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Editorial Policy

Boundary

In the CSR Report 2006, we have attempted to communicate
information on the Citizen Group's spirit of creating products, various
environmental initiatives, and measures to address issues with respect to
customers, shareholders, employees and the local community. In
providing this information it is our hope that your understanding of the
Citizen Group's commitment to CSR is enhanced.

We also hope that this report will deepen your understanding of the
President and CEO's concept of CSR.

In addition, it will report information on the CSR structure, CSR
promotional efforts, future expectations, challenges, and initiatives that
were taken as part of responsibilities of a global company.

In editing information, attention has been paid to reporting principles
including balance, transparency, comparability, and accountability. In
order to make the most of the limited space in the report, additional
information has been made available on our Website.

@®Economic data : Citizen Watch Co., Ltd., and 57
domestic and overseas group companies

®Social data : Citizen Watch Co., Ltd.

@®Environmental data : Citizen Watch Co., Ltd., and 19
domestic group companies and 8 overseas group
companies

®Others : Citizen Watch Co., Ltd., and 57 domestic and
overseas group companies

Reporting Period

Reporting period for the CSR Report 2006 is from April 1,
2005 to March 31, 2006, with some information in fiscal
2006 included.



Referenced Guidelines

Contents

Editorial Policy/Boundary/Reporting Period 1
Top Commitment 8
Special Feature
Together with Citizen 5
CSR at Overseas Sites 7
Vision B
CSR of the Citizen Group 9
Corporate Governance 11
CSR Framework 12
Compliance/Risk Management 13
Society - s
Citizen's Approach to Production 15
Customers 17
Shareholders 19
Business Partners 20
Employees 21
Community 23
Environment B
Environmental Management 25

Medium-and Long-Term Environmental Plans 27

Business Activities and Environmental Burden 29

Products and Environment 31
Global Warming Prevention 33
Waste Reduction/ Logistics 34
Reduction of Hazardous Chemical Substances 39
Environmental Accounting 36
Third-Party Comments 37
Corporate Profile/Company History 38

Relevant Information available on the Website

Environmental Reporting Guidelines 2003 (Ministry of the
Environment)

Sustainability Reporting Guidelines 2002 (Global Reporting
Initiatives)

Environmental Accounting Guidelines 2005 (Ministry of the
Environment)

Relevant Released Materials

Consolidated Financial Statements

Annual Report

Financial Statement Report

Citizen Website: http://www.citizen.co.jp/english/

As for the items |'u_7r.n is attached to in the text, more detailed
information is available on the Website.

Citizen’s Vision for the Environment and Society in 2025
Service & Support

Investor Relations
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Top Commitment
Top Commitment

Be more active, be more globally-focused.
The Citizen Group is strongly committed to the

As a Grain of Wheat

We implemented various initiatives in fiscal 2005 as part of a
corporate restructuring strategy in order to build a company with
abilities to create high value. These initiatives include the
consolidation of the industrial machinery operations along with
that of the quartz devices operations, the merger between Ageo
Seimitsu and Citizen Iwate, the affiliation of the 5 domestic group
companies including 3 listed companies, name changes made for
group companies, the adoption of the shared logo mark, and the
effective implementation of the Group Strategy Headquarters'
functions based on policies concerning finance, development,
intellectual property and branding, and human resources. Fiscal
2005 is also characterized by the publication of the CSR Report
that included the reporting of environmental aspects of our
business activities and our participation in the United Nations
Global Compact.

Despite all the initiatives taken, however, it is our unshakable
belief that CSR has its basis on each person. That is, active
communication among employees should lead to the effective
implementation of CSR as is applicable throughout the group
companies.

Referring to the CSR activities in fiscal 2005, | feel that they
could have been implemented in both a defensive and offensive
manner, as corporate management has been restructured in a
way to allow flexibility in dealing with CSR issues while taking into
account the views of others.

In the course of the group-wide expansion, | would like to use
the concept of a "grain of wheat" as an example in order to
explain my views on how CSR should be conducted in the future.
Even where only one grain of wheat existed at first, a wheat field

has appeared and gradually expanded its reach, like a small piece
of grain in Mesopotamia fount its way to the West and then to
Egypt, and gradually took root around the world. This is how the
Citizen Group should implement CSR and facilitate building our
awareness and our commitment across the group. Irrespective of
race and culture, we are all the same after all, and should have
pride as a member of the Citizen Group in order to further
improve CSR.

A sense of fulfillment in
achieving dreams leads to a
willingness to do more

In fiscal 2006, the fourth year since the start of the active
promotion of CSR, it is my sincere hope that each employee
makes genuine efforts to bring his/her own goals to reality.
Although the Citizen Group has achieved its long-standing history
based on "Watchmakers DNA" and continues to have it as the
basis of our future corporate activities, my expectation is that
employees should take a more proactive stance: proclaiming
goals is a first step towards achieving them, and gaining a sense
of fulfilment.

