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Notes to Consolidated Financial Statements

1. Basis of preparation:

The accompanying semi-annual condensed consolidated financial statements of Toyota Motor
Corporation (the “parent company”) as of September 30, 2004, and for the six-month periods ended
September 30, 2003 and 2004, respectively, have been prepared in accordance with accounting
principles generally accepted in the United States of America and on substantially the same basis as
its annual consolidated financial statements.  The semi-annual condensed consolidated financial
statements should be read in conjunction with the Annual Report on Form 20-F for the year ended
March 31, 2004. The semi-annual condensed consolidated financial statements reflect all adjustments,
consisting of only normal recurring adjustments, necessary for a fair presentation of the results for
those periods and the financial condition at those dates. The consolidated results for six-month
periods are not necessarily indicative of results to be expected for the full year.

2. Nature of operations:

The parent company and its subsidiaries (collectively “Toyota”) are primarily engaged in the design,
manufacture, assembly and sale of passenger cars, sport-utility vehicles, minivans, trucks and related
parts and accessories throughout the world.  In addition, Toyota provides retail and wholesale
financing, retail leasing and certain other financial services primarily to its dealers and their
customers related to vehicles manufactured by Toyota.

3. Summary of significant accounting policies:

The parent company and its subsidiaries in Japan maintain their records and prepare their financial
statements in accordance with accounting principles generally accepted in Japan, and its foreign
subsidiaries in conformity with those of their countries of domicile.  Certain adjustments and
reclassifications have been incorporated in the accompanying consolidated financial statements to
conform with accounting principles generally accepted in the United States of America.  

Significant accounting policies after reflecting adjustments for the above are as follows:

Basis of consolidation and accounting for investments in affiliated companies -

The semi-annual condensed consolidated financial statements include the accounts of the parent
company and those of its majority-owned subsidiary companies.  All significant intercompany
transactions and accounts have been eliminated.  Investments in affiliated companies in which Toyota
exercises significant influence, but which it does not control, are stated at cost plus equity in
undistributed earnings.  Consolidated net income includes Toyota’s equity in current earnings of such
companies, after elimination of unrealized intercompany profits.  Investments in non-public
companies in which Toyota does not exercise significant influence (generally less than a 20%
ownership interest) are stated at cost.

Estimates -

The preparation of Toyota’s semi-annual condensed consolidated financial statements in conformity
with accounting principles generally accepted in the United States of America requires management
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to make estimates and assumptions that affect the amounts reported in the semi-annual condensed
consolidated financial statements and accompanying notes.  Actual results could differ from those
estimates.  The more significant estimates include: product warranties, allowance for doubtful
accounts and credit losses, residual values for leased assets, impairment of long-lived assets,
postretirement benefits costs and obligations, fair value of derivative financial instruments and other-
than-temporary losses on marketable securities.

Translation of foreign currencies -

All asset and liability accounts of foreign subsidiaries and affiliates are translated into Japanese yen at
the appropriate period-end currency exchange rates and all income and expense accounts of those
subsidiaries are translated at the average currency exchange rates for the period.  The resulting
translation adjustments are included as a component of accumulated other comprehensive income.

Foreign denominated receivables and payables are translated at the appropriate period-end currency
exchange rates and the resulting transaction gains or losses are taken into income currently.

Revenue recognition -

Revenues from sales of vehicles and parts are generally recognized upon delivery which is considered
to have occurred when the dealer has taken title to the product and the risk and reward of ownership
have been substantively transferred, except as described below.

Toyota’s sales incentive programs principally consist of cash payments to dealers calculated based on
vehicle volume or a model sold by a dealer in a certain period of time.  Toyota accrues these
incentives as revenue reductions upon the sale of a vehicle corresponding to the program by the
amount determined in the related incentive program.

Revenue from the sale of vehicles under which Toyota conditionally guarantees the minimum resale
value is recognized on a pro rata basis from the date of sale to the first exercise date of the guarantee
in a manner similar to lease accounting.  The underlying vehicles of these transactions are recorded
as assets and are depreciated in accordance with Toyota’s depreciation policy.

Revenue from retail financing contracts and finance leases is recognized using the effective yield
method.  Revenue from operating leases is recognized on a straight-line basis over the lease term.  

Toyota on occasion sells finance receivables in transactions subject to limited recourse provisions.
These sales are to trusts and Toyota retains the servicing and is paid a servicing fee.  Gains or losses
from the sales of the finance receivables are recognized in the period in which such sales occur.

Other costs -

Advertising and sales promotion costs are expensed as incurred.  Advertising costs were ¥162,295
million and ¥175,343 million ($1,579 million) for the six-month periods ended September 30, 2003 and
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2004, respectively.

Toyota generally warrants its products against certain manufacturing and other defects.  Provisions
for product warranties are provided for specific periods of time and/or usage of the product and vary
depending upon the nature of the product, the geographic location of its sale and other factors.
Toyota provides a provision for estimated product warranty costs at the time the related sale is
recognized based on estimates that Toyota will incur to repair or replace product parts that fail while
under warranty.  The amount of accrued estimated warranty costs is primarily based on historical
experience as to product failures as well as current information on repair costs.  The amount of
warranty costs accrued also contains an estimate as to warranty claim recoveries from suppliers.

Research and development costs are expensed as incurred and were ¥304,638 million and ¥351,419
million ($3,165 million) for the six-month periods ended September 30, 2003 and 2004, respectively.

Cash and cash equivalents -

Cash and cash equivalents include all highly liquid investments, generally with original maturities of
three months or less, that are readily convertible to known amounts of cash and are so near to
maturity that they present insignificant risk of changes in value because of changes in interest rates.

