lying down,

Sambar Dias Wagon TransCare Electricalty Operated Lifter

%1 Wing Seat: A rotating front passenger seat 10 allow tor easy loading and unloading of passengers. %2 Wheelchair Lifter: This is Japan's first wheelchair lift that
uses the Side-lifting System (introduced in August 2004}, This wheelchair litter is an electrically operated lift that provides passenger security and safety by loading and

unloading from the side of the car, instead of from the road.
first van-type mini car that is equipped with a stretcher {as of August 2004)

*3 Stretcher: This is a bed with wheels to carry patients who are lying down. Subaru's Sambar is Japan's
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Sales Results of TransCare Series

With the aim of sharing the happiness of living with cars with all
people, Subaru develops and distributes vehicles for the disabled so
that disabled and aged people can enjoy a safe, comfortable ride.
Our sales results are shown below.

Furthermore, we have been working on the expansion of the
software for the sales of the vehicles for the disabled, promoting the
acquisition of the certification of Service Care Attendant for Sales
since 2004,

HiSales Results of Subaru TransCare Series
{Units [ standard (Small) cars Mini cars
800

600

523

Sales results
F-N
(=)
(o)

99 02 '03

For Customer Satisfaction

The Subaru Customer Center is where Subaru provides customer
services under FHI's quality policy. The Subaru Customer Center consists
of a Customer Relations Department where we receive questions and
suggestions from customers, a CS Promotion Department for ensuring a
high leve! of customer satisfaction, a Service Department, where a variety
of service plans are developed to secure comifortable driving for customers
who have purchased Subaru cars, and the Subaru Academy, which serves
to provide education for Subaru dealers both domestically and overseas.

[ SRR TR S 8 abi B & se S S Mot oot tha BertaPties. St s Rasocoh 5 fo £ 1 S =T

Customer Relations Departmen

Within the customer relations depariment, the Subaru Customer
Center has been established to gather the firsthand views of our
customers. Since communication is exchanged mainly by means of
telephone and letters, we ensure quick and on-target responses to
inquiries and consultations from our customers, based on our action
policy of promptness, sincerity, and attentive listening. In the case
of questions that cannot be handled immediately, we provide
responses after consulting with related departments and Subaru
dealers.

Market phenomena, and requests and suggestions from our

FHI considers customer satistaction the first priority '}
and will work constantly to improve products and ﬁ
services to provide world-class quality. 1

customers are released in internal reports issued weekly/monthly/se
mi-annually/annually. We believe that making use of feedback from
our customers for corporate activities eventually leads to
development of products and services that satisfy our customers.
We believe that customers’ voices represent their expectations of
Subaru. Therefore, we would like to continue to serve our customers
through good communication with each one and to be a company
that makes our customers feel great about our relationship.

Results of fiscal 2004 Activities

The team dedicated to customer consuitation services has been
providing services since its establishment in May 1982, In fiscal 2004, the
number of consultations we received drastically increased, due to the
increase in the standards of customer derpands and the establishment of
consultation by e-mail, We received a total of 60,000 inquiries (129%
compared to the last year), and among them, 7,000 items (126%
compared to the last year) were problems that were pointed out. A total of
about 56,000 inquiries {33% of overall) were made by telephone, and
3,200 (8% of overall) were made by e-mail, and about 500 (1% of overal))
were made through letters.

Furthermore, we created the manual for customer relationships. Thus,
we enhance total quality by improving customer satisfaction by high-class
customer relationships including dealerships, increasing Subaru fans
through communication of Subaru's views, and reflecting customer’s
voices in products, quality, sales, and service of customer relationships.

CS (Customer Service) Promotion Department

We, as the Subaru team that includes dealers, as well as all divisions
and departments within the company, aim to provide the highest level of
satisfaction to our customers. Customers’ opinions that we have received
through deaiers and Subary questionnaires for customers are incorporated
into products, quality, and sales via related divisions and departments.

Fiscal 2004 Results of Activities

Immediately after the Legacy was launched, we began to
conduct customer satisfaction surveys every year to listen
sincerely to the voices of our customers, and we have

incorporated the results of the

BAS
surveys into the improvement
SUBARD vey provem:
S POWER UP A activities of customer services
auin: and equipment at dealers. In
addition, providing the Subaru
HI-FyIART CS Power Up Guide for the
- faduiv nfg , . G
AN R YT communication of hospitality to
customers, all staff at dealers
strive to create Subaru shops
supported by customers.
ADRMAINS
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. Subaru Standard
s Subhry Follow-up System
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Service Department

Subaru has adopted the Subaru Follow-up System*', our service
system that ensures a safe, secure, and comfortable experience with
your car, with coverage from the delivery of the car to the third-year
compulsory inspection. Subaru also holds nationwide service skill
competitions in an effort to improve the technical skills of dealers’
service mechanics.

Service Mechanics’ Entry for WRC Rally

Since 1990, Subaru has sent mechanics selected from
nationwide dealers to the WRC (World Rally Championship)
regarded as the summit of motor sport competition. In 2004,
Subaru participated in Japan's first WRC Rally Japan as the
Subaru Rally Team Japan, which entered Group N, the class
nearest to mass-produced cars, and let two cars complete
the race. Again in 2005, 14 select drivers plan to join the
WRC rally scheduled for September.

These mechanics set entry for a WRC rally as one of their
goals and hone their technical skills in routine work every
day. In addi

EREE T

tion, they learn a real sense of judgment, skills,
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and teamwaork in
the harsh conditions
of the rally they
experienced. These
experiences lead o
exact, quick

eaeRey.  maintenance for

Selected mechanics maintaining an mpreza in the
WRC Rally Japan

3 n
customers' precious
cars.
Approaches to Product Recalls

Qur efforts to improve the quality of Subaru products based
on information from customers all over the world contributes to
product improvement and further polishes the Subaru brand.
Quality information about Subaru automobiles ts collected from

global dealers through our dedicated Internet network, by fax,

and phone. Based on the information collected and

investigations of vehicles and parts, we handle problems as
foilows:

(1) Our number one priority is to provide customers with security
while driving their cars. Problems are handled in accordance
with domestic and overseas laws and regulations.

(2) Announcements of product recalls are made to customers
through newspapers, direct mail, and the FHI website™.

Subaru Academy

In response to the enhancement of the global sales network, FHI opened
the Subaru Academy in January 2005 at the Subaru Comprehensive
Training Center, an educational facifity located in Hachioji, Tokyo. The
Academy provides a two-leve! hierarchy of educational programs that
systematically trains personnel from recruits to management. First, the
Business School for Management accepts dealer management and
persons in charge of administering sales and service at home and abroad,
with the aim of strengthening the sales force of the entire Subaru group.
Second, the Training School accepts young persennel from sales, the
service front, and mechanics in an effort to improve technical skills and
abilities 1o respond o customers. The newly established Subaru Academy
is expected to accept about 12,000 trainees per year.

Education and training for domestic Subaru dealers have been
previousty provided in the Fuji Gakuen in the Tokyo Office located in
Mitaka, Tokyo. In order to further improve customer satisfaction, however,

. the name Fuji Gakuen
was changed to Subaru
Academy and renewed
as a facility for human
resource development
for both domesiic and

overseas Subary

Appearance of Subaru Comprehensive Training Center

dealers.

*1: For the Subaru Follow-up System, please see page 57 of the "2004 Environmental & Social Report.”

%2 FHI website: htip://www.fhi.co.jp/recall/main htm
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Relationsk
with

FHI is currently seeking to reinvigorate our corporate culture, focusing on
@ development of a free, openhearted, and aggressive creative group. Aiming
at establishing a highly original, vigorous organization, we approach the

development of systems from a wide range of perspectives, including the

Employees

wage system, career planning programs, training programs, and benefit
programs, so that employees can take on a higher level of challenges.

AT —=

Employment

Employees Data

Concerning the hiring of new employees, we have been recruiting
under the definition of seeking individuals as independent personne!
who can find problems on their own, find solutions, and generate the
required results, and personnel with strong individuality.

The number of employees over the last five years is shown below.

B8 The number of employees over the last five years is shown below.
] R 0a A 00d LA 00e

SRR Fith ot A bR 4ok’ e,
PATR— 13589; 93,1 {13448: 93.1 |13242; 63.1 {13221 93.2 |
{ichidng tzvprary {Femak 10090 69| 990 69| 9845 69| 93] 638

14598 14438 14335 14184
Now employees| 488 202864 | 242 1864 | 276 1860 | 304 : 871
(among regular [Femai 461136 381136 | 45:140) 45:129
employees)  [yuy| 32 338 280 » 349

Establishing workplaces that allow motivated, competent
women to play active roles. (Positive Action *')

Since 2002, FHI has worked to establish an environment that allows all
employees, men and women, to work dynamically and equally in demonstrating
their abilities in all workplaces, with the aim of building a free, vigorous corporate
culture.

After the Law concerning the promotion of measures o support nurturing of
the next generation took effect in April 2005, each company has been further
required to implement measures to improve the employment environment. For this
reason, we plan to gradually take positive action company-wide after April 2005.

@Creating New Value

Securs human resources wilh a variety of

indivicua! skills regardiess of sex and let the
anhances their malivazion 1o work and lats them make employaes make full use of their capabiiities,

, fudl use of their capabilifes. In addidon, seeing some in order to pravide products and services that
femals stalf play an active 1ol stmudaces olher female == mest new needs and lo anticipate the need for
and malé sialf, leading to improverments in proguctiily, products and services in a diversified market.

((( Need for and Effect ot \>>
s PRV AN P

(DEnhancing Motvation 1o Work and Productivity
Kowing bath mala and lemale personnet 1o squally
show thelr abiliies and receive fair evaluations

Positivu Action

@Securing the Labor Force

In this era o an aging society wih lewer chidren,
domnsizing of in-house personng, and improvement in tha
efficiency of operagons, secie G000 human fesowrces
separdhess ol sex and a vide variety of high-gualily l2oor
lorce, showing that we provids & pasiive work
environmert and leity evehuate employees’ capabllijes.

__. @Improving the Corporate Image

= Companies that fosler personnel and
let them demonstrale their abilities -
create confidence and are ragarded
as promising companies by
customers, partners, and
shareholders.

Employment of People with Disabilities

When the Law for Employment, Promotion etc. of Persons with Disabilities
was revised in 1976, we began employing people with disabilities in fulfilment
of our social responsibility. In order to enhance the employment activities of
the disabled, FHI organized the universal project team in the Gunma
Manufacturing Division in 1399 to incorporate the concept of normalization*
into the system. Currently, employment activities have been developed into
activities of creating an attractive corporation where all motivated and
competent pecple are given opportunities to contribute.

The proportion of FHI employees with disabilities was 2.0% at the end of
March 2004, and 1.89% at the end of March 2005. In the Gunma
Manufacturing Division, employees with disabilities accounted for 2.4% of all
employees at the end of March 2004, and 2.2% at the end of March 2005.

" Cotumn

l'\w;rdthor;EiéelIehtl‘ ‘P,ér‘fvormance for Emi:loyménl of Disabled Persons

FHi received the FY 2004 Award for Excellent Performance for Employment of
Disabled Persons from the Tokyo Association for Employment of Disabled !
Persons. We believe thal this award represents he high evaluation of the

: company-wide efforts 1o create an appealing corporation where all motivated and
| competent employees are given opportunifies to contribute, with an emphasis on
working together. Although in 2003, FHi's Gunma Automobile Division received
" the awards from the Gunma Prefectural Association for Employment of Disabled
Persons and the Japan Association for Employment of Disabled Persons, this is
the first fime for FHI, the overall company, to receive awards.

Labor-Management Relations

FHI and the FHI Workers' Union have established a
labor-management council for promoting smooth business
operations and mutual communication. In recent years,
labor and management have maintained good relations. No
disputes between labor and management have arisen
during the past four years. The FHI Workers' Union is a
member of the Confederation of Japan Automobile Workers'
Union, through the Federation of Fuji Heavy Industry Labor
Unions.

#1: Positive Action: Company’s veluntery, active efforts to abolish sex discrimination derived from the fixed awareness of separating sex roles or based on history, if it

exists, in eflect between male and female employees.

#*2: Normalization: One of the concepts lor a welfare society or preparations to realize the concepts; i.e. socially vulnerable groups, including disabled people and senior

citizens, should be given the same living opportunities as those enjoyed by other people




Relationship with Employees [l i 0a]

i Development of Human Resources

FH! aims to develop personnel who, with a clear awareness of their missions and respansiiies, can
{ake the intiative in developing their own future career plans, wilh self-actualization. The development cf
Fuman tesources is based on OJT {on-the-job raining)." whichis training conducted through actualjob
experignce. However, combining OUT with QT (0f-4hedjob raiing) and sel-Gevelopmen arogrms
ona voluntary basis enables more efiective and efficient development of human resources. Furthermore,
FHI pursues comprehensive development of humar rescurces by adopling the sefl-visuafization system,
the rotafion system, the open recruitment system, and the personng! evaluation system.

B Providing Motivated Employees with Opportunities 1o Grow
Visions of the future FHI's poticy of human
resourees development

[ 'wan! to work internationally.
Action policy tor empioyees
in the FDR-1

| want to anhance my strengths.
[ wani fo advance my career.

Personnel System {Human resources development system}
P it S s e A AR S i A
Setf-visualization Rotaton Syslem OpenRecuiment Ssem  Derornel Exchn Sysm - 5Kl D cprment

' Lo P

ete.

System iresdnniengser)  Rasomachdegin gt ©
o ernision whas ol Toscekooedpior T C This sysiem was - he spirlcof Support emplayees
busitess experonces i et and o edm il you nrodwedinoder | challenge itself sell-gevelopment
 you vt e to have ar heright serson lor wmnerareor . is highly ' trough OJT, OFF
o e cowse o e ! te b heough ouisianding talents ©  regarded. . 4T nd seff-
retenyews, fhadng , | xperence in ¢ fere and o develop e . development
! amuhiinese, L ot ang diions.  nelftha: sics out. programs.

&Open Recruitment System

Now businesses
Important business opportunity
Urgent business

Employees

“I want to make the best use
of my wlents”
“I want 1o advance my career”

-
N
Cuitivate human resources with the spirit of challenge
Establish a free market for careers within the company .

. Mine rare and outstanding talents / Put he right person In the right place

Benefits Package

My Vision

Starting in October of 2003, FHI introduced a new program for the
benefits package called My Vision. The My Vision program provides
assistance in diverse forms that facilitate smooth business operations
and help each employee to lead a healthy, high-quality life. The main
concept of the package is creation of tangible and intangible assets.

Choose.

Self-development, Life

@ wan! to spend mora time
with my family,

@ want to purchase a heme.

@ wan! to take care of my
parents.

@1 want lo establish my awn

fifestyle.

@1 want to make contributions
in diverse fields.

@i want (o develop my abfiitiess

@1 want to grow.

@i want to increase my value.

Health and Safety

FHI strives to create safe, comfortable workplaces for employees
and continuously carries out activities to prevent employee traffic
accidents and to support employees’ physical and mental health.

Basic Philosophy, Basic Policy, and Promotion Organization

Basic Philosophy of Health and Safety
Health and Safety take priority in any business

Basic Policy of Health and Safety
Aiming for no disasters regarding occupational accidents, traffic
accidents, diseases, and fire disasters; all employees recognize the
importance of health and safety; improve the equipment,
environment, and working methods; and improve management and
awareness in order 10 create safe and comfortable workplaces.

| Creatng 1
: Health Care ‘ \C,gg‘fi?‘gable . Disas:
. Subcqnmea; Environment |
Subcomittes .

Occupational
hocident - | Pravettion

Prevention ,
Subcamnitee Subrommites .
H

A .".'"".'"":f,:'“ Sve—"

< Tafic Aceident !

Occupational Safety

FHI has been conducting activities to help raise each employee's safety
awareness, improve management of the workplace, and eliminate risks.

To raise awareness, KYT* and the Hiyari Hatto™ Activity were implemented.
To improve management of the workplace, a self-management activity called
TSZ* was introduced at an early stage in each workplace. In addition, in 2000,
FHI introduced a unigue small-group risk assessment system to improve each
employee's safety and to eliminate risks.

As shown in the chart below, the number of accidents is decreasing. We will
continue to focus our efforts on improvement, aiming at attaining zero disasters.

