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Salient Figures

Sales million DM
Vehicle Sales units
Production units
Workforce at year end

Capital Investments (Additions) million DM

Depreciation and Write-down million DM

Cost of Materials million DM
Labour Cost million DM
(Loss) Net Earnings million DM

All percentages are based on non-rounded figures.

Volkswagen Group
Increase
(Decrecse)
9 0

1983 1982
40,089 37,434 7.1

2127218  2,119918 0.3
2115924 2130075  (0.7)
231710 239,116  (3.1)
4,858 4892 (07)
3,689 3038 214
20,852 19,573 6.5
12,371 12,069 25
(215) (300) 283

Volkswagenwerk AG
Soimison
1983 198 %
29,187 27,028 8.0
1,538,395 1,529,398 0.6
1,179,993 1,196,868 (1.4)
114,522 118,883 3.7)
2,444 1,962 24.6
2,064 1,902 8.5
19,567 17,488 LS
7,324 6,784 8.0
(85) 33 X
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for the
/Snnuol Meeting of Stockholders

o

Volkswagenwerk
Aktiengesellschaft

to be held at 10.00 a.m.
on Thursday, July 12,1984
at the Stadthalle in
Wolfsburg

Agenda

. Presentation of confirmed financial

statements for the year ended De-
cember 31, 1983, the Annual Report
for 1983 together with the report of
the Supervisory Board, the consoli-
dated financial statements for the
year ended December 31, 1983
and the Annual Report of the Volks-
wagen Group for 1983

. Resolution on ratification of the ac-

tions of the Board of Management
for the fiscal year 1983

. Resolution on ratification of the ac-

tions of the Supervisory Board for
the fiscal year 1983

With respect to items 2 and 3, the
Supervisory Board and the Board
of Management recommend that
their actions be formally ratified.

. Resolution on the creation of au-

thorized capital stock

The Supervisory Board and the
Board of Management propose

al to authorize the Board of Mana-
gement fo raise the capital stock
of the Company from 1,200 mil-
lion DM to 1,500 million DM (au-
thorized capital stockl by issuing
new bearer shares with the con-
sent of the Supervisory Board up
to June 30, 1989.

b) to amend § 4 subsection 3 of the
Articles of Association as fol-
lows:

“The Board of Management is
authorized to raise the capital
stock of the Company by up to
300 million DM by issuing new
bearer shares with the approval
of the Supervisory Board up to
June 30, 1989

5. Resolution on the creation of

potential capital stock

The Supervisory Board and the
Board of Management propose

al to authorize the Board of Mana-
gement to issue, up to June 30,
1989 and with the approval of
the Supervisory Board, conver-
tible bonds, option bonds and
participating income bonds
made out to bearer totalling a
par value of up to 600 million
DM lincluding the possibility of
issuing fractional amounts) with
terms of up to 15 years. This also
applies to option bonds with
options on Volkswagenwerk AG
shares issued by direct or indi-
rect 100 % foreign subsidiaries of
Volkswagenwerk AG guaran-
teed by Volkswagenwerk AG.
Option bonds may be issued in
German marks, US dollars or
Swiss francs.

For option bonds issued by
Volkswagenwerk AG, the option
price per Volkswagenwerk AG
share with a nominal value of
S0 DM is fixed at up to 20% be-
low the average official stan-
dard quotation for Volkswagen-
werk AG shares at the Frankfurt
Stock Exchange over the ten
trading days preceding the re-
solution on the issue of the
bond. The Board of Manage-
ment is entitled to round the op-
tion price established in this way
up or down o a whole number
of German marks. The option
bonds are to be offered for sale
to the stockholders of Volkswa-
genwerk AG, with the exception
of any quantity of bonds above
and beyond those to which the
stockholders are entitled.



For option bonds issued by a di-
rectly or indirectly wholly-owned
foreign subsidiary of Volkswa-
genwerk AG, the option price is
the equivalent of the average
official standard quotation for
Volkswagenwerk AG shares at
the Frankfurt Stock Exchange -
rounded up to whole German
marks — over the ten trading
days preceding the resolution
on the issue of the bond. The
stockholders of Volkswagenwerk
AG shall have no subscription
right.

If, during the term of the option
bond, the capital stock of Volks-
wagenwerk AG is raised by the
issue of new shares observing
the subscription right of the
stockholders or if new conver-
tible or option bonds are issued,
the option price shall be reduc-
ed by the amount calculated
from the average price of the
option to which stockholders are
entitled over all trading days of
the Frankfurt Stock Exc ange,
rounded up to the nearest full
German mark. The option price
shall not be reduced if the bea-
rers of the stock purchase war-
rant are granted a subscription
right equivalent to that of stock-
holders.

The Board of Management shall
be authorized, after approval
has been granted by the Super-
visory Board in accordance with
sentence |, to stipulate the other
details connected with issuing
convertible bonds, option bonds
or participating income bonds.

b) to raise the capital stock of the
Company by up to 200 million
DM by issuing up to 4,000,000
bearer shares with a par value
of 50 DM each. The potential
capital increase will serve to
grant irrevocable rights to the
bearers of convertible bonds,
option bonds and participating

income bonds issued according

to the above authorization. The
potential capital increase shall

be effected only insofar as these

rights are exercised.

The new shares shall be entitled
to a share in the profits as of the

beginning of the fiscal year
which follows the year of pur-
chase.

The Board of Management shall

be authorized to stipulate the

other details connected with ef-

fecting a potential increase in
capital stock.

c) to add the following subsection
4 to § 4 of the Articles of Asso-
ciation:

“Capital stock has been poten-

tially raised by up to 200 million

DM. The potential increase in
capital stock shall be effected

only insofar as the bearers exer-

cise their rights associated with
the convertible bonds, option

bonds and participating income

bonds to be issued up to June
30, 1989. The new shares shall
be entitled to a share in the

profits as of the beginning of the

fiscal year which follows the
year of purchase.”

d) to authorize the Supervisory
Board to amend § 4 of the Artic-
les of Association depending on
the amount of potential capital
stock.

6. Appointment of auditors for the fis-
cal year 1984

The Supervisory Board proposes
that TREUARBEIT Aktiengesellschaft
Wirtschaftsprifungsgesellschaft
Steverberatungsgesellschaft,
Hanover, be appointed auditors
for the fiscal year 1984.



Karl Gustaf Ratien (64), Frankfurt
Chairman
Chairman of the Board of Mana-
gement of Metallgesellschaft AG

Hans Mayr (62), Dreieich
as of February 10, 1984
Deputy Chairman las of April 1],
1984)
Chairman of the Metalworkers
Union

Supervisory Board
(Aufsichtsrat)

Birgit Breuel (46), Hanover
Minister for Economic Affairs and
Transport of lower Saxony

Dr. jur. E Wilhelm Christians (6])
Dusseldort
Member of the Board of Manage-
ment of the Deutsche Bank AG

Siegfried Ehlers (59), Wolfsburg
Chairman of Group Works
Council of Volkswagenwerk AG

Dr. rer. pol. Hans Friderichs (52)
Frankfurt
Member of the Board of Manage-
ment of the Dresdner Bank AG

Albert Hoffmeister (55), Wolfsburg
Senior Executive of
Volkswagenwerk AG

Hans-Ginter Hoppe (61), Berlin
Former Member of the Berlin
Senate

Walther leisler Kiep (58), Bonn
as of January 26, 1983

Businessman (Insurance)

Gerd Kuhl (61), Frankfurt
Trade Union Secretary to the
Executive Committee of the
Metalworkers Union

Hans L. Merkle (71)
Stuttgart
Chairman of the Management
of Robert Bosch GmbH

Karl Heinrich Mihr (48), Kassel
Chairman of Works Council of
Volkswagenwerk AG
Kassel Plant

Gerhard Mogwitz (50), Hanover
Chairman of Works Council of
Volkswagenwerk AG
Hanover Plant

Walter Neuert (58), Ingolstadt
Chairman of Joint Works Council
of AUDI NSU AUTO UNION AG

Heinz Pabst (52), Brunswick
Chairman of Works Council of
Volkswagenwerk AG
Brunswick Plant

Manfred Pusch (45), Wolfsburg
Deputy Chairman of Group Works
Council of Volkswagenwerk AG

Dr. agr. Burkhard Ritz (52), Hanover
Minister of Finance of
Llower Saxony

Dr. rer. pol. Otto Schlecht (58)
Bonn-Duisdorf
Undersecretary of State in the

Federal Ministry for Economic
Affairs

Toni Schmicker (62),
Bergisch-Gladbach
Former Chairman of the
Board of Management of
Volkswagenwerk AG

Dr. rer. pol. Albert Schunk (42)
Frankfurt
Trade Union Secretary to the

Executive Committee of the Metal-
workers Union

Retired from the Supervisory
Board:

Eugen loderer (63), Frankfurt
as of January 27, 1984
Former Chairman of the
Metalworkers Union

Dr. rer. pol. Horst Schulmann (50!
Bonn
as of January 26, 1983
Former Undersecretary of State in
the Federal Ministry of Finance



Dr. rer. pol. Carl H. Hahn (57)
Chairman of the
Board of Management

Horst Minzner (59)
Deputy Chairman of the
Board of Management
Purchasing and logistics

Board of Management

(Vorstand)

Claus Borgward (45)
Quality Assurance

Karl-Heinz Briam (61)
Personnel and Social Matters
(Director of Labour Relations)

Prof. Dr. techn. Ernst Fiala (55)
Research and Development

Dr. jur. Peter Frerk (53)
legal Matters,
Auditing and Economics

Dr. jur. Wolfgang R. Habbel (60
AUDI NSU AUTO UNION AG

Ginter Hartwich (48)
Production

Dr. rer. pol. Werner P Schmidt (51)
Sales

Dr. rer. pol. Rolf Selowsky (53)
Finance and Business
Administration




Report of the
Supervisory Board

During the year under report the
Board of Management kept the
Supervisory Board regularly informed
about the state of affairs, business
activity and corporate policy of the
Company. Steps requiring the prior
approval of the Supervisory Board,
either by law or under the Compa-
ny's Articles of Association, were dis-
cussed in detail at meetings of the
Supervisory Board and its committees
before a final decision was taken. A
regular check was kept on the mana-
gement of the Company's affairs by
means of written and verbal reports
produced by the Board of Manage-
ment.

The financial statements for the
Group and Volkswagenwerk AG at
December 31,1983, have been sub-
mitted to the Supervisory Board toge-
ther with the 1983 Annual Report. The
auditors, TREUARBEIT Aktiengesell-
schaft Wirtschaftsprifungsgesell-
schaft Steverberatungsgesellschaft,
Hanover, have examined the above
financial statements together with the
Annual Report and the books, and
have issued an unqualified certificate
of approval.

The financial statements of Volkswa-
genwerk AG and the Annual Report
were examined by the Supervisory
Board who raised no objections.

The Supervisory Board accordingly
concurs with the auditors' findings
and approves the annual financial
statements, which are hereby con-
firmed.

In accordance with § 12 of Volkswa-
genwerk AG's Articles of Association
Herr Walther Leisler Kiep was
appointed to represent the Federal
German Government on the Supervi-
sory Board as of January 26, 1983,
thus replacing Dr. Horst Schulmann.

The Supervisory Board would like to
thank Dr. Schulmann for his valuable
service.

The end of the Supervisory Board
meeting held on January 27,1984,
marked the departure of Herr Eugen
loderer from the Supervisory Board at
Volkswagenwerk AG. Ever since he
was appointed Deputy Chairman in
1972 and in his capacity as member
of the Presidium Herr loderer has
made a vital contribution to the deve-
lopment of the Volkswagen Group.
His open-mindedness and the con-
structiveness of working with him
were always a help in setting about
solving the difficult problems. The
Supervisory Board would also like to
take this opportunity of expressing its
recognition and sincere affection for
Herr loderer and thanking him for his
long and active service.

Woltsburg District Court appointed
Herr Hans Mayr, Chairman of the
Metalworkers Union, to succeed Herr
loderer as of February 10, 1984, and
serve on the Supervisory Board of
Volkswagenwerk AG. Herr Mayr was
ﬁligsef its Deputy Chairman on April

Wolfsburg, April 11, 1984

Chairman of the Supervisory Board



Report of the
Board of

Management

The Situation in the
World Economy

and the

Automobile Industry

Slight upward trends in certain
regions of the world

The economic recession over the past
few years reached its lowest level
round about the end of 1982 but has
shown positive signs ever since. The
turn in the tide originated particularly
in the United States, Canada, Japan,
Britain and West Germany and had
a positive influence on economies in
the rest of the world. A considerable
increase in the money supply, particu-
larly in the United States where it had
been kept short for years, caused an
increase in demand. Under the influ-
ence of lower interest rates com-
pared with the high-interest phase,
an improved economic outlook and
deliberate government intervention,
particularly private consumption in-
creased. In addition, reduction of
stocks largely came to an end. The
inclination to invest was very conser-
vative throughout most of the year
and only picked up towards the end
of 1983. Further economic recovery
was prevented by the level of interest
rates which, although they had fallen,
were still too high. They reflect the
high budget de?icifs and conside-
rable indebtedness to be found in
many countries.

It was the United States which first
managed to overcome the trough of
the recession and provide the stron-
gest impetus for economic recovery.
Aided by the high exchange rate for
the dollar, the American market con-
stituted a major factor in compensa-
ting for dwindling exports in many
other industrial countries, including
European ones, because in 1983 We-
stern Europe was only just beginning
to recover slowly from the period of
stagnation. Even trade with OPEC
countries lost much of its former dyna-
mism owing to the drop in oil reve-
nue. Coupled with a general lack of
economic activity and a growing
need for consolidation the enormous
indebtedness and the lack of foreign
currency, not only in Latin America
but also in various COMECON
countries, led to a marked reduction
in these countries’ levels of imports.

The economic leadership of the
United States

On account of its ability to overcome
the crisis the United States assumed
special responsibility. The chiefly self-
oriented American economic policy
considerably influenced the key ge-
neral economic factors of other coun-
tries owing to its maijor role in the
world economy.

The continuing period of recovery
and high growth rates in early 1983
followed 'r%me longest post-war reces-
sion which the United States had ex-
perienced. The economic revival was
supported particularly by the rise in
consumer demand. Investment, on the
other hand, fell short of the general
economic trend. Economic upswing
resulted in the unemployment rate fal-
ling to below 9% and showing a fur-
ther declining tendency.

The extremely high budget deficit of
almost 200 billion US$ not only re-
presented a considerable burden on
the American economy but also had
a markedly detrimental effect on eco-
nomic development in the rest of the
world owing to accompanying high
real interest rates. Competitiveness of
the other OECD countries was back-
ed up by the high value of the dollar
which may be regarded as out of
proportion particularly because of
the substantial influx of capital, bear-
ing in mind the international situation
with regard to prices and costs. It
was particularly Japan which benefit-
ed with an increased balance of trade
surplus of almost 20 billion USS, thus
showing distinctly how dependent
the Japanese economy is on that one
of North America. However, the EEC
countries too, whose balance of tra-
de with the United States has traditio-
nally been a negative one, achieved
a surplus of 1] bi(];ion USS in bilateral
trade. The imbalance in the flow of

oods led to signs of protectionism in
the United States and a substantial
balance of trade deficit amounting to
over 60 billion USS.




The American automobile
industry’s high growth rate

The American automobile industry
made a major contribution to the
economic upturn. In 1983 total pro-
duction was up by almost 32% to 9.2
million vehicles compared with the

albeit exceptionally low level of 1982.

There were 15% more passenger-car
registrations whereby low-interest fi-
nancing and discount campaigns
managed to stimulate demand parti-
cularly in the first six-month period.

Continuing recession in

Latin America

The countries of Latin America ranked
among those hit worst by the world's
economic difficulties. Only a few
countries benefited from the general
improvement in economic climate to-
wards the end of the year, and then
only to a limited extent. On the whole
the region had to come to terms with
|ower?evels of gross national product
for the second year running. Inflation
rates in the various countries conti-
nued to rise significantly. The number
of unemployed and underemployed
increased drastically.

Apart from the internal problems,
Latin American countries’ external »
borrowing poses a considerable pro-
blem for the rest of the western world.
These countries no longer have suffi-
cient financial resources available to
pay back the loans generously grant-
ed during the boom years. An unenvi-
saged phase of economic contrac-
tion coupled with an unexpectedly
long period of high interest rates
made it impossible to repay the

loans on the conditions originally
agreed upon. The consequences
were moratoriums and hard funding
negotiations with international financ-
ing organizations. The resulting un-
certainties not only caused the eco-
nomic situation to tighten in the indivi-
dual countries of Latin America but
also encumbered the western world
of finance considerably. To counter-
act the economic miscarriages many
governments were prompted by inter-
national financing institutions to infro-
duce restrictive economic programs,
which were accompanied by varying
levels of success. It was particularly
the balances of trade which showed
a marked improvement as a result.

Difficult times for the automobile
industry in Latin America

The automobile industries in Latin
America took very different courses.
Whilst in Brazil (merely on account of
the first six months) and Argentina it
was possible to boost production



from a low level and thus in some
degree to counteract economic
recession, vehicle manufacture in
Mexico had to be dampened consi-
derably owing fo economic circum-
stances.

Western Europe in the
consolidation phase

The course of economic development
in Western Europe was rather varied.
Whilst some countries such as Britain
and West Germany managed fo ini-
tiate an upward economic trend,
other countries such as France and
ltaly were still bogged down by the
recession. It was only at the end of
1983 that initial signs of recovery ap-
peared there too. Overall, Western
Europe showed a slight improvement
in the economic situation, brought
about by a more flexible monetary
policy and the accompanying drop
in interest levels and particularly by
inflation rates below those of the pre-
vious year. less substantial wage in-
Creases and a drop in the prices for
crude oil provided further positive im-
petus. Capital markets were bur-
dened by the partial continued rise in
budget deficits, thus preventing any
great fall in the level of interest rates
which would have been desirable.
EEC countries’ foreign trade saw a
positive trend especially on account
of increasing demand in the United
States. Bilateral exchange of goods
with Japan showed an increase in
the trade deficit by just under 10% to
10.2 billion US $. Japan supplied more
and more components which are
Incorporated in the European end
Product and are no longer in
evidence as Japanese products.

Increase in production in the
uropean automobile industry
€ automobile industry was one of
the few growth industries in Western
urope. Owing to the increase in pro-
uction it managed to make a vital
contribution towards initiating an
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upward economic trend and to stimu-
lating trade since a major part of
production is exported particularly to
other European countries. West Euro-
pean automobile exports to non-
European regions of the world came
to over a million vehicles and also
exceeded imports. There was a rise in
sales not only in West Germany but
also in Britain and Scandinavian
countries whilst in France and Italy
the consequences of the recession
took longer to heal so there was a
slight drop in sales. Altogether 10.4
million passenger cars were regis-
tered in Western Europe in 1983, 5%
more than in 1982.

Positive trend in West Germany

In West Germany the economic reco-
very which was clearly perceptible
since the beginning of 1983 conti-
nued to gain momentum throughout
the year. The increase in economic
activity was particularly due to the
rise in domestic demand whilst the
export trend, which in previous years
had proven to be a crucial factor in
economic upswing, took a less favou-
rable course, especially in the first
half of 1983. Compared with the
basic rates and weighted with the
member countries’ shares in foreign
trade, the rise in the value of the
German mark within the European
Monetary System (EMS) in March
1983 was about 5.5%, hampering the
competitiveness of German exporters
in these countries inasmuch as the
revaluation exceeded the differences
in inflation rates. There was thus no
opportunity for any acceleration in
the rate of growth. When the new
exchange rates in Europe had be-
come a matter of routine and the
economic situation abroad was
beginning to emerge from the trough
of the recession, the negative factors
influencing foreign trade began to
diminish. The volume of exports, parti-
cularly to Third World countries, was
restricted by balance of payments
difficulties and the credit squeeze.
The increase in gross national pro-
duct was 1.3% for the year as a

10

whole (more than originally expect-
ed) and was even up 2.9% for the
fourth quarter, so West Germany
took its place in the group of major
western industrialized nations which
had managed to show a rise. How-
ever, the growth is solely due to the
increased level of productivity by the
economy as a whole because the
numbers employed continued to dec-
line in 1983. Nevertheless, the labour
market showed positive signs in the
reduction of short-time working and
the rise in the number of placements.
In the late summer of 1983, even the
steep rise in unemployment came to
a standstill for the first time in 3}
years taking seasonal influences into
account. Compared with other indu-
strialized nations the rise in prices
was low in 1983. Although numerous
imports showed a marked rise in
price owing to the increase in the ex-
change rate for the US dollar, West
Germany had the lowest inflation
rate after Japan. The trend in the
prices of raw materials had a positive
influence because they remained -
even when converted into DM - be-
low the previous year's level, despite
a significant upward movement to-
wards the end of the year. This would
endorse past experience whereby
world market prices in dollars deter-
mined by supply and demand drop
when the exchange rate for the dol-
lar rises. As far as West Germany
was concerned, the favourable trend
was chiefly accounted for by the fall
in energy prices. The average price
of a tonne of crude oil fell from 616.48
DM in 1982 to 579.22 DM. Coupled
with the positive influences on
economic trends exerted by econom-
ic revival in the United States, the
German economy was provided with
the breathing space required to
introduce necessary structural im-
provements. We now have to use this

opportunity.

The German automobile industry
provided impetus

The automobile industry was yet
again the driving force behind eco-

nomic recovery. The increase in pro-
duction by 2.7 % to 4,170,551 vehicles,
the parallel trend towards up-market
vehicles and the resulting improved
utilization of capacity, in the supply
industry as well, played a decisive
role in returning to economic growth.
Compared with the previous year,
production showed a considerably
better result in the second half of the
year than in the first half. Alongside a
high level of investment the automo-
bile industry was thus the only major
industrial sector in West Germany
which managed to expand its labour
force in 1983. The rise in the number
of passenger car registrations by
12.5% to 2,374,635 units indicates
that part of the backlog was met and
passenger car sales are back to their
long-term trend.



Regional breakdown of the
sales of Volkswagenwerk AG

for 1983 (million M)

Business
Developments

in 1983

World-wide the Volkswagen Group
delivered a total of 2,110,672 vehicles
to customers, approximately the same
number as in the previous year
(—0.3%). The sale of passenger cars
rose by 0.9 % to 1,901,244 whilst com-
mercial vehicle sales dropped by
9.7 % to 209,428 units. The negative
trends in Latin America, South Africa
and several countries in Western
Europe may be compared with the
increases shown particularly in West
Germany.

The Volkswagen Group took great
pains to regain a satistactory level of
Erofifqbilify through measures to

oost productivity backed up by new
products. Investment policy was fo-
cused on these points and our efforts
were complemented by the further
expansion of our sales organization.

In the regions served by Volkswagen-
werk AG 1,772,744 automobiles were
delivered to customers, 1.4 % less than
the previous year. The proportion of
passenger cars fell slightly to
1,598,469 (— 0.9 %) whilst commercial
vehicle sales dropped to 174,275
units (= 5.5%).

Domestic 14,345 (49.1 %)
Australia 18( 0.1 %)
Asiq 447 ( 1.5 %)
Africa 477 | 1.7 %)
America 3,941 (13.5 %)

Europe (excludin
ed. Rep. of ?
Germany)

9,959 (34.1 %l

Abroad

14,842 (50.9 %!

Recovery in domestic demand

The major market was West Germa-
ny which saw a recovery last year
after several years of decline in vehic-
le sales. Passenger car and commer-
cial vehicle registrations rose by

12.8 % to 2,570,206 units.

Domestic sales of Volkswagen and
Audi vehicles rose to 735,044, a total
increase of 9.3 % compared with the
previous year. The share of our
models in the passenger car market
as a whole came to 27.8 %, slightly
less than the 28.9% in the previous
year.

The Golf showed an exceptionally
dynamic trend. Although it had long
been known that this model was due
for a new generation it was still un-
disputedly the best-selling model in
Germany, despite competition which
has become more and more concen-
trated in this area ever since the Golf
first appeared. The new Golf which
succeeded its unbeaten predecessor
in September fulfilled our expectations
and followed on admirably in the tra-
dition of this market leader. The Golf
has been at the top of the annual list
of bestsellers without interruption
since 1975.

The Audi 100, which succeeded its
successful predecessor in October
1982, managed to surpass the pre-
vious market shares in the first com-
plete year of sales. Extending the
model range to include the Audi 80
quattro had a positive effect on Audi
sales with its market share rising from
59% to 7.1% in 1983.

There was a remarkable develop-
ment in the sale of passenger cars
with diesel engines. The settling down
of fuel prices and the reduction in fuel
consumption by conventional petrol
engines have resulted in considera-
ble progress as far as economical
motoring is concerned, so the trend
towards diesél failed to continue. In
fact, diesel car sales dropped by
about a fifth in West Germany alone.

1l




The Volkswagen Group, the major
domestic manufacturer of diesel cars,
was affected more than most.

Increasing confidence in general eco-
nomic recovery and the investment
allowance had a stimulating effect on
commercial vehicle sales. Despite
pressure from keener competition the
Volkswagen Group was able to in-
crease its share in the market for ve-
hicles up to a total weight of 6 tonnes
to 44.1%, thus remaining No. 1in this
sector of the market.

Difficult conditions in Europe

The adjustment of exchange rates for
the German mark in March 1983,
which was partially designed to com-
pensate for inflation, once again set
up hurdles for German exports in
Europe. There were drops in sales al-
so because of the continued reces-
sion particularly in the key markets of
France and Italy. Sales of Volkswagen
and Audi vehicles came to 608,765 in
the European large-volume markets
and were not quite able to reach the
record level achieved in 1982.

As in the previous year, the major
markets were France, Britain and Italy,
total sales amounting to more than
100,000 Group vehicles in each case.
There were considerable growth ra-
tes in Austria and our new market
Spain where our collaboration with
the SEAT company has got off to a
promising start.

2.5
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Varying trends in overseas
markets

In the United States, imported Volks-
wagen models were able to partici-
pate in the upward trend whilst the
sale of vehicles produced locally
tended to decline. In the Brazilian
market, passenger car sales manag-
ed to reach the volume achieved in
the previous year again. Despite the
continuing difficult market situation,
truck sales still managed to exceed
the albeit low level from the previous
year. In Mexico, the decline in sales
of our passenger cars was roughly in
proportion to the contraction of the
market as a whole. The downward
tendency in the South African auto-
mobile market continued into its third
year. There was also increased pres-
sure from Japanese rivals so that our
sales in this market showed a decline.

Deliveries to customers of
Volkswagen Group vehicles
(million vehicles)

Total

Abroad



Increase in sales

The level of sales depends, on the
one hand, on the level of Volkswagen
Group unit sales to the dealer organi-
zation and the total of 2,127,218
vehicles was 0.3 % above the pre-
Vious year's volume. On the other
hand the higher sales were due to the
increase in demand for up-market,
more expensive models. The figure of
40.1 billion DM for the Volkswagen
Group was 2.7 billion DM or 7.1%
above the value for the previous year.
Foreign sales only rose by 0.9% to
25.6 billion DM, thus causing the
foreign share in Group sales to drop
from 67.9% to 63.9%.

Our business policy is oriented
towards the principles listed in the
OECD guidelines for multinational
companies. Products and services
within our Group and in dealings
with all our subsidiaries are always
valued at market or cost-oriented
prices.