Marketable securities -

Marketable securities consist of debt and equity securities.  Debt and equity securities designated as
available-for-sale are carried at fair value with changes in unrealized gains or losses included as a
component of accumulated other comprehensive income in shareholders’ equity, net of applicable
taxes.  Debt securities designated as held-to-maturity investments are carried at amortized costs.
Individual securities classified as either available-for-sale or held-to-maturity are reduced to net
realizable value for other-than-temporary declines in market value.  In determining if a decline in
value is other-than-temporary, Toyota considers the length of time and the extent to which the fair
value has been less than the carrying value, the financial condition and prospects of the company
and Toyota’s ability and intent to retain its investment in the company for a period of time sufficient
to allow for any anticipated recovery in market value.  Realized gains and losses, which are
determined on the average-cost method, are reflected in the statement of income when realized.

Security investments in non-public companies -

Security investments in non-public companies are carried at cost as fair value is not readily
determinable.  If the value of a non-public security investment is estimated to have declined and such
decline is judged to be other-than-temporary, Toyota recognizes the impairment of the investment
and the carrying value is reduced to its fair value.   Determination of impairment is based on the
consideration of such factors as operating results, business plans and estimated future cash flows.
Fair value is determined principally through the use of the latest financial information of the investee.
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Finance receivables -

Finance receivables are recorded at the present value of the related future cash flows including
residual values for finance leases.

Allowance for credit losses -

Allowances for credit losses are established to cover probable losses on receivables resulting from
the inability of customers to make required payments.  The allowance for credit losses is based
primarily on the frequency of occurrence and loss severity.  Other factors affecting collectibility are
also evaluated in determining the amount to be provided.

Losses are charged to the allowance when it has been determined that payments will not be received
and collateral cannot be recovered or the related collateral is repossessed and sold.  Any shortfall
between proceeds received and the carrying cost of repossessed collateral is charged to the
allowance.  Recoveries are reversed from the allowance for credit losses.

Allowance for residual value losses -

Toyota is exposed to risk of loss on the disposition of off-lease vehicles to the extent that sales
proceeds are not sufficient to cover the carrying value of the leased asset at lease termination.
Toyota maintains an allowance to cover probable estimated losses related to unguaranteed residual
values on its owned portfolio. The allowance is evaluated considering projected vehicle return rates
and projected loss severity.  Factors considered in the determination of projected return rates and
loss severity include historical and market information on used vehicle sales, trends in lease returns
and new car markets, and general economic conditions.  Management evaluates the foregoing
factors, develops several potential loss scenarios, and reviews allowance levels to determine whether
reserves are considered adequate to cover the probable range of losses.

The allowance for residual value losses is maintained in amounts considered by Toyota to be
appropriate in relation to the estimated losses on its owned portfolio.  Upon disposal of the assets,
the allowance for residual losses is adjusted for the difference between the net book value and the
proceeds from sales.

Inventories -

Inventories are valued at cost, not in excess of market, cost being determined on the “average-cost”
basis, except for the cost of finished products carried by certain subsidiary companies, which is
determined on the “specific identification” basis or “last in, first out” (“LIFO”) basis.  Inventories
valued on the LIFO basis totaled ¥190,642 million and ¥207,835 million ($1,872 million) at March 31,
2004 and September 30, 2004, respectively.  Had the “first in, first out” basis been used for those
companies using the LIFO basis, inventories would have been ¥21,463 million and ¥27,652 million
($249 million) higher than reported at March 31, 2004 and September 30, 2004, respectively.
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Property, plant and equipment -

Property, plant and equipment are stated at cost.  Major renewals and improvements are capitalized;
minor replacements, maintenance and repairs are charged to current operations.  Depreciation of
property, plant and equipment is mainly computed on the declining-balance method for the parent
company and Japanese subsidiaries and on the straight-line method for foreign subsidiary
companies at rates based on the estimated useful lives of the respective assets according to general
class, type of construction and use.  Estimated useful lives range from 3 to 60 years for buildings and
from 2 to 20 years for machinery and equipment.

Vehicles and equipment on operating leases to third parties are originated by dealers and acquired
by certain consolidated subsidiaries.  Such subsidiaries are also the lessors of certain property that
they acquire directly.  Vehicles and equipment on operating leases are depreciated primarily on the
straight-line method over the lease term, generally three years, to the estimated residual value.

Long-lived assets -

Toyota reviews its long-lived assets, including investments in affiliated companies, for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not
be recoverable.  An impairment loss would be recognized when the carrying amount of an asset
exceeds the estimated undiscounted future cash flows expected to result from the use of the asset
and its eventual disposition.  The amount of the impairment loss to be recorded is calculated by the
excess of the assets carrying value over its fair value.  Fair value is determined mainly using a
discounted cash flow valuation method.

Goodwill and intangible assets - 

Goodwill is not material to Toyota’s semi-annual condensed consolidated balance sheets.  

Intangible assets consist mainly of software.  Intangible assets with a definite life are amortized on a
straight-line basis with estimated useful lives mainly of 5 years.  Intangible assets with an indefinite
life are tested for impairment whenever events or circumstances indicate that the carrying amount of
an asset (asset group) may not be recoverable.  An impairment loss would be recognized when the
carrying amount of an asset exceeds the estimated undiscounted cash flows used in determining the
fair value of the asset.  The amount of the impairment loss to be recorded is generally determined by
using a discounted cash flow analysis.  

Environmental matters -

Environmental expenditures relating to current operations are expensed or capitalized as
appropriate.  Expenditures relating to existing conditions caused by past operations, which do not
contribute to current or future revenues, are expensed.  Liabilities for remediation costs are recorded
when they are probable and reasonably estimable, generally no later than the completion of
feasibility studies or Toyota’s commitment to a plan of action.  The cost of each environmental
liability is estimated by using current technology available and various engineering, financial and
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legal specialists within Toyota based on current law.  Such liabilities do not reflect any offset for
possible recoveries from insurance companies and are not discounted.  There were no material
changes in these liabilities for all periods presented.

Income taxes -

The provision for income taxes is computed based on the pretax income included in the semi-annual
condensed consolidated statement of income.  The asset and liability approach is used to recognize
deferred tax liabilities and assets for the expected future tax consequences of temporary differences
between the carrying amounts and the tax bases of assets and liabilities.  Valuation allowances are
recorded to reduce deferred tax assets when it is more likely than not that a tax benefit will not be
realized.

