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About this Report

This is the 4th Sustainability Report of Indus Motor Company Limited (IMC). It
encompasses the activities and impacts of IMC covering the period of the financial
year 2019, starting from July 01, 2018 to June 30, 2019. IMC equally weighs the
impact and contributions of its non-financial activities along with financial results
to measure the success of the Company during the period. This report includes
information about IMC’s operations covering assembly of Passenger Cars
(Corolla), Light Commercial Vehicles (Hilux) and SUV (Fortuner) of the Toyota
brand, our approach to sustainability, relationship with key stakeholders,
contribution and impacts on economic development, environment and society
and details of our plans and ambitions for the future.

GRI Sustainability Reporting Standards, international best practices and “Ten
Principles” of UNGC guide the compilation of this report. The GRI Standards
Reporting Principles - for defining reporting content and quality of the reported
information — from GR 101: Foundation 2016 have been applied. The information
about the process of defining the Report content and boundaries of the material
topics can be found in the materiality analysis section of the Report. The data
included in the Report is based on scientific measurement on actual basis.
However, where data was not available, estimation has been used. The data
collection and measurement techniques are applied consistently over the periods.
There were no significant changes to the size and structure or ownership of IMC
during the reporting period.

There were no changes in the reporting period, scope and boundary of material
topics. Some restatement/revisions have been made in the Report to correct
some calculation errors. These restatement/revisions are clearly mentioned in the
relevant section where restatements/revisions have been carried out. Last year’s
Report was published on September 21, 2018.

This Report has been prepared in accordance with the GRI Standards: Core option.
The Report is not externally reviewed this year. IMC has plans to get external
review of the Report in future. However, the Report has been reviewed by the
SHE Steering Committee — the highest decision-making forum on sustainability
issues at IMC. The GRI content index is available on page 67. This Report is
available in print and online at www.toyota-indus.com.

Sustainability reporting at IMC is produced annually to share the sustainability
initiatives, activities and impacts along with IMC’s contribution towards the goal
of sustainable development. This Report also contains information about: how
our activities support different SDGs and contains links to the relevant SDGs at
respective pages. We are committed to aligning our activities to support the SDGs
most relevant to our business and play a positive role in society.
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Vehicles Vehicles
Manufactured Sold
in numbers in numbers
65,346 66,211
Production increased by Sales increased by 3% over
4% over previous year previous year

------

~ -

.......

Net Sales Net Profit Water _
in billion rupees after Tax Consumptlon

in billion rupees in m3/per year
Lol 13.7 469,527
Revenues increased by 13% ° b

over previous year

Net profit decreased by 13% Water consumption increased by
over previous year 2% over previous year

Energy. GHG Emissions Community
Consumptlon in metric tons Investment
in GJ

479,758 24,393 mggi’;ees

GHG emissions increased by
Energy consumption increased 12% over previous year
by 17% over previous year

Community investment increased
by 20% over previous year
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Chairman’s Message

Dear Stakeholders,

Mobility solutions are one of the key factors for accelerated
economic growth and industrialization. At Indus Motor Company
we strongly believe in sustainable mobility driving human progress.
Year after year we continue to invest in transformational programs
that provide people with modern and cleaner technologies,
combating climate change, promoting a culture of safe driving and
giving people access to basic needs such as education, healthcare
and food provisioning. With our continued efforts towards the
adoption of Sustainable Development Goals (SDGs) we have
managed to create a meaningful impact through our business and
socio-economic interventions. This approach is strongly manifested
by a 20% increase in our community and social investment in the
year 2019, amounting to PKR 230 million compared to 192 million
in the year 2018.

Climate change is a global burning issue of our time, and remains a
priority on the radar of the United Nations. Global emissions
reaching record levels, increasing temperatures across the globe
and rising sea levels are just some of the causes of increased, air
pollution, heat waves, wildfires and lack of food security globally;
serving as testament to the widespread life-threatening impact of
climate change. Being a mobility company, we believe in creating a
better world for our future generations. Toyota Indus is adopting
cleaner technologies and renewable energy resources to reduce
the impact of our operations on the enviornment. We have also

been working to address the issues of increasing Greenhouse Gases
(GHG), water scarcity and loss of biodiversity, throughout our value
chain. In order to institute a broader implementation of sustainable
practices, we are working with our business and supply chain
partners by deploying resources and conducting trainings that
enhance their capabilities and skillset, whilst increasing their
understanding of sustainability. Our commitment to plant 1 million
trees by 2021 is another tangible measure taken in the right
direction to stop climate disruption and reverse its impact.

The automotive industry is going through a significant change.
Fundamental economic challenges such as a current account
deficit, declining exports, a depreciating currency, increasing policy
and inflation rates are creating an enormous pressure on demand.
However, through its meticulous planning, plant expansion and
upgradation, the Company has managed to attain new benchmarks
even through these trying times. We are confident that we will
forge ahead and deliver customer-centric products with the highest
level of safety and quality, sustain profitability, strengthen the
Toyota brand and capitalize on growth opportunities.

Skill development and innovative thinking is critical in order to solve
current challenges and for building a prosperous future. Our
diversified and inclusive workforce equipped with knowledge and
experience will help us meet stakeholder expectations and deliver
customer delight. We encourage inclusion and participation of
females and differently-abled persons to bring diversity and
innovation to the Company. We fully support volunteering efforts
by our workforce as it not only impacts communities but also
creates a feeling of belonging and accomplishment. This year,
through various initiatives, our employees contributed more than
5,230 hours to volunteering and giving back to communities. We
believe in a shared value approach and through our CSR activities
we have given back to the community in the fields of Education,
Health and Road Safety.

At IMC, we are committed to creating a sustainable future through
mobility solutions focused on solving societal problems, managing
the environmental impact of our operations and supply chain and
investing in an innovative, healthier and educated society.

Ali S. Habib

Chairman
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Chief Executive’s Message
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Dear Stakeholders,

Global economic growth remained steady with a balanced pace of
expansion. However, the risks of escalation of trade disputes,
tightening of financial conditions and increasing climate risks can
harm long-term development. Pakistan’s economy has slowed
down in 2019 on account of currency devaluation, higher policy
rate and rising inflation. In the fiscal year 2019, the automobile
industry showed a decline in sale due to imposition of ban on sale
to non-tax filers which was later done away by the government
and imposition of federal excise duty on luxury vehicles along with
currency devaluation resulting in increase in vehicle prices.
However, despite decline, the Pakistan automobile sector
witnessed investment from around 15 new players which will
result in increased choices, production and broadened after sales
service.

Notwithstanding tough economic conditions, IMC has reached
new milestones in vehicle sales, revenue and profitability in the
year 2018-19. Our sale of vehicles surpassed the 60,000 mark for
the fourth consecutive year, depicting customers’ confidence in
our products. The net profit for the year was PKR 13.7 billion with
a decrease of 13%, compared to the previous year. We
continuously strive to improve production processes, decrease
overheads and increase efficiencies by applying Toyota’s
philosophy of Kaizen or continuous improvement. We aim to
continue to delight our customers by delivering best and safe
vehicles with the support of our business partners and upholding
our efforts in nurturing localization.

Climate change is the important issue of this century which requires
active support from governments and businesses to accelerate
actions to implement the Paris Agreement. Being a responsible
corporate citizen in the automobile sector, we endeavor to better
manage the use of natural resources and reduce the environmental
impact of our operations and of our supply chain partners. We are
aligned with the “Toyota 2050 Environmental Challenge” which
strives to reduce the environmental burden attributed to
automobiles to as close to zero as possible. During the year, our
energy consumption increased by 68,979 GJ while emissions and
water usage increased by 2,527 Mt and 11,039 ms. However, we
affirm to taking suitable measures to reduce the environmental
impact in the coming years.

Our human capital is the cornerstone of our ability to deliver
exceptional performance and meet customers’ expectations. We
invest on our people through training and provide opportunities for
demonstrating their potential to deliver to the maximum potential

Decent and safe working environment and provision of safe
products is the utmost priority of our company. We are dedicated to
health and safety of our operations, our workers and customers in
line with Toyota global practices. Dealers and suppliers, along with
other business partners, support us in meeting our stakeholder
expectations. Support is provided to our value chain partners
through training, guidelines and participation in events. We commit
to work together with our partners for promoting sustainability
practices in our supply chain.

We continued enriching lives of our communities through support
for education, healthcare, promoting innovation, cleanliness and
road safety. Our spending on CSR activities remained 1% of our
pre-tax profit of the preceding year while our total CSR spending
over the last ten years reached over Rs. 1 billion, showing our
commitment to alleviate poverty, promote education and uplift the
unprivileged.

We pledge to support the “Ten Principles” of the United Nations
Global Compact (UNGC) and the Sustainable Development Goals
(SDGs) of the United Nations. This report exhibits our impact on
economy, environment and society along with our contribution to
the “Ten Principles” of the UNGC.

We thank our stakeholders for their continued trust in our brand
and we invite you all for your valuable feedback.

