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Application has been made to the Commission de Surveillance du Secteur Financier of the Grand Duchy of
Luxembourg (the "Commission") in its capacity as competent authority under the Luxembourg act relating to
prospectuses for securities (/oi relative aux prospectus pour valeurs mobilieres) (the "Luxembourg Prospectus
Law"), which implements the Prospectus Directive into Luxembourg law, for the approval of this Prospectus. The
Commission assumes no responsibility as to the economic and financial soundness of the transaction or the
quality or solvency of the Issuers and the Guarantor pursuant to Article 7 (7) of the Luxembourg Law on
Prospectuses for securities.

Application has been made to the Luxembourg Stock Exchange for notes (the "Notes") issued under this
Programme to be admitted to trading on the regulated market of the Luxembourg Stock Exchange (as defined
below) and to be listed on the official list of the Luxembourg Stock Exchange. Notes issued under the Programme
may also be listed and traded on an alternative stock exchange or may not be listed at all.

Each Issuer has requested the Commission to provide the competent authorities in the Federal Republic of
Germany, the Netherlands, the United Kingdom of Great Britain and Northern Ireland, the Republic of Ireland, and
the Republic of Austria with a certificate of approval attesting that the Prospectus has been drawn up in
accordance with the Luxembourg Prospectus Law ("Notification"). Each Issuer may request the Commission to
provide competent authorities in additional Member States within the European Economic Area with a Notification.
It is intended that subsequent to the approval of the Prospectus a Notification will be requested for the competent
authorities in the Kingdom of Denmark.

This Prospectus and any supplement thereto will be published in electronic form on the website of the
Luxembourg Stock Exchange (www.bourse.lu) and the website of Volkswagen Financial Services
Aktiengesellschaft (www.vwfs.com). This Prospectus is valid for a period of twelve months from its date of
approval.
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Responsibility Statement

Volkswagen Financial Services Aktiengesellschaft ("VWFSAG" or the "Guarantor”, together with its consolidated
subsidiaries “VWFSAG Group”) with its registered office in Braunschweig, Volkswagen Leasing GmbH
("VWLGMBH") with its registered office in Braunschweig, Volkswagen Financial Services N.V. ("VWFSNV") with
its registered office in Amsterdam, Volkswagen Financial Services Japan Ltd. ("VWFSJ") with its registered office
in Tokyo and Volkswagen Financial Services Australia Pty Limited ("VWFSAL", together with its consolidated
subsidiaries “VWFSAL Group”) with its registered office in Chullora NSW 2190, Australia (each an "Issuer" and
together the "Issuers") accept responsibility for the information given in this Prospectus, provided that:

VWLGMBH is not responsible for the description of VWFSAG (p. 126 - p. 138), VWFSNV (p. 143 - p. 146) ,
VWFSJ (p. 147 - p. 148) and VWFSAL (p. 149 — p. 151) including the Risk Factors regarding VWFSAG (p. 56 - p.
74), VWFSNV (p. 89 - p. 96), VWFSJ (p. 97 - p. 107) and VWFSAL (p. 108 - p. 118), the related parts of the
summary and the description of the guarantee of the Notes (p. 291- p. 292),

VWFSNV is not responsible for the description of VWFSAG (p. 126 - p. 138), VWLGMBH (p. 139 - p. 142) ,
VWEFSJ (p. 147 - p. 148) and VWFSAL (p. 149 — p. 151) including the Risk Factors regarding VWFSAG (p. 56 - p.
74), VWLGMBH (p. 75 - p. 88), VWFSJ (p. 97 - p. 107) and VWFSAL (p. 108 - p. 118), the related parts of the
summary and the description of the guarantee of the Notes (p. 291- p. 292),

VWEFSJ is not responsible for the description of VWFSAG (p. 126 - p. 138), VWLGMBH (p. 139 - p. 142) ,
VWFSNV (p. 143 - p. 146) and and VWFSAL (p. 149 — p. 151) including the Risk Factors regarding VWFSAG (p.
56 - p. 74), VWLGMBH (p. 75 - p. 88), VWFSNV (p. 89 - p. 96) and VWFSAL (p. 108 - p. 118), the related parts of
the summary and the description of the guarantee of the Notes (p. 291- p. 292),

VWEFSAL is not responsible for the description of VWFSAG (p. 126 - p. 138), VWLGMBH (p. 139 - p. 142) ,
VWFSNV (p. 143 - p. 146) and VWFSJ (p. 147 - p. 148) including the Risk Factors regarding VWFSAG (p. 56 - p.
74), VWLGMBH (p. 75 - p. 88), VWFSNV (p. 89 - p. 96) and VWFSJ (p. 97 - p. 107), the related parts of the
summary and the description of the guarantee of the Notes (p. 291- p. 292).

Each Issuer hereby declares that, having taken all reasonable care to ensure that such is the case, the
information contained in this Prospectus for which it is responsible is, to the best of its knowledge, in accordance
with the facts and contains no omission likely to affect its import.

Notice

This Prospectus should be read and understood in conjunction with any supplement thereto and with any other
document incorporated herein by reference. Full information on each Issuer and any Tranche of Notes is only
available on the basis of the combination of the Prospectus and the relevant final terms (the "Final Terms").

Each Issuer and the Guarantor have confirmed to the Dealers (as defined herein) that this Prospectus contains all
information with regard to the Issuers and the Notes which is material in the context of the Programme and the
issue and offering of Notes thereunder; that the information contained in the Prospectus is accurate and complete
in all material respects and is not misleading; that any opinions and intentions expressed herein are honestly held
and based on reasonable assumptions; that there are no other facts with respect to the Issuer, the Guarantor or
the Notes, the omission of which would make the Prospectus as a whole or any statement, whether fact or
opinion, in this Prospectus misleading in any material respect; and that all reasonable enquiries have been made
to ascertain all facts and to verify the accuracy of all statements contained herein.

No person has been authorised to give any information which is not contained in or not consistent with this
Prospectus or any other information supplied in connection with the Programme and, if given or made, such
information must not be relied upon as having been authorised by or on behalf of the Issuers, the Guarantor, the
Dealers or any of them.

This Prospectus is valid for twelve months following its date of approval and this Prospectus and any supplement
hereto as well as any Final Terms reflect the status as of their respective dates of issue. Notwithstanding that the
Issuers may be required to provide a supplement pursuant to Article 13 of the Luxembourg Prospectus Law, the
delivery of this Prospectus or any Final Terms and the offering, sale or delivery of any Notes may not be taken as
an implication that the information contained in such documents is accurate and complete subsequent to their
respective dates of issue or that there has been no adverse change in the financial situation of the Issuers and
the Guarantor since such date or that any other information supplied in connection with the Programme is
accurate at any time subsequent to the date on which it is supplied or, if different, the date indicated in the
document containing the same.

Each Issuer and the Guarantor have undertaken with the Dealers to supplement this Prospectus or publish a new
Prospectus in the event of any significant new factor, material mistake or inaccuracy relating to the information



included in this Prospectus which is capable of affecting the assessment of the Notes and which arises or is noted
between the time when this Prospectus has been approved and the final closing of any Tranche of Notes offered
to the public or, as the case may be, when trading of any Tranche of Notes on a regulated market begins.

Neither the arranger as set forth on the cover page (the "Arranger") nor any Dealer nor any other person
mentioned in this Prospectus, excluding the lIssuers, is responsible for the information contained in this
Prospectus or any supplement hereto, or any Final Terms or any other document incorporated herein by
reference, and accordingly, and to the extent permitted by the laws of any relevant jurisdiction, none of these
persons accepts any responsibility for the accuracy and completeness of the information contained in any of
these documents.

The distribution of this Prospectus and any Final Terms and the offering, sale and delivery of Notes in certain
jurisdictions may be restricted by law. Persons into whose possession this Prospectus or any Final Terms come
are required to inform themselves about and observe any such restrictions. For a description of the restrictions
applicable in the United States of America, the European Economic Area, the United Kingdom, The Netherlands,
the Republic of Austria, Japan and Australia see "Subscription and Sale". In particular, the Notes have not been
and will not be registered under the United States Securities Act of 1933, as amended, and are subject to tax law
requirements of the United States of America; subject to certain exceptions, Notes may not be offered, sold or
delivered within the United States of America or to U.S. persons. This Prospectus may only be communicated or
caused to be communicated in circumstances in which Section 21(1) of the Financial Services and Markets Act
2000 ("FSMA") does not apply.

The language of the Prospectus is English. Where parts of the Prospectus are drafted in a bilingual format
reflecting both an English language version and a German language version the English language version shall
be the controlling language for reading and construing the contents of the Prospectus, provided that certain parts
of the Prospectus reflect documents which have been, or will be, executed as separate documents with the
German language version being controlling and binding. Consequently, in respect of the issue of any Tranche of
Notes under the Programme, the German language version of the Terms and Conditions may be controlling and
binding if so specified in the relevant Final Terms and in respect of the Guarantee, the German language version
is always controlling and binding.

This Prospectus may only be used for the purpose for which it has been published.

This Prospectus and any Final Terms may not be used for the purpose of an offer or solicitation by
anyone in any jurisdiction in which such offer or solicitation is not authorised or to any person to whom it
is unlawful to make such an offer or solicitation.

This Prospectus, any supplements thereto and any Final Terms do not constitute an offer or an invitation
to subscribe for or purchase any of the Notes.

In connection with the issue of any Tranche of Notes under the Programme, the Dealer or Dealers (if any)
named as stabilisation manager(s) in the applicable Final Terms (or persons acting on behalf of any
stabilisation manager(s)) may over-allot Notes or effect transactions, outside Australia and on a market
operated outside of Australia, with a view to supporting the market price of the Notes at a higher level
than that which might otherwise prevail. However, stabilisation may not necessarily occur. Any
stabilisation action may begin on or after the date on which adequate public disclosure of the terms of
the offer of the relevant Tranche of Notes is made and, if begun, may cease at any time, but it must end
no later than the earlier of 30 days after the issue date of the relevant Tranche of Notes and 60 days after
the date of the allotment of the relevant Tranche of Notes. Any stabilisation action or over-allotment must
be conducted by the relevant stabilisation manager(s) (or person(s) acting on behalf of any stabilisation
manager(s)) in accordance with all applicable laws and rules.

In this Prospectus, all references to "EUR" are to the euro, the single currency of the member states participating
in the European Monetary Union, to "GBP" are to British pounds sterling, the official currency of the United
Kingdom, to "USD" are to U.S. dollar, the official currency of the United States of America, to “AUD” are to
Australian dollar, the official currency of the Commonwealth of Australia and to "YEN" are to Japanese yen, the
official currency of Japan and to "TRY" are to Turkish Lira, the official currency of Turkey and the Turkish
Republic of Northern Cyprus.

Information relating to the diesel issue described herein with regards to Volkswagen Group is based on public
information and is subject to change. The Issuers and the Guarantor have not independently verified any such
information.



Summary

Summaries are made up of disclosure requirements known as ‘Elements’. These elements are numbered

in Sections A—E (A.1-E.7).

This summary contains all the Elements required to be included in a summary for this type of
securities and Issuer. Because some Elements are not required to be addressed, there may be gaps in
the numbering sequence of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of
securities and Issuer, it is possible that no relevant information can be given regarding the Element. In
this case a short description of the Element is included in the summary with the mention of “not
applicable”.

[The following Summary contains options and blank spaces, marked by square brackets or bold
script, relating to the Notes that may be issued under the Prospectus. The summaries for the
individual issues of Notes will be included in the Final Terms and will contain only those options that
are relevant for the respective issue of Notes. In addition, the placeholders (“e”) contained in the
following Summary that are relevant for the particular issue will be completed in the summary for the
individual issue.]'

Section A - Introduction and warnings

A1

Warning that:
this Summary should be read as an introduction to the Prospectus;

any decision to invest in the Notes should be based on consideration of the Prospectus as a whole by
the investor;

where a claim relating to the information contained in the Prospectus is brought before a court, the
plaintiff investor might, under the national legislation of the Member States, have to bear the costs of
translating the Prospectus, before the legal proceedings are initiated; and

civil liability attaches only to the Issuer who has tabled the Summary including any translation thereof,
but only if the Summary is misleading, inaccurate or inconsistent when read together with the other
parts of the Prospectus or it does not provide, when read together with the other parts of the
Prospectus, key information in order to aid investors when considering whether to invest in the Notes.

A2

Consent to the use of | [Not applicable. No consent has been given.][The Issuer consents to the
the prospectus use of the Prospectus by all credit institutions (general consent) and accepts
responsibility for the content of the Prospectus also with respect to
subsequent resale or final placement of the Notes by any credit institution
which was given consent to use the Prospectus, provided however, that the
Prospectus is still valid in accordance with Article 11 of the Luxembourg act
relating to prospectuses for securities (Loi relative aux prospectus pour
valeurs mobilieres) which implements Directive 2003/71/EC of the European
Parliament and of the Council of 4 November 2003 (as amended by
Directive 2010/73/EU of the European Parliament and of the Council of 24
November 2010).

Such general consent for the subsequent resale or final placement of the
Notes by the credit institution is given in relation to public offers in
[Luxembourg][,] [and] [Germany][,] [and] [The Netherlands][,] [and] [the
United Kingdom][,] [and] [Ireland][,] [and] [Denmark] [and] [Austria] (the
"Offer State[s]") only.

The subsequent resale or final placement of Notes by credit institutions can
be made during the period commencing from[, and including,] [specify
date] [to[, and including,] [specify date]] (the "Offer Period").

[Additionally, the Issuer may grant its consent to the use of the Prospectus

' To be deleted for the summary of an individual issue of Notes.




for any resale or final placement of the relevant Notes in the Offer State[s]
until the end of such Offer Period to any financial intermediary (individual
consent), the name and address of which shall be published on the website
of Volkswagen Financial Services Aktiengesellschaft (www.vwfs.com).]

In the event of a public offer being made by a credit institution, this credit
institution will provide information to investors on the terms and conditions of
the offer at the time the offer is made.

Any credit institution using the Prospectus based on the general
consent for public offerings has to state on its website that it uses the
Prospectus in accordance with the consent and the conditions
attached thereto.]

Section B — Issuer

[1.

Information relating to Volkswagen Leasing GmbH as Issuer

B.1

Legal and commercial

name

Volkswagen Leasing GmbH ("VWLGMBH")

B.2

Domicile,
legislation,
incorporation

legal form,
country of

Domicile
VWLGMBH'’s domicile is Braunschweig, Federal Republic of Germany.
Legal form

Limited liability company (Gesellschaft mit beschrédnkter Haftung) under
German law.

Legislation
German law
Country of incorporation

VWLGMBH is incorporated in the Federal Republic of Germany.

B.4b

Known trends affecting
the |Issuer and the
industries in which it
operates

The business development of VWLGMBH is closely linked to the
development of sales of VW Group (as defined below). The development of
the automotive sector remains dependent on the global economic
development, which continues to be shrouded in considerable uncertainty.
The financial markets still entail risks resulting above all from the strained
debt situation of many countries. The economic environment is expected to
remain uncertain and volatile in the upcoming months. Additional
requirements from increased regulations and legislations to prevent future
financial crises may materially affect VWLGMBH’s business.

Various repercussions could result for VWFSAG Group from the diesel
issue. In turn, the diesel issue may have a negative impact on the future
business and financial results of VWLGMBH, the effect of which remains
uncertain.

B.5

Organisational Structure

VWLGMBH is a wholly-owned subsidiary of Volkswagen Financial Services
Aktiengesellschaft, Braunschweig, Federal Republic of Germany
("VWFSAG"). The shares are held directly by VWFSAG. Parent company of
VWFSAG is Volkswagen Aktiengesellschaft, Wolfsburg, Federal Republic of
Germany ("VW AG or “Volkswagen AG”"). VW AG is the controlling
company of the Volkswagen Group (“VW Group” or “Volkswagen Group”).
which consists of numerous subsidiaries and affiliates in the Federal
Republic of Germany and abroad.

B.9

Profit forecasts or

Not applicable; VWLGMBH has not made any profit forecasts or estimates




estimates

in the Prospectus.

B.10

Qualifications in the
audit report

Not applicable; there are no qualifications in the audit report of VWLGMBH
on its historical financial information.

B.12

Selected historical key
financial information
regarding the Issuer,
statement regarding
trend information and
significant changes in
the financial or trading
position of the Issuer

The following table shows selected financial information of VWLGMBH
extracted from the published audited non-consolidated financial statements
as at and for the financial years ended 31 December 2015 and 2016:

Balance sheet data

31 December 2016 31 December 2015

EUR 000

Total Assets 27,766,571 24,549,808

Lease assets 23,753,366 21,141,405

Equity 222,359 231,009
Liabilities to

customers 12,704,760 10,695,853

Securitized liabilities 7,172,536 7,286,606

Income statement data
1 January — 31 December

2016 2015

EUR 000

Leasing income 14,680,504

14,001,494

Leasing expenses 8,181,816 7,946,158
Result from ordinary

activities -260,777 -36,674

Net retained profits 649 649

There has been no material adverse change in the prospects of VWLGMBH
since the date of its last published audited non-consolidated financial
statements as at 31 December 2016. However, the diesel issue may have a
negative impact on the future business and financial results of VWLGMBH,
the effect of which remains uncertain. VWLGMBH assumes a slight rise in
refinancing costs, intensified cooperation with the respective VW Group
brands, increased cost optimization under the efficiency program and a
continued high degree of uncertainty about macroeconomic conditions in the
real economy and the impact of these uncertainties on factors such as risk
costs.

Not applicable; there has been no significant change in the financial or
trading position of VWLGMBH since the date of its last published audited
non-consolidated financial statements as at 31 December 2016.

B.13

Recent developments

Not applicable; there have been no recent events particular to VWLGMBH
which are to a material extent relevant to the evaluation of VWLGMBH's
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solvency.

B.14 Dependence of the | see Element B.5.
| h . . .
es:tlijt?;s wit:?:?he :)otuer The business development of VWLGMBH is closely linked to the

group development of sales of VW Group.

A profit and loss transfer agreement with VWFSAG came into effect on 18
September 2002. According to this agreement VWLGMBH is obliged to
transfer its annual profit to VWFSAG after the end of each financial year.
VWFSAG is obliged to compensate any occurring annual deficit of
VWLGMBH insofar as such deficit cannot be compensated by a withdrawal
from the so-called other retained earnings of any sums which were allocated
thereto during the term of the agreement.

B.15 A description of the | VWLGMBH engages in the operating leasing business with private and
Issuer's principal | business customers as well as in the fleet management and services
activities business. VWLGMBH is focused squarely on the needs of the private

customer, corporate customer and fleet customer groups. Besides enabling
innovative rental models such as long-term or micro rentals (car sharing)
and other new mobility services, the company’s organisational foundation
ensures the consistent expansion of after sales services in the automotive
context.

B.16 Major shareholders VWLGMBH is a wholly-owned subsidiary of VWFSAG.

B.17 Ratings Not applicable. No Rating has been assigned to the Issuer.

B.18 Nature and scope of the | VWFSAG (the "Guarantor") has given its unconditional and irrevocable
guarantee Guarantee (the "Guarantee") for the due payment of the amounts

corresponding to the principal of and interest on the Notes issued by
VWLGMBH.

B.19 Information about the | For information on VWFSAG as guarantor please see “2. Information
Guarantor relating to Volkswagen Financial Services Aktiengesellschaft as Guarantor”

below.]

[1. Information relating to Volkswagen Financial Services N.V. as Issuer

B.1 Legal and commercial | Volkswagen Financial Services N.V. ("VWFSNV")
name

B.2 Domicile, legal form, | Domicile
!eglslauon: country - of VWFSNV’s domicile is Amsterdam, The Netherlands.
incorporation

Legal form
Stock corporation under the law of The Netherlands.
Legislation
Dutch law
Country of incorporation
VWFSNV is incorporated in The Netherlands.
B.4b Known trends affecting | The business development of VWFSNV is closely linked to the development

the Issuer and the
industries in  which it
operates

of sales of VW Group (as defined below). The development of the
automotive sector remains dependent on the global economic development,
which continues to be shrouded in considerable uncertainty. The financial
markets still entail risks resulting above all from the strained debt situation
of many countries. The economic environment is expected to remain




-11 -

uncertain and volatile in the upcoming months. Additional requirements from
increased regulations and legislations to prevent future financial crises may
materially affect VWFSNV’s business.

Various repercussions could result for VWFSAG Group from the diesel
issue.

In turn, the diesel issue may have a negative impact on the future business
and financial results of VWFSNYV, the effect of which remains uncertain.

B.5 Organisational structure | VWFSNV is a wholly-owned subsidiary of Volkswagen Financial Services
Aktiengesellschaft, Braunschweig, Federal Republic of Germany
("VWFSAG"). Parent company of VWFSAG is Volkswagen
Aktiengesellschaft, Wolfsburg, Federal Republic of Germany ("VW AG").
VW AG is the controlling company of the Volkswagen Group (“VW Group”)
which consists of numerous subsidiaries and affiliates in the Federal
Republic of Germany and abroad.
B.9 Profit  forecasts or | Not applicable; VWFSNV has not made any profit forecasts or estimates in
estimates the Prospectus.
B.10 Qualifications in  the | Not applicable; there are no qualifications in the audit report of VWFSNV on
audit report its historical financial information.
B.12 Selected historical key | The following table shows selected financial information of VWFSNV

financial information
regarding the Issuer,
statement regarding
trend information and
significant changes in
the financial or trading
position of the Issuer

extracted from the published audited non-consolidated financial statements
as at and for the financial years ended 31 December 2015 and 2016:

Balance sheet data

31 December 2016 31 December 2015

EUR 000

Balance sheet total 7,398,354 9,181,976
Fixed assets 3,417,396 5,508,245
Current assets 3,978,865 3,672,236
Cash at the banks and in 1,495
hand 2,093

Total liabilities 6,281,274 7,973,441
Equity 1,117,080 1,208,535

Income statement data

1 January - 31 December

2016 2015
EUR 000
Net interest and similar
income 14,405 19,960
Result before taxation 14,324 17,623
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Result after taxation 9,545 13,199

There has been no material adverse change in the prospects of VWFSNV
since the date of its last published audited non-consolidated financial
statements as at 31 December 2016. However, the diesel issue may have a
negative impact on the future business and financial results of VWFSNV, the
effect of which remains uncertain.

Not applicable; there has been no significant change in the financial or
trading position of VWFSNV since the date of its last published audited non-
consolidated financial statements as at 31 December 2016.

B.13 Recent developments Not applicable; there have been no recent events particular to VWFSNV
which are to a material extent relevant to the evaluation of VWFSNV’s
solvency.

B.14 Dependence of the | see ElementB.5.

Lsrft‘ijgs wit:?r??he :;t:er The business development of VWFSNV is closely linked to VWFSAG
group and its refinancing strategy, the development of sales of VW Group in
general and the refinancing requirements of affiliated companies in

particular.