Derivative financial instruments -

Toyota employs derivative financial instruments, including foreign exchange forward contracts,
foreign currency options, interest rate swaps, interest rate currency swap agreements and interest
rate options to manage its exposure to fluctuations in interest rates and foreign currency exchange
rates.  Toyota does not use derivatives for speculation or trading purposes.  Changes in the fair value
of derivatives are recorded each period in current earnings or through other comprehensive income,
depending on whether or not a derivative is designated as part of a hedge transaction and the type of
hedge transaction.  The ineffective portion of all hedges is recognized currently in earnings.  

Net income per common share -

Basic net income per common share is calculated by dividing net income by the weighted-average
number of shares outstanding during the period.  The calculation of diluted net income per  common
share is similar to the calculation of basic net income per common share, except that the weighted-
average number of shares outstanding includes the additional dilution from the assumed exercise of
dilutive stock options.  

Stock-based compensation -

Toyota measures compensation expense for its stock-based compensation plan using the intrinsic
value method.  Toyota accounts for the stock-based compensation plans under the recognition and
measurement principles of the Accounting Principles Board (“APB”) Opinion No. 25, Accounting for
Stock Issued to Employees, and related Interpretations.  No stock-based compensation cost is
reflected in net income, as all options granted under those plans had an exercise price higher than
the market value of the underlying common stock on the date of grant.

Other comprehensive income -

Other comprehensive income refers to revenues, expenses, gains and losses that, under accounting
principles generally accepted in the United States of America are included in comprehensive income,
but are excluded from net income as these amounts are recorded directly as an adjustment to
shareholders’ equity.  Toyota’s other comprehensive income is primarily comprised of unrealized
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gains/losses on marketable securities designated as available-for-sale, foreign currency translation
adjustments and adjustments to recognize additional minimum liabilities associated with Toyota’s
defined benefit pension plans.

Accounting change - 

In September 2004, the Emerging Issues Task Force (“EITF”) reached consensus on the disclosure
provisions in its Issue No. 03-1, The Meaning of Other-Than-Temporary Impairment and Its
Application to Certain Investments (“EITF 03-1”) for investments accounted for under the Statement
of Financial Accounting Standards (“FAS”) No. 115, Accounting for Certain Investments in Debt and
Equity Securities, and FAS No. 124, Accounting for Certain Investments Held by Not-for-Profit
Organizations.  See note 5 for disclosures required by those provisions.

Recent pronouncements to be adopted in future periods - 

No new accounting standards were issued subsequent to the annual report for the year ended March
31, 2004 that will be effective in future periods and are expected to have material impact on Toyota’s
consolidated financial statements.

Reclassifications -

Certain prior year amounts have been reclassified to conform to the presentation of the six-month
period ended September 30, 2004.

4. U.S. dollar amounts:

U.S. dollar amounts presented in the semi-annual condensed consolidated financial statements and
related notes are included solely for the convenience of the reader.  These translations should not be
construed as representations that the yen amounts actually represent, or have been or could be
converted into, U.S. dollars.  For this purpose, the rate of ¥111.05 = U.S. $1, the approximate currency
exchange rate at September 30, 2004, was used for the translation of the accompanying semi-annual
condensed consolidated financial amounts of Toyota as of and for the six-month period ended
September 30, 2004.



22

5. Marketable securities and other securities investments:

Marketable securities and other securities investments include debt and equity securities for which
the aggregate cost, gross unrealized gains and losses and fair value are as follows:

Yen in millions
March 31, 2004

Available-for-sale
Debt securities
Equity securities

Total

Securities not practicable to fair value
Debt securities
Equity securities

Total

¥01,606,685
460,778

¥02,067,463

¥00,043,382
79,352

¥00,122,734

¥0,010,094
492,483

¥0,502,577

¥001,626
720

¥002,346

¥01,615,153
952,541

¥02,567,694

Cost

Gross
unrealized

gains

Gross
unrealized

losses
Fair

value

Yen in millions
September 30, 2004

Available-for-sale
Debt securities
Equity securities

Total

Securities not practicable to fair value
Debt securities
Equity securities

Total

¥02,087,913

454,206

¥02,542,119

¥00,044,840

94,334

¥00,139,174

¥0,008,865

414,764

¥0,423,629

¥000,388

772

¥001,160

¥02,096,390

00,868,198

¥02,964,588

Cost

Gross
unrealized

gains

Gross
unrealized

losses
Fair

value
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U.S. dollars in millions
September 30, 2004

Available-for-sale
Debt securities
Equity securities

Total

Securities not practicable to fair value
Debt securities
Equity securities

Total

$018,801

4,090

$022,891

$000,404

849

$001,253

$000,080

3,735

$003,815

$0003

7

$0010

$0018,878

7,818

$0026,696

Cost

Gross
unrealized

gains

Gross
unrealized

losses
Fair

value

Unrealized losses continuously over a 12-month period or more in the aggregate were not material
both at March 31, 2004 and September 30, 2004.

In the ordinary course of business, Toyota maintains long-term investment securities, included in
“Marketable securities and other securities investments”, issued by a number of non-public
companies which are recorded at cost, as their fair values were not readily determinable.  Toyota’s
management employs a systematic methodology to assess the recoverability of such investments by
reviewing the financial viability of the underlying companies and the prevailing market conditions in
which these companies operate to determine if Toyota’s investment in each individual company is
impaired and whether the impairment is other-than-temporary.  Toyota performs this impairment
testing for significant investments recorded at cost semi-annually, and if the impairment is
determined to be other-than-temporary, the cost of the investment is written-down by the impaired
amount and the losses are recognized currently in earnings.
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6. Vehicles and equipment on operating leases:
Vehicles and equipment on operating leases consist of the following:

Rental income from vehicles and equipment on operating leases were ¥ 149,591 million and 
¥ 140,711 million ($ 1,267 million) for the six-month periods ended September 30, 2003 and 2004,
respectively.  Future minimum rentals from vehicles and equipment on operating leases are due in
installments as follows:

The future minimum rentals as shown above should not be considered indicative of future cash collections.

