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Foreword

The Pillar 3 Disclosure Report for the period ended December 31, 2022 is published in accordance with the su-
pervisory law requirements of the Basel I1I framework (Regulation (EU) No. 2019/876 — the Capital Requirements
Regulation or “CRR II” - of the European Parliament and the Council of May 20, 2019 to amend Regulation (EU)
575/2013 (CRR)).

Effective July 27,2019, the CRR was updated by CRR Amendment Regulation (EU) 2019/876 As Regulation (EU)
2019/876 is an amendment to Regulation (EU) 575/2013, this document uniformly uses the term CRR. Unless
otherwise specified, the term CRR always refers to the most recent version that was amended by Regulation (EU)
2020/873 of the European Parliament and of the Council of June 24, 2020 and has been in force since June 27,
2020.

The Regulation is supplemented with the Implementing Technical Standards issued by the European Banking
Authority (EBA) EBA/ITS/2020/04 of June 24, 2020 and the corresponding Commission Implementing Regulation
(EU) 2021/637 of March 15, 2021, which provides further information on the tables included in the report. This
Report is based on the legal requirements in force as of the reporting date.

The entry into force of the CRR provided in large measure a uniform legal basis for European banking super-
visory law. The requirements of the CRR largely replaced the disclosure obligations regulated at national level.

Volkswagen Bank GmbH acts as the parent of the institution group for supervisory law purposes and is re-
sponsible for implementing the requirements of supervisory law within the Group. This also includes the obli-
gation to make regular disclosures in accordance with Article 433 of the CRR. Volkswagen Bank GmbH is classed
as alarge institution in accordance with Article 4 (1) 146 of the CRR and therefore observes the frequency require-
ments stipulated in Art. 433a of the CRR.

In accordance with Art. 433 of the CRR, the Pillar 3 Disclosure Report is updated regularly to meet the require-
ments and published as a separate report on Volkswagen Bank GmbH’s website shortly after the date on which
the financial report is published. All requisite disclosures are made solely in this report.

Where available, the format templates stipulated by the EBA guidelines as well as the implementation and
regulation standards for the disclosure of the information in accordance with Section 8 of the CRR have been
utilized.

The EBA published the final “Guidelines on Covid-19 measures reporting and disclosure” (EBA/GL/2020/07)
onJune 2, 2020. It revoked the guidelines effective January 1, 2023, meaning that these information are disclosed
for a final time in this Pillar 3 report.

On January 24, 2022, the EBA published the final version of the EBA ITS on Pillar 3 disclosures of ESG risks in
accordance with Art. 449a of the CRR (EBA/ITS/2022/01).

In addition to the information required under Art. 435 to 455 of Regulation (EU) No. 575/2013, the infor-
mation required under section 26a of the German Banking Act is also disclosed. The country-by-country report
is included in an annex to the annual financial statements in accordance with section 26 (1) sentence 2.

The Pillar 3 report complies with applicable legal and regulatory requirements and has been prepared in ac-
cordance with the internal policies, procedures, systems and checks.

Management has approved this report for publication and confirmed that Volkswagen Bank GmbH has com-
plied with the requirements of Article 431 (3) of the CRR.

Braunschweig, April 2023

The Management Board
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Disclosure of Key Metrics

The necessity of regulating the banking sector is derived from the objectives of banking supervision. The main
objective of government regulation by supervisory authorities is to ensure the proper functioning of the finan-
cial system. In particular, minimum capital and liquidity requirements for banks have been defined in an EU
regulation (CRR). In addition, this regulation defines maximum leverage levels.

To monitor its equity ratios, Volkswagen Bank GmbH has a capital planning process which ensures compliance
with the minimum regulatory ratios including in the event of increasing business volumes. Monitoring of the
leverage ratio is also embedded in this capital planning process. Observance of the liquidity ratios is safeguarded
through liquidity management.

The relevant key parameters for determining the minimum ratios for equity, liquidity and leverage as well as
other relevant information are summarized in the table below. This table sets out information from the COREP
report on regulatory own funds, total risk exposure and the capital ratios as well as the combined capital buffer
and total capital requirements. In addition, it shows the leverage ratio, the liquidity coverage ratio (LCR) and the
net stable funding ratio (NSFR).

Volkswagen Bank GmbH is required to publish a quarterly Pillar 3 report. Accordingly, the key metrics presented

in the table relate to the current reporting period ending December 31, 2022 (Column a) and the previous quar-
ters (Columns b to e).
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TABLE 1: EU KM1 - KEY METRICS TEMPLATE

Disclosure of Key Metrics

A B C D E
in € millions Dec31,2022 Sep30,2022  Jun30,2022 Mar31,2022 Dec31,2021
—_— I I I
Available own funds (amounts)
1 Common Equity Tier 1 (CET1) capital 9,220.3 8,669.6 8,799.8 8,893.9 9,460.8
2 Tier 1 capital 9,220.3 8,669.6 8,799.8 8,893.9 9,460.8
3 Total capital 9,226.3 8,677.3 8,809.1 8,904.8 9,473.5
Risk-weighted exposure amounts
4 Total risk-weighted exposure amount 50,535.0 48,865.0 49,521.4 49,851.4 49,770.2
Capital ratios (as a percentage of risk-weighted expo-
sure amount)
5 Common Equity Tier 1 ratio (%) 18.25% 17.74% 17.77% 17.84% 19.01%
6 Tier 1 ratio (%) 18.25% 17.74% 17.77% 17.84% 19.01%
7 Total capital ratio (%) 18.26% 17.76% 17.79% 17.86% 19.03%
Additional own funds requirements to address risks
other than the risk of excessive leverage (as a percent-
age of risk-weighted exposure amount)
Additional own funds requirements to address risks
EU7a  other than the risk of excessive leverage (%) 2.25% 2.25% 2.25% 2.25% 2.00%
of which: to be made up of CET1 capital (percent-
EU7b age points) 1.27% 1.27% 1.27% 1.27% 1.13%
of which: to be made up of Tier 1 capital (percent-
EU7c age points) 1.69% 1.69% 1.69% 1.69% 1.50%
EU7d  Total SREP own funds requirements (%) 10.25% 10.25% 10.25% 10.25% 10.00%
Combined buffer requirement (as a percentage of risk-
weighted exposure amount)
8 Capital conservation buffer (%) 2.50% 2.50% 2.50% 2.50% 2.50%
Conservation buffer due to macro-prudential or sys-
EU8a  temic risk identified at the level of a Member State (%) 0.00% 0.00% 0.00% 0.00% 0.00%
9 Institution specific countercyclical capital buffer (%) 0.06% 0.01% 0.01% 0.02% 0.02%
EU9a  systemic risk buffer (%) 0.00% 0.00% 0.00% 0.00% 0.00%
10 Global Systemically Important Institution buffer (%) 0.00% 0.00% 0.00% 0.00% 0.00%
EU10a  Other Systemically Important Institution buffer 0.00% 0.00% 0.00% 0.00% 0.00%
11 Combined buffer requirement (%) 2.56% 2.51% 2.51% 2.52% 2.52%
EU1la  Overall capital requirements (%) 12.81% 12.76% 12.76% 12.77% 12.52%
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A B C D E

in € millions Dec31,2022 Sep30,2022  Jun30,2022 Mar31,2022 Dec31,2021
—_— L. T . . T E—

CET1 available after meeting the total SREP own funds

12 requirements (%) 8.01% 7.51% 7.54% 7.61% 9.03%
Leverage ratio

13 Total exposure measure 62,797.1 61,862.6 65,934.7 70,949.2 70,541.6

14 Leverage ratio (%) 14.68% 14.01% 13.35% 12.54% 13.41%

Additional own funds requirements to address the risk
of excessive leverage (as a percentage of total exposure

measure)
Additional own funds requirements to address the risk
EUl14a  of excessive leverage (%) 0.00% 0.00% 0.00% 0.00% 0.00%
of which: to be made up of CET1 capital (percent-
EU 14b age points) 0.00% 0.00% 0.00% 0.00% 0.00%
EU14c  Total SREP leverage ratio requirements (%) 3.00% 3.00% 3.00% 3.00% 3.00%

Leverage ratio buffer and overall leverage ratio require-
ment (as a percentage of total exposure measure)

EU14d | everage ratio buffer requirement (%) 0.00% 0.00% 0.00% 0.00% 0.00%
EUl4e  Overall leverage ratio requirements (%) 3.00% 3.00% 3.00% 3.00% 3.00%
Liquidity Coverage Ratio
Total high-quality liquid assets (HQLA) (Weighted value -

15 average) 11,845.9 13,567.2 14,383.8 13,888.6 12,208.0
EU16a  Cash outflows - Total weighted value 7,802.8 8,326.4 8,789.3 8,834.8 85244
EU16b  Cash inflows - Total weighted value 2,768.1 2,696.3 2,665.0 2,627.7 2,676.3
16 Total net cash outflows (adjusted value) 5,034.7 5,630.0 6,124.3 6,207.0 5,848.1
17 Liquidity coverage ratio (%) 236.52% 244.59% 239.64% 227.44% 213.81%
Net Stable Funding Ratio
18 Total available stable funding 54,993.4 55,164.9 55,402.9 57,367.3 58,446.7
19 Total required stable funding 45,479.2 44,946.0 45,197.3 43,028.7 42,505.5
20 NSFR ratio (%) 120.92% 122.74% 122.58% 133.32% 137.50%

Volkswagen Bank GmbH’s total capital of €9,226.3 million is composed of Common Equity Tier 1 (CET1) capital
of €9,220.3 million and Tier 2 (T2) capital of €6.0 million. The decrease in own funds compared to December 31,
2021 is mainly due to the lower Common Equity Tier 1 capital. The changes in Common Equity Tier 1 capital are
described in a separate chapter.

The total risk exposure amount of €50,535.0 million increased by €764.8 million compared to December 31,
2021 for volume-related reasons in connection with ordinary business operations.

The leverage ratio rose by 1.27 percentage points compared to December 31, 2021 to 14.68%, primarily due
to the decline of the total risk exposure amount.

The liquidity coverage ratio (LCR) reflects the ratio between existing highly liquid assets and Volkswagen Bank
GmbH’s net liquidity outflows (difference between cash outflow and cash inflow) over a 30-day horizon. The li-
quidity coverage ratio must not be any less than 100%. The data contained in the table above shows the amounts
applicable on the respective reference dates.

The net stable funding ratio (NSFR) indicates Volkswagen Bank GmbH’s funding over a horizon of more than
one year. NSFR is the ratio of the available amount of stable funding to the required amount of stable funding. It
must not be any less than 100%.
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Scope of Application/
Companies Consolidated

Volkswagen Bank GmbH together with its subsidiaries and associates constitutes an institution group as defined
in section 10a(1) and (2) of the KWG in connection with Article 18ff. of the CRR and is the superordinate company
within the institution group in accordance with section 10(1) sentence 2 of the KWG.

Section 10a(4) sentence 1 of the KWG requires institution groups as a whole to have adequate own funds.
Prudential consolidation in accordance with section 10a(4) of the KWG differs from consolidation under the In-
ternational Financial Reporting Standards (IFRS) and the additional disclosures required by German commercial
law under section 315a(1) of the Handelsgesetzbuch (HGB - German Commercial Code) in terms of both the con-
solidation methods used and the entities to be consolidated; to a certain extent, it also differs with respect to the
accounting policies to be applied.

Whereas entities are included in the subgroup financial statements either through consolidation, using the
equity method or at cost, for prudential purposes they must either be consolidated or proportionately consoli-
dated. Participations that are notincluded as prescribed are accounted for in accordance with the CRR. In addition,
special purpose entities are included in the consolidated financial statements in compliance with IFRS 10.

Volkswagen Bank GmbH uses the consolidated financial statements prepared in accordance with Interna-
tional Financial Reporting Standards to determine its consolidated own funds in accordance with Article 4(1) No.
77 of the CRR. Consequently, own funds and the exposure amounts for counterparty risk, operational risk and
market risk of the subsidiaries included in the prudential scope of consolidation are normally determined in
accordance with section 10a(5) of the KWG. Items reported in the IFRS consolidated financial statements that are
relevant to entities that are not included in the prudential scope of consolidation are deconsolidated for regula-
tory purposes. As before, the entities that are not included in the IFRS consolidated financial statements but are
included in the prudential scope of consolidation are aggregated using the method outlined in section 10a(4) of
the KWG. For consolidated own funds, the prudential filters and deductions are additionally taken into account.
The entities to be included in the IFRS consolidated financial statements differ from those in the prudential scope
of consolidation owing to different reliefs (e.g. based on size) or consolidation requirements (e.g. due to different
consolidation requirements) and the nature of their operating business. The prudential scope of consolidation
is limited to entities that qualify under the CRR as institutions (Article 4(1) No. 3 of the CRR), financial institutions
(Article 4(1) No. 26 of the CRR), or ancillary services undertakings (Article 4(1) No. 18 of the CRR). No such re-
striction exists under IFRS.

