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Octoher 27, 2003 [5MI St Westarm Avenue
PO Rox 2916

Tarrinor, CA SOR0L-Z016

Mr, Fabrice Demarigny (3107 4ER-1H 10

Secretary General

Committee of European Secunties Regulators
[1-13 Avenue de Friedland

Paris, France 75008

Dear Mr, Demarigny,

Thank you for taking the tme recently to meet us and to discuss our prineipal
eoncerns 1 relation to the proposed implementing measures under the Prospectus
Dircetive, While we sbongly support the objective of the Prospectus Dicetive To
aehicve a harmomsed and efficient Buropean capital market which provides an
appropriate level of mvestor protection, we continue to have sigmificant concerns on
the praposed regquirements on the provision of financial mtormaton.

By way of backeround, Toyvota Motor Credit Corporation (“TMCC™) 1s an indirectly
wholly-owned subsidiary of Tovota Mator Corporation (TMC™), the world’s third
bargest automaker. TMOC provides retml and wholesale financing, retaul leasing and
gertain other linancial products and services o vebiele and industnal equaipment
dealers in the VLS, and is an active ssuer o the global markets, meluding Earope.
TMCOC is a AAA rated issuer

Deflinttion of Equivalence

T'he requirements 1n relation to financial information remain unclear. Although CESR
has published a consultation paper on financial information (CESR/03-210b), which
aives some detail on the requirements which will apply. the essential question ol whal
constitutes “equivalent” financial information has not been addressed. Until this
question 1s addressed appropriately and some real guidance or confirmation that ULS.
Generally  Accepted  Accounting Principles ("US GAAPY) will be treated as
“cguivalent™ we are left i a siate of uncenamnty as to the requirements which will
apply:

Planning for Future Funding

It is vital that the question of “equivalent” financial information 15 addressed as a
matter of prionty, Although member states will not be required to implement the
Directive until 18 months after uts date of publication in the Official Journal, we are
currently planning our capital raising acuvity for 2003 and beyond. and therefore need
1o understand what the future requirements will be. It 1s important therefore that this
issue 1z resolved in the near future. We recognise that the precise mechanism for
determining what is equivalent inancial information may be difficult to formulate ma
short timeframe but, at the verv least, conlirmation should be forthcoming to the
effect that US GAAP which has been recopnised in the EU markets for many years
will continue 10 be accepted under the Prospectus Directive.
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Cost and Practicality of Complyving with [AS

Any reguirement to reconcile or restate US GAAP aceounts to Internativnl
Accounting Standards ("IAS”) principles and to then apply auditing requirements Lo
IAS standards will significantly increase the costs of sswing in the EU for TMOC.
Based on an imternal analysis (but after discussions with external accounting firms),
we estimate that the cost of an initial reconciliation or restatement exercise would be
approximately US$3-5 million and on-going compliance costs (including additional
staff and information systems) would be approximately US$1-3 million.  These
addinonal costs would sigmificantly offset the current savings generated by 1ssuing in
the EU and accordingly we may  be reluctant to incur these costs, The additional
time and effont which weould be required o restate or recongile our aceounts are also
relevant lactors, Our accounting function s already stretched duc oo morcasel
compliance requirements =et lorth by Sarbanes Oxley and it s questionable as 1w
whether sullicien resources wall be avinlable o comply wath an TAS repoating
reguircment

We would note that the impact 15 not hmted to IMCOUC. As two of our parent
companies, Toyota Fianeial Services Corporation and TMC, currently provide credit
support 1o issues by TMOC, these companmies would also be required to include
(ancral mlormahon under the terms of the proposed Guarantor Building Blecle.
Unless LS GAAP 15 recopmsed ns equivalent, these compantes would also be
required (o restate or reeoncile therr Nnancial imformation which s currently prepared
1o US GAAP standards to TAS. This would multply the costs and eftort significantly
and may well make il completwely unceenomeal to continue 1ssuance in Europe,

It would be with enormoeus regret and, we believe. o the detniment of the market as a
whole that i as a resull of the current uncertainty. we would have to decide to
withdraw [rom the EUl market. We are one of 2 limiuted number of “AAAT rated
corporate Issuers i the market and have a US516 billion euro medium-term note
program listed in London which is renewed annually and has recently been mereased
to US$20 billion. We have a long-standing relationship with investors and bankers n
Hurope in terms of fund-raising, in addition w the Toyola group position in Europe as
an important manufactuning investor, and we would like W contunue W be active in the
EU) market.

