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Editorial Policy

Organizations covered

This report covers the entire Honda Group, which consists of Honda
Motor Co., Ltd. and its 440 group companies in and outside Japan
(comprising 368 consolidated subsidiaries and 72 affiliated companies
accounted for by the equity method). Sections that do not cover the
entire Honda Group are indicated as such with a reference to the specific
scope. Furthermore, unless the context otherwise requires, the terms
“we,” “us,” “our,” “Company” and “Honda" as used in this Sustainability
Report each refer to the Honda Group.

Period covered

This report focuses primarily on the activities undertaken during FY2018
(April 1, 2017 - March 31, 2018), and also includes past background
information and activities conducted up to the time of publication, as
well as other matters including future outlook and plans.

Standards

This report has been prepared in accordance with the GRI Standards:
Comprehensive option. For details, please refer to the GRI Content Index
(=p.112).

Note: The standards referenced in calculations and/or the basis for calculations is
shown in the corresponding sections.

Honda has been a member of the GRI GOLD Community since 2016.
The Company supports the mission of GRI to empower decision makers
everywhere, through GRI Sustainability Reporting Standards and its
multi-stakeholder network, to take action towards a more sustainable
economy and world. The GOLD Community includes diverse companies
and organizations across business, consultancies, civil society,
academia, labor, public and intergovernmental agencies, totaling 522
members from 67 countries.

GOLD Community

Honda Moter Co.lLtd,

editorial policy

Honda obtained the independent practitioner’'s assurance of the
environmental data for the year ended March 31, 2018. For more
details, please refer to the Independent Practitioner’s Assurance section
of the report (= p. 111).

Data indicated with [A received the independent practitioner’s assurance.

Accounting standards

Figures up to FY2014 are compiled pursuant to generally accepted
accounting principles in the United States (U.S. GAAP) while figures from
FY2015 and thereafter are compiled pursuant to International Financial
Reporting Standards (IFRS).

Date of publication

Publication of this report: June 2018
Planned publication of next report: June 2019
Honda releases a Sustainability Report every year.

For inquiries regarding this report, please contact:

Honda Motor Co., Ltd.

Sustainability Planning Division, Corporate Planning Supervisory Unit
2-1-1 Minami Aoyama, Minato-ku, Tokyo, Japan 107-8556

Tel. +81-3-5412-1159

Published by
Corporate Planning Supervisory Unit, Honda Motor Co., Ltd.

Honda Overview of Performance
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Assurance Cover page pictogram

The design of the pictogram on the cover page
symbolizes Honda's concept of sustainability.

Three Ellipses = “Creating the Joys,” “Expanding the Joys” and
“Ensuring the Joys for the Next Generation” (= p. 13)

Six Precise Circles = Motorcycles, Automobiles, Power Products and
New Businesses for the future (= p. 06)

Supporting Hands = The desire of stakeholders who empathize with
Honda's initiatives (= p. 18)

How to use this report

XXX [ XXXXXXXXXXXX

F To page just shown

S

4 »
To previous J L To next

page page

P XXXXXXXXXXXX

To relevant page in this report, or
website outside of this report, etc.

Disclaimer

This report contains past and current factual data of Honda Motor Co., Ltd. as well
as plans and outlook and future projections based on its management policies and
management strategies as of the date of publication. These future projections are
assumptions or decisions derived from the information available at the time this
report was produced. Please note that the results of future business activities and
events may vary depending on changes in conditions and circumstances. This report
may also contain corrections, restatement or significant changes to information
provided in previous reports.
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Message from the President and CEO —

| would like to take this opportunity to express our gratitude for your cooperation and tremendous support

for Honda's activities.

Honda has provided appealing products and services that bring joy to customers worldwide in all aspects
of our businesses, namely motorcycles, automobiles, power products, aircraft and aircraft engines. Thanks
to these efforts, we have grown as a mobility company that is capable of serving over 30 million customers
in a single year by providing value unique to Honda.

Meanwhile, the business environment surrounding Honda is now at a major turning point. Changes include
the diversification of values such as the shift from “owning” to “using” things (i.e., products and services),
the advance of an aging society and acceleration of urbanization, and the ever more serious issue of climate
change. Moreover, the transformation of the industrial structure due to technological advancements,
including energy conversion, artificial intelligence (Al) and the Internet of Things (loT), is proceeding on a
global level.

To ensure our ongoing viability as a company within this evolving environment, a future-looking vision that
can quickly address the changes of the times is essential. With this in mind, in 2017 Honda formulated the
“2030 Vision,” which articulates our direction toward the future. Specifically, as we continue operating our
existing businesses, we must determine how we are going to transform and evolve the value of our existing
businesses in accordance with the significantly changing expectations of society and the needs of our
customers. Also, we will consider how we are going to create new value in our motorcycle, automobile and
power products business domains beyond the framework of our existing businesses.

In keeping with the “2030 Vision,” we will move quickly to reinforce the “strengths of Honda.” One of
these is creating new value that encapsulates Honda's “passion” to “Serve people worldwide with the ‘joy
of expanding their life’s potential’.” Accordingly, we have newly established a research and development
operation that will focus on new value areas which include robotics. Additionally, we are working to
strengthen collaboration between Japan and overseas bases as well as inter-business collaboration
including motorcycles, automobiles and power products. These efforts are steadily achieving results.

Honda believes its sustainability as a company depends on fulfilling its corporate social responsibilities.
This includes meeting the expectations and demands of stakeholders by providing value such as relevant
products and services while considering the impacts on the environment and society. Equally important
for our corporate sustainability is for Honda to help solve social issues through business activities such as
responding to the Paris Agreement and the United Nations Sustainable Development Goals (SDGs).

You can look forward to Honda continuing to achieve sustainable growth together with society and making

7 Mackiss

President and
Representative Director
Chief Executive Officer

to p m e S s a g e Honda SUSTAINABILITY REPORT 2018 03

further strides within this era of change.
| sincerely appreciate your continued support for our endeavors.




102-16 S <« »

stori : eAssurance
Editorial Honda Overview of Performance
Contents Policy Top Message Philosophy Vo Strategy Governance Report :giRll'Ial;:‘z?;leBtaltr;dex

Honda Philosophy

Honda Philosophy

The Honda Philosophy, bequeathed to the Company by its founders
Soichiro Honda and Takeo Fujisawa, is composed of Fundamental
Beliefs (Respect for the Individual and The Three Joys), the Company
Principle and Management Policies. The Philosophy forms the values
shared by all Honda Group companies and all of their associates and is
the basis for Honda's corporate activities and the associates’ behavior
and decision-making.

Moving beyond words alone, Honda incorporates the Philosophy into
educational programs for its associates and gives it life by turning it
into action, from everyday business activities to management decision-
making, so that every person in the Company can responsibly continue
putting the Philosophy into practice.

Additionally, Honda engages in corporate activities under the concept
of “Free and Open, Challenge, Co-evolution” - that is, the concept of
bringing into play Honda's corporate culture of “taking up the challenge
without fear of failure, free from the prejudice of preconceived ideas,
and with a foundation of teamwork based on trust.”

Society’s expectations toward Honda continue to evolve with the times.
As a responsible global company, Honda will undertake the resolution of
problems while listening to the voices of its diverse stakeholders so as
to meet their expectations and earn their trust.

philosophy

Fundamental Beliefs

Respect for the Individual

Initiative
Initiative means not to be bound by preconceived ideas, but
think creatively and act on your own initiative and judgment,
while understanding that you must take responsibility for the
results of those actions.

Equality

Equality means to recognize and respect individual
differences in one another and treat each other fairly. Our
company is committed to this principle and to creating equal
opportunities for each individual. An individual's race, sex,
age, religion, national origin, educational background, and
social or economic status have no bearing on the individual's
opportunities.

Trust

The relationship among associates at Honda should be based
on mutual trust. Trust is created by recognizing each other as
individuals, helping out where others are deficient, accepting
help where we are deficient, sharing our knowledge, and
making a sincere effort to fulfill our responsibilities.

The Three Joys

The joy of buying
The joy of buying is achieved through providing products

and services that exceed the needs and expectations of each
customer.

The joy of selling

The joy of selling occurs when those who are engaged in
selling and servicing Honda products develop relationships
with a customer based on mutual trust. Through this
relationship, Honda associates, dealers and distributors
experience pride and joy in satisfying the customer and in
representing Honda to the customer.

The joy of creating

The joy of creating occurs when Honda associates and
suppliers involved in the design, development, engineering
and manufacturing of Honda products recognize a sense
of joy in our customers and dealers. The joy of creating
occurs when quality products exceed expectations and we
experience pride in a job well done.

Company Principle

Maintaining a global viewpoint, we are dedicated to supplying products of the highest quality yet at a reasonable price for

worldwide customer satisfaction.

Management Policies

Proceed always with ambition and youthfulness.
Respect sound theory, develop fresh ideas and make the
most effective use of time.

Enjoy your work and encourage open communications.
Strive constantly for a harmonious flow of work.
Be ever mindful of the value of research and endeavor.

Honda SUSTAINABILITY REPORT 2018 04
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Overview of Honda Business Domains

Principal Businesses Segments

Motorcycles

Honda offers a broad lineup from commuter models, which herald motorization in many regions around the
globe and are loved by people the world over, to sports models that give people a taste of the joy of riding
dynamics.

The Honda Super Cub continues to be an ultra long seller as a leading commuter model and cumulative global
production topped 100 million units in October 2017. Honda will celebrate the 60th anniversary of the series’
launch in 2018, continuing to offer the joy of being able to go wherever and whenever one wants through daily
mobility to many users around the world.

The way the commuter model is used made it the perfect candidate for electrification, and the PCX Electric
electric scooter will hit markets in Asia and Japan in 2018. Honda also plans to conduct demonstration testing
for electrified postal delivery motorcycles in collaboration with Japan Post Co., Ltd. (= p. 41)

In January 2018, Honda carried out a full model change of its flagship Gold Wing for the first time in 17 years
as it developed a new body and engine with the aims of realizing a “exhilarating riding experience” and “joy
of maneuvering.” In doing so, Honda completely revamped the Gold Wing as a motorcycle that incorporates a
variety of cutting-edge equipment along with a compact design that pursues functionality and top quality that
enables the rider and passenger to share the highest level of excitement.

In this way, Honda will continue to lead the industry as a top motorcycle manufacturer.

PCX Electric Gold Wing

overview

Editorial Honda 4 Overview of
Honda
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Automobiles

Honda commercializes unique and personal automobiles to provide people with the joy and freedom of mobility.
Honda's production of automobiles commenced in 1963 with the T360 and in 2016 cumulative global production
reached 100 million units. Honda currently offers a diverse variety of automobiles, from the N-Box mini-vehicle
sold in Japan and global models, the Accord and HR-V/Vezel, to the Ridgeline pickup truck in North America and
the NSX super sports car.

Honda is targeting 2020 for reducing CO2 emissions intensity in products by 30% (compared with 2000) and
2030 for electrifying two-thirds of global automobile unit sales.

Accord EV Concept vehicles

Honda SUSTAINABILITY REPORT 2018 06
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Power Products

Honda has been providing annually a total of approximately six million power products to customers in more
than 150 countries and regions based on a diverse range of items including general purpose engines, tillers,
generators, snow throwers, lawnmowers, pumps and outboard engines. Further, through development and
commercialization of the electrified products, Honda continues to propose products that offer new value that are
useful in various facets of people’s daily lives, such as an innovative robotic lawnmower, Miimo, and a portable
battery inverter power source, the LiB-AID E500.

Additionally, the Company is also leasing the Honda Walking Assist Device, an assistive device for use in the
training of walking. The device has been developed based on the theory of human walking, which Honda has
accumulated through its robotics technology. Attainment of the Medical Device Directive (MDD) compliance in
December 2017 has enabled deployment in Europe.

Looking ahead, by improving existing internal combustion engine and proactively promoting electrification,
Honda will continue to deliver products useful in everyday life to people across the world, and to realize a clean,
safe and secure society.

ol

Miimo Honda Walking Assist Device

overview

Editorial Honda 4 Overview of
Honda
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Aircraft and Aircraft Engines

Honda began delivery of the HondaJet to the world at the end of 2015 as a new proposal for personal mobility.
Based on Honda's proprietary technology, including Over-The- Wing Engine Mount (0TWEM), HondaJet provides
a top-class mobility experience in the sky. Sales are underway in North, Central and South America as well as
in Europe and Southeast Asia, and the aircraft has been very well received by the market. The HondaJet was
the most-delivered jet in the small jet category for the first half of 2017 (as reported by the General Aviation
Manufacturers Association (GAMA)). Honda began taking orders for the jet in China in October 2017 and in India
in March 2018.

Honda has also developed an aircraft turbofan engine in collaboration with General Electric (GE). Honda Aero,
Inc. was established to produce the GE Honda HF120, while GE Honda Aero Engines LLC was established as a
50-50 joint venture with GE to sell the engine. The HF120 is a lightweight, compact, high-efficiency and high-
performance turbofan engine with high thrust. Armed with these superior characteristics, sales of the HF120
engine will be expanded to include other aircraft manufacturers by leveraging the success of the HondaJet.

_.=--W/ i

;ﬁ-—:.ﬂ
#—ép:

/f/‘

HondaJet HF120 turbofan engine
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Overview of Honda Value Creation History
2012 2014 2014 2015 2016 2017 2030
First in industry to Secures 100% in Achieves cumulative Enters aircraft Achieves cumulative Cumulative global production of Two-thirds of
industry with global automobile Honda Super Cub reaches automobiles sold to be
electrified vehicles

disclosure score
for CDP 2014

disclose estimated
CO2 emissions
from product use

2012 2014

Achieves cumulative
power products
production volume
of 100 million units

2005

Starts leasing
world's first
fuel cell vehicle

¥

1999

Launches

2006

Develops flexible-fuel
vehicle (FFV) for Brazil

United States

1947 1948
Starts production of Formulates
the A-Type auxiliary “The Three Joys”

bicycle engines

1948

Establishes
Honda Motor Co., Ltd.

1946
Establishes

Honda Technical
Research Institute

overview

Establishes world's first
single-package Smart Hydrogen
Station in conjunction with
Iwatani Corporation

Insight, the first
hybrid car in the

1997
Attains 15014001

certification in Belgium and
at the Hamamatsu Factory
and Tochigi Factory

| sl |

1949

production with
the Honda C-Type

global motorcycle
production volume of
300 million units

Starts motorcycle [

2015

the trainin

1993

Honda's general-|

for conformity wi
gas regulations

1996
Launches world'’s first
self-regulating,
two-legged humanoid
walking robot

the HondaJet

Launches Honda Walking
Assist Device for use in

first in world to receive approval

1953

Starts production
of first power
product, the H-Type
engine

production volume
of 100 million units

2016

Q Revises Honda

e Corporate

g of walking D R i _‘ Governance
Basic Policies

1987
Launches
Japan'’s first
airbag-equipped
automobile

purpose engine

th U.S. exhaust

1986

1990
Introduces

flex-time/childcare
leave system

1940s ~ 1970s
1953

Communicates
policy of “120%
Quality”

Launches the
Super Cub

Secures top place
in U.S. CSI Study

2017

Selected as a
member of the Dow
Jones Sustainability
World Index

1981

1981

1960
Introduces human
resources
qualification
system

1960
Separates R&D Center
into an independent entity
(Honda R&D Co., Ltd.
established)

100 million-unit milestone

Launches Honda
Electro Gyro-Cator
navigation system

1963
Starts
automobile
production
with the T360

2020

Aims to reduce
CO2 emissions
intensity in
products by 30%

Completes first domestically produced
automobile equipped with driver
assist features for persons with
upper-arm disabilities (Civic)

2050

Aims to halve CO2
emissions compared
with 2000 levels

1970
Establishes
Driving Safety
Promotion Center
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Overview of Honda Unit Sales and Principal Operation Bases
1,022
Motorcycles  Automobiles Power (1,000 units) 1 .453
Europe Products 1'1 41
Regional headquarters: 535
Honda Motor Europe Ltd. (U.K.) 1
o o
@ o
:. ° ° Motorcycles — Automobiles Power (1,000 units)
() R Products
° 333 o ® China
t3++444+H++ Regional headquarters: 724
° 3 :. ° Honda Motor (China) Investment Co., Ltd. (Beijing) 3
. . 165 299
[ ) .::
000
o
Motorcycles  Automobiles Power
PY Products
Japan
Y Regional headquarters:
Honda Motor Co., Ltd. (Tokyo)
{ 1}
67 41 90 $
Motorcycles  Automobiles Power (1,000 units)
Products
Africa & Middle East
o

Power
Products

Automobiles

Asia & Oceania
Regional headquarters: Asian Honda Motor Co., Ltd. (Thailand)

Motorcycles

(1,000 units)

Company name: Honda Motor Co., Ltd.

Established: September 1948

President and Representative Director, CEO: Takahiro Hachigo
Capital: 86,067 million yen (as of March 31, 2018)

overview

Joy of mobility to 3 1 y 0 0 0 y 0 0 0 people

transcending national borders

3,010
1,945

294

Motorcycles ~ Automobiles

North America
Regional headquarters: Honda North America, Inc. (U.S.A.)

Power
Products

(1,000 units)

([ J
{ ]
(]
[ ] ...‘ d 000
e ee0s o
[ I ] 0000
® @
(1,000 units)
000
[ ]
[ ]
994 .
[}
(1]
161 109 s
000
00
Motorcycles  Automobiles Power (1,000 units) ®
Products

South America
Regional headquarters:
Honda South America Ltda. (Brazil)

*The graphs show unit sales (retail) of motorcycles, automobiles and
power products (in units of 1,000) for FY2018.
(April 2017 to March 2018)
The symbol ® represents the approximate locations of Honda Group companies.
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Overview of Honda Matrix Management System

Organizational Operating System

On the basis of our Fundamental Beliefs and from a long-term perspective,
to support business expansion six Regional Operations functions and
one Supervisory Unit have been established and are responsible for
management of business operations in their respective regions.

The Business Operations for motorcycles, automobiles and power
products develop medium-to-long-term plans for their respective
products and coordinate efforts with regions to optimize and facilitate
global business operations.

In addition, each of the Company’s functional operations — including
Brand and Communication Operations; Business Management
Operations; Human Resources and Corporate Governance Operations;
IT Operations; Production Operations; Purchasing Operations and
Customer First Operations — is providing support and coordinating
efforts to increase the effectiveness and efficiency of the Honda Group
as a whole.

overview

Product Operations
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. . Supervisor
Regional Operations P sory

Unit

. Africa/

Japan Nort_h SOUt.h Europe sl & China Middle
America America Oceania East

Motorcycles

&5

Automobiles

GO

Power Products

O

Functional Operations

Brand and Communication Operations
Business Management Operations

Human Resources and Corporate
Governance Operations

IT Operations

Production Operations
Purchasing Operations
Customer First Operations
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Overview of Honda Financial Highlights

Sales revenue Operating profit/Operating margin Profit for the year attributable to owners of the parent/
Basic earnings per share attributable to owners of the parent

Operating profit (left) —@— Operating margin (right)
(millions of yen) (millions of yen) 840,711 833,558 (%) Profit for the year attributable to owners of the parent (left)
14,601,151 15,361,146 750,281 —@— Basic earnings per share attributable to owners of the parent (right)
15,000,000 800,000 ’ 12 i
13,328,099 13,999,200 £70.603 (millions of yen) 1'059’337(yen)
11,842,451 1,000,000 600
12,000,000 600,000 9
503,376 590.79
750,000 450
574,107
9,000,000 400,000 6 509,435
500,000 318.54 342.10 300
6,000,000 200,000 3.4 3
d 250,000 191.16 150
3,000,000 0 0
2014 2015 2016 2017 2018  (FY) 2014 2015 2016 2017 2018 (FY) 2014 2015 2016 2017 2018 (FY)
Additions to property, plant and equipment/Depreciation
Dividend per share
P Income tax expense I Additions to property, plant and equipment Depreciation
(millions of yen)
(yen) (millions of yen)
92 100 803,231
100 400,000 800,000
88 88 ’
82 327,592 703920 487,306
80 588,360 484,778
300,000 600,000 ’
252,662 245139 594 095 u51052 [ 486,610 | 484133 | 513459
60 419,022 !
200,000 400,000
40
100,000 200,000
20
(13,666)
0 0 0
2014 2015 2016 2017 2018 (FY) 2014 2015 2016 2017 2018 (FY) 2014 2015 2016 2017 2018 (FY)

Figures up to FY2014 are compiled pursuant to generally accepted accounting principles in the United States (U.S. GAAP) while figures
from FY2015 and thereafter are compiled pursuant to International Financial Reporting Standards (IFRS), except for FY2014 amounts
for “Additions to property, plant and equipment / Depreciation”, which are based on IFRS and not U.S. GAAP.
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Material Issues

* Advancing powertrain electrification * Strengthening brand management

* Eliminating the mobility divide e Utilizing management resources efficiently

* Improving the quality of the mobility experience * Contributing to the economic development of developing countries

* Applying automation and information technologies to everyday life

Honda SUSTAINABILITY REPORT 2018 12
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> Honda’s Sustainability *------ 13
The Honda Philosophy forms the values shared by all Honda Group companies and all
. of their associates and is the basis for Honda's corporate activities and the associates’
Roadmap for Sustainable behavior and decision-making.
Growth «eeerrerrrrrrrrreeees 14 In order to achieve both the creation of growth opportunities for the Company and a
sustainable society, Honda has set striving to be “a company that society wants to exist”
2030 Vision ==resrmernenenns 15 as its direction for the 21st century. It is also advancing initiatives known as “Creating
the Joys,” “Expanding the Joys” and “Ensuring the Joys for the Next Generation.”
- . The “2030 Vision” is one milestone indicating in concrete terms the direction Honda
Materiality Matrix =«==r=r=v-- 16 . L , T
ought to take toward realizing these objectives. For Honda's sustainability, it is important
Sustainability Management
Structure ................... ‘|'7
Stakeholder Engagement = +=-* 18
Direction for the 21st Century
Research and Development -+ 20
Aiming to be a “company that society wants to exist”
Innovation Management = ----- 21

[Guidelines]

B Strategy Governance Report
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to both meet stakeholders’ expectations and needs by providing products and services
of value, fulfill its corporate social responsibility such as by considering the impact on
the environment and society, as well as to contribute to the resolution of social issues
through its business activities. To this end, Honda is devising medium- and long-term
strategies that consider the roles it should fulfill and contributions it should make.
Further, these are matched to the characteristics of each region around the world, using
the materiality matrix, which assesses issues based on both stakeholder and Honda's
corporate perspectives, as its guide.

Ensuring the Joys for

Creating the Joys | Expanding the Joys the Next Generation

2030 Vision (=015
Serve people worldwide with the
“joy of expanding their life's potential” D E—
—Lead the advancement of mobility and enable people
everywhere in the world to improve their daily lives—

Medium- and long-term strategies

Reflecting in Management

Stakeholder

— Engagement
(=p.18)
Materiality Matrix

Fiscal year plan

Honda Philosophy (= p.04)

Honda SUSTAINABILITY REPORT 2018 13
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Honda’s Sustainability == ------ 13
Honda is facing numerous social issues that have been much discussed, including In formulating the Vision, Honda examined long-term environmental changes from two
. poverty and refugee problems, human rights issues, climate change, energy problems, perspectives: forecasting, or looking ahead to the future from the present point in time,
»> Roadmap for Sustainable improving occupational health and safety, and the aging of society. Within this context, and backcasting, or looking back from 2050 to the present. As the Company continues
Growth == 14 for Honda, which undertakes a diverse range of businesses globally, understanding its operating existing businesses, how is it going to transform and evolve the value of
opportunities and responsibilities in the value chain will also be essential for identifying existing businesses in accordance with the significantly changing expectations of society
2030 Vision ==resrmeernenenns 15 priority issues in management. In addition, in order to swiftly respond to and overcome and the needs of Honda customers?
rapid changes in the business environment, it is necessary to set forth Honda's future Moreover, how is Honda going to create unprecedented new value in motorcycle,
Materiality Matrix =« ««=««««- 16 direction in the form of a vision. automobile and power products businesses, as well as new areas beyond the framework
The “2030 Vision” embodies an ideal image of what Honda wants to be in the year 2030 of its existing businesses?
in order to continue being “a company that society wants to exist” in 2050, when the In order to formulate a vision that will enable the realization of sustainable growth over
Sustainability Management Company will have marked more than 100 years since its founding. the long term, Honda has examined the direction of the transformation of its businesses
Structure ==errrrerarreeeee 17 toward 2030 from the three perspectives of “Current, Transformation and New.”
Stakeholder Engagement = +=-- 18
Research and Development --- 20 Roadmap for sustainable growth Continue to be a company
that society wants to exist
Innovation Management = :---- 21 100 years since its

strategy

Continued growth
as a company

Motorcycle

Automobile

Power
Products

foundation and beyond

Creation of new value
New Transformation

% Transformation

Existing businesses

Forecasting perspective > Ideal Image < Backcasting perspective

Now

2030 2050
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2030 Vision

The 2030 Vision formulated by Honda is expressed in the statement, “Serve people
worldwide with the ‘joy of expanding their life's potential'—Lead the advancement of
mobility and enable people everywhere in the world to improve their daily lives—." To
embody this Vision, the Company set the direction of its concrete initiatives as action
guidelines for the 21st century from three perspectives: “Creating the Joys,” “Expanding
the Joys” and “Ensuring the Joys for the Next Generation.”

From the first perspective of “Creating the Joys,” Honda will work on “creating value
for ‘mobility’ and ‘daily lives.” The Company will focus on three areas, namely mobility,
robotics and energy, in order to provide people with the “joy and freedom of mobility”
and “joy of making their lives better.”

From the second perspective of “Expanding the Joys,” Honda will undertake efforts
to “accommodate the different characteristics of people and society.” In this area, the
Company will strive to further expand the joy of people by offering products and services
that are optimized for all people reflecting different cultures and values and diverse

B Strategy
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Report

societies, irrespective of whether they are in developed or developing nations.

From the third perspective of “Ensuring the Joys for the Next Generation,” the Company
will make progress “toward a clean and safe/secure society.” Striving to become No.1
in the areas of the environment and safety, Honda will invest more resources in these
areas and will strive to become a company that leads efforts to realize a carbon-free
and collision-free mobile society.

In this Vision, Honda has returned to its universal passion and made a major shift in its
direction from quantity to quality. To this end, the Company has set its corporate attitude
to realize “growth through the pursuit of quality.” The Company will aim to expand the
circle of joy and let the Honda brand shine even brighter through the steadfast pursuit of
the “quality of value Honda provides” and “quality of its initiatives.”

To realize this Vision, the Company will make effective utilization of limited corporate
resources to transform and evolve existing businesses and create new value.

2030 Vision

Serve people worldwide with the “joy of expanding their life’s potential”

—Lead the advancement of mobility and enable people everywhere in the world to improve their daily lives—

{Creating the Joys)
Creating value for
“mobility”and “daily lives”

Provide people the joy and freedom of mobility
Provide people the joy of making their lives better

Growth through the pursuit of quality

{Expanding the Joys)
Accommodate the different
characteristics of people and society

Provide the ideal products and services that fulfill
societies’ expectations and meet individual needs

Business viewpoint to focus on: Effective utilization of corporate resources

{Ensuring the Joys for the Next Generation)
Toward a clean and safe/
secure society

Lead efforts to realize a carbon-free society

Lead efforts to realize a collision-free mobile
society
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Contents Editorial s NEEEEre Honda Overview of
Policy P 9 Philosophy Honda
B Strategy Materiality Matrix
Honda's Sustainability == ==---- 13
Evaluation of Issues from the
Roadmap for Sustainable ’ . H H
SRR ” Stakeholders’ Perspective (Materiality Matrix)
Toward achieving our long-term vision which is based on the Honda Philosophy, key
2030 Vision *rrreesrrrrrnnnnnn 15 issues to be addressed are organized from our perspective and from the viewpoint
of our stakeholders. The materiality matrix provides the essential framework for
> Materiality Matrix ===« ==++- 16 organizing these i;sues. By crea.ti‘ng and employing this- matr-i>.(, we confirmed the
coverage of overall issues and clarified where each of them is positioned.
The materiality matrix was prepared in two stages; identifying issues and then
Sustainability Management categorizing them according to their materiality. Issues were identified through dialogue
Structure === rsrrrrrareren 17 among members of respective operating divisions within the Company and the process
Stakeholder Engagement ==« 18
Materiality matrix
Research and Development --+ 20
Innovation Management = ----- 21

*1 SDGs are international objectives related
to such areas as poverty, hunger, energy,
climate change and a peaceful society
adopted at the United Nations Sustainable
Development Summit in 2015.

*2 Disparity in quality of life between those
who do and do not have access to mobility

strategy
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took into account various viewpoints including global and value chain perspectives, the
status of technological innovation, Sustainable Development Goals (SDGs)*! and social
issues pursuant to the Paris Agreement. We evaluated the materiality of these issues
in light of the views of stakeholders through dialogue with leading environmental,
social and corporate governance (ESG) rating agencies and NGOs in Europe and the
United States that focus on sustainability issues. The contents were also evaluated and
assessed by management at the Company’s Sustainability Strategy Committee meetings
and other occasions.

This resulted in the successful visualization of critical issues on a priority basis as a
mobility company, including the realization of a carbon-free and collision-free mobile
society. We believe our efforts should contribute to the achievement of certain SDGs,
notably Goal 13 “Take urgent action to combat climate change and its impacts”; Goal 7
“Ensure access to affordable, reliable, sustainable and modern energy for all”; and Goal 3
“Ensure healthy lives and promote well-being for all at all ages.” Critical issues specified
based on the views of stakeholders are being reflected in company-wide strategy and
incorporated into respective business activities to achieve the Company's vision.

[ Company that society wants to exist

Realizing 2030 Vision

r}[ Reflecting in corporate strategy ]

[ Prioritizing issues to be addressed
18 J

S Conserving water resources
T::l Deploying total supply chain sustainability initiatives
A%A Respecting human rights

A&A Ensuring occupational health and safety
S¢ Preserving biodiversity
Sy Managing chemical substances and preventing pollution

@ Contributing to the economic development of
developing countries

C:l Sy Responding to climate change and energy issues
S Ensuring clean air
@ S Advancing powertrain electrification
Sy Utilizing resources efficiently
@) Reducing traffic fatalities
Q Assuring outstanding product quality
@ Eliminating the mobility divide*?

@ Improving the quality of the mobility experience

@ W Applying automation and information technologies
to everyday life

@ Strengthening brand management

@ Utilizing management resources efficiently

@ Strengthening corporate governance

ARA Expanding diversity and development of human resources

Strategy (= p. 12)

Governance (= p. 23)

Environment (= p. 36)

Safety (= p. 56)

Quality (= p. 65)

Human Resources (= p. 79)

Important to Stakeholders

Issues in each quadrant share the same priority.

Supply Chain (= p. 96)

Initiatives toward each critical issue are

v

Important to Honda

explained in each part.
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Honda's Sustainability == ==---- 13
Structure for Deliberating Sustainability
Roadmap for Sustainable ' H
Growth *+ssesrrseneensssanns 14 In|t|at|Ves Sustainability management structure from FY2018
Honda organized the Sustainability Strategy Committee, chaired by the Executive Vice
2030 Vision *rrreesrrrrrnnnnnn 15 President and COO, as a platform to discuss and assess policy and initiatives related to Board of Directors
sustainability activities.
Materiality Matrix «««««=««««- 1% Through this Committee, we identify the challenges in realizing the long-term vision of
ateriatity Matrix the Company, referring to the expectations and demands of key stakeholders recognized
through dialogue, and deliberate on material issues at the management level, including
» Sustainability Management verifying progress of response and implementation. Executive Council
Structure --rrrrrerrreeeees 17 From FY2018, it has been decided that sustainability issues are discussed in one
committee in a more integrated manner, including environmental and safety-related
Stakeholder Engagement « -« - - 18 domains that were discussed in a different committee until the previous fiscal year.
Honda determines corporate strategies through the Executive Council and Board
of Directors, taking into consideration the key challenges examined here. Then the
Research and Development --- 20 Company breaks them down into policies and measures for business and functional Sustainability Strateav Committee
operations and subsidiaries for actual execution. Yy gy
Innovation Management = ----- 21

strategy

Deliberate on material issues related

to all areas of corporate sustainability Chair: Executive Vice President and COO

Attendees: Executive Council members,

including: : . g
«Medium- and long-term strategies/ ~ OPerating Officers, Audit
policies and Supervisory Committee members

(excluding Outside Directors)
Convened: Once per year

Executive Office: Corporate Planning
Supervisory Unit

sInformation disclosure direction
e|lssues/progress

l

Business and Functional Operations/Subsidiaries
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102-40,102-42,102-43,102-44,103-1,103-2,103-3,413-1

strategy

surveys, Enjoy Honda,
etc.

Associates
Associate satisfaction
surveys, dialogue
between executives and,
associates, etc.

Local
communities

Plant tours, social
activities by associates,
etc.

Dealers
Dealer
Conferences/briefings,
etc.

Suppliers
Supplier networking
events, supplier risk
assessments, etc.

Media
Communication with
journalists, new model
launch events, etc.

verification for products,
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B Strategy Stakeholder Engagement
Honda's Sustainability == ==---- 13
Basic Approach
Roadmap for Sustainable N . o . . e . L
GrOWEh =« = reeersrennrernnnns 14 To be a “company that society wants to exist,” Honda must appropriately and accurately stakeholders regarding the Company’s initiatives while also giving the Company an
convey to society the value that it seeks to offer. Together with this, Honda must put understanding of changes and risks in the social environment.
into practice a communication cycle in which it engages in dialogue with diverse Based on this understanding, the various divisions at Honda conduct dialogues globally
2030 Vision ===rererrnenes 15 stakeholders to grasp and understand the demands and expectations placed on the through a variety of opportunities with the stakeholders engaged in Honda's business,
Company, translate these into concrete measures and implement them, and finally listen namely, those stakeholders shown in the diagram below that either are impacted by
Materiality Matrix «=+«=+==+«- 16 to stakeholders’ evaluations of its activities. Honda's business activities or whose activities impact Honda’s business activities.
Especially in recent years, the growing scale and globalization of companies, In addition, opinions gained from leading ESG rating agencies and NGOs are reflected
. - along with the rapid proliferation of IT, have heightened the impact of companies on in the Materiality Matrix (= p. 16), which is utilized in identifying issues Honda ought to
Sustainability Management . . . . . .
GUPUCHUE »# e s e menmeneennens 17 society, and vice-versa. As this process continues to accelerate, Honda considers be addressing.
ructure that stakeholder dialogue is a beneficial tool that leads to a proper understanding of
» Stakeholder Engagement 18
[
Research and Development -+ 20 Stakeholder engagement
Shareholders
' Customers and Investors
Innovation Management = ----- 21 ° Customer satisfaction Shareholder meeting °

and briefings for
institutional investors,
ete.

National/
Local government
Dialogues concerning local
government policies and

available technologies,
feasibility studies, etc.

Economic
and Industry
organizations
Participation in
councils, etc.

International
organizations
Participation in
international initiatives,
etc.

NGOs
Regular communication,
response to surveys and
questionnaires, etc.

Research
institutes
Merchantability

co-development of
technologies, etc.
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Honda's Sustainability == ==---- 13 ) ) . ) )
Cooperatlon with External Organlzatlons Selected for the Th|rd.Stra.|gl;ht Year with a Bronze Class Rating in
Roadmap for Sustainable o B o the RobecoSAM Sustainability Index
Growth »««cseerrnssreeerenns 14 To carry out our responsibility as a global mobility company, Honda engages in dialogues
with government, economic and industry organizations and also cooperates with Honda was selected for the third year running with a Bronze Class rating in the
o external bodies. In Japan, Honda personnel serve as vice chairman, committee head and Automobiles sector of the Sustainability Award 2018 issued by Switzerland-based
2030 Vision ===rererrnenes 15 committee member within the Japan Automobile Manufacturers Association, president RobecoSAM. RobecoSAM evaluates sustainability of approximately 2,500 companies
of the Society of Automotive Engineers of Japan, as well as vice president of the Tokyo worldwide in terms of economic, environmental and social criteria. Companies deemed
Materiality Matrix «==r=x=---- 16 Chamber. °_f Commerce and Industry. . . . to be particularly outstanding in each sector are rated in categories of Gold Class, Silver
In addition, Honda personnel serve as technical committee chairs and other Class and Bronze Class each year
. - representatives in the international motorcycle and automobile industry bodies such
Sustainability Management . . .
GHPUICHULE * « < e e e nrneennenns 17 as The International Motorcycle Manufacturers Association (IMMA) and Organisation ROBE
ructure Internationale des Constructeurs d’Automobiles (OICA). Furthermore, Honda cooperates 0 - ECQSAM
with initiatives related to sustainability through membership in the World Economic Sustainability Award
» Stakeholder Engagement 18 Forum (WEF) and the World Business Council for Sustainable Development (WBCSD). Bronze Class 2018
At Honda, we delegate authority to regional operations within a certain scope when
Research and Development --- 20 executing business in respective regions in order to enhance local autonomy and enable
speedy decision-making. Political contributions are made following required internal . .
procedures based on the laws and regulations of respective countries. Securmg an A- on the CDP Japan 500 Climate Change Report 2017
Innovation Management = ----- 21

strategy

External Evaluations
Honda Selected to the Dow Jones Sustainability World Index

In September 2017, Honda was selected for the first time as a component of the Dow
Jones Sustainability World Index after being ranked fifth in the global Automobiles
sector in the annual review of the Dow Jones Sustainability Indices (DJSI), one of the
key benchmarks for socially responsible investing. At the same time, the Company was
selected for the third consecutive year as a component of the Dow Jones Sustainability
Asia/Pacific Index.

The DJSI are investment indices run and offered cooperatively by U.S.-based S&P Dow
Jones Indices and Switzerland-based RobecoSAM. The sustainability of the world’s leading
companies are evaluated from three perspectives in terms of economic, environmental
and social criteria and select companies that demonstrate overall excellence for
inclusion in the indices.

Dow Jones _
Sustainability Indices

In Collaboration with RobecoSAM «

In October 2017, CDP released the results of a survey on climate change initiatives and
reduction of GHG emissions for 5,000 major companies worldwide.

Honda received an A- rating, a score at the leadership level, in recognition of activities
deemed to be best practices in environmental management in the CDP Japan 500
Climate Change Report 2017, one of those categories.

