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To Our Readers

The Canon Sustainability Report 2005 is published to ensure accountability to
Canon stakeholders by informing them of the ways in which our global business
activities are helping to achieve a sustainable society. The Sustainability Report
also promotes constructive two-way communication with stakeholders, which
directly leads to improvements in the various activities outlined within this report.
We endeavor to expand the contents of this report each year to reflect the needs
of a broad range of stakeholders, and outline Canon’s diverse activities in a sys-
tematic and clear manner.

Throughout the report “(»P. 00)” indicates pages with additional reference
material.

This report is available in Japanese and English.
URL: canon.com/environment

eFeatures of the Canon Sustainability Report 2005
The contents of the 2005 report have been improved and expanded in the fol-
lowing areas.
Editorial Policy:
*Areas covered by the ““Social Management” and “Environmentally Conscious
Management” sections have been clarified.
*Management and performance data sections, previously reported separately,
are now reported together.
Social Activities:
*Corporate governance and compliance information (»P. 23-28).
«Information on social contributions of products (»P. 7-8, 31-34), etc.
Environmental Activities:
+Vision for 2010: Factor 2 progress report (»P. 14).
*Global warming countermeasures (»P. 17-18, 53), etc.

eReporting Scope

In principle, this report covers Canon’s economic, social, and environmental activ-
ities within the consolidated accounting scope for the 2004 fiscal year (January 1,
2004 to December 31, 2004). The scope, however, of environmental assurance
activities is not limited just to Canon’s development, production and sales opera-
tions, but covers business activities at every stage of the life cycle, including man-
ufacturing by suppliers and product usage by customers (»P. 13). Please see P.
65 for a list of operational sites covered by this report. Also, please note that sup-
plemental information on important targets and initiatives prior to 2003 and
beyond fiscal 2005 are also referenced in the report, and any information limited
to certain regions or organizations is indicated as such.

eThird-Party Opinions

Since 2002, Canon has asked SustainAbility Ltd. to consult on and assist with
arrangements for third-party opinions to improve the objectivity of our
Sustainability Report. Included in this year’s report are unedited views received
from two environment and social science experts, each with a different perspec-
tive, so that readers may develop an opinion of Canon and its activities based on
a comprehensive compilation of information (»P. 67-68).

eReference Guidelines
*GRI Sustainability Reporting Guidelines (2002)
*Environmental Reporting Guidelines (2003 version) from Japan’s Ministry of
the Environment
*Environmental Accounting Guidelines (2005 version) from Japan’s Ministry of
the Environment

eFeedback from Readers
We welcome feedback from readers. The suggestions and views of readers serve
as valuable guidance to enhance future sustainability initiatives.

Please feel free to e-mail your comments or send us a fax using the question-
naire at the end of the report.
(Fax: +81-3-3758-8225, E-mail: eco@web.canon.co.jp)

*The product names used in this report are the names used in the United States
and Europe/Asia. The product name is written only once if the same name is
used in the United States and Europe/Asia. For products not sold in the United
States or Europe/Asia, the product names are those used in Japan.
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Message from the President

On Becoming a Truly Excellent Global Corporation in Support of
a Sustainable Society Based on the Kyosei Philosophy

The Kyosei Philosophy and Sustainability

Global change continues at a rapid pace, driven by
economic globalization and disparate social values.
Amid the dramatic changes in society, a company
must be adept at forecasting transitions from one
era to the next, think ahead, and promote business
on the basis of well-founded values. While aiming
for healthy growth as a company, consideration
must be given to supporting a sustainable society,
which includes solutions to environmental concerns.

In 1988, 51 years after going into business, Canon
introduced its corporate philosophy of kyosei to
reaffirm the original aspirations of the company’s
founders. The ideal behind this philosophy is a soci-
ety in which all people, regardless of race, religion or
culture, harmoniously live and work together into
the future. This ideal epitomizes the sustainable and
prosperous society people are now pursuing. Steps
taken by Canon to contribute to a sustainable soci-
ety and fulfill our corporate social responsibility can
be described as practical applications of the kyosei
philosophy—living and working together for the
common good.

The ideal of kyosei, which Canon continues to
strive for, cannot be realized just by efforts made
within a company. A cooperative relationship with
various stakeholders, based on mutual trust, is
essential. Canon continues to build close relation-
ships with its stakeholders by providing a variety of
opportunities for open communication.

Corporate Citizenship and the
“Three Selfs”

Companies are organs of society, and as such must
undertake various activities with an uncompromis-
ing spirit of compliance. They must actively partici-
pate in society through contributions to local
communities and support for cultural and humani-
tarian assistance activities. While participation in
such activities is the responsibility of a ““good corpo-
rate citizen,” it can also serve as a means to improve
corporate value and deepen public trust in the com-
pany. Also, in striving to become a Truly Excellent
Global Corporation, Canon thoroughly educates its

Introduction to Canon: URL: canon.com/about
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employees to follow the principle of putting public
order and morals ahead of profit.

Recognizing how important it is to increase trans-
parency and reinforce monitoring functions for
management, we have instituted a variety of mea-
sures to enhance our corporate governance system.
In the past two years alone, three new regulatory
committees, which | oversee as chairman, have been
established; namely, the Corporate Ethics and Com-
pliance Committee, the Internal Control Committee,
and the Disclosure Committee.

These are, however, only systems of governance.
What is most important is that employees and man-
agers manifest a natural consciousness of compli-
ance and a desire to contribute to society as a
responsible corporate citizen. Since Canon’s found-
ing, employees have been trained and evaluated
based on the principle of the “Three Selfs”—self-
motivation, self-management, and self-awareness.
My role is to lead the way in promoting the aware-
ness and application of the Three Selfs principle
among Canon group employees worldwide.

Promotion of Environmentally Conscious
Management and Factor 2

The development of new technologies in the 20t
century spurred the growth of an industrial society,
but also brought about environmental problems,
which threaten the very existence of man. For
Canon—a company that has striven to develop new
technology since its founding, identifying and creating
revolutionary products and diversifying business—
these are not problems that can be overlooked.
Canon believes that technology and economic
activity can be effectively used to restore the envi-
ronmental balance. It was this conviction that moti-
vated us to establish the Maximization of Resource
Efficiency concept in 2001 as a cornerstone of our
environmental activities. Under this concept, Canon
seeks to extract the maximum value out of minimal
resources at every stage of the life cycle. This
approach ensures that environmental conservation
and economic development activities proceed hand-
in-hand. In 2003, we put this thinking into practice
by setting forth our Vision for 2010, a medium- to



long-term environmentally conscious management
plan, which includes the numerical goal of Factor 2
as an overriding indicator of environmental perfor-
mance. Along with designating global warming
prevention and energy conservation, resource con-
servation, and elimination of hazardous substances
as the three main pillars of the plan, Canon aims to
realize its Factor 2 goal through the constant cre-
ation and application of original environmental tech-
nologies to development and production activities.
Environmental businesses have been established
to share Canon’s newest technologies and know-
how with society. Canon has also taken the reins on
the standardization of green procurement and other
industry issues as we look beyond our own company
and aim to reduce environmental burden worldwide.

A Truly Excellent Global Corporation

| believe that providing stable livelihoods with upward
potential for employees and profitable returns to
shareholders, contributing to society, and creating
equity capital (profit) for sustainable development of
the company are essential requirements for the
growth and development of any company. If a com-
pany cannot meet these requirements, it has no
value as a business enterprise.

In 1996, in accordance with the kyosei philoso-
phy, Canon announced the Excellent Global
Corporation Plan, which embodies our goal of con-
tinuing to contribute to society through technologi-
cal innovation while aiming to be a corporation
worthy of admiration and respect worldwide. Since
then, we have promoted management reforms to
fulfill our mission of becoming an Excellent Global
Corporation, and as a result, were able to see our
sales and profits increase for the fifth straight year in
2004. We are anxiously preparing for the start of
Phase IIl of the Excellent Global Corporation Plan in
2006, from which time we will pursue a course of
healthy growth while maintaining our current high
profit structure.

Building on the solid trust of our stakeholders, we
aim to grow into a business group possessing the
corporate value necessary for sustained development.

The Canon Sustainability Report 2005 is based on
the ideas outlined above, and we welcome com-
ments and suggestions from our readers.

June 2005
Fujio Mitarai
President and CEO
Canon Inc.
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Relationship between Business Activities and
Society

Social Contributions on a Global Scale

Canon continues to develop and diversify its business with the support of its many
stakeholders with the singular goal of contributing to society as an excellent global
corporation on the basis of the kyosei philosophy.

Development of the Canon Group

Canon’s Stakeholders

Beginning with the development of Japan’s first
35mm focal-plane-shutter camera in 1934, Canon
has expanded business operations over the years
based on the continual creation of innovative propri-
etary technologies. Our global expansion got under-
way in 1955 with the establishment of a New York
branch office, and we never looked back from there,
as by the late 1960s, more than half the goods the
company produced were exported. Canon was firmly
on the path to becoming a major global enterprise.

Our operations diversified in the 1960s to include
business machines as well as cameras. In the 1970s
we developed Japan’s first plain-paper copying
machine and laser beam printer (LBP), and then in
the 1980s we began marketing inkjet printers and
other cutting-edge technologies. The establishment
of new global footholds coincided with this diversi-
fied business growth. Canon gradually built a net-
work of sales offices and production plants to span
the globe.

The Canon Group depends on a large and diverse
group of stakeholders supporting its global expan-
sion. Three-fourths of the Group’s consolidated sales
now take place outside Japan. We consider every
world citizen as either a present-day customer or
a potential customer. Other important stakeholders
include the investors and shareholders who entrust
their funds with Canon to finance the company’s
businesses, as well as Group employees, suppliers
around the world, industry, government, and acade-
mia. All Canon stakeholders are in some way instru-
mental in the supply of Canon products and services
to the market.

From a wider perspective, the global environment,
local communities, and international society affected
by our activities are also major stakeholders in their
own rights.

A Truly Excellent Global Corporation
based on the Philosophy of Kyosei

Canon set forth the corporate philosophy of kyosei
in 1988. This philosophy was founded with the aim
of “all people, regardless of race, religion or culture,
harmoniously living and working together into the
future.” Put succinctly, kyosei aims for the creation
of a sustainable society.

Based on the kyosei philosophy, we embarked on
our Excellent Global Corporation Plan (PP. 9) in
1996 with a mission to become an admired and
respected company around the world. Since then,
Canon has promoted a wide variety of initiatives in
keeping with this goal of becoming a Truly Excellent
Global Corporation.

Introduction to Canon: URL: canon.com/about
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Canon’s Management Stance

“Contribution to society” and “fair business activi-
ties” are the cornerstones of Canon’s management
stance, as embodied in the Canon Group Code of
Conduct . Accordingly, we consider the fol-
lowing factors to be indispensable: 1) Provision of
Excellent Products, 2) Protection of Consumers, 3)
Preservation of the Global Environment, 4) Social
and Cultural Contributions, and 5) Communication.
The Canon Group shall continue its commitment to
full compliance with all laws and regulations applica-
ble to its activities, and shall engage in its business
with fairness and sincerity, with a full understanding
of the importance of these commitments.

The Group strives to maintain two-way communi-
cation, direct and otherwise, with its many stake-
holders, as well as to reflect this communication in
all Group operations conducted around the world.



® Canon Group Vision and Relationship with Stakeholders

Corporate Philosophy

Kyosei
Living and working together for
the common good

Corporate Goals

Establish a Truly Global Corporation
Transcend borders to actively fulfill our social responsibility
to all humankind, in every region of the world
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Accept the Responsibility of Being a Pioneer
Create products without rival in quality and service, and
which contribute to the improvement of societies around
the world

Ensure the Happiness of All in the Canon Group
Contribute to continuing prosperity by building
an ideal firm

Industry, Government,

Academia

Employees

Sh?reh?clders/ E—

nvestors

(:P. 30) Customers (»P. 41-42)
(»P. 33-34)

Local Communities/
International Society

Global Environment

® Consolidated Net Sales by Product (1995-2004) ©2004 Net Sales by Region ©®2004 Employees by Region
(consolidated) (consolidated)
W Office imaging products W Cameras
Computer peripherals Optical and other products
(¥ million) M Business information products
3,500,000
—— Other
3,000,000 465,399 Japan
i e e e 849,734
2,500,000 P Other
. N E NN N - Total 40,998 Total Japan
2,000,000 Europe 3,467,853 108,257 46,103
— I N N N - 1,093,295 (¥ million) (people)
1,500,000
. I B BN BN BN BN BN Americas
1,000,000 - 1,059,425 Europe :
. | 10,898 Americas
WI*I* —a s 1110 10,258
) m B B B B
0O 95 96 97 98 99 00 01 02 '03 04 (year)

(as of December 31, 2004)

*Please see P. 59 for more detailed information.
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Contributions to Society through Products and
Services

Enriching World Culture with Premium Products and Services

As a pioneer of new technologies, Canon responds to the diversifying needs of customers
around the world with original products, services, and businesses.

A Pioneer in Imaging Technology

Personal-Use Products

The most important contribution a manufacturer
can make to society is to consistently provide excel-
lent products and services. Canon has diversified its
products and services from its original specialty of
cameras to a new core field of business machines, as
well as a remarkable range of input and output
devices, solutions and services, and software in the
field of imaging. From 2005 we have also begun to
prepare for the production of next-generation flat-
screen SED displays . Canon has developed
its business in stride with digitalization and network-
ing trends to provide total imaging solutions that
combine every type of still and video imaging equip-
ment with related services.

Digital SLR Cameras

Canon independently develops the
EF interchangeable lenses, the CMOS
sensors, and the DIGIC imaging
processors that hold the key to
superb image quality. We combine
decades of camera expertise with
leading-edge digital technologies to
deliver the outstanding performance
that discerning professionals rely on.

EOS DIGITAL REBEL XT/
EOS 350D DIGITAL

Compact Digital Cameras

In the continuing pursuit of user-
friendly operation, outstanding image
quality, and compact size, our com-
pact digital cameras incorporate the
latest imaging technologies, including
ultra-small high-performance zoom
lenses and the DIGIC Il imaging
processor.

PowerShot SD500 Digital ELPH/
DIGITAL IXUS 700

Digital Video Camcorders

Canon has incorporated such origi-
nal innovations as optical image sta-
bilizers into its camcorder products.
The development of the DIGIC DV
imaging processor has made it pos-
sible to shoot superb video and still
images with a single camcorder.

:'!

ELURA90/MVX350i

Personal-use imagining products such as cameras
and inkjet printers play a meaningful role in encour-
aging and capturing personal expression and ideas
around the world—one of the major goals of
Canon’s business.

Image Scanners

Canon produces image scanners for
use with photographs, film, or clip-
pings, including LIDE models that
incorporate our thin, energy-saving
contact image sensor (CIS), and
high-resolution CCD models that
are ideal for film scanning.

CanoScan 9950F

Inkjet Printers

By continuing to pursue both image
quality and speed, Canon made it
possible to print high-quality digital
photographs in the comfort of one’s
own home. Canon inkjet printers
ensure consistent color reproduc-
tion while meeting human color
perception preferences.

PIXMA iP8500

Inkjet All-In-One Printers

Canon inkjet All-In-One (AIO) print-
ers for Small Office/Home Office
(SOHO) provide smooth printing,
copying, scanning and faxing in a
single device while producing high-
quality image output.

PIXMA MP760



Business Products

Industrial Products

Canon continues to develop business products—
from single-function copying machines, printers, and
scanners, to network digital multifunction devices
(MFDs)—which streamline the efficiency of business
communication and enhance office productivity.

Office Color MFDs/Office Network MFDs

As a central input and output device

n in today’s office networks, multi-

— F functional devices (MFDs) not only

B «—— provide simultaneous parallel pro-

cessing of copying, printing, scan-

ning and faxing operations, they

also provide data compression, sav-
ing and mailing functions.

imageRUNNER C3220/
iRC 3220N

Color LBPs/Monochrome LBPs

Canon has driven the development

o — : of cartridge and laser technologies.

7 /" Progress always begins with Canon,

- as exemplified by such revolutionary

- | developments as color IH fixing,

‘ ' which yields tremendous energy

- | / savings.
S
LBP5200

Large-Format Inkjet Printers

Canon large-format inkjet printers
combine photographic and art-grade
image quality with high-speed print-
ing. We also developed software
that simplifies the production of
professional-looking posters for a
range of applications.

imagePROGRAF W8400

Liquid Crystal Display (LCD) Projectors

For LCD projectors, a must for con-
ference presentations, Canon drew
on its proprietary optical technologies
to develop the compact high-resolu-
tion AISYS (Aspectual lllumination
System) optical system to maximize
the performance of LCOS reflective
LCD panels.

REALIS SX50/XEED SX50

When Canon developed Japan'’s first indirect X-ray
camera in 1940, we launched an industrial products
business that has since grown to include medical
devices, broadcasting equipment, semiconductor
manufacturing equipment and a gamut of other lead-
ing-edge systems, devices, and components. Canon’s
industrial products serve as a foundation for the
development of various industries and richer lifestyles.

Semiconductor Production Equipment

Semiconductor exposure tools, which
| eSS are used to expose circuit patterns,
must be capable of ultra-precise
etching to create circuit widths
measuring a mere 80 nanometers.
Canon skillfully blends optical tech-
nologies and mechatronics technolo-
gies to realize the high productivity
required by semiconductor manu-
factures.

i

FPA-6000AS4

Mirror Projection Aligners

Canon’s mirror projection aligners
are used in the manufacture of
LCDs. We developed the world’s
largest high-precision concave mir-
ror, which has a diameter of 1.5
meters and surface processing pre-
cision of 0.015 microns, enabling
LCD panels for 48-inch widescreen
TVs to be made with a single-expo-
sure process.

MPA-8500

Broadcasting Equipment

Canon is the global leader in televi-
sion broadcasting zoom lenses for
everything from news events to sports
and studio production. Canon also
offers such products as remote-con-
trol pan/tilt systems for broadcasters
and optical wireless-communication
systems.

DIGISUPER 100 xs

Digital Radiography Systems
Digital radiography systems are on
the front lines of healthcare, where
digitization and network connectiv-
C — ity continue apace. Canon is making
digital radiography easier than ever
~ with the development of upright,
horizontal and cassette-type models.

CXDI-50G

Information on Canon products URL: www.canon.com

Canon Sustainability Report 2005 8
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Concept behind the Excellent Global
Corporation Plan

Building an Ideal Corporation for Growth and Development

Canon continues to introduce management, development, and production innovations to
support sustainable development on a global scale.

Management Innovations at Canon

Development Innovations

Canon must continue to grow and develop as a cor-
poration if we are to contribute to the prosperity of
the world and happiness of humankind. We believe
that we must serve the following functions to
ensure our sustainable corporate development: 1)
Provide stable livelihoods with upward potential for
employees; 2) Return profits to shareholders; 3)
Contribute to society; and 4) Make forward-looking
investments to support sustainable development of
the company. These are the quintessential functions
of any company, and to provide them a company
must generate profits.

When Canon initiated its Excellent Global Corpo-
ration Plan in 1996, we became one of the first
Japanese corporations to resolutely implement new
management reforms emphasizing cash flow and
consolidated Group management targeting total
optimization. We continued to institute manage-
ment innovations in 1997 with the introduction of a
Consolidated Planning and Measurement System to
provide consolidated financial reporting and results
evaluation based on each product group operation.
In 2001 we commenced our Excellent Global Corpo-
ration Plan Phase II, the second phase of our long-
term management strategy requiring that we meet
targets by the end of 2005 for the further enhance-
ment of corporate value. These management initia-
tives have led to a high-profit structure demonstrated
by five straight years of increased sales and profits,
beginning in 1999.

Canon aims to become No. 1 in the world in all of its
major business areas while maintaining the research
and development capability to continually create
new businesses. Aggressive, forward-looking invest-
ment and a deep commitment to research and
development are crucial to meet these goals. With
shortened development times for new products,
Canon can reduce costs and speed up commercial-
ization. These benefits enhance our competitiveness
in terms of both price and product functionality. We
have pursued development innovation activities like
prototype-less development* throughout the com-
pany at every stage of the product creation process,
from initial research to final production. In 2000 we
rolled out a 3D computer-aided design (CAD) sys-
tem (»P. 49), which greatly reduces the need to
build actual prototypes in the design process. These
development innovations have greatly reduced
Canon’s product development time and costs per
manufactured product and greatly raised the ratio
of new product sales to overall sales.

*Prototype-less
development
The need for proto-
| types has been greatly
reduced with the intro-
duction of a 3D-CAD
system and a commit-
ment to the develop-
ment of new simula-
tion, measurement, and
analysis technologies.

Excellent Global Corporation Plan (1996-2005)

Vision

In accordance with the kyosei philosophy, Canon will continue contributing to society through
technological innovation, aiming to be a corporation worthy of admiration and respect worldwide.

their work

1. Becoming No. 1 in the world in all of Canon’s major areas of business
2. Maintaining the R&D capability to continually create new businesses

Goals 3- The Group as a whole should have a strong financial structure that can operate and handle
long-term investment without borrowed capital

4. All employees should be enthusiastically committed to achieving their ideals and take pride in

; P Advancement of . :
Change in Thinking Consolidated Management Four Purposes of Companies Company Innovations

© Pursuit of overall optimum results © Implementation of the
© Shift to profit focus Consolidated Planning and
Measurement System (1997)
© Consolidated financial results by
product group operation
© Performance evaluations for each
product group operation

© Stability of livelihoods of © Cash flow management
employees © Withdrawal from unprofitable
© Returns to shareholders businesses
© Contributions to society
© Investments for continued
development

Production Reform Development Innovations Sales Innovations New Diversification

© Upgrade to cell production from © Full implementation of 3D-CAD

conveyor belt system © Establish Color Technical Center
© Foster multi-skilled production and Color Stadium

employees © Undertake “prototype-less
© Chie-tech (Intelli-tech): Use of production”

employee-designed tools
© Implementation of the just-in-time
concept

© Restructure and consolidate
marketing subsidiaries headquarters

© Emphasize solution businesses Enhancement of basic research

© Construct pan-European business © Group diversification

© Development of new businesses at

system Individual Group companies
© Strengthen business in China and strengthen their own businesses
other parts of Asia © Global diversification
Establish a three-regional-
headquarters global
management system



Production Reform

Continuing Innovation

To meet the challenges of international competition
and address changes in its operating environment,
Canon has engaged in production reform activities
since 1998. These include the adoption of the “just-
in-time”” production system and a switch to cell
production*, a move that completely eliminated
conveyor belts from our operations. We have also
introduced systems such as factory vanning, a prac-
tice which allows us to load containers for export
within our plants. These activities have contributed
to our many successes in flexible production. As a
result of production reform activities, Canon has
eliminated about 20km of conveyor belts, created
some 1 million square meters of usable space, and
reduced its use of leased warehouse space by
around 140,000m? over the last seven years. This
has translated into dramatic cost savings and a
cumulative reduction in CO2 emissions equivalent to
about 75,000 tons.

*Cell production
The cell production sys-
tem makes conventional
conveyor-belt based pro-
duction lines obsolete.
Small teams of employ-
ees assemble products
together, with each team
member taking respon-
sibility for a greater
number of the produc-
tion processes.

A Corporate Spirit of Meeting Challenges

The Canon Group comprises 184 consolidated sub-
sidiaries (as of December 31, 2004) around the
world, which together employ more than 100,000
people . Well over half the Group employ-
ees are from countries outside Japan. Group compa-
nies in the Americas, Europe, and Japan/Asia regions
are promoting economic and cultural development
in their communities through sales of Canon prod-
ucts and outstanding development, production and
recycling activities suited to local customs and cultures.

One of the objectives of the Excellent Global
Corporation Plan is to nurture employees who take
pride in their work and enthusiastically commit
themselves to achieving their ideals. Canon strives to
meet this goal by developing its human resources
and fostering the special capabilities of employees
while providing a stable and comfortable work envi-
ronment for all

Ongoing innovations in development and produc-
tion at Canon have directly led to improvements in
the ratio of gross profit to sales. This is not to say
that the innovations of today will sustain us for
tomorrow. Amidst the rapid changes in present-day
markets and technologies, Canon believes that fur-
ther innovations will be crucial to maintaining sus-
tainable development. One key challenge will be to
supplement the conventional need to consider the
production efficiency at the product-development
stage with the thorough reinforcement of produc-
tion infrastructure and the introduction of new
pragmatic manufacturing technologies at produc-
tion sites. Costs can be further reduced by establish-
ing a more profitable ““concurrent development
structure” that links the development and produc-
tion divisions.

Other reforms aim to further automate the assem-
bly process and increase the ratio of in-house pro-
duction of key product components along with the
equipment and dies to manufacture those compo-
nents. Through these initiatives, we expect to accu-
mulate internal production know-how and improve
our cost ratio by pushing costs down even further.

These new innovations will enable Canon to build
and expand a global infrastructure that sufficiently
adapts to the changes in today’s global business
environment. In Japan, we are restructuring our
Group manufacturing and marketing companies to
optimize both the Group and each company’s com-
petitive strength, while establishing new R&D and
production sites. Overseas, mainly through our mar-
keting companies, the Canon Group has strengthened
sales networks to support our solutions business,
and adopted a new streamlined sales organization
in the EU that better responds to regional market
integration. We are also keeping a close eye on the
expanding Chinese and other Asian markets and
plan to strengthen our sales structure there as well.

Canon Sustainability Report 2005
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Vision & Strategy

Vision for Environmentally Conscious
Management

Environmentally Conscious Management based on EQCD

Canon takes a comprehensive approach to environmentally conscious management
by innovating new technologies, developing its environmental evaluation system, and
adopting initiatives to reduce the environmental burden of business activities.

Promoting Environmentally Conscious
Management

Established in 1993, the Canon Environmental Charter
embodies the basic philosophy and fundamental
policies of our environmental assurance activities. All
of these activities are based on the EQCD concept
and are in keeping with the kyosei philosophy. The
charter was revised in 2001 to reflect the introduc-
tion of a new plan to maximize resource efficiency
and thereby ensure that the Group can pursue both
environmental and economic goals through techno-
logical development and the establishment of social
mechanisms.

Our approach to the environment continues to
evolve. In 2003, for example, we put our approach
into practice by setting forth the overriding indicator
Factor 2 (»P. 14) as our Vision for 2010. Factor 2
sets the numerical goal of more than doubling
resource efficiency of business activities throughout
the life cycle by 2010 as compared with 2000. Mid-
Term Environmental Goals with milestones
to meet by 2005 have been created to incorporate
the vision into our business activities in planned
stages, and each product group operation and oper-
ational site is required to fulfill specific goals to help
meet Group targets.

We are taking a multifaceted approach to meet-
ing our environmental goals starting with the cre-
ation and application of innovative environmental
technologies. In the areas of environmental con-
sciousness of products and reducing the environmen-
tal burden at operational sites, we have instituted
environmental assurance initiatives in each area
which focus on the three themes of global warming
prevention and energy conservation, resource con-
servation, and the elimination of hazardous sub-
stances . These activities result not only in
reduced environmental burden, but also differen-
tiate our products as environmentally conscious,

EQCD Concept

Environment (environmental assurance)
Companies are not qualified to manufacture
goods if they are incapable of environmental
assurance.

Quality

Companies are not qualified to market goods
if they are incapable of producing quality goods.
Cost

Delivery

Companies are not qualified to compete if
they are incapable of meeting cost and delivery
requirements.

Canon Sustainability Report 2005

lower costs through energy- and resource-efficient
production, reduce risk by curtailing the use of des-
ignated hazardous substances, and reinforce com-
petitiveness while supporting sustainable growth. All
of these improvements combine to raise Canon’s
brand value.

The introduction of the Environmental Evaluation
System (P P. 45) in 2001 has enabled us to manage
the results of each division. These results are incorpo-
rated into the Evaluation System on a Consolidated
Basis, the foundation of Canon’s consolidated man-
agement system, allowing management to directly
evaluate the actual results of the environmental
assurance activities at each division.

From 2004, to create a more comprehensive
structure for environmentally conscious manage-
ment, the Canon Group embarked on a three-year
plan to obtain 1ISO14001 consolidated certification
covering the entire Group (»P. 43). To this end, we
revised our Environmental Charter and environ-
mental assurance rules in August 2004, and in the
summer of 2005, the Canon Group is planning to
acquire consolidated certification, which includes
our operational sites, subsidiaries and affiliates in
Japan, and some of our marketing subsidiaries and
affiliates in Europe, as a first step.

With this management system, Canon is striving
to create a unified approach to the environment and
economic performance.

Yusuke Emura
Managing Director and
Group Executive of

the Global Environment
Promotion Headquarters,
Canon Inc.

Maximization of
Resource Efficiency

“Maximization of resource efficiency” means
achieving maximum efficiency in the use of
resources—in other words, offering the highest
quality standards for products and services,
while minimizing resource consumption, and
practicing reuse and recycling. The key
objective is to add as much value as possible,
using as few resources and as little energy as
possible.




Canon Group EnVironmentaI Charter established in 1993 revised in 2004

Corporate Philosophy:
Kyosei
Achieve corporate growth and development while contributing
to the prosperity of the world and the happiness of humankind.

Environmental Assurance Philosophy

In the interest of world prosperity and the happiness of humankind, pursue maximization of resource efficiency,
and contribute to the creation of a society that practices sustainable development.

Fundamental Policies for Environmental Assurance

Seek to harmonize environmental and economic interests in all business activities, products and services (the EQCD
concept); offer products with lower environmental burden through innovative improvements in resource efficiency,
and eliminate anti-social activities that threaten the health and safety of mankind and the environment.

1. Optimize the organizations for promoting the Canon Group’s global environmental efforts, and promote environmental assur-
ance activities for the Group as a whole.

2. Assess the environmental impact of entire product life cycles and explore ways to minimize environmental burden.

3. Promote the research and development of technologies and materials essential for environmental assurance and share the
achievements with society.

4. Comply with all applicable laws in each country/region and other requirements the Canon Group agrees upon with stakehold-
ers, and promote energy and resource conservation and elimination of hazardous substances in all corporate activities.

5. In procuring and purchasing necessary resources, give priority to materials, parts and products with lower environmental burden.

6. Establish an Environmental Management System (EMS) to prevent environmental pollution and damage, and steadily reduce
environmental burden.

7. Actively disclose to all stakeholders information on environmental burden and keep them updated on the progress of environ-
mental measures.

8. Raise the environmental awareness of employees and educate them to take the initiative in environmental protection.

9. Maintain close relationships with governments, communities, and other interested parties, and actively support and participate
in environmental protection activities.

® Canon’s Environmental Management System

Environmental Vision: ®Global warming prevention and energy conservation
Factor 2 ®Resource conservation
®Elimination of hazardous substances
. , \
Mid-Term Environmental Environmental Assurance Activities

Goals (PLAN) \ — by Group Companies (DO)
Improvement and Promotion of . Adquaytex / \

Environmental Assurance marketin :
'Enhancement of Maximization of Ac es in Each o companiegs 0 oLocaI ma'rketlnge
Environmental Assurance Resource Efficiency Division (DO) : companies, etc.
Activities (ACTION) Wm‘actquy /
companies

/\_/

Environmental Evaluation
System (CHECK) \ )

®Environmentally conscious products
®Reducing environmental burden of business activities

v

Evaluation on
a Consolidated Basis

Canon'’s Goals for Environmentally Conscious Management
e®Differentiate products based on environmentally conscious design
®Reduce costs through energy- and resource-efficient production
®Alleviate risk by reducing the use of designated hazardous substances ®Raise brand value

Canon Sustainability Report 2005
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Vision & Strategy Environmental Burden and Factor 2

Understanding Environmental Burden across the Entire Life Cycle

Canon continues to assess and analyze the environmental burden associated with the flow of
its business and formulates effective measures to deal with the burden. In 2004 we drew
closer to our Factor 2 target, the Vision for 2010, by improving the environmental efficiency
of the Group to Factor 1.30.

The direct environmental burden from Canon’s
operational site activities in 2004 was equivalent to
850,000 tons of CO,, or 14% of the environmental
burden from the entire life cycle. The indirect envi-
ronmental burden from the remaining stages—the
upstream activities related to the manufacture of
raw materials and parts by suppliers and the down-
stream activities of logistics by transportation com-
panies and the use of products by customers—
generated 5.25 million tons of CO,, or 86% of the
burden of the entire life cycle.

Status of Environmental Burden

The life cycle of Canon’s business activities com-
prises four major stages: 1) The manufacture of raw
materials and parts by suppliers; 2) Canon Group’s
operational site activities (development, production,
sales); 3) Shipping of products to retail outlets (logis-
tics); and 4) Use of products by customers. The
material balance*! of the environmental burden*?
associated with each of these stages is illustrated in
the chart below.

® Canon Group Material Balance in 2004

Recycling
INPUT
Energy Resources (in terms of Electricity 1,341,270MWh
crude oil) 1,182,000kL Gas ——— 22,086km?
Kerosene/Fuel Oil— 30,877kL
Steel/Aluminum—— 301,000t Steam— 115,594GJ
Plastic ——— 266,000t
Electronic Parts 9,000t Water Resources—7,700,000m?
Glass —— 4,000t Indirect Materials
Paper ——— 244,000t (chemical substances)—10,672t Shipping Fuel 288,656kL Electricity——4,860,040MWh
— Operational
> s Site Activities Logistics
Materials/Parts Processing (development, Total weight of Product Usage
Raw Materials/ production, sales) products shipped
Parts Production 719,000t
P. 41-42 P. 53-55 P. 17, 56 P.19-22, 50
CO, — 2,649,000t-CO; CO, — 848,000t-CO; CO, ——762,000t-CO2 CO, — 1,837,000t-CO:
SOX ———— 3t SOx ————— 381t
NOX ——— 68t NOXx — X 1,820t
Wastewater 5,873,000m3
OUTPUT BOD—— 53t
COD——— 5.9t
All Nitrogen———— 7.7t *1 Material balance
All Phosphates ——— 1.3t The amount of energy and resources used in all business
Discharges of Hazardous activities along with the discharges of substances acting as a
Substances ————— 584t burden on the environment (including waste).
*2 Environmental burden
Waste ——— 1,809t Artificial impact on the natural environment caused by the

activities of companies and individuals.

®Expanding the Scope of Data

Canon continually seeks the most appropriate method for col-
lecting and calculating data in order to obtain a comprehensive
and accurate picture of the environmental burden of all busi-
ness activities over the entire life cycle. In calculating the envi-

®Basic Approach to Calculating Environmental Burden

Our calculations reflect the environmental burden associated with business activities at every stage
of the life cycle: raw materials/parts production; operational site activities (development, produc-
tion, sales); logistics; and product usage by customers.