B.15 A description of the | The tasks of VWFSNV are to finance affiliated companies and enterprises,
Issuer's principal | by means of borrow, raise and secure money in all manners expedient to it,
activities especially by means of issuance of bonds, convertible bonds, stock and

securities of indefinite currency or term, and to participate in such
companies.

B.16 Major shareholders VWFSNV is a wholly-owned subsidiary of VWFSAG.

B. 17 Ratings Not applicable. No Rating has been assigned to the Issuer.

B.18 Nature and scope of the | VWFSAG (the "Guarantor") has given its unconditional and irrevocable
guarantee Guarantee (the "Guarantee") for the due payment of the amounts

corresponding to the principal of and interest on the Notes issued by
VWFSNV.

B.19 Information about the | For information on VWFSAG as guarantor please see “2. Information
Guarantor relating to Volkswagen Financial Services Aktiengesellschaft as Guarantor”

below.]

[1. Information relating to Volkswagen Financial Services Australia Pty Limited as Issuer

B.1 Legal and commercial | Volkswagen Financial Services Australia Pty Limited ("VWFSAL")
name

B.2 Domicile, legal form, | Domicile
legislation, _country of | \,\yega| s domicile is Chullora, NSW 2190, Australia,
incorporation

Legal form

Pty Limited (proprietary company) under Australian law.
Legislation

Australian law

Country of incorporation

VWFSAL is incorporated in Australia.
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B.4b

Known trends affecting
the Issuer and the
industries in  which it
operates

The business development of VWFSAL is closely linked to the development
of sales of VW Group (as defined below). The development of the
automotive sector remains dependent on the global economic development,
which continues to be shrouded in considerable uncertainty. The financial
markets still entail risks resulting above all from the strained debt situation of
many countries. The economic environment is expected to remain uncertain
and volatile in the upcoming months. Additional requirements from increased
regulations and legislations to prevent future financial crises may materially
affect VWFSAL'’s business.

Various repercussions could result for VWFSAG Group from the diesel
issue. In turn, the diesel issue may have a negative impact on the future
business and financial results of VWFSAL, the effect of which remains
uncertain.

B.5

Organisational structure

VWFSAL is a wholly-owned subsidiary of Volkswagen Financial Services
Aktiengesellschaft, Braunschweig, Federal Republic of Germany
("VWFSAG"). Parent company of VWFSAG is Volkswagen
Aktiengesellschaft, Wolfsburg, Federal Republic of Germany ("VW AG" or
“Volkswagen AG”). VW AG is the controlling company of the Volkswagen
Group (“VW Group” or “Volkswagen Group”) which consists of numerous
subsidiaries and affiliates in the Federal Republic of Germany and abroad.

B.9

Profit forecasts or
estimates

Not applicable; VWFSAL has not made any profit forecasts or estimates in
the Prospectus.

B.10

Qualifications in the
audit report

Not applicable; there are no qualifications in the audit report of VWFSAL on
its historical financial information.

B.12

Selected historical key
financial information
regarding the Issuer,
statement regarding
trend information and
significant changes in
the financial or trading
position of the Issuer

The following table shows selected financial information of VWFSAL Group
extracted from the published audited consolidated financial statements as at
and for the financial year ended 31 December 2015 and 2016:

Balance sheet data

31 December 2016 31 December 2015

AUD 000
Total assets 4,641,119 3,998,016
Total liabilities 4,396,785 3,762,464
Net assets 244,334 235,552
Total equity 244,334 235,552

Income statement data
1 January - 31 December

2016 2015

AUD 000

Net interest revenue 58,033 65,370
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Total income from 67,670 73,815
operations

Profit before income tax 11,811 14,637
Profit for the year 8,144 10,137

attributable to owners

There has been no material adverse change in the prospects of VWFSAL
since the date of its last published audited consolidated financial statements
as at 31 December 2016. However, the diesel issue may have a negative
impact on the future business and financial results of VWFSAL, the effect of
which remains uncertain. VWFSAL assumes a slight rise in refinancing
costs, intensified cooperation with the respective VW Group brands,
increased cost optimization under the efficiency program and a continued
high degree of uncertainty about macroeconomic conditions in the real
economy and the impact of these uncertainties on factors such as risk costs.

Not applicable; there has been no significant change in the financial or
trading position of VWFSAL Group since the date of its last published
audited consolidated financial statements since 31 December 2016.

B.13 Recent developments Not applicable; there have been no recent events particular to VWFSAL
which are to a material extent relevant to the evaluation of VWFSAL’s
solvency.

B.14 Dependence of the | see ElementB.5.

ISSl.J.er .upon other The business development of VWFSAL is closely linked to the development
entities within the group
of sales of VW Group.

B.15 A description of the | The principal activities of VWFSAL are the provision of motor vehicle
Issuer's principal | finance, leasing and insurance solutions to private and corporate clients.
activities Furthermore VWFSAL offers bailment stocking and capital loans to its

dealers. As is common in the automotive related financial services industry,
VWFSAL'’s product portfolio is not limited to VW Group brands.

B.16 Major shareholders VWEFSAL is a wholly-owned subsidiary of VWFSAG.

B. 17 Ratings Not applicable. No Rating has been assigned to the Issuer.

B.18 Nature and scope of the | VWFSAG (the "Guarantor") has given its unconditional and irrevocable
guarantee Guarantee (the "Guarantee") for the due payment of the amounts

corresponding to the principal of and interest on the Notes issued by
VWFSAL.

B.19 Information about the | For information on VWFSAG as guarantor please see “2. Information
Guarantor relating to Volkswagen Financial Services Aktiengesellschaft as Guarantor”

below.]

[1.][2.] Information relating to Volkswagen Financial Services Aktiengesellschaft as [Issuer]

[Guarantor]

[B.19] Legal and commercial | Volkswagen Financial Services AG ("VWFSAG")

B.1 name

[B.19] Domicile, legal form, | Domicile

B.2 !eglslatlon., country - of VWFSAG'’s domicile is Braunschweig, Federal Republic of Germany.
incorporation
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Legal form

Stock corporation (Aktiengesellschaft) under German law.
Legislation

German law

Country of incorporation

VWFSAG is incorporated in the Federal Republic of Germany.

[B.19]
B.4b

Known trends affecting
the [Issuer][Guarantor]
and the industries in
which it operates

The business development of VWFSAG Group is closely linked to the
development of sales of VW Group (as defined below). The development of
the automotive sector remains dependent on the global economic
development, which continues to be shrouded in considerable uncertainty.
The financial markets still entail risks resulting above all from the strained
debt situation of many countries. The economic environment is expected to
remain uncertain and volatile in the upcoming months. Additional
requirements from increased regulations and legislations to prevent future
financial crises may materially affect VWFSAG Group’s business.

On 18 September 2015 and on 2 November 2015, the U.S. Environmental
Protection Agency ("EPA") publicly announced in "Notices of Violation" of
the U.S. Clean Air Act that irregularities had been discovered in emissions
tests on certain Volkswagen Group vehicles with diesel engines. Also on 2
November 2015, and additionally on 25 November 2015, the California Air
Resources Board ("CARB") published allegations that legal requirements for
nitrogen oxide ("NOx") emissions were circumvented through the use of
engine management software under test conditions. Following the
publication of the EPA’s "Notices of Violation" of the U.S. Clean Air Act,
Volkswagen AG and other Volkswagen Group companies have been the
subject of intense scrutiny, ongoing investigations (civil and criminal) and
civil litigation. The ongoing and future investigations and litigation may result
in actions being taken against certain members of the Volkswagen Group or
some of its employees. Any of these actions could also have negative
effects on VWFSAG's business. The Volkswagen Group is working
intensively to eliminate the emissions deviations through technical measures
and is cooperating with the relevant agencies.

Various repercussions could result for VWFSAG Group from the diesel
issue. In turn, the diesel issue may have a negative impact on the future
business and financial results of VWFSAG Group, the effect of which
remains uncertain.

[B.19]
B.5

Organisational structure

VWEFSAG is a wholly-owned subsidiary of Volkswagen Aktiengesellschaft,
Wolfsburg, Federal Republic of Germany ("VW AG" or “Volkswagen AG”).
VW AG is the controlling company of Volkswagen Group (“VW Group” or
Volkswagen Group” which consists of numerous subsidiaries and affiliates
in the Federal Republic of Germany and abroad. VW Group consists of two
divisions: the Automotive Division and the Financial Services Division. The
Automotive Division, in turn, comprises two business areas: "Passenger
Cars and Light Commercial Vehicles" and "Trucks and Buses, Power
Engineering". The Financial Services Division, which corresponds to the
Financial Services segment, combines dealer and customer financing,
leasing, banking and insurance activities, fleet management and mobility
offerings.

Subsidiaries of VWFSAG are amongst others VWLGMBH, VWFSNV,
VWFSJ and VWFSAL.

In 2016, Volkswagen Financial Services AG initiated a reorganisation of its
structures under company law. The aim of the restructuring is to segregate
the European lending and deposits business from the other financial
services activities going forward and to pool this business under
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Volkswagen Bank GmbH, structured in the future as a direct subsidiary of
Volkswagen AG.

[B.19] Profit  forecasts or | Not applicable; VWFSAG Group has not made any profit forecasts or
B.9 estimates estimates in the Prospectus.
[B.19] Qualifications in  the | Not applicable; there are no qualifications in the audit report of VWFSAG
B.10 audit report Group on its historical financial information.
[B.19] Selected historical key | The following table shows selected financial information of VWFSAG Group
B.12 financial information | extracted from the published audited consolidated financial statements as at
’ regarding the | and for the financial years ended 31 December 2015 and 2016 prepared in
[Issuer][Guarantor], accordance with the International Financial Reporting Standards (IFRS), as
statement regarding | adopted by the EU:
trend information and

significant changes in
the financial or trading
position of the
[Issuer][Guarantor]

Balance sheet data

31 December 2016 31 December 2015

in EUR million

Total Assets 130,148 121,251
Receivables from
customers attributable
to

Retail financing 53,973 50,665

Dealer financing 14,638 13,967

Leasing business 21,997 19,704
Leased Assets 14,696 12,982
Customer deposits 36,149 28,109
Equity 16,951 14,811

Income statement data
1 January — 31 December
2016 2015
in EUR million

Pre-tax result 1,650 1,513
Taxes on income 509 304

and earnings
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Net income 1,141 1,209
There has been no material adverse change in the prospects of VWFSAG
Group since the date of its last published audited consolidated financial
statements as at 31 December 2016. However, the diesel issue may have a
negative impact on the future business and financial results of VWFSAG
Group, the effect of which remains uncertain. Earnings expectations take
account of the diesel issue and assume a slight rise in refinancing costs,
intensified cooperation with the respective VW Group brands, increased cost
optimization under the efficiency program and a continued high degree of
uncertainty about macroeconomic conditions in the real economy and the
impact of these uncertainties on factors such as risk costs.

Subject to the information in "Element B.13 — Recent developments"
referred to below, there has been no significant change in the financial or
trading position of VWFSAG Group since the date of its last published
audited consolidated financial statements as at 31 December 2016.

[B.19]
B.13

Recent developments

An equity increase of EUR 1.000 million took place in January 2017.

In 2016, VWFSAG initiated a reorganisation of its structures under
company law. The aim of the restructuring is to segregate the European
lending and deposits business from the other financial services activities
going forward and to pool this business under Volkswagen Bank GmbH
("VW Bank" or "Volkswagen Bank"), structured in the future as a direct
subsidiary of VWAG. Further detailed plans will be drawn up for this
restructuring and preparations will be carried out for its implementation in
terms of any necessary changes to organizational structures. The intention
of the restructuring is to increase transparency and clarity for supervisory
authorities, optimize the use of equity and reduce complexity. It is intended
that the restructuring is completed in 2017.

On 23 December 2016 VWFSAG acquired PayByPhone, a provider of
cashless payment systems for parking based in Vancouver, Canada. The
acquisition is supposed to strengthen the business fields “Parking” and
“Payment” at VWFSAG Group.

On 20 December 2016 VWFSAG entered into an agreement to acquire
around 51 % of the shares in LogPay Transport Services GmbH, Eschborn,
Germany, a subsidiary of the DVB Bank Group. This majority equity
investment will enable Volkswagen Financial Services AG to integrate the
Europe-wide processing of truck and passenger car tolls into its service
offering for commercial customers and to further develop its fuel card
portfolio. The aim is to become one of the largest fuel suppliers in Europe by
2020. The acquisition has been approved by the antitrust authorities and
closing took place 21 June 2017).

[B.19]
B.14

Dependence of the
[Issuer][Guarantor]
upon other entities
within the group

see Element B.5.

The business development of VWFSAG Group is closely linked to the
development of sales of VW Group.

A control and profit and loss transfer agreement between VW AG and
VWFSAG came into effect on 25 September 1996 and has since then been
amended and restated. According to this agreement VW AG is entitled to
instruct VWFSAG’s management board. VWFSAG is obliged to transfer its
annual profit to VW AG after the end of each financial year. VW AG is
obliged to compensate any occurring annual deficit of VWFSAG insofar as
such deficit cannot be compensated by a withdrawal from the so-called other
retained earnings of any sums which were allocated thereto during the term
of the agreement.

[B.19]

A description of the
[Issuer][Guarantor]'s

The object of the enterprise is the development, the sale and the processing
of own and third party financial services at home and abroad, which are
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B.15 principal activities suitable for serving the promotion of the business of Volkswagen AG and the
companies affiliated therewith, as defined in the Articles of Association of

VWFSAG.

The primary purpose of VWFSAG Group is the promotion of VW Group’s

sales and customer relation combined with the requirement of achieving a

reasonable return on the capital employed.

Global activities of VWFSAG Group are allocated to five regions: Region

Germany, Region Europe, Region International, Region China/India/ASEAN

and Region Latin America.

The tasks of VWFSAG are primarily of a strategic nature, but also have a

service function for the affiliated companies. Core business spheres are

dealer and customers financing, leasing, insurance, fleet management and
mobility services. Further activities include direct banking in connection with
deposit-taking.

[B.19] Major shareholders VWFSAG is a wholly-owned subsidiary of VWAG.

B.16

[B.19] Ratings VWEFSAG is rated by Standard & Poor's ("S&P") and Moody's Investors

B 17 Service ("Moody's").

As of the date of this Prospectus the ratings were as follows:

S&P: short-term senior unsecured: A-2
long-term senior unsecured: BBB+
long-term senior subordinated: BBB

Moody's: short-term senior unsecured: Prime-1
long-term senior unsecured: A2

Section C — Securities
C.1 Type and class of the | Type of securities

securities being offered;
security identification
number

[in the case of Fixed Rate Notes insert:

The Notes bear a fixed interest income throughout the entire term of the
Notes. [The Notes are issued with a [step-up][step-down] coupon where
the interest rate will [increase][decrease] during the term of the
Notes.][The Notes are zero coupon Notes and will not bear any periodic
payment of interest.]]

[in the case of Floating Rate Notes insert:

The Notes will bear a variable interest income at a rate determined on
the basis of a reference rate. The reference rate s
[EURIBOR][LIBOR][insert other reference rate].

[In addition, the applicable margin [is added to] [will be deducted from]
the reference rate.]

[The rate of floating interest is subject to [a minimum] [and] [a maximum]
rate of interest.]]

[in the case of Fixed to Floating Rate Notes insert:

The Notes bear a fixed interest income at the beginning of the term of the
Notes changing to a floating interest income until maturity of the Notes. The
reference rate for the floating rate interest periods s
[EURIBOR][LIBOR][insert other reference rate].

[In addition, [the applicable margin [is added to] [will be deducted from] the
reference rate for the floating rate interest periods.]
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[The rate of floating interest is subject to [a minimum] [and] [a maximum]
rate of interest.]]

Class
The Notes are unsecured.
Security identification number

The [temporary] ISIN is [e¢] [and the [temporary] Common Code is [e]]
[and the [temporary] WKN is [e]].

Cc.2 Currency of the | The Notes are issued in [e].
securities issue
C5 Restrictions on free | Each issue of Notes will be made in accordance with the laws,
transferability regulations and legal decrees and any restrictions applicable in the
relevant jurisdiction.
(OX:] Rights attached to the | Rights attached to the Notes

securities
ranking and
limitations  to
rights

including
including
those

Each holder of the Notes has the right vis-a-vis the Issuer to claim payment
of nominal and, if applicable, interest when such payments are due in
accordance with the Terms and Conditions of the Notes.

Governing law

The Notes, as to form and content, and all rights and obligations of the
Holders and the Issuer, shall in all respects be determined in accordance
with German law.

Events of Default

The Notes will provide for events of default entiting Holders to demand
immediate redemption of the Notes.

Ranking

The Notes constitute unsecured and senior obligations of the Issuer and
rank pari passu without any preference among themselves and pari passu
with all other unsecured and senior obligations of the lIssuer, unless
statutory provisions provide otherwise.

Early redemption of the Notes

The Notes can be redeemed prior to their stated maturity [at the option of
the] [Issuer] [,] [the Holders of the Notes] [and] for taxation reasons.

Early redemption for taxation reasons

Early Redemption of the Notes for reasons of taxation will be permitted, if as a
result of any amendment to, or change in, the laws or regulations of [in the
case of Notes issued by Volkswagen Financial Services N.V. insert: The
Netherlands or] [in the case of Notes issued by Volkswagen Financial
Services Japan Ltd. insert: Japan or] [in the case of Notes issued by
Volkswagen Financial Services Australia Pty Limited insert: the
Commonwealth of Australia or] the Federal Republic of Germany or any
political subdivision or taxing authority thereto or therein affecting taxation or
the obligation to pay duties of any kind, or any amendment to or change in an
official interpretation or application of such laws or regulations, which
amendment or change is effective on or after the Issue Date (as defined
below under Element E.3), the Issuer [in the case of Notes issued by
Volkswagen Leasing GmbH, Volkswagen Financial Services N.V.,
Volkswagen Financial Services Japan Ltd. or Volkswagen Financial
Services Australia Pty Limited insert: or the Guarantor] is required to pay
Additional Amounts.

[Early Redemption at the option of the [Issuer] [and] [or] [the Holders]
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at specified redemption amount(s)

The Notes can be redeemed at the option of the [Issuer] [and] [or] [the
Holders] upon giving notice within the specified notice period to [the Holders]
[or] [the Issuer][, as the case may be,] on a date or dates specified prior to
such stated maturity and at the specified [call] [or] [put] redemption amount(s)
[, as the case may be], together with accrued interest, if any.]

Negative Pledge

The Terms and Conditions contain a negative pledge provision of the
Issuer.

Presentation Periods and Prescription

The period during which the Notes must be duly presented is reduced to 10
years. The period of limitation for claims under the Notes presented during
the period for presentation shall be two years calculated from the expiry of
the presentation period.

[Resolutions of the Holders

In accordance with the German Act on Issues of Debt Securities dated 31
July 2009 ("German Act on Issues of Debt Securities") the Notes contain
provisions pursuant to which holders may agree by resolution to amend the
Terms and Conditions (with the consent of the Issuer) and to decide upon
certain other matters regarding the Notes. Resolutions of the Holders properly
adopted, by vote taken without a meeting in accordance with the Terms and
Conditions, are binding upon all Holders. Resolutions providing for material
amendments to the Terms and Conditions require a majority of not less than
75 per cent. of the votes cast.]

[Common Representative

[In accordance with the German Act on Issues of Debt Securities the Notes
provide that the Holders may by majority resolution appoint a representative
for all Holders (the "Common Representative"). The responsibilities and
functions assigned to the Common Representative appointed by a
resolution are determined by the German Act on Issues of Debt Securities
and by majority resolutions of the Holders.]

[A representative for all holders (the "Common Representative") has been
designated in the Terms and Conditions. The duties, rights and functions of
the Common Representative are determined by the relevant provisions of
the Terms and Conditions.]]

C.9

Interest; Redemption;
Yield; Maturity Date
[Name of representative
of the Holders]

see Element C.8.
Redemption Amount’

[®] per specified denomination.
Interest Rate

[In the case of Fixed Rate Notes other than zero coupon Notes with
a constant interest rate insert: [e] per cent. per annum .]

[In the case of Fixed Rate Notes other than Zero Coupon Notes with
different specified fixed interest rates for specified interest periods
(step-up/step-down) insert: [e] per cent. per annum for the period from [e]
to [e] [and][,] [[®] per cent. per annum for the period from [e] to [e].]

[In the case of zero coupon Notes insert: No periodic payments of
interest.]

[In the case of Floating Rate Notes insert: [[e]-months][EURIBOR]
[LIBOR][insert other reference rate] [[plus][minus] the margin of [e] per

2

The Redemption Amount shall at least be equal to the nominal value.
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cent.]. [The maximum interest rate is [e] per cent. per annum.] [The
minimum interest rate is [e] per cent. per annum.]]

[In the case of Fixed to Floating Rate Notes insert: For the period from
[] to [e] the rate of fixed interest is [e] per cent. per annum. Thereafter, for
the period from [e] to maturity of the Notes the rate of floating interest is the
[[e]-months][EURIBOR] [LIBOR] [insert other reference rate]
[[plus][minus] the margin of [e] per cent.][, whereby [the maximum interest
rate is [e] per cent. per annum] [and] [the minimum interest rate is [e] per
cent. per annum]].]

Interest Commencement Date

[In the case of Notes other than Zero Coupon Notes insert: [The Issue
Date (as defined below under Element E.3.)][specify other date]] [In the
case of Zero Coupon Notes insert: Not applicable.]

Interest Payment Dates
[e][In the case of Zero Coupon Notes insert: Not applicable.]
Underlying on which the interest rate is based

[In the case of Fixed Rate Notes insert: Not applicable. The interest rate
is not based on an underlying.] [In the case of Floating Rate Notes insert:
[[e]-months] [EURIBOR] [LIBOR][insert other reference rate]]. [In the
case of Fixed to Floating Rate Notes insert: During the floating rate
interest period, the interest rate is based on the [[e]-months] [EURIBOR]
[LIBOR] [insert other reference rate]].

[Maturity Date: [e]][Interest Payment Date falling in [e]]
Repayment procedures

Payment of principal in respect of Notes shall be made to the Clearing
System or to its order for credit to the accounts of the relevant account
holders of the Clearing System.

Indication of yield

[[#]%][In the case of Floating Rate Notes insert: Not applicable. No yield
is calculated.]

[Name of Common Representative: [e]]

C.10 Derivative component in | see Element C.9.
interest payment Not applicable. The interest payment has no derivative component.
C.11 Admission to trading [Not applicable, as no application for admission to trading is made.] [The
regulated market of the Luxembourg Stock Exchange (Bourse de
Luxembourg).] [insert other regulated market]
Section D — Risks
D.2 Key information on the | [1. Risk Factors relating to VWLGMBH as Issuer

key risks that are
specific to the Issuer
[and the Guarantor]

Volkswagen Group is facing investigations and potential impacts out of
discrepancies related to the diesel issue that have had and may continue to
have a material adverse effect on the business, financial condition and
operations of VWLGMBH.

Disruptions and declines in the global economy, geopolitical tensions and
country specific challenges might have negative effects on the business of
VWLGMBH.