CDP is an international NPO that provides a global system for measuring, disclosing,
managing and sharing important environmental information from companies and cities.
Company initiatives in environmental challenges are evaluated in the four stages of
information disclosure, awareness, management and leadership.
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*1 Steel sheet with tensile strength higher
than that of ordinary steel sheet

*2 Honda survey (as of August 2017)

*3 A pillar-shaped material that connects the
body with the roof between the front seat
and rear seat. It is visible when getting
in and out of a vehicle and is an essential
component for body strength.

strategy

Research and Development

Value Creation from an Independent Entity

In 1960, Honda spun off the research and development division from Honda Motor Co., Ltd.
as an independent entity with the founding of Honda R&D Co., Ltd.

As expressed by words of Honda’'s founder Soichiro Honda, “What | am researching is
not technology, but rather what people like,” the aim of Honda's research is not just to
research technologies but to also undertake research that extends to people’s values.
This is because researching people’s values will enable Honda to create new value
through the cultivation of unexplored domains.

Honda R&D has separate research centers for the motorcycle, automobile and power
products businesses to research and develop products. These research centers have
established structures in their respective regions to carry out highly efficient product
development in accordance with the products and market characteristics of each
business. Additionally, Honda R&D promotes wide-ranging in-house development that
encompasses products as well as technologies for raw materials and elements. This has
enabled Honda to gain a deep understanding of these technologies and allowed for the
creation of proprietary technologies and products using unique concepts. The research
centers share research results with one another for effective usage, while working to
develop products suited to local markets and to gather information on leading-edge
technologies and markets through cooperation and coordination with local regions.
Moreover, in response to recent technological innovations and industrial changes, Honda
has declared a commitment to joint development and collaboration with a wide range
of technological and business partners and is firmly pushing ahead with these efforts.
Besides advancing existing businesses, the aim is to drive innovation that transcends
conventional fields.

Besides these centers, at the Fundamental Technology Research Center, research has
been conducted based on diverse ideas that give an insight into the future. From here,
aircraft, aircraft engines, fuel cell vehicles, hydrogen production stations and walking
assist devices have been commercialized. In addition, robotics technology developed at
the center has been used for posture control for racing motorcycles and in automated
driving research for automobiles. The center was transformed into R&D Center X in 2017
with the aim of creating further new value (= p. 21).
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Large Weight Reduction by Reviewing the Basic Body Frame
from Materials and Joining Methods

Along with a full model change for the N-Box, the top-seller in Japan's mini-
vehicle category for three consecutive years, Honda redesigned approximately
90% of components, beginning with a newly designed platform and powertrain,
to reduce weight by around 80kg even while installing enhanced safety features
and other functions.

For the body, where the largest weight reduction was achieved, Honda expanded
the use of high-tensile strength steel sheets*' to allow the use of thinner materials
while ensuring sufficient strength. As a world-first*2, Honda utilized the 1180MPa-
class high-tensile strength steel sheet, which up to now was used mainly for inner
frame reinforcement due to the difficultly in shaping, for the outer panel of the
center pillar*3.

Honda also effectively introduced new production technologies such as shifting
from usually applied spot welding to seam welding and joining surfaces by high
viscosity adhesive materials to increase the body rigidity while significantly reducing
weight. In addition, Honda reviewed body structure to improve crashenergy
absorption during collisions and enhanced crash safety performance at the same
time. These advancements enabled Honda to complete the basic body frame, which
simultaneously realized improved cabin space and collision safety performance,
high rigidity, secure and fun driving experiences as well as excellent fuel economy.

Previous model Steel sheet with New model N-Box

over 780MPa-class
10.5% tensile strength

39.7% 35.2%

Steel sheet with
over 780MPa-class
tensile strength

11.1%

(MPa)
(MPa) m1180
D980 D980
m780 m780
W|590 m590

0440
@270

0440
@270
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Promoting Open Innovation That Accelerates
Research & Development in New Fields

Growth ..................... 14

Honda has been striving to evolve mobility and the daily lives of people all around 3E concept
2030 Vision ==r=srrasrnernann 15 the world as part of our 2030 Vision (= p. 15). This requires R&D in new domains in

addition to the existing motorcycle, automobile, power products and aircraft domains.
Materiality Matrix ««+«++-+«- 1% The potential for creating new value is growing in increasingly diverse fields in line with

Sustainability Management

Structure =«--errrrrrnraees 17 strategic ties with innovative partners. There is no denying that development in a closed Expand the potential of Grow by experiencing Acknowledge each other’s
environment would not be able to keep pace with the speed of change in today’'s world. people who play each other's changes existence through
Stakeholder Engagement * -+ -+ 18 To enable a swift response, Honda is embracing open innovation. Based on the concept the leading role through living compassion and
of “Al X Data X Honda's strengths,” we are working toward Mono-zukuri (the art of together empathy
making things) and Koto-zukuri (new experiences drawn from the art of making things)
Research and Development -+ 20 that provide new value in harmony with people as an extension of our manufacturing
projects up until now.
» Innovation Management - ----- 21

strategy

advancements in artificial intelligence (Al), big data and other digital technologies. Honda
sees this as a favorable opportunity and is focusing on R&D in more new areas.
In addition, Honda is taking a proactive approach to open innovation, which encourages

Opened R&D Center X

In April 2017, Honda established R&D Center X, which takes a non-traditional approach
to assume responsibility for R&D in “new value” areas ahead of new challenges.

R&D Center X will conduct R&D with a focus on long-term strategy in consideration
of Honda's ideal image for 2030 and with 2050 as its starting point. In robotics, one of
Honda’'s R&D domains, we aim to realize a robotics society that will further highlight
the inherent greatness of human beings in areas that include autonomously operated
machines and systems, such as mobility systems in addition to robotics technology,
and energy management, which is necessary to power them. The Center has stated 3E
(Empower, Experience, Empathy) as the concept behind its R&D.

In February 2017, Honda opened Honda Innovation Lab Tokyo in Akasaka, Tokyo,
as a new hub to promote open innovation prior to the establishment of R&D Center X.
We have received a high number of inquiries already as a space for strategic ties with
outside entities and there are high expectations that it will produce significant results in
the future.

Empower Experience Empathy

T OPI1CS

Proposing a Robotics Society at CES 2018

Honda once again took part in the Consumer Electronics Show (CES), the world's
largest trade show in the consumer electronics field held in the United States in
January 2018. The Company's exhibit was centered on Honda's 3E concept and
proposed a robotics society that will further highlight the inherent greatness of
human beings, one of Honda's aims. A concept model of a robot embodying 3E
was presented at the venue, attracting the attention of visitors.

The 3E-A18 can
communicate and empowers people observing and servesasa in a broad range of work

The 3E-B18 The 3E-C18canlearnby  The 3E-D18 supports people

interact with people. to be mobileina platform for product sales activities on grueling terrains.
variety of situations. and mobile advertising.
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Innovation Management

Roles of Honda R&D Innovations

In 2015, Honda established Honda Xcelerator, an open innovation program
headquartered in Silicon Valley. With locations in Silicon Valley, Detroit, Europe, Israel,
China and Japan, Honda Xcelerator serves as a catalyst to discover new technologies
and proactively seeks to partner with startups globally. The program helps startups
with innovative ideas through access to a collaborative workspace, test vehicles and
support from Honda mentors. Focus areas of development for the program include
energy, human machine interface (HMI), personal mobility, automated driving, artificial
intelligence (Al), robotics, advanced materials and industrial innovation as part of aims
to revolutionize mobility and energy management.

Silicon Valley-based Honda Innovations (Honda R&D Innovations, Inc.) is the driving
force behind Honda Xcelerator. Honda first established Honda Research Institute,
established in Silicon Valley in 2000 and added a corporate venture capital (CVC) function
in 2005. In 2011, the CVC group became part of Honda R&D Americas, transforming into
an open innovation lab called Honda Silicon Valley Lab. In April 2017, the lab became
Honda Innovations, an independent new company with an expanded mandate — a global
role for R&D in new value areas, growing from development focused on the conventional
automobile. The new company, Honda Innovations, has taken on the role of discovering
and developing new technologies, focusing on near-future developments.

Global development of Honda Xcelerator

© Europe Canada
China o ¢Boston
L4 e Japan Silicon Valleye® Detroit
® Israel
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Honda Innovations has already partnered with a number of startups and is pushing
ahead at the speed of Silicon Valley. Honda Innovations also partners closely other
Honda R&D facilities in Japan and overseas in a push toward viable future application.
Headquartered in Silicon Valley, Honda Xcelerator has established a network of satellite
operations in Boston, Israel, Detroit, Europe, China and Japan.

In 2014, Honda Innovations also established “Honda Developer Studio,” an open
innovation program focusing on new services, connected vehicles and applications
leveraging Honda products, such as the automobile as a platform. Development is
focused on such areas as new services and payment systems as well as in-vehicle
entertainment for passengers.

Honda Innovations serves as the open innovation hub for Honda globally and leverages
several tools to share information and promote interdepartmental collaboration. One
such tool is an internal newsletter shared with Honda engineers and researchers
around the world. Also, a “Demo Day” is held twice a year to introduce the latest
technology trends and technologies under development, and anyone from Honda who
wishes to participate can do so. Demo Days help to uncover the needs of engineers and
researchers, provide hands on experience and spread the culture of open innovation
throughout Honda.

Honda will continue to proactively promote open innovation and pursue development
in new value areas at the global level.
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H Please refer to “Honda Corporate Governance Basic Policies” and Corporate
c l 30 BaSIC ApproaCh Governance Report for Honda's basic policy, structure and composition of members
ompliange =+ -srreerraneaan : . ; -
P Honda strives to enhance corporate governance as one of the most important tasks for its related to corporate governance, policy on the appointment of Directors, an outline
) management, based on the Company’s basic principle, in order to strengthen the trust of of self-as§essment f|n.d|ngs. made by the Board of Plrectors and philosophy on
Risk Management ====-=----- 33 our shareholders/investors, customers and society; encourage timely, decisive and risk- remuneration for Executive Officers. (Please refer to the link below.)
considered decision-making; seek sustainable growth and the enhancement of corporate
Governance Data =++ererreren 35 value over the mid- to long-term; and become “a company that society wants to exist". .
“Honda Corporate Governance Basic

The resolution has been approved in a regular shareholders’ meeting held on the 15th
of June 2017 and the Company is adopting a “company with an Audit and Supervisory
Committee” system with the aim of reinforcing the supervisory function of the Board of
Directors and ensuring the prompt decision-making. Under the system, the Company
operates the Audit and Supervisory Committee, which consists of Directors, to delegate
the authority to Directors from the Board of Directors and accelerate the separation of
the supervisory function and business execution function.

Honda is making efforts to appropriately disclose corporate information including the
release and disclosure of quarterly financial results and management policies in a timely and
accurate manner to bolster trust and appreciation from shareholders/investors and society.
Going forward, we will continue to strive to ensure the transparency of our management.

Corporate governance structure (as of June 14, 2018)

Election/Dismissal

Board of Directors
14 Directors (including 5 Outside Directors)

Proposal /
Report

Election/Dismissal/Supervision/
Delegation of authority

Executive Council
(Representative Directors and Executive Directors)

1Report fReport

Report
Business Ethics

Improvement Compliance Risk Management
Proposal Line Officer Officer Supervision/
. DF;legation Proposal /
Compliance Global Emergency of authority Report
Committee Headquarters
Proposal
Compliance Risk Management

1Report tReport

Respective Operations (Regional/Business/Functional)/Subsidiaries

Internal audit

overnance

WEB | Policies”
“Corporate Governance Report”

General Meeting of Shareholders

» http://world.honda.com/investors/policy/
governance.html

Overview of corporate
governance

DATA

» p.35

Election/

Election/Dismissal Dismissal

Cooperation

Accounting

Audit and Supervisory Committee
Auditors

5 Directors (including 3 Outside Directors)

4

Assistance Audit

Audit and Supervisory

Committee Division
Report

Audit Division
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Corporate Governance

Corporate Governance

Executive Decision-Making Process

On June 15, 2017, the Company has transferred to a company with an Audit and Supervisory
Committee in order to further delegate the decision-making authority of executing important
business matters from the Board of Directors to the Directors in accordance with the
provisions of the Company’s Articles of Incorporation and resolutions approved by the
Board. The new system enables quick decision-making and prompt business execution,
and advances to separate management supervision and business execution, making to
shift the focus of the Board's function to overseeing of business execution furthermore.

The board has established criteria for deliberation and delegated some of its authority
to the Executive Council, which in turn delegates some of its authority to the Regional
Operating Boards.

The Executive Council conducts preliminary deliberation on items that will be decided
by the Board of Directors, and, within the limits of authority delegated to it by the Board
of Directors, deliberates on important management matters. Regional Operating Boards
deliberate on important management matters within their respective regions, within the
limits of authority delegated to them by the Executive Council.

Board of Directors

The Board of Directors is comprised of nine inside directors and five outside directors.

Candidates for Director are exceptional people who are familiar with corporate
management and the Company’s business, and who have superior character and
insight. Gender, nationality and other attributes are of no consequence. Candidates are
nominated by the Board of Directors.

In order to respond to the mandate of the shareholders to achieve sustainable growth
and enhance the corporate value of the Company over the medium to long term, the
duties of the Board of Directors include making decisions concerning key Company
matters such as its basic management policies and monitoring of operations by
Directors. In addition, the Board of Directors discusses and makes decisions concerning
matters specified in the regulations of the Board of Directors, as well as matters set
forth in the articles of incorporation and applicable laws. All other matters are delegated
to the Representative Directors or the Executive Directors.

Evaluation of Effectiveness of the Board of Directors

For each fiscal year, the Company’'s Board of Directors carries out an evaluation of
the Board as a whole for the purpose of checking the current state of its operational
capabilities, subsequently, to enhance effectiveness.

As same as the previous fiscal year, a self-evaluation was conducted by the Company for
FY2018. Based on the results of a questionnaire and interviews conducted with the Directors,

governance

the self-evaluation was deliberated and resolved at the Board of Directors. The self-
evaluation questionnaire was prepared under the supervision of outside attorneys. The
interviews and the compilation of the results were carried out by outside attorneys as well.

The Board of Directors shared the view that “effectiveness of the Board is ensured
appropriately”, through fulfilling the matters pointed out in the previous evaluation. Such
matters include revision of the composition of Directors, revision of the deliberation
standard, and enhancing provision of useful information to Outside Directors. Further, in
consideration that the Company has transferred to the Company with Audit and Supervisory
Committee in June 2017 and adopted “monitoring type” management system, they also
shared understanding of the needs to further enhance the Board's supervising capabilities.

The Company will further enhance monitoring capabilities of the Board of Directors
to raise effectiveness as a “monitoring-type” Board of Directors, by providing more
information that is benefitial to demonstrate the Board's supervisory function to Directors
and, by activating discussion appropriate to monitor global business management.

Status of the meetings of the

DATA Board of Directors

» p. 35

Outside Directors

The Company appoints Outside Directors who can supervise the Company’s business
management from an objective and broad perspective based on their abundant experience
and considerable knowledge. In selecting Outside Directors, the Company seeks to identify
persons who have a high degree of independence. The five Outside Directors currently
in office satisfy independence Criteria for Outside Directors and their interests are not
in conflict with those of the Company nor the shareholders. The five Qutside Directors
are specified as Independent Directors as prescribed in a provision of the Tokyo Stock
Exchange (TSE); the names of those persons have been submitted to the TSE.

Please refer to “Honda Corporate Governance Basic Policies”* for Honda's
Independence Criteria for Outside Directors. (Please refer to the link below.)

“Honda Corporate Governance

WEB "
Basic Policies

» http://world.honda.com/investors/policy/
governance.html

Support Systems for Outside Directors

Honda provides necessary support to Outside Directors through the Secretarial Division
or the Audit and Supervisory Committee’s Division in a timely manner.

Materials on the Board of Directors’ agenda are distributed and explained in advance for
the Outside Directors, and the information helpful for them to supervise the Company’s
business are continuously provided, including when they assume their respective positions.
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Business Execution Management (Organizational Management) In addition to the above, the Audit Division, which was organized to directly report to
c l 30 the President and CEO, conducts internal audits of each department of the Company.
omptiance On the basis of our Fundamental Beliefs and from a long-term perspective, to support It also provides supervision and guidance to internal audit departments in major
. business expansion six Regional Operations functions have been established; they subsidiaries, as well as directly auditing subsidiaries when necessary.
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operations. In addition, each of the Company’s Functional Operations, including Business > o 35
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Management Operations, Human Resources and Corporate Governance Operations,
Brand Communications Operations, IT Operations, Production Operations, Purchasing
Operations and Customer First Operations, is providing support and coordinating efforts
to increase the effectiveness and efficiency of the Honda Group as a whole.

R&D activities are conducted mainly by independent subsidiaries. These activities are
carried out with Honda R&D Co., Ltd. and its subsidiaries for products and Honda Engineering
Co., Ltd. and its subsidiaries for production technologies in order to create distinctive and
internationally competitive products through the application of advanced technology.

In order to facilitate quick and appropriate management decisions at the regional
and working levels, Honda appoints Operating Officers who have been delegated
the business execution authority from the Representative Director or the Executive
Director to play the roles in their respective fields of Regional, Business and Functional
Operations, R&D subsidiaries and other major organizational units.

Audit Organization

The Audit and Supervisory Committee comprises five members who are also Directors of
the Company (including three Outside Directors). In order to respond to the entrustment
of the shareholders, the Audit and Supervisory Committee shall conduct audits of the
Directors and execute the duties of the committee prescribed by laws and regulations
with the aim of ensuring sound and sustainable growth of the Company. Each Director
serving as an Audit and Supervisory Committee Member audits the execution of duties
by Directors in accordance with the auditing and supervisory criteria for the Audit and
Supervisory Committee, auditing policies and division of duties, etc., as determined by the
Audit and Supervisory Committee. The audit is carried out through attendance at important
meetings, examination of status of management/company assets, and other activities.

To provide timely and accurate reports to the Audit and Supervisory Committee, Standards
for Audit and Supervisory Committee Reports have been established. Based on these
standards, reports are made periodically to the Audit and Supervisory Committee on
the status of the business operations of the Company and its subsidiaries, the status of
implementation and operation of internal control systems, and other matters. Also, reporting
is required whenever there is an item that has a major impact on the Company. Candidates
of Directors for Audit and Supervisory Committee Members are selected by a resolution of
the Board of Directors with the approval of the Audit and Supervisory Committee.

governance

Status of Activities to Strengthen the Functions of the Audit and
Supervisory Committee

The Company has formed the Audit and Supervisory Committee’s Division as a staff
organization directly under the Audit and Supervisory Committee to provide support to
the Committee.

In order to ensure the effectiveness of the audit, the Audit and Supervisory Committee
appoints two full-time members for the Committee.

Mr. Masafumi Suzuki, a director who is also a member of the Audit and Supervisory
Committee, has had sufficient operating experience in the finance and accounting
departments of the Company and its subsidiaries, and Mr. Hideo Takaura, also a director
and a member of the Audit and Supervisory Committee, has abundant experience and
considerable knowledge as a certified public accountant. Both of them qualify as “persons
with considerable knowledge of finance and accounting,” as specified under Article 121-9
of the Implementation Regulations of Japan's Company Law. In addition, the Company's
Audit and Supervisory Committee has recognized Messrs. Masafumi Suzuki and Hideo
Takaura as “specialists in finance in the Audit and Supervisory Committee” as specified in
the regulations of the U.S. Securities and Exchange Commission, based on Article 407 of U.S.
Public Company Accounting Reform and Investor Protection Act of 2002 (Sarbanes-Oxley
Act of 2002). All five members of the Audit and Supervisory Committee remain independent
as specified by the regulations of the U.S. Securities and Exchange Commission.

Training for Officers

When a new officer takes a position, Honda provides him/her with a training program
including outside training that focuses on corporate governance as the central theme,
and including code of conduct, prevention of bribery and prevention of anti-competitive
behavior. The training program stresses the importance of receiving an explanation
in the reports on operations written by associates on the impact in terms of not just
financial performance but also environmental and social aspects.

From now on, we are planning to implement a more systematic training program
including training for outside executives.
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Corporate Governance

Remuneration of Directors

Remuneration of Directors (excluding those serving as Audit and Supervisory Committee
Members) is paid from a maximum allocation for this purpose approved by the General
Meeting of Shareholders, based on the remuneration criteria approved by the Board of
Directors. Bonuses of the Directors (excluding Outside Directors and the Directors who
are Audit and Supervisory Committee Members) are paid within the maximum limit
approved by the General Meeting of Shareholders and decided by the Board of Directors,
based on the Company’s performance during the applicable fiscal year, dividends paid to
shareholders, criteria for associates’ bonuses and other considerations.

Please refer to Article 13* of the “Honda Corporate Governance Basic Policies”
concerning the policy for determining remuneration for Directors. (Please refer to the
link below.)

“Honda Corporate Governance

WEB Basic Policies”

» http://world.honda.com/investors/policy/
governance.html

Total amount of remuneration
DATA | for Directors and Corporate
Auditors

» p. 35

Annual total remuneration
DATA | and bonuses of highest paid
individuals (Japan)

» p. 35

Rate of increase in annual total
DATA | remuneration and bonuses of
highest-paid individuals (Japan)

» p. 35
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Remuneration of Accounting Auditors

The Company has had its financial statements audited in accordance with the Company
Law of Japan, the Financial Instruments and Exchange Act of Japan, the Securities
Exchange Act of 1934 (United States) and the Exchange Act of 1933 (United States) by
KPMG AZSA LLC. Within KPMG AZSA LLC, a total of 77 staff members conducted external
audits of the Company’s financial statements. These accounting firm staff members
are composed of 3 certified public accountants (Hiroshi Miura, Hiroyuki Yamada and
Tomoo Nishigori), who are in overall charge of the Outside Audits, and 74 professional
staff members (including 22 certified public accountants, 4 accountants with U.S. public
accountant certification and 48 other staff members).

In deciding the amount of remuneration for services rendered by the Accounting
Auditor, various factors are taken into consideration in discussions with the accounting
firm, including the Company'’s size/characteristics, the time schedule for the audit and
other matters. In addition, to preserve the independence of the Accounting Auditor,
remuneration to be paid is required to obtain the prior approval of the Audit and
Supervisory Committee.
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Directors
® President and Executive Vice President @ Senior Managing Director @ Senior Managing Director @ Senior Managing Director @ Senior Managing Director @ Director Director @ Director and Advisor

*Hideko Kunii, Motoki Ozaki, Toshiaki Hiwatari,
Hideo Takaura and Mayumi Tamura are
Outside Directors as provided for in Article 2,
Item 15 of the Company Law.

*Hideko Kunii, Motoki Ozaki, Toshiaki Hiwatari,
Hideo Takaura and Mayumi Tamura have
been designated by the Company as
Independent Directors as provided for in
the rules of the Tokyo Stock Exchange and
registered with the Tokyo Stock Exchange.
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Representative Director and Representative Director Chief Financial Officer

Chief Executive Officer Chief Operating Officer

Takahiro Hachigo Seiji Kuraishi Yoshiyuki Matsumoto [+] Toshiaki Mikoshiba [+] Yoshi Yamane Kohei Takeuchi Hideko Kunii Motoki Ozaki Takanobu Ito

Directors (Audit and Supervisory Committee Members)

Director (Audit and

Supervisory Committee
Member)(full-time)

Masahiro Yoshida Masafumi Suzuki Toshiaki Hiwatari Hideo Takaura

Director (Audit and @ Director (Audit and @ Director (Audit and Director (Audit and
Supervisory Committee Supervisory Committee Supervisory Committee Supervisory Committee
Member)(full-time) Member) Member) Member)
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Operating Officers

Managing Officers

Takashi Sekiguchi

Chief Officer, Automobile Operations

Noriya Kaihara
Chief Officer, Purchasing Operations

Operating Officers

Soichiro Takizawa
President and Director, Honda of America Mfg., Inc.

Toshihiro Mibe
Executive Vice President and Director, Honda R&D Co.,Ltd.
Risk Management Officer, Honda R&D Co., Ltd.

Michimasa Fujino
President and Director, Honda Aircraft Company, LLC

Shinji Aoyama
Vice Chief Officer, Regional Operations (North America)
Senior Executive Vice President and Director, Honda North
America, Inc.
Senior Executive Vice President and Director, American
Honda Motor Co., Inc.

Naoto Matsui
Chief Officer, IT Operations

Yusuke Hori
Chief Officer, Customer First Operations

Toshiyuki Shimabara
Executive Vice President and Director, Honda of America
Mfg., Inc.

Hiroyuki Kachi
Vice Chief Officer, Production Operations
Executive in Charge of Corporate Project

Asako Suzuki
Vice Chief Officer, Regional Operations (Japan)
General Manager, Product Planning and Brand Division,
Regional Operations (Japan)
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Mitsugu Matsukawa
Executive Vice President and Director, Honda of America
Mfg., Inc.

Tomomi Kosaka
Vice President, Fuel Cell System Manufacturing LLC

Yasuhide Mizuno
Chief Officer, Regional Operations (China)
President, Honda Motor (China) Investment Co., Ltd.
President, Honda Motor Technology (China) Co., Ltd.

Soichi Yamamoto
President and Representative Director, Honda Engineering
Co., Ltd.
General Manager, Saitama Factory, Production Operations

Katsuhisa Okuda

Chief Officer, Power Product Operations

Tetsuo Suzuki
Representative of Motorcycle DEB, Motorcycle Operations

Noriaki Abe

Chief Officer, Motorcycle Operations

Kazuhiro Odaka
Chief Officer, Human Resources and Corporate
Governance Operations
Compliance Officer

Katsushi Inoue
Chief Officer, Regional Operations (Europe Region)
President and Director, Honda Motor Europe Ltd.

Katsuhide Moriyama
Chief Officer, Brand and Communication Operations

Issao Mizoguchi
Chief Officer, Regional Operations (South America)
President and Director, Honda South America Ltda.
President and Director, Honda Automoveis do Brasil Ltda.
President and Director, Moto Honda da Amazonia Ltda.

Masayuki Igarashi
Chief Officer, Regional Operations (Asia & Oceania)
President and Director, Asian Honda Motor Co., Ltd.

Kimiyoshi Teratani
Chief Officer, Regional Operations (Japan)

Keiji Ohtsu
Chief Quality Officer
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Recognizing this, in 2003 Honda formulated the Honda Conduct Guidelines for the
Governance Data +==+-==xx==- 35 Honda Group, which have been shared throughout the Group, including subsidiaries in

Japan and overseas.

In light of the rising importance of compliance for Honda as it expands business
operations globally, the Honda Conduct Guidelines were revised on April 1, 2016,
outlining the behaviors to be practiced by people working at Honda around the world.
The guidelines were renamed the Honda Code of Conduct at the same time. (Please refer
to the link below.).

The Company works to instill the Honda Code of Conduct in each and every associate
through actions such as the distribution of leaflets, posting of information on its intranet
and through training. Each of Honda's departments and subsidiaries regularly checks
the status of activities to ensure awareness of the Code, and, reports to the Compliance
Committee.

WEB | “Honda Code of Conduct”

» http://world.honda.com/codeofconduct/

Compliance Committee

To strengthen compliance within the Honda Group, Honda has established a Compliance
Committee, headed by a Compliance Officer designated by the Board of Directors, and
composed of officers appointed by the Compliance Officer and the Executive Council.
The Committee sets compliance policies and makes decisions on any follow-up policies
regarding important compliance matters, issues guidance on improvement to relevant
departments and performs oversight to ensure the appropriate management of the
Business Ethics Improvement Proposal Line. For matters of compliance that are of
particular importance, the Committee formulates policy, proposes this to the Executive
Council and issues reports to the Audit and Supervisory Committee.

The Compliance Committee met three times in FY2018 to report on the establishment
and operating status of an internal control system and status of activities to raise
awareness of the Honda Code of Conduct, among other things. There were no major
violations of laws or regulations in FY2018.
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Business Ethics Improvement Proposal Line

In 2003, Honda established the Business Ethics Improvement Proposal Line as a
mechanism for addressing issues involving corporate ethics in cases of actions that
violate laws or internal rules. This allows the Company to accept suggestions and
provide consultation, from a fair and neutral standpoint, for associates who face barriers
in improving or resolving issues in the workplace for reasons such as difficulties in
consulting with superiors.

In addition to cases of clear violation of laws or internal rules, this hotline provides
consultation and responds to inquiries about the details of internal rules when
questionable actions have occurred, and also engages in fact checking related to such
cases. Suggestions are accepted by email, letter, telephone or fax from all subsidiaries
and suppliers in Japan and overseas, as well as from the parent company. Anonymous
suggestions are also accepted for the protection of submitters.

In October 2013 Honda also added a point of contact within an external law office
to facilitate the submission of suggestions. In addition, local points of contact for
suggestions have been added in all Regional Operations and some subsidiaries have set
up their own points of contact.

In FY2018, 386 suggestions and consultations were handled by the Business Ethics
Improvement Proposal Line (including points of contact outside the Company). Among
these, 155 concerned the parent company, 208 concerned subsidiaries and 23
concerned other matters. Following investigations, disciplinary action was taken in eight
cases involving subsidiaries, and one of these eight cases resulted in punitive dismissal.
No suggestions involved violations of the Honda Policy on the Prevention of Bribery.

In order to raise internal awareness of the points of contact, Honda provides notice on
our intranet, distributes information cards the size of business cards to all associates,
including fixed term employees and temporary workers, and displays information
posters in each workplace. These tools also make it clear that the associates submitting
suggestions will be protected at the same time. In addition, Honda observes how well
these points of contact are recognized through associate surveys conducted once every
three years for all associates. For departments found in these surveys to have low
recognition of the points of contact, the Company makes additional efforts to increase
their awareness.

governance

Initiatives to Prevent Bribery

The Honda Code of Conduct requires compliance with laws and regulations and
prohibits the bribing of politicians and civil servants. The Honda Code of Conduct,
revised in 2016, states that “as an independent corporate entity, Honda maintains
appropriate relationships with political entities (political organizations and politicians)
and administrative entities (governmental agencies and government officials)” and “will
interact with political and administrative entities in an appropriate manner in compliance
with laws, regulations and company policies and will not offer politicians or government
officials entertainment or gifts (both monetary and non-monetary) that are prohibited by
laws, regulations and company policies.”

In 2014, Honda also established the Honda Policy on the Prevention of Bribery, which
stipulates basic policy, and the Honda Guideline for the Prevention of Bribery, which
stipulates compliance items and prohibited items, with a focus on prevention of bribery.

In addition to raising awareness by integrating bribery prevention-related knowledge
into Honda's level-specific training programs, it is also incorporating e-learning-based
training for its associates in management positions in departments that face a higher
risk of bribery. With regard to its subsidiaries, Honda has launched training programs,
matched to conditions in each company, aimed at raising awareness.
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Initiatives for the Prevention of
» Compliance *=*= s r=sesasnss 30 . e .
. Anti-Competitive Behavior

Risk Management =«=-==----- 33 As a company engaged in business globally, Honda takes great care in its daily business

activities to comply with competition laws in the countries where it operates.
The Honda Code of Conduct states that “Honda will engage in free and open
Governance Data ========r-- 35

competition with competitors to maintain its stance as a company trusted by customers
and society” and that each employee “will comply with competition laws (antitrust laws)”
to ensure compliance with competition laws.

As a part of its measures to strengthen compliance, Honda incorporates programs on
the topic of anti-competitive behavior in level-specific training at the time of personnel
promotions, and in pre-assignment training for persons stationed overseas. Honda
also publishes awareness-raising content concerning anti-competitive behavior on the
Company'’s intranet for its associates.

governance

Rules on Conflict Minerals

The final rule for disclosure on conflict minerals adopted by the U.S. Securities and
Exchange Commission (SEC) mandated by the Dodd-Frank Wall Street Reform and
Consumer Protection Act (the Dodd-Frank Act) requires corporations to confirm that the
purchase and use of conflict minerals from the Democratic Republic of the Congo and
adjoining countries are contributing neither to the funding of armed groups nor to the
abuse of human rights in that region.

Honda's policy is to aim to be free from conflict minerals which contribute to the
funding of armed groups or human rights infringement. To achieve this goal and to help
resolve the global problem of conflict minerals, the Company is actively engaged with
domestic and international industry organizations and its suppliers.

As a member of the Automotive Industry Action Group (AIAG), Honda North America
Inc., Honda's U.S. subsidiary, participates in the smelter audit program promoted by the
Responsible Minerals Initiative (RMI). Honda will continue to take action globally through
collaboration with industry organizations.

With its suppliers, Honda shares the Honda Supplier CSR Guidelines that summarize
what is expected of them with regard to CSR activities, including how to deal with conflict
minerals, and is encouraging procurement in line with the guidelines.

Since 2013, Honda has surveyed its suppliers worldwide concerning the use of conflict
minerals. In FY2018, Honda received responses from more than 7,000 suppliers. In
addition to reporting survey results to the SEC, the Company also makes them publicly
available on its website. (Please refer to the link below.)

In the event that the survey reveals any minerals of concern, regardless of source
country, Honda works together with its suppliers to take appropriate measures. The
Company is also working to improve the accuracy of its survey, requesting further
investigation when survey responses are insufficient.

PDF “Honda Supplier CSR Guidelines”

» http://world.honda.com/sustainability/supply-chain/
pdf/csr-guideline.pdf

Under the IR Library website

WEB “Form SD/Conflict Minerals Report”

» http://world.honda.com/investors/library.html
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Establishing an Effective Risk Management Crisis response
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P Structure Honda's Kumamoto Factory and dealers were substantially damaged as a result of a
. . . . . series of large earthquakes that hit Kumamoto and other parts of Kyushu in April 2016.
» Risk Management =-:=-==:---- 33 !-|onda formulated the Hon(?a Qlobal Risk Management Policy, with Group subsidiaries In response to the emergency, Honda set up a Global Emergency Headquarters and
included in its scope of application. o o ) ) made all out company-wide efforts for recovery of not just the Kumamoto Factory but
Governance Data -« ««««x-x+- 35 The Honda Global Risk Management Policy aims at driving the Company’s sustainable also suppliers and regional communities.

growth and stabilizing management based on the Honda Philosophy and targets all risks
with the potential to impact operations on a global scale. Each organization is building its
own independent risk management structure and is responsible for promoting its own
independent risk management activities in accordance with the basic policies of these
regulations.

In addition, Honda is creating a framework for risk management activities and is taking
follow-up measures to support implementation, with efforts centered around a Risk
Management Officer elected by the Board of Directors.

As main initiatives, Honda undertakes “risk analysis” for evaluating potential risk in
terms of impact and frequency. When a crisis occurs, the Company establishes a Global
Emergency Headquarters for crisis response proportionate to the anticipated magnitude
of impact.

Risk Analysis

After experiencing the Great East Japan Earthquake and major flooding in Thailand,
Honda has since October 2013 begun identifying priority risks from the bottom up
for each of its Regional and Business Operations. The purpose is to identify potential
risks and implement the necessary countermeasures, thereby foreseeing risks and
minimizing the impact.

As for specific procedures, for the 91 risk items identified by the Honda Group, such
as economic crisis, economic recession, exchange rate and interest rate fluctuations,
climate change and energy issues, Honda performs risk assessment by calculating
the potential magnitude of impact and the frequency of occurrence using common
evaluation criteria. Based on the results of the assessment, the Executive Officer of each
of the Business Operations chooses the risks most relevant to its business operations
in the next fiscal year. In addition, information regarding risk management measures is
shared at the management meeting every year with monitoring of progress.

In FY2017, along with identifying priority risks from the bottom up, the Company
started identifying risks that need a company-wide response (company-wide priority
risks) by using a materiality matrix (= p. 16), and from a long-term perspective based
on our visions and strategies. In the future as well, Honda will establish the process for
identifying and responding to these long-term strategic risks as it works to strengthen
its company-wide risk response capabilities.

governance

In FY2017, Honda implemented a verification of its crisis response for the Kumamoto
earthquakes, and the issues that became evident were reflected in the Global Emergency
Headquarters Manual and the manual was revised.

In FY2018, Honda implemented drills using the revised manual and confirmed the
manual’s effectiveness.

Honda is striving to improve its crisis response capabilities through drills by the Global
Emergency Headquarters while newly establishing venues (group leader meetings) for
discussions concerning crises during ordinary times. By doing so, Honda is working to
create a culture that enables effective cooperation when a crisis occurs.

Also with regard to disaster drills, besides ensuring the safety of human life and
procedures to account for its associates, from FY2017 Honda has continuously held
training from a business continuity planning (BCP) viewpoint on procedures to share
information for the purpose of identifying the impact on business at an earlier stage.
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To ensure the protection of the personal information of our customers, associates and In each department subject to Honda's personal information management policy, the
. others, the proper handling of company information, and in response to the increase Company appoints persons to handle information, supervise information and manage
» Risk Management =---------- 33 in the handling of high-level, confidential information globally such as 3D data, Honda information and requires all of them to receive training on the protection of personal
formulated the Global Confidentiality Policy (GCP). The Company also established the information.
Governance Data *===rrrr===- 35 Global Confidentiality Committee in FY2015 and created a committee to promote regional Also, restrictions are placed on access to digital data containing personal information

information management with the Chief Officer of the Human Resources and Corporate
Governance Operations as its chairperson. This enables measures such as regulations
to be established and monitoring of the status of confidential information management
promoting information management on a global scale. At a meeting of the Global
Confidentiality Committee held in FY2018, Honda confirmed that the establishment of
an information management system has been completed in each region and determined
the confidentiality action policies and initiatives for the next three years starting from
FY2019. Activities have been already initiated under these policies and initiatives.

In addition to the already implemented Global Privacy Policy (GPP) and the Electronic
Conferencing Policy, Global Document Management Regulations were decided at a
Global Confidentiality Committee meeting held in December 2016 and the formulation of
all GCP-related regulations has been completed.

In Japan, we promote initiatives to strengthen information management throughout
the year, led by the Japan Confidentiality Committee.

The Global Confidentiality Committee and Japan Confidentiality Committee are
collaborating in responding to cyberattacks that have become increasingly sophisticated
and complex in recent years and are implementing initiatives for strengthening
information security.

governance

and an access log is kept. Personal information in print form is stored with rigorous
security, including in cabinets with locks. The Company conducts a review of personal
information at least once each year and any unnecessary personal information is
deleted.

