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FINANCIAL HIGHLIGHTS

Millions of yen
(except per share amounts)

Thousands of U.S. dollats
(except per share amounts)

2011 2010 Change (%) 2011
Net sales ¥3,557,433 ¥3,706,901 -4.0 $45,608,115
Operating profit 378,071 387,552 2.4 4,847,064
Income before income taxes 374,524 392,863 -4.7 4,801,590
Net income attributable to Canon Inc. 248,630 246,603 +0.8 3,187,564
Net income attributable to Canon Inc.
stockholders per share:

—Basic ¥ 20449 ¥ 199.71 +2.4 $ 2.62

—Diluted 204.48 199.70 +2.4 2.62
Total assets ¥3,930,727 ¥3,983,820 13 $50,393,936
Canon Inc. stockholders’ equity ¥2,551,132 ¥2,645,782 -3.6 $32,706,821

Notes:

1. Canon’s consolidated financial statements are prepared in accordance with U.S. generally accepted accounting principles.
2. U.S. dollar amounts are translated from yen at the rate of JPY78=U.S.$1, the approximate exchange rate on the Tokyo Foreign Exchange Market as of

December 30, 2011, solely for the convenience of the reader.
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CORPORATE PROFILE

Canon develops, manufactures and markets a growing lineup of copying
machines, printers, cameras and industrial and other equipment.
Through these products, the Company meets growing customer needs
that are becoming increasingly diversified and sophisticated. Today, the
Canon brand is recognized and trusted throughout the world.

In 1996, Canon launched its Excellent Global Corporation Plan with
the aim of becoming a company worthy of admiration and respect the
world over. Currently, the Company is working to achieve the
overwhelming No. 1 position in its existing core businesses and expand
related and peripheral businesses by strengthening its advanced solutions
business, centered on innovative products, and through other measures.
At the same time, Canon is nurturing its operations in the fields of
medical equipment and industrial equipment, the latter including
intelligent robots, to establish new core businesses. The Company is
working to fulfill its responsibilities to investors and society, emphasizing
sound corporate governance and stepping up the implementation of

activities that contribute to environmental and social sustainability.

CORPORATE PHILOSOPHY: Kyosei

Canon’s corporate philosophy is kyosei. A concise definition of this word
would be “Living and working together for the common good.” But Canon’s
definition is broader: kyosei is “All people, regardless of race, religion or
culture, harmoniously living and working together into the future.”
Unfortunately, the presence of imbalances in the world in such areas as
trade, income levels and the environment hinders the achievement of kyosei.
Addressing these imbalances is an ongoing mission, and Canon is
doing its part by actively pursuing kyosei. Truly global companies must
foster good relations, not only with their customers and the communities
in which they operate, but also with nations, and they need to address
environmental issues worldwide. In addition, global companies must bear
responsibility for the impact of their activities on society. For this reason,
Canon’s goal is to contribute to global prosperity and to people’s well-
being, which will lead to continuing growth and bring the world closer

to achieving kyosei.

CORPORATE GOAL

Canon sees itself growing and prospering over the next 100, and even
200, years. Toward this end, the Company has been promoting its
Excellent Global Corporation Plan, launching Phase IV of the initiative in
2011. Building on the financial strengths that the Company has
continuously reinforced through the implementation of the plan, Canon
aims to join the ranks of the world's top 100 companies in terms of

major management indicators.
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The entry-level EOS Rebel T3i (EOS 600D in some areas), which comple-
ments Canon'’s lineup of high-performance digital SLR cameras, has
contributed to increased sales volume and expanded market share. The
camera offers such advanced features as a Scene Intelligent Auto mode
and a Vari-angle Clear View LCD monitor.
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STOCKHOLDERS

FUJIO MITARAI
Chairman & CEO
Canon Inc.
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PERFORMANCE IN 2011
In fiscal 2011, ended December 31, 2011, the world economy continued
growing, albeit moderately, driven by the expansion of newly emerging
countries. Looking back, however, it was a demanding year due to a succes-
sion of challenging events. In addition to the Great East Japan Earthquake,
these included economic turmoil in Europe, which was triggered by the
Greek debt crisis in May and gave rise to the sharp appreciation of the yen,
as well as massive flooding in Thailand in October. We extend our sincerest
condolences to all those affected by the Japan earthquake and the Thai
floods, and pray for a speedy recovery of the disaster-stricken areas.

Amid these challenging circumstances, Canon posted consolidated net
sales of ¥3,557.4 billion, down 4.0% from the previous fiscal year. On the

profit side, however, we stepped up efforts to reduce costs and worked

€€ Canon will overcome the difficult business

environment and return to a path of growth.”

exhaustively to improve our expenditure efficiency through the comprehen-
sive promotion of automated production, in-house production and
“man-machine cell” production, which integrates manual and automated
processes. Accordingly, the Company was able to enhance profitability, real-
izing a 0.7 point increase in the gross profit ratio to 48.8%, and a 0.1 point
improvement in the operating profit ratio to 10.6%. Moreover, net income
attributable to Canon Inc. increased 0.8% to ¥248.6 billion, marking the sec-
ond consecutive year of year-on-year profit growth.

The earthquake in Japan and floods in Thailand had a negative impact on
net sales of approximately ¥230.0 billion, and on operating profit of approxi-
mately ¥120.0 billion. Excluding the effect of these disasters on our
performance, net sales would have increased while operating profit would
have jumped approximately 30.0%—even despite the yen’s sharp apprecia-
tion and the economic instability. We believe, therefore, that we have
further boosted the market competitiveness of our products and the
Company has made good progress in reducing costs.

Canon continues to adopt a proactive approach to steadily returning
profits to stockholders while taking into consideration future investments,
free cash flow and consolidated business performance. For 2011, Canon has
decided to pay a full-year cash dividend of ¥120.00 per share, the same level

as the previous year.
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BECOMING A TRULY EXCELLENT GLOBAL
CORPORATION

In 2011, Canon launched Phase IV of the Excellent Global Corporation Plan,
a five-year management initiative that will conclude in 2015. Under Phase
IV, the Company will renew its emphasis on sound growth by undertaking
a rapid transformation ahead of the changing times with the aim of joining
the ranks of the world’s top 100 companies in terms of all major manage-
ment indicators. In line with these strategies, the Company has set the
following performance targets for 2015, the final year of Phase IV: net sales
of at least ¥5 trillion, an operating profit ratio of 20% or higher, net income
ratio of 10% or higher, and a stockholders’ equity ratio of 75% or higher.
Through the achievement of these targets, Canon aims to realize great

strides toward becoming a truly excellent global corporation.

