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Message from MD

| take this opportunity to express my hearty thanks to all our stakeholders for your continuous support {o Toyota
Kirloskar Motors.

At TKM, we strive to be the most loved and admired autcmobile company in India by following the Toyota-way
philosophy. Team Toyota India is committed to contributing to economic and social development for a
sustainable future. We strive to contribute to the Indian economy by:

¢ Manufacturing value added products, with global stancdards of safety and guality
 Bringing innovative technology to the Indian market
e Generating employment

« Raising the skill levels by imparting training through initiatives like Toyota Technical Education Programme
(TTEP) and Toyota Technical Training Institute (TTTI) .

¢ Creating road safety awareness through the Toyota Safety Education Programme (TSEP)

In line with Toyota's global vision towards sustainability, our aim is to make the process and products ecc-
friendly. The Elios plant is an eco-plant in harmony with nature where we have incorporated environment
friendly technologies like water-borne paint, energy sfficient equipment and water recycling.

The Delhi Auto Expo 2010 marked an important milestone in TKM's history through the launch of our Etios
Concept and launch of hybrid car Prius in India which is the world's best selling hybrid car.

Towards our journey in achieving sustainability, we have planted 64,000 saplings. We will continue this journey
towards creating a potential natural forest.

| thank my colleagues, the suppliers, dealers and all stakeholders for their continuous wisdom in meeting
every challenge with speed, flexibility and cooperation towards sustainability.

| am delighted to present TKM's 2010 Sustainability Report to you and welcome your feedback.

Let's Grow Together,

A Ao

Hiroshi Nakagawa,
Managing Director
Toyota Kirloskar Matar

TOYOTA KIRLOSKAR MOTOR
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Environmental Performance

23 Y% Reduction in power usage
, G/E— Reduction in Water Censumption
85 ?’6 Coverage of Dealerships Compliant with SO 14001

98 % Coverage of Suppliers (core) Compliant with ISO 14001

Social performance 2008 2009 2010

Number of Employees 3762 3511 5637
Turnover rate for employees 6.3% 3.7% 2.8%

Community Investments

(through Community Spirit

and Community

SpOﬂSOfShipS) in Mil. Rs. 855 106.5 108

Economic performance 2008 2009 2010

Units Manufactured 53,774 46,251 63,269
Units Imported as CBU 1,295 492 504
(Completely Built Unit)

Net Profit after Tax [Rs. in Mil]
(08/09 and 09/10 fiscal years) 2,073 1,226 3.093

TOYOTA KIRLOSKAR MOTOR 07 B
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Corporate Philosophy

Since its inception, Toyota has
worked continuously towards
contributing to the sustainable
developmeni of socisty
through the manufacturing
and provision of innovative
and quality products and
services that lead the times.

Toyota Kirloskar Motor's
performance in India and our
corporate culture are driven
by Toyota's guiding principles
and the Toyata way. In India,
we reflect these global values
through our sustainable plant
activities and our customer
first approach.

In every nation and region,
Toyota aspires to be a good
corporate citizen of the world

by applying its guicing
principles of conducting open
and fair corporate activities
and also contributes to
econamic and social
development through its local
business activities.

Through its overseas
subsidiaries, Toyoia is
dedicated to social
contribution by addressing a
variety of cultural and social
issues and engaging in
proactive local
communication. Toyota will
remain a locally based
corporation and will continue
to play its part in promoting
the growth of each nation and
region with its automobile
production.

The Guiding Principles

Toprr bantty Ghuster

The guiding principles at
Toyota (adopted in 1992 and
revised in 1997) reflect the
kind of company that Toyota
secks to be in light of the
unigue management
philosophy, values, and

TOYOTA KIRLOSKAR MOTOR

methods that it has embraced
since its foundation. The
guiding principles (detailed in
the section on 'Stakeholders’)
define the values the
company delivers 1o its
stakeholders.




Toyota Global Vision

Economic development is
accelerating in a number of
regions throughout the world. With
environmental and energy related

global scale, the environment
surrounding the automotive

ol i B v e
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@ TOYOTA
Quality Revolution

As we look ahead to 2020,
Toyota believes that re-
examining the relationship
between nature and the
industry and pursuing
synergy between
manufacturing, people,

society and nature is
extremely important. Toyota
is helping promote efforts
toward finding a balance
between the cycles of
nature and the cycles of
industry.

useful member of both the globali
and local community and has

formulated its Global Vision 2020,
which provides a future vision for

industry is undergoing drastic
changes. Amid these changes

issues having an impact on a Toyota endeavors to remain a

Cycles of Mature'

All peopie and
communities are subject 1o
the natural cycles of the
‘earth. Toyota is committed to
undartaking monozukuri
(manufacturing) that strikes a
harmanious balance with
nature in order to carefully
X sustain the global
) environment.

As it looks ahead te 2020,
Toyota believes in re-
examining the relationship
between nature and
industry and pursuing
harmony between
monozukuri, people,
society in general, and
nature is extremely

TR i

Cycles of Inclustry
An indusiry
creates new
valus, while:
spewning Lhe birth
of a new industry -

such is the way of the’
cycles of industry,
Toyola endeavours to be
a driving force behind
the development of
sustainable industries.

important. Also, by seeking
harmony between
monozukuri and the cycles
of nature, Toyota is helping
promote efforts toward
finding a harmonious
balance between
challenges in new fields in
order to achieve this.