Volkswagenwerk AG managed to
boost its sales by 2.2 billion DM to
29.2 billion DM particularly because
of the increase in domestic vehicle

sales. Foreign sales remained roughly
constant at 14.8 billion DM (—1.7 %).
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Development of Result

During the course of the year under
report it became clear that owing to
the trend to be seen at key subsidia-
ries there would be doubts as to
whether a positive Group result could
be achieved at all for the fiscal year
1983, despite the measures introduc-
ed to reduce costs as a result of over-
all economic conditions.

Volkswagen of America returned a

ositive result again after the high
oss incurred the previous year. The
loss incurred by the TRIUMPH-ADLER
group was reduced as planned so
that the offsetting of the loss by Volks-
wagenwerk AG amounted to sub-
stantially less than the previous year.
Our Latin American subsidiaries fail-
ed to escape the continued recession
and inflation prevalent in those coun-
tries and had to put up with conside-
rable financial setbacks because per-
missible price adjustments proved
inadequate in many cases. It was im-
possible to offset the substantial los-
ses shown by these companies
against the positive results returned
by the other companies.

The Group result for the fiscal year
1983 amounted to — 215 million DM.
Despite the negative result, Group
tax expenditure came to 580 million
DM which chiefly resulted from the
high tax on the earnings of the
Group companies which returned a
profit. Volkswagenwerk AG too had
to close the year with a result of — 85
(33) million DM because of numerous
large financial burdens.

The conversion of assembly lines for
the new Golf had just as negative an
effect on the statement of earnings as
the extensive precautionary measures
which became necessary for the Latin
American subsidiaries in particular. In
addition, Volkswagenwerk AG’s
statement of earnings was considera-
bly hampered by the high deprecia-
tion‘expenses entailed in making full
use of all tax concessions available
due to the continued high level of in-
vestment over the last few years.

ORI~

Nevertheless, the healthy structure of
our balance sheet bears witness to a
prudent valuation policy. The conti-
nued increase in cash flow and the
noticeable rise in liquidity are also
proof of the fact that we were in a
position to cope well with the ex-
traordinary impediments. However,
the measures necessary for main-
taining our competitiveness in inter-
national markets prevented us from
rewarding our stockholders.

Even though, from today’s point of
view, we expect that, owing to the
considerable investments we made in
recent years and the various schemes
to save costs in all areas, an improve-
ment in the result at Volkswagenwerk
AG and - assuming business picks up
in Latin America - in the Volkswagen
Group as a whole will be feasible for
the fiscal year 1984, it was not pos-
sible to pay a dividend for the fiscal
year 1983.

Having taken into account the undi-
stributed profit from the previous year,
we have brought forward the remain-
ing loss of 59 million DM.



Research and
Development

Al essential research fields are united in
the new research center.

In 1983, research and development
work within the Volkswagen Group
continued to aim at developing
further the competitiveness of our pro-
ducts. As in the past, we were able to
integrate the various results of our
research activities into current models
or incorporate them in new designs.
Compared with the previous year, the
cost of research and development for
the Volkswagen Group remained un-
changed at 3.6 % of Group sales in
1983.

Inauguration of the new
Volkswagen Research Center

In the automobile industry it is no
longer possible to get by without pur-
suing intensive research if one is to
secure one's future by introducing in-
novative technology. As this requires
ideal facilities we decided to build a
new research center with 9,000 m? of
office and laboratory space as well
as 6,000 m? of workshop and test-bed
areas where most of our researchers
are now working. Apart from the
climatic wind tunnel, which has been
in operation since 1966, well ahead
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The new Golf




of its time, and parts of the Central
Measuring Section all research ope-
rations are housed together in the
new building.

The new Golf - the result of 5 years’
intensive development work

The most significant event at Volks-
Wo(?enwerk AG was the completion
of development work on the new
Golf which went into assembly-line
production in the summer of 1983.
With the new Golf the design con-
cept and basic engineering configu-
ration from its predecessor, which
had, as long ago as 1974, created a
new class of car, the Golf class, was
continued into the 1980’s. A vehicle
emerged which is new in every
respect and which incorporates un-
mistakable advances in all fields im-
portant for the future of automobile
manufacture - intentionally maintain-
ing stylistic connections with the pre-
Vious Golf.

Improved functionality and aero-
ynamics

The front and side views have remain-
ed typical of the Golf. The receding
front of the car and the curves illustra-
te the endeavours to achieve good
aerodynamics and bear witness to
the progress attained in this sector.

The rear view has undergone a more
profound transformation. In the inter-
ests of convenient loading and good
visibility of the rear lamps a particu-
larly striking solution was found. It
clearly separates the Golf from its
Competitors and highlights its inde-
pendence.

The car's drag coefficient of 0.34 is
almost 20 % lower than for its prede-
cessor — an extremely low level for a
car of this size and type. Apart from
general streamlining there were
Various details which made conside-
rable contributions to lowering the
dFO? coefficient, for example the flexi-
ble front spoiler, the front quarter
lights flush with the exterior, optimum
rag levels for air passing through

the front of the car, a streamlined un-
derside as well as the positioning
and shape of the external mirror.

New standards in the utilization of
space

Compared with its predecessor the
new Golf has a significant advanta-
ge in total length and width, from
which the car interior and boot have
been virtually the only features to
benefit. We have been able to pro-
vide an unusually large amount of
space for a car of this size, a fact
which can be verified objectively by
comparing specifications: for instance
the dimension indicating the level of
comfort, measured between the
plane of the accelerator pedal and
the backrest of the rear seat, has been
increased by 37 mm and the seating
area has been increased to 2.60 m?.
The difference is almost one whole
class of vehicle.

One of the advantages in using new
materials is the valuable contribution
towards reducing the weight of the
vehicle and increasing the amount of
space available. For example, we
managed to increase tank volume by
40% simply by fitting a fuel tank made
of synthetic material, thus enabling us
to make better use of space available
and increase the size of the boot. The
result is a range of up to 1,000 km for
a full tank.

Significant increases in the level of
comfort
One of the main objectives in develo-
Eing the new Golf was to considera-
ly improve on comfort. In addition to
enlarging the interior, a whole host of
new technical solutions were worked
out.

One of the main aims was to reduce
internal noise. So we incorporated
special new large-volume rubber
bearings at all points where noise
passes from the running gear to the
body. Particular attention was paid to
designing engine/transmission
suspension. A completely new design

concept for the front engine bearing
with double insulation on a separate
transverse acoustic bar plays a major
role. The exhaust system was review-
ed to produce a new type which
maintains good absorbing properties
throughout its entire service life. By
employing new materials it was pos-
sible to double the life of the system.

Together with the excellent aero-
dynamic qualities contributing to a
reduction in wind noise, deliberate
selection and positioning of absorp-
tion materials and a thourough sup-
pression of intake noise from the
engine, we have managed to reduce
internal noise by between 3 and 5 dB (A
at all speeds. Another important step
in improving the level of comfort is
the completely new heating and ven-
tilation system which now reacts im-
mediately to all changes in setting
owing to control at the fan.

The interior and instrument panel
were also designed to meet the
Golf's high standards. The fully lined
car interior was given special charac-
ter by fitting door and side panels of
functional design as well as an at-
tractively shaped headlining. Extra
comfort on the Golf can be tailored
to suit individual requirements by
ordering any one of a number of new
additional features such as power-
assisted steering, central door locking
system, air conditioning, electrically
operated windows, electrically adju-
stable and heated external mirrors
and much more besides. On the new
high-comfort top model, the Golf
Carat, these special features are all
combined, apart from the air condi-
tioning, and supplied as standard
fittings.
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The new GTI — more motoring pleasure
through higher technology and comfort

The new Golf GTl - even more
pleasure from motoring

The new Golf GTl which was intro-
duced in January 1984 will be follow-
ing on from the success of its prede-
cessor model. This superb four-seater
sports car even achieved satisfactory
growth rates in the year of its phas-
ing out in 1983, attaining its best result
to date world-wide.

With the perfection of a sophistica-
ted concept the new Golf GTl even
surpasses its predecessor's advanta-
ges. Provided with a powerful engine
it has more to offer in the way of
technology and comfort, thus ensur-
ing even more pleasure from motor-

ing.

Superior running gear guarantees
maximum safety

The running gear on the Golf has
been improved yet again. Greater
ride clearance and a longer wheel-
base ensure safety to match any re-
quirements whilst the comfort gained
by improving suspension has been
significant. The braking system was
also scrutinized and all the versions
are now fitted with Mark Il caliper
brakes at the front. The brake linings
are free of asbestos. We have taken
account of the higher maximum
speed on the GTI of over 190 km/h
by fitting lower-level high-performan-
ce running gear characterized by
firmer matching of springs and absor-
bers, by stabilizers on front and rear
axles and by disc brakes on the rear
wheels.

Reduced fuel consumption despite
higher engine performance
Experience acquired during the ener-
gy crisis and during the years to fol-
low has demonstrated that although
reduced fuel consumption continues
to rank high on the buyer's list of prio-
rities the majority of customers do not
wish to purchase this advantage if
they have to sacrifice engine perfor-
mance. This was the gui(?eline when
we were deciding what size of engine
and what level of fuel consumption
the cars should have.

Along with the transmission, the entire
range of petrol engines has been
reviewed and matched to the new
vehicle. The 1.3 1 40 kW engine is
new. lts compression ratio is 9.5:1, it
works according fo the high compres-
sion system (HCS) and requires only
low-octane petrol. The main feature
of the new 1.6 | and 1.8 | engines is
high torque at low engine speeds. Al
the carburettor engines have gover-
nor carburettors and the 1.6 | and 1.8 |
engines are also fitted with an over-
run cut-out which serves to reduce
fuel consumption. Although engine
performance was improved, petrol
consumption was reduced by up to
16%. The 1.3 1 40 kW engine requires



an average of less than 7 | of low-
octane petrol over 100 km. The Formu-
la E version of the Golf, with its stan-

ard automatic stop/start system re-
quires only 6.4 1/100 km, that is 9 %
less than on the ordinary version.

The new Golf - great value for
money

The new Golf, which has grown by
almost an entire class of vehicle, pro-
vides more comfort and better driving
performance; active and passive
safety has been increased yet again
while fuel consumption has been re-
duced. On the basis of these criteria
a jury of interhational motoring jour-
nalists awarded the new Golf the
“Golden Steering Wheel” as soon as
it appeared on the market. At the be-
ginning of 1984 this model was also
chosen as “Sensible Car of the Year”,
well ahead of its rivals.

The good value which this car offers
fhe customer is also due to the follow-
Ing advantages:

~ Consistent high quality, guaran-
teed by largely automated assem-
ly and continuous checking pro-
cedures.
= Above-average service life, borne
out by the long guarantees which,
as yet, are only offered by Volks-
wagen and Audi.
Even better maintenance and servi-
ceability allowing intervals of up to
15,000 km between maintenance
checks and low-premium insurance
classification.

Itis these features, coupled with the
frustworthiness of model consistency,
which form the basis of this car’s
renowned high resale value. When
the customer buys a new Golf, he is
Acquiring considerably better value
Or money.

The STUDENT — a research project
which has aroused a great deal of
interest

STUDENT - prototype for the
smallest class of car

Apart from the hard work put into the
new Golf and the further improve-
ment of our other models, we pressed
on with other research and various
special projects. One of the projects
which our engineers were working on
was the possibility of developing a
car smaller than the Polo.

The STUDENT is a typical research
project, that is, it is a kind of proto-
type for testing design, features,
materials and new technology. The
concepts realized in this s’rudgy can
potentially be implemented in all
future vehicle development work. Dur-
ing the processes of development
and decision-making over the next
few years we will be able to establish
whether and in what way the new
ideas tried out in this research project
can be incorporated in the future
range of vehicles manufactured by
the Volkswagen Group as a whole.
The initial test drives were carried out
on the STUDENT towards the end of
1982.

The result of this development is a
small, highly manoeuvrable vehicle
which is significantly smaller than the
Polo. The floor area of the interior,
which is a key indication of comfort,
is 2.31 m2 in the case of the STUDENT,
an unrivalled figure in the subcom-
pact class.

The vehicle can be fitted either with a
37 kW engine or a 54 kW one and
achieve a maximum speed of 157 km/h
or 178 km/h respectively. On the stan-
dard European drive petrol is consu-
med at 5 /100 km or 5.8 /100 km re-
spectively. These extremely low levels
of fuel consumption have been achiev-
ed not least because of the reduction
of drag to an absolute minimum.



Intensifying research into exhaust
fumes

The many years of experience acquir-
ed by our R&D Division in the clean-
ing of exhaust fumes have made it
possible for us to design almost all
the vehicles we manufacture in Ger-
many so that they not only reduce
fuel consumption considerably but al-
ready comply with the ECE R 15/04
exhaust emission regulation, which
will only come into effect in the EEC
in 1986, and thus make a substantial
contribution to protecting the environ-
ment. Carbon monoxide emission has
been reduced by more than 45 %
since the first drop in 1971, hydrocar-
bons by more than 32 %. The level of
nitrogen oxide has been restricted
since 1977 and reduced by more than
21.5% altogether. The total emission
of these gases from passenger cars
has thus receded so the environment
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will benefit from every brand-new
vehicle to come on the road and re-
place an old one, not least because
of the better fuel consumption.

The Volkswagen Group stepped up
the intensive research which has
been going on for a long time into all
the factors connected with exhaust

fumes, particularly the effects on man.

Even though there is no substantiated
evidence of the actual consequences
of exhaust fumes for human health,
especially as far as the interaction
between exhaust fumes and other
emissions is concerned, we are cur-
rently developing various technical
solutions which enable emissions to
be reduced even further.

Most advanced analytic system for
exhaust emissions




Continuation of the innovative

evelopment program at AUDI
Technical development at AUDI in
1983 was particularly occupied with
the systematic further development of
their new generation of cars which
has found stylistic and technological
continuity in the Audi 100 Avant and
the Audi 200. The Audi 100 Avant is a
Successful synthesis of high practicali-
ty, elegance and economy. Its drag
Coefficient of 0.34 puts it at the top of
the league above all other series cars
In its class.

When the Audi 200 was launched
we were witnessing the birth of a
new top-class vehicle with regard to
comfort, space and road performan-
ce. For the most powerful version
there is a 134 kW/182 bhp 5-cylinder
turbo injection engine available
representing state-of-the-art technolo-
gy. The power of its engine and its
exceptional aerodynamics have
made the Audi 200 one of the most
fuel-saving vehicles of its size while its
streamlined design and top speed of
230 km/h have rendered it one of the
fastest factory-built saloons in the
world. Maximum road safety is taken
care of by high-performance running
gear coupled with the latest design
of anti-blocking system which is stan-
dard on the turbo version.

The new Audi 200 — convincing in
performance, safety and comfort



The Audi 100 Avant — the most versatile
Audi of all time

Since November 1983 the Audi 80
quattro has also been available with
an 85 kW/115 bhp 5-cylinder injec-
tion engine as a lower-cost alter-
native.

The new Audi Sport quattro is a high-
performance sports coupé which,
compared with the standard quattro,
is shorter, lighter and much easier to
handle. The special technical feature
on the 5-cylinder injection turbo engi-
ne is that there are four valves per
cylinder. At 100 kW/136 bhp it is also
the most powerful standard petrol
engine per litre of engine capacity.

The Audi 80 quattro — outstanding
traction in any terrain
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Development activities being
pursued by subsidiaries

Different customer habits, different
competition situations and profitabili-
ty parameters, very different motoring
conditions, new laws and various
calls for national shares in production
have led to a situation whereby we
are compelled to have our subsidia-
ries carry out development work lo-
cally.

At the various subsidiaries we have
gone over to establishing national

evelopment departments which
carry out the necessary development
work on adaptation. In this way the
know-how transferred can not only
be used to the full by the technical
development departments but can
also be passed on to suppliers’
research and development depart-
ments for specific purposes.

This policy of centralized R&D (Volks-
wagen and AUDI) and decentralized
evelopment work on adaptation at
a local level leads to an optimization
of the cost/benefit ratio for research

and development:

= A unified, harmonized basic con-
cept is guaranteed by the centrali-
zed R&D within the technical and
financial scope necessary, thus
avoiding duplications.

Adjustments to a certain market
can be implemented to take ac-
count of specific requirements with
speed and flexibility and do not
make the basic product any more
expensive.

=~ Subsidiaries can benefit to the full
from having available the entire
range of know-how prepared at
the centralized R&D, staffing and
equipment being harmonized to
perfection so as to ensure lower
costs and less investment.

The sets of equipment required for
the work performed by a technical
development department, such as
testing facilities and laboratories, are
planned so that the development
work can be carried out according to

standards laid down by Volkswagen-
werk AG.

About 1,600 R &D staff are working
for subsidiaries, that is, almost 18 % of
the entire potential in this field is
abroad.

Audi 100 in the wind tunnel — one of the
most aerodynamic production saloons

It was with the assistance of the local
technical development departments
that the Gacel in Argenting, the
notchback version of the Gol which
was chiefly developed by Volkswa-
gen do Brasil, the Audi 100 in South
Africa, the Santana and the Golf/Jetta
in Nigeria were put into production.
In Brazil and in Mexico series produc-
tion of the Santana was commenced
in spring 1984. This model has thus
become a world-car for the Volkswa-
gen Group alongside the Golf.
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Motor Sport

Motor sport is still a direct expression
of peak technical performance and
as such is gaining popularity. In
recent years this sport has become
more and more the domain of the
automobile industry.

Volkswagenwerk AG and AUDI NSU
AUTO UNION AG are very actively
engaged in motor sport, their inten-
tion being to present to the public the
ingenuity and level of technological
ogvoncemenf to be seen on the two
makes.

Our objective in motor sport

For the Volkswagen make it is surely
the demonstration of technological
competence which must be placed at
the forefront of any sporting activities
we undertake, aiming at a direct
effect on the current series. This ob-
jective also determines the type of
sport Volkswagen becomes involved
in for the large-series vehicle class.
logically, the Volkswagens entered for
motor sport events display technical
know-how and creativity with stron
emphasis on the series vehicle (Gol?
GTl, Polo GT, Scirocco, Formula 3/GTl
enginel.

The events themselves and the activi-
ties initiated guarantee a broad base
of publicity at regional, national and
international levels. The sporting pur-
suits of the Volkswagen and Audi
models can thus be regarded as
highlights which repeatedly draw
attention to the series vehicle. Such
activities enjoy wide public interest.

AUDI drive in the most technically ad-
vanced class, in accordance with
their role within the Group. The vehic-
les entered by AUDI for motor rallies
are not cars which are specially built
for motor sport but are all taken from
the standard range of Audi models.
Since research and development on
racing cars and assembly-line cars
run parallel at AUDI, the technologi-
cal lead achieved from the extreme
conditions of competitive sport is
always incorporated in assembly-line

production. The valuable experience
?oined at rallies with regard to per-
ormance of the transmission, running
gear and engine thus also serves to
benefit the basic model.

AUDI's permanent all-wheel drive has
not only carved new roads into rally-
ing but has also given automobile
technology new impetus. Successful
participation in many international
motor sport events proved the reliabi-
lity of the unique engineering used on
the Audi quattro transmission. The
quattro’s sporting successes have
made a considerable contribution
towards bringing fame to the Audi
make and making the all-wheel drive
so popular.

The Audi Sport quattro will form the
basis for all future company partici-
pation in rallying. In addition it also
offers all private motorists with spor-
ting ambitions and qualified tuners
the opportunity of achieving success
in motor sport.



The entry-point for talented budding
rally drivers — the YW Polo Cup

The Golf GTI — also very successful in
the Monte Carlo Rally

The Audi quatiro — admired by
enthusiastic spectators
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Volkswagen and Audi have been
very successful

The 1983 season may be regarded as
the most successful year in motor
sport for Volkswagen to date, both at
a national and international level.
Never before have cars and engines
from Wolfsburg managed to make
such a significant, lasting mark on title
competitions with European honours
at stake. Apart from winning the Euro-
pean rally-cross championship and
holding onto the German Formula 3
title there were two European run-
ners-up awards as well as three
national successes in Switzerland,
four national titles in Belgium and a
championship win both in Scandina-
via and Britain.

In amateur motor sport the main
attention was focused on promoting
up-and-coming drivers. The new Inter-
national VW Polo Cup and the Inter-
national Golf Rally Cup provided two
well-rewarded racing series as an
opportunity for young talented racing
and rally drivers.

AUDI were also very successful in
their third year of company engage-
ment in rallying. Apart from winning
the rally-drivers’ world championship
and a runners-up award in the manu-
facturers world rally championship
AUDI managed to achieve 13 natio-
nal championship titles in Europe and
overseas.

The Monte Carlo Rally in January
1984 was a great success for the Audi
quattro, so too the Swedish Rally in
February 1984. The three AUDI works
teams participating convincingly gain-
ed the first 3 places. Out of the 26
assessment runs at the Monte Carlo
Rally AUDI alone won 24, thus clearly
proving once again the superior,
reliable engineering which has gone
into the Audi quattro.
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Production

In the fiscal year 1983 the Volkswa-
gen Group manufactured 2,115,924
vehicles, 0.7 % less than the previous
year. Domestic production came to
1,413,358 units, the rise of 2.4 % being
due to the considerable increase
during the second 6-month period.
Foreign production, on the other
hand, fell to 702,566 vehicles

(—6.2 %) and had to be dampened to
allow for the market situation, particu-
larly during the second half of the
year. The Volkswagen Group produ-
ced a total of 1,910,250 passenger
cars, that is 0.9 % more than the pre-
vious year, whilst commercial vehicle
production fell by 13.0 % to 204,974

units.

Increased commercial vehicle pro-
duction at Volkswagenwerk AG
In 1983 Volkswagenwerk AG produ-
ced 1,179,993 vehicles, that is 1.4 %
less than the previous year. The pro-
duction of passenger cars fell by
2.6% to 1,029,910 units. Commercial
vehicle production, on the other
hand, rose by 7.4 %.

Short-time working, which was begun
towards the end of 1982 in order to
adapt to dwindling demand and to
restrict stocks at of? Volkswagenwerk
AG's plants, was only necessary dur-
ing the first quarter of 1983, with the
exception of the Hanover plant.

New production facilities for the
Golf class

The emphasis of our work was on
preparing and implementing the
model change in the Golf class. After
intense staff training the Wolfsburg
plant and the assemblies plants at
Brunswick, Kassel and Salzgitter
began series production of the new
Golf. After the Brussels plant had also
commenced production of the new
Golf in November and the Wolfsburg
plant began producing the new Jetta
in December, daily production was
up to 2,000 Golf/Jetta vehicles by
the end of the year. The 100,000th
new Golf soon came off the assemb-
ly line on December 22, 1983.

For the new Golf a new type of pro-
duction technology was used which
combines an increase in productivity
and further improvement of quality
with humane working conditions and
an increase in staff identification with
their jobs. This concept was put into
practice in mechanizing vehicle
assembly in the new Hall 54 for Golf
production at the Wolfsburg plant
and in increasing the mechanization
of running-gear production at the
Brunswick plant.

Sophisticated production proces-
ses at all the plants

long-term economic improvements
were achieved in bodyshell assembly
with the aid of mechanized produc-
tion using integrated welding robots.
Apart from the significant improve-
ments in quality and productivity the
equipment has a high level of reusa-
bility for subsequent generations of
products. For part of Commercial-
body construction the Hanover plant
increased the level of mechanization
in bodyshell assembly accordingly.

A highly modernized production
process was set up for assembling
the vehicles in the Passat series in the
new Hall 7 at the Emden plant.
Special components here consisted
of a newly designed checking area
for final inspection and a newly
developed correction area which
was the first of its type to be used
under production conditions.

The foundation stone for a new
permanent mould foundry was laid at
the Hanover plant for producing
light-alloy castings by modern, eco-
nomic methods, taking into account
the particular effects which a foundry
has on the environment and working
conditions. As of 1984, 26,000 tonnes
of light alloy will be turned into cylin-
der heads and suction tubes every
year according to the most sophisti-
cated techniques.
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Computer-aided design — representa-
tion of a press tool for outer door skin
on the screen (left)

In the field of parts production for
assemblies a wide range of technolo-
gical improvements were implement-
ed. A trend-setting concept for manu-
facturing drive shafts will be gradual-
ly adopted at the Kassel plant over
the next few years.

Computer systems — the engineer’s
tools both now and in the future
Now that computer systems have
been integrated into production to a
|orge extent, appropriate efforts
became necessary in the creative
fields of production planning. The
increasingly sophisticated production
technologies, the ever shorter innova-
tion cycles and the standards of qua-
lity and efficiency in design procedu-
res can in the future only be handled
y employing computer systems.

Now and over the next few years the
emphasis of this development is on
the field of computer-aided design
and computer-aided manufacturing

(CAD/CAM. - b-R-0-0-1-]-]

Here too, Volkswagen have taken the Gl O @ ; & @
Necessary steps to keep abreast of
this world-wide trend.

Further humanization in production
The huge investments involved incor-
Porated a wide variety of measures
to make working conditions more
humane. Continued ergonomic job
esign was achieved in all the new
Production facilities. Extensive use
Was made of a reduction in the
amount of heavy work made possible
Y new technologies in the various
ields of production such as the press
shop, bodyshell construction and
assembly. In a few production areas
such as bodyshell assembly it was
Possible to transfer the bulk of heavy
Physical welding work to appropriate
€quipment. This meant it was increa- Automatic optoelectronic 100%
singly feasible to employ particularly checking of a rear brake
older workers in these areas. The
Possibility of using the experience
acquired in one's profession and the
resulting acknowledgement received
When one takes over new tasks serve
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to improve the quality of work dis-
played by such employees conside-
rably. Within the scope of measures
taken all production areas saw a far-
reaching breakdown in the close ties
between man and machine. Coupled
with these improvements due to the
assumption of various other tasks, the
new forms of work organization thus
created have led to an increase in
staff qualification requirements.
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Production plant at San Justo
in Argentina

Significant increase in production
at AUDI

In 1983 AUDI manufactured many
more cars than in the previous year.
Expansion of production required
considerable recruiting for assembly
and numerous special shifts. Average
daily output increased by 196 to 1,650
units.

Owing to the rise in demand for the
Audi 100 models and the Porsche
924/944 manufactured on behalf of
Porsche AG their shares of overall
production have changed compared
with the previous year. The propor-
tion accounted for by the Audi 100
series rose from 28.9 % to 42.0% and
that for the Porsche vehicles rose from
6.2% to 7.8 %.

Apart from boosting the volume of
production and launching new
models AUDI were particularly con-
cerned with continuing factory mo-
dernization in 1983. One ought to
draw particular attention to the fact
that work was begun on constructing
a new assembly hall at the Neckar-
sulm plant, which will be put into ope-
ration in summer 1984. At both plants
the paint-spraying equipment has
bgen further automated and perfect-
ed.

Declining production at most
foreign subsidiaries

Production cutbacks were necessary
at most subsidiaries on account of
reduced demand. In particular, one
ought to mention the significant drop
in production at Volkswagen de
Mexico by 39.7 % to 86,607 vehicles.
Volkswagen of South Africa also con-
siderably reduced the volume of pro-
duction by 9,888 vehicles, a drop of
19.1%. Although Volkswagen of Ameri-
ca managed to increase volume by
8.8 % compared with the very low le-
vel of the previous year 1982, utiliza-
tion of production capacity continued
to be unsatisfactory. Westmoreland
assembly plant has only one produc-
tion shift for the present.

There were considerable increases in
production at Volkswagen Argentina
owing to the great popularity en-
joyed by the new Gacel; the same
applied to our Yugoslavian offiliate
TAS as a result of stabilization in
Volkswagen Caddy production.

The higher production volume at
Volkswagen do Brasil during the first
six months of 1983 may be contrasted
with the lower utilization of capacity
during the second six months due to
less demand. Total production was
increased by 5.3 %.