PROGRESS OF PHASE 1V

Under Phase IV, Canon is implementing the following six strategies:

1. Achieving the overwhelming No. 1 position in all core businesses and
expanding related and peripheral businesses;
2. Developing new business through globalized diversification and estab-
lishing the Three Regional Headquarters management system;
. Establishing a world-leading globally optimized production system;
. Comprehensively reinforcing global sales capabilities;

. Building the foundations of an environmentally advanced corporation;

A U1 b~ W

. Imparting a corporate culture, and cultivating human resources befitting

a truly excellent global company.

With respect to the first strategy, within the digital commercial printing
market, in 2011 Canon launched products developed jointly with
Netherlands-based Océ N.V., which became a consolidated subsidiary in
2010. In addition, targeting Canon’s full-scale entry into the motion picture
production industry commonly associated with Hollywood movies, the
Company launched the Cinema EOS System, featuring our extensive lineup
of interchangeable lenses supporting next-generation high-definition 4K res-
olution and interchangeable-lens digital cinema cameras. Canon has also
laid the groundwork for the Company’s entry into the retail photo-finishing
service market with a commercial photo printer, DreamLabo 5000.

Regarding the second strategy, in the medical equipment field, a dona-
tion provided by Canon made possible the establishment in May 2011 of the
Clinical Research Center for Medical Equipment Development (CRCMed) at
Kyoto University. Working in collaboration with Kyoto University, the
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Company plans to accelerate clinical research into the use of optical ultra-
sound mammography systems.

Under the fourth strategy, Canon further strengthened sales and market-
ing functions in China, where economic growth continues, and worked to
tap into such emerging markets as India, Brazil and Russia. We have also
boosted our cooperative efforts with Océ N.V. and taken steps to reinforce
our solutions business supporting improved office productivity.

In addition, we have worked to reduce the cost of sales ratio through the
promotion of “man-machine cell” production along with boosting the auto-

mated production rate for toner cartridges.

SUSTAINED GROWTH THROUGH ADVANCES IN
MANUFACTURING
Although economic growth rates are slowing in emerging countries, forecasts
point to continued growth. By contrast, Canon cannot expect major overall
growth in developed countries, which are facing structural factors hindering
their economies. Accordingly, a full-scale recovery will take more time, espe-
cially in the eurozone. Meanwhile, the yen is expected to remain at historical
highs, underscoring the ongoing difficult business climate for Canon.
Nevertheless, I believe that Canon is capable of achieving growth regard-
less of the circumstances. To date, Canon has overcome the challenge of a
strong yen through the conviction that earnings can be generated through
manufacturing. Canon’s strength lies in its ability to differentiate its prod-
ucts, improve quality and continually realize cost reductions. These stem
from the Company’s tireless pursuit of advances in manufacturing, including
switchover from conveyor belt-based production to the cell production sys-
tem, the adoption of “man-machine cell” production, and the development of
automated production systems. Going forward, Canon will further hone
this strength by reaffirming its commitment to its own production systems
with the aim of becoming a company capable of realizing sustained growth.
2012 marks the second fiscal year of Phase IV. As the entire Canon Group
works in concert to fulfill our 2015 targets, we look forward to your ongo-

ing understanding and support.

,gi%/%:\_

FUJIO MITARAI
Chairman & CEO
Canon Inc.
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INTERVIEW WITH THE CEO

Q Please share with us the results of Phases I, Il and lll of Canon’s
Excellent Global Corporation Plan?
In Phase |, we worked to strengthen the Company’s financial standing
A and succeeded in cutting our debt by more than half. In Phase II,
which focused on reinforcing product competitiveness, we completed the
digitization of our copying machines and cameras. And in Phase Ill, we
sought to expand Canon’s business scale while implementing M&A.

Back in September 1995, when I became president, Canon’s financial condi-
tion was weak and there was considerable waste stemming from
redundancies across the Company’s various businesses, because each busi-
ness focused solely on optimizing its own operations.

In Phase I, therefore, we concentrated on strengthening the Company’s
financial standing. Specifically, we significantly increased productivity
through the introduction of cash flow management, the cell production sys-
tem, and other measures. We also extensively eliminated waste by
transforming our focus from partial optimization to total optimization,
which reduced our debt by more than half.

During Phase II, we worked to reinforce Canon’s product competitiveness.
By fully digitizing our copying machines and cameras, we laid the ground-
work for the successes that we enjoy today, and created a debt-free company.

In Phase III, we sought to expand Canon’s business scope. Here, we
expanded our business in the printing and medical-equipment fields and
broadened our sales networks while actively carrying out M&A. Due to the
global financial crisis in 2008, however, the Company’s business suffered a

contraction in terms of scale.

THE EXCELLENT
GLOBAL CORPORATION PLAN

Phase | 1996-2000

Strengthened our financial
structure by thoroughly
eliminating wastefulness,
with production reforms
playing a major role, based
on changing our mindset
with a focus on total

optimization and profitability.

Phase Il 2001-2005

Recognized the need for
digitalization and raised
product competitiveness by
enhancing our development
infrastructure and

reinforcing key components.

Phase Il 2006-2010

Strove to achieve “Sound
Growth,” seeking high
growth levels by establish-
ing new businesses while
raising the profitability of
existing businesses. With
the global economy
plunging into the global
recession, shifted direction
towards “improving the
quality of management.”

Set up
an even stronger
financial structure
and increased
momentum
towards
a dramatic
leap forward
from now.

Phase IV 2011-2015

Tackle again the challenge
of achieving “Sound
Growth” through timely
change in advance of
changes in the times.

Slogan:
“Aiming for the Summit
-Speed & Sound Growth”
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2015 PERFORMANCE TARGETS

Net Sales 5 Trillion yen or more

Operating Profit Ratio 20% or more
Net Income Ratio 10% or more

Stockholders’ Equity Ratio 75% or more

KEY STRATEGIES FOR PHASE IV

Achieving the overwhelming No.1
position in all core businesses and
expanding related and peripheral
businesses

Developing new business through
globalized diversification and
establishing the Three Regional
Headquarters management system

W Establishing a world-leading globally

optimized production system

Comprehensively reinforcing global
sales capabilities

Building the foundations of an
environmentally advanced corporation

Imparting a corporate culture, and
cultivating human resources befitting
a truly excellent global company

NET SALES/NET INCOME RATIO

Q Under Phase IV, you are targeting “new heights” and “reforms.”
Please elaborate.
This refers to reforming our business domains and the functions

A common to manufacturing operations as we strive to achieve our
consolidated net sales target of ¥5 trillion in 2015. Specifically, we will
promote new applications for existing products in other fields while fos-
tering the medical and industrial equipment businesses. At the same
time, we will further enhance the Three Regional Headquarters manage-
ment system and establish a globally optimized production system.

By “new heights” we mean surpassing the record-high performance we achieved
in 2007. Specifically, in 2015 we are targeting net sales of at least ¥5 trillion, an
operating profit ratio of 20% or higher, and a net income ratio of 10% or higher.

