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This document is an English translation of the lomement Status Report (the “Status Repoit”)
submitted to the Tokyo Stock Exchange by FUJIFILMIdings Corporation (“the Company”) datgd
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only for reference purposes. Due to the limitatiddtime for the preparation of the English transla;t
this document is subject to further review and gearin the event of any discrepancy between [the
Japanese original and this English translationJ#panese original shall prevail. The Company mdkes
no assurance and warranty with respect to the aiemss and accuracy of this English translafion
and assumes no responsibility for this translatiofor direct, indirect or any other forms of daraag

arising out of the translation.
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Improvement Status Report

June 25, 2018

To: Tokyo Stock Exchange, Inc.
Koichiro Miyahara, President & CEO

FUJIFILM Holdings Corporation
Kenji Sukeno, President and Chief Operating Officer

The Company submits this improvement status regetdiling the status of implementation and
management of the improvement measures being tak&mnection with the improvement report
submitted on December 11, 2017 (the “ImprovememioR®) pursuant to Article 503, Paragraph 1
of the Securities Listing Regulations of Tokyo $t&xchange, Inc.
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1. Sequence of events up to submission of the ImpreméReport
(1) Reasons for submission of the Improvement Repattdeiails of restatements of financial
results for past fiscal years

On June 12, 2017, the Company disclosed an inetsiigreport prepared by the Independent
Investigation Committee concerning appropriaterméseccounting practices pertaining to overseas
sales subsidiaries of Fuji Xerox Co., Ltd. (“FX& consolidated subsidiary of the Company, and on
July 31, 2017 the Company restated the annualreggmeleases, etc. for past fiscal years. On the
same day, the Company also submitted amendmentsdpothe annual securities reports, etc. for
past fiscal years. In addition, the Company suiechithe Improvement Report detailing the
background of and improvement measures for theemait December 11, 2017 pursuant to Article
502, Paragraph 3 of the Securities Listing Regutatiof Tokyo Stock Exchange, Inc.

The Financial Documents for Past Fiscal Years tt@tCompany submitted and the amount of

impact on consolidated financial results are dev:

Restated annual earnings releases for past fiseasy

116" Term (From April 1, 2011 to March 31, 2012)

- Financial results for the fiscal year ended M&&h2012 (US GAAP) (consolidated)
117" Term (From April 1, 2012 to March 31, 2013)

- Financial results for the fiscal year ended M&&h2013 (US GAAP) (consolidated)
118" Term (From April 1, 2013 to March 31, 2014)

- Financial results for the fiscal year ended M&&h2014 (US GAAP) (consolidated)
119" Term (From April 1, 2014 to March 31, 2015)

- Financial results for the fiscal year ended M&&h2015 (US GAAP) (consolidated)
120" Term (From April 1, 2015 to March 31, 2016)

- Financial results for the fiscal year ended M&&h2016 (US GAAP) (consolidated)
122% Term (From April 1, 2016 to March 31, 2017)

- Financial results for the fiscal year ended M&&h2017 (US GAAP) (consolidated)
N.B.: The consolidated financial results for thecél year ended March 31, 2017 (from April 1,
2016 to March 31, 2017) that the Company annoupoetuine 12, 2017 is unchanged.

Restated quarterly earnings releases for past fiseas

119" Term (From April 1, 2014 to March 31, 2015)

- Financial results for first quarter of the fiscg¢ar ended March 31, 2015 (US GAAP)
(consolidated)

- Financial results for second quarter of the fisggar ended March 31, 2015 (US GAAP)

(consolidated)
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- Financial results for third quarter of the fiscgar ended March 31, 2015 (US GAAP)

(consolidated)

120" Term (From April 1, 2015 to March 31, 2016)

- Financial results for first quarter of the fiscg¢ar ended March 31, 2016 (US GAAP)
(consolidated)

- Financial results for second quarter of the fisggar ended March 31, 2016 (US GAAP)
(consolidated)

- Financial results for third quarter of the fiscgar ended March 31, 2016 (US GAAP)

(consolidated)

122° Term (From April 1, 2016 to March 31, 2017)

- Financial results for first quarter of the fiscg¢ar ended March 31, 2017 (US GAAP)
(consolidated)

- Financial results for second quarter of the fisggar ended March 31, 2017 (US GAAP)
(consolidated)

- Financial results for third quarter of the fiscgar ended March 31, 2017 (US GAAP)

(consolidated)

Restated annual securities reports for past figeals

- 116" Term (From April 1, 2011 to March 31, 2012)
-117" Term (From April 1, 2012 to March 31, 2013)
- 118" Term (From April 1, 2013 to March 31, 2014)
-119" Term (From April 1, 2014 to March 31, 2015)
- 120" Term (From April 1, 2015 to March 31, 2016)

Restated quarterly securities reports for paséaffigears

- First quarter of the 1f9rerm (From April 1, 2014 to June 30, 2014)

- Second quarter of the 1 Ferm (From July 1, 2014 to September 30, 2014)

- Third quarter of the 11%9Term (From October 1, 2014 to December 31, 2014)

- First quarter of the 180Term (From April 1, 2015 to June 30, 2015)
- Second quarter of the 1%Term (From July 1, 2015 to September 30, 2015)

- Third quarter of the 130Term (From October 1, 2015 to December 31, 2015)

- First quarter of the 12'TTerm (From April 1, 2016 to June 30, 2016)
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- Second quarter of the 12Term (From July 1, 2016 to September 30, 2016)
- Third quarter of the 121Term (From October 1, 2016 to December 31, 2016)
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Amount of impact on financial results due to remtant of the Financial Documents for Past

Fiscal Years
Fiscal year (Unit: million yen)
Before Amount of
] After restatemen .
Fiscal Years Items restatement ®) impact
(A) (B)-(A)
Revenue 2,195,293 2,180,996 (14,297)
Operating income 112,948 109,260 (3,688)
116" Term Income before income taxes 89,187 85,849 (3,338)
(Fiscal year ended | Net income attributable to
_ 43,758 42,762 (996)
March 2012) FUJIFILM Holdings
Total assets 2,739,685 2,734,328 (5,337)
Total equity 1,856,484 1,839,533 (16,951)
Revenue 2,214,696 2,199,540 (15,156)
Operating income 114,116 108,384 (5,732)
117" Term Income before income taxes 119,186 112,883 (6,303)
(Fiscal year ended | Net income attributable to
. 54,266 50,847 (3,419)
March 2013) FUJIFILM Holdings
Total assets 3,059,596 3,035,901 (23,695)
Total equity 2,024,786 2,000,697 (24,089)
Revenue 2,439,953 2,418,095 (21,858)
Operating income 140,808 128,461 (12,347)
118" Term Income before income taxes 157,154 144,740 (12,414)
(Fiscal year ended | Net income attributable to
_ 80,996 71,558 (9,438)
March 2014) FUJIFILM Holdings
Total assets 3,226,969 3,191,847 (35,122)
Total equity 2,198,223 2,159,465 (38,758)
Revenue 2,492,60p 2,463,387 (29,218)
Operating income 172,398 164,415 (7,983)
119" Term Income before income taxes 197,102 188,966 (8,136)
(Fiscal year ended | Net income attributable to
. 118,553 110,940 (7,613)
March 2015) FUJIFILM Holdings
Total assets 3,556,569 3,501,950 (54,619)
Total equity 2,467,416 2,418,177 (49,239)
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Revenue 2,491,624 2,460,383 (31,241)
Operating income 191,179 180,626 (10,553)
120" Term Income before income taxes 194,529 182,242 (12,287)
(Fiscal year ended | Net income attributable to
_ 123,313 116,402 (6,911)
March 2016) FUJIFILM Holdings
Total assets 3,363,614 3,311,970 (51,704)
Total equity 2,283,832 2,231,997 (51,835)
Before Amount of
After restatement
Fiscal Years Items restatement ®) impact
(A) (B)-(A)
Revenue 558,362 556,116 (2,246)
Operating income 29,838 29,168 (670)
119" Term .
Income before income taxes 29,866 29,158 (708)
(Quarter ended
Net income attributable to
June 2014) . 15,365 13,828 (1,537)
) FUJIFILM Holdings
First quarter
Total assets 3,202,592 3,165,344 (37,248)
Total equity 2,207,453 2,167,049 (40,404)
Revenue 1,182,894 1,171,655 (11,239)
Operating income 71,595 70,086 (1,509)
119" Term :
Income before income taxes 75,807 74,222 (1,585)
(Quarter ended
Net income attributable to
September 2014) _ 40,551 38,463 (2,088)
FUJIFILM Holdings
Second quarter
Total assets 3,318,817 3,280,831 (37,986)
Total equity 2,283,050 2,242,950 (40,100)
Revenue 1,815,166 1,800,439 (14,727)
Operating income 124,425 120,934 (3,491)
119" Term .
Income before income taxes 153,177 149,570 (3,607)
(Quarter ended
Net income attributable to
December 2014) . 93,863 89,182 (4,681)
) FUJIFILM Holdings
Third quarter
Total assets 3,540,115 3,496,054 (44,121)
Total equity 2,463,037 2,416,999 (46,038)
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Before Amount of
) After restatement .
Fiscal Years Items restatement ®) impact
(A) (B)-(A)
Revenue 590,91 586,676 (4,242)
Operating income 36,19 33,895 (2,298)
120" Term :
Income before income taxes 44,610 42,278 (2,332)
(Quarter ended
Net income attributable to
June 2015) _ 24,305 22,763 (1,542)
] FUJIFILM Holdings
First quarter
Total assets 3,577,442 3,525,506 (51,936)
Total equity 2,492,331 2,442,918 (49,416)
Revenue 1,226,06 1,215,606 (10,458)
Operating income 80,67 77,715 (2,956)
120" Term .
Income before income taxes 84,599 81,579 (3,020)
(Quarter ended
Net income attributable to
September 2015) . 46,946 44,530 (2,416)
FUJIFILM Holdings
Second quarter
Total assets 3,421,546 3,368,745 (52,801)
Total equity 2,388,023 2,340,926 (47,097)
Revenue 1,841,490 1,824,942 (16,548)
Operating income 133,920 128,606 (5,314)
120" Term :
Income before income taxes 141,742 136,333 (5,409)
(Quarter ended
Net income attributable to
December 2015) _ 84,384 80,266 (4,118)
) FUJIFILM Holdings
Third quarter
Total assets 3,468,901 3,412,416 (56,485)
Total equity 2,395,084 2,343,228 (51,856)
Before Amount of
) After restatement .
Fiscal Years Items restatement ®) impact
(A) (B)-(A)
Revenue 547,018 545,845 (1,168)
Operating income 27,56 29,500 1,939
121" Term :
Income before income taxes 21,716 23,604 1,888
(Quarter ended
Net income attributable to
June 2016) . 11,154 12,068 914
) FUJIFILM Holdings
First quarter
Total assets 3,173,824 3,127,222 (46,602)
Total equity 2,183,355 2,134,847 (48,508)
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Revenue 1,120,93¢ 1,113,617 (7,320)
Operating income 63,472 67,354 3,882
121" Term

Income before income taxes 60,600 64,353 3,753

(Quarter ended
Net income attributable to

September 2016) 33,544 34,384 840

FUJIFILM Holdings

Second quarter
Total assets 3,174,725 3,129,998 (44,727)
Total equity 2,156,724 2,109,457 (47,267)
Revenue 1,702,904 1,692,261 (10,643)
Operating income 114,139 118,317 4,178

121" Term

Income before income taxes 126,162 130,517 4,355

(Quarter ended
Net income attributable to

December 2016) 76,928 78,738 1,810

FUJIFILM Holdings

Third quarter
Total assets 3,333,183 3,286,065 (47,118)
Total equity 2,299,260 2,248,757 (50,503)

In addition to inappropriate accounting practicadicted by overseas sales subsidiariagthe

past, other amendments have been made includimgwed tax effect accounting, adjustment of

such consolidated accounting treatment as elinmnaf unrealized intercompany profits,

retrospective correction of past errors and othgrseconfirming prior financial results in detail.

The breakdowns of the restated amounts are asvillo

1 Fuji Xerox New Zealand Limited (“FXNZ”) and Fujiétox Australia Pty. Limited (“FXA").

10
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Fiscal year (Unit: million yen)
Breakdown of restatement
_ FXNZ FXA | Total of | Reconfirmation,| Total of
Fiscal Years ltems
©) (D) left etc. restated
(C)+(D) (E) amounts
(C)+(D)+(E)
Revenue (2,868 (405) | (3,273) (11,024) (14,297)
Operating
_ (4,567) (203) | (4,770) 1,082 (3,688)
income
Income
116" Term before (4,567) (203) | (4,770) 1,432 (3,338)
(Fiscal year ended| income taxes
March 2012) Net income (4,567 (203) | (4,770) 3,231 (1,539)
Net income
attributable to
(3,425) (152) | (3,577) 2,581 (996)
FUJIFILM
Holdings
Revenue (4,570 (68) | (4,638) (10,518) (15,156)
Operating
. (2,365) (72) | (2,437) (3,295) (5,732)
income
Income
117" Term before (2,365) (72) | (2,437) (3,866) (6,303)
(Fiscal year ended| income taxes
March 2013) Net income (2,365 (72) | (2,437) (2,244) (4,681)
Net income
attributable to (1,774) (54) | (1,828) (1,591) (3,419)
FUJIFILM ’ ’ ’ ’
Holdings
118" Term Revenue (6,451) (1,621)| (8,072) (13,786) (21,858)
(Fiscal year ended| Operating
(2,127) (327) | (2,454) (9,893) (12,347)
March 2014) income

11
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Income
before (2,127) (392) | (2,519) (9,895) (12,414)
income taxes

Net income (2,127 (392) | (2,519) (9,531) (12,050)

Net income
attributable to (1,595) 294)| (1,889) (7,549) (9,438)
FUJIFILM ’ ’ | |

Holdings

Revenue (8,902) (1,238)| (10,140) (19,078)|  (29,218)

Operating
_ (7,347)| (2,405)| (9,752) 1,769 (7,983)
income

Income
before (7,365)| (2,538)| (9,903) 1,767 (8,136)
119" Term income taxes
(Fiscal year ended| Net income (7,365) (2,538)| (9,903) (619) (10,522)
March 2015) Net income

attributable to

FUJIFILM (5,523)  (1,903)} (7,426) (187) (7,613)

Holdings

Revenue (2,205) (6,132)| (8,337) (22,904)|  (31,241)

Operating
. (2,907)| (9,942)| (12,849) 2,296 (10,553)
income

Income
before (2,907)| (10,056)| (12,963) 676 (12,287)
120" Term income taxes
(Fiscal year ended| Net income (2,907) (10,056)| (12,963) 4,742 (8,221)
March 2016) Net income

attributable to

2,180 7,542 9,722 2,811 6,911
FUJIFILM ( ) ( )| ) ( )

Holdings

12
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(Unit: million yen)