It was my message "From Dreams to Reality" expressed in the
CSR Report 2005 that before making any complaints about the
gap that exists between present performance and the goals, one
should make progress, albeit it might be only a few steps forward.
The message | would like to send across the group this time is
that "one should gain enjoyment in achieving dreams".

It should be remembered, however, that achieving goals entails
challenges to be overcome and these lie ahead of each
employee. Yet, it is also true that those challenges "do not" exist
unless one acknowledges that they are there. One should then
make efforts to recognize and deal with issues on our own,
instead of being given instructions by others on what to do. This
self-promoting stance is an indispensable ingredient in achieving
goals. The same can be applied to the corporate entities in order
to achieve long-term development.

@ Basic Principles
and Management Policies

Improvel
Business Value

Citizen Co
Strives to be Respected
by the Citizens of the World



promotion of CSR.

As a company with abilities to
create high value to achieve
sustainability

Sustainability is the key to corporate survival. If one is to establish
the corporate management necessary to achieve sustainability,
those involved need to take actions accordingly. In other words,
one should take heed to what kind of products should be
produced, how and where they should be sold, and who the
customers are, while avoiding any wrongdoing.

To put in place such corporate management, Citizen is aiming
to be a company with abilities to create high value. Profits are
then managed to achieve the dreams to the future along with
corporate principles, CSR and trust. Citizen intends to be a
corporation that serves as a bridge that connects dreams from
persons to persons, to the future.

We have the CSR Report 2006 completed here that reports
CSR initiatives taken in fiscal 2005. | hope that you find interest in
the report in reading where a positive feeling of employees
attempting to achieve their own goals is described. | appreciate
your continued understanding and strong support, as we
continue our active work on CSR.

President and CEO, Citizen Watch Co., Ltd.
Makoto Umehara
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Special
Feature 1

Together with
C itize [} For the citizen

Special Feature 1

The “watchmaker’s DNA” and “precision and technology nurtured in
the micro environments” can be found everywhere. Through the
manufacturing of products that reflect various social needs related to
the environment, information technology, and aging population, Citizen

aims to contribute to the social well-being.

CMOS Camera Module

With the use of the CMOS camera sensor,
big cost savings can be achieved along with
reduced power consumption for mobile
phones and other mobile equipment
(approximately 1/10 relative to traditional
models when piezoelectric motor is used).

Chip LED Lamp

Production costs can be reduced thanks to
the chip LED lamps that enable automatic
mounting on all types of SMD (surface-
mounted devices).

Super-high luminance White LED
Light Source

The super-high luminance white LED offers
two lighting modes: pulse lighting for still
pictures and continuous lighting for motion
pictures, and it enables mobile phones with
built-in digital cameras to take shots in low
right conditions.

High Brightness White LED
for Color LCD

Super-high luminance and uniform white
light enables clearer display of images and
text. The high rightness white chip LED
boasts its world class slimness and
brightness.

Pastel Color Chip LEDs

The pastel color chip LED is the world’s first
pastel color light-emitting LED that enables
high luminance with a low electric current. It
has enhanced the attractiveness of electrical
devices.

Backlight Unit for LCDs

The importance of the LED backlight unit
has been increasing as a key part of mobile
phones and digital cameras. It combines the
highest brightness and thinnest dimensions
in the industry.

Ultraminiature Tactile Switches

By integrating a switch and a LED into a
single package, the ultraminiature tactile
switches make it possible to cut the total
number of parts, increase the manufacturing
speed, and achieve significant cost
reductions.

Ultraminiature Microphones

The ultraminiature microphones are used as
micro sound generators for high-tech
devices such as mobile phones. They are
small-sized, light-weighted and suitable for
use in a wide range of applications, and can
be characterized by their abilities to produce
high sound pressure with a small electronic
sound.
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Infrared Data Communication Modules

The infrared data communication modules
are high-sensitivity sensor that use infrared
receiving and light-emitting elements. They
enable people to get in touch at any time,
anywhere with anyone by connecting IT
devices, contributing to a ubiquitous society.

AO series of Lubricants/AK series of Adhesives

The AO series of lubricants/AK series of
adhesives were developed for compact
precision instruments. While the former can
reduce environmental impacts as they scarcely
change in quality in the course of time, while the
latter contribute to COz reductions as they can
fix in a few seconds.

CertifGate (PC Security)

The system consists of a RF-ID transmitter
contained in a name tag that wirelessly
communicates with each other, and
employees wearing the name tag can lock
their computers automatically as soon as
they leave their desks, preventing
information leakage.

