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TOYOTA MOTOR SALES, U.S.A. INC.
Agent for Service of Process:

CT Corporation System

4169 Westport Road

Louisville, KY 40207

and

TOYOTA LEASE TRUST
Agent for Service of Process:
CT Corporation System
4169 Westport Road
Louisville, KY 40207

Defendants.
INTRODUCTION

1. Plaintiffs bring this action on behalf of themselves and all other similarly situated
persons against Toyota Motor Engineering & Manufacturing North America, Inc. (hereinafter
“TEMA”), Toyota Motor Manufacturing, Kentucky, Inc. (hereinafter “TMMK”), Toyota Motor
Sales, U.S.A. Inc. (hereinafter “TMS-USA”), and Toyota Lease Trust (hereinafter “TLT”) to obtain
injunctive relief, to be compensated for economic injuries they suffered as a result of the collective
Defendants’ pattern of racketeering activity, to be compensated for economic and personal injuries
they suffered as a result of Defendants’ violations of the state substantive laws cited herein as a
result of the intentional, reckless, and negligent conduct of Defendants, and to obtain punitive
damages. As of February 15, 2010, the National Highway Transportation Safety Administration
(hereinafter “NHTSA”) reported that sudden acceleration by Toyota vehicles is responsible for at
least 34 deaths.

2. Defendants have known for years that their vehicles were defective in that they
suffered from a defect that can cause them to suddenly accelerate uncontrollably, which is referred

to as sudden unintended acceleration (hereinafter “SUA™). Upon information and belief,
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Defendants have known since 2002 that their vehicles’ acceleration controls were adversely affected
by radio waves. During those years, Defendants became aware of numerous customers who were
injured and killed in accidents where SUA caused their vehicles to speed out of control and crash.
In 2004, Defendants met with National Highway Transportation Safety officials in an effort to
minimize the investigation of SUA incidents, to minimize the publicity adverse to them, and to
avoid substantial costly recalls of millions of their automobiles. Upon information and belief, as
part of the scheme to defraud consumers, Defendants replaced experienced automobile workers
with less expensive temporary workers at TMMK, causing manufacturing quality to suffer, at the
same time as they publicly represented to consumers the excellent engineering and reliability of
their vehicles. Upon information and belief, during this time period, Defendants quietly repaired
vehicles brought to them by customers who experienced SUA, but intentionally and recklessly
failed to warn customers driving similar vehicles. Instead, they intentionally misrepresented to
consumers, including Plaintiffs and the proposed class, that their vehicles were suited for their
intended purpose, were well-engineered, were safe to drive, and were reliable in order to avoid the
substantial costs of recall programs involving millions of vehicles.

3. Upon information and belief, during 2008, Defendants were aware that the Toyota
organization engaged in a repair campaign for European vehicles suffering from SUA, yet
Defendants intentionally and recklessly failed to warn American consumers of the defect. During
2009, when the SUA problems became more frequent and the subject of substantial publicity,
Defendants issued public statements designed to minimize public knowledge of the SUA defect and
to misrepresent to current and prospective purchasers and lessees the true cause of the defect as part
of their continuing scheme to defraud Plaintiffs and the proposed class in an effort to minimize any

recall and its effect on profits. Initially, in the fall of 2009, Defendants falsely alleged that the
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cause of the SUA defect was floor mats and offered to replace floor mats in certain vehicles.
Defendants knew that only a small percentage of those notified would actually bring their vehicles
in to replace floormats. As late as November 2009, Defendants insisted that “there is no evidence to
support” any other cause for the defect, a statement that NHTSA later determined was “misleading
and inaccurate.”

4. In early 2010, Defendants falsely represented that many of its vehicles suffered from
sticking accelerator pedals and conducted a recall program to physically modify the accelerators.
Defendants have known about the repair of accelerator modification to allegedly correct SUA since
at least 2006, when they modified the accelerator of a 2005 Toyota Camry at a dealership in
Cincinnati, Ohio. At that time, they intentionally and recklessly failed to recall similarly-affected
vehicles. Through the fall of 2009, more than 2,000 complaints of unintended acceleration were
made regarding Toyota vehicles and Toyota was the subject of multiple investigations by the federal
government. Defendants’ recent allegation of sticking accelerator pedals as the cause of SUA, upon
information and belief, is not truthful and is part of the scheme to minimize recalls and repairs and
defraud Plaintiffs and prospective class members. A number of class members have experienced
SUA when their foot was on the brake and not touching the accelerator. In addition, Plaintiffs
Connie and Thomas Kamphaus of Hamilton, Ohio, experienced two instances of SUA after their
Toyota Camry received the accelerator modification on recall.

5. In August 2009, a California Highway Patrol Officer and his family were killed
when their Toyota-made vehicle suddenly accelerated and their brakes failed to stop their car from
entering an intersection. Their vehicle crashed into another vehicle, ran through a fence, rolled over
and burst into flames. Many others have been injured or died in accidents. Other drivers and

passengers of Toyota vehicles have died and suffered serious injuries and property damage. All
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owners and lessees of Toyota-made vehicles have suffered economic damage to their property due
to the SUA defect. Many are unable to sell or trade their cars, and many are afraid to drive their
cars. Toyota-made vehicles have lost market value.

6. Defendants and their affiliates have known since at least 2002 that their vehicles
could accelerate uncontrollably, resulting in crashes causing serious injuries and deaths of
occupants. During this time period, as set forth in detail below, Defendants and their parent
company falsely assured Plaintiffs and prospective class members in statements made to them via
interstate mail and wire communications that their cars were safe and reliable and misrepresented
the true nature and extent of Toyota-manufactured vehicle defects.

7. Instead of being told the truth about the dangerous propensity of Toyota-
manufactured vehicles to suddenly accelerate, Plaintiffs and prospective class members were given
assurances that their vehicles were safe and defect free. For example, they were given a Warranty
and Maintenance Guide that states:

At Toyota, our top priority is always our customers. We know your Toyota
is an important part of your life and something you depend on every day.
That’s why we’re dedicated to building products of the highest quality
and reliability. . . Our goal is for every Toyota customer to enjoy
outstanding quality, dependability and peace of mind . . . (Emphasis
added).

8. Due to ever-increasing publicity about the life-threatening defects of Toyota-
manufactured vehicles, on January 21, 2010, Defendants announced that they were recalling
millions of vehicles for the alleged reason of “sticking accelerator pedals.” Defendants stated that
Toyota’s investigation, which they said had been conducted “in recent months,” “indicates there is a
possibility that certain accelerator pedal mechanisms may, in rare instances, mechanically stick in a

partially depressed position or return slowly to the idle position.” (Emphasis added). The models

recalled were: RAV4, Corolla, Matrix, Avalon, Camry, Highlander, Tundra and Sequoia.
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Defendants continue to misrepresent the defect by stating it was caused by floor mats and by
accelerator pedals that were “sticking.” They continue to cover up the fact drivers were
experiencing SUA when their foot was on the brake and not touching the accelerator. They conceal
the fact that when Toyota replaced its mechanical throttle linkage in the late 1990°s with a
computer-controlled accelerator system, it could be adversely affected by “radio waves.” Upon
information and belief, unlike American automobile companies, Toyota failed to include sufficient
back-up safety systems that would prevent uncontrolled acceleration, all in order to save money and
increase profits. As a result of the lack of appropriate safety systems, there is no adequate fail-safe
mechanism to stop Toyota vehicles in the event the acceleration systems malfunction and engage in
uncontrolled acceleration, as evidenced by the continuing injuries and deaths caused by Toyota
SUA.

9. On January 26, 2010, due to ever-increasing adverse publicity, Toyota stopped
selling its recalled models, stating that preventing the sale of the vehicles was “necessary until a
remedy is finalized.” Despite acknowledging that the defect was serious enough that it was
necessary to stop selling these vehicles, Toyota failed to prevent vehicles already sold or leased
from being operated, nor did it offer to cancel leases and purchases and refund the monies paid by
its customers.

10.  The current recall repair for “sticking accelerators” is not effective in preventing the
SUA defect. Plaintiffs Connie and Thomas Kamphaus took their 2008 Camry to a Toyota dealer for
the recall repair on the accelerator because their vehicle had suddenly accelerated in a grocery store
parking lot and only stopped when the ignition was turned off. The Kamphaus’s were assured that
the vehicle recall repair eliminated the SUA problem. However, since the repair, they have

experienced two instances of SUA and are now afraid to drive the car. They have been forced to
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pay for a rental car, because Toyota insists their problem is fixed. Toyota purchasers and lessees of
recalled vehicles have not received substitute vehicles and are simply left to drive admittedly
dangerous vehicles.

11.  As a consequence of Defendants’ unlawful scheme and misleading business
practices, Plaintiffs and prospective class members have suffered economic harm, which includes
the loss in value of their vehicles and being deprived of the full use and benefit of their vehicles.

THE PLAINTIFFS

12. Plaintiffs Al and Joanna Viviano own a 2006 Avalon. They reside in Louisville,
Kentucky. They purchased the Avalon in Louisville, Kentucky. On January 16, 2010, the Vivianos’
Avalon suddenly and unexpectedly accelerated into a lane of traffic at a time when Mr. Viviano was
coming to a stop with his foot on the brake. Mr. Viviano pumped his brake, but it did not help. He
avoided a broadside collision on the driver's side by a car traveling about 45 miles per hour heading
towards him. Fortunately, the other driver slammed on his brake and stopped his vehicle before
striking the accelerating Viviano vehicle, preventing a life-threatening accident. Plaintiffs Al and
Joanna Viviano are concerned for their safety and the safety of others. They also believe that
Defendants’ actions have caused them to sustain economic injuries to their property.

13. Plaintiff Paul Turner owns a 2007 Camry. Mr. Turner resides in Cincinnati, Ohio.
Since he has owned the car he has experienced, on at least five occasions, SUA. To date, he has
avoided an accident. Plaintiff Turner is concerned for his safety and the safety of others. He also
believes that Defendants’ actions have caused him to sustain economic injuries to his property.

14. Plaintiff Kyle Briggs owns a 2007 Prius. He resides in Miami, Florida. Since he
purchased the Prius, it has periodically suddenly accelerated without reason. On December 27,

2009, Plaintiff Briggs was traveling less than 35 miles per hour behind a taxicab, when his Prius
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suddenly accelerated and crashed into the rear of the taxicab. The collision caused $7,500 damage
to his vehicle. The repairs to his car took five weeks to complete. During this period, Mr. Briggs
paid the cost of a rental car. The taxicab driver and passengers are pursuing claims. Plaintiff Briggs
is concerned for his safety and the safety of others. Additionally, he believes that Defendants’
actions have caused him to sustain economic injuries to his property.

15. Plaintiff Shalini Ignatenkov resides in Liberty Township, Ohio. She owned a 2002
Camry. On April 17, 2009, Plaintiff Ignatenkov’s Camry was parked at a Shell gasoline station in
Warren County, Ohio. She put the car in reverse gear to back up to access a vacuum cleaner.
Suddenly, her car accelerated, and she lost control. It struck a gasoline pump and a nearby car. The
collision caused a fire that consumed both cars and the canopy over the gasoline pumps. The owners
of the gasoline station claim $110,000 in damages. Plaintiff Ignatenkov is concerned for her safety
and the safety of others. Additionally, she believes that Defendants’ actions have caused her to
sustain personal injuries and economic injuries to her property.