The following table reconciles the carrying amounts based on the IFRS consolidated financial statements of
Volkswagen Bank GmbH prepared in accordance with German commercial law (companies consolidated under
German commercial law) with the regulatory carrying amounts in accordance with FINREP (regulatory scope of
consolidation) and creates a link with own funds. The differences between the amounts shown in the balance
sheet and the positions within own funds are primarily due to the effects of the static principle. Accordingly,
current profits as well as other comprehensive income (OCI) are not taken into account until the consolidated
financial statements have been approved.
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TABLE 2: EU CC2 — RECONCILIATION OF REGULATORY OWN FUNDS TO BALANCE SHEET IN THE AUDITED FINANCIAL

STATEMENTS

A)

B)

)

Balance sheet as in
published financial
statements

Under regulatory scope of
consolidation

Reference

As at period end

As at period end

Assets - Breakdown by asset clases according to the balance

sheet in the published financial statements

1 cashreserve 3,542.8 3,543.2 n/a
2 Loansto and receivables from banks 232.8 235.7 n/a
3 Loansto and receivables from customers 48,185.6 49,476.4 n/a
4 Derivative financial instruments 513 47.6 n/a
5 Marketable securities 4,130.7 17,5116 n/a
6 Equity-accounted joint ventures 244.9 - n/a
7 Miscellaneous financial assets 3.2 3.2 n/a
8  Intangible assets 43 67.7 d)
9 Property and equipment 22.6 58.1 n/a
10  Leaseassets 2,677.5 2,727.0 n/a
11 Investment property 0.2 0.2 n/a
12 Deferred tax assets 1,558.6 1,9345 e)+)
13 Income tax assets 90.6 94.5 n/a
14 oOther assets 480.2 234.3 n/a
15  Total assets 61,225.3 75,934.1 n/a
Liabilities - Breakdown by liability clases according to the

balance sheet in the published financial statements

1 Liabilities to banks 11,185.4 11,185.4 n/a
2 Liabilities to customers 32,350.8 47,366.7 n/a
3 Notes, commercial paper issued 4,099.0 3,912.9 n/a
4 Derivative financial instruments 14.5 14.3 n/a
5 Provisions 1712 175.1 n/a
6 Deferred tax liabilities 1,910.4 1,906.9 n/a
7 Income tax liabilities 200.3 201.5 n/a
8  Other liabilities 353.9 818.7 n/a
9 Ssubordinated capital 30.8 30.8 8
10 Equity 10,909.2 10,321.7 n/a
11 Total liabilities 61,225.3 75,934.1 n/a
Shareholders' Equity

1 Subscribed captital 3183 3183 a)
2 capital reserves 8,880.6 8,880.6 9
3 Retained earnings 2,045.3 1,244.6 b)
4 Other reserves -310.4 -310.4 9
5_ Total shareholders' equity 10,909.2 10,321.7 n/a
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Total assets as shown in the consolidated financial statements amount to €61,225.3 million, whereas total assets
in the FINREP report stand at €75,934.1 million. This difference is due to the differences in the treatment of the
special purpose entities and, specifically, an ABS transaction under which Volkswagen Bank GmbH as the origi-
nator acquired all the ABS bonds and reported these in its balance sheet under securities. At the same time, how-
ever, the receivables sold are not removed from the balance sheet in the hypothetical single-entity financial state-
ments prepared in accordance with IFRS for Volkswagen Bank GmbH. The recognition of the receivables sold as
well as the ABS bonds results in an increase in total assets in the FINREP report. The simultaneous presentation
of the receivables sold and the ABS bonds on the asset side initially results in a difference on the equity and lia-
bility side, which is filled by means of an adjustment item or a virtual loan. In the case of consolidation under
German commercial law, under which the special purpose entities are consolidated, however, the ABS bonds and
the virtual loan are eliminated for the purposes of consolidation accounting, resulting in a reduction in total
assets.
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The following table disaggregates the regulatory carrying amounts on the asset side by risk category according
to Part 3 of the CRR

TABLE 3: EU LI1 — DIFFERENCES BETWEEN ACCOUNTING AND REGULATORY SCOPES OF CONSOLIDATION AND MAPPING
OF FINANCIAL STATEMENT CATEGORIES WITH REGULATORY RISK CATEGORIES

A B C D E F G
Carrying values as
reported in Carrying values
published under scope of
financial prudential
statements consolidation Carrying values of items

Not subject to own

funds requirements

Subject to the Subject to the Subject to the or subject to
creditrisk  Subject to the CCR securitisation market risk  deduction from own

framework framework framework framework funds
. 00000000 N 00000000 N 009020200 N 0090909090900 0909092909090 009090909090 O 000 |

Breakdown by asset clases according to the balance sheet in the published financial statements

1 Cash reserve 3,542.8 3,543.2 3,542.8 - - 164.2 -
Loans to and
2  receivables from banks 232.8 235.7 235.7 - - 191.3 -

Loans to and
receivables from

3 customers 48,185.6 49,476.4 49,200.9 - - 2,9735 275.6
Derivative financial

4 instruments 51.3 47.6 - 47.6 - - -

5 Marketable securities 4,130.7 17,5116 3,639.6 - 4911 491.1 13,3809
Equity-accounted joint

6 ventures 244.9 - - - - - -
Miscellaneous

7 financial assets 3.2 3.2 3.2 - - - -

g8 Intangible assets 43 67.7 - - - 3.1 67.7
Property and

9 equipment 22,6 58.1 58.1 - - 14 -

10 Leaseassets 2,677.5 2,727.0 2,727.0 - - - -

11 Investment property 0.2 0.2 0.2 - - - B

12 Deferred tax assets 1,558.6 1,934.5 753.2 - - 14.1 1,1813

13 Income tax assets 90.6 94.5 94.5 - - 23 -

14  Other assets 480.2 2343 2343 - - 5,298.4 -

15 Total assets 61,225.3 75,934.1 60,489.5 47.6 491.1 9,139.4 14,905.5
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A B C D E F G
Carrying values as
reported in Carrying values
published under scope of
financial prudential
statements consolidation Carrying values of items
Not subject to own
funds requirements
Subject to the Subject to the Subject to the or subject to
credit risk  Subject to the CCR securitisation market risk deduction from own
framework framework framework framework funds
— I . | — S
Breakdown by liability classes according to the balance sheet in the published financial statements
1 Liabilities to banks 11,185.4 11,185.4 - - - 10.2 11,1753
Liabilities to
2 customers 32,350.8 47,366.7 - - - 540.1 46,826.6
Notes, commercial
3 paperissued 4,099.0 3,912.9 - - - - 3,912.9
Derivative financial
4  instruments 14.5 14.3 - - - - 143
5 Provisions 171.2 175.1 - - - 2.0 1731
6 Deferred tax liabilities - - - - - - -
7  Income tax liabilities 1,910.4 1,906.9 - - - 32 1,903.7
g8  Other liabilities 200.3 2015 - - - 43 197.2
9 Subordinated capital 353.9 818.7 - - - 109 807.8
10 Equity 30.8 30.8 - - - - 30.8
11 Total liabilities 61,225.3 75,934.1 - - - 866.2 75,067.9

The main source of the differences between the carrying amounts in the FINREP report and those in the COREP
report are shown in the following table, which also maps the individual risk categories in accordance with the CRR.
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TABLE 4: EU LI2 — MAIN SOURCES OF DIFFERENCES BETWEEN REGULATORY EXPOSURE AMOUNTS AND CARRYING
VALUES IN FINANCIAL STATEMENTS

Total Items subject to

Market risk
framework

Securitisation
in € millions Credit risk framework framework CCR framework

Assets carrying value amount under the scope of

prudential consolidation (as per template LI1) 61,287.8 60,748.7 491.1 47.6 9,139.4
Liabilities carrying value amount under the

scope of prudential consolidation (as per

template LI1) - - - - 866.2
Total net amount under the scope of prudential

consolidation 61,287.8 60,748.7 491.1 47.6 8,273.2
Off-balance-sheet amounts 14,884.2 14,884.2 - -

| =

‘ N

7=

Differences in valuations R - 41 - -

Differences due to different netting rules, other
than those already included in row 2 - - - -

Differences due to consideration of provisions - - - -

™

Differences due to the use of credit risk
mitigation techniques (CRMs) - - - -

s

Differences due to credit conversion factors - - 13,432.1 R R

Differences due to Securitisation with risk
transfer R R R -

Other differences - - 327.1 - 136.5

e
=8

Exposure amounts considered for regulatory
purposes 62,879.3 61,869.5 491.1 184.1 334.6

(=1
N
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The following table provides a detailed overview of the treatment of the various subsidiaries and participations
in relation to the prudential scope of consolidation and the IFRS scope of consolidation.

TABLE 5: EU LI3 — OUTLINE OF THE DIFFERENCES BETWEEN THE SCOPES OF CONSOLIDATION (ENTITY BY ENTITY)

A B C D E F G H
Method of
Name of the accounting Description of the
entity consolidation Method of prudential consolidation entity
Neither
Proportional consolidated nor
Full consolidation consolidation Equity method deducted Deducted
Financial
DFM N.V. At equity X institution
Volkswagen
Finan¢né
sluzby Financial
Slovensko s.r.o. At equity X institution
Volkswagen
Financial
Services Digital Ancillary
Solutions services
GmbH At equity X undertaking
Ancillary
services
Credi2 GmbH At cost X undertaking
Volkswagen
Finan¢né
sluzby
Maklérska Entitiy outside
s.r.o,, Bratislava At cost X financial sector

As far as is known, there are no restrictions or other significant obstacles to the transfer of (own) funds within

the institution group.

The institution group has not made use of the waiver provision under section 2a of the KWG.

The own funds requirements of the CRR are geared towards institutions as defined by Article 4(1) No. 3 of the
CRR. Volkswagen Bank GmbH currently has no subsidiaries that have the characteristics of an institution as de-
fined by the CRR and are not included in prudential consolidation. Accordingly, there are no disclosure require-
ments in accordance with Article 436(g) of the CRR.

Volkswagen Bank GmbH / 2022 Pillar 3 Disclosure Report
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SEPARATE CONSIDERATION FOR EXCLUSION DUE TO MATERIALITY — REGULATORY VIEW
Contrary to the requirements of Art. 433a of the CRR in connection with Art. 434a of the CRR, the following in-
formation is not disclosed:

The capital ratios are not calculated with the assistance of own funds components in any other way than on
the basis of the CRR. Accordingly, disclosure in accordance with Art. 437 (f) of the CRR can be dispensed with.

As the institution group is not subject to the requirements of Art. 92 or 92b of the CRR, no information is
disclosed in accordance with Art. 437a of the CRR.

As there is no specialized lending as defined in Art. 438 (e) of the CRR, no information is disclosed on this (EU
CR10).

The information referred to in Art. 438 (f) and (g) of the CRR is not relevant for the institution group. Accord-
ingly, this information is not disclosed (EU INS1, EU INS2).

As no internal models are used for risk-weighted exposure amounts, disclosure in accordance with Art. 438
(h) is dispensed with (EU CR8, EU CCR7, EU MR2-B, EU CCR6).

The Volkswagen Bank GmbH Group institution group does not conduct transactions in credit derivatives. It
has not made use of the option to conclude netting agreements for derivatives. Accordingly, disclosure in accord-
ance with Art. 439 (j) of the CRR is dispensed with.

The requirements with respect to the disclosure of information in accordance with Art. 439 (k) of the CRR do
not apply. Accordingly, no information is disclosed (EU CCR1).

No information in accordance with Art. 439 (1) of the CRR in connection with Art. 452 of the CRR is disclosed
as the institution group does not apply the IRB approach to calculate risk-weighted exposure amounts (EU CCR4,
EU CR6, EU CR6-A, EU CR9, EU CR9.1). Accordingly, disclosure in accordance with Art. 453 (j) of the CRR (EU CR7)
and Art. 453 (g) of the CRR (CR7-A) is dispensed with.