Volkswagen commercial vehicles
combine a high degree of economy
with maximum utility.

Production broken down by model: Average daily production
broken down by
Group company:

Passenger 1983 1982  Commercial 1983 1982 Vehicles/

cars vehicles day

Golf 611,449 640,850  Golf pick-up/ Volkswagenwerk AG" 4,898

Jetta 136,895 154,805  Caddy 15348 15509  AUDINSU

Polo/Derby 166,246 175,245 AUTO UNION AGY 1,508

Passat 244,173 219,795  Commercial 155,500 188,681 Volkswagen do Brasil" 1,441

Santana 52,601 57,491 Volkswagen Bruxelles 613

Scirocco 43,480 45349  Heavy van ([T) 21,633 21236  Volkswagen of America 464

Audi 80 163,623 166,446 Volkswagen de Mexico 410

Audi Coupé/ Volkswagen Volkswagen of South Africa 220

quattro 29567 34478  trucks 2,594 2,085  Volkswagen Argentina 75

Audi 100 164,888 101,089 Volkswagen Caminhdes 16

Audi 200 6,160 10,083  Volkswagen-

Beetle 119,745 138,091 M.AN. trucks 2,937 2,034

Gol 71,006 57,032

Voyage 85,136 81,696  Other ! Excluding knocked-down vehicles
commercial delivered within the Group;

Other passenger vehicles 6,962 6,118 AUDI NSU AUTO UNION AG

cars 15,981 11,962 excluding Porsche 924/944
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Bodyshell measurement with computer-
aided machines (left

Parts being manually checked for dimen-
sional accuracy

Quality Assurance

Quality assurance is always particu-
larly important when a new model is
launched. This was also the case in
the preparation work and launching
of the new Golf. One of the tasks
which Quality Assurance had to
come to terms with in 1983 was how
to combine a new model with a new
production technique and meet the
high expectations of Volkswagen
customers from the outset.

Assuring quality by interdepart-
mental collaboration
The main factor here was the good

collaboration between all concerned.

The people from Research and Deve-
lopment, Production, Purchasing and
Quality Assurance established strate-
gy on a joint basis right from the be-
ginning. It also involved defining and
approving quality targets, taking into

account the situation with respect to
competition and market expectations.

A project team was established
whose chief responsibility it was to
promote interdepartmental collabo-
ration and control scheduling.

Improving quality by putting past
experience into practice

In quality planning for the new Golf
the matured experience acquired
over nine years of Golf production
have brought to light room for impro-
vement: teams of specialists worked
on “Acoustics”, “Corrosion” and “Elec-
trics” etc.

Minimizing tolerances

The simultaneous introduction of the
new Golf and mechanized assembly
at Hall 54 served to emphasize what
had always been a foregone conclu-
sion, namely the fact that the tools for
part production had to be made with
maximum precision. Tolerances had
to be restricted to an absolute mini-
mum. For each of these tools the
manufacturer had to ensure that the
finished part complied with the draw-
ing in every way.
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Smooth start to series production
In order to be able to cope with the
work involved in parallel production
of old and new Golf parts in the
various departments, additional
workers were transferred to Quality
Assurance on a temporary basis. The
increase in labour was due to the
sampling of purchased and manufac-
tured parts, gauge clearance at the
various manufacturers all over the
world, commencement of production
at the new Hall 54 and increased
vehicle inspection. However, these
were crucial factors if series produc-
tion of the new Golf was to get off
the ground smoothly. Quality Assu-
rance played a major role in guaran-
teeing the high quality of the new
Golf right at the start of production.

Two and a half million kilometers
— fitness for everyday motoring

For well over 100 pilot vehicles it was
a case of “do or die”. These cars were
driven under realistic everyday condi-
tions on the VW test area at Ehra-Les-
sien. This is necessary in order to ob-
tain experience as soon as possible
of the car's behaviour in everyday si-
tuations to supplement trial runs for
research and development.
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Fully-automated checking of torque and
turn angle of wheel nuts

Ehra is the ideal test area for subject-
ing the car to any everyday driving
situation possible. Apart from about
20 km of motorway, it has country
roads with varying surfaces and incli-
nes. The test area can also be used
to carry out town drives. A journey
through the center of a city has been
simulated, complete with stops at traf-
fic lights. At out-of-the-way Ehra the
technicians find everything they need
to assess the new car with regard to
fitness for years of everyday use be-
fore series production is commenced.
It also involves a special corrosion
test course designed by R&D. After
three and a half months the vehicle
ages just as quickly as if it had been
moved about in normal traffic for six
years. Having completed appropriate
investments in production and having
incorporated certain design features
on the vehicles themselves, the infor-

mation gained from simulating such a
long period of time has enabled us to
give vehicles in Europe a 3-year gua-
rantee against damage to bodywork
paint and a 6-year guarantee
against rusting through. It is only
Volkswagen and Audi passenger
cars which offer such an extensive
guarantee.

Employees from Production and Qua-
lity Assurance also drove these vehic-
les under normal traffic conditions —
every day in two shifts, altogether
covering two and a half million kilo-
meters.



Eyoluoﬁon runs from customers'
viewpoints at the proving ground at
Ehra-Lessien

The Golf on the hydropulse machine

Quality right from the start of
production

The very first car to be delivered from
any new generation of models must
match customers’ expectations as far
as quality is concerned. We have
thus endeavoured to ensure that
when the new Golf was brought onto
the market it would be up to the
customary Volkswagen standard of
quality right from the beginning of
series production. All the various
measures to assure quality included
close collaboration between the
Company and dealers. The VA.G
partners were quick to report back to
the Company about the customer
reaction to the new vehicles. The
result was convincing; the VA.G part-
ners and customers were enthusiastic
about the quality of the new Golf.

This brings us back to the beginning.
With the best launch ever Quality
Assurance has completely fulfilled its
task of ensuring a high level of quali-
ty right from the start of production.
The enormous investment is begin-
ning to pay off, as is reflected in the
number of orders for the new Golf
and the new Jetta.
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The volume of purchasing for the
Volkswagen Group world-wide rose
by 3.2 % to 24.2 billion DM in 1983.
Volkswagenwerk AG's share rose by
4.3% to 14.0 billion DM, 1.0 billion
DM being accounted for by produc-
tion materials and 3.0 billion DM by
capital goods and services. At AUDI
purchasing requirements rose by
17.3% to a total of 4.4 billion DM
owing to the high rise in production.

As in previous years, the past fiscal
year saw the Volkswagen Group's
hi%h level of procurement making a
substantial contribution to keeping
the supply industry busy, particularly
the large share of medium-sized
suppliers. World-wide the Volkswa-
gen Group worked with over 30,000
suppliers, 15,400 of whom were in
West Germany.

Delivery of preassembled dashboards
In correct order for the vehicles

Purchasing and
Logistics

Special demands were made of
our suppliers

In 1983 the launching of the new Golf
and Jetta models, the Audi 200 and
a series of further additions to the
Volkswagen and Audi range of mo-
dels made special demands of our
partners in the supply industry with
regard to engineering and quality.

Our domestic and foreign suppliers’
flexibility and motivation made an
essential contribution to the fact that
the sophisticated production facilities
for the Golf and Jetta models were
put into operation on schedule while
additions and alterations to our
range were carried out as planned.

Sharing work with the supply
industry

Rapid technological advancement in
motor vehicle construction requires a
considerable sharing of work with
highly qualified suppliers. It is the
main task of the Purchasing Division
to make this collaboration as efficient
as possible and ensure it can be
relied on in the long term.

The Purchasing Division is in the fortu-
nate position of being able to draw
on a broad spectrum of reliable
suppliers in Germany. However, the
potential of foreign suppliers must
also be utilized to ensure the best
possible level of engineering and
quality and to guarantee regular

supply.

As in previous years, 1983 also saw
great advances in increasing the
local content in production at our
foreign vehicle-producing subsidia-
ries. However, particularly in South
America, economic problems are
increasingly affecting our subsidia-
ries’ and reliable suppliers’ joint
endeavours to bolster the efficiency
of local supply industries by transfer-
ring modern technologies and setting
up new production plants.

New logistics concept at
Volkswagenwerk AG

After completion of a stage of intense
preparation, work was begun in
September 1983 on gradually realiz-
ing a new concept in logistics at
Volkswagenwerk AG. By contrast
with the method used to date the
responsibility for managing and con-
trolling material within the entire
mcnu?oduring process has now been
placed in one pair of hands.

The new logistics organization has
been created by combining the
various logistics tasks involved in the
Purchasing and Materials Administra-
tion as well as in Production and in
Sales.

The aims of the new concept in
logistics are:

— to improve readiness for delivery
by reducing processing times for
orders

~ to reduce stocks at all stages of
procurement and production

~ to minimize the level of logistics
costs.
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As at December 31, 1983 the Volkswa-
gen Group employed a total of
231,710. Compared with the figure at
the end of 1982 this meant a c?rop of
7,406 employees or 3.1%.

In Germany the reduction in the size
of workforce by 1.1% to 156,280 was
particularly due to the laying off of
staff at Volkswagenwerk AG and
TRIUMPH-ADLER AG. At the six plants
run by Volkswagenwerk AG the num-
ber of employees was reduced by
4,361 to 114,522 (— 3.7 %). AUDI NSU
AUTO UNION AG raised its size of
workforce by 2,962 to 33,589

(+9.7 %) on account of the increased
production.

Llower demand and structural adjust-
ments at our foreign Group compa-
nies led to a reduction in the number
of employees to 75,430 or 7.0% less
than the previous year. In Brazil, over
2,500 employees have accepted the
company's offer of voluntary redun-
dancy. The rise in the number of staff
at Voﬂswagen de Mexico was a
result of the change in model mix in
production and the related 2-shift
production for the Beetle.

Adapting to different volumes of
production

Different market situations, particular-
ly in the European large-volume mar-
kets, and the difficult situation in the
commercial vehicle sector meant for
Volkswagenwerk AG that the size of
workforce had to be cut down to
adapt to the reduced volume of pro-
duction. The laying off of staff was
achieved by taking advantage of
retirement arrangements and by fail-
ing to compensate for fluctuations.
3,292 employees, i.e. 83.2% of those
entitled, took advantage of the early
retirement scheme practised at Volks-
wagen. It meant that all our trainees
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Personnel
and Social Matters

Structure of

labour cost

of Volkswagenwerk AG
in 1983

49.8 (49.3) % Wages and salaries

Social expen-
11.9(12.2) % ditures-compulsory

Social

9.6(10.3) % benefits-compulsory

Pension expenditures
7.8 5.7] % and voluntary payments

Additional
20.9 (22.5) % social benefits

could be given the opportunity of
being taken on permanently when
they had passed their final qualifying
examinations.

The workforce structure at Volkswa-
genwerk AG changed slightly in 1983;
the ratio of salaried staff to wage
earners was 1:4.6 compared with
1:4.8 the previous year.

In the year under report the duration
of short-time working was different for
the various Volkswagenwerk AG
plants.

Rising number of trainees

It is because we have a social and
political responsibilir\ﬁ to the region
that Volkswagenwerk AG currently
has more trainees than it needs skil-
led employees. In 1983, 1,355 trainees
were recruited for industrial engineer-
in? and commercial vocations. All in
all there were 3,927 young trainees
at the end of the year, each partici-
pating in one out of 32 recognized
training schemes. Since the 1974
recession the number of trainees has
continued to rise; it has more than

doubled.

50.2 (50.7) % Fringe costs



In the light of the increasing gravity of
the situation on the job market for
trainees, Volkswagenwerk AG resol-
ved to expand its training capacity

Y pursuing an extra recruiting cam-
paign and engaging another 150 trai-
nees on February 1,1984. It may be re-
garded as a continuation of the trend
towards offering vocational qualifica-
tions which are tuned to current levels
of technological and commercial

now-how.

The foreign Group companies also
meet their obligation to train young
people. On local labour markets, it is
very difficult to find skilled workers
who are up to the high standards re-
quired by our methods of production.
However, it is not only for the purpo-
se of keeping competitive that the
Volkswagen Group spends a lot of
money on training young people in
countries where it is based but also

ecause it feels a certain amount of
responsibility for economic and social
advancement in the various countries.
Training is based on the concept
established by Volkswagenwerk AG
In accordance with the relevant
national laws concerning vocational
fraining. A few subsidiaries expanded
their schemes for post-graduate trai-
nees in order to meet the demand for
highly qualified staff. In South Africa
Q company fraining center was built
during the year under report.

There is more and more coordinated
collaboration between the training
departments at foreign subsidiaries
and Volkswagenwerk AG. It combi-
nes the independent and responsible
training activity of these companies
with the Group’s managerial and so-
cial objectives against a background
of national characteristics.

At the end of the year, there were
925 trainees working for foreign
Producing companies. Volkswagen
was thus making a substantial contri-

ution to overcoming the current lack
of jobs for trainees in the countries
concerned.
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Workforce and labour
cost of Volkswagenwerk AG
(1972 =100)

Labour cost
[excluding old-age pensions)
per employee

Average
workforce

Workforce of the
Volkswagen Group
at year end
(thousand employees)

Total

Abroad
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Within the field of follow-up training
the emphasis is placed on electronics,
hydraulics, pneumatics and communi-
cation engineering. In order to meet
the rapidly growing demands in times
of technological change, Wolfsburg
Training Center extended its training
laboratory for microprocessor engi-
neering and completed the plannin
for a further laboratory for numerico?
control engineering and computer-
aided design.

In the field of general executive train-
ing 2,040 executives and manage-
ment trainees from domestic Group
companies took part in 113 in-house
seminars. These seminars focused on
making the effects of technological,
economic and socio-political chan-
ges on management and coopera-
tion within the Group evident so that
they can be mastered.

Greater continuity due to new pay
agreements

For the employees at Volkswagen-
werk AG new pay agreements with a
term of 15 months came into force on
February 1,1983. The new agreements
provided for a 4% average increase
in wages and salaries, which means
an annual rise of 3.2%. At the same
time, trainees’ pay was increased at
all levels by 33.—— DM across the
board.

In its capacity as a major industrial
company, Volkswagen has always
been aware of its responsibility to the
economy and population of the
various countries where it is based.
Depending on the characteristics of
the job involved, employees working
for the Volkswagen Group are paid
on performance so they may earn
more than the wages laid down. No
distinction is made with regard to sex,
colour or nationality. Indeed Volks-
wagen are endeavouring to promote
the integration of minorities world-
wide.
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Slight increase in labour cost
Although the average number of em-
ployees fell in the fiscal year 1983, the
Volkswagen Group's labour cost rose
slightly by 2.5% to 12,371 million DM.
However, compared with sales the
share accounted for by labour cost
fell from 32.2 % the previous year to
30.9% in 1983. At Volkswagenwerk
AG labour cost amounted to 7,324
million DM (+8.0%).

The increase in absolute terms may
be attributed to pay rises at home
and abroad, to changes in social
insurance and the additional pay-
ments connected with early retire-
ment schemes. Less short-time working
also contributed to the rise in expen-
diture. Fringe costs accounted for
50.2 % of total labour cost.

The number of former employees and
their surviving dependants who are
receiving a Company pension rose to
21,406 as at December 31, 1983.

The statutory adjustment of pensions
to keep up with the cost of living led
to higher payments to 2,774 pensio-
ners as of January 1, 1983.

The high quality of suggestions for
improvement

Suggestions for improvement made
by our employees continued to play
an increasing role in bringing about
cost savings and improving the quali-
ty of products, procedures and wor-
king conditions. Judging from the rise
in ’rﬂe number of suggestions by
23.4% to 34,542 there is a clear ten-
dency for staff to show motivation
and identify themselves more and
more with the Company.

With the aid of the suggestion sche-
me used as a personnel management
instrument we have managed to
make increasing use of employees’
intellectual potential at home and
abroad, not only for the benefit of the
Company but also for the material
benefit of employees. The total
amount of bonuses awarded rose to

9.7 million DM during the year under
report (8.1 million DM the previous
year). We awarded the maximum in-
dividual bonus of 100,000 DM seven
times in all. The considerable increa-
se in the total amount of bonuses
awarded gives an indication of the
quality of the suggestions submitted
and the success of the ensuing mea-
sures.

Health care as a precaution and
benefit

The work performed by the industrial
medical staff within the Volkswagen
Group is oriented towards the spe-
cial importance aftached to industrial
medicine and health care by Compa-
ny policy. The catalogue of tasks to
be performed by the medical services
at the various plants considerably
surpasses the guidelines laid down
by the Law on Industrial Safety.

It is particularly in foreign subsidiaries
that health care proves to be an ef-
fective complement to national health
care. In several countries our subsi-
diaries’ health departments constitute
the main pillar of medical care so
that plant doctors also treat em-
ployees’ dependants. The work per-
formed by the health departments thus
goes well beyond that of industrial
medicine and makes a considerable
contribution to people's health within
the catchment area of the plants.
Activities range from preventive mea-
sures, treatment of tropical diseases,
injuries caused by accidents to the
treatment of sprains and colds. The
main priorities are preventive health
care and the early consultation of
industrial health officers to obtain
advice on planning new places of
work and on changes in production
facilities, working materials and
process techniques.

The Company's plant doctors were
able to employ all their various expe-
rience in trade associations, other
organizations and in discussions with
institutes and professors concerned
with industrial medicine. Close co-



operation with such institutions has
set new standards for future tasks,
objectives and activities involved in
health care.

Less accidents at
Volkswagenwerk AG

An unremitting safety concept forms
the basis of accident prevention at
the place of work which continued to
improve in the fiscal year of 1983.
Supported by specific measures
taken at Volkswagenwerk AG's
various plants, the accident frequen-
cy index per million working hours fell
from 18.5 to 16.9. The excellent posi-
tion of Volkswagenwerk AG in the
field of industrial safety can easily be
seen by comparing our statistics with
those of the other employers’ liability
insurance associations in West Ger-
many.

Absences on the decline
In 1983 the percentage of absences
due to illness at Volkswagenwerk AG
fell from 7.7 % to 7.5%. The level of
absence, not including works holi-
ays and days of short-time working,
was 16.9%, 0.3 points less than the
Previous year.

However, this positive trend cannot
yet be regarded as satisfactory when
One compares our results with car
companies in other countries. For this
reason, Volkswagen are endeavour-
Ing fo improve preventive health care
even further with the aid of precautio-
nary measures such as inspections of
Places of work, vaccinations and pro-
Phylactic checkups. The Company is
also making great efforts to eliminate
the other reasons behind the problem
of high absenteeism.

Additional accommodation for
staff
Volkswagenwerk AG continued the
Measures involved in creating addi-
fional accommodation for staff over
and beyond the total number of
about 19,300 dwellings which have
een sponsored since 1948. The
ompany also made a considerable

contribution to property creation by

granting building loans to employees.

Employees took advantage of low-in-
terest building loans totalling 34.6
million DM and 1,588 sponsored
dwellings, amounting to 30,800 units
altogether since 1948.

The Company used this property
creation scheme to promote construc-
tion activity in the catchment areas
around the plants, thus making a
positive contribution to the economic
situation.

Break for rest in the roof garden of
Hall 54

Acknowledgement to staff

We would like to express our gratitu-
de to all employees working for the
Volkswagen Group for their great
personal devotion to their work. We
would also like to thank the executives
for their commitment and collabora-
tion. The trusting and positive colla-
boration between management and
works council allowed operating
obijectives to be implemented in an
appropriate manner. The Board of
Management would like to express
its thanks to the representative bodies
of the workforce for their responsible
cooperation.

We honour the memory of all those

employees who passed away in the
course of 1983.
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One of the biggest capital investments of
Volkswagenwerk AG — the new Hall 54
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The financial situation of the Volks-
wagen Group may continue to be
regarded as good during the past
fiscal year, despite all the negative
developments which were generally
caused by extraneous influences.
Although we had to cope with the
largest investment program in our
history, heavy encumbrances from
subsidiaries, profit-reducing invest-
ments and adequate contingencies,
we still managed to improve impor-
tant financial structures and figures.

Slight change in the balance-sheet
situation

The total assets of the Volkswagen
Group rose by 11.1% to 28,755 million
DM particularly on account of the
increase in short-term receivables
and liquid funds. This resulted in a
slight change in balance-sheet struc-
ture in favour of current assets, which
now account for 57.3 (54.0) % of the
balance-sheet total.

An important ratio with respect to
financing fixed assets and invest-
ments is cover by long-term capital,
Comprising stockholders’ equity and
long-term Tiabilities. The ratio improv-
ed by climbing up to 97.7 % from

89.7 % the previous year. It has improv-
ed further during the early months of
1984 owing to the issue of the 150 mil-
I,'\?{} DM bond by AUDI FINANCE

Finance

Improved Liquidity

Despite the expenditure required to
finance the extraordinarily high level
of investment in fixed assets and in-
vestments, the Volkswagen Group's
short-term liquidity was further increas-
ed during the fiscal year 1983.

Very high level of internal
financing

Despite the negative result in the year
under report, the Volkswagen
Group's cash flow rose by 50.8 % to
5,207 million DM. lts largest compo-
nent, depreciation on fixed assets
and investments, saw another sub-
stantial rise owing to the continuation
of the investment program which has
been running over the last few years.
The bolstering of pension reserve
also contributed to the improvement
in internal financing.

Structure of the consolidated balance

There was a higher influx of funds
from current business not only at
Volkswagenwerk AG but also at
AUDI NSU AUTO UNION AG, Volks-
wagen of America and V.A.G leasing
in particular.

We were able to completely finance
investments made with the considera-
ble increase in cash flow. The signifi-
cant rise in internal financing within
the Volkswagen Group also led to a
reduction in the degree of indebted-
ness from 3.5 to 2.5 in the year under
report.

Increase in liquidity from financial
transactions

The influx of funds amounting to 1,336
million DM (532 million DM) was par-
ticularly caused by the increase in the
amount of long-term and medium-
term outside capital. In February 1983
the Volkswagen Group took advan-
tage of favourable conditions and
raised a 200 million DM Eurobond
which was used to replace short-term
by long-term outside capital.

sheet compared with the previous year

Million DM Dec. 31 Dec. 3l

1983 1982

% %

Assets
Fixed assets
and investments 12,265 A3 L9238 46
Current assets 16,490 57189700 54
Total assets 28,7551 100 25,893" 100
Stockholders’ Equity and Liabilities
Stockholders’ equity 6,708 28 6,334 24
Liabilities payable within
more than four years 5272 18 4,365 7
1to 4 years 4,195 15 3411 13
up to one year 12,580 44 11,783 46
Total capital 28,755! 100 25,893" 100

" Decreased by the amounts shown
on the stockholders' equity and
liabilities side as allowance for
doubtful trade acceptances and
accounts
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Development

of Short-term Liquidity of the Volkswagen Group

Million DM

Liquid funds, trade acceptances
Securities, treasury stock
Short-term receivables

and investments

ladvance payments

not included)”

Short-term liabilities and
undetermined liabilities
lincluding liabilities in

reserves for special purposes|?

from current business (cash flow)

loss

Depreciation of fixed assets and
write-down of investments
Increase in provision for
old-age pensions

Increase in stockholders’ equity
in reserves for special purposes

from financial transactions
Dividend payments

to minorities in 1983

Increase in long and medium-
term liabilities

Increase in other items

from uses of funds

Additions to fixed assets
Additions to investments incl.
increase in the adjustment items
arising from initial consolidation
on the assets side

Increase in inventories and
advance payments’

Increase in long and
medium-term receivables’

Increase in the liquidity
position
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Dec. 31
1983

1815
2,528

4,887

12,677

Dec. 3I
1982

1,953
1,290

4,437

11,742

Increase
(Decreasel

(138)
1,238

450

(835)
Ak

In 1983 the increase in the liquidity
position resulted from the following

(million DMI:

(215]
4,740
609

73

(3)
1,100

239

(4,791)

(67)
(216)
(754

9207

1,336

(5,828)

/15

1)

2

Decreased by the amounts shown
on the stockholders' equity and
liabilities side as allowance for
doubtful trade acceptances and
accounts

Not including amounts intended
for distribution



Unchanged structure of the state-
ment of earnings

The Volkswagen Group's gross per-
formance increased by 7.0% to
40,680 million DM whereby the struc-
ture in the statement of earnings
changed only slightly compared with
the previous year. It is worth noting
the rise in the proportion of gross per-
formance accounted for by deprecia-
tion, which rose to 9.1 (8.01% in 1983,
as well as the reduction in the pro-
portion of labour cost from 31.7 % to
30.4 %.

Structure of consolidated statement
of earnings

Million DM 1983 1982

% %
Sales 40,089 99 37,434 98
Increase (Decrease) in inventories 76 0 (141) 0
Material, wages and overhead capitalized
as additions to plant and equipment 515 | 737 2
Gross performance 40,680 100 38,030 100
Cost of materials 20,852 51 19,573 52
Labour cost 12,371 30 12,069 32
Depreciation 3,689 7 3,038 8
Taxes 580 2 543 1
Sundry expenses less
sundry income 3,403 9 3,107 8
Result (215) (1) (300) (1)
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Added value of

Volkswagenwerk AG
Sources of added value
(million DMI

1983 1982
Gross performance as shown in the
statement of earnings, drawn up
as required under Corporation Law 29,597 27,248
plus other income 1,857 1,729
= Total performance 31,454 28977
less expenditures 21,701 19,814
(of which cost of materials) 19,5671 (17,488)
less depreciation and
losses on disposals 2,139 1,966
= Added value 7,614 7,197

Distribution of added value
(million DM

1983 (85)
49

326

7,324

1982 33
44

336

6,784
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(1.1%) Loss
0.7 % to creditors
4.3 % to the State

96.1 % to Company employees

0.5 % Net earnings
0.6 % to creditors

4.6 % to the State

94.3 % to Company employees



Added value

Added value indicates the increase in
value a company achieves during a
fiscal year and represents the contri-
bution which the company makes to
the national product.

Added value is calculated by deduct-
ing expenditure on materials and ser-
vices, as well as depreciation and
losses on disposals, from the total
amount of company performance.

The amount thus earned is distributed
to stockholders, employees, the State
and creditors to comply with contrac-
tual and legal obligations.

Steep rise in total Company
performance

Total performance by Volkswagen-
werk AG rose by 2,477 million DM to
31,454 million DM (8.5% up on the
previous year). Apart from sales it
also includes material, wages and
overhead capitalized as additions to
plant and equipment, inventory
changes and other earnings.

Expenditure an materials and services
rose by 1,887 million DM to 21,701 mil-
lion DM. Raw materials, supplies and
other materials accounted for 19,567
million DM. Depreciation and losses
on disposals increased by 173 million
DM to 2,139 million DM. If these items
are deducted, Volkswagenwerk AG
achieved an added value of 7,614
million DM for the year under report,
despite difficulties on the world eco-
nomy and increased pressure from ri-
vals; this is 5.8 % above the previous
year.

Change in the structure of added
value

Most of the added value is naturally
accounted for by the workforce.
However, in the year under report,
employees were the only group to
raise their percentage of added va-
lue by a significant amount, apart
from the slight rise in the percentage
accounted for by creditors. The
reasons for this have already been
explained on page 40.

The Company itself had no funds
available from added value which
would have served to boost its finan-
cial strength. In future it will be vital to
improve ‘r?we productivity and perfor-
mance of Volkswagenwerk AG and
thus guarantee Company stockhold-
ers a reasonable yiefzi on their capi-
tal invested.
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The Volkswagen Group has taken
due account of the competitive situa-
tion in the automobile business by
continuing its long-term investment
program at a high level. We are thus
creating a basis for an assured
existence in the face of world-wide
competition.

