How We Get There
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To Be a Value-creating

Partner strategy
Toyota Tsusho is building core competence by expand-
ing its business collaboration with powerful partners

in various fields, starting with collaboration within the
Toyota Group built up over many years of efforts in our
Mobility domain.

Regional strategy

We will strengthen advancement of our inter-regional
synergy, based on cross-regional strategic significance,
in newly emerging regions, centered on regional
management of our five regions: Asia & Oceania,
Europe, North & Central America, East Asia, and Africa.
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Value chain new value

We will offer our unique added value in each of the
processes of development, procurement, production,
and sales, in all fields in which we are engaged, in an
effort to maximize the quality of each product and

ing social

Add"eSS\

service.

Business synergy
Through large-scale M&As, such as those with Kasho
Company, Ltd., Tomen Corporation, and French trading
company CFAO, we will exercise our respective
strengths to build a diverse business foundation and

a wide customer base.

Partnershi
In addition toptie T o SO
building powerf.| ;’;’gi;r@up_, we are Our business extends globally, with a
‘ range of fields th nips in a network. of more than 1,000 group
 own Unigue nrough M&As. companies spread throughout
over 120 countries and regions
around the world.

to offer oy

24 | TOYOTA TSUSHO CORPORATION



Toyota Tsusho's Value Creation Process
As a value-creating company that contributes to the building of a pros-
perous society, we aim to address social issues and needs and are con-
structing a business model that maintains a balance between growth,
efficiency, and soundness while using management resources to create
new value.

With the strengths we have accumulated in our Mobility domain, we will
seek further growth in our Life & Community and the Resources &
Environment domains. In addition, we will expand initiatives in regions and
fields where we can use our knowledge as we strive for sustainable growth.

Corporation that Contributes
Prosperous Societies

Invest in fields in which we can fully
apply our strengths

Although our business base and our strength is auto-
mobile-related business, we will not rely solely on this.
Instead, we will also invest in fields that have the
potential to become future business pillars in which we
can use our strengths, aiming to realize our vision.

Strict operation of investment cycle

We hold regular companywide meetings to verify the
strategic value of new investments, their priority for the
company as a whole, and business feasibility. We have
also introduced a business monitoring system and are
striving to tighten rules on restructuring or exit for
existing investments.

Maintaining the
balance between
growth, efficiency,
and soundness while
utilizing management
resources

Toyotsu
Core Values

Financial strategy

We will prioritize a high ROE, which correlates closely
with shareholders’ equity, net DER, which is an indicator
of financial stability, and cash flow, which indicates
movement of funds, aiming for stable growth while
maintaining sound finances, in order to maintain a sturdy
financial condition that balances revenue and funds.
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Risk management

We measure risk assets, representing the aggregate of
risk on a consolidated basis, aiming to strike a balance
with our risk buffer, which is the maximum permissible
level of risk. We also monitor profitability corresponding
to risk, whereby we monitor both realization of a

healthy financial condition and profitability.
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Financial caP! ncial base that

Genba strength

With our Kaizen (continuous improve-
ment) based on the Toyota Production
System (TPS), we are undertaking
comprehensive Kaizen activities in our

logistics, production, and administrative

operations.

Global human resources
We are promoting the hiring and
development of personnel who can
most effectively respond to the _chan_%—-
ing business environment and diversify:

ing customer needs.
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How We Get There

We are reinforcing the company’s

Concept of the Mid-term Business Plan

The company’s business environment, particularly with respect to
mobility, is undergoing significant changes. In order to adapt to

and rapidly incorporate these changes, in April 2017 the company
adopted a Mid-term Business Plan that reduces the plan period from
the hitherto five years to three years. By doing so, we are striving to
create a highly precise plan that strongly reflects reality. Even so, we
will conduct rolling reviews on an annual basis to continuously
reflect the recent major changes in the business environment.

Specific provisions of the current Mid-term Business Plan include
reinforcing our earnings foundation centered on the Toyotsu Core
Values and investing approximately 200 billion yen over the two
years through the fiscal year ending March 31, 2020 in our three
business domains: Mobility, Life & Community, and Resources &
Environment.

Investments will be made only to the extent of cash flows from
operating activities. We will rigorously select projects that make use
of our strengths and conduct strict operation in accordance with
quantitative criteria to increase investor returns.

Through these efforts, we will undertake challenges in new areas
with a target of increasing profit for the year attributable to owners
of the parent from 110 billion yen in the fiscal year ending March
31, 2018 by 20 billion yen, to 130 billion yen, in the fiscal year
ending March 31, 2020.

Hiroshi Tominaga

Member of Board,

Managing Executive Officer
Chief Strategy Officer (CSO)
Chief Information Officer (CIO)

Profit Stages
Life & (Billion yen)
Resources & Community
Environment +4.0 130.0
Mobility +5.0 |
+11.0
1100
+20.0

18/3 Approx. 200 billion yen in 20/3
Plan investment over two years Target

Return on Equity (ROE) Endeavor to efficiently manage shareholders’ equity

10-13% with an awareness of capital costs

Restore positive cash flows and curtail the growth
Net debt-equity raito  of interest-bearing debt
(Net DER) (However, when major investment projects are

No more than 1.0 times implemented, net DER may temporarily increase to
more than 1.0 times.)