To realize these targets, we must pursue two reforms. The first entails
reforming our business domains. In the Company’s core businesses, we will
laterally expand our business domains through new applications for existing
products in other fields. In other words, we will deploy technologies of exist-
ing products to enter different fields. In addition, we will accelerate our
efforts in the medical and industrial equipment fields, which represent the
pillars of new business domains for Canon.

The second reform involves transforming functions common to our manu-
facturing operations. These include research and development, production,
and sales and marketing. Specifically, we will further upgrade our Three
Regional Headquarters management system, with headquarter functions
undertaken not only in Japan, but also in the United States and Europe for the
products developed in those regions. Meanwhile, with respect to production
operations, we will seek to establish a globally optimized production system
based on the comprehensive consideration of various factors, such as costs, tax-

ation systems, logistics methods, ease of parts procurement, and manpower.

M Net Sales (left] Net Income Ratio (right)
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m ACHIEVING THE OVERWHELMING NO.1 POSITION IN ALL CORE BUSINESSES AND
EXPANDING RELATED AND PERIPHERAL BUSINESSES

MAIN INITIATIVES

Expand Related and
Peripheral Businesses

Expand Profits through
Solutions and Services

Launch Attractive Products
through Innovation

Canon’s new large-scale 8.29-megapixel CMOS
sensor, used in the EOS C300 Digital Cinema
Camera, meets motion picture industry needs
with enhanced sensitivity and reduced noise.

In what ways have you deployed innovation to develop appealing
products in core businesses? Also, can you describe specific ini-
tiatives aimed at raising earnings through the expansion of
solutions and services?

We developed a professional-use digital cinema camera built off the
A video-recording capabilities of our digital single-lens reflex (SLR)
cameras, and developed the DreamLabo 5000, a commercial photo
printer incorporating enhanced inkjet-printing technologies. In addition,
we are working to upgrade office network multifunction device (MFD)-based
solutions and services.

In 2011, through the lateral development of an existing product, we suc-
cessfully launched the EOS C300 Digital Cinema Camera, an
interchangeable-lens digital video camcorder that expanded off the video-
recording capabilities offered by our digital SLR cameras. In 2008 we
released the EOS 5D Mark II digital SLR camera, boasting video image qual-
ity that captured the attention of the U.S. motion picture industry, an
opportunity we seized upon to develop the EOS C300. We also developed
the DreamLabo 5000 commercial photo printer, realized by building off the
inkjet-printing technologies we have cultivated over the years.

As for boosting earnings through solutions and services, we offer net-
work MFDs and deliver solutions and services tailored to the workflows of
our customers, which enables us to increase earnings. Meanwhile, until
recently, office IT systems had made use of servers located in the office. But
now, the spread of cloud services has sparked a fundamental transforma-
tion of network-based communication systems. Responding swiftly to this
changing environment, we created Canon Business Imaging Online, a cloud
service platform that works in conjunction with imageRUNNER ADVANCE
office network MFDs. We are also working to enhance the cloud-based solu-

tions and services of our sales companies worldwide.
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m DEVELOPING NEW BUSINESS THROUGH GLOBALIZED DIVERSIFICATION AND
ESTABLISHING THE THREE REGIONAL HEADQUARTERS MANAGEMENT SYSTEM

What are your reasons for selecting medical equipment and
industrial equipment as new business pillars? What are some
of the specific initiatives being carried out in these areas?

MEDICAL IMAGING

In the medical equipment field, we noted advancements in elemental
technologies for applications in medical care and saw opportunities
e St e U st Ve e g for further development. As for industrial equipment, we concluded that
Digital Radiography demand in the factory automation area would expand in developed coun-
gllattical . Systems tries facing aging populations with decreasing working populations.
rasoun
Mammography  Ophthalmic . . . p
System Diagnostic Systems Reflecting the needs of the times, we determined that demand for medical
The Kyoto . equipment and industrial equipment will grow in the future.
University/Canon Medlcal_ . . . . .
Joint Research IT Solutions In the medical equipment field, because disease will never disappear as
Project

. . long as humans exist, there will always be demand for medical care. Also,
Genetic Diagnosis

Technologies we have noted rapid advances in non-invasive optical ultrasound and other
Target: 100 Billion Yen by 2015 elemental medical technologies, and we can foresee further progress in the
future. At Canon, we plan to fully mobilize our expertise in optical and
office-imaging technologies to expand our business in such areas as diag-
nostic imaging solutions, optical ultrasound diagnostic imaging systems
INDUSTRIAL EQUIPMENT and genetic diagnostic systems. As for diagnostic imaging systems that
employ optical ultrasound, we are conducting clinical research in collabora-
BT New tion with Kyoto University. Going forward, we plan to form alliances in the
Businesses Businesses United States and Europe with venture companies offering promising new

technologies, acquiring new technologies with which we will continue to

Semiconductor

Lithography expand our business.

Systems ) ) ) ) ) ) )
:{‘;Egt'ge"t Regarding industrial equipment, as developed countries face aging popu-

Organic LED Panel lations and decreasing working populations in the future, we expect

Manufacturing X . . X

Equipment demand for automated production facilities to increase. Canon is currently

(Canon Tokki . . B I

Corporation] developing intelligent robots and will initially address needs for automa-

Die Bonders tion and unmanned production at the Company’s manufacturing bases. In

[Canon Machinery Inc.)

Vacuum Thin-Film Machine Vision the future, however, we will pursue business opportunities in the field of

Deposition for Industry .

Equipment factory automation.

[Canon ANELVA

Corporation)
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Océ is expected to play a key role under the Three
Regional Headquarters management system.

GLOBAL DIVERSIFICATION

Develop a Global R&D Structure

New Innovation Centers in
the U.S. and Europe

Establish

Institutes with

responsibilities Promote
spanning basic diversification
research to utilizing Océ as
leading-edge a foothold
technology

application

Q What, specifically, is the kind of framework you aim to achieve with
the Three Regional Headquarters management system?

A As globalization continues to progress, we cannot keep pace with
market changes unless we promote the international diversification
of our operations beyond Japan. For this reason, we aim to create a
Three Regional Headquarters management system, with headquarter
functions in the United States and Europe for the products developed in
those regions.

Looking back on Canon’s history, diversification began when we aug-
mented our camera-related optical and mechanical technologies with
electronic technologies to produce calculators. To this we added chemical
technologies to make copying machines and laser printers, followed by
communication technologies to produce facsimile machines. In other
words, Canon’s approach to diversification is based on entering into new
businesses that reflect emerging needs by complementing existing tech-
nologies with new, highly compatible technologies.

