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Yorozu President Akihiko Shido speaks at the
company's 60th anniversary celebration
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1 The path to independence as
a manufacturer

@ "Refounding"

In April 1998, Yorozu marked its 50th anniversary.

During those 50 years, the company continually grew as a
specialist in chassis parts, namely suspensions, in conjunction
with the development of the Japanese automobile industry
and Nissan Motor Co., Ltd. However, the business
environment surrounding Yorozu was changing and
approaching a turning point.

As the domestic market matured, Japanese automakers
pinned their hopes on expanding sales in overseas markets.
This forced them to shift to localized production. In response
to Nissan Motor Co.'s global development, Yorozu also quickly
established bases in three countries, the USA, Mexico, and
Thailand. Including Japan, this gave the company a
quadrilateral global system.

At the time, Nissan Motor Co., which accounted for the
majority of Yorozu's sales, was facing a business slump. It was
difficult for Yorozu to make new deals with automakers inside
Japan, so the company had to look for chances to target
Japanese automakers at their overseas production bases.
Using its own overseas production bases, Yorozu had to meet
the strict quality standards of automakers overseas and beat
its competitors on price at the same time.

Yorozu's memorable 50th anniversary year was also the
year when the company began anew, aiming to create a "new
Yorozu" in order to respond to expected rapid changes in the
business environment and to continue growing.

Facing these stormy headwinds, in June 1998 | succeeded
former President Akira Miura as Yorozu's President. My
greatest task was "refounding” Yorozu.

Inside, | thought what a difficult time it was to take over, but
| was determined not to waver from Yorozu's basic principles
and to face every issue in a positive manner. Furthermore, with
the company's lifelines of Safety and Quality as basic
premises, Development would be our strongest weapon in this
era of fierce competition. | therefore vowed that Yorozu would
combine maximum quality and reliability with low price to

become an unrivaled company for suspensions among the
world's parts makers. Thus, | set the direction for Yorozu's
sales expansion.

@ The most difficult problem in Yorozu's history

People say that there is opportunity in adversity. Shortly
after our new system went into operation, we faced a shock
the likes of which it had never experienced before. Yorozu was
forced to leave the Nissan Motor Co., Ltd., keiretsu that had
provided it with stable and reliable orders and find a way to
make it on its own. The company's very survival was at stake.

In March 1999, Nissan Motor Co., Ltd., agreed to a capital
tie-up with France's Renault. That October, Nissan's new
Chief Operating Officer (COO), Carlos Ghosn, announced the
Nissan Revival Plan (NRP). To the auto parts manufacturers in
the Nissan keiretsu, its content was shocking: a 20-percent
cut in purchase costs, the breakup of the keiretsu, and a
reduction in the number of suppliers.

Without a revival on Nissan Motor Co.'s part, Yorozu would
have had no way to survive. | set forth a policy to firm up the
"quality management" | had been advocating ever since | had
become Yorozu's President. Furthermore, while taking on the
challenge of extreme cost reduction, | also hurried to find a
new tie-up partner to replace the capital ties with Nissan that
would end with the breakup of the keiretsu. | felt strongly that
rather than hesitate now and regret it later, Yorozu should
work to become independent before other companies do. |
therefore accepted Nissan and Renault's new policies in a
positive way.

In selecting a partner, the most important criterion of the
search was that the partnership had to promise future growth
for Yorozu. Second, from the perspective of opening the way
for the company's global development, | decided that a foreign
company would be better than a Japanese one. Furthermore,
the partner had to be a company with whom we could expect
local synergy connected with its global strategy, as well as a
company that would meet its responsibilities to stakeholders.
Careful scrutiny was necessary. If we were to seek immediate
stability by running to the shelter of a giant company, we might
be swallowed up and the Yorozu name might be lost.

On the other hand, Nissan and Renault strongly urged us to
work with a chassis manufacturer affiliated with Renault. | felt,
however, that an independent company would be better in
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terms of displaying Yorozu's presence, so we could not
comply with their request.

While it was thus difficult to find the right partner, it was also
a struggle to persuade Nissan Motor Co. We stuck to our
convictions, however, and decided on Tower Automotive of
the USA. The deciding factors in Tower Automotive's favor
were its superb developmental ability and its wide range of
products as a global system supplier. It offered the potential
for the maximum development of synergy.

Nissan Motor Co. finally accepted my points, and it sold all
of its Yorozu shares (about 31 percent of all our shares) to
Tower Automotive in two stages beginning in September
2000. This ended the capital tie between Yorozu and Nissan.

@ Putting all efforts into the Nissan revival

Automakers were facing an era of fierce competition on a
global scale. They therefore made optimized global
procurement their policy for parts purchasing. In its NRP,
Nissan Motor Co. set out criteria for selecting suppliers. They
included a global supply system, system integration, advanced
technical development ability, high quality, and commitment to
cost reduction. Yorozu worked to meet the criteria.

We could not abandon our partnership with Nissan Motor
Co. In response to the NRP, we developed the Yorozu Survival
Plan (YSP). It addressed the necessary condition of cutting the
price of parts by 20 percent over three years. This could not
be accomplished by ordinary means. We even had to make
the difficult decision to close Fukushima Yorozu in April 2000.

Meanwhile, we made the tie-up with Tower Automotive a
major part of our global strategy, working to be ready for
global sourcing by the world's leading manufacturers.

In addition, we worked aggressively to reform our
management systems in order to be able to respond flexibly to
any changes in the business environment. We placed
particular emphasis on more effective utilization of
management resources, pushing policies to prioritize issues
and concentrate on solving them.

@ The two "Revolutions" that became
opportunities for reform of Yorozu

Because the entire company united behind the Yorozu
Survival Plan (YSP) , on which its survival depended, we were
able to achieve results on our immediate problem, the cost
reduction demanded by automakers. Because we had
adopted a policy of meeting every demand, however,
corresponding cost increases overwhelmed cost reductions.
Yorozu went into the red for FY 2001 and FY 2002.

| saw this terrible situation threatening Yorozu's survival as a
turning point, an opportunity for drastic management reform. |
therefore shifted the concept of the YSP from a plan for
survival to a plan for success. | announced that the two main
policies based on the new Yorozu Success Plan would be
"Production Revolution" and "Management Revolution." |
further added, "A true revolution is necessary in order to
overcome this crisis. A revolution can mean bloodshed. Unless
each employee is willing to work in perfect unison, a revolution
is impossible. Furthermore, we cannot stop. If we don't keep it
going, it will be meaningless. Anyone who wants to get in the
way had better understand this now."

| had actually been feeling the need for this kind of bold
reform for a few years. To make big cuts in the company's
management, however, timing was vital. If our bottom line had
been stable, there would have been little sense of crisis. No
matter what kind of program | announced, | could not have
expected big results. While the poor business results did not
make me happy, | did consider the pressure the company was
under to be an opportunity.

To sum up the two mainstays of the plan, the Production
Revolution involved adopting the Toyota Production Way for
innovative monozukuri (skilled manufacture), while the
Management Revolution involved creating "a global matrix
organized by function" for management by function. The goals
were to push reform of work and a production method that
would be superior to Yorozu's competitors and to inculcate a
spirit of improvement in each employee, aiming for efficient
and lean Group management and quick decisions based on
accurate information. Furthermore, introducing the Toyota
Production Way into Yorozu, a company that had grown in the
shelter of the Nissan keiretsu, would have a significant impact
in itself, sending the message to every employee that
"companies have to change; without change they cannot
survive."

Of course, policies to improve Yorozu's systems had always
been implemented as needed in the past. Leaving the keiretsu
and having to secure work on its own, however, meant that
the company's competitiveness would truly be tested. This
meant that we had to draw a line between what had
happened before and what was happening now. It was
essential that everyone resolve to follow through.

@ From a foreign-capitalized manufacturer to an
independent one

In this way, we worked to stake out a position as a "global

supplier" and to build systems that would secure ongoing
profits. Just as those efforts were getting on track, Yorozu was
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struck by further difficulties.

Yorozu had gone from being a parts manufacturer in the
Nissan keiretsu to having Tower Automotive as its lead
shareholder, even being called a foreign-capitalized firm. Due
to a business slump, however, Tower Automotive decided that
it wanted to sell off its Yorozu shares. We found this out in
autumn 20083 from a capital fund that suddenly visited us. This
was a bolt from the blue.

The tie-up agreement we signed with Tower Automotive
included the right of first refusal in the event they decided to
sell off their Yorozu shares, so we immediately objected.
Tower Automotive responded that Yorozu did not have
enough cash to purchase the shares. We answered that we
could borrow it from a bank. They claimed that they had tried
to borrow money against the shares from a bank and been
turned down, so Yorozu would not be able to borrow money
either.

We immediately replied that that was not the case and we
would negotiate with our main bank, with whom we had built a
relationship of trust over many years. Tower Automotive
replied, "Japan is such a strange country." Apparently, they
could not understand Japanese business customs that valued
trusted relationships between companies and banks built up
over decades.

In March 2004, Yorozu bought back all its shares held by
Tower Automotive (6,600,400 shares), thus completely
severing its capital tie with that company. Otherwise, however,
there was no change in the companies' relationship.

Along with the end of the capital tie with Nissan Motor Co.,
this marked the second change in Yorozu's capital structure.
In this case, however, it was not as much of a shock. | was
more concerned with becoming a completely independent
auto parts manufacturer and the heavy responsibilities of a
true global supplier. Finding ways to increase Yorozu's
corporate value seemed to me to be a greater test.

2 Raising Yorozu's corporate
value

@ Creating the Yorozu brand

What is it that customers see as corporate value in an auto
parts manufacturer? It is no exaggeration to answer with one
word: competitiveness.

In an industry where repeated fierce competition for orders

is the norm, competing solely on factors such as quality,
meeting deadlines, and price will not win the struggle for
survival. Quality and meeting deadlines are givens. Unless
products can provide outstanding function and performance,
they will not be persuasive to buyers. Price is an important
element, but unless there is a large disparity, it will not serve as
a tool for sales expansion. A brand must have comprehensive
competitiveness, including superior technical and
developmental ability.

| therefore decided to make maximum use of Yorozu's
strengths in order to increase the company's competitiveness.
The first things that set Yorozu apart are its three core
technologies, hydroforming technology, aluminum processing
technology, and tailored blank processing. We adopted
hydroforming technology, which uses water pressure to form
pipes, ahead of other manufacturers. We were the first in
Japan to use it for suspension parts, making it one of Yorozu's
core technologies. We used aluminum processing technology
to build mass production technology to press and weld
aluminum, which had been problematic. This helps make
suspensions lighter. Yorozu is proud to be among the world
leaders in production volume of aluminum suspension
members.

| decided that Yorozu would use a total production system,
from development to production, based on these core
technologies. The Yorozu Group would handle everything from
product planning and development to trial production and
testing, design and manufacture of production plant tools, jigs,
and dies, and product production. Furthermore, we would use
computers to build mechanisms for more efficient work so that
we could supply customers with high-quality, low-cost
products in a timely way. Yorozu is not only a manufacturer, it
possesses monozukuri (skilled manufacture) technology and
expertise. Although we have already reached the level of
establishing our own systems, it is vital that we pursue
continued evolution, including the development of new
materials.

@ The worldwide Yorozu network

Along with their global expansion, the world's automakers
are shifting to common platforms (chassis) for their vehicles.
Parts manufacturers involved with these platforms are
therefore required to supply identical parts at each of an
automaker's production bases scattered around the world.
The automakers aims when procuring parts are to have no
variation in quality and to control costs. For parts
manufacturers, global development is thus a necessary
condition in order to obtain orders.
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Yorozu has built a global network of eight overseas
companies in order to supply the production bases of the
world's automakers. Five are located in North America: Yorozu
America (YA, Detroit), which coordinates the entire region,
Yorozu Automotive Tennessee (YAT), Yorozu North America
(YANA, Michigan), Yorozu Automotive Mississippi (YAM), and
Yorozu Mexicana (YMEX, Mexico). Three are located in Asia:
Yorozu Thailand (YTC), Yorozu Engineering Systems Thailand
(YEST), and Yorozu Bao Mit Automotive (YBM, China).

Utilizing this network, Yorozu developed a sales strategy of
entering the local production bases of Japanese automakers
to develop a foothold for orders in Japan. These efforts were
successful, leading to sales to Honda Motor Co., Toyota
Motor Corp., Mitsubishi Motors Corp., Suzuki, and so on.

This resulted in the percentage of Yorozu's revenue coming
from overseas climbing sharply, from about 20 percent in FY
1993 to 50 percent in FY 2003 and 67 percent in FY 2007.
Looking at revenue by customer during this same period,
revenue from companies other than Nissan Motor Co. increased
sharply, so total revenue almost doubled. Although revenue
from Nissan remained roughly the same in absolute terms, as a
percentage of Yorozu's total revenue, it declined from about 83
percent in FY 1993 to about 52 percent in FY 2007.

The management decision to target companies overseas for
our sales promotion strategy and to build an 'all-weather"
system of investing without stinting in a different development
system for each customer was successful.

Meanwhile, we could not overlook developments in the
BRIC countries (Brazil, Russia, India, and China). Yorozu
studied the course of events of preparing to move into those
markets in response to demand from world automakers,
reaching the stage of considering the timing of its moves.

However, if Yorozu were to act alone and try to remain self-
sufficient when entering these areas, as it had in the past, the
risk would be great, and the company's management
resources might be insufficient. By forming alliances,
management resources could be used effectively, and risk
could be distributed. In 2003, we succeeded in bringing in the
Renault parts manufacturer ACI to make parts for Suzuki
Motor Corp.'s global strategy vehicle, the Swift. | therefore
decided to distance Yorozu from its past self-sufficiency and
use alliances to move more flexibly.

Yorozu will continue establishing and expending its global
supply system network that pursues optimal procurement.

@ Safety and standardization improve
competitiveness

If we look for reasons why the sales promotion strategy

targeting companies overseas bore fruit, the first reason is the
progress of management reform, in other words, the
Production Revolution and the Management Revolution.

Competitiveness is an absolute condition for achieving sales
expansion. As | stated above, competitiveness determines
corporate value. | therefore continued management reform
based on the key concepts safety, which has a major impact
on product quality, and standardization, which makes quality
improvement more efficient.

Indeed, this is why | pushed the idea of creating safe and
comfortable workplaces. Some people think that taking "safety
first" to heart is a trivial matter. For example, the reason we
paint forklifts and towing carts bright yellow is so that they will
leave marks on any obstacle they bump even slightly.

Once safety based on standardization has been
established, competitiveness can be increased. This will
naturally raise the value of Yorozu's existence and its brand
power. As with the spirit of improvement, there is thus no end
to the pursuit of safety and standardization.

Furthermore, because of these thorough efforts on
standardization, every Yorozu Group worksite without
exception, whether in Japan or abroad, uses the same
systems, formats, and methods to carry out its work, from
production methods, to machinery and equipment, die
manufacture, and general administrative finance. Because
every worksite, whether production or management, follows
the same rules, employees can immediately get up to speed
on their work no matter where they are may be transferred.
Even with production functions, simply by moving equipment,
operations can begin again as soon as it is installed. Work on
new jobs can also be set up vertically.

@ Overall optimization of Yorozu's business

The role of the Yorozu Head Office in the Yorozu Group is
to transmit the direction in which the Group should move. It is
the brains of Yorozu. It works to facilitate the fulfillment of each
location's mission, supporting the growth and development of
the entire Group.

We began the Management Revolution in March 2003. We
added management by function to the existing management
by location, shifting to Group management that uses an open
horizontal axis for a "global matrix organized by function." The
horizontal axis has seven functions (sales, quality,
development and technology, production, production
management/procurement and sequence, human resources,
financial affairs), with each person in charge of a function
managing the vertical locations.

With vertically segmented management, decisions tended
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to drift into "unit optimization." The aim of the global matrix
organized by function was to have decision-making focus on
optimization of the entire Group. | made it clear that worst
cases scenarios for given units were allowable for the sake of
optimizing the whole, but unit optimization for the sake of self-
preservation is not permissible. The YPW, which is the core of
the Production Revolution, and its advancement also became
a driving forces smoothing the progress of simultaneous
adoption of the TPS at every global site.

In April 2004, we established the YGHO, the company's;
Headquarters Organization (initially called the Yorozu Global
Head Office). The YGHO is the top organization leading the 14
(15 after the addition of Yorozu Aichi Corp. in 2005) Group
companies. Within the YGHO, there is a General Manager who
serves as the Yorozu Group's control tower. Under him, there
are eight nine Group General Managers: Quality function,
Marketing function, Procurement /Production Management
function, Production function, Human Resources function,
Finance function, Development /Production Technology
function, Management Strategy function, and North American
and Asian business. Each General Manager understands the
overall picture of greater management efficiency and provides
support and supervision in terms of both regions and
functions. The YGHO also serves to optimize the cash flow of
the entire Yorozu Group.

@ Issues for Yorozu

We have successfully laid a foundation of organizational and
management systems to be recognized by the world's
automakers as "Yorozu for suspensions" and as a global
supplier.

However, there is still much room for improvement. For
example, management by those in charge of individual
functions is not working well enough at optimizinge the whole
from the a global point of view. Those in charge of each
function do not fully understand their global responsibilities.
We can also see glimpses of an attitude at our overseas sites
of waiting for support from Japan. They have not yet reached
the point of advancing their own work, including development,
through their own ability. Sometimes, even with an ideal
organizational system in place, reform may be delayed until
people themselves are willing to change.

Another major issue that Yorozu must address quickly is
human resources. In particular, we may not have enough
internationally-minded people in our organization to take
charge of core functions. | am concerned that some people's
internationalism may only be skin deep. If the policies we issue
from Japan do not meet global needs, they are pointless. If

they diverge from the consciousness of customers and local
production bases, naturally they will only get in the way.

We have set up venues for communication within the
Yorozu Group and frequently hold exchanges between
domestic and overseas personnel. While this kind of problem
is not a lethal obstacle, there are very few truly internationally-
minded people in our domestic factories, including core
sectors. This is unthinkable in a company that obtains more
than about 67 percent of its revenue from overseas markets. It
is completely natural for a diverse, multinational workforce to
constantly work together in a balanced way.

If we are to develop further as a global supplier, we must
achieve this internal internationalization.

@ Trusted by society

Since 2003, a series of major revisions to the Securities
Exchange Law has increased interest among listed companies
in corporate social responsibility (CSR). Yorozu had long
counted "fair and transparent corporate activities through high
ethical standards and respect for the law" as a basic
management principle, but in light of current trends it has
further stepped up its efforts on CSR.

In April 2005, we established the CSR Promotion
Committee with four subcommittees, on corporate
governance, compliance, risk management, and environment.
The four subcommittees began carrying out their activities in
accordance with the goals of ensuring Yorozu's sound and
sustained growth and securing the trust of society.

Furthermore, in May 2006, we began work on building up
our work management and assurance systems by establishing
the Internal Auditing Office. | hope that these activities will help
improve our corporate culture. | instructed that they be
simultaneously implemented at all Yorozu worksites worldwide.

In addition, we are carefully examining policies on the use of
our own shares in order for the Yorozu Group to grow and
develop along with its stakeholders. In order to interact with
individual investors, we are actively engaging in activities such
as IR Seminars for Individual Investors.

Yorozu must not be a company that cares only about the
pursuit of profit. Ideally, it will be a company that constantly
works to meet its social responsibilities, increase stakeholder
satisfaction, and raise its corporate value while growing and
developing.

Step by step, Yorozu's dream of being "a small but
excellent company, global in its presence" is steadily
becoming a reality.
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Yorozu has steadily developed its overseas operations since
1986, which marked the company's 39th year of operation,
when we established Calsonic Yorozu Corporation (CYC) in
the United States as our first overseas production base.
Subsequently, Yorozu established Yorozu Mexicana S.A. de
C.V. (YMEX) in Mexico in 1998, Yorozu (Thailand) Co., Ltd.
(YTC) in Thailand in 1996, and Yorozu America (YA) in the
United States in 1997. YA was the predecessor of the
company that currently supervises our North American
operations. Yorozu later established Yorozu Automotive North
America, Inc. (YANA), its second U.S. production base, in the
state of Michigan in 2000, and Yorozu Automotive Mississippi,
Inc. (YAM), its third U.S. production base, in Mississippi in
2001 along with Yorozu Engineering Systems Thailand Co.,
Ltd. (YEST) in Thailand in 2002. In 2003, we established
Yorozu Bao Mit Automotive Co., Ltd. (YBM) in Guangzhou,
China.

The following is a detailed account of our overseas
development from 1998 onward.

1 North America

& 1-1 United States: From CYC to YAT

During the most recent 10-year period spanning 1998
through the end of 2007, Yorozu Automotive Tennessee, Inc.
(YAT) faced many challenges, as it sank to the lowest depths
before making a strong resurgence. In fiscal 1996, YAT
attained a noteworthy milestone when it eliminated its
accumulated loss and finally began paying long-awaited
dividends. However, this favorable turn of events proved to be
short-lived when chaotic conditions at production sites ensued
in the wake of successive launches of new vehicle models by
customers. This situation resulted in YAT sinking back into the
red in fiscal 1999.

During this same time, YAT employees were shouldering an
increasingly heavy load of overtime work, which spurred active
movements to unionize the workforce. YAT was obliged to
expend its utmost efforts to respond to unionization initiatives.

Although YAT ultimately succeeded in reaching a mutual
consensus with employees, the situation reached a point
where a vote on unionization was held on August 20, 1999.
Just as one challenge follows on the heels of another, in 2000
Nissan Motor Co., Ltd. launched the Nissan Revival Plan
(NRP), under which it strived to cut costs. This resulted in
continued drastic reductions in sales prices that dealt a heavy
blow to CYC (currently YAT), which began sinking under a
rising accumulated loss.

The year 2002 marked the beginning of the genuine
globalization and localization of YAT's operations. In
December 2001, CYC became a Yorozu subsidiary and thus
dissolved its joint-venture contract with Calsonic Kansei. In
April 2002, CYC changed its name to YAT.

In June 2002, Senior Vice President Masataka Ebato
assumed the post of president of YAT and began the enormous
task of turning the company around. During this time, YAT found
itself in the position of having to bear the brunt of cost cuts
under the Nissan Revival Plan (NRP), while in terms of profit
and loss as well as funds it was facing the worst circumstances
since its establishment.

In addition, YAT was suffering monthly losses of around $1
million (over ¥ 100 million). YAT was in a dire situation and
despite procuring working capital, it soon found itself running
out of funds. In fact, for fiscal 2002 (a nine month fiscal year
because the fiscal year-end was changed from March to
December), YAT's loss topped $9 million and its cumulative
loss and borrowings both significantly exceeded $20 million.
To make matters worse, YAT was in the unenviable position of
being admonished by local banks that without guarantees by
the parent company the banks would discontinue business
with YAT.

As his first restorative action, President Ebato chose Jack
Phillips (currently YC Director) to be Vice-President of YAT.
(Jack Phillips later became YAT President, the first non-
Japanese staff to serve as a president of a Yorozu Group
company). Despite his young age of 39, Jack Phillips
possessed outstanding leadership skills. Rather than
managing American staff in the traditional Japanese autocratic
manner, President Ebato strived to discover American
business leaders and worked to maintain good communication
with these leaders and utilize their self-initiative and
independence while promoting localization and reform of
YAT's operations.
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A local newspaper, the Southern Standard, covers
YAT's 20th anniversary (May 16, 2007).

Next, President Ebato crafted a rehabilitation plan that
started from 2003. Under this plan, specific numerical targets
were set for each expense category and rationalization
proposals were compiled and successively executed. At the
financial accounting level, efforts were also made to strengthen
operations in terms of funds and financial and taxation affairs
by liquidating fixed assets, establishing criteria for various
allowance reserves, ascertaining actual costs for each
component category, and deploying sales lease-back
schemes for press facilities (facilities leasing).

Due to these efforts, YAT turned a profit in 2003. President
Ebato's managerial techniques were later passed on to
President Kazumi Sato (YA President and YAT Chairman at
that time) and in 2007 YAT finally achieved a long-sought
elimination of its cumulative loss and reduced its bank
borrowings to zero. In terms of quality and deliveries, YAT also
achieved a level of stability that was previously unimaginable
during its tumultuous period. This accomplishment is
attributable solely to the success of localization of operations
and the implementation of the Yorozu Production Way (YPW)
activities, centering on the Toyota Production System (TPS).

In 2001 YAT earned the Fiscal 2000 Nissan Quality

Performance Award and on May 12, 2006 it won the Quality
and Delivery Performance Award from Honda Motor Co., Ltd.
YAT also obtained ISO/TS 16949 certification on August 15,
2005 and ISO14001 certification on May 14, 2007.