High investment volume

The Volkswagen Group's level of
investment was 4,858 million DM in
1983 consisting of 4,791 million DM in
property, plant and equipment and
67 million DM in financial assets.
Domestic investment fell from 3,654
million DM to 3,476 million DM while
investment abroad rose from 1,238
million DM to 1,382 million DM. The
percentage of investment abroad
came to 28.5 % which was just above
the level for the previous year. The
Volkswagen Group is one of the
largest private investors in West Ger-
many so it has significant economic
effects on the supply industry and
particularly on the capital goods
industry.

Development of capital investments
and depreciation and write-down
of the Volkswagen Group

(billion DM)
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Capital Investments

New sophisticated production
facilities

In the automobile business, the em-
phasis of investment was on prepar-
ing series production for the new
models and on further development
of successful product ranges. The
efficiency of production was also
boosted by restructuring and rationa-
lizing. New assembly halls were set
up at the Wolfsburg, Emden and
Neckarsulm plants with automatic
conveyor systems, integrated quality
control systems and ergonomically
designed places of work.

When Hall 54 was built at Wolfsburg
and the related new production tech-
nologies were introduced the Volks-
wagen Group was merely continuing
its tradition of being one of the first
companies to accept market challen-
ges.

Volkswagenwerk AG invested 2,444
million DM, 1,480 million DM in pro-
perty, plant and equipment and 964
million DM in financial assets.

4.0

The emphasis in the field of fixed
assets was on machinery, plant and
special tools for the new Golf and
Hall 54. We also continued with the
measures introduced to rationalize
production and material flow, to
improve the quality of products and
develop follow-up products.

The high level of financial investment
by Vol%swogenwerk AG was neces-
sary to provide our subsidiaries in
Latin America with financial support
by transferring capital. In addition,
we increased the capital stock in
Volkswagen of America, Volkswagen
of South Africa and Volkswagen
Bruxelles.

At AUDINSU AUTO UNION AG, in-
vestment was chiefly for the Audi 100
Avant and Audi 200 models as well
as the construction of the new assem-
bly hall at Neckarsulm. Furthermore,
rationalization measures were intro-
duced to effectively reduce costs in
the energy and material flow sector
as well as to improve productivity
and quality.

Capital investments

Depreciation and write-down



More and more customers are realizing
the many advantages of leasing — the
Passat Variant being one of the most
popular models.

Investments effected by Volkswagen

of America, Volkswagen de Mexico,

Volkswagen do Brasil and Volks-

Wagen of South Africa were concen-

trated on the launching of new

models and the conversion of pro-
uction.

Under the North American interlinked
System new production plant was

vilt at Volkswagen Canada for
manufacturing components.

High level of investment in the

f e?ds of leasing, rentals and
business machines

A major share in the volume of Group
investment is accounted for by leas-
ing and rental business which is very
successful in West Germany, France,
Belgium, the United States, Mexico
and Brazil. In the year under report,
over | billion DM was invested in ex-
panding the fleet. VA.G leasing,
which is engaged in leasing vehicles,
managed to sustain its |eo<%ng posi-
tion in this business in 1983, despite
fiercer competition.

In the field of business machines and
information technology, which is
synonymous with the business activi-
ties of the TRIUMPH-ADLER group, in-
vestments totalled 158 million DM,
which is roughly equal to the previous
year's level. A major portion of invest-
ments was connected with expand-
ing rental business in the United
States further, developing the product
range and rationalizing production
structures.
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Golf Production with
New Technologies




Jr -

The future has begun with the
new Golf
Automotive construction as we knew
it is currently in the process of a struc-
tural transformation. A new, fascinat-
ing phase has begun. Triggered off
by the oil crisis of the seventies and
considerably keener international
competition, an enormous develop-
ment thrust is making itself felt. It is
racterized by a distinct all-round
in quality and more effi-

process. It is this model which

embodies the drastic transformation

in industrial practice.

Such progress improves not only the
productivity and competitiveness of
the Company. With its pioneering
top technology it also distinctly raises
the quality level of the product. At the
same time it makes possible — and
traditionally particular importance is
attached to this in Wolfsburg — more
humane and more elevated jobs.
Consequently the new Golf is not
only a different car; it is built different-
people who have extended
wledge and abilities with the
 Company, who among
gs are thus in a position fo
handle the advanced

e new era is Hall 54 ot
ich was addifionally
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Preassembly of the subframe
at a circular bench




In the engine line

Further automation:
Competitiveness sirengthened
We know that the prosperity of us all
is based on the laws of the market
economy. In accordance with these
laws however only those products
have long-term prospects of success
which are pre-eminent in terms of
quality and - emerging from an effi-
cient manufacturing process — can be
offered at competitive prices. The
buyer, who induces this process of
selection through his individual pur-
chasing decision, thus promotes - as
King Customer — technical progress.
Customers have a considerable
share of influence on change in the
industrial manufacturing structures
throughout the world.

Mechanization and automation of
automotive production is thus no arbi-
trarily-introduced industrial revolution,
but the consequence of a technically
and economically-based evolution,
whose inexhaustible source of
momentum is the increasingly keener
international competition.

In its 39 years' post-war history Volks-
wagen has always been among the
first companies to take up the techno-
logical challenge issuing from the
market. In the fifties mechanization
began in the bodyshell shop and the
press shop. As early as 1962 for the
Beetle there were automatic transfer
lines for welding the body parts and
bodyshell. They were the first of their
kind in the world and - because
there was nothing to model them on
- wl?re designed by the Company
itselr.

Not only rationalized bodyshell
assembly started in Wolfsburg. Me-
chanization of other production sec-
tors too — as for example the mecha-
nized production department, the
press shop, engine assembly and the
paint shop — set standards early on.

As with the years a new product
range replaced the legendary Beetle,
flexible robot technology increased in
importance. Again developed in-
house by Volkswagen engineers and
in service since 1972, industrial robots
have among other things the advan-
tage of verscfili?/. They can be swiftly
reprogrammed for a new task, a dif-
ferent model and future vehicle types.
Volkswagen has become Germany's
largest producer of these “iron slaves”.
Over 1,200 have been brought into
service fo date.

The comprehensive experience with
the first “Robbies” created the techni-
cal basis for the big step of automa-
ting final vehicle assembly. Interme-
diate stations — primarily in the
bodyshell shop — were necessary in
the years from 1972 to 1983. In ad-
dition the vehicle had to be prepared
in its design details for the new manu-
facturing technology, to make it
“robotable”.

At the same time Wolfsburg engi-
neers analysed automotive product-
ion in the USA, in France, ltaly and
not least in Japan. Good ideas were
adopted, but nowhere was there an
example of automation in the requir-
ed degree of completeness. For this
reason they developed their own
technology for extended mechani-
zation and automation. A step had
been taken that was to change

everything.

As a result, since August 1, 1983, the
date of series start-up of the new
Golf, international automotive
construction has a further model for
technological progress from Waolfs-
burg: On this day with the robot-
assisted production in Hall 54 there
began at Volkswagen a completely
new stage in vehicle assembly.
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Preconditions and aims:

High profitability, better quality
People these days have become
more demanding: The highest degree
of reliability, the best workmanship,
more comprehensive equipment,
lower fuel consumption and less pol-
lution are what is wanted. More com-
ponents, additional production times,
more costly production methods and
higher material costs are the result. If
traditional methods were still used,
this would mean an even more ex-
pensive production process.

This tendency can only be compen-
sated for by a considerable increase
in productivity. The solution therefore
must of necessity be increasing me-
chanization and automation which in
scope and speed are also depen-
dent on increases in personnel costs.
At the same time with this develop-
ment higher-quality, i. e. automatic,
regulating and checking mechanisms
can be integrated into the production
process: Machines supervise machi-
nes.

More efficient production and a
motivated workforce mean greatly
improved quality which meets the
high requirements of the Volkswagen
customer. Altered design or product-
ion details — the result of exemplary
expertise — also have value for the
customer: for example the large-
volume, rigid and highly flame-proof
plastic fuel tank, the corrosion-inhibit-
ing fine sealing in the bodyshell shop,
the unique cavity-protecting hot wax
flooding of the body and the particu-
larly practical, noise-absorbing head-
lining.

In order to be able to mechanize final
assembly, the vehicle design must be
“robotable”: Automatic bolting
systems must have good access to
the point of bolting. For this reason
the previous order of the assembly
stages had to be adapted to the new
technology and many design modifi-
cations were necessary. One ex-
ample: On the integrated subframe
the engine, gearbox, cross-member,
steering and suspension together
form a power block which is then in-
stalled in the vehicle. Also, the “front
end”, previously welded to the body

and now a preassembled set of parts
consisting of headlight mountings,
headlights, grille and other individual
items, is automatically bolted on in
one process.

With conventional vehicle design
such an efficient procedure is not
possible.

Volkswagen spent a total of 2.1 billion
DM for the start with the Golf in the
new production technology. This is
made up of 80 % capital investments
and 20% development costs. 221 mil-
lion DM were spent specifically for
the automation of final assembly in
Hall 54 at Wolfsburg. Considerable
amounts were also required for paral-
lel measures in other factories: engine
production in Salzgitter, gearbox pro-
duction in Kassel, steering gear and
axle production in Brunswick.

Assembly of the intermediate plate for
flanging the gearbox to the engine







Supply of production materials for the
new Golf involved almost 200 out-
side firms. This meant a very early
and comprehensive planning, precise
coordination and organization. The
first beginnings, start of the project
and adoption of the target catalogue
go back to 1978.

Two years before start of production
the training of the line supervisors
began. They can run their lines and
eliminate minor faults themselves.
Parallel to the training of these spe-
cialists the maintenance personnel
were familiarized with their future
tasks. The emphasis here was on the
operation and maintenance of the
freely programmable handling
systems.

When after the initial familiarization
stages series production finally
began on August 1, 1983 the ideal
preconditions were established for a
trouble-free and successful start.

Optimizing processes on the spot in a
“teach-in”

Rational systems:

Single pieces grow into construc-
fion sets

Parts and assemblies were previously
attached individually direct to the
vehicle. Today this method - with a
capacity of 2,400 vehicles per day in
Hall 54 - is a thing of the past.

On the ground floor of the new facili-
ty there emerge step by step — and
largely without human intervention —
complete construction sets: Single
parts, assemblies and smaller compo-
nents grow into larger units. These
technical processes impress not only
the layman in their perfection. The
interplay of man and machine fasci-
nates every observer.

let us take a look at it: In the drive
unit line 5 the engine which has just
arrived, incomplete, is mechanically
positioned. Scarcely has the correct
position been achieved than in ope-
ration No. 30 the mechanical device
takes a pulley and pushes it onto the
crankshaft end. In a matter of se-
conds bolts are fitted and tightened.
In the next stage a dainty Robby “fin-
ger” takes — almost with tender-

ness — a V-belt from the stack and fits
it over the pulleys. The next machine
tensions it and secures the alternator.

Consoles, starter motors and all other
components find their place in this
way. The computer sees to it that the
right part goes fo the right assembly.
On the subframe the engine, gear-
box, suspension, struts, steering box
and cross-member together form the
compact power block.

The rear axle with its suspension struts
assembled automatically elsewhere is
another large construction unit. This
preassembly makes easier and more
efficient the subsequent installation in
the body, which has already been
painted and cavity-sealed with hot
WaX.

Iregularities within the series of ope-
rations must not be allowed to upset
pro%ress. Between the majority of as-
sembly operations there are buffer
zones so that no breakdowns that
may arise will block subsequent or
previous operations.

Jointing and bolting together are the
main operations of automated as-
sembly. Electronic systems control
and supervise every bolting opera-
tion and complete it only when the
values for torque and turning angle
are within the prescribed safety limits.
The self-checking systems work with a
repeated accuracy unattainable by
humans either in component assemb-
ly or final vehicle assembly.

The entire control of the chronologi-
cally linked material flow to the work
stages is managed by three compu-
ters. They steer the right part at the
right time to the right place. In a con-
tinuous production process there
emerges exactly the vehicle as order-
ed by the customer with its numerous
different equipment features.

“Intelligent” storage units between
control computers and assembly
command displays can store work
instructions for recall and directly
control the production systems.

9%
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Mutual benefit:

Company and employees both
gain

The comprehensive German system
of social benefits is often at the heart
of the debate when international cost
comparisons — for example with
Japan - are made. There is certainly
no doubt that such a comparison in
figures alone is economically dis-
advantageous for Germany. In order
nonetheless to maintain world-wide
competitiveness, rationalization of the
production process is imperative. It
must however integrate the funda-
mental interests of the workforce.

Our society regards itself as a wel-
fare structure. In the plurality of com-
pany aims — supply of the market,
satisfaction of customer wishes, obli-
gations towards the State and the
public — the aimed-for yield on
capital invested by the stockholders
and the interests of the workforce are
of particular importance.

As we have said: With the transfor-
mation of production technology
many jobs also change; some opera-
tions are now being done by machi-
nes. Yet the aims of economy and
humanization are by no means
mutually exclusive. Although jobs
disappeared in final assembly, no
employee was made redundant. On
the contrary: Quite a number of them
took advantage of free Company
courses to qualify themselves for
more demanding tasks — either as
maintenance specialists for the new
production technology or as line
supervisors for the highly-automated
production lines. In this way they
made their personal contribution to
the restructuring of production and
the security of t%\eir livelihood.

Strength-sapping work in final assemb-
= ly is not mourned by anybody. Today
- machines take care of such activities.
For the tasks that remain the body-
shell hanging conveyors are now

- Optimally designed on ergonomic

~ principles.

Nobody regrets the passing of less
attractive 'o%:s if more attractive ones
- can be offered in their place. The

. Positive aspects of the new technolo-
: iy are recognized and accepted by
the maijority.

Assembly of the front end

The possibility of ergonomically more
satisfactory working conditions facili-
tated by such a revolutionary change
has been determinedly exploited by
Volkswagen, on the basis of earlier
scientific investigations. If the person
is respected in his dignity and his
specific job interests, that is if the
work process is humanely designed,
there is also a solid basis for the
economic success of the Company.
Responsible work, quality-conscious
behaviour and thoughtfulness are
then no empty phrases; then perso-
nal involvement in the common inter-
est is most likely to flourish.

If @ more humane working environ-
ment promotes the striving for yet
more quality, the elimination of extre-
me division of labour and a higher
degree of individual responsibility
serve the same end. The production

process was therefore broken down
info manageable, interesting, mono-
tony-dispelling sections whose output
is the responsibility of the groups
working in them. Each section is keen
to pass on the results of its work fault-
free to the next unit.

The discussion groups go still further.
Here the employees discuss tasks
and problems, they develop sugge-
stions for solutions and where possi-
ble realize them on their own. Invol-
vement, knowledge and experience
are called for. These elements give
the individual employee a higher
degree of satisfaction. He becomes
more quality-conscious and is more
ready to identify with task and Com-
pany. Such aspects are of benefit to
all: Company, stockholders, work-
force and customers.

Print-out of work instructions
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Installation point for power block
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Foreseeable future:

Market and technology forging
ahead

The new Colf is a vertical take-off
vehicle. lts success is not surprising if
one knows the conceptional, design
and production technology back-
ground. The example of this bestseller
shows clearly that Volkswagen has
reacted to the challenges of the inter-
national market with the right means.

Only four months or so after start of
production — and two months earlier
than the previous model - on Decem-
ber 22, 1983 the 100,000th new Golf
was delivered! Thus the customer
with his purchasing decision pays
tribute to the considerably improved
product. He recognizes what height
of technology is offered him at reaso-
nable cost with this vehicle. The same
applies to all Group products.

Market research expects growing

demands in equipment to be made of

cars of the future. No doubt the suc-
cessor to today's Golf will be even
better-equipped. This will involve an
increase in work content on the cur-
rent level. In order to cope with this

and be able to compete in an ever
keener atmosphere, the deployment
of further automated production sec-
tions is imperative.

The “ghost factory” however will
remain a dream: The handling ma-
chines brought into service in 1983
possess seven degrees of freedom
(possible directions of movement),
those of tomorrow will perhaps have
14; the human arm has 32. But it is not
only for this reason that man remains
the indispensable heart of the activity
in an automotive factory.




Companies within
the Volkswagen Group
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Volkswagenwerk AG

Capital Stock
—— DM 1,200,000,000

AUDI NSU

AUTO UNION AG
Neckarsulm

DM 215,000,000
99%
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The Major Companies

within

the Volkswagen Group

Plant Locations:

! The following companies which
have been included in the
consolidation do not appear in
this table:

DIRANUS Versicherungs-
Vermittlungs-GmbH, Hamburg,
Selbsttahrer Union GmbH, Homburg,
ZERAL Verwaltung GmbH & Co.
Bissendorf KG, Munich,

Volkswagen Properties (Pty.)

ltd., Uitenhage and its subsidiaries
Volksprop Algoa Road and
Volksprop Halfway House,
Volkswagen Financial Corporation, Troy,
Mi., and its subsidiary

VW Credit, Inc., Troy, Mi.,

VOTEX, Inc., Troy, Mi.,

Triumph-Adler Biromatic Biromaschinen-

Vertriebs-GmbH, Munich,

Wolfsburg
Hanover

Kassel  Salzgitter
Emden  Brunswick

Triumph-Adler Computer
Vertriebs-GmbH, Nuremberg,
Adler Business Machines (Pty.]
ltd., Sydney,

Adler Business Machines (N.Z
ltd., Wellington, New Zealand,
with one negligible subsidiary,
Triumph Adler ltalia S.p.A., Milan,
Triumph Adler France S.A., Paris,
Triumph Adler (U.K.] Ltd., london,

Royal Business Machines, Ltd.,
Willowdale, Canada,

Pertec International, los Angeles, Cal.,

Transalme lida., Sao Bernarde do Campo,

Brazil.

TRIUMPH-ADLER AG fiir

Biro- und Informations-

December 31, 1983

technik

7 Nurember
DM 80,500,000

98.4%

100

Royal Business
Machines Inc.
Hartford, Conn., USA

S $1,000

%

Pertec Computer

% los Anggles, Cal., USA
100%

Pertec Peripherals
Corp.
los Angeles Cal,, USA

US $1,000

100

%

\>

Producing Companies

Distributing Companies

Other Companies

Volkswagen do Brasil S.A.
Sao Bernardo do Campo
Brazil

__Z_ Cr$168,699,020,400
80%

forjaria S@o Bernardo S.A.
Sao Bernardo do Campo
Brazil

CrS] 245 372,015
33.3%

Volkswagen Caminhdes
ltda.

Sao Bernardo do Campo
Brazil

Cr $ 47,501,176,149
100%

Volkswagen Argentina S.A.
Buenos Aires, Argentina

S a 220,732,924

99.97 %

Volkswagen of America,
Inc.
Troy Mi., USA

é 242,000,001

Volkswagen de Mexico,

S.A. de

Puebla/Pue., Mexico
Mex. $ 7,003,756,000

100%

@ Companies included in consolidated
financial statements'!

Volkswagen

of South Afrlca (Pty.) Ltd.
% Uitenhage, C.R, South Africa

R 6,862,650
100%

Volkswcg_en of Nigeria Ltd.

Lagos, Nigeria
% N 23,000,000
40%

TAS Tvornica
Automobila Sarajevo

% Vogosca, Yugoslavia
Dm 981,768,000

olkswogen Bruxelles S.A.
Brussels, Belgium

bfrs. 1925 0,000
100%

2l VOTEX Warenhandelsgesellschaft mbH was renamed

VOTEX GmbH on January 20, 1984.
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Producing
Companies

Automobile sector

AUDI NSU AUTO UNION AG
Volkswagen do Brasil S. A"
Volkswagen Caminhdes Ltda.

Volkswagen Argentina S. A.

Volkswagen of America, Inc.”

Volkswagen de Mexico, S.A. de C. V!
Volkswagen of South Africa (Pty.) Ltd."

Volkswagen Bruxelles S. A.

Business Machines and
Information Technology

TRIUMPH-ADLER AG"

Distributing
Companies
V.A.G France S. A"

Volkswagen Canada Inc."

" And consolidated subsidiaries
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Salient Figures

of Major
Subsidiaries
Sales
Million DM Million DM
1083 1982
8019 6,127
3465 4064
172 196
277 205
7641 5955
1030 2,005
999 961
1410 1,430
2025 1964
2171 2220
762 548

Increase
(Decreasel

%

30.9
(14.8)
(12.0)
35.4

28.3

(48.6)
4.0
(1.4)

3.1

(2.2)
39.0

2 Including 30,397 (20,184) Porsche cars

Vehicle Sales

Units Units (D(lenccrreeci,seel
1983 1982 %
388,6102 3253274 19.5
344,291 323,582 6.4
4,284 4,105 4.4
18,326 14,767 24.1
2,576% 4,060% (36.6)
230,926 202,026 14.3
92,154 140,874 (34.6)
42,745 50,212 (14.9)
120,746 124,442 (3.0)
129,675 141,166 (8.1)
26,404 19,529 352

3 Share of commercial vehicles

Production
Increase
Units Units  (Decreasel
1983 1982 %
388,6102  325,3272 19.5
341,354 324,133 53
3,957 3,620 9.3
18,110 12,861 40.8
100,310 92,157 8.8
86,607 143,565 (39.7)
41,958 51,846 (19.1)
120,746 124,442 (3.0)

Capital Investments
Million DM Million DM

1983

397
296
2
28

414

154

50

158

204
50

1982

772
464
13
27

345

166

109
20

162

158

Increase

(Decrease)

%

(48.6)

(36.3)
(81.6)
5.5

19.7
(139
412

(2.4)

289

Workforce

Increase

Dec. 31 Dec. 31 (Decreasel
1983 1982 %
33,589 30,627 9.7
32,620 36,298 (10.1)
1,548 2,179 (29.0)
3,146 3,281 4.1)
6,740 8,203 (17.8)
12914 12,165 6.2
7.258 7,799 (7.0)
4,535 4,627 (2.0)
11,049 11,246 (1.8)
963 930 35
403 409 (1.5)
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— Automobile Sector -

AUDI NSU AUTO UNION AG
Neckarsulm

Audi vehicles, which are marketed
through Volkswagenwerk AG, played
an above-average role in the recov-
ery of demand on the West German
automobile market. Although exports
were affected by the continued eco-
nomic stagnation in several European
countries and by handicaps in com-
petitiveness due to high exchange
rates, the sale of Audi vehicles in
foreign markets rose by 5.3 %.

As far as AUDI was concerned, the
year 1983 was characterized by the
market success of the Audi 100 (Audi
5000) and the launching of new mo-
dels. When the future-oriented overall
concept of the vehicle had been ack-
nowledged by numerous national
and international awards shortly after
its presentation, it also received ho-
nours in 1983 such as the “Sensible
Car of the Year Award”, the “Golden
Horn”, the “Design Award” and the
“Award for Technical Innovation”. The
awarding of the “Golden Steering
Wheel 1983" for the Audi 200 turbo
(Audi 5000 turbo) serves to confirm
the innovative overall concept of this
series of models.

The launching of the reasonably
priced Audi 80 quattro (Audi 4000
quattrol with its 85 kW/115 bhp
5-cylinder injection engine has meant
that high-quality all-wheel technolo-
gy has been made available to even
larger spending groups. The two mil-
lionth Audi 80 rolled off the produc-
tion line at the end of November

1983.

Owing to the increase in unit sales
and the considerably higher percen-
tage of more expensive vehicles,
AUDI managed to achieve the
highest level of sales in company
history. The company’s result was
also considerably better than the
previous year.
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Producing
Companies

One of the many awards for the
Audi 100
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Volkswagen do Brasil S.A.
Sdo Bernardo do Campo, Brazil
and consolidated subsidiaries

The situation in Brazil was characteri-
zed by soaring inflation, which rose
211% in 1983, and by a still high
foreign debt of over 90 billion USS.
Prompted by the International Mone-
tary Fund in particular, the govern-
ment intfroduced economic measures
which had a significant influence on
all sectors of the Brazilian economy.
The automobile sector was very bad-
ly hit by the drain on purchasing
power due to the reduction in real
incomes and the increase in the num-
ber of unemployed, as well as by the
continuing extremely high rates of in-
terest.

In 1983 the Brazilian automobile mar-
ket was affected by two opposite
trends. Whilst during the first six
months it was still possible to achieve
relatively satisfactory sales figures on
account of the limited excise tax
exemption for taxis running on alco-
hol and prices being maintained at
artificially low levels by public
authorities, increasingly restrictive
economic policy led to more and
more consumers being disconcerted
during the second six months and @
considerable weakening of the
market. This tendency resulted in mo-
re and more fierce rivalry. In the do-
mestic market the company had to
accept a reduction in sales to 281,291
vehicles (- 1.9 %). The market share of
passenger cars, 253,240 units sold,
fell from 44.9 % to 41.6 % and the
market share for light commercial
vehicles, 28,051 units, dropped from
42.8% to 35.7 %.

In general, the export situation also
posed problems caused by the
economic difficulties encountered in
the chief buying countries.

However, the company managed to
boost the number of vehicles sold by
71.2% compared with the previous

year because of special export deals.

This meant that total sales at Volks-
wagen do Brasil moved up by 6.4 %.

If one compares the values in DM
with the previous year, one must take
account of the massive devaluation
of the cruzeiro in February 1983,
which caused a 30% rise in the value
of the US dollar. Over the whole of
1983 the German mark rose in value
by 240 % against the cruzeiro.

The capital stock of Volkswagen do
Brasil was raised by 123.3 billion Cr$
to 168.7 billion CrS. 79.0 billion CrS
consisted of contributions from stock-
holders (including Volkswagenwerk
AG: 63.2 billion CrS = approx. 194
million DM to boost stockholders'
equity and finance necessary invest-
ments whilst 44.3 billion CrS was
accounted for by the capitalization of
reserves according to Brazilian law,
which had been created to allow for
inflation.

Coupled with the re-introduction of
price control, the high cost of financ-
in? and the continuing inadequate
utilization of capacity had such a
bad effect on the company’s
earnings situation that a considerable
loss was the result. Nor was it possi-
ble to avoid a negative result in the
financial statements drawn up
|occording to Brazilian corporation
aw.

Volkswagen Caminhdes Litda.

Sao Bernardo do Campo, Brazil
The range of products made by
Volkswagen Caminh&es covers the
6t, 111,13t and 21t vehicle classes and
consists of Dodge truck models (13 t/
21t range) and the Volkswagen series
(61,11t and 131).

Despite the overall downward turn in
the truck market in 1983 the company
was the only truck manufacturer in its
field to boost its previous year's sales
in the domestic market (3,881 units
sold, i.e. + 20.0%) and improve on its
market position. In the 61 to 21t fields
its share in the market was 14.2 %
compared with 9.7 % the previous
year. The company's export situation
worsened further and only 331 units
were sold (— 51.3%).

Throughout the past year the compa-
ny continued to adjust to the poor
situation. Collaboration with Volkswa-
gen do Brasil was intensified in order
to open up additional potential for
cost saving by improving the utiliza-
tion of joint capacity.

The company's capital stock was inc-
reased from 21.5 billion Cr$ to 47.5
billion CrS. This increase in capital is
a result of the injection of funds by
VolkswogenwerI( AG amounting to
25.5 billion Cr$ (92.2 million DM) de-
signed to strengthen the equity base,
as well as a result of capitalization of
reserves amounting to 0.5 billion CrS.