With regard to CO, emissions from operational site activities, the calculations include emissions of ronmental burden data for 2004, the scope was revised and
five greenhouse gases in terms of CO,: both the energy-derived greenhouse gas CO and the non- expanded from the Sustainability Report 2004. Specifically, the
energy-derived greenhouse gases PFCs, HFCs, SFs, and N2O. The conversion of CO; is made using data additionally cover the following:

annual coefficients for each region (»P. 62). Specifically, coefficients supplied by the Ministry of OR terials/part: ducti tage: Electroni is. alu-
the Environment and The Federation of Electric Power Companies of Japan are used for site activi- aw materialsiparts production stage: Llectronic parts, aiu
ties in Japan, and coefficients supplied by the International Energy Agency are used for site activi- minum, SUS, packaging materials, and other items.

ties in regions outside Japan. (See “Operational Sites Covered in Report” on P. 65) OProduct usage stage: Cameras, video camcorders, large-for-

The coefficients from the Ministry of the Environment for 2000 are used to calculate the burden of [)nr?);g‘ckajsett'r?nTgﬁgzssmg%g?zcw mgggfgﬁzug?ﬁefq%%mgg'
product usage by customers, with the average amount of electricity consumed by products shipped ing ' ! quip ’ products.
in a given fiscal year converted into CO», based on the average years of use of those products.

Other CO: conversion coefficients are provided in JEMAI-LCA (LCA software from the Japan

Environmental Management Association for Industry).
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measured by CO. emissions was reduced to 6.024
million tons in 2004 from 6.099 million tons in
2000. Most of this improvement was achieved
through the sale of energy-efficient products with
reduced environmental burden (CO, emissions) dur-
ing use by customers. Although the environmental
burden at the stages other than product use actually
increased in 2004 compared with 2000 as a result of
the increase in sales, we succeeded in restraining the
increase in this burden to a growth rate below the
rate of increase in net sales.

Progress in Vision for 2010

The goal in our environmental Vision for 2010 is
Factor 2, the overriding indicator by which we plan
to at least double resource efficiency associated with
the entire business activity life cycle by 2010, as
compared with the baseline year of 2000.

In 2004, the environmental efficiency indicator for
the Canon Group improved to 1.30, or “Factor 1.30”
compared with 2000. Though Canon Group sales
increased to 3.5 trillion yen in 2004 from 2.7 trillion
yen in 2000, the Group’s environmental burden as
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Vision for 2010
Overriding Indicator: Factor 2

Net sales*!
Life cycle CO, emissions*2

More than double compared with 2000

*1 Annual consolidated sales of the Canon Group.

*2 The environmental burden from business activities at every stage of the life cycle—
the flow of business activities from production of raw materials, to production and
marketing by the Canon Group, use by the customer, and recycling/disposal after
use—is converted into total direct and indirect CO emissions.

® Environmental Burden and Factor of ® Environmental Burden at Each Stage of the Life Cycle
Environmental Efficiency
Environmental burden Factor (1,000t-CO,)
(1,000t-CO)
10,000 2.50
500 2000 6,099
8,000 R 2.00
(42.1%) (9.9%) (11.2%) (36.8%)
6,099 6,024 .’
6,000 § 1.50
30
4,000 00 1.00
2004 6,024
2,000 0.50
(44.0%) (12.9%) (12.6%) (30.5%)
0 2000 2004 2010 O
(baseline) (current results) (goal)

@®Collection of Environmental Burden Data (life cycle CO;

emissions) for Calculating Factor 2 Indicator
The collection of environmental burden data for the calculation
of the factor is based on the same approach taken for the
material balance on the opposite page. However, since this goal
was set in 2000, the current scope of the environmental burden
covered by the factor is different from the latest material bal-
ance. In addition, to express different types of environmental
burden as a single numerical unit, the basis of the calculations is
energy-derived CO; emissions.

Though the baseline for calculations is 2000, in our efforts to
refine the data collection, revisions may be made to past data,
including that for the baseline year. Furthermore, the environ-
mental burden data for the baseline year of 2000 include a
rough estimate of the logistics burden outside Japan based on
shipments, as precise data do not exist.
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Progressing Towards the Goal of Factor 2

Results of Activities in 2004

The year 2004 marked the start of our
Mid-Term Environmental Goals and our
drive to realize the Vision for 2010. For the
year, the Canon Group achieved a Factor
1.30 compared with 2000 for the year as a
whole (»P. 14).

The Group progressed far in a number
of its product goals. Our main products
qualified for environmental labels (»P. 50),
while we received the ENERGY STAR®
Program Partner of the Year—Product
Manufacturer Award (see Topics below).
Our main product lines were significantly
improved in the course of the year through
the introduction of more compact and
lighter designs and higher energy efficiency
during operation and standby
(»P.50-52). We also advanced our efforts
to eliminate hazardous substances from
our products by completing an organiza-
tional structure to ensure full compliance
with the EU’s RoHS directive
(P P.52). Canon has successfully commer-
cialized the imageRUNNER C6800/iR 6800C
color MFD, the EOS-1D Mark Il digital SLR
camera, and other RoHS-compliant prod-
ucts even before the implementation of
the directive. We aim to have all of our
new products in compliance from 2005.

As for operational site goals, the total
amount of our greenhouse gas emissions

(converted to COy) in 2004 increased 4%
compared with 2000 in terms of units of
sales. Thanks to our introduction of highly
efficient energy-saving technologies

(»P. 53), the results represent a 3% reduc-
tion compared with the level in 2000
assuming a constant coefficient for con-
verting electricity into CO, between 2000
and 2004 in Japan. The active expansion
of internal recycling, meanwhile, led to a
20% reduction in the total amount of
waste generated by the Group in 2004. Of
the 15 operational sites outside Japan cov-
ered by this report, nine were able to com-
pletely eliminate the generation of landfill
waste (»P.54). Canon is also ahead of
schedule in its efforts to eliminate haz-
ardous chemicals from its operations: by
the end of 2004, the Group had already
met its 2005 goals for reducing the
amount of discharge of hazardous chemi-
cals and substances designated by Japan’s
PRTR Law (»P. 55).

Regarding the common Group goals,
Canon held direct meetings with con-
sumers and university students as part
of environmental communication activities

. We also have initiated a three-
year plan to attain 1ISO14001 consolidated
certification for the Group as part of our
effort to reinforce environmentally conscious
management at the Group level (»P. 43).

Organizations around the world have

Having compiled the results of our environmental burden analysis for 2004, the initial
year of the Mid-Term Environmental Goals and the Vision for 2010, Canon has launched
a range of new measures to meet the ultimate goal of Factor 2.

applauded these efforts. Among other dis-
tinctions, Canon was selected to become a
component of the international sustainabil-
ity investment indices FTSE4-Good Global
100 Index and DJSI World in 2004

Challenges for 2005

The Canon Group aims to meet its Mid-
Term Environmental Goals for 2005 as
milestones in its drive to realize the Vision
for 2010, Factor 2. We will also establish
New Mid-Term Environmental Goals for
2006-2008 representing the optimum
rational management objectives for the
entire Group. These new objectives will be
designed to identify and harmonize Group
tasks required for achieving Factor 2, in
parallel with the Group efforts to obtain
ISO consolidated certification.

Canon has been taking a proactive
approach to compliance with the Kyoto
Protocol by planning the introduction of a
separate management system for each
product group operation and operational
site. The full-scale operation of this system
will bolster our measures at operational
sites to combat global warming.

Receiving the ENERGY STAR® Program* Partner of the Year—Product Manufacturer Award

Canon U.S.A., Inc. has been awarded the
2005 ENERGY STAR® Partner of the
Year—Product Manufacturer Award from
the U.S. Environmental Protection Agency
and the U.S. Department of Energy.

The award recognizes Canon’s achieve-
ments as a market leader in developing
innovative, energy-efficient technologies
and incorporating these technologies into
a broad range of new products. Canon
was also recognized for its efforts in
broadly promoting the importance of
energy efficiency and encouraging public
interest and awareness.

Since 2001, Canon U.S.A., Inc. as received
the prestigious ““Partner of the Year Award
—Product Manufacturers” four times. The
company has also been presented with
five other awards since joining the pro-
gram in 1993.

U.S. Secretary of Energy Samuel Bodman (left) with
Michael Davison, Director and General Manager,
Canon U.S.A,, Inc.

*ENERGY STAR® Program

The ENERGY STAR® Partner of the Year award

The U.S. EPA introduced this program in 1992 to promote the development and marketing of energy-efficient
products that support the prevention of global warming by reducing greenhouse gas emissions. Expanding
internationally, the program also has been introduced in Japan, EU and other countries (> P. 50) (> P. 62).

15



Vision for 2010

Overriding Indicator Target Results for 2004 Related Pages
More than double the ratio of net sales to life cycle CO2 Achieve .
Factor 2 emissions, using 2000 as the baseline year by 2010 Achieved Factor 1.30 P.14
Mid-Term Environmental Goals and Results for 2004
Item | Target | Results for 2004 o Levelof | polated
Product Goals in2os | Pages
Meet standards of the Law Promoting Green Purchasing in
Meeting Standards | Japan (No. 1 in percentage of products meeting standards) 2005 | 91.4% (53 of 58 products) met standards O
for Environmentally . P Eco Mark (for copying machines, printers): 68.8% of products met standards (33 of 48 P. 50
Conscious Products m;_eotrsetgg_dl:tr;ﬁsand acquire certification for all 2005 | products); Eco-label certification obtained for business machines in various countries O
J and territories (Taiwan, South Korea, Thailand, Hong Kong, Canada, United States)
Have products qualify for ENERGY STAR® Program (No. 1 in .
i percentage of products qualifying) 2005 | 91.4% (53 of 58 products) qualified O
Elatiel Wetiillig Reduce energy consumption during operation and standb)
Prevention and . by 30% comgpyared withp2000 90p 4 2005 | Goal met for main business machine products (new product engines) © P. 50
ST TR Fully meet standards of the Energy Conservation Law in
J:pgn (copying machines) oy rvat wi 2005 | Fully met standards for all categories of products (13 of 13 types of products) ©
2:§2:i;ecycllng systems for Europe, Japan, Asia, and North 2005 Systems being created in each region o
Recover 90% or more (by mass) of collected products 2005 Copying machines, 97.7%; cartridges, 100% ©
Ut d led materials for all product d Amount of reused or recycled materials used: 4,409 tons (materials used in most
Irltée reus? dorlre(t:yc led materials for all products (reuse 2005 | printers, including LBPs and inkjet printers, large-format inkjet printers, as well as in O
parts, recycled plastics) some types of copying machines)
R R i ight by 15% ) ) ) ) P.51-
Cii\os::\c/:tion me%%eoproduct size and weight by 15% compared 2005 Goal nearly met for main business machine products (new product engines) @) 52
Increase rate of recyclability in design to 75% or more of .
product mass (reuse, material recycling) 2005 | Met WEEE targets at design stage for all but a few types of products @)
Increase recoverabilty in design to 85% or more of product | WEEE standard: 65% of product recyclable by mass, 75% of product recoverable by o
mass (including energy recovery) mass
Use green plastics for products and packaging (polylatic 2005 Committee launched to consider technical aspects of the evaluation of materials for o
acid resin) purchase
Bring all products into compliance with RoHS Commercialized the imageRUNNER C6800/iR 6800C series color MFDs, the EOS-1D
(Complete assurance system by end of 2004 to ensure new 2004 Mark Il digital SLR camera, and other products; Completed assurance system to ©
products compliance from 2005, in principle) ensure compliance for all new products from 2005
Eliminati " Use fewer types of plastics for parts and chassis; Use 100% 2005 Reduced the number of types of plastics used by 18%; Halogenated flame retardant o
H;Ta"r];oll?sn © non-halogenated plastics for product chassis plastics not used in 97.8% of chassis; Sub-committee launched P. 20,
. . - Halogen-free paper phenol used for all LPB products, 1 copying machine product; 52
Substances Use Sﬂblst'tme {ngterlals for circuit boards 2005 | Halogen-free laminated circuit boards used in 5 digital video camcorder products; @)
(non-halogenated) Sub-committee launched
Xg;%bﬁgmi;g:\ terials for PVC (polyvinyl chioride) in 2005 | Quality assessment made on prototype electrical adapters and cables @)
Protecting the Meet principal environmental standards for noise 2005
Environment during | Meet principal environmental standards for particulates, 2005 | BA emission standard* met for sound and emissions for some LBP products P.50
Product Usage VOC and ozone
Management Implement LCA/LCC in design reviews for main products 2004 | LCA evaluation system completed in October 2004 P. 49
Operational Site Goals
. Reduce CO; emissions per unit of sales by 25% compared . o o i
Global Warming to 2000 2010 | 49 increase (3% reduction in basic units of sales compared to 2000, assuming that - P 17—
Prevention and Reduce CO, emissions per unit of sales by 5% compared the coefficient for converting electricity into CO; in Japan has remained constant 1'8 53
Energy Conservation | "> 2 P y 576 comp 2005 | from 2000) (O) '
- - S
) Itr;cgeoasg internal recycling percentage by 40% compared 2005 5569 improvement o)
esource n S
oot gggBease the total waste generation by 25% compared to 2005 20% reduction o P.54
Decrease landfill waste to zero (achieved in Japan in 2003) 2005 Achieved by 9 of 15 operational sites outside Japan O
i 0,
Elimination of E)e%t(:)eohazardous substance discharges by 50% compared 2005 539 reduction o
Hazardous - - P.55
Reduce discharges of PRTR Law designated substances by "
Substances 60% compared to 2000 2005 | 75% reduction ©
Logisti Reduce CO, emissions per unit of sales by 20% compared 2006 16% reduction (in Japan); Modal shift expanded (Reference: Data collection for o P.17-
D to 2000 international logistics begun in 2003) 18,56
Common Group Goals
, . . Environmental Education Fundamentals Course offered; Canon Ecology Person
Employee Trainin Restructure the Group’s environmental education system 2005 Diagnosis course introduced; Green procurement training provided; Product O P. 47
ploy g
(customize by job type and employee rank) environmental education provided
. o ) - Child photography project and photo exhibitions supported; Charity Walk held; P. 39-
Social Contributions | Implement new social contribution program 2005 Preparation made for Bellmark participation through cartridge collections © 40, 58
Communication Establish interactive communication system 2005 | Conferences on the environment held for university students and consumers [©)] P. 29,
° unications Disclose product environmental efficiency indices 2004 Test introduction and disclosure of LIME method developed under LCA project O 45
. . I Canon Group rules issued to prepare for ISO consolidated certification; Activities to
EMs Gain 15014001 consolidated certification 2005 | 5htain ISO consolidated certification promoted (3-year plan for 2005-2007) O P. 43,
Develop Environmental Information Management System 2005 Environmental accounting introduced at manufacturing subsidiaries and affiliates o 46
for global application outside Japan
Eﬂz;;(;?gfntal Festmale)(ljlis;izzvggg};neesgézl pollution prevention and 2005 | Environmental technology and solutions businesses launched @) P. 48

Evaluation symbols for goals: 100% or higher achievement = ©, 70% or more = O. For qualitative goals, © denotes comprehensive achievement,
while O denotes progress (improvement over previous year)
*BA: Blue Angel (environmental label developed in Germany)
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Combating Global Warming in All Areas of Business

Global Warming and Enforcement
of Kyoto Protocol

Earnest international efforts to combat
global warming date back to the adoption
of the United Nations Framework Con-
vention on Climate Change (UNFCCC) in
1992. The efforts came to fruition in 1997
at the Conference of the Parties Ill (COP3)
with the framing of the Kyoto Protocol,
the international treaty to mitigate climate
change. This historic pact to reduce emis-
sions of CO, and other greenhouse gases**
came into force on February 16, 2005,
three months after its ratification by Russia
in November 2004. Japan’s international
commitment under the treaty is to reduce
CO, emissions by an average of 6%
between 2008 and 2012 compared to the
baseline year of 1990.

Canon’s Measures to Mitigate
Global Warming

Canon understands the importance of mit-
igating global warming. In 1996, a year
before COP3, we established an Energy-
Efficient Operational Site Sub-Committee
and began to aggressively reduce the
amount of CO, emissions at operational
sites. Four years later, in 2000, we set a
target of reducing 2003 emissions of CO»
per unit*2 of production to 15% below
the 1999 level. The actual result was a
28.5% reduction in CO2 emissions, an
improvement nearly doubling our target.

The Kyoto Protocol targets CO,, PFCs,
HFCs, SFs, CH4, and N2O as the six green-
house gases to be reduced. In 1998,
Canon established a Countermeasure Sub-
Committee on PFCs and decided to find
alternatives for and eliminate PFCs, HFCs,
and SFe—gases used mainly as cleaning
agents, solvents, and aerosol propellants in
our operations. By the end of 1999, we
had nearly eliminated these gases.

Canon’s countermeasures against global warming predate the enforcement of
the Kyoto Protocol in various fields of business.

Various broad agreements have been
announced in Japan in parallel with the
ratification of the Kyoto Protocol, including
specific targets for the reduction of logistics-
related CO, emissions. Canon established
an Environmental Logistics Sub-Committee
in July 2002, set numerical targets for CO>
emissions reduction, and introduced initia-
tives to meet the targets.

*1 Greenhouse gases

Gases that cause a warming of the Earth’s atmos-
phere. The Kyoto Protocol targets methane (CHa),
nitrous oxide (N20), CFC substitutes HFCs and PFCs,
and SFe in addition to CO».

*2 Unit

An expression of environmental burden efficiency in
terms of sales (per unit of sales) and production (per
unit of production).

Promoting Global Warming Countermeasures in Logistics Suitable for Each Region

Canon established an Environmental Logistics
Working Group in May 2003 to further the
work of the Environmental Logistics Sub-
Committee by analyzing logistics at each
stage of business activities, from procure-
ment to sales of products, through a num-
ber of sub-working groups (» P. 56). In this
way, the working group is promoting
measures to reduce logistics-related envi-
ronmental burden on a global scale. Since
2003, Canon has been able to quantify the
levels of CO. emissions generated from
international shipping and logistics at its
production and sales sites outside Japan

In Japan, Canon teamed up with a transport firm and
Japan Freight Railways Company to develop and intro-
duce a new railcar container that efficiently loads goods

(P P. 64). With this capability, we have
effectively completed our system for gath-
ering data on Group logistics-related emis-
sions. Canon is now using Group-wide
data to set goals for each site and promote
specific CO. emission-reduction policies
appropriate for each region.

In Europe, for example, we are promot-
ing a modal shift*, while in Asia we have
set up milk runs for parts procurement
(»P.56) and eliminated intermediary dis-
tribution by shipping products directly
from the production sites to countries
where the products will be used. In North

In Europe, a modal shift from truck transport to rail
and ship is underway

America, we have shortened the total
shipping distance by repositioning ware-
houses. For international shipping, we
have improved the packaging of products
and increased the loading efficiency of
ocean containers.

*Modal shift

Switching to transport means with a lesser burden
on the environment. The amount of CO> emissions
generated by transporting one ton of freight over
one kilometer by rail is 1/9 that of truck transport,
while ship transport produces 1/4 the emissions.

In China, milk run pick-up is being promoted for
parts procurement
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Status of Global Warming
Countermeasures and Future
Strategy

In May 2003 we created a Global Warming
Prevention Strategy Working Group to pro-
mote the transition from site-specific envi-
ronmental activities to Group-wide activities.
The Group-wide target for operational sites
for 2010 is to lower emissions of green-
house gases per unit of sales by 25% (con-
verted to CO, emissions) compared with
the 2000 level. The target for logistics
alone is to cut emissions by 20% per unit
of sales by 2006. The Group is striving to
meet these goals primarily through more
energy-efficiency initiatives.

In designing its new operational sites,
Canon is creating model energy-efficient
buildings. We have introduced highly effi-
cient equipment and proactively refitted
our facilities at existing Canon sites to
streamline them physically. We also make
constant efforts to introduce production
reforms which eliminate waste on the
process side (P P. 53).

In the semiconductor manufacturing
process, new equipment has been installed
to purge the small amount of remaining
non-energy-derived greenhouse gases used
to clean deposition systems and for dry
etching.

Total Amount of Greenhouse Gas Emissions by

the Canon Group
(Data for the entire Canon Group)

W Non-energy-derived greenhouse gases MEnergy-derived greenhouse gases
@Per unit of sales (1990 = 100)

®Per unit of sales (2000 = 100)

Total Group emissions of greenhouse
gases per unit of sales in 2004 declined by
14% from the 1990 level, although it rose
by 4% in comparison with 2000. Assuming
a constant coefficient for converting elec-
tricity into CO> between 2000 and 2004
for operations in Japan, the results repre-
sent a 3% reduction compared with the
level in 2000. The emissions at Group pro-
duction sites in Japan have a direct impact
on the obligations under the Kyoto
Protocol. These emissions fell by 33% per
unit of sales from the 1990 level in 2004,
comfortably clearing the industry’s 25%
reduction target set for 2010.

Canon is now studying the Kyoto
Mechanisms*, a set of methodologies pro-
posed to help parties progress towards
their emissions reduction targets. We will
monitor the status of environmental regu-
lations both inside and outside Japan to
determine whether we can feasibly intro-
duce the Kyoto Mechanisms.

*Kyoto Mechanisms

Multilateral projects, emissions trading, and other
international cooperative measures designed to help
countries meet their emissions reduction goals.

Development Center, have introduced electric
power storage batteries (NAS batteries) which store
energy at night and discharge it during the day

Oita Canon Materials Inc. and Canon Chemicals
Inc. have installed cogeneration systems that
produce both electricity and heat from direct fuel
combustion

Total Amount of Greenhouse Gas Emissions by

the Canon Group’s Main Production Sites in Japan
(Corresponding to the scope of the Kyoto Protocol (as of April 2005))

@Per unit of sales (calculated using the 2000 coefficient for converting

electricity into COz2 (in Japan only))

WNon-energy-derived greenhouse gases MEnergy-derived greenhouse gases
®Per unit of production (1990 = 100)

(1,000t-CO2) (%) (1,000t-CO2) (%)
1,200 120 600 120
479
1,000 100 500 100
424
408 402 397
800 80 400 69 80
640 682 778 = 68 o 67
634 56

600 492 60 300 60

400 20 200 0

200 20 100 20

(Z (<
0 90 /7 ‘00 01 02 '03 04 0 0 '90 77 00 0L '02 03 04 0
(vear) (vear)

@®Scope of Data

*Main Canon Group sites: Please refer to “Operational Sites Covered in Report™

(P. 65) for sites covered in 2004.

*Greenhouse gases = CO; + PFCs + HFCs + SFg + N.O

®Scope of Data

*Main Canon Group production sites in Japan: In 2004, the scope covered Canon

Inc. (six sites) and the manufacturing subsidiaries and affiliates (24 sites).
*Greenhouse gases = CO; + PFCs + HFCs + SFg + N.O




Environmentally Conscious Features in Every Product

Environmentally Conscious Features of Inkjet Printers

While the environmental burden of per-
sonal-use products may be small on a per-
unit basis, products like the inkjet printer
are selling at a pace of more than 10 mil-
lion units a year worldwide. Environmental
measures in the engineering of these
machines have a tremendous potential
impact on society.

Canon’s inkjet printers are becoming
more and more energy efficient. This has
led to an especially large reduction in their
environment burden at the usage stage.
New Canon inkjet printers are lighter,
more compact, and produced with a higher
ratio of recyclable materials than earlier
models. Starting with the PIXMA iP1500,
Canon’s inkjet printer lineup is making
steady progress in complying with the
RoHS directive.

PIXMA iP1500

PIXMA iP4000
inkjet printer

Main Environmental Features of
PIXMA iP4000

Reduced per-day power consumption
Improvements in the printer controller and the
development of a low-power mode system have cut
the per-day power consumption by 71% compared
with previous models. Power consumption is mini-
mized during standby and power-off.

Reduction in Per-Day Power
Consumption*

(Wh)
30 26.5Wh -
% L ( Power consumption\‘
é‘ 20 ‘[ggyced by 71%_~
s __ -
2 15
T < 7.6Wh
S |
SENE
0 S600 PIXMA iP4000
2000 model 2004 model

Environmentally Conscious Features of Image Scanners

The environmental burden of conventional
image scanners has always been large dur-
ing use. Canon overcame this problem by
developing the revolutionary LIDE (LED
InDirect Exposure) image scanning carriage,
a technology which incorporates a small,
low-power-consuming LED in place of
a fluorescent lamp. The scanners are also
equipped with a smaller and simpler imag-
ing system to improve resource efficiency.
Beginning with the CanoScan 8400F, our
image scanner series is making steady
progress in becoming RoHS-compliant.

CanoScan 8400F

Main Environmental Features of
CanoScan LiDE 500F

Reduced per-day power consumption
Per-day power consumption has been reduced by
85% thanks to LIDE technology and a low-power-
consumption drive system and firmware.

Lighter, more compact

The cubic dimensions of the scanner are 68%
smaller and the weight is 47% lighter than previous
models thanks to a simplified and more compact
scanning system.

Canon uses the LCA method to analyze the environmental impact of its products. A numerical
understanding of the burden helps us design products with progressively higher energy and
resource efficiency without the use of hazardous substances.

High functionality and small size

The paper feed system and other components have
been redeveloped and scaled down to fit within the
smaller printer dimensions. The printer offers such
features as a dual paper path with built-in double-
sided printing. Compared with previous automatic
double-sided printing models, the cubic dimensions
of the printer have been decreased by 52% and the
weight has been decreased by 29%.

Color-independent ink cartridges

With our new color-independent ink cartridge sys-
tem, users can replace only the color that has run
out.

*Conditions

In a day, the power-off time is calculated at 16 hours.
In the remaining 8 hours, the printing time consists
of 15 pages of color output and 15 pages of mono-
chrome output consecutively. All other time is calcu-
lated as standby.

CanoScan LiDE 500F
color image scanner

Reduction in Per-Day Power
Consumption*

(Wh)
B0 74.5Wh
2 60 <./ Power consumptiok‘
§ \[gduced by 857"{0//
2 40 N
c \
5 \
SR N
g 20 < 11.4Wh
0 FB1210U CanoScan LiDE 500F
2000 model 2005 model
*Conditions

The PC “ON” time (scanner in standby mode) is cal-
culated at 8 hours a day; in that period, operation
time is calculated at 10 minutes.
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Environmentally Conscious Features of Digital Cameras

By virtue of their small size, Canon’s cam-
eras make up a minor part of the envi-
ronmental burden of Canon’s products.
Nevertheless, Canon spares no effort to
design them as environmentally friendly
as possible. Given the small amount of
resources used in the cameras and the
even smaller power consumption during
use, the raw materials stage of the entire
life cycle makes up about 80% of the bur-
den of the products. To improve the envi-
ronmental consciousness of cameras, we
are working towards smaller, lighter
designs while eliminating resource loss in
the production of camera lenses and other
processes. As Canon cameras become
more compact, their power consumption
will also decline.

Canon is also making progress towards
the goal of eliminating hazardous sub-
stances from its cameras. Lead-free lenses*
have been developed and incorporated
into all of our models. We have also suc-
ceeded in reducing the amount of haz-
ardous substances used in electrical parts.
The EOS-1D Mark I digital SLR camera
became the first of Canon’s digital cam-
eras to comply with the RoHS directive (see
Topics below). All of the other models are
currently on track for compliance.
*Lead-free lens

Lenses that use alternative technologies to lead for
increasing the refraction index.

]/ ———con—

RwerShat SD400

DIGITAL ELrH

PowerShot SD400 DIGITAL ELPH/
DIGITAL IXUS 50 compact digital camera

Standby power consumption of the battery charger
for the PowerShot SD400 DIGITAL ELPH/DIGITAL
IXUS 50 clears the EU’s voluntary energy efficiency
standard (2005) for external power supply (0.26W).

RoHS-compliant through the introduction of alter-
native technologies.

Main Environmental Features of
PowerShot SD400 DIGITAL ELPH/
DIGITAL IXUS 50

Minimizing the size of the circuit board with
DIGIC Il and SIP

The DIGIC Il is a high-performance imaging engine
equipped with numerous functions, all integrated
into a single chip. Our SIP (System in Package) tech-
nology combines the DIGIC Il, camera-controller and
imaging processing chips and other chips into a sin-
gle package to reduce the size of the circuit board.

Flash memory

Second layer

First layer

Ultracompact 3x optical zoom lens

The optical zoom lenses of new models are even

more compact than the earlier generation of 3x

zoom lenses PowerShot S300 DIGITAL ELPH/DIGITAL

IXUS 300 camera)

PowerShot S300 DIGITAL ELPH/  PowerShot SD400 DIGITAL ELPH/
DIGITAL IXUS 300 DIGITAL IXUS 50

o
-

x o [ \".
{ (3R{ ‘ b
ol |
‘\\\._ / (actual size)

-

More compact, resource-efficient packaging

The shock absorbent packaging for the camera is
composed of forest-thinned timber materials and
recycled paper. The use of smaller boxes reduces the
environmental burden at the raw materials and
logistics stages.

Reducing Usage of Designated Hazardous Substances through Early RoHS Compliance

Canon began to prepare for compliance
with the RoHS directive*! in 2002. We
were the first in the industry to commer-
cialize RoHS-compliant products, bringing
the imageRUNNER C6800/iR 6800C series
color MFDs and EOS-1D Mark Il digital SLR
camera to market by April 2004. Since then,
we have also added the PIXMA iP1500
inkjet printer and others to our list of com-
pliant products. Canon is working proac-
tively, well ahead of the implementation of
the RoHS directive in 2006. In principle, all
of our new products will be compliant
with RoHS*2 from 2005 onward, not only
in the EU, but in all of our global markets.

RoHS directi\‘/e becomes  RoHS directive must be

EU law, February 13 transposed into law in
EU member states by
August 13

FETEDEETED T

All products put on the

In principle, all new Canon
products from 2005 will be
RoHS-compliant

market in the EU after
July 1 must be RoHS-
compliant

Canon compliance with RoHS directive

M Lead
=Lead-free solder
=Lead-free lens
=Lead-free wiring

M Mercury M Cadmium

*Cadmium-free plastic
Cadmium-free paint
*Cadmium-free wiring

Six restricted substances: Alternative technologies and parts

M Hexavalent Chromium
free screws

free steel plates

*Hexavalent chromium-

*Hexavalent chromium-

M PBB, PBDE
(Canon eliminated these
substances in 1995)
*Plastic outer covers
made of PC-ABS

*1 RoHS directive

The Restriction of the use of certain Hazardous Substances in electrical and electronic equipment (RoHS) is an EU
directive governing the use of hazardous substances in electrical and electronic equipment sold in the EU. The direc-
tive will restrict the use of the following six substances for products on the market from July 1, 2006: lead, mercury,
cadmium, hexavalent chromium, PBB (polybrominated biphenyls), and PBDE (polybrominated diphenyl ethers).

*2 Compliance with RoHS in principle

Not including products, parts and materials excluded by the RoHS directive. In areas where the directive is not
defined, Canon has set and ensured compliance with our own internal standards based on the End-of-Life
Vehicles directive and other existing standards relating to chemical substances.
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Environmentally Conscious Features of Office Machines

According to our life cycle analysis of
the digital MFD, representative of Canon’s
business-use machines, nearly all of the
burden is produced at the usage and raw
materials stages, and the standby power
consumption is particularly large.

We have independently developed and
installed on-demand fixing technology*!
and IH fixing technology*? to make our
MFDs, copying machines, laser beam print-
ers and other business-use products more
energy-efficient (»P. 50). The application
of on-demand fixing technology in the
imageRUNNER 4570/iR 4570 (and compa-
rable models) and the application of IH fix-
ing technology in the imageRUNNER 6570/
iR 6570 (and comparable models) place these
machines at the top of their output speed
categories in energy efficiency (as of April
2005) under measurement methods advo-
cated in Japan’s Energy Conservation Law.
The cumulative benefit of these technologies
in the eight-year period between 1997 and
2004 was an approximately 4.67-million-ton
reduction in CO2 emissions. Customers,
meanwhile, reaped energy efficiency ben-
efits by saving an estimated 147 billion yen
from lower power consumption. In 2004,
Canon was presented with the Minister of
the Environment’s Award for Global Warm-
ing Prevention Measures along with the
Energy Conservation Award*3. We have
now been conferred the latter award for
four straight years and seven times overall.

In our work to reduce environmental
burden at the raw materials production
stage, we continue to make progress in
eliminating the use of hazardous chemical
substances, developing recycling technolo-
gies, enhancing the recycling system, and
using recycled materials.

The high-speed monochrome imageRUNNER 6570/
iR 6570 MFD series for business-use adopts IH fixing
technology. This dramatic solution has earned the
series the top energy efficiency rating in its class of
office machines (as of April 2005).

Main Environmental Features of
imageRUNNER 4570/iR 4570 Series

Speed plus energy efficiency

Improvements in the controller and other parts have
reduced the power consumption in sleep mode
from 5W to less than 1W. Recovery from sleep
mode now takes only 10 seconds.

Top energy-efficiency rating

The on-demand fixing technology has been improved,
and we have succeeded in applying this technology
to higher speed machines of 45 pages per minute.
This model also has the highest energy efficiency in
its copying speed category (as of April 2005 and
measured by methods advocated in Japan’s Energy
Conservation Law).

Energy Consumption Efficiency
Comparison*

Wh/h
200 176Wh/h
150
100 (78% reduction)
N
50 ™
39Wh/h
imageRUNNER 4570/iR 4570 series monochrome 0 - -
MFDs for business-use Our previous model  imageRUNNER 4570/

iR 4570
*Comparison based on per-hour power consumption
measured in accordance with methods advocated
in Energy Conservation Law (concerning mono-

Lighter, more compact chrome copying machines).

The slimming of the scanner element to a mere 64
millimeters and downsizing of other parts have
made this the slimmest of all models and about

RoHS-compliant through the introduction of alter-
20% lighter (our own comparison).

native technologies

Benefits from Proprietary Energy-Efficient Technologies

—Cumulative economic benefit in given year

(1,000t-CO2) M Benefit based on unit sales in given year (¥ billion)
5,000 Benefit based on cumulative unit sales in given year 200
4,670
4,500 : 180 =
smmmmll Customer Benefits
4,000 160 (benefit based on
147.0 cumulative unit
8:500) L% sales* as of 2004)
3,000 RN Reduction of
2,500 [l environmental burden
2,000 gl CO: emissions reduced
il by 4.67 million tons
1,500 60 .
el Economic effect
1,000 970 40 (energy cost savings):
7 — [t

500 ; 20

147 billion yen

'00 01 '02 03 '04 (year)
*Assumes that previously sold copying machines and laser beam printers are used for 8 years.