16. Plaintiffs Charles and Karen Gibbens reside in Aurora, Indiana and own a 2009
Toyota Corolla. They purchased the Toyota in Dry Ridge, Kentucky. On October 29, 2009, Charles
Gibbens was driving the Corolla and Karen Gibbens was a passenger. They were traveling on
ramp leading to Interstate 275 in Kentucky. The Corolla unexpectedly accelerated to high rate of
speed and kept accelerating onto the interstate freeway. The brakes did not slow the vehicle. The
Gibbens both observed that the floor mats were not stuck under the accelerator pedal. Mr. Gibbens
turned off the ignition to slow the car. Since he was on a freeway, he could not stop, so he turned
the ignition back on. Once the ignition was on, the car suddenly accelerated again. This happened
two more times before Mr. Gibbens pulled over into the right lane, put the car in neutral, and turned

off the key again, bringing the car to a stop on the berm. Plaintiffs Charles and Karen Gibbens are
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concerned for their safety and the safety of others. Additionally, they believe that Defendants’
actions have caused them to sustain economic injuries to their property.

17. Plaintiff Lori and Thomas Trahan reside in Cincinnati, Ohio, and own a 2007 Toyota
Rav4. They purchased the Rav4 in Florence, Kentucky. On December 4, 2008, Thomas Trahan
was driving the Rav4 in Fort Worth, Texas. The Rav4 began to suddenly accelerate and Mr. Trahan
was unable to control it. The car crashed into the side of a building. The collision caused Mr.
Trahan to suffer serious and life threatening injuries. He required a ten-day hospital stay and was in
the Intensive Care Unit for seven days. Plaintiffs Lori and Thomas Trahan are concerned for their
safety and the safety of others. Additionally, they believe that Defendants’ actions have caused
them to sustain personal injuries and economic injuries to their property.

18. Plaintiff Erica Thomas resides in Cincinnati, Ohio. She owns a 2009 Toyota Camry.
Plaintiff Thomas has observed since February 2009 that her Camry speeds up and jerks. She took
the Camry to her local Toyota dealer. The dealer reset the computer. The attempted repair failed to
correct the problem. Plaintiff Thomas only drives her car as a last resort and relies on others for her
transportation needs. Plaintiff Thomas is concerned for her safety and the safety of others.
Additionally, she believes that Defendants’ actions have caused her to sustain economic injuries to
her property.

19. Plaintiff Holly Boyd resides in Oxford, Ohio, and owns a 2009 Camry LE. On
August 19, 2009, her Camry was in park in a parking lot when the Camry began to unexpectedly
accelerate. It hita car. The collision forced the other car go through a metal fence. Plaintiff Boyd
is concerned for her safety and the safety of others. Additionally, she believes that Defendants’

actions have caused her to sustain economic injuries to her property.

10
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20. Plaintiffs Thomas and Connie Kamphaus lease a 2008 Toyota Camry. On or about
January 15, 2010, Mr. Kamphaus was driving the Camry in the parking lot of a grocery store. The
car suddenly and unexpectedly began to accelerate. He forced the brake down as hard as he could.
He turned off the ignition to stop the car. After the incident, they took their Camry to a Toyota
dealer in Cincinnati, Ohio for the recall repair to its accelerator. The dealer, following instructions
of Toyota representatives, assured the Kamphauses that the SUA problem was fixed by their
installation of a new accelerator pedal assembly. Since Toyota “fixed” the problem, the
Kamphauses have experienced SUA two more times. As a result, they will not drive their car for
fear of having an accident. The Kamphaus Plaintiffs are concerned for their safety and the safety of
others. Additionally, they believe that Defendants’ actions have caused them to sustain economic
injuries to their property.

21. Plaintiff Brenda Shonfield owned a 2002 Toyota Camry. In 2006, Plaintiff
Shonfield was in her driveway with her foot on the brake of the Camry when it suddenly accelerated
and crashed into her garage. She paid for an expensive repair and was physically injured. Plaintiff
Shonfield is concerned for her safety and the safety of others. Additionally, she believes that
Defendants’ actions have caused her to sustain economic injuries to her property.

22. Plaintiff Alan L. Weller, together with his wife Angela Weller, owns a 2010 Toyota
Prius. The Wellers have experienced several instances of brake problems. Often when they drive
the Prius, they notice that when they apply the brakes their Prius lurches forward. Plaintiff Weller is
concerned for his safety and the safety of others, including his wife. Additionally, he believes that

Defendants’ actions have caused her to sustain economic injuries to her property.

11
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THE DEFENDANTS

23. Defendant Toyota Motor Engineering & Manufacturing North America, Inc.
(hereinafter “TEMA”) is headquartered and its principal place of business is in Erlanger, Kentucky,
within this District. Defendant TEMA is responsible for Toyota’s engineering design, development,
research and development, and manufacturing activities in the U.S., Canada and Mexico. TEMA
was created in April 2006 following the consolidation of Toyota Technical Center and Toyota
Motor Manufacturing North America.  Defendant TEMA operates 14 parts and vehicle
manufacturing plants across North America.

24. Defendant Toyota Motor Manufacturing, Kentucky, Inc. (hereinafter “TMMK?),
Toyota’s largest manufacturing facility outside of Japan, builds the Avalon and the Camry and is
responsible for quality control of the components of these vehicles. In addition, TMMK builds four
cylinder and six cylinder engines and power train parts that, upon information and belief, are subject
to the unintended acceleration defect. TMMK is located at 1001 Cherry Blossom Way in
Georgetown, Kentucky, within this District.

25. Defendant Toyota Motor Sales, U.S.A., Inc. (hereinafter “TMS-USA”) is, and at all
material times was, a California Corporation headquartered in Los Angeles, California. TMS-USA
is a wholly-owned subsidiary of Toyota Motor Corporation, a Japanese corporation, and is
responsible for the manufacture, distribution and sale of all Toyota and Lexus automobiles and
trucks in the United States.

26.  Toyota Lease Trust (hereinafter “TLT”) is a Delaware business trust that acts as a
lessor and to hold title to leased Toyota vehicles in specified states in connection with a lease

securitization program.

12
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27. Defendants TEMA, TMMK, TMS-USA, and TLT each have their agent for service
of process located in Louisville, Kentucky, within the Western District of Kentucky.

28. Defendants TEMA, TMMK, TMS-USA, and TLT acted in concert with one another
and with the parent corporation in Japan with regard to the allegations in this complaint. Each
Defendant conspired together to hide from Plaintiffs and members of the proposed class the
defective condition of Toyota-manufactured vehicles. Each Defendant knew that Toyota-
manufactured vehicles were subject to the SUA defect. Defendants, working together, encouraged
dealers to sell the defective cars to Plaintiffs and members of the proposed class.

JURISDICTION AND VENUE

29. This Court has federal question jurisdiction pursuant to 28 U.S.C. § 1331 and 18
U.S.C. 8 1962 (c). The Court has supplemental jurisdiction over claims not arising under 18 U.S.C.
§ 1962 (c), pursuant to 28 U.S.C. § 1367. Venue is proper in this District pursuant to 28 U.S.C. §
1391, because Defendants TEMA and TMMK have their principal place of business within this
District, because Toyota’s largest manufacturing facility outside Japan is located within this District,
because a substantial portion of the acts and omissions complained of occurred in this district, and
because 18 U.S.C. 8 1965 (a) supports jurisdiction within this District.

CLASS ACTION ALLEGATIONS

30. Plaintiffs bring this action on behalf of a class consisting of:

All residents and citizens of the United States who purchased or leased
Toyota vehicles manufactured from 2002 through the present, including
those presently the subject of recall, that share common design and

engineering defects that allow said vehicles to experience sudden
unintentional acceleration defects and braking defects.

13
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31. Specifically excluded from the proposed Class are Defendants, any entities in which
Defendants have a controlling interest, and the officers, directors, affiliates, legal representatives,
successors, subsidiaries and/or assigns of Defendants.

32. This action may properly be maintained as a class action under Federal Rule of Civil
Rule 23 because the action satisfies the numerosity, typicality, adequacy, predominance and
superiority requirements of the Rule.

33.  The Plaintiffs and all Class Members seek damages and other relief, including but
not limited to compensatory damages for economic losses, property damages, personal injuries,
reimbursement of costs, litigation expenses, interest to the extent legally applicable, punitive
damages, injunctive relief, attorneys’ fees, and any other relief to which they may be entitled in law
and/or equity.

34.  The number of Class Members is so numerous that joinder of all members is
impracticable. The Class consists of millions of residents and citizens of the United States. The
number of Class Members and the identity of the Class Members easily can be obtained through the
records of the Defendants.

35.  The claims of Plaintiffs are typical of the claims of the Class that they seek to
represent. The Defendants have treated all of the Class Members the same, and all of the recalled
vehicles possess similar defects.

36. Plaintiffs will protect fairly and adequately the interests of the members of the Class.
The Plaintiffs’ chosen counsel have many years of experience in complex class action litigation and
will diligently and professionally prosecute the litigation.

37. Common questions of law and fact exist. The common issues include, but are not

limited to:

14
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A. Whether Defendants should be declared financially responsible for
notifying all class members of the defective nature of the cars and for the
costs and expenses of inspecting, repairing, and replacing of all such
vehicles;

B. Whether the Toyota vehicles suffer from a SUA defect and/or a braking
defect;

C. Whether design defects cause the vehicles to suffer from SUA and/or
inability to brake properly;

D. Whether Defendants knew or became aware that the vehicles were not
properly designed, yet continued to manufacture, distribute, advertise,
and market the cars without correcting the problems and while concealing
the defective design from the public and the class;

E. Whether Defendants engaged in a pattern and practice of deceiving and
defrauding the class and suppressing the defective nature of the cars;

F. Whether Defendants engaged in two or more acts of mail or wire fraud
during the previous six years;

G. Whether Defendants failed to give adequate warnings regarding the cars;

H. Whether Defendants, through written advertising and other
representations, created express or implied warranties that were breached:;

l. Whether Defendants are strictly liable for damages to the plaintiffs and
the members of the Plaintiffs’ Class;

J. Whether Defendants acted negligently;

K. Whether Plaintiffs and the members of the proposed class are entitled to
compensatory damages;

L. Whether plaintiffs and the members of the proposed class are entitled to
punitive or exemplary damages and, if so, the nature of such damages;

M. Whether Plaintiffs and members of the proposed class are entitled to an
award of reasonable attorneys' fees, prejudgment interest, post-judgment
interest and costs of suit; and

N. Whether Defendants violated 18 U.S.C. Section 1962 (c), Racketeer
Influenced and Corrupt Organization Act.

15
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38. A class action is superior to all other available methods to adjudicate this litigation.
Additionally, common issues predominate over individual issues. The size of the class renders
joinder impracticable. Failure to certify the class likely will prevent consumers who are driving
dangerous cars from pursuing their claims because of the expense of individual litigation.
Individual litigation will be burdensome, time consuming, and repetitive. The class action device is
preferable to individual litigation because it provides the benefits of unitary adjudication, economies
of scale, and it provides access to the courts for millions of United States residents who are driving
dangerous cars. Accordingly, class certification pursuant to Fed. R. Civ. P. 23 (b) (3) is desirable
and appropriate.

39. Class certification pursuant to Rule 23(b)(1) is appropriate because the prosecution
of separate actions by individual members of the class would create the risk of inconsistent or
varying adjudications with respect to individual members of the class. Individual litigation could
result in some courts requiring Defendants to immediately replace all cars, reimburse lease and
loan/purchase payments, while other courts permit Defendants to continue to delay replacements
and permit Defendants to continue to collect lease and purchase payments from members of the
class. Obviously, Defendants could not comply with differing sets of inconsistent orders.

