
 
Final 

(Translation - For Reference Purposes Only) 

 

 

THE DEFINITIVE TERMS OF THE TRANSACTION DESCRIBED HEREIN ARE SET OUT IN THE FINAL 

JAPANESE LANGUAGE VERSION OF THIS INFORMATION MEMORANDUM.  RECIPIENTS OF THIS 

ENGLISH LANGUAGE INFORMATION MEMORANDUM ARE REMINDED THAT ONLY THE FINAL 

JAPANESE LANGUAGE INFORMATION MEMORANDUM IS THE DOCUMENT EVIDENCING THE TRUST 

BENEFICIAL INTERESTS AND ASSET BACKED LOANS TO THE SECOND TRUST IN FINAL FORM. 

THIS ENGLISH TRANSLATION IS FOR THE SOLE PURPOSE OF FACILITATING UNDERSTANDING ONLY, 

AND SHALL NOT HAVE ANY BINDING EFFECT. 

IF ANY INCONSISTENCY EXISTS BETWEEN THIS ENGLISH TRANSLATION AND THE JAPANESE 

LANGUAGE INFORMATION MEMORANDUM, THE JAPANESE LANGUAGE INFORMATION 

MEMORANDUM SHALL PREVAIL. 

 

  

 

DRIVER JAPAN SIX 

TRUST BENEFICIAL INTERESTS OF THE SECOND TRUST 

AND 

ASSET BACKED LOANS TO THE SECOND TRUST 

 

INFORMATION MEMORANDUM 

February 23, 2017 

 

SHINSEI SECURITIES CO., LTD. 

（Registration Number of Money Lender: Governor of Tokyo (5) 27473） 

BNP PARIBAS SECURITIES (JAPAN) LIMITED  

（Registration Number of Money Lender: Governor of Tokyo (2) 31372）  



 

 

2 

 

 

 

Note To Investors 

 

 

The trust beneficial interests (the “TBI” or the “Beneficial Interests of the Second 

Trust”) backed by the loan receivables of the asset-backed loan (the “Asset Backed 

Loan to the First Trust”) entrusted by Shinsei Securities Co., Ltd. (“SSEC”) as trustor 

and the initial beneficiary, to Deutsche Trust Company Limited Japan (“Deutsche”), in 

its capacity as Trustee of the Second Trust under the Second Trust Agreement, will be 

sold to investors by SSEC and BNP Paribas Securities (Japan) Limited (“BNPP”), as 

underwriter of the Beneficial Interest of the Second Trust (SSEC and BNPP hereinafter 

collectively referred to as the “Arrangers”). 

 

The Asset Backed Loans to the Second Trust are loans to be provided by lenders (“ABL 

Lenders to the Second Trust”) to the Trustee of the Second Trust pursuant to the Asset 

Backed Loan Agreements to the Second Trust. 

 

Please note that no filing has been made in respect of the solicitation for offering to 

purchase the TBI pursuant to Paragraph 1 of Article 4 of the Financial Instruments 

and Exchange Act (Law No. 25 of 1948, as amended, the “Financial Instruments and 

Exchange Act”), since they fall under Article 3 of the Financial Instruments and 

Exchange Act. 

 

This Information Memorandum is neither a prospectus under Article 13, nor a 

document to be delivered prior to the execution of a contract under Article 37-3, of the 

Financial Instruments and Exchange Act, nor is it a document to be delivered upon the 

execution of a contract under the Money Lending Business Act (Law No. 32 of 1983, as 

amended). 

 

The holders of the TBI are prohibited from assigning, pledging or creating any other 

security interest over the TBI without the prior written approval of the Trustee of the 

Second Trust.  When a holder of the TBI assigns the TBI and requests the approval of 

the Trustee of the Second Trust in connection with such assignment, it will cause the 

assignee thereof to submit a document to the Trustee of the Second Trust in which the 

assignee agrees to the covenants and the assumption of all of the obligations of the 

beneficiaries and certain limitations of the TBI under the Second Trust Agreement, 

including, but not limited to, the non-petition covenant under the Second Trust 

Agreement.  For more details, see Part 1 (Information about the TBI and Asset Backed 

Loans to the Second Trust), III (Matters Concerning the TBI and the Asset Backed 

Loans to the Second Trust), item 3 (Other Matters Regarding the TBI and Asset 

Backed Loans to the Second Trust). 

 

The ABL Lenders to the Second Trust are prohibited from assigning, pledging or 

creating any other security interest over Asset Backed Loans to the Second Trust 

without the prior written approval of the Trustee of the Second Trust.  When an ABL 

Lender assigns Asset Backed Loans to the Second Trust and requests the approval of 

the Trustee of the Second Trust in connection with such assignment, it will cause the 

assignee thereof to submit a document to the Trustee of the Second Trust in which the 

assignee agrees to the covenants and certain limitations of the Asset Backed Loans to 

the Second Trust under the Asset Backed Loan Agreements to the Second Trust, 

including, but not limited to, the non-petition covenant under the Asset Backed Loan 

Agreements to the Second Trust and the limited pool of assets to which recourse can be 

made.  For more details, see Part 1 (Information about the TBI and Asset Backed 

Loans to the Second Trust), III (Matters Concerning the TBI and the Asset Backed 
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Loans to the Second Trust), item 3 (Other Matters Regarding the TBI and Asset 

Backed Loans to the Second Trust). 

 

The payment of principal of the TBI and the Asset Backed Loans to the Second Trust 

will not be insured or guaranteed by any person or entity and there is a risk that the 

holders of the TBI and the ABL Lenders to the Second Trust may suffer a loss of 

principal due to the insolvency or other deterioration of financial condition of the 

Obligors or for other reasons.  In addition, the market value of the TBI and the Asset 

Backed Loans to the Second Trust will be subject to fluctuations due to changes in the 

interest rate or the value of the Asset Backed Loan to the First Trust, etc., and such 

fluctuations may cause a loss to the holders of the TBI and the ABL Lenders to the 

Second Trust.  Please consider and make your own investment decision on whether or 

not to purchase the TBI or lend the Asset Backed Loans to the Second Trust after fully 

reviewing this Information Memorandum, consulting with your legal and financial 

advisors, if necessary, and with sufficient knowledge and experience, understanding the 

characteristics, risks, etc. of the TBI and the Asset Backed Loans to the Second Trust.  

With respect to the risks associated with the TBI and the Asset Backed Loans to the 

Second Trust, please carefully review Part 1 (Information about the TBI and Asset 

Backed Loans to the Second Trust), III (Matters Concerning the TBI and the Asset 

Backed Loans to the Second Trust), item 4 (Factors Which Could Have a Material 

Effect on the Redemption of Principal and Distribution of Dividends on the TBI and 

the Repayment of Principal and Payment of Interest on the Asset Backed Loans to the 

Second Trust). 

 

This Information Memorandum abridges and summarizes the provisions of the Second 

Trust Agreement, the Asset Backed Loan Agreements to the Second Trust and other 

Transaction Documents.  In considering whether to purchase the TBI or lend the Asset 

Backed Loans to the Second Trust, please also refer to the relevant Transaction 

Documents. 

 

To the extent that Arrangers make a market in the TBI and the Asset Backed Loans to 

the Second Trust (which they are under no obligation to do), they would expect to 

receive income from the spreads between their respective bid and offer prices for those 

products.  The price at which the Arrangers may be willing to purchase those products, 

if they make a market, will depend on market conditions and other relevant factors and 

may be significantly lower than the issue price or face value of such products and 

significantly lower than the price at which they may be willing to sell those products. 

 

If the Arrangers become holders of any of those products, through market-making 

activity or otherwise, any actions that they take in their capacity as beneficiary or 

lender, including voting and/or provision of consents, will not necessarily be aligned 

with the interests of other beneficiaries of the TBI or lenders of the Asset Backed Loans 

to the Second Trust. 

 

The Arrangers are acting as joint lead arrangers for this transaction.  Subject to the 

terms and conditions set forth in the Arrangement Agreement between VWFSJ and the 

Arrangers, the Arrangers will receive an arrangement fee from VWFSJ.  In addition to 

the above fees, fees and expenses such as legal fees, trustee fees, rating agency fees, 

servicing fees etc. will be paid in relation to this transaction. Furthermore, Shinsei 

Bank Limited, the parent company of SSEC, which is one of the Arrangers, may be a 

holder of the TBI or an ABL Lender to the Second Trust; provided, however, SSEC will 

provide the same information and any other functions to all investors including Shinsei 

Bank Limited, as part of the duties and the responsibilities of the Arrangers. 

 

The Arrangers expect they will derive various ancillary benefits from this transaction, 
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and their incentives may not be aligned with those of the ABL Lenders to the Second 

Trust or the purchasers under the Trust Beneficial Interest Sale and Purchase 

Agreements.  In particular, the Arrangers expect that a completed transaction will 

enhance their ability to assist clients and counterparties in the transaction and in other 

transactions.  The Arrangers expect to derive fees and other revenues from these 

transactions.  In addition, participating in a successful transaction and providing 

related services to clients may enhance the Arrangers’ relationships with various 

parties, facilitate additional business development, and enable the Arrangers to obtain 

additional business and generate additional revenue.  The Arrangers also expect to 

benefit from a completed transaction because the transaction may establish a market 

precedent, thus enhancing the Arrangers’ ability to conduct similar transactions in the 

future, and provide a valuation data point for similar products. 

 

The Arrangers have entered into a Basic Contract for the Implementation of Dispute 

Resolution Procedures with the Financial Instruments Mediation Assistance Center 

(“FINMAC”), a Designated Dispute Resolution Organization, regarding Specified Type 

I Financial Instruments Business as prescribed in Paragraph 2 of Article 156-38 of the 

Financial Instruments and Exchange Act. In addition, the Arrangers have arranged for 

complaints to be settled by the complaint resolution procedures of FINMAC, and 

disputes to be resolved by the mediation procedures of FINMAC for Specified Type II 

Financial Instruments Business as prescribed in Paragraph 3 of the said article.  If you 

are to utilize FINMAC for any complaints or disputes in relation to this transaction, 

please contact FINMAC (Tel: 0120-64-5005). 

 

If any regulatory authority or any other authorized governmental agency requires the 

Trustee of the Second Trust to report the transfer price of the TBI or the Asset Backed 

Loans to the Second Trust, or the method of payment thereof, the holders of the TBI or 

the ABL Lenders to the Second Trust will, upon request from the Trustee of the Second 

Trust, promptly provide the necessary report or relevant information to the Trustee of 

the Second Trust. 

 

The Second Trust Agreement, the Asset Backed Loan Agreements to the Second Trust 

and all other Transaction Documents will be construed under and governed by the laws 

of Japan. 

 

Capitalized terms which are not otherwise defined in the body of this Document are 

defined in Part 4 (Definitions). 
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(1) Outline of the Structure 

 

(a) Under the First Trust Agreement, to be entered into by and between Volkswagen Financial 

Services Japan Ltd. (“VWFSJ”) as Trustor of the First Trust, and Deutsche, as Trustee of 

the First Trust, on February 23, 2017, VWFSJ will entrust Auto Loan Receivables to the 

Trustee of the First Trust on the Trust Commencement Date.  After that entrustment and by 

the Drawdown Date, VWFSJ and the Trustee of the First Trust will perfect that entrustment 

against third parties by registering the entrustment of the Auto Loan Receivables in 

accordance with the Perfection Act. VWFSJ will also entrust the Initial Cash Collateral 

Amount to the Trustee of the First Trust on the Cash Entrustment Date. 

 

(b) The First Trustee will issue the Senior Beneficial Interests and the Subordinated Beneficial 

Interests under the First Trust Agreement and VWFSJ will be the initial beneficiary of those 

Beneficial Interests. 

 

(c) The Trustee of the First Trust will enter into the Asset Backed Loan Agreement to the First 

Trust with SSEC on February 23, 2017, and will borrow money thereunder on February 27, 

2017 and on the same date redeem the Senior Beneficial Interests to be created by the 

entrustment of the Auto Loan Receivables on the Trust Commencement Date with the funds 

made available thereby. 

 

(d) SSEC and Deutsche, as Trustee of the Second Trust, will enter into the Second Trust 

Agreement on February 23, 2017, and SSEC will entrust the Loan Receivables under the 

Asset Backed Loan Agreement to the First Trust to the Trustee of the Second Trust on the 

Trust Commencement Date of the Second Trust and such entrustment will be promptly 

perfected by the approval of the Trustee of the First Trust as borrower of the Asset Backed 

Loan to the First Trust with a certified and notarized date stamp (kakutei hizuke). 

 

(e) The Trustee of the Second Trust, in accordance with the instruction of the Initial Beneficiary 

of the Second Trust, will enter into the Asset Backed Loan Agreements to the Second Trust 

with the ABL Lenders to the Second Trust on February 23, 2017, and will borrow money 

thereunder on February 27, 2017 (the “Closing Date”) and on the same date redeem the 

Beneficial Interests of the Second Trust with the funds made available thereby up to the 

equivalent amount of the proceeds from the Asset Backed Loans to the Second Trust. 

 

(f) After the partial redemption of the Beneficial Interests of the Second Trust described in (e) 

above, SSEC, as Initial Beneficiary of the Second Trust, will assign and transfer its 

remaining Beneficial Interests of the Second Trust under (i) Trust Beneficial Interest Sale 

and Purchase Agreement to be entered into by and between SSEC and BNPP as underwriter 

of the Beneficial Interests of the Second Trust, and (ii) Trust Beneficial Interest Sale and 

Purchase Agreements to be entered into by and between SSEC and certain purchasers, and 

such assignment and transfer will be perfected by obtaining a certified and notarized date 

stamp (kakutei hizuke) on the written approval of the Trustee of the Second Trust. Following 

assignment and transfer of Beneficial Interests of the Second Trust under Trust Beneficial 

Interest Sale and Purchase Agreement from SSEC to BNPP, BNPP will assign and transfer 

such Beneficial Interests of the Second Trust under Trust Beneficial Interest Sale and 

Purchase Agreements to be entered into by and between BNPP and certain purchasers and 

such assignment and transfer will be perfected by obtaining a certified and notarized date 

stamp (kakutei hizuke) on the written approval of the Trustee of the Second Trust.  

 

(g) VWFSJ and the Trustee of the First Trust will enter into the Servicing Agreement on 

February 23, 2017.  Under the terms of the Servicing Agreement, the collection of the Auto 

Loan Receivables from the Obligors will be delegated to VWFSJ, who will conduct such 
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business on behalf of the Trustee of the First Trust.  VWFSJ and the Trustee of the First 

Trust will enter into the Sub-Servicing Agreements with each of JACCS Co., Ltd. 

(“JACCS”) and Cedyna Financial Corporation (“Cedyna”).  Under the terms of the 

respective Sub-Servicing Agreements, a certain part of the business delegated to VWFSJ 

under the Servicing Agreement will be sub-delegated to JACCS and Cedyna. 

 

(h) On any Additional Entrustment Date, subject to no Early Amortization Event having 

occurred and certain other conditions, Additional Auto Loan Receivables will be entrusted to 

the Trustee of the First Trust, and following the entrustment thereof, VWFSJ and the Trustee 

of the First Trust will perfect that entrustment against third parties by registering the 

assignment of claims in accordance with the Perfection Act.  The Senior Beneficial Interests 

to be created by the entrustment of Additional Auto Loan Receivables will be redeemed 

during the Revolving Period. 

 

(2) Summary of Credit Enhancement 

 

Credit Enhancement by the Subordinated Beneficial Interests.  

 

The Initial Senior Beneficial Interests and the Initial Subordinated Beneficial Interest will be 

created with respect to the entrustment of the Initial Auto Loan Receivables.  In addition, 

Additional Senior Beneficial Interests and Additional Subordinated Beneficial Interests will be 

created with respect to the entrustment of Additional Auto Loan Receivables.  All Additional 

Subordinated Beneficial Interests will be integrated into the Subordinated Beneficial Interests 

held by the Subordinated Beneficiary upon the creation thereof.  The Subordinated Beneficial 

Interests will be held by VWFSJ throughout the Trust Period. 

 

The aggregate Discounted Principal Balance of the Initial Auto Loan Receivables as of the 

Preliminary Initial Cut-off Date was sixty four billion one hundred seventy one million seven 

hundred six thousand four hundred seventy two (64,171,706,472) yen.  The amount of the initial 

senior principal balance (the “Initial Senior Principal Balance”) is sixty billion 

(60,000,000,000) yen (such amount being less than or equal to the product of the Senior TBI Rate 

and the aggregate Discounted Principal Balance of the Initial Auto Loan Receivables as of the 

Initial Cut-off Date) and the amount of the Initial Subordinated Beneficial Interest is the 

aggregate Discounted Principal Balance of the Initial Auto Loan Receivables as of the Initial Cut-

off Date minus the Initial Senior Principal Balance. The principal amount of Initial Subordinated 

Beneficial Interest will be increased by the entrustment of the Initial Cash Collateral Amount on 

the Cash Entrustment Date. 

 

The amount of any Additional Senior Beneficial Interest will be the lesser of (i) the product of the 

Senior TBI Rate and the aggregate Discounted Principal Balance of such Additional Auto Loan 

Receivables as of the Additional Cut-off Date and (ii) the Available Distribution Amount less any 

amount to be calculated on the Trust Calculation Date, which is the same date of the Additional 

Entrustment Date, and distributed on the First Trust Payment Date immediately after such Trust 

Calculation Date in accordance with Part II (Information Regarding the Trust Assets), I 

(Summary of Trust Assets), 4. (Management of the Trust Assets), (2) (Management, investment 

and disposition of the Trust Assets), (d) (Management of cash in the Trust Assets), (iii) 

Distribution of the Trust Assets during the Trust Period, A. (The First Trust), from (a) to (g) 

below.  The principal amount of any Additional Subordinated Beneficial Interest will be equal to 

the aggregate Discounted Principal Balance of such Additional Auto Loan Receivables as of the 

Additional Cut-off Date minus the amount of the relevant Additional Senior Beneficial Interest, 

plus any amount, if any, on the Trust Calculation Date, which is the same date of the relevant 

Additional Entrustment Date credited to the Cash Collateral Ledger and carried over on the 

immediately preceding Trust Calculation Date. 
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The First Trust Agreement provides that during the Trust Period, the Available Distribution 

Amount will be distributed, after payment of the expenses of the First Trust, including taxes and 

public charges, Fees for the Trustee of the First Trust and Servicer and the Costs of Second Trust, 

towards the payment of interest on the Asset Backed Loan to the First Trust, and upon the 

expiration of the Revolving Period but prior to the occurrence of the Early Amortization Event, 

the payment of the Asset Backed Loan Principal Payment Amount.  Payments to the 

Subordinated Beneficiary of the Subordinated Beneficial Principal Payment Amount prior to the 

occurrence of an Early Amortization Event will only be made after all other distributions have 

been made.  After the occurrence of an Early Amortization Event, the amount equivalent to the 

remaining principal balance owing under the Asset Backed Loan Agreement to the First Trust 

will be paid in accordance with the First Trust Agreement.  In such case, payments of the 

principal of and dividend on the Subordinate Beneficial Interest to the Subordinated Beneficiary 

will only be made after all other distributions have been made and when any amounts still remain 

in the Trust Collection Ledger after such distributions.   

 

The First Trust Agreement also provides that any Uncollectable Auto Loan Receivables may be 

distributed to the Subordinated Beneficiary as a distribution in kind, only if an Early Amortization 

Event does not occur.  In such case, the Subordinated Principal Balance will be reduced by an 

amount equal to the Discounted Principal Balance of such Uncollectable Auto Loan Receivables 

distributed in kind. 

 

Credit Enhancement through Overcollateralization 

 

The Overcollateralization to be set will be equal to the Asset Backed Loan Overcollateralization 

Amount.  The Asset Backed Loan Overcollateralization Amount means, on each First Trust 

Payment Date, the greater of (a) the Asset Backed Loan Overcollateralization Percentage 

multiplied by the aggregate of the Discounted Principal Balance of the Auto Loan Receivables 

outstanding as of the end of the immediately preceding Monthly Period (with fractions less than 

one (1) yen to be rounded up) and (b) four hundred seventeen million one hundred seventy 

thousand six hundred forty eight (417,170,648) yen.  

 

The Asset Backed Loan Overcollateralization Percentage will initially be set as follows: 

 

●  during the Revolving Period, 8.5%; and 

 

● following the expiration of the Revolving Period, 11.5%, 

 

provided, however, that if any level of Credit Enhancement Increase Condition occurs, the 

following will apply: 

 

If the Cumulative Gross Loss Ratio exceeds (i) 0.5% as of any Trust Calculation Date falling in 

or prior to August 2017, (ii) 0.8% as of any Trust Calculation Date falling between September 

2017 and May 2018 (inclusive) or (iii) 1.15% as of any Trust Calculation Date falling between 

June 2018 and February 2019 (inclusive), a Level 1 Credit Enhancement Increase Condition will 

be deemed to be in effect.  If a Level 1 Credit Enhancement Increase Condition is in effect, the 

Asset Backed Loan Overcollateralization Percentage will be 17%. 

 

If the Cumulative Gross Loss Ratio exceeds 1.6% as of any Trust Calculation Date, a Level 2 

Credit Enhancement Increase Condition will be deemed to be in effect.  If a Level 2 Credit 

Enhancement Increase Condition is in effect, the Asset Backed Loan Overcollateralization 

Percentage will be 100%. 

 

The highest applicable Asset Backed Loan Overcollateralization Percentage will apply at all 

times. 

 



 

 

11 

 

2. Related Parties 

 

(a) Trustor of the First Trust, Servicer: 

 

Volkswagen Financial Services Japan Ltd. 

 

(b) Trustee of the First Trust, borrower of the Asset Backed Loan to the First Trust, Trustee of 

the Second Trust and borrower of the Asset Backed Loans to the Second Trust: 

 

Deutsche Trust Company Limited Japan 

 

(c) Lender of the Asset Backed Loan to the First Trust, Trustor of the Second Trust, and Initial 

Beneficiary of the Second Trust: 

 

Shinsei Securities Co., Ltd. 

 

(d) Guarantors and Sub-Servicers: 

 

JACCS Co., Ltd. and Cedyna Financial Corporation 

 

(e) Rating Agencies: 

 

Moody’s SF Japan Kabushiki Kaisha, Fitch Ratings Japan Limited and Rating and 

Investment Information, Inc.  

 

(f) Examiner of the Auto Loan Receivables: 

 

Tokyo Kyodo Accounting Office 

 

(g) Sellers of the Beneficial Interests of the Second Trust 

 

Shinsei Securities Co., Ltd. and BNP Paribas Securities (Japan) Limited (the underwriter of 

the Beneficial Interests of the Second Trust to be sold by SSEC)  

 

3. Name and Type of TBI and Status of TBI and Asset Backed Loans to the Second Trust 

(1) Name of TBI : 

 

Driver Japan six Trust Beneficial Interests 

 

(2) Type of TBI 

 

Trust beneficial interest, as provided in Item 1, Paragraph 2 of Article 2 of the Financial 

Instruments and Exchange Act, which is not a certificate of beneficial interest as provided in 

Article 185 of the Trust Act or Item 14, Paragraph 1 of Article 2 of the Financial Instruments 

and Exchange Act. 

 

(3) Status of TBI and Asset Backed Loans to the Second Trust 

 

Each TBI will have the same priority, interests and rights among themselves and the Asset 

Backed Loans to the Second Trust with respect to the priority of payment without having 

any priority or subordination over each other with respect to the distribution of the dividend 

on and redemption of the principal of the Beneficial Interests of the Second Trust or 

payment of the interest on and principal of the Asset Backed Loans to the Second Trust. 
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The ABL Lenders to the Second Trust will have recourse only to the Trust Assets of the 

Second Trust and will have no recourse against the Trustee of the Second Trust’s own assets 

as borrower under the Asset Backed Loans to the Second Trust. 

 

(4) Ratings 

 

The TBI and the Asset Backed Loans to the Second Trust are expected to be rated (i) Aaa(sf) 

by Moody’s SF Japan Kabushiki Kaisha, (ii) AAAsf by Fitch Ratings Japan Limited and (iii) 

AAA by Rating and Investment Information, Inc.  These ratings will be assigned to the TBI 

and the Asset Backed Loans to the Second Trust based on the assessment of the probability 

that there will be sufficient funds to pay dividends and interest on a timely basis and the full 

redemption and repayment of principal on or before the Second Trust Payment Date falling 

in June 2025.  A credit rating is not a recommendation to buy, sell or hold securities and may 

be subject to revision, suspension or withdrawal at any time by any one, two or all of the 

rating agencies.  A suspension, reduction or withdrawal of the rating assigned to the TBI and 

the Asset Backed Loans to the Second Trust may adversely affect the market price of the 

TBI and the Asset Backed Loans to the Second Trust. 

 

4. Summary of Principal Features of TBI and the Asset Backed Loans to the Second Trust 

 
Principal Features of the TBI 

Principal Features of the Asset 

Backed Loans to the Second 

Trust 

Nominal 

Amount 

Thirty nine billion two hundred million 

(39,200,000,000) yen 

Twenty billion eight hundred 

million (20,800,000,000) yen 

Scheduled 

Dividend / 

Interest Rate 

0.19% per annum 0.19% per annum 

Issue Price / 

Loan Amount 
100 per cent 100 per cent 

Scheduled 

Redemption / 

Repayment 

Date 

April 2021 April 2021 

Final 

Redemption / 

Repayment 

Date 

The Second Trust Payment Date in June 

2025 
The Second Trust Payment Date in 

June 2025 

Expected 

Ratings  

Aaa(sf) by Moody’s  

AAAsf by Fitch 

AAA by R&I 

Aaa(sf) by Moody’s 

AAAsf by Fitch 

AAA by R&I 

Form 

Trust beneficial interest, as provided in 

Item 1, Paragraph 2 of Article 2 of the 

Financial Instruments and Exchange 

Act, which is not a certificate of 

beneficial interest as provided in Article 

185 of the Trust Act or Item 14, 

Paragraph 1 of Article 2 of the Financial 

Instruments and Exchange Act. 

Asset Backed Loan 

Certified by 

True Sale 

International 

Certified by True Sale International 

GmbH 
Certified by True Sale 

International GmbH 
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II. Matters Concerning the Sale of the TBI and Lending of the Asset Backed Loans to the 

Second Trust   

1. Matters Concerning the Sale of the TBI  

(1) Unit price 

 

100 million yen per unit. 

 

(2) Aggregate amount of the TBI 

 

Thirty nine billion two hundred million (39,200,000,000) yen. 

 

(3) Issue price 

 

100% of the principal amount of the TBI. 

 

(4) Deadline for offer to purchase and method of offer to purchase 

 

The offer to purchase will be made by way of execution of a Trust Beneficial Interest Sale 

and Purchase Agreement with either SSEC or BNPP during the period from February 10, 

2017 to February 23, 2017. 

 

(5) Purchase Price payment date and method of payment 

 

On the Closing Date, the purchase price for the TBI (the “Purchase Price”) will be paid to 

SSEC or BNPP in accordance with the method set forth in the Trust Beneficial Interest Sale 

and Purchase Agreement. 

 

(6) Sales fee 

 

No sales fee will be charged. 

 

(7) Method of placement 

 

The TBI will be placed with less than 499 investors. 

 

2. Matters Concerning the Lending of the Asset Backed Loans to the Second Trust  

(1) Deadline of the lending and method of lending 

 

 On February 23, 2017, the offer to lend will be made by way of execution of an Asset 

Backed Loan Agreement to the Second Trust between the ABL Lender to the Second Trust 

and the Trustee of the Second Trust, as borrower. 

 

(2) Drawdown Date to the Second Trust and method of drawdown  

 

 The Asset Backed Loan to the Second Trust is to be made by the time specified in the Asset 

Backed Loan Agreement to the Second Trust on February 27, 2017, the Drawdown Date to 

the Second Trust, by remitting the loan amount specified in the Asset Backed Loan 

Agreement to the Second Trust to the Collection Account.  The expenses in relation to such 

remittance will be borne by the ABL Lenders to the Second Trust. 
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III. Matters Concerning the TBI and the Asset Backed Loans to the Second Trust 

1. Payment Date for Dividends and Interest 

(1) Payment Dates 

 

The payment of the dividend on the TBI and interest on the Asset Backed Loans to the 

Second Trust is to be made on the Second Trust Payment Date.  The initial Second Trust 

Payment Date will be March 28, 2017, and thereafter on the 28th day of each month and on 

the Trust Termination Date of the Second Trust; provided, however, that where such day is 

not a Business Day, payment will be made on the immediately following Business Day, 

unless such day falls in the next calendar month, in which case, the payment date will be the 

immediately preceding Business Day.   

 

(2) Scheduled dividend/interest rate 

 

0.19% per annum. 

 

(3) Calculation of Dividend and Interest 

 

The dividends payable in relation to the Beneficial Interests of the Second Trust and the 

interest on the Asset Backed Loans to the Second Trust on each Second Trust Payment Date 

will be paid in accordance with the following paragraph and Part II (Information Regarding 

the Trust Assets), I (Summary of Trust Assets), 4. (Management of the Trust Assets), (2) 

(Management, investment and disposition of the Trust Assets), (d) (Management of cash in 

the Trust Assets), (iii) (Distribution of the Trust Assets during the Trust Period, B. (The 

Second Trust) below, and the terms and conditions of the Asset Backed Loans to the Second 

Trust, as the case may be, to each of the Beneficiaries of the Second Trust and each of the 

ABL Lenders to the Second Trust in proportion to the Principal Balance of the Beneficial 

Interests of the Second Trust of each of the Beneficiaries of the Second Trust and the 

Principal Balance of the Asset Backed Loans to the Second Trust of each of the ABL 

Lenders to the Second Trust on the first day of the relevant Interest Calculation Period. 

 

The amount of the dividend and interest payable to each of the Beneficiaries of the Second 

Trust and the ABL Lenders to the Second Trust will be calculated based on the Principal 

Balance of the Beneficial Interests of the Second Trust of each of the Beneficiaries of the 

Second Trust and the Principal Balance of the Asset Backed Loans to the Second Trust of 

each of the ABL Lenders to the Second Trust as of the first day of the relevant Interest 

Calculation Period multiplied by the Applicable Interest Rate, on a per diem basis, 

calculated on the basis of a 360-day year consisting of 12 months of 30 days irrespective of 

actual number of days of a calendar month, wherein divisions will be done at the end of the 

calculation, and fractions of less than one yen will be rounded down. In order to calculate the 

amount of the dividend and interest payable for the first Interest Calculation Period, the 

Interest Calculation Period means the period from but excluding, the Drawdown Date to the 

Second Trust, to and including, the initial Second Trust Payment Date.  In the event that 

either the first or last Interest Calculation Period is longer or shorter than a full month, 

calculations with respect to such periods will be based on a full month, plus/minus such 

additional/fewer days. 

 

If all or any part of the dividend and interest payable to each of the Beneficiaries of the 

Second Trust and the ABL Lenders to the Second Trust is not paid on a Second Trust 

Payment Date due to a shortfall of cash in the Trust Assets of the Second Trust, such unpaid 

dividend and interest will be paid on the immediately following Second Trust Payment Date 

in accordance with the Second Trust Agreement and the Asset Backed Loan Agreements to 

the Second Trust.  
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2. Redemption of TBI and Repayment of Asset Backed Loans to the Second Trust  

 

(1) Redemption and Repayment Dates 

 

The same dates as the payment dates set forth in 1(1) (Payment Dates) above. 

 

(2) Redemption of the TBIs and Repayment of the Asset Backed Loans to the Second Trust 

 

During the Revolving Period, no principal of the Beneficial Interests of the Second Trust and 

the Asset Backed Loans to the Second Trust will be redeemed or repaid.  After the 

expiration of the Revolving Period, such aggregate amount of the principal of the Beneficial 

Interests of the Second Trust and the principal of the Asset Backed Loans to the Second 

Trust will be equal to any and all principal repayment of the Loan Receivables from the 

Trustee of the First Trust to the Trustee of the Second Trust in the relevant Trust Calculation 

Period will be, subject to the following paragraph and Part II (Information Regarding the 

Trust Assets), I (Summary of Trust Assets), 4. (Management of the Trust Assets), (2) 

(Management, investment and disposition of the Trust Assets), (d) (Management of cash in 

the Trust Assets), (iii) (Distribution of the Trust Assets during the Trust Period, B. (The 

Second Trust) below, and the terms and conditions of the Asset Backed Loans to the Second 

Trust, as the case may be, and will be redeemed or repaid to the Beneficiaries of the Second 

Trust and the ABL Lenders to the Second Trust in proportion to their respective principal 

amount on the first day of the relevant Interest Calculation Period. 

 

The amount of the redemption of principal of the Beneficial Interests of the Second Trust 

and the amount of the repayment of the principal of the Asset Backed Loans to the Second 

Trust to be distributed to each of the Beneficiaries of the Second Trust and the ABL Lenders 

to the Second Trust will be the amount equal to any and all principal repayment of the Loan 

Receivables from the Trustee of the First Trust to the Trustee of the Second Trust in the 

relevant Trust Calculation Period divided on a pro rata basis among the Beneficiaries of the 

Second Trust and the ABL Lenders to the Second Trust based on the Principal Balance of 

the Beneficial Interests of the Second Trust of each of the Beneficiaries of the Second Trust 

and the Principal Balance of the Asset Backed Loans to the Second Trust of each of the ABL 

Lenders to the Second Trust as of the first day of the relevant Interest Calculation Period and 

fractions less than one yen will be rounded down. 

 

With respect to the above paragraph, to the extent that there exists any fractional units of a 

yen resulting from the calculation of the principal amount payable to each of the 

Beneficiaries of the Second Trust and the ABL Lenders to the Second Trust, such fractional 

units of yen will be aggregated and one (1) yen will be additionally distributed to each of the 

Beneficiaries of the Second Trust and the ABL Lenders to the Second Trust in the following 

priority and manner: 

 

(x) subject to (y) and (z) below, to each Beneficiary of the Second Trust or each ABL 

Lender to the Second Trust in order of the greatest outstanding Principal Balance 

of the Beneficial Interests of the Second Trust or the Principal Balance of the 

Asset Backed Loans to the Second Trust; 

 

(y) provided, if the outstanding Principal Balance of the Beneficial Interests of the 

Second Trust and/or the Asset Backed Loans to the Second Trust, as the case may 

be, are the same, the Beneficiary of the Second Trust to whom the lower number 

allocated to the Beneficial Interests of the Second Trust or the ABL Lender to 

whom the lower number allocated to its Asset Backed Loan to the Second Trust 

has been assigned, as the case may be, will be paid first; and 
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(z) provided, if a Beneficiary of the Second Trust and a ABL Lender have the same 

outstanding Principal Balance and number as described in (x) and (y) above, the 

Beneficiary of the Second Trust will be paid first. 