During this time, preparations also proceeded for the
essential integration of all North American companies (YA,
YAT, YANA, YAM, YMEX). Looking back today, the dispatch of
support staff from YAT during a difficult period at YAM in 2003
proved to be the catalyst for promoting the creation of a
collaborative structure encompassing all Yorozu companies in
North America. Prior to this time, YAT itself had very little
breathing room and individual Yorozu companies in North
America were fully preoccupied with their own operations.
Therefore, any cooperation among these companies tended to
be unsynchronized. However, during this three-to-four year
period, YAT was instrumental in helping YA strengthen and
consolidate sales, development, technology, purchasing and
personnel functions in America, while in production YAT's role
as a Mother Plant also advanced.

References here to YA include not only YA in Michigan but
also to all YA's functions within YAT in Tennessee. Of course,
more time will be needed for standardizing all business
operations, which will be the ultimate form of integration of
Yorozu companies in North America. These Yorozu companies
are nurturing good relationships that include both cooperation
and competition with each other in a number of areas.

In September 2006, YAT marked the 20th anniversary of its
founding and in April 2007 held a ceremony to commemorate
this momentous occasion. Among the guests attending the
ceremony were Tennessee Governor Phil Bredesen, Warren
County Executive John Pelham, McMinville Mayor Royce
Davenport and representatives from Yorozu and shareholders
of Sumitomo Corporation.

€ 1-2 YA: The Controlling Company in North
America

In July 1997, CYC's Detroit Office became a subsidiary,
Yorozu America Corporation (YA). To respond quickly to the
globalization of automakers, YA served as a sales base with
development functions. In executing these functions YA was
linked with Yorozu headquarters in Japan via ISDN to realize a
24-hour development structure taking advantage of the time
difference.

In 2001, a restructuring plan for operations in North
America, including for Mexico, was launched. Under this plan,
YA became the supervising company for sales, development,
and purchasing within the Yorozu Group's overseas
operations. Additionally, YA placed particular focus on
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activities to respond to modularization and global optimal
procurement emphasized by the U.S. Big Three. In a move
aimed at enhancing supervising functions, YANA and YAM
became wholly-owned YA subsidiaries in 2001.

In 2002, YA's head office was moved to the development
center of Tower Automotive, with which YA had a capital
alliance. YA progressed with cost-reduction activities under
joint purchasing with Tower Automotive, yielding positive results.

In this manner, YA worked to enhance efficiency in the
North American region as the controlling company for the
Yorozu Group's North American bases. In other words, YA's
role was to maximize sales, development, and purchasing
functions and to liaise with principal business partners,
including General Motors (GM), as well as Nissan Motor Co.,
Ltd., Honda Motor Co., Ltd., and Mitsubishi Motors North
America, Inc. (MMNA).

Subsequently, in 2006 a portion of sales and purchasing
functions that were situated near Detroit, Michigan, were
shifted to YAT in Tennessee. This transfer was made to
respond more quickly to the demands of customers and
suppliers as a sales and purchasing base in the southern part
of the United States. Also, in March 2006 YA's office moved
from Novi, Michigan to Farmington Hills, also in Michigan.

@ 1-3 YANA: The Second U.S. Production Base

Yorozu Automotive North America, Inc. (YANA) was
established in Battle Creek, Michigan in September 2000 as a
CYC (became YAT in April 2002) satellite plant for module
components for GM vehicles. With GM demanding sequence
delivery from a location within 90 minutes of its plants, it was
essential for Yorozu to establish a production plant either near
Fairfax, Missouri or Delta Township in Lansing, Michigan.

On a map of North America, with the exception of Mexico,
the production plants of Yorozu's customers at this time were
situated within a belt running in a virtually straight north-south
direction on the eastern side of the middle of North America.
The location of these plants could be further broadly divided into
two geographic regions. In the eastern part of North America,
Honda Motor operated plants in Ontario, Canada (HCM) and in
the U.S. state of Ohio (HAM), Mitsubishi Motors North America,
Inc. (MMNA) in lllinois, and Fuji Heavy Industries/Subaru of
Indiana Automotive (SIA) in Indiana. In the southeast, Nissan and
GM Saturn operated bases in Tennessee.

In terms of sales strategy, Battle Creek, Michigan is ideally
positioned to cover the northeastern part of North America.
Especially noteworthy, Honda carries out flexible production
among its North American plants and is thus able to produce
all models at any of its production companies. Consequently,

2007FE mYIFTUNU—=NT 53— VAP0
—RRE (RFRHAFHEHR)

YANA (Yorozu) won the fiscal 2007 Honda Delivery
Performance Award (President Haruta, center)

Honda asked its tier-one suppliers to establish a structure
capable of responding to this flexible production. In other
words, it was essential that suppliers are able to respond to
changing delivery destinations.

In this regard, Battle Creek is situated close to both HAM
and HCM and also lies within a milkrun aggregation zone, thus
making it an advantageous location not only in terms of sales
strategy but also for logistics. Besides excellent infrastructure,
another deciding factor underlying the decision to locate in
Battle Creek was that Battle Creek Unlimited (BCU) provided
full support that extended all the way to production.

With an eye toward the approaching start-up of production
at GM and Honda, construction on YANA's plant proceeded
through the bone-chilling months of winter. To select a plant
site, President Akihiko Shido rushed from Japan to Michigan,
adhering to a rigid schedule for inspecting each candidate site
despite a raging blizzard. Under the watch of Yasushi Miura,
YANA's first President (at that time), there was not a single
accident or delivery delay during construction and in July
2001, YANA smoothly completed its move from a temporary
office inside BCU to its new plant.

Beginning with deliveries to SIA in January 2002, YANA
launched production of components for five vehicle models in
2002 that included three models for HAM/HCM and one
model for MMNA. Subsequently, under the direction of
Shinichi Yoshimoto YANA's President (at that time), sequence
deliveries to GM were commenced in July 2003.

YANA was Yorozu's first satellite plant that operated without
a press plant. Principal pressed components were purchased
from suppliers in Michigan and Canada, mainly from CYC (the
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company's name at this time). Therefore, under the leadership
of Yusuke Kawada, North America Chairman (at that time),
and Kazumi Sato, YA President, YA added sales and design
functions, spun off the head office functions of quality and
purchasing from CYC, and upgraded these functions, while
establishing functions as the North American headquarters.
From 2004 onward as well, under President Chikara Haruta,
YANA responded to the launch of three to five vehicle models
each year and recorded a sharp expansion in sales. In doing
so, YANA rapidly increased its presence and came to be
recognized by customers for its solid sales and logistics
strategies.

In fiscal 2007, YANA earned the Quality Achievement &
Delivery Award from SIA and Delivery Performance Award
from Honda Motor Co., Ltd.

@ 1-4 YAM: The Third North American
Production Base

Yorozu Automotive Mississippi, Inc. (YAM) was established
on September 11, 2001 to supply components to Nissan
Motor, which set up its first plant in the southern state of
Mississippi, as well as to GM, which operates a plant in the
adjacent state of Louisiana.

There were a host of factors behind Yorozu's decision to
build a plant in this area. One key point in selecting a favorable
location was consideration of geographic benefits for
customers. Therefore, instead of setting up inside Nissan's
Suppliers' Park, YAM was established in Vicksburg, which is
40 minutes from Nissan's Canton Plant and approximately two
and a half hours from GM's Shreveport Plant. In setting up in
this area, we received an assortment of outstanding support
from the city and state on various fronts, while local residents
were cordial and cooperative. Also, when taking into account
any future expansion of YAM's facilities, we noted that in this
region there is relatively little impact from clay soil, which is not
suited to presses. As a potential drawback, however, there
was a shortage of technicians or workers with experience in
the automobile industry in this area, with agriculture and
forestry being the pillars of Mississippi's economy.

Facing this situation, we pushed forward with plant project
under the direction of Shoji Uemura, YAM's first President, and
the plant building was completed in April 2002.

On May 1, 2003, a grand opening ceremony held at YAM
was attended by President Akihiko Shido, Executive Vice
President Masataka Ebato, and the Governor of Mississippi.
The ceremony featured a succession of congratulatory
addresses emphasizing the positive impact of the automobile
industry on the local community. In addressing the audience,

Shido stated that YAM would strive to be "a company that
maintains close ties with and contributes to the local
community while achieving growth together with the
community." Meanwhile, the Governor Mr. Barbour noted that
"companies such as Yorozu and Nissan will significantly
transform Mississippi's image and that this new image will
serve as a benchmark for the directions the state will pursue in
the future."

From April 2003, YAM successively started production of
suspensions and links for new vehicle models such as the
Nissan Quest, Titan, and Almada and the GM Colorado
Canyon.

With 130 employees, YAM started full-scale operations as a
production base without presses in the same manner as
YANA. Nonetheless, securing the necessary technicians and
plant managers proved to be no easy matter because of the
scarcity of local workers with experience in the automobile
industry.

Moreover, unfamiliarity with job tasks among inexperienced
workers was exacerbated by employee turnover, which
triggered a series of problems such as delivery, quality, and
labor union-related problems. These issues were in addition to
the expected difficulties and challenges associated with the
start-up of operations. At the beginning of 2004, YAM required
three times the man-hours ordinarily required to complete a
task, as confusion and difficult production conditions
persisted.

Unionization was another extremely serious issue for YAM.
On July 1, 2004, a vote on whether to form a union was held
and the company's side prevailed 130 to 57.

Under these circumstances, Shinichi Yoshimoto took over
business operations in April 2004 as the successor President
and achieved overall improvements that spanned the so-called
4Ms (manpower, methods, materials, and machinery) by
implementing "YAM IP" (YAM Improvement Project).

YAM soon encountered another obstacle in the form of
soaring prices for raw materials from the beginning of 2005.
During this same period, a sharp 50% rise in the prices of fuel
(gasoline and natural gas) significantly dampened sales of large
vehicles. YAM's production of large-scale components was
directly correlated to the production volume of large vehicles.
Thus, after peaking in 2004, YAM's sales tumbled along with
the downtrend in sales of large vehicles.

At the end of August 2005, misfortune struck again when
Hurricane Katrina devastated large swaths of Louisiana and
Mississippi. Fortunately, YAM sustained very little direct
damage and benefited from significant support from the YC
Group. Thus, the day-to-day lives of YAM's employees quickly
stabilized.
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The skyrocketing costs of materials and fuel also affected
the prices of component purchases. Although principal
components are purchased from the Yorozu Group (YC, YAT,
YMEX), various types of brackets were purchased from
suppliers in nearby states and their demands for higher prices
also pushed up YAM's own costs. In response, YAM made
significant progress in realizing internal cost reductions, but
these gains were unable to eliminate the adverse effects of the
aforementioned price increases.

Therefore, from the end of 2006 component purchasing
cost reduction activities were implemented across the entire
Yorozu Group in North America under the guidance of
Chairman Kazumi Sato. As a particularly noteworthy measure,
a decision was made to install presses for small-sized
components at YAM as part of a project to promote the
internal production of components. Accordingly, in May 2007,
one 160-ton progressive press was moved from YAT to YAM,
while in July four 200-ton tandem lines were transferred from
YAT to YAM. With solid support from YAT, production of
pressed components was commenced.

The introduction of these presses, coupled with incentives
provided by the state of Mississippi, enabled YAM to scale
back the amount of its investments. This was instrumental in
allowing YAM to achieve a significant favorable turnaround in
terms of improving costs for components purchases, which
contributed significantly to YAM's reaching the breakeven
point at the operating income level.

@ 1-5 Growth and Development of YMEX

Established in 1993, Yorozu Mexicana S.A. de C.V. (YMEX)
commenced production in 1994 and will mark its 16th year of
operation in 2008. During this time, YMEX has increased staff
from 49 at the start of operations to 400 in 2007, while
expanding its customer base from one company, Nissan
Motor, to five companies that include Nissan, Honda, Renault,
GM, and Ford. During this same time, YMEX has increased its
sales to ¥ 10 billion from initial-year sales of ¥ 500 million. In
this manner, YMEX has achieved steady growth and
development. Looking back at the most recent 10 years,
however, YMEX has experienced fluctuations.

In 1997, YMEX was producing components for just two
vehicle models (the first-generation Sentra and the Tsuru) and
production was getting underway smoothly with a small
volume of 96,000 units per year.

However, the picture changed drastically with the start-up
of production for the second-generation Nissan Sentra and
significant confusion ensued. Its annual production volume
was to be an unprecedented 200,000 units, and YMEX

needed to reach full capacity within three months of start-up
or otherwise face difficulties in assuring that the required
number of components could be delivered and quality
maintained.

The confusion at YMEX had various origins. One primary
factor was a heavy burden of overtime and holiday work
caused by a shortage of refinement for dies, and this inevitably
led to a rise in the employee attrition rate. This staff shortage
made job security difficult. Moreover, when a shortage of
workers occurs, then worker education starts to lag, leading to
further confusion. Also, the start of production at YMEX in
response to the launch of new vehicle models was
implemented under the leadership of Japanese staff
dispatched to YMEX. Poor communication with Mexican staff
due to language and cultural differences proved to be
problematic. As a result, the Japanese staff ultimately ended

Y ME XDAALLEED
4ALL activities of YMEX

YME XTODQCH =T JVARDERTF
A scene from QC Circle contest at YMEX
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circumference
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entrance of ESIE

up frantically running around and struggling without their
intentions and objectives ever being properly communicated.
This turmoail persisted for one year. Additionally, YMEX had yet
to establish an internal operations system.

Despite its utmost efforts to tackle the causes of this
turmoil, YMEX was unable to devise any quick solutions.
During 2001 and 2002, YMEX received major support from the
Yorozu Group and implemented an array of improvement
measures, and the chaos there finally subsided in the last part
of 2002.

Later, in 2003 and 2004 YMEX received new orders for the
third-generation Sentra and Nissan's new model, Tiida. With
the simultaneous start-up of these models set for 2006, YMEX
made careful considerations to avoid repeating the painful
experiences accompanying the start of production for the
second-generation Sentra in 2000. Based on these
considerations, YMEX implemented the following three
measures.

1) Implement start-up under the leadership of Mexican
staff

YMEX decided to revise its organizational structure,
previously led by Japanese staff, to a structure headed by
Mexican local staff. YMEX also established a structure under
which local employees take the lead in phases of operations
ranging from the start-up of production for new models to
ordinary operational affairs.

One key to building an organization led by local employees
was providing them with a thorough education. While in-house
education was a concern under this structure, we augmented
this by also having employees participate in training sessions
held by business partner NISMEX and local universities. In this
manner, we provided numerous employees with necessary
education to the greatest extent possible, regardless of
whether this was through internal or external educational
programs. YMEX also systemized its education system. In
retrospect, these investments in local employees' education
subsequently bore fruit.

2) Adhere to operational matters based on a quality
system

At this time, YMEX also transitioned from QS9000 to
TS16949 standards for quality management systems.
Accordingly, we believed this transition was an ideal time for
rebuilding YMEX's quality system. Acting on this belief, we re-
evaluated our quality system and continued to promote related
education and training and executed business operations
based on this system.

3) Promote simultaneous operations at the development
stage

Starting from the development stage of projects, local staff

from Mexico were sent to Japan to participate in all production
stages ranging from process planning and facilities design to
production and adjustments. This was in line with the
implementation of so-called "build-in" through which Mexican
staff and Japanese staff work in unison to ensure quality and
deliveries. Following the transfer of various facilities from Japan
to Mexico, YMEX undertook initiatives that were led by the
Mexican staff dispatched to Japan with the aim of 100%
Quality Cost Delivery [QCD] attainment. These initiatives
proved to be successful and enabled YMEX to satisfactorily
attain QCD for the two vehicle models for which production
started-up in 2006.

As another significant achieverment in 2006, YMEX garnered
three awards from NNA (Nissan North America, Inc.), including
the Most Improved Award, Zero Defect Award, and Master
Quiality Award. These awards were instrumental in instilling the
local staff with confidence and pride.

Additionally, by standardizing the know-how cultivated from
production start-ups, YMEX was able to establish systems for
attaining QCD for the start-up of other vehicle models and for
models of other companies. At present, whenever new projects
are carried out, numerous staff from various bases are
dispatched to Japan and simultaneous activities are undertaken.

Numerous automakers have now set up operations in
Mexico, which is positioned as a country offering low-cost
production. In the future as well, automakers are expected to
make further inroads and capital investments in Mexico.

Fully utilizing its technological capabilities, human resources,
and standardized systems, as a "suspension manufacturer"
YMEX aims to secure component orders from automakers
while carrying out operations with all employees working in
unison as it strives to achieve further growth.

2 Thailand

@ 2-1 History of Yorozu (Thailand) Co., Ltd.
(YTC)

For the Yorozu Group to expand sales, bases in Asia are
essential for responding to the demands of automakers that
procure components globally from Japan, North America,
Europe and China. Accordingly, Yorozu decided to set up
operations in Thailand based on our judgment that in the
future Thailand would be an important region serving as the
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center of Southeast Asia. Nevertheless, we started our
operations in Thailand even though we had yet to confirm
orders for components.

During the second half of the 1990s, when Yorozu was
considering setting up operations in Thailand, the Thai
government's Board of Investment (BOI) was seeking to
attract foreign capital and was thus implementing a policy of
authorizing the establishment of 100% foreign-capital
enterprises in the so-called Zone 3 industrial estates. This
policy was one of the primary factors influencing our decision
to set up operations in Thailand. Yorozu was the first to set up
a 100% foreign-capital enterprise under this scheme.

Specifically, Yorozu decided to set up operations in the
Eastern Seaboard Industrial Estate (ESIE) situated in Rayong
Province in southern Thailand. Subsequently, automakers and
auto components manufacturers congregated their bases in
this estate, and ESIE developed into the "Detroit of the East."

To set up our operations in Thailand, we commenced a
feasibility study in 1995 and then established wholly owned
Yorozu (Thailand) Co., Ltd. (YTC) on June 5, 1996.

At this time, the main types of companies being established
in Thailand were joint ventures with local major enterprises.
However, then Vice President Akihiko Shido, turned down a
joint venture request from Siam Nissan Automobile Co., Ltd.
and maintained a policy of establishing wholly-owned
company. This was because under joint ventures, the wishes
of local major companies tend to predominate the partnership
and Yorozu thus believed it would be unable to implement its
own independent policies to successfully operate a company
in Thailand under such a format.

Thailand's automobile industry was then undergoing rapid
expansion, with annual automobile production amounting to
approximately 590,000 vehicles (1996) and forecasts were
calling for automobile production to surpass one million
vehicles by 2000. In June 1997, YTC started operations
producing only four small-sized components (one for Isuzu
and three for Mazda). Nonetheless, YTC started out operations
based on expectations that a number of automakers would
eventually start production of new models in Thailand.

Around this time, however, dark clouds were beginning to
gather over the Thai economy. In July 1997, one month after
YTC commenced operations, the Thai economic bubble burst
due to the so-called "baht shock," when the currency
depreciated sharply along with the country's shift from a fixed
exchange rate to a floating exchange rate. This turn of events
gave automakers no choice but to significantly alter their new
vehicle production plans, delay production start-up dates, and
scale down production volumes. Naturally, the Thai economy
was entering a period of hardship and YTC's plans were

ERAIHEEDY T C
YTC at the time of the establishment

GRAND OPENING CEREMONY

AN AN COATR
bAIMCIMNEN PR

YTCDIZY RA—=TZD
YTC grand opening

severely derailed. Having previously experienced the Mexican
currency crisis in 1994, however, Yorozu drew on the lessons
learned to mitigate any adverse impact on YTC.

Even though YTC was only producing a few products, the
YTC grand opening ceremony was held on schedule in
December 1997.

Undeterred by this hostile climate, AutoAlliance (Thailand)
(AAT), a joint venture between Mazda and Ford, started
production of a one-ton pickup truck on schedule in April
1998. One notable feature of the Thai market is a relatively
high proportion of commercial vehicles, due in part to a luxury
tax imposed on passenger vehicles. Having yet to engage in
full scale production in the true sense of the word, YTC found
itself having to suddenly start production of 70 components.
Production thus began with a sense that "every day was like
being in a war zone."
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From this point forward, Thailand and YTC began recording
consistently high growth. The "baht shock" caused domestic
sales of vehicles in Thailand to plunge to 144,000 vehicles in
1998, from 589,000 in 1996. However, sales subsequently
rebounded and continued expanding to reach 703,000 units in
2005, while production volume that year surpassed one million
vehicles for the first time, reaching 1,125,000 vehicles.

In time, automobiles and automobile components evolved
into an important export category for Thailand.

@ 2-2 Rapid Development of YTC

YTC secured successive orders for vital security
components in step with the development of the automobile
industry in Thailand. Since start-up, YTC's operations were
centered mainly on workers and the utilization of low-cost
labor, including for transport. Nonetheless, the main reason
YTC earned the trust of customers was its adherence to a
policy of using welding robots rather than humans to assure
quality. Initially, almost no component manufacturers used
robot welding in Thailand. Because of YTC's use of robots,
automakers realized they could entrust the manufacture of
auto components to YTC with a sense of reassurance and
thus YTC came to be recognized as a manufacturer of vital
security components.

YTC secured orders from General Motors (Thailand) Limited
for front suspensions for the Zafira, marking the start of its
Phase-2 Project. Utilizing Yorozu's hydroform core technology,
production of this hydro-suspension required a 5000-ton
hydroforming press, the first such press introduced in
Thailand. Under the Phase-2 Project, YTC expanded its plant
in December 1998 with the approval of the BOI.

Before receiving this authorization from the BOI, in
November 1998 GM Chairman J.F. Smith visited YTC, his first
visit to any Yorozu company. YTC held numerous preliminary
discussions with GM security right up to the day of Chairman
Smith's visit. Although his visit was a short 13 minutes and 20
seconds, this seemed like an eternity for YTC. Upon listening
to a well-crafted explanation of how YTC manufactured GM
products, Mr. Smith concisely replied "Very good," and then
departed.

Later, in April 2002, YTC earned the "World Wide Supplier
of the Year" award from GM in recognition of YTC's
outstanding QCD. YTC was the only company in Thailand to
garner this award and among a mere 91 companies
worldwide.

In 2001, YTC received an order from the Toyota Group
(Toyota Motor Thailand Co., Ltd.) for suspension components
for the HI-Lux. This was the first order ever received by the

2002F48(ICGM#ELDZEL
fz TWorld Wide Supplier of
the Year]

In April, 2002, YTC earned the
World Wide Supplier of the Year
Award from GM

Yorozu Group from Toyota. Around the same time, Toyota
began aiming its pursuit tactics at Isuzu, which had maintained
the number one position in the Thai market for one-ton
pickups for roughly 20 consecutive years. Toyota also started
its Innovative International Multi-purpose Vehicle (IMV) Project
for developing the IMV in Thailand and exporting this vehicle
worldwide. This was also Toyota's first global strategy vehicle
developed overseas. The following year, in April 2002, Isuzu
(Isuzu Motors Co. (Thailand) Ltd.) inaugurated production of
the D-MAX, which later become a hugely successful product.

In June 2001, YTC received authorization from the BOI for
its Phase-3 Project and further expanded its plant, while
making its first overseas deliveries as it began supplying
Suzuki Indonesia.

Finally, in July 2004 Toyota began the long-awaited
production of the Hilux VIGO under the IMV Project. The Isuzu
D-MAX and Toyota Vigo are both global strategy vehicle
produced in Thailand and exported to countries around the
world. Annual production of these cars rose to 400,000 to
500,000 vehicles and YTC and other components
manufacturers were hard pressed to increase and strengthen
production facilities to keep pace with this production
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increase.

Later, YTC continued to secure successive orders in
Thailand and overseas markets and advanced to its Phase-4
Project. Upon receiving authorization from the BOI, YTC
further expanded its facilities and then began deliveries to
Mitsubishi Motors and GM-Holden (GMH) in Australia and
Honda Canada.

Riding the wave of motorization in Thailand, YTC has
achieved steady growth and now supplies 10 automakers.
YTC's favorable location in the ESIE, which as mentioned has
been dubbed the "Detroit of the East," is one important factor
that has provided impetus to this growth.

@ 2-3 Establishment of Yorozu Engineering
Systems Thailand (YEST)

Along with the expansion of the Thai automobile industry,
competition gradually mounted and demands for cost
reductions by automakers intensified. In order to respond to
customers' needs, Yorozu Engineering Systems (Thailand)
Co., Ltd. (YEST) was established in November 2002. This has
enabled the production of dies and assembly of facilities to be
completed internally, contributing to reduced costs and
startup times, as well as increased competitiveness in
Thailand.

Producing suspension components for vehicles entails the
processing of thick, high-tensile-strength, steel sheets.
However, there were virtually no companies in Thailand
capable of producing these components. Furthermore,
because suspensions serve as a vital security component,
Toyota and other Japanese-affiliated manufacturers had to
import these from Japan. However, the intensification of
already fierce competition between Toyota and Honda in
passenger cars and between Toyota and Isuzu in the 1-ton
truck market prompted each company to implement a policy
of procuring tooling locally to enhance competitiveness.

