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Note To Investors 
 

 

1. This Information Memorandum is prepared in connection with the Beneficial 

Interests of the Second Trust (as defined below) and the Asset Backed Loans to the 

Second Trust (as defined below). 

 

2. The trust beneficial interests (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 BNP Paribas Securities (Japan) Limited (“BNPP” or “Lead 

Arranger”) as trustor and the initial beneficiary, to The Norinchukin Trust & 

Banking Co.,Ltd. (“Norinchukin Trust”), in its capacity as Trustee of the Second 

Trust under the Second Trust Agreement, will be sold to investors by BNPP as the 

Lead Manager (“Lead Manager”). 

 

3. 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. 

 

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

purchase the Beneficial Interest of the Second Trust 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. 

 

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

document to be delivered prior to the execution of a contract as information to be 

provided 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). 

 

6. The holders of the Beneficial Interest of the Second Trust are prohibited from 

assigning, pledging or creating any other security interest over the Beneficial 

Interest of the Second Trust without the prior written approval of the Trustee of the 

Second Trust.  When a holder of the Beneficial Interest of the Second Trust assigns 

the Beneficial Interest of 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 the assumption of all of the obligations of the 

beneficiaries and certain limitations of the Beneficial Interest of the Second Trust 

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 Products), III (Matters Concerning the Beneficial Interest of the 

Second Trust and the Asset Backed Loans to the Second Trust), item 3 (Other 

Matters Regarding the Beneficial Interest of the Second Trust and Asset Backed 

Loans to the Second Trust) below. 

 

7. 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 
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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 

Products), III (Matters Concerning the Beneficial Interest of the Second Trust and 

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

Beneficial Interest of the Second Trust and Asset Backed Loans to the Second Trust) 

below. 

 

8. The payment of principal of the Beneficial Interest of the Second Trust 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 Beneficial Interest of the Second 

Trust 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 Beneficial Interest of the Second 

Trust 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 Beneficial 

Interest of the Second Trust and the ABL Lenders to the Second Trust.  Please 

consider and make your own investment decision on whether or not to purchase the 

Beneficial Interest of the Second Trust 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 Beneficial Interest of 

the Second Trust and the Asset Backed Loans to the Second Trust.  With respect to 

the risks associated with the Beneficial Interest of the Second Trust and the Asset 

Backed Loans to the Second Trust, please carefully review Part 1 (Information about 

the Products), III (Matters Concerning the Beneficial Interest of the Second Trust 

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 Beneficial Interest of the Second Trust and the Repayment of Principal and 

Payment of Interest on the Asset Backed Loans to the Second Trust) below.  

However, please note that this Information Memorandum does not specify or 

indicate all the risks of the Beneficial Interest of the Second Trust and the Asset 

Backed Loans to the Second Trust. 

 

9. 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 

Beneficial Interest of the Second Trust or lend the Asset Backed Loans to the Second 

Trust, please also refer to the relevant Transaction Documents. 

 

10. To the extent that the Lead Manager makes a market in the Beneficial Interest of 

the Second Trust and the Asset Backed Loans to the Second Trust (which it is under 

no obligation to do), it would expect to receive income from the spreads between its 

bid and offer prices for those products.  The price at which the Lead Manager may 

be willing to purchase those products, if it makes 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 

it may be willing to sell those products. 
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11. If the Lead Manager becomes holders of any of those products, through market-

making activity or otherwise, any actions that it takes in its 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 Beneficial Interest of the 

Second Trust or lenders of the Asset Backed Loans to the Second Trust. 

 

12. Subject to the terms and conditions set forth in the Placement Service Agreement 

between MBF and the Lead Manager, the Lead Manager will receive an 

arrangement fee from MBF.  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. 

 

13. The Lead Manager expects it will derive various ancillary benefits from this 

transaction, and its 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 Lead Manager expects that a completed 

transaction will enhance its ability to assist clients and counterparties in the 

transaction and in other transactions.  The Lead Manager expects to derive fees and 

other revenues from these transactions.  In addition, participating in a successful 

transaction and providing related services to clients may enhance relationships 

between the Lead Manager and various parties, facilitate additional business 

development, and enable the Lead Manager to obtain additional business and 

generate additional revenue.  The Lead Manager also expects to benefit from a 

completed transaction because the transaction may establish a market precedent, 

thus enhancing ability of the Lead Manager to conduct similar transactions in the 

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

 

14. The Lead Manager has 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 Lead 

Manager has 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). 

Further, the Lead Manager has entered into a basic contract for the dispute 

resolution procedures with Japan Financial Services Association, a designated 

dispute resolution organization under the Lending Business Act. If you are to utilize 

Japan Financial Services Association for any complaints or disputes in relation to 

this transaction, please contact Japan Financial Services Association Money 

Lending Business Consultation and Dispute Resolution Center (Tel: 0570-051-051). 

 

15. If any regulatory authority or any other authorized governmental agency requires 

the Trustee of the Second Trust to report the transfer price of the Beneficial Interest 

of the Second Trust or the Asset Backed Loans to the Second Trust, or the method 

of payment thereof, the holders of the Beneficial Interest of the Second Trust 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. 

 

16. 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. 
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17. Capitalized terms which are not otherwise defined in the body of this Document are 

defined in Part 4 (Definitions) below. 
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INFORMATION MEMORANDUM 

 

November 21, 2025 

 

Name of Product 

Silver Arrow Japan 2025-2 

The Beneficial Interests of the Second Trust and the Asset 

Backed Loans to the Second Trust 

Form of Product 
Trust Beneficial Interest (Private Placement/Not Listed) 

Loan 

Name of Trustor of 

the Second Trust 

and mediator of the 

Asset Backed Loans 

to the Second Trust 

BNP Paribas Securities (Japan) Limited 

Place of Head 

Office of Trustor of 

the Second Trust 

and mediator of the 

Asset Backed Loans 

to the Second Trust 

GranTokyo North Tower, 9-1, Marunouchi 

1-chome, Chiyoda-ku, Tokyo 

Name of Trustee of 

the Second Trust 
The Norinchukin Trust & Banking Co.,Ltd. 

Place of Head 

Office of Trustee of 

the Second Trust 

KANDA SQUARE 5F, 2-1, Kandanishiki-cho 2-chome, 

Chiyoda-ku, Tokyo 

Name of Lead 

Manager 
BNP Paribas Securities (Japan) Limited 

Place of Head Office 

of Lead Manager 

BNP Paribas Securities (Japan) Limited 

GranTokyo North Tower, 9-1, Marunouchi 1-chome, Chiyoda-

ku, Tokyo 

Main Governing 

Law 
Japanese Law 

 

The Product for this Information Memorandum 

 

Name of Product and Amount: 

  Silver Arrow Japan 2025-2  The Beneficial Interests of the Second Trust 

 JPY 16,400,000,000  

  Silver Arrow Japan 2025-2  The Asset Backed Loans to the Second Trust 

 JPY 33,600,000,000  
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PART 1. 

INFORMATION ABOUT THE PRODUCTS 

I. Basic Structure Etc. 

1. Summary of the Structure 

Structure Diagram 

 

 

(1) Outline of the Structure 

 

① Under the First Trust Agreement, to be entered into by and between Mercedes-Benz Finance 

Co., Ltd. (“MBF”) as Trustor of the First Trust, and Norinchukin Trust, as Trustee of the First 

Trust, on November 21, 2025, MBF will entrust Initial Auto Loan Receivables to the Trustee 

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

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

third parties by registering the entrustment of the Initial Auto Loan Receivables in accordance 

with the Perfection Act. MBF will also entrust the Cash Collateral Amount to the Trustee of 

the First Trust on the Cash Entrustment Date. 

 

② The First Trustee will issue the Initial Senior Beneficial Interests and the Subordinated 

Beneficial Interests under the First Trust Agreement and MBF will be the initial beneficiary 

of those Beneficial Interests. 

 

③ The Trustee of the First Trust will enter into the Asset Backed Loan Agreement to the First 

Trust with BNPP on November 21, 2025, and will borrow money thereunder on November 

26, 2025 and on the same date redeem the Initial Senior Beneficial Interests to be created by 

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

the funds made available thereby.  
 

④ BNPP and Norinchukin Trust, as Trustee of the Second Trust, will enter into the Second Trust 

Agreement on November 21, 2025, and BNPP 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). 
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⑤ 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 November 21, 2025, and will borrow money 

thereunder on November 26, 2025 (the “Settlement 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. 

 

⑥ After the partial redemption of the Beneficial Interests of the Second Trust described in ⑤ 

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

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. 

 

⑦ MBF and the Trustee of the First Trust will enter into the Servicing Agreement on November 

21, 2025.  Under the terms of the Servicing Agreement, the collection of the Auto Loan 

Receivables from the Obligors will be delegated to MBF, who will conduct such business on 

behalf of the Trustee of the First Trust.  MBF and the Trustee of the First Trust will enter into 

the Sub-Servicing Agreements with each of JACCS Co., Ltd. (“JACCS”) and Orient 

Corporation (“Orico”).  Under the terms of the respective Sub-Servicing Agreements, a 

certain part of the business delegated to MBF under the Servicing Agreement will be sub-

delegated to JACCS and Orico. 

 

⑧ (i) On each Additional Entrustment Date (Revolving Period) and only if the conditions set 

forth in Article 3.1(b) of the First Trust Agreement are satisfied, MBF may additionally entrust 

the Additional Auto Loan Receivables to the Trustee of the First Trust by obtaining the Trustee 

of the First Trust 's consent, and (ii) in the case of occurrence of a Down Grade Trigger, MBF 

shall additionally entrust the additional Auto Loan Receivables or money to the Trustee of the 

First Trust. After such additional entrustment of Auto Loan Receivables, MBF and the Trustee 

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

the additional entrustment of such Auto Loan Receivables in accordance with the Perfection 

Act. The Additional Senior Beneficial Interests to be created by the additional entrustment of 

Additional Auto Loan Receivables will be redeemed, in principle, during the Revolving Period. 

 

(2) Summary of Credit Enhancement 

 

Credit Enhancement by the Subordinated Beneficial Interests 

 

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

respect to the entrustment of the Initial Auto Loan Receivables.  In addition, Additional Senior 

Beneficial Interests will be created with respect to the entrustment of the Additional Auto Loan 

Receivables.  The Subordinated Beneficial Interests will be held by MBF throughout the Trust 

Period. 

 

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

Cut-off Date was 53,191,562,190 yen.  The amount of the initial principal of the Initial Senior 

Beneficial Interests is 50,000,000,000 yen and the amount of the initial principal of the 

Subordinated Beneficial Interest is 3,191,562,190 yen. The principal amount of the Subordinated 

Beneficial Interest will be increased by (i) the entrustment of the Cash Collateral Amount on the 

Cash Entrustment Date, and (ii) the additional entrustment of the additional Auto Loan Receivables 

or the Additional Cash Collateral Amount, as the case may be, on the Additional Entrustment Date 

(Down Grade Trigger). 
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The amount of principal of the Additional Senior Beneficial Interest created upon the entrustment 

of the Additional Auto Loan Receivables on each Additional Entrustment Date (Revolving Period) 

shall be an amount equal to the aggregate Outstanding Principal Balance of such Additional Auto 

Loan Receivables as of the relevant Additional Entrustment Cut-Off Date (Revolving Period). 

 

The First Trust Agreement provides that during the Trust Period, the Available Distribution Profit 

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 the Second 

Trust, towards the payment of interest on the Asset Backed Loan to the First Trust. Payments to the 

Subordinated Beneficiary as the redemption on the principal of the Subordinated Beneficial Interest 

will only be made after all of the obligation under the Asset Backed Loan to the First Trust have 

been paid.  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 prior distributions have 

been made and when any amounts still remain in the Principal Ledger and the Profit Ledger after 

such distributions. In addition, the principal amount of the Subordinated Beneficial Interest will 

fluctuate in accordance with the change of the amount of the Cash Collateral Ledger. 

 

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 a Servicer Replacement 

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

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

distributed in kind as the redemption of the principal. 

 

Credit Enhancement through Overcollateralization 

 

If the Overcollateralization Ratio is below 4% as of any Trust Calculation Date, an Early 

Amortization Event will occur.  The Overcollateralization Ratio means the ratio of one minus the 

fraction of (a) the Asset Backed Loan Principal Balance as of the relevant Trust Calculation Date 

as numerator, and (b) the aggregate Outstanding Principal Balance of all outstanding Auto Loan 

Receivables as of such relevant Trust Calculation Date as denominator. 

 

2. Related Parties 

 

(a) Trustor of the First Trust, Servicer: 

 

Mercedes-Benz Finance Co., 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: 

 

The Norinchukin Trust & Banking Co.,Ltd. 

 

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

Beneficiary of the Second Trust: 

 

BNP Paribas Securities (Japan) Limited  

 

(d) Guarantors and Sub-Servicers: 

 

JACCS Co., Ltd. and Orient Corporation 

 

(e) Rating Agency: 

 

Moody’s SF Japan Kabushiki Kaisha 
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(f) Examiner of the Auto Loan Receivables: 

 

Tokyo Kyodo Accounting Office 

 

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

 

BNP Paribas Securities (Japan) Limited  

 

3. Name and Type of Beneficial Interest of the Second Trust and Status of Beneficial Interest of the 

Second Trust and Asset Backed Loans to the Second Trust 

(1) Name of Beneficial Interest of the Second Trust 

 

Silver Arrow Japan 2025-2  The Beneficial Interests of the Second Trust 

 

(2) Type of Beneficial Interest of the Second Trust 

 

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 Beneficial Interest of the Second Trust and Asset Backed Loans to the Second 

Trust 

 

Each Beneficial Interest of the Second Trust 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. 

 

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 Beneficial Interest of the Second Trust and the Asset Backed Loans to the Second Trust 

are expected to be rated Aaa(sf) by Moody’s SF Japan Kabushiki Kaisha.  This rating will be 

assigned to the Beneficial Interest of the Second Trust 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 May 2034.  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 the rating agency.  A suspension, reduction or withdrawal of the 

rating assigned to the Beneficial Interest of the Second Trust and the Asset Backed Loans to 

the Second Trust may adversely affect the market price of the Beneficial Interest of the Second 

Trust and the Asset Backed Loans to the Second Trust. 

 

4. Summary of Principal Features of Beneficial Interest of the Second Trust and the Asset Backed 

Loans to the Second Trust  

 Principal Features of the Beneficial 

Interest of the Second Trust 

Principal Features of the Asset 

Backed Loans to the Second 
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Trust 

Nominal 

Amount 

16,400,000,000 yen 33,600,000,000 yen 

Scheduled 

Dividend / 

Interest Rate 

1.28% per annum 1.28% per annum 

Issue Price / 

Loan Amount 

100 per cent 100 per cent 

Expected 

Redemption / 

Repayment 

Date 

The Second Trust Payment Date in 

February 2030 

The Second Trust Payment Date in 

February 2030 

Final 

Redemption / 

Repayment 

Date 

The Second Trust Payment Date in May 

2034 
The Second Trust Payment Date in  

May 2034 

Expected 

Ratings  

Aaa(sf) by Moody’s Aaa(sf) by Moody’s 

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 

 

II. Matters Concerning the Sale of the Beneficial Interest of the Second Trust and Lending of 

the Asset Backed Loans to the Second Trust   

1. Matters Concerning the Sale of the Beneficial Interest of the Second Trust  

(1) Unit price 

 

100 million yen per unit. 

 

(2) Aggregate amount of the Beneficial Interest of the Second Trust 

 

16,400,000,000 yen. 

 

(3) Issue price 

 

100% of the principal amount of the Beneficial Interest of the Second Trust. 

 

(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 BNPP until November 21, 2025. 

 

(5) Purchase Price payment date and method of payment 

 

On the Settlement Date, the purchase price for the Beneficial Interest of the Second Trust will 

be paid to BNPP in accordance with the method set forth in the Trust Beneficial Interest Sale 

and Purchase Agreement. 
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(6) Sales fee 

 

No sales fee will be charged on the purchaser of the Beneficial Interest of the Second Trust.  

 

(7) Method of placement 

 

The Beneficial Interest of the Second Trust 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 November 21, 2025, 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 November 26, 2025, 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 Collections Account.  The expenses in relation to such 

remittance will be borne by the ABL Lenders to the Second Trust. 

 

III. Matters Concerning the Beneficial Interest of the Second Trust 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 Beneficial Interest of the Second Trust 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 December 29, 2025, 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.   

 

(2) Scheduled dividend/interest rate 

 

1.28% 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 
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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 : (i) the first or last Interest 

Calculation Period is longer than one calendar month, such Interest Calculation Period shall 

be deemed to be a period of 30 days plus the number of calendar days in excess of such 

calendar month; and (ii) the first or last Interest Calculation Period is shorter than one calendar 

month, such Interest Calculation Period shall be deemed to be a period of 30 days minus the 

number of calendar days short of such calendar month. 

 

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.  

 

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

the Second Trust  

 

(1) Redemption and Repayment Dates 

 

After the expiration of the Revolving Period, the same dates as the payment dates set forth in 

1(1) (Payment Dates) above. 

 

(2) Redemption of the Beneficial Interest of the Second Trust 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, the 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 the 

amount of all principal repayment of the Loan Receivables from the Trustee of the First Trust 

to the Trustee of the Second Trust after deducting outstanding tax, the Trust Expenses, 

distribution of dividends on the Beneficial Interests of the Second Trust and interest on the 

Asset Backed Loan to the Second Trust.  Such amount 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, 

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.  
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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 shall 

be aggregated and shall be reserved in the Collections Account until the next Second Trust 

Payment Date. 

 

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 

Beneficial Interest of the Second Trust and the Asset Backed Loan to the First Trust will be 

repaid in full. 

 

(3) Final Redemption/Repayment Date 

 

The Second Trust Payment Date in May 2034. 

 

(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 Beneficial Interest of the Second Trusts 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 
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of the Beneficial Interest of the Second Trusts and the Asset Backed Loans to the Second Trust, 

based upon the following assumptions, will be as follows:  

Assumptions: 

 

(i) No losses or delinquencies occur; and 

 

(ii) The annualized conditional prepayment rate is 15%, the Clean-Up Call is exercised, 

and no Early Amortization Event occurs. 

 

It should be noted that the actual amortization of the Beneficial Interests of the Second Trust 

and the Asset Backed Loans to the Second Trust may differ substantially from the 

amortization scenario indicated below.  

 

Expected Amortization 

      

15% CPR, 0% Gross Losses/Delinquencies, Clean-Up Call Exercised, no Early 

Amortization Event 

WAL: 2.55 years   

Period 

(Month-Year) 

Principal Amount Outstanding 

at Month End 
Amortization 

Nov-2025 50,000,000,000 - 

Dec-2025 50,000,000,000 -  
Jan-2026 50,000,000,000 -  
Feb-2026 50,000,000,000 -  
Mar-2026 50,000,000,000 -  
Apr-2026 50,000,000,000 -  
May-2026 50,000,000,000 -  
Jun-2026 50,000,000,000 -  
Jul-2026 50,000,000,000 -  

Aug-2026 50,000,000,000 -  
Sep-2026 50,000,000,000 -  
Oct-2026 50,000,000,000 -  
Nov-2026 50,000,000,000 -  
Dec-2026 48,279,894,652 1,720,105,348  

Jan-2027 46,586,354,430 1,693,540,222  

Feb-2027 45,029,256,615 1,557,097,815  

Mar-2027 43,491,474,003 1,537,782,612  

Apr-2027 41,882,943,127 1,608,530,876  

May-2027 40,314,403,322 1,568,539,805  

Jun-2027 38,801,872,120 1,512,531,202  

Jul-2027 37,193,449,337 1,608,422,783  

Aug-2027 35,767,957,846 1,425,491,491  

Sep-2027 34,388,512,146 1,379,445,700  

Oct-2027 32,707,467,196 1,681,044,950  
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Nov-2027 31,368,073,944 1,339,393,252  

Dec-2027 29,873,618,422 1,494,455,522  

Jan-2028 28,376,345,839 1,497,272,583  

Feb-2028 27,070,867,463 1,305,478,376  

Mar-2028 25,783,517,813 1,287,349,650  

Apr-2028 24,282,703,217 1,500,814,596  

May-2028 22,913,212,094 1,369,491,123  

Jun-2028 21,504,326,714 1,408,885,380  

Jul-2028 20,131,931,335 1,372,395,379  

Aug-2028 18,883,991,482 1,247,939,853  

Sep-2028 17,745,476,877 1,138,514,605  

Oct-2028 16,372,689,566 1,372,787,311  

Nov-2028 15,513,669,172 859,020,394  

Dec-2028 14,586,710,259 926,958,913  

Jan-2029 13,680,585,642 906,124,617  

Feb-2029 12,930,475,532 750,110,110  

Mar-2029 12,141,745,528 788,730,004  

Apr-2029 11,274,407,302 867,338,226  

May-2029 10,569,764,034 704,643,268  

Jun-2029 9,866,995,675 702,768,359  

Jul-2029 9,139,341,432 727,654,243  

Aug-2029 8,436,958,197 702,383,235  

Sep-2029 7,714,848,750 722,109,447  

Oct-2029 6,837,613,873 877,234,877  

Nov-2029 6,306,357,776 531,256,097  

Dec-2029 5,587,168,483 719,189,293  

Jan-2030 4,896,088,757 691,079,726  

Feb-2030 0 4,896,088,757  

 

(5) Weighted Average Life 

The weighted average life of the Beneficial Interests of the Second Trust 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 Beneficial Interests of the Second Trust and the Drawdown Date 

to the Second Trust to the date of redemption or repayment of the principal of the Beneficial 

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

of the Beneficial Interests of the Second Trust and the ABL Lenders to the Second Trust 

(assuming no gross losses or delinquencies).  The weighted average life of the Beneficial 

Interests of the Second Trust 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. 
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Expected Weighted Average Life and 

Expected Maturity   

    

0% Gross Losses/Delinquencies, Clean-Up Call Exercised, no Early Amortization 

Event 

    

 

Beneficial Interest of the Second Trust 

 Asset Backed Loans to the Second Trust 

CPR Weighted Average Life 

First Principal 

Payment 

Month-Year 

Expected 

Redemption 

Month-Year  

9% 2.71 years December-2026 May-2030 

11% 2.65 years December-2026 April-2030 

13% 2.60 years December-2026 March-2030 

15% 2.55 years December-2026 February-2030 

17% 2.50 years December-2026 February -2030 

19% 2.45 years December-2026 January-2030 

21% 2.41 years December-2026 December-2029 

    

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

and no Early Amortization Event occurs.   

The above figures are based on the pool cut as of the Initial Cut-off Date.  

 

 

3. Other Matters Regarding the Beneficial Interest of the Second Trusts and the Asset Backed Loans 

to the Second Trust 

(1) Restriction of Assignment 

 

The holders of the Beneficial Interest of the Second Trust and the ABL Lenders to the Second 

Trust are prohibited from dividing, assigning, pledging or creating any other security interest 

over any of the Beneficial Interest of the Second Trust 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 Beneficial Interest of the Second Trust as long as the 

requirements under paragraph (2) below are satisfied.  

 

(2) Method of Assignment 

 

When a holder of the Beneficial Interest of the Second Trust or an ABL Lender to the Second 

Trust intends to assign its Beneficial Interest of the Second Trust or its Asset Backed Loan to 

the Second Trust, as the case may be, such person (in this Clause 3 (Other Matters Regarding 

the Beneficial Interest of the Second Trusts 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 identification at the time of transaction 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 identification at the time of transaction 

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

identification at the time of transaction before such assignment, (ii) subject to completion of 

the above-mentioned identification at the time of transaction by the Trustee of the Second 

Trust, submit and will cause the assignee thereof to jointly submit (x) the Request for 
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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) (x) in the case of the assignment of the Beneficial Interest of the Second 

Trust, cause the assignee thereof to make certain representations and warranties and agree to 

the covenants with respect to (a) the assumption of the obligations of the Beneficiaries of the 

Second Trust and certain limitations of the Beneficial Interest of the Second Trust 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) item (5) (c) (Restrictions on 

and Undertakings of the Beneficiaries of the Second Trust) below and the agreements set 

forth in the Request for Approval of Assignment of the Beneficial Interests of the Second 

Trust and Approval Thereof, or (y) in the case of the assignment of the Asset Backed Loan 

to the Second Trust, cause the assignee thereof to make certain representations and warranties 

and agree to the covenants with respect to the assumption of the obligations of the Assignor, 

as the Lender and  certain limitations of the Loan 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 as set forth in the Request for Approval of Assignment of the Asset Backed 

Loan to the Second Trust and Approval Thereof.  Provided, however, that if assignment of 

the Beneficial Interests of the Second Trust is made by the Initial Beneficiary of the Second 

Trust to its assignee, 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 Beneficial Interest of the Second Trust, the Trustee of the Second Trust 

will affix a seal of approval on the Request for Approval of Assignment of the Beneficial 

Interests and Approval Thereof.  The Trustee of the Second Trust shall 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 Beneficial Interest of the Second Trust 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);  

 



 

 

21 

 

(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 Beneficial Interest of the Second Trust, as a result of 

the assignment of the Beneficial Interest of the Second Trust, 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 (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 Beneficial Interest of the Second Trust 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) Assignment of the Asset Backed Loan to the Second Trust without consent 

 

If the Loan Receivables to the Second Trust are assigned in breach of or failing to perform the 

obligation under Article 17.1 to Article 17.3 of the Asset Backed Loan Agreements to the 

Second Trust (such assignment is referred to as the “Noncompliant Assignment”, the 

assignor under the Noncompliant Assignment as the “Noncompliant Assignor”, the assignee 

under the Noncompliant Assignment as the “Noncompliant Assignee”, and the assigned 

receivables as the “Non-compliantly Assigned Receivables”), the Trustee of the Second 

Trust may take either of the following measures as long as the Noncompliant Assignor has the 

right to receive repayment pursuant to Article 466 (3) of the Civil Code, provided that the 

Trustee of the Second Trust shall not be liable for any damages arising out of or as a result of 

such measures. 
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(a) The Trustee of the Second Trust does not need to handle any additional procedures which 

is necessary for treating the Noncompliant Assignee as the creditor of the Loan 

Receivables; and 

 

(b) The Trustee of the Second Trust may treat the Noncompliant Assignor as the creditor of 

the Non-compliantly Assigned Receivables. In this case, the Trustee of the Second Trust 

shall pay the principal and interest of the Non-compliantly Assigned Receivables to the 

Noncompliant Assignor. 

