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Cautionary Statement Regar ding Forward-L ooking Statements

Certain statements included herein constitute “forward-looking statements” within the meaning of the Private Securities Litigation
Reform Act of 1995 that involve a number of risks and uncertainties. Certain such forward-looking statements can be identified by the
use of forward-looking terminology such as “believes,” “expects,” “may,” “will,” “should,” “seeks,” “scheduled,” or “anticipates’ or
similar expressions or the negative thereof or other variations thereof or comparable terminology, or by discussions of strategy, plans,
or intentions. In addition, all information included herein with respect to projected or future results of operations, cash flows, financial
condition, financial performance, or other financial or statistical matters constitute forward-looking statements. Such forward-looking
statements are necessarily dependent on assumptions, data, or methods that may be incorrect or imprecise and that may be incapable
of being realized. The following factors, among others, could cause actual results and other mattersto differ materially from those in
such forward-looking statements:

e declinesin thefinancial condition or performance of Honda Motor Co., Ltd. or the sales of Honda or Acura products;
e changesin economic and general business conditions;
e fluctuationsin interest rates and currency exchange rates,

e thefailure of our customers, dealers or counterparties in the financial industry to meet the terms of any contracts with us,
or otherwise fail to perform as agreed;

e our inability to recover the estimated residual value of leased vehicles at the end of their lease terms;
e changes or disruption in our funding sources or access to the capital markets;
e changesin our, or Honda Motor Co., Ltd.’s, credit ratings;

® increasesin competition from other financial institutions seeking to increase their share of financing of Honda and Acura
products;

e changesin laws and regulations, including the result of financial services legislation, and related costs;

e changesin accounting standards;

e afailureor interruption in our operations; and

e asecurity breach or cyber attack.
Additional information regarding these and other risks and uncertainties to which our businessis subject is set forth in “Part I, [tem
1A. Risk Factors’ in this Annual Report on Form 10-K, as such risks and uncertainties may be amended, supplemented or superseded
from time to time by other reports we file with the Securities and Exchange Commission, including subsequent Annual Reports on

Form 10-K and Quarterly Reports on Form 10-Q. We do not intend, and undertake no obligation to, update any forward-looking
information to reflect actual results or future events or circumstances, except as required by applicable law.



PART |

Item 1. Business
Overview

American Honda Finance Corporation (AHFC) is a California corporation that was incorporated on February 6, 1980. Unless
otherwise indicated by the context, all references to the “ Company”, “we”, “us’, and “our” in this report include AHFC and its
consolidated subsidiaries, and referencesto “AHFC” refer solely to American Honda Finance Corporation (excluding its subsidiaries).
AHFC isawholly-owned subsidiary of American Honda Mator Co., Inc. (AHM). Honda Canada Finance Inc. (HCFI) is amajority-
owned subsidiary of AHFC. Noncontrolling interest in HCFI is held by Honda Canada Inc. (HCI), an affiliate. AHM is awholly-
owned subsidiary and HCI is an indirect wholly-owned subsidiary of Honda Motor Co., Ltd. (HMC). AHM and HCI are the sole
authorized distributors of Honda and Acura products, including motor vehicles, parts, and accessoriesin the United States and Canada.

AHFC's principal executive offices are located at 20800 Madrona Avenue, Torrance, California 90503.

We provide various forms of financing in the United States and Canada to purchasers and lessees of Honda and A cura products and
authorized independent dealers of Honda and Acura products. Our primary focus, in collaboration with AHM and HCI, isto provide
support for the sale of Honda and Acura products in the United States and Canada and maintain customer and dealer satisfaction and
loyalty. Our businessis substantially dependent upon the sale of those Honda and Acura products in the United States and Canada and
the percentage of those sales financed by us.

We acquire retail loans, primarily installment sale contracts, and leases made to retail customers of Honda and Acura products and we
offer wholesale flooring and commercial loans to dealers of Honda and Acura products. A small portion of our business also consists
of acquiring financings of non-Honda and non-A cura used automobiles and providing wholesale loans to non-Honda and non-Acura
dealerships.

AHM and HCI sponsor incentive financing programs in the United States and Canada, respectively. These programs offer promotional
rates on loans and |eases to purchasers, lessees, and dealers of Honda and Acura products. AHM or HCI, as applicable, paysus a
subsidy that enables usto realize a market yield on any financing contract we indirectly or directly finance under these programs.

We acquire and offer, as applicable, substantially similar products and services throughout many different regions, provinces, and
territories, subject to local legal restrictions and market conditions. We divide our business segments between our businessin the
United States and in Canada. For additional financial information regarding our operations by business segment, see Note 15—
Segment Information of Notesto Consolidated Financial Satements and “Part |1, Item 7. Management’ s Discussion and Analysis of
Financial Condition and Results of Operations—Overview.” In the United States and Canada, we provide our financing products
under the brand names Honda Financial Services and Acura Financial Services.

Public Filings

Our filings with the Securities and Exchange Commission (SEC) may be found by accessing the SEC website at www.sec.gov under
“Company Filings’. The SEC website contains reports, registration statements, and other information regarding issuers that file with
the SEC. The public may obtain additional information by calling the “ SEC Toll-Free Investor Information Service” line at 1-800-
SEC-0330 (1-800-732-0330). A direct link to the SEC website and certain of our filingsis contained on our website located at
www.hondafinancial services.com under “Investor Relations, SEC Filings’. Additionally, we have made available on our website,
without charge, electronic copies of our periodic and current reports that have been filed with the SEC.

Investors and others should note that we announce material financial information using the Investor Relations, SEC Filings section of
our corporate website (http://www.hondafinancial services.com). We use our website and press releases to communicate with our
investors, customers and the general public about our company, our services and other matters. While not al of the information that
we post on our website is of amaterial nature, some information could be material. Therefore, we encourage investors, the media, and
others interested in our company to review the information we post on the Investor Relations, SEC Filings section of our website.
Currently, we do not use any social media channels for purposes of communicating such information to the public. Any changesto our
communication channels will be posted on the investor relations website. We are not incorporating any of the information set forth on
our website into this filing on Form 10-K.



Consumer Financing
Retail Loans

We provide indirect financing to retail customers of Honda and Acura products by acquiring retail loans originated by Honda and
Acuradealers. Retail loans are acquired in accordance with our underwriting standards. See “—Underwriting and Pricing of
Consumer Financing” below for a description of our underwriting process. The products that we finance consist primarily of new and
used Honda and Acura automobiles and Honda motorcycles, power equipment, and marine engines. On alimited basis, we also
finance customer purchases of non-Honda and non-Acura used automobiles. Retail loans may a so include the financing of insurance
products or vehicle service contracts. See “—Vehicle Service Contract Administration” below for more information. The terms of
retail loans originated in the United States generally range from 24 to 72 months while the terms of retail loans originated in Canada
generaly range from 24 to 84 months.

We service dl of the retail loans we acquire. We generally hold a security interest in the products purchased through our retail loans.
Asaresult, if our collection effortsfail to bring a delinquent customer’ s payments current, we generally can repossess the customer’s
vehicle, after satisfying local legal requirements, and sell it at auction. We may waive late payment fees and other fees assessed in the
ordinary course of servicing the retail loans and alow payment deferrals by extending the loan’ s term. See “—Servicing of Consumer
Financing” below for more information.

We require customers that purchase Honda and A cura products through retail loans acquired by us to obtain adequate physical
damage, comprehensive and collision insurance.

Retail Leases

We acquire closed-end vehicle lease contracts between Honda and Acura dealers and their customers primarily for leases of new
Honda and Acura automobiles. On alimited basis, we also acquire contracts for leases of used Honda and Acura automobiles and
Honda motorcycles. In the case of leases originating in the United States, upon our acquisition of such leases, the dealer assigns all of
itsrights, title, and interest in the lease and the automobile to either our wholly-owned subsidiary, Honda Lease Trust (HLT) or its
trustee, HVT, Inc., depending on the applicable state. HLT is a trust established to take assignments of and serve as holder of legal
title to leased automobiles. In the case of |eases originating in Canada, upon our acquisition of such leases, the dealer assigns all of its
rights, title, and interest in the lease and the vehicle to our majority owned subsidiary HCFI.

L eases are acquired in accordance with our underwriting standards. See “—Underwriting and Pricing of Consumer Financing” below
for adescription of our underwriting process. Terms of the leases generally range from 24 to 60 months. We service the leases we
acquire. We may waive late payment fees and other fees assessed in the ordinary course of servicing the leases, extend the lease term,
or offer end-of-lease incentives. See “ —Servicing of Consumer Financing” below for more information.

Contractual residua values of lease vehicles are determined at |ease inception based on expectations of future used vehicle values,
taking into consideration external industry data and our own historical experience. L ease customers have the option at the end of the
lease term to return the vehicle to the dealer or to buy the vehicle at the contractual residual value (or if purchased prior to lease
maturity, for the outstanding contractual balance). Returned lease vehicles can be purchased by the grounding dealer at the contractual
residual value (or if purchased prior to lease maturity, for the outstanding contractual balance) or a market based price. Returned lease
vehicles that are not purchased by the grounding dealer are sold through online and physical auctions. See “—Servicing of Consumer
Financing—Remarketing Center” below.

We require the lessee to obtain insurance with adequate public liability and physical damage coverage for the entire lease term.

Underwriting and Pricing of Consumer Financing

Dealers submit customer credit applications electronically through our online system. In addition, customers are able to submit their
own credit applications for pre-approval directly through our website. If our requirements are met, an application received from a
dealer is approved automatically. Our system is programmed to review application information for purchase policy and legal
compliance. Applications that are not automatically approved are routed to credit buyerslocated in our regional offices, who will
evaluate and make purchase decisions within the framework of our purchase policy and legal requirements.



We utilize our proprietary credit scoring system to evaluate the credit risk of applicants. Factors used by our credit scoring system to
develop acustomer’s credit grade include the term of the contract, the loan or |ease-to-value ratio, the customer’s debt ratios, and
credit bureau attributes, number of trade lines, utilization ratio, and number of credit inquiries. A customer’s credit gradeis
determined only at the time of origination and is not reassessed during the life of the contract. We utilize different scorecards
depending on the type of product we finance and we regularly review and analyze our consumer financing portfolio to evaluate the
effectiveness of our underwriting guidelines, purchasing criteria and scorecard predictability of our customers.

In the United States, AHFC utilizes atiered pricing structure based on customer Fair Isaac Corporation/FICO scores. In Canada, HCFI
has a single tiered pricing structure.

Servicing of Consumer Financing

We have eight regional officesin the United States that are responsible for the acquisition, servicing, collection, and customer service
activities related to our automobile retail loans and leases. These offices are located in California, Texas, Massachusetts, Illinois,
North Carolina, Delaware, and Georgia. We also have one office in Georgiathat is responsible for the underwriting of motorcycle,
power equipment, and marine engine loans, customer service related to those contracts and collection efforts for past due accounts on
anational basis.

In addition to our servicing regions, we have centralized certain operational functions in the United States relating to our automobile
retail loans and leases at the National Service Center located in Texas, which contains our National Processing Center, L ease Maturity
Center, Remarketing Center, and Recovery and Bankruptcy Center, which are described below:

e National Processing Center. The National Processing Center is responsible for processing customer payments that cannot
be processed through our automated servicing system, providing service to our Regional Offices and other services.

e | ease Maturity Center. Lease accounts are transferred from our regional offices to the Lease Maturity Center six months
prior to the end of the lease term. The Lease Maturity Center assumes responsibility for servicing the lease from this time,
including providing the leaseholder with end of term options, responding to customer service issues and coordinating end
of term vehicle inspections. Once a vehicle isreturned to us, the Lease Maturity Center transfers the account to the
Remarketing Center to arrange for the disposition of the vehicle.

e Remarketing Center. The Remarketing Center oversees the disposition of vehicles returned at the end of leases and after
repossession. In order to minimize losses at |ease maturity, we have developed remarketing strategies to maximize
proceeds and minimize disposition costs on vehicles sold at |ease termination. We use various channels to sell vehicles
returned at lease end, including adealer direct, on-line program referred to as the Vehicle Inter-Dealer Purchase System
(VIPS) and physical auctions. The goal of our VIPS program is to increase dealer purchases of off-lease vehicles thereby
reducing our disposition costs of such vehicles. Through VIPS, the dealer accepting return of the leased vehicle (also
referred to as the grounding dealer) initially has the exclusive right to purchase the vehicle at the contractual residual
value or a market based price. If the vehicleis not purchased by the grounding dealer, it then becomes available to Honda
and Acura vehicle dealers through the VIPS online auction. If the vehicleis not sold to aHonda or Acura dealer, the
auction is opened to any dealer. Off-lease vehicles that are not purchased through a VIPS auction and all repossessed
vehicles are sold at physical auction sites throughout the United States. When deemed necessary, we recondition used
vehicles prior to salein order to enhance the vehicle values at auction. Additionally, vehicles to be sold at public auctions
may be relocated in accordance with our goal to minimize oversupply at any given location and maximize sales proceeds.

e Recovery and Bankruptcy Center. The Recovery and Bankruptcy Center is responsible for collecting the deficiency
balances of charged-off accounts through the use of outside collection agencies, locating and securing the collateral of
charged-off accounts, and collecting lease end of term fees. Consumer financing contracts are transferred from our
regional officesto the Recovery and Bankruptcy Center after charge-off which occurs when they become 120 days
contractually past due, payments due are no longer expected to be received, or the underlying product is sold or has been
held in unsold repossessed inventory for 90 days, whichever occurs first. In addition, accounts subject to bankruptcy
proceedings are assigned to the Recovery and Bankruptcy Center for tracking, monitoring and handling through the life of
the loan or until the related customer is discharged from bankruptcy. If the customer is discharged or dismissed from
bankruptcy, the account will return to the original regional office for servicing.

In Canada, we have two regional offices that are responsible for acquisition, servicing, collection, and customer service activities
related to our retail loans and leases. These offices are located in Quebec and Ontario. Similar to our United States operations, in
addition to our servicing regions, we have centralized certain operational functions for our Canadian retail loans and leases. These
centralized functions are located in Ontario and include our Customer Retention Centre, Recovery Centre, Collections Centre,
Customer Service Centre, and Auctions/Remarketing Centre. The services provided by these centralized functions are comparable to
the services provided by our National Service Center in the United States.
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Recovery Policies and Procedures

We use an account servicing system and an automated dialer system that prioritize collection efforts, generate past due notices, and
signal our collections personnel to make tel ephone contact with delinquent customers. For the purpose of determining whether aretail
loan or lease is delinquent, payment is generally considered to have been made upon receipt of 90% of the sum of the current monthly
payment due plus any overdue monthly payments.

If necessary, repossession action is taken through the use of bonded and licensed repossession agencies. Subject to a state’ s recording,
filing, and notice requirements, or other laws, we are generally permitted by applicable state law to repossess automobiles or
motorcycles upon default by the related customer. We typically decide whether or not to repossess a vehicle when the account is 45 to
60 or more days past due, subject to the laws and regulations governing repossession in the state where the automobile or motorcycle
islocated.

I ncentive Financing Programs for Retail Loans and Leases

AHM and HCI sponsor incentive financing programs in the United States and Canada, respectively. These programs offer promotional
rates on retail loans and leases to purchasers and lessees of Honda and Acura products. AHM or HCI, as applicable, pays us a subsidy
that enables usto realize amarket yield on any financing contract we indirectly finance under these programs. Market yield is based
on, among other things, the credit quality of the customer and the length of the contract. Subsidy payments received on retail loans and
leases are deferred and recognized as revenue over the term of the related contracts. The volume of incentive financing programs
sponsored by AHM and HCI and the allocation of those programs between retail 1oans and leases may vary from fiscal period to fiscal
period depending upon the respective marketing strategies of AHM and HCI. AHM and HCI’ s marketing strategies are based in part
on their business planning, in which we do not participate. Therefore, we cannot predict the level of incentive financing programs
AHM and HCI may sponsor in the future. See “Part |1, Item 7. Management’ s Discussion and Analysis of Financial Condition and
Results of Operations—Overview.”

Honda Aviation Financing

Honda Aviation Finance Company LLC, awholly-owned subsidiary of AHFC, provides financing and account servicing for
customers of Honda Aircraft Company LLC, asubsidiary of AHM, in the United States. Customers submit a credit application and if
our underwriting policies and legal requirements are met, the retail loan is approved.

Dealer Financing
Wholesale Flooring Loans

We provide wholesal e flooring loans to dealers of Honda and A cura automabiles and Honda motorcycles, power equipment, and
marine engines through our Dealer Financial Services (DFS) business unit. In the United States, wholesale flooring loans are also
provided on alimited basis to non-Honda and non-Acura automobile deal erships whose ownership is directly affiliated with a Honda
and/or Acura dealership or to multi-brand dealer organizations.

Wholesale flooring financing is available primarily through revolving lines of credit and may only be used by dealers to finance the
purchase of inventory. AHFC will finance new automobiles and motorcycles up to 100% of the dealer invoice price and used
automobiles and motorcycles up to 80% of the applicable market value determined in accordance with industry pricing guidesin the
United States. HCFI will finance new automobiles and motorcycles up to 100% of the dealer invoice price and used automobiles and
motorcycles up to the current market value determined in accordance with industry pricing guidesin Canada. Dealers pay avariable
interest rate on wholesale flooring loans. Wholesale flooring loans must be prepaid at specified intervals and increments and generally
must be paid in full upon the sale of the product, although a grace period of three to seven days for payment may be provided to
dealers. AHM and HCI sponsor incentive financing programs in the United States and Canada, respectively, to Honda and Acura
dealers approved for wholesal e flooring loans.

In establishing awholesale flooring loan, we conduct a comprehensive review of the dealership, including areview of its business
operations and management, any credit reports, financial statements, tax returns, bank references, and/or other available historical
credit information and a review of the personal financia statements of the dealership’sindividual owner(s). Thisdatais organized into
an electronic scorecard which supports our determination of whether we will provide awholesale flooring loan and, if so, the amount
of the loan and the interest rate. Once a wholesale flooring loan has been approved, we maintain an ongoing review process of the
dealerships we finance. We typically use athird party to perform random periodic on-site physical inspections of financed dealership
inventory at afrequency determined by the dealership’ s scorecard and financial performance. Monitoring activities are performed
more frequently for deal erships with higher levels of credit risk.



We seek to retain a purchase money security interest in all products that are financed pursuant to wholesale flooring loan agreements
we enter into with dealers. In addition, we generally secure wholesale flooring loans with liens on the dealership’s other assets and
obtain a personal guarantee from dealership owners, as well as corporate guarantees from, or on behalf of, dealership owner(s)’ other
dealerships. Although the loans are typically collateralized or guaranteed, the value of the underlying collateral or guarantees may not
be sufficient to cover our exposure under such agreements. We require deal erships to maintain insurance on al inventory, including
peril coverage for flood, hail, wind, false pretense, liability, earthquake, vandalism, and other risks.

In the event of a default on awholesale flooring loan, we may repossess the financed product and sell the repossessed assets and seek
other available legal remedies pursuant to the related wholesale flooring loan agreement and related guarantees consistent with
commercially accepted practices and applicable laws. After the sale of a financed product to consumers in the ordinary course of
business, we have no right to recover the product and are limited to the remedies under our wholesal e flooring |oan agreement with the
dealer. Additionally, we have entered into agreements with AHM and HCI that provide for their repurchase, at the outstanding
financed amount, of new, unused, undamaged, and unregistered vehicle or equipment that have been repossessed from dealers who
defaulted under the terms of its wholesal e flooring agreement.

A wholesale flooring loan is considered delinquent when any payment is contractually past due. Depending on adealer’slevel of
credit risk, adealer may be given a grace period of three to seven days to make payments. Collection efforts are initiated through the
use of our staff. We file replevin actions, send past due notices, enter into forbearance agreements, and renegotiate contracts with
delinquent dedlers. If we determine adealer cannot meet the obligations under its wholesale flooring loan agreement, legal action may
commence. Subject to recording, filing and notice requirements of state, provincial or other laws we are generally permitted by the
applicable laws to repossess the underlying collateral that have not been sold to a buyer in the ordinary course of business.

In the United States, wholesale flooring loans are serviced at AHFC' s regional officesin California, Texas, Massachusetts, Illinois,
North Carolina, Delaware, and Georgia. In Canada, wholesale flooring loans are serviced at HCFI' s headquartersin Ontario.

Commercial Loans

We provide commercial loans to Honda and Acura automobile dealers through our DFS business unit. This commercial financing is
available primarily through term loans and are used primarily for financing dealership property, equipment, construction, facility
improvements, and working capital. Dealers generally pay avariable interest rate on commercial loans in the United States. In
Canada, dedlers pay both fixed rates and variable rates on commercial loans.

In establishing acommercial loan, we conduct a comprehensive review of the dealership, including areview of its business operations
and management, appraisals of dealership property, credit reports, financial statements, tax returns, bank references, and/or other
available historical credit information and areview of the personal financial statements of the dealership’sindividual owner(s). Once
the loan has been approved, we maintain an ongoing review process of the dealership we finance, which we believe is consistent with
industry practices.

Commercial loans are generally secured by the associated properties, inventory, and other dealership assets. In addition, we generally
obtain a personal guarantee from dealership owners, aswell as corporate guarantees from, or on behalf of, dealership individual
owner(s)’ other dealerships. Although our commercial loans are typically collateralized or guaranteed, the value of the underlying
collateral or guarantees may not be sufficient to cover our exposure. Commercial loans are considered delinquent when any payment
is contractually past due.

In the United States, commercial loans are serviced at AHFC' s headquartersin California. In Canada, commercial |oans are serviced
at HCFI’ s headquarters in Ontario.

Competition

The automobile financing industry in the United States and Canada is very competitive. Providers of vehicle and similar product
financing have traditionally competed on the basis of interest rates charged, the quality of credit accepted, the flexibility of loan terms
offered, the quality of service provided to dealers and customers, and the strength of dealer relationships.

National and regional commercial banks, credit unions, savings and loan associations, finance companies, and other captive finance
companies provide consumer financing for new and used Honda and Acura products. Commercia banks, finance companies, and
captive finance companies of other manufacturers also provide inventory financing for Honda and Acura dealers. Our primary
competition in the wholesale motorcycle, power equipment, and marine engine financing business tends to be local banks and
speciaty finance firms that are familiar with the particular characteristics of these businesses. In Canada, commercial banks are strong
competitors in the automobile consumer financing business.



Relationshipswith HM C and Other Affiliates
The following is adescription of certain relationships with HMC and other affiliates.

HMC and AHFC Keep Well Agreement
HMC and AHFC are parties to a keep well agreement (the HMC-AHFC Agreement), which became effective on September 9, 2005.

Under the terms of the HMC-AHFC Agreement, HMC has agreed to:

e ownand hold, at all times, directly or indirectly, at least 80% of AHFC' s issued and outstanding shares of voting stock
and not pledge, directly or indirectly, encumber, or otherwise dispose of any such shares or permit any of HMC's
subsidiaries to do so, except to HMC or wholly-owned subsidiaries of HMC;

e cause AHFC to, on the last day of each of AHFC' sfiscal years, have a positive consolidated tangible net worth (with
“tangible net worth” for purposes of this discussion of the HM C-AHFC Agreement understood to mean (a) shareholders
equity less (b) any intangible assets, as determined in accordance with U.S. generally accepted accounting principles
(GAAP)); and

e ensurethat, at al times, AHFC has sufficient liquidity and funds to meet its payment obligations under any Debt (with
“Debt” for purposes of this discussion of the HMC-AHFC Agreement defined as AHFC’ s debt for borrowed money that
HMC has confirmed in writing is covered by the HMC-AHFC Agreement) in accordance with the terms of such Debt, or
where necessary, HMC will make availableto AHFC, or HMC will procure for AHFC, sufficient funds to enable AHFC
to pay its Debt in accordance with its terms.

The HMC-AHFC Agreement is not a guarantee by HMC of any Debt or other obligation, indebtedness, or liability of any kind of
AHFC.

The HMC-AHFC Agreement includes AHFC' s agreement that it will use any funds made available to it by HMC thereunder solely for
fulfilling AHFC' s payment obligations in respect of Debt. Any claims of HMC arising from any provisions of fundsto AHFC by
HMC shall be subordinated to the claims of all holders of Debt with respect to such Debt, whether or not such claims exist at the time
such funds are made available to AHFC, and HMC will not demand payment of such claims from AHFC unless and until all
outstanding Debt has been paid in full.

HMC or AHFC may each terminate the HM C-AHFC Agreement upon giving to the other party 30 days' prior written notice and the
HMC-AHFC Agreement may be modified or amended only by the written agreement of HMC and AHFC and upon 30 days’ prior
written notice to each rating agency rating any covered Debt. However, such termination, modification, or amendment will not be
effective with respect to any Debt outstanding at the time of such termination, modification, or amendment unless: (i) such
termination, modification, or amendment is permitted under the documentation governing such Debt, (ii) all affected holders of such
Debt (or, in the case of Debt incurred pursuant to documentation that permits the HM C-AHFC Agreement to be terminated, modified,
or amended with the consent of less than all of the holders of such Debt, the requisite holders of such Debt) otherwise consent in
writing, or (iii) with respect to Debt that is rated by one or more rating agencies at the request of HMC or AHFC, each such rating
agency confirmsin writing that the rating assigned to such Debt will not be withdrawn or reduced because of the proposed action.

An amendment, modification, or termination of the HMC-AHFC Agreement (except as permitted by itsterms) would constitute an
event of default under certain of AHFC' s Debt and failure by HMC to meet its obligations under the HM C-AHFC Agreement would
constitute an event of default under such Debt if the failure continued for 30 days and was continuing at the time the default was
declared.

Under itsterms, the HMC-AHFC Agreement is not enforceable against HMC by anyone other than: (i) AHFC or (ii) if any caseis
commenced under the United States Bankruptcy Code (11 USC 88101 et seg.), or any successor statutory provisions, or the
Bankruptcy Code, in respect of AHFC, the debtor in possession or trustee appointed by the court having jurisdiction over such
proceeding. In the event of (1) abreach by HMC in performing a provision of the HMC-AHFC Agreement and (2) the commencement
of such a case under the Bankruptcy Code in respect of AHFC while any Debt is outstanding, the remedies of a holder of Debt shall
include the right, if no proceeding in respect of AHFC has already been commenced in such case, to file a petition in respect of AHFC
thereunder with a view to the debtor in possession, or the trustee appointed by the court having jurisdiction over such proceeding,
pursuing AHFC' s rights under the HMC-AHFC Agreement against HMC. However, al holders of outstanding Debt may (i) demand
inwriting that AHFC enforce its rights under the HM C-AHFC Agreement and (ii) proceed directly against HMC to enforce
compliance by HMC with its obligations under the HMC-AHFC Agreement if AHFC fails or refuses to take action to enforce its
rights under that agreement within 30 days following AHFC' s receipt of demand for such enforcement by such holder.



The HMC-AHFC Agreement is governed by and construed in accordance with the laws of the State of New Y ork.

HMC and HCFI Keep Well Agreement
HMC and HCFI are parties to a keep well agreement (the HMC-HCFI Agreement), which became effective on September 26, 2005.

Under the terms of the HMC-HCFI Agreement, HMC has agreed to:

e ownand hold, at all times, directly or indirectly, at least 80% of HCFI' s issued and outstanding shares of voting stock and
not pledge, directly or indirectly, encumber, or otherwise dispose of any such shares or permit any of HMC'’ s subsidiaries
to do so, except to HMC or wholly-owned subsidiaries of HMC;

e cause HCFI to, on the last day of each of HCFI' s fiscal years, have a positive consolidated tangible net worth (with
“tangible net worth” for purposes of this discussion of the HMC-HCFI Agreement understood to mean (&) shareholders
equity less (b) any intangible assets, as determined in accordance with generally accepted accounting principlesin
Canada); and

e ensurethat, at all times, HCFI has sufficient liquidity and funds to meet its payment obligations under any Debt (with
“Debt” for purposes of this discussion of the HMC-HCFI Agreement defined as HCFI’ s debt for borrowed money that
HMC has confirmed in writing is covered by the HMC-HCFI Agreement) in accordance with the terms of such Debt, or
where necessary, HMC will make available to HCFI, or HMC will procure for HCFI, sufficient funds to enable HCFI to
pay its Debt in accordance with its terms.

The HMC-HCFI Agreement is not a guarantee by HMC of any Debt or other obligation, indebtedness, or liability of any kind of
HCFI.

The HMC-HCFI Agreement includes HCFI' s agreement that it will use any funds made available to it by HM C thereunder solely for
the purposes of fulfilling HCFI' s payment obligations in respect of Debt. Any claims of HMC arising from any provisions of funds to
HCFI by HMC shall be subordinated to the claims of al holders of Debt with respect to such Debt, whether or not such claims exist at
the time such funds are made available to HCFI, and HM C will not demand payment of such claims from HCFI unless and until al
outstanding Debt has been paid in full.

HMC or HCFI may each terminate the HMC-HCFI Agreement upon giving to the other party 30 days' prior written notice and the
HMC-HCFI Agreement may be modified or amended only by the written agreement of HMC and HCFI and upon 30 days' prior
written notice to each rating agency rating any covered Debt. However, such termination, modification, or amendment will not be
effective with respect to any Debt outstanding at the time of such termination, modification, or amendment unless: (i) such
termination, modification, or amendment is permitted under the documentation governing such Debt, (ii) all affected holders of such
Debt (or, in the case of Debt incurred pursuant to documentation that permits the HM C-HCFI Agreement to be terminated, modified,
or amended with the consent of less than all of the holders of such Debt, the requisite holders of such Debt) otherwise consent in
writing, or (iii) with respect to Debt that is rated by one or more rating agencies at the request of HMC or HCFI, each such rating
agency confirmsin writing that the rating assigned to such Debt will not be withdrawn or reduced because of the proposed action.

An amendment, modification, or termination of the HMC-HCFI Agreement (except as permitted by its terms) would constitute an
event of default under certain of HCFI's Debt and failure by HM C to meet its obligations under the HM C-HCFI Agreement would
constitute an event of default under such Debt if the failure continued for 30 days and was continuing at the time the default was
declared.

Under itsterms, the HMC-HCFI Agreement is not enforceable against HM C by anyone other than: (i) HCFI or (ii) if any caseis
commenced under the Canadian Bankruptcy and Insolvency Act, the Canadian Companies Creditors Arrangement Act, or the
Canadian Winding Up and Restructuring Act by or against HCFI, the debtor in possession or trustee or receiver appointed by the court
having jurisdiction over such proceeding. In the event of (1) a breach by HMC in performing a provision of the HMC-HCFI
Agreement and (2) the insolvency of HCFI while any Debt is outstanding, the remedies of a holder of Debt shall include theright, if
no proceeding in respect of HCFI has already been commenced in such proceeding, to file an application in respect of HCFI for the
appointment of atrustee or receiver by the court having jurisdiction over such proceeding in order to pursue HFCI’ s rights under the
HMC-HCFI Agreement against HMC. However, all holders of outstanding Debt may (i) demand in writing that HCFI enforceits
rights under the HMC-HCFI Agreement and (ii) proceed directly against HMC to enforce compliance by HMC with its obligations
under the HMC-HCFI Agreement if HCFI fails or refuses to take action to enforce its rights under that agreement within 30 days
following HCFI’ s receipt of demand for such enforcement by such holder.

The HMC-HCFI Agreement is governed by and construed in accordance with the laws of the State of New Y ork.



I ncentive Financing Programs

AHM and HCI sponsor incentive financing programs in the United States and Canada, respectively. These programs offer promotional
rates on loans and |eases to purchasers, lessees, and dealers of Honda and Acura products. AHM or HCI, as applicable, paysus a
subsidy that enables usto realize a market yield on any financing contract we indirectly or directly finance under these programs.
These subsidy payments supplement the revenues on our financing products offered under our incentive financing programs. See “—
Consumer Financing—Incentive Financing Programs for Retail Loans and Leases’ above for more information.

Related Party Debt

AHFC issues fixed rate short-term notes to AHM to fund AHFC' s general corporate operations. As of March 31, 2017, AHFC had no
outstanding notes issued to AHM. HCFI issues fixed rate short-term notes to HCI to fund HCFI’ s general corporate operations. See
Note 4—Debt of Notesto Consolidated Financial Satements for further information regarding our related party debt.

Vehicle Service Contract Administration

Our Consumer Assurance Products and Service Group is responsible for the administration of vehicle service contracts issued by
AHM and American Honda Protection Products Corporation (AHPPC), awholly-owned subsidiary of AHM. HCFI performs
marketing services for vehicle service contracts issued by HCI. We receive fees to perform administrative and marketing services for
AHM, AHPPC, or HCI, as applicable.