Toyota's place in the world.
OTA GLOBAL VISION 2020 |

TOYOTA

Open the frontiers of tomorrow
through the energy of people
and technology

Currently, Toyota is emplaying
*Open the Frontiers of Tomorrow’
as the slogan for Global Vision
2020. This slogan expresses the
commitment of Toyota and each
and every employee to never be
satisfied with the status quo. To
create a path to a new world and
to work steadily towards the
realization of society's dreams.
This progress is to be achieved
through the energy of people and
technology.

TOYOTA KIRLOSKAR MOTOR
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The Toyota Earth Charter (formulated in 1992, revised in 2000) is based on the Guiding Principles at Toyota
formulated in 1992 (revised in 1997), and embedies Global Toyota's comprehensive approach to
environmental issues. The Toyota Earth Charter has been adopted by about 530 affiliates worldwide to date.

Toyota Earth Charter A 7.

¥ H i Ly

1. Contributing towards a possible environmental global, national and regional

prosperous 21st century technologles developing and scales and promotes
society: Contributing to a establishing new technologies continucus implementation.
prosperous 21st century to enable the environment and

4 Warking in cooperation with
society: Build close and
cooperative relationships with

society. Aim for growth that is economy to economy to
in harmony with the coexist harmoniously.
environment and set as a

: . 3. Voluntary actions:Develop a a wide spectrum of individuals
challenge the achievement of voluntary improvement plan and organizations involved in
20 sallalOrs -thr-ou_ghgut all based on thorough preventive environmental preservation
areas of business aclivilies. measures and compliance including governments, local

2. Pursuit of environmental with laws that address municipali&ées, related
technologies: Pursue all environmental issues on the companies and industries

Always be concerned about the contribute towards * Contribute also to non-profit

environment. Take on the environmental improvement activities
challenge of achieving zero Business pariners are partners  Toward better understanding
emissions at all stages, 1.€., in creating a better Actively disclose information
production utilization and environment Cooperate with and promote environmental
disposal. associated companies awareness
* Develop and provide As a member of society

products wilh top-level - Actively participate in social

environmental performance.  gotiong

e Pursue production activities: 4 Participate in the creation of
that do nct generate waste a recycling-based society

. !mplem_gent thorough « Support government
PIEYENIVG MEASHITES environmental policies

s Promote businesses that

Toyota Environmental Action Plan

{1 accerdanve with the
Toyota Barh Cherler, Toyoia
Matar Cerporatian (TMO)
has formuk | the Fourth
Toyeta Envirsamenta:

Action Plan, & five-vear plan
With predilimHens gaals

| “Ebyca_té Environmentat &ctiénn Hian

coveting the periad from
2006 to 2010 o faclliiate
the prom

envitonmental mitialves By
gach compary.

TOYQTA KIRLOSKAR MOTOR

SRSt | ST AR R SN

A



SUSTAINABILITY REPORT 2010

Company Overview: TKM at a glance
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® Land Cruiser

Toyota Kirloskar Mator ook of it India with a beginging in the MPY segmen! and within a decage nas
diversifiad into the mid-range luxury and SUV segment. As a first of #s kind veniure by Toyota, TKM wili be
staging the martiiacture of Toyoia's small car 3 for the first ime

2003 September 2007 August 2008 July
Reached 1 Lakh Praduct. Units TTT! Inauguration Plant 2 foundation laying
@ © © © ©
2005 February 2009 June 2009 August
Innova Production Started Afforestation Day — 21st June Fortuner Launch

TOYOTA KIRLOSKAR MOTOR 15 S
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Award & Accolades

'"BEST EMPLOYER BRAND AWARD - AUTOMOBILE® AWARD FOR MOST INNOVATIVE ENERGY
for the year 2009-10 . EFFICIENCY & CONSERVATION ACTIVITY" by
Bangalore Chamber of Industry & Commerce (BCIC).

TKM received the Best Employer Brand Award ~ The Hon. Chief Minister of Karnataka presenting the
instituted by the Employer Branding Institute, Mumbai. BCIC award

TOP MERCHANT EXPCRTER -Export Excellence J D POWER AWARDS FOR PRODUCT PERFORMANCE
Award For FY 2008-10 [FKCCI]

TKM awardad with the TOP MERCHANT EXPORTER - Award by JD Power for best car in the MUV/MPV segment
GOLD for Export Excellence Award to the Innova for the FIFTH CONSECUTIVE YEAR

TOYOTA KIRLOSKAR MOTOR
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Corporate Governance

Philosophy:

TKM recognizes that good
governance is a sine qua non for
sustainability. The mission and
vision statements, code of ethics
and internal control mechanisms
built in under Sarbanes Oxley Act
compliance defines our value
system and reflects our culture
and commitment to the values of
corporate governance.

Toyota Kirloskar Motor promotes
a culture of high ethical
standards, integrity, transparency
and accountability in our all
business transactions and in
compliance with all laws and
regulations. The company has
established internal control
mechanisms to ensure the
observance of the norms of
corporate governance and
believes in a system driven
performance with the highest
priority given to these systems.

Toyota Kirloskar Motor has a strong organization
that takes up environmental initiatives and
promotes them effectively. The organization is

Governance Structure
Board of Direciors

At the core of corporate
governance practice is our Board
of Directors, which is the highest
governing body. The Board
provides strategic guidance and
reviews the corporate policies,
regulatory compliance, significant
management areas and overall
performance of the organization.