 

The Noncompliant Assignor and the Noncompliant Assignee shall resolve the dispute arising 

from the Noncompliant Assignment on their own cost and responsibility. If the Trustee of the 

Second Trust, other lenders (excluding other Noncompliant Assignees) and the Trust 

Beneficiaries suffer damages based on the Noncompliant Assignment, the Noncompliant 

Assignor shall compensate such damages. 

 

(4) Charges and Expenses  

 

All expenses incurred in connection with the assignment of the Beneficial Interest of the 

Second Trust and the Asset Backed Loan to the Second Trust will be jointly and severally 

borne by the Assignor and the assignee. 

 

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

 

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

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 

Trust Beneficiaries of the Second Trust.  The Trustor of the Second Trust as the Initial 

Trust Beneficiary of the Second Trust agrees to the foregoing.  

 

(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 
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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 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) the second sentence of this paragraph (d) 

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. 

 

(6) 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, with respect to the Trustee of the Second Trust’s own proprietary assets, 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 bankruptcy or other similar insolvency 

proceedings under the laws of Japan or any foreign laws or cause any 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 Beneficial Interest of the Second Trust and the Repayment of Principal and 

Payment of Interest on the Asset Backed Loans to the Second Trust 
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The redemption of the principal of and distribution of dividends on the Beneficial Interests of the 

Second Trust 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.  

 

(a) Risk of the shortage of the Collection of Auto Loan Receivables against the amount 

necessary for the redemption 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 the interest on 

the Asset Backed Loans to the Second Trust 

 

Since 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, 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 Beneficial Interests of the Second Trust 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 

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 are only made from the Trust Assets 

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

Beneficial Interests of the Second Trust 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 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 the interest on 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 MBF and the 

Guarantor (the “Guarantee Agreement”).  If an Obligor fails to make payments of the Auto 

Loan Receivables, or any Auto Loan Receivables become accelerated in accordance with the 

terms of the Auto Loan Agreement, the Guarantor will perform the guaranty obligation in 

accordance with the Guarantee Agreement.  However, under the Guarantee Agreement the 

Guarantor is exempted from its guaranty obligations, among other items, (i) if the Auto Loan 

Agreement was made based on the fraud by the Dealer, or the Dealer and the Obligor, and the 

Guarantor did not know such fact without negligence when the Guarantor entered into the 

Auto Loan Agreement;  (ii) if the Obligor can assert the defense against MBF pursuant to the 

Installment Sales Act and it is impossible or significantly difficult for the Guarantor, to whom 

MBF delegates the collection service, to make a claim to the Obligor due to the existence of 

such defense; (iii) if MBF and the Obligor amend the Auto Loan Receivables without 

obtaining the consent of the Guarantor; or (iv) in other cases where the obligation to repay the 

Auto Loan Receivables are considered not to be performed due to the reason attributable to 

MBF or the Dealer.  

 

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 

Beneficial Interests of the Second Trust 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 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 are affected by the 

collection status of the Auto Loan Receivables constituting the Trust Assets of the First Trust.  
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The Auto Loan Agreement provides that an Obligor may make an early repayment if it pays 

certain early payment charges.  The amount of the Collection in the case of early repayments 

shall be deemed as the amount equivalent to the aggregate amount of the Outstanding Principal 

Balance of the Auto Loan Receivables and the accrued interest corresponding to the Monthly 

Period in which MBF collects such prepayments, and therefore, depending on the timing and 

amount of early repayments, 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 would be 

affected.   

 

 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 Beneficial 

Interests of the Second Trust and the Asset Backed Loan to the Second Trust. 

 

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

 

With respect to Auto Loan Receivables: 

 

In connection with the entrustment of the Auto Loan Receivables from MBF 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 MBF, the court or a receiver (kanzainin) 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 MBF 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)  MBF and the Trustee of the First Trust intend a true transfer of the Auto Loan Receivables 

(which is not a security by way of assignment or other security interest), and the terms 

and conditions of the First Trust Agreement reflect such intention of the parties.  In 

addition, at a duly convened meeting of the Board of Directors of the Trustor of the First 

Trust the Board of Directors of the Trustor of the First Trust approved a resolution in 

which the First Entrustment is to be made under true transfer; 

 

(ii) Under the First Trust Agreement, MBF 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 Additional Senior 

Beneficial Interests and the Subordinated Beneficial Interests; 

 

(iii) Under the First Trust Agreement, MBF 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 MBF 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 MBF, except 

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

 

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

Fees as Servicer under the Servicing Agreement. MBF in its capacity as Senior 



 

 

26 

 

Beneficiary with respect to the Additional Senior Beneficial Interests and Subordinated 

Beneficiary, may also receive principal of the Additional Senior Beneficial Interests, and 

principal of and dividends on the Subordinated Beneficial Interests, subject to certain 

conditions.  However, other than such rights, MBF 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) MBF will hold the Subordinated Beneficial Interests during the Trust Period and the 

entrustment of additional Auto Loan Receivables or money to the Trustee of the First 

Trust will be made in the case where the Down Grade Trigger occurs, which will enable 

MBF 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 level of such credit enhancement does not significantly exceed the appropriate ratio 

reasonably calculated as the level of the credit enhancement required in light of factors 

including the credit ratings assigned by the Rating Agency and the nature of the pool of 

the Auto loan Receivables. Most of risks regarding the Auto Loan Receivables are 

transferred to the Trustee of the First Trust and the remaining risk in the Trustor of the 

First Trust is limited, therefore the level of the credit enhancement will still not negate 

the legal characteristics of the First Entrustment being an entrustment without creation of 

any security interest.  Also, additional entrustment of the Additional Auto Loan 

Receivables may be made during the Revolving Period, however, such additional 

entrustment will not be made for the purpose of the credit enhancement, therefore such 

additional entrustment will not negate the legal characteristics of the First Entrustment 

being an entrustment without creation of any security interest;  

 

(vi) The entrustment of the Auto Loan Receivables from MBF 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) MBF 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 MBF 

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, MBF shall pay guarantee fees to the Guarantor, which may 

be construed that the payment of the guarantee fee and performance of the Guarantor’s 

obligation are a compensatory relationship.  As a result, if MBF enters any Insolvency 

Proceedings, the receiver (kanzainin) of MBF may have an option to terminate the Guarantee 

Agreement as 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 (kanzainin) of 

MBF 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 MBF as Servicer 

 

With respect to the remittance of the Collections: 
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The servicing of the Auto Loan Receivables will be performed by MBF, the original holder of 

the Auto Loan Receivables.  In the event MBF enters into Insolvency Proceedings, the 

collection of the Auto Loan Receivables by MBF may be temporarily suspended, or the 

Collections may be mixed with the general property of MBF, and as a result, the redemption 

of the principal and the payment of the dividends of 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 suffer adverse effects.   

 

However, the above mentioned risk is mitigated to the extent that the senior and subordination 

structure is adopted under the First Trust Agreement, and the Servicing Agreement can be 

terminated in certain cases as described below. 

 

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. (Collection of Assets Constituting the Trust Assets), 

(5) (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 cancel and terminate the delegation of the servicing to MBF, and (ii) the Trustee of 

the First Trust itself or another third party will succeed to MBF, 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 (kanzainin) or a rehabilitation 

debtor.  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 impossible as a result and the redemption 

of the principal and the payment of the dividends of 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 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. In addition, set-off by the Obligors of the Auto Loan Receivables 

and the Obligors’ receivables against the Trustee may be valid based on the proviso of 

Paragraph 1, Article 22 of the Trust Act in the case, among others, where such Obligor does 

not know without negligence that such Auto Loan Receivables belong not to the Trustee’s 

own proprietary assets but to the trust assets. 

 

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 
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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 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.  

 

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

 

The payment obligation of the Auto Loan Receivables is guaranteed by JACCS or Orico as 

Guarantors.  If the Obligor delays its payment or defaults the payment of the 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 

of the shortage of the Collection of Auto Loan Receivables against the amount necessary for 

the redemption 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 the interest on the Asset 

Backed Loans to the Second Trust) above. 

 

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

 

Pursuant to each of the Consignment Agreements, JACCS and Orico 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 MBF, 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, MBF and JACCS and the Sub-Servicing Agreement 

entered into among the Trustee of the First Trust, MBF and Orico, JACCS and Orico will 

undertake to perform the same services as are currently provided to MBF in the relevant 

Consignment Agreement as a sub-servicer delegated by MBF and the Trustee of the First Trust.  

If JACCS or Orico 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 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 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 MBF as Servicer) above. 

 

(h) Risk relating to reliance on representations and warranties 

 

The First Trust Agreement will include certain representations and warranties by MBF 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 and the ABL Lender to the First Trust will not be obliged or expected to investigate, 
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search or confirm compliance with, or the accuracy of, those representations and warranties.  

If certain representations and warranties were false or incorrect in any material respect as of 

the time when such representations and warranties were made, MBF is obliged under the First 

Trust Agreement to repurchase all or any affected Auto Loan Receivables after making 

notification to the Trustee of the First Trust.  Such a repurchase is made on the immediately 

following Remittance Date of the date on which notice to the Trustee of the First Trust is made 

or the Trustee of the First Trust receives such notice from the Trustor of the First Trust.  MBF’s 

ability to fulfill this undertaking is dependent on the availability of funds to make such 

repurchase and may be affected by the solvency of MBF.  In addition, if such mistake or false 

representations and warranties are objectively material as of the time when such 

representations and warranties were made but MBF does not notify the Trustee of the First 

Trust of such mistake or false representations and warranties, such Auto Loan Receivables 

will not be practically 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 registration of 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 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 MBF 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 

MBF commences Insolvency Proceedings, the Trustee of the First Trust may promptly cancel 

the delegation of the servicing to MBF.  In that case, the First Trust Agreement and the 

Servicing Agreement provide that the Trustee of the First Trust on behalf of MBF, 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. 

 

In addition, in the case where the Obligors offset the Auto Loan Receivables by the Obligors’ 

receivables against MBF obtained prior to when the transfer of the Auto Loan Receivables 

from MBF to the Trustee of the First Trust by entrustment is perfected against the Obligors, 

the Trustee of the First Trust shall not invalidate such set-off. However, under the First Trust 

Agreement, MBF represents and warrants to and for the benefit of the Trustee of the First 

Trust, the ABL Lender to the First Trust and (after the entrustment of the Loan Receivables 

pursuant to the Second Trust Agreement) the Trustee of the Second Trust with respect to the 

Auto Loan Receivables on the relevant Cut-off Date that such Auto Loan Receivables are not 

subject to the right of defense of set-off and covenants that MBF shall not take any step which 

would result in any Auto Loan Receivable ceasing to meet the Eligibility Criteria (including, 

without limitation, acts which would result in any Obligor having a defence or cause of 

defence against either the Servicer or the Trustee of the First Trust in respect of payments due 

under the relevant Auto Loan Agreement). Therefore, such representations, warranties and 

covenants are expected to reduce the risk of such set-off by the Obligors to such extent. 

 

(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 MBF for the benefit of the Obligor.  
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Registered ownership of the Purchased Vehicle is initially held by the Dealer; however, 

beneficial title in the Purchased Vehicle is transferred to MBF upon payment by MBF of the 

purchase price of the Purchased Vehicle to the Dealer until the Obligor makes all payments 

due to MBF under the Auto Loan Agreement.  In the event the Obligor defaults on its payments 

under the applicable Auto Loan Agreement and JACCS or Orico, as guarantor, makes 

payments to MBF, upon the performance in full of its obligations under the guarantee, 

beneficial title to the Purchased Vehicle will then be transferred from MBF to JACCS or Orico, 

and will be held by JACCS or Orico until such time as JACCS’s or Orico's claim against the 

Obligor is settled or otherwise extinguished.  Pursuant to the Consignment Agreement, JACCS, 

Orico or the Dealer will be the registered owner of the Purchased Vehicle in general and in 

some limited circumstances MBF. 

 

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 

MBF 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, MBF 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. 

 

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 as a right of separate satisfaction 

(betsujo-ken) may not be upheld. However, a Osaka District Court decision dated January 13, 

2017 (Case No. 1965 of 2016 (wa) – Incident Regarding Requested Exercise of Right of 

Avoidance) (the “2017 Case”) determined that in the case where the credit sales company 

acquired the receivables and the security interests (retained ownership) from the dealer by 

statutory subrogation (houtei-daii), the credit sales company may exercise the retained 

ownership as a right of separate satisfaction (betsujo-ken) without the registration of the 

vehicle. The difference between the 2010 Case and the 2017 Case is that, in the 2017 Case, 

the court found that the agreement provided “in the case where the defendant (the credit sales 

company) pays to the dealer on behalf of the obligor, the defendant (the credit sales company) 

shall be subrogated by operation of law to the claims of  the dealer pursuant to the provisions 

of the Civil Code” and the agreement clearly provided that the retained ownership to be 

exercised by the credit sales company is established by the dealer and the credit sales company, 

as subrogee, shall exercise it. The 2017 Case is considered to have determine that, since the 

subrogee may exercise the right without perfection in the case of statutory subrogation, the 

credit sales company may assert the retained ownership without the registration of the vehicle. 

If the 2017 Case applies in this transaction, even when Insolvency Proceedings were 

commenced in relation to any Obligor of a Purchased Vehicle, the Trustee of the First Trust 

may request, as a right of separate satisfaction (betsujo-ken), the transfer of registered 

ownership of the relevant Purchased Vehicle registered under the name of the Dealer. In 

addition, 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 Agency, 

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.  
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(k) Risk associated with the fact that a secondary market for the Beneficial Interests of the 

Second Trust or Asset Backed Loan to the Second Trust has not been established to date 

 

As a secondary market for the Beneficial Interests of the Second Trust or the Asset Backed 

Loan to the Second Trust has not been established, the liquidity of the Beneficial Interests of 

the Second Trust 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 Beneficial Interests of the Second Trust 

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 Beneficial Interests of the Second Trust 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 Beneficial Interests of the Second Trust or the Asset Backed 

Loan to the Second Trust may not be fully redeemed or repaid.  In addition, if the credit rating 

of the Beneficial Interests of the Second Trust or the Asset Backed Loan to the Second Trust 

is downgraded by the Rating Agency, the sales price may also be affected.  Furthermore, as 

the Beneficial Interests of the Second Trust 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 

Beneficial Interests of the Second Trust 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 that the 

Purchased Vehicle does not conform to the terms of the sales agreement (the “Non-

conformity”), 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 Instalment Sales Act: if (i) the Purchased Vehicle is not delivered to the 

Obligor, (ii) any Non-conformity 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 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 Instalment 

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. 
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In this regard, if the Obligor fails to make the payment or the Auto Loan Receivables become 

default, 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, MBF 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, if such suspension of payments occurs based on the Installment Sales Act, MBF 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, and the above 

mentioned risk is mitigated to the extent that such obligation is performed by MBF.  

 

(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 Collections 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.  

 

However, 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 is obliged to open a new bank account for trust management in 

another Qualified Bank, transfer all money in the old bank account for trust management to 

new one in accordance with certain conditions as provided in the First Trust Agreement or the 

Second Trust Agreement, as the case may be, and to the extent that obligations are performed 

in a timely manner, the above mentioned risk is mitigated. 

 

(o) Risk associated with double assignment of the Auto Loan Receivables (including, credit risk 

of the subordinated assignee)  
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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 MBF 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 MBF 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 MBF and MBF 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 MBF and MBF 

will be obligated to repurchase the Auto Loan Receivables that were doubly assigned.  

However, if MBF 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 MBF 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 

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 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 or the redemption of the principal of, and dividends on the Beneficial Interests 
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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 

Beneficial Interests of the Second Trust 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 MBF, there is 

a risk that the entrustment of the Auto Loan Receivables by MBF 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 receiver (kanzainin) or the supervisors, or creditors of MBF.  

 

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 

Agreement may be avoided, or rescinded as a fraudulent act or fraudulent trust, by the receiver 

(kanzainin) or the supervisor, or creditors of MBF. 

 

However, above mentioned risk is mitigated to the extent that in the First Trust Agreement, 

MBF 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, among others, 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 MBF’s repurchase obligations of Auto Loan Receivables 
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MBF 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 MBF breaches certain covenants.  However, in the event of the 

commencement of the Insolvency Proceedings in respect of MBF, there is a possibility that 

the repurchase of the related Auto Loan Receivables by MBF 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 Beneficial Interests of the Second Trust 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 

MBF 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 MBF 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, MBF, as the Trustor of the First Trust, is 

entitled to, but not obliged to, repurchase all of the Auto Loan Receivables outstanding in 

accordance with the First Trust Agreement.  The above mentioned risk will be mitigated if 

such repurchase option is exercised by MBF.  

 

(u) Risk that the Beneficial Interests of the Second Trust 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 
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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, provided 

however; as for the Trustee of the Second Trust, application of such clauses are limited to the 

extent permissible in light of the due care of a prudent manager as the trustee. 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 on the calculation of the 

trustee’s own property or its Interested Party but which the trustee's failure to carry out would 

be contrary to the interests of a beneficiary (a “Competitive 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. 
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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 (including the cases where this act is 

applied mutatis mutandis pursuant to the Concurrent Business Act, the same applies 

hereinafter) restricts transactions by a trustee itself or its Interested Party with the trust assets.  

In the meantime, the First Trust Agreement provide that the Trustee of the First 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 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.  Consequently, if the Trustee of the First 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 with the Interested 

Party of the Trustee of the First Trust pursuant to the provisions of the First Trust Agreement 

above 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 23 of the Enforcement Regulation relating to the Concurrent Business Act. 

 

(x) Risk of 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, 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.  
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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 it is judged that the obligation in relation to the Auto Loan Receivable is not 

performed due to the reason attributable to the Dealer.  

 

The above mentioned risk is mitigated to the extent that MBF, 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 in the case 

where the relevant Obligor is treated as a consumer pursuant to Japanese law, the Dealer has 

fully complied with all consumer legislation applicable to the sale of the Purchased Vehicle 

to the Obligor, (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, 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 MBF as the Trustor of the First Trust mentioned above, if 

such suspension of payment occurs based on the Installment Sales Act, MBF is obliged to 

repurchase the Auto Loan Receivables with respect to such Obligor under the First Trust 

Agreement as described in item (m) (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 

 

MBF is registered as a Touroku Kobetsu Shinyou Konyu Assen Gyosha under Article 35-3-23 

of the Installment Sales Act.  It is possible that MBF 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, MBF will no longer be able to engage in the Touroku Kobetsu 

Shinyou Konyu Assen Gyosha business.  Under Article 35-3-34 of the Installment Sales Act, 

if MBF ceases to be registered as a Touroku Kobetsu Shinyou Konyu Assen Gyosha, the 

Dealers may terminate prospectively their contracts regarding intermediation of individual 

credit purchases with MBF.  In such case, the additional entrustment of receivables upon the 

occurrence of the Down Grade Trigger may be difficult, 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. 

 

(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 
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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)  Risk related to Eligible Investments 

 

It is provided in the First Trust Agreement that The Trustee of the First Trust may invest the 

cash contained in the Trust Assets of the First Trust in Eligible Investment. 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.  

 

(bb)  Risk Associated with Revisions to Framework for Determining Regulatory Capital 

Requirements for Securitization Products 

 

Pursuant to Article 14-2 of the Banking Act, for their sound management of services, banks 

must comply with certain criteria to determine the soundness of its management. As “criteria 

for determining whether the adequacy of the Bank's equity capital is appropriate in light of 

circumstances such as the assets owned by that Bank” (in other words as “capital adequacy 

requirement”) under Item 1 thereof, “Criteria for a Bank to Determine Whether the Adequacy 

of its Equity Capital is Appropriate in Light of the Circumstances such as the Assets Held by 

it under the Provision of Article 14-2 of the Banking Act (Financial Services Agency Notice 

No. 19 of 2006, as amended)” has been laid down. In addition, similar regulations have been 

laid down in connection with bank holding companies, shinkin banks and shinkin bank 

association, credit cooperatives and federations of credit cooperatives, ultimate designated 

parent companies, labour banks and federations of labour banks, agricultural cooperatives, etc, 

fishery cooperatives, etc, Norinchukin Bank and The Shoko Chukin Bank, Ltd. In relation to 

such regulations above, the amendments to the Notice on Capital Adequacy Ratio that came 

into effect as of March 31, 2019 revised the framework for determining regulatory capital 

requirements for securitization products and introduced capital requirements for simple, 

transparent and comparable securitization products (STC Requirements) (note: such 

amendment also provides that if it cannot be confirmed that the originator will retain exposure 

greater than a specified percentage, the risk weight applicable to such securitization exposure 

will, in principle, be three times higher.). In the event that the amount of credit risk assets 

related to securitization products is increased due to further amendments to the Notice on 

Capital Adequacy Ratio, the liquidity and price of the Beneficial Interests of the Second Trust 

or the Asset Backed Loans to the Second Trust may be adversely affected by reducing the 

motivation of banks, bank holding companies, shinkin banks and shinkin bank association, 

credit cooperatives and federations of credit cooperatives, ultimate designated parent 

companies, labour banks and federations of labour banks, agricultural cooperatives, etc, 

fishery cooperatives, etc, Norinchukin Bank and The Shoko Chukin Bank, Ltd to buy the 

Beneficial Interests of the Second Trust or the Asset Backed Loans to the Second Trust.  

 

MBF holds the Subordinated Beneficial Interest as the Subordinated Beneficiary throughout 

the Trust Period and the Beneficiary is prohibited from assigning, splitting, entrusting 

(including by declaration of trust), pledging or creating any other security interest over the 

Beneficial Interest under the First Trust Agreement. In addition, MBF covenants that MBF 

shall not make the situation under which MBF does not substantially undertake credit risks of 

the Subordinated Beneficial Interest in whole or in part by hedging or any other ways. 

However, MBF’s breach in the covenants to undertake credit risks of the Subordinated 

Beneficial Interest will not trigger re-purchase obligation of MBF and the MBF’s obligation 

in such a situation is to make an effort to correct such violation and to have a good faith 
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discussion with relevant parties. Further, the Trustee of the First Trust, the Lead Arranger and 

any other related parties do not represent or warrant for MBF’s undertaking of credit risks or 

bear any responsibility. In buying the Beneficial Interests of the Second Trust and making the 

Asset Backed Loans to the Second Trust, it is necessary for the investors to evaluate the effect 

on calculation of risk weight of the Beneficial Interests of the Second Trust or the Asset 

Backed Loans to the Second Trust on their own. 

 

(cc)  Risk related to the Selling Option 

 

As for the Auto Loan Receivables derived from the Welcome Plan which will be entrusted to 

the Trustee of the First Trust pursuant to the First Trust Agreement, the Obligors have the 

Selling Option, which is an option to settle the final instalment by selling the Purchased 

Vehicle to the Dealer and paying the adjustment amount (if any). 

 

The Obligor’s offer to sell the Purchased Vehicle to the Dealer is characterized as the exercise 

of the Obligor’s option to re-sell the vehicle to the Dealer at the market price of the Purchased 

Vehicle.  In addition, as a result of the exercise of such option it may be considered that the 

Obligor’s delegation to the Dealer to pay the amount equivalent to the market price to MBF 

(or the Trustee of the First Trust as the transferee of the Auto Loan Receivables) on behalf of 

the Obligors for final instalment (auto loan obligation of the Obligor) will be legally 

established. 

 

If the bankruptcy (hasan) procedure, the civil rehabilitation (minji saisei) procedure or the 

corporate reorganization (kaisha kousei) procedure commences for the Dealer, the Dealer’s 

receiver (kanzainin) or the Dealer as civil rehabilitation debtor (the “Receiver (kanzainin), 

etc.”) may terminate or select to perform such re-sale agreement because it is an executory 

bilateral agreement. 