A vehicle service contract is a contractual agreement between the deal er, manufacturer or an independent third party, and the dealer’s
customer. The contract provides for certain repairs, mechanical breakdown coverage, roadside assistance, and/or oil changes for the
customer’s new or used automobile. A vehicle service contract can be obtained on both Honda and A cura automobiles.

As the administrator, we approve claims and provide customer service to purchasers of vehicle service contracts. We do not provide
the maintenance or roadside assistance provided by the vehicle service contracts.

Shared Services

Honda North America, Inc. (HNA), awholly-owned subsidiary of HMC, provides servicesto Honda s North American operations.
HNA provides us with information technology, legal, internal audit, and other services pursuant to a shared services agreement. HNA
is paid a compensation fee for these services.

In Canada, we also share certain common expenditures with HCI, including professional services, data processing services, insurance
policies, software development and facilities.

Benefit Plans

Our employees participate in various employee benefit plans that are sponsored by AHM and HCI, respectively. Refer to Note 8—
Benefit Plans of Notes to Consolidated Financial Satements for additional information about employee benefit plans.

I ncome taxes

AHFC and its United States subsidiaries are included in the consolidated United States federal income tax returns of AHM and many
consolidated or combined state and local income tax returns of AHM. In some cases, AHFC and its United States subsidiaries file tax
returns separately as required by certain state and local jurisdictions. AHFC and its United States subsidiaries pay for their share of the
consolidated or combined income tax on amodified separate return basis pursuant to an intercompany tax allocation agreement with
AHM. AHFC and its applicable United States subsidiaries file a separate Californiareturn based on California s worldwide income
and apportionment rules. To the extent AHFC and its United States subsidiaries have taxable lossesin AHM'’ s consolidated federal
and consolidated or combined state and local tax returns, AHM reimburses AHFC and its United States subsidiaries, as applicable, to
the extent the losses are utilized by AHM or another member of the consolidated or combined group under the terms of the
intercompany tax allocation agreement. All but an insignificant amount of the federal and state taxes payable or receivable shown on
the consolidated balance sheets are due to or from AHM, pursuant to the intercompany tax allocation agreement.

Our Canadian subsidiary, HCFI, files Canadian federal and provincial income tax returns based on the separate legal entity financial
statements. HCFI does not file federal, state or local income tax returnsin the United States. Consequently, HCFI does not participate
in the intercompany tax allocation agreement that AHFC and its United States subsidiaries have with AHM.



Refer to Note 7—Income Taxes of Notes to Consolidated Financial Satements for additional information about income taxes.

Repurchase Agreements

We have entered into agreements with AHM and HCI that provide for their repurchase, at the outstanding financed amount, of new,
unused, undamaged, and unregistered vehicles or equipment that have been repossessed from deal ers who defaulted under the terms of
itswholesale flooring agreement.

Geographic Concentration

Asof March 31, 2017, for the outstanding retail 1oans and leases we acquired in the United States, approximately 17% and 10% were
from customersresiding in Californiaand New Y ork, respectively. Any material adverse changes to the economies or applicable laws
in a given state could have a material adverse effect on our financial condition and results of operations.

Seasonality

We are subject to seasonal variationsin credit losses, which are historically higher in the first and fourth quarters of the calendar year.
This seasonality does not have a significant impact on our results of operations.

Employee Relations

At March 31, 2017, we had 1,425 employees. We consider our employee relations to be satisfactory. We are not subject to any
collective bargaining agreements with our employees.

Governmental Regulations

Our consumer financing and dealer financing operations are subject to regulation, supervision, and licensing under various United
States, Canadian, state, provincial, and local statutes, ordinances and regulations. In recent years, regulators have increased their focus
on the regulation of the financial servicesindustry and consumer financing in particular. As aresult, there have been and may continue
to be proposals for laws and regulations that could increase the scope and nature of laws and regulations that are currently applicable
to us. We actively monitor proposed changes to relevant legal and regulatory requirementsin order to maintain our compliance. The
cost of our ongoing compliance efforts in our consumer financing and dealer financing operations has not had a material adverse effect
on our results of operations, cash flows, or financial condition to date, although future compliance efforts may have such an effect.

United States

Our consumer financing operations in the United States are regulated under both federal and state laws, including consumer protection
statutes and related regulations.

Federal Regulation

We are subject to extensive federal regulation, including the regulations discussed below. These laws, in part, require usto provide
certain disclosures prior to and throughout the duration of consumer retail and lease financing transactions and prohibit certain credit
and collection practices.

e TheTruthin Lending Act and the Consumer Leasing Act place disclosure and substantive transaction restrictions on
consumer credit and leasing transactions.

e TheEqua Credit Opportunity Act is designed to prevent discrimination on the basis of certain protected classesin any
aspect of a credit transaction, requires the distribution of specified credit decision notices and limits the information that
may be requested and considered in a credit transaction.

e TheFair Credit Reporting Act imposes restrictions and requirements regarding our use and sharing of credit reports, the
reporting of data to credit reporting agencies, credit decision notices, the accuracy and integrity of information reported to
the credit reporting agencies, consumer dispute handling procedures, and identity theft prevention requirements.

e  The Gramm-Leach-Bliley Act requires certain communications periodically with consumers on privacy matters, restricts
the disclosure of nonpublic personal information about consumers by financial institutions and prohibits the sharing of
account number information for certain marketing purposes.



e The Servicemembers Civil Relief Act isfederal legislation that provides special protection to certain customersin military
service and is designed to protect military personnel from personal hardship or loss resulting from financial obligations
whilein service.

e TheRight to Financia Privacy Act restricts the disclosure of customers' financial records to federal government agencies.

e  The Telephone Consumer Protection Act governs communication methods that may be used to contact consumers and
among other things, prohibits the use of automated dialersto call cellular telephones without consent of the consumer.

The Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act), which was enacted in 2010, has broad
implications for the financial services industries, including automotive financing, securitizations and derivatives, and requires the
development, adoption, and implementation of many regulations which will impact the offering, marketing, and regulation of
consumer financial products and services offered by financial institutions. Agencies have issued rules establishing a comprehensive
framework for the regulation of derivatives, providing for the regulation of non-bank financial institutions that pose systemic risk, and
requiring sponsors of asset-backed securitiesto retain an ownership stake in securitization transactions. Although we have analyzed
these and other rulemakings, the absence of final rulesin some cases and the complexity of some of the proposed rules make it
difficult for us to estimate the financial, compliance and operational impacts.

The Dodd-Frank Act created the Consumer Financial Protection Bureau (CFPB), which has broad rule-making, examination and
enforcement authority with respect to the laws and regulations that apply to consumer financial products and services. The CFPB has
supervisory, examination and enforcement authority over certain non-depository institutions, including those entities that are larger
participants of a market for consumer financial products or services, as defined by rule. We are subject to the CFPB’ s supervisory
authority with respect to our compliance with applicable consumer protection laws.

Sate Regulation

We are also subject to laws and regulations that vary among the states. A majority of states have enacted legislation establishing
licensing requirements to conduct consumer financing activities. We are also periodically subject to state audits and inquiries which
monitor our compliance with consumer and other regulations.

State rules and regulations generally include requirements as to the form and content of finance contracts and limitations on the
maximum rate of consumer finance charges, including interest rate. In periods of high interest rates, interest rate limitations could
have an adverse effect on our operations if we are unable to pass on our increased costs to our customers or dealers. State rules and
regulations also restrict collection practices and creditor’ s rights regarding our consumer accounts.

Canada

The consumer financing and dealer financing operations of HCFI are regulated under both Canadian federal and provincial law.
Management believes that HCFI is in compliance with the applicable statutes and regulations of the federal government of Canada, its
jurisdiction of incorporation, as well as applicable provincial statutes and regulations.

Item 1A. Risk Factors

We are exposed to certain risks and uncertainties that could have a material adverse effect on our business, results of operations, cash
flows, financial condition, or on our ability to service our indebtedness. There may be additional risks and uncertainties (either
currently unknown or not currently believed to be material) that could have a material adverse effect on our business, results of
operations, cash flows, financial condition, or on our ability to service our indebtedness.
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Risks Relating To Our Business

Our results of operations, cash flows, and financial condition are substantially dependent upon HMC and the sale of Honda and
Acura products and any declinein the financial condition of HMC or the sales of Honda and Acura products could have a
materially unfavorable impact on our financial condition, cash flows, and results of operations.

Our results of operations, cash flows, and financial condition are substantially dependent upon the sale of Honda and Acura products
in the United States and Canada. Any prolonged reduction or suspension of HMC' s production or sales of Honda or Acura productsin
the United States or Canada resulting from a decline in demand, a change in consumer preferences, a decline in the actual or perceived
quality, safety, or reliability of Honda and Acura products, a reduction of incentive financing programs, volatility in fuel prices,
sustained economic stagnation or the occurrence of arecession, afinancia crisis, awork stoppage, governmental action, including a
change in regulation, trade policies, adverse publicity, arecall, awar, a use of force by foreign countries, aterrorist attack, a
multinational conflict, anatural disaster, an epidemic, or similar events could have a substantially unfavorable effect on us.

The production and sale of HMC'’ s products will depend significantly on HMC' s ability to continue its capital expenditure and product
development programs and to market its vehicles successfully. This ability is subject to several risks, including:

e any prolonged reduction or suspension of production or sales as discussed above;

e discovery of defectsin vehicleswhich could lead to recall campaigns and suspended sales;

e volatility in the price of automobiles, motorcycles, power equipment and marine products;

e currency and interest rate fluctuation affecting pricing of products sold and materials purchased and any derivative
financial instruments used to hedge against these risks;

e extensive environmental and government regulation of the automotive, motorcycle, and power product industries;

e theinability to protect and preserveits valuable intellectual property;

e |egal proceedings, which could adversely affect business, financial condition, cash flows, or results of operations;

e reliance on external suppliersfor the provision of raw materials and parts used in the manufacturing of its products;

e increased costs from conducting business worldwide;

e inadvertent disclosures of confidential information despite internal controls and procedures; and

® pension costs and benefit obligations.
Additionally, our credit ratings depend, in large part, on the existence of the keep well agreements with HMC and on the financial
condition and results of operations of HMC. If these arrangements (or replacement arrangements acceptable to the rating agencies, if

any) become unavailable to us, or if acredit rating of HMC islowered, our credit ratings will also likely be adversely impacted,
leading to higher borrowing costs.

Because our operations are heavily dependent on retail sales of motor vehicles and other retail products, a declinein general
business and economic conditions can have a significant adverse impact on our results of operations, cash flows, and financial
condition.

Because our operations are heavily dependent on retail sales of motor vehicles and other retail products, general business and
economic conditions have a significant impact on our operations. In particular, changesin the following events can adversely affect
our results of operations, cash flows, and financial condition:

e changesin the United States or Canadian economies,

e changesin the overall market for consumer financing or dealer financing;
e changesin the United States and Canadian regulatory environment;

e adeclinein the new or used vehicle market;

e increased fuel prices;

e inflation; and

e thefiscal and monetary policiesin the countriesin which we issue debt.
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Elevated levels of market disruption and volatility could adversely affect our ability to access the global capital marketsin asimilar
manner and at asimilar cost as we have had in the past. These market conditions could also have an adverse effect on our results of
operations, cash flows, and financial condition by diminishing the value of financial assets. If, as aresult, we increase the rates we
charge to our customers and deal ers, our competitive position could be negatively affected.

Additionally, the United States and Canada have experienced periods of economic slowdown and a recession. These periods have
been accompanied by decreases in consumer demand for automobiles and other products. High unemployment, decreases in home
values, and lack of availability of credit may lead to increased default rates. Significant increasesin the inventory of used automobiles
during periods of economic recession may a so depress the prices at which returned or repossessed automobiles may be sold or delay
the timing of these sales. Dealers may also be affected by an economic slowdown or recession, which in turn may increase the risk of
default of certain dealers within our wholesale flooring and commercial financing portfolios.

Fluctuationsin interest rates could have an adverse impact on our results of operations, cash flows, and financial condition.

Our results of operations, cash flows, and financial condition could be adversely affected during any period of changing interest rates,
possibly to amaterial degree. Interest rate risks arise from the mismatch between assets and the related liabilities used for funding. We
have entered into contracts to provide consumer financing, dealer financing, incentive financing, originations and servicing, all of
which are exposed, in varying degrees, to changes in value due to movements in interest rates. Further, an increase in interest rates
could increase our costs of providing dealer and consumer financing originations, which could, in turn, adversely affect our financing
volumes because financing can be less attractive to our dealers and customers and qualifying for financing may be more difficult.

We monitor the interest rate environment and enter into various financial instruments, including interest rate and basis swaps, to
manage our exposure to the risk of interest rate fluctuations. However, our hedging strategies may not fully mitigate the impact of
changes in interest rates. Further, these instruments contain an element of risk in the event the counterparties are unable to meet the
terms of the agreements. See “—The failure or commercial soundness of our counterparties and other financial institutions may have
an adverse effect on our results of operations, cash flows, or financial condition” below.

Our results of operations, cash flows, and financial condition may be adversely affected because of currency risk.

Currency risk or exchange rate risk refers to potential changes of value of financial assets, including Canadian dollar denominated
finance receivables, foreign currency denominated debt or derivatives used to manage exposure on foreign currency denominated debt
in response to fluctuations in exchange rates of various currencies. Changes in exchange rates can have adverse effects on our results
of operations, cash flows, and financial condition.

We monitor the exchange rate environment and enter into various financial instruments, including currency swap agreements, to
manage our exposure to the risk of exchange rate fluctuations. However, our hedging strategies may not fully mitigate the impact of
changes in exchange rates. Further, these instruments contain an element of risk in the event the counterparties are unable to meet the
terms of the agreements. See “—The failure or commercial soundness of our counterparties and other financial institutions may have
an adver se effect on our results of operations, cash flows, or financial condition” below.

We need substantial capital to finance our operations and a disruption in our funding sources and access to the capital markets
would have an adverse effect on our results of operations, cash flows, and financial condition.

We depend on a significant amount of financing to operate our business. Our business strategies utilize diverse sources to fund our
operations, including the issuance of commercial paper and medium term notes, asset-backed securities and bank loans and
borrowings from AHM and HCI, as applicable.

The availahility of these financing sources at the prices we desire may depend on factors outside of our control, including our credit
ratings, disruptions to the capital markets, the fiscal and monetary policies of government, and government regulations. In the event
that we are unable to raise the funds we require at reasonabl e rates, we may curtail our various loan origination activities or incur the
effects of increased costs of operation. Reducing loan origination activities or increasing the rates we charge consumers and dealers to
accommodate increased costs of operation may adversely affect our ability to remain a preferred source of financing for consumers
and dealers for Honda and Acura products and will have an adverse effect on our results of operations, cash flows, and financial
condition.
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Our borrowing costs and access to the debt capital markets depend significantly on our credit ratings, the credit ratings of HMC
and the keep well agreements.

The cost and availability of financing is influenced by credit ratings, which are intended to be an indicator of the creditworthiness of a
particular company, security, or obligation. Our credit ratings depend, in large part, on the existence of the keep well agreements with
HMC and on the financial condition and results of operations of HMC. If these arrangements (or replacement arrangements acceptable
to the rating agencies, if any) become unavailable to us, or if a credit rating of HMC is lowered, our credit ratings will also likely be
adversely impacted, leading to higher borrowing costs.

Credit rating agencies that rate the credit of HMC and its affiliates, including AHFC, may qualify, alter, or terminate their ratings at
any time. Global economic conditions and other geopolitical factors may directly or indirectly affect such ratings. Any downgradein
the sovereign credit ratings of the United States, Japan, or Canada may directly or indirectly have a negative effect on the ratings of
HMC and AHFC. Downgrades, the change to a negative outlook, or placement on review for possible downgrades of such ratings
could result in an increase in our borrowing costs as well as reduced access to global debt capital markets. These factors would have a
negative impact on our business, including our competitive position, results of operations, cash flows and financial condition.

We are subject to consumer and dealer credit risk, which could adversely impact our results of operations, cash flows, and
financial condition.

Credit risk istherisk of loss arising from the failure of a consumer or dealer to meet the terms of any contract with us or otherwise fail
to perform as agreed. Credit losses are an expected cost of extending credit. The majority of our credit risk iswith consumer
financing, and to alesser extent, with dealer financing. Our level of credit risk on our consumer financing portfoliosisinfluenced
primarily by two factors: the total number of contracts that default, and the amount of [oss per occurrence, net of recoveries, which in
turn are influenced by various factors, such as the used vehicle market, our purchase quality mix, contract term lengths, operational
changes, and certain economic factors such as unemployment rates, levels of consumer debt service burden and personal income
growth rates. Our level of credit risk on our dealer financing portfolio is influenced primarily by the financia strength of dealers
within the portfolio, the concentration of dealers demonstrating financial strength, the quality of the collateral securing the financing
within the portfolio and economic factors. An increase in credit risk would increase our provision for credit losses and early
termination losses on operating lease assets, which would have a negative impact on our results of operations, cash flows, and
financial condition.

We manage credit risk by managing the credit quality of our consumer financing and dealer financing portfolios, pricing contracts for
expected losses and focusing collection efforts to minimize losses. However, our monitoring of credit risk and our effortsto mitigate
credit risk may not be sufficient to prevent a material adverse effect on our results of operations, cash flows, and financia condition.

We are exposed to residual value risk on the vehicles we lease.

Customers of leased vehicles typically have an option to return the vehicle to the dealer at the end of the lease term or to buy the
vehicle for the contractual residual value (or if purchased prior to lease maturity, for the outstanding contractual balance). Returned
lease vehicles can be purchased by the grounding dealer for the contractual residual value (or if purchased prior to lease maturity, for
the outstanding contractual balance) or a market based price. Returned |ease vehicles that are not purchased by the grounding dealer
are sold through online and physical auctions. Residual valuerisk istherisk that the contractual residual value determined at lease
inception will not be recoverable at the end of the lease term. When the market value of aleased vehicle at contract maturity is less
than its contractual residual value, thereis ahigher probability that the vehicle will be returned to us. As aresult, we are exposed to
risk of loss on the disposition of leased vehiclesto the extent that sales proceeds are not sufficient to cover the carrying value of the
leased asset at termination. Among the factors that can affect the value of returned lease vehicles are the volume of vehicles returned,
adverse economic conditions, preferences for particular types of vehicles, new vehicle pricing, new vehicle incentive financing
programs, new vehicle sales, the actual or perceived quality, safety, or reliability of vehicles, recalls, future plans for new Honda and
Acura product introductions, competitor actions and behavior, product attributes of popular vehicles, the mix of used vehicle supply,
the level of current used vehicle values, and fuel prices. Our leasing volumes and |easing volumes across the automotive industry have
increased significantly in recent years. As aresult, the supply of off-lease vehicles will continue to increase over the next several years
which could negatively impact used vehicle prices. Our results of operations, cash flows, and financial condition could be adversely
affected by declinesin the value of returned |lease vehicles.

13



We are required to apply significant judgments and assumptions in the preparation of our financial statements, and actual results
may vary from those assumed in our judgments and assumptions.

Certain of our accounting policies require the application of our most difficult, subjective, or complex judgments, often requiring usto
make estimates about the effects of matters that are inherently uncertain and may change in subsequent periods, or for which the use
of different estimates that could have reasonably been used in the current period would have had a material impact on the presentation
of our financial condition and results of operations.

We maintain an allowance for credit losses for management’ s estimate of probable losses incurred on our finance receivables. We aso
maintain an estimate for early termination losses on operating lease assets due to lessee defaults and an allowance for credit losses on
past due operating lease rental payments. Our allowance for credit losses and early termination losses on operating leases requires
significant judgment about inherently uncertain factors. Actual losses may differ from the original estimates due to actual results
varying from those assumed in our estimates which may have a negative impact on our results of operations and financia condition.
Refer to “Part 11, Item 7. Management’ s Discussion and Analysis of Financial Condition and Results of Operations—Critical
Accounting Policies—Credit Losses’ for additional information regarding our estimates.

We maintain projections for expected residual values and return volumes of the vehicles we lease. Actual proceeds realized by us
upon sales of returned leased vehicles at lease termination may be lower than the amount projected, which would reduce the
profitability of the lease transaction and could have the potential to adversely affect our gain or loss on the disposition of lease
vehicles and our results of operations. Refer to “Part 11, Item 7. Management’ s Discussion and Analysis of Financial Condition and
Results of Operations—Critical Accounting Policies—Determination of Lease Residual Values’ for additional information regarding
our estimates.

Thefailure or commercial soundness of our counterparties and other financial institutions may have an adverse effect on our
results of operations, cash flows, or financial condition.

We have exposure to many different financial institutions, and we routinely execute transactions with counterparties in the financial
industry. Our debt, derivative and investment transactions, and our ability to borrow under committed and uncommitted credit
facilities, could be adversely affected by the creditworthiness, actions, and commercial soundness of these financial institutions.
Deterioration of social, political, 1abor, or economic conditions in a specific country or region may also adversely affect the ability of
financial ingtitutions, including our derivative counterparties and lenders, to perform their contractual obligations. Financial
institutions are interrelated as a result of trading, clearing, lending, and other relationships, and as aresult, financial and political
difficultiesin one country or region may adversely affect financial institutions in other jurisdictions, including those with which we
have relationships. The failure of any financial institutions and other counterparties to which we have exposure, directly or indirectly,
to perform their contractual obligations, and any losses resulting from that failure, could have a material adverse effect on our results
of operations, cash flows, or financia condition.

If we are unable to compete successfully or if competition continues to increase in the businesses in which we operate, our results
of operations, cash flows, and financial condition could be materially and adversely affected.

The finance industries in the United States and Canada are highly competitive. We compete with national and regional commercial
banks, credit unions, savings and loan associations, finance companies, and other captive finance companies that provide consumer
financing for new and used Honda and Acura products. Additionally, Canadian commercial banks are strong competitorsin the
automobile consumer financing markets. Commercial banks, finance companies, and captive finance companies of other
manufacturers also provide wholesale flooring financing for Honda and Acura dealers. Our primary competition in the wholesale
motorcycle, power equipment, and marine engine financing business tends to be local banks and specialty finance firms that are
familiar with the particular characteristics of these businesses. Our inability to compete successfully, aswell asincreasesin
competitive pressures, could have an adverse impact on our contract volume, market share, revenues, and margins and have a material
adverse effect on us. Providers of vehicle financing have traditionally competed on the basis of interest rates charged, the quality of
credit accepted, the flexibility of loan terms offered, the quality of service provided to dealers and customers, and strong dealer
relationships.

Our results of operations may be adversely affected by the prepayment of our financing contracts.

Our financing contracts may be repaid by borrowers at any time at their option. Early repayment of contracts will limit the amount of
earnings we would have otherwise generated under those contracts and we may not be able to reinvest the portions repaid early
immediately into new loans or loans with similar pricing.
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Changesin laws and regulations, or the application thereof, may adversely affect our business, results of operations, cash flows,
and financial condition.

Our operations are subject to regulation, supervision, and licensing under various United States, Canadian, state, provincial, and local
statutes, ordinances, and regulations. A failure to comply with applicable regulatory, supervisory, or licensing requirements may
adversely affect our business, results of operations, cash flows, and financial condition. Due to eventsin the global financial markets,
regulators have increased their focus on the regulation of the financial servicesindustry. As aresult, there have been and may continue
to be proposals for laws and regulations that could increase the scope and nature of laws and regulations that are currently applicable
to us. Any change in such laws and regulations, whether in the form of new or amended laws or regulations, regulatory policies,
supervisory action, or the application of any of the above, may adversely affect our business, results of operations, cash flows, and
financial condition by increasing our costs to comply with the new laws, prohibiting or limiting the amount of certain revenues we
currently receive, or constraining certain collection or collateral recovery action which are currently availableto us.

Financial or consumer regulations may adversely impact our business, results of operations, cash flows and financial condition.
The Dodd-Frank Act is extensive and significant legidation that, among other things:

e created aliquidation framework for purposes of liquidating certain bank holding companies or other nonbank financial
companies determined to be “ covered financial companies,” and certain of their respective subsidiaries, defined as
“covered subsidiaries,” if, among other conditions, it is determined such a company isin default or in danger of default
and the resolution of such acompany under other applicable law would have serious adverse effects on financial stability
in the United States;

e created the CFPB, an agency with broad rule-making examination and enforcement authority with respect to the laws and
regulations that apply to consumer financial products and services, such as the extension of credit to finance the purchase
of automobiles and motorcycles;

e created anew framework for the regulation of over-the-counter derivatives activities; and

e strengthened the regulatory oversight of securities and capital markets activities by the SEC.

The scope of the Dodd-Frank Act has broad implications for the financial services industry, including us, and requires the
implementation of numerous rules and regulations. The Dodd-Frank Act impacts the offering, marketing, and regulation of consumer
financial products and services offered by financial institutions. The potential impact of the Dodd-Frank Act and its rules and
regulations may include supervision and examination, limitations on our ability to expand product and service offerings and new or
modified disclosure requirements.

The CFPB has supervisory, examination and enforcement authority over certain non-depository institutions, including those entities
that are larger participants of a market for consumer financial products or services, as defined by rule. We are subject to the CFPB’s
supervisory authority with respect to our compliance with applicable consumer protection laws. For example, in July 2015 we reached
a settlement with the CFPB and the U.S. Department of Justice and entered into consent orders related to their investigation of, and
allegations regarding pricing practices by dealers originating automobile retail installment sales contracts that we purchased. As a part
of the consent orders, we implemented a new dealer compensation policy and agreed to maintain general compliance management
systems reasonably designed to assure compliance with all relevant federal consumer financial laws. Over the past few years, the
CFPB has become active in investigating the products, services and operations of credit providers. The CFPB’s investigations of, and
initiation of enforcement actions against, credit providers, whether on its own initiative or jointly with other agencies and regulators,
may continue for the foreseeabl e future.

We are al so subject to state laws and regulations that vary among the states. A majority of states have enacted legidlation establishing
licensing requirements to conduct consumer financing activities. We are also periodically subject to state audits and inquiries which
monitor our compliance with consumer and other regulations. We expect state regulators to continue their supervision and regulation
of financial products and services within their jurisdictions.

Compliance with the regulations under the Dodd-Frank Act or the oversight of the SEC, CFPB, state regulators or other governmental
entities and enforcement actions, if any, may impose costs on, create operational constraints for, or place limits on pricing with respect
to, finance companies such as us. Such compliance and enforcement actions may result in monetary penalties, increase our compliance
costs, require changes in our business practices, affect our competitiveness, reduce our profitability, affect our reputation, or otherwise
adversely affect our business.
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Adverse economic conditions or changesin lawsin states in which we have customer concentrations may negatively affect our
results of operations, cash flows, and financial condition.

We are exposed to geographic concentration risk in our consumer financing operations. Factors adversely affecting the economy and
applicable lawsin various states where we have concentration risk could have an adverse effect on our results of operations, cash
flows, and financial condition.

A failureor interruption in our operations could adversely affect our results of operations and financial condition.

Operational risk isthe risk of loss resulting from, among other factors, inadequate or failed processes, systems or internal controls,
theft, fraud, cybersecurity breaches, or natural disasters. Operational risk can occur in many forms including, but not limited to, errors,
businessinterruptions, failure of controls, inappropriate behavior or misconduct by our employees or those contracted to perform
services for us, and vendors that do not perform in accordance with their contractual agreements. These events can potentially result in
financial losses, regulatory inquiries or other damage to us, including damage to our reputation.

Werely oninternal and external information and technological systemsto help us manage and maintain our operations and are
exposed to risk of loss resulting from breaches in the security or other failures of these systems. Any failure or interruption of these
systems could disrupt our normal operating procedures and have an adverse effect on our results of operations, cash flows, and
financial condition.

We collect and store certain personal and financial information from customers, related parties, and employees. We a'so store
confidential business and technical information. Security breaches could expose usto arisk of loss of thisinformation, regulatory
scrutiny, claims for damages, actions, and penalties, litigation, reputational harm, and aloss of confidence that could potentially have
an adverse impact on future business with current and potential customers. In addition, any upgrade or replacement of our major
transaction systems could have a significant impact on our ability to conduct our core business operations and increase our risk of l0oss
resulting from disruptions of normal operating processes and procedures that may occur during and after the implementation of new
information and transaction systems. These factors could have an adverse effect on our results of operations, cash flows, and financial
condition.

We also rely on aframework of internal controls designed to provide a sound and well-controlled operating environment. Due to the
complexity of our business and the challenges inherent in implementing control structures across large organizations, control issues
could be identified in the future that could have a material adverse effect on us.

A security breach or a cyber attack may adversely affect our business, results of operations and financial condition.

A security breach or cyber attack of our systems could interrupt, damage or harm our operations or result in the slow performance or
unavailability of our information systems for some customers. We collect, analyze and retain certain types of personaly identifiable
and other information pertaining to our customers and employees through our information and technology systems. A breach or cyber
attack of these systems due to the actions of third parties, employee error, malfeasance or otherwise, could expose usto arisk of loss
of thisinformation, regulatory scrutiny, claims for damages, penalties, litigation, reputational harm, and aloss of confidence that could
potentially have an adverse impact on current and future business with current and potential customers. Information security risks
have increased recently because of new technologies, the use of the internet and telecommunications technol ogies (including maobile
devices) to conduct financial and other business transactions, and the increased sophistication and activities of organized crime,
perpetrators of fraud, hackers, terrorists, and others. We regularly review and update the security of our systems. We may not be able
to anticipate or implement effective preventative measures against all security breaches of these types, especially because the
techniques used change frequently and because attacks can originate from awide variety of sources. The occurrence of any of these
events could have a material adverse effect on our business.

We are subject to various privacy, data protection and information security laws, including requirements concerning security breach
notification. Compliance with current or future privacy, data protection and information security laws affecting customer or employee
data to which we are subject could result in higher compliance and technology costs and could materially and adversely affect our
profitability. Our failure to comply with privacy, data protection and information security laws could result in potentially significant
regulatory and/or governmental investigations and/or actions, litigation, fines, sanctions and damage to our reputation.
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Our pension costs and the pension costs of AHM and HCI may affect our financial condition, cash flows, and results of
operations.

Our employees may participate in either AHM’s and HCI’ s pension plans. HMC also has a pension plan but a great majority of our
employees do not participate in that plan. The amount of pension benefits and lump-sum payments provided in those plans are
primarily based on the combination of years of service and compensation. AHM and HCI each determine and make periodic
contributions to their respective benefit plans pursuant to applicabl e regulations and we are allocated our share of pension plan costs
due to the participation of our employees. Since benefit obligations and pension costs are based on many assumptions, including, but
not limited to, participant mortality, discount rate, rate of salary increase, expected long-term rate of return on plan assets, differences
in actual expenses and costs or changes in those assumptions could affect AHM's, HCI’ s, and our cash contributions and liquidity.
Under the Employee Retirement Income Security Act of 1974 (ERISA), we are jointly and severally liable for the obligations under
AHM’s plansthat are subject to ERISA, even for participants in the plans that are not our employees.

Vehiclerecalls and other announcements may impact our business

From time to time, AHM and/or HCI may recall, suspend sales and production of, or initiate market actions on certain Honda or Acura
products to address performance, customer satisfaction, compliance or safety-related issues. Because our business is substantially
dependent upon the sale of Honda and A cura products such actions may negatively impact our business. A decrease in the level of
vehicle sales would negatively impact our financing volume. Additionally, recalls may affect the demand for used recalled vehicles, or
impact our timely disposal of repossessed and returned lease vehicles, which may affect the sales proceeds of those vehicles. For
example, during fiscal years 2016 and 2017, we experienced delays in the disposition of returned lease vehicles due to arecall of
certain Honda and Acuravehicles. The delaysin disposition resulted in the recognition of impairment losses, additional depreciation
expense, and lower gains on the disposition of lease vehicles due to the negative impact on the sales proceeds of the affected vehicles.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

Our headquarters are located in Torrance, California. Our United States operations have regional offices and national servicing centers
located in California, Georgia, Texas, Massachusetts, Ilinois, North Carolina, and Delaware. HCFI’ s headquarters are located in
Markham, Ontario, Canada and our Canadian operations have regional offices and national servicing centers located in Quebec and
Ontario. All premises are occupied pursuant to |ease agreements.

We believe that our properties are suitable to meet the requirements of our business.
Item 3. Legal Proceedings
For information on our legal proceedings, see Note 9—Commitments and Contingencies—L egal Proceedings and Regulatory Matters

of Notesto Consolidated Financial Statements, which isincorporated by reference herein.

