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Sustainability Report 2007 A New Future for People, Society and the Planet

Toyota Motor Corporation (TMC) is pleased to publish the Sustainability Report 2007 — A New Future for People, Society, and the Planet, a report on
our business activities from the perspective of achieving harmonious relationships with society and the earth.

In accordance with the Fourth Toyota Environmental Action Plan, which began in FY2006, the section on environmental aspects is divided into
chapters that address four main topics—energy/global warming, recycling of resources, substances of concern, and atmospheric quality—and
environmental management conducted to promote initiatives in each area. The section on social aspects explains activities undertaken during FY2006
with respect to each category of stakeholder and explains in detail the background, development, history, and approaches to those activities. The report
also incorporates information on best practices by overseas affiliates in both the environmental and social sections as well as the comments and opinions
of various stakeholders. We have also added a page of past initiatives to enhance understanding of Toyota's prior activities.

In order to make further improvements and enhance the quality of future reports, a questionnaire is included at the end of the report. We look forward
to receiving your frank comments and thoughts.

Social Aspects Economic Aspects

Sustainability Report 2007

A New Future for People, Society and the Planet

http://www.toyota.co.jp/SR/en07repo/
Annual Report

http://www.toyota.co.jp/en/ir/library/annual/index.html

1) Period covered:
The period covered in the data is from April 2006 to March 2007, and major developments are described as of June 2007.

2) Scope of report

Environmental Aspects: TMC’s initiatives on an unconsolidated basis, and examples of activities by overseas consolidated
subsidiaries, as well as the progress of consolidated environmental management both in Japan and overseas. —

Social Aspects: TMC’s initiatives on an unconsolidated basis, and examples of activities by overseas consolidated subsidiaries.

Economic Aspects: A summary of the TMC Annual Report.

3) Sustainability Report 2007 Supplement
Toyota Motor Corporation Site Data
Includes detailed information concerning environmental activities http://www.toyota.co.jp/SR/en07plantdata/
at individual plants and other sites.

Reports by Overseas Affiliates

With the publication of a report by Brazil in 2006, twelve countries and regions, including Japan, now publish local environmental reports. The regions
in which reports are issued account for about 86% of Toyota vehicles sold throughout the world.

North America Taiwan Australia Europe
Canada

Argentina South Africa The Philippines New Zealand Brazil

Please see P. 88 for URLs of overseas reports

Cover: Cumulative worldwide sales of Toyota hybrid vehicles between December 1997 and the end of May 2007, including the Prius, the world’s first
mass-produced hybrid passenger car, topped one million units.
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Toyota Motor Corporation will celebrate the 70th anniversary of its
establishment in November of this year. | would like to take this
opportunity to express my sincere thanks to our various stakeholders
around the world, including customers and business partners, for their
longstanding support. | do not believe, however, that Toyota’s continued
existence is guaranteed. Corporations are not permanent entities, and
only those businesses that can accurately anticipate changes in the
business environment and respond appropriately will survive.

One of the greatest changes in the business environment in recent
years is the heightened expectations towards corporate social
responsibility resulting from global environmental issues. Awareness
is rising concerning such issues as global warming, resource
depletion, and atmospheric pollution, and there are strong demands
for businesses to develop harmonious relationships with society and
the global environment. As such, achieving harmony with society and
the environment is also a top priority for automakers, leading the various automakers to become engaged in fierce
competition with a focus on the development of environmental technologies.

Since its foundation, Toyota has conducted business with “contributing to the development of a prosperous
society through the manufacture of automobiles” as a guiding principle. When | became president two years ago, |
called on all employees to work with me in returning to our origins and asking earnestly whether Toyota is truly
contributing to society and whether we are doing everything we should be doing. On the occasion of Toyota’s 70th
anniversary, we will reinforce our measures designed to return to our core principle, which is to “repay the earth
and society through technological innovation (and contribute to enhancing the quality of life everywhere).”

The main concept of these measures is achieving sustainability in three areas—research and development,
production, and social contribution.

First, based on the conviction that the automobile has no future without responses to environmental, energy,
and safety issues, we will enhance our measures regarding technology development to achieve a motorized
society that is in harmony with the environment, that is, to achieve “sustainable mobility.”

Next, in the area of production, Toyota has begun a “sustainable plant initiative” aiming to create plants that
both make use of nature yet exist in harmony with the natural environment.

Third, in order to contribute to a prosperous society, we will implement social contribution activities to develop the skills
of personnel and create systems that will firmly take root in society, based on the concept of “activities contributing to
sustainable development of people and society.”

For future success as a company, and to be able to contribute to a prosperous society, we must realize stable and
sustainable growth over the long-term. | have consistently impressed upon everyone at Toyota that without quality
improvement there cannot be growth. Contributing to society and the global environment through manufacturing requires
strengthening our overall performance levels, including the development of human resources that support initiatives in the
areas of quality, production cost, safety, and the environment. We will continue to solidify our position while reinforcing
our foundation for long-term, stable growth.

We will undertake these activities while asking ourselves and honestly answering whether Toyota is truly contributing
positively to society and the global environment. As always, in this matter | look forward to your continued support.

August 2007

Katsuaki Watanabe
President, Toyota Motor Corporation
Chairman, Toyota Environment Committee




The Sustainability Report 2007 describes
the main activities carried out by Toyota
in FY2006 in the areas of the environ-
ment and corporate social responsibility
(CSR). Concerning our corporate principles,
the report sets forth the fundamental
concepts that guide our CSR activities and
corporate governance.

With regard to environmental aspects, we
started implementation of the Fourth Toyota
Environmental Action Plan, which adopts as
its main themes energy and global warming,
recycling of resources, substances of concern,
and atmospheric quality.

With respect to social activities, we are
conducting Customer First (CF) activities with a focus on quality, implementing human resource
development, strengthening respect for diversity among employees, carrying out CSR activities in
collaboration with business partners, and undertaking safety measures based on the Integrated
Safety Management Concept. Our social contribution activities focus on the areas of the
environment, traffic safety and education.

By issuing the “Sustainability Report 2007—Towards a New Future for People, Society, and the
Planet,” we hope to increase understanding of Toyota’s activities while expressing our desire to
achieve harmony with society and the global environment.