As Volkswagen Bank GmbH is not a globally system-relevant institution (G-SRI), disclosure in accordance with
Art. 441 of the CRR is omitted.

With an NPL ratio of 3.76% (FINREP), Volkswagen Bank GmbH is below the 5% threshold. Accordingly, the
quantitative information required under Art. 442 of the CRR is only disclosed in accordance with the disclosure
requirements (templates EU CQ7, EU CR2a, EU CQ2, EU CQ6, EU CQ8 not used).

No advanced measurement approach is used; nor is it used in part for operational risks. Accordingly, no in-
formation is disclosed in accordance with Art. 446 (b) and (c) of the CRR.

Disclosure in accordance with Art. 449 (k) and (i) of the CRR is omitted for materiality reasons in accordance
with Art. 432(1) of the CRR (EU SEC2).

The quantitative data on the remuneration policy in accordance with Art. 450 of the CRR will be published as
soon as this data is available (EU REM1, EU REM2, EU REM3, EU REM4, EU REM5).

Disclosure in accordance with Art. 451 (2) of the CRR is not necessary (EU LR2).

As an advanced measurement approach is not used for operational risk, no disclosure in accordance with Art.
454 of the CRR is required (EU OR1). Similarly, disclosure in accordance with Art. 455 of the CRR can be dispensed
with as no internal models for market risk are used (EU MR2-A, EU MR3, EU MR4).

Volkswagen Bank GmbH does not provide information on the energy efficiency of the real estate assets
pledged as collateral due to the immaterial proportion of real-estate-backed collateral in Volkswagen Bank
GmbH’s overall portfolio of collateral (Art. 432 (1) of the CRR - template 2 of EBA/ITS/2022/01).

Volkswagen Bank GmbH does not hold any finance or bonds issued in accordance with standards other than
EU standards (i.e. in accordance with the Green Bond Principles, Green Loan Principles, Sustainability Linked
Loan Principles, etc.). Accordingly, the disclosure of template 10 of EBA/ITS/2022/01 has been dispensed with.
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Own Funds

PILLAR | REQUIREMENTS
The own funds of an institution or an institution group are measured by reference to the prudential capital ratios.
In this connection, Volkswagen Bank GmbH must observe the minimum capital ratios defined in Article 92 of
the CRR at both the level of the individual institution and at the consolidated level of the institution group. Ac-
cording to this, a Common Equity Tier 1 capital ratio of at least 4.5%, a Tier 1 capital ratio of at least 6% and a total
capital ratio of at least 8% are required.

In addition, Volkswagen Bank GmbH must comply with the regulatory capital buffer requirements. These
provide for a capital conservation buffer of 2.5% and the institution-specific, countercyclical capital buffer. The
countercyclical capital buffer is normally between 0% and 2.5%. It is calculated as a weighted average of the coun-
tercyclical buffer rates determined in the individual countries in which the relevant exposures are located.

The capital buffers for globally or otherwise systemically important institutions do not apply to Volkswagen
Bank GmbH.

PILLAR Il REQUIREMENTS
In its capacity as the competent supervisory authority for Volkswagen Bank GmbH, the European Central Bank
(ECB) can decide in the Supervisory Review and Evaluation Process (SREP) to impose a capital add-on that must
be satisfied in addition to the statutory minimum capital ratios and the capital buffer requirements. The legal
basis for this capital add-on, or Pillar 2 requirement (P2R), is Art. 16 of Council Regulation (EU) No. 1024/2013
conferring specific tasks on the European Central Bank concerning policies relating to the prudential supervision
of credit institutions. The decision of the ECB requires Volkswagen Bank GmbH to satisfy, at a consolidated level,
a total SREP capital requirement (TSCR) of at least 10.25% and a Pillar II requirement of 2.25%. The Pillar 2 re-
quirement calls for the provision of CET1 of at least 56.25%. The remainder of the Pillar 2 requirement can be met
with Additional Tier 1 (AT1) capital and Tier 2 (T2) capital.

Volkswagen Bank GmbH complied with all minimum requirements at all times in the reporting period, both
at individual bank level and at consolidated level.
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Structure of Own Funds

DISCLOSURE OF OWN FUNDS
The obligation to disclose own funds with the aim of increasing market discipline is derived from the CRR disclo-
sure requirements. Disclosure of own funds and own funds requirements allows market participants to gain an
insight into Volkswagen Bank GmbH’s risk profile and capital adequacy.

The own funds in accordance with Article 72 of the CRR consist of Common Equity Tier 1 capital and Tier 2
capital. No additional Tier 1 capital has been issued by Volkswagen Bank GmbH or any of the group entities
included in the prudential scope of consolidation.

Volkswagen Bank GmbH is currently not utilizing the “quick fix” regulatory transitional provisions
governing the initial effects from first-time application of IFRS 9 under Article 473a of the CRR. The disclosures
on own funds and the capital and leverage ratios take account of the full impact of the introduction of IFRS 9.

Similarly, Volkswagen Bank GmbH does not apply the “quick fix” transitional provisions under Article 468 of
the CRR. Consequently, the disclosures on capital and leverage ratios reflect the full impact of the unrealized gains
and losses measured at fair value through other comprehensive income.

Volkswagen Bank GmbH / 2022 Pillar 3 Disclosure Report



Pillar 3 Disclosure Report

COMPOSITION OF OWN FUNDS
The individual own funds components as well as the regulatory adjustments as of the latest reporting date are
shown in the table.

The information in the table refers to Volkswagen Bank GmbH’s institution group and is based on IFRS

accounting.

TABLE 6: EU CC1 — COMPOSITION OF REGULATORY OWN FUNDS

Structure of Own Funds

A B
Source based on reference
numbers/letters of the balance sheet
under the regulatory scope of
in € millions Amounts consolidation
e |
Common Equity Tier
1 (CET1) capital:
instruments and
reserves
1 Capital instruments and the related share premium accounts 0.0 a)
of which: Instrument type 1 0.0 n/a
of which: Instrument type 2 0.0 n/a
of which: Instrument type 3 0.0 n/a
2 Retained earnings 1,514.5 b)
3 Accumulated other comprehensive income (and other reserves) 8,532.6 9]
EU-3a Funds for general banking risk 0.0 n/a
Amount of qualifying items referred to in Article 484 (3) and the
4 related share premium accounts subject to phase out from CET1 0.0 n/a
Minority interests (amount allowed in consolidated CET1) 0.0 n/a
Independently reviewed interim profits net of any foreseeable
EU-5a charge or dividend 343.6 n/a
6 Common Equity Tier 1 (CET1) capital before regulatory adjustments 10,390.7 n/a
Common Equity
Tier 1 (CET1) capital:
regulatory
adjustments
7 Additional value adjustments (negative amount) -4.1 n/a
8 Intangible assets (net of related tax liability) (negative amount) -66.8 d)
9 Not applicable 0.0
Deferred tax assets that rely on future profitability excluding those
arising from temporary differences (net of related tax liability
10 where the conditions in Article 38 (3) are met) (negative amount) 0.0 e)
Fair value reserves related to gains or losses on cash flow hedges of
1 financial instruments that are not valued at fair value 6.6 n/a
Negative amounts resulting from the calculation of expected loss
12 amounts 0.0 n/a
Any increase in equity that results from securitised assets (negative
13 amount) 0.0 n/a
Gains or losses on liabilities valued at fair value resulting from
14 changes in own credit standing 0.0 n/a
15 Defined-benefit pension fund assets (negative amount) 0.0 n/a
Direct and indirect holdings by an institution of own CET1
16 instruments (negative amount) 0.0 n/a
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A B
Source based on reference
numbers/letters of the balance sheet
under the regulatory scope of
in € millions Amounts consolidation
| |
Direct, indirect and synthetic holdings of the CET 1 instruments of
financial sector entities where those entities have reciprocal cross
holdings with the institution designed to inflate artificially the own
17 funds of the institution (negative amount) 0.0 n/a
Direct, indirect and synthetic holdings by the institution of the
CET1 instruments of financial sector entities where the institution
does not have a significant investment in those entities (amount
above 10% threshold and net of eligible short positions) (negative
18 amount) 0.0 n/a
Direct, indirect and synthetic holdings by the institution of the
CET1 instruments of financial sector entities where the institution
has a significant investment in those entities (amount above 10%
19 threshold and net of eligible short positions) (negative amount) 0.0 n/a
20 Not applicable
Exposure amount of the following items which qualify for a RW of
EU-20a 1250%, where the institution opts for the deduction alternative 0.0 n/a
of which: qualifying holdings outside the financial sector
EU-20b (negative amount) 0.0 n/a
EU-20c of which: securitisation positions (negative amount) 0.0 n/a
EU-20d of which: free deliveries (negative amount) 0.0 n/a
Deferred tax assets arising from temporary differences (amount
above 10% threshold, net of related tax liability where the
21 conditions in Article 38 (3) are met) (negative amount) -922.1 f)
22 Amount exceeding the 17,65% threshold (negative amount) 0.0 n/a
of which: direct, indirect and synthetic holdings by the
institution of the CET1 instruments of financial sector entities
23 where the institution has a significant investment in those entities 0.0 n/a
24 Not applicable
25 of which: deferred tax assets arising from temporary differences 0.0 n/a
EU-25a Losses for the current financial year (negative amount) 0.0 n/a
Foreseeable tax charges relating to CET1 items except where the
institution suitably adjusts the amount of CET1 items insofar as
such tax charges reduce the amount up to which those items may
EU-25b be used to cover risks or losses (negative amount) 0.0 n/a
26 Not applicable
Qualifying AT1 deductions that exceed the AT1 items of the
27 institution (negative amount) 0.0 n/a
27a Other regulatory adjusments -183.9 n/a
28 Total regulatory adjustments to Common Equity Tier 1 (CET1) -1,170.3 n/a
29 Common Equity Tier 1 (CET1) capital 9,220.3 n/a
Additional Tier 1
(AT1) capital:
instruments
30 Capital instruments and the related share premium accounts 0.0 n/a
of which: classified as equity under applicable accounting
31 standards 0.0 n/a
of which: classified as liabilities under applicable accounting
32 standards 0.0 n/a
Amount of qualifying items referred to in Article 484 (4) and the
33 related share premium accounts subject to phase out from AT1 0.0 n/a
Amount of qualifying items referred to in Article 494a(1) subject to
EU-33a phase out from AT1 0.0 n/a
Amount of qualifying items referred to in Article 494b(1) subject to
EU-33b phase out from AT1 0.0 n/a
Qualifying Tier 1 capital included in consolidated AT1 capital
(including minority interests not included in row 5) issued by
34 subsidiaries and held by third parties 0.0 n/a
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A B
Source based on reference

numbers/letters of the balance sheet
under the regulatory scope of

in € millions Amounts consolidation
" S

35 of which: instruments issued by subsidiaries subject to phase out 0.0 n/a

36 Additional Tier 1 (AT1) capital before regulatory adjustments 0.0 n/a
Additional Tier 1

(AT1) capital:

regulatory

adjustments

Direct and indirect holdings by an institution of own AT1
37 instruments (negative amount) 0.0 n/a

Direct, indirect and synthetic holdings of the AT1 instruments of
financial sector entities where those entities have reciprocal cross
holdings with the institution designed to inflate artificially the own
38 funds of the institution (negative amount) 0.0 n/a
Direct, indirect and synthetic holdings of the AT1 instruments of
financial sector entities where the institution does not have a
significant investment in those entities (amount above 10%
39 threshold and net of eligible short positions) (negative amount) 0.0 n/a
Direct, indirect and synthetic holdings by the institution of the AT1
instruments of financial sector entities where the institution has a
significant investment in those entities (net of eligible short

40 positions) (negative amount) 0.0 n/a
41 Not applicable
Qualifying T2 deductions that exceed the T2 items of the

42 institution (negative amount) 0.0 n/a
42a Other regulatory adjustments to AT1 capital 0.0 n/a
43 Total regulatory adjustments to Additional Tier 1 (AT1) capital 0.0 n/a
44 Additional Tier 1 (AT1) capital 0.0 n/a
45 Tier 1 capital (T1 = CET1 + AT1) 9,220.3 n/a