Item 4. Mine Safety Disclosures
Not applicable.
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

All of the outstanding common stock of AHFC is owned by AHM. Accordingly, shares of our common stock are not listed on any
national securities exchange and there is no established public trading market for AHFC' s common stock and there is no intention to
create a public market or list the common stock on any securities exchange. As of the date of this annual report, there are no shares of
AHFC common stock that are subject to outstanding options or warrants to purchase, or securities convertible into, AHFC common
stock. No shares of AHFC common stock can be sold pursuant to Rule 144 under the Securities Act.

Dividends are declared and paid by AHFC if, when, and as determined by its Board of Directors. AHFC has not paid dividends in the
past, however we expect AHFC to pay dividends to its parent during the fiscal year ending March 31, 2018.

Use of Proceeds from Registered Securities

On August 27, 2013, AHFC' s Regiistration Statement on Form 10 with respect to the registration of its common stock became
effective. On September 6, 2013, AHFC filed an automatic shelf registration statement on Form S-3 that became effective upon its
filing (Initial Registration Statement). On September 25, 2013, AHFC established a public medium term note program that registered
the offer and sale of up to $5.0 billion in an aggregate principal amount of Medium Term Notes, Series A with the SEC (refer to
Commission File Number 333-191021). On August 10, 2015, AHFC increased the maximum aggregate principal amount of Public
Medium Term Notes authorized for issuance and sale to $30.0 billion. On August 10, 2016, AHFC filed a new automatic shelf
registration on Form S-3 to register the offer and sale of its Public Medium Term Notes.

The aggregate principal amount of Public Medium Term Notes offered under this program may be increased from time to time.
During the period of April 1, 2016 to August 10, 2016, AHFC issued $1.8 billion aggregate principal amount of Public Medium Term
Notes off of the Initial Registration Statement and the aggregate underwriting discounts and commissions, finders' fees, and other
related costs paid was approximately $6 million. AHFC has used the net proceeds received from the sale of these Public Medium
Term Notes to repay other existing indebtedness, acquire retail loans and/or leases, provide wholesale flooring and commercial loans
and for other general corporate purposes. The following institutions served as managing underwriters for the offering and sale of these
AHFC’ s Public Medium Term Notes: Barclays Capital Inc., BNP Paribas Securities Corp., Mizuho Securities USA Inc., and SMBC
Nikko Securities America, Inc.
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Item 6. Selected Financial Data

The following information is a historical summary only and should be read in conjunction with, and is qualified in its entirety by
reference to, the information contained in “Item 7. Management’ s Discussion and Analysis of Financial Condition and Results of
Operation” and our consolidated financial statements and related notes included elsewhere in this annual report.

We derived the consolidated balance sheet data as of March 31, 2017 and 2016 and the consolidated statements of income data for the
fiscal years ended March 31, 2017, 2016 and 2015 from our audited consolidated financial statements included elsewherein this
annual report. We derived the consolidated balance sheet data as of March 31, 2015 from our audited consolidated financial
statements that are not included in this annual report. Our historical results are not necessarily indicative of the results to be expected
in any future period.

Yearsended March 31,
2017 2016 2015
(U.S. dollarsin millions)

Consolidated Statement of | ncome Data

Revenues:
Retail loans and direct finanCing 1€8SES..........ccovvveveveeeeieeiieceeece e $ 1222 % 1257 % 1,401
DEAIEN 10BNS.....c.eiteiiieieieiese ettt sttt sttt sttt ne et nens 147 122 118
(0] 0= = 1 pTo [ =72 S =SSP 6,333 5,523 4,842
TOLAl FEVENUES.......ceieieeiee ettt see s 7,702 6,902 6,361
Depreciation 0N OPerating |@8SE ........ccvieiiiire et 5,056 4,421 3,838
INEEESE EXPENSE ... et 728 592 580
NEL FEVENUES ...ttt ettt e e et e e eaae e e eaneeesabeeeenneesssneeeasrensanns 1,918 1,889 1,943
Gain on disposition of 1€aSe VEICIES ........cooueiriiiicic e 43 51 37
(0,107 o0 0 105 97 98
TOtAl NEL FTEVENUES.........c.veeeeeeetee ettt ettt st s et s s e eare e sreeereesren s 2,066 2,037 2,078
Expenses:
General and adminiStrative EXPENSES. ........ccerererieriereereeeeeereeeeesese e sreseeseens 434 403 398
Provision for Credit I0SSES.......ciciiieieie e s 210 150 114
Early termination 10SS 0N operating |€aSes..........ccccveveveveeieeieeeeceeee e 73 46 37
Impairment |0SS 0N OPErating |€8SES........ccicvvieereseeseseseese e e — 8 —
Losson leaseresidual VEIUES..........cccvvevrieinieenee e 15 13 4
(Gain)/Loss on derivative INSIUMENES........ceceiereerieieeseeeeeeeeeeesese e sreseesnens 315 (101) 326
(Gain)/Loss on foreign currency revaluation of debt..........ccccceevevviiieiieninnnnns (171) 60 (353)
T OBl EXPENSES. ...ttt sb et st see e b e et eaeebesbesaesneneas 876 579 526
INcOmMe bEfore INCOME LAXES.......ccereriiririerie e e 1,190 1,458 1,552
INCOME tX EXPEINISE ...ttt ettt et sae e sae e e saeeeesaeeeesaeebesaeebesneenneennanneenes 437 548 560
NEL INCOIME. ...ttt sb e saesbe b e 753 910 992
Less: Net income attributable to noncontrolling interest ..........ccoceovevennieienenne. 70 54 50
Net income attributable to American Honda Finance Corporation........... $ 683 % 856 % 942
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Consolidated Balance Sheet Data
Finance receivables, net®:
Retail loans and direct financing [€aSeS.........ccccveveeieiievese e
DEAIEL [OBNS......cuiiueeitiieieiteeteete ettt et et e et s aeeste s be et e sbe et e sbe e besbeebesreenes
Allowance fOr Credit [0SSES........uiiiieiiiicecce ettt s ae e e sabeesneesane s
Write-down of lease residual ValUES.........c.coovveieeiiiccieecieectee et
Total finance receivVables, NEL .........c.ooceiiiiecee e
Investment in operating 1€aSes, NEL..........cccooiirereiinere e
TOAI ASSELS ....uveeeteiiiteeeieeireeseeete e st e e iee e bessbeeeseesabeesseesaseesseeensesnbessnsesnseesaneeseessneans
Debt:
COMIMENCIBl PBPEN ...c.vveeeuerreneeteeete sttt et seereseeseseeseseesesresesbe e sbe e ebeseebeseereseenesnes
Related party debt ...
=0 0 =T
Medium term NOLE PrOgIaIMS. ... ..c.ciueirieiriererie sttt
OhEr EDL........ceecieieeceeete ettt st besae e e aeae e e e eneeseeneerens
TSl [0 [0 (< o
B I = o)
Total shareholder'SEQUILY @ .......c.cvvierrceceeeee e

Other Key Consolidated Financial Data
Ratio of earnings to fixed charges @ ..o
Ratio of debt to shareholder’S EQUILY........cceereeerieerieiriee e

(1)  Net of unearned interest, fees and subsidy income, and deferred origination costs.
(2)  Excludes noncontrolling interest in subsidiary.

March 31,

2017 2016 2015

(U.S. daollarsin millions)

31,047 $ 31,131 $ 34,307

5,006 4,771 4,256
(133) (93) (86)
(16) (16) (13)
35904 $ 35793 $ 38464
31,310 $ 28247 $ 24,439
69854 $ 66653 $ 64,805
4462  $ 4614 $ 4,587
1,201 2,284 3,492
5,883 7,309 7,292
23,523 21,095 20,262
2,736 1,880 1,691
8,422 7,594 7,365

46,227 $ 44,776 $ 44,689

12,043 $ 11,378 $ 10,539

Asof or for theyearsended March 31,

2017 2016 2015
2.63x 3.45x 3.66x
3.84x 3.94x 4.24x

(3)  For the purposes of this ratio, earnings means consolidated income before income taxes plus fixed charges. Fixed charges consist of interest
expense and the interest portion of rental expense. One-third of all rental expense is deemed to be interest.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview

Our primary focus, in collaboration with AHM and HCI, is to provide support for the sale of Honda and Acura products and maintain
customer and dealer satisfaction and loyalty. To deliver this support effectively, we seek to maintain competitive cost of funds,
efficient operations, and effective risk and compliance management. The primary factors influencing our results of operations, cash
flows, and financial condition include the volume of Honda and Acura sales and the portion of those sales that we finance, our cost of
funds, competition from other financia institutions, consumer credit defaults, and used motor vehicle prices.

A substantial portion of our consumer financing business is acquired through incentive financing programs sponsored by AHM and
HCI. The volume of incentive financing programs and the allocation of those programs between retail loans and leases may vary from
fiscal period to fiscal period depending upon the respective marketing strategies of AHM and HCI. AHM and HCI’ s marketing
strategies are based in part on their business planning, in which we do not participate. Therefore, we cannot predict the level of
incentive financing programs AHM and HCI may sponsor in the future. Our consumer financing acquisition volumes are substantially
dependent on the extent to which incentive financing programs are offered. Increases in incentive financing programs generally
increase our financing penetration rates, which typically resultsin increased financing acquisition volumes for us. The amount of
subsidy payments we receive from AHM and HCI is dependent on the terms of the incentive financing programs and the interest rate
environment. Subsidy payments are received upon acquisition and recognized in revenue throughout the life of the loan or lease;
therefore, a significant change in the level of incentive financing programsin afiscal period often may not be reflected in our results
of operations for that period. The amount of subsidy income we recognize in afiscal period is dependent on the cumulative level of
subsidized contracts outstanding that were acquired through incentive financing programs.

We seek to maintain high quality consumer and dealer account portfolios, which we support with strong underwriting standards, risk-
based pricing, and effective collection capabilities. Our cost of fundsisfacilitated by the diversity of our funding sources, and
effective interest rate and foreign currency exchange risk management. We manage expenses to increase our profitability, including
adjusting staffing needs based upon our business volumes and centralizing support functions. Additionally, we use risk and
compliance management practices to optimize credit and residual value risk levels and maintain compliance with our pricing,
underwriting and servicing policies at the United States, Canadian, state and provincial levels.

In our business operations, we incur costs related to funding, credit loss, residual value loss, and general and administrative expenses,
among other expenses.

We analyze our operations in two business segments defined by geography: the United States and Canada. We measure the
performance of our United States and Canada segments on a pre-tax basis before the effect of valuation adjustments on derivative
instruments and reval uations of foreign currency denominated debt. For additional information regarding our segments, see Note 15—
Segment Information of Notesto Consolidated Financial Satements. The following tables and the related discussion are presented
based on our geographically segmented consolidated financial statements.

This report contains translations of certain foreign currency amountsinto U.S. dollars at the rates specified below solely for your
convenience. These translations should not be construed as representations that the foreign currency amounts actually represent such
U.S. dollar amounts or that they could be converted into U.S. dollars at the rates indicated. U.S. dollar equivaents for “C$" (Canadian
dollar), “€” (Euro) and “£” (Sterling) amounts are calculated based on the exchange rates on March 31, 2017 of 1.3318, 0.9360 and
0.7978, respectively, per U.S. dollar.

Referencesin this report to our “fiscal year 2017” and “fiscal year 2016" refer to our fiscal year ended March 31, 2017 and our fiscal
year ended March 31, 2016, respectively.

Results of Operations
The following table presents our income before income taxes:
Yearsended March 31,

2017 2016 2015
(U.S. dollarsin millions)

Income before income taxes:

United SEAatES SEOMENT ......cuivierereeieieirireeee ettt ees $ 991 $ 1,302 $ 1,409
CaNA0a SEYMENT.......eeeieieiirteiee ettt b e 199 156 143
Total income before iNCOME taXES ........ccoveveeeeeeeceeeeecece e $ 1,190 $ 1,458 $ 1,552




Comparison of Fiscal Years Ended March 31, 2017 and 2016

Our consolidated income before income taxes was $1,190 million in fiscal year 2017 compared to $1,458 million in fiscal year 2016.
This decline of $268 million, or 18%, was primarily due to aloss on derivative instruments of $315 million during fiscal year 2017
compared to again of $101 million during fiscal year 2016, an increase in interest expense of $136 million, an increasein provision
for credit loss of $60 million, adeclinein revenue from direct financing leases of $38 million, an increase in general and
administrative expenses of $31 million and an increase in early termination |oss on operating leases of $27 million, partially offset by
again on the revaluation of foreign currency denominated debt of $171 million during fiscal year 2017 compared to aloss of

$60 million during fiscal year 2016, an increase in operating lease revenue, net of depreciation, of $175 million and anincreasein
revenue from dealer loans of $25 million.

Comparison of Fiscal Years Ended March 31, 2016 and 2015

Our consolidated income before income taxes was $1,458 million in fiscal year 2016 compared to $1,552 million in fiscal year 2015.
This decrease of $94 million, or 6%, was primarily due to aloss on foreign currency revaluation of debt of $60 million during fiscal
year 2016 compared to again of $353 million during fiscal year 2015, a decrease in retail 1oan revenues of $81 million, adecreasein
direct financing lease revenues of $63 million, an increase in provision for credit losses of $36 million, an increase in interest expense
of $12 million, an increase in early termination loss on operating leases of $9 million, an increasein loss on lease residua values of

$9 million, and an incurrence of an impairment |oss on operating leases of $8 million in fiscal year 2016, which did not occur in fiscal
year 2015, partially offset by again on derivative instruments of $101 million during fiscal year 2016 compared to aloss of

$326 million during fiscal year 2015, an increase in operating lease revenue, net of depreciation, of $98 million and anincreasein gain
on disposition of lease vehicles of $14 million.
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Segment Results—Comparison of Fiscal Years Ended March 31, 2017 and 2016

Results of operations for the United States segment and the Canada segment are summarized below:

United States Segment Canada Segment Consolidated
Yearsended March 31, Yearsended March 31, Yearsended March 31,
2017 2016 2015 2017 2016 2015 2017 2016 2015
(U.S. dollarsin millions)
Revenues:
Direct financing leases............ $ — $ — $ — $ HA $ 72 $ 13 $ 34 $ T2 $ 135
Retail .....cooeerieireiesesse e 1,030 1,041 1,104 158 144 162 1,188 1,185 1,266
(D=7 = S 133 109 103 14 13 15 147 122 118
Operating 1eases........ccccvvevrnene. 5,547 5,023 4,598 786 500 244 6,333 5,523 4,842
Tota revenues.................. 6,710 6,173 5,805 992 729 556 7,702 6,902 6,361
Depreciation on operating leases... 4,403 4,012 3,637 653 409 201 5,056 4,421 3,838
INterest eXpense........covevveeereeennas 638 518 485 20 74 95 728 592 580
Net revenues..................... 1,669 1,643 1,683 249 246 260 1,918 1,889 1,943
Gain/(Loss) on disposition of lease
VENICIES ... 24 46 30 19 5 7 43 51 37
Other income........cccceveeeeeeenennnn 100 94 96 5 3 2 105 97 98
Total net revenues............ 1,793 1,783 1,809 273 254 269 2,066 2,037 2,078
Expenses:
General and administrative
EXPENSES ...ovveeieeeeeeeeeeenens 383 356 346 51 47 52 434 403 398
Provision for credit losses........ 199 134 103 11 16 11 210 150 114
Early termination loss on
operating 1eases..........c.cc.c..... 67 41 35 6 5 2 73 46 37
Impairment |oss on operating
[€8SES....ccee e — 6 — — 2 — — 8 —
Losson leaseresidua values... — — — 15 13 4 15 13 4
(Gain)/Loss on derivative
INStrUMENtS........ccvvveereeerenes 324 (116) 269 (9) 15 57 315 (201) 326
(Gain)/Loss on foreign
currency revaluation of
debt....coviiiiiee (71) 60 (353) — — — (A71) 60 (353)
Income before income
172 G T $ 991 $1302 $1409 $ 199 $ 156 $ 143 $1,190 $1458 $1,552
Revenues

Revenue from retail loans in the United States segment declined by $11 million, or 1%, during fiscal year 2017 compared to fiscal
year 2016. The decline in revenue was primarily attributable to lower average outstanding retail loans, which was partially offset by
higher yields on such loans. Revenue from retail loans in the Canada segment increased by $14 million, or 10%, primarily due to
higher average outstanding retail loans.

Operating lease revenue increased by $524 million, or 10%, in the United States segment and by $286 million, or 57%, in the Canada
segment during fiscal year 2017 compared to fiscal year 2016. The increases in revenue were due to higher average outstanding
operating lease assets in both the United States and Canada segments.

Direct financing lease revenue, which is generated only in Canada, declined by $38 million, or 53%, during fiscal year 2017 compared
to fiscal year 2016 due to the continued decline in outstanding direct financing lease assets.

Revenue from dealer loans in the United States segment increased by $24 million, or 22%, during fiscal year 2017 compared to fiscal
year 2016, due to an increase in average outstanding dealer loans and higher yields on such loans. Revenue from dealer loansin the
Canada segment increased by $1 million, or 8%, during fiscal year 2017 compared to fiscal year 2016, due to an increase in average
outstanding dealer loans.
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Consolidated subsidy income from AHM and HCI sponsored incentive programs increased by $156 million, or 14%, to $1,232 million
during fiscal year 2017 compared to $1,076 million during fiscal year 2016. This increase was primarily attributable to higher average
outstanding incentive leases.

Depreciation on operating leases

Depreciation on operating leases increased by $391 million, or 10%, in the United States segment and by $244 million, or 60%, in the
Canada segment during fiscal year 2017 compared to fiscal year 2016. The increases in depreciation were primarily due to the growth
in operating lease assets in both the United States and Canada segments. The increases in depreciation were also due in part to
declinesin estimated used vehicle pricesin both the United States and Canada segments.

Operating lease revenue, net of depreciation, increased by $133 million, or 13%, in the United States segment and by $42 million, or
46%, in the Canada segment during fiscal year 2017 compared to fiscal year 2016. The increases were primarily attributable to the
growth in our operating lease assets in both the United States and Canada segments.

Interest expense

Interest expense in the United States segment increased by $120 million, or 23%, during fiscal year 2017 compared to fiscal year 2016
primarily due to higher average interest rates. Interest expense in the Canada segment increased by $16 million, or 22%, due to an
increase in average outstanding debt and higher average interest rates. See “—Liquidity and Capital Resources’ below for more
information.

Gain/loss on disposition of lease vehicles

The gain on disposition of lease vehicles in the United States segment declined by $22 million, or 48%, during fiscal year 2017
compared to fiscal year 2016. The lower gain was due to a decline in auction prices during the period and the impact of the delaysin
the disposition of returned lease vehicles that were affected by the recall announced in the fourth quarter of fiscal year 2016. The gain
on disposition of lease vehicles in the Canada segment increased by $14 million, or 280%. The increase in gains was primarily the
result of more favorable vehicle return rates and disposition proceeds than the assumptions that were reflected in their estimated
residual values. See “—Financial Condition—Lease Residual Value Risk” below for more information.

Provision for credit |losses

The provision for credit lossesin the United States segment increased by $65 million, or 49%, during fiscal year 2017 compared to
fiscal year 2016. The increase in the provision was the result of higher net charge-offs and increasing our allowance for credit losses to
reflect weaker credit performance of recent vintages due in part to the increase in the volume of retail loans with 72-month terms. The
provision for credit losses in the Canada segment declined by $5 million, or 31%, during fiscal year 2017 compared to fiscal year
2016, dueto lower net charge-offs. See “—Financial Condition—Credit Risk” below for more information.

Early termination loss on operating leases

Early termination losses on operating leases in the United States segment increased by $26 million, or 63%, during fiscal year 2017
compared to fiscal year 2016. The increase in early termination losses during fiscal year 2017 was primarily due to the growth in
operating lease assets and an increase in the mix of leases with lower credit grades. During fiscal year 2016, we reduced our estimate
of early termination losses which lowered the amount of |osses we recognized during the period. Early termination losses on operating
leases in the Canada segment increased by $1 million, or 20%, primarily due to the growth in operating lease assets. See “—Financial
Condition—Credit Risk” below for more information.

I mpairment loss on operating leases

No impairment losses due to declines in estimated residual values were recognized during the fiscal year 2017. Impairment |osses on
operating leases of $6 million were recognized in the United States segment and $2 million in the Canada segment during fiscal year
2016 due to the expected delay in disposition of |ease vehicles affected by the recall in the fourth quarter of fiscal year 2016. See“—
Financial Condition—Lease Residual Value Risk” below for more information.
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Loss on lease residual values

Loss on lease residual values in the Canada segment increased by $2 million, or 15%, during fiscal year 2017 compared to fiscal year
2016, due to higher expected loss severities. See “—Financial Condition—Lease Residual Value Risk” below for more information.

Gain/loss on derivative instruments

In the United States segment, we recognized a loss on derivative instruments of $324 million during fiscal year 2017 compared to a
gain of $116 million during fiscal year 2016. Thelossin fiscal year 2017 was attributable to losses on pay float interest rate swaps of
$235 million and cross currency swaps of $228 million, which were partially offset by gains on pay fixed interest rate swaps of

$139 million. The losses on pay float interest rate swaps and gains on pay fixed interest rate swaps during fiscal year 2017 were due to
ariseininterest rates. The losses on cross currency swaps during fiscal year 2017 were primarily attributable to the U.S. dollar
strengthening against the Euro and Sterling during the period. In the Canada segment, we recognized a gain on derivative instruments
of $9 million during fiscal year 2017 compared to aloss of $15 million during fiscal year 2016. The gains during fiscal year 2017
were due to arise in Canadian interest rates. See “—Derivatives’ below for more information.

Gain/loss on foreign currency revaluation of debt

In the United States segment, we recognized a gain on the revaluation of foreign currency denominated debt of $171 million during
fiscal year 2017 compared to aloss of $60 million during fiscal year 2016. The gain during fiscal year 2017 was primarily due to the
U.S. dollar strengthening against the Euro and Sterling during the period.

Income tax expense

Our consolidated effective tax rate was 36.7% for fiscal year 2017 and 37.6% for fiscal year 2016. The decrease in the effective tax
rate for fiscal year 2017 was primarily due to achange in the estimated state tax rate and the effect of state tax law changes. For
additional information regarding income taxes, see Note 7—Income Taxes of Notes to Consolidated Financial Statements.
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Financial Condition

Consumer Financing

Consumer Financing Acquisition Volumes

The following table summarizes the number of retail |oans and leases we acquired and the number of such loans and leases acquired
through incentive financing programs sponsored by AHM and HCI:

Yearsended March 31,
2017 2016 2015
Acquired Sponsored @ Acquired Sponsored @ Acquired Sponsored @
(Units® in thousands)

United States Segment

Retail loans:
N[SYTA10 | (o T 464 325 412 259 483 326
Used auto........cccoeveeeverieeseennen. 88 9 71 6 55 2
Motorcycle.......ccoevreneienuenn. 74 11 74 11 71 10
(@111 SRR 1 — 1 — 1 —
Total retail loans.............. 627 345 558 276 610 338
LEBSES ..ottt 514 470 498 417 467 427
Canada Segment
Retail loans:
N[S VTR0 | (o 67 63 56 50 50 38
Used auto........ccevereeeveeeennenen. 10 6 13 6 14 5
Motorcycle.....ccccvveeveeeiereenenne, 6 4 6 4 6 3
(©]111 ST 1 — 1 — 1 —
Total retail loans............. 84 73 76 60 71 46
LEBSES.....ccvectictieti et 81 80 81 79 69 65
Consolidated
Retail loans:
NEW aULO ...cevevveereeieeee e 531 388 468 309 533 364
Used aUto........ccceevveeevereeesernen, 98 15 84 12 69 7
Motorcycle.....cccevveeeeeeereenennn. 80 15 80 15 7 13
(©]111 SRR 2 — 2 — 2 —
Total retail loans............. 711 418 634 336 681 384
LEBSES.....ccveetecriecteceete e 595 550 579 496 536 492

(1) A unit represents one retail loan or lease contract, as noted, that was originated in the United States and acquired by AHFC or its subsidiaries,
or that was originated in Canada and acquired by HCFI, in each case during the period shown.

(2) Representsthe number of retail loans and leases acquired through incentive financing programs sponsored by AHM and/or HCI and only those
contracts with subsidy payments. Excludes contracts where contractual rates met or exceeded our yield requirements and subsidy payments
were not required.
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Consumer Financing Penetration Rates

The following table summarizes the percentage of AHM and/or HCI sales of new automobiles and motorcycles that were financed
either with retail loans or |eases that we acquired:

Yearsended March 31,

United States Segment

27

2017 2016 2015
59% 57% 61%
39% 39% 38%
7% 75% 69%
24% 26% 271%
61% 58% 62%
37% 38% 37%



Consumer Financing Asset Balances

The following table summarizes our outstanding retail loan and |ease asset balances and units:

March 31, March 31,
2017 2016 2015 2017 2016 2015
(U.S. dollarsin millions) (Units® in thousands)
United States Segment
Retail loans:
NEW QULO.......coeeerereeiierereseeerereseaeeesnens $ 22837 $ 23051 $ 25596 1,610 1,673 1,788
Used aUtO......ccceeveeeecieereceecre e 3,154 2,796 2,782 234 220 233
MOLOICYCIE....coeerieiieeeee e 993 939 887 191 187 184
Other . 51 49 55 4 5 5
Totd retail loans..........ccccveeeeneend $ 27035 $ 26835 $ 29320 2,039 2,085 2,210
Securitized retail loans@...................... $ 7,748 $ 7030 $ 7,290 690 636 671
Investment in operating leases.................... $ 27380 $ 25245 $ 22,790 1,294 1,196 1,086
Canada Segment
Retail loans:
NEW QULO......ceiiviiiriiiie e $ 3067 $ 2765 $ 2,531 219 196 187
Used aUtO......cccecveeeecieeie e 345 411 438 44 52 60
MOLOICYCIE......ocuerieirieieeee e 73 73 65 16 15 13
(O] 111 o 3 3 4 2 2 2
Totd retail loans..........cccceeeeneend $ 3488 $ 3252 $ 3088 281 265 262
Securitized retail loans@...........ccueee. 3$ 764 $ 676 $ 64 59 45 14
Direct financing l€ases..........cccccvevveveeennnnns $ 375 % 935 % 1,800 34 69 116
Investment in operating leases.................... $ 3930 $ 3002 $ 1,649 212 149 75
Consolidated
Retail loans:
NEW QULO......ceviiiiiieiiie it $ 25904 $ 25816 $ 28,127 1,829 1,869 1,975
Used aUtO......ccceeveeeeeeere e 3,499 3,207 3,270 278 272 293
MOLOICYCIE.....coerireieiinie e 1,066 1,012 952 207 202 197
(O] 111 CH 54 52 59 6 7 7
Total retail loans.........cccccceeeveeuennes $ 30523 $ 30087 $ 32408 2,320 2,350 2,472
Securitized retail loans@.................... $ 8512 $ 7706 $ 734 749 681 685
Direct financing 1€ases.........cccccevveeivenenas $ 315 % 9% % 1,800 34 69 116
Investment in operating leases................... $ 31,310 $ 28247 $ 24439 1,506 1,345 1,161

(1) A unit represents oneretail loan or lease contract, as noted, that was outstanding as of the date shown.
(2)  Securitized retail loans represent the portion of total retail loans that have been sold in securitization transactions but continue to be recognized
on our balance sheet. Securitized retail |oans are included in the amounts for total retail loans.

In the United States segment, retail loan acquisition volumes increased by 12% and |ease acquisition volumes increased by 3% during
fiscal year 2017 compared to fiscal year 2016 primarily due to an increase in incentive program volumes. AHM continued to focusits
support on lease incentive programs compared with retail 1oan incentive programs during fiscal year 2017.

In the Canada segment, retail loan acquisition volumesincreased by 11% during fiscal year 2017 compared to fiscal year 2016
primarily due to higher retail loan incentive volumes. Lease acquisition volumes were consistent during fiscal year 2017 compared to
fiscal year 2016. Outstanding direct financing |ease assets continued to decline and operating lease assets continued to increase during
fiscal year 2017 asthe result of our remaining direct financing leases maturing and all newly acquired leases being classified as
operating leases.
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Dealer Financing
Wholesale Flooring Financing Penetration Rates

The following table summarizes the number of deal erships with wholesale flooring financing agreements as a percentage of total
Honda and Acura dealerships in the United States and/or Canada, as applicable:

March 31,
2017 2016 2015

United States Segment

AULOMODITE ...ttt ettt sb e e eae e s e et eeaeeenrs 28% 27% 28%

1Y Lol 0] 103/ o3 =TSRRI 97% 97% 97%

(@111 SR 21% 22% 23%
Canada Segment

U 10 170 o1 [ 35% 34% 35%

IMOLOICYCIE. ...ttt bbbt 95% 97% 98%

(@111 95% 98% 97%
Consolidated

AULOMODITE ... ettt st st ere e be e e beenesbeesreenees 29% 28% 30%

1Yo (0 o3 /o = 97% 97% 97%

(@111 GO UPRRP 24% 24% 26%

Wholesale Flooring Financing Percentage of Sales

The following table summarizes the percentage of AHM unit sales in the United States and/or HCI unit sales in Canada, as applicable,
that we financed through whol esal e flooring loans with deal erships:

Yearsended March 31,

2017 2016 2015

United States Segment

F XU 10014170 o1 [OOSR 27% 27% 28%

1Y Lol 0] 1033 =PTSRS 97% 97% 97%

(@111 G 7% 8% 8%
Canada Segment

U 10 170 o1 [ 31% 34% 32%

IMOLOICYCI. ...ttt bbbt 96% 94% 94%

(@111 98% 97% 96%
Consolidated

AULOMODITE ...ttt ettt et ere e b e eaeesbe e s e sbeesresnees 27% 27% 29%

1Yo 0 03 Y/ = 97% 97% 97%

(@111 GOSN 10% 10% 10%
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Dealer Financing Asset Balances

The following table summarizes our outstanding dealer financing asset balances and units:

March 31, March 31,
2017 2016 2015 2017 2016 2015
(U.S. dollarsin millions) (Units® in thousands)
United States Segment
Wholesale flooring loans:
Automobile........cccooveeeviiiicced $ 283 $ 2641 $ 2255 111 104 0
MOLOICYCIE.....oeiiviieieeeeree e 684 747 683 93 107 103
(O] 111 SR 64 64 62 73 71 66
Totd wholesaleflooring loans.....$ 3571 $ 3452 $ 3,000 277 282 259
Commercial 10aNS.......cccceueeereceereeerenns $ 841 $ 793 $ 748
Canada Segment
Wholesale flooring loans:
AUtomMObIle......ccccoeiieiieee e $ 414 % 363 $ 354 18 16 15
MOLOICYCIE.....ccuereiiiieee e 86 69 75 13 11 11
(01 1= S 29 31 29 32 28 28
Total wholesale flooring loans.....$ 529 $ 463 3 458 63 55 54
Commercial 10aNS.......coeveerereeeenerereeeenns $ 65 $ 63 $ 50
Consolidated
Wholesale flooring loans:
AUtOMODIlE.......ceeicecer e $ 3237 $ 3004 $ 2609 129 120 105
MOLOrCYCle......cvvveeeieece e 770 816 758 106 118 114
(0107 S 93 95 91 105 99 94
Total wholesaleflooring loans....$ 4100 $ 3915 $ 3458 340 337 313
Commercial 10aNS........cccveeeivereeeeeeiereenns $ 906 $ 856 $ 798

(1) A unit represents one automobile, motorcycle, power equipment, or marine engine, as applicable, financed through a wholesale flooring loan
that was outstanding as of the date shown.

Credit Risk

Credit losses are an expected cost of extending credit. The majority of our credit risk isin consumer financing and to alesser extent in
dealer financing. Credit risk of our portfolio of consumer finance receivables can be affected by general economic conditions. Adverse
changes such as arise in unemployment rates can increase the likelihood of defaults. Declines in used vehicle prices can reduce the
amount of recoveries on repossessed collateral. We manage our exposure to credit risk in retail loans and direct financing leases by
monitoring and adjusting our underwriting standards, which affect the level of credit risk that we assume, pricing contracts for
expected losses, and focusing collection efforts to minimize losses.