*1 On-demand fixing technology

A ceramic heater localizes the heating to a specific area through a fixing film during printing.

*2 IH (Induction Heating) fixing technology

An electromagnetic induction heater directly heats a thin fixing sleeve.

*3 Energy Conservation Awards

Presented by the Japan Energy Conservation Center. Eight of Canon’s business-use monochrome, including
the imageRUNNER 4570, 3570, 2870, 2270/iR 4570, 3570, 2870, 2270 were conferred the Chairman’s
Energy Conservation Center Award at the 2004 Japan Energy Conservation Awards.

On-demand fixing technology and IH fixing technology URL: canon.com/environment/technology
Energy Conservation Awards (Japan Energy Conservation Center) URL: www.eccj.or.jp/index_e.html
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Environmentally Conscious Features of Toner Cartridges

In 1990, Canon introduced the industry’s
first toner cartridge recycling program. Since
then, we have built a global recycling net-
work under which the amount of returned
cartridges grows by the year, while attain-
ing 100% recovery and zero landfill waste
by reusing parts, recycling materials, and
utilizing energy recovery (»P. 52). We are
also making steady progress in making our
consumables RoHS-compliant by eliminat-
ing hazardous substances.

The cumulative amount of toner cartridges collected
has reached 127,000 tons. All the collected cartridges
are efficiently converted into resources (cumulative
CO; emissions reduction effect of 210,000 tons as
calculated by Canon using LCA method).

Environmentally Conscious Features of Digital Radiography Systems

Conventional X-ray diagnostic devices use
film and developing solution which must
be treated as industrial waste. Canon pio-
neered the world’s first digital radiography
imaging device in 1998 with the commer-
cialization of the CXDI series digital radiog-
raphy system. This system displays detailed
diagnostic images directly on a high-defini-
tion display without the use of consum-
ables that end up as waste. Each image
recorded is displayed on the screen just
three seconds after exposure. This improves
overall energy efficiency and shortens the
image-processing wait time.

= ————

CXDI-50G digital radiography system

Amount of Toner Cartridges
Collected for Recycling (worldwide)

(t)
20,000

15554 15773 16760

14,441
16,000 15 430

12,000
8,000

4,000

0 00 01 '02 ‘03 '04
(year)

All newly manufactured parts for cartridges incor-
porate alternatives to hazardous substances to
ensure RoHS-compliance.

Main Environmental Features of
the CXDI-50G

Consumes less than one-fourth of the power
consumed by the 2000 model.

Less than one-eighth the weight of the 2000 model.

Lead-free solder and other alternative technologies
have been adopted. (The RoHS directive does not
cover medical equipment.)

Comparison of Imaging Process

Conventional Film Method

CXDI Series

No need for film
! No need for development
No waste liquids generated =

Fast imaging

Next-Generation SED Displays: Environmentally Conscious and Superior in Performance

Canon has recently developed a new gen-
eration of flat-screen SED displays in coop-
eration with Toshiba Corporation. SED
Inc., the joint venture formed between the
two companies, is how preparing for dis-
play production.

SEDs render high-brightness, high-defini-
tion images on par with the images rendered
on conventional CRT (cathode-ray tube) dis-
plays. The flat-screen SEDs can be manu-
factured at sizes exceeding 40 inches and
no more than a few centimeters in width.
Besides saving space, SEDs use energy more
efficiently than other flat-panel televisions
and offer other environmental benefits.

Prototype of Surface-conduction Electron-emitter
Display (SED)

Comparison of Image Brightness
and Power Consumption

g 500 (Movie displayHNews display

4‘ region region L‘

3 700 g g PDP

(=] .‘

o

% 300 LCD

5 200

= vadhs 2/33371/3

3 100 - |SeD [
=z

0 0.0 0.1 0.2 0.3 0.4 0.5
APL (Average Picture Level) (image brightness)

When watching a news program under normal
operating conditions, an SED display runs on less
than one-third the power consumed by a plasma
display (PDP) and less than two-thirds the power
consumed by a liquid-crystal display (LCD) television.

22



New Committees to Reinforce Governance Structure

Enhancing the Governance
Structure

Canon works to enhance its corporate
value by continually improving its gover-
nance. Fully transparent management and
stronger corporate oversight are essential
to ensuring that the Group achieves its man-
agement goals. Various efforts are being
undertaken to reinforce the governance
system of the entire Group.

Three new committees were recently
established to further bolster our gover-
nance structure: The Corporate Ethics and
Compliance Committee and the Internal
Control Committee in January 2004, and
the Disclosure Committee in April 2005

. All three are standing bodies
directly overseen by the Executive Com-
mittee. Their establishment is another step
in building a more comprehensive corporate
governance structure based on a strong
sense of mission, ethics, and accountability
in the executive management of Canon.

High Marks in

Canon understands the importance of duly
considering social responsibilities and man-
agement risks in the course of doing busi-
ness. This stance ensures that we maintain

Corporate Ethics and Compliance
Committee

The Corporate Ethics and Compliance
Committee formed in 2004 is a body of
executives and representatives from each
headquarters under the chairmanship of
the President and CEO of Canon Inc. The
committee members are tasked with form-
ing the overarching ethics and compliance
policy for the Canon Group and approving
various individual policy measures. Meetings
are convened quarterly to debate compli-
ance-related issues facing the Group. In
light of the nature of the committee as a
body overseeing corporate compliance,
the meetings are also attended by a corpo-
rate auditor as an observer.

The primary objectives of the Corporate
Ethics and Compliance Committee are: 1)
To instill a consciousness of compliance
and ethics universally throughout the
Group, and 2) To raise the transparency
and soundness of business activities while

External Evaluations

our thorough commitment to the strength-
ening of our governance structure, the dis-
closure of information in a timely and
appropriate manner, and other related ini-

Evaluation of Canon in Surveys and Ratings

Canon addressed the need for a more effective governance structure by newly forming
a Corporate Ethics and Compliance Committee, Internal Control Committee, and
Disclosure Committee.

fostering a corporate spirit which moti-
vates employees to unfailingly consider
compliance and ethics when making busi-
ness decisions.

In May 2005, the committee approved
an initiative to create Canon Compliance
Cards and began distributing them to
Group executives and employees

tiatives. Canon has earned high ratings
from external organizations inside and out-
side Japan because of this ongoing com-
mitment.

Surveys and Ratings

Evaluating Body

Evaluation of Canon

World’s Most Respected Companies 2005

Financial Times (U.K.)

25t (5t among Japanese companies)

Global Most Admired Companies

Fortune (U.S.A.)

30t (51 in computer industry/4™ among Japanese companies)

The Best Global Brands

Business Week (U.S.A.)

35t (4t among Japanese companies)

CSR Best 100 Company Ranking

Nikkei Business (Japan)

1%t overall

Private Sector Multi Evaluation System (PRISM)

Nihon Keizai Shimbun (Japan)

qst

Information disclosure ranking

Security Analysts Association of Japan (Japan)

15t among electric and precision equipment sector

20t Corporate PR Award

Japan Institute for Social and Economic Affairs
(Japan)

Corporate PR Grand Prize

Newsweek Global 500

Newsweek, Japanese Edition (Japan)

7t (1t among Japanese companies)

Evaluation of Canon in Sustainability Investment Indices (indices that include Canon)

Sustainability Investment Indices Management Body Main Type of Evaluation Evaluation of Canon
FTSE4-Good Global 100 Index FTSE (U.K.) Environmental, social, economic Included
Dow Jones Sustainability Indexes World Dow Jones (U.S.A.) Environmental, social, economic Included
Ethibel Sustainability Index Global Ethibel (Belgium) Environmental, social, economic Included
Morningstar Socially Responsible Investment Index Morningstar Japan K.K. (Japan) Environmental, social, economic Included
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Internal Control Committee and
Disclosure Committee

The Internal Control Committee was newly
formed in 2004 as the primary internal
control structure for the Group. All top
executives of Canon Inc. and the top man-
agement of all Group companies serve on
the committee under the chairmanship of
the President and CEO of Canon Inc. The
committee’s main task is to ensure the reli-
ability of financial reporting in response to
the internal control reporting requirements
of the Sarbanes-Oxley Act* of 2002 and
other regulations. It also conducts compre-
hensive reviews of the Group’s internal
controls as a way to verify the true effec-
tiveness and efficiency of the Group’s busi-
ness operations and support compliance
with all related laws, regulations, and
internal rules.

In 2004, the committee focused its
attention to the documentation for report-
ing on the control of business activities. In
coming years the committee will strive to
improve the documented internal control
flow and support the formation of a more
efficient business flow.

The Disclosure Committee was set up
in 2005 to promote the dissemination of
timely, accurate and comprehensive infor-
mation to shareholders and the capital
markets in accordance with the law and
stock exchange rules. The Disclosure Com-
mittee is also chaired by the President and
CEO. The creation of this committee is a
major step in building a structure to properly
disclose important information

*Sarbanes-Oxley Act

(U.S. Public Company Accounting Reform and
Investor Protection Act of 2002)

Passed into U.S. law in July 2002 following a series
of corporate accounting scandals. The law aims to
restore investor trust in the stock markets by
strengthening the effectiveness of corporate gover-
nance and reinforcing the independence of auditing
boards and independent auditors, while adding
new penalties for corporate management in the
event of accounting misconduct.

New Initiatives at Global Legal
Affairs Coordination Committee

Canon has established an information
management structure centered around
the Global Legal Affairs Coordination Com-
mittee, which is investigating major legal
developments inside and outside Japan

The committee is now supporting the
acquisition of Privacy Mark certification for
Group companies in Japan and imple-
menting new rules and a management
structure for personal information protec-
tion in compliance with Japan’s Protection
of Personal Information Law (fully enacted
in April 2005) and other regulations. Group
companies in Japan began acquiring the
certification in 2003. About 30 subsidiaries
and affiliates are now working towards
certification.

In December 2004, the committee drew
up the Trade Secret Management Guide-
lines and the Technology Outflow Preven-
tion Guidelines to reinforce the protection
of trade secrets and technology. Following
these guidelines, the information manage-

ment system for electronic documents is
now further reinforced for secure manage-
ment of Canon’s trade secrets, core tech-
nology, and important items.

On a regular basis, the committee ana-
lyzes legal trends in the countries in which
the Group operates, determining ways to
comply with laws and regulations in man-
agement and business operations, setting
up working groups to cope with legal
issues, and compiling guidelines and guide-
books to raise the level of awareness on
the most important legal issues facing the
Group. The committee also supports related
divisions at Group companies in their steps
to respond to legal issues.

Work of the Global Legal Affairs
Coordination Committee

Monitoring and examining legal developments in
the following areas: export regulations, personal
information protection, trade secret manage-
ment, IT, the environment (RoHS, WEEE, etc.),
product liability, international tax law, anti-
monopoly regulation, local law (in the United
States, Europe, China and other countries) dis-
ability, after-sales service, copyrights, etc.

Canon Rules for Management of Confidential Information

Canon Group Code of Conduct

/

\

Employment Rules

Basic Rules on Confidential
Information Management

Information Security Rules

Rules for the Protection of
Personal Information

‘ Trade Secret Management Guidelines ‘

(supplementary

‘Technology Outflow Prevention Guidelines‘

rules)

® Basic Rules on Confidential Information Management:

Basic rules providing that all undisclosed information should be managed as confidential information.

® Information Security Rules:

Basic rules on the usage of computers and networks at the workplace.

® Rules for the Protection of Personal Information:

Basic rules on the handling of client data and other personal information.

® Trade Secret Management Guidelines:

Guidelines on systematic and specific operational procedures for the handling of trade secrets.

® Technology Outflow Prevention Guidelines:

Guidelines on systematic and specific operational procedures to prevent the outflow of important technolo-
gies to countries with inadequate protection of intellectual property.




Corporate Governance

A Governance Structure to Thoroughly Manage Information

structure.

Corporate Governance Structure

Canon’s basic governance structure encom-
passes a general meeting of shareholders, a
board of directors, and a board of corporate
auditors, as required under the Commercial
Law of Japan. We also have established a
number organs and systems specific to Canon,
including an Executive Committee which
meets with full attendance of the executive
members, special management committees
dedicated to key issues, an internal auditing
structure centered around a Corporate Audit
Center, and an information disclosure system
for management activities (see chart below).

Corporate Directors

Canon Inc.’s Board of Directors is made up of
25 directors, none of them outside directors.
We aim for a rational and efficient decision-
making process wherein important matters
are decided by fully attended meetings of
the Executive Committee and the Board of
Directors, which convenes once a month.

The Executive Committee convenes as
necessary to take up important policy mat-
ters tabled by the Management Strategy
Committee. The Executive Committee makes
specific planning decisions based on input
from all of its members along with division
personnel directly in charge of the matters
under deliberation.

Moreover, various cross-company special
management committees have been estab-

Canon Governance Structure

lished to address important management
themes. Each committee serves to acceler-
ate and rationalize the decision-making
process while supporting the product group
operations and performing a checking
function.

Corporate Auditors

The Board of Corporate Auditors of Canon
Inc. is made up of four auditors, two of
whom are external auditors with no per-
sonal associations, capital affiliations, busi-
ness connections, or other types of interest
with or in Canon Inc. In accordance with
the Board of Corporate Auditors’ auditing
policies and their assigned duties, the audi-
tors attend board, management, and vari-
ous committee meetings, receive business
reports from the directors and others, care-
fully examine documents related to impor-
tant decisions, and conduct strict audits of
the company’s business and assets.

The core of Canon’s governance structure consists of a Board of Directors, Board of Corporate
Auditors and several key auditing divisions. A personal information protection policy and
trade secret management system are two of many initiatives aimed at strengthening this

With regard to external audits, we estab-
lished regulations related to the prior
approval of policies and procedures for both
auditing and non-auditing services to rein-
force the independence of our accounting
firms. Based on the regulations, the Board
of Corporate Auditors must approve in
advance the content and related amounts of
contracts between the accounting firms and
the company before they are entered into.

The Corporate Audit Center is responsible
for Canon’s internal auditing. The center
oversees the Group’s legal compliance, risk
management, internal control system, and
other areas, providing evaluations and rec-
ommending improvements. The various
relevant administrative divisions also work
closely with the Corporate Audit Center
to inspect product quality, environmental
issues, information security, personal infor-
mation protection, Security Export Control
management, and other areas.

Divisions Responsible for Internal Audits

Division

Area of responsibility

Corporate Audit Center

Management functions, specific job functions, accounting, compliance
(focusing on compliance with laws, internal regulations, social customs
and morals), etc.

Quality Management Headquarters

Quality assurance

Global Environment Promotion
Headquarters

Environmentally conscious management and its results (P P. 44)

Information & Communication
Systems Headquarters

Information security for IT and other information processing

General Affairs Headquarters

Physical security

Logistics Headquarters

Security assurance for export management

Global Procurement Headquarters

Compliance with procurement rules

( General Meeting of Shareholders

Canon Inc.

| Board of Directors = 25 members

(as of April 1, 2005)

(Board of Corporate Audito

( President and CEO "—{

Executive Committee

rs 4 members, including 2 external members

[ Management Strategy Committee*!

—————————{ Headquarters Administrative Divisions ——( New Business Development Committee*?

Corporate Audit Center / Corporate Ethics and Compliance Administration Office
Legal Affairs Coordination Division / Corporate Communications Center

——( Corporate Ethics and Compliance Committee

Corporate Planning Development Headquarters / General Affairs Headquarters _( Internal Control Committee
Human Resources Management & Organization Headquarters
Finance & Accounting Headquarters _( Disclosure Committee

Information & Communication Systems Headquarters / Logistics Headquarters
Global Environment Promotion Headquarters / Global Procurement Headquarters
Cost Engineering Headquarters / Quality Management Headquarters

Global Manufacturing Headquarters

Corporate Intellectual Property & Legal Headquarters / Others

——(_Global Legal Affairs Coordination Committee

——(_ Global Marketing Promotion Committee

Product Group Operations

*1 Management Strategy Committee

1
1
1 Subsidiaries & Affiliates
: Deliberates on capital investment, business expansion and other key issues by receiving reports

il { Marketing Subsidiaries & Affiliates from executive managers on the current status of their respective operations and discussing
1 - — - problems, solutions, and future direction.

:- (Manufactunng Subsidiaries & Affiliates *2 New Business Development Committee

. 5 A A !
- ( R&D Subsidiaries & Affiliates Meets to approve or reject new business proposals and to monitor newly formed businesses

over their first three years of operation to determine whether they should be continued.
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Security

A comprehensive risk management system
and a flexible crisis response system are
needed to protect the Canon Group and
its employees against a wide range of risks
and maintain the public trust. We have
reinforced our security to guard against
foreseeable risks to both our information
and physical properties. The Information &
Communication Systems Headquarters man-
ages security measures in IT and related
information areas, while the General Affairs
Headquarters oversees physical security.
Internal rules, training programs, and pre-
vention management systems are in place
to ensure that security is well maintained.

Trade Secret Management and
Prevention of Technology
Outflow

In April 2002, Canon established a com-
mittee to create rules for the management
of confidential information at manufac-
turing subsidiaries and affiliates outside
Japan. The main function of the commit-
tee is to prevent the outflow of technology
to countries with inadequate protection of
intellectual property. Headquarters execu-
tives and the presidents of manufacturing
subsidiaries and affiliates outside Japan
serving on the committee regularly meet to
discuss how to protect Canon’s technology.

Quickly responding to the policies of the
Ministry of Economy, Trade, and Industry,
we are now establishing a solid system of
managing trade secrets and preventing the
outflow of technology while keeping all
employees informed of these activities. In
July 2003, we formed a project team
within the Global Legal Affairs Coordina-
tion Committee to tackle these issues
under the supervision of the Executive
Committee. In December 2004, the project
team introduced the Trade Secret Man-
agement Guidelines and the Technology
Outflow Prevention Guidelines. The infor-
mation management system for electronic
documents containing trade secrets is now
further reinforced, and we are aiming
to comprehensively manage the Canon
Group’s trade secrets and core technology
and important items following the same
guidelines.

Protection of Personal Information

Canon regards the protection of personal
information in an IT society as a primary
corporate responsibility. We have taken a
global view in instituting measures to pro-
tect personal information, basing our ini-
tiatives on the OECD Guidelines on the
protection of personal information in 1980,
the EU’s personal data protection directive
of 1995, and the Protection of Personal
Information Law in Japan, which came into
full force in April 2005.

We have established Rules for the
Protection of Personal Information and
related regulations, a management system
for personal information, physical and infor-
mation security, and implemented educa-
tion and auditing programs. We are also
working on obtaining Privacy Mark certifi-
cation. Canon Inc., Canon Sales Co., Inc.,
and Canon Electronics Inc. all acquired cer-
tification in 2003. About 30 subsidiaries
and affiliates in Japan are now working to
complete certification requirements.

Personal information protection is also
an important theme at the meetings of
Group company presidents outside of
Japan, reflecting the efforts of the entire
Canon Group in addressing this issue.

Compliance with Security Export
Control Regulations

Japan is among a number of peace-seek-
ing countries to introduce laws to restrict
the export of goods and technology that
could be used for the development and

production of weaponry, in observance of
international agreements.

Canon has instituted a thorough system
for export security control built around the
Canon Compliance Program for Security
Export Control and the Canon Compliance
Program for U.S. Reexport Control. Under
this system, the entire management of each
division assumes responsibility for observ-
ing export rules and procedures, with the
Logistics Headquarters acting as the central
oversight body. The foundation of export
management is a screening of the customer
and the trade, along with a restricted item
inspection of the goods and technology.
Each division performs preliminary screen-
ings and inspections, followed by final
screenings and inspections by the Export
Control Division. This double-check system
ensures compliance with Security Export
Control.

Security Export Control is an issue tack-
led in common by the Group as a whole.
Internal rules at Group companies are
made in consideration of their individual
operations (sales, production, development),
and the companies are supported in the
implementation of those rules. This system
supports the constant maintenance of
Security Export Control management for
the entire Group. As added activities to
supplement these daily efforts, we also
provide employees with training sessions,
seminars, pamphlets, and undertake other
awareness initiatives to help them respond
to rapidly changing global circumstances
and prevent management lapses.

Security Export Control Management Flow

Invoicing/

Customs Clearance Picking/ e
Packing Preliminary
Check and Customer
Document Check Screening Establish Business
(Logistics (Each Product Relationship
Management Group
Division) Operation)
License Final Customer
Application Screening Canon implements a thor-
(Export Control (Export Control h I i
Division) e ough screening, inspection
and management process
Receiving Prelimina for ensuring Security Export
Individual Order Order Screening Restricte:ly Control. These procedures

(Each Product

begin at the start of the

G Final Item Inspection
o eratrig?]? Restricted (Each Product export process, when we
P Item Group receive an inquiry from the
(E|"5Pteg“°t" ! Operation) customer, and continue
xport Control
Division) through to the end of the

Development/
Purchase New Products

process, when the prod-
ucts are shipped.
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Compliance

Positively Promoting Compliance Activities

Canon Group Code of Conduct

Canon aspires to become a Truly Excellent
Global Corporation by maintaining excel-
lent relations with stakeholders and fulfill-
ing its social responsibilities. To achieve
this goal, every person in the Group must
be aware of their role and conduct his or
her business fairly, sincerely, and in full
compliance with laws and regulations.

Our Code of Conduct introduced in 1992
was rewritten as the Canon Group Code
of Conduct in 2001 to cover our global
operations and reinforce the standards to
which our executives and employees must
adhere when performing their work. In
2004, Canon published and distributed a
booklet of case studies on work conduct
to help its workforce understand the fine
points of the code and to encourage con-
duct guided by these sound principles.

The Group Code of Conduct is available
in 11 different languages, including English,
French, and Chinese in addition to Japanese.

Compliance Week

Canon Inc. holds a Compliance Week twice
a year—once each fiscal half-year—to give
all employees a chance to contemplate the
meaning of compliance and corporate
ethics and realize that compliance and
ethics are individual missions.

During Compliance Week, employees
take part in meetings at their workplace to
consider compliance-related issues. The
meetings are designed to encourage active
participation: instead of passively listening
to lectures, employees discuss the issues
facing them in their work. This method
sheds light on how compliance affects
their work, enlightens employees on the
specific meanings of laws and codes of
conduct, and encourages employees to
approach compliance as a daily issue in
their individual routines.

In the Compliance Week programs of
2004, meeting participants discussed cor-
porate scandals in the news and reviewed
their own work conduct in light of the
code. The Canon Group Code of Conduct
was read cover to cover and detailed case
studies were presented.

Overview of the Canon Group Code of Conduct

Management Stance

Contribution to Society
<Provision of excellent products <Protection of consumers
«Preservation of the global environment <Social and cultural contributions «Communication

Fair Business Activities
*Practice of fair competition «Observance of corporate ethics «Appropriate disclosure of information

Code of Conduct for the Executives and Employees

1. Compliance with Corporate Ethics and Laws
=Fairness and sincerity <Legal compliance in performance of duties
*Appropriate interpretation of applicable laws, regulations and company rules
2. Management of Corporate Assets and Property

«Strict management of assets and property Prohibition against improper use of company assets
and property =Protection of the company’s intellectual property rights

3. Management of Information

=Management in compliance with rules <Prohibition against personal use of confidential and
proprietary information Prohibition against insider trading <Prohibition against the unlawful
acquisition of confidential or proprietary information pertaining to other companies
=Appropriate use of confidential and proprietary information pertaining to other companies

4. Conflicts of Interests/Separation of Personal and Company Matters
«Avoidance of conflicts of interests Prohibition against seeking, accepting or offering improper
gifts, entertainment, or other benefits «Prohibition against acquisition of Pre-IPO shares

5. Maintenance and Improvement of Working Environment

*Respect for the individual and prohibition against discrimination eProhibition against sexual
harassment Prohibition against bringing weapons or drugs to the company workplace
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Awareness of compliance is growing through new initiatives such as Compliance Week and
the distribution of Canon Compliance Cards.

The opinions expressed at each workplace
during Compliance Week are forwarded
to the Corporate Ethics and Compliance
Committee and used to improve
the compliance promotion system.

Compliance Week was expanded to
include Group companies in Japan in the
second half of fiscal 2004.
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Compliance Promotion System

Compliance leaders in each headquarters
and product group operation implement
policies and measures approved by the
Corporate Ethics and Compliance Com-
mittee, working under the control of the
Corporate Ethics and Compliance Adminis-
tration Office.

Our compliance promotion system offers
education programs covering specific laws
and regulations related to export security
assurance, the environment, product safety,
and other important issues. The depart-
ments in charge of handling the issues
covered perform these programs, and
maintain and establish the compliance
structure for the issues

At Group companies outside Japan, top
management joins with the human
resources and legal departments to pro-
mote compliance activities in accordance
with local laws.

Meeting for compliance leaders

Compliance Education

In addition to Compliance Week, Canon
Inc. is carrying out a range of other initia-
tives to instill a high sense of corporate
ethics and compliance in its workforce.

Compliance training is provided to newly
appointed general managers and man-
agers each January and July. Incoming
managers are trained to approach their
work with a strong awareness of key
issues. New college recruits receive compli-
ance education in April and classes are
offered at the beginning of each month
for new mid-career hires. Incoming employ-
ees learn about Canon'’s strict approach to
compliance and the importance of abiding
by the law.

Distributing Canon Compliance Cards

Canon’s “San-ji (Three ‘selfs’) Spirit™ (self-
motivation, self-management, and self-
awareness) has been handed down
faithfully since the founding of Canon

. We instill the concept among the
executives and employees to support our
development as a Truly Excellent Global
Corporation, under the belief that all of
our employees must exercise responsibility
and self-discipline at all times and strive to
maintain the highest standards of corpo-
rate ethics and legal compliance. To this
end, the Corporate Ethics and Compliance
Committee resolved to distribute to all
Group employees Canon Compliance
Cards containing a definition of the “San-
ji”” spirit on one side and a compliance test
on the other.

Group executives and employees are
requested to carry the wallet-sized card
with them and refer to it frequently during
the course of daily activities. This supports
the execution of duties in the San-ji ideal
and infuses an awareness of compliance
and corporate ethics among employees.

Canon Inc. and Canon Sales Co., Inc.
became the first Group companies to dis-
tribute Canon Compliance Cards to employ-
ees in May 2005. The cards are being
distributed throughout subsidiaries and
affiliates in Japan and will then be trans-
lated into local language and handed out
to employees outside Japan.

A newly created compliance website on
our intranet raises awareness daily by pro-
viding constant access to information on
internal rules and related information. The
Compliance Newsletter is also published to
bring important issues to the attention of
employees.

CANON "San-Ji" Spirit Compliance Test
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Canon Compliance Card
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Cooperation with Society and
Communication with Stakeholders

Promoting Communication with All Stakeholder Groups

Cooperation with Society

Many of the executives and employees of
Canon serve in key posts on the commit-
tees of industrial and governmental orga-
nizations. Canon Inc. President and CEO
Fujio Mitarai, for example, serves as the
vice chairman of Nippon Keidanren (Japan
Business Federation). Group employees also
participate in various industrial, govern-
mental, and academic initiatives around
the globe to help shape policies support-
ing the creation of a sustainable society
(»P. 60).

Canon is also proactive in joint research
inside and outside Japan with companies,
universities, and other organizations. The
Group actively responds to requests for
seminars through which we can impart the
importance of environmental conservation,
explain the usefulness of technological inno-
vations, and provide other information to
the public.

The Canon Sustainability Report and other
materials are published to ensure our
accountability to Canon stakeholders by
promoting constructive two-way commu-
nication with stakeholders and informing
them of the ways in which our global
business activities are helping to achieve
sustainability*. In December 2003, Canon
became a GRI*2 Organizational Stake-
holder*3, the first Japanese company to

have such a position on the international
NPO. In this role, the Canon Group is sup-
porting GRI activities and assisting in draw-
ing up the next revised Guidelines.

The GRI Guidelines have been considered
primarily from European and American
perspectives, and there have been areas
that do not reflect the circumstances of
Japanese industry. Through its participa-
tion, Canon is working to convey the mea-
sures taken by Japanese industry and to
have the Guidelines represent the views of
the global manufacturing industry.

*1 Sustainability

Sustainability is a way of thinking in which impor-
tance is placed on taking an integrated approach to
corporate and various other activities by considering
their economic, environmental, and social aspects,
with the purpose of ensuring sustainable develop-
ment of the global environment and society for
future generations.

*2 GRI (Global Reporting Initiative)

A Netherlands-based NGO which announced the
GRI Guidelines, a global standard for sustainability
reports, in 2000. Since then, the organization has
worked to revise and disseminate the guidelines
globally.

*3 GRI Organizational Stakeholder (OS)

A new support membership system for the GRI. This
is the basic structure of the GRI’s global governance.
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Stakeholders Meeting with University Students

In February 2005, Canon held a stakeholders
meeting with Kansai University sophomores,
juniors, and seniors attending seminars run
by Professor Michiyasu Nakajima, Faculty
of Commerce. This meeting followed our
March 2004 consumer conference jointly
organized with the Japan Institute for
Social and Economic Affairs.

The seminar students began the meeting
by presenting the results of their research
project on the environmental activities
and information disclosure of corporations.
The students approached the project from
the viewpoint of a corporate stakeholder
group receiving information from Canon.
The participants from Canon responded
with their views on the research results

from the corporate viewpoint.

The Canon participants continued with
a presentation on why, in this day, compa-
nies must actively carry out environmental
initiatives. Students heard about how Canon
has sought to address this management
issue with a range of activities amid global
change to ecosystems and international cir-
cumstances. Professor Nakajima then joined
in a lively free discussion to deepen mutual
understanding.

The discussion afforded us a better
understanding of the environmental con-
sciousness of these future leaders of soci-
ety. This type of communication provided
valuable insights into issues which cannot
be gained through the course of daily busi-

29

Canon collaborates and maintains two-way communication with industrial,
governmental, and academic groups both inside and outside Japan.

Basic Stance on Information
Disclosure

Companies must have the understanding
of society in order to actively participate in
it. Canon engages in public relations activi-
ties in markets around the world to ensure
that society has an accurate understanding
of our basic management policies, corpo-
rate activities, and products.

The timely and appropriate disclosure of
information in the course of business activ-
ities is crucial to both the fulfillment of
social responsibility and the execution of
risk management. We make every effort to
guarantee that the information we dis-
close is accurate and sincere, leaving no
room for misunderstanding by the public.
Canon also pays close attention to avoid-
ing any types of advertisements or public
expressions that could invite misunder-
standing. A system of checks is in place to
prevent the use of misleading advertise-
ment and other types of inappropriate
expressions that may cause confusion.

Main Corporate Communication
Tools

*Annual Report
«Canon Story (corporate profile)

«Financial results and supplementary financial
materials

« Canon Technology Highlights
« Sustainability Report
= Canon website, etc.

ness. In particular, we realized the impor-
tance of communicating effectively on
environmental issues to society as a whole.

Stakeholder meeting with Faculty of Commerce
students from Kansai University



Dialogue with Investors

In addition to the first section of the Tokyo
Stock Exchange, Canon Inc. is listed on
the New York, Frankfurt, Osaka, Nagoya,
Fukuoka, and Sapporo exchanges. As of
December 2004, Canon had some 890
million shares outstanding in the portfolios
of approximately 49,000 investors.

Canon discloses information on its man-
agement, business strategy, and financial
results to capital markets in an accurate,
fair, and timely manner through confer-
ences, disclosure material, and its website.
The key objectives of these IR* activities
are to gain the trust of the capital markets
and raise corporate value. Canon has
established Disclosure Guidelines to serve
as standards for the procedures and
means by which to disclose information.
We spare no effort to meet our responsi-
bility for the fair and prompt disclosure of
information.

Canon has also established an internal
Disclosure Committee to ensure that all
important information is made available in
a timely manner and conforms to the rules
and requirements of stock exchanges and
other authorities . Feedback from
capital markets is gathered for internal use
as needed to provide a valuable outside
perspective on our management and busi-
ness operations.

Information for investors URL: canon.com/ir/

In 2004, the percentage of Canon Inc.
shares owned by non-Japanese investors
rose to more than half of all outstanding
shares (51.7% as of December 31, 2004).
This appears to reflect a wider positive eval-
uation of Canon’s focus on investor-con-
scious management. Canon has made
strenuous efforts to maintain close com-
munication with non-Japanese investors by
creating an IR base in Europe and the
United States, and holding quarterly con-
ference calls for institutional investors out-
side Japan to discuss financial results. We
also maintain an English-language IR web-
site with effectively the same content pub-
lished on our Japanese-language website
to ensure that investors inside and outside
Japan have access to the same information.

Effective May 6, 2004, the share trading
unit for Canon Inc. stock was lowered
from 1,000 to 100 shares to encourage
broader participation in the company by
individual investors. The provision of infor-
mation has also been bolstered with the
addition of a special portal for individual
investors on the IR website. Canon’s IR
activities have focused more closely on
the needs of individual investors since
September 2004, when we held our first
conference specifically for individual share-
holders.

Conference Held for Individual Investors

Canon has held a number of IR events
mainly for institutional investors and secu-
rities analysts in the past. In September
2004 we held a conference for private
investors in Tokyo, our first IR event specif-
ically for individual investors. In his capacity
as conference host, Canon Inc. President
and CEO Fujio Mitarai delivered a detailed
presentation on the management philoso-
phies, strengths, and future goals of the
Canon Group. Mitarai responded fully to
every gquestion posed by the investors in the
guestion-and-answer session that followed.

_‘n‘:

Presentation by President and CEO Fujio Mitarai

Canon Inc. is rated by one Japanese and
two U.S. credit rating agencies. The cur-
rently high ratings are a testament to our
strong financial position. In December
2004, Moody’s Investors Service raised its
long-term rating for Canon from Aa3 to
Aa2, citing our stable finances and business
operations, along with the strong outlook
for future business growth (> P. 59).

Canon Inc. puts a high priority on distrib-
uting profits through cash dividends to
investors. In keeping with this basic policy,
and as a reflection of the improved finan-
cial performance, we raised our annual per
share dividend in 2004 by 15 yen, from 50
yen to 65 yen. Canon will be maintaining a
stable dividend payment policy of linking
payout to consolidated financial perfor-
mance insofar as possible while consider-
ing financial circumstances and the need
for capital to fund future business expan-
sion and generate higher profits.