Maintain a sound and stable financial position with
Risk assets / Risk buffer an emphasis on the balance between total risk and
Less than 1.0 shareholders’ equity according to the characteristics
of capital and other factors

Factors Contributing to Increased Profit and Investment Amounts in Three Business Domains

(Billion yen)

Period: Two years, from the fiscal year ending March 31, 2019 to the fiscal year ending March 31, 2020

Mobility
Earnings +11.0 Earnings
Investment 85.0 Investment

Special-focus Areas

o Automobile sales

¢ Automobile production & peripheral
business

e Logistics & value chain

e Automotive electronics

* Automobile accessories & materials

TOYOTA TSUSHO CORPORATION

Resources & Environment

Special-focus Areas

® Renewable energy

* Metal resources & recycling

o Electric power & energy

¢ Grain silos & value chain

o Overseas plants & infrastructure

Life & Community

+5.0
85.0

+4.0
30.0

Earnings
Investment

Special-focus Areas ——————

o Retail business & beverages in Africa

e Pharmaceuticals & medical supplies
and chemical products in Africa

e Consumer electronics

o Fertilizers, detergents, hygiene
materials, and packaging

o Lifestyle-related (insurance, foodstuffs)



Priority Areas

The automobile industry is entering a period of change with regard
to industrial structures as a result of technological innovation,
including the Internet of Things (IoT) and artificial intelligence (Al).
To respond promptly to these changes, this fiscal year we estab-
lished a specialized organization with 150 members from multiple
sales divisions to address issues regarding next-generation automo-
biles (next mobility).

We also established an internal fund to target new technologies
and services that will drive future growth, not limited to automobiles,
and are supporting development of innovative technologies and new
business in each of the areas in which the company is active.

We seek change as an opportunity and are taking even more

measures to expand and reinforce the company’s Mobility domain

Analysis of Mobility Environment
y y With our sights set on the

¢ Automotive industry undergoing once-in-a-century next generation, it is neces-
structural transition sary to be prepared to
« Automobile value changing due to technological quickly respond to change

by creating various special-

innovations, such as loT and Al ) vari ¢
ized organizational units.

Analysis of African Environment

® Economic growth sluggish due to falling Taking into account the
resource prices external environment, we
* Weak economic structure centered on will continuously take the

initiative from a long-term,

[TERY [POEliEE pan-Africa perspective.

* Workforce with a high percentage of young workers
¢ High industrial growth potential

Governance Structures

Toyota Tsusho introduced an executive officer system in 2006
for the purposes of accelerating the pace of management and
reinforcing corporate governance.

To further separate management from operations, in April 2017
Executive Officers who also serve as directors were limited to
officers with companywide management responsibilities, and the
soundness of management and functioning and quality of the
Board of Directors were enhanced by setting the board’s roles as
making decisions on important management issues and monitoring
the execution of business. The Board of Directors was streamlined,
with the number of directors reduced from 16 to 12, the focus of
the board’s roles was placed on companywide management and

while consistently taking the initiative.

With regard to our Africa business, we expect business conditions
to remain difficult as a result of falling resource prices, but we still
believe that there is potential for substantial growth. Going for-
ward, we will develop consumer markets targeting the middle class
and form business tie-ups with excellent partner companies to
continuously develop business from a long-term perspective.

We believe that creating local employment opportunities and
growing in tandem with local communities are important, and we
will continue to conduct high-quality management with an empha-
sis on compliance. Under the slogan “With Africa, For Africa,” we

will foster the company’s absolute strengths in Africa.

Next o Established a specialized organization with members from
Mobilit multiple sales divisions (total membership of 150)
g Yy o Established the NEXT Technology Fund to respond in a timely
Strategy manner to innovative technological changes
o Established the Africa Division as our first regional division and
streamlined reporting lines
Africa o Accelerated use of local human resources
— Appointed current CFAO President Richard Bielle as Deputy
Strategy Chief Division Officer
— Appointed Toyota Kenya Ltd. Chairman Dennis Awori as a
constituent member of CFAO

governance functions.

By clarifying duties and responsibilities, specialization was rein-
forced and the pace of decision-making was increased.
* CTO: Chief Technology Officer

CSO: Chief Strategy Officer
ClO: Chief Information Officer Audits & Reports

CFO: Chief Financial Officer
CCO: Chief Compliance Officer
CAO: Chief Administrative Officer

Full-time Audit &
Supervisory Board
Members

Outside Audit &
Supervisory Board

Board of Directors (decision-making) Members

monitoring the execution of business, and a structure that enables
the board to concentrate fundamentally on deliberating on
management issues was created.

In addition, governance functions, which had been concentrated in
Chief Division Officer of Administrative Division, were distributed and
CTO, CSO/ ClO, CFO, and CCO / CAO* positions were established as
the persons with ultimate responsibility for their respective functions
to facilitate the exercise of high levels of specialization and reinforce

Chairman Outside Directors ﬁ
Execution of
Decision-making . gu?ll)ness
Appointment and President & CEO eliberation
supervision of Omna;rgpggz:i
executive officers Executive Vice Presidents o

Executive Officers, who perform

companywide management

Issues

Reports on the
execution of
business

Other Executive Officers

Executive Officers (execution of business)

INTEGRATED REPORT 2017

27



28

How We Get There

ial Strategy

We are working to improve
corporate value and increase
our financial strength.