We are also exposed to credit risk on our portfolio of operating lease assets. We expect a portion of our operating leases to terminate
prior to their scheduled maturities when lessees default on their contractual obligations. Losses are generally realized upon the
disposition of the repossessed operating lease vehicles. The factors affecting credit risk on our operating leases and our management
of therisk are similar to that of our retail loans and direct financing leases.

Credit risk on dedler loans is affected primarily by the financial strength of the dealers within the portfolio, the value of collateral
securing the financings, and economic and market factors that could affect the creditworthiness of dealers. We manage our exposure
to credit risk in dealer financing by performing comprehensive reviews of dealers prior to establishing financing arrangements and
monitoring the payment performance and creditworthiness of these dealers on an ongoing basis. In the event of default by a dealer, we
seek all available legal remedies pursuant to related dealer agreements, guarantees, security interests on collateral, or lienson
dealership assets. Additionally, we have entered into agreements with AHM and HCI that provide for their repurchase, at the
outstanding financed amount, of new, unused, undamaged and unregistered vehicle or equipment that have been repossessed from
dealers who defaulted under the terms of its wholesal e flooring agreement.
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An alowance for credit losses is maintained for management’ s estimate of probable losses incurred on finance receivables. We also

maintain an estimate for early termination losses on operating lease assets due to lessee defaults and an allowance for credit losses for
estimated probable losses incurred on past due operating lease rental payments.

Additional information regarding credit lossesis provided in the discussion of “—Critical Accounting Policies—Credit Losses’
below.
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The following table presents information with respect to our allowance for credit losses and credit loss experience of our finance
receivables and losses related to |essee defaults on our operating leases:

Asof or for theyearsended March 31,
2017 2016 2015
(U.S. dollarsin millions)

United States Segment

Finance receivables:
Allowance for credit losses at beginning of period...........cccccoeveiieiiccccnenne, $ 83 $ 77 $ 89
Provision for Credit |0SSES.........cviiiieirieseree s 177 116 86
Charge-0ffs, NEt Of FECOVENIES......c..eieeeciriceee e se e enens (136) (110) (98)
Allowance for credit losses at end of period ..........cccccveeeveieeeecceeceeeeeee $ 124 $ 83 $ 77
Allowance as a percentage of ending receivable balance® ...........c.cccoovvene. 0.39% 0.26% 0.23%
Charge-offs as a percentage of average receivable balance®........................... 0.43% 0.34% 0.28%
Delinquencies (60 or more days past due):
DelinqQUENt @MOUNE @) ...t $ 42 $ 47 $ 31
As apercentage of ending receivable balance®: @ ............c.cccvovviiiiinnnnns 0.13% 0.15% 0.09%
Operating leases:
Early termination 10SS 0N OPErating |€3SES ......c.vuvuierrrerereiernreseserssesseesesesssnsneas $ 67 $ 41 $ 35
Provision for past due operating lease rental payments®..........ccccovvvernnennas 22 18 17
Canada Segment
Finance receivables:
Allowance for credit losses at beginning of period...........cccccoeveevciiceceenene, $ 10 $ 9 $ 11
Provision for Credit |0SSES.........cuiiiiiirieeereese e 10 15 11
Charge-offs, Net Of FTECOVENIES.......ciiriiirieireesie e (12) (24) (11)
Effect of translation adjustment...........coevernineieneenee e — — (2)
Allowance for credit losses at end of period ..........cccoevvvvevencvssisec e, $ 9 $ 10 $ 9
Allowance as a percentage of ending receivable balance® .............cccovvenee. 0.20% 0.21% 0.16%
Charge-offs as a percentage of average receivable balance®........................... 0.24% 0.28% 0.17%
Delinquencies (60 or more days past due):
DelinqQUENt @MOUNE @) ........cueueueieerieieieieieieiseieee ettt tetee s stsessse e sessesenaes $ 7 $ 7 $ 6
As apercentage of ending receivable balance® @ ...........cccccvovrrrrrnennns 0.15% 0.14% 0.11%
Operating leases:
Early termination 10Ss 0N Operating |€3SES ......c.vveverrreeerrerineeeeseeeeseeeeneneneas $ 6 $ 5 $ 2
Provision for past due operating lease rental payments®©...........cccovveeerneneas 1 1 —
Consolidated
Finance receivables:
Allowance for credit losses at beginning of period...........cccceoeveiieeicccecnenee, $ 93 $ 86 $ 100
Provision for Credit I0SSES.........cviiiiiireserse e 187 131 97
Charge-offs, NEt Of FTECOVENIES.......ciiriiirieirieerierie e (247) (124) (109)
Effect of translation adjustment ..........cccoevereeneienee e — — (2)
Allowance for credit losses at end of period ..........cccoevvvverensviseses e, $ 133 $ 93 $ 86
Allowance as a percentage of ending receivable balance® ..o, 0.36% 0.26% 0.22%
Charge-offs as a percentage of average receivable balance®........................... 0.41% 0.33% 0.26%
Delinquencies (60 or more days past due):
DeliNQUENt @MOUNE @) ..ottt seeesssssesessesenaes $ 49 $ 54 $ 37
As apercentage of ending receivable balance® @ ............cccoovvierrninnas 0.13% 0.15% 0.10%
Operating leases:
Early termination 10SS 0N Operating |€3SES ......c.vvverrveerrerireeersseseeesnenenens $ 73 $ 46 $ 37
Provision for past due operating lease rental payments®©..........ccccovveeernnnnas 23 19 17

32



(1) Ending and average receivable balances exclude the allowance for credit |osses, write-down of lease residual values, unearned subvention
income related to our incentive financing programs and deferred origination costs. Average receivable balances are calculated based on the
average of each month’s ending receivables balance for that fiscal year.

(2)  For the purposes of determining whether a contract is delinquent, payment is generally considered to have been made, in the case of (i) dealer
finance receivables, upon receipt of 100% of the payment when due and (ii) consumer finance receivables, upon receipt of 90% of the sum of
the current monthly payment plus any overdue monthly payments. Delinquent amounts presented are the aggregated principal balances of
delinquent finance receivables.

(3)  Provisionsfor past due operating |lease rental payments are also included in total provision for credit losses in our consolidated statements of
income.

In the United States segment, the provision for credit losses on our finance receivables was $177 million during fiscal year 2017
compared to $116 million during fiscal year 2016. The increase in the provision was the result of higher net charge-offs and increasing
our allowance for credit losses to reflect weaker credit performance of recent vintages. Default frequencies and loss severities have
increased in recent vintages, due in part to the increase in the volume of retail loans with 72-month terms. We recognized early
termination losses on operating lease assets of $67 million during fiscal year 2017 compared to $41 million during fiscal year 2016.
Theincrease in early termination losses during fiscal year 2017 was primarily due to the growth in operating lease assets and an
increase in the mix of leases with lower credit grades.

In the Canada segment, the provision for credit losses on our finance receivables was $10 million during fiscal year 2017 compared to
$15 million during fiscal year 2016. The decline in the provision for credit losses was due in part to adecline in net charge-offs. Early
termination losses on operating |ease assets was $6 million during fiscal year 2017 compared to $5 million during fiscal year 2016.
Theincrease in early termination losses was primarily due to the growth in operating lease assets.

Lease Residual Value Risk

Contractual residual values of |ease vehicles are determined at |ease inception based on expectations of future used vehicle values,
taking into consideration external industry data and our own historical experience. L ease customers have the option at the end of the
lease term to return the vehicle to the dealer or to buy the vehicle at the contractual residual value (or if purchased prior to lease
maturity, for the outstanding contractual balance). Returned lease vehicles can be purchased by the grounding dealer at the contractual
residual value (or if purchased prior to lease maturity, for the outstanding contractual balance) or for a market based price. Returned
lease vehicles that are not purchased by the grounding dealers are sold through online and physical auctions. We are exposed to risk of
loss on the disposition of returned lease vehicles when the proceeds from the sale of the vehicles are less than the contractual residual
values at the end of the |ease term.

We assess our estimates for end of lease term market values of leased vehicles, at minimum, on a quarterly basis. The primary factors
affecting the estimates are the percentage of |eased vehicles that we expect to be returned by the lessee at the end of lease term and
expected |oss severities. Factors considered in this evaluation include, among other factors, economic conditions, historical trends, and
market information on new and used vehicles. Our leasing volumes and leasing volumes across the automotive industry have
increased significantly in recent years. As aresult, the supply of off-lease vehicles will continue to increase over the next several years
which could negatively impact used vehicle prices. For operating |eases, adjustments to estimated residual values are made on a
straight line basis over the remaining term of the lease and recognized as depreciation expense. For direct financing leases, downward
adjustments for declines in estimated residual values deemed to be other-than-temporary are recognized as aloss on lease residual
valuesin the period in which the estimate changed. Additional information regarding lease residual valuesis provided in the
discussion of “—Critical Accounting Policies—Determination of Lease Residual Values’ below.

We also review our investment in operating leases for impairment whenever events or changes in circumstances indicate that the

carrying values may not be recoverable. If impairment conditions are met, impairment losses are measured by the amount carrying
values exceed their fair values.
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Certain Honda and Acura vehicles were recalled during the fourth quarter of fiscal year 2016 based on a determination of a safety
related defect in driver’ s airbag inflators. AHM and HCI instructed their authorized dealers to cease the sale of affected new and used
vehicles until the recall repairs were completed. Tests for recoverability were performed on operating |eases affected by this recall,
which reflected the anticipated delays in the disposition of returned lease vehicles. For the operating | ease assets that did not pass the
test for recoverability, we recognized $6 million of impairment losses in the United States segment and $2 million of impairment
losses in the Canada segment during fiscal year 2016. The loss on lease residual values of direct financing leases recognized in the
Canada segment attributable to the expected delay in disposition of lease vehicles affected by this recall was approximately $5 million.
During the second half of fiscal year 2017, we began repairing and selling the affected returned lease vehicles. Only alimited number
of affected returned lease vehicles were till held for disposition as of March 31, 2017, which we expect to sell during fiscal year
2018. We did not recognize impairment losses due to declinesin estimated residual values during fiscal year 2017 and fiscal year
2015.

The following table summarizes our number of |ease terminations and the method of disposition:
Yearsended March 31,

2017 2016 2015
(Units® in thousands)

United States Segment
Termination units:

Sales at outstanding contractual balances@...........c.ccveeenrreeesssee s 267 261 249
Sales through auctions and dealer direct programs®...........ccceeeevnvrsenenenes 132 114 93
Total termiNation UNITS .......ccoveeeeieieeeseseseeseseeseeseeseeseeseesessesnessessessesnens 399 375 342
Canada Segment
Termination units:
Sales at outstanding contractual balanCes @ ............ccccceveeeiieieeee e 45 43 40
Sales through auctions and dealer direct programs®@............ccccveeveeevseerennnas 8 8 6
Total termiNationN UNITS ........cooeeeeeieienese e siesie e see e sreseesae e 53 51 46
Consolidated
Termination units:
Sales at outstanding contractual balances@............cccceeeveeieeeeeeseeeeeseee e 312 304 289
Sales through auctions and dealer direct programs®...........ccccceeveveevveecveenenne, 140 122 99
Total terMiNaLiON UNITS .....ceiueirieirieiiiecsiesiseses st sse s 452 426 388

(1) A unit represents one terminated lease by their method of disposition during the period shown. Unit counts do not include leases that were
terminated due to lessee defaults.

(2) Includes vehicles purchased by lessees or dealers for the contractual residual value at lease maturity or the outstanding contractual balance if
purchased prior to |ease maturity.

(3) Includes vehicles sold through online auctions and market based pricing options under our dealer direct programs or through physical auctions.

Liquidity and Capital Resources

Our liquidity strategy isto fund current and future obligations through our cash flows from operations and our diversified funding
programsin a cost and risk effective manner. Our cash flows are generally impacted by cash regquirements related to the volume of
finance receivable and operating lease acquisitions and various operating and funding costs incurred, which are largely funded through
payments received on our assets and our funding sources outlined below. As noted, the levels of incentive financing sponsored by
AHM and HCI can impact our financial results and liquidity from period to period. Increases or decreases in incentive financing
programs typically increase or decrease our financing penetration rates, respectively, which result in increased or decreased
acquisition volumes and increased or decreased liquidity needs, respectively. At acquisition, we receive the subsidy payments, which
reduce the cost of consumer loan and lease contracts acquired, and we recognize such payments as revenue over the term of the loan
or lease.



In an effort to minimize liquidity risk and interest rate risk and the resulting negative effects on our margins, results of operations and
cash flows, our funding strategy incorporates investor diversification and the utilization of multiple funding sources including
commercia paper, medium term notes, bank |oans and asset-backed securities. AHFC has reduced the use of related party debt asa
funding source. As of March 31, 2017 AHFC had no outstanding notes issued to AHM. We incorporate a funding strategy that takes
into consideration factors such as the interest rate environment, domestic and foreign capital market conditions, maturity profiles, and
economic conditions. We believe that our funding sources, combined with cash provided by operating and investing activities, will
provide sufficient liquidity for usto meet our debt service and working capital requirements over the next twelve months.

Summary of Outstanding Debt

The table below presents a summary of our outstanding debt by various funding sources:

Weighted average
contractual interest rate
March 31, March 31,
2017 2016 2015 2017 2016 2015
(U.S. dollarsin millions)

United States Segment

Unsecured debt:
Commercial Paper.......ccccoeveeieeiienens $ 3609 $ 3587 $ 3503 1.02% 0.54% 0.19%
Related party debt..........ccccvvevvveininnnnne — 900 1,915 0.00% 0.43% 0.17%
Bank 10ans.......c.ccoeevieeveiieire e 4,890 6,292 6,290 1.68% 1.14% 0.73%
Private MTN program.........ccccceevvernene 2,946 5,443 7,458 3.77% 2.80% 2.45%
Public MTN program..........cccceeveveennene 19,491 14,479 10,938 1.63% 1.47% 1.09%
Euro MTN programme...........ccccoevenee 1,086 1,173 1,866 1.83% 1.72% 1.30%
Total unsecured debt ................... 32,022 31,874 31,970
Secured debt........cocevvveeviieeeeieceeeis 7,680 6,938 7,315 1.24% 1.00% 0.73%
Total debt .....cccveevericieiriciene $ 39702 $ 38812 $ 39,285
Canada Segment
Unsecured debt:
Commercial Paper .........ccoeeeeerereerennens $ 853 $ 1,027 % 1,084 0.87% 0.82% 0.96%
Related party debt..........cccccveevivernenee. 1,201 1,384 1,577 0.95% 0.86% 1.14%
Bank 10ans.......c.ccoceevieeveieeie e 993 1,017 1,002 1.50% 1.45% 1.54%
Other debt.......cccocvveeviiecececeeeies 2,736 1,880 1,691 1.90% 1.88% 1.85%
Total unsecured debt ................... 5,783 5,308 5,354
Secured debt........ocoevieieiiececee e 742 656 50 1.24% 1.19% 1.30%
Total debt ......ccvevverieieiriciene $ 6,525 $ 5964 $ 5,404
Consolidated
Unsecured debt:
Commercial Paper .......c.ccoeeeveeeseerennnns $ 4462 $ 4614 $ 4,587 0.99% 0.60% 0.37%
Related party debt..........ccceeevvvevnnee. 1,201 2,284 3,492 0.95% 0.69% 0.61%
Bank [0ans........ccccoveeeeeeeieceeece s 5,883 7,309 7,292 1.65% 1.18% 0.84%
Private MTN program...........ccceeceveneee. 2,946 5,443 7,458 3.77% 2.80% 2.45%
Public MTN program ........c.cceceeeeieiens 19,491 14,479 10,938 1.63% 1.47% 1.09%
Euro MTN programme...........cc.cceeveee 1,086 1,173 1,866 1.83% 1.72% 1.30%
Other debt.......ccocviveeveieiecie s 2,736 1,880 1,691 1.90% 1.88% 1.85%
Total unsecured debt ................... 37,805 37,182 37,324
Secured debt........ccceeieeviieeie e 8,422 7,594 7,365 1.24% 1.01% 0.74%
Total debt .......ccvveveerieiececeene $ 46227 $ 44776 $ 44,689

35



Commercial Paper

Asof March 31, 2017, we had commercial paper programs in the United States of $7.0 billion and in Canada of C$2.0 hillion

($1.5 billion). Interest rates on the commercial paper are fixed at the time of issuance. During fiscal year 2017, consolidated
commercial paper month-end outstanding principal balances ranged from $4.5 billion to $6.6 billion and the outstanding daily balance
averaged $5.8 billion.

Related Party Debt

AHFC issues fixed rate notes to AHM to help fund AHFC' s general corporate operations. As of March 31, 2017, AHFC had no
outstanding notes issued to AHM. HCFI issues fixed rate notes to HCI to help fund HCFI' s general corporate operations. Interest rates
are based on prevailing rates of debt with comparable terms. Generaly, the term of these notesis less than 120 days. During fiscal
year 2017, consolidated related party debt month-end principal balances ranged from $1.2 billion to $2.3 billion and the outstanding
daily balance averaged $1.9 billion.

Bank Loans

During fiscal year 2017, AHFC entered into four floating rate term loan agreements for an aggregate of $1.6 billion and HCFI entered
into two floating rate term loan agreements for an aggregate of C$375 million ($282 million). As of March 31, 2017, we had bank
loans denominated in U.S. dollars and Canadian dollars with floating interest rates, in principal amounts ranging from $38 million to
$600 million. As of March 31, 2017, the remaining maturities of all bank loans outstanding ranged from 77 days to approximately

5.5 years. The weighted average remaining maturities on all bank loanswas 3.2 years as of March 31, 2017.

Our bank loans contain customary restrictive covenants, including limitations on liens, mergers, consolidations and asset sales, and a
financial covenant that requires us to maintain positive consolidated tangible net worth. In addition to other customary events of
default, the bank loans include cross-default provisions and provisions for default if HMC does not maintain ownership, whether
directly or indirectly, of at least 80% of the outstanding capital stock of AHFC or HCFI, as applicable. All of these covenants and
events of default are subject to important limitations and exceptions under the agreements governing the bank loans. As of March 31,
2017, management believes that AHFC and HCFI were in compliance with all covenants contained in our bank loans.

Medium Term Note (MTN) Programs
Private MTN Program

AHFC no longer issues MTNSs under the Rule 144A Private MTN Program. As of March 31, 2017, the remaining maturities of Private
MTNs outstanding ranged from 164 days to approximately 4.5 years. The weighted average remaining maturities of Private MTNs
was 2.0 years as of March 31, 2017. Interest rates on outstanding Private MTNs were fixed. Private MTNs were issued pursuant to the
terms of an issuing and paying agency agreement which requires AHFC to comply with certain covenants, including negative pledge
provisions, and includes customary events of defaults. As of March 31, 2017, management believes that AHFC was in compliance
with all covenants contained in the Private MTNSs.

Public MTN Program

AHFC is awell-known seasoned issuer under SEC rules and issues Public MTNSs pursuant to a registration statement on Form S-3
filed with the SEC. In August 2016, AHFC filed aregistration statement with the SEC under which it may issue from time to time up
to $30.0 hillion aggregate principa amount of Public MTNs. During fiscal year 2016, AHFC began issuing foreign currency
denominated notes into international markets under this program. The aggregate principal amount of MTNs offered under this
program may be increased from time to time.

The Public MTNs may have original maturities of 9 months or more from the date of issue, may be interest bearing with either fixed
or floating interest rates, or may be discounted notes. During fiscal year 2017, AHFC issued $7.7 billion aggregate principal amount of
MTNs denominated in U.S. dollars, Euro and Sterling, with an original maturity ranging from 1.0 year to 10.0 years, bearing interest
at fixed and floating rates. As of March 31, 2017, the remaining maturities of all Public MTNs outstanding ranged from 35 daysto
approximately 9.4 years. The weighted average remaining maturities of all Public MTNswas 2.7 years as of March 31, 2017.

The Public MTNs are issued pursuant to an indenture, which requires AHFC to comply with certain covenants, including negative
pledge provisions and restrictions on AHFC’ s ability to merge, consolidate or transfer substantially all of its assets or the assets of its
subsidiaries, and includes customary events of default. As of March 31, 2017, management believes that AHFC wasin compliance
with all covenants under the indenture.
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Euro MTN Programme

The Euro MTN Programme was retired in August 2014. Notes under this program that are currently listed on the Luxembourg Stock
Exchange will remain listed through their maturity. As of March 31, 2017, the remaining maturities of Euro MTNs outstanding under
this program ranged from 356 days to approximately 5.9 years. The weighted average remaining maturities of all Euro MTNswas

2.2 years as of March 31, 2017. Interest rates on outstanding Euro MTNs are fixed or floating. Euro MTNs were issued pursuant to the
terms of an agency agreement which requires AHFC to comply with certain covenants, including negative pledge provisions, and
includes customary events of default. As of March 31, 2017, management believes that AHFC was in compliance with all covenants
contained in the Euro MTNs.

The table below presents a summary of outstanding debt issued under our MTN Programs by currency:

March 31,
2017 2016 2015
(U.S. dollarsin millions)
ULS. OI@E ittt ettt b e bt sae b e nne $ 20,141 $ 18,501 $ 19,189
PO ettt e e bbb e bt e ne s 2,607 2,210 802
=1 1 o OSSR 748 357 —
JADBNESE YO ...ttt e e et et s he e b she et eae e b eaeenreeaes 27 27 271
I P $ 23,523 $ 21,095 $ 20,262

Other Debt

HCFI issues privately placed Canadian dollar denominated notes, with either fixed or floating interest rates. During fiscal year 2017,
HCFI entered into four private placement trades for an aggregate of C$1.2 billion ($901 million). As of March 31, 2017, the remaining
maturities of all of HCFI's Canadian notes outstanding ranged from 7 days to approximately 5.3 years. The weighted average
remaining maturities of these notes was 2.5 years as of March 31, 2017.

The notes are issued pursuant to the terms of an indenture, which requires HCFI to comply with certain covenants, including negative
pledge provisions, and includes customary events of default. As of March 31, 2017, management believes that HCFI wasin
compliance with all covenants contained in the privately placed notes.

Secured Debt
Asset-Backed Securities

We enter into securitization transactions for funding purposes. Securitization transactions involve transferring pools of retail loansto
trusts. The trusts are special-purpose entities that we establish to accommodate securitization structures. Securitization trusts have the
limited purpose of acquiring assets, issuing asset-backed securities, and making payments on the securities. Assets transferred to
securitization trusts are considered to be legally isolated from us and the claims of our creditors. We continue to service the retail
loans transferred to the trusts. Investors in the notes issued by atrust only have recourse to the assets of such trust and do not have
recourse to AHFC, HCFI, or our other subsidiaries or to other trusts.

Our securitizations are structured to provide credit enhancements to investors in the notes issued by the trusts. Credit enhancements
can include the following:

e  Subordinated certificates—which are securities issued by the trusts that are retained by us and are subordinated in priority
of payment to the notes.

e Overcollateralization—which occurs when the principal balance of securitized assets exceed the balance of securities
issued by the trust.

e  Excessinterest—which allows excess interest collections to be used to cover losses on defaulted loans.

e Reserve funds—which are restricted cash accounts held by the trusts to cover shortfallsin payments of interest and
principal required to be paid on the notes.

¢ Yield supplement accounts—which are restricted cash accounts held by the trusts to supplement interest payments on
notes.
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Therisk retention regulationsin Regulation RR of the Securities Exchange Act of 1934, as amended (Exchange Act), require the
sponsor to retain an economic interest in the credit risk of the securitized receivables, either directly or through one or more majority-
owned affiliates. Standard risk retention options allow the sponsor to retain either an eligible vertical interest, an eligible horizontal
residual interest, or acombination of both. AHFC has satisfied this obligation by retaining an eligible vertical interest of an amount
equal to at least 5% of the principal amount of each class of note and certificate issued for the securitization transaction that was
subject to this rule but may choose to use other structures in the future.

We are required to consolidate the securitization trusts in our financial statements, which resultsin the securitizations being accounted
for as on-balance sheet secured financings. The securitized receivables remain on our consolidated balance sheet along with the notes
issued by the trusts. The notes are secured solely by the assets of the applicable trust and not by any of our other assets or those of
other trusts. The assets of atrust are the only source of funds for repayment on the notes of such trust.

During fiscal year 2017, we issued notes through asset-backed securitizations totaling $5.7 billion, which were secured by consumer
finance receivables with an initia principal balance of $6.3 billion.

Credit Agreements
Syndicated Bank Credit Facilities

AHFC maintains a $3.5 billion 364-day credit agreement, which expires on March 2, 2018, a $2.1 billion three-year credit agreement,
which expires on March 3, 2020, and a $1.4 hillion five-year credit agreement, which expires on March 3, 2022. As of March 31,
2017, no amounts were drawn upon under the AHFC credit agreements. AHFC intends to renew or replace these credit agreements
prior to or on their respective expiration dates.

HCFI maintains a C$1.6 billion ($1.2 billion) credit agreement, as amended, which provides that HCFI may borrow up to

C$800 million ($601 million) on a one-year and up to C$800 million ($601 million) on afive-year revolving basis. The one-year
tranche of the credit agreement expires on March 24, 2018 and the five-year tranche of the credit agreement expires on March 24,
2022. Asof March 31, 2017, no amounts were drawn upon under the HCFI credit agreement. HCFI intends to renew or replace the
credit agreement prior to or on the expiration date of each respective tranche.

The credit agreements contain customary conditions to borrowing and customary restrictive covenants, including limitations on liens
and limitations on mergers, consolidations and asset sales. The credit agreements al so require AHFC and HCFI, respectively, to
maintain a positive consolidated tangible net worth as defined in their respective credit agreements. The credit agreements, in addition
to other customary events of default, include cross-default provisions and provisions for default if HMC does not maintain ownership,
whether directly or indirectly, of at least 80% of the outstanding capital stock of AHFC or HCFI, as applicable. In addition, the AHFC
and HCFI credit agreements contain provisions for default if HMC’ s obligations under the HMC-AHFC Keep Well Agreement or the
HMC-HCFI Keep Well Agreement, as applicable, becomeinvalid, voidable, or unenforceable. All of these conditions, covenants and
events of default are subject to important limitations and exceptions under the agreements governing the credit agreements. As of
March 31, 2017, management believes that AHFC and HCFI were in compliance with all covenants contained in the respective credit
agreements.

Other Credit Agreements

AHFC maintains other committed lines of credit that allow the Company access to an additional $1.0 billion in unsecured funding
with multiple banks. The credit agreements contain customary covenants, including limitations on liens, mergers, consolidations and
asset sales and a requirement for AHFC to maintain a positive consolidated tangible net worth. As of March 31, 2017, no amounts
were drawn upon under these agreements. These agreements expire in September 2017. AHFC intends to renew these credit
agreements prior to or on their expiration dates.

Keep Well Agreements

HMC has entered into separate Keep Well Agreements with AHFC and HCFI. For additional information, refer to “Part |, Item 1.
Business—Rel ationships with HMC and Affiliates—HMC and AHFC Keep Well Agreement” and “Part I, Item 1. Business—
Relationships with HMC and Affiliates—HMC and HCFI Keep Well Agreement.”

As consideration for HMC' s obligations under the Keep Well Agreements, we have agreed to pay HMC a quarterly fee based on the
amount of outstanding Debt pursuant to support compensation agreements, dated October 1, 2005. We incurred expenses of

$20 million, $18 million and $17 million during fiscal years 2017, 2016 and 2015, respectively, pursuant to these support
compensation agreements.
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I ndebtedness of Consolidated Subsidiaries

Asof March 31, 2017, AHFC and its consolidated subsidiaries had $57.1 hillion of outstanding indebtedness and other liabilities,
including current liabilities, of which $15.2 billion consisted of indebtedness and liabilities of our consolidated subsidiaries. None of
AHFC's consolidated subsidiaries had any outstanding preferred equity.

Derivatives

We utilize derivative instruments to mitigate exposures to fluctuations in interest rates and foreign currency exchange rates. The types
of derivative instruments include interest rate swaps, basis swaps, and cross currency swaps. Interest rate and basis swap agreements
are used to mitigate the effects of interest rate fluctuations of our floating rate debt relative to our fixed rate finance receivables and
operating lease assets. Cross currency swap agreements are used to manage currency and interest rate risk exposure on foreign
currency denominated debt. The derivative instruments contain an element of credit risk in the event the counterparties are unable to
meet the terms of the agreements.

All derivative financial instruments are recorded on our consolidated balance sheet as assets or liabilities, and carried at fair value.
Changesin the fair value of derivatives are recognized in our consolidated statements of income in the period of the change. Since we
do not elect to apply hedge accounting, the impact to earnings resulting from these valuation adjustments as reported under GAAP is
not representative of our results of operations as evaluated by management. Realized gains and losses on derivative instruments, net of
realized gains and losses on foreign currency denominated debt, are included in the measure of net revenues when we evaluate
segment performance. Refer to Note 15—Segment Information of Notes to Consolidated Financial Statements for additional
information about segment information and Note 5—Derivative Instruments of Notes to Consolidated Financial Satements for
additional information on derivative instruments.

Off-Balance Sheet Arrangements

We are not a party to off-balance sheet arrangements.

Contractual Obligations

The following table summarizes our contractual obligations, excluding lending commitments to dealers and derivative obligations, by
fiscal year payment period, as of March 31, 2017:

Payments due by period

Total 2018 2019 2020 2021 2022 Ther eafter

(U.S. dollarsin millions)
Unsecured debt obligations @................ $ 3788 $ 13144 $ 7170 $ 6490 $ 3026 $ 4439 $ 3,616
Secured debt obligations®.................... 8,435 4,661 2,443 1,144 187 — —
Interest paymentson debt @ ................. 1,921 655 504 322 202 123 115
Operating lease obligations.................... 41 9 7 7 4 4 10
10 $ 48282 $ 18469 $ 10124 $ 7963 $ 3419 $ 4566 $ 3,741

(1) Debt obligations reflect the remaining principal obligations of our outstanding debt and do not reflect unamortized debt discounts and fees.
Repayment schedule of secured debt reflects payment performance assumptions on underlying receivables. Foreign currency denominated
debt principa is based on exchange rates as of March 31, 2017.

(2) Interest payments on floating rate and foreign currency denominated debt based on the applicable floating rates and/or exchange rates as of
March 31, 2017.

The obligationsin the above table do not include certain lending commitments to dealers since the amount and timing of future
payments is uncertain. Refer to Note 9—Commitments and Contingencies of Notes to Consolidated Financial Statements for
additional information on these commitments.

Our contractual obligations on derivative instruments are also excluded from the table above because our future cash obligations under
these contracts are inherently uncertain. We recognize al derivative instruments on our consolidated balance sheet at fair value. The
amounts recognized as fair value do not represent the amounts that will be ultimately paid or received upon settlement under these
contracts. Refer to Note 5—Derivative Instruments of Notes to Consolidated Financial Statements for additional information on
derivative instruments.
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New Accounting Standards

Refer to Note 1(0) —Recently Adopted Accounting Standards and Note 1(p)—Recently Issued Accounting Standards of Notes to
Consolidated Financial Satements.

Critical Accounting Policies

Critical accounting policies are those accounting policies that require the application of our most difficult, subjective, or complex
judgments, often requiring us to make estimates about the effects of matters that are inherently uncertain and may changein
subsequent periods, or for which the use of different estimates that could have reasonably been used in the current period would have
had a material impact on the presentation of our financial condition, cash flows, and results of operations. The impact and any
associated risks related to these estimates on our financial condition, cash flows, and results of operations are discussed throughout
“Management’ s Discussion and Analysis of Financial Condition and Results of Operation” where such estimates affect reported and
expected financial results. Different assumptions or changes in economic circumstances could result in additional changesto the
determination of the allowance for credit losses and the determination of lease residua values.

Credit Losses

We maintain an allowance for credit losses for management’ s estimate of probable losses incurred on our finance receivables. We also
maintain an estimate for early termination losses on operating |ease assets due to lessee defaults and an allowance for credit losses on
past due operating lease rental payments. These estimates are evaluated by management, at minimum, on a quarterly basis.

Consumer finance receivables are collectively evaluated for impairment. Delinquencies and losses are monitored on an ongoing basis
and this historical experience provides the primary basis for estimating the allowance. Management utilizes various methodol ogies
when estimating the allowance for credit losses including models which incorporate vintage loss and delinquency migration analysis.
These model s take into consideration attributes of the portfolio, including loan-to-value ratios, internal and external credit scores,
collateral types, and loan terms. Market and economic factors such as used vehicle prices, unemployment rates, and consumer debt
service burdens are also incorporated into these models. Estimated losses on operating |eases expected to terminate early due to lessee
defaults are also determined collectively, consistent with the methodol ogies used for consumer finance receivables.