The company closed the year 1983
with a considerable loss.
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Highly successful market introduction of
the Gacel — the first Volkswagen
passenger car to be manufactured in
Argentina
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Volkswagen Argentina S.A.
Buenos Aires, Argentina

In 1983 Argentina saw a return to
civilian government which took up of-
fice on December 10, 1983. The new
government was considerably ham-
pered by inheriting a total debt of
over 40 billion USS and an inflation
rate of more than 400 %. Necessary
funding negotiations with the Interna-
tional Monetary Fund were still going
on when the military government lost
power; the resulting lack of foreign
currency led to severe import restric-
tions in the fourth quarter of 1983.

Considering this unfavourable back-
ground ong many still unsolved
problems, Volkswagen Argentina still
managed to hold its own in the
market relatively well. It managed to
increase its share in the overall
market by boosting passenger car
sales from 10.3 % to 1.8 % compared
with the previous year. In the commer-
cial vehicle market, where the com-
pany is represented by the Commer-
cial, the share of the market showed
a downward trend. The Volkswagen
Gacel was launched in September
1983 and was greeted with wide acc-
laim by the public. For the company
this was the first Volkswagen passen-
ger car to be manufactured in Argen-
tina; key parts and components are
being supplied by Volkswagen do
Brasil.

The import restrictions badly affected
the company’s production in the
fourth quarter of 1983 so it was no
longer possible to exhaust sales po-
tential to the full. The government
freeze on prices, which had been in-
troduced in December 1983 to com-
bat inflation, carried on until January
12,1984 and led to buying resistance
until just before the measure was lift-
ed, not to mention a fall in earnings.
Sales rose particularly at the begin-
ning of January 1984 and by the end
of the month the figure was double
that of the previous month.

The company showed a loss for the
fiscal year 1983.



The Golf GTl— a great success
immediately on introduction to the US
market

Volkswagen of America, Inc.
Troy, Mi., USA
and consolidated subsidiaries

The American automobile industry
overall showed a significant recovery
in 1983. As fuel prices fell, thus invali-
dating the case for saving on gasoli-
ne, it was chiefly the large vehicle
which saw growth in sales. Diesel-en-
gine vehicles though suffered a 45%
drop in demand compared with the
previous year.

Owing to the popularity of the Rabbit
GTl launched in 1983, which had
achieved a sales volume of over
36,000 vehicles by the end of the
year, Rabbit sales rose by 15.9%. The
imported Volkswagen models were
up by as much as 36.8 %.

The Porsche-Audi Division of Volkswa-
gen of America managed to boost
sales of Porsche vehicles by 20.0% in
1982 and 58.7 % in 1983. Neverthe-
less, Dr. Ing. h.c. E Porsche AG infor-
med our American subsidiary that it
does not wish to extend the distribu-
tion agreement for Porsche products
beyond August 31,1984. Dr. Ing. h.c.

k Porsche AG is planning to reorgani-
ze its distribution in the United States
and this has led to legal disputes,
particularly with wholesalers. Volks-
wagen of America will be protecting
its legal interests.

The boom in Audi unit sales through
the Porsche-Audi Division of Volkswa-
gen of America during the last quar-
ter of 1983 proves that this make
meets the great demand for high-
quality automobiles with European
technology. The new Audi 5000 (Audi
100 in Europe) was only sold at full
volume during the second half of
1983 so its success was not yet able
to have a substantial effect on sales
figures for the whole year and the
Audi models showed a total decrease
in sales of 7.4 %. However, the Audi
5000 had already become the No. 1
large imported saloon by December
1983. Volkswagen of America are
also planning to introduce Audi to
the top group of suppliers in the
growing sector of sporty cars.

The assembly plant at Sterling
Heights was sold to adjust to the now
different situation in the market for
small cars. The measures involved in
this adjustment meant that a reduc-
tion in workforce was inevitable.

In order to strengthen the financial
base equity capital was increased by
75 million USS in July 1983.

Recovery in demand, the currency
situation and far-reaching rationaliza-
tion measures in all parts of the com-
pany have led to a profit for 1983.
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The Beetle —
still much loved in Europe
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Volkswagende Mexico,S.A.de C.V.
Puebla/Pue., Mexico
and consolidated subsidiaries

As a result of the negative balance of
payments and the large debt Mexico
was compelled to pursue a stringent
anti-inflation policy.

Towards the end of 1983 legal provi-
sions were introduced to stipulate a
reduction in the number of models
and increase the size of series. From
the model year 1984 onwards the
company will be allowed to manu-
facture only three types with seven
different models each. Subsequent
model years will be subject to additi-
onal restrictions. Together with further
restrictive regulations significant
changes can be expected for the
Mexican automobile industry over the
next few years.

The introduction of price controls in
1983 for companies in the automobile
industry was said to have compelling
political reasons but it had a bad
effect on companies because the
supply industry was subject to no
price control whatsoever. Delayed
and insufficient price increases and
high rises in the cost of materials
allowed our company only unsatis-
factory contribution margins. The
strong market position attained in
1982 had to be sacrificed in part, thus
reducing the company’s share in the
passenger car market from 38.4 % to
32.9% in 1983 to equal the 1981 level.
Even today the Beetle is still a major
competitor in the market. The rise in
exports to Europe by nearly 25% to
almost 17,000 vehicles was mainly
due to Beetle sales.

In July 1983, capital stock was raised
by 2.4 billion pesos (50 million DM) to
reduce liabilities and borrowing ex-
penses.

The replacement of the former
foreign currency liabilities by an ex-
change-rate guarantee system run by
the Mexican State Bank required
considerable resources in pesos, thus
burdening the statement of earnings.
The company closed the fiscal year
with a considerable loss.



The Audi 100 — also successfully
introduced in South Africa

A successful veferan Audi being
admired in South Africa

Volkswagen of South Africa
(Pty.) Lid.

Uitenhage, C.P,, South Africa
and consolidated subsidiaries

In 1983 the South African economy
continued to be characterized by the
recession which had been going on
for two years and which was only
worsened by a long spell of dry
weather. In accord with the general
economic situation the market for
passenger cars and light commercial
vehicles showed a setback of 4 %.
The sales figures for Volkswagen of
South Africa show a corresponding
downward tendency. Increasing
pressure from competitors due to the
launching of many new models
brought about a drop in the market
share by 1 point to 11.5%. To reinforce
the company’s competitiveness the
new Audi 100 was launched in No-

vember 1983 and heralded as “Car of
the Year” in South Africa too in
December 1983.

The company's equity capital was
increased by 50 million rand (91.6 mil-
lion DM in May 1983 to finance the

high volume of investment.

For the fiscal year the company return-
ed a positive result.
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Volkswagen Bruxelles S.A.
Brussels, Belgium

Vehicles manufactured by this com-
pany are sold through Volkswagen-
werk AG. Owing to sales-related re-
strictions on production, total output
fell just short of the previous year,
production capacity being nearly
utilized to the full.

In November 1983 Volkswagen
Bruxelles began producing the new
Colf.

In December 1983, capital stock was
increased by 1.5 billion francs (73.6
million DMI by way of repayment of
dividends received, making use of
limited tax concessions in Belgium.

The company made a satisfactory
profit.

/8

Painted bodyshells at Volkswagen
Bruxelles in Brussels




Volkswagen of Nigeria Ltd.
Lagos, Nigeria

As an oil-exporting country, Nigeria
has been hit hard by the retrograde
demand for oil in world markets over
the last two years. The lack of foreign
currency compelled the government
to introduce drastic import bans and
restrictive foreign-exchange alloca-
tions. However, since Nigerian indus-
try has to rely to a large extent on
importing preliminary products, eco-
nomic activity within the country
came to a virtual standstill. Bankrupt-
cies and temporary factory closures
were the order of the day. In 1983
Volkswagen of Nigeria too had to
cease production several times on a
total of 69 days because it was not
allocated sufficient foreign currency
to be able to import CKD materials.

On December 31, 1983 the army oust-
ed the civilian government and took
over power. As yet the new govern-
ment's economic policy is not much
different from the previous one but it
has been forced to tighten up import
restrictions even further.

Passenger car sales at Volkswagen of
Nigeria seftled down to 15,762
{17,900 units. Owing to a substantial
drop in sales in the market as a
whole the market share of passenger
cars rose from 19.9% to 29.7%. The
Santana, which was launched in
September to succeed the former
Audi 100, was well received by the
market. For light commercial vehicles
imported as finished units sales rose
slightly to 4,295 (4,246). However, as
with passenger cars, the market
share saw a substantial increase to
12.9 (5.3) %.

The company, in which Volkswagen-
werk AG has a 40 % holding, closed
the year under report with a negative
result.

TAS Tvornica Automobila
Sarajevo

Vogosca, Yugoslavia

In 1983, the company produced
26,203 units, that is, 34.8 % more than
the previous year. 16,862 vehicles in
the Golf class were produced for the
Yugoslavian market and 9,341 Cad-
dies for export to Volkswagenwerk
AG. Including imported vehicles the
year under report saw sales of 16,585
automobiles on the Yugoslavian
market, 10.6 % less than previously.
The reduction was not due to diminish-
ing demand but dependent on the
limited amount of foreign currency
available, stemming from exports to
Volkswagenwerk AG and used for
importing CKD sets.

Renowned everywhere for its reliability
and economy — the Volkswagen
Commercial

Volkswagenwerk AG increased this
company's equity capital by 864,646
DM to finance imports of capital
goods.

Despite the continuing difficult eco-

nomic situation in Yugoslavia, TAS
managed to show a positive result.
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The alphatronic PC — the late
reasonably priced keyboard
with numerous standard interfaces for

easy link-up with peripheral appliances

st, most
computer




— Business Machines and
Information Technology -

TRIUMPH-ADLER Aktiengesell-
schaft fiir Buro- und Informations-
technik, Nurember:

and consolidated subsidiaries

TRIUMPH-ADLER AG and its subsidia-
ries design, manufacture and distri-
bute a technologically high-quality
range of products for the entire sector
of modern business communication.
The range includes typewriters, calcu-
lators, word-processing systems,
microcomputers, office computers
and copying machines and is backed
up by a comprehensive service
package. TRIUMPH-ADLER products
are chiefly distributed through specia-
lized trade outlets.

Rivalry in the field of business ma-
chines and information technology
has seen a sharp increase in recent
years owing to the appearance of
new competitors in the market. The
consequence has been increasing
pressure on prices in all the markets.
Nevertheless, the TRIUMPH-ADLER
group still managed to strengthen its
international position.

The regional breakdown of sales
shows an increase of about 12% in
North America where TRIUMPH-
ADLER achieve more than half of total
sales. Business in European countries
fell short of expectations. Domestic
sales, on the other hand, rose by
about 9 %. Highly satisfactory sales
increases were achieved in electronic
typewriters, copying equipment and
the growth sector of microcomputers.
In 1983 the range of products was
extended to include the personal
computer alphatronic PC and the
software range was enlarged by a
universal planning and organization
system for microcomputers. Through
the new electronic typewriter models
the company now boasts a forward-
looking range of business equipment.

On the road to economic rehabilita-
tion the TRIUMPH-ADLER group has
achieved substantial progress.
Measures for the entire restructuring
of production and the resulting ad-
justment in the number of personnel
were completed in 1983. In 1984 a
new logistics center will be set up in
Frankfurt as an integral part of highly-
efficient material administration. An

electronics center is being set up in
Nuremberg. Another key operation is
the research and product develop-
ment. By introducing these additional
measures, the company is securing its
future.

TRIUMPH-ADLER AG is showing a
considerably better result than the
previous year. Further financial conso-
lidation of the company was aided
by Volkswagenwerk AG's waiving re-
payment of part of the liquidity assis-
tance granted lalbeit less than the
previous year) so that the company
virtually managed to break even.

Office communication with the most ad-
vanced electronic machines: alphatronic
microcomputer, typewriter with memory

SE 1042 and display text system BITSY
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V.A.G France S.A.
Paris, France
and consolidated subsidiaries

Private as well as public demand suf-
fered from the effects of the French
government's policy of economy for
Euﬁing the national finances on a

ealthy basis and improving the bal-
ance of trade, which led to further
economic decline.

In 1983 the domestic passenger car
market contracted by 1.9 % compared
with the previous year. Volkswagen
and Audi sales of 129,675 vehicles
were 8.1% below the previous year's
high level. The company's share of
the market fell slightly to 5.7 (6.0) %.
As in previous years, the Golf was the
most popular Group model. The Audi
100 was very well received by the
French market and in March 1983 it
received the “Grand Prix de I'lnnova-
tion Technique” awarded annually by
the French automobile press. In April
1983 the millionth Volkswagen was
sold since the company first came
info being.

V.A.G France notched up a positive
result.

Volkswagen Canada Inc.
Toronto, Canada
and consolidated subsidiaries

In Canada there was an economic
recovery since the beginning of 1983
which grew stronger firoughouf the
year. Gross national product was 3%
up. The fall in interest rates caused
increased demand for durable goods
on the part of consumers.

The automobile industry also benefi-

ted from this trend. Total passenger
car sales in the Canadian market
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Distributing
Companies

came to 841,270 vehicles, 18.1% up

on the previous year. It was particu-
larly domestic manufacturers who
gained from the rise whilst sales of
imported vehicles remained un-
changed. As opposed to other import
makes, Volkswagen Canada mana-
ged to keep pace with market
growth. Its share in the passenger car
market rose slightly to 2.9 (2.8) %.

In order to create customs facilities for
Volkswagen Canada's imports, parts
production was started up in the
fourth quarter of 1983 at Barrie/Onta-
rio for the purpose of supplying Volks-
wagen of America. The setting up of
an aluminium wheel production plant
is on schedule.

The company closed the fiscal year
with a positive result.

V.A.G Sverige AB

Sodertdlje, Sweden

After several years of stagnation the
Swedish economy saw a slight up-
ward trend in 1983. This development
was chiefly influenced by exports
which rose considerably after the de-
valuation of the Swedish crown in the
fall of 1982. Private consumption and
investment, on the other hand,
showed a slight decline compared
with the previous year.

Total passenger car registrations
were round about the same level in
1983 as the previous year. VA.G
Sverige was not quite able to hold its
own on account of rising costs due to
the currency adjustment and resulting
price increases passed on to custo-
mers. |t sold 24,374 (27,415) Volks-
wagen and Audi vehicles to the
dealer organization. lts share in the

passenger car market fell from 11.6 %
to 9.9%.

The company showed a profit for the
fiscal year 1983.

V.A.G Sales Centers

in West Germany

The activities of Volkswagenwerk AG
designed to tighten up wholesale
distribution were completed in 1983.
After the merger of the Wiirzburg
and Nuremberg sales centers on
October 1, 1983, the wholesaling
function of the Volkswagen Group
within West Germany is now being
exercised by 12 sales centers. Volks-
wagenwerk AG has a 26 % direct in-
terest in the companies.

It is via the sales centers that the do-
mestic V.A.G retailers are supplied
with automobiles as well as spare
parts and accessories from the Volks-
wagen Group. Their services include
looking after, advising and training
all the associated retailers.

As a result of the rise in domestic de-
mand for Group products the positive

previous year's result was surpassed
in 1983.

WESER-EMS Vertriebsgesellschaft
mbH

Bremen

and consolidated subsidiaries

The company earns the bulk of its in-
come from wholesale business in the
sales center region around Bremen.
Business takes place at its own
premises and offices.

The full share of the profits accruing
to Volkswagenwerk AG was duly
transferred.



V.A.G Leasing GmbH

Brunswick

In 1983 V.A.G leasing continued its
expansive business tfrend and was
able to maintain its leading position
in the market. In conjunction with the
V.A.G sales organization the number
of customers increased, particularly in
Frivofe leasing, and the fleet of vehic-
es leased was enlarged substantially.

Sales, which consist of instalments
from vehicle and equipment leasing,
rose by 25.8 % to 748 million DM. The
company achieved a satisfactory
result.

interRent Autovermietung GmbH
Hamburg

and consolidated domestic subsidia-
ries

The company is engaged in hiring
out cars and trucks on a short-term
basis. In West Germany, customers
have a close network of more than
320 hire agencies at their disposal. In
Belgium the subsidiaries interRent
S.A.,, Brussels, and interRent Trucks
S.A., Brussels, hire out cars and trucks
respectively. Elsewhere in Europe,
and in many other countries, interRent
operates through a system of licens-
ing agreements with independent
hire companies. In North America the
company cooperates with Dollar
Rent-A-Car System, Inc., Los Angeles.
All'in all, the interRent system, which
has more than 70,000 vehicles avail-
able at over 1,600 agencies in 56
countries, has one of the largest fleets
of hired vehicles in the world.

Business continued to expand in 1983
and the company's sales rose by
9.4 % to 269 million DM.

The positive result was transferred to
the parent company.

Other

Companies

V.A.G Transport GmbH

Wolfsburg

The company is engaged in internati-
onal land, sea and air transport, in
forwarding, transhipment and ste-
vedoring activities, and also advises
the Volkswagen Group and others
concerning their tfransportation arran-
gements. It coordinates world-wide
the sea and air shipments of the
Volkswagen Group companies.

A total of 413,000 (382,000) finished
vehicles and 579,000 (597,000) m3 of
vehicle components were shipped.
Most of these shipments were effect-
ed under time charter and tonnage-
space freight contracts, but the com-
pany also made wide use of space
available on scheduled shipping lines
and air services.

Sales, at 363 million DM, were 21.8 %
up on the previous year.

The earnings position remained good
on account of the rise in volumes
shipped, modest freight charges and
good use of cargo space. In accor-
dance with the new profit and loss
assumption agreement the result was
transferred to Volkswagenwerk AG.

V.A.G Kredit Bank GmbH
Brunswick

The bank is involved in promoting
sales of Volkswagen and Audi pro-
ducts by granting credit facilities to
finance the purchase of vehicles and
spare parts by the V.A.G sales orga-
nization and facilitate automobile
sales to customers.

As a result of the higher level of unit
sales compared with the previous
year, the volume of business conti-
nued to rise. The recovery in unit
sales led to arise in the number of
financing transactions and an in-
crease in credit volume, not only in
customer financing but also in financ-
ing purchases.

For the year under report the compa-
ny achieved another satisfactory re-
sult which was transferred to Volks-
wagenwerk AG in accordance with
the profit and loss assumption agree-
ment signed in 1983.

V.A.G Marketing Management
Institut GmbH

Brunswick

1983 was the first full year in which
the company held training courses at
its new institute building in Brunswick
and was thus able to completely fulfil
its purpose of serving as a meeting
place and training center for the
proprietors and managers of our
associates within the VA.G sales or-
ganization.

When construction work was com-
plete, the company suffered only a
slight loss which was made up for by
Volkswagenwerk AG under the
existing profit and loss assumption
agreement.

VOTEX GmbH

Dreieich

Within the international V.A.G sales
organization VOTEX is concerned
with marketing and developing auto-
motive accessories. It also acts as
purchasing agent for Volkswagen-
werk AG in Austria and East Euro-
pean countries.

The company managed to boost
sales by 31.6 % to 76.7 million DM.
The result was in line with expansion
of business.

HOLAD

Holding & Administration AG
Basle, Switzerland

The object of the company is fo invest
in domestic and foreign companies
and conduct trust business. It holds
interests in V.A.G Financement S.A,,
Paris, Vorelco Ltd., Toronto, and
VOTEX, Inc., Troy, M.

HOLAD showed a profit for the fiscal
year 1983.
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VW KRAFTWERK GmbH
Wolfsburg

The company is currently erecting a
power station in Wolfsburg whic?w is
to supply energy to Volkswagenwerk
AG and others. Completion is sche-
duled for 1985.

Under the profit and loss assumption
agreement, Volkswagenwerk AG off-
set the losses which were incurred
during the initial period and which
essentially stem from depreciation un-
der the Border Area Promotion Act.

Volkswagen International
Finance N.V.

Amsterdam, Netherlands
and consolidated subsidiaries

The company is engo?ed in provid-
ing long-term finance for other com-
panies in the Volkswagen Group.

It holds all the shares in Volkswagen
Overseas Finance N.V,, Willemstad,
Curacao, Netherlands Antilles, and
has a 50 % interest in AUDI FINANCE
N.V. in Amsterdam which was estab-
lished in May 1983.

In February 1983 the company issued
a 7'/4% Eurobond for 200 million DM.
The selling rate was 99 % and the life
of the bond is 10 years.

The company achieved a satisfactory
result for the fiscal year 1983.

Deutsche Automobilgesellschaft
mbH

Hanover

The company is involved in research
and development work in the fields of
electrical engineering and electro-
chemical storage systems. Daimler-
Benz AG and Volkswagenwerk AG
each have an equal share in the
company.
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The new power station — with sophisticat-
ed equipment systems for the generation
of power and for the benefit of environ-
mental protection



The results of past research in the
field of high-quality batteries are put
to commercial use by DAUG-
HOPPECKE Gesellschaft fir Batterie-
systeme mbH which was established
in conjunction with Accumulatoren-
werke Hoppecke Carl Zoellner &
Sohn GmbH & Co.KG, Brilon. The
launching of the new product, the
FNC battery, was extremely success-

ful.

The negative result was offset by the
stockholders in accordance with the
profit and loss assumption agree-
ment.

GmbH fir ausléndische
Vertriebsbeteiligungen
M.A.N.-Volkswagen

Wolfsburg

The company's interest in various
European M.A.N.-Volkswagen com-
mercial vehicle importing firms was
reduced drastically, thus increasing
the foreign partners' responsibility for
commercial vehicle business. Accord-
ing to the new arrangement, the
shares in this company too will be
adjusted after a transition period.

The company closed the year 1983
with a positive result.

VW-Wohnungsbau Gemein-
nitzige Gesellschaft mbH
Wolfsburg

VW-Wohnungsbau's main field of
activity is administering, modernizing
and maintaining its residential pro-
perty. The company is currently hav-
ing another 144 apartments built
which will be complete in 1984. The
number of homes on the books fell to
a total of 7,074 units owing to sale of
18 owner-occupied apartments. The
company also has 132 apartments in
hostels.

VW-Wohnungsbau returned a profit
for the year under report.

VW-Siedlungsgesellschaft mbH
Wolfsburg

Company activity is chiefly con-
cerned with the administration and
upkeep of its apartments and in look-
ing after the properties of Volkswa-
genwerk AG. In addition, work was
continued on 224 apartments in
Wolfsburg of which the first 24 were
ready for occupancy by December
1983. At the end of the year, VW-
Siedlungsgesellschaft had a total of
5,420 apartments and 256 residential
units in hostels.

For the fiscal year 1983 the company
exhausted all the facilities for tax
concessions on depreciation and re-
turned a loss which was absorbed by
Volkswagenwerk AG in accordance
with the profit and loss assumption
agreement.

VW-Versicherungsvermittlungs-
GmbH

Wolfsburg

Apart from acting as insurance broker
for the Volkswagen Group and others
the company is responsible for orga-
nizing a unified insurance program
for the Volkswagen Group and for
coordinating its interests as far as
insurance is concerned.

In the fiscal year 1983 the volume of
premiums continued to rise. Consul-
tancy services, particularly for Group
companies, were stepped up further.

The profit was distributed to the
stockholders.

VW-Gesellschaft fiir technische
Datenverarbeitungssysteme mbH
Berlin

Volkswagenwerk AG formed this
company in 1983 in conjunction with
Schleicher GmbH & Co. Relaiswerke
KG and the State of Berlin. Initially
the object of the company is to work
out concepts and application systems
for computer-aided design but later
on its field of activity will be extend-
ed. Development work began in ear-
ly 1984.

The company closed its year of incor-
poration 1983 with a small initial loss.

IAV Institut fir Aggregatetechnik
und Verkehrsfahrzeuge GmbH
Berlin
This company was formed by Volks-
wagenwerk AG in 1983 in conjunc-
tion with the firms NEOPLAN G.
Auwarter GmbH & Co. and SNV Stu-
diengesellschaft Nahverkehr mbH.
The company will be performing
development work in the field of
engine and automotive engineering
'ri particular consideration being
paid to economy, safety, environmen-
tal protection and saving energy.

IAV showed a small initial loss for its
year of incorporation 1983.
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Prospects

World economy on the road to
recovery

The signs of economic recovery on
the world economy, which were
already in evidence in 1983, have so
far been consolidated this year.
Owing to the improved economic
situation it is to be expected that
further economic stimulation will blos-
som into self-sustaining upswing.
However, apart from the risks in-
volved in the trouble spots in the
Middle East, one must not forget the
risks which may be caused by a res-
trictive monetary policy, international
financial problems and another pos-
sible rise in inflation, and which may
jeopardize the general upward eco-
nomic trend. Problems on the labour
market will continue into 1984, apart
from a slight easing of the situation in
the United States, and can only be
overcome with the aid of long-term
strategies. Apart from further world
economic recovery based on the
principles of free enterprise it is essen-
tial for labour markets to be much
more flexible. The example of the
United States shows that if the labour
market is dynamic and willing to
adapt, complying with economic
necessities and using a high level of
mobility, it is possible to achieve
great advances in production and a
considerable reduction in unemploy-
ment figures. In the United States
almost three million jobs were filled or
created in 1983.

The necessity of overcoming trade
barriers

Economic growth is inseparably relat-
ed to expansion in world trade. Now
that, in 1983 for the first time, the rise
in demand, particularly in industria-
lized countries, has led to an increase
in world trade after a period of dec-
line, world trade for 1984 ought to rise
by between 5 and 6 % while volumes
of imports for the other countries will
begin to stagnate. Nevertheless,
problems are evident. In the many in-
debted semi-industrialized countries
the reduced volume of imports has to
be maintained at a low level in order

to achieve the urgently required bal-
ance of trade surpluses. The develop-
ing countries are also keeping a tight
check on imports owing to the lack of
foreign currency. However, many of
the industrialized nations have also
been endeavouring to prevent a rise
in imports over recent years by erect-
ing numerous concealed non-tariff
trade barriers in order to protect jobs.
It is essential for growing free trade
that markets are opened up so that
all rading partners involved can
benefit from the effects on the basis
of competitive free enterprise.

In the semi-industrialized countries,
direct investment and cooperation
may serve to relieve the cause of pro-
tectionistic measures. Our Group is
making a special contribution to free
world trade by producing within a
world-wide interlinked system.

Increasing demand for
automobiles

We are expecting a rise in the de-
mand for automobiles over the next
few years. However, in Western Eu-
rope there will probably only be low
levels of growth because here it is
chiefly only the demand for replace-
ment vehicles which has to be met
and the rise in consumers' real
income is inadequate for various
reasons. It looks as though North
America will be returning to its former
sales figures. If, according to an
OECD study, the world economic si-
tuation continues to improve, growth
rates of between 3.5% and 6.5% will
be feasible in Third World countries,
although they will start from a low
level. More demand will be met in
the long term by setting up auto
industries in other countries where
there is a lack of foreign currency.
International competition in the auto-
mobile sector will continue to become
fiercer.

Not least because of its production
bases overseas the Volkswagen
Group has a considerable strategic
advantage in meeting this challenge.



Owing to its presence and its involve-
ment in sefting up new production
plants Volkswagen will gain access
to markets which can no longer be
“supplied from Europe because of
competition or import restrictions.

The United States —

still the motor of the economy

The United States is continuing to
have a decisive influence on the
recovery of the world economy.
Growth in this country will continue to
rank among the highest in the wes-
tern world in 1984, although the rate
of expansion will decline compared
with the previous year. However, as
far as further economic development
is concerned, there will be risks creat-
ed by the American export weakness
due to the high price of the dollar,
continuing high interest rates and the
persistent budget deficit.