*IR (investor relations)
Public relations activities for investors.

Main IR Activities

Main Events

«Corporate strategy conference hosted by the
President and CEO (annually, about 150 partic-
ipants)

=Financial results conference for institutional
investors and analysts (quarterly, about 180
participants)

eFinancial results conference call for institu-
tional investors outside Japan (quarterly)

«Individual meetings with institutional investors
in Japan to discuss financial performance
(quarterly)

=Business conference (semiannually)

«Conference for private investors hosted by the
President and CEO (annually, 200-300 partici-
pants)

*Small meetings of investors hosted by securi-
ties companies (as needed)

«Corporate strategy conferences for visiting
major institutional investors from outside Japan
(U.S.A., Europe)

Daily Activities

*Responding to interview requests from institu-
tional investors and analysts (some 300 requests
a year)

*Responding to phone inquiries

*Responding to survey requests regarding SRI
(socially responsible investment)
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Social Management

Quality Assurance of Products and Services

Realizing Canon Quality Worldwide

Our unique policy on quality—Canon Quality—is founded on a comprehensive and precise set
of quality rules. A Group-wide structure is in place to ensure the delivery of Canon Quality

e,
S
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around the world.

Canon Quality

Global Quality Assurance System

One of Canon’s corporate goals is to “cre-
ate products without rival in quality and
service, and which contribute to the im-
provement of societies around the world™
(»P. 6). We strive to realize this goal in
two ways: 1) By employing the latest tech-
nologies to offer superior products of the
highest quality and rapid service meeting
the needs of customers; and 2) By ensuring
that no harm will ever come to a consumer
or his or her property due to the failure of
a product or service. This is Canon’s basic
management stance on quality.

Canon products and services must
embody “trust,” ““satisfaction,” and “evo-
lution” if they are to genuinely please the
customers who purchase them. “Trust” is
a basic element of quality, a guarantee
that the product is durable and safe.
“Satisfaction” is achieved by making a
product or service easy to use and under-
stand, and providing careful and consider-
ate support to customers. “Evolution”
ensures that with the cooperation of our
customers, we can keep the quality of
products and services relevant in a con-
stantly changing world.

The Canon Quality concept embodies
the “trust,” “satisfaction,”” and ““evolution”
that we seek to integrate into all of our
products and services. Global quality assur-
ance activities are practiced at every stage
of the business process from planning,
development and production, through to
sales and service.

Canon Quality

Trust, Satisfaction and Evolution

Canon aims for product quality that gives customers
a sense of trust and satisfaction, working together with
customers to achieve sustainable prosperity

Evolution

Satisfaction

st

Canon Sustainability Report 2005

A key aspect of Canon’s global corporate
activities is to realize the standard of
Canon Quality worldwide. Ensuring Canon
Quiality on a global scale requires that the
Group employees align their thinking on
quality and act as a single entity.

Canon is promoting a new system of
rules on global quality as well as a system
to put them into practice. We are also
conducting various awareness campaigns
around the world to instill a deeper under-
standing of Canon Quality at the local level
and encourage Group companies to adopt
these quality values as their own.

Response to Quality Risks

When companies considered “quality risks™
in the past, they generally did so in terms
of product safety. Companies nowadays
recognize that problems related to service
and faulty product functions also affect
the trust of customers and have the poten-
tial to become even bigger issues.

Canon has established its own stringent
rules to manage service and quality through-
out the Group. This system will enable the
Group to respond rapidly when problems
do occur.

Instituting a Global Quality Policy

In July 2004 we established the Global
Quiality Policy founded on the quality
assurance system long practiced by the
Group. This is the common policy that all
Group companies must follow on the basis
of our unique quality assurance system.

© Global Quality Assurance Activities

Refining the Global Quality Assurance
System

Quiality assurance activities are now being
pursued across the globe in accordance
with local needs and conditions. The Quality
Management Headquarters of Canon Inc.
dispatches personnel to key regions to
consult with local staff on the progress of
quality assurance initiatives.

Quality Awareness Education

Canon carries out an extensive range of
quality-related education initiatives to
heighten the understanding of Canon
Quiality and consciousness of quality issues
among Group employees worldwide (»P.
36). The initiatives range from training and
events to award programs and the publi-
cation of pamphlets. The Group Executive
in charge of the Quality Management
Headquarters regularly visits operational
sites in Japan and Group companies out-
side Japan to confer with employees on
quality issues.
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Planning products from
the customer’s
perspective
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performance, and
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Evaluating quality from
various perspectives

L Sales/Service [ —

Customer feedback

Responding to
customers

Improving production
and procurement
quality



Canon'’s Own Standards for Trust

Simulation Evaluation

The most basic element of quality is trust,
the customer’s assuredness that his or her
product is safe to use and will not fail.
Canon has developed what we call “sub-
stantial safety,” a set of safety specifications
exceeding the regulatory requirements
prescribed in each country, based on mar-
ket conditions and customer perspectives
on product use. To ensure the substantial
safety of our products, we have also
adopted our own product safety technical
standards for each line of products. We
adhere to these standards at the design,
evaluation, and manufacturing stages to
ensure that we deliver products with ““trust.”

© Canon'’s Substantial Safety Policy*

Substa

Canon’s indepel

fety

standards

Safety Regulation
Compliance with Electric:
Appliance and Material Safe
UL/CSA, IEC, GB, etc.

EMC regulation

in Each Country

*Substantial safety

Substantial safety is a standard higher than existing
safety regulations, considering safety from the point
of view of the customer based on market conditions.

One way in which we have secured design
quality is through the introduction of com-
puter simulation evaluation technology at
the design stage. The precise and efficient
methods for analytical evaluation built into
this technology eliminate the need for
expensive conventional testing equipment
and prototypes. To evaluate the perfor-
mance of a shock absorbent package, for
instance, this system can simulate the
impact of the package being dropped and
assure its quality at the design stage with-
out the use of an actual prototype.

Results of an actual product-drop test (upper left) and
product-drop shock simulation (lower right)

Improving the Quality of Procured
Parts

To ensure consistent quality and reliability
in products, the quality of the parts used
to make those products must be continu-
ally maintained and improved. Canon has
adopted an SQM (Supplier Quality Manage-
ment) system at all of its production sites
worldwide that allows us to confidently
use parts without having to inspect each
of them upon delivery.

Achieving this requires a quality man-
agement structure to ensure that suppliers
are continually maintaining and improving
the quality of their parts. Under this struc-
ture, Canon is improving the quality of
procured parts by clarifying the require-
ments for suppliers, evaluating the quality
systems in place at supplier plants, and dis-
patching trained personnel to conduct
SQM quality audits and suggest improve-
ment for supplier quality systems (»P. 41).

When selecting electronic parts for its
products, Canon performs quality and reli-
ability tests on each part along with pro-
duction line audits based on a certification
system. This procedure allows us to quickly
identify parts that fall short of our quality
standards. We are employing long-estab-
lished analysis technologies to build a sup-
port system for troubleshooting quality
problems in electronic parts.

TOpiCS Improving Design Quality with Differing Electrical Requirements in Mind

A stable supply of electrical power is a
must for the stable use of electrical prod-
ucts. Yet power voltage conditions differ
from country to country, and determining
the conditions in each country has proved
difficult. Power surges, voltage spikes,
voltage drops, and similar mishaps have
resulted in product breakdowns and mal-
functions.

To anticipate and prevent these prob-
lems in copying machines, printers, and
other office equipment, Canon teamed up
with its marketing subsidiaries and affili-
ates around the world. In-depth surveys of
power-related problems and conditions
were conducted in 18 countries through
customer visits to gather measurement
data on abnormal power output from wall
sockets.

Canon then developed wave simulation
equipment capable of reproducing actual
data from abnormal power conditions. The
results of the wave simulation tests are
being used to devise a comprehensive tech-

nology which addresses differing power
supply environments and improves the
safety and reliability of products used
throughout the world.
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Social Management

Providing Superior Products and Services

Evolution of Quality Beyond Trust and Satisfaction

Ensuring Usability

Technical advances do not always make
products easier to use. Canon is constantly
developing “usability technologies” and
conducting operability and comfort evalu-
ations to ensure that its products are as
easy to use for senior citizens and the
physically challenged as they are for the
average consumer.

We enlist younger customers, senior citi-
zens, people with physical challenges, and
others to participate in monitoring tests for
the evaluation of product features such as
warning sounds, audio guides, and the
indications used on operation panels. The
feedback from these evaluations helps us
define what sounds are easy to hear and
what types of text are easy to read, and is
compiled for technical guidance. It also
helps us determine specifications such as
the height, placement and layout of oper-
ation panels, and the overall ease of using
the products. Canon Group employees
involved in the planning, development,
and evaluation of products take part in
“barrier-free training” and other programs
to help them understand product use from
the customer’s perspective. The results of
these usability initiatives are invested into
making better products.

i e

The high-end models in the office-use imageRUNNER
series color MFDs are designed with the same inter-
face used for the low-end models. This allows cus-
tomers to change models without having to relearn
operations. A large color touch-screen LCD panel is
installed in the MFDs with an intuitive menu that
makes operations easy to understand. The panel dis-
plays large, easy-to-read text and has large, recessed
buttons for easy operation.

A paper supply cassette with a convenient push-button
feature

Canon thinks from the customer’s viewpoint. What do our customers want? How can
we satisfy our customers’ needs? The solutions to these questions improve usability,
support, and service.

W
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An ““audio guidance Al” option is available on MFDs to
provide audio support for operations and settings

Improving User Interfaces

Canon is standardizing user interfaces
throughout the company, adopting the
customer viewpoint to make the interfaces
easier to understand. Various guidelines
have been formulated as we create easy-
to-follow product user manuals, adopt
common driver installation methods, and
unify easy-to-understand product opera-
tion terminology.

TOpiCS Pursuing Sound and Image Pleasing to Customers

The digitalization of imaging equipment
has made it possible to combine various
types of input and output devices. Some-
times, however, the characteristics of each
device can lead to variations in color repro-
duction. Canon is working to achieve a
uniform quality of color output from all its
digital imaging products through a Group-
wide project called the “Canon Unified
Color Scheme.”

Many factors influence whether an
image will be perceived as beautiful. The
subject rendered, its function, the environ-
ment around it, and even the beholder of
the image affect the aesthetic appeal. To
improve its capacity to create beauty,
Canon is developing evaluation tools and
technologies capable of “judging” beauty,
comfort, and other subjective evaluations
that have traditionally been difficult to mea-
sure and analyze. We have made advances

Canon Sustainability Report 2005

in defining color in numerical terms and
creating new color designs based primarily
on our carefully developed technologies
for image evaluation, measurement, and
processing. Test panels have been set up in
the main markets of Japan, the United
States, and Europe to evaluate the colors
and further our efforts to create images
pleasing to customers.

The design of audio product operation
guides, warnings, and other product sounds
is another key area of development. Canon
has succeeded in defining and integrating
tones and sound patterns which are easy
for all customers to understand, from
younger users to senior citizens and the
visually impaired. We also have established
methods of measuring sound levels which
are closest to the sounds heard by the
human ear to determine what kinds of
sounds are most comfortable and pleasing.

-

Creating a uniform color quality using Canon’s
proprietary design tool



Service and Support

Our response when a product fails to oper-
ate properly is an important part of service.
When a customer brings in a defective
product to the QR Center at Canon Sales,
repair staff immediately check it to deter-
mine the problem, inform the customer of
the cost of repair, and perform the repair
as quickly as possible on-site so that the
customer can go home with a properly
functioning product. The customers are
received cordially and their products are
repaired rapidly and skillfully at a reason-
able cost.

Canon is dedicated to providing a high level
of support to customers around the world.
We achieve this goal in our consumer-
product support services by implementing
the WSSS (Web Self-Service System), an
Internet-based support system operating
24 hours a day, 365 days a year. The ser-
vice and support information available
through the system includes FAQ, trou-
bleshooting guides, product specifications,
user manuals, and driver downloads. All
necessary information is created or trans-
lated by Canon and made accessible
through links on the websites of local mar-
keting subsidiaries and affiliates.
Customers using WSSS increase by the
month. As of December 2004, the system
was operable on Canon websites in the
United States, Canada, Latin America,

Singapore, Australia, China, and Japan,
attracting about 3 million hits a month.
From 2005, we plan to expand the service
to Europe.
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WSSS screen

Reflecting Customer Comments in
Product Development

Canon establishes quality by placing itself
in the customer’s position when develop-
ing products. We listen closely to the cus-
tomer, gathering as much information as
we can to improve quality. Call Centers
have been established at marketing sub-
sidiaries and affiliates in each country for
this purpose. Responses to customer inquiries
are appropriate and prompt. Canon goes
to great lengths to provide detailed and
sincere assistance to its customers.
Information from all the Call Centers is
compiled and analyzed through the Call
Analysis Tracking System (CATS) to deter-
mine trends in the volume of inquiries and
quality issues. Using CATS, we can form a
global picture of the status of product
quality from the customer’s perspective
and effective information can be fed back
efficiently to the divisions. Inquiries and
opinions from customers are entered into
this common database centrally managed
to provide rapid access to information on
product and service quality around the
world. Accumulated data are shared
among Group companies to provide feed-
back to the quality assurance, develop-
ment, production and other divisions. The
collected data ultimately lead to improved
product quality, better product instruction

Call Analysis Tracking System

Customer I

o™

Response
recorded

manuals, and enhancements in the devel-
opment of new products.

Canon also collects a great deal of infor-
mation beyond what customers tell us
directly through their inquiries. Customer
satisfaction surveys, needs surveys, and other
research tools are used to gather informa-
tion from customers and gain a compre-
hensive understanding of their demands.
These efforts have enabled Canon to
appreciate and carefully respond to the
needs of customers across borders and
generations, as well as proactively dissemi-
nate information, as we work to establish
closer trusting bonds with our customers
and create quality products reflecting their
precise needs.

Canon Information Technology Services, Inc. (U.S.A.)

A

Call Center at Each
Marketing Affiliate

Records
referenced

——
=

I Inquiry Database

for Each Country’s

/ Customers
*Separated by «Efforts to improve product

sharing
*Planning
category quality «Development

«Searchable by »-Improving usability *Plant
keyword «Creating easy-to-understand = Quality
«Searchable by product manuals assurance
related word =Feeding back information
into the design of future
products

Database

Global call information can be analyzed immediately,
enabling prompt and effective action
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Communication among Employees and
Human Resources Development

Human Resources Development Based on the “Three Selfs”

o

Basic Human Resources Policy

Employee-Management Relations

To realize our aim of becoming a truly
excellent global corporation, Canon will
require each and every employee to be a
truly excellent person. The Guiding Princi-
ples, based on the kyosei philosophy, form
the foundation of employee conduct. We
foster a corporate spirit that encourages
enterprising employees and stresses the
principles of meritocracy to guarantee the
fair evaluation of our employees’ work and
human respect based on the drive to
improve, take responsibility, and work
towards the future with a sense of mis-
sion. This human resources policy has
enabled Canon to grow and develop,
opening new business frontiers, diversify-
ing, and expanding globally.

Guiding Principles and “Three Selfs”
Canon’s Guiding Principles derive from the
“Three Selfs”” concept created by the corpo-
rate founders. The “Three-Selfs” are known
as the “Three Js in Japanese: Ji-hatsu (self-
motivation to do every job right), Ji-chi (self-
management), and Ji-kaku (self-awareness
of one’s working environment and respon-
sibilities). Group employees understand
these forward-looking concepts and put
them into practice daily in their work.

The Guiding Principles for Canon Employ-
ees was published as a pamphlet in 2003
to reaffirm our commitment to these prin-
ciples and ensure that all employees under-
stand them. Canon uses the pamphlet for
general employee training and other pro-
grams to ensure all employees are con-
stantly aware of the central role of the
“Three Selfs” in the Guiding Principles.

© Guiding Principles

Three Selfs
Adhere to the principles of self-motivation to
do each and every job right, self-management,
and self-awareness of one’s working
environment and responsibilities

Meritocracy
Make Vitality (V), Specialty (S), Originality (O),
and Personality (P) daily pursuits
Internationalism
Become a sincere and active internationally
minded person with cross-cultural
communication skills

Familism
Trust and understand each other, and work
together in the spirit of harmony
Health First
Live by the motto “healthy and happy,” and
work to cultivate character

Canon Sustainability Report 2005

Canon currently comprises about 108,000
employees worldwide. Canon Inc. alone
employs about 19,000 people, and Japanese
personnel together account for about
45% of the worldwide workforce. With
the recent growth in the share of manu-
facturing in the Asian region outside of
Japan (»P. 59), the number of employees
in the “Other” region, including Asia, has
increased in the last few years, as shown in
the chart below.

Under these circumstances, the Canon
Group has established a human resources
system that respects the laws, working
environments, and customs of each coun-
try in which the Group operates. Worker
unions and similar organizations have also
been established at Group companies.
There are seven worker unions in Japan
which comprise the Canon Group Workers’

©® Number of Employees by Region

Japan M Americas M Europe
Other (Consolidated: As of December 31, 2004)

(people)

120,000 108,257
97,802 102567
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Employee morale is high at Canon thanks to a fair employee-management relations system,
practical training programs, and opportunities for meaningful communication between
employees and management.

Union Conference, while Group compa-
nies in EU member countries convene for
the Canon European Consultative Com-
mittee meetings held on a pan-European
basis.

Group companies manage its human
resources in compliance with local laws
and its own internal rules. There are no
cases of child, forced, or compulsory labor
at any Group company.

Employee-Management Relations at
Canon Inc.

Canon Inc. adopts the union shop system.
At the end of 2004, we employed 19,472
people, of whom 16,173 (83%) were mem-
bers of the Canon Workers’ Union. Man-
agement representatives of Canon meet
monthly with worker representatives at a
Central Worker/Management Conference
to exchange information and discuss views
on issues facing us. Separate committees
are formed at the conference to discuss
the issues of wages, working hours, and
safety and health. Recommended changes
to working conditions and new policies are
adopted based on discussions and agree-
ment between workers and management.

Internal Recruitment

The Canon Group has an internal recruit-
ment system to strengthen divisions and
businesses in urgent need of personnel, to
respond to the wishes and capabilities of
our employees, and to invigorate our orga-
nization. In 2004, at Canon Inc. alone, 122
employees applied for other positions within
the company.

Topics Communication between Employees and the President

Canon employees have a number of oppor-
tunities for communication with President
and CEO Fujio Mitarai, including direct
meetings during his regular visits to opera-
tional sites. In addition, the chief executive
shares information with Canon employees
on a website on the company intranet. The
website regularly posts the CEO’s reports
on the progress of business units and vari-
ous other topics delivered at monthly exec-
utive meetings, enabling the information
to be shared with employees. Employees
can also contact the CEO directly by e-mail.

President and CEO Fujio Mitarai talks with an employee
of Oita Canon Inc. during a site visit



Supporting Career Building and
Skill Development

Canon offers a wide range of training and
education opportunities, along with recog-
nition and awards programs, to motivate
employees and heighten individual skills.
We make especially ardent efforts to nur-
ture our management class and develop
both strong individuals and a strong orga-
nization through programs such as rank-
based management training for all managers
appointed to new positions. Canon’s train-
ing runs a diverse range of topics and for-
mats, from e-learning systems to programs
using sign language. The Training Opera-
tion Support System (TOSS) makes it possi-
ble to search for desired courses on the
intranet, allowing employees to take the ini-
tiative in choosing programs for themselves.

Each Group company has developed
training programs to suit its individual
needs. Canon Europe, for example, has
established both a pan-European e-learning
program and rank-based training courses.

Since 1980, employees of subsidiaries and
affiliates outside Japan at manager-level
and higher have been invited to participate
in the 10-day Tokyo Seminar to familiarize
themselves with Canon and to learn more

Canon Education System

R&D Engineers

Management ng
Skills Program Global Program Training
Program

v v v

Canon Corporate

Newly Promoted Electrical and

Managers D(E\;(eeltcnl:)tr:;,:nt Electronic Technology
Training Program Program Training Program
Production .
Department . - Softv;/_arellnf%rmlatlon
Management okyo Seminar Applied Technology
Program Training Program
. Optical
Global Leader Expatriate Tecl}ljnology
Program Training Program Training Program
Cross-Industrial Language Mechanical
Exchange Training  Training Program Technology

Program (English/Chinese) Training Program
Overseas Research ;
Staff Training Program Te’\élr?rt]%rlloal
Program Asia Trainee L 9y
Program Training Program
" - China .
Business Skills Management High Technology

Training Program Training Program Training Program

Management
Engineering
Training Program

IT Literacy
Training Program

about their roles as managers. The seminar
has proved outstanding as a mechanism to
foster mutual understanding among Group
employees from different regions over the
years. As of the 40t seminar held in 2004,
some 819 employees had taken part in the
event. Since 2001, the Group has also been
developing a global management class
through the Canon Corporate Executive
Development Program (CCEDP).

We are also contributing internationally
in human resource training. For example,
Group companies accept overseas exchange
students for training. In addition, upon the
request of a Chinese governmental organi-
zation, Canon has been providing the
same training we give our newly appointed
senior managers in China.

In 2003, Canon successfully completed the
training of some 12,300 non-management
personnel in the My Action Program (MAP).
As a follow-up in 2004, we extended on-
the-job training to all general managers
and managers (about 2,200) at individual
workplaces under the Active Leaders’
Program (ALP).

In 2004, the average amount of training
provided to Canon Inc. employees was 23
hours per person.
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Skill Training Program

Canon conducts a variety of recognition
and award programs to honor Group
employees for their achievements. The
Canon President Award program bestows
an Award of the Year in recognition of
achievements in management and man-
agement innovation (»P.9), technology,
production, sales and other areas, as well
as an Award for Products to recognize hit
products and key components that have
made a significant contribution to the
development of the company or a remark-
able business contribution.

The Canon Meister, Expert (Multi Skilled
Worker) and other awards recognize indi-
viduals supporting production, the Canon
Production Innovation Awards are presented
for achievements in production technology
and production reform (»P. 9), while the
Quiality Awards laud employees who have
significantly contributed to enhancements
in product quality. In 2004, Canon insti-
tuted a Member of the Canon Academy of
Technology program to recognize its top
engineers. Of the 10 employees certified
as members in the first year of the pro-
gram, two were additionally named Canon
Fellows for their distinguished technologi-
cal contributions to the company.
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Employee Safety and Well-Being

Ensuring the Safety and Well-Being of a Diverse Workforce

Understanding and Promoting
Diversity

Canon strives to maintain a safe and pleas-
ant working environment for its diverse
workforce. The Canon Group Code of
Conduct , for example, spells out
such basic workplace rules as “respect for
the individual and prohibition against dis-
crimination” and ““prohibition against sexual
harassment.” Relations among employees,
no matter their rank or duties, are based
on a policy of mutual respect, wherein
no employee is unfairly discriminated
against due to such factors as race, reli-
gion, nationality, gender, or age.

Canon is aggressively building local man-
agement structures at Group companies
around the world. Since 2000, many of the
presidents of marketing companies in the
Canon Group have been local appointees,
with Japanese personnel providing man-
agement assistance to the local presidents.
In Europe, for example, around 80% of
subsidiaries and affiliates are overseen by
locally appointed presidents.

Women at Canon are treated no differently
than men in recruitment and employment,
nor are they segmented into general office
work or other functions. Canon recognizes
the importance of fostering the careers of

Employment-Related Data (Canon Inc.)

its female employees and is striving to cre-
ate an environment that supports women
who aspire to long-term careers.

The average career of female employees
at Canon Inc. is 16.5 years, slightly higher
than the 16.1-year average for males. At
the end of 2004, the number of women
holding the position of assistant manager
or higher stood at 116, marking an increase
of 11.5% from the end of 2003.

Support Programs for Female
Employees (Canon Inc.)

« Child-care leave

 Part-time employment

* Re-employment after child care

« Establishment of a sexual harassment consul-
tation office

The Canon Group abides by the principle of
“normalization” set forth by the United
Nations in actively providing employment
opportunities to physically challenged indi-
viduals. In June 2002, Canon Inc. met the
legal requirement of employing a work-
force comprising at least 1.8% physically
challenged persons. Since then we have
maintained workplace environments in
which the physically challenged can thrive
while keeping our employment rate above
the legally mandated level without estab-
lishing a special subsidiary for such pur-
poses. All Group companies, meanwhile,
ensure an environment in which physically
challenged employees can put their abilities
to use in a mutually supportive workplace.

2000 2001 2002 2003 2004
Percentage of regular hire office employees (male) | 62.1% | 56.6% | 56.5% | 55.1% | 66.2%
Percentage of regular hire office employees (female) | 37.9% | 43.4% | 43.5% | 44.9% | 33.8%
People who have taken child-care leave 115 138 113 107 113
People who have taken nursing-care leave 11 25 12 18 7
Internal recruiting/non-management 93 107 163 128 120
Internal recruiting/management* — 4 24 7 2

*The internal recruiting system for management positions was introduced in October 2001.

Human Relations Center Established

In January 2004, Canon Inc. established a
Human Relations Center to identify and
help resolve personal problems employees
encounter at work. We remain dedicated
to creating a strong organization com-
posed of a workforce of strong individuals,
and an environment in which our employ-
ees can work happily and productively.

Roles of the Center

Raise employee awareness and improve morale

Provide career counseling

. Provide post-retirement counseling

Respond to human relations issues between

employees and their superiors, coworkers, and

subordinates

5. Implement a mental health policy and respond to
individual needs

6. Respond to various other employee issues

sonpe
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Canon promotes diversity in its workforce by supporting the careers of women and
the physically challenged, rehiring retirees and other measures. We also protect
our employees by making continual improvements in the areas of safety and
health management.

Back in 1977, Canon Inc. became one of
the first Japanese companies to set its
retirement age at 60. Then in 1982 we
began a re-employment program to keep
employees working within the company
beyond retirement up until the age of 63.
In 2000 we set up an open recruitment
system for re-employment, and as of the
end of 2004, we were tapping the rich
experience and knowledge of 177 re-
employed retirees. Of the 210 employees
who reached mandatory retirement age in
2004, 76 were rehired under this program.

Compensation System

Canon Inc. is an equal opportunity employer
with a fair and equitable compensation sys-
tem for its employees. The basis of the sys-
tem is work performance. Compensation
ranges are established for each level of work
depending on the difficulty and responsibili-
ties of the position, and pay raises are
awarded on the basis of merit without
regard to the employee’s age. Canon Inc.
also has a bonus system linked to both
employee performance and the company’s
business results. This type of compensation
system is already in place at Canon U.S.A.,
Canon Europe, and other Group companies
in Europe and the Americas. Introduction
throughout operational sites in Asia is pro-
gressing.

Canon Inc. is conducting internal sur-
veys to determine the effects of the merit-
based compensation system on employee
satisfaction and performance. The results
are being used to grasp the effects of the
system and make further improvements.

Employment of Retirees (Canon Inc.)

Retirees ™ Re-employed retirees
®Re-employment rate

(people) (%)
250 100
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Safety and Health Management
System

Canon inaugurated a safety and health
management system in 2000. This was fol-
lowed by the establishment of an internal
auditing system in 2003 and ongoing plans
for implementation of the system at pro-
duction sites. Later, in 2004, Ueno Canon
Materials Inc. and the Utsunomiya Optical
Products Plant of Canon Inc. introduced an
OSHMS*1, following the lead of Fukushima
Canon Inc. and Canon Inc.’s Utsunomiya,
Toride and Ami Plants. We are actively
submitting our safety operations to exter-
nal review by the Japan Industrial Safety
and Health Association (JISHA), an entity
working in accordance with the OSHMS
Guidelines of the International Labour Orga-
nization and the policies of Japan’s Ministry
of Health, Labour and Welfare. In 2003,
JISHA certified Fukushima Canon as an oper-
ational site with advanced safety policies.

Outside of Japan, in April 2000, Canon
Hi-Tech (Thailand) Ltd. became the first
Thai corporation to receive TIS18001*2
certification. Canon Engineering (Thailand)
Ltd. plans to obtain the same certification
by the end of 2005. Group companies
worldwide continue to make progress in
the area of safety and health.

Eliminating Major Workplace
Accidents

Canon workplaces are being improved
with an emphasis on the 55*2 activities and
in accordance with local circumstances.
Workplace safety and health standards
have been instituted for the cell produc-
tion system at Group production sites in
Japan (»P. 10). To comprehensively ensure
a better organized environment, we will
also continue to maintain and improve
safety and health management at opera-
tional sites by eliminating excess and waste
in work processes. Fukushima Canon, a
model of success under the policy, has
remained accident-free over the course of
more than 54 million hours of work time.

Focus of No-Accident Campaign

» Analyses of accident causes and the preven-
tion of similar accidents

 Safety inspections upon the introduction of
equipment

= Workplace health management for chemical
substances

Group companies are also promoting
accident prevention and traffic safety in
tandem with their polices on the elimina-
tion of accidents.

Health Maintenance and Promotion

The well-being of our employees is the
well-being of our company. The health
management of our employees both in
body and in mind is an essential factor in
maintaining a healthy and dynamic com-
pany as a whole. The Health Insurance
Union, a union of employees from major
Canon affiliates and subsidiaries in Japan,
administers health exams, organizes health
seminars, provides individual health con-
sultations, and undertakes various other
activities through a network of healthcare
professionals around the country. In keep-
ing with the passage of Health Japan 21,
the Health Promotion Law, and other legal
developments, all Japanese Group compa-
nies have adopted the same goals for
quantitative health examinations and other
issues to help prevent lifestyle-related ill-
nesses. The annual examination rate of the
Group’s workforce has reached nearly
100% over each of the last five years.

Other measures at Canon Inc. include
seminars on the prevention of infectious
diseases such as SARS (severe acute respi-
ratory syndrome) and mental health exam-
inations and special training prescribed
under the guidelines of the Ministry of
Health, Labour and Welfare.

Outside Japan, Canon Hi-Tech (Thailand)
and Canon Engineering (Thailand) are among

Group companies supporting the health
management of its employees by possessing
their own emergency cars to take employ-
ees to the hospital during emergencies and
providing employees with health education.

Mental Healthcare Initiatives
(Canon Inc.)

« Self-care: Regular mental health checkups (IMI)

* Rank-based care: Mental Health Training
(required training for new managers); Stress
Management Training (for assistant managers)

» Care by on-site industrial health staff; Care by
specialist doctors and counselors; Private con-
sultation services

« Care by outside medical specialists

*1 OSHMS

Occupational Safety and Health Management System
*2 TIS18001

Thailand’s labor health and safety management system
*3 The 5S’s stand for the Japanese words seiri
(streamlining), seiton (organizing), seiketsu (hygiene),
seiso (cleaning), and shitsuke (discipline).

Labor Accident Rate* (Canon Inc.)

Canon Inc. rate
Electric equipment manufacturing
industry rate in Japan

(%) ® Manufacturing industry rate in Japan
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*Accidents requiring time off

National Industrial Safety and Health Convention

The Japan Industrial Safety and Health
Association (JISHA) organizes an annual
National Industrial Safety and Health
Convention. More than 10,000 participants
from around Japan, mostly company rep-
resentatives, attend the event each year to
announce the results of their company
activities and take part in symposiums in
14 different areas of industrial safety and
health. Three Group companies in Japan
were invited to announce the progress of
the safety and health initiatives of the
Canon Group in presentations at the 2004
convention in Osaka.

Canon Group presentations:

Shimomaruko Headquarters

“From Zero Accidents to Zero Safety Hazards:
Implementing OSHMS Throughout Canon”
Nagahama Canon Inc.

“Eliminating Traffic Accidents at Nagahama Canon”
Ueno Canon Materials Inc.

“Anti-Smoking Policies in the Workplace™
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Social Management

Social Contributions

Encouraging Smiles as a Good Corporate Citizen

Social Contribution Activities

Conservation of the Environment

Canon takes pride in fulfilling its responsi-
bilities as a good corporate citizen by con-
tributing to society outside the scope of its
business activities. Our contributions focus
on six areas: conservation of the environ-
ment; social welfare; local communities;
education and science; art, culture and
sports; and humanitarian aid and disaster
relief. We actively provide funding and
equipment, match the donations raised by
our employees, and create partnerships
with organizations for the support of these
causes (»P. 60).

©® Goals

= Provide ongoing support to people and orga-
nizations in need

= Carry out a range of support activities in coop-
eration with partner organizations offering
diverse values and expertise

« Effectively apply Canon’s long-accumulated
internal resources (employees, funds, facilities
and technical know-how)

et e

Canan

Detailed information on these activities is available in
the pamphlet Canon Social & Cultural Support Activities.

Canon Europe has been supporting the
WWEF in Europe since 1998, when it
became the first corporate WWF Conserva-
tion Partner.

Through a partnership with WWF Hong
Kong, Canon sponsors an annual charity
walk in the Mai Po wetlands, a nature
reserve in Hong Kong registered under
the Ramsar Convention*. In 2004 we also
teamed up with the WWF to organize an
environmental education walk in Hoi Ha
Wan, an event which drew 1,270 partici-
pants, including 97 Canon employees.

As part of the Clean Earth Campaign
started in North America in 1990, we sup-
port important scientific research on the pro-
tection of wildlife in Yellowstone National
Park in the United States. We also provide
scholarships to doctoral students conduct-
ing scientific fieldwork in national parks
in the United States, Central and South
America.

©WWF-Canon/Martin HARVEY
Supporting the digitalization of WWF photo library

*Ramsar Convention

An agreement to protect and conserve wetlands
providing a habitat for migratory birds and other
wildlife

© Main Areas of Canon'’s Social and Cultural Support Activities

Handing over a beautiful

Supporting the self-
reliance and
nurturing the talents
of people with
disabilities

Social Welfare

Local
Communities

Conservation of
the Environment

Earth to future generations

Supporting people
in need

Humanitarian
Aid and
Disaster Relief

Art, Culture
and
Sports

Education and

Respecting exchanges
among local residents

Science

Fostering the
development of
fertile minds

Supporting our children,
the leaders of tomorrow
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Canon supports a wide range of social and cultural activities to meet the needs of
local communities. These activities help us fulfill our kyosei philosophy with
the aim of enriching peoples’ lives.

Students take a “virtual field trip”” through Yellowstone
National Park on the park’s website (New York, U.S.A.)

Social Welfare

Canon has been working with the
National Center for Missing and Exploited
Children (NCMEC) in North America since
1997, raising social consciousness on the
issue of child abductions. We provide digi-
tal cameras, printers, and other equipment
to assist local authorities in quickly locating
missing children. In recent activities under
the Canon4kids program, Canon has cre-
ated posters of missing children and posted
them on the Internet and in other media
outlets in appeals for information on their
whereabouts.