Ali A. Jamali

Chief Executive Officer




Corporate
History

2005

SEPTEMBER

Launch of Toyota
Hilux IMV 4x4
(CBU)

2005

JUNE

vehicle Line-off

2002

FEBRUARY
Launch of 9th
generation Corolla
with 469 local
parts

50,000t vehicle
Line-off

2008

AUGUST

Launch of the 10t
generation Corolla
with 582 local parts

2007

NOVEMBER

Line-off Hilux IMV,
Toyota’s sturdy
workhorse

2006

NOVEMBER

Mr Akio Toyoda
(EVP, TMC) visited
IMC

2004

DECEMBER

Launch of Toyota
Camry (CBU)

2003

SEPTEMBER

vehicle Line-off

Launch of Daihatsu
Cuore, an 800 cc
hatchback

1989

Incorporated as

a joint venture
company between
the House of Habib
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Motor Corporation
and Toyota Tsusho
Corporation of
Japan.
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Start-up Press
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plant
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1993 -
APRIL P

o
Plant

Inauguration

1993

MAY

Launch of the first
Corolla (7th generation)
with 30 local parts

Launch of Hiace
(Deluxe) CBU

1993

MAY

Mr. Eiji Toyoda

(1913 -2013),

known as the legendary
“Father” - of Modern
Toyota and acknowledged
as the architect of the
world famous Toyota
Production System,
visited IMC production
facilities.

NCAP Compliance
100% Dual Airbag
vehicles

CSR Spending

(accumulative

2018

above Rs 1 Billion

Record highest
production 65,280 units
) (Sales 66,211 units)

Robots
Installation in
Paint & Weld Shops

2018 2018

JANUARY

Inauguration

2017

New Paint Shop

SEPTEMBER OCTOBER
Launch of RUSH TRD inauguration
(CBU) at Dealerships

2017 2017

2015

JANUARY

Silver Jubilee

2014

local parts

Cabin

1996

JANUARY

Launch of the first
Toyota Hilux

1996

APRIL

Launch of Corolla
Diesel (2.0D)

Celebrated the

SEPTEMBER

Launch of the
11th generation
Corolla with 777

Line-off the 15t
Hilux 4x4 Double

NOVEMBER NOVEMBER JANUARY
NCAT Machine Launch of New
Installed in PC Fortuner

vehicle Line-off

2016

NOVEMBER

Launch of New

Event Toyota Hilux Revo

2013

FEBRUARY

Line-off the 15t
locally manufactured
Fortuner

2013

DECEMBER

Launch of Toyota
Prius Hybrid (CBU)

Discontinuation
of Daihatsu

Cuore vehicle Line-off

1997
OCTOBER

25,000"

vehicle line-off
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Corporate Profile

Indus Motor Company Limited was incorporated in 1989 as a joint venture company between
certain House of Habib Companies, Toyota Motor Corporation and Toyota Tsusho Corporation.
The Company manufactures and markets Toyota brand vehicles in Pakistan. The main product
offerings include several variants of the flagship ‘Corolla’ in the passenger cars category, ‘Hilux’
in the light commercial vehicles segment and ‘Fortuner’ Sports Utility Vehicle. The Company
also markets genuine parts, motor oil in addition to providing maintenance services through a
network of dealers spread across the country.

The manufacturing facility and offices are located at a 107 acre site in Port Qasim, Karachi,
while the product is delivered to end customers nationwide through a strong network of 46
independent 3S Dealerships spread across the country. Our customers include organizations,
government departments, security agencies and private buyers. There were no significant
changes in the ownership, structure of operations at IMC or its supply chain during the year.

The total number of workforce at the end of financial year 2019 was 3,349 employees. The net
sales for the year 2019 were Rs. 158 billion, while the total capitalization was Rs. 64 billion.
Further details about assets, beneficial ownership and sales breakdown are available on page
92, 122 and 138 respectively of our Annual Report 2019. The total number of vehicles sold
during 2019 was 66,211 units.

Aerial view of Indus Motor Company, Karachi

o

p
(5
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Product Lineup

Toyota’s Global Vision is to enrich lives through mobility, in the most responsible way. This guides our commitment to manufacture
sustainable and safe products that delight our customers and help society to transition to a low carbon economy. The Corolla with
several variants is the top selling car in the passenger category and the Fortuner has been the best-selling model in SUV category. The
Hilux is the leading selling vehicle in light commercial category. IMC also markets imported cars with warranty and after-sales support
through its widespread dealers’ network. We are proud of our growing production operations. Over 29 years, since inception, IMC has
sold more than 875,000 CBU/CKD vehicles.

Corolla Fortuner

Hilux Revo

Manufacture ﬁ'ﬁ| Import
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Land Cruiser
Prado

Avanza Land Cruiser

Hiace Coaster

ﬂ | Manufacture i'ﬁ| Import

11
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Sustainability is central to IMC’s Vision and
Mission. It is articulated in our parent company’s
long standing Global Vision and Guiding
Principles which have been adopted by Indus
Motor Company in Pakistan. Our sustainability
approach is led by our company values -
“sustainable”, “innovative”, “excellence” - and
steered by the Toyota Global Commitment.
Sustainability at IMC is focused on improving
IMC operations as well as managing supply
chain impacts towards achieving balanced
growth. Our commitment to sustainability is
manifested through our “Concern Beyond Cars”
approach which guides on expanding our

sustainable practices beyond core operations,
working with our partners and our
communities to make a positive contribution
towards sustainable development.

IMC, being a mobility solutions company, has
impacts on environment and society through its
operations and use of products by the
customers. Our sustainability strategy focuses on
better management of impacts throughout the
operations and use of products while providing
day-to-day mobility solutions to society.
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Toyota Global Commitment

Toyota global commitment to sustainability is demonstrated through Toyota’s vision and seven guiding principles.

Toyota Global Vision

The Toyota Global Vision (issued in 2011)
Commitment |  REWARDED defines our esteemed values and our

WITH A SMILE
-
-

= o o walily actions to make ‘always better cars’ that

exceed customer expectations and
‘enriching lives of communities’ leading
o to a ‘stable base of business’ to achieve
always a sustainable growth of the company.

better way
-

-

Toyota will lead the way to the future of mobility,
enriching lives around the world with the safest
and most responsible ways of moving people.

Through our commitment to quality, constant
innovation and respect for the planet, we aim to
exceed expectations and be rewarded with a smile.

We will meet our challenging goals by engaging the
talent and passion of people, who believe there is
always a better way.

The Toyota Way

With the rapid growth, diversification and
globalization of Toyota in the past decade, values RESPECT
and the business methods that had been passed on FOR PEOPLE
as implicit knowledge were identified and defined
in 2001 as the ‘“Toyota Way’. Toyota is preparing to
operate as a truly global company, guided by a
common corporate culture. In order to continue
fulfilling its role as the backbone of all Toyota

CONTINUQUS
IMPROVEMENT

. } . Respect Challenge
operations, Toyota will continue to update the B Pe— i
Toyota way in the future to reflect changes in the _leamwork alzen
times to come. Genchi Genbutsu

14
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Toyota Guiding
Principles

Honor the language and spirit of the law of
every nation and undertake open and fair
business activities to be a good corporate

citizen of the world.

TOYOTA

Toyota Guiding Principles embody the thinking of the founder of the Toyota Group,
Sakichi Toyoda, and are the basis of the corporate management philosophy. The
principles are echoed in the commitment to fairness in all corporate activities,
provision of clean, safe and innovative products and respect for the environment
and the culture of communities where Toyota operates.

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

7
.

Dedicate our business to provide clean
and safe products and to enhancing the
quality of life everywhere through all of
our activities.

Create and develop advanced
technologies and provide outsanding
products and services that fulfill the

needs of customers worldwide.

/" Fostera corporate culture that enhances both

/ individual creativity and the value of teamwork,

while honoring mutual trust and respect between
labor and management.

Pursue growth through harmony
with the global community via

. . Work with business partners in research and
innovative management.

manufacture to achieve stable, long term
growth and mutual benefits, while keeping
ourselves open to new partnerships.

Toyota Global CSR Policy

Contribution Towards Sustainable Development

Toyota’s CSR policy is an interpretation of the Guiding Principles at Toyota with a focus on relationships with stakeholders. Toyota aims to build
a corporate group that is admired and trusted by society through ensuring that all employees, including those at consolidated subsidiaries,
recognize and act on our sustainability policy. Toyota also expects its business partners to embrace the spirit of our CSR policy and act in
accordance with it.

Toyota Motor Corporation and its subsidiaries take initiatives to contribute to harmonious and sustainable development of society and the
earth through all business activities that are carried out in each country and region, based on the Guiding Principles. Toyota complies with local,
national and international laws and regulations as well as the spirit thereof and conducts its business operations with honesty and integrity.
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The Toyota Environmental

Challenge 2050

Moving towards a society where people, cars,

and nature can co-exist in harmony

In October 2015, Toyota formulated and announced the Toyota Environmental Challenge 2050 with the aim of going beyond zero
environmental impact, hoping to achieve a net positive impact. Toyota has been striving to reduce the environmental burden
attributed to automobiles to as close to zero as possible, while developing measures to contribute positively to the earth and its
societies with the aim of achieving a sustainable society. The challenge is composed of six individual challenges across three areas:
ever-better cars, ever-better manufacturing and enriching lives of communities. The activities implemented to meet the
Environmental Challenge are outlined in the sixth Toyota Environmental Action Plan, which can be found on the Toyota website at

www.toyota-global.com/sustainability/environment/plan/sixth_plan/.

