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Basic View on Corporate Governance at Hino Motors

As a company that manufactures and sells trucks and buses needed for distribution and
transportation, Hino Motors is working to fulfill its corporate mission: “To make the world a better
place to live by helping people and goods get where they need to go—safely, economically and with
environmental responsibility—while focusing on sustainable development.” At the same time, the
Company has taken a clear stand on its responsibility to contribute to society and has set related
goals under the HINO Credo, along with its Core Principles and CSR Charter.

To fulfill its corporate mission, Hino Motors is striving to build on the positive relationships it
has established with its stakeholders, which include shareholders, customers, business partners,
local communities around the world, and employees. Based on this stance, Hino Motors is working
to enhance its corporate governance with the goal of achieving sustainable growth and raising
its corporate value over the medium to long term as a global company. In addition, Hino Motors
endorses the Corporate Governance Code prescribed by the Financial Instruments Exchange of
Japan and has devised various measures based on the objectives and intent of the code’s guidelines
and principles. As a basic policy, Hino Motors intends to pursue these measures as a means of
strengthening its corporate governance.
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| Outline of Corporate Governance Framework

€ Corporate Management and Its Operating Framework
Hino Motors is a company that employs an Audit & Supervisory Board and has established a Board of Directors,
established an Audit & Supervisory Board, appointed its members, and appointed an accounting auditor. The Company’s
Board of Directors is composed of 10 directors (as of June 2018, the number including two outside directors as defined
by Japan’s Companies Act. The Company’s Articles of Incorporation stipulate a maximum number of 15). The Board
of Directors makes decisions on important matters of business execution and supervises the execution of duties by the
directors. The Company also employs a system of vice presidents, senior managing officers, managing officers, and a four-
unit setup (overseeing the Corporate, Advanced Technology, Monozukuri, and Global Business Units.) with the aim of
streamlining the Board of Directors and flexibly executing business.

The Company has also established a Management Committee made up of full-time directors and Audit & Supervisory
Board members to deliberate on the management policies and strategies of the Company and to report information
that is important for management. Hino Motors has established a Corporate Governance Committee in response to the
election of outside directors with the aim of increasing the effectiveness of corporate governance and contributing further
to sustained growth and enhancement of corporate value. The Corporate Governance Committee discusses the form that
the Board of Directors should take (recommendations to the Board of Directors as necessary) and shares management
information with the involvement of all of the outside directors and non full-time director. In fiscal 2017, the Corporate
Governance Committee met three times.
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@ Corporate Governance System
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€ Auditing System

Hino Motors’ Audit & Supervisory Board comprises four members (as of June 2018, the number including two outside
members; the Company’s Articles of Incorporation stipulate a maximum number of seven). Conforming to the standards for
audits by the audit & supervisory board members stipulated by the Audit & Supervisory Board, the members communicate
with the directors, the Internal Audit Department, and other employees and work to gather information and establish the
audit environment in accordance with the Company’s audit policy and planning. They also audit the status of Company
operations and assets by attending meetings of the Board of Directors and other important meetings, hearing about the
execution of duties from the directors and other employees, viewing important approval documents, visiting each business
site and visiting subsidiaries inside and outside Japan, and supervise the execution of duties by the directors.

The Audit & Supervisory Board members receive reports on audit planning, the implementation and results of audits,
and the status of implementation of their duties from the accounting auditors and exchanging opinions in addition to
striving for mutual cooperation which includes witnessing onsite audits at subsidiaries during the fiscal year and monitoring
and verifying the maintenance of independence and the performance of proper auditing by the accounting auditors.

They also review the Business Report, financial statements and supplementary statements, and the consolidated financial
statements.

Hino Motors has also established an Audit Division. In addition to conducting audits of the development and operation
of internal control system relating to financial reporting in each department and at subsidiaries based on in-house
regulations, the Audit Division seeks to enhance internal control by conducting audits of the legality, appropriateness, and
efficiency of business, while urging each department and subsidiary to make the necessary improvements. The division also
reports the findings of internal audits to the audit & supervisory board members as appropriate and shares information with
them and the accounting auditors in relation to audits by the audit & supervisory board members and accounting audits.
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@ Outside Directors and Outside Audit & Supervisory Board Members

To oversee the execution of duties by the directors, Hino Motors has appointed two outside directors, (as of June

2018, both of whom are independent officers under the provisions of the Tokyo Stock Exchange and Nagoya Securities
Exchange), as provided for in Japan’s Companies Act. The outside directors are contributing to transparent, fair, swift and
resolute decision making by playing a management oversight role for important decision making by the Board of Directors
as well as participating in active and constructive discussion at the Corporate Governance Committee and inspecting

the business sites of Hino Motors and its affiliated companies inside and outside Japan. To monitor the execution of
duties by the directors, Hino Motors has also appointed two outside Audit & Supervisory Board members, both whom

are independent Audit & Supervisory Board members, as of June 2018, as provided for in Japan's Companies Act. The
Company believes that there is an adequate management monitoring function to oversee the appropriateness and legality
of management through the implementation of objective audits in partnership with the two full-time Audit & Supervisory
Board members.