The establishment of YEST represented one facet of the
strengthening of the Yorozu Group's global procurement
structure for tooling. YEST's first order was for components
received as part of Toyota's IMV Project, under which Toyota
is carrying out worldwide marketing of vehicles developed in
Thailand.

YEST has achieved steady growth and in 2006 it secured
orders for the 182-model die and for 23 assembly facilities. To
respond to demand for global procurement, YEST is building a
comprehensive business structure in the tooling field as it aims
to further expand its business.

3 China

China was the third country chosen by Yorozu for setting up
an overseas base in the company's position as an
"independent suspension manufacturer." We became an
independent suspension manufacturer by acquiring all Yorozu
stock held by principal shareholder Tower Automotive in 2004
and by ending capital alliances and keiretsu (family company)
ties with automakers or major auto parts manufacturers.

@ 3-1 First Feasibility Study

Almost certain that Nissan would set up operations in
China, in September 2002 Yorozu management decided to
form a feasibility study team for establishing operations in
China and to dispatch this team to China. The team was
formed prior to any official announcement from Nissan.

The project to set up operations in China was named the
Lon Project. This name was chosen because Lon means
"dragon" in Chinese and the plan likened China, which was
poised to achieve growth and development, to a rising dragon.
In addition, the game of Mahjong, which originated in China, is
decided by Lon, and the China Project also integrated our
strong desire to win.

Consisting of three members, the feasibility team was
headed by Team Chief Masamichi Sakamoto, who was
Manager of Asian Business and a Yorozu Executive Vice
President (job titles at that time), and also included Hideo
Ilwanami, General Manager of the Corporate Strategy Office
and a Vice President, and Hironori Hayashi, Deputy General
Manager of the Corporate Strategy Office.

Prior to its departure to China, the team faced the major
task of selecting the destinations it would visit and making
necessary appointments. However, although Nissan had
determined its principal business partners, it had yet to
officially announce intentions to set up operations in China.
Moreover, we had no contact with Fenshen Automobile Co.,
Ltd., a joint venture between Chinese state-owned Dongfeng
Motor Corporation and Yulon Motor of Taiwan. Also, even if
there would have been contact, the team would not have been
able to effectively communicate because of the language
barrier. Moreover, the feasibility team lacked a firm grasp of
local geography, and arranging local hotel accommmodations
proved difficult. The team thus got off to a faltering start.

In determining the route for its inspection tour, the feasibility
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Top: President Akihiko Shido surveys the proposed
site
Bottom: President Akihiko Shido (center) and the
vice-head of Huadu region (left), checking division of
the proposed site
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team decided it would start out in Guangzhou, Guangdong
province, assuming Nissan would set up operations in this
region and because Honda had already established a joint
venture there with a local automaker. The team also traveled
to the Shanghai region, which accounted for 35% of
automobile production in China at that time; Shiyan, the
location of Dongfeng Motor Corporation, which was expected
to become Nissan's joint venture partner; and Xiangfan, where
Dongfeng Motor Corporation was already producing the
Nissan Bluebird. In total, the team traveled approximately
6,000 kilometers within China, a long distance that was
unthinkable in Japan.

@ 3-2 Decision to Set Up in Huadu, Guangzhou
City through a Three-Company Japan-
Sino Joint Venture

Starting from the first Feasibility Study, the feasibility team
reported to the Board of Directors on the results of numerous
market surveys, surveys of business partners, the selection of
candidate locations, and surveys of the environment for staff to
be posted in China. The Board of Directors gave its official
approval to set up operations in the Huadu region of
Guangzhou, Guangdong province, where Nissan and
Dongfeng Motor Corporation had finally announced they
would establish a joint venture.

On May 1, 2003, the China Preparation Office was
established of which Vice President Hiroshi Takahara was
appointed manager.

Preparations for setting up operations in China were carried
out under SPP, which serves as Yorozu Action Guidelines. In
September 2003, a three-company joint venture contract signing
ceremony hosted by the government of Huadu was held to
mark the establishment of a joint venture, Yorozu Bao Mit
Automotive Co., Ltd. (YBM), by Yorozu, Shanghai Bao Steel
International Economic & Trading Co., Ltd., and Mitsui & Co.

In addressing the audience at the joint venture ceremony,
President Shido stated, "To further raise YBM's product-
development capabilities and production-technology
capabilities, the joint venture will fully utilize our partner
Shanghai Bao Steel International Economic & Trading's steel
and Mitsui & Co.'s global logistics and sales networks for
steel, a principal raw material, and actively export products to
international markets." This was followed by a concise account
of the course of events leading up to the creation of the joint
venture by the three companies as well as the purpose of the
joint venture. Mr. Shido also touched upon management
policies and emphasized the following points.

"I sincerely hope that YBM will 1) serve as a foundation for

&L EMER. =HYE. ZHO3HICRDERR
#IDFEEN (20034F9529H)
T GRAZNECEHT DEHASHE

Top: Signing of joint management contract by three

companies, Bao Steel International Economic &
Trading, Mitsui and Yorozu (September 29, 2003)
Bottom: President Akihiko Shido signs the joint
venture contract

strengthening mutual economic cooperation and technical
exchanges among the Chinese and Japanese investment
partners, 2) apply accumulated know-how and leading-edge
production technologies and utilize facilities and efficient
operational management methods, 3) aim to manufacture auto
parts centering on suspensions and supply these to
automakers within and outside of China, and 4) contribute
significantly to the boundless prosperity of the citizens of
Guangzhou and the Huadu regions."

YBM, which combines the names of its founding
companies, was thus born in this manner. Also at the
ceremony, a dignitary from the Huadu government made a
comment for good fortune, saying, "If you dig a well, you will
find Yorozu (10,000) treasures."
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Ground-boring survey at YBM
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President Akihiko Shido breaks ground

12,600nfIC5A V1K
A production line inside the 12,600m-building
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@ 3-3 Commencing Operations as an
Independent Suspension Manufacturer

Following the formation of a National Land Use Rights
Transfer Contract with the Huadu Bureau of Land and Building
Management in December 2003, ground-breaking for YBM
was held in April 2004.

At this same time, YBM inaugurated activities in China as
the spearhead for executing the Yorozu Group's global
strategy. Tapping its excellent technical personnel and
abundant labor force, China of course was continuing to grow
as an enormous market with its population of 1.3 billion and as
a supply base for the world.

China's automobile industry was also recording continuous
growth, and forecasts called for ongoing expansion. Given this
prognosis, YBM's mission was to thus commence operations
as quickly as possible.

In March 2005, YBM commenced operations along with the
start of production of Nissan's compact car, TIIDA, at
Dongfeng Motor Co., Ltd. YBM's operations at this time
resembled the pitter-patter steps of a small toddler. Although it
contained a big-island line for front and rear suspensions,
YBM's 12,600n1-building was initially still too large and had a
significant amount of unused space.

@ 3-4 High Hopes for YBM: "Born Small, Grow
Large"

YBM was born as our smallest overseas production base

2005 2006 2007
(4EF&_~Fiscal year)

(plant), but plans call for YBM to become larger than
envisioned in our initial plan (First phase: Yorozu makes
investments equivalent to ¥ 700 million).

Under our current "nurturing plan, YBM's net sales and
profits are surpassing actual initial production plans.

The hopes of all Yorozu Group employees that YBM can
achieve growth are encapsulated in the watchwords "Born
Small, Grow Large."

YBM has eliminated its accumulated loss in just the second
year of operation, which is a truly amazing feat for an overseas
base. With everybody sharing a sense of a common purpose,
YBM is making its utmost efforts to achieve further growth as it
pursues its "filial duties" to its parent companies.

@ 3-5 Now in a Growth Phase, YBM Will Be Put
to the Test

Based on the assumption that YBM would achieve large
sales increases exceeding its initial plan, it was also necessary
for YBM to expand its building and increase and strengthen its
facilities and equipment.

In accordance with YBM's medium-term plan launched in
2006, a resolution for Phase 2 investments was approved at
the fifth YBM Council (corresponds to a general meeting of
shareholders in Japan together with a management council)
held in September 2006. The total amount of Phase 2
investments was approximately ¥ 3.3 billion and YBM entered
a growth phase also supported by an approximately ¥ 1.3
billion capital increase.

These investments were primarily for an expansion of
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800-ton and 400-ton tandem press
lines

YBM's building (10,000m), two 800-ton lines, and three 400-
ton large tandem press lines as well as a specialized assembly
line for Dongfeng Motor's new model vehicles. Expansion of
the building began in December 2006 and was completed in
July 2007. Concurrently, the installation of the tandem presses
was also completed. In 2008, the assembly line was installed
to respond to the start of production of four new-model
vehicles. In stark contrast to when it commenced operations,
YBM now operates a total of seven lines, which include three
30-m big-island lines and four 50-m big-island lines. YBM has
now emerged as a major production center on par with
Yorozu's other main plants.

Gearing up for the start of production of four new-model
vehicles, YBM has designated 2008 as a year in which it will
be "tested by fire" and is promoting a fighting spirit among all
employees as it makes preparations for battle.

In his New Year's address, YBM President Hironori Hayashi
told all employees "Our building and facilities are now in place.
I am counting on each of you to devote your fullest efforts to
ensure we avoid the situation described in the Japanese
proverb 'plowing the field and forgetting the seeds.""

@ 3-6 Contributing to the Local Community -
Honored as an Excellent Company and
Having Outstanding Managers

YBM received good news at the beginning of the year in
2008. YBM and President Hironori Hayashi received three
awards presented by the Huadu government and the Industrial
Park Committee. Specifically, from approximately 100 local

EBEER00IEET FALE

=

RELZR(TDOMERE FIEDS4AE)

President Hironori Hayashi (Left side of front row, fourth)

companies, YBM was one of only five companies selected as
a FY2007 Excellent Company and one of seven chosen as An
Excellent Tax-Paying Company while Hironori Hayashi was
among five persons selected as Outstanding Managers. Only
two companies, YBM and chassis parts manufacturer Unipres
Corporation, had the honor of winning three awards.
Expressing his feelings about earning these awards, Hironori
Hayashi noted, "What pleases me above all is that the criteria
for selecting an excellent company included the category of

‘employee social norms'.

2008EHMEEDITRBEL
50m>1 >

Big-island 50m line for new 2008
types of a car
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1 The challenge of cost-
competitive monozukuri

As part of the Nissan Motor Co., Ltd., keiretsu, Yorozu had
refined its technologies along with Nissan in response to the
demands of the times. As a trusted manufacturer of chassis-
related parts, especially suspensions, the company
ceaselessly pursued the activities necessary for monozukuri
(skilled manufacture).

After entering the 1990s, however, Nissan Motor Co.
sharply cut production from its previous 3 million units in
Japan and abroad. Nissan's worldwide share plunged, and the
automaker fell into a critical state. Over the eight years starting
in FY 1991, it posted a profit only twice (in FY 1991 and FY
1998).

In light of this dismal state of affairs, the goals of
monozukuri at Nissan Motor Co. and Yorozu shifted to
improved cost competitiveness, which would decide the
survival of the companies.

@ 1-1 Background of the activities

The Japanese economy entered a period of low growth in
the 1990s, and the maturity of the domestic market sharpened
international cost competition. With changes in the outside
environment depressing profits, the automobile industry had to
make an all-out effort to halt this trend. As profit structure
worsened at an unprecedented rate, business took on aspects
of a test of strength.

Monozukuri companies could not survive without reforming
their production structures. In order to secure stable profits
during this era of "price destruction," companies were forced
to reexamine their measures on structural reform in
monozukuri.

In particular, shifting cost-cutting activities from their
conventional focus on variable costs to an all-out effort on
systemic improvement focused on cutting fixed costs was an
urgent task. Yorozu developed such activities within the
company as "activities to build a synchronous production
system."

& 1-2 Aims of the activities

The aims of the activities were to thoroughly eliminate
waste, in other words, to reduce work that does not add value
(work that customers do not pay for) to zero, and to build a
robust production system unaffected by changes in the
environment. In concrete terms, this meant starting with
product flow, finding congestion and waste in transport that
would not be noticed without repeated inspections, exposing
every flaw in the production system, and improving and
eliminating them so that they would never occur again.

For example, production begins immediately before delivery
dates based on customer final-delivery labels at the production
site, without information processing within the company. This
eliminates the need for support from indirect sectors,
simplifying the production system from manufacturing through
delivery.

In order to achieve this, building strong plant management
(six types of management, including quality assurance and
facilities management) and creating a "wellborn" production
system in upstream sectors (development, technology, quality
assurance, and production management sectors) were
essential.

Yorozu pushed the creation of this "wellborn" production
system in three phases.

Aims of Phase 1 activities
Phase 1 activities aimed to build up the production system
in entire factories. In other words, these activities aimed to
thoroughly eliminate waste in production lines.
Themes
® Production system improvement starting with the flow of
goods (congestion and transport)
e Comprehensive improvement of the three mainstays,
production control, engineering, and site control
® Reduction of control points for congestion and transport
(includes integration of processing)
® \/isual control
Aims of Phase 2 activities
Phase 2 activities aimed to cut indirect work.
Themes
® Production system improvement starting with the flow of
Semi-direct/indirect work (information)
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® Review and standardization of the division of work
® Turning work into daily routines
Aims of Phase 3 activities
Phase 3 activities aimed to cut factory costs.
Themes
® Production system improvement starting with the flow of
costs (money)
® Pursuit of accrued expenses and countermeasures
against them
® Resetting of each source of costs

€ 1-3 Format and history of activities

Phase 1 activities clarified the proper shape of waste-free
production lines. The three mainstays of the activities
(production control, engineering, and site control) were divided
into 50 categories in accordance with this model. Yorozu
implemented the activities in stages over three years, with a
grading system. Phases 2 and 3 were to be implemented after
Phase 1 had created some basic infrastructure.

Activities began in 1995 with the Nakatsu Plant as a model
factory. In 1997, Yorozu expanded the initiative to the Oyama
Plant, and beginning in 1998 the company implemented its
horizontal development in domestic and overseas subsidiaries.

2 The next step:
responding to the NRP

In response to Nissan Motor Co.'s Nissan Revival Plan
(NRP) announced in October 1999, Yorozu developed and
implemented the Yorozu Survival Plan (YSP). The year 2000
was a difficult year for the company as it faced unprecedented
difficulties and numerous problems. It was a year that would
determine Yorozu's very survival.

During FY 2000, Japan's real gross domestic product
(GDP) grew by 2.0 percent. According to research by the
Nikkei Inc. capital investment was the main reason for this
growth. On the other hand, because Japanese corporations
held more than ¥ 50 trillion in excess plant and equipment,
industries such as steel, shipbuilding, and automobiles had no
way to augment their capacity. With this variation among
industries, most people believed that it was impossible for
many companies to expand. While private-sector demand
displayed mildly favorable indications, it was still unclear
whether the economy had shifted to a full-fledged, self-

sustaining recovery driven by private-sector demand.

Looking at the bottom lines of Japan's seven major
automakers in FY 1999 (ending in March 2000), Toyota Motor
Corp. fared well, but profits were down for the others. Nissan
Motor Co.'s big losses particularly stood out. For FY 2000, the
automakers planned on increases of 5~9 percent on a sales
basis, but concern that the strengthening yen would pressure
profits forced them once again to face a difficult business
environment.

In the auto parts industry in FY 1999, even though the
number of automobiles produced in Japan fell 0.4 percent
from the previous fiscal year, the (consolidated) revenues of
the nation's 70 major auto parts makers grew by 4.7 percent.
In Yorozu's case, however, revenue grew but profits declined.
Revenue increased by 4.5 percent, but consolidated current
income dropped sharply, by 50.8 percent. This was the first
loss for Yorozu since it was founded, and it was a major one,
with six Yorozu Group companies in the red.

Just as Yorozu was facing this difficult situation, Nissan
announced its revival plan.

@ 2-1 The aims of the Nissan Revival Plan (NRP)

The aims of the NRP were, in short, to sharply cut costs
and to utilize its technical prowess in an all-out effort to
develop new products, thus restoring the power of the Nissan
brand, raising world market share, and improving profitability.

When Nissan Motor Co. Chief Operating Officer (COO)
Carlos Ghosn announced the NRP, along with failure to fully
pursue profit, insufficient customer-first orientation, and lack of
a sense of urgency, he cited the stagnation of work that cuts
across functions, communities, and job titles as causes of the
company's poor results. In response, he had Nissan form
"cross-functional teams" (CFTs). Mechanisms such as this
activated communication across internal sectors and brought
to light issues that needed to be tackled.

In the purchasing sector, for example, issues such as
procurement (parts, machinery and equipment, services) on a
global scale and building relationships with parts
manufacturers based on market principles and competitive
level were brought out. In the manufacturing sector, Nissan
reexamined areas such as production capacity, allocation of
in-house and outsourced manufacturing, and the profitability of
investment effects. In the research and development sector,
issues such as selection of and concentration on core
competencies, the correctness of proprietary development,
and division of labor with Renault came to the fore.

As a result of these activities, Nissan demanded that its
keiretsu suppliers meet the following qualifications: 1) the
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ability to make drastic cuts in costs and to secure income, 2)
capacity for global production development and modular
production (the ability to carry out production at sites in Japan,
elsewhere in Asia, North America, Europe, and Latin America),
3) the ability to develop new products, 4) the formation of new
relationships, with an end to crossholding of stocks
(elimination of capital tie-ups), and 5) implementation of the
same cost-reduction activities at overseas production sites as
in Japan. To parts manufacturers, the policies of a 20-percent
cost reduction over three years (by April 2002), elimination of
capital tie-ups, and a 50-percent reduction in the number of
suppliers were particularly serious issues with direct impacts.

Yorozu saw the 20-percent reduction in cost as an
extremely high hurdle. On the other hand, it saw policies such
as joint development with Renault (ACI) and the reduction of
parts manufacturers (from 1,145 companies to 600) as
opportunities that could spur the company to leap forward.

Yorozu therefore decided to accept the NRP in a positive
manner. The company judged that if the Yorozu Group united
and its employees all worked together to steadily implement
the Yorozu Survival Plan (YSP), it could take the lead over
other companies in cost competitiveness. There was thus
much to gain from tackling the NRP positively.

@ 2-2 Setting the Yorozu Survival Plan (YSP)

In April 2000, Yorozu set forth four vital policies in its
Medium-term Management Plan (FY 2000~2002): 1)
improvement of management systems, 2) enhanced marketing
ability, 3) improved product development ability, and 4) greater
cost competitiveness.

The Yorozu Survival Plan (YSP) was positioned as the
companywide policy to achieve 4) greater cost
competitiveness. Steady implementation was necessary.
Study for the YSP began the previous year, immediately after
announcement of the NRP. To promote the plan's
implementation, six subcommittees (on design, factories,
general management, tooling, purchasing/product distribution,
and overseas subsidiaries) were set up under the Promotion
Committee Chair and Promotion Supervisors. The
subcommittees refined and set out concrete goals and action
plans.

Yorozu provided Nissan Motor Co. with detailed plans for
complying with the NRP, including target cost reductions,
implementation periods, and categories of price reduction, and
committed itself to carrying out those plans.

The six subcommittees and their major (initial) activities were
as follows.

Design Subcommittee
Target cost reduction: ¥ 1.3 billion
e Promote PIA activities, including CDM
® Collaborate with the Nissan 3-3-3 Promotion Office
e Promote the development of cost-cutting technologies
® Review evaluation standards
Factory Subcommittee
Target cost reduction: ¥ 1 billion
® I[mprove indirect and direct productivity
e Modify labor composition
® Promote Yorozu Production Way (YPW) activities
General Management Subcommittee
Target cost reduction: ¥ 500 million
e Strategically secure and redistribute personnel
e Use information technology (IT) to integrate and simplify
work and shift it online
e Effectively utilize assets
Tooling Subcommittee
Target cost reduction: ¥ 400 million
® |mprove pre-tooling study
e Get products right the first time, without adjustments
Purchasing/Product Distribution Subcommittee
Target cost reduction: ¥ 1.5 billion
® Reduce costs through collaboration with parts suppliers
e Examine global parts purchasing
® Develop new business partners
® | ower the cost of prototype parts and service parts
® Reduce logistics costs
Overseas Subsidiaries Subcommittee
Target cost reduction: separate

In April 2000, to start the new fiscal year, each workplace
and the Headquarters held a YSP Kickoff Meeting. At the
meeting, Yorozu President Akihiko Shido explained the YSP
and asked for the cooperation of every employee. He vowed
that Yorozu would be united in its efforts to reach the plan's
goals.

Furthermore, Shido explained that the action principles,
SPP (Speed, Positive, Profits), that he demands from Yorozu's
employees are vital in order to steadily implement the YSP.

If we act quickly and always think positively when we act,
the company will be profitable (Yorozu President Akihiko
Shido).

He added that in order to comply with the NRP within the
limited time available, an action plan clarifying each employee's
goals and roles was necessary, and that the company must
not forget to create mechanisms for horizontal development
and standardization.
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@ 2-3 Development of the YSP

With the full participation of Yorozu's employees, the YSP
was bringing results by March 2001, a year after its
implementation. Yorozu therefore revised the target cost
reductions to be met under the FY 2001 Medium-term
Management Plan upwards, from ¥ 4.7 billion to ¥ 4.8 billion.
Further revisions in light of the ongoing progress of the plan
led to final cost reductions of about ¥ 5.8 billion over the two-
year period of actual activity ending in March 2003.

Not everything, however, went smoothly. Yorozu moved
forward with the knowledge that it could not survive unless the
YSP were steadily implemented. The darker side of this
knowledge was the difficult decisions that it forced the
company to make.

In its Japanese restructuring, Yorozu had to consolidate
and eliminate distribution bases, closing the Tsurumi
Warehouse; shift its machinery sector to Yorozu Engineering,
closing Shonai Yorozu's machinery sector and the
Headquarters machinery factory; implement an early
retirement system; sell off its underutilized real estate
(dormitory, company housing, land, etc.); outsource some
work (turning fixed costs into variable costs); and consolidate
and eliminate domestic production sites, closing Fukushima
Yorozu. Implementing the early retirement system and closing
Fukushima Yorozu were particularly wrenching necessities.

Meanwhile, because business conditions differed for
overseas affiliates, the YSP had to be implemented separately
from the action taken in Japan. Overseas (in North America),
the standards for cost reduction differed from those in Japan.

In Japan, the ability to meet large orders and add value to
products were considered along with efforts to reduce costs,
so Yorozu could negotiate reasonable conditions and prices.
Overseas, however, a 20-percent reduction in purchase price
was an absolute condition, with no room for negotiation.

Moreover, in Japan, Yorozu could obtain cooperation on
price from the manufacturers of parts it needed, but it was
only possible because there was a feeling of solidarity
regarding difficulties to be overcome. That was unlikely
overseas.

Development of the YSP was therefore slower overseas,
especially in North America, and Yorozu's local affiliates went
into the red. Time was required for them to catch up.

3 Shifting from "survival" to
"'success"

Development of the YSP in Japan steadily produced results
beginning in its initial fiscal year. At first, not every employee
was certain that the plan would enable Yorozu to meet its
goals. The company united under the decisive leadership of its
President, Akihiko Shido, however, and produced results.

During the autumn of 2001, the second year of the YSP's
implementation, the idea that "after survival comes success"
began to grow within the company's core management.
Yorozu decided that in order to make itself "a small but
excellent company, global in its presence," it would turn the
YSP into a "strategy for success" when the three-year plan
that began in April 2000 was complete.

Yorozu had implemented the YSP, staking the company's
survival after receiving Nissan Motor Co.'s NRP on the struggle
to develop and promote the plan. However, by always keeping
the SPP principles for action in mind while grappling with the
YSP, Yorozu had not only steadily improved its
competitiveness, it had opened the way to sales to Japanese
companies other than the Nissan Group.

In its 2003 Medium-term Management Plan (for FY 2003~
2007), Yorozu set the goal of revenue of at least ¥ 100 billion.
It is no exaggeration to say that Yorozu owes Nissan's Mr.
Ghosn some thanks for its ability today to set a realistic goal of
being a " ¥ 100-billion company."

Rolling revisions have been made to the Medium-term
Management Plan for each new fiscal year. In FY 2005, the
company posted revenue of ¥109.6 billion, with consolidated
operating profit of 3.3 percent. This was the first time that
Yorozu's (consolidated) revenue passed ¥ 100 billion, and it
was important that the company reached the goal even before
the plan called for it. Although the achievement was partly
because of business conditions, so the company cannot yet
boast of its strength, the path for Yorozu Group to take further
leaps forward has become clear.

Yorozu's goals now are revenue of ¥ 110 billion with
consolidated operating profit of at least 6 percent. It will
continue promoting the New Yorozu Success Plan.
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— 3IOXFI4SVR (YTC)
Yorozu (Thailand) Co., Ltd.