In Japan, Honda formulated a new Specific Personal Information Management Policy
in November 2015 in response to the enactment of the Japanese “My Number Act.”
Honda has also made an appropriate response to the Amended Act on the Protection of
Personal Information, which took full effect in May 2017.

In FY2018, no complaints were filed with Honda globally concerning any leak of
personal information.
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Overview of Corporate Governance (as of June 14, 2018) Total amount of remuneration for Directors and Corporate Auditors
. — . . . . Total amount by type of
Compliance === rerrererreres 30 Form of organization Company with Audit and Supervisory Committee Iz::b:ggl:i:tn()f remunerations (millions of yen) Number of eligible
. . . . . : and bonuses B directors (Number
) ® Number of Directors (excluding Audit and Supervisory Committee Members)................. 9 Category of directors  (iillions of yen) ase ; Bonus of persons)
Risk Management ==:x=err=e- 33 y remuneration P
Number of OutSIde DIFr€CtOrsS ...t 2 Directors
e . (excluding Directors
Number of Specified Independent Dir€Ctors ... 2 ;
» Governance Data =====-+=+=-" 35 p P who are Audit and 639 408 230 10
Number of FEMALe DIFr€CLOIS ..ottt ssensenses 1 Supervisory Committee
. ) . . . Members) (excluding
® Term of Directors (excluding Audit and Supervisory Committee Members).........cccccvunne. 1 Outside Directors)
® Number of Directors serving as Audit and Supervisory Committee Members.................. 5 Outside Directors
. . (excluding Directors
Number of QUtSIde DIr@CEOrS ..o enees 3 who are Audit and 29 29 _ 2
Number of Specified Independent AUAItOrS .......cooovveevveeereeeeieeeeessesesesssesseseseesesesens 3 Supervisory Committee
Members)
Number of Female Outside Dir€Ctors ... 1 -
. . . . . Directors
® Terms of Directors Serving as Audit and Supervisory Committee Members ........ccccooeeee 2 (Directors who are
Audit and Supervisory _
Committee Members) 100 100 2
(excluding Outside
Directors)
Status of the meetings of the Board of Directors (FY2018) Outside Directors
Direct h
® Number of meetings held (N0. Of HMES) ...t sseeseees 10 XJgietcazLSSV:pZ:vriesory 35 35 - 3
® Attendance rate of Directors Committee Members)
(excluding Directors who are Audit and Supervisory Committee Members)*' (%)........ 100 Corporate Auditors
Attendance rate of Qutside DIrectors (%) ....cccceevevereeeeeeesesesesesse s 100 (Erelluiling Quisit 33 33 - 2

® Attendance rate of Directors who are Audit and Supervisory Committee Members*? (%) 100

Attendance rate of Outside Directors*® (%)

*1 “Directors” before adopting to a company with the Audit and Supervisory Committee system on the
15th of June 2017

*2 “Corporate Auditors” before adopting to a company with the Audit and Supervisory Committee
system on the 15th of June 2017

*3 “Outside Corporate Auditors” before adopting to a company with the Audit and Supervisory
Committee system on the 15th of June 2017

Status of meetings of the Audit and Supervisory Committee (FY2018)

Corporate Auditors)

Outside Corporate

Auditors " n . 3

This amount includes remuneration paid to three Directors and one Corporate Auditors who retired
during the fiscal year ended March 2018.

Annual total remuneration and bonuses of highest paid individuals (Japan)

Annual total remuneration and bonuses of highest-paid individuals (millions of yen) 155

Ratio to median annual total remuneration for all associates (%) 1,938

® Number of meetings held (N0. Of IMES) ..o eesees 8

® Attendance rate of Directors who are Audit and Supervisory Committee Members*' (%) 100

Attendance rate of Outside Directors*? (%).....cc....ceeeeereeesereooeresssessssesesssesessssssssons 100

*1 "Corporate Auditors” before adopting to a company with the Audit and Supervisory Committee
system on the 15th of June 2017

*2 "Outside Corporate Auditors” before adopting to a company with the Audit and Supervisory
Committee system on the 15th of June 2017

governance

Rate of increase in annual total remuneration and bonuses of highest-paid individuals (Japan)

Rate of increase in annual total remuneration and bonuses of highest-paid

individuals (%) 104
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Environment

Material Issues

* Responding to climate change and
energy issues

® Ensuring clean air
* Advancing powertrain electrification
¢ Utilizing resources efficiently

* Conserving water resources

® Preserving biodiversity

® Managing chemical substances and
preventing pollution
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* CVCC: Compound Vortex Controlled Combustion

Honda Environmental and Safety Vision/
Honda's Environment Statement

Ever since the 1960s, Honda has actively endeavored to solve environmental problems.
We developed the low-pollution CVCC* engine that successfully reduced carbon
monoxide, hydrocarbon and nitrogen oxide (NOx) emissions, while we were the world’s
first automaker to comply with the U.S. Clean Air Act in the 1970s—a regulation thought
at the time to be the most stringent in the world.

In 1992, Honda's Environment Statement was released to serve as the Company’s
guideline for all environmental initiatives. The statement articulates the basic stance
we had developed until then to reduce environmental impact at every stage in the life
cycle of our products, from product procurement to design, development, production,
transportation, sale, use and disposal stages.

In addition, for Honda to further promote the above-mentioned environmental
initiatives and continue to be a company that society wants to exist, the Honda
Environmental and Safety Vision was established in 2011. Aimed at the realization of
the joy and freedom of mobility and a sustainable society where people can enjoy life
as is declared in this vision, each of Honda's global business sites are engaging in the
reduction of all kinds of environmental impacts from the aspects of both production-
based and corporate activities, beginning with Greenhouse Gas (GHG) emissions, which
are considered to be a cause of climate change; use of resources, including water and
minerals; and suitable processing and reduction of waste.

Honda will conduct these activities while sharing Honda's Environment Statement with
everyone associated with Honda—including suppliers and distributors in addition to
Honda Group companies—in order to realize this vision.

environment

Honda Environmental and Safety Vision

Realizing the joy and freedom of mobility and a sustainable society where
people can enjoy life

Honda’'s Environment Statement

As a responsible member of society whose task lies in the preservation of
the global environment, the Company will make every effort to contribute
to human health and the preservation of the global environment in each
phase of its corporate activity. Only in this way will we be able to count
on a successful future not only for our company, but for the world.

We should pursue our daily business under the following principles:

1. We will make efforts to recycle materials and conserve resources
and energy at every stage of our products’ life cycle—from research,
design, production and sales, to services and disposal.

2. We will make every effort to minimize and find appropriate methods to
dispose of waste and contaminants that are produced through the use
of our products, and in every stage of the life cycle of these products.

3. As both a member of the company and of society, each associate will
focus on the importance of making efforts to preserve human health
and the global environment, and will do his or her part to ensure that
the company as a whole acts responsibly.

4. We will consider the influence that our corporate activities have on the
regional environment and society, and endeavor to improve the social
standing of the company.

Established and announced in June 1992 Honda's Environment Statement
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Environmental Management Promotion
Structure and Management Cycle

Recognizing that environmental issues such as climate change and energy/resource
issues, which require global responses, are material issues that impact Honda's
business operations, the Environmental Committee was established in 1991, chaired by
the President and CEO and comprised members of company management. In 1995, the
Committee became the World Environmental Committee and assumed responsibility
for discussing and formulating plans for environmental protection activities worldwide.
Since then, it had continued to meet every year as the World Environment and Safety
Strategy Committee. From FY2018, environmental issues have been incorporated
as items to be considered at the Sustainability Strategy Committee for integrated
discussions under a single committee.

Medium- and long-term environmental policies and plans at the global level are
formulated at the Meeting of the World Environment and Safety Strategy Committee on
the basis of company-wide direction and medium- and long-term business plans. All
committee members are involved in the meeting’s decision-making.

Following the decisions made at the above meeting, the World's Six Region
Environmental Committee, made up of the environmental divisions of each regional
headquarters, also meets every year. Once the information sharing process at these
meetings is over, these divisions formulate concrete action plans and then implement
policy.

In terms of the progress of Honda's environmental initiatives and the themes applicable
worldwide, the Corporate Planning Supervisory Unit collects information from Regional
Operations and reports it at the Meeting of the Sustainability Strategy Committee. The
Company is striving to continuously enhance environmental management through the
reflection of the above information in the medium-term business plan and policy for the
following term and the implementation of the plan-do-check-act (PDCA) cycle by each
Regional Operation and environmental division.

Environmental Management System

Honda's existing global vehicle assembly and product assembly plants had acquired
1IS014001, an international certification for environmental management systems (as of
March 2018). Honda is in the process of obtaining certification for newly built plants.
Therefore, coverage of environmental management systems is virtually 100%.

environment

Current Status of Compliance with
Environmental Regulations

In accordance with Honda's Environment Statement, the Company has introduced
environmental management systems at all business sites and in each division, and,
along with promoting continuous efforts to improve environmental performance, it
strives to comply with its own voluntary environmental standards, which are more
stringent from an environmental perspective than any national or local regulations.

In the last five years, Honda has not committed any serious noncompliance with
environmental laws and regulations, paid substantial fines/sanctions in breach thereof,
or recorded any major chemical releases.

In addition, no environment-related complaints were received through the official
complaint resolution program.

Environmental Accounting

Environmental Accounting in Japan

To facilitate efficient environmental management, Honda tabulates the cost reduction
and profit attributable to its environmental protection activities, thus working to keep
abreast of their economic impact.

Going forward, Honda is committed to continuing improvement of the accuracy of
this data, which it sees as an indicator of corporate value, and as a tool for making
environment-related management decisions.

Cost of environmental
DATA | conservation activities and

investments
> p.54
Economic benefits
DATA (Effect on revenue and expenses)
» p.54
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Honda's Material Issues

Through Honda's proprietary technologies and business activities, the Company will
work to deal with climate change issues, energy issues, effective utilization of resources
and preservation of clean air, which are outlined as challenges in the materiality matrix,
with an aim to realize a zero-environmental impact society in the future. In particular,
Honda believes that dealing with climate change and energy issues and the effective
utilization of resources are priority challenges in the environmental field.

Triple ZERO

Honda has introduced the Triple ZERO concept to unify its three “zeroing” efforts
addressing “climate change issues,” “energy issues” and “efficient utilization of
resources,” our most important challenges. The Company is striving to realize a society
with an environmental impact of zero by engaging in its business activities based on this
approach.

Zeroing CO2 emissions using renewable energy

To address “climate change issues,” Honda is striving to eliminate CO2 emissions in
products and business activities in the future by utilizing renewable energy.

Zeroing energy risks

To address “energy issues,” Honda is striving to eliminate energy risks in the future,
such as those caused by a dependence on fossil fuels.

Zeroing resource and disposal risk

To address the need for “efficient utilization of resources,” Honda is striving to eliminate
risks across the entire product life cycle, from the resource procurement stage to the
used product recovery and disposal stages.

environment

Triple ZERO approach

Zeroing CO2 emissions
using renewable energy

Triple ZERO

Resource &
Disposal Risk

Energy
Risk

Zeroing energy risks

Zeroing resource
and disposal risk
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* EARTH DREAMS TECHNOLOGY: A collective
term to refer to a group of innovative
technologies that greatly enhances both
driving performance and fuel economy,
building on advancements in environmental
performance to pursue a joy of driving
unique to Honda

Dealing with Climate Change and Energy Issues

Mitigating Climate Change and Energy Risk

Honda is moving forward with its response to climate change through initiatives that
link Honda's business strategy with its environmental strategy. With the vision of a
zero impact society, in 2014 the Company announced its aim to cut total corporate
CO2 emissions in half by 2050 compared with 2000 levels. Going forward, Honda will
continue with activities to reduce CO2 using science-based target setting using the latest
information. As an interim objective, Honda is currently working to achieve its 2020
Product CO2 Emissions Reduction Targets to lower CO2 emissions intensity from the use
of motorcycles, automobiles and power products worldwide by 30% from the 2000 base
year level.

In North America, Honda conducts credit trading with the portion exceeding the amount
set forth in GHG and Corporate Average Fuel Economy (CAFE) laws and regulations
and is working efficiently to reduce GHG while keeping an eye on the impact of this on
business. The Company believes this is also connected to risk management in terms of
rising fuel prices due to carbon pricing slated to come in effect in the future.

As automobiles account for approximately three quarters of Honda's sales revenue,
in pursuing the reduction of CO2 emitted from its products, Honda considers that
reputational risk and potential penalties arising from failure to comply with fuel
economy regulations can have a significant impact on its business. Accordingly, Honda
has taken efforts to mitigate risks by applying a system called “SED” in which products
are developed jointly by the Sales (S), Engineering (E) and Development (D) functions.
In addition, operations such as Honda R&D Co., Ltd., Automobile Operations and the
Certification & Regulation Compliance Division coordinate research on trends in fuel
economy regulations around the world, while the Certification & Regulation Compliance
Division publishes the results as regulatory information. Regular meetings are held
to provide a forum for sharing the contents and interpretation of new regulations, as
well as for discussing the responses to them. Also, Honda has built an organizational
structure for developing technologies that always anticipate future fuel economy
regulations through engagement with policy makers.

In recent years, stakeholders have become increasingly conscious of fuel efficiency,
CO2 emissions and other environmental performance indices when choosing mobility
products. Honda recognizes these changes in consumer values and market demands
as critical matters to focus on, and it is actively expanding the lineup of products that
it offers powered by Earth Dreams Technology*. Through these initiatives, Honda is
meeting customers’ needs and generating additional profit.

The Company believes that climate change, resource depletion and other issues are
compelling society, which is heavily dependent on fossil fuels, to face up to energy
risks. Energy issues have a very significant business impact on the mobility business
sector. As such, Honda's concern is that unless it proceeds with energy diversification,
for example, through the utilization of renewable energy, it will become difficult to
sustain the Company’s business. Honda is addressing energy issues by diversifying the

environment

energy sources used in its products and business activities, with the aim of completely
eliminating energy risk from heavy dependence on fossil fuels, etc. The Company has set
an interim target for 2020 and aims to establish technologies that diversify home energy
sources and reduce CO2 emissions from personal mobility and home living to zero.
Honda is developing the Honda Smart Home System (HSHS) to help it realize this goal.
In addition, in the fields of its business activities Honda plans to introduce solar power
generation of 4.2 MW in FY2019 for the use of renewable energy. As mentioned above,
Honda is promoting energy diversification by actively introducing large-scale solar and
wind power generation at Honda’s facilities.

From growth to
decline

S

Honda’s total GHG emissions:
Conceptual projection

Continue reduction
efforts to reach zero

2014 2015 2016 2017 20xx

Advancing Powertrain Electrification

Honda views dealing with climate change and energy risk as key challenges and
actively promotes electrified products. Honda has set a goal to increase the ratio of
vehicles adopting electrified technologies in its total automobile sales to two-thirds
by 2030. To achieve this goal, the Company is seizing all new business opportunities
by pushing forward with the development of plug-in hybrid electric vehicles (PHEV),
electric vehicles (EV) and fuel cell vehicles (FCV), while entering into partnerships with
other companies for the preparation of a hydrogen infrastructure involving the likes
of hydrogen stations. To give an example of the Company's efforts to develop such
products and the infrastructure supporting their proliferation, American Honda Motor
Co., Inc. installed 60 new EV charging stations on its Torrance, California campus, while
the Honda Clarity series was announced in the United States, in which FCV, EV and PHEV
powertrains are covered with the same platform (= p. 43). Honda is also working to
promote electrification company-wide, by designating the Yorii assembly plant as the
mother plant and base for all EVs, establishing a structure enabling development and
production that meets market needs worldwide.

As for motorcycles, Honda is developing the PCX Electric/Hybrid and conducting
demonstration experiments for the EV-CUB. Regarding power products, the Company
has expanded product selection in line with customer needs by accelerating product
electrification. This includes the LiB-AID E500, a handy storage battery that can be used
as a portable power source, and the Miimo HRM520 robotic lawn mower.
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* A cloud-based solution service that uses
the GPS of smartphones and tablets and
assists in increasing the efficiency of
small vehicles (2-wheeler or light trucks)
in short-distance commuting

Adopting Electrified Technologies with Motorcycles

Entered discussions on collaboration with Japan Post toward
establishment of social infrastructure

Honda is pushing ahead with demonstration testing for postal delivery operation as
environmentally friendly business activities, which include making a transition to a
recycling-oriented society where limited resources are used more effectively as well
as complying with increasingly strict exhaust emissions regulations.

Specifically, this initiative is aimed at the establishment of social infrastructure with
a vision of utilizing electric motorcycles and other vehicles for postal delivery. This
means exploring the possibility of introducing electric vehicles for postal delivery
operation and conducting demonstration testing for installing charging stations in

post offices.

Additionally, there is another initiative intended to realize efficient delivery
vehicle operations and sustainable and universally available services. This includes
utilization of Honda Biz LINC* telematics service for postal delivery service and
establishment of a structure supporting a stable, accurate and safe postal delivery
operation.

Honda will actively work to realize the establishment of social infrastructure that
will contribute to the sustainability of the global environment.

Toward the Wider Use of Hydrogen

Operation of taxis as transportation infrastructure

Honda started operation of taxis using its Clarity Fuel Cell at the end of June 2017
in four major cities in Japan directed toward the wider use of FCV in the future. The
Company will make use of information such as driving data gained through the taxi
operation in research and development aimed at further performance evolution of
FCVs to promote increased usage.

Collaboration to expand the hydrogen refueling station
network in Northern California

Honda is supporting the introduction of seven hydrogen refueling stations in Northern
California in collaboration with Toyota and Shell as a means to help spread the use
of FCVs. Honda believes fuel cell technology has great potential to address society’s
energy and environmental concerns and will build cooperative relationships so as to
meet the needs of more customers.

Activities promoting hydrogen to the next generation

Honda conducts classes on hydrogen for students in collaboration with multiple local
governments as part of stakeholder engagement efforts. By facilitating an accurate
understanding of hydrogen among the younger generation, Honda is striving to
respond to the increasing use of next-generation energy.

In addition, the Company is undertaking measures to promote the appeal of hydrogen
at different events. Besides gaining the understanding of stakeholders, this serves as
a valuable opportunity to hear the opinions of customers who visit the venue.

environment
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Efficient Utilization of Resources

Preservation of Clean Air

The depletion and resulting difficulty of obtaining rare earth metals and other
resources used in the Company’s products poses a significant risk to our business
continuity in terms of the procurement of components and raw materials necessary for
manufacturing.

Therefore, Honda considers the efficient utilization of resources one of the material
issues and is actively promoting 3R (Reduction/Reuse/Recycling) activities as well as
ensuring proper processing when disposing of end-of-life products.

Aiming at the elimination of risks related to resources and disposal that occur in
various stages ranging from resource procurement to disposal, Honda is tackling this
issue through cooperation/partnership with internal/external stakeholders.

Initiative for the elimination of risks related to resources and disposal

Development stage

Stages of procurement of resources/
manufacturing/sales

Honda recognizes that air pollution has been a critical issue since the 1960s when
pollution issues escalated and believes that worsening air pollution in cities has a negative
effect on people’s health, which hinders the realization of the “joy and freedom of mobility
and a sustainable society where people can enjoy life.” Honda has sought to resolve this
issue through the development of technologies that clean the gas emitted from products.

This began with development in 1972 of the CVCC engine, which cleared exhaust gas
regulations under the U.S. Muskie Act, deemed the toughest in the world at the time.
Since then, Honda has announced a series of developments that include high-efficiency
combustion technology and exhaust emissions purification technology using a catalyst.
This has resulted in a reduction in the level of exhaust emissions from automobiles to
one-thousandth of that registered prior to the enactment of the Muskie Act over the 40-
year period.

Honda has also enhanced the combustion efficiency of engines and cleaned exhaust
emissions by promoting conversion from two-stroke to four-stroke engines in
motorcycles and power products as well as shifting from a carburetor to the Honda
Programmed Fuel Injection (PGM-FI) system.

Through advanced development of exhaust emission cleaning technologies such as
these, Honda avoids risks associated with business continuation caused by increasing
costs to deal with tighter environmental regulations.

In addition, this enables products with exceptional environmental performance to be
supplied at a reasonable price, and as a result, Honda leads the industry in cleaning
exhaust emissions and addressing air pollution issues, which also leads to major
business opportunities.

Stage of collection/disposal

Stage of praduct use of end-of-life products

Reduction Design focusing on ReductionJ [Initiatives for saving resources]
£ : :
& : i

Reuse 2 | | [ Reuse of used parts ‘

- Design focusing ; : :
S on Reuse/
§, Recycling
§ Recycling of by-products ]
@ j
[+ . o

Recycling é I ‘ Recycling of fend—of—life products ‘ l
s 1 ! !
x | Compliance with the recycling

! ! law for end-of-life products
l Reduction of substances of concern ] ' ' and voluntary initiatives

environment
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Goal to Reduce CO2 Emissions Intensity in
Products by 2020

Motorcycles Automobiles Power Products
per g/km vs. 2000 levels per g/km vs. 2000 levels per kg/hour vs. 2000 levels
| | J

Reduce by 30%

*Global average CO2 emissions from Honda products

Honda believes in the necessity of reducing CO2 emitted from products in response to
climate change and energy issues, which it views as key environmental challenges.

Therefore, to ultimately realize zero CO2 emissions in product usage, Honda has
formulated and is promoting initiatives under a goal to reduce CO2 emissions intensity of
motorcycles, automobiles and power products by 30% from 2000 levels by 2020.

The scope of the above compilation includes Japan, North America, South America,
Europe, Asia & Oceania and China, and it covers more than 90% of units sold by Honda
worldwide for each of motorcycles, automobiles and power products.

Current status of achievement
DATA | vs. 2020 product CO2 emissions
intensity reduction targets

» p.54

environment

TOPICS

Clarity Series of EVs Released in North America,
Expanding the Range of Choices

The Honda Clarity series, which is available in three advanced electrified
powertrains (FCV, EV and PHEV) installed on the same platform, went on sale in
North America in December 2017. The Clarity series is the first in the world to
offer the power of choice to customers who want an EV without the compromise,
which has won it plaudits from different quarters, including recognition as the
2018 Green Car of the Year® by Green Car Journal of the United States.

Besides not only boasting outstanding environmental performance, The Clarity
series of cars are full of practical value as well. The sedan model provides
both aerodynamic performance and advanced design while efficient packaging
ensures top-class interior space and ample trunk room.

Honda aims to spread the use of EVs with low environmental burden beyond
North America to help mitigate the effects of climate change and reduce
energy risk.

Clarity series
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Three Initiatives to Achieve Environmental Performance Targets

Emissions from “use of products” account for approximately 80% of CO2 emissions from
Honda's entire product life cycle. In light of this, Honda works to reduce CO2 emissions
during usage in all of its products, and manufactures and sells items that can be
supplied with confidence as environmentally friendly products.

In addition, Honda is pushing ahead with the following three initiatives to realize
its 2020 Product CO2 Emissions Reduction Targets with a view to halving total CO2
emissions by 2050 compared with 2000 levels while expanding production and sales
globally.

(D Reducing CO2 emissions through efficiency improvements of internal combustion
engines

@ Reducing CO2 emissions by introducing environmentally innovative technologies and
diversifying energy sources

@ Eliminating CO2 emissions through the use of renewable energy and total energy
management

By implementing these in phases, Honda is steadily reducing CO2 emissions with the
aim of ultimately eliminating them.

By setting unique product guidelines at an advanced level for these three initiatives
and making Honda products compliant with them, Honda is aiming to achieve this goal.
The guidelines are articulated in the Honda Environmental Performance Standard (HEPS)
formulated in 2011.

As a result of certification of products that were launched in FY2018, 27 motorcycle
models, 8 automobile models and 3 power product models - a total of 38 models — were
HEPS-certified. Cumulatively, this brings the number of HEPS-compliant products to 171
motorcycle models, 97 automobile models and 54 power product models, or 322 models
in total.

In addition, there were no violations in product and service information or labeling in
general.

DATA Global'number of HEPS- DATA
compliant models

Number of HEPS-compliant
models by region

» p.55 » p.55

environment

Evolution of
environmental technologies

Life-cycle
CO2 emissions

l_l Efficiency improvement .
l_lmc ,,,,,,,,,, ; @ technologies for internal @ High
High Efficient Products ~ comPustion engines

v

@ Environmental-innova- o
I_ICI :W tion and energy-diversi- w

Innovative Products fication technologies

v

- P— Renewable energy
I-I= =® technologies @
N

Revolutionary Products Low

e — |

Evolution of = Fossil » Diversified , Renewable , Energy management::
energy technologies fueluse energyuse energy use technologies /

®High Efficient Products

Products that emit less CO2 emissions because of improved internal combustion
engine efficiency. This category includes products that incorporate technologies for
improving fuel combustion and transmission efficiency and reducing friction between
engine parts. Compliance is determined based on how well a product reduces or
helps reduce CO2 emissions during use compared with preceding models.

®|nnovative Products

Products that emit less CO2 because they use an environmentally innovative technology
or an alternative energy source. This category includes motorcycles that incorporate
Honda's patented Idling Stop System, automobiles that incorporate hybrid technologies
or direct injection engine technologies, and power products with electronic fuel
injection (Fl). Alternative energy technologies include motorcycles and automobiles
that can run on ethanol and power products that can run on gaseous fuels.
Compliance is determined based on how well a product reduces or helps reduce CO2
emissions during use compared with preceding models.

®Revolutionary Products

Products that reduce or eliminate CO2 emissions by harnessing renewable energies
or facilitating total energy management. This category includes products that incorporate
electromotive technologies or technologies for using renewable energy.
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*1 Intensity that is a weighted average
calculated on the basis of CO2 emissions
intensity and the units produced for each
of motorcycles, automobiles and power
products

*2 Comparison with Saitama Factory’s Sayama
assembly plant

Corporate Activities Initiatives

With the aim of ultimately achieving zero CO2 emissions and zero energy risk, Honda is
focusing on the reduction of energy consumption and CO2 emissions while expanding
production/sales globally. Mid-term plans for operations-related environmental
initiatives specify the reduction of CO2 emissions intensity per unit of production*’
by 18% by FY2020 (baseline: FY2009) as the target. In the future, Honda will aim at
sustaining the reduction until the rate of reduction of energy consumption exceeds the
rate of increase of energy use for the manufacturing of products.

Toward the realization of the above-mentioned target, when building or renovating
its plants Honda aggressively introduces the energy-saving technologies and know-
how that is applied to its newest plants, such as the Saitama Factory's Yorii assembly
plant that achieved a 30% reduction in per unit energy use compared with other Honda
plants*2. To support the energy-saving initiatives of various business sites operating
around the world, the Company has built a mechanism for promoting information
sharing among business sites and regions, and at the same time, it is enhancing
technical support from Japan.

In addition, Honda is actively introducing renewable energy around the world. By
FY2018, Honda generated a total of 117GWh of electricity, including solar power
generation and wind power generation.

Going forward, Honda will continue to use renewable energy befitting local conditions.

environment

TOPICS

Received Energy Conservation Grand Prize
for FY2018 with Two New Technologies

Honda received the Director-General's Prize (Agency for Natural Resources and
Energy) in the Energy Conservation Case Example Category within the Energy
Conservation Grand Prize for FY2018 for a new energy-saving testing method
employed at the Transmission Factory Hamamatsu Plant. Previously, when
testing the durability of its Continuously Variable Transmission (CVT), an actual
engine was used and the test was conducted continuously over a long period.
The newly developed test apparatus cuts testing time by approximately 70% and
has therefore been highly regarded for boosting efficiency by reducing gasoline
consumption and being kind to the environment.

In addition, Honda Engineering Co., Ltd. received the Reviewer's Prize in the
same category for reducing the amount of hydrogen consumed in the fuel cell
stack. The technology, developed to promote the increased use of FCVs, has been
highly acclaimed, in particular, since energy generated in the production process
has been slashed by 99.7% while processing time is kept to around one-sixth of
conventional systems.

Honda will continue implementing initiatives aimed at realizing its 2030 Vision.
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Index based on “Definition of Recyclable
Rate for New Vehicles and Guidelines
on Calculation Method” issued by Japan
Automobile Manufacturers Association,
Inc. (JAMA)

Recyclable rate that includes the thermal
energy recovered; In accordance with
calculation methods of recyclable rate for
carsin 15022628, etc.

Initiatives in the Development Stage

3R Pre-Assessment System

Honda introduced the 3R pre-assessment system, which assesses the 3R elements of each
model to be newly developed in the stage of product development, for motorcycles in 1992
and for automobiles in 2001. The Company is striving to improve the level of 3R elements.

Design Focusing on Reduction

Honda is making efforts in downsizing and weight reduction by considering alternative
structures and materials for all components in each product, such as the body
framework, engine and bolts. For example, the Company used thinner structural
bumpers in the N-WGN, which was launched in FY2014, as part of a reduction-oriented
design geared toward creating a lighter product. The availability of materials with higher
rigidity and fluidity along with advances in manufacturing technologies allowed Honda to
reduce the weight of the previous design by approximately 20%, which had an average
thickness of 3.0 mm, by using less resin in bumper production.

In Japan, Honda is progressively expanding the use of these enhanced structural
bumpers in new models launched after the N-WGN. Overseas, it has begun rolling it
out globally with the 16M Civic. The Company expects to further reduce material use by
applying the new design worldwide.

Design Focusing on Reuse/Recycling

Honda is engaging in structural design that takes into account easier recycling and
maintenance, use of easily recyclable materials and recycled resins, and display of contents
of materials for resin/rubber components, etc. For automobiles, the Company uses easily
recyclable materials for a wide array of exterior/interior components, such as inner
weather-stripping and the outer surface of instrument panels, and at the same time have
enabled the use of recycled materials for air conditioner ducts. In addition, we label resin
and rubber parts with their constituent materials wherever possible to facilitate recycling.

As a result of the activities mentioned above, with regard to the recyclable rate*! for
all new and redesigned vehicles sold in FY2018, Honda is maintaining more than 90%
for automobiles and more than 95% for motorcycles, as well as a recoverability rate of
more than 95% for components/materials*? used in power products.

Initiatives at the Product Use Stage

Recycling of End-of-Life Components

Honda collects and recycles end-of-life components generated from repair, replacement,

environment

etc., from dealers nationwide. In FY2018, the Company collected and recycled
approximately 160,000 end-of-life bumpers. Collected bumpers are recycled and used
for splash guards and other components of the Freed model.

Honda will continue the recycling of end-of-life components, including the collection/
recycling of end-of-life hybrid vehicle drive batteries.

Initiatives in the Disposal Stage

Initiative for Automobiles

The Act on Recycling, etc., of End-of-Life Vehicles (automobile recycling law) requires
automakers to collect and properly treat three items: fluorocarbons, airbags and
shredder dust (Automobile Shredder Residue (ASR)).

In FY2018, the number of Honda automobiles collected was approximately 490,000 for
fluorocarbons (+11% from the previous fiscal year), approximately 460,000 for airbags
(+10%) and approximately 520,000 for ASR (+6%). Recycling rates for gas generators and
ASR were 93.9% and 98.1%, respectively, which satisfy the recycling rates specified by
ordinance of the relevant ministry (at least 85% for gas generators and at least 70% for ASR).

Initiative for Motorcycles

Honda joined hands with other motorcycle manufacturers in Japan and participating
motorcycle importers and started to implement the voluntary recycling of motorcycles
in October 2004. With the cooperation of related dealers, various companies in the
motorcycle industry started this scheme for providing a safety net for the treatment of
end-of-life motorcycles, the world's first of its kind. End-of-life motorcycles are collected
at the dealers and the designated points of collection free of charge and are properly
recycled at recycling facilities.

Regarding end-of-life motorcycles collected at designated points of collection, there
were 1,020 Honda products in FY2018, which accounted for59.2% of all units collected.
The recycling rate of Honda products came to 97.4% on a weight basis, enabling us to
achieve the target recycling rate of 95% since FY2014.

Corporate Activities Initiatives

Honda is making efforts to reduce the volume of waste generated through business activities.

The Company is stepping up 3R efforts that include resource reduction initiatives,
such as the reduction of by-products through an increase in throughput yields. Honda
does not import or export waste deemed hazardous under the terms of Annexes |, II, Il,
or VIl of the Basel Convention. In addition, the Company is striving to eliminate all use
of ozone-depleting substances (ODS) at business sites in accordance with the Montreal
Protocol and local laws and regulations in the countries in which it operates, and there
are no major emissions from any of its operations.
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With the aim of preserving clean air, Honda is working to eliminate harmful substances
in exhaust emissions from the tailpipe in the usage phase.

The engines of all commercial motorcycles have been switched to four stroke, with
programmed fuel injection (PGM-FI) being applied to at least 80% of models sold
worldwide.

With regard to automobiles, Honda has gradually expanded models that are LEV*'3-
SULEV*230 emissions compliant, beginning with the Accord Hybrid released in 2013,
thus meeting the California exhaust emissions standard, deemed the toughest in the
world. The Accord Plug-in Hybrid was the first in the world to achieve SULEV20 status.
Amid application and strengthening of exhaust emissions regulations in emerging
countries, Honda is promoting response early on in various countries in Asia and the
Middle East.

As for power products, Honda has cleared compliance of United States Environmental
Protection Agency Phase 3 regulations, the most stringent in the world, through engine
enhancement technology.

In addition, Honda is pushing ahead with initiatives in production, the process with the
largest impact on the air, in an effort to preserve clean air.

In the production of automobiles, solvents found in paint and thinner used mainly
in paint processes can generate Volatile Organic Compounds (VOC), the cause of
photochemical oxidants. Honda's production activities in the past have sought to reduce
VOC emissions such as through the introduction of a highly efficient paint process
using robots; overhaul and increased recovery rate of thinners used for cleaning; and
installation of equipment to incinerate and purify VOC. In addition to these initiatives,
the Company introduced Honda Smart Ecological Paint that eliminates a middle coating
process from a commonly used 4-coat/3-bake auto body painting process to realize a
3-coat/2-bake water-based painting process, thus reducing the generation of VOC. The
technology was rolled out at the Yorii assembly plant, which sets the benchmark for
environmental initiatives. Honda is working to bring in the state-of-the-art technology to
all automobile plants worldwide.

In Japan, Honda set FY2011 VOC emissions intensity as the control value pursuant to
the goal established by the Japan Automobile Manufacturers Association and introduced
voluntary efforts aimed at reduction from there. We have cleared this value every year
since 2010. Honda will continue with these voluntary efforts going forward.

environment

Conserving Water Resources

Cognizant of the potential for business activities to impact upstream and downstream
water resources, Honda is also focusing on the conservation of water resources. Since
Honda seeks out communities where harmonious coexistence with nearby water
sources is viable as potential plant locations, and builds plants in compliance with
host countries’ environmental assessment laws and regulations, no water sources are
significantly impacted by the Company’s water use. In addition, no water sources are
affected by wastewater from Honda facilities since it treats wastewater and discharges
treated water in accordance with applicable laws and regulations. Under these
circumstances, Honda appropriately manages the amount of water used and works
to manage and provide information on wastewater, which includes thorough quality
control and disclosure of water quality test findings. In addition, to minimize water use,
various business sites are implementing initiatives based on regional circumstances,
such as the utilization of recycled water and water conservation. The Company is
also working to recycle and reuse water in manufacturing processes, which utilize
about 4.8 million cubic meters of water each year, or about 20% of all water use by
Honda. This ongoing effort includes installing full recycling systems that allow reuse
of almost 100% of all water at Honda Engineering Co., Ltd. (Japan), the No.2 Plant at
Honda Automobile (Thailand) Co., Ltd. (Thailand) and the No.2 Plant at Guanggi Honda
Automobile Co., Ltd. (China).

Honda strives to reduce environmental impact during product usage. The Company’s
lineup of engines for outboard motors consists solely of 4-stroke engines with the aim of
reducing water contamination in the outboard motors being used around the world.

Besides promoting water conservation on its own accord, Honda manages a water
conservation fund in North America under the Honda Marine Science Foundation, which
supports the improvement and preservation of coastal areas for future generations
through initiatives for marine ecosystem restoration and promoting resilience to climate
change. Around US$200,000 is provided as support every year, which contributes to the
preservation of the local environment. (Please refer to the link below.)

Honda has undertaken conservation activities for forest watersheds continuously since
1999 as part of its social contribution program. Production sites protect and manage
the forest watersheds that they benefit from and strive to keep them optimized for
each region. Aware of the fact that water is an indispensable resource supporting its
business, Honda will continue implementing this activity. (Please refer to the link below.)

“Forest watersheds”
(Japanese only)

m . .
WEB Honda Marlne Science WEB
Foundationl

» https://www.honda.com/marine-science-
foundation

» http://www.honda.co.jp/philanthropy/
forest/about/
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Biodiversity Conservation

Recognizing that its business activities can have an impact on biodiversity, Honda has
long been putting a great deal of effort into activities that have led to the conservation of
biodiversity. The Company carried out tree-planting and water-recycling initiatives at its
plants in the 1960s and launched the Community Forest program in 1976.

In 2011, the Company established the Honda Biodiversity Guidelines. As the basic
statement, it stipulates as follows: “We recognize, under Honda’s Environment
Statement, that biodiversity conservation initiatives are an essential part of our
commitment to the preservation of the global environment. We will continue to work
toward harmony between this commitment and our activities.”

Honda believes that minimizing the environmental impact resulting from the products
it manufactures and its business activities represents the greatest contribution the
Company can make to biodiversity conservation. The guidelines specify the priorities,
including the development of environmental technology, initiatives based on corporate
activities and initiatives for living in harmony with local communities, and Honda is
actively promoting them.

Honda recognizes the emissions of GHGs and various other pollutants as two of
the greatest impacts of business activities that threaten biodiversity. Consequently,
the Company has set priorities under the Guidelines and is working systematically to
minimize both impacts. Each of Honda's key business sites in Japan also conducts a
survey on the actual conditions of biodiversity and is promoting various activities that
are appropriate for the applicable species, such as thinning, pruning and eradication
of non-native species. Moreover, the Company cooperates with “Monitoring Sites
1000” (a project for promoting the monitoring of survey sites of important ecosystems)
implemented by the Japanese government as a member of the International Union for
Conservation of Nature and Natural Resources (IUCN), which creates an annual Red
List. For the above project, Honda continues to carry out fixed-point observation and
reporting on ecosystems.

PDF Honda Biodiversity Guidelines

» http://www.honda.co.jp/environment/report/
pdf/report/report-biodiversity-en.pdf

environment

Management and Reduction of Chemical
Substances

Honda works to ensure the appropriate management and reduction of chemical
substances contained in automotive components from the product design and
development stages in order to reduce those materials that impact the environment.