Breakdown of restatement

_ FXNZ FXA | Total of | Reconfirmation| Reconfirmation
Fiscal Years Iltems
© (D) left , etc. , etc.
(C)+(D (E) (B)
)
Revenue (1,122) 246 (876) (1,370) (2,246)
Operating
) (1,547) (263) | (1,810) 1,140 (670)
income
Income
119" Term
before (1,551) (296) | (1,847) 1,139 (708)
(Quarter ended |
income taxes
June 2014)
] Net income (1,551 (296) | (1,847) 105 (1,742)
First quarter
Net income
attributable to (1,163) (222) | (1,385) (152) (1,537)
FUJIFILM ’ ’ ’
Holdings
Revenue (3,392 32| (3,360) (7,879) (11,239)
Operating
) (3,584) (500) | (4,084) 2,575 (1,509)
income
Income
119" Term
before (3,593) (566) | (4,159) 2,574 (1,585)
(Quarter ended |
income taxes
September 2014)
Net income (3,593 (566) | (4,159) 1,686 (2,473)
Second quarter
Net income
attributable to
(2,695) (424) | (3,119) 1,031 (2,088)
FUJIFILM
Holdings
Revenue (4,560 (256) | (4,816) (9,911) (14,727)
119" Term Operating (5,806) (782) | (6,588) 3,097 (3,491)
(Quarter ended | income
December 2014) | Income (5,819) (883) | (6,702) 3,095 (3,607)
Third quarter before
income taxes
Net income (5,819 (883) | (6,702) 1,036 (5,666)

13
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Net income (4,364) (663) | (5,027) 346 (4,681)
attributable to
FUJIFILM
Holdings
Breakdown of restatement
_ FXNZ FXA | Total of | Reconfirmation,  Total of
Fiscal Years Items
©) (D) left etc. restated
(C)+(D) (B) amounts
(C)+(D)+(E)
Revenue (1,036 (355) | (1,391) (2,851) (4,242)
Operating
_ (1,610) (595) | (2,205) (93) (2,298)
income
120" Term Income before
_ (1,610) (628) | (2,238) (94) (2,332)
(Quarter ended | income taxes
June 2015) Net income (1,610 (628) | (2,238) 222 (2,016)
First quarter Net income
attributable to
(1,208) (471)| (1,679) 137 (1,542)
FUJIFILM
Holdings

14
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Revenue (1,858) (1,519)| (3,377) (7.081)|  (10,458)
Operating
_ 1,627)|  (1,702)| (3,329) 373|  (2,956)
income
120" Term Income before
(1,627)| (1,765)| (3,392) 372| (3,020

(Quarter ended | income taxes

September 2015) | Net income (1,627) (1,765)| (3,392) 473 (2,919)

Second quarter | Net income

attributable to

1,220 1,324 2,544 128 2,416
FUJIFILM ( ) ( )| ) ( )
Holdings
Revenue 2,334) (3,143)| (5.477) (11,071)|  (16,548)
Operating
_ (2,414)| (3.654)| (6,068) 754|  (5,314)
income
120" Term Income before
2,414)|  (3,747)| (6,161) 752|  (5,409)

(Quarter ended | income taxes
December 2015) | Net income (2,414) (3,747)| (6,161) 988 (5,173)

Third quarter Net income

attributable to

1,810 2,810)| (4,620 502 4,118
FUJIFILM ( ) ( )| ) ( )
Holdings
Breakdown of restatement
) FXNzZ FXA Total of | Reconfirmation,|  Total of
Fiscal Years Items
© (D) left etc. restated
(C)+(D) (E) amounts
(C)+(D)+(E)
Revenue 1,107 (617) 490 (1,658) (1,168)
Operating
) 736 (145) 591 1,348 1,939
income
121 Term
Income
(Quarter ended
before 736 (127) 609 1,279 1,888
June 2016) )
) income taxes
First quarter
Net income 736 (127) 609 675 1,284
Net income
552 (95) 457 457 914
attributable to

15



[English translation for information purpose only]

FUJIFILM
Holdings

Revenue 2,094 (992)| 1,102 (8,422) (7,320)

Operating
2,113 91 2,204 1,678 3,882
income

Income

before 2,113 150 2,263 1,490 3,753

127" Term
(Quarter ended
September 2016)

Second quarter

income taxes

Net income 2,113 150 2,263 (1,004) 1,259

Net income

attributable to
1,585 113 1,698 (858) 840
FUJIFILM

Holdings

Revenue 3,483 (1,104)| 2,379 (13,022) (10,643)

Operating
3,100 143 3,243 935 4,178
income

Income
before 3,100 257 3,357 998 4,355
income taxes

Net income 3,10d 257 3,357 (941) 2,416

127" Term
(Quarter ended

December 2016)

Third quarter
Net income

attributable to

2,325 192 2,517 (707) 1,810
FUJIFILM

Holdings

16



[English translation for information purpose only]

The amount of impact on shareholders’ equity artdl tequity on the balance sheet and

breakdown thereof due to restatements for thd T26m and the breakdown of such impact are as

follows:
(Unit: million yen)
Breakdown of restatement
_ FXNZ FXA | Total of | Reconfirmation| Reconfirmation
Fiscal Years Iltems
©) (D) left , etc. , etc.
(C©)+(D (E) (B)
)
120" Term Shareholders’
(18,546)|  (9,576)| (28,122) (11,505) (39,627)
(Fiscal year equity
ended March | Total equity
2015) (24,728)| (12,768)| (37,496) (14,339) (51,835)

(2) Background to discovery

On September 16, 2016, National Business RevieWa® Zealand (“NBR”) reported that
FXNZ, an overseas sales subsidiary of FX, a cotastdd subsidiary of the Company, had been
improperly posting revenue over several years. QBtober 11, 2016, a research company and a
UK-based investor contacted the Company regardiegntedia reports. Though the Company
recognized a possibility that there was a problerthé appropriateness of accounting practices in
terms of accuracy and collectability, etc. regagdireceivables in relation to certain lease
transactions in or before fiscal 2015 by FXNZ (tMatter”), the Company did not commence its
own investigation since the Company relied on tifermation reported to it by FX to the effect
that the media reports by NBR were not factual. weler, the Company had continued to collect
information from FX and had been discussing withM® AZSA LLC (“KPMG AZSA"), the
accounting auditor of the Company, about the cdstefhthe collected information.

After that, in relation to the account closing the fiscal year ended March 31, 2017, the
Company recognized the need to investigate theeMatsed on the results of discussions with
KPMG AZSA and the results of internal confirmatiohfacts and created an internal investigation
committee on March 27, 2017. Then, at a boardingeen April 20, 2017, the Company passed
a board resolution creating an independent invatitiy committee comprised of outside experts
without any interests in the Company, to improwe dbjectivity and credibility of the investigation

into the Matter.

17
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(3) Purpose, target period, scope, and methods oftigaéien
I. Entrusted matters
The Company entrusted the independent committéepeittorming the following:
(a) Investigating the facts pertaining to the Matter;
(b) Investigating the existence or non-existence ofdhges similar to the Matter and the facts
pertaining to such cases (if any);
(c) Analyzing the causes of the Matter and making renendations on preventative measures;

(d) Other matters recognized as necessary by the Indepelnvestigation Committee.

ii. The Independent Investigation Committee members

The Independent Investigation Committee was coregrig the following:

Chairman | Taigi Ito Certified Public Accountant
(Ito CPA Accounting Office)
Member Kyoichi Attorney-at-law (City-Yuwa Partners)
Sato
Member Koji Attorney-at-law (Matsuo & Kosugi)
Nishimura

The Independent Investigation Committee appoindddwing assistant investigators and had them

assist with the investigation:

Deloitte Tohmatsu Financial Advisory Representatikesistant Investigator, CPA Shigefu
Tsukishima
(224 persons in total)

City-Yuwa Partners Representative Assistant Ingasir, Attorney-at-law
Masahiro Terada

Attorney-at-law Haruka Shibuya

Attorney-at-law Hitoshi Sakai

Attorney-at-law Hiroyasu Horimoto

Attorney-at-law Yoko Maeda (15 in total)

Matsuo & Kosugi Representative Assistant Investiga@ttorney-at-law
Kazuo Iwasa

Attorney-at-law Yoshihiko Takahashi
Attorney-at-law Takeo Tanaka

Attorney-at-law Kasumi Hanami

Attorney-at-law Shintaro Tominaga (8 in total)

18
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Investigative methods, etc. used by the Independeastigation Committee
Between April 20 and June 10, 2017, the Indepenbiesmistigation Committee conducted its
investigation based on data documents disclosaddbompany, FX, Fuji Xerox Asia Pacific Pte
Ltd. (“FXAP”), FXNZ, FXA, etc. and their related gees, interviews with related parties, data

from digital forensics, and public information, etc

(a) Internal investigation committee’s investigatiorogiress report and handover of evidentiary
materials

As part of its investigation, the Independent Imigegion Committee collected the reports
provided by the internal investigation committeepared prior to the creation of the Independent
Investigation Committee. It also requested, ola@irand took over the preserved data (including
data preserved, collected and extracted by difgitensics) on the servers of FXNZ, FXA, FXAP,
FX, and the Company, with respect to which predemahad already commenced (including
examination of data after preservation and prejarddr preservation), and contained on PCs used
for work by executives and employees subject t@stigation. The Independent Investigation
Committee determined that it was effective andisgalto use the outcome of the few interviews
that had been already conducted, in order to @autyts investigation promptly and effectively, and
therefore examined the contents thereof, and Ugedame in its investigation.

The investigation outcomes and data received fioeniriternal investigation committee were
used as evidentiary material by the Independergsinyation Committee, but the findings of the
Independent Investigation Committee’s investigativare not affected by the findings of the

internal investigation committee.

(b) Period subject to investigation

The Independent Investigation Committee set thgetgveriod to the period from April 1, 2010
to December 31, 2016, from the perspective of giffecess and achievability of the investigation.
However, the Independent Investigation Committese atvestigated the facts prior to this period
where the Independent Investigation Committee fatimdportant to ascertain the background, the

causes, the structure and others of the Matter.
(c) Interviews with executives and employees

To ascertain the background, causes, and mechaaisinsthers of the Matter, the Independent

Investigation Committee interviewed over seventgpbe, including executives and employees of

19



[English translation for information purpose only]

the Company, FX, FXAP, FXNZ, and FXA, as well asi@rparties and other related parties, each

at least once, and in some cases several times.

(d) Interviews with accounting auditors

In the process of the investigation, the Indepehterestigation Committee also held multiple
interviews with managing partners and other supgtaff from Ernst & Young ShinNihon LLC, the
accounting auditor for the Company group up toftbeal year ended March 2016 (the previous
accounting auditor), and KPMG AZSA, the accountengditor since that time (the successor
accounting auditor), and obtained information ourtly the circumstances in which each of these
accounting auditors conducted their audits of trmm@any consolidated financial statements

(auditing system, auditing plan, audit results atiebrs).

(e) Digital forensics
The Independent Investigation Committee browsedtraleic data of 75 persons related to the
Matter in the table below including those for whatata was received from the internal

investigation committee.

Company Total number of people Number of items reviewed
FXNZ 32 56,444
FXA 13 44,396
FXAP 11 84,406
FX 19 175,646
TOTAL 75 360,892

() Information collection point
The scope of information providers was set as dkaziand employees within the FX Group
(domestic and overseas) and counterparties of ¥eGFoup, and information was requested

broadly in relation to the Matter and similar prexis.

(g) Survey implementation

Surveys were sent to FX, FX’'s domestic sales sidrstg, and Fuji Xerox Service Creative Co.,
Ltd. (addressed to heads of accounting and salesiagis), (sent to 1,299 people and responses
received from 1,251 people). In addition, of thverseas subsidiaries, surveys were also sent to
accounting departments, sales departments, and lo¢atbpartments at FXNZ, FXA, Fuji Xerox
Asia Pacific Pte Ltd. (Malaysia Operations), Fujerdx (Thailand) Co., Ltd., and Fuji Xerox

Taiwan Corporation (sent to 2,141 people and resg®neceived from 834 people), in an attempt
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to ascertain whether or not any material casedasinu the Matter may have occurred at overseas

subsidiaries, and to help understand and analgzstthicture and causes leading to the Matter.

(4) Outline of the Matter and details of restatemerftr@ncial results for past fiscal years

The Company received an investigation report pegpary the Independent Investigation
Committee on June 10, 2017 and, after examiningnédoessity of restating the financial results for
past fiscal years and the details of such restaitsrisased on the investigation report and upon
consultation with the accounting auditor , the Campmade restatements of the financial results

as follows.

Issues at FXNZ
At FXNZ, inappropriate accounting practices wergied out mainly for lease transactions.
The Company reviewed financial statements for FXA\@'eceding five years, i.e., the fiscal
years ended March 31, 2011 to March 31, 2016 avide@ the amounts booked for the following

four items.

Unit: Million New Zealand dollars

Fiscal year ended
March 31, 2016

(a) Revisions to accounting practices pertairiing (259)

to lease transactions

(b) Reversal of revenue recognized withput (23)

execution of contracts or installation of equipment

(c) Reversal of DSG adjustments (23)

(d) Reversal of accounting adjustments made for (12)
the purpose of managing financial performance at

the time of settlement

Total (revised amount of equity) (318)
Revised amount of FUJIFILM Holding (238)

shareholders’ equity (corresponding to 75% of the

n

Company’s ownership stake)
Amount in JPY (185)
(¥77.88/NZD; ¥100 million)*

* as of March 31, 2016

(a) Revisions to accounting practices pertaining tgédaansactions

21



[English translation for information purpose only]

FXNZ developed and traded in lease products wikddees that fluctuate in proportion to the
customer’s equipment usage volume. Previously, ZXNnancial statements were prepared by
classifying those lease transactions as Sales{égses under US GAAP. However, based on the
issues cited in the investigation of the Matter #relopinion of the outside accounting auditor, the
Company has determined that all of FXNZ's leasetramts for which a Minimum Payment is not
guaranteed do not satisfy the conditions for Saigee lease accounting treatment. The Company
has accordingly changed their classification torafeg leases.

Following these revisions, under US GAAP the leaasskts become assets owned by FXNZ
and not by FXNZ's customers; the leased assetsmoill be recorded as fixed assets on FXNZ's
balance sheet and depreciated over the course ak#et's economic life. In addition, the amount
of lease receivables recorded on the balance shiketow only be amounts for which customer
usage was actually confirmed, not the amount basetthe total lease fee for the life of the lease
contract. The upfront recording of revenue foripoent sales on the income statement will be
reversed, and only the amount for which customagedas been confirmed will be recorded as
sales.

As a result of revisions described above, the irgppate accounting practices that FXNZ

employed in the past in regard to lease transactia@re revised collectively.

ltem Past issue
Target Volume Revenue overstated due to inflated the Target Vel(erpected
service usage volume at time of entering leasa&cis)
Residual Values Revenue overstated due to inflated Residual V4lhes
estimated sale price for leased assets when theacbaxpires
Contract Rollovers Lease contracts were renewed before expiratiortramd

recorded as a new sale without reversing the pési{there was
no delivery of new equipment for some transactions
addition, lease receivables pertaining to init@htracts with
doubtful collectability were recorded on the bakasbeet &is.
Sponsorship Cost The amount equal to sales promotion costs for tinpgse of
winning lease contracts was added to sales, anshthe amount
recorded to lease receivab

Third Party Settlements| In order to win a lease contract from a competkaiNZ would
pay the customer’s remaining contract obligatianthe
competitor, with this amount being added to satekthe same
amount recorded to lease receival

In addition, “Sponsorship Cost,” “Third Party Settlents” and other inappropriate accounting
practices were also carried out for lease contraatslassified as operating leases, and these were

also revised.
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Furthermore, because FXNZ had not recorded theopppte amount of allowance for doubtful
debt regarding lease receivables with doubtfulectélbility, additional allowance for doubtful debt

have been recorded.