I look forward to receiving your honest comments and opinions.

August 2007

Mitsuo Kinoshita

Executive Vice President

Member of the Board in charge of
CSR & Environmental Affairs

Fltsuno Einod AR



Corporate Philosophy

Seeking Harmony between People, Society
and the Global Environment, and Sustainable
Development of Society

Since its foundation, Toyota has continuously strived to contribute to the sustainable development of society through the
manufacturing and provision of products and services that lead the times. The foundations of these endeavors are the Guiding
Principles at Toyota and an explanation paper entitled Contribution towards Sustainable Development that interprets the
Guiding Principles at Toyota. TMC established the dedicated CSR Department within the CSR & Environmental Affairs Division
in January 2007 as a specialized organization for promoting corporate social responsibility (CSR) activities, and is continuing its
efforts to be a company with vitality and dignity that is trusted around the world.

The Guiding Principles at Toyota (adopted in 1992 and
revised in 1997) reflect the kind of company that Toyota seeks to
be in light of the unique management philosophy, values, and
methods that it has embraced since its foundation. TMC,
together with its consolidated subsidiaries, hopes to contribute
to sustainable development through its corporate activities
based on understanding and sharing of the Guiding Principles
at Toyota.

In January 2005, Toyota adopted and announced the
Contribution towards Sustainable Development, to explain in
greater detail the Guiding Principles at Toyota. This statement
is intended to clarify Toyota’s basic policies on social
contribution activities to all internal and external stakeholders.
TMC has shared the statement with its consolidated
subsidiaries and will take relevant action.

(Adopted January 1992, revised April 1997)

1. Honor the language and spirit of the law of every nation and
undertake open and fair corporate activities to be a good
corporate citizen of the world

2. Respect the culture and customs of every nation and
contribute to economic and social development through
corporate activities in the communities

3. Dedicate ourselves to providing clean and safe products
and to enhancing the quality of life everywhere through all
our activities

Overview of the Contribution towards Sustainable Development

4. Create and develop advanced technologies and provide
outstanding products and services that fulfill the needs of
customers worldwide

5. Foster a corporate culture that enhances individual
creativity and teamwork value, while honoring mutual trust
and respect between labor and management

6. Pursue growth in harmony with the global community
through innovative management

7. Work with business partners in research and creation to
achieve stable, long-term growth and mutual benefits, while
keeping ourselves open to new partnerships

Ensure compliance with local, national and international laws and regulations, conduct business operations with honesty and integrity,

Preamblg based on open and fair communication
S EieS Customer First policy, provision of innovative, safe and outstanding high quality products and services, protection of personal
information of customers
Respect and honor human rights, support equal employment opportunities and diversity, eliminate discrimination, do not use or tolerate
Employees any form of forced or child labor, provide fair working conditions, maintain a safe and healthy working environment, enhance

communication and dialogue with employees, build relations based on mutual trust and responsibility

Business Partners

Work to realize mutual growth based on mutual trust, an open door policy and fair and free competition

Shareholders

Enhance corporate value while achieving stable and long-term growth

Environment

Achieve growth that is in harmony with the environment throughout all areas of business activities, develop, establish and promote
technologies enabling the environment and economy to coexist harmoniously

Global Society/

Y/ Community
Local Communities

Engage in activities based on the philosophy of “respect for people” by honoring the culture, customs, history and laws of each country,
do not tolerate bribery of or by any business partner, government agency or public authority, achieve sustainable mobility

Philanthropy

the enrichment of society

Promote and engage, both individually and with partners, in philanthropic activities that help strengthen communities and contribute to
















Energy/Global Warming

O ELTRETTSH3 Reduce CO:2 emissions in the logistics activities of each country and region

FY2006 CO:2 emissions reduction goal in the logistics area
* Reduce CO2 emissions volume per year to 485,000 tons
or less

In FY2006, increases in production at distant plants (in
Kyushu and Tohoku) would have increased Toyota’s total CO2
emissions by 21% from the previous year to 501,000 tons.
However, by implementing various measures, including the shift
to a mode of transport with low CO2 emissions per unit such as
trains and large ships, a reduction in the total distance driven,
and fuel efficiency improvements made in cooperation with
transport companies, Toyota was able to restrict this increase by
38,000 tons. As a result, total CO2 emissions from logistics
activities in FY2006 were 463,000 tons, an increase of only
12% from FY2005.

CO02 Emissions Volumes in Logistics (Japan)
(Thousand tons)

Reduction
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Results of CO2 Emissions Reduction Activities
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Since FY2004, Toyota has been promoting the creation of
structures to calculate and determine CO2 emissions volumes
at overseas affiliates. Measures have almost completely been
implemented in Europe and the U.S., and data is currently being
verified. In FY2006, creation of similar structures in South
America and China was begun.

In FY2007, plans call for expansion to other parts of Asia,
Australia, and the Middle East. Toyota will analyze results, set
goals and implement reduction initiatives on a global scale.
Plans are also in place to gain a clearer understanding of CO2
emissions from open-sea marine transport.

( Topic X Product ) ( Details ) ( Reduction in COz)

Shift to a mode of « Switched to railway transport for shipping production parts to the Iwate Plant of 2,600 tons/year

N Modal shift Production parts Kanto Auto Works

tracnosnggimitrlznlow « Switched to marine transport for shipping engines to Toyota Motor Kyushu, Inc. 3,000 tons/year
pegunt Use of large ships I Completed vehicles ] [ « Began using large, high-efficiency ships on the Kyushu and Tohoku routes ]:"> [ 12,500 tons/year ]
Production parts ] [ « Switched the unloading port (from Hakata Port to Shin-Moji Port) for the Kyushu route > [ 1,200 tons/year ]

Reduction of Reassessment of « Reduced the number of ships used by utilizing large ships and through effective use of space 7,900 tons/year

total transportation | routes/Improvements Completed vehicles on ships carrying parts
distance in loading rate « Reduced the number of ships used by changing the Hokkaido route to include stops at Tohoku 1,300 tons/year
9 « Integrated Toyota Hokkaido Parts Distributor Co., Ltd. head office warehouses

Service parts } { (Sapporo warehouse and Tomakomai warehouse) ]J:l\> { 200itons/year }