To date, all of our diversification has been carried out in Japan. Since
Phase II, however, there has been a surge in the wave of globalization,
prompting us to recognize the need to further diversify internationally. In
Phase III, therefore, we sought to establish the Three Regional Headquarters
management system, placing headquarter functions in the United States
and Europe for the products developed in those regions. The U.S. headquar-
ters will be responsible for products developed in America, while the
European headquarters will handle products developed in Europe. While
Canon Inc. will remain the parent company in terms of the capital struc-
ture, what we have in mind is the creation of three regional
product-business headquarters. Moreover, rather than developing all neces-
sary technologies from scratch, we will adopt a realistic approach that
involves the active use of M&A to acquire technologies as needed.

In Europe, we made Océ N.V., with its advanced commercial printing
technologies, a consolidated subsidiary, which enabled us to realize a com-
mercial printing base. In Phase IV, we plan to complete the Three Regional

Headquarters management system through the promotion of further M&A.
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m ESTABLISHING A WORLD-LEADING GLOBALLY OPTIMIZED PRODUCTION SYSTEM

GLOBALLY OPTIMIZED
PRODUCTION SYSTEM

Optimized
site placement
and production
distribution in
terms of product,
quality and
costs

LOCALIZED PRODUCTION

Manufacturing Sales
Recycle
()
Asia
o
Europe
o

Virginia (U.S.)

How do you plan to create a globally optimized production system?
Also, what criteria do you apply when selecting the countries
where manufacturing will be carried out?

A We will build the most rational globally optimized production sys-
tem following the comprehensive consideration of various factors in
each region, including costs, tax systems and labor force. The criterion
we use when selecting where to carry out production is the ratio of
labor costs to total manufacturing costs.

Drawing on lessons learned from the Great East Japan Earthquake and the
floods in Thailand, we will establish a globally optimized production sys-
tem that thoroughly pursues economic rationality based on the
comprehensive consideration of various factors in each country and
region, including costs, tax systems, logistics methods, ease of parts pro-
curement, and labor force.

When selecting where to carry out production, more important than
whether labor costs may be high or low is the proportion of labor cost to
manufacturing cost. Even if labor costs are high, provided the value added to
products is sufficiently high, then the labor cost ratio will decline. At Canon,
we strive to hold the ratio of labor costs to manufacturing costs below a cer-
tain level, which provides us with a standard for determining whether to
manufacture in Japan or overseas. Currently, we produce high-value-added
products in Japan, while products with lower added value and a higher
labor cost ratio are made elsewhere. If we are unable to turn a profit despite
such efforts, then we will withdraw from that business.

In addition, particularly for consumables, we would like to accelerate
our efforts to realize localized production, in which the entire process
from production to sales, all the way through to the recycling of used

products, is carried out within a single region.
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COMPREHENSIVELY REINFORCING GLOBAL SALES CAPABILITIES

Q How will you reinforce your sales capabilities in developed countries?
What about emerging countries displaying significant growth?

A In developed countries we are working to enhance solutions and
services for office network multifunction device (MFD]s. In China and
Southeast Asia, where our sales networks have not kept pace with mar-

ket growth, we are doing our utmost to expand our organizational reach.

Although we already have fully established sales networks in developed
countries, in order to achieve further growth, we are working to upgrade
solutions and services for network MFDs. Specifically, positioning the
imageRUNNER ADVANCE at the core with an eye toward cloud applica-
tions, our sales companies worldwide are working to strengthen their

network MFD solutions business, expand their customer bases, and
Deleted due to

enhance services through alliances with leading companies in the IT and
portrait rights.

cloud-computing fields and software companies.
In China, where our sales network is seriously insufficient, we are dili-
gently working to boost our sales presence. There are around 300 cities in

China with populations exceeding one million and we are making efforts

Canon is rapidly expanding its sales net-

works to meet strong demand from to cover all of them with our network. Because it takes time to gather the
emerging markets. (The showroom of the . ) . .
Mumbai Office of Canon India Pvt. Ltd.) required human resources, we are rapidly working to broaden our organi-

zation in China.

As for India, Indonesia, Vietnam and Thailand, we are working hard to
expand our sales networks in these countries as well—especially in India
and Indonesia.

Strengthening our sales and marketing capabilities depends entirely on
organizational expansion, which is why we are moving with speed and

urgency in China and Southeast Asia.
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E BUILDING THE FOUNDATIONS OF
AN ENVIRONMENTALLY ADVANCED CORPORATION

The imageRUNNER ADVANCE series realizes
a reduction in total CO2 emissions, through
an environmentally conscious design method
to set and control CO2 emission reduction
targets for each stage of the product lifecycle.

I Q What is Canon doing about environmental issues?

In addition to developing products with high environmental perform-
A ance, we will emphasize a localized production model for toner
cartridges and other initiatives in order to reduce the environmental
burden of our business activities.

Our policy is to develop energy-saving technologies and materials with low
environmental burden while raising the performance of our products. In
1990 we launched our Toner Cartridge Collection and Recycling Program
and now carry out the localized recycling of cartridges in the United States,
Japan, China and France. We are also promoting localized production,
reducing energy consumption and carbon dioxide emissions associated with

product transportation.

IMPARTING A CORPORATE CULTURE, AND CULTIVATING HUMAN RESOURCES
BEFITTING A TRULY EXCELLENT GLOBAL COMPANY

Managers from Group companies worldwide
gather at the Canon Global Management
Institute in Japan to study corporate strategies
and engage in cross-cultural exchanges.

What are your thoughts with respect to hiring non-Japanese exchange
students and promoting foreigners to management positions? Also,
how do you cultivate globally competent human resources?

A We will be proactive in recruiting and appointing non-Japanese
employees. At the same time, we will cultivate global human
resources through such means as global management training and by
assigning Japanese staff to overseas positions.

We have many local people serving in executive positions at our marketing com-
panies around the world. In fact, in Europe, our largest regional market, all of
the presidents of our marketing companies except for one are from Europe. And,
in addition to proactively recruiting non-Japanese exchange students, we offer a
global management training program in coordination with the Institute for
International Management Development (IMD), a business school in Switzer-
land. Meanwhile, there are always around 1,000 of our Japanese employees
posted at our marketing and manufacturing companies worldwide. In this way,
we are cultivating large numbers of human resources capable of embracing

diversity and responding flexibly while respecting local cultures and customs.
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AT A GLANCE

BUSINESS UNITS MAIN PRODUCTS

OFFICE
BUSINESS

j I
~

Office Network MFDs

Digital Production Printing Systems

UNIT \

Laser Printers

Rl
|

CONSUMER

Digital SLR Cameras

Large-Format Inkjet Printers

Digital Camcorders

BUSINESS
UNIT

[

Inkjet Printers

.