Review of Results for the Fiscal Year Ended March 31, 2017

In the consolidated financial results for the fiscal year ended March
31, 2017, gross profit fell 41.7 billion yen compared with the
previous fiscal year, to 570.8 billion yen. Meanwhile, operating
profit rose 50.7 billion yen, to 133.6 billion yen, and profit before
income taxes increased 64.1 billion yen, to 140.8 billion yen. In
addition, factors such as a fall in tax expenses due to accounting
processes based on the assumption of application of the consoli-
dated tax payment system resulted in profit for the year attributable
to owners of the parent rising 127.1 billion yen (from a loss in the
previous fiscal year), to 107.9 billion yen, thereby achieving a
V-shaped recovery and setting a new profit record.

In comparison with the previous fiscal year, net interest-bearing
debt decreased, while the net debt-equity ratio (net DER) and risk
asset / risk buffer improved. Moving forward, we will advance a
financial strategy that aims at bolstering our financial base and
improving capital efficiency with ended-March 31, 2017 levels as
the minimum. Return on equity (ROE) for this fiscal year is 10.8%,

Investment Cycle

Regarding new investment projects, major policy is decided by the
Policy Committee and the Investment Strategy Meeting, while
decisions on individual projects are made by the organization
concerned based upon detailed feasibility study screening at the
Investment and Loan Meeting. At the Investment and Loan
Meeting, which | chair, we use our unique TVA (capital efficiency)*’
and RVA (risk income)*? indicators to quantitatively verify the profit-
ability of projects.

After investing, the Administrative Division and Sales Divisions
collaborate with any projects dealing with issues to manage prog-
ress and provide support (“check and support”). In addition, Sales
Divisions independently monitor the results as well as monitor
against balance sheet (BS) standards. If a project falls short of quan-
titative standards, the Divisions assess the sustainability of the busi-
ness and decide whether to exit or restructure.

*1 An indicator that verifies that a certain revenue scale is achieved corresponding to

the invested capital. It is based upon the concept of ROIC.
*2 An indicator that verifies that obtained revenue is appropriate for the risk.

TOYOTA TSUSHO CORPORATION

and we hope to exercise our strength of the Toyotsu Core Values
and steadily increase revenue in order to maintain double-digit ROE
as well as increase it.

Revenue and Earnings (IFRS) (@illion yen)
16/3 17/3 Change
Gross profit 612.5 570.8 (41.7)
Operating profit 82.9 133.6 50.7
Profit before income taxes 76.7 140.8 64.1

Profit (loss) for the year attribut-

able to owners of the parent (19.2) 107.9 127.1

Financial Indicators @illion yen)
16/3 17/3 Change
Net interest-bearing debt 1,121.6  1,101.9 (19.7)
Z\tli(:;;isbt-eqwty ratio (Net DER) 12 10 0.2)
Return on equity (ROE) (%) (1.8 10.8 12.6
Risk asset / Risk buffer 1.0 0.9 (0.1)

2 |nvestment Strategy
Meeting (Monthly)

Heads of management and division

heads deliberate strategic value and

priorities

R )

3 Investment and Loan
Meeting (Weekly)
Deliberate on investment and loan
projects based upon quantitative
standards such as RVA and TVA

1 Policy Committee (March)
Formulate and approve Sales Divisions’
policy based upon companywide
policies

— Implement pipeline management

5 Implementation of
investment monitoring
(As required)

Monitor results including NPAT

by Sales Divisions

The Administrative Division and
Sales Divisions collaborate in
“check and support” activities

Monitoring based upon BS

standards . L.
— Decision on restructuring 4 Orga_nlzatlonal decision-
or exit making (Monthly)

— Establishment of strict
exit rules

— Reinforce governance by
outside directors



Reinforcing Cash Flow Management

Toyota Tsusho advances its business with an awareness of working
capital efficiency, and each Sales Division manages its operating
cash flow for investment within upper limits. By doing so, we
reinforce cash flow management through to the frontline with the
aim of maintaining free cash flow in profit. With the cash created,
we reduce interest-bearing debt and provide shareholder returns
through dividends as we strive to strengthen cash flow management
and establish our financial strength.

To date, Toyota Tsusho has achieved growth through regular
large-scale investments such as the merger with Tomen in 2006 and
the acquisition of CFAO in 2012. Moving forward, we hope to
actively engage in large-scale strategic projects on a companywide
basis in order to strengthen our foundation for growth. We will also
continue to leverage the investment cycle with the aim of further

increasing our corporate value.

Operating cash flow

Free cash flow target
Maintain positive free cash flow
(From FY2017 to FY2019)

Operating Pursue operating efficiency with
cash flow / —o focus on working capital
investing cash flow

management Investing cash flow

Actively consider companywide
involvement in large-scale
strategic projects

Strategic
growth
investment

Shareholder returns \,

Continuation in plan to increase
direct shareholder returns through
dividends

Shareholder Returns Policy

Toyota Tsusho's policy on shareholder returns is based on the existing
target of 25% of its consolidated profit before goodwill amortization
in accord with its policy of providing stable, ongoing shareholder
returns. We take measures for a flexible response to factors such as
changes in economic conditions and investment progress. In the
fiscal year ended March 31, 2017, the annual dividend value per
share increased 8 yen compared with the previous fiscal year,

to 70 yen.