Unit: Million New Zealand dollars

Fiscal year ended
March 31, 2016

Revisions to accounting practices pertaining| to

_ (247)
lease transactions
Revised amount of allowance for doubtful debt (L2)
Total (revised amount of equity) (259)

(b) Reversal of revenue recognized without executiotoofracts or installation of equipment

FXNZ had recorded equipment revenue and the camelipg costs before leased assets were
shipped to customers or delivered to customerggdaof business (including some fictitious
transactions).

Of these, the equipment revenue and costs foramstfor which the shipment and delivery of
leased assets did not actually occur have beerrsexlie In addition, for contracts which the
shipment and delivery of leased assets actuallydadir, equipment revenue and costs have been
recorded for the relevant fiscal years when leaseskts were actually shipped to customers or

delivered to customers’ places of business.

Unit: Million New Zealand dollars

Fiscal year ended
March 31, 2016

Reversal of revenue recognized without

execution of contracts or installation pf (12)
equipment

Reversal of fictitious transactions (am)
Total (revised amount of equity) (28)

(c) Reversal of DSG adjustments
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FXNZ has recorded sales for lease contracts witls that depend on the customer’s actual
equipment usage, based on the service usage vaupected at the time of execution of the
contracts. Even if actual service usage fallstsbiothe expectation, the sales that were recorded
at the time of execution of the contracts were newersed; instead the revenue shortfalls were
recognized by recording a “DSG adjustment” entryhis resulted in revenue being over-stated,
and doubts about collectability arose in regarthtolease receivables for the over-stated revenue
amounts.

The amount (net) of impact of these DSG adjustmieassbeen specified, and that the record of

amount of revenue and the lease receivables harerbeersed.

Unit: Million New Zealand dollars

Fiscal year ended
March 31, 2016

Revised amount of equity (23)

(d) Reversal of adjustments to financial performandaeatime of settlement

FXNZ engaged in inappropriate accounting practisesh as the recording of advance sales
without execution of contracts or installation gfugment, fictitious sales, and the deferral of the
recognition of costs, for the purpose of adjustiimgncial performance. Other than the two set
forth below, these inappropriate accounting prastiare revised in (b) Reversal of revenue
recognized without execution of contracts or iratan of equipment.

A cash payment related to the signing of a new l@mm lease agreement for real estate was
received as a reduction in rental expense andapm@nt was originally booked to P&L as revenue
at the time the agreement was signed. Howevarrraation has been made to recognize the cash
payment as a reduction in rental expense, spretagveuthe life of the lease.

With regard to consumables kept at customers’,sikesvalue of inventory kept at customers’

premises was excessively recorded and COGS was-temted. This has been revised.

Unit: Million New Zealand dollars

Fiscal year ended
March 31, 2016

Restatement of cash payment received (5)
Revision of consumables kept clients’ sites (7)
Total (revised amount of net assets) (L2)

Issues at FXA
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At FXA, inappropriate accounting practices wereiearout mainly for lease transactions same
as FXNZ.

In connection with the Matter, the Company consdegstating figures in the financial
statements of FXAU for the fiscal year ended Math2012 through the fiscal year ended March

31, 2016, and will be revising the amounts bookedte following three items.

Unit: million AUD

End of the Fiscal
Year Ended March
31, 2016
(i) Revision of accounting treatment of legse (32)
transactions
(i) Revision of items managed under R&O (60)
Spreadsheet
(i) Other revised items (57
Total (revised amount of equity) (148)
Revised amount of FUJIFILM Holding (111)
shareholders’ equity (based on equity state
of 75% by the Company)
*Exchange rate (86.25 JPY/AUD) (100 (96)
million yen)

* as of March 31, 2016

(a) Revision of accounting treatment of lease trangasti

FXAs lease transactions were divided into Globah&e Agreements (“GS Agreements”)
which include delegated services ranging from ca@mensive office services such as printing to
just a part of such services outsourced by a ¢lamd other Non-GS Agreements including a type
of agreement where a unit cost per page was sdt initluding equipment and services
(all-inclusive Click Rate agreements).

FXA formerly used accounting practices that tredeelse lease transactions as Sales-Type
leases, but based on the investigation report byridependent Investigation Committee and an
opinion by the independent auditor, the Companydeermined that from FY2012 some of the
GS Agreements and all Non-GS Agreements fail tisfyahe requirements for a Sales-Type lease
and has reclassified them as operating leases.

Following these revisions, under US GAAP the leassskts fall within assets owned by FXA

and not by FXA's customers, so the leased ass#itbeviecorded as fixed assets on FXA's balance

25



[English translation for information purpose only]

sheet and depreciated over the course of the ssssihomic life. In addition, the amount of
lease receivables recorded on the balance shektomiif be amounts for which usage was
confirmed, not the amount based on the total |éasdor the term of the lease contract. The
upfront recording of revenue for equipment reveanehe income statement will be reversed, and

only the amount for which customer usage has besfirmed will be recorded as sales.

(b) Revision of items managed under R&O Spreadsheet

FXA used spreadsheets called the Risk & Opportuf§O) Spreadsheets where it recorded,
managed, and reported “risk” items with respedtstéinancial statements on a monthly basis.

The R&O Spreadsheets mainly contained items suchoats incurred in the current term
booked as assets in order to carry them over teesutent years rather than booking them in the
profit and loss statement as expenses, and asseftedin connection with sales anticipated in
subsequent years, and costs booked as asset® fpashfiscal year or revenues that were never

achieved were reversed.

(c) Other revised items
“Other revised items” includes items pointed oyt the independent auditor, as requiring
revision in past financial statements even thoujA Briginally did not state that they were in

error.

Unit: million AUD

End of the Fiscal
Year Ended March
31, 2016
a. Revised amount of allowance for doubtful (21
receivables
b. Revision of over-stated recording |of (14)
inventory kept at client sites
c. Reversal of revenue recognized withput (10)
installation of equipment
d. Revision of the timing of loss recognition (6)
for Customer 4-2 project
e. Other (6)
Total (revised amount of equity) (57)

a. Revised amount of allowance for doubtful receivable
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Because FXA had not recorded the appropriate anwfuaitowance for doubtful debt regarding
lease receivables with doubtful collectability, aidehal allowance for doubtful debt have been

recorded.

b. Revision of over-stated recording of inventory kaptlient sites
Due to the unit price and volume assumptions beixgggerated during the fiscal year-end
appraisal of toner and other consumables providedlient sites, the over-stated amount of

inventory assets were revised.

c. Reversal of revenue recognized without installatbaquipment
This is about revenue which was recorded earlatime of the execution of contracts when it

should have been recorded at the time of equipmstaillation.

d. Revision of the timing of loss recognition for DFfoject

In relation to development services for a passprahning system for DFAT (an abbreviation of
the Department of Foreign Affairs and Trade, whigshhe foreign affairs and trade ministry in
Australia), because the cost recognition for th&fesy construction costs recorded in the balance
sheet were not included in the financial resultsFg2015, the loss in FY2016 has been reversed,

and then transferred to losses recorded in FY2015.

(5) Involvement of Related Parties in Inappropriate@oting Practices
(i) FXNZand FXA

In FXNZ, the CEO (Mr. A) and the CFO (Mr. B) played leading role in carrying out
inappropriate accounting practices. After thag GEO (Mr. A), who had carried out the
inappropriate accounting practices in FXNZ, wasdfarred to FXA and assumed the position of
the CEO of FXA. As he had done in FXNZ, the CEOr.(M) also engaged in inappropriate
accounting practices in FXA. In addition, Mr. Chevsucceeded to the position of FXNZ's CEO
from Mr. A, was aware of the inappropriate accaumtpractices in FXNZ, but did not go far

enough to actually fix them.

(i) APO

The head of Finance Department (Mr. D) of FX's ABecific Operations (“APO,” and as APO
and FX’s local subsidiary FXAP operate without ahgtinction from each other, FXAP is also
referred to as APO) did not accept the audit opindy APO’s Internal Audit Department in
February 2014 which deemed FXNZ’s lease accournagtices inappropriate. In addition, in
July 2015, FX’s Deputy President (Mr. E) and thenagement of Xerox Corporation Ltd. (“XC")
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received an email from “Tony Night” which pointedtdthe use of inflated Target Volumes for
MSAs at FXNZ, resulting in over-stated revenue.”X’sDeputy President (Mr. E) instructed FX’s
Executive Vice President (Mr. F) to deal with thattar, and FX's Executive Vice President (Mr. F)
instructed the head of APO (Mr. G) and the headRD’s Finance Department (Mr. H) to conduct
an on-site investigation of FXNZ. APO’s Financ@bntroller (Mr. 1), who was in charge of the
investigation, became aware of the possible ingp@t accounting practices of FXNZ and
reported to the head of APO (Mr. G) and the headR®D’s Finance Department (Mr. H) to that
effect. However, when the head of APO (Mr. G), lead of APO’s Finance Department (Mr. H)
and APO's Financial Controller (Mr. 1) reported ttetails to FX's Deputy President (Mr. E) and
FX’'s Executive Vice President (Mr. F), they werestmcted to prepare a final report which
concluded that “there were no problems in the maidénted out by the whistleblower email,” and

they obeyed such instruction.

(i) FX

Although FX’s Deputy President (Mr. E) and ExecatWice President (Mr. F) was aware of the
existence of the inappropriate accounting practicedsXNZ from as early as when they received
APO’s investigation report in July 2015, they dat neport the details accurately to FX’s Chairman
(Mr. J) or President or the Company, and it is @ered that they were planning to make transitory
adjustments from time to time based on the perfanmaof FXNZ without correcting any of the
past accounting treatments. Therefore, FX's DepRitgsident (Mr. E) and Executive Vice
President (Mr. F) instructed the head of APO (Mr.a@d others to “first, respond that there are no
problems” with respect to the investigation reswtsch concluded that what was pointed out in
the whistleblower email received in July 2015 altyuexisted. In May 2016, FX's President
decided that the investigation results on FXNZ ire from APO would not clarify the whole
picture of FXNZ's problem, and therefore instructeds Internal Audit and Analysis Department
to conduct further investigation. However, FX'sdé& President (Mr. E) and Executive Vice
President (Mr. F) misguided FX’'s Internal Audit amthalysis Department to conduct the
investigation in a manner that excluded FXNZ's plsancial reportings from the scope of
investigation. It is conceivable that those adt$X's Deputy President (Mr. E) and Executive
Vice President (Mr. F) prevented any negative m@tion about FXNZ from being notified to
FX’s Chairman (Mr. J) or President or the Company.

(iv) The Company
Since the Company became aware of the possibl@rogpate accounting practices in FXNZ
on October 11, 2016 when it was reported by NBR,Gbmpany’s Internal Audit Division and the

Corporate Planning of the Accounting Division coted information through FX’s Internal Audit
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and Analysis Department and FX’s Corporate Findbepartment to ascertain the facts and had
consultations with KPMG AZSA on the details of tiiormation so collected, but the Company
trusted the reports from FX and did not conducbvis investigation. After that, in relation to the
account closing of the Company for the fiscal yeagted March 31, 2017, the Company recognized
the necessity of conducting its own investigatiorioi the Matter based on the results of
consultations with KPMG AZSA and the confirmatioinfacts within the Company, and created an
internal investigation committee on March 27, 2018ubsequently at a board meeting on April 20,
2017, the Company passed a board resolution cgeatinindependent investigation committee
comprised of outside experts without any interasthe Company, to improve the objectively and
credibility of the investigation in into the Matter

(v) Pursuit of responsibility against the foregoingatetl parties

FXNZ and FXAP filed a lawsuit for damages on Segien8, 2017 against FXNZ's CEO (Mr.
A) and the CFO (Mr. B), who had already resignemirrtheir positions at the time the internal
investigation commenced in March 2017, and Mr.H@, successor to the CEO (Mr.?A) Mr. C
was dismissed on disciplinary grounds as of Augu017.

The head of APO’s Finance Department (Mr. H) andD/APFinancial Controller (Mr. 1) were
reprimanded with a reduction of salary and tramsterto different departments on grounds of
failure to submit adequate reports to FX Headqua@ded APO’s management or to take active
measures for correction in spite of being awarghef existence of the inappropriate accounting
practices.

In order to clarify who should bear responsibifity the inappropriate accounting practices and
the impairment of reputation caused thereby, FXigi@nan (Mr. J), Deputy Vice President (Mr. E)
and Executive Vice President (Mr. F) as well as liead of APO (Mr. G) retired from their
positions as officers of FX, upon reducing theimomeration and bonuses and forcing them to
waive their stock options in the Company's shardsor the same reason, the former head of
APO’s Finance Department (Mr. D) was reprimandetihai reduction of remuneration and bonus
and retired from his position as an officer of FXn addition, FX's President was reprimanded
with a reduction of remuneration and bonus, andsEXur corporate auditors and the Company’s

Chairman and President were subject to a reduofiocemuneration.

(6) Analysis of Causes
While the markets in Japan were becoming maturedé&med the Asia Pacific region as an

area for new growth and set sales targets for eddhe companies in that area to seek higher

2 The lawsuit was filed by three companies, whiched€XNZ, FXAP and Fuji Xerox Finance Limited, a firing
company in New Zealand.
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growth. In order to achieve those targets, APOthaadsales subsidiaries under the APO umbrella
were making efforts towards achieving businessliesuHowever, in FXNZ and FXA, the CEO
and some of the officers and employees carriedirmgpropriate accounting practices whereby
they disregarded the sales accounting rules amatded advance sales. It is considered that,
among other factors, the excessive emphasis by FBXREO on incentive-based remuneration
caused such inappropriate accounting practices.

In response to such inappropriate accounting mestiFX was supposed to act as a control
function by ensuring the proper application of asdng practices, but it did not fulfill its functn
sufficiently and there were also weaknesses irbtisiness processes that should have ensured the
appropriateness of the accounting practices.

In the FX Group, especially in its overseas subsigs, the awareness of compliance was not
fully fostered and there were also deficienciethim risk countermeasure system. In addition, in
terms of supervisory function, the system for coap® auditors to audit the execution system of
overseas group subsidiaries and the internal &udlition for the whole group did not effectively
function either.

The Company has operated its business by respeahgnigdependence of FX, with trust in and
a certain degree of respect for FX, but the reasfuthis was that the management system to manage
group companies was inadequate.

The Company considers as follows with respectésdtparticular causes.

Deficiencies in management system to manage groupanies
(a) Inadequate system to supervise @€Os in FX overseas subsidiaries

In FXNZ and FXA, authority was concentrated in BEOs and the supervision of the CEOs
was not adequate. This was considered to be dile tact that the board meetings were not held
frequently and, even when they were held, onlyrttadters legally required to be resolved were
deliberated, and therefore material managementemsativere not deliberated and its control
function became a mere formality.