The TKM Board comprises of
seven fulltime Executive Directors
and five Non-Executive Direciors.
Qur company's Executive Directors
are highly experienced

below.

mainly divided under three heads, namely

TOYOTA KIRLOSKAR MOTOR

[ETHIAS S, MMLW&TMEETML}M, o

professionals in their functional
areas and pravide directions to the
management on operational
issues, adoption of systems and
in management.
wvarsee the compliance
agal and other

an adequate steps (o
ommittees at the

before placing the
 the Board for

e

| Manufacturing.
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Vision
s Delight our customers through innovative

products, by utilizing advanced technologies
and services

¢ Ensure growth to become a major player in the
Indian auto industry and contribute to the Indian
eccnomy by involving all stakeholders

e Become the most admired and respected
company in India by following the Toyota way

e Be a core company in global Toyota operations
Mission

s Practice ethics and transparency in all our
business cperations

r
Touch the hearts of our customers by providing
products and services of superior quality at &
competitive price |

Culiivate a lean and ﬂexib.lie business model
throughout the value chain by continuous
improvement

Lead Toyota's global operations in the emerging
mass market

Create a challenging workplace which promotes
a sense of pride, ownershi'p, mutual trust and
teamwork

Create an eco-friendly company in harmony with
nature and society

Through these activities establish a superior brand
image in India. .

TOYOTA KIRLOSKAR MOTOR
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TKM has developed a code of
ethics based on the guiding
principles of Toyota. These
business ethics and values are
aimed at building a good
organization and work culture
while also being a good
corporate citizen while achieving
the company's vision and
mission. The code of ethics is
applicable to all team members
and employees of TKM.

Whistle Blower Policy

TKM has formulated the Whistle
Blower Policy which provides a
framework for all employees to
come forward with their
complaints regarding fraud,
bribery, unfair business
practices and a breach of law or
local customs, social rules and
traditions. The Whistle Blower
Policy has been circulated to our
dealers and suppliers and is
applicable to all team members
of the company. The identity of

==.. Mr. H Nakagawa
Managing Director, TKM

Mr. Ashok Sachdev

the whistle blower will be kept a
secret and protected. The
Whistle Blowar Policy Committee
is headed by members of the
top management and a
comprehensive system is putin
place to investigate the
complaints.
SOX f‘ omg oli

.,—.‘n
|

lance

TKM, which is a subsidiary of
Toyota Mator Carporation (TMC),
is listed in the stock exchanges
of USA, and complies with the
requirements of the Sarbanes
Oxley Act (SOX) of USA. TKM
has rigid control systems and
processes in place to ensure
accuracy and reliability of its
corporate financial statements.
The company Is focusing on
continuous improvements in the
compliance and reporting
structures.

Managing Conflict of
Interest

TKM's code of ethics

TOYOTA

President, Toyota Dealer Council

TOYOTA KIRLOSKAR MOTOR

emphasizes that all team
members should ensure that a
conflict of interast, if any, arising
out of factors like having a
business interest in another
organization, hiring the services
of friends and relatives, doing
business with friends and
relatives, insider training, etc.,
will not affect the interests of the
company in anyway. An
employee should inform the
Maznagement and provide full
disclosure if he is involved in
any such activity.

Ensuring Legal
Compliance

TKM has established a
comprehensive legal
compliance system, where each
division head is responsible for
the compliance of all laws and
regulations for the functions
under them. The reports of the
Occupier and the Company
Secretary are reviewed by the
Board.

Mr. Vikram Kirloskar
Vice-Chairman, TKM

Mr. DK Jain
President, Toyata Kirloskar Supplier's
Association




1

Henor the language and
spirit of the law of every
nation and undertake open
and fair corporate activities
to be a good 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
community.

3. Dedicate ourselves to

PN SUSTAINABILITY REPORT 2010

providing clean and safe while honoring mutual trust

products and to enhancing and respect between labor

the guality of life everywhere and management.

through all our activities. 6. Pursue growth in harmony
4. Create and develop with the global community

advanced technologies and through innovative

provide outstanding management.

products and services that
fulfill the needs of
customers worldwide.

7. Work with business partners
in research and creation to
achieve stable, long-term

5. Foster a corporate culture growth and mutual benefits
that enhances individual while keeping ourselves
creativity and teamwork, open to new partnerships.

Stakeholder Engagement

TKM's stakeholders are all those groups which are perceived to be affected by, or who are capable of
affecting the company's operations. The table below lists engagement activities undertaken in 2009-10.

Business Pariners

[Suppliers and Dealers]
Guiding Principles 187
Customer satisfaction
enhancement activities (see page
51)

Supplier development programs
and TPS promaotion (see page 55)

TOYOTA MOTOR CORF’ORAI 1ON

Guiding Principles 1

Regular liaison on operating issues
including product, quality, sales and
marketing

CUSTOMERS
Guiding Principles 1.3.4

Minimising environmental impact ihrough eco
-friendly engines and vehicles (}see page 37)

Introduction of eco-friendly Prius in India (see
page 61)

EMPLOYEES

Guiding Princlples 1&5

Team member family involvement activities (see
page 63)

Joint declaration between Management and Union
(see page 42)

GOVERNMENT

Guiding Principles 124

Regular liaison on
compliance issues including
environment, safety and
sociely.