EANumber of Qccupational Accidents and Occupational Accident Rate

[_INumber of occupational accidents

{Cases) - Frequency rate -©- Frequency rate —

100 (FHI Automobite Division)  (verage olMeriteawrery) | 15
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#1 QJT:On the Job Training %2 OFF-JT:OFF the Job Training %3 KYT: Training for predicting dangers; K: Kiken (Danger); Y: Yochi (Prediction); T: Training  *4: Hiyari
Hatto: Activity to collect cases of near-miss incidents. 5 TSZ: Total Section Zero (related departments and sections make combined eforts {o attain zero disasters).
#6 Frequency rate: The number of deaths caused by occupational accidents / Actual overtime labor hours x 1,000,000
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" Column.

Gunma Manufacturing Division Introduced OHSMS

With the aim of improving occupational health and safety, such as a
reduction in on-the-job injuries, the Gunma Manufacturing Division
introduced the Occupational Health and Safety Management System,
OHSMS, in April 2005.

The OHSMS is intended to raduce on-the-job injuries and improve
the level of occupational health and safety by converting main disaster
control from the conventional reactive measures to proactive risk
managemen! and implementing promotion of autonomous
management of accupational heaith and safety, clarification of duties
and rules about océupational health and safety, and identification and
T e ", elimination or reduction of

METATI AT LIOHSMSIR 0T | e o0 hazardous factors

A 2 Minoru Tamura, then chiet
- B A o] ceneral manager of the
+ Gunma Manufacturing
Division, giving the grée(ing
at the OHSMS kickoff
ceremony

Health Care

In November 2004, our medical officer and counselor exchanged opinions
with each other during the panel discussion under the theme the "Current
State and Prospects of Mental Health Care: For a Vigorous Workplace with a
Good Atmosphere for Employees to Communicate” as a part of the 20th
Company-wide Health and Safety Congress (as shown in the photo below). To
help reduce the amount of employee sick leave, we have also been working
on early detection and treatment of
diseases by adding extra
examination items to the legal
diagnostic items, so thal employees
are always in goed physical and

mental condition and can take full

Sceste ftom the 28th Company-wide Healh and Sefey Congress

advantage of their skills and abilities.

Creation of a Comfortable Working Environment

In order to implement the government guidelines for a comfortable workplace,
FHI has been systematically working to improve every item addressed by the
guidelines, including working environment, working methods, and environmental
equipment. Also, in order to create a
more comfortable workplace, we have
been working on improving lounges,
restrooms, and dining halls and
adopting universal-access designs in

our facilities.
In July 2004, FHI started a revision

Stampring press equipped with sound
insulation {the Second Stamping Section,
Yajima Plant, Gunma Manufacturing Div.}

of its working envirenment standard by

4

addressing the revision of laws and regulations and reviewing the standard from
the employees’ perspective. FHI set a standard for every item, and for some
items, the FHI standards are five times as stringent as those required by law.

Tratfic Safety

FHI undertakes various efforts to prevent traffic accidents that
could occur in the course of business activities, commuting, and
private time. For the major activities in fiscal 2004, outside
experts presented traffic safety lectures in all our offices, and we
distributed the Safety Driving Manual aiming at skitl improvement
as employees of transportation machine manufacturer.

" Column |

§uhomiya Manufacturing Division was Honored as

- aNationwide Excellent Office for Traffic Satety

In January 2005, Utsunomiya
Manufacturing Division, by
recommendation of the Tochigi

Traffic Safety Association, was
honored as one of the Excellent
Offices for Traffic Safely af the 45th
National Traffic Safety Campaign
Central Conference. This was
because daily efforts for traffic safety
in the division were highly evaluated.

Tsugio Kinhara, then manager of Utsunormiya
Manutacturing Division's Security Section,
holding the certificate of commendation

Prevention of Fire and Disasters

Disasters, including fires and explosions, would negatively influence
our business activities, employee safety, and local communities. in
order to eliminate disasters, or to minimize the damage in the event of a
disaster, we are striving to improve facilities and equipment, to enhance
management, and to conduct emergency drills on a regular basis.

Column |

"j‘p‘s‘nélf’-de”fénse Fire Brigades,Prdd:uced‘Good Results

In May 2004, the Self-cefense Fire Brigade of the Tokyo Office look second place in bolh the k
male and female categories at the 33rd Fire Drill Presentation hosled by the Mitaka Fire Siation, In ‘
November, the Self-defense Fire Brigade of the Utsunomiya Manutacturing Division won a viclory
at the 28th Fire Fighting Compefiion hosted by the Utsunomiya Fire Self-defense Association,
Thess acsomplishments wese he resul of
the enhancement of the fire preveniion
sysiem in recognition of the importance of
aarly fire extinguishing and traifing
executed to prapare for the coningancy.

The Fire Brigade of the Tokyo
, Office produced good resuits

EeartonetRe St




SOCIAL
INVOLVE

SOCIAL INVOLVEMENT EXET I

FHI, as a member of scciety, would like to take on social responsibilities through activities
suitable for Subaru's contribution to society, e.g., contribution to fields related to Subaru products,
contribution as a manufacturer to fostering human resources for the next generation who are
involved in manufacturing, contribution to the development of the communities around our

factories, and providing support for each employee participating in community activities. FHI will
actively promote these activities in an effort to support the sound, sustainable growth of society.

T B T T T e

4 Social Contributions

Conlributions to Development and Promotion of the Vehicle Culture

In Europe, where the automotive 2

culture was born, motor sports are
very popular and are a part of
people's lives. In order to further
develop and promote the
automotive culture in Japan, we are
involved in many activities al home ~ 'mpréze racing in WRC

and abroad, and participate in the World Rally Championship (WRC) and
the Japan GT Championship. At the first WRC Rally Japan last year, Subaru
Impreza became the overall champion, attracting the attention of rally fans
at home and abroad. Subaru gets feedback on technical skills cultivated by
the experience of participating in these motor sport competitions.

Subaru Visitor Center

We opened the Subaru Visitor
Center at the Yajima Plant of Gunma
Manufacturing Division, one of our
main plants, in July 2003, which is
the 50-year anniversary of FHI.

The first flocr of the Subaru Visitor
Center houses an entrance atrium,
which expresses a wonderful
encounter between people and cars
created by Subaru technology, and
an exhibition hall. On display in the
exnibition hall is a Subaru 360,
which played a role in the start of
Japan's motorization, a rally car that ~ Exniition hall
participated in the WRC, and a succession of noted Subaru models. On the
second floor, there are technology and recycling laboratories where Subary’
s future-oriented technologies and environmenta! efforts are exhibited,
which allow visitors 1o learn about automotive culture and history. Subaru
Visitor Center has an annual capacity of 100,000 persons and is open to
the public. ™' The Center is also available on weekdays as a part of the
social studies curricutum for elementary school children. So, visiting the

Center in combination with plant tours further strengthens children’s interest
in learning.

Assisting Development of Human Resources for Manufacturing

In addition {o accepting plant
tours for elementary school children
by the Yajima Plant of Gunma
Manufacturing Division, we have a
website called Subaru Virtual Land
Plant Tour. *2 This websile describes
a series of automotive manufacturing
processes using animation and
photographs to help visitors easily
understand, in the hope of
encouraging future engineers.

Also we have been actively ’
involved in the development of future human resources for manufacturing,
such as undertaking internship programs for students to provide job
experience, holding the Parent-Child Vehicle Class during summer
vacations, and sending engineers as lecturers 1o universities or colleges.

Backup for Employees’ Volunteer Activities

We think that even if
Subaru, as a company,
actively promotes
contributions to society, such
activities cannot generate

substantial results suitable for
Subaru without the motivation  Used prepaid cards collected
of each employee.

For each employee to feel a real sense of contributing to
society, FHI is involved in various activities to support
employees' efforts, e.g., clean-up activities around the factory
during lunchtime, blood donations at the company dispensary,
in addition to, the readily available volunteer activities of
collecting used postage stamps, prepaid cards, bellmarks, and
pull-tabs from empty cans and contributing them to voluntary
organizations to help developing countries or the handicapped.

#1.1t is open to the public only on the second Saturday. Reservations are required for the tour. (In tiscal 2004, about 62,000 elementary, junior high, and high school
students and about 12,000 adults visited the Center) %2 Website of Subaru Virtual Land Plant Tour: http:/iwww.fhi.co.|p/child/index.html
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Involvement in Local Events

FH! promotes exchanges with
peocple from the community by
participating in a variety of local
events and by holding annual
events for the public.

It has been ten years since

Subaru Friendship Concert

the Gunma Manufacturing
Division jointly organized the Subaru Community Exchange
Association with local partners. The Association sponsors many
events every year. One of those events is a classic music concert,
the Subaru Friendship Concert, played by the Gunma Symphony
Orchestra and others. This annual concert is free of charge, but
people who come to the concert are requested to bring such
household commodities as towels, soap, or detergents as a
donation for local welfare institutions. We also sponsor flower
planting activities and a charity golf tournament in an effort to
contribute to local communities.

The Gunma Manufacturing Division participated in the local
festival, where volunteers among the employees in the division
carried an employee-made, full-scale mikoshi {portable shrine);
everyone enjoyed themselves.

As described above, customer appreciation festivals sponsored
by each office were crowded with many local people.

@Ma]or Events in Fiscal 2004

Gunma Subaru Appreciaxions Festival was held at the Yajima Plant
Manufacturing | Friendship and Appreciation Festival for locals
Division and employess famifies was held at the QOizumi Plant
Supported the Chta City Firework Show
Supported the Subaru Cup Baseball Tournament
for Children
Supported the Joshu Ohta Subaru Marathon
Participated in the Ohta Festival
Participated in the Oizumi Festival
Sitama ] Summer Evening Festival.
Manufacturing o . . )
o Participated in the Kitamoto Festival
Division
Tokyo Office Summer evening festival was held.
Utsunomiya Friendship Festival for locals and employees familiss.
Manufacturing | The Bon Dance Festival for locals and empioyees families.
Division Supported local summer festivals

To the Kitamolo Festival (\ndusmai ProouctsCompany)

Contributions to Sports

FH! sport clubs consist of a baseball team and a track and field team.

Again last year, our baseball ieam represented Ohta City, Gunma Prefecture, in the
Infercity Baseball Tournament and cleared the Kita-kanto prefiminary to iake partin the final
round &t Tokyo Dome.

Baseball classes for children organized by members of our baseball team are popular
events in which many children who dream of becoming a major-leaguer in the future take
part.

QOur track and field team entered the New Year Ekiden Road Relay (All Japan Jitsugyodan
Ekiden,) a local New Year's rite held in Gunma Prefecture, for the fifth consecutive year since
2001. Qur team has gained a higher-ranking each year and received the enthusiastic cheers
of the crowd on the roadside. In the ekiden held on New Year's Day his year, our team won
anupper ranking and acquired the right o be seeded in next year's ekiden.

Amember of our track and field team was chosen as ane of representatives to enier the
world marathon championship, which will be feld this August in Helsinki, and thus atiracts

steeply increased atlention from the track and field circle.

Baseball classes for children organized  New Year Ekiden Road Relay
by members of our baseball team

Opening the FHI facilities to Communities

FH! opens its health and welfare
facilities to the communities.

For example, swimming pocls,
grounds, tennis courts, and employees
clubs are available for general use free

of charge or for a small fee

Subaru Swimming

In addition, we established a civic
hall in the administrative building of our company housing, provided space for a
disaster prevention warehouse, and opened a park on our site to the public as
part of our contribution to the communities.

Disaster Aid

in 2004, there were many disasters /N\
worldwide. FHI donated to disaster 3 _

refief efforts around the world. In e
particular, we donated power
generators from Industrial Products
Company, which we think helped

"\

Subaru Generator (power generator}

many victims in the hope of
encouraging the victims by turning
on the lights in areas with the electrical lifetine disconnected.

% 1.The period available depends on each facility.
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@ Regional Activities

Cleanup Activities

The 17th Cleanup Campaign this year!
Cleanup around the plants of Utsunomiya Manufacturing Division
On Saturday June 26, we implemented the Cleanup Campaign as a pairt of our

coniributions 1o the local communities, with the aim of beautifying the environment

around the plants of the Utsunomiya Manufacturing Oivision. In the early morning,

230 persons got together (o pick up litter and mow the grass around each area: the

main plant, south plant, and south plant no. 2. This activity was the seventeenth

annual, starting from 1988 in the hape that we could contribute to the local

communities with an awareness of beautifying the environment around our plans.
deItE [, Ll

fOR e o ICRCIeantpACINIY
Clearup of Kanayama, Ohia Ciy (orgarized by the Subay
Cormyurity Exchange Associzion; ebaut ST peopie parcipated)
Septerber | Geanup o Kaneyama, Ola Gy frrizd by Ctea Gl aboxs
300 peoghe paricipalsd om the Suba Community Bxchange
Associaion)

Plkapika Kiamoin Omalass Program {Kitamoto-cly Volurtary
Cleanup Program)

The 7th Pikapika Kamoto Omakase Program Clean up asound he
- Dhvision A ol o 1,195 people o the Indusia Prodhicts
Carpany pariripaed inthe rine tean up sessions implamentad
InFY2004)

Manufacturing
Division

Industrial April 22
Products
Company

L e A F [1 Y

May: Opening ceremony of cleanup of
Kanayama (a scene in May 2005)

September: cleanup of Kanayama

il
%

"& i "N y ™
™ “,{ "”!.‘»41_4 .

April: Pikapika Program

Collecting about 100 kg of fitter

Cooperation/Donation/Support to Special Events

The FHI Automotive Business Unit participated in such
special events as the low pollution vehicle fairs, which allow
visitors to have a firsthand look at low pollution vehicles. The
Eco Technologies Company has demonstrated wind power
generation systems and other environment-related products
at environmental exhibitions in many areas of Japan.

H Participations in Exhibitions

May 25 (Tue) ~ May 28 (Fri) !
2004 NEW Environmental
Exhibitiona

Tokyo Big SightiNippo Co,, Ltd.

May 18 (Wed) - May 21 (Fri) Society

Automotive Engineering sslfg:zna of Automotive
Exposition 2004 Engineers of Japan
Jun 5 (Sat} ~ Jun 6 (Sun) Yokohama Ministry of

Eco Car World 2004 Minato Mirai 21 {Environment etc.

Qct 6 (Wed) ~ Oct 10 (Sun) |Pacifico
Japan Aerospace 2004 Yokohama

Oct 13 (Wed) — Oct 15 (Fri}
International Home Care
and Rehabilitation Exhibition
(HCR2004)

Nov 2 (Tue) ~ Nov 7 (Sun)
38th Tokyo Motor -
Show

Society of Japanese
Aerospace Companies

Japan Nationa! Council
of Social Welfare
Health and Welfare
Information Association
Japan Automobile
Manufacturers
Association

Tokyo Big Sight

Makuhari
Messe

Oct 19 (Tue) - Qct 24 (Sun) |Nagoya
World Congress on ITS, International
Nagoya, Aichi 2004 Exhibition Hall

Oct 23 (Sat) - Oct 24 (Sun) {Tochigi Science

Japan Organized
Committee

Tochig! Prefecture

Cleanup Fair 2004 . Museum

Jan 14 (Fri)— Jan 16 (Sun)  {Makuhari Tokyo Auto Salon

Tokyo Auto Salon 2005 Messe lassociation

Feb 11 (Fri) - Feb 13 (Sun) {Makuhari Camping & RV

Camping & RV Show 2005 |Messe Show Executive
ping Committee

The Utsunomiya Manufacturing Division continuously
executed green fundraising, a part of our social
contributions that employees started in 2000, and raised a
high amount of funds like in the previous year. The fund was
donated to the Tochigi Green Promotion Committee. They
are supposed to use the fund mainly for forest maintenance
and conservation, which will finally help ensure our valuable
water resources and prevent global warming.

green fundraising

64
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g Awards

Industrial Products Group received the
Supplier of the Year Award

Industrial Products Company, Robin Manufacturing USA Inc. (RMI),
and Robin America Inc. (RAl) received the Supplier of the Year Award
from Cummins, a major US leisure-generator manufacturer. This was a

in Japan and the United States,
as the Industrial Products group
are in charge of design,
assembly, and sales of the V-2
cylinder engine , a generator

power source made by Cummins,

The awards ceremony

Subaru 380 and Shinroku Momose entered the Japan Automobile Hall of Fame

In the fiscal 2004 Japan Automotive Hall of Fame, the Subaru 360 was chosen
as a historic car, and Shinroku Momose, the late FHI director, was admitted to
the Hall of Fame. The Japan Automotive Hall of Fame was established in 2001 to
honor great achievements of people or automobiles that contributed to the
development of the automotive industry, academics, and culture in Japan, as
well as the establishment of a prosperous motorized society, and to pass those
achievements down 1o future generations. The Japan Automotive Hall of Fame is

supposed to select a historic car and Hall of Fame inductee every year.
2008 BREmaeme—— R

The awards ceremony of the Japan
Automotive Hall of Fame. Mrs.
Momose (far left on the stage)
received the award on behalf of the
late Mr. Momose at the National
Science Museum in November 2004,

Subaru 360

Environmental Education

Elementary Children First Visited the Tokyo Office for a Social Studies Tour

On October 12, an employee
of the Subaru Engineering
Division of Tokyo Office visited
the Musashino City Third
Elementary Schoot to conduct
a class, and in return, the fifth

The class scene

grade students who attended

the class visited the Tokyo
Office on October 18. The
Tokyo Office has not previously
allowed tours because the
development department in the

office requires complete

Visiting the Design Studio

secrecy. As a contribution to
the local community, however, the office decided to allow a tour
for the first time. The students who attended the class on the
automotive industry and Subaru cars enjoyed the office tour,
seeing actual car design drawings, experiencing the temperature
limits for cars, and test driving the Samber EV.

