
Corporate Governance

Basic stance on corporate governance

Based on its fundamental corporate philosophy, Honda is working 
to enhance corporate governance as one of its most important 
management issues. Our aim is to have customers and society, as well 
as shareholders and investors, place even greater trust in us and to 
ensure that Honda is a company that society wants to exist.
 To ensure objective oversight of the Company's management, 
outside directors and outside auditors are appointed to the Board of 
Directors and the Board of Corporate Auditors, which are responsible 
for supervising and auditing corporate operations. The Company has 
also introduced an operating offi cer system aimed at strengthening 
both the execution of business operations at the regional and local 
levels and making management decisions quickly and appropriately. 
The term of offi ce of each director is limited to one year, and 
remuneration payable to directors is determined according to a 
standard that refl ects the Company's business performance. These 
policies are to maximize the fl exibility with which our directors 
respond to changes in the operating environment.
 With respect to business execution, Honda has established 
a system for operating its organizational units that refl ects 
its fundamental corporate philosophy. For example, separate 
headquarters have been set up for each region, business, and 
function, and an operating offi cer has been assigned to each 
headquarters and main division. In addition, we have implemented 
a system that enables prompt and appropriate decision-making 
by having the Executive Council and regional operating boards 
deliberate important management issues.
 With respect to internal controls, compliance and risk management 
systems have been designed and implemented appropriately 
following basic policies for the design of internal controls and 
decided by the Board of Directors.

 To enhance even further the trust and understanding of 
shareholders, investors and society, Honda's basic policy emphasizes 
the appropriate disclosure of Company information, such as by 
disclosing fi nancial results on a quarterly basis and giving public 
notice of such fi nancial results and disclosing its management 
strategies in a timely and accurate manner. Going forward, Honda 
will continue to raise the level of transparency in its operations.

Organization

Board of Directors
The Board of Directors consists of 12 directors, including two 
outside directors. The Board deliberates important management 
issues including business execution and other items designated by 
law in accordance with established rules of procedure, assesses 
business risk, and then makes decisions on such matters after due 
consideration. The Board also oversees and supervises the execution 
of business operations. The Board of Directors met 12 times in 
FY2011.

Board of Corporate Auditors
The Board of Corporate Auditors consists of fi ve corporate auditors, 
including three outside auditors. In accordance with auditing 
standards, auditing policies, apportionment of responsibilities, 
and other as determined by the Board of Corporate Auditors, each 
corporate auditors audits directors’ execution of duties. Corporate 
auditors accomplish this responsibility through various means, 
including attendance at meetings of the Board of Directors and 
inspection of the state of the Company’s assets and liabilities.
 The Company has established Corporate Auditor Reporting 
Standards to ensure accurate and timely reporting of information 
to corporate auditors. In addition to regular reporting of the state 
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of operations at the Company and its subsidiaries and the state of 
implementation and operation of internal control systems, these 
standards mandate the reporting of information that may have 
a signifi cant impact on the Company’s operations. Additionally, 
corporate auditors attend Executive Council and other important 
meetings. The Board of Corporate Auditors met 12 times in FY2011.
Initiatives to Enhance the Effectiveness of Corporate Auditors
 Honda has established a Corporate Auditors’ Offi ce to provide 
support staff for the Board of Corporate Auditors. Based on his level 
of operational experience in fi nance and accounting departments at 
the Company and its subsidiaries, corporate auditor Hideki Okada 
serves as “an auditor with a high level of expertise in fi nance and 
accounting” as defi ned in Article 121 Item 8 of the Ordinance for 
Enforcement of the Companies Act. Serving in the same role is 
corporate auditor Hirotake Abe, who brings extensive expertise and 
experience as a certifi ed public accountant. Additionally, Okada and 
Abe have been certifi ed as “audit committee fi nancial experts” as 
defi ned by U.S. Securities and Exchange Commission regulations in 
accordance with Section 407 of the Sarbanes-Oxley Act.
Selecting candidates for director positions
Candidates for director positions are selected by resolution of the 
Board of Directors. Candidates for corporate auditor positions are 
selected by resolution of the Board of Directors with the consent of 
the Board of Corporate Auditors. 
Organization
The Company has six administrative regions around the world to 
execute and develop business based on its fundamental corporate 
philosophy. These regional administrations adopt long-term perspectives 
and maintain close ties with local communities. Honda’s four 
business divisions—motorcycles, automobiles, power products and 
components—formulate medium- and long-term business plans. Each 
division aims to maximize its performance on a global basis. Each 
functional operation, including Customer Service Operations, Production 
Operations, Purchasing Operations, Business Support Operations and 
Business Management Operations, supports the other functional 
operations, with the aim of increasing Honda’s operational effi ciency.
 Research and development activities are conducted principally at 
Honda’s independent subsidiaries. Honda R&D Co., Ltd. is responsible for 
product research and development, while Honda Engineering Co., Ltd. 
handles research and development in the area of production technology. 
The Honda Group proactively conducts research and development 
in advanced technologies with the aim of creating products that are 
distinctive and internationally competitive.
Business Execution Offi cer System
The Company assigns an operating offi cer to each regional, business 
and functional headquarters, research and development subsidiary 
and any other important organization to ensure swift and optimal 
decision-making in each region and workplace.
Executive Council
The Company has established an Executive Council consisting of 
operating offi cers at the senior managing director level and above. The 
Executive Council discusses agenda items for upcoming meetings of the 
Board of Directors and deliberates important management issues within 
the scope of authority conferred upon it by the Board of Directors.

Regional Operating Boards
To enhance the independence of regional operations and ensure swift 
decision-making, a regional operating board has been established 
at each regional operations headquarters to discuss important 
management issues in the region within the scope of authority 
conferred upon it by the Executive Council.
Justifi cation of Existing System
The Company considers trust from shareholders, customers, and 
society to be the foundation of corporate governance.
 For this reason, it is critical that all departments at Honda take the 
initiative to implement thorough compliance and risk management 
in their areas of operations, and that management mechanisms exist 
for verifying the effectiveness of those efforts. Honda considers the 
optimal system for supervising and auditing its operations to be a 
Board of Directors consisting of internal directors with a thorough 
knowledge of corporate operations along with two outside directors 
as well as a Board of Corporate Auditors of which outside auditors 
form a majority, as required by the corporate auditor system in Japan.
Internal audits
In addition to conducting business audits in the company’s various 
departments, the Audit Offi ce, a 29-person independent department 
that reports directly to the president, works to enhance the Group’s 
internal audit system.
Accounting audits
The Company’s accounting audit, as required by the Companies Act, the 
Financial Instruments and Exchange Act and the U.S. Securities Exchange 
Act, is carried out by KPMG AZSA LLC.
Collaboration
During the current business year, there were 10 meetings held between 
corporate auditors and accounting auditors where the accounting 
auditors explained accounting auditing plans and the results to the 
corporate auditors, and views were exchanged between them.
 The corporate auditors are regularly informed of auditing policies, 
plans and results from the Audit Offi ce  which belongs to the internal 
audit division. The corporate auditors and the Audit Offi ce carry out 
auditing singly or in liaison with each other.
 Accounting, legal, and other departments with governance-related 
responsibilities regularly report information needed for audits 
to corporate auditors in accordance with the Corporate Auditor 
Reporting Standards. 

 For more information on fundamental approach and current status 
of the internal controls system, please refer to Honda’s Annual Report 

http://world.honda.com/investors/library/annual_report/
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