 

Notwithstanding (x) to (z) above, the Trustee of the Second Trust may, but will not be 

obligated to, adopt or employ any other method of distribution with respect to fractional 

units of yen if it considers that such other method is more equitable to the Beneficiaries of 

the Second Trust and each ABL Lender to the Second Trust. 

 

During the Revolving Period, no principal in respect of the Asset Backed Loan to the First 

Trust will be repaid.  After the expiration of the Revolving Period but prior to the occurrence 

of an Early Amortization Event, to the extent available under the Available Distribution 

Amount and subject to Part II (Information Regarding the Trust Assets), I (Summary of 

Trust Assets), 4. (Management of the Trust Assets), (2) (Management, investment and 

disposition of the Trust Assets), (d) (Management of cash in the Trust Assets), (iii) 

(Distribution of the Trust Assets during the Trust Period), A. (The First Trust) below, and 

the terms and conditions of the Asset Backed Loan to the First Trust, as the case may be, the 

Asset Backed Loan Principal Payment Amount will be paid to the Trustee of the Second 

Trust as repayment thereof on each First Trust Payment Date. 

 

Following the occurrence of an Early Amortization Event, to the extent available under the 

Available Distribution Amount and subject to Part II (Information Regarding the Trust 

Assets), I (Summary if Trust Assets), 4. (Management of the Trust Assets), (2) 

(Management, investment and disposition of the Trust Assets), (d) (Management of cash in 

the Trust Assets), (iii) (Distribution of the Trust Assets during the Trust Period), A. (The 

First Trust) below, and the terms and conditions of the Asset Backed Loan to the First Trust, 

as the case may be, the Asset Backed Loan to the First Trust will be repaid in full. 

 

(3) Final Redemption/Repayment Date 

 

The Second Trust Payment Date in June 2025. 

 

(4) Expected Redemption/Repayment Amounts and Expected Weighted Average Life 

The Collections collected from the Trust Assets of the First Trust may not necessarily add up 

to the originally expected amount depending upon the status of early redemption and the 

occurrence of any default of Auto Loan Receivables that occurred during the relevant month.  

As for the TBIs and the Asset Backed Loans to the Second Trust, the actual principal 

redemption/repayment amount on each Second Trust Payment Date may vary depending 

upon the status of such Collections, which may result in the redemption/repayment amount, 

the redemption/repayment years and the weighted average life thereof being different from 

initial expectations.  It is hereby anticipated the redemption/repayment amount, the 

redemption/repayment years and the weighted average life of the TBIs and the Asset Backed 

Loans to the Second Trust, based upon the following assumptions, will be:  

Assumptions: 

 

(i) That no losses or delinquencies occur; and 

 

(ii) That the annual conditional prepayment rate is 10% and the Clean-Up Call is 

exercised. 

 

It should be noted that the actual amortization of the TBIs and the Asset Backed Loans to the 

Second Trust may differ substantially from the amortization scenario indicated below. 
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Expected Amortization 

      

10% CPR, 0% Gross Losses/Delinquencies, Clean-Up Call (10%) Exercised 

WAL: 2.4 years   

Period 

(Month-Year) 

Principal Amount Outstanding 

at Month End 
Amortization 

Mar-2017  60,000,000,000    - 

Apr-2017  60,000,000,000    - 

May-2017  60,000,000,000    - 

Jun-2017  60,000,000,000    - 

Jul-2017  60,000,000,000    - 

Aug-2017  60,000,000,000    - 

Sep-2017  60,000,000,000    - 

Oct-2017  60,000,000,000    - 

Nov-2017  60,000,000,000    - 

Dec-2017  60,000,000,000    - 

Jan-2018  60,000,000,000    - 

Feb-2018  60,000,000,000    - 

Mar-2018  57,615,753,456     2,384,246,544  

Apr-2018  54,803,260,596     2,812,492,861  

May-2018  52,675,813,078     2,127,447,518  

Jun-2018  50,434,262,639     2,241,550,439  

Jul-2018  47,670,218,698     2,764,043,941  

Aug-2018  45,140,279,601     2,529,939,097  

Sep-2018  43,195,685,159     1,944,594,442  

Oct-2018  41,251,688,153     1,943,997,006  

Nov-2018  39,609,368,985     1,642,319,168  

Dec-2018  37,933,244,124     1,676,124,861  

Jan-2019  35,523,496,116     2,409,748,008  

Feb-2019  33,730,946,327     1,792,549,789  

Mar-2019  31,991,252,230     1,739,694,097  

Apr-2019  29,885,929,706     2,105,322,524  

May-2019  28,322,468,252     1,563,461,454  

Jun-2019  26,667,480,932     1,654,987,320  

Jul-2019  24,642,276,412     2,025,204,520  

Aug-2019  22,901,397,491     1,740,878,922  

Sep-2019  21,342,330,353     1,559,067,137  

Oct-2019  19,550,398,794     1,791,931,559  

Nov-2019  18,148,167,867     1,402,230,928  

Dec-2019  16,513,874,076     1,634,293,790  
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Jan-2020  15,360,014,628     1,153,859,448  

Feb-2020  14,454,233,146     905,781,481  

Mar-2020  13,634,267,662     819,965,485  

Apr-2020  12,831,453,373     802,814,288  

May-2020  12,125,698,084     705,755,290  

Jun-2020  11,415,937,253     709,760,831  

Jul-2020  10,641,174,418     774,762,835  

Aug-2020  9,894,073,466     747,100,952  

Sep-2020  9,281,855,543     612,217,923  

Oct-2020  8,709,704,596     572,150,947  

Nov-2020  8,209,442,617     500,261,979  

Dec -2020  7,723,405,084     486,037,533  

Jan-2021  7,074,380,862     649,024,222  

Feb-2021  6,518,551,408     555,829,454  

Mar-2021  5,926,103,120     592,448,287  

Apr-2021 -  5,926,103,120  

 

(5) Weighted Average Life 

The weighted average life of the TBIs and the Asset Backed Loans to the Second Trust 

refers to the average amount of time that will elapse (on the basis of a 360-day year, a 30- 

day month, irrespective of actual number of days of a calendar month) from the date of issue 

of the TBIs and the Drawdown Date to the Second Trust to the date of redemption or 

repayment of the principal of the TBIs and the Asset Backed Loans to the Second Trust to 

the purchasers of the TBIs and the ABL Lenders to the Second Trust (assuming no gross 

losses or delinquencies).  The weighted average life of the TBIs and the Asset Backed Loans 

to the Second Trust will be influenced by, amongst other things, the rate at which the Auto 

Loan Receivables are paid, which may be in the form of scheduled amortisation, 

prepayments or liquidations.  

Expected Weighted Average Life and 

Expected Maturity   

    

0% Gross Losses/Delinquencies, Clean-Up Call 10%: Exercised 

    

 
Beneficial Interest of the Second Trust 

 Asset Backed Loans to the Second Trust 

CPR Weighted Average Life 

First Principal 

Payment 

Month-Year 

Maturity 

Month-Year 

0% 2.55 yrs Mar-2018 July-2021 

5% 2.46 yrs Mar-2018 May-2021 

10% 2.38 yrs Mar-2018 April-2021 

15% 2.30 yrs Mar-2018 February-2021 

20% 2.24 yrs Mar-2018 January-2021 

25% 2.17 yrs Mar-2018 November-2020 

    

Assuming that the gross losses and delinquencies are 0% and the Clean-Up Call is 

exercised.   

The above figures are based on the pool cut as of the Initial Cut-off Date. 
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3. Other Matters Regarding the TBIs and the Asset Backed Loans to the Second Trust 

(1) Restriction of Assignment 

 

The holders of the TBI and the ABL Lenders to the Second Trust are prohibited from 

dividing, assigning, pledging or creating any other security interest over any of the TBI and 

the Asset Backed Loans to the Second Trust without the prior written approval of the Trustee 

of the Second Trust. The Trustee of the Second Trust will not unreasonably reject, withhold 

or delay such approval regarding the assignment of the TBI as long as the requirements 

under paragraph (2) below are satisfied.  

 

(2) Method of Assignment 

 

When a holder of the TBI or an ABL Lender to the Second Trust intends to assign its TBI 

or its Asset Backed Loan to the Second Trust, as the case may be, such person (in this 

Clause 3 (Other Matters Regarding the TBIs and the Asset Backed Loans to the Second 

Trust), the “Assignor”) will (i) notify the Trustee of the Second Trust of the trade name, 

address, etc. of the assignee and the scheduled date of such assignment by no later than 

seven (7) Business Days prior to the scheduled date of such assignment; provided, however, 

that if the Trustee of the Second Trust is required to conduct customer identification with 

regard to the assignee pursuant to Article 4 of the Act on Prevention of Transfer of Criminal 

Proceeds (Law No. 22 of 2007, as amended), the Assignor shall notify the Trustee of the 

Second Trust of such information as necessary for the customer identification within a 

period which will allow the Trustee of the Second Trust to complete the above customer 

identification before such assignment, (ii) subject to completion of the above-mentioned 

customer identification by the Trustee of the Second Trust, submit and will cause the 

assignee thereof to jointly submit (x) the Request for Approval of Assignment of the 

Beneficial Interest of the Second Trust and Approval Thereof (the “Request for Approval 

of Assignment of the Beneficial Interests of the Second Trust and Approval Thereof”) 

substantially in the form attached to the Second Trust Agreement or (y) the Request for 

Approval of Assignment of the Asset Backed Loans to the Second Trust and Approval 

Thereof (the “Request for Approval of Assignment of the Asset Backed Loan to the 

Second Trust and Approval Thereof”) substantially in the form attached to the Asset 

Backed Loan Agreement to the Second Trust, to the Trustee of the Second Trust by no later 

than three (3) Business Days prior to the scheduled date of such assignment and (iii) cause 

the assignee thereof to make certain representations and warranties and agree to the 

covenants with respect to (x) in the case of the assignment of the TBI, (a) the assumption of 

the obligations of the Beneficiaries of the Second Trust and certain limitations of the TBI 

under the Second Trust Agreement, including, but not limited to, the non-petition covenants 

and other agreements as provided in the Second Trust Agreement and (b) certain other 

limitations with respect to the assignment of the Beneficial Interests of the Second Trust as 

provided below, or (y) in the case of the assignment of the Asset Backed Loan to the 

Second Trust, (a) the certain limitations of the ABL Lender to the Second Trust under the 

Asset Backed Loan Agreements to the Second Trust, including, but not limited to, the non-

petition covenants and other agreements as provided in the Asset Backed Loan Agreements 

to the Second Trust and (b) certain other limitations with respect to the assignment of the 

Asset Backed Loans to the Second Trust as provided below.  Provided, however, that if  

assignment of the Beneficial Interests of the Second Trust is made (A) by the Initial 

Beneficiary of the Second Trust to its assignee (including the Underwriter) or (B) by the 

Underwriter to its assignee immediately after the assignment initially made by the Initial 

Beneficiary of the Second Trust to the Underwriter, the period of time required to give 

notice and submit documents to the Trustee of the Second Trust as set forth in (i) and (ii) 

above shall not apply.  In the case of the assignment of the TBI, the Trustee of the Second 

Trust will affix a seal of approval on the Request for Approval of Assignment of the 
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Beneficial Interests and Approval Thereof.  The assignee or the Assignor will obtain a 

certified and notarized date stamp (kakutei hizuke) on the Request for Approval of 

Assignment of the Beneficial Interests and Approval Thereof with a seal of approval affixed 

thereto.  In the case of the assignment of the Asset Backed Loan to the Second Trust, the 

Trustee of the Second Trust will affix a seal of approval on the Request for Approval of 

Assignment of the Asset Backed Loan to the Second Trust and Approval Thereof.  The 

assignee or the Assignor will obtain a certified and notarized date stamp (kakutei hizuke) on 

the Request for Approval of Assignment of the Asset Backed Loan to the Second Trust and 

Approval Thereof with a seal of approval affixed thereto. Provided, however, that the 

Trustee of the Second Trust will not approve the assignment of the TBI and the Asset 

Backed Loan to the Second Trust, if:  

 

(a) the scheduled date of such assignment falls during the period starting on the Business 

Day immediately following the Reporting Date to the Second Trust Payment Date; 

 

(b) it has not received a document with respect to the assignee’s agreement set forth in 

paragraph (2)(iii) above; 

 

(c) the assignee has any relationship with, is engaged with or otherwise falls under any of 

the categories included in the definition of, Anti-Social Forces and Anti-Social Forces 

Related Party and engages in any Anti-Social Conduct; 

 

(d) the assignee is (i) a U.S. Person (as defined in Regulation S under the U.S. Securities 

Act of 1933, as amended), (ii) a resident in the United States or (iii) a person acting for 

the account or benefit of a person described in (i) or (ii);  

 

(e) the assignee is not a specified investor (tokutei toushika) as defined under Paragraph 31 

of Article 2 of the Financial Instruments and Exchange Act; 

 

(f) in the event that the assignee is a foreign corporation, the foreign corporation does not 

satisfy conditions (i) and (ii) as described below or does not submit the documents set 

forth in (iii) below to the Trustee of the Second Trust;  

 

(g) in the case of an assignment of the TBI, as a result of the assignment of the TBI, the 

total number of Beneficiaries of the Second Trust exceeds 499 or the total number of 

units of the Beneficial Interests of the Second Trust exceeds 499; 

 

(h) in the case of an assignment of the Asset Backed Loan to the Second Trust, the 

performance by the assignee of its duties under the Asset Backed Loan Agreement to 

the Second Trust, infringes, violates, is contrary to, or constitutes a default under, any 

Applicable Law applicable to the assignee or all material consent, license, approval or 

authorization of any government authority required to be obtained by the assignee in 

connection with the performance of its duties under  the Asset Backed Loan Agreement 

to the Second Trust has not been obtained or is invalid and suspended; or 

 

(i) in the case of an assignment of the Asset Backed Loan to the Second Trust, as a result 

of the assignment of the Asset Backed Loan to the Second Trust, the value of each 

Asset Backed Loan to the Second Trust is less than one hundred million yen. 

 

If the assignee is a foreign corporation as described in (f) above, the Assignor will agree that 

the approval by the Trustee of the Second Trust to such assignment will not be given unless 

(i) the foreign corporation has a branch in Japan, (ii) such branch is exempted from Japanese 

withholding tax to the satisfaction of the Trustee of the Second Trust and (iii) the foreign 

corporation (x) presents its current certificate of exemption of withholding tax and submits a 

copy thereof to the Trustee of the Second Trust and other person who is deemed necessary 
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(by the Trustee of the Second Trust) and (y) delivers a document in form and substance 

satisfactory to the Trustee of the Second Trust containing an agreement by the foreign 

corporation to present a new certificate of exemption of withholding tax to and submit a 

copy thereof to the Trustee of the Second Trust and other person who is deemed necessary 

(by the Trustee of the Second Trust) when the effective period of the then current certificate 

of exemption of withholding tax expires.  If the Trustee of the Second Trust or the Trust 

Assets of the Second Trust suffer any damage as a result of the expiration of the effective 

period of such certificate or other matter nullifying the certificate attesting to the exemption 

of withholding tax, or any other reason, the Assignor or the foreign corporation which 

acquires the TBI or the Asset Backed Loan to the Second Trust will compensate the Trustee 

of the Second Trust or the Trust Assets of the Second Trust immediately for such damage. 

 

(3) Charges and Expenses  

 

All expenses incurred in connection with the assignment of the TBI and the Asset Backed 

Loan to the Second Trust will be jointly and severally borne by the Assignor and the 

assignee. 

 

(4) Restrictions on and Undertakings of the Beneficiaries of the Second Trust 

 

(a) No Beneficiary of the Second Trust will request to inspect or copy the documents 

relating to the Trustee of the Second Trust as provided in Paragraph 1 of Article 38 of 

the Trust Act, except where such inspection or copy of the documents relates to 

information which is necessary to prepare disclosure materials in relation to the status 

of the Trust Assets of the Second Trust set forth in Paragraph 2 of Article 37 of the 

Trust Act, any other important information relating to the Second Trust or any other 

information which is unlikely to have a materially adverse effect on the interests of any 

person other than the Beneficiaries of the Second Trust. 

 

(b) No Beneficiary of the Second Trust will request the disclosure of the matters specified 

in paragraph 1 of Article 39 of the Trust Act to the Trustee of the Second Trust, 

notwithstanding the provisions of Paragraphs 1 and 2 of Article 39 of the Trust Act. 

 

(c) Each Beneficiary of the Second Trust will agree not to exercise the following rights: 

 

(i) petition for the dismissal of the Trustee under Paragraph 1 of Article 58 of the 

Trust Act; 

 

(ii) petition for a court order for the modification of the Second Trust under Paragraph 

1 of Article 150 of the Trust Act; or 

 

(iii) petition for a court order for the termination of the Second Trust under Paragraph 1 

of Article 165 of the Trust Act.   

 

(d) No Beneficiary of the Second Trust will, in connection with the Trust Assets of the 

Second Trust, be entitled to petition for the commencement of proceedings for 

bankruptcy or other similar insolvency proceedings under the laws of Japan or any 

foreign law or cause a third party to petition or join or agree to any petition made by a 

third party, in any jurisdiction during the period starting on the Trust Commencement 

Date of the Second Trust and ending on the date which is one year and one day from 

the day on which the Beneficiaries of the Second Trust and the ABL Lenders to the 

Second Trust receive the payment of all money payable under the Beneficial Interests 

of the Second Trust and the Asset Backed Loan to the Second Trust.  No Beneficiaries 

of the Second Trust shall file a petition of attachment (sashiosae), provisional 

attachment (kari-sashiosae), other compulsory execution procedure or protective order 
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against the Trustee of the Second Trust's own proprietary assets and trust assets other 

than the Trust Assets of the Second Trust; provided, however, (i) this sentence shall not 

apply to the case where such petition against the Trustee of the Second Trust's own 

proprietary assets is based on any damage or losses of the Beneficiary of the Second 

Trust as a result of the negligence or wilful misconduct of the Trustee of the Second 

Trust and (ii) this paragraph (d) shall not apply to the case where the Trustee of the 

Second Trust shall be liable in accordance with the Second Trust Agreement. 

 

(5) Restrictions on and Undertakings of the ABL Lenders to the Second Trust 

 

With regard to the obligations of the Trustee of the Second Trust owed to the ABL Lenders 

to the Second Trust in the Asset Backed Loan Agreements to the Second Trust (except for 

the obligations incurred as a result of the negligence or wilful misconduct of the Trustee of 

the Second Trust), no ABL Lender to the Second Trust will have recourse against the 

Trustee of the Second Trust’s own proprietary assets and trust assets other than the Trust 

Assets of the Second Trust.  In the event that the Trustee of the Second Trust’s obligations 

owed to any ABL Lender to the Second Trust in any Asset Backed Loan Agreement to the 

Second Trust (except for the obligations incurred as a result of the negligence or wilful 

misconduct of the Trustee of the Second Trust) have not been completely satisfied by the 

Trust Assets of the Second Trust, such ABL Lender to the Second Trust will be deemed to 

have waived all claims which remain outstanding. 

 

No ABL Lender to the Second Trust will file a petition of attachment (sashiosae), 

provisional attachment (kari sashiosae), other compulsory execution procedure or protective 

order against the Trustee of the Second Trust’s own proprietary assets and trust assets other 

than the Trust Assets of the Second Trust for the obligations of the Trustee of the Second 

Trust owed to the ABL Lenders to the Second Trust in the Asset Backed Loan Agreements 

to the Second Trust (except for the obligations incurred as a result of the negligence or wilful 

misconduct of the Trustee of the Second Trust). 

 

No ABL Lender to the Second Trust will, in connection with Trust Assets of the Second 

Trust, be entitled to petition for the commencement of proceedings for bankruptcy or other 

similar insolvency proceedings under the laws of Japan or any foreign law or cause a third 

party to petition or join or agree to any petition made by a third party, in any jurisdiction, for 

the period starting from the Drawdown Date to the Second Trust and ending on the date that 

is one year and one day following the day on which the ABL Lender to the Second Trust 

receives the repayment of all money payable under the Asset Backed Loan Agreements to 

the Second Trust. 

 

In the Second Trust Agreement and the Asset Backed Loan Agreement to the Second Trust, 

each ABL Lender to the Second Trust and the Trustee of the Second Trust will confirm that 

all of such ABL Lender to the Second Trust’s claims against the Trustee of the Second Trust 

under the Asset Backed Loan Agreement to the Second Trust will be contractually 

subordinated claims (Yakujo Retsugo Hasan Saiken) as provided in paragraph 2 of Article 99 

of the Bankruptcy Act on the bankruptcy procedure of the Trust Assets of the Second Trust. 

 

4. Factors Which Could Have a Material Effect on the Redemption of Principal and Distribution of 

Dividends on the TBI and the Repayment of Principal and Payment of Interest on the Asset 

Backed Loans to the Second Trust 

The redemption of the principal of and distribution of dividends on the TBI and the repayment of 

the principal of and payment of interest on the Asset Backed Loans to the Second Trust is 

conditional upon the payment under the Trust Assets of the Second Trust, which is itself 

dependent on the payment from the First Trust.  
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(a) Risk to receive an amount less than the principal of the TBIs and the Asset Backed Loans to 

the Second Trust 

 

Since the redemption of the principal of, and the distribution of dividends on, the TBI and 

the repayment of the principal of, and the payment of interest on the Asset Backed Loans to 

the Second Trust, are affected by the collection status of the Auto Loan Receivables 

constituting the Trust Assets of the First Trust, the amount to be paid may be less than the 

amount necessary for the scheduled distribution of dividends of and payment of interest of, 

and even the scheduled redemption or repayment of the principal of the TBI and the Asset 

Backed Loans to the Second Trust, depending on the status of losses and overdue amounts of 

the Auto Loan Receivables.  Furthermore, as the redemption of the principal of, and the 

distribution of dividends on, the TBI and the repayment of the principal of, and the payment 

of interest on, the Asset Backed Loans to the Second Trust are only made from the Trust 

Assets of the First Trust composed of trust money and the Auto Loan Receivables, the 

holders of the TBI and the ABL Lenders to the Second Trust may suffer a loss in the event 

the aggregate amount of such Trust Assets of the First Trust become less than the amount 

necessary for the redemption and repayment of the principal of the TBI and the Asset 

Backed Loans to the Second Trust. 

 

However, the payment obligation of the Auto Loan Receivables is guaranteed by the 

Guarantor in principle in accordance with the guarantee agreement between VWFSJ and the 

Guarantor (the “Guarantee Agreement”).  If an Obligor fails to make monthly installment 

payments due on the Auto Loan Receivables for three (3) months or more, or in relation to 

which the unpaid balance is capable of being accelerated as a result of the occurrence of any 

of the events of default prescribed in the Auto Loan Agreement, the Guarantor will pay the 

outstanding amount of the Auto Loan Receivable in accordance with the Guarantee 

Agreement.  However, under the Guarantee Agreement the Guarantor is exempted from its 

guaranty obligations, among other items, (i) if an Obligor asserts the right to refuse its 

installment payment based on the Installment Sales Act  and VWFSJ determines it to be 

difficult to claim the payment against the Obligor; or (ii) in the case where the Obligor has 

exercised its option to sell the Purchased Vehicle to the Dealer or VWFSJ upon the final 

installment payment in accordance with the relevant Auto Loan Agreement, but the Dealer 

or VWFSJ, as the case may be, fails to perform its obligation to pay the pre-agreed amount 

to the Guarantor in accordance with the agreement between the Guarantor and VWFSJ and 

some other cases.  

 

The above mentioned risk is mitigated to the extent that the credit enhancement, including 

the senior-subordinated structure under the First Trust Agreement, is provided for in the TBI 

and the Asset Backed Loans to the Second Trust. 

 

(b) Risk of the Auto Loan Receivables being prepaid in full 

 

As mentioned in (a) above, the redemption of the principal of, and the distribution of 

dividends on, the TBI and the repayment of the principal of, and the payment of interest on, 

the Asset Backed Loans to the Second Trust are affected by the collection status of the Auto 

Loan Receivables constituting the Trust Assets of the First Trust.  The Auto Loan 

Agreement provides that an Obligor may make an early repayment if it pays certain early 

payment charges.  The percentage of Auto Loan Receivables that are repaid early is based on 

various factors, and therefore, depending on the timing and amount of early repayments, the 

distribution of dividends of, and the redemption of the principal of, the TBI and the 

repayment of the principal of, and the payment of interest on, the Asset Backed Loans to the 

Second Trust would be affected.   
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 The above mentioned risk is mitigated to the extent that the credit enhancement, including 

the senior-subordinated structure under the First Trust Agreement, is provided for the TBI 

and the Asset Backed Loan to the Second Trust. 

 

(c) Risk associated with the Insolvency Proceedings of VWFSJ as the Trustor of the First Trust  

 

With respect to Auto Loan Receivables: 

 

In connection with the entrustment of the Auto Loan Receivables from VWFSJ to the 

Trustee of the First Trust under the First Trust Agreement, there is a risk that collection of 

the Asset Backed Loan to the First Trust by the Trustee of the Second Trust could be 

affected if, in bankruptcy (hasan), civil rehabilitation (minji-saisei), or corporate 

reorganization (kaisha-kosei) or other insolvency proceedings (collectively, the “Insolvency 

Proceedings”) relating to VWFSJ, the court or a receiver determined that (i) the rights of the 

Trustee of the First Trust in the Auto Loan Receivables were deemed to be a security interest 

or (ii) ownership of such Auto Loan Receivables still belonged to VWFSJ as a bankrupt 

estate (hasan zaidan), an obligor to be rehabilitated (saisei saimusha) or a corporation to be 

reorganized (kousei gaisha).  However, for the following reasons, the foregoing risk is 

expected to be low: 

 

(i)  VWFSJ and the Trustee of the First Trust intend the entrustment of the Auto Loan 

Receivables, and the terms and conditions of the First Trust Agreement, to reflect the 

intentions of the parties to the First Trust Agreement to create a genuine trust and not to 

grant security; 

 

(ii) Under the First Trust Agreement, VWFSJ has no authority or power with respect to 

such Auto Loan Receivables, other than to retain its rights and obligations as Servicer 

under the Servicing Agreement with respect to the Auto Loan Receivables to be 

assigned and transferred to the Trustee of the First Trust and the holding of the 

Subordinated Beneficial Interests; 

 

(iii) Under the First Trust Agreement, VWFSJ has no right to request a repurchase or 

delivery of the Auto Loan Receivables from the Trustee of the First Trust, except for 

certain limited cases as prescribed by the First Trust Agreement, or has no obligation to 

repurchase the Auto Loan Receivables from the Trustee of the First Trust, except for 

certain limited cases as prescribed by the First Trust Agreement.   Under the First Trust 

Agreement, the Trustee of the First Trust is not entitled to request that VWFSJ 

repurchase the Auto Loan Receivables entrusted to it or make any payment by way of 

delivery of such Auto Loan Receivables, except for certain limited cases as prescribed 

by the First Trust Agreement, or has no obligation to accept an offer to repurchase by 

VWFSJ, except for certain limited cases as prescribed by the First Trust Agreement; 

 

(iv) VWFSJ has the right to receive from the Trustee of the First Trust reasonable Servicing 

Fees as Servicer under the Servicing Agreement. VWFSJ in its capacity as 

Subordinated Beneficiary, may also receive dividends on the Subordinated Beneficial 

Interests, subject to certain conditions.  However, other than such rights, VWFSJ has no 

right over the Collections of the Auto Loan Receivables entrusted to the Trustee of the 

First Trust or any profit from the investment thereof; 

 

(v) VWFSJ will hold the Subordinated Beneficial Interests during the Trust Period, which 

will enable VWFSJ to provide credit enhancement to the Trustee of the Second Trust 

and consequently the Beneficiaries of the Second Trust and the ABL Lenders to the 

Second Trust, however, the Senior TBI Rate will be 93.5% and after the entrustment of 

the Initial Cash Collateral Amount, the proportion of the principal amount of the 

Subordinated Beneficial Interests to the aggregate Discounted Balance of the Initial 



 

 

25 

 

Auto Receivables is approximately 7.0%.  The proposed credit enhancement levels 

would not negate the characterization of the entrustment of the Auto Loan Receivables 

as a true sale of such receivables;  

 

(vi) The entrustment of the Auto Loan Receivables from VWFSJ to the Trustee of the First 

Trust under the First Trust Agreement will be perfected against any third party other 

than the Obligors, as provided by the Perfection Act; and 

 

(vii) VWFSJ will have no responsibility to secure the credit of the Obligors at the time of 

repayment of the Auto Loan Receivables entrusted to the Trustee of the First Trust.  

Accordingly, if a delay or default has arisen with respect to such Auto Loan 

Receivables beyond the initial expectation, any loss resulting therefrom will be incurred 

by the ABL Lenders to the First Trust and the Trustee of the Second Trust and 

consequently the Beneficiaries of the Second Trust and the ABL Lenders to the Second 

Trust, and VWFSJ will not indemnify the Trustee of the First Trust and the Trustee of 

the Second Trust for such loss. 

 

With respect to the Guarantee by the Guarantor: 

 

Under the Guarantee Agreement, the amount of guarantee fees to be paid by VWFSJ to the 

Guarantor are calculated monthly based on the outstanding amount of the Auto Loan 

Receivables, from which it may be construed that the payment of the guarantee fee and 

performance of the Guarantor’s obligation are a bilateral relationship.  As a result, if VWFSJ 

enters any Insolvency Proceedings, the receiver of VWFSJ may have an option to terminate 

an outstanding bilateral contract in accordance with Article 53 of the Bankruptcy Act, 

Article 49 of the Civil Rehabilitation Act, and Article 61 of the Corporate Reorganization 

Act (collectively, the “Insolvency Laws”).  When the receiver of VWFSJ exercises its 

termination right under the Insolvency Laws, the Auto Loan Receivables are no longer 

guaranteed by the Guarantor. As a result, a risk exists that the payment under the Auto Loan 

Receivables will depend only on the payments from the Obligors.  

 

(d) Risk associated with Insolvency Proceedings of VWFSJ as Servicer 

 

With respect to the remittance of the Collections: 

 

The servicing of the Auto Loan Receivables will be performed by VWFSJ, the original 

holder of the Auto Loan Receivables.  In the event VWFSJ enters into Insolvency 

Proceedings, the collection of the Auto Loan Receivables by VWFSJ may be temporarily 

suspended, or the Collections may be mixed with the general property of VWFSJ, and as a 

result, the redemption of the principal and the payment of the dividends of the TBI and the 

repayment of the principal of, and the payment of interest on the Asset Backed Loans to the 

Second Trust may suffer adverse effects.   

 

However, the above mentioned risk is mitigated to the extent that the Servicer is obliged to 

make advance payments of the scheduled amount of the Collections as Deposit Money, four 

(4) Business Days prior to the Second Trust Payment Date to the Trustee of the First Trust 

with respect to the Monthly Period in which such  Second Trust Payment Date falls pursuant 

to the Servicing Agreement.  With respect to the details of the advance payment of the 

Deposit Money, see “Part 2 (Information Regarding the Trust Assets), II (Summary of the 

Assets Constituting the Trust Assets, item 2. (Collection of Assets Constituting the Trust 

Assets), (1) (Collection of the Auto Loan Receivables and Delivery to the Trustee of the 

First Trust)”. 

 

In addition, if the Servicer fails to pay the Deposit Money, the Trustee of the First Trust will 

request, by giving notice, JACCS and Cedyna to remit the Collection of the Monthly Period 
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for which such unpaid Deposit Money is concerned, directly to the Trustee of the First Trust 

by way of bank transfer to the Trust Management Account under the Sub-Servicing 

Agreement.  The above mentioned risk is mitigated to such extent. 

 

With respect to a Servicer Replacement Event: 

 

As described in Part 2 (Information Regarding the Trust Assets), II (Summary of the Assets 

Constituting the Trust Assets), item 2. (Origination and Collection of Assets Constituting the 

Trust Assets), (4) (Servicer Replacement Event), the First Trust Agreement and the 

Servicing Agreement provide that (i) if a Servicer Replacement Event occurs, the Trustee of 

the First Trust may promptly terminate the delegation of the servicing to VWFSJ, and (ii) the 

Trustee of the First Trust itself or another third party will succeed to VWFSJ, as Servicer.  

The risk associated with the occurrence of an Insolvency Proceeding of the Servicer is 

reduced if the delegation of the servicing is terminated and a successor is appointed in this 

way.  However, the Servicer Replacement Events also include the filing a petition for the 

commencement of Insolvency Proceedings.  The provisions permitting the termination of the 

agreement due to the filing of a petition for the commencement of Insolvency Proceedings 

(the “Termination Clause”) could be found by a court to be ineffective since the 

Termination Clause infringes upon the right to choose whether to perform or terminate a 

bilateral outstanding agreement given by Article 53 of the Bankruptcy Act, Article 49 of the 

Civil Rehabilitation Act and Article 61 of the Corporate Reorganization Act to a receiver or 

a debtor in the Civil Rehabilitation procedure, which is considered to be important to 

procedure rehabilitating business, such as a Corporate Reorganization procedure or a Civil 

Rehabilitation procedure.  If the Termination Clause is considered to be null and void by a 

court, there is a risk that the transfer of the servicing business to the Trustee of the First 

Trust or a third party designated by the Trustee of the First Trust would be delayed as a 

result and the redemption of the principal and the payment of the dividends of the TBI and 

the repayment of the principal of, and the payment of interest on, the Asset Backed Loans to 

the Second Trust could suffer adverse effects.  

 

(e) Risk associated with Insolvency Proceedings relating to the Trustee of the First Trust and 

Trustee of the Second Trust 

 

In accordance with Article 25 of the Trust Act, when the Trustees of the First Trust and the 

Trustee of the Second Trust (collectively, the “Trustee”) commences Insolvency 

Proceedings, the Auto Loan Receivables and cash in the Trust Assets will not be included in 

the bankruptcy estate, rehabilitating debtor’s assets or the reorganizing company’s assets.  

However, if the Trustee breaches its obligation to segregate the Trust Assets from its own 

proprietary assets under the Trust Act, and as a result the identification of the Trust Assets 

becomes difficult, there is a risk that the Trust Assets will not be properly identified and will 

be treated as assets belonging to Trustee instead. 