CHALLENGE # 1

New Vehicle Zero CO2
Emissions Challenge

Reduce global average new vehicle CO2 emissions
by 90% from Toyota’s 2010 global level

CHALLENGE # 3

Plant Zero COz
Emissions Challenge

Achieve zero CO2

issi AFFORDABLE AND SUSTAINABLE
emissions at all plants e il e
by 2050 e

aHA-
alfs

CHALLENGE # 5

Challenge of Establishing
a Recycling-based Society ™\
& Systems

Promote global rollout of end-of life
vehicle treatment and recycling
technologies developed in Japan

CHALLENGE # 2

Life Cycle Zero CO2
Emissions Challenge

Completely eliminate all CO2 emissions, target including
materials, parts and manufacturing from the vehicle life cycle

CHALLENGE # 4

Challenge of Minimizing
and Optimizing Water
Usage

Enact effective wastewater o el
management and minimize water

consumption based on individual
local situations

CHALLENGE # 6

Challenge of Establishing
a Future Society in
Harmony with Nature

QUALITY
Promote global rollout of the EOUCATION
nature conservation activities j
beyond the Toyota Group and
its business partners

As the automobile industry is undergoing a transformation in the shape of electric and driverless cars. Toyota is committed to
continuing to innovate so it can provide safety and peace of mind, security, environmental sustainability, and waku-doki (excitement
and exhilaration that wows you) to its customers. While many of these challenges, in particular advanced technologies to further
reduce vehicle greenhouse gas (CO2) emissions and manufacturing impacts, will be addressed by TMC at its overseas design and
manufacturing locations, we will look for opportunities to support these at a local level.

16
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Our Commitment

Sustainability has long been embedded into our business model, enabling us to grow as a premium choice of our customers. Our
sustainability approach is based on our long-term vision, with strategies to improve IMC operations as well as managing our impacts
in the supply chain towards achieving sustainable growth. Being affiliates of Toyota, our commitment to sustainability is enlightened
by the Toyota Global Vision and Guiding Principles. The “Toyota Way” sets the standards expected from the affiliates and is
supported by our comprehensive corporate governance structure. Our integrated management system policy, health and safety
policy, environment policy and code of conduct are the leading pillars of our commitment to be a responsible corporate citizen.
These guiding documents set the principles for the business activities and conduct of our workforce.

‘ o IMCBOARD o
Sustainability OF DIRECTORS

Management

MANAGEMENT
COMMITTEES @ ----------

Responsibility for sustainability lies with IMC’s Board of
Directors and management team. The Board has the
responsibilities for defining sustainability initiatives and
overseeing progress. The Management Committee “SHE
Steering Committee” takes the lead role on sustainability
for initiation, execution and control of sustainability
activities. The Chief Executive heads the SHE Steering
Committee which formulates the overall sustainability
policies and health, safety and environment framework for
the company. The Committee meets on monthly basis to
discuss, evaluate and guide the sustainability efforts within
the organization and supply chain partners. Performance is
reviewed on a continuous basis and corrective actions are
taken on need basis via efficient and swift decision-making.
The sustainability impact of products and activities and the
strategies proposed by SHE Steering Committee are
discussed and endorsed at board meetings.

SHE
STEERING
COMMITTEE

The sustainability is practiced through compliance with the requirement of our internal management systems within our operations
as well as promotion of sustainability practices at our supply chain partners. Our commitment to the environmental aspect of
sustainability is articulated through our five years’ environmental program based on Toyota Motor Corporation guidelines. Our 6th
Environmental Action Plan (FY17 - FY21) is being implemented in line with Toyota’s global commitment to sustainability. Two key
principles of TPS are: ‘Just- In-Time’ and Jidoka. ‘Just -In-Time’ is the cornerstone of our approach to efficient resource utilization
while increasing productive potential of our workforce. These principles require that we make only what is needed, when it is
needed and in the quantity it is needed, resulting in eliminating waste, including wasted time and effort. Jidoka means ‘automation
with human touch’. It is based on corrective action. It requires that as soon as a problem is identified, production stops and action
is immediately taken to resolve the issue.

Our activities result in impacts which not only occur at our plants but also extend beyond our operations and occur in our supply
chain. In line with our sustainability approach, we work with our supply chain partners to reduce the environmental impacts of our
activities through use of reusable packaging, efficient ordering and delivery of parts and initiatives to reduce emissions and energy
usage by our suppliers. Our dealership engagement program is focused on promotion of sustainability practices at our dealerships.
We have made sustainability a part of Toyota Way in Sales and Marketing (TWSM) Scoring Criteria applicable on all dealerships.

17
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Stakeholders’ Engagement

We understand the important role every stakeholder plays within our business activities. A good relationship with stakeholders not
only helps in meeting their expectations but also in maintaining a competitive advantage in the market. Keeping in view the
importance of stakeholders for our success, we interact with our stakeholders and take their input for important business decisions.
Our primary stakeholders include customers, dealers, suppliers, employees, government and community. Stakeholders are
individuals, groups of individuals or organizations that are affected by our activities, products and services or whose actions and
relationships can affect our ability to meet our corporate objectives.

We identify stakeholders taking into account the elements of dependence, responsibility, influence, diversity and involvement.
Stakeholders are prioritized on the basis of willingness to engage, relationship with IMC, influence and proximity. We regularly
engage with our stakeholder through different departments on day-to-day basis. In addition to regular engagement, need-based
engagement with stakeholders also takes place to get stakeholders’ input on specific issues. Different engagement methods,
including surveys, focus groups, meetings and emails are used during engagements. The stakeholder engagement process is
constantly reviewed by the senior management. The below mentioned list of stakeholders is a fair representation of the

stakeholders that affect or are affected by our business activities.

STAKEHOLDER ~ METHODS OF FREQUENCY  ISSUES/ ACTION ITEMS
GROUP ENGAGEMENT CONCERNS
Customers e Surveys Ongoing e Product availability * Provide quality
e Phone calls e Product & services products
e Emails quality e Competitive prices
e Customer safety e Focus on customer
e Cost and delivery safety and comfort
time
Toyota Motor e Review meetings Ongoing e Compliance with e Compliance with
Corporation and involvement in globally shared Toyota Motor
IMC management metrics, including Corporation metrics
and operations health and safety, e Continuous learning
¢ Toyota global environment and from international
initiatives and forums community network
Dealers e Dealer surveys Ongoing e Product delivery e Better delivery
e Focus groups mechanism management
* Meetings & e Compliance with e Training on compliance
conferences IMC requirements requirement
e Dealer training & e Training on product
support attributes for improving
customer experience
at dealerships
Suppliers e Meetings Ongoing e Technical support e Extend technical

e Quarterly workshops

e Supplier surveys

e Annual Supplier
conferences

e Supplier site
quality checks
e Product safety

support and focus on
Health and Safety
initiatives

Improve quality of
parts and reduce
rejection at supplier
end

18
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Shareholders &
providers of
capital

Annual General
Meeting (AGM)
Extra-Ordinary
General Meeting
Emails

Annual/
Quarterly

Provide regular updates

on business, financial and
operational developments
and performance, including
information on various
initiatives including sales
campaigns, etc.

Employees

Staff meetings
Annual get-togethers
Consultation with
employee represent-
ative groups
Employee satisfaction
surveys

Ongoing

Business strategy o
& Direction

Financial

Performance

Operational o

performance and
productivity

Training and o
education

Health & safety

Continuous investment
in training and education
of workforce
Maintaining excellent
health and safety
standards

Community

Onsite visits
Surveys
Focus group
meetings

Ongoing/
Annual

Education, health, o
and skill development
for community uplift

Commitment to keep
contributing 1% pretax
profit of preceding year
for education, health and
skill development for
community uplift

Government and
industry groups

Meetings
Focus group

Ongoing/
Need basis

Sustainable automobile e
sector

Compliance of laws and
regulations

Compliance with applicable
laws and regulations and
consultation with industry
groups for a sustainable
automobile sector

Media

Interviews
Briefings
Press releases

Ongoing/
Need basis

Insights on business,
market and industry
Financial performance

Provide regular updates
on business developments,
operational performance
and information relating
to automobile industry

New CR Managers Workshop (Dealer)
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Materiality Analysis

The material issues that shape our strategies and business decisions are not only limited to financial issues but also include issues
relating to wider economic, environmental and social impacts. Materiality analysis aids in determining the most material issues for
the organization making sense of sustainability landscape and concentrating actions in these high priority areas. The process involves
identification, prioritization and validation of key sustainability topics showing major impact of the organization on the economy,
environment and society.

