29 July 2016

Toyota Finance Australia Limited (“TFA”)
Annual Financial Report for the financial year es®& March 2016

TFA, was incorporated as a public company limited byreshan New South Wales,
Australia on 18 June 1982, operates under the Catipns Act 2001 of Australia (the
“Corporations Act”) and is a wholly-owned subsidiary doyota Financial Services
Corporation (TFS”), which is a wholly-owned subsidiary ®byota Motor Corporation
*TMC").

In this document, all references to “TFA” or “Pardintity” are to Toyota Finance
Australia Limited and all references to the “Groug”“consolidated entity” are to the
economic entity comprising TFA, the entities it tofs, and special purpose
securitisation trusts which it consolidates.

1. Management Report

(A) Review of the development and performance ef@roup’s business during the
financial year and the position of TFA and the utmléengs included in the
consolidation taken as a whole at the end of thenftial year

References herein to “fiscal 2016” denote the yesrded 31 March 2016 and
references herein to “fiscal 2015” denote the yeaded 31 March 2015.

Unless otherwise indicated in this document, afemences to “Australian dollars”,
“A$” or “$” are to the lawful currency of the Commmuwealth of Australia.

Profit from ordinary activities

The Group’s earnings are primarily impacted by kel of average earning assets
(comprised primarily of investments in finance rigables and operating leases),
earning asset yields, outstanding borrowings amdréhated borrowing cost and the
impact of credit losses and impairment of resickadulies.



The following table summarises the Group’s profifdve income tax by operating
segment for fiscal 2016 and fiscal 2015.

12 Months
Ended 31 March

2016 W 2015@
(A$ in Thousands)

Finance margin

= ROt s 206,754 209,256

S FIEE e 53,606 68,187
Fair valuation MOVEMENT .........ocovuiiiiit e e 35,159 23,089
Cost of fund adjuStMENTS .....ccevviiiiii e e 69,067 63,577
INVESTMENT INCOMIE . .cevviiiii it e e e eas 26,520 18,889
Other unallocated reVeNUE ItEMIS. .........veoveeeeeeeeeeeeeeeee e eeeeee e, 3,431 4,960
TOAI FEVENUE ..ottt ee et e et e e eeae e eenenaeas 394,537 387,958
Segment result

= ROt s 137,238 134,937

S FIEE e 39,804 24,388
Share of net profit of equity accounted investments...................vvueee. 7,610 8,675
Fair value MOVEMENES........iiiiiiiii e et smeme e eeaas, 35,159 23,089
Other unallocated net income (expert3e)...........c.ccooveveveeieeeeeecnrenn, 7,229 6,676
Profit DEfore INCOME taX........eeeee e 227,042 197,766
INCOME tAX EXPENSE .....veveeeeeeeeeeeesammemem e e eeeeeeseneeseeseseeseseneneeenns (67,968) (57,050)
Total Profit @fter iNCOME TaX .....veveeeeeeeeeeeeeeee et eeee et eeeeee e e, 159,074 140,716
Note

1. Retail comprises loans and leases to persondlcammercial customers, including wholesale
finance, which comprises loans and bailment to matbicle dealerships.

2. Fleet comprises loans and leases to small lasserad fleet customers consisting of medium tcelarg
commercial clients and government bodies.

3. Other unallocated net income (expense) comprisese revenues/expenses which cannot be
allocated to either retail or fleet segment onasoeable basis.

4. Fiscal 2016 segment results were revised ttduaralign with internal reporting. The fiscal 2015
comparatives were restated for consistency.

Retail finance margin decreased by 1.2% in fis€dl&2compared to fiscal 2015. This
was due to lower portfolio yield on new businesgtem.

Retalil profit before income tax increased hy% in fiscal 2016 compared to fiscal
2015. Retail profit before income tax for fiscd)1B was affected by the following
factors: (i) lower funding cost after Head Officevy allocation expense; (ii) higher
other income; and (iii) off-set by higher bad dphtvision and administration expense.

Fleet finance margin decreased by 21.4% in fisGdb2compared to fiscal 2015. The
decrease in fleet finance margin relative to thegarative period was due to: (i) lower
portfolio yield on new business; and (ii) lower eage earning assets, in each case
mainly driven by strong competition.

Fleet profit before income tax increased by 63.2f48iscal 2016 compared to fiscal
2015. The increase in fleet profit before incorag for fiscal 2016 was mainly
attributable to lower net bad debts and proviskpeases.
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Financing Assets

On 30 September 2015, the following changes to eptason of the financial
statements were effected:

0] the loans and receivables balance was disagtgddgo present motor vehicles
under operating lease as a separate componentreglassification resulted in
line changes in the financial statements and aceogipg notes. The prior
period comparatives were restated to be consigtémthe changes; and

(i) the accrued interest on derivative financiastruments was changed to align
with the group consolidation reporting. The primeriod comparatives were
restated to be consistent with the changes.

31 March 31 March

Loans and receivables 2016 2015

(A$ in Thousands)
BailMeNt STOCK. .. .uiiiieee i 1,989,110 1,759,800
BLIC=] 0T (0= L 13RS 10,744,345 10,227,055
TEIM PUICHASE ...evviviiiie ittt eee ettt e e e e e e e eeeaeeeanas 676,507 854,491
FINANCE [BASES ......vveeeevie ettt ettt e e eaae e eaaeeas 614,968 794,271
Gross loans and receivables...........ccovveeieeeieeecee e 14,024,930 13,635,617
UNEAMNEH INCOME........eveieieeeseee et eeeeemee e ee et ee et (1,165,940)  (1,223,581)
Net loans and receivables (net of unearned income)............cccc...... 12,858,990 12,412,036
Provision for impairment of loans and receivables........................... (163,614) (177,100)
Net l0ans and receivables..............cccceveeeeveveeeeeeeee e 12,695,376 12,234,936

31 March 31 March

Motor vehicles under operating lease 2016 2015

(A$ in Thousands)
AL COST. .. e eees 1,826,805 1,742,241
Provision for impairment 10SS ............coviceeemiiiie e (30,361) (27,275)
Accumulated depreciation (661,305) (628,624)
Total motor vehicles under operating lease..............cocvccvevevevenennnn,s 1,135,139 1,086,342

There was growth of 3.8% in net loans and receeshlnet of provision for

impairment) in fiscal 2016 compared to fiscal 20THhis is a reflection of: (i) Toyota’'s
continued number one position in the Australian onotehicle market; (ii) TFA's

competitive advantage in obtaining funding as aultesf existing credit support
arrangements involving TMC and TFS; and (iii) cangd new business origination
precipitated by joint sales and marketing actisitigth the distributor and dealers.

Bailment stock, comprising motor vehicles financkyg the Group on behalf of
dealerships, increased by 13.0% in fiscal 2016 @vetpto fiscal 2015. The level of
bailment stock is influenced by seasonality ancheaac conditions.

Motor vehicles under operating lease increased .b%4in fiscal 2016 compared to

fiscal 2015. The increase reflects Toyota Fleendgement’'s focus on expanding its
business through the acquisition of new customers.
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Term loans and Term purchase increase®.tfp in fiscal 2016 compared to fiscal
2015. This is primarily due to strong growth oé tGuaranteed Future Value5FV”)
product. There was a decrease in unearned inco#&% over the equivalent period
due to tightening of the finance margin.

Finance leases decreased by 22.6% in fiscal 20dpaed to fiscal 2015. The decline
in finance leases reflects a declining popularftthe product in the market.

Provision for impairment as a percentage of finagassets (ie Loans and receivables
and Motor vehicles under operating lease) was 1.B8fiécal 2016 compared to 1.51%
in fiscal 2015.

A maturity analysis of financing assets follows.

31 March 31 March
Loans and Receivables 2016 2015
(A$ in Thousands)
Not longer than 12 MonthS.........coooeiiiiiieeeee e 5,195,437 4,800,959
BEYONd 12 MONTNS.....c.oiiiiiiecie e et ens 7,663,553 7,611,077
TOMAL ..ttt ettt 12,858,990 12,412,036
31 March 31 March
Motor vehicles under operating lease 2016 2015

(A$ in Thousands)
Future minimum lease receipts under non-cancellgideating leases

Not longer than 12 MmonthS.........coooeiiiiiiieeeee e 250,210 252,176
Beyond 12 months and under 5 years........ccccceeevvvvvviiiniiiieeeneeneennnns 292,577 309,026
BEYONA 5 YBAIS ... .eeiiueieetieectie et e etee e et e etee e ee e e et e et e eateeenaaeenes 4,956 4,103
Lo = LT PRURURRPPRPR 547,743 565,305

The increase of 3.3% in the maturity analysis tataliscal 2016 compared to fiscal
2015 is generally reflective of the correspondingease in the majority of the current
and non-current maturity bandings in fiscal 2016pared to fiscal 2015.

Net financing income

12 Months
Ended 31 March
2016 2015
(A$ in Thousands)
Financing revenue and similar revenue ..........eee..vvveeiieerieeiinnnnnnns 1,066,631 1,105,685
Financing expense and similar Charge ... o oooeeeeveveeeenens. (672,094) (716,737)
Net iINANCING INCOME..........c.coeeviveeeeeeeeeeeee e 394,537 388,948
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The following table shows the amounts of each ef &roup’s major categories of
financing revenue and financing expense.
12 Months
Ended 31 March
2016 2015
(A$ in Thousands)

Financing revenue and similar revenue

INEErESL FEVENUE ......eviiiiiiiii et e e 853,260 891,246
Rental income on motor vehicles under operatingdea................ 346,422 336,784
FEE INCOMB ... it 88,421 86,398
FEE EXPENSE ...t eeeeeee e eeeeeee st ee et s o en et e (221,472) (208,743)
Total financing revenue and similar revenue w....................oee.... 1,066,631 1,105,685

Financing expense and similar charge

INLEIESt EXPENSE ..ceu ittt ettt ettt e et e e e eba e e e e eaa e eeeen 371,346 390,505
Net loss/(gain) on translation of foreign curredept...................... (206,428) 497,787
Fair value (gain)/loss on derivative financial mshents at fir value

through profit or I0SS .......uueiiiiiiiiii e 214,964 (447,737)
TranSaCiON COSES .....cciiiiiiiiiieaeee e 15,069 13,457
Depreciation expense on vehicles under operataggle................. 277,143 262,725
Total financing expense and similar charge..............cccvevoveeene... 672,094 716,737

Financing revenue and similar revenue decreasegl3% in fiscal 2016 compared to
fiscal 2015. This was driven by a lower portfofield on new business.

The Group’s fee income increased by 2.3% in fik#l6 compared to fiscal 2015.
This was due to higher termination and new acdorsiees.

Fee expense increased by 6.1% in fiscal 2016 caedgarfiscal 2015 primarily due to
higher incentive payments to encourage growth.

Total financing expense and similar charge decrelyges.2% in fiscal 2016 compared
to fiscal 2015. The decrease was mainly due toga&is on translation of foreign
currency in fiscal 2016. The Group continues te dsrivative contracts as part of its
interest rate and currency risk management progeamm

Depreciation, amortisation and impairment expenses
12Months
Ended 31 March

2016 2015
(A$ in Thousands)

Depreciation on property, plant and equipment

Leasehold iMProvVEMENTS .........uiiiiee oo oo e e e e e s s 1,075 1,174
Plant and eqUIPMENt ..........coviiiiiiiiieiemmmmm e e e ee e e e 1,249 1,323
MOLOF VENICIES. ... 1,766 2,742
Total depreCiation.............ouuuuuiiisi s et e e e 4,090 5,239
Amortisation

Computer software development............ooccccceevvievieeeviiiiiiiiee e 19,049 15,838
Impairment losses

Computer software development and equipment...................oeeo - 1,758
Total depreciation, amortisation and impairmentesmges.................. 23,139 22,835
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Impairment of Financing Assets

The Group’s level of credit losses is influencedmarily by two factors: the total

number of contracts that default and loss per gecge. The Group maintains an
allowance for credit losses to cover probable less@he following table provides
information related to the Group’s credit loss aigmce.

As at

31 March 31 March
2016 2015

(A$ in Thousands)

Provision for impairment of loans and receivables

Opening balanCe............uuviiiiiiii e 177,100 151,466
Bad debts written Off ..........ouviiiiiiii (83,768) (65,886)
Increase in impairment [0SS ProviSiON .......cccceeiiieiiieeeniiiniiieeeennens 70,283 91,520
Closing balanCe .........oveveiiiiiii e 163,615 177,100
As at
31 March 31March
2016 2015

(A$ in Thousands)
Provision for impairment of motor vehicles under ograting lease

Opening balanCe............uuviuiiiiii s eeeeeeercc e 27,275 21,809
Increase in impairment [0SS ProviSiON .......ccceeeiiieiiieeeniiiniiieeeeeees 3,086 5,466
ClosiNng balanCe .........ouvueiiiii e 30,361 27,275
As at
31 March 31March
2016 2015

(A$ in Thousands)
Impairment loss

Recovery of bad debts written off ...........ccceeciriiiiiee (15,855) (10,051)
Increase in impairment [0SS ProviSiON .......ccceeeiiieriieeeniiiniiieeeeneens 73,368 96,986
Total IMPAIMENT......uveiiiii e 57,513 86,935

Provisions for impairment of loans and receivabéee established when there is
objective evidence that the Group is unlikely tdlemi all amounts due under the
original terms of the contract. The above balararesconsidered adequate to cover
expected credit losses as of 31 March 2016.

The total provision for impairment of financing etss as at 31 March 2016 is
$194.0 million or 1.38% of net loans and receivables andtan vehicles under
operating lease (net of accumulated depreciatiompared to $204.4 million or 1.51%
of net loans and receivables and motor vehicleseuraperating lease (net of
accumulated depreciation) at 31 March 2015. Thavipion as a percentage of
receivables is lower compared to the prior fisazdrydue to lower provisions in fleet
business. The Group continues to review and uptiaprovisioning methodologies as
and when it is deemed necessary.
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Total bad and doubtful debt expense decreasedadnlf2016 compared to fiscal 2015.
The decrease is reflective of the portfolio’s ohjexevidence.

Cash flows

Abridged Statement of Cash flows

12 Months
Ended 31 March

2016 2015
Cash flows from operating activities (A$ in Thousands)
Net cash outflow from lending and other operatiogyvdies................ (847,775) (796,109)
INtErest reCeIVEM .......oooiiiiiiii e 852,686 889,736
Rental INCOME reCeIVEM............uuuiiiiiiiccceeeiiieiieeeeeee e e 346,422 336,782
T (=TS A o = o OSSR (407,348) (451,506)
INCOME tAXES PAIA......cvviriiiiiiiee e eeeeeee e e e e eeeeaanee (64,515) (55,065)
Net cash (outflow) from operating activitieS............cceeevvieeeimmnnnnn. (120,530) (76,162)
Net cash (outflow) from investing activities ............ccceeeeeieee e, (12,624) (10,597)
Net cash inflow from financing activities .. 59,490 683,177
Net increase/(decrease) in cash and cash equwalent ................... (73,664) 596,418

Cash flows provided by operating, investing andafficing activities have been used
primarily to support asset growth.

In fiscal 2016 an inflow of funds from financingtaity of $59.5 million and a net
inflow of $791.8million from interest and rental income were useditance increased
lending and other operating activities of $84ma8lion. There was a $73.million
decrease in the Group’s net cash position duriag/éar.

In fiscal 2015 an inflow of funds from financingtaity of $683.2 million and a net
inflow of $775.0 million from interest and rentaktbme were used to finance increased
lending and other operating activities of $796.1liom. There was a $596.4 million
increase in the Group’s net cash position duriegydar.

The Group believes that cash provided by operatimd) financing activities as well as
access to domestic and international capital marketl the issuance of commercial
paper will provide sufficient liquidity to meet fute funding requirements.
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Parent Entity Financial Information

Statement of Financial Position — Parent Entity

As at
31 March 31 March
2016 2015
(A% in Thousans)
Asses
Cash and cash equival€...............ooovvviiiiiiiiiiiiii e 1,199,10 1,272,77
Loans and receivabl...............oooiiiiiiii 12,695,37 12,234,93€
Motor vehicles under operating 1€ ..........uveeiiiiiiiii, 1,135,13 1,086,34.
Derivative financial INStrUMEr..........cocoovviiiiiiiiiee e, 443,25¢ 721,544
INVESTMENTS IN ASSOCIA ....uuiiveiiiieeiiieeiiee e e e et e e e e et 4,28¢ 4,28¢
INtANGIDIE ASSE ...uuniiiiieiiiiceeeee e 40,09¢ 44,98t
Property, plant and equipmM..........covvviiiiiiiiiie e 10,18: 10,59:
DEFEITEA tAX ASSE......vuiiiirieiiiiee it e e e e e e b 10,06° 28,25"
(@1 g 1= = 11 TR 720,07- 725,33.
0] = | YT <Y T 16,257,584 16,129,046
Liabilities
Due to banks and other financial instituti ...............cccoovevviviiiiinnnn, 2,865,98 3,125,93!
Bonds and commercial Paj...........cvvveiiiiiiieieeiiieeeeic e 8,641,48 8,275,17
Related party abiliti€..........cooiiieeeiiiiiiiiiiiieiee e 3,061,91 3,276,09:
Derivative financial INStrUMEr..........cococvviiiiiiiiiiee e, 258,23 149,47:
Other abilitie. . ....v i 322,061 324,872
Total LiabilitieS......uuiiiieiiii i 15,149,68 15,151,55(
Nt AS S ..t 1,107,896 977,496
Equity
Contributed EQUIT.......uueiiiiie e 120,00( 120,00(
Retained arnini...........ooiiiuiiiiii e 987,89t 857,49t
TOtal EQUILY oo 1,107,896 977,496

As at 31 March 2016, current assets and currerilifias amounted to $7,281,268,000 and
$7,138,466,000, respectively (2015: $7,246,486a0a0%$6,087,830,000, respectively).

Statement of Comprehensive Income — Parent Entity

12 Months
Ended 31 March
2016 2015

(A% in Thousans)
Interest and SiMilar FEVEN .............uuuuiiiiiiiiiiieeee e 1,066631 1,105,68
Interest expense and similar chal ...........cccccvieeinii e, (854,034) (845,871)
Net financing income 212597 259,81«
(@1 g 1= T Yo7 o] 1 o F T 199,711 214,912
Net Operating INCOME............uuuuuuriiriieeeeeeeeeeeiiii e e e e eeeeeenm s 412,30t 474,72
Bad and doubtful debts eXpe ...........cceeiiiiiiiiiiii (57,513 (86,935
Employee benefiteXpens..........oouvvviiiiiiiiiie (84,160 (80,446
Depreciation, amortisation and impairment exXp..........cccovvvvvvvvennnn, (23,139 (22,835
IT and COMMUNICALION EXPET.......ccuuriiiiiiiiieeeeeeeieeeeee e e (10,835 (9,252
Sales and Marketing EXPe.......ooveeeiiivieeiiiiiiiiins e e e (9,056 (9,401
(@ ool 1] o -1 o o3RRS (6,469 (5,824
Other EXPENSI ...ttt (17,532) (17,155)
Profit before iNCOME taX ........viiiviiiieei e 203,60: 242,87t
INCOME tAX EXPEN ..o (67,968) (57,050)
Profit after INCOME taX.......couiiviiiee e 135,636 185,828
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Derivatives and Hedging Activities

The consolidated entity’s activities expose it teaaiety of financial risks: market risk
(including currency risk and interest rate riskpedit risk, liquidity risk and residual
value risk. The consolidated entity’s overall rislanagement programme focuses on
the unpredictability of financial markets and se&ksnanage potential adverse effects
on the financial performance of the consolidatetityen The consolidated entity does
not enter into or trade financial instruments, udthg derivative financial instruments,
for speculative purposes. Derivative financialtimsents are used to manage the
consolidated entity’s exposure to currency risk mmerest rate risk. The residual value
risk of the consolidated entity arises mainly froeneivables under operating leases and
loans with guaranteed future value.

Risk management is carried out by various comnsttaed departments based on
charters or policies approved by senior managenmeatcordance with the Group’s
Enterprise Risk Management Framework.

Asset and Liability Committee

An Asset and Liability Committee meets to proadiinend collaboratively manage and
monitor the interest rate and liquidity risks oé tbonsolidated entity. The consolidated
entity’'s Treasury department identifies, evaluadesl hedges financial risks. The
Treasury department implements the consolidatedy®sntpolicies to manage the
consolidated entity’s foreign currency risk, intgreate risk, credit risk with banks and
other financial intermediaries and liquidity risk.

Compliance Committee

The Compliance Committee is responsible for thealdisthment, publication and
maintenance of the Compliance Framework to mandmge donsolidated entity's
compliance with all the laws, regulations and codéspractice that apply to the
business and the conditions of the Group's AuattaCCredit Licence and Australian
Financial Services Licences.

Foreign exchange risk

The consolidated entity operates in internatiorgdital markets to obtain debt funding
to support its earning assets. Transactions magebeminated in foreign currencies,
exposing the consolidated entity to foreign excleangk arising from various currency
exposures.

Foreign exchange risk arises from recognised assadsliabilities denominated in
currency that is not the entity’'s functional cuegrand net investments in foreign
operations. The risk is measured using debt ntgtanalysis.

Management has set up a policy requiring the cateted entity to manage its foreign
exchange risk against their functional currencyhe Tonsolidated entity is required to
hedge 100% of its foreign exchange risk at the tohalebt issuances. Derivative
financial instruments are entered into by the cbaated entity to hedge its exposure to
foreign currency risk, including:
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. forward foreign exchange contracts to hedge theidar currency risk arising on
the issue of commercial paper in foreign currenaias affiliated entity loans; and

. cross currency swaps to manage the foreign curremzy interest rate risk
associated with foreign currency denominated medarm notes.

The consolidated entity’s exposure to foreign auryerisk at the reporting period
ending 31 March 2016 is immaterial. There has beechange in this position when
compared to the reporting period ending 31 Marctb20

Cash flow and fair value interest rate risk

Cash flow interest rate risk is the risk that timeife cash flows of a financial instrument
will fluctuate because of changes in market intera®s. Fair value interest rate risk is
the risk that the value of a financial instrumenll Wuctuate because of changes in
market interest rates. The consolidated entigxosed to the effects of fluctuations in
the prevailing levels of market interest rates taborrows and lends funds at both
floating and fixed rates. Derivative financial tinsnents are entered into by the
consolidated entity to manage its exposure to ftashand fair value interest rate risk,

including:

. fixed-to-floating interest rate swaps to manageitierest rate risk generated by
the consolidated entity’s earning assets. Suchrast rate swaps have the
economic effect of converting loans and receivaliles fixed rates to floating
rates;

. fixed-to-floating interest rate swaps to manageititerest rate risk generated by
the consolidated entity’'s functional currency demaated fixed rate medium term
notes. Such interest rate swaps have the ecoreffaat of converting borrowings
from fixed rates to floating rates; and

. cross currency swaps to manage the foreign curremzy interest rate risk
associated with foreign currency denominated mediemm notes. Such cross
currency swaps have the economic effect of comgetiorrowings from foreign
denominated fixed rates to functional currencytflugrates.