Digital Photo Printer

It is a world-class high-speed digital photo
printer for business use that produces high-
quality pictures. A new standard of quality
has been set which is higher than the silver-
halide picture quality.

Mobile Printer

The mobile receipt printer is only 4 inches
thick. It can print out a receipt, ticket, piece
of paper, and barcode, while providing the
wireless connection and connection to a
mobile phone.



Combustion Pressure
Sensor

The combustion pressure sensor,
placed directly on each cylinder of
the engine, is designed to detect
combustion pressure. By
analyzing combustion conditions,
advanced engine control can be
achieved, reducing exhaust gas
and improving energy efficiency.

its usability.

Displays

saved at the interface.

Polymer Network Liquid Crystals

The polymer network liquid crystals have the
shutter function to raise transmission ratio to
more than 80 percent with an electric
current, and withhold the ratio within a few
percent without it. They are used as a finder
of a single lens reflex camera, and improved

Ferroelectric Micro Liquid

By adopting the three-colored LED, we
managed to improve color reproduction and
reduce electricity consumption associated
with the displays. Also, since they have the
Si-wafer as their base, resources can be

ABS Automotive Components

The ABS automotive components
are the anti-lock braking system
that prevents the tiers from locking
while on a slippery road surface or
braking. It thus contributes to a
safe driving, saving lives of the
people all over the world.

Quartz Gyro-Sensor

The quartz gyro-sensor is a sensor
that detects the rotation of an object.
It is used as a vibration adjustor for
the car navigation system, a control
system of a car, and camera. The
unique non-symmetrical three leg
structure enables miniature-sized
products with little temperature drift
and high-resolution that produces
little noise.

Liquid Crystals for DVD
Optical Pickups

Liquid crystals designed to control laser
beam are used for optical disc devices of
DVD players and personal computer. They
can improve abilities of optical discs to
record the data and interchangeability of
recording discs.

Ultraminiature Glass Wafers
for HDD

The ultraminiature glass wafers for HDD,
recording devices on a glass surface
polished precisely, are contributing to

the enhancing data recording abilities of
mobile phones and portable music players.

Electrical Blood Pressure
Measurement Meters

They are characterized by a big switch and
large liquid crystal display that can be
recognized at first sight even by the elderly.
They can save data on as much as 4
people, and enabled wireless connections
with personal computers.

Electrical Thermometers

The electrical thermometers are equipped
with the estimation function. The flexible tip
can fit easily into the body part, and thus
they can be used with no anxieties at all by a
variety of people including a child and
elderly.

Palm-sized Spoon

Taking into account the needs at nursing
care facilities, we adopted the vertically
positioned protruding grip that can be held
comfortably by those that have disabilities in
upper limb and difficulties moving fingers,
arms, shoulders and elbows.

CNC Automatic Screw
Machines

The CNC automatic screw machines can be
used to process small parts for equipment
including mobile phones that is becoming
smaller and more complex. They can also be
used as an inspection part of a
semiconductor that is used for personal
computers and electric household appliances.

Contact-type Displacement
Sensor

The contact-type displacement sensor is a
measurement system that is incorporated
into measurement inspection devices. It is a
contact-type displacement sensor with
various functions, and contributes to
miniaturization and simplification of other
machinery that it has been incorporated into.
It supports the quality of watches,
automotive parts, audio-visual products, and
the like.

Fruit of efforts to pursue technological innovation,

Radio-Controlled Watches

Citizen is determined to make continuous efforts to enable
technological innovation. These efforts culminated in the
launching of the “radio-controlled watch” that receives time
information signals sent from time broadcasting stations and
operates with a precision of 1 second per 100,000 years. For the
proper functioning of the watch, an antenna that receives time
information signals and circuit to transform them for display are
needed. Yet, first there were many issues to be overcome by
Citizen’s technical capability: the selection of materials for the
antenna, the ways in which coils should be structured, and
improvement of signal processing capabilities of the circuit.

Following continuous employees’ efforts, based on the

watchmaker’s DNA, to pursue the development of products,
however, Citizen managed to become the first watchmaker in
Japan to successfully launch the product in 1993. Since then, the
watches became equipped with the Eco-Drive that does not need
to replace batteries, more compact, and thinner. The world’s first
radio-controlled watches with full metal castings and the radio-
controlled watches for women with the world’s smallest watch
movements were also successfully launched.