Issues relevant Industry Impact of IMC

to Stakeholders specific issues activities and
products

IDENTIFICATION

STAKEHOLDER INCLUSIVENESS
AND SUSTAINABILITY CONTEXT

PRIORITIZATION

Analysis

MATERIALITY AND COMPLETENESS
MATERIALITY

STAKEHOLDER INCLUSIVENESS,

Business Risks Opportunities

Input for business strategy to maximize
opportunities and mitigate risks

Implementation
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The materiality process takes into account our activities and related impacts, industry specific issues and issues identified by
stakeholders. Once the topics are identified, these are shortlisted and reviewed by taking into consideration factors of severity of
the impacts, relevance to stakeholders and our corporate objectives and strategy.

The principles of defining the report content from GRI 101: Foundation (2016) i.e. stakeholder inclusiveness, sustainability context,
materiality and completeness were applied at various degrees during the process. The materiality process resulted in most
important sustainability topics representing our impacts on the economy, environment and society and deemed important by
stakeholders for their decisions.

The results of the materiality determination exercise are summarized in the materiality matrix. The matrix presents the topics in
order of importance to stakeholders and the impact of our activities. The content and scope of the report is guided by the matrix.
The report only covers the impact of the Indus Motor Company Limited’s operations and does not include any impact of associates,
subsidiaries or supply chain partners.

Materiality Matrix

¢ Health & safety
e Economic performance
* Material
* Energy
¢ Local communities ® Emissions
¢ Indirect economic impacts * Water
o Effluents & waste
e Employment and labour relations
* Marketing & labeling
* Human rights
® Procurement practices

e Compliance
¢ Public Policy . ;ratiining anciieducaﬁon
 Biodiversity * Anti-corruption

o Supply chain impacts

INFLUENCE ON STAKEHOLDERS’ ASSESSMENT AND DECISIONS
Moderately

Moderately Highly

SIGNIFICANCE OF ECONOMIC, ENVIRONMENTAL AND SOCIAL IMPACT OF IMC ACTIVITIES
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Boundary of Material Topics

TOPIC
?
MATERIAL TOPICS WHY MATERIAL? BOUNDARY
Economic performance Important for providing sustained returns, making IMC
contribution to economy, payment to workforce and
suppliers and well-being of society through CSR.
Material Important component in product and its impact on IMC
depleting finite materials.
Energy Impact on depleting finite resources and environmental IMC
impact of use of nonrenewable resources.
Emissions Negative environmental impact of greenhouse gases IMC, our customers,
emitted due to our activities and use of products. our suppliers
Water Water is a scarce resource and usage of fresh water IMC
leading to water scarcity in the country.
Effluents and Waste Negative environmental impact of waste handling, IMC
incineration, dumping and transporting of hazardous and
non-hazardous waste.
Health & Safety Directly relate to health and safety of workforce and IMC
customers. Impact the brand in the marketplace.
Employment and Labour Relations Diversified workforce for better productivity and IMC
compliance with laws, international charters and
conventions.
Marketing & Labeling Provision of customer centric product information and IMC

compliance with laws and regulations.

Human Rights

Compliance with laws, international charters and
conventions.

IMC, our customers,
our suppliers

Procurement Practices Opportunities for direct and indirect economic IMC
contribution through localization.

Compliance Avoid noncompliance of laws and regulations. IMC

Training & Education Capacity building, enhancing creative potential of IMC

workforce for increasing productivity and succession
planning.

Anti-corruption

Reducing risks of economic imbalance and compliance
with laws, international charters and conventions.

IMC, our customers,
our suppliers

Supply Chain Impacts

impact of suppliers activities on environment and society.

IMC, our customers,
our suppliers

Local Communities

Socio-economic development of communities and
provision of healthcare, education and food to needy
communities.

IMC

Indirect Economic Impacts

Community uplift through infrastructure investments, skill
development and jobs in supply chain.

IMC
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Mission

VlSlOII IMC’s Mission is reflected in the Company’s
€4 slogan Action, Commitment and

Teamwork to become #1 in Pakistan.
To be the most respected and

successful enterprise, * Respect & Corporate Image
delighting customers with a ek SE QST S BSK

l £ A d e Production & Sales
wide range of products an . Quality & Safety
solutions in the automobile * Best Employer
industry with the best people * Profitability

and the best technology.

)

Core Values

e World class production quality

e Achieving the ultimate goal of complete
customer satisfaction

e Being seen as the best employer

e Fostering the spirit of teamwork

e |nculcating ethical and honest practices
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Code of Conduct

CONFLICT OF INTEREST

GIFTS

All members are forbidden to accept
gifts or borrow money from another
member of the company or from a
Distributor, Dealer, Vendor or a
Customer. Personal gifts given or
received beyond norms of business
etiquette, which are likely to
improperly influence business
decisions, must be avoided.

ENVIRONMENT

To preserve and protect the

¢ Design and operate the Company’s
facilities and processes so as to
ensure the trust of adjoining
communities;

¢ Promote conservation of resources,
waste minimization and the
minimization of the release of
chemicals / gas into the
environment;

¢ Strive continuously to improve
environment awareness &
protection.

25

environment, all staff members should:

Any personal interest, which may affect or might reasonably be deemed by
others to affect an employee’s impartibility, should be declared up front in
writing. The company property must not be used for personal work unless
specific permission is obtained. Each staff member is employed in the company
on a full time basis and therefore, they are not to be involved, directly or
indirectly, in any vocation, business or commercial activity. Any departure from
this can only be made with the written permission of the Chief Executive Officer.

PROPER RECORDING OF
FUNDS, ASSETS, RECEIPTS
& DISBURSEMENTS

All funds, assets, receipts and
disbursements should be properly
recorded in the Books of the
Company. In particular, no funds or
accounts should be established or
maintained for purposes that are not
fully and accurately reflected in the
Books and records of the Company.

r @ T

L A

COMPANY IMAGE

All staff members must avoid
participating in any political activity or
in such personal behavior during or

after office hours, which may bring
disrepute to the Company.

LEGAL PROCEEDINGS

It is essential that a staff member, who
becomes involved in legal proceedings,

TOYOTA

CONFIDENTIALITY &
ACCURACY OF INFORMATION

The confidentiality of information
received in the course of business must be
respected and never used for personal
gain; information given in the course of
business must be honest and never
designed to mislead. Further, all company
affairs are to be treated as confidential
and should not be discussed with third
parties during service with the Company
and after leaving the service.

B

HEALTH AND SAFETY

Every staff member should take
reasonable care to ensure the health and
safety of himself/herself and others who
may be affected by his/her acts at work.
Staff members should not tamper with or
misuse any item provided by the
Company to secure the safety, health and
welfare of its staff and for the protection
of the environment.

©

WORK PLACE HARASSMENT

The staff will maintain an environment
that is free from harassment and in
which all employees / directors are
equally respected. This means any action
that creates a hostile or offensive work
environment and such actions include,
but are not limited to, sexual harassment
and any disparaging comments based on
gender, religion and race or ethnicity.

whether civil or criminal, should immediately

inform his superior in writing.
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Board & Board Committees

We are aware that a good corporate governance structure is integral to our success and in meeting our stakeholders’ expectations.
Applicable laws, regulations, code of corporate governance and Toyota Guiding Principles are the basis for our governance structure.
These elements reinforce our commitment to promote a culture of high ethical standards, integrity, transparency, accountability and
compliance with the applicable laws and regulations. We have a well-established governance structure and system in place
comprising of an integrated management system and a code of conduct.

Board
of Directors

The Board of Directors consists of ten directors, out of which
four directors represent Toyota Motor Corporation and Toyota
Tsusho Corporation of Japan. Six directors are non-executive
directors, three are executive directors and one is an
independent director. The Board Members are well qualified,
competent and have diversified experience and expertise in
the fields of engineering, business, management, finance and
economics. The Board Members are elected every three years
while any casual vacancy is filled by the Board of Directors as
per applicable laws and regulations. For more details about
the profile of the Board of Directors, refer to page 18 of
Annual Report 2019.

IE PEACE, JUSTICE

AND STRONG

INSTITUTIONS
.
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Board
Committees

The IMC Board of Directors is the highest governing body
responsible for implementation of corporate governance
policies and procedures and reviewing overall company
performance against defined objectives. In order to effectively
focus on important issues requiring deliberation and
discharging its duties effectively, the Board has formed various
board committees. The board committees have their own
mandate, objectives and responsibilities. The board
committees meet as required to oversee the business in
specific areas. The committees report their activities to the
Board of Directors and prepare board meeting agenda for their
respective areas.

The board committees are audit committee, human resource
and remuneration committee and ethics committee. The
management committees comprise of investment committee,
marketing committee, technical co-ordination committee,
ACT#1 management committee and Safety, Health and
Environment (SHE) Steering Committee. The board
committees are supported by the executive level committees
which report to the board committees and assist in discharging
their obligations.
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Risk & Compliance

Toyota’s Principle “Honor 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” is the guiding pillar of our risk and
compliance mechanism.

