
 

21 November 2018 

Toyota Finance Australia Limited (“TFA”) 

Half-Yearly Financial Report for the six months ended 30 September 2018 

TFA (ABN 48 002 435 181), which was incorporated as a public company limited by 

shares in New South Wales, Australia on 18 June 1982, operates under the 

Corporations Act 2001 of Australia (the “Corporations Act”) and is a wholly-owned 

subsidiary of Toyota Financial Services Corporation (“TFS”) which is a wholly-

owned subsidiary of Toyota Motor Corporation (“TMC”), presents its half-yearly 

financial report for the six months ended 30 September 2018. 

In this document, all references to “TFA” are to Toyota Finance Australia Limited, 

and all references to the “Group” or “consolidated entity” are to TFA and its 

consolidated subsidiaries. 

1. Management Report  

(A) Summary of important events that have occurred during the first six months of 

the financial year and their impact on the condensed set of financial statements. 

Unless otherwise indicated in this document, all references to “$” are to the lawful 

currency of the Commonwealth of Australia. 

The Group’s earnings are primarily impacted by the average level of earning assets, 

(comprising investments in finance receivables and operating leases), earning asset 

yields, outstanding borrowings and the related borrowing cost and the impact of credit 

losses and impairment of residual values. 

The consolidated net profit after income tax of the Group for the six months ended 30 

September 2018 was $78.5 million, compared to $93.9 million for the six months 

ended 30 September 2017.  The results for the six months ended 30 September 2018 

were primarily affected by the following factors: 

 (i) an increase in the employee benefits expenses due to growth in business and 

ongoing technology related projects;  

(ii) higher finance revenue compared to last year driven by growth in portfolio; 

and  

(iii) impact of the release of impairment provision in the prior year. 

Total managed assets as at 30 September 2018 was $18,027 million, compared to a 

balance of $16,763 million as at 31 March 2018. 

Provisions for impairment of financing assets represent 0.81% ($146.9 million) of 

gross loans and receivables (net of unearned income) as at 30 September 2018, 

compared to 0.99% ($168.0 million) as at 31 March 2018.  TFA’s level of credit 

losses is influenced primarily by two factors: the total number of contracts that default 
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and loss per occurrence.  TFA’s provision for impairment of financing assets is 

established when there is objective evidence that TFA will not be able to collect all 

amounts according to the original terms of the contract.  The allowance for credit 

losses is evaluated at each balance date, considering historical loss experience and 

other factors, and is considered adequate to cover expected credit losses as of 30 

September 2018. 

TFA maintains an Euro Medium Term Note (“EMTN”) programme together with its 

affiliates Toyota Motor Finance (Netherlands) B.V., Toyota Credit Canada Inc. and 

Toyota Motor Credit Corporation (TFA and such affiliates, the “EMTN Issuers”), 

providing for the issuance of debt securities in the international capital markets.  In 

September 2018, the EMTN Issuers renewed the EMTN programme for a one year 

period.  The maximum aggregate principal amount of debt securities that may be 

issued by the EMTN Issuers and outstanding under the EMTN programme at any time 

is €50 billion, or the equivalent in other currencies, of which €21.9 billion was 

available for issuance at 30 September 2018. 

On 9 November 2018, TFA and other Toyota affiliates entered into a US$5.0 billion 

364 day syndicated bank credit facility pursuant to a 364 Day Credit Agreement, a 

US$5.0 billion three year syndicated bank credit facility pursuant to a Three Year 

Credit Agreement and a US$5.0 billion five year syndicated bank credit facility 

pursuant to a Five Year Credit Agreement.  The ability to make drawdowns under the 

364 Day Credit Agreement, the Three Year Credit Agreement and the Five Year 

Credit Agreement is subject to covenants and conditions customary in transactions of 

this nature, including negative pledge provisions, cross default provisions and 

limitations on consolidations, mergers and sales of assets.  The 364 Day Credit 

Agreement, the Three Year Credit Agreement and the Five Year Credit Agreement 

may be used for general corporate purposes and were not drawn upon as of 30 

November 2018.  The 364 Day Credit Agreement, the Three Year Credit Agreement 

and the Five Year Credit Agreement, each dated as of 13 November 2017, terminated 

(in the case of the 364 Day Credit Agreement) or were terminated (in the case of the 

Three Year Credit Agreement and the Five Year Credit Agreement) on 9 November 

2018. 