Under the interest rate swaps, the consolidatedyeagrees with other parties to
exchange, at specified intervals (mainly quarterifhe difference between fixed
contract rates and floating rate interest amouatsutated by reference to the agreed
notional principal amounts. Under the cross cuyeswaps, the consolidated entity
agrees with other parties to exchange, at spedifieavals, foreign currency principal
and fixed rate interest amounts and functional enay principal and floating rate
interest amounts calculated with reference to theed functional currency principal
amount.

The consolidated entity’s policy is to maintain mokits debt exposure in its functional
currency at floating rate, using interest rate svapcross currency swaps to achieve
this when necessary. The consolidated entity’'scpad to maintain between 20% and
50% of its loans and receivables funded at a figatate, using interest rate swaps to
achieve this when necessary.
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The following table details the Group’s exposurenterest rate risk as at the end of the

reporting period.

Weighted  Variable Fixed Interest Rate Non Total

Average Interest Over 5 Interest

Interest Rate Lessthan1l 1to5 years years Bearing
31 March 2016 Rate % $'000 year $000 $'000 $'000 $'000 $'000
Operating Lease
receivable 6.0% - 517,032 637,309 11,158 - 1,165,499
Financial Assets
Cash and liquid
ASSEtS...ceiiiiiiiienn, 2.3% 1,199,106 - - - - 1,199,106
Loans and
receivables.............. 6.8% 3,134,749 2,993,670 6,468,429 262,142 - 12,858,990
Hedge swaps........... 8,887,250 (3,556,000) (5,291,250) (40,000) - -
Other assets............ - - - - 53,383 53,383
Total financial assets 13,221,105 (45,298) 1,814,488 233,330 53,383 15,276,978
Financial liabilities
Banks and other
financial institutions.. 2.8% 4,896,753 - - - - 4,896,753
Loans from related
company........c.oeeeees 2.4% 364,464 - - - - 364,464
Commercial papetr... 2.4% 2,081,951 - - - - 2,081,951
Medium term notes.. 2.9% 1,296,199 1,363,811 3,899,524 - - 6,559,534
Cross currency
SWAPS..eeveennnnnnnnnnnnnn, 2,215,485 (588,506) (1,656,979) - - -
Interest rate swaps.. 3,502,300 (820,600) (2,681,700) - - -
Other liabilities......... - - - - 322,409 322,409
Total financial
liabilities ................. 14,357,152 (15,295)  (439,155) - 322,409 14,255,111
Net financial
assets/liabilities........ (1,136,047) (30,003) 2,253,643 233,300 (269,026) 1,051,867

Weighted  Variable Fixed Interest Rate Non Total

Average Interest Less than Over 5 Interest

Interest Rate 1 year 1to 5 years years Bearing
31 March 2015 Rate % $000 $'000 $'000 $'000 $'000 $'000
Operating Lease
receivable 6.8% - 480,186 624,519 8,911 - 1,113,616
Financial Assets
Cash and liquid
asSetS.....ccoveveeiennnnn. 2.7% 1,272,771 - - - - 1,272,771
Loans and
receivables.............. 7.3% 3,068,971 2,724,194 6,370,664 248,207 - 12,412,036
Hedge swaps........... 7,593,250 (2,516,000) (4,987,250) (90,000) - -
Other assets............. - - - - 38,119 38,119
Total financial assets 11,934,992 688,380 2,007,933 167,118 38,119 14,836,542
Financial liabilities
Banks and other
financial institutions.. 3.3% 5,320,753 - - - - 5,320,753
Loans from related
company..........oeeeees 2.8% 394,063 - - - - 394,063
Commercial papetr... 2.8% 2,034,550 - - - - 2,034,550
Medium term notes... 3.4% 1,137,564 51,000 5,052,065 - - 6,240,629
Cross currency
SWAPS..evvennnnnnnnnnnns 1,841,890 - (1,841,890) - - -
Interest rate swaps.. 3,013,800 (51,000) (2,962,800) - - -
Other liabilities......... - - - - 325,221 325,221
Total financial
liabilities ................. 13,742,620 - 247,375 - 325,221 14,315,216
Net financial
assets/liabilities........ (1,807,628) 688,380 1,760,558 167,118 (287,102) 521,326
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Credit Risk

The consolidated entity’s Treasury manages crasht through the use of external
ratings such as Standard & Poor’s ratings or edgmacounterparty diversification,
monitoring of counterparty financial condition anwaster netting agreements in place
with all derivative counterparties.

The below table shows the percentage of the calmeli entity's money market
deposits and derivatives relating to treasury fogdictivities, based on the Standard &
Poor’s rating.

Consolidated Consolidated
2016 2015

Rating % %
A 26 40
At e —————— 29 59
e —————————————— - 1
Ao e —— 45 -
100 100

* On 31 March 2016, the percentage of credit painsed in monitoring counterparty credit risk in
funding activities was changed to mark-to-markebants in derivatives from notional amounts in
prior year. The comparatives have been restatbd tmnsistent with the current change.

The Group does not currently anticipate non-peréoroe by any of its counterparties
and has no reserves related to non-performancé 35 arch 2016. The Group has
not experienced any counterparty default duringlthenonths ended 31 March 2016.

Liguidity and Capital Resources

The Group requires, in the normal course of busingsbstantial funding to support the
level of its earning assets. Significant reliameglaced upon the Group’s ability to
obtain debt funding in the capital markets and fratirer sources in addition to funding
provided by earning asset liquidations and cashiged by operating activities.

Commercial Paper
Commercial paper issuances are used to meet ghnorthinding needs.

Domestic commercial paper issued by TFA ranged fapproximately $958 million to
$1,398 million during the year ended 31 March 20d@h an average outstanding
balance of approximately $1,136 million.

Euro commercial paper issued by TFA ranged frometeivalent of approximately
$497 million to the equivalent of approximately #88 million during the year ended
31 March 2016, with an average outstanding balahtiee equivalent of approximately
$864 million.
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Medium Term Notes

Long term funding requirements are met through, ragrmther things, the issuance of a
variety of debt instruments in both the Austral@md international capital markets.
Domestic and Euro medium term noteBITNs”) have provided TFA with significant
sources of funding in years prior to fiscal 20IBuring the year ended 31 March 2016,
TFA issued $200 million of Domestic MTNs and theuiglent of approximately
$1,406 million of Euro MTNs all of which had origih maturities of one month or
more.

For the year ended 31 March 2016, TFA had the atgriv of $6,598 million of MTNs
outstanding of which the equivalent of approximat®2,895 million was denominated
in foreign currencies. The original tenors ofMII'Ns outstanding as at 31 March 2016
ranged from 1 year to 10 years.

TFA anticipates continued use of MTNs. The Progr@s under which MTNs are

issued by TFA in the Australian and internatiorapital markets may be expanded or
updated from time to time to allow for the contiduese of these sources of funding. In
addition, TFA may issue notes in the Australian artdrnational capital markets that
are not issued under its MTN programmes.

Back Up Liquidity and Other Funding Sources

On 18 November 2015, TFA and other Toyota affisadatered into a U.S.$5.0 billion
364 day syndicated bank credit facility pursuantat@64 Day Credit Agreement, a
U.S.$5.0 billion three year syndicated bank crdddility pursuant to a Three Year
Credit Agreement and a U.S.$5.0 billion five yegndicated bank credit facility
pursuant to a Five Year Credit Agreement. Theitglib make drawdowns under the
364 Day Credit Agreement, the Three Year Crediteggnent and the Five Year Credit
Agreement is subject to covenants and conditiorstoooary in transactions of this
nature, including negative pledge provisions, caefault provisions and limitations on
consolidations, mergers and sales of assets. 4déay Credit Agreement, the Three
Year Credit Agreement and the Five Year Credit Agrent may be used for general
corporate purposes and were not drawn upon as bfadéh 2016. The 364 Day Credit
Agreement, the Three Year Credit Agreement andRikie Year Credit Agreement,
each dated as of 20 November 2014, were termiraateld8 November 2015.

For additional liquidity purposes, TFA maintainsetiiollowing bank facilities: an
overdraft facility, committed banking facilities dwncommitted money market funding
facilities which aggregated $491.5 million as at\N8drch 2016. The average aggregate
amount outstanding under these facilities during year ended 31 March 2016 was
$0 million.

In addition to funding obtained from bilateral balolns entered into by TFA in years
prior to the year ended 31 March 2016, TFA entangalbilateral bank loans during the
year ended 31 March 2016 denominated in U.S.$litggal).S.$200 million and
denominated in A$ totalling A$62%illion. The original tenors of these bilateral bank
loans ranged from 2 years to 4 years.
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TFA also has a U.S.$1 billion revolving loan fagilifrom Toyota Motor Credit
Corporation (TMCC”) which is incorporated in California, United Statof America.
TMCC is wholly-owned by Toyota Financial Servicesméricas Corporation, a
California corporation which is a wholly-owned sighary of TFS. The average
amount outstanding under this facility during theay ended 31 March 2016 was
approximately U.S.$132 million.

TFA also has two domestic securitisation programméssder each programme, vehicle
finance receivables up to a specified maximum ttadunt may be sold into a special-
purpose securitisation trust. TFA partially prasdsubordinated funding to each trust.
The accounts of each trust are included in TFAlssotidated financial statements.

Details of each programme are as follows:

TFA funded Balance at 31

Limit Mezzanine March 2016
Date (A$ million) Commitment Note* (A$ million)
November 2009............cceeen... $3,400 Uncommitted 25% $1,483.7
March 201:.......cocovviveineennnns $1,50( Uncommittet 15% $911.*

*TFA subordinated funding
Credit Ratings

The cost and availability of unsecured financingnfiuenced by credit ratings. Lower
ratings generally result in higher borrowing coassswell as reduced access to capital
markets. Credit ratings are not recommendatiortsito sell or hold securities and are
subject to revision or withdrawal at any time by thssigning rating agency. Each
rating agency may have different criteria for ewilng risk, and therefore ratings
should be evaluated independently for each agency.

Contractual Obligations and Credit-Related Commitiae

The Group has certain obligations to make futungn@nts under contracts and credit-
related financial instruments and commitments. rAggte contractual obligations and
credit-related commitments in existence at 31 M&@h6 are summarised as follows:

Commitments expiring within the following periods

Within 12 months Beyond 12 months
(A% in Millions)
Contractual Obligations:
Premises occupied under lease........... 4.8 10.3
Total debt........cvveiiiiiiiiiiie e 6,433.0 7,469.7
TOtAl e 6,437.8 7,478.0

TFA, as a member of the Toyota Motor Corporatiorsthalia Limited GST (goods and
services tax) Group (theGST Group”), is jointly and severally liable for 100% of the
GST payable by the GST Group. The GST Group hatktaGST payable as at
31 March 2016 of $48.@illion (2015: $50.3 million).
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TFA, in association with other Australian incorp@a entities with a common owner,
implemented the income tax consolidation legistatimm 1 April 2003 with TMCA as
the Head Entity. Under the income tax consolidatiegislation, income tax
consolidation entities are jointly and severalbble for the income tax liability of the
consolidated income tax group unless an incomshaxing agreement has been entered
into by member entities. An income tax sharingeagrent has been executed. TFA
believes the assets of the Head Entity are suffi¢cie meet the income tax liabilities as
they fall due.

The range of Toyota Extra Care warranty contraffesed by TFA since August 2003,
provide an extended warranty to the customer irhamxge for an upfront premium
payment. The risk of claims has been fully insuvath third party insurers. TFA
considers the insurance of risk is sufficient tetany claims which may eventuate.

A fully maintained operating lease is offered untlee Group’s current portfolio of
products. Fully maintained operating leases reqtire Group to provide agreed
services at the Group’s expense. Monthly rentalioles a pre-determined charge for
such services. The cost of such services is eggepariodically during the term of the
leases and recognised in the income statementfidrenee to the stage of completion
method.

Employees

At 31 March 2016, the Group had 598.39 adjustefitime equivalent employees.
Adjusted full-time equivalent employees includeaffsbon maternity leave, outbound
secondments and 34** part-time employees but doats imclude temporary or
contractor staff.

**34 part-time employees equal 21.98 full-time eient employees

The number of employees by business cost cenwé3isMarch 2016 is as follows:

Adjusted FTE Temporary Contractor

Location Employees Staff Staff

EXECULIVE ... 37.29 10 0
COorporate SErVICES .........cuvvruniiiiieeesimmreeeesnennnnns 34.61 2 1
Technology SErviCes ........oouvvviiieiiiiiiiieeeeeeeeeeeeeans 63.55 2 50
BUSINESS SErVICES ....coooiiiiiiiit e e 127.07 5 2
Retall, Finance and Insurance .............cccuveevveeee. 166.27 6 1
Fleet Sales.......ooooiiiiiiiiiiiiieeee e 156.20 3.1 0
Strategic Planning and Marketing ............cccceeee.... 13.40 0.4 0
TOtAl e 598.39 28.5 54

The average age of TFA's employees is 39.5 yediwe average number of years of
employment of TFA’'s employees is 4 years and 8 hmoand the annual average total
remuneration (including bonuses) of TFA's employeas $110,737.52.

There has been an increase in staff numbers oedagh 12 months.

As far as the Group is aware, no employees are mendd the Finance Sector Union.
TFA considers its employee relations to be satisfsic
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(B) Risks and Uncertainties facing the Group

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

presence in Australia, are to finance the acqaisitf motor vehicles by customers in
the form of leasing, term purchase, consumer anchnzercial loans; to provide

bailment facilities and commercial loans to motealers; to provide operating lease
and fleet management services to customers; andelloretail insurance policies

underwritten by third party insurers.

Unless otherwise specified in this section, “TF8up” means TFS and its subsidiaries
and affiliates and “Toyota” means TMC and its colidated subsidiaries.

Each of the Group, the TFS group and Toyota magxmosed to certain risks and
uncertainties that could have a material adverggaandirectly or indirectly on its
financial condition and results of operations:

General Business, Economic, Geopolitical and Markabnditions

The Group’s financial condition and results of @tiems are affected by a variety of
factors, including changes in the overall market rietail contracts, wholesale motor
vehicle financing, leasing or dealer financing, rides in the level of sales of Toyota
and/or Lexus vehicles or other vehicles in Austraihe rate of growth in the number
and average balance of customer accounts, theakastfinance industry’s regulatory
environment, competition from other financiers,eraif default by its customers, the
interest rates it is required to pay on the fundingequires to support its business,
amounts of funding available to it, changes in fineding markets, the used vehicle
market, its credit ratings, the success of efftot&xpand its product lines, levels of
operating expenses and general and administratpenses (including, but not limited
to, labour costs, technology costs and premisess);ageneral economic conditions,
inflation, fiscal and monetary policies in Austeais well as Europe and other countries
in which the Group issues debt. Further, a sigaift and sustained increase in fuel
prices could lead to lower new and used vehiclelmses. This could reduce the
demand for motor vehicle retail, lease and whoéed$mlancing. In turn, lower used
vehicle values could affect return rates, amountgtem off and depreciation on
operating leases or lease residual value provisions

Adverse economic conditions in Australia may lead diminished consumer and
business confidence, lower household incomes, aseiein unemployment rates as well
as consumer and commercial bankruptcy filings,oélivhich could adversely affect
vehicle sales and discretionary consumer spendiiggse conditions may decrease the
demand for the Group’s financing products, as aelincrease defaults and losses. In
addition, as credit exposures of the Group are rgdlgiecollateralised by vehicles, the
severity of losses can be particularly affectedtly decline in used vehicle values.
Dealers are also affected by economic slowdownghyhn turn, increase the risk of
default of certain dealers within the Group’s dealertfolio.

Market conditions are subject to periods of vatgtiwhich can have the effect of
reducing activity in a range of consumer and indusectors which can adversely
impact the financial performance of the Group. vEted levels of market disruption
and volatility, including in the United States andEurope, could increase the Group’s
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cost of capital and adversely affect its abilityaccess the international capital markets
and fund its business in a similar manner, andsatndar cost, to the funding raised in
the past. These market conditions could also laavadverse effect on the results of
operations and financial condition of the Groupdiopinishing the value of the Group’s
investment portfolios and increasing the Group’staaf funding. If, as a result, the
Group increases the rates the Group charges iterness and dealers, the Group’s
competitive position could be negatively affectedhallenging market conditions may
result in less liquidity, greater volatility, widexgy of credit spreads and lack of price
transparency in credit markets. Changes in investrmarkets, including changes in
interest rates, exchange rates and returns frontyequoperty and other investments,
will affect (directly or indirectly) the financigderformance of the Group.

If there is a continued and sustained period oketadisruption and volatility:

. there can be no assurance that the Group will coatio have access to the capital
markets in a similar manner and at a similar cest has had in the past;

. issues of debt securities by the Group may be tmkkm at spreads above
benchmark rates that are greater than those otasissuances undertaken during
the prior several years;

. the Group may be subject to over-reliance on aiqudat funding source or a
simultaneous increase in funding costs acrossadmange of sources; and

. the ratio of the Group’s short-term debt outstagdm total debt outstanding may
increase if negative conditions in the debt marledd the Group to replace some
maturing long-term liabilities with short-term lidibes (for example, commercial

paper).

Any of these developments could have an adversectetin the Group’s financial
condition and results of operations.

Geopolitical conditions may also impact the Growgp®erating results. Any political or
military actions in response to terrorism, regiocahflict or other events such as the
uncertainty caused by the referendum on the Urteddom’s membership of the
European Union, could adversely affect general escon or industry conditions.

Sales of Toyota and Lexus Vehicles

The Group provides a variety of finance and insceaproducts to authorised Toyota
and Lexus dealers and their customers in Austrafiecordingly, the Group’s business
is substantially dependent upon the sale of TogathLexus vehicles in Australia.

The Group’s business is also substantially dependeaon its accredited Toyota and
other vehicle dealership network introducing nemafice and lease business to the
Group and, except in the case of the Group’s basimegulated under the Australian
consumer credit laws or as otherwise agreed wéEtoup, such dealerships are free to
introduce other financiers to their customers. @etition in respect of commission
payments to Australian dealerships from other fumens, as well as changes in
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ownership or financial viability of such dealershimay adversely affect the financial
condition and results of operations of the Group.

Toyota Motor Corporation Australia Limited (theDistributor”) is the primary
distributor of Toyota and Lexus vehicles in Augtaal

Changes in the volume of Distributor sales mayItésum:

° governmental action;

° changes in consumer demand;

° recalls;

° the actual or perceived quality, safety or religpibf Toyota and/or Lexus
vehicles;

° changes in economic conditions;

° increased competition;

° changes in pricing of imported units due to curyeficictuations or other
reasons;

° a significant and sustained increase in fuel priaed

° decreased or delayed vehicle production due toramatlisasters, supply chain

interruptions or other events.

Any negative impact on the volume of Distributotesacould in turn have a material
adverse effect on the Group’s business, finanaaéltion and results of operations.

In addition, while the Distributor conducts extemsimarket research before launching
new or refreshed vehicles and introducing new sesyimany factors both within and

outside the control of the Distributor affect theesess of new or existing products and
services in the market-place. Offering vehicled aarvices that customers want and
value can mitigate the risks of increasing pricenpetition and declining demand, but
products and services that are perceived to bediesisable (whether in terms of price,

quality, styling, safety, overall value, fuel eféacy, or other attributes) can negatively
exacerbate these risks. With increased consuntercannectedness through the
internet, social media, and other media, mere atliegs relating to quality, safety, fuel

efficiency, corporate social responsibility, or @tlkey attributes can negatively impact
the reputation of the Distributor or market accap&aof its products or services, even
where such allegations prove to be inaccurate fmumaed.

The Group operates in a highly competitive envirenthand competes with other
financial institutions and, to a lesser extent, eotmotor vehicle manufacturers’
affiliated finance companies primarily through seey quality, the Group’s relationship
with the Distributor, and financing rates.

Certain financing products offered by the Group rhaysubsidised by the Distributor.
The Distributor sponsors special subsidies andnimes on certain new and used
Toyota and Lexus vehicles that result in reducedhthigp payments by qualified
customers for finance products. Support amountgived from the Distributor in
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connection with these programmes approximate theuats required by the Group to
maintain yields and product profitability at levelsnsistent with standard products.

The Group’s ability to offer competitive financiragd insurance products in Australia
depends in part on the level of the Distributop®ssored programme activity, which
varies based on the Distributor's marketing striaggeconomic conditions, and the
volume of vehicle sales, among other factors. Aegative impact on the level of
Distributor sponsored subsidy and incentive prognas)could in turn have a material
adverse effect on the Group’s business, finanaaéltion and results of operations.

Recalls and Other Related Announcements

Certain members of the Toyota group of companiesrat the world periodically
conduct vehicle recalls which could include tempprauspensions of sales and
production of certain Toyota and Lexus models. Skptember 2010, Toyota Motor
Corporation Australia Limited also announced a tyafecall in respect of certain
Toyota models. Because the Group’s business stantially dependent upon the sale
of Toyota and Lexus vehicles, such events coul@@#Ny affect the Group’s business.

A decrease in the level of sales, including assaltef the actual or perceived quality,
safety or reliability of Toyota and Lexus vehiclesa change in standards of regulatory
bodies will have a negative impact on the leveltltd Group’s financing volume,
insurance volume, earning assets and revenuescrétlié performance of the Group’s
dealer and consumer portfolios may also be adweedtdcted. In addition, a decline in
values of used Toyota and Lexus vehicles would havesgative effect on realised
values and return rates, which, in turn, could@ase depreciation expenses and credit
losses. Further, some members of the Toyota gobupmpanies are or may become
subject to litigation and governmental investigasioand have been or may become
subject to fines or other penalties. These factordd affect sales of Toyota and/or
Lexus vehicles and, accordingly, could have a negaiffect on the Group’s financial
condition and results of operations.

Controlling Shareholder — Credit Ratings and Credupport

All of the outstanding capital stock and votingckt@f TFA is owned directly by TFS.
TFS is a wholly-owned holding company subsidiaryrdvC.

As a result, TFS effectively controls TFA and iseato directly control the composition
of the Board of Directors of TFA and direct the mgement and policies of TFA.

TFA raises most of the funding it requires to supfe business from the domestic and
international capital markets. The availabilitydazost of that funding is influenced by
credit ratings. Lower credit ratings generallyuies higher borrowing costs as well as
reduced access to capital markets. Credit ratmngsiot recommendations to buy, sell,
or hold securities and are subject to revision bhdvawal at any time by the assigning
nationally recognised statistical rating organ@at(“NRSRO"). Each NRSRO may
have different criteria for evaluating risk, ancerfore ratings should be evaluated
independently for each NRSRO.
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The credit ratings for notes, bonds and commemagler issued by TFA, depend, in
large part, on the existence of the credit suppoangements with TFS and TMC and
on the financial condition and results of operatiasf TMC and its consolidated

subsidiaries. If these arrangements (or replacermsangements acceptable to the
rating agencies) are not available to TFA, or € tiredit ratings of TMC and TFS as
credit support providers were lowered, the creditings for notes, bonds and

commercial paper issued by TFA would be adversepacted.