Improvements in fuel efficiency Production parts/Completed vehicles/Service parts || * Further promoted Eco Driving through driver education, etc. 5,000 tons/year

fy

[ Other ]:(> [ 4,700 tons/year ]
[ Total reduction in CO2emissions I ]

Modal Shift — Toyota Long Pass Express Railway Service for Delivering Parts to Distant Plants

In an effort to reduce its CO2 emissions from logistics operations through a
modal shift, in November 2006 Toyota began operating a dedicated railway
service, in cooperation with Toyota Transportation Co., Ltd., Nippon Express, and
Japan Freight Railway Company. This service, being operated under the name
Toyota Long Pass Express, is used to ship certain production parts to the lwate
Plant of Kanto Auto Works, Ltd. Using this railway service is expected to reduce
total CO2 emissions by approximately 7,000 tons/year compared to truck

transport. (The reduction in FY2006 was 2,600 tons.)

Service points: Nagoya South Cargo Station - Morioka Terminal Station

(approximately 900km)

Operation: 244 days a year, in sync with the plant’s operating schedule

Number of services: 1 round trip a day;
Transported volume: Forty 31-foot containers a day




Examples of Overseas Initiatives

Toyota Motor Thailand (TMT) is participating in a
national biodiesel development project that started in
April 2006 following a call from His Majesty the King of
Thailand to TMC Honorary Chairman Shoichiro Toyoda.
The project is expected to contribute to reducing
Thailand’s dependence on petroleum products, the
development of agriculture, and creating jobs. TMT and
the Toyota Technical Center Asia Pacific (currently
Toyota Motor Asia Pacific Engineering & Manufacturing)
conducted experiments with PTT Public Company
Limited, Thailand’s national petroleum company, and
Kasetsart University to create biodiesel fuel from the
fruit of the jatropha plant, a crop that can be grown even
on barren land.

Total investment in the three-year project will be 33

Toyota Motor Manufacturing UK (TMUK) is aware of the
impact on climate change of its production activities and sets
challenging targets in its five year Environmental Action
Plan. In 2005 TMUK was presented with a “business as
usual” reduction target of 15% under the UK National
Allocation Plan as part of the European Emissions
Trading Scheme, even though production volume
was increasing.

TMUK had already reduced its energy consumption
per unit of production by over 70% since the start of
operations. Reducing energy usage further was a strong
challenge, so TMUK engaged its entire workforce to
implement additional energy management measures in
order to meet the target without purchasing CO:2
allowances. At the Burnaston Plant, initiatives such as
refining start-up schedules of certain equipment to
establish minimum warm-up times, and reducing steam

Global Production Environment Data

Toyota has set the goal of reducing global Toyota
CO2 emissions per sales unit by 20% compared to
FY2001 by FY2010, and consolidated affiliates in Japan
and overseas are implementing measures to reduce
consumption of electricity, gas, fuel and other forms of
energy. As a result, CO2 emissions per sales unit have
reduced significantly.

million baht (approximately 120 million yen). The project
will research jatropha varieties suitable for the Thai
climate, production methods, and oil extraction methods
and will investigate biodiesel production techniques,
compatibility with engines and fuel supply systems,
durability, emissions, and
cost effectiveness in
pursuit of the King’s
request for the efficient
use of alternative fuels.

PO
==

Signing ceremony to mark
the start of the project

pressure to the minimum required for each season,
contributed to the improved energy efficiency and a
reduction in CO2 emissions amounting to a 21% saving,
exceeding the set target. Facilities Senior Manager,
Dave Chapman, comments “Our success in our
continued energy reduction since the start of production is
due to the involvement of all
our team members and their
dedication in doing a good job
on behalf of the environment,
but we realize that we can make
a further contribution in reducing
our environmental impact”

TMUK members inspect boilers

€02 Emissions Volumes

- Per sales unit  —~O— Emissions per sales unit
Il\oﬁii?\‘iocr?fo%?)lssmns (Tons/billion yen)
- 6.79 . = _ ustralia, the Middle East,
; 6.88 112 500 © I Australa, the Middle E
O South Africa, South
6-— America, China,
5 8 ] - —400 and the rest of Asia
© I Europe
4- —300
3= (5] @[] North America

—200

—100
o, OEEG
01 04 ‘05 06 (FY)

Note 1: Includes 116 companies including TMC and consolidated companies in Japan and overseas
Japan: Consolidated subsidiaries listed in Groups 1~5 on P. 49 (excluding Toyota Tsusho and Panasonic EV Energy)

Overseas: Production companies and production/sales companies listed on P. 30 (excluding TMMTX (US) and TMMR (Russia)

Note 2: TMC sub-subsidiaries as of FY2001 have been included
(For those companies that FY2001 data could not be determined, the oldest subsequent data is used)
Note 3: Affiliates in China have been included since FY2006

© [ Japan (excluding TMC)
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Energy/Global Warming

Examples of Overseas Initiatives

Hotai Motor Co., Ltd. (Hotai) has been making
improvements to its logistics systems since 2004 to improve
transportation efficiency, reduce the environmental impact
of logistics activities, and cut costs by increasing utilization
of delivery truck return trips. The first improvements were
made in eastern Taiwan by contracting delivery trucks to
deliver parts from parts manufacturers (suppliers) to
plants and logistics centers on their return trips. As a
result, loading efficiency at the time of delivery was
increased from 75% to 90% and that on return was
raised from 15% to 95%, producing a 43% reduction in
fuel use. In addition, parts manufacturers enjoyed a
30% reduction in shipping costs, and Hotai was not only
able to reduce costs, but also able to generate income
from transportation.

New United Motors Manufacturing (NUMMI), which
is located in California, promotes carpooling, the
shared use of a car or van by several employees.
Carpooling contributes to reducing the number of
commuting vehicles, which leads to reduction of CO2
emissions and mitigates traffic jams. Mr. Titus Turner,
an Assembly Conveyance team member, comments
on one of the merits of carpooling, “It's a good way to
conserve energy.” It is good for employee pockets as
well because when one team member shares a
vehicle with other commuters, everyone shares the
fuel and toll costs. Also, as they take turns sharing

The special fair held to promote carpooling

Hotai has successfully collaborated with numerous
suppliers in making efforts to reduce costs through
improved routes.