Laws and regulations have been brought in to ensure the appropriate management of
chemical substances and the reduction of harmful substances contained in automotive
components in each country based on a goal set by the United Nations in 2002 of
minimizing the impact of chemical substances on people and the environment by 2020.

The International Material Data System (IMDS), a mechanism for collecting information
throughout the supply chain on materials and chemical substances contained in
components making up the vehicle, was developed in response to this trend largely
by the German Association of the Automotive Industry. Honda is also tabulating and
managing chemical substances via our independently developed global management
system called the Management System of Chemical Substances (MoCS), which collects
information based on IMDS.

Honda is moving ahead with the reduction of four types of heavy metals (lead, mercury,
hexavalent chromium and cadmium) that are considered to have negative impacts on
the environment while promoting management of chemical substances via MoCS. As an
example, for all new and redesigned vehicles sold in Japan in FY2018, components that
do not use mercury were chosen for combination meters. The Company is striving to
eliminate the use of mercury on a voluntary basis.
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* The Greenhouse Gas Protocol: Development
of the GHG Protocol was led by the
World Business Council for Sustainable
Development (WBCSD) and the World
Resources Institute (WRI).

Honda GHG Emissions in FY2018

Reducing GHG Emissions from Use of Sold Products

As a responsible company operating in the mobility industry, Honda believes in the
importance of calculating and disclosing GHG emissions in order to drive progress in
initiatives to reduce global emissions.

As the first milestone in this endeavor, in August 2012 Honda became the world’s
first mobility company to disclose estimates of all GHG emissions from its entire value
chain in conformity with the GHG Protocol*, currently the world’'s most widely used
GHG emissions accounting standard. The Company released estimates of emissions
for FY2012 not only from its own business activities (Scopes 1 and 2) but also from all
upstream and downstream activities (Scope 3), extending from the procurement of raw
materials to the transportation and customer use of Honda products and ending with the
treatment of end-of-life products.

Honda continues to calculate and report its emissions and is making improvements to
get a more accurate reading of emissions from its entire value chain. The Company is
doing this in Scope 3 (other indirect emissions), for example, by widening the boundaries
of data collection for categories that account for the largest proportion of estimated
emissions, and by improving the accuracy of calculation methods.

The calculations for FY2018 show that GHG emissions from Honda business activities
were 5.45 million t-CO2e, and total emissions from the value chain, including other
indirect emissions, were 319.59 million t-COz2e. Honda will continue to monitor and
manage data and utilize this information in the actual implementation of emissions
reduction measures.

Total GHG emissions

Scope 3, category 11 emissions (emissions from use of products sold to Honda customers)
account for more than 80% of GHG emissions from Honda's entire value chain. This means
finding ways to reduce emissions related to customer use of Honda products is of primary
importance in reducing emissions from Honda's value chain. To this end, the Company has
established the target of reducing global average product CO2 emissions intensity by 30%
from 2000 levels by 2020, and is working to improve the fuel efficiency of our products.

Promoting Life-Cycle Assessment (LCA)

Honda has been developing its own methods to reduce the environmental impacts of its
business activities and across product life cycles, from production through disposal.

In March 2002, the Company built the Honda Life-Cycle Assessment (LCA) Data System,
a system for quantitatively measuring CO2 emissions from all business activities. Since
then Honda has been making focused efforts to meet reduction targets set for each
business area including production, purchasing, sales and service, administration and
transportation.

Honda is also calculating and assessing CO2 emissions across product life cycles, from
raw material procurement to product disposal for the entire vehicle, and making use of this
information in its efforts to reduce CO2 emissions for each model. This approach is also
important when considering applications for the next-generation technologies that will
become more diverse further in the future. Accordingly, the Company will utilize the above
information further to develop low-carbon solutions at the development stage, for instance.

Breakdown of total FY2018 GHG emissions

Scope2 1.3%

319.59
307.55 (million t-Coe)  oC0PE 1 0.4%
279.01 285.10

Scope 3,
Scope 3,

other .

categories other categories
16.6%

Scope 3,

category 11

Scope 2

J’tScope 1
2015 2016 2017 2018 (FY)

environment

Scope 3,
category 11
81.7%
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Honda's total GHG emissions (million t-CO2e)
Basic Approach FY2015 FY2016 FY2017 FY2018
Global Management
GHG emissions from the entire Honda value chain (Scopes 1,2, and 3) 279.01 285.10 307.55 319.59
Material Issues in the Environmental
Dimension
. Breakdown Direct emissions from business activities (Scope 1) 1.38 1.33 1.28 1.35 A
Responses to Climate Change and
Energy Issues
. L Indirect emissions from energy use (Scope 2) 3.86 3.81 3.92 410 A
Efficient Utilization of Resources
Preservation of Clean Air Emissions from Honda business activities (total of Scopes 1 and 2) 5.24 5.14 5.20 5.45
Other Important Issues
Environmental Data Emissions from customer use of sold products (Scope 3, category 11) 223.54 231.77 252.59 261.03 A4
Safety =rerrrrrrerereerasaes B Other emissions (Scope 3, other categories) 50.23 48.19 49.76 53.10
Other indirect emissions (total of Scope 3) 273.77 279.96 302.35 31414

Quality B R T 4

Human Resources =+=+==x=+++ 79

Supply Chain === =resrerrerens 9

environment

Scope 1: Direct GHG emissions from business activities, as defined by the GHG Protocol (e.g. Combustion of fuel oil at a manufacturing plant, emissions from work vehicles and company cars). The Scope 1 figures presented in this report
include all GHGs emitted directly by Honda Motor Co., Ltd. and its consolidated subsidiaries and affiliated companies worldwide.(excluding relatively small-scale companies).

In Japan, Honda uses the emission factor based on the Act on Promotion of Climate Change Countermeasures and in each region except Japan, emission factors from the 2006 IPCC Guidelines for National GHG Inventories. Figures for climate
change potential coefficient are derived from the IPCC's Fourth Assessment Report (2007).

Scope 2: Indirect GHG emissions from a company's use of energy, as defined by the GHG Protocol (e.g. electrical energy used by a manufacturing plant or office). The Scope 2 figures presented in this report include all GHGs emitted directly
by Honda Motor Co., Ltd. and its consolidated subsidiaries and affiliated companies worldwide (excluding relatively small-scale companies).

Honda adopts to the GHG Protocol's standard market-based method. In Japan, Honda uses electricity utilities emission factors based on the Act on Promotion of Global Warming Countermeasures and in each region except Japan, Honda
uses electricity utilities emission factors and latest regional emission factors, if unavailable, national emission factors from the IEA's Emissions from Fuel Combustion.

Scope 3: Other indirect GHG emissions not included in Scope 1 and Scope 2, as defined by the GHG Protocol. Scope 3 is systematically broken down into 15 categories (e.g. category 11 includes emissions arising from the use of sold products;
category 12 includes emissions arising from the end-of-life treatment of sold products).

The “Scope 3, category 11" figures presented in this report represent the cumulative amount of GHGs that will have been emitted by products sold by Honda in the applicable fiscal year (automobiles, motorcycles, power products) as a
result of their use by customers from the time they received those products until they dispose of them in the future. Calculations cover the emission of approximately 90% of all motorcycles, automobiles and power products sold worldwide
under the Honda brand name. These emissions are calculated using the following formula for each model and adding the results: CO2 emissions intensity x Annual distance traveled (for power products: annual usage in hours) x Product
lifetime in years x Annual unit sales.

CO2 emissions intensity: Average annual mileage of each model set at same value per region. (Annual consumption of each model and average annual used time distinguish general business from business use.)
Annual mileage / Lifetime years of use: Referring to |[EA estimation model, “SMP Model" etc.
CO2 emission factor: Referring to the GHG calculation guidelines that public authorities in each region issued. If there are no appropriate guidelines, reference from the ones of Japanese.

The “Scope 3, other categories” figures presented in this report are the sum of emissions from categories 1, 2, 3, 4,5, 6,7, 9,10, 12 and 15. As per the GHG Protocol, Honda excludes categories 8, 13 and 14 from its calculations, as these
categories are either not part of Honda business activities or emissions from these categories are accounted for in other categories.

Data indicated with {A received the independent practitioner’'s assurance.
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Environmental Data

GHG emissions

Direct emissions (Scope1) A

(10,000 t-COze)
400

300

141 138 133 128 135 Tiﬁ??a&
100 jEurope

B B O e
I B == ==

2014 2015 2016 2017 2018 (FY)

Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group (excluding
relatively small-scale companies)

Calculation method: Emissions amount = X [Volume of fuel usage x CO2 emission factor] + CO2 emissions from
non-energy sources + X [Volume of non-CO2 GHG emissions x Global warming factors]

Emission factors

Japan: Emission factors based on the Act on Promotion of Global Warming Countermeasures

Regions outside of Japan: Emission factors from 2006 IPCC Guidelines for National GHG Inventories Figures for
global warming potential coefficient: The IPCC's Fourth Assessment Report (2007)

*Figures of GHG emissions from non-energy source include some estimated values.

*Calculations are mainly based on emissions from stationary combustion sources.

*Expressed in three significant digits

Indirect emissions (Scope2) 4

(10,000 !—COz;)ao 386 381 392 410

400
——China
Asia &
300 _ " Oceania
rEurope
— —— South America
200
——North America
100
—— Japan
2014 2015 2016 2017 2018 (FY)

Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group

Calculation method: Emissions amount = ¥ (Purchased electricity consumption etc.*! x emission factor)

Honda adopts to the GHG Protocol’s standard market-based method.

Emission factor:

Japan: Electricity utilities emission factors based on the Act on Promotion of Global Warming Countermeasures

Regions outside of Japan: Electricity utilities emission factors and latest regional emission factors, if

unavailable, national emission factors from the IEA's Emissions from Fuel Combustion.

*1 Other includes steam and hot water, the emission factors is based on the Act on Promotion of Global Warming
Countermeasures.

*Expressed in three significant digits

environment

Energy consumption

Direct energy consumption A
(TJ)

= 23,800 23,000 22 400 22,000 23.100

——China
20,000
Asia &
Oceania
15,000 — ——Europe
— South America
10,000 —— North America
5,000
—— Japan
0
2014 2015 2016 2017 2018 (FY)

Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group (excluding
relatively small-scale companies)

Calculation method: Consumption amount = ¥ (Fuel consumption x unit calorific value)

Unit calorific value:

Japan: Unit calorific value from Reporting and Disclosure System based on the Act on Promotion of Global
Warming Countermeasures

Regions outside of Japan: Derived from 2006 IPCC Guidelines for National GHG Inventories

*Calculations are mainly based on energy consumed by stationary exhaust sources.

*A terajoule (TJ) is a unit of energy, “tera” meaning 1072,

*Expressed in three significant digits

Indirect energy consumption ¥4

™ 23700 24,000 24300 25.200 25900

25,000

——China
Asia &
20,000 Oceania
Europe
I
15,000 — ——— — — Z—— South America

10,000 . North America
5,000
—— Japan
0

2014 2015 2016 2017 2018 (FY)

Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group (excluding
relatively small-scale companies)

Calculation method: Consumption amount = ¥ (Purchased electricity consumption etc.*! x unit calorific value)
Purchased electricity has been converted to joules using the international standard 3.6 GJ/MWh.

*1 Other

Unit calorific value:

Japan: Unit calorific value from Reporting and Disclosure System based on the Act on Promotion of Global
Warming Countermeasures

Regions outside of Japan: 2006 IPCC Guidelines for National GHG Inventories

*Expressed in three significant digits
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Environmental Data

Total GHG emissions (Scopel and 2) ¥
(10,000 t-CO2¢)

“ 521 524 514 520 943

500 ——China
400 ___ Asia&
Oceania
300 — — —__=Europe
South America
200 ——North America
100
—— Japan
0
2014 2015 2016 2017 2018 (FY)

Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group (excluding
relatively small-scale companies)

Calculation method: Total GHG emissions (Scopel and 2) = Direct GHG emissions + Indirect GHG emissions
*Expressed in three significant digits

Total energy consumption 4

™o 47,500 47,000 46,600 47,200 49,000

——China
40,000  Asia&
Oceania
— — —Europe
30,000 ] — L South America
20,000 —— North America
10,000
—— Japan
0
2014 2015 2016 2017 2018 (FY)

Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group (excluding
relatively small-scale companies)

Calculation method: Total energy consumption = Direct energy consumption + Indirect energy consumption
*Expressed in three significant digits

environment

Water use/wastewater volume

Water use volume (Amount of water intake) ¥
(1,000 m3)

4000 35 200 33,800 34,700 35,300 36,200

——China
30,000
Asia &
Oceania
20,000 Europe

= ——South America

-— North America

10,000
.Japan
0

2014 2015 2016 2017 2018 (FY)

Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group (excluding
relatively small-scale companies)

Calculation method: Volume amount = ¥ (Purchased from the water facilities + Groundwater intake +
Rainwater utilization amount + Surface such as rivers water intake)

*Expressed in three significant digits

Wastewater volume 4

(1,000 m3)
40,000

30,000

22400 59,000 20,300 20,200 20,700

20,000 I Asia 8

— Oceania
10,000 -

__—Europe
" —South America
" —North America

—— Japan

2014 2015 2016 2017 2018 (FY)

Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group (excluding
relatively small-scale companies)

Calculation method: Volume amount = 3 (Wastewater processed by other companies + Discharge directly into
public waters)

*Figures include some estimated values.

*Expressed in three significant digits

Honda SUSTAINABILITY REPORT 2018 52



305-7,306-1,306-2 S <« »

— A eAssurance
Editorial Honda Overview of Performance
ntent . Top Message . Strate Governance *GRI Content Index
Contents Policy P 9 Philosophy Honda 9y 7 Report cFinanciallData
Performance Report Environmental Data
» Environment =+ r-r=snasaan 34 )
Atmospheric pollutants Waste generated
Basic Approach
PP SOx emissions A Waste generated A
Global Management ® (1,000t) 1.460 1,550 1,620
Material Issues in the Environmental 1:200 rsoo 1 '400 1 '390 ' ——China
Dimension
1,000 1,200 Asia &
Responses to Climate Change and — Oceania
Energy Issues 800 o0p I e _r—Europe

= —— South America

Efficient Utilization of Resources 600 445

39 1 400 —— North America
Preservation of Clean Air 400 352

Other Important Issues 200 158 159 300 | Japan
Environmental Data

0 0
2014 2015 2016 2017 2018 (FY) 2014 2015 2016 2017 2018 (FY)

Safety I I ¥ ) Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group (excluding Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group (excluding

relatively small-scale companies) relatively small-scale companies)

Calculation method: Emissions amount = 5 (Fuel consumption x Density x Sulfur content x 64/32) Calculation method: Emissions amount = ¥ (Industrial waste + general administrative waste +valuable

*Calculations are based on fuel consumption. resources emission)
Quality s rrrrrrrrrrrareaees 45 Density: Derived from the translation coefficient list in Statistics Information by Petroleum Association of Japan *However, regions outside of Japan are beyond the scope of data for industrial waste (excluding harmful waste

uality Sulfur content: Derived from Act on the Quality Control of Gasoline and Other Fuels or the standard of LP gas defined in accordance with regulations in respective countries) and general administrative waste.
(JIS K 2240) *Expressed in three significant digits

Human Resources =+=+==x=+++ 79

Supply Chain === =resrerrerens 9

NOx emissions 4
(t)
o 1,081 1,053 1029 981 1,014

1,000
800
600
400

200

2014 2015 2016 2017 2018 (FY)

Companies covered: All consolidated subsidiaries and affiliated companies of the Honda Group (excluding
relatively small-scale companies)

Calculation method: Emissions amount = 3 (Fuel consumption x Emission factor for each fuel)

*Calculations are based on fuel consumption.

Emission factor for each fuel: Derived from NOx emissions calculation table (combustion facilities that do not
measure the amount of exhaust gas, etc.) on Environmental Activity Evaluation Program (Ministry of the
Environment).
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Cost of environmental conservation activities and investments in FY2018
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Current status of achievement vs. 2020 product CO2 emissions intensity reduction targets

Motorcycles (g/km)

Automobiles (g/km)

(%) 100 (%) 100
100-gage- -~ === ---=-=-------o--ogeoo--ooo- 100 -gage- - - === ----=-=----------oge-o--ooo-
[v) 0,
0 ” 32.6% % 824 992 9u 4 77.2 22.8%
8 £7.1 66.9 65.8
60 ¢ 60
2020 2020
target target
40 [ eduetion) 40 [ eduction)
20 20

0 13
2001 2014 2015 2016 2017 2018 (FY)
(base year)

Power Products (kg/hour)

Category Major activities and investments Investments Expenditures
(miltions of yen) _(millions of yen)
Pollution pre- Air, water, and soil pollution prevention 167 166
vention costs
Business Global Global warming mitigation, ozone depletion pre- 2,038 359
area costs environmental vention, and other conservation activities
conservation
costs
Recycling costs Waste processing, treatment, reduction, elimina- 434 374
tion, and recycling
Upstream/ Collection, recycling, resale, and proper disposal 120 278
downstream of products manufactured and sold
costs Industry organization and other membership fees
Management Installation, operation, and acquisition of certification 69 6,535
costs for environmental management systems
Environmental impact monitoring and measurement
Management and training of associates and organi-
zations responsible for environmental conservation
(expenses for environment-related communications
activities)
Research and Research, development, planning, and design for 4,398 283,048
development impact reductions across product life cycles (R&D
costs costs for advanced eco-cars, including EVs and
PHVs)
Local Environmental improvement measures, including 42 378
conservation ecosystem protection, cleanups, green space
costs development, and natural landscape conservation
Local conservation and communication activities
(beach cleanups and watershed conservation
activities)
Environmen- Remediation of polluted soil 0 0
tal damage
costs
Total 7,268 291,138

* Companies covered: Honda Motor Co., Ltd., Honda R&D Co., Ltd., Honda Engineering Co., Ltd. and Honda Access

Corporation

* Accounting period: April 1, 2017 to March 31, 2018

*Some figures are estimated values.

* Guidelines, guidebooks and other environmental accounting publications by Japan's Ministry of the Environment
were used as references.

*Figures were calculated on a cash-flow basis with depreciation and amortization expenses excluded.

Economic benefits (Effect on revenue and expenses)

FY2018 (millions of yen)

Income from sale of valuable waste materials 3,084
. Installed technologies 29

Cost reductions from saved energy =
Behavioral changes, etc. 80
Total 3,193

environment

(%) 100
1 .......................................
28.9%
80 72.8 739 722 711
60
2020
target
40 30%
reductiun]
20

0 13
2001 2014 2015 2016 2017 2018 (FY)
(base year)
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* Reducing traffic fatalities
* Applying automation and information technologies to everyday life
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Toward a Collision-Free Mobile Society
» Safety ..................... 56 . , i i .
As exemplified by the words of the Company’s founder Soichiro Honda that “as long as
Basic Approach we are handling a mode of transportation, we are entrusted with human lives,” Honda is, Global Safety Slogan
Safety Initiatives on the basis of the concept of safe coexistence, aiming at a collision-free mobile society,
where not only drivers and riders, but indeed everyone sharing the road, can safely and
Third-Party Evaluations confidently enjoy the freedom of mobility. safety for Everyone
Honda has a long history of engagement in safety initiatives dating back to the 1960s.
Quality resrrerrrar e 65 Back then, in the period of development of motorization in Japan when there was o . .
not even a clear concept of “driving safety,” Honda started driving safety promotion Honda dreams of a collision-free mobile §OC|ety
H RESOUICES «+ s rrenns 79 activities, the first of their kind for motorcycle/automobile manufacturers. Later, the where our customers, a.nd everyo.ne sharing the
uman Resources Company developed various technologies including the driver-side SRS airbag, the road, c:a.n safely and confidently enjoy the freedom
world's first pedestrian dummies and the Advanced Compatibility Engineering Body of mobility.
Supply Chain «=ssreerreereens 96 Structure that helps to protect occupants of both vehicles in a collision. In 2000, Honda

safety

built the world’s first indoor crash test facility, making it possible to conduct tests that
better reflect real-world crash configurations.

Safety technologies developed as described above have been aggressively applied to
various products. As for pedestrian dummies, in order to enhance safety for the traffic
society as a whole, their use is not only limited to the development of Honda's products.
They are also leased to other companies and research institutions, widely contributing
to studies on pedestrian protection.

Honda is actively working on traffic safety, giving attention to the actual conditions of
traffic issues that exist in each period and regions.

Direction of Activities

Honda is conducting safety promotion activities in three areas: “Human
(Safety Education),” “Technology (Vehicle Technologies)” and “Communication
(Telecommunication Networks)” with the aim of realizing a collision-free mobile society.

However, issues concerning the traffic environment are diverse and vary from region
to region, such as the over-concentration of traffic or poor infrastructure. Against this
backdrop, Honda is rolling out initiatives that combine the three areas of “Human,”
“Technology” and “Communication” in line with the actual conditions existing in each
region.

In Thailand, for example, safety measures are an urgent challenge due to the high
percentage of motorcycle riders among the number of traffic fatalities in particular
compared with other parts of Asia. In response, from 2016 through 2020 Honda has
committed to conducting a detailed investigation involving collection and analysis
of information on around 1,000 traffic accidents in Thailand. The investigation first
pinpoints the fundamental cause of each accident. Based on the knowledge accumulated,
Honda plans to develop activities to promote more suitable safe driving practices in the
area of "Human" and connect this to the development of more effective safety-related
technology in the area of “Technology.” This initiative is being expanded gradually in the
respective regions of Asia and Oceania.

Three areas of safety
promotion activities

Human
Safety Education

= p.58

Communication

Telecommunication
Networks

= p. 63

Technology

Vehicle Technologies
= p. 61
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nurtures instructors who will be responsible for traffic safety education. The second
is “Opportunity Creation,” which provides people with opportunities to think and learn
about traffic safety. The third is “Software Development,” in which educational programs
and equipment are developed to help increase learning effectiveness.

With regard to overseas activities, since Honda started driving safety promotion
activities in Brazil in 1972, it has carried out activities in 40 countries throughout the
world including Japan, establishing Traffic Education Centers in various countries and
cooperating with local dealers. Of those countries, emerging countries in particular
contain areas where regulations, traffic rules and road infrastructure are not yet ideal
despite the fact that motorization is rapidly progressing. An increase in the number of
fatal traffic accidents has become a social issue. Therefore, Honda is strengthening its
activities in coordination with the applicable countries and the relevant people in local

Contents Policy LCD) L e Philosophy Honda Styate gy
Performance Report Safety Initiatives
Environment ................ 36
Human (Safety Education)
D Safety rrrerrrerreeasieaaas 56 )
Honda’s Approach
Basic Approach
Safety Initiatives In 1970, Honda established the Driving Safety Promotion Center. Since then, through
) . cooperation with Honda Traffic Education Centers*, motorcycle/automobile/power
Third-Party Evaluations . . R
product dealers, local corporations and schools, we have provided traffic safety
education and training for drivers and riders to more than 6.37 million customers in
Quahty ..................... 65 Japan.
The basic ideas behind Honda's activities are based on “To pass on safety education
Human Resources ===x=sss=ss 79 from person to person,” which focuses on people, and “To provide participatory hands-
on education,” in which people can experience hazards in a safe environment. These governments
. activities are based on three pillars. The first pillar is “Instructor Training,” which
supply Chaln ................ 96

*Honda facilities where internal and external

instructors on traffic safety are trained
and driving safety education is provided
to corporations, schools and individual
customers

safety

Countries and regions where traffic safety education
and driving training are conducted

@Russia
® UK
@ Ukraine
: @ Hungary ¢
® @ Spain @ Turkey @cChina  south Korea
Portugal ® @ Japan
Pakistan@  @Nepal ,
India @ @ Myanmar @ Taiwan
333 Thailand @ @ Vietnam
[ ) Nigeria T
Malaysia @ @ Philippines
alaysia
®Kenya Y @ Singapore
@ Indonesia
@ South Africa @ Australia

@ New Zealand

@ Canada
@USA.
Mexico @
Costa Rica @
Colombia @ @ Guyana
Ecuador @
Peru @ @ Brazil
Bolivia @

Chile @ @ Paraguay

Urugua
Argentina .. guay
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In FY2018, toward the realization of a “collision-free mobile society” as stated in the
Basic Approach 2030 Vision, Honda evolved its activities in accordance with changes and the needs of
Safety Initiatives traffic society in a new era on the basis of “passing on safety education from person to
person” and “providing participatory hands-on education.”
Third-Party Evaluations In response to the increasing use of “Honda Sensing,” an advanced driver-assistance
safety system, Honda developed a training program for customer contact staff of
Quality ===rrrrrrrrreeee 65 automobile dealers. The program aims to cultivate a correct understanding among
customers of the abilities and limitations of the Collision Mitigation Brake System (CMBS)
and the false start prevention system included in the system and promote their proper . o .
Human Resources ===« *=x===" 79 . . Honda Sensing” training provided for the staff of
usage. Going forward, the program will be rolled out on a full scale. local dealers
The Suzuka Circuit Traffic Education Center also revamped the IT system used for its
Supply Chain = =x=rrerererees 96 safe driving training programs for corporate and other customers, which are designed

safety

to facilitate drivers’ attitude and behavior changes. This renovation enables better
visualization of individual driving habits and serves to increase training effectiveness by
significantly improving the understanding of specific details in a convincing manner.

The pedestrian traffic casualties data by age shows that children aged 7 are the most
frequent victims of traffic accidents. In response, Honda developed a new educational
program for early elementary school students including this age group. This program
is based on the theme of hazard prediction while walking on a street and incorporates a
technique to help children think and recognize on their own. Honda plans to encourage
traffic safety instructors to use the program and expand its usage nationwide.

Additionally, an agreement relating to the promotion of traffic accident prevention
measures was concluded with Chiba Police Headquarters and the Metropolitan Police
Department. The aim is to facilitate the use by the police of emergency braking and other
information in a Safety Map in formulating their accident prevention measures, including
road improvement.

As one of the ongoing efforts to help people with higher cerebral dysfunction to
resume driving, Honda has been supporting the promotion of autonomous activities in
each region, including collaboration between the Authorized Drivers School Association
and Association of Occupational Therapists in Okinawa Prefecture.

Overseas, Honda Vietnam Co., Ltd. (HVN) established its Traffic Education Center in
March 2017. The Driving Safety Promotion Center assisted in upgrading the skills of
their local instructors.

In order to promote traffic safety in Asian countries, where automobiles are becoming
increasingly popular, Honda provides relevant training to the responsible staff at
overseas business locations and expects that these activities will be further developed
in the future.

Participation in traffic safety promotion activities in Japan (total)

(million people)

65 6.37
6.26
614
‘o 5.96
' 5.76
5.5
5.0
2013 2014 2015 2016 As of December  (CY)
2017

Honda SUSTAINABILITY REPORT 2018

59



Overview of
Honda

Honda
Philosophy

E Top Message

B Strategy

S «»

eAssurance
n *GRI Content Index
eFinancial Data

Performance
Report

n Governance 7

Editorial
E Contents 2ol
Performance Report
Environment ................ 36
} Safety --------------------- 56
Basic Approach
Safety Initiatives
Third-Party Evaluations
Quallty ..................... 65
Human Resources ===« ==xr==+ 79
supply Chain ................ 96

safety

Safety Initiatives

T O P

c s

Opening a Traffic Education Center in Vietham

In 1999, Honda Vietnam Co., Ltd. (HVN) embarked on full-fledged safety promotion
activities. In response to the increasing use of motorcycles, HVN has since made a
broad range of efforts, including providing safety advice to customers at dealers,
conducting safety education for children and young people and raising safety
awareness through a TV program. In March 2017, HVN established a Traffic
Education Center on its plant premises located near Hanoi. In addition to its original
service of providing a seminar for the acquisition of a motorcycle license, the Center
now offers a similar seminar for an automobile license. Also, in collaboration with
government-affiliated organizations, the Center hosts an automobile instructor
contest and is significantly contributing to the traffic safety of Vietnamese society.

Traffic Education Center established near Hanoi (left) and training provided at the Center (right)

Conducting Education in Japan for Staff of Automobile Business
Sites in Asia

Asian Honda Motor Co., Ltd. (Thailand), the regional headquarters in the Asia & Oceania
region, hosted driving safety promotion activities training at the Suzuka Circuit Traffic
Education Center. The responsible staff of overseas automobile business sites in
Southeast Asia and Southwest Asia learned from the Center’s instructors how to give
advice on the safety equipment fitted in Honda cars to customers during business
negotiations or advice on safe driving at the time of vehicle delivery as well as how to
operate and give instructions in a mini-school after delivery.

Instructor training for overseas automobile business sites in Asia
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safety

Safety Initiatives

Technology (Vehicle Technologies)
Honda’'s Approach

Honda has engaged in the development of safety technology placing an emphasis on
real-life traffic environments — where multiple forms of mobility, such as motorcycles
and automobiles, mix — and the realities of crashes in the real world, with high-minded
objectives that go beyond meeting regulatory requirements and the attitude that “if
something doesn't exist, we will make it.”

The Company has been developing and commercializing safety technologies one after
the other. In 1998, Honda developed the world’s first pedestrian dummies, while it built
the world's first indoor, all-weather omni-directional crash test facility in 2000. In 2003,
Honda developed the crash-compatibility body and the world’s first Collision Mitigation
Brake System (CMBS).

Roadmap for safety technologies

Evolution of technologies

- Pop-t

o) - Pedestrian protection
- Passenger-side SRS {

“iSRS

In 2014, the Company announced “Honda Sensing/AcuraWatch,” a new advanced
driver-assistance safety system. “Honda Sensing/AcuraWatch” is a general term for
advanced safety technologies that will lead to automated driving technologies in the
future, which assists the driver from normal driving to collision avoidance based on
information on the surroundings of the vehicle, collected through the use of sensors and
other elements.

Honda will steadily continue to develop technologies as indicated in the roadmap for
safety technologies for automobiles (see the diagram below), with an aim to realize “a
collision-free mobile society” where anybody using the road can do so in safety.

Toward zero collisions

Conflict Elimination

Collision Avoidance

o

L] ollision

Mitigation Throte Control

Injury Mitigation
Foundational Safety

1990 2000 2010

"
L4

2020 (Year)
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The “Honda Sensing/AcuraWatch” advanced safe-driving support system continues to be
Basic Approach tuhsecljJ ir.wt a;sirt\c;'easingEnumbel.' o;(;r;gdels since its launch in the three regions of Japan, Automated Driving Vehicle Test-Ride Event in Tokyo in
Safety Initiatives e Unite ates and Europe in .
) ) In Japan, Honda has installed this system in more models in the mini-vehicle and November 2017
Third-Party Evaluations compact vehicle categories, such as the N-Box, Grace and Shuttle, and has been Honda aims for the actual application of a Level-3 equivalent automated driving
increasing the number of models offering the system as a standard feature. In the system on the highway by around 2020 and to subsequently expand usage to
Quality »errerereereneerennes 65 United States, with the addition of the system to the Fit and HR-V in the compact vehicle general roads. Honda has also created a roadmap to make a Level-4 system
category, almost all models are now offered with the system. Also, the system has been technically feasible by around 2025 and drawn up a vision of automated driving
Human ReSoUrces «« -« xx- 79 equipped on the Jazz (Fit in Japan) and HR-V in Europe, Fit in China and CR-V in Thailand. to provide new value to people and society. To realize this vision, Honda is
working to create better systems (legal, insurance, etc.), build a required
infrastructure and cultivate an understanding among the general public of
supply Chaln ................ 96

*1 Cross-ministerial Strategic Innovation
Promotion Program, a national project led
by the Council for Science, Technology and
Innovation of the Cabinet Office, designed
to “lead science, technology and innovation
beyond the framework of government

ministries and traditional disciplines”

*2 SIP-Innovation of Automated Driving for

Universal Services

safety

automated driving systems.

In November 2017, the SIP*'-Promoting Committee started implementing
a large-scale field operational test for SIP-adus*? and held the SIP-adus
Workshop 2017. Honda participated in both events and offered an opportunity
for policymakers and experts in and outside Japan to test ride an automated
driving vehicle on the Metropolitan Expressway as part of efforts to increase
recognition for the evolution of Honda's automated driving technologies and
deepen discussion toward solving relevant issues in the real world.

Automated driving vehicle test-ride event
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*1 Internet-connectivity and vehicle-to-
vehicle (V2V) communication technologies

*2 Fifth-generation mobile communication
system

safety

Safety Initiatives

Communication (Telecommunication Networks)
Honda's Approach

In 1998, Honda started to offer “Internavi,” a car navigation system equipped with
communication functions that provides information on traffic congestion through the use
of driving data gathered from Honda vehicles. In addition to the usefulness mentioned
above, Honda started to offer weather information in 2004 and disaster information in
2007. By utilizing the telematics service that integrated communication and information,
the Company has started to provide drivers with information that will help them drive
more safely and more comfortably.

One form of progress from these initiatives is the “Safety Map” in Japan. Emergency
braking applied by cars, information on traffic accidents provided by the police and
local governments, traffic information provided by local residents and other relevant
information is integrated and analyzed to generate maps, which tell people including
residents and drivers in advance about places on the road that require special caution.
Honda is pleased to note that many people are utilizing the maps.

In addition, Honda is currently focusing on building a system that will provide
information on traffic conditions in surrounding areas and traffic accident risks on a
real-time basis by integrating the “Honda Sensing/AcuraWatch” technologies with the
telematics service, and, using wireless communication such as Wi-Fi, connecting with
both other vehicles equipped with sensors or GPS, as well as people in surrounding
areas who are carrying smartphones. Honda is striving to realize “a collision-free mobile
society” where everyone sharing the road can safely and confidently enjoy the freedom
of mobility.

TOPICS

Launching Joint Research with SoftBank on Connected Car
Technologies*' Using 5G*

Honda R&D Co., Ltd. has started discussing a joint research project with SoftBank
Corp. with a view to the future adoption of 5G. The project aims to strengthen
connected car technologies, which will offer new experiences and value by
connecting mobility products, primarily cars and various other things. In FY2019,
SoftBank plans to set up experimental 5G base stations on the Takasu Proving
Ground, a closed test course owned by Honda R&D in Kamikawa-gun, Hokkaido.
Under this 5G environment, the two companies will launch full-fledged joint
research into technologies to enable a stable handover of base stations during
high-speed driving and to secure data sending and receiving capabilities in
weak-signal or out-of-range areas.
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New CR-V Receiving 5% in the ASEAN NCAP’'s New

Honda's new CR-V earned 5% in the ASEAN NCAP'’s crash test and became the
first model to receive the rating in this new assessment protocol.

The new CR-V is equipped with the latest Honda Sensing driver-assistance
safety system and “LaneWatch™,” a camera built into the outside mirror on the
passenger side to provide the vehicle's rear view. Both technologies won the
Safety Technology Award at the ASEAN NCAP Grand Prix Awards in 2016 and

Contents Policy LCD) L CEEET Philosophy Honda Siyatedy
Performance Report Third-Party Evaluations
Environment ................ 36
’
Honda's Approach
D Safety rrrerrrerreeasieaaas 56 ) ) ) ) )
Many of Honda’s models have achieved high safety assessments from NCAP*! in various
Basic Approach regions. In Japan, the N-Box achieved “ASV++"*2, the highest rank, in the JNCAP's
Safety Initiati preventive safety assessment.
afety Initiatives Assessment Protocol
Third-Party Evaluations
Results of key third-party evaluations (tests conducted in 2017)
Quahty ..................... 65
Country / Region Third-party evaluation Model
Human Resources ==x=x====+ 79 5% N-Box
Japan JNCAP
ASV++  Fit / N-Box 2014, respectively.
supply Chain ................ 96
Europe Euro NCAP 5% Performance not evaluated in FY2018 R
China C-NCAP 5% Performance not evaluated in FY2018
NCAP 5% CR-V / Pilot / Odyssey / Ridgeline
US.A. TSP+
1IIHS*3 . . .
TSP Accord / CR-V / Pilot / Odyssey / Ridgeline /
Acura MDX / Acura RDX
Australia ANCAP 5% CR-V / Civic
Southeast Asia ASEAN NCAP 5% CR-V

*1 This refers to New Car Assessment Program.
This is a program that tests and evaluates
the safety performance of cars, which
is performed by public organizations in
various regions. Testing and evaluation
methods are different for each region.
Ratings range from 0% to 5% (5%+ is the
highest rating in some regions).

*2 This refers to Advanced Safety Vehicle.
Advanced safety performance, which
includes the technology for automatic
braking when a collision is not avoidable,
is tested and evaluated. The three levels of
ASV, ASV+ and ASV++ are used to assess
the vehicles.

*3 This refers to the Insurance Institute for
Highway Safety, which conducts the car
assessment that tests and evaluates the
safety performance of various cars. IIHS
only awards TSP and TSP+ to vehicles that
achieved excellent test results. TSP refers
to Top Safety Pick.

safety

Latin America Latin NCAP 5% Performance not evaluated in FY2018

New CR-V winning 5%

N-Box Receiving the Highest Rating in the JNCAP’s Collision
and Preventive Safety Assessments

The N-Box achieved the highest rating in the JNCAP's collision safety
performance tests (5%) and also in the JNCAP’s preventive safety assessment
(ASV++). The N-Box became the first mini-vehicle model to receive the top rating
in both assessments.

The N-Box has adopted an array of technologies to achieve a high level of
omni-directional crash avoidance performance. It is also the first model among
Honda's mini-vehicles to adopt “Honda Sensing” as a standard feature in all
types.
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Basic Approach

Aiming to Bring Reassurance and Satisfaction
to Customers

“We have to aim for 120% product quality. If 99% of the products we make are perfect,
that would seem like a pretty good record. However, the customers who become
the owners of the remaining 1% will surely consider their products 100% defective.
It is unacceptable that even one customer in a thousand - even one customer in ten
thousand - should receive a defective product. That's why we have to aim for 120%.”
These words of founder Soichiro Honda define the company’s fundamental approach to
quality, or more specifically, what it means to strive to be a company society wants to
exist. Determined to meet or exceed the expectations of customers, Honda is taking new
initiatives to reach high product quality standards.

To strengthen customer trust by offering products founded on safety and offering a
new level of outstanding quality, Honda has created a quality cycle that continuously
enhances quality at every stage encompassing design, development, production, sales
and after-sales service.