40. Class Certification pursuant to Rule 23 (b) (2) is appropriate because Plaintiffs and
all members of the proposed class seek declaratory and injunctive relief, including an Order that
declares their right to the immediate replacement of cars and entitlement to cease making payments
until their vehicles are appropriately repaired, as approved by an agency of the U.S. government.

DEFENDANTS’ SCHEME TO DEFRAUD
41. Defendants have since 2002, through a pattern of mail and wire fraud, fraudulently

encouraged members of the proposed class to rely on the safety and quality of Toyota vehicles in

16



Case 2:10-cv-00024-WOB  Document4  Filed 02/16/2010 Page 17 of 58

their purchase and retention decisions, while at the same time concealing the fact that these vehicles
were unsafe due to SUA and braking defects and thus were of a significantly lower value than
represented. Defendants marketed these defective vehicles to the proposed class members through a
pattern of mail fraud and wire fraud.

42. To carry out this scheme, Defendants conducted or participated, directly or
indirectly, in the affairs of multiple enterprises through a pattern of racketeering activity consisting
of numerous acts of mail and wire fraud over an eight-year year period, continuing to this day.

43. One enterprise utilized by Defendants consists of the North American Toyota
Dealers. This enterprise is engaged in, and its activities affect, interstate commerce. The lawful
purpose of this association-in-fact enterprise is the promotion and sale of Toyota vehicles. The
Toyota Defendants are culpable “persons” under federal racketeering laws, that used this enterprise
to further their fraudulent scheme. The Toyota Defendants effectively controlled the day-to-day
operations of the enterprise by controlling the vehicles the dealers could sell and dictating the
repairs that the dealers should make to correct and repair SUA and braking defects.

44.  Another enterprise consists of the individual Toyota Defendants, the North
American Toyota Dealers, and NHTSA. This enterprise is engaged in, and its activities affect,
interstate commerce. The lawful purpose of this association-in-fact enterprise is the evaluation and
public dissemination of information concerning safety issues of vehicles within the United States.
The Toyota Defendants are culpable “persons” under federal racketeering laws, who used this
enterprise to further their fraudulent scheme by causing the false and misleading evaluation and
public dissemination of information concerning Toyota vehicles’ SUA and braking defects.

45.  The Toyota organization for generations built a reputation based on quality.

Toyota and Lexus vehicles were often winners of Consumer Reports' automobile quality

17
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rankings. Toyota admits that its perceived quality created a “sacred bond” between the Toyota
Defendants and United States consumers.

46. Defendants, without warning its United States consumers, consciously permitted
its quality to diminish when its focus on growth and profit overwhelmed its focus on quality.
Paul Ingrassia, an author and former Wall Street Journal Reporter who focuses on the auto
industry, identified the problem when he wrote on January 28, 2010:

Some 4.8 million Toyota cars and trucks might suffer from
sticking accelerator pedals or faulty floor mats that seem to grab
the accelerator (some have been recalled for both reasons) and
can cause the car to accelerate out of control. Several deaths have
been attributed to the problem.

How could this possibly happen to the car company that was the
undisputed leader in quality, the company that all the others from
Germany and America and even Japan wanted to emulate? The
answer is almost too simple.

Toyota is suffering from trying to get too big, too fast. In the
early years of this century the company sensed weakness among
its Detroit rivals in the American market, and also opportunity in
China and other emerging markets outside the U.S. So it began a
headlong expansion spree around the world.

In doing this Toyota abandoned one of the shibboleths of its
conservative culture: never building a new product in a new
factory with a new workforce. Any new Toyota factory,
anywhere in the world, would first build a vehicle that Toyota
was making at one of its existing plants. That approach
minimized quality-control variables.
47. Upon information and belief, TMMK began replacing experience factory workers
with temporary workers who did not possess the same skills to build quality vehicles. Defendants’
deception concerning quality began by at least 2002. In 2002, at least ten Toyota owners alerted

Toyota that the engine in the 2002 Model Year Camry surged when the car was stopped or when the

18
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driver had his foot on the brake. Plaintiff Shonfield from Cincinnati, Ohio, who owned a 2002
Toyota Camry, suffered a SUA incident in 2006.

48. Since 2002, Defendants received numerous incident reports involving Toyota and
Lexus owners. The owners and drivers reported that their Toyota-manufactured vehicles suddenly
and unexpectedly accelerated, resulting in accidents, including fatalities.

49, In total, from 1999 to January 19, 2010, Defendants had knowledge of more than
2,000 reports of SUA. The reports included 2,262 total incidents, 819 crashes, 341 injuries and 26
deaths.

50. Defendants’ response to these incidents primarily was to blame the drivers and
attempt to avoid costly recalls. When federal officials began to doubt Toyota’s explanation, Toyota
blamed the incidents on floor mats that interfered with the acceleration pedal or the vehicles’
“sticking” accelerator pedals. To deflect federal inquiry, Defendants posed these “answers” to SUA
and sought to stifle governmental investigations. Despite substantial evidence to the contrary,
Defendants never publicly acknowledged that Toyota-manufactured vehicles suffered from serious
design and engineering defects.

51. In 2002, Toyota began using a "drive-by-wire" system in its Toyota and Lexus
models in the United States, starting with the Lexus ES 300. Thereafter, reports of unintended
acceleration related to Toyota and Lexus vehicles increased substantially. Reports of SUA linked to
the Lexus ES 300 model increased from 26 per year on average in 2001 to 132 per year in 2002.

52.  The drive-by-wire system uses sensors, microprocessors and electric motors rather
than a mechanical link such as a steel cable to connect the accelerator pedal to the throttle plate in

the engine. The acceleration pedal has no direct connection to the engine through a cable or
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mechanical link. The connection between the pedal and the engine is made by electrical signals
traveling through wires. This system costs less to install than a traditional mechanical link system.

53. SUA occurs when the throttle (not necessarily the accelerator) becomes stuck in a
wide-open position contrary to the driver's intention. The vehicle will continue to accelerate despite
attempts by the driver to employ the brakes. Toyota's computerized engine control system lacks an
appropriate fail-safe mechanism that can quickly extinguish unintended acceleration. In contrast,
other automakers have been using smart gas pedal technology for years. Smart pedals sense when a
vehicle's accelerator and brake pedals are being pressed simultaneously, and a computer instructs
the engine to disregard the accelerator pedal. Belatedly, Toyota has begun to include a fail-safe
mechanism in its vehicles starting with its 2010 models.

THE TOYOTA DEFENDANTS HAVE THE STATUTORY DUTY TO CEASE

TRANSFERRING DEFECTIVE VEHICLES TO DEALERS AND
TO RETRIEVE THE DEFECTIVE VEHICLES

54.  Against the above-described backdrop, Defendants essentially ignored known and
undeniable dangers. To sell and lease their vehicles, Defendants misrepresented and concealed their
knowledge. Federal law required Defendants to certify that each vehicle sold by a Toyota dealer
complied with motor vehicle safety standards. 49 U.S.C. 830115 (a). Toyota fraudulently made this
certification. Federal law also imposed a duty on Defendants to remove defective cars from the
stream of commerce. Defendants should immediately have repurchased their defective vehicles to
prevent dealers from selling the cars. 49 U.S.C. §30116.

55.  After falsely certifying the safety of each vehicle and after failing to repurchase the
vehicles from its dealers before the dealer could transfer the vehicles to consumers, Toyota had the
statutory duty to notify by mail the NHTSA, the dealers, and the consumers of the defective

condition of the vehicles. 49 U.S.C. 830118 (c). Toyota, until the recent recalls, systematically
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failed to make the notification. Instead of satisfying their statutory obligations, Defendants utilized
interstate mail and wire communications to falsely assure the NHTSA, Toyota and Lexus dealers,
and the prospective class members that its vehicles were safe. Toyota knew at the time that its

vehicles were unsafe and that its recall repairs would not protect drivers.

MISREPRESENTATIONS CONCERNING SAFETY OF TOYOTA VEHICLES

56. Driver complaints have resulted in at least eight separate investigations into Toyota
and Lexus vehicles by the NHTSA. In response to the complaints and investigations, Toyota issued
six minor recalls to fix various problems related to its acceleration system. Nonetheless, despite
knowledge of the defect in its acceleration system, Defendants blamed human error for the
problems. Much later, Defendants acknowledged that the problems related to unintended
acceleration, but attributed the problems to faulty floor mats and sticking accelerator pedals rather
than to a design flaw.

57. Defendants intentionally and falsely denied in documents mailed to NHTSA and
reasonably relied upon by dealers and owners that Toyota-manufactured vehicles were subject to
SUA. In a November 15, 2005 letter to NHTSA, Toyota falsely denied that its vehicles ever could
experience SUA. According to Toyota, sudden unintended acceleration cannot occur “without the
driver applying the accelerator pedal because of ...several detection systems...” Defendants never
have withdrawn this position, yet the evidence is clear that Toyota-manufactured vehicles can and
do experience sudden unintended acceleration without application of the accelerator pedal.
Plaintiffs and proposed class members have experienced SUA in Toyota-manufactured vehicles that
were stopped with their foot on the brake.

58.  Toyota intentionally denied in documents mailed to NHTSA and reasonably relied

upon by dealers and owners that the electronic throttle control system in its vehicles may contribute
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to a SUA event. In a June 19, 2004 letter to the NHTSA, Toyota falsely stated that its Electronic
Control Throttle system contained a built in redundancy to prevent acceleration and that in the event
of sudden acceleration the *“vehicle brakes would have restrained vehicle motion.” Defendants
never have withdrawn this position, yet the evidence is clear that Toyota-manufactured vehicles can
and do experience SUA and that application of the brakes have failed to restrain vehicle motion.

59. In March 2007, Toyota identified problems with the accelerator pedals on the
Tundra pickup. According to the Company, it determined the problem was caused by the material
in the accelerators' friction lever and made a change. Toyota falsely claimed it was a drivability
issue and not a safety issue.

60. Similar issues arose with the Tacoma. Toyota denied there was any problem with the
acceleration system. As reported in an article in the Detroit Free Press on April 7, 2008, entitled
"Toyota Pickup Probe Pushed; Sudden Acceleration Claims Hard to Pin Down,” Toyota blamed the
problem on drivers:

Toyota spokesman Bill Kwong says the company has found no problems
with the Tacoma that would explain the complaints. "We don't feel it's an
issue with the vehicle,” he said. Regulators "get sudden acceleration
complaints from consumers for various manufacturers . . . and in most
cases they have found it's a misapplication of the pedals by the driver."

61.  The Company further claimed there were no flaws in its trucks’ design and the
reports of sudden acceleration were "inspired by publicity.” As reported in an article in the Detroit
Free Press on June 10, 2008, entitled "Toyota Denies Tacoma is Defective; Media Inspired
Acceleration Claims, it Says":

Some 431 customers from around the country have reported unintended or
sudden acceleration in their Toyota Tacoma pickups, resulting in 51 crashes
and 12 injuries, but the automaker said there are no flaws in the trucks and
that many reports were "inspired by publicity.” It also said “extensive media

coverage" spurred additional reports and could explain why no other pickup
has similar complaints. "Toyota believes that it is likely that many of the
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consumer complaints about the general issue of unwanted acceleration . . .
as well as many of the complaints about this subject that have been received
by Toyota, were inspired by publicity,” Toyota said in a letter to the
NHTSA released Thursday. "But even taking them at face value, it is clear
that the majority of the complaints are related to minor drivability issues
and are not indicative of a safety-related defect.”
* * *

Toyota spokesman Bill Kwong said tests by the automaker and the NHTSA
revealed no problems that would explain the complaints. He said the
problems were not as prevalent as the number of complaints suggested,
saying the NHTSA asked for any cases where engine idle speed increased.
"We remain confident in the safety of the vehicles,” Kwong said.