Subaru Environmental Exchange Meeting for Elementary School Children

On July 8, we held the Subaru Environmental Exchange
Meeting, as a part of the class for fifth grade students from Ohta
City Niragawa Nishi Elementary School. Under the theme “Protect
the valuable Earth!” the object of the meeting was to think about
what we should and can do to protect the current and future
earth. The meeling included a film screening, experiment, and
quiz, which were very popular with the students. Elementary and

e e junior high schools in Ohta City
‘ have a high level of
environmental awareness and
have actively worked to
acquire the 1SO 14001
certification.

it

Environmental Exchange Meeting

Lecture on Environment at the Prefectural Technical High School

We held a lecture on the environment titled "Manufacturing and
the Enviranment” on July 2 at the Prefectural Utsunomiya Technical
High School, which acquired IS014001 certification from a third
party in 2002. The lecturer introduced our product lines,
environmental policy, flow of activities, and corporate environmental
concepts, and then described our concrete efforts classified into
the direct effect and indirect effect regarding manufacturing and the
environment, and finally explained our future environmental
activities titled “What Kind of Environment are We Aiming For?"

The lecture scene
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(JPLANT SITE DATA

Gunma Manufacturing Division

Gunma Manufacturing
Division

;L Gunma Manufacturing Division, Main Plant

fLocation] 1-1, Subaru-cho, Ohte, Gunma  [Sitg aree (building atea)] 590.000 m? (320,000 m?)
{Products manufactured] Automobiles (R1, R2, Pleo. and Sambar models)  [Number of employees] 3,607

Ewater Poliution Data
(DlSCha ae PJbI;L fivers Reguladom Water PoHuno.xCon roV Law Gunma Prefectural Ordinances)

25 13 0.6 2.95

50 23 04 523

5.0 0.6 0 0.13

0.1 0.01 0.01 0.01

_Lead 0.1 0.01 0.01 0.01
Hadeidomm| 0.5 0.05 0.05 0.05

ElAir Pollution Data (Regulation: Air Pallution Control Law)

T T -

150 112 100.3

. 180 77.0 64.0
NOx Boiler 230 114.0 114.0
250 128.0 84.1

Lo Dry-ff furnace 230 52.0 27.2
Boiler Q.25 0.070 0.048
oM 0.30 0.140 0.080
Dry-off furnace 0.0 0.009 0.004
0.35 0.002 0.002

Gunma Manufacturing Division, Yajima Plant

[Location] 1-1, Shoya-machi, Ohta, Gunma  {Site area (bullding area)) 550,000 m? (230,000 m%) 1
[Products manufactured] Automobiles (Legacy, Impreza, Forester modsls)  [Number o(ernptoyees]24b?l

EHWater Pollution Data
(Dlscharge Publlt rivers Regu!a lons Wa £ Ponuuon ':ontrol Law Gunma Prefedurai Ord narcos)

el
6.9 i 711
31 4.64
. 0.7 2.89
O|| contem 5.0 0.6 0 0.3
Cadmium 0.1 0.01 0.01 0.01
| Lead 0.1 0.01 0.01 - 0.01
Hexavalent chromiu 0.5 0.05 0.05 0.05

EdAir Pollution Data (Regulation: Air Poliution Contro! Law)

.. 80x Boiler | 49 | 040 0,40
70 2.40 227
Boiler 150 75.0 58.3
NOx 230 108.0 105.5
Dry-off furnace 230 35.0 18.2
250 14.0 11.1
0.05 0.001 0.001
Boiler 0.25 0.04 0.02
PM 0.30 0.069 0.069
Onyeff uinace 0.20 0,012 0.005
0.35 0.006 0.004

l\ Gunma Manufacturing Division, Ohta North Plant

[Location] 27-1, Kanayama-machi, Ohta, Gunma  (Skte area (buliding area)} 40,000 m? (30,000 m%) E
{Products manufactured] Automative parts  [Number of employess] 95 B

EHwater Poliution Data
Emscharge Publlc nvers PEQL!u fons: Wa\er PaHu fion L,DﬂU’O! Law, Gunma Prefemura! Ordmances)

Ol! content

|_Cadmium_| 0.1 0.01 0.01 0.01
Lead | 0.1 0.01 0.01 0.01

Hemeicvomion] 0.5 0.05 0.05 0.05

EAir Pollution Data (Regulation: Air Pollution Control Law)

o ; X 2 et a & V_‘ o
Boiler 250 83.0 76.5
NOx
.| Dry-oft furnace 230 9.0 5.5
PM Boiler 0.30 0.084 0.046
Dry-off furnace 0.35 0.031 0.024

Gunma Manufacturing Division, Oizumi Plant m

[Location] 1+1-1, lzumi Qizumi-machi, Qura-gun, Gunma  [Site area (buiiding area)] 400.000 m* (180,000
[Protiucts manufactured] Automotive engines, transmissions  [Number of employees] 1,596

{3 Water Pollution Data (Discharge: Public rivers Reguiations: Water Poltution Control Law,
G\m-na Pre?ecmra! Ordmances Ponu tion Conrrol Agyeemem\mh Ohla-cuy and Oxzum|-mach|)

| Oil content 3.0 0.7 0 0.14
|_Cadmium 0.1 0.01 0.01 0.01

lead 0.1 0.01 0.01 0.01
Hexavaign! chromium 0.5 0.05 0.05 0.05

EJAir Pollution Data
[Regula ion: Air Poflution Contral Law, Pollmmn Conuor Agreemem with Ohra-clfy and Olzumm- na:hr)

Boiler 150 107.0 83.1

NOx "
_ Melting furnace 180 52.0 30.2
M Boller 0.25 0.082 0.037
- Melting turnace 0.20 0.047 0.036
Dioxins Dry-oﬁiumaceJ 5 0.011 0.010

[Data measurement] April 2004-March 2005

@ Water Pollution  [Notations] —pH: Hydrogen-ion concentration, BOD: Biochemical oxygen demand, $S: Concentration of suspended solids in water

[Units} —mgfl, except pH

@ Air Pollution [Notations] —HCL: Hydrogen chloride

[Units) —80x : m*N/h, NOX : ppm, PM © g/m?N, HCL + mg/m®N, Dioxins : ng-TEQ/m™
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{Location] 100, Suehiro-cho, Isesaki, Gunma  [Site area (building area)] 150,000 m? {110,000 m?) }
i

f L
1 Gunma Manufacturing Division, Isesaki Plant {Products manufactured] Automobile repair parts  [Number of employees] 94

Ewater Poitution Data EAir Pollution Data (Regulation: Air Pollution Control Law)
(D|scharge PLbHC fivers Regulahans Wa!er Po\luuon Comml Law Isesam Cnty Ord\nances)

Boilers had been targeted for improvement, but in

) September of 2001 the boilers were replaced with a smaller
Fon 5.7t 8 7 model and thus no targets for improvement remain.
Under 300 94 7 52
Under 300 85 3 16
Qil Content 5 <1 <1 v}
Lo Zinc 5 1.4 0.07 0.68
Soluble iron 10 0.07 0.01 0.03
Total Nitrogen 150 20 ‘ 3.8 8.03
Tola Prosphons |20 5.7 0.42 284
|_Chromium 2 <0.01 <0.01 0
Lead | 0.1 < 0.01 < 0.01 0
Gunma Manufacturing Division, PRTR {All Plants Total) ‘ J
BEPRTR (Substances whose amounts were one ton and over per year are shown below. The substances marked

with an s are Class 1 designated chemicat substances ) [Units: tonsfyear, Diox:ns: mg- TEQ/year]
i i 0

tumbery T ; fhondicafiretcas REDal A
1 none Zinc compound (Water-soluble) 27.17 0 0 [¢]
9 103-23-1 Bis (2-ehtylhexyl) adipate . 1.29 0.01 0 0
16 141-43-5 2- Aminoethanol 3.45 3.14 0 0
polymer of 4,4'-isopropylidenediphenol and
30 25068-38-6 NN 17.05 0.19 0 0
1-chiore-2,3-epoxypropane(liauid)

40 100-41-4 Ethylbenzene 327.90 0 48.12 26.49 | 76.41 0
43 107-21-1 i Ethylene glycol 1,620.49 0 0. 0 1,620.49 0 0 o]
63 1330-20-7 Xylene 798.23 | 403.89 0 0 220.71 | 6143 | 112.20 0
176 | none Organotin compound 2,94 - 0 0.01 0.14 2.79 0 0 0
179* | — Dioxins 0.24 0.24 0 0 0 0 0 0
224 1108-67-8 1,3,5-trimethylbenzene 32.36 | 1645 0 o] 2.37 4.81 873 0
227 108-88-3 Toluene 752.79 | 346.71 0 0 29313 | 7455 | 38.40 0
232* | none Nickel compound 6,70 Q 0.30 4.91 1.50 0 0 0
272 117-81-7 Bis (2-ethylnexyl) phthalate 86.99 0 0 3.97 83.02 0 0 0
283 |none Hydrogen fluoride and water-soluble saits 3.91 0 1.01 2.89 0 0 0 0
299* 171-43-2 Benzene 17.24 0.02 0 0 17.22 0 0 0
308 9016-45-8 Poly (oxyethylene) =nonylphenyl ether 1,20 0 0.08 0.90 0.12 Q.09 0 [
310 150-00-0 Formaldehyde 1.38 1.38 0 0 0 0 0 0
311 none Manganese and its compounds 10.87 0 0.30 5.22 5.35 0 o] Q

Total 3711.87 | 944.34 2.27 2597 |2,332.84) 170.72 | 235.74 0

67 [Data measurement) April 2004-March 2005
@ Water Pollution  [Notations] —pH: Hydrogen-ion concentration, BOD: Biochemical oxygen demand, SS: Concentration of suspended solids in water
[Units] —mg/l, except pH
@ Air Pollution {Notations) —HCL: Hydrogen chloride
[Units) —80x : m®N/h, NOx : ppm, PM : gfm?N, HCL : mg/m®N, Dioxins : ng-TEQ/mN



Utsunomiya Manutacturing
Division

Utsunomiya Manufacturing Division

Utsunomiya Man ufacturing {Location] 1111, Yonan, Lisunomiya, Tocmw |Site area (bullding area)] Eco Technologles Company and Transpartation Division: 170,000 mf (50, 000 ), 1‘
+ Aerospace Coimpany: 190,000 mP{90,000 M%) {Products manufaciured] Eco Teshnologiss Company: refuse colleciion vehicles, envil tel i |

Agtospace company: Alrcrafl, unmanned aircralt, space-related equipment | [Number of employees) Eco Technologies Company: 238, Aerospace Company 523

Division, Main Plant

IWa1e| Pollusion Data (bischarge: Futl sevage

s thma ions: ‘euerageu)r Usunwyzcr‘, Ordinences) ElAir Pollution Data (Regulation:Air Pollution Contro! Law)

2gulatad) mVARIES [fAveranawa
| From 5109 8.5 6.2 . o
Lossthan600 ] 469 <10 <105.3 <o Boller
Lessthan600| 955 0.9 67.9 | 7 [Fumace
5 3.3 <1.0 <1.15 Boiler
30 10.9 <1.0 <642 NOx Boiler
8 2.2 <02 <0.75 Furnace
Cyamde 1 <0.1 <0.1 <0.1 PM Boiler 0.3 0.013 0.005 0.008
| Cagmium 0.1 0.03 <0.005 | <0.015 Dry<fffumace] 0.2 0.002 | 0.002 | 0.002
Tolalchomium | 2 16 <0.01 <0.05
Hewdenchomim | 0.1 0.04 <0.02 < 0.02

- i il 2 2 1
| Utsunomlya Manufacturing Division, South Plant [Location] 1388-1, Esojima, Utsunomiya, Toghigl  [Site area (building area)] 140,000 m* (30,000 m' )J

[Products manufactured] Aircraft  [Number of employees] 483

quizions: Severage Law, U

lya City Gednences)

@A»r Pollution Data (Regulation: Air Potlution Control Law)

| pH_ ]Fromsxogl 7.9 65 . = s S s

_BOD _ |tessthan600 121 3.2 37 80x Boiler 8 0.1 041 | 011

8s Lessthan 600 |  80.2 10.9 2218 NOx Boiler 180 104 63 , 83

Ol canvent organkc) 5 1.6 <1.0 <1.07 PM Boiler 0.3 0.003 | 0002 | 0.003
Oflcontent orgaric)] 30 12.8 <10 <36
| Cadmium 0.1 <0.005 | <0005 | <0.005

Cyanide 1 <0.1 <01 <01
| Total chromium 2 0.04 <0.01 <0.01
Hexavalent chiomium 0.1 <0.02 <0.02 <002

Utsunomiya Manufacturing Division,

ocation] 2-810-4, Miyanouchi, Ut Tochigi
South No, 2 Plant [Le ! yanou suRomiya, o

m?  [Products manutactured] Aircraft

[Site area (building area)] 100,000 m* (20,000 |
[Number of employses] 123

EWater Foflution Data {Diseharge: Public sevage works Regulations: Sewerage Law, Utsurormiya Chy Orginances)

f#Air Pollution Data (Regulation: Air Pollution Control Law)

& e b LT RS | ;

pH___|From5109] 7.8 i ol it

BOD  |Llessthan600| 122 SOx Boller | 8 0.52
_____ SS . Less than 600 162
O et rongae) 5 3.3
O canten! {organic} 30 10.5
Fhuorine compounds| 8 Q.5

__ Cadmium 0.1 <0.005
Cyanide 1 <01
| Total chromium 2 1.6
Hexavalen! chromium 0.1 0.08
[Location} 1-27, Shiohi-cho, Handa, Aichi

[Site area (bullding area)] 50,000 m? (5,000 m?) 1

! 0 s
3 Utsunomiya Manufacturing Division, Handa Plant (Nurmiber of employees) 77

[Products manuiactured] Aircraft

B3 Water Pollution Data (Discharge: Public rivers 3egulations: Water Poliution Cantrol Law, Aichi

EZAir Pollution Data (Regulation: Air Poliution Control Law)

Pre?ecm'ai Or'Jmances Handa Crty Ordmances and Pollmmn Comml A"'eemems with Handa C| y)

‘ o e ,
7'5 Boiler 0.02
13 "NOx__|_Boller | 180 140 59
18 PM__ | Boiler |01 | 0004 | 0002
[3 1 3

| Cofform countirl | 3000 47 30 328

_ il content 5 <05 <05 <05

| _Cadmium 0.1 <0.005 | <0.005 < 0.05

__Cyanige 1 <0.1 <0.1 <0.1

Hewvlsnchomim | 0.1 <0.04 <0.04 < 0.04

Total chromium 2 <0.04 <0.04 < 0.04

[Data measurement) April 2004~March 2005

@ Water Poliution  [Notations] —pH: Hydrogen-ion concentration, BOD: Biochemical oxygen demand, $S: Concentration of suspended solids in water
[Units] —magfl, except pH