U.S. dollars
Yen in millions in millions

March 31, September 30, September 30,

2004 2004 2004

Vehicles
Equipment

Less - Accumulated depreciation

Vehicles and equipment on operating leases, net

¥01,387,404
106,376

1,493,780

(375,861)

¥01,117,919

$013,958

1,029

14,987

(3,725)

$011,262

¥01,550,039

114,304

1,664,343

(413,675)

¥01,250,668

U.S. dollars
12-month periods ending September 30 Yen in millions in millions

2005 ¥0277,044 $02,495
2006 190,868 1,719
2007 103,369 931
2008 40,985 369
2009 13,848 124
Thereafter 11,414 103

Total minimum future rentals ¥0637,528 $05,741

7. Derivative financial instruments:

Toyota employs derivative financial instruments, including foreign exchange forward contracts,
foreign currency options, interest rate swaps, interest rate currency swap agreements and interest
rate options to manage its exposure to fluctuations in interest rates and foreign currency exchange
rates.  Toyota does not use derivatives for speculation or trading.

Fair value hedges -

Toyota enters into interest rate swaps, and interest rate currency swap agreements mainly to convert
its fixed-rate debt to variable-rate debt.  Toyota uses interest rate swap agreements in managing its
exposure to interest rate fluctuations.  Interest rate swap agreements are executed as either an
integral part of specific debt transactions or on a portfolio basis.  Toyota uses interest rate currency
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swap agreements to entirely hedge exposure to currency exchange rate fluctuations on principal and
interest payments for borrowings denominated in foreign currencies.  Notes and loans payable
issued in foreign currencies are hedged by concurrently executing interest rate currency swap
agreements, which involve the exchange of foreign currency principal and interest obligations for
each functional currency obligation at agreed-upon currency exchange and interest rates.

For the six-month periods ended September 30, 2003 and 2004, the ineffective portions of Toyota’s
fair value hedge relationships, which are included in cost of financing operation, were not material.
For fair value hedging relationships, the components of each derivative’s gain or loss are included in
the assessment of hedge effectiveness.

Undesignated derivative financial instruments -

Toyota uses foreign exchange forward contracts, foreign currency options, interest rate swaps,
interest rate currency swap agreements, and interest rate options, to manage its exposure to foreign
currency exchange fluctuations and interest rate fluctuations from an economic perspective, and
which Toyota is unable or has elected not to apply hedge accounting.  Unrealized gains or losses on
these derivative instruments are reported in the cost of financing operations and foreign exchange
gain, net in the accompanying consolidated statements of income.
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8. Lease commitments:
Toyota leases certain assets under capital lease and operating lease arrangements.

An analysis of leased assets under capital leases is as follows:

Amortization expenses under capital leases for the six-month periods ended September 30, 2003 and
2004 were ¥9,116 million and ¥6,674 million ($60 million), respectively.
Future minimum lease payments under capital leases together with the present value of the net
minimum lease payments as of September 30, 2004 are as follows:

U.S. dollars
Yen in millions in millions

March 31, September 30, September 30,

Class of property 2004 2004 2004

Building
Machinery and equipment
Less - Accumulated depreciation

¥0010,937
161,446

(118,956)

¥0053,427

$000105

1,474

(1,121)

$000458

¥0011,627

163,708

(124,433)

¥0050,902

U.S. dollars
12-month periods ending September 30 Yen in millions in millions

2005
2006
2007
2008
2009
Thereafter

Total minimum lease payments
Less - Amount representing interest

Present value of net minimum lease payments
Less - Current obligations

Long-term capital lease obligations

¥016,508
16,147
16,758

6,155
5,680

20,577
81,825
(8,096)
73,729

(15,253)

¥058,476

$0149
145
151
56
51

185
737
(73)
664

(137)

$0527
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U.S. dollars
12-month periods ending September 30 Yen in millions in millions

2005
2006
2007
2008
2009
Thereafter

Total minimum future rentals

¥008,648
6,465
4,807
3,712
3,087
9,844

¥036,563

$0078
58
43
33
28
89

$0329

Rental expenses under operating leases for the six-month periods ended September 30, 2003 and 2004
were ¥40,679 million and ¥40,241 million ($362 million), respectively.
The minimum rental payments required under operating leases relating primarily to land, buildings and
equipment having initial or remaining non-cancelable lease terms in excess of one year at September
30, 2004 are as follows:

9. Other commitments and contingencies, concentrations and factors that may affect future

operations:

Commitments outstanding at September 30, 2004 for the purchase of property, plant and equipment
and other assets are ¥85,105 million ($766 million).

Toyota enters into contracts with Toyota dealers to guarantee customers’ payment of their
installment payables that arises from installment contracts between customers and Toyota dealers,
as and when requested by Toyota dealers.  Guarantee periods are set to match maturity of
installment payments, and range from one month to 35 years at September 30, 2004; however, they
are generally shorter than the useful lives of products sold.  Toyota is required to execute its
guarantee primarily when customers are unable to make required payments.  The maximum
potential amount of future payments as of September 30, 2004 is ¥1,056,896 million ($9,517 million).
Liabilities for guarantee of ¥4,092 million ($37 million) have been provided for as of September 30,
2004.  Under these guarantee contracts, Toyota is entitled to recover any amount paid by Toyota
from the customers whose obligations Toyota guaranteed.