Dealer finance receivables are individually evaluated for impairment when specifically identified as impaired. Dealer finance
receivables are considered to be impaired when it is probable that we will be unable to collect all amounts due according to the
original terms of the loan. Our determination of whether dealer loans are impaired is based on eval uations of dealership payment
history, financia condition, and cash flows, and their ability to perform under the terms of the loans. Dealer |oans that have not been
specificaly identified asimpaired are collectively evaluated for impairment.

Refer to Note 1(e)—Finance Receivables, Note 1(f)—Investment in Operating L eases and Note 1(i)—V ehicles Held for Disposition
of Notesto Consolidated Financial Statements for additional information regarding charge-offs or write-downs of contractual
balances of retail and dealer finance receivables and operating leases.

Our alowance for credit losses and early termination losses on operating leases requires significant judgment about inherently
uncertain factors. The estimates are based on management’ s evaluation of many factors, including our historical credit loss experience,
the value of the underlying collateral, delinquency trends, and economic conditions. The estimates are based on information available
as of each reporting date. Actual losses may differ from the original estimates due to actual results varying from those assumed in our
estimates.

Sensitivity Analysis

If we had experienced a 10% increase in net charge-offs of finance receivables during fiscal year 2017, our provision for credit losses
would have increased by approximately $28 million during the period. Similarly, if we had experienced a 10% increase in realized
losses on the disposition of repossessed operating lease vehicles during the twelve-month period ended March 31, 2017, we would
have recognized an additional $13 million in early termination losses in our consolidated statement of income during the period.
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Determination of Lease Residual Values

Contractual residual values of lease vehicles are determined at |ease inception based on expectations of future used vehicle values,
taking into consideration external industry data and our own historical experience. L ease customers have the option at the end of the
lease term to return the vehicle to the dealer or to buy the vehicle at the contractual residual value (or if purchased prior to lease
maturity, for the outstanding contractual balance). Returned lease vehicles can be purchased by the grounding dealer at the contractual
residual value (or if purchased prior to lease maturity, for the outstanding contractual balance) or a market based price. Returned lease
vehicles that are not purchased by the grounding dealer are sold through online and physical auctions. We are exposed to risk of loss
on the disposition of returned lease vehicles when the proceeds from the sale of the vehicles are less than the contractual residual
values at the end of lease term. We assess our estimates for end of term market values of the leased vehicles, at minimum, on a
quarterly basis. The primary factors affecting the estimates are the percentage of leased vehicles that we expect to be returned by the
lessee at the end of lease term and expected |oss severities. Factors considered in this evaluation include, among other factors,
economic conditions, historical trends and market information on new and used vehicles. Our leasing volumes and leasing volumes
across the automotive industry have increased significantly in recent years. As aresult, the supply of off-lease vehicles will continue
to increase over the next several years which could negatively impact used vehicle prices.

For operating leases, adjustments to estimated residual values are made on a straight-line basis over the remaining term of each lease
and recognized as depreciation expense. For direct financing leases, downward adjustments for declines in estimated residual values
deemed to be other-than-temporary are recognized as aloss on lease residual values in the period in which the estimate changed.

Sensitivity Analysis

If future estimated auction values for all outstanding operating leases as of March 31, 2017 were to decrease by $100 per unit from our
current estimates, the total impact would be an increase of approximately $66 million in depreciation expense, which would be
recognized over the remaining lease terms. If future return rates for all operating leases were to increase by one percentage point from
our current estimates, the total impact would be an increase of approximately $11 million in depreciation expense, which would be
recognized over the remaining lease terms. This sensitivity analysis may be asymmetric and is specific to the conditions in effect as of
March 31, 2017. Additionally, any declinesin auction values are likely to have a negative effect on return rates which could affect the
severity of the impact on our results of operations.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to various market risks. Our financial condition, cash flows, and results of operations depend on the extent to which
we effectively identify and manage these risks. The principal types of risk to our businessinclude:

® Interest rate risk arising from changesin interest rates related to our funding, investing, and cash management activities.
Our assets consist primarily of fixed rate receivables and operating lease assets, however, our liabilities consist of both
floating and fixed rate debt. We utilize interest rate and basis swaps to mitigate the impact of interest rate movements on
our cash flows and net interest margins.

e Exchangerate risk arising from changesin value of our foreign currency denominated debt in response to fluctuations in
exchange rates of various currencies. We enter into cross currency swaps concurrently with the issuance of this debt to
convert al interest and principal paymentsto either of our functional currencies, which is United States dollarsin the
United States segment and Canadian dollars in the Canadian segment, which effectively eliminates our foreign currency
exchange rate risks.

e Counterparty risk arising primarily with our derivative contracts. To manage thisrisk, we limit our exposure to
counterparties in accordance with credit rating based guidelines. We also enter into master netting agreements which help
to mitigate our exposure to loss in the case of defaults. Except in very limited circumstances involving counterparties with
consolidated securitization trusts, we generally have not entered into credit support agreements with our counterparties.
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To provide a quantitative measure of the sensitivity of interest rate movements on our pre-tax cash flows, we have estimated the effect
of ahypothetical 100 basis point increase and decrease to benchmark interest rates on our floating rate financial instruments for the 12
month periods ending March 31, 2018 and 2017 below. Our estimates were based upon our existing receivables, debt, and derivatives
as of March 31, 2017 and 2016. We do not include any assumptions for reinvestment of maturing assets and refinancing of maturing
debt. The estimates for a 100 basis point decrease assume that rates cannot fall below zero percent.

Impact on pre-tax cash flows for the 12 monthsending March 31,

Hypothetical changein interest rate 2018 2017
100 basiS poiNnt iNCrEase. .......cceerveereeiriererieene $7 million decrease $33 million increase
100 basis point decrease.........cccevvevveeresesreneens $8 million increase $30 million decrease

The impact on pre-tax cash flows of a hypothetical increase in interest rates changed from a net positive impact for the period ending
March 31, 2017 to a net negative impact for the period ending March 31, 2018 due to an increase in the mix of pay float instruments
relative to receive float instruments. For the same reason, the impact on pre-tax cash flows of a hypothetical decrease in interest rates
changed from a net negative impact for the period ending March 31, 2017 to a net positive impact for the period ending March 31,
2018.

Item 8. Financial Statements and Supplementary Data

Our consolidated financia statements, the accompanying notes to consolidated financial statements, and the Report of Independent
Registered Public Accounting Firm that are filed as part of this Form 10-K are listed under “Part 1V, Item 15. Exhibits, Financial
Satement Schedules’ and are set forth beginning on page F-1 immediately following the Signatures page of this Form 10-K.

The required supplementary financial information is disclosed in Note 16—Selected Quarterly Financial Data (Unaudited) of Notesto
Consolidated Financial Statements.
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Item 9. Changesin and Disagreementswith Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our Principal Executive Officer and Principal Financial Officer have performed an evaluation of our disclosure controls and
procedures, as that term is defined in Rule 13a-15(€) of the Exchange Act, as of March 31, 2017, and each has concluded that such
disclosure controls and procedures are effective, at the reasonable assurance level, to ensure that information required to be disclosed
in our periodic reports filed under the Exchange Act is recorded, processed, summarized and reported within the time periods
specified by the SEC' s rules and forms, and such information is accumulated and communicated to management, including our
Principal Executive Officer and Principal Financial Officer, as appropriate to allow timely decisions regarding required disclosures.
Our management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable
assurance of achieving their objectives, and management necessarily appliesits judgment in evaluating the cost-benefit relationship of
possible controls and procedures.

Management’s Annual Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting, as that term is defined
in Rule 13a-15(f) of the Exchange Act. Internal control over financial reporting is a process designed to provide reasonabl e assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles in the United States. Because of itsinherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to
therisk that controls may become inadequate because of changesin conditions or because the degree of compliance with policies or
procedures may deteriorate.

Management conducted, under the supervision of our Principal Executive Officer and Principal Financial Officer, an evaluation of the
effectiveness of our internal control over financia reporting based on the framework in Internal Control — Integrated Framework
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission, commonly referred to as the “COSO”
criteria. Based on the assessment performed, management concluded that our internal control over financial reporting was effective as
of March 31, 2017.

Thisannual report does not include an attestation report of our independent registered public accounting firm regarding internal
control over financial reporting. Management’ s report is not subject to attestation by our independent registered public accounting
firm pursuant to rules of the SEC applicable to non-accelerated filers.

Changesin Internal Control over Financial Reporting
There were no changesin the internal control over financial reporting during the quarter ended March 31, 2017, that have materially

affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Item 9B. Other Information

None.
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PART |11

Item 10. Directors, Executive Officersand Cor por ate Gover nance
We have omitted this section pursuant to General Instruction 1(2) of Form 10-K.

Item 11. Executive Compensation
We have omitted this section pursuant to General Instruction 1(2) of Form 10-K.

Item 12. Security Owner ship of Certain Beneficial Ownersand Management and Related Stockholder Matters
We have omitted this section pursuant to General Instruction I(2) of Form 10-K.

Item 13. Certain Relationships and Related Transactions, and Director | ndependence

We have omitted this section pursuant to General Instruction I(2) of Form 10-K.

Item 14. Principal Accounting Feesand Services

The following table represents aggregate costs for fees and services provided to us by our independent registered public accounting
firm, KPMG LLP.

Yearsended March 31,

2017 2016
(U.S. dollarsin thousands)
U o [ 1T $ 8,468 $ 6,823
E N o L = = =0 I = = 245 232
LI G === - -
y N 10T g (== - -
OB ottt ce et s e e ste e e te e s beeeaeesabeesseeeaseesheeaase e bee e seeaneeeabeeaRaeeaneeaheeeneebeeebeeaneeeareeaneennneenns $ 8,713 $ 7,055

Audit fees are for audit services, which are professional services provided by independent auditors for the audit or review of our
financial statements or for services that are normally provided by independent auditors with respect to any submissions required under
applicable laws and regulations.

Audit-related fees are for audit-related services, which are assurance and related services by independent auditors that are reasonably
related to the performance of the audit or review of our financial statements and other related services. This category includes fees for
agreed upon procedures related to our securitization transactions.

Auditor Pre-Approval Policy

We comply with pre-approval policies and procedures established by HMC which list particular audit services and non-audit services
that may be provided. None of the services provided were waived from pre-approval requirements pursuant to paragraph (¢)(7)(i)(C)
of Rule 2-01 of Regulation S-X.



PART IV

Item 15. Exhibits, Financial Statement Schedules

(2) Our consolidated financial statements, the accompanying notes to consolidated financial statements, and the Report of Independent
Registered Public Accounting Firm that are filed as part of this Form 10-K are set forth beginning on page F-1 immediately following
the Signatures page of this Form 10-K.

(2) Financial statement schedules have been omitted because they are not applicable, the information required to be contained in them
is disclosed in Note 2—Finance Receivables of Notes to Consolidated Financial Statements or the amounts involved are not sufficient
to require submission.

(3) Seethe Exhibit Index beginning on page E-1 of this Form 10-K.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned, thereunto duly authorized.

Dated: June 22, 2017

AMERICAN HONDA FINANCE CORPORATION

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on

By: /s/ Paul C. Honda

Paul C. Honda

Vice President and Assistant Secretary

(Principal Accounting Officer)

behalf of the registrant and in the capacities and on the dates indicated.

Signature

/9 Hideo Moroe

Hideo Moroe

/9 Shinji Kubaru

Shinji Kubaru

/9 Paul C. Honda

Paul C. Honda

/s David W. Paull

David W. Paul

Toshiaki Mikoshiba

Kohe Takeuchi

Title

President and Director
(Principal Executive Officer)

Vice President, Treasurer and Director
(Principal Financial Officer)

Vice President and Assistant Secretary
(Principal Accounting Officer)

Senior Vice President, Risk Management
Officer and Director

Chairman and Director

Director
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Report of Independent Registered Public Accounting Firm

The Board of Directors
American Honda Finance Corporation:

We have audited the accompanying consolidated balance sheets of American Honda Finance Corporation, a wholly-owned subsidiary
of American Honda Motor Co., Inc., and subsidiaries (the Company), as of March 31, 2017 and 2016, and the related consolidated
statements of income, comprehensive income, changesin equity, and cash flows for each of the yearsin the three-year period ended
March 31, 2017. These consolidated financia statements are the responsibility of the Company’s management. Our responsibility isto
express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonabl e assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosuresin the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financia position of
American Honda Finance Corporation and subsidiaries as of March 31, 2017 and 2016, and the results of their operations and their
cash flows for each of the yearsin the three-year period ended March 31, 2017, in conformity with U.S. generally accepted accounting
principles.

/s KPMGLLP

Los Angeles, California
June 22, 2017



AMERICAN HONDA FINANCE CORPORATION
AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(U.S. dollarsin millions, except share amounts)

March 31,
2017 2016
Assets
Cash and Cash EQUIVAIENES............c.eueieeeeeteeeee ettt ettt ettt sttt esese et bese e e teseassessesenees $ 760 $ 658
FiNANCE rECEIVADIES, NMEL......ccuciieeeiiieiiieisese sttt ne ettt ebe et e e ebe e ns 35,904 35,793
Investment in Operating |EaSES, NEL ........c.uoiieie e sttt e ae e e s 31,310 28,247
Due from Parent and affiliated COMPBNIES. ........ccuerieiiirieeeiieese sttt st sbe b s sneeas 228 132
INCOME tAXES FECEIVADIE........ceiee ettt sb e b b sae e 256 514
Vehicles NEld fOr diSPOSITION. .......coiitiieiiiterte ittt besb e e e e e e et et esesbesaesaesbeseesnans 255 216
DB BSSELS .....cu ettt bbbt e bbb st e b bt E b b e Rt £ A b b e e e bkt b bbbt s 892 751
DEriVAiVE INSITUMENTS ... .cueiieite ittt sttt ettt eb e he et sbesbesbeseesbesaese e e e ne et e st ebeeaeenesbesbesaesnennas 249 342
TOBl BSSEES ... vveeeetete ettt bbbttt bbbttt b et ben ettt bbbt e b $ 69,854 $ 66,653
Liabilitiesand Equity
DT o PSPPSR $ 46,227 $ 44,776
Due to Parent and affiliated COMPANIES .......ccueceiieieeiciieceet ettt ste s e e se e ene e sneeressesnesnenan 91 81
ACCIUEH INTErESE EXPENSE ...ueveeeeeeeeieeteete st te et e st e et e e e e e e e e e et e ssesaestesteseestentesseneenseneeneesensessessensessesenns 120 110
DS = = o (e e T = = OSSP 8,792 8,109
OLNEr [TADITTIES. ... vttt 1,389 1,293
DO TVALIVE INSIIUMENES ...ttt ss e sse ettt be st ee e sse e sb e e ese e ese st esesbenesbenenbe e sbe e ebeneans 449 216
TOE HADHTTIES. ...ceeeeeeite bbb 57,068 54,585
Commitments and contingencies (Note 9)
Shareholder’ s equity:
Common stock, $100 par value. Authorized 15,000,000 shares; issued and outstanding
13,660,000 shares as of March 31, 2017 and 2016 ............cceerererermeenerineenesesieiesese s sesesseseses 1,366 1,366
RELAINEA BAIMINGS ...ttt b bt bt bbb e et e b e e e e e e e st e bt ebesbeseesbesbenes 10,787 10,104
Accumulated other COMPIENENSIVE [OSS.......couiuiiiiiiiiie ittt b e sae b b e (110) (92)
Total SharehOlder' S EQUITY ......eveieieeee e e 12,043 11,378
Noncontrolling iNtErest iN SUDSIAIAIY ........coeiieieie et 743 690
TOBl EOUITY ... vtttk bbbt e bbbt e bbb 12,786 12,068
Ie L= o L= S o = o O S $ 69854 $ 66,653

The following table presents the assets and liabilities of consolidated variable interest entities. These assets and liabilities are included
in the consolidated balance sheets presented above. Refer to Note 10 for additional information.

March 31,
2017 2016
FiNaNCE rECEIVANIES, NEL ......cviiiiii ettt ste e et e e e b e st e e sbeesabeeeseeeaseesbesenseesbessnsesnsessasesnneesnneens $ 8,512 $ 7,706
Vehicles held fOr diSPOSITION........couiiiieiieeerie bbb e ebe e 3 3
(@1 1= =55 £ 367 299
TOLBl @SSELS ...ttt ettt ettt et et et e et e et et et et e et e e et eaeeaeeaeeteeteeaeeteeteeteee et entennenneneens $ 8,882 $ 8,008
ol =0 (= o SRR $ 8,422 $ 7,594
ACCIUEH INTENESE EXPIENSE. .. et eueeeteeee st ete st este st eteeteeteeseaseessaaseenseaseensesaeessesseesseansetenssanseensenneensenneannes 4 3
TOtal [HADITIES. ....veiviieeieeccee et ae st st e s re s b e besteseense s e e eneeneenas $ 8,426 $ 7,597

See accompanying notes to consolidated financial statements.




AMERICAN HONDA FINANCE CORPORATION
AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF INCOME
(U.S. dollarsin millions)

Yearsended March 31,

2017 2016 2015
Revenues:
Direct fiNaNCIiNG [E8SES. .......ccveveveeieeeeteteeeeee ettt $ 34 $ 72 $ 135
G 1 SRR 1,188 1,185 1,266
D= SR 147 122 118
OPEratiNG [EBSES.......eoueieereesie ittt see sttt et sae b e e 6,333 5,523 4,842
TOLA FEVENUES......ceevereetirieie ettt sttt et sae s e see e renessenens 7,702 6,902 6,361
Depreciation 0N OPerating |@8SES. .........ciuiirirerie et 5,056 4,421 3,838
I NEETESE EXPENSE ...ttt sttt sttt se et se et e be e etesaetestesessesessenentenens 728 592 580
NEL TEVEINUES ...t s 1,918 1,889 1,943
Gain on disposition of 1€ase VENICIES ..........occireiiecicce e 43 51 37
(010 g To0] 0 S 105 97 98
TOtal NEL TEVENUES........cveeceeeetee ettt ettt ettt eseeebe e sbaeereesree s 2,066 2,037 2,078
Expenses:
Genera and adminiStrative EXPENSES.........coeirerirereee et 434 403 398
Provision fOr Credit I0SSES.......coiuiiiieiiiese e sae e sre e 210 150 114
Early termination 10Ss 0N operating |€ases.........covveeveieieieneneeeese e 73 46 37
Impairment 0SS 0N OPErating [E8SES.......covcirieerieeree e — 8 —
Losson lease residual VEIUES..........cccvveireeirieeneeee e 15 13 4
Gain/(Loss) on derivative INStrUMENES.......cceeeiereererieieeseeeseeeseseseeresseseesnens 315 (101) 326
Gain/(Loss) on foreign currency revaluation of debt............cccccvevvveeviviieniennnnns (171) 60 (353)
TOLAl EXPENSES. .. .eveieieeeeieseeieeeeeseesestesaessestesaesaessesessensesesneeneesessesasanenses 876 579 526
INcomMe DEfOre INCOME LAXES .....c.ceveievieeeerie e 1,190 1,458 1,552
INCOME TAX EXPEINSE ... iuveeeieeiteesieesseesite e saeesseesbaeeeeesseesabeesaeesaneesaaeeneesnaeebeensnesnres 437 548 560
NEL INCOME. ...ttt b et s re b b sen 753 910 992
Less: Net income attributable to noncontrolling interest ..........ccocevveveninieienene, 70 54 50
Net income attributable to
American Honda Finance Corporation...........ceeeveeeeeeeeeneseeeseseeeseseeenns $ 683 $ 856 $ 942
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(U.S. dollarsin millions)
Yearsended March 31,
2017 2016 2015
N = 0070 $ 753 $ 910 $ 992
Other comprehensive loss:
Foreign currency translation adjustment ...........ccccvvveeereseseseseeseeeeee e (35) (32) (195)
CoMPreNENSIVE INCOME....c.viieieeeeeeee e eee et st sae e e ne e 718 878 797
Less: Comprehensive income/(loss) attributable to
NONCONLIOIING INTEIESE ..ot s 53 39 (43)
Comprehensive income attributable to
American Honda Finance Corporation...............ceeeeeeeveveeeeeeveveeeesnerenennn. $ 665 $ 839 $ 840

See accompanying notes to consolidated financial statements.
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AMERICAN HONDA FINANCE CORPORATION

AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF CHANGESIN EQUITY

(U.S. dollarsin millions)

Accumulated
other
Retained comprehensive Common Noncontroalling
Total earnings income/(loss) stock interest
Balanceat March 31, 2014........................ $ 10,393 $ 8,306 $ 27 $ 1,366 $ 694
NEL INCOME.....ceiieee e 992 942 — — 50
Other comprehensive l0Ss..........ccccoeeerenene (195) — (102) — (93)
Balanceat March 31, 2015........................ $ 11,190 $ 9,248 $ (75) % 1,366 $ 651
NELINCOME....cceiiece e 910 856 — — 54
Other comprehensive 10SS........cccceveerieeeneee (32) — a7 — (15)
Balanceat March 31, 2016........................ $ 12,068 $ 10,104 % 92) $ 1366 $ 690
NEL INCOME.....ceeiiieeceee e 753 683 — — 70
Other comprehensive [0SS........cccoovveerecienee (35) — (18) — (a7)
Balanceat March 31, 2017..........cccoeuene.. $ 12,786 $ 10,787 $ (110) % 1,366 $ 743

See accompanying notes to consolidated financial statements.




AMERICAN HONDA FINANCE CORPORATION
AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF CASH FLOWS
(U.S. dollarsin millions)

Yearsended March 31,

2017 2016 2015
Cash flows from operating activities:
NEL INCOME. ...ttt sttt s e b ee s s s b e b s e neee $ 753 % 910 % 992
Adjustments to reconcile net income to net cash provided by operating activities:
Debt and derivative instrument valuation adjustments ...........ccccceeceveeveseevieseesie e, 161 (186) (189)
Loss on leaseresidual values and provision for credit [0SSes .........cooeveveicieiciecnnene 225 163 118
Early termination loss on operating leases and impairment on operating leases........... 73 54 37
Depreciation and @amOrtiZaLION ..........co.eovereerieeeireeeeiese st e ee e e e 5,063 4,426 3,843
Accretion of unearned suUbSIAY INCOME ........ooeiiiiiiiiicee s (1,243) (1,089) (1,077)
Amortization of deferred dealer participation and IDC ...........cooeiiniieneneieieeeeeee 315 316 336
Gain on disposition of lease vehicles and fixed aSsats........ccooveviveneiencsese e (43) (51) (37)
Deferred INCOME TAXES. ... .cueiueieirteie st eae st sae e sbesaeseesbesbeseeeeneenee e eneeneeneens 688 969 513
Changes in operating assets and liabilities:
Income taxes receivable/payable ..o 257 (449) 1
OENES BSSELS ...ttt ettt b e b e e b e ebe e (72) (7) (23)
Accrued interest/discountS on debt ...........ooeiiiirinei e 54 44 41
Other [1@DIITIES. ...ttt e 124 81 45
Due to/from Parent and affiliated COMPanies ..........ccoeveeerrereeneeneese e (85) (19) (21)
Net cash provided by operating aCtivities ..........coecveeviininnirreeeee 6,270 5,162 4,579
Cash flows from investing activities:
Finance receivableS aCUITEd...........cvveiiriie et e e enens (16,761) (14,285) (16,115)
Principal collected on finance reCeiVabIes..........ccoeieieieiiieceee s enens 16,140 16,947 18,025
Net change in WhoIESAlE 10NS.........c.eviiiiice e eneas (297) (467) 239
Purchase of operating 1€aSe VENICIES..........ccceiiiiieieieccieee s e e s sn e eneenens (15,949) (15,445) (13,826)
Disposal of operating 16ase VENICIES..........ccciiiieceseseecee s 7,364 6,765 6,236
Cash received for unearned subSidy INCOME.........cccciieieieieicere e s 1,593 1,281 1,222
Other INVESting aCtiVItieS, NEL .......cccocieice e s (79) (49) (9)
Net cash used in INVEStiNg aCtiVITIES........cceeeecericre e (7,889) (5,253) (4,228)
Cash flows from financing activities:
Proceeds from issuance of COMMEXCial PAPEY.......coiereeirierieeieere e 41,162 36,995 39,823
Paydown of COMMENCIal PADEY .......coueiiiieieie e e enea (41,303) (36,916) (39,260)
Proceeds from issuance of related party debt ... 12,514 19,491 40,144
Paydown of related party debt ..o (13,567) (20,657) (41,179)
Proceeds from issuance of medium term notes and other debt.............cooeiiieiiieiiininen. 10,488 7,951 10,166
Paydown of medium term notes and other debt ..o (8,411) (6,948) (8,669)
Proceeds from issuance of secured debt ..........cooeieieiiiiii e 5,708 4,500 4,238
Paydown Of SECUred dEDL ...........coveuirieiciie s (4,868) (4,283) (5,108)
Net cash provided by financing aCtiVities ..........cocccveiviinennise e 1,723 133 155
Effect of exchange rate changes on cash and cash equivalents..........c.ccccverrirnnceneccnencne, (2) (18) (10)
Net increase in cash and cash equUIValENtS..........coeereriirennesee e 102 24 496
Cash and cash equivalents at beginning Of YEar ..o 658 634 138
Cash and cash equivalents at end Of YEaI ..........ccceceiieiecerice st ene s $ 760 $ 658 $ 634
Supplemental disclosures of cash flow information:
INEEIESE PAIT. ... . cveveveteeeeetetetetetete ettt ettt b ae bt et b sesebebebebesesebebebesesesesebesesesesesetetesesesesasase $ 674 $ 536 % 575
Income taxes pai d/(FECEAIVEM) .......ooviriereiiee et e (508) 32 51

See accompanying notes to consolidated financia statements.
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AMERICAN HONDA FINANCE CORPORATION
AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Summary of Business and Significant Accounting Policies

American Honda Finance Corporation (AHFC) is awholly-owned subsidiary of American Honda Motor Co., Inc. (AHM or the
Parent). Honda Canada Finance Inc. (HCFI) is amajority-owned subsidiary of AHFC. Noncontrolling interest in HCFI is held
by Honda Canada Inc. (HCI), an affiliate of AHFC. AHM is awholly-owned subsidiary and HCI is an indirect wholly-owned
subsidiary of Honda Motor Co., Ltd. (HMC). AHM and HCI are the sole authorized distributors of Honda and Acura products,
including motor vehicles, parts, and accessoriesin the United States and Canada.

Unless otherwise indicated by the context, al references to the “Company” include AHFC and its consolidated subsidiaries
(refer Note 1(b) Principles of Consolidation below), and referencesto “AHFC” refer solely to American Honda Finance
Corporation (excluding AHFC’ s subsidiaries).

The Company provides various forms of financing to authorized independent dealers of Honda and Acura products and their
customers in the United States and Canada. The Company a so finances alimited number of vehicles other than Honda and
Acura products. The Company’ s financing products include the following categories:

Retail Loans — The Company acquires retail installment contracts from deal ers who originate the contracts with
consumers. Retail loans are collateralized by liens on the related vehicles or equipment. Retail loan terms range primarily
from two to six years.

Retail Leases— The Company acquires closed-end vehicle |ease contracts between dealers and their customers. The dealer
assigns al of itsrights, title, and interest in the lease and motor vehicle to the Company upon acquisition. Lease terms
range primarily from two to five years.

Dealer Loans— The Company provides wholesale and commercial loans to dealers. Wholesale loans are used by dedlers
to finance the purchase of inventory. The Company retains purchase money security interest in al inventory financed;
however, the Company has no right to recover a product sold to consumers in the ordinary course of business. The
Company has entered into agreements with AHM and HCI, which provide for their repurchase of new, unused, and
unregistered vehicles or equipment that have been repossessed from a dealer who defaults on awholesale loan.
Commercial loans are used primarily for financing dealership property and working capital purposes. Commercial loans
are generally secured by the associated properties, as well as corporate or personal guarantees from, or on behalf of, the
related dealer’ s principals.

The Company’ s finance receivables and investment in operating leases are geographically diversified throughout the United
States and Canada

The consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles
(GAAP). In preparing the consolidated financial statements, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities as of the dates of the consolidated balance sheets and revenues and expenses
for the applicable periods. Those estimates include, among other things, the residual value estimates of lease vehicles and
estimates for the allowances for credit losses and early termination losses on operating leases. Actual results could differ
significantly from these estimates.

(8 BusinessRisks

The Company’ s business is substantially dependent upon the sale of Honda and Acura products. The financing businessis
also highly competitive. The Company’s competitors and potential competitors include national, regional, and local
finance companies and other types of financial services companies, such as commercial banks, savings and loan
associations, leasing companies, and credit unions. The Company’s future profitability will be largely dependent upon its
ability to provide cost-competitive, quality financial products and services to its customers and to the availability and cost
of its capital in relation to that of its competitors. The Company’s liquidity islargely dependent on access to credit
markets. The Company has been able to meet funding needs through diversified funding sources.
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Higher than expected credit losses and lower than anticipated |ease residual values due to prolonged periods of negative
economic and market conditions can adversely affect the Company’s financial position, results of operations, and related
cash flows. The Company manages these risks with purchasing and residual value setting standards, collection efforts, and
lease remarketing programs. Refer to Note 1(g) for additional discussion on the allowance for credit losses and Note 1(h)
for additional discussion on the determination of lease residual values.

The Company is exposed to market risks, principally interest rate and foreign currency risks, and utilizes derivative
instruments to manage those risks. Although the use of derivative instruments mitigates a substantial portion of these
risks, not all risk is eliminated. Refer to Note 1(n) for additional discussion on derivative instruments.

Principles of Consolidation

The consolidated financial statements include the accounts of AHFC and its subsidiaries. All subsidiaries are wholly-
owned, except for HCFI, which is mgjority-owned (52.33% as of March 31, 2017 and 2016).

The Company also consolidates variable interest entities (VI1ES) where the Company is the primary beneficiary. All
consolidated VIEs are statutory trusts formed by the Company to accommodate securitization structures.

In April 2017, the Company sold all issued and outstanding common stock of its wholly-owned subsidiary American
Honda Service Contract Corporation (AHSCC) to AHM for an amount equal to AHSCC' stotal equity as of
March 31, 2017. AHSCC was not material to the Company’s operations.

All significant intercompany balances and transactions have been eliminated upon consolidation.

Comprehensive Income

Comprehensive income consists of net income and the effect of foreign currency translation adjustments and is presented
in the consolidated statements of comprehensive income.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and short-term, highly liquid investments with original maturities of three
months or less.

Finance Receivables

Finance receivables include retail 1oan, direct financing lease, and dealer |oan portfolio segments. The retail 1oan portfolio
segment consists of retail installment contracts with consumers. The direct financing |ease portfolio segment consists of
closed-end vehicle lease contracts with consumers. The dealer |oan portfolio segment consists of wholesale and
commercia loans with dealers.

Finance receivables are classified as held-for-investment if the Company has the intent and ability to hold the receivables
for the foreseeable future or until maturity or payoff. As of March 31, 2017 and 2016, all finance receivables were
classified as held-for-investment and reported at amortized cost.

Retail and dealer |oans include the outstanding principal balance, allowance for credit losses, unearned origination fees,
and deferred origination costs. Direct financing leases include the gross receivable balances, unearned interest income,
write-down of lease residual values, allowance for credit losses, unearned origination fees, and deferred origination costs.
Origination fees include payments received from AHM and HCI for incentive programs (refer to Note 6 regarding these
related party transactions). For alimited number of contracts, origination fees include payments received from dealers to
buy down the interest rates charged to their customers. Origination costsincludeinitia direct origination costs (IDC) and
payments made to dealers for rate participation.
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Revenue on finance receivables includes contractual interest income, accretion of origination fees, and amortization of
origination costs. Interest income on retail and dealer loansis accrued as earned using the simple interest method.
Unearned interest income on direct financing leases is recognized as finance revenue over the term of the lease using the
interest method. Origination fees and costs are recognized as revenue using the interest method over the contractual life of
the finance receivables. The recognition of finance revenue on retail loans and leases is discontinued when the underlying
collateral is repossessed or accounts are charged off. The recognition of finance revenue on dealer loans is discontinued
when it has been determined the Company will be unable to collect all principal and interest payments.