VWLGMBH, as a captive finance company, is by nature dependent on sales
by Volkswagen Group, meaning any risk that is negatively influencing the
vehicle delivery of Volkswagen Group may have adverse effects on the
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business of VWLGMBH.

VWLGMBH is exposed to strategic risks that could arise from unfavorable
decisions on business development, products, pricing, investments in
infrastructure or personnel.

Deviations between expected and realized profit and loss positions may lead
to earnings risks for VWLGMBH.

Wrong product decisions linked to regulatory or competitive criteria could
lead to lower product profitability due to missed customer needs,
reputational damage or fines and finally may have negative effects on the
overall business of VWLGMBH.

VWLGMBH may not be able to keep pace with the process of digitalisation,
which may have an adverse effect on the business, financial condition and
results of operations of VWLGMBH.

VWLGMBH is exposed to the risk that its customers or other contractual
counterparties may default or that the credit quality of its customers or other
contractual counterparties may deteriorate.

A decrease in the residual values or the sales proceeds of returned vehicles
could have a material adverse effect on the business, financial condition and
results of operations of VWLGMBH.

VWLGMBH is exposed to concentrations of risk, such as counterparties,
collaterals or incomes that are typical for a captive finance company.

VWLGMBH is exposed to operational risks, such as process risks, personnel
risks, technology risks and external risks that could have negative effects on
its business.

Dependency on service providers and on contracted services that may be
rendered incompletely or not at all could have negative effects on the
business operations of VWLGMBH.

VWLGMBH is exposed to litigation risks that may result from legal disputes,
governmental investigations or other official proceedings with various
stakeholders.

VWLGMBH may not be able to use its trademarks/ intellectual property
rights or to adequately protect its intellectual property and could be liable for
infringement of third-party intellectual property.

Increased regulations and measures could affect business profitability and
results of operations of VWLGMBH.

As part of VWFSAG Group, VWLGMBH is exposed to the risk of higher
regulatory costs and reduced levels of activities resulting from the
supervision of banks.

VWLGMBH has to comply with comprehensive and constantly changing
government regulations which bears the risk that laws are not being adhered
to properly or efficiently.

The compliance and risk management systems of VWLGMBH may prove to
be inadequate to prevent and discover breaches of laws and regulations or
might not be able to identify, measure and take appropriate
countermeasures against all relevant risks.

VWLGMBH is exposed to interest rate risk and foreign currency risk.

The business of VWLGMBH requires substantial funding and liquidity, and
disruption in VWLGMBH’s funding sources or access to the capital markets
could have a material adverse effect on its business, liquidity, cash flows,
financial condition and results of operations.

The credit rating of Notes issued by VWLGMBH is subject to changes of
Volkswagen AG’s and VWFSAG’s credit rating. Negative changes to
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Volkswagen AG’s or VWFSAG’s credit rating could adversely affect the
credit ratings of securities issued by VWLGMBH and in turn VWLGMBH's
funding costs, financial condition and results of operation.

VWLGMBH is exposed to the risk of unexpected negative stress test results
of VWFSAG Group.

VWLGMBH is exposed to the risk of insufficient insurance coverage that
may arise due to higher than expected damages or intentionally uninsured
risks.

Tax laws and their interpretation may adversely affect VWLGMBH'’s financial
condition and results of operations.

VWLGMBH could be adversely affected by an event or several successive
events that might cause reputational damage.

VWLGMBH could face risks resulting from its supply of collateral for poten-
tial intergroup refinancing provided by Volkswagen Bank.

In the course of the currently implemented reorganisation project, a
separation of the credit and deposit taking business from the Non-credit
business within the European Economic Area should be carried out. Arising
from this separation, VWLGMBH could be affected by various risks such as
operational risks, legal risks or regulatory risks.]

[1. Risk Factors relating to VWFSNV as Issuer

Volkswagen Group is facing investigations and potential impacts out of
discrepancies related to the diesel issue that have had and may continue to
have a material adverse effect on the business, financial condition and
operations of VWFSNV.

Disruptions and declines in the global economy, geopolitical tensions and
country specific challenges might have negative effects on the business of
VWFSNV.

The prospective withdrawal of the UK from the EU could adversely affect the
economic conditions in UK, Europe and globally and in particular the British
and European markets and thus, may have a negative impact on the
business, financial condition and results of operations of VWFSAG Group.

VWFSNV is exposed to strategic risk that could arise from unfavorable
decisions on business development, products, pricing, investments in
infrastructure or personnel.

Deviations between expected and realized profit and loss positions may lead
to earnings risk for VWFSNV.

VWFSNV is exposed to the risk that its borrowers may default or that the
credit quality of its borrowers or other contractual counterparties may
deteriorate.

VWEFSNV is exposed to operational risks, such as process risks, personnel
risks, technology risks and external risks that could have negative effects on
its business.

Dependency on service providers and on contracted services that may be
rendered incompletely or not at all could have negative effects on the
business operations of VWFSNV.

VWFSNV is exposed to litigation risk that may result from legal disputes,
governmental investigations or other official proceedings with various
stakeholders.

Increased regulations and measures could affect business profitability and
result of operations of VWFSNV.

As part of VWFSAG Group, VWFSNV is exposed to the risk of higher




-24 -

regulatory costs and reduced levels of activities resulting from the
supervision of banks.

VWFSNV has to comply with comprehensive and constantly changing
government regulations which bears the risk that laws are not being adhered
to properly or efficiently.

The compliance and risk management systems of VWFSNV may prove to
be inadequate to prevent and discover breaches of laws and regulations or
might not be able to identify, measure and take appropriate
countermeasures against all relevant risks.

VWFSNV is exposed to various market risks, which consist of interest rate
risk and foreign currency risk.

The business of VWFSNV requires substantial funding and liquidity and
disruption in VWFSNV’s funding sources or access to the capital markets
could have a material adverse effect on its business, liquidity, cash flows,
financial condition and results of operations.

Negative changes to Volkswagen AG’s or VWFSAG’s credit rating and credit
ratings of securities issued by VWFSNV could adversely affect VWFSNV’s
funding costs, financial condition and results of operation.

VWFSNV is exposed to the risk of unexpected negative stress test results of
VWFSAG Group.

Tax laws and their interpretation in The Netherlands and in countries in
which counterparties are located with which VWFSNV has business
relationships may adversely affect VWFSNV’s financial condition and result
of operations.

VWFSNV could be adversely affected by an event or several successive
events that might cause reputational damage.]

[1. Risk Factors relating to VWFSAL as Issuer

Volkswagen Group is facing investigations and potential impacts out of
discrepancies related to the diesel issue that have had and may continue
to have a material adverse effect on the business, financial condition and
operations of VWFSAL.

Disruptions and declines in the global economy, geopolitical tensions and
country specific challenges might have negative effects on the business of
VWFSAG and VWFSAL.

VWFSAL, as a captive finance company, is by nature dependent on sales
by Volkswagen Group, meaning any risk that is negatively influencing the
vehicle delivery of Volkswagen Group may have adverse effects on the
business of VWFSAL.

VWFSAL is exposed to strategic risks that could arise from unfavorable
decisions on business development, products, pricing, investments in
infrastructure or personnel.

Deviations between expected and realized profit and loss positions may
lead to earnings risks for VWFSAL.

Wrong product decisions linked to regulatory or competitive criteria could
lead to lower product profitability due to missed customer needs,
reputational damage or fines and finally may have negative effects on the
overall business of VWFSAL.

VWEFSAL may not be able to keep pace with the process of digitalisation,
which may have an adverse effect on the business, financial condition and
results of operations of VWFSAL.

VWEFSAL is exposed to the risk that its customers or other contractual
counterparties may default or that the credit quality of its customers or
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other contractual counterparties may deteriorate.

A decrease in the residual values or the sales proceeds of returned
vehicles could have a material adverse effect on the business, financial
condition and results of operations of VWFSAL.

VWFSAL is exposed to concentrations of risk, such as counterparties,
collateral or income that are typical for a captive finance company.

VWEFSAL is exposed to operational risks, such as process risks, personnel
risks, technology risks and external risks that could have negative effects
on its business.

Dependency on service providers and on contracted services that may be
rendered incompletely or not at all could have negative effects on the
business operations of VWFSAL

VWEFSAL is exposed to litigation risks that may result from legal disputes,
governmental investigations or other official proceedings with various
stakeholders.

VWFSAL may not be able to use its trademarks/ intellectual property rights
or to adequately protect its intellectual property and could be liable for
infringement of third-party intellectual property.

Increased regulations and measures could affect business profitability and
result of operations of VWFSAL.

As part of VWFSAG Group, VWFSAL is exposed to the risk of higher
regulatory costs and reduced levels of activities resulting from the
supervision of banks.

VWFSAL has to comply with comprehensive and constantly changing
government regulations which bears the risk that laws are not being
adhered to properly or efficiently.

The compliance and risk management systems of VWFSAL may prove to
be inadequate to prevent and discover breaches of laws and regulations or
might not be able to identify, measure and take appropriate
countermeasures against all relevant risks.

VWEFSAL is exposed to interest rate risk.

The business of VWFSAL requires substantial funding and liquidity, and
disruption in VWFSAL'’s funding sources or access to the capital markets
could have a material adverse effect on its business, liquidity, cash flows,
financial condition and results of operations.

Negative changes to Volkswagen AG’s or VWFSAG's credit rating and
credit ratings of securities issued by VWFSAL could adversely affect
VWEFSAL'’s funding costs, financial condition and results of operation.

VWFSAL is exposed to the risk of unexpected negative stress test results
of VWFSAG Group.

VWEFAL is exposed to the risk of insufficient insurance coverage that may
arise due to higher than expected damages or intentionally uninsured
risks.

Tax laws and their interpretation may adversely affect the financial
condition and results of operations.

VWEFSAL could be adversely affected by an event or several successive
events that might cause reputational damage.]

[1.]1[2.] Risk Factors relating to VWFSAG as [Issuer][Guarantor]

Volkswagen Group is facing investigations and potential impacts out of
discrepancies related to the diesel issue that have had and may continue to
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have a material adverse effect on the business, financial condition and
operations of VWFSAG Group.

Disruptions and declines in the global economy, geopolitical tensions and
country specific challenges might have negative effects on the business of
VWFSAG Group.

The prospective withdrawal of the UK from the EU could adversely affect
the economic conditions in UK, Europe and globally and in particular the
British and European markets and thus, may have a negative impact on the
business, financial condition and results of operations of VWFSAG Group.

VWFSAG Group as a captive is by nature dependent on sales by
Volkswagen Group, meaning any risk that is negatively influencing the
vehicle delivery of Volkswagen Group may have adverse effects on the
business of VWFSAG Group.

VWFSAG Group is exposed to strategic risks that could arise from
unfavorable decisions on business development, products, pricing,
investments in infrastructure or personnel.

Deviations between expected and realized profit and loss positions may lead
to earnings risks for VWFSAG Group.

Wrong product decisions linked to regulatory or competitive criteria could
lead to lower product profitability due to missed customer needs,
reputational damage or fines and finally may have negative effects on the
overall business of VWFSAG Group.

VWFSAG Group may not be able to keep pace with the process of
digitalisation, which may have an adverse effect on the business, financial
condition and results of operations of VWFSAG Group

VWFSAG Group is exposed to the risk that its customers or other
contractual counterparties may default or that the credit quality of its
customers or other contractual counterparties may deteriorate.

A decrease in the residual values or the sales proceeds of returned vehicles
could have a material adverse effect on the business, financial condition and
results of operations of VWFSAG Group.

VWFSAG Group is exposed to concentrations of risk, such as
counterparties, collateral or income that are typical for a captive finance
company.

VWFSAG Group is exposed to operational risks, such as process risks,
personnel risks, technology risks and external risks that could have negative
effects on its business.

Dependency on service providers and on contracted services that may be
rendered incompletely or not at all could have negative effects on the
business operations of VWFSAG Group.

VWFSAG Group is exposed to litigation risks that may result from legal
disputes, governmental investigations or other official proceedings with
various stakeholders.

VWFSAG Group may not be able to use its trademarks/ intellectual property
rights or to adequately protect its intellectual property and could be liable for
infringement of third-party intellectual property.

Increased regulations and measures, including increased capital
requirements could affect business profitability and results of operations of
VWFSAG Group.

VWFSAG Group is exposed to the risk of higher regulatory costs and
reduced levels of activities resulting from the supervision of banks.

VWFSAG Group has to comply with comprehensive and constantly
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changing government regulations which bears the risk that laws are not
being adhered to properly or efficiently.

The compliance and risk management systems of VWFSAG Group may
prove to be inadequate to prevent and discover breaches of laws and
regulations or might not be able to identify, measure and take appropriate
countermeasures against all relevant risks.

VWFSAG is liable to the Bundesverband deutscher Banken e.V.
(Association of German Banks) if the latter incurs losses as a result of
having provided assistance to Volkswagen Bank.

VWFSAG Group is exposed to various market risks, which consist of interest
rate risk, foreign currency risk as well as fund and asset price risk.

The business of VWFSAG Group requires substantial funding and liquidity,
and disruption in VWFSAG Group’s funding sources or access to the capital
markets could have a material adverse effect on its business, liquidity, cash
flows, financial condition and results of operations.

Negative changes to VWFSAG’s or Volkswagen AG’s credit rating and
negative changes to credit ratings of securities issued could adversely affect
its funding costs, financial condition and results of operation.

VWFSAG Group is exposed to the risk of unexpected negative stress test
results.

VWFSAG Group is exposed to the risk of insufficient insurance coverage
that may arise due to higher than expected damages or intentionally
uninsured risks.

In relation to its insurance business VWFSAG Group faces premium and
reserve risks and risks due to brokerage business.

Tax laws and their interpretation may adversely affect VWFSAG Group’s
financial condition and results of operations.

VWFSAG Group could be adversely affected by an event or several
successive events that might cause reputational damage.

In the course of the currently implemented reorganisation project, a
separation of the credit and deposit taking business from the Non-credit
business within the European Economic Area should be carried out. Arising
from this separation, VWFSAG could be affected by various risks such as
operational risks, legal risks or regulatory risks.

D.3

Key information on the
key risks that are
specific to the securities

General Risks regarding the Notes

Some Notes are complex financial instruments. A potential investor should
not invest in Notes unless it has the expertise (either alone or with a financial
adviser) to evaluate how the Notes will perform under changing conditions,
the resulting effects on the value of the Notes and the impact this investment
will have on the potential investor’s overall investment portfolio.

The Notes may be listed or unlisted and no assurance can be given that a
liquid secondary market for the Notes will develop or continue. In an illiquid
market, an investor may not be able to sell his Notes at any time at fair
market prices.

The Holder of Notes is exposed to the risk of an unfavourable development
of market prices of its Notes which materializes if the Holder sells the Notes
prior to the final maturity of such Notes.

If the Issuer has the right to redeem the Notes prior to the Maturity Date, a
Holder of such Notes is exposed to the risk that due to early redemption his
investment will have a lower than expected yield and/or that the market price
of the Notes is negatively affected.

A Holder of a Note denominated in a foreign currency is exposed to the risk
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of changes in currency exchange rates which may affect the yield and/or the
redemption amount of such Notes. [In case of Notes denominated in Turkish
Lira the Holders of such Notes should note that the Issuer might in specific
circumstances beyond the Issuer’s control not be able to fulfill its obligation
to pay interest and principal in Turkish Lira so that the Issuer may settle any
such payment in U.S. Dollar at the U.S. Dollar equivalent of any such
Turkish Lira denominated amount.]

The Issuer may at any time, without the consent of the Holders, be
substituted as principal debtor in respect of all obligations arising from or in
connection with the Notes.

Should the German Act on Issues of Debt Securities apply to the Notes, the
Terms and Conditions of such Notes may be modified by resolution of the
Holders passed by the majority stated in the relevant Terms and Conditions
or, as the case may be, stipulated by the German Act on Issues of Debt
Securities. Holders therefore bear the risk that the initial Terms and
Conditions of the Notes may be modified to their individual disadvantage.

Potential purchasers and sellers of the Notes may be required to pay taxes
or other documentary charges or duties in accordance with the laws and
practices of the country where the Notes are transferred or other
jurisdictions.

Holders of the Notes may not be entitled to receive grossed-up amounts to
compensate for tax, duty, withholding or other payment.

The acquisition of the Notes might be subject to legal restrictions which
may affect the validity of the purchase.

Even if the Notes may have the benefit of an unconditional and irrevocable
guarantee there can be no assurance that the proceeds from the
enforcement of the Guarantee will be sufficient to satisfy the obligations
under the Notes.

In case of financial difficulties, the Issuer may initiate a reorganisation
proceeding (Reorganisationsverfahren) or restructuring proceeding
(Sanierungsverfahren) on the basis of the German Bank Reorganisation Act
(Kreditinstitute-Reorganisationsgesetz) which may adversely affect the rights
of the Holders of Notes. If the financial difficulties amount to the Issuer's
insolvency, Holders of Notes may lose part or all of their invested capital
(risk of total loss).

In connection with the Bank Recovery and Resolution Directive which has
been implemented in the Federal Republic of Germany by the Restructuring
and Resolution Act with effect as of 1 January 2015, there is, subject to the
non-availability of alternative measures, in particular measures of the private
sector and in the case of VWFSAG the transfer of capital or funds by VW
AG, the risk that due to the resolution tools contained therein and the related
absorption of losses, Holders of Notes may face the risk to fully lose their
invested capital and related rights. As a result of legislative changes to the
ranking of claims, the risk of being subject to the "Bail-in resolution tool"
increases for Holders of senior Notes compared to Holders of other senior
obligations.

[Risks regarding Fixed Rate Notes

[Holders of Fixed Rate Notes are exposed to the risk that the price of such
Note falls as a result of changes in the market interest rate. It is possible that
the yield of a Fixed Rate Note at the time of the purchase is negative, in
particular if the interest rate is zero per cent. or close to zero per cent.,
and/or if the issue price is higher than 100 per cent. of the principal amount.]

[Holders of Zero Coupon Notes are exposed to the risk that the price of such
Note falls as a result of changes in the market interest rate. Prices of Zero
Coupon Notes are more volatile than prices of Fixed Rate Notes and are
likely to respond to a greater degree to market interest rate changes than
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interest bearing notes with a similar maturity.]]
[Risks regarding Floating Rate Notes

Holders of Floating Rate Notes are exposed to the risk of fluctuating interest
rate levels which make it impossible to determine the yield of Floating Rate
Notes in advance and to the risk of uncertain interest income. The market
value of structured Floating Rate Notes may be more volatile than for
conventional Floating Rate Notes.

A Holder of Floating Rate Notes is exposed to the risk that changes to the
reference rates as a result of the regulation and reform of benchmarks could
have a material adverse effect on the market value of and the yield on any
Notes linked to such a reference rate.]

[Risks relating to Fixed to Floating Rate Notes

Holders of Fixed to Floating Rate Notes are exposed to the risks associated
with Fixed Rate Notes and additionally to the risks associated with Floating
Rate Notes. As a result Holders may be exposed to a higher risk.]

Section E - Offer
E.2b Reasons for the offer | [The net proceeds from each issue of Notes will be primarily used for core
and use of proceeds | business activities of VWFSAG Group.] [e]
when different  from
making profit
E.3 Description of the terms | [Issue Date: [e]]
and conditions of the lssue Price: [e
offer [ [l
[Offer Period: [e]]
[Other Terms and Conditions of the Offer are [o]]
E.4 Any interest that is | [Not applicable. There are no such interests.]
ial h . . .
'matena to' t © [So far as the Issuer is aware, no natural and/or legal persons involved in
issue/offer including . .
conflicting interests the offer of the Notes have an interest material to the offer, except that
certain Dealers and their affiliates may be customers of, and borrowers from
and creditors of the Issuer and its affiliates. In addition, certain Dealers and
their affiliates have engaged, and may in the future engage, in investment
banking and/or commercial banking transactions with, and may perform
services for the Issuer and its affiliates in the ordinary course of business,
including hedging and market making activities in relation to the Notes
and/or other securities or instruments issued by the Issuer or its affiliates.]
[e]
E.7 Estimated expenses | [Not applicable. There are no expenses charged to the investor by the

charged to the investor
by the Issuer or the
offeror

Issuer or the offeror.] [None.] [insert details]
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German Translation of the Summary

Zusammenfassungen sind zusammengesetzt aus Offenlegungspflichten, die als Punkte bekannt sind.
Diese Punkte sind in die Abschnitte A-E (A.1 — E.7) nummeriert.

Diese Zusammenfassung enthailt alle Punkte, die in eine Zusammenfassung fiir diese Art von Wertpapieren
und fiir Emittenten dieses Typs aufzunehmen sind. Da einige Punkte nicht zu beriicksichtigen sind, ist die
Nummerierung zum Teil nicht durchgéngig und es kann zu Liicken kommen.

Auch wenn ein Punkt aufgrund der Art des Wertpapiers bzw. fiir Emittenten dieses Typs in die
Zusammenfassung aufgenommen werden muss, ist es moglich, dass beziiglich dieses Punkts keine
relevante Information zu geben ist. In diesem Fall enthdlt die Zusammenfassung an der entsprechenden
Stelle eine kurze Beschreibung der Schliisselinformation und den Hinweis "Nicht anwendbar".

[Die folgende Zusammenfassung enthiélt durch eckige Klammern oder Kursivschreibung gekennzeichnete
Optionen und Leerstellen beziiglich der Schuldverschreibungen, die unter dem Prospekt begeben werden
konnen. Die Zusammenfassung der einzelnen Emission der Schuldverschreibungen wird den Endgiiltigen
Bedingungen beigefiigt sein und ausschlieBlich die fiir die jeweilige Emission von Schuldverschreibungen
relevanten Optionen enthalten. Weiterhin werden in der Zusammenfassung der einzelnen Emission die in
der nachfolgenden Zusammenfassung enthaltenen Leerzeichen ("e"), die fiir die konkrete Emission
relevant sind, ausgefiillt werden.]3

Abschnitt A - Einleitung und Warnhinweise

A1 Warnhinweise, dass:
die Zusammenfassung als Einleitung zum Prospekt verstanden werden sollte;

sich der Anleger bei jeder Entscheidung in die Schuldverschreibungen zu investieren, auf den Prospekt
als Ganzen stiitzen sollte;

ein Anleger, der wegen der in dem Prospekt enthaltenen Angaben Klage einreichen will, nach den
nationalen Rechtsvorschriften seines Mitgliedstaats méglicherweise fiir die Ubersetzung des Prospekts
aufkommen muss, bevor das Verfahren eingeleitet werden kann; und

zivilrechtlich nur die Emittentin haftet, die die Zusammenfassung samt etwaiger Ubersetzungen
vorgelegt und Ubermittelt hat, und dies auch nur fir den Fall, dass die Zusammenfassung verglichen mit
den anderen Teilen des Prospekts irrefiihrend, unrichtig oder inkoharent ist oder verglichen mit den
anderen Teilen des Prospekts wesentliche Angaben, die in Bezug auf Anlagen in die betreffenden
Wertpapiere fir die Anleger eine Entscheidungshilfe darstellen, vermissen lassen.