@ Air Pollution [Notations] —HCL: Hydrogen chloride
[Units}) —S0x : m*N/h, NOx : ppm, PM : g/m*N, HCL : mg/mN, Dioxins : ng-TEQ/m’N
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Utsunemiya Manufacturing Division, PRTR (All Plants Total)

]

EPRTR

(Substances whose amounts were one ton and over per year are shown below. The substances marked

with an % are Class 1 designated chemical substances,) {Units: tons/year, Dioxins: mg-TEQ/year}

40 100-41-4 Ethylbenzine 5.83 436 | 0 0 0.38 0.82 0
63 1330-20-7 Xylene 24.35 16.44 0 0.63 3.84 2.58 0
69* none Hexavalent Chromium 3.83 0 0 0.09 0.27 2.79 0
227 108-88-3 Toluene 22.16 15.39 0 3.58 2.93 019 0

Total 56.16 | 36.20 0 | 4 7.42 6.38 0

Industrial Products Company

Industrial Products Company

[L.ocation] 4-410, Asahi, Kitamoto, Saitama  [Site ares {building area)] 140,000 m* (80,000 m?)  [Products manufactured] Multi-purpose engines (Raobin engines), |
engine generators, engine pumps [Number of employees] 6801 |

(3 Water Pollution Data (Disc‘narge: Public sewage works Regu'ation: Kiiamato Clty Ordinances) EJAir Pollution Data

ubsta jledlvalue 1 i i The incinerators had been targeted for improvement, but
pH 5.0~9.0 8.6 6.1 7.7 incinerator use was suspended on September 28, 2001,
__BOD 600 337 92.3 281 leaving no targets for improvement.
| __8S 600 130 96.8 146
Qil content 30 10 3.1 6.9
EPRTR (Substances whose amounts were one ton and over per year are shown below. The substances marked

wnth an % are C)ass 1 designated chemical substances ) [Unns !ons/year D;oxms mg- TEQ/year]

RN LN U T D ET P | e ke 9 : 19 s
40 100-41-4 Ethylbenzene 1.39 0.02 0 0 1.38 0 0 0
43 107-21-1 Ethylene glycol 3.38 0 0 0 3.39 0 0 0
63 1330-20-7 Xylene 7.18 0.06 0 0 7.12 o} 0 0
227 108-88-3 Toluene 12.47 0.19 0 0 12.28 4] 0 0
Total 24.44 0.27 4] 0 2417 Q Q Q

Tokyo Office

iL [Location) 3-9-6, Osawa, Mitaka, Tokyo  [Site area {building area)] 160,000 m* (90,000 m?)

[Number of employees]} 1014

@Water Pollution Data [Dlscharge Public sewage vorks Regulation: Mitaka City Ordinances)

3
- oH 0ver5.7,under 87l 84 | 73 8.1 = [lies
| BOD 300 160 48 56.4 NOXx Boiler 0.263 0.066 0.052
[ ss 300 180 12 56.9 SOx Boller 90 87 58
| Oil content 5 ND ND ND PM Boiler 0.3 0.02 0.01
Manganese 10 | 016 ND 0.05
L3PRTR (Substances whose amounis were one ton and over per year are shown below. The substances marked

with an # are Class 1 designated chemical substances.) [Units: tons/year, Dioxins: mg-TEQ/year]

100-41-4 Ethylbenzene 26.81 0 0 0 26.81 0 0 0
1330-20-7 Xylene 117.37 0 0 0 117.37 0 0 0
224 108-67-8 1,35 - trimethylbenzene 14.41 0 0 0 14.41 0 0 0
227 108-88-3 Tolugne 222.87 0.01 0 Y] 222.85 0 0 0
299* 171-43-2 Benzene 7.25 0 0 0 7.25 0 0 0
Total 388.71 0.02 0 0 388.69 0 0 0
69 [Data measurement] April 2004~March 2005

@ Water Poliution  [Notations) —pH: Hydrogen-ion concentration, BOD: Biochemical oxygen demand, SS: Concentration of suspended solids in water
{Units] —mg/l, except pH

@ Air Pollution [Notations] —HCL: Hydrogen chloride

[

Units] —8O0x : m°N/h, NOx & ppm, PM : g/mN, HCL : mg/m°N, Dioxins : ng-TEQ/m*N



Product data

Groduct data

Automobiles
Moget é’sg]aa?; “Forester” . lggézzna“ R2 R1- : Sambar Van-

C Grade T T3OR Teoxs | T Twax i R I v
Date salesbegan 20045 2005/1 2004/6 2004/11 2005/1 2004/9
Vehxc_[g Stype CBA-BPE CBA-5G5 TA-GDA CBA-RCH CBA-RJ1 LE-TV2

|Model EZ30 EJ20 EJ20 ENO7 ENO7 ENO7

LDls‘p[acement (J) 2.999 1.094 1.994 0.658 0.658 0.658
t Horizontally apposed Horizontall Horzontally cpposed . . In-line 4-cylinder, , "

] :Type chﬁndq ;D {)}[))%SHC opposed 4-cy|i¥1der 4-cylinder 2‘./0 II.D?)OHC, ln—l|nes4o-}c_:‘gmder. DOHC 16¥valve In-l|n%g§;glnder.

S 24-valve, variablg valve timing 2.01, SOHC, 16-valve variable valve

ﬁ [ [ +direct variable valve fi 16-valve variable vaive timing turbo timing
;Fuel type used Premium Gasoline Regular Premium Gasoline Regular Regular Reguiar
1Highes power oulput (net) (W(PSYiom] 1 184(250)/6600 103(140)/5600 184(250)/6000 34(46)/8000 40(54)/6400 35(48)/6400
Maxmntorque {nel)[N-mkg-mh/ipm] ¢ 304(31.0)/4200 186(19.6)/4400 333(34.0)/3600 58(5.9)/5200 63(6.4)/4400 58(5.8)/3200

Drive system AWD AWD AWD 2WD 2WD aWD
Drive train | —-~w=r-~a—

— ____|Transmission SAT 4AT 5MT CVT CvT SMT
Welﬂg'h_tt(hg) 1520 ~ 1540 1390 ~ 1410 1360 ~ 1380 800 800 ~ 810 930 ~ 940
5110 15 mode fuel economy 1.0 13.0 118 225 240 16.6

(km/l) S
_a'COz ?Yn;;smrns (g/kmd) 211.1 178.6 196.8 103.2 96.7 139.9
EL g |FY 210 el economy siandar
g ¢ aumw(@rgwgs_@wmga} o 0 - © o o
<! % L!ieg‘yﬂwJapan‘sGregnjx_plﬂEget © - - @ © ~
) oGy o o = o o o=
‘Regulations adopted 2005 Regulations | 2005 Regulations | 2000 Regulations | 2005 Regulations | 2005 Regulations | 2002 Regulations
.Certification level of fow 1 50% reduclion beyond 1 50% reduction beyond 2005 | 25% reduction beyond | 50% reduction beyond | 50% reduction beyond | 50% reduction beyond 2002

Kemission vehicles 2005 Standards ( e k) Standards{ 2k ) 2000 Standards { #) 12005 Standards ( sesy vk )1 2005 Standards { Yy ) Standards{ &)
8! 1015modeor L_ [of6] 1.15 115 087 1.15 1.15 3.30
'g.w 15+ 11 modm _HC - - 0.06 - - 0.07
U iregulation NMHC*! 0.025 0.025 = 0.025 0.025 -
§l“9“’es in gkm) t' NOx 0.025 0.025 0.06 0.025 0.025 007
S : E Lmoﬂumve&rla sytemissigratel | 50% reduction in emissions | 50% reduction in emissions Good Low Pollution 50% reduction in emissions | 50% reduction in emissions | Excellent Low pollution

:; ?, beet;nlkaﬂla‘aiea‘pﬁicmresard% from 2005 standards from 2005 slandards Vehicla from 2005 slandards from 2005 standards Vehicle
; e LR desnal by i ehenstin 17LEV 17LEV TLEV 17LEV 17LEV LEV

”‘a'sa prefecres and ciles
_ ‘RSQUI&YIOHS adopted

1998 Regulations

1998 Regulations

1888 Regulations

1998 Regulations

1998 Regulations

2000 Regulations

z Aocmdion rioise regufalion igures (dB-4)

76

76

76

76

76

76

Type of air conditioner
refrigerant and amount of
refrigerant used

b s et

HFC134a, 400g

HFC 134z, 6009

HFC134a, 500g

HFC134a, 400g

HFC134a, 400g

HFC134a, 400g

Substances with
environmental impact

Lead: JAMA year 2006
target achieved (less
than one-tenth of the

1996 lavei)w

Lead: JAMA ysar 2006
target achisved (less
than one-tenth of the

1996 lovel)®

Lead: JAMA year 2006
terget schieved (less
than one-tenth of the

1996 level)s

Lead: JAMA year 2005
target achieved (less
than one-third of the
1996 lsvel)

Lead: JAMA year 2005
target achigved (less
than one-third of the

1996 level)

Lead: JAMA year 2005
target achisved (less
than ane-third of the

1996 level)

IUses of easy-to-recycle
imaterials

There are many uses for
the easy-to-recycle
thermoptlastic resin in car
bumpers, instrument
panels, door trim, etc,

There are many uses for
the easy-to-recycls
thermoplastic resin in car
bumpers, instrument
panels, door rim, stc.

Thera are many uses for
the easy-io-recycle
thermoplastic resin in car
bumpers, instrument
panels, door trim, etc.

Thera are many uses for
the easy-lo- recycls
thermoplastic resin in car
bumpers, instrument
panels, door trim, etc.

There are many uses for
the easy-to- recycle
thermoplastic resin in car
bumpers, instrumsnt
panagls, door rim, atc.

There are many usas for
the easy-1o-recycle
thermeplastic resin in car
bumpers, instrument
panels, door trim, etc.

Materials recoverad from
bumpsrs are used in soame:
plastic parts; clothing hems

are used for interior pans;

used fishnets ars used to

make engine covers; used
paper is recycled as
angi-vibration material.

Materials recovered from
burnpers are used in some
plastic parts; clothing hems .

are used for interior parts;

used fishnets are used lo make
engine oovars; paint residus
and used paper e retycled
as anii-vibration malerial

Materials recovered from
bumpers are used in
some plastic parts;
insulators are made from
recycled PET botlles:
paint residue and used
paper are recycled as
anti-vibration material

Materials recovered
from bumpers, PET
bottles, and ciothing
hems are used in some
plastic parts; paint
residue and used paper
are recycled as
anti-vibration materiat

Materials recovered
from bumpers, PET
bottles, and clothing
hems are used in some
plastic parts; paint
residue and used paper
are recycled as
anti-vibration material

Materials recovered from
bumpers ara used in
some plastic parts;

| recycled Polypropylens is

used to make air purifiers;
clothing hems are used o
make anti-noise malerials;
used paper is recycled as
anti-vibration matsrials

‘Material indication

Plastic parts of 100g or
more and rubber parts
of 200g or more
display their materiat

Plastic parts of 100g or
mere and rubber parls
of 200g or more
display their materiat

Plastic parts of 100g or
more and rubber parts
of 200g or more
display their materiat

Piastic parts ot 100g or
more and rubber parts
of 200g or more
display their material

Plastic parts of 100g or
more and rubber parts
of 200g or mote
display their materiat

Plastic paris of 100g or
morg and rubber parts
of 200g or more
display their material

|
t

1A design that allows for
easy disassembly
i

Air bags and tail lights
are easy o remove.
Due to the indication, it
is possibie to confirm
the bumper matsrial
prior to removal.

Seat cushions are sasy
to remave. Due to the
indication, it is possible
to confirm the bumper
material prior to
removal,

Seat cushion and
instrument parels are
easy {0 remove,
Due to the indication. it
is possible to confirm
the bumper matsrial
prior to removal.

Alternators rear gates
are easy to remove.
Oue to the indication, it
is possible to confirm
the bumper material
prior to removal,

Altsrnators are easy to
remove. Dus to the
indication, it is possible
to confirm the bumper
material prior to
removal.

Glove compartments
are easy 1o remove
from instrument panel.
Due to the indication, i{
is possible to confirm
the bumper material
prior to ramoval,

#1 NMHC: Non-Methane Hydroc.

arbon

%2 By the end of the 2004 fiscal year, Sanbar Van had conformed to the standards of the Law on Promoting Green Purchasing.

From the 2005 fiscal year, we are reviewing the standards of the Law on Promoting Green Purchasing. (A car that meets 2010 Standards of a 75% reduction in Exhaust

Emissions, 2005 Standards of at least a 50% reduction in exhaust emissicns, and FY 2010 fuel efficiency standards.)

February, 2005.

#3 This corresponds to cars manufactured from

70
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General-Purpose Engine

EH0S-2 model
Engine Form Alr-cooled four cy(;le single cylinder
T = ORYV gasoline engine
Maximum Output Capacity (kW/rpm) 2.1/4200
| Total Displacement (mh) R 86
| Dry Mass (kg) '__ — 9.9
Fi—i_c__tN‘C_)x (GkW - 1) 11.0
| CO(g/kw - h) 469.4
Exhaust Emissions IEPP_\ Phase2(US) - Conforms
CARB Tier 2 (California) o Conforms
EC SN2 Stage 2 (Europe)} Conforms
. 1 Non {oad/3600rpm, .
Noise | 5m average (dBAY ee.

(Reference} Exhaust emissions regulations

after 2005

Non-handhetd 1§ Class1-B | 66Smi<100 610 40

(Phase I)
CARB Regulati

guiatons Small off-road | Horizontal | 80<mI<225 549 16,1
after 2005
EU 97/68/
EC-2002/ Non-handheld | Stage I 66=mI<100 610 40
8B/EC

F
s

. Other dat;aw

i Qualified Personnel in Pallution Control ManagamentjJ

L_Number of Employees Recelving Environmental Education by Level (FY 2004) 7‘

T

LY BE o) educalioniogirain gk hNImb

R

IR CAC g Gt i > R
Education for new hires

|_Education for persons newly promoted 1,102
Total 1,364

Chief mana E
’ 7
i 7
Air-related pr
o 16
Poliution control managers 8
Water-
23
el Tmees|
Noise-related 45
| Vibration-related 38
¢ Takyo Pollion Conrol Managers 3
e Vit 0sy| S
Energy management Heat management 21
experts | FElctonicmanagement| 15
Wur;ing environment measuiement exper_xsj . 3
Tehnca marages o ndridvaste, |
%négemenr representap‘vas for g 38
| industrial wasle Subject to special conrol ;
Internal environmental
auditors (internal qualification) Z 852

As of March 31st, 2005




CHRONOLOGY OF FHI'S ENVIRONMENTAL EFFORTS {

CHRONOLOGY OF

FHI'S ENVIRONMEN

TAL EFFORTS

: ’

R tomob DIV s Ions

Established standards for making resin ingredients
{automobile industry guidelines were determined in 1891)

Devsloped the electric refuse collection vehicle EV405

Introduced the Subaru ECTV, the first electro-continuousty
variabls transmission in the world

Established an Envil lssues tmps
Measures Project

Began setting up taciities a1 Subaru dealers tor collection
and reuse of CFCs used in alr conditiorrers

Established the Safety, Emission, Fuel Economy (SEF)

3 Committae

| Established the Recycling Committes (in 1997, the name

was changed to the Recycling Engineering Development
Committee and, in 1998, 10 the Recycling Promotion

1 Commitiee)

Announced a Flexitle Fuel angine a1 the Tokyo Motor Show

"1 Established the Environmental and Safety Technology
4 Department

Announced three types of generators installed with OHV

| engines (2 kW, 2.8 KW, 4.1 kW)

Became the first in the automobile industry to recycle
palnted bumpsrs for use in interior and exterlor parts

Completed installation of fiucrocarbon collection and reuse
equipment for car air conditioners at Subaru dealers

Bagan collecting scrapped bumpers in the Tokyo and
Kanagawa areas in cooperation with a distribution company

» Established the Voluntary Environmaental Protsction Plan.

~ Sst up the Corporate Envircnment Committee.