Tier 2 (T2) capital:

instruments
46 Capital instruments and the related share premium accounts 6.0 8
Amount of qualifying items referred to in Article 484 (5) and the
related share premium accounts subject to phase out from T2 as
47 described in Article 486 (4) CRR 0.0 n/a
Amount of qualifying items referred to in Article 494a (2) subject
EU-47a to phase out from T2 0.0 n/a
Amount of qualifying items referred to in Article 494b (2) subject
EU-47b to phase out from T2 0.0 n/a
Qualifying own funds instruments included in consolidated T2
capital (including minority interests and AT1 instruments not
included in rows 5 or 34) issued by subsidiaries and held by third
48 parties 0.0 n/a
49 of which: instruments issued by subsidiaries subject to phase out 0.0 n/a
50 Credit risk adjustments 0.0 n/a
51 Tier 2 (T2) capital before regulatory adjustments 6.0 n/a
Tier 2 (T2) capital:
regulatory
adjustments

Direct and indirect holdings by an institution of own T2
52 instruments and subordinated loans (negative amount) 0.0 n/a

Direct, indirect and synthetic holdings of the T2 instruments and
subordinated loans of financial sector entities where those entities
have reciprocal cross holdings with the institution designed to
inflate artificially the own funds of the institution (negative
53 amount) 0.0 n/a
Direct and indirect holdings of the T2 instruments and
54 subordinated loans of financial sector entities where the institution 0.0 n/a
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A B
Source based on reference
numbers/letters of the balance sheet
under the regulatory scope of
in € millions Amounts consolidation
| |
does not have a significant investment in those entities (amount
above 10% threshold and net of eligible short positions) (negative
amount)
54a Not applicable
Direct and indirect holdings by the institution of the T2
instruments and subordinated loans of financial sector entities
where the institution has a significant investment in those entities
55 (net of eligible short positions) (negative amount) 0.0 n/a
56 Not applicable
Qualifying eligible liabilities deductions that exceed the eligible
EU-56a liabilities items of the institution (negative amount) 0.0 n/a
EU-56b Other regulatory adjusments to T2 capital 0.0 n/a
57 Total regulatory adjustments to Tier 2 (T2) capital 0.0 n/a
58 Tier 2 (T2) capital 6.0 n/a
59 Total capital (TC =T1 +T2) 9,226.3 n/a
60 Total risk exposure amount 50,535.0 n/a
Capital ratios and
requirements
including buffers
61 Common Equity Tier 1 18.25% n/a
62 Tier1 18.25% n/a
63 Total capital 18.26% n/a
64 Institution CET1 overall capital requirements 8.33% n/a
65 of which: capital conservation buffer requirement 2.50% n/a
66 of which: countercyclical capital buffer requirement 0.06% n/a
67 of which: systemic risk buffer requirement 0.00% n/a
of which: Global Systemically Important Institution (G-SII) or Other
EU-67a Systemically Important Institution (O-SlI) buffer requirement 0.00% n/a
of which: additional own funds requirements to address the risks
EU-67b other than the risk of excessive leverage 1.27% n/a
Common Equity Tier 1 capital (as a percentage of risk exposure
amount) available after meeting the minimum capital
68 requirements 8.01% n/a
69 Not applicable
70 Not applicable
71 Not applicable
Amounts below the
thresholds for
deduction (before
risk weighting)
Direct and indirect holdings of own funds and eligible liabilities of
financial sector entities where the institution does not have a
significant investment in those entities (amount below 10%
72 threshold and net of eligible short positions) 26.1 n/a
Direct and indirect holdings by the institution of the CET1
instruments of financial sector entities where the institution has a
significant investment in those entities (amount below 17.65%
73 thresholds and net of eligible short positions) 0.0 n/a
74 Not applicable
Deferred tax assets arising from temporary differences (amount
below 17.65% threshold, net of related tax liability where the
75 conditions in Article 38 (3) are met) 1,032.6 n/a
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in € millions

A B

Source based on reference
numbers/letters of the balance sheet
under the regulatory scope of
consolidation

Amounts

Applicable caps on

the inclusion of

provisions in Tier 2
Credit risk adjustments included in T2 in respect of exposures
subject to standardised approach (prior to the application of the

76 cap) 0.0 n/a
Cap on inclusion of credit risk adjustments in T2 under

77 standardised approach 580.9 n/a
Credit risk adjustments included in T2 in respect of exposures
subject to internal ratings-based approach (prior to the application

78 of the cap) 0.0 n/a
Cap for inclusion of credit risk adjustments in T2 under internal

79 ratings-based approach 0.0 n/a

Capital instruments

subject to phase-out

arrangements (only

applicable between 1

Jan 2014 and 1 Jan

2022)
Current cap on CET1 instruments subject to phase out

80 arrangements 0.0 n/a
Amount excluded from CET1 due to cap (excess over cap after

81 redemptions and maturities) 0.0 n/a

82 Current cap on AT1 instruments subject to phase out arrangements 0.0 n/a
Amount excluded from AT1 due to cap (excess over cap after

83 redemptions and maturities) 0.0 n/a

84 Current cap on T2 instruments subject to phase out arrangements 0.0 n/a
Amount excluded from T2 due to cap (excess over cap after

85 redemptions and maturities) 0.0 n/a
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COMMON EQUITY TIER 1 CAPITAL
Common Equity Tier 1 capital primarily consists of equity reported in the balance sheet as defined in IFRS. In
turn, the equity reported in the balance sheet is composed of ordinary share capital and disclosed reserves.
Volkswagen Bank GmbH’s share capital is fully paid up and unrestricted. However, as the profit and loss transfer
agreement between Volkswagen Bank GmbH and Volkswagen AG does not meet the CRR criteria,
Volkswagen AG’s share capital of €318.3 million currently does not count towards CET1. In order to meet the CRR
eligibility requirements in the future, Volkswagen Bank and Volkswagen AG have decided to adjust the wording
of the profit and loss transfer agreement accordingly.

The disclosed reserves consist of the capital reserves and retained earnings. Moreover, Common Equity Tier 1
capital includes retained profits which have not yet been approved and are not tied to planned dividend payouts
or foreseeable expenses (e.g. tax expenses). A special reserve for general banking risks recognized by
Volkswagen Bank GmbH in accordance with section 340g of the Handelsgesetzbuch (HGB — German Commercial
Code) is reported in the eligible disclosed reserves.

The decline of €240.5 million in Common Equity Tier 1 capital compared with December 31, 2021 is due to
various effects. The reduction in Common Equity Tier 1 capital is primarily due to the non-eligibility of the share
capital. In addition, accumulated profits increased by €700.4 million. However, this effect was largely offset by
the decline in other reserves and cumulative other comprehensive income. Other reserves dropped by €218.4
million and cumulative other comprehensive income (OCI) by €230.8 million over the previous year due to the
inclusion in OCI of recurring losses arising from negative remeasurement effects in connection with higher
interest rates.

In addition, the CRR requirements with respect to the backstop for non-performing exposures (NPE)
impacted the amount of Common Equity Tier 1 capital. The purpose of the new rules is to reduce non-performing
exposures held by banks on their balance sheets or to ensure that sufficient provisions are taken to cover them.
If the minimum coverage requirement is not satisfied, the difference must be deducted from Common Equity
Tier 1 capital in accordance with Article 36 (1) (m) of the CRR. The new requirements apply to non-performing
exposures arising for the first time on or after April 26, 2019. The deduction from Common Equity Tier 1 capital
for non-performing exposures increased by €102.4 million over the previous year.

The following table shows the total amount of the additional valuation adjustments (AVAs) that are deducted
from Common Equity Tier 1 capital as part of a prudent valuation of assets. In accordance with Art. 34 of the CRR
in connection with Art. 105 of the CRR, this prudent valuation applies to all assets recognized at fair value. Regu-
latory law provides for two methods for determining the additional valuation adjustments. The simplified ap-
proach may be applied up to a threshold of €15 billion based on the sum total of the absolute exposure amounts
on and off the balance sheet measured at fair value. The basic approach must be applied if this threshold is ex-
ceeded. As Volkswagen Bank GmbH remains below the threshold of €15 billion, it applies the simplified approach
for calculating additional valuation adjustments. In view of the minor importance of exposures measured at fair
value, a deduction of €4.1 million was made on the reporting date.
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TABLE 7: EU PV1 — PRUDENT VALUATION ADJUSTMENTS (PVA)
A B C D E EU E1 EU E2 F G H
Total category
level post-
o in € millions Risk category Category level AVA - Valuation uncertainty diversification
Of which: Total Of which: Total
Unearned credit Investment and core approach in core approach in
Category level AVA Equity Interest Rates Foreign exchange Credit Commodities spreads AVA funding costs AVA the trading book ~ the banking book
1 Market price uncertainty 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
2_ Not applicable
3 Close-out cost 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
4 Concentrated positions 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
5 Earlytermination 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
6  Modelrisk 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
7 Operational risk 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
8 Not applicable
9_ Not applicable
F Future administrative costs 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
E Not applicable
" Total Additional Valuation Adjustments
12 (AvAs) 4.1 0.0 0.0
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TIER 2 CAPITAL
Tier 2 capital comprises long-term subordinated liabilities, reduced by amortization in accordance with Arti-
cle 64 of the CRR.

The subordinated liabilities, which are subject to interest at market rates, have original maturities of 20 years
and are due for settlement no later than 2024. Some of the liabilities are subject to a contractual call right by
Volkswagen Bank GmbH if certain trigger events occur. However, in accordance with Article 78 of the CRR, this
right can only be exercised with the prior permission of the supervisory authorities. The investors do not have
any call rights.

The decline in Tier 2 capital compared to December 31, 2021 is due to amortization in accordance with Art.
64 of the CRR.

MAIN CHARACTERISTICS OF OWN FUNDS INSTRUMENTS

The conditions set out in Art. 28 of the CRR must be satisfied for Common Equity Tier 1 instruments to be in-
cluded. Currently, only two subordinated bonds are included in own funds as Tier 1 instruments (Instrument 1
and 2) at Volkswagen Bank GmbH. The requirements for inclusion specified in Art. 63 of the CRR have been sat-
isfied. These requirements particularly include subordination over insolvency creditors and an original term of
at least five years. Both subordinated bonds have been publicly placed and can be identified by reference to their
international securities identification number (ISIN).
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The following table presents the main characteristics of these own funds instruments.

TABLE 8: EU CCA — MAIN CHARACTERISTICS OF REGULATORY OWN FUNDS INSTRUMENTS

Structure of Own Funds

a
1

Instrument 1

a
I

Instrument 2

1 Issuer Volkswagen Bank GmbH Volkswagen Bank GmbH
Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for private
2 placement) XS0175737997 X50193333613
2a Public or private placement Public placement Public placement
3 Governing law(s) of the instrument German law German law
Contractual recognition of write down and conversion powers of
3a resolution authorities n/a n/a
Regulatory treatment
Current treatment taking into account, where applicable,
4 transitional CRR rules Tier 2 capital Tier 2 capital
Post-transitional CRR rules Tier 2 capital Tier 2 capital
Solo and Solo and
6 Eligible at solo/(sub-)consolidated/ solo&(sub-)consolidated (sub)consolidated (sub)consolidated
7 Instrument type (types to be specified by each jurisdiction) Subordinated bond Subordinated bond
Amount recognised in regulatory capital or eligible liabilities (Currency
8 in million, as of most recent reporting date) €3.1 Mio. €3.1 Mio.
9 Nominal amount of instrument €20.0 Mio. €10.0 Mio.
EU-9a Issue price €19.3 Mio. €9.5 Mio.
EU-9b Redemption price €20.0 Mio. €10.0 Mio.
Liability — amortized Liability —amortized
10 Accounting classification cost cost
1 Original date of issuance Sep 26,2003 Jun 07,2004
12 Perpetual or dated Dated Dated
13 Original maturity date Sep 26,2023 Jun 07,2024
14 Issuer call subject to prior supervisory approval Yes Yes
Termination option for ~ Termination option for
15 Optional call date, contingent call dates and redemption amount tax event tax event
16 Subsequent call dates, if applicable n/a n/a
Coupons / dividends
17 Fixed or floating dividend/coupon Fix Fix
18 Coupon rate and any related index 5.4% p.a. 5.5% p.a.
19 Existence of a dividend stopper No No
Fully discretionary, partially discretionary or mandatory (in terms
EU-20a of timing) Mandatory Mandatory
Fully discretionary, partially discretionary or mandatory (in terms
EU-20b of amount) Mandatory Mandatory
21 Existence of step up or other incentive to redeem No No
22 Noncumulative or cumulative Noncumulative Noncumulative
23 Convertible or non-convertible Nonconvertible Nonconvertible
24 If convertible, conversion trigger(s) n/a n/a
25 If convertible, fully or partially n/a n/a
26 If convertible, conversion rate n/a n/a
27 If convertible, mandatory or optional conversion n/a n/a
28 If convertible, specify instrument type convertible into n/a n/a
29 n/a

