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“Our core principle is to contribute
to society and the economy by
producing high-quality products
and services.”

- Based on The Toyota Way
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, Toyota has
tried to do more than just sell cars and trucks. We have strived
to make a contribution to society through economic growth
and job creation, philanthropic activities, and environmental
stewardship. And, we have approached these societal initiatives
by using The Toyota Way.

The Toyota Way provides us with a means for our mission
and vision to be achieved. It provides a way of thinking and
acting for employees around the world that can be applied
in different societies where we do business. It is also the key
to how we understand and act on environmental challenges.
Readers will find examples throughout the report that show
how our corporate philosophy is implemented at all points
in our organization.

THE TOYOTA WAY

We use The Toyota Way to continuously improve our processes
and products, to listen and build trust, and to respect and
empower the individual and the team. There are two values that
act as pillars to The Toyota Way, and five related practices. The
two pillars are “continuous improvement” — we always work to
improve; and “respect for people” — we value individuals and
good teamwork. The five practices are evidenced in different
sections of this report. They are:

« Challenge: To build a long-term vision and meet challenges

with courage and creativity.

o Kaizen: To continuously improve our business operations,
always striving for innovation and evolution.

o Genchi Genbutsu: To always go to the source to find the
facts and make correct decisions; to build consensus and
expeditiously achieve our goals.

 Respect: To respect others and the environment, to build
trust, and to take responsibility.

o Teamwork: To stimulate personal and professional growth,

maximize individual and team performance.

We welcome challenge because it forces us to rethink
fundamentals and it prompts innovation and creativity. It also
insists that we take a long-term view, do our research, and

be bold and creative in seeking solutions. In environmental
terms, examples of this can be seen in our development of
eco-plant plans for new plants, and in our commitment to the
development of hybrid technology.

ENVIRONMENTAL COORDINATION

Figure A (below) illustrates environmental coordination

and management for Toyota in North America. Our North
American Environmental Committee (NAEC) and its associated
working groups serve to implement our corporate principles,
establish strategy and policy in North America, and generally
coordinate Toyota’s environmental activities in North America.
The committee comprises the Chief Environmental Officer

from each North American affiliate, as well as key executive
coordinators from Toyota Motor Corporation in Japan.

The committee’s working groups comprise environmental
representatives from each North American affiliate. The NAEC
oversees development of the consolidated Five-Year North
American Environmental Action Plan and the publishing of this
report. In addition, each of Toyota’s North American affiliates
has established an individual environmental governance and
management structure.

Environmental Coordination in North America
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TOYOTA’S GUIDING PRINCIPLES
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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 around the world.

N o A W N

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

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

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

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

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

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

TOYOTA’'S EARTH CHARTER (APRIL 2000)

The Toyota Earth Charter, published in 1992 and updated in 2000, describes
Toyota's Basic Action Policy and Action Guidelines regarding environmental
improvements.

I. BASICPOLICY

1. Contribute toward a prosperous 21st century society
Aim for growth that is in harmony with the environment, and set a challenge to
achieve zero emissions throughout all areas of business activities.

2. Pursue environmental technologies
Pursue all possible environmental technologies, developing and establishing
new technologies to enable the environment and economy to coexist.

3. Take action voluntarily
Develop a voluntary improvement plan based on thorough preventive
measures and compliance with laws, that addresses environmental issues
on global, national and regional scales, while promoting continuous
implementation.

4. Work in cooperation with society
Build close and cooperative relationships with a wide spectrum of individuals
and organizations involved in environmental preservation, including
governments, local municipalities and related companies and industries.

> TOYOTA’S GUIDING PRINCIPLES

AND EARTH CHARTER

Toyota’s seven Guiding Principles serve as the fundamental
management policy for all our operations. The principles reflect
Toyota’s commitment to providing clean, safe and innovative
products, while respecting the environment and culture of

the local communities in which we operate. The Guiding
Principles have been updated to integrate two additional
commitments: Our “Global Vision 2010” and our “Contribution
to Sustainable Development” — a commitment at the highest
level to environment, economy and society. These can be viewed
at www.toyota.co.jp/en/vision/sustainability. Our Guiding
Principles also form a foundation for Toyota’s Earth Charter
(please see Figure B above).

Il. ACTION GUIDELINES

1. Always be concerned about the environment

Work toward achieving zero emissions at all stages, i.e., production, utilization
and disposal;

Develop and provide products with top-level environmental performance;
Pursue production activities that do not generate waste;

Implement thorough preventive measures;

Promote businesses that contribute toward environmental improvement.

2. Business partners are partners in creating a better environment

Cooperate with associated companies.