[

Utilizing truck return trips
in cooperation with suppliers

their vehicles and driving with others, carpooling
reduces the stress of driving.

In order to promote carpooling, NUMMI holds
a special fair for all employees, suppliers, and contractors.
At the fair, NUMMI introduces how to start carpooling
and how one can contribute to the society by using it.
Representatives from local carpooling organizations
or NGOs participate in the fair to provide information.
In 2006, about 2000 people visited the fair.

Carpooling by employees



Recycling of Resources

Full Utilization of Valuable
Resources toward Building a

Recycling-based Society

The world is facing a large number of serious issues. For example, global population increase and the rapid economic
growth of developing nations are leading to greater consumption of metals and other resources. In many countries, including in
developing nations, water shortage is also becoming a concern. Additionally, the amount of available landfill space is shrinking
and illegal dumping and trans-boundary movement of hazardous waste is increasing.

In order to help build a recycling-based society and improve resource productivity, Toyota is promoting the effective utilization
of resources, reducing water consumption, and encouraging the development and increased use of designs for recycling (DfR)

in vehicles.

Production and Logistics Promote the effective use of resources to further contribute to the realization of a recycling-based society

ECLTHTIEN RIS Reduce TMC water consumption

M Further promote and expand the use of designs based on the designs for recycling concept

M Steadily implement recycling systems in Japan and Europe

Production and Logistics TMC |r_1|t|at|ves to prpmote the effective use of resources to further contribute to the realization of a
recycling-based society

FY2006 Production Area Goals

* Reduction of the volume of waste not processed within Toyota
to 515,000 tons or less

* Maintain zero landfill waste

In addition to achieving zero landfill waste, Toyota has set
reducing the volume of combustible waste generated as one of its
goals and has made steady progress in this area. To further
promote effective resource utilization toward building a recycling-
based society, however, it is essential to reduce overall resource
loss' from the perspective of improving resource productivity,
including enhanced money-back recycling and reuse within the
company. To achieve this, beginning in FY2006, Toyota set goals
to reduce the volume of waste not processed within the company,2
(including that for money-back recycling) and implemented various
measures such as improving yields and reducing material loss
caused by defects, using net-shaping technologies to reduce the
amount of machining necessary, and carrying out merging and
discontinuance of processes.® As a result, the volume of waste not
processed within Toyota was reduced to 524,000 tons* in FY2006,
significantly reducing the volume discharged per unit of sales.

1. Resource loss: Volume of waste reused within the company + volume not
processed within Toyota

2. Volume of waste not processed within Toyota: Please refer to the diagram “Flow of
Resources” on the right

3. Merging and discontinuance of processes: Consolidation of production lines to
enhance operational efficiency

4. Includes figures for non-production bases

Flow of Resources

Reused within Reuse within the company
the company |  Reuse within each process

) }] }] ) Products

m » Money back recycling®

Waste not processed < Recycling for a fee6
within Toyota K
Combustible waste

Resources input

5. Money-back recycling: Waste that is sold to be recycled
6. Recycling for a fee: Waste that is recycled for a fee

Total Volume of Waste not Processed within TMC and Volume per Sales Unit
Volume of waste not processed at TMC

(Thousand tons) Per sales unit (Tons/Billion yen)
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Recycling of Resources

Toyota achieved near zero landfill waste' at its production
plants in December 2000 and at its non-production bases
(offices and other areas) in December 2003, and continued to
maintain this goal in FY2006. In addition, in order to reduce the
final landfill volume to as close to zero as possible, Toyota
promoted efforts to recycle the entire volume of fly ash
generated by its incineration furnace as a raw material for
cement manufacturing, instead of sending it to a landfill. Toyota
also began evaluating methods for recycling the small quantities
of difficult-to-process waste currently being sent directly to
landfills. For example, automobile glass, insulation materials,
and metal-plastic composites could all be gasified and melted
for use as roadbed materials, while glass and ceramic scraps
could be used as raw materials for cement.

As a result, with respect to all waste that is disposed of,
Toyota has been maintaining zero landfill waste? since April
2007, excluding the volume of fly ash generated at incineration
furnaces outside the company and waste sent to landfills at
some testing facilities.

1. Near zero landfill waste:
FY2000 to FY2004: A reduction in direct landfill waste to less than 5% of
the FY1995 level
Since FY2005: A reduction in direct landfill waste to less than 1% of the
FY1995 level

2. Zero landfill waste: Complete elimination of landfill waste (since April 2007)

ORI EN TR Reduce TMC water consumption

TMC Water Consumption
(Million m3)  —O—Water consumption/vehicle  [__] Total water consumption ~ (mévehicle)
20- (vehicle assembly plants) (company-wide) -6
B 18.0
18 o 162 ML 168 162 -5
i 50 | T~
14- Po—Fr06—+—1 -4
12- 44 40 62 ai
10- -3
-
6- 2
i -1
2,
0 0
02 ‘03 ‘04 ‘05 06 (FY)

Note 1: Water consumption includes the volume consumed at automobile production plants, housing works
and non-production divisions
Note 2: Water consumption/vehicle indicates the consumption per unit produced at vehicle assembly plants

In November 2006, the Third Sino-Japanese Environmental
Management Seminar was held at Sichuan University in China
by TMC, SFTM, TTCC, Tsinghua University, and Sichuan
University under the theme of “Water and the Environment”
The principal purpose of the seminar was to discuss the
possibility of technology transfer to China with respect to water
and the environment, a leading environmental theme in China,
and the contribution this
could make to Chinese society, “ MR LR U E G
as well as to wastewater =il |
treatment and water conservation il
by SFTM. An environmental
officer from SFTM commented
that, “We have been encouraged
to promote Toyota’s water
conservation initiatives by the
praise of local university lecturers
regarding the effectiveness of
the initiatives.”

The Third Sino-Japanese
Environmental Management Seminar

FY2006 Goals in Logistics
* Reduce usage of packaging and wrapping materials to 51,400
tons or less

In FY2006, Toyota further expanded the use of returnable
containers and changed wrapping specifications. As a result,
the total usage volume of packaging and wrapping materials
was 49,000 tons, a reduction of 3,000 tons.