In order to realize the basic principles of “Respect for the Individual” and “The Three
Joys” (the joy of buying, the joy of selling, the joy of creating), Honda has stated that being
the number one in customer satisfaction in all points of contact is a primary objective of
activities. Honda works in partnership with dealers to increase customer satisfaction to
allow them to continue handling products with confidence at every stage, from purchase
to after-sales service, ensuring that a high level of satisfaction is provided to customers
at all times.

Offering a New Level of Outstanding Quality

Over the years, Honda has implemented different activities aimed at realizing products
that offer a new level of outstanding quality.

Meanwhile, the industry is heading toward an unprecedented turning point concerning
response to the environment, safety and intelligence.

Honda seeks to create new value through open innovation, with examples including
motorization of the powertrain, accelerating introduction of driver assistance technology
to eliminate traffic accidents and teaming up with other companies, including from other
industries, to challenge new forms of mobility that incorporate the Internet of Things (loT).

Moving ahead, Honda aims to reduce trouble at all points of customer contact
alongside evolution in mobility and living in addition to ensuring the utmost quality in
products and services provided to customers. The pursuit of quality in each domain
allows the evolution of activities that realize a new level of outstanding quality.
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* An international quality control and quality
assurance standard set by the International
Organization for Standardization (1S0)

quality

Global Management

Quality Management System and
Quality Enhancement Promotion System

Global Honda Quality Standard (G-HQS) Aimed at Increasing Quality
of Honda Brand Products

As Honda's production and parts and materials sourcing expand globally, a shared
global quality management system is essential to ensure that all Honda facilities
continue to generate 120% product quality. G-HQS established in April 2005 serves as
the foundation of this.

G-HQS is a set of fundamental standards supporting quality assurance and
improvement activities in all domains based on Honda's Quality Cycle. The aim is to
increase the quality of Honda brand products manufactured and sold around the world.
Each site complies with G-HQS to enable a uniform quality assurance system across the
board and contribute to quality assurance not only in production activities but also in
logistics and services.

Honda separates functions such as design/development, manufacturing, sales/service
and quality into global and regional, and clearly defines roles and responsibilities
when conducting activities to enhance and improve quality in accordance with Honda's
Quality Cycle. With G-HQS, goals and regulations concerning quality assurance activities
for each function are stipulated globally. The means for realizing these goals and
requirements are codified for each region in line with local characteristics. These means
are conceived of and codified by each region independently, which enhances awareness
of quality improvement and leads to the personal growth of local quality managers.
Based on ISO9001* criteria to which Honda production facilities in Japan and around the
world have been or are to be certified, G-HQS represents the accumulation of knowledge
Honda has gathered independently in producing quality products and preventing
previous issues from recurring. It will continue to conform to I1SO certification standards.

As of the end of March 2018, 61 of the 67 Honda facilities had acquired ISO9001 certification.

Global Meeting Structure

In order to ensure the strengthening of quality under this quality management
system, Honda sets challenges based on quality targets established in company-wide
policy, which are then modified to reflect the challenges found in different regions
with countermeasures formulated for them. The management of this initiative and
information-sharing are conducted regularly at the Global Quality-related Meetings,
which include the Global Automobile Quality Meeting, chaired by the Chief Quality Officer
(CQO) and attended by persons responsible for departments involved in quality from the
headquarters and regions. Each of the Honda businesses, i.e., Automobile, Motorcycle
and Power Products, holds its own Global Quality-related Meetings.

In the area of customer service, we have devised an action policy focused on each
customer so that we can create value through service and provide a feeling of joy
in continuing to use Honda products. Persons responsible for departments involved
in quality from the headquarters and regions hold joint Global Aftersales Business
Meetings to share this policy and measures globally. Productive measures and initiatives
shared at the meetings are set as global benchmark levels to enable the provision of
higher quality services on-site.

Global meeting structure

Meeting structure  Business Meeting name Times/year
Motorcycle Global Production Strategy Conference 2
Global Automobile Quality Meeting 3
Quality related Automobile Global Chief Inspecting Engineer (CIE) 1
Meeting
Power Products Power Product CIE Meeting 1
Motorcycle
{-)\fte_rsales Automobile Global Aftersales Business Meeting 2
usiness

Power Products

Global Automobile Quality Meeting Power Product CIE Meeting
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Honda offers quality management training based on in-house qualifications and the level . . :
. e . . . . . K . QC Junior Targets associates six months to one year after
. of quality control responsibilities with the aim of improving associates’ quality assurance @cJ) joining Honda to learn the basics of quality control 1 day
> Quality ==rrsrerrarraranns 65 skills. Baci Course techniques.
. . . . . . asic
Basic Approach IrT J.apan, Honde.r o.ffers a 'tr.ammg currlculurTw with four courses §|V|ded into bas!c training QC Foreman  Targets associates engaged in production
training and specialized training. As part of this, the Honda QC Basic Course (HBC) is @CF) and quality duties to learn the quality control Total of
Global Management open not only to Honda associates but also to suppliers and focuses on training experts Course technigues and approaches required for quality 2 days
Quality Initiatives in all aspects of Honda quality management. ctatictioal issurance activities. h o o
Outside Japan, the QC Junior (QC J) Course and the QC Foreman (QC F) Course are tatistica Targets associates whose principal responsibility
Third-Party Evaluation ffered as basic traini Quality is quality control and quality improvement Total of
offered as basic training. Control (SQC) activities to learn professional quality control 2 days
Specialized _Course techniques and approaches.
Human Resources === -" 79 HBC flow Trainees training H Targets associates who are responsible for the
onda QC X L ;
Basic core of quality control activities to learn skills that  Total of
SUpPly Chain = -+ +sereenenss 9% Course (HBC) allow them to resolve difficult problems/issues 22 days

quality

Themes that need to be addressed in trainees’ own departments

¥

HBC

1. Coursework

L

2. Session to review how to address issues

' t

3. SQC implementation in trainees’ own departments aimed at resolving themes/issues

Repeat the cycle of steps (2) and (3) above

L

Cultivates quality control experts with practical skills by
teaching trainees to resolve issues in their own departments

Best Quality Award

The CQO gave out awards for themes that generate outstanding results through quality-
related measures based on policy management with the aim of elevating quality
awareness. Divisions in line for recognition include development, production, production
technology, purchasing, certification, quality, parts/service and IT. Awards for divisions
overseas were introduced in 2012, with the CQO presenting awards on-site. Over the
six-year period from FY2013 to FY2018, a total of 49 sites were visited around the world
enabling direct communication with associates.

with the aim of becoming quality control experts.
*SQC Course and HBC are held in Japan.

Providing education on quality control

[

The CQO visits sites around the world to give awards face-to-face.
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Honda has created the Honda Quality Cycle that continuously enhances quality at every
. stage, encompassing design, development, production, sales and after-sales service in
> Quality r=r=rrrrrrrnnes 65 order to realize products offering a new level of outstanding quality.
Basic Approach This initiative aims to achieve the highest quality through the creation of drawings
designed to facilitate manufacturing, as well as develop manufacturing control
Global Management techniques that limit process variability, by applying and reflecting design and
Quality Initiatives development expertise at the production preparation and production (mass-production)
stages.
Third-Party Evaluation
Human Resources === x==" 79
Honda's Quality Cycle
) I. Design and Development
supply Chaln ................ 96

quality

Implement quality assurance from
the drawing stage by utilizing design
and manufacturing expertise to
create drawings designed to facilitate

manufacturing.

V. Quality Information Collection/
Analysis and Quality Improvement
Quality information from customers
and markets throughout the world
is collected and analyzed with

improvements quickly made to quality
(market quality improvement system).

IV. Sales and Services

Market quality issues after sales
are dealt with by dealerships, which
collect quality information from

Global Honda
1 Quality Standard

(G-HQS)

Performance
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II. Production Preparation

Prepare quality assurance in production
processes by building manufacturing
controls that limit process variability.

A

customers in a timely manner.

11I. Production

In addition to using drawings designed
to facilitate manufacturing and
implementing manufacturing controls
that limit process variability, conduct
rigorous inspections of parts and
vehicles, and take steps to ensure no
damage occurs during transport.
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H H Processes that create new levels of atabase
e N Design/ Develo.pment and Production enhanced quality (automobiles) atabase storing quatty related
afety (M ass Prod u Ct 10 n) data that Honda has accumulated
Q J over many years, such as design
P Quality =rrrrrrrrrrraeans 65 To ensure high quality, Honda conducts comprehensive quality assurance activities from and manufacturing expertise
) the dual perspectives of design and manufacturing. For example, drawings for objects
Basic Approach that will be machine processed include finished dimensions. Even when the same i
Global Management worker uses the same materials, equipment and procedures to produce an item to the
dimensions specified on the relevant drawings as part of a given production process, R&D Production
Quality Initiatives . . . . . Ve . . X
there are inevitably small variations in the item’s finished dimensions. Quality assurance departments Communication departments
Third-Party Evaluation To address this fact, R&D departments consider not only function and performance concept Product function / Process assurance
but also the ease of manufacture and minimization of variations when designing performance concepts \_/ ECEEE
Human ReSources «««-=-sxsx+ 79 drawmgs.. F.O.r the.|r Part, pr.oductlon departments |mplemer.1t manufacturing controls. to
keep variability within applicable standards based on drawings and develop production
processes so that all workers can continue to achieve a consistent level of quality.
supply Chain ................ 96
| . Design/Development . —
| . Design/ —/ —
. . . Development —— —r
Assuring Quality through Drawings Assuring quality
through drawings
Hont.ia's R.&D.departmen.ts.create draw‘ing.s. that take ease of manufacture into Drawings design that takes ease Establishing manufacturing
consideration in order to limit process variability and prevent human error during the of manufacture into consideration control items and criteria
manufacturing process. These drawings serve as the basis of our quality assurance efforts.
Specifically, engineers utilize a database of measures and techniques previously used
to prevent market quality issues and other information as they communicate closely
with manufacturing departments during the initial development stage. Product function,
performance and quality assurance initiatives are committed to writing and are shared R
to ensure efforts are coordinated with production departments’ process assurance v @ @
activities and to coordinate quality assurance initiatives. : — Assuring long-term
4 y Il Production reliability through
Preparation Assuring quality through aggressive durability
production processes Assuring testing
I I . PFOdUCtIOﬂ Prepa ratlon Developing processes parll_:s
to limit variability t?l‘:gu'g]
Assuring Quality through Production Processes supplier
l audits
Besides design drawings, Honda's production departments establish manufacturing
control items and criteria for each part, process and operation to prevent product 4
quality issues. Engineers use these manufacturing control items and criteria to verify IIl. Production @ Inspecting
manufacturing variability as they work to prevent quality issues. Furthermore, Honda (mass production) elect;;;\tl;r;zntrol

quality

develops processes that limit variability by soliciting suggestions for enhancement from
the sites where work is actually performed and determining manufacturing control
methods for each process.

Products
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Assuring the quality of procured parts is an important element in delivering high-quality Using Line End Tester (LET) System to
P Quality rerrrrrrrrannreianns 65 products. o ) o ) ) Inspect Electronic Control Systems
y Honda visits its suppliers’ manufacturing facilities to conduct quality audits based on
Basic Approach the Three Reality Principle,-which emphasizes “going to the actual place,” “knowing the Use of electronic control systems in vehicles has grown dramatically in recent years as
actual situation” and "being realistic. art of an effort to achieve more environmentally friendly designs and improve driver
Global Management These audit activities are conducted for both the production preparation and mass- P . ) y y 9 ' Impre .
. . . . . and passenger convenience and comfort. This has created a need for efficient inspection
Quality Initiatives production stages of supplier operations. Experts in the development and production B
of individual parts visit manufacturing facilities and conduct audits of suppliers’ qualit methods to assure the quality of these components.
Third-Party Evaluation P o . 9 PP 9 y To this end, Honda has installed Line End Tester (LET), an inspection and diagnostic
systems and their implementation. . . .
. . . . system developed in-house, at production plants in Japan and overseas.
Honda then works to improve part quality through activities that emphasize L . . -
___________ - . . . . . Although the LET system was initially deployed to perform diagnostics of emissions
Human Resources 79 communication with suppliers, for example, by sharing audit results and cooperating to . . . L .
identify opportunities for auality improvement cleaning systems and parts in order to comply with U.S. emissions regulations, Honda
) y opp q yimp ’ extended the capabilities of the device to accommodate the recent evolution of electronic
Supply Chain = =xxererereeeres 96 control systems, allowing its use in shipping quality inspections of all electronic

quality

Assuring Long-Term Reliability through Rigorous Durability Testing

Honda subjects new and redesigned models to a rigorous regimen of long-distance
durability testing before beginning mass production to verify that there are no quality
issues.

Honda also disassembles vehicles used in the test drives into every single part and
verifies that there are no quality issues through a process consisting of several thousand
checks. By accumulating data on the issues discovered through these test drives and
detailed inspections as well as associated countermeasures, the Company is able to
ensure a high level of quality and reliability.

Verification of parts following durability testing

control systems, from switches and instruments to air conditioner, audio, engine and
transmission operations. Thanks to these innovations, inspections that have traditionally
depended on the human senses of smell, sight and hearing can now be performed
quantitatively through communications with electronic control components, dramatically
increasing the precision and efficiency with which inspections can be conducted.

Honda is continuing to quantify shipping quality assurance for electronic control
systems by working to implement further enhancements in the precision and efficiency
of sensory inspections.

Inspection using LET system
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*1 Survey by Honda; as of December 2017
*2 Internal survey by Honda; as of March 2018

quality

Quality Initiatives

|V. Sales and Service

Honda has established Customer First Operations to realize optimal service operations
in markets worldwide. The division has set the key objective of being “No.1 in customer
satisfaction in all points of contact” based on a “customer-first” policy.

“No.1 in customer satisfaction in all points of contact” refers to the creation of an
environment in which customers feel satisfied with Honda in each and every situation
they come into contact with the Company. In addition to fulfilling customer expectations
built up through past experience and information, the division aims to be No.1 in
customer satisfaction by providing exciting experiences that exceed expectations.

To attain this goal, Customer First Operations will implement three activities, which
are realizing a stress-free time for customers, creating new services and expanding
businesses that support this platform. They are implementing basic activities to protect
the customer so that regional dealers — Honda's point of contact with customers - can
address customer satisfaction enhancement more effectively and efficiently.

Honda Total Care

Honda is providing Honda Total Care in Japan as a membership service comprehensively
supporting automobile lifestyles for car users and providing a sense of security.

Members can access information that is useful for car maintenance and management
and make appointments for inspections via a dedicated Honda Total Care membership
website. In addition, the newly established Honda Total Care Emergency Support Center
is accessible with the touch of a button in case of an emergency as a part of the system
that enhances customer convenience.

The Honda Total Care Emergency Support Center is a one-stop contact point for
the members in trouble such as a road collision or vehicle breakdown. This service
thereby relieves members from the burden and confusion of making various contacts
to insurance companies and car dealers. The Center is in service 24 hours a day, seven
days a week, and it makes smooth arrangements for roadside assistance for members
in need and provides support for car operating instructions, among other services.

Honda has also entered into a business alliance with the Japan Automobile Federation
(JAF), a first in the automotive industry, to provide the industry’s most expansive*!
roadside service as an optional service.

Honda aims to ensure the industry’s highest level of quality in customer response by
strengthening the relationships with customers through these services.

Customer Relations Center

The Customer Relations Center in Japan has a very straightforward slogan: “For the
customer.” Its mission is to handle inquiries from Honda customers politely, clearly and
quickly, delivering the same high quality in Honda communications as is found in Honda
products. The center also responds to survey requests from the Japanese government

and inquiries from consumer advocacy organizations.

The center receives feedback in the form of customer questions, suggestions, requests
and complaints 365 days a year, and during FY2018 it processed 239,681 inquiries. To
ensure that this valuable information is put to good use in Honda's operations, the facility
shares it in a timely manner with the company’s R&D, manufacturing, service and sales
departments in compliance with laws and regulations as well as Honda's own policies
concerning the handling of personal information.

Sharing customer feedback during training at Kumamoto Factory

Customer Satisfaction Survey

Honda conducts a survey around the world on customer satisfaction related to service
operations for customers who have received after-sales service from a dealer. In
FY2018, the survey was conducted in 26 countries, including Japan and nations in North
America, South America, Europe, Asia and Oceania, Africa and the Middle East. The
survey method involved a design enabling minute measurements of satisfaction for
each part of the service process at a dealer, with the survey findings used to provide
guidelines for each dealer. While comparing these guidelines with quality-related
initiatives at dealers, activities are being undertaken toward better service quality at all
points of customer contact by implementing a plan-do-check-act (PDCA) cycle.

In addition, once a year we conduct a survey comparing Honda with other
manufacturers and brands that are the benchmarks in each country, with the results
used as a reference as we work to maintain and improve customer satisfaction at an
industry-leading level. In FY2018, results exceeded benchmarks in 15 countries*2.
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AnalySIS and Quallty Improvement Honda believes in the necessity of a system to provide peace of mind to customers in
tion f i tal automobil h as fuel cell and electri hicles.
P Quality ==rrrrmmrrrrnnneeee 65 Honda has established a Quality Center to bring together the various components of pr\zli)fhrir:inso;;e: ean:tlg?':]]?;l;eai:fl;:nr'?gtiloisissu;e:tstcl:eHcc)id:ps ;;Z :Cer\:teerlcuessin
our organization concerned with product market quality information to enhance the . 4 ' . . . . o 9
Basic Approach functions of “preventing quality issues” and "quickly detecting and resolving quality telematics technology and analyzed. Potential warning signs are identified from the
) B L . result prior to any trouble occurring as a precautionary measure for customers.
Global Management issues when they occur” on a global scale. The facility gathers quality-related data from Honda will continue developing the system to provide further peace of mind to
lity Initiati dealers in Japan and overseas through service departments and customer consultation customers
Quality Initiatives centers. Measures and policies for preventing quality issues are then developed based '
Third-Party Evaluation on the issues identified from this data and provided as feedback to design, production | f th
and the design/production sections for suppliers (parts procurement), among others. maé;.e c.> the “‘
___________ From FY2017, Honda has undertaken restructuring of its organization that includes prediction system
Human Resources 79 ; . . . . . . Monit d anal
the integration of service sections and the quality assurance section of Automobile onitor and analyze
) Operations to form Customer First Operations, thereby establishing a structure that \Q JJJ ooo
Supply Chain == xsrerrereeees 96 enhances the link between service and quality assurance and further strengthens the \\\ rfr ooo II
flow of customer feedback. ooo —
When a quality issue does occur, Honda moves quickly to resolve it, for example, by ooo

working closely with R&D and production departments to investigate and address the

cause, assisting affected customers and taking action to prevent a recurrence. Honda’s data center

Market quality enhancement system (automobiles)

Overseas Japan
Customers Customers Customers
Renli
Inquiries l t Replies Inquiries l t Replies eplies
7 Inquiries Replies
Overseas dealers DealersinJapan  _____ (primary)
Reports Feedback Honda Reports Feedback Contacts

Quality Innovation Center Tochigi
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Quality Innovation Center Tochigi Quality Improvement Operation Process

Quality enhancement operations at Quality Innovation Center Tochigi, Japan, consist of
pulling together market quality data and sharing information about collected parts and

The Center brings all the organizational components necessary to collate product quality
data, analyze issues, consider countermeasures and provide quick and precise feedback

> Quality r=r==rererereraraeaas 65

Basic Approach
Global Management
Quality Initiatives

Third-Party Evaluation

Human Resources === ==-- 79

Supply Chain === =r=srerrerens 9

quality

to development and production departments together into a single facility.

In particular, locating quality and service departments in a single facility allows for
effective analysis and development of countermeasures thanks to the ability to share
information quickly.

Quality improvement

market quality issues. Personnel analyze collected parts, investigate causes and develop
countermeasures and improvements in a timely manner.

Specialized teams with extensive product knowledge are able to obtain detailed data
using a range of analytical equipment. The operational process is configured to facilitate
objective and appropriate decision-making based on gathered data.

operation process

Departments in charge of implementing countermeasures
(Quality Innovation Center Tochigi)

Generating quality

Pulling together enhancement
Japanese market quality data Parts Sharing market Investigating causes, analyzing Applying preventive measures across feedback R&D departments
and overseas —e—)-| collection — Lality data issues, implementing N the organization | — Production
dealers q y countermeasures and reporting (Critical quality issues exhibition hall) departments

Parts collection

Parts collected from the market are
classified by category and managed to
facilitate quick analysis.

Sharing market quality
information

Service, R&D and analysis departments
gather and share information from the

Analyzing materials

Issues caused by materials are analyzed  Parts’ dimensional precision is verified and performance
using the latest scientific equipment, using 3D measurement and the latest Tpq functionality and performance of
including composition analysis and roundness measurement equipment.

i

Measuring part precision Testing engine functionality

assembled engines are verified on a

market. X-ray diffraction analysis systems. bench.

Bench environment test

Analyses are conducted in road verification
environments found around the world, e compliance of exhaust gas components ~ ©N @ testing bench together with analyzing

from low temperatures to under the
scorching sun, to humid conditions, traffic

i

- o

Exhaust gas and mode driving

Bench vibration test
Actual vehicle vibrations are reproduced

with emissions regulations and proper !SSues.

system operation during mode driving are

jams and high speeds. verified.
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Critical Quality Issues Exhibition Hall Presents
Examples of Key Quality Issues

A critical quality issues exhibition hall was established at the Quality Innovation Center
Tochigi in 2009 so as not to forget past experience with market quality issues and to
make sure the lessons are passed on by displaying actual items and teaching about the
issues.

The hall provides key examples of past market quality issues and targets Honda
associates, suppliers, overseas distributors and service-related personnel. Around 1,500
people visit the hall annually for training or as part of a tour.

In particular, training for researchers designing and developing products is being
expanded from new recruits and newly promoted managers to also include young
associates in their fifth year with the Company and associates from Honda's overseas
businesses in order to strengthen activities preventing people from forgetting past
issues with market quality.

Lot :
Cracked exhaust manifold of Honda Life mini-vehicle
made in 1999

Training for members of an overseas factory
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Overseas production plants play a central role in conducting the same type of quality
enhancement activities as Quality Innovation Center Tochigi.
> Quality r=r=rrrrrrrnnes 65 When plants encounter a particularly difficult market quality issue and request
assistance, the Center investigates and analyzes the issue and reports the results back

Basic Approach .
to the overseas facility.

Global Management
Quality Initiatives

Third-Party Evaluation

Human Resources === ==-- 79

Quality Innovation Center Tochigi, Japan

Working with automotive production plants
Supply Chain === =r=srerrerens 9

UK.q
Europe Eorth. eCanada
China4™ X2 METICa  ¢ys.A (Ohio)
Turkey e K Quality Innovation U.S.A. (Indiana)
 3ad Center Tochigi °
Pakistane 7 China Wuhan) U.S.A. (Alabama)
India ®Tajwan China (Guangzhou)
e—————Vietnam
10006 'T'hailand \ T
e Nigeria . Malaysia Philippines
Asia
[ ] . >
Indonesia South America
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When Honda determines that an issue occurs with a product that requires market action,
it quickly reports the issue to government authorities in accordance with individual
> Quality r=rorrrrrerrnnees 65 countries’ regulations and contacts owners by means of direct mail from dealers or by
telephone to provide information about how they can receive free repairs. Associated

information is also provided on Honda's website and through the news media as
Global Management necessary.

Basic Approach

Quality Initiatives A Global Quality Committee is quickly convened in accordance with G-HQS and
decisions concerning market actions are made by its chairperson in consultation with
overseas members, including experts from departments involved with quality issues
who are capable of making objective decisions.

Third-Party Evaluation

Human Resources === x==" 79
Number of Global Quality Committee meetings (FY2018)
Supply Chain === reemrrmereees 96 Segment Number of times
Automobiles 50
Motorcycles 16
Power Products 8
Total 74

<Airbag recalls>
The repeated recalls for the airbags have caused Honda customers great inconvenience
and concern.

Honda has always placed top priority on customer safety and peace of mind and
responded with this in mind.

In light of agreed upon revisions to the consent order between the National Highway
Traffic Safety Administration (NHTSA) and Takata in May 2016, Honda has decided to
replace serially all Takata ammonium-nitrate based driver and passenger front airbag
inflators that do not contain desiccant.

Honda will continue to make its utmost efforts to ensure the sufficient supply of
replacement inflators to customers and take other necessary measures as quickly as
possible.

=
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Honda's design and development, production, and sales and service departments are Results of the 2017 1QS for automobiles J.D. Power Asia Pacific
Safety «rerrerrenaeeeiaaes - working together to win the to!a ranking in the Imtla.l Quality Study (1QS) for éthmoblles Country Brand Ranking
conducted by J.D. Power, an independent evaluation organization, as an indicator of
customer satisfaction, which constitutes the results of the quality cycle. USA Honda No.20
P Quality =rrrrrrrrrrraaeaeees g5 Acura No.19
Basic Approach Japan Honda No.2
Global Management
Quality Initiatives Country Segment Model Ranking
Third-Party Evaluation U.SA Small Car Fit No.3
o Midsize Pickup Ridgeline No.3
Human Resources === ==-- 79 Mini-vehicle N-WGN No.1
Japan
Minivan Freed No.1
Supply Chain =« eeeeereeeesees 96 Midsize SUV CR-V No.1
China
Midsize Upper Accord No.1
Midsize City No.1
India Premium Compact Jazz No.3
Entry Midsize Amaze No.3
HR-V No.1
Compact SUV
BR-V No.3
Thailand City No.2
Entry Midsize
Jazz No.3
Midsize Civic No.2

quality

* Includes top three vehicles in major markets from January to December 2017

Sources:
* J.D. Power and Associates 2017 U.S.
- Initial Quality Study SM (based on responses from more than 77,515 owners who purchased or
leased a new vehicle as surveyed from February to May 2017)
* J.D. Power Asia Pacific 2017 Japan
- Initial Quality Study SM (based on responses from more than 22,924 owners who purchased a new
vehicle as surveyed from May to June 2017)
* J.D. Power Asia Pacific 2017 China
- Initial Quality Study SM (based on responses from more than 23,993 owners who purchased a new
vehicle as surveyed from March to July 2017)
* J.D. Power Asia Pacific 2017 India
- Initial Quality Study SM (based on responses from more than 8,578 owners who purchased a new
vehicle as surveyed from May to September 2017)
* J.D. Power Asia Pacific 2017 Thailand
- Initial Quality Study SM (based on responses from more than 4,866 owners who purchased a new
vehicle as surveyed from May to September 2017)
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* Respecting human rights

* Expanding diversity and development of human resources
® Ensuring occupational health and safety
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As Honda's business activities expand into various parts of the world, taking into
account “the Universal Declaration of Human Rights” as well as “the ILO Declaration
on Fundamental Principles and Rights at Work,” it established Associate Relations
Policies in March 2012 that are applied to Honda's daily corporate actions, putting the
Three Principles of Personnel Management into practice. Honda works to understand
current conditions by conducting an assessment as to whether management operates
in line with the Associate Relations Policies at each Group company and to respond
appropriately in case any concerns are raised. Starting from FY2017, the assessment

now covers joint ventures. In FY2018, there were no incidents identified.

Examples of specific activities

Activities (Example)

Target

Description

Pre-assignment training for
persons stationed overseas
(monthly)

Associates stationed
overseas

Cultivating awareness for the
importance of labor management
based on the Associate Relations
Policies

Pre-assignment training for
persons stationed overseas as
officers of locally incorporated
companies (annually)

Associates stationed
overseas as officers
of locally incorporated
companies

Cultivating awareness for the
importance of labor management
based on the Associate Relations
Policies

Honda Associate Relations
Policies practice level check
(annually)

Honda Group local
subsidiaries, including
joint ventures

Paper-based assessment to
confirm business operations are
conducted in accordance with the
Associate Relations Policies

Global Human Resources
Committee (annually)
Regional human resources
officers meeting (monthly)

Associates responsible
for human resources
at the corporate
headquarters and
regional operations

Periodic meetings to share
information and hold discussions
with associates responsible for
human resources in each region

Global Monthly Report (monthly)

Honda Group local
subsidiaries, including
joint ventures

A report for sharing the status
of labor management of all local
subsidiaries, including joint
ventures

human resources
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Performance Report Basic Approach
Environment ................ 36
Basic Policy for Personnel Management .
Safety +rrreeerareeneieanns 56 Our Fundamental Beliefs
Honda believes that human beings are born as free and unique individuals with the R t for the Individual
capacity to think, reason and create — and the ability to dream. The Company’s wish is to espect for the Individua
Qualit ..................... 65 . . . . N P . . ) )
y nurture a.nd promote these characteristics in Honda by respecting individual differences Initiative Equality Trust
and trusting each other as equal partners.
» Human Resources =*=*=*=+==-= 79 From this standpoint, Honda adopts Respect for the Individual, consisting of the three |
) elements of initiative, equality and trust, as one of the Company’s Fundamental Beliefs. Honda .
Basic Approach believes this spirit should permeate all its relationships, not only with those in the Honda Group Three Principles of Personnel Management
Global Management but with everyone in all companies with which Honda does business. The Company follows o ] o
o the Three Principles of Personnel Management, specifically Respecting Initiative, Ensuring Respecting Initiative ::;?:d;f:g:f;fet:fh ':sds':cc::felfty' creative thinking
Human Resources Initiatives Fairness and Encouraging Mutual Trust, when managing its human resources in areas such
Human Resources Data as recruitment, training, assignment and utilization, evaluation and treatment. Honda seeks
. . . . , . eas At Honda, every person should have equal employment
to create an environment in which each associate’s ambitions and abilities can be developed, Ensuring Fairness opportunities. An individual's race, gender, age,
P as well as a workplace where an individual's potential can be actively exercised. 9 religion, national origin and social or economic status
Supply Chain 96 have no impact on the individual's opportunities.

Honda and its associates should respect, trust and
Encouraging Mutual Trust recognize each other as individuals and make sincere
efforts to fulfill our responsibilities.

Associate Relations Policies

To put these Three Principles into practice,
Honda has established the following Associate Relations Policies:

1. Respecting individual human rights
We accept the individual characteristics and differences of our associates and respect
their willingness and initiative.
We will always respect each individual's basic human rights and will not allow forced labor
or child labor.

2. No discrimination
Based on the principle that all human beings should have equal employment opportunities,
we will strive to create opportunities for free and fair competition.
We will not tolerate discrimination or harassment of any form in the workplace on the basis of an
individual's race, ethnicity, national origin, religion, gender or age, among other characteristics.

3. Complying with laws and ordinances
We will respect the social norms, customs and culture of each country.
We will comply with the laws, regulations and ordinances enacted in each country and region.

4. Creating an envir t of free, op inded dialog

The associates and the Company will respect each other’s views and endeavor to promote
mutual understanding. Maintaining a relationship of mutual trust, the associates and the
Company will make every effort to engage in sincere discussions about any issues that
might arise or exist.

Respecting freedom of association, or not to associate, and collective bargaining, the
Company will attempt to resolve any and all issues in line with the laws, conventions and
usages of each respective country and region.

5. Maintaining a working environment where each associate can work with a sense of security
The Company will provide a safe and healthy workplace where all associates can
concentrate on work with a sense of security.

Honda SUSTAINABILITY REPORT 2018 80



103-1,103-2,103-3,404-2

S <« »

eAssurance

Editorial Honda Overview of Performance
. Top Message . Strate Governance *GRI Content Inde
Contents Policy p 9 Philosophy Honda 9y v 7 Report cFinanciallData X
Performance Report Global Management
Environment ................ 36 G
Hp H In order to achieve this goal, Honda is pushing ahead with Global Human Resources
Safet 54 HU man Resources VISIOn and Strategles Management Approaches that facilitate developing and assigning global personnel who
arety In accordance with its Company Principle, “maintaining a global viewpoint, Honda is plan, design and develop products that reflect market demand and who deliver quality
) dedicated to supplying products of the highest quality yet at a reasonable price for productsin a stabl-e manner. ) )
Quality ===rrerrmmmereeeeenns 65 worldwide customer satisfaction,” Honda has been proactively developing business with To be. more precise, reglfJnal operation bases used.to bg managed mainly by Japanese
a view to entering the global markets since its foundation. In regard to its expansion expatriates; however, this style of management is being replaced by an approach
» Human Resources **=++==++=~ 79 overseas, Honda's business model has evolved from exporting to local production and where management is run.by local.assoc.lates, W_h° are most familiar with the region.
then to local development. In recent years, the Company’s production and development By assigning associates with experience in working for local and global operations to
Basic Approach functions are being strengthened not only in developed countries but also in emerging global f.unctions, Honda tries to diversify and localize its work.force with myltinational
Global Management countries, where demand for motorization is growing. Honda is striving for autonomy of people in order to address market changes promptly and flexibly. Honda aims for the
its regional operations in six regions around the world. establishment of an organization in which it can demonstrate Honda's total strength by
Human Resources Initiatives coordinating its operations globally.
Human Resources Data
Supply Chain == s=reeerernnnns 96 Global human resources management approaches

AAN

human

Global leader development
at the corporate headquarters

Local human resources development
at regional operations

Optimum assignment

Selection

Globally common foundation

Establishing a global job
grade system

Enhancing global
communications

resources

Making English an
official language

Passing on
Honda Philosophy
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Global Management

Honda's Approaches

Honda takes two approaches to supporting autonomous operations in six global regions
and developing and assigning human resources to enhance Honda's total strength.

The Company’s approach is to develop and reinforce local human resources.
Starting with the Honda Philosophy, Honda core values and competency, Honda aims
to share values with Honda Group associates and vitalize communication by creating
a communication environment and making English the Company'’s official language
for interregional business operations. Honda provides training programs tailored for
each region based on its needs and conditions, while offering at the global level shared
training programs to develop global leaders.

Furthermore, in order for these global human resources to be able to play active roles
worldwide, Honda has adopted a Global Job Grade System (= p. 83) in which managerial
positions varying from one operation base to another are defined by common grades
across the group. The Company aims to realize ideal management-level assignments
with competent local personnel actively demonstrating their abilities in response to the
needs of global operation bases.

Global human resources management

Human Resources Management Structure

At Honda, the Human Resources Division and Associate Relations Division at the
corporate headquarters in Tokyo draws up global human resources strategies from the
mid- to long-term perspective in coordination with operations in each region. Strategies
proposed by the division are discussed annually by the management members in the
Global Strategy Committee.

The directions for personnel strategies deliberated in this meeting are broken down
by theme for further discussion in the Global Human Resources Committee, in which
associates responsible for human resources from six regions meet once a year. Once
company-wide and regional plans and targets become concrete, activities are launched
throughout the Company.

Executive Council and Global Strategy Meeting
To discuss and decide human resources strategies and mid-term policies

v

To share human resources strategies and mid-term policies and to set regional objectives

Global Human Resources Committee

A A

A A A A

Human Resources
Division and Associate
Relations Division

To plan and coordinate
group-wide human
resources strategies

v

Human Resources Divisions of Regional Operations
To scout, develop and assign the local workforce

human resources
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v Honda's approach to personnel education is built around on-the-job training (0JT), As part of efforts to develop global leaders, Honda provides training to associates
) specifically, building specialized skills and professional capabilities through direct chosen from operation bases all around the world, including Japan, who will undertake
Quality =rererrrrmrreee 65 experience. In order to facilitate effective OJT, Honda has established for every job global management in the future.
description and area of expertise training programs with systemized contents and The Honda Executive Advanced Development School (HEADS) program, a combination
» Human Resources =" = ===+ 79 levels for the knowledge and skills required. These programs provide an opportunity of the executive leadership training (Off-JT) and an activity to draw up plans to resolve

Basic Approach
Global Management
Human Resources Initiatives

Human Resources Data

Supply Chain === =r=srerrerens 9

to understand each associate’s level of expertise and management capabilities, while
serving as indicators to know if further development is needed. To supplement these
0JT programs, Honda also offers off-the-job training (Off-JT) designed to provide
associates with an opportunity to enhance their careers by developing new specialized
skills or management capabilities. These training programs are level-specific and
include specialized training for each job description, entry level training, basic training
based on the Honda Philosophy, management training provided for acquisition of new
qualifications, quality training and other training.

Principal Off-JT programs

1. Self-improvement training (career development)

2. Work performance training (skill development)

3. Management leadership training (management training)

Training hours and cost per

DATA .
associate

> p. 93

human resources

management issues in a cross-functional team, was launched in 2012 in addition to the
Leadership Development Training (LDT) program.

Establishing the Global Job Grade System

Besides providing training to develop global leaders who undertake global management
functions, Honda introduced the Global Job Grade System in 2011 for assigning its
associates to the most suitable positions.

In this system, individual positions existing in each operation base of Honda such as
development, production and sales facilities are evaluated and weighed based on roles
and responsibilities and defined by common grades to be used group-wide in order to
facilitate the transfer of associates to posts and locations in which they can demonstrate
their abilities better beyond the limits of regions and operations. Honda has adopted
this system for the positions of department and division managers of the corporate
headquarters and higher in order to proactively promote local associates. The Company
will strive to assign the most appropriate human resources actively to operation bases
in the world and utilize them in line with its growth strategies through the Global Talent
Board and Regional Talent Board that manages key posts and key talent around the
world.

AAN
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Y It is important for progress of management localization to share business judgment Language between ReglonS
and codes of practice, that is to say, to globally share a set of values such as the Honda . . . .
Quality r==rrerrreerrreneanes 65 Philosophy, Honda core values and competency with local associates. In order for the Honda Group to exercise its total strength while operation bases in
With this awareness in mind, Honda provides a training program to pass on the Honda regions operate autonomously, it is essential to create an environment where its
» Human Resources =" = ===+ 79 Philosophy as a part of level-specific training that takes place worldwide. To make the associates in the six regions can communicate closely.

Basic Approach
Global Management
Human Resources Initiatives

Human Resources Data

Supply Chain === =r=srerrerens 9

AAN

programs as practical as possible, company executives and regional management pick
business examples and introduce ones that demonstrate decision-making or managerial
judgment that puts into practice the concept of “what to think and do based on the Honda
Philosophy.”

TOPI1CS

Creating an Environment to Enable Associates to Concentrate
on Their Work with a Sense of Security

A decline in Japan'’s total population and the aging of society has been pushing
down its working-age population (ages 15 to 64). Japan has already entered an
era of a super-aging society as people aged 65 years or over reached one-fourth
of its population in 2015. At Honda, the number of experienced associates aged
50 or over is expanding rapidly, and there is a growing need to continue working
after the age of 60.