If convertible, specify issuer of instrument it converts into n/a
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a

a

I —— —— E——
30 Write-down features No No
31 If write-down, write-down trigger(s) n/a n/a
32 If write-down, full or partial n/a n/a
33 If write-down, permanent or temporary n/a n/a
34 If temporary write-down, description of write-up mechanism n/a n/a
34a Type of subordination (only for eligible liabilities) n/a n/a
EU-34b  Ranking of the instrument in normal insolvency proceedings n/a n/a

Position in subordination hierarchy in liquidation (specify instrument Subordinate to Subordinate to
35 type immediately senior to instrument) insolvency creditors insolvency creditors
36 Non-compliant transitioned features No No
37 If yes, specify non-compliant features n/a n/a
37a Link to the full term and conditions of the instrument (signposting) Link Link
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Own Funds Requirements

QUALITATIVE DISCLOSURE OF OWN FUNDS REQUIREMENTS AND RISK-WEIGHTED EXPOSURE AMOUNTS
RISK INVENTORY/RISK QUANTIFICATION

The objective of the risk inventory, which has to be carried out at least annually, is to identify the main categories
of risk. To this end, all known categories of risk are investigated to establish whether they arise in the Volkswagen
Bank GmbH Group. In the risk inventory, the relevant categories of risk are examined in greater detail, quantified
or, if they cannot be quantified, assessed by experts, and then evaluated to determine whether they are material
for the Volkswagen Bank GmbH Group. In accordance with the requirements set out in the “ECB Guide to the
internal capital adequacy assessment process (ICAAP)”, the risk inventory used both the economic and normative
perspectives and, in addition, a gross approach (i.e. an analysis of the risks without taking into account specific
techniques designed to mitigate the underlying risks). A confidence level of 99.9% is also used as a basis for de-
termining risk.

The risk inventory carried out in was based on the December 31, 2022 reporting date and came to the conclu-
sion that the following quantifiable categories of risk should be classified as material: counterparty default risk
(credit risk, shareholder risk, issuer risk and counterparty risk), direct residual value risk, interest rate risk in the
banking book, other market risk, business risk (earnings risk, strategic risk, reputational risk and business model
risk), liquidity risk and operational risk. Other existing subcategories of risk are included within the categories
specified above.

CAPITAL ADEQUACY (INCLUDING RISK-BEARING CAPACITY)

In addition to the quantification of the risk positions required by regulatory law (in accordance with the CRR),
the Volkswagen Bank GmbH Group has set up a system for calculating risk-bearing capacity in accordance with
the requirements specified in the ICAAP guide. The system ensures that the Group maintains risk-bearing capac-
ity from both economic and normative perspectives.

The objective of the normative perspective is to ensure that the Volkswagen Bank GmbH Group meets all
relevant regulatory capital ratio requirements (in particular, the requirements for the total capital ratio and CET1
capital ratio) in the planning period. To this end, the Volkswagen Bank GmbH Group analyzes a baseline scenario
and a multidimensional adverse scenario over a forward-looking time horizon of three years and constantly
monitors its compliance with the regulatory capital requirements and its internally specified early warning
thresholds. This system reflects the Pillar-2 requirements for risk-bearing capacity determined in the supervisory
review and evaluation process (SREP).

In the economic risk-bearing capacity analysis, the overall economic risk is compared against the risk-taking
potential.

The quarterly analysis of its risk-bearing capacity serves to examine whether the Volkswagen Bank GmbH
Group is capable at all times of bearing the risks potentially arising from its current and future business activities.
An institution has the capacity to bear its risk if, as a minimum, all material risks to which the institution are
exposed are covered at all times by the institution’s risk-taking potential.

In addition, the Volkswagen Bank GmbH Group uses a system of limits derived from the economic risk-bear-
ing capacity analysis to specifically manage the capital for risk coverage in accordance with the level of risk toler-
ance determined by the Management Board of Volkswagen Bank GmbH. Building on the Bank’s risk appetite
framework, the risk limit system that has been put in place limits the risk at different levels, thereby safeguarding
the economic risk-bearing capacity of the Volkswagen Bank GmbH Group.

As of December 31, 2022, risk-taking potential amounted to €8.3 billion and comprised CET1 capital (€8.7 bil-
lion) and accumulated earnings! (€0.6 billion) less hidden charges and loss allowance shortfalls (€1.0 billion in
total). This item is the reference point for risk tolerance and risk appetite and takes the form of an overall risk
limit for the Group (fixed at €4.9 billion as of December 31, 2022).

In accordance with a moderate, overarching risk appetite, only a portion (a maximum of 90%) of this risk-
taking potential is specified as a risk ceiling or overall risk limit. The overall risk limit is apportioned according
to the relevant specific risk appetite to counterparty default risk, direct residual value risk, interest rate risk in the
banking book, other market risk, funding risk and operational risk for the purposes of operational monitoring
and control. In this process, the limit allocated to counterparty default risk, itself an overarching category of risk,
is subdivided into individual limits for credit risk, shareholder risk, issuer risk and counterparty risk. The specific

1 Dividend claims are generally deducted from accrued profits in the interests of a conservative calculation of risk-taking potential.
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risk appetite for each category of risk is set at moderate to low based on the business model and risk strategy of
Volkswagen Bank GmbH.

The limit system is structured in a way that the adherence to the risk limits ensures not only the
management of operating and strategic risk and earnings, but also compliance with regulatory requirements.
Risk Management monitors compliance with the risk limits as part of its quarterly analysis of the risk-bearing
capacity.

The risk limit system for the Volkswagen Bank GmbH Group is recalibrated at least once a year by way of a
resolution adopted by the Management Board of Volkswagen Bank GmbH.

Risk quantification

Risk values for relevant risk categories are determined by means of different approaches following the method-
ological recommendations of the Basel Capital Accord. These approaches are based on statistical models and sup-
ported by expert estimates. In line with standard banking practice, risks are assessed using the net method.

To measure risk-bearing capacity, it is necessary to quantify the amount of unexpected losses (UL) and, addi-
tionally for some risk categories, the amount of expected losses (EL). Unexpected losses are extremely high losses
that occur rarely, whereas expected losses describe the average losses expected to occur within the observation
period. The total amount of UL and EL produces the value at risk (VAR).

The main risks are quantified as part of the economic risk-bearing capacity analysis with a confidence level
0f99.9% and a time horizon of one year. In addition to determining the risk-bearing capacity in a normal scenario,
the Volkswagen Bank GmbH Group also conducts group-wide and cross-institutional stress tests and reports the
results directly to the Management Board. Stress tests are used to examine the potential impact from exceptional
but plausible events on the risk-bearing capacity and earnings performance of the Volkswagen Bank GmbH
Group. The purpose of these scenarios is to facilitate early identification of those risks that would be particularly
affected by the trends simulated in the scenarios so that any necessary corrective action can be initiated in good
time. The stress tests include both a historical scenario (a repeat of the financial crisis in the years 2008 to 2010)
and a hypothetical scenario (a sharp drop in sales in the Volkswagen Group). These scenarios, which cover all
categories of risk, are supplemented by sensitivity analyses specific to risk categories. Appended to these analyses
are regular stress test analyses with a multi-year time horizon for the normative perspective. In addition, yearly
inverse stress tests are used to identify what events could represent a threat to the ability of the Volkswagen Bank
GmbH Group to continue as a going concern. Stress tests using a multi-year time horizon (for example an eco-
nomic downturn) are also prepared annually.
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TABLE 9: METHODS FOR THE QUANTIFICATION OF INDIVIDUAL RISK TYPES UNDER THE RISK BEARING CAPACITY

ANALYSIS
,,Going Concern”-scenario
Risk type Parameters/model (Normal Case)
I
Counterparty default risk
Parameters: PD, LGD, EAD, CCF, ASRF model, incl. premium for
Credit risk estimation uncertainties for UL CL=99.9%
Parameters: PD, LGD = 90%, carrying amount of equity investment acc.
Shareholder risk to IFRS, ASRF model CL=99.9%
Issuer risk Parameters: PD, LGD, EAD, Monte Carlo simulation CL=99.9%
Counterparty risk Parameters: PD, LGD, EAD, Monte Carlo simulation CL=99.9%
Comparison of expected sales proceeds (forecast with value deductions
based on historical data) with contractually agreed residual value per
Residual value risk vehicle CL=99.9%
Interest Rate Risk in the Historical simulation
Banking Book (IRRBB) (365-trading-day holding period, 1,460-trading-day history) CL=99.9%
Historical simulation
Other market risks (365-trading-day holding period, 1,460-trading-day history) CL=99.9%
Reconciliation of the planned profit with the earnings risk (parameters:
actual and plan data of income drivers and their relative deviation;
parametric variance-covariance model) and general value for strategic
risk/reputation risk as well as the business model risk (scenario
approach) and as well as a possible add-on for the consideration of new
Business risk business shares.
Liquidity risk (funding risk) Liquidity premium from historical spread data CL=99.9%
Operational risk Loss distribution method with Monte Carlo simulation CL=99.9%

Aggregation of risks, analysis of results
A correlation of 1 between the risk categories is assumed for all calculated risk indicators.

The results of the analysis of risk-bearing capacity and of the stress tests are reported to the Management
Board on a quarterly basis. The calculations of risk-bearing capacity confirmed that all significant risks that could
adversely affect the financial position, financial performance or cash flows were adequately covered at all times
by the available risk-taking potential. The stress tests did not indicate any immediate need for action.

DISCLOSURE OF OWN FUNDS REQUIREMENTS AND RISK-WEIGHTED EXPOSURE AMOUNTS

The basis for the provisions concerning own funds requirements is formed by the regulatory provisions con-
tained in Article 92 of the CRR. In this connection, it is necessary to calculate total risk exposure, which is derived
from the calculation of the risk-weighted assets (RWA) for the credit risk including the counterparty credit risk as
well as operational risk, market risk and for the credit valuation adjustments (CVA). The credit risk excluding the
counterparty credit risk accounts for 91.9% of the total risk exposure amount, thus constituting the largest risk

type.

The following table provides an overview of the breakdown of the total risk exposure amount and the own funds
requirements. As Volkswagen Bank GmbH is subject to a quarterly disclosure duty, the figures in the table refer
to the current reporting period ending December 31, 2022 as well as the previous quarter ending September 30,
2022.
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TABLE 10: EU OV1 — OVERVIEW OF RISK-WEIGHTED EXPOSURE AMOUNTS
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RISK WEIGHTED EXPOSURE AMOUNTS (RWEAS)

TOTAL OWN FUNDS
REQUIREMENTS

a

C

in € millions

Dec 31, 2022

Dec 31, 2022
I

1 Credit risk (excluding CCR) 46,443.4 44,375.0 3,715.5
Of which the standardised

2 approach 46,443.4 44,375.0 3,715.5
Of which the Foundation IRB (F-IRB)

3 approach 0.0 0.0 0.0

4 Of which: slotting approach 0.0 0.0 0.0
Of which: equities under the simple

EU4a  riskweighted approach 0.0 0.0 0.0
Of which the Advanced IRB (A-IRB)

5 approach 0.0 0.0 0.0

6 Counterparty credit risk - CCR 59.2 94.8 4.7
Of which the standardised

7 approach 31.5 48.6 2.5
Of which internal model method

8 (IMM) 0.0 0.0 0.0

EU8a  Of which exposures to a CCP 0.5 0.0 0.0
Of which credit valuation

EU8b  adjustment - CVA 27.2 46.2 22

9 Of which other CCR 0.0 0.0 0.0

10 Not applicable

11 Not applicable

12 Not applicable

13 Not applicable

14 Not applicable

15 Settlement risk 0.0 0.0 0.0
Securitisation exposures in the non-

16 trading book (after the cap) 169.5 168.8 13.6

17 Of which SEC-IRBA approach 0.0 0.0 0.0

18 Of which SEC-ERBA (including 1AA) 169.5 168.8 13.6

19 Of which SEC-SA approach 0.0 0.0 0.0

EU19a  of which 1250% 0.0 0.0 0.0
Position, foreign exchange and

20 commodities risks (Market risk) 334.6 4375 26.8
Of which the standardised

21 approach 334.6 437.5 26.8

22 Of which IMA 0.0 0.0 0.0

EU22a  |Large exposures 0.0 0.0 0.0

23 Operational risk 3,528.3 3,788.9 2823

EU23a  Of which basic indicator approach 0.0 0.0 0.0

EU23b  Of which standardised approach 3,528.3 3,788.9 282.3

Of which advanced

EU 23c measurement approach 0.0 0.0 0.0
Amounts below the thresholds for
deduction (subject
to 250% risk weight) (For

24 information) 2,581.6 2,503.2 206.5

25 Not applicable

26 Not applicable

27 Not applicable

28 Not applicable

29 Total 50,535.0 48,865.0 4,042.8
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The credit risk excluding the counterparty credit risk stood at €46,443.4 million as of December 31, 2022 and was
therefore up by €2,068.3 million over the previous quarter. Volkswagen Bank GmbH uses the Credit Risk Stand-
ardized Approach (CRSA) to quantify credit risks. Further information on the composition of credit risk excluding
counterparty credit risk can be seen in tables 23 and 24.