Hino Motors makes efforts on collaboration so that the supervisory and audit functions operate fully by establishing
forums for the exchange of information between the outside directors and outside Audit & Supervisory Board members
and the Representative Director in addition to providing information on important matters, including providing
explanations in advance of proposals to be submitted to the Board of Directors. The outside audit & supervisory board
members work to achieve mutual communication with the full-time audit & supervisory board members, the directors, and
other employees, and they attend the audit & supervisory board members’ meeting Board of Directors’ meetings to hear about
the execution of duties and internal audits from the directors and other employees. In addition, as a rule, a meeting of the
Audit & Supervisory Board is held before a meeting of the Board of Directors is convened. Thus, the audit & supervisory board
members in attendance, including the outside audit & supervisory board members, check the proposals to be submitted to the
Board of Directors to conduct a preliminary review.

Hino Motors ensures mutual cooperation by routinely receiving reports on audit planning and the implementation
and results of audits from, and exchanging views with, the accounting auditor.

Basic Views on Internal Control System and the Progress of System Development

@ System to Ensure the Appropriateness of Business Operations under the Basic Policy

Hino Motors fosters a sound corporate culture that includes subsidiaries based on The HINO Credo, The Hino Code

of Conduct, and The Hino Spirit. For detecting problems in operational processes and incorporating mechanisms for
improvement at the sites where operations are actually executed, Hino Motors will make unwavering efforts to develop
the human resources to implement these approaches.

€ An Outline of the Operational Status of the System to Ensure the Appropriateness of Business
Operations under the Basic Policy

Hino Motors strives to establish an internal control system to ensure the appropriateness of business operations as a

corporate group and for the proper operation of these systems according to the Basic Policy on Establishing a System

to Ensure the Appropriateness of Business Operations of the Company. Hino Motors also verifies the establishment and

operational status of systems each business year to check that activities are conducted independently and strengthened

as necessary in departments that implement internal control, in addition to confirming the content of internal control

operations at the Management Committee and the Board of Directors. Please refer to IV. Matters Related to the Internal

Control System in the Corporate Governance Report for Hino Motors’ basic policies on matters stipulated in Japan’s

Companies Act based on the aforementioned awareness.

@ Click here for the Corporate Governance Report.
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Interview with Outside Director

Strengthening group governance structure
to become a global leader in the flow of goods
and people around the world

Toshitaka Hagiwara Outside Director

Born 1940. Graduated from the Graduate School of Law, Waseda University, in
1967. Joined Komatsu Ltd., in 1969. Appointed a director of Komatsu in 1990,
after which he became Executive Vice President in 1999 and Chairman of the Board
in 2003. Appointed an independent Outside Audit & Supervisory Board Member of
Hino Motors in 2013, and became an independent Outside Director in 2015.
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> Hino's Tremendous Potential as a Global Company

Prior to my appointment as a director at Hino Motors, my impression of Hino was of an earnest and trustworthy company
with a firm domestic focus. However, once | joined the board of directors | realized that with its large percentage of
overseas sales and high product development capabilities, Hino has tremendous potential to develop as a global company.

As an outside director, my aim is not just supervising the company’s business execution, but also supporting the
company’s management from the sidelines to ensure the sustainable development of the company. The Company’s truck
and bus businesses are expected to contribute to various social needs for distribution and transportation on a global scale,
including in such areas as automation, labor saving innovation, and reduced environmental impact. As a company that can
help to resolve such social issues, it is likely that Hino Motors will have to take certain risks in order to move forward as a truly
global company. | believe that one of my roles is to provide full encouragement at such times.