High level of competitiveness in
the North American automobile
industry

In the United States the drop in
demand in the automobile market,
coupled with additional significant
losses in market shares on the part of
domestic producers, has led to the
American industry making enormous
efforts in recent years. The high level
of investment by companies has
raised productivity and flexibility so
much that according to the American
Department of Trade the break-even
point is 25 % lower than in 1980. This
resulted in the North American auto-
mobile industry being considerably
better off as far as competitiveness is
concerned. Our company too, which
was the first non-American group to
start up production in this region, will
be doing its utmost to increase its
competitiveness even further. We are
convinced that a reasonable position
in this extremely important automo-
bile market is of crucial significance
for an independent automobile
manufacturer.

Positive trend evident in Latin
America

The Latin American countries also
seem to have reached the trough of
their recession. Increasing trade sur-
pluses and intensified endeavours to
reduce inflation would seem to indi-
cate a more positive trend in the eco-
nomy. In certain countries the largely
concluded funding negotiations and
the economic policy, which was reor-
ganized last year, constitute a good
basis for achieving economic growth
once again. In the medium term, it
may be assumed that, because of this
region’s natural wealth, Latin America
is back on the road to economic ex-
pansion, even though it is currently
suffering a setback and we have no
illusions as far as the short-term trend
is concerned.

Automobile market with a future
When the economic situation begins
to improve in Latin America there will
automatically be a growing demand
for automobiles. In this region, whose
largest companies are our subsidia-
ries, the automobile industry consti-
tutes an extremely important econom-
ic factor. Our companies have im-
proved the economic structure of
these countries and in certain cases
played a vital role. As an integral
part of our world-wide interlinked
system they are substantially involved
in the international exchange of
goods. As major exporters, their posi-
tive foreign-exchange positions make
a considerable contribution to reliev-
ing the balances of payments of vari-
ous countries. As major private
employers they represent a key factor
for the labour markets.

If our subsidiaries are to continue to
play the roles mentioned satisfactor-
ily, they must be allowed a certain
amount of freedom in business. Go-
vernment regimentation such as price
controls and regulations on the size
of the product range rob these com-
panies of their necessary basis for
performing their duties towards the
national economy as they have done
so far.

The upward trend in Western
Europe
Economic recovery in Europe is
spreading to more and more coun-
tries. Although the economic trend is
still extremely different from country
to country, one may expect higher
growth for 1984 than in the previous
year. However, the stimuli are too
weak to cause any significant short-
term change in the |o%our market. It is
good to see a drop in the rate of
rice increases and particularly the
evelling out of the differential
between the EEC countries due to
inflation.

Fiercer competition in the
automobile industry

In Western Europe, automobile sales
will only increase slowly at the begin-
ning. In the long term, the largest
automobile market in the world will
no doubt see a significant rise in the
number of passenger cars so that this
position can continue to be main-
tained. However, competition in this
market will become even tougher ow-
ing to the appearance of new rivals
and redoubled efforts on the part of
existing suppliers who in future will
become more and more specialized.
If we are to not only defend our posi-
tion in the market but also improve on
it, we must ensure that our products
have the technological edge and are
more economical. After the launching
of the new Golf and the introduction
of the new Jetta at the beginning of
this year {in succession for production
reasons) we expect a continued in-
crease in our shares of the European
large-volume markets. Naturally, this
aim can be achieved only if we do
not have to subject ourselves to natio-
nal regulations which severely impair
our international competitiveness.
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Uniform exhaust regulations
necessary within the EEC

For the automobile industry as a
whole and the issue with regard to
exhaust emissions, it is essential for all
the European countries to follow the
same approach in collaboration with
the European institutions responsible,
not least in order to prevent further
disintegration of the European
economy.

In principle, the Volkswagen Group is
in perfect agreement witi the aim of
achieving an improvement in the field
of vehicle emission. However, pro-
gress in real terms can only be
achieved by collaborating with other
European countries to agree on a
gradual cutback in harmful substances
and a simultaneous reduction in fuel
consumption. The Volkswagen Group
currently possesses the necessary
technology for complying with future
standards and in West Germany it is
already selling models fitted with the
American export engine and catalytic
converter. Customers must run these
vehicles on lead-free petrol though
which is presently only available in
limited supply and from very few
filling stations.

Continued recovery in

West Germany

The upward economic trend in West
Germany is being accounted for
more and more by increased de-
mand from abroad. The significant
economic recovery in most of the
industrialized countries has brought
about a rise in demand. The conti-
nued relatively low value of the
German mark compared with the
dollar serves to favour the competiti-
veness of German suppliers. Even a
slight rally from the mark will fail to
alter the situation very much. How-
ever, in the long term, there is the
possibility of an exchange rate which
is more in line with real purchasing
power. Owing to the generally im-
proved profit situation for companies,
the conditions for investment have im-
proved in Germany and this has par-

88

ticularly led to an increase in invest-
ments in fixed assets. This year private
consumption will increase only for
durable goods, and then only slightly.

Improvement in general
conditions called for

If we are to secure continued eco-
nomic growth in West Germany we
require general conditions of business
with which the economic and structu-
ral problems can be solved in the
long term. For this reason, the tax bur-
den which has continued to rise in
recent years must be reduced to a
sensible level. Apart from generall
reducing the discouraging rates of in-
come tax one must also reform the
non-profit-related taxes, which are a
considerable burden on companies,
and avoid further increases in social
contributions. Concessions in the field
of regulatory policy, such as a reduc-
tion in superfluous regimentation and
bureaucracy, are bogly needed. A
check on government influence
means an economic policy based on
the responsibility of the individual
and on performance. It requires a
systematic reduction in the amount of
subsidies as well as tax concessions.
Over-production and inefficient pro-
duction can thus be held at bay. Sub-
sidies should only be granted, for a
limited period, if they make processes
of adaptation more socially accepta-
ble or support new developments. A
free enterprise system reinforced in
this manner is in no way in contradic-
tion to social security. Some of our
social problems can be solved by
more courage to engage in competi-
tion, to accept the effectiveness of the
price mechanism and to undertake
private business initiative.

Rising costs jeopardize
competitiveness

Restoring adequate competitiveness
against our best rivals would assure
us of quantitative growth by helping
us fo reconquer lost markets. The pre-
requisite is that our costs stop rising
and begin to fall significantly. Recent
advances cchievec? in productivity

must be translated into competitive
prices so that we can improve on our
competitive position. This can also be
achieved by increased utilization of
capacity. In the end it means more
jobs will be created and ones which
already exist will be secure. Increas-
ed flexibility with regard to working
hours guarantees this urgently need-
ed improvement in the utilization of
capacity which, compared with other
automobile-producing countries, is
worst in Germany as a result of the
law on working hours and agree-
ments settled with unions.

Further automation is necessary to
maintain our competitiveness. Impro-
vements in the field of vehicle techno-
logy and features lead to further
qualitative growth.

High degree of flexibility achieved
in production

Technical innovation plays an increa-
singly important role when sales mar-
kets are subject to ever increasing
fluctuations and we have to make
sure capacities are utilized and jobs
are secure. In this field the Volkswa-
gen Group is one of the front runners.
The two-brand strategy of Volks-
wagen and Audi guarantees the best
possible exploitation of the Group's
development and production poten-
tial. We are ready to react to any
scenario the economic trend has to
offer. Our production facilities are so
flexible that any number of any de-
sired model can be built as required.
This flexibility means we are able to
follow the fluctuations of the market
from the Polo to the Audi 200. Being
the largest manufacturers of diesel
engines in the world we are in a posi-
tion to fit any number of vehicles with
this type of power unit if necessary in
future. The diesel engine not only has
the advantage of low fuel consump-
tion; it olrecgy complies with all the
statutory emission limits without the
need for any additional measures.



The new Jetta is off to a good start
By launching the new Jetta in Fe-
bruary 1984 the Volkswagen Group
systematically continued its product
policy of providing new, advanced
solutions every time. This notchback
family saloon was developed at the
same time as the new Golf. Maintain-
ing its independent appearance the
Jetta also displays all the positive
characteristics o?l the new Colf as far
as engineering, quality and road
handling are concerned. Its functional
design and powerful, sporty perso-
nality have given the Jetta its own
image so as to make it appeal also to
sports-oriented customers. The larger
overall dimensions have particularly
benefited the interior. With 2.62 m? of
seating space the new Jetta offers
more comfort than many other pas-
senger cars of higher categories. By
increasing trunk volume to 5751 (the
largest of all the saloons! loadin
capacity was raised to 540 kg. This
model's high level of popularity ser-
ves to confirm how wise we were in
continuing proven product policy.

The Polo — lively and versatile

The new Jetta — porfy/e/e?cnr

saloon with mature techno
comfort

ogy and high



Good prospects for the future
through new subsidiaries

The utilization and implementation of
our technical competence and
powers of innovation has been mani-
fested in the forming of three new
companies in Berlin, mainly involved
in research. Apart from the compa-
nies detailed under “Companies
within the Volkswagen Group”, an in-
novation company for advanced pro-
duction systems has been set up in
which the State of Berlin, BMW AG,
Daimler-Benz AG, Siemens AG and
Volkswagenwerk AG all have equal
shares. This company is chiefly
designed to research into and deve-
lop new production systems for the
automobile industry, the emphasis be-
ing placed on sensor systems, robot
programming and the simulation of
production systems.

To improve coordination of activities
in the foreign markets, Volkswagen
Asia Ltd. was formed in Tokyo in July
1983. Together with Shanghai city
authority and the Chinese automo-
bile industry we are investigating the
feasibility of a joint venture in China.
We hope this project will enable us

to improve our strategic position in
this region. Implementation of the
cooperation agreement with Nissan
Motor Co., Tokyo, signed some years
before, is on schedule. The Santang,
which is produced in collaboration
with Nissan in Japan, received wide
acclaim when it was launched over
there in February 1984.

Collaboration with SEAT has so far
developed in accordance with the
cooperation agreement signed in
September 1982. At the beginning of
1983 SEAT began distributing import-
ed Volkswagen and Audi models in
Spain through its own network of
dealers and this resulted in a consi-
derable increase in sales figures. Pro-
duction of the Passat/Santana model
series in fall 1983 and the Polo in
spring 1984 began on schedule.

In the difficult year 1983 the Group
was oriented in such a manner that it
was possible to achieve a firm base
to build up on in future years. Invest-
ments in new products and new inno-
vative production technologies will
pay off. However, 1984 will see more
considerable investment efforts on

st

the part of the Group in Germany.
The substantial endeavours to tighten
up structures in North America and
Latin America are likely to lead to
major improvements there too.

As can be seen from the sales results
of the first few months of 1984, the
Eosifive trend in key sales markets is

eing continued. Assuming there are
no major changes in overall econom-
ic conditions, 1984 will see an impro-
vement in the financial result for the
Volkswagen Group.

Wolfsburg, March 27,1984

The Board of Management
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Volkswagen Group

Notes on the
Financial Statements
of the Volkswagen
Group

Consolidation Principles

Scope of Consolidation

The scope of consolidation includes
in principle all Group companies in
which Volkswagenwerk AG has a
direct or indirect interest of over 50 %.

The consolidated financial statements
cover Volkswagenwerk AG, 21 other
German companies and 47 foreign
companies. These companies are
identified in the survey of major Volks-
wagen Group companies on pages

68 and 69.

The following companies were con-
solidated for the first time:

Volkswagen leasing, S.A. de CV,,
Puebla,

AUDI FINANCE N.V., Amsterdam.

Volkswagen leasing was included
again this fiscal year because Volks-
wagen de Mexico acquired the ma-
jority of shares back. The object of
AUDI FINANCE N.V,, which only
came into existence during the year
under report, consists in financing
other Group companies.

In 1983 Triumph-Adler Nederland B,
Alphen, was sold and V.A.G Espafiq,
S.A., Alcobendas [Madrid), ceased
doing business so they were both
omitted from the scope of consolida-
tion. Two companies within the
TRIUMPH-ADLER group could no lon-
ger be included because of mergers.

5 German companies and 17 foreign
companies have been left out of the
scope of consolidation.

The German companies are the
following:

Auto Union GmbH, Munich

quattro GmbH, Ingolstadt
Triumph-Adler Wo%nungsbaugesell-
schatt mbH, Nuremberg

Schulte® GmbH, Hamburg
Schultess & Ziehn (GmbH &Co.),
Hamburg

The overall picture of the assets and
earnings situation of the Group is not
affected by the exclusion of these
companies because they are either
not engaged in any business activi-
ties at all or not engaged in any sig-
nificant business activities and in any
case are insignificant in terms of their
total volumes.

Form of Presentation and
Valuation

In preparing the consolidated finan-
cial statements we have made it our
policy to take into consideration the
recommendations made by the study
group on global financial statements
of the Schmalenbach-Gesellschaft.
The manner in which the financial
statements are presented complies
with the requirements laid down by
the German Corporation Law. We
have also shown in the balance sheet
the changes occurring in fixed assets
and investments, and have prepared
the statement of earnings in fully con-
solidated, detailed form. Certain items
have been reclassified to fall in line
with Group requirements. The amount
scheduled for distribution to holders
of participation certificates in AUDI
NSU AUTO UNION AG is shown
under liabilities. On account of legal
restrictions placed on the capital of
non-profit companies, the reserves
and the undistributed portion of the
net earnings available for distribution
of one Group company have been
allocated to undetermined liabilities
in the consolidated balance sheet.

The financial statements of the
foreign companies have been drawn
up in accordance with uniform
accounting and valuation principles
in compliance with the Corporation
Law and audited in this form.



Volkswagen Group

Translation of Currencies

Additions to fixed assets were trans-
lated at the average rates of the
months of acquisition, depreciation
and disposals at middle rates weight-
ed in line with the monthly additions
(historical rates). For the translation of
additions up to 1978 the annual
averages were used.

Lloans with an initial term of four years
or longer were translated at the
middle rate for the balance-sheet
date, but we have translated the
other financial investment items at the
rates applied on the date of acquisi-
tion and carried them forward on this
basis.

The other asset items, and debts,
were translated at the middle rates
for the balance-sheet date.

With the exception of items where
the historical rates for fixed assets
and investments were applied for
translation purposes (depreciation,
gains or losses on disposals), we
have translated expenses and in-
come in the statement of earnings at
the average monthly rates for the fis-
cal year. Net earnings, on the other
hand, have been translated at the
middle rate for the balance-sheet
date.

Differences arising from the transla-
tion of balance-sheet items have not
affected net earnings; they have
been allocated direct to reserve from
capital stock surplus. Any translation
differences arising from the use of
differing exchange rates in the state-
ment o?eornings were balanced out
before the loss on the year was
calculated.

Capital Consolidation

We consolidated capital by separat-
ing the adjustment items from initial
and subsequent consolidation. In this
way, acquisition costs of interests in
Group companies have been set off
against the capital to be consolida-
ted available at the time the interests
were acquired. The resulting adjust-
ment items arising from initial consoli-
dation are shown separately as a
special item of fixed assets and
investments on the assets side, and
under consolidated reserves on the
sfgckholders' equity and liabilities
side.

Adjustment items resulting from subse-
quent consolidation, with the excep-
tion of the differences arising from
currency translation which are includ-
ed under the reserve from capital
stock surplus, are shown as reserve of
the Group arising from earnings.

The reserve of the Group arising from
earnings also includes:

— Unappropriated earnings of Volks-
wagenwerk AG

— Value adjustments in respect of
consolidated companies, insofar as
they were not deductible from the
adjustment items arising from initial
consolidation shown on the assets
side

— Intra-Group profits.

In addition, the net earnings avail-
able for distribution of the Group
companies — less sums earmarked for
distribution to stockholders outside
the Group or holders of participation
certificates — have also been trans-
ferred to the reserve of the Group
arising from earnings.

We have deducted from the reserve
of the Group arising from earnings
an amount equalling the parent com-
pany's income from trade investments
and listed them separately in the con-
solidated financial statements as
required. The difference between the
consolidated loss and the items to be

shown separately has been set off
against the reserve of the Group
arising from earnings via the item
change in consolidated reserves. The
consolidated loss after change in
reserves and minority interest thus
tallies with the loss after earnings
brought forward for Volkswagenwerk

Ascertainment of the minority interest
in consolidated foreign subsidiaries
was based on the financial state-
ments translated into DM, valued in
accordance with uniform valuation
principles and adapted to the gene-
rally accepted accounting principles.
Differences arising from currency
translation in the process of consoli-
dation have been apportioned to
minority stockholders on a pro-rata
basis.
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Volkswagen Group

Balance Sheet

Assets

The net book value of Property, Plant,
Equipment and Intangible Assets rose
by 327 million DM to 11,801 million
DM compared with the previous year.
It was valued as previously at acquisi-
tion or manufacturing cost minus
regular depreciation. Extraordinary
depreciation was made by the Ger-
man companies where possible and
on a regular basis in accordance
with the tax regulations. It was parti-
cularly consolidated companies
abroad which made use of extraor-
dinary depreciation for economic
reasons.

Investments in property, plant and
equipment came to 4,791 million DM
and were still at the high level of the
past two years. Of the additions

30.6 % was accounted for by Volks-
wagenwerk AG, 24.4% by VA.G
leasing, 8.2 % by AUDI NSU AUTO
UNION AG and 7.9 % by Volkswa-
gen of America. They were chiefly
related to plant and office equip-
ment, construction in progress and
machinery and fixtures. As in the pre-
vious year, the main emphasis of
investment was on developing further
the planned product ranges and pro-
duction techniques, boosting effici-
ency in production by restructuring
and rationalization as well as rene-
wal and expansion of the leasing
and rental fleets. Disposals of fixed
assets and investments were due pre-
dominantly to the sale of used leas-
ing and rental vehicles and of pro-
duction facilities.

Investments rose by 16 million DM to
345 million DM. The item Investments
in Subsidiaries and Affiliates chiefly
concerns Volkswagenwerk AG'’s
holdings in the V.A.G sales centers,
V.A.G Sverige AB and Volkswagen of
Nigeria Ltd., as in previous years.
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Other Investment Securities mostly
shows securities held by Volkswagen
do Brasil.

Loans Receivable with an Initial Term of
Four Years or Longer comprise for the
most part loans granted by Volkswa-
genwerk AG and Volkswagen of
America. Interest-free and low-interest
loans are shown at cash value, as in
previous years. Interest amounts de-
ducted are shown under write-
downs. Values of loans are the same
taking into consideration the sums
accounted for by redemption.

Other Investments pertained mainly to
amounts which had to be raised for
compulsory loans in Brazil.

Adjustment ltems Arising from Initial
Consolidation on the assets side show
excess values over and above the net
book values of holdings at the time of
acquisition insofar as they have not
already been written down. As of
December 31, 1983 the item mainly
comprised the differential amounts
arising from the consolidation of
AUDI'NSU AUTO UNION AG and
interRent Autovermietung GmbH,
reduced by write-downs where
necessary.

Inventories rose by 196 million DM to
5,845 million DM, 3.5% up on the
Freviousgleor. The change was main-
y caused by increases due to the rise
in the volume of production at Volks-
wagenwerk AG during the last quar-
ter, increases at Volkswagen de
Mexico due to fluctuations in ex-
change rates and inflation, as well as
the boost in production at AUDI NSU
AUTO UNION AG. There were re-
ductions at Volkswagen of America
and Volkswagen do Brasil, in the lat-
ter case chief?y as a result of fluctua-
tions in exchange rates.

Of the Trade Accounts Receivable
35.8% pertained to domestic Group
companies and 64.2 % to foreign
ones.

Most Trade Acceptances were held by
V.A.G France and the TRIUMPH-
ADLER group.

Cash in Banks decreased by 142 mil-
lion DM to 1,643 million DM com-
pared with the previous year. Volks-
wagenwerk AG, V.A.G Transport
Gm%H and Volkswagen Caminhdes
accounted for the greater part of the
decrease whilst AUDI NSU AUTO
UNION AG and Volkswagen Ca-

nada Inc. showed increases.

The portfolio of Securities rose by
1,238 million DM to 2,507 million DM
compared with the previous year.
There were large increases at Volks-
wagenwerk AG and AUDI NSU AU-
TO UNION AG.

The Treasury Stock of Volkswagen-
werk AG remained unchanged.

Miscellaneous Other Current Assets
consisted for the most part of recei-
vables resulting from the financing of
purchases (dealer financing) and
sales (customer financing), recei-
vables in the form of tax refunds and
interest payments. The increase was
mainly due to the rise in receivables
from financing.

Prepaid and Deferred Expenses mainly
consisted of commissions and expen-
diture in connection with financing by
V.A.G leasing and foreign financing
companies.



Volkswagen Group

Stockholders’ Equity and
Liabilities

Consolidated Reserves consisted of
the reserve from capital stock surplus,
the reserve of the Group arising from
earnings, and the adjustment items
arising from initial consolidation.

The Reserve from Capital Stock Surplus
shows the premium amounts con-
tained in Volkswagenwerk AG's legal
reserve, minus adjustment items aris-
ing from currency translation.

The Reserve of the Group Arising from
Earnings rose by 682 million DM to
4,827 million DM. This item mainly
comprised the Group's share in the
reserves, including amounts convert-
ed to corporate capital, adjustment
items due to value adjustments in
respect of consolidated holdings,
amounts for elimination regarding
intra-Group supplies of fixed assets
and inventories, and discounts for
interest-free or low-interest loans
granted by Volkswagenwerk AG to
housebuilding associations neutra-
lized during consolidation. This item
also includes the profits or losses as
shown in the balance sheets of the
other consolidated companies.

The Adjustment ltems Arising from
Initial Consolidation, which have the
character of reserves, result from the
difference between acquisition cost
and the net worth at the time of
acquisition. They mainly occurred as
a result of the consolidation of Volks-
wagen Caminhdes, Volkswagen of
South Africa and Volkswagen Argen-
tina.

Minority Interest in Consolidated Subsi-
diaries chiefly relates to Volkswagen
do Brasil and AUDI NSU AUTO
UNION AG.

Reserves for Special Purposes were
shown by Volkswagenwerk AG, other
German Group companies, and to a
small extent by V.A.G France.

The Allowance for Doubtful Trade
Acceptances and Accounts was made
uniformly throughout the Group to
cover the general credit risk, as in
previous years.

Total Undetermined Liabilities rose by
1,631 million DM to 9,635 million DM
compared with the previous year.
Out of this amount, 40.2% was long-
term, 32.5% medium-term and 27.3%
short-term.

The amount shown for Old-age Pen-
sions was based on actuarial compu-
tations based on the going value
method. Due account was taken of
the revised actuarial tables. The re-
serve for special purposes created
the previous year as a result of the
change in the interest rate from 5.5%
to 6% was eliminated pro rata as
planned.

Undetermined Liabilities for Mainten-
ance Not Performed during Current
Year pertained mainly to Volkswa-
genwerk AG and AUDI NSU AUTO
UNION AG.

Undetermined Liabilities for Warranties
without Legal Obligation were chiefly
taken from the financial statements of
Volkswagenwerk AG and Volkswa-
gen do Brasil.

Other Undetermined Liabilities consist-
ed primarily of provisions for market-
ing expenses, taxes, workforce obli-
gations and legal risks.

Liabilities with an Initial Term of Four
Years or Longer rose by 561 million
DM. Increases mainly came from the
financial statements of Volkswagen
de Mexico and Volkswagen Inter-
national Finance and involved the
taking up of credit to cover currency
risks as well as the issue of a 200 mil-
lion DM loan.

Out of the Trade Accounts Payable,
68.8 % related to German companies
and 31.2% to foreign companies.

Liabilities Resulting from the Accep-
tance of Bills Drawn and the Issuing of
Promissory Notes were primarily
shown in the financial statements of
Volkswagen do Brasil, Volkswagen of
America and Volkswagen Argentina.

Liabilities Due to Banks increased by
231 million DM compared with the

revious year. The increases, particu-
arly at VA.G Kredit Bank, Volkswa-
genwerk AG and VA.G France, were
partially offset by reduced liabilities
for Volkswagen of America and
Volkswagen do Brasil (the latter
being mainly due to fluctuations in
exchange rates).

Advance Payments from Customers re-
lated mainly to the financial state-
ments of Volkswagenwerk AG and
Volkswagen of America.

Miscellaneous Other Liabilities mainly
arose from liabilities to the workforce
and from taxes and customs duties.

In addition to the Contingent Liabilities
shown on the balance sheet, the fol-
lowing liabilities need to be stated:

Out of the total securities held as cur-
rent assets, Volkswagenwerk AG has
pledged securities at a nominal value
of 2 million DM to safeguard routine
handling of imports. It was also liable
in the amount of 5,158,000 DM in
respect of returned contributions to
limited partnerships (Kommanditge-
sellschaften). There were contribution
liabilities totalling 2,300,000 DM for a
limited liability company partnership
(GmbH & Co.KG) and a private limit-
ed liability company (GmbHI. Liabili-
ties to a cooperative and another
private limited liability company
(liability to contribute in accordance
with the Articles of Association) total-
led 120,600 DM.
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Volkswagen Group

Statement of Earnings

The figures given in the 1983 state-
ment of earnings have been affected
by the changes in the exchange rate
between the DM and the US$ and
currencies dependent on the USS. It
is thus difficult to make a fair compari-
son with the previous year's figures.

Sales of the Volkswagen Group rose

by 2,655 million DM (7.1%) to 40,089
million DM during the year under re-
port. The percentage of foreign sales
was 63.9% compared with 67.9% in

1982.

Gross Performance rose by 2,650 mil-
lion DM (7.0 %) to 40,680 million DM.

The increase in Expenditures for Raw
Materials, Supplies and Other Mate-
rials was due to rises in the cost of
materials and the change in model
structure.

Income from Investments in Subsidiaries
and Affiliates stemmed almost entirely
from the financial statements of Volks-
wagenwerk AG and mainly related
to the Company's shares in the Ger-
man sales centers.

Income from Other Financial Invest-
ments derived mainly from Volkswa-
gen of America, Volkswagenwerk AG
and Volkswagen do Brasil.

Other Interest and Similar Income de-
rived mainly from Volkswagen do
Brasil, Volkswagenwerk AG and the
financing companies.

Gains from Disposal of Fixed Assets
and Investments were predominantly
due fo the sale of used vehicles
belonging to leasing and rental com-
panies and to disposals by Volkswa-
gen of America and Volkswagen-
werk AG.
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Income from Elimination of Reserves
for Undetermined Liabilities no Longer
Required was chiefly accounted for
by Volkswagen of America and AUDI
NSU AUTO UNION AG.

Income from Elimination of Reserves
for Special Purposes no Longer
Required derived mainly from Ger-
man companies eliminating items
created in accordance with § 1 of the
Developing Countries Tax Act and
from the elimination of the item crea-
ted in accordance with § 52 subsec-
tion 5 of EStG (Income Tax Act).

Other Income resulted in particular
from foreign exchange gains, from
the rebilling of advertising material
and sales promotion expenses, from
renting and leasing, and income de-
riving from the rebilling of warranty
charges to suppliers.

Wages and Salaries came to 12,371
million DM, that is, 302 million DM
more than the previous year, despite
the decline in the average size of
workforce (cf. page 40). The increase
was mainly due to changes in social
legislation, pay increases, new actua-
rial tables and expenditure in con-
nection with early retirement
schemes.

The item Write-down of Financial In-
vestments contains value adjustments
for long-term loans. It also comprises
write-downs of consolidated holdings
insofar as they did not have to be
excluded to avoid double listing.

Losses on Disposal of Fixed Assets and
Investments derived mainly from the
financial statements of Volkswagen of
America, Volkswagen do Brasil and
V.A.G France.

The item Interest and Similar Charges
was affected to a great extent by the
high financing costs, particularly in
the Latin American countries, due to
inflation.