To reduce usage volumes at overseas affiliates too, in
FY2006 Toyota began preparations to determine usage volumes
and will start collecting data in FY2007.

Usage of Packaging and Wrapping Materials by TMC (Japan)

(Thousand tons)

100—
88.5
80—
60—
483 494 M98 Goal514
49.0
40—
20—
0 (( . . .
, )) \ , ) )
95 03 04 05 06 (FY)

Results of Activities to Reduce Packaging and Wrapping Materials

(_mopic ) Produet ) ( Details D Reduction )

« Expanded use of returnable plastic boxes 300 tons/year
« Change in packaging formats and material 200 tons/year

Increasing the | Production parts
use of returnable
containers, change
of specifications,

efc. Service parts

700 tons/year

« Change of wrapping specifications 1,800 tons/year

< Expanded use of returnable steel boxes F>

Total reduction ‘ ‘ ’

Expanding the Use of Returnable
Containers

In the area of service parts logistics, Toyota initiated the
use of returnable containers for shipments to North America
in FY1996, expanded their use to Europe in FY2000, and
then for shipments to Australia in FY2006. By changing
from corrugated cardboard boxes to returnable steel
containers Toyota reduced the usage volume of packaging
materials by 700 tons in FY2006. As a result of action
implemented this far, the usage rate of returnable
containers has reached 32%.

Before After
Corrugated cardboard box Returnable steel containers



m Further promote and expand the use of designs based on the designs for recycling concept

Toyota incorporated the Easy to Dismantle Mark, which
indicates efficient dismantling points, and easy-to-dismantle
designs for plastic parts first into the Raum (launched in May
2003) and into all vehicle series launched since then (six
vehicle series that were new or underwent complete redesign in
FY2006). In the Lexus LS460 launched in FY2006, the plastic
part of the spare tire carrier and bolt were made so that the
plastic can be easily separated from the steel during recycling.
Additionally, a hexagonal protrusion was added to the carrier so
that it can be more easily removed using a power tool.

After Before

™

Spare tire carrier

At the Automobile Recycle Technical Center established
inside Toyota Metal, Toyota has been promoting research on
designs for recycling, and tools that simplify the dismantling
process. In FY2006, Toyota made improvements to the wire
harness removal tool. Modifications were made to the part of
the tool that wraps a chain around the wire harness to ensure
that the wire harness does not slip during removal. The new
tool reduces removal time by 41% compared to the previous
one that used a special hook.

Information on dismantling tools developed by Toyota is disclosed on Toyota’s website

http://www.toyota.co.jp/en/environment/recycle/scrap/index.html

m Steadily implement recycling systems in Japan and Europe

As part of its efforts to disseminate information to
dismantling companies, continuing from the previous year the
Automobile Recycle Technical Center held two study meetings
in February 2007 on methods to recover copper from end-of-life
vehicles, which is essential to complete resource recovery.'
Employees from a large number of dismantling companies
attended each meeting. The Center has created a manual for
dismantling companies, in which information on minivan
dismantling techniques was recently added. Based on this
manual, effective methods of removing wiring harnesses, wiper
motors, power seat motors, door motors etc., were
demonstrated at the study meetings.

1. Complete resource recovery:
Process in which dismantling
companies perform precise
dismantling operations for
removing wiring harnesses,
motors, and other copper parts
to prepare end-of-life vehicles to
be fed into an electric furnace or
converter to be processed into
raw steel. Complete removal of
all copper impurities in advance
is the key to ensuring the quality
of the steel.

Front wiper motor removal demonstration

Information on dismantling technologies is also explained on Toyota’s website

http://www.toyota.co.jp/jp/environment/recycle/scrap/efficiency/01.html

Toyota used Toyota Eco-Plastic, derived from sugar cane, in
the Raum that was launched in May 2003. Toyota also initiated
the use of kenaf fibers in the Corolla and Celsior launched in
2000, and in 2006 expanded its usage to the package tray and
door trim of the Lexus LS460 and the package tray trim of the
Corolla Axio. Toyota adopts recycled materials made from
discarded bumpers in the engine undercover and other vehicle
parts. In the instrument panel of the Corolla Axio and Corolla
Fielder, Toyota uses insulation material recycled from discarded
PET bottles. Toyota also continues to use Toyota Super Olefin
Polymer (TSOP), a thermoplastic material with excellent
recyclability, in the bumpers
and cowl louvers, and
Thermo Plastic Olefin (TPO)
in the door glass run and rear
window molding of all new
vehicle models and models
that have been redesigned.

Kenaf used in the LS460
Kenaf (surface made of TPO)

TSOP (surface made of TPO)

In response to the Law Concerning Recycling Measures
for End-of-life Vehicles (Automobile Recycling Law) that went
into effect in Japan in January 2005, Toyota has created
systems to ensure the proper collection, recycling/recovery and
treatment of airbags, ASR? and CFCs/HFCs, generated from
ELVs. Working with dismantling and recycling companies to
reliably recycle/recover and treat these three items, in FY2006,
Toyota achieved an ASR recycling/recovery rate of 66%,
equivalent to a vehicle recycling/recovery rate® of 94%.

2. ASR (Automobile Shredder Residue): Non-metallic waste from shredded
end-of-life vehicles

Recycling/Recovery of the Three Specified ltems (FY2006 results)

Results Results
No. of vehicles collected for ASR 957,000 X -
= = Funds paid from JARC* | 8,092 million yen
No. of vehicles collected for airbag recovery 186,000
No. of vehicles collected for CFC/HFC recovei 713,000 i -
| recovay and toament | 8434 miion yen
Recycling/ ASR 66%

recovery rate Airbags 94% Balance
*Japan Automobile Recycling Promotion Center

-342 million yen

3. Vehicle recycling/recovery rate: Calculated as the approximate 83% recycling
rate of materials recovered from the dismantling and shredding processes (as
per joint meeting documentation, May 2003), plus a 66% ASR recycling/recovery
rate of the 17% ASR remaining after recycling of materials recovered from the
dismantling and shredding processes [83 + (66 / 100 x 17) = 94]
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Recycling of Resources

Automobile recycling laws have been enacted in many other
countries as well. For example, in Europe, all EU member
states enacted such laws based on the EU ELV Directive 2000.
Automakers have built specific networks, and beginning in
January 2007 started to take-back all ELVs, excluding in a few
member states.