Credit rating agencies which rate the credit of TE@ its affiliates, including TFS and
TFA’s capital markets programmes, may qualify deratatings at any time. Global
economic conditions and other geopolitical factoes/ directly or indirectly affect such
ratings. Any downgrade in the sovereign crediings of the United States or Japan
may directly or indirectly have a negative effect the ratings of TMC and TFA’s
capital markets programmes. Downgrades or placemenreview for possible
downgrades could result in an increase in borrowwgts as well as reduced access to
the domestic and international capital markets.es€hfactors would have a negative
impact on the Group’s competitive position, liqiydifinancial condition and results of
operations.

The credit support arrangements may be amendedidptbthat such amendment does
not have any adverse effects upon any holder ofhaibgs, bonds, commercial paper or
certain other securities issued by TFA outstandinthe time of such amendment, and
does not require the acceptance of the rating agendf TFA for any reason does not
have the benefit of these arrangements, TFA wouisk@ the credit ratings of notes,
bonds and commercial paper issued by it to be antiglly less than the current ratings
of notes, bonds and commercial paper issued bjeailing to either significantly
constrained access, or no access, to the domestioternational capital markets,
substantially higher borrowing costs and potertialh inability to raise the volume of
funding necessary for it to operate its business.

Business Risk — TFS group

Business risk is the risk that the businesses ateahle to cover the TFS group’s
ongoing expenses with ongoing income subsequenhgoevent of a major market
contraction. The TFS group’s business, throughntmncial subsidiaries (including the
Group) and affiliates is substantially dependenbruphe sale of Toyota, Lexus and
Scion vehicles and its ability to offer competitifileancing. Changes in the volume of
sales of such vehicles resulting from governmeumtetion, changes in consumer
demand, changes in the level of sponsored subvempigrammes, increased
competition or other events, could impact the penince of the TFS group’s business
and affect TFS’s ability to fulfil its obligationsnder the credit support agreements.

Liquidity Risk

Liquidity risk is the risk arising from the inalijf to meet obligations in a timely
manner when they become due. The Group’s liquidirategy is to maintain the
capacity to fund assets and repay liabilities timeely and cost-effective manner even
in adverse market conditions. An inability to mebtigations in a timely manner when
they become due would have a negative impact onT#t& group’s (including the

Page 20



Group’s) ability to refinance maturing debt anddumew asset growth and would have
an adverse effect on its financial condition arglles of operations.

Provisions for Bad and Doubtful Debts

The Group cannot assure that its allowance foramatldoubtful debts will be adequate
to cover future credit losses. Increases in créxises could adversely affect the
Group’s financial condition and results of operasio

The Group maintains an allowance for credit logsesover probable and estimable
losses as of the balance sheet date resulting tihemon-performance of its customers
and dealers under their contractual obligationie @etermination of the allowance
involves significant assumptions, complex analyses] management judgment and
requires the Group to make significant estimatesuofent credit risks using existing
qualitative and quantitative information, any draflwhich may change. For example,
the Group reviews and analyses external factorsludmg changes in economic
conditions, actual or perceived quality, safety amtiability of Toyota and Lexus
vehicles, unemployment levels, the used vehiclekatarand consumer behaviour,
among other factors. In addition, internal factasch as purchase quality mix and
operational changes are also considered. A charayey of these factors would cause a
change in estimated probable losses. As a rehdtGroup’s allowance for credit
losses may not be adequate to cover its actuadods addition, changes in accounting
rules and related guidance, new information reggraixisting portfolios, and other
factors, both within and outside of the Group’s tcolp may require changes to the
allowance for credit losses. A material increase¢he Group’s allowance for credit
losses may adversely affect its financial condiamd results of operations.

Risk Relating to Fair Value of Assets

The Group uses various estimates and assumptiodstermining the fair value of
many of its assets, including certain marketableusges and derivatives, which, in
some cases, do not have an established market ealase not publicly traded. The
Group’s assumptions and estimates may be inaccfimateany reasons. For example,
assumptions and estimates often involve mattetsatfgainherently difficult to predict
and are beyond the Group’s control (for examplesro@conomic conditions and their
impact on Toyota dealers). In addition, such est#® and assumptions often involve
complex interactions between a number of dependewt independent variables,
factors, and other assumptions. As a result, tleu®@s actual experience may differ
materially from these estimates and assumptionsmaterial difference between the
estimates and assumptions and the actual expenmeageadversely affect the Group’s
financial condition and results of operations.

Risk of Fluctuations in Valuation of Investment Sadties or Significant
Fluctuations in Investment Market Prices

Investment market prices, in general, are subjectiuctuation. Consequently, the
amount realised in the subsequent sale of an imexgt may significantly differ from

the reported market value and could negativelycaftbe revenues of the Group.
Additionally, negative fluctuations in the value @vailable-for-sale investment
securities could result in unrealised losses resmbnd other comprehensive income or in
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other-than-temporary impairment within the reswfsoperations. Fluctuation in the
market price of a security may result from percéivehanges in the underlying
economic characteristics of the investment, thatired price of alternative investments,
national and international events, or general ntas&aditions.

Impact of Changes to Accounting Standards

The audited consolidated financial statements Heryear ended 31 March 2016 have
been prepared in accordance with the Australian odgtng Standards and

Interpretations issued by the Australian Accountftgndards Board AASB”) as well

as the Corporations Act and comply with InternagioRinancial Reporting Standards
(“IFRS”) as issued by the International Accounting Staddd@oard (TASB”).

The IASB is continuing its programme to develop reveounting standards where it
perceives they are required and to rewrite exisstagdards where it perceives they can
be improved. In particular, the IASB and the FiriahAccounting Standards Board in
the United States continue to work together to loenise the accounting standards of
the United States and IFRS. Any future changeFRS adopted by the AASB may
have a beneficial or detrimental impact on the regubearnings of the Group.

Residual Value and Guaranteed Future Value Risk

Residual value represents an estimate of the ebelrmf market value of a leased asset.
Residual value risk is the risk that the estimat=idual value at lease origination will
not be recoverable at the end of the lease terhe Qroup is subject to residual value
risk on lease products, where the customer mayriretiie financed vehicle on
termination of the lease agreement. The risk as®e if the number of returned lease
assets is higher than anticipated and/or the l@ssupit is higher than anticipated.
Fluctuations in the market value of leased assgisegjuent to lease origination may
introduce volatility in the Group’s profitabilitghrough residual value provisions and/or
gains or losses on disposal of returned assets.

TFA offers GFV loan and hire purchase products tvigive customers a choice to
retain their vehicle at the end of the term of finance contract subject to payment of
all money payable at the end of the term or totkellr vehicle back to the Group or its
nominee for the agreed GFV. The GFV risk is tk& that the vehicle value at the end
of the agreed lease term is less than the GF\Vctiéditions in the market value of these
assets (vehicles) subsequent to lease originat@nintroduce volatility in the Group’s
profitability, through impairment provisions andlosses on disposal of returned assets.
There is no risk to the Group where the customeing the vehicle at the end of the
lease term and pays out the finance contract in ful

Factors which can impact the market value of vehidsets include local, regional and
national economic conditions, new vehicle pricingw vehicle incentive programmes,
new vehicle sales, the actual or perceived qualafety or reliability of vehicles, future

plans for new Toyota and Lexus product introdudjocompetitive actions and

behaviour, product attributes of popular vehick® mix of used vehicle supply, the
level of current used vehicle values, inventoryelsvand fuel prices. Differences
between the actual sale price realised on retwabdtles and the Group’s estimates of
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such values at lease origination could have a negahpact on its financial condition
and results of operations.

Credit Risk

Credit risk is the risk of loss arising from théldee of a customer or dealer to meet the
terms of any retail or lease contract with the Grau otherwise fail to perform as
agreed. The level of credit risk on the Group’'sistomer portfolio is influenced
primarily by two factors: the total number of cadts that default and the amount of
loss per occurrence, which in turn are influencgd/drious economic factors, the used
vehicle market, purchase quality mix, contract tégngth and operational changes.

The level of credit risk on the Group’s dealer fmid is influenced primarily by the
financial strength of dealers within that portfoleealer concentration, the quality and
perfection of collateral and other economic factoihe financial strength of dealers
within the Group’s dealer portfolio is influenceg §eneral macroeconomic conditions,
the overall demand for new and used vehicles asedfittancial condition of motor
vehicle manufacturers, among other factors. Ameiase in credit risk would increase
the Group’s provision for credit losses, which wbilave a negative impact on its
financial condition and results of operations.

A downturn in economic conditions in Australia, unal disasters and other factors
would increase the risk that a customer or deaky not meet the terms of a retail or
lease contract with the Group or may otherwise tfaiperform as agreed. A weaker
economic environment evidenced by, among other g#hinunemployment,
underemployment and consumer bankruptcy filingsy affect some of the Group’s
customers’ ability to make their scheduled paymentiere can be no assurance that
the Group’s monitoring of credit risk, the takingdaperfection of collateral and its
efforts to mitigate credit risk are, or will be,fBcient to prevent an adverse effect on its
financial condition and results of operations.

Market Risk

Market risk is the risk that changes in marketriege rates, foreign currency exchange
rates and other relevant market parameters orgcigese volatility in the TFS group’s

(including the Group’s) financial condition and/oFsults of operations and/or cash
flow. An increase in market interest rates coudtvéh an adverse effect on the TFS
group’s (including the Group’s) business, finana@ahdition and results of operations
by increasing the cost of capital and the ratesesaomembers of the TFES group may
charge their customers and dealers, thereby afteds competitive position. Market

risk also includes the risk that the value of theestment portfolio of the TFS group

could decline.

Senior management of TFA and TFS, where applicadnteyide written principles for
overall risk management, as well as policies cogespecific areas, such as foreign
currency exchange rate risk, interest rate risk, afsderivative financial instruments
and non-derivative financial instruments. Risk agament is carried out by various
committees and departments based on charters aciegolapproved by senior
management of TFA and TFS, where applicable.
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The responsibility for risk management is vestedarous committees and head office
departments which form part of TFA's Governancau@tre. The key committees
include:

. Executive Committee

. Management Committee

. Audit Committee

. Compliance Committee

. Credit Committee

. Asset and Liability Committee

. Residual Value Committee, and
. Project Control Committee

The above committees operate under charters orcig®liapproved by senior
management and the Group’s shareholder, where g

The Group operates in the international capitalketsr to obtain debt funding to
support its earning assets. Transactions may bhendieated in foreign currencies,
exposing the Group to foreign currency exchangeniak arising from various currency
exposures.

The Group has a policy requiring it to manage di®ijn currency exchange rate risk
against its functional currency (i.e. Australiarlas). The Group is required to hedge
100% of its foreign currency exchange rate risk.

Interest rate risk is the risk that the future célsiws of a financial instrument will
fluctuate because of changes in market interessrand/or the value of a financial
instrument will fluctuate because of changes inkeiinterest rates. The Group is
exposed to the effects of fluctuations in the pilengalevels of market interest rates as
it borrows and lends funds at both floating anedixates.

Derivative financial instruments are entered ingdhe Group to economically hedge or
manage its exposure to market risk. However, abmmy market interest rates, foreign
currency exchange rates and market prices canmnayslbe predicted or hedged.

Adverse changes in market interest rates and/eigorcurrency exchange rates could
affect the value of the derivative financial instrents entered into by the Group which
could result in volatility in the Group’s financiabndition and/or results of operations.
Changes in the fair value of derivatives, to théeeithat they are not offset by the
translation of the items economically hedged, nmyoduce volatility in the Group’s
income statement and produce anomalous results.

An increase in the interest rates charged by theus lenders or available to the
Group in the capital markets may adversely affeetGroup’s income.
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As the Group’s assets consist primarily of fixetéreontracts, it is not able to reprice its
existing fixed rate contracts and may be unabléentoease rates on new fixed rate
contracts due to competitive reasons.

Operational Risk

Operational risk is the risk of loss resulting froamong other factors, inadequate or
failed processes, systems or internal controls, féilare to perfect collateral, theft,
fraud, natural disasters or other catastrophesu@img without limitation, explosions,
fires, floods, earthquakes, terrorist attackssriatvil disturbances and epidemics) that
could affect the TFS group (including the Group).

Operational risk can occur in many forms includibgt not limited to, errors, business
interruptions, failure of controls, failure of sgats or other technology, deficiencies in
the Group’s insurance risk management programmappiopriate behaviour or

misconduct by employees of, or those contractqeetéorm services for, the Group and
vendors that do not perform in accordance withrtleentractual agreements. The
Group is also exposed to the risk of inappropriatenadequate documentation of
contractual relationships. These events can pgatigmntesult in financial losses or other
damages to the Group, including damage to reputatio

The Group also relies on a framework of internaitoms designed to provide a sound
and well-controlled operating environment. Dudlie complex nature of its business
and the challenges inherent in implementing contsbluctures across large
organisations, problems may be identified in theirfeli that could have a material effect
on its financial condition and results of operasion

Risk of Failure or Interruption of the InformationSystems or a Security Breach or a
Cyber-attack

The TFS group (including the Group) relies on in&édrand third party information and
technological systems to manage its operationsiapeaposed to risk of loss resulting
from breaches in the security or other failurestlzdse systems. Any failure or
interruption of the TFS group’s (including the Gpds) information systems or the third
party information systems on which it relies agsuit of inadequate or failed processes
or systems, human error, employee misconduct, tcapdsc events, external or internal
security breaches, acts of vandalism, computes@gumalware, misplaced or lost data,
or other events could disrupt the Group’s normatrapng procedures and have an
adverse effect on its business, financial conditiod results of operations.

The Group collects and stores certain personal famancial information from
employees, customers and other third parties. r#gchreaches or cyber-attacks
involving the Group’s systems or facilities, or tbgstems or facilities of the Group’s
service providers, could expose the Group to aoisloss of personally identifiable
information of customers, employees and third partor other proprietary or
competitively sensitive information, business ini@tions, regulatory scrutiny, actions
and penalties, litigation, reputational harm, andss of confidence, all of which could
potentially have an adverse impact on future bssineith current and potential
customers.
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The Group relies on encryption and other informats@curity technologies licensed
from third parties to provide security controls essary to help in securing online
transmission of confidential information pertainirig customers and employees.
Advances in information system capabilities, newscdveries in the field of
cryptography or other events or developments mayltrén a compromise or breach of
the technology that the Group uses to protect semsiata. A party who is able to
circumvent these security measures by methodsasiblacking, fraud, trickery or other
forms of deception could misappropriate proprietafgrmation or cause interruption
to the operations of the Group. The Group mayeeired to expend capital and other
resources to protect against such security breaohesyber-attacks or to remedy
problems caused by such breaches or attacks. TbepG security measures are
designed to protect against security breaches goer-attacks, but the Group’s failure
to prevent such security breaches and cyber-attamkig subject it to liability, decrease
its profitability and damage its reputation.

The Group could be subjected to cyber-attacks ¢batd result in slow performance
and unavailability of its information systems famnse customers. Information security
risks have increased recently because of new témhies, the use of the internet and
telecommunications technologies (including mobieides) to conduct financial and
other business transactions, and the increasedssioption and activities of organised
crime, perpetrators of fraud, hackers, terrorstgl others. The Group may not be able
to anticipate or implement effective preventativeasures against all security breaches
of these types, especially because the technigsed change frequently and because
attacks can originate from a wide variety of sosrc&he occurrence of any of these
events could have a material adverse effect ofstbep’s business.

In addition, any upgrade or replacement of the @i®axisting transaction systems and
treasury systems could have a significant impactiterability to conduct its core
business operations and increase the risk of lesslting from disruptions of normal
operating processes and procedures that may occingdhe implementation of new
systems. These factors could have an adverse effiehie Group’s business, financial
condition and results of operations.

Counterparty Credit Risk

The TFS group (including the Group) has exposurem@ny different financial

institutions and routinely executes transactionshwiounterparties in the financial
industry. The Group’s debt, derivative and investimtransactions, and its ability to
borrow under committed and uncommitted credit faed, could be adversely affected
by the actions and commercial soundness of otin@ndial institutions. The Group
cannot guarantee that its ability to borrow undemmitted and uncommitted credit
facilities will continue to be available on reasbleaterms or at all. Deterioration of
social, political, employment or economic condisoim a specific country or region
may also adversely affect the ability of financumastitutions, including the Group’s

derivative counterparties and lenders, to perfdramr tcontractual obligations. Financial
institutions are interrelated as a result of trgdiriearing, lending or other relationships
and, as a result, financial and political diffice#t in one country or region may
adversely affect financial institutions in otherigdictions, including those with which

the Group has relationships. The failure of anyhef financial institutions and other
counterparties to which the Group has exposurectly or indirectly, to perform their

Page 26



contractual obligations, and any losses resultmgnfthat failure, may materially and
adversely affect the Group’s liquidity, financiaralition and results of operations.

Risk Relating to Non-Toyota Dealers

The Group provides financing for some dealershipglwsell products not distributed
by the Distributor (or one of its affiliates). Agsificant adverse change, such as the
closure, a restructuring or bankruptcy of auton®lilanufacturers other than Toyota
may increase the risk that these dealers may badtag financially and default on their
loans with the Group.

Large Exposures

A large exposure refers to the degree of concémtrat a loan portfolio or a segment of
a loan portfolio. TFA has a large exposure to anlmer of dealerships and fleet
customers. In particular, dealerships may havensomownership and TFA may make
bailment and loan advances to those groups of idspds. Failure of a dealership or
fleet customer to which TFA has a large exposurg adversely affect the financial
condition and results of operations of TFA.

Competition Risk

The worldwide financial services industry is higlelympetitive and the TFS group has
no control over how Toyota dealers source finandorgheir customers. Competitors
of the TFS group (including those of the Group)lude commercial banks, credit
unions and other financial institutions. To a d&ssxtent, the TFS group competes with
other motor vehicle manufacturers’ affiliated fican companies. Increases in
competitive pressures could have an adverse impacthe TFS group’s contract
volume, market share, revenues and margins. FHurthe financial condition and
viability of competitors and peers of the TFS graoogyy have an impact on the financial
services industry in which the TFS group operatesylting in changes in demand for
their products and services. This could have arersgé impact on the TFS group’s
financial condition and results of operations.

The Group’s Assets are Subject to Prepayment Risk

Customers may terminate their finance and leaseaas early. As a result, the Group
estimates the rate of early termination of finanoatracts in its interest rate hedging
activities. Consequently, changes in customer \nebta contrary to the Group’s
estimates may affect its financial condition ansutes of operations.

Regulatory Risk

Regulatory risk is the risk to the TFS group (imlohg the Group) arising from the
failure or alleged failure to comply with appliceliegulatory requirements and the risk
of liability and other costs imposed under varidass and regulations, including
changes in applicable law, regulation and regweagoidance.
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Changes to Laws, Regulations or Government Policies

Changes to the laws, regulations or to the polickegovernments (federal, state or
local) of Australia or of any other national govesrents (federal, state or local) of any
other jurisdiction in which the Group conducts isisiness or international

organisations (and the actions flowing from suclanges to policies) may have a
negative impact on the Group’s business or reqgsigaificant expenditure by the

Group, or significant changes to the Group’s preessand procedures, to ensure
compliance with those laws, regulations or poligeghat it can effectively carry on its

business.

Compliance with applicable law is costly and caie@foperating results. Compliance
requires forms, processes, procedures, controlstandhfrastructure to support these
requirements. Compliance may create operationaktcaints and place limits on
pricing, as the laws and regulations in the finahaervices industry are designed
primarily for the protection of consumers. Changegegulation could restrict the
Group’s ability to operate its business as curyeoferated, could impose substantial
additional costs or require the Group to implemeetv processes, which could
adversely affect its business, prospects, finanméformance or financial condition.
The failure to comply could result in significartatitory civil and criminal fines,
penalties, monetary damages, attorney or legal &k costs, restrictions on the
Group’s ability to operate its business, possiblecation of licenses and damage to the
Group’s reputation, brand and valued customer ioglahips. Any such costs,
restrictions, revocations or damage could adversdfgct the Group’s business,
prospects, financial condition and results of opens.

Australian Taxation

The Group is subject to numerous tax laws andgsired to remit many different types
of tax revenues based on self assessment and tieguld he Group interprets the tax
legislation and accounts to the authorities basedsoknowledge of the tax laws at the
time of its assessment. Tax laws, or the integbiaat thereof, are subject to change
through legislation, tax rulings or court inter@t@n. Changes to the application or
interpretation of tax laws may adversely impact @®up’s financial condition and
results of operations.

The Group may also be subject to an audit by téxaaities after its self assessment. If
the Group has not accounted correctly for its talilities, this may adversely impact
the Group'’s financial condition and results of @iens.

Potential future Australian Government policy measu including but not limited to

potential future stimulus measures or potential me@asures arising from Australian
Government sponsored reviews of the Australiansgsstem or for any other reasons,
may directly or indirectly impact the Group’s netome. A later future modification or
cessation of such potential future measures magradly impact the net income of the
Group.

TFA’'s membership of the GST Group and an income d¢arsolidated group is
discussed in“Contractual Obligations and Credit-Related Commamts” of “1.
Management Report” Transactions by other members of the GST Grawpircome
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tax consolidated group with external parties tséhgroups may be subject to review by
the tax authorities and would be dealt with by lead company of the relevant group.
As such, TFA will generally either have no knowlegdgr not have detailed knowledge,
of any such review as they pertain to other memottise relevant group.

Legal Proceedings

The TFS group is and may be subject to various | legdions, governmental
proceedings and other claims arising in the orgirurse of business. A negative
outcome in one or more of these legal proceedingy adversely affect the TFS
group’s financial condition and results of operasio

Insolvency Laws

In the event that TFA becomes insolvent, insolvepoyceedings (including, without
limitation, administration under the CorporationsctA will be governed by the
applicable laws in force in Australia or the law afother jurisdiction determined in
accordance with Australian law. Those insolverayd, as so applied and interpreted,
may be different from the insolvency laws of cartaither jurisdictions. If TFA
becomes insolvent, the treatment and ranking aderslof Notes issued by TFA and
TFA’s other creditors and shareholders under tHevamt governing law may be
different from the treatment and ranking of thosgespns if TFA was subject to the
bankruptcy or insolvency laws of another jurisaiati In particular (a) the
administration procedure under the Corporations #ttich provides for the potential
re-organisation of an insolvent company, differgngicantly from bankruptcy or
similar provisions under the insolvency laws ofesthon-Australian jurisdictions, and
(b) in Australia some statutory claims by sharebddfor breach of statutory
requirements can rank equally with claims of ottreditors.