 

The risk of the Trustee failing to properly segregate the Trust Assets is limited to a degree as 

the Trustee’s primary business is in the trust business, and it will be engaged to maintain, 

manage and invest the Trust Assets under the First Trust Agreement and the Second Trust 

Agreement.  However, if the Trustee commences Insolvency Proceedings, there is a 

possibility that its trust business will be suspended tentatively, which may have an adverse 

impact on the timely distribution of dividends and the payment of principal of the TBI and 

the repayment of the principal of, and the payment of interest on, the Asset Backed Loans to 

the Second Trust.  

 

(f) Risk associated with the Insolvency Proceedings of JACCS and Cedyna as Guarantors 

 

The payment obligation of the Auto Loan Receivables are guaranteed by JACCS or Cedyna 

as Guarantors.  If the Obligor delays its payment or the Auto Loan Receivables become 
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Defaulted Auto Loan Receivables, the Guarantor is obligated to perform its obligation under 

the Guarantee Agreement.  If either of the Guarantor commences Insolvency Proceedings, 

the payment under the Auto Loan Receivables guaranteed by such Guarantor depends only 

on the payment from the Obligors.  With respect to the payment under the Guarantee 

Agreements, see item (a) (Risk to receive an amount less than the principal of the TBI) 

above. 

 

(g) Risk associated with the Insolvency Proceedings of JACCS and Cedyna as Sub-Servicers 

 

Pursuant to each of the Consignment Agreements, JACCS and Cedyna are engaged in 

providing most of services relating to the Auto Loan Receivables, such as credit analysis of 

Obligors, negotiation with Obligors, collection of the installment payments from Obligors 

and the transfer of such collections to VWFSJ, storage of the Auto Loan Agreements and 

data of the Obligors and other related services.  Furthermore, under the Sub-Servicing 

Agreement entered into among the Trustee of the First Trust, VWFSJ and JACCS and the 

Sub-Servicing Agreement entered into among the Trustee of the First Trust, VWFSJ and 

Cedyna, JACCS and Cedyna will undertake to perform the same services as are currently 

provided to VWFSJ in the relevant Consignment Agreement as a sub-servicer delegated by 

the Trustee of the First Trust and when the Servicer fails to pay the Deposit Money, JACCS 

and Cedyna will remit the Collection for the Monthly Period for which such unpaid Deposit 

Money is concerned, directly to the Trustee of the First Trust by way of bank transfer to the 

Trust Management Account, if so notified by the Trustee of the First Trust under the Sub-

Servicing Agreement.  If JACCS or Cedyna commences Insolvency Proceedings, the 

collection of the Auto Loan Receivables made by such Sub-Servicer and other services 

provided by such Sub-Servicer may be temporarily suspended or upon a failure of the 

Servicer to perform its duty under the Servicing Agreement, the expected role to be 

performed by such Sub-Servicer is not performed and as a result of the redemption of the 

principal and payment of the dividends of the TBI and the repayment of the principal of, and 

the payment of interest on, the Asset Backed Loans to the Second Trust may suffer adverse 

effects thereby. 

 

If a Sub-Servicer Replacement Event occurs with respect to either Sub-Servicer, the Trustee 

of the First Trust may promptly terminate the delegation of the servicing to such Sub-

Servicer in accordance with the Sub-Servicing Agreement and appoint the other Sub-

Servicer who is not the party to the terminated Sub-Servicing Agreement or  another entity 

in accordance with the First Trust Agreement.  A Sub-Servicer Replacement Event includes 

the filing of a petition for the commencement of Insolvency Proceedings with respect to the 

Sub-Servicer.  With respect to the risk associated with such Termination Clause, see item (d) 

(Risk associated with Insolvency Proceedings of VWFSJ as Servicer) above. 

 

(h) Risk relating to reliance on representations and warranties 

 

The First Trust Agreement will include certain representations and warranties by VWFSJ in 

favor of the Trustee of the First Trust and the Trustee of the Second Trust.  These 

representations and warranties include, among others, that the Auto Loan Receivables and/or 

Auto Loan Agreement satisfy the Eligibility Criteria on the relevant Cut-off Date.  The 

Trustee of the First Trust, the ABL Lender to the First Trust or the Underwriter will not be 

obliged or expected to investigate, search or confirm compliance with, or the accuracy of, 

those representations and warranties.  If such representations and warranties were false or 

incorrect in any material respect as of the time when such representations and warranties 

were made, VWFSJ is obliged under the First Trust Agreement to repurchase all or any 

affected Auto Loan Receivables.  Such a repurchase is made on the date on which notice to 

the Trustee of the First Trust is made or on the Remittance Date in the following month in 

which the Trustee of the First Trust receives such notice from the Trustor of the First Trust.  

VWFSJ’s ability to fulfill this undertaking is dependent on the availability of funds to make 
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such repurchase and may be affected by the solvency of VWFSJ.  In addition, if such 

mistake or false representations and warranties are considered by the Trustor of the First 

Trust not to be material as of the time when such representations and warranties were made, 

such Auto Loan Receivables will not be subject to the repurchase.  Therefore, in the event 

the mistake or false representations and warranties are not reasonably determined to be 

material, the Trust Assets of the First Trust may be deteriorated. 

 

(i) Risk associated with non-perfection of entrustment of the Auto Loan Receivables against 

Obligors 

 

The First Trust Agreement provides that the Trustor of the First Trust will register the 

entrustment of the Auto Loan Receivables with the Trustee of the First Trust after the Trust 

Commencement Date or each Additional Entrustment Date in accordance with the 

Perfection Act.  As a transfer of receivables under the Perfection Act has the legal effect of 

perfection against a third party only, the perfection of the entrustment of the Auto Loan 

Receivables with the Trustee of the First Trust against the Obligors is initially reserved in 

the First Trust Agreement.  Given this, the Trustee of the First Trust may not claim the rights 

concerning the Auto Loan Receivables transferred to itself against the Obligors without 

perfecting such transfer of receivables against the Obligors.  If VWFSJ becomes bankrupt, 

the collection by the Trustee of the First Trust may suffer adverse effects as a result of such 

non-perfection against the Obligors.  However, if VWFSJ commences Insolvency 

Proceedings, the Trustee of the First Trust may promptly cancel the delegation of the 

servicing to VWFSJ.  In that case, the First Trust Agreement and the Servicing Agreement 

provide that the Trustee of the First Trust on behalf of VWFSJ, will issue the notices to the 

Obligors so that the entrustment of the Auto Loan Receivables to the Trustee of the First 

Trust will be perfected against the Obligors without delay. 

 

(j) Risk concerning the register of the Purchased Vehicles 

 

Pursuant to the Auto Loan Agreement, the Consignment Agreement and the Dealer 

Agreement, when an Obligor purchases a Purchased Vehicle from a Dealer, the purchase 

price of the Purchased Vehicle is paid up front in full to the Dealer by VWFSJ for the benefit 

of the Obligor.  Registered ownership of the Purchased Vehicle is initially held by the 

Dealer; however, beneficial title in the Purchased Vehicle is transferred to VWFSJ upon 

payment by VWFSJ of the purchase price of the Purchased Vehicle to the Dealer until the 

Obligor makes all payments due to VWFSJ under the Auto Loan Agreement.  In the event 

the Obligor defaults on its payments under the applicable Auto Loan Agreement and JACCS 

or Cedyna, as guarantor, makes payments to VWFSJ, upon the performance in full of its 

obligations under the guarantee, beneficial title to the Purchased Vehicle will then be 

transferred from VWFSJ to JACCS or Cedyna, and will be held by JACCS or Cedyna until 

such time as JACCS’s or Cedyna's claim against the Obligor is settled or otherwise 

extinguished.  Pursuant to the Consignment Agreement, JACCS, Cedyna or the Dealer will 

be the registered owner of the Purchased Vehicle in general and in some limited 

circumstances, Obligors or VWFSJ. 

 

At the time when the Auto Loan Receivables are entrusted to the Trustee of the First Trust 

pursuant to the First Trust Agreement, the beneficial title to each Purchased Vehicle held by 

VWFSJ will also be transferred to the Trustee as security for payment of the Auto Loan 

Receivables.  Although the Trustee of the First Trust will not be recorded as the registered 

owner of the Purchased Vehicles at such time, upon the occurrence of an Insolvency Event 

of the registered owner of a Purchased Vehicle or a Servicer Replacement Event and if 

requested by the Trustee of the First Trust,  VWFSJ will take all steps necessary to have the 

Purchased Vehicles registered in the name of the Trustee of the First Trust or any third party 

designated by the Trustee of the First Trust. 
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In a Supreme Court decision dated June 4, 2010 (Case No. 284 of 2009 (uke) – Incident 

Regarding Requested Delivery of Vehicle) (the “2010 Case”), a credit company providing 

an automobile loan was prohibited from reclaiming and taking ownership of a vehicle 

registered in the dealer's name following the debtor’s initiation of insolvency proceedings 

since it was found that the credit provider was not the registered owner of vehicle.  Applying 

to the 2010 Case, if Insolvency Proceedings were commenced in relation to the Obligor of a 

Purchased Vehicle, there is a risk that a demand by the Trustee of the First Trust for the 

transfer of registered ownership of the relevant Purchased Vehicle may not be upheld, 

although, in this transaction, the ownership of the Purchase Vehicles will be transferred to 

the Trustee of the First Trust, for the purpose of obtaining the ratings from the Rating 

Agencies, and the collection of the Defaulted Receivables from the related Purchased 

Vehicle is not taken into account and the credit enhancement level in consideration of the 

above risk is set.  

 

(k) Risk associated with the fact that a secondary market for the TBI or Asset Backed Loan to 

the Second Trust has not been established to date 

 

As a secondary market for the TBI or the Asset Backed Loan to the Second Trust has not 

been established, the liquidity of the TBI or the Asset Backed Loan to the Second Trust will 

not be guaranteed.  Accordingly, it is expected that the Beneficiaries of the Second Trust and 

ABL Lenders to the Second Trust will be restricted in terms of when the TBI or the Asset 

Backed Loans to the Second Trust can be sold, and such limitation may adversely affect the 

sales price or may result in the inability of such sale to be completed.  Therefore, the  

Beneficiaries of the Second Trust or the  ABL Lenders to the Second Trust may not recover 

their investment costs by selling the TBI or the Asset Backed Loan to the Second Trust, and 

as a result, they may suffer a loss similar to in case where the principal amount of the TBI or 

the Asset Backed Loan to the Second Trust may not be fully redeemed or repaid.  In addition, 

if the credit rating of the TBI or the Asset Backed Loan to the Second Trust is downgraded 

by the Rating Agencies, the sales price may also be affected.  Furthermore, as the TBI or the 

Asset Backed Loan to the Second Trust has a risk relating to the timing of the redemption or 

repayment of the principal, in the event the TBI or the Asset Backed Loan to the Second 

Trust is purchased at a price other than the face value thereof, the investment yield may, as a 

result, become different from the initially expected yield and, consequently, they may not 

recover the principal amount thereof. 

 

(l) Risk associated with defense (including defense under the Installment Sales Act) and other 

assertions from the Obligor 

 

The Auto Loan Receivables involve the risk of various defenses asserted by the Obligors 

against the payment thereof.  Such defenses may include (i) the denial of the right capacity, 

intent capacity or capacity for action of an Obligor as a natural person, (ii) the assertion of a 

defect in the manifestation of intention (such as a mistake and fraud) upon entering into an 

Auto Loan Agreement, (iii) the assertion of the withdrawal of the offer as provided for in the 

Installment Sales Act, (iv) the assertion of any event of nullity or rescission as provided for 

in the Consumer Contract Act (Law No. 61 of 2000, as amended) and (v) the assertion of a 

defect in the Purchased Vehicle, among other things, whether they are rational or not.  

Furthermore, as the Auto Loan Agreement and the sales agreement between the Obligor and 

a Dealer have some relevance to each other though they are separate and independent 

agreements, such events as dissatisfaction or insecurity about the Dealer's performance of, or 

its ability to perform, its obligations under the sales agreement may be asserted as reasons 

for suspension of payments in relation to the Auto Loan Receivables (whether rational or 

not).  The Auto Loan Receivables are subject to the Installment Sales Act: if (i) the 

Purchased Vehicle is not delivered to the Obligor, (ii) any distinct defect or latent defect 

exists in the Purchased Vehicle, (iii) the Purchased Vehicle is not consistent with the sample, 

catalogue or other materials, (iv) services as the conditions of sale of the Purchased Vehicle 
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are not provided or (v) with regard to the sale of the Purchased Vehicle, any other event 

attributable to the Dealer has occurred, the Obligor's suspension of payments to the Trustee 

of the Auto Loan Receivables may be justifiable under the Installment Sales Act. 

 

If such suspension of payments by the Obligor occurs at a certain percentage or higher, the 

Trust Assets of the First Trust, and then the Trust Assets of the Second Trust may decrease, 

and consequently, the redemption of the principal of, and the distribution of dividends on, 

the Beneficial Interests of the Second Trust and the repayment of the principal of, and the 

payment of interest on, the ABL receivables may be adversely affected. 

 

In this regard, if the Obligor suspends payments for three months or more, the Guarantor 

performs its guaranty obligation, however, in certain cases, the Guarantor is exempted from 

its guaranty obligation under the Guarantee Agreement.  In such case, VWFSJ is obliged to 

repurchase the Auto Loan Receivables with respect to such Obligor under the First Trust 

Agreement.    

 

The above mentioned risk is mitigated to the extent that the guaranty payment or the 

repurchase of the Auto Loan Receivables with respect thereto will be made as mentioned 

above.  

 

(m) Risk associated with the Dealer (including fraud risk)  

 

Under the Installment Sales Act, in the event of a default in the performance of the 

contractual obligations, including the non-delivery of the Purchased Vehicle, due to the 

bankruptcy of a Dealer or any other similar cause, or the Dealer's misconduct, including the 

fraudulent use of a name in arranging credit, the Obligor's suspension of payments to the 

Trustee of the Auto Loan Receivables may be justifiable, as discussed in item (l) (Risk 

associated with defense (including defense under the Installment Sales Act) and other 

assertions from the Obligor) above.  Under the Guarantee Agreement, the Guarantor is 

generally exempted from its guaranty obligation, if such suspension of payments by the 

Obligor is caused by the Dealer's misconduct.   

 

If such suspension of payments by the Obligor occurs at a certain percentage or higher, the 

Trust Assets of the First Trust, and then the Trust Assets of the Second Trust may decrease, 

and consequently, the redemption of the principal of, and the distribution of dividends on, 

the Beneficial Interests of the Second Trust and the repayment of the principal of, and the 

payment of interest on, the Asset Backed Loans to the Second Trust may be adversely 

affected. 

 

However, the above mentioned risk is mitigated to the extent that if such suspension of 

payments occurs based on the Installment Sales Act, VWFSJ is obliged to repurchase the 

Auto Loan Receivables with respect to such Obligor under the First Trust Agreement as 

mentioned in item (l) (Risk associated with defense (including defense under the Installment 

Sales Act) and other assertions from the Obligor) above.  

 

(n) Risk associated with the account bank (of trust account)  

 

The Trustee of the First Trust will manage the Collections related to the Auto Loan 

Receivables in the Trust Management Accounts or invest such Collections in the Qualified 

Bank satisfying specified criteria and the Trustee of the Second Trust will manage the cash 

belonging to the Second Trust in the Collection Account in the Qualified Bank satisfying 

specified criteria.  As a result, the holding and management of cash belonging to the Trust 

Assets of the First Trust and the Trust Assets of the Second Trust involves risks associated 

with the credit status of the financial institution with which each such account is maintained, 

as well as the credit statuses of other investees.  
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However, the above mentioned risk is mitigated to the extent that if the bank in which the 

Trustee of the First Trust or the Trustee of the Second Trust opened a bank account is no 

longer a Qualified Bank, the Trustee of the First Trust or the Trustee of the Second Trust 

will transfer all moneys in the bank account and reinvest them with a separate Qualified 

Bank, subject to certain conditions as provided in the First Trust Agreement or the Second 

Trust Agreement, as the case may be. 

 

(o) Risk associated with double assignment of the Auto Loan Receivables (including, credit risk 

of the subordinated assignee)  

 

With regard to the Auto Loan Receivables, (i) prior to the perfection of the entrustment of 

the Auto Loan Receivables under the First Trust Agreement against third parties, the Auto 

Loan Receivables might be assigned by VWFSJ to any third party other than the Trustee of 

the First Trust and the assignment might be perfected (against the Obligors and/or third 

parties), and (ii) after the perfection of the entrustment of the Auto Loan Receivables  under 

the First Trust Agreement against third parties, the  Auto Loan Receivables might be 

assigned by VWFSJ in contravention of the First Trust Agreement to any third party other 

than the Trustee of the First Trust and the assignment might be perfected against the 

Obligors.  In this regard, case (i) constitutes a violation of the representations and warranties 

by VWFSJ and VWFSJ will be obligated to indemnify all damages, losses and expenses 

incurred by the Trust Assets of the First Trust, the Beneficiaries of the Second Trust, the 

ABL Lenders to the Second Trust or the Trustee of the First Trust.  Case (ii) constitutes a 

violation of the covenants by VWFSJ and VWFSJ will be obligated to repurchase the Auto 

Loan Receivables that were doubly assigned.  However, if VWFSJ does not comply with the 

indemnification or repurchase obligation, in case (i), the Trustee of the First Trust  would be 

an assignee junior to the other assignee in the double assignment (the “Third-Party 

Assignee”) and the entrustment by VWFSJ of the Auto Loan Receivables could not be 

perfected against the Third-Party Assignee and consequently, a deficit would be registered in 

the Trust Assets of the First Trust and consequently, there is a risk that the redemption of the 

principal of and the distribution of dividends on the Beneficial Interests of the Second Trust, 

and the repayment of the principal of, and the payment of interest on, the Asset Backed Loan 

to the Second Trust might adversely be affected.   

 

In case (ii), while the Trustee could legally claim that the Trustee of the Second Trust is the 

assignee in preference to the Third-Party Assignee, the requirement for the perfection 

against the Obligors in the second assignment would be fulfilled earlier by the Third-Party 

Assignee and consequently, the Third-Party Assignee would collect the receivables from the 

Obligors in preference to the Trustee.   

 

In such event, the Trustee of the First Trust should be required to recover the cash 

attributable to the Trust Assets of the First Trust under normal circumstances by requesting 

the Third-Party Assignee to deliver the cash alleged to have unduly been collected; if the 

Third-Party Assignee would not immediately agree to the delivery request, there is a risk 

that the Trust Assets of the First Trust, and then the Trust Assets of the Second Trust may 

decrease, and consequently, the redemption of the principal of and the distribution of 

dividends on the Beneficial Interests of the Second Trust and the repayment of the principal 

of, and the payment of interest on, the Asset Backed Loan to the Second Trust might be 

adversely affected.  

 

(p) Risk where the Trust Assets become collateral of unexpected obligations 

 

If the Trust Assets of the First Trust become collateral for obligations other than the Asset 

Backed Loan to the First Trust and other expected obligations under the relevant Transaction 

Documents or if the Trust Assets of the Second Trust become collateral for obligations other 
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than the obligation against the Beneficiary of the Second Trust and the ABL Lenders to the 

Second Trust, and other expected obligations under the Second Trust Agreement or the 

Asset Backed Loan Agreement to the Second Trust, there is a risk that the Trust Assets of 

the First Trust, and then the Trust Assets of the Second Trust may decrease, and 

consequently, the Beneficiaries of the Second Trust or the ABL Lenders to the Second Trust 

may incur a loss.  

 

(q) Risk of bankruptcy of the Trust Assets 

 

In the event of the commencement of bankruptcy proceedings in respect of the Trust Assets 

of the First Trust and/or the Second Trust in accordance with the provisions of Chapter 10-2 

of the Bankruptcy Act, the repayment of the principal of, and interest on, the Asset Backed 

Loan to the First Trust and/or the redemption of the principal of, and dividends on the 

Beneficial Interests of the Second Trust and the repayment of the principal of, and interests 

on the Asset Backed Loan to the Second Trust are made in the bankruptcy proceedings of 

the First Trust and/or the Second Trust, respectively, pursuant to the provisions of the 

Bankruptcy Act, and eventually, there is a risk that the redemption of the principal of and the 

distribution of dividends on the Beneficial Interests of the Second Trust  and the repayment 

of the principal of, and the payment of interest on, the Asset Backed Loan to the Second 

Trust may be adversely affected.  

 

The above mentioned risk is mitigated to the extent that in the relevant Transaction 

Documents including, but not limited to, the First Trust Agreement, the Asset Backed Loan 

Agreement to the First Trust, the Servicing Agreement, the Second Trust Agreement and the 

Asset Backed Loan Agreement to the Second Trust, the relevant parties thereto, including, 

but not limited to the Trustor of the First Trust in its capacity as the creditor of trust 

receivables, the holder of the Subordinated Beneficial Interests under the First Trust and the 

Servicer, the Trustee of the First Trust, the ABL Lender to the First Trust,  the Trustor of the 

Second Trust in its capacity as the creditor of trust receivables, the Beneficiary of the Second 

Trust, the ABL Lender to the First Trust and the Trustee of the Second Trust, in case of the 

Trustees of the First Trust and the Second Trust, to the extent the trustee’s duty of care will 

permit, agree that they will not petition for the commencement of proceedings for 

bankruptcy or other similar proceedings under the laws of Japan or any foreign law, in any 

jurisdiction, or cause a third party to petition or join or agree to a petition made by third 

parties, for the period starting on the Trust Commencement Date and ending on the date on 

which one year and one day from the day on which, with regard to the First Trust, all 

amounts owing under the Asset Backed Loan Agreement to the First Trust and with regard 

to the Second Trust, all amounts owing in respect of the Beneficial Interests of the Second 

Trust and owing under the Asset Backed Loan Agreement to the Second Trust have been 

paid in full.  (In this Section 4. Factors Which Could Have a Material Effect on the 

Redemption of Principal and Distribution of Dividends on the TBI and the Repayment of 

Principal and Payment of Interest on the Asset Backed Loans to the Second Trust, these 

clauses hereinafter referred to as “non-petition clauses”). 

 

(r) Risk of avoidance or rescission of fraudulent act 

 

In the event of the commencement of any Insolvency Proceedings in respect of VWFSJ, 

there is a risk that the entrustment of the Auto Loan Receivables by VWFSJ to the Trustee of 

the First Trust under the First Trust Agreement may be avoided, or rescinded as a fraudulent 

act or fraudulent trust, by the court, rehabilitation debtor or trustee.  

 

In addition, in the event of the commencement of any Insolvency Proceedings in respect of 

the Trustor of the Second Trust, there is a risk that the entrustment of the Loan Receivables 

by the Trustor of the Second Trust to the Trustee of the Second Trust under the Second Trust 
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Agreement may be avoided, or rescinded as a fraudulent act or fraudulent trust, by the court, 

rehabilitation debtor or trustee. 

 

However, in the First Trust Agreement, VWFSJ as the Trustor of the First Trust, and in the 

Second Trust Agreement, the Trustor of the Second Trust, represents and warrants as of the 

Trust Commencement Date of the First Trust or the Second Trust, as the case may be, that it 

is not insolvent, no Insolvency Event with respect to the Trustor of the First Trust or the 

Trustor of the Second Trust, as the case may be, has occurred and it has neither fraudulent 

nor unlawful intention in the entrustment of the Auto Loan Receivables to the Trustee of the 

First Trust or the Loan Receivables to the Trustee of the Second Trust, as the case may be.   

 

(s) Risk of non-performance of VWFSJ’s repurchase obligations of Auto Loan Receivables 

 

VWFSJ as the Trustor of the First Trust is obligated to repurchase all outstanding or affected 

Auto Loan Receivables, as the case may be, if any of the representations and warranties 

made by it were false or incorrect in any material respect as of the time when such 

representations and warranties were made or VWFSJ breaches certain covenants.  However, 

in the event of the commencement of the Insolvency Proceedings in respect of VWFSJ, there 

is a possibility that the repurchase of the related Auto Loan Receivables by VWFSJ will not 

be ensured.  In that event, there is a risk that the Trust Assets of the First Trust, and then the 

Trust Assets of the Second Trust may decrease, and consequently, the Beneficiaries of the 

Second Trust or the ABL Lenders to the Second Trust may incur a loss.   

 

The above mentioned risk is mitigated to the extent that the credit enhancement, including 

the credit enhancement by the Subordinated Beneficial Interests under the First Trust 

Agreement, is provided for the benefit of the holders of the TBI and the Asset Backed Loan 

to the Second Trust.  In addition, if there are any Uncollectable Auto Loan Receivables 

during the previous Monthly Period reported on the Reporting Date and VWFSJ does not 

repurchase the Uncollectable Auto Loan Receivables, the Trustee of the First Trust may, 

subject to the terms provided in the First Trust Agreement, distribute such Uncollectable 

Auto Loan Receivables to VWFSJ as the Subordinated Beneficiary as a redemption in kind 

of the Subordinated Beneficial Interests on the immediately following First Trust Payment 

Date up to the Subordinated Principal Balance.   

  

(t) Risk of change of law, tax, etc.  

 

Legislative change may increase clerical burdens and expenses for the management or 

collection of the Auto Loan Receivables and have an adverse effect on the collection status 

of the Auto Loan Receivables by the Servicer or the Sub-Servicer, as well as the repayment 

of the principal of, and the payment of interest on, the Asset Backed Loan to the First Trust, 

the redemption of the principal of, and the distribution of dividends on, the Beneficial 

Interests of the Second Trust and the repayment of the principal of, and the payment of 

interest on, the Asset Backed Loan to the Second Trust.  

 

Furthermore, if as a result of tax reforms, new taxes are levied in relation to the repayment 

of the Auto Loan Receivables or the Loan Receivables, the distribution of dividends on, and 

the redemption of the principal of, the Beneficial Interests of the Second Trust and the 

repayment of the principal of, and the payment of interest on, the Asset Backed Loan to the 

Second Trust or otherwise any change is made to legislation or taxation in general, the 

distribution of dividends on, and the redemption of the principal of, the Beneficial Interests 

of the Second Trust and the repayment of the principal of, and the payment of interest on, 

the  Asset Backed Loan to the Second Trust may adversely be affected.  

 

In this regard, upon the occurrence of a Tax Event, VWFSJ, as the Trustor of the First Trust, 

is entitled to, but not obliged to, repurchase all of the Auto Loan Receivables outstanding in 
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accordance with the First Trust Agreement.  The above mentioned risk will be mitigated if 

such repurchase option is exercised by VWFSJ.  

 

(u) Risk that the TBI and the Asset Backed Loan to the Second Trust will not be treated in same 

priority under the insolvency proceedings 

 

The Second Trust Agreement provides that the distribution of dividends on, the Beneficial 

Interests of the Second Trust and the payment of interest on the Asset Backed Loan to the 

Second Trust will be made on a pari passu basis, that the redemption of the principal of the 

Beneficial Interests of the Second Trust and the repayment of the principal of the Asset 

Backed Loan to the Second Trust will be made on a pari passu basis and that if the cash 

belonging to the Trust Assets of the Second Trust is insufficient for such payments, 

payments will be made on a pro rata basis in proportion to the outstanding principal of the 

Beneficial Interests of the Second Trust and the outstanding principal of the  Asset Backed 

Loan to the Second Trust.  Meanwhile, Article 101 of the Trust Act provides that beneficial 

interests will be subordinated to trust claims.  Accordingly, upon liquidation of the Trust, 

specifically, notwithstanding the provisions of the Second Trust Agreement contemplated to 

treat the interests under the  Beneficial Interests of the Second Trust and the claims under the  

Asset Backed Loan to the Second Trust on a pari passu basis, if no sufficient funds to be 

appropriated for the redemption of the principal of, and the payment of dividends on, the 

Beneficial Interests of the Second Trust and the repayment of the principal of, and the 

payment of interest on, the Asset Backed Loan to the Second Trust, it may be required to 

preferentially pay the principal and interest in respect of the Asset Backed Loan to the 

Second Trust as trust claims and in such event, the redemption of the principal of, and the 

payment of dividends on, the Beneficial Interests of the Second Trust may adversely be 

affected.  

 

In the event of the commencement of bankruptcy proceedings in respect of the Trust Assets 

of the Second Trust, the Beneficiaries of the Second Trust or the ABL Lenders to the Second 

Trust will receive the redemption of the principal and the payment of dividends, or the 

repayment of the principal and the payment of interest in the bankruptcy proceedings.  

Meanwhile, Paragraph 2 of Article 244-7 of the Bankruptcy Act provides that when an order 

of the commencement of bankruptcy proceedings is made, trust claims will get preference 

over beneficial interests.  Accordingly, in the bankruptcy proceedings of the Trust Assets of 

the Second Trust, notwithstanding the provisions of the Second Trust Agreement 

contemplated to treat the beneficial interests related to the Beneficial Interests of the Second 

Trust and the Asset Backed Loan to the Second Trust on a pari passu basis, the principal and 

interest in respect of the  Asset Backed Loan to the Second Trust as trust claims may 

preferentially be paid and in such event, the redemption of the principal of, and the payment 

of dividends on, the Beneficial Interests of the Second Trust may adversely be affected.  

 

In order to mitigate the above mentioned risk non-petition clauses are provided in the 

Second Trust Agreement and the Asset Backed Loan Agreement to the Second Trust. In 

addition in the Asset Backed Loan Agreement to the Second Trust, the ABL Lenders to the 

Second Trust and the Trustee of the Second Trust confirm that the claims of the ABL 

Lenders to the Second Trust against the Trustee of the Second Trust will be contractually 

subordinated claims (Yakujo Retsugo Hasan Saiken) in accordance with paragraph 2 of 

Article 99 of the Bankruptcy Act on the bankruptcy procedure of the Trust Assets of the 

Second Trust. 

 

(v) Risk associated with competing transaction by the Trustee 

 

Paragraph 1 of Article 32 of the Trust Act restricts any act that a trustee may carry out in the 

course of administering trust affairs based on the trustee's power but which the trustee's 

failure to carry out would be contrary to the interests of a beneficiary (a “Competitive 
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Transaction”).  The First Trust Agreement and the Second Trust Agreement, in accordance 

with Item 1 of Paragraph 2 of Article 32 of the Trust Act, provide that the Trustees of both 

Trusts will be allowed to conduct some specified Competitive Transactions.  Consequently, 

if the either Trustee conducts any such Competitive Transaction, profits that would be 

attributable to the Trust Assets of either the First Trust or the Second Trust, as the case may 

be, may be attributable not to the relevant Trust Assets but to such Trustee, and the Trust 

Assets of the First Trust or the Second Trust, as the case may be, may decrease, and 

consequently, the redemption of the principal of, and the distribution of dividends on, the 

Beneficial Interests of the Second Trust and the repayment of the principal of, and the 

payment of interest on, the Asset Backed Loan to the Second Trust may be adversely 

affected. 

 

However, this risk is mitigated by the fact that the Trustees of the First Trust and the Second 

Trust are permitted to conduct such Competitive Transactions only to the extent that they do 

not breach their obligations, including the duty to care as a prudent fiduciary, provided in the 

respective Trust Agreements. 

 

(w) Risk associated with conflict-of-interest transaction by the Trustee 

 

Paragraph 2 of Article 29 of the Trust Business Act restricts transactions by a trustee itself or 

its Interested Party with the trust assets.  In the meantime, the First Trust Agreement and the 

Second Trust Agreement provide that the Trustee of the First Trust or the Trustee of the 

Second Trust, as the case may be, will be allowed to invest deposits with a financial 

institution, which is the Trustee of the First Trust's or the Trustee of the Second Trust’s, as 

the case may be, Interested Party, as a counterparty. In addition, in the First Trust Agreement, 

when the Trustee of the First Trust liquidates the Trust Assets of the First Trust, it will sell 

them at fair market price to a third party, which may include the Trustee of the First Trust's 

Interested Party.  The Trustee of the First Trust may invest the cash in the Trust Assets of the 

First Trust in the financial institution which is the Trustee of the First Trust's Interested Party.   

Consequently, if either of the Trustee of the First Trust or the Trustee of the Second Trust 

conducts such any transaction, a conflict of interest will occur.  In such event, there is a risk 

that the Trust Assets of the First Trust or the Trust Assets of the Second Trust, as the case 

may be, may incur a loss, and consequently, the redemption of the principal of, and the 

distribution of dividends on, the Beneficial Interests of the Second Trust and the repayment 

of the principal of, and the payment of interest on, the Asset Backed Loan to the Second 

Trust may be affected.  

 

The above mentioned risk is mitigated to the extent that conflicts of interest will only be 

consented to if the transaction is made under terms and conditions which are not unfavorable 

to those to be made under the terms and conditions of the ordinary transaction of same kind 

and amount under the similar situations under Paragraph 3 item 2 (d) of Article 41 of the 

Enforcement Regulations of the Trust Business Act. 

 

(x) Risk of cooling-off, cancellation or rescission of the Auto Loan Agreement in accordance 

with the Installment Sales Act  

 

With regard to the Auto Loan Receivables, in the event of a default in the performance of the 

obligations under an Auto Loan Agreement, including the non-delivery of the Purchased 

Vehicle, due to the bankruptcy of the Dealer or any other similar cause, or the Dealer's 

misconduct, including the fraudulent use of a name in arranging credit, the Obligor's 

suspension of payments to the Trustee in respect of the Auto Loan Receivables may be 

justifiable under the Installment Sales Act.  Furthermore, if a Dealer enters into an 

agreement on sales of TBIs substantially exceeding the ordinarily required quantity by the 

method of door-to-door sales or makes a false statement about important facts in making 

solicitation to enter into an Auto Loan Agreement by the method of door-to-door sales, 
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telemarketing sales or specified multilevel marketing personal contracts, such Auto Loan 

Agreement (excluding any auto loan agreement executed prior to the enforcement of the Act 

to Amend Part of the Act on Specified Commercial Transactions and the Installment Sales 

Act and any Auto Loan Agreement for which the Trustor received an offer prior to the 

enforcement of the said Act and which was executed after the enforcement thereof) may be 

rescinded or cancelled under the Installment Sales Act.  Under the Guarantee Agreement, the 

Guarantor is generally exempted from its guaranty obligations, if such suspension of 

payments by the Obligor is caused by the Dealer’s misconduct.  If such rescission or 

cancellation occurs at a certain percentage or higher, there is a risk that the Trust Assets of 

the First Trust, and then the Trust Assets of the Second Trust may decrease, and 

consequently, the redemption of the principal of, and the distribution of dividends on, the 

Beneficial Interests of the Second Trust and the repayment of the principal of, and the 

payment of interest on, the ABL receivables may be adversely affected.  