In order to meet the dividend expectations of all our sharehold-
ers, in accordance with implementation of International Financial
Reporting Standards (IFRS), we established a new dividend policy
to maintain a stable dividend and increase dividend per share,
targeting a consolidated dividend payout ratio of more than 25%,
whereby we aim to further enhance our corporate value and
increase shareholder returns. For the fiscal year ending March 31,
2018, our plan is for a consolidated dividend ratio of 25% and an
annual dividend of 78 yen (8 yen increase), in order to continue
providing stable returns to all of our shareholders.

New investments may not exceed
operating cash flow in any operating
division (continued)

Corporate value
enhancement

Net DER
—o Maintain financial soundness with
net DER < 1.0 times

Financial
condition

Trend in Dividend Value

Previous policy

We aimed to pay dividends equal to
25% of consolidated profit before
goodwill amortization

New policy

We will endeavor to maintain a
stable dividend and increase divi-
dend per share, targeting a consoli-
dated dividend payout ratio of more

than 25%
(Billion yen) (Yen)
125 100
107.9
80
60
40
20
0
=25 -19.2
15/3 16/3 17/3 18/3
(Forecast)
Japanese
S a2 IFRS

M Profit (loss) for the year attributable to owners of the parent
-® Dividend per share (Consolidated dividend payout ratio) (right scale)
* Consolidated dividend payout ratio before amortization of goodwill

INTEGRATED REPORT 2017

29



How We Get There
CSR Strategy

Our CSR Philosophy

Toyota Tsusho has formulated its corporate philosophy, which
describes the significance of the Toyota Tsusho Group’s existence
and its ideal image, and which clarifies the intention of manage-
ment initiatives. Our behavioral guidelines have been established to
stipulate the behavior expected of all officers and employees. The
fundamental philosophy of management at Toyota Tsusho—
comprised of two components—is positioned as the highest,
unchanging concept, which should be handed down through all
generations.

At Toyota Tsusho, we consider the realization of our corporate
philosophy through the practice of the behavioral guidelines to be a
basic policy of CSR activities. We believe that CSR is the determin-
ing factor of how all corporate activities should be and is, in itself,
corporate management.

Furthermore, in 2016 we devised our Global Code of Conduct &
Ethics (COCE), giving concrete form to the content of the behav-
ioral guidelines, which underpins the corporate philosophy, and
issued a booklet on it in 20 languages. We aim to realize our corpo-
rate philosophy and the Toyota Tsusho Global Vision by having all
officers and employees of the Toyota Tsusho Group worldwide fully
understand and practice the shared COCE.

Overall Image of CSR Activities

Pchﬂ’{gg;ffy Basic Policy for CSR Activities

Realizing the corporate philosophy through
Behavioral | _i the practice of the behavioral guidelines
Guidelines

Fundamental
Philosophy

CSR that addresses issues of
broad social concern (Extensive)

Vision CSV Model

(CSV: Creating Shared Value)

Mid-term
Business Plan
Annual Plan

[9POIN (Adoiyuejiyd) uonngriuo) [eros

Global Code of Conduct & Ethics (COCE)

Gives concrete form to the content of the behavioral
guidelines, which underpins the corporate philosophy

For details on our corporate philosophy, behavioral
guidelines, and Global Code of Conduct & Ethics (COCE) e
(10 creeds), please see page 16.

CSR Commiittee

The CSR Committee (chaired by the president & CEO) meets once
annually, in principle, as the central organization for CSR initiatives.
It aims to establish the structure for promotion of our CSR activities
and to monitor their progress. Furthermore, the committee shares
CSR-related information, reports on both CSR that addresses social
issues and CSR that fulfills basic corporate responsibility and maxi-
mizes social contribution, as well as deliberates matters, including
implementation plans.

In the fiscal year ended March 31, 2017, the CSR Committee was
composed of its regular members, with Outside Directors Yoriko
Kawaguchi and Kumi Fujisawa and two full-time Audit &
Supervisory Board members attending as observers.

CSR Committee Members

o President & CEO Sales Divisions Administrative Division
o Executive Vice Presidents e Chief Division Officer * CSO/ CIO, CFO,
 Planning department CCO/CAO
General Manager * General Managers of
related divisions
o Officer responsible for
environment and safety

TOYOTA TSUSHO CORPORATION

CSR-related Policies

Policies on Safety and Health

Environmental Policy

Principles Concerning Employees

Basic Policy for Social Contribution Activities

CSR Committee Agenda for Fiscal 2016

1. Recent CSR trends and Toyota Tsusho's current situation

2. Defensive CSR: Report of activities for the fiscal year ended
March 31, 2017

3. Active CSR: CSV model business report from each division

4. CSR activities map for the fiscal year ending March 31, 2018

Main Opinions and Advice

e With the launch of the Africa Division, the NEXT Mobility
Development Department, and the NEXT Technology Fund
Development Department in April 2017, the concept of CSV
has become even more important in management strategy.

¢ We need to build a business based upon the United
Nations Sustainable Development Goals (SDGs) to become
more aware not only of customers’ needs but also of the
needs of society and the planet.

e Defensive CSR is also extremely important. On the other
hand, proper handling of personnel strategy and abidance
with laws and regulations incorporating society’s needs will
also lead into Active CSR.