Industry and Business Risks - Toyota
The worldwide automotive market is highly compeiti

The worldwide automotive market is highly comps&ti Toyota faces intense
competition from automotive manufacturers in therkats in which it operates.
Competition in the automotive industry has furthmensified amidst difficult overall
market conditions. In addition, competition iselik to further intensify in light of
further continuing globalisation in the worldwideutamotive industry, possibly
resulting in industry reorganisations. Factore@fhg competition include product
quality and features, safety, reliability, fuel aomy, the amount of time required for
innovation and development, pricing, customer serand financing terms. Increased
competition may lead to lower vehicle unit salebjol may result in further downward
price pressure and adversely affect Toyota's firdncondition and results of
operations. Toyota’s ability to adequately resptmdhe recent rapid changes in the
automotive market and to maintain its competitigsneill be fundamental to its future
success in existing and new markets and to maiiteaimarket share. There can be no
assurances that Toyota will be able to competeesséally in the future.
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The worldwide automotive industry is highly vokatil

Each of the markets in which Toyota competes hasn ®ubject to considerable
volatility in demand. Demand for vehicles depemndsa large extent on economic,
social and political conditions in a given markatlahe introduction of new vehicles
and technologies. As Toyota’s revenues are derfrad sales in markets worldwide,
economic conditions in such markets are particylanportant to Toyota.

Reviewing the general economic environment forfimal year ended 31 March 2016,

with respect to the world economy, the United Stateonomy has seen ongoing

recovery mainly due to steady progress of persocaakumption, and the European

economy has seen a moderate recovery in the eweozdeanwhile, weaknesses have
been seen in China and other Asian emerging casntrirhe Japanese economy has
been on a moderate recovery as a whole, while vessknould be seen in personal
consumption and other areas. For the automobdesiny, although markets have

progressed in a steady manner, especially in thgetlrStates, markets in some

emerging countries have become stagnant, and gadse market has slowed down
mainly in the sales of mini-vehicles due to theitaxrease.

The shifts in demand for automobiles are continuargl it is unclear how this situation

will transition in the future. Toyota’s financiabndition and results of operations may
be adversely affected if the shifts in demand fatomobiles continue or progress
further. Demand may also be affected by factamsctly impacting vehicle price or the

cost of purchasing and operating vehicles suclal@s snd financing incentives, prices
of raw materials and parts and components, cositedfand governmental regulations
(including tariffs, import regulation and other és). Volatility in demand may lead to

lower vehicle unit sales, which may result in dovanel price pressure and adversely
affect Toyota’s financial condition and resultsoperations.

Toyota’s future success depends on its abilityffier mew, innovative and competitively
priced products that meet customer demand on dytibasis

Meeting customer demand by introducing attractiesv nvehicles and reducing the
amount of time required for product development amtical to automotive
manufacturers. In particular, it is critical to @ecustomer demand with respect to
quality, safety and reliability. The timely introction of new vehicle models, at
competitive prices, meeting rapidly changing cusgtopreferences and demand is more
fundamental to Toyota’s success than ever, as themmtive market is rapidly
transforming in light of the changing global econonThere is no assurance, however,
that Toyota will adequately and appropriately respto changing customer preferences
and demand with respect to quality, safety, rditgbistyling and other features in a
timely manner. Even if Toyota succeeds in perogivcustomer preferences and
demand, there is no assurance that Toyota will &palle of developing and
manufacturing new, price competitive products itinaely manner with its available
technology, intellectual property, sources of raatenials and parts and components,
and production capacity, including cost reducticapacity. Further, there is no
assurance that Toyota will be able to implementtabpxpenditures at the level and
times planned by management. Toyota’s inabilitydévelop and offer products that
meet customers’ preferences and demand with redpequality, safety, reliability,
styling and other features in a timely manner caekllt in a lower market share and
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reduced sales volumes and margins, and may adyeadfect Toyota’s financial
condition and results of operations.

Toyota’s ability to market and distribute effeclives an integral part of Toyota's
successful sales

Toyota’s success in the sale of vehicles dependssability to market and distribute
effectively based on distribution networks and saéehniques tailored to the needs of
its customers. There is no assurance that Toyadllabe able to develop sales
techniques and distribution networks that effedyivadapt to changing customer
preferences or changes in the regulatory envirohnmetine major markets in which it
operates. Toyota’s inability to maintain well-doged sales techniques and
distribution networks may result in decreased satesmarket share and may adversely
affect its financial condition and results of op&nas.

Toyota’s success is significantly impacted by itditg to maintain and develop its
brand image

In the highly competitive automotive industry, st ¢ritical to maintain and develop a
brand image. In order to maintain and developaadbimage, it is necessary to further
increase customers’ confidence by providing safgh lguality products that meet
customer preferences and demand. If Toyota is lenab effectively maintain and
develop its brand image as a result of its inabilit provide safe, high quality products
or as a result of the failure to promptly implemsatety measures such as recalls when
necessary, vehicle unit sales and/or sale pricgsdeerease, and as a result revenues
and profits may not increase as expected or mayedse, adversely affecting its
financial condition and results of operations.

Toyota relies on suppliers for the provision of taer supplies including parts,
components and raw materials

Toyota purchases supplies including parts, compgsnand raw materials from a
number of external suppliers located around theldvorf~or some supplies, Toyota
relies on a single supplier or a limited numbersoppliers, whose replacement with
another supplier may be difficult. Inability totain supplies from a single or limited
source supplier may result in difficulty obtainisgpplies and may restrict Toyota’'s
ability to produce vehicles. Furthermore, evenafota were to rely on a large number
of suppliers, first-tier suppliers with whom Toyatmectly transacts may in turn rely on
a single second-tier supplier or limited second-seppliers. Toyota's ability to
continue to obtain supplies from its suppliers itinaely and cost-effective manner is
subject to a number of factors, some of which aewithin Toyota’s control. These
factors include the ability of Toyota’s supplieosptrovide a continued source of supply,
and Toyota’s ability to effectively compete and abt competitive prices from
suppliers. A loss of any single or limited souscgplier or inability to obtain supplies
from suppliers in a timely and cost-effective manoeuld lead to increased costs or
delays or suspensions in Toyota’s production and/etees, which could have an
adverse effect on Toyota’s financial condition aesults of operations.
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The worldwide financial services industry is highympetitive

The worldwide financial services industry is higlelympetitive. Increased competition
in automobile financing may lead to decreased margiA decline in Toyota’'s vehicle
unit sales, an increase in residual value risktduewer used vehicle price, an increase
in the ratio of credit losses and increased fundiagts are factors which may impact
Toyota’s financial services operations. If Toy&ainable to adequately respond to the
changes and competition in automobile financingyota's financial services operations
may adversely affect its financial condition angdules of operations.

Toyota’s operations and vehicles rely on variougtdl and information technologies

Toyota depends on various information technologiwaoeks and systems, some of
which are managed by third parties, to processpsingd and store electronic
information, including sensitive data, and to manag support a variety of business
processes and activities, including manufacturimegearch and development, supply
chain management, sales and accounting. In addifioyota’s vehicles may rely on
various digital and information technologies, irdihg information service and driving
assistance functions. Despite security measuregptd’s digital and information
technology networks and systems may be vulnerabledamage, disruptions or
shutdowns due to attacks by hackers, computeresrusreaches due to unauthorised
use, errors or malfeasance by employees and otftewshave or gain access to the
networks and systems Toyota depends on, servicedaior bankruptcy of third parties
such as software development or cloud computingdees; power shortages and
outages, and utility failures or other catastropéents like natural disasters. Such
incidents could materially disrupt critical opeoats, disclose sensitive data, interfere
with information services and driving assistancecfions in Toyota’s vehicles, and/or
give rise to legal claims or proceedings, liabibiryregulatory penalties under applicable
laws, which could have an adverse effect on Togotaand image and its financial
condition and results of operations.

Financial Market and Economic Risks — Toyota
Toyota’s operations are subject to currency anerest rate fluctuations

Toyota is sensitive to fluctuations in foreign @ncy exchange rates and is principally
exposed to fluctuations in the value of the Japaryes, the U.S. dollar and the euro
and, to a lesser extent, the Australian dollar,Rbssian ruble, the Canadian dollar and
the British pound. Toyota’s consolidated finan@tdtements, which are presented in
Japanese yen, are affected by foreign currencyaggehfluctuations through translation
risk, and changes in foreign currency exchangesratay also affect the price of
products sold and materials purchased by Toyotdomeign currencies through
transaction risk. In particular, strengtheningled Japanese yen against the U.S. dollar
can have an adverse effect on Toyota's operatsgjtse

Toyota believes that its use of certain derivatimancial instruments including foreign
exchange forward contracts and interest rate sawagsincreased localised production
of its products have reduced, but not eliminatbd, dffects of interest rate and foreign
currency exchange rate fluctuations. Nonethelassegative impact resulting from
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fluctuations in foreign currency exchange rates ahdnges in interest rates may
adversely affect Toyota’s financial condition aegults of operations.

High prices of raw materials and strong pressure ®doyota’s suppliers could
negatively impact Toyota’s profitability

Increases in prices for raw materials that Toyotal &oyota’s suppliers use in
manufacturing their products or parts and compansath as steel, precious metals,
non-ferrous alloys including aluminium, and plasgarts, may lead to higher
production costs for parts and components. Thigldcoin turn, negatively impact
Toyota’s future profitability because Toyota mayt be able to pass all those costs on
to its customers or require its suppliers to absouidh costs.

A downturn in the financial markets could adversafiect Toyota’s ability to raise
capital

Should the world economy suddenly deteriorate, mbar of financial institutions and
investors will face difficulties in providing capit to the financial markets at levels
corresponding to their own financial capacity, aad, a result, there is a risk that
companies may not be able to raise capital undenste¢hat they would expect to
receive with their creditworthiness. If Toyotausable to raise the necessary capital
under appropriate conditions on a timely basis,ofag financial condition and results
of operations may be adversely affected.

Political, Regulatory, Legal and Other Risks — Tdgo
The automotive industry is subject to various gorexntal regulations

The worldwide automotive industry is subject to iwas laws and governmental
regulations including those related to vehicle safand environmental matters such as
emission levels, fuel economy, noise and pollutionn particular, automotive
manufacturers such as Toyota are required to ingéafety measures such as recalls
for vehicles that do not or may not comply with tkafety standards of laws and
governmental regulations. In addition, Toyota mayrder to reassure its customers of
the safety of Toyota’s vehicles, decide to voluiltamplement recalls or other safety
measures even if the vehicle complies with thetgafeandards of relevant laws and
governmental regulations. Many governments alspose tariffs and other trade
barriers, taxes and levies, or enact price or exgba@ontrols. Toyota has incurred, and
expects to incur in the future, significant costscomplying with these regulations. If
Toyota launches products that result in safety oreassuch as recalls, Toyota may
incur various costs including significant costs foee repairs. Furthermore, new
legislation or changes in existing legislation malgo subject Toyota to additional
expenses in the future. If Toyota incurs significeosts related to implementing safety
measures or meeting laws and governmental regngatiboyota’s financial condition
and results of operations may be adversely affected

Toyota may become subject to various legal procegsdi

As an automotive manufacturer, Toyota may beconigestito legal proceedings in
respect of various issues, including product ligbidnd infringement of intellectual
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property. Toyota may also be subject to legal pedangs brought by its shareholders
and governmental proceedings and investigatiortsyofh is in fact currently subject to
a number of pending legal proceedings and goverhnmeestigations. A negative
outcome in one or more of these pending legal maiogs could adversely affect
Toyota’s financial condition and results of opevas.

Toyota may be adversely affected by natural calamitpolitical and economic
instability, fuel shortages or interruptions in $alcinfrastructure, wars, terrorism and
labour strikes

Toyota is subject to various risks associated witimducting business worldwide.
These risks include natural calamities, politioadl @conomic instability, fuel shortages,
interruption in social infrastructure including ege supply, transportation systems, gas,
water or communication systems resulting from raturazards or technological
hazards, wars, terrorism, labour strikes and wtwkgages. Should the major markets
in which Toyota purchases materials, parts and omepts and supplies for the
manufacture of Toyota products or in which Toyota'sducts are produced, distributed
or sold be affected by any of these events, it regylt in disruptions and delays in the
operations of Toyota’s business. Should signitiaanprolonged disruptions or delays
related to Toyota’s business operations occuraly adversely affect Toyota’s financial
condition and results of operations.
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Report
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TOYOTA FINANCE AUSTRALIA LIMITED AND ITS CONTROLLED ENTITIES
ABN 48 002 435 181

DIRECTORS’ REPORT

The directors present this report on the consolidated entity consisting of Toyota Finance Australia Limited (“the
company”) and the entities it controlled at the end of, or during, the year ended 31 March 2016.

1. DIRECTORS
The directors of the company at any time during or since the end of the financial year are:

Current Directors

J. R. Chandler, a director since 2007; Managing Director since June 2009

I. G. Ritchens, a director since 2010

D. N. Miles, a director since 2011

Y. Yomoda, a director since 2012

A. L. W. Cramb, a director since 2013

B. I. Knight, a director in since 2014

D. C. Buttner, a director since 2014

Y. Toura, appointed director since 2015

H.Hayashi, appointed director on 28 January 2016

S. Abe, as alternate director to Y. Yomoda, an alternate director since 2014
T. Mori, as alternate director to H. Hayashi, appointed as alternate director on 4 February 2016

Former Directors
T. Saito, resigned as director on 1 lanuary 2016 .
S. Watanabe ceased to be alternate director to T. Saito on 1 January 2016

2. PRINCIPAL ACTIVITIES

During the year, the principal continuing activities of the consolidated entity were:

¢  Tofinance the acquisition of motor vehicles by customers in the form of leasing, term purchase, consumer
and commercial loans;

° To provide bailment facilities and commercial loans to motor dealers;

U To provide operating lease and fleet management services to customers; and

¢  Tosell retail insurance policies underwritten by third party insurers.

There were no significant changes in the nature of these activities during the period.

3. DIVIDENDS
The following fully franked dividends were paid by the Company during the year on fully paid shares:

Consolidated Consolidated
2016 2015
$'000 $'000

Final dividends for the year-ended 31 March 2016

of nil cents (31 March 2015:30.1 cents) - 36,121
Interim dividends for the half-year ended 30

September 2015 of 4.40 cents (30 September 2014

9.7 cents) 5,235 11,630
Total dividends 5,235 47,751




TOYOTA FINANCE AUSTRALIA LIMITED AND ITS CONTROLLED ENTITIES
ABN 48 002 435 181

DIRECTORS’ REPORT (continued)

4,

REVIEW OF OPERATIONS

The net profit of the consolidated entity for the year ended 31 March 2016 was $159,074,000 (31 March 2015:
$140,716,000) after deducting income tax expense of $67,968,000 (31 March 2015: $57,050,000).

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

There were no significant changes in the state of affairs of the consolidated entity that occurred during the
financial year under review.

ENVIRONMENTAL REGULATION
The operations of the Company are not subject to any particular or significant environmental regulation.
MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR

Since the end of the financial year, the directors are not aware of any matter or circumstance not otherwise
dealt with in the report or the consolidated accounts that has significantly or may significantly affect the
operations of the consolidated entity, the results of those operations or the state of affairs of the consolidated
entity in subsequent financial periods.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

The company expects its underlying operations to operate profitably in the financial year ending 31 March
2017, atthough, fluctuations in the fair value and translation of some financial instruments resulting in
unrealised gains or losses recognised through the profit or loss may produce anomalous results.

Further information on likely developments in the operations of the consolidated entity and the expected
resuits of operations have not been included in this report because the directors believe it would be likely to
result in unreasonable prejudice to the consolidated entity.

INDEMNITY AND INSURANCE OF DIRECTORS AND OFFICERS

During the financial year, the Company paid a premium of $49,436 to insure the officers of the company and its
controlled entities including the directors, company secretaries, and other officers against allegations of
wrongdoing (other than intentional wrongdoing).

During the year, the company has entered into a deed of access and indemnity with each new director

whereby it has agreed to:

(a) the maximum extent permitted by law, to indemnify directors against any liability in connection with a
director’s act; legal costs incurred by a director in defending a claim or incurred in obtaining legal advice in
relation to their performance of their functions and the discharge of their duties as an officer of the
company; except where the liability arises is in connection with an act which is fraudulent, criminal,
dishonest or a wilful default of the director’s duties as a director of the company;

(b) allow directors to have access to and take copies of the company books for the purpose of assisting them
in relation to any claim; and

{¢) maintain insurance against liabilities (other than excluded liabilities) incurred as a director or an officer of
the company or a controlled entity.



TOYOTA FINANCE AUSTRALIA LIMITED AND ITS CONTROLLED ENTITIES

ABN 48 002 435 181

DIRECTORS’ REPORT (continued)

10. INDEMNITY OF AUDITORS
The Company has agreed to indemnify their auditors, PricewaterhouseCoopers, to the extent permitted by law,
against any claim by a third party arising from the company’s breach of their agreement. The indemnity

stipulates that the company will meet the full amount of any such liabilities including a reasonable amount of
legal costs.

11. PROCEEDINGS ON BEHALF OF THE COMPANY

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring
proceedings on behalf of the company and its controlled entities, or to intervene in any proceedings to which
the company and its controlled entities is a party, for the purpose of taking responsibility on behalf of the
company and its controlled entities for all or part of those proceedings.

No proceedings have been brought or intervened in on behalf of the company and its controlled entities with
leave of the Court under section 237 of the Corporations Act 2001.

12, AUDITOR’S INDEPENDENCE DECLARATION

A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act 2001
is set out on page 5.

13. ROUNDING OF AMOUNTS
The company and its controlled entities is of a kind referred to in Class Order 98/0100, issued by the Australian
Securities and Investments Commission, relating to “rounding off” of amounts in the directors’ report and

financial report. Amounts in the directors’ report and the financial report have been rounded off in accordance
with that Class Order to the nearest thousand dollars, or in certain cases, to the nearest dollar.

This report is made in accordance with a resolution of the directors.

For and on behalf of the Board

iles
Director

Sydney
30 May 2016
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Auditor’s Independence Declaration

As lead auditor for the audit of Toyota Finance Australia Limited for the year ended 31 March 2016, 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 2001 in
relation to the audit; and

b) no contraventions of any applicable code of professional conduct in relation to the audit.

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

// - -
" /
s//
Joe Sheeran Sydney

Partner 30 May 2016
PricewaterhouseCoopers

' PricewaterhouseCoopers, ABN 52 780 433 757
Darling Park Tower 2, 201 Sussex Street, GPO BOX 2650, SYDNEY NSW 1171
T: +61 2 8266 0000, F: +61 2 8266 9999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FORTHE YEAR ENDED 31 MARCH 2016

Consolidated Consolidated
Note 2016 2015
$'000 $'000

Financing revenue and similar revenue 3 1,066,631 1,105,685
Financing expense and similar charges 3 (672,094) (716,737)
Net financing revenue 394,537 388,948
Other income 4 33,599 31,992
Net operating income 428,136 420,940
Impairment of financing assets 9 (57,513) (86,935)
Employee benefits expense (84,160) (80,447)
Depreciation, amortisation and impairment expense 5 (23,139) (22,835)
ITand communication expense (10,835) (9,252)
Sales and marketing expense (9,056) (9,401)
Occupancy {6,469) (5,824)
Other expenses (17,532) (17,155)
Share of net profits of associates accounted for
using the equity method 25 7,610 8,675
Profit before income tax 227,042 197,766
Income tax expense 6 {67,968) (57,050)
Profit attributable to owners of the parent 159,074 140,716
Other comprehensive income
Items that may be classified to profit or loss
Exchange differences on translation of foreign
operations 15 (5,591) 2,633
Total comprehensive income
attributable to the owners of the parent 153,483 143,349

The above consolidated statement of comprehensive income should be read in conjunction with the accompanying
notes.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 March 2016

Consolidated Consolidated
2016 2015
$'000 $'000
Assets Note
Cash and cash equivalents 21 1,199,106 1,272,771
Loans and receivables 8a 12,695,376 12,234,936
Motor vehicles under operating lease 8b 1,135,139 1,086,342
Derivative financial instruments 17 411,074 668,300
Investments accounted for using the equity method 25 62,499 65,716
Intangible assets 27 40,096 44,988
Property, plant and equipment 26 10,187 10,592
Deferred tax assets 28 10,067 28,257
Other assets 23 53,383 38,119
Total Assets 15,616,927 15,450,021
Liabilities
Due to banks and other financial institutions 10 5,261,216 5,714,816
Bonds and commercial paper 11 8,641,485 8,275,176
Derivative financial instruments 17 258,235 149,474
Other liabilities 24 322,409 325,221
Total Liabilities 14,483,345 14,464,687
Net Assets 1,133,582 985,334
Equity
Contributed equity 14 120,000 120,000
Reserves 15 2,509 8,100
Retained earnings 16 1,011,073 857,234
Total Equity 1,133,582 985,334

The above consolidated statement of financial position should be read in conjunction with the accompanying notes.



TOYOTA FINANCE AUSTRALIA LIMITED AND ITS CONTROLLED ENTITIES
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2016

Attributable to Owners of Toyota Finance Australia Ltd

Contributed Retained
Note Equity Reserves Earnings Total Equity
$'000 $'000 $'000 $'000
Balance at 1 April 2015 120,000 8,100 857,234 985,334
Profit for the year - - 159,074 159,074
Other comprehensive income - (5,591) - (5,591)
Total comprehensive income - (5,591) 159,074 153,483
Transactions with owners in their
capacity as owners:

Dividends provided for or paid 16 - - (5,235) (5,235)
Balance at 31 March 2016 120,000 2,509 1,011,073 1,133,582
Balance at 1 April 2014 120,000 5,467 764,269 889,736
Profit for the year - - 140,716 140,716
Other comprehensive income - 2,633 - 2,633
Total comprehensive income - 2,633 140,716 143,349
Transactions with owners in their
capacity as owners:

Dividends provided for or paid 16 - - (47,751) (47,751)
Balance at 31 March 2015 120,000 8,100 857,234 985,334

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.



TOYOTA FINANCE AUSTRALIA LIMITED AND ITS CONTROLLED ENTITIES

ABN 48 002 435 181

CONSOLIDATED STATEMENT OF CASH FLOWS

FORTHE YEAR ENDED 31 MARCH 2016

Cash flows from operating activities
Net cash outflow from lending and other
operating activities
Interest received
Rental income received
Interest paid
Income taxes paid

Net cash outflow from operating activities

Cash flows from investing activities
Payments of intangible assets
Payments of property and equipment
Proceeds from sale of property and equipment
Dividends received from associate

Net cash outflow from investing activities
Cash flows from financing activities
Proceeds from borrowings
Repayments of borrowings
Dividends paid

Net cash inflow from financing activities

Netincrease{decrease)in cash & cash equivalents
Cash & cash equivalents at beginning of period

Cash & cash equivalents at end of period

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.

Consolidated

Consolidated

2016 2015
Note $'000 $'000

(847,775) (796,109)

852,686 889,736

346,422 336,782
(407,348) (451,506)
(64,515) (55,065)
22 (120,530) (76,162)
(14,156) (19,151)
(7,499) (11,837)

3,795 8,761

5,236 11,630
(12,624) (10,597)

10,925,177 10,362,237
(10,860,452) (9,631,309)

16 (5,235) (47,751)
59,490 683,177

(73,664) 596,418

1,272,770 676,353

21 1,199,106 1,272,771




Basis of Preparation

This section describes the company’s significant accounting policies that relate to the financial statements and
notes of the accounts. If an accounting policy relates to a particular note, the applicable policy is contained
within the relevant note. This section also shows new accounting standards, amendments and interpretations
and whether they are effective in the current fiscal year or later years.