FXNZ's CEO lacked awareness of compliance, suchyascording sales by disregarding the
rules. It is conceivable that the reason why weewenable to appropriately evaluate such
characteristic was because the evaluation for tEO<Cin subsidiaries was only based on
quantitative factors, such as sales, and did nosider any qualitative factors, such as compliance.
In addition, there was no educational trainingrf@anagement to foster an awareness of compliance.
Another reason can be considered, for example, gothe fact that, while there was no
organizational selection process, APO and FX’s Depice President (Mr. E) and Executive Vice

President (Mr. F), who came from APO, selecteddB©s in overseas subsidiaries.
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(b) Insufficient function for supervision of APO by FXeadquarters

Whereas APO had broad authority, with any matenatters of APO were in practice decided
by the head of APO (Mr. G) and FX’s Deputy Vice $tdent (Mr. E) and Executive Vice President
(Mr. F) (who had the position of the head of APOtle past), FX Headquarters’ supervisory
function did not work adequately.

This is considered to be due to the facts thathiligations to report to or receive approval from
FX Headquarters had been imposed on APO otherthiigamatters to be submitted to the board of
directors, and that APO’s Corporate Department @stablished beneath its Sales Department in
terms of the organizational structure and this madé#ficult for FX Headquarters to exert control

through APO’s Corporate Department.

(c) Deficiencies in system for management of oversehsidiaries by FX

With respect to FXNZ, although sales were incregdime collection of accounts receivable was
not progressing and borrowings were increasing,Fétwas unable to detect the problem at an
early stage. This is considered to be due to dlce that FX managed the financial numbers of
subsidiaries with a focus on checking the itemgha profit and loss statement, and there was no
mechanism established to check the financial scesglnther than profit and loss (balance sheet
and cash flow statement).

In addition, in the process of formulating budgetsl interim management plans, while the
markets in Japan were becoming mature and Asidaaific region was expected to act as driving
force for growth, the FX companies under the AP(bretta, in particular, did not formulate any
budgets based on such actual circumstance.

In FX’s group approval rules to manage its subsielsa there were deficiencies in the items
which should have provided for the selection ansiniSsal of executive officers of FX group

companies and the lending and borrowing of fundkiwihe consolidated companies.

(d) Deficiencies in the system for group company mamege by the Company

The Company had engaged in business by respetiinmdependence of FX, with trust and
certain degree of respect for FX, but the Compaay mot able to establish a sufficient governance
system as a group, due to factors such as its gfalige actual state of the company and risk

situation being inadequate.

ii. Insufficient control function to ensure approprigss of accounting practices and weaknesses

in business processes
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(a) Weaknesses in business processes

FXNZ and FXA engaged in overstatement of sales r@udrding of advance sales for the
purpose of achieving sales targets, and even wiinbss processes that included accounting
practice processes which should have preventedisappropriate recording practices, they were
unable to manage the delinquent receivables, aed sifstem for confirming transactional
conditions and making credit decisions at the tirnexecution was vulnerable and not sufficient.

In addition, in terms of the J-SOX evaluation sgstand business control processes, the
functions of making necessary evaluations, contesld checks to prevent such inappropriate

practices were not sufficient.

(b) Deficiencies in credit screening and processemfnmaging agreements in lease business

The credit management in the lease business of FXINFFXA was not sufficient. This is
considered to be due to facts such as that: (ilevthé achievement of sales targets was emphasized,
the sales business and lease business were opémated integrated manner under the same
management team and, as a result, the sales ugiasgrioritized and thereby the control by the
credit screening in the lease business was nottabfenction; and (ii) the monitoring of lease
business itself was not sufficient.

In addition, there was no management of amendntensgéandard agreements and additional
execution of side letters, etc., nor were thessteécewith appropriate accounting practices. Tis i
considered to be due to the fact that the ruleard#gg notifying any amendments to standard

contracts to legal, accounting or any other necgskgppartments were not clearly stipulated.

(c) Insufficient control function in FX’s Corporate Bince Department

FX's Corporate Finance Department did not perfotsnfunction of taking the initiative in
confirming and improving the appropriateness obaating practices of the subsidiaries under the
APO umbrella.

This was considered to be due to the facts thaEXis Corporate Finance Department had both
functions of business management and financialwatows, but, while the achievement of sales
targets was emphasized, the business managemetibfuwas prioritized and an adequate control
function could not be effected, and (ii) as a restiintegrating all the contact points of overseas
subsidiaries into APO, FX’'s Corporate Finance Dapant could not gain direct access to overseas
subsidiaries and was unable to ascertain informatégarding accounting practices and other

matters of the overseas subsidiaries in a timedyacurate manner.

Deficiencies in corporate auditors’ audit systend areaknesses in internal audit function of

the whole Company Group
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(a) Corporate auditors’ audit system was inadequate

With respect to FX’s corporate auditors, efforts@vaot made to hold meetings with overseas
subsidiaries, like All-FX Full-time Corporate Audis Meetings which are held with full-time
corporate auditors of domestic subsidiaries and-evindormation is shared about the status, issues
and other matters pertaining to the audits of eamhpany. In addition, APO’s internal audit
report was not submitted to FX's Internal Audit Bement or corporate auditors.

In addition to the fact that the Company’s AuditSpervisory Board Members had regular
meetings with FX’s corporate auditors only threeets in a year and the cooperation with corporate
auditors of group companies was insufficient, tlenpany’s Audit & Supervisory Board Members
only performed audits of FX twice a year, as wsllaanual audits of 10 to 20 FX affiliates out of
110 affiliates. This is considered to be due &hartage of resources to perform sufficient audits
as there are only four Audit & Supervisory Board miers in the Company and three staff

members (one of which is a secretary) in the Coryipdnternal Audit Department.

(b) Weaknesses in internal audit function of whole grou

APO’s Internal Audit Department had a vulnerablgorting line and its independence was not
secured as it was not possible in practice to subudit reports to the CEOs of local companies or
FX’s Internal Audit and Analysis Department withdhbe reports first being confirmed by the head
of APO’s Finance Department. In addition, thergeniasufficient human resources as there were
only two staff members in APO’s Internal Audit Dejpaent, which was an extremely small
number considering the scope of business to beedve

FX’s Internal Audit and Analysis Department hadawhority to obtain necessary information
for audits and was not able to perform sufficieudits. In addition, the authority for the audifs o
overseas subsidiaries was delegated to APO andIfRdémal Audit and Analysis Department had
less opportunity to audit overseas subsidiaried, tant was one of the reasons for the delay in
detection of the inappropriate accounting practice3ther factors that can be raised as causes are:
(i) insufficiencies in the awareness of officersdgoublicity within the company about audit
activities, in rights to access any necessary in&tion and data for audits, and in other internal
environment infrastructure; (ii) shortage in in@raudit personnel to perform audits of all ovessea
subsidiaries; and (iii) lack of independence duétiire to ensure the policy of performing audits
as a department under the direct supervision dfidRet independent from the management.

The Company’'s Internal Audit Division mainly conded audits of FUJIFILM Corporation
(“FF”) and its subsidiaries and was not fully inved with FX, and there was insufficient exchange
of information with FX's Internal Audit and AnalysDepartment or timely and accurate exchange
of information about FXNZ matters. With respectiiie allocation of roles of the internal audit

function as a whole group, the Company’s Internatlié Division did not have enough authority
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against FX's Internal Audit and Analysis Departmand there were also insufficient personnel to

audit all subsidiaries.

iv. Lack of awareness of compliance and deficiencigskncountermeasure system
(a) Lack of awareness of compliance at overseas sabigigli
In the FX Group, especially in overseas subsidsaribe awareness of compliance was not
fostered sufficiently. Although we carried out quiance education for employees of overseas
sales subsidiaries, the details and frequencydf sducation were left to the local subsidiaried an

it can be considered that education was not caougdufficiently.

(b) Lack of awareness of fair financial reporting

Although some of FX's management were aware of éestence of the inappropriate
accounting practices of FXNZ, their awareness fakimg fair financial reporting was insufficient
and they were considered to have decided that thevdd be no problem unless pointed out by

independent auditors.

(c) Lack of effectiveness of whistleblower system

As stated in the Investigation Report preparedhieylhdependent Investigation Committee, the
whistleblower email from “Tony Night” was directgent to FX’'s management and XC’s related
parties in July 2015, and none of the whistleblogysmtems of FXNZ, APO or the FX Group were
used. This is considered to be due to a lackfet®feness of the system due either to a lack of
trust in the whistleblower system itself or to thet that the system was not publicized enough.

The investigation of the whistleblower email wasdiad by officers who are substantially in
charge of the subject of the whistleblowing, andhsafficers did not report to FX's President the
accurate results of the special investigation byYDAPIn addition, FX did not report the fact of

whistleblowing to the Company.

(d) Deficiencies in risk management system
FX’s risk management system was operated in acooedavith the All-Fuji Xerox Risk

Management Rules, but the Crisis Escalation Guidethe supplementary provisions of the Rules,
was not expanded to overseas subsidiaries. Irtiauldihe definition of the countermeasures
system for whistleblowing matters was not establiklso there were differences between domestic
and overseas companies in the organizational conessures, including measures to prevent
recurrence, regarding material matters, such tmatcountermeasures tended to involve ad hoc
adjustments. Moreover, there were differencelémiames of the risk management organizations,

the departments in charge and the understandimislofescalation level at each company and
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organization, and FX Headquarters were unable hiewe adequate visibility of the situation of
risk countermeasure activities of each company.

In particular, FX did not comprehend whether ovasssubsidiaries escalated any issue to upper
organization based on the risk level, and as inctige of the FXNZ matter, which was handled
only after it was reported by the media, the counéasures to be taken against visible risks were
insufficient. The reasons are considered to bdabes that: (i) FX Headquarters did not review
the operational status of risk management countsures at each company; and (i) the
publication of contents of the All-Fuji Xerox Risklanagement Rules and confirmation of

understanding of publication status were insuffitie

2. Improvement Measures and Status of Implementatidnianagement Thereof, Etc.

(1) Improvement measures stated in the Improvement iR@pa status of implementation and

management thereof

In the “Notice of Receipt of the Independent Inigegion Committee’s Investigation Report
and Future Measures” that we disclosed on June€d®/, we raised the following as concrete
measures aimed at strengthening our governance awdrstrengthening business management
processes at, FX: dispatch of management persdnmal the Company to FX; revision of
organizational structure, including by consolidgtisome of FX into the Company; and
strengthening of the group’s internal controls. teAthat, we developed a comprehensive project
management system in order to be thorough in eengthening of governance. Specifically, we
established the Committee for Strengthening Govexaachaired by the President of the Company
and made up of the Company’s executive officersclimrge of each of corporate planning,
accounting, legal, CSR, auditing, IR, and documsgittions, and initiated five issue-based
projects (strengthening management of group comepasirengthening accounting, strengthening
auditing, strengthening compliance, and strengtigefil governance) under that committee; we
also decided on our future improvement policy ashefend of September 2017. The outline of
the improvement measures and the status of implati@m and management of those measures
are stated below for each of the five issued-bg@sejkcts: i. strengthening management of group
companies (p. 34-); ii. strengthening accounting5}p); iii. strengthening auditing (p. 56-); iv.
strengthening compliance (p. 58-); and v. IT pekcaimed at strengthening group governance (p.
63-).

Strengthening management of group companies
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(a) Strengthening the Company’s governance over FX

a. Improved provision of information to the Companyard of directors

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

In terms of strengthening supervisory functions, h&ve decided to improve the provision |of

information to the Company’s board of directorgaows.

(i)  With respect to the status of risk compliance maittéthin our group companies, including FX,|in
addition to the written reports that have been e since the past to the Company’s directors
and corporate auditors each quarter by CSR, werelbrt half-yearly to the Company’s board|of
directors on the status of compliance breachds,mitters, and whistleblowing and on plans for,
and the status of, internal audits of group congmicionducted by the Company’s Global Aydit
Division;

(ii) we will systematically and more frequently proviglgplanations of our business to the Company’'s

outside directors and outside Audit & SupervisopaBl Members; and

(iii) we will send out materials for the Company’s baairdirectors meetings in advance.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

We began implementing (i) above in September 28ad,at the Company’s board of directors
meetings held in October 2017 and May 2018, haflyereports were given on the following
matters at the FF and FX groups, which were prelyonot subject to reporting: (i) compliance
breaches; (ii) risk matters, (iii) whistleblowingnd (iv) plans for, and the implementation stafils o
internal audits of group companies by the Compa@ytsbal Audit Division. With respect to (ii)
above, we planned presentations to explain ounbasiand tours of our offices, and following the
reelection of officers in June 2017, we held anhexge of opinions with top management and a
presentation to give an outline of our businesy/(Ja presentation to explain our R&D strategy
and a tour of our Open Innovation Hub (August),oartof the Toyama plant of Fuji Xerox
Manufacturing Co., Ltd. (November), a presentatiorexplain our document solutions business
and a tour of FX’s Graphics Business Developmemtt€an Ebina (December), a tour of the FX
office in Shin-Yokohama (Minatomirai) (March), aadoresentation to explain our pharmaceutical
business (March), holding four more such eventspared to the previous year and improving the

content of those events.

Date held Details Participants*

July 26, 2017 Exchange of opinions with top management and @utside directors: 3
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presentation to give an outline of our business

Presentation to explain our R&D strategy and the ) ]
August 14, 2017 ) Outside directors: 3
tour of our Open Innovation Hub

Outside directors: 1

Tour of the Toyama office of Fuji Xerox i i
November 29. 2017 . y ] Outside Audit &
Manufacturing Co., Ltd. Supervisory Board
Members: 2

Outside directors: 2
Presentation to explain our document solutions

Outside Audit &
December 8, 2017 | business and a tour of FX’s Graphics Business

. ) Supervisory Board
Development Center in Ebina P y

Members: 2

Outside directors: 2

Tour of the FX office in Shin-Yokohama i i
March 9, 2018 . er Outside Audit &
(Minatomirai) Supervisory Board
Members: 2

Outside directors: 3

Presentation to explain our pharmaceutical Outside Audit &
March 29, 2018 )
business Supervisory Board
Members: 2

* The Company has three outside directors and twside Audit & Supervisory Board Members.

With respect to (iii) above, previously the Compamutside directors and corporate auditors
were given a prior explanation of the board of clives meeting on the day of the meeting; however,
since March 2017, materials are sent to all dimscio advance at an earlier time, and board of
directors meetings proceed based on the detailgue$tions that were raised during the prior

explanation given based on those materials.