Canon sponsored the 2005 Special
Olympics World Winter Games in Japan,
an event for athletes with intellectual disabil-
ities. We provided support both financially
and through the lending of equipment
such as digital cameras and printers.

PGA professional Briny Baird displays a picture of a
missing child on his golf bag

e

Canon equipment was used to record ceremonies and
events at the 2005 Special Olympics Winter World
Games in Japan



Local Communities

Canon organized a month-long fundrais-
ing campaign for local volunteer fire
brigades in Australia to show its apprecia-
tion for the work they do.

A number of social contribution pro-
grams are underway in China. In 1998 we
established the Beijing University Canon
Scholarship Fund, and more recently we
donated digital radiography diagnostic
equipment to Beijing Hospital in the fight
against severe acute respiratory syndrome
(SARS). Canon also runs a special program
to allow children with speaking challenges
to become acquainted with high-tech digi-
tal products. The 27t Century Business
Herald, a Chinese business weekly news-
paper, selected Canon (China) Co., Ltd. as
the recipient of its first Best Corporate
Citizenship in China Award, an accolade
established in 2004.

LRA$2005FEHRE R TRUR

¥ 3 i d £ Sas.
As of March 2005, the Beijing University Canon
Scholarship Fund had provided scholarship money to
455 students

Education and Science

Canon Dalian Business Machines, Inc.
hosts an annual Japanese speech contest
to help forge closer relations between China
and Japan. In Europe, we established the
Canon Foundation to support academic
research by distributing scholarship funds
and aiding academic exchanges between
Japanese and European scholars and
researchers.

Back in Japan, Canon teamed up with
an NPO and educational and governmen-
tal organizations in May 2004 to inaugurate
the Canon Junior Photographers program.
Children participating in the program learn
digital photography techniques, travel out
on group shoots, and show their digital
creations in exhibitions. The program is a
wonderful opportunity for children to
share their discoveries and excitement with
their communities.

Kids take pictures in the field as part of the Canon
Junior Photographers program

Art, Culture and Sports

Canon supports a number of arts projects,
including the New Cosmos of Photography
in Japan, intended to foster new photog-
raphers and encourage their ideas on new
ways of photographic expression. We also
sponsored the UNEP International Photo-
graphic Competition on the Environment
2004-2005, an event to raise awareness
of environmental problems through pho-
tography.

Sports are another active field of commu-
nity support for Canon. Canon Cup Junior
Soccer in Japan, one of many Canon-spon-
sored sports programs, gives children the
chance to make friends from other coun-
tries through sports.

The New Cosmos of Photography has turned out
several promising young photographers since its
inception in 1991

Canon has been a title sponsor of Canon Cup Junior
Soccer since 2001

Humanitarian Aid and Disaster
Relief

The Canon Group actively responds to nat-
ural disasters and crises with fundraising
campaigns and other forms of support. In
the aftermath of the Sumatra earthquake
and Indian Ocean tsunami, Group compa-
nies in Japan quickly started a fundraising
campaign, while our Group companies in
other regions contributed relief funds to
the International Red Cross. A year earlier,
in 2004, we sent relief funds to earthquake
victims in Iran and Niigata Prefecture, Japan.

As part of its sponsorship for UEFA EURO
2004, Canon Europe supported ““Canon
Fan Foto” on the website of the UEFA
European Football Federation. Visitors to
the website could choose a photo from
among contest entries to send as an elec-
tronic card. For every e-card sent, Canon
donated 1 euro to the Protect Children in
War campaign organized by UEFA and the
European Red Cross Societies.

Employee Volunteerism

Individual Canon employees participate in
volunteer activities around the world. In
North America, volunteers from the Canon
Clean Earth Crew aid local communities with
environmental protection. Canon Hongkong
Co., Ltd., meanwhile, participated in the Mai
Po Voluntary Work program in September
2004, helping to prune trees in the Mai Po
nature reserve and remove redundant
branches that harm the reserve’s ecosystem.

=

Mai Po Voluntary Work program attended by 33
employees from Canon Hongkong

Canon Sustainability Report 2005
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Relations with Suppliers

Building Strong Ties with Suppliers

Basic Stance on Procurement

Implementing the EQCD concept at Canon
means delivering high-quality, appropri-
ately priced products to customers around
the world in a timely manner while mini-
mizing environmental burden every step
of the way (PP. 11). The cooperation of
suppliers is essential to the successful imple-
mentation of this concept. Our Fundamen-
tal Procurement Policies and other internal
regulations are conveyed to and under-
stood by suppliers, and then carried out
with their cooperation based on a strong
working relationship.

Fundamental Procurement Policies

1.In all of our procurement activities, Canon
endeavors to contribute to society and
observe the law while maintaining our focus
on protecting the environment and natural
resources.

N

In all of our procurement activities, Canon
works together with our suppliers to realize
our corporate philosophy of kyosei and work
together for the common good.

w

Canon would open the door to all of suppli-
ers in the world and do business with excel-
lent and reliable suppliers in accordance with
our corporate philosophy of kyosei.

The procurement division coordinates inter-
nally with other divisions and visits suppli-
ers to plan out collaborative measures to
further the objectives of EQCD. Among
various joint initiatives, Canon provides
suppliers with on-site support and guid-
ance on environmental evaluation, prod-
uct quality improvement, and production
reform activities to enhance the just-in-
time supply system . In addition to
formulating proposals based on VA (value
analysis) and VE (value engineering) in col-
laboration with our suppliers, we invite
them to our operational sites to explain
our basic strategies, business plans, market
trends, and procurement policies. This sys-
tem enables us to closely work with our
suppliers in the marketing of products that
raise the level of customer satisfaction.

|

Procurement policy conference held at Utsunomiya
Optical Products Plant

Canon Group Procurement Code of Conduct

Canon established the Canon Group
Procurement Code of Conduct on October
1, 2004, to ensure fair and transparent
business transactions with suppliers and
compliance with laws and regulations on
procurement. The new code falls under
the wider Canon Group Code of Conduct

and requires employees of the
procurement divisions to fully understand
and abide by its stipulations.

The Procurement Code of Conduct is
available in English, Chinese, Thai, and
Vietnamese in addition to Japanese, dis-
tributed to employees of the procurement
divisions, and posted online on the Group
intranet. Group companies use the code to
manage procurement compliance activities

and conduct internal training programs

Employees in procurement-related jobs
at Group companies in Japan are given
wallet-sized cards bearing the Procurement
Code of Conduct and undergo compliance
training, while a specialized department
conducts internal audits to confirm compli-
ance
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From the very first stages of procurement, Canon builds close cooperative bonds with
suppliers based on fair and transparent procurement policies.

Fair and Transparent Selection of
Suppliers

When selecting suppliers, Canon evaluates
whether to purchase parts and materials
based on a number of basic questions: Is
the supplier working to conserve the global
environment? Does the supplier have an ade-
quate supply system? Can we have a finan-
cially stable relationship with the supplier?

The evaluation of potential suppliers
also factors in such considerations as prod-
uct quality, cost, delivery schedules, tech-
nical capabilities, and service capabilities.
When making purchasing decisions, Canon
forms supplier evaluation panels for each
category of material to guarantee a fair
and transparent selection of suppliers.

Beginning in 2005, all candidate suppli-
ers of materials for use in Canon products
must meet the Canon Green Procurement
Standards before they can do
business with the Canon Group as a way
to fully promote our green procurement™
efforts.

Canon procurement information URL:
canon.com/procurement

*Green Procurement

Favoring the procurement of materials and products
that have a low burden on the environment.

Excerpts from the Canon Group
Procurement Code of Conduct

1. Basic Principles

2. Fair and Equitable Dealings

3. Sincerity and Honesty in Dealings with Suppliers
4. Compliance with Laws and In-house Rules

5. Appropriate Use of Confidential Information

6. Prohibition against Seeking, Accepting or
Offering Improper Gifts or Other Benefits

Main Compliance Training Course
in 2004

* Procurement ethics and manners WBT (e-
learning)

« Subcontracting Law (basic and intermediate
courses)

= Revenue Stamp Law



Establishing a Product Chemical
Substance Assurance System

Canon has begun operating a Product
Chemical Substance Assurance System as
a foundation for the management and
verification of the chemical substance con-
tent of our products. The system is respon-
sive to the European Union’s RoHS directive

on hazardous substances, and
anticipates stricter regulations likely to be
introduced in the future. The key compo-
nents of the system for managing chemi-
cal substances in parts and materials are 1)
Environmental assessment of suppliers, 2)
Chemical substance content survey of
products, and 3) Analytical assessment and
internal audits for risk avoidance. These
three components combine to form a
comprehensive system capable of fully
responding to the various regulations on
hazardous substances.

The engineers currently working on the
Japan Green Procurement Survey Standar-
dization Initiative* use Canon’s Product
Chemical Substance Assurance System as
a reference in their work to formulate a
global standard for the management of
chemical substances in products (see below,
Phase Il of Measures Taken by Japan Green
Procurement Survey Standardization Initia-
tive). Canon intends to bolster the manage-
ment of chemical substances in products
through closer cooperation with suppliers
and with the support of new global mea-
sures in the industry.

Canon created Green Procurement Stan-
dards in 1997 and completely revised them
six years later in 2003. We evaluate the
environmental aspects of our suppliers and
their products based on the self-assess-
ments of the suppliers themselves. In 2004,
Canon provided environmental assessment
training to 400 employees inside and out-
side Japan. Some 3,000 suppliers around
the world were assessed. From 2005, our
basic policy is to purchase parts and mate-
rials only from suppliers that meet our
Green Procurement Standards.

It would be inefficient for both Canon and
its suppliers if all suppliers were individually
subjected to analytical assessment in order
to determine the chemical content of their
parts and materials. We have created a
rational method by which suppliers can
accurately track and manage the chemical
content of their parts and supplies at each
level of manufacturing, beginning with
raw materials. The data on chemical con-
tent in this process are compiled along the
supply chain in a cumulative manner.

The chemical substances surveyed and
the survey format used by Canon comply
with the guidelines prescribed by the Japan
Green Procurement Survey Standardi-
zation Initiative for the standardization of
surveying methods in the electric and elec-
tronics industries.

Measures Taken by Japan Green Procurement Survey Standardization Initiative

Purpose Measure
Phase | = Make it less burdensome for the « Standardize the survey format and a core
(implementation product manufacturer to provide set of substances to include in the survey
completed) information on chemical substances | « Move towards consensus among U.S.
« Facilitate faster survey responses and European electronic industry
associations
Phase Il = Raise the reliability of survey results | e Standardize the management system for
(under the chemical substance content of
deliberation) products

Canon Green Procurement Standards

Environmental Management System

Performance

Legal compliance

Business Environmental management related to _ Environmental impact substances
Activities BUETTES agtivities (in development, production, and sales)
Preventive measures against soil and
groundwater pollution
Parts and Management of environmental Environmental impact substances
Materials impact substances contained in contained in parts and materials

parts and materials

Evaluation per supplier

Evaluation per part and material

A single part is created through a long
supply chain, beginning with the raw
materials provider. Even if companies along
this supply chain have established chemical
substance management systems to man-
age the contents of their parts, there is
always the possibility that accidents will
occur and hazardous substances will be
inadvertently added in one of the produc-
tion processes. Canon has taken measures
to avoid this risk by installing X-ray fluores-
cence analysis equipment at its main sites.
The equipment is used to conduct regular
analytical assessment of parts. Parts more
prone to include hazardous substances are
subject to regular assessment.

In the second half of 2005, environmen-
tal audits (> P. 44) will be conducted at all
production sites to confirm the operational
status of the Product Chemical Substance
Assurance System and ensure that Canon
is in full compliance with the RoHS directive.

*Japan Green Procurement Survey Standardization
Initiative (JGPSSI)

Canon initiated the movement to establish the JGPSSI
with other interested companies in 2001. As of April
1, 2005, 85 firms were participating members.
JGPSSI URL: home.jeita.or.jp/eps/greenTOP-eg.html

Environmental analysis of parts (Canon (Suzhou) Inc.)
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Environmentally
Conscious Management

Environmentally Conscious Management System

Environmentally Conscious Management at All Worldwide
Operations

A Global Environmental
Promotion System

Canon employs a multi-tiered environmen-
tal promotion management structure in
which the Global Environment Promotion
Headquarters is responsible for the overall
direction of environmentally conscious man-
agement. The Environment Management
and Engineering Center promotes environ-
mental strategy and technological devel-
opment, while the Environment New
Business Center initiates the development
of new environmental businesses, with both
of the bodies positioned under the head-
quarters. Established under the Manage-
ment Strategy Committee , the
Global Environment Expert Committee is
tasked with planning individual strategies
for important environmental issues across
the Group.

Environmental divisions and officers are
also set up at each product group opera-
tion, operational site, and major subsidiaries
and affiliates to ensure the implementation
of the Mid-Term Environmental Goals and
environmental assurance rules and other
Group targets and rules. This structure also
supports the effective sharing of environ-
mental information within the Group and
the execution of speedier decision-making.

Regional Environmental Conferences

The Canon Group is holding environmental
conferences on a regional basis to reinforce
local environmentally conscious manage-

Regional environmental conference held in Amsterdam
in November 2004 attended by representatives from
main European manufacturing and marketing affiliates
and subsidiaries. The conference was “carbon neutral,”
meaning that the participants reduced CO> emissions by
the same amount the conference emitted. To compen-
sate for the CO, emitted by the round-trip travel of the
44 attendees of the conference site, 1,545 trees were
planted.

*1SO14001
A standard for environmental management systems
issued by the International Organization for Stan-
dardization.

Canon Sustainability Report 2005

Canon has instituted an independent set of environmental assurance rules as the basis for
its environmental risk management and risk communication activities.

® Global Environment Promotion Organization

Canon Inc.

President ——{ Executive Committee
[and CEO

Management Strategy Committee

~{_Global Environment Promotion Headquarters

Global Environment Expert Committee

(Main Subsidiaries and Affiliates)

e

ment in accordance with Group goals, rules,
and policies. The 2004 conferences cen-
tered on major environmental issues such
as 1ISO14001* consolidated certification and
compliance with the WEEE (»P. 51) and
RoHS directives

Operation of Environmental
Management System

In 1995, Canon became the first company
in Japan to acquire BS7750 certification,
the predecessor to the current 1SO14001
standard. Since then, production and mar-
keting sites in the Group have successfully

~{_ Environment Management and Engineering Center ( Canon Sales Group
~—————{ Environment New Business Center ("Canon Europa/Canon Europe
—( Individual Product Group Operations [ Canon USA.
Environment Promotion Divisions
= : : [ Canon (China)
~——{_Individual Operational Sites
— Environment Management Divisions ( Canon Australia

Individual Manufacturing
Subsidiaries and Affiliates

introduced Environmental Management
Systems (EMS) (» P. 60). In 2004, we began
to plan for ISO14001 consolidated certifi-
cation of the entire Group as a way to
optimize our environmentally conscious
management. From 2005 through the end
of 2007, we are aiming to complete a
single 1SO14001-compliant EMS covering
about 140 Group companies and about
130,000 employees (including outside con-
tract employees). As part of the preparation
for consolidated certification, the environ-
mental rules (for environmental assurance
and related areas) for the entire Group
were revised in 2004.

® Rules for Environmental Assurance and Related Areas

Canon Group Fundamental Rules for
Environmental Assurance

_Canon Group Product
Environmental Assurance Rules

Detailed Rules for Product Assessment

(Rules on Standardization of Design for Environment

Rules on Parts/Material Procurement

Green Procurement Standards (Parts and Material)

( Safety and Health Management Rules _l

Canon Group Environmental Assurance
Rules for Operational Sites

(_ Chemical Substance Management Procedure

[Canon Group Control Procedure for Environmental

Assurance Standards for Operational Sites

Canon Group Environmental
Audit Rules

( Canon Group Environmental Audit Procedure

Canon Group
Fundamental Rules for
Environmental Assurance

These are the overarching guidelines that govern all our environmental
assurance activities and harmonize our rules for products and site
operations, and environmental audits.

Canon Group Product

These standards include our Product Assessment Guidelines and

Environmental Assurance
Rules

Environmentally Conscious Design Guidance. Taken collectively, they clearly
identify the issues to consider in developing and designing Canon products.
Our Hazardous Substances in Products standards ensure that our customers
can use our products in an environmentally safe manner.

Canon Group Environ-
mental Assurance Rules
for Operational Sites

Canon has clearly spelled out the environmental standards to be implemented
at all of its operational sites. All operational sites in all countries and regions
are required to meet the local standards or Canon’s standards.

Canon Group
Environmental Audit
Rules

These rules clarify the principles behind internal environmental audits, basic
items covered by the audit, and the tasks of the internal environmental
auditors.




Environmental Risk Management

Each operational site in the Canon Group
has laid out a response plan for unfore-
seen events as an environmental manage-
ment item. This system enables the sites to
respond with comprehensive and appro-
priate measures in a prompt and effective
manner. The environmental management
system also includes detailed information
on preventive management methods at
each site, which encompasses an overview
of soil surveys and environmental assess-
ment, the creation of construction stan-
dards, the adoption of secure wastewater
facilities designed to protect the environ-
ment, and a record of measurement data.

Since 1990, Canon has performed a
prescribed environmental assessment when
establishing new operational sites. The
assessment covers every stage from the
site selection process through to the start
of site operations, applying the same envi-
ronmentally conscious management stan-
dards for sites both in and outside Japan.
Outside of Japan, as each country has dif-
ferent regulatory levels and standards from
Japan, we apply the stricter of Canon’s
standards and the local standards. Canon
commissions local consultants to complete
the basic surveys, chooses the site based
on the results, verifies that the results con-
form with all relevant standards, and
begins construction.

Risk Communication

As a follow-up to our preventive measures
and other risk management activities, we
place great importance on “risk communi-
cation,” the communication of those activ-
ities to stakeholders.

In 2004 we conducted an awareness
campaign and employee briefings on risk
communication. Then in August 2004, envi-
ronmental personnel working at opera-
tional sites with higher levels of chemical
substance discharge attended a specialized
program for risk communication training.
Training seminars on chemical substance
risks and methods of risk communication,
and role-playing activities among the envi-
ronmental personnel were used to instill
an understanding of the importance of risk
communication.

Canon also maintains close communi-
cation with administrative and local gov-
ernment bodies on environmental safety

management. In January 2005, the Center
for Environmental Information Science
recognized Canon’s efforts on chemical
management and risk communication by
presenting the company with its PRTR
Excellent Prize Award at the 2004 PRTR
Awards Ceremony and Symposium.

2004 PRTR Awards Ceremony and Symposium

PRTR%:
#HEZEAN RREBEHR8E L & —

Logo mark approved for use by recipients of
PRTR Excellent Prize Award

Monitoring and Measurements

Our independent environmental assurance
standard seeks to reduce environmental
risks based on strict compliance with all
environmental laws and regulations world-
wide. For air and water emissions, Canon’s
standards have been set higher than the
regulations. The environmental manage-
ment results of our operational sites are
available on our website (URL: canon.com/
environment).

We perform analytical assessments of
environmental burden using the latest
environmental measurement technologies
and by qualified environmental analysts.
Through our Environmental Analysis Support
System, we manage data and respond to
irregular data levels related to wastewater,
soil, air, odor, noise, vibration and other
factors, as well as undertake measurement
plans at all operational sites in Japan.

Environmental Auditing

Canon has established a specialized organi-
zational structure to perform environmental
auditing*! at operational sites worldwide
based on the Canon Group Environmental
Audit Rules, an in-house set of regulations
which comply with 1SO19011 standards.
Results of separate audits by operational

sites and headquarters have led to direct
improvements in the environmental system
performance at each operational site. The
headquarters’ auditing control division com-
piles and analyzes the auditing results for
presentation during executive-level man-
agement reviews to ensure that they can be
reflected in Canon’s auditing policy for the
next fiscal year.

In 2004, the operational site audits
focused on compliance with rules on con-
signment of waste processing to outside
companies. Supported by headquarters’
auditing division , auditors at each
operational site confirmed the contents of
the waste processing consignment con-
tracts, the manifests*?, and the results of
environmental measurements. While no
serious breaches of laws and regulations
were found, the audit did turn up minor
infractions in the handling of contracts and
manifests which we have been correcting
one by one. Environmental training divi-
sions have also been receiving the auditing
results for use as a reference to train
employees in the environmental divisions
and those in charge of waste management
departments at each operational site in the
drawing up of contracts and related oper-
ations (»P. 47). Reinforcing our system of
legal compliance will become an increas-
ingly important mission from the viewpoint
of corporate social responsibility.

Headquarters environmental audit interview
(Canon (Suzhou) Inc.)

*1 Environmental auditing

An evaluation, based on an objective set of criteria,
of whether or not an organization or operational
site is in compliance with environmental standards
defined by environmental laws and regulations, as
well as the company’s policies and goals.

*2 Manifest

When a business generating industrial waste com-
missions a processing firm to process the waste, the
manifest is issued as a management document exe-
cuted to prevent the illegal disposal of waste and
ensure that proper processing procedures are taken.

Canon Sustainability Report 2005
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Environmentally
Conscious Management

Environmental Information Management and
Evaluation System

Comprehensive Evaluation of Environmentally Conscious
Management

Canon takes environmental activities a step further by evaluating all of its initiatives from
multiple standpoints.

Environmental Evaluation System

The Evaluation System on a Consolidated
Basis forms the foundation of Canon’s
consolidated management system. From
2001, an Environmental Evaluation System
has also been instituted to assess product
group operations and major manufacturing
and marketing subsidiaries and affiliates.
The assessments of product group opera-
tions and manufacturing subsidiaries and
affiliates emphasize environmental perfor-
mance*!. In the case of marketing sub-
sidiaries and affiliates, the assessments
focus on the effective maintenance of
environmentally conscious management
systems. The evaluations are performed by
the Global Environment Promotion Head-
quarters (> P. 43).

The environmental portion of the
Evaluation System on a Consolidated Basis
accounts for about 10% of the total points,
and the results are announced twice a
year. The introduction of this system has
resulted in improved environmental activity
results, profitability, and other benefits. As
our environmentally conscious manage-
ment advances, we will be introducing
new evaluation items and the effectiveness
of our environmentally conscious manage-
ment will improve.

Production Environmental
Information Management

Environmentally Conscious
Management Tools

The Canon Group introduced a Production
Environmental Information System in January
2003 to unify environmental information
at its production sites. The new system out-
modes the old method of compiling infor-
mation through e-mail and survey forms by
migrating to a unified intranet database.
Every operational site enters its environmen-
tal data according to specified categories.
The system enables the Global Environment
Promotion Headquarters to easily grasp
the situation at Group sites around the
world and acts as a database for perform-
ing environmental accounting*? and calcu-
lating the environment performance index.

Factor 2 is the overriding indicator for envi-
ronmentally conscious management used
at Canon (»P. 14). The various other indi-
cators in use are shown below.

*1 Environmental performance

The effect a company’s business operations have on
the environment (environmental burden) and the
results of related initiatives to reduce the burden.
*2 Environmental accounting

Measuring and evaluating a company’s expenditures
for environmental conservation and management
activities as well as the benefit (environmental conver-
sation and economic benefits) these activities produce.

® Environmentally Conscious Management Tools Used by Canon

Environmental Efficiency

Internal Environmental Accounting/

Certification System

LIME*3 (»P. 49)

Measurements Main Environmental Management
System
Overall Factor 2 (P P. 14) Environmental accounting (> P. 46) 1ISO14001 (> P. 43)
Product Environmental performance | Product environmental information system | Eco-Leaf*®

Site JEPIX*4
Eco-Indicator 99
(see column below)

system

Operational | Environmental performance | Material flow cost accounting (» P. 46)
Production environmental information

*3 LIME: Life-cycle Impact assessment Method based on Endpoint modeling (Japanese version)
A method to compile and integrate various types of environmental burden affecting human health, social

assets, and other assets to be protected.

*4 JEPIX: Environmental Policy Priorities Index for Japan

A method to evaluate various environmental factors at the base of Japan’s environmental policy as a single

environmental burden unit.
JEPIX URL: www.jepix.org
*5 Eco-Leaf (Type Il Eco-Label)

This type of Eco-Label promotes environmentally conscious products by showing quantitative environmental

information calculated by the LCA method.

Topics Canon (Schweiz) Implements Eco-Indicator 99

Canon (Schweiz) A.G. uses Eco-Indicator
99*, a measure of environmental efficiency,
to comprehensively identify environmental
burden generated by product maintenance,
shipping, and other business operations,
and evaluate its environmental activities.
According to this method, the environ-
mental burden of the company’s opera-
tions has declined since 1995. Canon is
presently proceeding with a plan to improve
its environmental performance throughout
Europe and progress towards mid-term
environmental goals for the entire conti-
nent by employing Eco-Indicator 99 to
measure its environmental performance.

Canon Sustainability Report 2005

® Environmental Burden of Canon (Schweiz)

(Eco-points)
7,000 6,799

6,000

5,201 5,128

5,000

4,000

3,000

4,964 4,947 4,903

'95 00 01 '02 03
*Eco-Indicator 99

04 (year)

I Service (product maintenance)

[ Office energy consumption

I paper usage

I Waste recycling/disposal

Heating

Shipment of products to customers

(Canon Logistics Center)

Shipment of products to customers
(Amsterdam or European production works)

This is an environmental performance evaluation method based on an LCA developed between 1997 and
1999 by a team of environmental experts and LCA specialists from the Netherlands and Switzerland at the
request of the Netherlands’ Ministry of Housing, Spatial Planning, and the Environment.




Environmental Accounting

Since introducing environmental accounting
in 1983, Canon has continually expanded
the scope and increased the accuracy of
data collection, using the results to deter-
mine whether the company is getting the
maximum return on its investment of man-
agement resources. In addition, Environ-
mental Investment Standards help Canon
to prioritize and optimize its investments in
the environment as they are actually made.

In compiling data for 2004, we expanded
the scope of coverage from our main sub-

sidiaries and affiliates in Japan to include
our main subsidiaries and affiliates outside
Japan, as recommended under the February
2005 revision of Japan’s Ministry of the
Environment’s Environmental Accounting
Guidelines. According to the results of our
environmental accounting in the year
2004, Canon (main subsidiaries and affili-
ates inside and outside Japan) invested
16.1 billion yen in environmental protec-
tion activities in the course of the year,
including 2.7 billion yen in costs for
improvement, and this investment yielded
an effect of 3.0 billion yen (»P. 61).

® Environment Accounting Results for 2004

(¥ billion)
40 Customer effects
35.8
E5)
15
30 a
£3
2o
25 i =13
Environmental g_ =
20  protection costs =0
16.1 °3
15 38
Costs for improvement ee
10 (included in the total Effects of costs for 38 -‘E
cost of 16.1 billion yen) improvement 2 3
5 2.7 3.0 3=
1 g5
0 — —-—) T S

Global environmental protection
[ Upstream/Downstream

[ Resource recycling

Pollution prevention/Management activities, etc.

Material Flow Cost Accounting

Material flow cost accounting is an envi-
ronmental management accounting tool
used to identify loss generated in produc-
tion processes. ““Loss’ collectively includes
losses in waste materials (material loss),
associated processing costs, cost of disposal
of waste materials, and other costs. The
sum of these losses represents the “nega-
tive product,” while the finished product
is considered the ““positive product.” The
losses are analyzed separately to determine
the specific processes in which they occur.
Reduced losses translate into a lower envi-
ronmental burden and cost savings.

From 2001, Canon began collaborating
in research on material flow cost account-
ing with the Japan Environmental Manage-
ment Association for Industry (JEMAI).
Since then, material flow cost accounting
and initiatives to reduce the ‘“negative
product’ have been being promoted across
the Group. At the same time, we are striv-
ing to apply the method upstream and
downstream in our industrial relationships.

JEMAI URL: www.jemai.or.jp/english/index.cfm

Topics Material Flow Cost Accounting at Canon Chemicals

Material flow cost accounting is being
introduced throughout the Canon Group.
Canon Chemicals began implementing the
system at all its workplaces from 2004 in
tandem with workplace-oriented environ-
mental assurance activities. This approach
has provided an accurate profile of the
materials and funds lost and the processes
in which losses occur. Using the informa-
tion gained, employees working in small
groups reduced the levels of generated
waste by remarkable margins.

In 2004, the resource efficiency improve-
ment activities developed under the
accounting system led to an 1,800-ton
reduction in the amount of waste dis-
charge (40% decline), and a savings of
about 120 million yen in the amount of
materials used (materials purchased) due to
a large decrease in waste disposal costs
and reductions in the loss. The resulting

improvement in capacity utilization rate has
also led to higher production, lower capital
spending, and other derivative benefits.

® Implementation of Canon Chemicals’ Resource Efficiency Improvement Activities

Analysis and understanding of
current conditions
Material flow cost accounting

¥

P: Workplace goals and execution plan
Workplace manager’s leadership,
fulfillment of promises

——

Maximization of

\ 4
D: Execution of plan

o Palliz iy e o syl Resource Efficiency €— Participation by all employees

organization
A

e

C2: Reform progress report

at regular meetings

(Reducing loss)

\— Delivered to top management ¢q——

in small groups

"\

C1: Analysis and understanding
of conditions
Material flow cost accounting
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Environmentally
Conscious Management

Environmental Education and Environmental Business

Leveraging Know-How for Education and Expansion

Environmental Education for
Employees

Since 1989, Canon has promoted practical
environmental education that teaches all
employees the importance of environmen-
tal conservation and encourages them to
integrate that thinking into their daily lives.
The education is centered around two basic
programs: awareness activities and struc-
tured education. Our awareness activities
consist mainly of internal corporate publica-
tions and other media, while structured
education focuses on self-enlightenment
courses as well as specialist education. In
2004, we introduced new course offerings
by creating an Environmental Education
Fundamentals Course and having employ-
ees self-administer a Canon Ecology Person
Diagnosis course, both of which are avail-
able to employees through the company’s
intranet.

Self-Enlightenment Education

Employees receive self-enlightenment edu-
cation at each stage of their careers. The
goal is for employees to acquire a strong
basic knowledge and understanding of
Canon’s environmental initiatives, includ-
ing our environmental assurance system
and related activities, the basics of environ-
mentally conscious management and its
daily implementation, green procurement

, and other subjects.

Specialist Education

Specialist training is provided to employees
tasked with promoting environmental
assurance activities at each operational site
and workplace. The training focuses on
courses to develop environmental assur-
ance staff and environmental auditors,
product environmental seminars to pro-

® Employees Receiving Environmental
Training
Japan M Americas

M Europe [ Asia (excluding Japan)

36,727

(people)
40,000

36,000
32,000
28,000
24,000
20,000
16,000 13,702
12000 | 10167 — | — | —
“8oo0 |~ | =
74,000
0 00 01 02 03

17,471
15,327 — — —

'04 (year)
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mote environmentally conscious designs
by the development and design staff, and
green procurement activities.

Expanding the Environmental Education
Fundamentals Course and Canon
Ecology Person Diagnosis Worldwide
Under the Canon Group comprehensive
EMS initiative (»P. 43), Canon plans to dis-
seminate the Environmental Education
Fundamentals Course and Canon Ecology
Person Diagnosis course throughout the
entire Group over the intranet by the end
of 2007. Having succeeded in introducing
the Environmental Education Fundamentals
Course at all Japanese Group companies in
2004, we plan to begin implementing the
course at Group companies outside Japan
in 2006. We are also promoting the Canon
Ecology Person Diagnosis course both in
Japan and internationally from 2005.

The Environmental Education Funda-
mentals Course spans a broad range of

Canon offers practical online environmental courses which make full use of the connectivity
of the intranet. A well-educated workforce and leading Canon technologies form the basis
for new businesses.

issues, from global environmental problems
to Canon’s specific environmental assur-
ance activities, with the aim of enabling
the execution of environmental assurance
activities with an improved understanding
and awareness of important issues both
inside and outside Canon.

The Canon Ecology Person Diagnosis
promotes a self-awareness of environmen-
tal assurance activities by posing questions
to participants about the law, ethics, and
daily environmental activities. The results
from the intranet-based program are ana-
lyzed to improve our environmental educa-
tion programs and other offerings. We are
also finding ways to expand the awareness
program outside the Group. To cite one
example, our company set up a Eco Kids
corner at the Canon booth of the Eco-
Products 2004 exhibition in Tokyo to allow
children to assess their own environmental
understanding (> P. 58).

® Canon'’s Structured Environmental Education

Self-Enlightenment Education

A 4

EMS-Related

= Environmental Education Fundamentals

Specialist Education

= Environmental assurance staff training

Course (Web-based and Group seminars) < EMS education*

= Training for new and transferred

employees*

Environmental
Auditing

Environmentally
Conscious Products

Site Management

Green Procurement

Self-Awareness

*Held at each operational site

= Canon Ecology Person Diagnosis

= Overseas appointee training
= Overseas employee training

= Basic environmental auditor training
= Environmental auditor compliance training

 Basic product environmental training
= Technical training on environmental
technology and chemical safety

= Environmental administration leader
training
= Basic analytical technician training

= Product chemical substance assurance
training for supplier evaluators

® Primary Training Programs and Results for 2004 (people)
Japan %gg’;ﬂe Total
Training for newly hired and transferred employees 825 | 17,231 | 18,056
Awareness | Training for general employees 3,568 2,199 5,767
Environmental Education Fundamentals Course (Web-based
and Group seminars) 11,763 0 | 11,763
Environmental assurance staff training 275 18 293
Training for environmental auditors (fundamental/compliance)* 336 139 475
. Basic product environmental training 20 0 20
Specialist
Education | Technical training on environmental technology and chemical safety 7 0 7
Product chemical substance assurance training for supplier
evaluators 158 152 810
Environmental administration leader training 36 0 36
Total 16,988 | 19,739 | 36,727

*In Japan, training is performed mainly by headquarters divisions. Outside Japan, training is performed by special

external organizations.




Expanding Environmental
Business

Group companies in Japan have launched
full-scale businesses providing products
and services based on the environmental
technologies and know-how developed by
the Group over the years. The scope of
these businesses ranges from environmen-
tal remediation, analyses, and assessment
technologies to environmental solutions
focusing on consulting and IT services.

Canon’s efforts to make our technolo-
gies and know-how available to all of our
clients are aiding the reduction in the envi-
ronmental burden imposed by industry
and society. We also offer solutions intended
to improve the quality of the client’s busi-
ness, reduce costs and maximize the client’s
overall value.