62. In December 2008, a similar issue arose in Europe in the right-hand drive versions
of Toyota's Aygo and Yaris models. After an investigation, the Company allegedly found that
condensation from heaters caused increased friction in the accelerator pedal, making it stick. In mid-
August 2009, Toyota made a design change in its European cars that lengthened the arm of the
friction lever and changed its materials in all vehicles being produced in Europe. Despite the fact
that the material used in the manufacturing of the accelerator pedals in Europe was the same
material used in the U.S., Toyota did not make the change to its U.S. vehicles.

63.  On April 23, 2009, Westword published an article entitled "The Prius can take
owners on a wild ride."” The article discussed several incidents involving situations where Prius
drivers experienced "unintended acceleration” problems. When asked for a response, the Company
denied any problems with its accelerators:

Toyota responded to the acceleration problem in 2007 by recalling "faulty
floor mats" that the company said could cause the gas pedal to stick.
Another explanation from Toyota is simple driver error. "You get these
customers that say, 'l stood on the brake with all my might and the car just
kept on accelerating.” They're not stepping on the brake,” says corporate
Toyota spokesman Bill Kwong. "People are so under stress right now,
people have so much on their minds. With pagers and cell phones and IM,
people are just so busy with kids and family and boyfriends and girlfriends.
So you're driving along, and the next thing you know, you're two miles

down the road and you don't remember driving, because you're thinking
about something else.”
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64. On September 14, 2009, Toyota issued a press release entitled "Lexus ES 350

Accident Investigation,” which stated in part:

On August 28th, 2009, Califomia Highway Patrol Officer Mark Saylor and
three members of his family tragically lost their lives on a highway near
San Diego California, while driving a 2009 ES350 loaned to them by a
local Lexus dealer. Our deepest sympathies go out to the friends and family
of Mark, Cleofe, Mahala, and Cleofe's brother Chris Lastrella.

Preliminary information from law enforcement investigators indicates that
the cause may have been an all-weather floor mat from a different
Lexus model which, if installed incorrectly in the ES350, could cause it to
interfere with the accelerator pedal.

All-weather floor mats are installed by dealers or customers as an accessory
item. Driver's floor mat interference with the accelerator pedal is possible in
any vehicle make with any combination of floor mats when the floor mat is
not properly secured or if it is not the factory designed floor mat for the
vehicle.

Toyota Motor Sales, USA, Inc. takes public safety very seriously and will
fully cooperate with any investigation. We believe our vehicles to be
among the safest on the road today.

We are instructing all of our Lexus and Toyota dealers to immediately
inspect their new, used, and loaner fleet vehicles and we urge all other
automakers, dealers, vehicle owners, and the independent service and car
wash industries to assure that any floor mat, whether factory or aftermarket,
is correct for the vehicle and properly installed and secured. (Emphasis
added).

65. On September 29, 2009, Toyota issued a press release entitled Toyota Lexus
Consumer Safety Advisory: Potential Floor Mat Interference with accelerator Pedal," stating in part:

Toyota Motor Sales, USA, Inc. takes public safety very seriously. It
believes its vehicles to be among the safest on the road today.

Recent events have prompted Toyota to take a closer look at the potential
for an accelerator pedal to get stuck in the full open position due to an
unsecured or incompatible driver's floor mat. A stuck open accelerator
pedal may result in very high vehicle speeds and make it difficult to stop
the vehicle, which could cause a crash, serious injury or death.
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Toyota considers this a critical matter and will soon launch a safety
campaign on specific Toyota and Lexus vehicles. Throughout the process
of developing the details of the action plan, it will advise the National
Highway Traffic Safety Administration (NHTSA).

Until Toyota develops a remedy, it is asking owners of specific Toyota and
Lexus models to take out any removable driver's floor mat and NOT
replace it with any other floor mat. The following models are affected:

2007 - 2010 Camry

2005 - 2010 Avalon

2004 - 2009 Prius

2005 - 2010 Tacoma

2007 - 2010 Tundra

2007 - 2010 ES350

2006 - 2010 1S250 and 1S350

66. Toyota repeated such assurances in subsequent months, stating that the faulty floor
mats were the only cause of unintended acceleration in Toyota vehicles.

67. On October 2, 2009, the Associated Press issued an article entitled "Toyota
president expresses regret over fatal crash,” which stated:

Toyota's president said it was "extremely regrettable™ an American family
died in a crash in which a floor mat in one of the Japanese automaker's
vehicles is suspected as the cause.

"Four precious lives have been lost," Toyota Motor Corp. President Akio
Toyoda said Friday. "I offer my deepest condolences."

Without giving specifics, he said an investigation was under way into the
problem which potentially affects 3.8 million Toyota vehicles in the U.S.,
and may cause the accelerator to get stuck. If Toyota decides on a recall, it
would be its biggest ever in the U.S.

Toyoda, who took helm at the world's top automaker in June, told reporters
in Tokyo that Toyota was cooperating with the National Highway Traffic
Safety Administration in the U.S. to investigate the cause of the August
accident. That crash killed California Highway Patrol Officer Mark Saylor,
45 - who was driving a Lexus, a Toyota luxury model - and three family
members on State Route 125 outside San Diego.
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The vehicle was traveling at more than 120 mph when it launched off an
embankment, rolled several times and burst into flames.

Toyoda said the company was still deciding what action it would take and
did not acknowledge any vehicle problem during his appearance at the
Japan National Press Club.

He apologized for any worries customers may have.

"| feel sorry that people who are driving Toyota and Lexus cars believing in
their safety are now feeling uncertainties,” he said. NHTSA investigators
determined that a rubber all-weather floor mat found in the wreckage was
slightly longer than the mat that belonged in the vehicle, something that
could have snared or covered the accelerator pedal.

Toyota has issued a safety advisory urging owners of 3.8 million car and
trucks - including popular models like Camry, Prius and Tacoma - to
remove driver-side mats. It wants drivers to watch out for loose or incorrect
mats that could slide out of position and cover pedals.

NHTSA has said it had received reports of 102 incidents in which the
accelerator may have become stuck in the Toyota vehicles involved. It was
unclear how many led to crashes.

The warning affects 2007-2010 model year Toyota Camry, 2005-2010
Toyota Avalon, 2004-2009 Toyota Prius, 2005-2010 Tacoma, 2007-2010
Toyota Tundra, 2007-2010 Lexus ES350 and 2006-2010 Lexus 1S250 and
1S350.

In mid-September, Toyota ordered 1,400 Toyota and Lexus dealers
nationwide to ensure that each new, used and loaner vehicle had the proper
floor mats and that the mats were properly secured.

In September 2007, Toyota recalled an accessory all-weather floor mat sold
for use in some 2007 and 2008 model year Lexus ES 350 and Toyota
Camry vehicles because of similar problems.

*k*k

Toyota became the world's top-selling automaker in 2008, dethroning
General Motors Co. It had appeared on track to hit 10 million in annual
global vehicle sales, but is now expecting to sell 7.3 million vehicles
around the world this calendar year, down from 8.97 million vehicles last
year.

"What's important is each and every customer. That is my management
philosophy," said Toyoda. (Emphasis added.)
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68. On November 2, 2009, Toyota issued a press release entitled "Toyota Begins Interim
Notification to Owners Regarding Future Voluntary Safety Recall Related to Floor Mats," which
stated in part:

Toyota Motor Sales (TMS), U.S.A., Inc., today announced that it has begun
mailing letters to owners of certain Toyota and Lexus models regarding the
potential for an unsecured or incompatible driver's floor mat to interfere
with the accelerator pedal and cause it to get stuck in the wide-open
position.

The letter, in compliance with the National Traffic and Motor Vehicle
Safety Act and reviewed by the National Highway Traffic Safety
Administration (NHTSA) also confirms that no defect exists in vehicles in
which the driver's floor mat is compatible with the vehicle and
properly secured.

The Toyota finding is consistent with a recent decision by NHTSA denying
a request for an additional investigation of unwanted and unintended
acceleration of model year 2007 Lexus ES350 vehicles and model years
2002-2003 Lexus ES300. After conducting an extensive technical review of
the issue, including interviews with consumers who had complained of
unwanted acceleration, NHTSA concluded that . . .the only defect trend
related to vehicle speed control in the subject vehicles involved the
potential for accelerator pedals to become trapped near the floor by out-of-
position or inappropriate floor mat installations.”

This is the sixth time in the past six years that NHTSA has undertaken such
an exhaustive review of allegations of unintended acceleration on Toyota
and Lexus vehicles and the sixth time the agency has found no vehicle
based cause for the unwanted acceleration allegations."

The question of unintended acceleration involving Toyota and Lexus
vehicles has been repeatedly and thoroughly investigated by NHTSA,
without any finding of defect other than the risk from an unsecured or
incompatible driver’s floor mat,” said Bob Daly, TMS senior vice
president.

"Toyota takes public safety seriously. We believe our vehicles are among
the safest on the road. Our engineers are working hard to develop an
effective remedy that can help prevent floor mat interference with the
pedal. As soon as it is ready, we will notify owners of the relevant models
to bring their vehicle to a dealer for the necessary modification at no
charge,” Mr. Daly added. (Emphasis added).
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In the recently completed investigation, NHTSA conducted extensive
testing on a Lexus ES350. The agency reported that:

"The vehicle was fully instrumented to monitor and acquire data relating to
yaw rate, speed, acceleration, deceleration, brake pedal effort, brake line
hydraulic pressure, brake pad temperature, engine vacuum, brake booster
vacuum, throttle plate position, and accelerator pedal position. Multiple
electrical signals were introduced into the electrical system to test the
robustness of the electronics against single point failures due to electrical
interference. The system proved to have multiple redundancies and showed
no vulnerabilities to electrical signal activities. Magnetic fields were
introduced in proximity to the throttle body and accelerator pedal
potentiometers and did result in an increase in engine revolutions per
minute (RPM) of up to approximately 1,000 RPM, similar to a cold-idle
engine RPM level. Mechanical interferences at the throttle body caused the
engine to shut down."

The Toyota letter is an interim notice to owners of a future voluntary safety
recall campaign. The following models are affected:

2007 - 2010 Camry

2005 - 2010 Avalon

2004 - 2009 Prius

2005 - 2010 Tacoma

2007 - 2010 Tundra

2007 - 2010 ES350

2006 - 2010 1S250andI1S350

69. On November 2, 2009, defendants held a conference call with media representatives
at Thomson Reuters Autos Summit, in which Robert S. Carter, Group Vice President and Toyota
Division Representative of Toyota USA represented:

[MEDIA:] And then Bob might be remiss, too, but I am going to ask about
the floor mat recall. | understand the customer letters went out Friday. What
is the latest there? Where are you in developing that?