Previously, the Company operated its business gjithie utmost respect to FX's independence
based on trust in, and respect for, FX; howeven essult, the management system for managing
group companies was insufficient. However, throtighmeasures detailed above, the Company’s
board of directors has been able to ascertaintdtassof risk compliance matters necessary for
managing group companies. Furthermore, the Combaligves that the supervisory functions of

its board of directors have been strengthened ¢fr@auch means as increasing understanding
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among outside directors of the actual business itonsl of, and the status of risks for, the
Company group, including FX, and increasing the bemnof opportunities to speak at board of

directors meetings.

b. Formulation of the FH Group Prior Reporting Regolad

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

As part of the Company’s strengthening of managémémroup companies, we have newly

n

formulated the “FH prior reporting regulations df Bnd FX” that require prior reporting to certa
directors, etc. of the Company in relation to thetters to be deliberated at the board of direatbrs
each of FF and FX.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

These regulations began to be implemented in Octdbé7; the Company’s directors who
concurrently serve as directors of both FF andifRXhe course of everyday business operations at
each company, ascertain the details of reports frmnviewpoint of directors of the Company and
closely provide instructions for additional actidnsadvance, and these are just some of the ways
in which it is believed that the management of grcampanies has been strengthened not only in
terms of prior reporting to certain directors, etd. the Company. The Company's newly
established Subsidiaries Administration Divisiors ltaeated a list of the matters subject to prior
reporting and conducts checks after board of dirscineetings are held to make sure that the

regulations are being implemented without any répgomissions.

c. Establishment of the Company’s new Subsidiaries ithtnation Division

| mprovement measures (stated in the | mprovement Report submitted in December 2017):

We have established the Subsidiaries AdministrdliMision (established as of August 1, 2017)
and have strengthened systems to supervise ths stagjroup company management in which gach

of FF and FX is engaging.
The Subsidiaries Administration Division mainly éskon the following roles:

() managing the development and implementation staftegpproval regulations within FF and
FX;

(i) monitoring the status and details of general sliddelns meetings, board of directars

meetings, and management meetings at FF and FX; and
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(i)  monitoring the status of FF's and FX's managemémsiubsidiary company performance (the
Subsidiaries Administration Division participates monthly reporting meetings of FF and
FX).
In line with this, the Comprehensive Planning Groafp FX has established the Subsidiaries

Administration Office and is strengthening its gyst for management of group companies.

Status of implementation and management (after submission of the |mprovement Report
in December 2017):

The Company’s Subsidiaries Administration Divisgupervises the status of group companies

management as follows.

() Managing the development and implementation stafuspproval regulations within FF
and FX

The Company’s Subsidiaries Administration Divisiorakes the standards for authority on
approvals of each of FF and FX consistent in oml@nsure that the approval regulations are based
on the Company group’s policies. This has alsmlvelected in the June 2018 revisions as well,
on instruction to amend the revision details of #&leFX Communication Matrix Regulations,
regulations applicable to all FX companies that sat reporting obligations and approval
authorities for material matters relating to FX gpocompanies Com-Mat”), so that standards,
etc. for recording allowances for doubtful debts laased on the Company group’s policies (refer to
“(b).c Revision of approval regulations within gpsl for details of these regulations).

Furthermore, the Company’s Director and the heati@Subsidiaries Administration Division,
who concurrently serves as a director of FX, aagestthe outline of matters from the viewpoint of
the head of the Subsidiaries Administration Diuisiof the Company and closely provides
instructions for additional actions in advancethie course of everyday business operations at FX.

Each month, the Company’s Subsidiaries Adminisirafivision confirms whether there are
any changes to the approval regulations of eadfFodind FX and creates, and manages, a list of

the matters for approval under the approval reguiatof each of the FF and FX Groups.

(i) Monitoring the status and details of general shadgrs meetings, board of directors
meetings, and management meetings at FF and FX
The Company’s Subsidiaries Administration Divisioallects from each of FF and FX the
materials from board of directors meetings and mameent meetings, ascertains the status and
details of those meetings, and is continuing itgiteoing in order to request detailed reporting and
additional actions in the case of any unclear oblgm points; however, no problems have been

found at present.
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(i) Monitoring the status of FF's and FX’'s managemédmsiubsidiary company performance

By participating in the monthly reporting meetinigsld by each of FF's Corporate Planning
Department and FX’s Subsidiaries Administrationi€gff confirming the details of discussions, and
instructing that additional confirmations be cadr@ut, the Company’s Subsidiaries Administration
Division is ascertaining the management statusrafig companies and continuing its monitoring
of the management status of FF's and FX's subsgdigrefer to “(b).a Broadening performance

management items and regular monitoring” for thpelémentation status of these measures).

Although the Company was previously unable to adexiy ascertain information on the FX
Group, as a result of the measures set out abogeCdmpany is now able to acquire necessary

information when required.

d. Increasing the number of, and dispatching newcef, department heads, etc. dispatched

from the Company to FX

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

We have increased the number of officers dispatdtoed the Company to FX from four (three
directors and one corporate auditor) to sevendgectors and one corporate auditor), and we have
increased the number of dispatched full-time exeeufficers of business departments from ong¢ to
four (appointed at the FX general shareholdersimgéeld on June 22, 2017).

Furthermore, as of December 1, 2017, the followpegsonnel have been dispatched from |the
Company: the General Manager of FX’s Legal Depantirtbe Chairman and CFO of FXA, and the

Senior General Manager of the newly established Rsicific and China Regional Headquarters.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

In June 2018, we increased the number of direclisgatched from the Company to FX by one
(specifically, two newly assumed office and onéreel), meaning that seven of the twelve directors
of FX are currently dispatched from the Company; al& increased the number of corporate
auditors dispatched from the Company to FX by tweaning that three of the four corporate
auditors of FX are currently dispatched from thempany. Furthermore, we dispatched one
additional full-time executive officer in April 2@8land two additional full-time executive officers
in June 2018 (specifically, three newly assumei®fand one retired), meaning that seven of the

24 full-time executive officers of FX are dispatdHeom the Company.
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Furthermore, two department head-level staff membre dispatched to FX group companies

as follows:
Dispatched Dispatched Commencement of
] ) Role at FX group company
from to dispatch period
The Senior Manager (in charge of internal
FXAP From March 2018 N
Company auditing)
h Executive Vice President (in charge of
e
FXK From March 2018 management and planning, and finance
Company )
accounting)

and

By having personnel of the Company be involvedmrmanagement and managerial level rol

es

at FX, this has resulted in even closer collaboratietween the Company and FX and the sense of

solidarity for the Company group as a whole hangtthened.

e. Organizational consolidation of corporate departsien

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

Each ofthese departments of FF and FX has been consaljdatefollows, into the Compan

Furthermore, we will consider further organizatibo@nsolidation of other corporate departments.

September 2017: The financial accounting functioh&F and FX were consolidated int
the Company’s Accounting Division and the interaatlit functions of FF

and FX were consolidated into the Company’s Gléhalit Division.

October 2017: The financial accounting functionsA®#O were consolidated into the

Company’s Accounting Division.

December 2017: The cost accounting functions ofhetactory of FF and FX were
consolidated into the Company’s Accounting DivisionSome CSR
functions of FF and FX were consolidated into theRCGroup of the

Company’s Corporate Planning Division.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

We are continuing to implement our new organizati@ystem (refer to “ii.(a) Consolidation of

accounting functions” and “jii.(b) Consolidation afiditing functions with the Company and audits

of all group companies” for the post-consolidatiomplementation status of each department).
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We will continue to consider further organizatioaald functional consolidation of other corporate

departments.

(b) Strengthening management of group companies Witkin

Following the inadequate management of overseasidiabes, we have revised the methods

for managing group companies overall.

a. Broadening performance management items and reguiaitoring

| mprovement measures (stated in the Improvement Report submitted in December 2017):

In comparison to FF's monthly monitoring items, drale sheet and cash flow statement items
and the like were insufficient; therefore, FX h#&aadded to its monitoring similar items to thgse

of FF, and FX has further added its own item, |leaseivables.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

The measures outlined above began to be implemesteating with the monthly reporting for
October 2017, by the Subsidiaries Administrationfic®f newly established within the
Comprehensive Planning Group at FX, aimed at 73edtimand overseas subsidiary companies.
Although only income statements were reported urtderprevious monthly reporting, balance
sheets, cash flow statements, and the balancessd keceivables were newly added as reporting
items, meaning that financial soundness other thanfit and loss is subject to checking.
Furthermore, based on the fact that managemeracgivables was previously insufficient, cash
conversion cycles have been set as a KPI, andgrighity is given to checking that there are no
large amounts of accumulated receivables. The @ayp Subsidiaries Administration Division
also participates in the monthly reporting meetitiggt are used to carry out this monitoring, and
this division carries out checks and discussionmafiagement issues with respect to the details of
reports from each subsidiary. The Sales Planniegalment, the department that manages
domestic sales subsidiaries, and APO, which managerseas sales subsidiaries, have started to be
involved since the third monthly reporting meetisg, that the issues discussed can be integrated

into actual operations.

Meeting Name Date Held Attendees
First Monthly Reporting The Company: 3 people
. October 31, 2017
Meeting FX: 6 people
Second Monthly Reporting November 29, 2017 The Gomp3 people
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Meeting FX: 7 people

Third Monthly Reporting The Company: 3 people
. December 27, 2017

Meeting FX: 7 people

Fourth Monthly Reporting The Company: 3 people
. February 6, 2018

Meeting FX: 7 people

Fifth Monthly Reporting The Company: 2 people
. February 28, 2018

Meeting FX: 7 people

Sixth Monthly Reporting The Company: 3 people
. March 30, 2018

Meeting FX: 6 people

Seventh Monthly Reporting The Company: 4 people
. May 8, 2018

Meeting FX: 8 people

Eighth Monthly Reporting The Company: 4 people
. May 31, 2018

Meeting FX: 9 people

b. Improvements to processes regarding formulatiobunfgets and medium-term management

plans

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

Because budget-setting that is not based on eanpay’s actual conditions can be a mg
cause of inappropriate accounting, the Company thasided to implement the followin

improvement measures in order to more deeply utatetthe actual business conditions.
(i) Participation by the Company’s Corporate Planniingdibn in important FX meeting bodies

(i) conducting of sufficient discussions on the procass schedule of formulating budgets 4
medium-term management plans for the Company and FX

(i) personnel exchanges for budgeting processes (piamaftmutual understanding); and

(iv) granting of system access rights so that the Coyngend the FX Accounting/Corporal
Finance Department are able to confirm the budgafopmance figures of subsidia

companies of FX overseas.

jor

ind

te

[y

Status of implementation and management (after submission of the | mprovement Report
in December 2017):
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With respect to (i), the Company's Corporate PlagnDivision began participating in FX’s
meetings for consideration of budgets (meetingsl H&l times every half-year, where overall
deliberation of FX’'s budget is carried out havirggsulted with each department and function) and
meetings for consideration of business performgnoeetings held twice per month, where the
status of business performance and issues at FXcr@med and measures for responding to
issues are considered), and in addition to permgadi policy that places more importance on

profits than sales, the Company is instructing thatgets be based on actual business conditions.

With respect to (i) and (iii), commencing from thmidget for FY 2018, the Company is
conducting discussions with FX's Corporate Finabepartment on the process and schedule for
formulating budgets and facilitating communicatiand in doing so, is aiming to further advance
mutual understanding. Additionally, the Companigector and the head of the Corporate
Planning Division, who concurrently serves as FEsecutive Vice President, the Company’s
Director and Senior Executive Vice President, whoatirrently serves as FX's Deputy President,
and FX's Corporate Vice Presidents dispatched ftben Company are all participating in the
budget process and are looking into, providing rirdions for additional analysis of, and
conducting other activities in relation to, the aragauses of disparities between budgets and actual

business performance.

With respect to (iv), we began granting system s&agghts to the Company and the FX

Corporate Finance Department in October 2017.

c. Revision of approval regulations within groups

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

We compared the group approval regulations for eddA- and FX, and with respect to thgse
items that had not to date been provided for insFgtoup approval regulations, including rules|on
the appointment or dismissal of executive officar&X group companies, it was decided that these

items would be added to the FX Communication Matrix

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

We have reviewed the details of Com-Mat, which setshe reporting obligations and approval
authorities for material matters relating to FX gpwocompanies by function, established and
commenced implementation of the new “All-FX Commaation Matrix Regulations,” which apply
to all FX companies, on October 1, 2017 and haudienh the Presidents of all domestic and

overseas affiliates in the form of a notice from PXesident. The Subsidiaries Administration
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Office under the Comprehensive Planning Group ofi$X¥e group with the main responsibility
over regulations, and with respect to material emnatffor the execution of operations of each
affiliate company (including the appointment andndissal of executive officers, organizational
restructuring, and the disposition of material y), a system has been put in place for affiliate
companies to obtain the prior consent of, or reporadvance to, FX before carrying out final
internal approvals (refer to “(d).d Ensuring traswgmcy in the appointment of major human
resources” for the implementation status of rulegarding executive officers of FX group
companies). The implementation status is repdddte Company’s Subsidiaries Administration

Division on a monthly basis.

d. Improving the provision of information to the FXdrd of directors

| mprovement measures (stated in the Improvement Report submitted in December 2017):

Similar to the Company, improving the provisionibrmation to the FX board of directors was
also decided. Specifically, it was decided that, aaform of reporting on the status of risk

compliance matters, half-yearly reports will be egivon compliance breaches, risk matters, [and

whistleblowing.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

The measures set out above began to be implemien@ctober 2017, and at the FX board of
directors meeting held in October 2017, a repod gi@en on the status of activities to promote
risk management and compliance. After that, thiegmaies of matters subject to reporting
(product related; operations and business relabéokmation security; inappropriate activity and
scandals; laws and regulations related; personmnél labor management; fires and accidents;
natural disasters and terrorism; matters in whith €ompany was harmed; environment; and
other) were unified between the Company and FX,thedecond report was made at the FX board

of directors meeting held in April 2018.

(c) Strengthening supervision by APO Corporate

| mprovement measures (stated in the Improvement Report submitted in December 2017):

With the aim of strengthening supervision at APk APO corporate staff functions were
separated from the sales division, a separateigmosif Executive General Manager of the Asia

Pacific and China Regional Headquarters, fallinglarnthe direct supervision of the officer |in

charge of FX Headquarters Corporate, was estadlistued the control functions over the sqles
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division were strengthened. Additionally, it waecitled to strengthen the control functions of FX

Pa

Headquarters by developing a system in which AP@arate staff report directly to F

Headquarters.

In addition, it was decided to reorganize salegdioation under the umbrella of APO into two
regions—Asia Pacific and China and East Asia—andptimize the management scopes of each,
and this new organization was initiated as of Oetob, 2017. Also, the Executive General
Manager of the Asia Pacific and China Regional leadters assumed office and has begun

ascertaining the situation and examining issues.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

In the past, material matters at APO were effeltidetermined by the head of APO (Mr. G),
FX’s Deputy President (Mr. E), and FX's Executived/President (Mr. F) (who has experience
working as the head of APO), and although APO fehide range of authorities, there were
insufficient supervisory functions in place at FXeadiquarters, and based on our reflection that
information of which APO was aware was not apptety aligned with FX Headquarters at all
times, we have strengthened collaboration betwde® Aorporate staff and FX Headquarters and
commenced sharing of APO’s information and areardjng to issues through the leadership of
FX Headquarters (the response status by each ofs#reral Administration, Legal, and HR
departments is as follows). Furthermore, the EtveeGeneral Manager of the Asia Pacific and
China Regional Headquarters receives direct refrants the APO corporate staff in each function,

and in collaboration with FX Headquarters, is tgkiead of local corporate functions.

General Administration: Monthly meetings in whidfetstatus of risk management is shared
between the General Administration and CSR deparsnaf FX Headquarters and APO General
Affairs and MQO (Management Quality Office; risk ma@ement of overseas sales subsidiaries)
began to be held in November 2017. Specificalgoks and the like have been carried out on the
establishment status of a risk management committeeach country, on the progress of
compliance awareness surveys, on issues from tRen@tings held in November 2017, February

2018, and March 2018, and on the new system fommenagement established in FY 2018.