+ Set up the Engineering Environmant Committes and the
Plant Environment Cammittee developed from the SEF
Committee

Completed replacement of air conditioner refrigerants frem
CFC-12t0 HFC-1348

Began manufacturing multipurposs sngines that met the Calitamia
Air Resources Board (CARB) emission regulations

Began salgs of the electric vehicle, Sambar EV

D ped a new snvil frigndly protective coating film

Began delivering a low-poliution CNG refuse collection vehicle

Delivered Japan's lirst container for refuse transportation by
railroad treight car and a container transport vehicle for
transpontation to Kawasaki City

Displayed a direct gasoline injection engine and a hybrid
slactric vehicle at the Tokyo Mator Show

Developed and implemented the Roller Press method, &
new technique for removing the coating film, and began

bumper-te-bumper recycling

Established the Environment Plan far 2000

Developed and began sales of the container collection and
measuremeant system for refusa collected for a fea

Sat up the Envirenmental Affairs Promotion Office

Devéloped a solid waste ash melting turnace

Delivered the first Fuswton, high-rise building waste
management system

Established the Recycling Initiative for End-of-Life Vehicle
Voluntary Action Pian for Aulomobile Recycling

% Established Envisonmental Policy

Published tha enviranmenial pamphlet * For Harmony
between People, Society, and the Earth”

Campleted nationwide extension ot JAMA's CFC-12
collection and destruction system

Announced the four-stroke OHV engine (EH03D) used in
rammers, an altemative to the two-cycle engine

“| SIAin the U.S.A. acquired 1SO 14001 certitication

.1 Gunma Manutacturing Division acquired ISO 14001

’ gr_\jficaﬂon
«] Saitama Manufacturing Division acquired 1SO 14001
i cerification

Bagan recycling PET bottles for use in interlor parts

- Transportation and Ecology Systems Division in the
Utsunomiya Manufacturing Division acquired 1SO 14001
certification + Hosted first Affiliated Companles
Environmental Problems meeting

Started the General Managers’ Meating on the Enviranment
at the Gunma Manufacturing Division

Began reuse of paintad bumper scrap from production
process for the Plea's mass-produced bumpers

1 Eliminated the incinerator at the Tokya Office

Expanded the scrap bumper collaction system 1o the
Tohoku area and built a nationwide system in Japan

Fuswton won the Resource Recycling Technology System
Award for fiscal 1999 from the Ministry of (nternationa! Trade
and Industry’s Environment ang Industrial Location Bureau

Began saies of the new Impreza, and all models mat
authorized low emission standards

Published the 2000 Environmental Report. aggregating

4 results of all environmental activities for fiscal 1999

Began recycling of auto window glass recovered fram ELVs
as glass wool soundproofing material

Note: For infermation about railway cars and buses, please refer to pp. 58-53 of the “2003 Environmental Report”.
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« Unveiled the Subaru Small Wing Turbine Generator System
+ Began sales of the new LPQ low-noise refuse collaction vehicle

Eiiminated the incinerator at the Gunma Manufacturing
Division, Yajima Plant

Achigved zero emissians at the Gunma Manufacturing
Division

Began sales of the multipurpose Robin EX series engine in
order to fower exhaust emissions, lower the feval of nolse,
and lower the level of vibration.

Publishad the 2001 Environmental Report, aggragating

*1 resuts of all environmental activities for fiscal 2000

+ Eliminated the incingrator at the Utsunomiya Manufactur-
ing Division

+ Eliminated the inclnerator at the Saitama Manutacturing
Division

Exhibited the next generation hybrid minicar, the HM-01, at
the Tokyo Motor Show

The Subaru Small Wind-Power Generation System won the
New Energy Grand Prize for fiscal 2001 trom the Agency for
Natural Resources and Energy

Began sales of the new Forester, All models met the fiscal
2010 tuel econemy standards and were accepted as good
low emissions vehicles (G-LEV)

Utsunomiya Manufacturing Division and Saitama

"{ Manufacturing Division achieved zero emissions

b
; Established the Environmental Conservation Program {fiscal

2002 through tiscal 2006)

The company for the development of automobile batteries
was jointly established by NEC Corp. and FHI,

Published the 2002 Environmenial Report

Consigned matters invelving the callection and destruction
of CFCs 1o the Japan Automobile Recycling Promotion
Center

Limited marketing of the Legacy B4. CNG {Compressad
Natural Gas) Vehicle

Switching to Pollution-Free Paint Remover for Regular
Servicing of Airplanes won an award from Bousi Choutatsu
Kiban Seibi Kyoukai (Defense Procurement and Infrastruc-
ture Association)

Saitama Manufacturing Division received a regular
assessment for iSO 14001

Developed ASR Pre-Processing Separating Systern

+ Full mode! change of Legacy to Jaunch the New Legacy

+ All medels met the tiscal 2010 fuel atonomy standards
axcept for 2.0 GT spec.B.

« 2,01 SOHC engine equipped cars, which achieved a 75%
reduction in emissions compared to 2000 standards,

Developad a Pollution-Free Paint Remover for Regular
Servicing of Airplanes, which won a special award fram the
Japan Aeronautical Engineer's Association

* Published 2003 Environmental Report
- Utsunomiya Manutacturing Division received a regular
assessment for 1ISO 14001

- Set up the six star mutsuraboshi corporate symbol
+ Established Subaru Visitor Center at Gunma Manufactur-
ing Division, Yajima Plant

Solig waste ash melting fumace developed jointly with
Oglhara Ce., Ltd. acquired technology authorization from
the Japan Waste Research Foundation.

- Legacy B4 CNG challenged to complate a ull circuit of
Japan
» Conducted the presentation of Subaru Mobility techniques

Achieved zero emissions at the Tokyo Office

The Legacy won the 2003 ~ 2004 Japan Car of the Year
Award

« Developed a new processing tachnology for automotive parts
, the “hard broaching method”

+ Launched a new minicar, the Subaru R2. Achisved fuel
sconomy of 24.0 kmA(10-15 mode) (R) and a 75% reduction
in emissions compared to 2000 standards. (R and i)

The Head Office and the Tokyo Office acquired ISO 14001
certification

The Industrial Products Company {V model two cylinder
engine) received the 'Supplier of the Year” award from
Cummins

Published the 2004 Environmentat & Social Report

Received public recognition of office excellencs tor the
hiring of disabled persons

« Gunma factory paint sludgs recycling plant received the
“Rasaurca Recycling Technclogy Systern Commendation”

* Subaru's R2 won RJC's annual “Car of the Year” special
award for best minicar of 2005

The R1 and the Impreza were newly adapted to Subaru
Transcare series for the Disabled. New functions were
added to the R2 and the Sambar.

In response to the Law an Recycling End-of-Lite Vehicles,
the Subaru car recycling system was implemented

The Natural Gas Engine Cogeneration system started
operatfons at the Utsunomiya Manufacturing Division

+ The Subaru Parts Distribution Center (Ohta City) acquired
1SO 14001 certification (extending the scope of Gunma
Manutacturing Division's certification)

» The Subaru Parts & Accessaries Division {Saitama Clty)
acquired 1SO 14001 certification (sxtending the scope ot
head office’s certification)

* Views on corporate social responsibifity were clarified in

“C8R Policy”

Kt the three million mark for woridwide Legacy production

Bogan sales for the new modal refuse coliection vehicle, the
“Fuji Mighty LP71 medel seres”

FHI group unveiled its “Environmental Logo™




Please Give Us Your Opinions and Ideas.

Thank you for reading Fuji Heavy Industries’ Year 2005 Environmental & Social Report.

This report explains the measures for environmental conservation and social actions implemented in
fiscal 2004 focusing primarily on FHI. We will continue to publish the report annually. We believe that
your opinions and ideas will help make the reports more complete. Please take a moment to fill in the
questionnaire on the reverse side and fax it to us at the number shown. Thank you for your cooperation.

Reports on the results of the questionnaire for our Year 2004 Environmental & Social Report

Our sincere thanks to the many individuals that completed last year's questionnaire (published in June 2004).
These are the results.

1. About the 2004 Environmental & Social Report
( 1) Were the contents of this report sufficient and appropriate for an envirenmental report?

Fair
5%

( 2 ) What parts impressed you most? (Mark all that apply.)
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2. On what topics would you like more detailed information?
( 1) ! expect more detailed examples and explanations on LCA.
(2 ) | would like you to disclose detailed information on the communication with stakeholders.
(3} I'would like to see a proposal for environmental activities with user participation such as stopping idling.
(4) I would like to know the specific goals and plans for recycling, and the numerical value of the company-
wide environmental burden, with concrete measures and goals.

( 5) | expect further improvement in vehicle safety and CO2 reduction.

(8 ) I would like you to incorporate details concerning the development of clean energy vehicles.

{7 ) I would like you to introduce the promotion of blood donations at each business site in terms of social involvement.
(8} 1 would like you to enrich the explanation of English abbreviations in the glossary.

( 9 ) I would like to know your current efforts and plans for EU directive on restriction of environmentally hazardous substances.
{10) t would like to have a brief summary of current efforts for green procurement.

(11) | would like you to incorporate improved cases of reduction in input resources in the production phase.
(12) There are some parts that are difficult to understand in the diagrams and tables.

(13}

13) Disclosure of negative information (compliance, relationship with customers, etc.). If there have been no
such cases so far, please disclose that fact.

3. Please provide your honest opinion about the environmental and social report and our environmental activities.

(1) It would be better if the explanation concerning Manufacturing Vehicle was easier for children to
understand considering that awareness of the environment has increased in school education.

( 2 ) Please clarify the goals and objectives of your efforts.

( 3) Recycling items would be better described in the perspective of LCA. | think that the issue is how we can
reduce shredder dust from now on.

( 4) | expect further product development based on LCA approaches.

{ 5) ! would like to make the advanced cases such as zero emissions at multi business bases as models.

{8 )1 think that your efforts are aggressive, and the repert is summarized well and easy to understand.

( 7 ) Please introduce committees and others’ efforts besides the activities in each phase or of each business unit.

( 8 )1 would like to know about the coexistence with people of the local communities since the plant is located in the town.

To the extent pessible, we have incorporated the results of the year 2004 questionnaire, including the ideas
above in our Year 2005 Environmental & Social Report in order to enrich the contents. However, there is always
room for improvement, and we again solicit the opinions and guidance of our readers.



Q1. How did you learn about the 2005 Environmental & Social Report?
O Newspaper article  [J Magazine article [0 FHI Web site [ Other Web site O FHI employee
{J FH! business partner or supplier  [J Subaru dealers [ Friend or acquaintance
[ Other (Please specify )

Q2. Were the contents of this report sufficient and appropriate for an environmental report?
[0 Definitely OVerymuch  [OFair  [J Not very much (J Not at all
Please state your reasons.

Reasons:

Q3. What do you think of FHI's activities?
Environmental aspect : (J Definitely sufficient [ Sufficient [ Acceptable [ Not sufficient  [J Definitely not sufficient
Social aspect : {0 Definitely sufficient  [J Sufficient [J Acceptable [ Not sufficient  [J Definitely not sufficient
Please state your reasons.

Reasons:

Q4. What parts impressed you most? (Please mark all that apply)
(O Corporate overview (Top messages, CSR)  [] New Voluntary Plans for the Environment
{0 Environmental audit  [J Environmental accounting
[0 Overall achievements in fiscal 2004 and fiscal 2005 goals (J Development phase/products (automotive business unit)
[J Development phase/products (aerospace, industrial products, eco-technologies company) {J Production O Recycling
[ Logistics O Activities by affiliated companies (domestic/overseas) [0 Compliances
[ Relationship with customers [0 Relationship with employees [ Social involvement 3 Plant site data
(JJ Product data [ FHI environmental chronology

Q5. Please indicate which topics you would like more detailed information.

Q6. What is your opinion of FHI's environmental activities based on this report?

Q7. What is your relationship with FHI?
O Customer [ Resident of an area neighboring and FHI installation [0 Engaged in government administration
O FH! shareholder [ News media-related [ Related to an environmental NGO or NPO
(O Finance- or investment-related [ Business partner/supplier [J Employee or family member of employee
[ Other (please specify )

Thank you for your cooperation. If you agree with the use of personal information,”' please provide
some Information about yourself (optional).

Name ( ) Male/female  Age
Occupation Employer Departmenttitle
Address (workplace or home) Telephone ( ) -

#*1. The use of personal information: Your personal information will be used as data in order to improve the contents of the Environmental and Social
Report. Furthermore, we will not disclose that information to any third party without due cause.

To: Environmental Affairs Promotion Office, Fuji Heavy industries Ltd.

7 <7 <7 FAX:03-3347-2530 ~_° 7 7




The picture on the cover of the 2005 Environmental & Social Report shows the Pleiades star
cluster, “Subaru,” in Japanese (the image was partially processed for the cover use), based
on which our six-star mutsuraboshi corporate symbol is designed.

In Japan, the Pleiades star cluster appears like fireflies flying in flocks above your head at
dusk in winter. We can see the stars in the winter night sky even in cities when the air is clear.
We can count B to 7 stars of the Pleiades star cluster with the naked eye. In order to enjoy the
beautiful stars lorever, we need to continue to protect the precious global environment.

©Aflo Foto Agency

Please contact Fuji Heavy Industries’ Enviranmental Affairs Promotion
Office with questions or comments about this report.

TEL 03-3347-2036
FAX 03-3347-2530

This environmenta! & social repart is also available an FHI's Web site:

http://www.fhi.co.jp/

FUJI HEAVY INDUSTRIES LTD.
7-2, Nishi-Shinjuku 1-chome, Shinjuku-ku, Tokyo 160-8316, Japan



FUJI HEAVY INDUSTRIES LTD.

7-2, Nishi-Shinjuku 1-chome, Shinjuku-ku, Tokyo 160-8316, Japan
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& SUBARU PRESS INFORMATION

August 5, 2005

Exhibition outlines of the 61% Frankfurt Motor Show

Fuji Heavy Industries Ltd. (FHI), a global manufacturer of transportation and aerospace-related
products and the maker of Subaru automobiles, today announced that it will exhibit its SUBARU
IMPREZA WRC 2006 Prototype, finely tuned new SUBARU IMPREZA series, and facelift new
SUBARU FORESTER at the 61st International Motor show (IAA) passenger cars, which will open
its doors to the public in Frankfurt am Main from September 12 to 25(Press day: From September 12
to 14.) A press briefing is scheduled for Tuesday, September 13tk at the Subaru booth.

SUBARU IMPREZA WRC 2006 Prototype

1. SUBARU IMPREZA WRC 2006 Prototype* (replica model)
The WR car based on facelift new Impreza. Since 2003 FHI has been strengthening its support of
the Subaru World Rally Team (SWRT), which takes part in the FIA World Rally Championship
(WRC). FHI and SWRT have been closely working to improve on vehicle performance in rallying,
to accumulate know-how with the feedback from rallying experience, and to apply that know-how
and technology to the production of the Impreza base model.
* FIA homologation application scheduled
2. IMPREZA
The new Impreza has raised its product appeal by redefining its sporty looks and the drivability
inherent to this model. The Impreza WRX series is fitted with a 2.5 liter 4-cylinder SUBARU
BOXER Horizontally Opposed engine and STI version features an improved version of the
driver’s control center differential (DCCD) as an standard equipment, an electronically controlled
All Wheel Drive (AWD) system that adds a torque-sensitive, mechanical limited-slip differential
(LSD). Balancing high levels of maneuverability and stability, it embodies driving pleasure.

3. FORESTER
In further advancing the basic concept of “Crossover SUV”, Subaru engineers have made
substantial improvements on the Forester and raised its product appeal. Not only were driving
performance and utilities enhanced, but sophisticated design and quality looks have been
significantly improved.

4. Other vehicles exhibited ( ** models will be exhibited on public days only)
B9 Tribeca (Reference vehicle: US market model), Legacy Wagon 3.0R spec. B, Legacy Sedan 2.0R,
Legacy Wagon 2.0R, Outback 3.0R, Outback 2.51*, Forester 2.5XT, Forester 2.0X,
Impreza sedan WRX STI, Impreza sedan WRX, Impreza sedan 2.0R, Impreza Wagon 2.0R,
G3X Justy special edition, G3X Justy 1.5™
#HEH#
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&> SUBARU PRESS INFORMATION

August 17, 2005

Fuji Heavy Industries Applies to the FIA for Group N Homologation
for the Subaru Impreza WRX STI spec C

Fuji Heavy Industries Ltd. (FHI), a global manufacturer of transportation and aerospace-related
products and the maker of Subaru automobiles, today announced that it would submit a
homologation application to the Fédération Internationale de 'Automobile (FIA) for the finely tuned
new Subaru Impreza WRX STI spec C to rally as a Group N vehicle in 2006".