In February 2003, Toyota, General Motors Corporation, Ford, DaimlerChrysler, Honda, Nissan, BMW
and their U.S. and Canadian sales and marketing subsidiaries, the National Automobile Dealers
Association and the Canadian Automobile Dealers Association were named as defendants in
purported nationwide class actions on behalf of all purchasers of new motor vehicles in the United
States since January 1, 2001.  Twenty-six similar actions were filed in federal district courts in
California, Illinois, New York, Massachusetts, Florida, New Jersey and Pennsylvania.  Additionally,
fifty-five parallel class actions were filed in state courts in California, Minnesota, New Mexico, New
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York, Tennessee, Wisconsin, Arizona, Florida, Iowa and New Jersey on behalf of the same
purchasers in these states.  As of September 30, 2004, actions filed in federal district courts were
consolidated in Maine and actions filed in the state courts of California and New Jersey were also
consolidated, respectively. The nearly identical complaints allege that the defendants violated the
Sherman Antitrust Act by conspiring among themselves and with their dealers to prevent the sale to
United States citizens of vehicles produced for the Canadian market.  The complaints allege that new
vehicle prices in Canada are 10% to 30% lower than those in the United States and that preventing
the sale of these vehicles to United States citizens resulted in United States consumers paying
excessive prices for the same type of vehicles.  The complaints seek permanent injunctions against
the alleged antitrust violations and treble damages in an unspecified amount.  In March 2004, the
federal district court of Maine (i) dismissed claims against certain Canadian sales and marketing
subsidiaries, including Toyota Canada, Inc., for lack of personal jurisdiction, but denied or deferred to
dismiss claims against certain other Canadian companies, and (ii) dismissed the claim for damages,
but did not bar the plaintiffs from seeking injunctive relief against the alleged antitrust violations.
The plaintiffs have already submitted an amended compliant in order to proceed on the claim for
damages.  In the process of the federal district court case, Toyota is now responding to the plaintiff’s
discovery requests.  Toyota believes that its actions have been lawful and intends to vigorously
defend these cases.

Toyota has various other legal actions, governmental proceedings and other claims pending against
it, including product liability claims in the United States.  Although the claimants in some of these
actions seek potentially substantial damages, Toyota cannot currently determine its potential liability
or the damages, if any, with respect to these claims.  However, based upon information currently
available to Toyota, Toyota believes that its losses from these matters, if any, would not have a
material adverse effect on Toyota’s financial position, operating results or cash flows.

In September 2000, the European Union approved a directive that requires member states to
promulgate regulations implementing the following by April 21, 2002: 1) manufacturers shall bear all
or significant part of the cost for taking back End-of-life vehicles put on the market after July 1, 2002
and dismantling and recycling those vehicles.  Beginning January 1, 2007, manufacturers will also be
financially responsible for vehicles put on the market before July 1, 2002; 2) manufacturers may not
use certain hazardous materials in vehicles to be sold after July 2003; 3) vehicles type-approved and
put on the market after three years after the amendment of Directive on Type-approval, shall be re-
usable and/or recyclable to a minimum of 85% by weight per vehicle and shall be re-usable and/or
recoverable to a minimum of 95% by weight per vehicle; and 4) End-of-life vehicles must meet actual
re-use and recovery targets of 80% and 85%, respectively, of vehicle weight by 2006, rising
respectively to 85% and 95% by 2015.  
Currently, there are numerous uncertainties surrounding the form and implementation of the
applicable regulations in different European Union member states, particularly regarding
manufacturer responsibilities and resultant expenses that may be incurred.  All of the member states
have adopted legislation to implement the directive.  In addition, Sweden and Denmark have existing
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legislation that partially implements the directive.  Belgium has partially adopted legislation
implementing the directive.  The implementation of the directive has also been in progress in 10
states newly joined the European Union in May 2004.  In addition, under this directive member states
must take measures to ensure that car manufacturers, distributors and other auto-related businesses
establish adequate End-of-life vehicle disposal facilities and to ensure that hazardous materials and
recyclable parts are removed from vehicles prior to scrapping.  This directive impacts Toyota’s
vehicles sold in the European Union and Toyota expects to introduce vehicles that are in compliance
with such measures taken by the member states pursuant to the directive.  Based on the legislation
that has been enacted to date, Toyota has provided for its estimated liability related to covered
vehicles in existence as of September 30, 2004.  Depending on the legislation implemented in the
member states that have not yet enacted legislation and other circumstances, Toyota may be
required to provide additional accruals for the expected costs to comply with these regulations.
Although Toyota does not expect its compliance with the directive to result in significant cash
expenditures, Toyota is continuing to assess the impact of this future legislation on its results of
operations, cash flows and financial position.

Toyota has a concentration of material purchases from a supplier which is an affiliated company.
These purchases approximate 10% of material costs.

The parent company has a concentration of labor supply in employees working under collective
bargaining agreements and a substantial portion of these employees are working under the
agreement that will expire on December 31, 2005.

10. Segment data:

The operating segments reported below are the segments of Toyota for which separate financial
information is available and for which operating income/loss amounts are evaluated regularly by
executive management in deciding how to allocate resources and in assessing performance. 
The major portions of Toyota’s operations on a worldwide basis are derived from the Automotive
and Financial Services business segments.  The Automotive segment designs, manufactures,
assembles and distributes passenger cars, sport-utility vehicles, minivans, trucks and related parts
and accessories.  The Financial Services segment consists primarily of financing operations, and
vehicle and equipment leasing operations to assist in the merchandising of Toyota’s products as well
as other products.  The All Other segment includes Toyota’s housing business and various other
business activities.
The following tables present certain information regarding Toyota’s industry segments and
operations by geographic areas as of March 31, 2004 and September 30, 2004 and for the six-month
periods ended September 30, 2003 and 2004:
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As of and for the six-month period ended September 30, 2004:

Yen in millions

Net revenues  
External customers
Inter-segment
Total net revenues

Operating expenses
Operating income

Segment assets
Investment in equity 
method investees

Depreciation 
Expenditures for 

segment assets

¥08,332,161

7,477

8,339,638

7,582,799

¥00,756,839

¥10,602,067

1,159,997

378,416

543,568

¥00,374,408

9,958

384,366

281,699

¥00,102,667

¥09,060,240

207,182

96,252

295,427

¥00,319,096

147,795

466,891

454,143

¥00,012,748

¥00,927,781

—

10,643

21,357

¥00,141,—

(165,230)

(165,230)

(159,225)

¥,000(6,005)