COMMUNITY

Guging Principles 1104
Community awareness and
Philanthropic Activities (see page 45)

Traffic Safety Education Programme
(see page 47)

TOYQTA KIRLOSKAR MOTOR
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Environment Performance

Toyota Kirloskar Motors

has focused on
achieving harmony
between its
manufacturing activities
and the natural world,
based on the concept of
‘a plant that optimally
utilizes natural resources,
while operating in
harmony with the natural

environment.'

In concurrence with
Toyota's Environment
Action guidelines, TKM
has come up with its own
set of initiatives towards
promoting sustainability
at the manufacturing site
in India. This section
elucidates the activities
taken up at the
manufacturing site at
Bidadi, Bangalore in

detail.

TOYOTA KIRLOSKAR MOTOR

The Toyota EMS (Environmental
Management System) holds the
key to environment
management efforts across
Toyata affiliates and at TKM
alike. Glabally, Toyota has
encouraged all affiliate plants to
be ISO 14001 certified and
TKM obtained the 1SO
14001:1996 certification within
a year of commencing
operations in India. Toyota EMS
is applied to drive a continuous
performance improvement
cycle in line with site specific
objectives and corporate
policies and strategies. The key
elements of the EMS system
are 'compliance/no complaints’
and 'environment risk
mitigation'.

In arder to achieve the
objectives of environment
policy, the Environmental
Management System (EMS)
has been used effectively. EMS

forms the backbone of our
commitment towards reducing
our ecological footprint and we
have been re-certified for 1ISO
14001:2004.

In a pioneering effort, TKM has
been strongly promoting 1SO
14001 certification among its
suppliers and dealers. The core
idea is to promote environment
friendly operations among all
our stakeholders. In a
significant achievement, TKM
has been successful in
promoting 1SO 14001 to 98
percent of its suppliers and
more than 85 percent of its
dealers.

The highest degree of
abidance to EMS (ISO
14001:2004) by TKM has been
recognized by the External
Auditing Agency, which has
awarded TKM with Zero NC for
four successive years.
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TKM Environment Commitiee

The Toyota Motor Corporation work towards energy conservation  vear of production in 2001, to take
(TMC) has established a regional and environmental risk care of enviranmental and CSR
headguarters TMAP (Toyota minimization. Toyota Kirloskar activities as a specialized

Motors Asia-Pacific) at Thailand. Mator also established an organization.

This organization is intended to Environment Committee in its first

Top Management

Organizational Structure:

Sub-
Committee |

Scope
of Work

Conissmance

| TOYOTA KIRLOSKAR MOTCR
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Environmental Action Plan
Toyota has been keen on
responding to the needs of the
environment as it does to its
customer's requirements. It
does so througn lis principles,
policies and the Toyola
Environmental Action Plan for
Environment Management.

objective to minimize the impact
of its activities on the
environment, thus contributing to
maintaining a balance of the
economic, social and
environment aspects of
sustainability. The Five Year
Environment action plan sets the
guidelines for TKM's
Environment Management and
for the promotion activities of its
operations. The annual
Environmental action plan is

formulated based on the TKM
Five Year action plan which in
turn is derived from Toyota's
Global Environment action plan.
During the course of
implementation of annual action
plans, there is nearly a 4 percent
reduction target so as to
continuously improve the
general performance of the
previous year.

The following is a summarization

It has been TKM's long term of TKM's performance this year.

Performance Data

Action ltem Specific action items and goals
Target Actual

Production: 4% Redn. 4% Redn.
Reduction in electricity consumption.
(Purchased+generated)(kwh/veh) 20% based on Current 461 kwhjveh 416 kwhfveh
year status

Reduce CO2 Reduction in LPG consumption. {(kgs/veh) 20% based on 29.2 kgsfveh 28.97 kgsiveh

emigsions in

Current year status

production and

logistics activities Reduction in energy.(Total of Electricity + LPG in GJ/veh) 3.12 GJiveh 2.93 GJiveh
of each couniry 20% based on Current year status
and region. =
Logistics :
Reduction in emission of CO2/unit 15% reduction based on 4% 4%
2006 values
Production :
Increase Yield ratio 68.5% 70%
Promote the Hazard Waste reduction : ’ 4% 26%

effective use of
resources to
further contribute

Reduction in generation of Hazardous waste (kgs/veh). 20%

based on Current year status (Chemical sludge+Phosphate 7.95 kgs/veh 5.87 kgs/veh

to the realization of sludge+Paint sludge;
a recycling based
society Non-Hazardous Waste Reduction: 2% 2%

Reduction in generation of Non Hazardous waste

(Miscellaneous solid waste) by 20% based on Current year TaAZIven

Logistics :

Reduction of packaging and wrapping materials 4% 4%

Reduction of water consumption by 10% based on current 2% %
Reduce water year status (m3fveh)
consumpticn 4.56 m3jveh 4.4 m3jveh
Initiative to reduce VOC reduction 48.8 gmlm2 43.92 gm/m2

VOC emissions

TOYOTA KIRLOSKAR MOTOR



Environmental
Performance: KPI

Management

Towards fulfilling our basic
obligation to the environment,
TKM aims to use resources wisely
and reduce waste from its
business activities. For many
years we have been reporting our
energy and water usage and
waste and recycling volumes from
our site in concurrence to the
saying 'what gets measured, gets
managed'. To guide our actions in
this direction, the environmental

Production Trend {Overall)

policy commits us to control
pollution and reduce energy at
every possible opportunity. We
strive continuously to minimize our
water consumption, the generation
of hazardous waste and air
pollution and we continue to
reduce CO2 emissions and
improve our energy efficiency. Our
periodic internal audits and
external audits have sirengthened
our environmental management
system. Qur environmental
performance under various key
indicators in the last three years is
summarized below.
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Energy & Resource

Conservation Activities
towards maximizing the
efficiency of processes

Energy and resource conservation
form the basic responsibility of
any company aspiring to be
sustainable. Grappling with the
ever increasing consumption of
fossil fuels for energy production
and the consequent CO2
emissions is a major hurdle
towards achieving environmental
sustainability. TKM is promoting

energy conservation activities in
the manufacturing plant by
embracing the Five Year action
plan which sets the annual
reduction targets for all
environment parameters.