Against this backdrop, Honda fully revamped its conditions of employment in
2017 to accommodate changes of the times and in associates’ needs.

As part of this effort and to provide an environment for associates aged 60
or over to continue working with enthusiasm and a sense of security, Honda
introduced a flexible retirement system that allows associates to choose when
to retire according to individual lifestyles and changes thereof. The conditions of
employment, including pay level, were also raised as compared to those offered
under the existing re-employment system.

By providing such an environment unique to Honda to enable associates to
work with enthusiasm and a challenging spirit, Honda intends to maximize
“the joy of working” for associates and realize a "human competitive edge” in
business.

human resources

In an effort to achieve this, Honda is working to make English an official language by
2020. With the adoption of this initiative, whenever interregional communication takes
place, any information to be sent out will be sent in English. Documents to be used
in meetings that involve regional operation bases along with any communication for
information sharing will also be in English.

As a part of this initiative, Honda strives to reinforce training programs to improve
the level of English among associates in Japan. English proficiency will be required for
associates to be promoted to managerial positions in the future.
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These targets, however, are not the Company’s ultimate goal. What Honda intends to
realize is a world where people can develop their careers regardless of gender, with

Editorial Honda Overview of
Contents Tl Top Message Philosophy Honda Strategy Governance 7
Performance Report Human Resources Initiatives
Environment ................ 36
Human Rights
Safety ..................... 56 . L . . i
Human Rights Training for Associates more women taking an active role.
Quallty ..................... 65 . . . .
The Three Principles of Personnel Management, Honda Code of Conduct and their basis,
the Honda Philosophy, mention Honda’s policy concerning human rights. Honda provides
» Human Resources =*="*=""""" 79

Basic Approach
Global Management
Human Resources Initiatives

Human Resources Data

supply Chaln ................

training on the Honda Philosophy all around the world to new associates, with the aim of
promoting awareness of the Honda Philosophy concept. All 1,451 associates newly hired
in FY2018 in Japan have gone through this training.

Promoting Diversity

Fundamental Approach to Diversified Workforce

For Honda, diversification of the workforce means to enhance its total strength by providing
equal opportunities to people regardless of their personal attributes and encouraging them
to respect each other’s individual differences and talents while exerting their own abilities
to the fullest, based on Honda's fundamental belief of Respect for the Individual.

The Company regards these individual differences that are demonstrated by its
workforce as one of its strengths in flexibly responding to the ever-changing business
environment. Honda pursues workforce diversification believing that these individualities
evolve into innovation.

Honda promotes diversity in accordance with the conditions of each of its six core regions
as part of respective business operations. Efforts are being made to increase the proportion
of women and minority groups (in terms of race and nationality, etc.) in management in
each region and to create a framework to foster local personnel and diversity.

Initiatives at Honda in Japan

Meaning of Expanding Women's Participation/Action Plan at
Honda in Japan

In Japan, Honda has been working to expand women'’s roles since 2008 and offering
greater opportunities by building awareness, introducing systems to help women
achieve a work-Llife balance and providing career support programs. As a result, the
proportion of female associates in the workforce has increased from 5.0% to 7.4% within
the past 13 years.

Honda carries out business operations globally, but the percentage of women in
management positions in Japan still remains low at 0.8%. As part of the Company’s
efforts to expand women’s roles, it has selected the number of women holding
management positions as one management indicator and plans to triple the number by
2020 and realize at least nine times the number by 2025, both compared with FY2015.

human resources

Honda's Action Plan

1. Period of plan
Three years from April 1, 2018 to March 31, 2021

2.Issues at Honda
@ Low percentage of women in management

@ Although the rate of competition for employment is equal among men and women, there
are fewer female associates

3. Targets

(D At least triple the number of women holding management positions by 2020 and realize at
least nine times the number by 2025 compared with FY2015

@ Increase the ratio of new recruits who are women to at least 20% by 2020

4. Details of initiatives and period of implementation
<Initiative 1> Continue to foster awareness of the need to embrace diversity

+ Continuously disseminate information from top management regarding initiatives aimed at
expanding participation of women (January 2015~)

<Initiative 2> Nurture female associates and accelerate their utilization

+ Enhance career development support by supervisors based on a career development plan
(April 2015~)

- Continue to conduct interviews regarding career path through career advisors (October 2015~)
+ Conduct training on career/leader development for female associates (October 2016~)
- Continue to provide seminars on the know-how of balacing work and child care (August 2017~)

<Initiative 3> Constantly strive to create an environment enabling women to build a career
- Establish and increase company nurseries (April 2017~)

* Implement a system of transfer and a system of leave to accompany spouses who are being
transferred (April 2018~)

<Initiative 4> Continue to strengthen the employment of women

- Continue to conduct focused publicity for female science and engineering students (March 2015~)

+ Continue to participate in events promoting selection in science and engineering for high
school students (March 2015~)

+ Secure and increase points of contact with and tours of business sites for female associates
(March 2016~)
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Human Resources Initiatives

Initiatives for Expanding Women's Participation

In 2015, Honda again recognized that the diversification of its workforce is an important
management challenge and has been making renewed efforts. In January 2015, the
Company established the Diversity Promotion Office, an organization specialized in
diversifying Honda's workforce. In Japan, Honda is promoting its first set of initiatives
that focus on expansion of women'’s participation under three pillars: “Build awareness
and foster an appropriate work climate,” “Support career building” and “Create an
appropriate environment and systems.”

As an effort to “Build awareness and foster an appropriate work climate,” Honda has
been holding various lectures and seminars for management-level associates and female
associates. In addition to lectures for members of company management and general,
office and factory managers, Honda has held a seminar for associates in management
positions 39 times with 3,600 participants over the past three years since 2015. Another
seminar has also been provided to all female associates. To deal with work climate and
work style issues identified in its ongoing efforts and to clarify the significance of work
climate and work style reforms, Honda started holding in FY2017 a work climate and work
style lecture (total of 19 times with about 800 participants) and a management support
workshop (total of seven times with approximately 100 participants) for members of
company management and general, office and factory managers. These activities have
enabled these management-level associates to better recognize and understand the
issues related to an appropriate work climate and various work styles.

Additionally, to provide greater motivation to female associates and form a network
among them, Honda held a Diversity Forum, in which members of company management
have also participated. The Forum was held for female associates holding management
positions in 2016 and was extended to include chief supervisors in 2017 (total
participation of about 500 associates). Through these efforts, Honda is making steady
progress in building awareness to foster more active roles of women in Japan.

To “Support career building” and accelerate the nurturing of female associates with
a focus on the individual, the Company initiated a program in which supervisors create
long-term, specific career development plans for aspiring female associates. Career
advisors then hold individual interviews with these applicants to support their career
building. In the past three years since 2015, such interviews were held with a total of
1,700 female associates. For female associates who have not received support by way
of a career plan or consultation, Honda provided a total of 17 training sessions, including
training to select a career theme to middle- and higher-level associates and another
training to build a career base targeting young associates. By providing an opportunity
for all female associates to take more active roles, Honda is encouraging their growth.
Moreover, Honda introduced a career support program in child-rearing years in July
2016 to foster career development and started holding a seminar for female associates
and their spouses on the know-how of balancing work with child care in August 2017.

Honda is also working to “Create an appropriate environment and systems” to respond
to diversifying needs of associates and enable them to balance work and their desired
lifestyles, not just helping associates continue working while balancing work, parenting
and nursing care. In October 2016, the Company introduced a half-day paid leave

human resources

system, system of working at home and system to provide financial support for child
care in order to enhance its systems of short working hours and temporary nursery
services. As another effort, Honda opened a company nursery in the Tochigi district in
April 2017 and in the Wako district in April 2018. For associates who are forced to leave
their job following a transfer of their spouses, Honda started providing a system of
transfer and a system of leave to accompany their spouses in April 2018 in addition to
its existing career reinstatement program, thereby enhancing its initiatives to support
continued employment and career development.

Honda also supports the provisions of the Women's Empowerment Principles (WEPs), a
set of principles for companies voluntarily promoting women’s empowerment, and have
signed the CEO Statement of Support for the WEPs.

Direction of Future Initiatives

Honda will maintain its ongoing initiatives to expand the participation of women, and at
the same time, will extend their scope to all associates to further advance and expand
diversity in the true sense of the word.

In addition to recruiting diverse human resources, Honda views the acceptance of
that diversity as an integral element of its philosophy on diversity. Honda believes that
respect of the individual will help foster individuality and draw out each person’s unique
abilities, thus increasing motivation at work. This in turn will lead to business activities
that exceed customer expectations.

To this end, Honda defines diversity management as the establishment of a framework
that makes effective use of diverse members and will strive to realize this.

In the future, Honda will take steps from the perspective of encouraging active roles
for people of all ages and will first expand the roles of experienced associates. By
encouraging personal growth, Honda seeks to foster human resources who exert their
utmost efforts for society regardless of their age.

Honda will also speed up work style reform initiatives so that all members can
experience the joy of working by feeling comfortable in the work environment and
motivated in what they do.

Ratio of women in management
DATA | positions in the Honda DATA
workplace in Japan

Percentage of women in the
Honda workplace: FY 2018

> p. % > p. %

Base salary and ratio of total
DATA [ compensation for males and
females in Japan

> p. %
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As a part of efforts to diversify human resources, Honda has started a Global Employment Prior to the 2004 amendments of the Act on Stabilization of Employment of Elderly
. Program where some of the new graduates who join the Company are hired directly from Persons, Honda introduced a system in April 2003 to create opportunities for those
Quality 65 overseas labor markets. The Company especially puts emphasis on hiring from labor associates who reach the retirement age of 60.
markets in emerging countries where Honda plans to further develop business. In April 2017, Honda introduced a flexible retirement system to allow associates to
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associates to be a core of Honda's human resources who will drive its global business in
the future.

DATA | Number of global hires

> p. %

Employment of People with Disabilities

Honda actively provides jobs to people with disabilities at its facilities in compliance
with laws in each country where it does business. The Company strives to create an
environment that allows associates with and without disabilities to work alongside one
another in addition to making adaptations to ensure that workplaces and opportunities
are fully accessible.

Honda also offers employment at its affiliates in Japan, specifically Honda Sun Co.,
Ltd., Honda R&D Sun Co., Ltd. and Kibounosato Honda Co., Ltd. Employment of individuals
with disabilities at Honda Group companies in Japan in FY2018 stands at 2.31%, or 1,041
individuals, which is above the legally mandated level of 2.0%.

Number of associates with disabilities
DATA | and percentage of employment of
individuals with disabilities in Japan

> p. %

human resources

environment for people aged 60 and over. In FY2018, 84.5% of associates who have
reached the age of 60 chose to continue working.

As a result of these efforts, re-employed retirees are actively participating in various
workplaces while drawing on their extensive experience and specialized knowledge.

Number of re-employed retirees

DATA .
in Japan

> p. %

Building Healthy Working Environments

Helping Associates Balance the Demands of Work, Parenting and
Nursing Care

In Japan’'s increasingly aging society with a declining birthrate, establishing an
environment where people can balance work, parenting and nursing care is a social
issue. Under such circumstances, Honda works actively to provide programs that help
associates balance the demands of work, parenting and nursing care, and to gain an
understanding of these programs by sending information by means of guidebooks and
the corporate intranet.

In April 2014, we introduced a Selection-based Welfare Program (Cafeteria Plan)
giving associates the options of support for nursing care, as well as life events such as
childbirth and child care, including babysitter agent services and child-care items rental.

As a result of these initiatives, Honda has been certified as a company that supports
child-rearing by the Japanese Minister of Health, Labour and Welfare.

Honda will continue to establish systems and an environment to accelerate promoting
diversity (= p. 85) and enable both varied lifestyles and careers desired by individual
associates.

Number of associates who
DATA | utilize child/nursing care DATA
support in Japan

Reinstatement rate (%) in Japan
after taking child care leave

> p. 9% > p. 9%
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*A policy to encourage all associates to
use their allotted vacation time in full: An
initiative to prevent vacation days from being
lost when the number of annual paid vacation
days that can be carried over to the next year
is exceeded

Human Resources Initiatives

Optimizing Work Hours

While cases of workers working long hours and taking few paid days off are raised as
social issues in Japan, Honda has always been an industry leader in introducing shorter
workweeks. The Company instituted a five-day workweek on alternating weeks in 1970,
followed by a true five-day workweek in 1972. Other initiatives enjoyed by associates for
more than 40 years include the banning of overtime on Wednesdays and Fridays and the
introduction of a policy encouraging all associates — both labor and management - to
use their allotted vacation time in full*.

Furthermore, to encourage its associates to take regular annual paid vacations and
use their vacation time effectively to refresh themselves and increase motivation, Honda
has recently introduced a system whereby associates are accorded blocks of three to
five consecutive paid holidays depending on their years of continuous service.

As a result, total working hours averaged 1,932 per associate in FY2018, and
associates averaged 18.7 paid vacation days, putting Honda at the top level of the
automobile industry in terms of reducing actual working hours.

Going forward, Honda will work to further reform work styles primarily through
awareness-raising and a review of operating processes.

Total working hours per associate
DATA | and average vacation days taken in
Japan

> p. 95

Counseling Hotlines for Associates

Honda supports associates by operating a variety of counseling hotlines as a way to
build a healthier work environment.

Examples of counseling hotlines in Japan

Hotlines Description

Counseling Honda created a counseling hotline at each worksite’s human resources and general
hotlines dedicated affairs department to accommodate counseling requests from associates striving to
to balancing balance work and family responsibilities, and to promote awareness and utilization of
work, parenting the company’s support programs. Each hotline is staffed by a pair of male and female
and family life counselors, who field counseling requests from associates themselves and from their
responsibilities supervisors.

Harassment Honda operates a harassment counseling hotline for all associates in order to prevent any
counseling hotline  harassment in the workplace and to facilitate the rapid and appropriate resolution of incidents.

Honda offers life planning seminars to give associates an opportunity to start thinking about
their life purpose, health and economic planning so that they will be able to lead a rich and
fulfilling life. Seminars are also open to associates’ spouses. In-house seminar instructors and
a secretariat offer one-on-one counseling for associates who have participated in the seminar.

Life planning
seminar hotline

human resources

Evaluation and Treatment

Personnel Evaluation System

In accordance with Respecting Initiative and Ensuring Fairness based on the Three
Principles of Personnel Management, Honda has introduced to Regional Operations
in the six regions human resources evaluation programs adapted to the needs and
conditions of each region.

For example, in Japan, Honda places emphasis on two-way communication with
supervisors in associate development and evaluation, and all associates have at least
three interviews with their supervisors each year. During the first interview in April,
associates come out with a clear vision for the future and their direction going forward
through their supervisor’s advice. They then work out their individual role based on the
organization’s business goals for the fiscal year in question. During interviews in June
and December, supervisors evaluate associate performance during the preceding six
months and share an assessment of each associate’'s strengths and weaknesses. By
facilitating a discussion of subjects such as future objectives and career directions, the
interviews pave the way for associates’ skill development.

Percentage of associates
DATA | going through the evaluation
programs

> p. 95

Compensation and Incentives

Based on the Three Principles of Personnel Management, Honda gives its associates
equal opportunities to make the most of their individual potential and recognizes
and respects their abilities and accomplishments equally at worksites regardless of
personal factors. Honda's compensation and evaluation system is built in line with this
basic approach in consideration of the needs and conditions of each region.

Performance of general associates at Honda in Japan is evaluated in two stages under
this system: development of abilities and demonstration of abilities. In the former stage,
Honda places emphasis more on how associates’ abilities evolve, whereas associates’
demonstration of abilities and achievement are focused on in the latter stage. An annual
salary system is applied to compensation for associates in management positions or
higher. The higher their positions are, the more their accomplishments and company
performance are taken into consideration.

Percentage of performance-

DATA based remuneration in Japan

DATA | Starting salary in Japan

» p.95 » p.95
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Management, Honda declares in the Associate Relations Policies that associates
and the Company will respect each other’s views and endeavor to promote mutual
understanding. Maintaining a relationship of mutual trust, associates and the company
will make every effort to engage in sincere discussions about any issues that might
arise or exist. In line with the policies, Honda strives to maintain a good relationship and
resolve issues that arise through dialogues with its associates.

In addition, an appropriate notification period is set in advance in case of the
implementation of important corporate measures that have a marked impact on
associates.

Associate Survey

Honda conducts an associate survey in all regions to solicit worker feedback for building
a healthier work environment.

Taking place once every three years in Japan to coincide with the Company’s mid-
term plan, the surveys include a variety of questions designed to gauge associate
views on organizational culture, the Company’s personnel system and management.
Survey results are fed back to associates through in-house publications and are also
incorporated into HR-related initiatives, such as management training and changes to
the personnel system.

Results of associate surveys
DATA | in Japan (Level of satisfaction
working at Honda) (%)

» p. 95

human resources

and conditions, and promote activities aimed at preventing industrial accidents and any
recurrence thereof, and at ensuring the health of associates.

Honda and its associates act in accordance with the Honda Code of Conduct (= p. 30),
which outlines the behavior to be practiced by associates around the world. In the field
of safety and health, Honda strives to create a safety and health workplace, while each
associate works to maintain such a workplace and to prevent accidents from occurring
or spreading.

Excerpt from the Relations with Colleagues / Working Environment
(Safety and Health section), Honda Code of Conduct

Honda's policy
Honda will provide a safe and healthy workplace to maintain a pleasant and safe work
environment.

Required conduct
As a member of Honda, | will comply with laws, regulations and company policies

related to safety and health, and strive to maintain a safe and healthy workplace, as
well as to prevent and minimize accidents.

AAN
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*A standard for occupational health and safety
formulated by an international consortium.

an occupational health and safety management system, diffusion and execution of risk
assessment and the establishment of explosion and fire prevention measures, with the
aim of increasing the effectiveness of safety management in each country and region.
Honda also conducts occupational health and safety audits and reviews as needed
to share recognition of health and safety management, while striving to improve the
management system, as well as to develop human resources for safety control in each
country and region.

Frequency rate of lost workday

DATA( . °°.
injuries

» p.95

AAN
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operation of an Occupational Safety and Health Management System (OSHMS) and
progress in implementing compliance-related matters. These audits follow an OSHMS
approach and are conducted by the Company-wide Safety and Health Audit Committee
chaired by the officer of Honda in charge of health and safety.

Occupational Safety and Health Management System (OSHMS)

Honda has implemented an Occupational Safety and Health Management System
(OSHMS) in order to ensure continuous and voluntary health and safety management
and increase the level of health and safety at its facilities.

Activities based on an OSHMS approach

In FY1998, Honda set up a Health and Safety Audit Committee that performs health and
safety audits throughout the Company based on the Occupational Health and Safety
Assessment Series (OHSAS)*. Starting from FY2014, these audits have been conducted
by using an OSHMS approach.

Safety and health audits check on how OSHMS is operated in operation facilities;
safety and accident recurrence prevention measures incorporated into routine safety
and health activities; and a system and its operation to ensure continuous horizontal
deployment of these measures among facilities.

By performing health and safety audits to verify its health and safety activities, Honda
works to improve and maintain a high level of safety and health throughout the entire
Group.

Creating working environment criteria

Honda stipulates criteria for the “air environment” (in indoor and office working
environments), “visual environment” (illumination criteria) and “sound environment”
(machinery and equipment) in its Comfortable Workplace Guidelines, and conducts
environment measurements at each facility.
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Further Supporting Associates’ Good Health
from the Perspective of Health Management

The Honda Group hopes that all of its associates remain healthy in the same way we
strive for safety. The Company believes in continuously seeking to maintain and improve

403-4
Contents Eg:::;ial Top Message E:;‘lg:ophy g\;::’\;iew of Strategy Governance
Performance Report Human Resources Initiatives
Environment ................ 36
Health and Safety Education and Training
Safety =rrrrrrrrrriiaiees 56 The corporate headquarters, responsible for supervising health and safety activities,
provides training to develop health and safety experts both in Honda and in its Group
Quality =--rrrrrrnareeeeaaas 65 companies. This includes training to nurture company-wide safety and health auditors
y and health managers.
> Human Resources ««««««xnnn- 79 Each facility also provides various training programs for its associates. the health of its associates.
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Schematic diagram of Honda's health and safety training scheme (production activities)
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To ensure the health of associates over the long term, Honda, its company clinic,
company cafeteria, the Honda Health Insurance Association and Honda Motor Workers'
Union work together and examine and promote ideas for activities aimed at enabling the
joy of being healthy into the future in the areas of “maintaining physical and mental well-
being,” “preventing adult-onset diseases” and “encouraging exercise.”

Enhancing a Selection-Based Welfare Program

Under Honda's Selection-based Welfare Program, associates use points (allotted as
welfare-related expenses) to freely choose from a diverse menu of services the ones
that match their preferences. The purpose of the program is to provide an environment
that gives associates a sense of security in their lives and allows them to concentrate on
their work. Honda’'s program offers an enhanced menu of services for health promotion,
primarily aimed at “maintaining physical and mental well-being” and “encouraging
exercise,” to enable associates to enjoy a healthy life well into the future. Services
for “maintaining physical and mental well-being” include receiving health checkups,
counseling and guidance, as well as vaccinations, using company-owned recreation
facilities and enrolling in yoga class. For “encouraging exercise,” the menu offers such
services as using fitness and sports facilities and participating in sporting events.

AAN
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In 2009, Honda announced a Mental Health Policy and has since been working on both
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Honda-Wide Mental Health Policy

Basic approach

Based on its fundamental belief of Respect for the Individual, Honda embraces
individual diversity and values communication, and by doing so, will make its utmost
efforts to maintain well-being so that all associates dedicate themselves to their jobs
with enthusiasm while drawing energy from and taking pride in their work.

Activity structure

To implement mental health activities, Honda has established a company-wide mental
health promotion team specialized in activity planning and management. Each of Honda's
facilities has also established its own facility mental health promotion team.

Honda's major mental health initiatives to promote the mental well-being of its
associates include “preventative education,” “improving working environments,”
“checking stress levels,” “enhancing counseling programs” and “support for those
returning to the workplace after taking time off.” The Company also distributes leaflets
and pamphlets to associates aimed at facilitating an understanding of mental health care.

Measures for Prevention of Adult On-Set Diseases

As a company-wide effort to improve lifestyles and prevent adult on-set diseases, Honda
has been providing a variety of programs and undertaking various initiatives matched to
the needs and conditions of each facility.

Measures against smoking

Honda is working to ensure that its workplaces are free from the danger of second-
hand smoke inhalation. While setting clear environment criteria for smoking areas and
ensuring these areas observe these criteria by performing environment measurements,
the Company conducts activities tailored to the needs and conditions of its facilities
in order to minimize the effects of secondhand smoke. Honda's activities include
prohibiting smoking inside buildings, setting smoking hours, holding events to coincide
with World No Tobacco Day, and allocating a given day each month as a no-smoking

human resources

on the menu. The cafeteria also offers nutritionally well-balanced “healthy” meals with
fewer calories using less salt.

Introducing the Healthy Point Program

The Honda Health Insurance Association works under the idea of “realizing a healthy and
spiritually-rich life.” In April 2014, the Association introduced a Healthy Point Program
as a new incentive scheme to support associates who are making efforts to prevent
diseases and improve their lifestyle habits.

Setting up a portal site for individuals for health promotion

A portal site for individuals, called “Health UP WEB,” went online in January 2018.
The aim is to centrally manage and provide individual health information, including
information related to the Healthy Point Program, foster self-awareness for one’s own
health and encourage voluntary health promotion efforts.

This portal site is accessible from personal computers and smartphones, and
associates can view their health checkup results of up to the past five years and keep
track of their individual health promotion efforts, including pedometer records, meals
and blood pressure.

Medical Checkups

With the aim of maintaining the health of its associates, Honda conducts legally
required periodic health checkups of associates on a continuous basis after they join the
Company. Honda also conducts stomach and bowl cancer examinations for associates
aged 35 or over and provides an opportunity to receive a complete medical checkup,
which includes detailed brain and lung examinations as desired, to associates aged
50 and 55. Through these early detection and early response efforts, Honda strives to
ensure the health of its associates.

Honda is also enhancing specific health guidance activities in collaboration with the
Honda Health Insurance Association.
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Consolidated number of associates Number of new permanent associates
Safety errerrernerisneeians 56 FY2016 FY2017 FY2018 FY2016 FY2017 FY2018
Japan 64,975 64,696 64,755 762 1,009 1,372
Quality =rrerrmrrrme e 65 North America 50,624 53,243 54,044 Japan Male 660 875 1,165
South America 16,297 14,716 14,271 Female 102 134 207
> Human Resources =« +=-* 79 Europe 8,111 8,211 8,591 4,051 4,789 5,037
Basic Approach Asia & Oceania 52,364 54,380 55845 Q;r::ica Male 3,008 3,410 3,537
Global Management China 16,028 16,669 18,132 Female 1,043 1,379 1,500
Human Resources Initiatives Total 208,399 211,915 215,638 767 412 578
South
Human Resources Data America e ki 335 ply
Female 88 77 98
supply Cha|n ................ 96 340 357 819
Number of associates by gender
Y9 Europe Male 258 268 677
FY2016 FY2017 FY2018
Female 82 89 142
46,715 46,929 48,512
3,174 5,415 2,776
Japan Male 43,674 43,509 44,712 Asia &
0 . Male 2,795 4,867 2,143
Female 3,041 3,420 3,800 ceania
Female 379 548 633
*With the exception of the item “Consolidated number of 1,721 3,485 5,545
Associates,” HR data for Japan is tabulated from numbers for
the following companies: Honda Motor Co., Ltd., Honda R&D Co., China Male 1,541 3,199 5,208
Ltd., Honda Engineering Co., Ltd., Honda Racing Corporation, Femnale 180 286 337

Honda Technical College and Honda

Access Corporation.

Number of associates by employment contract and type

ARA

FY2016 FY2017 FY2018
By contract
Permanent 41,622 41,001 41,741
Non-permanent 5,093 5,928 6,667
By type
Full-time 46,608 46,834 48,304
Part-time 107 95 104

human resources
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Attrition rate (%) (including compulsory retirees)

FY2016 FY2017 FY2018

1.9 2.0 1.5

Japan Male 1.9 1.9 1.4
Female 2.1 3.0 2.5

North America 7.8 9.6 10.5
South America 12.0 15.8 5.9
Europe 8.2 7.2 4.7
Asia & Oceania 4.0 3.9 3.9
China 4.4 5.1 6.9

Percentage of associates from local communities
taking upper management positions

Percentage of associates from local commu-
nities in entire upper management positions

North America 60
South America 46
Europe 49
Asia & Oceania 39

China

1

Training hours and cost per associate

Annual training time Annual training cost

(hours) (yen)
Japan 36.3 81,300
North America 14.0 24,400
South America 9.4 16,200
Asia & Oceania 12.9 11,300
China 19.8 27,600

*Information on Europe is to be confirmed.
*Amounts are approximate estimates.
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Ratio of women in management positions in the Honda workplace in Japan Number of persons over 60 employed by Honda in Japan*
Safety _____________________ 56 FY2015 (base year) FY2016 FY2017 FY2018 FY2014 FY2015 FY2016 FY2017 FY2018
Compared with FY2015 (times) 1.00 1.20 117 1.40 Number of persons* 567 622 71 729 1,097
Quality =rerererrrres 65 *Includes persons who turned 60 and continued employment in FY2018
Percentage of women in the Honda workplace: FY2018 . - . . .
» Human Resources ***=====x== 79 Number of associates who utilize child/nursing care support in Japan
Ratio of women in the entire workforce Ratio of women in management positions
Basic A h FY2014 FY2015 FY2016 FY2017 FY2018
asic Approac Japan 7.4 0.8 Short working 153 172 182 219 269
Global Management North America 23.9 15.5 :ﬁi‘:gsc?r;ac'mate Male 2 0 5 6 14
South Ameri . .
Human Resources Initiatives ou merica 1.6 8.3 femslo 151 172 177 213 255
Europe 16.9 16.9 Administrative 305 392 397 452 454
l to facilitat:
Human Resources Data Asia & Oceania 12.4 15.5 childcare Male " 17 21 32 50
China 125 13.9 Female 294 375 376 420 404
Supply Chain ===rerrerereeres 96 Total 138 8.2 ;\:)\:r:ri]ri\&f:r:e leave 894 971 1,116 1,356 1,797
Male 554 593 718 892 1,245
Female 340 378 398 464 552
. . . Work at home - - - 145 249
Base salary and ratio of total compensation for males and females in Japan during child raising - - - 38 7
Base salary (Female : Male) Total compensation (Female : Male) e B B B 107 173
Management positions 1:1.03 1:1.04 Childcare cost _ _ _ 74 150
General associates 1:1.17 1:1.40 subsidy Ve N - R 1 5
*The same pay scale is applied to male and female associates. Gaps are due to differences in factors Female - - - 73 145
such as age distribution and the ratio of males and females in pay grades. Short working 1 3 3 8 5
hours to facilitate
nursing care plale 0 2 1 5 3
. Female 1 1 2 3 2
Number of global hires Administrative 15 9 11 22 22
FY2017 FY2018 FY2019 (F t) leave to facilitate
orecas nursing care Blsle 13 9 8 14 13
Number of people hired 15 20 15 Female 2 0 3 8 9
Nursing care leave 22 13 22 1 37
Male 19 1" 17 10 31
Number of associates with disabilities and percentage of Female 3 2 5 1 6
employment of individuals with disabilities in Japan Wk £t e B B B 22 29
FY2014 FY2015 FY2016 FY2017 FY2018 during nursing care |, - - - 12 17
Number of associates* 1,084 1,089 1,094 1,073 1,041 Female - - - 10 12
Percentage of employment* 2.27 2.28 2.30 2.32 2.31
*Laws governing the employment of people with disabilities stipulate that employment of one individual Reinstatement rate (%) in Japan after taking child care leave
with a serif)us disability is equivalgntto erlnploying.t.vsfo less severely disabled individuals for purploses FY2014 FY2015 FY2016 FY2017 FY2018
of calculating the number of associates with disabilities and percentage of employment. Data depicted ;
in the graph are current as of June 1 of each year. Reinstatement rate 99.7 99.2 98.3 96.1 96.5
Male - - - 100.0 100.0
Female - - - 95.5 95.7

human resources
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Total working hours per associate and average paid vacation days taken in Japan Results of associate surveys in Japan (Level of satisfaction working at Honda) (%)
Safety rerrrerrrarreaaeaas 56 FY2014 FY2015 FY2016 FY2017 FY2018 FY2014 FY2017
Total working hours per associate 1,900 1,890 1,964 1,954 1,932 All associates 80.0 74.5
Quality =rreeerrreerenee 65 Average paid vacation days taken 19.2 19.4 18.4 19.0 18.7 Male 80.2 74.7
Female 77.9 72.7
» Human Resources =*="*=""""" 79
. . . Percentage of respondents for all associates 94.3 94.8
Basic Approach Percentage of associates going through the evaluation programs
Global Management Region Percentage of associates to be targeted for the evaluation programs
Human Resources Initiatives North America 100.0 Frequency rate of lost workday injuries
Human Resources Data South America 98.3 07
Europe 100.0 0.62 0.60 —o— Global
S 0.6 - i
Supply Chain 96 Asia & Oceania 99.3 Domestic
[In Japan]
China 98.6 0.5
o 0.36
Percentage of performance-based remuneration in Japan 0.3
Level Proportion of performance-based remuneration in entire compensation 02
Director, Operating Officer positions 28.0* 0.06
0.1 .
Management positions 36.7 004 005
*A certain level of stock options is included in remuneration for Director and Operating Officer 00 2016 2017 2018 (FY)

positions.

Starting salary in Japan

Monthly salary (yen) Compared to minimum wage (%)

High school 173,500 12
Technical college and junior college 194,300 125
Undergraduate 217,400 140
Graduate school (Master's degree) 243,600 157

*Minimum wage is calculated using 20.3 eight hour days as one month based on the minimum wage for
the Tokyo metropolitan area (958yen/hour). This is a graded salary system and there is no difference
in salary for males and females with the same qualification level. Figures are as of June 1, 2018.

human resources

*Global (Frequency rate of lost workday injuries): The number of lost workday
injuries per one million work hours at Honda's seven production bases in
Japan and 62 overseas production bases

*Domestic [In Japan] (Frequency rate of lost workday injuries): The number
of lost workday injuries per one million work hours at companies to which

Honda's labor agreement applies
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supply chain

Material Issues

* Responding to climate change and energy issues

* Deploying total supply chain sustainability initiatives
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Environment ................ 36
Strengthening Supply Chain Sustainability
safet ..................... 56
Y In order to provide customers with a timely, stable supply of better products and
) services, it is necessary to put significant effort into developing and optimizing supply
Quality =rererrrrmrreee 65 chains with suppliers around the world while also taking into account environmental and Overview of supply chain
human rights issues.
Human Resources =+=++=+==-- 79 Companies within the automobile industry, which is a broad-based industry supported
by many suppliers, must pursue the reduction of not only their own environmental
> Supply Chain =« srseererens 9% impacts but also those of suppliers throughout their entire supply chain. @ —

Basic Approach

Basic Approach to Logistics
Global Management of Logistics
Logistics Initiatives

Basic Approach to Purchasing
Global Management of Purchasing

Purchasing Initiatives

In addition, as awareness of compliance and human rights issues grows worldwide,
companies are being asked to verify working conditions and legal compliance not only
for themselves but also for their suppliers, as well as to make efforts to take corrective
action if required.

From FY2018, Honda is taking part in CDP’s supply chain program (an international
initiative by institutional investors requesting companies for disclosure of information
on climate change policies) and requesting disclosure of risks and opportunities related
to Greenhouse Gas (GHG) emissions and the environment from suppliers in addition to
information on matters relating to Honda's operational domains.

In this way, through the Company's efforts to actively promote sustainable initiatives at
its development and manufacturing facilities in cooperation with all its suppliers around
the world, Honda is seeking to be “a company that society wants to exist,” that is liked by
and has strong roots in local communities, and to realize a supply chain where Honda
can co-exist with and provide mutual benefit for the Company and local communities.

Honda is striving to strengthen supply chain sustainability mainly in the areas of
purchasing and logistics.

supply chain

3
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Safety ..................... 56

Quality ..................... 65
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Basic Approach

Basic Approach to Logistics
Global Management of Logistics
Logistics Initiatives

Basic Approach to Purchasing
Global Management of Purchasing

Purchasing Initiatives

*1 A transportation operator retained by the
supplier delivers sourced parts to the
entrance of Honda's plants.

*2 A transportation operator retained by
Honda makes the rounds of parts suppliers
and picks up the sourced parts.

*3 A committee to debate Supply Chain
Management (SCM) issues at the global
headquarters and in respective regions in
order to achieve medium-term goals

supply chain

Basic Approach to Logistics

Management of Logistics
from ESG Perspective

At Honda, many parts that are used in its products are sourced from suppliers and
transported to its plants. Then, they are incorporated into the Company’s products, and
the completed models are sent directly from the plants to dealers. In addition to this,
parts are also transported between plants, and parts for services and repairs are sent
to dealers. As such, due to the extremely large volume of transportation that takes
place throughout the manufacturing process at Honda, increasing efficiency, reducing
environmental burden, compliance and risk management in logistics are becoming
critical issues. Honda transcends conventional divisional and regional boundaries
to ensure the integrated control of logistics and is conducting management from an
environmental, social and governance (ESG) perspective.

Overview of Honda logistics

Procurement logistics
(delivery at entrance)*!

Plants Dealers

Transportation of
parts between

plants /

Transportation of
vehicles and equipment,
transportation of parts
for services and repairs

Plants

Procurement
logistics (pick up)*2

Global Management of Logistics

Integrated Management Framework
Transcending Divisions and Regions

Honda newly established a department in April 2016 to advance ESG management in
logistics on a global scale. This body has teamed up with logistics-related divisions and
the six regional headquarters worldwide to formulate policies and develop strategies for
combating the various logistics-related challenges and pending problems so they can be
managed in an integrated fashion, including environmental response for CO2 reduction,
management of transportation companies, response to laws and regulations, insurance
policy and risk management.

Logistics global management framework

Global SCM Committee*®
[ ) [ ] [ ) [ ) [ ] [ )
vy ¥ ¥ v vy
t ¢+ 1

North South
America America

Europe el China

e Oceania

Development of scheme to manage results for CO2

Environment emissions and packaging material disposal in logistics

Global contract for shipping companies, freight forwarders

Social and insurance companies

Reinforcement of a compliance function for logistics laws

Governance and regulations and risk management
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Performance Report Logistics Initiatives
Environment ................ 36
| nteg I"ated Ma nagement Of Legal |nf0rmati0n Integrated management framework for legal information
safet ..................... 56 . . .
Y Concerning Logistics
Quality =rrerrrre 65 In order to supply products and parts across countries and regions, it is necessary to Exporting country CeF;’tificlati_on & Importing country
identify and analyze a variety of factors that include differing transport infrastructure, Compl?ag:czts)i:/‘ision
HUMan ReSources -« -+« -« «««- 79 laws a.md rls.k o.f.natura.l disasters. Laws and r.egulatlons, |.n particular, have the Japan Japan
potential to significantly impact safety and speed in transportation. Honda has created
a function for the integrated management of international treaties and legal information ] ]
> Supply Chain ===r==r=rreree- 96 concerning logistics operations in order to consistently secure precise information and North America North America
) enable efficient, accurate and early global response, thus ensuring swift compliance
Basic Approach . .
) o with laws and regulations. South America South America
Basic Approach to Logistics In response to the strengthening and increasing complexity of laws and regulations,
Global Management of Logistics Honda rt.einforced its global six—r.egio.n c.ompli.ance f(.Jundatio.n in FY2017 and ma.de = — =
preparations for transport regulations in line with the introduction of new technologies Lirtefere Wit
Logistics Initiatives such as electrified technology in FY2018.
Basic Approach to Purchasing Honda will continue deepening relations with each region and working to ensure legal Asia & Oceania Asia & Oceania
compliance. H H
Global Management of Purchasing Legal‘ information
Purchasing Initiatives China report database China

Logistics
Management
Division

=
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Environment ................ 36
RedUCing C02 Em|SS|OnS Expansion of rail and ship transport in Vietnam
safety ..................... 56 FY2018 FY2019
Identifying Global CO2 Emissions
ying Rail + Ship Rail + Ship
Quality =rerrerrereerenaes 65 & :L
Honda is working to improve transportation efficiency in the shipping of vehicles and —
equipment, parts shipped between plants, parts for services and repairs, and parts CO2 emissions
Human Resources = =-«=--x--- 79 collected from suppliers. In addition to this, in FY2017 the Company commenced per vehicle
management of CO2 emissions in the transportation of automobile production parts, 9.7% reduction
» Supply Chain ====rr==seeers- 96 which make up the majority of international marine transport. Truck Truck
) Honda continues striving to grasp CO2 emissions for all products around the world by .7?;/: 6?‘:/5 /
Basic Approach steadily expanding the scope to other product domains since FY2018. —

Basic Approach to Logistics
Global Management of Logistics
Logistics Initiatives

Basic Approach to Purchasing
Global Management of Purchasing

Purchasing Initiatives

Expanding Modal Shifts

Honda will make efforts toward expanding its modal shift that involves switching means
of transportation from trucks to ship and rail transportation, with a focus mainly on
transportation to distant regions.