Multimedia Projectors

INDUSTRY f;ﬁ-ﬁﬁ
AND

O THERS LCD Lithography Systems

BUSINESS .
UNIT o

Semiconductor Lithography Systems

Document Scanners

+ Office Network Multifunction
Devices (MFDs)

* Laser Printers

* Laser MFDs

* Solutions Software
* Toner Cartridges

* Digital Production Printing
Systems

* Large-Format Inkjet Printers

* Digital Single Lens Reflex (SLR)
Cameras

* Compact Digital Cameras
* Digital Camcorders

* Interchangeable Lenses

* Inkjet Printers

* Multimedia Projectors

* Image Scanners

* Broadcast Equipment

* Calculators

+ LCD Lithography Systems

* Semiconductor Lithography
Systems

* Ophthalmic Equipment

» Digital Radiography Systems
* Document Scanners

* Handy Terminals

» Color Label Printers

* Die Bonders

* Organic LED Panel
Manufacturing Equipment

* Vacuum Thin-Film Deposition
Equipment
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OUTLINE CONSTITUTION
OF SALES (%)

In this segment, Canon offers a comprehensive
range of multifunction devices (MFDs), printers,
and other equipment featuring high image
quality, high resolution, and high speed.
Leveraging these products, Canon works in close
collaboration with various Group companies
and alliance partners to deliver optimal solu- 53 .9%
tions tailored to match the customer’s business
operations. These include various document
solutions, such as office document management
and the output of records. At the same time, the
Company provides top-quality services and sup-
port in a swift and reliable manner.

Canon’s offerings in this segment include digi-
tal cameras, digital camcorders,
interchangeable lenses, inkjet printers, and cal-
culators. Canon’s digital cameras and digital
camcorders—designed to deliver unparalleled
image quality—have earned particularly high 3 6 .9%
acclaim worldwide, thanks to in-house devel-
oped lenses, CMOS sensors, and image
processors. Also widely popular are Canon’s
inkjet printers, which are easy to use and pro-
duce beautiful pictures at high speeds.

Applying optical technologies and image-pro-

cessing technologies amassed over many years,

Canon provides high-value-added products to a ,
wide range of industries. The Company is

already prominent globally as a manufacturer

of LCD lithography and semiconductor lithogra-

phy systems. In addition, Canon is focusing on 1 1 _8%
the medical equipment field—one of its next-

generation core businesses. The Company is

aggressively promoting sales of its cutting-edge

digital radiography systems and ophthalmic

equipment, which employ Canon’s highly

regarded medical imaging technologies.

Financial Section

NET SALES (Millions of yen)
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Note: The percentage figures for the three business units presented in the pie charts above do not add up to 100% because “Eliminations,” used in

consolidated accounting, were not included in calculation considerations.
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OFFICE BUSINESS UNIT

Deleted due to portrait rights.

Canon has expanded the functions of its office network MFDs, which realize enhanced coordination with IT systems and are compatible with various types of system application
software, offering an optimal usage environment for all sorts of document-related tasks.
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2011 REVIEW

In the market for office network multifunction devices (MFDs), demand for
MFDs remained largely unchanged from the previous year thanks to
increased worldwide demand for color devices. In Japan, the Great East
Japan Earthquake disrupted parts supplies. While production levels were
down temporarily, however, production had mostly returned to normal by
autumn. Sales of color models, such as the imageRUNNER ADVANCE
C5000/C2000 series, grew steadily in both value and volume terms.

Sales for digital production printing systems increased considerably, cen-
tering on color printers in Europe, Asia, and Oceania. In Japan, sales of
high-speed monochrome printers, such as the imageRUNNER ADVANCE
8105 PRO, were strong, as were sales of imagePRESS C7010VP in the
Americas, resulting in a year-on-year increase in worldwide sales in both
value and volume terms. Strong sales of the imagePRESS C7010VPS, the first
product developed jointly by Canon and Océ N.V., contributed to overall

revenue growth.



014

Strategy

The imageRUNNER ADVANCE C5051, a mainstay
model, which has contributed to revenues of office
network MFDs since its launch, meets various busi-

ness needs, employing high-speed output of 51 ppm.
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The imagePRESS C7010VP achieves high image
quality and high-precision digital printing that
rivals offset printing, with a printing speed of up
to 70 ppm.

The imagePROGRAF iPF8300S, utilizing the LUCIA
EX eight-color ink system, realizes the expanded
reproducible color gamut, and offers improved
output speed and image quality performance.

BUSINESS UNITS

Management System Financial Section

Sales of MFDs (including laser devices) for individual and SOHO use
increased in value and volume terms year on year in Europe and Asia.
Despite a drop in sales in Japan and the Americas due to falling sales
prices, in terms of volume, Canon maintained more or less the same sales
level as in 2010.

In laser printers, sales were affected by sluggish demand in Europe.
Sales on a unit basis, however, exceeded the previous year’s level because
of growth in sales of printers, primarily monochrome offerings, in
emerging countries, where demand is strong.

In large-format inkjet printers, sales in some regions stagnated due to
the earthquake in Japan and financial problems in Europe. However, the
overall growth rate for sales volume exceeded the industry average. There
are two main factors for this firm performance. One is the expansion of
sales realized through the cultivation of CAD markets in emerging coun-
tries. The other is the launch of the imagePROGRAF iPF8300S/iPF6300S. This
latest release, featuring the LUCIA EX, a new pigment ink, helped boost
sales in the poster and proofing markets.

As a result of the above, consolidated net sales in the Office Business Unit

amounted to ¥1,917.9 billion, a year-on-year decline of 3.5%.

2012 INITIATIVES

In the market for office use, Canon will upgrade the lineup and increase
sales of the imageRUNNER ADVANCE series. The Company will also pro-
mote its cloud business in collaboration with major companies in the field
of IT and cloud businesses. By raising its profile as a solutions provider,
meanwhile, Canon will strive to broaden its market share on a global scale.
In the production printing market, Canon will draw on synergies generated
by its alliance with Océ N.V. to reinforce and expand its business.

In laser printers, we will launch new products focusing primarily on
models designed for high-volume printing, and continue efforts to increase
market share and enhance profitability.

In large-format inkjet printers, the Company will strengthen its sales and
marketing functions in emerging countries. At the same time, Canon will
step up marketing activities in the poster and proofing markets. The
Company will also target further sales expansion by launching competitive

products while closely monitoring market and competitive trends.
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CONSUMER BUSINESS UNIT
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Canon’s digital SLR cameras, which use groundbreaking technology such as proprietary lenses, CMOS sensors, and image processors, lead the world with their high image

quality and contribute to sales.
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2011 REVIEW

In Japan, demand for digital single lens reflex (SLR) cameras slumped due to
the Great East Japan Earthquake, although demand remained steady in
other world markets. The downtrend in production levels caused by the
earthquake had mostly ended by the summer of 2011. Canon worked hard
to increase sales, centering on the entry-level model EOS Rebel T3i (EOS
600D in some areas), as well as the advanced-amateur model EOS 5D Mark
II. Since November, Canon has also been affected by shortages in parts sup-
plies due to floods in Thailand. Despite this and other setbacks during the
period, on a full-year basis, sales of digital SLR cameras grew steadily in
both value and volume terms.