To enter FIA-approved racing and rallying championships that take place around the world, cars
must be homologated according to the FIA regulations. Group N {(production cars) is one of the rally
and off-road vehicle groups set forth by the FIA. Defined as large-scale series production touring cars,
Group N homologation imposes strict limits on modifications to production models and is known as
the category that best reflects the performance inherent to the basic production model.

WRX STI spec C is very suitable for racing due to its lightened body and high performance engine.
Therefore, the application embodies the company’s plan to position this model as a key competitor in
motorsport activities for 2005 and beyond. Last year, Subaru Impreza WRX STI spec C "WR-Limited
2004” was applied for the FIA homologation.

FHI will produce more than 1,000 units of the Impreza WRX STI spec C during 2005, which is the
minimum level of production required for Group N classification, and the company is planning to
have the vehicle homologated before the 2006 rally season begins.

Major Features of the finely tuned new Impreza WRX STI spec C

- Compared to the Impreza WRX STI, Impreza WRX STI spec C is about 70 kilograms lighter
through the adaptation of lighter glass, a trunk lid composed of aluminum, and thinner roof
construction.

- Reinforcing braces have been added to the front strut tower on the WRX STI spec C. In addition, the
solid bars used to connect the front pillar and upper frame have been replaced by enhanced hollow
bars and rigidity of chassis have been improved

- A rear crossbar has been fitted to further improve body rigidity.

- The turbocharger in the Impreza WRX STI spec C uses precise ball bearings in the shaft to reduce
friction, thereby offering a smooth and speedy turbo boost and providing ideal engine response.

- A large water reservoir for the intercooler water spray as well as an air-cooled engine oil cooler have

been implemented to ensure stable engine performance.

* Applicable 17inch tire specification only
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Fuji Heavy Industries Announces Its Development of the Turbo Parallel Hybrid
and Lithium-Ion Capacitor Technologies

Tokyo, August 18, 2005 — Fuji Heavy Industries, Ltd. (FHI), a global manufacturer of transportation and
aerospace-related products and the maker of Subaru automobiles, today released information on its two
new technological projects for future environmentally friendly vehicles: one is the Turbo Parallel Hybrid
(TPH), a revolutionary powertrain system to be applied to a hybrid electric vehicle (HEV) that the
company plans to experimentally launch in the market in 2007; the other is the Lithium-ion capacitor (Li-
ion), which is anticipated to broaden the possibilities for batteries in future automobiles. FHI has been

striving to create practical applications for these environmental technologies in its future vehicles.

The TPH is a strategically important technology for the power source of clean-energy vehicles and will be
incorporated with Subaru’s core technologies: the Horizontally-Opposed Engine and Symmetrical AWD

system. FHI has been developing the TPH in view of its future mass production.

The TPH system places a thin, 10-kW motor generator between a vehicle’s engine and its automatic
transmission. The combination of the motor generator and the boxer turbo engine, which adopts the Miller
cycle, creates a system that not only provides powerful and pleasurable driving in the mid-speed ranges
when turbocharger is active, as with conventional turbo models, but it also delivers excellent acceleration
and fuel economy in practical use. This superb, all-range performance has been enabled by motor assist, a

feature that is designed to boost engine torque at low revolutions.

Compared to the SSHEV (Sequential Series Hybrid) system that FHI had previously developed, the TPH

excels in cost performance since it uses a relatively more compact motor and a smaller battery.

In order to bring out even better driving performance from the TPH, FHI is planning to equip the system
with high-performance manganese lithium-ion batteries, which are currently under development at NEC
Lamillion Energy, Ltd. That company was jointly established by NEC and FHI in 2002 for development of

secondary batteries.

As for the Li-ion capacitor, its energy density has been drastically enhanced, while it retains the inherently
superior capability of instantaneous charge/discharge and the high durability of regular capacitors. The Li-
ion capacitor’s negative electrode uses newly developed Li-ion occlusive carbon material, while its
electrolyte is also made of Li-ion. The technique called pre-doping enables occlusion of large amount of
Li-ion on the negative electrode in this new capacitor, helps boost the capacity of the negative electrode,
and increases the electrical potential difference, thereby making achievement of high voltage possible

without deterioration in positive electrode performance.



Furthermore, the principle of the Li-ion capacitor holds the potential for greater versatility and increased
performance of capacitor occlusion. Many new materials to be used for high-energy accumulation in
capacitors have been tested, and some progress has been made in that area of research. The application of
certain new materials to the positive electrode, combined with the pre-doping technique of the Li-ion
capacitor, will theoretically double the estimated accumulation capacity of capacitors available in today’s

market.

FHI is currently conducting performance tests on prototype cells of the new Li-ion capacitor. The eventual
successful commercialization of Li-ion capacitors for compact cars would open up many other business
opportunities, including helping to meet the increased demand for new hybrid buses, trucks, and passenger
vehicles. This new capacitor also has the potential to be an alternative to conventional lead batteries in the
future, and the widespread use of this environmentally sustainable technology will certainly contribute to

the well-being of society.

To further address environmental issues and meet the social consensus on the transition from the current
buming of fossil fuels to cleaner, renewable, electricity-based secondary energy, FHI is committed to the
development of power storage technologies as the key to further promote the use of hybrid vehicles, fuel

cell vehicles, and electric vehicles.

Consequently, FHI has been concentrating specifically on the development of power storage systems and
the application of NEC Lamillion Energy -made high-capacity manganese Li-ion batteries to prototype
hybrid vehicles, including the Subaru R1e, for further testing and evaluation. This approach has allowed
the company to efficiently acquire added technical value with minimum investment and to solve issues

concerning the practical application and mass production of high-capacity manganese Li-ion batteries.

The TPH and Li-ion capacitor development projects are the latest in FHI’s power storage technologies, and

the practical advances they represent illustrate FHI’s dedication to environmental technology development.

#H##
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Fuji Heavy Industries and Tokyo Electric Power Begin Joint Development of Electric Vehicles

-- Based on the Subaru Rle, the new EV prototype will be used and field-tested by Tokyo Electric Power --

Tokyo, September 2, 2005 - Fuji Heavy Industries Ltd. (FHI), the maker of Subaru automobiles, and
Tokyo Electric Power Co., Inc. (TEPCO) today announced the beginning of joint development of an
electric vehicle (EV). The two companies plan to spend approximately one year designing and
manufacturing the new EV for commercial uses, basing it on the Subaru Rle concept car. While
TEPCO will determine the specifications for use in TEPCO’s business and services, FHI is
responsible for developing and manufacturing 10 prototype vehicles to meet its requirements.
TEPCO will use them as part of its fleet for business and service, and examine their performance as

well as analyze the vehicles’ economic benefits.

While the reduction of greenhouse gases such as CO; has been discussed on the global level, CO,
emissions in the transportation industry increased in Japan during the fiscal year ending March 31,
2004 (fiscal 2004) by 19.8% compared to the level in fiscal 1991. The reduction in CO; emissions is

an urgent issue industry-wide.

TEPCO has a large fleet of vehicles to operate its power business and service its customers, and the
company has set goals to reduce fuel consumption in its fleet, ' and to augment the use of
low-emission vehicles.” The new EV development project represents significant cooperation between
TEPCO, a power company with strengths in developing electric charging systems for EVs, and FHI
with its plans to manufacture and market EVs by further improving on Lithium Ton (Li-Ton) batteries®

suitable for the new vehicles.

In the joint project, which will result in 10 prototypes, FHI will be in charge of producing the model,
based on the Subaru Rle, which will meet specifications determined by TEPCO, including such
conditions as fitting the dimensions of Japan’s mini-cars and other requirements, as well as a per-day
driving distance of 80km. After delivering the 10 vehicles to TEPCO’s branches, FHI will monitor
the daily-use performance data and economic benefits collected and analyzed by TEPCO. Using such
information, FHI plans to examine carefully optimal battery capacity and will continue its efforts to
develop lighter weight, lower cost EVs. TEPCO, on the other hand, will develop a rapid electric
charger, capable of charging up to 80% of the battery within 15 minutes by capitalizing on its

accumulated research and technology in electric charging systems.



Based on the anticipated results of this joint development work, TEPCO will also study the
possibility of switching a part of its fleet of approximately 8,300 vehicles to EVs in the fiscal year
ending March 31, 2008 (fiscal 2008) and beyond. Such a shift to EVs will represent a change in
3,000 vehicles that are currently compact cars of gasoline engine displacement of 1,500cc or less.
The new vehicles will transport only small cargo and will be limited to a daily driving distance of
80km. TEPCO estimates the changeover of 3,000 vehicles to EVs will reduce annual CO; emissions

by 2,800 tons *, and cut yearly fuel cost by 190 million yen.®

FHI envisions that the corporate fleet vehicle market is a promising growth area for EVs. By
accurately understanding the needs of such vehicles at TEPCO and accumulating additional
know-how, FHI will continue improvements on EVs, strive to market them to other companies and

expand the use of EVs.

Notel) TEPCO set numeric targets to reduce fuel consumption of its fleet vehicles during the fiscal year
ending March 31, 2006 (fiscal 2006). Specifically, it plans to lower consumption by 20% from the level of
fiscal 2001, which stood at 0.112 L/km per vehicle on average. The company achieved a 13% reduction in

fiscal 2005 (0.098 L/km) from fiscal 2001.

Note 2) By replacing regular gasoline engine vehicles with low-emission vehicles (EV, hybrid, and others
recognized as low-emission vehicles by Japan’s Ministry of Land, Infrastructure and Transport), TEPCO
plans to increase the number of low-emission vehicles in its fleet. The company set a goal of 100%

replacement during fiscal 2011. In fiscal 2003, its replacement ratio was 51%.

Note 3) Li-ion batteries have a longer life than other batteries, because their mechanism is
fundamentally the transfer of Li-ion between negative and positive electrodes during charging and
discharging, and this type of battery does not require chemical reactions in its electrodes or electric
dissolvent. They also have high specific energy and high-energy efficiency, which are deemed suitable for
EV applications. While their high cost was an issue, the rapid penetration of Li-ion batteries into laptop
and cellular phone markets has substantially lowered the cost of small-sized Li-ion batteries. The EV
prototypes will be mounted with Li-ion batteries developed by NEC Lamillion Energy Co., Ltd., a joint
venture company between FHI and NEC. The battery has prolonged longevity and its safety has been

improved through the use of manganese in its positive electrode.



Note 4) Basis of estimate of 2,800 ton CO, reduction

Premise
Fuel economy Mini cars: 17.5km/L EV: 10km/kWh
CO; emission unit Gasoline: 2.32kg- CO; 2/L Electricity: 0.381km- CO;, /kWh

* Approx. 0.945 ton reduction per vehicle yearly (based on an average of 10,000km driving distance) =
(10,000km /17.5km/L x 2,32kg-CO2/L) - (10,000km/10km/kWh x 0.381km-CO,/kWh)
* Reduction of 2.834 ton of CO, - 0.945 tons x 3,000 vehicles

[Data sources]

17.5km/L: Japan Mini Vehicles Association (web page)

10km/kWh: Target set by the joint development project

2.32kg- CO; 2/L: “Guideline for calculating greenhouse gas emissions fro business and

industries” by Japan’s Ministry of the Environment, Global Environment Bureau

0.381km-CO,/kWh: Result of CO; emission unit during fiscal 2005 at TEPCO

Note 5) Estimated cost reduction effects of 190 million yen

Premise
Fuel economy Mini cars: 17.5km/L EV: 10km/kWh
Cost Gasoline: 128 yen/L Electricity: 10.07 yen/kWh

* Approx. 62,000 yen reduction per vehicle yearly (based on an average of 10,000km driving distance) =
(10,000km /17.5km/L x 128 yen/L) ~ (10,000km/10km/kWh x 10.07 yen/kWh)

* Reduction of approx. 190 (187) million yen - 62,000 yen x 3,000 vehicles

[Date sources]
s 128 yen/L: The Oil Information Center, the Institute of Energy Economics, Japan (An average
price in the Kanto area, including sales tax, based on the Center’s oil market research)
e 10.07 yen/kWh: TEPCO’s rate contracts for commercial users; supply voltage of 6kV or less;
contract power of less than 500kW [Basic rate, excluding sales tax, for the period between

October 1 to June 30]



[Supplemental Information]

Major specifications of the EV to be jointly developed

2 seater

Driving distance: 80km (city-driving with the battery capacity of 8kWh)

Rapid charging: 15 minutes with AC200V outlet (filling up to 80% of the battery)
Normal charging: 8 hours with AC100V outlet

Battery capacity deterioration tolerance: within 20% lower than the initial capacity (after the 7-year
use, over 70,000km)

Development schedules

September-December 2005: Joint designing work on the EV prototype

Mid-October 2005: Completion of the first prototype and delivery

March 2006: Completion of the 10th vehicle and delivery

[When each vehicle is completed, it will be delivered to and field-tested by TEPCO]

Responsibilities of joint development work

TEPCO: development and determination of specifications of the vehicle and major devices; design
and manufacture of a power-charging system; and data collection and analysis of EV uses and
performance

FHI: development of specifications of the vehicle and major devices; design, development and
manufacture of 10 EV prototypes

[FHI will manufacture the prototypes at its Subaru Technical Research Center located in Mitaka,
Tokyo]

Cooperation by NEC Lamillion Energy Co., Ltd. (51% owned by NEC, 49% by FHI): design and

manufacture of Li-ion batteries for the EV prototypes

HHEH
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September 28, 2005

Exhibition outlines of the 39" Tokyo Motor Show 2005

Fuji Heavy Industries Ltd. (FHI), a global manufacturer of transportation and aerospace-related products and
the maker of Subaru automobiles, today announced the major features of its vehicles and technologies, which
will be exhibited at the 39" Tokyo Motor Show 2005, which will open its doors to the public in Makuhari
Messe, Chiba from October 19 to November 6.

With the key word “Think. Feel. Drive. - Creating new value through the crossover concept”, Subaru’s core
message is to appeal a car that realizes pleasurable driving, very high safety and excellent environmental
performance.

In the booth, the concept car “B5-TPH” which equipped with original hybrid system “Turbo parallel hybrid
(TPH)”, technology exhibit “TVX-II" next generation of intelligent vehicle which ensuring driving pleasure,
comfort, and advanced safety, and new crossover vehicle “B9 TRIBECA” (US model) will be exhibited. By
exhibiting these vehicles, Subaru will appeal the new areas of driving pleasure and new functions by
integrating the different values.

A press briefing is scheduled for Wednesday, October 19 Thursday from 11:40 to 12:00 at the Subaru booth
(East hall) where President Kyoji Takenaka presented.




Major exhibits of Subaru booth

*«+B5-TPH * eonceptcar *

The B5-TPH concept car was designed around the concept theme of a car for long-weekend gataways get
aways for couples. The vehicle develops the theme of crossover elements in a future car —a crossover
between a gasoline engine and electric motor, and between a sport wagon and sport utility vehicle (SUV).
Incorporating Subaru’s signature Symmetrical All Wheel Drive (AWD), the concept car provides an
efficiency and comfort glimpse of a future sport specialty car that further enriches the efficiency and comfort.

Major features of the B5-TPH

1. The Turbo Parallel Hybrid (TPH) power train, a new AWD hybrid system, has been applied to 2.0liter
Horizontally-Opposed turbo charged engine in the BS-TPH

2. By combining the electric motor and the Miller cycle boxer turbo engine (2.0L), the engine has achieved
fuel economy improvements and reduced CO2 emissions. This superb, all-range performance is enabled
by the motor assist feature, a motor that is designed to boost engine torque at low revolutions.

3. The vehicle promises versatile handling and maneuverability both on and rough road with its ground
clearance of 200 mm and large-diameter tires.

4. The designs express the pleasure of driving, and of being driven as a passenger. Blending beautiful lines
and the characteristics of the sport wagon, personal coupe and SUV, the car accentuates the crossover of
its designs and function.

*» « [VX-II (Technology exhibit)

“IVX-II (Intelligent vehicle X, X symbolizes the infinite) the next generation of intelligent vehicle which
ensuring driving pleasure, comfort, and advanced safety. Enhancing pleasurable driving, while its integrated
preventive safety functions help the car automatically avoid dangers and restores it to a safe driving position.