— AORXIVIZTFUIIVRATLXIALSVR (YEST)
Yorozu Engineering Systems (Thailand) Co., Ltd.

1 Overview

Japan entered the age of motorization in the 1960s.
Japanese automakers began doubling and redoubling the
number of cars they produced. Auto parts manufacturers were
hard pressed to keep up with the expanded production of their
keiretsu parent companies. They had neither the time nor the
means to expand sales outside their own keiretsu.

After the oil crises of the 1970s, however, the maturation of
the Japanese new-car market and trade friction with various
countries during the 1980s led Japanese automakers to
aggressively expand overseas. This caused concern about

Yorozu Service Corporation

Yorozu Mexicana S.A. de C.V.

05 | iBiER
Blue: Affiliated companies
0= JIL—TaH

Black: Group companies

stagnant new car production in Japan and about the hollowing
out of Japanese industry.

Under these circumstances, Yorozu aimed for further
growth by expanding sales outside its keiretsu and by
developing overseas in conjunction with the automakers'
foreign production systems.

Yorozu expanded sales outside its keiretsu by obtaining as
new customers Toyo Kogyo (now Mazda) in 1981, Fuji Heavy
Industries (Subaru) in 1984, and Isuzu Motors in 1986.

Yorozu's overseas expansion began with the establishment
of CYC (now YAT) in Tennessee, USA, in 1986. Subsequently,
the company expanded into Mexico, Thailand, and China. This
expansion contributed significantly to the acquisition of new
customers. It led to orders for parts for GM's Saturn in 1990
and for Honda Canada's Odyssey in 1998.

The most dramatic changes, however, were brought about
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in 1999 when Yorozu's keiretsu parent company, Nissan

Motor Co., announced that it was breaking up the keiretsu and

ending its capital tie-up with Yorozu under its "Revival Plan."

This ended the guarantee that there would always be a certain
amount of orders from the parent company. On the other hand,
it freed Yorozu from the keiretsu's yoke, enabling the company
to market its products freely. Customers were freed from having
to look at the company as "Nissan's Yorozu" and enabled to
evaluate "independent Yorozu" solely on its own merits.

In addition, with the company's survival depending on the
results, every Yorozu employee from the President on down
worked to expand sales. This resulted in a succession of new
customers: Toyota Motor Corp. in Thailand in 2001, Mitsubishi
Motors Corp. in the USA in 2002, and Suzuki and Daihatsu Motor
Co. in Japan and Hino Motors (Thailand) in 2004. This meant that
Yorozu was doing business with all 11 Japanese automakers:
Nissan, Honda, Toyota, Mazda, Fuji Heavy Industries (Subaru),
Mitsubishi, Suzuki, Daihatsu, Isuzu, Hino, and Nissan Diesel. The
result was (consolidated) revenues approximately double those
Yorozu had achieved as a keiretsu parts manufacturer.

Obviously, Yorozu was able to rapidly develop these new
customers after 2000 because the entire company, led by its
President, shared a sense of crisis after the breakup of the
keiretsu and united to carry out marketing activities. In
addition, the following factors were among those making
possible Yorozu's rapid sales expansion.

(1) Beginning while it was still a keiretsu parts manufacturer,
Yorozu had been making low-key efforts to expand sales
outside the keiretsu, so the automakers were aware of the
company.

(2) Because Yorozu had expanded overseas before its
competitors (other keiretsu parts manufacturers),
automakers overseas had already added the company to
their options regardless of keiretsu.

(8) Because Yorozu had worked to enhance its developmental
ability in response to Nissan Motor Co.'s needs, it was
better than its competitors (other keiretsu parts
manufacturers) in that area.

2 Expanding sales to Japanese
automakers

9 2-1 Honda Motor Co.

Yorozu had been doing business with Honda Motor Co.

ever since it received an order for motorcycle parts in April

1958. In the latter half of the 1960s, however, with the rapid

increase in production accompanying the motorization of

Japan and surging exports, Yorozu did not have the capacity

to keep up with both Nissan and Honda. The company was

therefore forced to make a difficult choice between Nissan and

Honda. Because Honda Motor Co. had just entered the

automobile market, in 1967 Yorozu decided to end its

business with that company.

With that history, Yorozu always hoped for an opportunity to
revive its business with Honda. No chance presented itself,
however, until the 1990s.

In the USA, TAP (a Musashi Seimitsu US subsidiary that
manufactures ball joints; present MAP-MI) ordered pressed
parts for front Upper control arms for the 1996 CIVIC from
Yorozu in 1994. The delivery of those parts in 1995 made
Yorozu a tier-2 supplier and indirectly reopened the
company's business dealings with Honda Motor Co.

While Yorozu worked to further enhance its marketing, HAM
(Honda of America Manufacturing) was moving forward with
developing and planning for its Odyssey minivan for the US
market, which led to the request for an estimate from Yorozu.
In addition, marketing aimed at orders in both Japan and the
USA led to Yorozu transferring guest engineers to work on
rear sub frames. This created an environment in which the
company could meet HAM's expectations.

Honda (1st Purchasing Department Press Block Leader
Osuga) said the following on March 6, 1996.

The reasons that Yorozu has participated in the bidding
process but not gotten a contract are as follows.

1) In principle, suspensions are made by the manufacturer or a
keiretsu manufacturer.

2) In order to obtain a contract, Yorozu would therefore need
to have some characteristic that sets it apart from the many
other manufacturers that use pressing.

For example, this could be cost, it could be quality, or it

could be the ability to develop modules that incorporate the

entire chassis rather than just members, and so on.

3) The difference in cost is small, a matter of a few percent.
Looking to the future as well, this is not enough. We will not
place an order simply because an estimate is low.

In other words, Yorozu should clarify its selling points and

make them a reality.

4) At this time, Yorozu is competing against three other
companies, and we have not made a decision yet.

At the time, Honda Motor Co.'s only supplier in the USA
was the keiretsu affiliate F-Tech (F&P). Honda judged that in
order to develop vehicles specifically for the North American
market, it would need competing suppliers. It was therefore
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looking for partners, whether they were American or

Japanese.

Thanks to a unified Group-wide effort, in 1995 Yorozu was
able to obtain an order from HAM in 1995. Factors that
contributed to this success were small initial production at
2,500 vehicles per month (meaning there would be little effect
on the Honda Group as a whole), the fact that it was for a
North American specialty vehicle, lack of development
manpower for competing manufacturers, and willingness to
accept guest engineers.

The following elements of HAM's thinking at the time
brought the idea of building a relationship with Yorozu to the
fore.

1) Increasing the number of models would increase
developmental ability. This is limited with only the existing
manufacturers. Yorozu has outstanding developmental
ability and technical responsiveness, so asking for its
cooperation would be advantageous.

2) Price flexibility cannot be expected when purchasing within
the Group. On the other hand, Yorozu could contribute to
price flexibility with its global response and cost
competitiveness.

3) Honda Motor Co. was struggling with its sales during the
1990s, so it was necessary to hold down capacity,
including that of Group companies.

With Honda expanding its North American production
bases and introducing a succession of new North American
models (SUVs), Yorozu's orders climbed to 10 models. It also
received an order for aluminum front sub frames for the Acura
TL.

In Japan, Honda recognized Yorozu's success with top-
selling vehicles in the USA. In February 1998, it ordered
accelerator, brake, and clutch pedal parts for its Light car Acty
and van Vamos. This was an epoch-making occasion for Yorozu:
the reopening of business with Honda after more than 30 years.

Following that catalyst, Yorozu subsequently received
orders for hydroformed parts for the Stream and the CR-V in
Japan. Today, Yorozu supplies hydroformed CR-V parts to
Honda production sites around the world. Yorozu also
received an order for Stepwgn front suspensions parts. It
currently supplies six models.

Furthermore, Yorozu's orders from Honda expanded
globally, in Thailand in 2000 and in China in 2006. During this
time, Yorozu received awards for quality and delivery both in
Japan and overseas.

& 2-2 Toyota Group

Doing business with the Toyota Group was a long-held

dream of Yorozu's.

When Toyota Motor Corp. decided to build a plant in
Kyushu (now Toyota Motor Kyushu), Yorozu approached
Toyota in about 1987, asking that company to utilize the
geographically close Nakatsu Plant (now Yorozu Oita).
Although no deal was made at that time because of various
circumstances, Yorozu continued its sales activities.

This effort bore fruit in June 2000, when Toyota Group
affiliate Kanto Auto Works ordered members for the Toyota
Spacio. Although the order was limited to eight months, it
established an account with the Toyota Group, leading to
more business in the future.

Meanwhile, at about the same time, Toyota Motor Corp.
implemented a 100-percent local procurement policy in
Thailand in order to cut costs. Yorozu received orders for
suspension arms for the Hilux in July 2000, for arms for the
Corolla in April 2001, and for the Camry in February 2005. This
was Yorozu's first business from the Toyota parent company.

In addition, the order for Hilux parts led to an order for 19
different frame parts for the Hilux's successor, the IMV
(Innovative International Multi-purpose Vehicle) manufactured
by Hino Thailand.

Subsequently, in September 2005, Yorozu received an
order for Camry oil pans from the Toyota Group's Chinese
subsidiary Guanggi Toyota Engine Co.

In the USA, meanwhile, a supplier for Toyota Motor
Engineering & Manufacturing North America (TEMA) filed for
Chapter 11 bankruptcy. TEMA was studying whether to
procure the relevant parts from Japan, Thailand, or inside the
USA. Yorozu's performance on orders in Thailand was well-
regarded, so TEMA ordered suspension arms for the
Camry/Avalon from Yorozu. This was the company's first order
from Toyota Motor Corp. in the USA.

Deliveries to Toyota's Kentucky Plant began in May 2008.
Production in the USA totaled 550,000 vehicles, so this was
Yorozu's first massive order from Toyota.

While Yorozu was steadily expanding its business with the
Toyota Group overseas, in Japan the Toyota Group's Daihatsu
Motor Co. decided to build a new factory in Nakatsu City, Oita
Prefecture. Yorozu seized the opportunity to undertake
marketing activities and secured orders for suspension
members and suspention arms for the Hijet/Atrai. Yorozu did
not receive the orders merely because of the advantage of the
extremely close geographical proximity of Yorozu Oita and
Daihatsu Motor Co. They were also the result of Toyota's high
regard for Yorozu's developmental ability regarding
suspension arms and for the bush press-fitting method for
arms that Yorozu developed jointly with Kurashiki Kako Co.

During FY 2008, Yorozu Group sales to the Toyota Group
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ranked fourth, trailing only Nissan Motor Co., Honda Motor
Co., and GM.

@ 2-3 Suzuki Motor Corp.

When Suzuki was developing the new model that eventually
became the Swift, it turned its attention to Yorozu's torsion
beam type rear suspension members used in the Nissan
March. When it requested a quote from Yorozu, the order
conditions included supplying both Suzuki in Japan and
Magyar Suzuki in Hungary. Because Yorozu had no
production sites in Europe, it formed an alliance with ACI of
France, with which it collaborated on joint development of rear
suspension members for the March. Yorozu established a
global supply system in the form of joint development and
received the order in February 2003.

In Japan, meanwhile, Yorozu entrusted production to the
Suzuki-affiliated supplier Hiraoka Body Co., Ltd., which has
outstanding cost competitiveness, as its business partner.

Yorozu began deliveries to Suzuki in Japan in September
2004 and to Magyar Suzuki in Hungary through ACI in
November 2004.

Because production of the Swift subsequently expanded to
India and China, Yorozu licensed technology to JBML in India
and began deliveries through YBM in China.

In order to supply Suzuki worldwide, Yorozu thus built up a
global alliance network linking ACI (Hungary), Hiraoka Body
(Japan), JBML (India), and YBM (China), with Yorozu at the
core.

In May 2004, because Suzuki Indonesia thought highly of
the quality and cost competitiveness of YTC in Thailand, it
ordered front suspensions for the APV produced in Indonesia.
This was YTC's first export business.

In this way, business with Suzuki steadily expanded.

@ 2-4 Mitsubishi Motors Corp.

Years of sales activities culminated in December 2002 in an
order from Mitsubishi Motors Corp. for rear suspension
members for the US-produced Endeavor.

If only conventional manufacturing techniques were used,
Mitsubishi keiretsu parts manufacturers could have met the
demand. Mitsubishi Motors, however, was very interested in
Yorozu's hydroforming technology, which led to the contract.
This is the proof that hydroforming, a core Yorozu technology,
is very highly regarded.

The results in the USA were well-received, so in June 2005
YTC received an order for rear suspension members for the
Australia-produced 380.

3 Outlook

After Nissan Motor Co. broke up its keiretsu, Japanese
automakers, in particular Toyota, Honda, and Mazda, have
taken the opposite tack, working to reorganize and strengthen
their own keiretsu.

Vital safety parts such as suspensions are seen as
something that should be produced in-house. In Japan,
Toyota Motor Corp. produces almost all its own suspensions,
while Nissan Motor Co. produces about half of its own. Other
Japanese automakers are also bringing parts manufacturers
involved with vital safety parts and highly competitive parts
manufacturers into their keiretsu. It is becoming increasingly
difficult for new participants to break in.

The automobile industry is globalizing on a worldwide scale
and the shift to common and integrated parts is accelerating.
Yorozu must keep an eye on trends in global procurement,
including localized production, and utilize its strengths to
pursue its activities so that customers will continue to accept
it.
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1 YSP: survival

Since its founding, Yorozu's business had centered on
Nissan Motor Co., Ltd. Yorozu had grown and developed as a
so-called keiretsu manufacturer. Ever since the company
sought capital participation by Nissan Motor Co. in 1969 (25
percent at the time), it would not have been able to exist
without Nissan.

In October 1999, Nissan affiliated with France's Renault and
announced the Nissan Revival Plan (NRP) led by Nissan's new
Chief Operating Officer (COQO), Carlos Ghosn.

Within this restructuring plan designed to build sustained
worldwide profits and continued growth for Nissan Motor Co.,
two items would profoundly affect parts manufacturers. They
were "breaking up the keiretsu" (ending capital tie-ups) and
"sharply reducing costs and the number of suppliers." This
was a shock not just for Yorozu, but for the entire industry.

@ 1-1 Leaving the Nissan keiretsu and allying
with Tower Automotive

As described above, Yorozu had expanded as a Nissan
Motor Co. keiretsu manufacturer. It depended on Nissan for
the majority of its revenue. What would happen to that
relationship if the keiretsu were "broken up"? Would that
business continue? Would Yorozu even be able to survive? It
was a frightening time for the company. Amidst this
uncertainty, Nissan disposed of its Yorozu shares, ending its
capital tie-up.

In finding partners for capital tie-ups, Yorozu judged that
other keiretsu in Japan formed obstacles, so its only hope for
improving its bottom line was to turn to companies overseas.
However, there were major problems with developing capital
tie-ups with Japanese manufacturers overseas, so Yorozu
looked to foreign companies first.

There were offers from a number of funds. Since the funds,
however, generally operated by raising the value of their
investments and then selling them off rather than taking real
responsibility as stakeholders, Yorozu rejected their offers.
With auto parts manufacturers-no matter which side of the

ocean they were on—as colleagues in the automobile industry
there would be no such worry, and mutually supporting
synergy could result. Yorozu therefore decided to look to parts
manufacturers.

Fortunately, there were proposals from nearly 10
companies. With a giant foreign parts manufacturer, however,
Yorozu would be swallowed up, perhaps becoming just a part
of their Asian operations. The company therefore decided that
it wanted a partner that would enable it to protect the Yorozu
brand and increase its presence. It therefore eventually
decided on the major American parts manufacturer Tower
Automotive.

Once Yorozu chose a partner, it moved quickly. This is
probably because Yorozu was the first keiretsu parts
manufacturer to have its capital cut under the NRP.

The ending of its capital ties with Nissan Motor Co., Ltd.,
was the most serious incident (crisis) in Yorozu's history.
Fearing that stable orders would dry up, the company worked
aggressively to expand sales to automakers other than Nissan,
including companies overseas.

That effort succeeded. Yorozu's annual attempts since
1988 to sell parts to American and Japanese automakers in
North America bore fruit. Obtaining orders from Japanese
makers overseas led to further orders in Japan.

The result was that Yorozu went from receiving most of its
orders from Nissan Motor Co. to today receiving orders from
all 11 Japanese automakers. The company also expanded its
dealings with companies such as GM, Ford, and Renauilt.

Yorozu is grateful for the crisis of separating from the
Nissan keiretsu because it propelled the company to greater
unity and led to expanded sales.

€ 1-2 Taking on the Challenge of Cutting Costs
by more than 20 percent

The other item in the NRP involved reducing prices by more
than 20 percent.

To Yorozu, the scale of the reduction was inconceivable.
The company had no idea how to proceed.

At the time, Nissan Motor Co. explained that its revenues
were falling and that without changes the company itself was
in danger of going under. Yorozu existed because of Nissan,
and owed it a great debt of gratitude for bringing it so far.
Without a recovery by Nissan, Yorozu's further growth was
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inconceivable, so the company resolved that it must achieve
the goal, no matter how much it hurt.

In response to the NRP, Yorozu set forth its own YSP
(Yorozu Survival Plan) to bring the company together to work
as one on reducing costs. While "revival" may have been
enough for Nissan Motor Co., Yorozu needed to understand
that its "survival," its corporate life or death, was at stake.

Over the following three years, Yorozu worked on
"restructuring with no sacred cows," doing everything
possible to improve. It closed Fukushima Yorozu, which had
only opened in December 2000, and it implemented an early
retirement program. Many employees left Yorozu at that
time, and much pain was felt. The company made an all-out
effort to cut costs by at least 20 percent, and it reached that
goal.

2 YSP: a strategy for moving
from "survival" to "success"

This hurt the company's bottom line, however, resulting in
two consecutive years of losses on a consolidated basis. In
order to recover, Yorozu undertook drastic management
reforms beginning in FY 2008.

This management reform was advanced with two main
aspects, Production Revolution and Management Revolution.

The Production Revolution aimed to establish strong factory
floors, which are basic to a monozukuri (skilled manufacturing)
company, and adopted and adapted the Toyota Production
Way as the Yorozu Production Way (YPW) in order to become
an innovative and profitable monozukuri company.

The ideal was to continually innovate in production and
manufacturing, foster a spirit of improvement, and pass this on
to each employee as Yorozu's "DNA."

The Management Revolution aimed to do away with the
existing management style of each unit striving autonomously
to optimize itself and instead install a matrix organized by
function in order to optimize Yorozu as a whole. This would
create efficient and slim Group management.

Yorozu's management plan was refined, with management
reform as a basic premise, and the YSP was continually
developed as one of the President's major policies. Yorozu
took every opportunity to make it known both inside and
outside the company.

@ 2-1 Setting a new YSP

After the NRP, Nissan Motor Co. followed with Nissan 180
and the Nissan Value-Up Plan, maintaining and evolving its
efforts to rebuild and revive the company through corporate
reform. If reforms do not continue and develop, goals cannot
be met. In the same way, Yorozu converted the YSP from the
Yorozu "Survival" Plan to the Yorozu "Success" Plan as a
strategy to move from survival to success. Aiming to
strengthen Yorozu's developmental and technological ability,
expand the company globally, and further improve its
competitiveness, the plan promoted sustained activity.

Originally, the main goal of the "survival" YSP was to set out
action guidelines to meet the cost-reduction goals in Nissan's
NRP. After Nissan ended the capital ties between the two
companies, however, Yorozu was fundamentally on its own in
terms of acquiring customers and finding a path to ongoing
growth.

Corporations must seek permanent, steady growth, and
obtaining the profits that enable them to do so is a vital
mission. As a manufacturer, Yorozu's most basic issue was to
seek innovation in its foundation, monozukuri. At the same
time, the company realized that an action plan to secure
profits was becoming more important than ever.

Thus, from the perspective of setting forth the activities
necessary to emphasize profitability, the switch was made to
the "new YSP," away from the "survival" YSP under which the
strength of the entire Yorozu Group had targeted
comprehensive cost reduction.

The new YSP concept was implemented beginning in 2002.

In his spring greeting that year, Yorozu President Akihiko Shido
said, "The FY 2002 YSP is the last year of the three-year plan.
During the new fiscal year, | hope to change the perspective of
the YSP" (YOROZU company journal, no. 323).

Furthermore, Shido set profit goals for each fiscal year and
set forth the cost structure (manufacturing costs, development
costs, administrative costs) necessary to reach them. He
clarified the roles, target values, and schedules of each sector
and employee in meeting those goals. He also announced the
major policies he would promote, such as 1) innovation for
inexpensive monozukuri, 2) reform for a small Headquarters,
and 3) improved earnings from North American business.

@ 2-2 Medium-Term Management Plan
from YSP to the New YSP (FY 2004~2008)

Starting in FY 2003, the meaning of YSP changed to the
"Yorozu Success Plan." On the global level, the plan aimed to
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make Yorozu a ¥ 100-billion (consolidated net sales) company
by achieving superior cost competitiveness versus other
companies, improving Group companies including those
overseas, enhancing the Group's efficiency, and maximizing
the synergy of the strategic partnership with Tower
Automotive.

In 2004, the capital tie-up with Tower Automotive ended as
the two companies' contract on comprehensive strategic
cooperation expired in March 2004. Initiatives based on the
new, "success" YSP became full-fledged, and the Production
Revolution and the Management Revolution continued as the
two pillars of management reform under the plan.

The Medium-Term Management Plan for FY 2004-2008
set targets of ¥ 105 hillion in consolidated net sales and at
least 6 percent operating profit on consolidated net sales. By
working all-out to meet these targets, Yorozu was able to
meet the net sales goal in FY 2005, three years early.
However, this was partly because of the favorable condition of
a weak yen, so operating profit still fell short. Meeting all the
targets, including operating profit, is an important issue if
Yorozu is to achieve true strength.
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Establishment and Dissolution of Capital Alliance
with U.S.-Based Tower Automotive, Inc.
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1 Moving from
the Nissan Keiretsu to
a Foreign-Capital Alliance

@ 1-1 Shock of the Nissan Revival Plan
Becomes a Catalyst

The catalyst for moving from the Nissan keiretsu (capital
alliance) to a foreign-capital alliance was the Nissan Revival
Plan (NRP) announced in October 1999 by Nissan Motor Co.,
Ltd., which at the time was under the umbrella of France's
Renault.

Although the NRP contained a host of specific measures for
attaining the plan's objectives, the following two critical
measures had a direct impact on component manufacturers
within the Nissan keiretsu.

(1) Reduce procurement costs 20% within three years.

(2) Dissolve capital alliances with business partners and sell all
shares in these companies with the exception of four
companies.

Regarding the plan's targeted 20% reduction in the
purchase price of components, we had prior knowledge that
Nissan's operations were facing critical circumstances. At that
time, we felt that "If the parent company is unable to get back
on its feet, then we also have no future. Let's make a
concerted effort to support Nissan, even if this means having
to pay a heavy toll." Acting on this belief and with President
Akihiko Shido urging employees to think of everything in
positive terms, we viewed this situation as a test that would
determine our own survival and believed that if we could
overcome these trying circumstances, we would gain a strong
global competitive edge.

From a different perspective, however, Yorozu had
achieved many years of growth and development as a
manufacturer within the Nissan keiretsu, and the ramifications
of the dissolution of our capital alliance with Nissan were not
immediately realized. Influenced by reactions around us,
however, we gradually acquired a growing sense of danger
and we began asking ourselves what will happen to the
ongoing existence of our own company if we terminate our
relationship with Nissan, on which we rely for most of our
sales.

@ 1-2 The Partner Desired by Yorozu/
Pursuing Alliance Synergies

We were subsequently told by Nissan to "Search by
yourselves for a purchaser of your stock. If you will not seek a
buyer, then we will sell our Yorozu shares anywhere we can."
We were well prepared to handle this situation and took a
forward-looking approach considering that we wanted to
become independent before other companies did so. We
asked ourselves what type of company we should partner with
to ensure future growth. Fortunately, we were approached by
a number of companies, which facilitated the process of
finding a suitable alliance partner. First, we focused on
narrowing down our list of candidates.

The basis of our policy for determining an alliance partner
was to survive under the name Yorozu and carry out
independent operations. We also emphasized the following
three points.

(1) Aim for global development. In undertaking business in
overseas countries, we knew we would encounter
differences in cultures, customs, and languages. Because
of this, we realized there would be limitations on our
business if we carried out operations under a partnership
with a Japanese company and therefore we sought to
pursue a partnership with a foreign-owned company,
despite the various hurdles to be faced in doing so.

(2) Investment funds aim to raise the value of their investee
partner company and then sell their investment. Such an
arrangement would prevent Yorozu from fulfilling its
responsibilities to stakeholders. As a company deeply
involved in monozukuri, Yorozu thus preferred a partner that
also manufactured auto parts.