[CARTER:] We are working very closely with NHTSA on this situation.
There is a concern which we immediately once we became aware of this
concern, that there is a potential of incompatible floor mat, for a floor mat
that is not appropriately attached in the vehicle coming in contact and
fouling the accelerator pedal. With that, we immediately released a
consumer alert, and we are working with NHTSA on developing
appropriate actions as we go forward. Our consumer report was to advise
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the consumer that it is extremely important that they have a compatible
floor mat in the vehicle, that is designed for the vehicle, and it be properly
attached. We are also working with the Association of Carwashes to make
sure that car washes take floor mats in and out, they don't create a situation
on behalf of the consumer. Beyond that, we are working with them, with
NHTSA, to develop what the future engineering - what can possibly be
engineered for the future. There has been some speculation in the media
that says that the —

[MEDIA] It's not just the floor mat. Yes.

[CARTER:] Itis not just the floor mat. There has been speculation and
theories that there are some concerns with our fuel delivery systems,
our braking systems, our throttle systems. | will tell you there is
absolutely no evidence to support any of that. In fact, last week
NHTSA just closed another investigation of a vehicle that was looked
at, and again they concluded that the source was an incompatible floor
mat or a floor mat that was not attached properly.

So our position is this. Until we thoroughly review this and work with
NHTSA, is to tell consumers that this potential exists; if there is any
concern, remove the floor mat.

At the same time, if it is a properly designed floor mat for the vehicle and it
is attached on the hooks that come from the factory, there is no concern,
there is no evidence of any accelerator pedal interference.

If consumers would like to keep the floor mat installed, we are suggesting
four things. One, make sure it is a compatible mat. Two, make sure that it
is hooked properly to the floor. Three, that floor mats are designed to fit in
the car. Don't reverse the floor mat and expose the rubber side. And then
the fourth is, in many inclement areas such as Detroit, some consumers will
keep their carpet and floor mats in their car and place a rubber mat on top
and stack the mats. We highly recommend against that.

Beyond that, anything else, future actions once we have a clear solution and
idea, we will notify our consumers again and take care of it.

[MEDIA:] But at the moment, though, as this moves to recall, | guess
what you said will happen. The focus is just the floor mat, floor mat
design, nothing beyond that?

[CARTER:] Absolutely. Absolutely. There is no evidence that goes
beyond that. (Emphasis added).
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70. In a highly unusual move, NHTSA publicly reprimanded Toyota for statements
made by the Company in its October 30th notification letter to owners. On November 4, 2009, the
Associated Press issued an article entitled "Govt criticizes Toyota press release on floor mats,"
which stated:

Toyota Motor Corp. released misleading information about an
investigation into problems with stuck gas pedals that led to a massive
Toyota recall, the government said Wednesday, stressing the issue is
still under review by federal safety regulators. The National Highway
Traffic Safety Administration said it was still investigating the case and
meeting with Toyota to hear about the company’s plan to redesign the
vehicles and fix *"this very dangerous problem.”

Toyota recalled 3.8 million vehicles last month over problems with gas
pedals that got stuck on floor mats and told owners to remove driver's side
floor mats and not replace them until the automaker had determined a fix to
the problem.

Toyota said in a statement on Monday that NHTSA had confirmed "that no
defect exists in vehicles in which the driver's floor mat is compatible with
the vehicle and properly secured.”

But NHTSA said that was inaccurate and the government was
investigating possible causes of the acceleration problem. Removing
the floor mats was "'simply an interim measure” and "*does not correct
the underlying defect in the wvehicles involving the potential for
entrapment of the accelerator by floor mats, which is related to
accelerator and floor pan design."

"The matter is not closed until Toyota has effectively addressed the
defect by providing a suitable vehicle based solution,” NHTSA said in
the statement, which the department said was issued to correct ‘inaccurate
and misleading information** from the automaker.”

Toyota spokesman John Hanson said "it was never our intention to mislead
or provide inaccurate information. Toyota agrees with NHTSA's position
that the removal of the floor mats is an interim measure and that further
action is required. We continue to discuss an appropriate vehicle remedy or
remedies.”

The recall includes 2007-2010 model year Toyota Camry, 2005-2010
Toyota Avalon, 2004-2009 Toyota Prius, 2005-2010 Tacoma, 2007-2010
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Toyota Tundra, 2007-2010 Lexus ES350 and 2006-2010 Lexus
1S250/1S350.

The recall, Toyota's largest in the U.S., was prompted by a high speed crash
in August involving a 2009 Lexus ES350 near San Diego, Calif. Mark
Saylor, a 45-year-old California Highway Patrol officer, and three members
of his family were killed when their vehicle hit speeds exceeding 120 mph,
struck a sport utility vehicle, launched off an embankment, rolled several
times and burst into flames.

Family members made a frantic 911 call from the Lexus and told a
dispatcher the accelerator was stuck and they couldn't stop the vehicle. The
high-profile incident led Toyota President Akio Toyoda to call the fatal
crash "extremely regrettable™ and offer his "deepest condolences."

71. On November 25, 2009, Toyota issued a press release entitled "Toyota Announces
Details of Remedy to Address Potential Accelerator Pedal Entrapment,” which stated in part:

Toyota, Inc. (TMS) announced today details of the vehicle-based remedy to
address the root cause of the potential risk for floor mat entrapment of
accelerator pedals in certain Toyota and Lexus models. Toyota issued a
consumer safety advisory on September 29 on this issue and has, as an
interim measure, commenced the mailing of safety notices to certain Toyota
and Lexus owners on October 30.

The models involved are: 2007 to 2010 MY (model year) Camry, 2005 to
2010 MY Awvalon, 2004 to 2009 MY Prius, 2005 to 2010 MY Tacoma, 2007
to 2010 MY Tundra, 2007 to 2010 MY ES350, 2006 to 2010 MY 1S250,
and 2006 to 2010 MY 1S 350.

The specific measures of the vehicle-based remedy are as follows:

1. The shape of the accelerator pedal will be reconfigured to address the
risk of floor mat entrapment, even when an older design all-weather
floor mat or other inappropriate floor mat is improperly attached, or
is placed on top of another floor mat. For the ES350, Camry, and
Avalon models involved, the shape of the floor surface underneath
will also be reconfigured to increase the space between the
accelerator pedal and the floor.

2. Vehicles with any genuine Toyota or Lexus accessory all weather

floor mat will be provided with newly-designed replacement driver-
and front passenger-side all-weather floor mats.

31



Case 2:10-cv-00024-WOB  Document4  Filed 02/16/2010 Page 32 of 58

In addition, as a separate measure independent of the vehicle based
remedy, Toyota will install a brake override system onto the involved
Camry, Avalon, and Lexus ES350, 1S350 and IS 250 models as an extra
measure of confidence. This system cuts engine power in case of
simultaneous application of both the accelerator and brake pedals.

Toyota is in the process of completing development of these actions and for
the ES 350, Camry, and Avalon will start notifying owners of the involved
vehicles via first-class mail by the end of this year. The remedy process
regarding the other five models will occur on a rolling schedule during 2010.

Dealers will be trained and equipped to make the necessary modifications to
these models starting at the beginning of 2010. Initially, dealers will be
instructed on how to reshape the accelerator pedal for the repair. As
replacement parts with the same shape as the modified pedal become
available, they will be made available to dealers for the repair, beginning
around April 2010. Customers who have had the remedy completed will
have the opportunity to receive a new pedal if they desire.

In the meantime, owners of the involved vehicles are asked to take out any
removable driver's floor mat and not replace it with any other floor mat until
they are notified of the vehicle-based remedy, as notified in the consumer
safety advisory and the interim notice.

The brake override system will be made standard equipment throughout the
Toyota and Lexus product lines starting with January 2010 production of ES
350 and Camry and is scheduled to be incorporated into new production of
most models by the end of 2010.

The safety of our owners and the public is our utmost concern and Toyota
has and will continue to thoroughly investigate and take appropriate
measures to address any defect trends that are identified. (Emphasis added).
72.  Subsequently, on November 25, 2009, The Toyota Defendants held a conference
call with media representatives. As reported in The International Herald Tribune on November 26,
20009:
"We are very, very confident that we have addressed this issue,” a
Toyota spokesman, Irv Miller, said during a conference call
Wednesday. ""We can come up with no indication whatsoever that
there is a throttle or electronic control system malfunction.” (Emphasis
added).

73. On November 29, 2009, The New York Times reported:
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At a news conference, Toyota said it would instruct dealers to shorten the
vehicles' existing pedal by about three-quarters of an inch. The company
said it would also start equipping its vehicles with smart pedals, a system
that the Center for Auto Safety said should be required for all cars.

Smart gas pedals sense when a vehicle's gas and brake pedals are being
pressed simultaneously, and a computer tells the engine to disregard the gas
pedal. The technology has been used for years by European automakers like
BMW, Audi and Volkswagen.

Toyota is confident the steps will solve the unintended acceleration
problem, said Irv Miller, a company spokesman. ""We have come to the
conclusion this is pedal misapplication or pedal entrapment,” he said.
"We continue to find no reason to believe that there is a problem with
the electronic control systems.”

74. On December 5, 2009, the Los Angeles Times printed an editorial entitled “Toyota's
acceleration issue-Blaming floor mats may not be enough; the automaker needs to look at its
vehicles' electronics,” which stated in part:

Toyota did the right thing when it recalled more than 4 million cars and
trucks in response to mounting reports of unexpected and uncontrolled
acceleration. But rather than sticking to its argument that the malfunctions
stem from poorly designed pedals that get entangled with floor mats, the
automaker should consider what happened to Eric Weiss. Otherwise, it
may never get to the root of a problem that has claimed 19 lives in recent
years.

As The Times' Ken Bensinger and Ralph Vartabedian have reported, Weiss
says he had stopped his 2008 Tacoma pickup at an intersection in Long
Beach in October when the truck, on its own, suddenly accelerated toward
oncoming traffic. He was able to avoid a collision by clamping on the
brakes and turning off the engine, but the incident left him reluctant to get
behind the Tacoma's wheel again. And Weiss says the mats weren't the
problem - he'd removed them months ago on his dealer's advice. His
experience, combined with similar complaints by other Toyota owners and
additional pieces of evidence, points to a potential electronic problem, not a
mechanical one.

o Weiss was fortunate that his truck didn't have a keyless ignition
system like those in many Lexus and Prius models. To turn off one of those
engines while moving, drivers must press the "on™ button for three seconds
- a task that's neither intuitive nor easy in a runaway vehicle.
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o Toyota insists that there are no problems with its "drive by wire"
electronic throttles, a standard feature in all of its current cars and trucks.
The technology's supplier tested it for sudden acceleration problems three
years ago at the request of the National Highway Traffic Safety
Administration, and it received a clean bill of health. In response to a
complaint this year, the NHTSA again blamed the floor mats.

o Car owners have been reporting incidents of uncontrolled
acceleration for decades, but the causes became significantly harder to track
after mechanical throttles gave way to electronic ones in the 1980s The
NHTSA often blamed errant floor mats or confused drivers, which may
well explain most of these incidents. But the number of complaints
involving Toyotas and Lexuses - still low compared with total sales - grew
significantly after the company introduced the drive-by-wire technology.
That justifies more scrutiny.

o To its credit, Toyota plans to do more than just shorten accelerator
pedals to lift the bottom edge higher off the cabin floor. It says it also will
add "smart pedal” software, idling the engine whenever the brake is pressed
at the same time as the gas pedal. That kind of fail-safe technology is
potentially lifesaving. But in addition to coming up with an effective
treatment for the problem’s symptoms, Toyota also should spend more time
studying what’s causing them.

