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Progress of akebono New Frontier 30 - 2016

The midterm business plan, “akebono New Frontier 30 — 2016 (aNF30-2016),” ending in fiscal 2018, contains the goals of
[l rebuilding North American operations, [ establishing global networks based on product-based business units, and
E] expanding high performance brake business and recreating European operations. By realizing these goals, Akebono
plans to achieve a sound financial condition and facilitate sustainable growth. Although we produced some positive
results in fiscal 2017, the second year of the plan, new challenges have emerged. The Company will unite to solve these
challenges and achieve these goals.

2013-2015 2016-2018 Future Vision
aNF30-2013 Midterm Business Plan New aNF30-2016 Midterm Business Plan Global 30

Building a foundation for achieving Global 30 By introducing product-based business units Long-term Goals

» Technology differentiation and deploying them globally, we aim to take * Achieve Global 30

* Drastic cost reductions on new fields and rebuild our management Fiscal 2020 Goals

» Acceleration of globalization in Japan, foundations « Operating profit of 10%

North America, Europe and Asia

Shift priority from achieving sales targets to sustainable growth

n Rebuilding North American operations

Returnto a

E Establishing global networks based on product-based business units sound financial
condition

H Expanding high performance brake business and recreating European operations

- Targets - Actual - Forecast

Financial targets (ilions of yen) aNF30-2016

Net sales

10.0
8.0

Operating profit

Profit (loss) attributable
to owners of parent

Equity ratio (%) 12.3%=>12.4% 14.1%=>13.9% 16.6%=>15.3%
Net D/E ratio (times) 4.0=>4.1 3.5=36 2.9=>3.1
Free cash flow 1.4=(1.7) 2.0=>8.3 3.5=7.0

*Exchange rate assumptions for fiscal 2018: USD: 110.0, EUR: 130.0, CNY: 16.5, THB: 3.4, IDR: 0.0080
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n Rebuilding North American operations

As a result of taking measures to rebuild North American
operations, in fiscal 2017, operating profit improved by
about JPY4.8 billion to JPY1.5 billion, returning to profitability.
Despite achieving positive results, such as restoring
profitability, sales are expected to decline for several years
due to the withdrawal from sedan model by a customer
and losing business opportunities for subsequent
models because of production problems. Nevertheless,
we will continue our efforts to optimize the production

Restructuring of the
company foundation

Strengthened cost
management

Improvement in
productivity

Strengthen North American
® management and implement
fundamental organizational reforms

® Optimize sales and purchase prices

Reinforce our foundation and return
® +to the basics of safety, quality, and

system. Challenges caused by the implementation of
major reforms led by U.S. management have also emerged,
and therefore | believe we have entered a reform phase
that cannot be dealt with by local management alone. To
achieve growth, we will go back to the basics of a being
manufacturing company based on Japanese Monozukuri
(manufacturing excellence), further strengthening
cooperation between Japan and the United States. We
work to further improve North American operations.

Restore
customer trust

Restore
profitability

delivery

* Initiatives to optimize the production system continue
* Emergence of challenges due to implementation of North American-led reforms
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=) Back to the basics of a being a manufacturing company based on Japanese Monozukuri and
stronger cooperation with Japan

=) Ensure stable profits through further improvement of North American operations

H Establishing global networks based on product-based business units (BUs)

While improving each product'’s profitability, we have
launched five business units (BUs) responsible for
marketing, product development, production and sales
in various fields with the aim of strengthening our global
competitiveness. Although the transition to the BU
structure is still in progress, we are taking various

Business Units (BU) Start-up

HP BU January 2016

measures aimed at completing the transition by the end
of fiscal 2018 as originally planned. The current major
challenges include promoting efficient collaboration
between BUs and headquarter functions, as well as
BUs and overseas operations, but we will work on
these to achieve the midterm business plan.

Main Products

HP (High performance) disc brakes

Foundation BU January 2016

Disc brakes, drum brakes and other mechanical parts

Infrastructure and Mobility (AIMS) BU April 2016

Products for industrial machinery, rolling stock, and sensors

Friction Material BU October 2016

Brake pads, lining and other friction materials

Aftermarket BU October 2016

Aftermarket products

Business operation by products
including marketing, R&D, production,
sales and profit management

Next generation product development,
new material and technology
development for new area, new
business model development
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B Expanding high performance brake business and recreating European operations

The expansion of the high performance brake (high
performance brakes for mass-produced vehicles)
business is proceeding smoothly and in line with plans.
Full-scale production at the Slovakia Plant began in 2016,
and the transfer of the production of high performance

brake products from the Columbia Plant in the United
States was largely completed in 2017. The high
performance brake business plans to begin to expand
globally including Europe, as well as North America and
Japan.

Basic policy Akebono’s strengths

Absolute commitment to differentiated products,
R&D Strategy  light weight, high performance, enhanced design
and high quality

* Realize both high performance and high quality by combining high performance
brake technologies accumulated through F1 activity, superior NVH knowhow and
cutting-edge manufacturing technology.

Expand sales especially in Europe with high
performance technologies gained through brake
development for premium German automakers.

Sales Strategy

* Mass production of 6-pot opposed high performance brake calipers
e Developed and supply world's first mass production 10-pot opposed brake calipers
e Appeal of advanced technology

6-pot opposed brake caliper 10-pot opposed brake caliper

} Return to a sound financial condition

Akebono plans to return to a sound financial condition
by steadily implementing the three pillars of aNF30-
2016, namely 1) rebuilding North American operations,
2) establishing global networks based on product-based
business units, and 3) expanding high performance
brake business and recreating European operations. In
fiscal 2017, the second year of aNF30-2016, Akebono
made progress in line with the plan, achieving its capital
investment target of JPY11.6 billion. The SG&A ratio for
domestic operations was 14.4% in fiscal 2017,

Initiative | Control Investment
1 Control CAPEX under ¥15.0 billion

Initiative | Reduce SG&A*
2 Aim for SG&A ratio in Japan under 12%

Prioritize R&D costs
Shift priority from application R&D to advanced R&D
Reduce R&D costs to ¥10.0 billion

Initiative
3

* Selling, general and administrative expenses
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compared with 14.0% in the previous fiscal year, against
the 12% target. In addition, Akebono spent JPY10.3
billion on development. The Company intends to invest
JPY10.0 billion annually on development, while shifting
the allocation of funds from application development to
focus on advanced research and development. In fiscal
2018, the final year of aNF 30-2016, Akebono will
accelerate measures with the aim of achieving the
targets of the midterm business plan as early as
possible.

FY2016 Actual FY2017 Actual

CAPEX ¥ 14.9 billion » ¥ 11.6 billion

SG&A

ratio in 14.0% » 14.4%

Japan

:ﬁtns ¥10.8 billion » ¥10.3 billion