> Importance of Advancing Internationalization from Headquarters

My involvement with Hino Motors spans two years as an Outside Audit & Supervisory Board Member and three years
as an Outside Director, and | can see that the company’s corporate governance mechanisms and structures are at a
very high level. However, what is truly important is whether the systems and mechanisms that have been polished to
such a high level are truly functioning as intended, and whether corporate governance, which includes compliance and
internal controls as a global company, has actually permeated every part of the company. For Hino to grow further as

a global company, it is imperative to ensure that the corporate governance structure is developed and functions on a
group-wide basis. Internationalization presents many challenges that need to be overcome, including cultural differences
and communication issues, and the issue with the highest priority is to secure and cultivate human resources. It is also
necessary for initiatives aiming at internationalization to be instigated by headquarters, including such considerations
as where and how to create alliances, and what human resources to allocate to which division in order to enable the
company to leverage its strengths and supplement any weaknesses.

Hino Motors is still at the developmental stage in terms of becoming a global company. By further invigorating the
functions of the Board of Directors and engaging in thorough discussions about growth strategy and then putting ideas
into action, | hope that the Company will strive to become a leading presence in the flow of goods and people around
the world, in terms of both equipment and services.
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Interview with Outside Director

Aiming to become a truly global company
with corporate governance advancements

Motokazu Yoshida Outside Director

Born 1948. Graduated from the Faculty of Commerce of Hitotsubashi
University in 1971. Joined Mitsui & Co., Ltd. Appointed a director of

Mitsui & Co., in 2001, then Representative Director and Senior Executive
Managing Officer in 2007, then Representative Director and Executive Vice
President in 2008. Appointed Chairman of Meisei Gakuen Institute in 2012
and has been an independent Outside Director of Hino Motors since 2015.

> Ensuring Sustainable Growth as a Good Corporate Citizen

Essentially there are two elements required to be a company. The first, naturally, is to act as a good corporate citizen
should. The other is to achieve the goal of sustainable growth. A company that can balance these two elements in its
management and operation is a good company. | believe that the role of an outside director is to supervise and advise
from an objective third-party perspective about how to achieve this goal of balance in its management and operations.

The business of transporting goods and people is one that continues to expand as a key part of social infrastructure as
societies develop. Hino Motors supports the flow of goods and people in society through its trucks and buses businesses.
| feel that, first and foremost, the most significant social contribution the Company can make is to steadily engage in its
main line of business. | believe that Hino executives firmly recognize this point. The corporate culture is earnest and open,
and the Board of Directors also engages in candid discussions. | can say that Hino has a good corporate culture, and that
it is an important base for corporate governance. What is more, in recent years the Board of Directors has engaged in
ambitious corporate governance reform measures, driving further advancements in those structures.

> Invigoration of the Board of Directors: The Duty of Outside Directors

Hino Motors is a manufacturer of trucks and buses with bases around the world. However, | think that it is now in a
transition period during which it will shift from being an international business company that simply sells and produces
products overseas, to become a truly global company that grows as a good corporate citizen together with the various
countries and regions around the world where it does business. Given the fast-changing business environment of today’s
world, the Company must continue to advance its corporate governance to ensure that Hino Motors remains the world's
go-to source of advanced logistics and cutting-edge transport technologies. To that end, we must ensure that the Board
of Directors is further invigorated, so that it is not just “talking shop” and merely “rubber stamping” decisions that have
already been made, but rather is a body that can candidly discuss what is truly important for Hino Motors, in terms of
how the company should aim to be, the strategic planning that is required for development in that direction, and the
necessary implementation structures. | have worked ambitiously together with my fellow outside director, Mr. Toshitaka
Hagiwara, to invigorate the board in this way. | believe that progress is being made in the development of management
and operational structures, including the establishment of the Corporate Governance Committee, which participates in
discussions on mid- to long-term strategy starting with the formulation stage.

Looking ahead, under the lucid leadership of President Shimo, | will continue to make every effort as an outside
director to ensure that Hino Motors can make an even bigger contribution to the global society, growing to become the
world’s top manufacturer of trucks and buses and the leader in advanced solutions for the flow of goods and people.
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Compliance and Risk Management

Basic Stance

Hino Motors recognizes that earning the trust and cooperation of stakeholders is essential for
promoting its CSR activities. Based on this perspective, the Company pursues stringent compliance as
a priority management issue, and it is committed to the observance of laws and regulations along
with ethical and appropriate business conduct that meets social expectations.

In addition, founded on the basic policy for risk management that seeks to avoid or reduce risks
and minimize damage and losses as a result of risks, the Company identifies major risks in corporate
management and takes the necessary steps to counter them.