(B) Risks and uncertainties for the remaining six months of the financial year 

The principal activities of TFA, which are an integral part of the Toyota group’s 

presence in Australia, are: 

 financing the acquisition of motor vehicles by customers by way of 

commercial leases and consumer and commercial loans; 

 providing bailment facilities and commercial loans to motor dealers; 

 providing vehicle and equipment finance and fleet management services to 

government and corporate customers; and 

 selling retail insurance policies underwritten by third party insurers. 
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Unless otherwise specified in this section, “TFS group” means TFS and its 

subsidiaries and affiliates and “Toyota” means TMC and its consolidated 

subsidiaries. 

The Group, TFS and Toyota may be exposed to certain risks and uncertainties, 

summarised below, that could have a material adverse impact directly or indirectly on 

its results of operations and financial condition. 

The TFS group’s business, through its financial subsidiaries and affiliates, including 

the Group, is substantially dependent upon the sale of Toyota and Lexus vehicles and 

its ability to offer competitive financing.  Factors which could affect the volume of 

sales of such vehicles by Toyota distributors, include changes resulting from 

governmental action, changes in regulation or trade policies, changes in consumer 

demand, new vehicle incentive programmes, recalls, the actual or perceived quality, 

safety or reliability of Toyota and Lexus vehicles, changes in economic conditions, 

increased competition, increases in the price of vehicles due to increased raw material 

costs, changes in import fees or tariffs due to changes to, or withdrawals from, trade 

agreements, currency fluctuations, fluctuations in interest rates, a significant and 

sustained increase in fuel prices, decreased or delayed vehicle production due to 

natural disasters, supply chain interruptions or other events, and the increased level of 

incentive programmes by other manufacturers.  In turn, lower used vehicle values 

could affect return rates and amounts written off and depreciation on operating leases 

or lease residual value provisions. 

The Group’s results of operations and financial condition are affected by a variety of 

factors, including changes in the overall market for retail contracts, wholesale motor 

vehicle financing, leasing or dealer financing, the new and used vehicle market, 

changes in the level of sales of Toyota, Lexus or other vehicles in Australia, the rate 

of growth in the number and average balance of customer accounts, the Australian 

finance industry’s regulatory environment, competition from other financiers, rate of 

default by its customers, the interest rates it is required to pay on the funding it 

requires to support its business, amounts of funding available to it, changes in the 

funding markets, its credit ratings, the success of efforts to expand its product lines, 

levels of operating expenses and general and administrative expenses (including, but 

not limited to, labour costs, technology costs and premises costs), general economic 

conditions, inflation, fiscal and monetary policies in Australia as well as Europe and 

other countries in which the Group issues debt.  A downturn in the financial markets 

could adversely affect Toyota’s ability to raise capital. 

Further risks include changes to the senior long-term debt credit ratings of TMC and 

certain of its affiliates including the Group may result in higher borrowing costs as 

well as reduced access to the capital markets.  Liquidity risk arising from the inability 

of the TFS group (including the Group) to maintain the capacity to fund assets and 

repay liabilities in a timely and cost-effective manner would have a negative impact 

on the Group’s ability to refinance maturing debt and fund new asset growth.  