 

If the Receiver (kanzainin), etc. terminates the re-sale agreement, since the Obligor is not able 

to pay by way of exercising the Selling Option, the Trustee of the First Trust will be able to 

make a claim for final instalment to the Obligor.  On the other hand, if the Receiver (kanzainin), 

etc. selects to perform the re-sale agreement, the re-sale agreement between the Dealer and the 

Obligor will not constitute the defense against MBF (or the Trustee of the First Trust as the 

transferee of the Auto Loan Receivables), and, until the Dealer pays the amount equivalent to 

the market price of the Purchased Vehicles, MBF (or the Trustee of the First Trust as the 

transferee of the Auto Loan Receivables) is able to make claim for final instalment to the 

Obligor. 

 

(dd)  Risk related to regulations on Mercedes-Benz 

 

Mercedes-Benz Group AG and its subsidiaries (“Mercedes-Benz”) are continuously subject 

to governmental information requests, inquiries, investigations, orders, legal actions and/or 

proceedings relating to various laws and regulations in connection with diesel exhaust 

emissions. 

 

The activities of various authorities worldwide in connection with diesel exhaust emissions of 

Mercedes-Benz vehicles are partly ongoing, as described below. These activities particularly 

relate to test results, the emission control systems used in Mercedes-Benz diesel vehicles 

and/or the interactions of Mercedes-Benz with the relevant authorities as well as related legal 

issues and implications, including, but not limited to, under applicable environmental, 

consumer protection and antitrust laws. 

 

In the United States, Mercedes-Benz Group AG and Mercedes-Benz USA, LLC (MBUSA) 

reached agreements in 2020 with various authorities to settle civil environmental claims 

regarding the emission control systems of certain diesel vehicles. These agreements have 
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become final and effective. The failure to meet certain of these agreements’ obligations may 

trigger stipulated penalties. 

 

In 2016, the U.S. Department of Justice (“DOJ”) requested that Mercedes-Benz conducts an 

internal investigation. Mercedes-Benz conducted such an internal investigation in cooperation 

with the DOJ‘s investigation. In March 2024, the DOJ informed Mercedes-Benz that based on 

the information available to it, it had closed its investigation; thus, the DOJ will not bring any 

criminal charges against the Mercedes-Benz. In addition, further US state authorities have 

opened investigations pursuant to both local environmental and consumer protection laws and 

have requested documents and information. 

  

In Canada, the environmental regulator Environment and Climate Change Canada (“ECCC”) 

is conducting an investigation in connection with Diesel exhaust emissions based on the 

suspicion of potential violations of, amongst others, the Canadian Environmental Protection 

Act as well as potential undisclosed Auxiliary Emission Control Devices and defeat devices. 

Mercedes-Benz cooperates with the investigating authorities. 

 

In Germany between 2018 and 2024, the Federal Motor Transport Authority (“KBA”) issued 

subsequent auxiliary provisions for the EC type approvals of certain Mercedes-Benz diesel 

vehicles, and ordered mandatory recalls, different technical remedial actions as well as, in 

some cases, stops of the first registration. In each of those cases, it held that certain calibrations 

of specified functionalities are to be qualified as impermissible defeat devices. Mercedes-Benz 

has a contrary legal opinion on this question and has filed timely objections against the KBA’s 

administrative orders and determinations mentioned above. Insofar as the KBA has not 

remedied the objections, Mercedes-Benz has filed lawsuits with the competent administrative 

court. Irrespective of such objections and the lawsuits that are now pending, Mercedes-Benz 

continues to cooperate fully with the KBA. The remedial actions requested by the KBA were 

developed by Mercedes-Benz and assessed and approved by the KBA. The necessary recalls 

were initiated. Insofar as remedial actions relate to cooperation engines, Mercedes-Benz has 

commissioned the development of the remedial actions. It cannot be ruled out that under 

certain circumstances, software updates may have to be reworked, or further delivery and 

registration stops may be ordered or resolved by Mercedes-Benz as a precautionary measure, 

also with regard to the used-car, leasing and financing businesses. In the course of its regular 

market supervision, the KBA routinely conducts further reviews of Mercedes-Benz vehicles 

and asks questions about technical elements of the vehicles. In addition, Mercedes-Benz 

continues to be in a dialogue with the responsible authorities to conclude the analysis of the 

diesel-related emissions matter and to further the update of affected customer vehicles.  

 

In addition to the aforementioned authorities, authorities of various foreign states, particularly 

the South Korean Ministry of Environment and the South Korean competition authority 

(Korea Fair Trade Commission) are conducting various investigations and/or procedures in 

connection with diesel exhaust emissions. In this context, these South Korean authorities have 

made determinations and imposed sanctions against Mercedes-Benz, which Mercedes-Benz 

has appealed. In the same context, national antitrust authorities of various countries are also 

conducting investigations, including the Brazilian antitrust authority, which opened an 

antitrust proceeding against Mercedes-Benz and some other car manufacturers in July 2024.  

 

Mercedes-Benz continues to fully cooperate with the authorities and institutions. However, 

regarding the proceedings and processes still in progress, Mercedes-Benz cannot at this time 

make any statement to their outcome. 

 

Irrespective of such cooperation and in light of the past developments as well as ongoing court 

proceedings it cannot be ruled out that one or more authorities worldwide will take further 

investigative and enforcement actions and measures relating to the Mercedes-Benz Group 

and/or its employees. Also they could reach the conclusion that other passenger cars and/or 
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vans with the brand name Mercedes-Benz or other brand names of the Mercedes-Benz Group 

did not comply with certain regulatory requirements and particularly were equipped with 

impermissible defeat devices. Likewise, authorities could take the view that certain 

functionalities and/or calibrations were not proper and/or were not properly disclosed. It 

cannot be ruled out that Mercedes-Benz will become subject to significant additional fines and 

other sanctions, measures and actions. Additionally, further delays in obtaining regulatory 

approvals necessary to introduce new or recertify existing vehicle models could occur. The 

occurrence of the aforementioned events in whole or in part could cause significant collateral 

damage including reputational harm. Further, due to negative allegations or findings with 

respect to technical or legal issues by one of the various governmental agencies, other agencies 

– or also plaintiffs – could also adopt such allegations or findings. Thus, a negative allegation 

or finding in one proceeding carries the risk of being able to have an adverse effect on other 

proceedings, also potentially leading to new or expanded investigations or proceedings, 

including lawsuits. 

 

In addition, the ability of Mercedes-Benz to defend itself in proceedings could be impaired by 

concluded proceedings and their underlying allegations as well as by unfavourable results or 

developments in any of the information requests, inquiries, investigations, orders, legal actions 

and/or proceedings discussed above. 

 

At the date of this Information Memorandum, there are no indications that recent 

developments will have a material negative impact on payments on the entrusted Auto Loan 

Receivables, but there can be no assurance that the information requests, inquiries, 

investigations, administrative or criminal orders, legal actions and/or proceedings discussed 

above and any future disclosure or settlement by or with respect to Mercedes-Benz will not 

adversely affect the businesses of Mercedes-Benz or ultimately the entrusted Auto Loan 

Receivables and/or the redemption 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 the 

interest on the Asset Backed Loans to the Second Trust. 

 

5. Other Matters 

 

(1) Usage of proceeds 

BNPP, 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 Beneficial Interest of the Second Trust.  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, 

MBF will receive such redemption amount and use such proceeds as funding for business. 
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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 BNPP as 

financial instruments business operators thereunder.  The Money Lending Business Act will apply 

to BNPP as lender under the Asset Backed Loan to the First Trust.  The Banking Act, the Trust 

Business Act and the Act Concerning Exceptions, etc. to the Reorganization Proceedings of 

Financial Institutions (Law No. 95 of 1996, as amended) apply 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 Beneficial Interest of 

the Second Trust.  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 Beneficial Interest of the Second Trust, 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 in case of the occurrence of a 

Servicer Replacement Event, by sending all the Obligors a notice of the entrustment, and in case of 

the occurrence of a Sub-Servicer Replacement Event, by sending the Obligors that are the object 

of the Servicing Activities that such Sub-Servicer had been sub-delegated 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 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 BNPP, as Trustor of the Second Trust, BNPP 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 
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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). 

 

The Beneficial Interest of the Second Trust 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 Initial 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, on each Additional Entrustment Date (Revolving Period) or in the case of 

the occurrence of a Down Grade Trigger, additional Auto Loan Receivables or additional cash may 

be entrusted by the Trustor of the First Trust to the Trustee 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. 
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(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; 

 

(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, which is limited to the extent permitted under 

Applicable Laws: 

 

(i) the collection and administration of the Auto Loan Receivables, to the extent 

permitted by Applicable Law, including (i) receiving the Collections and (ii) 

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; 
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(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 the Rating Agency and any 

other person in accordance with the Servicing Agreement; 

 

(iv) keeping custody of and maintaining the Auto Loan Receivables and the Related 

Documents in accordance with the Servicing Agreement; and 

 

(v) 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) below. 

 

(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 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 Beneficiary 

and the ABL Lender to the First Trust (following the entrustment of the Loan Receivables 

pursuant to the Second Trust Agreement, the Trustee of the Second Trust) 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 

interests of the Beneficiary and the ABL Lender to the First Trust (following the 

entrustment of the Loan Receivables pursuant to the Second Trust Agreement, the 

Trustee of the Second Trust) 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 

First Trust and the ABL Lender to the First Trust (following the entrustment of the Loan 

Receivables pursuant to the Second Trust Agreement, the Trustee of the Second Trust), 

and is permitted under the Trust Act and other Applicable Laws: 
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(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 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 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 3 of Article 32 of 

the Trust Act or any other reports or notices to the 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 Beneficiary and the 

Trustee of the Second Trust.  In such case, the Trustee of the First Trust will give the 

relevant notice to the Beneficiary and the Trustee of the Second Trust. 

 

The Trustee of the First Trust will not be liable to the Beneficiary for any loss or damage 

suffered by the 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 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 other than the Trust Assets of the First Trust; provided, however, 

to the extent that the Beneficiary, the Trust Assets of the First Trust or the ABL Lender 

to the First Trust (following the entrustment of the Loan Receivables pursuant to the 

Second Trust Agreement, 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. 

 

If either of the following events has occurred due to any failure by the Trustee of the First 

Trust to perform any of its duties under  the First Trust Agreement or any Applicable 

Law, the Beneficiary and the ABL Lender to the First Trust (following the entrustment 

of the Loan Receivables pursuant to the Second Trust Agreement, the Trustee of the 

Second Trust) may require the Trustee of the First Trust to take the action set forth in the 

relevant item; provided, however, that with respect to Item (b), the foregoing shall not 

apply if the restoration of the Trust Assets to the original condition is extremely difficult 

or requires excessive expenses, or otherwise there are any special circumstances which 

make it inappropriate to require the Trustee of the First Trust to restore the Trust Assets 

to the original condition: 

 

(a) If the Trust Assets incur any loss: Compensation for such loss 
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(b) If any change occurs to the Trust Assets: Restoration to the original condition 

 

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, unless 

otherwise provided for under Applicable Laws. The timing requirements for providing 

such public notices will be determined in accordance with Applicable Laws. 

 

The Trustee of the First Trust will covenant with the Trustor of the First Trust that it will 

not, and not permit any of its subsidiaries, directors, officers or employees to be (i) an 

Anti-Social Force or (ii) an Anti-Social Force Related Party and that it will not conduct, 

and will not permit any third party to conduct on its behalf, Anti-Social Conduct. 

 

The Trustee of the First Trust will not engage in any conduct which may cause criminal 

responsibility related to fraud, embezzlement, bankruptcy crimes, crimes against the 

competition law, guarantees of profit, active bribery, acceptance of bribe or other crimes 

related to corruption committed by the employees of the Trustee of the First Trust or third 

party within the framework of the transaction with the Trustor of the First Trust set forth 

in the First Trust Agreement and the Servicing Agreement (in the case of a conduct that 

may cause a crime engaged in by third party, only if an employee of the Trustee of the 

First Trust is aware in advance that the third party will engage in that crime).  In addition, 

the Trustee of the First Trust will be obligated to comply with all laws and regulations 

applied to the Trustee of the First Trust and the transaction with the Trustor of the First 

Trust. 

 

(ii) Obligations of the Trustee of the Second Trust 

 

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 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. 
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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 3 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 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. 

 

If either of the following events has occurred due to any failure by the Trustee of the 

Second Trust to perform any of its duties, the Beneficiaries of the Second Trust and the 

ABL Lenders to the Second Trust may require the Trustee of the Second Trust to take 

the action set forth in the relevant item; provided, however, that with respect to Item 

(b), the foregoing shall not apply if the restoration of the Trust Assets to the original 

condition is extremely difficult or requires excessive expenses, or otherwise there are 

any special circumstances which make it inappropriate to require the Trustee of the 

Second Trust to restore the Trust Assets to the original condition: 

 

(a) If the Trust Assets incur any loss: Compensation for such loss 

 

(b) If any change occurs to the Trust Assets: Restoration to the original condition 

 

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, 

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 sixty (60) calendar days) open another Trust 
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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 Collections Account with a Qualified Bank and the ledger 

as set forth in the Second Trust Agreement in the Collections Account.  If the bank at 

which such Collections Account is held is no longer a Qualified Bank, the Trustee of the 

Second Trust will promptly (but in any case within sixty (60) calendar days) open another 

Collections Account with another Qualified Bank and transfer all moneys then held in 

the existing Collections Account to the new Collections 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 prior to the occurrence of any Early Amortization Event 

during the Trust Period, the Trustee of the First Trust shall conduct a calculation of the 

Trust Assets of the First Trust and calculate the Available Distribution Profit Amount, 

transfer cash in the Cash Collateral Ledger to the Profit Ledger and pay or transfer such 

Available Distribution Profit Amount in the Profit Ledger in accordance with the 

following provisions and order on the immediately following First Trust Payment Date: 

 

(a) payment of taxes imposed with respect to the Trust Assets, including the amount 

which was not paid on any preceding First Trust Payment Date; 

 

(b) payment of the Trust Expenses of the First Trust, including the Fees for the Trustee 

of the First Trust and the amount which was not paid on any preceding First Trust 

Payment Date; 

 

(c) payment of the Servicing Fee to the Servicer, including the amount which was not 

paid on any preceding First Trust Payment Date; 

 

(d) payment of the interest of the Asset Backed Loan to the First Trust of which was 

carried over in accordance with Article 16.3 by on the immediately preceding First 

Trust Payment Date; 

 

(e) 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; 

 

(f) transfer to the Cash Collateral Ledger  until the balance thereof is equal to the Cash 

Collateral Ledger Target Balance (for the amount of the difference between the 

amount of cash in the Cash Collateral Ledger as of the prior day of such Trust 

Calculation Date and the amount of transfer under this item, the Subordinated 
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Principal Balance shall be decreased (in case where the amount of cash in the Cash 

Collateral Ledger is decreased, in this case the principal of the Subordinated 

Beneficial Interest shall be regarded as redeemed for such amount)); 

 

(g) if the Trustee of the First Trust distributes any Uncollectable Auto Loan Receivables 

to the Subordinated Beneficiary as a redemption of principal in kind of the 

Subordinated Beneficial Interest pursuant to Article 19.1 on any prior First Trust 

Payment Date, transfer to the Principal Ledger up to such amount of redemption of 

principal. Further, the Subordinated Principal Balance shall be increased by such 

amount; 

 

(h) transfer to the Principal Ledger of the Default Trap Amount in relation to such Trust 

Calculation Date; and 

 

(i) payment to the Subordinated Beneficiary of the dividend of the Subordinated 

Beneficial Interest for all the amount remaining. 

 

Notwithstanding the above paragraphs, during the Revolving Period, if and only if main 

body of Article 6.2 of the Servicing Agreement is applicable and proviso thereof is not 

applicable, for the purpose of conducting the calculation of the Trust Assets of the First 

Trust (including the calculation of the amount of redemption of the Additional Senior 

Beneficial Interest pursuant to Item (f) of Article 18.2 of the First Trust Agreement on 

each First Trust Payment Date), the Deferred Amount to be delivered to the Trustee of 

the First Trust on each First Trust Payment Date pursuant to the Servicing Agreement 

shall be included in the Available Principal Distribution Amount as of such First Trust 

Payment Date, provided that the right of the Trustee of the First Trust to receive the 

Deferred Amount shall be treated as a monetary claim constituting the Trust Assets of 

the First Trust as of the Trust Calculation Date.  Furthermore, on each First Trust Payment 

Date during the Revolving Period, if and only if main body of Article 6.2 of the Servicing 

Agreement is applicable and proviso thereof is not applicable, the Servicer's obligation 

to deliver the Deferred Amount shall be set-off against the Trustee of the First Trust's 

obligation to pay the redemption amount of the Additional Senior Beneficial Interest to 

the Senior Beneficiary pursuant to Item (f) of Article 18.2 of the First Trust Agreement 

on such First Trust Payment Date by the amount equal to the Deferred Amount.  

  

On each Trust Calculation Date prior to the occurrence of any Early Amortization Event 

during the Trust Period, the Trustee of the First Trust shall conduct a calculation of the 

Trust Assets of the First Trust and calculate the Available Distribution Principal Amount 

and pay such amount in the Principal Ledger after the distribution pursuant to Article 

18.1 of the First Trust Agreement in accordance with the following provisions and order 

on the immediately following First Trust Payment Date: 

 

(a) payment of taxes imposed with respect to the Trust Assets which remains after the 

distribution pursuant to Article 18.1 of the First Trust Agreement, including the 

amount which was not paid on any preceding First Trust Payment Date; 

 

(b) payment of the Trust Expenses of the First Trust which remains after the distribution 

pursuant to Article 18.1 of the First Trust Agreement, including the Fees for the 

Trustee of the First Trust and the amount which was not paid on any preceding First 

Trust Payment Date; 

 

(c) payment of the Servicing Fee to the Servicer which remains after the distribution 

pursuant to Article 18.1 of the First Trust Agreement, including the amount which 

was not paid on any preceding First Trust Payment Date; 
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(d) payment of the interest of the Asset Backed Loan to the First Trust of which was 

carried over in accordance with Article 16.3 of the First Trust Agreement on the 

immediately preceding First Trust Payment Date, which remains after the 

distribution pursuant to Article 18.1 of the First Trust Agreement; 

 

(e) payment to the Trustee of the Second Trust of the interest of the Asset Backed Loan 

to the First Trust with respect to the relevant Interest Calculation Period which 

remains after the distribution pursuant to Article 18.1 of the First Trust Agreement; 

 

(f) prior to the expiration of the Revolving Period, payment to the Senior Beneficiary 

for the redemption of any Additional Senior Beneficial Interest; and 

 

(g) prior to the expiration of the Revolving Period, any residual amount shall be carried 

forward to the next Trust Calculation Date; and following the expiration of the 

Revolving Period, payment to the Trustee of the Second Trust of the Asset Backed 

Loan Principal Payment Amount for all the amount remaining. 

 

Notwithstanding the provisions of Article 18.1 of the First Trust Agreement, after the 

occurrence of any Early Amortization Event, the Trustee of the First Trust shall conduct 

a calculation of the Trust Assets of the First Trust and calculate the Available Distribution 

Profit Amount, transfer cash in the Cash Collateral Ledger to the Profit Ledger and pay 

or transfer such Available Distribution Profit Amount in the Profit Ledger in accordance 

with the following provisions and order on the immediately following First Trust 

Payment Date: 

 

(a) payment of taxes imposed with respect to the Trust Assets, including the amount 

which was not paid on any preceding First Trust Payment Date; 

 

(b) payment of the Trust Expenses of the First Trust, including the Fees for the Trustee 

of the First Trust and the amount which was not paid on any preceding First Trust 

Payment Date; 

 

(c) payment of the Servicing Fee to the Servicer, including the amount which was not 

paid on any preceding First Trust Payment Date; 

 

(d) payment of the interest of the Asset Backed Loan to the First Trust of which was 

carried over in accordance with Article 16.3 of the First Trust Agreement on the 

immediately preceding First Trust Payment Date; 

 

(e) payment to the Trustee of the Second Trust of interest on the Asset Backed Loan to 

the First Trust with respect to the relevant Interest Calculation Period; 

 

(f) transfer to the Cash Collateral Ledger until the balance thereof is equal to the Cash 

Collateral Ledger Target Balance; and 

 

(g) transfer to the Principal Ledger of all the remaining amount. 

 

Notwithstanding the provisions of Article 18.2 of the First Trust Agreement, after the 

occurrence of any Early Amortization Event, the Trustee of the First Trust shall conduct 

a calculation of the Trust Assets of the First Trust and calculate the Available Distribution 

Principal Amount and pay or transfer such amount in the Principal Ledger after the 

distribution pursuant to Article 18.3 of the First Trust Agreement in accordance with the 

following provisions and order on the immediately following First Trust Payment Date: 
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(a) payment of taxes imposed with respect to the Trust Assets which remains after the 

distribution pursuant to Article 18.3, including the amount which was not paid on 

any preceding First Trust Payment Date; 

 

(b) payment of the Trust Expenses of the First Trust which remains after the distribution 

pursuant to Article 18.3 of the First Trust Agreement, including the Fees for the 

Trustee of the First Trust and the amount which was not paid on any preceding First 

Trust Payment Date; 

 

(c) payment of the Servicing Fee to the Servicer which remains after the distribution 

pursuant to Article 18.3 of the First Trust Agreement, including the amount which 

was not paid on any preceding First Trust Payment Date; 

 

(d) payment of the interest of the Asset Backed Loan to the First Trust of which was 

carried over in accordance with Article 16.3 of the First Trust Agreement on the 

immediately preceding First Trust Payment Date, which remains after the 

distribution pursuant to Article 18.3 of the First Trust Agreement; 

 

(e) payment to the Trustee of the Second Trust of interest on the Asset Backed Loan to 

the First Trust with respect to the relevant Interest Calculation Period which remains 

after the distribution pursuant to Article 18.3 of the First Trust Agreement; and 

 

(f) payment to the Trustee of the Second Trust of Asset Backed Loan Principal Payment 

Amount for all the amount remaining and, if and only if any Additional Senior 

Beneficial Interest is outstanding, payment to the Senior Beneficiary for the 

redemption of such Additional Senior Beneficial Interest. 

 

If the funds available for each payment 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 amount includes a fraction 

of less than one yen, it shall be discarded). 

 

B. The Second Trust  

 

The Trustee of the Second Trust shall, (i) on each Trust Calculation Date during the Trust 

Period, conduct a calculation on the Trust Asset of the Second Trust and calculate the 

expected amount of cash in the Collections 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 the amount equivalent to the principal to the Principal 

Collections Ledger and the amount equivalent to the profit to the Profit Collections 

Ledger and (y) distribute the amount in the Profit Collections Ledger in accordance with 

the following provisions and order.  If any cash remains after payment in accordance with 

(a) to (d) blow, such amount shall be held in the Collections Account and carried forward 

to the immediately following Trust Calculation Date: 

 

(a) payment of taxes imposed with respect to the Trust Assets, including the amount 

which was not paid on any preceding Second Trust Payment Date; 

 

(b) payment of the Trust Expenses of the Second Trust, including the amount which was 

not paid on any preceding Second Trust Payment Date; 

 

(c) the following payments in the same priority; and 
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(i) payment to the Trust Beneficiaries of the Second Trust of the dividend of which 

was carried over in accordance with Article 12.3 of the Second Trust Agreement 

on the immediately preceding Second Trust Payment Date 

 

(ii) payment of the interest of the Asset Backed Loans to the Second Trust of which 

was carried over in accordance with Article 12.3 of the Second Trust Agreement 

on the immediately preceding Second Trust Payment Date 

 

(d) the following payments in the same priority. 

 

(i) payment to the Trust Beneficiaries of the Second Trust of the dividend with 

respect to the relevant Interest Calculation Period 

 

(ii) payment to the ABL Lenders to the Second Trust of the interest of the Asset 

Backed Loans to the Second Trust with respect to the relevant Interest 

Calculation Period 

 

In accordance with the following provisions and order, the Trustee of the Second Trust 

shall distribute the amount in the Principal Collections Ledger after the distribution 

pursuant to Article 14.1 of the Second Trust Agreement.  If any cash remains after 

payment in accordance with (a) to (e) blow, such amount shall be held in the Collections 

Account and carried forward to the immediately following Trust Calculation Date: 

 

(a) payment of taxes imposed with respect to the Trust Assets which remains after the 

distribution pursuant to Article 14.1 of the Second Trust Agreement, including the 

amount which was not paid on any preceding Second Trust Payment Date; 

 

(b) payment of the Trust Expenses of the Second Trust which remains after the 

distribution pursuant to Article 14.1 of the Second Trust Agreement, including the 

amount which was not paid on any preceding Second Trust Payment Date; 

 

(c) the following payments in the same priority; 

 

(i) payment to the Trust Beneficiaries of the Second Trust of the dividend which 

was carried over in accordance with Article 12.3 of the Second Trust Agreement 

on the immediately preceding Second Trust Payment Date and remains after the 

distribution pursuant to Article 14.1 of the Second Trust Agreement 

 

(ii) payment of the interest of the Asset Backed Loans to the Second Trust which 

was carried over in accordance with Article 12.3 of the Second Trust Agreement 

on the immediately preceding Second Trust Payment Date and remains after the 

distribution pursuant to Article 14.1 of the Second Trust Agreement 

 

(d) the following payments in the same priority; and 

 

(i) payment to the Trust Beneficiaries of the Second Trust of the dividend with 

respect to the relevant Interest Calculation Period which remains after the 

distribution pursuant to Article 14.1 of the Second Trust Agreement 

 

(ii) payment to the ABL Lenders to the Second Trust of the interest of the Asset 

Backed Loans to the Second Trust with respect to the relevant Interest 

Calculation Period which remains after the distribution pursuant to Article 14.1 

of the Second Trust Agreement 
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(e) following the expiration of the Revolving Period, the following payments in the same 

priority. 