 

In addition, if an Auto Loan Agreement relating to the Auto Loan Receivables relates to an 

Auto Loan Agreement by the method of door-to-door sales, telemarketing sales or specified 

multilevel marketing personal contracts, the Obligor will be entitled to cancel such Auto 

Loan Agreement (excluding any auto loan agreement executed prior to the enforcement of 

the Act to Amend Part of the Act on Specified Commercial Transactions and the Installment 

Sales Act, any Auto Loan Agreement for which the Trustor received an offer prior to the 

enforcement of the said Act and which was executed after the enforcement thereof, any Auto 

Loan Agreement related to any Auto Loan Agreement for which a Dealer received an offer 

prior to the enforcement of the said Act and which was executed after the enforcement 

thereof and any Auto Loan Agreement related to any Auto Loan Agreement executed prior 

to the enforcement of the said Act) during a specified period under the Installment Sales Act 

(cooling-off).  If such cooling-off occurs at a certain percentage or higher, there is a risk that 

the Trust Assets of the First Trust, and then the Trust Assets of the Second Trust may 

decrease, and consequently, the redemption of the principal of, and the distribution of 

dividends on, the Beneficial Interests of the Second Trust and the repayment of the principal 

of, and the payment of interest on, the ABL receivables may adversely be affected.  

 

Furthermore, if an Auto Loan Agreement relating to the Auto Loan Receivables relates to an 

Auto Loan Agreement by the method of door-to-door sales, telemarketing sales or specified 

multilevel marketing personal contracts and such Auto Loan Agreement relating to the Auto 

Loan Receivables is rescinded or cancelled due to any of the reasons described above, the 

Obligor's demand for restitution of the amount paid from the Trustee may be justifiable.  If 

such demand for restitution of the amount paid occurs at a certain percentage or higher, there 

is a risk that the Trust Assets of the First Trust, and then the Trust Assets of the Second Trust 

may decrease, and consequently, the redemption of the principal of, and the distribution of 

dividends on, the Beneficial Interests of the Second Trust and the repayment of the principal 

of, and the payment of interest on, the ABL receivables may adversely be affected.  

 

Under the Guarantee Agreement, the Guarantor is generally exempted from its guaranty 

obligation, if such suspension of payments by the Obligor is caused by the Dealer’s 

misconduct.  

 

The above mentioned risk is mitigated to the extent that VWFSJ, as the Trustor of the First 

Trust represents and warrants that with respect to the Auto Loan Receivables to be entrusted, 

(i) no fraud or misrepresentation was made by the relevant Dealer or any of its employees to 

the Obligor upon or prior to the execution of the relevant Auto Loan Agreement and to the 

extent that the relevant Obligor is a consumer pursuant to Japanese law, the Dealer has fully 

complied with all applicable consumer legislation, (ii) the Auto Loan Agreement complies 

with all Japanese legal requirements and is not subject to any adverse claim, litigation, 

dispute, set off, counterclaim or any other defence whatsoever, and all payments of the Auto 

Loan Receivables are payable free of set-off or any deduction; no right of defence under the 
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Auto Loan Agreement, including without limitation, those under the mandatory rules, has 

been asserted by the Obligor as of the relevant Cut-off Date and the Trust Commencement 

Date or the Additional Entrustment Date, as the case may be, and (iii) any Auto Loan 

Agreement with respect to an Auto Loan Receivable does not fall under the agreements 

promulgated in the items of Paragraph 1, Article 9 of the Specified Commercial Transaction 

Act (Law No. 57 of 1976, as amended), Rensa Hambai Kojin Keiyaku or Gyoumu Teikyou 

Yuuin Hambai Kojin Keiyaku provided in item 1(i) or (ii) of Article 8 of the Installment 

Sales Act.  In addition, notwithstanding the representations and warranties by VWFSJ as the 

Trustor of the First Trust mentioned above, if such suspension of payment  occurs based on 

the Installment Sales Act, VWFSJ is obliged to repurchase the Auto Loan Receivables with 

respect to such Obligor under the First Trust Agreement as described in item (l) (Risk 

associated with defense (including defense under the Installment Sales Act) and other 

assertions from the Obligor) above.  

 

(y) Risk of the revocation of the register of the Touroku Kobetsu Shinyou Konyu Assen Gyosha 

 

VWFSJ is registered as a Touroku Kobetsu Shinyou Konyu Assen Gyosha under Article 35-

3-23 of the Installment Sales Act.  It is possible that VWFSJ falls within certain items as set 

forth in the Installment Sales Act, the register can be revoked by the Japanese Minister of 

Economy, Trade and Industry.  If revoked, VWFSJ will no longer be able to engage in the  

Touroku Kobetsu Shinyou Konyu Assen Gyosha business,  Under the Installment Sales Act, 

if VWFSJ ceases to be registered as a Touroku Kobetsu Shinyou Konyu Assen Gyosha the 

Dealers may terminate their Dealer Contracts with VWFSJ. 

 

(z) Risk of resignation of the Trustees of the First Trust and the Second Trust 

 

It is provided in the First Trust Agreement and the Second Trust Agreement that the Trustee 

of the First Trust and the Trustee of the Second Trust may resign from its position as trustee 

to the First Trust or the Second Trust, as the case may be, if the Trustee of the First Trust or 

the Trustee of the Second Trust decides to cease carrying on its trustee business in Japan.  

Therefore, there is a risk that the First Trust or the Second Trust will be terminated upon the 

Trustee’s own unilateral decision to cease carrying on its trustee business in Japan. 

 

(aa) Risks from reliance on Certification by True Sale International GmbH 

 

The parent company of VWFSJ, Volkswagen Financial Services AG (“VWFS”) is intending 

to register the series of transactions described in 1. Summary of the Structure, (1) Outline of 

the Structure above (in this (aa) and III. Matters Concerning the TBI and the Asset Backed 

Loans to the Second Trust, 5. Other matters Regarding the TBI and the Asset Backed Loans 

to the Second Trust, (2) Certification by TSI below, these transactions hereinafter referred to 

as the “Transaction”) with True Sale International GmbH (“TSI”) for the label 

“CERTIFIED BY TSI – DEUTSCHER VERBRIEFUNGSSTANDARD”. 

 

TSI will grant a registered certification label, “CERTIFIED BY TSI – DEUTSCHER 

VERBRIEFUNGSSTANDARD” if a special purpose vehicle or a trust managed as a special 

fund complies with certain conditions established by TSI.  These conditions ensure that 

securitisations involving a special purpose vehicle or a trust managed as a special fund 

which is domiciled within the European Union or in a country which is an OECD member or 

partner country adhere to certain quality standards. The label thus indicates that standards 

based on the conditions established by TSI have been met.  Nonetheless, the TSI 

certification is not a recommendation to buy, sell or hold the TBI or the Asset Backed Loans 

to the Second Trust.  Certification will be granted on the basis of the declaration of 

undertaking, issued by VWFS to comply with the main quality criteria of the “CERTIFIED 

BY TSI – DEUTSCHER VERBRIEFUNGSSTANDARD” label, in particular with the 

lending and servicing standards and disclosure requirements, throughout the duration of the 
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Transaction.  The certification will not represent any assessment of the expected 

performance of the Auto Loan Receivables, the TBI or the Asset Backed Loans to the 

Second Trust.  

 

(For a more detailed explanation see III. Matters Concerning the TBI and the Asset Backed 

Loans to the Second Trust, 5. Other matters Regarding the TBI and the Asset Backed Loans 

to  the Second Trust, (2) Certification by TSI below) 

 

TSI will rely on the above-mentioned declaration of undertaking and will not make any 

investigations or surveys in respect of the declaration of undertaking, the Transaction or 

parties to the Transaction and disclaims any responsibility for monitoring these parties' 

continuing compliance with these standards or any other aspect of their activities or 

operations. 

 

The purchasers of the TBI and the ABL Lenders to the Second Trust should therefore not 

evaluate their purchase or lending on the basis of this certification. 

 

(bb) Risk related to Eligible Investments 

 

Eligible Investments may be subject to investment risk.  It may be the case that such Eligible 

Investments will be irrecoverable due to insolvency of a debtor under such Eligible 

Investments or of a financial institution involved in such Eligible Investments.  In such case, 

none of the transaction parties will be responsible for any consequential loss or shortfall.  

However, aforedescribed credit risk is mitigated as each Eligible Investment, at the time of 

investment, must be rated as required.  

 

(cc) Risk related to value of Purchased Vehicle 

 

On September 18, 2015, the United States Environmental Protection Agency (“EPA”) 

announced that, certain vehicles include software that circumvents EPA emissions standards 

for certain air pollutants. The software was installed on vehicles with EA 189 diesel engines 

and optimises nitrogen oxides (NOx) emissions when the vehicles are operated on a test 

bench.  

On December 10, 2015, Volkswagen announced that it has presented specific technical 

measures for the EA 189 diesel engines to the German Federal Motor Transport Authority 

(Kraftfahrt-Bundesamt, “KBA”). On December 16, 2015, Volkswagen announced that the 

presented technical measures have been approved by the KBA. These measures apply to 

Europe (EU-28 markets). After the measures have been implemented, the vehicles will fulfil 

the duly applicable emissions standards, with the aim to avoid any impairment of engine 

output, fuel consumption or performance.  

 

The Arrangers have been advised by Volkswagen AG that, based on Volkswagen AG's 

current knowledge, the residual values of the vehicles fitted with EA 189 diesel engine have 

not been adversely affected in many European major markets. However, it cannot be 

excluded that the residual value of the vehicles fitted with EA 189 diesel engine may 

decrease in the future, so that it cannot be ruled out that the realization proceeds of vehicles 

fitted with EA 189 diesel engine could be lower than expected following the termination of 

the Auto Loan Agreements due to the delinquency of the respective Obligors. 

 

At the date of this Information Memorandum, there are no indications that recent 

developments will have a negative impact on payments on the Auto Loan Receivables, but 

any such negative impact cannot be ruled out.  

 

Provided, however, notwithstanding the result of above global level investigation, VWFSJ 

has confirmed that, Volkswagen's official importers in Japan (Volkswagen Group Japan KK 
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and Audi Japan KK) have not sold and will not sell any vehicles that have been so far 

identified, through the investigation, as having actual or potential emission issues (including 

but not limited to vehicles with EA 189 diesel engines). Therefore, the Auto Loan 

Receivables, as of the Initial Cut-off Date, do not include any loans that financed such 

vehicles with emission issues and will not include such loans in the future. 

 

 

5. Other Matters 

 

(1) Usage of proceeds 

SSEC, as Initial Beneficiary of the Second Trust, will receive the redemption of the Beneficial 

Interests of the Second Trust from the Asset Backed Loans to the Second Trust and from the sales 

proceeds of the TBI.  It will apply such redemption amount and sales proceeds to the amount of 

the Asset Backed Loan to the First Trust which it lends to the Trustee of the First Trust.  The 

proceeds of the Asset Backed Loan to the First Trust will be used for the redemption of the Initial 

Senior Beneficial Interest under the First Trust Agreement. 

 

As the initial beneficiary of the Initial Senior Beneficial Interest under the First Trust Agreement, 

VWFSJ will receive such redemption amount and use such proceeds as working capital. 

 

(2) Certification by TSI  

 

TSI will grant VWFS, the parent company of VWFSJ, a certificate entitled “CERTIFIED BY TSI 

– DEUTSCHER VERBRIEFUNGSSTANDARD”, which may be used as a quality label for the 

Transaction. 

 

The certification label has been officially registered as a trademark and will be licensed to VWFS  

if the Transaction meets, inter alia, the following conditions: 

 

(a) compliance with specific requirements regarding the trust involved in the Transaction; 

 

(b) use of a trust managed as a special fund which is domiciled within the European Union or in 

a country which is an OECD member or partner country; 

 

(c) VWFS must agree to the general certification conditions, including the annexes, and must 

pay a certification fee; 

 

(d) VWFS must accept TSI’s disclosure and reporting standards, including the publication of the 

investor reports, offering circular and the declaration of undertaking issued by VWFS on the 

True Sale International GmbH website (www.true-sale-international.de); and 

 

(e) VWFS must confirm that the main quality criteria of the “CERTIFIED BY TSI – 

DEUTSCHER VERBRIEFUNGSSTANDARD” label, particularly with regard to lending 

and servicing standards, are maintained throughout the duration of the Transaction. 

 

Certification by TSI is not a recommendation to buy, sell or hold the TBI or the Asset Backed 

Loans to the Second Trust.  TSI’s certification label will be issued on the basis of an assurance 

given to TSI by VWFS, as of the date of this Information Memorandum that, throughout the 

duration of the Transaction, it will comply with: 

 

(a) the reporting and disclosure requirements of TSI, and 

 

http://www.true-sale-international.de/
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(b) the main quality criteria of the “CERTIFIED BY TSI – DEUTSCHER 

VERBRIEFUNGSSTANDARD” label, in particular regarding the loan and servicing 

standards. 

 

TSI will rely on the above-mentioned declaration of undertaking and will not make any 

investigations or examinations in respect of the declaration of undertaking, the Transaction or 

parties to the Transaction and disclaims any responsibility for monitoring these parties' continuing 

compliance with these standards by the parties concerned or any other aspect of their activities or 

operations. 
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PART 2. 

INFORMATION REGARDING THE TRUST ASSETS 

 

I. Summary of Trust Assets 

1. Outline of Legal Structure of Trust Assets 

The Civil Code, the Companies Act (Law No. 86 of 2005, as amended), the Trust Act and certain 

other acts apply to the rights and duties of the Trustor of the First Trust, the Trustee of the First 

Trust, the Trustor of the Second Trust and the Trustee of the Second Trust, as well as, the 

Bankruptcy Act, the Civil Rehabilitation Act, the Corporate Reorganization Act and other 

applicable insolvency laws.  The Financial Instruments and Exchange Act will apply to SSEC and 

BNPP as financial instruments business operators thereunder.  The Money Lending Business Act 

will apply to SSEC as lender under the Asset Backed Loan to the First Trust.  The Trust Business 

Act applies to the Trustee of the First Trust and the Trustee of the Second Trust.   

 

The Financial Instruments and Exchange Act will apply to the offering of the TBI.  The Civil 

Code, the Companies Act and the Trust Act will apply with respect to the consideration of the 

validity of the Beneficial Interests under civil laws and regulations.  In addition, the Trust 

Business Act applies to the TBI, since such act will apply to the Trustee. 

 

The entrustment of the Auto Loan Receivables from the Trustor of the First Trust to the Trustee 

of the First Trust is to be perfected against third parties by way of registration of the transfer of 

receivables under the Perfection Act after such entrustment.  Upon the occurrence of a Servicer 

Replacement Event or a Sub-Servicer Replacement Event, the Trustor of the First Trust will 

promptly perfect the transfer of receivables against the Obligors by sending the Obligors a notice 

of the entrustment.  If the Trustor of the First Trust fails to send such notice, the Trustee of the 

First Trust may notify the Obligors of such entrustment. 

 

The entrustment of the Loan Receivables from the Trustor of the Second Trust to the Trustee of 

the Second Trust is to be perfected against the underlying obligor and third parties by obtaining 

approval without objection from the Trustee of the First Trust, as borrower of the Asset Backed 

Loan to the First Trust, stamped with a certified and notarized date stamp (kakutei hizuke) under 

the Civil Code.  With respect to the entrustment of loan receivables arising under the Asset 

Backed Loan to the First Trust by SSEC, as Trustor of the Second Trust, SSEC is to send notice 

to the Trustee of the Second Trust pursuant to Paragraph 1 of Article 24 of the Money Lending 

Business Act and take other steps necessary under the Money Lending Business Act and the 

Trustee of the Second Trust is to send a notice to the Trustee of the First Trust as borrower of the 

Asset Backed Loan to the First Trust pursuant to Paragraph 2 of Article 24 of the Money Lending 

Business Act. 

 

The transfer of the Beneficial Interests of the Second Trust to assignees will be perfected by 

obtaining the approval from the Trustee of the Second Trust stamped with a certified and 

notarized date stamp (kakutei hizuke) under the Trust Act. 

 

With respect to the assets belonging to the trust assets, according to paragraph 1 of Article 23 of 

the Trust Act, except where based on a claim pertaining to an obligation covered by the trust 

assets (including a right arising with respect to the trust assets), no execution, provisional seizure, 

provisional disposition, or exercise of a security interest or an auction (excluding an auction for 

the exercise of a security interest) nor collection proceedings for delinquent national tax may be 

enforced.  Even when an order for the commencement of bankruptcy is entered against a trustee, 

no assets belonging to the trust assets will be included in the bankruptcy estate (Article 25 of the 

Trust Act). 
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The TBI is not a beneficial interest to be issued as a certificate of beneficial interest under the 

trust with a certificate of beneficial interest as provided in Article 185 of the Trust Act, but a 

beneficial interest to be deemed as “securities” under item 1, paragraph 2 of Article 2 of the 

Financial Instruments and Exchange Act. 

 

2. Characteristics of Trust Assets 

 

The Trust Assets of the First Trust consist of Auto Loan Receivables, money to be entrusted, the 

investment earnings from Eligible Investments, all rights under the agreements to which the 

Trustee of the First Trust is a party and other assets which are provided by Article 16 of the Trust 

Act, as trust assets.  The primary assets of the First Trust are the Auto Loan Receivables. 

 

The Trust Assets of the Second Trust consist of Loan Receivables from the Asset Backed Loan to 

the First Trust.  The payment of the interest on and the principal of the Asset Backed Loan to the 

First Trust will be made by the Trustee of the First Trust from the Trust Assets of the First Trust. 

 

3. History of Trust Assets 

 

The main assets of the First Trust, the Auto Loan Receivables, are to be entrusted by the Trustor 

of the First Trust on the Trust Commencement Date.  On the Cash Entrustment Date, cash is to be 

entrusted by the Trustor of the First Trust to the Trustee of the First Trust.  After the Trust 

Commencement Date, but during the Revolving Period, the Additional Auto Loan Receivables 

will be entrusted by the Trustor of the First Trust.  Other assets belonging to the Trust Assets of 

the First Trust after the Trust Commencement Date are the investment earnings from Eligible 

Investments and assets which are provided by Article 16 of the Trust Act, as trust assets. 

 

The Loan Receivables are to be entrusted on the Drawdown Date to the Trustee of the Second 

Trust, which will be the Trust Commencement Date of the Second Trust.  Under the Second Trust, 

no assets are scheduled to be entrusted after the Trust Commencement Date of the Second Trust.  

The assets which are provided by Article 16 of the Trust Act, as trust assets, will be the Trust 

Assets of the Second Trust after the Trust Commencement Date of the Second Trust.  

 

4. Management of the Trust Assets 

(1) Related parties regarding the Trust Assets 

 

The Trustee of the First Trust will manage, invest and dispose of the Trust Assets of the First 

Trust in accordance with the First Trust Agreement.  The Trustee of the First Trust will 

delegate some of its trust business to the Trustor of the First Trust, as Servicer.  The Servicer 

will delegate to the Sub-Servicer a part of trust business delegated to it from the Trustee of 

the First Trust. 

 

The Trustee of the Second Trust will manage the Trust Assets of the Second Trust in 

accordance with the Second Trust Agreement. 

 

(2) Management, investment and disposition of the Trust Assets 

 

(a) Summary of management of the Trust Assets under the First Trust Agreement 

 

The Trustee of the First Trust will carry out the following as trustee of the First Trust in 

addition to the other duties provided for in the First Trust Agreement and any business 

related thereto: 

 

(i) administration, collection and disposition of the Auto Loan Receivables 

constituting the Trust Assets of the First Trust; 
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(ii) investment of the money contained in the Trust Assets of the First Trust in 

accordance with the First Trust Agreement; and 

 

(iii) actions necessary to maintain, improve and utilize the Trust Assets of the First 

Trust. 

 

The following will not be included in the scope of business to be performed by the Trustee 

of the First Trust: 

 

(i) where the Trustee of the First Trust carries out any action strictly in accordance 

with instructions, directions or requests of the Subordinated Beneficiary or its 

agent, consideration of the rationality of such instructions, directions or requests 

and the results of carrying out such instructions, directions or request; 

 

(ii) where the Trustee of the First Trust seeks advice from lawyers, certified public 

accountants, certified tax accountants or other professionals or where the Trustee 

of the First Trust delegates to any of the trust business (except in relation to 

collection of the Auto Loan Receivables) to any of them, consideration of such 

advice or supervision or administration of such delegation; provided, however, that 

the Trustee of the First Trust is responsible for the selection and appointment of 

lawyers, certified public accountants and certified tax accountants and other 

professionals; and  

 

(iii) the administration and supervision of any act of the Trustor of the First Trust 

(except for any act of the Trustor of the First Trust as Servicer), the Subordinated 

Beneficiary and its agent.  

 

The Trustee of the First Trust will delegate to the Trustor of the First Trust, in accordance 

with the appointment by the Trustor of the First Trust, as the Subordinated Beneficiary, the 

administration of the Trust of the First Trust and any other matters incidental thereto as set 

out in the First Trust Agreement to the extent permitted by Applicable Laws.  Such 

delegation will be governed by the Servicing Agreement and the Trustor of the First Trust 

will act as the Servicer thereunder.  If, and to the extent that, any conflict exists between the 

First Trust Agreement and the Servicing Agreement, the Servicing Agreement will prevail.    

 

Certain items of the administration of the Trust of the First Trust will be delegated to the 

Trustor of the First Trust as Servicer as follows: 

 

(i) the collection and administration of the Auto Loan Receivables, to the extent 

permitted by Applicable Law, including receiving the Collections, corresponding 

and negotiating with the Obligors in respect of the Auto Loan Receivables or in 

respect of defences raised by the Obligors relating thereto, and, where applicable, 

liaising and negotiating with the Dealers in respect of the Dealer Contracts; 

 

(ii) transferring the Collections from its own bank account to the Trust Management 

Account; 

 

(iii) preparing the Monthly Report and submitting it to the Trustee of the First Trust on 

the Reporting Date, and submitting copies thereof to each of the Rating Agencies 

and any other person in accordance with the Servicing Agreement, keeping 

custody of and maintaining the Auto Loan Receivables and the Related 

Documents in accordance with the Servicing Agreement; and   
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(iv) any other matters incidental thereto and otherwise provided for under the 

Servicing Agreement. 

 

With respect to the administration of the Auto Loan Receivables and other related business 

delegated by the Trustee of the First Trust to the Servicer and the Sub-Servicer, See Part 2 

(Information Regarding the Trust Assets), II. (Summary of the Assets Constituting the Trust 

Assets), item 2. (Collection of Assets Constituting the Trust Assets). 

 

(b) Summary of management of the Trust Assets under the Second Trust Agreement 

 

The Trustee of the Second Trust will carry out the following business as trustee of the 

Second Trust in addition to the other duties provided in the Second Trust Agreement and any 

business related thereto: 

 

(i) administration of the Loan Receivables constituting the Trust Assets of the Second 

Trust; and 

 

(ii) actions necessary to maintain the Trust Assets of the Second Trust. 

 

The following will not be included in the business to be performed by the Trustee of the 

Second Trust: 

 

(i) where the Trustee of the Second Trust carries out any action strictly in accordance 

with instructions, directions or requests of a Beneficiary of the Second Trust 

and/or an ABL Lender to the Second Trust, or their respective agents, 

consideration of the rationality of such instructions, directions or requests and the 

results of carrying out such instructions, directions or requests; 

 

(ii) where the Trustee of the Second Trust seeks advice from lawyers, certified public 

accountants, certified tax accountants or other professionals or where the Trustee 

of the Second Trust delegates any of the trust business to any of them, 

consideration of such advice or supervision or administration of such delegation; 

provided, however, that the Trustee of the Second Trust is responsible for the 

selection and appointment of lawyers, certified public accountants and certified tax 

accountants and other professionals; and 

 

(iii) the administration and supervision of any act made by the Trustor of the Second 

Trust, the Beneficiaries of the Second Trust and their respective agents. 

 

The Trustee of the Second Trust may delegate to a third party the administration of the Trust 

of the Second Trust and any other matters incidental thereto to the extent permitted by and in 

accordance with all Applicable Laws. 

 

(c) Obligations of the Trustees 

 

(i) Obligations of the Trustee of the First Trust 

 

The Trustee of the First Trust will carry on its trust business faithfully for the 

Subordinated Beneficiary with the due care of a prudent manager in accordance with 

the First Trust Agreement and Applicable Laws. 

 

The Trustee of the First Trust may take any act or action, including the actions set forth 

below, that the Trustee of the First Trust may carry out in the course of administering 

trust affairs of the First Trust based on the Trustee of First Trust's powers as a trustee, if 

the Trustee of the First Trust's failure to carry out such an act would be contrary to the 
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interests of the Subordinated Beneficiary for the account of its own property or any of 

its Interested Parties, to the extent that it does not conflict with the interests of the 

Subordinated Beneficiary of the First Trust and is permitted under the Trust Act and 

other Applicable Laws: 

 

(a) lending money to the Obligors; 

 

(b) receiving claims from the Obligors other than the Auto Loan Receivables; 

 

(c) accepting entrustment of claims which are similar to the Auto Loan Receivables; 

and 

 

(d) receiving and disposing claims which are similar to the Auto Loan Receivables. 

 

The Subordinated Beneficiary will confirm that the powers, the authorities, the duties 

and obligations of the Trustee of the Second Trust as set forth under the Second Trust 

Agreement does not create any conflict of interest with the Subordinated Beneficiary. 

 

Unless otherwise provided for in the First Trust Agreement, the Trustee of the First 

Trust need not give any notice under Paragraph 3 of Article 31 or Paragraph 2 of 

Article 32 of the Trust Act or any other reports or notices to the Subordinated 

Beneficiary; provided, however, that this will not apply if the Trustee of the First Trust 

breaches any Applicable Law or if not giving notice would (objectively) cause material 

damage to the Subordinated Beneficiary and the Trustee of the Second Trust.  In such 

case, the Trustee of the First Trust will give the relevant notice to the Subordinated 

Beneficiary and the Trustee of the Second Trust. 

 

The Trustee of the First Trust will not be liable to the Subordinated Beneficiary for any 

loss or damage suffered by the Subordinated Beneficiary or in relation to the Trust 

Assets of the First Trust irrespective of the reasons therefor to the extent that it carries 

on the trust business in accordance with the First Trust Agreement and Applicable 

Laws; provided, however, that it will not apply to the case where the Trustee of the 

First Trust is liable in accordance with Article 23 of the Trust Business Act.   

 

Except to the extent expressly provided in the First Trust Agreement to the contrary, the 

liabilities of the Trustee of the First Trust thereunder will be limited to the Trust Assets 

of the First Trust and under no circumstances will any person have any recourse to any 

asset of the Trustee of the First Trust (including the assets of other trusts for which the 

Trustee of the First Trust acts as trustee, including, but not limited to, the Second Trust) 

other than the Trust Assets of the First Trust; provided, however, to the extent that the 

Subordinated Beneficiary, the Trust Assets of the First Trust or the Trustee of the 

Second Trust incur any damages or losses as a result of the negligence or wilful 

misconduct of the Trustee of the First Trust, the Trustee of the First Trust will be liable 

from its own property. 

 

The Trustee of the First Trust will provide public notice (koukoku) under the First Trust 

Agreement by publishing the relevant information in the Nikkan Kogyo Shimbun 

published in Tokyo, unless otherwise provided for under Applicable Laws. The timing 

requirements for providing such public notices will be determined in accordance with 

Applicable Laws. 

 

(ii) Obligations of the Trustee of the Second Trust 
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The Trustee of the Second Trust will carry on its trust business faithfully for the benefit 

of the Beneficiaries of the Second Trust with the due care of a prudent manager in 

accordance with the Second Trust Agreement and Applicable Law. 

 

The Trustee of the Second Trust may take any act or action, including the following 

actions set forth below, that it may carry out in the course of administering trust affairs 

of the Second Trust based on its powers as a trustee, if its failure to carry out such an 

act would be contrary to the interests of a beneficiary for the account of its own 

property or any of its Interested Parties, to the extent that it does not conflict with the 

interests of the Beneficiary of the Second Trust and is permitted under the Trust Act 

and other Applicable Laws: 

 

(a) lending money to the Obligors; 

 

(b) receiving claims to the Obligors other than the Auto Loan Receivables; 

 

(c) accepting entrustment of claims which are similar to the Auto Loan Receivables;  

 

(d) receiving and disposing claims which are similar to the Auto Loan Receivables;  

 

(e) accepting entrustment of claims which are similar to the Loan Receivables; and  

 

(f) receiving and disposing claims which are similar to the Loan Receivables. 

 

Each Beneficiary of the Second Trust hereby will confirm that the powers, the 

authorities, the duties and obligations of the Trustee of the First Trust as set forth under 

the First Trust Agreement do not create any conflict of interests with any of the 

Beneficiaries of the Second Trust. 

 

Unless otherwise provided for in the Second Trust Agreement, the Trustee of the 

Second Trust need not give any notice under Paragraph 3 of Article 31 and Paragraph 2 

of Article 32 of the Trust Act and any other reports or notices to the Beneficiary of the 

Second Trust; provided, however, that this will not apply if the Trustee of the Second 

Trust breaches any Applicable Law or if not giving notice would (objectively) cause 

material damage to the Beneficiary of the Second Trust and the ABL Lenders to the 

Second Trust.  In such case, the Trustee of the Second Trust will give the relevant 

notice to the Beneficiary of the Second Trust and the ABL Lenders to the Second Trust. 

 

The Trustee of the Second Trust will not be liable to the Beneficiaries of the Second 

Trust and the ABL Lenders to the Second Trust for any losses or damages suffered by 

the Beneficiaries of the Second Trust and the ABL Lenders to the Second Trust or in 

relation to the Trust Assets of the Second Trust irrespective of the reasons therefor to 

the extent that it carries on the trust business in accordance with the Second Trust 

Agreement and Applicable Law; provided, however, that this will not apply to the case 

where the Trustee of the Second Trust is liable in accordance with Article 23 of the 

Trust Business Act.   

 

Except to the extent expressly provided in the Second Trust Agreement to the contrary, 

the liabilities of the Trustee of the Second Trust under the Second Trust Agreement will 

be limited to the Trust Assets of the Second Trust and under no circumstances will any 

person have any recourse to any asset of the Trustee of the Second Trust (including the 

assets of other trusts for which the Trustee of the Second Trust acts as trustee, 

including, but not limited to, the First Trust) other than the Trust Assets of the Second 

Trust; provided, however, to the extent that the Beneficiaries of the Second Trust, the 

ABL Lenders to the Second Trust or the Trust Assets of the Second Trust incur any 
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damages or losses as a result of the negligence or wilful misconduct of the Trustee of 

the Second Trust, the Trustee of the Second Trust will be liable from its own property. 

 

The Trustee of the Second Trust will provide public notice (koukoku) under the Second 

Trust Agreement by publishing the relevant information in the Nikkan Kogyo Shimbun 

published in Tokyo, unless otherwise provided for under Applicable Laws. The timing 

requirements for providing such public notices will be determined in accordance with 

Applicable Laws. 

 

(d) Management of cash in the Trust Assets  

 

(i) Bank Accounts 

 

The Trustee of the First Trust will establish (on or before the Trust Commencement 

Date) the Trust Management Account with a Qualified Bank and the ledgers as set forth 

in the First Trust Agreement in the Trust Management Account.  If the bank at which 

such Trust Management Account is held is no longer a Qualified Bank, the Trustee of 

the First Trust will promptly (but in any case within thirty (30) calendar days) open 

another Trust Management Account with another Qualified Bank and transfer all 

moneys then held in the existing Trust Management Account to the new Trust 

Management Account. 

 

The Trustee of the Second Trust will establish (on or before the Trust Commencement 

Date of the Second Trust) the Collection Account with a Qualified Bank and the ledger 

as set forth in the Second Trust Agreement in the Collection Account.  If the bank at 

which such Collection Account is held is no longer a Qualified Bank, the Trustee of the 

Second Trust will promptly (but in any case within thirty (30) calendar days) open 

another Collection Account with another Qualified Bank and transfer all moneys then 

held in the existing Collection Account to the new Collection Account. 

 

(ii) Eligible Investments 

 

The First Trust Agreement provides that the Trustee of the First Trust may invest the 

cash contained in the Trust Assets of the First Trust in Eligible Investments, separately 

from or jointly with the cash belonging to other trusts which are held by the Trustee of 

the First Trust and are being invested in the same manner, for the purpose of reasonably 

contributing to the safe and efficient investment of such cash and on the understanding 

that the Trust Assets of the First Trust will not be harmed thereby.  The Trustee of the 

First Trust will not be prohibited from delegating such investment to any financial 

institution which is an Interested Party of the Trustee of the First Trust to the extent 

permitted by Applicable Laws. 