Our external environment is constantly changing on account of weak economic indicators including currency devaluation, current
account deficit and low tax collections leading to macro-economic instability. These factors are posing risks to our complex
operations which are directly affected by any change in economic conditions and decrease in disposable income of our customers.
Our operations are also subject to risks on account of climate change due to increasing emissions from growth in number of new
vehicles on the road and recent debate on introduction of carbon tax. We are fully aware that these risks are critical and require
adequate strategies to overcome the negative impacts on our operations. Our risk management system assesses risks and
opportunities in the context of the broader political and macroeconomic environment faced by IMC and divides these risks in
categories of strategic, regulatory, financial, operational, reputational, and sustainability risks. The audit committee reviews the
risks and recommends the course of action to the Board for review and discussion in Board meetings. Based on the discussion in
the Board meetings, appropriate strategies are formed and implanted to manage the risks effectively.

Our corporate activities and our relationship with supply chain partners are governed by our strong internal compliance culture.
Toyota Guiding principles are followed to comply with requirements from Toyota, local laws and regulations and meet our
stakeholders expectations. Our risk management system is aligned with TMC's Toyota Global Risk Management Standards (TGRS)
which defines risk as the effect of uncertainties in meeting the expectations of stakeholders while heading towards achievement of
the corporate vision. The risk management strategy and responsibilities are designed and communicated to the respective process
owners to address risks at operational as well as strategic levels which have resulted in better risk reporting and management.

IMC is subject to various laws and regulatory controls, voluntary initiatives relating to taxes and duties, employment practices,
health and safety, environmental, product safety and marketing communications. IMC’s approach to risk management and
compliance is preventive and is primarily focused on compliance with applicable laws, regulations and voluntary codes and
initiatives. The risk management approach is constantly reviewed internally. Based on the review results, the approach is adjusted
accordingly to overcome the shortcomings, if any. During the year, no significant fines or non-monetary sanctions for
non-compliance with the laws and regulations occurred.
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Commitments & External Initiatives

IMC is committed to follow and support following external international initiatives, charters and principles, in addition to our

internal charter, code of conduct and guidelines.

d,ua.'-t r% I—-_: 5 s
‘@ @)
B SUSTAINABLE
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-
WE SUPPORT 1'“'E';:::-":.4'-'_":I';":' GﬁALS

IMC is a member of the following industry associations. IMC does not hold any position at these associations. IMC only supports
these associations through sponsorships and participation in various programs organized by these organizations.

e Karachi Chamber of Commerce and Industry (KCCl)

e Federation of Pakistan Chambers of Commerce and Industry (FPCCI)
e Overseas Investment Chamber of Commerce and Industry (OICCI) A
e Pakistan Auto Manufacturers Association (PAMA)

e Pakistan Business Council
e Habib University Foundation

e Bin Qasim Association of Trade and Industry
e Landhi Association of Trade and Industry

We are aware of
precautionary principle
of Article 15 of Rio
Declaration on
Environment and
Development and are
committed to fulfilling
our responsibility
towards risk
management in business
planning and product
development.

We apply precautionary
approach to reduce the
environmental impact
of our operations and
products through
research and
development,
modernization and
adoption of cleaner
technologies.

EYZELLE=ICE.

( N
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Awards & Accolades received
2018-19

Awards are not only the recognition of good work done but also serve as motivation for the
organizations to do more better in its sphere of activities. Highlighted below is the list of a
wide range of external awards received by IMC during the year 2018-19. (Awards received
in the past have been mentioned in our Sustainability Report 2018):

during

e Corporate Excellence Award 2018 (1st Position in the overall Industrial Category by the
Management Association of Pakistan)

e Overall Most Outstanding Company and Most Outstanding Company in Automobile and
Components Sector in Pakistan 2018 by Asiamoney Publication, United Kingdom

e The Global SAP Innovation Award 2019 in Process Innovator category.

e Business Sustainability Award 2018 in recognition of its best practices in embracing
SDGs and integrating the “Ten Principles” of UNGC (1st Position in Multinational
company category by United Nations Global Compact, Network Pakistan)

e Corporate Social Responsibility Award 2019 in the category of Sustainable Initiatives by
the National Forum for Environment and Health, Karachi.

e Consumer Choice Award - Corolla GLi 2018 and Toyota Fortuner 2018 by the Consumer
Association of Pakistan as a grand tribute in cognizance of consumer product/corporate
quality and features benefiting the consumers and the general public

e CEO of the Year Award 2018 by the Consumer Association of Pakistan for demonstrating
exemplary vision, business acumen and success in delivering sustained performance

e Best Leadership Award 2018 by the CEO Club Pakistan recognizing the leadership of Mr.
Ali Asghar Jamali, due to which IMC stands for highest standards of professionalism,
immaculate leadership and credibility

e Annual Environmental Excellence Award 2019 by the National Forum for Environment
and Health, Karachi.
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Economic Performance

Economic performance is fundamental for business success. It brings economic stability and enables us to pursue the agenda of
sustainable development. The dwindling economic conditions in Pakistan coupled with currency devaluation, reducing purchasing
powers on account of higher inflation, increasing cost of financing and new taxes and duties have impacted the financial performance
of the company, leading to reduced profitability. A strong and consistent financial performance is the key for better economic
performance in shape of local hiring, spending on local suppliers and payments to providers of capital, employees and government.

The integrated management system, company policies and objectives along with Toyota Guiding Principles, guidelines and Kaizen
techniques for continuous improvement are the guiding pillar for delivering sustained performance over the years. IMC operations have
direct and indirect economic impacts attributable to our activities of car assembling and sales of parts and services. Direct economic
impacts are the payment of dividend, interest, taxes and duties, salaries and benefits to employees, local procurement and spending on
our communities. IMC’s indirect economic impacts are increased investments in the allied sectors, new jobs in supply chain, and
increase in productivity of different economic sector through mobility solutions and economic development in plant site adjacent areas.

Corruption is a serious risk which results in abuse of human rights and undermining the rule of law. IMC has in place a risk management
system along with the policies and procedure to combat corruption risks in its operations. IMC code of conduct prohibits corrupt
practices while the compliance is regularly reviewed through the internal audit department. Internal audits are carried out on regular
basis and the results are communicated to the audit committee for appropriate action. In 2018-2019 all operations were reviewed for
risks related to corruption and no incident of corruption occurred. IMC employees are regularly trained on various topics related to their
daily activities, including training on anti-corruption.

The Board of Directors is the highest body responsible for economic impact of IMC operations. The objectives, policies and targets are
discussed and approved by the Board of Directors. The execution and decision-making on day-to-day company affairs is the
responsibility of the Chief Executive. The economic performance is reviewed on quarterly basis at Board Meetings and appropriate
actions are taken by the Board. More details about Board meetings and financial statements are available on page 72 and 92 of Annual
Report 2019.

IMC financial performance for the year 2019 depicts a significant increase in revenues. However, the profits have declined due to
economic slowdown, current devaluation and increasing interest rates. The revenue increased by almost 13% to Rs 158 billion from Rs
140 billion compared to the previous year ended June 2018, while profit after tax declined by 13% to Rs 13.7 billion from Rs 15.8 billion
posted for the same period last year. For detailed information on financial performance for the year 2019, refer to Director’s Report
section of the Annual Report 2019 on page 46.

GENDER
EQUALITY

INDUSTRY, g RESPONSIBLE
INNDVATION AND
INFRASTRUCTURE EHHSP%MI]'IJ]HE%‘II]N

PEACE, JUSTICE DECENT WORK AND
AND STRONG

INSTITUTIONS ECONOMIC GROWTH
.
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Economic Value Generated & Distributed

2019 2018 2017 2016
DIRECT ECONOMIC (Rs. In Millions) (Rs. In Millions) (Rs. In Millions) (Rs. In Millions)
VALUE GENERATED
Revenues 195,690 172,728 139,275 134,212
ECONOMIC VALUE
DISTRIBUTED
Business Partners 123,494 103,581 83,556 82,869
Employees 2,590 2,852 1,937 1,626
Capital Provider 9,315 11,576 9,437 7,937
Government 52,308 48,843 38,606 36,478
Community 230 191 174 141
187,937 167,043 133,710 129,051
ECONOMIC VALUE 7,753 5,685 5,565 5,161
RETAINED

Economic Value Distribution

123,494 103,581

2019

@® Business Partners | @ Government | @ Capital Providers | @ Employees | ® Community

Auto-Development Policy 2016-21 governs the auto sector in Pakistan and has provided different incentives to the auto industry.
However, during the year, IMC did not receive any financial assistance from the government.
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Organization’s Defined Benefits

IMC provides different defined benefits to the workforce, including provident fund
and pension fund. Employees contribute 10% of the basic salary in the provident fund
and the same proportionate amount is contributed by IMC on a monthly basis. IMC
contributes 9% of the basic salary of employees to the Pension Fund. A separate

Durlng the year, IMC Spent Pension Fund is maintained to meet the liabilities of pension. 77% of plan liabilities are
RS 192 mﬂlion on deﬁned expected to be met by the Pension Fund Assets based on the actuarial assumption

made in June, 2019. The Provident Fund balance is paid when the employee leaves the

beneﬁt plans Compared to organization. During the year, IMC spent Rs 192 million on defined benefit plans
RS 170 mﬂliOn Spen'[ compared to Rs 170 million spent in 2018.
in 2018.
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Our Dealers

Dealers are the public face of IMC and critical partner in our success in the marketplace. Our work with dealers is focused on
improving dealership experience of our customers and helping dealers to better manage their economic, environmental and social
impacts in line with our supply chain sustainability strategy. Our dealers provide employment, pay taxes, serve customers through
sales and aftersales services and support communities. We support dealers with trainings and provision of guidance for operational
improvements and increasing customer’s experience.