75. On December 5, 2009, Irving A. Miller, Group Vice President of Environmental
and Public Affairs of TMS-USA submitted the following letter to the Los Angeles Times in response
to its December 5, 2009 editorial, which the Los Angeles Times published on December 9, 2009:

December 5, 2009

To: Letters to the Editor, Los Angeles Times

Toyota's highest priority is the safety of our customers and public, and we
believe we are demonstrating this in the voluntary recall of selected models
we are currently undertaking.

We appreciate the LA Times' acknowledgement that Toyota "did the right
thing” in instituting a recall in response to incidents of unwanted
acceleration, and in committing to add "smart pedal” software technology as

an added fail-safe measure. We also respect the Times' in depth reporting of
this issue, though we disagree with some of the theories it has embraced.
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The issue of unintended acceleration involving Toyota and Lexus vehicles
has been thoroughly and methodically investigated on several occasions over
the past few years. These investigations have used a variety of proven and
recognized scientific methods. Importantly, none of these studies has ever
found that an electronic engine control system malfunction is the cause of
unintended acceleration.

In fact, electronic throttle control, which has been adopted in some form
by nearly all automakers, has several fail-safe features and enhances
vehicle safety by making possible functions such as traction control,
stability control, adaptive laser cruise control and snow mode power
control on current or future vehicles.

Based on the comprehensive investigation and testing, we are highly
confident that we have addressed the root cause of unwanted
acceleration - the entrapment of the accelerator pedal. As the Times
acknowledged, Toyota moved quickly, in cooperation with the National
Highway Traffic Safety Administration, to issue an initial safety advisory
and then to develop a comprehensive package of measures that both reduce
the risk of pedal entrapment and better enable drivers to deal with this
situation when it occurs.

The safety measures we are undertaking include the incorporation of a brake
override system that cuts engine power if the accelerator and brake are
depressed at the same time. This will become standard on all Toyota and
Lexus vehicles globally by the end of 2010. Dealers will be ready to
implement this remedy starting in January. We will begin mailing letters to
customers at the end of this month, advising them how to proceed.

Again, the safety of our owners and the public is our utmost concern, and
Toyota will continue to thoroughly investigate and take appropriate measures
to address any vehicle defect trends that are identified. We also will continue
to introduce advanced safety technology into Toyota and Lexus vehicles with
the goal of ensuring that they meet the highest industry standards. (Emphasis
added)
76. On December 23, 2009, the Los Angeles Times issued its fourth investigative article
concerning claims of unintended acceleration in Toyota vehicles. The Times article accused Toyota

of hiding defects from customers and regulators over the past decade.
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77. On December 23, 2009, in response to the story in the Los Angeles Times, Irv Miller
issued a release in TMS-USA'’s Point of View newsroom entitled "Setting the Record Straight,”
which stated:

Today the Los Angeles Times published an article that wrongly and unfairly
attacks Toyota's integrity and reputation. While outraged by the Times'
attack, we were not totally surprised. The tone of the article was
foreshadowed by the phrasing of a lengthy list of detailed questions that the
Times emailed to us recently. The questions were couched in accusatory
terms.

Despite the tone, we answered each of the many questions and sent them to
the Times. Needless to say, we were disappointed by the article that appeared
today, and in particular by the fact that so little of our response to the
questions appeared in the article and much of what was used was distorted.

Toyota has a well-earned reputation for integrity and we will vigorously
defend it.

78. On December 26, 2009, four people were killed in an accident involving Toyota
Avalon. A problem with the accelerator pedal was a suspected cause for the crash. It was
determined that the floor mats could not have caused the accident as they were in the trunk at the
time of the crash.

79. On January 21, 2010, TMS-USA issued a press release entitled "Toyota Files
Voluntary Safety Recall on Select Toyota Division Vehicles for Sticking Accelerator Pedal,” which
stated in part:

Toyota Motor Sales (TMS), U.S.A., Inc, today announced it would recall
approximately 2.3 million vehicles to correct sticking accelerator pedals on
specific Toyota Division models. This action is separate from the on-going
recall of approximately 4.2 million Toyota and Lexus vehicles to reduce
the risk of pedal entrapment by incorrect or out of place accessory floor
mats. Approximately 1.7 million Toyota Division vehicles are subject to
both separate recall actions.

"In recent months, Toyota has investigated isolated reports of sticking

accelerator pedal mechanisms in certain vehicles without the presence of
floor mats," said TMS Group Vice President Irv Miller. "Our investigation
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indicates that there is a possibility that certain accelerator pedal
mechanisms may, in rare instances, mechanically stick in a partially
depressed position or return slowly to the idle position. Consistent with our
commitment to the safety of our cars and our customers, we have initiated
this voluntary recall action."”

80. On January 27, 2010, TMS-USA issued a press release entitled "Toyota Temporarily
Suspends Sales of Selected Vehicles," which stated in part:

Toyota Motor Sales (TMS), U.S.A., Inc., today announced that it is
instructing Toyota dealers to temporarily suspend sales of eight models
involved in the recall for sticking accelerator pedal, announced on January
21, 2010.

"Helping ensure the safety of our customers and restoring confidence in
Toyota are very important to our company,” said Group Vice President and
Toyota Division General Manager Bob Carter. "This action is necessary until
a remedy is finalized. We're making every effort to address this situation for
our customers as quickly as possible.”

Toyota announced it would recall approximately 2.3 million vehicles to
correct sticking accelerator pedals on specific Toyota Division models.
Toyota has investigated isolated reports of sticking accelerator pedal
mechanisms in certain vehicles without the presence of floor mats. There is a
possibility that certain accelerator pedal mechanisms may, in rare instances,
mechanically stick in a partially depressed position or return slowly to the
idle position. (Emphasis added.)

81. On January 27, 2010, TMS-USA issued a press release entitled "Toyota Amends
Recall on Potential Floor Mat Interference with Accelerator Pedal,” which stated in part:

On Wednesday, January 27, 2010, Toyota sent a letter to the National
Highway Traffic Safety Administration amending Toyota's Defect
Information Report of October 5, 2009 regarding the potential risk for floor
mat entrapment of accelerator pedals in certain Toyota and Lexus models.
Toyota has decided to include certain other models in the campaign. This
action is separate from the recall of select Toyota vehicles for sticking
accelerator pedals.

The specific model names and years associated with the newly expanded
population of subject vehicles for the pedal entrapment recall include:

2008 - 2010 Highlander

2009 - 2010 Corolla

2009 - 2010 Venza
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2009 - 2010 Matrix
2009 - 2010 Pontiac Vibe

As of January 26, 2010 the total wvehicle population increased by
approximately 1,093,000 vehicles.

Toyota's remedy plan is to modify or replace the accelerator pedals on the
subject vehicles to address the risk of floor mat entrapment, even when an
older-design all weather floor mat or other inappropriate mat is improperly
attached, or is placed on top of another floor mat. Floor surface modifications
are also being considered and will be included in the remedy plan for any
model for which it is deemed appropriate.

Initially, dealers will be instructed on how to reshape the accelerator pedal
for the repair. As replacement parts with the same shape as the modified
pedal become available, they will be made available to the dealers for the
repair. Customers who have had the pedal reshape remedy completed will
have the opportunity to receive a new pedal if they desire, after replacement
pedals become available. In addition, Toyota will replace any Toyota all-
weather floor mat in a subject vehicle with a newly designed mat, free of
charge. For those customers who have the previous design all-weather floor
mat but do not need or want the newly designed all-weather floor mat,
Toyota will recover the previous design all-weather floor mat and reimburse
its price.

82. On January 29, 2010, Toyota announced that the recall would be extended to eight
Toyota models offered in Europe.

83. On February 1, 2010, TMS-USA president Lentz appeared on NBC's Today show
and was interviewed by host Matt Lauer. Contradicting Toyota USA's previous statements that
there were "'no defects™ related to unintended acceleration in Toyota vehicles aside from the issues
involving the floor mats, Lentz admitted that TMS-USA knew about sticky accelerator pedal
problems since at least October 2009.

[MATT LAUER:] Before we go forward, let me go back. When did your
company know, when did you personally know, and other officials at your

company know, that you had a serious problem with unwanted acceleration
or slow response from acceleration?
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[LENTZ:] In, in the case of the slow response, this most recent one, the first
technical report that we had, that we could duplicate the issue was in late
October of last year.

[MATT LAUER:] Now you've, you've seen the Los Angeles Times report. It
says that in, in the last decade, there have been 2,000 reports of unwanted
acceleration, some 800 accidents, 19 of those linked to fatalities. Your
company was unaware of those reports for that period of time?

[LENTZ:] The, the number of, of, of deaths, the number of accidents,
whether it's one or whether it's 2,000, doesn’t really make a difference.
We've been investigating this for a long time and we are quite confident —

[MATT LAUER:] WEell, but for a long time. Did you know about it since
October of last year or have you been investigating it for a long time?

[LENTZ:] There are, there are two different issues involved in this. One is
entrapment of the pedal.

[MATT LAUER:] Mm-hmm.
[LENTZ:] Uh, that was —
[MATT LAUER:] With the floor mats.

[LENTZ:]: With the floor mats. But the sticking accelerator pedal, we had
knowledge of that in October of last year. (Emphasis added).

84. Evidence of Defendants scheme is reflected in a recent Congressional committee
meeting. On January 27, 2010, Toyota officials, during a Congressional hearing, said that they
first learned of “sticking pedals” in England and Ireland in the spring of 2009. But Toyota
acknowledged that it had received reports in England and Ireland as early as December 2008.
Toyota in its numerous mailings and phone calls to its dealers assured the dealers that the cars
were safe. Additionally, in November of 2009, NHTSA found that Toyota had issued
"inaccurate and misleading™ statements on the cause of sudden acceleration cases connected to
floor mats. Toyota in mailings and phone calls made similar statements to its dealers. Toyota

acknowledges that it had information but failed to share it with the public or with its dealers who
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were the consumers’ last chance to learn that Toyota’s vehicles possessed engineering and
design defects that permitted sudden acceleration. According to the February 7, 2010 edition of
the New York Times, Shinichi Sasaki, the Toyota executive in charge of quality, admitted that
“We did realize that it was not good that pedals were not returning to their proper position, but
we took some time to consider whether we needed to take market action.”

85. On February 3, 2010, Raymond LaHood, head of NHTSA, urged Toyota owners
concerned about their cars to stop driving them and to take them to their Toyota dealerships to be
repaired immediately. He encouraged all vehicle owners covered by the recall to contact their local
dealers to get their vehicles fixed as soon as possible. Moreover, LaHood called for a meeting with
Akio Toyoda, President of Toyota Motor Corporation, to discuss the recent safety concerns
involving Toyota-manufactured vehicles and the Toyota organization's handling of the recalls. It
was reported that NHTSA was considering a civil penalty against the Company over its handling of
the recalls. According to LaHood, the Toyota organization dragged its feet in response to

complaints concerning sudden acceleration.

DEFENDANTS CONSPIRED TO SELL AND LEASE UNSAFE PRIUS VEHICLES

86. Defendants have sold at least 133,000 units of the 2010 Prius models in the United
States. Toyota also has approximately 14,500 units of their Lexus Hybrid sold in the United States.
The Toyota organization sold upwards of 500,000 units of these vehicles worldwide. Over 1.2
million units of the Prius model have been sold since it's inception in 1997.

87. NHTSA, which investigates consumer complaints concerning automobiles, has
received over 1000 complaints relating to the Prius, as reflected currently on the Office of Defects
Investigation database. These complaints relate only to the 2010 model year. The complaints relate

to the electric, hydraulic and ABS portion of the braking system (‘braking system™ or "system"). As
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a result of these complaints, NHTSA launched additional investigations into Toyota's Prius model
concerning braking issues.