Demand for compact digital cameras stayed stagnant in developed coun-
tries, but grew in emerging countries. Compact digital cameras that sold
particularly well were the PowerShot ELPH 100 HS (IXUS 115 HS in some
areas) and the PowerShot SX230 HS. Nonetheless, total sales of compact dig-
ital cameras declined year on year, in both volume and value terms, on the
back of the earthquake in Japan and the shortage of parts supplies caused
by the floods in Thailand.



014

Strategy BUSINESS UNITS Management System Financial Section

The EOS Rebel T3i (EOS 600D in some areas) includes
Scene Intelligent Auto (automatically selecting the

most appropriate setting) and a Vari-Angle Clear View
LCD monitor, enabling shooting from various angles.

The PowerShot ELPH 100 HS (IXUS 115 HS in some
areas) delivers exceptional performance in low-light
settings through the HS System, incorporating a
CMOS sensor and DIGIC 4 image processor.

The PIXMA MG6200 series features enhanced
basic performance, including a Quiet Mode
and wireless LAN connectivity, and improved
ease of use.

In digital camcorders, facing an overall downturn in market demand,
Canon focused on sales of high-definition models, for which demand is
expected to increase. These included the VIXIA HFR 21 (LEGRIA HFR 21 in
some areas) and the VIXIA HFM 41 (LEGRIA HFM 41 in some areas).

In the broadcast equipment market, there was healthy demand for lenses
for high-definition televisions, as well as an increase in portable lens sales
volume. Accordingly, Canon retained its high market share.

In inkjet printers, the economic downturn in Europe and the effects of the
earthquake in Japan and floods in Thailand adversely affected the market.
Worldwide, sales of inkjet printers slightly declined from the previous year.
In this environment, Canon introduced new products that meet diversifying
needs, such as the PIXMA MG 6200 series, which is equipped with a Quiet
Mode and has both cloud and Wi-Fi (wireless LAN) operation. Thanks to these
efforts to strengthen the product lineup, sales volume of inkjet printers
increased year on year. However, a fall in production caused by the Thai
floods and the impact of the yen’s appreciation inevitably resulted in a sales
decrease in value terms. By contrast, sales of consumables remained strong.

In image scanners, Canon retained its top world market share amid con-
traction across the entire market.

As a result of the above, the Consumer Business Unit posted consolidated

net sales of ¥1,312.0 billion, down 5.7% from the previous year.

2012 INITIATIVES

In Hollywood and elsewhere in the motion picture industry, there is
increasing demand for digital camcorders with superior image resolution,
as well as a growing market for highly reliable interchangeable lenses with
excellent image quality. Accordingly, Canon will expand its business target-
ing the commercial sector by focusing on enhancing its Cinema EOS System.
Launched in 2011, this system features lenses and cameras for use in
movie production.

Meanwhile, the retail photo-finishing service market is also showing an
expansionary trend. This business includes over-the-counter and Web-based
print-service business targeting the production of photo prints, photo
albums and other high-value-added photo materials. Seeking to capitalize
on this growing market opportunities, Canon will concentrate on expand-
ing sales of the DreamlLabo 5000. This commercial photo printer, featuring
high productivity coupled with high-quality photos and detailed text, uses
the inkjet method, which is ideally suited to the production of high-value-

added photo materials.
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INDUSTRY AND OTHERS BUSINESS UNIT
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Canon, through its semiconductor lithography systems, achieves ever higher levels of performance and functionality to meet the strict cutting-edge demands of the industry,
while focusing on the development of future technologies. These technologies also serve as a driving force behind Canon's optical and control technologies.

2011 REVIEW

In semiconductor lithography systems, Canon enjoyed healthy demand for i-
line steppers owing to brisk capital investment by makers of NAND-flash
memory devices and image sensors, underpinned by strong demand for

500,000

132,958 420,863 smartphones. Against this background, in July 2011 Canon released the FPA-

400,000 5510iV i-line stepper, its first back-end semiconductor manufacturing tool.
w2778 ‘ The new product is ideal for 3D packaging—a next-generation packaging

300,000
200,000
100,000

2009 2010 2011 smartphones and other devices. However, due to weak capital investment in

technology. During the year, the Great East Japan Earthquake had some
impact on production facilities in Japan, but the pace of restoration was
greater than anticipated. Accordingly, sales of Canon’s semiconductor lithog-
raphy systems increased significantly, both in value and volume terms.

In LCD lithography systems, capital investment was solid in the industry
of small and medium-size LCD panels because of the booming market for

NET SALES large-scale panels for TVs and the like, overall sales on LCD lithography sys-
(Millions of yen) tems declined year on year, both in value and volume terms.

In medical equipment, Canon released in succession new mainstay digital radi-
ography systems, including CXDI-501C. The Company also enjoyed year-on-year
increases, both in value and volume terms of the systems—centering on the

CXDI-50 series and CXDI-70C Wireless—owing to healthy sales in the United
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The FPA-5510iV, a back-end semiconductor lithog-
raphy system, meeting the demand for integration
on semiconductor devices while realizing high
performance, can be used in 3D packaging.

The CXDI-501C, a new slim, lightweight digital radi-

ography system, incorporates a convenient handle

design for superior portability, enables quick imag-

ing, and reduces X-ray exposure to patients.

The System-ELVESS features a fully automated man-
ufacturing process, encompassing the vacuum vapor
deposition of OLED materials through to encapsu-

lation, realizing high productivity and expandability.

States and China. As for ophthalmic equipment, overall sales remained rela-
tively unchanged from the previous year owing to efforts to boost sales of
the CR-2 non-mydriatic retinal cameras, the new tonometer TX-20 and other
products, combined with the positive effects of mainly the large business
deal gained in Australia.

With respect to document scanners manufactured by Canon Electronics
Inc., weak sales in the United States, due to a stagnating market for check
scanners for financial institutions, were offset by increased sales in Japan
and Europe. As a result, total sales of document scanners were largely
unchanged from the previous year.

Sales of organic LED (OLED) panel manufacturing equipment made by Canon
Tokki Corporation (formerly Tokki Corporation) increased dramatically year on
year, thanks to proactive capital investment among OLED panel manufacturers.

There was a decline in sales of die bonders made by Canon Machinery
Inc., as semiconductor device manufacturers curbed their capital invest-
ment. However, sales of FA system-related devices rose substantially owing
to a continuation of solid orders received, mainly in China and South
Korea, for rechargeable battery-related devices for automobiles.

Sales of magnetic head and disk thin-film deposition equipment made by
Canon ANELVA Corporation declined year on year. However, sales of LED
thin-film deposition equipment increased, and sales of semiconductor thin-
film deposition equipment were maintained at previous-year levels.