 

(i) redemption of the principal of the Beneficial Interests of the Second Trust to the 

Trust Beneficiaries of the Second Trust 

 

(ii) payment of the principal of the Asset Backed Loans to the Second Trust to the 

ABL Lenders to the Second Trust 

 

If the funds available for each payment 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 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  

443,263 yen (excluding consumption tax) for the initial Trust Calculation Period and 

thereafter equal to the product of the sum of the aggregate Outstanding Principal Balance 

of all outstanding Auto Loan Receivables as of the first day of the relevant Trust 

Calculation Period multiplied by 1 basis point per annum (0.01% p.a.) multiplied by a 

fraction of one over twelve (1/12), subject to a minimum aggregate payment of 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 443,263 yen (excluding consumption tax) for the initial Trust Calculation Period 



 

 

56 

 

and thereafter equal to the product of the sum of the aggregate Outstanding Principal 

Balance of all outstanding Auto Loan Receivables as of the first day of the relevant Trust 

Calculation Period multiplied by 1 basis point per annum (0.01% p.a.) multiplied by a 

fraction of one over twelve (1/12), subject to a minimum aggregate payment of 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; 

 

(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; or 

 

(e) the Trustor of the First Trust terminates or cancels an Auto Loan Agreement prior 

to its scheduled maturity as a result of a cancellation in connection with the agreed 

termination of the relevant underlying sale purchase contract of the Purchased 

Vehicle between an Obligor and the Dealer after the Trust Commencement Date, 

 

then the Trustor of the First Trust will give notice of the occurrence of the events set forth 

in (a), (c), (d) and (e) 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 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 (in the case of the occurrence of the event set forth in (a) above in 

respect of item (d) of Article 5.2 of the First Trust Agreement, all of the Additional Auto 

Loan Receivables entrusted on relevant Additional Entrustment Date (Revolving Period) 

pursuant to Article 3.1(b) of the First Trust Agreement shall be the 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), (d) and (e) 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 Principal 

Balance of the affected Auto Loan Receivables as of the last day of the Monthly Period 

immediately preceding such Remittance Date. The Trustor of the First Trust will pay 
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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 other than set forth in paragraph (u) thereof 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, 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 

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 Outstanding 

Principal Balance of all outstanding Auto Loan Receivables as of the last day of the 

Monthly Period immediately preceding such Remittance 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. 

 

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 by no later than the end of 

the month preceding the month that the Clean-up Call is exercised, the Trustor of the 

First Trust may repurchase all 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 the following Remittance Date.   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.  The Trustor of the 

First Trust may opt to defer payment of a part of the Clean-up Call Repurchase Price until 

the First Trust Payment Date immediately following such Remittance Date, for the 

amount in excess of the amount of (a) the then outstanding aggregate principal amount 

of the Beneficial Interest of the Second Trust and Asset Backed Loan to the Second Trust, 
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less (b) the Principal Collection during the Monthly Period immediately preceding such 

Remittance Date, unless the Trustee of the First Trust objects to it by such Remittance 

Date. 

  

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 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 

Outstanding 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 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 or Selling Option by an Obligor 

 

If, during a Monthly Period, any Obligor has duly exercised its Refinance Option or Selling 

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, shall 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 distribute such Uncollectable Auto Loan Receivables, which is 

equivalent to the amount transferred to the Principal Ledger out of the Default Trap Amount 

under 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 to 

the Subordinated Beneficiary as a distribution of dividend in kind of the Subordinated 
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Beneficial Interests on the immediately following the First Trust Payment Date, and the 

Trustee of the First Trust may distribute such Uncollectable Auto Loan Receivables 

(excluding ones which is distributed as distribution of dividend of the Subordinated Beneficial 

Interests pursuant to this paragraph) as a redemption of principal in kind of the Subordinated 

Beneficial Interests 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 a Servicer 

Replacement Event.  The Subordinated Principal Balance will be reduced by the equivalent 

amount of the Outstanding Principal Balance of the Uncollectable Auto Loan Receivables 

distributed in kind as a redemption of principal 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,  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 (f) below, the Trustee of the First 

Trust shall not 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; provided, 

however, that the Trustor of the First Trust may, if it agrees in writing with the Trustee 

of the First Trust, purchase all the Auto Loan Receivables existing as of the Trust 

Termination Date of the First Trust at the aggregate amount of the Outstanding Principal 

Balance of all outstanding Auto Loan Receivables plus the accrued and unpaid interest 

of the Auto Loan Receivables up to but excluding such date (excluding, if any 

Uncollectable Auto Loan Receivables remain in the Trust Assets of the First Trust, the 

aggregate amount of the Outstanding Principal Balance of all outstanding Auto Loan 

Receivables plus the accrued and unpaid interest of the Auto Loan Receivables up to but 

excluding such date).  The proceeds from such disposition will be credited to the Principal 

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 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.  
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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, the Trustee of the First Trust shall transfer all amounts in the Profit Ledger 

and the Cash Collateral Ledger to the Principal Ledger and calculate the amount of cash 

in the Trust Management Account and then, on the Trust Termination Date of the First 

Trust, pay such amounts in accordance with the following provisions: 

 

(a) payment of taxes imposed with respect to the Trust Assets, including the amount 

which was not paid on any preceding First Trust Payment Date; 

 

(b) payment of the Trust Expenses of the First Trust, including the Fees for the Trustee 

of the First Trust and the Cost of the Second Trust to be paid at the timing of the 

termination of the Second Trust, and the amount which was not paid on any 

preceding First Trust Payment Date; 

 

(c) payment of the Servicing Fee to the Servicer, including the amount which was not 

paid on any preceding First Trust Payment Date; 

 

(d) payment of the interest of the Asset Backed Loan to the First Trust of which was 

carried over in accordance with Article 16.3 on the immediately preceding First Trust 

Payment Date; 

 

(e) payment to the Trustee of the Second Trust of interest on the Asset Backed Loan to 

the First Trust with respect to the period from but excluding the immediately 

preceding Second Trust Payment Date to and including the Trust Termination Date 

of the First Trust; 

 

(f) payment to the Trustee of the Second Trust of the Asset Backed Loan Principal 

Payment Amount, and payment to the Senior Beneficiary for the redemption of any 

Additional Senior Beneficial Interest (if any); 

 

(g) payment to the Subordinated Beneficiary of the Subordinated Principal Balance; and 

 

(h) payment to the Subordinated Beneficiary of the profit distribution of the 

Subordinated Beneficial Interest for all the amount remaining. 

 

If and only if the payment of a part of the Clean-up Call Repurchase Price is deferred 

until the First Trust Payment Date immediately following such Clean-up Call in 

accordance with Article 10.1 of the First Trust Agreement, which is the Trust 

Termination Date of the First Trust, (i) for the purpose of the calculation and payment in 

accordance with Article 21.3 of the First Trust Agreement, such deferred amount to be 

paid to the Trustee of the First Trust on the Trust Termination Date of the First Trust shall 

be included in the amount of cash in the Trust Management Account as of the Trust 

Termination Date of the First Trust, provided that the right of the Trustee of the First 

Trust to receive such deferred amount shall be treated as a monetary claim constituting 

the Trust Assets of the First Trust as of the Trust Calculation Date immediately preceding 

the Trust Termination Date of the First Trust, and (ii), on the Trust Termination Date of 

the First Trust, the Trustor of the First Trust's obligation to pay such deferred amount on 

the Trust Termination Date of the First Trust shall be set-off against the Trustee of the 
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First Trust's obligation to pay the relevant amount to the Subordinated Beneficiary 

pursuant to Article 21.3 of the First Trust Agreement on the Trust Termination Date of 

the First Trust by the corresponding amount. 

 

If the funds available for each payment 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 (if the amount includes a fraction 

of less than one yen, it shall be discarded).   

 

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 (f) above 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 Outstanding 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. 

 

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 Trust Calculation Date immediately preceding the Trust Termination Date of the 

Second Trust, the Trustee of the Second Trust shall transfer all amounts in the Profit 

Collateral Ledger to the Principal Collections Ledger and calculate the amount of cash 

in the Collections Account and then, on the Trust Termination Date of the Second 

Trust, pay such amounts in accordance with the following provisions: 

 

(a) payment of taxes imposed with respect to the Trust Assets, including the amount 

which was not paid on any preceding Second Trust Payment Date; 

 

(b) payment of the Trust Expenses of the Second Trust, including the amount which was 

not paid on any preceding Second Trust Payment Date; 

 

(c) the following payments in the same priority; 

 

(i) payment to the Trust Beneficiaries of the Second Trust of the dividend of which 

was carried over in accordance with Article 12.3 on the immediately preceding 

Second Trust Payment Date 

 

(ii) payment of the interest of the Asset Backed Loans to the Second Trust of which 

was carried over in accordance with Article 12.3 on the immediately preceding 

Second Trust Payment Date 

 

(d) the following payments in the same priority; 
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(i) payment to the Trust Beneficiaries of the Second Trust of the dividend with 

respect to the periods from but excluding the immediately preceding Second 

Trust Payment Date to and including the Trust Termination Date of the Second 

Trust 

 

(ii) payment to the ABL Lenders to the Second Trust of the interest of the Asset Backed 

Loans to the Second Trust with respect to the periods from but excluding the 

immediately preceding Second Trust Payment Date to and including the Trust 

Termination Date of the Second Trust(e)the following payments in the same 

priority; 

 

(i) redemption of the principal of the Beneficial Interests of the Second Trust to the 

Trust Beneficiaries of the Second Trust 

 

(ii) payment of the principal of the Asset Backed Loans to the Second Trust to the 

ABL Lenders to the Second Trust 

 

(f) if the principal of the Beneficial Interests of the Second Trust and the principal of the 

Asset Backed Loans to the Second Trust have been reduced to zero and there is 

remaining amount in the Collections Account after the distribution pursuant to the 

preceding items, payment of the remaining amount to the Trustor of the First Trust. 

 

(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 shall provide the Beneficiary, the 

Trustee of the Second Trust and the Rating Agency and such other persons designated by 

the Trustee of the Second Trust in accordance with Article 30.2 with the information set 

forth in the Trust Assets Status Report by means of (i) making available a file of the Trust 

Assets Status Report in Excel format for inspection and their downloading at such 

website as shall be separately designated by the Trustee of the First Trust and notified to 

them, or (ii) (in the case of the Beneficiary) (at the option of the Beneficiary) sending a 

file of the Trust Assets Status Report in Excel format by E-mail to such E-mail address 

of the Beneficiary as the Beneficiary has designated.  The Trustor of the First Trust as 

the Beneficiary hereby agrees to receive such information in the Trust Assets Status 

Report by means of such electromagnetic method in accordance with Article 31-20, 

Paragraph 2, Item 1 of the Enforcement Regulation relating to the Concurrent Business 

Act as applied mutatis mutandis by Article 18, Paragraph 2 thereof.  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 Beneficiary, the Trustee of the Second 

Trust and BNPP.  

 

If the 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 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 
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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. 

 

In the event that it turns out on or before four Business Days prior to the Trust Calculation 

Date that for whatever reason, the Collections which the Servicer paid to the Trustee of 

the First Trust on the Remittance Date were less than the Collections which the Servicer 

should have paid pursuant to the Servicing Agreement, the Trustor of the First Trust shall 

pay the amount equal to the deficit to the Trustee of the First Trust by no later than the 

second Business Days prior to the Trust Calculation Date, in which case such amount so 

paid shall be treated as Collections collected in the Monthly Period immediately 

preceding such Trust Calculation Date, and shall form a part of the Available Distribution 

Amount calculated on such Trust Calculation Date and be distributed on the First Trust 

Payment Date immediately following such Trust Calculation Date, and if the deficit turns 

out on or later than three Business Days prior to the Trust Calculation Date, the Trustor 

of the First Trust shall pay the amount equal to the deficit to the Trustee of the First Trust 

as soon as practically possible and the amount so paid shall be treated as Collections 

collected in the Monthly Period in which such Trust Calculation Date falls and shall form 

a part of the Available Distribution Amount calculated on the Trust Calculation Date in 

the next calendar month and be distributed on the First Trust Payment Date in the next 

calendar month. 

 

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 shall provide the Trust 

Beneficiaries of the Second Trust, the ABL Lenders to the Second Trust and the Rating 

Agency, BNPP and any other person who is deemed necessary by the Trustee of the 

Second Trust with the information set forth in the Trust Assets Status Report of the 

Second Trust by means of (i) making available a file of the Trust Assets Status Report of 

the Second Trust in Excel format for inspection and their downloading at such website 

as shall be separately designated by the Trustee of the Second Trust and notified to them, 

or (ii) (at the option of each of any Trust Beneficiary of the Second Trust, ABL Lender 

to the Second Trust or BNPP) sending a file of the Trust Assets Status Report of the 

Second Trust in Excel format by E-mail to such E-mail address of the Trust Beneficiary 

of the Second Trust, the ABL Lender to the Second Trust or BNPP (as the case may be) 

has designated, together with the corresponding copies of the Trust Assets Status Report 

of the First Trust and the Monthly Report.  The Trustor of the Second Trust as the Initial 

Trust Beneficiary of the Second Trust hereby agrees to receive such information in the 

Trust Assets Status Report of the Second Trust by means of such electromagnetic 

methods in accordance with Article 31-20, Paragraph 2, Item 1 of the Enforcement 

Regulation relating to the Concurrent Business Act as applied mutatis mutandis by 

Article 18, Paragraph 2 thereof.  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 Trust Beneficiaries of the Second Trust and the ABL Lenders to the 

Second Trust. 
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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.  

 

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;  
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(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 the Trustor of the 

First Trust admit such difficulty, and any court order or administrative 

order to terminate the First Trust; and 

 

(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, and the Trustor of the First Trust admit such difficulty. 

 

(f) the outstanding amount of the Auto Loan Receivables excluding the 

Uncollectable Auto Loan Receivables has become zero. 

 

If any Trust Termination Event of the First Trust 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), (e) and (f) above, on the date of the First Trust Payment 

Date immediately following the date on which such event occurs (provided however, 

(x) if such event occurs within the period from but excluding any Trust Calculation 

Date to the First Trust Payment Date immediately following the Trust Calculation 

Date, on the First Trust Payment Date of immediately following that First Trust 

Payment Date; and (y) if such event falls under (d) above as a result of application 

of Article 10.1 of the First Trust Agreement and payment of deferred amount 

pursuant to Article 10.1 of the First Trust Agreement is made on the First Trust 

Payment Date, on such First Trust Payment 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 agreement among the Trustor of the First Trust, the 

Subordinated Beneficiary and the Trustee of the Second Trust. 

 

(ii) Termination and Resignation of Trustee of the First Trust 

 

A. Notwithstanding the provisions of Paragraph 1 of Article 58 of the Trust Act, neither 

the Trustor of the First Trust nor the Beneficiary may dismiss the Trustee of the First 

Trust, except where (i) the Trustee of the First Trust has breached any of its 

representations and warranties regarding  the First Trust Agreement or has 

committed any other breach of  the First Trust Agreement, (ii) a petition has been 

filed for the commencement of bankruptcy proceedings or other insolvency 

proceedings with respect to the Trustee of the First Trust, (iii) the Trustee of the 

First Trust has suspended payment of, or has become incapable of paying, its debts 

generally with respect to its own assets, (iv) any administrative action has been 

imposed on the Trustee of the First Trust which may have a material adverse effect 

on its ability to perform its duties relating to the First Trust under the First Trust 

Agreement, or (v) Applicable Laws (including Paragraph 4 of Article 58 of the Trust 

Law, but excluding Paragraph 1 of such article) provide to dismiss the Trustee of 

the First Trust. 

 

If the Trustee of the Second Trust is dismissed or resigns 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 under the First Trust Agreement.  

Furthermore, if any of the following events occurs with respect to the Trustee of the 
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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 Agency 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. 

 

B. Upon providing notice to the 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. 

 

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.  The Trustee of the First Trust shall 

perform the business necessary to succeed the trust business of the First Trust to the 

Successor Trustee.  For the avoidance of doubt, until the Successor Trustee accepts 
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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 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 

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 dismiss or resignation of the Trustee of the First Trust pursuant to the 

provisions of the First Trust Agreement, the dismissed or resigning Trustee of the 

First Trust shall be entitled to receive, on the date on which such amount would have 

fallen to be paid, all fees, expenses and other money accrued up to the effective date 

of termination or resignation but shall 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, the Rating 

Agency and, upon prior written consent of the Trustor of the First Trust who shall not 

unreasonably withhold such consent, 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 the 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 the 
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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. 

 

(iv) Representation and Warranties 

 

A. The Trustor of the First Trust shall represent and warrant to and for the benefit of 

the Trustee of the First Trust, the ABL Lender to the First Trust, and following the 

entrustment of the Loan Receivables pursuant to the Second Trust Agreement, the 

Trustee of the Second Trust, that each of the following is true and accurate as of the 

Trust Commencement Date, each Additional Entrustment Date, the execution date 

of the Asset Backed Loan Agreement to the First Trust and the Second Trust 

Agreement and the Drawdown Date: 

 

(a) it is a company duly incorporated and validly existing under the laws of Japan 

with full power and authority to conduct its business as presently conducted 

and it has taken all necessary corporate and legal action to authorize the 

execution and delivery of the Transaction Documents to which the Trustor of 

the First Trust is a party, and that such documents constitute or will constitute 

valid, legally binding and enforceable obligations of the Trustor of the First 

Trust, except as may be limited by the Bankruptcy Act, the Civil Rehabilitation 

Act, the Corporate Reorganization Act, special liquidation or other Applicable 

Laws generally affecting such obligations; 

 

(b) the execution, delivery and performance by the Trustor of the First Trust, 

including the assignment and transfer of the Auto Loan Receivables to the 

Trustee of the First Trust does not infringe or violate and is not contrary to, and 

does not constitute a default under, the articles of incorporation and other 

internal regulations of the Trustor of the First Trust, any Applicable Law, or 

any of the provisions of loan agreements, security agreements, trust deeds, or 

any other agreements or documents to which the Trustor of the First Trust is a 

party or under which the Trustor of the First Trust or its assets are bound, and 

will not result in the creation of any mortgage, pledge, lien or other security 

interest upon the Trustor of the First Trust’s properties or assets pursuant to 

any provision of such agreements or documents; 

 

(c) there are no pending actions, arbitrations or administrative proceedings against 

the Trustor of the First Trust, which could reasonably be expected to have a 

material adverse effect on the ability of the Trustor of the First Trust or the 

Servicer to perform their obligations hereunder or under the Servicing 

Agreement and, to the best of the Trustor of the First Trust’s knowledge, no 

such actions, arbitrations or administrative proceedings have been threatened 

against it; 

 

(d) it is not (i) unable to pay its debts, (ii) subject to a suspension of payments or 

(iii) insolvent, and it will not come to be in any of the situations in (i) through 

(iii) above as a result of any transaction contemplated in relation to the 

establishment of the First Trust; 

 

(e) no Insolvency Event relating to the Trustor of the First Trust has occurred and 

is continuing, and to the best of the Trustor of the First Trust’s knowledge, in 

respect of the Trustor of the First Trust, (i) no petition for any proceedings 

relating to an Insolvency Event has been filed, and (ii) none of the electric 

clearing house (denshi kokan jo), densai.net Co.,Ltd. or other electronic 
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monetary claims recording institutions has taken any steps for the suspension 

of transactions or similar action, and no such action is threatened; 

 

(f) no board resolution or shareholders’ resolution of the Trustor of the First Trust 

has been passed in respect of its dissolution or liquidation; 

 

(g) the Trustor of the First Trust has the power, authority, and legal right to 

originate, acquire and own, or enter into and execute, the Related Documents; 

 

(h) the Trustor of the First Trust has not sold, assigned, entrusted (including by 

declaration of trust), exchanged or otherwise disposed of to any third party 

other than the Trustee of the First Trust any option with respect to the Auto 

Loan Receivables, the Purchased Vehicles, the Auto Loan Agreements or the 

Related Security, nor has it created or incurred to exist any mortgage, pledge, 

lien or any other security or encumbrance with respect thereto; 

 

(i) all material consents, licenses and approvals of every government authority 

required to be obtained by the Trustor of the First Trust in connection with the 

execution, delivery and performance of the First Trust Agreement and the 

Servicing Agreement have been obtained and are valid and subsisting; 

 

(j) the Trustor of the First Trust has neither fraudulent nor unlawful intent in 

entrusting the Auto Loan Receivables to the Trustee of the First Trust; 

 

(k) no Servicer Replacement Event has occurred and is continuing; 

 

(l) the Trustor of the First Trust 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; 

 

(m) the Trustor of the First Trust is registered as Touroku Kobetsu Shinyou Konyu 

Assen Gyosha under Article 35-3-23 of the Installment Sales Act;  

 

(n) the Trustor of the First Trust is not a "US person" as defined in 902(k) of 

Regulation S under Securities Act of 1933 of the United States;  

 

(o) the Trustor of the First Trust’s computer systems are capable of segregating the 

trust assets under the First Trust Agreement from its own assets; 

 

(p) the Trustor of the First Trust’s most recently audited financial statements 

provide an accurate and fair reflection of the Trustor of the First Trust’s 

financial status as of the date of the audited financial statements and during the 

relevant period ending on such date and have been prepared in compliance with 

accounting principles generally accepted and continuously applicable to the 

Trustor of the First Trust in Japan; 

 

(q) there has been no change in the Trustor of the First Trust’s financial status or 

business performance subsequent to the preparation date of the financial 

statements which may have a material adverse effect on the ability of the 

Trustor of the First Trust to perform its obligations and duties or the 

enforceability or collectability of the Auto Loan Receivables under the First 

Trust Agreement. 
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(r) there are no material inaccuracies or misrepresentations in any information 

(including written documents, electronic records and other tangible forms of 

information) provided by the Trustor of the First Trust to the Trustee of the 

First Trust in relation to the First Trust; 

 

(s) the Trustor of the First Trust has not violated any judgments, orders, decisions 

or any other dispositions by any court, arbitration body, official body or any 

other similar external body applicable to it; 

 

(t) the Sub-Servicer satisfies the Criteria for appointment as provided in Article 

26.7 of the First Trust Agreement; and 

 

(u) the Trustor of the First Trust has not made the situation under which, for the 

purpose of Notice on Capital Adequacy Ratio, it does not substantially 

undertake credit risks of the Subordinated Beneficial Interest in whole or in 

part by hedging or any other ways. 

 

B. The Trustor of the First Trust shall represent and warrant to and for the benefit of 

the Trustee of the First Trust, the ABL Lender to the First Trust, and following the 

entrustment of the Loan Receivables pursuant to the Second Trust Agreement, the 

Trustee of the Second Trust, that each of the following is true and accurate as of the 

Trust Commencement Date, each Additional Entrustment Date, the execution date 

of the Asset Backed Loan Agreement to the First Trust and the Second Trust 

Agreement, the Drawdown Date and the Drawdown Date of the Second Trust: 

 

(a) each Auto Loan Receivable is assignable and the entrustment thereof under the 

First Trust Agreement will not result in a breach of the Trustor of the First 

Trust’s internal regulations or any Applicable Laws; 

 

(b) each Auto Loan Receivable and Auto Loan Agreement (as applicable) satisfies 

the Eligibility Criteria;  

 

(c) the Trustor of the First Trust holds directly or indirectly all the material 

documents related to each Auto Loan Receivable; and 

 

(d) (as of each Additional Entrustment Date (Revolving Period) on which the 

additional entrustment of the Additional Auto Loan Receivables is to be made 

pursuant to Article 3.1(b) of the First Trust Agreement only) if the 

contemplated additional entrustment would be made pursuant to Article 3.1(b) 

of the First Trust Agreement, immediately following such additional 

entrustment, all Auto Loan Receivables constituting the Trust Assets of the 

First Trust satisfy all of the Concentration Limitations.  