In cooperation with TME and distributors in various
countries, Toyota in FY2006 completed the building of its
networks in 22 EU member states, and will proceed to build
networks in the remaining five member states in accordance
with the respective government rules and regulations.

In China, an automobile recycling law was promulgated
in February 2006, and is to be enacted by 2010. Toyota
participates in deliberative council meetings and, based on its
experience in Japan and Europe, is helping build an effective
recycling system that will be appropriate for China.

Toyota, together with Toyota Metal Co., Ltd., promoted the
development of ASR recycling/recovery' technologies at the ASR
Recycling Plant, the world's first mass-production recycling plant
built in 1998 with a recycling capacity of approximately 15,000
ELVs per month. This ASR Recycling Plant recycles the
insulating material RSPP? copper, and glass, and sorts resins
and rubber. In FY2006, 5,833 tons of resins and rubber were
sorted and used as an alternative to kerosene fuel.

To further advance ASR recycling/recovery technologies, the
plant has been working on expanding the use of ASR as a fuel in
electricity generating furnaces, and in January 2007 began
verification testing of a method to sort resin from ASR.

1. ASR recycling/recovery: Refers to material recycling and thermal recovery of ASR
2. RSPP: Recycled Sound-Proofing Products

ASR Recycling Plant

% Rotary sieve
m Crushing

Pneumatic
sorting

Note: Equipment for verification testing of technologies to sort resin from ASR

Usage Volume of RSPP Materials (Urethane and Fibers)

Usage volume of RSPP No. of vehicles that use RSPP
(Tons) 101 (Million units)
3,000 - ( 1.85 -20

2,683
2,585 L2220
2,490 2,420
Lo ? 2,342
2,000 - 1.52 1.58
1.30
-1.0
1,000 -
-05
0
02 03 04 05 06 (FY)

Supplies of used and rebuilt parts

In FY2006, 72,000 used parts and 31,000 rebuilt parts were
sold at dealers and parts distributors in Japan. To further
promote the use of used and rebuilt parts, Toyota also
conducted market surveys, created response policies and
distributed them to dealers and parts distributors.

Supplies of Rebuilt Parts

Rebuilt parts Number supplied
Automatic transmissions 10,678  (202)
Power steerings 17,158 (9,116)
Torque converters 3,581 (3,565)

() indicates supply of new parts

Promoting the Collection and Recycling of End-of-life Parts
Parts distributors and dealers nationwide collected end-of-
life parts, and the number of end-of-life bumpers collected and
recycled increased to 905,000 units. The number of lead
balance weights collected and recycled also increased to 81
tons (from 68 tons in FY2005). 54.9% of all oil supplied to parts
distributors in FY2006 was through the bulk supply® system.
3. Bulk supply:
A tanker truck transports the motor oil to dealers, who then store it in tanks. This
helps reduce the number of drums used.

Number of Bumpers Collected
(Thousand units)

1,000~ 905
808 898
800~ 717 m

600 -
400 -
200 -

0 02 ‘03 '04 ‘05 ’06 (FY)

Since 1998, in connection with the launch of the Prius Hybrid
in December 1997, Toyota and Panasonic EV Energy have
worked together to create a nationwide collection and recycling
system for hybrid batteries.

In FY2006, 489 battery packs were collected and recycled.
Although the number of hybrid ELVs is currently very small, this
number is expected to grow considerably in the future. In order
to thoroughly implement the collection and recycling system,
in March 2007 the revised version of the Hybrid Battery
Unit Collection and Recycling Manual was distributed to
approximately 6,200 dismantling companies nationwide.
Relevant information was also updated on Toyota’s website.

http://www.toyota.co.jp/jp/environment/recycle/law/recycle_fee/battery.html
(Japanese only)

Hybrid Vehicle Battery Collection and Recycling Flow
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Examples of Overseas Initiatives

Toyota Motor Manufacturing (UK) (TMUK) became the
first car manufacturing plant in the UK to achieve zero
waste to landfill in FY2003. The five year goal set in 2001
was met two years ahead of schedule. To reduce waste,
production teams identified all waste streams and
ensured segregation at the source. In the assembly
department, for example, it was found that of 244 different
parts, 211 could be recycled,

30 eliminated at the source, F
and three incinerated for { 3
energy recovery. :

In recognition of these efforts,
TMUK won a Business in
the Community (BITC) ‘Big
Tick’ award in 2004 and 2005.
In 2006 TMUK also won a
Premier Business Commitment
to the Environment (BCE)
Award. The BCE awards are regarded as a top accolade
among environmental awards in UK.

Project team that received
the Premier BCE award

Toyota Motor Manufacturing, Texas (TMMTX) evaluated
local conditions during the site selection process and
determined that water was an environmentally sensitive
issue in the area. Therefore, TMMTX started using
recycled water to reduce fresh water consumption
during construction and pilot
operations in February 2006.
Recycled water is received
from the local publicly owned
treatment works, and used
throughout the plant, including
for the shower test booth
in Assembly. Some of the
recycled water used in the
plant is recirculated at paint
sludge pools. Because of the
use of recycled water, TMMTX is saving 43,000m? of
fresh water per month.

Shower test for the Tundra
using recycled water

Production Environment Data (Japan)

As part of efforts to reduce water consumption, Toyota
Motor Manufacturing France (TMMF) installed a wastewater
treatment facility at its plant in 2004. Approximately 5% of
the wastewater generated is currently treated at this facility
and reused for sludge recovery in painting processes,
cooling, shower tests and other uses. As a result, with only
1.3m?3 of water consumed for every vehicle produced,
TMMF has reduced its daily consumption by more than
50% since the start of production in 2001. Annual water
consumption has been reduced by 13,000m?. In recog-
nition of these efforts, in November 2006, TMMF was
awarded the Environmental Performance Trophy by the
Nord Pas-de Calais Regional
Chamber of Commerce and
Industry. TMMF is committed
to reducing water consumption
even further. In FY2007, the
company aims to enhance
the wastewater recycling
rate to 20%, further reducing
water consumption by

TMMF's water conservation
approximately 15%. project team

Toyota Autoparts Philippines (TAP) reclaimed 3.25
hectares of unused land on its site in cooperation with
a local agricultural corporation to educate local
residents on environmentally friendly agricultural methods
and promote sustainable
agriculture. The land, known
as the Organic Techno-Farm,
utilizes organic methods to
grow crops. A fence was
made around the field with
recyclable materials from the
plant, and recycled bricks HEk IR
were used for footpaths. In Members of an agricultural
addition, organic compost organization tour the TAP fields
made from cafeteria food
waste and treated wastewater are being used. The field
is open to local elementary school children and serves
as a place for the children to experience agriculture.