88. Further, Defendants, consistent with the pattern they established with their vehicles
suffering from SUA, downplayed or dismissed owner complaints, blaming problems on customer
ignorance. Defendants attribute the mounting complaints as “a matter of customer preference” or
"brake feel" rather than any true defect.

89. Shortly after a September 2009 recall, the Los Angeles Times conducted an
investigation into Toyota-manufactured vehicles’ safety issues and released an article titled "Toyota
Found To Keep Tight Lid on Potential Safety Problems.” The article stated in part that a former
Toyota lawyer who handled safety litigation sued the automaker, accusing it of engaging in a
"calculated conspiracy to prevent the disclosure of damaging evidence" as part of a scheme to
"prevent evidence of its vehicles' structural shortcomings from becoming known™ to plaintiffs
lawyers, courts, NHTSA and the public."”

90. On February 8, 2010, after public pressure, Defendants finally admitted that their
braking systems were not entirely free from defects and issued a recall relating to an alleged repair
of those systems. This recall covers nearly 437,000 Prius and Lexus hybrid vehicles (“Vehicles in
Question) worldwide. As the public has learned from the previous recall of Toyota-manufactured
vehicles, and Defendants’ eventual broadened admissions of fault, likely will continue to grow as
details come to light.

91. Plaintiff Kyle Briggs owns a 2007 Prius. He resides in Miami Florida. Plaintiff
Briggs contends that his 2007 Toyota vehicle is designed, manufactured and sold using Toyota's

Braking System.
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92. Plaintiff Alan Weller, together with his wife, owns a 2010 Pruis. When they have
driven their Prius, the Wellers have experienced difficulties braking. Plaintiff Weller contends that
his 2010 Toyota vehicle is designed, manufactured and sold using Toyota's Braking System.

93. Plaintiff Briggs' and Plaintiff Weller’s Toyota vehicles, upon information and belief,
may no longer be safe to operate due to the braking system defect. For example, every second the
braking system malfunctions, a vehicle moving at 30 miles per hour will travel an additional 44 feet.
This creates a significantly dangerous condition when driving. It is unreasonably dangerous for the
Plaintiffs and the proposed class members to be expected to compensate for such unsafe and
unreliable systems. Indeed, Plaintiff Briggs already has had an incident of SUA, was unable to rely
on his brakes, and crashed into the automobile in front of him. Plaintiffs allege upon information
and belief, that the Defendants knew that this system was susceptible to malfunction that could
result in unintended braking conditions and serious safety issues. Defendants continued to
manufacture the Prius vehicles with this defective system. Plaintiffs contend upon information and
belief, that Defendants' actions have diminished the value of Plaintiffs’ vehicles resulting in
economic loss.

COUNT |

VIOLATION OF RACKETEER INFLUENCED AND CORRUPT ORGANIZATION ACT
18 U.S.C. SECTION 1962 (C)

94. Plaintiffs incorporate by reference and each and every allegation as if fully rewritten
herein.

95. Defendants are and were at all times mentioned herein “persons” as that term is
defined in 18 U.S.C. § 1961(3).

96.  The North American Toyota Dealers constitute an association-in-fact “enterprise” as

that term is defined in 18 U.S.C. 8 1961(4), which is engaged in and affects interstate and foreign
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commence. This enterprise at all times mentioned herein was and is engaged in the promotion,
distribution and sale of Toyota vehicles to consumers throughout the United States. The individual
Defendants, the North American Toyota Dealers, and the NHTSA constitute another association-in-
fact “enterprise” as that term is defined in 18 U.S.C. § 1961(4), which is engaged in and affects
interstate and foreign commence. This enterprise at all times mentioned herein was and is engaged
in the evaluation and public dissemination of safety issues regarding vehicles within the United
States.

97. Defendants are associated with both enterprises, and knowingly and willfully
conduct and participate in the conduct of the enterprises’ affairs, directly and indirectly, through a
pattern of racketeering activity in violation of 18 U.S.C. 8 1962(c). Each of the Defendants derives
income, directly and indirectly, through their operation, management or control of the enterprises.

98. The pattern of racketeering activity engaged in by Defendants involves a scheme to
promote and sell defective and dangerous vehicles, publicly minimizing the defects, carried out for
several years and continuing to this time. The pattern of racketeering is separate and distinct from
the legitimate promotion and sale of vehicles, and evaluation and dissemination of safety
information, undertaken by the enterprises.

99.  As discussed throughout this Complaint, Defendants were aware of reports of SUA
and brake issues and understood that their vehicles had safety and design issues. Yet, Defendants as
part of their scheme sought to use the enterprises to promote the safety of, and sell, the defective
vehicles to Plaintiffs and members of the class. Defendants represented in multiple mailings and
telephone calls to the Enterprise and its members and in communications with Federal and State
officials including but not limited to NHTSA that Toyota vehicles were safe. Defendants in their

mailings and telephone calls omitted material information concerning the known dangers of driving
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Toyota vehicles that shared common design and engineering characteristics that cause the vehicles
to suddenly accelerate. Many of the mailings and statements falsely represented that:

A. drivers were responsible for the incidents of SUA;

B. that it is impossible for Toyota vehicles to experiences SUA;

C. that NHTSA had cleared Toyota of any problems associated with SUA;

D. that the Toyota Defendants were forthcoming concerning SUA,

E. that Toyota vehicles had a fail safe system to prevent SUA,

F. that a statistical trend of SUA did not exist;

G. that the Toyota Defendants had determined the fix for SUA.

100. The Toyota Defendants intended that the enterprises transmit this false and
misleading information to Plaintiffs and members of the class.

101.  The enterprises did transmit this false and misleading information to Plaintiffs and
members of the class. Plaintiffs and members of the class relied on the false and misleading
information when they made their decisions to purchase, lease or retain the Toyota vehicles that
form the subject matter of this litigation.

102. The pattern of racketeering activity engaged in by Defendants involves schemes
and artifices to defraud constituting mail fraud (U.S.C. 8 1341) and wire fraud (18 U.S.C. §
1343), all of which is “racketeering activity” as defined in 18 U.S.C. § 1961(1)(B). Defendants
have engaged in these schemes and artifices with the specific intent to defraud, causing damage
to the property interests of members of the class.

103. The pattern of racketeering engaged in by Defendants involves thousands of

predicate acts constituting mail fraud and wire fraud, as previously set forth above. All of these acts
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are related to the pattern of racketeering and have taken place over many years, establishing both
relatedness and continuity.

104. As a proximate result of the pattern of racketeering engaged in by Defendants,
members of the class suffered damage to its property, including decreased value to their vehicles,
loan and mortgage payments made on dangerously defective vehicles, repair costs, increased
insurance deductibles and insurance, and the cost of loaner or replacement vehicles. Members of
the class do not allege that this claim applies to any personal injuries that class members sustained
because of Defendants’ conduct. However, the claim does apply to economic damage caused.

COUNT 11

Fraudulent Concealment and Fraud by Omission

105.  Plaintiffs incorporate by reference and restate each and every allegation above as if
fully rewritten herein.

106. Toyota has known since at least 2002 and possibly as early as 2000, and likely much
earlier, that its vehicles were subject to sudden and unintended acceleration that placed occupants of
its vehicles at great risk of death. Toyota was aware that there were fatalities in its vehicles because
of unintended acceleration from 2002-09. Toyota knew that the risk of losing control of a vehicle in
a high speed accident would be very frightening and dangerous to consumers and would cause
Toyota’s sales to decline. Toyota intentionally concealed the information, or acted with reckless
disregard for the truth, and denied the consuming public information that is highly relevant to their
purchasing decision. Toyota fraudulently concealed the information for years, because it was more
important to Toyota to increase sales and become the largest manufacturer in the world. Toyota

sacrificed innocent, trusting lives for profit and hubris.
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107. Toyota’s customers relied on Toyota’s reputation coupled with the fact that Toyota
did not disclose the acceleration problems, in purchasing or leasing Toyota’s vehicles. The facts
concealed were material, because if they had been disclosed Class members would not have bought
or leased the vehicles. The concealment was all the more effective because it came from one that
had represented itself to be honorable and trustworthy.

108.  As a result of their reliance, Plaintiffs and other Class members have been injured in
an amount to be proved at trial, including, but not limited to the loss of value of the use of the
vehicles they leased or bought, the fear and other emotional trauma as a result of being forced to
drive vehicles that Toyota has admitted are unsafe due to Toyota’s refusal to provide replacement
vehicles, and injuries and deaths resulting from accidents caused by sudden acceleration.

109. Defendants’ conduct was knowing, intentional, with malice, demonstrated a
complete lack of care, and was in reckless disregard for the rights of Plaintiffs and other Class
members. Plaintiffs and other Class members are therefore entitled to an award of punitive
damages.

COUNT 11l
Fraud

110. Plaintiffs incorporate by reference and restate each and every allegation above as if
fully rewritten herein.

111. Defendants represented to Plaintiffs and Class members in advertising and other
forms of communication, including standard and uniform material provided with each car, that the
vehicles they were selling were new, had no significant defects and would perform and operate
properly when driven in normal usage. In fact, Toyota affirmatively represents that its vehicles are

“reliable.”
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112.  The vehicles purchased or leased by Plaintiffs and Class Members were, in fact,
defective, unsafe and unreliable, because the vehicles were subject to sudden, extreme acceleration
leading to personal injury or death.

113. The aforesaid representations of Defendants were material, because they were facts
that would typically be relied on by a person purchasing or leasing a new motor vehicle. Toyota
knew the representations were false, because it knew that people had died in its vehicles unintended
acceleration between 2002 and 2009. Plaintiffs and Class members relied on the statements and
others like them in purchasing their vehicles. Toyota intentionally made the false statements in
order to sell vehicles.

114.  As aresult of Toyota’s conduct, Plaintiffs and Class members have been defrauded
into leasing or purchasing vehicles that had undisclosed defects. Plaintiffs and Class members have
been damaged in an amount to be proven at trial.

115. Defendants’ conduct was knowing, intentional, with malice, demonstrated a
complete lack of care, and was in conscious disregard for the rights of Plaintiffs and other Class
members. Plaintiffs and other Class members are therefore entitled to an award of punitive
damages.

COUNT IV

Violation of Consumer Protection Act, K.R.S. 367.110 et seq.

116. Plaintiffs incorporate by reference and restate each and every allegation above as if
fully rewritten herein.

117. The Consumer Protection Act, K.R.S. Section 367.170, prohibits unfair or
deceptive consumer sales practices. Specifically, the Act prohibits “unfair, false, misleading, or

deceptive acts or practices in the conduct of any trade or commerce.” id.
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118. The conduct of Defendants alleged above constitutes unfair and/or deceptive
consumer sales practices in violation of K.R.S. Section 367.170, because Defendants represented
through advertising and other marketing communications that the vehicles were new and free
from defects and could be driven safely in normal operation. Instead, the vehicles were not of the
standard, quality or grade of new vehicles.

119. Defendants’ conduct caused Plaintiffs damages as alleged.

120. Plaintiffs specifically do not allege herein a claim for violation of K.R.S. Section
367.840-42.

121.  As a result of the foregoing wrongful conduct of Defendants, Plaintiffs and the

Class have been damaged in an amount to be proved at trial.
COUNT V

False Advertising and Negligence Per Se

122. Plaintiffs incorporate by reference and restate each and every allegation above as
if fully rewritten herein.

123. Defendants violated K.R.S. Section 517.030, false or misleading advertising in
connection with the promotion of goods.