The increase in counterparty credit risk from €94.8 million to €59.2 million is chiefly due to the credit valua-
tion adjustment (CVA). Further information on the composition of counterparty credit risk can be found in Tables
30 through 34.

At €3,528.3 million, operational risk decreased slightly over the previous quarter’s figure of €3,788.9 million.
Volkswagen Bank GmbH applies the Standardized Approach in this connection.

Further information on market risk and the securitization positions is provided in a separate chapter.

DISCLOSURE OF COUNTERCYCLICAL CAPITAL BUFFERS

The countercyclical capital buffer (CCyB) has been introduced as a macro-prudential instrument for banking su-
pervision. Its purpose is to increase credit institutions’ resilience by stipulating additional capital requirements.
To this end, banks are to accumulate an additional capital buffer in times of excessive lending growth which may
be used to cover losses arising in a crisis. The accumulation of a capital buffer is intended to slow excessive credit
growth and to avert a credit crunch, which would further aggravate a crisis, during a downswing. Accordingly, the
capital buffer is determined on a countercyclical basis.

The capital buffer requirements are based on the provisions of CRD IV, which have been transposed into Ger-
man law in Section 10d of the German Banking Act (KWG). The competent authority sets the capital buffer at
between 0% and 2.5%. However, it is calculated separately for each individual credit institution. This means that
each credit institution calculates the percentage of the institution-specific countercyclical capital buffer as the
weighted average of the capital buffer rates for the countries in which the relevant credit risk exposures are lo-
cated. This is based on the borrower’s domicile and not the credit institution’s domicile.

The following table shows the geographical distribution of the credit exposures relevant for the calculation
of the countercyclical capital buffer.
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A B C D E F G H I J K L M
Relevant credit
General credit exposures — Own fund re-
in € millions exposures Market risk quirements
Securitisation Relevant credit
Exposure value Sumoflongand Value of trading exposures Expo- exposures — Se-
under the stand-  Exposure value short positions  book exposures sure value for Rel 1t credit Rel 1t credit  curitisation posi- Risk-weighted Own fund re-
Breakdown by ardised ap- underthe IRB  of trading book for internal non-trading  Total exposure  risk exposures - exposures — tions in the non- exposure quirements  Countercyclical
010 country: proach approach exposures for SA models book value Credit risk Market risk trading book Total amounts weights (%) buffer rate (%)
.| .| .|
GER 27,105.3 0.0 0.0 0.0 0.0 27,105.3 1,750.9 0.0 0.0 1,750.9 21,885.8 48.1% 0.0%
ES 3,891.3 0.0 0.0 0.0 0.0 3,891.3 238.7 0.0 0.0 238.7 2,983.2 6.6% 0.0%
FR 7,682.5 0.0 0.0 0.0 0.0 7,682.5 539.1 0.0 0.0 539.1 6,738.4 14.8% 0.0%
GB 2,034.2 0.0 0.0 0.0 491.1 2,525.2 162.8 0.0 13.6 176.3 2,204.1 4.8% 1.0%
T 6,201.2 0.0 0.0 0.0 0.0 6,201.2 373.8 0.0 0.0 373.8 46721 10.3% 0.0%
NL 2,804.8 0.0 0.0 0.0 0.0 2,804.8 2249 0.0 0.0 2249 2,810.7 6.2% 0.0%
PL 999.0 0.0 0.0 0.0 0.0 999.0 73.2 0.0 0.0 73.2 9146 2.0% 0.0%
PT 554.0 0.0 0.0 0.0 0.0 554.0 349 0.0 0.0 349 436.7 1.0% 0.0%
Others 3,445.2 0.0 0.0 0.0 0.0 3,445.2 2294 0.0 0.0 2294 2,867.4 6.3% 0.2%
020 Total 54,717.5 0.0 0.0 0.0 491.1 55,208.5 3,627.5 0.0 13.6 3,641.0 45,513.1 100.0%
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At 48.1%, the own funds requirements for Germany of €1,750.9 million constitute the greatest proportion in the
calculation of the countercyclical capital buffer. The countries listed cover more than 93% of Volkswagen Bank
GmbH’s own funds requirements. A further disaggregation of the countries listed under “Other” has been dis-
pensed with for materiality reasons.

TABLE 12: EU CCYB2 — AMOUNT OF THE INSTITUTION-SPECIFIC COUNTERCYCLICAL CAPITAL BUFFER

in € millions a
. ___________________________________________________________________________________________________________. ___________________|

1 Total risk exposure amount 50,535.0
2 Institution specific countercyclical capital buffer rate 0.0579%
3 Institution specific countercyclical capital buffer requirement 29.3

Volkswagen Bank GmbH has a low-level institution-specific countercyclical capital buffer of 0.0579% as of De-
cember 2022 at a consolidated level. This is due to the fact that the competent authorities in most countries in-
cluding Germany have set a countercyclical capital buffer of 0% against the backdrop of the Covid-19 pandemic.
Since the second half of 2022 the countercyclical capital buffers set by the competent authorities have been in-
creased again in various countries.

RETURN ON CAPITAL

The return on capital in accordance with section 26a(1) sentence 4 of the KWG, calculated as the ratio of net profit
to total assets, stood at 0.75% at December 31, 2022.
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Risk Management Objectives
and Policy

ORGANIZATIONAL STRUCTURE OF RISK MANAGEMENT
In the realm of its primary operating activities, the Volkswagen Bank GmbH Group is exposed to a large number
of risks typical for the financial services sector. The Group takes on these risks within the limits of the approved
risk strategy so that it can target and exploit any resulting market opportunities.

The Volkswagen Bank GmbH Group has implemented a risk management system to identify, assess, manage,
monitor and communicate risks. The risk management system comprises a framework of risk principles, organ-
izational structures and processes for assessing and monitoring risks. The individual elements are aligned with
the activities of the individual divisions. This structure ensures early detection of any trends that could represent
arisk to the business as a going concern so that appropriate countermeasures can then be initiated.

The Volkswagen Bank GmbH Group has implemented suitable procedures to make sure that the risk man-
agement system is fit for purpose. Firstly, Risk Management continuously monitors the system. Secondly, the
individual elements in the system are regularly reviewed on a risk-oriented basis by the Internal Audit depart-
ment, the ECB’s banking supervision, the ESF (Deposit Protection Fund) and as part of the audit of the annual
financial statements by the independent auditors.

In the 2021 Supervisory Review and Evaluation Process (SREP), the ECB banking supervisor set a Pillar 2 re-
quirement of 2.25% (previously 2.00%) for the Volkswagen Bank GmbH Group, applicable from March 1, 2022.
The Pillar II requirement must be satisfied in addition to the minimum capital requirements under Pillar I and
covers risks that are underestimated or not covered by the minimum capital requirements.

The entire Management Board is responsible for risk management in the Volkswagen Bank GmbH Group,
although responsibility for operational implementation lies with the Chief Risk Officer (CRO). In this function,
the CRO regularly reports to the other members of the Managemet Board and the Supervisory Board on the
Volkswagen Bank GmbH Group’s overall risk position.

An important feature of the risk management system in the Volkswagen Bank GmbH Group is the clear, un-
equivocal separation of tasks and areas of responsibility, both organizationally and in terms of personnel. This is
intended to ensure that the system is fully functioning at all times and regardless of the personnel involved.

The risk management departments on Group level have the role of providing guidelines for the organization
of risk management. This function includes drawing up risk policy guidelines, developing and maintaining
methodologies and processes relevant to risk management as well as issuing and monitoring international
framework standards for the procedures to be used on a Europe-wide basis.

In particular, these activities involve the provision of models for carrying out credit assessments in lending
business, quantifying the categories of risk, determining risk-bearing capacity and measuring collateral. Risk
Management is therefore responsible for identifying possible risks, analyzing, quantifying and assessing risks,
and for determining the resulting measures to manage the risks.

Local risk management units ensure that the requirements specified by the Volkswagen Bank GmbH Group’s
Risk Management are implemented and complied with in each market.

To summarize, continuous monitoring of risks, open and direct communication with the Management Board
and the integration of all findings into the operational risk management system together form the basis, in the
view of the Management Board, for the best possible leveraging of market potential based on conscious, effective
management of the overall risk faced by the Volkswagen Bank GmbH Group.

RISK STRATEGY AND RISK MANAGEMENT
Fundamental decisions relating to strategy and the instruments of risk management are the responsibility of the
Management Board of Volkswagen Bank GmbH.

As part of this overall responsibility, the Management Board of Volkswagen Bank GmbH has introduced a
MaRisk-compliant strategy process and implemented a business and risk strategy. The MOBILITY2030 business
strategy sets out the fundamental views of the Management Board of Volkswagen Bank GmbH on key matters
relating to business policy. It includes the objectives for each major business activity and the strategic initiatives
to achieve the relevant objectives. The business strategy also serves as the starting point for creating a consistent
risk strategy.
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The risk strategy is reviewed each year and on an ad hoc basis on the basis of a risk inventory, risk-bearing
capacity and legal requirements. It is adjusted where appropriate and discussed with the Supervisory Board of
Volkswagen Bank GmbH. The risk strategy describes the main risk management goals and action plans for each
category of risk taking into account the business policy focus (business strategy), risk tolerance and risk appetite.
A review is carried out annually to establish whether the goals have been attained. The causes of any variances
are analyzed and then discussed with the Supervisory Board of Volkswagen Bank GmbH.

The risk strategy includes all material quantifiable and non-quantifiable risks. Further details and specifics
for the individual risk categories are set out in risk substrategies and included in operational requirements as
part of the planning round.

The Management Board of Volkswagen Bank GmbH is responsible for specifying and subsequently imple-
menting the overall risk strategy in the Volkswagen Bank GmbH Group.

RISK CULTURE

A pronounced risk culture entrenched in the company and encompassing all employees forms part of responsi-
ble corporate governance and is the basis of efficient and sustained risk management. It defines the rules of con-
duct for handling risks within an institution. This also includes the way in which risks are identified, measured,
reported and managed and forms the core of the MOBILITY2030 umbrella strategy with the strategic thrusts “Ve-
hicle”, “Customer Loyalty”, “Data & Technology”, “Performance” and “Sustainability”.

The aim of an appropriate risk culture is to ensure that employees and management make decisions in their
daily work based on a risk culture “imbued with life” (value of systems), that risks are addressed consciously and
that an open and transparent dialog on risk-related matters is reinforced within the Volkswagen Bank GmbH
Group.

At the Volkswagen Bank GmbH Group, risk culture is operationalized on the basis of the following risk culture
elements: “leadership culture”, “organizational structure”, “communications”, “incentive structure” and “risk
management framework”. The Management Board and line managers assume a role model with respect to risk
culture. Among other things, it implements decision-making practices on the basis of the corporate values (lead-
ership principles) which it has defined to provide employees with a framework within which they can implement
standards and prepare future decisions.

Identifying, evaluating and managing risks is an integral part of bank organization beyond risk management.
In practice, this takes the form of an open style of communications based on a constructive and objective ap-
proach to risks and accompanied by high risk awareness particularly in the light of the Volkswagen Bank GmbH
Group’s reputation.

The sum total of the shared values and rules as well as the support provided by technological developments
help to incorporate risk aspects in all corporate decisions.

RISK CONCENTRATIONS

The Volkswagen Bank GmbH Group is a captive financial services provider in the automotive sector. The business
model, which focuses on promoting vehicle sales for the different brands in the Volkswagen Group, causes con-
centrations of risk, which can take various forms.