Global Production Environment Data

Total volumes and volumes per sales unit have increased due to the inclusion of Chinese affiliates in the calculation scope since FY2006.
Toyota will strengthen initiatives to restrict further increases.

Volume of Waste not Processed within TMC Waste ~O~ Per sales unit Water Consumption (vehicle assembly plants)
—O- Per sales unit Waste volume (Tons/Billion yen)  Water consumption —O- Per vehicle produced
X?é@é”sié’é Wihin Thic (Thousand tons) 124 (Thousand m?) (m*/vehicle)
(Thousand tons) (Tons/Billion Yen) 35,000 - 31,700 - 70
2,000- 1660 1740 1,770 1,850 — 140 30,000 e 28,000 28,800 60
-120 25,000 ..! - 50
1,500~ -100 20,000~ - 40
100 99 - 80 15,000~ © -
1,000~ i 8 ! 3.0
- 60 10,000~ - 20
500~ —40 5000- @ - 1.0
-20 0 0 0
0 0 01 05 06 (FY) 01 04 05 06 (FY)
03 04 05 '06 (FY) *Excludes recycling for a fee o *33 ies (TMC, I and other ies in Japan)
o omane sales/production cun‘?ggn'oggig cluding TI\/:R/I%(D?G)S) (For consali ies in Japan, excluding Toyota Tsusho and
*33 ies (TMC, and other ies in Japan) " S/producti les {excludl Panasonic EV Energy, please see P.49)
{For consoli ies in Japan, excluding Toyota Tsusho and and TMNR (Russia), please see P.30) ‘ 1o, )

Panasonic EV Energy, please see P.49)

Ol ™™c @[ Japan

(excluding TMC) South America, China, and the rest of Asia

@ [ North America @ [l Europe @ [ Australia, the Middle East, South Africa,
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Substances of Concern

Further Reduction in the Use of
Substances of Concern Based on

Toyota Global Standards

Currently, approximately 100,000 kinds of chemical substances are being manufactured throughout the world. Some of these chemical
substances are suspected of having adverse effects on the environment or human health. Toyota is managing substances of concern in
its company-wide system, under a basic policy of implementing thorough measures to totally eliminate the four banned substances of
concern (lead, mercury, cadmium, and hexavalent chromium) from all vehicles, and is taking actions globally, in the areas of both products
and production. Toyota has almost achieved the voluntary goals set by the Japan Automobile Manufacturers Association in August 2006,
and is promoting actions toward complete elimination of the four substances of concern on a global scale in 2007. Toyota is also working
to reduce the discharge of substances subject to the PRTR (Pollutant Release and Transfer Register) law* during production.

*PRTR Law: Law Concerning Reporting, etc. of Releases to the Environment of Specific Chemical Substances and Promoting Improvements in Their Management

SEEL s ST Promote management and further reductions in the use of substances of concern

NGNS TE Reduce the TMC discharge of substances subject to the PRTR law

DL ERL D EST Y Promote management and further reductions in the use of substances of concern

Based on the Toyota Global Standards, Toyota has been taking
action to achieve the early elimination of the use of the four
substances of concern (lead, mercury, cadmium, and hexavalent
chromium). In August 2006, their usage was completely eliminated
at all production affiliates in Japan. Parts containing hexavalent
chromium were the most numerous and eliminating its usage
required considerable effort. In accordance with voluntary
standards established by the automobile industry in Japan banning
their use beginning in 2008, Toyota has completed, well in
advance, the implementation of responses to eliminate usage
of the four substances. The Lexus LS460 launched in Japan in

September 2006 and the Corolla launched the following month
in October mark the first two vehicles that completely eliminate
the usage of the four substances of concern.

Toyota has reviewed the materials, adhesives and
processing methods used for interior parts to limit the amount of
volatile organic compounds (VOCs) generated, thus improving
the air quality inside the cabin. Interior VOC levels have been
reduced in six vehicle series, namely the Estima Hybrid, LS,
Corolla Axio, Corolla Fielder, Auris, and Blade.

ORGSR Reduce the discharge of substances subject to PRTR due to TMC production activities

FY2006 Goal
* Reduce yearly discharge volumes of toluene, xylene and other
substances subject to PRTR to 1,950 tons or less

Toyota took various steps to promote and establish
measures to reduce the usage of toluene, xylene, ethylbenzene,
and 1,3,5-trimethylbenzene, which account for 95% of the total
volume of the substances subject to PRTR. Through measures
such as converting topcoat paints to the water-borne type and
enhancing the recovery rate of cleaning solvents after usage,
Toyota reduced the annual released volume of substances
subject to PRTR to 1,790 tons, thus achieving the FY2006 goal.

TMC Discharge Volumes of Substances Subject to PRTR
(Tons)
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Reducing Cleaning Solvent Usage through Innovation

In its efforts to further reduce discharge volumes of
substances subject to PRTR, Toyota has tried various
approaches to reduce the volume of cleaning solvents
used at the Takaoka Plant No. 2 Painting Line. Cleaning
solvents are used for cleaning paint tubes and painting
equipment before changing the color to be applied to a
vehicle. In the process of trying to reduce usage, first the
minimum pressure necessary for cleaning was calculated
and the pressure-regulating valve was locked at that
pressure. This ensured that only the absolutely
necessary amount of cleaning solvents would be used
while quality was maintained. Furthermore, adding
spikes to the ring installed at the mouth of the paint
injector as an antistatic measure significantly reduced the
amount of paint adhesion caused by static electricity.
This reduction in turn made it possible to use a water-
borne cleaning solvent (consisting of 85% pure water and
15% alcohol) instead of a conventional type consisting of
100% solvent. As a result, the amount of VOC emissions
generated from cleaning solvents was reduced from

Production Environment Data (Japan)

8.1g/m? to 6.6g/m?. Furthermore, in FY2007, flow meters
will be installed inside the painting tubes to begin
monitoring and indicating usage. Tsuyoshi Kamikubo, an
engineer who led the efforts to recover cleaning
solvents, says, “Simultaneously achieving both quality
and a reduction in cleaning solvent usage under
extremely tight conditions is the kind of challenge that
allows an engineer to demonstrate his or her skill.” Toyota
is looking into applying what was achieved at the
Takaoka Plant to various other plants, which operate
under different conditions.