¥02,720,106

55,064

—

40,242

¥009,025,665

—

9,025,665

8,159,416

¥000,866,249

¥023,310,194

1,422,243

485,311

900,594

Automotive
Financial
Services All Other

Intersegmet
Elimination/
Unallocated

Amount Total

Net revenues
External customers
Inter-segment 
Total net revenues

Operating expenses
Operating income(loss)

Segment assets*
Investment in equity 
method investees*

Depreciation 
Expenditures 

for segment assets
* Representing figures as of March 31, 2004

¥07,584,310
6,126

7,590,436
6,887,802

¥00,702,634

¥10,207,395

1,092,713
368,242

459,390

¥00,362,460
9,000

371,460
309,779

¥00,061,681

¥08,138,297

211,657
97,493

238,155

¥00,277,471
126,208
403,679
397,632

¥00,006,047

¥00,941,925

—
10,203

20,371

¥00,139,—
(141,334)
(141,334)
(138,741)

¥00,1(2,593)

¥02,752,611

60,407
—

26,060

¥008,224,241
—

8,224,241
7,456,472

¥000,767,769

¥022,040,228

1,364,777
475,938

743,976

Automotive
Financial
Services All Other

Intersegment
Elimination/
Unallocated

Amount Total

Information about segment results and assets -
As of March 31, 2004 and for the six-month period ended September 30, 2003:

Yen in millions
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U.S. dollars in millions

Net revenues 
External customers
Inter-segment
Total net revenues

Operating expenses
Operating income

Segment assets
Investment in equity 
method investees

Depreciation 
Expenditures for 

segment assets

$075,031

67

75,098

68,283

$006,815

$095,471

10,446

3,407

4,895

$003,371

90

3,461

2,536

$000,925

$081,587

1,865

867

2,660

$002,874

1,331

4,205

4,090

$000,115

$008,355

—

96

192

$00,0—

(1,488)

(1,488)

(1,434)

$,000,(54)

$024,494

496

—

363

$0081,276

—

81,276

73,475

$0007,801

$0209,907

12,807

4,370

8,110

Automotive
Financial
Services All Other

Intersegmet
Elimination/
Unallocated

Amount Total

Revenue and operating income of the Financial Services segment for the six-month period ended
September 30, 2004, includes the impact of adjustments made by a sales financing subsidiary in the
United States of America relating to the correction of errors relating to prior periods.
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Yen in millions

Net revenues 
External customers
Inter-segment
Total net revenues

Operating expenses
Operating income

Segment assets*
Long-lived assets*

¥03,325,570
2,171,720
5,497,290
4,967,548

¥00,529,742

¥10,210,904
3,032,629

¥02,896,155
117,912

3,014,067
2,850,451

¥00,163,616

¥06,674,694
1,536,550

¥00,977,630
54,645

1,032,275
1,009,801

¥00,022,474

¥01,842,947
448,954

¥01,024,886
77,931

1,102,817
1,049,524

¥00,053,293

¥01,567,276
336,514

¥000(139—
(2,422,208)
(2,422,208)
(2,420,852)

¥,000,(1,356)

¥01,744,407
—

¥08,224,241
—

8,224,241
7,456,472

¥00,767,769

¥22,040,228
5,354,647

Japan
North

America Europe
Other foreign

countries

Intersegmet
Elimination/
Unallocated

Amount Total

Geographic Information - 
As of March 31, 2004 and for the six-month period ended September 30, 2003:

Yen in millions

Net revenues
External customers
Inter-segment
Total net revenues

Operating expenses
Operating income

Segment assets
Long-lived assets

¥03,540,760

2,239,791

5,780,551

5,289,985

¥00,490,566

¥10,217,231

3,040,406

¥03,102,246

87,520

3,189,766

2,944,990

¥00,244,776

¥07,452,016

1,659,928

¥01,129,304

71,993

1,201,297

1,135,027

¥00,066,270

¥02,080,172

490,765

¥01,253,355

78,951

1,332,306

1,261,412

¥00,070,894

¥01,705,329

404,712

¥00,(139,—

(2,478,255)

(2,478,255)

(2,471,998)

¥,00,0(6,257)

¥01,855,446

—

¥09,025,665

—

9,025,665

8,159,416

¥00,866,249

¥23,310,194

5,595,811

Japan
North

America Europe
Other foreign

countries

Intersegmet
Elimination/
Unallocated

Amount Total

U.S. dollars in millions

Net revenues
External customers
Inter-segment
Total net revenues

Operating expenses
Operating income

Segment assets
Long-lived assets

$0,031,884

20,170

52,054

47,636

$0,004,418

$0,092,006

27,379

$0,027,936

788

28,724

26,520

$0,002,204

$0,067,105

14,948

$0,010,170

648

10,818

10,221

$0,000,597

$0,018,732

4,419

$0,011,286

711

11,997

11,359

$0,000,638

$0,015,356

3,644

$0,000,—

(22,317)

(22,317)

(22,261)

$ 0,000,(56)

$0,016,708

—

$0,081,276

—

81,276

73,475

$0,007,801

$0,209,907

50,390

Japan
North

America Europe
Other foreign

countries

Intersegmet
Elimination/
Unallocated

Amount Total

As of and for the six-month period ended September 30, 2004:

* Representing figures as of March 31, 2004
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Revenues are attributed to geographies based on the country location of the parent company or the
subsidiary that transacted the sale with the external customer.

There are no any individually material countries with respect to revenues, operating expenses, operating
income, segment assets and long-lived assets included in Other foreign countries.

Unallocated amounts included in segment assets represent assets held for corporate purposes, which
mainly consist of cash and cash equivalents and marketable securities.  Such corporate assets were
¥3,270,973 million and ¥3,292,816 million ($29,652 million) as of March 31, 2004 and September 30, 2004,
respectively.

Transfers between industry or geographic segments are made at amounts which Toyota’s management
believes approximate arm’s-length prices.  In measuring the reportable segments’ income or losses,
operating income consists of net revenues less operating expenses.  

Overseas revenues by destination - 

The following information shows revenues that are attributed to countries based on the location of the
customers, excluding customers in Japan.  