3. Asamember of society
Actively participate in social actions;
Participate in creation of a recycling-based society;
Support government environmental policies;
Contribute to nonprofit activities.

4. Toward better understanding

Actively disclose information and promote environmental awareness.

ENVIRONMENTAL IMPACTS AT ALL

POINTS OF THE VEHICLE LIFE CYCLE

We think holistically about environmental impacts at each
life cycle stage, across all aspects of our business. Automobile
environmental impacts can range from climate change and
dwindling natural resources to smog, noise and water pollution.
If the automobile is to remain beneficial to societies and
economies, we need to consider its impacts in development,
production and logistics, use, and in disposal and recycling.
Based on our understanding of the full vehicle environmental
life cycle, and on feedback from experts within and outside
Toyota, we have identified six environmental areas that we
consider to be most material to our environmental footprint,
and these structure this report (please see Figure C next page).
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> ENVIRONMENTAL ACTION PLAN

Our five-year Environmental Action Plan is presented in This report describes the progress we have made in the first year
Figure D below. The Action Plan is structured around six of this five-year Action Plan. The status of many of our targets is
key environmental areas, with several goals that address our “In Progress”; we will continue to work toward the achievement
impacts. Each goal has one or more targets that were established of these targets over the next four years.

to ensure progress toward the goal.

CONSOLIDATED SUMMARY OF SECOND TOYOTA NORTH AMERICAN

ENVIRONMENTAL ACTION PLAN (FY2007-FY2011)

GOALS AND TARGETS

ENERGY AND CLIMATE CHANGE

GOAL 1: Promote the development of technologies to achieve best-in-class fuel efficiency performance

Targets:

« Annually meet or exceed CAFE and CAFC standards in U.S. and Canada, respectively [ ] 11, Fig. E

« Continue development and deployment of fuel-efficient technologies through the proactive engagement of stakeholders (@) 1

GOAL 2: Introduce vehicle technologies, which support the diversification of energy and fuel sources

Targets:

+ Promote awareness of the CO, reductions and energy security benefits of bio and synthetic fuels O 14

- Partner with industry and government to identify and solve challenges toward full-scale commercialization of alternatively fueled vehicles (@) 14

GOAL 3: Promote the development of clean-energy vehicles and ensure wider market acceptance

Target:

- Demonstrate feasibility, support necessary infrastructure development, and advocate policies that promote progress toward full-scale (@) 16
commercialization of advanced vehicle technologies

GOAL 4: Promote initiatives to reduce traffic congestion through a variety of networking technologies

Target:

« Provide advanced transportation solutions by integrating on-vehicle Intelligent Traffic System (ITS) technologies that allow drivers to (@) 19
communicate with public information systems

GOAL 5: Reduce CO, emitted from North American operations and grasp CO, emissions volumes and reduction approaches

Targets:

MANUFACTURING

+ Using FY2002 as a base year, reduce total energy usage of manufacturing facilities/operations in North America by 27% per vehicle produced O 19, Fig.J
to 6.3MMBTU/vehicle produced

+ Meet or exceed AAM Climate VISION target of a 10% reduction in CO, emissions per vehicle from U.S. assembly operations by CY2012 (CY2002 [ ) 20, Fig. K
base year)

SALES AND LOGISTICS

« By fiscal year 2011, reduce energy consumption of U.S. facilities by 18% compared to FY2001 baseline O 21, Fig. L

« Achieve 10% reduction in energy consumption from all Toyota Canada facilities by 2010 (@) 21

« Track greenhouse gas emissions resulting from U.S. vehicle and parts logistics and continue to evaluate logistics-related emissions reduction O 21
methods (e.g., modal shifts, new technologies)

RECYCLING AND REDUCED USE OF RESOURCES

GOAL 6: Further promote and apply the Design for Recycling (DfR) concept

Target:

« Evaluate new materials from renewable resources (Toyota Eco-Plastic, natural fiber, recycled plastics, etc.) toward further introduction of eco- O 23
friendly parts

GOAL 7: Reduce waste and the need to recycle material throughout all operations and processes

Targets:

MANUFACTURING FACILITIES

+ Reduce compensated waste (nonhazardous waste plus materials Toyota pays to be recycled) to 30 kg/vehicle O 24, Fig.M

+ Maintain zero landfill O 24

NONPRODUCTION FACILITIES: Vehicle Design Facilities: Achieve zero hazardous landfill and reduce nonhazardous waste toward zero landfill O 24

SALES AND LOGISTICS FACILITIES

« Recycle 60% of Toyota Motor Sales Headquarters waste in FY2007 [ ) 25

« Divert 95% waste from Toyota Canada main campus from landfill by FY2010 (@) 25

+ Reduce Toyota Canada facility paper consumption per person by 25% by FY2010 O 25

