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1. Preamble 
 
VOLKSWAGEN AG (hereinafter referred to as “VW AG”) and Volkswagen Financial Services 
AG (hereinafter referred to as “the controlled company”) entered into a Control and Profit and 
Loss Transfer Agreement on November 30, 1995, which is to be modified and revised by the 
accompanying Control and Profit and Loss Transfer Agreement (hereinafter referred to as 
the “Agreement”) to reflect the amended banking supervision requirements. 
 
The amendments to the Agreement require the approval of the Annual General Meeting of 
VW AG and the Annual General Meeting of the controlled company, as well as entry in the 
commercial register at the domicile of the controlled company, to take effect. The amend-
ments will come into effect on their entry in the commercial register at the domicile of the 
controlled company (with the exception of the right of instruction, which has existed and con-
tinues to exist since the Agreement was first entered in the commercial register at the domi-
cile of the controlled company) with retroactive effect from January 1, 2015. 
 
In order to inform the shareholders of both companies and prepare their respective resolu-
tions, the Board of Management of VW AG and the Board of Management of the controlled 
company are jointly submitting the following report in accordance with section 293a of the 
Aktiengesetz (German Stock Corporation Act; hereinafter referred to as the “AktG”). 
 
 
2. Parties to the Agreement 
 
 
a) VW AG 
 
VW AG, domiciled in Wolfsburg and entered in the commercial register at the Braunschweig 
Local Court under no. HRB 100484, is the listed parent company of the Volkswagen Group. 
In accordance with its Articles of Association, the share capital of VW AG amounts to 
€1,217,872,117.76 and is composed of 295,089,818 ordinary shares and 180,641,478 pre-
ferred shares. The shares are no-par value bearer shares. Its fiscal year is the calendar year. 
 
The purpose of VW AG is the manufacture and sale of vehicles and engines of all kinds, their 
accessories as well as all equipment, machinery, tools and other technical products. The 
company is authorized to undertake all business and take all measures that are related to, or 
appear to directly or indirectly benefit, the purpose of the company. The company may also 
establish branches, or establish, acquire, or invest in such companies in Germany and 
abroad. 
 
The members of the Board of Management are Martin Winterkorn, Francisco J. Garcia Sanz, 
Jochem Heizmann, Christian Klingler, Matthias Müller, Horst Neumann, Hans Dieter Pötsch, 
Andreas Renschler and Rupert Stadler. 
 
As the parent company of the Volkswagen Group, VW AG develops vehicles and compo-
nents for the Group’s brands, and also produces and sells vehicles, in particular Volkswagen 
brand passenger cars and light commercial vehicles. In its function as parent company, 
Volkswagen AG also holds direct and indirect interests in AUDI AG, SEAT S.A., ŠKODA 
AUTO a.s., Scania AB, MAN SE, Dr. Ing. h.c. F. Porsche AG, the controlled company and 
numerous other companies in Germany and abroad. 
 



–  3  – 

b) Volkswagen Financial Services AG 
 
Volkswagen Financial Services AG, domiciled in Braunschweig and entered in the commer-
cial register at the Braunschweig Local Court under no. HRB 3790, is a holding company 
within the Volkswagen Group. In accordance with its Articles of Association, the share capital 
of Volkswagen Financial Services AG amounts to €441,280,000 and is divided into 
441,280,000 no-par value bearer shares. Its fiscal year is the calendar year. 
 
The purpose of Volkswagen Financial Services AG is the development, sale and manage-
ment of its own and third-party financial services in Germany and abroad that are suitable for 
promoting the business of VW AG and its affiliated companies. The company is authorized to 
undertake all business and take all measures that are related to, or appear to directly or indi-
rectly benefit, the purpose of the company. The company may also establish branches, or 
establish, acquire, or invest in such companies in Germany and abroad. 
 
The members of the Board of Management are Frank Witter, Mario Daberkow, Frank Fiedler, 
Michael Reinhart, Lars-Henner Santelmann and Christiane Hesse. 
 