(3) We were concerned, however, that if our prospective
partner was an overly large company, Yorozu would be
completely devoured and merely exist as one business
division within that company. This would jeopardize
Yorozu's ongoing presence and prevent us from
maintaining independence. Taking these factors into
consideration, we decided to search for a mid-sized
company.

Based on the aforementioned conditions, we engaged in
negotiations with Nissan. As a result, we narrowed down our
list of candidates to two companies, including Auto Chassis
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International (ACI), of France, and Tower Automotive, Inc., of
the United States. ACI was originally the chassis division of
Renault, but had been recently spun off as a wholly owned
Renault subsidiary. Renault and Nissan both recommended
ACI as a partner and strongly asserted that Yorozu should
accede to their wishes because Nissan accounted for 80% of
Yorozu's net sales and was the largest Yorozu shareholder
with more than 30% share in the company.

However, Yorozu maintained its policy of independent
operations. Internally, to elevate Yorozu's name to a world-
class brand, we launched a project for determining the ideal
shape of our strategic alliance, carried out repeated
deliberations that also included the involvement of consultants,
and were confident that Tower Automotive was our best
partner.

To this end, Yorozu made efforts on three occasions to
persuade Nissan by explaining the synergies we expected to
derive by partnering with Tower Automotive.

Through the strategic alliance with Tower Automotive,
Yorozu expected to achieve five synergies.

1) Sales synergies through joint activities for securing orders
We expected to increase opportunities for expanding
sales and to achieve increases in net sales by mutually
sharing customers and undertaking joint sales activities.
2) Production synergies by supplementing each other's
production base regions
This alliance would facilitate the mutual utilization of
management resources, namely Tower Automotive's bases
in Europe and South America, Yorozu's bases in Japan,
and both companies' bases in Asia and North America.
3) Development-related synergies by undertaking joint
development and mutually supplementing development
resources

By promoting joint development and using development
resources together, we were seeking to raise the quality of
development while reducing development expenses.

4) Procurement synergies (cost reductions)

By carrying out joint purchasing, we expected to reduce
material procurement costs.

5) Management synergies by assimilating Tower Automotive's
management methods

We sought to promote active communication and mutual
enlightenment. We believed that we could learn about
global management methods from Tower Automotive and
that acquiring world-class competitiveness would also lead
to the further growth of Renault and Nissan.

In deciding against the proposals of Renault and Nissan, we
asserted that we foresaw few synergies with ACI, which
carries out operations mainly in Europe, and that there needed
to be an outside injection of capital to improve Nissan's cash
flows.

€ 1-3 Strategic Alliance with Tower Automotive

We encountered various troubles along the way in trying to
decide on an alliance partner, but ultimately we chose to make
an alliance with Tower Automotive on September 21, 2000.

Established in March 1993, Tower Automotive is a global
manufacturer of auto parts, mainly frames, suspensions, and
metal components for vehicle bodies. In 1997 Tower
Automotive's sales tripled as a result of the purchase of
Automotive Products Co., an auto parts manufacturer and
member of the A. O. Smith group (established in 1874), which
consequently received significant attention in the industry. At
the time of making the alliance, Tower Automotive operates
development and production bases worldwide, including 30
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From left: Senior Vice President Kuniaki
Sasaki (Nissan), President Akihiko Shido
(Yorozu), and Vice-President Jim Arnold
(Tower Automotive)
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bases in North America, four in Latin America, 15 in Europe,
and 12 in Asia. With 16,000 employees, Tower Automotive
recorded sales of $2,532 million in 2000. At the time, Tower
Automotive's principal customers were Ford, which
represented 37% of total sales, and Daimler Chrysler (31%),
but it also had relationships with GM (5%), Fiat (4%) and
various other Japanese-affiliated manufacturers such as
Toyota (3%), Honda (2%) and Nissan (1%).

The world's automakers were progressing with optimal
procurement of parts and asking parts manufacturers to
further raise development capabilities and global supply
capabilities as well as to supply module components. Meeting
these demands was thus an indispensable prerequisite for
Yorozu, which had now separated from the Nissan keiretsu
and was resolved to become a global supplier. To ensure we
could satisfy these conditions and attain our objectives, we
selected Tower Automotive as our partner under a so-called
strategic alliance.

Through this alliance with Tower Automotive, we hoped to
generate numerous competitive synergies. We also anticipated
significant results in strengthening design and development
technology capabilities, a theme on which we placed particular
emphasis, through joint efforts in R&D and the mutual use of
development facilities.

In undertaking joint activities for securing orders and
mutually supplementing our production bases, we believed
that by combining our production bases with those of Tower
Automotive, we could further broaden Yorozu's global
network, expand our business domains, mutually utilize
assets, and reduce our required investments.

We also focused on the internationalization of management
and believed the application of global management, including
the personnel exchanges, would solidify our foundation for
independence.

Although not everything went exactly as planned, the gains
for Yorozu through this alliance were nonetheless significant.

In pursuing sales synergies, Tower Automotive expanded its
orders from Nissan, but this did not translate into an increase
in orders for Yorozu from any other company because of
various anti-trust-related issues.

We did achieve substantial synergies in production. In North
America, production of structural components for orders
received by Yorozu was carried out at Tower Automotive's
plants, while orders received by Tower Automotive in Japan
were produced at Yorozu's domestic plants.

Similarly, we also realized notable synergies in development.
Tower Automotive operated an analysis center in India and we
used this facility for Yorozu's analysis work. At the same time,
one Tower Automotive staff was permanently posted at

Yorozu in Japan and acted as an intermediary with the Indian
analysis center while also carrying out analysis-related work.
Also, Yorozu and Tower Automotive promoted technology
exchanges, which included conferences on aluminum. Yorozu
also made use of Tower Automotive's testing facilities.

One particularly noteworthy achievement resulting from
development synergies was a project in which Tower
Automotive received an order for a frame and Yorozu received
an order for the suspension that attached to this frame, which
was then fitted to a vehicle. Yorozu's and Tower Automotive's
production prototypes were joined together and testing was
carried out. This testing was truly groundbreaking because it
was performed by an auto-parts manufacturer rather than an
automaker, which has traditionally been responsible for
conducting tests.

Synergies were also realized in purchasing. For example, by
combining the purchases of Tower Automotive and Yorozu,
we gained greater bargaining power in price negotiations for
steel materials in North America.

Our global management was also enhanced, as both
companies participated in each other's management
conferences and discussed an array of management issues.

Also, advice on U.S.-style management from Tower
Automotive benefited Yorozu in several ways, including the
ability to adopt a long-term perspective by extending the
scope of our medium-term management plans from three
years to five years. Additionally, by using economic value
added (EVA) as a measure for assessing corporate
performance and internal rate of return (IRR) as an index of
investment profitability, we established strict judgment
capabilities for our investments. In other words, we gained
numerous benefits that would not have been possible without
the capital alliance.

@ 1-4 Dissolving of Capital Alliance

Three years after Tower Automotive began participating in
management under the capital alliance, we heard from
external sources that Tower Automotive was seeking to sell its
shares in Yorozu.

Upon hearing this, we immediately discussed the issue with
Tower Automotive. In response, Tower Automotive announced
they were facing a shortage of capital resulting from the
development of their global operations and they were
considering selling Yorozu stock as one option for more
efficient capital utilization. Tower Automotive cited the following
reasons.

1. Cash flow had worsened significantly because of a rapid

business expansion through M&A.
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2. Tower Automotive could not secure joint orders because of
anti-monopoly laws as Yorozu and Tower Automotive were
regarded as competitors.

3. Tower Automotive was restricted by the alliance contract,
under which it was unable to obtain management rights
with less than a 31% equity investment in Yorozu. They
asserted that increasing their purchases of shares was not
possible without Yorozu's approval. (The board of directors
was composed of five directors from Yorozu and two from
Tower Automotive and thus Yorozu would win a majority
vote.)

Tower Automotive then asked Yorozu its intentions in an
official letter that stated, "Upon weighing the advantages and
disadvantages of continuing to hold Yorozu stock, we have
decided to sell this stock. Under the alliance agreement,
Yorozu has the right of first refusal and we ask whether you
will buy back these shares?"

Yorozu decided to buy back its owns shares in keeping with
its basic policy of "surviving as Yorozu" as well as adhering to
the belief that it could not fulfill responsibilities to
shareholders—basic conditions when we formed the capital
alliance—if shares were sold to an investment fund.

Nevertheless, commercial law places a number of
restrictions on companies buying back their own shares,
including the following three requirements.

1) A General Meeting of Shareholders must be convened

and the Articles of Incorporation revised.

2) The Board of Directors must approve a resolution and

the Tokyo Stock Exchange must be notified in advance.

3) Shares must be purchased through the market.

As any transaction negotiated between the two companies
was prohibited, the transaction needed to be carried out in the
market. Market transactions, however, carry a risk that the
shares could be bought by a third party, precipitating the need
to carry out these procedures without delay and to limit those
involved only to the related parties. In compliance, we
prepared a carefully detailed schedule.

On January 9, 2004, Yorozu posted the reference date in
"The Nikkei". On March 10, Yorozu held an extraordinary
General Meeting of Shareholders, followed by an extraordinary
Meeting of the Board of Directors and immediately notified the
Tokyo Stock Exchange. Moving with unprecedented speed, as
soon as the market opened on March 11, Yorozu successfully
repurchased its shares.

In a peripheral development, approximately one year later,
on February 2, 2005, Tower Automotive filed for bankruptcy
under Chapter 11 of the U.S. Bankruptcy Code, which
corresponds to the Civil Rehabilitation Law in Japan.

Looking back, it is now difficult to speculate about where

and how Yorozu's stock would have been disposed of had
Yorozu never repurchased its own shares and Tower
Automotive had still been holding Yorozu shares at the time of
its bankruptcy.

Perhaps we would be spending every day going back and
forth between New York and would never be able to lead a
settled life in Japan.

It is clear that we have made quick and accurate decisions
whenever we have faced difficult situations and that our solid
decision-making capabilities have certainly enabled us to
overcome obstacles and help support Yorozu.

Incidentally, around the same time that Tower Automotive
filed for bankruptcy, there were seemingly endless reports
about a number of U.S. auto-parts manufacturers that
reduced production due mainly to slumping sales of the U.S.
Big Three and that these parts makers were also preparing to
file for bankruptcy under Chapter 11.

@ 1-5 Prerequisites for Becoming a Truly Global
Supplier

In undertaking global operations, it is no longer possible to
carry out all aspects of our operations single-handedly.
Selecting a sound partner has become a crucial theme. Taking
into consideration all the matters mentioned to this point, we
will now describe our thoughts on future alliances.

In listening closely to the opinions of automakers around the
world, it has become evident that a new type of keiretsu
formation is steadily developing with the new watchwords
"good suppliers will try to streamline the number of suppliers in
their own camp."

To respond to this trend as an auto-parts manufacturer, it is
necessary to be strong and strengthen capabilities for
responding to change. Alliances are an effective method from
a long-term perspective as well.

For our discussion from here onward, we will categorize
alliances into "single-purpose alliances" and "comprehensive
alliances."

Single-purpose alliances are a common scheme with limited
objectives and time periods, and generally one party provides
technologies in exchange for compensation from the other
party. Under single-purpose alliances, there are several points
for consideration. First, it is essential to ensure that all
necessary matters are covered by the contract. Once again, it
goes without saying that a contract is everything when doing
business overseas. Any disclosure of know-how should be
kept to the absolute minimum and when dealing with matters
in this area it is essential that internal criteria be established
beforehand. Also, to ensure mutual consent and agreement by
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both parties, it is necessary to fairly determine remuneration.

Ordinarily, remuneration for technical blueprints and
technical materials is determined using piece costs for mass-
produced items. When personnel are dispatched to provide
instruction, payment is made on a lump-sum basis. This is
standardized to avoid any random haphazard approach.
Nevertheless, circumstances differ in each case and therefore
we take sufficient time in encouraging negotiations that ensure
both parties are in agreement, even though this approach
requires a significant commitment on both sides.

Regarding comprehensive alliances, based on our
experiences with Tower Automotive, there are numerous
aspects of such agreements whereby it is difficult to realize
benefits. When this type of alliance is formed, both sides seek
to mutually draw on the other party's strengths. Close
communication is key for determining each other's actual
strengths and weaknesses. Therefore, it is important to
establish a scheme that ensures mutual collaboration not only
among top managers of each company but also among all
divisions of both companies.

An alliance will not endure without give and take between
both parties. Thus, great effort and energy by both partners
are crucial in building a successful partnership. Additionally, it
should always be remembered that any agreement must
consider a worse-case scenario such as the bankruptcy of
one of the partners. While paying close attention to matters
such as these, we will continue to pursue a policy of
considering global alliances.

In conclusion, addressing the question of "why are we
pursuing alliances" we seek to break away from a principle of
self-sufficiency.

The market in the auto parts industry now spans the globe
and undertaking all aspects of our business single-handedly is
becoming inefficient. In other words, to effectively concentrate
our limited financial resources, it will be necessary to form
optimal alliances and promote the effective mutual use of
management resources.

As a prime example, when Daihatsu Auto Booly Co., Ltd.
set up operations in Oita, in Kyushu, Japan, we leased part of
the premises at Yorozu Oita Corporation to manufacturers in
the Daihatsu alliance who were unable to follow Daihatsu
because setting up operations was not feasible in terms of
recouping investments. Through mutual accommodation in
terms of using a portion of facilities and staff, Yorozu Oita and
these manufacturers are realizing mutual benefits.

Another example is work undertaken with Suzuki Motor
Corporation. As Yorozu has no base in Hamamatsu, the
location of Suzuki Motor's head office, we have formed
alliances with Suzuki-affiliated manufacturers and consigned

production to these companies. If components manufacturers
try to carry out operations entirely on their own they will have
to continually make one investment after another. In such a
case, it is easy to see that before long this would lead to a
decline in profits and severely exhaust the financial resources
of these companies. If this were to happen, the existence of
automakers would be jeopardized. The automobile industry is
a broad-based industry that creates numerous jobs. The
demise of such an industry would deal an immeasurable blow
to the Japanese economy.

Now, more than ever, competition and cooperation among
auto parts manufacturers is crucial. To become an excellent
company that is small yet global in its presence is hoped that
the true meaning of "breaking away from self-sufficiency" is
sufficiently understood and that each employee of the Yorozu
Group strives to strengthen our competitiveness and makes a
concerted effort to raise Yorozu's brand corporate value.
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OYPWDEL;EENELE The Evolution of YPW Activity
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The Production Revolution and the Management Revolution

The core principles of the management reform that began in
FY 2003 are a "Production Revolution" through the Toyota
Production System and a "Management Revolution" through
functional management.

The keyword is "standardization." Yorozu pursues
standardization in all areas of its work, aiming to raise quality
and efficiency. In all its actions, the entire Group's principle
(watchword) is "SPP" (Speed, Positive, Profits) as it strives to
construct a competitive Yorozu Group.

1 Production Revolution/
The evolution of YPW

@ 1-1 Aiming for innovation in monozukuri

Yorozu had aggressively pursued TQC and other quality-
improvement activities. Since 1995, the company has been
pushing its own systemization of monozukuri (skilled
manufacture) called the Yorozu Production Way (YPW) as it
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The evolution of the Yorozu Production Way
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Establishment of safety-first and innovative monozukuri
system by adopting Toyota Production System (TPS)
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-To improve competitiveness by raising quality and profitability

-To foster a spirit of improvement and pass it on as company DNA
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100 percent quality
assurance

works towards innovation in monozukuri.

The goals of YPW are first to ensure safety, and then to
improve competitiveness by raising quality and profitability.

The basic idea behind the YPW is "building a production
system that thoroughly eliminates waste and handles change
well." In order to achieve this, Yorozu is engaged in initiatives
on the aspects on-site management, 100-percent quality
assurance, and source management.

Amidst a rapidly changing business environment, however,
getting all members of the Yorozu Group to work together as
one with greater speed to advance the YPW all at once
became an issue. Beginning in FY 2003, Yorozu therefore set
forth the SPP principle for action as one of the mainstays of
production revolution, restarting the evolution of YPW.

@ 1-2 Adoption of the Toyota Production
System

In promoting the evolution of YPW, the previous method of
confining action within the company was seen as too soft, so
outside consultants were brought in. Yorozu adopted the
Toyota Production System (TPS), said to be the world's best

169



VIl RBEWE S THESS] & [WRIXY N

VIl Management Reform: The Production Revolution and the Management Revolution

YPWDEECld. SELEEZBNDODEESNZRAE
UCEANDUEN AV FEa LS EE—7. HEIRRICH
EATEDEATND, Fo. BRI - HREDAE
BRZIEUD. P—IOBEBEEOTBEFRKBEICDOVTCIE. £
DEEBEGAICERBHICEDHATND, INSIFTHT
CICRB UL [BEEFEIRES] [CBVTEEL TLD,
EHOEBEFRICUEDIFCIOEHFTHD. FJOXCH
78 "E/IKHODODNA" & UTHIET 2/EEICTH Do,

€1-3 YPWO;ZEHRE

YPWOEL RS S, RISEFRIFDSE. 15 - 7Y -
RR (BR) £RE - RA 2CR) ([CHUL. £ERESDN
E(CEEFS T, [FOXTIV—T2ESMOE2HIES ]
CUTERLTWLS,

TOFEBABICOVNT. [RSEE]. [2HmERE.
PEREZE] OSED ST D,

(MRIZSEE] OFHAT]

HERBDHITETHEF. [Jv A AT A L]
UIT) OEETCHRFODEKRITDAE—RTHDY T
YA LCHOBFEEEEZZERL VS ZETHD.
<TLREBFI>

LHOFBETOTRATHD IURABEFITIE. AVIVIC
KBDPULLAKDER HICEDWVWTCHERNLEEZDS U
feo

FIOEBERREE. TR C & ICZNZNOMKMAE
MAXZAE— RTOMTI. BIROEH SEEOKEET.,
[BIREOER] OER A T/NOY Mb. FEONEAE
[CHBEDHEATLD,

HEMMAXTOEEICIF. FE., #RORBEEEIT
<. BEREREPRBEE CE THEEINEN U, 555
BFF. EERMEPFIDND ol tNIEEB SIS ofc. O
NoHBRe. FRRDEFPUESEHZEL. Y-V
JEAEDI=Z 2T —Y 3V ZFND . UEERZRR
[CT4—RI\woUT, 8 - BTEDREL - EPY
—UV I DRE - RFOEZED]T,

170

TUREBFIDEELSNET —NCTHD [RBDKEHE] T
(&, BUEUTSHERED (B - 2D BEEEZED. A
ERMDIRR7Z SR BN [CE DV AR R EN—
AITHWEBMDEICID AT,

AV INVICLBDPULLANDZERIC (&, 1ERAP (77
23V TU— ) EMTDTEYDHZ I\ ZRNTWLEHN
FAITEFIE DIERE C KD TIHEAPOPIRARDRE S T
AEERERY AT LAORFEICLD,. U)LY A LTEEE
TERNI DV AT LICYIDER., JITEEZRRE U,
<HEITEBFI>

B - BR - ANDZEEFETIRE T HMEUMPITE. &
EUESA 2D [REBRIE] ZHEE LT,

K. BESAVIE "ZOF LAT7DMERICULT
Tl UDUIR(EZEA DDA TIE. LIDICELSDLD
e WDMZTeKEADLK DN EVSBRNS. [HEEKRD
EKRITBDY I NIALTEET D] [FEEUTEET D]
EVDEZXHIDAREL TV

ZZT. 2003 (FpL15) FENSDTPSEAZRIC,
SO NTA L FECEEZDS U, SAV VAT DN
BEUCREBEEZED Dfc KEBEILS A > &ldF. 18K
D "ZOF SAVEDEEHDBIcHDT. TDENT
5T NIA LICHDOETARERMZITV. 0 YA LE
EZENTDDDTH D,

Fle. FEEEEICDWVTE, [EDFE(] T
< MMERDFH(L] ZZERTDICHIC. 54V DRIHER
ERREENTIREIFDDE L, DYy FERD{EEDD
B CHRIMEZEICHE DA TS,

BERORTIESEDER. BHITITRETE. BEHIF5A
VNFBEES A TV EMNTKREBRBIEICHEIHAG ., B CHE A
(FDOTEEY I bYA LTOEBREEZIED ofc. T,
BRTAVTlE KEBBIESA2VDY T hIA LICHHE
TEERIVNRT7Z BERIL L. BESAVDho505|E
WO, BEFSANOH|IEDT I b A LTITADELD
([CEUTC, CORBBRBIES A VICKDBREETE. ¥
I NI A L CEEZERT 59— C. fEERROOR
ZIF LB MEICKD EEEAKIRICE EUTE,

MHIEFICIE. S SICABBIEDRZHBI B D2,

production system.

When adopting the TPS, the normal pattern for Japanese
companies is to implement it in Japan first and then spread it
to overseas locations. Yorozu, however, began simultaneous
implementation in Japan and abroad. As of today (2008), this
global effort to improve is in its sixth year.

With the adoption of the TPS, Yorozu added fostering a
spirit of improvement to its existing goals of ensuring safety and
quality, increasing profits, and improving competitiveness. A
"spirit of improvement" means that each employee in his or
her own position always has an eye out for any way that quality,
equipment, or anything else can be improved. It is a keyword for
carrying out autonomous work. The ultimate aim of the Toyota
Production System is human resources development. Yorozu
always bears this in mind as it carries out these activities.

A principle of YPW is involving all personnel in improvement
activities in order to raise each person's spirit of improvement.
Yorozu thus emphasizes education and training. Furthermore,
the company is actively working on education and training in
basic knowledge and technologies, ensuring that major
technologies such as arc welding are passed on to new
generations. This is carried out by setting up a "technical
education and training dojo" in each plant. Positioned within
the company's overall education system, they help ensure that

Yorozu's "monozukuri DNA" is passed on.

& 1-3 Overview of YPW activities

While action to evolve the YPW is devoted to the bottom-up
approach, i.e., the three "reals" (real site, real object, real
phenomenon) plus principles and rules, this is not limited to
the production floor. It is an activity in which all personnel of
the Yorozu Group participate.

OHIOXII -7 [RixH] EF!

The Yorozu Group's Bottom-up Approach Declaration

317
The Three "Reals"

BT BROFELE UTIBFANTE.

B ER T - Y TR ZHERR. 1B L.

R RRNWEDOBINEREFETER.

At the Real site: Go to the place where a phenomenon has occurred...

Look at Real objects: Confirm and understand real objects...
Realistically: Consider realistic, effective, optimal measures

4_

A description of these aspects, i.e., on-site management,
100-percent quality assurance, and source management,
follows.

Activities related to on-site management

The aim of the manufacturing floor is to utilize just-in-time
(JIT) production for leveled production matching the takt time
that is the customer's required speed.

Press fitting sector

The press fitting sector, which is a major Yorozu process,
aims for efficient production using ideas based on the pull
method using kanban.

Major topics of activity include processing at the maximum
speed of each press's capacity, shortening setup time, and
zero breakdowns. Lot sizes are being decreased and
packaging made more compact based on the idea that "post-
processing is our customer."

In order to produce at equipment maximum, improvement
activities were spread not only to the daily management of dies
and machinery, but also to the die and product design, design
development, and production technology sectors. These
activities to conserve and improve equipment and dies
promoted communication with the tooling sector, feedback of
improved results to sources, standardization and revision of
dies and tools, and greater efficiency in manufacture and
maintenance of tooling.

For the important improvement topic of shortening setup
time in the press fitting sector, Yorozu worked to improve time
efficiency on a second-by-second basis. The company
promoted this thorough external setup and machinery and
equipment automation, carrying out a detailed time analysis of
human and machine tasks in order to standardize work.

In order to accomplish the pull method using kanban,

2R
Principles and rules

[FIR, FRIICOo&ED:
RERPRICITICHES FICABEZ RIBHIURICFZF]D |
Follow principles and rules

Don't rely on experience and instinct alone!
Understand the essence of the issue and take swift action!
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Workers have authority to STOP the line
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Whenever there's a problem with the line, Stop-Call-Wait

Yorozu had used actual plates called action plates. By working
with its IT sector, the company developed POP-terminal and
stamping production instruction systems. Switching to these
new systems that enable the display of real-time production
instructions enabled the realization of JIT production.
Assembly sector

Welding, painting, and assembling are the primary
processes of the assembly sector. Yorozu promoted the
complete shift of these lines to a "big-island" line system.

Previously, Yorozu had set up its welding lines with a basic
layout of two parallel lines. However, from the perspectives of
efficiency and consideration of how fast work can be done and
how many units can be completed, insufficient thought was
devoted to the idea of leveled production matching the
customer's required takt time.