« Reduce nonhazardous waste to landfill from U.S. North American Parts Operations by 33% from FY2006 baseline by FY2011 O 26

+ Achieve a 90% recycling rate at U.S. Toyota Logistics Services by FY2011 O 26

GOAL 8: Reduce water consumption

Targets:

MANUFACTURING: Reduce water usage to 0.98 kgal/vehicle O 27,Fig.N

SALES AND LOGISTICS

« For U.S. facilities, evaluate baseline in FY2008 and set reduction targets in FY2009, focusing on areas where water is most scarce O 27

« Achieve 10% water consumption reduction from Toyota Canada facilities by 2010 (@) 27

Status Legend: Achieved ® InProgress O Missed ®
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GOALS AND TARGETS

| sTATUS | PAGE

SUBSTANCES OF CONCERN

GOAL 9: Promote management and further reduce the use of substances of concern (SOCs)

Targets:

+ Reduce the use of mercury, lead, cadmium and hexavalent chrome in OEM and service parts and accessories to the de minimis levels in the EU o 29
Directives

- Identify and solve challenges toward effective management of additional vehicle SOCs O 29

« Facilitate suppliers’ SOC tracking and verification via the International Material Data System (IMDS) and support the development of SOC O 29
alternatives

« Develop and implement alternative materials to reduce vehicle cabin VOC levels O 29

AIR QUALITY

GOAL 10: Reduce emissions to improve air quality in urban areas

Targets:

+ Meet all applicable emissions standards, including Tier 2 and LEV Il new vehicle certification standards O 31

» Maintain leading level in-use vehicle emissions compliance performance O 31

+ Promote the development of ultra low emissions technologies and introduce the lowest emitting vehicles (@) 32,Fig.O

GOAL 11: Implement initiatives to reduce and track VOC usage and emissions

Targets:

« Vehicle Painting: Reduce body painting VOCs to a corporate average of 14.0 g/m? O 32, Fig.P

« Vehicle Plastics: Determine a VOC baseline in FY2006 and set plant targets that begin in FY2007 ® 33

ENVIRONMENTAL RISK MANAGEMENT

GOAL 12: Steadily reduce the environmental impact of Toyota vehicles over their product life cycle

Target:

« Introduce implementation of Eco-Vehicle Assessment System (VAS) on all new or redesigned vehicle models beginning in CY2007 O 35, Fig.Q

GOAL 13: Strengthen consolidated environmental management by incorporating environmental measures at the

planning stages of a product or process

Targets:

NA OPERATIONS - ALL

+ Minimize environmental risks and achieve leading levels of environmental performance O 36

« Zero annual notices of violation and complaints ® 36

« Consider LEED® (Leadership in Energy and Environmental Design) certification for new buildings/remodeling O 36

MANUFACTURING: Develop eco-plant plans for all new production facilities (designing plants to minimize environmental impacts) O 36

SALES AND LOGISTICS

+ Maintain ISO 14001 certification at U.S. vehicle and parts logistics facilities @) 35

« Achieve ISO 14001 registration at two remaining (of nine total) Toyota Canada facilities by the end of 2007 @) 35

GOAL 14: Enhance and further promote environmental management systems for business partners

Targets:

SUPPLIERS: Update Toyota environmental requirements (Green Supplier Guidelines) for U.S. manufacturing suppliers [ ] 37

DEALERS: Implement U.S. Dealer Environmental Training Program (HazMat, environmental, pollution prevention) O 37

COOPERATION WITH SOCIETY

GOAL 15: Actively contribute to sustainable development efforts

Targets:

« Strengthen Toyota’s North American philanthropy efforts toward environmental/sustainable development projects and partnerships that O 39
contribute to development of new technologies, education and the preservation of biodiversity

«» Toyota Canada to maintain 25% of total philanthropic contributions directed toward environmentally focused programs O 39

+ Promote basic environmental research aimed at CO, emissions reductions O 42

GOAL 16: Enrich stakeholder communications

Target:

- Increase the transparency of Toyota's environmental plans, activities and performance by strengthening environmental communication with O 43
government agencies, ENGOs, business partners and local communities

GOAL 17: Contribute to the development of a recycling-based society

Targets:

« Launch at least 100 additional remanufactured parts applications per year O 43

« Expand the availability of environmentally preferable paper in U.S. sales and marketing operations (@) 43

+ Encourage the safe and environmentally appropriate disposal of tires by dealers through the TMS Tire Program O 43

Status Legend: Achieved ® InProgress O Missed ®