Legal: Monthly meetings in which the status of cliamre and governance at overseas sales
subsidiaries is shared between FX’'s Legal Departrad APO’s Legal Department began to be
held in December 2017. Specifically, consultatiares held with APO’s Legal Department on the
specific operation standards (including main aitdins, timing of audits, reporting of audit results
at board of directors meetings, and relationshifhvimternal audits) for activities of auditing

committees at overseas sales subsidiaries.
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HR: Matters that should be approved under Com-Mgaq.( important personnel at sales
subsidiaries at or above the head of departmest)lave communicated to FX Headquarters’ HR
Department each time in order to obtain approvedrgo making an official decision, and with
respect to other daily activities, monthly repate submitted to the head of FX's HR Department.
Specifically, with respect to the compliance breschy overseas sales subsidiaries that were
discovered through the activities to strengthenegmance in the second half of FY 2017, the
details of the disciplinary action were decidedy Headquarters, taking into account the nature
of the matter and the level of impact in terms lué tompany as a whole, in order to prevent

recurrence by handling the breaches strictly.

With respect to accounting, we have integrateduhetions of the accounting/corporate finance
departments of each of FF, FX, and APO, and thraughnizational and functional integration, the
Company has developed a unified operation systenthetCompany and is strengthening
accounting functions. With respect to auditing;ept for the Internal Audit Department of APO,
we have integrated the internal audit functionE®fand FX; however, audit plans and audit results
are also shared with the Internal Audit Departntdi PO and joint audits are conducted; in doing

so, we are substantially carrying out unified opierss and strengthening internal audit functions.

(d) Strengthening supervision over CEOs of sales sisvigd

a. Changes to directors at subsidiaries and revisionmatters to be deliberated at board of

directors meetings

| mprovement measures (stated in the Improvement Report submitted in December 2017):

It has been decided to implement the following ioy@ment measures with respect to changes to

directors at subsidiaries and revisions of mattekse deliberated at board of directors meetings.

(i) Strengthen “supervisory” systems of the board céaors at FX overseas sale subsidiaries|and
change the frequency of board of directors meeting® the current once per year to four

times per yeatr.

(i) In order to strengthen the “audit” functions of FEXerseas sales subsidiaries, appoint|the
following as board members at each sales subsid@rypeople with experience in a corporate
group (General Manager or Manager of one of aca@ogniegal, corporate planning, or
auditing) of the Company or FX; and (b) an Intervatlitor affiliated with APO.

(i) Form an audit committee made up of members fallinder (a) and (b) in (ii) above and hold

meetings of that committee at the same timing asdof directors meetings.
(iv) Report directly to the President of FX and the oomfe auditors of FX on the results |of

considerations made by the audit committee.
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Status of implementation and management (after submission of the | mprovement Report
in December 2017):

With respect to those measures above, as descénl{gdfrom October 2017, we began to roll
out implementation of a system at 14 overseas salesidiaries of FX whereby board of directors
meetings are held four times per year. Furthermper (i), we have added two directors
(concurrent post), one person with experiencedorporate group of the Company or FX and one
Internal Auditor affiliated with APO, to the boaodl directors of each overseas sales subsidiary, and
per (iii), as of May 2018, we have obtained therapal of the board of directors of each overseas
sales subsidiary for the establishment of an “acamiibmittee” (a subordinate organ to the board of
directors) at each overseas sales subsidiary ceetprof the two directors described in (ii)
appointed to that subsidiary, and we have devel@psgstem where the status of major meetings
other than the board of directors meetings, inclgdnanagement meetings, can be monitored and
where the status of audits by audit corporations loa checked. Along with this, in order to
strengthen auditing at each overseas sales sulysiellch company has established “Internal Rules
for the Operation of the Audit Committee” that eat the general outline of the method for running
the audit committee, including the requirement thaetings of the audit committees be held four

times per year, like board of directors meetings.

The Internal Auditors affiliated with APO were th@es mainly involved in preparing the FY
2018 schedule for the meetings of audit committeelaborating with FX corporate auditors and
the Company’s Global Audit Division, setting outettommon important audit items for all
overseas sales subsidiaries and the important dtedits specific to each company, and
commencing the activities of the audit committeeln May 2018, audits of FXNZ and Fuji Xerox
Document Management Solutions Pty. Limite6XDMS”) were conducted by each company’s
respective audit committee, with the audits loolkandi) items indicated by past internal audits; (i
important issues common to overseas sales subsgl{@rcluding collection of receivables, cutoffs,
recording sales, personal crimes (embezzlementreniike)); and (iii) important issues specific to
each company; however, no serious problems wenedfauith either company (meetings of the
audit committees of FXNZ and FXDMS are scheduletbecheld in June 2018). The results of
those audits will be deliberated at board of doexmeetings, and per (iv) above, direct reposs ar

scheduled to be given to the FX President and FKarate auditors.

As described above, through an increase in the aumibboard of directors meetings held for
FX overseas sales subsidiaries, through changelrdotors, and through the holding of audit

committee meetings, it is believed that supervisorg audit systems have been strengthened.
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b. Supervision of CEOs of overseas sales subsidiaries

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

With the aim of strengthening supervision of CE®@swerseas sales subsidiaries, both FXA and
FXNZ appointed a Chairman from the Company or fiexin or after September 2017. Looking

ahead, we plan to identify those companies thatl teestrengthen their supervision and dispatch

personnel.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

In addition to the dispatches from the Company #rat described in “(i).d Increasing the
number of, and dispatching new, officers, departrheads, etc. dispatched from the Company to
FX,” FX has also dispatched personnel as followsetiwe in the major positions at overseas sales
subsidiaries, and by clarifying the fact that FX adquarters has the rights of personnel
management and by dispatching suitable personmeeded, we believe that we have been able to
strengthen supervision of CEOs of overseas salesidiaries. We will confirm as necessary the
status of personnel dispatched from FX Headquatteserve in the major positions at overseas
sales subsidiaries and continue to consider additialispatches of personnel in terms of

strengthening internal controls.

Dispatched| Dispatched Commencement of .
] ) Role at overseas sales subsidiary
from to dispatch period
The
FXA From July 2017 CFO
Company
The _
FXA From December 2017 Chairman
Company
The Senior Manager (in charge of internal
FXAP From March 2018 -
Company auditing)
- Executive Vice President (in charge of
e
FXK From March 2018 management and planning, and finance
Company )
and accounting)
FX FXK From July 2017 Chairman
FX FXNZ From September 2017 Chairman
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FX FXTW From December 2017 President (CEO)
FX FXTH From February 2018 President (CEO)
FX FXP From February 2018 President (CEO)
Executive General Manager (Branch
FX FXMM From February 2018
Manager)
Senior Vice President (in charge of
FX FXTW From February 2018 ) _ _
accounting and finance and compliance
FX FXV From April 2018 President (CEO)

c. Ensuring independence of CFOs of overseas salsgifaries

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

Traditionally, the CFO of an overseas sales sulnsidieported to the CEO of the subsidiary to
which he or she was affiliated; however, as of Dawer 2017, this has changed to a system in
which CFOs of overseas sales subsidiaries repattti to the Executive General Manager of the

Asia Pacific and China Regional Headquarters.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

CFOs of overseas sales subsidiaries report diréotihe Executive General Manager of the
Asia Pacific and China Regional Headquarters ortarsasuch as the actual conditions surrounding
inadequacies, etc. in local work processes relateelceivables management and returns and on the
progress of improvements. Furthermore, with the af ensuring independence of CFOs of
overseas sales subsidiaries, a system has beeenmenqtied in which the Executive General
Manager of the Asia Pacific and China Regional Headters is directly involved in the final
decision on the evaluation of the performance oO€Fand the performance evaluation for FY
2017 was carried out in May 2018.

d. Ensuring transparency in the appointment of majondin resources

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

With the aim of ensuring transparency in the appoémt of major human resources, we have

decided to implement the following improvement meas.
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(i) It was made a rule in June 2017 that in order smentransparency in the appointment process
at overseas subsidiaries, appointment of the CE@ndiX sales subsidiary is to be made at a

meeting body of FX management.

(i) As of October 2017, education on the code of condnd on a code of conduct guidebqok
(overseas version) has been rolled out, with thm af strengthening the awareness| of

compliance in those people being appointed to npajets at overseas local subsidiaries.

(ii) With respect to important personnel including dioecit was made a rule in October 2017| to
revise the rules (Com-Mat) for FX's management a¢hegroup company, and appointments

are to be reported to, and approval obtained fr6iX, Headquarters (depending on the

position).

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

The implementation status of each improvement mredstas follows.
(i) Appointment of CEOs of FX overseas sales subseafiari

After changes were made to the R¥gi Approval Standard Table in June 2017, a total2f 1
appointments of Chairmen and Presidents of 10 easrsales subsidiaries have been resolved by
management bodies of FX as of April 2018 (July 208XK Chairman; September 2017: FXA
Chairman and FXNZ Chairman; October 2017: FXNZ i@lexd; December 2017: FXA Chairman,
FXS President, and FXTW President; February 20X3:H-President, FXP President, and FXMM
President; April 2018: FXM President and FXV Presit). Furthermore, on this occasion, the
appropriateness of the level of remuneration foally hired personnel has been confirmed through

market benchmarks.

(i) Strengthening awareness of compliance in thosel@édming appointed to major posts at

overseas local subsidiaries

As of November 2017, we completed education onctite of conduct for, and the roll out of
the code of conduct guidebook (overseas versionpdople being appointed to major posts at
overseas local subsidiaries, and in January 208, compliance-related departments at FX
Headquarters joined together to carry out facext@frisk management and compliance education
(one day) for the CEOs of overseas sales sub®diariWe are aiming to increase awareness of
compliance among these CEOs, as the people wiglomegbility over overseas local subsidiaries,

and will have the CEOs submit their commitment nitten form.

(i) Reporting to, and obtaining approval from, FX Hazafters for the appointment of

important personnel at and below the director level
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As described in “(b).c Revision of approval regigias within groups,” we revised Com-Mat in
October 2017 and have made it rule that the appeint of directors of FX subsidiaries requires
approval of the FX President and appointment ofcetiee officers and positions equivalent to
important personnel requires the approval of thiec@fin charge of HR at FX. As of April 2018,
we have given prior approval for the appointmenthoée major posts at overseas sales subsidiaries
(April 2018: the person responsible for sales aff¥iXand the person responsible for sales at
FXTH; May 2015: the person responsible for marlgtih FXS). The appointment of the person
responsible for accounting at each overseas salesidiary has been made a matter requiring
approval of the FX President, and five such rolesehbeen appointed (October 2017: FXA,;
December 2017: FXP and FXS; February 2018: FXTW;March 2018: FXTH).

e. Changes to remuneration system

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

With respect to the remuneration system, traditlgntne only evaluation item used to determine
a CEO’s bonus was performance indicators; howea@npliance, CS (Customer Satisfaction), ES
(Employee Satisfaction), trustworthiness from alésthe company, and the like were added in
October 2017. Furthermore, with respect to deteirngi the remuneration for managerial-leyel
staff, including CEOs and directors, revisions wage to Com-Mat and the processes of obtaining
approval from, and reporting to, FX Headquartersewadded to ensure transparency; also,
confirmations on the remuneration records for deXloverseas local subsidiary were conducted by

FX’s Human Resources Department and the Comparfiy'®Hision.

Looking ahead, the regular reporting system implaee at FF will also be introduced at FX
from FY 2018, with a view towards strengthening ueeration management at FX overseas lpcal

subsidiaries.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

With respect to the bonus of the CEO of each oesrsales subsidiary, with the approval of the
Officer in charge of HR at FX, a remuneration systat incorporates evaluation items that utilize
non-financial indicators, such as compliance, lentapplied to each CEO since the evaluation for
the second half of FY 2017 (October 2017 to Mar6i&. Furthermore, we are making it a
requirement to report to FX Headquarters on theuresration of executive officers other than

CEOs and are confirming appropriateness throughkehdsenchmarks and the like. Looking
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ahead, we plan to continually confirm the apprdpriass of remuneration based on the regular

reporting system that was introduced on this oocasi

Strengtheningccounting

(@) Consolidation of accounting functions

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

We have decided to strengthen control functionsorder to ensure the appropriatenesy of
accounting practices by consolidating the accogntimctions of FF and FX intthe Company’'s
Furthermore, we have decided to clearly separaterpgance management functions and financial

accounting functions.

With respect to the matters above, as of Septethi2d17, the Company’s Accounting Division
X

accounting departments were separated and consalid#o the Company’s Accounting Division,

was separated from the Corporate Planning Dividiba,accounting functions of the FF and

and as of October 1, the accounting functions ofOARere separated from APO’s Finarlce
Department and consolidated into the Company’s Actiog Division; furthermore, as of
December 1, the cost accounting departments of EB@dnd FX factory were consolidated into the
Company’s Accounting Division. Looking ahead, wkarpto continue strengthening control
functions in order to ensure the appropriatenesscobunting practices by making advancements
with service sharing and the consolidation of wlmations for accounting at FX overseas sales
subsidiaries, etc., with the standardization of] anprovement of efficiency in, work processeg at
FF and FX, and with personnel exchanges.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

After the integration, the groups within the Comgamiccounting Division that had previously
been separately organized within each of FF andiféfuding the consolidation group, tax group,
and financial group) were reorganized into ninetjgiroups of the companies, and the exchange of
personnel and information was encouraged througinmeuch as regular meetings among group
leaders and within groups (including discussionspoticies for how to deal with new revenue
recognition standards and next-generation accoginglated systems). Also, each group
endeavors to mutually understand the details ofbti@ness conducted by the other groups and
works with them to realize business efficiency audlity improvement. Compared with before
the integration, the quality and quantity of comioation and information have improved, and

control functions to secure the appropriateneggobunting practices have been strengthened. In
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addition, the Company is not only working on strtéeging of the control functions but is also
tying this into strengthening FX accounting funo8an general, by promoting the standardization
of and improvement of efficiency in work process@senhancing the quality and productivity of

accounting work.

With respect to FX overseas sales subsidiariesCtirapany will examine strengthening the
accounting and management functions, including teary staffing, while facilitating the service
sharing for accounting (by unifying accounting m@es, cost settlement process and other

processes).

(b) Improving accounting practices and work processes

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

With respect to those matters pointed out by tltit & relation to this series of matters, we have
made a distinction between issues to be improvgdrding accounting practices and issues t¢ be

improved regarding work processes, and have detudidke action as is detailed below.
a. Criteria for revenue recognition

We will deliver notices in order to reinforce thdes on revenue recognition. With respect to
accounting allowances for those transactions irciwldiocuments are still en route to the customer
but for which provision of services is considereinplete by the due date, we will develop thpse

allowances after having consulted with the indepabhdudit.

b. Accounting practices for valuation of receivables

We will analyze the outlook of collection of recables and the cause of accumulated
receivables, and we will develop appropriate actingrireatment (such as allowance for bad debts,

cancellation of sales, or allowance for sales refunpon consultation with the independent auditor.

Improvement measures are gradually being emplogethé matters above, and the FX Glopal
Accounting Rule (US GAAP) was prepared and develope December 2017 for general
transactions and lease transactions.

Furthermore, with a view towards improving work geeses, plans at each location that
prioritize improving the inadequate processes peng to revenue recognition (including leases),
management of receivables and returns were foredilaind we conducted verification of the
overall consistency of the presented plans, ang@la® to commence monitoring beginning January
2018.