1. Corporate information

These financial statements cover the consolidated financial statements of the consolidated entity comprising
Toyota Finance Australia Limited, as chief entity, and the entities it controlled at the end, or during the
financial year.

Toyota Finance Australia Limited (‘the company’) is a company limited by shares, incorporated and domiciled
in Australia. Its registered office and principal place of business is:

Toyota Finance Australia Limited
Level 9, 207 Pacific Highway
ST. LEONARDS, NSW, 2065

A description of the nature of the entity’s principal activities is included in the directors’ report on page 2,
which is not part of the financial statements.

The financial statements were authorised for issue by the directors on 30 May 2016. The company has the
power to amend and reissue the financial statements.

2. Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated. The financial
statements are for the consolidated entity consisting of Toyota Finance Australia Limited and its subsidiaries.

(a) Basis of preparation

These general purpose financial statements have been prepared in accordance with Australian Accounting
Standards and Interpretations issued by the Australian Accounting Standards Board and the Corporations Act
2001. Toyota Finance Australia Limited is a for-profit entity for the purpose of preparing the financial
statements.

Compliance with IFRS

The consolidated financial statements of Toyota Finance Australia Limited and its controlled entities also
comply with International Financial Reporting Standards (IFRS) as issued by the International Accounting
Standards Board (IASB).

Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified by the
revaluation of financial assets and liabilities at fair value through profit or loss (derivatives).

(b) Principles of consolidation

(i) Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Toyota Finance
Australia Limited (“company” or “parent entity”) as at 31 March 2016 and the results of all subsidiaries for the

10



Basis of Preparation (continued)
2. Summary of significant accounting policies (continued)

(b) Principles of consolidation (continued)
(i) Subsidiaries (continued)

year then ended. Toyota Finance Australia Limited and its controlled entities together are referred to in the
financial statements as the consolidated entity.

Subsidiaries are all entities (including structured entities) over which the company has control. The company
controls an entity when the company is exposed to, or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through its power to direct the activities of the entity.
Subsidiaries are fully consolidated from the date on which controls is transferred to the consolidated entity.
They are deconsolidated from the date that the control ceases.

The acquisition method of accounting is used to account for business combinations by the company.

intercompany transactions, balances and unrealised gains on transactions between consolidated entities are
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of
the asset transferred. Accounting policies of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the parent entity.

(ii) Associates

Associates are all entities over which the company entity has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates are
accounted for in the consolidated financial statements using the equity method of accounting, after initially
being recognised at cost.

The company’s share of its associates’ post-acquisition profits or losses is recognised in profit or loss, and its
share of post-acquisition movements in reserves is recognised in other comprehensive income. The cumulative
post-acquisition movements are adjusted against the carrying amount of the investment. Dividends receivable
from associates are recognised in the consolidated financial statements as a reduction against the carrying
amount of the investment.

When the company’s share of losses in an associate equals or exceeds its interest in the associate, including
any other unsecured long-term receivables, the consolidated entity does not recognise further losses, unless it
has incurred obligations or made payments on behalf of its associate.

Unrealised gains on transactions between the company and its associates are eliminated to the extent of the
consolidated entity’s interest in associates. Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred. Accounting policies of associates have been
changed where necessary to ensure consistency with the policies adopted by the consolidated entity.

(c) Foreign currency translation

(i} Functional and presentation currency

Items included in the financial statements of each of the consolidated entities are measured using the
currency of the primary economic environment in which the entity operates (‘the functional currency’). The

consolidated financial statements are presented in Australian dollars, which is the company’s functional and
presentation currency.

11



Basis of Preparation (continued)

2. Summary of significant accounting policies (continued)
{c) Foreign currency translation (continued)
(i) Functional and presentation currency (continued)

On consolidation, the exchange differences arising from the translation of the net investment in the foreign
entity from functional to presentation currency is recognised in other comprehensive income.

(ii) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in profit or loss.

Foreign exchange gains and losses that relates to borrowings are presented in the income statement, within
financing expense and similar charges. All other foreign exchange gains and losses are presented in the
income statement on a net basis within other income or other expenses.

(d) Rounding of amounts

The company is of a kind referred to in Class Order 98/0100, issued by the Australian Securities and
Investments Commission, relating to the “rounding off” of amounts in the financial report. Amounts in the
financial report have been rounded off in accordance with that Class Order to the nearest thousand dollars, or
in certain cases, the nearest dollar.

{e) New or revised accounting standards and interpretation not yet adopted

Certain new accounting standards and interpretations have been published that are not mandatory for the
31 March 2016 financial year and have not been early adopted by the company.

The AASB 9 Financial Instruments - The new standard simplifies the model for classifying and recognising
financial instruments and aligns hedge accounting more closely with common risk management practices.
Changes in own credit risk in respect of liabilities designated at fair value through profit or loss shall now be
presented within other comprehensive income (OCI).

AASB 9’s new impairment model is a move away from AASB 139's incurred credit loss approach to an expected
credit loss model. Earlier recognition of impairment losses is likely to result and for entities with significant
lending activities, an overhaul of related systems and processes will be needed.

The company has to assess the impact on its financial assets and financial liabilities designated at fair value
through the profit or loss. The new hedging rules allow easier application of hedge accounting and the new
standard also requires expanded disclosure requirements and changes in presentation. The new impairment
model is an expected credit loss (ECL) model which may result in the earlier recognition of credit losses.

The new standard is required for mandatory application for the financial year commencing 1 April 2018, but is

available for early adoption. The company has decided not to early adopt AASB 9. The potential impact of the
initial application of the new standard is yet to be determined.

12



Basis of Preparation (continued)

2. Summary of significant accounting policies (continued)
{f) New or revised accounting standards and interpretation not yet adopted (continued)

The AASB 15 Revenue from Contracts with Customers - This standard replaces AASB 118, which covers
contracts for goods and services, and AASB 111, which covers construction contracts.

The new standard is based on the principle that revenue is recognised when control of a good or service
transfers to a customer — so the notion of control replaces the existing notion of risks and rewards.

The new standard is required for mandatory application for the financial year commencing 1 April 2018.

The company will review and determine the impact of this new standard in its financial statements which is
deemed to have minimal impact on the company’s accounting policies or the amounts recognised in the
financial statements.

The AASB 16 Leases - AASB 16 will primarily affect the accounting by lessee and will result in the recognition of
almost all leases on the balance sheet. The standard removes the current distinction between operating and
financing leases and requires recognition of an asset (the right to use the leased item) and a financial liability
to pay rentals for almost all lease contracts. The accounting by lessors, however, will not significantly change.

The new standard is required for mandatory application for the financial year commencing 1 April 2019. This
revised standard is deemed to have minimal impact on the financial statements of the company. The company
will still review and determine the full impact in the coming periods.

(g) Changes to presentation of financial statements
(i) Change in accounting policy of motor vehicle under operating lease

In the current financial year, the loans and receivables balance is disaggregated to present motor vehicles
under operating lease as a separate asset component. Therefore, the amount of $1,135 million is classified to
motor vehicles under operating lease in 2016 (2015: $1,086 million). Previously, rental income and
depreciation expense were presented on a net basis in “Lease Income” within “Interest and similar revenue”.
This year depreciation expense on assets under operating lease is classified to be presented under “ Financing
expense and similar charge” for the amount of $277 million (2015: $263 million). The reclassification resulted
in line changes in the face of the financial statements and accompanying notes but does not impact the overall
financial results or financial position of the consolidated entity.

Prior year comparatives have been restated to be consistent with the changes mentioned above.

(i) Presentation of derivative financial instruments

Last year the accrued interest relating to derivative instruments was classified as current in note 17. In the
current year, presentation of accrued interest is made according to the contractual maturity of the derivative
instruments. Consequently, a portion of the 2015 accrued interest amounting to $22.5 million is reclassified to
non-current portion in the restated comparatives.

13



Basis of Preparation (continued)

2. Summary of significant accounting policies (continued)
{g) Changes to presentation of financial statements (continued)
(iii) Presentation of segment results

In the current financial year, the segment results are changed to further realign with internal management
reporting. The comparatives have been restated to be consistent with the current changes.

(iv) Counterparty credit risk

The percentage of credit ratings used in monitoring counterparty credit risk in funding activities is changed to
mark-to-market amounts in derivatives from notional amounts in prior year. The comparatives have been
restated to be consistent with the current change.

(h) Research and development (R&D) tax offset

The consalidated entity has claimed tax offsets related to R&D expenses under the R&D government incentive
program. The tax benefit from R&D expenses is recognised as a reduction in the related intangible asset or
operating expenses, depending on the nature of the expenditure.

R&D tax incentives received this fiscal year were for R&D expenses incurred in the fiscal years 2014 and 2015.
This resulted in a decrease of $1.9 million in total assets and increase in net profit after tax of $0.6 million
(consisting of a decrease in general expenses of $1.4 million, offset by an increase in income tax expense of
$0.8 million).

14



Results for the Year

This section provides further information about individual line items in the profit and loss statement,

including
e breakdown of net financing revenue
e otherincome

® depreciation, amortisation and impairment expense

® income tax expense
o segment results
relevant accounting policies

3. Financing revenue and expense

Financing revenue and similar revenue

Interest revenue

Rental income on motor vehicle under operating lease
Fee income

Fee expense

Total financing revenue and similar revenue

Financing expense and similar charge
Interest expense
Net loss (gain) on translation of foreign currency debt

Fair value (gain) loss on derivative financial instruments at fair value

through profit or loss
Transaction costs
Depreciation expense on assets under operating lease

Total financing expense and similar charge

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as
revenue are net of returns, trade allowances and duties and taxes paid.

The consolidated entity recognises revenue when the amount of revenue can be reliably measured, it is
probable that future economic benefits will flow to the entity and specific criteria have been met. Revenue is
recognised for the major business activities as follows:

(a) Term Loans and Term Purchase

Interest income arising from term loans and term purchase are recognised over the period of the contract
using the effective interest rate method. Income derived from term loans and term purchase is included in

“interest revenue”.

15

Consolidated
2016

Consolidated
2015

$'000 $'000

853,260 891,246
346,422 336,784
88,421 86,398
(221,472) (208,743)
1,066,631 1,105,685
371,346 390,505
(206,428) 497,787
214,964 (447,737)
15,069 13,457
277,143 262,725
672,094 716,737




Results for the Year (continued)
3. Financing revenue and expense (continued)

Revenue recognition (continued)
(b) Leased assets where the consolidated entity is the lessor

(i) Finance Leases
Interest income derived from finance leases is recognised over the period of the contract using the effective
interest rate method. Income derived from finance leases is included in “interest revenue”.

(ii) Operating Leases

Lease rentals receivable on operating leases are recognised on a systematic basis over the effective lease term.
tncome derived from operating leases is included in “rental income on motor vehicle under operating lease”.
Operating leases has an average term of 40 months in the current period (2015: 41 months).

(c) Fee and commission income and expense
Fee income and expense are an integral part to the effective interest rate of the financial assets or liabilities

and are included in the measurement of the effective interest rate.

Other fee and commission income including payment method fee, service maintenance fee and insurance
distribution fee are recognised as the related services are performed.

Other fee and commission expense relate to transaction and service fees and are recognised as expense in the
period the services are received.

4. Other income

Consolidated Consolidated

2016 2015

$'000 $'000
Net gain on disposal of leased and fixed assets 8,057 6,919
Commission and other income 25,542 25,073
33,599 31,992
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Results for the Year (continued)

5. Depreciation, amortisation and impairment expenses

Profit before income tax includes the following specific expenses:

Depreciation on property, plant and equipment
Leasehold improvements
Plant and equipment
Motor vehicles

Total depreciation

Amortisation
Computer software development

Impairment losses
Computer software development and equipment

Total depreciation, amortisation & impairment expenses

Consolidated
2016

Consolidated
2015

$'000 $'000

1,075 1,174
1,249 1,323
1,766 2,742
4,090 5,239
19,049 15,838

- 1,758

23,139 22,835

Assets that are subject to depreciation and amortisation are tested for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to resell and value in use. For the purposes
of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash inflows which are largely independent of the cash inflows from other asset groups (cash generating units).

Refer to Note 26 Property, Plant and Equipment & Note 27 — Intangible assets for further information on

depreciation and amortisation.
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Results for the Year (continued)

6. Income tax expense

The income tax expense or revenue for the period is the tax payable or receivable on the current period’s
taxable income based on the applicable income tax rate for each jurisdiction adjusted by changes in deferred
tax assets and liabilities attributable to temporary differences and to unused tax losses.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is
probable that future taxable amounts will be available to utilise those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount
and tax bases of investments in controlled entities where the parent entity is able to control the timing of the
reversal of the temporary differences and it is probable that the differences will not reverse in the foreseeable
future.

Consolidated Consolidated
2016 2015
$'000 $'000
a)} Currenttax 48,465 57,170
Deferred tax 18,190 (330)
Under/(Over) provision in prior year 1,313 210
Income tax expense attributable to continuing operations 67,968 57,050
Deferred income tax expense inciuded in income tax
expense comprises:
Decrease in deferred tax assets 12,707 8,084
Increase/(Decrease) in deferred tax liabilities 5,482 (8,414)
18,189 (330)
b) Numerical reconciliation of income tax expense to prima
facie tax payable:
Profit from continuing operations before income tax
expense 227,043 197,766
Prima facie tax payable @ 30% 68,113 59,329
Tax effect of amounts which are not deductible (taxable) in
calculating taxable income:
Share of net profit of associate (2,283) (2,602)
Sundry items 825 113
66,655 56,840
Under/(Over) provision in prior years 1,313 210
Income tax expense attributable to continuing operations 67,968 57,050
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Results for the Year (continued)

6. Income tax expense (continued)

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets and liabilities and when the deferred tax balances relate to the same taxation authority. Current tax
assets and tax liabilities are offset where the entity has a legally enforceable right to offset and intends either
to settle on a net basis, or to realise the asset and settle the liability simultaneously.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised
in other comprehensive income or directly in equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity, respectively.

Tax consolidation legislation

The company and its wholly-owned Australian controlled entities have implemented the tax consolidation
legislation from 1 April 2003 in association with other Australian incorporated entities with common
ownership.

On adoption of the income tax consolidation legislation, the entities in the income tax consolidated group
entered into an income tax sharing agreement which, in the opinion of the directors, limits the joint and
several liability for income tax of the consolidated entity in the case of a default by the head entity, Toyota
Motor Corporation Australia Limited.

As a consequence, the company is no longer subject to income tax and does not recognise any current tax
balances in its own financial statements unless the Head Entity (Toyota Motor Corporation Australia Limited) is
in default of its obligations, or a default is probable, under the tax consolidation legislation, or the tax amounts
relate to taxable income incurred prior to the implementation of the tax consolidation regime.

The consolidated entity has also entered into an income tax funding agreement under which the consolidated
entity fully compensates the head entity for any current income tax payable assumed and is compensated by
the head entity for any current income tax receivable. The funding amounts are determined by reference to
the amounts recognised in the consolidated entity’s financial statements.

The amounts receivable/payable under the income tax funding agreement is due upon receipt of the funding
advice from the head entity, which is issued as soon as practicable after the end of each financial year. The
head entity may also require payment of interim funding amounts to assist with its obligations to pay income
tax instalments.

Deferred tax balances are recognised in the consolidated financial statements in accordance with UIG 1052 Tax
Consolidation Accounting. Amounts receivable or payable under a tax funding agreement with the Head Entity
are recognised in accordance with the terms and conditions of the agreement as tax-related amounts
receivable and payable.
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Results for the Year (continued)
7. Segment results

Management has determined the operating segments based on reports reviewed by the board of directors that are
used to make strategic decisions. It categorises the operations of the business into two main business streams -
retail and fleet. Retail segment is comprised of loans and leases to personal and commercial customers including
wholesale finance which is comprised of loans and bailment facilities to motor vehicle dealerships. Fleet segment
is composed of loans and leases to small business and fleet customers consisting of medium to large commercial
clients and government bodies. The company's business segments operate in Australia.

Retail Fleet Consolidated

2016 2015 2016 2015 2016 2015

$'000 $'000 $'000 $'000 $'000 $'000
Revenue
Finance margin 206,754 209,256 53,606 68,187 260,360 277,443
Unallocated items
Fair valuation movement 35,159 23,089
Cost of fund adjustments 69,067 63,577
Investment income 26,520 18,889
Other unallocated revenue
items 3,431 4,960
Total revenue 394,537 387,958
Result
Segment result 137,238 134,937 39,804 24,388 177,043 159,326
Share of net profit of equity
accounted investments 7,610 8,675
Fair value movements 35,159 23,089
Other Unallocated net
income (expense) 7,229 6,676
Profit before income tax 227,042 197,766
Income tax expense (67,968) {57,050)
Profit attributable to owners
of the parent 159,074 140,716
Net profit arrived at after
charging the following items:
Impairment of financing
assets 54,989 52,504 2,523 34,431 57,513 86,935
Depreciation motor vehicle
under operating lease - - 277,143 262,725 277,143 262,725
Depreciation, amortisation &
impairment expenses 11,137 8,687 12,002 14,147 23,139 22,836
Other non-cash expenses 58,333 58,323 110 300 58,444 58,623
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Results for the Year (continued)

7. Segment results {continued)

Retail Fleet Consolidated

2016 2015 2016 2015 2016 2015

$'000 $'000 $'000 $'000 $'000 $'000
Assets
Segment assets(Net of
provisions) 11,509,745 10,840,384 2,339,969 2,507,369 13,849,714 13,347,753
Equity accounted
investments 62,499 65,716
Unallocated assets
Cash and cash equivalents 1,199,106 1,272,771
Derivative financial
instruments 411,074 668,300
Other unallocated assets 94,534 95,481
Total assets 15,616,927 15,450,021

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker. The chief operating decision maker who is responsible for allocating resources and
assessing performance of the operating segments has been identified as the board of directors.
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Lending

This section focuses on the lending assets of the consolidated entity. Further information is provided on the

loans and receivables, and impairment relating to these financing assets.

8. Financing assets

Loans and receivables

Bailment stock

Term loans

Term purchase

Finance leases

Gross loans and receivables
Unearned income

Net loans and receivables (net of unearned income)
Provision for impairment of loans and receivables
Net loans and receivables

Maturity analysis (net of unearned income)
Loans and receivables maturing within 12 months
Loans and receivables maturing beyond 12 months

Concentration of exposures

Consolidated

Consolidated

2016 2015

$'000 $'000
1,989,110 1,759,800
10,744,345 10,227,055
676,507 854,491
614,968 794,271
14,024,930 13,635,617
(1,165,940) (1,223,581)
12,858,990 12,412,036
(163,614) (177,100)
12,695,376 12,234,936
5,195,437 4,800,959
7,663,553 7,611,077
12,858,990 12,412,036

The majority of the consolidated entity's loans and receivables are provided to finance the purchase of motor

vehicles or motor dealership assets.
Motor vehicles under operating lease

At cost

Provision for impairment loss

Accumulated depreciation

Total motor vehicles under operating lease

Future minimum lease receipts under non-cancellable operating leases

Within 1 year
Over 1 year but within 5 years
Over 5 years

Movements in cost, accumulated depreciation and reserves

Balance at the beginning of period, net of residual value
Additions

Disposals

Depreciation expense

Impairment gain/(loss)

Balance at end of period, net of residual value
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1,826,805 1,742,241
(30,361) (27,275)
(661,305) (628,624)
1,135,139 1,086,342
250,210 252,176
292,577 309,026
4,956 4,103
547,743 565,305
1,086,342 1,021,677
539,523 520,816
(210,495) (182,430)
(277,143) (262,726)
(3,088) (10,995)
1,135,139 1,086,342




Lending (continued)

8. Financing assets (continued)

Recognition and de-recognition

Purchases and sales of financing assets are recognised on settlement date — the date on which the
consolidated entity settles the purchase or sale of the asset. Financing assets are initially recognised at fair
value plus transaction costs for all financial assets not carried at fair value through profit or loss. Financial
assets are derecognised when the rights to receive cash flows from the financial assets have expired or have
been transferred and the consolidated entity has transferred substantially all the risks and rewards of
ownership.

Subsequent measurement

Loans and receivables are measured at amortised cost using the effective interest method. The effective
interest method calculation includes the contractual terms of the loan, together with all fees and transaction
costs. Retail and wholesale finance receivables form part of the loans and receivables in the balance sheet.

Loans with renegotiated terms are accounted for in the same manner taking account of any change to the
terms of the loan.

All loans and receivables are subject to continuous management review, to assess whether there is any
objective evidence that the loan is impaired.

Unearned income is brought to account over the life of the contracts on an effective interest method.
The consolidated entity classifies its financing assets into the following categories:

(i) Bailment stock

The consolidated entity provides dealer floor plan finance arrangements to motor dealers under which
vehicles are owned by the consolidated entity but held at the dealers’ premises as bailment stock. There is no
unearned income on bailment stock.

Whilst the legal form of the transactions is that the vehicles are owned by the consolidated entity, the
substance of the transactions is that of secured loans to the dealers. Accordingly, the balances are disclosed as
part of ‘loans and receivables’ in the statement of financial position.

(ii) Term Loans

Term loan is a retail financing agreement in which the terms of the agreement substantially transfer the risk
and rewards incidental to the ownership of an asset to the customer. Unearned finance income is the portion
of charges written into finance receivable agreements which will be earned in the future.

(iii) Leased assets where the consolidated entity is the lessor

Term Purchase

Term purchase is a lease agreement in which the terms of the agreement substantially transfer the risks and
rewards incidental to ownership of an asset to the customer. Unearned finance income is the portion of
charges written into term purchase receivable agreements which will be earned in the future.

Finance Lease

Finance lease is a lease agreement in which the terms of the agreement substantially transfer the risks and
rewards incidental to ownership of an asset from the lessor to the lessee. Unearned finance income is the
portion of charges written into finance receivable agreements which will be earned in the future.

Operating Lease

Motor vehicles under operating leases are included in Financing Assets. These are leases in which the terms of
the lease agreement do not substantially transfer the risks and rewards incidental to ownership of an asset to
the lessee.
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Lending {continued)

8. Financing assets (continued)

Operating Lease (continued)

Motor vehicles under operating lease is inclusive of carrying value of vehicles which ceased to be rented and
are held for sale amounting to $17.6 million as at 31 March 2016 (31 March 2015: $16.1 million).

Assets held under operating leases are depreciated on a systematic basis over the term of the lease to its
estimated residual value. Depreciation expense is included within financing expense and similar charge.

Concentration of exposures
The majority of the consolidated entity’s loans and receivables are provided to finance the purchase or lease of
motor vehicles or motor dealership assets.