VW AG directly holds 100% of the shares of Volkswagen Financial Services AG. 
 
 
3. Legal and economic reasons for the amendment to the Control and Profit and Loss 
Transfer Agreement 
 
 
The Volkswagen Financial Services AG group has been subject to supervision by the Euro-
pean Central Bank (ECB) since November 4, 2014, along with 123 other banks and financial 
services companies. The amendment and complete revision of the Control and Profit and 
Loss Transfer Agreement concluded between VW AG and the controlled company on No-
vember 30, 1995 is intended to modify this Agreement as a precautionary measure to reflect 
the amended supervisory framework.  
 
The capital adequacy of the Volkswagen Financial Services AG group is constantly moni-
tored by the national and European banking authorities. In addition, the ECB performs stress 
tests at regular intervals to examine the capital adequacy of banks. These stress tests use 
various scenarios to assess the impact of a significant deterioration in economic conditions 
on the capital of banks. The stress test scenarios each cover a period of three years. If the 
outcome of these stress tests is that capital is no longer sufficient to comply with the mini-
mum requirements, the ECB requires capital to be increased in line with these. 
 
Under the existing Control and Profit and Loss Transfer Agreement and the corresponding 
obligation to absorb losses, the controlled company cannot incur a loss that will lead to a 
reduction in capital. In order to verify this for the entire stress test period of three years, the 
notice period for the Control and Profit and Loss Transfer Agreement is to be extended to 
two years to the end of the respective fiscal year.  
 
In other respects, the Control and Profit and Loss Transfer Agreement will remain largely 
unchanged with regard to control and profit and loss. The right to issue instructions conferred 
by the Control and Profit and Loss Transfer Agreement is the best way of ensuring the uni-
form management of the controlled company and its integration into the Volkswagen Group, 
as the Board of Management of VW AG can issue instructions to the Board of Management 
of the controlled company to the extent permitted by banking supervision legislation, and can 
ensure that VW AG and the controlled company act in a uniform manner. 
 
In accordance with sections 14ff. of the Körperschaftsteuergesetz (German Corporation Tax 
Act; hereinafter referred to as the “KStG”), the existence of a profit and loss transfer agree-
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ment is a mandatory requirement for a consolidated corporation tax and trade tax group be-
tween the controlled company as the tax group subsidiary and VW AG as the tax group par-
ent. The consolidated corporation tax and trade tax group allows the controlled company (the 
tax group subsidiary) and VW AG (the tax group parent) to be taxed together. This has the 
advantage that the controlled company’s positive and negative results can be offset immedi-
ately against the positive or negative results of VW AG and other companies in the tax group. 
This allows tax-related cash flows within the Group and the consolidated tax expense to be 
optimized. 
 
 
4. Explanation of the Control and Profit and Loss Transfer Agreement 
 
The Agreement comprises the following key provisions: 
 
a) In accordance with section 1 of the Agreement, the management of the controlled com-

pany is subordinated to VW AG. VW AG is thus authorized to issue instructions to the 
Board of Management of the controlled company, and in particular with regard to its 
management and governance. The Board of Management of the controlled company is 
obliged to follow VW AG’s instructions. The right to issue instructions only applies to the 
Board of Management, and not to the Supervisory Board, or employees of the controlled 
company, or subsidiaries of the controlled company. Instructions can also be issued that 
are detrimental to the controlled company if they serve the interests of VW AG or the 
Volkswagen Group. The Board of Management of the controlled company is not entitled 
to refuse to follow an instruction because it believes that this does not serve the interests 
of VW AG or the Volkswagen Group, unless it is obvious that the instruction does not 
serve these interests. An instruction does not have to be issued in any particular form. 
The legal representatives of VW AG will exercise the diligence of a prudent and consci-
entious manager when issuing instructions to the controlled company. Instructions to 
amend, maintain, or terminate the Agreement (in accordance with section 299 of the 
AktG), instructions that would violate mandatory statutory provisions or provisions of the 
controlled company’s Articles of Association if they were to be followed, and instructions 
that would jeopardize the existence of the controlled company are prohibited. 