A.2 Zustimmung zur | [Nicht anwendbar.Die Zustimmung wurde nicht erteilt.][Die Emittentin
Verwendung des | stimmt der Verwendung des Prospekts durch alle Kreditinstitute zu
Prospekts (Generalkonsens). Sie erklart, dass sie die Haftung fur den Inhalt des

Prospekts auch hinsichtlich einer spateren Weiterverauflterung oder
endgultigen Platzierung von Schuldverschreibungen durch Kreditinstitute
Ubernimmt, die die Zustimmung zur Verwendung des Prospekts erhalten
haben, vorausgesetzt jedoch, dass der Prospekt in Ubereinstimmung mit
Artikel 11 des Luxemburger Wertpapierprospekigesetzes (Loi relative aux
prospectus pour valeurs mobilieres), welches die Richtlinie 2003/71/EG des
Europaischen Parlaments und des Rates vom 4. November 2003 (geandert
durch Richtlinie 2010/73/EU des Europaischen Parlaments und des Rates
vom 24. November 2010) umsetzt, noch guiltig ist.

Der Generalkonsens zu der spateren WeiterverduRerung oder der
endgultigen Platzierung der Schuldverschreibungen durch Kreditinstitute
wird nur in Bezug auf Offentliche Angebote in [Luxemburg][,][und]
[Deutschland][,] [und] [den Niederlanden][,] [und] [im Vereinigten
Kénigreich][,] [und] [Irland][] [und] [Dénemark] [und] [Osterreich] ([das

% Im Fall einer Zusammenfassung flr eine einzelne Emission von Schuldverschreibungen zu I6schen.
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"Angebotsland"][die "Angebotsldnder"]) erteilt.

Die spatere Weiterverduflerung oder endgiltige Platzierung der
Wertpapiere durch Kreditinstitute kann wahrend des Zeitraums ab
[einschlieRlich] [Datum einfiigen] [bis[einschliellich] [Datum einfiigen]]
(die "Angebotsfrist") erfolgen.

[Zudem erteilt die Emittentin ihre Zustimmung zur WeiterveraulRerung oder
der endglltigen Platzierung der entsprechenden Wertpapiere in [dem
Angebotsland] [den Angebotslandern] bis zum Ende der Angebotsfrist durch
samtliche Finanzintermediare (Individualkonsens), deren Name und Adresse
auf der Website der Volkswagen Financial Services Aktiengesellschaft
(www.vwfs.com) verdffentlicht werden.]

Falls ein Kreditinstitut ein Offentliches Angebot macht, wird dieses
Kreditinstitut die Anleger zum Zeitpunkt der Angebotsvorlage Uber die
Angebotsbedingungen unterrichten.

Jedes den Prospekt auf Basis des Generalkonsens fiir offentliche
Angebote verwendende Kreditinstitut hat auf seiner Website
anzugeben, dass es den Prospekt mit Zustimmung und gemaR den
Bedingungen verwendet, an die die Zustimmung gebunden ist.]

Abschnitt B — Emittent

[1. Informationen beziiglich der Volkswagen Leasing GmbH als Emittentin

B.1 Juristische und | Volkswagen Leasing GmbH ("VWLGMBH")
kommerzielle
Bezeichnung der
Emittentin

B.2 Sitz, Rechtsform, | Sitz
Rechtsf'ordnung, Land Der Sitz der VWLGMBH ist Braunschweig, Bundesrepublik Deutschland.
der Griindung

Rechtsform

Gesellschaft mit beschrankter Haftung nach deutschem Recht.
Rechtsordnung

Deutsches Recht

Land der Griindung

Die VWLGMBH wurde in der Bundesrepublik Deutschland gegriindet.

B.4b Trends, die sich auf die | Der Geschaftsverlauf der VWLGMBH ist eng verbunden mit der
Emittentin und die | Absatzentwicklung des VW Konzerns (wie nachstehend definiert). Die
Branchen, in denen sie | Entwicklung der Automobilbranche wird stark vom Verlauf der Weltwirtschaft
tatig ist, auswirken bestimmt, der weiterhin mit groRen Unsicherheiten behaftet ist. Von den

Finanzmarkten gehen nach wie vor Risiken aus, die sich insbesondere aus
der weiter angespannten Verschuldungssituation vieler Lander ergeben. Fir
die kommenden Monate wird ein weiterhin unsicheres und volatiles
wirtschaftliches Umfeld erwartet. Zusatzliche regulatorische und gesetzliche
Anforderungen zur Vermeidung Kkinftiger Finanzkrisen koénnen einen
materiellen Effekt auf das Geschaft der VWLGMBH ausiben.

Die Dieselthematik konnte vielfaltige Auswirkungen auf den VWFSAG
Konzern haben. So kdnnte die Dieselthematik auch einen negativen Einfluf
auf das zukinftige Geschafts- und Finanzergebnis der VWLGMBH haben,
deren Auswirkungen ungewiss bleiben

B.5 Konzernstruktur Die VWLGMBH ist eine 100 % -ige Tochtergesellschaft der Volkswagen

Financial Services Aktiengesellschaft, Braunschweig, Bundesrepublik
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Deutschland ("VWFSAG"). Die Anteile werden direkt durch die VWFSAG
gehalten.  Obergesellschaft der VWFSAG ist die Volkswagen
Aktiengesellschaft, Wolfsburg, Bundesrepublik Deutschland ("VW AG" oder
“Volkswagen AG*). Die VW AG ist die Holdinggesellschaft des Volkswagen
Konzerns (“WW Konzern” oder “Volkswagen Konzern“), der aus mehreren
Tochtergesellschaften und Filialen in der Bundesrepublik Deutschland und
im Ausland besteht.

B.9 Gewinnprognosen oder | Nicht anwendbar. VWLGMBH hat keine Gewinnprognosen oder -
-schatzungen einschatzungen im Prospekt aufgenommen.

B.10 Beschrankungen im | Nicht anwendbar. Es existieren keine Beschrankungen im Prifungsbericht
Bestatigungsvermerk der VWLGMBH bezlglich ihrer historischen Finanzinformationen.

B.12 Ausgewahlte Die folgende Tabelle enthdlt ausgewahlte Finanzinformationen zur

wesentliche historische
Finanzinformationen

Uber die Emittentin,
Erklarung zu
Trendinformationen
sowie wesentliche
Veranderungen der
Finanzlage oder
Handelsposition der
Emittentin

VWLGMBH aus dem gepriften und verdffentlichten nicht-konsolidierten
Jahresabschluss fiir die zum 31. Dezember 2015 und 2016 beendeten
Geschéftsjahre:

Bilanzangaben

31. Dezember 2016 31. Dezember 2015

EUR 000

Summe der Aktiva 27.766.571 24.549.808
Leasingvermdgen 23.753.366 21.141.405
Eigenkapital 222.359 231.009
Verbindlichkeiten

gegeniber Kunden 12.704.760 10.695.853
Verbriefte

Verbindlichkeiten 7.172.536 7.286.606

Gewinn- und Verlustrechnung

1. Januar — 31. Dezember

2016 2015
EUR 000

Leasingertrage 14.680.504 14.001.494
Leasingauf- 8.181.816 7.946.158
wendungen
Ergebnis der
normalen
Geschaftstatigkeit -260.777 -36.674
Bilanzgewinn 649 649

Seit dem Datum des letzten gepriften und veréffentlichten nicht-
konsolidierten Jahresabschlusses zum 31.Dezember 2016 ist keine
wesentliche negative Veranderung in den Aussichten der VWLGMBH
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aufgetreten. Die Dieselthematik kann jedoch negative Auswirkungen auf das
zukiinftige Geschéafts- und das Finanzergebnis der VWLGMBH haben,
deren Auswirkungen ungewiss bleiben. VWLGMBH geht von einer leichten
Steigerung der Refinanzierungskosten, verstarkter Zusammenarbeit mit den
jeweiligen VW Konzernmarken, erhdhter Kostenoptimierung unter dem
Effizienzprogramm und einem weiterhin hohen Mafl an Unsicherheiten
beziglich makrodkonomischer Bedingungen in der Realwirtschaft und
einem Einfluss dieser Unsicherheiten auf Faktoren wie Risikokosten aus.

Nicht anwendbar; seit dem Datum des letzten gepriiften und veréffentlichten
nicht-konsolidierten Jahresabschlusses zum 31. Dezember 2016 ist keine
wesentliche Veranderung in der Finanzlage oder Handelsposition der
VWLGMBH eingetreten.

B.13 Aktuelle Entwicklungen Nicht anwendbar. Es hat bezliglich der VWLGMBH keine Ereignisse
gegeben, die fir die Bewertung der Solvabilitat der VWLGMBH von
wesentlicher Bedeutung sind.

B.14 Abhangigkeit der | siehe Punkt B.5

Emittentin von anderen Der Geschéftsverlauf der VWLGMBH ist eng verbunden mit der
Konzerngesellschaften .
Absatzentwicklung des Volkswagen Konzerns.
Ein Gewinnabfiihrungsvertrag mit der VWFSAG wurde zum 18. September
2002 wirksam. Demnach ist die VWLGMBH verpflichtet, den
Jahreslberschuss jeweils nach Ablauf eines Geschaftsjahres an die
VWFSAG abzufiihren. Die VWFSAG ist verpflichtet, jeden wéahrend der
Vertragsdauer entstehenden Jahresfehlbetrag der VWLGMBH
auszugleichen, soweit dieser nicht durch die Auflosung von Betragen der
sogenannten anderen Gewinnriicklagen, welche wéhrend der Vertragsdauer
in diese eingestellt worden sind, ausgeglichen wird.

B.15 Beschreibung der | Die VWLGMBH fokussiert sich auf das operativen Leasinggeschaft fir
Haupttatigkeiten der | Privat- und Geschéaftskunden sowie das Flottenmanagement und das
Emittentin Dienstleistungsgeschaft. Die VWLGMBH richtet sich direkt an den

Bedirfnissen der Kundengruppen Einzel-, Firmen- und Grof3kunden aus.
Neben innovativen Vermietmodellen wie Langzeit- oder Mikromieten
(Carsharing) und andere Dienstleistungen im Bereich der neuen Mobilitéat,
gewahrleisten die organisatorischen Grundlagen den konsequenten Ausbau
der After Sales-Dienstleistungen im automobilen Kontext.

B.16 Unmittelbare oder | Die VWLGMBH ist eine 100 %-ige Tochtergesellschaft der VWFSAG.
mittelbare Beteiligungen
oder Beherrschungs-
verhaltnisse

B. 17 Rating Nicht anwendbar. Es wurden keine Ratings flr die Emittentin vergeben.

B.18 Art und Umfang der | Die VWFSAG (die "Garantin") hat ihre unbedingte und unwiderrufliche
Garantie Garantie (die "Garantie") fur die fallige Zahlung der Betrédge nach Maligabe

der fir die Schuldverschreibung jeweils geltenden Bedingungen
abgegeben, welche von der VWLGMBH ausgegeben werden.

B.19 Angaben zur Garantin Fir Informationen Uber die VWFSAG als Garantin siehe unten unter

“2. Informationen  bezlglich  der Financial  Services

Aktiengesellschaft als Garantin“.]

Volkswagen

[1. Informationen beziiglich der Volkswagen Financial Services N.V. als Emittentin

B.1

Juristische und

kommerzielle

Volkswagen Financial Services N.V ("VWFSNV").
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Bezeichnung der
Emittentin

B.2

Sitz, Rechtsform,
Rechtsordnung, Land der
Griindung

Sitz

Der Sitz der VWFSNYV ist Amsterdam, Niederlande.
Rechtsform

Aktiengesellschaft nach niederlandischem Recht.
Rechtsordnung

Niederlandisches Recht

Land der Griindung

Die VWFSNV wurde in den Niederlanden gegriindet.

B.4b

Trends, die sich auf die
Emittentin und die
Branchen, in denen sie
tatig ist, auswirken

Der Geschaftsverlauf der VWFSNV ist eng verbunden mit der
Absatzentwicklung des VW Konzerns (wie nachstehend definiert). Die
Entwicklung der Automobilbranche wird stark vom Verlauf der
Weltwirtschaft bestimmt, der weiterhin mit grof3en Unsicherheiten behaftet
ist. Von den Finanzmarkten gehen nach wie vor Risiken aus, die sich
insbesondere aus der weiter angespannten Verschuldungssituation vieler
Lander ergeben. Fur die kommenden Monate wird ein weiterhin unsicheres
und volatiles wirtschaftliches Umfeld erwartet. Zusatzliche regulatorische
und gesetzliche Anforderungen zur Vermeidung kinftiger Finanzkrisen
kénnen einen materiellen Effekt auf das Geschaft der VWFSNV ausulben.

Die Dieselthematik konnte vielfaltige Auswirkungen auf den VWFSAG
Konzern haben. So konnte die Dieselthematik auch einen negativen
EinfluR auf das zukinftige Geschéafts- und Finanzergebnis der VWFSNV
haben, deren Auswirkungen ungewiss bleiben.

B.5

Konzernstruktur

VWFSNV ist eine 100 % -ige Tochtergesellschaft der Volkswagen Financial
Services AG, Braunschweig, Bundesrepublik Deutschland ("VWFSAG").
Obergesellschaft der VWFSAG ist die Volkswagen Aktiengesellschaft,
Wolfsburg, Bundesrepublik Deutschland ("VW AG" oder “Volkswagen AG*).
Die VW AG ist die Holdinggesellschaft des Volkswagen Konzerns ("VW
Konzern" oder “Volkswagen Konzern®), der aus mehreren
Tochtergesellschaften und Filialen in der Bundesrepublik Deutschland und
im Ausland besteht.

B.9

Gewinnprognosen oder —
schatzungen

Nicht anwendbar. VWFSNV hat keine Gewinnprognosen oder -
einschatzungen im Prospekt aufgenommen.

B.10

Beschrankungen im
Bestatigungsvermerk

Nicht anwendbar. Es existieren keine Beschrankungen im Prifungsbericht
der VWFSNYV beziiglich ihrer historischen Finanzinformationen.

B.12

Ausgewahlte wesentliche
historische

Finanzinformationen Uiber
die Emittentin, Erklarung
zu Trendinformationen

sowie wesentliche
Veranderungen der
Finanzlage oder
Handelsposition der
Emittentin

Die folgende Tabelle enthalt ausgewahlte Finanzinformationen zur
VWFSNV aus dem gepriften und verdffentlichten nicht-konsolidierten
Jahresabschluss fir die zum 31. Dezember 2015 und 2016 beendeten
Geschéftsjahre:

Bilanzangaben

31. Dezember 2016 31. Dezember 2015

EUR 000
Bilanzsumme 7.398.354 9.181.976
Anlagevermogen 3.417.396 5.508.245
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Umlaufvermoégen 3.978.865 3.672.236
Guthaben bei

Banken und

Kassenbestand 2.093 1.495
Gesamtpassiva 6.281.274 7.973.441
Eigenkapital 1.117.080 1.208.535

Gewinn- und Verlustrechnung

1. Januar - 31. Dezember

2016 2015
EUR 000
glechartge Ernahmen 14.405 19.960
Ergebnis vor Steuern 14.324 17.623
Ergebnis nach Steuern 9.545 13.199

Seit dem Datum des letzten gepriften und verdffentlichten nicht-
konsolidierten Jahresabschlusses zum 31. Dezember 2016 ist keine
wesentliche negative Veranderung in den Aussichten der VWFSNV
eingetreten. Die Dieselthematik kann jedoch negative Auswirkungen auf
das zukiinftige Geschafts- und das Finanzergebnis der VWFSNV haben,
deren Auswirkungen ungewiss bleiben.

Nicht anwendbar; seit dem Datum des letzten gepriften und
verdffentlichten nicht-konsolidierten Jahresabschlusses zum 31. Dezember
2016 ist keine wesentliche Veranderung in der Finanzlage oder
Handelsposition der VWFSNV eingetreten.

B.13 Aktuelle Entwicklungen Nicht anwendbar. Es hat bezlglich der VWFSNV keine Ereignisse
gegeben, die fur die Bewertung der Solvabilitat der VWFSNV von
wesentlicher Bedeutung sind.

B.14 Abhangigkeit der | Siehe Punkt B.5

E;nr:tztgrr:mes\gl)lgchaa?; c—;ren Der Geschaftsverlauf der VWFSNYV ist eng verbunden mit der VWFSAG
9 und ihrer Refinanzierungsstrategie, der Absatzentwicklung des VW
Konzerns im Allgemeinen und dem Refinanzierungsbedarf der mit ihr

verbundenen Gesellschaften im Besonderen.

B.15 Beschreibung der | Die Tatigkeiten der VWFSNV sind die Finanzierung von verbundenen
Haupttatigkeiten der | Gesellschaften und Unternehmen mittels Darlehen und der Aufnahme und
Emittentin Besicherung von Geldern in allen zweckdienlichen Angelegenheiten,

insbesondere durch Ausgabe von Anleihen, Wandelanleihen, Aktien und
Wertpapieren mit unbestimmter Wahrung oder Dauer, und die Beteiligung
an solchen Unternehmen.

B.16 Unmittelbare oder | VWFSNV ist eine 100 % -ige Tochtergesellschaft der VWFSAG.

mittelbare Beteiligungen
oder Beherrschungs-
verhaltnisse
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B. 17 Rating Nicht anwendbar. Es wurden keine Ratings flr die Emittentin vergeben.
B.18 Art und Umfang der | Die VWFSAG (die "Garantin") hat ihre unbedingte und unwiderrufliche
Garantie Garantie (die "Garantie") fur die fallige Zahlung der Betrdge nach
MaRgabe der fiir die Schuldverschreibung jeweils geltenden Bedingungen
abgegeben, welche von der VWFSNV ausgegeben werden.
B.19 Angaben zur Garantin Fir Informationen Uber die VWFSAG als Garantin siehe unten unter

“2. Informationen  beziiglich  der Financial Services

Aktiengesellschaft als Garantin®.]

Volkswagen

[1. Informationen beziiglich der Volkswagen Financial Services Australia Pty Limited als Emittentin

B.1 Juristische und | Volkswagen Financial Services Australia Pty Limited (“VWFSAL”)
kommerzielle
Bezeichnung der
Emittentin

B.2 Sitz, Rechtsform, | Sitz
Rechtsordnung,  Land | per sitz der VWFSAL ist Chullora, NSW 2190, Australien.
der Griindung

Rechtsform

"Pty Limited" (proprietary company) nach australischem Recht.
Rechtsordnung

Australisches Recht

Land der Griindung

Die VWFSAL wurde in Australien gegriindet.

B.4b Trends, die sich auf die | Der Geschaftsverlauf der VWFSAL ist eng verbunden mit der
Emittentin ~ und  die | Absatzentwicklung des VW Konzerns. Die Entwicklung der
Branchen, in denen sie | Automobilbranche wird stark vom Verlauf der Weltwirtschaft bestimmt, der
tatig ist, auswirken weiterhin mit groRen Unsicherheiten behaftet ist. Von den Finanzmarkten

gehen nach wie vor Risiken aus, die sich insbesondere aus der weiter
angespannten Verschuldungssituation vieler Lander ergeben. Fir die
kommenden Monate wird ein weiterhin unsicheres und volatiles
wirtschaftliches Umfeld erwartet. Zusatzliche regulatorische und gesetzliche
Anforderungen zur Vermeidung Kkinftiger Finanzkrisen koénnen einen
materiellen Effekt auf das Geschaft der VWFSAL ausiiben.

Die Dieselthematik konnte vielfaltige Auswirkungen auf den VWFSAG
Konzern haben. So kénnte die Dieselthematik auch einen negativen EinfluR
auf das zukunftige Geschéafts- und Finanzergebnis der VWFSAL haben,
deren Auswirkungen ungewiss bleiben.

B.5 Konzernstruktur VWEFSAL ist eine 100% -ige Tochtergesellschaft der Volkswagen Financial

Services Aktiengesellschaft, Braunschweig, Bundesrepublik Deutschland
("VWFSAG"). Obergesellschaft der VWFSAG ist die Volkswagen
Aktiengesellschaft, Wolfsburg, Bundesrepublik Deutschland ("VW AG" oder
“Volkswagen AG*). Die VW AG ist die Holdinggesellschaft des Volkswagen
Konzerns (“VW Konzern“ oder ,Volkswagen Konzern“ ,, der aus mehreren
Tochtergesellschaften und Filialen in der Bundesrepublik Deutschland und
im Ausland besteht.

B.9 Gewinnprognosen oder | Nicht anwendbar; VWFSAL hat keine Gewinnprognosen oder -
—schéatzungen einschatzungen im Prospekt aufgenommen.

B.10 Beschrankungen im | Nicht anwendbar; es existieren keine Beschrankungen im Prifungsbericht
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Bestatigungsvermerk

der VWFSAL beziglich ihrer historischen Finanzinformationen.

B.12

Ausgewahlte
wesentliche historische
Finanzinformationen
Uber die Emittentin,
Erklarung zu
Trendinformationen
sowie wesentliche
Veranderungen der
Finanzlage oder
Handelsposition des
Garanten

Die folgende Tabelle enthalt ausgewahlte Finanzinformationen zur VWFSAL
Group aus dem gepriften und verdffentlichten konsolidierten
Jahresabschluss fir die zum 31. Dezember 2015 und 2016 beendeten
Geschéftsjahre:

Bilanzangaben

31. Dezember 2016 31. Dezember 2015

AUD 000

Bilanzsumme 4.641.119 3.998.016

Passiva 4.396.785 3.762.464

Nettovermdgen 244 .334 235.552

Eigenkapital 244334 235.552

Gewinn- und Verlustrechnung
1. Januar - 31. Dezember

2016 2015

AUD 000

Nettozinsertrag 58.033 65.370

Gesamteinnahmen 67.670 73.815

Gewinn vor Steuern 11.811 14.637

Ausgezahlter 8.144 10.137

Jahresgewinn an die
Anteilseigner

Seit dem Datum des letzten gepriften und verdffentlichten konsolidierten
Jahresabschlusses zum 31. Dezember 2016 ist keine wesentliche negative
Veranderung in den Aussichten der VWFSAL eingetreten. Die
Dieselthematik kann jedoch negative Auswirkungen auf das zukinftige
Geschafts- und das Finanzergebnis der VWFSAL haben, deren
Auswirkungen ungewiss bleiben. VWFSAL geht von einer leichten
Steigerung der Refinanzierungskosten, verstarkter Zusammenarbeit mit den
jeweiligen VW Konzernmarken, erhohter Kostenoptimierung unter dem
Effizienzprogramm und einem weiterhin hohen Mafl an Unsicherheiten
beziglich makrookonomischer Bedingungen in der Realwirtschaft und
einem Einfluss dieser Unsicherheiten auf Faktoren wie Risikokosten aus.

Nicht anwendbar; seit dem Datum des letzten gepriiften und verdéffentlichten
konsolidierten Jahresabschlusses zum 31. Dezember 2016 ist keine
wesentliche Veranderung in der Finanzlage oder Handelsposition der
VWFSAL Group eingetreten.