The radio-controlled watches are the culmination of Citizen’s
concerted development efforts to pursue better technologies and
beauty, and further attempts will be made to achieve continuous
development of the watches.
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cial Feature 2
CSR Initiatives in CITIZEN MACHINERY & BOLEY bH (CMB), Germany

Assembly Work

Adjustment Work

CMB Management Team

Special

In response to the CSR initiatives taken by Citizen Watch,
CMB formed the management team to make minor
adjustments to the Citizen Code of Conduct so that cultural
and business factors characteristic.of Germany-could be
reflected in it. The CMB version of the Citizen Code of
Conduct was then distributed to all employees to enhance

the level of shared awareness towards CSR.
i’ ® CITIZEN WATCH EUROPE G.M.B.H.
@
CITIZEN WATCH UNITED KINGDOM,LTD. [} CITIZEN SYSTEMS EUROPE GmbH
CITIZEN MACHINERY & BOLEY GmbH

® CITIZEN WATCH ITALY S.PA.

CITIZEN WATGH B CITIZEN WATCH(GHINA) CO.,LTD.
[ 2

REEUGR2A  Following the participation in
Citizen is strongly committed
in a culture and value system

>

CITIZEN PRECISION OF KOREA CO.,LTD.®

CITIZEN MACHINERY CINA CO.,LTD.

@ CITIZEN (SHANGHAI) TRAIDING CO.,LTD.
XUNKE ELECTRONICS LTD.  ®¢_ -E(Sluzhou) LTD.

CITIZEN WATCHES GULF'CO. " \yaH KONG PRECISION(JIANGMEN) LTD. @
e e vs ) (e 66 j SHIANG PAO PRECISION GO, LTD.
[ ]

@

We had ISO9001 certified in 2002, with certification for C-E(HONG KONG)LTD. ooo f\gﬁ%g ¥€§g|’g\rﬁ:g:%RETSDLTD'
1SO14001 granted in 2 ) CITIZEN MACHINERY ASIA CO.,LTD. g . LTD.
2 Oot ?a edl ?%5 ; b W - ROYAL TIME CITI CO.,LTD.® 7L DRINGTON CO..LTD.

S parl 9 social contri ul |9r1 e.lc ivities qr oca Cm.z v O, L D USTRIES LTD.
communities, a number of initiatives were implemented o MOST CROWN INDUSTRIES LTD.
includi fi hios for ed ional . FIRSTCOME ELECTRONICS LTD.
including acceptance of internships for educationa CITIZEN WATCHES (MALAYSIA) SDN.BHD. CITIZEN TOKUHAN(H.K.) CO.,LTD.
purposes, sponsoring of cultural activities, and renting C-E(SINGAPORE)PTE. LTD. GITIZEN DISTRIBUTION(H.K) GOLTD.
machinery to a key university. CITIZEN WATCHES(H.K.) LTD.

In addition to this, in the process of developing factories,
local communities were consulted to better understand our
role and significant contribution. This was achieved through
negotiations with city officials and the local community.

Plans are being made to promote social contributions to
the local City of Esslingen and the State of Baden-

Wirttemberg through activities, like those mentioned above. GITIZEN WATCHES AUSTRALIA PTY LTD.
°

CITIZEN WATCHES

@ sales site
@ Production site

Assembly Work



CSR Initiatives in CITIZEN
WATCH CO. OF America,

INC (COA), the United States

For the COA group with its offices in the United
States, Canada and the United Kingdom,
achieving successful business demands the
recognition of various country-specific factors in
terms of compliance, information management
and fair trade. CSR initiatives that we took
include evaluation of contents of the employee
manual and of a Policy for Ethical Conduct for
employees at the management level, compliance
seminar mainly designed to enhance sales
employees’ awareness towards CSR, monetary
contributions made for the purpose of the relief
efforts in hurricane struck-areas and charity
institutions, and the implementation of the Safety
Committee. These efforts will be continued.

CSR
Committee
Members

COA Employees (at the office in Los Angeles)

the United Nations Global Compact,
to CSR in unique ways where differences
between countries are an important factor.

seas Sites

CHIZENsWATCH:CO. OF CANADA, LTD.

CECOL, INC. ¢ .

CITIZEN WATCH CO. OF AMERICA, INC.  MARUBENI CITIZEN-CINCOM INC.
.0
CITIZEN SYSTEMS AMERICA CORP.

© CITIZEN DE MAXICO S.A. DE C.V.
Office in New Jersey

@ CITIZEN LATINAMERICA CORP.

- =
=" Food donations
X to temple

priests
CITIZEN WATCH DO BRASIL S.A.
°

In carrying out CSR, we are putting particular
emphasis on initiatives such as environmental
conservation, contributions to local communities,
and enhancement of the level of employees’
satisfaction. They include environmental conservation
activities based on the implementation of ISO14001,
regular free donations of food to priests, donations of
desks and chairs to schools, purchasing of
agricultural goods from the poor neighboring
community. Also, as part of the efforts to improve
employees’ awareness towards occupational
hygiene, stressing the importance and development
of health management, we distributed a thermometer
to all employees. Efforts will continue in making CSR
initiatives deeply embedded in the corporate code of
conduct.

°
(N.Z) LTD.

RTC Employees
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