  
b) In accordance with section 2(1) of the Agreement, the controlled company is obliged to 

transfer its entire profit to VW AG. Profit will be calculated on the basis of the reference 
to section 3 of the Agreement contained in section 2(1) of the Agreement, i.e. profit will 
be calculated in accordance with the provisions of commercial law, especially the rules 
governing restrictions on distribution, and in compliance with the provisions applying to 
corporation tax in each case. In addition, the profit transfer must take into account sec-
tion 2(2) to section 2(4) of the Agreement.  

 
In accordance with section 2(2) of the Agreement, the controlled company may, with the 
consent of VW AG, establish other reserves from its net income if and when this is per-
missible under commercial law and dictated by prudent business judgment, and in par-
ticular in compliance with banking supervision requirements. The controlling company 
agrees to consent to this if and when permitted under commercial law and dictated by 
prudent business judgment, and in particular in compliance with banking supervision re-
quirements. If justified by prudent business judgment, and in particular in compliance 
with banking supervision requirements, other reserves established during the term of the 
Agreement will be released if so required by VW AG and used to offset any net loss for 
the period or will be transferred to VW AG as profit. This provision takes into account the 
requirements of section 14(1) sentence 1 no. 4 of the KStG, under which the establish-
ment of reserves is only recognized for tax purposes if economically justified by prudent 
business judgment. The need to comply with banking supervision requirements follows 
from the controlled company’s status as a financial holding company within the meaning 
of Article 4(1) no. 20 of the Capital Requirements Regulation (CRR). The controlled 
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company is responsible for the capital adequacy of the financial holding group in ac-
cordance with Article 92 of the CRR, sections 10–10i and 25a of the Kreditwesengesetz 
(KWG – German Banking Act) and various national and European regulations. Reserves 
that are allocated to regulatory own funds must and can therefore only be established or 
released if the minimum supervisory requirements for the capital adequacy of the finan-
cial holding group are complied with.  

  
In accordance with section 2(3) of the Agreement, the transfer of income from the re-
lease of other reserves established before the date on which the Agreement took effect 
is precluded. Although this is also indirectly implied by section 301 sentence 2 of the 
AktG, the explicit provision in section 2(3) of the Agreement ensures legal clarity and 
certainty on this point. 

 
The requirements of sections 291ff. of the AktG, especially sections 300 no. 1 and 301 
of the AktG, as amended, will be observed in accordance with section 2(4) of the 
Agreement. In accordance with section 300 no. 1 of the AktG, the amount required to 
replenish the legal reserves (including the capital reserves) to one-tenth of the share 
capital or a higher amount laid down in the Articles of Association, or the minimum 
amount specified in section 300 no. 2 of the AktG, is to be appropriated to the legal re-
serves within the first five fiscal years that begin during the term of the Agreement or fol-
lowing the implementation of a capital increase. In accordance with section 301 sen-
tence 1 of the AktG, irrespective of any agreements governing the calculation of the prof-
it to be transferred that have been entered into, an entity may transfer as its profit a max-
imum of its net income for the period net of the transfer of profit, less any loss carried 
forward from the previous year, less the amount to be appropriated to legal reserves in 
accordance with section 300 of the AktG and less the amount that may not be distributed 
in accordance with section 268(8) of the Handelsgesetzbuch (German Commercial 
Code; hereinafter referred to as the “HGB”). If amounts have been appropriated to other 
revenue reserves during the term of the Agreement, these amounts may be withdrawn 
from other revenue reserves and transferred as profit in accordance with section 301 
sentence 2 of the AktG. 