Environmentally Conscious
Management Consulting

Canon’s consulting services support clients
who wish to create their own EMS as a
framework for environmentally conscious
management and publish environmental
reports as communication tools. Canon
also helps clients introduce material flow
cost accounting (»P. 46), an environmen-
tal accounting tool for analyzing loss gen-
erated in production processes.

Environmentally Conscious
Management IT Service
Canon’s consulting service in environmen-
tal IT management helps clients to build
their own support systems for green pro-
curement surveys using IT networks. This
service taps Canon’s experience in ship-
ping products in compliance with the
RoHS directive

Japanese marketing subsidiary Canon
Sales Co., Inc. offers these environmental
systems and services as solutions to satisfy
the individual needs of clients.

Developing a Business with

Environmentally Conscious Technology
Soon after Japan’s Soil Contamination
Countermeasures Law took effect in Feb-
ruary 2003, the Ministry of the Environment
certified Canon as a soil and groundwater
testing organization. With this new cre-
dential, Canon launched an engineering
business for the survey and evaluation of
soil and groundwater and the execution of
remediation plans for contaminated areas.
We have also harnessed more than 15 years
of experience in environmental analysis
technology to embark on new ventures
in ultra-micro analysis and evaluation of
products to determine their environmental
consciousness, including compliance with
RoHS. Technologies to reduce the harmful-

® Canon’s Environmental Solutions Businesses (in Japan)

Environmentally Conscious Management
Consulting

1S014001 certification

EMS operation support

Paperless office management

Environmental report creation

Material flow cost accounting implementation

IT Service

Material flow cost analysis system
Document management system

Environmentally Conscious Management

Green procurement survey support system
Environmental performance management system

Maximizing

Customer
Value

1. Corporate value
enhancement
2. Product differentiation
3. Cost reduction
4. Risk avoidance

Reducing
Global
Environmental
Burden

1. Energy efficiency

2. Resource efficiency

3. Hazardous substance
reduction

Environmentally Conscious Technologies
Environmental analysis technology
=Environmental analysis of products
=Ultra-micro analysis

Canon =Soil analysis, etc.
Environmental Soil remediation technology
Equipment to render hazardous substances
less harmless

Solutions

ness of hazardous substances have led to
the development of several new environ-
mentally conscious equipment which we
plan to market.

Sales of Environmentally Conscious
Paper

With regard to supply products made
mainly of forestry resources (paper prod-
ucts), Canon procures and sells a range of
environmentally conscious paper products,
including recycled paper, ECF chlorine-free
white paper, and forestry certification
paper, all of which are primarily for use in
plain paper copiers (PPC). Procurement
standards for paper have already been
established for subsidiaries and affiliates in
Japan, and the Group is now striving to
introduce standards for paper procure-
ment in Europe, Asia, the United States
and other regions.
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Green procurement survey support system (in Japan)

An environmental analysis and testing center with
ISO/IEC17025 accreditation (Guide 25) conducts a wide
range of environmental analysis businesses.
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Environmentally
Conscious Management

Environmental Consciousness of Products (1)
Goal Management and Energy Efficiency

Minimizing the Environmental Burden Starting with Product
Development

Basic Stance on Environmental
Consciousness of Products

Product Environmental
Information System

The largest part of the environmental burden
from Canon’s business activities, whether
it be direct or indirect, comes from the
production of raw materials and parts, and
product usage (»P.14). We focus on
these two stages of business in our efforts
to lessen the environmental burden of our
products.

The burden consists mainly of the rela-
tively high power consumption of our
copying machines and other products dur-
ing use; our reliance on plastics, following
steel and aluminum, which have estab-
lished recycling systems; and our use of
chemical substances that could harm the
environment even when used in small
amounts. In consideration of the burden,
we have established three themes to guide
the development of environmentally con-
scious products: developing and installing
energy-efficient technology into products;
designing light and compact products at
the product development stage, establish-
ing a plastics recycling system, and using
recycled materials; and reducing the use of
designated chemical substances.

From 2004, we laid out 19 different
Mid-Term Environmental Goals divided
among six themes , all of which
are targeted for achievement by the end of
2005. The six themes include meeting the
standards for environmentally conscious
products; protecting the environment dur-
ing product use; management; and the
three themes mentioned in the above
paragraph. We have aligned our goals for
meeting standards for environmentally
conscious products and protecting the
environment during product use to meet
major industry regulations and standards.
The management goals were created as
product design targets to ensure the rest
of the goals reach fruition.

*1 Product assessment

The product’s burden on the environment is assessed
at the development stage, and ways of lessening
the burden are incorporated into the product design.
*2 Green parts

Parts that have a low burden on the environment.
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Canon has created a product environmen-
tal information system as a support tool
for the development of environmentally
conscious products. Digital prototypes are
evaluated from multiple perspectives by
linking design information from the 3D
computer-aided design (3D-CAD) system
(»P.9) with the Digital Mock-up Review
(DMR) system in the development stage.
Evaluation of recyclability, environmental
impact evaluations, product assessment*1,
and other simulations are performed to
find ideal methods for minimizing CO;

To minimize the environmental burden of its products, Canon conducts evaluations beginning
at the initial development stage. The company is also rapidly improving the energy efficiency
of its products.

emissions, verifying the use of green
parts*2, and optimizing assembly and dis-
assembly. Overall, this system enables a
prototype-less design process and a short-
ening of the product development period.
The implementation of this system has also
advanced our efforts to create environ-
mentally conscious designs in compliance
with environmental regulations, including
the WEEE (»P.51) and RoHS
directives.

In 2004, we completed a LCA (Life Cycle
Assessment) evaluation system. We cur-
rently promote environmental measure-
ment and evaluation activities across all
business operations.

® Product Environmental Information System

Product Planning Development/

Product Testing Quiality Assurance Production

Design
eConcept design eConsideration  eDetailed eFunction testing *Mass trial eQuality confirmation
e Design review of necessary design  eAssembly eProduction Ol
materials, etc. assessment confirmation
launch
Supplier Environmental Evaluation Information System
Product Chemical Substance Management System b
3D Design Production Management System -
Initial ‘ Second Assessment Third
Assessment DMR (whether to Assessment
(whether to (environmental commercialize * (whether to .}
develop product) system) product) confirm production)
+ ! ! !
I— Product Environmental Specification Management System L
Product
Environmental
Information
Disclosure
v : : N Type lIl Eco-Label
IT Eco-Declaration  Various Eco-Labels PMI (Eco-Leaf)

Product environmental Data for acquiring Packaging materials Parts materials data

information

these labels information

System Name

Function

Digital Mock-up Review

A mock-up is a full-sized model of a new product at the develop-
ment and design stages. A DMR is a 3D digital mock-up to verify
assembly, disassembly, usability, safety, driving mechanisms, and
other features and functions. (»P. 9)

Supplier Environmental
Evaluation Information System

This system manages the information on the environmental assur-
ance activities of our suppliers.

Product Chemical Substance
Management System

This system manages the results of Canon surveys on the chemical
content of procured parts and materials, survey data on the content
of six RoHS-restricted substances in parts and materials, analysis
results, and whether parts and materials have been accepted or
rejected for procurement, etc. The system makes it easier to choose
green parts and materials at the development and design stages.

Product Environmental
Specification Management
System

All the information from the environmental review of the prototype
and the environmental evaluation of the actual test product is used
for the product assessment. A unified Product Environmental
Specification Management System manages this product assess-
ment information together with parts and materials environmental
information, development product information and production
management information from the operational site. This system is
used both within and outside the Group as a database for product
environmental information disclosure.




Status of Meeting Standards for
Environmentally Conscious
Products

Canon develops products with the aim of
meeting the standards of the Law on
Promoting Green Purchasing™?, the Interna-
tional ENERGY STAR® Program*2 ,
Eco Mark*3, and various other standards.
In 2004, 91.4% of our products (53 of 58
office machine products) met the stan-
dards of the Law on Promoting Green
Purchasing and the same percentage qual-
ified for the International ENERGY STAR®
Program (»P. 62). The standards for both
the law and the program are based on
specifications for monochrome copying
machines, hence some of Canon’s color
copying machine products have not yet
met the standards. Overall, however, we
rank among the top office machine manu-
facturers in meeting the standards of the
law and qualification for the program. Our
level of Eco Mark certification in 2004 was
68.8% (33 of 48 products meeting stan-
dards; only copying machines and print-
ers). We are actively pursuing certification
under various Eco-Label** standards in the
countries in which we operate.

In the area of protecting the environ-
ment during product usage, some laser
beam printer models have become the first
in their product categories to clear
Germany’s Blue Angel labeling standard
for emissions of noise, VOC (volatile
organic compounds) dusts, and ozone.

*1 Law on Promoting Green Purchasing in Japan
Sets forth standards and rules by which government
organizations prioritize environmentally conscious
products when they purchase goods.

*2 International ENERGY STAR® Program

An energy conservation standard for office equip-
ment supported by the U.S. Environmental Protection
Agency. Environmental labels are approved for prod-
ucts reaching certain energy efficiency criteria.

*3 Eco Mark

An Eco-Label administered in Japan under the guide-
lines of the Japan Environment Association.

*4 Eco-Label

Used in Japan to promote the use of superior prod-
ucts that have a low burden on the environment by
indicating the impact of products on the environ-
ment in the form of a label.

Global Warming Countermeasures
and Energy Efficiency

When analyzing the total CO2 emissions of
Canon as a whole, including the indirect
burden, about 30% of the environmental
burden comes during product use. This
makes it a priority for Canon to develop
products which consume less energy. The
Mid-Term Environmental Goals to be
achieved by 2005 include three specific
targets under the category of Global Warm-
ing Prevention and Energy Conservation:
(1) Have all products qualify for Interna-
tional ENERGY STAR® Program (No. 1 in
percentage of products qualifying), (2)
Reduce energy consumption during opera-
tion and standby by 30% compared with
2000, and (3) Fully meet the standards of
Energy Conservation Law in Japan (copy-
ing machines).

We have progressed in our efforts to
provide more energy-efficient products by
tackling the issue from the development
stage. In 2004, the amount of energy con-
sumed by Canon products during the
product usage stage of the life cycle was
1.84 million tons in terms of CO, emis-
sions, representing an 18% decrease from
emissions of 2.25 million tons in the base-
line year of 2000.

Reducing Energy Consumption during
Operation and Standby

Canon is developing energy-efficient tech-
nologies and designing them into its prod-
ucts in order to meet its goal of reducing
energy consumption during operation and
standby by more than 30% compared with
2000.

Two on-demand energy-efficient technolo-
gies—on-demand fixing and IH (Induction
Heating) fixing—have been incorporated
into our copying machines, laser beam

printers, and MFDs, and we are now
expanding the application of these tech-
nologies to high-speed and color machines

To reduce the power consumption of
inkjet printers, which are mainly for per-
sonal-use, we have developed a low-power-
mode control system with an enhanced
integrated circuit to minimize device oper-
ations by driving only the control unit dur-
ing standby and power-off. Canon has
been installing this system in inkjet printers
sold from 2003

These and other measures enabled us to
meet all our energy efficiency goals for new
engines of main new products in 2004.

Fully Meeting Standards of Energy
Conservation Law for Copying
Machines

The Energy Conservation Law adopts the
standards set forth in the Law on Promoting
Green Purchasing enacted in 2001. Canon’s
copying machines marketed in 2004 fully
met the standards of the green purchasing
law (13 of 13 products). Accordingly, we
met the requirements of the Energy
Conservation Law in 2004.

® Power Consumption Reduction
Rates during Operation and
Standby for Main Office Machines
(compared with models marketed in 2000)
Power consumption during standby
W Average power consumption during operation
Copying machines/MFDs ‘ | ‘ ‘ ‘
imageRUNNER2870/ !

iR 2870 | |
imageRUNNER4570/ _
iR 4570
LBPs ‘ ‘ ‘
LBP 3700

I
|
HE
Inkjet printers !
PIXMA iP4000 (IR
N
I
1
[ | |
0 20:40 60 80 100 (%)
Target: more than 30% reduction

Image scanners
CanoScan LIDE 80

® Proprietary Energy Efficiency Technologies Used in Canon’s Office Machines

On-Demand Fixing Technology
(utilized since 1990)
Fixing film

Ceramic heater

Pressure roller
Recording medium

A ceramic heater localizes the heating to a specific area
through a fixing film during printing. Surplus energy con-
sumption is avoided and energy efficiency realized.

IH Fixing Technology
(utilized since 2002)

Fixing sleeve

Line of
magnetic force

Coil

. . Pressure roller
Recording medium

An electromagnetic induction heater generates an eddy
current when a line of magnetic force passes through its
metal coils, directly heating the fixing sleeve. Overall heat
efficiency is therefore improved, and standby heating is
unnecessary.

Environmentally conscious products URL: canon.com/environment/technology
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Environmentally
Conscious Management

Environmental Consciousness of Products (2)
Resource Efficiency and Elimination of Hazardous Substances

For a Recycling-Oriented Society

Resource Conservation

As a global corporation dedicated to a
recycling-oriented society, Canon manu-
factures products by Inverse Manufac-
turing (IM)*1. The IM methodology aims to
create a high-level business activity life
cycle system designed to improve resource
recycling from both the development and
design stages. One of Canon’s Mid-Term
Environmental Goals is to reform its entire
recycling system and introduce more envi-
ronmental initiatives in line with the 3R*2
policy of Reduce, Reuse, and Recycle, the
backbone of the IM system.

*1 Inverse Manufacturing

Inverse Manufacturing considers production not just
from the forward process of design, production,
and use, but from the “inverse” process of disposal,
reuse, and recycling.

*2 3Rs

A resource conservation policy to “Reduce,” “Reuse,”
and “Recycle.” “Recycle” covers material recycling
(reuse as raw materials) and chemical recycling (con-
verting waste into usable materials through chemical
processes). Broadly defined, ““recycle” would include
reuse and energy recovery (use of incineration heat).
“Reuse” includes not only parts reuse, but remanu-
facturing entire products. “Recovery,” for which tar-
gets are set in the WEEE directive, is defined in the
same way as the broad meaning of “recycling”
explained above.

® Global Recycling Structure

Steel, aluminum, and plastic make up a
large portion of the raw materials used for
the manufacture of Canon products. As
the recycling route for plastic has yet to be
firmly established, we continue to invest
our energy and resources into the building
of plastic recycling systems.

Forming a Recycling Structure in

Every Region

The WEEE directive (Waste Electrical and
Electronic Equipment directive) is scheduled
for implementation in the EU from August
2005. EU nations are transposing the
directive into law for local enforcement.
Canon is responding to the directive by
developing recycling schemes tailored to
every EU country.

Back in Japan, the restructuring of our
3R sites is nearly complete. Once this is
accomplished, the network in Japan will
serve as a model for the entire Group. In
Asia, we have begun to design a recycling
system for the entire region and those
for each respective country and region. In
Oceania, Canon Australia Pty. Ltd. has
started to outsource recycling processes
and the disassembly of collected machines.
In North America, meanwhile, Group com-
panies are considering the introduction of
a collection program for personal-use
products.

European Sales
Headquarters

Japan Sales Headquarters
Canon Sales Co., Inc.

Canon Europa N.V./
Canon Europe Ltd.

Inc. 90 ®

Canon Ecology Industry

U.S. Sales Headquarters

| Canon Giessen GmbH ® |

Co., Ltd. ®

Top Business Machines

Canon U.S.A,, Inc.

| Canon Bretagne S.A.S. ® |

Asian Sales Headquarters
Canon (China) Co., Ltd.

Canon Dalian Business
Machines, Inc. ®

Canon Virginia, Inc.
Custom Integrated Technology, Inc. ®
Industrial Resource Technologies, Inc. ®

Oceania Sales Headquarters
Canon Australia Pty. Ltd.

Recycling Centers ®Copying machines
®Toner cartridges
®|nk cartridges

® Collections and Recovery Rate of Products

2000 2001 2002 2003 2004 | 2004 Recovery Rate (%)
Copying machines (1,000) 119 112 144 137 142 97.7
Toner cartridges (t) 13,030 | 14,441 | 15,554 | 15,773 | 16,760 100
Ink cartridges (t) 15.1 26.0 51.0 70.0 75.0 100

*Collections of ink cartridges are for Japan only.
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The clean operation and resource efficiency of Canon’s products continue to improve through
our recycling drive, our efforts to reduce the size and weight of products, and the elimination
of hazardous substances.

Lighter, More Compact Products

By the end of 2005, Canon targets a
reduction of 15% or more in the size and
weight of its products compared with
2000. Nearly all of our new products have
already met this target. Those that have
yet to meet the goal are products with
design restrictions, products with increased
functionality that cannot be sacrificed, and
products like cameras, which have already
been made smaller and lighter.

Recyclable Designs

At the design level, Canon seeks to increase
the rate of recyclability in design (reuse,
material recycling) to 75% of product mass
and the rate of recoverability in design
(including energy recovery) to 85% of prod-
uct mass. Products undergo an assessment
(»P. 49) at the design stage to determine
their recyclability and recoverability ratios.
With the exception of cameras and a few
other product series, at the design stage
most of Canon’s products were already at
least 65% recyclable by mass and at least
75% recoverable by mass (WEEE standards
for EU countries) by the end of 2004.

Recycling Collected Products

Our goal is to recover 90% or more (by
mass) of collected products by the end of
2005. In 2004 we surpassed our recycling
targets, recovering 100% of ink and toner
cartridges (including energy recovery) and
97.7% of collected copying machines,
including machines processed by outside
contractors. In 2005, we began participating
in the Bellmark campaign in Japan through
cartridge collections to complement our
cartridge collection program (»P. 58).
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Reused Parts and Recycled Plastics
Canon has been remanufacturing*! copy-
ing machines on a global scale since 1992.
In 1999 we began parts reuse activities.
Canon’s Toner Cartridge Collection and
Recycling Program started globally in
1990. The collected cartridges are sepa-
rated by model to determine which parts
are reusable, recyclable, or recoverable

. In 2002, Canon Ecology Industry
Inc. in Japan introduced an automated
toner cartridge recycling plant—the first of
its kind in the industry.

We have developed special methods for
recycling plastics from collected products.
Paper supply cassettes from copying
machines are collected (HIPS material), pre-
processed in Japan for washing and removal
of foreign substances, and shipped to a
local plastic producer in Thailand for pro-
cessing into m-PPE (modified polyphenylene
ether resin). The recycled plastic yielded
meets the same quality and safety stan-
dards as virgin plastic. The material is used
to manufacture the power supply casings
in inkjet printers.

Through initiatives like these, nearly all
Canon products incorporate reused resources
(reused parts) or recycled resources (recy-
cled plastics). In 2004, as much as 4,409
tons of reused and recycled plastic was
incorporated into products.

*1 Remanufacturing

In remanufacturing, collected products are disas-
sembled, reusable and worn parts are separated,
parts are replaced, and the machines are cleaned to
create final products that meet the same quality
standards as new products.

Automated toner cartridge recycling plant
(Canon Ecology Industry)

Elimination of Hazardous
Substances

In developing, designing, and producing
products, we aim to eliminate the use of
all hazardous chemicals with the potential
to burden the environment after products
are discarded. This goal applies not only to
the six substances covered by EU’s RoOHS
directive , but also halogenated
flame retardants, substances which gener-
ate dioxins during incineration. Four specific
targets for these substances are included
among the New Mid-Term Environmental
Goals . In 2004, we also estab-
lished an Eco Materials Technology Liaison
Committee for the purpose of developing
alternative technologies and materials.
Three sub-committees on bioplastics, chas-
sis*2 (plastic) materials, and PWB (printed
wiring boards) are overseeing this initiative.

Approach to RoHS
Canon has established a Group-wide Product
Chemical Substance Assurance System
which covers chemical substance
management by suppliers, surveys on parts
and materials to verify whether they con-
tain substances that impact the environ-
ment, an internal database, and other
management components. We have intro-
duced measures to modify production
processes and find alternatives to parts and
materials which prove to be non-RoHS-
compliant. In principle, all of our new prod-
ucts commercialized from 2005 will be
RoHS-compliant

® Recycling Process for Plastic Materials
(Example for HIPS plastic)

Canon
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Unifying Chassis Materials and
Reducing the Types of Plastics Used
Halogen-Free Chasses

The standardization of plastics and reduc-
tion of the use of exterior casing plastics
incorporating halogenated flame retar-
dants are important initiatives at Canon. In
2004, the Group managed to reduce the
number of grades of plastic it procured by
18% compared with 2003. In addition,
97.8% of our plastic chassis materials were
free of halogenated flame retardants.

Pursuing Halogen-Free Printed Circuits
Boards

The plastics used in printed wiring boards
conventionally contain halogenated flame
retardants. In 2004, for its laser beam
printer circuit boards, Canon fully switched
over to the single-sided paper phenol cir-
cuit board, an environmentally friendly
component free of halogenated flame
retardants. This new circuit board was also
adopted for one model of copying machine.
Similarly, glass epoxy laminated circuit
boards have been adopted as the main
boards in five models of digital video cam-
corder.

*2 Chassis
The outer cover of a product or component

©® Amount of Reused and Recycled
Materials Used
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Environmentally
Conscious Management

Environmental Activities at Operational Sites (1)
Energy Conservation and Resource Conservation

Reducing the Direct Environmental Burden at Operational Sites

Global Warming Countermeasures
and Energy Conservation Activities

Canon has set targets for the reduction of
greenhouse gas emissions (converted to
COy) for its operational sites: reduce CO;
emissions per unit of sales by 5% for 2005
and by 25% for 2010, in comparison with
the 2000 level. We are aiming to meet
these targets through initiatives at the
Group level and at the manufacturing level
among Japanese manufacturing sub-
sidiaries and affiliates, which are directly
affected by Japan’s response to the Kyoto
Protocol. Specifically, Canon is seeking to
reform its organizational structure, improve

® Reducing CO; Emissions Per Unit of

Sales
W Greenhouse gas emissions
@Emissions per unit of sales (2000 = 100)
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production processes, install highly effi-

cient equipment, and construct energy-

efficient facilities, among other initiatives
(»P. 62).

New Policies from Global Warming
Prevention Strategy Working Group
The Global Warming Prevention Strategy
Working Group has been established under
the Global Environment Expert Committee
(»P. 43) to consider strategies to achieve
the Mid-Term Environmental Goals and
other countermeasures against global warm-
ing across the Group. We have traditionally
managed energy conservation and global
warming prevention activities at the opera-
tional site level, and the new structure
reinforces the management at the product
group operation level.

Specific targets for energy conservation
include the reduction of the size of existing
buildings and facilities by 5% (on a floor-
area basis), and the improvement of the
efficiency of buildings and facilities newly
added through business expansion and
structural reform by 30% in comparison
with existing buildings and facilities.

Cogeneration Systems

A cogeneration system supplies both self-
generated electricity and heat (steam, etc.)
at the same time. The Canon Group has
adopted different cogeneration systems
meeting the specific energy requirements

Canon continues to reduce the environmental burden of its sites through organizational and
infrastructural improvements such as the creation of a Global Warming Prevention Strategy
Working Group and the installation of new wastewater treatment facilities.

of its operational sites, such as highly effi-
cient gas engine systems and gas turbine
engines that reuse exhaust heat. Canon
Inc.’s Shimomaruko Headquarters and
Oita Canon Materials Inc. have already
introduced cogeneration systems.

In 2004, Oita Canon Materials installed
a second system, and in February 2005 the
Ilwama Site of Canon Chemicals Inc. intro-
duced its first. The combined use of these
systems at Canon facilities is realizing an
annual energy conservation effect equiva-
lent to a 21,000-ton reduction in CO;
emissions compared to the previous meth-
ods, saving an amount of energy consump-
tion equivalent to the average annual use
by one operational site in Japan.

External view of cogeneration system
(Canon Chemicals, lwama Site)

Topics Conserving Energy with NAS Batteries

The Hiratsuka Development Center and
Yako Development Center have introduced
new electric power storage batteries (NAS
batteries*) which reduce the amount of
energy purchased by efficiently using
power stored at night. The NAS batteries
supplement the centers’ turbo refrigera-
tion equipment.

NAS batteries store electric power at
night, when less fossil fuel is used for power
generation, and use the power during the
day. This method contributes significantly
to preventing global warming. Compared
with the conventional combustion systems
(diesel engine generators, etc.), the use of
NAS systems cuts CO, emissions by about
15%, restrains energy usage and reduces
electric power costs by more than 10%,
among other beneficial effects.

Canon Sustainability Report 2005

*NAS batteries

The NAS battery comprises sodium (Na) at the nega-
tive electrode and sulfur (S) at the positive elec-
trode, with beta alumina ceramics used as the
electrolyte layer material.

® Merits of NAS Battery
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Resource Conservation Activities

The end goal in resource conservation at
operational sites is to use resources effi-
ciently without waste. We have embarked
on initiatives like prototype-less design
(»P. 9) and material flow cost accounting
(PP.46) in a major shift from focusing
exclusively on waste reduction to a broader
range of activities directed to raising man-
agement efficiency across the Group.
Canon’s Mid-Term Environmental Goals
target a 25% reduction of total waste gener-
ation below the 2000 level by 2005. Our pol-
icy of increasing the internal recycling rate
by 40% over the same time frame furthers
our progress towards this target (> P. 62).

Reducing Total Waste Generation

In 1990, the Canon Group generated some
35,000 tons of landfill waste in Japan
alone. By 2004 this figure was reduced to
only 1,809 tons around the world. Our 3R
policy (»P.51) and an uncompromising
emphasis on waste reduction, separated
collection, and recycling have been suc-
cessful in bringing about the intended
effects. By the end of 2003, the main
operational sites in Japan were generating
zero landfill waste*. Our next step is to
achieve the same in operational sites out-
side of Japan. In addition, we have taken
strict measures to reduce the total amount
of waste generation*2,

*1 Zero landfill waste

All waste materials generated from operational sites
are 100% recoverable. Zero landfill waste would
not be achieved if even small amounts of landfill
waste remained after intermediate processing. This
definition excludes, however, waste materials for
which Canon cannot independently determine a
recycling route due to administrative guidance.

® Reducing Waste Generation
W Total amount of waste generation
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Raising the Internal Recycling Rate
Canon implements internal recycling as a
way to recycle resources, mainly through
repurchasing materials that have been
recycled for reuse as raw materials or for
other purposes. As part of this effort, we
are working with contractors to build a
model for recycling covering the system of
material transfer and collection, materials
and parts recycling, and other dimensions.
Each site is sharing information on internal
recycling over our intranet to encourage
use of the system.

The rate of internal recycling in 2004
soared 556% over the level of 2000, while
the total amount of waste generated from
virgin materials decreased by 20% over
the same period.

® Example of Internal Recycling
(Canon Dalian Business Machines, Inc.)

Drum production | Generation of

process at waste solvents
Canon Dalian
MeOH/MP/Anon* Generation of
high viscosity

Solvent recycling |\Waste solvents

equipment
External recycling
contractor

*MeOH: Methanol
MP:  Methoxypropanol
Anon: Cyclohexanone

*2 Total amount of waste generation

Total amount of landfill waste, recyclable waste,
reusable commodities, and weight-reduced materi-
als. Excludes amount of waste reused through inter-
nal recycling.

Closed Wastewater Processing System
Introduced

In April 2005, the Oita Plant of Oita Canon
Inc. completed a closed wastewater pro-
cessing system utilizing activated carbon
absorption and ion exchange. The simplified
recycling system separates lens production
wastewater into washing wastewater and
lens grinding wastewater, maintaining a
high level of water quality that is expected
to save the plant about 38 million yen a
year when compared to the use of tap
water.

A condenser processes the lens grinding
wastewater into distilled water and con-
densed water. After undergoing biological
treatment, the distilled water is processed
through the closed discharge system along
with the washing wastewater. Drying
machines dry the condensed water into
fine particles, which helps to lessen the
amount of waste material.

3 Nine Operational Sites Outside Japan Realize
Topics Zero Landfill Waste

Canon achieved zero landfill waste gener-
ation at all 38 of its operational sites
including manufacturing subsidiaries and
affiliates in Japan by 2003. Over the course
of the following year, we went further by
eliminating landfill waste at nine of all 15
operational sites outside Japan in the
Americas, Europe, China, Thailand, and
other regions.

Our next step in resource conservation
will be to introduce material flow cost
accounting and thorough waste separa-
tion to generate commodities. These activ-
ities will be rolled out at sites around the
world to support Canon’s efforts to elimi-
nate landfill waste at all operational sites
outside Japan.

Zero landfill waste achieved at Canon Zhuhai, Inc.

Canon Sustainability Report 2005

Ajjeyuswiuoaiaug

fa)
o
=
2
@,
o
c
&
<
Q
>
Q
Q
]
=5
o
3
~+




Environmentally
Conscious Management

Environmental Activities at Operational Sites (2)
Elimination of Hazardous Substances and Eco Logistics Activities

Considering the Environment in Production and Logistics

Elimination of Hazardous
Substances

Canon’s basic policy on the elimination of
hazardous substances is to use substitutes
when substitutes are available, and when
technical challenges or quality issues make
this difficult, the discharge of hazardous
substances into the environment should be
reduced to the maximum extent. We have
implemented measures to reduce use of
these substances by classifying the approx-
imately 2,000 hazardous substances we
manage into three management ranks: A,
Eliminate use; B, Reduce use; and C,
Restrain discharge. We have succeeded in
either eliminating or reducing the espe-
cially harmful types (Ranks A and B)—the
ozone-depleting chlorofluorocarbons, the
PFCs and HFCs responsible for global
warming , and the designated
chlorinated organic solvents suspected of
causing cancer (»P. 63).

In 2004, to bolster our efforts to restrain
discharges, we set out to reduce haz-
ardous substance discharges in 2005 by
50% compared to the 2000 levels, and we
have already cleared that target with a
result of 53%. The goal of reducing dis-
charges of PRTR Law* designated sub-
stances in 2005 by 60% compared to the

2000 levels was also surpassed with a
result of a 75% reduction. Cross-opera-
tional site meetings are convened regularly
to improve processes and review working
methods, as well as to set policies aimed at
raising environmental awareness among
employees. These dedicated efforts remark-
ably improved Canon’s performance in
eliminating hazardous substances.

With the help of dedicated evaluation
software, we have also begun to scientifi-
cally evaluate the environmental risk around
operational sites based on the known
harmful effects and amounts of chemical

® Reducing Hazardous Substances
Discharges
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Canon’s operational sites are making progress in reducing the use of chemical substances.
Recent logistical advances have included the introduction of new shipping methods to cut
CO; emissions and innovative packaging materials to conserve resources.

substances discharged. We plan to carry
out future chemical substance policies based
on the results of these evaluations.

Effect on Atmosphere and
Hydrosphere

Canon has developed accurate data, intro-
duced new equipment, and taken other
measures (»P. 64) to reduce the environ-
mental burden of NOx (nitrogen oxide)
and SOx (sulfuric oxide), major causes of
air pollution and acid rain; BOD (biochemi-
cal oxygen demand) and COD (chemical
oxygen demand), indices of environmental
burden on the hydrosphere; and phospho-
rous and nitrogen, which place a direct
environmental burden on the hydrosphere.

PCB Waste Management

Canon conducts strict management of PCB
(poly chlorinated biphenyl) in compliance
with related laws. At Canon there are 105
condensers and transformers and approxi-
mately 1,400 fluorescent tube stabilization
devices that are currently being stored as
PCB waste. These will be processed as soon
as a proper method is established.

*PRTR Law

The Pollutant Release and Transfer Register Law
requires the recording and public disclosure of the
amount of chemical substances released into the
environment and transferred as waste.

Topics Remediation Status of Soil and Groundwater at Contaminated Sites

Canon has been voluntarily surveying the
quality of soil and groundwater for the
conservation of the environment since the
1980s. If any item fails to meet environmen-
tal standards, we take quick action to find
the source of the problem and the effects
on the environment. The work to resolve
environmental issues is performed in close
collaboration with government bodies.

Amidst large-scale rebuilding and reloca-
tion activities in 2004, we took the oppor-
tunity to survey eight operational sites
where buildings formerly made it difficult
to analyze the soil. In analyses carried out in
accordance with Japan’s Soil Contamina-
tion Countermeasures Law and our internal
rules, substance levels exceeded the stan-
dards at two sites, Nisca Corporation’s
Shikishima Plant and Canon Precision Inc.’s
Tokyo office. We are now addressing the
situation by taking appropriate measures
in close cooperation with government
bodies.

Canon Sustainability Report 2005

Further, the Canon Group has already
eliminated the use of chlorinated organic
compounds (»P. 63).

® Status at Operational Sites in Japan
Groundwater

Report to . _—
G e Main Pollutants Remediation Measures
Pumping, aeration, and charcoal
Toride 1998 Trichloroethylene absorption (in-situ soil flushing at
groundwater table)
Fukushima 1990 Trichloroethylene Completed (2004)
Pumping, aeration, and
Kanuma 1990 Tetrachloroethylene charcoal absorption
Iwai 2002 1,1-dichloroethylene Pumping, aeration, and
charcoal absorption
Canon Precision Inc., 2004 Cis-1, 2-dichloroethylene Chemical feed (planned)
Tokyo office
Soil
IR o Main Pollutants Remediation Measures
Government
; - Soil excavation and substance
Shimomaruko November 2003 Trichloroethylene elimination
i1 odi Soil excavation and substance
Meguro December 2003 | Cis-1, 2-dichloroethylene elimination (planned)
Nisca Shikijima June 2004 Trichloroethylene Completed (2004)
Canon Precision Inc., T Soil excavation and substance
Tokyo office October 2004 | Cis-1, 2-dichloroethylene elimination (planned)




Eco Logistics Activities

Canon has been operating its Environmental
Logistics Sub-Committee since 2002 in
order to meet the goal of reducing logis-
tics-related CO, emissions per unit of sales
by 20% by the end of 2006 compared with
2000. The Environmental Logistics Working
Group, which succeeded the Environmental
Logistics Sub-Committee in 2003, oversees
separate sub-working groups handling the
functions of parts procurement logistics,
production site logistics, product artery
logistics, customer sales logistics, and pack-
aging. These sub-working groups have been
working to achieve their CO, emissions
goals through modal shifts, improvements
in loading efficiency, and other measures
. In 2004, the total amount of
logistics-related CO, emissions in Japan
was about 33,000 tons, representing a
16% decline from 2000 per unit of sales.
We have begun to promote our logistics
initiatives outside Japan as well. From 2003
we were able to determine the amount of
CO. emissions generated in international
shipping and shipping within regions out-
side Japan (production and sales sites) in
the logistics process, allowing us to create
an emissions data collection system for the
entire Group. From 2004 we set the goal of
reducing CO, emissions per unit of sales by
3-4% per year—the current pace of reduc-
tion in Japan—in every region outside
Japan, and specific means to achieve this
are now being promoted.
Though the total CO, emissions related
to international shipping and shipping

® Reducing Logistics-Related CO;
Emissions

M CO; emissions in Japan
@ CO; emissions per unit of sales (2000 =100)
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between regions outside Japan increased
to about 760,000 tons in 2004, we expect
to see clear reductions starting from the
second half of fiscal 2004 as specific mea-
sures begin to take effect (> P. 64).