In any event, IAS has not vet been finalised We understand that there are 33
statements due to be published by 2004, As the requirements of TAS are not yot
certain, a requirement that accounts be restated or reconciled o TAS puts undue
pressure on non-CU issuers. Although the main requirements of the Prospectus
Direcuve will not apply unul 2005, the requirement 1o include at least two years
comparative data as suggested by CESR mcans that the systems would need to be in
place in 2003, This timetable is simply not reslistic. Even il TMCC did take the view
that it should follow 1AS, 11t would take | to 2 vears 0 pul appropniate syslems m
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place alter the fimalisation of TAS. {fiven the requirement for comparative dala,
TWMOC would be loreed out of the market fora peniod of at Teast 3 years

FASB’s International Activities and [ASB Convergence

Bath TAS and US GAAP can be expected 10 converge as the Financial Accounting
Standards Board (“FASBT) and the Intemational Accounting Standards  Board
(“TASB™) contmue 10 work diligently towards iternational  convergence. Any
requircment to reconeile o restate LS GAAP financial information to TAS standards
i the imenm period woald therefore be a emporary measure. A more sensible

approach at feast would be o awat the outcome of the convergence exercise,
Acceptimee of LIS GAAP

We do not believe that there should be a requirement o reconeile or restate US GAAD
accounts to IAS. US GAAP has been accepted in the EU for many vears and il s
unclear to us why this may now change. US GAAP is an internationally recognised
standard of mgh repute and has achieved worldwide acceptance. We are not aware of
any other jurisdiction which requires a reconciliation or restatement exercise [rom US
GAAP (for example. Japan accepts US GAAP and, indeed, TMC, a Japanese
incorporated company has uself adopted US GAAP)  US GAATD represents a
ditferent approach (but not a lower standard) 1o [AS,

Investors in the EU understand US GAAP as it has been used in the market lor a
number of years. Many investors prefer financial information prepared o US GAAP
standards where. for example, they are comparing information to other US issuers and
competitors, A requirement for [AS may therefore be detrimental to investors in
sonne cases. Furthermore, investors, including retail investors, will be disadvantaged if
issuers such as TMCC were to withdraw from the EU market because of the costs of
issuing here. This would deprive investors of the ability to invest in high quality AAA
notes, would limit therr ability to access a diverse range of such investments and may
lead them to invest in lower quality instruments. This would deprive the market of its
depth and liguidity and may merease the cost of funding for EL issuers and,
accordingly, be contrary to the objectives in the Prospectus Directive.

The issue of acceptance of US GAAP m the EU should nol be vused as a pelitical
“foothall™ 1o advance the debate with the US on mutual recognition. The issue of
cgquivalent financial information is too important to the EU market to be dealt with in
such a manner, The focus should be on adopting the rnight approach. The
comseguences ol exchuding non-EU issuers such as TMCC will be serious and far-
reaching for the ELT markel.
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Conclusion

For the reasons stated above, it is vital that non-ELD ssuers whe cummently prepare
therr aceounts and audi to 175 GAAP standards are goven a Do indication in the near
future that US GAAP will eontinue to be acceptable for listings amd odTees in the EUL
The guestion needs o Be addressed now, even i the detml is Tortheoming. al o Later
dale, W enable issuers W plan appropraiely. A positive statement in the very near
fulure by CESR and/or the Commission will avoud potential damage o the EU capital
market i issuers are [oreed by uncertainly o migrate o other capital markets. We
would therefore urge CESR and/or the Commission to address the question as a
matter of urgency.

Smeerely,
Lt -4

Maura Mizuguchi
National Manager and Treasury Controller

: R
Marcia Morita
Treasury Manager
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