Our dealership network consists of 46 Toyota 3S dealerships nationwide. The dealerships are independently owned and operated. Our
products and services such as new cars, spare parts and service (maintenance) are available at all our 3S dealerships. In addition, we
have introduced T-Sure or Toyota Sure service at our dealerships where customers have option to buy or sell their Toyota vehicles with
complete peace of mind. Our total Toyota Sure dealers at the end of the year were 36 out of which 1 was added during the year.

Changing market conditions coupled with increased competition require state-of-the-art services. In order to deliver exceptional
services, we engage with our dealers during the year through trainings, workshops, certifications and Kaizen projects. Surveys/audits
are carried out by third party auditors against defined performance metrics. Based on the survey/audit results, corrective action is
planned and communicated to the dealers to overcome shortcomings.

The Annual dealers’ conference is one forum to recognize the dedication and commitment of our dealers. The dealers delivering
exceptional performance against defined KPIs are awarded at the conference. At IMC, we take pride in our dealership network which
helped Toyota in becoming the first choice of customers.

TOYOTA 3S DEALERSHIPS
NATIONWIDE

V Trainings

Vv Workshops
Vv Certifications
V Kaizen
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To deliver state-of-the-art after sales services as per Toyota’s

Standards, a comprehensive technical training program Toyota

TEAM 21 (Toyota Technical Education for Automotive Master ;
21st century) is a pre-requisite for Toyota dealers’ technicians. Our 100% dealeI:Shlps
The program consists of four training categories; Toyota have TOYOta CertlﬁEd
Technician, Professional Technician, Diagnostic Technician technicians at the end
(Engine, Chassis & Electrical), and Diagnostic Master Technician Of ﬁnancial year 2019.
(Engine, Electrical + MPX & NVH). Our 100% dealerships had

Toyota-certified technicians at the end of financial year 2019.

Toyota Dream Car Art Contest

The 13™ TOYOTA DREAM CAR ART CONTEST

Toyota Dream Car Art Contest is organized annually by Toyota Motor The six-member independent jury comprising educators,
Corporation. The Contest, which is open to kids under 16 years, is painters, curators and visual artists selected the regional and
intended to use their imagination to create the car of their dreams in national winners and the top 9 artworks from Pakistan to enter
the form of art. From its humble beginnings in 2015 and with two the World Contest in Japan. The Company celebrated the 39
World Winners, the Toyota Dream Car Art Contest has evolved into winners who came from twenty-five Dealerships across the
becoming Pakistan’s biggest drawing competition for children. country, awarding those certificates and medals at the grand
During the contest, almost 48,500 artworks were received from Award Ceremony in Lahore. The top 30 winners of the World
across Pakistan from over 1,550 schools, maintained Pakistan’s Contest get a five day, all expenses-paid trip to Japan with their
worldwide 3d position for highest artworks. parents. Exposure to Japanese culture and its world-renowned
hospitality plus the opportunity to make new friends, has
One of the special features of the Local Contest is the active far-reaching results on their mental development.
participation of children who are differently-abled. The company has
created the Royal category to encourage them, which as a result of World Winner: This year IS Very
the relentless efforts of the Dealership Customer Relations teams, SpGClal as the World Contest, held in

saw an increased participation of 41% over the previous year. The

artwork of Palwasha Azeem from Rahim Yar Khan for her 'Lantern ]apan’ announced two WOﬂd Winners

Car' and 13 year old boy Ibrahim Kureshy from Lahore for his 'Car of from Pakistan in two age Categories Viz.
Invisibility’ were the World Contest Winners.

© 810 Years Category 12-15 Years Category

Palwasha Azeem Ibrahim Qureshy
from Rahim Yar Khan from Lahore
(Toyota Royal Motors) (Toyota Sahara Motors)
for her “Lantern Car” for his “Car of Invisibility”

A\ won the Bronze Award. won the Bronze Award.

Winners of the 13th Toyota Dream Car Art Contest with Vice Chairman Indus Motor Company and Dealers 34
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Promotion of Environmental Management at Dealerships

We are aware that the boundary of environmental impact of our activities includes our dealerships. Moreover, being a responsible
corporate citizen, we require our dealerships to adopt sustainability practices in their operations as without managing the impacts
in supply chain, we cannot contribute effectively towards the goals of sustainable development. We equip our dealers with best
practices on health and safety, environment, labor practices, human rights and contribution to society which has helped in
managing supply chain impacts.

Dealer Environmental Risk

Assessment Program (DERAP)

Toyota Motor Corporation’s environmental standard for
environmental risk management is implemented at our dealerships
service workshops to manage the environmental impact of our
dealerships and ensuring compliance with the Toyota Standards. A
total of 42 (about 91%) of our dealerships are DERAP-certified while
the remaining are under the certification process. Waste
management system is in place at our dealerships to treat
hazardous waste and waste water at dealerships. Moreover, all
dealerships have recovery and recycling equipment installed for
CFC/HFC released from air conditioners to protect the environment.

Green Dealer

Green Dealers Program, to improve the environmental systems and standards at
dealerships and further reduce the negative environmental impact of dealership
activities, was launched for DERAP-certified dealers. The program objective is to provide
an optimal solution for the Environmental Management System after implementation of
DERAP and introduce new techniques and procedures for personnel safety. Our 40
(about 87%) dealers are certified under the Green Dealer Program while the remaining
are under the process of certification.

In addition to participation in various activities and programs focused on managing
environmental impact, our dealership network also contributes toward betterment of
local communities at dealerships through their CSR activities.
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Sustainability Practices at Dealerships

“One-Car-One-Tree” Concept
(Toyota Highway Motors)

Toyota Highway Motors pioneered the
“One-Car-One-Tree” concept years back
for inspiring and encouraging customers
for tree plantation activity on sustainable
basis. For value addition, the dealership
invited various prominent celebrities on a
cup of tea for dedicated tree plantation
endeavors. This Dealership has taken a
lead of meeting their target of their part
@® for IMC’s Million Tree Plantation Drive.

“Beach Cleaning Drive”
(Toyota Creek Motors)

Inspired by the Sustainable City Drive of
IMC, Toyota Creek Motors conducted
Beach Cleaning Drive at Sea View, Karachi.
The objective behind this Cleaning Drive is
to promote environmental awareness and
ownership in building a sustainable
society and to inspire individuals and
other corporates to own the cities of

@ Pakistan.

“Plant-in-Pot” Campaign
(Toyota Hyderabad Motors)

Inspired by Million Tree Plantation Drive
of IMC, Toyota Hyderabad Motors
initiated “Plant-in-Pot” Campaign with the
aim to foster a sense of civic
responsibilities, awareness and
ownership. All visiting customers including
T-Sure business were engaged through
provision of sapling at the time of
purchase of vehicle. So far, 250 Saplings
have been handed over to customers.

“Smog & Fog Awareness”
(Toyota Faisalabad Motors)

Our dealer Toyota Faisalabad Motors
carried out a three-day campaign to
create awareness about safe driving in
smog and fog for the safety of human
lives. During the campaign 10,000 leaflets
and 2,000 stickers were distributed.

@@®D sustainability Report 2019

“Blood Donation Camp”
(Toyota Eastern Motors)

Continuing the legacy of serving the
humanity better, Toyota Eastern Motors
organized a Blood Donation Camp for full
day at Dealership. Management and cross
functional employees donated their
blood. Sufficient bottles of blood were
collected by the Indus Hospital, Karachi.

“Beat the Heat”
(Toyota Central Motors)

TCM setup a stall of Cold Water and
Lemonade outside the dealership aiming
at providing cold fresh water and juice to
the people passing by the road, so that
they can quench their thirst and prevent
themselves from the harsh consequences
of weather such as heat stroke. It was
arranged on humanitarian ground based
on the forecast of the Meteorological
Department, which stated that during the
first three days of May, maximum
temperatures during the day will range
from 40 to 42 degrees Celsius, and wind
flows will be from the north/northwest.

36



Our Customers

o 080011123
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Customer loyalty is the basis for our long-term success and growth in the competitive automobile market in Pakistan. With the
prospective rollover of new cars by new players in the automobile market in coming years, vibrant customer management and
customer satisfaction will be the key differentiating factor for any automobile player. We know that a good customer experience is
essential for our success and brand reputation. To better understand our customers requirements, we regularly interact with our
customers through our dealerships as well as direct interaction for meeting their expectations and improving their experience of our
products and services.