Retail loans and |leases are considered delinquent if more than 10% of a scheduled payment is contractually past due on a
cumulative basis. Dealer loans are considered delinquent when any payment is contractually past due. The contractual
balance of retail loans and leases, including accrued interest and fees, are automatically charged off when they become
120 days past due or earlier if they have been specifically identified as uncollectible. Dealer |oans are charged off when
they have been individually identified as uncollectible. Charge-offs of loan and lease balances, including uncollected
interest and fees, are recognized as a reduction to the allowance for credit losses. Subsequent recoveries of amounts
previously charged off are credited to the allowance.

I nvestment in Operating Leases

The investment in operating leasesis reported at cost, |ess accumulated depreciation and net of unearned origination fees
and deferred origination costs. Origination fees include payments received from AHM for incentive programs (refer to
Note 6 regarding these related party transactions). For alimited number of contracts, origination fees include payments
received from dealers to buy down the rental charges. Origination costs include payments made for dealer participation.
Operating lease revenue is recognized on a straight-line basis over the |ease term. Operating lease revenue includes
accretion of origination fees and is net of amortization of origination costs, which are also recognized on a straight-line
basis over the lease term. Operating lease vehicles are depreciated on a straight-line basis over the |ease term to the
estimated residual value. Refer to Note 1(h) regarding the determination of lease residual values.

A portion of the Company’s operating leases is expected to terminate prior to their scheduled maturities when lessees
default on their contractual obligations. Losses are generally realized upon the disposition of the repossessed operating
lease vehicles. The methodol ogies used to determine the estimated losses are similar to the methodol ogies used to
determine the allowance for credit losses on consumer finance receivables. Operating |eases are collectively evaluated to
determine the estimated losses incurred. Estimated early termination losses are recognized as a reduction to the carrying
value of operating |ease assets.

A review for impairment of the Company’ s operating |ease assets is performed whenever events or changesin
circumstances indicate that the carrying values may not be recoverable. Generally, an impairment condition is determined
to exist if estimated undiscounted cash flows from the use and eventual disposition of the asset is lower than the carrying
value. For the purposes of testing for impairment, operating lease assets are grouped at the lowest level the Company can
reasonably estimate cash flows. When impairment conditions are met, impairment |osses are measured by the amount
carrying values exceed their fair values.

Allowance for Credit Losses

The allowance for credit losses is management’ s estimate of probable losses incurred on finance receivables and is
evaluated, at minimum, on a quarterly basis. The retail loan and direct financing lease portfolio segments consist primarily
of pools of homogeneous loans and leases with relatively small balances, which are collectively evaluated for impairment.
Dealer loans are individually evaluated for impairment when specifically identified as impaired. Deder loans that have
not been specifically identified asimpaired are collectively evaluated. An allowance for credit losses is also maintained
for estimated probable losses incurred on past due operating lease rental payments.
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Determination of Lease Residual Values

Contractual residual values of lease vehicles are determined at |ease inception based on expectations of end of term used
vehicle values, taking into consideration external industry data and the Company’s own historical experience. Lease
customers have the option at the end of the lease term to return the vehicle to the dealer or to buy the vehicle for the
contractua residual value (or if purchased prior to lease maturity, for the outstanding contractual balance). Returned lease
vehicles can be purchased by the grounding dealer for the contractual residual value (or if purchased prior to lease
maturity, for the outstanding contractual balance) or a market based price. Returned |ease vehicles that are not purchased
by the grounding dealers are sold through online and physical auctions. The Company is exposed to risk of loss on the
disposition of returned | ease vehicles when the proceeds from the sale of the vehicles are less than the contractual residual
values at the end of |ease term. The Company assesses the estimated end of term market values of the |ease vehicles, at
minimum, on a quarterly basis. The primary factors affecting the estimates are the percentage of leased vehicles the
Company expects to be returned by the lessee at the end of |ease term and expected |0ss severities. Factors considered in
this evaluation include, among other factors, economic conditions, historical trends, and market information on new and
used vehicles.

For operating leases, adjustments to the estimated residual values are made on a straight-line basis over the remaining
term of the lease and recognized as depreciation expense. For direct financing leases, downward adjustments for declines
in estimated residual values deemed to be other-than-temporary are recognized as alossin the period in which the
estimate changed.

VehiclesHeld for Disposition

Vehicles held for disposition consist of returned and repossessed vehicles. The vehicles are either sold at used vehicle
auctions or purchased by dealers, usually within two months of return or repossession. The vehicles are valued at the
lower of their carrying value or estimated fair value, less estimated disposition costs. For returned vehicles, valuation
adjustments are recorded as a charge against the gain/loss on disposition of lease vehicles. Valuation adjustments made for
repossessed collateral of finance receivables and operating leases are recognized as charges to the allowance for credit
loss and estimated early termination losses on operating leases, respectively.

Vehicle Service Contract Administration

AHFC performs administrative services for vehicle service contracts (V SC) issued by AHM and its subsidiary, American
Honda Protection Products Corporation. AHFC receives fees for performing the services when the contracts are acquired,
which isrecognized in other income over the lives of the underlying contracts, proportionate to the anticipated amount of
service to be performed. HCFI performs marketing services for vehicle service contracts issued by HCI. HCFI receives
fees as the services are performed, which is recognized in other income.

Securitizations and Variable | nterest Entities

The Company entersinto securitization transactions for funding purposes. Securitization transactions involve transferring
pools of the Company’sretail loans to statutory trusts. The trusts are special purpose entities formed by the Company to
accommodate securitization structures. Securitization trusts have the limited purpose of acquiring assets, issuing asset-
backed securities, and making payments on the securities. Assets transferred to securitization trusts are considered to be
legally isolated from the Company and the claims of the Company’ s creditors. The Company continues to service the
retail loans transferred to the trusts. Investors in the notes issued by the trusts only have recourse to the assets of the trusts
and do not have recourse to the general credit of the Company.

The Company’ s securitizations are structured to provide credit enhancements to investors in notes issued by the trusts.
Credit enhancements can include the following:

Subordinated certificates — Securities issued by the trusts, which are retained by the Company and are subordinated
in priority of payment to the notes.

Overcollateralization — Principal balance of securitized assets exceed the balance of securitiesissued by the trust.
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Excess interest — Excess interest collections can be used to cover losses on defaulted loans.

Reserve funds — Restricted cash accounts held by the trusts to cover shortfallsin payments of interest and principal
required to be paid on the notes.

Yield supplement accounts — Restricted cash accounts held by the trusts to supplement interest payments on notes.

Therisk retention regulationsin Regulation RR of the Securities Exchange Act of 1934, as amended, require the sponsor
to retain an economic interest in the credit risk of the securitized receivables, either directly or through one or more
majority-owned affiliates. Standard risk retention options allow the sponsor to retain either an eligible vertical interest, an
eligible horizontal residual interest, or a combination of both. The Company has satisfied this obligation by retaining an
eligible vertical interest of an amount equal to at least 5% of the principal amount of each class of note and certificate
issued for the securitization transaction that was subject to this rule but may choose to use other structuresin the future.

The securitization trusts formed by the Company are VIES, which are required to be consolidated by their primary
beneficiary. The Company is considered to be the primary beneficiary of these trusts dueto (i) the power to direct the
activities of the trusts that most significantly impact the trusts' economic performance through its role as servicer, and
(i) the obligation to absorb losses or the right to receive residual returns that could potentially be significant to the trusts
through the subordinated certificates and residua interest retained.

Consolidation of these trusts results in the securitization transactions being accounted for as on-balance sheet secured
financings. The securitized receivables remain on the consolidated bal ance sheet of the Company along with the notes
issued by the trusts. The notes are secured solely by the assets of the trusts and not by any other assets of the Company.
The assets of the trusts are the only source of funds for repayment on the notes. Restricted cash accounts held by the trusts
can only be used to support payments on the notes. The restricted cash accounts are included in the Company’s
consolidated balance sheet in other assets. Company recognizes finance revenue and provisions for credit osses on the
securitized receivables and interest expense on the related secured debt.

Income Taxes

The Company’s U.S. entities are included in the consolidated U.S. federal and many consolidated or combined state and
local income tax returns of the Parent, though in some cases the Company files separately as required by certain state and
local jurisdictions. The Company providesits share of the consolidated or combined income tax on a modified separate
return basis pursuant to an intercompany income tax allocation agreement that it has entered into with the Parent. The
Company files a separate California return based on California s worldwide income and apportionment rules. To the
extent the Company’s U.S. entities have taxable losses in its consolidated federal, and consolidated or combined state and
local tax returns, a benefit will be recognized to the extent that it is more likely than not that these losses will be utilized
by the consolidated or combined return group in the current or future year and thus would be subject to current or future
reimbursement by the Parent under the terms of the intercompany income tax allocation agreement. To the extent such
losses are attributable to a state where the Company files a separate return, a benefit for such losses would be recognized
to the extent such losses are more likely than not to be utilized in the future. All but an insignificant amount of the federal
and state taxes payable or receivable shown on the consolidated balance sheets are due to or from the Parent, pursuant to
the intercompany income tax allocation agreement.

The Company’s Canadian subsidiary, HCFI, files Canadian federal and provincial income tax returns based on the

separate legal entity financial statements. HCFI does not file U.S. federal, state, or local income tax returns. Consequently,
HCFI does not participate in the intercompany income tax allocation agreement that the Company has with the Parent.
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Deferred tax assets and liabilities are recognized for the estimated future tax consequences attributabl e to differences
between the financia statement carrying amounts of existing assets and liabilities and their respective tax bases as well as
operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or
settled. Under this method, the effect on deferred tax assets and liabilities of achange in tax ratesis recognized in income
during the period in which the enactment date occurs. A valuation allowanceis provided to offset deferred tax assetsiif,
based on available evidence, it is more likely than not that some or all of the deferred tax assets will not be realized. In
addition, tax benefits related to positions considered uncertain are recognized only if, based on the technical merits of the
issue, the Company believesthat it is more likely than not to sustain the position and then at the largest amount that is
greater than 50% likely to be realized upon ultimate settlement.

Foreign Currency Translation

Upon consolidation, the assets and liahilities of HCFI are trandated at year-end exchange rates, and the revenues and
expenses are trandated at the average rates of exchange during the respective years. The resulting trand ation adjustment is
included in other comprehensive income and the cumulative trandlation adjustment is reported as a separate component of
equity in accumulated other comprehensive income and noncontrolling interest.

Foreign currency denominated debt istrandlated at year-end exchange rates, and the foreign currency transaction gains
and losses are recognized through earnings.

Derivative | nstruments

The Company utilizes derivative instruments to manage exposures to interest rate and foreign currency risks. The
Company’s assets consist primarily of fixed rate receivables and operating |ease assets. The Company’ s liabilities consist
of both floating and fixed rate debt, denominated in various currencies. Interest rate and basis swaps are used to match the
interest rate characteristics of the Company’ s assets and debt. Currency swaps are used to manage currency risk exposure
on foreign currency denominated debt. Derivative instruments are not used for trading or any other speculative purposes.

All derivative financial instruments are recorded on the consolidated balance sheets at fair value. The Company elects to
present derivative instruments in the Company’ s consolidated balance sheets on a gross basis rather than on a net basis by
counterparty. Refer to Note 5 for additional information. Except in very limited circumstances involving counterparties
with consolidated securitization trusts, the Company generally has not entered into credit support (collateral) agreements
with its counterparties. Changesin the fair value of derivatives are recognized in earnings in the period of the change.

Recently Adopted Accounting Standards

Effective April 1, 2016, the Company adopted Accounting Standards Update (ASU) 2015-02, Consolidation (Topic 810):
Amendments to the Consolidation Analysis. Under the amendments in this update, al reporting entities are within the
scope of Subtopic 810-10, Consolidation—Overall, including limited partnerships and similar legal entities, unlessa
scope exception applies. The adoption of this guidance did not change the entities consolidated by the Company.

Effective for the fiscal year ended March 31, 2017, the Company adopted ASU 2014-15, Presentation of Financial
Satements—Going Concern (Subtopic 205-40): Disclosure of Uncertainties about an Entity’ s Ability to Continue as a
Going Concern. The amendments require management to assess an entity’ s ability to continue as a going concern by
incorporating and expanding upon certain principles that are currently in U.S. auditing standards. The adoption of this
guidance did not have an impact on the consolidated financial statements.
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Recently | ssued Accounting Standards

In May 2014, the Financial Accounting Standards Board (FASB) issued ASU 2014-09, Revenue from Contracts with
Customers. The guidance in this ASU affects any entity that either entersinto contracts with customers to transfer goods
or services or entersinto contracts for the transfer of nonfinancial assets unless those contracts are within the scope of
other standards. The guidance in this update supersedes the revenue recognition requirements in Accounting Standards
Cadification (ASC) Topic 605, Revenue Recognition, and most industry-specific guidance throughout the industry topics
of the codification. In August 2015, the FASB issued ASU 2015-14, Revenue from Contracts with Customers (Topic
606): Deferral of the Effective Date, which defers the effective date for the Company from April 1, 2017 to April 1, 2018
while permitting early adoption as of April 1, 2017. The FASB has a so issued several other updates to ASU 2014-09 with
targeted improvements and clarifications. The Company’s ongoing major sources of revenues are from lease and loan
contracts, which are within the scope of other accounting standards. The Company continues to evaluate other contracts
that are within the scope of this ASU. The adoption of this standard is not expected to have a material impact on the
consolidated financial statements. The Company plans to adopt the new guidance effective April 1, 2018.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments—Overall (Subtopic 825-10): Recognition and
Measurement of Financial Assets and Financial Liabilities. The amendments address certain aspects of recognition,
measurement, presentation and disclosure of financial instruments. The amendments are effective for the Company
beginning April 1, 2018. The adoption of this standard is not expected to have a material impact on the consolidated
financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes the guidance in ASC 840,
Leases. Lessor accounting remains largely unchanged from current GAAP. The primary effect of adopting the new
standard will be the requirement to record right-of-use assets and lease liabilities for the Company’s current operating
leases as |essee. The Company continues to eval uate the application of the requirements of this standard. The amendments
are effective for the Company beginning April 1, 2019. Early adoption is permitted. The Company plans to adopt the new
guidance effective April 1, 2019.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit
Losses on Financial Instruments. The amendments replace the incurred loss impairment methodology in current GAAP
with a methodology that reflects expected credit osses and requires consideration of a broader range of reasonable and
supportable information to inform credit loss estimates. The Company is currently ng the impact of this standard on
the consolidated financial statements. In general, the allowance for credit losses is expected to increase when changing
from an incurred loss to expected |oss methodology. The models and methodol ogies that are currently used in estimating
the allowance for credit |osses are being evaluated to identify the changes necessary to meet the requirements of the new
standard. The amendments are effective for the Company beginning April 1, 2020, with early adoption permitted as of
April 1, 2019.

In August 2016, the FASB issued ASU 2016-15, Satement of Cash Flows (Topic 230): Classification of Certain Cash
Receipts and Cash Payments, which addresses eight specific cash flow issues with the objective of reducing the existing
diversity in practice in how certain cash receipts and cash payments are presented and classified in the statement of cash
flows. The amendments are effective for the Company beginning April 1, 2018. Early adoption is permitted, including
adoption in an interim period. The Company is currently assessing the impact of this standard on the consolidated
statements of cash flows.

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash. The
amendments address diversity in practice that existsin the classification and presentation of changes in restricted cash and
require that a statement of cash flows explain the change during the period in the total of cash, cash equivalents and
amounts generally described as restricted cash or restricted cash equivalents, and that an entity disclose information about
the nature of such restricted amounts. The Company’ s restricted cash consists primarily of reserve funds and yield
supplement accounts held in securitization trusts. Net changes in these restricted cash balances are currently reported
within investing activities in the Company’s statement of cash flows. The amendments are effective retrospectively for the
Company beginning April 1, 2018. Early adoption is permitted, including adoption in an interim period. The Company is
currently assessing the impact of this standard on the consolidated financial statements.
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Finance Receivables

Finance receivables consisted of the following:

March 31, 2017

Lease Retail Dealer Total
(U.S. dollarsin millions)
Finance recaiVables .........ccccucvevevcvcvceeee s $ 410 $ 31,103 $ 5006 $ 36,519
Allowance for credit 10SSeS .......ccoererrcnneneereeeeee (1) (132) — (133)
Write-down of lease residual values............cccooeveenreennee (26) — — (16)
Unearned interest income and fees..........cccveeveincnnieens (8) — — (8)
Deferred dealer participation and IDC ...........ccoceeeveienienns — 371 — 371
Unearned subSidy iNCOME..........cccoeereereinieenieesenenieens (10) (819) — (829)
Financereceivables, Net.........cccccevveveveceieciciennn, $ 355  $ 30523 $ 5006 $ 35,904
March 31, 2016
Lease Retail Dealer Total
(U.S. dollarsin millions)
Finance reCaiVaIES ........ccoovvveeierreee e $ 1,011 % 30467 $ 47711  $ 36,249
Allowance for credit 10SSES .....vovveeeeeieiceeecece e (2) (91) — (93)
Write-down of lease residual values...........cccceeeveeeviennens (16) — — (16)
Unearned interest income and fees.......cocovvevecvecenenivinnnns (26) — — (26)
Deferred dealer participation and IDC..........ccccceeveeveenens 1 361 — 362
Unearned subsidy iNCOME...........ccoevueeeveereeieeeieeeeeseenens (33) (650) — (683)
Finance receivables, Net.........ccccevevceeiceecvennnes $ 935 $ 30,087 $ 4771 $ 35,793

Finance receivables include retail loans with a principal balance of $8.6 billion and $7.8 billion as of March 31, 2017 and 20186,
respectively, which have been transferred to securitization trusts and considered to be legally isolated but do not qualify for sale
accounting treatment. These finance receivables are restricted as collateral for the payment of the related secured debt

obligations. Refer to Note 10 for additional information.

Contractual maturities of direct financing lease and retail loans at March 31, 2017 were as follows:

Lease

Retail

(U.S. dallarsin millions)

Year ending March 31:

20 1 TR $ 197 $ 9,413
220 1 L T OO 151 7,904
220 S 62 6,064
220 2 OO — 4,340
A R — 2,494
10 (= 1= GO OPSOSO ST PRRORRRRR — 888

I = T $ 410 $ 31,103

It isthe Company’s experience that a portion of the finance receivable portfolio generally is repaid before contractual maturity
dates. Aggregate contractual maturities, as shown above for direct financing lease and retail finance receivables, should not be

regarded as a forecast of future cash collections.

The uninsured portions of the direct financing lease residua values were $78 million and $173 million at March 31, 2017 and
2016, respectively. Included in the gain or loss on disposition of |ease vehicles are end of term charges on both direct financing
and operating leases of $42 million, $27 million and $23 million for the fiscal years ended March 31, 2017, 2016 and 2015,

respectively.
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Credit Quality of Financing Receivables

Credit losses are an expected cost of extending credit. The majority of the credit risk is with consumer financing and to alesser
extent with dealer financing. Credit risk can be affected by general economic conditions. Adverse changes such asarisein
unemployment rates can increase the likelihood of defaults. Declinesin used vehicle prices can reduce the amount of recoveries
on repossessed collateral. Credit risk on dealer loans is affected primarily by the financial strength of the dealers within the
portfolio. Exposure to credit risk is managed through purchasing standards, pricing of contracts for expected losses, focusing
collection efforts to minimize losses, and ongoing reviews of the financial condition of dealers.

Allowance for Credit Losses

The allowance for credit losses is management’ s estimate of probable losses incurred on finance receivables, which requires
significant judgment and assumptions that are inherently uncertain. The allowance is based on management’ s evaluation of
many factors, including the Company’s historical credit loss experience, the value of the underlying collateral, delinquency
trends, and economic conditions.

Consumer finance receivables in the retail 1oan and direct financing lease portfolio segments are collectively evaluated for
impairment. Delinquencies and losses are monitored on an ongoing basis and this historical experience provides the primary
basis for estimating the allowance. Management utilizes various methodol ogies when estimating the allowance for credit losses,
including models which incorporate vintage loss and delinquency migration analysis. These models take into consideration
attributes of the portfolio including loan-to-value ratios, internal and external credit scores, collateral types, and loan terms.
Market and economic factors such as used vehicle prices, unemployment rates, and consumer debt service burdens are also
incorporated into these models.

Deadler loans are individually evaluated for impairment when specifically identified as impaired. Dealer loans are considered to
be impaired when it is probabl e that the Company will be unable to collect all amounts due according to the terms of the
contract. The Company’s determination of whether dealer loans are impaired is based on evaluations of dealership payment
history, financia condition, and ability to perform under the terms of the loan agreements. Dealer |oans that have not been
specifically identified asimpaired are collectively evaluated for impairment.

There were no modifications to dealer loans that constituted troubled debt restructurings during the fiscal years ended March 31,
2017, 2016 and 2015.

The Company generally does not grant concessions on consumer finance receivables that are considered to be troubled debt
restructurings other than modifications of retail loans in reorganization proceedings pursuant to the U.S. Bankruptcy Code.
Retail loans modified under bankruptcy protection were not material to the Company’ s consolidated financial statements during
the fiscal years ended March 31, 2017, 2016 and 2015. The Company does allow payment deferrals on consumer finance
receivables. However, these payment deferrals are not considered to be troubled debt restructurings since the deferrals are
deemed to be insignificant and interest continues to accrue during the deferral period.

F-15



AMERICAN HONDA FINANCE CORPORATION

AND SUBSIDIARIES

Notes to Consolidated Financial Statements

The following isasummary of the activity in the allowance for credit losses of finance receivables:

Beginning balance...........ccoooeevieneeniee e
PrOVISION. ..o
Charge-0ffS.....cuieereirierie e
RECOVENTES ...
Effect of translation adjustment............ccocoevvrrenenne
ENding balanCe .........cocvevviienenie e
Allowance for credit losses — ending balance:
Individually evaluated for impairment..............cc.cc......
Collectively evaluated for impairment.................

Finance receivables — ending balance:

Individually evaluated for impairment..............ccccc......
Collectively evaluated for impairment.................

Beginning balance..........ccceeoeiieiiiice e
PrOVISION. ..ot
Charge-0ffS......cccoirereie e
RECOVENTES ...
Effect of translation adjustment............c.ccocevereinnenne
Ending balance ..........cccooeieiineiiieeee e
Allowance for credit losses — ending balance:
Individually evaluated for impairment...........c..c..c......
Collectively evaluated for impairment.................

Finance receivables — ending balance:

Individually evaluated for impairment..............c.........
Collectively evaluated for impairment.................

Beginning balanCe.........ccoeviveie e
ProvViSiON.....coooviiiieee e
Charge-0ffS.....ccoveeecice e
RECOVENES ...t
Effect of trandation adjustment............ccccceeveverenene
ENding balanCe ........ccoevviveineeee e
Allowance for credit losses — ending balance:
Individually evaluated for impairment.............c.c......
Collectively evaluated for impairment................

Finance receivables — ending balance:

Individually evaluated for impairment.............ccoceueneee.
Collectively evaluated for impairment................

Year ended March 31, 2017

Lease Retail Dealer Total
(U.S. dollarsin millions)
2 $ 91 $ — 93
1 186 — 187
(2) (224) — (226)
— 79 — 79
1 $ 132 $ — 133
— $ — $ — —
1 132 — 133
— 3 — % 1 1
392 30,655 5,005 36,052
Year ended March 31, 2016
Lease Retail Dealer Total
(U.S. dollarsin millions)
2 $ 84 $ = 86
3 129 (1) 131
(4) (196) — (200)
1 74 1 76
2 $ 91 $ — 93
— $ — $ — —
2 91 — 93
— 3 — % 1 1
953 30,178 4,770 35,901
Year ended March 31, 2015
Lease Retail Dealer Total
(U.S. dollarsin millions)
4 $ 95 $ 1 100
3 92 2 97
(5) (185) 3) (193)
1 83 — 84
1) (1) — 2)
2 $ 84 $ — 86
— $ — $ — —
2 84 — 86
— 3 — % 8 8
1,815 32,492 4,248 38,555
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Delinquencies

The following is an aging analysis of past due finance receivables:

AND SUBSIDIARIES

90 days Current or Total
30-—-59 days 60 — 89 days or greater Total lessthan 30 finance
past due past due past due past due dayspast due receivables
(U.S. dollarsin millions)
March 31, 2017
Retail loans:
New auto........coeveevvereriennns 3 162 $ 26 $ 7 195 % 25785 $ 25,980
Used and certified auto...... 48 8 2 58 3,474 3,532
Motorcycle and other......... 10 3 2 15 1,128 1,143
Totd retail ........ccveneee, 220 37 11 268 30,387 30,655
Direct financing leases............ 3 2 — 5 387 392
Dealer loans:
Wholesale flooring............. 2 — — 2 4,098 4,100
Commercial loans.............. — — — — 906 906
Tota dedler loans......... 2 — — 2 5,004 5,006
Total finance
receivables................. $ 225 $ 39 $ 11 215  $ 35778 $ 36,053
March 31, 2016
Retail loans:
New auto........cocveevvererienens 3 181 % 29 % 8 218 % 25652 $ 25,870
Used and certified auto...... 55 8 2 65 3,163 3,228
Motorcycle and other ......... 11 3 2 16 1,064 1,080
Totd retail ........ccceeneee, 247 40 12 299 29,879 30,178
Direct financing leases............ 6 1 — 7 946 953
Dealer loans:
Wholesale flooring............. 1 1 — 2 3,913 3,915
Commercial loans.............. — — — — 856 856
Tota dedler loans......... 1 1 — 2 4,769 4771
Total finance
receivables................. $ 254 3 2 9 12 308 $ 35594 $ 35902

Credit Quality Indicators

Retail Loan and Direct Financing Lease Portfolio Segments

The Company utilizes proprietary credit scoring systems to evaluate the credit risk of applicants for retail loans and leases. The
scoring systems assign internal credit scores based on various factors including the applicant’s credit bureau information and
contract terms. The internal credit score provides the primary basis for credit decisions when acquiring retail loan and lease
contracts. Internal credit scores are determined only at the time of origination and are not reassessed during the life of the

contract.
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Subsequent to origination, collection experience provides a current indication of the credit quality of consumer finance
receivables. The likelihood of accounts charging off is significantly higher once an account becomes 60 days delinquent.
Accountsthat are current or less than 60 days past due are considered to be performing. Accounts that are 60 days or more past
due are considered to be nonperforming. The table below presents the Company’ s portfolio of retail |oans and direct financing
leases by this credit quality indicator:

Total
Retail Retail Direct consumer
Retail used and motorcycle financing finance
new auto certified auto and other lease receivables
(U.S. dollarsin millions)
March 31, 2017
Performing .......c.ccooeevvnienicnicnennens $ 25,947 $ 3,522 $ 1,138 $ 390 $ 30,997
Nonperforming.........ccoeeeveeereenen 33 10 5 2 50
L0 = $ 25,980 $ 3,532 $ 1,143 $ 392 $ 31,047
March 31, 2016
Performing ......ccccceeeeveeeeececieceieenens $ 25,833 $ 3,218 $ 1,075 $ 952 $ 31,078
Nonperforming.........ccccceveeveverennns 37 10 5 1 53
QLI = $ 25,870 $ 3,228 $ 1,080 $ 953 $ 31,131

Dealer Loan Portfolio Segment

The Company utilizes an internal risk rating system to evaluate dealer credit risk. Dealerships are assigned an internal risk rating
based on an assessment of their financial condition. Factors including liquidity, financial strength, management effectiveness,
and operating efficiency are evaluated when assessing their financial condition. Financing limits and interest rates are
determined from these risk ratings. Monitoring activities including financial reviews and inventory inspections are performed
more frequently for deal erships with weaker risk ratings. The financial conditions of dealerships are reviewed and their risk
ratings are updated at least annually.

The Company’ s outstanding portfolio of dealer loans has been divided into two groupsin the tables below. Group A includes
the loans of deal erships with the strongest internal risk rating. Group B includes the loans of all remaining dealers. Although the
likelihood of losses can be higher for dealershipsin Group B, the overall risk of lossesis not considered to be significant.

March 31,
2017 2016
Wholesale Commercial Wholesale Commercial
flooring loans Total flooring loans Total
(U.S. dollarsin millions)
Group A ..o $ 2689 $ 628 $ 3,317 $ 2,707 $ 600 $ 3,307
GroupB ... 1,411 278 1,689 1,208 256 1,464
Tota ....ccuveeeee $ 4100 $ 9006 $ 5,006 $ 3915 $ 856 $ 4771
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Investment in Operating L eases

Investment in operating leases consisted of the following:

March 31,
2017 2016
(U.S. dollarsin millions)
OPErating [€aSE VENICIES ........cucuieieieiicicccccee ettt b s ae st se s s s b b sesenenesanas $ 39684 3% 35,204
AcCCUMUIBEEd AEPIECTALION ...ttt b e eb e e esreneas (7,136) (5,917)
Deferred dealer participation @nd IDC...........coiiiiiiiineeneisiee st seens 118 112
Unearned SUDSIAY INCOIME.........c.oiueuiiieiirieirieisteest sttt se bbbt e e n e snens (1,285) (1,092)
Estimated early termination I0SSES..........ccciiiiiiriiees st (71) (60)
Investment in OPErating |€8SES, NEL ........c.ooeieiririrere et snens $ 31,310 $ 28,247

The Company recognized $73 million, $46 million and $37 million of estimated early termination losses due to lessee defaults
for the fiscal years ended March 31, 2017, 2016 and 2015, respectively. Actual net losses realized for the fiscal years ended
March 31, 2017, 2016 and 2015 totaled $62 million, $44 million and $35 million, respectively.

Included in the provision for credit losses for the fiscal years ended March 31, 2017, 2016 and 2015 are provisions related to
past due receivables on operating leases in the amounts of $23 million, $19 million and $17 million, respectively.

Certain Honda and Acura vehicles were recalled during the fourth quarter of the fiscal year ended March 31, 2016 based on a
determination of a safety related defect in driver’ s airbag inflators. AHM and HCI instructed their authorized dealers to cease
the sale of affected new and used vehicles until the recall repairs are completed. Tests for recoverability were performed on
operating |eases affected by this recall, which reflected the anticipated delaysin the disposition of returned lease vehicles. For
the operating lease assets that did not pass the test for recoverability, the Company recognized $8 million of impairment losses
for the fiscal year ended March 31, 2016. No impairment losses due to declines in estimated residual values were recognized
during the fiscal years ended March 31, 2017 and 2015.

Future minimum rental payments for operating leases at March 31, 2017 were as follows (U.S. dollarsin millions):

Year ending March 31:

0 1 TP $ 5134
A0 TP PPN 3,539
20 O PPN 1,320
L0 7 TP PPN 206
L PPN 35

LIt TSSOSO PSPPSRI $ 10,234

Based on the Company’ s leasing experience, it is expected that a portion of the Company’s operating lease vehicles will be
purchased by the lessee prior to the scheduled lease term. Future minimum rental payments, as shown above, should not be
regarded as a forecast of future cash collections.
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Debt

The Company issues debt in various currencies with both floating and fixed interest rates. Outstanding debt, weighted average

contractua interest rates and range of contractual interest rates were as follows:

Weighted average Contractual
contractual interest rate interest rateranges
March 31, March 31, March 31,
2017 2016 2017 2016 2017 2016
(U.S. dollarsin millions)
Unsecured debt:
Commercial paper ........ $ 4462 $ 4,614 0.99% 0.60% 0.78-1.15% 0.41-0.88%
Related party debt......... 1,201 2,284 0.95% 0.69% 0.93-0.96% 0.42- 0.88%
Bank loans.................... 5,883 7,309 1.65% 1.18% 128-200% 0.97-1.73%
Private MTN program .. 2,946 5,443 3.77% 2.80% 150-7.63% 1.01-7.63%
Public MTN program ... 19,491 14,479 1.63% 1.47% 0.07-2.90% 0.18- 2.63%
Euro MTN programme. 1,086 1,173 1.83% 1.72% 152-223% 1.12-223%
Other debt...................... 2,736 1,880 1.90% 1.88% 128-235% 1.20- 2.35%
Total unsecured
debt.....ccccernenne 37,805 37,182
Secured debit...........ccoe.eeee. 8,422 7,594 1.24% 1.01% 0.77-2.05% 0.53- 1.56%
Total debt ............. $ 46227 $ 44,776

Asof March 31, 2017, the outstanding principal balance of long-term debt with floating interest rates totaled $12.2 hillion and
long-term debt with fixed interest rates totaled $27.9 billion. As of March 31, 2016, the outstanding principal balance of long-
term debt with floating interest rates totaled $14.6 billion and long-term debt with fixed interest rates totaled $23.1 hillion.