 

C. The Trustee of the First Trust shall represent and warrant to and for the benefit of 

the Subordinated Beneficiary, the ABL Lender to the First Trust and following the 

entrustment of the Loan Receivables pursuant to the Second Trust Agreement, the 

Trustee of the Second Trust, that each of the following is true and accurate as of the 

Trust Commencement Date, each Additional Entrustment Date, the execution date 

of the Asset Backed Loan Agreement to the First Trust and the Second Trust 

Agreement, the Drawdown Date and the Drawdown Date of the Second Trust: 

 

(a) it is a bank duly incorporated and validly existing under the laws of Japan with 

full power and authority to conduct its business as presently conducted, 

including the permission to conduct trust business under the Concurrent 

Business Act, and has taken all necessary corporate and legal action to 
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authorize the execution and delivery of the Transaction Documents to which 

the Trustee of the First Trust is a party, and that such documents constitute 

valid, legally binding and enforceable obligations of the Trustee of the First 

Trust, except as may be limited by the Bankruptcy Act, the Civil Rehabilitation 

Act, the Corporate Reorganization Act, special liquidation or other Applicable 

Laws generally affecting such obligations; 

 

(b) the execution, delivery and performance by the Trustee of the First Trust of the 

Transaction Documents, including the undertaking of the entrustment of the 

Auto Loan Receivables from the Trustor of the First Trust, does not infringe or 

violate and is not contrary to, and does not constitute a default under the articles 

of incorporation and other internal regulations of the Trustee of the First Trust 

and any Applicable Laws; 

 

(c) there are no pending actions, arbitrations or administrative proceedings against 

the Trustee of the First Trust which could reasonably be expected to have a 

material adverse effect upon the ability of the Trustee of the First Trust to 

perform its obligations hereunder and to the best of the Trustee of the First 

Trust's knowledge, no such actions, arbitrations or administrative proceedings 

have been threatened against it; 

 

(d) it is not currently (i) unable to pay its debts, (ii) subject to a suspension of 

payments or (iii) insolvent, and it will not come to be in any of the situations 

in (i) through (iii) above as a result of any transactions contemplated in relation 

to the establishment of the First Trust; 

 

(e)  no Insolvency Event relating to the Trustee of the First Trust has occurred and 

is continuing, and to the best of the Trustee of the First Trust’s knowledge, in 

respect of the Trustee of the First Trust, (i) no petition for any proceedings 

relating to an Insolvency Event has been filed, and (ii) none of the electric 

clearing house (denshi kokan jo), densai.net Co.,Ltd. or other electronic 

monetary claims recording institutions has taken any steps for the suspension 

of transactions or similar action, and no such action is threatened; 

 

(f) no board resolution or shareholders’ resolution of the Trustee of the First Trust 

has been passed in respect of its dissolution or liquidation;  

 

(g) all material consents, licenses, approvals and authorizations of every 

government authority required to be obtained by the Trustee of the First Trust 

in connection with the execution, delivery and performance of the Transaction 

Documents to which the Trustee of the First Trust is a party have been obtained 

and are valid and subsisting; 

 

(h) the Trustee of the First Trust has not taken any of the conducts provided for in 

Paragraph 1 of Article 24 of the Trust Business Act in connection with the 

entrustment of the First Trust; and 

 

(i) the Trustee of the First Trust 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. 

 

(j) any assets held by the Trustee of the First Trust for each of its customers and 

other third parties in any trust (including but not limited to the trust pursuant to 

the First Trust Agreement) are segregated and separately identified in its books 
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of account and all other records from the property held by it in a separate trust 

or from its own property; 

 

(k) the Trustee of the First Trust has, prior to the execution of the First Trust 

Agreement, explained to the Trustor of the First Trust in advance the matters 

listed in Article 25 of the Trust Business Act; and 

 

(l) the Trustee of the First Trust has established a system for segregating the Trust 

Assets from its own assets and other trust assets and other systems for 

preventing damage to Trust Assets or loss of credibility of the trust business 

pursuant to Paragraph 3 of Article 28 of the Trust Business Act. 

 

(v) Covenants 

 

A. The Trustor of the First Trust shall covenant with the Trustee of the First Trust for 

the benefit of the Trustee of the First Trust and the ABL Lender to the First Trust, 

and following the entrustment of the Loan Receivables pursuant to the Second Trust 

Agreement, the Trustee of the Second Trust, that it shall: 

 

(a) maintain its existence as a kabushiki kaisha and its registration as Touroku 

Kobetsu Shinyou Konyu Assen Gyosha under Article 35-3-23 of the Instalment 

Sales Act; 

 

(b) comply with all Applicable Laws applicable to it, its assets and business, and 

the Related Documents; 

 

(c) properly perform all procedures and actions required by the Trust Act, the Trust 

Business Act, the Personal Information Protection Act, the Perfection Act and 

all other Applicable Laws in the performance of its obligations under the First 

Trust Agreement and the Servicing Agreement; 

 

(d) completely perform and comply with its obligations under each Related 

Document and all obligations related thereto within the prescribed time frame; 

 

(e) in connection with the handling of the Auto Loan Receivables and the handling 

of the Auto Loan Agreements, comply with all material terms of the Trustor of 

the First Trust’s business policies relating to the provision of credit and 

collections (including, but not limited to the Servicing Procedures); 

 

(f) pay or cause the relevant Obligor to pay all consumption tax, local consumption 

tax, and other taxes and dues, and all other expenses imposed on or in relation 

to the Auto Loan Receivables and Purchased Vehicles relating thereto; 

 

(g) allow the Trustee of the First Trust or an agent appointed by the Trustee of the 

First Trust to inspect and copy the registers, records and documents related to 

the Auto Loan Receivables and interview the Trustor of the First Trust’s 

auditors regarding the status of the Trustor of the First Trust’s performance of 

its obligations in respect of the Auto Loan Receivables or the First Trust 

Agreement, and interview the Trustor of the First Trust’s officers and 

employees who have knowledge as to the status thereof, at the Trustor of the 

First Trust head office during ordinary business hours, to the extent reasonably 

necessary; 
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(h) maintain registers or other records relating to the Auto Loan Receivables that 

clearly identify the Auto Loan Receivables as having been entrusted to the 

Trustee of the First Trust; 

 

(i) give notice to the Trustee of the First Trust, without delay, (i) of any litigation 

or other dispute which may affect the performance or enforceability of any 

Transaction Documents that has been filed or commenced against it or (ii) if it 

becomes aware of the possibility that such litigation or other dispute may occur 

or (iii) if an event which may have a material effect on the Trustor of the First 

Trust’s financial status or business status has occurred; 

 

(j) provide reasonable cooperation to the Trustee of the First Trust to enable the 

Trustee of the First Trust (i) to deliver notifications and reports in relation to 

the First Trust or (ii) to provide notices in relation to the Auto Loan Receivables 

and (iii) to take such other action as the Trustee of the First Trust is required to 

take pursuant to the terms of the First Trust Agreement; 

 

(k) appropriately perform its obligations under the Sub-Servicing Agreement and 

the Consignment Agreement with the Sub-Servicer in accordance with the 

terms thereof and comply with any reasonable instructions given by the Trustee 

of the First Trust; 

 

(l) during the period of the Trustee of the First Trust’s delegation of the Servicing 

Activities to the Trustor of the First Trust, as the Servicer under the Servicing 

Agreement, (i) comply with the obligations of the Trustor of the First Trust, as 

the Servicer, as set out in the Servicing Agreement, and (ii) the Trustor of the 

First Trust, as the Servicer, shall cause the Sub-Servicer to (x) comply with the 

same matters set out in each item (excluding the matters which target the 

Trustor of the First Trust only by nature) of the covenants provided herein, and 

(y) satisfy the criteria for appointment provided in Article 26.7 the First Trust 

Agreement during the period of the Servicer’s sub-delegation of a part of the 

Servicing Activities to the Sub-Servicer with the consent of the Trustee of the 

First Trust in accordance with the First Trust Agreement (as to (x) above, in 

each item of the covenants provided in this article, each reference to the Trustor 

of the First Trust or the Servicer shall be replaced by the Sub-Servicer);  

 

(m) defend, in accordance with the Trustee of the First Trust’s reasonable 

instructions, Trustee of the First Trust’s right and title to, and interest in, the 

Auto Loan Receivables against all third party claims; 

 

(n) if (i) any of the matters represented or warranted by the Trustor of the First 

Trust in the First Trust Agreement were found to be false or incorrect as of the 

time when the representations were made, (ii) any covenant contained in this 

article or any other obligation under the First Trust Agreement or the Servicing 

Agreement is violated, (iii) any Servicer Replacement Event or Sub-Servicer 

Replacement Event occurs, (iv) any legal action, arbitration or administrative 

proceeding is commenced against the Trustor of the First Trust, which could 

reasonably be expected to have a material adverse effect on the Trustor of the 

First Trust under the First Trust Agreement or the Servicer under the Servicing 

Agreement or if, to the best of the Trustor of the First Trust’s knowledge, any 

such action, arbitration or administrative proceeding is threatened, or (v) any 

deterioration in the Trustor of the First Trust’s financial or operating condition 

or any material facts relating thereto, which could reasonably be expected to 

have a material adverse effect on the Trustor of the First Trust’s ability to 

perform its duties as the Servicer under the Servicing Agreement, or the Trustee 
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of the First Trust’s interest or the Trustee of the Second Trust’s interest in the 

Auto Loan Receivables occurs or is threatened to occur, in each case, report 

the same promptly to the Trustee of the First Trust; 

 

(o) cooperate with the Trustee of the First Trust to use its reasonable efforts in 

obtaining approvals, consents and permissions from, or reporting or providing 

notices to, the relevant authorities and taking all other necessary actions 

relating to the Auto Loan Receivables and the Obligors as reasonably requested 

by the Trustee of the First Trust; 

 

(p) upon the request of the Trustee of the First Trust, deliver to the Trustee of the 

First Trust an accurate and complete copy of the Trustor of the First Trust’s 

financial statement prepared in accordance with generally-accepted accounting 

principles in Japan and such financial statement is to be audited by an 

independent auditor, for each fiscal year during the term of the First Trust 

Agreement; 

 

(q) take all reasonable action necessary to preserve and protect at all times the 

Trustee of the First Trust’s right and title to, and interest in, the Auto Loan 

Receivables, in such manner and in such places as may be required by the 

Applicable Laws; 

 

(r) unless otherwise permitted by the First Trust Agreement or the Servicing 

Agreement, not take any step which would result in any Auto Loan Receivable 

ceasing to meet the Eligibility Criteria as of the date of such step, including, 

without limitation, acts which would result in any Obligor having a defense or 

cause of defense against either the Servicer or the Trustee of the First Trust in 

respect of payments due under the relevant Auto Loan Agreement, or any other 

action which would harm the rights of the Trustee of the First Trust in relation 

to the Auto Loan Receivables; 

 

(s) unless otherwise permitted by the First Trust Agreement or the Servicing 

Agreement, not terminate or cancel an Auto Loan Agreement prior to its 

scheduled maturity without the prior written consent of the Trustee of the First 

Trust, other than as a result of (i) a termination due to a prepayment pursuant 

to the Auto Loan Agreement or (ii) a cancellation in connection with the agreed 

termination of the relevant underlying sale purchase contract of the Purchased 

Vehicle between an Obligor and the Dealer, who entered into a Dealer Contract, 

after the Trust Commencement Date or each Additional Entrustment Date on 

which relevant Auto Loan Receivable is entrusted, as the case may be; 

 

(t) except as otherwise contemplated by the First Trust Agreement or the Servicing 

Agreement, not sell, pledge, assign or transfer to any third party, entrust 

(including by declaration of trust) or acquiesce to the creation, incur, assume 

or suffer to exist any lien, charge or security interest in the Auto Loan 

Receivables, Purchased Vehicles, Related Security or Auto Loan Agreements 

(for avoidance of doubt, Sub-Servicer’s being registered as the owner of 

Purchased Vehicles does not violate this item);  

 

(u) unless otherwise permitted by the First Trust Agreement or the Servicing 

Agreement, without the prior written approval of the Trustee of the First Trust, 

not (i) postpone, delay or discharge the payments due in respect of the Auto 

Loan Receivables, (ii) change, eliminate, discharge or waive any other 

provision of any Related Document, (iii) conduct any settlement with respect 
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to the Auto Loan Receivables, or (iv) conduct any other actions having the 

similar effect as any of the above; 

 

(v) unless otherwise permitted by the First Trust Agreement or the Servicing 

Agreement and without the prior written approval of the Trustee of the First 

Trust, not (i) change any material business policies related to any Related 

Document or Transaction Document (including, but not limited to its credit 

guideline and the Servicing Procedures) in a way that exceeds the scope 

necessary and reasonable for the Trustor of the First Trust, or as Servicer, to 

properly conduct its business and which may have a material effect on the 

Trustee of the Second Trust, or (ii) transfer a material part of its business related 

to any Related Document; provided, however, that this shall not be the case 

where such change or transfer is reasonably determined not to have an adverse 

effect on the performance by the Trustor of the First Trust of its obligations 

under the Transaction Documents and the Trustee of the Second Trust's rights 

under the Asset Backed Loan Agreement to the First Trust; 

 

(w) not perform any merger, corporate split, taking over of business, transfer of 

business, share exchange, share transfer or delegation of management or any 

similar action or negotiate with any third party as to the same, where the 

Trustee of the First Trust reasonably determines that the taking of such action 

may have a material adverse effect on the Trustor of the First Trust’s financial 

or business conditions, or performance of its obligations under the Transaction 

Documents; 

 

(x) not take any steps that could reasonably be expected to have a material adverse 

effect on the Trustee of the First Trust’s interest in the Auto Loan Receivables; 

 

(y) not (i) have any funding relationship whatsoever with any Anti-Social Force, 

(ii) cooperate with or be involved in the maintenance or operation of any Anti-

Social Force or (iii) select any Anti-Social Force to serve as director, etc., hire 

any Anti-Social Force as an employee or involve any Anti-Social Force in its 

management; 

 

(z) not, and not permit any of its subsidiaries, directors, officers or employees to 

be (i) an Anti-Social Force or (ii) an Anti-Social Force Related Party;  

 

(aa) not conduct, and shall not permit any third party to conduct on its behalf, Anti-

Social Conduct; 

 

(bb) not engage in any conduct which may cause criminal responsibility related to 

fraud, embezzlement, bankruptcy crimes, crimes against the competition law, 

guarantees of profit, active bribery, acceptance of bribe or other crimes related 

to corruption committed by the employees of the Trustor of the First Trust or 

third party within the framework of the transaction with the Trustee of the First 

Trust set forth in the First Trust Agreement and the Servicing Agreement (in 

the case of a conduct that may cause a crime engaged in by third party, only if 

an employee of the Trustor of the First Trust is aware in advance that the third 

party will engage in that crime), and be obligated to comply with all laws and 

regulations applied to the Trustor of the First Trust and the transaction with the 

Trustee of the First Trust; 

 

(cc) not make the situation under which the Trustor of the First Trust does not 

substantially undertake credit risks of the Subordinated Beneficial Interest in 

whole or in part by hedging or any other ways; and 
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(dd) if the provisions regarding the treatment of securitization exposure under the 

Notice on Capital Adequacy Ratio are amended, upon the request from the 

Senior Beneficiaries or the ABL Lender to the First Trust (after the entrustment 

of Loan Receivables pursuant to the Second Trust Agreement, the Trustee of 

the Second Trust), have a good faith discussion about necessary measures 

under the amended Notice on Capital Adequacy Ratio with such Senior 

Beneficiaries or ABL Lender to the First Trust (after the entrustment of Loan 

Receivables pursuant to the Second Trust Agreement, the Trustee of the 

Second Trust). 

 

B. The Trustee of the First Trust shall treat any information relating to the Auto Loan 

Receivables and the Obligors (including, without limitation, personal information 

as defined in the Protection of Personal Information Act, relating to the Obligors) 

obtained pursuant to the First Trust Agreement as confidential in accordance with 

the Master Definitions Schedule, except as required by the Applicable Laws. 

 

The Trustee of the First Trust shall appropriately segregate the Trust Assets of the 

First Trust by keeping the details of such assets in its books and other records 

separate from its own assets, assets of other trusts and other assets of its customers 

and other parties so that the Trust Assets of the First Trust are always readily 

identifiable. 

 

(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  

 

(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 Agency, 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 
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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 the Trustor of the First Trust admit such difficulty, 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, and the Trustor of the First Trust admit such 

difficulty.  

 

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”) (if such event occurs within 

the period from but excluding any Trust Calculation Date to the Second Trust 

Payment Date immediately following the Trust Calculation Date, on the Second 

Trust Payment Date of immediately following that Second Trust Payment Date). 

 

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. Notwithstanding the provisions of Paragraph 1 of Article 58 of the Trust Act, neither 

the Trustor of the Second Trust nor the Beneficiaries of the Second Trust may 

dismiss the Trustee of the Second Trust, except where (i) the Trustee of the Second 

Trust has breached any of its representations and warranties regarding the Second 

Trust Agreement or has committed any other breach of the Second Trust Agreement, 

(ii) a petition has been filed for the commencement of bankruptcy proceedings or 

other insolvency proceedings with respect to the Trustee of the Second Trust, (iii) 

the Trustee of the Second Trust has suspended payment of, or has become incapable 

of paying, its debts generally with respect to its own assets, (iv) any administrative 

action has been imposed on the Trustee of the Second Trust which may have a 

material adverse effect on its ability to perform its duties relating to the Second Trust 

under the Second Trust Agreement, or (v) Applicable Laws (including Paragraph 4 

of Article 58 of the Trust Law, but excluding Paragraph 1 of such article) provide 

to dismiss the Trustee of the Second Trust. 

 

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.  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 

Collections 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, provided however, the Trustor of the Second Trust has to consult with 

the Trustor of the First Trust and obtain the consent by the Trustor of the First Trust 

prior to such appointment, unless the Servicer Replacement Event has occurred.   

 

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.  The Trustee of the Second Trust 

shall perform the business necessary to succeed the trust business of the Second 

Trust to the Successor Trustee.  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. 
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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 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 dismiss or resignation of the Trustee of the Second Trust pursuant to the 

provisions of the Second Trust Agreement, the dismissed or resigning Trustee of the 

Second Trust shall be entitled to receive, on the date on which such amount would 

have fallen to be paid, 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 
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receive notice as provided in (b) above, the Beneficiaries of the Second Trust and 

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 (including the case 

where the instruction to the Trustee of the First Trust regarding the consultation with 

Sub-Servicer under Paragraph 9, Item (1) of the Sub-Servicing Agreement is necessary) 

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 



 

 

81 

 

Second Trust, the ABL Lenders to the Second Trust and the Rating Agency 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 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, it is required by its parent company (as defined in item 4 of Article 2 

of the Companies Act) (the “Parent Company”) to disclose to the parent company for 

the purpose of the Parent Company's internal management, etc. to the extent necessary 

for such purposes, or it is necessary for it to disclose to its legal advisors, certified public 

accountants, certified tax accountants or the Rating Agency 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. 

 

(v) Representation and Warranties 

 

A. The Trustor of the Second Trust shall represent and warrant to and for the benefit of 

the Trustee of the Second Trust, the Trust Beneficiaries of the Second Trust and the 

ABL Lenders to the Second Trust that each of the following is true and accurate as 

of the execution date of the Second Trust Agreement and the Trust Commencement 

Date of the Second Trust (provided, however, that with respect to items (j) and (k) 

only, the representations and warranties shall be as of the Trust Commencement 

Date of the Second Trust only): 

 

(a) the Trustor of the Second Trust is a company duly incorporated and validly 

existing under the laws of Japan and is a financial instruments business 

operator as defined in the Financial Instruments and Exchange Act, with full 

power and authority to conduct its business, including the money lending 

business under the Money Lending Business Act, and it has taken all necessary 

corporate and legal action to authorize the execution, delivery of, and 

performance of the transactions contemplated by, the Asset Backed Loan 

Agreement to the First Trust and the Second Trust Agreement, including but 
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not limited to giving the Asset Backed Loan to the First Trust to the Trustee of 

the First Trust and entrustment of the Loan Receivables to the Trustee of the 

Second Trust, and that such agreements constitute or will constitute valid, 

legally binding and enforceable obligations of the Trustor of the Second Trust, 

except as may be limited by the Bankruptcy Act, the Civil Rehabilitation Act, 

the Corporate Reorganization Act, special liquidation or other Applicable Laws 

generally affecting such obligations; 

 

(b) the Loan Receivables held by the Trustor of the Second Trust are assignable 

and the execution, delivery and performance by the Trustor of the Second Trust, 

including the assignment and transfer of the Loan Receivables to the Trustee 

of the Second Trust does not infringe or violate and is not contrary to, or does 

not constitute a default under, the articles of incorporation and other internal 

regulations of the Trustor of the Second Trust, any Applicable Law applicable 

to the Trustor of the Second Trust, or any of the provisions of loan agreements, 

security agreements, trust deeds, or any other agreements or documents to 

which the Trustor of the Second Trust is a party or under which the Trustor of 

the Second Trust or its assets are bound, and will not result in the creation of 

any mortgage, pledge, lien or other security interest upon the Trustor of the 

Second Trust's properties or assets pursuant to any provision of such 

agreements or documents; 

 

(c) there are no pending actions, arbitrations or administrative proceedings against 

the Trustor of the Second Trust, which could reasonably be expected to have a 

material adverse effect on the ability of the Trustor of the Second Trust to 

perform its obligations hereunder, and, to the best of the Trustor of the Second 

Trust’s knowledge, no such actions, arbitrations or administrative proceedings 

is or are threatened; 

 

(d) the Trustor of the Second Trust is not (i) unable to pay its debts, (ii) subject to 

a suspension of payments or (iii) insolvent, and it will not come to be in any of 

the situations in (i) through (iii) above as a result of any transaction 

contemplated in relation to the establishment of the Second Trust; 

 

(e) no Insolvency Event relating to the Trustor of the Second Trust has occurred 

and is continuing, and to the best of the Trustor of the Second Trust’s 

knowledge, in respect of the Trustor of the Second Trust, (i) no petition for any 

proceedings relating to an Insolvency Event has been filed, and (ii) none of the 

electric clearing house (denshi kokan jo), densai.net Co.,Ltd. or other electronic 

monetary claims recording institutions has taken any steps for the suspension 

of transactions or similar action, and no such action is threatened; 

 

(f) no board resolution or shareholders’ resolution of the Trustor of the Second 

Trust has been passed in respect of its dissolution or liquidation; 

 

(g) the Trustor of the Second Trust has not sold, assigned, exchanged or otherwise 

disposed of to any third party other than the Trustee of the Second Trust any 

option with respect to the Loan Receivable, nor has it entrusted (including by 

declaration of trust), created or incurred any mortgage, pledge, lien or any other 

security or encumbrance with respect thereto; 

 

(h) all material consents, licenses, approvals and authorizations of every relevant 

authority required to be obtained by the Trustor of the Second Trust in 

connection with the execution, delivery and performance of the Asset Backed 
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Loan Agreement to the First Trust and the Second Trust Agreement have been 

obtained and are valid and subsisting; 

 

(i) the Trustor of the Second Trust has neither fraudulent nor unlawful intent in 

assigning and entrusting the Loan Receivable to the Trustee of the Second 

Trust; 

 

(j) the Trustor of the Second Trust shall treat the entrustment of the Loan 

Receivables as a transfer of assets on its accounting books to be executed in 

accordance with applicable laws of Japan and shall not include such Loan 

Receivables as assets in such accounting books of the Trustor of the Second 

Trust on and after the Trust Commencement Date of the Second Trust;  

 

(k) the Trustor of the Second Trust has paid the aggregate principal amount of the 

Asset Backed Loan to the First Trust pursuant to the Asset Backed Loan 

Agreement to the First Trust to the Trustee of the First Trust on the Drawdown 

Date; and 

 

(l) the Trustor of the Second Trust 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; and 

 

(m) neither the Trustor of the Second Trust nor any of its subsidiaries or affiliates, 

or, their respective directors, officers, or employees, is currently a person with 

whom dealings are restricted or prohibited by any Sanctions. 

 

 “Sanctions” means any economic or trade sanctions or restrictive measures 

enacted, administered, imposed or enforced by major countries or 

organizations such as the U.S. Department of the Treasury’s Office of Foreign 

Assets Control (OFAC), the U.S. Department of State, the United Nations 

Security Council, the European Union, the French Republic, His Majesty’s 

Treasury or Japan. 