B.13

Aktuelle Entwicklungen

Nicht anwendbar. Es hat bezlglich der VWFSAL keine Ereignisse gegeben,
die flr die Bewertung der Solvabilitit der VWFSAL von wesentlicher
Bedeutung sind.
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B.14 Abhangigkeit der | siehe Punkt B.5

E;nr:tzt::r:mesvec}lnscig?é;en Der Geschéftsverlauf der VWFSAL ist eng verbunden mit der
9 Absatzentwicklung des VW Konzerns.

B.15 Beschreibung der | Die Haupttatigkeiten der VWFSAL sind die Bereitstellung von
Haupttatigkeiten der | Kraftfahrzeugfinanzierungen, Leasing- und Versicherungslésungen fir
Emittentin Privat- und Unternehmenskunden. Des Weiteren bietet VWFSAL

Birgschaften fir seine Handler an. Die Portfolien der VWFSAL sind
entsprechend der Gepflogenheiten in  der automobilbezogenen
Finanzdienstleistungsindustrie nicht auf die Handelsmarke des VW
Konzerns beschrankt.

B.16 Unmittelbare oder | VWFSAL ist eine 100 % -ige Tochtergesellschaft der VWFSAG.
mittelbare Beteiligungen
oder Beherrschungs-
verhaltnisse

B. 17 Rating Nicht anwendbar. Es wurden keine Ratings fiir die Emittentin vergeben.

B.18 Art und Umfang der | Die VWFSAG (die "Garantin") hat ihre unbedingte und unwiderrufliche
Garantie Garantie (die "Garantie") fiir die fallige Zahlung der Betrage nach MaRgabe

der fir die Schuldverschreibung jeweils geltenden Bedingungen
abgegeben, welche von der VWFSAL Limited ausgegeben werden.

B.19 Angaben zur Garantin Fir Informationen Uber die VWFSAG als Garantin siehe unten unter

“2. Informationen  beziliglich der Volkswagen Financial Services
Aktiengesellschaft als Garantin®.]
[1.][2.] Informationen beziiglich der Volkswagen Financial Services Aktiengesellschaft als

[Emittentin][Garantin]

[B.19] Juristische und | Volkswagen Financial Services AG ("VWFSAG")
B.1 kommerzielle
’ Bezeichnung der
[Emittentin][ Garantin]
[B.19] Sitz, Rechtsform, | Sitz
B.2 Rechtsordnung,  Land | per sit; der VWFSAG ist Braunschweig, Bundesrepublik Deutschland.
der Grindung
Rechtsform
Aktiengesellschaft nach deutschem Recht.
Rechtsordnung
Deutsches Recht
Land der Griindung
Die VWFSAG wurde in der Bundesrepublik Deutschland gegriindet.
[B.19] Trends, die sich auf die | Der Geschaftsverlauf des VWFSAG Konzerns ist eng verbunden mit der
B.4b [Emittentin][ Garantin] | Absatzentwicklung des VW Konzerns (wie nachstehend definiert). Die
’ und die Branchen, in | Entwicklung der Automobilbranche wird stark vom Verlauf der Weltwirtschaft
denen sie tatig ist, | bestimmt, der weiterhin mit groen Unsicherheiten behaftet ist. Von den
auswirken Finanzmarkten gehen nach wie vor Risiken aus, die sich insbesondere aus

der weiter angespannten Verschuldungssituation vieler Lander ergeben. Fir
die kommenden Monate wird ein weiterhin unsicheres und volatiles
wirtschaftliches Umfeld erwartet. Zusatzliche regulatorische und gesetzliche
Anforderungen zur Vermeidung Kkinftiger Finanzkrisen koénnen einen
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materiellen Effekt auf das Geschaft des VWFSAG Konzerns auslben.

Am 18. September 2015 und am 2. November 2015 hat die US-
Umweltschutzbehérde (Environmental Protection Agency, "EPA") in
sogenannten "Mitteilungen Uber einen VerstoR" (Notices of Violation) gegen
den U.S. Clean Air Act Offentlich bekanntgegeben, dass bei
Abgasuntersuchungen einiger Fahrzeuge des Volkswagen Konzerns mit
Dieselmotoren Unregelmafigkeiten entdeckt wurden. Ebenfalls am 2.
November 2015 und zusatzlich am 25. November 2015 hat das California
Air Resources Board ("CARB") offentlich den Vorwurf erhoben, dass
rechtliche Anforderungen an Stickoxid-Emissionen ("NOx") durch den
Einsatz von Geratesoftware unter Testbedingungen umgangen wurden.
Nach Veroffentlichung der "Mitteilungen Uber einen VerstoRR" (Notices of
Violation) gegen den U.S. Clean Air Act durch die EPA, waren die
Volkswagen AG und andere Volkswagen Konzerngesellschaften
Gegenstand eingehender Untersuchungen, laufender Ermittlungen
(zivilrechtlich und strafrechtlich) und zivilrechtlicher Verfahren. Die laufenden
und zukinftigen Ermittlungen und Verfahren kdnnen zu rechtlichen Schritten
gegen bestimmte Konzerngesellschaften des Volkswagen Konzerns oder
einige ihrer Angestellten fihren. Jede dieser MaRnahmen kdnnte negative
Auswirkungen auf das Geschaft der VWFSAG haben. Der Volkswagen
Konzern arbeitet mit Hochdruck daran, Abweichungen der Emissionen durch
technische Malinahmen zu beseitigen und kooperiert mit den zustandigen
Behorden.

Die Dieselthematik konnte vielfaltige Auswirkungen auf den VWFSAG
Konzern haben. So kdnnte die Dieselthematik auch einen negativen Einfluf
auf das zukinftige Geschafts- und Finanzergebnis der VWFSAG haben,
deren Auswirkungen ungewiss bleiben.

[B.19]
B.5

Konzernstruktur

Die VWFSAG ist eine 100 %-ige Tochtergesellschaft der Volkswagen
Aktiengesellschaft, Wolfsburg, Bundesrepublik Deutschland ("VW AG" oder
“Volkswagen AG“). Die VW AG ist die Holdingesellschaft des Volkswagen
Konzerns (“VW Konzern” oder “Volkswagen Konzern®), der aus mehreren
Tochtergesellschaften und Filialen in der Bundesrepublik Deutschland und
im Ausland besteht. Der VW Konzern gliedert sich in zwei Konzernbereiche:
Automobile und Finanzdienstleistungen. Der Konzernbereich Automobile
wiederum umfasst zwei Bereiche: “PKW und leichte Nutzfahrzeuge® und
‘Lkw und Busse, Power Engineering. Im  Konzernbereich
Finanzdienstleistungen, der dem Segment Finanzdienstleistungen
entspricht, sind die Handler- und Kundenfinanzierung, das Leasing, das
Bank- und Versicherungsgeschaft, das Flottenmanagement sowie
Mobilitdtsangebote gebilindelt. Tochtergesellschaften der VWFSAG sind
unter anderem die VWLGMBH, die VWFSNV, die VWFSJ und die VWFSAL.

In 2016 hat die VWFSAG eine gesellschaftsrechtliche Umstrukturierung
eingeleitet. Durch die Umstrukturierung soll das europaische Kredit- und
Einlagengeschaft zukunftig getrennt von den anderen
Finanzdienstleistungsaktivitaten aufgestellt und in der Volkswagen Bank
GmbH als zukiinftige direkte Tochter der VW AG gebiindelt werden.

[B.19]
B.9

Gewinnprognosen oder
-schatzungen

Nicht anwendbar; der VWFSAG Konzern hat keine Gewinnprognosen oder
—einschatzungen im Prospekt aufgenommen.

[B.19]
B.10

Beschrankungen im
Bestatigungsvermerk

Nicht anwendbar; es existieren keine Beschrankungen im Prifungsbericht
des VWFSAG Konzerns bezuglich ihrer historischen Finanzinformationen.

[B.19]
B.12

Ausgewahlte
wesentliche historische
Finanzinformationen
Uber die [Emittentin][

Die folgende Tabelle enthdlt ausgewahlte Finanzinformationen zum
VWFSAG Konzern aus dem gepriften und veréffentlichten konsolidierten
Jahresabschluss fir die zum 31. Dezember 2015 und 2016 beendeten
Geschéftsjahre. Diese wurden gemal den in der Europaischen Union
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Garantin], Erklarung zu
Trendinformationen
sowie wesentliche
Veranderungen der
Finanzlage oder
Handelsposition der
[Emittentin][Garantin]

anzuwendenden International Financial

aufgestellt.

Reporting Standards (IFRS)

Bilanzangaben

31. Dezember 2016 31. Dezember 2015

in EUR Mio.

Bilanzsumme 130.148 121.251
Forderungen an Kunden
aus

Kundenfinanzierung 53.973 50.665

Handlerfinanzierung 14.638 13.967

Leasinggeschaft 21.997 19.704
Vermietete
Vermdgenswerte 14.696 12.982
Kundeneinlagen 36.149 28.109
Eigenkapital 16.951 14.811

Gewinn- und Verlustrechnung
1. Januar - 31. Dezember
2016 2015
in EUR Mio.

Ergebnis vor Steuern 1.650 1.513
Steuern vom
Einkommen und vom -509 -304
Ertrag
Jahreslberschuss 1.141 1.209

Seit dem Datum des letzten gepriften und verdffentlichten konsolidierten
Jahresabschlusses zum 31. Dezember 2016 ist keine wesentliche negative
Veranderung in den Aussichten des VWFSAG Konzerns eingetreten. Die
Dieselthematik kann jedoch negative Auswirkungen auf das zukiinftige
Geschafts- und das Finanzergebnis des VWFSAG Konzerns haben, deren
Auswirkungen ungewiss bleiben. Gewinnerwartungen berlicksichtigen die
Dieselthematik und gehen von einer leichten Steigerung der
Refinanzierungskosten, verstarkter Zusammenarbeit mit den jeweiligen VW
Konzernmarken, erhdhter Kostenoptimierung unter dem Effizienzprogramm
und einem weiterhin hohen MalR an Unsicherheiten bezlglich
makrodkonomischer Bedingungen in der Realwirtschaft und einem Einfluss
dieser Unsicherheiten auf Faktoren wie Risikokosten aus.

Vorbehaltlich der untenstehenden Informationen in "Punkt B.13 — Aktuelle
Entwicklungen", ist seit dem Datum des letzten gepriften und




-4 -

verdffentlichten konsolidierten Jahresabschlusses zum 31. Dezember 2016
keine wesentliche Veranderung in der Finanzlage oder Handelsposition des
VWFSAG Konzerns eingetreten.

[B.19]
B.13

Aktuelle Entwicklungen

Im Januar 2017 erfolgte eine Eigenkapitalerhdhung in Hohe von EUR 1.000
Millionen.

Die VWFSAG hat in 2016 eine gesellschaftsrechtliche Umstrukturierung
eingeleitet. Durch die Umstrukturierung soll das gesamte europaische Kredit-
und Einlagengeschift zukunftig von den anderen
Finanzdienstleistungsaktivititen separiert aufgestellt und in der Volkswagen
Bank GmbH ("VW Bank" oder "Volkswagen Bank") als zukiinftige direkte
Tochter der Volkswagen AG gebindelt werden. Diese Umstrukturierung wird
weiter detailliert ausgearbeitet und die Umsetzung hinsichtlich der
gegebenenfalls  erforderlichen Verianderungen der Aufbaustrukturen
vorbereitet. Mit der Umstrukturierung sollen mehr Tranzparenz und
Ubersichtlichkeit fiir die Aufsicht geschaffen, der Eigenmitteleinsatz optimiert
und die Komplexitit reduziert werden. Es ist beabsichtigt, die
Umstrukturierung in 2017 abzuschlieRen.

Am 23. Dezember 2016 erwarb die VWFSAG den Parkbezahl-Dienstleister
PayByPhone, mit Sitz in Vancouver, Kanada. Die Akquisition dient der
Starkung der Geschiftsfelder "Parken” und "Payment" bei der VWFSAG
Gruppe.

Am 20. Dezember 2016 hat die VWFSAG einen Vertrag abgeschlossen, um
rund 51 % der Anteile der LogPay Transport Services GmbH, Eschborn,
Deutschland, einer Tochtergesellschaft der DVB Bank Gruppe, zu erwerben.
Durch die Mehrheitsbeteiligung wird die VWFSAG zusitzlich die europaweite
Abwicklung der LKW- und PKW-Maut in das Angebot fir ihre gewerblichen
Kunden integrieren sowie die Weiterentwicklung des Tankkartenportfolios
vorantreiben. Das Ziel ist es, bis 2020 einer der grokten Kraftstoffversorger in
Europa zu werden. Der Erwerb wurde von der Kartellbehérde genehmigt und
der Vollzug der Transaktion erfolgte am 21.Juni 2017.

[B.19]
B.14

Abhangigkeit der
[Emittentin][ Garantin]
von anderen
Konzerngesellschaften

siehe Punkt B.5

Der Geschéftsverlauf des VWFSAG Konzerns ist eng verbunden mit der
Absatzentwicklung des Volkswagen Konzerns.

Ein Beherrschungs- und Gewinnabfihrungsvertrag zwischen der VW AG
und der VWFSAG wurde zum 25. September 1996 wirksam und wurde seit
dem geandert und berichtigt. Demnach ist die VW AG berechtigt, dem
Vorstand der VWFSAG Weisungen zu erteilen. Die VWFSAG ist verpflichtet,
den Jahresliberschuss jeweils nach Ablauf eines Geschéaftsjahres an die
VW AG abzufiihren. Die VW AG ist verpflichtet, jeden wahrend der
Vertragsdauer entstehenden Jahresfehlbetrag der VWFSAG auszugleichen,
soweit dieser nicht durch die Auflésung von Betrdgen der sogenannten
anderen Gewinnriicklagen, welche wahrend der Vertragsdauer in diese
eingestellt worden sind, ausgeglichen wird.

[B.19]
B.15

Beschreibung der
Haupttatigkeiten der
[Emittentin][ Garantin]

Gegenstand des Unternehmens ist die Entwicklung, der Vertrieb und die
Abwicklung eigener und fremder Finanzdienstleistungen im In- und
Ausland, die der Forderung des Geschaftes der Volkswagen AG und der
mit ihr verbundenen Unternehmen zu dienen geeignet sind, wie in der
Satzung der VWFSAG festgelegt.

Der Hauptzweck des VWFSAG Konzerns ist die Forderung des Absatzes
und der Kundenbindung an den Volkswagen Konzern unter der Vorgabe,
eine angemessene Rendite auf das eingesetzte Kapital zu erhalten.

Globale Téatigkeiten des VWFSAG Konzerns sind aufgeteilt in finf
Regionen: Region Deutschland, Region Europa, Region International,
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Region China/Indien/ASEAN und Region Lateinamerika.

Die Aufgaben der VWFSAG sind vorwiegend strategischer Natur. Zusatzlich
hat sie aber auch eine Dienstleistungsfunktion fiir Tochterunternehmen.
Kerngeschaftsbereiche sind Handler- und Kundenfinanzierung, Leasing,
Versicherung, Fuhrparkmanagement und Mobilitédtsservice. Weitere
Aktivitdten schlieRen das Direktbankgeschaft in Verbindung mit dem
Einlagengeschaft ein.

[B.19] Unmittelbare oder | VWFSAG ist eine 100%-ige Tochtergesellschaft der VW AG.
B.A6 mittelbare Beteiligungen
’ oder Beherrschungs-
verhaltnisse
[B.19] Ratings Die VWFSAG wird von Standard & Poor's ("S&P") und Moody's Investors
B. 17 Service ("Moody's") bewertet.
Zum Zeitpunkt dieses Prospekts lauten die Ratings wie folgt:
S&P: Short-Term Senior Unsecured: A-2
Long-Term Senior Unsecured: BBB+
Long-Term Senior Subordinated: BBB
Moody's: Short-Term Senior Unsecured: Prime-1
Long-Term Senior Unsecured: A2
Abschnitt C — Wertpapiere
C.1 Art und Gattung der | Art der Wertpapiere

Wertpapiere,
einschlie3lich
Wertpapierkennung

[im Fall von festverzinslichen Schuldverschreibungen einfiigen:

Die Schuldverschreibungen haben einen festen Zinsertrag ber die gesamte
Laufzeit der Schuldverschreibungen. [Die Schuldverschreibungen werden
mit einem [ansteigenden] [absteigenden] Kupon begeben, d.h. der Zinssatz
[steigt an] [sinkt ab] wahrend der Laufzeit.] [Die Schuldverschreibungen
sind Nullkupon-Schuldverschreibungen und verbriefen keine periodischen
Zinszahlungen.]]

[im Fall von variabel verzinslichen Schuldverschreibungen einfiigen:

Die Schuldverschreibungen werden mit einem variablen Zinssatz verzinst,
der auf der Grundlage eines Referenzzinssatzes bestimmt wird. Der
Referenzzinssatz ist [EURIBOR] [LIBOR] [anderen Referenzsatz
einfligen].

[Dariiberhinaus wird die anwendbare Marge zum Referenzzinssatz
[hinzuaddiert] [abgezogen].]

[Der variable Zinssatz ist durch [einen Mindestzinssatz] [und] [einen
Hdéchstzinssatz] begrenzt.]]

[im Fall von fest zu variabel verzinslichen Schuldverschreibungen
einfugen:

Die Schuldverschreibungen sind zu Beginn der Laufzeit mit einem festen
Zinssatz ausgestattet, der in einen variablen Zinssatz bis zur Falligkeit der
Schuldverschreibungen umgewandelt wird. Der Referenzzinssatz fir die
variablen Zinsperioden ist [EURIBOR] [LIBOR] [anderen Referenzsatz
einfiigen].

[Dartber hinaus wird fir die variablen Zinsperioden [die anwendbare Marge
[zum Referenzzinssatz hinzuaddiert] [vom Referenzzinssatz abgezogen]].]

[Der variable Zinssatz ist durch [einen Mindestzinssatz] [und] [einen
Héchstzinssatz] begrenzt.]]

Gattung
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Die Schuldverschreibungen sind nicht besichert.
Wertpapierkennung

Die [interimistische] ISIN ist [#] [und der [interimistische] Common Code ist
[*]] [und die [interimistische] WKN ist [e]].

C2 Wahrung der | Die Schuldverschreibungen sind in [¢] begeben.
Wertpapieremission
C5 Beschrankung der freien | Jede Emission von Schuldverschreibungen wird in Ubereinstimmung mit
Ubertragbarkeit den in der betreffenden Jurisdiktion geltenden Gesetzen, Vorschriften und
Rechtsakten sowie den dort anwendbaren Beschrankungen erfolgen.
(%] Rechte, die mit den | Rechte, die mit den Schuldverschreibungen verbunden sind

Wertpapieren
verbunden sind,
einschlielilich der

Rangordnung und der
Beschréankungen dieser
Rechte

Jeder Inhaber von Schuldverschreibungen hat aus ihnen das Recht,
Zahlungen von Kapital und, sofern anwendbar, Zinsen von der Emittentin zu
verlangen, wenn diese Zahlungen gemall den Anleihebedingungen fallig
sind.

Anwendbares Recht

Form und Inhalt der Schuldverschreibungen sowie die Rechte und Pflichten
der Glaubiger und der Emittentin bestimmen sich in jeder Hinsicht nach
deutschem Recht.

Kindigungsrechte

Die Schuldverschreibungen sehen Kindigungsrechte vor, die die Glaubiger
dazu berechtigen, sofortige Riickzahlung der Schuldverschreibungen zu
verlangen.

Rangordnung

Die Schuldverschreibungen begriinden nicht besicherte und nicht
nachrangige Verbindlichkeiten der Emittentin, die untereinander gleichrangig
und ohne Vorzugsrecht und mit allen anderen nicht besicherten und nicht
nachrangigen Verbindlichkeiten der Emittentin gleichrangig sind, soweit
gesetzliche Vorschriften nicht etwas anderes vorsehen.

Vorzeitige Riickzahlung der Schuldverschreibungen

Die Schuldverschreibungen sind vor Ablauf ihrer festgelegten Laufzeit [nach
Wahl] [der Emittentin[,] [der Glaubiger,] [und] aus steuerlichen Griinden
ruckzahlbar.

Vorzeitige Riickzahlung aus Steuergriinden

Eine vorzeitige Rilckzahlung aus Steuergriinden ist gestattet, falls die
Emittentin [bei von Volkswagen Leasing GmbH, Volkswagen Financial
Services N.V., Volkswagen Financial Services Japan Ltd. oder
Volkswagen Financial Services Australia Pty Limited begebenen
Schuldverschreibungen einfiigen: oder die Garantin] als Folge einer
Ergédnzung oder Anderung der Steuer- und Abgabengesetze und -
vorschriften [bei von Volkswagen Financial Services N.V. begebenen
Schuldverschreibungen einfiigen: der Niederlande oder [bei von

Volkswagen Financial Services Japan Ltd. begebenen
Schuldverschreibungen einfiigen: Japan oder] [bei von Volkswagen
Financial Services Australia Pty Limited begebenen

Schuldverschreibungen einfiigen: dem Commonwealth von Australien
oder] der Bundesrepublik Deutschland oder deren politischen
Untergliederungen oder Steuerbehdrden oder als Folge einer Ergadnzung
oder Anderung der Anwendung oder der offiziellen Auslegung dieser
Gesetze und Vorschriften, und diese Ergénzung oder Anderung am oder
nach dem Tag der Begebung (wie unten unter Element E.3 definiert)
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wirksam werden, zur Zahlung von zusatzlichen Betragen verpflichtet ist.

[Vorzeitige Riickzahlung nach Wahl der [Emittentin] [und] [oder] [der
Glaubiger] zu(m) festgelegten Riickzahlungsbetrag(betragen)

Die Schuldverschreibungen sind nach Wahl der [Emittentin] [und] [oder]
[der Glaubiger] unter Einhaltung der festgelegten Kiindigungsfrist durch
Kindigung gegenuber [den Glaubigern] [oder] [der Emittentin] rlickzahlbar,
und zwar zu dem(n) festgelegten Zeitpunkt(en) vor der angegebenen
Falligkeit und zu dem(n) festgelegten [Call][Put]
Riickzahlungsbetrag(betragen), nebst etwaigen aufgelaufenen Zinsen.]

Negativverpflichtung
Die Anleihebedingungen enthalten eine Negativverpflichtung der Emittentin.
Vorlegungsfristen und Verjdahrung

Die Vorlegungsfrist wird fir die Schuldverschreibungen auf zehn Jahre
abgekdrzt. Die Verjahrungsfrist far Anspriiche aus den
Schuldverschreibungen, die wahrend der Vorlegungsfrist vorgelegt wurden,
betragt zwei Jahre beginnend ab dem Ende der Vorlegungsfrist.]