Important Issues in CSR 1HHTEEEEEEEEEEEEEEEEEEEEEEEEREEREEREE R E R R R R R LR LR LR LR

Currently, we have selected important issues in three domains of
CSR initiatives based upon the Global Vision, considering stake-
holder expectations and interest, and Toyota Tsusho's impact upon

business activities centered upon these. Furthermore, we also
undertake CSR activities with an awareness of our contribution to
the SDGs.

the economy, environment, and society. We drive sustainable

Selection and prioritization
of issues

Formulation of CSR
Activities Map

Communication with
stakeholders and
external experts

CSR Committee

Annual review

Three Domains of CSR Initiatives and Contribution toward Social Issues

Mobility Life & Community Resources & Environment

Business domain that contributes to the
realization of a highly convenient society in
the future

¢ Environment and recycling
¢ Construction of a production and
technology foundation

DECENTWORK AND
ECONOMIC GROWTH

Formulation of Our CSR Activities Map 11 EEEEE TR LR VR R LR

Toyota Tsusho has formulated a map that divides its fields of CSR
activities into three areas: a Creating Shared Value (CSV) model for
resolving social issues through a business that leverages our
strengths; a Corporate Responsibility Execution (Fundamental CSR)

Business domain that contributes to the
realization of a sustainable society in the
future

Business domain that contributes to the
realization of a comfortable and healthy
society

 Ecosystem conservation
® Response to climate change
® Environment and recycling

® Response to poverty and famine
® Response to prevention of disease and
mortality risks

2 IER0 GOODHEALTH
HUNGER AND WELL-BEING

1 N RESPONSIBLE 1 CLIMATE 14 LIFE
POVERTY CONSUMPTION BELOW WATER
ANDPRODUCTION

ACTION

it &

‘ For specific case studies in each field, please refer to the CSR Activities Map on page 32. a

themes; and a Social Contribution (Philanthropy) model with the
key themes of people (education), the planet (environment), and
society (welfare). The CSR Committee revises the CSR Activities Map
each year.

model organized under environment, social, and governance

a leading role.

The Sustainable Development Goals (SDGs), comprised of 17 goals and 169 targets,
were proposed in order to eliminate poverty and realize global sustainability as part
of “Transforming Our World: the 2030 Agenda for Sustainable Development,”
are global targets that were adopted at the United Nations Summit in September
2015. The SDGs require worldwide action, and corporations are expected to play

(@) SUSTAINABLE ¢~ s,
} $27 DEVELOPMENT \J %us¥ ALS
z % GOODHEALTH QuaAuTY GENDER

B CLEANWATER
ANDWELLSENG EDUCATION EUATY ANDSANTATION

1 B

which 8 Eoacoion 9 Newnisnmens: f 10 3o w(muum 12 B
13 i 14 Sowwrs | 15 e 16 5 I’:;T;“'::N"S"
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How We Get There
CSR Strategy

CSR Activities Map U e e e e e e e e e e e e e e e

Domains in which
the company
should leverage
its strengths

Creating Shared Value (CSV) Model

Life & Community

Business domain that contributes to
the realization of a comfortable and
healthy society

Representative examples

Production of super-absorbent polymers
(China and Malaysia)

Hospital business (India)

Pharmaceutical and medical equipment
sales business (Africa)

Beverage manufacture and sales business
(Congo and Cote d’Ivoire)

Fertilizer production business (Kenya)

Fuel cell sales business (Japan)

Sendai Airport operation business (Japan)

“Karada Station” health management business (Japan)

Nursing equipment rental business (Japan)

Toyotsu Core Values

Genba-focus

The power to add value on-site

Collective force

The power to unite individual talents
Innovator spirit

The power to create something unique to us

32

Domains in which
the company
should conduct
basic activities

TOYOTA TSUSHO CORPORATION

Corporate Responsibility Execution (Fundamental CSR) Model

¢ Promotion of environmental

management
¢ Construction of a global environmental |
E o1 153 management system HE S 777' =
¢ Reduction of environmental accidents |
Environment Social



The businesses and initiatives listed below are representative examples.
For details on CSV model businesses, please see the Our Initiatives section under the

respective Sales Divisions from Page 44 onward. °
For details on initiatives under the Corporate Responsibility Execution model and the Social
Contribution (Philanthropy) model, please see the ESG section from Page 70 onward.

Global human resources system and
organization of global grade system

Diversity of human resources
Respect for human rights

Promotion of labor safety and health

Supply-chain CSR management

in the future

G

Governance

Resources & Environment

Business domain that contributes to the
realization of a sustainable society in the future

Representative examples

* Metal resource recycling solution business (each country)

* Renewable energy business (each country)

* Management of energy-efficient container data center (Laos)
Natural gas-fired electric power business (North America)
lodine development and production business (Chile)
Geothermal power plant business (Kenya)

* Promotion of carbon fiber recycle business (Japan)

Bluefin tuna cultivation business (Japan)

Mobility

Business domain that contributes to the
realization of a highly convenient society

Representative examples
¢ Environmentally considerate molten aluminum business (each country)
* Technopark business (each country)
¢ Provision of circulation-model total service including production, new
car sales, after-sales service, used cars, and recycling (each country)

¢ Autonomous truck driving and platooning test business
(Japan and Singapore)

Reinforcement of corporate governance system

Formulation and instilling of Global Code of
Conduct & Ethics (COCE)

Organization and operation of internal
control systems

Risk management centered on ERM Committee

Promotion of business continuity
management (BCM)

Information security management
Enforcement of fair competition and trade

Social Contribution

(Philanthropy) Model

People (education)