 

B. The Trustee of the Second Trust shall represent and warrant to and for the benefit 

of the Trustor of the Second Trust, the Trust Beneficiaries of the Second Trust and 

the ABL Lenders to the Second Trust that each of the following is true and accurate 

as of the execution date of the Second Trust Agreement and the Trust 

Commencement Date of the Second Trust: 

 

(a) the Trustee of the Second Trust is a bank duly incorporated and validly existing 

under the laws of Japan, with full power and authority to conduct its business 

as presently conducted, including the permission to conduct trust business 

under the Concurrent Business Act, and has taken all necessary corporate and 

legal action to authorize the execution and delivery of the Second Trust 

Agreement, and that the Second Trust Agreement constitutes valid, legally 

binding and enforceable obligations of the Trustee of the Second Trust, except 

as may be limited by the Bankruptcy Act, the Civil Rehabilitation Act, the 

Corporate Reorganization Act, special liquidation or other Applicable Laws 

generally affecting such obligations; 

 

(b) the execution, delivery and performance by the Trustee of the Second Trust of 

the Transaction Documents to which it is a party, including the undertaking of 

the entrustment of the Loan Receivables from the Trustor of the Second Trust, 

does not infringe or violate and is not contrary, and does not constitute a default 



 

 

84 

 

under, the articles of incorporation and other internal regulations of the Trustee 

of the Second Trust, any Applicable Law applicable to the Trustee of the 

Second Trust or any of the provisions of loan agreements, security agreements, 

trust deeds, or any other agreements or documents to which the Trustee of the 

Second Trust is a party or under which the Trustee of the Second Trust or its 

assets are bound, and will not result in the creation of any mortgage, pledge, 

lien or other security interest upon the Trustee of the Second Trust's properties 

or assets pursuant to any provision of such agreements or documents;  

 

(c) there are no pending actions, arbitrations or administrative proceedings against 

the Trustee of the Second Trust which could reasonably be expected to have a 

material adverse effect upon the ability of the Trustee of the Second Trust to 

perform its obligations hereunder, to the best of the Trustee of the Second 

Trust's knowledge, no such actions, arbitrations or administrative proceedings 

have been threatened against it; 

 

(d) the Trustee of the Second Trust is not (i) unable to pay its debts, (ii) subject to 

a suspension of payments or (iii) insolvent, and it will not come to be in any of 

the situations in (i) through (iii) above as a result of any transactions 

contemplated in relation to the establishment of the Second Trust; 

 

(e) no Insolvency Event relating to the Trustee of the Second Trust has occurred 

and is continuing, and to the best of the Trustee of the Second Trust’s 

knowledge, in respect of the Trustee of the Second Trust, (i) no petition for any 

proceedings relating to an Insolvency Event has been filed, and (ii) none of the 

electric clearing house (denshi kokan jo), densai.net Co.,Ltd. or other electronic 

monetary claims recording institutions has taken any steps for the suspension 

of transactions or similar action, and no such action is threatened;  

 

(f) no board resolution or shareholders’ resolution of the Trustee of the Second 

Trust has been passed in respect of its dissolution or liquidation; 

 

(g) all material consents, licenses, approvals and authorizations of every relevant 

authority required to be obtained by the Trustee of the Second Trust in 

connection with the execution, delivery and performance of the Transaction 

Documents to which the Trustee of the Second Trust is a party have been 

obtained and are valid and subsisting; 

 

(h) the Trustee of the Second Trust has not taken any of the conduct provided for 

in Paragraph 1 of Article 24 of the Trust Business Act in connection with the 

entrustment of the Second Trust; 

 

(i) the Trustee of the Second Trust 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; 

 

(j) any assets held by the Trustee of the Second Trust for each of its customers and 

other third parties in any trust (including but not limited to the trust pursuant to 

the Second Trust Agreement) are segregated and separately identified in its 

books of account and all other records from the property held by it in a separate 

trust or from its own property; 
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(k) neither the Trustee of the Second Trust nor any of its subsidiaries or affiliates, 

or, their respective directors, officers, or employees, is currently a person with 

whom dealings are restricted or prohibited by any Sanctions; and 

 

(l) the Trustee of the Second Trust has established a system for segregating the 

Trust Assets from its own assets and other trust assets and other systems for 

preventing damage to Trust Assets or loss of credibility of the trust business 

pursuant to Paragraph 3 of Article 28 of the Trust Business Act. 

 

(vi) Covenants 

 

A. The Trustor of the Second Trust shall covenant with the Trustee of the Second Trust 

for the benefit of the Trustee of the Second Trust, that it shall, on and after the Trust 

Commencement Date of the Second Trust: 

 

(a) take all reasonable action necessary to preserve and protect at all times the 

Trustee of the Second Trust’s right and title to, and interest in, the Loan 

Receivables, in such manner and in such places as may be required by 

Applicable Laws; 

 

(b) except as otherwise contemplated by the Second Trust Agreement, not sell, 

pledge, assign or transfer to any third party, or entrust (including by declaration 

of trust), grant, create, incur, assume or suffer to exist any lien, charge or 

security interest in its Loan Receivables; 

 

(c) defend, cause to be defended or cooperate in the Trustee of the Second 

Trustee’s defense, as the case may be, in accordance with the Trustee of the 

Second Trust’s reasonable instructions, the Trustee of the Second Trust’s right 

and title to, and interest in, its Loan Receivables against all third party claims; 

 

(d) not take any steps that could reasonably be expected to have a material adverse 

effect on the Trustee of the Second Trust’s interest in its Loan Receivables;  

 

(e) if (i) any of the matters represented or warranted by the Trustor of the Second 

Trust in Article 4.1 of the Second Trust were false or incorrect as of the time 

when the representations were made or (ii) any legal action, arbitration or 

administrative proceedings is or are commenced against it, which could 

reasonably be expected to have a material adverse effect upon its ability to 

perform its obligations hereunder, or if, to its knowledge, such action, 

arbitration or administrative proceedings is threatened, to the extent not 

prohibited or restricted by Applicable Laws, or any relevant authority having 

jurisdiction over the Trustor of the Second Trust, report the same to the Trustee 

of the Second Trust promptly; 

 

(f)  cooperate with the Trustee of the Second Trust to use its reasonable efforts in 

obtaining approvals, consents and permissions from, or reporting or providing 

notices, to the relevant authorities and take all other necessary actions relating 

to its Loan Receivables; 

 

(g) not (i) have any funding relationship whatsoever with any Anti-Social Force, 

(ii) cooperate with or be involved in the maintenance or operation of any Anti-

Social Force or (iii) select any Anti-Social Force to serve as director, etc., hire 

any Anti-Social Force as an employee or involve any Anti-Social Force in its 

management; 
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(h) not, and not permit any of its subsidiaries, directors, officers or employees to 

be (i) an Anti-Social Force, (ii) an Anti-Social Force Related Party, or (iii) a 

person with whom dealings are restricted or prohibited by any Sanctions; and 

 

(i) shall not conduct, and shall not permit any third party to conduct on its behalf, 

Anti-Social Conduct. 

 

B. The Trustee of the Second Trust shall appropriately segregate the Trust Assets of 

the Second Trust by keeping the details of such assets in its books and records 

separate its own assets from the assets of its customers and other parties so that the 

Trust Assets of the Second Trust are always readily identifiable. 

 

C. The Trustee of the Second Trust shall covenant with the Trustor of the Second Trust 

for the benefit of the Trustor of the Second Trust, that it shall, on and after the Trust 

Commencement Date of the Second Trust:  

 

(a) not (i) have any funding relationship whatsoever with any Anti-Social Force, 

(ii) cooperate with or be involved in the maintenance or operation of any 

Anti-Social Force or (iii) select any Anti-Social Force to serve as director, 

etc., hire any Anti-Social Force as an employee or involve any Anti-Social 

Force in its management; 

 

(b) not, and not permit any of its subsidiaries, directors, officers or employees to 

be (i) an Anti-Social Force or (ii) an Anti-Social Force Related Party or (iii) a 

person with whom dealings are restricted or prohibited by any Sanctions; and 

 

(c) shall not conduct, and shall not permit any third party to conduct on its behalf, 

Anti-Social Conduct. 

 

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 using the form of the Schedule 

A to Annex C of the First Trust Agreement, which is either the Welcome Plan or the Ordinary Loan 

and has been entered into among the Trustor of the First Trust, the Guarantor, a Dealer and the 

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 MBF 

to provide most of the services of the Auto Loan Receivables with MBF, 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 MBF, 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 is completed by the purchaser of the vehicle and 

the Dealer forwards the completed form to the Sub-Servicer. Or, the application is submitted 

digitally via the system. The Sub-Servicer checks the application for completeness. 

 

Credit scoring: Once the auto loan application is completed, the Sub-Servicer makes credit 

scoring through its scoring system. 

 

Funding: Once the auto loan application has been approved by the Sub-Servicer and the 

purchaser has confirmed to conclude the Auto Loan Agreement, the Dealer is so informed by 

the Sub-Servicer. The Auto Loan Agreement signed by the applicant is then sent to the Sub-

Servicer, where it is reviewed against the auto loan application to ensure that the terms of the 

actual contract comply with the terms of the approved auto loan application. If the Auto Loan 

Agreement is signed digitally, it is stored in the system. Provided that the terms of the contract 

match the terms of the approved auto loan application, MBF pays the outstanding amount of 

the vehicle price to the Dealer for the benefit of the purchaser and the purchaser as Obligor 

shall owe the Auto Loan Receivables equivalent to the aggregate amount of such outstanding 

amount of the vehicle price and the instalment payment fee. 

 

(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 the Rating Agency 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 shall bear the following obligations: 

 

(a) perform its obligations thereunder 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 MBF 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 27th day of each month ( 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 27th day of each month, prepayments, payments by 

JACCS and Orico under the relevant Guaranty Agreement and delinquent penalties, are 

credited by the Sub-Servicer to MBF on the 27th of each month, as the case may be (subject 

to a “following business day” convention). 

 

MBF as Servicer will (i) on the first Remittance Date, deliver all Collections for the period 

from and including the next Business Day following the 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. 

 

Notwithstanding anything to the contrary in the preceding paragraph, during the Revolving 

Period, if and only if both items (a) and (b) below are satisfied on the relevant Remittance 

Date, MBF as the Servicer shall deliver the Deferred Amount to the Trustee of the First Trust 

on the First Trust Payment Date immediately following such Remittance Date: 

 

(a) no Early Amortization Event has occurred and continuing; and 

 

(b) the Servicer, as the Trustor of the First Trust, has submitted the Application of 

Additional Entrustment to the Trustee of the First Trust for the purpose of entrustment 

to the Trustee of the First Trust of the Additional Auto Loan Receivables whose 

aggregate Outstanding Principal Balance as of the relevant Additional Entrustment 

Cut-Off Date (Revolving Period) shall not be greater than the remaining amount of 

the Available Principal Distribution Amount after the application of Items (a) to 

(e) of Article 18.2 of the First Trust Agreement on the First Trust Payment Date 

immediately following such Remittance Date.  

 

Provided, that, (i) upon the occurrence of an Early Amortization Event after such Remittance 

Date, (ii) if MBF as the Trustor of the First Trust, decides not to entrust to the Trustee of the 

First Trust the Additional Auto Loan Receivables as described in (b) above or the Trustee of 

the First Trust decides not to grant consent required for such entrustment after such Remittance 

Date, or (iii) in case if preceding paragraph ceases to be applicable after the relevant 

Remittance Date due to a breach of either (a) or (b) above, the Servicer shall deliver the 

Deferred Amount to the Trustee of the First Trust immediately.  

 

For the avoidance of doubt, (i) if the main body of Article 6.2 of the Servicing Agreement is 

not applicable, the Servicer shall deliver all Collections on each Remittance Date in 

accordance with Article 6.1 of the Servicing Agreement, and (ii) if the main body of Article 

6.2 of the Servicing Agreement is applicable, the Servicer shall deliver all Collections (except 

for the Deferred Amount) on each Remittance Date in accordance with Article 6.1 of the 

Servicing Agreement.  

 

(3) Monthly Report 
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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 Agency 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 Agency, BNPP 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 0.65% per annum multiplied by the 

aggregate Outstanding 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.  However, before the 

occurrence of an Early Amortization Event, such Servicing Fee may be deducted from the 

Collections to be delivered to the Trustee of the First Trust. 

 

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 Servicer, the Trustee 

of the Second Trust and the Rating Agency. 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) occurrence of 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 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 and such failure remains unremedied for 30 calendar 

days following notice by the Trustee of the First Trust to the Servicer of such failure; 

 

(d) any misrepresentation in any material respect by the Servicer under the Servicing 

Agreement and the other Transaction Documents to which it is a party, and such 

misrepresentation shall remain unremedied for 30 Business Days;  

 

(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); 
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(f) the Servicing Agreement becomes void, voidable or otherwise unenforceable; or 

 

(g) the Trustee of the First Trust finds material matters which makes 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 are 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 shall be appointed for the 

benefit of the Trustee of the Second Trust, the Trustee of the First Trust shall 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.  The Servicer 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 

 

The Auto Loan Receivables constituting the Trust Assets of the First Trust must satisfy the 

following Eligibility Criteria as of the Cut-off Date on which relevant Auto Loan Receivables 

is chosen:  

 

(a) all required consents, approvals and authorizations have been obtained in respect of 

entering into each Auto Loan Agreement; 

 

(b) each Auto Loan Receivable is governed by Japanese law and each Auto Loan 

Receivable is payable in yen; 
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(c) each Auto Loan Receivable is a fully disbursed loan and the interest rate type applicable 

to each Auto Loan Receivable is a fixed interest rate; 

 

(d) each Auto Loan Agreement has been validly entered into in connection with one (1) 

Purchased Vehicle and is secured by such vehicle; 

 

(e) at least one (1) monthly payments have been made in respect of each Auto Loan 

Receivable and no payment due under the Auto Loan Agreement is overdue; 

 

(f) all monthly payments in respect of each Auto Loan Receivable are required to be made 

within eighty-four (84) months after the date of origination of such Auto Loan 

Receivables; 

 

(g) all monthly payments in respect of each Auto Loan Receivable are required to be made 

through account transfer on the twenty-seventh (27th) day of each month in equal 

monthly instalments, and without skipped or irregular payments (except for the payment 

in months which are designated as bonus payment months), or those which includes the 

Balloon Payments as final payment; 

 

(h) the Auto Loan Receivables are jointly and severally guaranteed by JACCS or Orico; 

 

(i) each Auto Loan Receivable derives from an Auto Loan Agreement using the form of the 

Schedule A to Annex C of the First Trust Agreement, which is either the Welcome Plan 

or the Ordinary Loan and has been entered into among the Trustor of the First Trust, the 

Guarantor, a Dealer and the Obligor, and such Auto Loan Agreement is in full force and 

effect and legally valid and binding in accordance with its terms and all Applicable 

Laws; 

 

(j) 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; 

 

(k) 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; 

 

(l) 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; 

 

(m) 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; 

 

(n)  the Trustor of the First Trust has not entered into an agreement with the Obligor in 

respect of an Auto Loan Receivable according to which the repayment of the Auto Loan 

Receivable would be suspended (except for those based on the Refinance Option); 

 

(o) 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); 
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(p) no attachment, provisional attachment or other compulsory execution, provisional 

remedy or tax delinquency proceeding has been commenced with respect to the Auto 

Loan Receivable; 

 

(q) no amendment has been made with respect to the Auto Loan Receivable where such 

amendment is to the conditions of payment such as an extension of the initially 

contracted term of payment, or the payment amount of instalments or interest payable or 

any other material term which could affect the credit capability of the Obligor including 

the change of the Obligor; 

 

(r) 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 shall be validly 

transferred from the Trustor of the First Trust to the Trustee of the First Trust; 

 

(s) no receivables from maintenance or other services regarding the Purchased Vehicles are 

included in the Auto Loan Receivables; 

 

(t) no receivables derived from the Refinance Loan are included in the Auto Loan 

Receivables; 

 

(u) no Auto Loan Agreement with respect to the Auto Loan Receivables falls under the 

agreements promulgated in the items of Paragraph 1, Article 9 of the Specified 

Commercial Transactions Act, 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; 

 

(v) the Obligor, if a corporate entity, has been establishded in Japan and is not an affiliate of 

Mercedes-Benz Group AG, and if an individual, has its place of residence in Japan; 

 

(w) the Obligor is not employed by Mercedes-Benz Group AG or its affiliate; 

 

(x) no bankruptcy proceedings or any other insolvency proceedings are pending with 

respect to the Obligor; 

 

(y) 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; 

 

(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) each Auto Loan Receivable is distinguishable from other claims against the other 

obligors; 
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(bb) 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); 

 

(cc) 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;  

 

(dd)  if an individual guarantees the Auto Loan Receivables and the Obligor incurs the Auto 

Loan Receivables for the purpose of his/her business, the Trustor of the First Trust does 

not recognize the Obligor’s non fulfilment of the obligation against such guarantor to 

provide information set forth in Paragraph 1 of Article 465-10 in the Civil Code; and   

 

(ee) the Auto Loan Receivables are chosen at random from among all receivables satisfying 

the Eligibility Criteria held by the Trustor of the First Trust. 

 

(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.  

 

MBF has extracted data on the historical performance of the Auto Loan Receivables portfolio. 
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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 

The Norinchukin Trust & Banking Co.,Ltd. 

 

(1) Name, Amount of Capital and Business Purposes, etc.  

 

(a) Name: The Norinchukin Trust & Banking Co.,Ltd. 

 

(b) Address: KANDA SQUARE 5F, 2-1, Kandanishiki-cho 2-chome, Chiyoda-ku, Tokyo 

 

(c) Name of representative director: Satoru Toyoda 

 

(d) Amount of capital: JPY 2 billion (as of March 31, 2025) 

 

(e) Business purposes: Trust Business and Banking Business 

 

(f) Main shareholder (as of March 31, 2024): The Norinchukin Bank 

 

(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) 

 As of March 31, 2024 As of March 31, 2025 

Total assets 38,438 39,963 

Total debts 8,370 8,538 

Total capital 30,067 31,425 

 

(b) Summary of profits (losses) for the most recent two fiscal years 
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  (Unit：1 million yen) 

 
From April 1, 2023 

to March 31, 2024 

From April 1, 2024 

to March 31, 2025 

Ordinary Revenue 8,103 8,591 

Ordinary income 3,575 3,950 

Net income 2,543 1,427 

 

2. Overview of the Trustor of the First Trust  

 

Mercedes-Benz Finance Co., Ltd. 

 

(1) Name, Amount of Capital and Business Purposes, etc. 

 

(a) Name: Mercedes-Benz Finance Co., Ltd. 

 

(b) Address: World Business Garden, Marive West 8F, 6-1, Nakase 2-chome, Mihama-ku, 

Chiba-city, Chiba 

 

(c) Name of representative director: Junichiro Obata 

 

(d) Amount of capital: JPY 4.4 billion (as of December 31, 2024) 

 

(e) Business purposes: Money lending, lease and instalment sales intermediary business. 

 

(f) Main shareholder (as of December 31, 2024): Mercedes-Benz Mobility 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) 

 
As of  

December 31, 2023 

As of  

December 31, 2024 

Total assets 602,397 683,431 

Total debts 534,780 611,534 

Total capital 67,616 71,896 
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(b) Summary of profits (losses) for the most recent two fiscal years 

(Unit：1 million yen) 

 
From January 1, 2023 

to December 31, 2023 

From January 1, 2024 

to December 31, 2024 

Sales 24,747 27,643 

Ordinary income 7,834 9,090 

Net income 5,316 6,340 

 

 

3. Overview of the Lead Manager 

 

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: Tony Leung 

 

(d) Amount of capital: JPY 102,025 million (as of March 31, 2025) 

 

(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 shareholders (as of March 31, 2025): BNP Paribas SA 

 

(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 

 

There is no capital relationship with the other transaction parties. 

 

(4) Financial Overview (non-consolidated) 
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(a) Summary of main assets and debts for the most recent two fiscal years 

(Unit：1 million yen) 

 As of March 31, 2024 As of March 31, 2025 

Total assets 18,043,293 16,373,808 

Total debts 17,823,005 16,154,131 

Total capital 220,287 219,677 

 

(b) Summary of profits (losses) for the most recent two fiscal years 

(Unit：1 million yen) 

 
From April 1, 2023 

to March 31, 2024 

From April 1, 2024 

to March 31, 2025 

Operating revenue 188,799 184,329 

Ordinary income 33,097 30,970 

Net income  21,216 20,606 

 

 

4. Overview of other Related Parties 

 

Orient Corporation.  

 

(1) Name, Amount of Capital and Business Purposes, etc. 

 

(a) Name: Orient Corporation. 

 

(b) Address: 2-1, Kojimachi 5-chome, Chiyoda-ku, Tokyo 

 

(c) Name of representative director: Makoto Umemiya 

 

(d) Amount of capital: JPY 150,075 million (as of March 31, 2025) 

 

(e) Business purposes: Credit card business, loan business, solution business, guarantee 

business, installment business, bank guarantee business. 

 

(f) Main shareholders (as of March 31, 2025): Mizuho Bank, Ltd., ITOCHU Corporation, 

The Master Trust Bank of Japan, Ltd. (Trust Account) and others. 

 

(2) Related Roles 

 

Guarantor of the Auto Loan Receivables and Sub-Servicer. 
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(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) 

 As of March 31, 2024 As of March 31, 2025 

Total assets 3,147,783 2,881,698 

Total debts 2,902,099 2,635,138 

Total capital 245,683 246,559 

 

(b) Summary of profits (losses) for the most recent two fiscal years 

(Unit：1 million yen) 

 
From April 1, 2023 

to March 31, 2024 

From April 1, 2024 

to March 31, 2025 

Operating revenue 229,054 245,270 

Ordinary income  16,118 12,344 

Net income 12,551 13,493 

 

 

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 

 

(c) Name of representative director: Ryo Murakami 

 

(d) Amount of capital: JPY 16,138.18 million (as of March 31, 2025) 

 

(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, 2025): MUFG Bank, Ltd., The Master Trust Bank 

of Japan, Ltd. (Trust Account), Custody Bank of Japan,Ltd. (Trust Account) and others. 

 

(2) Related Roles 
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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) 

 As of March 31, 2024 As of March 31, 2025 

Total assets 3,777,595 3,806,786 

Total debts 3,539,155 3,550,976 

Total capital 238,440 255,809 

 

(b) Summary of profits (losses) for the most recent two fiscal years 

(Unit：1 million yen) 

 
From April 1, 2023 

to March 31, 2024 

From April 1, 2024 

to March 31, 2025 

Operating revenue 184,782 190,978 

Ordinary income 33,060 25,765 

Net income 24,090 17,813 
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PART 4. 

DEFINITIONS 

"ABL Lender to the First Trust" means BNPP. 

 

"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 Assignment Amount" means the amount calculated by multiplying the Additional Cash 

Collateral Amount and 1.09. 

 

"Additional Auto Loan Receivables" means the Auto Loan Receivables to be entrusted to the 

Trustee of the First Trust in accordance with Article 3.1(b) of the First Trust Agreement during the 

Revolving Period. 

 

"Additional Cash Collateral Amount" means the amount calculated by multiplying 1.00 and the sum 

of (i) the average Principal Collections as of the Additional Entrustment Date (Down Grade Trigger) 

for twelve (12) months from and including the Monthly Period in which the Additional Entrustment 

Date (Down Grade Trigger) belongs, (ii) the average Profit Collections as of the Additional 

Entrustment Date (Down Grade Trigger) for twelve (12) months from and including the Monthly 

Period in which the Additional Entrustment Date (Down Grade Trigger) belongs and (iii) the product 

of the sum of the aggregate Outstanding Principal Balance of all outstanding Auto Loan Receivables 

on the immediately preceding Trust Calculation Date multiplied by fifteen percent (15%) multiplied 

by a fraction of one over twelve (1/12).  

 

"Additional Entrustment Cut-Off Date (Down Grade Trigger)" means the date on which the 

Trustor of the First Trust chooses the Auto Loan Receivables subject to the additional entrustment 

pursuant to Item (a) of Article 4-2 of the First Trust Agreement. The Additional Entrustment Cut-Off 

Date (Down Grade Trigger) will be determined by the Trustor of the First Trust and the Trustee of the 

First Trust for each additional entrustment. 

 

"Additional Entrustment Cut-Off Date (Revolving Period)" means each Reporting Date of the 

relevant Monthly Period within the Revolving Period preceding an Additional Entrustment Date 

(Revolving Period). 

 

"Additional Entrustment Date" means individually or collectively, the Additional Entrustment Date 

(Revolving Period) and the Additional Entrustment Date (Down Grade Trigger). 

 

"Additional Entrustment Date (Down Grade Trigger)" means the date on which the Trustor of the 

First Trust shall entrust the Auto Loan Receivables to the Trustee of the First Trust, and the Trustee of 

the First Trust shall undertake the entrustment of the Auto Loan Receivables, under the additional 

entrustment pursuant to Item (a) of Article 4-2 of the First Trust Agreement. The Additional 

Entrustment Date (Down Grade Trigger) will be determined by the Trustor of the First Trust and the 

Trustee of the First Trust for each additional entrustment. 

 

"Additional Entrustment Date (Revolving Period)" means the 5th Business Days after the 

Reporting Date within the Revolving Period on which the Additional Auto Loan Receivables are 

entrusted in accordance with Article 3.1(b) of the First Trust Agreement. 
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"Additional Senior Beneficial Interest" means each additional Senior Beneficial Interest created 

pursuant to each entrustment of Additional Auto Loan Receivables on an Additional Entrustment Date 

(Revolving Period) in accordance with Article 12.3 of the First Trust Agreement. 

 

"Agent of Trustee" means, with respect to Articles 3.10 and 3.11 of the First Trust Agreement, any 

agent designated by the Trustee of the First Trust. 

 

"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"); 

 

(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 five (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 
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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 with Anti-Social Forces by 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 1.28% 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. 

 

"Application of Additional Entrustment" means, with respect to the First Trust Agreement, an 

application by the Trustor of the First Trust for the entrustment of the Additional Auto Loan Receivables 

to the Trustee of the First Trust, substantially in the form as set forth in ANNEX F to the First Trust 

Agreement. 
 