I

= T
Electricity

Consumption:

)
[

TKM's electricity consumption in
the production area has
decreased as compared to last
year. By the end of 2009, the
average amount of energy
required to produce a vehicle

SUSTAINABILITY REPORT 2010

Note: The key performance
indicators are measured and
controlled by units which are
usually based on the per car
measurement over the entire year.

The market conditions for Toyota
vehicles in the Indian automobile
market were most unfavorable in
2008 and grew positively in 2009,
consistent with the global market
recovery. This has directly
impacted a few environmental
parameters as they are related to
the fixed manufacturing demands.

decreased by 23.25 percent and
to 538 kWh per vehicle. This
decline in consumption may be
attributed to the increase in overall
production velumes which led to
the decrease in per vehicle
consumption due to fixed loads. In
2009, TKM focused on ensuring
the sustenance of energy saving
activities and kaizens with the
following:

1) High and low pressure air lines

2) Energy training to TL's and
Gl's

3) ESCO kaizen implementation.

TOYOTA KIRLOSKAR MOTOR
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Electricity Consumpticn Trend
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b. Water minimum of 4.4 m3 per vehicle.

Consumption:

During the reporting period, the
amount of water required to
praduce one vehicle decreased
by 20.5 percent as compared 10
the previous year, to reach a

Water Consumption Trend
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Water usage levels, like those for
energy, were affected by the
increase in production volume.
Considerable efforts were made
towards monitoring and
standardizing day-to-day
consumption.

FY08

TOYOTA KIRLOSKAR MOTOR

TKM continued to target the
elimination of unnecessary water
usage through kaizen and by the
implementation of best process
technology such as Membrane
Bio-Reactor (MBR) and Reverse
Osmosis (RO) treatments that
allow the recycling of wastewater.

RN
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VOC Emission Trend
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There has also been a marginal
decline in the VOC emission by 4
percent with the implementation of
various kaizen (improvement
activities). Transfer efficiency
improvement in paint guns and
robots through distance reduction,
enhancing washing thinner usage
in bumper and resin shops,
solvent consumption reduction in
manual cleaning during the
painting process and in robot
operation are a few practices that
have been implemented. By
following these practices, we have
retained the global number one
position among all Toyota affiliates
having thinner based painting
processes.

b. Waste
Management

With the aim of achieving 'zero

Waste Generation Trend
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& Hazardous Waste

@& lon Hazardous Wasio

wastes to landfill’, TKM has been
able to reduce its ecological
footprint in terms of waste
disposal. With the ideology of
'source reduction is to waste what
preventive medicine is {0 health’,
we have two main action
guidelines towards our waste
management activities:

i. Ensuring 100 percent
segregation and reuse/recycle
of non-hazardous process
waste

ii. To achieve zero hazardous
waste disposal at landfill

TKM has entered its second year
in accomplishing the target of

—ero hazardous wastes to landfill'.

Hazardous waste disposal is
peing carried out through co-
processing at the ACC Cement
Plant at Wadi, Gulbarga in

FYO7 FY08
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Karnataka. In 2009 a considerable
reduction in hazardous waste
quantum has been achieved in
the light of activities promoted to
reduce unnecessary moisture
content in the sludges. This led to
an average reduction of 26
percent in hazardous waste as
compared to the previous year.
However there has been an
increase of 15 percent in the non-
hazardous waste quantity
resulting from the introduction of a
new model. With the introduction
of the Fortuner in the second half
of this year, the packing material
waste contributed greatly to the
increase in non-hazardous waste.
Though, we would like to draw the
reader's attention to the fact that
the waste under this category is
subjected to complete material
recovery and/or recycling.




Eco-initiatives

W ECO-Frencly Plant

TKM approach to a Sustainable
Eco-Friendly Plant

Toyota Kirlogkar Motor is
continuously moving towards
sustainability in all its operations o
reform itself into an eco factory in
harmony with nature. TKM has
devised and implemented a
comprehensive approach towards
sustainability right from the grass-
root level, i.e. the employees. In

Logistics Kaizen

RS

Customer

Kaizen ldea:

Train Logistics Introduction in
Serviceparts Operation between
NPC (National Parts Center,
Bangalore) and RPC (Regional
Parts Center, Gurgaon) for back
order parts.

Trial Period:
July 2009 to August 2009

Background:

The Serviceparts flow between
NPC (National Parts Center,

Transit Lead
. . time =5Days

Truck

this regard, a methodological
approach of Eco-Mind, Eco-Kaizen
and Eco-Showcase have been
taken up to sensitize our
employees and the community at
large. We aim to promote
sustainability in all our operations.