¢ Toyota Tsusho Corporation
Study Abroad Scholarship
system

¢ Plant visit for social studies
by students from Japanese
school in Russia

The Planet

(environment)

e Kamikawa no Sato’s
Revitalization Project

Society (welfare)

e Support for the Wheelchair
Twin Basketball
Tournament

e Support for the Japan
Service Dog Association

* Great East Japan
Earthquake recovery
support

INTEGRATED REPORT 2017

33



How We Get There
Feature

New Initiatives to Address the Innovations of the Next Forms of Mobility

Companywide, cross-functional specialized organization
established to prepare for the transformation of the
automobile industry

The automobile industry is currently undergoing a once-in-a-century
period of transformation. In conjunction with technological
innovations, including image recognition technology, the Internet of
Things (loT), and artificial intelligence (Al), it is possible to use
sensors to acquire various data, such as information about other
vehicles and on nearby road conditions, and as a result, rapid
advances are being made in the practical application of advanced

Next Mobility Development Structure

safety technologies and automated driving technologies. At the
same time, hybrid vehicles, plug-in hybrid vehicles (PHVs), and
electric vehicles (EVs) are becoming more commonplace, and lighter
materials are being used in automobile bodies with aluminum,
carbon fiber, and resin starting to become prominent as replacements
for steel with the aim of improving environmental performance.
These major changes are all taking place at the same time, and the
value and ideal of automobiles are about to enter a new era.

While these changes represent a threat to Toyota Tsusho, which
has positioned the Mobility domain as a core domain, they are also

Executive Vice President / CTO

Executive Officer (Full-time)

Collaboration

NEXT Technology
Fund Department

NEXT Mobility Development Department

New Business
Development Department

10 members Collaboration

Identify and develop in a Main Business Areas

timely manner new technolo-
gies and services that will drive
future business
7 members (including

Materials replace-
ment and recycling

Next-generation
vehicle services

Collaboration
Note: An Executive Officer serves as the
leader of each working group

Hydrogen-related business

Infrastructure-related
new technology

EV components Smart factories

members with other duties)

t&)aburdton

Metals Division

NEXT Mobility Metal Group

9 members

Global Parts &
Logistics Division

NEXT Mobility Parts and Materials Group

14 members

Scope
Innovative technologies,
patents, and new business in

Automotive Division

NEXT Mobility Marketing & Service Group

9 members

each area in which the
company conducts business,
not limited to automobiles

Machinery, Energy &
Project Division

NEXT Mobility Machinery Business Department

15 members

Chemicals &
Electronics Division

NEXT Mobility Electronics Business
Development Department

NEXT Mobility Chemical

Material Department 86 members

Food &
Consumer Services Division

NEXT Life Innovation Team

5 members

IT Strategy

(Total: 150 members)

‘ ‘ Oversight of overseas business

Note: As of the end of April 2017
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Toyota Tsusho will commit companywide
knowledge and take on the challenges of

new business to achieve the
next generation of growth.

opportunities to definitively expand business even further than

in the past. To focus on future generations and prepare for rapid
responses to change, in April 2017 we reviewed organizations and
established the NEXT Mobility Development Department under the
authority of an Executive Vice President and the CTO as a company-

wide, cross-functional specialized organization.

Toyota Tsusho’s Next Mobility Development Structure

The NEXT Mobility Development Department will carry out companywide
next mobility activities and develop and execute business relating to
next-generation vehicles in areas that go beyond the products
divisions. As a cross-functional project, the department will establish
working groups for each activity topic, and an executive officer will
serve as leader and provide guidance. The four activity topics that the
department will address are materials replacement and recycling,
which will cover weight reduction, new materials, and the battery

materials business; next-generation vehicle services, which includes

Soichiro Matsudaira

Chief Technology Officer (CTO)

Member of Board,
Executive Vice President,

autonomous driving in advanced safety technologies and promoting
the introduction of next-generation vehicles; EV components, which
covers electric power supply and storage using renewable energy,
infrastructure development, and supply of electronic parts and
components for EVs, PHVs, and fuel cell vehicles; and smart factories,
which will seek to create a plant loT, including higher productivity
through plant visualization and predictive maintenance as well as
advanced network security. The working groups will be rearranged
and new groups may be formed according to the activity topics and
items. In addition, specialized organizations will be established in
relevant products divisions and will collaborate with the working
groups to develop business. As a result of the creation of this organi-
zational structure, the NEXT Mobility Development Department,
working groups, product division specialized organizations, and other
groups can collaborate to enable integrated measures and make
maximum use of our business assets and knowledge as a general

trading company that is active in a wide range of business fields.

New Initiatives Regarding Cutting-edge Technological Innovations

NEXT Technology Fund Created and NEXT Technology Fund
Department Established

Toyota Tsusho established the NEXT Technology Fund in April 2017
to make more dynamic investments in innovative technologies,
patents, and new services, not just in the automotive segment but
in all areas where the company conducts business, so that we can
respond promptly to innovative technological changes and to foster
the seeds of growth that will drive the next generation of the com-
pany. The NEXT Technology Fund Department, which will perform
administrative functions for the fund, was also established. An
investment framework was created, and speedy investment deci-
sions are made through deliberations by three officers, with the
CTO serving as chairperson.

Objectives

¢ Invest in new technologies and new services that will drive
business in the future to contribute to the identification
and development of new business.

¢ Make decisions regarding investments with an awareness
of timeliness in business areas in which markets have not
yet developed.

e Foster organizational culture and develop human resources
with a high degree of sensitivity to and broad perspective
on technology areas.