Unearned income is comprised of the following balances:

Consolidated Consolidated

2016 2015

$'000 $'000
Net unamortised deferred revenue and expenses 278,000 257,200
Unearned finance income on finance leases 42,800 62,900
Unearned finance income on term loans 1,401,100 1,417,900

Securitisation

Loans and receivables include a portion of the consolidated entity’s term loans and term purchase under
securitisation within special purpose entities. The terms of the transfer of these loans do not meet the criteria
for de-recognition under AASB 10 and are therefore recognised on the consalidated entity’s statement of
financial position. AASB 10 defines control when an investor is exposed or has rights, to variable returns from
its involvement with the investee and has the ability to affect those returns through its power over the
investee. The parent entity bears control over the special purpose vehicles requiring consolidation in the
financial statements.

As at the end of the reporting period, the special purpose entities held the following amounts of the
consolidated entity’s loans and receivables under securitisation:

Consolidated Consolidated

2016 2015
$’000 $’000
Carrying amount of transferred assets 3,061,919 3,276,093
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Lending (continued)

9. Impairment

Consolidated

Consolidated

2016 2015
$'000 $'000
a. Provision for impairment of loans and receivables
Opening balance 177,100 151,466
Bad debts written off (83,768) (65,386)
Increasein impairment loss provision 70,283 91,520
Closing balance 163,615 177,100
b. Provision for impairment of motor vehicles under operating lease
Opening balance 27,275 21,809
(Decrease)/increase in impairment loss provision 3,086 5,466
Closing balance 30,361 27,275
c. Impairment loss
Recovery of bad debts written off (15,855) (10,051)
Increasein impairment!oss provision 73,368 96,986
Total impairment 57,513 86,935

Significant accounting estimate and judgement

The consolidated entity applies significant estimates and assumptions to make reasonable judgements on
carrying amounts of financing assets. One area that involves a high level of judgements or complexity of
estimates and assumptions is impairment of loans and receivables and motor vehicles under operating lease.

Collectability of financing assets is reviewed on an ongoing basis. Financing assets which are known to be
uncollectible are written off. A provision for impairment of financing assets is established when there is
objective evidence that the consolidated entity expect not to be able to collect all amounts due according to
the original terms of the contract. The amount of the provision is the difference between the asset’s carrying
amount and the present value of estimated future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition). The amount of the loss is recognised in profit or loss.
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Funding

In this section the focus is on debt funding of the consolidated entity. Further information is provided on

debt issuance and credit facilities available to manage liquidity risk.

10. Due to banks and other financial institutions

Banks and other financial institutions
Affiliated entity
Total banks and financial institution borrowings

Maturity analysis

Current

Banks and other financial institutions
Affiliated entity

Total Current

Non-current
Banks and other financial institutions

Total Non-current

Total banks and financial institution borrowings

Consolidated
2016

Consolidated
2015

$'000 $'000

4,896,753 5,320,753

364,463 394,063
5,261,216 5,714,816
2,249,670 2,142,444

364,463 394,063
2,614,133 2,536,507
2,647,083 3,178,309
2,647,083 3,178,309
5,261,216 5,714,816

Included in the “Due to banks and other financial institutions” is securitised debt of $2,395.0 million as at 31
March 2016 (2015: $2,588.9 million) representing the value of term loans held by the external parties in the
special purpose entities. The special purpose entities issued interest bearing senior and subordinated notes to
the third parties amounting to $2,395.0 million and nil million, respectively as at 31 March 2016 (2015:
$2,588.9 million and $nil million). TFA holds the balance of the special purpose entities of § 666.7 million
(2015: $687.2 million). $3,061.9 million loans and receivables are pledged as collateral for the senior notes

under securitisation (2015: 3,276.1 million).

The interest payable on the secured notes as at 31 March 2016 amounted to $2.0 million (2015: $2.9 million)

and is included in “Accrued Interest Payable”.
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Funding (continued)

11. Bonds and commercial paper

Consolidated Consolidated

2016 2015

$'000 $'000
Domestic commercial paper 1,270,211 955,662
Domestic medium term note 849,099 648,913
Euro commercial paper 811,740 1,078,885
Euro medium term note 5,710,435 5,591,716
Total bonds and commercial papers 8,641,485 8,275,176

Maturity analysis

Current bonds and commercial papers 3,818,890 3,203,408
Non-current bonds and commercial papers 4,822,595 5,071,768
8,641,485 8,275,176

Bonds and commercial paper are initially recognised at fair value, net of transaction costs incurred. Bonds and
commercial paper are subsequently measured at amortised cost. Any difference between the proceeds (net of
transaction costs) and the redemption amount is recognised in the income statement over the period of the
bonds or commercial paper using the effective interest method.

Transaction costs that are directly attributable to the acquisition or issue of a financial liability are included in
the initial recognition of the financial instruments.

Holders of any outstanding bonds, debentures, notes and other investment securities and commercial papers
summarised in the tables above have the benefit of Credit Support Agreements governed by Japanese law, one
between Toyota Motor Corporation and Toyota Financial Services Corporation dated 14 July 2000, and the
other between Toyota Financial Services Corporation and the company dated 7 August 2000.

12. Securitisation and transferred assets

In the normal course of business, the consolidated entity enters into transactions by which it transfers financial
assets to Special Purpose Entities (SPEs). These transfers do not give rise to de-recognition of those financial
assets for the consolidated entity.

Securitisation

Term loans securitised under the company’s securitisation programs are equitably assigned to bankruptcy
remote SPEs. The consolidated entity is entitled to any residual income of the securitisation program after all
payments due to investors have been met. In addition, where derivatives are transacted between the SPE and
the parent, such that the parent retains exposure to the variability in cash flows from the transferred term
loans, the loans will continue to be recognised on the parent’s balance sheet. The investors have full recourse
only to the term loans segregated into the SPEs.

Consolidated Consolidated

2016 2015

$’000 $’000
Carrying amount of transferred assets 3,061,919 3,276,093
Carrying amount of transferred liabilities 2,395,227 2,588,880
Fair value of transferred assets 3,335,743 3,656,448
Fair value of transferred liabilities 2,403,931 2,609,184
Net position 1,598,504 1,734,477
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Funding (continued)

13. Credit facilities

Consolidated
2016

Consolidated
2015

5’000 $'000
Amount available:
Bonds, commercial papers and term loans 24,583,022 15,733,965
Money market 487,500 837,500
Bank overdraft 4,000 4,000
Securitisation 4,900,000 4,500,000
Amount utilised:
Bonds, commercial papers and termloans 11,558,756 11,446,781
Money market - B
Bank overdraft - -
Securitisation
-Senior Note 2,395,227 2,588,880
-Mezzanine Note 666,692 687,213
Amount not utilised:
Bonds, commercial papers and term loans 13,024,266 4,287,184
Money market 487,500 837,500
Bank overdraft 4,000 4,000
Securitisation 1,838,081 1,623,907

Medium term note and commercial paper programs

Medium term notes and commercial paper programs allow the company to issue medium term notes and
commercial paper in either Australian or overseas markets up to a total of $19.7 billion (2015: $10.7 billion). In
the current financial year Toyota Financial Services Corporation allocated the full 10.0 billion DMTN facility to
TFA (2015: 1.0 billion). Subject to meeting conditions prescribed in the program documentation, the company
can issue commercial paper and medium term notes to purchasers at any time.

Medium term notes and commercial paper are issued at prevailing market rates. The weighted average
interest rate after swap as at 31 March 2016 for medium term notes is 2.9% (2015: 3.4%) and for commercial
paper is 2.4% (2015: 2.8%).

Credit support agreement

Holders of debt securities issued by the company may have the benefit of Credit Support Agreements
governed by Japanese law, one between Toyota Motor Corporation (“TMC”) and Toyota Financial Services
Corporation (“TFSC”) dated 14 July 2000, and the other between TFSC and the Company date 7 August 2000
(together, the “Credit Support Agreements”).

Securities with respect to which a Trustee is appointed

The Trustee, Union Bank of California N.A., will have the right to claim in favour of the holders of such
securities directly against TFSC and TMC to perform their respective obligations under the Credit Support
Agreements by making a written claim together with a declaration to the effect that such holders will have
recourse to the rights given under the Credit Support Agreements. If TFSC and/or TMC receive such a claim
from the Trustee, TFSC and/or TMC shall indemnify, without further action or formality, the holders against
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Funding (continued)
13. Credit facilities (continued)
Securities with respect to which a Trustee is not appointed (continued)

any loss or damage resulting from the failure of TFSC and/or TMC to perform any of their respective
obligations under the Credit Support Agreements. The Trustee may then enforce the indemnity directly against
TFSC and/or TMC in favour of such holders. If the Trustee, having become bound to proceed directly against
TFSC and/or TMC, fails to do so within a reasonable period thereafter to protect the interests of the holders of
such securities, and such failure shall be continuing, the holders of such securities may themselves take the
actions mentioned above.

Holders of such securities will have the right to claim directly against TFSC and TMC to perform their respective
obligations under the Credit Support Agreements by making a written claim together with a declaration to the
effect that the holder will have recourse to rights given under the Credit Support Agreements. If TFSC and/or
TMC receive such a claim from any holder of such securities, TFSC and/or TMC shall indemnify, without any
further action or formality, the holder against any loss or damage resulting from the failure of TFSC and/or
TMC to perform any of their respective obligations under the Credit Support Agreements. The holder of such
securities who made the claim may then enforce the indemnity directly against TFSC and/or TMC.

In consideration for the Credit Support Agreements, a Credit Support Fee Agreement was entered into
between TFSC and the company as at 30 March 2001. The Credit Support Fee Agreement provides that the
company will pay to TFSC a fee equivalent to a percentage of the weighted average outstanding amount of the
company’s medium term notes and commercial paper that have the benefit of the Credit Support Agreements.

The directors are not aware of any instances of written claim and declaration under the terms of the Credit
Support Agreements, in connection with the company’s outstanding medium term notes and commercial

paper.
Money market facilities

The company has access to $0.49 billion of uncommitted and $nil of committed money market facilities (2015:
$0.49billion uncommitted and $0.35 billion committed) respectively provided by various financial institutions.
The company also has access to a Master Credit Facility as disclosed below.

Uncommitted facilities

Financial institutions providing uncommitted money market facilities are not obligated to extend funds to the
company. Funds extended under the terms of uncommitted facilities may be recalled by the financial
institution on demand.

Committed facilities
Committed money market facilities may be utilised on demand where the terms of the facility agreement are
satisfied. Financial institutions may recall funds only on maturity of the instrument issued under the terms of

the committed facility.

Interest on money market facilities is charged at prevailing rates. The weighted average interest rate as at 31
March 2016 is 2.3% (2015: 2.9%).

All money market facilities are subject to annual review,
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Funding (Continued)
13. Credit facilities (continued)

Master credit facility (MCF)

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

The MCF between TFA and other Toyota affiliates was renegotiated in November 2015 where a USS5.0 billion
364 day syndicated bank credit facility, a US$5.0 biltion three year syndicated bank credit facility and a USS5.0
billion five year syndicated bank credit facility, expiring in November 2016, 2018, and 2020, respectively, were
renewed.

The ability to make drawdowns is subject to covenants and conditions customary in transactions of this nature,
including negative pledge provisions, cross-default provisions and limitations on certain consolidations,
mergers and sales of assets. These agreements may be used for general corporate purposes and none were
drawn upon as of 31 March 2016. The company is in compliance with the covenants and conditions of the
credit agreements described above.

Bank overdraft

The bank overdraft is an unsecured $4 million (2015: $4 million) facility. Interest is charged at prevailing
market rates. Bank overdraft is payable on demand and subject to annual review.
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Capital management
This section covers the capital structure of the consolidated entity.

14, Contributed equity

Consolidated Consolidated
2016 2015
$'000 $'000
Ordinary shares fully paid 120,000 120,000

Ordinary shares
At 31 March 2016 there were 120,000,000 ordinary shares fully paid.

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the
consolidated entity in proportion to the number of and amounts paid on the shares heid.

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to
one vote, and upon a poll each share is entitled to one vote.

15. Reserves

Foreign currency translation reserve

Balance at 1 April 8,100 5,467
Net exchange differences on translation of foreign associate entity (5,591) 2,633
Balance at31 March 2,509 8,100

Foreign currency translation reserve

Exchange differences arising on translation of investment accounted for using the equity method is taken to
the foreign currency translation reserve. The reserve is subsequently recognised in profit and loss when the
net investment is disposed of.

16. Retained earnings

Balance at 1 April 857,234 764,269
Profit attributable to owners of the parent 159,074 . 140,716
Total available for appropriation to owners of the parent 1,016,308 904,985
Dividends paid {5,235) (47,751)
Balance at 31 March 1,011,073 857,234
Dividends

Fully-franked final dividend for the year ended 31 March 2016 of nil cents

(31 March 2015: 30.1 cents) per fully paid share. - 36,121
Fully-franked interim dividend for the half year ended 30 September 2015

of 4.4 cents (30 September 2014: 9.7 cents) per fully paid share. 5,235 11,630
Total dividends paid 5,235 47,751
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Capital management (continued)
16. Retained earnings (continued)

Under the income tax consolidation regime, the franking account balance of the company as at 1 April 2003
was permanently transferred to the Head Entity of the consolidated tax group. The company ceases to have a
franking account during the time it remains a member of the consolidated group.

The income tax consolidation rules do permit the company to pay a franked dividend to its shareholder with
the Head Entity’s franking account bearing a reduction for the franking credit attached to the dividend.
Dividends paid during the year ended 31 March 2016 were fully franked.

Provision is made for the amount of any dividend declared on or before the end of the year but not distributed
at the end of each reporting period.
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Financial instruments and risk

This section covers the financial instruments held by the consolidated entity including derivative and non-
derivative financial instruments and financial risk management information.

17. Derivative financial instruments

Consolidated Consolidated
2016 2015
$'000 $'000

Assets
Interest rate swap contracts 69,316 95,623
Cross currency swap contracts 344,796 505,623
Forward foreign exchange contracts - 70,781
Derivative financial instrument assets 414,112 672,027
Less: Bilateral credit valuation adjustment (3,038) (3,727)
Total derivative financial instrument assets - held at fair value 411,074 668,300
Liabilities
Interest rate swap contracts 66,298 126,613
Cross currency swap contracts 117,268 22,861
Forward foreign exchange contracts 74,669 -
Total derivative financial instrument liabilities - held at fair value 258,235 149,474
Current Derivative Financial Instruments
Derivative Financial Assets 65,576 161,568
Derivative Financial Liabilities 139,672 27,751
Non-current Derivative Financial Instruments
Derivative Financial Assets 348,536 510,459
Derivative Financial Liabilities 118,563 121,723

Measurement

Derivative financial asset and liability are initially recognised at fair value on the date a derivative contract is
entered into and are subsequently remeasured to their fair value at the end of each reporting period. The
derivatives have not been designated as hedging instruments; consequently, changes in the fair value of
derivatives are recognised immediately in profit or loss as interest expense and similar charges. This may, to
the extent that they are not offset by the translation of the items economically hedged, introduce volatility in
the consolidated entity’s profit or loss and produce anomalous resuits.

Fair value estimation

The fair value of financial instruments traded in active markets (such as publicly traded derivatives) is based on
quoted market prices at the end of the reporting period. The quoted market price used for financial
instruments held by the company is the mid-price.

The fair value of the financial instruments that are not traded in an active market {over-the-counter
derivatives) is determined using valuation techniques. The fair value of interest rate swaps and cross currency
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Financial instruments and risk (continued)

17. Derivative financial instruments {continued)

swaps are calculated as the present value of the estimated future cash flows. The fair value of foreign
exchange contracts is determined using the forward exchange market rates at the end of the reporting period.

Bilateral credit valuation adjustments

The credit valuation adjustment is an adjustment to the fair value of the derivative instruments to account for
the counterparty credit risk (CCR). it is a price of CCR which depends on the counterparty credit spreads and
market factors that drive the derivative values.

Significant accounting estimate

The consolidated entity applies significant estimates and assumptions to make reasonable judgements on
carrying amounts of assets and liabilities. One area that involves a high level of estimates or complexity of
assumptions is derivative financial instruments.

Fair value hierarchy
The table below analyses financial instruments carried at fair values, by valuation method. The different levels
are defined as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2: inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly {i.e., as prices) or indirectly (i.e., derived from prices)

Level 3: inputs for the asset or liability that are not based on observable market data

The consolidated entity’s financial instruments that are measured and recognised at fair value are derivative
assets and derivative liabilities used for hedging (i.e., interest rate swaps, cross currency swaps and forward
exchange contracts).While these instruments are used for economic hedging, the consolidated entity does not
apply hedge accounting.
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Financial instruments and risk (continued)

17. Derivative financial instruments (continued)
(a) Fair value hierarchy

AS AT 31 MARCH 2016 Level 1 Level 2 Level 3 Total Balance
$'000 $'000 $'000 $'000

Derivative financial assets

through profit or loss

Derivative used for economic hedging - 411,074 - 411,074

Derivative financial liabilities
through profit or loss

Derivative used for economic hedging - 258,235 - 258,235
At 31 March 2015 Level 1 Level 2 Level 3 Total Balance
$'000 $'000 $'000 $'000

Derivative financial assets
through profit or loss
Derivative used for economic hedging - 668,300 - 668,300

Derivative financial liabilities
through profit or loss
Derivative used for economic hedging - 149,474 - 149,474

18. Non-derivative financial instruments

Fair value measurements

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or
for disclosure purposes. Estimated discounted cash flows are used to determine fair value for financial
instruments.

The table below summarises the carrying amounts and the fair values of those financial assets and liabilities
not presented on the consolidated entity’s balance sheet at fair value.
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Financial instruments and risk (continued)

18. Non-derivative financial instruments (Continued)

Fair value estimation

Consolidated

Consolidated

Consolidated

Consolidated

2016 2016 2015 2015
Carrying Fair Carrying Fair
Amount Value Amount Value
($'000) {$'000) ($'000) {$'000)
Financial Assets
Loans and receivables 13,830,515 15,224,718 13,321,278 14,718,302
Financial Liabilities
Due to other financial institutions 5,261,216 5,338,624 5,714,816 5,834,795
Bonds and commercial paper 8,641,485 8,866,705 8,275,176 8,538,024
13,902,701 14,205,330 13,989,992 14,372,819

The carrying amounts of trade receivables and payables are assumed to approximate their fair values due to
their short term nature. The fair value of the loans and advances is estimated at portfolio level by discounting
the contractual cash flows using current lending rate. The fair value of financial liabilities is estimated by
discounting the future contractual cash flows at the current market interest rate that is available to the group
for similar financial instruments. The fair value of current borrowings approximates the carrying amount, as
the impact of discounting is not significant.

19. Offsetting financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
where the consolidated entity currently has a legally enforceable right to offset the recognised amounts, and
there is intention to settle on a net basis or realise the asset and settle the liability simultaneously. The
consolidated entity has also entered into arrangements that do not meet the criteria for offsetting but still
allow for the related amounts to be set off in certain circumstances, such as ratings downgrade or event of
default.

The following table presents the recognised financial instruments that are offset, or subject to enforceable
master netting arrangements but not offset, as at 31 March 2016 and 31 March 2015. The column ‘net
amount’ shows the impact on the consolidated entity’s statement of financial position if set-off rights were
exercised.
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Financial instruments and risk (continued)

19. Offsetting financial assets and financial liabilities (continued)

2016

Financial assets

Cash and cash equivalents (b)
Loans and receivables (a.i)
Derivative financial instruments (b)
Other assets (a.ii)

Total

Financial liabilities

Due to banks & other FI (b)
Derivative financial instruments (b)
Other liabilities (a.ii)

Total

2015

Financial assets

Cash and cash equivalents (b)
Loans and receivables (a.i)
Derivative financial instruments (b)
Other assets (a.ii)

Total

Financial liabilities

Due to banks & other FI {b)
Derivative financial instruments (b)
Other liabilities (a.ii)

Total

Effects of offsetting on the statement of financial

position
Gross amounts

Net amounts

Related amounts not offset

set-off in the presented in Amounts
statement of  the statement subject to
financial of financial ~ master netting
Grass amounts position position  arrangements Net amount
$'000 $'000 $'000 $'000 $'000
1,199,106 - 1,199,106 (500,000) 699,106
12,695,376 - 12,695,376 12,695,376
411,074 - 411,074 (133,209) 277,865
74,278 (20,895) 53,383 - 53,383
14,379,834 (20,895) 14,358,939 (633,209) 13,725,730
5,261,216 5,261,216 (500,000) 4,761,216
258,235 - 258,235 (133,209) 125,026
343,304 (20,895} 322,409 - 322,409
5,862,755 (20,895) 5,841,860 (633,209) 5,208,651
1,272,771 - 1,272,771 (400,000} 872,771
12,259,353 (24,417) 12,234,936 - 12,234,936
668,300 - 668,300 (46,610) 621,689
59,745 (21,626} 38,119 . 38,119
14,260,169 (46,043) 14,214,126 (446,610) 13,767,516
5,714,816 - 5,714,816 (400,000) 5,314,816
149,474 - 149,474 (46,610) 102,864
371,264 (46,043) 325,221 - 325,221
6,235,554 (46,043) 6,189,511 (446,610) 5,742,901
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Financial instruments and Risk (continued)

19. Offsetting financial assets and financial liabilities (continued)
(a) Offsetting arrangements

(i) Bailment receivables

An offset facility is extended to dealerships where dealer’s surplus funds are accepted by Toyota Finance
Australia Limited for purposes of reducing bailment charges by offsetting the interest accrued on the offset
account against the bailment charges. The bailment receivables are presented net of the offset account
balance in the statement of financial position. From FY 2016 this arrangement is no longer available.

(i) Other assets and liabilities

On the wholesale dealer statements, monthly financing and other receivables from dealerships are offset
against monthly commissions and other payables to dealerships. The amounts are settled and presented
net in the statement of financial position.

(b) Master netting arrangements and set-off arrangements — not currently enforceable

Derivative transactions with counterparties are covered by ISDA agreements and term loans are covered by
standard loan agreements. Under the terms of these arrangements, only upon an event of default or ratings
downgrade to a certain level, the net position owing/receivable to a select counterparty in the same currency
will be taken as owing and all the relevant arrangements terminated. The consolidated entity has deposits and
term loans with certain counterparties. As the consolidated entity does not presently have a legally
enforceable right of set-off, these amounts have not been offset in the statement of financial position, but
have been presented separately in the table above.

20. Financial risk management

The consolidated entity’s activities expose it to a variety of financial risks: market risk (including currency risk
and interest rate risk), credit risk, liquidity risk and residual value risk. The consolidated entity’s overall risk
management program focuses on the unpredictability of financial markets and used vehicle markets and seeks
to manage potential adverse effects on the financial performance of the consolidated entity.

The consolidated entity does not enter into or trade financial instruments, including derivative financial
instruments, for speculative purposes. Derivative financial instruments are used to manage the consolidated
entity’s exposure to currency risk and interest rate risk. The residual value risk of the consolidated entity
arises mainly from receivables under operating lease and loans with guaranteed future value.