 

(iii) Distribution of the Trust Assets during the Trust Period 

 

A. The First Trust 

 

On each Trust Calculation Date during the Trust Period, the Trustee of the First Trust 

will conduct a calculation of the Trust Assets of the First Trust and calculate the 

Available Distribution Amount and transfer such Available Distribution Amount from 

the Trust Collection Ledger to the Expenses Distribution Ledger (or, solely in the case 

of (g) below, to the Cash Collateral Ledger) in accordance with the following 

provisions and order.  On the First Trust Payment Date immediately following such 

Trust Calculation Date, the Trustee of the First Trust will pay (or, solely in the case of 

the Costs of the Second Trust in (d) below, to the relevant payees of such amount 

directly, solely in the case of (g) below, reserve in the Cash Collateral Ledger, and 
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solely in the case of (h)(i) below, redeem the Additional Senior Beneficial Interest by) 

such amount in accordance with the following provisions and order: 

 

(a) first, an amount necessary for the payment of all taxes and public charges to be 

paid to the relevant public authority by the immediately following First Trust 

Payment Date; 

 

(b) second, an amount necessary for the payment of all Fees for the Trustee of the 

First Trust to be paid to the Trustee of the First Trust by the immediately following 

First Trust Payment Date; 

 

(c) third, an amount necessary for the payment of the Servicing Fee to be paid to the 

Servicer by the immediately following First Trust Payment Date; 

 

(d) fourth, an amount necessary for the payment of the Trust Expenses of the First 

Trust as provided in the First Trust Agreement (including the Rating Fees, Costs of 

the Second Trust and those fees not otherwise covered by (b) or (c) above) to be 

paid to the relevant party by the immediately following First Trust Payment Date 

(including any amounts advanced by the Trustee of the First Trust pursuant to the 

First Trust Agreement); 

 

(e) fifth, an amount necessary for the payment of overdue and unpaid interest on the 

Asset Backed Loan to the First Trust (if any) to be paid to the Trustee of the 

Second Trust by the immediately following First Trust Payment Date; 

 

(f) sixth, an amount necessary for the payment to the Trustee of the Second Trust of 

interest on the Asset Backed Loan to the First Trust accruing during the relevant 

Interest Calculation Period; 

 

(g) seventh, an amount necessary to top up the balance thereof until it is equal to the 

Cash Collateral Ledger Target Balance;  

 

(h) eighth,  

 

(i) prior to the expiration of the Revolving Period, an amount necessary for the 

redemption of any Additional Senior Beneficial Interest; 

 

(ii) following the expiration of the Revolving Period and prior to the occurrence 

of an Early Amortization Event, an amount necessary for the payment to the 

Trustee of the Second Trust of the Asset Backed Loan Principal Payment 

Amount for the relevant First Trust Payment Date; and 

 

(iii) following the occurrence of an Early Amortization Event, an amount 

necessary for the payment to the Trustee of the Second Trust of the remaining 

principal balance of the Asset Backed Loan to the First Trust;  

 

(i) ninth, an amount necessary for the payment to the Trustee of the First Trust of any 

Indemnified Amounts which are not compensated by the Trustor of the First Trust;   

 

(j) tenth, an amount necessary for the payment to the Subordinated Beneficiary of the 

Subordinated Beneficial Principal Payment Amount for the relevant First Trust 

Payment Date; and 
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(k) eleventh, if any amount remains in the Trust Collection Ledger after the transfers 

under items (a) to (j) above on the Trust Calculation Date, the Trustee of the First 

Trust will: 

 

(i) prior to the expiration of the Revolving Period, then (x) if a transfer is made 

under (j) above, such remaining amount will be transferred to the Expenses 

Distribution Ledger for payment to the Subordinated Beneficiary as a 

payment of earnings on the Subordinated Beneficial Interest, and such 

payment will be made on the First Trust Payment Date immediately following 

such Trust Calculation Date or (y) if no transfer is made under (j) above, such 

remaining amount will be carried forward to the next Trust Calculation Date; 

 

(ii) following the expiration of the Revolving Period and prior to the occurrence 

of an Early Amortization Event, then such remaining amount will be 

transferred to the Expenses Distribution Ledger for payment to the 

Subordinated Beneficiary as a payment of earnings on the Subordinated 

Beneficial Interest, and such payment will be made on the First Trust 

Payment Date immediately following such Trust Calculation Date; and  

 

(iii) following the occurrence of an Early Amortization Event, the remaining 

amount in the Trust Collection Ledger will be carried forward to the next 

Trust Calculation Date.  

 

If the funds available for each payment (including taxes, Trust Expenses and any 

payments on behalf of the First Trust) under the First Trust Agreement are less than the 

total amount to be paid or redeemed with the same priority as such payment or 

redemption, then the available funds will be paid or redeemed in proportion to each 

such amount to be paid or redeemed with the same priority.   

 

If the outstanding amount of cash in the Expenses Distribution Ledger after all transfers 

on the Trust Calculation Date is less than the amount necessary to pay under (a) 

through (f) above, the Trustee of the First Trust will release cash from the Cash 

Collateral Ledger to cover any shortfalls in the amounts payable on the First Trust 

Payment Date immediately after such Trust Calculation Date. 

 

B. The Second Trust  

 

(i) On each Trust Calculation Date during the Trust Period, the Trustee of the Second 

Trust will conduct a calculation on the Trust Assets of the Second Trust and calculate 

the expected amount of cash in the Collection Account on the immediately following 

Second Trust Payment Date based on the Trust Assets Status Report delivered by the 

Trustee of the First Trust on the same date and, (ii) on the immediately following 

Second Trust Payment Date, (x) transfer such amount to the Payment Ledger and (y) 

distribute such amount in accordance with the following provisions and order. If any 

cash remains after distribution and payment in accordance with (a) to (g) below, such 

amount will be held in the Collection Account and carried forward to the immediately 

following Trust Calculation Date: 

     

(a) first, an amount necessary for the payment of all taxes and public charges to be 

paid to the relevant public authority by the immediately following Second Trust 

Payment Date; 

 

(b) second, an amount necessary for the payment of all Fees for the Trustee of the 

Second Trust to be paid to the Trustee of the Second Trust by the immediately 

following Second Trust Payment Date; 
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(c) third, an amount necessary for the payment of the Trust Expenses of the Second 

Trust (other than fees already covered by (b) above) to be paid to the relevant 

party by the immediately following Second Trust Payment Date (including any 

amounts advanced by the Trustee of the Second Trust  pursuant to the Second 

Trust Agreement); 

 

(d) fourth, an amount necessary for the payment of overdue and unpaid dividends to 

the Beneficiaries of the Second Trust and overdue and unpaid interest on the Asset 

Backed Loans to the Second Trust (if any) to be paid to the relevant party by the 

immediately following Second Trust Payment Date; 

 

(e) fifth, an amount necessary for payment to the Beneficiaries of the Second Trust of 

dividends and to the ABL Lenders to the Second Trust of interest on the Asset 

Backed Loans to the Second Trust accruing during the relevant Interest 

Calculation Period ending on the immediately following Second Trust Payment 

Date; 

 

(f) sixth, upon the expiration of the Revolving Period, an amount necessary for 

payment to the Beneficiaries of the Second Trust and to the ABL Lenders to the 

Second Trust in proportion to the Principal Balance of the Beneficial Interests of 

the Second Trust and the Principal Balance of the Asset Backed Loans to the 

Second Trust; and  

 

(g) seventh, an amount necessary for payment to the Trustee of the Second Trust of 

any Indemnified Amounts which are not compensated by the Trustor of the 

Second Trust. 

 

If the funds available for each payment (including taxes, Trust Expenses and any 

payments on behalf of the Second Trust) in the above is less than the total amount to be 

paid or distributed with the same priority as such payment, then the available funds will 

be paid or distributed in proportion to each such amount to be paid or distributed with 

the same priority. 

 

C. Taxes, Public Charges and other Expenses of the First Trust and the Second Trust and 

Fees for the Trustee 

 

The Trustee will pay out of the Trust Assets of the relevant Trust taxes and other public 

charges pertaining to the Trust Assets of the relevant Trust. 

 

The Trust Expenses of the relevant Trust incurred by it from time to time which are 

reasonable and necessary for the administration of the Trust in accordance with the 

respective Trust Agreement will be paid from the Trust Assets of the First Trust in the 

case of the First Trust and from the Trust Assets of the Second Trust, in the case of the 

Second Trust; provided, however, that the Trust Expenses of the First Trust include the 

Rating Fees and the Cost of the Second Trust.  If no Insolvency Event has occurred 

with respect to the Subordinated Beneficiary and the Trust Assets of the First Trust fall 

short of (or are expected to fall short of) the amount required for such payment amount, 

the Trustee of the First Trust may request the Subordinated Beneficiary to pay such 

shortfall; provided, further, that such amount may not be charged to the Trustee of the 

Second Trust. If the Trust Assets of the Second Trust fall short of (or are expected to 

fall short of) the amount required for such payment amount, the Trustee of the Second 

Trust may request the Trustee of the First Trust to pay such shortfall.  If the Trustee of 

the First Trust is requested by the Trustee of the Second Trust to pay the shortfall 

(including any expected shortfall) of the Trust Expenses of the Second Trust, the 
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Trustee of the First Trust will be entitled to claim that shortfall from the Subordinated 

Beneficiary, subject to no Insolvency Event having occurred with respect to the 

Subordinated Beneficiary. 

 

The Trustor of the First Trust will, on the Trust Commencement Date of the Second 

Trust, pay the Trustee of the First Trust, in its capacity as Trustee of the First Trust and 

as Trustee of the Second Trust, the amount separately agreed between the Trustor of the 

First Trust and the Trustee of the First Trust, in its capacity as Trustee of the First Trust 

and as Trustee of the Second Trust, as the initial Trustee’s Fee. 

 

The Fees for the Trustee of the First Trust during Trust Period of the First Trust will be 

five hundred thirty four thousand seven hundred sixty four (534,764) yen (excluding 

consumption tax) for the initial Trust Calculation Period and thereafter equal to the 

product of the sum of the aggregate Discounted Principal Balance of all outstanding 

Auto Loan Receivables as of the first day of the relevant Trust Calculation Period 

multiplied by 1.0 basis points per annum (0.01) % p.a.) multiplied by a fraction of one 

over twelve (1/12), subject to a minimum aggregate payment of one hundred thousand 

(100,000) yen per month, excluding consumption tax and, will be due and payable on 

each First Trust Payment Date and the Trust Termination Date.   

 

The Fees for the Trustee of the Second Trust during the Trust Period of the Second 

Trust will be four hundred sixty three thousand four hundred sixty two (463,462) yen 

(excluding consumption tax) for the initial Trust Calculation Period and thereafter equal 

to the product of the sum of the aggregate Discounted Principal Balance of all 

outstanding Auto Loan Receivables as of the first day of the relevant Trust Calculation 

Period multiplied by 1.0 basis points per annum (0.01)% p.a.) multiplied by a fraction 

of one over twelve (1/12), subject to a minimum aggregate payment of one hundred 

thousand (100,000) yen per month, excluding consumption tax and will be included in 

the Cost of the Second Trust and paid in accordance with the First Trust Agreement. 

 

 

(e) Repurchase of the Auto Loan Receivables by the Trustor of the First Trust  

 

Trustor of the First Trust’s Obligation to Repurchase Auto Loan Receivables due to a Breach 

of Representation and Warranties, etc. 

 

A. If, during a Monthly Period,  

 

(a) any of the representations and warranties made by the Trustor of the First Trust in 

Article 5.2 of the First Trust Agreement, which relate to the Auto Loan 

Receivables are determined to be false or incorrect in any material respect as of the 

time when such representations and warranties were made; 

 

(b) in relation to the Auto Loan Receivables, it is confirmed objectively that the 

paragraph (z) of the Eligibility Criteria ceases to be met (excluding the case of (a) 

above); 

 

(c) the Trustor of the First Trust breaches certain select covenants; or 

 

(d) payment under an Auto Loan Agreement is suspended by an Obligor due to any 

defense raised by an Obligor in accordance with the Auto Loan Agreement, 

 

then the Trustor of the First Trust will give notice of the occurrence of the events set 

forth in (a), (c) and (d) above to the Trustee of the First Trust by no later than the 

Reporting Date with respect to the Monthly Period.  If the Trustor of the First Trust is 
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the Servicer, the Trustor of the First Trust will report the occurrence of such event to 

the Trustee of the First Trust by the Monthly Report in accordance with the Servicing 

Agreement.  The Trustee of the First Trust shall, upon its acknowledgement of the 

occurrence of the event set forth in (b) above, consult with the Trustor of the First Trust 

in good faith for a reasonable period with respect to recognition of the occurrence of the 

event, and after such consultation, shall give notice of the occurrence of the event to the 

Trustor of the First Trust without delay.  The Trustor of the First Trust will repurchase 

each affected Auto Loan Receivable from the Trustee of the First Trust, (x) in the case 

of the occurrence of the events set forth in (a), (c) and (d) above, on the Remittance 

Date immediately following such Reporting Date, and (y) in the case of the occurrence 

of the event set forth in (b) above, on the Remittance Date immediately following the 

date of the said notice of such event from the Trustee of the First Trust.  The repurchase 

price of such Auto Loan Receivables will be equal to the aggregate amount of the 

outstanding Discounted Principal Balance of the affected Auto Loan Receivables as of 

the last day of the Monthly Period immediately preceding such Remittance Date, plus 

the accrued and unpaid interest (including delinquent interest and other charges) up to 

but excluding such date.  The Trustor of the First Trust will pay such repurchase price 

to the Trustee of the First Trust by bank transfer to the Trust Management Account. The 

Trustee of the First Trust will make no representations, warranties or guarantees with 

respect to such repurchased Auto Loan Receivables.  Any costs associated with such 

repurchase will be borne by the Trustor of the First Trust. 

 

B. If any of the representations and warranties made by the Trustor of the First Trust in 

Article 5.1 of the First Trust Agreement were  false or incorrect in any material respect 

as of the time when such representation and warranties were made, or the Trustor of the 

First Trust breaches in material respect any of certain select covenants in any material 

respect, the Trustor of the First Trust will immediately give notice to the Trustee of the 

First Trust of the occurrence of such event and repurchase all, but not in part, 

outstanding Auto Loan Receivables, on the immediately following Remittance Date (if 

the Trustee of the First Trust has not received such notice from the Trustor of the First 

Trust on such Remittance Date, on the next Remittance Date).  The repurchase price of 

such Auto Loan Receivables will be equal to the aggregate amount of the Discounted 

Principal Balance of all outstanding Auto Loan Receivables as of the last day of the 

Monthly Period immediately preceding such Remittance Date plus the accrued and 

unpaid interest (including delinquent interest and other charges) up to but excluding 

such date.  The Trustor of the First Trust will pay such repurchase price to the Trustee 

of the First Trust by bank transfer to the Trust Management Account.  The Trustee of 

the First Trust will make no representations, warranties or guarantees with respect to 

such repurchased Auto Loan Receivables.  Any costs associated with such repurchase 

will be borne by the Trustor of the First Trust. 

 

C. Upon payment in full of the applicable repurchase price in accordance with A or B 

above, the title to the repurchased Auto Loan Receivable will be transferred to the 

Trustor of the First Trust definitively and without requiring any action on the part of the 

Trustee of the First Trust. 

 

D. If any Auto Loan Receivable is repurchased and transferred to the Trustor of the First 

Trust pursuant to the First Trust Agreement, the Trustee of the First Trust will authorize 

the Trustor of the First Trust to take all and any action necessary or appropriate to 

perfect the transfer of such Auto Loan Receivable and to exercise its right to such Auto 

Loan Receivables at its own cost and responsibility.  The Trustee of the First Trust may 

not withdraw, cancel or terminate such authorization without the prior approval of the 

Trustor of the First Trust in writing on the condition that the Trustor of the First Trust 

has performed the payment obligation of the repurchase price and complied with any 

other obligations under the First Trust Agreement. 
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Trustor of the First Trust’s Right to Repurchase Auto Loan Receivables due to Clean-up Call 

and Tax Event 

 

A Upon the Clean-up Call Conditions being satisfied and the Trustor of the First Trust 

giving a notice of that effect to the Trustee of the First Trust, the Trustor of the First 

Trust may repurchase all, but not part, of the outstanding Auto Loan Receivables by 

paying the Clean-up Call Repurchase Price to the Trustee of the First Trust by bank 

transfer to the Trust Management Account on (x) the Trust Termination Date of the 

First Trust in the event that the Clean-up Call Condition (i) is satisfied or (y) the 

following Remittance Date of the Trust Calculation Date in the event that Clean-up Call 

Condition (ii) is satisfied.  The Trustee of the First Trust will make no representations, 

warranties or guarantees with respect to the Auto Loan Receivables to be repurchased 

by way of the Clean-up Call.  Any costs associated with such repurchase will be borne 

by the Trustor of the First Trust. 

  

B. If a Tax Event occurs, then, the Trustor of the First Trust may, by giving written notice 

of the occurrence of such event to the Trustee of the First Trust, repurchase all, but not 

part, of the outstanding Auto Loan Receivables on the Remittance Date immediately 

after such date of notice (or, if the Trustee of the First Trust has not received such 

notice from the Trustor of the First Trust on such Remittance Date, on the next 

Remittance Date).  The repurchase price of such Auto Loan Receivables will be equal 

to the aggregate amount of the Discounted Principal Balance of all outstanding Auto 

Loan Receivables as of the last day of the Monthly Period immediately preceding such 

Remittance Date plus the accrued and unpaid interest (including delinquent interest and 

other charges) up to but excluding such date.  The Trustor of the First Trust will pay 

such repurchase price to the Trustee of the First Trust by bank transfer to the Trust 

Management Account.  The Trustee of the First Trust will make no representations, 

warranties or guarantees with respect to such repurchased Auto Loan Receivables.  Any 

costs associated with such repurchase will be borne by the Trustor of the First Trust. 

 

C. Upon the payment in full of the applicable repurchase price in accordance with A or B 

above, title to the repurchased Auto Loan Receivables will be transferred to the Trustor 

of the First Trust definitely and without requiring any action on the part of the Trustee 

of the First Trust. 

 

If any Auto Loan Receivable is repurchased and transferred to the Trustor of the First Trust 

pursuant to the First Trust Agreement, the Trustee of the First Trust will authorize the 

Trustor of the First Trust to take all and any action necessary or appropriate to perfect the 

transfer of such Auto Loan Receivable and to exercise its rights to such Auto Loan 

Receivables at its own cost and responsibility.  The Trustee of the First Trust may not 

withdraw, cancel or terminate such authorization without the prior approval of the Trustor of 

the First Trust in writing on the condition that the Trustor of the First Trust has performed 

the payment obligation of the repurchase price and complied with any other obligations 

under the First Trust Agreement. 

 

Trustor of the First Trust’s Obligation to Pay Compensation Amounts due to the Exercise of 

Refinance Option by an Obligor. 

 

If, during a Monthly Period, any Obligor has duly exercised its Refinance Option in 

accordance with the Auto Loan Agreement to which it is a party and the credit guideline of 

the Trustor of the First Trust, the Trustor of the First Trust, as Servicer, will report such fact 

in accordance with the Servicing Agreement on the Reporting Date with respect to such 
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Monthly Period.  In such case, the Trustor of the First Trust will pay the Compensation 

Amount to the Trustee of the First Trust by bank transfer to the Trust Management Account 

on the Remittance Date immediately following such Reporting Date, and the costs of such 

bank transfer will be borne by the Trustor of the First Trust.  Upon the payment of the 

Compensation Amount by the Trustor of the First Trust, the relevant Auto Loan Receivable 

will be deemed to have been repaid in full by such Compensation Amount. 

 

Distribution of Uncollectable Auto Loan Receivables 

 

If there are any Uncollectable Auto Loan Receivables reported on the Reporting Date, the 

Trustee of the First Trust may, subject to the terms provided below, distribute such 

Uncollectable Auto Loan Receivables to the Subordinated Beneficiary as a redemption of 

principal in kind of the Subordinated Beneficial Interests on the immediately following the 

First Trust Payment Date up to the Subordinated Principal Balance; provided, that such 

distribution of the Uncollectable Auto Loan Receivables to the Subordinated Beneficiary 

will be made prior to the distribution in accordance with I (Summary of Trust Assets), 4. 

(Management of the Trust Assets), (2) (Management, investment and disposition of the Trust 

Assets), (d) (Management of cash in the Trust Assets), (iii) (Distribution of the Trust Assets 

during the Trust Period), A. (The First Trust) above and I (Summary of Trust Assets), 4. 

(Management of the Trust Assets), (2) (Management, investment and disposition of the Trust 

Assets), (f) (Disposition of the Trust Assets) A. below and not be made after the occurrence 

of the Early Amortization Event.  The Subordinated Principal Balance will be reduced by the 

equivalent amount of the Discounted Principal Balance of the Uncollectable Auto Loan 

Receivables distributed in kind as of the date of such distribution.  If and when Uncollectable 

Auto Loan Receivables are distributed to the Subordinated Beneficiary, all rights, interests, 

title and benefits relating to such Uncollectable Auto Loan Receivables including all Related 

Security will automatically transfer, to the Subordinated Beneficiary.  Any cost associated 

with such distribution will be borne by the Subordinated Beneficiary.  The Trustee of the 

First Trust will make no representations or warranties in respect of any such distribution.  

 

(f) Disposition of the Trust Assets  

 

A. If the First Trust is terminated pursuant to the terms of the First Trust Agreement, the 

Trustee of the First Trust will dispose the Trust Assets of the First Trust in accordance 

with the First Trust Agreement by the Trust Termination Date of the First Trust; 

provided, however, (i) in the case of item (b) of the Trust Termination Event of the First 

Trust (it is ascertained that all outstanding obligations under the Asset Backed Loan to 

the First Trust will be repaid in full), it is sufficient for the Trustee of the First Trust to 

use its best efforts to dispose the Trust Assets of the First Trust to the extent necessary 

to pay items (a) to (g) below, and (ii) in the case of a Trust Termination Event of the 

First Trust for any other reason, if there is sufficient money in the Available 

Distribution Amount in the Trust Management Account on the Trust Calculation Date 

immediately preceding the Trust Termination Date of the First Trust to pay items (a) to 

(h) below, the Trustee of the First Trust shall not be required to dispose the Trust Asset 

of the First Trust in accordance with the First Trust Agreement . 

 

If the Trustee of the First Trust disposes the Trust Assets of the First Trust in 

accordance with the First Trust Agreement, it will, in order to sell the Trust Assets of 

the First Trust to a third party, which may be an Interested Party of the Trustee of the 

First Trust, at fair market value, have two or more independent third parties offer their 

desired purchase price of the Trust Assets of the First Trust to the Trustee of the First 

Trust, and sell the same to a third party who has offered the highest purchase price 

thereof.  The proceeds from such disposition will be credited to the Trust Collection 

Ledger.  For the avoidance of doubt, the Trustee of the First Trust will not be liable to 

the Subordinated Beneficiary or the Trustee of the Second Trust for finding another 
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third party who will offer a more preferable purchase price, as long as the Trustee of the 

First Trust fulfils the above procedure and is not deemed to make any material 

deviation in the exercise of its discretion.  

 

The Trustee of the First Trust will not be liable for any loss incurred by the 

Subordinated Beneficiary and the Trustee of the Second Trust or any other third party 

for the sale of the Trust Assets of the First Trust (including the determination of the 

purchase price of the Trust Assets of the First Trust for the sale) as long as the Trustee 

of the First Trust performs its obligations with due care in accordance with the 

provisions of the First Trust Agreement and Applicable Laws. 

 

On the Trust Calculation Date immediately preceding the Trust Termination Date of the 

First Trust (if the Trust Termination Event of the First Trust occurs between the Trust 

Calculation Date (excluding) and the First Trust Payment Date, then, on the next Trust 

Calculation Date, and if the Trust Termination Event of the First Trust occurs on the 

Trust Calculation Date, on such Trust Calculation Date), the Trustee of the First Trust 

will transfer all amounts in the Cash Collateral Ledger to the Trust Collection Ledger 

and calculate the amount of cash in the Trust Management Account and transfer such 

amounts to the Expenses Distribution Ledger in accordance with the following 

provisions and order and then, on the Trust Termination Date of the First Trust, pay 

such amounts in accordance with the following provisions: 

     

(a) first, an amount necessary for the payment of all taxes and public charges to be 

paid to the relevant public authorities; 

 

(b) second, an amount necessary for the payment of all Fees for the Trustee of the 

First Trust to be paid to the Trustee of the First Trust; 

 

(c) third, an amount necessary for the payment of the Servicing Fee to be paid to the 

Servicer; 

 

(d) fourth, an amount necessary for the payment of any and all outstanding Trust 

Expenses of the First Trust as provided for in the First Trust Agreement (including 

the Rating Fees, Costs of the Second Trust payable to payees of such amount 

directly, and those fees not otherwise covered by (b) or (c) above) (including any 

amounts advanced by the Trustee of the First Trust pursuant to the First Trust 

Agreement);  

 

(e) fifth, an amount necessary for the payment of overdue and unpaid interest on the 

Asset Backed Loan to the First Trust (if any) to be paid to the Trustee of the 

Second Trust; 

 

(f) sixth, an amount necessary for the payment to the Trustee of the Second Trust of 

interest on the Asset Backed Loan to the First Trust accruing during the period 

immediately prior to the Trust Termination Date of the First Trust; 

 

(g) seventh, an amount necessary for the payment to the Trustee of the Second Trust 

of the remaining principal balance of the Asset Backed Loan to the First Trust; 

 

(h) eighth, an amount necessary for the payment to the Trustee of the First Trust of 

any Indemnified Amount which has not been compensated by the Trustor of the 

First Trust; and  

 

(i) ninth, an amount necessary for the payment to the Subordinated Beneficiary of the 

Subordinated Principal Balance. 
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If the funds available for each payment (including taxes, Trust Expenses and any 

payments on behalf of the First Trust) under the First Trust Agreement are less than the 

total amount to be paid or redeemed with the same priority as such payment or 

redemption, then available funds will be paid or redeemed in proportion to each such 

amount to be paid or redeemed with the same priority.   

 

After all obligations under the Asset Backed Loan to the First Trust have been repaid in 

full and all payments required to be made pursuant to items (a) through (h) above (as 

applicable) have been made in full, all assets remaining within the First Trust, if any, 

will be distributed to the Subordinated Beneficiary as redemption of the Subordinated 

Beneficial Interests, at the aggregate Discounted Principal Balance of the Auto Loan 

Receivables if such remaining assets are the Auto Loan Receivables, and at the amount 

which the Trustee of the Second Trust reasonably considers as the fair market value of 

such asset as of Trust Termination Date of the First Trust, until the balance of the 

Subordinated Beneficiary Interest becomes zero (0), and the remaining amount, if any, 

as a distribution in kind of earnings.  Upon distribution in kind of the Auto Loan 

Receivables to the Subordinated Beneficiary, the Trustee of the First Trust will 

authorize the Subordinated Beneficiary to perfect the distribution of the Auto Loan 

Receivables and take any and all actions deemed necessary or appropriate for the 

Subordinated Beneficiary to exercise its rights thereto at the cost and responsibility of 

the Subordinated Beneficiary.  The Trustee of the First Trust may not withdraw, cancel 

or otherwise terminate such authorization without the prior approval of the 

Subordinated Beneficiary in writing; provided, however, that the Subordinated 

Beneficiary will comply with the obligations under the First Trust Agreement in any 

case. 

 

If and to the extent that any interest on, or remaining in, the principal balance of the 

Asset Backed Loan to the First Trust falls short after the distribution in accordance with 

the above, such shortfall will be borne by the Trustee of the Second Trust as a creditor 

with respect to the Asset Backed Loan to the First Trust.  

 

B On the Second Trust Payment Date, which is the Trust Termination Date of the Second      

Trust: 

 

(a) The Trustee of the Second Trust will, based on the calculation of the Trust Assets of the 

Second Trust conducted on the immediately preceding Trust Calculation Date in 

accordance with I (Summary of Trust Assets), 4. (Management of the Trust Assets), (2) 

(Management, investment and disposition of the Trust Assets), (d) (Management of 

cash in the Trust Assets), (iii) (Distribution of the Trust Assets during the Trust Period), 

B. (The Second Trust) above, transfer such amount to the Payment Ledger and pay 

such amount in accordance with I (Summary of Trust Assets), 4. (Management of the 

Trust Assets), (2) (Management, investment and disposition of the Trust Assets), (d) 

Management of cash in the Trust Assets), (iii) (Distribution of the Trust Assets during 

the Trust Period), B. (The Second Trust) above. 

 

(b) After the Principal Balance of the Beneficial Interests of the Second Trust and the 

Principal Balance of the Asset Backed Loans to the Second Trust have been reduced to 

zero and all distributions required to be paid pursuant to I (Summary of Trust Assets), 4. 

(Management of the Trust Assets), (2) (Management, investment and disposition of the 

Trust Assets), (d) (Management of cash in the Trust Assets), (iii) (Distribution of the 

Trust Assets during the Trust Period), B. (The Second Trust) above, items (a) through 

(g) above have been made in full, all assets remaining within the Second Trust, if any, 

will be distributed to the Trustor of the First Trust.  
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(g) Calculation of Trust Assets and reporting 

 

A. The Trustee of the First Trust will, by each Trust Calculation Date, conduct a 

calculation of the Trust Assets of the First Trust and calculate the Available 

Distribution Amount based on the Monthly Report delivered by the Servicer on or prior 

to the immediately preceding Reporting Date, and prepare a Trust Assets Status Report 

relating to the Trust Calculation Period containing the items required under the Trust 

Business Act and other Applicable Laws.  Then, the Trustee of the First Trust will 

deliver (or disclose by electronic means or otherwise) the Trust Assets Status Report to 

the Subordinated Beneficiary, the Trustee of the Second Trust and the Rating Agencies 

and such other persons designated by the Trustee of the Second Trust in accordance 

with the First Trust Agreement.  If the Trustee of the First Trust carries out the 

transaction provided for in Paragraph 2 of Article 29 of the Trust Business Act during a 

Trust Calculation Period, it will prepare and deliver a report setting out the status of 

such transaction to the Subordinated Beneficiary and the Trustee of the Second Trust.  

 

If the Subordinated Beneficiary and the Trustee of the Second Trust do not object to or 

query the distribution made in respect of the Trust Assets of the First Trust in 

accordance with the calculation conducted pursuant to the above within three (3) 

Business Days (provided, however, in the case of the calculation conducted in 

connection with the termination of the First Trust, one (1) month) after receiving such 

distribution, the Subordinated Beneficiary and the Trustee of the Second Trust will be 

deemed to have approved the calculation and the distribution carried out by the Trustee 

of the First Trust.  Should the Trustee of the First Trust duly receive such objection or 

query, the Trustee of the First Trust will take all necessary and appropriate steps at its 

discretion by the next Trust Calculation Date (or without delay in the case of the 

termination of the First Trust). 

 

The Trustor of the First Trust, while acting in its capacity as Servicer, will be 

responsible for the contents of the Monthly Report.  On each Trust Calculation Date, 

the Trustee of the First Trust may, in calculating the Trust Assets of the First Trust, rely 

on the Monthly Report received on or prior to the Reporting Date in respect of the 

relevant Trust Calculation  Period. 

 

B. The Trustee of the Second Trust will, by each Trust Calculation Date, conduct a 

calculation with respect to the Trust Assets of the Second Trust based on the Trust 

Assets Status Report of the First Trust delivered by the Trustee of the First Trust on the 

same date and prepare a Trust Assets Status Report of the Second Trust relating to the 

relevant Trust Calculation Period containing the items required under the Trust 

Business Act and other Applicable Laws.  Then the Trustee of the Second Trust will 

deliver (or disclose by electronic means or otherwise) the Trust Assets Status Report of 

the Second Trust, together with the corresponding copies of the Trust Assets Status 

Report of the First Trust and the Monthly Report, to the Beneficiaries of the Second 

Trust, the ABL Lenders to the Second Trust and the Rating Agencies and any other 

person who is deemed necessary by the Trustee of the Second Trust.  If the Trustee of 

the Second Trust conducts the transaction provided in Paragraph 2 of Article 29 of the 

Trust Business Act during the Trust Calculation Period, it will prepare and deliver the 

report stating the status of the transaction to the Beneficiaries of the Second Trust and 

the ABL Lenders to the Second Trust.  

 

Each Beneficiary of the Second Trust may request the Trustee of the Second Trust to 

make the Trust Assets Status Report regarding the Trust Assets of the First Trust 

submitted by the Trustee of the First Trust to the Trustee of the Second Trust available 

for inspection by the Beneficiary of the Second Trust at any time during normal 

business hours at the main office of the Trustee of the Second Trust.  
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If no Beneficiary of the Second Trust or ABL Lender to the Second Trust objects to or 

queries the distribution made in respect of the Trust Assets of the Second Trust in 

accordance with the calculation conducted pursuant to the Second Trust Agreement 

within three (3) Business Days (provided, however, in the case of the calculation 

conducted in connection with the termination of the Second Trust, one (1) month) after 

receiving such distribution, the Beneficiary of the Second Trust and the ABL Lenders 

to the Second Trust will be deemed to have approved the calculation and the 

distribution carried out by the Trustee of the Second Trust.  Should the Trustee of the 

Second Trust duly receive such objection or query, the Trustee of the Second Trust will 

take all necessary and appropriate steps in its discretion by the next Trust Calculation 

Date (or without delay in the case of the termination of the Second Trust). 

 

(3) Summary of First Trust Agreement and Second Trust Agreement  

 

(a) In addition to matters described in other parts of this document, the First Trust Agreement 

includes the following provisions (it does not mean that all provisions of the First Trust 

Agreement are included):  

  

(i) Term of Trust of the First Trust and Termination of the First Trust 

 

A. Unless otherwise provided in the First Trust Agreement, the term of the First Trust 

will commence on the Trust Commencement Date and will end on the Trust 

Termination Date of the First Trust. 

 

B. In First Trust Agreement the “Trust Termination Event of the First Trust” will 

mean the earlier of the following events:  

 

(a) the First Trust Final Maturity Date; 

 

(b) it is ascertained that all outstanding obligations under the Asset Backed Loan 

to the First Trust will be repaid in full by the Trustee of the First Trust on the 

immediately following First Trust Payment Date;  

 

(c) it is determined that the Second Trust Agreement is terminated in accordance 

with its terms;  

 

(d) the Trustor of the First Trust repurchases all outstanding Auto Loan 

Receivables in accordance with the terms of First Trust Agreement; and  

 

(e) the Trustee of the First Trust sends a written notice of the termination of the 

First Trust Agreement to the Subordinated Beneficiary and the Trustee of the 

Second Trust, informing of the occurrence of any of the following events: 

 

(i) it is legally impossible for the Trustee of the First Trust to carry out its 

obligations as trustee under the First Trust Agreement as a result of the 

occurrence of events not attributable to the Trustee of the First Trust;  

 

(ii) it has become extremely difficult or impossible for the Trustee of the 

First Trust to perform its duties under the First Trust Agreement due to 

circumstances not attributable to the Trustee of the First Trust including, 

but not limited to, changes in the Applicable Laws, and any court order 

or administrative order to terminate the First Trust; and 
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(iii) it has become extremely difficult or impossible for the Trustee of the 

First Trust to perform its duties under the First Trust Agreement, due to 

circumstances not attributable to the Trustee of the First Trust including, 

but not limited to, war, natural disasters and other so-called force 

majeure events. 

 

If any Trust Termination Event occurs, the First Trust Agreement will terminate (i) 

in the case of (a) above, on the date on which such event occurs, (ii) in the case of 

(b), (d) and (e) above, on the date of the First Trust Payment Date immediately 

following the date on which such event occurs and (iii) in the case of (c) above, 

the Second Trust Termination Date (each such date, the “Trust Termination Date 

of the First Trust”). 

 

Notwithstanding Paragraph 1 of Article 164 of the Trust Act, the First Trust will 

not be terminated by the Subordinated Beneficiary or the Trustee of the Second 

Trust. 