Under a dynamic and companywide, cross-functional specialized organizational structure, Toyota Tsusho is combining its unique strengths to take

on the challenges of technological innovation and new business and provide new added value.
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How We Get There

Dialogue Between an Outside Director & the CCO / CAO

Human Resources Strategy to
Achieve Our Global Vision

The human resources strategy is a key component that will provide impetus to the realization of Toyota Tsusho’s
Global Vision. Through various measures, including diversity and inclusion (D&I) and the company’s global leadership
program, Toyota Tsusho is conducting employee training and establishing an optimal environment, both of which
make up the foundation of its management. Ms. Fujisawa, an outside director and active player in the global arena,
which includes participation in United Nations’ meetings, and Mr. Nagai, member of the Board, CCO (Chief Compliance
Officer), and CAO (Chief Administrative Officer), met to exchange opinions on this topic.

Current D&l Trends and Issues at
Toyota Tsusho

Nagai: Toyota Tsusho accelerated the expansion of its overseas
business operations in tandem with the globalization of the Toyota
Group. Furthermore, the company has been enhancing diversity
within its corporate culture and increasing the degree of nationality
diversity within its ranks. This includes the 2012 acquisition of
CFAQ, a French trading company that operates a wide range of
businesses, engaging mainly in automobile sales in Africa.
Reflecting this, the company issued a diversity and inclusion (D&I)
declaration in 2014 positioning it as one of its management strate-
gies. Toyota Tsusho defines D&l as respect for and acceptance of
various “differences” and the active use of these differences to
optimally address a constantly changing business environment and
diversifying customer needs to build up the overall competitive edge
of the Toyota Tsusho Group. The company believes that D&I is an
essential component for achieving its Global Vision.

Fujisawa: | agree. | believe that “global” means diversification.
There was a time in Japan when global was

interpreted to mean “Western values”, but that is simply not the
case. While attending a United Nations’ conference, | witnessed
firsthand people who speak different languages come together to
discuss and decide on global rules in a multilingual environment.

I genuinely believe this is what it means to be global. The true
connotation of the word is people with a diverse set of values
participating together in various global initiatives and the
acceptance of this diversity.

TOYOTA TSUSHO CORPORATION

Nagai: We have implemented reforms to workstyles and our

human resources system to promote D&I. Thus far, we have trained
employees in Japan and aboard to become global personnel, and
promoted active roles for women and seniors. These measures are
being implemented, as they are essential for sustaining the growth
of Toyota Tsusho, and not due to forecasts of a significant decline in
the working-age population or owing to government requirements
to revise workstyles. It is for that reason we have positioned



these D&I measures as a part of our overall management strategy

and are promoting D&l as an initiative of great importance.

Fujisawa: While the diversity of participants is important, the
diversification of the talents of each individual employee is also
important. In other words, a company needs to see to what extent
it can nurture the talents of its individual employees and whether
it can create an environment conducive to fostering capabilities.

| believe the end result is that it contributes to a company’s growth.

Humans have a tendency to underestimate their own abilities. So it

is necessary that a company provide employees with opportunities
to break out of their shell and take on challenges. | believe Toyota
Tsusho laid the groundwork to promote active roles for women,
including integrating job categories and reforming workstyles.

I think the next issue that should be tackled is the inclusion of
employees overseas. | think there are still some walls between
Japanese employees posted overseas and local employees.

Nagai: | believe what you said is true. Japanese employees working
overseas tend to only associate and work with other Japanese. It is
a familiar story. Over the past few years, we have been asking
Japanese employees posted overseas to refrain from holding meet-
ings that only include Japanese employees. There was some debate
as to whether the company should be giving such detailed orders.
However, unless we take thorough and painstaking steps, change

does not easily come.

Fujisawa: Employees will not get a clear grasp of what they need
to do if you only convey ideas and concepts. | think an effective
approach is to present specific daily actions. It would be ideal if D&I
could be achieved in no time by repeatedly implementing certain
actions. Creating closer relationships with local employees will
change the volume and quality of information that comes in from
overseas. | believe this will ultimately lower business risks and open
doors to business opportunities.

Nagai: | think that globalized management in the truest sense is
when the information you obtain can be used to gain a competitive
edge by launching a business that originates outside of Japan and
expanding that business worldwide. The Toyota Tsusho Group has
not reached this stage yet. Local management and operational
procedures are for the most part still done Japanese style. The
management team strongly realizes that this must be changed. For
example, directors and employees from overseas units are partici-
pating in the development of the Global Vision and Mid-term
Business Plan.

Fujisawa: | also attended the meeting on the development of the
Global Vision, and remember local employees participating from
overseas providing their opinions. These local employees had a
reason for choosing to work at a company that is headquartered in
Japan. | felt they understand and are seeking a corporate philoso-
phy that Japanese are starting to forget. We need to take a look at
these values once more. | think that if we can share these values
throughout the company, we can leverage these values as being

a strength unique to a Japanese company.
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How We Get There

Dialogue Between an Outside Director & the CCO / CAO

Training Global Leaders

Nagai: One of the key roles of a leader is to draw out an employ-
ee's capabilities. Before, companies required employees to have the
ability to accurately and quickly replicate an already established
business model in different regions or business domains. At present,
I think that a facilitation style of leadership is required, particularly
globally, to promote employee autonomy and self-reliance, and,
ultimately, reforms. What do you think?