With the adoption of the TPS in FY 2003, Yorozu therefore
aimed for takt time and leveled production by shifting its line
layout to a big-island system. A big-island line connects the
conventional parallel lines, organizing work in accordance with
takt time and thus achieving takt time production.

As for leveled production, in order to achieve type leveling,
not just quantity leveling, line equipment specifications are
such that mixed flow production is possible, with one-touch
setup and technological standardization incorporated.

In the painting and assembly processes that comprise post-
processing after welding, the assembly line is laid out along
with the welding line in a big-island system. This enables
synchronous production of welding and assembly in a
complete takt time. Furthermore, painting lines were converted
to big-island lines in accordance with takt times, with painting
conveyors shifting to a "reserved seat" system. This enables
pick up from the welding line and supply to the assembly line
to meet takt time. This mixed flow production on big-island

lines not only achieved takt time leveled production, it
eliminated loss from work organization and reduced the
number of personnel needed, leading to major gains in
productivity.

In the assembly sector, Yorozu emphasized basic activities
such as standardization of all work, training in multiple skills,
and everyday process improvement in order to fully realize the
effects of shifting to a big-island system.

In-factory logistics

In order to achieve just-in-time (JIT) production, it is
essential to install infrastructure for a JIT supply transport
system.

The transport system inside Yorozu's factories was mainly
forklifts. Transport of large quantities, temporary inventory
inside the factory, and so on were major obstacles in moving
towards JIT production. YPW activities therefore replaced
forklifts with haulers that could make tight turns, switching to a
system that supplied and transported one load at a time.

For painted parts, hanger vehicles were used. The parts
were hung on hangers at the welding line, improving the
efficiency of the painting and assembly processes.

This promoted more compact packaging and a cyclic just-
in-time supply system, making a major contribution to
inventory reduction.

One hundred percent quality assurance

The basis of Yorozu's quality assurance is 100-percent
quality assurance.

In order to achieve 100-percent quality assurance, Yorozu
used its existing TQC activities as a base for factor
management and standardization of the "four Ms" of
production (men and women, materials, machines, and
methods). The company promoted improvement activities,
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The Evolution of the Production Revolution (YPW)/Effects of adopting the TPS
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going all out to build quality into process. Standardization was
based on the ISO/TS 16949 quality system. The entire
company worked to unify standards and raise their level. Since
abnormalities may still occur, Yorozu also set forth rules for
Stop Management. Yorozu thoroughly implemented day-to-
day management so that when an abnormality occurs,
workers can immediately stop the line and take on-site
countermeasures. Each big-island line is equipped with an
alarm to inform of the occurrence of an abnormality.

Yorozu set up a system so that data on everyday
abnormalities are analyzed and dealt with through QCC
activities and linked to source management.

Source management

Activities on the production floor bring various problem
areas to light, and countermeasures are implemented through
improvement activities. However, if the results are not fed back
to the source sector for product design and process planning
in the headquarters sector so that they can be improved from
"birth," real gains in competitiveness cannot be realized.

In the YPW activities, planning and study meetings are held
with the manufacturing sector for each milestone in a new
car's development schedule. Furthermore, the Headquarters
sector actively obtains information directly from the production
floor through participation in "two-day improvement" activities
and other initiatives in factories, using it to review technical
standards.

The tooling sector is aware that "the factory is our
customer," so it fully integrates production equipment and
peripheral devices, installing complete systems on-site.

As a concrete initiative to ensure safety and quality and to
realize efficient production processes and facilities, Yorozu is
working to convert standardization of safety equipment,
minimization of equipment size, and simplification of jig
structures to CAD data and collect technical standards.

Results of these activities

The evolution of YPW began anew in FY 2003 with the
adoption of the TPS. Based on the annual plan for the entire
company, it is promoted through TPS leadership councils
implemented at each location by consultants, as well as YPW
independent study at each site. As of March 31, 2008, a total
of 210 meetings had been held, with 15,000 participants.

Aggressive promotion of the evolution of YPW and
improvement activities are beginning to bring significant
results.

For example, over the five years from March 2003 to March
2008, Yorozu's worldwide productivity has increased 37
percent. In terms of personnel, this is equivalent to 800

people. This reflects the results of shifting to a big-island
system.

Furthermore, the value of inventory held has decreased by
40 percent, while the number of inventory days has dropped
from 7.1 to 4.0. Reduction of in-process inventory through
smaller size lots for materials, purchased parts, and presses
and synchronization of assembly and assembly have made
major contributions to this inventory decrease.

In terms of space as well, 40 percent represents a reduction
of about 28,000 . Shifting to a big-island system eliminated
dead space, with further decreases through layouts with
shorter distances between equipment and processes, and
minimization of equipment frontage in new designs.

These kinds of results are normally obtained through
investment in plant expansions for new orders. In this case,
utilization of unused space greatly reduced the necessary
investment, resulting in cost savings.

Excellent results are being obtained in terms of quality as
well. In particular, activities related to global standardization
have greatly improved the level of Yorozu's quality overseas.

The evolution of YPW has taken root as an ongoing
companywide activity, but Yorozu will continue setting higher
goals to further boost improvement activities and make the
company's workplaces safer and more comfortable.

Through the evolution of YPW, Yorozu works to deepen
worldwide communication, strengthen collaboration, and
promote standardization. Using internal and external
benchmarks in order to further solidify profitability and
competitiveness is an important issue. Furthermore, along with
aggressively developing improvement activities and raising the
spirit of improvement in all personnel, the company will work
on an ongoing basis on planning, promotion, and development
of human resources capable of self-examination. Yorozu
hopes to strengthen its fundamental basis for systemic
improvement.

2 Management Revolution

€ 2-1 Aiming for Group management that
emphasizes optimization of the whole

The other core principle of Yorozu's management reform is

"Management Revolution." It adds horizontal organization to
the Group's formerly vertical-only structure, aiming for
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management based on a matrix organized by function.

How to improve results (profits) for the Yorozu Group is the
company's most pressing issue. In order to achieve this, both
Japanese and overseas locations must avoid the trap of
optimizing individual units and tackle the urgent and vital task
of optimizing the entire Group. The Group's global
development has already reached the point where each
location simply making its own best effort will not suffice.
Yorozu must adopt management by function in order to build
a strong organization that can make decisions in the best
interest of the entire Group.

Automakers are increasingly positioning new models as
strategic vehicles for simultaneous worldwide development.
When Yorozu receives orders for parts for these vehicles that
span several countries, its production bases must have a
system for cooperation with each other. Some locations will
have to face going into the red, but they will be able to endure

these occasions in light of the good of the entire Group. From
a cash flow perspective as well, grasping the costs of each
function will improve precision, and setting optimization of the
whole as the standard should enable more efficient use of
funds.

@ 2-2 A global matrix organized by function

In building a global matrix organized by function, Yorozu
discussed the horizontal web of function from a variety of
angles. It narrowed these down to seven functions in order to
begin: sales, quality, R&D, Engineering, production, production
control, human resources, and Financial affairs. In the future,
changing environments might well necessitate revisions of
these classifications.

Yorozu placed personnel (function managers) in charge of
each of the seven functions to manage locations laterally.

OHEERI /O —/N L~ MU v 7 X4 A global matrix organized by function

ERII—T

North America

#% #E

Function

YA | YAT |[YANA| YAM |YMEX| YTC | YEST| YBM

Yorozu | Tochigi

IR, BTgESY by simultaneous development of R&D

iR 7% - [JO0-=)VULsEetE] [CEDL. &t - SSH—=%E58)
Sales - Corporate-wide sales activities based on 'Global Order Plan'
m B - AOXBERAV AT LDTO—/VVERICKDmED L
Quiality - Quality improvement by developing Yorozu Quality Assurance System globally
RESE - Hil CHATIL (BEF - EEEMORRHET) [CKIRER - REDE/ I DZEFRLIO—/LICER

- Realization and global development of the most speedy system manufacturing the best products

YGHO Production

- Z2ZER URBES SONENIDE EEFHSEIDE
& E - HEU LAY DEBREZ(EICRVEEY RT LDLD

- Ensuring safety and improving quality, profit-earming capacity, and competitiveness
- Elimination of waste and establishment of flexible production system

HEEE - HEE - J0—)\URiEaEE
(53 TIg) - TIE : 70— VURBEAEER
Production control - Procurement : Global optimum procurement

(Procurement. Routing) | - Production sequence : Global optimum production site

Human resource

A B - TADEEL] ([CKDAMBRE T IV—TROBEMBERNOZO—)UbO—FT—> 3>
+ Human resource development by promoting 'Improvement of qualification'
and global personnel shift to place the right person for the right place

- [EZEFEEC%LL L] ZERDARDHHRIZELE BFEDOED [T

B 7 - DI—TRNEEDERERIC K DB FEBEDHE
Financial affairs - Planning of measures to achieve '6% and over operating profit rate' and allocation of assignments
- Reduction of interest-bearing debt by effective utilization of fund of Yorozu group
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2. Built-in quality through standardized production equipment
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R, BR(CDVTIFZDEATHHIZEL IR EE
WCEc. NRIGHERBEDH LSO T, SELEREFIOE
HEPICB NS, [Z25E—] ZERLETDICEF. BICK
IEEDHEHZERBE Ul tiEINEE CAFBIEIC
RITICB I CENRYIEEEZEZA DN HTH b,

BFEEEZSBAEED. REZDHO TEETEDRIE
HEFHINELTIF. REDEEED YUY &5
CEFTERV, I]BE. TUREFITIE. T RABEIESEIC
BT BH300%DLRLREZDHEL AFHUMRS>] D
[ABEBICKDITUT7EYY—] [R2H—R] BEZHE
ABTEEBURICHELTWVND, IHIC. [RERIETF
TvII— K~ ZHV. EIB0RLEZBRFIVIT
ST EBRIRLIC,

[RETHRELEZEOD] F. Toeby - AV
T—7ZHEITIOXCES>TIFMBREREDVO EDTH D,
ZIT. fiEY 3 VERDLEAICE. KD [QCD+
D] [CZ&2D "S" #H&EEICHL Tz [SQCD+D] =B
fco

These function managers received many rights and
responsibilities, including allocation to each location of funds
related to their functions and authority over personnel. At the
same time, managers of each location received various rights
and responsibilities of their own. Each location thus had two
bosses, greatly changing the way work is done.

There was no established example of this kind of matrix
organized by function, so it was something of an experiment.
The reason Yorozu accepted the risk of taking on this
challenge is that management strongly felt the need to reform
the company's structure.

At the 20083 celebration of the anniversary of the company's
founding, Yorozu President Akihiko Shido offered the following
message to all personnel regarding management reform for a
competitive Yorozu Group.

We are working to reform our company culture into a
matrix organized by function. | believe that if this reform
takes hold within the Group, it will be a major Revolution for
the 21st century.

During the following year, 2004, Yorozu increased the
completeness of its management through the global matrix
organized by function and started the Yorozu Global
Headquarters Organization (YGHO) with the goal of
establishing the global matrix. Centered on the Group
supervisor (Yorozu President Akihiko Shido) in charge of all of
Yorozu, the YGHO supervises and supports areas (North
America, Asia and Japan) and functions (sales, quality, R&D,
Engineering, production, production control (procurement,
routing), human resource, financial affairs) so that both the
horizontal (function) and vertical (region) aspects of the matrix
can operate more smoothly.

With this organization and structure, Yorozu's worldwide
bases can work closely with customers, local communities,
and the production floor in order to provide accurate
information for quicker management decisions. Each location
will be responsible for brining in its share of profits.

@ 2-3 Improved quality and thorough
standardization

In order to raise the quality of all work, from the production
sector to the headquarters sector, each function manager is
engaged in standardization. The deciding factor in Yorozu's
global development is competitiveness. In two words,
competitiveness means quality and price. Standardization is
the key to achieving it.

Yorozu's principle is that at all work and management
methods at every Group location should follow the same
standards in all aspects. This means that, for example, when

there is new work requiring transfer of personnel or equipment,
the only time lost will be travel time, because work can begin
smoothly on the day of arrival.

Promotion of this Management Revolution is steadily
bringing results. The function of quality exemplifies this, as
follows.

In order to achieve synchronized global quality, Yorozu
carried out global development of its quality assurance system
based on the theme "quality improvement through
standardization."

The primary results were as follows.

1. Development of the quality assurance system and

standards

2. Built-in quality through standardized production

equipment

3. Implementation of thorough education and training on

quality standards

4. Guidance and supervision on quality

This resulted in quality at overseas locations rapidly
approaching the level of Yorozu in Japan in 2004, 2005, 2006,
and 2007.

@ 2-4. Creating safe and comfortable workplaces

It has become the custom at Yorozu's monthly Board
Meetings for "Safety" to be the first item on the agenda. This is
because of the company's view that safety, quality, and
productivity go together.

Yorozu has long emphasized standardization, which is
fundamental to safety. This includes not only manufacturing
plants, but also the mass production preparation sector and
the office sector. This is because Yorozu believes that the key
to realizing "Safety First" is to constantly review safety activities
and immediately implement needed improvements.

Unless standardized work is set forth and a comfortable
work environment created, excellence in quality and
productivity cannot be achieved. In the stamping sector,
Yorozu aims to be accident free by installing safety measures
such as two-handed buttons, photoelectric area sensors, and
safety guards at all production sites. In addition, the company
has begun using safety inspection check sheets for monthly
safety checks of each process.

Creating safe and comfortable workplaces is an essential
condition for Yorozu as it strives to be "an excellent company."
The company has therefore added an "S" for "safety" to the
front of its medium vision of QCD+D, making it SQCD+D
instead.
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@ Systems to promote CSR

"Fair and transparent corporate activities through high
ethical standards and respect for the law." Yorozu has always
respected this founding principle and spirit. Based on this
management stance, it has worked to gain the trust of
stakeholders (shareholders, employees, customers, business
partners, and communities).

Yorozu's development has been supported by its
stakeholders. The company took an early interest in initiatives
to meet its Corporate Social Responsibility (CSR) in order to
become even more widely appreciated by society. The 21st
century is an era in which companies must carry out their
business while discerning and responding to social changes
from a sustainable perspective and emphasizing maintaining
the trust of society.

Furthermore, Yorozu began promoting Management
Reform in 2003. While dealing with compliance from the
perspective of risk management, the company decided that it
needed to upgrade its systems for dealing with CSR. Yorozu
realized that it needed to fulfill its CSR from a global
perspective, which requires principles that all the companies of
the Yorozu Group around the world can share.

Yorozu therefore established the CSR Promotion
Committee (chaired by Yorozu President Akihiko Shido) on
April 1, 2005. The company thus enhanced its systems for
handling CSR and began implementing concrete measures.

The committee established four subcommittees, on
corporate governance, risk management, compliance, and
environment.

@ Issuance of the Behavior Charter and the Code
of Conduct

In December 2005, the Compliance Subcommittee set out
Yorozu's Behavior Charter and Employee Code of Conduct as
the company's first initiatives on CSR. They were issued as a
pocket-sized booklet to each of the Group's officers and
employees so that everyone would be fully informed.
Furthermore, the company implemented regular study
meetings and checklists covering more than 40 categories in
order to confirm adherence to the rules.

Corporate compliance means more than just carefully

obeying the law. Strictly obeying the law is a given.
Corporations are asked to constantly examine whether each of
their actions is proper in light of the law, and whether it is
morally socially appropriate. This depends on the autonomy of
each employee. The Behavior Charter and the Code of
Conduct were therefore issued so that they would serve as the
Yorozu Group's shared principles, as guidelines to prompt
each employee to regulate his or her own behavior.

In the Behavior Charter, the basic principles are of course to
obey the law and "to fulfill our social responsibility as good
citizens, obtaining the trust of all stakeholders and building
corporate value" based on the above-described management
stance.

The basic idea of the Code of Conduct is to strictly obey the
law, international agreements, and company rules and to
"behave in accordance with social norms and contribute to
society." Along with emphasizing obedience to the law rules,
the Code promotes respect for basic human rights.

When the Behavior Charter and the Code of Conduct were
issued, Yorozu President Akihiko Shido strongly warned
against "covering up or hiding improprieties or mistakes" and
"deliberately ignoring problems or failing to develop measures
to prevent reoccurrence." In light of this, the company
upgraded its mechanisms to promote compliance
management. In January 2006, Yorozu implemented an
internal notification system called the "Yorozu Hotline" for
prompt response to difficult problems that cannot be easily
solved through ordinary organizational channels.

@ Establishment of an Internal Auditing Office

Around this time (May 2006), a new Corporation Law was
passed to systematically and drastically reexamine the proper
form for various corporate systems from the perspective of
responding to changing socioeconomic situations.
Furthermore, the so-called J-SOX Law (rules for internal
controls) applies beginning in the fiscal year ending in March
2009. "Guaranteeing the reliability of corporate financial
reports,” in other words, creation of internal control
mechanisms to control the risk of improprieties in work related
to financial reports (falsification or errors) became an urgent
matter.

In light of these trends, Yorozu worked to establish a CSR
promotion system that incorporated an internal control system.
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The basic policy on setting up an internal control system was
to ensure proper work by using the Yorozu Group Behavior
Charter as the guideline for daily operations.

Based on the action policies of its four subcommittees, the
CSR Promotion Committee developed activities to further
enhance internal legal compliance, risk management,
information disclosure, and so on.

In May 2006, Yorozu established an Internal Auditing Office
to regularly audit the actions of the CSR Promotion
Committee's subcommittees and report to the Board of
Directors. The company thus began enhancing its systems for
monitoring, managing, and assuring the status of activities in
an organization where work is managed by function.

In terms of risk management, Yorozu already had
mechanisms (a 24-hour rule, etc.) for estimating, classifying,
and quickly and accurately transmitting information in
accordance with its Crisis Management Policy. In the event of
an unforeseen occurrence, the company's President is to
head up a task force in order to prevent the spread of damage
or harm and minimize the situation. Furthermore, the
establishment of a corporate officer system clarified
responsibilities such as the transfer of administrative authority.

@ Initiatives on safety and the environment

As for safety and the environment, Yorozu has obtained ISO
14001 certification for all of its workplaces and is working to
maintain and develop those activities.

Furthermore, like product safety (quality), or even more so,
employee safety from the perspective "Safety, quality, and
productivity go together" is assigned the highest priority for
discussion in board meetings. The normal state of affairs in
board meetings is to discuss "safety" issues first, followed by
"quality" and then "profit." This is because even if profit grows,
it will not necessarily make Yorozu a welcome presence in
society. Therefore, if there is even a small safety-related
problem, it is only natural for a board meeting to tackle it
without begrudging the time involved. Entire days are often
spent on such problems.

Yorozu aims to "create safe and comfortable workplaces."
When a defect or an accident occurs, the company
immediately works from all angles, including equipment,
materials, and production methods, to find the cause and
respond to it. In order to advocate and implement "Safety
First," it is essential to pursue root causes at the board
meeting level and take basic steps to prevent a reoccurrence.
Finally, the company's top management must visit the factory
floor, and if there is a case that affects workplace safety,
investigate the effectiveness of measures taken to prevent a

reoccurrence and make sure they are implemented at all
locations. Obviously, if the measures are ineffective, they will
be revised.

The CSR Promotion Committee renamed the "Environment
Subcommittee" the "Safety and Environment Subcommittee”
in order to clarify and strengthen the entity responsible for safe
operations, in other words, for "creating safe and comfortable
workplaces."

@ The dissolution of the CSR Promotion
Committee

Subsequently, in preparation for full implementation of the
J-SOX law, the CSR Promotion Committee was dissolved in
order to strengthen the internal control system by assigning
responsibility for corporate governance to the Board of
Directors, for compliance, risk management, and the
environment to the CSR Promotion Office (established June
2008), and for safety to the Human Resources Department.

The new CSR Promotion Office took on work that had been
performed by the CSR Promotion Committee, as well as
developing action guidelines for work organized by function,
carrying out monitoring, and so on.

In these ways, Yorozu worked to establish internal control
systems to enhance its fulfillment of Corporate Social
Responsibility (CSR) on an organization-wide basis.
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The years from 1998 through 2008 were a period of
advancing globalization for Yorozu as it expanded its
production bases in North America and Asia. In order to
ensure the same levels of safety, quality, and productivity in
each of its locations even as it sought technological innovation
and dealt with different cultures and customs in different
countries, Yorozu pursued standardization.

1 Product development

& 1-1 Development of rear beams

Rear suspensions on FF cars during the 1990s used mainly
parallel link strut suspensions in midsize vehicles and five-link
suspensions in small vehicles. After the Toyota Prius used a
torsion beam suspension (hereinafter called a "rear beam"
suspension) in 1997, however, rear beam suspensions

HEY—FRU7E—LA

Rear beam for the Nissan March

became the most common type in domestic Japanese
compacts.

Yorozu first became involved with rear beams in 1998,
when some of its people worked as guest engineers at Honda
Motor Co. They participated in the development of a rear
beam for the Honda Insight. As will be described in more detail
below, Yorozu had received an order for modules including
everything up to detachable brakes. This joint development of
the Insight's rear beam was followed by development of rear
beams for the Nissan March.

In 1999, Yorozu began joint development of rear beams for
the 2002 Nissan March along with France's Auto Chassis
International (ACI, now part of Renault). The March's chassis
was a shared platform with Renault. ACI handled production in
Europe, and Yorozu in Japan. Although ACI was in charge of
development, ACI designers worked side-by-side with Yorozu
designers at Yorozu. Yorozu took the lead on aspects such as
refining production conditions and testing. It was the
company's first time working on joint development with a
foreign supplier. Although there were any number of
difficulties, from different work styles to completely different
CAD systems, Yorozu, Renault, and Nissan were able to form
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a viable three-company system for the project.

The construction of the rear beam itself was unique. It
featured a copperplate crossbeam with a V-shaped cross
sectional design and multiple weight-reducing holes.

Yorozu was recognized for its developmental and technical
prowess and subsequently received orders for rear beams for
the Nissan Cube, Tiida, Lafesta, Note, and Serena, Honda
Thailand's Fit Aria, and Suzuki's Swift.

@ 1-2 Development of suspension modules

Yorozu's history of delivering modularized suspensions
began in 1992, when it started providing rear suspensions and
link assemblies at YAT (then CYC) for GM Saturns. In 1996,
Yorozu began producing rear suspensions for Pontiac, and in
1998, it started producing front suspensions for the
Saturn/Opel LS.

In Japan, Yorozu started somewhat later. It began
producing rear beam modules for Honda Insight at Oyama
Plant in 1999.

For the Pontiac rear suspensions and Insight rear beams,
Yorozu included everything up to detachable brake units.
Demands on clamping torque management were very high.
Yorozu adopted a method using computers to store all such
fabrication conditions, enabling simplified follow up in the
unlikely event of a defect. For the Pontiac rear suspensions,
Yorozu affixed bar code labels with that data to each part,
guaranteeing their quality.

For the Insight rear beams, Yorozu adopted a method using
fully-automatic inline checking and management for spindle
attachment surface toe-in and camber angle status, which
directly affect driving stability. This inline checking has taken
root as the basic form of Yorozu's rear beam production.

The Pontiac rear suspension modules and Saturn Opel LS
front suspension modules weighed more than 35 kg, making it
difficult for some workers to lift them. Yorozu therefore realized
a fully-automatic production system utilizing handling robots to
remove parts from tools and align them in containers. This
included an automatic conveyor system for the containers.

@ 1-3 Development of aluminum suspensions

1. Background and simultaneous activity

Early in the summer of 1998, Nissan Motor Co. proposed
that Yorozu tackle the development and mass production of a
lightweight all-aluminum rear suspension. The suspension, for
the mid-sized North American FF model Altima, would be
completed and readied for mass production at YAT (then

CYQC).

Yorozu had designed and produced an aluminum rear
suspension member for the Nissan Mid-4 concept car for the
1987 Tokyo Motor Show, but it had no experience with mass
production of aluminum suspensions. Having received
suggestions for the new aluminum suspension's structure and
concept from Nissan, Yorozu began simultaneous
development and manufacturing activities (incorporation of
production technology in design) with Nissan in order to
accumulate the technical expertise for development and
construction and to establish precision of manufacture and
quality assurance for mass produced products. Simultaneous
activities were carried out weekly for about a year. They
involved repeated research, inspection, prototype
manufacture, and demonstration testing as Yorozu battled trial
and error and time in order to establish the new suspension's
structural design and strength analysis, press and welding
processing technology for mass production, and quality
assurance.

The basic structure and specifications of the all-aluminum
rear suspension member developed were as follows.