 

(ii) Termination and Resignation of Trustee of the First Trust 

 

A. Neither the Trustor of the First Trust nor the Subordinated Beneficiary may 

terminate the appointment of the Trustee of the First Trust (notwithstanding the 

provisions in Paragraph 1 of Article 58 of the Trust Act) unless such termination is 

in accordance with the First Trust Agreement or Paragraph 4 of Article 58 of the 

Trust Act. 

 

If the Trustee of the Second Trust is dismissed in accordance with the Second 

Trust Agreement, the Trustee of the First Trust will be dismissed at the same time 

without requiring any further action on the part of the Trustor of the First Trust 

under the First Trust Agreement.  Furthermore, if any of the following events  

occurs with respect to the Trustee of the First Trust, the Trustee of the Second 

Trust in its capacity as a creditor with respect to the Asset Backed Loan to the First 

Trust may dismiss the Trustee of the First Trust by notifying the Trustee of the 

First Trust and the Rating Agencies  in writing of such dismissal: 

 

(a) the Trustee of the First Trust fails to perform its payment obligations under 

the First Trust Agreement and fails to remedy such failure within three (3) 

Business Days after the due date of such payment, except where such failure 

is due to a shortfall of cash in the Trust Assets of the First Trust; 

 

(b) the Trustee of the First Trust fails to perform in any material respect its 

obligations under the First Trust Agreement other than the payment 

obligations described in (a) above, and fails to remedy such failure within 

thirty (30) calendar days after the receipt of a written notice from the Trustee 

of the Second Trust; 

 

(c) any representations and warranties made by the Trustee of the First Trust 

under the First Trust Agreement are determined to be false or incorrect in any 

material respect with reference to the facts as of the Trust Commencement 

Date;  

 

(d) an Insolvency Event occurs with respect to the Trustee of the First Trust; or 

 

(e) an administrative disposition is applied against the Trustee of the First Trust 

which may adversely interfere with its capacity to perform its obligations in 

relation to the First Trust under the First Trust Agreement or the Trust Act. 
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B. Upon providing notice to the Subordinated Beneficiary and the Trustee of the 

Second Trust, the Trustee of the First Trust may resign from its position as trustee 

to the First Trust upon the occurrence of any of the following events: 

 

(a) the Trustee of the First Trust decides to cease carrying on its trustee business 

in Japan; 

 

(b) it has become extremely difficult or impossible for the Trustee of the First 

Trust to perform its duties under the First Trust Agreement; 

 

(c) the Trustee of the First Trust selects a qualified third party which meets the 

Trustee Eligibility Criteria and which has been approved by the Subordinated 

Beneficiary and the Trustee of the Second Trust (such approval not to be 

unreasonably withheld or delayed) to act as a Successor Trustee; or 

 

(d) the Trustee of the Second Trust resigns from its position as trustee to the 

Second Trust in accordance with the Second Trust Agreement. 

 

If the Trustee of the First Trust is dismissed or resigns pursuant to the First Trust 

Agreement (except for (c) of B above), the Successor Trustee will be appointed in 

accordance with the Second Trust Agreement and will act as successor to the 

Trustee of the First Trust in accordance with the provisions thereof. 

 

Notwithstanding the provisions set forth therein, no termination or resignation of 

the Trustee of the First Trust will take effect until the Successor Trustee has been 

appointed and accepted such appointment and succeeded to and assumed the rights 

and obligations thereof under the First Trust Agreement from the Trustee of the 

First Trust.  For the avoidance of doubt, until the Successor Trustee accepts the 

appointment as trustee of the First Trust, the Trustee of the First Trust will 

continue to perform its duties under the First Trust Agreement and will receive the 

applicable Fees for the Trustee of the First Trust during the relevant period. 

 

Upon its termination or resignation, the Trustee of the First Trust will promptly 

settle the existing rights and obligations of the Trustee of the First Trust as against 

the Trustor of the First Trust, the Subordinated Beneficiary and the Trustee of the 

Second Trust and deliver to the Successor Trustee or to a person designated by the 

Trustor of the First Trust, all records, files, and information held in accordance 

with the First Trust Agreement.  The Trustee of the First Trust will transfer any 

and all moneys held in the account established under the First Trust Agreement 

and any other moneys held under the First Trust Agreement to new account in 

accordance with the terms of the First Trust Agreement as specified by the 

Successor Trustee and notify the Trustor of the First Trust, in its capacity as 

Servicer, and the Sub-Servicer, if any, of such accounts.  The Trustee of the First 

Trust will effectively transfer the title to the Trust Assets of the First Trust 

(including the Auto Loan Receivables) to the Successor Trustee and take any and 

all proceedings required for the perfection of such title and the transfer thereof.  

All costs and expenses necessary for such proceedings shall be borne by the 

Trustee of the First Trust. 

 

The Successor Trustee will, without any further action or authorization, to succeed 

and assume all of the rights, title, interests, benefits and obligations of the Trustee 

of the First Trust under the First Trust Agreement and the Transaction Documents 

to which the Trustee of the First Trust is a party and will replace the Trustee of the 

First Trust in the performance thereof; provided, however, that the rights and 
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obligations assumed by the Successor Trustee under the First Trust Agreement 

will not include any rights or obligations which have already been fully exercised 

or performed by the Trustee of the First Trust prior to the appointment of the 

Successor Trustee. 

 

Upon the termination of the appointment of or resignation of the Trustee of the 

First Trust pursuant to the provisions of the First Trust Agreement, the terminated 

or resigning Trustee of the First Trust will be entitled to receive, on the date on 

which such amount would have fallen to be paid but for such termination or 

resignation, all fees, expenses and other money accrued up to the effective date of 

termination or resignation but will not be entitled to any other or further 

compensation except as required by Applicable Laws. 

 

(iii) Information 

 

Upon the Trustee of the Second Trust’s request, the Trustee of the First Trust will make 

a detailed statement of the Auto Loan Receivables available for inspection by the 

Trustee of the Second Trust at any time during normal business hours at the main office 

of the Trustee of the First Trust unless prohibited from doing so under Applicable Laws 

which purport to protect information relating to Obligors.  

 

The Trustee of the First Trust will, upon imposing appropriate obligations of 

confidentiality on the relevant party, deliver to the Trustee of the Second Trust, each 

Rating Agency, and such other persons as the Trustee of Second Trust may specify 

(including, but not limited to, the Beneficiaries of the Second Trust and the ABL 

Lenders to the Second Trust), information provided by the Trustor of the First Trust or 

other third parties relating to the First Trust Agreement unless prohibited from doing so 

under Applicable Laws which purport to protect information relating to the Obligors.  

The Trustee of the First Trust will cause a Rating Agency or the Trustee of the Second 

Trust to notify the Trustee of the First Trust of such matter in writing in advance if a 

Rating Agency or the Trustee of the Second Trust intends to appoint such third party 

and the Trustee of the First Trust will report the name of such third party to the Trustor 

of the First Trust in advance. 

 

(b) In addition to matters described in other parts of this document, the Second Trust Agreement 

will include the following provisions:  

  

(i) Term of Trust of the Second Trust and Termination of the Second Trust 

 

A. Unless otherwise provided in the Second Trust Agreement, the term of the Second 

Trust will commence on the Trust Commencement Date of the Second Trust and 

will end on the Trust Termination Date of the Second Trust. 

 

B. In the Second Trust Agreement the “Trust Termination Event of the Second 

Trust” will mean the earlier of the following events:   

 

(a) the Second Trust Final Maturity Date; 

 

(b) all Beneficiaries of the Second Trust and all ABL Lenders to the Second 

Trust request the termination of the Second Trust Agreement to the Trustee of 

the Second Trust;  

 

(c) it is determined that the First Trust Agreement is terminated in accordance 

with the its terms; and  
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(d) the Trustee of the Second Trust sends a written notice of the termination of 

the Second Trust Agreement to the Beneficiaries of the Second Trust, the 

ABL Lenders to the Second Trust and the Rating Agencies, informing the 

occurrence of any of the following events: 

 

(i) it is legally impossible for the Trustee of the Second Trust to carry out 

its obligations as trustee under the Second Trust Agreement as a result of 

the occurrence of events not attributable to the Trustee of the Second 

Trust;  

 

(ii) it has become extremely difficult or impossible for the Trustee of the 

Second Trust to perform its duties under the Second Trust Agreement 

due to circumstances not attributable to the Trustee of the Second Trust 

including, but not limited to, reform of Applicable Laws, changes in 

court cases, changes in the guidelines or interpretation of the relevant 

authority, and any court order or administrative order to terminate the 

Second Trust Agreement; and 

 

(iii) it has become extremely difficult or impossible for the Trustee of the 

Second Trust to perform its duties under the Second Trust Agreement, 

due to circumstances not attributable to the Trustee of the Second Trust 

including, but not limited to, war, natural disasters and other so-called 

force majeure events.  

 

If any Trust Termination Event of the Second Trust occurs, the Second Trust 

Agreement will terminate (i) in the case of (a) above, on the date on which such 

event occurs and (ii) in the case of (b) to (d) above, on the Second Trust Payment 

Date immediately following the date on which such event occurs (each such date, 

the “Trust Termination Date of the Second Trust”). 

 

Notwithstanding Paragraph 1 of Article 164 of the Trust Act, the Second Trust will 

not be terminated by the agreement between the Trustor of the Second Trust and 

the Beneficiaries of the Second Trust.  

 

(ii) Termination and Resignation of Trustee of the Second Trust 

 

A. Neither the Trustor of the Second Trust nor the Beneficiaries of the Second Trust 

may terminate the appointment of the Trustee of the Second Trust 

(notwithstanding the provisions in Paragraph 1 of Article 58 of the Trust Act), 

unless such termination is in accordance with the Second Trust Agreement or 

Paragraph 4 of Article 58 of the Trust Act. 

 

B. If the Trustee of the First Trust is dismissed in accordance with the First Trust 

Agreement, the Trustee of the Second Trust will be dismissed at the same time 

without requiring any further action on the part of the Trustor of the Second Trust.  

Furthermore, if any of the following events occur, the Majority Beneficiaries and 

ABL Lenders may jointly dismiss the Trustee of the Second Trust by notifying the 

Trustee of the Second Trust in writing of such dismissal: 

 

(a) the Trustee of the Second Trust fails to perform its payment obligations under 

the Second Trust Agreement and fails to remedy such failure within three (3) 

Business Days after the due date of such payment, except where the cash in 

the Collection Account is insufficient to perform its payment obligations; 
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(b) the Trustee of the Second Trust fails to perform in any material respect its 

obligations under the Second Trust Agreement other than the payment 

obligations described in (a) above, and fails to remedy such failure within 

thirty (30) calendar days after the receipt of a written notice from the 

Majority Beneficiaries and ABL Lenders; 

 

(c) any representations and warranties made by the Trustee of the Second Trust 

under the Second Trust Agreement are false or incorrect in any material 

respect with reference to the facts as of the Trust Commencement Date of the 

Second Trust;  

 

(d) an Insolvency Event occurs with respect to the Trustee of the Second Trust; 

or 

 

(e) an administrative disposition is applied against the Trustee of the Second 

Trust which may adversely interfere with its capacity to perform its 

obligations in relation to the Second Trust under the Second Trust Agreement 

or the Trust Act. 

 

C. Upon providing notice to each Beneficiary of the Second Trust and ABL Lender to 

the Second Trust, the Trustee of the Second Trust may resign from its position as 

trustee to the Second Trust upon the occurrence of any of the following events: 

 

(a) the Trustee of the Second Trust decides to cease carrying on its trustee 

business in Japan; 

 

(b) it has become extremely difficult or impossible for the Trustee of the Second 

Trust to perform its duties under the Second Trust Agreement; 

 

(c) the Trustee of the Second Trust selects a qualified third party which meets the 

Trustee Eligibility Criteria and which has been approved by each Beneficiary 

of the Second Trust and ABL Lender to the Second Trust (such approval not 

to be unreasonably withheld or delayed) to act as a Successor Trustee; or 

 

(d) the Trustee of the First Trust resigns from its position as trustee to the First 

Trust in accordance with the First Trust Agreement. 

 

If the Trustee of the Second Trust is dismissed or resigns pursuant to the Second 

Trust Agreement (except for (c) of C above), the Majority Beneficiaries and ABL 

Lenders will, jointly appoint a Successor Trustee which meets the Trustee 

Eligibility Criteria and is willing to accept the appointment as trustee under the 

Second Trust Agreement.   

 

Notwithstanding the provisions set forth in the Second Trust Agreement, no 

termination or resignation of the Trustee of the Second Trust will take effect until 

the Successor Trustee has been appointed and accepted such appointment and 

succeeded to and assumed the rights and obligations thereof under the Second 

Trust Agreement from the Trustee of the Second Trust.  For the avoidance of 

doubt, until the Successor Trustee accepts the appointment as trustee of the Second 

Trust, the Trustee of the Second Trust will continue to perform its duties under the 

Second Trust Agreement and will receive the applicable Fees for the Trustee of the 

Second Trust during the relevant period. 

 

Upon its termination or resignation, the Trustee of the Second Trust will promptly 

settle the existing rights and obligations of the Trustee of the Second Trust as 
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against the Trustor of the Second Trust and the Beneficiaries of the Second Trust 

and deliver to the Successor Trustee or to a person designated by the Majority 

Beneficiaries and ABL Lenders, all records, files, and information held in 

accordance with the Second Trust Agreement.  The Trustee of the Second Trust 

will transfer any and all moneys held in the account established under the Second 

Trust Agreement and any other moneys held under the Second Trust Agreement to 

a new account in accordance with the Second Trust Agreement specified by the 

Successor Trustee.  The Trustee of the Second Trust will effectively transfer the 

title to the Trust Assets of the Second Trust to the Successor Trustee and take any 

and all proceedings required for perfection of such title and the transfer thereof.  

All costs and expenses necessary for such proceedings shall be borne by the 

Trustee of the Second Trust. 

 

The Successor Trustee will, without any further action or authorization, to succeed 

to and assume all of the rights, title, interests, benefits and obligations of the 

Trustee of the Second Trust under the Second Trust Agreement and the 

Transaction Documents to which the Trustee of the Second Trust is a party and 

will replace the Trustee of the Second Trust in the performance thereof; provided, 

however, that the rights and obligations assumed by the Successor Trustee under 

the Second Trust Agreement will not include any rights or obligations which have 

already been fully exercised or performed by the Trustee of the Second Trust prior 

to the appointment of the Successor Trustee. 

 

Upon the termination of the appointment of or resignation of the Trustee of the 

Second Trust pursuant to the provisions of the Second Trust Agreement, the 

terminated or resigning Trustee of the Second Trust will be entitled to receive, on 

the date on which such amount would have fallen to be paid but for such 

termination or resignation, all fees, expenses and other money accrued up to the 

effective date of termination or resignation but will not be entitled to any other or 

further compensation except as required by Applicable Laws. 

 

(iii) Determination among the Beneficiaries of the Second Trust and the ABL Lenders to the 

Second Trust  

 

The procedures to determine the consent of the Beneficiaries of the Second Trust and  

ABL Lenders to the Second Trust will be as follows: 

 

(a) if a Beneficiary of the Second Trust or an ABL Lender to the Second Trust decides 

that an event which should be determined by all of the Beneficiaries of the Second 

Trust and the ABL Lenders to the Second Trust or the Majority Beneficiaries and 

ABL Lenders occurs, the Beneficiaries of the Second Trust or the ABL Lenders to 

the Second Trust may give written notice to the Trustee of the Second Trust 

requesting the Trustee of the Second Trust to determine the intentions of the 

Beneficiaries of the Second Trust and ABL Lenders to the Second Trust by 

submitting the “Request for Determination of Intention,” substantially in the form 

attached to the Second Trust Agreement. 

 

(b) if the Trustee of the Second Trust receives the Request for Determination of 

Intention in accordance with (a) above, it will give notice to each of the 

Beneficiaries of the Second Trust and ABL Lenders to the Second Trust by 

sending a “Notice of Determination of Intention and Response”, substantially in 

the form attached to the Second Trust Agreement. 

 

(c) if the Beneficiaries of the Second Trust and ABL Lenders to the Second Trust 

receive notice as provided in (b) above, the Beneficiaries of the Second Trust and 
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ABL Lenders to the Second Trust will notify the Trustee of the Second Trust of its 

intention by sending the Notice of Determination of Intention and Response within 

five (5) Business Days (or otherwise as determined by the Trustee of the Second 

Trust and specified in the Notice of Determination of Intention and Response)from 

the date when the notice as provided in (b) is made, unless otherwise provided in 

the Notice of Determination of Intention and Response.  If the response sent by 

any Beneficiary of the Second Trust or ABL Lender to the Second Trust is subject 

to conditions, it will be deemed that the response of such Beneficiary of the 

Second Trust or ABL Lender to the Second Trust is against the proposal described 

in the Notice of Determination of Intentions and Responses. If a Beneficiary of the 

Second Trust or ABL Lender to the Second Trust fails to notify its intention with 

respect the above within the specified period, such Beneficiary of the Second Trust 

or ABL Lender to the Second Trust shall be deemed to approve of the proposal. 

 

(d) if the intentions of the Beneficiaries of the Second Trust and ABL Lenders to the 

Second Trust are determined in accordance with (c) above, the Trustee of the 

Second Trust will send a “Notice of Determination of Intention”, substantially in 

the form attached to the Second Trust Agreement, to all of the Beneficiaries of the 

Second Trust and ABL Lenders to the Second Trust. 

 

(e) if the instruction from the Beneficiaries of the Second Trust and ABL Lenders to 

the Second Trust is necessary in the Second Trust Agreement and the intentions of 

all of the Beneficiaries of the Second Trust and ABL Lenders to the Second Trust 

or the Majority Beneficiaries and ABL Lenders is determined in accordance with 

(a) to (c) above, the instruction of the Beneficiaries of the Second Trust and ABL 

Lenders to the Second Trust will be deemed to be made at the time the Notice of 

Determination of Intentions as provided in (d) above is sent by the Trustee of the 

Second Trust. 

 

If the Trustee of the Second Trust determines that an event which should be determined 

by the intention among all of the Beneficiaries of the Second Trust and  ABL Lenders 

to the Second Trust or the Majority Beneficiaries and ABL Lenders has occurred, the 

Trustee of the Second Trust may send  written notice requesting all of the Beneficiaries 

of the Second Trust and ABL Lenders to the Second Trust to determine their intentions.  

The procedures after sending the notice to all of the Beneficiaries of the Second Trust 

and ABL Lenders to the Second Trust will be made in accordance with (c) and (d) as 

provided above.  

 

If the Trustee of the Second Trust determines the intention among the Beneficiaries of 

the Second Trust and ABL Lenders to the Second Trust, the Trustee of the Second 

Trust will calculate the Principal Balance of the Beneficial Interests of the Second Trust 

held by the Beneficiaries of the Second Trust and the Principal Balance of the Asset 

Backed Loan to the Second Trust held by the ABL Lenders to the Second Trust as of 

the Second Trust Payment Date immediately preceding the date of such calculation.  

 

(iv) Information 

  

Upon the request of a Beneficiary of the Second Trust, the Trustee of the Second Trust 

will make a detailed statement of the Trust Assets of the Second Trust available for 

inspection by the Beneficiary of the Second Trust at any time during normal business 

hours at the main office of the Trustee of the Second Trust to the extent permitted by 

Applicable Laws.  The Trustee of the Second Trust will send the Beneficiaries of the 

Second Trust, the ABL Lenders to the Second Trust and the Rating Agencies the 

respective copies of the Trust Assets Status Report prepared by the Trustee of the First 

Trust in accordance with the First Trust Agreement and the Monthly Report together 
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with the Trust Asset Status Report of the Second Trust as provided in the Second Trust 

Agreement unless prohibited from doing so under Japanese laws.  If the Trustee of the 

Second Trust discloses the information in accordance with terms of the Second Trust 

Agreement to each of the Beneficiaries of the Second Trust and the ABL Lenders to the 

Second Trust, the Trustee of the Second Trust will obtain confirmation in writing from 

the Beneficiary of the Second Trust and the ABL Lenders to the Second Trust 

confirming the observance of the obligation provided in the paragraph below.  

 

None of the Beneficiaries of the Second Trust or the ABL Lenders to the Second Trust 

will disclose the information regarding the transaction purported in the First Trust and 

the Second Trust, including that which is obtained from inspection and request under 

the Second Trust Agreement, to the Obligors or a third party, unless it is required by 

Applicable Laws or it is necessary for it to disclose to its legal advisors, certified public 

accountants, certified tax accountants or the Rating Agencies with respect to 

transactions contemplated by the Second Trust Agreement and the First Trust 

Agreement and will not utilize such information for any purpose other than those 

relating to the Second Trust Agreement.  Beneficiaries of the Second Trust and the 

ABL Lenders to the Second Trust will indemnify each of the Trustee of the Second 

Trust, the Trustor of the Second Trust, the Trustee of the First Trust and the Trustor of 

the First Trust, as the case may be, against any losses, liabilities and damage caused as 

a result of its breaches of any of the above obligations. 

 

Notwithstanding the above paragraph, each of the Beneficiaries of the Second Trust and 

the ABL Lenders to the Second Trust may disclose the information regarding the First 

Trust and the Second Trust, when it is necessary for the purpose of the management of, 

or assignment or mediation of assignment of the Beneficial Interests of the Second 

Trust or the Asset Backed Loan to the Second Trust to a potential assignee thereof or a 

financial instruments dealer, upon imposing substantially the same obligations of 

confidentiality as those imposed in the paragraphs above on such persons to the extent 

necessary for that purpose. 

 

II. Summary of Assets Constituting Trust Assets 

 

1. Outline of Legal Structure of Assets Constituting Trust Assets 

 

As mentioned in I (Summary of Trust Assets), item 2 (Characteristics of Trust Assets) above, the 

primary assets comprising the Trust Assets of the First Trust are the Auto Loan Receivables.  The 

Civil Code and the Installment Sales Act will apply to the Auto Loan Receivables.  When an 

Obligor becomes insolvent, the Bankruptcy Act, the Civil Rehabilitation Act or the Corporate 

Reorganization Act will apply to that Obligor. 

 

Each Auto Loan Receivable derives from an Auto Loan Agreement which has been entered into 

among the Trustor of the First Trust, the Guarantor, the Dealer and an Obligor.  

 

2. Origination and Collection of Assets Constituting Trust Assets 

 

(1) Origination of the Auto Loan Receivables 

 

Under the relevant Consignment Agreement, each of the Sub-Servicers is consigned by 

VWFSJ to provide most of the services of the Auto Loan Receivables with VWFSJ, such as 

conducting the credit analysis of the Obligor, negotiating with the Obligors, collecting  the 

Auto Loan Receivables from the Obligors and transferring them to VWFSJ, scoring the Auto 

Loan Agreements and data of the Obligors and other related services. 

 

The following is a summary of the origination of the Auto Loan Receivables:  
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Loan application: An auto loan application in the form supplied by a Dealer is completed by 

the purchaser of the vehicle and the Dealer forwards the completed form by fax/EVAS to the 

Sub-Servicer.  The Sub-Servicer checks the application for completeness, and if the 

application is complete, the Sub-Servicer contacts the purchaser to confirm its intention to 

purchase the vehicle.  

 

Credit scoring: the Sub-Servicer then makes credit scoring through its scoring system.  

 

Funding: Once the application has been approved, the Dealer will be so informed by the 

Sub-Servicer.  The Purchased Vehicle is then transferred to the purchaser.  The Auto Loan 

Agreement signed by the applicant is then sent to VWFSJ through the Sub-Servicer, where it 

will be reviewed against the application to ensure that the terms of the actual contract 

comply with the terms of the approved application.  Provided that the terms of the contract 

match the terms of the approved application, VWFSJ will make advance payment of the 

amount of the auto loan to the Dealer for the benefit of the  purchaser.  

 

(2) Collection of the Auto Loan Receivables and Delivery to the Trustee of the First Trust 

 

Pursuant to the terms and conditions of the Servicing Agreement, the Trustee of the First 

Trust will appoint the Trustor of the First Trust as Servicer to service the Auto Loan 

Receivables on its behalf and delegate to the Servicer the performance of the following 

functions:  

 

(a) the collection and administration of the Auto Loan Receivables, to the extent permitted 

by Applicable Laws, including receiving the Collections, corresponding and negotiating 

with the Obligors in respect of the Auto Loan Receivables or in respect of defenses 

raised by the Obligors relating thereto, and, where applicable, liaising and negotiating 

with the Dealers in respect of the Dealer Contracts; 

 

(b) transferring the Collections from the Servicer's own bank account to the Trust 

Management Account; 

 

(c) preparing the Monthly Report and submitting it to the Trustee of the First Trust on the 

Reporting Date and submitting copies thereof to each of the Rating Agencies and other 

persons pursuant to the Servicing Agreement;  

 

(d) keeping custody of and maintaining the Auto Loan Receivables and the Related 

Documents in accordance with the Servicing Agreement; and 

 

(e) any other matters incidental thereto or otherwise provided for under the Servicing 

Agreement. 

 

In the Servicing Agreement, the Servicer undertakes to comply with the following matters: 

 

(a) perform its obligations hereunder in compliance with all Applicable Laws and 

maintain the standards of a qualified, prudent and responsible manager; and 

 

(b) unless otherwise provided for in the Servicing Agreement or in the First Trust 

Agreement, perform its duties as Servicer, in accordance with its standard procedures 

in effect from time to time (the “Servicing Procedures”), which are available for the 

Trustee of the First Trust’s periodic review in accordance with the Servicing 

Agreement. 
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Under the Sub-Servicing Agreement, the Sub-Servicer will undertake to perform the same 

services as are currently provided to VWFSJ in the Consignment Agreement as a sub-

servicer delegated by the Trustee of the First Trust. 

 

Based on the Auto Loan Agreements, the Sub-Servicer withdraws installment payments then 

due from the bank account of the Obligor automatically on the 26th day of each month, in 

the case of Cedyna, and the 27th day of each month, in the case of JACCS, (in either case, 

subject to a “following business day” convention).  All scheduled payments the Sub-Servicer 

receives from Obligors are made by direct debit.  A payment schedule is mailed to the 

Obligor before the payment is made. 

 

All payments with respect to the Auto Loan Agreements, including but not limited to, 

payments collected by direct debit on the 26th day of each month, in the case of Cedyna, and 

the 27th of each month in the case of JACCS, prepayments, payments by JACCS and 

Cedyna under the relevant Guaranty Agreement and delinquent penalties, are credited by  

the Sub-Servicer to VWFSJ on the 26th or the 27th of each month, as the case may be (in 

either case, subject to a “following business day” convention). 

 

VWFSJ as Servicer will (i) on the first Remittance Date, deliver all Collections for the 

period from and including the next Business Day following the Initial Cut-off Date to and 

including the last day of the first Monthly Period, and (ii) on each Remittance Date 

thereafter, deliver all such Collections received by the Servicer from the Obligors during the 

Monthly Period immediately preceding the Remittance Date, to the Trustee of the First Trust 

by bank transfer to the Trust Management Account. 

 

In order to mitigate the risk of VWFSJ as Servicer filing for bankruptcy, etc. and the 

Collections are mixed with the general property of VWFSJ, the Servicing Agreement 

provides that the Servicer will make advanced payments of the scheduled Collections 

amount to the Trustee of the First Trust, as follows: 

 

(a) the Servicer will deposit (i) on each Advance Payment Date, the scheduled amount of 

the Collections for the Monthly Period in which such Advance Payment Date falls and 

(ii) on each Advance Payment Date during the Revolving Period, in addition to (i) 

above, (x) the scheduled amount of Collections to be collected with respect to the 

Additional Auto Loan Receivables to be entrusted on the immediately following 

Additional Entrustment Date for the period from and including the next Business Day 

following the Additional Cut-off Date to but excluding the Additional Entrustment 

Date and (y) the scheduled amount of the Collections for the period from and including 

the Additional Entrustment Date to and including the last day of the Monthly Period in 

which the Additional Entrustment Date falls, into the Trust Management Account.  The 

amount of the money deposited to and kept in the Trust Management Account in 

accordance with this paragraph (a) is referred to as the “Deposit Money”. 

 

(b) notwithstanding anything to the contrary in the Servicing Agreement, the Servicer's 

obligation to deliver the Collections on the Cash Adjustment Date, which is also the 

Remittance Date, will be deemed to be performed to the amount equal to the Deposit 

Money existing in the Trust Management Account at the beginning of the Cash 

Adjustment Date in accordance with (a) above.  If the amount of such Deposit Money 

is less than the actual Collection of the relevant Monthly Period, the Servicer will 

deliver such deficit to the Trustee of the First Trust in accordance with the Servicing 

Agreement. 

 

(c) if there is any amount remaining as Deposit Money after the adjustment provided in (b) 

above, the amount to be deposited by the Servicer on the current Advance Payment 
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Date, in accordance with (a)(i) and (ii) above, will be reduced by such remaining 

amount as the Deposit Money.  

 

(3) Monthly Report 

 

In accordance with the Servicing Agreement, for each Monthly Period, the Servicer will 

prepare a Monthly Report, which will be provided to each of the Trustee of the First Trust, 

the Trustee of the Second Trust, the Rating Agencies and such other person as the Trustee of 

Second Trust may specify.  The Servicer will agree that a copy of such Monthly Report may 

be provided by the Trustee of the Second Trust to the Beneficiaries of the Second Trust, the 

ABL Lenders to the Second Trust, the Rating Agencies and any other person who is deemed 

necessary by the Trustee of the Second Trust. 

 

(4) Servicing Fees 

 

On each First Trust Payment Date, the Trustee of the First Trust will pay the Servicer a 

Servicing Fee in arrears for each Monthly Period immediately preceding such First Trust 

Payment Date in an amount equal to one-twelfth of one percent (1%) per annum multiplied 

by the aggregate Discounted Principal Balance of the Auto Loan Receivables outstanding as 

of the beginning of the preceding Monthly Period, excluding consumption tax, in accordance 

with the priority of payments set forth in the First Trust Agreement. 

 

All costs and expenses incurred by the Servicer including fees for the Sub-Servicers in 

performing its obligations under the Servicing Agreement, will be borne by the Servicer. 

 

(5) Servicer Replacement Event 

 

If any of the following events (each, a “Servicer Replacement Event”) occurs, the Trustee 

of the First Trust may, in accordance with the instruction of the Trustee of the Second Trust, 

terminate the Servicing Agreement and the delegation of the Servicing Activities to the 

Servicer under the Servicing Agreement upon prior written notice to the Trustee of the 

Second Trust and the Rating Agencies. Notwithstanding the foregoing, upon the occurrence 

of any of the Servicer Replacement Events listed in (a), (e), (f) or (g) below, (i) the Trustee 

of the First Trust may terminate the Servicing Agreement and the delegation of the Servicing 

Activities to the Servicer without any further instruction from the Trustee of the Second 

Trust and (ii) the Trustee of the First Trust will not be liable for such termination unless such 

determination to terminate the Servicing Agreement and the delegation of the Servicing 

Activities to the Servicer was as a result of the negligence or wilful misconduct of the 

Trustee of the First Trust: 

 

(a) an Insolvency Event in relation to the Servicer; 

 

(b) any failure by the Servicer to deliver or cause to be delivered any required payment to 

the Trustee of the First Trust under the Servicing Agreement and the other Transaction 

Documents to which it is a party (in any capacity) and such failure remains unremedied 

for five (5) Business Days following notice by the Trustee of the First Trust to the 

Servicer of such failure; 

 

(c) any failure by the Servicer to duly observe or perform in any material respect any other 

of its covenants or agreements under the Servicing Agreement and the other Transaction 

Documents to which it is a party (in any capacity) which failure materially and 

adversely affects the rights of the Trustee of the First Trust and such failure remains 

unremedied for thirty (30) calendar days following notice by the Trustee of the First 

Trust to the Servicer of such failure; 
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(d) any misrepresentation by the Servicer under the Servicing Agreement and the other 

Transaction Documents to which it is a party (in any capacity);  

 

(e) it becomes unlawful for the Servicer to perform any material obligation under the 

Servicing Agreement and the other Transaction Documents to which it is a party (in any 

capacity); 

 

(f) the Servicing Agreement becomes, or the Servicer asserts that it has become, void, 

voidable or otherwise unenforceable; or 

 

(g) the Trustee of the First Trust deems it necessary to terminate the Servicing Agreement 

and the delegation of the Servicing Activities to the Servicer under the Servicing 

Agreement to protect the rights or interests of the Trustee of the Second Trust under the 

First Trust Agreement.  

 

If the Servicing Agreement and the delegation of the Servicing Activities to the Servicer 

under the Servicing Agreement is terminated in accordance with the above, the Trustee of 

the First Trust will perform the Servicing Activities within the scope of its power and 

authority.  If the Trustee of the First Trust determines that a Successor Servicer will be 

appointed for the benefit of the Trustee of the Second Trust, the Trustee of the First Trust 

may delegate the Servicing Activities to a Successor Servicer in accordance with the terms 

of the First Trust Agreement. 

 

If a Servicer Replacement Event occurs and the Servicing Agreement and the delegation of 

the Servicing Activities are terminated, the Servicer will, or will cause a third party to, 

immediately send a notice of the entrustment (the form of which will be attached to the 

Servicing Agreement) to all the Obligors existing at that time.  In the  Servicing Agreement, 

the Servicer  irrevocably appoints the Trustee of the First Trust as its attorney-in-fact to send 

such notice to the Obligors, if and when the Servicing Agreement and the delegation of the 

Servicing Activities are terminated.  The Servicer's obligations and the appointment of the 

Trustee of the First Trust under this item (5) will remain in effect until after the termination 

of the Servicing Agreement. 

 

In the Servicing Agreement, the Servicer covenants to the Trustee of the First Trust that if 

the delegation of the Servicing Activities to the Servicer under the Servicing Agreement is 

terminated by the Trustee of the First Trust in accordance with the terms of the Servicing 

Agreement, it will cease to perform any Servicing Activities, including any servicing of the 

Auto Loan Receivables from the Obligors unless otherwise requested in writing by the 

Trustee of the First Trust and it will cooperate with reasonable requests of the Trustee of the 

First Trust and the Successor Servicer on the administration pertaining to such termination, 

including, but not limited to: (a) the immediate suspension of any automatic transfer of 

Collections from Obligors’ accounts to the Servicer’s account and preparation and delivery 

of notifications of the new payment manner; (b) providing the Trustee of the First Trust or 

the Successor Servicer with the Auto Loan Agreements and other documents and materials 

concerning the Obligors that have been maintained by the Servicer in accordance with the 

Servicing Agreement;(c) providing the Trustee of the First Trust or the Successor Servicer 

with data necessary for the collection of the Auto Loan Receivables; and (d) any other 

functions reasonably designated by the Trustee of the First Trust for facilitating the takeover 

of the Servicing Activities.  