"Approval of Entrustment" means, with respect to the Second Trust Agreement, approvals of 

entrustment of the Loan Receivables from the Trustee of the First Trust as borrower of the Asset 

Backed Loan to the First Trust, substantially in the form as set forth in ANNEX A to the Second Trust 

Agreement. 

 

"Asset Backed Loan Agreement to the First Trust" means, the asset backed loan agreement entered 

into on November 21, 2025 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 November 21, 2025 by and between each of the ABL Lenders to the 

Second Trust and the Trustee of the Second Trust (as amended), substantially in the form as set forth 

in ANNEX D to the Second Trust Agreement. 

 

"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 

Amount paid prior to the relevant date. 

 

"Asset Backed Loan Principal Payment Amount" means in respect of each First Trust Payment 

Date following the expiration of the Revolving Period, the amount equivalent to all the remaining 

amount in the Principal Ledger after the application of (i) the Items (a) to (f) of Article 18.2 of the 

First Trust Agreement or (ii) Items (a) to (e) of Article 18.4 of the First Trust Agreement. The Asset 

Backed Loan Principal Payment Amount shall not exceed the Asset Backed Loan Principal Balance. 

 

"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. 
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"Assignee" means any person who becomes an assignee pursuant to the terms of a Transaction 

Document. 

 

"Assignor" means any person who becomes an assignor pursuant to the terms of a Transaction 

Document. 

 

"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 

Auto Loan Receivables (including Collections, retained ownership of the Purchased Vehicles, rights 

against any joint guarantor if applicable, the Related Security, any and all rights, title, interests, and 

benefits of the Trustor of the First Trust incidental to such Auto Loan Receivables) to be submitted by 

the Trustor of the First Trust to the Trustee of the First Trust pursuant to Article 3 and Article 4-2 of 

the First Trust Agreement, including individually or collectively, the Initial Auto Loan Receivables, 

the Additional Auto Loan Receivables and any additional Auto Loan Receivables entrusted in 

accordance with Article 4-2 of the First Trust Agreement. 

 

"Available Distribution Amount" means individually or collectively, Available Distribution 

Principal Amount and Available Distribution Profit Amount. 

 

"Available Distribution Principal Amount" means, for each Trust Calculation Date, an amount 

equal to the sum of the following amounts: 

 

(a) the amount carried forward from the preceding Trust Calculation Date pursuant to Article 

18.2(g) of the First Trust Agreement;  

 

(b) the Principal Collections for the Monthly Period with respect to such Trust Calculation Date; 

 

(c) the amount equivalent to the Default Trap Amount; and 

 

(d) after the occurrence of any Early Amortization Event, the remaining amount after the payment 

and transfer pursuant to Item (a) to (g) of Article 18.3 of the First Trust Agreement from the 

Available Distribution Profit Amount. 

 

"Available Distribution Profit Amount" means, for each Trust Calculation Date, an amount equal to 

the sum of the following amounts: 

 

(a) the Profit Collections for the Monthly Period with respect to such Trust Calculation Date; 

 

(b) investment earnings from Eligible Investments; and 

 

(c) the amount equivalent to money in the Cash Collateral Ledger. 

 

"Balloon Payments" means in certain types of Auto Loan Agreements, the deferred instalment 

payments during the instalment 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. 
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"Beneficiary" means individually or collectively, the Senior Beneficiary and Subordinated 

Beneficiary. 

 

"BNPP" means BNP Paribas Securities (Japan) Limited, located at GranTokyo North Tower, 9-1, 

Marunouchi 1-chome, Chiyoda-ku, Tokyo. 

 

"Business Day" means any day other than a day on which banks in Japan are required or authorised to 

be closed. 

 

"Cash Collateral Amount" means 364,000,000 yen, which is entrusted as of the Cash Entrustment 

Date from the Trustor of the First Trust to the Trustee of the First Trust. 

 

"Cash Collateral Ledger" means the Cash Collateral Ledger of the same name established within the 

Trust Management Account under the First Trust Agreement. 

 

"Cash Collateral Ledger Target Balance" means the amount (X) required to be transferred to the 

Cash Collateral Ledger on each First Trust Payment Date, which is calculated in accordance with the 

following formula (amounts less than 1 million yen shall be rounded up): 

 

X=A×B÷12×4 + C×0.02%÷12×4 + C×0.65%÷12×4 + D + E×1,200 + F + G + H + I 

 

A: The total amount of the Asset Backed Loan Principal Balance prior to calculation on each Trust 

Calculation Date 

B: Applicable Interest Rate 

C: The total amount of the Outstanding Principal Balance of all outstanding Auto Loan Receivables 

as of the first day of the relevant Trust Calculation Period 

D: 1.2 million yen 

E: Number of the Auto Loan Receivables that exist at the time when operations commence on the 

first day of the relevant Monthly Period with respect to each Trust Calculation Period 

F: 2 million yen 

G: The amount of consumption taxes on the respective amounts calculated by C×0.02%÷12×4, 

C×0.65%÷12×4, D, E×1,200 and F 

H: 5 million yen 

I: The Additional Cash Collateral Amount which has been entrusted pursuant to Article 4-2 of the 

First Trust Agreement, if any 

 

"Cash Entrustment Date" means November 26, 2025, which shall be the date when the Trustor of 

the First Trust entrusts the Cash Collateral Amount to the Trustee of the First Trust. 

 

"Certificate of Beneficial Interest" means a certificate to be issued by a trustee to a beneficiary 

evidencing the Beneficial Interests under the trust agreement (Juekiken Shosho), which is not a 

certificate of beneficial interest as provided in Article 185 of the Trust Act. 

 

"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 on any Trust Calculation Date, the Asset Backed Loan Principal 

Balance is expected to be less than ten percent (10%) of the principal amount of the Senior Beneficial 
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Interests as of the Trust Commencement Date after the distribution pursuant to Article 18.2 and Article 

18.4 of the First Trust Agreement on the immediately following First Trust Payment Date. 

 

"Clean-up Call Repurchase Price" means an amount equal to the aggregate amount of the 

Outstanding 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. 

 

"Collections Account" means a bank account opened with a Qualified Bank under the Second Trust 

Agreement, which the Trustee of the Second Trust shall 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 money collected during a Monthly Period with respect to the Auto Loan 

Receivables, including the Principal Collections and Profit Collections. In addition, if the Trustor of 

the First Trust incurs obligation to pay the Guarantee Fee against the Guarantor, the amount before 

deduction of such Guarantee Fee. For the avoidance of doubt, if an Obligor makes any prepayment or 

a Sub-Servicer makes any payment as a result of its performance of obligation for the relevant Auto 

Loan Receivables, the amount of Collections with respect to such Auto Loan Receivables shall be 

deemed as the amount equivalent to the aggregate amount of the Outstanding Principal Balance and 

the accrued interest corresponding to the Monthly Period in which the Servicer collects such 

prepayments or payments either from the Obligor or the Sub-Servicer. 

 

"Compensation Amount" means, with respect to certain types of Auto Loan Agreements, where an 

Obligor has exercised the Refinance Option or the Selling Option, an amount equivalent to the amount 

payable by the Obligor as the final instalment payment for such Auto Loan Agreement. 

 

"Concentration Limitations" means the limitations that the Auto Loan Receivables shall comply 

with during the Revolving Period as set forth below: 

(a) the Outstanding Principal Balance of the Auto Loan Receivables related to the used car 

vehicles must not exceed 30% of the aggregate Outstanding Principal Balance of all 

outstanding Auto Loan Receivables; 

(b) the Outstanding Principal Balance of the Auto Loan Receivables related to corporate 

customers must not exceed 60% of the aggregate Outstanding Principal Balance of all 

outstanding Auto Loan Receivables; or 

(c) the aggregate balance of total Balloon Payments must not exceed 70% of the aggregate 

Outstanding Principal Balance of all outstanding Auto Loan Receivables.  

 

"Concurrent Business Act" means the Act Concerning Concurrent Business, etc. of Trust Business 

by Financial Institutions (Law No. 43 of 1943, as amended). 

 

"Consignment Agreement" means individually or collectively, (i) the Business Consignment 

Agreement relating to Auto Loan Business dated December 10, 2020 between MBF and JACCS and 

(ii) the Business Consignment Agreement relating to Auto Loan Business dated December 10, 2020 

between MBF and Orico. 

 

"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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“Cumulative Default Ratio” means, for each Trust Calculation Date, a ratio calculated by dividing 

the cumulative amount of the Defaulted Auto Loan Receivables from the Initial Cut-off Date to the 

last date of the Monthly Period in relation to the relevant Trust Calculation Date by sum of (i) the 

aggregate amount of the Outstanding Principal Balance of the Initial Auto Loan Receivables as of the 

Trust Commencement Date, (ii) the aggregate amount of the Outstanding Principal Balance of the 

Additional Auto Loan Receivables as of the Additional Entrustment Date (Revolving Period) on 

which relevant Additional Auto Loan Receivables are entrusted and (iii) the Additional Assignment 

Amount (if the Trustor of the First Trust entrusts the Auto Loan Receivables pursuant to Article 4-2 of 

the First Trust Agreement), which shall be rounded off to four decimal places. 

 

"Cut-off Date" means individually or collectively, the Initial Cut-off Date, the Additional Entrustment 

Cut-Off Date (Revolving Period) and the Additional Entrustment Cut-Off Date (Down Grade Trigger). 

 

"Dealer" means a dealer authorised by MBF. 

 

"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 Auto Loan Receivables” means the Auto Loan Receivables which fall under the criteria 

below as of the Reporting Date, except for those Auto Loan Receivables for which payment has been 

made in full or in part by the Guarantor in the Monthly Period immediately preceding the Reporting 

Date: 

 

(a) the Obligor has been in arrears for more than three (3) consecutive months; or 

 

(b) MBF has declared a default in accordance with its credit policy. 

 

"Defaulted Obligations" has the meaning assigned to it in Article 1.2 of the Asset Backed Loan 

Agreement to the First Trust and the Asset Backed Loan Agreements to the Second Trust, as 

applicable. 

 
"Default Trap Amount" means the aggregate amount of the Uncollectable Auto Loan Receivables 

stated in the Monthly Report as of each Trust Calculation Date. 

 

"Deferred Amount" means, if and only if the main body of Article 6.2 of the Servicing Agreement is 

applicable, for each Remittance Date and First Trust Payment Date during the Revolving Period, the 

amount of Principal Collections equal to the lower of (a) the principal of the Additional Senior 

Beneficial Interest to be created on the Additional Entrustment Date (Revolving Period) immediately 

following such Remittance Date in accordance with Article 12.3 of the First Trust Agreement, or (b) 

the amount of the Principal Collections during the Monthly Period immediately preceding such 

Remittance Date. 

 

"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. 

 

"Down Grade Trigger" means the occurrence of any of the following: 

 

(a) Mercedes-Benz Group AG is rated below Baa2 by Moody’s or its related companies; or 

 

(b) Mercedes-Benz Group AG owns, directly or indirectly, less than 75% of the issued voting 

stocks of the Trustor. 
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"Drawdown Date" means November 26, 2025, which date shall be the date on which the Asset 

Backed Loan to the First Trust is to be made. 

 

"Drawdown Date to the Second Trust" means November 26, 2025, which date shall 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 Servicer Replacement Event; 

 

(b) a Sub-Servicer Replacement Event;  

 

(c) a Tax Event; 

 

(d) the Trustor of the First Trust does not fulfil its obligation to repurchase the Auto Loan 

Receivables under the First Trust Agreement; 

 

(e) the balance of the Cash Collateral Ledger is less than the Cash Collateral Ledger Target 

Balance;  

 

(f) the Cumulative Default Ratio exceeds 3% as of any Trust Calculation Date; 

 

(g) the Overcollateralization Ratio is below 4% as of any Trust Calculation Date; or 

 

(h) during the Revolving Period, the amount of the cash remaining unused in the Trust 

Management Account, after the application of Article 18.2 of the First Trust Agreement, 

exceeds 20% of the aggregate Outstanding Principal Balance of all outstanding Auto Loan 

Receivables for 3 consecutive Trust Calculation Dates. 

 

"Eligibility Criteria" means the conditions which have to be satisfied by the Auto Loan Receivables 

on the Cut-off Date on which the relevant Auto Loan Receivables are chosen, as set out in ANNEX C 

to the First Trust Agreement. 

 

"Eligible Investments" means investments in:  

 

(a) securities which are rated at least with a short-term rating of P-1 by Moody's or its related 

companies; 

(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 Enforcement 

Order relating to the Concurrent Business Act 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 shall be made only on the condition that (i) it must be denominated and payable in 

yen, (ii) in the case of investments in securities, it shall mature no later than the next following First 

Trust Payment Date, (iii) in the case of a bank account deposit, the Trustee of the First Trust is able to 

withdraw any amounts in such bank account 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 

account 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 Order relating to the Concurrent Business Act" means the Enforcement Order 

relating to the Act Concerning Concurrent Business, etc. of the Trust Business of Financial Institutions 

(Government Order No. 31 of 1993, as amended). 

 

"Enforcement Regulation relating to the Concurrent Business Act" means the enforcement 

regulation relating to the Act Concerning Concurrent Business, etc. of the Trust Business of Financial 

Institutions (Ministry of Finance Ordinance No. 16 of 1982, as amended). 

 

"Exemption Event" has the meaning assigned to it in Article 1.2 of the Asset Backed Loan 

Agreement to the First Trust and the Asset Backed Loan Agreements to the Second Trust, as 

applicable. 

 

"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 443,263 yen (excluding consumption tax) for the initial Trust 

Calculation Period and thereafter equal to the product of the sum of the aggregate Outstanding 

Principal Balance of all outstanding Auto Loan Receivables as of the first day of the relevant Trust 

Calculation Period multiplied by 1 basis point per annum (0.01% p.a.) multiplied by a fraction of one 

over twelve (1/12), subject to a minimum aggregate payment of 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 443,263 yen (excluding consumption tax) for the 

initial Trust Calculation Period and thereafter equal to the product of the sum of the aggregate 

Outstanding Principal Balance of all outstanding Auto Loan Receivables as of the first day of the 

relevant Trust Calculation Period multiplied by 1 basis point per annum (0.01% p.a.) multiplied by a 

fraction of one over twelve (1/12), subject to a minimum aggregate payment of 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 November 21, 2025, by and between the Trustor of the First Trust and the 

Trustee of the First Trust (Fund Code: 071545025110) (as amended). 

 

"First Trust Final Maturity Date" means the First Trust Payment Date falling in May 2034. 

 

"First Trust Payment Date" means the date which is one (1) Business Day prior to each Second 

Trust Payment Date. The initial First Trust Payment date will be December 26, 2025. 

 

"Guarantee Agreement" means the guarantee agreement between MBF and the Guarantor with 

respect to the Consignment Agreement. 

 

"Guarantee Fee" means fees to be paid to the Guarantor pursuant to the Guarantee Agreement. 

 

"Guarantor" means JACCS or Orico 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 or the Trustee of the Second Trust, if the 

Trustee of the First Trust 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 
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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 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 to be entrusted to the Trustee of 

the First Trust in accordance with Article 3.1(a) of the First Trust Agreement. 

 

"Initial Cut-off Date" means October 31, 2025. 

 

"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 Trust Beneficiary of the Second Trust” means BNPP. 

 

“Initial Senior TBI Principal Amount” means the amount stipulated in Article 12.2 of the First Trust 

Agreement. 

 

“Initial Subordinated TBI Principal Amount” means the amount stipulated in 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) it being subject to suspension of transactions imposed by the electronic clearing house (denshi-

kokan jo) or densai.net Co., Ltd. or any similar action imposed by any other electronic 
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monetary claim recording institutions; 

 

(i) any event analogous to or of a similar effect to the events described above occurring under 

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. 

 

"Instalment Sales Act" means the Instalment 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: (i) the first or last Interest Calculation Period is longer than one calendar month, such Interest 

Calculation Period shall be deemed to be a period of 30 days plus the number of calendar days in 

excess of such calendar month; and (ii) the first or last Interest Calculation Period is shorter than one 

calendar month, such Interest Calculation Period shall be deemed to be a period of 30 days minus the 

number of calendar days short of such calendar month. 

 

"Interested Party" means a person defined in Item 1, Paragraph 2, Article 29 of the Trust Business 

Act and Paragraph 1, Article 9 of the Enforcement Order relating to the Concurrent Business Act. 

 

"Internal Management and Control" has the meaning assigned to it in Article 3(d) of the Servicing 

Agreement. 

 

"JACCS" means JACCS Co., Ltd., located at 1-18, Ebisu 4 chome, Shibuya-ku, Tokyo. 

 

"Lender’s Account" has the meaning assigned to it in Article 1.2 of the Asset Backed Loan 

Agreements to the Second Trust. 

 

"Lending Obligation" has the meaning assigned to it in Article 1.2 of the Asset Backed Loan 

Agreement to the First Trust and the Asset Backed Loan Agreements to the Second Trust, as 

applicable. 

 

"Loan" has the meaning assigned to it in Article 1.2 of the Asset Backed Loan Agreement to the First 

Trust. 

 

"Loan Amount" means individually or collectively, the loan amount stipulated in the Asset Backed 

Loan Agreement to the First Trust and the Asset Backed Loan Agreement to the Second Trust. 

 

"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). 

 

"Loan Receivables to the Second Trust" has the meaning assigned to it in Article 1.2 of the Asset 

Backed Loan Agreements to the Second Trust. 

 

"Loan to the Second Trust" has the meaning assigned to it in Article 1.2 of the Asset Backed Loan 

Agreements to the Second 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 
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Balance of the Beneficial Interests of the Second Trust and (b) the aggregate Principal Balance of the 

Asset Backed Loans to the Second Trust. 

 

"MBF" means Mercedes-Benz Finance Co., Ltd., located at World Business Garden, Marive West 8F, 

6-1, Nakase 2-chome, Mihama-ku, Chiba-city, Chiba. 

 

"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 date immediately following 

the end of preceding Monthly Period and ending on (and including) the 27th day of the following 

calendar month (in the case where such day is not the Business Day, the immediately following 

Business Day) for the duration of the Trust Period.  The initial Monthly Period shall commence on the 

Trust Commencement Date and end on November 27, 2025 and the second Monthly Period shall 

commence on November 28, 2025 and end on December 29, 2025. 

 

"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. 

 

"Notice on Capital Adequacy Ratio" means both separately and together, (i) Criteria for a Bank to 

Determine Whether the Adequacy of its Equity Capital is Appropriate in Light of the Circumstances 

such as the Assets Held by it under the Provision of Article 14-2 of the Banking Act (Financial 

Services Agency Notice No. 19 of 2006, as amended) (ii) Criteria for a Bank Holding Company to 

Determine Whether the Adequacy of its Equity Capital is Appropriate in Light of the Circumstances 

such as the Assets Held by itself and its Subsidiary Corporation under the Provision of Article 52-25 

of the Banking Act (Financial Services Agency Notice No. 20 of 2006, as amended), (iii) Criteria for a 

Shinkin Bank and Shinkin Bank Association to Determine Whether the Adequacy of its Equity Capital 

is Appropriate in Light of the Circumstances such as the Assets Held by it under the Provisions of 

Article 14-2 of the Banking Act as applied mutatis mutandis pursuant to Article 89, Paragraph 1 of the 

Shinkin Bank Act (Financial Services Agency Notice No. 21 of 2006, as amended), (iv) Criteria for a 

Credit Cooperative and Federation of Credit Cooperatives to Determine Whether the Adequacy of its 

Equity Capital is Appropriate in Light of the Circumstances such as the Assets Held by it under the 

Provisions of Article 14-2 of the Banking Act as applied mutatis mutandis pursuant to Article 6, 

Paragraph 1 of the Law Concerning Financial Services by Cooperative Unions (Financial Services 

Agency Notice No. 22 of 2006, as amended), (v) Criteria for a Ultimate Designated Parent Company 

and its Subsidiary Corporations, etc. to Determine Whether the Adequacy of its Equity Capital is 

Appropriate in Light of the Circumstances such as the Assets Held by them (Financial Services 

Agency Notice No. 130 of 2010, as amended), (vi) Criteria for a Labour Bank and Federation of 

Labour Banks to Determine Whether the Adequacy of its Equity Capital is Appropriate in Light of the 

Circumstances such as the Assets Held by it under the Provisions of Article 14-2 of the Banking Act 

as applied mutatis mutandis pursuant to Article 94, Paragraph 1 of the Labor Banks Act (Financial 

Services Agency and Ministry of Health, Labour and Welfare Notice No. 7 of 2006, as amended), (vii) 

Criteria for an Agricultural Cooperatives, etc. to Determine the Soundness of its Management 

(Financial Services Agency and Ministry of Agriculture, Forestry and Fisheries Notice No. 2 of 2006, 

as amended), (viii) Criteria for a Fishery Cooperatives, etc. to Determine the Soundness of its 

Management (Financial Services Agency and Ministry of Agriculture, Forestry and Fisheries Notice 

No. 3 of 2006, as amended), (ix) Criteria for Norinchukin Bank to Determine the Soundness of its 

Management (Financial Services Agency and Ministry of Agriculture, Forestry and Fisheries Notice 

No. 4 of 2006, as amended), and (x) Criteria for The Shoko Chukin Bank, Ltd. to Determine the 

Soundness of its Management under the Provision of Article 23, Paragraph 1 of the Shoko Chukin 

Bank Limited Act (Financial Services Agency, Ministry of Finance and Ministry of Economy, Trade 

and Industry No. 2 of 2008, as amended). 
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"Obligors" means the obligors and guarantors (excluding any Guarantor) under the Auto Loan 

Agreements.  

 

"Ordinary Loan" means a type of Auto Loan Agreement with regular instalment payments and 

without Balloon Payments, and which is not a Refinance Loan. 

 

"Orico" means Orient Corporation., located at 2-1, Koujimachi 5 chome, Chiyoda-ku, Tokyo. 

 

“Outstanding Principal Balance” means the principal balance of the Auto Loan Receivables as of 

the relevant date. 

 

"Overcollateralization Ratio" means the ratio of one minus the fraction of (a) the Asset Backed Loan 

Principal Balance as of the relevant Trust Calculation Date as numerator, and (b) the aggregate 

Outstanding Principal Balance of all outstanding Auto Loan Receivables as of such relevant Trust 

Calculation Date as denominator. 

 

"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). 

 

"Personal Information" has the meaning assigned to it in Article 2, Paragraph 1 of the Protection of 

Personal Information Act. 

 

"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 

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. 

 

"Principal Collections" means the Collections set forth below: 

 

(a) all principal payments received by the Servicer in respect of the Auto Loan Receivables after 

the Cut-off Date on which relevant Auto Loan Receivables are chosen, including all 

payments of previously unpaid instalments, all prepayments, delinquent penalties (as far as 

the Servicer is concerned) paid by the Obligor, and payments from the Guarantor, excluding 

the adjustment amount which was paid by the Obligor to the Servicer in the case where the 

Obligor exercised the Selling Option in relation to such Auto Loan Receivables; 

 

(b) any Compensation Amount paid by the Trustor of the First Trust to the Trustee of the First 

Trust as compensation in relation to the relevant Auto Loan Receivables in respect of which 

the relevant Obligor has exercised the Refinance Option or the Selling Option; 

 

(c) all proceeds from the enforcement of any Related Security, or disposal of any Purchased 

Vehicle; and 

 

(d) 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. 

 

"Principal Collections Ledger" means the principal collections ledger of the same name established 

within the Collections Account under the Second Trust Agreement. 
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"Principal Ledger" means the principal ledger of the same name established within the Trust 

Management Account under the First Trust Agreement. 

 

"Profit Collections" means the collections other than Principal Collection of the Collections. 

 

"Profit Collections Ledger" means the profit collections ledger of the same name established within 

the Collections Account under the Second Trust Agreement. 

 

"Profit Ledger" means the profit ledger of the same name established within the Trust Management 

Account under the First Trust Agreement. 

 

"Protection of Personal Information Act" means the Act on the Protection of Personal Information 

of Japan (Law No. 57 of 2003, as amended). 

 

"Purchased Vehicle" means a vehicle to which an Auto Loan Receivable relates. 

 

"Qualified Bank" means any of the following: 

 

(a) a Japanese financial institution with a short-term credit rating of at least P-1 by Moody’s or 

its related companies; or 

 

(b) a Japanese bank which the Rating Agency considers appropriate. 

 

If the bank at which the Trust Management Account and the Collections Account are held no longer 

satisfy the criterion of a Qualified Bank, another Trust Management Account and Collections Account 

will be opened with another Qualified Bank within sixty (60) calendar days. 

 

"Rating Agency" means Moody’s. 

 

"Rating Fees" means the fees owing to the Rating Agency, which exclude the initial fees paid by 

MBF. 

 

"Refinance Loan" means a type of Auto Loan Agreement with regular instalment payments and 

without Balloon Payments, which is entered into in the case where the Obligor exercised the option to 

refinance the final instalment due as a lump sum under certain types of Auto Loan Agreements. 