Our approach to customer management is governed by Toyota Global CR standards which are applicable at IMC and at all our
dealerships. Our customers expect high quality products meeting customer’s safety and comfort requirements. We take into
account the customers needs and feedback during design, manufacturing and after sales to handle quality and comfort issues raised
by customers. We have inherited a culture of collaboration and continuous improvement from Toyota which helps to make
continuous improvement in our products for delivering exceptional customer experience. An integrated technology platform
GENESIS is installed at our dealerships for improving customer experience and handling customer grievances on the most relevant
product and service aspects. Our customers can also contact us through our dealerships on any issue related to product and services.
We have a dedicated line 080011123 in Customers Relations department for handling customer suggestions/queries and
complaints. The input is constantly monitored and forwarded to relevant departments for swift action as per need.

Our customers experience a complete ownership experience though our Customer First department which deals with parts and
after sales services. We provide genuine spare parts to our customers through our dealerships and selected retail outlets which is
well received by our customers. Provision of genuine parts and quality services to our customers not only increases customer
satisfaction but also builds more trust in the Toyota brand.

Safety of our customers, vehicles and public is a prime concern for us on account of diverse driving habits and rough roads coupled
with extreme weather conditions. Our campaigns on product safety and inspection of vulnerable parts help our customers to better
manage their vehicles and ensure safety of all.

We have a dedicated line

Customer being welcomed at Dealership

in Customers’ Relation
department for handling

customer suggestions/
queries and complaints.




TOYOTA

@@®D sustainability Report 2019

We regularly interact with our customers to gauge customer satisfaction levels related to products, parts and services.
This helps in overcoming issues, if any, to ensure continuous support of our customers in keeping our pride of most
reliable brand in automotive industry in Pakistan. Customers’ satisfaction index research is conducted annually to
collect data to evaluate our performance on key indicators and pinpointing areas of improvement.
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Toyota-IMC organizes the annual Customer
Satisfaction Kaizen Evolution Cup (CSKE) which is
attended by all qualifying dealerships and their
principals, guests from Toyota Motor Asia Pacific,
and IMC top management. The theme of this
year’s CSKE was “1 Million Interactions”, which is
a part of the Vision 2020 to serve and engage
with over a million Toyota-IMC customers. The
objective of the event was to cultivate and
sustain the Kaizen philosophy and mindset
across dealerships nationwide and to focus on
developing human resources and training
dealers’ staff in the concepts of the Toyota Way,
Toyota Business Practices, and Kaizen Culture
Development.
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Our Suppliers

Long-term profitability depends upon vibrant supply chain management. We believe that integration of sustainability in our
supply chain is vital for our success, brand reputation and meeting customers expectations. We collaborate with our supply
chain partners based on their overall strength and work on sustainability for mutual growth. With various development
programs focused on supply chain, we not only create financial benefits for our partners but also help in securing a
competitive advantage in the market.

We procure materials and services from international as well as local suppliers. Our procurement is mainly categorized into:

e Sourcing of CKD and CBU from Toyota Motor Corporation and parts from abroad;

e Direct and indirect purchasing of locally manufactured parts and material to produce vehicles;

e Locally procured service parts and accessories to support aftersales service; and

e Purchasing of goods and/or services to support the operations, maintenance services and corporate services.

Local product related suppliers are OEM level automotive part suppliers in the categories of resin, rubber, electrical, sheet
metal, assembly, and others. Our suppliers are located in Sindh, Punjab and Balochistan. We have a total of 45 Tier-| parts
suppliers and 7 consumable suppliers. Our supply chain is highly labor-intensive involving manual to semi-automated
production line. Our total payments to our supply chain partners on account of purchase of goods and services were
Rs.123,494 million, which were 19% higher compared to the year 2018. During the year, our 37% procurement was made
from local suppliers compared to 42% in 2018.

IMC has been following parts localization program over the years to promote industrial development for availability of new
technologies, job creation, skilled labor and contribution to economic development. IMC is actively engaged with its supply
chain partners to help them meet the Toyota standards of safety and quality for local parts. Our close collaboration with our
supply chain partners has encouraged them to make investments in production lines fully dedicated to manufacturing
high-tech parts for our products. Our new Toyota Corolla consists of 727 parts and components manufactured locally.
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Promotion of Environmental
Management at Suppliers

We have always extended support to our suppliers in the areas of safety and environment, quality and productivity and
good labor practices. Our corporate values, Toyota Quality Standards, our sustainability guidelines, ‘Just-In-Time’ techniques
and Kaizen culture to reduce parts rejection and bring improvement in business processes and profitability, are
communicated to suppliers. We work closely with suppliers on Kaizen (continuous improvement) culture and compliance
targets to ensure conformity to all applicable laws and regulatory requirements. Regular assessments are conducted to
ensure that all suppliers are in line with IMC vison, strategy and targets. Our supply chain department coordinates with
supply chain partners to promote sustainable practices in the supply chain.

Toyota Green Purchasing Guidelines (GPG)

Toyota ‘Environmental Purchasing Guidelines’ were developed in March 1999, which were further revised for improvement
in March 2006 as ‘Green Purchasing Guidelines’ [GPG]. In accordance with Global Challenge 2050 and taking the changing
environmental regulations into consideration, the GPG were revised in January 2016. Green Purchasing Guidelines help in
reducing the environmental footprint throughout our supply chain. The guidelines have been communicated to suppliers
to motivate them to reduce environmental impact of their operations to establish society in harmony with nature.

We have been working with our suppliers to eliminate the packaging material from our supply chain by shifting to
returnable trolleys for supplying parts to IMC. Our green purchasing guidelines restrict following substances for packaging
materials according to the Toyota Technical Standards TSZ0001G "management, practice latest edition of the environmental

load material".
The Green purchasing guidlines are aligned with Toyota’s Six Global Challenges.
e lead
e Cadmium
e Mercury

e Hexavalent Chromium
e PBB (Polybrominated biphenyls)

e PBDE (Polybrominated diphenyl ethers) CHALLENGE 2 CHALLENGE 4 CHALLENGE 4 CHALLENGE 6
. Reduction of Reduction of Promotion of Establishing
¢ Deca BDE (Decabromo dlphenyl Ether) green house gas impact on Resource Society in Harmony
e HBCD (Hexabromocydo dodecane) emission water environment Recycling with Nature
e PFOS (Perfluorooctane sulfonates) !
e Asbestos Eé;avki’:ggm:z%a?f Management of Compliance with
. Management Chemical Environmental Laws
e DMF (Dimethylfumarate) System Substances* and Regulation*

We encourage fair labor practices at our suppliers and we do not engage with suppliers who encourage child labor and
forced and compulsory labor. 37 of our suppliers are 1ISO 14001 certified. Currently, we do not have in place a criterion for
supplier social assessment. However, we have environmental assessment criteria for selection and monitoring of our
suppliers. The new suppliers are selected through a process involving shortlisting, screening against criteria and
confirmation from supplier for compliance against criteria. The monitoring is carried out through suppliers’ audits and
evaluation against KPIs followed by agreed actions for improvement.

corrective
action

)

supplier criteria to supplier
selection suppliers confirmation

evaluation
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Automotive Market & Toyota Brand
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This year, we completed another successful business year on account of our strong brand reputation. Our brand direction and
marketing activities are guided by Toyota’s core global values which require compliance with applicable marketing communication
and advertisement laws and voluntary codes. Our brand management strategy requires that accurate and reliable information on
product features, services and practices is disseminated to our customers and other stakeholders. We ensure compliance with our
strategy through an internal review process to confirm that only accurate information on product and services is shared.

The Toyota Guiding Principles to produce reliable vehicles and the sustainable development of society through ever-changing
innovation and the provision of high-quality products and services require shift in the conventional business model to meet
growing customer expectations. We endeavor to form a lasting relationship with our customers by offering peace of mind and
unique buying experience and owning and driving a Toyota vehicle. Our Customer First Approach from Toyota, working on
localization, creating new jobs, skills and contribution to economic development coupled with our work for promotion of
technology among engineering graduates and spending on local communities have supported our brand. At IMC, we are
committed to continuing our activities for the betterment of our stakeholders and strengthening of our brand in the competitive
market. The brand strength is monitored through surveys across our dealerships, suppliers and industry-wide business. The
strategies are adjusted accordingly for delivering better customer experience and maintaining brand strength.

Vehicle safety is one of the utmost priorities at Toyota. In line with the ‘Safety First’ philosophy, IMC provides detailed information
to customers on product attributes, safe use, environmental impact and disposal of the products. The owner manual incorporates
information regarding driver and passenger safety, vehicular features and technical and maintenance information. To ensure the
safety of the consumer, a video is provided, which underlines all the safety attributes of Toyota Vehicles. IMC is proud to share that
all the CKD vehicles are equipped with safety features which are equivalent to 4 star ASEAN NCAP quality standards. Over a span
of 2 years, IMC has continuously made efforts to increase safety awareness and educate the users about the correct usage of safety
specifications. Along with NCAP (New Car Assessment Program), IMC also promotes its Safety mascot THUMS (Total Human Model
for Safety) over digital and other platforms to educate viewers on the safety features provided in all CKD variants.