Based on this stance and policy, Hino Motors strictly complies with laws and regulations,
thoroughly maintains and improves its ethical character, and strives to be a company that continues
to be trusted by customers and society.

| Compliance and Risk Management Promotion System

The Compliance and Risk Management Committee is
comprised of directors and headed by the president. The e

Chairperson: President

committee provides guidance and monitors activities related
to corporate ethics, compliance and risk management, as

Activity Monitoring,
well as other activities such as supporting compliance and report guidance
risk management in Group companies.
Specialized support _
departments at Group companies
Hino Motors Activity
report

Educating Employees in the Complexities of Compliance

To foster awareness of compliance in each and every employee, Hino Motors has introduced compliance training into the
employee education curriculum.

There are several training tools available for carrying out thorough in-house education. They include the CSR Charter,
which is the CSR commitment to all stakeholders, the Hino Code of Conduct, which clarifies the evaluation criteria for
actions that should be taken by all employees, and the Compliance Guidebook, which imagines a variety of situations that
could arise in everyday work and explains specific coping methods. These training tools are distributed by pamphlet and
other means to all employees and can be viewed anytime via the company intranet.

The Company will continue endeavors to further enhance training content to nurture human resources possessing a
high awareness of compliance.

@ Click here for the CSR Charter. @ Click here for the Hino Code of Conduct.
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Preventing and Swiftly Resolving Compliance Issues Using an Internal Reporting System

Hino Motors utilizes an internal reporting system to

. . . @®Flow of Consultations/Reports in the Internal Reporting
provide consultation on employee compliance and

System
swiftly resolve issues from an objective viewpoint. With

the cooperation of an external legal firm, this system Compliance and Risk Management Committee
has established the HINO Compliance Consultation (ERERon BEEERn

Service. It endeavors to maintain a system that facilitates
consultation through efforts such as providing advice

The HINO Compliance

Workplace

whenever needed on problems that are difficult to discuss .
Supervisor

Consultation Service
in the workplace. (external legal firm)
In fiscal 2017, there were 75 reports and consultations
received that included inquiries from Group companies.
Each of them was treated appropriately by taking Employees

immediate measures or other action. Hino Motors aims to

Consult/Report

prevent and swiftly resolve compliance issues by properly
implement this system on an ongoing basis.

Identifying and Managing Major Risks

Hino Motors regularly identifies major risks, based on changes in laws, regulations and the business environment.
Identified risks are managed by the Compliance and Risk Management Committee (drawing up preventive measures for
said risks and measures to reduce impact or prevent recurrence when risks occur).

Refer to the following for cases of major risk management.

@ Disaster Preparedness
With regard to making an immediate response to a large-scale disaster, Hino
Motors has established systems that place top priority on human life.

In particular, having learned from its experiences during the Great East
Japan Earthquake in 2011, Hino Motors is working to further enhance its own
disaster response capabilities, aiming to anticipate disaster scenarios that may
impact the Group and implement more practical activities.

Practicing fire drills
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€ Managing Export Transactions
Hino Motors fulfills its duties related to maintaining

Hino Export Transaction Control Committee

international peace and security, practicing comprehensive Chairperson : Corporate Unit Director

management of export transactions to prevent the risk of Monitoring

exported vehicles, units and other products being diverted ,
Various departments

to weapon use.

Confirmation of strict legal compliance is conducted

in every department, and management conditions are Unit

monitored by the Hino Export Transaction Control Committee Vehicle components Spare parts

to ensure company-wide implementation of export
transactions that comply with various laws and regulations.

€ Information Security Management
Hino Motors understands the social responsibility

Information Security Subcommittee

of protecting customers’ personal information and Chairperson : Information Security Administrator
employees’ assets from threats such as cyber-attacks, and Monitoring
is working to strengthen information security initiatives. , , i
) Expert Section Meeting (established
In September 2017, a Basic Stance Toward T
Information Security was established that summarizes
the approach to information security, and at each section

meeting risk management is carried out that adheres to

s ) . Confidential Information Plant Vehicle/
that policy. Furthermore, the risk management state in information system equipment | | in-vehicle

each section meeting is monitored by the Information
Security Subcommittee to manage thoroughly information
security risks throughout the company.

@ Click here for the Basic Stance Toward Information Security.

| Future Initiatives

Hino Motors must be a company that maintains the trust of our customers and society, in order to contribute to them
through its business in the future.

The Company continually strives to develop the awareness of each member of Team Hino of compliance risk
management to strictly comply with laws and regulations, and thoroughly maintain and improves its ethical character.
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