Furthermore, the J-SOX evaluation systems of bdthaRd FX were consolidated into the

Company’s Global Audit Division with the aim of lieing the J-SOX evaluation system and work
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process controls. Additionally, we formulated avemll policy on improving and evaluating

J-SOX, revised work process controls and considekaduation items, and endeavored to revise

work process controls from FXNZ and FXA where thigtter arose.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

a. Criteria for revenue recognition

In order to reinforce the existing rules on revemaeognition, notices were delivered to
domestic sales functions, including domestic saldssidiaries, in October 2017 and January and
March 2018 and to overseas sales subsidiaries uemoer 2017 and March 2018. In addition,
with the aim of strengthening the internal contrials revenue recognition, documents certifying
the completion of installment of machines and pivi of services were added as vouchers to the

revenue recognition of machines and services.

Subsequent to that, with respect to the revenuegreiton for March 2018, we verified the

operational status by cut-off tests and confirned there is no issue in the internal controls.

b. Accounting practices for valuation of receivable

With a view towards improving work processes foluasion of receivables, FX Headquarters
established requisite internal controls for clafiorsaccount receivables and receipt applications at
each location to provide improvement instructioasd each such location implemented the
improvements. In December 2017, FX's Corporatafae Department conducted audits of main
overseas sales subsidiaries (FXPC-A, RFPC-K, FXPE®K, FXTW and FXDMS) and
confirmed the status of their compliance with thegpioved internal controls. As a result, there

were no material issues found in the internal adsitr

In addition, with respect to FXS, FXTH and FXM, whi especially had issues in the
management of receivables, the internal controlwak processes for claims and receipts were
strengthened in order to prevent any future ocogeeof accumulated receivables, and procedures
to confirm outstanding receivables were establisheatder to take adequate accounting measures

against past accumulated receivables.

With respect to the revision of work process cdsfran overall implementation schedule and
evaluation system were formulated in October 201Furthermore, we implemented the audits and
J-SOX-based checks of FXNZ and FXA and confirmext the work processes of company-level
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controls and lease classifications realized throaghintroduction of monthly monitoring of

financial data and whistleblower system are opegati an appropriate manner.

(c) Revision of work processes overseas, such as #teamgg lease operations systems and

changing contract management processes

a. Developing a system for lease operations and nestiblishing a General Manager, Regional

Leasing Operations

| mprovement measures (stated in the | mprovement Report submitted in December 2017):

In light of the fact that, due to sales and leagerations operating as one unit, there were no
controls in place regarding credit and agreemenéwes, and that accounting practices pertaining to
leases were not appropriately reflected, a GerMealager, Regional Leasing Operations, directly
supervised by and reporting to the General Mana§éiX's Accounting Department, was newly
established as a function of Asia Pacific and Clitegional Headquarters. As a result of this, a
system has been developed where the General Marlaggional Leasing Operations and the
General Manager of FX's Accounting Department aske @0 conduct checks and monitoring |of

lease matters.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

In January 2018, a General Manager, Regional Lga3perations and lease managers for each
overseas sales subsidiary were appointed. In ctionewith this, a lease policy (rules for
accounting practices) and lease business guidelwhich provide for work processes and
procedures in lease transactions, including esoalailes) were formulated; the lease policy began

to be enforced in November 2017 and the lease éssiguidelines in February 2018 respectively.

The status of lease cases and the applicatioredé#ise policy and the lease business guidelines
are being confirmed on a continuous basis by thee€@¢ Manager, Regional Leasing Operations

and lease managers in each country.

b. Changes to contract management processes

| mprovement measures (stated in the | mprovement Report submitted in December 2017):

In order to strengthen contract management, we ligided to introduce escalation rules

(including rules on applicable contracts, critddamonetary amounts, criteria for items that may b

changed, and the people with authority to apprdwnges) in the event that an FX sales subsidiary
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makes changes to the terms and conditions of tredatd lease agreement (including charges

during the agreement term and submission of sitkrg.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

In light of the past situation where the approvalgesses for changing terms and conditions of
the standard lease agreement were unclear, theél®asiness Guideline,” established in February
2018, provides for review processes and matteistohecked. In reviewing lease agreements,
the authority to approve will be escalated basedhenevel of importance and risk of each such
agreement in accordance with the provisions of “thease Business Guideline.” The “Lease
Business Guideline” also describes points of cautiwith respect to agreement terms and
conditions that deviate from those of standard emgents, and instructs that terms and conditions

that entail especially high risk must be checketelggal departments.

In addition, with the aim of attaining thorough qalfance with the “Lease Business Guideline,”
we sought to make the contents of the guidelineotighly known to the employees by holding an
explanatory session in February 2018. The revigwaflease transactions under the guideline
commenced in February 2018 and it is confirmed thatreviewing has been operating without

problem.

Strengtheninguditing

(a) Strengthening auditing of group companies by then@any’s corporate auditors

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

With the aim of strengthening auditing by corporatglitors, we have decided to proceed with
the development of a framework for auditing by cogte auditors that covers the whole of the
Company group and that clarifies the roles of coaauditors at each group company under| the

instruction and coordination of the Company’s cogb® auditors.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

The Company’s Audit & Supervisory Board Office cayepd of 6 corporate auditors was
established in September 2017 in order to strengtugpport functions for the Company’s
corporate auditors, to implement and strengtheritingdsystems, and to collect various kinds of
information, including via periodic reports and thiee. Furthermore, in December 2017 we

formulated the “Basic Principles for Auditing by éitt & Supervisory Board Members of Group
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Companies” which set out the new auditing framewaffkhe Company group, and in February
2018, the “Basic Principles for Auditing by Audit &upervisory Board Members of Group
Companies” that set out, among other things, wovkdl for auditing of group companies by

corporate auditors and where to report the restibsiditing.

In particular, in the “Basic Principles for Auditirby Audit & Supervisory Board Members of
Group Companies,” we introduced a new auditing &éaork in which a managing system and
reporting system are established in each group aoynfor its corporate auditors, separate from
the executive functions of each such company atid twve Company’s corporate auditors at the top.
In addition, with the aim of strengthening inforioat sharing and cooperation among corporate
auditors, we decided to hold information-sharingcdssion meetings among the full-time
corporate auditors of the Company and of FX twicenore each month. Furthermore, in order to
further enhance the auditing activities of corperatiditors of group companies and to ensure
seamless communication among the corporate auditerfiave decided to hold corporate auditor
communication meetings twice a year among thetiiuk corporate auditors of the Company, the
head of Audit & Supervisory Board Office of the Quemy, and the corporate auditors of group

companies.

In March 2018, the Company’s corporate auditord It first such communication meeting by
assembling the corporate auditors of those grouppamies within Japan which already have
corporate auditors and their corporate auditorsevadle to be convened. At the meeting, the
group company corporate auditors in attendance veepgested again to be conscious that they are
in a position to play an important role in interraintrol of the Company group, and were also
informed of the workflows for auditing and where tteport the results of auditing by group
companies under the new auditing framework in atanoce with the “Basic Principles for Auditing
by Audit & Supervisory Board Members of Group Comipa” and “Basic Principles for Auditing
by Audit & Supervisory Board Members of Group Comiea.” In addition, for the overseas
group companies that do not have a corporate ausligiem, the Company selects divisions or
individuals that perform the duties equivalent hattof corporate auditors and proceed to begin
operation of a managing system and reporting sydtenthe functions equivalent to corporate
auditors at such group companies in the same wayitasgroup companies in Japan (with the
Company’s corporate auditors at the top), and thenany intends to convene a communication

meeting for such overseas group company membengwitis fiscal year.

Also, the Company has increased the frequency, firem quarterly to monthly) of the
face-to-face sessions with FX corporate auditodsteads of major corporate departments (finance
and accounting, HR, legal, CP&RM) and with full-8neorporate auditors of each group company
in Japan, thereby strengthening the monitoringesysof each group company by FX corporate

auditors. Specifically, from the latter half obtayear, the Company conducted local site visits to
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16 locations such as overseas sales subsidiamigdimg FXNZ and FXA, and confirmed or
otherwise reviewed the progress of improvementsighenade on problematic areas and the
progress of rollout of corporate governance meastinat have been deployed throughout all
overseas sales subsidiaries, and, in additioniso tte results of the foregoing confirmations, etc
by the FX corporate auditors were reported at magoieetings and the like with the Company’s
corporate auditors in accordance with the “Prat@adelines for Auditors by Corporate Auditors.”
Moreover, the Company intends to confirm the statuthe local management systems and the
activities of local audit committees by having tnelit committee members dispatched locally act
as contact points, while the FX corporate auditereive periodic reports (once a quarter) from
each audit committee or receives reports on indalignatters on internal audit results and the like
of local locations.

(b) Consolidation of auditing functions with the Compamd audits of all group companies

| mprovement measures (stated in the Improvement Report submitted in December 2017):

With the aim of strengtheninguditing, we have decided to consolidate the imteaudit
functions of FF and FX and to establish a GlobadiADivision within the Company; also, the
Global Audit Division has set a target to auditailthe approximately 300 of the Company’s group
companies in a period of three years and it withfolate an auditing policy and a three-year

auditing plan.

Furthermore, with the aim of strengthening interaadlits and making them more efficient, we
have decided to combine the auditing techniqueBFofand FX, to consider the introduction |of
Computer Assisted Audit Techniques (“CAAT”) and quauter forensics technology, to design roles
for internal audits within the Company group, aodrevise the Internal Audit Charter and the

internal audit plan for the second half of FY 2017.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

In September 2017, the Company established a Ghaldit Division that is composed of 56
staff members and has made the Division commenderp&@ance of integrated auditing. Upon
this establishment, as described above, the Compasydispatched one staff member of the
Company’s Global Audit Division to FXAP since Marg18. By appointing the dispatched staff
member to lead the auditing unit at FXAP, the Comygdaas increased the number of staff members
in the FXAP auditing unit to 4 members in totakrby strengthening the auditing function in the
Asia Pacific region. The Company devised the makaudit plan for the second half of FY 2017
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and reported the plan to the Board of Directorgsaineeting held in October. The Global Audit
Division performed audits of 34 domestic comparied 40 overseas companies during the period
from September 2017 to March 2018 in accordande twé plan. According to the internal audit
plan for FY 2018, the Global Audit Division plars¢onduct audits of 32 domestic companies and
59 overseas companies. Also, in March 2018, thmpgaay formulated “Internal Audit Charter”
and an “Internal Audit Implementation Guidance”, igthredefine the roles and other relevant
matters of internal audits within the Company groupurther, the Company has completed trial
use of CAAT and computer forensics in order torsjteen the auditing function and perform
comprehensive and effective auditing, and has mbopted and started using them in the internal
audits of domestic group companies since Januaty Zplease refer to v.(a) (Development of
monitoring environment at each group company) farendetails), and the Company intends to
introduce these methods at its overseas group cuegia the future.

As described above, the Company believes thatstideen able to achieve strengthened and
more effective auditing functions through the inmpémtation of auditing of the whole Company
group by the Company’s Global Audit Division, aslives through the use of CAAT and computer

forensics that enable the Company to conduct cdmepitve and effective auditing.

iv. Strengthening compliance
(a) Education and awareness survey aimed at permeati@am open, fair, and clear corporate

culture

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

ts

In order to raise awareness of compliance througti®i Company group and especially at
overseas companies, the Company President cont@ydicemployees a message that the Company
I

employees about the outline of the inappropriamacting at FXNZ, the sequence of events in

group places importance on compliance and we imghéed training and education for &

response to the issues, problems and causes, &oepdor addressing the issues based on what
was learnt from the issues that have occurredtiiis (training and education for leader-level
personnel were implemented through the end of &dqEe 2017 and through November 2017 (for
employees (separate sessions for each level aiipeeh).

Furthermore, the message that the Company grogpglmportance on compliance, that is, the
objective to “ensure again that business operati@are involved in are always open, fair, and
clear,” has been conveyed from the Company'’s topagement to outside parties through our
website as well as internal media such as in-hmeggazines and intranet websites of the Company
group.

In addition, for the purposes of checking the degrethe permeation of awareness of

compliance through the above training and educati@hof detecting any signs of inappropriate
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accounting at an early stage, we decided to coratuatvareness survey. The target of the
awareness survey is all 97,000 employees of thep@oyngroup (including non-regular employeds
such as dispatched employees and temporary employesl we aim to use the results of the survey
not only for formulating an improvement plan, bldoafor continuously checking the degree of the
permeation of awareness of compliance as well g&stileg any signs of inappropriate accounting

by internally disclosing the results of the sureey the status of action taken in response to such

results. We commenced the awareness survey imibere?017.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

With regard to compliance education, in additiorthte training implemented for all employees
of the Company through to November 2017, we hameesthen continued education for raising
awareness of compliance for all employees of theGfgup. At present, all of the officers and
the heads of organizations of FX, as well as tlsidents of all subsidiaries, such as domestic and
overseas sales companies, have made declaratitimsirobelief or policy regarding compliance as
a commitment, and are carrying out activities feefling each relevant organization informed of

such matters, including about compliance breachdsapected risks.

The awareness survey was conducted during thedoom December 2017 to January 2018,
targeting 93,000 employees at 320 organizatiorns,aémost all of the employees responded to the
survey (response rate: 98%). The results showadithgeneral, the degree of understanding and
awareness of compliance of the Company’s groupwiake was high. Going forward, we will
conduct a detailed analysis of the awareness suamely based on the results of the detailed
analysis, carefully examine the questions and tacgepanies and then conduct an additional

survey as soon as the relevant preparations arpletan

(b) Strengthening awareness of accounting compliance

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

We will implement training focused on accounting @EOs, CFOs, personnel who are engaged
in accounting affairs, and sales MDs, and otheevasit employees of the Company’s graqup
companies in addition to the compliance trainirgf thie have implemented for all employees of the
Company group based on the Matter.

We will roll out commencement of education from Alldcember 2017 for domestic companies and

from January 2018 for overseas companies, respéctiv
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Status of implementation and management (after submission of the | mprovement Report
in December 2017):

Notice of the implementation of accounting compdiartraining was sent to CEOs and CFOs of
the group companies from the General Manager ok FAtcounting Division on December 21,
2017 for domestic companies and on February 158 Z0t overseas companies. Training
through e-learning commenced on January 4, 2018ldarestic companies and training through
video-on-demand commenced on March 1, 2018 for see&sr companies. The status of
participation is as follows.

Domestic participation rate: 100% (all of the 22(pected trainees have finished taking the
training)

Overseas participation rate: 100% (all of the 18geeted trainees have finished taking the
training)

In the future, we will continue these measures dtier personnel who are engaged in
accounting affairs and sales MDs by incorporatimg ¢ontent in the training for new employees

and in group training.

(c) Establishing a single whistleblowing system for émgire Company group

| mprovement measures (stated in the Improvement Report submitted in December 2017):

From the perspective of ensuring the effectivernésair whistleblowing systems, we decided to
newly establish a whistleblower hotline to which ethployees of the Company group are able to
directly report, and to then make announcemenddl temployees of the Company group in ordef to

keep them thoroughly informed of the whistleblowsygtem.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

In the past, each group company had its own whisteng system, but now we have
established a separate whistleblowing system unbih all employees of the Company group are
able to directly report issues to the Company. Whéstleblower hotline is outsourced, and the
system operates in such a way that all of the tepoade to the outsourced company are reported
to the Company’s CSR Group.