The Company’s secured debt is amortizing and unsecured debt is nonamortizing. Scheduled and projected maturities of the

Company’ s debt at March 31, 2017 are summarized below:

2018 2019 2020 2021 2022 Thereafter Total
(U.S. dollarsin millions)

Unsecured debt:
Commercial paper.................. $ 4467 $ — — 3 — 3 — 8 — $ 4467
Related party debt.................. 1,201 — — — — — 1,201
Bank 10ans........cccoevevenninncns 650 688 1,488 1,075 1,300 694 5,895
Private MTN program............ 1,250 700 — 500 500 — 2,950
Public MTN program............. 4,875 4,984 3,750 1,000 2,339 2,595 19,543
Euro MTN programme........... 100 160 801 — — 27 1,088
Other debt ......ccooevvevreiee, 601 638 451 451 300 300 2,741
Total unsecured debt...... 13,144 7,170 6,490 3,026 4,439 3,616 37,885
Secured debot @ ........coovevevvvinee, 4,661 2,443 1,144 187 — — 8,435
Total debt@................... $ 17805 $ 9613 $ 7634 $ 3213 $ 4439 $ 3616 46,320

Unamortized discounts/fees (93)

Total debt $ 46,227

(1) Projected repayment schedule of secured debt. Reflects payment performance assumptions on underlying receivables.

(2)  Principal amounts.

Commercial Paper

As of both March 31, 2017 and 2016, the Company had commercial paper programs that provide the Company with available
funds of up to $8.5 billion at prevailing market interest rates for terms up to one year. The commercial paper programs are
supported by the Keep Well Agreements with HMC described in Note 6.
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Outstanding commercial paper averaged $5.8 billion and $5.2 billion during fiscal years 2017 and 2016, respectively. The
maximum balance outstanding at any month-end during fiscal years 2017 and 2016 was $6.6 hillion and $6.1 billion,
respectively.

Related Party Debt

AHFC issues fixed rate short-term notes to AHM to help fund AHFC' s general corporate operations. The Company incurred
interest expense on these notes totaling $3 million, $3 million and $4 million for the fiscal years ended March 31, 2017, 2016
and 2015, respectively. As of March 31, 2017, AHFC had no outstanding notes issued to AHM.

HCFI issues fixed rate short-term notes to HCI to help fund HCFI’ s general corporate operations. The Company incurred
interest expense on these notes totaling $12 million, $13 million and $22 million for the fiscal years ended March 31, 2017,
2016 and 2015, respectively.

Bank Loans

Outstanding bank loans at March 31, 2017 and 2016 had floating interest rates. Outstanding bank loans have prepayment
options. No outstanding bank loans as of March 31, 2017 and 2016 were supported by the Keep Well Agreements with HMC
described in Note 6. Outstanding bank loans contain certain covenants, including limitations on liens, mergers, consolidations
and asset sales.

Medium Term Note (MTN) Programs
Private MTN Program

AHFC no longer issues MTNs under the Rule 144A Private MTN Program. Notes outstanding under the Private MTN Program
as of March 31, 2017 were long-term, with fixed interest rates, and denominated in U.S. dollars. Notes under this program were
issued pursuant to the terms of an issuing and paying agency agreement which contains certain covenants, including negative
pledge provisions.

Public MTN Program

In August 2016, AHFC filed aregistration statement with the SEC under which it may issue from time to time up to

$30.0 billion aggregate principal amount of Public MTNs. The aggregate principal amount of MTNs offered under this program
may be increased from time to time. Notes outstanding under this program as of March 31, 2017 were long-term, with either
fixed or floating interest rates, and denominated in U.S. dollars, Euros, or Sterling. Notes under this program are issued pursuant
to an indenture which contains certain covenants, including negative pledge provisions and limitations on mergers,
consolidations and asset sales.

Euro MTN Programme

The Euro MTN Programme was retired in August 2014. Notes under this program that are currently listed on the Luxembourg
Stock Exchange will remain listed through their maturities. Notes outstanding under this program as of March 31, 2017 were
long-term with either fixed or floating interest rates, and denominated in U.S. dollars, Japanese Y en, or Euros. Notes under this
program were issued pursuant to the terms of an agency agreement which contains certain covenants, including negative pledge
provisions.

The MTN programs are supported by the Keep Well Agreement with HMC described in Note 6.

Other Debt

The outstanding balances as of March 31, 2017 and 2016 consisted of private placement debt issued by HCFI denominated in
Canadian dollars, with either fixed or floating interest rates. Private placement debt is supported by the Keep Well Agreement
with HMC described in Note 6. The notes are issued pursuant to the terms of an indenture which contains certain covenants,
including negative pledge provisions.
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Secured Debt

The Company issues notes through secured financing transactions that are secured by assets held by the issuing securitization
trusts. The notes generally have fixed interest rates (alimited number of notes had floating interest rates). Repayment on the
notes is dependent on the performance of the underlying receivables. Refer to Note 10 for additional information on the
Company’s secured financing transactions.

Credit Agreements
Syndicated Bank Credit Facilities

AHFC maintains a $3.5 billion 364-day credit agreement, which expires on March 2, 2018, a $2.1 billion three-year credit
agreement, which expires on March 3, 2020, and a $1.4 hillion five-year credit agreement, which expires on March 3, 2022. As
of March 31, 2017, no amounts were drawn upon under the AHFC credit agreements. AHFC intends to renew or replace these
credit agreements prior to or on their respective expiration dates.

HCFI maintains a $1.2 billion credit agreement, as amended, which provides that HCFI may borrow up to $601 million on a
one-year and up to $601 million on afive-year revolving basis. The one-year tranche of the credit agreement expires on March
24, 2018 and the five-year tranche of the credit agreement expires on March 24, 2022. As of March 31, 2017, no amounts were
drawn upon under the HCFI credit agreement. HCFI intends to renew or replace the credit agreement prior to or on the
expiration date of each respective tranche.

The credit agreements contain customary covenants, including limitations on liens, mergers, consolidations and asset sales.

Other Credit Agreements

AHFC maintains other committed lines of credit that allow the Company access to an additional $1.0 billion in unsecured
funding with multiple banks. The credit agreements contain customary covenants, including limitations on liens, mergers,
consolidations and asset sales. As of March 31, 2017, no amounts were drawn upon under these agreements. These agreements
expire in September 2017. AHFC intends to renew these credit agreements prior to or on their expiration dates.

Derivative | nstruments

The notional balances and fair values of the Company’s derivatives are presented below. The derivative instruments are
presented in the Company’ s consolidated balance sheets on a gross basis by counterparty. Refer to Note 14 regarding the
valuation of derivative instruments.

March 31,
2017 2016
Notional Notional
balances Assets Liabilities balances Assets Liabilities
(U.S. dollarsin millions)
Interest rate SWaps........ccceeeveernereinenes $ 54664 $ 237  $ 193 $ 51841 $ 2712 $ 118
Cross CUrrency SWaps........oeveeeeeereeenee 3,694 12 256 2,739 70 98
Gross derivative assets/liabilities... 249 449 342 216
Counterparty netting adjustment......... (179) (179) (128) (128)
Net derivative assetgliabilities...... $ 70 $ 270 $ 214  $ 88
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Theincome statement effect of derivative instruments is presented below. There were no derivative instruments designated as
part of a hedge accounting relationship during the periods presented.

Yearsended March 31,

2017 2016 2015
(U.S. dollarsin millions)
INEErESE FAEE SWADS ....vvereeereseseseseseseseseenesesesesesesenssssasesenesssssesesesesssssesensssnnsasas $ ‘7)) $ 8 $ (12)
CrOSS CUIMENCY SWADS ...ttt sr e e sr e e e ene e e erennes (228) 109 (314)
Total gain/(loss) on derivative iNStrUMENS.........cceerereeeennerenennnees $ (315) $ 101 $ (326)

Thefair value of derivative instruments is subject to the fluctuations in market interest rates and foreign currency exchange
rates. Since the Company has elected not to apply hedge accounting, the volatility in the changesin fair value of these derivative
instruments is recognized in earnings. All settlements of derivative instruments are recognized within cash flows from operating
activities in the consolidated statements of cash flows.

These derivative instruments also contain an element of credit risk in the event the counterparties are unable to meet the terms of
the agreements. However, the Company minimizes the risk exposure by limiting the counterparties to mgjor financial
institutions that meet established credit guidelines. In the event of default, all counterparties are subject to legally enforceable
master netting agreements. The Company generally does not require or place collateral for these instruments under credit
support agreements.

Transactions I nvolving Related Parties

The following tables summarize the income statement and balance sheet impact of transactions with the Parent and affiliated
companies:

Yearsended March 31,
Income statement 2017 2016 2015

(U.S. dollarsin millions)

Revenue:

SUBSIAY INCOME.....cooiveiiieiiiieiesiee et $ 1,232 $ 1,076 $ 1,065
Interest expense:

Related party debt ..........oooeiiinii e 15 16 26
Other income:

VSC adminiStration fEES ......ovvvv e 103 98 95
General and administrative expenses:

Support Compensation Agreement fEES........oovevviereieneereerereenes 20 18 17

Benefit plan EXPENSES.... ..o e 11 9 8

ShAred SEIVICES... .ottt sresre e sre e 60 58 55
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March 31,
Balance Sheet 2017 2016
(U.S. dollarsin millions)
Assets:
Finance receivables, net:

Unearned SUBSIAY INCOME........cuouiueriririririsirisisisi sttt $ (820) $ (671)
Investment in operating leases, net:

Unearned SUDSIAY INCOIME.........c.ueuerieuirieserieiesieestesesreseereseebeseeseseesesaeseseenesaenessenessesesseseereseesesea (1,281) (1,088)
Due from Parent and affiliated COMPANIES.........cceerieirieirieerieeer e 228 132
Liabilities:

Debt:

REIAEA PAtY EDE ... ..ecveviiiietieciee ettt ettt a b ebe e s b ebe e e etenensnnans $ 1,200 $ 2,284
Dueto Parent and affiliated COMPANIES.........cceirieirieirieirierce s 91 81
Accrued interest expenses:

Sz 0= 0 I o= A0 = o 2 2
Other liabilities:

VSC unearned adminiStrative fEES.........ci v e 394 380

ACCrUEH DENEFIT EXPENSES. ... ecueieieeseiiese st eseeeee et e e s se st e e saestestesaesaensesaesaenaenaenneneenensennennens 66 48
Support Agreements

HMC and AHFC are partiesto a Keep Well Agreement, effective as of September 9, 2005. This Keep Well Agreement provides
that HMC will (1) maintain (directly or indirectly) at least 80% ownership in AHFC' s voting stock and not pledge (directly or
indirectly), or in any way encumber or otherwise dispose of, any such stock of AHFC that it is required to hold (or permit any of
HMC' s subsidiaries to do o), (2) cause AHFC to have a positive consolidated tangible net worth with tangible net worth
defined as (@) stockholder’s equity less (b) any intangible assets, determined on a consolidated basis in accordance with GAAP,
and (3) ensure that AHFC has sufficient liquidity to meet its payment obligations for debt HMC has confirmed in writing is
covered by this Keep Well Agreement, in accordance with its terms, or where necessary make available to AHFC, or HMC shall
procure for AHFC, sufficient funds to enable AHFC to meet such obligations in accordance with such terms. This Keep Well
Agreement is not a guarantee by HMC.

HMC and HCFI are parties to a Keep Well Agreement effective as of September 26, 2005. This Keep Well Agreement provides
that HMC will (1) maintain (directly or indirectly) at least 80% ownership in HCFI’ s voting stock and not pledge (directly or
indirectly), or in any way encumber or otherwise dispose of, any such stock of HCFI that it is required to hold (or permit any of
HMC's subsidiaries to do o), (2) cause HCFI to have a positive consolidated tangible net worth with tangible net worth defined
as (a) stockholder’s equity less (b) any intangible assets, determined on a consolidated basis in accordance with generally
accepted accounting principlesin Canada, and (3) ensure that HCFI has sufficient liquidity to meet its payment obligations for
debt HMC has confirmed in writing is covered by this Keep Well Agreement, in accordance with its terms, or where necessary
make available to HCFI, or HMC shall procure for HCFI, sufficient funds to enable HCFI to meet such obligationsin
accordance with such terms. This Keep Well Agreement is not a guarantee by HMC.

Debt programs supported by the Keep Well Agreements consist of the Company’s commercia paper programs, Private MTN
Program, Public MTN Program, Euro MTN Programme, and HCFI’ s private placement debt. In connection with the above
agreements, AHFC and HCFI have entered into separate Support Compensation Agreements, where each has agreed to pay
HMC aquarterly fee based on the amount of outstanding debt that benefit from the Keep Well Agreements. Support
Compensation Agreement fees are recognized in general and administrative expenses.
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I ncentive Financing Programs

The Company receives subsidy payments from AHM and HCI, which supplement the revenues on financing products offered
under incentive programs. Subsidy payments received on retail loans and leases are deferred and recognized as revenue over the
term of the related contracts. The unearned balance is recognized as reductions to the carrying value of finance receivables and
investment in operating leases. Subsidy payments on dealer loans are received as earned. Refer to Notes 1(e) and 1(f) for
additional information.

Related Party Debt

AHFC issues short-term notesto AHM to fund AHFC'’ s general corporate operations. As of March 31, 2017, AHFC had no
outstanding notes issued to AHM. HCFI issues short-term notes to HCI to fund HCFI' s general corporate operations. Interest
rates are based on prevailing rates of debt with comparable terms. Refer to Note 4 for additional information.

Vehicle Service Contract Administration

AHFC receives fees to perform administrative services for vehicle service contracts issued by AHM and its subsidiary. HCFI
receives fees for marketing vehicle service contracts issued by HCI. Unearned VV SC administration fees are included in other
liahilities (Note 12). VSC administration income is recognized in other income (Note 13). Refer to Note 1(j) for additional
information.

Shared Services

The Company shares certain common expenditures with AHM, HCI, and related parties including information technology
services and facilities. The allocated costs for shared services are included in general and administrative expenses.

Benefit Plans

The Company participates in various employee benefit plans that are maintained by AHM and HCI. The allocated benefit plan
expenses are included in general and administrative expenses. Refer to Note 8 for additional information.

I ncome taxes

The Company’s U.S. income taxes are recognized on amodified separate return basis pursuant to an intercompany income tax
allocation agreement with AHM. Income tax related items are not included in the tables above. Refer to Notes 1(1) and 7 for
additional information.

Other

AHM periodically sponsors programs that allow lessees to terminate their |ease contracts prior to the contractual maturity date.
AHM compensates the Company for rental payments that were waived under these programs. During the fiscal years ended
March 31, 2017 and 2016 the Company recognized $6 million and $11 million, respectively, under these programs which were
reflected as proceeds on the disposition of the returned lease vehicles.

Asaresult of therecall of certain Honda and Acura vehicles announced in the fourth quarter of the fiscal year ended March 31,
2016, the Company experienced delays in the disposition of returned lease vehicles and repossessed vehicles. HCI has
compensated the Company $6 million during the fiscal year ended March 31, 2017 for certain costs resulting from the delay in
disposition of affected vehiclesin Canada. The Company compensated AHM $3 million during fiscal year ended March 31,
2017 for certain costs related to the disposition of affected vehicles in the United States.

The majority of the amounts due from the Parent and affiliated companies at March 31, 2017 and 2016 related to subsidies. The
majority of the amounts due to the Parent and affiliated companies at March 31, 2017 and 2016 related to wholesal e flooring
invoices payable to the Parent. These receivable and payable accounts are non-interest-bearing and short-term in nature and are
expected to be settled in the normal course of business.
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Income Taxes

The Company’s consolidated income tax expense/(benefit) was computed on a modified separate return basis pursuant to the
intercompany tax allocation agreement with the Parent and consisted of the following:

Current Deferred Total
(U.S. daollarsin millions)

Year ended March 31, 2017

=0 (< = | O $ (265) $ 596 $ 331
S (S 010 Lo Tor- (18) 72 54
0] =] 0 32 20 52
LI = TSRS $ (251) $ 688 $ 437

Year ended March 31, 2016
0 = | TR $ (428) $ 861 $ 433
StAt AN TOCA ...t s (15) 88 73
0= o OSSP PPN 22 20 42
QLI c= OO $ (421) $ 969 $ 548

Year ended March 31, 2015
=0 (< = | $ 14 $ 485 $ 499
StAE ANA TOCAL .......vieeeece ettt 12 11 23
0= 0 TSRS 21 17 38
LI = T $ 47 $ 513 $ 560

The allocation of federal tax expense between current and deferred tax expense for the fiscal years ended March 31, 2017, 2016
and 2015, reflect the statutory extensions of federal bonus depreciation due to the Protecting Americans from Tax Hikes Act of

2015, which was signed into law on December 18, 2015 extending 50 percent bonus depreciation through 2017 before phasing

down to 40 percent in 2018, and 30 percent in 2019 and the Tax Increase Prevention Act of 2014, which was signed into law on
December 19, 2014.

Income tax expense differs from the “expected” income taxes by applying the statutory federal corporate rate of 35% to income
before income taxes as follows:

Yearsended March 31,

2017 2016 2015
(U.S. daollarsin millions)

Computed “expected” INCOMETAXES ........c.eeereeeriereeieeeereseseeeeseseseeesaesesesssnenes $ 416 % 510 $ 543
Foreign tax rate differential............cooooeiiiiniieniseeeee e (a7) (13) (12)
Effect of foreign dividends and foreign tax credit .........cooeeeeeniniencncnenene 4 3 —
State and local income taxes, net of federal income tax benefit..................... 40 47 58
Change in valuation allOWaNCE ..........ccoeeieiinene e (5) 5 —
Change in estimated state tax rate, net of federal income tax benefit............. (8) 21 (27)
Change in unrecognized tax benefit...........cocoveieiiiiieiiiee e, — (6) 3)
Effect of state tax 18w ChangES..........cooveireireiriceere s 10 (16) 4)
(1 1= SO O T TR 3 3) 5

[NCOME tAX EXPENSE ...t eeeteenees $ 437 $ 548 % 560
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The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities
are presented below:

March 31,
2017 2016
(U.S. dollarsin millions)
Deferred tax assets:
S Pz (Y[ 1e0) 11 (<] ¥ T $ 294  $ 275
RECEIVADIE VAIUBLION ......oeccviiiiiiciieiie it see et beeesre et esbessaeesabessseeesseesbessssesbessnsessensns 20 69
ACCIUEH POSIFELITEMENT ...ttt et s 21 20
StAtE 10SS CATYFOIWEITS .......e.vviieiiiieicieeert ettt nnens 60 60
(@1 S =55 £ O 69 70
Total gross deferred taxX ASSELS .......covvirirririe e 534 494
LESSVAUBLION GlIOWENCE .......ooveeceeectee sttt et ee et e s teete e sbe s e sbeesbessbessaeeenbessaeeenreesrenn — 5
LS Q0 [ L = 0 = i £ 534 489
Deferred tax liabilities:
[ (O B T= TR 274 257
AHFC LEBSES. .....oocueecte ettt ettt ettt s beeete s be e besbe e besbsebesseeebeensesreensssaeessesanes 8,949 8,174
D= 7 [V == 24 100
S = o N 12 (o 9 8
(@147 SRR 70 59
Total gross deferred tax Habilities........cccceceveecicc e 9,326 8,598
Net deferred tax lHabilitiES.......cciviiiiiiiici e sae s snesneas $ 8,792 $ 8,109

The effect of translating HCFI' s net deferred tax liabilities to U.S. dollars upon consolidation resulted in decreases of $5 million,
$5 million and $32 million during the fiscal years ended March 31, 2017, 2016 and 2015, respectively. The trandation
adjustments have been recognized as a component of other comprehensive income.

Exception to Recognition of Deferred Tax Liabilities

Foreign undistributed earnings are generally subject to U.S. taxation when repatriated and when subject to U.S. taxation may
generaly be offset by foreign tax credits. To date, the Company has not provided for federal income taxes on its share of the
undistributed earnings of its foreign subsidiary, HCFI, that are intended to be indefinitely reinvested outside the United States.
At March 31, 2017, 2016 and 2015, $759 million, $704 million and $651 million, respectively, of accumulated undistributed
earnings of HCFIl were deemed to be so reinvested. If the undistributed earnings as of March 31, 2017 were to be distributed, the
tax liability associated with these indefinitely reinvested earnings would be $180 million.

State Loss Carryforwards

Included in the Company’s deferred tax assets are net operating loss (NOL) carryforwards with tax benefits resulting from
operating losses incurred in various states in which the Company files tax returns in the amounts of $60 million, $60 million and
$56 million at March 31, 2017, 2016 and 2015, respectively. Based on the statutes of each of the applicable states, these NOL
carryforwards expire at various times through March 31, 2037.

Valuation Allowance

In assessing the realizability of deferred tax assets, the Company considers whether it is more likely than not that some portion
or al of the deferred tax assets will not be realized. The ultimate realization of deferred tax assetsis dependent upon the
generation of future taxable income during those periods in which those temporary differences and carryforward deferred tax
assets become deductible or utilized. The Company considers sources of income, including the reversal of deferred tax
liahilities, projected future taxable income, and tax planning considerations in making this assessment. Based upon these factors,
during the fiscal year ended March 31, 2017, the Company released a valuation allowance of $5 million for state NOL
carryforwards. The Company believesthat it is more likely than not that the deferred tax assets of $534 million recognized as of
March 31, 2017 will be realized.
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Uncertain Tax Positions
A reconciliation of the beginning and ending amount of unrecognized tax benefitsis as follows:

Yearsended March 31,

2017 2016 2015
(U.S. dollarsin millions)
Balance, beginning of YEAr ..ottt $ 6 $ 21 % 25
Additions for current year tax POSItIONS..........ccceereerereerieereeseeseeseesieeas — — —
Additions for prior year taX POSITIONS ........c.ccereerereeerieerieresieieseeeseeeseeesreens 5 — 4
Reductions for prior year taX pOSItiONS............ccuveereeieriererenseseeseeseeeseens — (20) (6)
SEIEMENES ...t — 5 (2)
Reductions related to alapse in the statute of limitations............cccccocvvevienene — — —
Foreign currency translation ..........c.coeeeereerieinieesieeseeseee e — — —
Balance, eNd Of YEAN ........c.cucueuieeeierceiecceeeee et $ 21 $ 6 $ 21

Included in the balance of unrecognized tax benefits at March 31, 2017, 2016 and 2015 are $21 million, $15 million and

$18 million, respectively, the recognition of which would affect the Company’s effective tax rate in future periods. Although it
is reasonably possible that the total amounts of unrecognized tax benefits could change within the next twelve months, the
Company does not believe such change would be significant. As aresult of the above unrecognized tax benefits and various
favorable uncertain positions, the Company has recorded a net liability for uncertain tax positions of $14 million as of both
March 31, 2017 and 2016 (Note 12).

The Company recognizes income tax-related interest income, interest expense and penalties as a component of income tax
expense. During the fiscal year ended March 31, 2017 and 2016, the Company recognized interest expense in an amount less
than $1 million for each year, and during fiscal years ended March 31, 2015, recognized interest income of $1 million asa
component of income tax expense. Asaresult of settlements during the fiscal year ended March 31, 2016 and 2015, the
Company received less than $1 million and paid $1 million, respectively. There were no settlements during the fiscal year ended
March 31, 2017. Asof both March 31, 2017 and 2016, the Company’ s consolidated balance sheets reflect accrued interest
payable of $3 million.

Asof March 31, 2017, the Company is subject to examination by U.S. federal and state tax jurisdictions for returns filed for the
taxable years ended March 31, 2008 through 2016 with the exception of one state which is subject to examination for returns
filed for taxable years ended March 31, 2001 through 2016. The Company’s Canadian subsidiary, HCFI, is subject to
examination for returns filed for the taxable years ended March 31, 2010 through 2016 federally, and returnsfiled for the
taxable years ended March 31, 2009 through 2016 provincialy. The Company believes appropriate provision has been made for
all outstanding issues for all open years.

Benefit Plans

The Company participates in certain retirement and other postretirement benefit plans maintained by AHM and HCI
(collectively referred to as the Sponsors). During the fiscal year ended March 31, 2014, the Sponsors announced various
amendments to the benefit plans which became effective January 1, 2014.

The Company participates in defined benefit retirement plans (the Pension Plans) maintained by the Sponsors. The names of the
Pension Plans maintained by AHM are the Honda Retirement Plan and the Honda Pension Equalization Plan. The name of the
Pension Plan maintained by HCI is the Pension Plan for Associates of Honda Canada Inc. Employees who commenced service
after September 3, 2013 are not eligible to participate in the Pension Plans maintained by AHM. Under the amendments to the
Pension Plan maintained by HCI, employees who commenced service after January 1, 2014 are not eligible to participate in
their Pension Plan. The Company pays for its share of the Pension Plan costs allocated by the Sponsors. The Pension Plans
expense, included in general and administrative expenses, was $6 million, $6 million and $4 million during the fiscal years
ended March 31, 2017, 2016 and 2015, respectively.
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The Company participates in defined contribution savings plans (the Savings Plans) maintained by the Sponsors. These plans
allow participants to make contributions subject to Internal Revenue Service or Canada Revenue Agency limits. Genera and

administrative expenses includes $7 million for the Company’s contributions to the Savings Plans for each of the fiscal years
ended March 31, 2017, 2016 and 2015.

The Company participates in other postretirement plans maintained by the Sponsors primarily to provide certain healthcare
benefits for retired employees. Substantially al employees become eligible for these benefits if they have met certain age and
service requirements at retirement. The Company’ s expense for the postretirement plans, included in general and administrative
expenses, was $5 million, $3 million and $4 million during the fiscal years ended March 31, 2017, 2016 and 2015, respectively.

Commitments and Contingencies

The Company leases certain premises and equipment on along-term basis under noncancelable leases. Some of these leases
require the Company to pay property taxes, insurance, and other expenses. L ease expense was approximately $10 million,
$10 million and $11 million for the fiscal years ended March 31, 2017, 2016 and 2015, respectively. Annual minimum lease
commitments attributabl e to long-term noncancelable operating leases at March 31, 2017 were as follows (U.S. dollarsin
millions):

Year ending March 31:

The Company extends commercial revolving lines of credit to deal erships to support their business activities including facilities
refurbishment and general working capital requirements. The amounts borrowed are generally secured by the assets of the
borrowing entity. The majority of the lines have annual renewal periods. The unused balance of commercial revolving lines of
credit was $153 million as of March 31, 2017. The Company also has commitments to finance the construction of auto
dealerships. The remaining unfunded balance for these construction loans was $14 million as of March 31, 2017.

Legal Proceedings and Regulatory Matters

The Company establishes accruals for legal claimswhen payments associated with the claims become probable and the costs
can be reasonably estimated. When able, the Company will determine estimates of reasonably possible loss or range of loss,
whether in excess of any related accrued liability or where there is no accrued liability. Given the inherent uncertainty associated
with legal matters, the actual costs of resolving legal claims and associated costs of defense may be substantially higher or lower
than the amounts for which accruals have been established.

The Company isinvolved, in the ordinary course of business, in various legal proceedings including claims of individual
customers and purported class action lawsuits. Certain of these actions are similar to suits filed against other financial
institutions and captive finance companies. Most of these proceedings concern customer allegations of wrongful repossession or
defamation of credit. The Company is aso subject to governmental reviews and inquiries from time to time. Based on available
information and established accruals, management does not believe it is reasonably possible that the results of these
proceedings, in the aggregate, will have a material adverse effect on the Company’s consolidated financial statements.
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(10) Securitizationsand Variable Interest Entities

The trusts utilized for on-balance sheet securitizations are VIEs, which are required to be consolidated by their primary
beneficiary. The Company is considered to be the primary beneficiary of these trusts due to (i) the power to direct the activities
of the trusts that most significantly impact the trusts’ economic performance through its role as servicer, and (ii) the obligation
to absorb losses or the right to receive residual returns that could potentially be significant to the trusts through the subordinated
certificates and residual interest retained. The debt securities issued by the trusts to third-party investors along with the assets of
the trusts are included in the Company’ s consolidated financial statements.

During the fiscal years ended March 31, 2017 and 2016, the Company issued notes through asset-backed securitizations, which
were accounted for as secured financing transactions totaling $5.7 billion and $4.5 billion, respectively. The notes were secured
by receivables with an initial principal balance of $6.3 billion and $5.6 billion, respectively.

The table below presents the carrying amounts of assets and liabilities of consolidated securitization trusts as they are reported
in the Company’ s consolidated balance sheets. All amounts exclude intercompany balances, which have been eliminated upon
consolidation. The assets of the trusts can only be used to settle the obligations of the trusts. The third-party investorsin the
obligations of the trusts do not have recourse to the general credit of the Company.

March 31,
2017 2016
(U.S. dollarsin millions)
Assets:
FINANCE FECEIVANIES .......vvvvevctctctctcc ettt ettt bbbt bbb bbb be bbb $ 8649 $ 7,819
Unamortized costs and SUBSIdY INCOME, NEL...........cereirieriierieeseee s sreens (125) (103)
AlloWanCe fOr Credit 0SS ......c.ciuiiieiriereee bbb (12) (10)
FiNanCe reCEIVANIES, NEL ........coocviiieecee ettt e stee e et sneebessabeeeneesnne s 8,512 7,706
Vehiclesheld fOr diSPOSITION.........cceieirirrere e 3 3
RS (o= 0 o= LG TSSO 358 291
Accrued interest reCEIVADIEM..........ovoieeeeee e 9 8
QLI S TSR $ 8882 $ 8,008
Liabilities:
SECUNEH TEIL ...ttt $ 8435 $ 7,605
Unamortized diSCOUNtS @Nd FEES........ccuiiueieieirereeeer e (13) (11)
SECUrE TEIL, NMEL ......vieiteeeteet e sn e sn e nne e 8,422 7,594
ACCIUEH INTEIESE EXPEINSE. ...viitiie ettt sttt et st sb et b se et et et eaesbesaeeaesbesbeee 4 3
TOLAl [TADIHTTIES.....eeveeeteeee e $ 8426 $ 7,597

(1)  Included with other assets in the Company’ s consolidated balance sheets (Note 11).

In their role as servicers, AHFC and HCFI collect principal and interest payments on the underlying receivables on behalf of the
securitization trusts. Cash collected during a calendar month is required to be remitted to the trusts in the following month.
AHFC and HCFI are not restricted from using the cash collected for their general purposes prior to the remittance to the trusts.
Asof March 31, 2017 and 2016, AHFC and HCFI had combined cash collections of $462 million and $422 million,
respectively, which were required to be remitted to the trusts.
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(11) Other Assets
Other assets consisted of the following:

Interest receivable and OtNEN GSSELS........c.cciiciiciicece e sre e sneeneas
Other FECEIVADIES ...ttt sttt s e neeae b e e
DEFEITEU EXPENSE ... vttt sttt sttt h et b se bt s e st sa st sa s s e e sn e e en e e en e s en s st s enennenes
Software, net of accumulated amortization of $138 and $134

as of March 31, 2017 and 2016, reSPECHIVELY ........ccereeerieirieiriet e
Property and equipment, net of accumulated depreciation of $17 and $17

as of March 31, 2017 and 2016, rESPECLIVEIY .......coerererireiieiiisiesie e snen
RS w0 o= = ISP

March 31,
2017 2016
(U.S. dollarsin millions)
$ 76 $ 75
148 99
171 173
33 30
8 8
382 315
74 51
$ 892 $ 751

Depreciation and amortization are computed on a straight-line basis over the estimated useful lives of the related assets, which

range from three to five years. General and administrative expenses include depreciation and amorti zation expense of
$7 million, $5 million and $6 million for the fiscal years ended March 31, 2017, 2016 and 2015, respectively.