 
c) Section 3 of the Agreement stipulates that the profit and loss of the controlled company 

will be calculated in accordance with the provisions of commercial law, especially the 
provisions governing restrictions on distribution, and in compliance with the provisions 
applying to corporation tax in each case. The dynamic reference ensures that the provi-
sions material to the Agreement continue to be taken into account even if the require-
ments of the KStG are modified. 

 
d) Under section 4(1) of the Agreement, VW AG is obliged to absorb any losses incurred by 

the controlled company during the term of the agreement in accordance with section 302 
of the AktG, as amended. The obligation does not apply if the loss can be absorbed by 
withdrawing amounts from other revenue reserves in accordance with section 272(3) of 
the HGB that were appropriated to these reserves during the term of the Agreement. The 
obligation to absorb losses ensures that equity existing at the start of the Agreement is 
not reduced over the course of its term. This safeguards the pecuniary rights of the con-
trolled company, its shareholders and creditors.  

 
 Furthermore, in accordance with section 4(2) of the Agreement, the provisions of sec-

tions 291ff. of the AktG, as amended, must be observed. The dynamic reference en-
sures that the provisions relevant to the Agreement continue to apply if sections 291ff. of 
the AktG are modified. 

 
e) In accordance with section 5 sentence 1 of the Agreement, VW AG is entitled to examine 

the accounts and any other business documents of the controlled company at any time. 
The Board of Management of the controlled company is obliged to provide any infor-
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mation required by VW AG regarding the affairs of its company at any time in accord-
ance with section 5 sentence 2 of the Agreement. As a matter of principle, VW AG’s right 
to information flows from its right to issue instructions in accordance with section 1 of the 
Agreement and is necessary to enable VW AG to effectively exercise its right to issue in-
structions. The provision in section 5 of the Agreement serves to clarify and clearly regu-
late and elaborate on VW AG’s right to information and the controlled company’s obliga-
tion to provide information. 
 

f) In accordance with section 6(1) of the Agreement, the amendment to the Agreement will 
come into effect on its entry in the commercial register at the domicile of the controlled 
company with retroactive effect from January 1, 2015. The right to issue instructions has 
been in force since the Control and Profit and Loss Transfer Agreement as originally 
concluded was entered in the commercial register at the domicile of the controlled com-
pany in accordance with section 6(2) of the Agreement, and has continued to exist un-
changed from that date. 
 
In accordance with section 6(3) sentences 1 and 2 of the Agreement, the Agreement is 
concluded for an indefinite period and may only be terminated after the expiry of ten 
years, beginning on January 1, 2015. This ensures that the conditions for the intended 
consolidated tax group are satisfied in accordance with section 14(1) sentence 1 no. 3  
sentence 1 of the KStG, which specifies that the Agreement must be concluded for a 
minimum of five years and performed for its entire term. Furthermore, a minimum term of 
a total of ten fiscal years was agreed, rather than a shorter minimum term as stipulated 
by the KStG, because VW AG and the controlled company consider their legal relation-
ship as group parent and subsidiary to be a long-term relationship. VW AG and the con-
trolled company cannot and were not able to terminate the Agreement by way of regular 
notice of termination during this minimum term of the Agreement. 
 
In accordance with section 6(3) sentences 3 and 4 of the Agreement, the Agreement 
may be terminated in writing following the expiry of the minimum term, giving two years’ 
notice to the end of the respective fiscal year of the controlled company. In accordance 
with section 6(3) sentence 5 of the Agreement, compliance with the notice period will be 
determined on the basis of the date of receipt of written notice of termination by the other 
party. Termination with effect from the end of the fiscal year is designed to ensure that 
the Agreement corresponds to the fiscal year concerned. As with the provision governing 
the date of receipt of written notice of termination in accordance with section 6(3) sen-
tence 5 of the Agreement, the requirement of written form serves to provide clarity on the 
procedure to be followed and thus legal certainty for VW AG and the controlled compa-
ny. The notice period of two years provides planning certainty during a stress test. 
 