As a result, consolidated net sales of the Industry and Others Business
Unit amounted to ¥420.9 billion, down 2.8% from the previous year.

2012 INITIATIVES
Going forward, Canon will focus on the medical equipment and intelligent
robot fields as core areas for new business expansion.

In the medical equipment field, Canon will strive to grow its digital radi-
ography system business by delivering higher levels of precision, image
quality, and sensitivity. At the same time, Canon will seek to broaden its
presence in retinal cameras offering greater functionality. In addition, the
Company will emphasize development of genetic diagnostic systems, as
well as mammography equipment incorporating optical ultrasound tech-
nologies that both have minimal impact on the body and enable early
detection of cancer and other conditions.

In intelligent robots, Canon will deploy a variety of recognition technolo-
gies amassed through its experience in cameras and office equipment—
including face recognition, character recognition, and image retrieval tech-
nologies—to develop Super Machine Vision (vision system for automatic
production robots handling assembly and inspection processes), which is
superior to human vision system. Canon will also consider future sales to
third parties and step up related initiatives.
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2011 TOPICS

OFFICE

CANON AND OCE UNVEIL SUCCESSION
OF JOINTLY DEVELOPED PRODUCTS

BUSINESS

UNIT Since Canon welcomed the

Dutch company Océ N.V. into

the Canon Group in 2010,
Canon has been working to strengthen its business
foundation by building a powerful, complementary
relationship with Océ covering both technologies
and products. In 2011,
Canon and Océ unveiled a
succession of jointly devel-
oped products. They
include the imagePRESS
C7010VPS series of digital

production printing systems

and the imageRUNNER ADVANCE C9000S PRO series
of color network multifunction devices (MFDs) incor-
porating an Océ-made printer controller, and a
series of monochrome production printing systems
that combines a new engine developed by Océ with
a high-performance Canon scanner. Through ongo-
ing collaboration with Océ,
Canon will continue
strengthening its product
lineup in the production
printing market to deliver
solutions that meet a wide

range of needs.

imageRUNNER ADVANCE C9000S PRO series

CONSUMER

AIMING TO CREATE A NEW COMMERCIAL PHOTO PRINTER MARKET,
CANON LAUNCHES A NEW BRAND “DreamLabo”

BUSINESS

UNIT The proliferation of digital cam-

eras has sparked a rapid

increase in the number of pho-
tos taken, leading to a rise in the use of
Internet-based services for ordering photo albums
and other merchandise. Demand for high-quality
print-on-demand (POD) systems
that can produce high-resolution
photos together with high-quality
text is also expected to increase.
Against this background, Canon
launched its DreamLabo 5000 com-
mercial photo printer. Here, Canon

leveraged its inkjet technologies D eamlate 5000

amassed over many years—including its FINE (Full-
photolithography Inkjet Nozzle Engineering)
high-precision print head technology—and has
achieved further advances to deliver photo images
with a level of color representation*! that is on the
whole superior to that of silver halide systems,
along with high-definition text.
Dreamlabo's exceptional productiv-
ity enables high-speed printing of
the contents of a 20-page A4-size

photo album in just 72 seconds.*

“1 Compared with conventional silver halide
photos. Based on Canon research.

“2 A completed photo album requires a sepa-
rate bookbinding process.
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CONSUMER

FULL-FLEDGED ENTRY INTO MOTION PICTURE
PRODUCTION MARKET IN HOLLYWOOD

BUSINESS

UNIT In recent years, the motion pic-

ture industry has seen advances

in digitization and image reso-
lution. Canon has already earned accolades for the
exceptional image quality and sublime imaging
expression offered by “EOS MOVIES,” which utilizes
its EOS digital SLR cameras and its
wide array of EF lenses, and has
been used in Hollywood movie pro-
duction. Against this background,
Canon launched the Cinema EOS
System in November 2011. This sys-
tem enables expressive images of

exceptional quality, thanks to its T ——

combination of high-performance components.
These include a diverse lineup of interchangeable
lenses compatible with 4K resolution (the next-gen-
eration high-definition standard), a digital video
camcorder equipped with a large CMOS sensor
that delivers image resolution of approximately
8.29 megapixels, and a next-gener-
ation digital SLR camera with a 4K
video recording function. The
launch of the Cinema EOS System
provides Canon with a platform
for expanding into the broader
field of cinematographic lenses

and cameras.

1998, Canon has made signifi-
cant contributions to the digital evolution in
diagnostic imaging. In 2011, Canon introduced a
succession of new products to the medical imaging
market. For example, Canon

released four models in the new

CXDI-401 series of stationary full-

size systems, which can be used

without the need to substantially

|
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modify existing analog imaging ==
diagnostic equipment. Canon also

launched the slim, lightweight, OB0C Wireleoe

CANON ENHANCES CXDI-SERIES
INDAUNSDTRY DIGITAL RADIOGRAPHY SYSTEM LINEUP
OTHERS
BUSINESS Since releasing the world’s first portable CXDI-501C/501G fitted with a convenient
UNIT digital radiography system in handle, as well as the CXDI-80C Wireless, an 11 x
14-inch, cassette-sized model that can transmit

image data wirelessly. Canon’s digital radiography

systems enable high image quality and high-resolu-

tion diagnostic imaging with reduced X-ray
exposure for patients. In addition
to hospital-based X-ray imaging,
these systems will be used in a
variety of settings, including
mobile health care vehicles and at

the scene of disasters.
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CORPORATE

Canon maintains sound

corporate governance as part of

efforts to maximize its stockholders’ value
and become a truly excellent global

corporation.

BASIC POLICY AND CORPORATE
GOVERNANCE STRUCTURE

Canon recognizes that management supervision functions
and management transparency are vital to strengthening
its corporate governance and further raising corporate
value. Canon’s basic governance structure comprises the
General Meeting of Shareholders, the Board of Directors
and the Board of Corporate Auditors. Furthermore, the
Executive Committee and management committees are
dedicated to addressing key issues. All of these bodies work
together to ensure the appropriate management of the
Group through an internal auditing structure under-
pinned by the Corporate Audit Center and an information
disclosure system for management activities.

Directors & Corporate Auditors (as of December 31, 2011)

Chairman & CEO Yasuo Mitsuhashi

Fujio Mitarai
President & COO

Tsuneji Uchida Headquarters

Executive Vice President & CFO Managing Directors

Chief Executive, Peripheral Products Operations

Shigeyuki Matsumoto
Group Executive, Device Technology Development

GOVERNANCE

The San-ji (“Three Selfs”) spirit are an important guiding principle to become a truly
excellent global corporation.