124.  Toyota violated this statute because it advertised that its vehicles were safe and
reliable contrary to the advertisements and similar representations by Toyota dealers, Toyota
knew since 2002 that the recalled vehicles were highly dangerous, unsafe and unreliable due to
the likelihood of the vehicles to rapidly accelerate.

125. Toyota’s violation of K.R.S. Section 517.030 is a misdemeanor. K.R.S. Section

517.030(2). Toyota is therefore negligent per se.
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126. As aresult of Toyota’s wrongful conduct, Plaintiffs and class members have been

damaged in an amount to be proved at trial.

COUNT VI

Breach of Lease/Contract

127. Plaintiffs incorporate by reference and restate each and every allegation above as if
fully rewritten herein.

128. Plaintiffs and other members of the class entered into a lease agreement with
Defendant Trust which inured to the benefit of all Defendants. Other members of the Class entered
into agreements to purchase Toyota vehicles which also directly or indirectly benefited Defendants.

129. The leases and purchase agreements provided that Class members would make
payments and in return would receive a new vehicle that would operate properly.

130. Defendants breached their agreements with Plaintiffs and other Class members,
because the vehicles sold or leased to the Class members were defective and not of a quality that
reasonably would be expected of a new automobile.

131. Plaintiffs and other Class members have fully performed their duties under the
purchase and lease agreements.

132. Defendants are liable for all damages suffered by Class members caused by such
breaches of contract.

COUNT VIl

Breach of Express Warranties

133.  Plaintiffs incorporate by reference and restate each and every allegation above as if

fully rewritten herein.
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134. Defendants made express warranties that new vehicles they sold would be fully
operational, safe and highly reliable. The warranties were made in advertisements and statements by
dealership salespeople. These affirmations of fact, including via commercial advertisements, are
express warranties under the Uniform Commercial Code Section K.R.S. Section 355.2-313.

135. Defendants breached these warranties because the vehicles sold to Plaintiffs and
other Class members have been demonstrated to be unsafe, and, indeed, Toyota has now admitted
the vehicles are unsafe by first recalling them and then ceasing their sale altogether. Toyota further
breached the warranties by failing to provide safe automobiles after the problems were
acknowledged and, instead are forcing customers to drive what were publicly identified as unsafe
vehicles.

136.  Plaintiffs and other Class members have been harmed as a result of the breaches of
warranty. First, Plaintiffs and other Class members have received vehicles that were worth far less
than what they paid to lease or to purchase the vehicles. Second, the Class has been subjected to the
very real fear of a horrendous accident if their vehicle were to reach uncontrollable speeds -- and
this is because Defendants have failed and refused to provide substitute vehicles while the defective
ones are repaired.

137.  Plaintiffs specifically exclude in this Complaint any claim for violation of K.R.S.
Section 367.840-42, and this cause of action is not based on that section.

138.  Plaintiffs pray that all damages caused by these breaches be awarded

COUNT VI

Unjust Enrichment

139. Plaintiffs incorporate by reference and restate each and every allegation above as

if fully rewritten herein.
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140.  As a result of the foregoing wrongful, unjust and inequitable conduct, Defendants
have obtained funds and property to which they are not entitled, and have been unjustly enriched
at the expense of Plaintiffs and Class members. Defendants should be required to make

restitution of all amounts by which they were enriched through their misconduct.

COUNT IX

Breach of Implied Warranty of Merchantability

141. Plaintiffs incorporate by reference and restate each and every allegation above as
if fully rewritten herein.

142. Defendants impliedly warranted under K.R.S. Section 355.2-314 that their
vehicles are fit for the ordinary purpose for which such a product is sold.

143. The ordinary purpose for which Defendants’ vehicles are sold is to provide the
purchaser with a vehicle that is capable of transporting the driver and passengers in reasonable
safety during normal operation, and without itself unduly endangering them or members of the
public.

144. Defendants breached their implied warranty of merchantability by selling vehicles
that have the propensity to suddenly and unintentionally accelerate, and which do not contain
safety systems which would prevent such acceleration or allow a driver to safely slow and stop
the vehicle when such acceleration occurred.

145.  Plaintiffs and Class members have been damaged in an amount to be proved at

trial.
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COUNT X

Breach of Implied Warranty of Fitness for a Particular Purpose

146. Plaintiffs incorporate by reference and restate each and every allegation above as
if fully rewritten herein.
147. Defendants are, and at all relevant times have been, in the business of designing,

manufacturing, distributing and selling motor vehicles to consumers.

148. Defendants knew, when it leased and sold its vehicles to Plaintiffs and other Class
members that such vehicles would be used by Plaintiffs and Class members for safely

transporting occupants.

149. Defendants also knew that consumers who purchased its vehicles relied on
Toyota’s skill and expertise, judgment and knowledge in furnishing vehicles, including
components thereof, that were able to transport occupants without unreasonable risk of harm to
themselves or members of the public. Therefore, Toyota impliedly warranted under K.R.S.
Section 355.2-315 that the vehicles were fit for the purposes Plaintiffs and class member

intended for them.

150. Toyota’s vehicles were not fit for that purpose in that their design, choice of
components or manufacture are so defective as to cause such vehicles to suddenly and
unintentionally accelerate. Additionally, the vehicles fail to provide an adequate means of

braking or stopping vehicles that have so accelerated.

151.  As a result, Plaintiffs and Class members have been damaged in an amount to be

proved at trial.
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COUNT XI
Negligence

152. Plaintiffs incorporate by reference and restate each and every allegation above as
if fully rewritten herein.

153. Toyota had a duty to its customers as a manufacturer of motor vehicles to provide
vehicles that, in their ordinary operation, would be safe. Toyota had a duty to adequately test its
vehicles’ safety before selling millions to American consumers. Toyota particularly had a duty to
test vehicles for acceleration system problems once Toyota was on notice that its vehicles had a
propensity to suddenly accelerate and were causing bodily injury, death, and property damage.

154. Toyota breached its duty to Plaintiffs and Class members.

155.  As direct and proximate causes of the breach, Plaintiffs and Class members have
been damaged including, but not limited to, the financial loss of owning or leasing vehicles that

are unsafe as well as being subject to the potential risk of injury.

COUNT X1l

Strict Product Liability

156. Plaintiffs incorporate by reference and restate each and every allegation above as
if fully rewritten herein.

157. Toyota is a manufacturer and supplier of automobiles.

158. The automobiles that were leased or purchased by Plaintiffs and that were
supplied by Toyota failed to comply with Toyota’s representations, as alleged above, that the
vehicles were safe, reliable and that they would accelerate and decelerate as users would

reasonably expect.
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159. The automobiles supplied by Toyota were defective because, as alleged above,
they are subject to rapid acceleration without notice and without the ability to slow or stop the
vehicle.

160. The vehicles were defective in design and manufacture because when they left the
hands of Toyota they were more dangerous than an ordinary consumer would expect.

161. The vehicles supplied by Toyota were defective due to inadequate warning or
instruction and because Toyota knew that the product was defective and created a risk of harm to

consumers and failed to warn of said risk.

162. The vehicles supplied by Toyota were defective due to inadequate post-marketing
warning or instruction because after Toyota knew of the risk of rapid acceleration.
163. As a proximate result of the defective condition of Toyota’s vehicles, Plaintiffs

and Class members have been damaged in an amount to be proved at trial.

PUNITIVE CONDUCT

164. Defendants have fraudulently and knowingly concealed for years that their
automobiles had defective acceleration systems that were causing death, bodily injury and
property damage in the United States. Defendants knowingly concealed this information in order
to be able to continue to sell their defective, unsafe vehicles. Moreover, Defendants defrauded
American consumers by representing that their vehicles were safe and reliable when they were
secretly aware of the highly dangerous acceleration system. Defendants intentionally have
violated consumer laws by falsely advertising that their cars were safe and reliable when, in fact,

they are defective.

165. Defendants conduct was knowing, intentional, with malice, demonstrated a

complete lack of care and was in reckless disregard for the rights of the class members.
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Defendants’ conduct has been outrageous and outside the bounds of decency. Defendants should
be punished due their conduct of putting others at risk of serious injury and death in order to
make more profit. Plaintiffs hereby request an award of punitive damages to appropriately

punish Defendants for their extreme misconduct.

WHEREFORE, Plaintiffs pray for relief as follows:

INJUNCTIVE RELIEF

166. Plaintiffs Pray for an Order:

A Requiring Defendants to provide, or reimburse Plaintiffs and all members of
the class for the cost of obtaining non-defective, replacement vehicles until the vehicles owned or
leased by Class members have been repaired or have been replaced with vehicles that do not have
defects in the accelerator or any other system;

B. Requiring Defendants to provide any replacement parts first to dealerships
for repair of cars already sold or leased, and only use such parts for manufacturing of new vehicles
when all defective vehicles have been repaired;

C. Requiring Defendants to provide counseling services to all Class members
who have suffered emotional distress as a result of being forced to drive defective, dangerous
vehicles after Defendants” numerous announcements of defects but failure to provide replacement
vehicles;

D. Requiring Defendants to reform their lease and finance contracts with class
members and cease collecting lease payments or car payments from all Class members who leased

or purchased Toyota vehicles with defects alleged n this Complaint.
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COMPENSATORY DAMAGES

167. Plaintiffs on behalf of themselves and the Class seek an award of compensatory
damages that will fairly represent the injuries, personal and economic, that Plaintiffs and members
of the class suffered as proven at trial.

PUNITIVE DAMAGES

168. Plaintiffs on behalf of themselves and the Class seek an award of punitive damages
that will fairly punish Defendants and serve as a deterrent to future misconduct that endangers the
lives and safety of American motorists and pedestrians. Defendants by withholding knowledge of
dangerous conditions knowingly caused physical injuries to American consumers residents and
caused them economic loss.

ADDITIONAL RELIEF

169. Plaintiffs on behalf of themselves and the Class seek an award that causes the
disgorgement of all amounts by which Defendants have been unjustly enriched;

170. Plaintiffs on behalf of themselves and the Class seek or an award of attorneys’ fees
and prejudgment interest; and

171.  Plaintiffs on behalf of themselves and the Class seek for such other and further relief

as the Court and/or Jury may deem appropriate.
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Respectfully submitted,

/s/ Robert A. Steinberg

Stanley M. Chesley (11810)

Lead Counsel and Trial Attorney

Robert A. Steinberg (91300)

WAITE, SCHNEIDER, BAYLESS,
& CHESLEY CO,, L.P.A.

1513 Fourth & Vine Tower

One West Fourth Street

Cincinnati, OH 45202

Telphone: (513) 621-0267

Facsimile: (513) 621-0262

Email: bobsteinberg@wsbclaw.com

JURY DEMAND

Plaintiff s hereby request trial by jury on all claims so triable.

/s/ Robert A. Steinberg

Robert A. Steinberg (91300)
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that a copy of the foregoing Amended Complaint was
served by regular mail on February 17, 2010 to: CT Corporation System, 4169 Westport Road,
Louisville, Kentucky 40207, the Agent for Service of Process for Defendants: Toyota Motor
Engineering & Manufacturing North America, Inc., Toyota Motor Manufacturing, Kentucky, Inc.,

Toyota Motor Sales, U.S.A. Inc. and Toyota Lease Trust.

/s/ Robert A. Steinberg
Robert A. Steinberg
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