In Vietnam, the distance between Honda’'s production facility on the outskirts of Hanoi
in the north and the major market of Ho Chi Minh City in the south is over 1,700km. For
this reason, Honda is replacing conventional trucks with ship and rail transport for long-
distance shipments between north and south.

As a result, we will achieve reductions in CO2 of 27% with rail transport and 65% with
ship transport compared with conventional truck transport.

In addition, Honda is working to increase efficiency in each transport mode and in rail

transport is introducing freight cars specially designed for shipping automobiles with
high load efficiency.

Transport mode in Vietnam

Ship

supply chain

Rail transport in Vietnam

Special freight cars for transporting automobiles Bright car carrier

Up to eight vehicles can be loaded onto each railcar.
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Performance Report Logistics Initiatives
Environment ................ 36 . . . . . ) )
Achieved CO2 Reduction by Increasing the Ratio of Longer Carriers Conceptual diagram of delivery
safety ..................... 56 ) ) ) ) ) )
In India, Honda achieved around a 6,226t reduction in CO2 emissions for the year by ® Previous
. improving transport efficiency of completed vehicles from its factory to dealers. €Oz is emitted during round trios from each
Quallty ..................... 65 . X ST X A g o X i | g p
Honda India has implemented this initiative in collaboration with logistics service dealer since shipments are made for each
providers and dealers in which longer carriers transport two or more dealers’ clubbed order in small trucks with capacity for four
Human Resources =====r=x==" 79 orders on the same route, if one dealer order is less than six cars. Previously Honda vehicles.
India has used small carriers with four car capacity for small quantity dealer orders.
} Supply Chain ............... 96

Basic Approach

Basic Approach to Logistics
Global Management of Logistics
Logistics Initiatives

Basic Approach to Purchasing
Global Management of Purchasing

Purchasing Initiatives

A small truck with capacity of four vehicles

A longer truck with capacity for six vehicles

Loading the vehicles

supply chain

I
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Dealer C

Reduced CO2 emissions by around 6,226t a year

® Since FY2018

The use of large trucks has reduced CO2
emissions by enabling the transporta-
tion of more products at once.
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Environment ................ 36
H H H Image of updating of packaging specifications
Reducing Waste from Packaging Materials
safety ..................... 56 i . . i
Updating of Packaging Specifications Disposable packaging
Quallty ..................... 65 . . . . . . . i
Like CO2 emissions reduction, reducing waste from packaging materials is another
environmental challenge in the logistics area. Honda is working to reduce waste _|_
Human Resources = =-«=--x--- 79 from packaging materials by simplifying packaging, rethinking the materials used
and changing specifications. For example, disposable transport packaging that uses
» Supply Chain ===rrreeemerrns 96 cardboard boxes and steel cases is being switched over to reusable plastic containers to Inner packaging: Outer packaging:
) eliminate the use of steel cases. These initiatives began with products bound for Europe Cardboard Steel case
Basic Approach and are expanding to those bound for North America.
Basic Approach to Logistics
Global Management of Logistics . .
o o Index of packaging materials for knock-down parts* Disposable packaging
Logistics Initiatives (Minimized weight and thickness) Repeat use
Basic Approach to Purchasing 1 00
100
Global Management of Purchasing
Purchasing Initiatives 80
60
40 30 29 28 28 28 No outer
- + packaging +
20
Inner packaging: Inner packaging: Outer packaging:
()() Cardboard Plastic Steel case
2001 2014 2015 2016 2017 2018 (FY) (Reduced weight)
No outer
packaging
* Parts to be used in the assembly of completed Inner packaging:
vehicles or equipment at our plants around Plastic
the world
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We do fair and equitable business with transparency based on the
“Purchasing Belief” and the “Three Purchasing Principles.”

Purchasing Belief

Contents Eg:::;ial Top Message E:?lg:ophy g:::’\;iew of Strategy Governance
Performance Report Basic Approach to Purchasing
Environment ................ 36
PU rChaS| ng Bel|ef Purchasing Belief and Three Purchasing Principles
’
safet ..................... 56 . . .
Y Three Purchasing Principles and
Quality == rerremmeneeenns 65 Purchasing Code of Conduct
Honda's goal is to achieve a sustainable society across the supply chain. The Company
Human Resources =+x+=xx-=-+ 79 implements initiatives with consideration for the environment, safety, human rights,
compliance and social responsibility, among others, in partnership with its suppliers
» Supply Chain =r=r=r=rrsreres 96 worldwide. Based on the Honda Philosophy, the Company established the Purchasing

Basic Approach

Basic Approach to Logistics
Global Management of Logistics
Logistics Initiatives

Basic Approach to Purchasing
Global Management of Purchasing

Purchasing Initiatives

Belief and Three Purchasing Principles and engages in business that is fair and equitable
with transparency.

Honda defined points of concern that it should follow, in particular, as the Purchasing
Code of Conduct, and by following this Code, the Company enhances trust with related
divisions and business partners as well as builds sound relationships with suppliers.

supply chain

Three Purchasing Principles

We sustain the procurement of good products at reasonable prices and in a timely manner.

Fair and open trade

We do business with
suppliers who can satisfy
the requirements of
quality, quantity, price
and timing and who can
share the concept of

Equal partnership

We conduct business on
an equal footing
regardless of the
business size of the
supplier or their
nationality and other

Respect for suppliers

We respect suppliers’
management and dignity.

sustainability with us, factors.
based on open
competition.

Positioning of Purchasing Code of Conduct

Honda Philosophy

L Honda Corporate Governance

L Global
Honda Code of Conduct

Purchasing Belief and
Three Purchasing Principles

Purchasing Code Division
of Conduct guideline

Honda SUSTAINABILITY REPORT 2018 103



S <« »

eAssurance

103-1,103-2,103-3,308-1,407-1,408-1,409-1,412-2,414-1,414-2

Basic Approach

Basic Approach to Logistics

Global Management of Logistics
Logistics Initiatives

Basic Approach to Purchasing
Global Management of Purchasing

Purchasing Initiatives

and draw up the corrective action plan.

If the corrective action plan received from the supplier is determined to be
inappropriate, Honda considers its future business relations with them, taking into
account the social impact of the problem.

In addition, via the Business Ethics Improvement Proposal Line (= p. 31), Honda

Changes in purchasing practices

Editorial Honda Overview of Performance
x Top M " Strat G *GRI Content Ind
Contents Policy op Message Philosophy Honda rategy overnance 7 Report -Finan?:?arll;atg ex
Performance Report Global Management of Purchasing
Environment ................ 36
H H H accepts reports and requests for consultation from all suppliers from a fair and neutral
- 3 Establishment of Guidelines etandpoint
arety The Company published the Honda Supplier CSR Guidelines and Honda Green In addition, the Company is working across the entire supply chain, preparing check
Purchasing Guidelines to share its approach to sustainability with suppliers worldwide sheets for its suppliers to help assess their own initiatives and promote sustainability
Quality »rrrmrrrrrrereee 65 and to promote Honda initiatives. (Please refer to the links below.) initiatives at SUl_"t'er supp.llers. ]
Through the Guidelines, Honda seeks to prevent compliance violations and other Wh?” s?l_ec'“”g_ S_UPP“erS for co-mponenf(s.arjt.! raw mate"'al_s based on 'Fhese
HUMan ReSOUrces «« -« xx=x«- 79 issues in advance along with reducing environmental impact. sustainability policies, Honda confirms their initiatives on Quality, Cost, Delivery,
If a supplier fails to follow the Guidelines, Honda immediately receives a report from Development and Environment (QCDDE), human rights, labor, safety, compliance, risk,
> Suoply Chai 9 the supplier and works to prevent a recurrence by requesting them to analyze the cause protection of information and other aspects to determine the best and most sustainable
upply Chain ++==rrerrransss

supplier.

“Honda Supplier CSR
Guidelines”

“Honda Green Purchasing

PDF Guidelines”

PDF

» http://world.honda.com/sustainability/
supply-chain/pdf/csr-guideline.pdf

» http://world.honda.com/sustainability/
supply-chain/pdf/green-guideline.pdf

Strengthened QCDD>

Expanded and
strengthened global QCDD

Launched full-scale
environmental initiatives

> Strengthened overall sustainability >

1950s 1960s 1990s 2000s

2010s

(
)
® Established Purchasing Belief

and Three Purchasing
Principles

supply chain

® |ssued Honda Green Purchasing
Guidelines (2001)

@ |ssued Honda Supplier CSR Guidelines (2010)

® Revised Honda Green Purchasing Guidelines (2011)
Explicitly stated environmental initiatives as a category
for evaluation of suppliers

@ Revised Honda Supplier CSR Guidelines (Japan, 2013)
Added content on handling of conflict minerals

® |ssued Automotive Industry Guidelines to Enhance
Sustainability Performance in the Supply Chain
(North America, 2014)

@ |ssued CSR Guidelines in other regions (2015)

® Revised the Purchasing Belief, the Three Purchasing
Principles and the Purchasing Code of Conduct (2015)
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Purchasmg System International Purchasing Conference
safety ..................... 56 i . i i . i X
Honda conducts business in six regions worldwide and has respectively established The International Purchasing Conference, attended by the Chief Officers of Regional
) purchasing functions. In line with Honda's corporate philosophy of “building products Operations and Purchasing Operations, is held in six regions worldwide in order to
Quality «=rrerrrrereeees 65 close to the customer,” each region is encouraged to source locally. The rate of local strengthen the links between regional business direction and purchasing direction.
procurement in the United States, Honda's largest production base, reaches 80% for
Human Resources «««===-=--" 79 major global models. Global Correlation Meeting
Purchasing Operations, which supervises the global function overall, is located
inJ , idi - i l and -busi dinati d pl i . N . .
» Supply Chain ==r==rrerreenne 96 N “apan, providing cross-=regiona’ and cross-business coordination and pranning The Global Correlation Meeting is held once a year with management-level associates

Basic Approach

Basic Approach to Logistics

Global Management of Logistics
Logistics Initiatives

Basic Approach to Purchasing
Global Management of Purchasing

Purchasing Initiatives

sustainability policies and goals. In FY2017, the Company established the Sustainability
Management Department, Purchasing Planning Division, as a department dedicated to
reinforcing and accelerating sustainability initiatives.

In addition, Meetings of the International Purchasing Conference, the Global Correlation
Meeting, the Six Region Sustainability Purchasing Meeting and other gatherings are
held regularly, and the PDCA cycle is implemented on a global scale by promoting
collaboration between Purchasing Operations and each of the regional and business
operations.

Six Region Sustainability
Purchasing Meeting

Global meeting structure

from purchasing and each Regional Operation with the objectives of confirming,
discussing and examining Honda's medium- and long-term direction with regard to
purchasing activities on a global level and the initiatives in each region. In FY2018, the
Global Correlation Meeting was held in Japan to coordinate the direction of sustainability
initiatives.

Six Region Sustainability Purchasing Meeting

The Six Region Environmental Purchasing Meeting had been held since 2011 in order
to strengthen initiatives aimed at a low-carbon society across the global supply chain.
This meeting was composed of working level staff from six regions. It discussed and
coordinated policies and methods of reducing CO2 together with suppliers in each region
worldwide.

In FY2017, Honda added human rights and compliance initiatives and transformed the
meeting into the Six Region Sustainability Purchasing Meeting.

Regional distribution of purchasing volume

International Purchasing Conference
(Coordination of regional business
and purchasing strategy)

North Purchasing Japan

Global Correlation Meeting
(Purchasing policy and
initiatives discussion)

America ;
000 I Operations I 000

eBuying

o Development

GEngineering

Six Region Sustainability
Purchasing Meeting
(Coordination of implementation measures)

Chief Officer of China  26% Japan 19%
Regional Operations
Chief Officer of
Purchasing Operations
Asia & North
Mana;]gement-levgl ‘ Oceania America
purchasing associates 17% 34%
Working-level staff A SOlf'th
merica
Europe 2% ‘ ‘ 1%
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Suppllers Sltes In order to increase the effectiveness of reductions in environmental impacts in the
ly chain, Honda has b ing th tablish t of tem for the int ted
Quality r==rrerrreerrreneanes 65 In the Honda Global Environmental Purchasing Vision, the Company has adopted supply chain, Honda has been p.ursul.ng € es.a .IS ment of a .Sys er.n orne in egra-e
N . . " . management of data on reductions in CO2 emissions at suppliers since FY2012, which
the concept of coexisting in shared prosperity with local communities by reducing L
. . . , . o commenced full-scale operation in FY2015.
environmental impact together with Honda's suppliers worldwide in its component . . . . . . .
Human Resources ====x=x==-" 79 . Honda is using this system to share reduction targets (reduce CO2 emissions intensity
procurement operations. by 1% per year) and progress status and to implement the PDCA cycle with suppliers
Based on this vision, the Company formulated the Honda Green Purchasing Guidelines, w):)rldwpi'de Y preg P Y PP
> Supply Chain ===r==r=rreree- 96 which forms the policy, and the Environmental Purchasing Grand Design, which shows :

Basic Approach

Basic Approach to Logistics
Global Management of Logistics
Logistics Initiatives

Basic Approach to Purchasing
Global Management of Purchasing

Purchasing Initiatives

the steps toward the Company’s priority of attaining a low-carbon society.
Honda shares the guidelines and the grand design with suppliers in each region and
works to realize a low-carbon supply chain.

Performance of reducing environmental impact index of CO2 emissions/
water use/waste generation per unit of production

100 @®C02 OWater O Waste

100
92 92 93
85
80
71
68
60
0 9
base year 2014 2015 2016 2017 2018 (FY)

*C02: FY2001, Water/Waste: FY2009
*Scope of data: all consolidated tier 1 suppliers in Japan

supply chain

As of 2017, approximately 1,700 companies, equating to more than 80% of purchasing
value on a global level, are using the system.

Going forward, the Company will comprehensively analyze data to assist in activities to
reduce CO2 at suppliers.

Initiatives to Reduce Environmental Impact in the Supply Chain

Honda promotes initiatives to reduce environmental impact in each region together with
suppliers, notably efforts to reduce CO2 and ensure the efficient use of resources.

To reduce CO2, Honda has been undertaking the Energy Conservation Caravan, which
started in Japan in 2009, in various regions. This activity proposes energy conservation
measures and supports the establishment of a structure for these initiatives by visiting
supplier production sites. Honda also makes efforts to analyze CO2 data from suppliers
and provide each with individualized feedback, noting areas of weaknesses and progress
in achieving reductions. This program started in Japan and will be expanded to other
regions going forward.

To ensure efficient use of resources, Honda will consecutively start an initiative in
FY2019 concerning the management of water and waste targets (maintain or reduce
consumption/emission intensities compared with FY2018 levels) for the Group company’s
suppliers.
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Chemical Substance Management Requiring Legal Compliance from Suppliers
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v The Company issued the Honda Chemical Substance Management Standard, which aims Honda seeks to strengthen sustainability, including compliance, throughout the supply
) to ensure that all the components that make up Honda products comply with laws and chain. It concludes basic agreements on component procurement that specify areas of
Quality =rererrrrmrreee 65 regulations and to reduce their impact on the global environment and ecosystem. Honda attention such as safety, disaster prevention, environmental preservation and protection
requests suppliers around the world to establish a structure for managing chemical of resources along with compliance with each country’s laws and regulations in
Human Resources *+=++=+==== 79 substances that meets the standard and to submit a conformity declaration to assure conducting business.
the supply of components that meet the standard. The Company also uses an industry In 2015 Honda also added provisions concerning bribery prevention to basic agreements
> Supply Chain =« srseererens 9% standard management system for data on specific chemicals contained in components, and is working to strengthen its worldwide efforts to prevent bribery.

Basic Approach

Basic Approach to Logistics
Global Management of Logistics
Logistics Initiatives

Basic Approach to Purchasing
Global Management of Purchasing

Purchasing Initiatives

which are evaluated prior to commencing mass production.

Measures to Counter Procurement Risk

Honda views all phenomena that can impact production, such as natural disasters, fires,
financial issues and labor issues within the supply chain, as risks for the procurement
of components and materials, and works to reduce them and to prevent the spread of
any impact when they materialize. For example, Honda defines all components and raw
materials that are dependent on production at one facility as Mission-Critical Parts, and
inspections and countermeasures are continually implemented around the world.

Honda began operating a procurement risk management system with suppliers in
Japan in December 2014. Through the operation of this system, the Company established
structures to assess damage and identify the impact on production at suppliers in a
short time after the occurrence of a major disaster.

Honda also performs once-yearly evaluations based on supplier surveys in order to
minimize financial risk. In addition, the Company checks risk every month by referring to
information from third-party organizations.

supply chain
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Honda distributed a checklist to suppliers requesting independent inspection in order to High risk Written On-site Improvement
) confirm the status of initiatives relative to guidelines. identified investigation investigation activities
Quality =rererrrrmrreee 65 Honda introduced a third-party audit in Japan in 2016 for suppliers with large business
volume and significant influences on the Company in line with rising expectations *Location Confirm status of *Confirm site/ *Issue an improvement plan
. . . e . . -Results of initiatives materials and a report on results
Human Resources *+=++=+==== 79 worldwide to fulfill corporate social responsibility that also includes the supply chain. celf-assessment -Provide feedback .Conduct interviews Follow up until improvements
Going forward, Honda will expand the initiative to high-risk suppliers where there is “Transaction amount made
> Supply Chain =« srseererens 9% higher potential for issues or the impact on the Company may be great in case a problem -Transaction result
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did arise, based on the flow diagram indicated on the right.
The audit comprises two phases, a written investigation and an on-site investigation.
For the written investigation, Honda conducts the following three measures for
targeted suppliers.

Distributes an audit check sheet based on international standards
Confirms the status of sustainability activities
Provides feedback on the results of analysis

The audit check sheet sets broad categories for evaluation that include the
environment, compliance and information disclosure in addition to human rights and
labor matters, such as child labor and forced labor, in an effort to verify supplier activities.

Next, in the on-site investigation, persons in charge from Honda and an auditing
company visit a supplier’s office to conduct interviews and prepare reports in light of
the findings of the written investigation. The status of sustainability initiatives is also
examined together with the supplier after confirming actual production processes and
related facilities.

For items requiring improvement, an improvement plan and a report on results are
issued. A follow-up investigation is employed if needed to confirm that the PDCA cycle
for the improvement plan is up and running and that it is linked to ongoing improvement
activities.

Going forward, Honda will expand application of third-party audits in cooperation with
overseas purchasing sites.

There were no instances of issues bearing significant risk in FY2018.

supply chain
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Instruction and Training for Associates Collaboration with Industry Groups and
safet ..................... 56 .
y To ensure that every associate involved in Honda's purchasing operations promotes Suppllers
honest and fair initiatives, Honda has prepared manuals and personnel development . . o . . .
Quality *r=srrmrrrmeraens 65 programs in each region. Honda is striving to strengthen sustainability across the entire supply chain through this
For example, in North America Honda takes up various topics through seminars kind of collaborative capacity building between the automotive industry and its suppliers.
Human Resources *+=++=+==== 79 e-learning and on-the-job training (0JT). In its Basic Training Course, the Company . .
shares its approach in such areas as the selection of suppliers and initiatives to Collaboration with Industry Groups
> Supply Chain == rsrrseererens 9% strengthen QCDDE. Honda's Building Business Relations training emphasizes the
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Logistics Initiatives
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importance of the Company’s code of conduct, legal compliance and confidentiality in
developing positive long-term relationships with suppliers.

In this way, Honda has developed programs worldwide that incorporate the cultural
and social background of each region in addition to basic knowledge about purchasing
operations to provide instruction for all purchasing associates.

HONDA

The Power of Dreams

Presentation of Sustainability Award to

Presentation of Sustainability Award to
Sumitomo Rubber Industries, Ltd. in Japan  Axalta Coating Systems Ltd. in North America

supply chain

Honda North America Inc., Honda's U.S. subsidiary, participates in four of the work
groups established by the Automotive Industry Action Group (AIAG) to strengthen
sustainability in the supply chain: the Conflict Minerals Work Group, the Working
Conditions Work Group, the GHG Work Group and the Chemical Management Work
Group. The Working Conditions Work Group, which Honda co-chairs, promotes training
for suppliers. Since 2012, following upon its initiative in North America, the Work Group
has been offering training sessions on corporate ethics, environmental regulations, the
working environment, human rights and other topics for tier 1 and sub-tier suppliers in
China and Mexico.

Dialogue with Suppliers

In March 2016, Honda convened a Sustainability Briefing Session, where it shared
current social trends and provided feedback on the results of inspections at business
partners in accordance with the Honda Supplier CSR Guidelines.

Honda also regularly holds conferences around the world to share with suppliers
the direction of its business and the substance of its initiatives. In FY2018, meetings
were held in 30 locations around the world. At regional conferences, Honda presented
Supplier Awards to recognize those suppliers who have achieved outstanding results in
each aspect of QCDDE.

In Japan, Honda has held annual Suppliers Conferences since 1974. Senior
management from 328 suppliers attended the conference held in January 2018. At the
conference, Honda explained both company-wide policies and purchasing policies for
the motorcycle, automobile and power products businesses. In FY2018, Honda started
presenting the Sustainability Awards to those suppliers making outstanding efforts in all
areas concerning environmental, social and governance (ESG) aspects. The award is an
extension of the former Environment Awards that focused on greenhouse gases (GHG)
by also including social and governance aspects.

In the North American region, Honda presents the Sustainability Award to suppliers
who made the greatest contributions in social areas such as compliance, safety and
health, community activities, the environment, diversity and human rights.
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To disclose environmental data in a more transparent and reliable
manner to our diverse stakeholders, Honda obtained the independent
practitioner’'s assurance of the environmental data indicated with {A for Deloitte
the year ended March 31, 2018 in the Japanese version of this report SO+ =9 “
by Deloitte Tohmatsu Sustainability Co., Ltd., a subsidiary of Deloitte (TRANSLATION)

Touche Tohmatsu LLC, which is a member firm of Deloitte Touche . '
Tohmatsu Limited.

Independent Practitioner’s Assurance Report

June 15,2018

Mr. Takshiro Hachigo,

President and Representative Director

Scope of Assurance Honda Motor Co., Lid.
Masahiko Sugiyama
Representative Director
Environmental data for the year ended March 31, 2018 from Honda Deloitt Tohmatsu Sustainability Co., Ltd.
Motor Co., Ltd. and 441 consolidated and affiliated companies in Japan 3-3-1, Marunouchi, Chiyoda-ku, Takyo

and overseas (as at December 31, 2017) (= p. 50-53).

We have undertaken a limited assurance engagement of the environmental data with & for the %ur ended March 31,
2018 (the “Environmental Data™)  included in the “Honda SUSTAINABILITY REPORT 2018” (the “Report™) of
. mental Daia®)  ine)
Environmental data assured: Honds Motor Co., Lid. (the "Company”)
i issi i iviti i isgi The Company's Responsibility
Direct emissions from business aCtI.VItIIES (Scope 1), Indirect emissions The g‘r.)rdn?,yany lizsjmsiﬁ:forﬁuprcpmﬁwofﬂf Environmental Data in accordance with the caleulation and
from energy use (Scope 2) and Emissions from customer use of sold reporting standard adopted by the Company [the Report P 5053,] Gmhousc[g: quanti is subject to
, L. nt uncertainty for reasons such as mcomplete scientific knowledge used to determine emissions fuctors and
products (Scope 3, category 11) out of Honda's total GHG emissions. numerical data needled to combine emissians of different gases.
GHG emissions (direct emissions (Scope 1), Indirect emissions (Scope Our Independence and Quality Control ) )
2), Total emissi (s 1 d2) E . (Di We have complied with the independence and other cthical rc?.uin.-mmis of the Code of Fthics for Professional
, ions (Scopel an , Energy consumption (Direct Accountants issued by the Tnternational lemmmBmamAmmwg&mﬂmgum?d on t'u]ndﬂmml
H H : inciples of integrity, objectivity, professional competence ue care, confidentiality and professional avior.
energy consumption, Indirect energy consumption and Total energy Wapﬁ’z‘"mmﬂ's%d‘dﬁﬁ‘%mymm& he%%g‘m'"[ﬁfi"'}mrmP?,?E";'&’zﬁmf“ﬁ"dmmaf
i i Financied Statements, g UrarHce G e rvices L ments, cordingly mainain a
consumptlon), Water use/ Wastewater volume, Atmospheric pollutants comprehensive system of quality control including documented policics and procedures regarding compliance with
(SOx emissions, NOx emissions), Waste generated. ethical requirements, professional standards and applicable legal and regulatory requirements.

ity is to express a limited assurance conclusion on the Environmental Data based on the procedures
we have performed and the evidence we have obtained. We conducted our Jimited assurance engagement in
accordance with the International Standard on Assurance Engagements (“ISAE") 3000, dsswance Engagements
Other than Audits or Reviews u{ Hhstorical Financied Information, issued by the [nfemational Auditing and Assurance
Standards Board (“IAASB™), ISAE 3410, Asswrance Engugements on Greenhouse Gas Slatements, issued by the
IAASB and the Practical Guideline for the Assurance of Sustainability biformation, issued by the Japanese
Association of Assurance Organizations for Sustainability Information.
The procedures we performed were based on our professional judgment and included inquirics, observation of
processes performed, inspection of documents, analyneal procedures, evaluating the ﬂp}?lmpﬁmmcss of quantification
methods and reporting policies, and agresing or reconeiling with underlying records. These procedures also included

the fallowing:
+Evalvating whether the Company’s methads for estimates are a) ate and had been consistently applied.
However; our procedures did not include testing the data on which the estimates are based or reperforming the
estimates.

+Undertaking site visits to assess the completeness of the data, data collection methods, source data and relevant
assumptions applicable to the sites.

The procedures performed in a limited assurance engagement vary in nature and timing from, and are less in extent
than for, a reasonable assurance engagemertt. Conaociw‘:,nﬂy. mc%vcl of assurance obtained in a limited assurance
engagement is substantially lower than the assurance that would have been obtained had we performed a reasonable
assurance engagement.

Limited Assurance Conclusion
Based on the procedures we have performed and the evidence we have oblained, nothing has come 1o our attention
that causes us 0 believe that the Company's Envirenmental Data is not prepared, in all material respects, in
accordance with the calculation and reporiing standard adopted by the Company.

The above represents a franslation, for convenience only, of the original Independent F ioner’s A report issued in
the Japanese language.

Member of
Deloitte Touche Tohmatsu Limited
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GRI 101: Foundation 2016
General Disclosures

GRI 102: General Disclosures 2016

Organizational profile

102-1 Name of the organization 9

102-2 Activities, brands, products, and services 6,7,9

102-3 Location of headquarters 29

102-4 Location of operations 9,10

102-5 Ownership and legal form 9

102-6 Markets served 9,10

102-7 Scale of the organization 911
2018 Form 20-F
1,2,8,9,10,11,12,29,30,31,F-6,F-37,F-38

102-8 Information on employees and other workers 93

102-9 Supply chain 97,105

102-10 Significant changes to the organization and its supply chain 2

102-11 Precautionary Principle or approach 2

102-12 Externalinitiatives 19

102-13 Membership of associations 19,32,86

Strategy

102-14 Statement from senior decision-maker 3

102-15 Key impacts, risks, and opportunities 13,14,15,16,20,21,22,33,34,39,40,41,

42,57,66,80,97

Ethics and integrity

102-16 Values, principles, standards, and norms of behavior 4,13,14,15,16,30
102-17 Mechanisms for advice and concerns about ethics 31
Governance
102-18 Governance structure 17,24,25,26,27,28,29
102-19 Delegating authority 17
102-20 Executive-level responsibility for economic, environmental, 17
and social topics
102-21 Consulting stakeholders on economic, environmental, and 17
social topics
102-22 Composition of the highest governance body and its 24,25,26,27,28,29
committees
102-23 Chair of the highest governance body 24,25,26,27,28,29

GRI content index
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102-24 Nominating and selecting the highest governance body

24,25,26,27,28,29

Honda Corporate Governance Basic
Policies http://world.honda.com/
investors/policy/governance.html

102-25 Conflicts of interest

24,25,26,27,28,29

Honda Corporate Governance Basic
Policies http://world.honda.com/
investors/policy/governance.html

102-26 Role of highest governance body in setting purpose, values, 17
and strategy
102-27 Collective knowledge of highest governance body 17
102-28 Evaluating the highest governance body's performance 17
102-29 Identifying and managing economic, environmental, and 17
social impacts
102-30 Effectiveness of risk management processes 17
102-31 Review of economic, environmental, and social topics 17
102-32 Highest governance body’s role in sustainability reporting 17
102-33 Communicating critical concerns 17,24
102-34 Nature and total number of critical concerns - Nature and total number of critical This information is subject to This information is confidential.
concerns specific confidentiality constraints.
102-35 Remuneration policies 27

Honda Corporate Governance Basic
Policies http://world.honda.com/
investors/policy/governance.html

102-36 Process for determining remuneration

27

Honda Corporate Governance Basic
Policies http://world.honda.com/
investors/policy/governance.html

102-37 Stakeholders involvement in remuneration

27

Honda Corporate Governance Basic
Policies http://world.honda.com/
investors/policy/governance.html

102-38 Annual total compensation ratio

27

Honda Corporate Governance Basic
Policies http://world.honda.com/
investors/policy/governance.html

102-39 Percentage increase in annual total compensation ratio

27

Honda Corporate Governance Basic
Policies http://world.honda.com/
investors/policy/governance.html
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Stakeholder engagement

102-40 List of stakeholder groups 18

102-41 Collective bargaining agreements 2018 Form 20-F 81,82

102-42 Identifying and selecting stakeholders 18

102-43 Approach to stakeholder engagement 18

102-44 Key topics and concerns raised 18

Reporting practice

102-45 Entities included in the consolidated financial statements 13,14,15,16,17

102-46 Defining report content and topic Boundaries 13,14,15,16,17

102-47 List of material topics 2,913,14,15,16,17

102-48 Restatements of information 13,14,15,16,17

102-49 Changesin reporting 13,14,15,16,17

102-50 Reporting period 2

102-51 Date of most recent report 2

102-52 Reporting cycle 2

102-53 Contact point for questions regarding the report 2

102-54 Claims of reporting in accordance with the GRI Standards 2

102-55 GRI content index 112,113,114,115,116,117,118,119,120,
121,122,123

102-56 External assurance m

GRI content index
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GRI 200 Economic Standard Series

Material Topics

Economic Performance

GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16
103-2 The management approach and its components 16
103-3 Evaluation of the management approach 16
GRI 201: Economic Performance 2016 201-1 Direct economic value generated and distributed 1"
201-2 Financial implications and other risks and opportunities due 40,43
to climate change
201-3 Defined benefit plan obligations and other retirement plans 2018 Form 20-F
F-43,F-44,F-45,F-46,F-47,F-48
201-4 Financial assistance received from government - Financial assistance received from  This information is currently We will consider improving our
government unavailable. information disclosure using
GRI Standards with a view to
completing this by the time we
publish our 2020 Sustainability
Report.
Market Presence
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16
103-2 The management approach and its components 16
103-3 Evaluation of the management approach 16
GRI 202: Market Presence 2016 202-1 Ratios of standard entry level wage by gender compared to 95
local minimum wage
202-2 Proportion of senior management hired from the local 93
community
Indirect Economic Impacts
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16
103-2 The management approach and its components 16
103-3 Evaluation of the management approach 16
GRI 203: Indirect Economic Impacts 203-1 Infrastructure investments and services supported 41
20k 203-2 Significant indirect economic impacts 9,105
Procurement Practices
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16
103-2 The management approach and its components 16
103-3 Evaluation of the management approach 16
GRI 204: Procurement Practices 2016 204-1 Proportion of spending on local suppliers 105

GRI content index
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Anti-corruption
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16,30
103-2 The management approach and its components 16,30
103-3 Evaluation of the management approach 16,30
GRI 205: Anti-corruption 2016 205-1 Operations assessed for risks related to corruption 31
205-2 Communication and training about anti-corruption policies 31
and procedures
205-3 Confirmed incidents of corruption and actions taken 31
Anti-competitive Behavior
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16,30
103-2 The management approach and its components 16,30
103-3 Evaluation of the management approach 16,30

GRI 206: Anti-competitive Behavior 2016 206-1 Legal actions for anti-competitive behavior, anti-trust, and 32
monopoly practices

GRI 300 Environmental Standards Series

Materials
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16,37,38,39,40,42
103-2 The management approach and its components 16,37,38,39,40,42
103-3 Evaluation of the management approach 16,37,38,39,40,42
GRI 301: Materials 2016 301-1 Materials used by weight or volume - Materials used by weight or volume  This information is currently We will consider improving our
unavailable. information disclosure using
GRI Standards with a view to
completing this by the time we
publish our 2020 Sustainability
Report.
301-2 Recycled input materials used - Recycled input materials used This information is currently We will consider improving our
unavailable. information disclosure using
GRI Standards with a view to
completing this by the time we
publish our 2020 Sustainability
Report.
301-3 Reclaimed products and their packaging materials 46
Energy
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16,37,38,39,40,42
103-2 The management approach and its components 16,37,38,39,40,42
103-3 Evaluation of the management approach 16,37,38,39,40,42
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GRI 302: Energy 2016 302-1 Energy consumption within the organization 51
302-2 Energy consumption outside of the organization 51
302-3 Energy intensity - Energy intensity This information is currently We are proceeding with
unavailable. ascertaining per unit energy
consumption by business content
for motorcycles, automobiles,
and power products with the
aim of disclosure in the 2019
Sustainability Report.
302-4 Reduction of energy consumption 51
302-5 Reductions in energy requirements of products and services 43,44,49,50,54,55
Water
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16,37,38,39,40,42
103-2 The management approach and its components 16,37,38,39,40,42
103-3 Evaluation of the management approach 16,37,38,39,40,42
GRI 303: Water 2016 303-1 Water withdrawal by source 52
303-2 Water sources significantly affected by withdrawal of water 42,47
303-3 Water recycled and reused 42,47
Biodiversity
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16,37,38,39,40,48
103-2 The management approach and its components 16,37,38,39,40,48
103-3 Evaluation of the management approach 16,37,38,39,40,48
GRI 304: Biodiversity 2016 304-1 Operational sites owned, leased, managed in, or adjacent to, 48
protected areas and areas of high biodiversity value outside
protected areas
304-2 Significant impacts of activities, products, and services on 48
biodiversity
304-3 Habitats protected or restored - Habitats protected or restored This information is currently We will consider improving our
unavailable. information disclosure using
GRI Standards with a view to
completing this by the time we
publish our 2020 Sustainability
Report.
304-4 IUCN Red List species and national conservation list species 48
with habitats in areas affected by operations
Emissions
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 16,37,38,39,40,42,43,44,46,47
103-2 The management approach and its components 16,37,38,39,40,42,43,44,46,47
103-3 Evaluation of the management approach 16,37,38,39,40,42,43,44,46,47
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GRI 305: Emissions 2016 305-1 Direct (Scope 1) GHG emissions 49,50
305-2 Energy indirect (Scope 2) GHG emissions 49,50
305-3 Other indirect (Scope 3) GHG emissions 49,50
305-4 GHG emissions intensity 45
305-5 Reduction of GHG emissions 49,50,51
305-6 Emissions of ozone-depleting substances (0DS) 46
305-7 Nitrogen oxides (NOX), sulfur oxides (SOX), and other 53

significant air emissions

Effluents and Waste

GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 37,38,39,40,42,46,47
103-2 The management approach and its components 37,38,39,40,42,46,47
103-3 Evaluation of the management approach 37,38,39,40,42,46,47

GRI 306: Effluents and Waste 2016 306-1 Water discharge by quality and destination 53
306-2 Waste by type and disposal method 53
306-3 Significant spills 38
306-4  Transport of hazardous waste 47
306-5 Water bodies affected by water discharges and/or runoff 47,48

Environmental Compliance

GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 37,38,39,40,42
103-2 The management approach and its components 37,38,39,40,42
103-3 Evaluation of the management approach 37,38,39,40,42

GRI 307: Environmental Compliance 307-1 Non-compliance with environmental laws and regulations 38

2016

Supplier Environmental Assessment

GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 97,103
103-2 The management approach and its components 97,103
103-3 Evaluation of the management approach 97,103

GRI 308: Supplier Environmental 308-1 New suppliers that were screened using environmental 104

Assessment 2016 criteria
308-2 Negative environmental impacts in the supply chain and 103,106,107,108

actions taken

Rl content index

Honda SUSTAINABILITY REPORT 2018

118



102-55 S «»

Contents ggil::;ial Top Message lF"l:inlg:ophy g:::’\:ew of Strategy Governance ::;foorrtmance n Egﬁ\fﬁé??zga’glt:dex
Omission
GRI Standard Disclosure Page number(s) and/or URL(s) Part omitted Reason Explanation
Employment
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80,81,82
103-2 The management approach and its components 80,81,82
103-3 Evaluation of the management approach 80,81,82
GRI 401: Employment 2016 401-1 New employee hires and employee turnover 93
401-2 Benefits provided to full-time employees that are not 88
provided to temporary or part-time employees
401-3 Parental leave 87,94
Labor/Management Relations
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80,81,82
103-2 The management approach and its components 80,81,82
103-3 Evaluation of the management approach 80,81,82
GRI 402: Labor/Management Relations ~ 402-1 Minimum notice periods regarding operational changes 89
2016
Occupational Health and Safety
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80,81,82
103-2 The management approach and its components 80,81,82
103-3 Evaluation of the management approach 80,81,82
GRI 403: Occupational Health and Safety 403-1 Workers representation in formal joint management-worker 2018 Form 20-F 81,82
2016 health and safety committees
403-2 Types of injury and rates of injury, occupational diseases, 89,95
lost days, and absenteeism, and number of work-related
fatalities