In order to further promote safety features among customers, regular safety campaigns are carried out throughout the year at our
dealerships to discuss safety features information and product attributes. The Toyota Safety mascot "THUMS (Total Human Model
for Safety)" is also promoted during the campaigns which contains the details of some driving tips and safety features, including
Anti-Lock Braking System, Dual SRS Airbags and child ISOFIX seat anchors.

In line with its growth strategy, brand management in the market place and to cater to higher
production volume, the extension of Paint Shop, PT.E.D and Painting Booth was completed during
the year along with installation of robots in Weld Shop and Paint Shop.

The details about the source, safe use and disposal of the product also include Toyota genuine parts and Toyota genuine motor oil.
We also follow ASEAN NCAP (New Car Assessment Program) in addition to applicable laws and Toyota Guidelines. Toyota Genuine
Motor Oil is blended as per TMC's guidelines which are benchmarked on American Petroleum Institute (API) and the Society of
Automotive Engineers (SAE) International standards. All our products are subject to compliance with the law and voluntary
guidelines. Compliance is assessed on a regular basis. During the year, there were no incidents of non-compliance with regulations
and voluntary codes concerning product and service information, marketing communications, including advertising, promotion,
and sponsorship. Moreover, no complaints of breach of customer privacy were reported during the year.
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Environmental Performance

Environment management practices are vital at all levels of business operations. The automobile industry has complex operations of
cutting, welding, assembling and painting in the production process which directly impact the environment. The automobile sector is
the perfect example where automation and improved processes can reduce cost and minimize the environmental impact. Automation
in shape of digital manufacturing is expected to reduce the environmental footprint of manufacturing operations. However, the
environmental impact of products requires commitment from all players, including government and refineries for upgrading fuel
standards in Pakistan.

At IMC, we are aware that our operations, products and supply chain partners have significant environmental impact and we are
dedicated to effectively managing the negative environmental impact of our operations and in the supply chain. The material topics
showing our significant environmental impact have been identified taking into account interaction of our business activities with the
external environment, severity of impact and results of stakeholder engagement. The material topics are listed on page 22 which also
shows the reason these topics have been categorized as material.

Toyota’s philosophy and policies on the environment which are based on Toyota Guiding Principles underpin our strategy and policies.
We are also guided by the “Toyota Global Environmental Challenge 2050” while devising our strategies for environmental management.
Our environmental policy has been revised in 2019 along with our five years plan implemented at our operations for managing our
impact on the environment. Our policy also forms the basis for new investment in technologies and upgradation of existing facilities.

The Safety, Health and Environment Committee which is headed by the Chief Executive is responsible for environmental management
at IMC. The Committee mandate includes developing guidelines, procedures, reviewing performance against targets, taking appropriate
decisions and fixing the responsibility for environment, health and safety-related issues. Our approach to environment management is
proactive to reduce our environment footprint through adoption of cleaner technologies and efficient management of resources.

The responsibility for implementation and monitoring compliance with policies and applicable laws rests with Manager SHE. Our
production plant is ISO 14001 certified which helps us in identification of risks and opportunities in time to take appropriate decisions
accordingly. We regularly carry out training on health, safety and environment topics related to our operations to update the knowledge
of our workforce and effective management of the activities. We are aware that only management of environment impact at our
operations is not sufficient as some of our impact lies in the supply chain. We work with our supply chain partners to reduce the impact
of their operations by taking appropriate steps in line with our environmental policy and guidelines.

Our management approach is evaluated through external certification and Toyota Global Environmental Management System Audits,
internal performance reviews against targets and compliance with applicable laws. We take appropriate corrective action based on the
evaluation results, where required.

IMC commitment to keeping its environment targets 20% below legal requirement along with its continuous spending on environmental
management has resulted in zero non-compliance with environmental laws and regulations during the year. We spent Rs 321.75 million
on remediation, prevention and environmental management in 2019 compared to Rs. 442 million in the year 2018. Major expenditures
include Rs. 180 million on spot cooling process — a very rare facility in production plants- for the comfort of workforce and environmental
control in open atmosphere, Rs. 84.8 million on renewable energy (photovoltaic) and Rs. 3.0 million for installation of LED lights.
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Toyota Global Environment Month

An Environment Month is celebrated every year in June. This
year the theme was “SAVE RESOURCES FOR TOMORROW"”. Af® SAVE RESOURCES FOR TOMORROW

E rretrgerr=san Masnbls Fv 20 £

The purpose is to create awareness and remind people about
their social responsibility towards the environment. Besides
training and awareness, it creates competitive environment for
employees and their families for sustainability in society
through increased awareness. Focus activity in this month was
to give awareness about conservation of energy & water
resources and to promote 3R (reduce, reuse, recycle) activities.
Other than this tree plantation was done inside, outside IMC &
in the Port Qasim region. Schools and Universities actively
participated in the Environment Month activities to show
commitment towards Environment protection.

Using Natural Resources

Materials Usage Fuels &

WEES consumable
liquids

Natural resources drive economic development. With the
recent expeditious use of resources and over-exploitation
of natural systems, we commit to using the available
resources wisely not only for economic benefit but also for
the coming generations. Different materials and chemical
substances are used in vehicle manufacturing. The major
categories of materials are metals, plastics, elastomers,
textiles and natural materials, fuels and consumable
liquids, electronics, ceramics, glass and other compounds
and non-dimensional materials.

The calculation of weight of materials used in the
production of vehicles involves enormous work while

taking into consideration the number of materials and the Electronics, Plastics,

complex nature of materials. However, we are pursuing to CEIEImICs), elastomers, Non-dimensional
; ) ) . . ) glass & other textiles & materials
identify and report the weight of different materials used in compounds natural materials

the production of our products.

We constantly explore the opportunities to use more
sustainable material including recycled and renewable
material, where possible. However, no recycled material
was used in production processes during the year.

Addressing Climate Change

Climate conditions in Pakistan are rapidly changing on account of increasing
temperature and have resulted in severe and changing weather patterns. The
Government of Pakistan is pursuing strategies to shift the energy mix to
renewables and low carbon resources coupled with a billion tree plantation
drive to address the climate change. We, at IMC, are fully committed to using
energy efficiently and convert to renewables and low carbon technologies in
our operations and supply chain to reduce our environmental footprint.

CHALLENGE # 3

Plant Zero CO2
Emissions Challenge

Achieve zero CO2 emissions at all plants by 2050
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Energy Usage & Shifting to Low Carbon Resources

TOYOTA

Efficient energy usage is critical to preserving IMC’s competitiveness in the challenging economic and climate conditions. Our strategy
of shifting to low carbon energy resources and energy conservation for improved efficiency focuses on efficient processes at our
facilities to reduce our energy consumption. Our assembly plant design helps to maximize the use of natural light during day time to
reduce energy use. Moreover, LED energy-efficient bulbs are installed throughout the plant. A combined Heat & Power System (CHP)
has been installed which reuses the heat produced by energy production. Natural gas and electricity used at our plant are the main
energy sources and the largest contributor to greenhouse gas emissions. During the year, the Co-Generation capacity was enhanced
from 4.6 MW to 6 MW in line with future growth strategies. The energy consumption during the year increased by 68,479 GJ
compared to the previous year. The energy used per manufactured vehicle increased to 7.341 GJ/per unit compared to 6.534 GJ/per

unit in the year 2018.

UNIT 2019 2018 2007 | 2016 |

Energy consumed within

477,901 409,384 313,080 396,029
organization - Non renewable
Energy cqnsumed within GJ 1,857 1,395 )
organization - Renewable
Total Energy Consumption GJ 479,758 410,779 313,080 396,029
Energy used per vehicle GJ/per 7341 6.53 592 6.17
produced Unit
Energy saving per year GJ 25,630 22,320 17,307 12,498

TDEM guidelines were used in calculation of energy figures.Energy consumption per vehicle includes both renewable and
non-renewable energy consumption. The energy saving figures includes electricity saved by using solar panels installed at the IMC
plant, replacing conventional lights with LED lights and installing absorption chillers in the plant. The figures for energy saving for

the year 2017 has been restated to correct the calculation mistake.

Energy Consumption
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Moving Towards Renewable Energy

At IMC, we are committed to improving the energy mix by transforming
from one source to another with continuous improvements in the
operational processes. We have installed onsite photovoltaic to reduce
energy consumption from conventional sources. 516 MWh of energy
was produced in 2019 compared to 338 MWh in 2018 accounting for
0.38% of our total energy consumption compared to *0.34% in 2018.
Installation of additional system with capacity of 4.3 MW is being
undertaken which will be completed in financial year 2020.

Greenhouse Gas Emissions (GHG)

Climate change triggered by increasing greenhouse gases is affecting the availability of natural resources, production and consumption
patterns and declining quality of life. IMC is pursuing cleaner technologies and efficient processes to reduce the greenhouse gases
emitted from its operations which are already well below the legal allowable limits. The Kaizen and Just in Time techniques have helped
us to reduce the emissions over the years along with savings in the shape of reduced delivery cost of parts and efficient operations.

Our consumptio