The operation of the whistleblower system commengoedNovember 2017 in Japan, in
December 2017 in China and the Asia-Pacific regimml, in January 2018 in North America. We
received 21 reports during the period from Noven@k7 to March 2018 (20 cases (11 domestic

cases and 9 overseas cases) out of the 21 remrdgelated to FX).
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For European regions, we plan to commence the tperaf the system during the first half o

f

2018 after taking measures in response to pergtfioamation protection laws and regulations and

the like.

In addition, together with the commencement of @menpany’s whistleblower hotline, each of

the Company’s group companies reviewed the whistledr system used in their relevant

companies and regions, and developed a whistlebleysem that is easier for employees

to

utilize. We endeavor to keep all employees infairoéthe Company’s whistleblower hotline by

posting information on the Company’s group-wide sketter and group-wide intranet, sending

emails, and other means.

(d) Development of risk management systems

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

In the FX Group, the CSR Committee at FX Headquarteliberates on and decides matt
relating to risk management in accordance withRtek Management Rules. From the perspeg
of strengthening risk management at overseas sahiesl we decided to additionally new
establish a new risk management committee at edaréup company and to specify in the All-H
Risk Management Rules matters such as crisis marmagein case of emergency, thoroy
implementation of prevention of recurrence, risknagement during ordinary times, and report

higher-level organizations.

In addition, we decided to newly establish risk agement regulations at the Company, i

which the systems and roles (including compliance sk management) of the CSR Commit|
are defined, from the perspective of strengthensigmanagement.

Also, at FF, the Total Risk Management Committelereines risk forecasting and prevention
well as policies and measures for responding terigdtissues, but we decided to newly estab
risk management basic regulations that are maae tngse policies and measures.

Through to December 2017 we have been proceeditig revisions to the All-Fuji Xerox Ris
Management Rules at FX and the establishment bfranagement regulations at the Compa

and we aim to keep all employees informed of thguleions and thoroughly implement t

ers
tive
ly
X

fee

as
lish

L)

ny,

operation of the regulations in the future.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

At the Company, the CSR Committee Policy, in whikh structure and roles of FH's CSR

Committee are defined, were newly established igust 2017, and the FUJIFILM Holdings

Group Risk Management Regulations were newly eastadd in March 2018. In accordance with
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these Rules, we established and operate a systéen which we receive a report on risks from FX
each time any risk is detected. FF newly estabptishe FUJIFILM Group Basic Regulations on
Risk Management in April 2018.

The FX Group amended the All-Fuji Xerox Risk Managat Rules in October 2017.
Specifically, the Rules contain new provisions umithg (i) the obligation of each company,
including FX, to establish a risk management conemit (ii) the obligation of escalation to the
Company upon the occurrence of any material issaes, (iii) the requirement to clarify
responsibilities of risk owners.

As a result, as of December 2017, all of the 73igroompanies of FX have completed the
restructuring of their risk management systemduiing the establishment of risk management
committees. In addition, in accordance with th&i€Escalation Guidelines that supplement the
All-Fuji Xerox Risk Management Rules, issues witheatain or higher level of risk (risk matters)
are examined at the risk management committeeeofefevant company and then reported to FX
Headquarters’ Risk Management Committee (a cortardtbody that assists FX's CSR Committee
and mainly composed of department heads at FX Heathys) through a person responsible for
risk management at that company. The Companyvwegaieports from FX on the status of
occurrence of risk matters and measures to praeentrence at weekly meetings held among the
risk management departments at the Company, FR-#n8ut any matters that FX determines to
be important are escalated to the Company each simcb matter occurs, before the weekly
meeting is held.

Further, matters that would cause significant impaare brought to the meetings of FX's CSR
Committee held in November 2017, and February aramicM 2018, where how to handle the
matters and measures to prevent recurrence orikbewere deliberated on and decided. In
addition to the above, in order to further streegttrisk management and compliance, the
Compliance & Risk Management was organized as arttapnt of FX Headquarters in April 2018
by integrating risk management functions and coamgie functions that had in the past been

allocated to the General Affairs and the Legal DiEpeant, respectively.

V. IT policies aimed at strengthening group governance
We plan to efficiently push forward with strengtiven group governance by adopting the
following IT policies aimed at strengthening grogpvernance through the various efforts
described above. We plan to examine issues totlaréhtroduction of each IT policy through

consultation with departments that are responséilslenprovement measures.

(a) Development of monitoring environment at each groompany

| mprovement measures (stated in the lmprovement Report submitted in December 2017):
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4%

We will implement phased development of bases farisg information for monitoring th
status of management at each group company (suble @mvironment for monitoring the status| of
management at each group company and environmemidigitoring important matters as a group)

as well as verification of systematization towardigs utilizing IT and forensics audits for the

purpose of efficiently carrying out audits of ther@pany’s 300 group companies.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

In order to enable more efficient and effective agament of the measures set out in i. through
iv. above upon implementation thereof, we impleradrihe following three IT policies.

First, in order to develop the environment for moring the status of management at each
group company, the granting of system access rigatsenables the Company and FX’s Corporate
Finance Department to directly access budget anlgoerformance information of FX’s overseas
subsidiaries has been completed as of December 2017

Second, for the same purpose as the above, devehbrhan environment for file sharing that
enables the Company to access the monthly repbériEs=oand FX has been completed as of
December 2017. Also, in April 2018, the automatidregular work by utilizing RPA (robotic
process automation) was implemented as an IT medsuimproving the efficiency of monthly
report preparation by FX subsidiaries.

Third, in order to develop the environment for ntoring important matters as a group, we
developed a system for applications by FF subsadidor obtaining proposal approvals from FF,
which in the past was a paper-based process, andperation for domestic group companies
commenced in May 2018. For overseas group compasystems for applications for obtaining
proposal approvals within each region are beingitonted at the initiative of the relevant regional
headquarters, so we plan to consider future mesaised on the status of development.

In addition, applications made by FX subsidiariez$X are thoroughly managed by registering
the applications by the subsidiaries in the sanséegy at FX Headquarters. Reports from FF and
FX to the Company are made through a paper-basedess from the perspective of cost
effectiveness because the number of cases andgeoiicerned are limited.

With regard to the utilization of IT in internal @dits, our policy is to commence a phased
application of CAAT to group companies in FY 20Ed we have commenced providing core
system data (such as data regarding the purchpseduction, sales, and inventory of each
company) to the Global Audit Division. At the pees$ stage, the provision of data is made

through a manual process, and we are considersngdhsibility of automation of the process in
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preparation for the expansion of the scope of audife will formulate a systematization plan by
September 2018, including the development of anpihetiection functions.

Also, with regard to computer forensics, we impleted a functional validation of a system
that efficiently detects wrongdoing by steadily mtoring emails of group companies. We
commenced the construction of system operation jmil 2018 and, in the future, we will
commence the monitoring of domestic group compahiesSeptember 2018, add functions for
overseas bases by December 2018, and extend the stanonitoring to include overseas group

companies in due course.

(b) Development of core systems in connection witheewof rules and processes

| mprovement measures (stated in the lmprovement Report submitted in December 2017):

In connection with the improvement in accountin@gices, reinforcement of the rules pn
revenue recognition, and our review of the proce$selease operations, we will aim to implement
responsive measures for improving processes basedeocurrent systems in the short term, and

integrate the core systems of FF and FX based staradard operations process desigrthe

medium to long term.

Status of implementation and management (after submission of the | mprovement Report
in December 2017):

As a short-term measure, specific requirementshercurrent IT system have been confirmed
with corporate finance and accounting departmestefalune 2018 in order to ensure that the
reviewed operational rules and processes are inguitsd. We plan to start with high priority
measures, namely measures to enhance the manageintease transactions and receivables, in
due course by the end November 2018.

Toward the integration of core systems as a meda:long-term measure, we plan to formulate

a systematization scheme by September 2018.

(c) Development of environment necessary for commuioicatithin the Company group

| mprovement measures (stated in the | mprovement Report submitted in December 2017):

For more efficient and active communication amdrg@ompany, FF, and FX, we will develpp
necessary communication infrastructures (such asCthmpany’s network environment and [an

in-house portal platform).
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Status of implementation and management (after submission of the | mprovement Report
in December 2017):

We have implemented the following measures to agvilfrastructure for communication within
the group.
- We completed the development of an in-house poplttaform, which is a doorway to
information sharing within the group, in OctobedZ0
- We completed the development of the environmenfife sharing among the Company;,
FF, and FX in December 2017.
- We commenced the sharing of telephone numberearadl address information among
the Company, FF, and FX in April 2018. We planfaamulate a scheme for the sharing of
schedules by September 2018.
- In March 2018, we completed the developmentétavork environment that enables the
Company and FF to use FX's operational systemdifitian to the existing network used by FX
to use FF's operational system. Also, we plangeetbp a network environment at the Tokyo
Midtown headquarters that provides access to Fits BX's systems from all floors by July
2018.
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(2) Company’s assessment of the status of implementatid management of improvement
measures

The Company deeply apologizes for inconveniencecamdern to shareholders, investors, and
all other stakeholders for the inappropriate actingrpractice in our group companies, which led
to a restatement of the past five years’ finanfigaires and delaying the announcement of the
financial results in July 2017.

In order to thoroughly strengthen governance st shah a situation not to be repeated, the
Company has developed a comprehensive project reareayg system and again performed its
own analysis of the causes, and has formulatedowepnent measures aimed at recurrence
prevention. Then, the Company has been workingamby at steadily implementing such
improvement measures, but also at developing tke gaessible governance systems and taking
action on recurrence prevention by performing iews and additions to its policies in a timely
manner in response to changes in the internal amernal environments. The Company
considers that these measures have steadily prddasalts. Since July 2018, we will change
the system for promoting these improvement actisifirom the previous system, in which the
Committee for Strengthening Governance took imigtto one in which each department takes
responsibility for conducting these activities litssder the supervision of the Company’s board
of directors, and each department will continue prammote these activities as its part of daily
operations.

From June 2018, the Company plans to increase timeber of outside directors of the
Company by one and newly establish the Nominatih @ompensation Committee, in which an
outside director will serve as the chair, in ortteimprove deliberations at the meetings of the
board of directors and enhance the transparentlyeomanagement decision making process by
more actively utilizing outside directors. In aiilolh to continuing to maintain the improvement
measures that we have undertaken thus far, wenaille efforts to further strengthen governance
with the aim of regaining trust. The Company &ilo report on the progress of implementation
of such initiatives to all shareholders, investars] other stakeholders.

End
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Glossary
Term Description
KPMG AZSA KPMG AZSA LLC. Became accounting audifor the Company from FY

2016.

Operating Lease

A type of lease accounting usedhbylessor side under UGAAP.
Income is accounted for when and as lease payrasntgceived.

Customer Stored
Consumables

Toner, etc. used in printers (stored at the cust@ite). Until the custome
uses the consumables, they are accounted for amtory assets of th
Company group.

D =

Com-Mat

Communication Matrix. An internal comparggulation that prescribe
the reporting obligations and approval authorities important matters
within FX group companies.

D

Residual Values

Residuals values of equipmenteagtial of a term of lease agreement.

Sponsorship Cost

The cost incurred by FXNZ to mteviunding support or to supp
furnishings free of charge to universities and btleganizations tha
purchase equipment.

Independent
Investigation
Committee

The Board of Directors of Company resolved on Apfi| 2017 to create g

investigation committee comprised of outside expeithout any interest
in the Company, to improve the objectivity and doély of the
investigation into the Matter.

>

[72)

Third Party
Settlements

When FXNZ wins a customer from a competitor, thgnpant FXNZ makeg
on behalf of the customer to pay the lease bal#meeustomer has at t
time with the competitor it had a contract with.iglis believed to be a
industry practice.

e

Target Volume(s)

The monthly target copy volumearding MSA or GCSA adopted
FXNZ.

Digital Forensics
Computer
Forensics

The work of collecting and storing electronic daighout compromising itg
probative value and then viewing the content ofdbléected electronic data

.

Sales-type Lease

A type of lease accounting usedhéylessor side under US GAA
Income is accounted for in one lump sum when thsdebegins, using g
amount equal to the sale price of the lease asset.

OT

Matter The possibility that there were problemshwihe appropriateness
accounting practices in terms of accuracy and cllglity, etc. regarding
receivables in relation to certain lease transastio or before fiscal 201
by FXNZ.

(Contract) Transition from an MSA or GCSA, which has a cortrezm of severa
Rollover(s) years, to a new contract at a lower unit price teefine initial contrac
expires in order to record a new sale of equipment.

AGM Annual General Meeting
APO FX's Asia Pacific Sales Headquarters or AsieififaOperation

69



[English translation for information purpose only]

CAAT Computer Assisted Audit Techniques. Technigthat utilize computers tp
audit data stored in computer systems.

CEO Chief Executive Officer

CFO Chief Financial Officer

CS Customer satisfaction

DFAT Department of Foreign Affairs and Trade (theuskalian governmen
ministry for trade). A customer of FXA.

DSG Document Services Group (a type of contract)

ES Employee satisfaction

FF FUJIFILM Corporation

FH FUJIFILM Holdings Corporation

(the Company)

FX

Fuji Xerox Co., Ltd.

FXA Fuji Xerox Australia Pty. Ltd.

FXAP Fuji Xerox Asia Pacific Pte Ltd.

FXDMS Fuji Xerox Document Management Solutions Rignited

FXK Fuji Xerox Korea Company Limited

FXM Fuji Xerox Asia Pacific Pte. Ltd. (Malaysia Qpdons)

FXMM Fuji Xerox Asia Pacific Pte. Ltd. (Myanmar Breh)

FXNZ Fuji Xerox New Zealand Limited

FXP Fuji Xerox Philippines Inc.

FXPC-A Fuji Xerox Printer Channel Operations (Aafir). A department of FXAR.

FXPC-K Fuji Xerox Printer Channel Operations (KgreaA department of FXAP.

FXPC-S Fuji Xerox Printer Channel Operations (Spuja). A department df
FXAP.

FXS Fuji Xerox Singapore Pre Ltd.

FXTW Fuji Xerox Taiwan Corporation

FXTH Fuji Xerox (Thailand) Co., Ltd.

FXV Fuji Xerox Vietham Company Limited

GCSA Graphic Communications Service Arts Agreenfarype of contract)

GS Agreements Global Service Agreements. A formlaeafse transaction agreements
offered by FXA that include delegated services magdrom comprehensive
office services such as printing to just a pawdh services outsourced by a
client

MD Managing Director
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—

MSA Managed Service Agreement (Contract) (A coritcaosolidating equipmer
sales and maintenance service, etc. for collectiogthly copy charges t
cover equipment charges, consumable charges, mairde charges ar
interest.)

o O

NBR The National Business Review (an economic napspin New Zealand)

Open Innovation | A business base established in Tokyo in 2014 anaesfor “co-creation” o
Hub new values with outside business partners. Opaovhtion Hubs wer¢e
established in Silicon Valley, the United State2@15 and the Netherlands
in Europe in 2016.

R&O Spreadsheet Risk & Opportunity (R&0O) Spreadsheet. FXA usedsthapreadsheets to
manage items in the financial statements that itated risks.

RPA An abbreviation for “robotic process automati¢e type of technology that
automates simple work).

Tony Night The sender of a whistleblowing emaik #ender is as yet unidentified.

XC Xerox Corporation Ltd.
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