 

3. Contents of Assets Constituting Trust Assets 

 

(1) Eligibility Criteria 
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The Auto Loan Receivables constituting the Trust Assets of the First Trust must satisfy the 

following Eligibility Criteria as of the Initial Cut-off Date and the Additional Cut-off Date:  

 

(a) each Auto Loan Receivable derives from an Auto Loan Agreement which has been 

entered into among the Trustor of the First Trust, the Guarantor, the Dealer and an 

Obligor, and is in full force and effect and legally valid and binding in accordance with 

its terms and all Applicable Laws; 

 

(b) all required consents, approvals and authorizations have been obtained in respect of 

entering into each Auto Loan Agreement; 

 

(c) each Auto Loan Agreement has been originated in the ordinary course of the Trustor of 

the First Trust’s business in accordance with its underwriting and management 

procedures and is based on the Trustor of the First Trust’s general terms and conditions 

of business; 

 

(d) each Auto Loan Agreement has been entered into in connection with a Purchased 

Vehicle and is secured by such vehicle; 

 

(e) each Auto Loan Agreement has been executed before the relevant Cut-off Date and will 

consist of loans originated by the Trustor of the First Trust using the standard form of 

the Trustor of the First Trust, which is attached to the First Trust Agreement, which are: 

(i) with respect to Volkswagen-branded Purchased Vehicles, an “Owner's Plan”, “Twin 

Loan”, “Balance Value Scheduling Loan (Solutions)” and “Guaranteed Used Car with 

Refinance option”-type loan agreement, (ii) with respect to Audi-branded Purchased 

Vehicles, an “Owner's Plan”, “Twin Loan”, “S-Loan” and, “S-Loan Plus”-type loan 

agreement, (iii) with respect to Lamborghini- branded Purchased Vehicles, “Auto 

Loan” and “Lamborghini Hyper Premium Plan” and (iv) with respect to Bentley-

branded Purchased Vehicles, “Auto Loan” and “My Flying B” -type loan agreement 

and loans with respect to all other Purchased Vehicles not covered in (i) through (iv) 

above, subject to the percentage limitations to the aggregate Discounted Principal 

Balance of the Auto Loan Receivables as provided in item (v) below, such Auto Loan 

Agreements include Auto Loan Agreements in which the final installment amount 

includes Balloon Payments and the Obligor has a Refinance Option.  Any change of the 

name of the agreements mentioned above shall be referred to thereafter in that manner; 

 

(f) each Auto Loan Receivable is governed by Japanese law; 

 

(g) each Auto Loan Receivable is a fully disbursed loan; 

 

(h) each Obligor of the Auto Loan Receivable is not insolvent, and no bankruptcy 

proceedings or any other insolvency proceedings are pending or threatened against the 

Obligor; 

 

(i) the Trustor of the First Trust is not prohibited from selling, transferring or assigning its 

rights in respect of the Auto Loan Receivables and the Auto Loan Receivables may be 

transferred by way of sale and assignment and, such transfer is not limited by 

contractual or legal provisions nor any requirement to give prior notice to or obtain 

consent from the Obligor in relation to any such transfer or assignment; 

 

(j) the Trustor of the First Trust holds the Related Documents for each Auto Loan 

Receivable and each Auto Loan Receivable is distinguishable from other claims against 

the other Obligors; 

 

(k) the interest rate type applicable to each Auto Loan Receivable is a fixed interest rate; 
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(l) the Obligor, if a corporate entity, has its permanent establishment in Japan and is not an 

affiliate of Volkswagen AG, and if an individual, has its place of residence in Japan; 

 

(m) at least two monthly payments have been made in respect of each Auto Loan 

Receivable and all monthly payments in respect of each Auto Loan Receivable are 

required to be made (i) within eighty-four (84) months after the date of origination of 

such Auto Loan Receivables, (ii) within eighty-two (82) months after the relevant Cut-

off Date, (iii) by automatic debit or remittance, (iv) on a day in each month which is not 

earlier than (a) the twenty-sixth (26th) day of the month (with respect to the Auto Loan 

Receivables guaranteed by Cedyna), or (b) the twenty-seventh (27th) day of the month 

(with respect to the Auto Loan Receivables guaranteed by JACCS), and (v) in equal 

monthly installments, and without skipped or irregular payments (except for annual or 

semi-annual bonus month payments and the Balloon Payments); 

 

(n) each Auto Loan Receivable is payable in yen; 

 

(o) the principal outstanding balance of each Auto Loan Receivable as of the relevant Cut-

off Date is (i) greater than ¥50,000 and (ii) less than ¥10,000,000; 

 

(p) each Auto Loan Receivable is not subject to a total prepayment by the relevant Obligor; 

 

(q) the Trustor of the First Trust, the Guarantor and the Obligor have complied with all 

obligations of the Related Documents and any Applicable Laws applicable to the 

transaction under the Related Documents; 

 

(r) (i) no fraud or misrepresentation was made by the relevant Dealer or any of its 

employees to the Obligor upon or prior to the execution of the relevant Auto Loan 

Agreement and to the extent that the relevant Obligor is treated as a consumer under 

Japanese law, the Dealer has fully complied with all applicable consumer legislation; 

(ii) the Auto Loan Agreement complies with all Japanese laws and is not subject to any 

adverse claim, litigation, dispute, set off, counterclaim or any other defense whatsoever, 

and all payments of the Auto Loan Receivables are payable free of set-off or any 

deduction; (iii) no right of defense under the Auto Loan Agreement, including without 

limitation, those under the mandatory rules, has been asserted by the Obligor as of the 

relevant Cut-off Date and the Trust Commencement Date or the Additional Entrustment 

Date, as the case may be; and (iv) no payment due under the Auto Loan Agreement is 

overdue as at the relevant Cut-off Date, and the Trust Commencement Date or the 

Additional Entrustment Date, as the case may be, and the Trustor of the First Trust has 

not entered into an agreement with an Obligor in respect of an Auto Loan Receivable 

according to which the repayment of an Auto Loan Receivable would be suspended; 

 

(s) (i) the Trustor of the First Trust is the sole and rightful owner of the Auto Loan 

Receivable and has not assigned or entrusted the Auto Loan Receivable to any third 

party other than the Trustee of the First Trust (including by declaration of trust); (ii) no 

Auto Loan Agreement, Auto Loan Receivable or Purchased Vehicle is the subject of 

any encumbrance or security interest whatsoever (other than the Related Security); (iii) 

no attachment, provisional attachment or other compulsory execution, provisional 

remedy or tax delinquency proceeding has been commenced with respect to the Auto 

Loan Receivable; (iv) no amendment has been made with respect to the Auto Loan 

Receivable where such amendment is to (x) the conditions of payment such as an 

extension of the initially contracted term of payment, or the payment amount of 

installments or interest payable or (y) any other material term which could affect the 

credit capability of the Obligor including the change of the Obligor; 
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(t) each Auto Loan Agreement relates to one Purchased Vehicle only;  

 

(u) each Auto Loan Receivable is not overdue; 

 

(v) each Auto Loan Receivable is derived from an Auto Loan Agreement with respect to a 

new Purchased Vehicle or a used Purchased Vehicle; provided, however, that (i) Auto 

Loan Receivables derived from Auto Loan Agreements with respect to used Purchased 

Vehicles will not exceed thirty-five percent (35%) of the aggregate Discounted 

Principal Balance of the Auto Loan Receivables outstanding as of the day immediately 

after the Trust Commencement Date and the Additional Entrustment Date, (ii) Auto 

Loan Receivables derived from Auto Loan Agreements with respect to Purchased 

Vehicles (other than Auto Loan Agreements originated by the Trustor of the First Trust 

in connection with Volkswagen, Audi, Bentley or Lamborghini-branded Purchased 

Vehicles) will not exceed five percent (5%) of the aggregate Discounted Principal 

Balance of the Auto Loan Receivables outstanding as of the day immediately after the 

Trust Commencement Date and the Additional Entrustment Date, and (iii) the 

aggregate amount of the Balloon Payment percentage will not exceed fifty percent 

(50%) of the aggregate Discounted Principal Balance of the Auto Loan Receivables 

outstanding as of the day immediately after the Trust Commencement Date and the 

Additional Entrustment Date; 

 

(w) to secure the relevant Auto Loan Receivables, the beneficial ownership of the relevant 

Purchased Vehicles has been transferred from the Dealer to the Trustor of the First 

Trust, and is and will be validly held by the Trustor of the first Trust until payment in 

full of such Auto Loan Receivables pursuant to the Auto Loan Agreement,  and is free 

from attachments or any other encumbrance by any third parties, and that upon the 

entrustment of the Auto Loan Receivables, such withheld ownership will be validly 

transferred from the Trustor of the First Trust to the Trustee of the First Trust;  

 

(x) the Obligor has not expressed any intention to refuse the submission of its personal data 

to the Trustee of the First Trust upon the assignment of the Auto Loan Receivables.  

Upon the execution of the Auto Loan Agreement, there is no fact that conflicts with the 

Trustor of the First Trust’s consent on the submission of its personal data to the Trustee 

of the First Trust, such as the Obligor was in a position where he/she was unable to 

request non-assignment provision upon his/her entering into the relevant Auto Loan 

Agreement; 

 

(y)  the Auto Loan Receivables are jointly and severally guaranteed by JACCS or Cedyna; 

 

(z) the Obligor does not have any relationship with, is not engaged with or does not 

otherwise fall under any of the categories included in the definition of, Anti-Social 

Forces and Anti-Social Forces Related Party and does not engage in any Anti-Social 

Conduct; 

 

(aa) no receivables from maintenance or other services regarding the Purchased Vehicles are 

included in the Auto Loan Receivables; 

 

(bb) collection services with respect to all Auto Loan Receivables have been legally and 

validly delegated to the Sub-Servicer by the Consignment Agreement and the Sub-

Servicing Agreement; 

 

(cc) the Trustee of the First Trust does not owe the Guarantor any obligation in connection 

with the assignment of the Auto Loan Receivables; and 
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(dd) no Auto Loan Agreement with respect to the Auto Loan Receivables fall under the 

agreements promulgated in the item of Paragraph 1, Article 9 of the Specified 

Commercial Transactions Act (Law No. 57 of 1976, as amended), Rensa Hambai Kojin 

Keiyaku or Gyoumu Teikyou Yuuin Hambai Kojin Keiyaku provided in item 1(i) or (ii) 

of Article 8 of the Installment Sales Act. 

 

(2) Composition of the Auto Loan Receivables 

 

Please see the Exhibit hereto.  

 

The statistical information contained therein is given as of the Initial Cut-off Date in relation to a 

pool of Auto Loan Receivables. The characteristics of the Auto Loan Receivables will change 

over time and there can be no assurance that the Auto Loan Receivables will have characteristics 

similar to those presented in the following tables as of any other date.  

 

4. Historical Performance Data 

Please see the Exhibit hereto.  

 

VWFSJ has extracted data on the historical performance of the Auto Loan Receivables portfolio. The 

tables contained in the Exhibit show historical data on gross losses, prepayments and 

cancellations/terminations for the period from July 2002 until (including) October 2016 from the Auto 

Loan Agreements originated from July 2002 and on which gross losses, prepayments or 

cancellations/terminations occurred until (including) October 2016. 

 

Total Portfolio 

 

The gross losses data displayed in the Exhibit is in static and dynamic format. The dynamic data shows 

as a percentage on an annualized basis the gross losses, prepayments and cancellations/terminations as 

against the total outstanding balance of the Auto Loan Receivables at the relevant time. The static data 

shows the cumulative gross losses realized after the specified number of months since origination, for 

each portfolio of the Auto Loan Receivables originated in a particular month, expressed as a 

percentage of the original principal balance of that portfolio. The data includes the Auto Loan 

Receivables derived from standard type Auto Loan Agreements and Auto Loan Agreements in which 

the final installment amount includes Balloon Payments to corporate and private Obligors to finance 

new and used Purchased Vehicles. 

 

 



 

 

75 
 

 

 

PART 3. 

SUMMARY OF RELATED PARTIES 

(Unless otherwise specified, the financial figures of the related parties are provided on a consolidated 

basis) 

1. Overview of the Trustee 

Deutsche Trust Company Limited Japan 

 

(1) Name, Amount of Capital and Business Purposes, etc.  

 

(a) Name:  Deutsche Trust Company Limited Japan 

 

(b) Address: Sanno Park Tower, 11-1, Nagatacho  2-chome, Chiyoda-ku, Tokyo 

 

(c) Name of representative director: Takahiro Adachi 

 

(d) Amount of capital: JPY 350 million (as of March 31, 2016) 

 

(e) Business purposes: Trust Business 

 

(f) Main shareholder (as of March 31, 2016): Deutsche Asia Pacific Holdings Pte., Ltd 

 

(2) Related Roles 

 

Trustee of the First Trust, borrower of the Asset Backed Loan to the First Trust, Trustee of 

the Second Trust and borrower of the Asset Backed Loan to the Second Trust. 

 

(3) Capital Relationship 

 

There is no capital relationship with the other transaction parties. 

 

(4) Financial Overview (non-consolidated) 

(a) Summary of main assets and debts for the most recent two fiscal years 

  (Unit：1 million yen, 

units rounded down) 

 As of March 31, 2015 As of March 31, 2016 

Total assets 1,461 1,251 

Total debts 386 221 

Total capital 1,075 1,029 

 

(b) Summary of profits (loss) for the most recent two fiscal years 

  (Unit：1 million yen, 

units rounded down) 

 
From April 1, 2014 

to March 31, 2015 
From April 1, 2015 

to March 31, 2016 

Operating income 425 405 

Ordinary income (87) (54) 

Net income (67) (45) 
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2. Overview of the Trustor of the First Trust 

 

Volkswagen Financial Services Japan Ltd. 

 

(1) Name, Amount of Capital and Business Purposes, etc. 

 

(a) Name: Volkswagen Financial Services Japan Ltd. 

 

(b) Address: 7-35, Kitashinagawa 4-chome, Shinagawa-ku, Tokyo 

 

(c) Name of representative director: Masayuki Yokose 

 

(d) Amount of capital: JPY 1.01 billion (as of December 31, 2015) 

 

(e) Business purposes: Money lending, guarantee, lease and instalment sales intermediary 

business. 

 

(f) Main shareholder (as of December 31, 2015): Volkswagen Financial Services AG 

 

(2) Related Roles 

 

Trustor of the First Trust and Servicer. 

 

(3) Capital Relationship 

 

There is no capital relationship with the other transaction parties. 

 

(4) Financial Overview (non-consolidated) 

(a) Summary of main assets and debts for the most recent two fiscal years 

(Unit：1 million yen, 

units rounded down) 

 
As of  

December 31, 2014 

As of  

December 31, 2015 

Total assets 302,932 341,152 

Total debts 292,109 328,422 

Total capital 10,822 12,730 

 

(b) Summary of profits for the most recent two fiscal years 

(Unit：1 million yen, 

units rounded down) 

 
From January 1, 2014 

to December 31, 2014 
From January 1, 2015 

to December 31, 2015 

Operating income 8,523 9,162 

Ordinary income 2,479 3,123 

Net income 1,411 1,919 

 

 

3. Overview of the Trustor of the Second Trust 

 

Shinsei Securities Co., Ltd. 
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(1) Name, Amount of Capital and Business Purposes, etc. 

 

(a) Name: Shinsei Securities Co., Ltd. 

 

(b) Address: Nihonbashi Muromachi Nomura Building, 4-3, Nihonbashi-muromachi 2-

chome, Chuo-ku, Tokyo 

 

(c) Name of representative director: Masahiro Tara 

 

(d) Amount of capital: JPY 8,750 million (as of March 31, 2016) 

 

(e) Business purposes: Financial instruments business operations engaged in Type I 

financial instruments business, financial instruments business operations engaged in 

Type II financial instruments business, and investment advisory and agency business.  

 

(f) Main shareholders (as of March 31, 2016): Shinsei Bank, Limited 

 

(2) Related Roles 

 

Lender of the Asset Backed Loan to the First Trust, Trustor of the Second Trust and the 

Initial Beneficiary of the Second Trust. 

 

(3) Capital Relationship 

 

Shinsei Securities Co., Ltd. is a member of the Shinsei Bank Group., and is wholly owned 

by the Shinsei Bank, Limited. 

 

(4) Financial Overview (non-consolidated) 

(a) Summary of main assets and debts for the most recent two fiscal years 

(Unit：1 million yen, 

units rounded down) 

 As of March 31, 2015 As of March 31, 2016 

Total assets 72,722 51,239 

Total debts 58,708 37,390 

Total capital 14,013 13,848 

 

(b) Summary of profits (loss) for the most recent two fiscal years 

(Unit：1 million yen, 

units rounded down) 

 
From April 1, 2014 

to March 31, 2015 
From April 1, 2015 

to March 31, 2016 

Operating income 7,847 5,229 

Ordinary income 806 (46) 

Net income  568 (185) 

 

 

4. Overview of Underwriter 
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BNP Paribas Securities (Japan) Limited 

 

(1) Name, Amount of Capital and Business Purposes, etc. 

 

(a) Name: BNP Paribas Securities (Japan) Limited 

 

(b) Address: GranTokyo North Tower, 9-1, Marunouchi 1-chome, Chiyoda-ku, Tokyo 

 

(c) Name of representative director: Philippe Avril 

 

(d) Amount of capital: JPY 102,025 million (as of March 31, 2016) 

 

(e) Business purposes: Financial instruments business operations engaged in Type I 

financial instruments business, financial instruments business operations engaged in 

Type II financial instruments business, investment advisory and agency business 

 

(f) Main shareholder (as of March 31, 2016): BNP Paribas SA 

 

(2) Related Roles 

 

Underwriting of the Beneficial Interest of the Second Trust.  

 

(3) Capital Relationship 

 

There is no capital relationship with the other transaction parties. 

 

(4) Financial Overview (non-consolidated) 

(a) Summary of main assets and debts for the most recent two fiscal years 

  (Unit：1 million yen, 

units rounded down) 

 As of March 31, 2015 As of March 31, 2016 

Total assets 10,608,962 8,635,396 

Total debts 10,421,740 8,440,428 

Total capital 187,221 194,967 

 

(b) Summary of profits for the most recent two fiscal years 

  (Unit：1 million yen, 

units rounded down) 

 
From  April 1, 2014 

to  March 31, 2015 
From  April 1, 2015 

to  March 31, 2016 

Operating income 70,712 89,981 

Ordinary income  3,425 9,728 

Net income  2,749 7,746 

 

 

5. Overview of other Related Parties 

 

Cedyna Financial Corporation 

 

(1) Name, Amount of Capital and Business Purposes, etc. 
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(a) Name: Cedyna Financial Corporation 

 

(b) Address: 23-20, Marunouchi 3-chome, Naka-ku, Nagoya City 

 

(c) Name of representative director: Satoru Nakanishi 

 

(d) Amount of capital: JPY 82,843 million (as of March 2016) 

 

(e) Business purposes: Credit card business, installment business, solution business, loan 

business, etc. 

 

(f) Main shareholders (as of March 31, 2016): SMFG Card & Credit, Inc. and Financial 

Link Co., Ltd. 

 

(2) Related Roles 

 

Guarantor of the Auto Loan Recivables and Sub-Servicer. 

 

(3) Capital Relationship 

 

There is no capital relationship with the other transaction parties. 

  

(4) Financial Overview (non-consolidated) 

(a) Summary of main assets and debts for the most recent two fiscal years 

  (Unit：1 million yen, 

units rounded down) 

 As of March 31, 2015 As of March 31, 2016 

Total assets 1,957,569 2,037,836 

Total debts 1,764,106 1,830,974 

Total capital 193,463 206,862 

 

(b) Summary of profits (losses) for the most recent two fiscal years 

(Unit：1 million yen, 

units rounded down) 

 
From April 1, 2014 

to March 31, 2015 
From April 1, 2015 

to March 31, 2016 

Operating income 149,871 149,903 

Ordinary income  1,112 479 

Net income 24,424 256 

 

 

 

JACCS Co., Ltd. 

 

(1) Name, Amount of Capital and Business Purposes, etc. 

 

(a) Name: JACCS Co., Ltd. 

 

(b) Address: 1-18, Ebisu 4-chome, Shibuya-ku, Tokyo 
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(c) Name of representative director: Yasuyoshi Itagaki 

 

(d) Amount of capital: JPY 16,138.18 million (as of March 31, 2016) 

 

(e) Business purposes: Shopping credit, auto loan, credit card, loan card, credit, guaranty of 

housing loan and servicing. 

 

(f) Main shareholders (as of March 31, 2016): The Bank of Tokyo Mitsubishi UFJ, Ltd., 

Japan Trustee Services Bank, Ltd., The Dai-ichi Life Insurance Company, Limited, The 

Meiji Mutual Life Insurance Company and others. 

 

(2) Related Roles 

 

Guarantor of the Auto Loan Recivables and Sub-Servicer. 

 

(3) Capital Relationship 

 

There is no capital relationship with the other transaction parties. 

 

(4) Financial Overview  

(a) Summary of main assets and debts for the most recent two fiscal years 

(Unit：1 million yen, 

units rounded down) 

 As of March 31, 2015 As of March 31, 2016 

Total assets 3,158,044 3,437,641 

Total debts 3,025,198 3,304,358 

Total capital 132,846 133,282 

 

(b) Summary of profits for the most recent two fiscal years 

(Unit：1 million yen, 

units rounded down) 

 
From April 1, 2014 

to March 31, 2015 
From April 1, 2015 

to March 31, 2016 

Operating income 108,259 113,673 

Ordinary income 11,951 12,091 

Net income 7,107 7,569 
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PART 4. 

DEFINITIONS 

 

“ABL Lender to the First Trust” means SSEC.  

 

“ABL Lenders to the Second Trust” means the lenders to the Trustee of the Second Trust under the 

Asset Backed Loan Agreement to the Second Trust. 

 

“Act on Prevention of Transfer of Criminal Proceeds” means the Act on Prevention of Transfer of 

Criminal Proceeds (Law No. 22 of 2007, as amended). 

 

“Additional Auto Loan Receivables” means Auto Loan Receivables to be entrusted to the Trustee of 

the First Trust under the First Trust Agreement during the Revolving Period. 

 

“Additional Cut-off Date” means the date which is the last day of the relevant Monthly Period 

(within the Revolving Period) preceding an Additional Entrustment Date. 

 

“Additional Entrustment Date” means the Trust Calculation Date during the Revolving Period on 

which Additional Auto Loan Receivables are entrusted under the First Trust Agreement. 

   

“Additional Senior Beneficial Interest” means each additional Senior Beneficial Interest created 

pursuant to any entrustment of Additional Auto Loan Receivables on an Additional Entrustment Date 

in accordance with Article 12.3 of the First Trust Agreement. 

 

“Additional Subordinated Beneficial Interest” means any additional Subordinated Beneficial 

Interests created pursuant to each entrustment of Additional Auto Loan Receivables on an Additional 

Entrustment Date in accordance with Article 12.3 of the First Trust Agreement. 

 

“Advance Payment Date” means the date on which the Servicer will make a deposit of Deposit 

Money in accordance with Article 6.2(a) of the Servicing Agreement.  The first Advance Payment 

Date will be March 22, 2017 and thereafter the Advance Payment Date will be four (4) Business Days 

prior to each Second Trust Payment Date which falls in the relevant Monthly Period.  

 

“Anti-Social Conduct” means: 

 

(a) a demand with violence; 

 

(b) an unreasonable demand beyond legal responsibility; 

 

(c) an action with the use of intimidating speech and behaviour or violence in relation to 

transactions; 

 

(d) an action to defame the reputation of or interfere with the business of others through fraud, 

the spreading of rumours or violent or forceful means; or 

 

(e) any act similar to or analogous to the foregoing. 

 

“Anti-Social Forces” means: 

 

(a) an organized crime group (bouryoku-dan; “Organized Crime Group”) 
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(b) a member of an Organized Crime Group (bouryoku-dan-in; “Organized Crime Group 

Member”); 

 

(c) a company or a person who had been an Organized Crime Group Member, but 5 years has 

not passed since he/she disaffiliated from all Organized Crime Groups; 

 

(d) a quasi member of an Organized Crime Group (bouryoku-dan-jun-kosei-in); 

 

(e) a company related to an Organized Crime Group (bouryoku-dan-kankei-kigyou); 

 

(f) a corporate racketeer (sokaiya-tou); 

 

(g) a group engaged in criminal activities under the pretext of conducting social campaigns or 

political activities (shakai-undo-to-hyobo-goro); 

 

(h) a crime group specializing in intellectual crimes (tokushu-chino-bouryoku-shudan-tou); or 

 

(i) a company or persons similar or equivalent to sub-paragraphs (a) through (h) above. 

 

“Anti-Social Forces Related Party” means a company or a person or any director, officer or 

employee thereof: 

 

(a) who has a relationship with any Anti-Social Force by which the Anti-Social Forces control 

the management of the person or the company; 

 

(b) who has a relationship with any Anti-Social Force by which the Anti-Social Forces are 

substantially involved in the management operations of the company or the person; 

 

(c) who has a relationship with any Anti-Social Force by which the company or the person is 

deemed to use the Anti-Social Forces for a wrong purpose such as generating unfair profits 

for it or a third party or causing damage to a third party; 

 

(d) who has a relationship with any Anti-Social Force by which the company or the person is 

deemed to be involved in the Anti-Social Forces by the activities such as providing 

financing, favours, etc. to the Anti-Social Forces; or 

 

(e) whose director or a person who is substantially involved in the management of them has a 

socially unacceptable relationship with any Anti-Social Force. 

 

“Applicable Interest Rate” means 0.19% per annum. 

 

“Applicable Laws” means any law, treaty, cabinet order, regulation, decision, rule, license and permit, 

certification, order, directive, supervision or guideline, etc. of all applicable government agencies 

(including any regulation and rule of self-regulatory organizations) presently or in the future in effect, 

including without limitation, any judicial or administrative order, consent, decision, settlement or 

judgment, and includes any amendment or modification made thereto and any interpretation by 

competent government agencies thereof from time to time. 

 

“Asset Backed Loan Agreement to the First Trust” means the asset backed loan agreement entered 

into on February 23, 2017 by and between the ABL Lender to the First Trust and the Trustee of the 

First Trust (as amended). 

 

“Asset Backed Loan Agreements to the Second Trust” means collectively each of the asset backed 

loan agreements entered into on February 23, 2017 by and between the ABL Lenders to the Second 
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Trust and the Trustee of the Second Trust (as amended) substantially in the form as set forth in the 

Second Trust Agreement. 

 

“Asset Backed Loan Overcollateralization Percentage” means 

 

(a) (i) prior to the expiration of the Revolving Period, 8.5% and (ii) following the expiration of 

the Revolving Period, 11.5% provided, in each case, no Credit Enhancement Increase 

Condition will be in effect; 

 

(b) after a Level 1 Credit Enhancement Increase Condition is in effect, 17.0%; and 

 

(c) after a Level 2 Credit Enhancement Increase Condition is in effect, 100%. 

 

“Asset Backed Loan Principal Balance” means the principal amount of the Asset Backed Loan to 

the First Trust as of the Drawdown Date, less the aggregate of all Asset Backed Loan Principal 

Payment Amounts paid prior to the relevant date.  

 

“Asset Backed Loan Principal Payment Amount” means in respect of each First Trust Payment 

Date, the amount necessary to reduce the Asset Backed Loan Principal Balance to the Target Asset 

Backed Loan Balance applicable to such First Trust Payment Date. 

 

“Asset Backed Loan Target Overcollateralization Amount” means on each First Trust Payment 

Date, the greater of (a) the Asset Backed Loan Overcollateralization Percentage multiplied by the 

aggregate of the Discounted Principal Balance of the Auto Loan Receivables outstanding as of the end 

of the immediately preceding Monthly Period (with fractions less than one (1) yen to be rounded up) 

and (b) four hundred seventeen million one hundred seventy thousand six hundred forty eight 

(417,170,648)  yen. 

 

“Asset Backed Loan to the First Trust” means the loan provided by the ABL Lender to the First 

Trust to the Trustee of the First Trust under the Asset Backed Loan Agreement to the First Trust. 

 

“Asset Backed Loans to the Second Trust” means loans provided by the ABL Lenders to the Second 

Trust to the Trustee of the Second Trust under the Asset Backed Loan Agreements to the Second 

Trust. 

 

“Auto Loan Agreement” means an agreement among the Trustor of the First Trust, the Guarantor, a 

Dealer and an Obligor under which an Auto Loan Receivable is originated. 

 

“Auto Loan Receivables” means the auto loan receivables specified and recorded in the Details of the 

Auto Loan Receivables (including the Collections, Purchased Vehicles, any and all rights, title, 

interests, and benefits of the Trustor of the First Trust relating to the Auto Loan Agreement and the 

Related Security) to be submitted by the Trustor of the First Trust to the Trustee of the First Trust 

pursuant to Article 3 of the First Trust Agreement. 

 

“Available Distribution Amount” means, for each Trust Calculation Date, an amount equal to the 

sum of the following amounts: 

 

(a) the Collections for the Monthly Period with respect to such Trust Calculation Date;  

 

(b) drawings from the Cash Collateral Ledger in accordance with Article 18.3 of the First Trust 

Agreement;  

 

(c) net investment earnings from Eligible Investments;  

 

(d) net proceeds from the sale or disposal of the Trust Assets of the First Trust; and 
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(e) any amount which is carried over from the immediately preceding Trust Calculation Date. 

 

“Balloon Payments” means in certain types of Auto Loan Agreements, the deferred installment 

payments during the installment period being included in the final instalment amount.  

 

“Banking Act” means the Banking Act of Japan (Law No. 59 of 1981, as amended). 

 

“Bankruptcy Act” means the Bankruptcy Act of Japan (Law No. 75 of 2004, as amended). 

 

“Beneficial Interests” means the trust beneficial interests to be created under the First Trust 

Agreement or the trust beneficial interests to be created under the Second Trust Agreement, including 

the Senior Beneficial Interest and the Subordinated Beneficial Interest. 

 

“Beneficiary” means a holder of any Beneficial Interest of the First Trust or of the Second Trust, 

including the Subordinated Beneficiary. 

 

“Business Day” means any day other than a day on which banks in Japan are required or authorized to 

be closed. 

 

“Cash Adjustment Date” means the date on which the adjustment provided in Article 6.2(b) of the 

Servicing Agreement between the Deposit Money and the Collections to be delivered from the 

Servicer to the Trustee of the First Trust will occur.  The first Cash Adjustment Date will be April 24, 

2017, and thereafter the Cash Adjustment Date will be the same date as the Remittance Date 

immediately following the Advance Payment Date on which the Deposit Money to be adjusted on 

such Cash Adjustment Date was deposited by the Servicer in accordance with Article 6.2(a) of the 

Servicing Agreement. 

 

“Cash Collateral Ledger” means the ledger of the same name established within the Trust 

Management Account under the First Trust Agreement. 

 

“Cash Collateral Ledger Target Balance” means as of each Trust Calculation Date, the Initial Cash 

Collateral Amount. 

 

“Cash Entrustment Date” means February 27, 2017, which shall be the date when the Trustor of the 

First Trust entrusts the Initial Cash Collateral Amount to the Trustee of the First Trust. 

 

“Civil Code” means the Civil Code of Japan (Law No. 89 of 1896, as amended). 

 

“Civil Rehabilitation Act” means the Civil Rehabilitation Act of Japan (Law No. 225 of 1999, as 

amended). 

 

“Clean-up Call” means the Trustor of the First Trust's right at its option to exercise a clean-up call to 

repurchase of all, but not part, of the outstanding Auto Loan Receivables from the Trustee of the First 

Trust when the Clean-up Call Conditions are satisfied. 

“Clean-up Call Conditions” means (i) any obligation of the Trustee of the First Trust under the Asset 

Backed Loan to the First Trust remains outstanding after the payment of all amounts in the Trust 

Management Account on the Trust Termination Date of the First Trust, or (ii) on any Trust Calculation 

Date, the Discounted Principal Balance of all outstanding Auto Loan Receivables is expected to be 

less than 10% of the Discounted Principal Balance of the Initial Auto Loan Receivables as of the 

Initial Cut-off Date after the distribution pursuant to Article 18.1 of the First Trust Agreement on the 

immediately following First Trust Payment Date. 
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“Clean-up Call Repurchase Price” means in the case of event (i) of the definition of the Clean-up 

Call Conditions, an amount equal to the aggregate amount of the Discounted Principal Balance of the 

outstanding Auto Loan Receivables as of the Trust Termination Date of the First Trust plus the 

accrued and unpaid interest (including delinquent interest and other charges) up to but excluding such 

date or, in the case of event (ii) of the definition of the Clean-up Conditions, an amount equal to the 

aggregate amount of the Discounted Principal Balance of the outstanding Auto Loan Receivables as of 

the last day of the Monthly Period immediately preceding the Remittance Date following such Trust 

Calculation Date plus the accrued and unpaid interest (including delinquent interest and other charges) 

up to but excluding such date. 

 

“Collection Account” means a bank account opened with a Qualified Bank under the Second Trust 

Agreement, which the Trustee of the Second Trust will establish (on or before the Trust 

Commencement Date of the Second Trust) in its name for the purpose of holding all cash included in 

the Trust Assets of the Second Trust.  

 

“Collections” means, in respect of a Monthly Period: 

 

(a) all payments received by the Servicer in respect of the Auto Loan Receivables after the 

applicable Cut-off Date, including all payments of previously unpaid instalments, all 

prepayments, delinquent penalties paid by the Obligor and payments from the Guarantor, 

and for the avoidance of doubt, the purchase price of the Purchased Vehicle paid by the 

Dealer or the Trustor of the First Trust to the Guarantor as a final instalment payment on 

behalf of the Obligor, together with any adjustment paid by the Obligor, if applicable, when 

the Obligor exercises a repurchase option pursuant to which the Obligor sells the Purchased 

Vehicle to the Dealer or the Trustor of the First Trust instead of making a payment of the 

final instalment in respect of certain types of Auto Loan Agreements in accordance with the 

provisions of such Auto Loan Agreement; 

 

(b) all proceeds from the enforcement of any Related Security, or disposal of any Purchased 

Vehicle; 

 

(c) the repurchase price paid by the Trustor of the First Trust to the Trustee of the First Trust to 

repurchase any Auto Loan Receivables in accordance with the First Trust Agreement; and 

 

(d) any Compensation Amounts paid by the Trustor of the First Trust to the Trustee of the First 

Trust as compensation in relation to Auto Loan Receivables in respect of which the relevant 

Obligor has exercised the Refinance Option. 