Increases in credit losses could adversely affect the Group’s results of operations and 

financial condition.  There is residual value risk that the estimated residual value at 

lease origination will not be recoverable at the end of the lease term.  Changes in 

interest rates, foreign currency exchange rates and other relevant market parameters or 
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prices cause volatility in the Group’s results of operations, financial condition and 

cash flows.  The failure of any of the financial institutions and other counterparties to 

which the Group has exposure, directly or indirectly, to perform their contractual 

obligations, and any losses resulting from that failure, may materially and adversely 

affect the Group’s liquidity, results of operations and financial condition. 

Further, inadequate or failed processes or systems or internal controls, models, 

estimates or assumptions, human error, employee misconduct, catastrophic events, 

external or internal security breaches, acts of vandalism, computer viruses, malware, 

ransomware, misplaced or lost data or other events could disrupt its normal operating 

procedures, damage its reputation and have an adverse effect on the Group’s business, 

results of operations and financial condition.  The Group’s failure to prevent security 

breaches or cyber-attacks could subject it to liability, decrease its profitability and 

damage its reputation. 

The worldwide automotive market is highly competitive and volatile and the 

worldwide financial services industry is also highly competitive.  Toyota’s future 

success depends on its ability to offer new, innovative and competitively priced 

products that meet customer demand on a timely basis.  Toyota’s ability to market and 

distribute effectively is an integral part of Toyota’s successful sales.  Toyota relies on 

suppliers for the provision of certain supplies including parts, components and raw 

materials.  High prices of raw materials and strong pressure on Toyota’s suppliers 

could negatively impact Toyota’s profitability.  Toyota may also be adversely affected 

by natural calamities, political and economic instability, fuel shortages or 

interruptions in social infrastructure, wars, terrorism and labour strikes. 

In addition, changes to the laws, regulations or to the policies of governments 

(federal, state or local) of Australia or of any other national governments (federal, 

state or local) of any other jurisdiction in which the Group conducts its business or 

international organisations (and the actions flowing from such changes to policies) 

may have a negative impact on the Group’s business or require significant 

expenditure by the Group, or significant changes to the Group’s processes and 

procedures, to ensure compliance with those laws, regulations or policies so that it can 

effectively carry on its business.  Changes to the application or interpretation of tax 

laws may adversely impact the Group’s results of operations and financial condition.  

Toyota may also become subject to various legal proceedings. 

The Group’s principal risks and uncertainties for the remaining six months of the 

financial year have not changed since the issuance of the Group’s 2018 Annual 

Financial Report.  The detailed discussion of these risks and uncertainties and the 

Group’s objectives, policies and processes for managing these risks and uncertainties 

were disclosed in the Management Report, as well as Note 20 in the Notes to the 

Financial Statements, in the Annual Financial Report of the Group for the financial 

year ended 31 March 2018. 



2. Reviewed Condensed Financial Statements for the half-year ended 30 

September 2018 
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Auditor's Independence D eclar otion
As lead auditor for the review of Toyota Finance Australia Limited for the half-year ended 3o
September zor8, I declare that to the best of my knowledge and belief, there have been:

(a) no contraventions of the auditor independence requirements of the Corporations Act 2oot in
relation to the review; and

(b) no contraventions ofany applicable code ofprofessional conduct in relation to the review.

This declaration is in respect of Toyota Finance Australia Limited and the entities it controlled during
the period.

Joe Sheeran
Partner
PricewaterhouseCoopers

Sydney
15 November zor8

PricewatethouseCoopers, ABN gz 78o 4gS 757
OneInternationalTotaersSydney,WatermansQuay,Barangaroo,GPOBOXz6So,SYDNEY NSW zoot
T: +6t z 8266 oooo, F: +6t z 8266 9999,wwupwc.com.au
Leuel u, IPSQ, t6g Macquarie St'reet, Parramatta NSW zt5o, PO Box tt55 Parramatta NSW ztz4
T: +6t z 9659 2476, F: +6t z 8266 9999,wwu.ptDc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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Independent auditor's review report to the members of Toyota
Finance Australia Limited

Report on the llalf-Year Fino:ncio,l Report
We have reviewed the accompanying half-year financial report of Toyota Finance Australia Limited (the
Company), which comprises the consolidated statement of financial position as at 30 September zor8,
the consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the half-year ended on that date, a summary of significant
accounting policies, other explanatory notes and the directors' declaration for the Toyota Finance
Australia group. The group comprises the Company and the entities it controlled during that half-year
(the consolidated entity).