® Press-processed front and back cross members

® Side member with hydro-formed pipe material

® Extruded collar

® Press-processed link brackets

® Part weight: 12.75 kg

e Arc welding length: 9,512 mm

® Parts: 31
2. Components on the way to mass production

The road to realization of mass production was by no
means a smooth one. All fabrication conditions (both stamping
and welding) required precise management. In setting the
production parameters for weld quality stabilization, Yorozu
found them frustratingly different from those of steel, requiring
a great deal of time for development. On the individually
stamped pieces, gaps in fittings or failure to properly clean
surfaces had subtle effects on weld quality. When welding, the
high thermal conductivity of aluminum meant that subtle
differences in cooling speed or product temperature affected
weld quality and dimension accuracy. These effects were
characteristic of aluminum, so they required repeated trial and
error to overcome.

By raising the level of Yorozu's overall production
technology, however, production at YAT (then CYC) began on
schedule, and the company's first all-aluminum member was
born. At the time, it was a core technology for Yorozu as the
company produced about 300,000 units per year for four
years, a figure unprecedented anywhere in the world. Of
course, this also made a major contribution to Yorozu's
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All-aluminum rear suspension for
the Nissan Altima
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revenues.
3. Subsequent developments

The aluminum suspension processing technology thus
developed was subsequently applied to the manufacture of
aluminum suspension parts such as front subframes for the
Honda Acura TL. Furthermore, Yorozu offered proposals for
weight reduction based on this technology to its customers in
order to meet their needs for lighter vehicles.

@ 1-4 Development of a suspension for the
Nissan GT-R

Yorozu and Nissan jointly developed front and rear
suspension members for the Nissan GT-R that were the
subject of much attention at the 40th Tokyo Motor Show in
2007. The GT-R is a supercar that can reach speeds over 300
kph. The suspension members that supported that speed not
only had to be lightweight, they had to be one or two ranks

@HEGT-RY AN a3
The acclaimed GT-R suspension

UPTARY Y 3 X )\—
Rear suspension member

above conventional members in terms of stiffness and
precision. Yorozu achieved those goals through clever use of
pipes and adoption of a solid structure.

The front suspension member used a U-shaped pipe
structure as a framework, with subpipes crossing in the
center. This achieved a dramatic improvement in stiffness
against twisting. The rear suspension member had main pipes
stacked in two levels, with front and back cross members in a
strongly fixed solid structure and input dispersion, realizing
high dimensions of both light weight and high rigidity.

Yorozu participated in its development from the beginning.
The project was accomplished by concentrating Yorozu's
technology, including structural study from market research,
incorporation of production in design, and advanced laser
non-contact measuring technology at the die and equipment
manufacturing stage.

JOYV SRR 3 AV~
Front suspension member
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2 Elemental development of
materials and methods

€ 2-1 Curl methods

1. The curl method

The curl method originated in 2001 after Yorozu received an
order for Corolla lower arms from Toyota Motor Thailand
(TMT). The product development process began with trial-and-
error forming using test dies manufactured by Yorozu. The
company decided on the manufacturing process and created
the mass production dies by itself. After development was
completed, Yorozu realized that although the process it
devised differed slightly in content, the number of press
processes was identical to that of Toyota. From this
experience, Yorozu learned the basic technology for its
subsequent full-curl method.

Mass production of this lower arm began in the summer of
2002 at YTC. It was an important part for delivery to Toyota.
2. The full curl method

The challenge of the full curl method began during the
middle of 2002 with study of switching the torsion beam for
the rear suspension on the midsize Nissan Lafesta from pipe
materials to plate materials. The car's layout was already
decided, so shaping the beam's configuration presented a

complicated and formidable challenge for the limited
development time.

At the time, Yorozu did not have any computer simulations
for inverse configurations. Development began with
manufacture of experimental prototypes. Yorozu decided the
form of each process manufactured trial dies, but because the
forming involved multiple steps, adjustment of any one step
often required further adjustment of previous and subsequent
steps as well. Correction and adjustment of dies therefore
required a great deal of time, and it became unclear how
much time would be required as this process continued. After
some study, Yorozu began using the LS-DYNA software that it
used for design analysis to carry out inverse forming and pipe
forming simulations in parallel to verify the processes. The
result was the development of a full curl arm, although it did
take six months to accomplish.

For the full curl forming of rear beam arms for the North
American Sentra at YMEX, Yorozu utilized LS-DYNA from the
start, confirming the configuration of forming processes and their
results with computer simulations and incorporating them into
mass production dies. As a result, Yorozu completed advance
study in about three months and went straight to manufacture of
mass production dies without needing to make any trial dies first.

The characteristics of full curl forming are as follows.

1) Pipe forming of plate materials is possible, with
differences in three-dimensional shape and
circumference, permitting use of parts with a high degree
of design freedom. (Direction is regulated.)

STIRFITPE—LA
Rear beam for the Lafesta
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Plasma tailored blank method
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2) Compared with conventional upper-lower structure,
overlap for welding is reduced and weld length is 50
percent less.

3) Cost is reduced by half (in Japan) compared with pipe
materials.

4) Products with axis lines that change over three
dimensions can be formed.

5) (Disadvantage) The same number of forming dies
required for mass production are needed for test
production.

Yorozu has applied for its own patent on its three-

dimensional full curl forming method (as of April 2008).

& 2-2 Plasma tailored method

The plasma tailored blank method adopted by Yorozu uses
plasma welding to join steel plates of varying thickness,
forming them into a single panel for stamping. Utilization of

thicker steel plates where strength is necessary and thinner
ones where it is not render the reinforcing required with
conventional techniques unnecessary. Furthermore, dividing
work that formerly was a single part improves material yield
rates and can sharply reduce materials cost and investment in
dies and jigs.

Tailored blanks are generally joined using laser welding, but
the method adopted by Yorozu uses plasma welding instead.
This is because the materials for Yorozu's primary products,
suspension parts, are coils with a thickness of 1.6~4.5 mm,
which are cut using a general-purpose blanking press. This
means that variability on the shear and fracture surfaces and
warping of materials is relatively pronounced, so plasma
welding is more suitable than laser welding, which requires
more precision. Furthermore, at Yorozu's overseas sites,
maintenance is comparatively easier, and the equipment cost
only one-tenth as much, so that is the method the company
adopted.

Nissan Motor Co. provided technical assistance with this
method. Production of front suspension members for the midsize
Nissan Sentra began at YMEX in 2006. For the Sentra, Nissan
provided technology for a four-blank structure. Subsequently,
Yorozu developed its own eight-blank structure for front
suspension members for the Nissan Altima. In 2007, the company
began mass production at YAT. The company subsequently
began mass production for the Nissan Murano at Yorozu Oita and
for the Nissan SUV Qashgai (Dualis in Japan) at YBM.

For mass production, Yorozu discerned margins for various
conditions such as electric current, pilot gas flow, stand-off,
and torch angle and set control values. For blanks, the
company corrected the ratio of shear and fracture surfaces for
die clearance, controlling material warping with improved
clamps. Furthermore, Yorozu uses equipment developed in-
house to inspect weld junctions and assure the quality of every
piece.

In addition, Yorozu is now engaged in technical
development of tailored welding to join different materials.
Because appropriate materials can be used in appropriate
spots, for example, zinc-plated steel plates can be used where
corrosion resistance is important, or easily burred high tensile
strength steel plates at the press fitted point of ball joints,
Yorozu will be able to manufacture products with a great deal
of design freedom in order to meet customer needs.

@ 2-3 Press fit bonding method
1. Characteristics of the method

This method features vulcanized bushes with directly
pressed collars and interfacial bonding with a special adhesive.
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Hijet parts ordered by Daihatsu
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Because the compression ratio can be controlled by changing
rubber volume, freedom of design for bush characteristics is
high. This means that handling stability can be increased
without sacrificing ride comfort. Furthermore, because bushes
with external cylinders do not undergo concentrated stress
from wrinkles near the external cylinders, outstanding durability
is also characteristic of this method.

2. Overview of development

Yorozu developed this method for suspension trailing arms
and lateral rods for the Daihatsu Hijet. It was Yorozu's first
order from Daihatsu. Working jointly with Kurashiki Kako,
which had a record of success with other companies, Yorozu
carried out development while holding down costs in order to
meet strict price goals.

This method attaches vulcanized bushes to a cation-coated
film on the collar with a urethane adhesive. Thus, because the
bush does not require an external cylinder, reduced cost and
lighter weight are possible, and a rougher margin in the collar

is allowable. Rolled collars are used in the trailing arm and
lateral rod. In addition, the lateral rod is a D-shaped rolled
collar with different diameters, enabling cost reductions
because processing of the rod's joint end face is unnecessary.

A number of issues were addressed on the way to mass
production. For example, because the adhesive is oil-averse,
Yorozu carried out oil management in the cation-coating
process and atmospheric condition control in the press fit
process (control of oily smoke from welding, etc.).
Furthermore, the bush's rubber and the cation coating adhere
to one another, and if an oxide film forms from welding, it can
peel off along with the cation coating. Yorozu incorporated
removal of the oxide film into its processes.

Because it lowered costs while improving design
performance, the method was well-received by Daihatsu.

@ 2-4 Hollow beams

1. Course of development

In recent years, automobile bodies have been growing
larger and heavier to accommodate user needs for greater
safety (collision safety and pedestrian protection), drivability,
and comfort. On the other hand, emissions regulations will
probably grow ever stricter due to environmental concerns,
and every manufacturer is trying to improve fuel efficiency by
reducing vehicle weight. In order to reduce weight, improved
vehicle structure, optimization of structural components, and
development of processing technology to achieve those ends
are necessary. As an initiative to help reduce the weight of
current vehicles with torsion beams by 20 percent, in 2003
Yorozu began development of hollow beams mainly in order to
optimize structural components.
2. Overview of new technology

The intermediate beam in conventional rear torsion beams is
structured with a steel plate formed into a V-shape combined
with a solid bar or hollow pipe for driving stability. Yorozu
developed a product with a design for that component that
pressed high-strength pipe into a V-shape and then
hydroformed it for better dimensional stability in order to
ensure performance. Furthermore, unlike competing products
on the market that fasten steel plates inside the V-shape,
Yorozu's product did not fasten a plate. This unique structure
enabled the product to be adjusted to the requirements of
different makes and models for different driving characteristics.
The result was a lighter product with fewer parts for the same
price as previous products.
3. Key technology

Stamping technology, hydroforming technology, welding
technology
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4. Future prospects

Currently, there is an issue with durability. Yorozu aims to
address that and to commercialize the product by making
proposals to various automakers.

@ 2-5 Development of hybrid welding of
aluminum materials

In recent years, greater automobile fuel efficiency has been
required because of environmental concerns. One major
means of improving fuel efficiency has been weight reduction
through the use of aluminum. Yorozu has also been working to
shift to aluminum materials in its main products, suspension
components, especially in Europe and North America.

Yorozu mainly produces suspension members with
methods using wrought sheets and extruded materials with
arc welding. Because Yorozu had established technology for
mass production of thin materials in complex forms using
vacuum die casting, it also worked to develop and make
practical hybrid welding technology for arc welding of wrought
sheets and die cast components.

The problem with this method was that arc welding could
generate blowholes. The form of damage to suspension parts
from outside pressure was cracking of weld beads rather than
fracture of base materials.

IV - I\AT Uy Nt (B TILUEGR)

Aluminum hybrid welding (sample product)

The cause of blowhole generation in arc welding is
hydrogen dissolved into the vacuum die cast materials. During
welding, this dissolved hydrogen gasifies, creating blowholes.
Yorozu pursued development of aluminum hybrid welding
technology together with vacuum die cast manufacturer
Ahresty Corp. The aim was to improve the blowhole problem
and test the practicality of hybrid weld suspensions.

Development began in February 2003. For the arc weld
technology that was the target of development, initially,
dissolved hydrogen per 100 grams of aluminum in cast
components was limited to no more than 3 cc in order to
obtain base material fracture. Arc welding technology that
obtained stable base material fractures with up to 7 cc of
dissolved hydrogen was later established. Related patent
applications for this development were submitted in July 2006,
and the product ended with prospects for practical use. In the
future, Yorozu will study concrete proposals for projects
aiming towards mass production.

@ 2-6 Development of high-tensile steel
products in the 780-MPa class

Weight reduction through reduction of sheet thickness is a
major method for increased fuel efficiency. Previously, Yorozu
had commercialized and mass produced suspension parts
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Transverse link prototype using 780-MPa class high-tensile steel

(lower arms, etc.) using high-tensile steel in classes up to 590
MPa. Following the collapse of Japan's economic bubble, the
pursuit of light weight slowed, but automakers have recently
increased their demand for weight reduction. In order to meet
this need, Yorozu has been working with the application of
parts that use 780-MPa class high-tensile steel.

1. In-house verification

During FY 2001, Yorozu performed stamping, welding, and
ball-joint press fitting for front suspension members and
transverse links for the Nissan Sunny. It also carried out
durability testing to verify productivity and part performance.

2. Joint development with blast furnace manufacturers
and automakers

During fiscal years 2004 and 2005, Yorozu began joint
component application development of suspension links for a
next-generation car with Nissan Motor Co., JFE Steel Corp.,
Nippon Steel, and Kobe Steel. Even when materials with good
stretch-flange formability were selected, cracks appeared in
areas subject to heavy forming when the same parts forming
used with the 540-MPa class was applied.

Because there are issues with press formability and fatigue
strength when shifting to high-tensile steel with existing
structures, Yorozu concluded that it is necessary to design
specific products in light of materials characteristics when
using 780-MPa class high-tensile steel.

@ 2-7 Applied technology for BRIC materials

To date, Yorozu had procured the steel sheets that were its
primary material for auto parts from Japan, the USA, and
Europe for local production. In recent years, the growth of
blast furnace companies in China, India, and Eastern Europe
has been remarkable. Increasingly, they have been supplying
high-strength auto parts such as suspensions, mainly to local
automakers. Local production by automakers is projected to
further progress in China, India, and Eastern Europe in
particular. In response, out of the BRIC nations (Brazil, Russia,
India, and China), in 2007 Yorozu began turning its eye
towards local procurement of materials in China, where it has
production bases, and India, where it is carrying out a
feasibility study, in order to ensure productivity.

First, Yorozu confirmed formability for front members, rear
beams, and rear arms, for which overseas development is
projected in 2009. These components have no parts that are
particularly difficult to form, and the company discovered no
remarkable differences with Japanese materials.

Yorozu found that for materials up to 440 MPa, it can use
Chinese and Indian materials for parts with that degree of
formability if it adjusts its dies for the various materials.
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The next step was to check the local availability of 540-MPa
class materials (with a good hole expansion ratio) requiring
suitability for stretch flanges, such as that used for lower links.
Yorozu found marked variation in characteristics among
different lots of materials, so it could not confirm suitability for
mass production. At this point, materials that can be procured
locally are in classes up to 440 MPa. Yorozu will continue
research and verification while keeping an eye on development
trends.

@ 2-8 Bush press fitting quality assurance

To a suspension parts manufacturer, rubber bush press
fitting is an essential technology. Yorozu has engaged in bush
press fitting since its founding, accumulating and improving
technology as a press fitting specialist.

In press fitting, the most important aspect of quality is that
the fitted bushes do not come loose. In other words, the press
fitting company must guarantee resistance to loosening.
Initially, Yorozu did this by taking samples and measuring their
resistance. The company used this "destructive testing" to
ensure quality. Because only samples were tested, however,
the degree of assurance was insufficient. In order to raise the
degree of assurance, Yorozu decided to measure pressure on
each unit as an alternative characteristic. This involved using
the correlation between bushing push-in and push-out forces.
By monitoring maximum and minimum pressures, Yorozu
could ensure resistance to loosening. This method is now the
one most commonly used among bush pressure fitting
companies.
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Maximum/minimum pressure monitor

Even using this method, however, the degree of assurance
remained insufficient. This was because the pressure
monitoring process only observed one moment during press
fitting. Ordinarily, the time that most correlates with resistance
to loosening is the moment immediately before press fitting
ends. Measurement of that moment was therefore used for
quality assurance. However, Yorozu learned from experience
that when the press fitting tightening allowance is not to
specification, resistance to loosening can be unacceptable
even if pressure immediately before completion is acceptable.
This is because when the allowance is too large, plastic
deformation of either the bush that is being pressed or the
collar into which it is being pressed will occur. In order to solve
this problem, it is necessary to monitor pressure throughout
the entire pressure fitting process. Yorozu therefore decided to
measure pressure waveform in order to monitor pressure
throughout the process.

Yorozu began introducing pressure waveform monitoring for
quality assurance in 2005. The company adopted it for use
with all bush fitting machines manufactured during or after FY
2006. No products have shown defective resistance to push-
out force since its installation. Even with this method, however,
quality compliance is not perfect in terms of chatter marks
generated during pressure fitting. Yorozu is working on
variable speed control during the press fitting process and
improved measurement precision as trends in press fitting
technology.

EATTRE BRE=S—

Pressure waveform monitor
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3 Simulation technology

@ 3-1 Design simulation

In the automobile industry, shortening development periods
and reducing development costs have become critical issues.
Development through computer simulation is one way of
addressing these issues, but accuracy and time are extremely
important. Since it began operating its first structural analysis
system in 1988, Yorozu has worked to increase simulation
accuracy and decrease the time required. Today, computer
simulation accurately forecasts strength and durability. It is a
fundamental tool supporting developmental work.

1. Improving simulation prediction accuracy

Conventional structural analysis systems are limited in the
accuracy of their product strength and durability simulations.
Yorozu installed more specialized systems in order to increase
accuracy. For product strength evaluation, Yorozu applied a
nonlinear analysis system, while for product durability
evaluation it applied a separate dedicated system. This action
drastically improved simulation accuracy. Yorozu adopted the
dedicated durability simulation system before other companies
in the industry did, and was the first to verify its effectiveness.
2. Reduction of simulation time

As hardware improved, Yorozu upgraded to dedicated
simulation terminals with more processing power in order to

reduce computing time. In addition, utilization of offshore
resources reduced the amount of time required to create
analytical models. Simulation time was cut in half compared
with 10 years earlier. However, the new system still has some
operational issues. Its analytical models vary in quality, and it
still requires a great deal of computing time. Yorozu is
addressing these issues in order to further shorten simulation
times.

@ 3-2 Forming simulation

1. Adoption of a press forming simulation system

Press forming has been one of Yorozu's fundamental
technologies since its founding. Stamping process design has
a significant impact on the precision and cost of stamped
parts. The conventional method was to manufacture a die and
then repeatedly improve it each time defects were discovered
until it was perfected. Because Yorozu's style of parts
manufacture involves everything from development through
fabrication, reducing the time and cost required for stamped
part development and die manufacture has been a serious
issue.

Yorozu therefore decided to consider adopting press
forming simulation for verification of upstream parts design and
process design. The company looked into systems that
accurately reproduce entire processes as CAD data to verify
press formability, but they required enormous amounts of time.
Yorozu therefore looked at then-new one-step systems that
simply evaluate product data. The company decided to install
AutoForm's OneStep software and use it to examine formability

RERAD

Reduced plate thickness

TURAREYZab— 36 (31738)
Example of press forming simulation (multiple processes)
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Example of hydroforming simulation® Preforming
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Example of hydroforming simulation® Hydroforming

and production technology at the product design stage.

In 2001, the company installed AutoForm Incremental at YE
for forming simulation of multiple processes. This drastically
improved the accuracy of pressing in production technology.
Meanwhile, designers continue to use OneStep as a simplified
analytical tool.

2. Installation of hydroforming simulation

Yorozu began using hydroforming at YAT (then CYC) in
1997, for GM engine cradles. The company subsequently
began using it in Japan and Thailand as well, establishing it as
Yorozu's third fundamental technology. Hydroforming injects a
fluid into a pipe placed in a die and applies high pressure,
forming the outside of the pipe into the shape of the die. The
high degree of formability is an extremely important point in the
design of parts that are very dependent on shape. Initially,
Yorozu carried out development through repeated
manufacture of test dies, but because hydroforming dies are
very expensive, the company needed to reduce development
time and expense. During development work on the Nissan
Cedric platform, Yorozu therefore adopted the nonlinear
structural analysis software LS-DYNA, with some success.
However, the general-use analytical software LS-DYNA
required a highly-trained analyst to operate, as well as
enormous investments in time for preparation and calculation.
Subsequently, Yorozu worked with ASTOM, a RIKEN startup
company that developed Japan's only press forming software,
on development of hydroforming simulation software. The
software was completed in 2002. The system enables quick
and easy analysis of the integrated process of pipe bending,
preforming, and hydroforming. Yorozu subsequently used it

successfully on parts for Honda and Mitsubishi.
& 3-3 Simulation of weld distortion

1. The development of weld simulation software

Yorozu primarily uses arc welding for assembly of its
suspension parts. However, welding causes heat expansion
and cold contraction at the bonding points of parts, making
the parts change shape after welding. It is difficult to predict
the amount and direction of deformation in parts with complex
shapes, so correction is by trial and error. If deformation could
be predicted to some extent with quantitative analysis, it would
help with jig design and the setting of welding conditions,
shortening the trial and error process. The causes of welding
phenomena are complex and varied, however, so there was
no system that could simulate it within a practical timeframe.

At that point, ASTOM, a RIKEN startup company, proposed
development of weld distortion simulation software to Yorozu
and two other parts manufacturers. Yorozu judged that the
prototype had practical potential in terms of simplicity,
accuracy, and processing time and agreed to participate. The
basic theory for this weld distortion simulation system was
developed at the Joining and Welding Research Institute at
Osaka University. It used the weld deformation forecasting
system, and was notably practical and fast.

Development began in 2004. Yorozu experimented with test
pieces based on its parts and with welding conditions, building
a database of measured deformation and characteristic
distortion. Based on this, applicable range and accuracy were
improved, as were function and operability. The core part of
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Weld distortion
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the software was completed in 2006.
2. The flow of weld distortion simulation

The flow of weld distortion simulation is as follows. First, the
product's CAD data is read into the analysis system and
converted to FEM data for analysis. Next, welding conditions
for categories such as the following are input.

1) Materials data settings (quality of material, plate

thickness, Young's modulus, Poisson's ratio)

2) Welding conditions (type, voltage, current, welding speed,

efficiency)

3) Welding sequence

4) Boundary conditions (constriction points)

By changing the settings of these inputs, the degree of
welding deformation can be studied on one's desktop without
performing actual welds. The results of calculation are
displayed with welding deformation indicated by color. The
deformed areas can be enlarged, and detailed figures can be
displayed.

3. Future undertakings

During the development stage, Yorozu manufactured test
jigs and carried out verification within limited parameters.
Beginning in 2007, the company began applying it to actual
products and welding equipment. In the future, Yorozu will
continue repeated verification, confirmation, to reduce costs.

@FFEMBRTAET — 42 ECADT — 2 EDLHE

€ 3-4 Non-contact three-dimensional
coordinate measuring machine

1. Installation of a non-contact three-dimensional
coordinate measuring machine

In today's die industry, sharp rises in the cost of materials
have led various press manufacturers to join together to
research inexpensive die manufacturing technology. A survey
of costs related to dies found that adjustment by human
beings requires a great deal of time and money.

In order to solve this problem and to quantify forming
technology, Yorozu installed a non-contact three-dimensional
coordinate measuring machine (VTS). Through its utilization,
Yorozu hoped to reduce the adjustment time required for die
manufacture.

The non-contact measuring machine that Yorozu installed is
able to measure the shapes of an object simply by shining a
laser on it. The shape of the object is converted into 3D data
and output in the form of a color map for easy understanding.
Unlike conventional methods that measure only points along
an object, this method has the advantage of visually displaying
the entire form of the object. This enables points that were
difficult to see with past methods to be readily understandable.
Furthermore, it enables easy comparisons of die shapes with

Comparison of non-contact 3D measurement data and CAD data

N

L—Y—ICTAE

Laser measurement

| —

P T

FEIEANAIE R A

Non-contact coordinate measuring machine
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Flowchart of one-shot die manufacture using non-contact three-dimensional measurement
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/RHAFE(LIESTE  Similar next-period vehicle types
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Finished die shape for OK products

CADT—%1{ERL NCIII>—%1ERL PN T - #B{ (I EE%E
Creation of Creation of Machining
CAD data NC processing data and assembly adjustment

stamped pieces, of product CAD data with stamped pieces,
and of product CAD data with die shapes. This makes it easy
for technicians to determine whether problems that arise are
due to die shape or forming, thus greatly reducing the number
of times dies need to be corrected. In addition, for difficult
parts, the device can measure not only the shape of finished
units, but also that of products during processing, allowing
more detailed investigation of problems. Based on this data,
phenomena can be understood, the causes of problems
identified, and dies adjusted with pinpoint accuracy.
2. Future undertakings with non-contact three-

dimensional measuring machines

The future issue with this technology is converting the
accumulated measurement data on stamped pieces and die
shapes into a database so that the data can be used with

HET—45%ZCADT—51k

Creating CAD data using measurement data

RE T E—RRA

Including a copy of die shape for next vehicle types

RSA7)L WEAE I

one shot
Trial Product measurement

similar parts and dies. Processing (reverse engineering) dies
using data from the shapes of stamped pieces and dies that
include past adjustments could enable die manufacture in one
shot, with no corrections necessary. This would greatly reduce
the work and time required for die manufacture, and thus the
cost as well. Software that can convert measurement data to
CAD data is a necessary tool for this, so Yorozu is evaluating
more effective software for selection.
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OHADHEYMRFEIR E IOXDIIFE  World toxic substances regulations and Yorozu's responses

regulations would eventually be strengthened. The automakers
thus set their own deadlines for phasing out lead-based paint.
The earliest deadline in Japan was June 30, 2004, by Honda
Motor Co.