Introducing Milk Runs for Parts
Shipment

Canon organized a joint logistics program
in Japan for parts procurement with sup-
pliers in 1998.

Outside Japan, Canon Zhuhai, Inc. has
adopted a milk run logistics system in
which its trucks run a circuit among sup-
plier plants to load up parts. These milk
runs are now used to collect nearly all of
the parts Canon Zhuhai procures from
suppliers within a 150 km radius of its
main plant, the exceptions being core
parts imported from Japan and a small
percentage of locally procured parts. Each
day, 40 trucks make milk runs along 27
different routes in the area covering a total
of 130 suppliers. The system directly reduces
the logistics cost and parts inventories, as
well as environmental burden.

More specifically, the milk run system
has shortened the logistics distance trav-
eled by 9,000 km per day compared to the
distance required for separate supply runs
for each supplier. The reduction in CO;
emissions totals around 1,700 tons a year.

Environmentally Conscious Management
Survey of Transportation Companies

Canon began conducting surveys of the
environmental consciousness of trans-
portation companies in 2003 following the
introduction of a green procurement sys-

tem for suppliers . Transportation
companies with a high level of environmen-
tal consciousness are taking the initiative
to obtain green management certification
and other third-party recognition of their
operations.

Environmental Features of Toner
Cartridge Packaging

Canon is developing environmentally con-
scious packaging materials as part of its
aim to reduce the environmental burden
from product logistics. In 2003, we intro-
duced a new packaging material for toner
cartridges in which air is injected into the
package to act as a shock absorber. By
combining the conventional protective
plastic bag and shock-absorbing material
into a single package, the number of pack-
aging parts was reduced from three to
one. The use of air pressure has also mini-
mized the size of the package while main-
taining the same absorbent function. This
improves the shipping efficiency, which in
turn leads to high energy efficiency.

New packaging material for toner cartridges

Topics Modal Shift Promotion Leads to Eco Rail Mark Certification

Canon became one of the first companies
to receive Eco Rail Mark certification in
recognition of its promotion of modal shift.
Japan’s Ministry of Land, Infrastructure, and
Transport began the certification system in
April 2005 as a global warming prevention
initiative, approving certification to compa-
nies that rail-ship 15% or more of prod-
ucts transported over 500 km by ground in
Japan, or 30% in the case of specially des-
ignated goods. Canon has raised the per-
centage of ground-shipped goods (over
500 km) meeting this requirement to more
than 20%.

We now plan to leverage the Eco Rail
Mark certification to further promote modal

shift by raising awareness inside and out-
side the company of activities to reduce
logistics-related environmental burden.
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Environmentally
Conscious Management

Environmental Communication

Two-Way Communication with Stakeholders on
the Environment

Basic Concept behind
Environmental Communication

Environmental conservation is not some-
thing that just one company can talk about
on its own. A company and its stakeholders
must pursue sustainability collaboratively
based on a mutual understanding.

In communicating with stakeholders, a
major underlying goal is to publicly dis-
close accurate information in order to
provide a foundation for communications
activities that go beyond what simply lies
in the respective interests of the company
and the stakeholders. Mutually construc-
tive communication, and with it account-
ability, can be established by fulfilling the
responsibility to disclose information to a
diverse group of stakeholders. At Canon,
we take advantage of various opportuni-
ties for communication and use various
media to explain our environmental initia-
tives to stakeholders both inside and out-
side the company.

Environmental Public Relations

Environmental and Sustainability
Reports

Canon began publishing an environmental
report in 1994 under the title Ecology. Later,
from 1999 to 2002, we published a yearly
Environmental Report, and since 2003 we
have been publishing the more comprehen-
sive Sustainability Report to high praise from
independent organizations. For the period
between 2004 and May 2005, Canon was
among the Best 100 in the international
Global Reporters ranking of sustainability
reports. In Japan, the Sustainability Report
has been conferred the Outstanding Envi-
ronmental Report Award at the Environment
Communication Awards, an Excellence
Award at the Sustainability Report Awards,
and other honors.

Sustainability and environmental reports published by
Group companies

Social contributions URL: canon.com/scsa

Canon Sustainability Report 2005

Since 2001, Canon (Schweiz) has been
one of a number of Group companies to
publish its own environmental report. The
company was conferred an excellence award
by the Swiss Association for Environmentally
Conscious Management in 2001 and 2003.

Canon Electronics Inc. and Canon (UK)
Ltd. both published their first reports in
2004.

Website Information

Canon offers the latest environment-related
information and sustainability reports on
our website. Material Safety Data Sheets
are also posted on the website to support
the safe and proper use of our chemical
products.

Environmental Advertising

Canon has been running environment-
related advertisements in Japanese news-
papers and magazines continuously since
1995 to inform as many people as possible
about its environmental efforts.

A Japanese magazine advertisement tar-
geting the business community in 2004
provided a broad overview of our environ-
mental initiatives. Other advertisements in
general interest publications publicized the
resource efficiency of Canon digital cameras.
We also teamed up with the editors of
SOTOKOTO magazine to publish SOTOKOTO
Kids! An Eco Guidebook, which is designed
to nurture an environmental mindset in
children and their parents.

& 8

Environmental advertisement in Japan

Canon
HuroREELoLLBRTERN. i | ki t? i
BrADEARAE (i A, 27 0T

Advertisement on digital camera resource conservation
in Japan

Canon encourages environmental communication with stakeholders through cartridge
collections, exhibitions, and various other activities and events.

Canon has also run advertisements in
various forms internationally, including an
advertisement explaining the overriding
indication Factor 2 as the Vision for 2010
in a special feature on the environment in
Forbes magazine.

In a sustainable sociely, everybody benefils.

@B imesmnmm——

Advertisement in international business magazine Forbes

Environmental Exhibits at Worksites
Environmental exhibits are on display at
the Shimomaruko Headquarters, Ami and
Toride Plants, Fukushima Canon and Oita
Canon Materials. Canon’s environmental
conservation initiatives are introduced
through exhibits of various environmental
technologies and products, along with
videos like Canon Ecology and other types
of media.

Environmental exhibit corner at Canon Gallery
(Shimomaruko Headquarters)



Environmental Expos

Canon has a strong presence at various
environmental expositions around the
world. Our exhibitions provide us with the
opportunity to promote the importance of
environmental conservation and inform
the public of our measures to develop
environmentally conscious technology and
products.

Eco-Products 2004 (Japan)

® Main exhibitions attended by
Canon between January 2004 and
March 2005

Japan:

* Enviro Shiga 2004 (International Environ-
mental Business Exhibition held at Lake Biwa)
(Nagahama)

« Eco-Products 2004 (Tokyo)

« ENEX2005 (Tokyo/Osaka)

Americas:

= 2004 International Consumer Electronics Show
(CES) (Las Vegas, U.S.A)

Europe:

* Canon Concerto 2004 (Frankfurt, Germany;
Stockholm, Sweden; Milan, Italy; London, U.K.)

Asia (excluding Japan):

« Canon Asia Expo 2004 (Shanghai, China)

« Eco-Products International Fair 2004 in Malaysia
(Kuala Lumpur, Malaysia)

Environmental Education for
Youths

Canon believes that learning about the
environment should be fun and interactive.
We organize and support various environ-
mental education events for children.

Environmental Education Events
The Shimomaruko Headquarters has teamed
with Tokyo’s Ohta Ward and the Environ-
mental Study Group, an NPO, to hold an
annual Canon Eco-Festival. This annual event
provides an interactive space for children
to learn about the environment through
games, crafts, and hands-on experience.
Canon U.S.A., meanwhile, supports the
Canon Envirothon, North America’s largest
high school environmental science compe-
tition.

Eco Kids Diagnosis

In the Canon booth at the Eco-Products
2004 in Tokyo, an Eco Kids corner offered
youths a chance to test their understand-
ing of the environment through a com-
puter-based Eco Kids Diagnosis quiz.

Environment Lessons at Elementary,
Middle Schools

Employees of Oita Canon Materials began
an environmental education program
directed at some 2,000 students at nine
local elementary and middle schools. Envi-
ronmental classes feature quizzes and exper-
iments, along with field trips to Canon
plants to get hands-on education.

Topics Participating in Bellmark Campaign through
Cartridge Collections (Japan)

Canon first began participating in the
Bellmark Foundation’s Bellmark Campaign™
in April 2005 through its effort to collect
used cartridges for printers and other
machines (»P.51). Our participation is
intended to increase the number of car-
tridges collected for recycling and con-
tribute to both environmental protection
and environmental education for children
by helping them to understand the impor-
tance of recycling.

*Bellmark Campaign

A campaign to promote educational activities and assist educa-

tional facilities inside and outside Japan. Begun in 1960, the
campaign is supported by schools, households, and companies.

Canon Envirothon (Canon U.S.A., Inc.)

b

Environmental lesson at a local school
(Oita Canon Materials)

Canon Sustainability Report 2005
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Economic and Social Data/
Environmentally Conscious Management Data

Performance Data/
Third-Party Opinion

Economic Performance

Consolidated Net Sales by Product (2000-2004)
1 Office imaging products B Computer peripherals

Key Performance Indices

M Business information products M Cameras M Optical and other products

IWEPS (basic) M Per share dividend @®ROE ®ROA

(¥ million) 3,467,853 (¥ 2878 (%)
3,500,000 400 :© 20
2,907,573 2,940,128
3,000,000 5 596,420
2,500,000 - 800 15
2,000,000 L
200 10
1,500,000 1 9
1,000,000 0% z
500,000 I
0 '00 0 '00 01 02 '03 '04 (year) 0

Sales by Region

Credit Rating

(as of May 31, 2005)

WJapan WAmericas MEurope M Other Long-Term Credit | Short-Term Credit
(¥ million) 3,467,853 Rating Rating
3,500,000 3,198,072 l Standard & Poor’s AA A-1+
3,000,000 ZowTSTs 2O l Moody's haz -
T 2,696,420 - - Rating and Investment Information AA+ —_
2,500,000 .37 1 5
I Percent of Production Performed Outside Japan
2,000,000 ©Production percentage outside Japan @ Percent of production in Asia
(%)
1 6 42% 42%
1,000,000 ‘8 0
40 35%
—Ses il -
0 00 01 02 0 04 (year) % /31%
24%
20 &
19%
10
0 00 ‘01 02 ‘03 ’04 (year)
Other Financial Data (consolidated)
2000 2001 2002 2003 2004
Net Sales (¥ million) 2,696,420 2,907,573 2,940,128 3,198,072 3,467,853
Income Taxes (¥ million) 87,197 115,154 134,703 162,653 194,014
Net Income (¥ million) 134,088 167,561 190,737 275,730 343,344
Total Assets (¥ million) 2,832,125 2,844,756 2,942,706 3,182,148 3,587,021
Interest-Bearing Debt (¥ million) 391,613 295,630 148,103 98,396 38,530
Retained Earnings & Legal Reserve (¥ million) 888,761 1,036,178 1,203,248 1,450,440 1,740,834
Stockholders’ Equity (¥ million) 1,298,914 1,458,476 1,591,950 1,865,545 2,209,896
Capital Expenditure (¥ million) 170,986 207,674 198,702 210,038 318,730
R&D Expenditures (¥ million) 194,552 218,616 233,669 259,140 275,300
Dividends Paid (¥ million) 14,820 20,144 23,663 28,538 52,950
Investment Gains/Losses (¥ million) A 3,590 A 1,141 2,410 4,657 4,362
Free Cash Flow (¥ million) 133,812 113,160 218,730 265,701 308,562
Year-End Share Price (¥) 4,000 4,510 4,470 4,990 5,530
Shares Issued & Outstanding at Year End (thousands) 875,627 876,212 879,136 881,339 887,977
Year-End Market Capitalization (¥ million) 3,502,508 3,951,718 3,929,739 4,397,880 4,910,514

Financial data URL: canon.com/ir
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Social Performance/ISO14001 Certification

2004 Labor Accidents (worldwide)

(individual accidents)

Accidents Requiring Accidents Not Total

Time Off*! Requiring Time Off*?
Japan 12 122 134
Americas 0 3 3
Europe 25 10 35
Asia (excluding Japan) 36 126 162
Total 73 261 334

Figures tabulated according to the following Japanese standards:
*1 Cases in which a doctor orders a break from work to treat an injury, etc.
*2 Cases in which a doctor does not order a break from work to treat an injury, etc.

Primary Partners in Environmental Protection Activities

2004 Social Contribution Expenditures (Canon Inc.)

¥ 4.7 billion (equivalent to 1.2% of ordinary profit)

1SO14001 Certified Sites and Subsidiaries

Site/Subsidiary*

| Certification Date

Japan
Ami Plant February 1995
Ueno Canon Materials Inc. February 1995
Toride Plant May 1995
Fukushima Canon Inc. September 1995
Canon Precision Inc. Ishiwatari/Kitawatoku Plants September 1995
Canon Electronics Inc. Misato Plant October 1995

Partners in Government,
Business, and Academia

Commissions and Study Groups

Japan’s Ministry of
the Environment

Investigative Committee on the Application of
Environmental Accounting, Committee on
Revisions to Environmental Reporting Guidelines,
Corporate Study Group on Emissions Trading of
Greenhouse Gases

GRI (Global Reporting Initiative)

Organizational Stakeholder (OS)

Asian Productivity Organization

Green Productivity Consultative Committee

Japan’s Environmental
Management Association for
Industry

Eco-Products Organizing Committee, Eco-Leaf
Environmental Label Management Committee,
New Pj Planning Committee on LCA Method
Application, Working Group 1 for Considering
Methods to Decide Environmentally Conscious
Capital Investment

Japan Electronics and Information
Technology Industries Association

General Committee on Environment and Product
Safety, IT Products Environmental Project
Committee, International Energy Star Committee,
Japan Green Procurement Survey Standardization
Initiative, Printer Working Group

Japan Business Machine and
Information System Industries
Association

Policy Committee, Environmental Committee,
Environmental Technology Expert Subcommittee,
Environmental Issues Coordination Working Group

Canon Finetech Inc. Headquarters, Ibaraki Plant

November 1995

Nagahama Canon Inc.

December 1995

Utsunomiya Plant January 1996
Oita Canon Inc. January 1996
Canon Semiconductor Equipment Inc. (including Canon

Ecology Industry Inc.) duly 1996
Canon Chemicals Inc. Headquarters, Tsukuba Site July 1996

Canon Finetech Inc. Kofu Office

November 1996

Canon Finetech Inc. Fukui Office

November 1996

Canon Components, Inc.

February 1997

Miyazaki Daishin Canon Co., Ltd.

March 1997

Canon Chemicals Inc. lwama Site

April 1997

Utsunomiya Optical Products Plant

December 1997

Top Business Machines Co., Ltd.

November 1997

Canon Chemicals Inc. Ishige Site

January 1998

Tamagawa Plant

November 1998

Hiratsuka Development Center

December 1998

Japan Chemical Industry Association

Chemical Risk Research Committee

Battery Association of Japan

Secondary Battery Recycling Center Administrative
Committee

The Nikkan Kogyo Shimbun, Ltd.

Green Forum 21

United Nations University

Zero Emissions Forum

Institute of Industrial Science,
University of Tokyo

SPEEED

- - - Canon Electronics Inc. Akagi Plant June 1999
Japan Machinery Center for Trade | Committee on Trade and Environment - —
and Investment Canon Electronics Inc. Headquarters, Chichibu Plant July 1999
Nippon Keidanren International Environmental Strategy Working Group, Nisca Corporation September 1999
Council on WTO Trade and the Environment, -
Environmental Steering Group Committee, scaallgg gf?iilgss ((Z:gi :ggégggg ?nuiz;rtatm)s + branch offices, December 2000
Committee on Environment and Safety, Waste -
Working Group Ayase Office June 2001
American National Standards Institute | ISO/TC207/WG4 (Environmental Communications) Canon Optron, Inc. May 2002
Camera and Video Equipment Environmental Work Subcommittee (Administrative Americas
Industry Association Committee —
Al ) Canon Virginia, Inc. December 1997

Custom Integrated Technology, Inc.

December 1999

Europe

Canon Bretagne S.A.S.

November 1995

Canon Giessen GmbH

October 1997

Canon (Schweiz) A.G.

December 1997

Sustainable Management Forum
of Japan/SMRI

Sustainability Management Forum Rating
Committee

Nikkei Business Publications, Inc.

Steering Committee of the Nikkei BP Forum on
Environmentally Conscious Management

The Society of Non-Traditional
Technology

Eco-Material Guidelines Study Group

IEC (International Electrotechnical
Commission)

Japan representative on TC111 (Environmental
Conscious Design for Electrical and Electronic
Products and Systems)

Canon Svenska AB and Canon Centers (22 sites) April 1999

Canon Deutschland GmbH October 2003

Canon ltalia S.p.A October 2003

Canon Oy May 2004
Asia (excluding Japan)

Canon Inc., Taiwan April 1996

Canon Hi-Tech (Thailand) Ltd.

November 1996

Support for Environmental Organizations and

Canon Opto (Malaysia) Sdn. Bhd.

December 1996

the Environment

National Geographic magazine advertisement series | All

Canon Environmental Protection Programs

Geographic Area

Toner Cartridge Collection Program All

Canon National Parks Science Scholars Program

Americas

Programs Geographic Area Canon Zhuhai, Inc. March 1997
Harbor Branch Oceanographic Institution America Canon Dalian Business Machines, Inc. July 1997
Canon Envirothon (the largest high school America. Canada Canon Vietnam Co,, Ltd. October 2003
environmental science competition in North America) ’ Canon (Suzhou) Inc. December 2003
WWE Europe, Middle East, Asia, etc. Canon Engineering (Thailand) Ltd. December 2003
(over 100 countries in all) - :

Canon Zhongshan Business Machines Co., Ltd. July 2004
Yellowstone Park Foundation America Canon Hongkong Co., Ltd. December 2004
Public Broadcasting Service’s NATURE series America Oceania
UNEP International Photographic Competition on All Canon Australia Pty. Ltd. November 2002

*Company and operational site names are current as of the end of 2004.




Performance Data/ Environmentally Conscious Management Data/
Third-Party Opinion Environmental Performance Data

Environmental Accounting

Environmental Accounting Results for 2004

= Reporting scope: Main subsidiaries and affiliates (expanded from 2004 by adding data for main subsidiaries
and affiliates outside Japan to data for subsidiaries and affiliates in Japan).

 Calculations performed in accordance with the Environmental Accounting Guidelines (2005 edition) issued

by Japan’s Ministry of the Environment. (¥ billion)
Environmental Protection Costs
Category Main Implementation Investment | Expense
(1) Business Operations Costs 411 7.64
(D Pollution prevention Air, water, and soil pollution prevention, etc. 1.93 3.81
Details | (2) A Global environmental protection | Energy conservation, logistics streamlining, prevention of global warming, etc. 1.51 1.32
(3 Resource recycling Efficient resource use, waste reduction, sorting, recycling, etc. 0.67 251
2) Upstream/Downstream Costs Green procurement initiatives, product recycling?, etc. 0.02 2.14

)
)

Environmental education, environmental management system, tree planting, information

3) Management Activities Costs disclosure, environmental advertising, management personnel, etc. 0.09 4.20
(4) R&D Costs? R&D for reducing environmental burden 0.22 0.58
(5) Social Activities Costs Contributions to environmental and other organizations, sponsorships, memberships, etc. 0.03 0.16
(6) Environmental Damage Costs Soil remediation 0.09 1.33
Total 4.56 16.05
1) In connection with the recycling of used products, expenses for product collection, storage, sorting, shipment, etc.
2) Expenses for basic research of environmental technologies
Environmental Protection Effects
Environmental Protection Indices
Details of Effects Chan
ge Compared
Index Index Value o Prer Vo
Energy conservation savings (t-CO2) 38,546 —
Effects _related t_o_r_esources used Water conserved (1,000 m3) 835 12% incr.
for business activities
Effects Related to Business Resources used (steel sheets, plastic) (t) 72,724 10% incr.
Operations Costs . Reduction in atmospheric emissions (t) 99 50 8% incr.
Environmental burden and waste Reduction in discharges into water (t) 9+ 2 8% incr.
effects of business activities
Reduction in waste (t) 826 319% decr.
Effects Related to Goods/services effects calculated | Reduction in product energy consumption (t-CO2)” | 1,136,269 —
Upstream/Downstream Costs based on business activities Recovery of used products (t) & 33,292 —
Other Environmental Protection Effects | Shipping and other effects Reduction in fuel consumption (t-CO,) 70,647 10% incr.

3) Amount of atmospheric emissions of substances Canon treats as controlled substances (including PRTR substances)

4) Amounts of NOx and SOx emissions resulting from consumption of boiler fuel

5) Amount of discharges into hydrosphere of substances Canon treats as controlled substances

6) Amount of discharges into hydrosphere of BOD, COD, nitrogen, and phosphate

7) CO:z equivalent for forecasted electric energy consumption for the number of business machines with on-demand energy-efficient technologies (on-demand fixing technology, IH
fixing technology, inkjet energy-saving technology) shipped in 2004

8) Amount of recovery of copying machines, cartridges, etc. (including third-party material recycling and energy recovery)

(¥ billion)
Economic Effects of Environmental Protection
Details of Effects Monetary Value
Revenue Sales revenue from waste recycling 0.29
Energy expense reduction from energy conservation 2.05
) Expense reduction from green procurement 0.02
Cost Savings - - - -

Waste handling expense reduction from resource conservation and recycling 0.22
Expense reduction from logistics streamlining 0.02
Total 2.60

(¥ billion)

Economic Effects of Upstream/Downstream Costs

Lower Electric Energy Expense from Reduced Product Energy Consumption 9 35.8
Profits from Used Product Recycling 0.41

9) Calculated as the reduction in annual energy consumption of business machines with on-demand energy-efficient technologies (on-demand fixing technology, IH fixing technology)
and inkjet energy-saving technology x ¥ 12/kWh (economic effect for the customer)
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Environmental Performance Data

Meeting Standards for Environmentally Conscious Products

Waste Reduction Results and Goals

Law Promoting International 2005
Product Type Green Purchasing Eco Mark ENERGY STAR® Program 2000 2001 2002 2003 2004 (target)
Copying 1722 (77.3%) | 14122 (63.6%)| 17122 (77.3%) Landfill Waste (t) | 4,331| 3,779| 3,277| 2,635| 1,809 —
Machines/MFDs
Facsimile Waste Recycled (t) | 36,190 | 32,452 | 27,187 | 25,623 | 24,444 —
T 77 (100%) | — =) 717 (100%) Commodities (t) | 22,457 | 24,533 | 24,076 | 27,772 | 28,045 —
Laser Beam 33 (100%)| 313 (100%) 33 (100%) Amount Reduced (t) | 18,722 | 15,936 | 10,412 | 11,307 | 10,924 —
printers e 81,700 | 76,699 | 64,953 | 67,337 | 65,222 | 61,275
Inkjet Printers | 23/23 (100%) | 16/23 (69.6%) 23/23  (100%) Generation (t) ' ' ' ' ' '
Internally Recycled
|Smage 33 (100%) B ) 33 (100%) Waste (t) 1951 | 1564 | 1,539( 1,659 | 11,630 —
canners Internal Recycling 23 20 23 24 151 32
Total 53/58 (91.4%) | 33/48 (68.8%) 53/58 (91.4%) Rate (%) ) ) ) ) ) )

*The number of products meeting the given standard or program is indicated next to
the total number of products in the category, with the percentage of products meet-
ing the standard in parentheses.

*No Eco Mark standards for facsimile machines and image scanners have been established.

*Resource conservation definitions:

Internal recycling rate = Amount of internally recycled waste/(Total waste generation
+ Amount of internally recycled waste) x 100 (%)

Total waste generation: Amount of waste excluding internally recycled waste

Internally recycled waste: Amount of recycled waste used by Canon after externally dis-
charged waste is transferred to outside contractors, appropri-
ately processed, and returned to Canon for use.

Landfill waste: Excludes waste disposed of according to administrative guidance

Use of Water Resources and Discharge of Wastewater

Types of Materials Used ®
2000 2003 2004
Steel 243,938 199,377 265,829
Non-Ferrous Metal 30,218 25,120 35,581
Plastics 242,684 235,148 266,076
Electronic Parts 7,130 9,288 8,971
Glass 4,822 4,653 4,373
Paper 288,534 278,173 243,653
Indirect Materials 6,878 9,221 10,672

*Calculated based on weight of raw materials used for each product multiplied by the

total number of products shipped.

*Indirect materials (chemical substances) calculated based on the amount of purchases

Water Resource Usage

Wastewater Discharges

Americas [ Asia (excluding Japan) M Outside Japan MJapan
Japan M Europe
(1,000 m?)  @Per unit of sales in Japan (1990 = 100) (%)
10,000 100 100
8,000 7700 80
' 6,860
6,330 6,740 6,720
6,000 63 62

of substances Canon treats as controlled substances (about 2,000 substances).

CO; Conversion Coefficients
The conversion of electricity and fuel into CO- is based on the following methods.

Japan Electricity | Japan’s Ministry of the Environment’s emissions trading
pilot project, average nationwide figures of general
electric power companies (2000, 2001 figures);
Average nationwide basic units of electricity for fiscal
2002 from The Federation of Electric Power Companies
of Japan (2002, 2003 figures);

Data calculation for 2004 based on 2003 figures, as
2004 figures were not yet available

Fuel Fiscal 2003 default figures from Japan’s Ministry of

the Environment’s emissions trading pilot project

Outside | Electricity | Annual figures disclosed by the International Energy
Japan Agency (IEA) for each region (2004 edition)

Fuel Fiscal 2003 default figures from Japan’s Ministry of the
Environment’s emissions trading pilot project;

Figures from suppliers (from operational sites reporting
such figures)

2004 Consumption of Electricity, Gas, and
Petroleum-Based Fuel by Region

Other (steam,
Electricity | Gas |Petroleum he;{}ﬂg:{,‘;"‘air

conditioning)

MWh km3 kL M)

Japan 1,036,599 19,890 30,412 61,726,287
Americas 51,719 22 0 0
Europe 12,142 395 25 0
Asia (excluding Japan) 240,810 1,779 441 53,868,000
Total 1,341,270 | 22,086 | 30,877 | 115,594,287

4,000

59
2000 B B B I 20
’ ' 02 03

0 90 00 01 ‘04
(year)
Breakdown of Water Resource Usage in 2004
Evaporation
1.825 million m3
Water from
municipal water
systems (tap water)
2.806 million m3
Drinking, food
preparation, etc.
Well water 2.383 million m3
1.865 million m3 .
Manufacturing Wastewater/
processes recycling
Ui 2.782 million m? facility
miscellaneous uses
(industrial-use water, Facility Wastewater
wastewater for reuse) operation 5.873 million m3
3.024 million m3 2.533 million m3

4

Rainwater
0.002 million m3

Recycled volume 1.093 million m3
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Performance Data/
Third-Party Opinion

Environmental Performance Data

Substances Canon No Longer Uses Volume of Hazardous Substances Discharged ®
Name of Substance Eliminated Date Eliminated 2000 | 2001 2002 | 2003 | 2004
Ozone- ® CFCs (chlorofluorocarbons) 15 types December 1992 Hazardous Substances 629 | 460 343 338 372
Depleting ® 1,1,1-Trichloroethane October 1993 B'SChzrgedS'” ;atpan
azardous Substances
Substances @ HCFCs (hydrochlorofluorocarbons) 34 types | October 1995 Discharged outside Japan 616 376 215 201 212
Greenhouse | @ PFCs (perfluorocarbons) December 1999 Total Hazardous Substances
Gases** @ HFCs (hydrofluorocarbons) December 1999 Discharged 1,245 836 558 539 584
o Trichloroethylene December 1996 PRTR Substances Discharged
! 1 1 71
Soil @ Tetrachloro ethylene December 1996 in Japan i & ° &3 &
Contaminants | e Dichloro methane (for cleaning) December 1997 PRTR Substances Discharged 214 107 42 38 32
@ Dichloro methane (for thin film coating)*2 | October 2003 ?uttSIIdF?RJszgnb -
otal ubstances
*1 Excludes use in semiconductor production. Discharged 380 198 113 101 97

- -
2 Usage in Japan ceased as of December 2001. The above figures include only discharges into the atmosphere, soil, and hydrosphere,

in accordance with the PRTR Law. Previously, however, the amount of hazardous sub-
stances transferred into sewage systems was included in the hazardous substances dis-
charge volume.

PRTR Output for 2004 (Japan and locations outside Japan)

. Substance e Hazardous S\t;glsgfnn:e Discharge N
No. Atmospheric | Dischargesinto [ Transfers into Transfers of Transfers of
Discharges Hydrosphere | Sewage Systems Waste Recycled Materials
1 1 Water-soluble zinc compounds 0.00 0.00 0.00 0.00 0.42
2 16 2-Amino ethanol 0.06 0.00 0.00 0.00 9.21
3 25 Antimony and its compounds 0.01 0.00 0.00 0.00 0.18
4 30 Polycondensate of 4,4*-Isopropylidenediphenol 0.11 0.00 0.00 0.06 0.00
and 1-chloro-2,3-epoxy-propane
5 40 Ethylene benzene 0.18 0.00 0.00 0.00 5.81
6 43 Ethylene glycol 0.01 0.00 0.00 0.00 2.56
7 44 Ethylene glycol monoethyl ether 0.00 0.00 0.00 0.00 0.00
8 45 Ethylene glycol monomethyl ether 0.00 0.00 0.00 0.00 0.00
9 63 Xylenes 241 0.00 0.00 0.57 30.24
10 68 Chrome and trivalent chrome compounds 0.00 0.00 0.00 0.00 0.06
11 93 Chlorobenzene 41.63 0.00 0.00 0.00 362.97
12 95 Chloroform 0.04 0.00 0.00 0.00 1.97
13 96 Methyl chloride 0.00 0.00 0.00 0.00 1.87
14 101 Ethylene glycol monoethyl ether acetate 0.25 0.00 0.00 0.00 0.89
15 113 1,4-dioxane 0.30 0.00 0.00 0.00 1.84
16 139 o-dichlorobenzene 0.01 0.00 0.00 0.00 0.90
17 172 N, N-dimethylformamide 1.87 0.00 0.00 0.00 95.57
18 177 Styrene monomer 2.63 0.00 0.00 0.00 44.93
19 181 Thiourea 0.00 0.00 0.00 0.00 1.41
20 207 Water-soluble copper salts 0.00 0.00 0.00 0.00 0.04
21 224 1,3,5-Trimethylbenzene 4.52 0.00 0.00 2.60 15.52
22 227 Toluene 42.81 0.00 0.00 20.33 14.43
23 230 Lead and lead compounds 0.00 0.11 0.00 0.19 2.28
24 231 Nickel (metal) 0.00 0.00 0.01 0.00 0.24
25 232 Nickel compounds 0.00 0.00 0.01 0.00 3.35
26 260 Catechol 0.02 0.00 0.00 0.00 0.40
27 266 Phenol 0.21 0.00 0.00 0.00 0.31
28 283 Hydrogen fluoride and water-soluble hydrogen 0.11 0.00 1.76 0.00 0.99
fluoride salts
29 304 Boron and its compounds 0.00 0.00 0.00 0.00 0.26
30 308 Polyoxyl ethylene octyl phenyl ether 0.08 0.00 0.00 0.00 2.24
31 311 Manganese and its compounds 0.00 0.00 0.00 0.00 0.05
Total 97.25 0.11 1.79 23.75 600.95

*Of the 354 Class | Designated Chemical Substances, Canon used 41 substances in quantities of at least 0.1 ton a year. The PRTR discharge and quantity data above are for 31 Class
| Designated Chemical Substances of which yearly usage was at least 1 ton and there were discharges or transfers. Substances recycled into non-valuable materials are counted
under the column “Transfers of Recycled Materials.”

*There is no discharge into the soil and no landfill at operational sites.

*The figures in the above chart are rounded off to two decimal places.
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Environmental Burden on the Hydrosphere

Logistics Operations Results in 2004

BOD MCOD MPhosphorous [ Nitrogen 2004
Fuel (kL) 288,656
© 57.5
60 ) CO> (1,000t-COy) 760
Environmental NOX (ENOX)™ 1.820
Burden
50 SOX (t-50x)* 381
39.9 *With regard to emissions of NOx and SOx, since coefficients for calculating interna-
40 tional shipments and other factors have not been firmly established, and therefore we
- 32.4 have made calculations based on the coefficient for burning light oil.
30
20 Logistics-Related CO, Emissions (t-CO,)
-] 2003 2004
10 Parts procurement logistics 8,472 8,749
I Production site logistics 6,484 6,233
apan
0 ’00 01 '02 '03 ‘04 (year) s Shipping in Japan 10,880 12,449
*Calculated as overall water discharges from operational sites in Japan x average Sales to customers 4,909 5,504
annual water quality values. Discharges into sewers are not included. Subtotal 30,745 32,935
. Production sites 10,898 14,585
Outside Japan - — —
Marketing subsidiaries/affiliates 28,544 32,489
Subtotal 39,442 47,074
NOx and SOx Discharges International | By air 403,130 457,231
Shippin
Japan NOx Outside Japan NOx MJapan SOx M Outside Japan SOx A By sea 217,551 224,812
) Subtotal 620,681 682,043
80 Total 690,868 762,052
68.5
62.2 63.0 62.0 64.2
60 Use of Low-Emission Vehicles in 2004
(low-emission gas vehicles* at Canon Sales)
. Low-Emission Gas
20 Total Vehicles Used Vehicles Used Percent of Total
181 112 61.8%
*Canon Sales owns a total of 1,140 vehicles (including 67 three-wheeled scooters).
20 *Vehicles that reduce emissions by at least 50% under the 2005 standard according to
the Ministry of Land, Infrastructure and Transport’s low-emission gas vehicle certifica-
6.0 51 40 tion.
- 3.1 3.2
- [ [ — —
0 '00 01 02 03 ‘04 (year)

*BOD (biochemical oxygen demand)

The amount of oxygen consumed when micro-organisms biodegrade organic matter in
water.