In addition to the disclosure requirements under FAS No. 131, Disclosure about Segments of an
Enterprise and Related Information, Toyota discloses this supplemental information in order to provide
readers with valuable information.

U.S. dollars in
Yen in millions millions

For the six-month
For the six-month periods ended period ended

September 30, September 30,
2003 2004 2004

North America
Europe
Other foreign countries

¥03,013,321
944,563

1,601,666

$028,766

10,257

16,801

¥03,194,425

1,139,092

1,865,702



Non-Financial Services Business

Current assets
Cash and cash equivalents
Time deposits
Marketable securities
Trade accounts and notes receivable,
less allowance for doubtful accounts

Inventories 
Prepaid expenses and other current assets 

Total current assets 
Investments and other assets
Property, plant and equipment

Total Non-Financial Services Business assets

Financial Services Business

Current assets
Cash and cash equivalents
Time deposits
Marketable securities
Finance receivables, net
Prepaid expenses and other current assets 

Total current assets 
Noncurrent finance receivables, net
Investments and other assets
Property, plant and equipment

Total Financial Services Business assets

Elimination of assets
Total assets

¥001,618,876
16,689

444,543

1,570,205
1,083,326
1,391,600
6,125,239
4,254,625
4,398,163

14,778,027

110,900
51,784

3,914
2,608,340

605,019
3,379,957
3,221,013

580,843
956,484

8,138,297

(876,096)
¥022,040,228

$0011,833

122

6,109

12,851

10,725

14,343

55,983

40,316

40,729

137,028

1,929

494

7

25,529

5,264

33,223

34,494

4,209

9,661

81,587

(8,708)

$0209,907

¥001,314,036

13,511

678,372

1,427,122

1,191,041

1,592,838

6,216,920

4,477,055

4,522,952

15,216,927

214,207

54,864

800

2,835,006

584,485

3,689,362

3,830,554

467,465

1,072,859

9,060,240

(966,973)

¥023,310,194

Balance sheets

34

Certain financial statement data on non-financial services business and financial services business -
The financial data presents separately Toyota’s non-financial services and financial services businesses.

U.S. dollars
Yen in millions in millions

March 31, September 30, September 30,

2004 2004 2004
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U.S. dollars
Yen in millions in millions

March 31, September 30, September 30,

2004 2004 2004

Non-Financial Services Business

Current liabilities
Short-term borrowings
Current portion of long-term debt
Accounts payable
Accrued expenses
Income taxes payable
Other current liabilities

Total current liabilities
Long-term liabilities

Long-term debt
Accrued pension and severance costs
Other long-term liabilities

Total long-term liabilities
Total Non-Financial Services Business liabilities

Financial Services Business

Current liabilities
Short-term borrowings
Current portion of long-term debt
Accounts payable
Accrued expenses
Income taxes payable
Other current liabilities

Total current liabilities
Long-term liabilities

Long-term debt
Accrued pension and severance costs
Other long-term liabilities

Total long-term liabilities
Total Financial Services Business liabilities

Elimination of liabilities
Total liabilities

Minority interest in consolidated subsidiaries
Shareholders’ equity

Total liabilities and shareholders’ equity

¥000718,396
62,634

1,695,255
1,084,357

241,691
971,796

4,774,129

771,791
724,369
600,158

2,096,318
6,870,447

2,029,258
1,088,762

15,287
53,031
10,864

259,826
3,457,028

3,726,355
1,200

244,386
3,971,941
7,428,969

(884,048)
13,415,368

446,293
8,178,567

¥22,040,228

$0006,829

595

14,665

10,369

2,298

9,593

44,349

6,883

6,424

5,452

18,759

63,108

19,379

9,854

185

560

145

2,577

32,700

38,766

13

2,939

41,718

74,418

(8,793)

128,733

4,253

76,921

$0209,907

¥000758,411

66,061

1,628,552

1,151,471

255,131

1,065,345

4,924,971

764,403

713,352

605,394

2,083,149

7,008,120

2,152,069

1,094,264

20,596

62,186

16,119

286,132

3,631,366

4,304,904

1,443

326,398

4,632,745

8,264,111

(976,445)

14,295,786

472,332

8,542,076

¥23,310,194
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U.S. dollars
Yen in millions in millions

For the six-
month period

For the six-month periods ended ended 
September 30, September 30,

2003 2004 2004

Non-Financial Services Business

Net revenues
Costs and expenses

Cost of revenues
Selling, general and administrative

Total costs and expenses
Operating income
Other income, net
Income before income taxes, minority interest and 

equity in earnings of affiliated companies
Provision for income taxes
Income before minority interest and equity in 

earnings of affiliated companies
Minority interest in consolidated subsidiaries
Equity in earnings of affiliated companies
Net income- Non- Financial Services Business

Financial Services Business

Net revenues
Costs and expenses

Cost of revenues
Selling, general and administrative

Total costs and expenses
Operating income
Other expenses, net
Income before income taxes, minority interest 

and equity in earnings of affiliated companies
Provision for income taxes
Income before minority interest and equity in 

earnings of affiliated companies
Minority interest in consolidated subsidiaries
Equity in earnings of affiliated companies
Net income- Financial Services Business

Elimination of net income
Net income

¥07,867,021

6,275,627
880,774

7,156,401
710,620

44,272

754,892
285,959

468,933
(18,150)
37,413

488,196

371,460

192,157
117,622
309,779

61,681
(4,689)

56,992
23,840

33,152
(465)

3,580
36,267

(3)
¥00524,460

$0077,945

62,661

8,332

70,993

6,952

368

7,320

2,875

4,445

(238)

457

4,664

3,461

1,643

893

2,536

925

(22)

903

378

525

(2)

72

595

0

$0005,259

¥08,655,852

6,958,489

925,295

7,883,784

772,068

40,854

812,922

319,354

493,568

(26,413)

50,762

517,917

384,366

182,535

99,164

281,699

102,667

(2,395)

100,272

41,976

58,296

(239)

8,051

66,108

13

¥00584,038

Statements of income
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U.S. dollars
Yen in millions in millions