Taxes on Income, Earnings and Proper-
ty were 36 million DM up on the pre-
vious year, particularly owing to the
rise in earnings at AUDI NSU AUTO
UNION AG.

Other Taxes mainly consisted of sales
taxes and other taxes levied on the
Group's foreign companies.

Additions to Reserves for Special Pur-
poses mainly derived from VW
KRAFTWERK GmbH in accordance
with section 34 of the EStR (Income
Tax Guidelines) and from VA.G
France.

Most of the Other Expenses consisted
of advertising and sales promotion
costs, expenditure on servicing and
maintenance, currency losses, ex-
penses for shipment of finished pro-
ducts, renting and leasing.

The consolidated Loss of 215 million
DM was mainly due to the still
unsatisfactory earnings situation of
the Latin American companies. The
improvement of 85 million DM com-
pared with the previous year was
chiefly caused by the improvement in
the earnings situation of Volkswagen

of America and the cutting of losses
within the TRIUMPH-ADLER group.



Volkswagenwerk AG

Notes on the
Financial Statements

of Volkswagenwerk AG

Balance Sheet

Assets

Investments in Property, Plant and
Equipment remained at a high level,
1,480 (1,718) million DM. The emphasis
of investment was on the further
development and updating of our
product range and on restructuring
measures to improve work flow and
working conditions.

Additions to finished buildings and
plant, including transfers of items
under buildings and plant under
construction and advance payments
on fixed assets, came to 1,585 (1,686)
million DM. Out of this total, 786
(675) million DM was expended on
plant and office equipment, 611 (597)
million DM on machinery and fixtures
and 188 (414) million DM on real
estate and buildings.

At the end of 1983 the gross book va-
lue of prcgaerly, plant and equipment
amounted to 15,418 (14,406) million
DM. After deduction of the value ad-
justments on this sum in the amount of
11,939 (11,048) million DM, the net
book value of property, plant and
equipment came to 3,479 (3,358) mil-
lion DM.

As previously, property, plant and
equipment have been valued at acqui-
sition or manufacturing cost, less de-
preciation. Manufacturing cost and
advance payments on fixed assets,
as well as regular depreciation, have
been valued in accordance with the
principles explained in the 1981 and
1982 Annual Reports. Apart from the
extraordinary depreciation or additi-
onal allowances in accordance with
§ 3 of the Border Area Promotion Act,
88 6b and 7 d of the Income Tax Act
and subsection 35 of the Income Tax
Guidelines, the extraordinary depre-
ciation as per § 51 of the Income Tax
Act was treated for the first time as
regular depreciation on research or
development assets promoted by the
1984 Tax Relief Act in the year under
report. These measures totalled 337

(331) million DM.

Non-regular depreciation was
charged to a limited extent owing to
the phasing out of standard assemb-
lies and the lack of further applica-
tions for movable assets.

Investment grants and subsidies from
public funds have been deducted
from acquisition or manufacturing
cost. Those relating to the previous
year are shown under disposals.

Capital expenditure has been broken
down according to the various plants
(in million DM):

Plant Incl.
movable
assets

Wolfsburg Q67 851

Hanover 138 93

Kassel 143 137

Salzgitter 106 100

Emden 43 32

Brunswick 83 /8

1,480 1,291

Intangible fixed assets are not carried
as assets.
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Volkswagenwerk AG

Additions to Investments in Subsidiaries
and Affiliates shown under Invest-
ments in Germany resulted from the
setting up of a sales center and three
new companies in Berlin which are
particularly involved in the fields of
traffic research, new production tech-
niques and technical data proces-
sing. Abroad, the main changes in
capital stock were at Volkswagen de
Mexico, S.A. de CV,, Volkswagen do
Brasil S.A., Volkswagen of Americq,
Inc., Volkswagen Caminhdes Ltda.,
Volkswagen of South Africa (Pty.) Ltd.
and Volkswagen Bruxelles S.A. There
was also capital expenditure for
increases in capital stock at TAS Tvor-
nica Automobila Sarajevo and Motor
Peru S.A. and for the forming of the
new company Volkswagen Asia Ltd.,
Tokyo.

Depreciation on additions for 1983
was distributed as follows:

Thousand Real estate
DM and land-
rights
with office,
factory and
other
buildings
1983
additions!! 185,655
Depreciation on
1983 additions 58,742

1 Additions inclusive of transfers from
construction in progress and
advance payments on fixed assets
(not including special tools not yet
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Disposals were due to the amalga-
mation of sales centers in Germany.
The capital stock of V.A.G Espaiiq,
S.A. was also reduced after activities
in the Spanish market had been ta-
ken over by SEAT S.A. in accordance
with a cooperation agreement.

Trade investments have been valued
at acquisition cost, less value adjust-
ments. Holdings in one domestic sub-
sidiary and eight foreign companies
have been written down as a result
of continuous loss in value or inherent
risks. Most of the value adjustments
were accounted for by our activities
in Latin America. Out of the total
amount of write-downs, 568 million
DM was in respect of additions for
the year under report.

Build- Machi-
ingson  nery
leased  and

real fixtures
estate

with res- without

idential build-

build-  ings

ings

547 1,084 647 611,113

14 1,084 110 332,880

in operational use and on which
depreciation has not yet been
applied, but including additions to
land and buildings eligible for depre-

As in previous years the Loans Receiv-
able with an Initial Term of Four Years
or Longer consisted of funds which
were made available to various
housebuilding associations and Com-
Eony employees. 7 % discount has

een applied to loans granted since
1955. loans granted up to December
31, 1954, under § 7 ¢ EStG (Income Tax
Actl, have been fully written down.
The values shown for these loans ha-
ve been retained, due account ha-
ving been taken of redemption
amounts.

Inventories rose by 295 million DM
owing to the considerable increase in
the volume of production during the
last quarter of 1983. Inventories have
been valued, as before, according to
the principles explained in the 1981
Annual Report.

Plant Cons- Advance
and truction  payments
office in on fixed
equip- progress assets
ment

752,302 39,500 10,200
192,671 18,400 5,100

ciation as provided for under § 6 b
EStG (Income Tax Actl)



Volkswagenwerk AG

Trade Accounts Receivable totalling
463 million DM consisted of 365 mil-
lion DM for foreign business and 98
million DM for domestic business.
Values were adjusted appropriately
to allow for non-payment risks. Most
of the accounts due for payment
have been settled in the meantime.

Cash in Banks consisted mainly of
fixed deposits.

The value of Securities rose by 939
million DM owing to the purchase of
deposit certificates and short-term
bonds offering favourable interest
rates for the investment of liquid re-
sources. Securities have been valued
at acquisition cost in every case or at
the stock exchange price at the end
of the year where necessary. As in
previous years, securities with a nomi-
nal value of 2 million DM were
pledged as security in favour of the
customs authorities in Hanover to
ensure routine import clearance.

The balance-sheet value of Treasury
Stock remained unchanged. lts nomi-
nal value is equivalent to 1.3 % of
capital stock. It was acquired in 1971
in connection with a conversion offer
to AUDI stockholders on the occasion
of a capital increase. A total of
301,206 shares were acquired at a
nominal value of 15,060,300 DM, the
average price being 190.04 DM per
share. A reserve has been created in
respect of our treasury stock as
required by law.

Receivables from Subsidiaries and Affi-
liates rose by 521 million DM com-
pared with the previous year, which
was essentially due to the increase in
amounts receivable from VA.G leas-
ing GmbH, AUDI NSU AUTO
UNION AG and Volkswagen
Canada Inc. Amounts receivable
from Volkswagen of America, Inc.
showed a great decline. Out of total
receivables, 2,197 million DM are ac-
counted for by domestic companies
and 858 million DM are in respect of
foreign companies. Value adjustments

have been made for non-payment
risks and foreign exchange risks, and
in respect of sums made available
free of interest.

Miscellaneous Other Current Assets
chiefly comprised amounts receivable
from the tax office in respect of sales
tax refunds and interest not yet due.
The decrease compared with the pre-
vious year is particularly due to the
much lower reinbursements from the
labour office in connection with short-
time working due to the reduction in
short time, as well as the sale of entitle-
ments from promissory notes.

Stockholders’ Equity and

Liabilities

Capital Stock, Legal Reserve, Reserve
for Treasury Stock and Other Reserves
remained unchanged for the year un-
der report. There is also still an additi-
onal amount of 300 million DM by
way of capital authorized but not yet

issued; the authorization stands until
June 30, 1984.

Reserves for Special Purposes were
down by 125 million DM on the pre-
vious year particularly owing to the
required partial elimination of special
reserves created pursuant to § 3 of
the Foreign Investment Act. Further
amounts were written back in the
other reserves for special purposes in
accordance with the statutory
regulations.

The Allowance for Doubtful Trade
Acceptances and Accounts was the sa-
me as the previous year, that is, 1% of
trade accounts receivable and
advance payments to suppliers as se-
curity against the general credit risk.

Undetermined Liabilities in respect of
Old-age Pensions have been calculat-
ed on the going value principle, in
accordance with § 6a EStG (Income
Tax Act) on the basis of actuarial
methods and an interest rate of 6%,
the reviewed actuarial tables were
taken into account to a reasonable
extent. The reserve for special pur-

poses from the previous year resulting
from the increase in the interest rate
from 5.5% to 6% was eliminated at
1/12 of the original amount as planned.

Other Undetermined Liabilities particu-
larly comprised provisions for warran-
ties and other marketing expenses,
tax provisions and provisions for
labour costs. Compared with the
previous year, it was particularly tax
provisions and provisions for labour
costs which rose.

Liabilities with an Initial Term of Four
Years or Longer increased, mainly as
a result of a 200 million DM loan
from Volkswagen International Fin-
ance NV.

Of the Trade Accounts Payable, 1,164
million DM was in respect of domest-
ic suppliers and 93 million DM for
foreign suppliers.

A maijor share of amounts Due to
Banks concerns sums due in connec-
tion with the financing of import and
export transactions. The increase
compared with the previous year was
in current debts to banks.

Accounts Payable to Subsidiaries and
Affiliates were essentially to VW
KRAFTWERK GmbH and Volkswagen
of America, Inc. The decrease com-
pared with 1982 was mainly a result
of the reduction in accounts payable
to our Mexican subsidiary.

The main items in Miscellaneous Other
Liabilities were payroll liabilities and
other staff payments.



Volkswagenwerk AG

Statement of Earnings

Sales increased by 2,159 million DM
(8.0%) to 29,187 million DM, which
was particularly due to the greater
share of Audi models, price increases
and an above-average increase in
other sales. Whilst domestic sales
were 20.2 % up on the previous year,
export sales fell by 1.7 %. Vehicle
business accounted for 75.7 %

(75.9 %) of total sales.

The increase in Expenditures for Raw
Materials, Supplies and Other Mate-
rials by 2,079 million DM (1.2 %) was
caused primarily by the greater pro-
portion of vehicles purchased from
subsidiaries coupled with the higher
cost prices and, to a lesser extent,
increases in the prices of production
materials and supplies.

Income from Profit and Loss Assump-
tion Agreements derived from the
domestic subsidiaries AUDI NSU
AUTO UNION AG, WESER-EMS Ver-
triebsgesellschaft mbH, VA.G Trans-
port GmbH and V.A.G Kredit Bank
GmbH.

Income from Investments in Subsidiaries
and Affiliates chiefly comprises profits
distributed by Volkswagen Bruxelles
S.A. and Volkswagen of South Africa
(Pty.) Ltd. as well as profits from the
current fiscal year distributed by the
domestic sales centers, interRent
Autovermietung GmbH, VA.G leas-
ing GmbH and VW-Versicherungsver-
mittlungs-GmbH.

Income from Other Financial Invest-
ments resulted from inferest on loans.

Other Interest and Similar Income
chiefly resulted from securities in the
current assets, loans to subsidiaries
and aoffiliates as well as fixed
deposits.
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Gains from Disposals of Fixed Assets
and Investments resulted chiefly from
the redemption of housing loans and
the sale of machinery and special
tools.

Income from Elimination of Reserves
for Undetermined Liabilities chiefly
derived from the elimination of provi-
sions for staff and marketing ex-
penses as well as tool-modification
costs which were no longer required.

Other Income mainly resulted from the
rebilling of tax to subsidiaries and
affiliates in a joint taxation relation-
ship, the settling of business in foreign
currency, catering sales and rebilleg
services.

Labour Cost rose by 540 million DM
to 7,324 million DM, or 8.0% com-
pared with the previous year (cf. “Per-
sonnel and Social Matters” on page
38ff.). Taking into account the smaller
average workforce compared with
the fiscal year 1982, this increase
resulted from changes in social insur-
ance legislation and an increase in
pay. Other factors were the applica-
tion of reviewed actuarial tables and
the rise in expenditure involved in the
early retirement scheme compared
with the previous year.

Interest and Similar Charges principal-
ly concerned long-term liabilities.

Taxes on Income, Earnings and Property

consisted largely of tax on earnings
for the current year.

Expenses under Profit and Loss
Assumption Agreements were primar-
ily due to the waiving of amounts
receivable from TRIUMPH-ADLER AG
fur Biro- und Informationstechnik as
well as the profit and loss assumption
agreement with VW KRAFTWERK
GmbH.

The main items under Other Expenses
were freight costs for the distribution
of products, the cost of materials and
outside services in connection with

the servicing and maintenance of
plant, advertising and sales promo-
tion expenses as well as expenditure
resulting from transactions in foreign
currencies.

Additional Details

In addition to the Contingent Liabilities
shown in the balance sheet, we were
liable in the amount of 62,500,000
DM in the form of subscription obliga-
tions concerning private limited liabil-
ity companies in Germany. We had
additional liabilities in the amount of
5,158,000 DM for returned capital
contributions from limited partner-
ships.

For the 200 million DM loan granted
to us by Volkswagen International Fin-
ance N.V. we signed a guarantee to
bondholders in the same amount.

The remunerations of the members of
the Board of Management amounted
to 8,488,215 DM in 1983. Retired
members of the Board of Manage-

ment or their surviving dependants
received 5,197,410 DM.

The remunerations of the Supervisory
Board amounted to 347,414 DM.



Since our Annual Report is intended
to be read by as wide a circle as
possible, and some of the technical
terms used in it are subject to varying
definitions, we should like to explain
them. We make no attempt to be
comprehensive, nor do we claim
scientific exactitude. Rather we wish
to indicate the interpretations current
within the Company.

Explanations of
Certain Financial
Terms

Actual indebtedness: This is the
amount of total liabilities reduced by
the cash assets and quickly liquida-
table assets. It is determined thus:
Outside capital minus short-term
receivables and loans (reduced by
the allowance for doubtful trade
acceptances and accounts) and
liquid funds.

Added value: The increase in value
achieved by a company in a period
(added valuel is calculated at Volks-
wagenwerk AG as follows: Gross
performance as shown in the state-
ment of earnings + other income -
expenditures (predominantly material
costs) — depreciation and losses from
disposals. The calculation of the ad-
ded value also shows, to what extent
the employees, the creditors, the
State, and the stockholders participate
in the total performance of the Com-

pany.

Additions: Every actual quantitative
addition of items in the fixed assets
and investments (physical alteration
of the fixed assets and investments) is
designated as an addition. Additions
can only be shown as such in the
accounting period in which the quan-
titative addition in the fixed assets
and investments actually occurred.

Adjustment items arising from
initial consolidation: The difference
resulting when the acquisition costs of
a holding in a group company do
not correspondg to the capital to be
consolidated available at the time of
acquisition (capital stock, reserves,
profit or lossl. The resulting sum is
shown in the balance sheet under
“Adjustment items arising from initial
consolidation”. Thus for example an
adjustment item on the assets side
can contain valuation reserves in
acquired group companies or future
profits already contained in the ac-
quisition price.

Advance payments: These are
prepayments on agreed supply and
service contracts in connection with
which a delivery or service has not
yet been completed.

Allowance for doubftful trade
acceptances and accounts:

In order to cover the general credit
risk aftaching to the receivables, a
flat value adjustment can for reasons

of business circumspection be made.
Account must on the other hand be
taken of individual bad debts through
value adjustments made on the assets
side in the case of the receivables
concerned.

Authorized capital: Authorized
capital is one of the four forms of
capital increase provided for in the
Corporation Law and comprises the
authorization of the Board of Mana-
gement by the Annual Meeting of
Stockholders to increase the capital
stock of the company within a maxi-
mum of five years by up to an agreed
nominal value through the issue of
new shares.

The conditions and the exact date of
the share issue are decided by the
Board of Management after appro-
val by the Supervisory Board. Since a
further resolution of the Annual Meet-
ing of Stockholders directly prior to
the increase of coEitol stock is not
necessary, the authorized capital
represents a flexible instrument for
capital raising as far as the time of
the increase is concerned which
makes it possible to adapt the time
and conditions swiftly to the situation
on the capital market at any given
point. At the Annual Meeting of
Stockholders of 1979 the Board of
Management was authorized to in-
crease the capital stock of Volks-
wagenwerk AG from the present
1,200 million DM fo up to 1,500 million
DM through the issue of new bearer
shares up to June 30, 1984. The stock-
holders are to have subscription
rights.

Capital investments: These are
additions of property, plant and
equipment for long-term use — e.g.
real estate, machines and plant and
office equipment. They also include
additions of intangible fixed assets
such as patents and licences, and
also financial investments such as the
acquisition of shares, limited liability
company holdings and bonds. The
consolidated financial statements
also include under additions for
example the fixed assets and invest-
ments of companies included in the
consolidation scope for the first time
and an increase of the adjustment
items arising from initial consolida-
tion.
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Cash flow: This is the sum of money
available to a company for financing
purposes in any fiscal year from the
sales proceeds after deduction of
expenses such as material, labour
and other costs. In practice it is ascer-
tained in different ways. At Volkswa-
genwerk AG it is ascertained thus:
loss/Net earnings + provision for
depreciation of ?ixed assets and
write-down of investments — write-ups
+ disposals of property, plant, equip-
ment and investments +/— increase/
decrease in provision for old-age
pensions +/— increase/decrease of
stockholders’ equity in reserves for
special purposes.

The cash flow is a figure for the rating
of the internal financing capacity of a
company.

Consolidation: This is the integration
of the individual financial statements
[balance sheets and profit and loss
accounts) of the legally independent
group companies being consolidated
into group financial statements,
setting off intra-group transactions to
avoid double counts. The following
items have to be set off: equity
capital of the subsidiary against the
corresponding item “Investments in
subsidiaries and offiliates” of the
parent company |capital consolida-
tion), receivables against liabilities
(debt consolidation] and expenses of
the one company against the corres-
ponding income of the other group
company, where necessary eliminat-
ing infer-company profits [expenses
and income consolidation).

Contingent liabilities: These are
liabilities whose reason and extent
are known but where it is uncertain
whether the company will have to
meet them. For example guarantees
are shown in these sums. Because this
kind of liability has as yet no fixed
character, it is shown outside the
actual balance sheet structure.

Convertible bond: The convertible
bond confirms to the bearers, in addi-
tion to creditor rights (redemption
and interest), the right to convert the
bonds into shares or to acquire addi-
tional shares.

The right to acquire shares at a fixed
price is the feature the two types of
bond have in common. In the case of
the convertible bond the subscription
right is exercised by converting the
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bond into shares - possibly a certain
premium has to be paid in addition.
The option bond differs from the con-
vertible bond in that the subscription
right can be separated from it.

Current assets: All assets which do
not serve the longerterm business
operation and are not advance pay-
ments for expenses of the following
year litem “Prepaid and deferred
expenses”] are referred to as current
assets. In principle these include all
objects which are to be used up, pro-
cessed or disposed of. Current assets
are subdivided into the groups “In-
ventories” and “Other current assets”.
The assets under these headings are
characterized by the fact that they
have a relatively fast furnover.

Deferred income/Prepaid and
deferred expenses: Revenues or
expenditures of the company which
do not result in income or expenses
until after the balance sheet date
(e.g. rent paid in advancel.

Degree of indebtedness (Actual
indebtedness/Cash flow): This ratio
is a yardstick for the debt level of a
company and shows how many
years it would take to repay all liabili-
ties from self-generated funds.

Depreciation: By means of deprecia-
tion the acquisition or manufacturing
costs of items making up the fixed
assets are distributed over the
accounting periods (fiscal years) in
accordance with their planned useful
life. In addition to this regular depre-
ciation there is extraordinary depre-
ciation for covering unforeseen value-
reducing factors and for tax pur-
poses. Such depreciation can for
example take account of the obsoles-
cence of machinery as a result of
technical progress.

Disposals: The statement of reduc-
tions in fixed assets and investments
presupposes the physicall disposal
of assets in particular through sale,
demolition or scrapping. Higher or
lower proceeds compared with the
book values can thus be achieved;
the difference between proceeds
and book value is shown in the state-
ment of earnings under gains or
losses on disposal of fixed assets and
investments.

At Volkswagenwerk AG the invest-
ment allowances granted from
government funds on the previous
year's capital investments, whereby
the acquisition or manufacturing costs
are reduced, are also shown as
disposals.

Fixed assets and investments:
These include all items which on the
day of accounting are intended to
serve the operation of the company
over the longer term. Fixed assets and
investments are subdivided into tangi-
ble and intangible assets le.g. licen-
ces, patents, rights) and financial
investments.

Gross performance: This is the per-
formance which has been achieved
by a company during a given period
and consists mainly of the sales pro-
ceeds. Along with this the gross per-
formance includes changes of inven-
tories of the products and the other
self-produced assets.

Intangible fixed assets: Rights
acquired against payment, e.g. con-
cessions, licences and patents.

Inventories: These comprise raw
materials and supplies, work in pro-
gress, finished products and goods.
Raw materials are all materials which
go direct into the product as essential
components; auxiliary materials are
only minor components of the pro-
duct; supplies le.g. lubricants) are not
a part of a product but are necessary
for its manufacture. “Goods” are all
objects which have been purchased
from outside and disposed of without
processing or reworking. At Volks-
wagenwerk AG for example these
include the vehicles assembled by
Volkswagen Bruxelles.

Investments in subsidiaries and
affiliates: These are holdings in
other companies (stock companies or
unincorporated companies) which
were acquired with the intention of a
longer-term participation.

Liquid funds: These are the financial
assets of a company which are avai-
lable at all times. They include
cheques, cash on hand, deposits at
the Federal Bank and in postal check-
ing accounts, and cash in banks.



Liquidity: The company’s ability to
meet its financial obligations when-
ever they are due. In order to secure
constant ability to pay it is necessary
to match incoming payments and
obligations to pay in such a way that
the inflow and outflow balance as far
as possible. Since in practice this
target can only be approached, every
company is forced for reasons of
security to hold a liquidity reserve.

Loans receivable in accordance
with 88§ 89 and 115 of AkitG (Cor-
poration Law): This includes loans to
members of the Board of Manage-
ment, senior executives and persons
on a level with this group, and loans
and advances to members of the
Supervisory Board. This obligatory
statement also includes loans to com-
panies in whose statutory bodies a
member of the Board of Manage-
ment or Supervisory Board of the
loan-providing company is repre-
sented.

Loss: See “Net earnings/loss".

Loss as shown in the balance
sheet: This is the loss after net ear-
nings lloss) brought forward and
change in reserves.

Maintenance of capital: This is the
maintenance of equity-financed
assets taking account of price increa-
ses. The aim of capital maintenance
is to show as profit only the sum
which is not required for the reacqui-
sition of plant necessary for produc-
tion even with rising prices and to
avoid showing so-called “fictitious
profits”.

Material, wages and overhead
capitalized as additions to plant
and equipment: These are for exam-
ple self-produced plant and tools.
They are shown in the statement of
earnings under the income item
“Material, wages and overhead
capitalized as additions to plant and
equipment” since the expenses aris-
ing from the production of the com-
pany-constructed assets wages,
materials etc.) are contained in the
corresponding items in the statement
of earnings.

Minority interest in consolidated
subsidiaries: If outside (non-group
parties have an interest in the com-

panies included in the consolidated
financial statements, then a “Minority
interest in consolidated subsidiaries”
has to be shown separately in the
consolidated balance sheet for their
share in the capital, reserves and
profit/loss. This adjustment item is
necessary, since all assets and liabili-
ties of the group companies are in-
cluded in the balance sheet in full
although they only belong partially
to the group companies. For example
under this item the Volkswagen
Group balance sheet has to show
the minority interests that exist in
Volkswagen do Brasil and VW-Ver-
sicherungsvermittlungs-GmbH.

Net earnings/Loss: The sum is arriv-
ed at mathematically from the diffe-
rence between all income and ex-
penses and represents the result of
the year under review before trans-
fers to or from reserves.

Net earnings available for distri-
bution: This is the profit of @ company
after transfers to or from reserves and
taking account of net earnings (loss)
brought forward. It forms the basis for
the Annual Meeting of Stockholders’
resolution as to a dividend distribu-
tion.

Net earnings brought forward: This
is what remains of the net earnings
available for distribution in accordan-
ce with the resolution of the Annual
Meeting of Stockholders and is car-
ried forward to the new year.

Net earnings per share: This figure
is calculated as a quotient on the
basis of net earnings and the number
of shares and serves as a yardstick
for the evaluation of the earning
capacity of a company.

Potential capital: The main feature
of a potential capital increase is that
an increase in the capital stock is
adopted by the Annual Meeting of
Stockholders, but the amount as well
as the date remain undetermined in
contrast to an ordinary capital in-
crease. Primarily the potential capital
serves to enable the management to
issue convertible or option bonds.

Provision for old-age pensions:
These are set up on the basis of
actuarial computations. Precondition
for the setting up of a provision for

pensions is a promise of pension on
the basis of which the company
employees have a legal claim to con-
tinued or once-only pension pay-
ments when they retire from work.

Receivables from subsidiaries and
affiliates: These companies are
legally independent companies
which are defined in detail in the
Corporation Law. All receivables from
subsidiaries and affiliates have to be
shown separately in the balance
sheet. One example of this in Volks-
wagenwerk AG's financial state-
ments are the receivables from AUDI

NSU AUTO UNION AG.

Reserves: These are a part of the
stockholders’ equity shown on the
liabilities side of the balance sheet
and are subdivided into legal and
other reserves. Transfers o reserves
are made either by payments by
stockholders le.g. the premium paya-
ble on the issue of new shares for the
capital increase of Volkswagenwerk
AG) or by transfers from the net ear-
nings. Wnﬂs’r allocations to the legal
reserve are regulated by the Corpo-
ration Law, the company managing
bodies or the stockholders decide on
the formation of other reserves. Allo-
cations to reserves from net earnings
permit whole or partial maintenance
of selffinanced assets [maintenance
of capital) and thus in the long term
lead to a higher intrinsic value of the
company.

Reserves for special purposes: In
certain circumstances tax law provi-
des the possibility of setting up a tax-
free reserve which in later years has
to be liquidated in such a way as to
affect results and increase earnings.
When such reserves are adopted in
the financial statements then they
must be shown separately after the
free reserves in the “Reserves for
special purposes”. It must be indicat-
ed under which statutory provisions
these reserves were set up le.g. reserve
for investments in developing coun-
tries in accordance with § 1 of the
Developing Countries Tax Actl.

Reserve for treasury stock: In
accordance with § 150a of the Cor-
poration Law Volkswagenwerk AG
set up in 1979 a reserve for treasury
stock. This reserve, which had to be
set up in the amount of the book
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value shown on the assets side of the
balance sheet for treasury stock in
accordance with § 155 AktG serves in
the sense of protection of creditors
the safeguarding of stockholders’

equity.