Conventional paint injector after 2 hours usage (left)
and injector fitted with spikes (right)

In FY2006, Toyota steadily reduced the discharge of substances subject to PRTR and VOC emissions through
systematic switches to water-borne paints and efforts to recover and reduce usage of cleaning solvents and other

substances by vehicle body manufacturing companies.

Discharge Volumes of Substances Subject to PRTR
(Thousand tons)
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Note: 33 ies (TMC, and other ies in Japan)
(For consolidated companies in Japan, excluding Toyota Tsusho and Panasonic EV Energy, please see P. 49)

Examples of Overseas Initiatives

In 2004, Toyota Motor Engineering & Manufacturing
North America (TEMA) set a goal of minimizing the use
of the four substances of concern (lead, mercury,
cadmium, and hexavalent chromium) in vehicles, service
parts, and accessories sold in North America and
conducted an analysis of these substances contained in
products. Based on this goal and the analysis results,
TEMA adopted a reduction plan and worked with its
domestic and overseas suppliers to identify parts that
contain substances of concern. Plans for reduction and
the use of alternatives were established, and specific
actions based on those plans were implemented. As a
result, TEMA began using mercury-free discharge
headlights in mid-2005. Lead use in the Solara (Camry

VOC Emissions Volumes in Automobile Painting Processes

Emissions per unit of painted area (g/m?)

100
78.8

03 '04 05 06 (FY)
Note: 8 ies (TMC, i and other ies in Japan)

coupe) was drastically reduced through the adoption of
a lead-free radiator and other parts. TEMA also initiated
the use of lead-free crankshafts in the Avalon beginning
mid-2005.

TEMA engineers discuss the reduction of
substances of concern with suppliers
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Atmospheric Quality

Improving Atmospheric Quality
by Addressing Both Mobile and
Stationary Pollution Sources

Improving atmospheric quality will require measures that address both stationary sources of atmospheric pollution such as
plants and mobile sources such as automobiles.

Advances in technologies used in cleaning automobile exhaust emissions, including catalytic converters and air-fuel ratio
compensation systems, have reduced automobile emissions during the use stage to about one one-hundredth over the past 30
years. Increased global motorization in conjunction with the economic growth of developing countries is, however, expected to
result in increases in emissions of CO, NOx and other exhaust gases, and therefore further reduction efforts are needed.
Measures are also required to reduce VOC emissions at plants by switching to water-borne paints and reducing the volume of
cleaning solvents used.

Toyota has included “reducing emissions to improve urban air quality” and “reducing VOC emissions” as action items in the
Fourth Toyota Environmental Action Plan, and is developing low emissions technologies and introducing low emissions vehicles
according to the local conditions in various countries. Toyota is also promoting initiatives to reduce VOC emissions during production.

DN ST Reduce emissions to improve air quality in urban areas in all countries and regions

HOLTTENCIEIETEES Implement initiatives to reduce VOC emissions

e LR EST | Reduce emissions to improve air quality in urban areas in all countries and regions

Low-Emission Vehicles as a Percentage of Total Production
(%)
100

[A) 25% lower than
:l standard levels

In FY2006, Toyota increased the number of vehicles that meet for 3000
the 2005 Exhaust Emissions Standards in the Ministry of Land, 80 o O[] 50% lower than
Infrastructure and Transport’s Approval System for Low-Emission standard levels
Vehicles. As a result, the combined total number of low-emission O 75 loveer than
vehicles including those that meet the 2000 Exhaust Emissions standard lovels
Standards reached 99.8% of total production. The number of @[ 50% loveer than
vehicles that achieved an exhaust emission level 75% lower than for 2005
the 2005 Exhaust Emissions Standards (Super Ultra-Low @I 75" fower tran
15.1 percentage points compared to the previous year. The 02 03 04 05 ‘06 (FY)
number of vehicles that meet or surpass the Ultra Low-Emission
Vehicle level and also meet the 2000 and 2005 Exhaust

60

40

standard levels
Emission Vehicle level) reached 78.8% of total production, up by 0 for 2005

Emissions Standards reached 97.7% of total production in Percentage of Total Production that Met the Approval System for
FY2006, increasing by 1.4 percentage points from FY2005. Low-Emission Vehicles in FY2006 based on the 2000 Exhaust
In FY2006, among Toyota’s gasoline-powered passenger Emissions Standards () No. of models
vehicles, 16 models were approved as achieving a level 75% - -
lower than the 2005 Exhaust Emissions Standards. Category Reduction level Percentage of total production
¢ Conventional 25% lower than 21%
Low-Emission Vehicles standard levels for 2000 (19)
Vehicles that Met the Approval System for Low-Emission
Vehicles in FY2006 (2005 Exhaust Emissions Standards)
Low-Emissi e Fo ¥ SU-LEV .
vg‘l'lliclmmn (Super Ultra-Low Emission Vehicle) Percentage of Total Production that Met the Approval System for
Low-Emission Vehicles in FY2006 based on the 2005 Exhaust
Vehicle series No. of models Emissions Standards () No. of models
Corolla Axio 4 N N
Corolla Fielder 4 Category Reduction level Percentage of total production
Auris 4 New ¥t % % 50% lower than 18.9%
Blade 2 U-LEV standard levels for 2005 (61)
Estima Hybrid 1
15460 ] KA A K 75% lower than 78.8%
SU-LEV standard levels for 2005 (84)
Total 16