[Glaubigerbeschliisse

In Ubereinstimmung mit dem Schuldverschreibungsgesetz vom 31. Juli 2009
(,SchVG*) sehen die Schuldverschreibungen vor, dass die Glaubiger durch
Beschluss (mit  Zustimmung der Emittentin) Anderungen der
Anleihebedingungen zustimmen und gewisse sonstige MaRnahmen in
Bezug auf die Schuldverschreibungen beschliefen kénnen. Beschllsse der
Glaubiger kénnen nach MalRgabe der Anleihebedingungen im Wege der
Abstimmung ohne Versammlung gefasst werden und sind fir alle Glaubiger
verbindlich. Beschliisse der Glaubiger, durch welche der wesentliche Inhalt
der Anleihebedingungen geéndert wird, bedirfen einer Mehrheit von
mindestens 75% der an der Abstimmung teilnehmenden Stimmrechte.]

[Gemeinsamer Vertreter

[In Ubereinstimmung mit dem SchVG sehen die Schuldverschreibungen vor,
dass die Glaubiger durch Beschluss einen gemeinsamen Vertreter bestellen
kénnen. Die Aufgaben und Befugnisse des durch Beschluss bestellten
gemeinsamen Vertreters bestimmen sich nach dem SchVG sowie den
Mehrheitsbeschliissen der Glaubiger.]

[Ein gemeinsamer Vertreter der Glaubiger ist in den Anleihebedingungen
der Schuldverschreibungen bestellt. Die Aufgaben und Befugnisse des
gemeinsamen Vertreters bestimmen sich nach den Anleihebedingungen.]]

C.9

Zinsen,
Rendite;

Rickzahlung;

Falligkeitstermin [Name

des
Vertreters]

gemeinsamen

siehe Punkt C.8.
Ri]ckzahlungsbetrag4

[e] pro festgelegter Stiickelung.
Zinssatz

[im Fall von fest verzinslichen Schuldverschreibungen (ausgenommen
Nullkupon-Schuldverschreibungen) mit einem gleichbleibenden
Zinssatz einfiigen: [¢]% per annum.]

[im Fall von fest verzinslichen Schuldverschreibungen (ausgenommen
Nullkupon-Schuldverschreibungen) mit verschiedenen angegebenen
festen Zinssatzen fiir verschiedene Zinsperioden (Stufenzins)
einfligen: [¢]% per annum fiir den Zeitraum von [e] bis [e] [,][und] [[¢]%
per annum fiir den Zeitraum von [e] bis [e]].]

4

Der Riickzahlungsbetrag soll mindestens dem Nennbetrag entsprechen.
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[im Fall von Nullkupon-Schuldverschreibungen einfiigen: Es erfolgen
keine periodischen Zinszahlungen.]

[im Fall von variabel verzinslichen Schuldverschreibungen einfiigen:
[[e]-Monats] [EURIBOR] [LIBOR] [anderen Referenzsatz einfiigen]
[zuziiglich][abzliglich] der Marge in Hohe von [e]%]. [Der Hochstzinssatz
betragt [#]% per annum.] [Der Mindestzinssatz betragt []% per annum.]]

[im Fall von fest zu variabel verzinslichen Schuldverschreibungen
einfiigen: Fir den Zeitraum vom [e] bis [e] ist der Zinssatz auf [¢]% per
annum festgelegt. AnschlieBend, fir den Zeitraum vom [e] bis zum
Falligkeitstag der Schuldverschreibungen, ist der variable Zinssatz der [[e]-
Monats] [EURIBOR] [LIBOR] [anderen Referenzsatz -einfiigen]
[[zuzuglich][abzlglich] der Marge in HOhe von [e]%]]. [Der Hoéchstzinssatz
betragt [#]% per annum.] [Der Mindestzinssatz betragt []% per annum.]]

Verzinsungsbeginn

[im Fall von Schuldverschreibungen (ausgenommen Nullkupon-
Schuldverschreibungen) einfiigen: [Tag der Begebung der
Schuldverschreibungen (wie nachstehend unter  Punkt E.3
definiert).][anderes Datum angeben]] [im Fall von Nullkupon-
Schuldverschreibungen einfiigen: Nicht anwendbar.]

Zinszahlungstage

[e][im Fall von Nullkupon-Schuldverschreibungen einfligen: Nicht
anwendbar.]

Basiswert auf dem der Zinssatz basiert

[im Fall von fest verzinslichen Schuldverschreibungen einfiigen: Nicht
anwendbar. Der Zinssatz basiert nicht auf einem Basiswert.] [im Fall von
variabel verzinslichen Schuldverschreibungen einfiigen: Der [[e]-
Monats] [EURIBOR] [LIBOR] [anderen Referenzsatz einfiigen]]. [im Fall
von fest zu variabel verzinslichen Schuldverschreibungen einfiigen:
Wahrend der variablen Zinsperiode basiert der Zinssatz auf dem [[e]-
Monats] [EURIBOR] [LIBOR] [anderen Referenzsatz einfiigen].

[Féalligkeitstag: [e]][In den [e] fallender Zinszahlungstag]
Riickzahlungsverfahren

Zahlungen auf Kapital in Bezug auf die Schuldverschreibungen erfolgen an
das Clearing System oder dessen Order zur Gutschrift auf den Konten der
jeweiligen Kontoinhaber des Clearing Systems.

Rendite

[[e]%][im Fall von variabel verzinslichen Schuldverschreibungen
einfiigen: Nicht anwendbar. Es wird keine Rendite berechnet.]

[Name des gemeinsamen Vertreters: [e]]

C.10 Derivative Komponente | siehe Punkt C.9.
bei Zinszahlung Nicht anwendbar. Die Zinszahlung weist keine derivative Komponente auf.
C.11 Zulassung zum Handel [Nicht anwendbar, da ein Antrag auf Zulassung zum Handel nicht gestellt
wurde.][Geregelter Markt der Luxemburger Wertpapierbdrse (Bourse de
Luxembourg).][anderen geregelten Markt einfiigen]
Abschnitt D — Risiken
D.2 Zentrale Angaben zu | [1. Riskofaktoren beziiglich der VWLGMBH als Emittentin

den zentralen Risiken,
die dem

Der Volkswagen Konzern ist Untersuchungen und mdglichen Auswirkungen
aus den Unstimmigkeiten hinsichtlich der Dieselthematik ausgesetzt, die




- 46 -

[Emittenten][und
Garantin] eigen sind

der

einen wesentlichen negativen Einfluss flir das Geschaft sowie die Finanz-
und Ertragslage der VWLGMBH dargestellt haben und auch weiterhin
darstellen kénnten.

Eine abschwachende Konjunktur, geopolitische Spannungen und
landerspezifische Herausforderungen kdnnen negative Auswirkungen auf
das Geschéaft der VWLGMBH haben.

Die VWLGMBH als herstellergebundene Finanzierungsgesellschaft
(Captive), ist aufgrund ihres Geschaftszweckes von den Absatzzahlen des
Volkswagen Konzerns abhangig, weshalb jedes die Fahrzeugauslieferungen
des Volkswagen Konzerns negativ beeinflussende Risiko auch nachteilige
Auswirkungen auf das Geschaft der VWLGMBH haben kdnnte.

Die VWLGMBH ist strategischen Risiken ausgesetzt, die sich aus
unvorteilhaften Entscheidungen bezogen auf die Geschéftsentwicklung,
Produkte, Preisgestaltung, Investitionen in Infrastruktur oder das Personal
ergeben kénnten.

Abweichungen zwischen erwarteten und realisieten Gewinn- und
Verlustpositionen kénnen zu Ertragsrisiken der VWLGMBH fiuhren.

Falsche Produktentscheidungen im Zusammenhang mit regulatorischen
Anforderungen oder wettbewerbsfahigen Aspekten, konnten zu einer
niedrigeren Produktprofitabilitdt aufgrund unerfillter Kundenbedirfnisse,
Reputationsschaden oder Strafgeldern fihren und letztlich nachteilige
Auswirkungen auf das Gesamtgeschaft der VWLGMBH haben.

Die VWLGMBH kénnte unter Umstanden nicht in der Lage sein, mit dem
Prozess der Digitalisierung Schritt zu halten, was einen nachteiligen Einfluss
auf das Geschaft, die Finanz- und Ertragslage der VWLGMBH haben
kénnte.

Die VWLGMBH ist dem Risiko des Ausfalls von Kunden oder anderen
Vertragspartnern bzw. der Verschlechterung der Kreditwirdigkeit von
Kunden oder anderen Vertragspartnern ausgesetzt.

Ein Rickgang der Restwerte oder der Verkaufserlése zuriickgegebener
Fahrzeuge konnte eine wesentlich nachteilige Auswirkung auf das Geschaft
sowie die Finanz- und Ertragslage der VWLGMBH haben.

Die VWLGMBH ist Risikokonzentrationen ausgesetzt, u.a. bezlglich
Kontrahenten, Sicherheiten oder Ertragen, die typisch fir eine
herstellergebundene Finanzierungsgesellschaft (Captive) sind.

Die VWLGMBH ist operationellen Risiken, wie Prozess-, Personal-,
Technologierisiken und externen Risiken, ausgesetzt, die nachteilige
Auswirkungen auf ihr Geschaft haben konnten.

Eine Abhangigkeit von Dienstleistern und vereinbarten Dienstleistungen, die
unvollstéandig oder nicht erbracht werden, kénnten negative Auswirkungen
auf die Geschaftstatigkeit der VWLGMBH haben.

Die VWLGMBH ist Prozessrisiken ausgesetzt, die aus Rechtsstreitigkeiten,
behérdlichen Untersuchungen oder anderen offiziellen Verfahren mit
verschiedenen Beteiligten resultieren kdnnen.

Die VWLGMBH kénnte nicht in der Lage sein, ihre Marken / geistigen
Eigentumsrechte zu nutzen oder ihr geistiges Eigentum ausreichend zu
schitzen und kénnte fir die Verletzung von geistigen Eigentumsrechten
Dritter haftbar gemacht werden.

Zunehmende Regelungen und erhéhte Malistdbe, konnten den
Unternehmensgewinn und die Ertragslage der VWLGMBH beeinflussen.

Als Teil des VWFSAG Konzerns ist die VWLGMBH, resultierend aus der
Beaufsichtigung der Banken, dem Risiko erhohter regulatorischer Kosten
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und Einschrankungen bei den Geschéaftsaktivitaten ausgesetzt.

Die VWLGMBH hat umfassende und sich stédndig dndernde behdordliche
Regulierungsanforderungen zu erflllen, was das Risiko birgt, dass Gesetze
nicht ordnungsgemaf und effizient eingehalten werden.

Die Compliance- und Risikomanagementsysteme der VWLGMBH konnten
sich als unzureichend fiur die Pravention und Aufdeckung von Verstéfien
gegen Gesetze und Verordnungen erweisen oder kdnnten nicht in der Lage
sein, angemessene Gegenmalinahmen bezlglich aller relevanten Risiken
zu identifizieren, zu bemessen und zu ergreifen.

Die VWLGMBH ist Zinsanderungsrisiken und Fremdwahrungsrisiken
ausgesetzt.

Das Geschaft der VWLGMBH erfordert eine substanzielle Refinanzierung
und Liquiditatsversorgung. Stérungen hinsichtlich der
Refinanzierungsquellen oder des Kapitalmarktzugangs der VWLGMBH
konnten eine wesentliche, nachteilige Auswirkung auf ihre Geschéafte, ihre
Liquiditat, ihre Cash Flows sowie ihre Finanz- und Ertragslage haben.

Das Kreditrating der von der VWLGMBH begebenen
Schuldverschreibungen ist Anderungen der Kreditratings von Volkswagen
AG und VWFSAG unterworfen. Negative Anderungen des Kreditratings der
Volkswagen AG oder VWFSAG koénnten die Kreditratings der von der
VWLGMBH begebenen Schuldtitel und infolgedessen auch ihre
Finanzierungskosten sowie ihre Finanz- und Ertragslage negativ
beeinflussen.

Die VWLGMBH ist dem Risiko eines unerwarteten negativen
Stresstestergebnisses des VWFSAG Konzerns ausgesetzt.

Die VWLGMBH ist dem Risiko eines unzureichenden
Versicherungsschutzes ausgesetzt, welches sich aus hoéheren als den
erwarteten Schaden oder durch bewusst nicht versicherter Risiken ergeben
kénnte.

Steuergesetze und deren Interpretation kénnten nachteilige Auswirkungen
auf die finanzielle Lage und das Geschéaftsergebnis der VWLGMBH haben.

Die VWLGMBH koénnte durch ein Ereignis oder mehrere aufeinander
folgende Ereignisse, die Reputationsschaden hervorrufen konnten,
nachteilig beeinflusst werden.

Die VWLGMBH konnte Risiken ausgesetzt sein, die aus der mdglichen
Sicherheitenstellung gegenuber der Volkswagen Bank fur
Intergruppenkredite resultieren.

Im Zuge des derzeitigen Umstrukturierungsprojektes soll eine Trennung des
Kredit- und Einlagengeschéafts vom Nicht-Kreditgeschaft im Europaischen
Wirtschaftsraum durchgefiihrt werden. Aus dieser Trennung heraus kénnten
sich fiir die VWLGMBH diverse Risiken wie z.B. operationelle, rechtliche und
regulatorische Risiken ergeben.]

[1. Riskofaktoren beziiglich der VWFSNV als Emittentin

Der Volkswagen Konzern ist Untersuchungen und mdglichen Auswirkungen
aus den Unstimmigkeiten hinsichtlich der Dieselthematik ausgesetzt, die
einen wesentlichen negativen Einfluss fir das Geschaft sowie die Finanz-
und Ertragslage der VWFSNV dargestellt haben und auch weiterhin
darstellen kénnten.

Eine abschwachende Konjunktur, geopolitische Spannungen und
landerspezifische Herausforderungen kénnen negative Auswirkungen auf
das Geschaft der VWFSNV haben.

Der voraussichtliche Austritt GroRbritanniens aus der Europaischen Union
koénnte sich nachteilig auf die Wirtschaft in GroRbritannien, Europa und
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weltweit auswirken, insbesondere auf den britischen und die europaischen
Méarkte und koénnte somit nachteilige Auswirkungen auf das Geschaft und
die Finanz- und Ertragslage des VWFSAG Konzern haben.

Die VWFSNV ist einem strategischen Risiko ausgesetzt, das sich aus
unvorteilhaften Entscheidungen bezogen auf die Geschaftsentwicklung,
Produkte, Preisgestaltung, Investitionen in Infrastruktur oder das Personal
ergeben konnte.

Abweichungen zwischen erwarteten und realisierten Gewinn- und
Verlustpositionen kénnen zu einem Ertragsrisiko der VWFSNYV fihren.

Die VWFSNV ist dem Risiko des Ausfalls von Kreditnehmern bzw. der
Verschlechterung der Kreditwirdigkeit von Kredithehmern oder anderen
Vertragspartnern ausgesetzt.

Die VWFSNV st operationellen Risiken, wie Prozessrisiken,
Personalrisiken, IT-Risiken und externen Risiken, ausgesetzt, die nachteilige
Auswirkungen auf ihr Geschaft haben kénnen.

Eine Abhangigkeit von Dienstleistern und vereinbarten Dienstleistungen, die
unvollstéandig oder nicht erbracht werden, kénnten negative Auswirkungen
auf die Geschaftstatigkeit der VWFSN haben.

Die VWFSNV ist Prozessrisiken ausgesetzt, die aus Rechtsstreitigkeiten,
behordlichen Untersuchungen oder anderen offiziellen Verfahren mit
verschiedenen Beteiligten resultieren kdnnen.

Zunehmende Regelungen und erhohte Mafstabe koénnten den
Unternehmensgewinn und die Ertragslage der VWFSNV beeinflussen.

Als Teil des VWFSAG Konzerns ist die VWFSNV, resultierend aus der
Beaufsichtigung der Banken, dem Risiko erhohter regulatorischer Kosten
und Einschrankungen bei den Geschéaftsaktivitaten ausgesetzt.

Die VWFSNV hat umfassende und sich stdndig andernde behdrdliche
Regulierungsanforderungen zu erfiillen, was das Risiko birgt, dass Gesetze
nicht ordnungsgeman und effizient eingehalten werden.

Die Compliance- und Risikomanagementsysteme der VWFSNV konnten
sich als unzureichend fiir die Pravention und Aufdeckung von Verstéen
gegen Gesetze und Verordnungen erweisen oder kdnnten nicht in der Lage
sein, angemessene Gegenmaflnahmen beziiglich aller relevanten Risiken
zu identifizieren, zu bemessen und zu ergreifen.

Die VWFSNV ist verschiedenen Marktpreisrisiken ausgesetzt, die sich aus
dem Zinsanderungsrisiko und dem Fremdwahrungsrisiko ergeben.

Das Geschaft der VWFSNYV erfordert eine substanzielle Refinanzierung und
Liquiditatsversorgung. Stérungen hinsichtlich der Refinanzierungsquellen
oder des Kapitalmarktzugangs der VWFSNV koénnten eine wesentliche,
nachteilige Auswirkung auf ihre Geschafte, ihre Liquiditat, ihre Cash Flows
sowie ihre Finanz- und Ertragslage haben.

Negative Anderungen des Kreditratings der VWFSAG oder Volkswagen AG
sowie der von der VWFSNV begebenen Schuldtitel koénnte ihre
Refinanzierungskosten sowie ihre Finanz- und Ertragslage negativ
beeinflussen.

Die VWFSNV ist dem Risiko eines unerwarteten negativen
Stresstestergebnisses des VWFSAG Konzerns ausgesetzt.

Steuergesetze und deren Interpretation in den Niederlanden und in Landern,
in denen sich Geschéftspartner befinden, mit denen denen VWFSNV
Geschéftsbeziehungen pflegt, konnten nachteilige Auswirkungen auf die
Finanzierungskosten, die finanzielle Lage und das Geschéaftsergebnis der
VWFSNV haben.

Die VWFSNV kénnte durch ein Ereignis oder mehrere aufeinander folgende
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Ereignisse, die Reputationsschaden hervorrufen kénnten, nachteilig
beeinflusst werden.]

[1. Risikofaktoren beziiglich der VWFSAL als Emittentin

Der Volkswagen Konzern ist Untersuchungen und mdéglichen Auswirkungen
aus den Unstimmigkeiten hinsichtlich der Dieselthematik ausgesetzt, die
einen wesentlichen negativen Einfluss fir das Geschéft sowie die Finanz-
und Ertragslage der VWFSAL dargestellt haben und auch weiterhin
darstellen kdnnten.

Eine abschwédchende Konjunktur, geopolitische Spannungen und
landerspezifische Herausforderungen kénnen negative Auswirkungen auf
das Geschaft der der VWFSAG und der VWFSAL haben.

Die VWFSAL als herstellergebundene Finanzierungsgesellschaft, (Captive),
ist aufgrund ihres Geschéaftszweckes von den Absatzzahlen des
Volkswagen Konzerns abhangig, weshalb jedes die Fahrzeugauslieferungen
der Volkswagen Konzerns negativ beeinflussende Risiko auch nachteilige
Auswirkungen auf das Geschéaft der VWFSAL haben konnte.

Die VWFSAL ist strategischen Risiken ausgesetzt, die sich aus
unvorteilhaften Entscheidungen bezogen auf die Geschaftsentwicklung,
Produkte, Preisgestaltung, Investitionen in Infrastruktur oder das Personal
ergeben kdnnten.

Abweichungen zwischen erwarteten und realisierten Gewinn- und
Verlustpositionen kénnen zu Ertragsrisiken der VWFSAL fiihren.

Falsche Produktentscheidungen im Zusammenhang mit regulatorischen
Anforderungen oder wettbewerbsfahigen Aspekten, konnten zu einer
niedrigeren Produktprofitabilitdt aufgrund unerfilliter Kundenbediirfnisse,
Reputationsschaden oder Strafgeldern flihren und letztlich nachteilige
Auswirkungen auf das Gesamtgeschaft der VWFSAL haben.

Die VWFSAL konnte unter Umstanden nicht in der Lage sein, mit dem
Prozess der Digitalisierung Schritt zu halten, was einen nachteiligen Einfluss
auf das Geschaft, die Finanz- und Ertragslage der VWFSAL haben konnte.

Die VWFSAL ist dem Risiko des Ausfalls von Kunden oder anderen
Vertragspartnern bzw. der Verschlechterung der Kreditwurdigkeit von
Kunden oder anderen Vertragspartnern ausgesetzt.

Ein Rickgang der Restwerte oder der Verkaufserlése von
Leasingfahrzeugen koénnte eine wesentliche nachteilige Auswirkung auf das
Geschéft sowie die Finanz- und Ertragslage der VWFSAL haben.

Die VWFSAL ist Risikokonzentrationen ausgesetzt, u.a. beziglich
Kontrahenten, Sicherheiten oder Ertragen, die typisch fiir eine
herstellergebundene Finanzierungsgesellschaft (Captive) sind.

Die VWFSAL ist operationellen Risiken, wie Prozessrisiken, Personalrisiken,
IT-Risiken und externen Risiken, ausgesetzt, die nachteilige Auswirkungen
auf ihr Geschaft haben kdnnen.

Eine Abhangigkeit von Dienstleistern und vereinbarten Dienstleistungen, die
unvollstéandig oder nicht erbracht werden, kénnten negative Auswirkungen
auf die Geschaftstatigkeit der VWFSAL haben.

Die VWFSAL ist Prozessrisiken ausgesetzt, die aus Rechtsstreitigkeiten,
behérdlichen Untersuchungen oder anderen offiziellen Verfahren mit
verschiedenen Beteiligten resultieren kénnen.

Die VWFSAL koénnte nicht in der Lage sein, ihre Marken / geistigen
Eigentumsrechte zu nutzen oder ihr geistiges Eigentum ausreichend zu
schitzen und kénnte fir die Verletzung von geistigen Eigentumsrechten
Dritter haftbar gemacht werden.
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Zunehmende Regelungen und erhéhte Malstdbe konnten den
Unternehmensgewinn und die Ertragslage der VWFSAL beeinflussen.

Als Teil des VWFSAG Konzerns ist die VWFSAL, resultierend aus der
Beaufsichtigung der Banken, dem Risiko erhohter regulatorischer Kosten
und Einschrankungen bei den Geschéaftsaktivitaten ausgesetzt.

Die VWFSAL hat umfassende und sich stédndig &ndernde behdrdliche
Regulierungsanforderungen erfiillen, was das Risiko birgt, dass Gesetze
nicht ordnungsgemaf und effizient eingehalten werden.

Die Compliance- und Risikomanagementsysteme der VWFSAL kdnnten sich
als unzureichend fir die Pravention und Aufdeckung von Verstofien gegen
Gesetze und Verordnungen erweisen oder kdnnten nicht in der Lage sein,
angemessene Gegenmalinahmen bezliglich aller relevanten Risiken zu
identifizieren, zu bemessen und zu ergreifen.

Die VWFSAL ist einem Zinsanderungsrisiko ausgesetzt.

Das Geschaft der VWFSAL erfordert eine substanzielle Refinanzierung und
Liquiditatsversorgung. Stérungen hinsichtlich der Refinanzierungsquellen
oder des Kapitalmarktzugangs der VWFSAL konnten eine wesentliche,
nachteilige Auswirkung auf ihre Geschéfte, ihre Liquiditat, ihre Cash Flows
sowie ihre Finanz- und Ertragslage haben.