(12) Other Liabilities
Other liabilities consisted of the following:

March 31,
2017 2016
(U.S. dollarsin millions)
DEBIEN PAYBDIES.......eeeeieeeee ettt ettt ettt ettt $ 148 % 139
Accounts payable and 8CCTUEH EXPENSES .......c.eiveuirieiirieirreestese ettt eb e b sreseseese e sreesreneas 313 286
L EASE SECUITY JEPOSITS ....e.eeveeetereetirieteseeiesiese st st ss s eb e bt se st se st e s sae e sa e es e es e en s st s enennenes 66 62
V SC unearned administrative fEeS (NOLE 6) .........coeeviiirieiiirereeseee e 394 380
Unearned inCOME, OPErating [E8SE.......coueuiiiiiriiiriiieieseetesee st 330 282
UNCENtaiN t8X POSITIONS ......ecveeetiietirieiere ettt ettt e bbb bbb b s nnens 14 14
(0107 g TT=" oSS P PSR 124 130
LI L= TSRS $ 1,389 $ 1,293
(13) Other Income
Other income consisted of the following:
Yearsended March 31,
2017 2016 2015
(U.S. dollarsin millions)
VSC administration (NOE B) ........ccccueruererueriieeeieeeireesneesseeesesaesesaesessenesnens $ 103 $ 98 $ 95
OUNEN ... 2 (1) 3
TOB e $ 105 $ 97 $ 98
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(14) Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer aliability in an orderly transaction
between market participants at the measurement date. The fair value hierarchy prioritizes the inputs to valuation techniques used
to measure fair value into three broad levels. Level 1 inputs are quoted pricesin active markets for identical assets or liabilities
that the reporting entity has the ability to access at the measurement date. Level 2 inputs are those other than quoted prices
included within Level 1 that are observable for the asset or liability. Level 3 inputs are unobservable inputs for the asset or
liability. The fair value hierarchy gives the highest priority to quoted pricesin active markets for identical assets or liabilities
(Level 1) and the lowest priority to unobservable inputs (Level 3). Nonperformance risk is also required to be reflected in the
fair value measurement, including an entity’s own credit standing when measuring the fair value of aliability.

Recurring Fair Value Measurements
The following tables summarize the fair value hierarchy of assets and liabilities measured at fair value on arecurring basis:
March 31, 2017

Level 1 Level 2 Level 3 Total
(U.S. dollarsin millions)

Assets:
Derivative instruments:
INEErESt FALE SWAPS....veveeeeeeeerrerrrnenseresssnsnsesesesssnsnsas $ — 3 237 $ — 3 237
CrOSS CUITENCY SWAPS ..ot anens — 12 — 12
Total ASSELS....ceiveeereeeeeeee e $ —  $ 249 % — $ 249
Liabilities:
Derivative instruments:
INLErESt rAL SWAPS......cvcveverererevereterererereseeeeereseaesesa $ — % 193 % — % 193
CrOSS CUIMENCY SWAPS ....c.eeeeeueeeesieeiesieesseseasseanns — 256 — 256
Total [1@bilities ..o $ — 449 3 —  $ 449
March 31, 2016
Level 1 Level 2 Level 3 Total
(U.S. dollarsin millions)
Assets:
Derivative instruments:
INEErESt FALE SWAPS....veveeeeeeeerrerrreeesesesesnsnsesesesssnsnsas $ — 3 2712 $ — 3 272
CrOSS CUMTENCY SWADS ..o snens — 70 — 70
TOtAl BSSELS.....vecereeererereneiee et $ — 3 342 3 — 3 342
Liabilities:
Derivative instruments:
INLErESt IAL SWAPS......cuevererererererererererererererereseaeaena $ — % 118 % — % 118
CroSS CUIMENCY SWAPS ......eeeeeueeeesieeiesieesseneasseanns — 98 — 98
Total [1@bilities ..o $ — 3 216 $ —  $ 216

The valuation techniques of assets and liabilities measured at fair value on arecurring basis are described below:

Derivative | nstruments

The Company’s derivatives are transacted in over-the-counter markets and quoted market prices are not readily available. The
Company uses third-party developed valuation models to value derivative instruments. These models estimate fair values using
discounted cash flow modeling techniques, which utilize the contractual terms of the derivative instruments and market-based
inputs, including interest rates and foreign exchange rates. Discount rates incorporate counterparty and HMC specific credit
default spreads to reflect nonperformance risk.
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The Company’s derivative instruments are classified as Level 2 since all significant inputs are observable and do not require
management judgment. There were no transfers between fair value hierarchy levels during the fiscal years ended March 31,
2017 and 2016. Refer to notes 1(n) and 5 for additional information on derivative instruments.

Nonrecurring Fair Value Measurements

The following tables summarize nonrecurring fair value measurements recognized for assets till held at the end of the reporting
periods presented:

L ower -of -cost

or fair value
Level 1 Level 2 Level 3 Total adjustment
(U.S. dollarsin millions)
March 31, 2017
Vehicles held for disposition................ $ —  $ —  $ 166 $ 166 $ 29
March 31, 2016
Vehicles held for disposition................ $ — 3 —  $ 134 3 134 3 22

The following describes the methodol ogies and assumptions used in nonrecurring fair value measurements, which relate to the
application of lower of cost or fair value accounting on long-lived assets.

Vehicles Held for Disposition

Vehicles held for disposition consist of returned and repossessed vehicles. They are valued at the lower of their carrying value
or estimated fair value, less estimated disposition costs. The fair value is based on current average selling prices of like vehicles
at wholesale used vehicle auctions. For vehicles affected by the recall announced in the fourth quarter of the fiscal year ended
March 31, 2016, the fair value reflected the estimated impact of the delaysin disposition.
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Fair Value of Financial I nstruments

The following tables summarize the carrying values and fair values of the Company’s financial instruments except for those
measured at fair value on arecurring basis. Certain financial instruments and al nonfinancial assets and liabilities are excluded
from fair value disclosure requirements including the Company’ s direct financing lease receivables and investment in operating

leases.
March 31, 2017
Carrying Fair value
value Level 1 Level 2 Level 3 Total
(U.S. dollarsin millions)
Assets:
Cash and cash equivalents.............. $ 760 $ 760 3% — $ — 760
Dealer loans, Net.........ccocevveeeeeenneen. 5,006 — — 4,837 4,837
Retail loans, net ........cccccovveveveeennne 30,523 — — 30,724 30,724
Restricted cash.........ccocevvierenennne 382 382 — — 382
Liabilities:
Commercial Paper .......ccccoeevevevevene. $ 4462  $ — % 4462 % — 4,462
Related party debt.........cccoceeevevenene 1,201 — 1,202 — 1,202
Bank [0ans........ccccocevvevevvcvcncenn, 5,883 — 5,939 — 5,939
Medium term note programs.......... 23,523 — 23,723 — 23,723
Other debt.......coovevvereireieee 2,736 — 2,761 — 2,761
Secured debt ........ooovivciniiie, 8,422 — 8,411 — 8,411
March 31, 2016
Carrying Fair value
value Level 1 Level 2 Level 3 Total
(U.S. daollarsin millions)
Assets:
Cash and cash equivalents.............. $ 658 $ 658 % — % — 658
Dedler 10ans, Net.......ccccoevvevenereenns 4,771 — — 4,597 4,597
Retail l0ans, Net........ccccovvvvvrirnennen 30,087 — — 30,295 30,295
Restricted cash.........ccoceeeverenennnne 315 315 — — 315
Liabilities:
Commercial Paper .........ccoceeeveuennas $ 4614 % — % 4615 $ — 4,615
Related party debt..........ccccceeriennene 2,284 — 2,284 — 2,284
Bank [0ans........cccccevreninincncnn 7,309 — 7,302 — 7,302
Medium term note programs.......... 21,095 — 21,524 — 21,524
Other debt ........cooeeiiiiiice 1,880 — 1,894 — 1,894
Secured debt .......cooeeieiieninieiiins 7,594 — 7,601 — 7,601

The following describes the methodol ogies and assumptions used to estimate the fair value of the Company’s financial

instruments not measured at fair value on arecurring basis:

Cash, Cash Equivalents and Restricted Cash

The carrying values reported on the consolidated bal ance sheets approximate fair values due to the short-term nature of the

assets and negligible credit risk. Restricted cash accounts held by securitization trusts are included in other assets.
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Finance Receivables

Thefair values of the Company’ sretail loans and dealer wholesale |oans are based on estimated proceeds of hypothetical whole
loan transactions. It is assumed that market participants in whole loan transactions would acquire the loans with the intent of
securitizing the loans. Internally developed valuation models are used to estimate the pricing of securitization transactions,
which is adjusted for the estimated costs of securitization transactions and required profit margins of market participants. The
models incorporate projected cash flows of the underlying receivables, which include prepayment and credit |oss assumptions.
The models also incorporate current market interest rates and market spreads for the credit and liquidity risk of securities issued
in the securitizations. The estimated fair values of the Company’s dealer commercial |oans are based on a discounted cash flow
model.

Debt

Thefair value of the Company’s debt is estimated based on a discounted cash flow analysis. Projected cash flows are discounted
using current market interest rates and credit spreads for debt with similar maturities. The Company’ s specific nonperformance
risk is reflected in the credit spreads on the Company’ s unsecured debt.

The above fair value estimates are made at a specific point in time, based on relevant market information and information about
the financial instrument. These estimates do not reflect any premium or discount that could result from offering for sale at one
time the Company’ s entire holdings of a particular financial instrument. Because no active market exists for a portion of the
Company’s financial instruments, fair value estimates of such financial instruments are based on judgments regarding future
expected |oss experience, current economic conditions, risk characteristics, and other factors. These estimates are subjective in
nature and involve uncertainties and matters of significant judgment and, therefore, cannot be determined with precision.
Changes in assumptions could significantly affect the estimates.

Fair value information presented in the tables above is based on information available at March 31, 2017 and 2016. Although
the Company is not aware of any factors that would significantly affect the estimated fair value amounts, such amounts have not
been updated since those dates, and therefore, the current estimates of fair value at dates subsequent to those dates may differ
significantly from the amounts presented herein.

Segment I nformation

The Company’ s reportable segments are based on the two geographic regions where operating results are measured and
evaluated by management: the United States and Canada.

Segment performance is evaluated using an internal measurement basis, which differs from the Company’ s consolidated results
prepared in accordance with GAAP. Segment performance is evaluated on a pre-tax basis before the effect of valuation
adjustments on derivative instruments and revaluations of foreign currency denominated debt. Since the Company does not elect
to apply hedge accounting, the impact to earnings resulting from these val uation adjustments as reported under GAAP is not
representative of segment performance as evaluated by management. Realized gains and |osses on derivative instruments, net of
realized gains and losses on foreign currency denominated debt, are included in the measure of net revenues when eval uating
segment performance.

No adjustments are made to segment performance to allocate any revenues or expenses. Financing products offered throughout

the United States and Canada are substantially similar. Segment revenues from the various financing products are reported on
the same basis as GAAP consolidated results.
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Financial information for the Company’ s reportable segments for the fiscal years ended or at March 31 is summarized in the

following tables:

Year ended March 31, 2017
Revenues:

OpErating |€aSES. ......cvveiuerieseieseeieseeneeeeeeese e
Total FeVENUES ...
Depreciation on operating 1€ases ........coceveveereesieennee
INLErESt EXPENSE.....eviveeri e

Realized (gains)/losses on derivatives and foreign

currency denominated debt ...........ccoeereirniiiienienes
NEt reVeNUES........ccceeeeviieecee e
Gain/(Loss) on disposition of lease vehicles.................
Other INCOME.......ccceireeiirieerieere e
Total NEL reVENUES..........ccoeveeereeeseesee e

Expenses:

General and administrative expenses............cceev.....
Provision for credit |0SSes.........cccocvvvereriineceseenes
Early termination loss on operating leases...............
Impairment 10ss on operating leases...........c.cc.c.......
Losson leaseresidual values...........cccceeeeeeeercncnene
(Gain)/Loss on derivative instruments.....................

(Gain)/Loss on foreign currency revaluation of

EDL ..
Income before income taxes.........ccoevevevveeeeveeenne

March 31, 2017

Finance recaivables, NEt ..........coeeveveeieieeceee e,
Investment in operating 1eases, Net .........ccoccceveeeviecnen
TOtAl BSSELS.....viiueecieceeciecee et
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Valuation
United adjustments and Consolidated
States Canada reclassifications Total
(U.S. dollarsin millions)

$ — 3 K7 — 3 34
1,030 158 — 1,188
133 14 — 147
5,547 786 — 6,333
6,710 992 — 7,702
4,403 653 — 5,056
638 90 — 728
(35) 17 18 —
1,704 232 (18) 1,918
24 19 — 43
100 5 — 105
1,828 256 (18) 2,066
383 51 — 434
199 11 — 210
67 6 — 73
— 15 — 15
— — 315 315

= = (171) (171)
$ 1,179 $ 173 $ (162) $ 1,190
3,447  $ 4457 $ — $ 35904
27,380 3,930 — 31,310
61,328 8,526 — 69,854
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Valuation
United adjustments and Consolidated
States Canada reclassifications Total
(U.S. dollarsin millions)
Year ended March 31, 2016
Revenues:
Direct financing 1€3SES ........ccuevrereeieireeeeieieeeeeeeeieeenns $ — % 72 — % 72
RELAI ...oceeeeeceeece et e e 1,041 144 — 1,185
DEAIES ..ottt 109 13 — 122
OpPErating |€aSES .....ecvvevereeeeiriesieseeseeseeseeseeeeese e seesneens 5,023 500 — 5,523
Total FEVENUES. ..o 6,173 729 — 6,902
Depreciation on operating |€ases........cccovevveveeieeiecienieseenens 4,012 409 — 4,421
INTErESt EXPENSE......eecveeeeceeesie et ee et 518 74 — 592
Realized (gains)/losses on derivatives and foreign
currency denominated debt..........ccceveeeieienineieeceeen, 4 27 (31) —
NEL FOVENUES. .....cceeeeeiiee e 1,639 219 31 1,889
Gain/(Loss) on disposition of lease vehicles..................... 46 5 — 51
Other INCOME ..ottt 94 3 — 97
Total NEL reVENUES........oiereierieieeeeeeeee e 1,779 227 31 2,037
Expenses:
General and administrative eXpenses...........coceeeeereenn 356 47 — 403
Provision for credit 10SSeS.......oovveveeeeieieeeeereecee, 134 16 — 150
Early termination loss on operating leases................... 41 5 — 46
Impairment 10ss on operating 1eases ........cccccccveereenenne. 6 2 — 8
Losson leaseresidua ValUES .........cceeeecveceececeeceenen, — 13 — 13
(Gain)/Loss on derivative instruments...........cc.ccce.e.e. — — (101) (101)
(Gain)/Loss on foreign currency revaluation of
(01 o) TSP — — 60 60
Income before inCOme taxes ..........coccecveeveveeeenea $ 1242 % 144 72 $ 1,458
March 31, 2016
Finance recaiVables, NEL.........ccevereeeierseeesse e $ 31,080 $ 4,713 — 3 35,793
Investment in operating 1€ases, Net.........ccccceveeeeiececeieenens 25,245 3,002 — 28,247
TOtal BSSELS....c.eveeeerirerierere e 58,813 7,840 — 66,653
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AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Valuation
United adjustments and Consolidated
States Canada reclassifications Total

(U.S. dollarsin millions)

Year ended March 31, 2015

Revenues:
Direct financing 1€aSES........cccvuvurerrneeerrrrneennenens $ —  $ 135 % — $ 135
RELAI ..o e 1,104 162 — 1,266
DEAIES ..ot 103 15 — 118
OpErating |€aSES. ......ccvvereieeseseseeseseeseeseeeeeesessesaeens 4,598 244 — 4,842
TOtal FEVENUES.......ccveeeeeeeeieeree e 5,805 556 — 6,361
Depreciation on operating |€aSes..........ccevveveeieeieeeeierennens 3,637 201 — 3,838
INTErESt EXPENSE.....ieeeceeeee ettt 485 95 — 580
Realized (gains)/losses on derivatives and foreign
currency denominated debt .........ccoceeeeeieeieeieeeeeeenn, (5) 22 (a7) —
NEL TEVENUES ...ttt 1,688 238 17 1,943
Gain/(Loss) on disposition of lease vehicles.................... 30 7 — 37
Other INCOME.......c.evveiirieeiriereee s 96 2 — 98
Total NEt revVeNUES.........ooevereeieeeeeeee e 1,814 247 17 2,078
Expenses:
General and administrative eXpenses..........cccceceeerune 346 52 — 398
Provision for credit 10SSES........coovvveneienieiecieeeeeee, 103 11 — 114
Early termination loss on operating leases.................. 35 2 — 37
Losson leaseresidual values..........cccceeeeveeenccnennenne, — 4 — 4
(Gain)/Loss on derivative instruments...........c.cccceue.e. — — 326 326
(Gain)/Loss on foreign currency revaluation of
EDL. ..o — — (353) (353)
Income before income taxes............ccceevevevennee $ 1330 $ 178 $ 4 % 1,552
March 31, 2015
Finance recaiVables, NEt .........ooevevrreeiereseeneneseeeeees $ 33067 $ 5397 % — 3 38,464
Investment in operating 1€ases, NEt.........ccccceeveeeeerierennns 22,790 1,649 — 24,439
TOtAl BSSELS ... 57,645 7,160 — 64,805
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AMERICAN HONDA FINANCE CORPORATION
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(16) Selected Quarterly Financial Data (Unaudited)

First Second Third Fourth
Quarter Quarter Quarter Quarter Full Year
(U.S. dollarsin millions)

Year ended March 31, 2017

Total FeVENUES........ceiveierieerieirieesee e $ 1846 $ 1911 % 1953 % 1992 % 7,702
Depreciation on operating leases................... 1,182 1,250 1,306 1,318 5,056
INtErest EXPENSE .....coviereeerieeeie e 169 178 186 195 728
Other iNCOME .....c..oueeeireiereee e 22 22 23 38 105
Total Net reVENUES........ccoeeveeerieeeeeseseeie e 536 504 484 542 2,066
Provision for credit 10Sses.........cccveerieceee, 31 72 54 53 210
Early termination loss on operating leases.... 15 16 19 23 73
NELINCOME......c.oiiiiriiirieree s 237 196 119 201 753
Net income attributable to

American Honda Finance Corporation....... 223 178 98 184 683

Year ended March 31, 2016

Total FEVENUES........cevveeeieeecieicieeee s $ 1663 $ 1,703 % 1,741  $ 1795 % 6,902
Depreciation on operating leases................... 1,040 1,077 1,119 1,185 4,421
INtErest EXPENSE ....ocveeieeeeeie e eee e eee e 140 143 148 161 592
Other iINCOME.......ccvevveee e 24 24 26 23 97
Total NEt reVENUES........ccoveeeeeieeeeere e 529 515 504 489 2,037
Provision for credit 10SSes........coeevevvcvrveennee, 31 35 43 41 150
Early termination loss on operating leases.... 11 18 1 16 46
Impairment loss on operating leases.............. — — — 8 8
NEL INCOME......ceiviiriiiriiieeseee e seens 227 240 223 220 910
Net income attributable to

American Honda Finance Corporation....... 210 228 208 210 856
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Exhibit Index

Exhibit

Number Description

3.1m Articles of Incorporation of American Honda Finance Corporation, dated February 6, 1980, and Certificates of
Amendment to the Articles of Incorporation, dated March 29, 1984, November 13, 1988, December 4, 1989, July 2,
1991, April 3, 1997, November 30, 1999, and December 17, 2003.

3.20 Amended and Restated Bylaws of American Honda Finance Corporation, dated April 27, 2010.

4,10 Form of Specimen Common Stock of American Honda Finance Corporation.

4.2 American Honda Finance Corporation agrees to furnish to the Securities and Exchange Commission upon request a
copy of each instrument with respect to issues of long-term debt of American Honda Finance Corporation and its
subsidiaries, the authorized principal amount of which does not exceed 10% of the consolidated assets of the American
Honda Finance Corporation and its subsidiaries.

4.32 Amended and Restated Issuing and Paying Agency Agreement between American Honda Finance Corporation and
The Bank of New Y ork Mellon, dated as of August 27, 2012.

44 Trust Indenture between Honda Canada Finance Inc., asissuer, and BNY Trust Company of Canada (as successor to
CIBC Mellon Trust Company), astrustee, dated as of September 26, 2005@, as supplemented by supplemental
indentures from time to time, and the Form of Debenture®.

4.56 Indenture, dated September 5, 2013, between American Honda Finance Corporation and Deutsche Bank Trust
Company Americas, astrustee.

4.6 Form of Fixed Rate Medium-Term Note, Series A® and Form of Floating Rate Medium-Term Note, Series A®.

10.1® $1,300,000,000 Second Amended and Restated Credit Agreement, dated as of March 24, 2014, among HCFI, as the
borrower, the lenders party thereto, and Canadian Imperial Bank of Commerce, as administrative agent, joint
bookrunner and co-lead arranger, RBC Capital Markets, as joint bookrunner and co-lead arranger, BMO Capital
Markets, as co-lead arranger, The Toronto-Dominion Bank, as co-arranger and co-syndication agent, Bank of Tokyo-
Mitsubishi UFJ (Canada), as co-arranger and co-syndication agent, Bank of Montreal, as co-syndication agent, Royal
Bank of Canada, as co-syndication agent, and Mizuho Corporate Bank, Ltd., Canada Branch, as documentation agent.

10.20 Amendment, dated as of June 30, 2014, between HCFI and Canadian Imperial Bank of Commerce, as administrative
agent, for and behalf of the banks party to the Credit Agreement.

10.30 Second Amendment, dated as of March 13, 2015, between HCFI and Canadian Imperial Bank of Commerce, as
administrative agent, for and behalf of the banks party to the Credit Agreement.

10.4an Third Amendment, dated as of March 23, 2016, between HCFI and Canadian Imperial Bank of Commerce, as
administrative agent, for and behalf of the banks party to the Credit Agreement.

10.542 Fourth Amendment dated as of March 23, 2017 between HCFI and Canadian Imperial Bank of Commerce, as
administrative agent, for and on behalf of the banks party to the Credit Agreement.

10.6%3 $3,500,000,000 364-day unsecured revolving credit facility pursuant to a 364 Day Credit Agreement, dated March 3,

2017, among American Honda Finance Corporation, as the borrower, the lenders party thereto, and The Bank of
Tokyo-Mitsubishi UFJ, Ltd., as administrative agent and auction agent, JPMorgan Chase Bank, N.A., as syndication
agent, Bank of America, N.A., Barclays Bank PLC, BNP Paribas and Citibank, N.A., as documentation agents and
The Bank of Tokyo-Mitsubishi UFJ, Ltd., J.P. Morgan Chase Bank, N.A., Barclays Bank PLC, BNP Paribas Securities
Corp, Citigroup Global Markets Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated, as joint lead arrangers
and joint bookrunners.


http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex31.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex31.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex31.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex32.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex41.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513322813/d532676dex43.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513322813/d532676dex43.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513322813/d532676dex45.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513322813/d532676dex45.htm
http://www.sec.gov/Archives/edgar/data/864270/000156459015000636/ahfc-ex44_20141231486.htm
http://www.sec.gov/Archives/edgar/data/864270/000156459015000636/ahfc-ex44_20141231486.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513358694/d532727dex41.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513358694/d532727dex41.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312514047461/d673722dex41.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312516677804/d215644dex42.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312514118812/d698790dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312514118812/d698790dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312514118812/d698790dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312514118812/d698790dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312514118812/d698790dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312514118812/d698790dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312514258221/d749554dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312514258221/d749554dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312515095396/d895023dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312515095396/d895023dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312516516515/d156663dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312516516515/d156663dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517097960/d368258dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517097960/d368258dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex101.htm
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Exhibit Index

Exhibit

Number Description

10.7¢4 $2,100,000,000 three year unsecured revolving credit facility pursuant to a Three Y ear Credit Agreement, dated March
3, 2017, among American Honda Finance Corporation, as the borrower, the lenders party thereto, and The Bank of
Tokyo-Mitsubishi UFJ, Ltd., as administrative agent and auction agent, JPMorgan Chase Bank, N.A., as syndication
agent, Bank of America, N.A., Barclays Bank PLC, BNP Paribas and Citibank, N.A., as documentation agents and
The Bank of Tokyo-Mitsubishi UFJ, Ltd., J.P. Morgan Chase Bank, N.A., Barclays Bank PLC, BNP Paribas Securities
Corp, Citigroup Globa Markets Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated, asjoint lead arrangers
and joint bookrunners.

10.819) $1,400,000,000 five year unsecured revolving credit facility pursuant to aFive Y ear Credit Agreement, dated March 3,
2017, among American Honda Finance Corporation, as the borrower, the lenders party thereto, and The Bank of
Tokyo-Mitsubishi UFJ, Ltd., as administrative agent and auction agent, JPMorgan Chase Bank, N.A., as syndication
agent, Bank of America, N.A., Barclays Bank PLC, BNP Paribas and Citibank, N.A., as documentation agents and
The Bank of Tokyo-Mitsubishi UFJ, Ltd., J.P. Morgan Chase Bank, N.A., Barclays Bank PLC, BNP Paribas Securities
Corp, Citigroup Globa Markets Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated, asjoint lead arrangers
and joint bookrunners.

10.909 Keep Well Agreement between Honda Motor Co., Ltd. and American Honda Finance Corporation, dated September 9,
2005.

10.10ut7 Support Compensation Agreement, between Honda Motor Co., Ltd. and American Honda Finance Corporation, dated
as of October 1, 2005.

10.1148 Keep Well Agreement between Honda Motor Co., Ltd. and Honda Canada Finance Inc., dated September 26, 2005.

10.12¢9 Support Compensation Agreement, between Honda Motor Co., Ltd. and Honda Canada Finance Inc., dated as of
October 1, 2005.

12.1 Statement regarding computation of ratio of earnings to fixed charges

23.1 Consent of KPMG LLP

31.1@ Certification of Principal Executive Officer

31.2® Certification of Principal Financial Officer

32.1@ Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350

32.2y Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350

101.INS® XBRL Instance Document

101.SCH®  XBRL Taxonomy Extension Schema Document

101.CAL@  XBRL Taxonomy Extension Calculation Linkbase Document

101.LAB@  XBRL Taxonomy Extension Label Linkbase Document

101.PRE@  XBRL Taxonomy Extension Presentation Linkbase Document

101.DEF@  XBRL Taxonomy Extension Definition Linkbase Document

(1) Incorporated herein by reference to the same numbered Exhibit filed with our registration statement on Form 10, dated June 28, 2013.

(2)  Incorporated herein by reference to the same numbered Exhibit filed with our registration statement on Form 10, amendment No. 1, dated
August 7, 2013.

(3) Incorporated herein by reference to Exhibit number 4.5 filed with our registration statement on Form 10, amendment No. 1, dated August 7,

2013.

(4)  Incorporated herein by reference to the same numbered Exhibit filed with our quarterly report on Form 10-Q, dated February 12, 2015.
(5)  Incorporated herein by reference to Exhibit number 4.1 filed with our registration statement on Form S-3, dated September 5, 2013.
(6) Incorporated herein by reference to Exhibit number 4.1 filed with our current report on Form 8-K, dated February 12, 2014.

(7)  Incorporated herein by reference to Exhibit number 4.2 filed with our current report on Form 8-K, dated August 10, 2016.

E-2


http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex102.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex102.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex102.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex102.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex102.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex102.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex102.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex103.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex103.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex103.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex103.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex103.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex103.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312517074867/d299472dex103.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex101.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex102.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex102.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex103.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex104.htm
http://www.sec.gov/Archives/edgar/data/864270/000119312513277298/d532676dex104.htm
ahfc-ex121_9.htm
ahfc-ex231_7.htm
ahfc-ex311_11.htm
ahfc-ex312_10.htm
ahfc-ex321_6.htm
ahfc-ex322_8.htm

)

9

(10)
(11)
(12)
(13)
(14)
(15)
(16)
(17)
(18)
(19)
(20)
(21)

Incorporated herein by reference to the same numbered Exhibit filed with our current report on Form 8-K, dated March 24, 2014.
Incorporated herein by reference to Exhibit number 10.1 filed with our current report on Form 8-K, dated June 30, 2014.
Incorporated herein by reference to Exhibit number 10.1 filed with our current report on Form 8-K, dated March 13, 2015.
Incorporated herein by reference to Exhibit number 10.1 filed with our current report on Form 8-K, dated March 23, 2016.
Incorporated herein by reference to Exhibit number 10.1 filed with our current report on Form 8-K, dated March 23, 2017.
Incorporated herein by reference to Exhibit number 10.1 filed with our current report on Form 8-K, dated March 3, 2017.
Incorporated herein by reference to Exhibit number 10.2 filed with our current report on Form 8-K, dated March 3, 2017.
Incorporated herein by reference to Exhibit number 10.3 filed with our current report on Form 8-K, dated March 3, 2017.
Incorporated herein by reference to Exhibit 10.1 filed with our registration statement on Form 10, dated June 28, 2013.
Incorporated herein by reference to Exhibit 10.2 filed with our registration statement on Form 10, dated June 28, 2013.
Incorporated herein by reference to Exhibit 10.3 filed with our registration statement on Form 10, dated June 28, 2013.
Incorporated herein by reference to Exhibit 10.4 filed with our registration statement on Form 10, dated June 28, 2013.
Filed herewith.

Furnished herewith.



Exhibit 12.1
American Honda Finance Corporation and Subsidiaries
Calculation of Ratio of Earningsto Fixed Charges
(U.S. daollarsin millions)

Yearsended March 31,

2017 2016 2015
Earnings
Consolidated income before provision for incOme taxes.........ccoveeevverieeeeecievne, $ 1,190 $ 1,458 $ 1,552
FIXEO CREIGES .. ...ttt bbbt 731 595 584
BAININGS ...ttt ettt ettt ettt et n e n et s $ 1,921 $ 2,053 $ 2,136
Fixed Charges
INEEIESE EXPEINSE. ... ceeevveteeee ettt ettt ettt ae ettt te et et et ese s st s seseesssebeseenssetese s eeesesens $ 728 $ 592 $ 580
Interest portion of rental EXPENSE@ ........c.cieeeieeeeeeeeeere et senens 3 3 4
Total fIXEH CHAIGES .....cveeeeeeeeeeee ettt ettt $ 731 $ 595 $ 584
Ratio of earnings to fiXed CArgeS.........coceireirieiriiireeesee e 2.63x 3.45x 3.66x

(1)  One-third of all rental expense is deemed to be interest.



Exhibit 23.1
Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the registration statement (No. 333-213047) on Form S-3 of American Honda Finance
Corporation (the Company) of our report dated June 22, 2017, with respect to the consolidated bal ance sheets of the Company as of
March 31, 2017 and 2016, and the related consolidated statements of income, comprehensive income, changes in equity, and cash
flows for each of the years in the three-year period ended March 31, 2017, which report appears in the March 31, 2017 annual report
on Form 10-K of the Company.

/s KPMG LLP

Los Angeles, Cadifornia
June 22, 2017



Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Hideo Moroe, certify that:

1
2.

| have reviewed this Annual Report on Form 10-K for the year ended March 31, 2017 of American Honda Finance Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financia statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(8 Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles,

(c) Evauated the effectiveness of the registrant’ s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

(d) Disclosedin thisreport any change in theregistrant’sinternal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’ s internal control over financial reporting; and

The registrant’ s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’ s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(@ All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant rolein the
registrant’ sinternal control over financial reporting.

Dated: June 22, 2017

By: /9 Hideo Moroe
Hideo Moroe
President
(Principal Executive Officer)




Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Shinji Kubaru, certify that:

1
2.

| have reviewed this Annual Report on Form 10-K for the year ended March 31, 2017 of American Honda Finance Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financia statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(8 Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles,

(c) Evauated the effectiveness of the registrant’ s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

(d) Disclosedin thisreport any change in theregistrant’sinternal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’ s internal control over financial reporting; and

The registrant’ s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’ s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(@ All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant rolein the
registrant’ sinternal control over financial reporting.

Dated: June 22, 2017

By: /¢ Shinji Kubaru
Shinji Kubaru
Vice President and Treasurer
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002*

In connection with the Annual Report of American Honda Finance Corporation (the “Company”) on Form 10-K for the year ended
March 31, 2017 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), |, Hideo Moroe, President
and Principal Executive Officer of the Company, certify, pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code,
as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

1.  TheReport fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. Theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Dated: June 22, 2017

By: /s/ Hideo Moroe
Hideo Moroe
President
(Principal Executive Officer)

*A signed original of thiswritten statement required by Section 906 has been provided to American Honda Finance Corporation and
will be retained by American Honda Finance Corporation and furnished to the Securities and Exchange Commission or its staff upon
request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002*

In connection with the Annual Report of American Honda Finance Corporation (the “Company”) on Form 10-K for the year ended
March 31, 2017 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Shinji Kubaru, Vice
President, Treasurer and Principal Financial Officer of the Company, certify, pursuant to Section 1350 of Chapter 63 of Title 18 of the
United States Code, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

1.  TheReport fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. Theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Dated: June 22, 2017

By: /¢ Shinji Kubaru
Shinji Kubaru
Vice President and Treasurer
(Principal Financial Officer)

*A signed original of thiswritten statement required by Section 906 has been provided to American Honda Finance Corporation and
will be retained by American Honda Finance Corporation and furnished to the Securities and Exchange Commission or its staff upon
request.