Yorozu therefore began working with paint manufacturers,
evaluating and testing and gradually switching to lead-free
electrodeposited paint, with deadlines of June 2004 for Yorozu
Tochigi, which dealt with Honda, and sometime during 2004

4 Environmental policy

@ 4-1 Shifting to lead-free paint

When Agenda 21, adopted at the World Summit in 1992, for other worksites. In North America, GM did not consider the
addressed the importance of toxic chemicals, the world's eyes waiver under the European regulations, instead asked for a
turned to the environment. In preparation for new regulations, switchover by July 2003. Yorozu's North American operations
automakers began examining their vehicles for toxic chemicals complied with the request.

and creating databases.

In October 2000, European automobile disposal regulations
went into effect. In principle, they forbid the use of lead,
hexavalent chromium, mercury, and cadmium. The lead in the
electrodeposited paint generally used for auto parts was
initially exempt from these regulations, but it was likely that the

1990 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 20105
° DY)k ZR1EHIFER?S  Recycling Law Obligation to conduct prior evaluation ° UYAU)ERIE SRHEEFRTS  Revision of Recycling Law Obligation for 3R promotion
~ EREM ST MEERRE AEESESE (EPR) Basic Law for Establishing a Recycling-Based Society Extended Producer Responsibility (EPR)
® {EFYERERES BRIEK (EE)
B K FEEYIIEE  ASR(GBIERNNSE A4 LB PO Guideline for chemical substance concentration Expansion of application (trend)
Japan Waste Disposal and Public Cleaning Law @ — t E— f'T -
ASR is treated at a controlled disposal sites BEEUSAIIVA(=V 7547 CGCyCling target, o reduction large e 2 ] ; e
Ut )L EHE POMFRE = P J0OViE [BINEH  Law Concerning the Recovery and Destruction of Fluorocarbons Obligation to conduct recovery
Automobile Recycling Initiative | 5 2 o= . A -
Recycling target, Po rediction target ®--- ° BHEEUY)UiE ARSEHSIEDE (RS TN)  Automobile Recycling Law Obligation to collect ARS, etc. (draft)
® BEEEEHRE =22 (Pb.Cro+.Hg.Cd) (BF)  Voluntary restraints for automobiles Heavy metal (Pb,Cré+Hg and Cd) (trend)
_.® . EETFHIB[REVIES UYrUILEEZE2EMHH (Pb,Cre+,Hg,Cd)
é%fﬁ;ﬁé*ff‘ﬁﬁﬂ’f ° Waste Electrical and Electronic Equipment Directive
e e S otrol Act Ry BEEEE - s 0 s ) . Obligation to recycle/restriction of heavy metals (Pb,Cr6+,Hg and Cd)
Prohibition of the use of Hg for specific purposes ~ Eh&HE ST (EPR) — BIlHEs o ..
S—Ow/¢ German Gyclic Economy Law ~ EPRY=217)L(OECD) EPRERAJ#EET EPR manual (OECD) Guideline of EPR principles
Europe Extended Producer Responsibilty (EPR) REEUSS SSMEEI B2 mIH (Pb.Cré+HgCd)
P End of Life Vehicle Directive Charge-free collection of all vehicles/restriction of heavy metals (Pb,Cr6+,Hg and Cd)
° FUI—Ui% PbZIE(Cd.Hg.NiFE) Danish law Prohibition of the use of Pb (Cd, Hg and Ni will be included)
~ RA4YUH4AY)ViE ASREBFIA-U1—2EE (RST)  German Recycling Law Reuse of ASR, obligation to reuse (draft)
I * ° ARB:Proposition65 /\wFU—Pb&S\)L#&#  Obligation for placing labels on batteries containing Pb, etc. ® EK1 1MEE  KERIRELE  U.S. 11 States' law Law to restrict the use of mercury

North America

° ARB Cr6+,Cd#fl) () Restriction for the use of Cré+ and Cd (trend)

IO XDX N

Yorozu's responses

@———@ KIR:2002~2003F CEHIHTU—IL
North American operations: Switched to lead-free paint in 2002-2003
Pl B7s- 77 #ls2:2003~2004F (27U —(k
Japan and other Asian operations: Switched to lead-free paint in 2003-2004
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5 Engineering

@ 5-1 Promotion of simultaneous engineering

In 1998, Yorozu united its die manufacturing arm with
Yorozu Engineering, aiming to digitize its design drawing and
shorten production lead time. It upgraded and expanded its
CAD/CAM/CAE for dies, jigs, and equipment.

In addition, because close communication between product
design and production technology was necessary in order to
shorten development time and bring down costs, in 2003,
Yorozu merged its product design and production technology
departments by establishing the Product Design and
Production Technology Headquarters. There, production and
process design are carried out from the product planning
stage, prototypes are created with mass production in mind,

o BfE - KR

Presentation of
specifications

EAiiRMmREED
Estimate of initial
technological costs

EBRMAEERE

Design of part functions

Trial and test

f2

RfmERET

esign of dies and facilities !

o)

and product quality is verified by testing. In addition, mass
production dies, jigs, and equipment are designed and
manufactured while predicted mass production defects are
weeded out through feedback.

Strongly pushing this simultaneous engineering, Yorozu
worked to improve the total production system, from planning
and design to production, that is its strength. The result was
that Yorozu was able to increase from about 20 projects a
year to 50 or 60, using roughly the same number of personnel.

Furthermore, Yorozu promoted standardization of dies, jigs,
and equipment, standardized its welding cells and conveyor
equipment, and achieved global product development at four
worldwide bases (within one year) beginning with trailing arms
for the Honda CRV.

@ 5-2 Standardization and response to
globalization

Yorozu has worked to standardize its production equipment
and dies along with "the evolution of YPW" as it expanded its
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Standardization of assembly equipment frames (example)
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5 different dimensions in width

1,600mm
1,900mm
2,200mm
2,500mm
2,800mm
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3 different dimensions in depth

1,350mm
1,550mm

1,750mm

global bases. In order to ensure safety, quality, and
productivity in each country with its different culture and
customs, Yorozu Global Standards became necessary. The
advantages of standardization include 1) production with the
same safety, quality, and production method is possible
anywhere in the world, 2) reduced tooling costs for production
equipment and dies, and 3) whether they are manufactured in
China, Thailand, or the USA, production equipment and dies
can be made to the same specifications.

Standardization was decided through monthly meetings of a
subcommittee of the technical section chiefs committee,
where issues regarding safety, quality, and costs were
discussed. In 2005, Yorozu held the first meeting of its global
technical section chiefs committee. Technical section chiefs
from all of Yorozu's worksites have met once a year since then
to discuss issues and promote standardization. The registered
standards are the Yorozu Die Standard (YDS) for dies and the
Yorozu Engineering Standard (YES) for jigs and equipment. In
2007, an English translation was added to YES and it was
developed into a global standard. YDS is scheduled for the
same development during FY 2008. In order for Yorozu to
continue evolving amidst globalization and the diversification of
the auto industry, it must continue to pursue worldwide
standardization.

6 Future outlook

As an independent supplier, Yorozu aims to be a
specialized suspension manufacturer with world-class
technology. In order to achieve this goal, the company will
stand on the foundation of the technologies and initiatives
described above, looking ahead 10 and 20 years into the
future and taking on the challenge of weight reduction,
resource conservation, and cost control beyond that required
by the market.
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X Technological Innovation (New Materials and Production Methods)

OB T10EMDIXHMZER Technological Innovation in the last 10 years

8 @ B F Product development

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY2003 FY2004 FY2005 FY 2006

FIVEPG AR DI AV IN— PIVEZU AR 3 AV N\ —EmiER
BEFE Product application of aluminum suspension members
Development of

FY 2007

£ if7 B F Technical development

FY 2008 FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY 2008

I\MRO7+—AE&@ER Product application of hydroforming

® GMYB&5—>-F~XJULS GM Saturn Opel LS S

Iy AN—L-A42F7455 Honda Stream & Integra

k¥ ZAkU—/L Honda Stream
L

aluminum suspension members —vBY PIVT4X - RFIX NFIR ZwbBY PIT74X-YFIY  Nissan Altima & Maxima -~ YFIN  Maxima
~ sl e oo s /4 GRV.Honda CRV A4 CRV Honda GRV
p 90
_ R4 TUXZ K Honda Element
hy PEISTL -
Honda Acura TL iK% PF+a23TL  Honda Acura TL
[

590MPaift 590MPa#k/\A 7@  Product applicat ! igh-tensi

ALt i pplication of 590-MPa class high-tensile steel
AT R

Development of ~3%4 HO—> O77—L  Toyota Corolla lower arm

590-MPa class [

HEWW7ZE—L HEIU7ZE— LB RER high-tensile steel
BAF Product application of H-shaped rear beams
Development of 780MPaflk/\15 /% Development of 780-MPa class high-tensile steel
H-shaped 72 702
RS P BRI nsignt ° H—IVTEREFE HA—ILIERE®ERE  Product application of curl method
Eﬁ:ﬁ%ﬁ%ﬂn el 3% HO—= O777—L  Toyota Corolla lower arm
—yBy I—F ®
Nissan March
® TIVA—IVITE TIA—IVITEERER  Product application of full curl method
. F%E —wHY 5 :
RS TauRTFUT Development of ._JU‘J S7JIA% Nissan Lafesta
Honda Fit Aria full curl method ZwHY YRS Nissan Sentra
C [
;J;i?:l vav,iitjh EAEERERE FEAESEZ®EA Product application of press fit bonding
Development of 3 W i i
(o pessftbondiy @ HFAI\Y J\AEvhk Daihatsu Hijet
PV I\ATUYRERERR *2005FE—9—Y3—(CBR
Development of aluminum hybrid welding Exhibited at 2005 Tokyo Motor Show
PARYY3VEY1—)VEmER - - - B - — =
Product application of suspension modules TS5AXY T—5—R TSAY FT—S5—NE@mEA
BEFE Product application of plasma tailored method
GMIRY T 47 vo Development of N .=
GM Pontiac plasma tailored _JgJ k> Nissan Sentra
® [etged vty 7)I/i»f7 Nissan Altima
GMY&5—27#~N)ULS v LS5—_/ Nissan Murano
. GM Saturn Opel LS ° ZwYY 477 Nissan Teana
. ZwHZ X-Trail Nissan X-Tralil
Y A9 Ak o—
Honda Insight
¢ ® TIENEY | Sy 2 EARRAREES (R
fRaFa%E Line application of bush press fit waveform QA
Development of
bush press fit ([
waveform QA
thZe — \BER

Development of hollow beams

BRIC’ S#iE iRz

Technical development for BRICs materials

FRER/ AR

Chinese & Indian materials
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1 Split-up of domestic
production bases

@ 1-1 Realignment of domestic production
structure

Regarding Yorozu's global structure, despite the fact that all
of its overseas affiliates were independent corporations, its
domestic production bases — the Oyama Plant and Nakatsu
Plant — were, in terms of organization, no more than single-
production plants. Given this status, Yorozu determined that
managing these plants in the same way as other independent
production bases as part of "management revolution" would
be difficult and even undesirable from the standpoint of
standardization. Consequently, it was decided to split up these
plants and arrange them so all parts of the organization were
on an equal footing.

Thus, in September 2003 the Nakatsu Plant was given
autonomy as Yorozu Oita Corporation (a wholly-owned subsidiary,
with 100 million yen capital), and in March 2004 the Oyama Plant
was similarly given autonomy as Yorozu Tochigi Corporation (a
wholly-owned subsidiary with 100 million yen capital).

Background behind establishment of Yorozu Oita Corp.
and Yorozu Tochigi Corp.

As part of management revolution, these corporations were
established in a new effort to split up domestic production
bases and achieve the following three goals:

1) Establish "swift and proactive management"

2) Make a shift toward management focused on cash flow

3) Bring about reform leading to a "smaller headquarters"

Specifically, with the split-up of these plants, each company
can further reinforce the roles that production bases are
expected to play — i.e., to "make business decisions at a
more local level and pursue rapid and alert management." At
the same time, through the transfer of authority for business
operations to the split-off companies, each can strive for
autonomous, self-contained management.

The autonomous companies formed by the split-up are
responsible for their own profits. Accordingly, they emphasize
management that improves production efficiency and

productivity, and make decisions on business operations
within a business framework based on a mid-term
management plan and a yearly operating plan, as well as a
cash-flow structure approved by the headquarters.

As a result of splitting up production plants, Yorozu has
eliminated all mass-production plants and applied functions
throughout all its production bases, including overseas bases.
It has also come closer to realizing the ideal of a small, efficient
headquarters.

The splitting up of production bases took the form of
"establishment of companies entrusted with production.”
Assets were not transferred to the split-off companies; rather,
all assets were loaned to them.

First, Yorozu Oita Corp. was established on September 26,
2003. It began business on October 1, and on the same day,
employees of the Nakatsu Plant were transferred to the new
company. Then, six months later, Yorozu Tochigi Corp. was
established in the same way, becoming established on March
26, 2004 and beginning business on April 1. Employees were
considered to be "on loan" for a three-month period following
their transfer, after which their affiliations were officially
transferred to the new companies. As for employees'
retirement allowances and other such items, employee records
that had been accumulated at Yorozu were passed on without
modification to the new companies.

Regarding rules pertaining to business operations between
Yorozu and subsidiaries entrusted with production, a
determination was made on the purchase method to be used
for transactions with the Yorozu Corporation's headquarters:
Price would be calculated by multiplying the customer's selling
price by the purchase rate, which would be reviewed each
year. This system was chosen for effective cost reduction at
the new companies, based on their profits.

An important reason for the split-up of the two plants was
that it energized the entire group, rather than simply benefited
the local plants involved in the split.

By establishing these companies entrusted with production,
Yorozu put everything in place for the smooth functioning of its
entire organization.

€ 1-2 Establishment of Yorozu Aichi Corporation

In 1999, Nissan Motor Co., Ltd., entered into a partnership
with Renault. In the same year, Nissan announced the Nissan
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Revival Plan (NRP), led by Carlos Ghosn. Based on the NRP,
Aichi Machine Industry Co., Ltd., a company that had been
developing and manufacturing automobile engines and
transmissions, discontinued its automobile business in March
2001 and embarked on a policy of becoming a unit specialist.
At this time, Aichi Kiko KK, a wholly-owned subsidiary of Aichi
Machine Industry and a manufacturer of press parts,
conducted a comparative study on whether it should continue
business or close down. This study resulted in Aichi Kiko's
decision to become a member of the Yorozu Group, which
was involved in similar business, and the parent company,
Aichi Machine Industry, decided to transfer Aichi Kiko's
operations to Yorozu.

After receiving Aichi Kiko's request in August 2003, Yorozu
conducted repeated in-house studies. Aichi Kiko was
established as Tsumura Industrial Manufacturing in December
1942 and changed its name to Aichi Kiko in May 1949. The
company contributed to Aichi Machine Industry, a company
affiliated with Nissan Motor Co., Ltd. With its full range of
equipment, Aichi Kiko was capable of integrated
manufacturing that covered everything from pressing, welding
and assembly to the coating of engine and body components.
Aichi Kiko's technology for creating high-precision products
was advanced for its time.

Aichi Kiko's supply system for automobile manufacturers by
utilizes its production bases in the Chubu region. Aichi
Machine Industry, Aichi Kiko, and Yorozu then signed a three-
way business transfer contract in March of 2005.

In August 2005, Yorozu established Yorozu Aichi
Corporation. This new company began business on October 1
by inheriting the assets and welcoming the employees of Aichi
Kiko KK.

Yorozu Aichi Corporation had facilities capable of handling
integrated production that covered everything from pressing,
welding, and cathodic coating to assembly. Thus, the main
issue at the time was to bring all of these operations in line
with "Yorozu standards" as soon as possible.

On the occasion of Yorozu Aichi Corporation's launch,
President Akihiko Shido, who was also Chairman of Yorozu
Aichi, delivered the following message to new employees of
the Yorozu Group: "I would like all of you to go about your
work with a new mindset and prepare to make a fresh start. It
goes without saying that we will work with Yorozu Aichi in
exactly the same way we do with Yorozu Tochigi, Yorozu Oita,
and our other production bases."

Today, the Yorozu Group is comprised of 15 companies:
seven domestic companies and eight overseas companies.

2 Alliances with
Other Companies

€ 2-1 "Competition" and "Cooperation":
Requirements of Parts Manufacturers

As the automobile industry grows to global proportions,
parts manufacturers are competing over ever-expanding
territory. Thus, a single manufacturer will find it inefficient —
and, in fact, difficult — to attempt to focus on all areas of the
industry. In other words, in the interest of concentrating limited
management resources into areas where they are needed,
manufacturers must form alliances that allow them to
demonstrate their individual strengths for the effective
utilization of management resources. Failure to do so means
facing difficulty in expanding businesses.

If a parts manufacturers respond to each and every
condition set by automobile manufacturers through repeated
investment based on the principle of self-sufficiency, it invites
profit loss and damage, as there are cases when, depending
on sales volume, it will not be able to maintain a high level of
operation and therefore cannot recover its investment. If this
were to happen, the impact on automobile manufacturers,
which are raising their ratios of externally manufactured parts,
could be significant. The performance of automobile
manufacturers, which form a key industry, could fall into
continuous decline, and the damage this would do to the
Japanese and world economies could be incalculable. It is
here that the mutual utilization of management resources and
alliances assumes crucial importance.

To give a familiar example in Japan, when Daihatsu Motor
Kyushu Co., Ltd., was extending business into Oita Prefecture
in 2004, the Daihatsu-affiliated manufacturer utilized Yorozu
Oita Corporation's plant until it could reach a certain level in
terms of sales volume and level of operation on its own.
Yorozu accommodated Daihatsu's equipment and personnel,
and cooperated as a "tier 2" company. This achieved mutual
benefits — such as better investment timing for Daihatsu and
recovery of fixed costs by Yorozu Oita Corp. — and both sides
are continuing this arrangement today.

Furthermore, when Yorozu received an order from Suzuki
Motor Corporation, it formed an alliance that entrusted
production to a Suzuki-affiliated manufacturer, as it did not
have a base in the Hamamatsu area.

While an individual manufacturer's handling of all areas can
bring a huge financial burden, corporate partnerships can
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Technical assistance contract with Tallent
Engineering

create wider opportunities in development, technology,
production, logistics, and global expansion.

Thus, survival in the automobile industry will require
"competition" and "cooperation."”

@ 2-2 A History of Yorozu Alliances

Yorozu has entered into alliances with many companies
both at home and abroad. Initially, Yorozu began entry into so-
called "passive" alliances, represented by taking part in an
alliance based on a request from Nissan Motor Co., Ltd. One
factor behind its participation was that, at the time, Yorozu's
management resources were tied up in the United States
(North America).

Passive alliances

In 1989, Yorozu entered into a technical assistance contract
with Tallent Engineering of the United Kingdom. Through this
contract, Yorozu is supplying suspension parts for the Primera
and other vehicles made by Nissan UK. Yorozu supplies
molds, equipment, and technologies to Tallent. It entered into
the contract to provide assistance in response to a request by
Nissan to "make items that are equal to similar items in
Japan."

Moreover, Yorozu signed a technical assistance contract
with Mayo of Spain. For four years, from 1990 to 1993, Yorozu
provided dies, equipment, and technologies for frame parts to
be supplied to Nissan Espana.

In Taiwan as well, Yorozu entered into a technical contract
with Yuan Hwa Promote Co., Ltd., to provide dies, equipment,
and technologies for suspension parts to be supplied to Yulon
Motor Co., Ltd., beginning in 1994,

Active alliances

Since entering into the abovementioned alliances, Yorozu
has been actively pursuing active alliances.

When the Samsung Group of South Korea entered the
automobile industry, Nissan Motor Co, Ltd., provided support,
and this presented an opportunity for Yorozu. In 1995, Yorozu
entered into a technical assistance contract with Dong-Kwang
Precision Machine Co., Ltd. (currently DKA), a South Korean
parts manufacturer; Yorozu also purchased 10% of Dong-
Kwang at this time. Yorozu then proceeded with process
design for suspension parts to be provided to Samsung, and
provided comprehensive technical assistance (including molds
and equipment; full turnkey method).

When Samsung later became Renault Samsung, Yorozu
provided technical assistance that included providing support
development capabilities for new vehicle types. Yorozu raised

its investment stake in DKA to 19.9% in 2006, and today DKA
is a part of the Yorozu Group.

Furthermore, when demand for Yorozu-developed
suspensions for the GM Epsilon "global car" became so great
that it exceeded Yorozu's production capacity, Yorozu
entrusted excess production to TKH (currently Martin-Lear).

Because Yorozu has not established any production bases
in Europe, it arranged for TK Tallent to take on a portion of
production work.

Moves toward strategic alliances

Furthermore, Yorozu has taken steps to form more strategic
alliances, including joint development.

One of the synergies arising from Yorozu's capital alliance
with Nissan Motor Co., Ltd., and Renault is a technical
partnership formed in 2000 by Yorozu and ACI, a major
manufacturer of suspensions for both companies. Through
this partnership, Yorozu and ACI split responsibilities for
everything from development to production of strategic vehicle
types for Nissan and Renault. Specifically, several ACI
designers were stationed in Yorozu for two years to conduct
joint development work. Thus, ACI handles production for the
United Kingdom and France, and Yorozu handles production
for Japan.

Making the most of this successful experience, Yorozu is
taking a similar approach with the Swift, a strategic global car
from the Suzuki Motor Corporation. Since 2003, Yorozu has
participated in an alliance with ACI starting from the
development stage. In this shared production arrangement,
Yorozu handles production for Hungary, Japan, and China,
and provides technical assistance to a manufacturer for
production in India.

Another alliance worthy of mention is one formed when
Tower Automotive International of the United States acquired
Yorozu stock from Nissan. This is a comprehensive alliance
that seeks to achieve synergy in five areas: sales, production,
development, procurement, and management. Yorozu signed
a contract with Tower in September 2000 that remained in
effect until Yorozu bought back all Yorozu stock owned by
Tower in March 2004.

In addition, Yorozu entered into a technical exchange
partnership with Benteler AG of Germany from 2000 to 2001.
This alliance involved supply of technologies by Yorozu as
Honda Motor Co., Ltd., was readying its CRV for the European
market.

Yorozu also provided technical guidance to AAPICO, a
manufacturer of frame parts for Isuzu (Thailand) Co., Ltd. This
involved the dispatch of three Yorozu technical staff members
to AAPICO from 2003 to 2004.
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Designers of ACI who visited Japan
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In India, Yorozu entered into a technical partnership with
JBML, a joint venture of Maruti Suzuki, for the
abovementioned Suzuki Swift. Through this partnership,
Yorozu provided dies and equipment for suspension parts,
and provided technical guidance by dispatching technical
personnel.

In an example of more recent alliances, Yorozu executed a
partial transfer of stock from Yorozu (Thailand) Co., Ltd. (YTC),
which is a consolidated subsidiary of Yorozu, to Y-TEC
Corporation (Y-TEC) in September 2007. By doing so, Yorozu
entered into a partnership with Y-TEC, which is a manufacturer
of automotive parts for Mazda, for purposes that include
pursuit of prospects for expanded trade with AutoAlliance
(Thailand) Co., Ltd., (a joint venture of Ford and Mazda and a
major customer of YTC) through the conduct of business in
Thailand, and expansion of YTC corporate value. A total of 1.8
million shares were transferred, which is equivalent to a voting
rights ratio of 10%.

Thus, as the number of cars Japanese automobile
manufacturers produce overseas approaches the number they
produce in Japan, Yorozu Corporation is building — and

seeks to further develop — a "Yorozu Global Network" that
can respond to global demand from automobile manufacturers
through prioritized distribution of management resources and
formation of alliances.

54 DAAPICOHNDFMEIRE (5
ah o4 ANBhYeapttiR., BAEN ST
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Dispatched technical personnel to AAPICO
in Thailand. In the back row is President
Yeap (fourth from right), with Itachiyama
(fifth) and Funayama (sixth), both from
Yorozu. Otome, also from Yorozu, is far left
in the front row.

YTCTIThHhNEDA T v o EDHRNK
(2007%F118)
Signing ceremony with Y-Tec held in YTC
(November, 2007)
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