Concentrations of risk can arise from an uneven distribution of activity in which

> just a few borrowers/contracts account for a large proportion of the loans (counterparty concentrations),

> a small number of sectors account for a large proportion of the loans (sector concentrations),

> many of the loans are to businesses within a defined geographical area (regional concentrations),

> receivables are secured by just one type of collateral or by a limited range of collateral types (collateral con-
centrations), or

> The Volkswagen Bank GmbH Group’s income is generated from just a few sources (income concentrations).

One of the objectives of the Volkswagen Bank GmbH Group’s risk policy in its business model is to reduce such
concentrations by means of broad diversification.

Counterparty concentrations from customer business are only of minor significance in the Volkswagen Bank
GmbH Group because of the large proportion of business accounted for by retail lending. From a regional per-
spective, the Volkswagen Bank GmbH Group has a concentration of business in the German market, but looks to
achieve broad nationwide diversification within the country. In contrast, sector concentrations in the dealer busi-
ness are part of the nature of the business for a captive provider and these concentrations are therefore individ-
ually analyzed. Overall, no particular impact has been identified, even in periods of economic downturn like the
financial crisis some years ago.
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Likewise, a captive provider cannot avoid collateral concentrations because the vehicle is the predominant
collateral asset by virtue of the business model. Risks can arise from concentrations of collateral if downward
pricing trends in used vehicle markets or segments lead to lower proceeds from the recovery of assets and, as a
consequence, there is a fall in the value of the collateral. Nevertheless, in terms of the vehicles used as collateral,
the Volkswagen Bank GmbH Group enjoys broad diversification across all vehicle segments based on a large
range of vehicles from the different brands in the Volkswagen Group.

MODEL RISK
Model risk arises from inaccuracies in the risk values and must be taken into account, particularly in the case of
underestimated risk and complex models. Depending on the complexity of the model, model risk can occur in a
number of areas of model development and application.

Potential model risks relating to the risk models used for the risk-bearing capacity analysis are qualitatively
assessed both in the original model development process and as part of regular independent model validation.
The objective is to examine the need for additional cover in relation to such risks in the form of own funds.

RISK REPORTING

A detailed risk management report is submitted to the Management Board and to the Supervisory Board of

Volkswagen Bank GmbH on a quarterly basis. The following information is included in the risk management

report:

> Overall commentary on the risk position

> Results of the risk-bearing capacity analysis using the economic and normative perspectives

> Key figures for credit risk and residual value risk at the level of the Volkswagen Bank GmbH Group, currently,
over time and by market

> Presentation and evaluation of other counterparty default risks (shareholder risk, issuer risk and counter-
party risk)

> Presentation and evaluation of liquidity risk, interest rate risk in the banking book, other market risk and op-
erational risk

> Overview of outsourcing activities and business continuity management

> Overview of ad hoc cases and newly authorized products

The following information is also presented to the Management Board in the quarterly ICAAP report:
> Presentation and evaluation of stress test results in various scenarios (historical and hypothetical)
> Presentation and evaluation of the sensitivity analyses for the individual risk types

> Normative/economic reconciliation of capital requirement (for each risk category)

> Commentary on the changes in risk-bearing capacity in the individual perspectives and scenarios

Ad hoc reports are generated as needed to supplement the system of regular reporting.
The high quality of the information contained in the risk reports about structures and trends in the portfolios
is maintained by a process of constant refinement and ongoing adjustment in line with current circumstances.

RECOVERY AND RESOLUTION PLANNING
During the course of fiscal year 2022, the Volkswagen Bank GmbH Group updated its Group-wide recovery plan
and submitted it to the ECB (the competent supervisory authority).

The recovery plan covers matters including a system to ensure that adverse developments are identified
promptly, and the possible measures that could be used by the Group in different stress scenarios to safeguard
or restore a robust financial footing. The update to the recovery plan in 2022 focused in particular on an analysis
of the Group’s ability to recover based on four different adverse scenarios.

The recovery plan also sets out the responsibilities and the processes to be followed in the management of a
crisis and specifies a Group-wide set of recovery indicators to support ongoing monitoring. The recovery indica-
tors are spread over different corporate units so that a broad range of indicators is covered. The range includes
capital, liquidity, profitability and market-based indicators, all of which are continually monitored. The status of
the recovery indicators as of the reporting date in question is notified to the Management Board and the Super-
visory Board in the risk management report each quarter.

Volkswagen Bank GmbH has additionally assisted the competent resolution authorities with the preparation of
aresolution plan during the current fiscal year. The objective of the resolution plan is to safeguard the resolution
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capability of the Bank. This involves Volkswagen Bank GmbH providing the resolution authorities with infor-
mation and analyses for this purpose in accordance with its supporting duties as defined in Section 42 SAG.

Volkswagen Bank GmbH complied with the applicable bank-specific minimum requirement for own funds
and eligible liabilities (MREL) at all times in 2022.

CURRENT REGULATORY FACTORS
The experiences of the last financial market crisis have led to permanently more stringent regulatory ground
rules for banks and ever more granular regulations. More and more powers to issue statutory instruments are
being granted in the context of European regulations and directives and this is likely to result in a large quantity
of new and revised delegated regulations and directives from the European banking supervisory authority over
the next few years. Volkswagen Bank GmbH will scrutinize these new stipulations and take the actions necessary
to comply with them.

The European Commission presented drafts of a CRR IIl and a CRD IV in October 2021. Now being discussed
in the legislative procedure, these may well have implications for the Volkswagen Bank GmbH Group. While the
CRRIII draft is concerned primarily with the implementation of Basel IV (also referred to by the Basel Committee
as the completion of Basel I11), the draft CRD VI also addresses the subject of sustainability risks, among others.
Its intention is that institutions should in future be required to create transition plans for their transition to
sustainable operation.

Volkswagen Bank GmbH is considered to be a significant institution and is thus subject to the direct supervi-
sion of the EZB. This means that it must comply with the EBA guidelines, the requirements of the ECB and the
requirements of the German Federal Financial Supervisory Authority (BaFin) insofar as the latter has not limited
the scope of its requirements to less significant institutions. Volkswagen Bank GmbH is also subject to the ECB’s
Supervisory Review and Evaluation Process (SREP). The EBA has published guidelines concerning SREP imple-
mentation and assessment and updates them from time to time. The EBA published its most recent set of revised
guidelines on SREP and supervisory stress testing, which are due to come into effect from January 1, 2023, on
March 18, 2022. The revised SREP guidelines serve largely to implement requirements of CRD V, incorporate the
stipulations of various new and revised EBA guidelines and are intended to help refine supervisory practice.
Among the changes being introduced are that ESG risks are in future to be incorporated into business model
analysis. The intention is that ESG risks and their consequences will be assessed in this context with regard to the
viability and sustainability of the business model and the long-term resilience of the bank. This assessment will
probably affect the level of the overall SREP score determined by the ECB.

Once the SREP has been completed, Volkswagen Bank GmbH, like other significant institutions, will be noti-
fied of the additional equity requirements and expectations in relation to Pillar IT along with recommendations
for implementation. Volkswagen Bank GmbH is bound to respect that notification.

The provisions of the Prudential Backstop Regulation for nonperforming loans as described in Article 47a of
the CRR, which entered into force on April 26, 2019, also have a regulatory effect on the capital requirement for
credit risk. Regulatory minimum capital requirements for risk exposures that have been nonperforming for more
than two years have been in force since 2021. Failure to comply in full with the regulatory minimum capital re-
quirement necessitates a deduction from the Common Equity Tier 1 capital. The regulator does not currently
allow CRSA institutions like Volkswagen Bank GmbH to recognize collateral in the form of vehicles, which means
that deductions from equity are a possibility. Such a deduction from equity would result in a reduction in the
available equity in Pillar II.

The expectations of the ECB set out in its addendum to the guidance on nonperforming loans (prudential provi-
sioning backstop for nonperforming exposures), most recently updated by the expectations regarding adequate
prudential minimum provisioning published on August 22, 2019, also have a regulatory impact. Volkswagen
Bank GmbH must also ensure that its management of nonperforming loans complies with the EBA Guidelines
on the management of nonperforming and forborne exposures, the ECB’s Guidance to banks on nonperforming
loans and the revised MaRisk published in August 2021. More significant implications for the credit risk strategy
can arise should the proportion of nonperforming risk exposures reach or exceed 5% at the level of the
Volkswagen Bank GmbH Group or at the level of the single entity. Volkswagen Bank GmbH must additionally
comply with the EBA Guidelines on loan origination and monitoring, which define wide-ranging requirements
for the assessment of lending operations and thus have implications for credit decisions.
The necessary IT is scheduled for gradual implementation at Volkswagen Bank GmbH by June 30, 2024 in ac-
cordance with the EBA’s transitional provisions.
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Other regulatory effects on risk management in Pillar IT stem in particular from the supervisory requirements
for IT in financial institutions (BAIT), the EBA Guidelines on ICT and security risk management and the EBA
Guidelines on outsourcing arrangements, which are considered in the MaRisk published in August 2021. The
Regulation on digital operational resilience for the financial sector (DORA), which has now entered into force and
will apply from January 17, 2025, is also of relevance in this connection, although many of the requirements it
defines are already familiar and have already been satisfied on account of the requirements in the aforemen-
tioned EBA Guidelines on ICT and security risk management, EBA Guidelines on outsourcing arrangements, BAIT
and MaRisk. What the regulation does, in effect, is elevate many requirements that are already known onto a
statutory footing. It also contains a series of mandates. It will not be possible to determine conclusively what
action is still required until the delegated acts springing from this regulation have been published and a detailed
gap analysis has been completed.

The importance of factoring in climate and environmental risks, including transition risk, in risk management
continues to grow in light of the stricter regulatory requirements anticipated. Particularly significant in this con-
nection is the ECB’s Guide on climate-related and environmental risks. Volkswagen Bank GmbH has established
a special project to address activities defined in this guide and is reporting to the ECB regularly on their imple-
mentation. The requirements of Commission Implementing Regulation (EU) 2022/2453 concerning Article 449a
CRR regarding the disclosure of environmental, social and governance risks, which has now been published and
has entered into force, are being implemented as part of the same project. This regulation describes the disclosure
of extensive sustainability-related information at staggered intervals, with the initial set of ESG information be-
ing published in the December 31, 2022 disclosure report, the green asset ratio being disclosed as of December 31
2023 and Scope 1, 2, and -3 CO, emissions being disclosed as of June 30, 2024. The green asset ratio expresses the
proportion of loans and receivables that satisfy the taxonomy criteria in the Taxonomy Regulation and the cur-
rent associated Delegated Regulation (EU) 2021/2139. It is to be expected that the green asset ratio will rise over
the next few years as the proportion of battery-powered vehicles financed and leased rises. Th opposite effect will
be seen in the area of emissions intensity, with an increase in the proportion of battery-powered vehicles fi-
nanced and leased causing CO, emissions to fall relative to the portfolio of loans and receivables over the next
few years. Vehicles with combustion engines will still be financed in the future, so measures to offset these emis-
sions are currently being investigated.

Volkswagen Bank GmbH is currently involved in a general intensive review of climate-related and environmental
risks that could be drivers of existing categories of risk and that are considered in the identification, assessment,
monitoring and management of the categories of risk. A large quantity of data has to be collected in this process
for internal risk management and, in future, for disclosure purposes as well.

Further increasing the importance of this subject, a revised draft for the 7th MaRisk amendment published by
BaFin on September 26, 2022 provides for the comprehensive consideration of ESG risks and their consequences
in risk management for all categories of risk and in all relevant risk management processes. The draft proposes
that as part of this, strategy development will have to be based on a thorough, forward-looking analysis of the
business model. Changed environmental conditions and the transition to sustainable operation will also be fac-
tored in over an appropriately long period, taking account of possible developments, when defining and adapting
the business strategy in future. The requirements of the revised MaRisk draft as they relate to climate and envi-
ronmental risks overlap in many respects with the expectations expressed in the ECB guide and the feedback
received following the ECB’s thematic review. The implementation of the EBA Guidelines on loan origination and
monitoring mentioned above represents another central aspect of this MaRisk amendment. Volkswagen Bank
GmbH Risk Management is of the opinion that at the moment, there are no additional requirements to be antic-
ipated in this area above and beyond those of the EBA guides already discussed.