 

"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 shall 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 shall be December 10, 2025 and thereafter, the Remittance Date shall be every 

tenth (10th) of the month during the Trust Period (in the case where such day is not the Business Day, 

the immediately following Business Day). 
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"Reporting Date" means the date on which the Servicer shall report the status of Collections from the 

Obligors during the relevant Monthly Period in accordance with the Servicing Agreement.  The first 

Reporting Date shall be December 5, 2025 and thereafter the Reporting Date shall be every fifth (5th) 

of the month during the Trust Period (in the case where such day is not the Business Day, the 

immediately following Business Day). 

 

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

Approval Thereof" means, with respect to the Asset Backed Loan Agreement to the Second Trust, 

the request for approval of assignment of the Asset Backed Loan to the Second Trust and approval 

thereof, jointly submitted by the Assignor and Assignee, substantially in the form as set forth in 

ANNEX A to the Asset Backed Loan Agreement to the Second Trust. 

 

"Request for Approval of Assignment of the Beneficial Interest of the Second Trust and 

Approval Thereof" means, with respect to the Second Trust Agreement, the request for approval of 

assignment of the Beneficial Interest of the Second Trust and approval thereof, jointly submitted by 

the Assignor and Assignee, substantially in the form as set forth in ANNEX B to the Second Trust 

Agreement. 

 

"Revolving Period" means the period commencing on (and including) the Trust Commencement 

Date, and ending on (but excluding) the earlier of (a) December 1, 2026 or (b) the occurrence of an 

Early Amortization Event. 

 

"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 November 21, 2025, by and between the Trustor of the Second Trust and the 

Trustee of the Second Trust (Fund Code: 040821025110) (as amended). 

 

"Second Trust Final Maturity Date" means the Second Trust Payment Date falling in May 2034.  

 

"Second Trust Payment Date" means December 29, 2025 and the 28th day of each month thereafter, 

provided, where such day is not a Business Day, the immediately following Business Day. 

 

"Selling Option" means with respect to certain types of Auto Loan Agreements, the Obligor’s option 

to pay the final instalment due as a lump sum under such Auto Loan Agreements whereby the Obligor 

shall sell the Purchased Vehicle to the Dealer and pay the adjustment amount (if any). 

 

"Senior Beneficial Interests" means individually or collectively, the Initial Senior Beneficial Interests 

and the Additional Senior Beneficial Interests. 

 

"Senior Beneficiary" means the holders of the Senior Beneficial Interests. 

 

"Servicer" means MBF, unless the engagement of MBF as servicer is terminated, in which case 

Servicer shall mean the Successor Servicer, if any. 

 

"Servicer Replacement Event" means any of the following: 

 

(a) occurrence of 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 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; 
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(c) any failure by the Servicer to duly observe or perform in any material respect any of its other 

covenants or agreements under the Servicing Agreement or the other Transaction 

Documents to which it is a party 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 in any material respect by the Servicer under the Servicing Agreement 

and the other Transaction Documents to which it is a party, and such misrepresentation shall 

remain unremedied for thirty (30) calendar days; 

 

(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 void, voidable or otherwise unenforceable; or 

 

(g) the Trustee of the First Trust finds material matters which makes 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; 

 

"Servicing Activities" means with respect to the First Trust Agreement and the Servicing Agreement, 

any of the following, which is limited to the extent permitted under Applicable Laws: 

 

(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 the Rating Agency 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 November 21, 2025, 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 Business License" means the business license to be granted by the Minister of Justice to a 

kabushiki kaisha in accordance with the Servicing Business Act concerning the administration and the 

collection of debts. 

 

"Servicing Company" means a kabushiki kaisha with a Servicing Business License. 

 

"Servicing Fees" means the Servicer's fees for performing the Servicing Activities. 
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"Servicing Procedures" means, with respect to the Servicing Agreement, the standard procedures of 

the Servicer in effect from time to time. 

 

"Subordinated Beneficial Interest" means the Subordinated Beneficial Interest created by 

entrustment of the Auto Loan Receivables on the Trust Commencement Date in accordance with 

Article 12.2 of the First Trust Agreement 

 

"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 Outstanding Principal Balance of all Auto Loan Receivables outstanding, the amount in 

the Principal Ledger which is carried over from the immediately preceding First Trust Payment Date 

and the amount in the Cash Collateral Ledger minus the Asset Backed Loan Principal Balance on the 

immediately preceding Trust Calculation Date (after the payments and transfers pursuant to Article 18 

of the First Trust Agreement), 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 Orico. 

 

"Sub-Servicer Replacement Event" means, in relation to either Sub-Servicer, the occurrence of an 

Insolvency Event or any breach of that Sub-Servicer’s obligations under the Sub-Servicing 

Agreement. 

 

"Sub-Servicing Agreement" means individually or collectively, (i) the Supplement to Business 

Operations Consignment Agreement dated November 21, 2025 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, Orico as a Sub-Servicer and the Trustee of the First Trust. 

 

"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. 

 

"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. 

 

"Trust" means individually or collectively, the First Trust and the Second Trust. 
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"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 

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 BNPP and an investor. 

 

"Trust Beneficiary" means a holder of any Beneficial Interest of the First Trust or of the Second 

Trust, including the Subordinated Beneficiary. 

 

"Trust Business Act" means the Trust Business Act of Japan (Law No. 154 of 2004, as amended), 

including the cases where this act is applied mutatis mutandis pursuant to the Concurrent Business 

Act. 

 

"Trust Calculation Date" means the date which is two (2) Business Day prior to each Second Trust 

Payment Date. The first Trust Calculation Date shall be December 25, 2025. 

 

"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 shall 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 December 25, 

2025, 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 December 25, 2025. 

 

"Trust Commencement Date" means November 21, 2025, which date shall be the date when the 

Trustor of the First Trust entrusts the Auto Loan Receivables to the Trustee of the First Trust. 

 

"Trust Commencement Date of the Second Trust" means November 26, 2025, which date shall 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 shall 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 money 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, the Guarantee Fee (in the case where the Trustee 

of the First Trust incurs the obligation to pay it), the costs relating to the Sub-Servicer such as the costs 

which is necessary to establish a system to manage the Auto Loan Receivables, etc., 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, the Fees for the Trustee of the Second Trust, the Servicing Fee, and damage or liability arising 
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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 shall not be included. 

 

"Trust Management Account" means a bank account opened with a Qualified Bank under the First 

Trust Agreement, which the Trustee of the First Trust shall establish (on or before the Trust 

Commencement Date) in its name for the purpose of holding all Collections 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. 

 

"Trust Termination Date of the First Trust" means the date on which the First Trust Agreement is 

terminated pursuant to Article 20.2 of the First Trust Agreement. 

 

"Trust Termination Date of the Second Trust" means the date on which the Second Trust 

Agreement is terminated pursuant to Article 15.2 of the Second Trust Agreement. 

 

"Trust Termination Event of the First Trust" means, with respect to the First Trust Agreement, 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 the terms 

thereof; 

 

(d) the Trustor of the First Trust repurchases all outstanding Auto Loan Receivables in 

accordance with the terms of the First Trust Agreement; 

 

(e) the Trustee of the First Trust sends a written notice of 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; and 

 

(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 the Trustor of the First Trust admits such difficulty, and any court order or 

administrative order to terminate the First Trust; and 

 

(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 
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disasters and other so-called force majeure events, and the Trustor of the First Trust 

admits such difficulty. 

 

(f) the outstanding amount of the Auto Loan Receivables excluding the Uncollectable Auto 

Loan Receivables has become zero. 

 

"Trust Termination Event of the Second Trust" means, with respect to the Second Trust 

Agreement, 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 reasonably 

request 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 terms 

thereof; 

 

(d) the Trustee of the Second Trust sends a written notice of termination of the Second Trust 

Agreement to the Beneficiaries of the Second Trust, the ABL Lenders to the Second Trust 

and the Rating Agency, informing of 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 the Trustor of the First Trust admits such difficulty, 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, and the Trustor of the First 

Trust admits such difficulty. 

 

"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 Agency’s 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. 
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"Trustee of the First Trust Dismissal Event" means, with respect to the First Trust Agreement, any 

of the following events: 

 

(a) the Trustee of the First Trust fails to perform its payment obligation 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 (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 notifying such failure; 

 

(c) any representations and warranties made by the Trustee of the First Trust under Article 5.4 

of the First Trust Agreement are false or incorrect in any material respect with reference to 

the facts as of the Trust Commencement Date; 

 

(d) the occurrence of an Insolvency Event with respect to the Trustee of the First Trust; or 

 

(e) any 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. 

 

"Trustee of the Second Trust" means the trustee in respect of the Second Trust Agreement. 

 

"Trustee of the Second Trust Dismissal Event" means, with respect to the Second Trust Agreement, 

any of the following events: 

 

(a) the Trustee of the Second Trust fails to perform its payment obligation 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 amount in the Collections Account is insufficient to 

perform its payment obligations; 

 

(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 (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 the ABL Lenders notifying such failure; 

 

(c) any representations and warranties made by the Trustee of the Second Trust under Article 

4.2 of 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) the occurrence of an Insolvency Event with respect to the Trustee of the Second Trust; or 

 

(e) any 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. 

 

"Trustor" means (i) with respect to the First Trust Agreement, MBF and (ii) with respect to the 

Second Trust Agreement, BNPP. 

 

"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. 
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"Uncollectable Auto Loan Receivables" means the Auto Loan Receivables which fall under the 

criteria below as of the Reporting Date and the due amount of which the Guarantor has not paid in full 

during the Monthly Period immediately preceding the Reporting Date: 

 

(a) the Obligor has been in arrears for more than three (3) consecutive months; or 

 

(b) the Servicer has declared a default in accordance with its credit policy. 

 

"Welcome Plan" means a type of Auto Loan Agreement with regular instalment payments and 

Balloon Payments, which provides Obligors with the following options with respect to the final 

instalment amount: (i) settling the final instalment amount, (ii) the Selling Option, or (iii) the 

Refinance Option. 
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Composition of the Auto Loan Receivables 

 

The following statistical information is given in relation to a pool of Auto Loan Receivables as of the 

Initial Cut-off Date. 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. 

 

1. Distribution by Sub-Servicer 

Sub-Servicer 
Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

JACCS  3,950  48.16%  27,883,933,742  52.42% 

Orico  4,252  51.84%  25,307,628,448  47.58% 

Total  8,202  100.00%  53,191,562,190  100.00% 

 

 

2. Distribution by Vehicle Make 

Vehicle Make 
Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

Mercedes Benz 8,193 99.89% 53,184,012,088 99.99% 

Smart 9 0.11% 7,550,102 0.01% 

Total  8,202  100.00%  53,191,562,190  100.00% 

 

 

3. Distribution by New/Used 

New or Used 
Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

New 6,062 73.91% 44,414,788,842 83.50% 

Used 2,140 26.09% 8,776,773,348 16.50% 

Total  8,202  100.00%  53,191,562,190  100.00% 

 

 

4. Distribution by Vehicle Make New or Used 

Vehicle Make 

New or Used 

Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

Mercedes Benz – New 6,062 73.91% 44,414,788,842 83.50% 

Mercedes Benz – Used 2,131 25.98% 8,769,223,246 16.49% 

Smart – New 0 0.00% 0 0.00% 

Smart – Used 9 0.11% 7,550,102 0.01% 

Total  8,202  100.00%  53,191,562,190  100.00% 
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5. Geographic Distribution by Prefecture   

Prefecture 
Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

Tokyo  1,834  22.36%  12,601,015,096  23.69% 

Osaka  907  11.06%  6,771,760,946  12.73% 

Kanagawa  835  10.18%  5,228,790,453  9.83% 

Aichi  624  7.61%  3,768,937,274  7.09% 

Fukuoka  354  4.32%  2,744,455,429  5.16% 

Chiba  440  5.36%  2,608,484,218  4.90% 

Hyogo  421  5.13%  2,481,606,031  4.67% 

Saitama  407  4.96%  2,418,340,121  4.55% 

Kyoto  228  2.78%  1,498,421,194  2.82% 

Shizuoka  216  2.63%  1,139,428,189  2.14% 

Others   1,936  23.60%  11,930,323,239  22.43% 

Total  8,202  100.00%  53,191,562,190  100.00% 

 

 

6. Distribution by Customer Type 

Customer Type 
Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

Corporate 2,994 36.50% 27,190,797,143 51.12% 

Individual 5,208 63.50% 26,000,765,047 48.88% 

Total  8,202  100.00%  53,191,562,190  100.00% 

 

 

7. Distribution by Original Term 

Original Term 

(months) 

Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

<= 0 0 0.00% 0 0.00% 

> 0 and <= 6 17 0.21% 34,134,577 0.06% 

> 6 and <= 12 33 0.40% 39,721,943 0.07% 

> 12 and <= 24 337 4.11% 376,845,038 0.71% 

> 24 and <= 36 365 4.45% 1,068,218,926 2.01% 

> 36 and <= 48 2,104 25.65% 13,168,466,294 24.76% 

> 48 and <= 60 298 3.63% 1,538,609,450 2.89% 

> 60 and <= 72 4,974 60.64% 36,407,182,693 68.45% 

> 72 and <= 84 74 0.90% 558,383,269 1.05% 

> 84 0 0.00% 0 0.00% 

Total  8,202  100.00%  53,191,562,190  100.00% 
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8. Distribution by Remaining Term 

Remaining Term 

(months) 

Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

0 < x <= 6 509 6.21% 827,232,970 1.56% 

6 < x <= 12 558 6.80% 1,387,590,246 2.61% 

12 < x <= 24 1,161 14.16% 5,279,561,905 9.93% 

24 < x <= 36 2,186 26.65% 13,981,134,084 26.28% 

36 < x <= 48 1,227 14.96% 9,022,925,676 16.96% 

48 < x <= 60 2,491 30.37% 22,098,106,758 41.54% 

60 < x 70 0.85% 595,010,551 1.12% 

Total  8,202  100.00%  53,191,562,190  100.00% 

 

 

9. Distribution by Original Principal Balance 

Original Principal 

Balance (JPY) 

Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

0 or less 0 0.00% 0 0.00% 

1 -  2,500,000 1,030 12.56% 1,133,745,446 2.13% 

2,500,0001 -  5,000,000 2,161 26.35% 6,576,123,515 12.36% 

5,000,0001 -  7,500,000 2,023 24.66% 10,398,326,197 19.55% 

7,500,0001 -  10,000,000 1,194 14.56% 8,755,186,686 16.46% 

10,000,0001 -  12,500,000 574 7.00% 5,453,736,981 10.25% 

12,500,0001 -  15,000,000 350 4.27% 4,067,575,365 7.65% 

15,000,0001 -  20,000,000 424 5.17% 6,523,784,082 12.26% 

20,000,0001 -  25,000,000 262 3.19% 5,362,344,931 10.08% 

25,000,0001 -  30,000,000 108 1.32% 2,682,167,375 5.04% 

more than 30,000,0000 76 0.93% 2,238,571,612 4.21% 

Total  8,202  100.00%  53,191,562,190  100.00% 

 

 
10. Distribution by Current Principal Balance 

Current Principal 

Balance (JPY) 

Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

0 or less 0 0.00% 0 0.00% 

1 -  2,500,000 1,738 21.19% 2,374,124,526 4.46% 

2,500,0001 -  5,000,000 2,398 29.24% 9,035,488,933 16.99% 

5,000,0001 -  7,500,000 1,740 21.21% 10,685,318,670 20.09% 

7,500,0001 -  10,000,000 921 11.23% 7,912,377,568 14.88% 

10,000,0001 -  12,500,000 466 5.68% 5,202,763,841 9.78% 

12,500,0001 -  15,000,000 239 2.91% 3,267,659,057 6.14% 

15,000,0001 -  20,000,000 338 4.12% 5,866,645,929 11.03% 

20,000,0001 -  25,000,000 229 2.79% 5,034,834,418 9.47% 

25,000,0001 -  30,000,000 91 1.11% 2,470,575,842 4.64% 

more than 30,000,0000 42 0.51% 1,341,773,406 2.52% 

Total  8,202  100.00%  53,191,562,190  100.00% 
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11. Distribution by Customer Interest Rate 

Customer Interest Rate 
Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

x <= 1.00 % 19 0.23% 125,453,462 0.24% 

1.00 % < x <= 1.50 % 0 0.00% 0 0.00% 

1.50 % < x <= 2.00 % 315 3.84% 1,220,355,941 2.29% 

2.00 % < x <= 2.50 % 1,197 14.59% 5,403,822,836 10.16% 

2.50 % < x <= 3.00 % 3,188 38.87% 14,610,828,548 27.47% 

3.00 % < x <= 3.50 % 1,022 12.46% 7,416,112,732 13.94% 

3.50 % < x <= 4.00 % 2,042 24.90% 20,516,606,893 38.57% 

4.00 % < x <= 4.50 % 419 5.11% 3,898,381,778 7.33% 

4.50 % < x <= 5.00 % 0 0.00% 0 0.00% 

5.00 % < x <= 5.50 % 0 0.00% 0 0.00% 

5.50 % < x <= 6.00 % 0 0.00% 0 0.00% 

6.00% < x 0 0.00% 0 0.00% 

Total  8,202  100.00%  53,191,562,190  100.00% 

 

 
12. Distribution by Monthly Installment Amount 

Monthly Installment 

Amount (JPY) 

Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

x <= 0 0 0.00% 0 0.00% 

0 < x <= 20,000 233 2.84% 388,489,587 0.73% 

20,000 < x <= 40,000 1,155 14.08% 2,972,447,589 5.59% 

40,000 < x <= 60,000 1,598 19.48% 5,544,973,776 10.42% 

60,000 < x <= 80,000 1,167 14.23% 5,412,347,896 10.18% 

80,000 < x <= 100,000 1,024 12.48% 5,786,144,880 10.88% 

100,000 < x <= 120,000 711 8.67% 4,936,858,373 9.28% 

120,000 < x <= 140,000 541 6.60% 4,163,204,176 7.83% 

140,000 < x <= 160,000 394 4.80% 3,703,578,673 6.96% 

160,000 < x <= 180,000 295 3.60% 3,068,929,334 5.77% 

180,000 < x <= 200,000 232 2.83% 2,980,289,679 5.60% 

200,000 < x <= 250,000 331 4.04% 4,741,146,972 8.91% 

250,000 < x <= 300,000 208 2.54% 3,370,549,636 6.34% 

300,000 < x <= 350,000 131 1.60% 2,595,937,452 4.88% 

350,000 < x <= 400,000 78 0.95% 1,605,805,322 3.02% 

400,000 < x <= 450,000 35 0.43% 721,818,980 1.36% 

450,000 < x <= 500,000 21 0.26% 425,431,665 0.80% 

500,000 < x <= 600,000 21 0.26% 404,238,591 0.76% 

600,000 < x <= 700,000 11 0.13% 223,655,676 0.42% 

700,000 < x 16 0.20% 145,713,933 0.27% 

Total  8,202  100.00%  53,191,562,190  100.00% 
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13. Distribution by Bonus Amount 

Bonus Amount 

(JPY) 

Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

x <= 0 7,045 85.89% 47,538,512,022 89.37% 

0 < x <= 100,000 136 1.66% 491,692,501 0.92% 

100,000 < x <= 200,000 393 4.79% 1,671,178,801 3.14% 

200,000 < x <= 300,000 258 3.15% 1,262,006,455 2.37% 

300,000 < x <= 400,000 217 2.65% 1,166,568,302 2.19% 

400,000 < x <= 500,000 59 0.72% 358,076,575 0.67% 

500,000 < x <= 600,000 56 0.68% 341,464,492 0.64% 

600,000 < x <= 700,000 11 0.13% 75,113,881 0.14% 

700,000 < x <= 800,000 10 0.12% 79,751,823 0.15% 

800,000 < x 17 0.21% 207,197,338 0.39% 

Total  8,202  100.00%  53,191,562,190  100.00% 

 

 

14. Distribution by Loan Type 

Loan Type 
Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

Balloon Loan 7,913 96.48% 52,004,897,215 97.77% 

Installment Loan 289 3.52% 1,186,664,975 2.23% 

Total  8,202  100.00%  53,191,562,190  100.00% 

 

 

15. Distribution by Balloon Percentage 

Balloon Percentage 
Number of 

Loans 
% 

Outstanding Principal 

Balance (JPY) 
% 

x <= 0 % 289 3.52% 1,186,664,975 2.23% 

0 % < x <= 10 % 796 9.70% 3,901,153,678 7.33% 

10 % < x <= 20 % 653 7.96% 2,384,531,842 4.48% 

20 % < x <= 30 % 1,264 15.41% 6,950,729,111 13.07% 

30 % < x <= 40 % 1,526 18.61% 8,855,359,279 16.65% 

40 % < x <= 50 % 1,506 18.36% 10,971,667,931 20.63% 

50 % < x <= 60 % 1,024 12.48% 8,526,959,202 16.03% 

60 % < x <= 70 % 612 7.46% 5,945,605,562 11.18% 

70 % < x <= 80 % 313 3.82% 2,752,725,721 5.18% 

80 % < x <= 90 % 157 1.91% 1,312,661,736 2.47% 

90 % < x <= 100 % 62 0.76% 403,503,153 0.76% 

Total  8,202  100.00%  53,191,562,190  100.00% 
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Historical Performance Data 

MBF has extracted data on the historical performance of the auto loan portfolio. The tables below show 

historical data on gross losses and prepayments for the period from January 2015 until (including) 

August 2025 from contracts originated since January 2015 and on which gross losses or prepayments 

occurred until (including) August 2025. 

 

Total Portfolio 

The gross losses data displayed below are in static and dynamic format. The dynamic data shows as a 

percentage on an annualised basis the gross losses and prepayments as against the total outstanding 

loan balance 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 loans originated in a particular 

month, expressed as a percentage of the original principal balance of that portfolio.  

1. Static Date 

(1) Gross Losses (Payment by JACCS and Orico) 

1. All Products by Monthly Vintage 
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2016-Nov 2016-Dec 2017-Jan 2017-Feb 2017-Mar 2017-Apr 2017-May 2017-Jun 2017-Jul 2017-Aug 2017-Sep
2017-Oct 2017-Nov 2017-Dec 2018-Jan 2018-Feb 2018-Mar 2018-Apr 2018-May 2018-Jun 2018-Jul 2018-Aug
2018-Sep 2018-Oct 2018-Nov 2018-Dec 2019-Jan 2019-Feb 2019-Mar 2019-Apr 2019-May 2019-Jun 2019-Jul
2019-Aug 2019-Sep 2019-Oct 2019-Nov 2019-Dec 2020-Jan 2020-Feb 2020-Mar 2020-Apr 2020-May 2020-Jun
2020-Jul 2020-Aug 2020-Sep 2020-Oct 2020-Nov 2020-Dec 2021-Jan 2021-Feb 2021-Mar 2021-Apr 2021-May
2021-Jun 2021-Jul 2021-Aug 2021-Sep 2021-Oct 2021-Nov 2021-Dec 2022-Jan 2022-Feb 2022-Mar 2022-Apr
2022-May 2022-Jun 2022-Jul 2022-Aug 2022-Sep 2022-Oct 2022-Nov 2022-Dec 2023-Jan 2023-Feb 2023-Mar
2023-Apr 2023-May 2023-Jun 2023-Jul 2023-Aug 2023-Sep 2023-Oct 2023-Nov 2023-Dec 2024-Jan 2024-Feb
2024-Mar 2024-Apr 2024-May 2024-Jun 2024-Jul 2024-Aug 2024-Sep 2024-Oct 2024-Nov 2024-Dec 2025-Jan
2025-Feb 2025-Mar 2025-Apr 2025-May 2025-Jun 2025-Jul
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2. New Car by Monthly Vintage 

 

 
 

 
3. Used Car by Monthly Vintage 
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2021-Jun 2021-Jul 2021-Aug 2021-Sep 2021-Oct 2021-Nov 2021-Dec 2022-Jan 2022-Feb 2022-Mar 2022-Apr
2022-May 2022-Jun 2022-Jul 2022-Aug 2022-Sep 2022-Oct 2022-Nov 2022-Dec 2023-Jan 2023-Feb 2023-Mar
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2021-Jun 2021-Jul 2021-Aug 2021-Sep 2021-Oct 2021-Nov 2021-Dec 2022-Jan 2022-Feb 2022-Mar 2022-Apr
2022-May 2022-Jun 2022-Jul 2022-Aug 2022-Sep 2022-Oct 2022-Nov 2022-Dec 2023-Jan 2023-Feb 2023-Mar
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2025-Feb 2025-Mar 2025-Apr 2025-May 2025-Jun 2025-Jul
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4. Balloon Loan by Monthly Vintage 

 

 
 

 
5. Installment Loan by Monthly Vintage 
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(2) Prepayments 

1. All Products by Monthly Vintage 

 

 
 

 
2. JACCS by Monthly Vintage 
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3. Orico by Monthly Vintage 
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2. Dynamic Data 

(1) Gross Losses (Payment by JACCS and Orico) 

1. All Products 

 
 

 
2. JACCS 
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3. Orico 
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(2) Prepayments 

1. All Products 
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3. Orico 
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