Risk management is carried out by various committees and departments based on charters approved by senior
management in accordance with the company’s Enterprise Risk Management Framework. These include:

Enterprise Risk Committee
The Enterprise Risk Committee is established with the purpose of driving an appropriate risk culture across the
enterprise and enabling the organisation to achieve its business goals.

Pricing Committee
The Pricing Committee meets to actively assess new business margins in connection with volume and interest
rate requirements, and a changing interest rate and competitor environment.

Asset and Liability Committee

The Asset and Liability Committee meets to proactively and collaboratively manage and monitor the interest
rate and liquidity risks of the consolidated entity. The consolidated entity’s Treasury department identifies,
evaluates and hedges financial risks. The Treasury department implements the consolidated entity’s policies to
manage the consolidated entity’s foreign currency risk, interest rate risk, credit risk with banks and other
financial intermediaries, and liquidity risk.
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Financial instruments and risk (continued)

20. Financial risk management (Continued)

Credit Risk Committee

The Credit Risk Committee is responsible for the risk assessment, ongoing management, collection,
enforcement and write-off of monies lent by the company. The committee ensures that the core credit
operations of the company are aligned with the corporate goals and objectives. Its focus is on the credit risk
assessment and an ongoing evaluation of credit granted to dealer wholesale and fleet credit.

Retail Credit Risk Committee

The Retail Credit Risk Committee is responsible for the risk assessment, ongoing management, collection,
enforcement and write-off of monies lent by the company. The committee ensures that the core credit
operations of the company are aligned with the corporate goals and objectives. Its focus is on the credit risk
assessment and an ongoing evaluation of credit granted to retail customers.

Residual Value Committee

The Residual Value Committee undertakes to measure and assess residual values on assets based on best
practice and critical variable information such as used car market dynamics, economic conditions,
governmental policies/regulations, the credit market and the conditions of assets under lease/with guaranteed
future value. It reports all matters with potential impact on residual value of assets and all other matters
which would mitigate potential residual value risks to the consolidated entity.

Audit Committee

The Audit Committee is tasked to assist the Board of Directors of the company and management in the
exercise of its oversight responsibilities over the systems of internal control, internal audit activities and
ensuring a constant communication amongst the Audit Committee, management, external auditor and
internal auditor.

Compliance Committee

The Compliance Committee is responsible for the establishment, publication and maintenance of the
Compliance Framework to manage the consolidated entity’s compliance with all the laws, regulations and
codes of practice that apply to the business and the conditions of the company’s ACL and AFS Licenses.

Internal Audit

The Internal Audit Department provides independent, objective assurance and consulting activities designed
to add value and improve the consolidated entity’s operations. It assists the management in identifying and
mitigating risks, and recognising kaizen opportunities through its review of business processes, systems,
environment and activities.
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Financial instruments and risk (continued)

20. Financial risk management (continued)

(a)
(i)

(ii)

Market risk

Foreign exchange risk

The consolidated entity operates in international capital markets to obtain debt funding to support its
earning assets. Transactions may be denominated in foreign currencies, exposing the consolidated entity
to foreign exchange risk arising from various currency exposures.

Foreign exchange risk arises from recognised assets and liabilities denominated in currency that is not the
entity’s functional currency and net investments in foreign operations. The risk is measured using debt
maturity analysis.

Management has set up a policy requiring the consolidated entity to manage its foreign exchange risk
against its functional currency. The consolidated entity is required to economically hedge 100% of its
foreign exchange risk at the time of debt issuances. Derivative financial instruments are entered into by
the consolidated entity to hedge its exposure to foreign currency risk, including:

° Forward exchange contracts to hedge the foreign currency risk arising on the issue of commercial
paper in foreign currencies and affiliated entity loan; and

o Cross currency swaps to manage the foreign currency and interest rate risk associated with foreign
currency denominated medium term notes.

The consolidated entity’s net exposure to foreign currency risk at the end of the reporting period ended
31 March 2016 is immaterial. There has been no change in this position when compared to the reporting
period ended 31 March 2015.

Cash flow and fair value interest rate risk

Cash flow and fair value interest rate risk is the risk that the future cash flows of a financial instrument
will fluctuate because of changes in market interest rates. Fair value interest rate risk is the risk that the
value of a financial instrument will fluctuate because of changes in market interest rates. The
consolidated entity is exposed to the effects of fluctuations in the prevailing levels of market interest
rates as it borrows and lends funds at both floating and fixed interest rates. Derivative financial
instruments are entered into by the consolidated entity to economically hedge its exposure to cash flow
and fair value interest rate risk, including:

] Fixed-to-floating interest rate swaps to manage the interest rate risk generated by the consolidated
entity’s earning assets. Such interest rate swaps have the economic effect of converting loans and
receivables from fixed rates to floating rates.

° Fixed-to-floating interest rate swaps to manage the interest rate risk generated by the consolidated
entity’s functional currency denominated fixed rate medium term notes. Such interest rate swaps
have the economic effect of converting borrowings from fixed rates to floating rates; and

° Cross currency swaps to manage the foreign currency and interest rate risk associated with foreign
currency denominated medium term notes. Such cross currency swaps have the economic effect of
converting borrowings from foreign denominated fixed or floating rates to functional currency
floating rates.

Under the interest rate swaps, the consolidated entity agrees with other parties to exchange, at specified
intervals (mainly quarterly), the difference between fixed contract rates, and floating rate interest
amounts calculated by reference to the agreed notional principal amounts. Under the cross currency
swaps, the consolidated entity agrees with other parties to exchange, at specified intervals, foreign
currency principal and fixed rate interest amounts, and functional currency principal and floating rate
interest amounts calculated with reference to the agreed functional currency principal amount.
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Financial instruments and risk (continued)

20. Financial risk management (continued)

(a) Market risk (continued)

(ii) Cash flow and fair value interest rate risk (Continued)

The consolidated entity’s policy is to maintain most of its debt exposure in its functional currency at floating
rate, using interest rate swaps or cross currency swaps to achieve this when necessary. The consolidated
entity’s policy is to maintain between 20% and 50% of its loans and receivables funded at floating rate, using

interest rate swaps to achieve this when necessary.

The following table details the consolidated entity’s exposure to interest rate risk as at the end of the reporting
period.

Weighted| Variable Fixed Interest Rate Non

Consolidated 2016 Average Interest Less than 1to5 Over5 Interest

Interest Rate 1 year years years Bearing Total

Rate % $'000 $'000 $'000 $'000 $'000 $'000
Operating Lease receivable 6.0% - 517,032 637,309 11,158 - 1,165,499
Financial Assets
Cash and liquid assets 2.3% 1,199,106 - - - - 1,199,106
Loans and receivables 6.8% 3,134,749 2,993,670 6,468,429 262,142 -1 12,858,990
Hedge swaps 8,887,250 | (3,556,000} (5,291,250) {40,000) - -
Other assets - - - - 53,383 53,383
Total financial assets 13,221,105 (45,298)] 1,814,488 233,300 53,383 | 15,276,978
Financial Liabilities
panks & other financlal 2.8%| 4,896,753 - - . | 896,753
institutions
Loans from related 2490 364,464 ) ) ) ) 364,464
company
Commercial papers 2.4% 2,081,951 - - - - 2,081,951
Medium term notes 2.9% 1,296,199 1,363,811 3,899,524 - - 6,559,534
Cross currency swaps 2,215,485 {558,506)| {1,656,979) - - -
Interestrate swaps 3,502,300 (820,600)| (2,681,700) - - -
Otherliabilities - - - - 322,409 322,409
Total financial liabilities 14,357,152 (15,295) {439,155) - 322,409 | 14,225,111
Net Financial Assets/Liabilities (1,136,047) (30,003) 2,253,643 233,300 (269,028) 1,051,867

41



Financial instruments and risk (continued)

20. Financial risk management (continued)
(a) Market risk (continued)

(ii) Cash flow and fair value interest rate risk (Continued)

Weighted| Variable Fixed Interest Rate Non

2015 Average Interest Less than 1toS Over 5 Interest

Interest Rate 1 year years years Bearing Total

Rate % ($'000) {$'000) ($'000) ($'000) ($'000) $'000
Operating Lease receivable 6.8% - 480,186 624,519 8,911 - 1,113,616
Financial Assets
Cash and liquid assets 2.7% 1,272,771 - - - 1,272,771
Loans and receivables 7.3% 3,068,971 2,724,194 6,370,664 248,207 - | 12,412,036
Hedge swaps 7,593,250 | (2,516,000)| (4,987,250 {90,000) - -
Other Assets - - - - 38,119 38,119
Total financial assets 11,934,992 688,380 2,007,933 167,118 38,119 | 14,836,542
Financial Liabilities
Banks & other financial
institutions 3.3% 5,320,753 - - - - 5,320,753
Loans from related company 2.8% 394,063 - - - - 394,063
Commercial papers 2.8% 2,034,550 - - - - 2,034,550
Medium term notes 3.4% 1,137,564 51,000 5,052,065 . - 6,240,629
Cross currency swaps 1,841,890 - | (1,841,890)
Interestrate swaps 3,013,800 (51,000)] (2,962,800) - - -
Otherliabilities - - - - 325,221 325,221
Total financial liabilities 13,742,620 - 247,375 - 325,221 | 14,315,216
Net Financial Assets/Liabilities (1,807,628) 688,380 1,760,558 167,118 (287,102) 521,326

{iii) Sensitivity

The consolidated entity's financial results are exposed to interest rate movements in the market.
Shown below is the potential impact of a 1% increasein interest rate on the consolidated entity's pre-
tax profits for the next twelve months. A 1% decrease in interest rate has an opposite impact of the
same amount.

Consolidated Consolidated

2016 2015
$7000 $’000
Interest rates —increase by 100 basis points (68) 5,447

(b) Credit risk

The consolidated entity takes on exposure to credit risk, which is the risk that counterparty will cause a
financial loss for the consolidated entity by failing to discharge an obligation. Credit exposures arise principally
from lending activities for financing assets, funding activities such as cash and cash equivalents, deposits with
banks and financial institutions and derivative financial instruments.
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Financial instruments and risk (continued)

20. Financial risk management (continued)

(b) Credit risk (continued)

(i) Lending activities

The consolidated entity’s financing assets are exposed to three areas: retail, fleet and wholesale.

Retail
The retail portfolio is the largest area which comprises a range of loans and receivables from individual
consumers and small business.

Fleet

The fleet portfolio comprises a range of loans and receivables and motor vehicles under operating lease from
small business to fleet business consisting of medium to large commercial clients and government bodies. It
also includes novated leasing customers.

Credit risk arising from individual consumers and small business is managed through the application of credit
scoring and manual underwriting to identify and evaluate acceptable risks and portfolio diversification both
demographically and geographically. Credit risk arising from fleet clients is managed by imposition and review
(at @ minimum annually) of credit limits to ensure fleet clients have the capacity to settle financial
commitments. Collateral is also used to secure funds advanced. The principal collateral types are:

® Inthe case of term purchase and lease products, title of the leased vehicle is retained until final settlement

under the terms of the agreement;
® Charges over vehicles in the case of loan products.

Repossessed vehicles are sold using various channels as soon as practicable, with the proceeds used to reduce

the outstanding indebtedness.

The following table shows the past due exposure on loans and receivables which includes unimpaired
and impaired amounts.

Consolidated Consolidated

2016 2015

$'000 $'000

Retail past due exposure

30 days and below 346,706 334,278
31-60 days 100,231 105,637
61-90 days 45,672 42,386
over 90 days 59,725 74,523
552,334 556,824
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Financial instruments and risk (continued)
20. Financial risk management (continued)
(b) Credit risk (continued)

(i) Lending activities (continued)

Consolidated Consolidated
2016 2015
$'000 $'000
Fleet past due exposure
30 days and below 119,810 138,477
31-60 days 20,443 11,796
61-90 days 4,840 20,546
over 90 days 10,304 12,387
155,997 183,206
Total past due exposure 708,331 740,030
Impaired loans and receivables:
Retail 149,088 142,988
Fleet 25,707 39,707
Total impaired loans and receivables 174,795 182,695

The consolidated entity uses provisioning models to assess the credit quality of financing assets and estimates
provision for amounts not collectible. Amounts not provided for are deemed collectible.

Wholesale

The wholesale portfolio includes floor plan finance for new and used motor vehicles to approved motor vehicle

dealers under either:

e Bailment facilities, where motor vehicles are bailed and in the possession for sale to a motor vehicle dealer
by the company who retains ownership of the motor vehicles until sold to a customer; or a

® Revolving Line of Credit, whereby motor vehicles held for resale by a motor vehicle dealer are secured by
the company under a General Security Agreement.

In addition to the floor plan facilities, the wholesale portfolio also represents loans for dealership properties
and premises along with working capital loans with these loans typically secured by real estate mortgages and
general security agreements.

Due to the nature of these facilities there is a concentration in the motor vehicle dealership industry, with the
risk spread across market locations throughout Australia. In addition to the collateral security obtained credit
risk is managed through regular auditing of the dealerships vehicle inventory, monthly monitoring of financial
performance and ongoing annual reviews.

The concentration of credit risk in relation to the two operating segments is reflected in the note 7.
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Financial instruments and risk (continued)

20. Financial risk management (continued)

(b) Credit risk (continued)

(i) Funding activities

The consolidated entity’s Treasury Department manages credit risk through the use of external rating such as
Standard and Poor’s rating or equivalents, counterparty diversification, monitoring of counterparty financial

condition and ensuring master netting agreements are in place with all derivative counterparties.

The below table shows the percentage of the consolidated entity’s money market deposits and derivatives
relating to funding activities, based on the Standard & Poor’s rating.

Consolidated Consolidated
Rating 2016 2015
% %
AA- 26 40
A+ 29 59
A- - 1
A 45 -
100 100

The maximum exposure to credit risk at the end of the reporting period, without taking into account collateral
obtained, is the carrying amount, net of any allowance for doubtful debts or impairment, of each financial
asset, including derivative financial instruments, in the statement of financial position.

Liquidity risk is the risk that the consolidated entity is unable to meet its payment obligations associated with
its financial liabilities when they fall due and to replace funds when they are withdrawn. The consequence may
be failure to meet obligations to repay creditors and fulfil commitments to lend. The consolidated entity, in the
normal course of business, requires substantial funding to support the level of its earning assets and working
capital requirements, consequently is exposed to liquidity risk.

The liquidity management processes carried out by the Treasury Department includes:

° Day-to-day funding managed by monitoring future cash flows to ensure that requirements can be
met. This includes planning replenishment of funds before they mature or/and borrowed by
customers. The consolidated entity maintains an active presence in domestic and international
capital markets to enable this to happen;

o Monitoring the concentration and profile of debt maturities; and

° Maintaining backup credit facilities.
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Financial instruments and risk (continued)

20. Financial risk management (continued)

(c) Liquidity risk (continued)

() Financing arrangements

The consolidated entity utilises various financing arrangements such as commercial paper, medium term
notes, bilateral bank loans and securitisation to meet liquidity requirements. It has access to a wide array of
credit facilities to manage liquidity risk (refer to Note 13).

(i) Maturity of financial liabilities

The tables below analyses the consolidated entity’s financial liabilities into relevant maturity groupings based
on their remaining contractual maturity as at the reporting period for all:

® non-derivative financial liabilities; and

® netand gross settled derivative financial instruments for which the contractual maturities are essential for
an understanding of the timing of the cash flows.

The amounts in the tables are the contractual undiscounted cash flows. For interest rate swaps the cash flows

have been estimated using forward interest rates applicable at the end of the reporting period.

<1 1-3 3-12 1-5 Over 5
Consolidated 2016 Month Months Months Years Years Total
$'000 $'000 $'000 $'000 $'000 $'000
Non-derivatives
Banks & other financial
institutions 516,348 217,380 | 1,981,728 2,710,739 5,426,195
Bonds & commercial paper 558,692 | 1,322,762 | 2,134,621 5,106,335 9,122,410
Other liabilities 153,452 35,475 62,865 70,617 322,409
Total non derivatives 1,228,492 | 1,575,617 | 4,179,214 7,887,691 14,871,014
Derivatives
Forward Foreign Exchange
Contracts
- Bought currency (409,463)| (335,655)| (187,494) - {932,612}
- Sold currency 433,789 372,484 202,413 - 1,008,686
Interest Rate Swaps 4,520 (6,553) (21,521) (35,700) {59,254)
Cross Currency Swaps
-Payleg 11,153 13,135 986,177 2,667,342 3,677,807
- Receive leg (3,702) (9,450) (984,832)| (2,860,227) (3,858,211)
Total derivatives 36,297 33,961 [5,257) (228,585) {163,584)
Total 1,264,789 | 1,609,578 | 4,173,957 7,659,106 14,707,430
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Financial instruments and risk (continued)

20. Financial risk management (continued)

(C) Liquidity risk (continued)

(i) Maturity of financial liabilities (continued)

<1 1-3 3-12 1-5 Over 5
Consolidated 2015 Month Months Months Years Years Total
$'000 $'000 $'000 $'000 $'000 $'000
Non-derivatives
Banks & other financial
institutions 360,040 | 1,026,355 | 1,268,221 3,716,107 6,370,723
Bonds & commercial paper 521,914 | 1,368,887 | 1,167,810 5,793,908 8,852,519
Other liabilities 164,587 29,113 69,073 62,448 325,221
Total non derivatives 1,046,541 | 2,424,355 | 2,505,104 9,572,463 15,548,463
Derivatives
Forward Foreign Exchange
Contracts
- Bought currency (356,440)| (562,337)| (186,389) - (1,105,166)
- Sold currency 325,787 529,565 181,966 - 1,037,318
Interest Rate Swaps 4,162 (6,659) (26,133) (70,425) (99,055)
Cross Currency Swaps
-Payleg 11,658 427,475 891,626 2,726,349 4,057,108
- Receive leg {3,433)] (469,938)| (915,274)] (3,160,971) (4,549,616)
Total derivatives (18,266) (81,894) (54,204) (505,047) (659,411)
Total 1,028,275 | 2,342,461 | 2,450,900 9,067,416 14,889,052
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Operating assets and liabilities

This section covers the operating assets and liabilities of the consolidated entity including cash and cash
equivalents, prepayments, accounts payable and accrued expenses payable.

21. Cash and cash equivalents

Consolidated Consolidated
2016 2015
$'000 $'000
Cash on hand 3 3
Cash in bank 199,103 202,768
Deposits at call 1,000,000 1,070,000
1,199,106 1,272,771

Recognition and measurement

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other short-
term, highly liquid investments with original maturities of three months or less that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value, and bank overdrafts.
Cash in bank and deposits at call earn interest at prevailing market rates. Interest is recognised in the income
statement using the effective interest rate method.
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Operating assets and liabilities (continued)

22. Cash flow information

Reconciliation of profit for the year to net cash from operating activites

Profit attributable to owners of the parent

Share of profit of associates

Depreciation and amortisation of plant and equipment
Impairment loss on intangible assets

Amortisation - upfront receipts

Amortisation - prepaid expenses

Net gain/(loss) on sale of hon-current assets

Net gain/(loss) on translation of foreign currency transactions
Changes in fair value of financial instruments

Movements in operating assets and liabilities:

Increase/{decrease} in provision for impairment of receivable
Increase/(decrease) in provision for impairment on residual value
(Increase) in loans and recejvables

(Increase)/decrease in assets under net operating lease {net of
accumutated depreciation)

Decrease(increase) in deferred tax asset

Increase in current liabilities

Decrease/(increase) in current assets

Increase/(decrease) in income tax payable

Increase/{decrease) in derivative financial instruments at fair value
through profit or loss

Net cash outflow from operating activities
23. Other assets
Prepayments

Other debtors
Accrued interest receivable on cash and cash equivalents

Other assets expected to be recovered within 12 months
Other assets expected to be recovered after more than 12 months
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Consolidated

Consolidated

2016 2015
$'000 $'000
159,074 140,716
(7,610) (8,675)
23,139 21,077
- 1,758
(494) (117)
20,106 17,905
(8,057) (6,919)
(512,917) 1,017,140
269,292 (540,145)
(13,486) 25,700
3,086 5,400
(446,954) (181,835)
(43,810) (63,239)
18,189 (330)
15,242 (409)
(15,264) 3,522
(18,054) 2,315
437,989 (510,026)
(120,530) (76,162)
43,871 31,664
7,678 5,195
1,834 1,260
53,383 38,119
30,655 29,777
22,728 8,342
53,383 38,119




Operating assets and liabilities (continued)

24. Other liabilities

Consolidated

Consolidated

2016 2015
$'000 $'000
Unearned warranty revenue 1,491 1,433
Employee entitlements 9,465 8,990
Accrued interest payable 60,219 57,068
Amounts payable to related entities 96,701 109,860
Accounts payable 40,658 49,220
Accrued expenses 99,880 93,879
Other 13,995 4,771
322,409 325,221
Other liabilities expected to be settled within 12 months 251,793 262,773
Other liabilities expected to be settled in more than 12 months 70,616 62,448
322,409 325,221
Number of employees at end of reporting period 653 587

Employee entitlements

(a) Short-term obligations

Liabilities for wages and salaries, including annual leave expected to be settled within 12 months of the end of
each reporting period are recognised in other payables in respect of employees’ services up to the reporting
date and are measured at the amounts expected to be paid when the liability is settled. Liabilities for non-
accumulating sick leave are recognised when the leave is taken and measured at rates paid or payable.

(b) Other long-term employee benefit obligations

The liabilities for long service leave are not expected to be settled wholly within 12 months after the end of the
period in which the employees rendered the related service. They are therefore recognised in the provision
for employee benefits and measured as the present value of expected future payments to be made in respect
of services provided by employees up to the end of each reporting period. Consideration is given at expected
future wage and salary levels, experience of employee departures and periods of service. Expected future
payments are discounted using market yields at the reporting date on national government bonds with terms
to maturity and currency that match, as closely as possible, the estimated future cash flows.

The obligations are presented as current liabilities in the balance sheet if the consolidated entity does not have
an unconditional right to defer settlement for at least twelve months after the reporting date regardless of
when the actual settlement is expected to occur.

(c) Retirement benefit obligation

All employees of the consolidated entity are entitled to benefits on retirement, disability or death from the
consolidated entity’s superannuation plan. The consolidated entity has a defined contribution plan. The
defined contribution plan receives fixed contributions from the consolidated entity and the consolidated
entity’s legal and constructive obligation is limited to these contributions.