Negative Anderungen des Kreditratings der VWFSAG oder Volkswagen AG
sowie der von der VWFSAL begebenen Schuldtitel konnte ihre
Refinanzierungskosten sowie ihre Finanz- und Ertragslage negativ
beeinflussen.

Die VWFSAL ist dem Risiko eines unerwarteten negativen
Stresstestergebnisses des VWFSAG Konzerns ausgesetzt.

Die VWFSAL ist dem Risiko eines unzureichenden Versicherungsschutzes
ausgesetzt, welches sich aus héheren als den erwarteten Schaden oder
durch bewusst nicht versicherter Risiken ergeben kénnte.

Steuergesetze und deren Interpretation konnten nachteilige Auswirkungen
auf die finanzielle Lage und das Geschaftsergebnis der VWFSAL haben.

Die VWFSAL kénnte durch ein Ereignis oder mehrere aufeinander folgende
Ereignisse, die Reputationsschaden hervorrufen kénnten, nachteilig
beeinflusst werden.]

[1.]1[2.] Riskofaktoren beziiglich der VWFSAG als [Emittentin][Garantin]

Der Volkswagen Konzern ist Untersuchungen und mdéglichen Auswirkungen
aus den Unstimmigkeiten hinsichtlich der Dieselthematik ausgesetzt, die
einen wesentlichen negativen Einfluss fir das Geschéft sowie die Finanz-
und Ertragslage des VWFSAG Konzerns dargestellt haben und auch
weiterhin darstellen kdnnten.

Eine abschwédchende Konjunktur, geopolitische Spannungen und
landerspezifische Herausforderungen kénnen negative Auswirkungen auf
das Geschaft des VWFSAG Konzerns haben.

Der voraussichtliche Austritt GroRbritanniens aus der Europaischen Union
konnte sich nachteilig auf die Wirtschaft in GroRbritannien, Europa und
weltweit auswirken, insbesondere auf den britischen und die europaischen
Markte und koénnte somit nachteilige Auswirkungen auf das Geschaft und
die Finanz- und Ertragslage des VWFSAG Konzern haben.

Der VWFSAG Konzern als herstellergebundene Gruppe (Captive), ist
aufgrund ihres Geschaftszweckes von den Absatzzahlen des Volkswagen
Konzerns abhangig, weshalb jedes die Fahrzeugauslieferungen des
Volkswagen Konzerns negativ beeinflussende Risiko auch nachteilige
Auswirkungen auf das Geschaft des VWFSAG Konzerns haben kdnnte.
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Der VWFSAG Konzern ist strategischen Risiken ausgesetzt, die sich aus
unvorteilhaften Entscheidungen bezogen auf die Geschaftsentwicklung,
Produkte, Preisgestaltung, Investitionen in Infrastruktur oder das Personal
ergeben kdnnten.

Abweichungen zwischen erwarteten und realisieten Gewinn- und
Verlustpositionen kénnen zu Ertragsrisiken des VWFSAG Konzerns fiihren.

Falsche Produktentscheidungen im Zusammenhang mit regulatorischen
Anforderungen oder wettbewerbsfahigen Aspekten, konnten zu einer
niedrigeren Produktprofitabilitat aufgrund unerfillter Kundenbedirfnisse,
Reputationsschaden oder Strafgeldern fihren und letztlich nachteilige
Auswirkungen auf das Gesamtgeschaft des VWFSAG Konzerns haben.

Der VWFSAG Konzern kénnte unter Umsténden nicht in der Lage sein, mit
dem Prozess der Digitalisierung Schritt zu halten, was einen nachteiligen
Einfluss auf das Geschéaft, die Finanz- und Ertragslage des VWFSAG
Konzerns haben konnte.

Der VWFSAG Konzern ist dem Risiko des Ausfalls von Kunden oder
anderen Vertragspartnern bzw. der Verschlechterung der Kreditwurdigkeit
von Kunden oder anderen Vertragspartnern ausgesetzt.

Ein Riickgang der Restwerte oder der Verkaufserldse zurlickgegebener
Fahrzeuge koénnte eine wesentliche nachteilige Auswirkung auf das
Geschéft sowie die Finanz- und Ertragslage des VWFSAG Konzerns haben.

Der VWFSAG Konzern ist Risikokonzentrationen ausgesetzt, u.a. bezlglich
Kontrahenten, Sicherheiten oder Ertrdgen, die typisch flir eine
herstellergebundene Finanzierungsgruppe (Captive) sind.

Der VWFSAG Konzern ist operationellen Risiken, wie Prozessrisiken,
Personalrisiken, Technologie-Risiken und externen Risiken, ausgesetzt, die
nachteilige Auswirkungen auf sein Geschéaft haben kénnen.

Eine Abhangigkeit von Dienstleistern und vereinbarten Dienstleistungen, die
unvollstédndig oder nicht erbracht werden, kénnten negative Auswirkungen
auf die Geschéftstatigkeit des VWFSAG Konzerns haben.

Der VWFSAG Konzern ist Prozessrisiken ausgesetzt, die aus
Rechtsstreitigkeiten, behdrdlichen Untersuchungen oder anderen offiziellen
Verfahren mit verschiedenen Beteiligten resultieren kénnen.

Der VWFSAG Konzern kdnnte nicht in der Lage sein, seine Marken /
geistigen Eigentumsrechte zu nutzen oder sein geistiges Eigentum
ausreichend zu schitzen und koénnte fiir die Verletzung von geistigen
Eigentumsrechten Dritter haftbar gemacht werden.

Zunehmende Regelungen und erhéhte Malistdbe, einschliellich erhdhter
Eigenmittelanforderungen koénnten den Unternehmensgewinn und die
Ertragslage des VWFSAG Konzerns beeinflussen.

Der VWFSAG Konzern ist, resultierend aus der Beaufsichtigung der
Banken, dem Risiko erhohter regulatorischer Kosten und Einschrankungen
bei den Geschaftsaktivitaten ausgesetzt.

Der VWFSAG Konzern hat umfassende und sich stdndig &ndernde
behdrdliche Regulierungsanforderungen zu erfiillen, was das Risiko birgt,
dass Gesetze nicht ordnungsgeman und effizient eingehalten werden.

Die Compliance- und Risikomanagementsysteme des VWFSAG Konzerns
kénnten sich als unzureichend fiir die Pravention und Aufdeckung von
VerstolRen gegen Gesetze und Verordnungen erweisen oder kénnten nicht
in der Lage sein, angemessene Gegenmalnahmen beziglich aller
relevanten Risiken zu identifizieren, zu bemessen und zu ergreifen.

Die VWFSAG haftet gegeniber dem Bundesverband deutscher Banken
e.V., sofern dem Bundesverband Verluste dadurch entstehen wiirden, dass
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er gegenlber dem Volkswagen Bank Konzern finanzielle Unterstiitzung
leisten muss.

Der VWFSAG Konzern ist verschiedenen Marktpreisrisiken ausgesetzt, die
sich  aus dem Zinsanderungsrisiko, Fremdwahrungsrisiko  und
Bewertungsrisiken von Vermdgenswerten und Fondspreise ergeben.

Das Geschaft des VWFSAG Konzerns erfordert eine substanzielle
Refinanzierung und Liquiditatsversorgung. Stdrungen hinsichtlich der
Refinanzierungsquellen oder des Kapitalmarktzugangs des VWFSAG
Konzerns konnten eine wesentliche, nachteilige Auswirkung auf seine
Geschafte, seine Liquiditat, seine Cash Flows sowie seine Finanz- und
Ertragslage haben.

Negative Anderungen des Kreditratings der VWFSAG oder Volkswagen AG
sowie der begebenen Schuldtitel kdnnte ihre Refinanzierungskosten sowie
ihre Finanz- und Ertragslage negativ beeinflussen.

Der VWFSAG Konzern ist dem Risiko eines unerwarteten negativen
Stresstestergebnisses des VWFSAG Konzerns ausgesetzt.

Der VWFSAG Konzern ist dem Risiko eines unzureichenden
Versicherungsschutzes ausgesetzt, welches sich aus hoheren als den
erwarteten Schaden oder durch bewusst nicht versicherter Risiken ergeben
kénnte.

In Zusammenhang mit ihrem Versicherungsgeschaft ist der VWFSAG
Konzern Pramienrisiken und Reserverisiken und Risiken aufgrund von
Vermittlergeschaften ausgesetzt.

Steuergesetze und deren Interpretation kénnten nachteilige Auswirkungen
auf die finanzielle Lage und das Geschéaftsergebnis des VWFSAG Konzerns
haben.

Der VWFSAG Konzern kénnte durch ein Ereignis oder mehrere aufeinander
folgende Ereignisse, die Reputationsschaden hervorrufen konnten,
nachteilig beeinflusst werden.

Im Zuge des derzeitigen Umstrukturierungsprojektes soll eine Trennung des
Kredit- und Einlagengeschafts vom Nicht-Kreditgeschéaft im Europaischen
Wirtschaftsraum durchgeflihrt werden. Aus dieser Trennung heraus kénnten
sich fir den VWFSAG Konzern diverse Risiken wie z.B. operationelle,
rechtliche und regulatorische Risiken ergeben.

D.3

Zentrale Angaben zu
den zentralen Risiken,
die den Wertpapieren
eigen sind

Allgemeine mit den Schuldverschreibungen verbundene Risiken

Manche Schuldverschreibungen sind komplexe Finanzinstrumente.
Potenzielle Anleger sollten nicht in diese Schuldverschreibungen
investieren, wenn sie (selbst oder durch ihre Finanzberater) nicht Gber die
nétige Expertise verfiigen, um die Wertentwicklung der
Schuldverschreibungen unter den wechselnden Bedingungen, die
resultierenden Wertveranderungen der Schuldverschreibungen sowie die
Auswirkungen einer solchen Anlage auf ihr Gesamtportfolio einzuschatzen.

Die Schuldverschreibungen kdnnen gelistet oder nicht gelistet sein und es
kann keine Zusicherung gegeben werden, dass ein liquider Sekundarmarkt
fir die Schuldverschreibungen entstehen wird oder fortbestehen wird. In
einem lliquiden Markt koénnte es sein, dass ein Anleger seine
Schuldverschreibungen nicht zu jedem Zeitpunkt zu angemessenen
Marktpreisen veraufRern kann.

Der Glaubiger von Schuldverschreibungen ist dem Risiko nachteiliger
Entwicklungen der Marktpreise seiner Schuldverschreibungen ausgesetzt,
welches sich  materialisieren kann, wenn der Glaubiger seine
Schuldverschreibungen vor Endfalligkeit veraullert.

Sofern der Emittentin das Recht eingeraumt wird, die
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Schuldverschreibungen vor dem Falligkeitstag zurlickzuzahlen, ist der
Glaubiger dieser Schuldverschreibungen dem Risiko ausgesetzt, dass
infolge der vorzeitigen Rickzahlung seine Kapitalanlage eine geringere
Rendite als erwartet aufweisen und/oder der Markipreis der
Schuldverschreibungen negativ beeintrachtigt wird.

Ein Glaubiger von Schuldverschreibungen, die auf eine auslandische
Wahrung lauten, ist Wechselkursrisiken ausgesetzt, welche Auswirkungen
auf die Rendite und/oder den Ruckzahlungsbetrag der
Schuldverschreibungen haben kénnen. [Im Falle von auf Turkische Lira
lautenden Schuldverschreibungen sollten Glaubiger beachten, dass die
Emittentin infolge von Umstanden, die sich ihrer Kontrolle entziehen, nicht in
der Lage sein konnte, ihrer Pflicht zur Zahlung von Kapitalbetragen oder
Zinsen in Turkischen Lira nachzukommen. Folglich kann die Emittentin eine
solche Zahlung in U.S.-Dollar zum U.S.-Dollar-Gegenwert des auf Tirkische
Lira lautenden Betrags tatigen.]

Die Emittentin kann jederzeit, ohne Zustimmung der Glaubiger, als
Hauptschuldnerin aller Verpflichtungen aus und im Zusammenhang mit den
Schuldverschreibungen ersetzt werden.

Sollte das Schuldverschreibungsgesetz auf die Schuldverschreibungen zur
Anwendung kommen, koénnen die Emissionsbedingungen dieser
Schuldverschreibungen durch mehrheitlichen Beschluss der Glaubiger, wie
in den jeweiligen Anleihebedingungen oder im Schuldverschreibungsgesetz
vorgesehen, gedndert werden. Anleger sind daher dem Risiko ausgesetzt,
dass die anfanglichen Anleihebedingungen der Schuldverschreibungen zu
ihrem Nachteil gedndert werden.

Potenzielle Kaufer und Verkaufer der Schuldverschreibungen konnten
verpflichtet sein, gemall den Gesetzen und Bestimmungen, die in dem
Land, in dem die Schuldverschreibungen Ubertragen werden, oder in
anderen Jurisdiktionen gelten, mdglicherweise Steuern oder anderweitige
Gebuhren zahlen zu mussen.

Glaubiger von Schuldverschreibungen haben gegebenenfalls keinen
Anspruch auf einen Ausgleich flir Steuern, Abgaben, Abziige oder sonstige
Zahlungen.

Der Kauf der Schuldverschreibungen kénnte Gegenstand von rechtlichen
Beschrankungen sein, welche die Wirksamkeit des Kaufs beeintrachtigen
kénnte.

Auch wenn fir die Schuldverschreibungen eine unbedingte und
unwiderrufliche Garantie bestehen kann, kann nicht zugesichert werden,
dass die Erlése aus der Geltendmachung der Garantie ausreichen werden,
die Verpflichtungen aus den Schuldverschreibungen zu erfillen.

Im Fall von finanziellen Schwierigkeiten kann die Emittentin ein
Reorganisationsverfahren oder ein Sanierungsverfahren auf Basis des
Kreditinstitute-Reorganisationsgesetzes einleiten, die sich nachteilig auf die
Rechte der Anleger von Schuldverschreibungen auswirken kénnen. Sofern
die finanziellen Schwierigkeiten zur Insolvenz der Emittentin fihren, kénnten
Glaubiger von Schuldverschreibungen einen Teil oder ihr gesamtes
investiertes Kapital verlieren (Totalverlustrisiko).

In Verbindung mit der Richtlinie zur Sanierung und Abwicklung von
Kreditinstituten, welche in der Bundesrepublik Deutschland durch das
Gesetz zur Sanierung und Abwicklung von Instituten und Finanzgruppen
(Sanierungs- und Abwicklungsgesetz — "SAG") umgesetzt wird und welches
am 1. Januar 2015 in Kraft getreten ist, besteht, vorbehaltlich dessen, dass
keine alternativen Malnahmen, insbesondere Malnahmen des privaten
Sektors und im Fall der VWFSAG der Kapital- oder Mitteltransfer durch die
VW AG, zur Verfugung stehen, das Risiko, dass aufgrund der darin
vorgesehenen Abwicklungsinstrumente und der damit verbundenen
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Ubernahme von Verlusten, Glaubiger von Schuldverschreibungen ihr
investiertes Kapital und damit verbundene Rechte ganz oder teilweise zu
verlieren. Infolge von Anderungen an den gesetzlichen Bestimmungen der
Glaubigerrangfolge ist das Risiko, dem Bail-in-Instrument zu unterliegen, fir
Glaubiger nicht nachrangiger Schuldverschreibungen gegentber Glaubigern
anderer nicht nachrangiger Schuldtitel erhdht.

[Risiken in Bezug auf fest verzinsliche Schuldverschreibungen

[Glaubiger festverzinslicher Schuldverschreibungen sind dem Risiko eines
Kursriickgangs infolge einer Anderung des Marktzinses ausgesetzt. Es ist
moglich, dass die Rendite einer festverzinslichen Schuldverschreibung zum
Zeitpunkt der Emission negativ ist, insbesondere wenn der Zinssatz bei null
Prozent oder nahe null Prozent liegt und/oder der Emissionspreis tber 100
% des Nennbetrags liegt.]

[Glaubiger von Nullkupon-Schuldverschreibungen sind dem Risiko eines
Kursriickgangs infolge einer Anderung des Marktzinses ausgesetzt. Die
Preise von Nullkupon-Schuldverschreibungen unterliegen einer groéf3eren
Volatilitét als die Preise festverzinslicher Schuldverschreibungen und
reagieren wahrscheinlich starker auf Veranderungen des Marktzinses als
verzinsliche Schuldverschreibungen mit ahnlicher Laufzeit.]

[Risiken in Bezug auf variabel verzinsliche Schuldverschreibungen

Glaubiger variabel verzinslicher Schuldverschreibungen sind dem Risiko von
Zinsschwankungen ausgesetzt, die eine vorherige Bestimmung der Rendite
variabel verzinslicher Schuldverschreibungen unmdglich machen sowie dem
Risiko von ungewissen Zinsertrdgen. Der Marktwert strukturierter variabel
verzinslicher Schuldverschreibungen kdénnte eine gréRere Volatilitat als
herkdmmliche variabel verzinsliche Schuldverschreibungen aufweisen.

Glaubiger variabel verzinslicher Schuldverschreibungen sind dem Risiko von
Anderungen an den Referenzzinssatzen infolge der Regulierung und den
Reformbestrebungen beziiglich "Referenzwerte" ausgesetzt, die eine
wesentliche negative Auswirkung auf den Marktwert und die Rendite dieser
Schuldverschreibungen, die an einen Referenzzinssatz geknupft sind,
haben kénnen.]

[Risiken in Bezug
Schuldverschreibungen

auf fest zu variabel verzinsliche

Glaubiger von fest zu variabel verzinslichen Schuldverschreibungen sind
Risiken in Verbindung mit fest verzinslichen Schuldverschreibungen und
zusatzlich  Risiken in  Verbindung mit variabel verzinslichen
Schuldverschreibungen ausgesetzt. Als eine Konsequenz konnen die
Glaubiger einem héheren Risiko ausgesetzt sein.]

Abschnitt E — Angebot
E.2b Griinde fir das Angebot | [Der Nettoemissionserlds aus der Begebung von Schuldverschreibungen
und Verwendung der | wird fir das Kerngeschaft des VWFSAG Konzerns verwendet.][e]
Erlose, sofern nicht zur
Gewinnerzielung
E.3 Beschreibung der | [Tag der Begebung: [e]]
Angebotskonditionen [Ausgabepreis: [o]]
[Angebotsfrist: [e]]
[Weitere Angebotskonditionen sind [e].]
E.4 Bestehende Interessen, | [Nicht anwendbar. Es gibt keine solchen Interessen.]

einschlieB3lich
potentieller

[Nach Kenntnis der Emittentin bestehen bei den an der Emission beteiligten
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Interessenkonflikte

natlirlichen und/oder juristischen Personen keine Interessen, die fir das
Angebot bedeutsam sind, auler, dass bestimmte Platzeure und mit ihnen
verbundene Unternehmen Kunden von und Kreditnehmer und Kreditgeber
der Emittentin und mit ihr verbundener Unternehmen sein konnen.
Auflerdem sind bestimmte Platzeure an Investment Banking Transaktionen
und/oder Commercial Banking Transaktionen mit der Emittentin beteiligt,
oder kénnten sich in Zukunft daran beteiligen, und kénnten im gewdhnlichen
Geschéftsverkehr Dienstleistungen fiir die Emittentin und mit ihr verbundene
Unternehmen erbringen, einschlieRlich Sicherungsgeschafte und Market-
Making Aktivitdten im Zusammenhang mit den Schuldverschreibungen
und/oder anderen Wertpapieren oder Instrumenten, die von der Emittentin
oder einer ihrer verbundenen Unternehmen emittiert wurden.][e]

E.7

Schatzung der
Ausgaben, die dem
Anleger vom Emittenten
oder Anbieter in
Rechnung gestellt
werden

[Nicht anwendbar. Es gibt keine Aufwendungen, die dem Anleger von der
Emittentin oder dem Anbieter in Rechnung gestellt werden.] [Keine.]
[Einzelheiten angeben]
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Risk Factors

Risk Factors regarding Volkswagen Financial Services Aktiengesellschaft

The following is a disclosure of principal risk factors that may affect VWFSAG's ability to fulfil its obligations under
the Notes.

Prospective investors should consider all information provided in this Prospectus and should take into account
their current financial situation and their investment objectives before deciding whether to invest in the Notes.
Prospective investors are also advised to consult their own tax advisers, legal advisers, accountants or other
relevant advisers as to the risks associated with, and consequences of, the purchase, ownership and
disposition of the Notes including the effect of any laws of each country in which they are resident.

In addition, prospective investors should be aware that the described risks may result in a significant decrease
in the price of the Notes up to a total loss of interest and the invested capital.

Information relating to the diesel issue described herein with regards to Volkswagen Group is based on public
information and is subject to change. The Issuer (also acting as guarantor) has not independently verified any
such information.

Volkswagen Group is facing investigations and potential impacts out of discrepancies related to the diesel issue
that have had and may continue to have a material adverse effect on the business, financial condition and
operations of VWFSAG Group.

Introduction to the diesel issue

On 18 September 2015, the U.S. Environmental Protection Agency (the "EPA") publicly announced in a "Notice of
Violation" of the U.S. Clean Air Act that irregularities in the level of nitrogen oxide ("NOXx") emissions had been
discovered in emissions tests of certain vehicles with Volkswagen Group 2.0 liter TDI diesel engines. The EPA
alleged that Volkswagen had installed undisclosed engine management software in certain four-cylinder diesel
engines used in certain model year 2009 to 2015 vehicles to circumvent NOx emissions testing regulations in the
United States in order to comply with certification requirements. The environmental regulatory authority of
California, the California Air Resources Board ("CARB"), announced its own enforcement investigation related to
this issue as well. Following these announcements by the EPA and CARB, authorities in various jurisdictions
worldwide commenced their own investigations.

On 22 September 2015, in its ad hoc release pursuant to section 15 of the German Securities Trading Act
(Wertpapierhandelsgesetz), Volkswagen announced that discrepancies in the level of NOx emissions figures
achieved in testing and in actual road use had been identified in around 11 million Volkswagen Group vehicles
worldwide with certain types of 1.2 liter, 1.6 liter and 2.0 liter TDI diesel engines, the latter also including those
vehicles with 2.0 liter TDI diesel engines sold in the United States. This predominantly concerns type EA 189
engines and includes vehicles from the VW Passenger Cars, VW Commercial Vehicles, SEAT, SKODA and Audi
brands. The software being used in these engines enabled a test bench situation to be recognized by the vehicle
and enabled the engine control system to optimize NOx emission levels during the test cycle.

On 2 November 2015, the EPA issued an additional "Notice of Violation" of the U.S. Clean Air Act announcing
that it had determined that engine management software installed in certain vehicles with Volkswagen Group's
six-cylinder 3.0 liter TDI diesel engines contained "auxiliary emission control devices" ("AECDs") that had not
been disclosed adequately in the U.S. approval process. Also on 2 November 2015, and additionally on
25 November 2015, CARB published allegations that legal requirements for NOx emissions were circumvented
through the use of engine management software under test conditions. Approximately 113,000 3.0 liter TDI diesel
engines in vehicles from model years 2009 to 2016 of the Audi, VW Passenger Cars and Porsche brands are
affected in the United States and Canada. Audi has confirmed that at least three AECDs were inadequately
disclosed in the course of the U.S. approval process.