Eco-Mind: Eco-Mind is a culture
that we believe must get imbibed
into the minds of our team
members so that they start thinking
about the environment in their lives
both inside and outside the
company. Eco-Mind activities
include all initiatives aimed at
creating an environmentally
conscious citizen. In other words,
an employee with an Eco-Mind will
always think and act in the best
interests of the environment.

Eco-Kaizen: Eco-Kaizen is a
continuous improvement activity
that can be executed at the work

SUSTAINABILITY REPORT 2010

: Towards an Eco-Friendly Plant

area. Eco-Kalzen includes all the
improvement initiatives that are
taken towards creating a
sustainable plant and a low carbon
society.

Eco-Showcase: Eco-
Showcase is an effort to promote
TKM's eco spirit to the community
and the neighborhood. The
activities include social outreach
activities invelving our external
stakeholders whether they are our
suppliers, dealers or customers
and the surrounding eco-system
too.

Several activities have been
initiated at TKM to promote Eco-
Mind, Eco-Kaizen and Eco-
Showcase among the team
members. Some of the key
activities that have been
implemented in the past year
include:

Transit Lead

d
‘ j
i
oA

time =2Days.  emmmmmsa
: L

LR e

Customer

Bangalore) and RPC (Regional
Parts Center, Gurgaon) was
through Transystem trucks which
had a high transit time. The
emergency/back order parts
reaching the customer on time was
not always guaranteed.

Action Taken:

A trial survey was conducted to
check the feasibility of transport by
train and this had the positive
result of saving lead time. By this
kaizen we aim to be the best

" Oversil lead tirme
1S

customer service in town and
achieve enhanced customer
satisfaction. Since September
2008 all RPC back order
serviceparts are transported by
train six days a week.

Result;

* Overall lead time reduction by
four days.

¢ |mproved customer service,
customer satisfaction and
quality of delivery.

TOYOTA KIRLOSKAR MOTOR
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Social Performance - Employees

TKM perceives that human Towards realizing this goal, TKM e Safe working environment
resource is the most valuable has imbibed the following four

asset to the organization. The paint requisite in its activities while  * Fair evaluation and proper
ultimate cbjective of human engaging with our employees who treatment

resource management is to are our key stakeholders:

establish mutual trust and = Creating an environment for
responsibility between the e Maintain secure working human resources development
company and its employees. conditions

Basic Statistics in relation to the Current Status of Employment

The entire workforce based on the type of employment, employment contract, and region.

a. Type of employees b. Unionized and Non-unionized employses
Nuraer
1 Permanent employees 4109 Unionized employess 1604
. Temporary employees (=t Non-unionized employees 2485

4 Temporary employees 27% g " ) Unionized employses 40%

& Permanent employees 73% # Non-unionized employees 60%

1.0 ] TOYOTA KIRLOSKAR MOTOR
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's. Male employees

¢ |n India, the workforce in the automobile
manufacturing industry has always been male
dominated and there are very few women,

¢ The local applicable laws do not permit women to
work between 7 pm and 6 am.

* However, since the _company works in shifts,
female team members are accommodated in the
shift from 8:45 am to 5:30 pm.

Female 2%
Male 98%

Rate of employee furnover

Compared to the indusiry average of 12 percent,
TKM's employee turnover has been very much under
control.

1 Grade-8 [Blue-Collar]

1.5%
2 Grade-7 and above [White-Collar] 3.4%

TKM does not have any part-time employees.
Benefits are provided to full-time employees as per
the law of the land. From the mid to long-term point of
view, benefits and welfare facilities are provided fo all
full-time employees.

TKM's Labor Management:
Providing equal opportunity to all

TKM strongly practices the principle of mutual frust
and team work In issues concerning labor
management. This involves maintaining thorough
communications and promoting fair evaluation and
treatment for all.

TKM ensures that there is no discrimination in terms
of race, religion, caste, sex, national origin or any
other factor deemed unlawful by the applicable laws
and regulations. Activities like recruitment, promotion,
compensation, benefits, training and the use of
facilities are provided to all employees and the
policies are also equally applied at all levels.

The following is & brief description of the significant
labor management practices at TKM:

1. Coverage under collective bargaining and freedom
of association:

TOYOTA KIRLOSKAR MOTOR

About 40 percent of the employges are covered by
collective bargaining agreements.

1624 40%
2485 60%

1 Unionized employees

2 Non-unionized employeas

A minimum notice period of 21 days, as per the law is
followed in case there are any significant operational
changes.

Team members play a vital role in ensuring health and
safety at the workplace. They are involved in the
following programs to promote a safe workplace:

* Morning safety meeting (KYT)
* Safety pledge before work

= Kaizen activities to improve safety

‘s Safety Commitiees

¢ Workplace Committees
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Skill Development and Technical Training:

‘r’ T{ Institute (TTTI): This secondary education.  started in 2007 and takes
M. institute is a state-of-the-  The institute is fully in 64 students per year.
art facility which provides  focused on training only 192 students have
a three-year, full-time the rural youth in undergone training as of
course on automobile Karnataka and now and a new batch of
technology, free of cost successful candidates 64 students joined in
to rural students who are given job Audust 2010. The first
have passed their higher opportunities. It was batch graduated in 2010.