For the six-
month period

For the six-month periods ended ended 
September 30, September 30,

2003 2004 2004

Non-Financial Services Business
Cash flows from operating activities

Net income
Adjustments to reconcile net income to net cash provided 

by operating activities
Depreciation
Pension and severance costs, less payments
Losses on disposal of fixed assets
Unrealized losses on available-for-sale securities, net
Deferred income taxes
Minority interest in consolidated subsidiaries
Equity in earnings of affiliated companies
Changes in operating assets and liabilities, and other

Net cash provided by operating activities

Cash flows from investing activities
Additions to fixed assets excluding equipment 

leased to others
Additions to equipment leased to others
Proceeds from sales of fixed assets excluding equipment 

leased to others
Proceeds from sales of equipment leased to others
Purchases of marketable securities and security investments
Proceeds from sales of and maturity of marketable 

securities and security investments
Payments for additional investments in affiliated 

companies, net of cash acquired
Changes in investments and other assets, and other

Net cash used in investing activities

Cash flows from financing activities
Purchases of common stock
Proceeds from issuance of long-term debt
Payments of long-term debt
Increase (Decrease) in short-term borrowings
Dividends paid
Other

Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

¥00,488,196

378,445
34,000
18,423

2,697
6,831

18,150
(37,413)
(44,461)
864,868

(433,924)
(71,897)

25,888
24,840

(968,766)

582,102

(18,876)
(3,170)

(863,803)

(120,229)
32,088

(111,290)
(4,387)

(69,782)
(15,000)

(288,600)

(30,774)
(318,309)

1,437,731
¥01,119,422

$004,664

3,503
26

167
18

176
238

(457)
199

8,534

(4,783)
(667)

234
347

(6,180)

1,502

(6)
385

(9,168)

(1,863)
121

(258)
413

(750)
(63)

(2,400)

289
(2,745)
14,578

$011,833

¥00,517,917

389,059
2,857

18,540
1,997

19,492
26,413

(50,762)
22,187

947,700

(531,073)
(74,094)

26,037
38,576

(686,319)

166,815

(683)
42,691

(1,018,050)

(206,917)
13,463

(28,653)
45,804

(83,250)
(7,000)

(266,553)

32,063
(304,840)

1,618,876
¥01,314,036

Statement of cash flows 
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U.S. dollars
Yen in millions in millions

For the six-
month period

For the six-month periods ended ended 
September 30, September 30,

2003 2004 2004

Financial Services Business

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash provided 

by operating activities
Depreciation
Deferred income taxes
Minority interest in consolidated subsidiaries
Equity in earnings of affiliated companies
Changes in operating assets and liabilities, and other

Net cash provided by operating activities

Cash flows from investing activities
Additions to finance receivables
Collection of and proceeds from sales of finance 

receivables
Additions to fixed assets excluding equipment leased to 

others
Additions to equipment leased to others
Proceeds from sales of fixed assets excluding 

equipment leased to others
Proceeds from sales of equipment leased to others
Purchases of marketable securities and security 

investments
Proceeds from sales of and maturity of marketable 

securities and security investments
Changes in investments and other assets, and other

Net cash used in investing activities

Cash flows from financing activities
Proceeds from issuance of long-term debt
Payments of long-term debt
Increase in short-term borrowings
Other

Net cash provided by financing activities

Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Consolidated

Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

¥000,036,267

97,493
15,033

465
(3,580)

524
146,202

(4,182,349)

3,727,776

(11,598)
(226,557)

5,346
108,233

(169,097)

123,512
(19,281)

(644,015)

706,040
(546,392)
299,919
15,000

474,567

(7,262)
(30,508)
154,297

¥000,123,789

¥0000(38,036)
(348,817)

1,592,028
¥001,243,211

$0000,595

867

273

2

(72)

1,472

3,137

(39,251)

34,557

(70)

(2,590)

28

1,025

(550)

541

(182)

(6,492)

8,365

(4,895)

688

63

4,221

64

930

999

$0001,929

$00,00353

(1,815)

15,577

$0013,762

¥000,066,108

96,252

30,358

239

(8,051)

163,504

348,410

(4,358,871)

3,837,570

(7,813)

(287,614)

3,115

113,857

(61,054)

60,092

(20,247)

(720,965)

928,861

(543,592)

76,440

7,000

468,709

7,153

103,307

110,900

¥000,214,207

¥000039,216

(201,533)

1,729,776

¥001,528,243
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11. Per share amounts
Reconciliations of the differences between basic and diluted net income per share for the six-month
periods ended September 30, 2003 and 2004 are as follows:

Yen in  Thousands U.S. 
millions of shares Yen dollars

Weighted-average Net income Net income
Net income shares per share per share

For the six-month period ended
September 30, 2003
Basic net income per common share

Effect of dilutive securities
Assumed exercise of dilutive stock
options

Diluted net income per common share

For the six-month period ended
September 30, 2004
Basic net income per common share

Effect of dilutive securities
Assumed exercise of dilutive stock
options

Diluted net income per common share

3,419,900

90
3,419,990

3,312,441

760

3,313,201

¥0524,460

¥0524,460

¥0584,038

¥0584,038

$00,1.59

$00,1.59

¥00,153.36

¥00,153.35

¥00,176.32

¥00,176.28

Certain stock options were not included in the computation of diluted net income per common share for
the six-month periods ended September 30, 2003 and 2004 because the options’ exercise prices were
greater than the average market price per common share during the periods.

The following table shows Toyota’s net assets per share as of March 31, 2004 and September 30, 2004.
Net assets per share amounts are calculated as dividing net assets’ amount at the end of each period by
the number of shares issued and outstanding, excluding treasury stock at the end of corresponding
period.
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Yen in  Thousands U.S. 
millions of shares Yen dollars

Shares issued and 
outstanding at the Net assets Net assets

Net assets end of the period per share per share

As of March 31, 2004
Net assets per common share
As of September 30, 2004
Net assets per common share

3,329,921

3,281,975

¥08,178,567

8,542,076 $0,023.44

¥02,456.08

2,602.72