BOARD OF DIRECTORS

Important business matters are discussed and ratified
during meetings of the Board of Directors and Executive
Committee. As of December 31, 2011, the board consisted
of 19 directors. In order to facilitate more practical and
efficient decision making, the board is entirely composed
of internal directors who have well-developed knowledge
of the Company’s affairs. Also, the board is supported by
various management committees that address important
management issues in their specific fields. These commit-
tees complement the Company’s management system by
business unit, facilitate efficient decision making and
realize a mutual supervisory function for such matters as
compliance and ethics.

Haruhisa Honda

Group Executive, Production Engineering Headquarters
Hideki Ozawa

President & CEO, Canon (China) Co., Ltd.

Masaya Maeda

Chief Executive, Image Communication Products Operations

Toshizo Tanaka Tomonori Iwashita

Senior General Manager, External Relations Center

Senior General Manager, Corporate Communications Center
Group Executive, Finance & Accounting Headquarters

Vice Chairman, Supervisory Board of Océ N. V.

Masahiro Osawa

Executive Vice President & CTO

Katsuichi Shimizu
Toshiaki Ikoma

Group Executive, Corporate R&D Ryoichi Bamba

Senior Managing Directors

Kunio Watanabe Toshio Homma

Group Executive, Environment Headquarters
Group Executive, Quality Management Headquarters

Group Executive, Global Procurement Headquarters
Group Executive, General Affairs Headquarters

President & CEO, Canon Europa N.V.
President & CEO, Canon Europe Ltd.

Directors

Yasuhiro Tani
Group Executive, Digital Platform Technology
Development Headquarters

Makoto Araki
Group Executive, Information & Communication Systems
Headquarters

Chief Executive, Inkjet Products Operations

Corporate Auditors

Keijiro Yamazaki
Shunji Onda

Group Executive, Corporate Planning Development
Headquarters

Yoroku Adachi
President & CEO, Canon U.S.A., Inc.

Chief Executive, L Printer Products Operations

Masaki Nakaoka
Chief Executive, Office Imaging Products Operations

Tadashi Ohe (Outside)
Kazunori Watanabe (Outside)
Kuniyoshi Kitamura (Outside)




Business Units

Strategy

MANAGEMENT SYSTEM Financial Section

Governance Structure (as of December 31, 2011)

(S=LLIN General Meeting of Shareholders

Board of Directors

Chairman & CEO
President & COO
Executive Vice President & CFO

Executive Vice President & CTO

Consumer Business Unit

Executive Officers

Executive Committee

Corporate Audit Center
Headquarters Administrative Divisions

Office Business Unit

Board of Corporate Auditors

Management Strategy Committee

New Business Development Committee
Corporate Ethics and Compliance Committee
Internal Control Committee

Disclosure Committee

Industry and Others Business Unit

Subsidiaries & Affiliates

Marketing Subsidiaries & Affiliates

Manufacturing Subsidiaries & Affiliates

R&D Subsidiaries & Affiliates

EXECUTIVE OFFICER SYSTEM
Canon is endeavoring to realize more flexible and effi-
cient management operations by maintaining an
appropriately sized organization of directors and pro-
moting capable human resources with accumulated
executive knowledge across specific business areas.
Executive officers are appointed and dismissed by the
Board of Directors and have a term of office of one year. The

number of executive officers was 15 as of December 31, 2011.

AUDITING SYSTEM

Canon has five corporate auditors, including three out-
side corporate auditors who have no personal, capital or
business affiliations with the Company. Canon has noti-
fied the stock exchanges in Tokyo, Osaka, Nagoya,
Fukuoka and Sapporo of the designation of these outside
corporate auditors as independent auditors, as provided
under the regulations of the stock exchanges. Corporate
auditors’ duties include attending meetings of the Board
of Directors and of the Executive Committee, listening to
business reports from directors, carefully examining doc-
uments related to important decisions and conducting
strict audits of the Group’s business and assets. Corporate
auditors also work closely with accounting auditors and
the Corporate Audit Center, which is in charge of moni-
toring the Company’s compliance, risk management and
internal control systems in addition to providing assess-
ments and recommendations as required.

INTERNAL CONTROL COMMITTEE

In response to the Sarbanes-Oxley Act, including Section
404, which came into force during 2006, Canon contin-
ues to reinforce internal control systems and implement
appropriate measures. The Internal Control Committee is
responsible for Groupwide internal controls, including
securing credibility of financial reporting.

In order to strengthen internal controls, Canon con-
ducts comprehensive evaluations of internal controls
across areas that include accounting, management
oversight, legal compliance, IT systems and the promo-
tion of corporate ethics. As of December 31, 2011,
internal control over financial reporting has been
assessed as effective by the management and an inde-
pendent registered public accounting firm. (Please refer
to pages 97 and 99.)
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At Group companies worldwide, employees carry with them compliance cards.
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OTHER COMMITTEES

The Corporate Ethics and Compliance Committee, in
addition to the Disclosure Committee, is the key body
of Canon’s management committees. The Corporate
Ethics and Compliance Committee discusses and
approves corporate ethics and compliance policies
while monitoring the implementation of these policies.
The Disclosure Committee works to ensure strict com-
pliance with disclosure regulations as prescribed by
stock exchanges.

COMPLIANCE

Shortly after its founding, Canon established the Sani,
or “Three Selfs” spirit—namely: “selfmotivation,” or tak-
ing the initiative and being proactive in all things;
“selfmanagement,” or conducting oneself responsibly
and being accountable for all one’s actions; and “self-
awareness,” or understanding one’s situation and role
in it. These principles remain the basis for employee

education and provide the platform for the Canon
Group Code of Conduct.

Recognizing the importance of safeguarding personal
information, Canon does its utmost to protect this valu-
able form of information asset in the course of fulfilling
its social responsibilities. With the aim of keeping its
employees informed and aware, the Company conducts
e-learning sessions as part of its personal information
protection education programs every year.

DISCLOSURE
Canon makes every effort to disclose information on its
management and business strategies as well as its per-
formance results to all stakeholders in an accurate, fair
and timely manner. To this end, Canon holds regular
briefings and posts the latest information on its website
together with a broad range of disclosure materials.
Canon has formulated its own Disclosure Guidelines
and established the Disclosure Committee, which

Significant Differences in Corporate Governance Practices between Canon and U.S. Companies Listed on the NYSE

Section 303A of the New York Stock Exchange (the “NYSE”)
Listed Company Manual (the “Manual”) provides that compa-
nies listed on the NYSE must comply with certain corporate
governance standards. However, foreign private issuers
whose shares have been listed on the NYSE, such as Canon
Inc. (the “Company”), are permitted, with certain exceptions,
to follow the laws and practices of their home country in
place of the corporate governance practices stipulated under
the Manual. In such circumstances, the foreign private issuer
is required to disclose the significant differences between the
corporate governance practices under Section 303A of the
Manual and those required in Japan. A summary of these dif-
ferences as they apply to the Company is provided below.

1. Directors

Currently, 