[Top] Dr. APJ Abdul Kalam, Former President of India, addressing the first batch of graduating students
Glimpses of the Graduation Ceremony and the Plant visit by Dr.APJ Abdul Kalam
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This programme is focused on training the Industrial candidates are given job opportunities at Toyota
Training Institute (IT1) students across the country in dealerships.

advanced automaobile technology. The successiul

NSt 9 Qﬂﬁ)ﬂ.
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Plant visit by Local school children

Al Toyota, the commitment to the
environment extends beyond our
products. Whether it is planting
trees or organizing seminars on
rainwater harvesting for the local
Panchayats, TKM is working
towards making the local
community a better place.

As part of the environment month

celebration, TKM conducts several

SUSTAINABILITY REPORT 2010

Glimpse of Science fair organized

activities in the local community
such as

® Painting and quiz/project
competitions for the local

school children in Ramanagara

where winners are awarded
prizes.

s QOrganizing a TKM plant visit

for school children to educate

Help During Natural Calamities:

120
100
80
Handisg over to Chief Minisler of Karnataka [Mr BY 680
Yedivirappd - 3td from el
J coptrbuten Be. 20 m ifen and a day s saiary of 40
10 the Kariataa Chicf Mial -
vards teliel and rebabilitation
- 20
0

them on environment
conservation.

¢ Distribution of fruit bearing

plants 1o all participants of the
Environment Day event.

¢ Involving team members and

conducting plastic free
campaigns in the local areas.

TKM's CSR Activity Expeﬁditur.e

In Mil. Rs.

FY09

TOYOTA KIRLOSKAR MOTOR



SUSTAINABILITY REPORT 2010

Social Performance - Business Partiners

Dealerships

Toyota does not just limit the
environment protection efforts to its
own premises but encourages its
associates, both suppliers and
dealers to also do their bit. In
India, TKM has been actively
involved from the very beginning in
expanding its corporate social
responsibilities. As a part of our
global commitment, our dealers
also take part in protecting the
environment by minimizing the
impact of their activities on the
environment through pollution
control, conservation of natural
resources and continual
improvement.

TOYOTA KIRLOSKAR MOTOR

Dealer Environmental
Risk Audit Program

Complementing the |SO 14001
certification, this programme is
designed by TMC te ensure the
minimum requirement of
environment risk management at
dealer workshops. DERAP
encompasses five crucial aspects
of environment management;

e Presence of environment
promotion staff

¢ Declaration of abidance to law

Proper storage and treatment
of hazardous waste

¢ Proper treatment of drainage
water

e Proper recovery of HFC (AC
gas)

Against the set target of 80
percent by TMC, more than 90
percent of TKM dealerships have
achieved compliance with this
programme. This is further driven
by kaizen ar continuous
improvement both by the dealers
and TKM.




One of the biggest challenges
faced by TKM dealers is the safe
disposal of hazardous wasie. At
the dealer level the hazardous
wastes have been identified and
stored safely. However, the
mechanism fo collect it from there
for incineration/recycling is not
adequately established in India at
present. To help its dealers
overcome this plight, TKM has
initiated efforts to identify

chpur &
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authorized collectors of hazardous
waste. Meanwhile with a three
year plan, we will be able to
achieve an effective and efficient
EMS system at all dealerships.

Dealer ISO 14001
Certification Fromotion

TKM supports iis dealers to
maintain a very effective
Environment Management System
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(EMS). 1ISO 14001 certification
recommended by TKM to its
dealers, acts as a tool to structure
the effectiveness of the EMS
implementation at dealerships. As
of now more than 70% of our TKM
dealerships are ISO certified. At
remaining new dealerships it is in
progress. It has helped in creating
awareness about Environment
conscious function at the
dealerships.

Nippon Toyota
Dealership at Kerala
received commendation
certificate from Kerala
State Pollution Control
board for its best
Environmental Practices
& sustained efforts
towards pollution control

& TOYOTA

Quality Revolution

Current Dealer Network
Total : 82 Outlets

[as on March 2010]

TOYOTA KIRLOSKAR MOTOR



Business Partners - Suppliers
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The automotive sector is subject
to enormous global pressures to
improve product quality whilst at
the same time reducing cost.
These pressures impact car
manufacturers and that has strong
effects on the flow to suppliers. An
innovative, capable and cost
competitive supplier base is
critical to the viability of the Indian
automotive industry. Toyota
Kirloskar Motor has almost 3500
suppliers, of which 82 are original

equipment {OE) suppliers.

Toyota has been propagating and
undertaking initiatives to all its
consolidated subsidiaries around
the world, to contribute to the
harmonious and sustainable
development of society and the
earth. Toyota expects its business
partners to support this initiative
and comply fully with all
applicable laws, regulations and
societal norms both in Japan and
overseas and conduct activities

with the utmost respect to
everyone.

TKM has been enabling its
suppliers to ensure the long-term
and stable procurement of the
best products at the lowest prices
in the most speedy and timely
manner. TKM also ensures
periodical reviews and confirms
the status of implementation of the
activities described in the
guidelines.

TOYOTA KIRLOSKAR MOTOR
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Environment Initiatives

Grzen Purchase
Guidelines

Comprehensive environmantal
management means looking
beyond the boundaries of our own
operations to the wider supply
chain. TKM has adopted the
‘Green Purchasing Guidelines'
policy which includes the
environmenital criteria in every
purchasing decision we make and
encourages our suppliers to
improve their envirenmental

performance. In addition to
meeting traditional expectations of
quality, service and price we give
preference to suppliers and
products with better social and
environmental credentials.