Director s' responsibility for the half-y ear financial report
The directors of the Company are responsible for the preparation and fair presentation of the half-year
financial report in accordance with the accounting policies as described in Note 1 to the financial
statements and have determined that the accounting policies in Note r, which form part of the financial
report, are appropriate to meet the needs of the members and internal purposes. The directors are also
responsible for such internal control as the directors determine is necessary to enable the preparation of
the half-year financial report that is free from material misstatement whether due to fraud or error.

Audit o r' s r e s p o nsib ility
Our responsibility is to express a conclusion on the half-year financial report based on our review. We
conducted our review in accordance with Australian Auditing Standard on Review Engagements ASRE
z4ro Reuiew of a Financial Report Performedby the Independent Auditor of the Entitg, in order to
state whether, on the basis of the procedures described, anything has come to our attention that causes
us to believe that the half-year financial report is not presented fairly, in all material respects, in
accordance with the accounting policies as described in Note r to the financial statements. As the auditor
of Toyota Finance Australia Limited, ASRE z4ro requires that we comply with the ethical requirements
relevant to the audit of the annual financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. It also includes
reading the other information included with the half-year financial report to determine whether it
contains any material inconsistencies with the half-year financial report. A review is substantially less in
scope than an audit conducted in accordance with Australian Auditing Standards and consequently does
not enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Independence
In conducting our review, we have complied with the independence requirements of the Accounting
Professional and Ethical Standards Board's APES rro Code of Ethics for Professional Accountants.

Conclusion
Based on our review, which is not an audit, nothing has come to our attention that causes us to believe
that the half-year financial report of Toyota Finance Australia Limited does not present fairly, in all
material respects, the consolidated entity's financial position as at go September zor8 and its

PriceraaterhouseCoopers, ABN 5z 78o 4SB 757
One InternationalTowers Sydney, Watermans Quay, Barangaroo, GPO BOX 265o, SYDNEY NSW zoot
T: +6t z 8266 oooo, F: +6t z 8266 9999,www.pwc.com.au
Leuel tt, IPSQ, t6g Macquarie Street, ParramattaNSW zt5o, PO Box tt55 Pqrramatta NSW ztz4
T: +6t z 96g9 2476, F: +6t z 8266 9999,wtDwpwc.com.au

Liabilig limited by a scheme approved under Professional Standards Legislation.
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performance for the half-year ended on that date, in accordance with the accounting policies as

described in Note 1to the financial statements.

tdurru*q-zay-a
PricewaterhouseCoopers

Joe Sheeran
Partner

Sydney
15 November zor8
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3. Responsibility Statement 

The directors of TFA confirm that to the best of their knowledge: 

(a) the financial statements and notes set out in “2. The Reviewed Condensed 

Financial Statements for the half-year ended 30 September 2018” are in 

accordance with the Corporations Act 2001 of Australia, including: 

(i) complying with the Australian Accounting Standards, the Corporations 

Regulations 2001 and other mandatory professional reporting 

requirements; and 

(ii) giving a true and fair view of the company’s and consolidated entity’s 

assets, liabilities, financial position and profit and loss as at 30 

September 2018 and of its performance, as represented by the results 

of its operations and its cash flows, for the six months ended on that 

date;  

(b) there are reasonable grounds to believe that the company will be able to pay its 

debts as and when they become due and payable; and 

(c) the management report set out in “1. Management Report” includes a fair 

review of the information required by DTR 4.2.7.  
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