This is achieved by the withholding
from possible distribution of profit a
sum corresponding to the value of
treasury stock by showing it as a
legal reserve with the concomitant
statutory restriction of disposal. This

revents the assets of the company
Eeing reduced by the sum of these
shares and thus an indirect repay-
ment of liable equity capital to the
stockholders.

Sales: In the case of a group this
refers to the sales proceeds adjusted
for internal transactions — i.e. trans-
actions between the individual con-
solidated group companies. Trans-
actions conducted for example
between Volkswagenwerk AG and
AUDI NSU AUTO UNION AG have
within the Group the character of
supplies between legally dependent
plants.

Sales to the dealer organization;
deliveries of vehicles to customers:
In the Annual Report of Volkswagen-
werk AG figures are given both for
deliveries of cars to customers and for
sales to the dealer organization.
Sales to the dealer organization
means Volkswagen Group vehicles
sold to the Volkswagen and Audi
outlets not belonging to the Group.
Deliveries to customers means vehic-
les sold by the dealerships to final
consumers.

Subsidiaries and affiliates: See
“Receivables from subsidiaries and
affiliates”.

Transfers: As a rule these are trans-
fers from one item within the fixed
assets and investments to another.
They do not represent any alteration
in value or quantity, but are altera-
tions of statement with purely formal
significance.

Treasury stock: This represents that
part oftrxe capital stock of a compa-
ny which the company has acquired
itself and is shown in the current
assets with the acquisition costs or
the possibly lower stock exchange
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value. The Corporation Law makes
the acquisition of treasury stock
dependent on the existence of cer-
tain preconditions and limits it to 10 %
of the capital stock. Thus the treasury
stock of Volkswagenwerk AG for
example was acquired in 1971 in con-
junction with the conversion offer to
the shareholders of the AUDI NSU
AUTO UNION AG.

Undetermined liabilities: These are
a part of outside capital and are
formed for obligations whose nature
is known but whose amount and due
date are unknown. Undetermined
liabilities are not reserves and are
thus not profits withheld. They are set
up for example to cover concrete
litigation risks which can lead to a
subsequent claim being made on the
company.

Working capital: This is a measure
for assessing the extent of liquidity.
Working capital represents the
amount by which current assets
exceed short-term outside capital. It
comprises current assets, less allo-
wance for doubtful trade acceptan-
ces and accounts, and less short-term
outside capital.

Write-ups: These serve to reverse
earlier extraordinary depreciation.
Furthermore sums relating to the accu-
mulation of interest are shown in the
write-ups column which are correc-
tions of value adjustments li.e. earlier
discounts) in the case of interest-free
and low-interest loans.



The Volkswagen Group

December 31,1983

Thousand DM

Assets

Fixed Assets and Investments
A. Property, Plant, Equipment and Intangible Assets

Real estate and
land rights
with office, factory and
other buildings
with residential buildings
without buildings
Buildings on leased real estate
Machinery and fixtures
Plant and office equipment
Construction in progress and advance
payments on fixed assets
Trademarks and the like

B. Investments

Investments in subsidiaries and affiliates
Other investment securities
loans receivable with
an initial term of four years or longer
Par value at Dec. 3I, 1983
304,034
of which secured by mortgages
99,527
loans in accordance with § 89 AktG
4,187
loans in accordance with § 115 AkG
182
Other investments

C. Adjustment ltems Arising from Initial Consolidation

Current Assets

A. Inventories

B. Other Current Assets
Adyance payments to suppliers
Trade accounts receivable

of which amounts due in more than one year
Trade acceptances

of which acceptances discountable at German Federal Bank

Cheques on hand
Cash on hand, deposits at the German Federal Bank
and in postal checking accounts
Cash in banks
Securities
Treasury stock [par value at Dec. 31, 1983: 15,060)
Receivables from subsidiaries and offiliates

of which amounts for goods and services rendered
loans receivable in accordance with § 89 AkG
Miscellaneous other current assets

Prepaid and Deferred Expenses
Loss after Change in Reserves and Minority Interest

Jan. ],
1983

3,693,565
373,770
168,000

64,724

2,047 465

3,534,880

1,589,140
2,530
11,474,074

75,296
27473

209,004

17,336
329,109
11,803,183

Amounts Additions
brought
forward3!

= 242,946

= 5,442

== 12,605

= 3,880

= 841,847

22,392 2,688,112

= 972,096

= 1,805

22,392 4,768,733

= 9,983

= 222

= 46,516

= 9,468

= 66,189

22,392 4,834,922
67,570
1,101
5,368

Disposals

40,847
5,063
6,173

274

21,810

466,130

472,773
1,013,070

2,383
7,281

20,0432

70
29777
1,042,847

Transfers

172,262
(1,522)
(14,739
(483)
206,454
427 497

(790,286)
817

4,715

(4,715)

Consolidated Balance Sheet of the Volkswagen Group

Depreciation

310,943
16,302
2,981
9,114
1,063,648
1,989,644

57,548
1,090
3,451,270

5,230
832

9,442

4,802
20,306
3,471,576

Dec. 3],
1983

3,756,983
356,325
156,712

58,733

2,010,308

4,217,107

1,240,629

4,062
11,800,859

77 666
24,297

226,035

17,217
345,215
12,146,074
119,170
12,265,244

5,845,491

32,372
1,734,318

145,144
20955
6,098
1,643,150
2,507,204

21,235
10,237

4,251,797
10,372,510
16,218,001

316,790
58,762

28,858,797

Dec. 3],
1982

3,693,565
373,770
168,000

64,724

2,047 465

3,534,880

1,589,140
2,530
11,474,074

75,296
27,473

209,004

17,336
329,109
11,803,183

120,049
11,923,232

5,649,243

14,525
1,419,485

137,328
22,947

7,349
1,785,049
1,269,084

21,235

1,655

717
3,333,733
8,013,107

13,662,350

343455

25,929,037

Capital Stock of Volkswagenwerk AG

Consolidated Reserves

Reserve from capital stock surplus!!

Reserve of the Group arising from earnings!!
Adjustment items arising from initial consolidation

Minority Interest in Consolidated Subsidiaries
in net earnings
in loss

Reserves for Special Purposes

Reserve in accordance with § 52 subsection 5

of the Income Tax Act

Reserve for investment in developing countries in
accordance with § 1 of the Developing Countries Tax Act

Reserve in accordance with

section 34 of the Income Tax Guidelines

Reserves in accordance with French legislation

Reserve in accordance with § 3 of the

Foreign Investment Act

Reserve in accordance with § 1 of the

Foreign Investment Act

Reserve in accordance with § éb of the Income Tax Act

Allowance for Doubtful Trade Acceptances
and Accounts

Undetermined Liabilities

Old-age pensions

Other undetermined liabilities
Maintenance not performed during current year
Warranties without legal obligation
Other

Liabilities with an Initial Term of Four Years or Longer
loans
of which secured by mortgages
Due to banks
of which secured by mortgages
Other liabilities
of which secured by mortgages

Of which amounts due within four years

Other Liabilities
Trade accounts payable
Liabilities resulting from the acceptance
of bills drawn and the issuing of promissory notes
Due to banks
Advance payments from customers
Accounts payable to subsidiaries and affiliates
of which trade accounts payable
Miscellaneous other liabilities

Deferred Income

Net Earnings Available for Distribution

Contingent liabilities with respect to trade acceptances
Contingent liabilities with respect to guaranty obligations

Contingent liabilities with respect to warranties
Other contingent liabilities

Stockholders’ Equity and Liabilities

283,759
2921
87,632
181,411
115,308
65,102
48,126
8,509
5,789
2,870
427,115
45,005
4,235,067
16,543
15,154
5,368,312
9,635,076
728,570
120,000
1.01 0’7“5
242,322
271,940
77,637
2,011,238
728,437
2,680,693
778,537
4,839,521
81,530
62
20
1,641,156
10,021,499
179,738
616,549
173,675
2,906
47,399
28,858,797

Dec. 3],
1982

1,200,000

571,788
4,144,869
37,367
4,754,024

225469

199,574

137,512

2,131

7,236
3,240
349,693

35,884

3,625,851
10,940
14,476

4,352,650

8,003,917

506,475
702,730
241,397

1,450,602

2,672,237
786,169
4,608,492
63,467
96

1,673,848
9,804,309

66,812

38,327

25,929,037

1) These items include the legal reserve of the Volkswagenwerk AG in the amount of 843,387 thousand DM.
2) Offset with foreign exchange adjustments in the amount of 8,533 thousand DM
31 Amounts brought forward of companies consolidated for the first time

Consolidated Balance Sheet - Volkswagen Group
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The Volkswagen Group

Consolidated Statement of Earnings of the Volkswagen Group

Year ended December 31,1983
Thousand DM
1983 1982
Sales 40,088,871 37,434,009
Increase (Decrease) in inventories 76,526 (141,685)
40,165,397 37,292,324
Material, wages and overhead capitalized as additions to plant and equipment 514,539 737,383
Gross Performance 40,679,936 38,029,707
Expenditures for raw materials, supplies and other materials 20,851,808 19,573,340
Excess of Gross Performance over Expenditures for Raw Materials, etc. 19,828,128 18,456,367
Income from profit and loss assumption agreements = 59
Income from investments in subsidiaries and affiliates 49,225 36,216
Income from other financial investments 16,104 14,620
Other interest and similar income 961,630 1,113,259
Gains from disposal of fixed assets and investments and write-ups 184,305 186,265
Income from elimination of reserves for undetermined liabilities no longer required 185,821 382,303
Income from elimination of reserves for special purposes no longer required 43,825 162,192
Other income 1,393,014 1,292,641
of which extraordinary income 255712
2,833,924 3,187,555
22,662,052 21,643,922
Wages and salaries 9,959,170 9,900,172
Social expenditures — compulsory 1,569,086 1,582,218
Pension expenditures and voluntary payments 842,300 586,269
Depreciation of fixed assets and intangibles 3,451,270 3,002,576
Write-down of financial investments (in 1983 including write-down of
consolidated subsidiaries in the amount of 217 million DM) 237,306 35,693
Wirite-down of other current assets and
provision for doubtful trade acceptances and accounts 190,136 79,763
losses on disposal of fixed assets and investments 85,827 83,254
Interest and similar charges 1,447,603 1,422,684
Taxes
al on income, earnings and property 494,088 457,827
b) other 86,286 85,170
580,374 542997
Expenses under profit and loss assumption agreements 20 =
Additions to reserves for special purposes /74,285 201,859
Other expenses 4439877 4,506,555
22,877,254 21,944,040
(Loss) (215,202) (300,118)
Volkswagenwerk AG's net earnings brought forward 26,350 5276
(188,852) 294,842)
Change in consolidated reserves
Transferred from reserves 94,487 265,695
Transferred to reserves 49,108 =
45379 265,695
Minority interest in net earnings of consolidated subsidiaries 2,921 2,748
Minority interest in losses of consolidated subsidiaries 87,632 70,222
(Loss after Change in Reserves and Minority Interest) Net Earnings Available for Distribution (58,762 38,327

According to our legally required audit, the consolidated financial
statements and the annual report comply with statutory provisions.

Hanover, March 27, 1984

Wolfsburg, March 27, 1984 TREUARBEIT Aktiengesellschaft
Wirtschaftsprifungsgesellschaft Steverberatungsgesellschaft
Volkswagenwerk Aktiengesellschaft
Prof. Dr. Forster Siepe
The Board of Management Wirtschaftsprifer Wirtschaftsprifer
lindependent auditors)

Consolidated Statement of Earnings - Volkswagen Group
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ekswopemmm Al Volkswagenwerk AG
Balance Sheet December 31,1983
Assets Stockholders’ Equity and Liabilities
Jan. 1,1983 Additions Disposals Transfers Depreciation Dec. 31, 1983 Dec. 31,1982 Dec. 3], 1983 Dec. 31,1982
Thousand Thousand
DM DM DM DM DM DM DM DM DM
Fixed Assets and Investments Capital Stock 1,200,000,000 1,200,000
A. Property, Reserves
Plant and Equipment legal reserve 84 843,387
Reserve for treasury stock 2 21,235
Real estate and land rights
with office, factory and Other reserves 1,855,179.345 1,855,179
other buildings 1,480,630,180 123,138,644 11,446,598 66,049,588 161,606,504 1,480,630 2,719,801,121 2,719,801
with residential buildings 10,882,388 368,180 31,394 (1,983,265) 277,805 10,882
without buildings 40,777,710 1,178,353 392,833 (46,018) 1,083,973 239 40,778 Reserves for Special Purposes
Buildings on leased real estate 27,828,721 607,078 8,841 (980,311) 6,068,502 21,378,145 27,829 Reserve in accordance with § 52 subsection 5
Machinery and fixtures 522,546,471 560,038,111 9,892,245 51,311,464 586,976,186 537,027 615 522,546 of the Income Tax Act 156,800,000 172,500
Plant and office equipment 939,163,848 618,745,564 3,258,622 166,330,614 530,814,713 939,164 Reserve for investments in developing countries in accor-
Construction in progress 288,866,949 156,838,945 21,393,216 (235,819,943) 18,400,000 288,867 dance with § 1 of the Developing Countries Tax Act 115,307,608 137,512
Advance payments on fixed assets 46,807,841 19,105,037 1,494,378 (44,862,129) 5,100,000 46,808 Reserve in accordance with §8 1 and 3 of the
3,357,504,108 1,480,019,912 47,918,127 = 1,310,327,683 3,357,504 Foreign Investment Act 14, 100,924
Reserve in accordance with § 6 b of the Income Tax Act 344,296 624
B. Investments 286,749,653 411,560
Investments in subsidiaries and affiliates 1,825417911 920,766,208 8,638,209 = 739,081,791 1,998464,119 1,825418
Other investment securities 1 = 1 - - - = Allowance for Doubtful Trade
loans receivable with Acceptances and Accounts 4,663,000 4,101
an initial term of four years or longer 136,545,620 42,969,525 23,719,068 = 14,823,837 140,972,240 136,546
Par value at Dec. 31,1983 Undetermined Liabilities
DM 253,558,513 Old-age pensions 3,438,570,000 2,954,000
of which secured by mortgages Other undetermined liabilities
DM 91,808,567 Maintenance not performed
to subsidiaries and affiliates during current year 6,7 6,300
DM 63,470,688 Warranties without legal obligation 7,100,000 8,200
loans in accordance with § 89 AktG Other 4,016,031,026 3,146,500
DM 1,296,479 7,468,401,026 6,115,000
loans in accordance with § 115 AktG
DM 163,475
1,961,963,532 963,735,733 32,357,278 = 753,905,628 2,139436,359 1,961,964 Liabilities with an Initial Term
5,319,467,640 2,/443,755,645 80,275,405 - 2064,233311 5,618,714,569 5,319,468 of Four Years or Longer
loans 120,000,000 150,000
Current Assets of which secured by mortgages DM -
Due to banks 22,881,535 25,000
A. Inventories of which secured by mortgages DM 5,000,000
Other liabilities 200,121,236 129
Raw materials and supplies 209,252 468,619 of which amounts due to a subsidiary DM 200,000,000
Work in progress 852,990,506 810,422 343,002,771 175,129
Finished products and bought-in goods 53,/64,909 584,188 Of which amounts due within four years DM 142,914,327
2,158,264,667 1,863,229
B. Other Current Assets Other Liabilities
Trade accounts payable 1,121,628
Advance payments to suppliers 3,628,153 5,108 Due to banks 141,576
Trade accounts receivable 462,682,035 404,988 Advance payments from customers 24,664
of which amounts due in more than one year DM = Accounts payable to subsidiaries and affiliates 138,075
Trade acceptances 8,981,749 8,407 Miscellaneous other liabilities 850,438,322 869,556
of which acceptances discountable at 2,569,705,131 2,295,499
German Federal Bank DM -
Cash on hand and deposits in postal
checking accounts 632,97¢ 989 Deferred Income 406,618 365
Cash in banks 870,782,795 1,164,091
Securities 2,073499,37 1,134216
Treasury stock (par value at Dec. 31, 1983: DM 15,060,300) 776 21,235
Receivables from subsidiaries and affiliates | 333,158 2,533,378 Net Earnings Available for Distribution - 38,327
Miscellaneous other current assets 259,094,701 503,714
6,756569,716 5,776,826
8,914,834,383 7,640,055 Contingent liabilities with respect to
trade acceptances DM 1,029,833,000
Prepaid and Deferred Expenses 418,373 259 Contingent liabilities with respect to
guaranty obligations DM 2855694410
Loss after Earnings Brought Forward 58,761,995 = Contingent liabilities with respect to warranties DM  579/426,020
14592729320 12,959,782 14,592,729,320 12,959,782

Balance Sheet - Volkswagenwerk AG
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Volkswagenwerk AG

Statement of Earnings
of Volkswagenwerk AG

Year ended December 31,1983

Sales

Increase (Decrease) in inventories

Material, wages and overhead capitalized as additions to plant and equipment

Gross Performance

Expenditures for raw materials, supplies and other materials

Excess of Gross Performance over Expenditures for Raw Materials, etc.

Income from profit and loss assumption agreements
Income from investments in subsidiaries and affiliates
Income from other financial investments

Other interest and similar income

Gains from disposal of fixed assets and investments
Income from reduction of allowance for doubtful trade
acceptances and accounts

Income from elimination of reserves for undetermined liabilities no longer required

Income from elimination of reserves for special purposes no longer required

Other income
of which extraordinary income

Wages and salaries
Social expenditures — compulsory
Pension expenditures and voluntary payments
Depreciation of fixed assets
Write-down of financial investments
Write-down of other current assets and provision
for doubtful trade acceptances and accounts
Losses on disposal of fixed assets and investments
Interest and similar charges
Taxes

al on income, earnings and property

bl other

Expenses under profit and loss assumption agreements

Additions fo reserves for special purposes
Other expenses

(Loss) Net Earnings
Net earnings brought forward from previous year
(Loss after Earnings Brought Forward)

Net Earnings Available for Distribution

During 1983 pension payments amounted to DM 92,986,479;
payments during the next five years will be approximately 110, 124,
130, 133, 138 % of this amount.

Wolfsburg, March 27, 1984
Volkswagenwerk Aktiengesellschaft

The Board of Management

1983 1982
DM DM Thousand DM
29,186,987,117 27,027,742

187,088,011 66,962)

29,374,075,128 26,960,780

223,043,504 287,628

29,597,118,632 27,248,408

19,566,601,852 17,487,536

10,030,516,780 9,760,872

193,336,967 97,042

196,560,744 235,588

4,678,526 3,056

310,335,851 433,823

22,661,639 23422

- 29

30,371,452 201,218

124,810,242 52,700

974915815 682,056

95,899,529

1,857,671,236 1,728,934

11,888,188,016 11,489,806

5,863,735,293 5,556,163

878,754,405 836,772

581,428,179 391,006

1,310,327,683 1,330,683

753,905,628 571618

66,976,489 60,648

7,961,924 3,161

48,954,202 44,271

323,290,462 333,368
3,345,105 2,400
326,635,567 335,768

97,842,676 140,795

= 172,500

2,036,777,990 2,013,370

11,973,300,036 11,456,755

(85,112,020) 33,051

26,350,025 5276

(58,761,995) 38,327

According to our legally required audit, the accounting, the financial
statements and the annual report comply with statutory provisions
and the Company’s articles of association.

Hanover, March 27, 1984

TREUARBEIT Aktiengesellschaft
Wirtschaftsprifungsgesellschaft Steuerberatungsgesellschaft

Prof. Dr. Forster Siepe
Wirtschaftspriifer Wirtschaftsprifer

lindependent auditors)

Statement of Earnings - Volkswagenwerk AG
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The Volkswagen Group
in Figures
1974 — 1983
1974 1975 1976 1977 1978 1979 1980 1981 1982 1983
16,966 18,857 21,423 24,152 26,724 30,707 33,288 37,878 37,434 40,089 Sales (million DM
Increase (Decrease)
0 11 14 13 11 15 8 14 (1 / on previous year in %
5,161 6550 8,068 9714 11,229 12,499 11,850 12,064 12,027 14,453 Domestic
11,805 12,305 18,855 14,438 15,495 18,208 21,438 25,814 25,407 25,636 Abroad
Export of
8,547 7142 8,744 9914 10,932 12337 14,102 14,957 15733 15,460 domestic Group companies
Net contribution of
3,826 5,798 5,570 5,634 5,970 7,398 8,733 12,398 11,346 11,812 foreign Group companies
2,052 2,038 2,142 2,240 2,393 2,539 2,495 2,279 2,120 227 Vehicle Sales (thousand units)
Increase (Decrease!
(10) (1 5 5 i 6 (2) (9) (7) 0 on previous year in %
548 626 726 811 895 901 788 738 672 750 Domestic
1,504 1,412 1416 1,429 1,498 1,638 1,707 1,541 1,448 1,377 Abroad
2,068 1,949 2,166 2219 2,385 2,542 2,574 2,246 2,130 2,116 Production (thousand units)
Increase (Decrease)
(11) (6) 11 2 7 Vi ] (13) (5) (1 on previous year in %
1,359 1,229 1,436 1,561 1,569 1,558 1,499 1,410 1,381 1413 Domestic
709 720 730 658 816 984 1,075 836 749 703 Abroad
Workforce at year end
204 177 183 192 207 240 258 247 239 232 (thousand employees|
Increase (Decrease)
(5) (13) 4 5 8 16 8 (4) (3) (3) on previous year in %
142 118 124 133 139 157 159 160 158 156 Domestic
62 59 59 59 68 83 99 87 81 76 Abroad
1,902 941 1,141 1,697 1,990 3,100 4,279 4,851 4,892 4,858 Capital Investments (million DM)
Increase (Decrease)
22 (51) 21 49 17 56 38 13 1 (1) on previous year in %
1,313 594 657 969 1,559 2,374 3,163 3,089 3,654 3,476 Domestic
589 347 484 728 431 726 1,116 1,762 1,238 1,382 Abroad
618 1,320 3,055 2,488 2,609 2,993 3,141 3,936 3,452 5,207 Cash Flow (million DM)
Increase (Decreasel
(63) 114 131 (19) 5 15 5 25 (12) 5] on previous year in %
(8071 (157) 1,004" 419 574 667 321 136 (300) (215) Net Earnings (Loss) (million DM
Dividend of
= = 90 1442 189 240 192 120 = - Volkswagenwerk AG (million DM)

' Not comparable with other years
because of loss brought forward

2 |ncl. bonus

The Volkswagen Group in Figures 1974 — 1983
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! Decreased by the amounts shown
under liabilities as allowance for
doubtful trade acceptances and
accounts (In previous years
additional items on the assets side
were affected.)

? Including stockholders’ equity in
reserves for special purposes and
reduced by the loss as shown in the
balance sheet of Volkswagenwerk AG

3 Excluding shares in net earnings
to be distributed

' Including outside capital in
reserves for special purposes

9 In 1977 for disposition by
Annual Meeting of Stockholders,
of which 144 million DM
distributed as dividend

lincl. bonus)

¢ Up to 1976 only amounts
intended for distribution

/I Not comparable with other years
because of loss brought forward

1976

5474
560

6,034

3,267
2,098
2,888

173
8,426

14,460

900
2,903

198
4,001

1,754
2,109
3,863

1,322

952
4220
6,494

90
12
10,459
14,460

22,029
11598
6413
1,263
486
438
1,265
1,0047

The Volkswagen Group
in Figures
1974 — 1983
1974 1975
6263 5810
636 524
6899 6,334
4117 2949
1954 2019
472 1619
54 48
6597 6635
13496 12969
900 900
3170~ 903
188 186
3,258 3118
1,035 1,143
1,507 1,740
2,542 2,883
1,452 1,595
581 666
5,654 4,705
7687 6,966
9 2
10,238 2,851
13496 12,969
17711 18351
10068 10,066
5718 5550
1,148 1246
305 404
24] 347
1279 1,242
(8071 (157)
(262) (14)

211

1977

5425
530

8955

3,180
1,992
3,837

560
9,569

15,524

900
3,161

199
4,260

2,048
2,200
4,248

1,450
1,032
4,355
6,837

173°

6
11,264
15,524

24,503
12,746
6,810
1,600
1,503
1,454
1,425
419
248

1978

5903
410

6,313

3491
299
4,364
1,016
11,867

18,180

1,200
4,224

192
5616

2,341
3,244
5,585

1,284

708
4776
6,768

189
22
12,564
18,180

27,285
14,099
7,656
1,456
1,692
1,624
1,808
574
366

1979

6,648
726

7,374

4,400
4,000
4,781
1,123
14,304

2] 478
1,200
4,625
373
6,198

2,749
4,152
6,901

1,273

457
6,592
8,320

240

17
15,480
2] 678

31,638

1980

8,326
839

9,165

6,073
4,437
3971
1,151
15,632

24,797

1,200
4,757

205
6,162

3,107
4,326
7433

1,161

9,378
11,005

193

18,635
24,797

34,989
18,238
10,782
2,102
1,400
1,329
2,146
321
121

1981

10,205
414

10,619

3,996
4,771
2,822
1,129
14,718

25,387

1,200
4,990

198
6,388

3,475
4232
7,707

1,053
712
9,351
11,116

124

18,949
25,337

38,197
19,752
11,779
2,934
848
772
2,748
136
104

1982

11,474
449

11,923

5,662
5,065
1,953
1,290
13,970

25,893

1,200
4911

223
6,334

3,626
4,570
8,196

847
990
9,485
11,322

38

19.559
25,893

38,030
19,573
12,069
3,038
543
458
3,107
(300!
(266)

1983

11,801
464

12,265

5878
6,269
1,815
2,528
16,490

28,755

1,200
9,22/

281
6,708

4,235
SO
9,832

1,283
1,004
9,925
12,212

22,047

28,755

40,680
20,852
12,371
3,689
580
494
3,403
(215)
(45)

In(Delcrease

=]
=R 1983/82

3.4
29

3.8
23.8
(7.0
96.0
18.0

1L

6.4

26.1
9.9

16.8
22.5
20.0

6.3
12.7
11zl

7.0
6.5
2
214
6.9
79

28.3
82.9

Balance Sheet (Structure)
(million DM) December 31

Assets

Property, plant and equipment
Investments

Fixed Assets

and Investments

Inventories and advance payments
to suppliers!’

Receivables and the like"

Liquid funds, trade acceptances
Securities, treasury stock

Current Assets

Total Assets

Stockholders’ Equity and Liabilities
Capital stock

Reserves of the Group?

Minority interest in consolidated
subsidiaries®

Stockholders' Equity

Undetermined liabilities in respect
of old-age pensions

Other undetermined liabilities*
Undetermined Liabilities

Liabilities payable within
more than 4 years

1to 4 years

up to 1 year

Liabilities

Net earnings available

for distribution
(Volkswagenwerk AG)¢!
Minority interest in earnings
to be distributed

Outside Capital
Total Capital

Statement of Earnings (Condensed)
(million DM) January — December

Gross performance

Cost of materials

Labour cost

Depreciation and write-down

Taxes

on income, earnings and property
Sundry expenses less sundry income
Net earnings (Loss)

Increase (Decrease) in reserves

The Volkswagen Group in Figures 1974 — 1983




.z;:;':

M 1
]
1

AL

wi=$
]
S

g

i il N G e g e s - i

s ) s At WAy s el i




o

R ,D;.'n:: gl v
IRy by




|||l” n_=.

'h

". A

II 1




Volkswagenwerk AG
PO. Box

3180 Wolfsburg 1
Telephone (053 61)
Collective No. 90
Telex 09 586-0 vww d

458.809.362.20 Printed in Germany