Reduction in the use of
Substances of
Environmental Concern
Toyota's global standard promotes

the elimination of substances of
environment concern. Hexavalent

Chromium, Cadmium, Lead and
Mercury have been eliminated
from almost all parts of the Innova,
Corolla and Fortuner at TKM.

Although, there is-no requirement
or law regarding the end of 2
vehicle's life in India, we at TKM
have proactively taken up in early
elimination. This aims at creating a
better and safe environment for
the future generations to come as
the SCCs can be very toxic even
in small concentrations.

Action
Area

Action
Plan

Acquisition of ISO 14001
Certification:

ISO Certification Status of
Suppliers

98.64% Certified

@ Certified 74
& Under Progress 1

Toyota Kirloskar Motor undertakes
the systematic management of
environmental preservation
activities and waorks to
continuously improve them. TKM

TOYOTA KIRLOSKAR MOTOR

2l Sugpiers

Erisusing 100%
Compliance
Apnicetle
Ledal

requests that all suppliers create
the systerns necessary to carry
out environmental preservation
activities and constantly improve
them. To do this suppliers are
requested to acguire the ISO
14001 certification.

Environmental initiatives
related to suppliers
business activities:

In addition to the initiatives taken
by Toyota Motor Corporation
(TMC), Toyota Kirloskar Motor
(TKM) has set ambitious targets to
work on varicus environmental
improvement activities. Suppliers
delivering parts, raw materials and
supplementary materials should
also take an active approach to
environmental initiatives as a part
of their business activities.

togisics
Opumization

Bromote OR and |
reduce
packs

* Compliance with environmental
laws and regulations

= Enhancement of environmental
performance

Reduction of CO2
Emissions and the use of
packing and wrapping
materials in logistics:

The transpartation of goods results
in the consumption of energy and
recducing this consumption of
energy becomsas a major issue.
Thus, TKM undertakes active
measures to reduce CO2
emissions {energy consumption)
in logistics. TKM is also working to
reduce ithe use of packaging and
wrapping materials. The suppliers
involved are also requested to
implement environmental
measures in their logistic activities.

{157 ]
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Economic Performance

The Indian automobile industry
demonstrated its resilience in the
face of a global downturn in 2010
by racking up sales of over 1.95
million cars. During the same
period, TKM has intfroduced new
models like the Fortuner and the
Land Cruiser and achieved an all
time high sales of 63,824
numbers, representing a growth of
36 percent. TKM now has an
impressive array of vehicles all of

which symbcelize the Toyota
touchstone of refined quality and
high dependability. TKM has also
clearly announced its green vision
with its widely acclaimed Toyota
Greenathon campaign and the

introduction of the world renowned

Prius, the only mass produced
hybrid vehicle.

TKM has targeted the growth of its

market share to 10 percent by

Production /

Pradact /
Servites

1. INNOVA
- 2. COROLLA
3 FORTUNER
4. CAMRY

5. PRADO

- 6. LAND CRUISER

| 7.Traded Paris

Cutpuls

2015. This will be achieved
through the launch of its small car
Etios, another first for TKM and
Toyota. This prestigious project
has been executed with an outlay
of Rs 3,200 crore and was recently
introduced in the market. With this,
TKM will be jijbree to reckon with
in the demanging Indian auto
market. :|

s in Mil

TOYOTA KIRLOSKAR MOTOR
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Special Feature - Prius Launch in India

E i

Left: Prius launch at Auto Expo 2010. Right: Appreciation of Prius by Noble Laur
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eate Dr. RK Pachauri [Director-TERI]

Moving forward towards Greener Tomorrow . Toyota Prius for India

Toyota is committed to bringing
the latest technologies to India
that will help reduce the carbon
footprint associated with its
product use. In addition to the fuel
efficient and low emission Petrol
and Diesel engines, Toyota has
introduced the globally renowned
Hybrid Technology in India.

Toyota Kirloskar Motor Pvt. Ltd.

(TKM) launched the latest third
generation Prius in India at the
Auto Expo in January 2010. Toyota
Prius will be imported as a CBU
(Completely Built Unit) and
marketed through its wide dealer
network across India.

Speaking about the Prius launch
in India, Mr. Sandeep Singh, DMD-
Marketing, TKM said, "Through the

launch of the Prius, Toyota is keen
to demonstrate its commitment to
offer the latest eco-friendly
automotive technology to its
customers in India. Since
becoming the world's first mass-
produced hybrid vehicle in 1997,
the Prius has received worldwide
acclaim, and we will continue to
popularize hybrid vehicles
worldwide to further our efforis to

Special Feature : Toyota NDTV Greenathon |l

After a hugely successful first
year, NDTV and Toyota came up
with the second wave of the
'Green Campaign' which included
the 24 hour non-stop television
programming of ‘Greenathon II'.

TOYQTA KIRLOSKAR MOTOR

The first campaign had gathered
over Rs. 2 crore to light up 50
villages in India for TERI's
'Lighting a Billion Lives" project.

The nationwide Green Campaign

was conducted to create
environmental awareness and
Toyota in association with NDTV
telecasted Greenathon I, a 24
hour live non-stop programme
which started at 7 pm on March 6,
2010 across the NDTV network
television channels. The
programme showcasad a series of
on-the-ground activities all over
India.

The 24 hour programming was
hosted by NDTV's Vikram Chandra
and VJ Cyrus Broacha. Priyanka
Chopra, the campaign
ambassador lent her support to
the cause by co-anchoring the
event and urged people to do
their bit for a greener tomorrow.

Ralil =