Contributions to the defined contribution fund are recognised as an expense as they become payable. Prepaid

contributions are recognised as an asset to the extent that cash refund, or a reduction in the future payments
is available.
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Non-operating assets

This section outlines the non-operating assets of the consolidated entity. Included in this section are the
following information:

* Investment accounted for using the equity method

* Property and equipment

e Deferred tax asset

25. Investment accounted for using the equity method

Country of Consolidated Ownership interest
Name of entity incorporation
2016 2015 2016 2015
$'000 $'000 % %

(a) Movement in carrying amount
Unlisted

Toyota Finance New Zealand Limited New Zealand

Carrying amount at 1 April 65,716 66,038 45.45 45.45
Share of profits after income tax 7,610 8,675
Dividends received (5,235) (11,630)

Net exchange differences on

translation of foreign associate

entity (5,591) 2,633
Carrying amount at 31 March 62,499 65,716

The principal activities of Toyota Finance New Zealand Limited during the period were:
- to finance motor vehicle acquisitions in the form of leasing, term purchase, consumer and
commercial loans;
- to provide bailment facilities and commercial loans to Toyota dealers;
- the marketing of vehicle and finance retated insurance products;
- the provision of retail finance and related products for pleasure boats; and
- the provision of unsecured personal loans.

Investments in associates are accounted for in the consolidated financial statements using the equity
method of accounting and are carried at cost.

(b) Share of associates' profits

Profit before income tax 9,903 11,807
Income tax expense (2,293) (3,132)
Profit after income tax 7,610 8,675
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Non-operating assets (continued)
25. Investment accounted for using the equity method (continued)

(c) Summarised financial information of associates
Consolidated entity's share of:

Assets Liabilities Revenues Profit
$'000 $'000 $'000 $'000
Consolidated 2016
Toyota Finance New Zealand Limited 437,061 373,955 55,574 7,610
Consolidated 2015
Toyota Finance New Zealand Limited 504,722 438,400 61,039 8,675

Consolidated

2016 2015
$'000 $'000
(d) Share of associates expenditure commitments
Lease commitments 2,640 3,188

Principles of consolidation

Associates are all entities over which the consolidated entity has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates are
accounted for in the consolidated financial statements using the equity method of accounting, after initially
being recognised at cost.

The consolidated entity’s share of its associates’ post-acquisition profits or losses is recoghised in profit or loss,
and its share of post-acquisition movements in reserves is recognised in other comprehensive income. The
cumulative post-acquisition movements are adjusted against the carrying amount of the investment.
Dividends receivable from associates are recognised in the consolidated financial statements as a reduction
against the carrying amount of the investment.

When the consolidated entity’s share of losses in an associate equals or exceeds its interest in the associate,
including any other unsecured long-term receivables, the consolidated entity does not recognise further
losses, unless it has incurred obligations or made payments on behalf of its associate.

Unrealised gains on transactions between the consolidated entity and its associates are eliminated to the
extent of the consolidated entity’s interest in associates. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred. Accounting policies of associates
have been changed where necessary to ensure consistency with the policies adopted by the consolidated
entity.
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Non-operating assets (continued)

25. Investment accounted for using the equity method (Continued)

Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements of each of the consolidated entities are measured using the
currency of the primary economic environment in which the entity operates (‘the functional currency’). The
consolidated financial statements are presented in Australian dollars, which is the company’s functional and
presentation currency.

On consolidation, the exchange differences arising from the translation of the net investment in the foreign
entity from functional to presentation currency is recognised in other comprehensive income.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in profit or loss.

26. Property and equipment

Accumulated

Cost Depreciation Carrying Value
Consolidated Consolidated Consolidated
2016 2016 2016
$'000 $'000 $'000
Leasehold improvements 8,397 6,582 1,814
Plant and equipment 21,735 19,503 2,233
Motor vehicles 7,239 1,099 6,140
37,371 27,184 10,187
Accumulated
Cost Depreciation Carrying Value
Consolidated Consolidated Consolidated
2015 2015 2015
$'000 $'000 $'000
Leasehold improvements 8,196 5,507 2,689
Plant and equipment 21,011 18,254 2,757
Motor vehicles 6,136 990 5,146
35,343 24,751 10,592
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Non-operating assets (continued)

26. Property and equipment (continued)

Leasehold Plant and
improvements equipment Motor vehicles Totals
Consolidated 2016 $'000 $'000 $'000 $'000
Carrying value at 1 April 2,689 2,757 5,146 10,592
Additions 200 725 6,555 7,478
Disposals - - (3,795) (3,795)
Depreciation (1,075) (1,249) (1,766) (4,090)
Impairment loss - - - -
Carrying value at 31 March 1,814 2,233 6,140 10,186
Leasehold Plant and
improvements equipment Motor vehicles Totals
Consolidated 2015 $'000 $'000 $'000 $'000
Carrying value at 1 April 2,875 3,325 12,059 18,259
Additions 988 758 10,089 11,835
Disposals - - (14,260) (14,260)
Depreciation (1,174) (1,323) (2,742) (5,239)
= {3) d {4)
Carrying value at 31 March 2,689 2,757 5,146 10,591

Recognition and measurement

Property and equipment are stated at historical cost less accumulated depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the consolidated
entity and the cost of the item can be measured reliably. All other repairs and maintenance are charged to
profit or loss during the financial period in which they are incurred.

Depreciation of property and equipment is calculated using the straight line method to allocate their cost, net
of their residual values, over their estimated useful lives, as follows:

Asset Class Method Estimated Useful Life
Property and equipment Straight line 3-5 years

Motor vehicles Straight line 1- 3 years
Leasehold improvements Straight line Unexpired portion of lease or

useful life of asset whichever is
shorter

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet
date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are
included in profit or loss.
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Non-operating assets (continued)

27. Intangible assets

Cost Amortisation Carrying Value
Software Consolidated Consolidated Consolidated
$'000 $'000 $'000
2016 142,307 102,210 40,096
2015 128,657 83,670 44,988

Consolidated

Consolidated

2016 2015

$'000 $'000
Carrying value at 1 April 44,988 43,429
Additions 16,085 19,151
Amortisation expense (19,049) (15,838)
Impairment loss - (1,754)
Others (1,929) .
Carrying value at 31 March 40,096 44,988

Recognition and measurement

Software consists of capitalised IT development costs being internally generated intangible assets. These
consist of system software purchased and customised to the needs of the entity as well as internally
developed software projects.

Capitalised software is recognised when it is probable that the project (i) will be completed considering its
commercial and technical feasibility, (i) will contribute to future period financial benefits through revenue
generation and/or cost reductions; and (iii) its costs can be measured reliably. The expenditure capitalised
comprises all directly attributable costs, including costs of materials, services and direct labour. Capitalised
computer software development is amortised from the point at which the asset is ready for use on a straight
line basis over its useful life, which varies from 3 to 10 years.

Impairment of assets

Intangible assets are tested for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the
asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s
fair value less costs to resell and value in use. For the purposes of assessing impairment, assets are grouped
at the lowest levels for which there are separately identifiable cash inflows which are largely independent of
the cash inflows from other asset groups (cash generating units).
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Non-operating assets (continued)

28. Deferred tax assets

Deferred tax asset balances comprise temporary differences

attributable to:

Amounts recognised in the Balance Sheet
Provision for impairment of loans and advances
Financial Instruments
Accrued expenses
Sundry ttems

Total amount recognised in the Balance Sheet

Deferred tax liability balances comprise temporary differences

attributable to:

Amounts recognised in the Balance Sheet
Assets financed under lease
Sundry items

Total amount recognised in the Balance Sheet

Net deferred tax assets

Gross Deferred tax assets opening balance:

Movement in temporary differences during the year:

Provision for impairment of loans and advances
Financial Instruments
Accrued expenses
Sundry Items
Gross Deferred tax assets closing balance

Gross Deferred tax liabilities opening balance:

Movement in temporary differences during the year:

Assets financed under lease
Sundry items
Gross Deferred tax liabilities closing balance

Net deferred tax assets

Deferred tax asset/ ( liabilities) expected to be settled within 12 months
Deferred tax asset / ( liabilities) expected to be settied beyond 12 months

Refer to Note 6 Income tax expense for further information on income tax.
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Consolidated
2016

Consolidated
2015

$'000 $'000
58,192 61,312
(9,792) (163)
25,551 23,813
4,891 6,435
78,842 91,397
59,337 54,125
9,438 9,015
68,775 63,140
10,067 28,257
91,397 99,482
(3,120) 9,330
(9,629) (12,410)
1,738 1,228
{1,544) (6,233)
78,842 91,397
63,140 71,555
5,212 4,227
423 (12,642)
68,775 63,140
10,067 28,257
(3,044) 31,283
13,111 (3,026)
10,067 28,257




Unrecognised items

This section provides information about items that are not recognised in the financial statements as they do
not satisfy the recognition criteria but are relevant for the understanding of the financial performance of the
consolidated entity.

29, Contingent liabilities

The company, as a member of the Toyota Motor Corporation Australia Limited GST Group (GST Group), is
jointly and severally liable for 100% of the goods and services tax (GST) payable by the GST Group. The GST
Group had a net GST payable as at 31 March 2016 of $48.2 million (31 March 2015: $50.3 million).

The company, in association with other Australian incorporated entities with a common owner, implemented
the income tax consolidation legislation from 1 April 2003 with Toyota Motor Corporation Australia Limited as
the Head Entity. Under the income tax consolidation legislation, income tax consolidation entities are jointly
and severally liable for the income tax liahility of the consolidated income tax group unless an income tax
sharing agreement has been entered into by member entities. At the date of signing this financial report an
income tax sharing agreement has been executed. The directors believe the assets of the Head Entity are
sufficient to meet the income tax liabilities as they fall due.

The range of Toyota Extra Care warranty contracts, offered by the company since August 2003, provide an
extended warranty to the customer in exchange for an upfront premium payment. The risk of claims has been
fully insured with third party insurers. The directors consider the insurance of risk is sufficient to meet any
claims which may eventuate.

A fully maintained operating lease is offered under the company’s current portfolio of products. Fully
maintained operating leases require the company to provide agreed services at the company’s expense.
Monthly rental includes a pre-determined charge for such services. The actual cost of such services is
expensed periodically during the term of the leases and recognised in the income statement in reference to
the stage of completion method.

30. Commitments
(a) Lease commitments

Consolidated Consolidated
2016 2015
$'000 $’000
Operating leases
Aggregate amount contracted but not provided for in the
accounts are as follows:
- Premises 15,052 18,363
Lease commitments expected to be settled in 12 months 4,764 4,764
Lease commitments expected to be settled in more than 12
months but not later than 60 months 10,288 13,599
15,052 18,363

The company leases various offices under non-cancellable operating leases expiring within one to
fiveyears. The leases have varying terms, escalations clauses and renewal rights. On renewal,
the terms of the leases are renegotiated. There are no lease committements expected to be settled
later than 60 months.
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Unrecognised items (continued)

30. Commitments (Continued)

(b) Capital commitments

Consolidated Consolidated
2016 2015
$'000 $'000
Expenditures contracted for at the end of each reporting period
but not recognised as liabilities is as follows:
Intangible assets 1,587 -

31. Subsequent events
The directors are not aware of any other matter or circumstance not otherwise dealt with in the report or

financial statements that has significantly or may significantly affect the operations of the consolidated entity,
the results of those operations, or the state of affairs of the consolidated entity in subsequent financial years.
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Other disclosure matters

This section covers other information that is not directly related to specific line items in the financial
statements, including information about subsidiaries, related party transactions, parent entity information
and other statutory disclosures.

32. Subsidiaries
The consolidated financial statements incorporate the assets, liabilities, and results of the following
subsidiaries in accordance with the accounting policy described in note 1(b}:

Ownership interest

Name of entity Country of Class of 2016 2015

incorporation shares % %
TFA (Wholesale) Pty. Limited* Australia Ordinary 100 100
Southern Cross Toyota 2009-1 Trust** Australia Ordinary 100 100
King Koala TFA 2012-1 Trust** Australia Ordinary 100 100

*Investment value of $2 has been rounded to nil. This subsidiary has been granted relief from the necessity to prepare
financial statements in accordance with Class Order 98/1418 issued by the Australian Securities and Investment
Commission. For further information refer to note 36. The proportion of the ownership interest is equal to the proportion
of voting power held.

**Investment value of $10 has been rounded to $nil.

33. Related party transaction

This note shows the extent of related party transactions that are undertaken by the consolidated entity and
the impact they had on the financial performance and position of the entity.

(a) Entities in the wholly owned group

The ultimate Australian parent entity is Toyota Finance Australia Limited, a wholly owned subsidiary of Toyota
Financial Services Corporation, which is a wholly owned subsidiary of the ultimate parent entity, Toyota Motor
Corporation incorporated in Japan.

(b) Subsidiaries

Interests in subsidiaries are set out in note 32.

(c} Associates

Investments in associates are set out in note 25.
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Other disclosure matters (continued)

33. Related party transaction (continued)
(d) Key management personnel

(i) Key management personnel compensation

Short-term employee benefits
Termination benefits

Consolidated
2016

Consolidated
2015

$ $

6,354,969 6,047,491
- 315,640

6,354,969 6,363,131

(ii) Equity instrument disclosures relating to key management personnel

Options over issued ordinary shares of the ultimate chief entity, being Toyota Motor Corporation, Japan,
granted during or since the end of the financial year to any directors or the five most highly remunerated
officers of the company and consolidated entity as part of their remuneration are enumerated below. These
options were part of Toyota Motor Corporation Global Incentive Plan of 1 August 2008. An option has a right
to acquire 100 common shares.

31 March 2015
Unexercised Options

31 March 2016
Unexercised Options

Directors
J. R. Chandler, Managing Director 20 20

Shares under option
Issued ordinary shares of the ultimate chief entity, being Toyota Motor Corporation, Japan under option at the
date of this report are as follows:

Issue
Date price Balance at Exercised Granted Balance at
options Date Expiry date of start of the  duringthe duringthe end of the
granted exercisable shares period period period period
2Aug2010 1Aug2012  31Jul 2018 (A) 2,000 - - 2,000

(A) The exercise price of options is based on the price equal to 1.025 times the closing price of Toyota Motor Corporation
common shares on the Tokyo Stock Exchange as at the date the options were granted.

(iii) Loans to key management personnel

Details of loans made to directors and other key management personnel of the company are set out below.

As 31 March Amount Outstanding Terms Average Security
Financed Balance Rate
2016 $2,213,024 $2,213,020 3 years, variable | 4.39% |Secured by 1st mortgages over the loan property
2015 $2,213,024 $2,230,661 30 years, variable | 4.87% |[Secured by 1st mortgages over the loan property

No write-downs or allowance for doubtful debts were recognised on the key management personnel loans as
at 31 March 2016 and 2015.

Terms of the Loan agreement changed during the year 2016 and the new loan term is 3 years as per revised
agreement.
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Other disclosure matters (continued)

33. Related party transaction (continued)

(e) Transactions and balances with related parties

Transactions with related parties are set out below. These are included in the consolidated entity’s
Consolidated Statement of Comprehensive income and Consolidated Statement of Financial Position for the
period.

Consolidated Consolidated
2016 2015
$'000 $'000
Net Financing Income
Affiliate finance income 29,554 46,484
Interest expense on loans from affiliated entity (1,038) {529)
Credit support fees paid to parent entity (10,398) (8,628)
Expenses
Marketing expenses paid to affiliates 850 500
Assets
Loans and receivables
Defferred finance income from affiliates * (31,890) (44,473)
Other assets
Accounts receivable from affiliates* 11,933 237
Liabilities
Interest bearing loans payable to affiliates 364,463 394,063
Non-interest bearing loans payable to affiliates 31,475 35,698
Accounts payable to affiliates* 59,957 69,536
Accrued interest payable to affiliates 831 335
Accounts payable to parent entity* 5,269 4,626

No bad debts expense and allowance for doubtful debts were recognised in relation to any receivable
due from related parties as at 31 March 2016 and 31 March 2015.

* Non-interest bearing
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Other disclosure matters (continued)

34. Parent entity information

TOYOTA FINANCE AUSTRALIA LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2016

Parent Parent
2016 2015
$'000 $'000

Assets
Cash and cash equivalents 1,199,106 1,272,771
Loans and receivables 12,695,376 12,234,936
Motor vehicles under operating lease 1,135,139 1,086,342
Derivative financial instruments 443,255 721,544
Investments in associates 4,284 4,284
Intangible assets 40,096 44,988
Property, plant and equipment 10,187 10,592
Deferred tax assets 10,067 28,257
Other assets 720,074 725,332
Total Assets 16,257,584 16,129,046

Liabilities

Due to banks and other financial institutions 2,865,989 3,125,935
Bonds and commercial paper 8,641,485 8,275,176
Related party liabilities 3,061,918 3,276,093
Derivative financial instruments 258,235 149,474
Other liabilities 322,061 324,872
Total Liabilities 15,149,688 15,151,550
Net Assets 1,107,896 977,496

Equity
Contributed equity 120,000 120,000
Retained earnings 987,896 857,496
Total Equity 1,107,896 977,496

As at 31 March 2016, current assets and current liabilities amounted to $7,281,268,000 and $7,138,466,000
respectively (2015: $7,246,486,000 and $6,087,830,000 respectively).
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Other disclosure matters (continued)
34. Parent entity information (continued)
TOYOTA FINANCE AUSTRALIA LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2016

Parent Parent
2016 2015
$'000 $'000
Interest and similar revenue 1,066,631 1,105,685
Interest expense and similar charges (854,034) (845,871)
Net financing income 212,597 259,814
Other income 199,711 214,912
Net operating income 412,308 474,726
Bad and doubtful debts expense (57,513) (86,935)
Employee benefits expense (84,160) (80,446)
Depreciation, amortisation and
impairment expense (23,139) (22,835)
ITand communication expense (10,835) (8,252)
Sales and marketing expense (9,056) (9,401)
Occupancy (6,469) (5,824)
Other expenses (17,532) (17,155)
Profit before income tax 203,604 242,878
Income tax expense (67,968) (57,050)
Profit after income tax 135,636 185,828

(b) Guarantees entered into by the parent entity
The company has no financial guarantee in relation to securitisation of loans and receivables.

(c) Contingent liabilities of the parent entity
Refer to note 29 — Contingent liabilities

{d) Contractual commitments by the parent entity
Refer to note 30 — Commitments
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Other disclosure matters (continued)
35. Auditor’s remuneration

During the year the following fees were paid or payable for services provided by the auditor of the parent
entity, its related practices and non-related audit firms:

During the year the following fees were paid or payable for services
provided by the auditor of the parent entity, its related practices and Consolidated Consolidated

non-related audit firms: 2016 2015
$ $

PricewaterhouseCoopers - Australian firm

Audit or review of the financial reports 570,000 594,820
Other audit-related work 207,791 145,678
Other assurance services 312,361 293,012
Total audit and other assurance services 1,090,152 1,033,510
Taxation 37,600 35,766
Advisory Services 16,248 -
Total remuneration 1,144,000 1,069,276

Related practices of PricewaterhouseCoopers-Australian firm {including
overseas PricewaterhouseCoopers firms)
Other assurance services 112,071 126,335

36. Deed of cross guarantee

Toyota Finance Australia Limited and TFA (Wholesale) Pty Limited are parties to a deed of cross guarantee
under which each company guarantees the debts of the others. By entering into the deed, the wholly-owned
entities have been relieved from the requirement to prepare a financial report and a directors’ report under
Class Order 98/1418 (as amended by Class Order 98/2017, 00/0321, 01/1087, 02/0248 and 02/1017) issued by
the Australian Securities and Investments Commission.

The above companies represent a “Closed Group” for the purposes of the Class Order, and as there are no
other parties to the Deed of Cross Guarantee that are controlled by Toyota Finance Australia Limited, they also
represent the “Extended Closed Group”.

The consolidated financial statements cover the entities which are parties to the deed of cross guarantee.
Consequently, the consolidated financial statements reflect the consolidated statement of comprehensive
income and consolidated balance sheet, comprising the company and the controlled entities which are a party
to the Deed, after eliminating all transactions between the parties to the Deed of Cross Guarantee, at 31
March 2016.
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DIRECTORS' DECLARATION

In the directors’ opinion:

(a)

(b)

(c)

the financial statements and notes set out on pages 6 to 64 are in accordance with the Corporations Act
2001, including:

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory
professional reporting requirements; and

(ii) giving a true and fair view of the consolidated entity’s financial position as at 31 March 2016 and
of its performance for the year ended on that date; and

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

at the date of this declaration, there are reasonable grounds to believe that the members of the
Extended Closed Group identified in note 36 will be able to meet any obligations or liabilities to which
they are, or may become, subject by virtue of the deed of cross guarantee described in note 36.

Note 2(a) confirms that the financial statements also comply with International Financial Reporting Standards
as issued by the International Accounting Standards Board.

This declaration is made in accordance with a resolution of the directors.

For and on behalf of the Board

J. R. Chandler

s

~Miles

Director

Sydney
30 May 2016
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Independent auditor’s report to the members of Toyota
Finance Australia Limited

Report on the financial report

We have audited the accompanying financial report of Toyota Finance Australia Limited (the
company), which comprises the consolidated statement of financial position as at 31 March 2016, the
consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year ended on that date, a summary of significant
accounting policies, other explanatory notes and the directors’ declaration for Toyota Finance
Australia Limited (the consolidated entity). The consolidated entity comprises the company and the
entities it controlled at year’s end or from time to time during the financial year.

Directors' responsibility for the financial report

The directors of the company are responsible for the preparation of the financial report that gives a
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001
and for such internal control as the directors determine is necessary to enable the preparation of the
financial report that is free from material misstatement, whether due to fraud or error. In Note 2, the
directors also state, in accordance with Accounting Standard AASB 101 Presentation of Financial
Statements, that the financial statements comply with International Financial Reporting Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. Those standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to
obtain reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the consolidated
entity’s preparation and fair presentation of the financial report in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001.

) PricewaterhouseCoopers, ABN 52 780 433 757
Darling Park Tower 2, 201 Sussex Street, GPO BOX 2650, SYDNEY NSW 1171
T: +61 2 8266 0000, F: +61 2 8266 9999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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Auditor’s opinion
In our opinion:

(a) the financial report of Toyota Finance Australia Limited is in accordance with the Corporations
Act 2001, including;

(i)  giving a true and fair view of the consolidated entity's financial position as at 31 March
2016 and of its performance for the year ended on that date; and

(i) complying with Australian Accounting Standards and the Corporations Regulations
2001.

(b) the financial report and notes also comply with International Financial Reporting Standards as
disclosed in Note 2.
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PricewaterhouseCoopers

Joe Sheeran Sydney
Partner 30 May 2016



3. Responsibility Statement
The directors of TFA confirm that to the best adittknowledge:

(a) the financial statements and notes set ottanAnnual Financial Report, have
been prepared in accordance the Australian Accogintstandards and
Interpretations issued by the Australian Account8tgndards Board as well as
the Australian Corporations Act 2001. The Aus#naliAccounting Standards
incorporate International Financial Reporting Stadd and interpretations
issued by the International Accounting Standardar8oand give a true and fair
view of the assets, liabilities, financial positiand profit or loss of TFA and the
Group taken as a whole as at 31 March 2016 anhéoyear ended on that date;

(b) there are reasonable grounds to believe that Wil be able to pay its debts as
and when they become due and payable; and

() the management report set out on pages 1 tmc@4des a fair review of the
development and performance of the business angdsition of TFA and the
Group taken as a whole, together with a descrippibthe principal risks and
uncertainties that they face.
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