403-3 Workers with high incidence or high risk of diseases related 89,95
to their occupation

403-4 Health and safety topics covered in formal agreements with 91,92
trade unions

Training and Education

GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80,81,82
103-2 The management approach and its components 80,81,82
103-3 Evaluation of the management approach 80,81,82
GRI 404: Training and Education 2016 404-1 Average hours of training per year per employee 83,93
404-2 Programs for upgrading employee skills and transition 81,82,83,84,86,87

assistance programs

404-3 Percentage of employees receiving regular performance and 88,95
career development reviews
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Diversity and Equal Opportunity

GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80,81,82,86
103-2 The management approach and its components 80,81,82,86
103-3 Evaluation of the management approach 80,81,82,86
GRI 405: Diversity and Equal Opportunity 405-1 Diversity of governance bodies and employees 24,35,86,87,93
2018 405-2 Ratio of basic salary and remuneration of women to men 88,95
Non-discrimination
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 30,31,32,80
103-2 The management approach and its components 30,31,32,80
103-3 Evaluation of the management approach 30,31,32,80
GRI 406: Non-discrimination 2016 406-1 Incidents of discrimination and corrective actions taken 31,32
Freedom of Association and Collective Bargaining
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80,97,103
103-2 The management approach and its components 80,97,103
103-3 Evaluation of the management approach 80,97,103
GRI 407: Freedom of Association and 407-1 Operations and suppliers in which the right to freedom of 89,104,106,107,108,109
Collective Bargaining 2016 association and collective bargaining may be at risk
Child Labor
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80,97,103
103-2 The management approach and its components 80,97,103
103-3 Evaluation of the management approach 80,97,103
GRI 408: Child Labor 2016 408-1 Operations and suppliers at significant risk for incidents of 104
child labor
Forced or Compulsory Labor
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80,97,103
103-2 The management approach and its components 80,97,103
103-3 Evaluation of the management approach 80,97,103
GRI 409: Forced or Compulsory Labor 409-1 Operations and suppliers at significant risk for incidents of 104
2016 forced or compulsory labor
Security Practices
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80
103-2 The management approach and its components 80
103-3 Evaluation of the management approach 80
GRI 410: Security Practices 2016 410-1 Security personnel trained in human rights policies or 85,93

procedures
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Rights of Indigenous Peoples

GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80
103-2 The management approach and its components 80
103-3 Evaluation of the management approach 80
GRI 411: Rights of Indigenous Peoples 4111 Incidents of violations involving rights of indigenous peoples - Incidents of violations involving This indicator is not applicable. This aspect is not reported because
2016 rights of indigenous peoples priority is given to other human
rights issues.
Human Rights Assessment
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 80,81,82,103,104
103-2 The management approach and its components 80,81,82,103,104
103-3 Evaluation of the management approach 80,81,82,103,104
GRI 412: Human Rights Assessment 412-1 Operations that have been subject to human rights reviews 85,93
2016 or impact assessments
412-2 Employee training on human rights policies or procedures 104
412-3 Significant investment agreements and contracts that 85
include human rights clauses or that underwent human
rights screening
Local Communities
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 18,37
https://global.honda/about/
sustainability/community.html
103-2 The management approach and its components 18,37
https://global.honda/about/
sustainability/community.html
103-3 Evaluation of the management approach 18,37
https://global.honda/about/
sustainability/community.html
GRI 413: Local Communities 2016 413-1 Operations with local community engagement, impact 18
assessments, and development programs https://global.honda/about/
sustainability/community.html
413-2 Operations with significant actual and potential negative 37

impacts on local communities

https://global.honda/about/
sustainability/community.html
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Supplier Social Assessment

GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 97,103
103-2 The management approach and its components 97,103
103-3 Evaluation of the management approach 97,103
GRI 414: Supplier Social Assessment 4141 New suppliers that were screened using social criteria 104
20k 414-2  Negative social impacts in the supply chain and actions taken 104,106,107,108,109
Public Policy
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 18,19
103-2 The management approach and its components 18,19
103-3 Evaluation of the management approach 18,19
GRI 415: Public Policy 2016 415-1 Political contributions 19
Customer Health and Safety
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 57,58,59,61,62,63,64,66
103-2 The management approach and its components 57,58,59,61,62,63,64,66
103-3 Evaluation of the management approach 57,58,59,61,62,63,64,66
GRI 416: Customer Health and Safety 416-1 Assessment of the health and safety impacts of productand 64
2016 service categories
416-2 Incidents of non-compliance concerning the health and 77
safety impacts of products and services
Marketing and Labeling
GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 30,37,38,39,40,42
103-2 The management approach and its components 30,37,38,39,40,42
103-3 Evaluation of the management approach 30,37,38,39,40,42
GRI 417: Marketing and Labeling 2016 417-1 Requirements for product and service information and 44
labeling
417-2 Incidents of non-compliance concerning product and service 44
information and labeling
417-3 Incidents of non-compliance concerning marketing 30,31,32

communications
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Customer Privacy

GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 33,34
103-2 The management approach and its components 33,34
103-3 Evaluation of the management approach 33,34

GRI 418: Customer Privacy 2016 418-1 Substantiated complaints concerning breaches of customer 34

privacy and losses of customer data
Socioeconomic Compliance

GRI 103: Management Approach 2016 103-1 Explanation of the material topic and its Boundary 30,31,32
103-2 The management approach and its components 30,31,32
103-3 Evaluation of the management approach 30,31,32

GRI 419: Socioeconomic Compliance 419-1 Non-compliance with laws and regulations in the social and 31

2016

economic area
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Operating and Financial Review

Sales Revenue

Honda's consolidated sales revenue for the fiscal year ended March 31,
2018, increased by ¥1,361.9 billion, or 9.7%, to ¥15,361.1 billion from
the fiscal year ended March 31, 2017, due mainly to increased sales
revenue in all business operations as well as positive foreign currency
translation effects. Honda estimates that by applying Japanese yen
exchange rates of the previous fiscal year to the current fiscal year,
sales revenue for the year would have increased by approximately
¥963.1 billion, or 6.9%, compared to the increase as reported of ¥1,361.9
billion, which includes positive foreign currency translation effects.

Operating Costs and Expenses

Operating costs and expenses increased by ¥1,369.0 billion, or 10.4%, to
¥14,527.5 billion from the previous fiscal year. Cost of sales increased
by ¥1,134.7 billion, or 10.4%, to ¥12,000.5 billion from the previous
fiscal year, due mainly to an increase in costs attributable to increased
consolidated sales revenue in all business operations, one-time gain from
pension plan amendments recognized in the previous fiscal year as well
as negative foreign currency effects. Selling, general and administrative
expenses increased by ¥173.9 billion, or 10.9%, to ¥1,775.1 billion from
the previous fiscal year, due mainly to the loss related to the settlement of
multidistrict class action litigation as well as one-time gain from pension
plan amendments recognized in the previous fiscal year. Research and
development expenses increased by ¥60.4 billion, or 8.7%, to ¥751.8
billion from the previous fiscal year, due mainly to one-time gain from
pension plan amendments recognized in the previous fiscal year.

Operating Profit

Operating profit decreased by ¥7.1 billion, or 0.9%, to ¥833.5 billion
from the previous fiscal year, due mainly to increased selling, general
and administrative expenses, the loss related to the settlement of
multidistrict class action litigation as well as one-time gain from
pension plan amendments recognized in the previous fiscal year, which
was partially offset by an increase in profit attributable to increased
sales revenue and model mix as well as continuing cost reduction.
Honda estimates that by excluding positive foreign currency effects of
approximately ¥21.9 billion, operating profit would have decreased by
approximately ¥29.0 billion.

financial data

With respect to the discussion above of the changes, management
identified factors and used what it believes to be a reasonable method
to analyze the respective changes in such factors. Management
analyzed changes in these factors at the levels of the Company and its
material consolidated subsidiaries. “Foreign currency effects” consist
of “translation adjustments”, which come from the translation of the
currency of foreign subsidiaries’ financial statements into Japanese
yen, and “foreign currency adjustments”, which result from foreign-
currency-denominated transaction. With respect to “foreign currency
adjustments”, management analyzed foreign currency adjustments
primarily related to the following currencies: U.S. dollar, Japanese yen
and others at the level of the Company and its material consolidated
subsidiaries. The estimates excluding the foreign currency effects are
not on the same base as Honda’'s consolidated financial statements, and
do not conform to IFRS. Furthermore, Honda does not believe that these
measures are substitute for the disclosure required by IFRS. However,
Honda believes that such estimates excluding the foreign currency
effects provide financial statements users with additional useful
information for understanding Honda's results.

Profit before Income Taxes

Profit before income taxes increased by ¥107.9 billion, or 10.7%, to
¥1,114.9 billion, due mainly to increased share of profit of investments
accounted for using the equity method. The main factors behind this
increase, except factors relating to operating profit, are as follows:

Share of profit of investments accounted for using the equity method
had a positive impact of ¥82.8 billion, due mainly to an increase in profit
attributable to increased sales revenue at affiliates and joint ventures in
Asia. Finance income and finance costs had a positive impact of ¥32.2
billion, due mainly to effect from gains or losses on derivatives.

Income Tax Expense

Income tax expense decreased by ¥341.2 billion to a credit of ¥13.6
billion from the previous fiscal year, due mainly to the impacts of
the enactment of the Tax Cuts and Jobs Act in the United States. The
average effective tax rate decreased 33.7 percentage points to -1.2%
from the previous fiscal year.

Profit for the Year

Profit for the year increased by ¥449.2 billion, or 66.1%, to ¥1,128.6
billion from the previous fiscal year, due mainly to the impacts of the
enactment of the Tax Cuts and Jobs Act in the United States.

Profit for the Year Attributable to Owners of the Parent

Profit for the year attributable to owners of the parent increased by
¥442.7 billion, or 71.8%, to ¥1,059.3 billion from the previous fiscal year.

Profit for the Year Attributable to Non-controlling Interests

Profit for the year attributable to non-controlling interests increased by
¥6.4 billion, or 10.3%, to ¥69.3 billion from the previous fiscal year.

Operating segments and geographic segments in financial data

Segment Principal products and services  Functions

Motorcycle Motorcycles, all-terrain
Business vehicles (ATVs), side-by-sides
(SxS) and relevant parts

Research and development,
Manufacturing, Sales and
related services

Automobile Automobiles and relevant parts  Research and development,
Business Manufacturing, Sales and
related services

Financial Financial services Retail loan and lease related
Services to Honda products, Others
Business

Power Product Power products and relevant
and Other parts, and others
Businesses

Research and development,
Manufacturing, Sales and
related services, Others

*Operating segments are defined as the components of Honda for which separate
financial information is available that is evaluated regularly by the chief operating
decision maker in deciding how to allocate resources and in assessing performance.
The accounting policies used for these reportable segments are consistent with the
accounting policies used in the Company's consolidated financial statements.

Area Major countries or regions

North America United States, Canada, Mexico

Europe United Kingdom, Germany, Belgium, Turkey, Italy

Asia Thailand, Indonesia, China, India, Vietnam

Other Regions Brazil, Australia

*Segmentation by country and region is based on geographical proximity.
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Motorcycle Business

Honda Group Unit Sales* (thousands)
FY17 FY18 Change %

Total 17,661 19,554 1,893 10.7
Japan 156 167 1 7.1
North America 294 313 19 6.5
Europe 217 234 17 7.8
Asia 15,937 17,720 1,783 11.2
Other Regions 1,057 1,120 63 6.0

Consolidated Unit Sales* (thousands)
FY17 FY18 Change %

Total 11,237 12,954 1,717 15.3
Japan 156 167 1 7.1
North America 294 313 19 6.5
Europe 217 234 17 7.8
Asia 9,513 11,120 1,607 16.9
Other Regions 1,057 1,120 63 6.0

*Honda Group Unit Sales is the total unit sales of completed products of Honda, its
consolidated subsidiaries and its affiliates and joint ventures accounted for using
the equity method. Consolidated Unit Sales is the total unit sales of completed
products corresponding to consolidated sales revenue to external customers,
which consists of unit sales of completed products of Honda and its consolidated
subsidiaries.

financial data

Total demand for motorcycles in Asia*' increased around 6% from
the previous year to approximately 42,300 thousand units in calendar
year 2017. Looking at market conditions by country, in calendar year
2017, demand in India increased about 8% from the previous year to
approximately 19,170 thousand units. Demand in China decreased
around 1% from the previous year to approximately 7,930 thousand
units. Demand in Indonesia increased around 2% from the previous year
to approximately 6,310 thousand units. Vietnam saw demand increase
around 5% from the previous year to approximately 3,260 thousand
units. Demand in Pakistan increased around 18% from the previous year
to approximately 1,960 thousand units. Demand in Thailand increased
around 4% from the previous year to approximately 1,810 thousand
units. Honda’'s consolidated unit sales in Asia increased 16.9% from the
previous fiscal year to 11,120 thousand units in fiscal year 2018. This
was due to brisk sales of scooter models such as the Activa in India and
the Vision in Vietnam, among other factors. Honda's consolidated unit
sales do not include sales by P.T. Astra Honda Motor in Indonesia, which
is accounted for using the equity method. P.T. Astra Honda Motor’s unit
sales for fiscal year 2018 increased around 0.4% from the previous
fiscal year to approximately 4,380 thousand units due mainly to an
increase in sales of the Scoopy model, despite decreases in sales of the
Vario series and other models.

Total demand for motorcycles in Brazil*?, the principal market
within Other Regions, decreased about 5% from the previous year
to approximately 810 thousand units in calendar year 2017. In Other
Regions (including South America, the Middle East, Africa, Oceania and
other areas), Honda's consolidated unit sales increased 6.0% from the
previous fiscal year to 1,120 thousand units in fiscal year 2018 due
mainly to an increase in Argentina, despite a decrease in Brazil.

*1 Based on Honda research. Only includes the following eight countries: Thailand,
Indonesia, Malaysia, the Philippines, Vietnam, India, Pakistan and China.

*2 Source: ABRACICLO (the Brazilian Association of Motorcycle, Moped, and Bicycle
Manufacturers)
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Automobile Business

Honda Group Unit Sales* (thousands)
FY17 FY18 Change %

Total 5,028 5,199 171 3.4
Japan 668 696 28 4.2
North America 1,970 1,902 (68) (3.5)
Europe 184 183 (1) (0.5)
Asia 1,964 2,166 202 10.3
Other Regions 242 252 10 4.1

Consolidated Unit Sales* (thousands)
FY17 FY18 Change %

Total 3,683 3,689 6 0.2
Japan 603 627 24 4.0
North America 1,970 1,902 (68) (3.5)
Europe 184 183 (1) (0.5)
Asia 684 725 41 6.0
Other Regions 242 252 10 4.1

*Honda Group Unit Sales is the total unit sales of completed products of Honda, its
consolidated subsidiaries and its affiliates and joint ventures accounted for using
the equity method. Consolidated Unit Sales is the total unit sales of completed
products corresponding to consolidated sales revenue to external customers,
which consists of unit sales of completed products of Honda and its consolidated
subsidiaries. Certain sales of automobiles that are financed with residual value
type auto loans by our Japanese finance subsidiaries and sold through our
consolidated subsidiaries are accounted for as operating leases in conformity with
IFRS and are not included in consolidated sales revenue to the external customers
in our Automobile business. Accordingly, they are not included in Consolidated Unit
Sales, but are included in Honda Group Unit Sales of our Automobile business.

financial data

Total demand for automobiles in Japan*! increased around 2% from
the previous fiscal year to approximately 5,190 thousand units in fiscal
year 2018. Honda's consolidated unit sales in Japan increased 4.0%
from the previous fiscal year to 627 thousand units*? in fiscal year 2018.
This was mainly due to the effect of a full model change of the N-BOX
model. Honda’'s unit production of automobiles in Japan increased 2.3%
from the previous fiscal year to 829 thousand units in fiscal year 2018.
This was mainly due to an increase in domestic sales volume, despite a
decrease in export volume.

Total industry demand for automobiles in the United States*3, the
principal market within North America, decreased around 2% from
the previous year to approximately 17,230 thousand units in calendar
year 2017. This result reflected decreased demand for passenger cars,
which offset a continued increase for light trucks due to the introduction
of new models. Under these conditions, Honda’'s consolidated unit
sales in North America decreased 3.5% from the previous fiscal year
to 1,902 thousand units in fiscal year 2018. This decrease was mainly
attributable to a decline in sales volume of passenger cars, which offset
an increase for the Pilot model. Honda manufactured 1,864 thousand
units in fiscal year 2018, a decrease of 3.7% from the previous fiscal
year. This decrease mainly reflected production adjustments following
a decrease in demand for passenger cars, which offset an increase for
light trucks.

Total demand for automobiles in Asia increased around 7% from the
previous year to approximately 7,950 thousand units*4 in calendar year
2017. This was mainly due to increases in demand in India and Thailand.
Total demand for automobiles in China increased about 3% from the
previous calendar year to approximately 28,870 thousand units*>. Honda's
consolidated unit sales in Asia increased 6.0% from the previous fiscal
year to 725 thousand units in fiscal year 2018. This increase was mainly
attributable to the effect of a full model change of the CR-V model in
Thailand and the new BR-V model in Pakistan, despite a decline in sales
in Indonesia. Honda's consolidated unit sales do not include unit sales
of Dongfeng Honda Automobile Co., Ltd. and GAC Honda Automobile
Co., Ltd., both of which are joint ventures accounted for using the equity
method in China. Unit sales in China increased 12.7% from the previous
fiscal year to 1,443 thousand units in fiscal year 2018. The increase was
mainly attributable to the effect of launching the new UR-V model and
brisk sales of the Avancier and Civic models. Honda's unit production
by consolidated subsidiaries in Asia increased 6.1% from the previous

fiscal year to 798 thousand units*¢ in fiscal year 2018. Meanwhile, unit
production by Chinese joint ventures Dongfeng Honda Automobile Co.,
Ltd. and GAC Honda Automobile Co., Ltd. increased 15.2% from the
previous fiscal year to 1,451 thousand units in fiscal year 2018.

*1 Source: JAMA (Japan Automobile Manufacturers Association), as measured by
the number of regular vehicle registrations (661cc or higher) and mini vehicles
(660cc or lower)

*2 Certain sales of automobiles that are financed with residual value type auto
loans by our Japanese finance subsidiaries and sold through our consolidated
subsidiaries are accounted for as operating leases in conformity with IFRS and are
not included in consolidated sales revenue to external customers in the Automobile
business. Accordingly, they are not included in consolidated unit sales.

*3 Source: Autodata

*4 The total is based on Honda research and includes the following eight countries:
Thailand, Indonesia, Malaysia, the Philippines, Vietnam, Taiwan, India and
Pakistan.

*5 Source: CAAM (China Association of Automobile Manufacturers)

*6 The total includes the following nine countries: China, Thailand, Indonesia,
Malaysia, the Philippines, Vietnam, Taiwan, India and Pakistan.
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Honda Group Unit Sales/Consolidated Unit Sales* (thousands)
FY17 FY18 Change %

Total 6,121 6,262 141 2.3
Japan 301 300 (1) (0.3)
North America 2,977 3,012 35 1.2
Europe 1,035 1,022 (13) (1.3)
Asia 1,430 1,512 82 5.7
Other Regions 378 416 38 10.1

*Honda Group Unit Sales is the total unit sales of completed products of Honda, its
consolidated subsidiaries and its affiliates and joint ventures accounted for using
the equity method. Consolidated Unit Sales is the total unit sales of completed
power products corresponding to consolidated sales revenue to external
customers, which consists of unit sales of completed power products of Honda and
its consolidated subsidiaries. In Power Product business, there is no discrepancy
between Honda Group Unit Sales and Consolidated Unit Sales since no affiliate
and joint venture accounted for using the equity method was involved in the sale of
Honda power products.

financial data

Honda's consolidated unit sales in North America increased 1.2% from
the previous fiscal year to 3,012 thousand units in fiscal year 2018
mainly attributable to an increase in sales of generators.

Honda’'s consolidated unit sales in Europe decreased 1.3% from the
previous fiscal year to 1,022 thousand units in fiscal year 2018 mainly
due to decreases in sales of lawnmowers and trimmers, despite an
increase in sales of OEM engines* and other factors.

Honda's consolidated unit sales in Asia increased 5.7% from the
previous fiscal year to 1,512 thousand units in fiscal year 2018. This
was mainly due to increases in sales of OEM engines and pumps.

*OEM (Original Equipment Manufacturer) engines: refers to engines installed on
products sold under a third-party brand.
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Consolidated Statements of Financial Position

Yen (millions)

March 31, 2017 and 2018

Yen (millions)

Assets 2017 2018 Liabilities and Equity 2017 2018
Current assets: Current liabilities:
Cash and cash equivalents ¥2,105,976 ¥2,256,488 Trade payables ¥1,183,344 ¥1,224,627
Trade receivables 764,026 800,463 Financing liabilities 2,786,928 2,917,261
Receivables from financial services 1,878,938 1,840,699 Accrued expenses 417,736 404,719
Other financial assets 149,427 213,177 Other financial liabilities 119,784 115,405
Inventories 1,364,130 1,523,455 Income taxes payable 45,507 53,595
Other current assets 292,970 291,006 Provisions 348,095 305,994
Total current assets 6,555,467 6,925,288 Other current liabilities 527,448 602,498
Total current liabilities 5,428,842 5,624,099
Non-current assets:
Investments accounted for using 597,262 679,517 Non-current liabilities:
the equity method Financing liabilities 4,022,190 3,881,749
Receivables from financial services 3,070,615 3,117,364 Oer Frandiel Febiiies 47,241 60,005
Other financial assets 364,612 436,555 Retirement benefit liabilities 494,131 404,401
Equipment on operating leases 4,104,663 4,088,133 Previdiens 248,935 220,625
Property, plant and equipment 3,200,378 3,062,433 Deferred tax liabilities 900,450 629,722
Intangible assets 778192 741,514 Other non-current liabilities 246,708 294,468
Deferred tax assets 121,509 129,338 Total non-current liabilities 5,959,655 5,490,970
Other non-current assets 165,425 169,022 Total liabilities 11,388,497 11,115,069
Total non-current assets 12,402,656 12,423,876
Total assets ¥18,958,123  ¥19,349,164 Equity:
Common stock 86,067 86,067
Capital surplus 171,118 171,118
Treasury stock (26,189) (113,271)
Retained earnings 6,712,894 7,611,332
Other components of equity 351,406 178,292
Equity attributable to owners of the parent 7,295,296 7,933,538
Non-controlling interests 274,330 300,557
Total equity 7,569,626 8,234,095

financial data

Total liabilities and equity

¥18,958,123  ¥19,349,164
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Consolidated Statements of Income
Years ended March 31, 2017 and 2018

Yen (millions)

Consolidated Statements of Cash Flows

Yen (millions)

Years ended March 31, 2017 and 2018

Yen (millions)

2017 2018 2017 2018 2017 2018
Sales revenue ¥13,999,200 ¥15,361,146 Cash flows from operating activities: Cash flows from investing activities:
Profit before income taxes ¥1,006,986 ¥1,114,973 Payments for additions to property, ¥ (494,132) ¥ (415,563)
Operating costs and expenses: Depreciation, amortization and 674,329 713,093 PN Q1G] CCJmeR:
Costi of seles (10,865,848)  (12,000,581) impairme_nt losses excluding equipment Payments f_or addjtions to and internally (143,320) (156,927)
) o . on operating leases developed intangible assets
Selling, general and administrative (1,601,212) (1,775,151)
Share of profit of investments accounted (164,793) (247,643) Proceeds from sales of property, 18,710 15,042
Research and development (691,429) (751,856) for using the equity method plant and equipment and intangible assets
Total operating costs and expenses (13,158,489)  (14,527,588) Finance income and finance costs, net (55,911) 13,218 Payments for acquisitions of subsidiaries, (2,835) —
Operating profit 840,711 833,558 Interest income and interest costs (119,953) (127,529) fetioficaEhlandicaElegUivalentelaeglited
Share of profit of investments accounted 164,793 247,643 from financial services, net Payments for acquisitions of investments (547) (2,450)
for using the equity method Changes in assets and liabilities accounted for using the equity method
Finance income and finance costs: Trade receivables 49217 (41,778) Proceeds from sales of investments 16,208 =
) ' ' accounted for using the equity method
ORI 32,389 41191 Inventories (72144)  (202916) o ot ° " X fyth 022400 IR
Interest expense (12,471) (12,970) ERIEIS ({21 EIEE IEREIES @ GdiE? ’ J
oth : P (18.436) 551 Trade payables 12,999 69,429 financial assets
er, ne , 0
. - . Accrued expenses 50,339 (2,700) Proceeds from sales and redemptions of 177,762 224,302
Total finance income and finance costs 1,482 33,772 Provisions and retirement benefit (252,837) (28,945) other financial assets
Profit before income taxes 1,006,986 1,114,973 liabilities Other. net _ 719
Income tax expense (327,592) 13,666 Receivables from financial services 40,525 (174,438) Net cash used in investing activities (650,618) (615,113)
Profit for the year ¥679,394 ¥1,128,639 Equipment on operating leases (435,503) (158,337) Cash flows from financing activities:
Other assets and liabilities 71,940 11.602 Proceeds from short-term financing 8,207,530 8,106,505
Profit for the year attributable to: Other, net 998 9,314 liabilities
Owners of the parent ¥616,569 ¥1,059,337 Dividends received 121,770 161,106 Repayments of short-term financing liabilities (8,129,295) (8,004,620)
Non-controlling interests 62,825 69,302 Interest received 220,947 245,095 Proceeds from long-term financing liabilities 1,902,448 1,689,596
Interest paid (99,607) (115,317) Repayments of long-term financing liabilities (1,622,603) (1,609,554)
Earnings per share attributable to owners Income taxes paid, net of refund (164,229) (250,556) Dividends paid to owners of the parent (162,205) (174,221)
of the parent Net cash provided by operating activities 885,073 987,671 Dividends paid to non-controlling interests (35,059) (48,332)
Basic and diluted 342.10 590.79 Purchases and sales of treasury stock, net (11) (87,082)
Other, net (45,382) (46,626)
Net cash provided by (used in) financing 115,423 (174,334)
activities
Effect of exchange rate changes on cash and (1,358) (47,712)
cash equivalents
Net change in cash and cash equivalents 348,520 150,512
Cash and cash equivalents at beginning of year 1,757,456 2,105,976
Cash and cash equivalents at end of year ¥2,105,976 ¥2,256,488

financial data
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Seg ment Informatlon Segment information as of and for the years ended March 31, 2017 and 2018 is as follows:
As of and for the year ended March 31, 2017 As of and for the year ended March 31, 2018
Yen (millions) Yen (millions)
Power Power
Financial Product Financial Product
Motorcycle Automobile  Services and Other Segment  Reconciling Motorcycle Automobile  Services and Other Segment  Reconciling
Business Business Business  Businesses Total Items Consolidated Business Business Business  Businesses Total Items Consolidated
Sales revenue: Sales revenue:
External customers  ¥1,716,165 ¥10,086,816 ¥1,878,094 ¥318,125 ¥13,999,200 ¥—  ¥13,999,200 External customers  ¥2,038,712 ¥10,852,171 ¥2,123,194 ¥347,069 ¥15,361,146 ¥—  ¥15361,146
Intersegment - 169,850 13,188 31,567 214,605 (214,605) - Intersegment - 193,038 14,071 24,097 231,206 (231,206) —
Total 1,716,165 10,256,666 1,891,282 349,692 14,213,805 (214,605) 13,999,200 Total 2,038,712 11,045,209 2,137,265 371,166 15,592,352 (231,206) 15,361,146
Segment profit (loss) 170,740 501,181 178,449 (9,659) 840,711 — 840,711 Segment profit (loss) 267,015 373,840 196,067 (3,364) 833,558 — 833,558
Segment assets 1,505,637 7,543,388 9,437,044 312,303 18,798,372 159,751 18,958,123 Segment assets 1,533,367 7,879,769 9,409,243 314,838 19,137,217 211,947 19,349,164
Depreciation and 79,398 576,546 664,940 14,544 1,335,428 — 1,335,428 Depreciation and 74,128 616,321 748,503 15,164 1,454,116 — 1,454,116
amortization amortization
Capital expenditures 66,241 607,629 1,886,607 12,272 2,572,749 - 2,572,749 Capital expenditures 63,927 514,910 1,801,554 14,243 2,394,634 - 2,394,634

Explanatory notes:

1. Intersegment sales revenues are generally made at values that approximate arm’s-length prices.
2. Reconciling items include elimination of intersegment transactions and balances as well as unallocated corporate assets. Unallocated corporate assets included in reconciling items as of March 31, 2017 and 2018 amounted to ¥530,809 million and ¥519,780

million, respectively, which consist primarily of the Company’s cash and cash equivalents and financial assets measured at fair value through other comprehensive income.

Motorcycle Business

Sales revenue from external customers increased by ¥322.5 billion, or
18.8%, to ¥2,038.7 billion from the previous fiscal year, due mainly to
increased consolidated unit sales. Operating profit increased by ¥96.2
billion, or 56.4%, to ¥267.0 billion from the previous fiscal year, due
mainly to an increase in profit attributable to increased sales volume
and model mix, which was partially offset by one-time gain from pension
plan amendments recognized in the previous fiscal year.

Automobile Business

Sales revenue from external customers increased by ¥765.3 billion, or
7.6%, to ¥10,852.1 billion from the previous fiscal year, due mainly to
increased consolidated unit sales as well as positive foreign currency
translation effects. Operating profit decreased by ¥127.3 billion, or
25.4%, to ¥373.8 billion from the previous fiscal year, due mainly to

financial data

increased selling, general and administrative expenses, the loss related
to the settlement of multidistrict class action litigation as well as one-
time gain from pension plan amendments recognized in the previous
fiscal year, which was partially offset by continuing cost reduction as
well as an increase in profit attributable to increased sales volume and
model mix.

Financial Services Business

Sales revenue from external customers increased by ¥245.1 billion, or
13.1%, to ¥2,123.1 billion from the previous fiscal year, due mainly to
increased revenues on disposition of lease vehicles and operating lease
revenues. Operating profit increased by ¥17.6 billion, or 9.9%, to ¥196.0
billion from the previous fiscal year, due mainly to an increase in profit
attributable to increased sales revenue.

Power Product and Other Businesses

Sales revenue from external customers increased by ¥28.9 billion,
or 9.1%, to ¥347.0 billion from the previous fiscal year, due mainly to
increased consolidated unit sales in power products as well as positive
foreign currency translation effects. Operating loss was ¥3.3 billion, an
improvement of ¥6.2 billion from the previous fiscal year, due mainly to
a decrease in operating costs in Other businesses, which was partially
offset by one-time gain from pension plan amendments recognized
in the previous fiscal year. In addition, operating loss of aircraft and
aircraft engines included in the Power Product and Other Businesses
segment was ¥41.8 billion, an improvement of ¥1.9 billion from the
previous fiscal year.
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F|nanC|a|. Summary Fiscal years ended March 31
U.S. GAAP IFRS
Yen (millions) Yen (millions)
2008 2009 2010 2011 2012 2013 2014 2015 2014 2015 2016 2017 2018
Sales, income and Sales, income and
dividends dividends
Net sales and other ¥12,002,834 ¥10,011,241 ¥8,579,174  ¥8,936,867 ¥7,948,095  ¥9,877,947 ¥11,842,451 ¥12,646,747 Sales revenue ¥12,506,091 ¥13,328,099 ¥14,601,151 ¥13,999,200 ¥15,361,146
operating revenue
Operating income 953,109 189,643 363,775 569,775 231,364 544,810 750,281 606,878 Operating profit 823,864 670,603 503,376 840,711 833,558
Operating margin 7.9% 1.9% 4.2% 6.4% 2.9% 5.5% 6.3% 4.8% Operating margin 6.6% 5.0% 3.4% 6.0% 5.4%
Income before income 895,841 161,734 336,198 630,548 257,403 488,891 728,940 644,809 Share of profit of 130,916 96,097 126,001 164,793 247,643
taxes and equity in investments accounted for
income of affiliates using the equity method
Income taxes 387,436 109,835 146,869 206,827 135,735 178,976 252,662 235,204 Profit before income 933,903 806,237 635,450 1,006,986 1,114,973
taxes
Equity in income of 118,942 99,034 93,282 139,756 100,406 82,723 132,471 126,570 Income tax expense 267,992 245,139 229,092 327,592 (13,666)
affiliates
Net income attributable to (27,308) (13,928) (14,211) (29,389) (10,592) (25,489) (34,642) (43,168) Profit for the year 665,911 561,098 406,358 679,394 1,128,639
non-controlling interests
Net income attributable 600,039 137,005 268,400 534,088 211,482 367,149 574,107 493,007 Profit for the year 624,703 509,435 344,531 616,569 1,059,337
to Honda Motor Co., Ltd. attributable to owners
of the parent
Cash dividends paid 152,590 139,724 61,696 92,170 108,138 129,765 142,381 158,601 Dividends paid to 142,381 158,601 158,601 162,205 174,221
during the period owners of the parent
Research and development 587,959 563,197 463,354 487,591 519,818 560,270 634,130 662,610 R&D expenditures 625,698 670,331 719,810 659,918 730,734
Interest expense 16,623 22,543 12,552 8,474 10,378 12,157 12,703 16,598 Interest expense 12,803 18,194 18,146 12,471 12,970
Assets, long-term debt Assets, liabilities and
and shareholders’ equity equity
Total assets ¥12,615543 ¥11,818,917 ¥11,629,115 ¥11,577,714 ¥11,787,599 ¥13,635,357 ¥15,622,031 ¥18,088,839 Total assets ¥16,048,438 ¥18,425,837 ¥18,229,294 ¥18,958,123 ¥19,349,164
Long-term debt 1,836,652 1,932,637 2,313,035 2,043,240 2,235,001 2,710,845 3,234,066 3,933,860 Financing liabilities 3,224,512 3,926,276 3,736,628 4,022,190 3,881,749
(Non-current liabilities)
Total Honda Motor Co., Ltd. 4,550,479 4,007,288 4,328,640 4,439,587 4,398,249 5,043,500 5,918,979 6,696,693 Equity attributable to 6,335,534 7,108,627 6,761,433 7,295,296 7,933,538
shareholders’ equity owners of the parent
Capital expenditures 654,030 633,913 348,981 326,620 424,413 630,408 782,027 714,502 Additions to property, 803,231 703,920 687,306 588,360 484,778
(excluding purchase of plant and equipment
operating lease assets)
Depreciation 417,393 441,868 401,743 377,272 345,105 335,536 442,318 490,375 Depreciation 419,022 451,052 486,410 484,133 513,455

(excluding property on
operating leases)
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U.S. GAAP IFRS
Yen Yen
2008 2009 2010 2011 2012 2013 2014 2015 2014 2015 2016 2017 2018
Per common share Per share
Net income attributable Profit for the year
to Honda Motor Co., Ltd.: attributable to owners
of the parent
Basic ¥330.54 ¥75.50 ¥147.91 ¥295.67 ¥117.34 ¥203.71 ¥318.54 ¥273.54 Basic ¥346.62 ¥282.66 ¥191.16 ¥342.10 ¥590.79
Diluted 330.54 75.50 147.91 295.67 117.34 203.71 318.54 273.54 Diluted 346.62 282.66 191.16 342.10 590.79
Dividends 86 63 38 54 60 76 82 88 Dividends 82 88 88 92 100
Honda Motor Co., Ltd. 2,507.79 2,208.35 2,385.45 2,463.29 2,440.35 2,798.37 3,284.14 3,715.66 Equity attributable to 3,515.27 3,944.23 3,751.59 4,047.81 4,461.36
shareholders’ equity owners of the parent
Yen (millions) Yen (millions)
Sales Sales
Sales amounts:*' Sales revenue:*'
Japan ¥1,585,777 ¥1,446,541 ¥1,577,318 ¥1,503,842 ¥1,517,927 ¥1,652,995 ¥1,912,504 ¥1,810,283 Japan ¥1,920,114 ¥1,800,439 ¥1,754,167 ¥1,799,772  ¥1,919,130
13% 14% 18% 17% 19% 17% 16% 14% 15% 14% 12% 13% 12%
Overseas 10,417,057 8,564,700 7,001,856 7,433,025 6,430,168 8,224,952 9,929,947 10,836,464 Overseas 10,585,977 11,527,660 12,846,984 12,199,428 13,442,016
87% 86% 82% 83% 81% 83% 84% 86% 85% 86% 88% 87% 88%
Total ¥12,002,834 ¥10,011,241 ¥8,579,174 ¥8,936,867 ¥7,948,095 ¥9,877,947 ¥11,842,451 ¥12,646,747 Total ¥12,506,091 ¥13,328,099 ¥14,601,151 ¥13,999,200 ¥15,361,146
100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Thousands Thousands
Unit sales:*? Unit sales:*?
Motorcycles 9,320 10,114 9,639 18,331 15,061 15,494 17,021 17,765 Motorcycles 17,008 17,592 17,055 17,661 19,554
Automobiles 3,925 3,517 3,392 3,529 3,108 4,014 4,323 4,364 Automobiles 4,340 4,367 4,743 5,028 5,199
Power Products 6,057 5,187 4,744 5,509 5,819 6,071 6,036 6,001 Power Products 6,018 5,983 5,965 6,121 6,262
Number of employees 178,960 181,876 176,815 179,060 187,094 190,338 198,561 203,902 Number of employees 199,368 204,730 208,399 211,915 215,638
Exchange rate Exchange rate
(yen amounts per U.S. dollar) (yen amounts per U.S. dollar)
Rates for the period-end ¥100 ¥98 ¥93 ¥83 ¥82 ¥94 ¥103 ¥120 Rates for the period-end ¥103 ¥120 ¥113 ¥112 ¥106
Average rates for the 114 101 93 86 79 83 100 110 Average rates for the 100 110 120 108 111

period period

*1 The geographic breakdown of sales amounts is based on the location of customers.

*2 Honda changed its counting method for unit sales as follows;
- 2008-2010: the total of unit sales of completed products of Honda and its consolidated subsidiaries, and sales of parts for local production at Honda's affiliates accounted for using the equity method
-2011-2018: the total of unit sales of completed products of Honda, its consolidated subsidiaries and its affiliates accounted for using the equity method (Honda Group Unit Sales)

financial data
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