Major features of IVX-II

1. Improved its frontal recognition sensors (Active Driving Assist system), that include a pair of stereo
cameras, as well as a milliwave radar unit. The new stereo camera device can not only detect multiple
objects, road traffic lines, and conditions, but it also calculates the distance between the car and an object
as well as the relative speed with which another car is approaching.

2. Adopted the next-generation high performance controller with capability realized by Subaru’s updated
algorithms. the former ensures optimal driving position based on patterns of a driver’s maneuvering. For
the vehicle control, By-wire technology, which is the next-generation chassis control technology is used.

3. In addition to these fast and reliable systems, the IVX-II features Symmetrical AWD. Its low center of
gravity ensures excellent vehicle stability and the ability to retain driving control, which allows a driver
to handle the vehicle at his will. High-tech devices co-exist with the driver’s enjoyment of vehicle
handling, and they interfere with a driver’s control only in necessary instances.



*» « B9 TRIBECA (Display model / US model)

The B9 Tribeca was developed on the concept of a progressive sports utility vehicle (SUV) that represents the
next generation of crossover vehicles. The first-ever Subaru crossover utility vehicle with available seating
for seven passengers, the B9 Tribeca features Horizontally-Opposed H6 boxer engine that delivers agile and
stable control yet while ensuring superb maneuverability as a SUV. The vehicle reveals its roominess in
flexible seating arrangements in three rows for seven passengers. Its sporty and dynamic exterior design
contrasts with a sophisticated interior design that accentuates stylish comfort and safety.

* Blitzen 2006 Model: Touring Wagon

The Touring Wagon version was developed on the Legacy sedan Blitzen 2005 Model introduced in
December 2004 and has since enjoyed accolades. Based upon Legacy Touring Wagon 2.0 GT spec. B, the
vehicle features newly designed interior, front grille, rear bumper, and roof spoiler, and is fitted with 18-inch
wheels.

* Legacy Outback / Forester “Edge” style (Display model)

The development of the vehicle centered on the concept of psychological restoration, and the Edge is a model
that can play a significant role in altering one’s mind set. A true edge in design and technology is proposed in
this new crossover vehicle. Exterior designs that are original to the Edge include its front grille, front bumper
under guard, side sill gamish, roof rail, all of which partly use a high-luster finish and, as well as the new
aluminum wheels.

* Rle (Display model)

Based on the 2-seater R1 mini car, the Rle has been developed as an electric vehicle (EV). Using the high
performance lithium ion battery pack, the EV not only excels in power output but also boasts fast charging
and easy maintenance, both considered problematic aspects of existing EVs.

[The Rle is available at “Clean energy vehicle test ride” outside the Motor Show premises, set up by the
Motor Show organizer.]

* SUBARU IMPREZA WRC 2006 prototype

The prototype is based on the new Impreza, which was introduced in June 2005 in Japan. The SUBARU
IMPREZA WRC 2006 model is scheduled to debut at the FIA WRC Rally Automobile Monte Carlo in 2006.
(FIA homologation application scheduled)

* SUBARU RALLY CHALLENGE

Based on its flight simulator technologies, the Aerospace Company of the Fuji Heavy Industries and Subaru
have jointly developed a fully automatic driving simulator that is set in the Impreza rally car body. The new
driving simulator has a 6-axis motion unit that can support 1 ton of weight on its base, and it allows visitors to
choose rally routes and experience Subaru Impreza rally driving.



Major exhibits

1. BS-TPH {Concept car) World premiere

2. BOTRIBECA- Silvers (Display model /  US model) Japan premiere

3. B9TRIBECA (Red) (Display model /  US model) Japan premiere

4. Blitzen 2006 MODEL Touring Wagon (Display model)

5. Legacy Outack “Edge” style (Display model)

6. Forester “Edge” style (Display modet)

7. Sambar Dias Wagon (Display model / Scheduled for market launch in Japan)
8. SubaruR2 - (Display model / Scheduled for market launch in Japan)
9. SUBARU IMPREZA WRC 2006 Prototype Japan premiere

10. Legacy Touring Wagon 2.0R B-SPORT

11. Legacy B4 (sedan) 3.0R

12, Impreza Sedan WRX STI

13. Impreza Sport Wagon 1.5i G package TransCare Wing seat

14. SuabruR11i

15. Pleo F Limited

16. Subaru 360 (Display model)

17. TPH system (Technology exhibit)

18. IVX-II (Technology exhibit) World premiere
19. Symmetrical AWD (Technology exhibit)

20. SUBARU RALLY CHALLENGE (Driving simulator) World premiere
21. Rle (Display model / Available at “Clean energy vehicle test ride”)

#Hit#
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October 5, 2005
Toyota Motor Corporation
Fuji Heavy Industries, Ltd.

Toyota and Fuji Heavy Industries to Agree

on Business Collaboration
- Toyota to Purchase Shares of Fuji Heavy Industries -

Tokyo - TOYOTA MOTOR CORPORATION (TMC) and FUJI HEAVY INDUSTRIES
LTD. (FHI) announced today that they have signed a memorandum of understanding
stating they will start studying the synergic effects of business collaboration. In the
collaboration, the two companies seek to mutually utilize their management
resources in the fields of research & development and production, and to supplement
each other’'s technological development. The two companies plan to set up a joint
steering committee and to aim for reaching an agreement on concrete collaboration

programs as soon as possible.

TMC and FHI initiated business ties in 2003, when they announced that FHI would
feature TMC's “G-BOOK” network information service as “Subaru G-BOOK" in
Subaru-brand vehicles for the Japanese market. TMC and FHI have come to view
that, while they respect each other’s independency in management, each side could
prosper further by strengthening their business relationship, as global competition

intensifies.

In order to develop its relationship with FHI, TMC decided today to purchase FHI
shares as follows:

Contents of share purchase:

- Party TMC will purchase from: A General Motors Canadian subsidiary
- Number of shares TMC will purchase: 68,000,000 shares
- Ratio of shares to be owned by TMC: 8.7% of FHI's issued shares
- Planned shares settlement day: October 12, 2005
Contact:

Public Affairs Division, Toyota Motor Corporation: 03-3817-9161/1950
Corporate Communications Dept., Fuji Heavy Industries Ltd.: 03-3347-2029
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Fuji Heavy Industries dissolves alliance with General Motors,
entering a new business collaboration with Toyota

Tokyo, October 5, 2005 - Fuji Heavy Industries, Ltd. (FHI), a global manufacture of transportation and
aerospace-related products and the maker of Subaru automobiles, today released its plan of their alliance

changes.

FHI and General Motors Corp. {GM) agreed to dissolve its strategic alliance and capital relationship and
GM, the top shareholder of FHI, will sell all the FHI stocks they hold.

In December 1999, FHI and GM agreed upon a capital and strategic alliance. Since GM purchased about
20% of FHI shares and became the top shareholder of FHI, both companies worked together for various
synergic effects. The joint efforts over the past 6 years period resulted in achievements such as global
procurement, OEM business, technology exchanges, etc. However, the two companies concluded that
mutually beneficial large joint projects are unlikely in future, and came to agree to terminate their strategic

and affiliated company relationship.

Out of the 157 million FHI stocks that GM holds, which accounts for about 20% of the FHI outstanding
common stocks, GM will sell 68 million stocks, 8.7%, to Toyota Motor Corp. (TMC). GM will sell the
remaining 89 million stocks, 11.4%, in the market. At the same time, FHI plans to purchase 90 million

stocks as Treasury Stock.

FHI and GM will discuss on the future direction of ongoing cooperative projects. As for the joint
development project of a crossover vehicle between FHI and Saab, which was announced last year, FHI
and GM have basically agreed to stop the development. FHI has decided to record extraordinary loss of

5,000 million yen, which is a part of the development cost, in this fiscal year.

At the same time, FHI has revised its annual profit estimate announced on May 12, after reviewing the
recent circumstances such as weaker yen, sales momentum, etc. The revised figures are; Operating profit at
36,000 million yen (up 5,000 million from the previous estimate), Ordinary profit at 29,000 million yen
(up 2,000 million yen), and Net profit at 12,000 million yen (down 3,000 million).

Upon TMC obtaining FHI’s shares, TMC and FHI agreed to start studying business collaboration. The two
companies plan to set up a joint steering committee to study possible joint projects to seek synergic effects
in the areas of research & development and production, and to supplement each other’s technological
development.

FHI is going ahead with the 5-year business plan ending March 2007, the FDR-1 plan, and the situation

change this time will not affect FHI’s relentlessness to achieve the target.
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October 5, 2005
Fuji Heavy Industries Ltd

Personnel changes of corporate executives

Effective October 5, 2005, the following corporate executives resigned.
Troy A. Clarke, Director of the Board

Derek C. Leck, Corporate Vice President (General Manager, Subaru Product & Portfolio
Planning Dept.)

Thomas C. Englin, Corporate Vice President (Senior General Manager, Subaru Engineering
Div. and Subaru Technical Research Center)

HHH
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October 5, 2005

Fuji Heavy Industries Ltd.

Revision of Performance Projection for Fiscal Year Ending March 31, 2006

Fuji Heavy Industries Ltd. (FHI) has announced the revision of performance projection for Fiscal

(From April 1, 2005 to September 30, 2005)

Year Ending March 31, 2006 (From April 1, 2005 to March 31, 2006) which was released at the

timing of consolidated and non-consolidated basis financial results announcement on May 12, 2005.

1. (1) Consolidated Basis Revision of Performance Projection for 15t Half of Fiscal 2006

(Unit: Millions of yen)

fiscal year
(Ended March 31, 2005)

Net sales Ordinary income Net income
Previous projection (A) 670,000 2,000 0
Revised projection (B) 670,000 10,000 5,000
Increase and decrease (B-A) 0 +8,000 +5,000
Change of percentage (%) 0 +400.0 -
Actual results of the previous 690,791 15,061 8,275

(2) Non-consolidated Basis Revision of Performance Projection for 15t Half of Fiscal 2006
(From April 1, 2005 to September 30, 2005)

(Unit: Millions of yen)

fiscal year
(Ended March 31, 2005)

Net sales Ordinary income Net income
Previous projection (A) 450,000 10,000 7,000
Revised projection (B) 470,000 20,000 12,000
Increase and decrease (B-A) +20,000 +10,000 +5,000
Change of percentage (%) +4.4 +100.0 +71.4
Actual results of the previous 486,402 16,896 6,706




2006

(From April 1, 2005 to March 31, 2006)

(Unit: Millions of yen)

2. (1) Consolidated Basis Revision of Performance Projection for Fiscal Year Ending March 31,

Net sales Ordinary income Net income

Previous projection (A) 1,470,000 27,000 15,000
Revised projection (B) 1,480,000 29,000 12,000
Increase and decrease (B-A) +10,000 +2,000 -3,000
Change of percentage (%) +0.7 +7.4 -20.0
Actual results of the previous 1,446,491 43,572 18,238
fiscal year

(Ended March 31, 2005)

(2) Non-consolidated Basis Revision of Performance Projection for Fiscal Year Ending March 31,

2006

(From April 1, 2005 to March 31, 2006)

(Unit: Millions of yen)

Net sales Ordinary income Net income

Previous projection (A) 944,000 29,000 10,000
Revised projection (B) 950,000 32,000 9,000
Increase and decrease (B-A) +6,000 +3,000 -1,000
Change of percentage (%) +0.6 +10.3 -10.0
Actual results of the previous 949,511 31,304 2,503
fiscal year

{Ended March 31, 2005)

3. Reason of revisions

We have revised ordinary income and net income due to the following factors. With regard to

net sales, we keep as same.

(Unit: 100 Millions of yen)

15t Half of Fiscal 2006 Fiscal 2006
Reason of Revisions Consolidated | Non-consoli | Consolidated | Non-consoli
basis dated basis | basis dated basis
Reduction of the R&D expenses +40 +40 +60 +60
by the improvement of efficiency
in some activities
Decrease in direct material cost +20 - - -
by pulling forward the cost
Ordinary reduction programs
. Improvement and deterioration -60 +40 -130 -50
mncome in automobile sales volume and
mixture
Decrease in SG&A expenses and +50 +20 +60 +20
others
Increase in amortization of +30 - +30 -
consolidation adjustments
N Extraordinary loss from -50 -50 -50 -50
et di . . .
. iscontinuation of the joint
ncome development

Note: Above mentioned projections are based on certain assumptions and our management’s
proj p g

judgement in light of currently available information, therefore actual results may differ

from these projections.
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October 5, 2005

Company Name: Fuji Heavy Industries Litd.
Representative: Mr. Kyoji Takenaka, President and CEO
Code number: 7270(1¢t section of Tokyo Stock Exchange)

Contact for inquiries; Mr. Shunji Yonekura
General Manager of Administration Department.
Phone: (03)-3347-2005

Notice of repurchase of company’s own shares through ToSTNeT-2
(Announcement of repurchasing of the company’s own share in accordance with Article 211 -3,

paragraph 1, item2 of Japanese Commercial Code through TosTNeT-2)

Fuji Heavy Industries Ltd. (“FHI”) announces the repurchase and repurchase
method of own shares as described below, which has been resolved at the Board of
Directors meeting held today, October 5, 2005 pursuant to Article 211 -3, paragraph 1,
item2 of Japanese Commercial Code.

Announcement

1. Reason of repurchase
As 4309642 Canada Inc., a shareholder of FHI, sells FHI shares they own, FHI would
like to repurchase to maintain the maneuverability and flexibility in equity policies,

2. Resolution of repurchasing company’s own share

Class of shares to be repurchased: Common Stock

Aggregate number of shares to be repurchased: Up to 90,000,000 shares
Aggregate price of shares to be repurchased: Up to 57,600,000,000 yen
Schedule of repurchase:s

October 6 October 7 October 11 | Total
Shares to be repurchased | 27,000,000 36,000,000 27,000,000 90,000,000
% of outstanding shares 3.4% 4.6% 3.4% 11.5%

3. Method of repurchase

FHI will place purchase orders for its own shares through brokerages at the closing
price trading on the Tokyo Stock Exchange Trading Network System (i.e., ToSTNeT-2)
in the 8:45 am session on October 6, 2005 with closing price of its common stock traded
on the first section of the Tokyo Stock Exchange market on October 5, 2005 (xxx yen)
(FHI will not change the method of trading or the proposed trading time). The purchase
orders will be placed only in this trading time.



4.Detail of repurchase
(1) Class of shares: Common Stock
(2) Aggregate number of shares to be repurchased: up to 27,000,000
(Percentage of outstanding shares: 3.4%)
(3) Aggregate price of shares to be repurchased: Up to 14,580,000,000 yen
(Notel) The number of shares for which the Company will place purchase orders
will not be changed. Depending on the market conditions, however, there is a
possibility that a part or all of such shares may not be repurchased.
(Note2) Repurchase will be made to the extent that sell orders match buy orders.s+

5. Announcement of the result of repurchase

FHI will announce the results of purchase of its own shares after completion of
repurchase at 8:45 am on October 6, 2005.

(Further Information)

Current balance of shares issued and treasury stock as of March 31, 2005
Total number of shares (excluding treasury stock): 779,504,873 shares
Treasury stock: 3,361,000 shares

.0
.e
(X}
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October 5, 2005

Company Name: Fuji Heavy Industries Ltd.
Representative: Mr. Kyoji Takenaka, President and CEO
Code number: 7270(1¢t section of Tokyo Stock Exchange)

Contact for inquiries; Mr. Shunji Yonekura
General Manager of Administration Department.
Phone: (03)-3347-2005

Notice of change of the top shareholder
Fuji Heavy Industries Ltd. (“FHI”) announces today that their top shareholder has
changed as described below.
Announcement
1. Process of change
General Motors Canada Limited, the previous top shareholder of FHI, has informed that
they sold all of FHI shares they own to 4309642 Canada Inc. today, thereafter which
became FHI top shareholder.
2. Information of shareholders

(1) Current top shareholder
a. Company Name: 4309642 Canada Inc.

b. Headquarter: 1908 Colonel Sam drive Oshawa, Ontario L1H 8P7 Canada
c. Representative:  President Robbert-Jan Brabander
-d. Business: Holding Company

(2) Previous top shareholder
a. Company Name® General Motors of Canada Limited

b. Headquarter: 1908 Colonel Sam drive Oshawa, Ontario L1H 8P7 Canada
c. Representative:  President Michael Grimaldi
d. Business: Design, production, assembly, distribution, marketing,

sales and export of automobiles and other related technology,
management, finance & insurance etc.