In addition to the right of termination by way of regular notice, there is also a statutory 
right to extraordinary termination in accordance with section 297 of the AktG, according 
to which VW AG and the controlled company can terminate the Agreement for cause 
without giving notice. Cause shall be taken to exist in particular if VW AG is not expected 
to be in a position to meet its existing obligations under this Agreement. Cause also ex-
ists if, having considered all the circumstances, the party to the Agreement that wishes 
to terminate cannot reasonably be expected to continue the contractual relationship. 
Termination must be made in writing. 
 
In accordance with section 6(4), the Agreement can be amended if this is necessary to 
meet banking supervision requirements. The requirement of Regulation (EU) No. 
575/2013 (Capital Requirements Regulation – CRR) in conjunction with the regulatory 
technical standards of the European Banking Authority and the supplementary national 
regulations must be applied effective January 1, 2014. These new requirements are sub-
ject to continuous legal interpretation by the European Banking Authority, which could in 
turn also affect the provisions of this Agreement. Section 6(4) of the Agreement there-
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fore clarifies that the Agreement can be amended if this is needed to comply with bank-
ing supervision law. Due to the provisions of stock corporation law, amendments to the 
Agreement require the approval of the Annual General Meetings of both parties in addi-
tion to written form and must be entered in the commercial register of the controlled 
company to take effect.  
 
Section 6(5) of the Agreement stipulates that VW AG must provide security to the credi-
tors of the controlled company in accordance with section 303 of the AktG if the Agree-
ment is terminated. According to section 303 of the AktG, there is an obligation to pro-
vide security to those creditors whose claims arose prior to the date of the announce-
ment that the termination of the Agreement had been entered in the commercial register 
in accordance with section 10 of the HGB, provided these creditors contact VW AG to 
this end within six months of this announcement. Creditors who, in the event of bank-
ruptcy proceedings, have a preferential claim to a cover pool established according to 
statutory creditor protection regulations and subject to governmental supervision, are not 
entitled to require the provision of security. Instead of providing security, VW AG may 
guarantee the claim; section 349 of the HGB, which waives the defense of failure to pur-
sue remedies, shall not apply in this case. 

 
 
5. No compensation or settlement; no audit of the Agreement 
 
VW AG directly holds 100% of the shares of the controlled company. There are no external 
shareholders. As a result, compensation payments or settlements to external shareholders in 
accordance with sections 304 and 305 of the AktG do not have to be granted. Furthermore, 
the Agreement does not have to be audited in accordance with section 293b(1) of the AktG, 
nor is an audit report required in accordance with section 293e of the AktG. As there are no 
compensation payments or settlements, the parties to the Agreement do not have to be val-
ued to determine appropriate compensation or an appropriate settlement. 
 
 
6. Consequences for shareholders’ interests 
 
By way of the Agreement, the controlled company subordinates the management of its com-
pany to VW AG, which is thus authorized to issue instructions to the Board of Management 
of the controlled company. Furthermore, by way of the Agreement, the controlled company 
undertakes to transfer its entire profit to VW AG. In turn, VW AG is obliged to absorb any net 
loss for the period otherwise incurred by the controlled company during the term of the 
Agreement. Aside from this, there are no consequences of particular significance for the 
shareholders of VW AG, particularly as no compensation and no settlement is payable since 
the controlled company does not have any external shareholders. 
 
 
Wolfsburg, March 10, 2015 
 
VOLKSWAGEN AG  
 
 
 
Martin Winterkorn Francisco J. Garcia Sanz  Jochem Heizmann 
 
 
 
Christian Klingler Matthias Müller    Horst Neumann 
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Hans Dieter Pötsch Andreas Renschler    Rupert Stadler 
 
 
 
Braunschweig, March 5, 2015 
 
Volkswagen Financial Services AG 
 
 
 
Frank Witter Mario Daberkow Frank Fiedler 
 
 
Christiane Hesse Michael Reinhart Lars-Henner Santelmann 
 
 
 
 
 
Attached: Control and Profit and Loss Transfer Agreement 
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