 

“Compensation Amount” means, with respect to certain types of Auto Loan Agreements, where an 

Obligor has exercised the Refinance Option, an amount equivalent to the amount payable by the 

Obligor as the final instalment payment for such Auto Loan Agreement. 

 

“Consignment Agreement” means separately and together, (i) the Business Operations Consignment 

Agreement dated January 30, 2002, entered into by and between VWFSJ and Cedyna and (ii) the 

Business Operations Consignment Agreement dated January 1, 2007, entered into by and between 

VWFSJ and JACCS under each of which Cedyna (in the case of (i)) or JACCS (in the case of (ii)) is 

engaged by VWFSJ to provide most of the services of the Auto Loan Receivables (as amended). 

 

“Corporate Reorganization Act” means the Corporate Reorganization Act of Japan (Law No. 154 of 

2002, as amended). 

 

“Costs of the Second Trust” means all taxes, costs and expenses in relation to the Second Trust, 

including the Fees for the Trustee of the Second Trust and the Trust Expenses for the Second Trust, to 

be distributed to the relevant payee of these amounts in accordance with the First Trust Agreement and 

the Asset Backed Loan Agreement to the First Trust. 
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“Credit Enhancement Increase Conditions” means a Level 1 Credit Enhancement Increase 

Condition and a Level 2 Credit Enhancement Increase Condition, collectively: 

 

(a) A “Level 1 Credit Enhancement Increase Condition” will be deemed to be in effect if the 

Cumulative Gross Loss Ratio exceeds (i) 0.5% for any Trust Calculation Date on or prior to 

August 2017, (ii) 0.8% for any Trust Calculation Date from September 2017 to May 2018 

(inclusive) or (iii) 1.15% for any Trust  Calculation Date from June 2018 to February 2019 

(inclusive). 

 

(b) A “Level 2 Credit Enhancement Increase Condition” will be deemed to be in effect if the 

Cumulative Gross Loss Ratio exceeds 1.6% for any Trust Calculation Date. 

 

“Cumulative Gross Loss Ratio” means, for each Trust Calculation Date, a fraction, expressed as a 

percentage (rounded off to the third decimal place), the numerator of which is the sum of the 

Discounted Principal Balance of all Auto Loan Receivables that have become Defaulted Receivables 

from the Initial Cut-off Date through to the end of the Monthly Period immediately preceding the 

relevant Trust Calculation Date and the denominator of which is the sum of (i) the aggregate 

Discounted Principal Balance of the Initial Auto Loan Receivables as of the Initial Cut-off Date and 

(ii) the aggregate Discounted Principal Balance of all Additional Auto Loan Receivables (if any) 

entrusted as of the Additional Entrustment Dates which fall six months prior to the relevant Trust 

Calculation Date. 

 

“Cut-off Date” means, collectively, the Initial Cut-off Date or any Additional Cut-off Date. 

 

“Dealer” means a dealer authorized by VWFSJ.  

 

“Dealer Contract” means a contract concerning the treatment of auto loans advanced under the Auto 

Loan Agreements between the Trustor of the First Trust and each Dealer in relation to the Auto Loan 

Receivables. 

  

“Defaulted Receivables” means all Auto Loan Receivables in relation to which the Obligor has failed 

to make monthly installment payments due on any such Auto Loan Receivable for three (3) months or 

more or in relation to which the remaining unpaid balance is capable of being declared immediately 

due and payable from the Obligor as a result of the occurrence of any of the events of default 

prescribed in the Auto Loan Agreement. 

 

“Deposit Money” has meaning provided in Part 2 (Information Regarding the Trust Assets), II. 

(Summary of the Assets Constituting the Trust Assets), item 2. (Collection of Assets Constituting the 

Trust Assets), (2). Collection of the Auto Loan Receivables and Delivery to the Trustee of the First 

Trust.  

 

“Details of the Auto Loan Receivables” means details with respect to the Auto Loan Receivables to 

be entrusted by the Trustor of the First Trust to the Trustee of the First Trust under the First Trust 

Agreement contained in the computer records to be delivered by the Trustor of the First Trust to the 

Trustee of the First Trust. 

 

“Discount Rate” means the greater of (a) 1.21 percent per annum and (b) the applicable interest rate in 

the relevant Auto Loan Agreement. 

 

“Discounted Principal Balance” means in respect of an Auto Loan Receivable, its scheduled cash 

flow of principal and interest (including amounts of principal and interest that are overdue) discounted 

as of the relevant date at the Discount Rate on the basis of a year of three hundred and sixty (360) days 

consisting of twelve (12) thirty-day (30-day) months. 
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“Drawdown Date” means February 27, 2017, which date will be the date on which the Asset Backed 

Loan to the First Trust is to be made. 

 

“Drawdown Date to the Second Trust” means February 27, 2017, which date will be the date on 

which any Asset Backed Loan to the Second Trust is to be made. 

 

“Early Amortization Event” means the occurrence of any of the following: 

 

(a) a Level 2 Credit Enhancement Increase Condition being in effect; 

 

(b) a Servicer Replacement Event; 

 

(c) a Sub-Servicer Replacement Event; 

 

(d) the Trustor of the First Trust does not fulfil its obligation to repurchase the Auto Loan 

Receivables under the First Trust Agreement; or 

 

(e) on three (3) consecutive Trust Calculation Dates during the Revolving Period, after the 

calculation in accordance with Article 18.1 of the First Trust Agreement, the expected total 

cash amount in the Trust Management Account (excluding cash in the Cash Collateral 

Ledger) after the distribution to be made on the immediately following First Trust Payment 

Date exceeds 10% of the aggregate Discounted Principal Balance of the Auto Loan 

Receivables outstanding as of the last day of the immediately preceding Monthly Period. 

 

“Eligibility Criteria” means the conditions which have to be satisfied by the Auto Loan Receivables 

on the relevant Cut-off Date, as set out in ANNEX D to the First Trust Agreement. 

 

“Eligible Investments” means investments by means of: 

 

(a) securities which are rated at least with a short-term rating of P-1 by Moody's or its related 

companies, at least with a short-term rating of F1 by Fitch Ratings (or its long-term rating of 

A if they have no short-term ratings) and at least with a short term rating of a-1 by R&I 

respectively;  

 

(b) deposits in a bank account opened and maintained with a Qualified Bank, which may include 

Interested Parties of the Trustee of the First Trust, if the requirements in the Trust Business 

Act Order are satisfied; or 

 

(c) other obligations or securities that will not result in a reduction or withdrawal of the then 

current rating of the Beneficial Interests of the Second Trust or the Asset Backed Loans to 

the Second Trust.  

 

Such investments will be made only on the condition that (i) it must be denominated and payable in 

yen, (ii) in the case of investment to securities, it shall mature no later than the next following First 

Trust Payment Date, (iii) in the case of deposit in a bank account, the Trustee of the First Trust is able 

to withdraw any amounts in such bank accounts at least two (2) Business Days prior to the following 

First Trust Payment Date or that the Trustee of the First Trust is able to withdraw any amounts in such 

bank accounts on demand, (iv) such investment shall not consist, in whole or in part, actually or 

potentially, of tranches of other asset-backed securities, (v) such investment must not consist, in whole 

or in part, actually or potentially, of credit-linked notes, swaps or other derivatives instruments 

(including embedded options), or synthetic securities and (vi) such investments must have a fixed 

principal amount due at its maturity.  
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“Enforcement Regulations of the Trust Business Act” means the Enforcement Regulations of the 

Trust Business Act of Japan (Cabinet Office Ordinance No. 107 of 2004, as amended). 

 

“Expenses Distribution Ledger” means the ledger of the same name established within the Trust 

Management Account under the First Trust Agreement. 

 

“Fees for the Trustee of the First Trust” means the fees payable to the Trustee of the First Trust 

during the Trust Period of the First Trust for each Trust Calculation Period as provided for in Article 

22.2 of the First Trust Agreement, being five hundred thirty four thousand seven hundred sixty four 

(534,764) yen (excluding consumption tax) for the initial Trust Calculation Period and thereafter equal 

to the product of the sum of the aggregate Discounted Principal Balance of all outstanding Auto Loan 

Receivables as of the first day of the relevant Trust Calculation Period multiplied by 1.0 basis points 

per annum (0.01% p.a.) multiplied by a fraction of one over twelve (1/12), subject to a minimum 

aggregate payment of one hundred thousand (100,000) yen per month, excluding consumption tax. 

 

“Fees for the Trustee of the Second Trust” means the fees payable to the Trustee of the Second 

Trust during the Trust Period of the Second Trust for each Trust Calculation Period as provided for in 

Article 16.2 of the Second Trust Agreement, being four hundred sixty three thousand four hundred 

sixty two (463,462) yen (excluding consumption tax) for the initial Trust Calculation Period and 

thereafter equal to the product of the sum of the aggregate Discounted Principal Balance of all 

outstanding Auto Loan Receivables as of the first day of the relevant Trust Calculation Period 

multiplied by 1.0 basis points per annum (0.01% p.a.) multiplied by a fraction of one over twelve 

(1/12), subject to a minimum aggregate payment of one hundred thousand (100,000) yen per month, 

excluding consumption tax. 

 

“Financial Instruments and Exchange Act” means the Financial Instruments and Exchange Act of 

Japan (Law No. 25 of 1948, as amended). 

 

“First Trust” means the trust established by the First Trust Agreement.  

 

“First Trust Agreement” means the trust agreement entered into with respect to the Auto Loan 

Receivables, dated as of February 23, 2017, by and between the Trustor of the First Trust and the 

Trustee of the First Trust (as amended). 

 

“First Trust Final Maturity Date” means the First Trust Payment Date falling in June 2025. 

 

“First Trust Payment Date” means the date which is one Business Day prior to each Second Trust 

Payment Date.  The initial First Trust Payment date will be March 27, 2017. 

 

“Fitch” means Fitch Ratings Japan Limited and any successor to the credit rating business thereof.  

 

“Fitch Ratings” means Fitch Ratings, Inc. and each of Fitch Ratings, Inc.’s subsidiaries that issue 

ratings under the trade name of Fitch Ratings.  

 

“Guarantor” means JACCS or Cedyna and any successor thereto.  

 

“Indemnified Amount” means (i) with respect to the First Trust Agreement, the amount to be paid by 

the Trustor of the First Trust to the Trustee of the First Trust and/or the Trustee of the Second Trust, if 

the Trustee of the First Trust and/or the Trustee of the Second Trust suffers any damage, losses, 

claims, liabilities and related costs and expenses, including reasonable attorneys’ fees and 

disbursements due to any breach by the Trustor of the First Trust of its representations and warranties 

or other obligations under the First Trust Agreement and (ii) with respect to the Second Trust 

Agreement, the amount to be paid by the Trustor of the Second Trust to the Trustee of the Second 

Trust, if the Trustee of the Second Trust suffers any damage, losses, claims, liabilities and related costs 

and expenses, including reasonable attorneys’ fees and disbursements due to any breach by the Trustor 
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of the Second Trust of its representations and warranties or other obligations under the Second Trust 

Agreement. 

 

“Initial Auto Loan Receivables” means the Auto Loan Receivables entrusted by the Trustor of the 

First Trust to the Trustee of the First Trust on the Trust Commencement Date. 

 

“Initial Beneficiary of the Second Trust” means SSEC, as initial Beneficiary of the Beneficial 

Interests of the Second Trust. 

 

“Initial Cash Collateral Amount” means three hundred forty five million (345,000,000) yen, the 

amount to be entrusted by the Trustor of the First Trust to the Trustee of the First Trust on the Cash 

Entrustment Date. 

 

“Initial Cut-off Date” means February 10, 2017. 

 

“Initial Senior Beneficial Interest” means the Senior Beneficial Interest created by entrustment of the 

Initial Auto Loan Receivables on the Trust Commencement Date in accordance with Article 12.2 of 

the First Trust Agreement. 

 

“Initial Subordinated Beneficial Interest” means the Subordinated Beneficial Interest created by the 

entrustment of the Initial Auto Loan Receivables on the Trust Commencement Date in accordance 

with Article 12.2 of the First Trust Agreement.   

 

“Insolvency Event” means, in relation to any entity, any of the following: 

 

(a) it filing a voluntary petition for commencement of bankruptcy (hasan), civil rehabilitation 

(minji-saisei), corporate reorganization (kaisha-kosei) or special liquidation (tokubetsu-

seisan) proceedings, alternative dispute resolution for business rehabilitation  or any other 

similar proceedings, or it entering into an arrangement or compromise with all or any class 

of its creditors or it voluntarily suspending payment of its obligations; 

 

(b) it being or admitting that it is, or being deemed under any Applicable Law to be, unable to 

pay its debts as they fall due; 

 

(c) it ceasing to carry on its business; 

 

(d) its liabilities exceeding its assets based on its latest audited non-consolidated balance sheet; 

 

(e) a court determining the commencement of bankruptcy, civil rehabilitation, corporate 

reorganization or special liquidation proceedings based on a petition of a third party or 

relevant creditors accepting, alternative dispute resolution for business rehabilitation 

proceedings or any other similar proceedings against it; 

 

(f) the entry of a decree or order by a court or agency or supervisory authority having 

jurisdiction for the appointment of a conservator, receiver or liquidator or the suspension of 

business against such entity; 

 

(g) the issuance of an order for preliminary execution, preservation or execution against any 

material part of its assets, the commencement of compulsory execution or auction 

proceedings or the appointment of a receiver, conservator, liquidator or similar official in 

respect of it or its property; 

 

(h) its transactions being suspended by a clearing house (tegata kokan jo); 

 

(i) any event analogous to or of a similar effect to the events described above occurring under 
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any Applicable Law of any relevant jurisdiction in relation to such entity; or 

 

(j) it passing or proposing a resolution, convening a meeting or taking any other intentional or 

unintentional action which causes or is likely to cause any of the events (a) through (i) 

above. 

 

“Installment Sales Act” means the Installment Sales Act of Japan (Law No. 159 of 1961, as 

amended). 

 

“Interest Calculation Period” means the period from but excluding, (i) in the case of the Asset 

Backed Loan to the First Trust, the Drawdown Date and (ii) in the case of the Second Trust, the 

Drawdown Date to the Second Trust, to and including, in each case, the initial Second Trust Payment 

Date, and thereafter means the respective periods from but excluding the immediately preceding 

Second Trust Payment Date to and including the following Second Trust Payment Date. In the event 

that either the first or last Interest Calculation Period is longer or shorter than a full month, calculations 

with respect to such periods will be based on a full month, plus/minus such additional/fewer days.  

 

“Interested Party” means a person defined in Item 1, Paragraph 2, Article 29 of the Trust Business 

Act and Article 14 of the Trust Business Act Order. 

 

“Loan Receivables” means loan receivables arising under the Asset Backed Loan Agreement to the 

First Trust in respect of principal, interest and default interest, if any (including, for the avoidance of 

doubt, any and all rights and title relating to the Asset Backed Loan Agreement to the First Trust).   

 

“Majority Beneficiaries and ABL Lenders” means one or more Beneficiaries of the Second Trust 

and ABL Lenders to the Second Trust who hold the majority of the total of (a) the aggregate Principal 

Balance of the Beneficial Interests of the Second Trust and (b) the aggregate Principal Balance of the 

Asset Backed Loans to the Second Trust. 

 

“Money Lending Business Act” means the Money Lending Business Act of Japan (Law No. 32 of 

1983, as amended). 

 

“Monthly Period” means the period commencing on (and including) the 11th day of each calendar 

month and ending on (and including) the 10th day of the following calendar month for the duration of 

the Trust Period. The initial Monthly Period will commence on February 11, 2017 and will end on 

March 10, 2017. 

  

“Monthly Report” means the monthly report delivered to the Trustee of the First Trust in respect of 

the status of Collections from the Obligors during the relevant Monthly Period to be prepared by the 

Servicer pursuant to the Servicing Agreement.   

 

“Moody’s” means Moody’s SF Japan K.K. and any successor to the credit rating business thereof. 

 

“Obligors” means the obligors and guarantors (excluding any Guarantor) under the Auto Loan 

Agreements. 

 

“Perfection Act” means the Act on Special Provisions, etc. of the Civil Code Concerning the 

Perfection Requirements for the Assignment of Movables and Claims of Japan (Law No. 104 of 1998, 

as amended). 

 

“Purchased Vehicle” means a vehicle to which an Auto Loan Receivable relates. 

 

“Principal Balance of the Asset Backed Loans to the Second Trust” means the aggregate initial 

principal amount of the Asset Backed Loans to the Second Trust less the cumulative amount paid to 



 

91 
 

 

the ABL Lenders to the Second Trust as repayment of the principal of the Asset Backed Loans to the 

Second Trust.   

 

“Principal Balance of the Beneficial Interests of the Second Trust” means the aggregate initial 

principal amount of the Beneficial Interests of the Second Trust under the Second Trust Agreement 

less the cumulative amount paid to the Beneficiaries of the Second Trust as redemption of the principal 

of the Beneficial Interests of the Second Trust.   

 

“Qualified Bank” means any of the following: 

(a) a Japanese financial institution with (i) a short-term credit rating of at least P-1 by Moody’s or 

its related companies, (ii) a short-term credit rating of at least a-1 by R&I, and (iii) a long-

term issuer default rating of at least A or a short-term issuer default rating of at least F1 by 

Fitch Ratings; or 

(b) a Japanese bank which the Rating Agencies consider appropriate.   

 

If the bank at which the Trust Management Account and the Collection Account are held no longer 

satisfy the criterion of a Qualified Bank, another Trust Management Account and Collection Account 

will be opened with another Qualified Bank within thirty (30) calendar days.   

 

“Rating Agencies” means Moody’s, Fitch and R&I. 

 

“Rating Fees” means the fees owing to the Rating Agencies. 

 

“Refinance Option” means with respect to certain types of Auto Loan Agreements, the Obligor’s 

option to refinance the final instalment due as a lump sum under such Auto Loan Agreements whereby 

the Obligor shall pay such final instalment in a number of instalments. This option may be exercised 

only if the Obligor meets the Trustor of the First Trust’s credit guidelines. 

 

“Related Documents” means the Auto Loan Agreements and all other documents relating to or 

entered in connection with the Auto Loan Receivables, the Purchased Vehicles or the Related Security. 

 

“Related Security” means any security that secures an auto loan relating to the Auto Loan 

Receivables (including retained ownership of the Purchased Vehicles). 

 

“Remittance Date” means the date on which the Servicer will deliver the Collections of the relevant 

Monthly Period to the Trustee of the First Trust in accordance with the Servicing Agreement.  The first 

Remittance Date will be March 22, 2017 and thereafter, the Remittance Date will be four (4) Business 

Days prior to each Second Trust Payment Date. 

 

“Reporting Date” means the date on which the Servicer will report the status of Collections from the 

Obligors during the relevant Monthly Period in accordance with the Servicing Agreement.  The first 

Reporting Date will be March, 17, 2017 and thereafter the Reporting Date will be the earlier of the 

fifth (5th) Business Day after the end of each Monthly Period and three (3) Business Days prior to the 

Trust Calculation Date following the end of such Monthly Period. 

 

“Revolving Period” means the period commencing on the Trust Commencement Date and ending on 

the earlier of: 

  

 (a)  the last day of the Monthly Period following 365 days after the Trust Commencement 

Date ; or 

 

 (b)  the occurrence of an Early Amortization Event.  

 

“R&I” means Rating and Investment Information, Inc. and any successor to the credit rating business 

thereof. 



 

92 
 

 

 

“Second Trust” means the trust established by the Second Trust Agreement. 

 

“Second Trust Agreement” means the trust agreement entered into with respect to the Loan 

Receivables, dated as of February 23, 2017, by and between the Trustor of the Second Trust and the 

Trustee of the Second Trust (as amended). 

 

“Second Trust Final Maturity Date” means the Second Trust Payment Date falling in June 2025. 

 

“Second Trust Payment Date” means March 28, 2017 and the twenty-eighth (28th) day of each 

month thereafter, provided, where such day is not a Business Day, the immediately following Business 

Day, unless such day falls in the next calendar month, in which case, the payment date will be the 

immediately preceding Business Day. 

 

“Senior Beneficial Interests” means the Initial Senior Beneficial Interest and the Additional Senior 

Beneficial Interest, collectively. 

 

“Senior TBI Rate” means a rate to be used to calculate the principal amount of the Senior Beneficial 

Interest and shall be equal to ninety three point five percent (93.5)%. 

 

“Servicer” means VWFSJ, unless the engagement of VWFSJ as servicer is terminated, in which case 

Servicer shall mean the Successor Servicer, if any. 

 

“Servicer Replacement Event” means any of the following: 

 

(a)  an Insolvency Event in relation to the Servicer; 

 

(b)  any failure by the Servicer to deliver or cause to be delivered any required payment to the 

Trustee of the First Trust under the Servicing Agreement or the other Transaction 

Documents to which it is a party (in any capacity) and such failure shall remain unremedied 

for five (5) Business Days following notice by the Trustee of the First Trust to the Servicer 

of such failure; 

 

(c)  any failure by the Servicer to duly observe or perform in any material respect any other of its 

covenants or agreements under the Servicing Agreement or the other Transaction 

Documents to which it is a party (in any capacity) which failure materially and adversely 

affects the rights of the Trustee of the First Trust and such failure shall remain unremedied 

for thirty (30) calendar days following notice by the Trustee of the First Trust to the Servicer 

of such failure; 

 

(d)  any misrepresentation by the Servicer under the Servicing Agreement and the other 

Transaction Documents to which it is a party (in any capacity);  

 

(e)  it becomes unlawful for the Servicer to perform any material obligation under the Servicing 

Agreement and the other Transaction Documents to which it is a party (in any capacity); 

 

(f)  the Servicing Agreement becomes, or the Servicer asserts that it has become, void, voidable 

or otherwise unenforceable; or 

 

(g)  the Trustee of the First Trust deems it necessary to terminate the Servicing Agreement and 

the delegation of Servicing Activities to the Servicer under the Servicing Agreement in order 

to protect the rights or interests of the Trustee of the Second Trust under the First Trust 

Agreement. 
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“Servicing Activities” means with respect to the First Trust Agreement and the Servicing Agreement, 

any of the following: 

 

(a)  the collection and administration of the Auto Loan Receivables, to the extent permitted by 

Applicable Laws, including receiving the Collections, corresponding and negotiating with 

the Obligors in respect of the Auto Loan Receivables or in respect of defences raised by the 

Obligors relating thereto, and, where applicable, liaising and negotiating with the Dealers in 

respect of the Dealer Contracts; 

 

(b)  transferring the Collections from the Servicer's own bank account to the Trust Management 

Account; 

 

(c)  preparing the Monthly Report and submitting it to the Trustee of the First Trust on the 

Reporting Date, and submitting copies thereof to each of the Rating Agencies and any other 

person in accordance with the Servicing Agreement; 

 

(d)  keeping custody of and maintaining the Auto Loan Receivables and the Related Documents 

in accordance with the Servicing Agreement; or  

 

(e)  any other matters incidental thereto or otherwise provided for under the Servicing 

Agreement. 

 

“Servicing Agreement” means the servicing agreement entered into as of February 23, 2017, by and 

between the Trustee of the First Trust and the Servicer (as amended). 

 

“Servicing Business Act” means the Act on Special Measures concerning Business of Management 

and Collection of Claims of Japan (Law No. 126 of 1998, as amended). 

 

“Servicing Fees” means the Servicer’s fees for performing the Servicing Activities. 

 

“Subordinated Beneficial Interest” means the Beneficial Interest to be created under the First Trust 

Agreement other than the Senior Beneficial Interest. 

 

“Subordinated Beneficial Principal Payment Amount”means an amount equal to the amount 

required to lower the Subordinated Principal Balance as of the end of the preceding Monthly Period to 

the Subordinated Principal Balance as of the day immediately after the First Trust Payment Date, such 

amount being the amount equal to the Asset Backed Loan Target Overcollateralization Amount plus 

the amount in the Cash Collateral Ledger as of the day immediately after the First Trust Payment Date; 

provided, however, that the Subordinated Beneficial Principal Payment Amount shall be zero (0) in the 

following cases:  

 

(i). prior to the expiration of the Revolving Period, in the case where (x) the aggregate 

Discounted Principal Balance of the Auto Loan Receivables outstanding as of the end of 

the preceding Monthly Period does not exceed (y) the principal amount of the Asset 

Backed Loan to the First Trust as of the Drawdown Date divided by the amount equal to 1 

less the Asset Backed Loan Overcollateralization Percentage; and 

 

(ii). following the occurrence of an Early Amortization Event until the Asset Backed Loan to 

the First Trust is fully redeemed.  

 

“Subordinated Beneficiary” means the holder of the Subordinated Beneficial Interest. 

 

“Subordinated Principal Balance” means as of the relevant date of determination, the aggregate 

amount of the Discounted Principal Balance of all Auto Loan Receivables outstanding, the amount in 

the Trust Collection Ledger which is carried over from the immediately preceding First Trust Payment 



 

94 
 

 

Date and the amount in the Cash Collateral Ledger minus the Asset Backed Loan Principal Balance on 

the immediately preceding Trust Calculation Date, or if such date of determination of the Subordinated 

Principal Balance is the First Trust Payment Date, at the beginning of such First Trust Payment Date. 

 

“Sub-Servicer” means a person to whom the Servicer delegates a part of the Servicing Activities to 

with the prior written consent of the Trustee of the First Trust, being both separately and together, 

JACCS and Cedyna. 

 

“Sub-Servicer Replacement Event” means the occurrence of an Insolvency Event in relation to 

either Sub-Servicer. 

 

“Sub-Servicing Agreement” means both separately and together, (i) the Supplement to Business 

Operations Consignment Agreement dated February 23, 2017 entered into by and between the Servicer, 

JACCS as a Sub-Servicer and the Trustee of the First Trust and (ii) the Supplement to Business 

Operations Consignment Agreement dated the same date entered into by and between the Servicer, 

Cedyna as a Sub-Servicer and the Trustee of the First Trust, pursuant to which each Sub-Servicer will 

be delegated a certain part of the Servicing Activities delegated to  the Servicer under the Servicing 

Agreement (as amended). 

 

“Successor Trustee” means any trustee appointed as a successor to the Trustee of the First Trust or 

the Trustee of the Second Trust in accordance with the terms of the First Trust Agreement or the 

Second Trust Agreement as applicable. 

 

“Successor Servicer” means a third party to be appointed as a successor to the Servicer by the Trustee 

of the First Trust in accordance with the terms of the First Trust Agreement. 

 

“Target Asset Backed Loan Balance” means: 

  

(a) in any case other than (b) below, the amount by which the aggregate amount of the 

Discounted Principal Balance of the Auto Loan Receivables outstanding as of the end 

of the preceding Monthly Period exceeds the Asset Backed Loan Target 

Overcollateralization Amount; or  

(b) zero, if (i) the aggregate amount of the Discounted Principal Balance of the Auto Loan 

Receivables outstanding as of the end of the preceding Monthly Period is less than ten 

percent (10%) of the aggregate Discounted Principal Balance of the Initial Auto Loan 

Receivables as of the Initial Cut-off Date or (ii) an Early Amortization Event has 

occurred. 

 

“Tax Event” means, as a result of any change in the Applicable Laws or in the application or 

interpretation thereof, after the Trust Commencement Date, Japanese withholding tax or other income 

taxes are imposed on (i) any payment in relation to the Auto Loan Receivables to the Servicer by a 

relevant Obligor, (ii) any payment of Collections by the Servicer or the Trustor of the First Trust to the 

Trustee of the First Trust, (iii) any payment in relation to the Asset Backed Loan to the First Trust by 

the Trustee of the First Trust to the Trustee of the Second Trust or (iv) any payment in relation to the 

Beneficial Interests of the Second Trust or the Asset Backed Loans to the Second Trust by the Trustee 

of the Second Trust to the holders of the Beneficial Interests of the Second Trust or the ABL Lenders 

to the Second Trust.  

 

“Transaction Documents” means the First Trust Agreement, the Second Trust Agreement, the 

Servicing Agreement, the Asset Backed Loan Agreement to the First Trust, the Trust Beneficial 

Interest Sale and Purchase Agreement, the Asset Backed Loan Agreements to the Second Trust, the 

Master Definitions Schedule and  the Sub-Servicing Agreement. 
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“Trust” means the First Trust and/or the Second Trust .  

 

 

“Trust Act” means the Trust Act of Japan (Law No. 108 of 2006, as amended). 

 

“Trust Assets” means the assets pertaining to each Trust, including, without limitation, all 

Collections, in the case of the First Trust Agreement, and other moneys, rights, movable property, and 

interests held from time to time by the Trustee of the First Trust or the Trustee of the Second Trust. 

 

“Trust Assets Status Report” means the monthly report prepared by the Trustee of the First Trust 

under the First Trust Agreement and the Trustee of the Second Trust under the Second Trust 

Agreement, respectively, in respect of the administration and expected distribution amount of the Trust 

Assets under the First Trust Agreement or the Second Trust Agreement, as the case may be. 

 

“Trust Beneficial Interest Sale and Purchase Agreements” means the trust beneficial interest sale 

and purchase agreements entered into with respect to the Beneficial Interests of the Second Trust, by 

and between SSEC and BNPP, and by and between SSEC or BNPP and an investor. 

 

“Trust Business Act” means the Trust Business Act of Japan (Law No. 154 of 2004, as amended). 

 

“Trust Business Act Order” means the Trust Business Act Order (Cabinet Order No. 427 of 2004, as 

amended). 

 

“Trust Calculation Date” means the date which is two (2) Business Days prior to each Second Trust 

Payment Date. The first Trust Calculation Date will be March 24, 2017. 

 

“Trust Calculation Period” means the period commencing on (and including) the date immediately 

following the last Trust Calculation Date to (and including) the current Trust Calculation Date. The 

initial Trust Calculation Period will be (i) with respect to the First Trust, from and including the Trust 

Commencement Date to and including the first Trust Calculation Date to occur on March 24, 2017 and 

(ii) with respect to the Second Trust, from and including the Trust Commencement Date of the Second 

Trust to and including the first Trust Calculation Date to occur on March 24, 2017. 

 

“Trust Commencement Date” means February 23, 2017, which date will be the date when the 

Trustor of the First Trust entrusts the Initial Auto Loan Receivables to the Trustee of the First Trust. 

 

“Trust Commencement Date of the Second Trust” means February 27, 2017, which date will be the 

date when the Trustor of the Second Trust entrusts the Loan Receivables to the Trustee of the Second 

Trust. 

 

“Trust Expenses” means the expenses incurred by the Trustee of the First Trust or the Trustee of the 

Second Trust, as the case may be, which are reasonable and necessary for the administration of the 

Trust including any fees for bank transfer which will be borne by the Trustee of the First Trust or the 

Trustee of the Second Trust in accordance with the relevant Transaction Documents, fees for account 

management payable to the financial institution with which an account to maintain trust monies is 

established, attorney’s fees and other expenses for conciliation, arbitration, action or other dispute 

settlement proceedings and consultation between the parties, expenses for notification, notice and 

other administrative procedures required in connection with the First Trust or the Second Trust, as the 

case may be, Rating Fees, Costs of the Second Trust, other expenses necessary or useful for the 

performance of the trust business and damage or liability suffered or borne by the Trustee of the First 

Trust or the Trustee of the Second Trust, as the case may be, in connection with the performance of the 

trust business; provided, however, the Fees for the Trustee of the First Trust and the Second Trust, the 

Servicing Fee, and damage or liability arising from the violation by the Trustee of the First Trust of the 

First Trust Agreement or by the Trustee of the Second Trust of the Second Trust Agreement will not 

be included. 
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“Trust Management Account” means a bank account opened with a Qualified Bank under the First 

Trust Agreement, which the Trustee of the First Trust will establish (on or before the Trust 

Commencement Date) in its name for the purpose of holding all Collections, the Deposit Money and 

any other cash included in the Trust Assets of the First Trust. 

 

“Trust Period” means (i) with respect to the First Trust, the period from and including the Trust 

Commencement Date to and including the Trust Termination Date of the First Trust and (ii) with 

respect to the Second Trust, the period from and including the Trust Commencement Date of the 

Second Trust to and including the Trust Termination Date of the Second Trust. 

 

“Trust Termination Date” means the Trust Termination Date of the First Trust and the Trust 

Termination Date of the Second Trust, as the context may require. 

 

“Trustee’s Fee” means the Fees for the Trustee of the First Trust, the Fees for the Trustee of the 

Second Trust and the initial trustee’s fee being the amount separately agreed between the Trustor of 

the First Trust and the Trustee of the First Trust, in its capacity as Trustee of the First Trust and as 

Trustee of the Second Trust, to be paid by the Trustor of the First Trust on the Trust Commencement 

Date of the Second Trust in accordance with Article 22.1 of the First Trust Agreement and Article 16.1 

of the Second Trust Agreement. 

 

“Trustee Eligibility Criteria” means in relation to any entity, each of the following requirements: 

 

(a) it is a corporation authorized or licensed to conduct trust business in Japan; and  

 

(b) it satisfies the Rating Agencies’ criteria for an institution acting as trustee in relation to the 

securitization of auto loan receivables in Japan.  

 

“Trustee of the First Trust” means the trustee in respect of the First Trust Agreement. 

 

“Trustee of the Second Trust” means the trustee in respect of the Second Trust Agreement. 

 

“Trustor” means (i) with respect to the First Trust Agreement, VWFSJ and (ii) with respect to the 

Second Trust Agreement, SSEC. 

 

“Trustor of the First Trust” means the Trustor under the First Trust Agreement. 

 

“Trustor of the Second Trust” means a Trustor under the Second Trust Agreement. 

 

“Uncollectable Auto Loan Receivables” means Auto Loan Receivables that have become Defaulted 

Receivables and the Guarantor has not made payment with respect to such Auto Loan Receivables 

during the Monthly Period immediately preceding the Reporting Date . 

  

“Underwriter” means BNPP, as an underwriter of the Beneficial Interests of the Second Trust from 

the Initial Beneficiary of the Second Trust. 
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