Finally, the Corporate Sustainability Reporting Directive (CSRD) has entered into force and is now to be imple-
mented in national law. Like similar institutions, Volkswagen Bank GmbH, a large Volkswagen AG subsidiary ac-
tive in the capital markets, will as a result have to disclose extensive sustainability-related information for the
Volkswagen Bank GmbH Group and Volkswagen Bank GmbH as a single entity in future. This includes the re-
quired disclosure in accordance with Article 8 of the Taxonomy Regulation and the Delegated Regulation (EU)
2021/2178. The sustainability and transformation strategy and the transition plans with defined target dates for
reducing CO, emissions will also be covered by the disclosure requirements. It is intended that the details be set
down in a delegated regulation, and EFRAG submitted comprehensive drafts of what are being referred to as Eu-
ropean Sustainability Reporting Standards to the European Commission on November 22, 2022 in this regard.

Volkswagen Bank GmbH / 2022 Pillar 3 Disclosure Report



Pillar 3 Disclosure Report Risk Management Objectives and Policy 41

The intention now is for the European Commission, having consulted with the Member States, to adopt a corre-
sponding delegated regulation by June 2023 that will then have to go forward for approval by the Council and the
European Parliament under the “silent procedure”. Based on the current situation, Volkswagen Bank GmbH as-
sumes that the date of mandatory initial disclosure for the Bank and the associated Bank Group will be Decem-
ber 31, 2024.

NEW PRODUCT AND NEW MARKET PROCESS
Before launching new products or commencing activities in new markets, the new product and new market pro-
cess must be completed. All the units involved (such as Risk Management, Controlling, Accounting, Legal Affairs,
Compliance, Treasury, IT) are integrated in the process. The process for every new activity involves the prepara-
tion of a written concept, which includes an analysis of the risks associated with the new product or market and
a description of the possible implications for management posed by the risks. Responsibility for approval or re-
jection lies with the relevant members of the Management Board of Volkswagen Bank GmbH or those with dele-
gated authority from the Management Board, and, in the case of new markets, also with the members of the
Supervisory Board.

The Bank maintains a product manual containing details of all products and markets intended to form part
of the business activities.
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OVERVIEW OF RISK CATEGORIES
In the Volkswagen Bank GmbH Group, risk is defined as the danger of loss or damage that could occur if an
expected future development turns out to be less favorable than planned. This risk can be broken down into
different categories of risk. At the same time, the Volkswagen Bank GmbH Group also continuously analyzes and
assesses the opportunities that arise from the risks that have been consciously taken. Business decisions taken by
the Volkswagen Bank GmbH Group are therefore based on the risk-reward considerations described here.

Nonfinacial risks
I ———

Financial risks

Counterparty default risk Operational risk

Interest rate risks in the banking book (IRRBB) Compliance and conduct risk
Other market risks (currency risk and fund price risk) Outsourcing risk

Liquidity risk

Residual value risk

Business risk

IMPACTS OF THE RUSSIA-UKRAINE CONFLICT ON THE CATEGORIES OF RISK
The Russia-Ukraine conflict gave rise to an elevated level of uncertainty in the financial markets in fiscal year
2022 and had an impact on the risk situation of banks. The risk profile of the Volkswagen Bank GmbH Group,
however, did not show any sign of effects directly attributable to the Russia-Ukraine conflict in the reporting
period.

The Volkswagen Bank GmbH Group has no business operations in Ukraine or Russia. Volkswagen Bank GmbH
has done nothing more in Russia for many years than issue two bank guarantees for OOO Volkswagen Bank RUS,
Moscow, which are fully secured by cash deposits of Volkswagen Financial Services AG and Volkswagen AG.
Volkswagen Bank GmbH also has a one percent equity investment, accounted for at cost, in Russian international
subsidiary Volkswagen Bank RUS, Moscow. The carrying amount of this equity investment was written down to
€1 as of December 2022, further greatly reducing the low shareholder risk of Volkswagen Bank GmbH.

The Russia-Ukraine conflict and the associated high inflation (including increased energy prices and a higher
cost of living) had no negative effects on the quality of the credit risk portfolio or the direct residual value risk of
the Volkswagen Bank GmbH Group in fiscal year 2022. Whether that will remain the case is uncertain at the mo-
ment though and depends to a large extent on the Russia-Ukraine conflict and its effects on energy prices, the
cost of living, inflation and interest rates. The scenarios relating to the recognition of provisions for credit risk in
accordance with the IFRS 9 requirements were accordingly adjusted and applied for the forward-looking recog-
nition of provisions. This resulted in an increased provision for credit risk as of the end of 2022.

Ukraine is a supplier of cable harnesses for Volkswagen AG, so the Russia-Ukraine conflict exacerbated the
shortage of supplier parts in fiscal year 2022. The reduced availability of new vehicles impacted positively on the
direct residual value risk and led to a significant increase in remarketing performance (remarketing gains).

The course of the Russia-Ukraine conflict and its impact on credit risk, residual value risk and other categories
of risk will be monitored closely once again in 2023 and Volkswagen Bank GmbH Risk Management will respond
proactively if required.

IMPACT OF THE COVID-19 PANDEMIC ON RISK TYPES
The Covid-19 pandemic continued to present challenges for both employees and customers of the Volkswagen
Bank GmbH Group in 2022.

Fiscal year 2022 was significantly impacted by the persistent shortage of supplier parts, which was further
exacerbated in some instances by the Russia-Ukraine conflict (for further information about the Russia-Ukraine
conflict and its impact on the on the risk situation, refer to the section headed “Impacts of the Russia-Ukraine
Conflict on the Categories of Risk”). The impact of the supplier parts shortage was reflected in lower new vehicle
production and therefore fewer opportunities for the Volkswagen Bank GmbH Group to offer its financing solu-
tions. The volume of loans and receivables in lending business was increased again nevertheless in fiscal year
2022 (year-on-year increase of €3.1 billion as of December 2022). The principal driver is the increased utilization
of credit lines for dealer financing (year-on-year increase of €3.8 billion as of December 2022). The retail portfolio,
in contrast, has seen a persistent fall in the volume of loans and receivables (year-on-year decrease of €1.5 billion
as of December 2022).
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The quality of the lending portfolio remained at a stable level in 2022. The default rate rose slightly to 3.1% as of
December 2022 (previous year: 2.9%). The percentage provision for credit risks remained steady and was still at
2.1% as of December 2022 (previous year: 2.1%). Using various scenario calculations, the Volkswagen Bank GmbH
Group has factored the general economic conditions into the provision for credit risks recognized as of the end
of 2022 and should be prepared for potentially conceivable developments in 2023.

In the reporting year, the supply bottlenecks and thus the lower availability of new vehicles generated an
uptrend in the used vehicle market and a sustained gain for the Volkswagen Bank GmbH Group from the re-
marketing of vehicles. This trend had a positive impact on direct residual value risks.

We have not identified any implications of the Covid-19 pandemic in the other categories of risk. In 2023, we
will continue to monitor developments in the Covid-19 pandemic and their impact on credit risk and other risk
categories very closely, and will respond proactively as required.

RISK STATEMENTS BY THE MANAGEMENT BOARD IN ACCORDANCE WITH ARTICLE 435 OF THE CRR
The Management Board of Volkswagen Bank GmbH has approved the following risk statements:

Declaration on the adequacy of risk management arrangements {(in accordance with Article 435(1)(e) of the CRR)

“The risk management arrangements of the Volkswagen Bank GmbH Group comply with established standards
and are proportional to the risk inherent in the exposures. This includes the processes which have been estab-
lished for liquidity risk management.

The processes are appropriate for ensuring risk-bearing capacity and adequate liquidity resources on a sus-
tained basis. The risk objectives described are measurable, transparent and manageable on account of the proce-
dures used. They fit the strategy of the institution.

Consequently, we, as the Management Board of Volkswagen Bank GmbH, consider the risk management sys-
tems established by the Volkswagen Bank GmbH Group to be appropriate for the profile and strategy of the
Volkswagen Bank GmbH Group.”

Concise risk statement (in accordance with Article 435(1)(f) of the CRR)

The business strategy of Volkswagen Bank GmbH (Group), MOBILITY2030, serves as the starting point for the prep-
aration and consistent derivation of our 2023 risk strategy. This provides a binding framework for risk-taking that
reflects our risk-bearing capacity, risk tolerance and risk appetite, as well as the management of risks.
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Our risk profile as well as the risk tolerance defined by the Management Board and the defined risk appetite of
the Volkswagen Bank GmbH Group are modeled by the limit system or the distribution of risk capital across the
individual risk types. As the risk profile shows, credit risk accounts for the greatest proportion of total risk. This
reflects the business model of a captive.

TABLE 13: CHANGES IN RISK CATEGORIES

DEC. 31, 2022 DEC. 31, 2021
Risk categories € million Share in % € million Share in %
Credit risk 2.049 66 1.546 65
Shareholder, issuer and counterparty
risk 326 11 347 15
Residual value risk 43 1 32 1
Interest rate risk in the banking book
(IRRBB) 437 14 27 1
Other market risks (currency and
rund price risk) 24 1 13 0
Liquidity risk
(funding risk) 0 0 1 0
Operational risk 209 7 375 16
Business risk 0 0 40 2
Total 3.088 100 2.381 100

The confidence level is 99.9% as standard.

In addition, our risk profile is characterized by broad nationwide diversification, a large proportion of retail busi-
ness and the use of motor vehicles as collateral. These comprise a large range of vehicles from the different brands
of the Volkswagen Group as well as across all automotive segments. Furthermore, the Volkswagen Bank GmbH
Group makes use of the exemption granted in Article 94 of the CRR, as it does not conduct any trading book
activities.

The Volkswagen Bank GmbH Group has broadly diversified funding sources. At 20%, the target LCR (liquidity
cover ratio) is above the regulatory minimum. This minimum ratio has always been achieved. The longer-term
structural liquidity ratio NSFR is managed with an early warning threshold of 102%. This corresponds to the
liquidity risk profile and is in line with the risk strategy as well as the defined risk tolerance. Liquidity risk man-
agement is suitable for detecting possible risks at an early stage and is therefore considered to be appropriate.

The above-mentioned aspects and the incomplete allocation of the existing risk-taking potential among the
risk types reflect the moderate risk tolerance of the Volkswagen Bank GmbH Group.”

CORPORATE GOVERNANCE ARRANGEMENTS IN ACCORDANCE WITH ARTICLE 435(2)(A—E) OF THE CRR

Number of directorships held by members of the Management Board

The following tables show the number of directorships held by members of the Management Board and the Su-
pervisory Board of Volkswagen Bank GmbH.

TABLE 14: NUMBER OF DIRECTORSHIPS HELD BY MEMBERS OF THE MANAGEMENT BOARD

of which management of which supervisory

Number of management  functions in the Volkswagen Number of supervisory  functions in the Volkswagen

functions Group functions Group

as of Dec. 31,2022 as of Dec. 31,2022 as of Dec. 31,2022 as of Dec. 31, 2022

Dr. Michael Reinhart 1 1 2 2
Oliver Roes 1 1 1 1
Christian Lobke 1 1 0 0
Dr. Volker Stadler 2 2 0 0
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TABLE 15: NUMBER OF DIRECTORSHIPS HELD BY MEMBERS OF THE SUPERVISORY BOARD

of which management of which supervisory

Number of management  functions in the Volkswagen Number of supervisory  functions in the Volkswagen

functions Group functions Group

as of Dec. 31, 2022 as of Dec. 31, 2022 as of Dec. 31, 2022 as of Dec. 31, 2022

Dr. Ingrun-Ulla Bartélke 0 0 2 2
Bjorn Batge 0 0 6 6
Silvia Stelzner 0 0 1 1
Sarah Ameling-Zaffiro 0 0 1 1
Markus Bieber 0 0 1 1
Dr. Christian Dahlheim 1 1 14 13
Frank Fiedler 1 1 9 9
Prof. Dr. Susanne Homdlle 0 0 1 1
Markus Konradt 0 0 1 1
Katrin Rohmann 0 0 3 1
Conny Schonhardt 0 0 4 4
Mirco Thiel 0 0 1 1

Recruitment policy for the selection of members of the Management Board and Supervisory Board and their actual
knowledge, skills and expertise

The selection strategy is based on statutory requirements, particularly those governed by the KWG, the regula-
tory requirements and the rules of procedure of the Supervisory Board and its committees and the Company’s
articles of association.

The Supervisory Board follows these in appointing and dismissing members of the Management Board.
Members are generally reappointed in the year before their current appointment ends. The nomination commit-
tee supports the Supervisory Board in finding suitable candidates for filling a vacancy in the Management Board
and in preparing proposals for the election of members of the Supervisory Board. In this connection, it seeks to
ensure a balance and diversity in the knowledge, capabilities and experience of all the members of the gover