*COD (chemical oxygen demand)

The amount of oxygen consumed when oxidants oxidize organic matter in water.
*NOx (nitrogen oxide)

A major cause of air pollution, acid rain, and photochemical smog. Generated when
the nitrogen in fuels is oxidized, or when nitrogen in the atmosphere is oxidized during
high temperature combustion.

*SOx (sulfuric oxide)

A major cause of air pollution and acid rain, and generated with the burning of such
fossil fuels as oil and coal.

Use of Packaging Materials in Japan
(t)

4,000
2,915 2,985
3,000
2,000
1,000
0 03 ‘04 (year)

*Represents the total amount of packaging materials used to package products, includ-
ing cardboard boxes and other materials outside the scope of the Law for Promotion
of Sorted Collection and Recycling of Containers and Packaging.

64



Performance Data/
Third-Party Opinion

Operational Sites Covered in the Environmental Section/
Third-Party Opinion

Operational Sites Covered in the Environmental Section
(Company and operational site names are those used at the end of 2004)

Data on operational site activities were gathered from the following list of companies divided into the four regions of Japan,
the Americas, Europe, and Asia (excluding Japan). Any data in the report limited by region are indicated as such.
For marketing subsidiaries and affiliates outside Japan, the data cover only product recycling and 1ISO14001 certification data.

Name

Location

Activities

Name

Location

Activities

Canon Inc. (14 operational sites)

Manufacturing Subsidiaries and Affiliates Outside Japan

Shimomaruko Headquarters Tokyo R&D, corporate administration, other functions _ (15 comp‘anies, 15 operatignal sitgs)
Tamagawa Plant Kanagawa Development of inkjet printers, inkjet chemical Canon Virginia, Inc. USA. Toner cartridges, toner for copying machines,
products OEM products, mold dies
Kosugi Office Kanagawa Development of software for office imaging Custom Integrated Technology, Inc.  U.S.A. Office equipment refurbishing and remanufac-
products turing
Hiratsuka Development Center Kanagawa Development of displays, electronic devices, etc. Industrial Resource Technologies, Inc. U.S.A. Toner cartridge recycling
Ayase Office Kanagawa R&D, manufacturing of semiconductor devices Canon Giessen GmbH Germany  Copying machine manufacturing and remanufac-
Fuji-Susono Research Park Shizuoka  R&D in electrophotographic technologies turing, toner cartridge refilling, refurbishing of
— - - ~ semiconductor manufacturing equipment
Atsugi Office Kanagawa Research in basic and advanced technologies for - - -
future businesses Canon Bretagne S.A.S. France Manufacturing and recycling of copying
- — - ~ machines and toner cartridges; packaging; after-
Utsunomiya Plant Tochigi Manufacturing of lenses (EF lenses, video cam- sales service
corder lenses, broadcasting lenses, LCD projector ~ o
lenses) and other specialized optical lenses Canon Inc., Taiwan Taiwan SLR and compact cameras, EFS and other lenses,
Toride Plant Ibaraki R&D in electrophotographic technologies, mass: precision-metal molds
production trialljs andgsugporl, manu fgctu’ring of Canon O_pto (Malay§ia) Sdn. Bhd. Malgysia Digital c_ameras, EF lenses, optica! lens part_s
chemical products Canon Hi-Tech (Thailand) Ltd. Thailand \nkjgt printers, _perso_na!-use copying m_achlnes,
Ami Plant Ibaraki Manufacturing of office imaging products and N _ i facsimile machines, inkjet all-in-one printers
mirror projection aligners, and design and Canon Engineering (Thailand) Ltd. Thailand Plastic molds, molded parts
manufacturing of factory automation equipment Canon Dalian Business Machines, Inc. China Manufacturing and recycling of toner cartridges,
and metal molds and manufacturing of laser beam printers, inkjet
Utsunomiya Optical Products Plant ~ Tochigi R&D, manufacturing, sales and servicing of semi- all-in-one printers
conductor equipment; sales of broadcasting Canon Zhuhai, Inc. China Compact cameras, digital cameras, laser beam
equipment; R&D, sales of medical equipment printers, inkjet all-in-one printers, image scan-
Optics R&D Center Tochigi R&D in optical technologies; development of ners, contact image sensors
broadcasting equipment Canon Vietnam Co., Ltd. Vietnam Inkjet printers
Kamisato Office Saitama Development of medical equipment devices Canon Zhongshan Business China Laser beam printers
Tsukuba Parts Center Ibaraki Storage of parts and management of shipping Machines Co., Ltd.
within and outside Japan Canon (Suzhou) Inc. China Color and monochrome digital copying machines
Marketing Subsidiaries and Affiliates in Japan Canon Finetech (Suzhou) China Manufacturing and sales of business machines,

Canon Sales Co., Inc.

Tokyo

Sales of Canon products in Japan and related
business

Business Machines Inc.

business machines peripherals, and other machines

Marketing Subsidiaries and Affiliates Outside Japan (29 companies)

Manufacturing Subsidiaries and Affiliates in Japan Canon U.S.A,, Inc. USA. All products
(16 companies, 24 operational sites) Canon Canada, Inc. Canada Al products
Canon Electronics Inc. Saitama Magnetic components business (precision Canon Business Solutions, West, Inc. U.S.A. Business machines
Headquarters, Chichibu Plant ﬁompsgzngéiwgguaf;ﬁgﬂi :L(l]r:ir?crgem busi- Canon Business Solutions, Central, Inc. U.S.A. Business machines
ess, 3 - - - -
Canon Electronics Inc. Misato Plant ~ Saitama  IMS and business machines components business (3:33311:;?';:1?5 solutions, USA Business machines
Canon Electronics Inc. Akagi Plant ~ Gunma  Laser beam printers Canon Financial Services, Inc. USA. Business machine leasing
e dZv?cg?, aid gﬂanufacturing ofgcarc?lla?bel printergsJ Canon Panamg, S.A: _ Pana}ma All prgducts ex.cept cameras .
ganon Ene:ec: :nc. Ill/li;akg fCf).t‘fice '\F(okyo . “DAeveltzpn:eqt ant: sales of.intkjet zrln':elrs’vI - gﬁ?:énm?g Em;&nad stria e Brazil i(r:r?;g én%irr?; Cc'j]ilgi?;i g;i'g.r"alg machines,
non Fin nc. i manashi n rin rinters, digi - -
anon Finefeetne. Folu e amanes Iariz;elffggngat ;§Jri(r)1teprasl/gpelo’?(terss,‘l as\hd ghgmical : Canon Chllff" SA Ch”e_ All products
products Canon Mexicana, S. de R.L.de C.V.  Mexico All products
Canon Finetech Inc. Fukui Office Fukui Development and manufacturing of photosensi- Canon Europa N.V. Netherlands All products
tive paper and chemical products Canon (UK) Ltd. United Kingdom All products
Nisca Corporation Yamanashi  Development, manufacturing, and sale of office Canon Deutschland GmbH Germany  All products
automation machines and optical measuring Canon France S.A.S. France Business machines
equipment Canon ltalia S.p.A. Italy Al products
Top Business Machines Co., Ltd. Shiga Copying machine rec_ycling, ch_emical _products, Canon (Schweiz) A.G. Switzerland Al products
consignment of copying machine peripherals . -
Canon Precision Inc. Headquarters, ~Aomori Manufacturing of toner cartridges Canon Nederland N.v. Netherlands Business machines
Kitawatoku Plant Canon Danmark A/S Denmark  All products
Canon Precision Inc. Ishiwatari Plant Aomori _ Manufacturing of direct-drive micromotors and ICs Canon Espanfia S.A. Spain All products
Canon Chemicals Inc. Headquarters, Ibaraki Manufacturing of toner cartridges Canon Svenska AB Sweden Al products
Tsukuba Site Canon Norge A.S. Norway All products
Canon Chemicals Inc. lwama Site Ibaraki Manufacturing of toner cartridge parts Canon Oy Finland All products
Canon Chemicals Inc. Ishige Site Ibaraki Manufacturing of rubber parts for business Canon Belgium N.V./S.A. Belgium  Business machines
machines Canon GmbH Austria All products
Qita Canon Inc. Oita SLR cameras, digital cameras, digital video cam- Canon Singapore Pte. Ltd. Singapore  All products
corders, communication cameras Canon Hongkong Co., Ltd. Hong Kong Al products
Miyazaki Daishin Canon Co., Ltd. Miyazaki  Digital cameras; electronics packaging Canon (China) Co., Ltd. China Al products
Canon Optron, Inc. Ibaraki Development, manufacturing and sale of optical Canon Australia Pty. Ltd. Australia Al products
crystals (for steppers, cameras, telescopes) and
vapor deposition materials = Canon Precision Inc. and Hirosaki Seiki, Inc. merged in January 2004. The name of the
Canon Components, Inc. Saitama  Image sensor units, printed circuit boards, inkjet new entity is Canon Precision Inc.
cartridges, medical equipment = Canon N.T.C., Inc. was divided into two new companies, Canon Ecology Industry Inc.
Nagahama Canon Inc. Shiga Laser beam printers, toner cartridges, a-Si drums and Canon Semiconductor Equipment Inc. in January 2004.
Oita Canon Materials Inc. Oita Chemical products for copying machines and = Nisca Corporation and Top Business Machines Co., Ltd. were newly added to the
printers operational site coverage.
Canon Semiconductor Equipment Inc. Ibaraki Development and manufacturing of semiconduc-
tor manufacturing-related equipment, manufac-
turing of small-sized copying machines and
copying units
Canon Ecology Industry Inc. Ibaraki Refurbishing and recycling of business machines,
consumables, and other Canon products
Ueno Canon Materials Inc. Mie Chemical products for copying machines and
printers
Fukushima Canon Inc. Fukushima Manufacturing of inkjet printers, print heads, ink

tanks; analysis of Canon software

Detailed information on each operational site can be found at the following URLs:

canon.com/about/group/list.ntml

canon.com/index.html
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Comments on Canon Sustainability Report 2004

Positive Feedback on Report

Comments

Canon Response

Canon has begun to gather data on the environmental burden of
international logistics (shipping between regions and within regions
outside Japan) and take measures to reduce the associated
environmental burden, as part of its efforts to determine and lessen the
burden of all its business activities.

We strive to expand the scope of data and refine the methods of data collection
annually in accordance with changes to business conditions (»P. 13) (»P. 56).

Canon has made progress on promoting initiatives for the entire
industry, such as the use of a common green procurement survey.

We intend on strengthening our ties with industry, government, and academia
(»P. 60).

Canon is clearly committed to having its business activities reflect the
requests of its stakeholders, as is evident from the two-way
communication the company holds with stakeholders. This stance is also
reflected in the company’s response to the third-party opinions.

We continue to enhance the transparency and objectivity of our initiatives and
the Sustainability Report itself (»P. 66-68).

Improvements in the Sustainability Report 2005 based on Feedback from Stakeholders

Requests and Comments

Canon Response

should be provided.

An explanation of the current progress in achieving Factor 2

Progress toward Factor 2 is explained together with the environmental
burden results (> P. 14).

The report should have a detailed explanation of measures

Canon’s initiatives are described in the “Highlights 2004-2005: Global
Warming Countermeasures at Canon” section , and in the

Environmental

regarding global warming mitigation and the Kyoto Protocol.

section on energy conservation at operational sites (> P. 53).

A pamphlet should be created to enlighten the general public
about environmental conservation activities by explaining the
importance of the environment and providing examples in a

life.

The previously published digest edition of the Sustainability Report has
been transformed into an easy-to-read environmental pamphlet, ECO

way that makes it easy to understand Canon’s initiatives.

The social management information should be more
comprehensive.

The social management section was greatly expanded with a focus on
governance, compliance, and other key topics

New sections were added on ““Contributions to Society through Products

Social A GEETEEn 61 i Se @ s fies € [pree i S ne and Services” (»P. 7-8) and ““Providing Superior Products and Services”
be provided.
The report_should include an ex_planatlon of various aspects of A section on “Relations with Suppliers” was newly added
supply chain management, not just the environmental aspect.
There is no separation in the report between environmental
management and social management. Moreover, it's hard to The social management and environmentally conscious management
Editorial get an overall understanding of the report because the sections have been clearly separated, and the initiatives and results are

explanation of the various initiatives (management) and their

explained together (> P. 2).

results (performance) are in separate sections.

Publication of Sustainability Report and Number of Downloads

Copies Issued

Copies Downloaded from Access to Canon’s

) Gl U [0 20 Environmental Website
_Japanese ) English Total (entire Sustainability in 2004
(published June 2004) (published August 2004) Report version)
11,600 16,700 28,300 147,272 449,397

(The digest edition of the Sustainability Report is published in Japanese, English, and Chinese)

*Conditions for counting access

1. Multiple access by same IP address within a 30-minute interval is counted as one session.

2. Access to multiple files in the same directory is counted as one session.

Inquiries Regarding the Environment
In 2004, Canon received 740 inquires regarding the environment
via e-mail, postcard survey, and other means (excluding requests
for copies of the Sustainability Report). The general contents of the
inquiry and types of stakeholders making inquiries are shown in
the graphs.

Types of Stakeholders
Making Inquiries

Contents of Inquiries

Other Other
11% 13%
Environmental N
Experts Sustainability Report/

13% ool oG
Management 45%
Users 21%
76%
Products
21%
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Performance Data/
Third-Party Opinion

Third-Party Opinion

Third-Party Opinion and Canon’s Response

About the Third-Party Opinion

For the third-party opinions™ of the Sustainability
Report 2005, Canon has invited the same
representatives of two stakeholder groups
who commented on last year’s report. These
stakeholders have been asked to provide
their opinions on how well this report, with
an improved triple-bottom-line approach,
meets their expectations—for information
the report provides, the quality of performance
it conveys, and its usefulness for meaningful
engagement.

Our response follows, outlining how we
have received stakeholders’ comments, and

how we intend to respond to them in the
future.

The purpose of the third-party opinion and
our response is to furnish you, the reader,
with information to help you judge how well
Canon has met expectations through this
report, and what you can expect from Canon
in the future.

Further information on the third-party
opinion process and how our approach has
evolved is available on the Canon website at
URL://www.canon.com/environment/report.

*The comments are the personal views of the authors
and do not imply any endorsement from their organi-
zations.

Third-Party Opinion from the Wuppertal Institute for Climate, Environment, and Energy

In its 2005 Sustainability report, Canon shows
how it implements its sustainability goals
throughout the Canon Group. Management
and information systems are thoughtfully
combined with awareness raising and practi-
cal measures to change the actual behaviour
of employees on all levels. “Factor 2" provides
for a clear, comprehensible goal, although the
scope could be extended to other impacts
(e.g. waste).

We further welcome the attention given to
product design decisions and implications on
sustainability impacts during use and end-of-
life phases. The issue of energy consumption
during the use phase has successfully been
addressed. Innovative technological and organ-
isational solutions have increased recycling
rates. The report shows how Canon links
environmental improvements to its business
strategy, e.g. by taking consumer savings on
energy into account as a cost argument. This
makes Canon’s efforts look credible and a
potential source of long-term improvement
and competitive advantage.

But challenges remain.

Considering usage, consumer behaviour
and societal developments can offset the sav-
ings realised by technical measures. Sustainable
Consumption as an issue should thus be taken
up, e.g. by moving from product to service
thinking.

Fundamental tasks persist also along the
supply chain. The efforts regarding hazardous
substances and the establishment of the

Canon Group Procurement Code of Conduct
represent first steps into the right direction.
However, Canon do not have effective mech-
anisms for integrating social aspects into its
supply chain management. To develop strate-
gies for integrating sustainability aspects will
offer an opportunity to significantly improve
the sustainability performance of Canon.

By engaging with its suppliers on environ-
mental and social issues, Canon could move
from a procurement to a partnership perspec-
tive. This can initiate continuous improvements
through learning and cultural change, in-
house as well as in Canon’s suppliers. For
going beyond the first tier of suppliers, we
further recommend Canon to initiate or join
industry-wide sustainable supply chain man-
agement efforts.

Social issues dealt with mainly relate to
customers and employees. A more systematic
treatment of social issues could further improve
the triple bottom line performance of Canon.
This holds true especially for the contribution
to societal goals and agendas as for example
the UN Millennium Development Goals, but
also for business charters like the OECD
Guidelines for Multinational Enterprises or the
UN Global Compact.

Canon has addressed a wide variety of
issues successfully in the past. We believe the
challenges laid out above in fact represent
great opportunities for Canon to realise kyosei
by continuously developing its existing efforts.
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Volker Tuerk

Researcher New Technologies
Wuppertal Institute
Sustainable Production and
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Michael Kuhndt

European Senior Researcher
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Sustainable Production and
Consumption Department



Third-Party Opinion from ASrlA

Canon’s 2005 Sustainability Report is a valu-
able publication, providing much detailed,
but readable data on its operations. New sec-
tions on corporate governance and on man-
agement and performance are important
additions towards creating a more truly triple-
bottom line report.

The section of the report dealing with envi-
ronmental issues is comprehensive with some
useful benchmarking of progress of the last
few years against Canon’s targets. The section
on social issues provides a useful overview. The
GRI related index also provides a quick refer-
ence to Canon’s comments on each key
issue. The sections on customer health, safety,
servicing and support are well developed.
However, there still seems to be plenty of
scope for Canon to deepen the quality and
interest of its reporting on other social related
issues. For instance, can Canon provide some
examples of real issues raised between man-
agement and staff at the regular union meet-
ings, such as suggestions from the shop-floor
that have led to practical initiatives? Or exam-
ples of communications from staff to the
President? Canon seems to be putting in

place a valuable staff compensation system.
Does Canon have any further comments on
related issues such as staff turn-over, training
and productivity? Can Canon provide some
examples of particular initiatives taken to
facilitate disabled workers, or more detail on
such as maternity leave including whether
the same standards are applied in overseas
operations as in Japan? At present Canon
applies comprehensive green procurement
standards on its primary suppliers. This could
be widened to include social performance
aspects. Taking account of these wider issues
in the supply chain is an important part of
overall risk management.

Canon notes in its introduction that the
purpose of the Report is to “fully inform
stakeholders™ and it also identifies its primary
stakeholder groups as investors and share-
holders, employees, suppliers, industry, gov-
ernment and academia. The value of a Report
is more than the content, however compre-
hensive. What is even more valuable is how it
is used, enabling Canon to gain maximum
value from the effort put into its production.
[t would be interesting if Canon was able to

gather and present more information on the
circulation of the Report to all stakeholder
groups and how it uses the report, internally
and externally. More could also be done to
create strong links between the key themes
raised in the Report and the website.

Overall, | wish to congratulate Canon on its
continued efforts to improve its transparency
and accountability.

ASIIA

(Association for Sustainable & Responsible
Investment in Asia)

URL: www.asria.org

R David St. Maur Sheil
! Director

Canon’s Response

We have received valuable opinions of the
Canon Sustainability Report 2005 from two
stakeholder groups. We intend to seriously
consider the comments of these groups as
we continue to improve our triple-bottom-
line approach to corporate activities and the
content of the report itself. We submit the
following as Canon’s response to the opin-
ions expressed by the stakeholder groups.

Through rationally managed global busi-
ness operations, Canon aspires to contribute
to the sustainable development of the global
environment and society, and secure sound
and sustainable growth and profit for the
Canon Group

On the environment front, our goal is to
align the Group’s environmental assurance
activities with its economic activities. Our
environmental assurance activities, targeting
the reduction of environmental burden at
every stage of the lifecycle across the com-
pany’s business activities, include not only the
activities undertaken by our operational sites,
but the entire upstream and downstream
burden on the environment, including manu-
facturing activities of suppliers and usage by
consumers (»P. 13).

Our vision for 2010 is the full achievement
of Factor 2, an overriding indicator calling for,
at minimum, a doubling of environmental

efficiency associated with the lifecycle across
Canon’s business activities compared with
levels in 2000. This report offers the first full
explanation of our progress on attaining this
goal (»P. 14). The setting of Factor 2 reflects
the need to express various burdens as a sin-
gle quantitative unit. In this case, our basis for
calculation is emissions of CO2, a greenhouse
gas directly responsible for global warming.
We are also taking measures to eliminate or
reduce the environmental burden of chemical
substances which cannot be converted into
CO; emissions, setting goals focused on each
of these substances through the develop-
ment of environmentally conscious products
and the implementation of environmental
assurance activities at operational sites. One
achievement in this regard has been the com-
pletion of an assurance system by the end of
2004 to ensure that, as a general rule, all of
our new products from 2005 will comply
with the European Union’s RoHS directive,
which restricts the use of designated chemi-
cal substances and will be implemented in
2006 . With the movement towards
the establishment of a global industry stan-
dard in mind, Canon developed a chemical
substance management system linking every
level of the supply chain.

On the social front, our focus is to carry out

initiatives based on rational management.
Our main initiatives since 2004 include the
enhancement of our corporate governance
and compliance structures, the creation of
management strategy advisory committees
headed by the president and CEO, the distrib-
ution of compliance cards to employees, and
the creation of the Canon Group Procure-
ment Code of Conduct .
Furthermore, we have expanded the scope of
disclosure on the social consciousness of our
product development and our initiatives
regarding customers and employees (»P. 7-8)

Recommendations from the third-party
opinions we received for the Sustainability
Report 2004 and other stakeholder opinions
are reflected in our newly implemented mea-
sures and in the content of this report
(»P. 66). Canon looks forward to addressing
the issues raised by stakeholders in the
future, through third-party opinions and
other means, as we examine the triple-bot-
tom-line performance in its entirety, and pro-
mote business activities based on rational
management. Our efforts in these directions
will be disclosed in future Sustainability
Reports and on our website.
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Performance Data/
Third-Party Opinion

1. Vision and Strategy

GRI Guideline Implementation/Index

GRI Guideline Implementation

3. Governance Structure and Management Systems

5. Performance Indicators

1.1 Statement of the organization’s vision and Structure and Governance Integrated Indicators: P. 14, 45 (environmentally
strategy P.5-14 3.1 Governance structure of the organization conscious management tools)
1.2 Statement from the CEO P.3-4 P.23-25, 43 " d
E ic P Indi
3.2 Percentage of the board of directors that are conomic Performance Indicators
2. Report Profile independent, non-executive directors P.25 Customers EC1 P. 6,59
Organizational Profile 3.3 Process for choosing board members Investors EC6-7 P. 30, 59
21 N ‘ ” ot P Omitted (reference: P. 25) Public Sector EC8 P. 59
. ame ot reporting orgam@ on . 3.4 Board-level processes for overseeing
2.2 Major products and/or services P.7-8 the organization P. 23-26, 43 Environmental Performance Indicators
23 Operational structure of the organization 35 Linkage between executive compensation and Materials
P.5-6, 13, 25, 43, 65 achievement of the organization’s goals ENL P. 13, P. 62 (amount of each type of
24 Description of major divisions, subsidiaries, etc. Omitted (reference: P. 23-25, 45) ' material used)
P. 65 3.6 Organizational structure and key management EN2 P.51-52
2.5 Countries in which the organization’s operations individuals P. 23-26, 43, FB (4-5) Ener
are located P. 65 37 Mission and values statements (codes of conduct 9y
2.6 Nature of ownership (legal form) P.2,65 or principles, performance P;'igiessy 1e§c.)12 27 35 EN3-4, 18-19 P. 13-14, 17-18, 21, 53, 62
27 Nature of markets served P.5-8 Py . P— T ; L= Water
. Mechanisms for shareholders to provide
2.8 Scale of the reporting organization P.5-6, 59 recommlendations provi P.25 30 ENS, 21-22 P. 13, 54, 62
2.9 List of stakeholders, key attributes of each, and E 15, Effluents, and Waste
relationship to the reporting organization Stakeholder Engagement EN8, EN30 P.13-14,P. 18
P. 5-6, 29-30, s
" 4 ey 3.9 Basis for identification of major stakeholders EN9 Already eliminated
. P. 60 (prlman_'y partners in P.5-6 (P. 63: list of eliminated substances)
environmental protection activities) -
3.10-12 Approaches to stakeholder consultation; Type of EN10 P. 13, 64 (NOx/SOx discharges)
Report Scope informa_tion gene_rated by s_,takeholder consultations; EN13 p.55
Use of information resulting from stakeholder "
2.10 Contact for the report P. 1, Back cover engagements Products and Services
211 Reporting perio P.1 . 5-6, 29-30, 44, primary partners in EN14 P. 13-14, 19-22, 49-52
i iod P. 5-6, 29-30, 44, 60 (pri i
2.12 Date of most recent previous report P. 66 environmental protection activities), P. 66 EN15 P.51-52
2.13  Boundaries of report P.1,65 Overarching Policies and Management Systems Shipping
2.14 S_lgnlflcant chgnges that have occurred 313 Explanation of precautionary approach or EN34 P. 13,17, 56, 64
since the previous report P. 65 principle P.23-26, 31, 38, 41-42, 44 Other
2.15 Basis for reporting situations that can significantly 3.14-15 Charters, sets of principles which the EN35 P. 61
affect comparability from period to period and/or organiza'tion subscribes or endorses
between reporting organizations P. 65 P. 29, 60 (primary partners in Social Performance Indicators
2.16 Explanation of any re-statements of information environmental protection activities) Labor Practices and Decent Work
provided in earlier reports 3.16  Managing upstream and downstream impacts
No significant changes (policies and systems) Employment LAL P.6, 35
i = Supply chain management: P.17,41-42, Labor/Management Relations
Report Profile P. 46 (material cost flow accounting), P. 56 LA3-4, 13 P.35
2.17 GRI guideline compliance ~ Used as reference = Products and serwc;e): 11212, 19-22. 34, 49-52 Health and Safety LA5-6, 14-15
2.18  Criteria/definitions used in any accounting for - — . — P. 38, 60 (labor accidents)
costs and benefits 3.17 Reporting organization’s approach to indirect Training and Education  LA9, 16-17 P. 36,47

In particular, P. 13-14, 45 (environmentally
conscious management tools), P. 46, 59, 61,
AR (accounting standards, etc.)

2.19 Significant changes from previous years in the
measurement methods No significant changes

2.20 Policies and internal practices to enhance and
provide assurance about the accuracy,
completeness, and reliability

P. 1, 11-14, 29 (basic stance on
information disclosure),
AR (accounting standards, etc.)

221 Policy and current practice with regard to
providing independent assurance P. 1,67,
Canon website (URL: canon.com/environment)

2.22 Means by which report users can obtain
additional information
URLs, etc. provided for applicable pages

impacts resulting from its activities
P. 9, 13-16, 59-60, etc.

Diversity and Opportunity LA10-11 P.37

3.18 Major changes during the reporting period
regarding the location of operations or
operations themselves P. 65

3.19 Performance programs and procedures
P.9-12, 15-16, 23-26, 44,
AR (audit report), etc.

3.20 Status of certification for management systems
P. 26 (Privacy Mark),
P. 38 (OSHMS), P. 60 (1S014001)

4. GRI Content Index

4.1 Index showing the location of each element P. 69

Human Rights
Strategy and Management

HR1 P. 35, 37
Non-Discrimination HR4 P.37
Freedom of Association and Collective Bargaining

HR5 P.35
Child Labor HR6 P.35
Forced and Compulsory Labor

HR7 P.35

Society

Local Communities S01, 4

P. 39-40, 44, 57-58, 60

Product Liability
Customer Health and Safety

PR1, 6 P.31-34
Products and Services PR2, 8 P.31-34
Respect for Privacy PR3 P.24-26

*The above GRI Guideline Implementation listing identifies the areas of the Sustainability Report pertaining to the GRI
Guidelines international reporting standard. Readers may use the listing as an index to search for areas of interest. In
this listing, “AR™ stands for Canon Annual Report 2004 and FB stands for Canon Fact Book 2005/2006.

Related URLs

GRI Guidelines

Canon Annual Report
Canon Fact Book

URL: www.globalreporting.org/guidelines/2002.asp
URL: www.canon.com/ir/annual/index.html
URL: www.canon.com/about/library/canon_factbook.pdf
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Index

A K

Audits P. 25 Kyoto Protocol and global warming countermeasures P. 17,53
B L

BOD, COD, phosphorous, nitrogen P. 55, 64 Life cycle P. 13
C Logistics (environmental consciousness of) P. 18, 56
Code of Conduct p. 27 M

Compliance p. 27-28 Management innovations P.9-10
Confidential information (personal information protection, Material balance P. 13
trade secrets, technological information) P. 24, 26 Material flow cost accounting P. 46
Corporate Ethics and Compliance Committee p. 23 Maximization of resource efficiency P. 11
Corporate philosophy, Kyosei P.5-6 Mid-Term Environmental Goals P. 16
b Modal shift P. 17,56
Development innovations P.9 N

Directors P. 25 NOXx, SOx P. 64
Disclosure Committee P. 24 o

Diversity (localization, support for female employees, etc) p. 37 Occupational Safety and Health Management Systems P. 38
E P

EQCD concept P.11 PCB waste p. 55
Eco-labels (environmental labels) P. 50, 62 PRTR P.55 63
Environmental Charter P.12 Packaging materials (environmental consciousness of) P. 56
Environmental accounting P. 46, 61 Procurement policy P. 41

Environmental assurance activities at operational sites P. 53-55, 62-64

Environmental burden P. 13
Environmental business P. 48
Environmental business creation P. 48
Environmental efficiency measurement P. 45
Environmental evaluation system P. 45
Environmental promotion system P. 43
Environmental risk management P. 44
Environmentally conscious management system P. 12,43
Environmentally conscious management tools P. 45
Environmentally conscious products P. 19-20, 49-52, 62
Excellent Global Corporation Plan P.9
F
Factor 2 (Vision for 2010) P. 14
Financial data P.59
G
GRI Guidelines (implementation, etc.) P. 29, 69
Governance structure P. 23, 25, 43
Green procurement P. 41-42
Guiding Principles P. 35
H
Human resources, safety and health P. 35-38
|
1SO14001 certification (environmental management system)

P.11-12, 43, 60
Information disclosure, communication p. 29, 57-58
Internal Control Committee P. 24
International ENERGY STAR® Program P. 15, 50, 62

Investor relations (IR) P. 30

Product Chemical Substance Assurance System establishment P. 42

Production reform P. 10
Q

Quality assurance P.31-34
R

Reduce, Reuse, Recycle (3Rs) P.51-52
Relations with society P. 29, 60
Reporting scope P. 2,65
RoHS directive P. 20, 52
S

Sarbanes-Oxely Act P. 24
Security assurance for export management P. 26
Service and support P. 34
Social contributions P. 39-40
Social contributions of products P.7-8, 33
Soil, groundwater P. 55
Stakeholder dialogue (direct communication) P. 29-30, 66
Stakeholder relations P.5-6
Sustainability, sustainability report (environmental report) P. 29, 57
T

Third-party opinion P. 67-68
Three Selfs P. 35
Training and environmental education P. 36, 47
w

WEEE directive P.51
Waste P. 54, 62
Water resources P. 54, 62
Worker unions P. 35




Tell Us Your Opinions
FAX: +81-3-3758-8225

Thank you for taking the time to read the Canon Sustainability Report 2005. This report has introduced the major
initiatives we are taking in all three areas of sustainability (economic, social, and environmental) in order to contribute
to the realization of a sustainable society.

Now, we would like our readers to provide us with their opinions about the content of this report and Canon’s
activities using the survey form below. The opinions we receive through this survey will be incorporated into the
sustainable management activities we carry out, and will assist us in improving the Sustainability Report in the future.

We appreciate your sending the completed survey to us by fax at the number above.

Environment Management and Engineering Center/Global Environment Promotion Headquarters
Canon Inc. (E-mail: eco@web.canon.co.jp)

HIn what capacity did you read this report?

[JCustomer []Stockholder/investor [1Government/regulatory [JResidential neighbor of a
[JEnvironmental personnel of ~ [1Employee of a research/ authority Canon operational site/plant
a company or other educational institution []Student [JPress
organization [JCanon employee or a [JOther (
[JEnvironmental NGO/NPO member of an employee’s
personnel family

HEHow did you come to know about this report?

[JCanon’s website [INewspaper, magazine ( ) [JSeminar, exhibition (
[JCanon sales personnel []Other (

M Please evaluate the contents of this report.

*How would you rate this report in terms of its content?
[JVery detailed [IDetailed [JNot so detailed [INot detailed at all
Reason ( )

*How would you rate this report in terms of its clarity?
[IVery clear [IClear [INot so clear [INot clear at all
Reason ( )

B Which sections of the report did you find most interesting? (Feel free to choose more than one section.)

[JMessage from the President [ JRelationship between Business Activities and Society

[JContributions to Society through Products and Services [ Concept behind the Excellent Global Corporation Plan
[]Vision for Environmentally Conscious Management  []Environmental Burden and Factor 2

[]Mid-Term Environmental Strategy and Environmentally Conscious Management in 2004

[]Global Warming Countermeasures at Canon [ JEnvironmental Consciousness of Products

[JEnhancing Corporate Governance and Compliance  [JCorporate Governance  [JCompliance

[Cooperation with Society and Communication with Stakeholders  []Quality Assurance of Products and Services
[JProviding Superior Products and Services [JCommunication among Employees and Human Resources Development
[JEmployee Safety and Well-Being  []Social Contributions  [JRelations with Suppliers

[JEnvironmentally Conscious Management System  [JEnvironmental Information Management and Evaluation System
[JEnvironmental Education ~ [JEnvironmental Business [ JEnvironmental Consciousness of Products
[LJEnvironmental Activities at Operational Sites ~ [JEnvironmental Communication [ Third-Party Opinion

[1Other (

HIf you have any specific comments about the contents of this report, please let us know what they are.
(Including a comparison with the 2004 report.)

EHow would you evaluate Canon’s sustainable management activities (economic, social, environmental)?

[JExcellent [JGood [JNot very good [1Poor
Please comment on your reason for the above evaluation, or any other remarks, impressions, or suggestions about the report.

Thank you for your cooperation.

(From the viewpoint of personal information protection, we do not request any personal information from the respondents to this survey.)



Canon

CANON INC.

Environment Management and Engineering Center
Global Environment Promotion Headquarters

30-2 Shimomaruko 3-chome, Ohta-ku, Tokyo 146-8501, Japan
TEL: +81-3-3758-2111

FAX: +81-3-3758-8225

E-mail: eco@web.canon.co.jp

URL: canon.com/environment
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