Fujisawa: Owing to the fast pace of changes today, there is a risk
that micromanagement will not keep pace with changes in the
environment. Even if a top-down approach is taken to create a
corporate vision and direction, the company has to create an envi-
ronment in which employees in the field can make decisions and
act independently to execute strategies and tactics. For this reason,
we need to push forward with the delegation of authority. It will
then become the role of the global leader to manage potential risks
expected to arise from the delegation of authority or decision-
making. In light of this, global leaders need to commit to making
sure everyone understands and shares in the corporate vision, which
is a guideline to proper decision-making.

Nagai: Yes, you are correct. And at the same time, global leaders
need to have an identity that embodies the Toyota Tsusho Group’s
sense of values, which is that safety and compliance are the corner-
stones for all work. This is what it takes to adeptly employ diversity
practices.

| believe human resources development in the field is key to
sharing and instilling this sense of values. Accordingly, employees
should be properly evaluated, their salary and benefits should be

based on the results of the evaluation, and then employees should
be reassigned to new positions. From 2013, we began selecting
candidates with a particularly high level of potential from group
companies around the world. The candidates are being trained to
become members of global management. People grow the most
and gain experience when they are put in a position in which they
must reach for higher goals. We are actively assigning employees
to such positions.

However, at present, these actions are not sufficient and we will
need to expand them going forward. | want to establish global
standards for grades, qualifications, and evaluations to provide
promising personnel worldwide opportunities for improvement.
This is my next challenge.

Fujisawa: This will give employees in Japan and abroad the oppor-
tunity to play an active role. Naturally this will boost motivation
among employees. However, with increasing diversity, it is important
that performance reviews be more transparent and accountable so
that each employee will feel his or her job is worthwhile. Once the
number of employees with different sets of values increases, those
matters that did not require much explanation for Japanese employ-
ees are likely to trigger heightened discontent if there is a lack of
transparency in the performance evaluation approach and system.

Potentially able to clarify Toyota Tsusho's
strengths as a Japanese company by drawing
out the capabilities of overseas employees

Kumi Fujisawa

After working at investment management companies, Ms. Fujisawa founded an
investment trust evaluation company in 1996. In 2000, she participated in establishing
SophiaBank, and currently serves as its representative director. She was nominated to a
member of Young Global Leaders in 2017 and Global Agenda Council in 2018 by
World Economic Forum. She concurrently holds posts at public offices, including as a
committee member of several government ministries and director of the Japan
Securities Dealers Association.
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Without strong individuality that is
revered by the market, there will be
no progress in D&l measures that
leverage such individuality

Nagai: That is true. The results evaluation part of the employee
performance review is easy to understand, but when it comes to
evaluating an employee’s capabilities, it becomes subjective and,
therefore, a careful explanation is required, particularly when con-
ducting performance reviews at overseas companies.

Fujisawa: First, you need to be able to verbalize what capabilities
are. Next, a leader with those capabilities has to be able to demon-
strate such through words and actions during daily operations. Only
then will it be possible for skill assessments to function properly at
group companies around the world.

Personnel with Strong
Individuality

Fujisawa: It is believed that Al and robots will replace humans in
many types of work. However, at the same time, roles and neces-
sary capabilities that only humans can do are likely to be redefined.
Also, as many companies will introduce Al and robots into their
operations, the portion of the job that only humans can do will
likely be a source for differentiation. Should this happen, a com-
pany’s competitive strength will rest on how far it can enhance

the capabilities and motivation of each individual employee, and
whether or not a company can build an environment that can
maintain such.

Nagai: Employee productivity is directly linked to a company’s
competitiveness more than ever. The main impetus for improving
productivity is to have pride in your work and have a sense of self-
efficacy. In other words, to have ambition and commitment.
Motivation will arise from this.

Fujisawa: For example, in a situation in which a factory is built in
an emerging market without an infrastructure, and you recruit and
train local employees, the project will entail harsh challenges

coupled with hardships. However, if the start-up of a factory con-
tributes to the country or regional community, this is no longer
viewed as a harsh challenge but becomes a worthwhile challenge.
There are an increasing number of companies that are creating
innovations in-house by using their own business to find and imple-
ment solutions to social issues. Once a person can see that it is
worthwhile to pinpoint an issue and find a solution that helps
others, people voluntarily devise solutions and come up with

new ideas.

Nagai: | think you have a very good point. By tackling your job with
strong ambitions, you can contribute to society and possess strong
individuality that is revered by the market. Therefore, without strong
individuality, it is not possible to push forward with D&I strategies
that show respect for diversity.

Fujisawa: The company must constantly be creating innovations to
keep with the speed of changes and to address diversification. It is
said that innovations arise from a chemical reaction that is triggered
when several strong individuals with different attributes come
together.

Nagai: That is exactly what the ultimate goal is for our D&I
strategies.

It is not easy to change the companywide human resources
system. Recently, we have been going through trial and error, and
making changes to our system if there are benefits to be had. The
chief division officers of the product divisions have been asking
more frequently to implement measures on a trial basis, including
workstyle reform measures. President & CEO Karube is also support-
ing this flexibility, so I am grateful.

Fujisawa: The Toyota Tsusho Group has an unwavering core busi-
ness, a pillar, but its business profile is diverse. | very much would
like for you to convey this to group employees around the world, to
make their jobs more worthwhile, and to continue to be a company
that frequently develops innovations.
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