3. Number of owned shares (number of voting rights) and the percentage of total
outstanding common stock

(1) General Motors of Canada Limited



Number of owned shares | Percentage of total Ranking of major
(Number of voting rights) | outstanding common stock | shareholders

Before 157,262,925 20.25% First
transfer (157,262 rights)

After N/A N/A N/A
transfer

(2) 4309642 Canada Inc.

Number of owned shares | Percentage of total Ranking of major
(Number of voting rights) | outstanding common stock | shareholders
Before N/A N/A N/A
transfer
After 157,262,925 20.25% First

transfer (157,262 rights)
Note:

Number of non-voting rights shares excluded from the total outstanding common stock:
3,761,000 shares

Total outstanding common stock on March 31, 2005: 776,484,000 shares

4, Prospect

4309642 Canada Inc will offer sell order of all FHI shares on ToSTNeT-2 system and
remaining shares will be sold in open market if necessary, therefore they are scheduled not
to stay as a top shareholder as of October 6, 2005.

se 00
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October 5, 2005

Company Name: Fuji Heavy Industries Ltd.
Representative: Mr. Kyoji Takenaka, President and CEO
Code number: 7270(1st section of Tokyo Stock Exchange)

Contact for inquiries; Mr. Shunji Yonekura
General Manager of Administration Department.
Phone: (03)-3347-2005

Notice of dissolve of strategic alliance with General Motors Corporation

Fuji Heavy Industries Ltd. (“‘FHI”) announces today that they dissolve the
strategic alliance with General Motors Corporation (“GM”) that started on December
10, 1999 as described below.

Announcement
1. Background

FHI and GM agreed upon a strategic alliance and capital relationship allowing a high
level of management autonomy to establish win-win situation to develop steady and
further growth for the future on December 10, 1999. Since GM purchased about 20% of
FHI shares and became the top shareholder of FHI in April 2000, both companies
worked together for various synergic effects.

The joint efforts over the past 6 years period resulted in achievements such as global
procurement, OEM business, technology exchanges, etc. However, the two companies
concluded that mutually beneficial large joint projects are unlikely in future, and came

to agree to terminate their strategic and affiliated company relationship.

2. Contents

FHI and GM will discuss on the future direction of ongoing cooperative projects. As for
the joint development project of a crossover vehicle between FHI and Saab Automobile
AB, which was announced last year, FHI and GM have basically agreed to stop the
development.

GM will sell FHI shares of 157, 262, 925, and 20.1% of outstanding common stock, that
they own through General Motors of Canada Limited.



3. Outline of GM
Company name:

Headquarter:

Representative:

Business:

General Motors Corporation

300 Renaissance Center P.O. Box 300 Detroit, MI 48265-3000
United States of America

Chairman and CEQO G. Richard Wagoner, Jr.

Design, development, production and sales of automobiles,
and auto related Finance & Insurance etc.o**¢

4. Effect to our financial conditions

FHI has decided to record extraordinary loss of 5 billion yen, which is a part of the

development cost, in this fiscal year.**
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October 6, 2005

Company Name: Fuji Heavy Industries Ltd.
Representative: Mr. Kyoji Takenaka, President and CEQO
Code number: 7270(1st section of Tokyo Stock Exchange)

Contact for inquiries; Mr. Shunji Yonekura
General Manager of Administration Department.
Phone: (03)-3347-2005

Notice of results of repurchase of company’s own shares through ToSTNeT 2

Further to the announcement made on October 5, 2005, Fuji Heavy Industries
Ltd. (“FHI”) today purchased its own shares. The details of the repurchase are described
below. ’

1. Reason for share repurchase: To maintain the maneuverability and flexibility in
equity policies according to the change of management conditions.

2. Class of repurchased shares: Common stock

3. Number of repurchased shares: No shares

4. Price of repurchased shares: 540 yen per share orders we offered
5. Date of repurchase: Thursday, October 6, 2005

6. Method of repurchase: Purchased at the closing price trading on the Tokyo Stock
Exchange Trading Network System (i.e., ToSTNeT-2)

(Reference)

The following details were resolved at the Board of Directors meeting held on Octoeber 5,
2005:

+ Class of shares: Common stock

» Aggregate number of shares to be repurchased: Up to 90,000,000 shares

+ Aggregate price of shares to be repurchased: Up to 57,600,000,000 yen

Cumulative total of shares repurchased to date
+ Aggregate number of shares repurchased: No shares
» Aggregate price of shares repurchased: None
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October 6, 2005

Company Name:' Fuji Heavy Industries Ltd.
Representative: Mr. Kyoji Takenaka, President and CEO
Code number: 7270(1st section of Tokyo Stock Exchange)

Contact for inquiries: Mr. Shunji Yonekura
General Manager of Administration Department.
Phone: (03)-3347-2005¢+ -

Notice of change of the top shareholder and related company

Fuji Heavy Industries Ltd. (“FHI”) announces today that their top shareholder has
changed, hereafter General Motors Corporation does not remain as FHI related company
any more as described below.

Announcement

1. Process of change

FHI top shareholder 4309642 Canada Inc. has sold 68,000,000 shares to Toyota Motor
Corporation and 26,779,000 shares through ToSTNet-2 today. Thereafter, 4309642 Canada
Inc. is no longer FHI top shareholder and FHI related company General Motors
Corporation (“GM”) that invested in FHI through 4309642 Canada Inc. has terminated this
affiliated company’s relationship.

2.0utline of GM

(1) Company name: General Motors Corporation

(2) Headquarter: 300 Renaissance Center P.O. Box 300 Detroit, MI 48265-3000
United States of America

(3) Representative: Chairman and CEO G. Richard Wagoner, Jr.

(4) Capital: US$ 27,726 million

(5) Business: Design, development, production and sales of automobiles,
and auto related Finance & Insurance etc.e**

(6) Relationship: FHI and GM agreed upon a strategic alliance and capital
relationship allowing a high level of management autonomy to
establish win-win situation to develop steady and further growth
for the future on December 10, 1999. Since GM purchased about
20% of FHI shares and became the top shareholder of FHI in
April 2000, both companies worked together for various synergic
effects. The joint efforts over the past 6 years period resulted in
achievements such as global procurement, OEM business,



technology exchanges, etc.
(7) Fiscal year: January through December

3.Number of owned shares, number of voting rights and the percentage of total outstanding
voting rights before and after transaction

Number of Number of owned shares | Percentage of total
voting rights outstanding voting rights
Before transfer | 157,262 rights | 157,262,925 20.25%
After transfer 62,483 rights 62,483,925 8.0%

Note:

Number of non-voting rights shares excluded from the total outstanding common stock:
3,761,000 shares
Total outstanding voting rights common stock on March 31, 2005: 776,484,000 shares

4309642 Canada Inc., a wholly owned subsidiary of General Motors Corporation, invests in
FHI directly.

4.Prospect
As FHI announced at the “Notice of dissolve of strategic alliance with General Motors

Corporation” dated October 5, 2005, GM and FHI concluded that mutually beneficial large
joint projécts are unlikely in future, and came to agree to terminate their strategic and
affiliated company relationship. According to this decision, 4309642 Canada Inc. plans to
sell all of FHI shares they own through ToSTNeT-2 and remaining shares at open market if
necessary. ’
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October 6, 2005

Company Name: Fuji Heavy Industries Ltd.
Representative: Mr. Kyoji Takenaka, President and CEO
Code number: 7270(1¢t section of Tokyo Stock Exchange)

Contact for inquiries; Mr. Shunji Yonekura
General Manager of Administration Department.
Phone: (03)-3347-2005

Notice of repurchase of company’s own shares through ToSTNeT-2
(Announcement of repurchasing of the company’s own share in accordance with Article 211 -3,

paragraph 1, item2 of Japanese Commercial Code through TosTNeT-2)

Fuji Heavy Industries Ltd. (‘FHI”) announces the repurchase and repurchase
method of own shares as described below pursuant to Article 211 -3, paragraph 1,
item2 of Japanese Commercial Code.

Announcement
1. Reason of repurchase
As 4309642 Canada Inc., a shareholder of FHI, sells FHI shares they own, FHI would
like to repurchase to maintain the maneuverability and flexibility in equity policies.

2. Method of repurchase
FHI will place purchase orders for its own shares through brokerages at the closing
price trading on the Tokyo Stock Exchange Trading Network System (i.e., ToSTNeT'2)
in the 8:45 am session on October 7, 2005 with closing price of its common stock traded
on the first section of the Tokyo Stock Exchange market on October 6, 2005 (540 yen)
(FHI will not change the method of trading or the proposed trading time). The purchase
orders will be placed only in this trading time.
3.Detail of repurchase
(1) Class of shares: Common Stock
(2) Aggregate number of shares to be repurchased: up to 36,000,000
(Percentage of outstanding shares: 4.6%)
(8) Aggregate price of shares to be repurchased: Up to 23,040,000,000 yen
(Notel) The number of shares for which the Company will place purchase orders
will not be changed. Depending on the market conditions, however, there is a
possibility that a part or all of such shares may not be repurchased.



4.Announcement of the result of repurchase

FHI will announce the results of purchase of its own shares after completion of

repurchase at 8:45 am on October 7, 2005.

5.Resolution of repurchasing company’s own share

Class of shares to be repurchased: Common Stock

Aggregate number of shares to be repurchased: Up to 90,000,000 shares
Aggregate price of shares to be repurchased: Up to 57,600,000,000 yen

Schedule of repurchase:+

October 6 October 7 October 11 | Total
Shares to be repurchased | 27,000,000 36,000,000 27,000,000 90,000,000
% of outstanding shares 3.4% 4.6% 3.4% 11.5%

(Reference)

Cumulative total of shares repurchased to date

» Aggregate number of shares repurchased: No shares

» Aggregate price of shares repurchased: None-*

Current balance of shares issued and treasury stock as of March 31, 2005

Total number of shares (excluding treasury stock): 779,504,873 shares
Treasury stock: 3,361,000 shares
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October 7, 2005

Company Name:' Fuji Heavy Industries Ltd.
Representative: Mr. Kyoji Takenaka, President and CEO
Code number: 7270(1st section of Tokyo Stock Exchange)

Contact for inquiries; Mr. Shunji Yonekura
General Manager of Administration Department.
Phone: (03)-3347-2005

Notice of results of repurchase of company’s own shares through ToSTNeT-2

Further to the announcement made on October 6, 2005, Fuji Heavy Industries
Ltd. “FHI”) today purchased its own shares. The details of the repurchase are described
below.

1. Reason for share repurchase: To maintain the maneuverability and flexibility in
equity policies according to the change of management conditions.

2. Class of repurchased shares: Common stock

3. Number of repurchased shares: 35,504,000 shares

4. Price of repurchased shares: 640 yen per sharee*

5. Date of repurchase: Friday, October 7, 2005

6. Method of repurchase: Purchased at the closing price trading on the Tokyo Stock
Exchange Trading Network System (i.e., ToSTNeT-2)s+

(Reference)

The following details were resolved at the Board of Directors meeting held on October 5,
2005:

» Class of shares: Common stock

» Aggregate number of shares to be repurchased: Up to 90,000,000 shares

» Aggregate price of shares to be repurchased: Up to 57,600,000,000 yen

Cumulative total of shares repurchased to date
+ Apggregate number of shares repurchased: 35,504,000 shares
» Aggregate price of shares repurchased: 22,722,560,000 yen
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October 7, 2005

Company Name: Fuji Heavy Industries Ltd.
Representative: Mr. Kyoji Takenaka, President and CEO
Code number: 7270(1st section of Tokyo Stock Exchange)

Contact for inquiries; Mr. Shunji Yonekura
General Manager of Administration Department.
Phone: (03)-3347-2005

Notice of repurchase of company’s own shares through ToSTNeT-2
(Announcement of repurchasing of the company’s own share in accordance with Article 211 -3,

paragraph 1, item2 of Japanese Commercial Code through TosTNeT-2)

Fuji Heavy Industries Ltd. (“FHI") announces the repurchase and repurchase
method of own shares as described below pursuant to Article 211 -3, paragraph 1,
item2 of Japanese Commercial Code.

Announcement
1. Reason of repurchase
As 4309642 Canada Inc., a shareholder of FHI, sells FHI shares they own, FHI would

like to repurchase to maintain the maneuverability and flexibility in equity policies.

2. Method of repurchase
FHI will place purchase orders for its own shares through brokerages at the closing
price trading on the Tokyo Stock Exchange Trading Network System (i.e., TOSTNeT-2)
in the 8:45 am session on October 11, 2005 with closing price of its common stock traded
on the first section of the Tokyo Stock Exchange market on October 7, 2005 (614 yen)
(FHI will not change the method of trading or the proposed trading time). The purchase
orders will be placed only in this trading time.
3.Detail of repurchase
(1) Class of shares: Common Stock
(2) Aggregate number of shares to be repurchased: up to 27,000,000
(Percentage of outstanding shares: 3.4%)
(3) Aggregate price of shares to be repurchased: Up to 16,578,000,000 yen
(Notel) The number of shares for which the Company will place purchase orders
will not be changed. Depending on the market conditions, however, there is a
possibility that a part or all of such shares may not be repurchased.



4.Announcement of the result of repurchase

FHI will announce the results of purchase of its own shares after completion of

repurchase at 8:45 am on October 11, 2005.

5.Resolution of repurchasing company’s own share

Class of shares to be repurchased: Common Stock

Aggregate number of shares to be repurchased: Up to 90,000,000 shares

Aggregate price of shares to be repurchased: Up to 57,600,000,000 yen

Schedule of repurchase:* e

October 6 October 7 October 11 Total
Shares to be repurchased | 27,000,000 36,000,000 27,000,000 90,000,000
% of outstanding shares 3.4% 4.6% 3.4% 11.5%

(Reference)

Cumulative total of shares repurchased to date

+ Aggregate number of shares repurchased: 35,504,000 shares

+ Aggregate price of shares repurchased: 22,722,560,000 yen-*

Current balance of shares issued and treasury stock as of March 31, 2005

Total number of shares (excluding treasury stock): 779,504,873 shares
Treasury stock: 3,361,000 shares
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October 11, 2005

Company Name: Fuji Heavy Industries Ltd.
Representative: Mr. Kyoji Takenaka, President and CEO
Code number: 7270(1st section of Tokyo Stock Exchange)

Contact for inquiries; Mr. Shunji Yonekura
General Manager of Administration Department.
Phone: (03)-3347-2005

Notice of results of repurchase of company’s own shares through ToSTNeT-2

Further to the announcement made on October 6, 2005, Fuji Heavy Industries
Ltd. (“FHI”) today purchased its own shares. The details of the repurchase are described
below. In addition to this , FHI has completed its repurchase transactions which had
been resolved at the Board of Directors meeting held on October 5, 2005.

1. Reason for share repurchase: To maintain the maneuverability and flexibility in
equity policies according to the change of management conditions.

2. Class of repurchased shares: Common stock

3. Number of repurchased shares: 27,000,000 shares

4. Price of repurchased shares: 614 yen per shares+

5. Date of repurchase: Tuesday, October 11, 2005
6. Method of repurchase: Purchased at the closing price trading on the Tokyo Stock
Exchange Trading Network System (i.e., ToSTNeT-2)«»

(Reference)

The following details were resolved at the Board of Directors meeting held on October 5,
2005:

+ Class of shares: Common stock

+ Aggregate number of shares to be repurchased: Up to 90,000,000 shares

+ Aggregate price of shares to be repurchased: Up to 57,600,000,000 yen

Cumulative total of shares repurchased to date
+ Aggregate number of shares repurchased: 62,504,000 shares
» Aggregate price of shares repurchased: 39,300,560,000 yen



Exhibit B

Summaries in English

No English versions or translations have been prepared for the below listed documents,

and therefore, we have prepared English summaries to these Japanese language
documents below:

1. Vehicle Recall Information posted on the company’s website:
(http://www.thi.co.jp/recall/main.htm)
®  Fuji Heavy Industries Ltd. reported recalls of Legacy due to defective

caulking for supporting point of rear door handle to the Ministry of Land,
Infrastructure and Transportation on September 15, 2005

2. Extraordinary Report regarding change of the top shareholder of Fuji Heavy
Industries Ltd., as filed with the Kanto Local Finance Bureaus on October 6, 2005