On 4 January 2016, the U.S. Department of Justice (the "DoJ"), on behalf of the EPA, initiated a civil lawsuit in
connection with the diesel issue related to the 2.0 liter and 3.0 liter TDI vehicles against Volkswagen AG, AUDI
AG and certain other Volkswagen Group companies, seeking statutory penalties under the U.S. Clean Air Act, as
well as certain equitable relief.

On 12 January 2016, CARB announced that it intended to seek civil fines for alleged violations by Volkswagen of
the California Health and Safety Code and various CARB regulations. The State of California, by and through
CARB and the California Attorney General, ultimately filed a lawsuit on 27 June 2016.
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Following the publication of the EPA's "Notices of Violation" of the U.S. Clean Air Act, Volkswagen AG and other
Volkswagen Group companies have been the subject of intense public and governmental scrutiny, ongoing
investigations (civil and criminal) and civil litigation worldwide.

In the United States and Canada, Volkswagen AG and other Volkswagen Group companies have received
subpoenas and inquiries from state attorneys general and other governmental authorities and are responding to
such investigations and inquiries. The DoJ also opened a criminal investigation into whether various U.S. federal
criminal offenses were committed. These investigations resulted and may further result in additional assessments
of monetary penalties and other consequences. The timing of the release of new information on the investigations
and the maximum amount of penalties that may be imposed cannot be reliably determined at present. New
information on these topics may arise at any time.

In June and December 2016 and January 2017, Volkswagen announced that Volkswagen AG, AUDI AG,
Volkswagen Group of America, Inc. and certain affiliates reached settlement agreements in the United States with
(i) the DoJd on behalf of the EPA, CARB and the California Attorney General, (ii) the U.S. Federal Trade
Commission ("FTC"), and (iii) private plaintiffs represented by a Plaintiffs’ Steering Committee (the "PSC") in a
multi-district litigation in California. The settlement agreements resolve certain civil claims in relation to affected
diesel vehicles in the United States: approximately 475,000 vehicles with four-cylinder 2.0 liter TDI diesel engines
from the Volkswagen Passenger Cars and Audi brands and around 83,000 vehicles with six-cylinder 3.0 liter TDI
diesel engines from the Volkswagen Passenger Cars, Audi and Porsche brands. In October 2016, the court finally
approved the settlement agreements in connection with the four-cylinder 2.0 liter TDI diesel engines. A number of
class members have filed appeals to a U.S. appellate court from the order approving the settlement agreements
in connection with the four-cylinder 2.0 liter TDI diesel engines. On 14 February 2017, the court granted
preliminary approval of the settlement agreements in relation to the six-cylinder 3.0 liter TDI diesel engines, which
were lodged with the court on 31 January 2017. On 17 May 2017, the court finally approved the settlement
agreements in connection with the six-cylinder 3.0 liter TDI diesel engines.

The settlement agreements with respect to the four-cylinder 2.0 liter TDI diesel engine vehicles provide affected
customers with the option of a buyback or, for leased vehicles, early lease termination, or a free emissions
modification of the vehicles, provided that EPA and CARB approve the proposed modification. To date, the
EPA/CARB have approved the modification for Generation 3 (model year 2015) vehicles and Generation 2 (model
year 2012-2014) automatic transmission diesel Passat vehicles. The settlement agreements with respect to the
six-cylinder 3.0 liter TDI diesel engine vehicles provide for: (i) a buyback or, for leased vehicles, an early lease
termination program, or a free emissions modification provided that EPA and CARB approve the modification, for
Generation 1 (model years 2009-2012) six-cylinder 3.0 liter TDI diesel engine vehicles, and (ii) a free emissions
recall and modification program (pending EPA and CARB approval) for Generation 2 (model years 2013-2016)
six-cylinder 3.0 liter TDI diesel engine vehicles. If modifications are not approved for Generation 2 six-cylinder 3.0
liter TDI diesel engine vehicles, the settlement agreements require Volkswagen to offer a buyback or, for leased
vehicles, an early lease termination for those vehicles. Volkswagen will also make additional cash payments to
affected current owners or lessees as well as certain former owners or lessees.

In addition, Volkswagen agreed to support environmental programs. Under the settlement agreements in
connection with the four-cylinder 2.0 liter TDI diesel engines, Volkswagen will pay U.S.$2.7 billion over three
years. Volkswagen will also invest in total U.S.$2.0 billion over ten years in zero emissions vehicle infrastructure
as well as corresponding access and awareness initiatives in the United States. In addition, the six-cylinder 3.0
liter TDI diesel engine vehicle settlement calls for an additional U.S.$25 million payment to CARB to support the
availability of zero emissions vehicles in California and Audi will make an additional one-time payment in the
amount of U.S.$225 million into an environmental trust, managed by a trustee appointed by the court, to offset
excess NOx emissions.

In January 2017, Volkswagen AG agreed with the United States government to resolve federal criminal liability
relating to the diesel issue. The Volkswagen Group also agreed with the United States government to resolve civil
penalties and injunctive relief under the Clean Air Act and other civil claims relating to the diesel issue. The
coordinated resolutions involve four settlements, including a plea agreement between Volkswagen AG and the
DoJ. The plea agreement is accompanied by a published Statement of Facts that lays out relevant facts and has
been acknowledged by Volkswagen AG. As part of its plea agreement, Volkswagen AG pleaded guilty on 10
March 2017 to three felony counts under United States law: conspiracy to commit fraud, obstruction of justice and
using false statements to import cars into the United States. The court accepted Volkswagen AG's guilty plea to
all three charges and sentenced the company to three years' probation on 21 April 2017. The plea agreement
provides, inter alia, for payment of a criminal fine of U.S.$2.8 billion following sentencing and the appointment of
an independent monitor for a period of three years. The independent monitor, who was appointed in April 2017,
will assess and oversee the compliance with the terms of the resolutions. This includes overseeing the
implementation of measures to further strengthen compliance, reporting and monitoring systems, including an
enhanced ethics program. Volkswagen AG, AUDI AG and other Volkswagen Group companies have further
agreed to pay a combined civil penalty of U.S.$1.45 billion (plus any accrued interest) to resolve U.S. federal
environmental and customs-related claims in the United States. Furthermore, Volkswagen AG and Volkswagen
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Group of America, Inc. have agreed to pay a separate civil penalty of U.S.$50 million (plus any accrued interest)
to the Civil Division of the DoJ to settle potential claims asserted under the Financial Institutions Reform,
Recovery and Enforcement Act ("FIRREA"). On 13 April 2017, the court entered an order approving the
settlement of these civil penalty claims. By their terms, the aforementioned settlement agreements resolve only
certain liability issues under United States law and are not intended to address any liability issues, where such
exist, under the laws or regulations of any jurisdiction outside the United States. Volkswagen continues to
cooperate in full with investigations by the DoJ into the conduct of various individuals.

Volkswagen also reached separate settlement agreements with the attorneys general of 44 U.S. states, the
District of Columbia and Puerto Rico, to resolve their existing or potential consumer protection and unfair trade
practices claims — in connection with both 2.0 liter TDI and 3.0 liter TDI vehicles in the United States — for a
settlement amount of U.S.$603 million. In addition, Volkswagen reached separate settlement agreements with the
attorneys general of 10 U.S. states to resolve their existing or potential state environmental law claims — in
connection with both 2.0 liter TDI and 3.0 liter TDI vehicles in the United States — for a settlement amount of
U.S.$157 million. Six states still have pending consumer protection and unfair trade practices claims against
Volkswagen, and 13 states have pending claims under state environmental laws. With respect to certain
consumer and environmental actions that had been removed to the federal multidistrict litigation in California, on
23 May 2017, the court granted the motions of twelve state attorneys general (Alabama, lllinois, Maryland,
Minnesota, Missouri, Montana, New Hampshire, New Mexico, Ohio, Oklahoma, Tennessee, and Vermont) to
remand their lawsuits to their respective state courts. Moreover, investigations by various U.S. regulatory and
government authorities, including in areas relating to securities, financing and tax, are ongoing.

On 30 September 2016, Volkswagen announced that it had finalized an agreement to resolve the claims of
Volkswagen-branded franchise dealers in the United States relating to the affected vehicles and other matters
asserted concerning the value of the franchise. The settlement agreement includes a cash payment of up to
U.S.$1.208 billion and additional benefits to resolve alleged past, current, and future claims of losses in franchise
value. The court approved the settlement agreement in January 2017. On 12 April 2017, the court granted the
dealer class counsel U.S.$3.1 million in attorneys' fees and costs.

In Canada, the NOx emissions limits for vehicles are the same as in the United States. Civil consumer claims and
regulatory investigations have been initiated for vehicles with 2.0 liter and 3.0 liter diesel engines. In December
2016, Volkswagen AG and other Canadian and U.S. Volkswagen Group companies reached a class action
settlement in Canada with consumers relating to 2.0 liter diesel vehicles. The settlement provides for cash
payments of up to CAD 564 million to eligible owners and lessees, and many of these affected customers will also
have the option of a free emissions modification of their vehicle if approved by regulators, or a buyback or trade-in
or — for leased vehicles — early lease termination. The class settlement was approved by the courts on 21 April
2017. Concurrently with the announcement of the class settlement in December 2016, Volkswagen Group
Canada agreed with the Commissioner of Competition in Canada to a civil resolution of its regulatory inquiry into
consumer protection issues as to 2.0 liter diesel vehicles. This resolution was reached on the basis of the class
settlement and payment of a CAD 15 million civil administrative monetary penalty. Civil consumer claims and the
Commissioner of Competition's investigation with respect to 3.0 liter diesel vehicles remain pending. Also, criminal
enforcement related investigations by the federal environmental regulator and quasi-criminal enforcement related
investigations by a provincial environmental regulator are ongoing in Canada in relation to 2.0 liter and 3.0 liter
diesel vehicles.

In addition to ongoing extensive investigations by governmental authorities in various jurisdictions worldwide (the
most significant being in Europe, the United States and South Korea), further investigations could be launched in
the future and existing investigations could be expanded. Ongoing and future investigations may result in further
legal actions being taken against Volkswagen Group or some of its employees. The diesel issue has also led to
the commencement of significant third-party litigation against Volkswagen Group worldwide. This includes
lawsuits by affected customers and dealers seeking substantial damages. Further regulatory proceedings,
product-related and investor claims could be raised in the future in various jurisdictions worldwide.

Risks resulting from the diesel issue

The results of the ongoing and any future investigations and claims may have a material adverse effect on
Volkswagen Group's and VWFSAG Group's business, financial position, results of operations and reputation, the
price of VWFSAG Group's securities and its ability to make payments under its securities. If Volkswagen Group's
and VWFSAG Group's efforts to address, manage and remediate the issues described above are not successful,
their business could suffer irreparable harm. Additionally, the diesel issue could impact or exacerbate other risks
related to VWFSAG Group described in this Prospectus.

Various repercussions could result for VWFSAG Group from the diesel issue. The uncertainty resulting from this
issue such as how end customers and dealers will behave in the future or how regulatory authorities and courts
will ultimately rule, make certain scenarios conceivable that could negatively impact the asset, financial and
operations situation of VWFSAG Group.
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It is generally the case that VWFSAG Group as sales promoter and provider of purchasing finance for
Volkswagen Group, is directly affected by decreased vehicle sales. Fewer deliveries to customers mean fewer
opportunities to market a financial product from VWFSAG Group during the sale. Consequently, reduced
business levels achieved by Volkswagen Group are likely to lead to less new business at VWFSAG Group, which
could be negatively reflected in the results of operations.

The diesel issue could result in negative effects on the reputation of the trademark VW and thus VWFSAG Group.
Reputational damage (public opinion) and possible loss of customer confidence might limit VWFSAG Group’s
current and future business opportunities and activities in financing, leasing, deposit or insurance business and
could lead to indirect or direct financial losses.

The diesel issue could have various effects on new business. The financing and leasing business for diesel
vehicles could face a general market downturn due to purchasing restraint on the part of the end customer. Such
a market downturn could manifest itself, inter alia, in declining sales and falling prices for both new and used
vehicles. Decreasing sales or prices would ultimately be reflected in lower income potential for VWFSAG Group.

Falling new and used car prices would affect VWFSAG Group at various stages. So as to be able to successfully
place leasing products and products with balloon rate and return option in the market, this could, on the one hand,
mean pressure on margins. On the other hand, the residual value risk from returned vehicles could increase since
the residual values calculated may not correspond with the current residual value assumptions for the end of the
contract. The risk of this residual value difference is partly borne by VWFSAG Group itself (direct residual value
risks) and partly by the dealers, who in turn are financed by VWFSAG Group (indirect residual value risks). As a
result, VWFSAG Group would have to maintain higher value adjustments or record direct partial write-offs against
income on its portfolio.

Another possible outcome could be that dealers run into financial difficulties. Owing to lower sales of new and
used vehicles, or sales carried out with low or (in extreme cases) no margin, due to a buying restraint of
customers caused by the uncertainties surrounding the diesel issues, dealers may not be able to generate
sufficient cash flows to meet their financial liabilities. The off-the-road time and the portfolio of vehicles in stock
could increase and the dealers would therefore no longer be able to buy new models to resell to consumers,
which would generate further pressure on the financial position of the dealers. As a result, dealer loyalty could
decline and they may utilize on financial products from other financial service providers or, at worst, completely
refrain from doing business with VWFSAG Group. Any deterioration in the creditworthiness of dealers and any
loss of sales partners would have a negative impact on the profitability and financial position of VWFSAG Group.

The enforcement of intensified or time-consuming control procedures for the launch of new vehicles could also
have a negative impact on VWFSAG Group. A tightening of control procedures could, for example, require the
subsequent installation of additional diesel features in Volkswagen Group vehicles. Both the cost of installation of
additional components and delayed regulatory approval for the market launch of any particular vehicle would have
a negative impact on sales figures, and therefore on revenues.

Changes in the legislation (inter alia any elimination or reduction of tax relief in the diesel sector) could result in a
decline in the volume and market share of the fleet business of VWFSAG Group, which is dominated by diesel
vehicles. In addition, there is a risk that, due to the diesel issue, VWFSAG Group might be listed as an
untrustworthy supplier and may no longer be able to participate in tenders or could be explicitly excluded from
them. Both of these cases would have an impact on business volume and could bring about a significant and
lasting loss of reputation in this segment.

The Volkswagen Group may also have to implement austerity programs as a result of the diesel issue, for
example by reducing or canceling its sales support for, or promotion of, financial services products. Therefore,
VWFSAG Group might be required to implement interest rate and concomitant price increases or, alternatively,
may have to bear the costs of the sales incentives. New business and/or profitability may decline as a result.

Refinancing costs also have a significant impact on the business of VWFSAG Group. The risk is that refinancing
costs will rise as a result of the diesel issue — for example due to downgrades by the rating agencies, investor
caution as a result of Volkswagen Group uncertainty, or through limited access to the money and capital market if
funding sources are not available to the full extent. The deposit business of the direct bank could also be
negatively impacted by increased cash outflows or lower cash inflows on the part of customers due to the diesel
issue. Higher refinancing costs would reduce margins and/or increase prices for customers, which in turn could
reduce the turnover of financial service products. Moreover, the diesel issue could lead to an early redemption of
asset-backed securities with respect to which Volkswagen Group vehicles with diesel engines serve as collateral.

VWFSAG Group is positioned internationally and active in many different markets. Were Volkswagen Group sales
to decline sharply in some markets as a result of the diesel issue, VWFSAG Group might have to position itself
more narrowly in these markets over the long term and, where necessary, reduce future investments. If
Volkswagen Group brands withdraw from certain markets, VWFSAG Group, as a captive subsidiary, would
possibly follow. This would reduce the earnings potential of VWFSAG Group and ultimately reduce the advantage
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of the risk-minimizing diversification through the spreading of risk by a presence in multiple markets. Any
reputational loss as a result of the diesel issue could induce joint venture partners and/or sales or commission-
based business partners in some markets to terminate their cooperation with the Volkswagen Group. This could
also lead to fewer financial services products being sold by VWFSAG Group.

VWFESAG Group could become involved in legal or regulatory proceedings specifically in relation to the diesel
issue either directly through its provision of financial services in relation to the sale of affected vehicles, or
indirectly in connection with potential claims against Volkswagen AG, other subsidiaries of the Volkswagen Group
or dealers. Governmental authorities in various jurisdictions have also commenced investigations involving certain
of VWFSAG's subsidiaries, the outcome of which is not yet certain. It cannot be excluded that governmental
authorities start investigations against VWFSAG and/or other VWFSAG'’s subsidiaries.

Finally, the European Central Bank could increase regulatory pressure on VWFSAG Group as a direct
consequence of the diesel issue. Such regulations (e.g. higher equity requirements, increased processing and
documentation costs, or additional personnel) may result in higher costs for VWFSAG Group.

Disruptions and declines in the global economy, geopolitical tensions and country specific challenges might
have negative effects on the business of VWFSAG Group.

As a globally active financial company, VWFSAG Group benefits from stable markets and a growing world
economy. A weakening of the global economy may have a negative impact on VWFSAG Group's business.
Currently, the risks to sustained global economic growth principally are structural deficits, which pose a threat to
many industrialized nations and emerging economies. As such, economic growth and developments in some
industrialized countries and emerging markets have been endangered by volatility in the financial markets and
structural deficits. In particular, high levels of public and private debt, movements from major currencies, volatile
commodity prices, political uncertainty as well as a continued lack of consumer confidence in some markets have
negatively impacted consumption, damaging the macroeconomic environment which may deteriorate further.
Additional risks to the economic environment could arise from protectionist tendencies. Stagnation or declines in
countries and regions that are major economic centers have an immediate effect on the global economy and thus
pose a key risk for VWFSAG Group's business.

In the Eurozone, the continuing economic uncertainty, including the slower than expected economic recovery,
largescale government austerity measures and tax increases, could lead to significant long-term economic
weakness and low economic growth. In particular, a sustained economic recovery is hindered by the situation of
numerous financial institutions which may still not have the stability and ability to withstand a crisis.

The growth markets of Asia, South America, and Central and Eastern Europe are particularly important in terms
of the global trend in demand for passenger cars and commercial vehicles and consequently for financing and
leasing business. Although these markets harbor considerable potential, the underlying conditions in some of the
countries in these regions make it difficult to increase sales figures there. The economic performance of some
emerging economies is being overshadowed primarily by overindebtedness, reliance on capital inflows and social
tensions. Moreover, corruption, inadequate government structures and a lack of legal certainty also pose risks.
Declines in growth in those important markets may have an immediate impact on global economic conditions.
Geopolitical tensions and conflicts are a further major risk to the performance of individual economies or regions.
Economic weakness, structural deficits and geopolitical risk have had, and may continue to have, an adverse
effect on the business, liquidity, financial condition and results of operations of VWFSAG Group.

The prospective withdrawal of the UK from the EU could adversely affect the economic conditions in UK,
Europe and globally and in particular the British and European markets and thus, may have a negative
impact on the business, financial condition and results of operations of VWFSAG Group.

A referendum on the United Kingdom's membership in the European Union was held on 23rd June 2016 and
resulted in a vote in favor of the withdrawal of the United Kingdom from the European Union (“Brexit”). The UK will
remain a member state until it reaches an agreement in relation to withdrawal from the EU (or, if earlier, the
expiration of a two year notification period following the notification of the European Council of its intention to
withdraw). The notification of the intention to withdraw was submitted on 29th March 2017 pursuant to Article 50
of the TREATY ON EUROPEAN UNION (“European Treaty”).

It is possible that the withdrawal process may last significantly longer than the two year period envisaged by the
European Treaty. In such a case the European Treaty will cease to apply for the United Kingdom and the
withdrawal will become effective unless the European Council, in agreement with the Member State concerned,
unanimously decides to extend this period. The prospective withdrawal of the UK from the EU may potentially
introduce significant new uncertainties and instability in the UK and the EU. It may also increase market volatility
and might lead to disruptions for the European and global financial markets. This may particularly affect the British
and European markets. For VWFSAG Group, there is the risk that the uncertainties might result in lower vehicle
sales due to a consumer reticence or the postponement of purchasing decisions. In addition, there is the risk that
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VWEFSAG can no longer use the European passport for its business in UK. In such a scenario VWFSAG could e.g.
apply for a permit to continue the business on the basis for non-EEA branches.

Overall, the prospective withdrawal of the UK from the EU may have a negative impact on the business, financial
condition and results of operations of VWFSAG Group.

VWFSAG Group as a captive is by nature dependent on sales by Volkswagen Group, meaning any risk
that is negatively influencing the vehicle delivery of Volkswagen Group may have adverse effects on the
business of VWFSAG Group.

VWFSAG Group as a captive finance company has a limited business model, namely the sales support of
products of the parent group. Thus, the financial success of VWFSAG Group depends largely on the success of
the Volkswagen Group. The development of vehicle deliveries to customers of Volkswagen Group is crucial and
material to the generation of new contracts for VWFSAG Group. As long as the Volkswagen Group is able to
satisfy customer needs and to comply with market standards/ requirements with its products and thus maintain or
grow its deliveries to customers, VWFSAG Group will benefit. However, due to this dependency, fewer vehicle
deliveries would also result in reduced business for VWFSAG Group.

The reason for fewer vehicle sales can be diverse, including but not limited to the following: If economic growth
does not materialize to the extent expected or if economic conditions weaken in a particular market, the
Volkswagen Group may sell fewer products in such market or obtain lower than expected prices. Additionally, a
lack of economic growth could lead to a decrease of deliveries to customers caused by intensified price
competition among automotive manufacturers.

Moreover, further legal investigations might be launched in the future and existing investigations could be
expanded. This may result in further legal actions being taken against Volkswagen Group and could have a
negative influence on customer behavior and the business of VWFSAG.

Finally, if regulatory/ political decisions (e.g. sales stops) may influence customer demand, the sales of
Volkswagen Group could be negatively influenced resulting in less business opportunities for VWFSAG Group.

Although VWFSAG Group operates different brands in numerous countries, a simultaneous and exceptionally
strong reduction of vehicle deliveries in several core markets, might result in negative volume and financial
performance for VWFSAG Group.

VWFSAG Group is exposed to strategic risks that could arise from unfavorable decisions on business
development, products, pricing, investments in infrastructure or personnel.

VWFSAG Group's management is regularly required to make strategic decisions that can have a significant
impact on its reputation, general business activities, net assets, financial position and results of operations. These
decisions can cover a broad range of issues and include, for example, decisions relating to the entry into (or exit
from) particular businesses or product lines, the pricing of products, investments into particular marketing efforts
or infrastructure (including IT infrastructure), risk management or the hiring of key personnel. Strategic risk means
the risk of a direct or indirect loss through strategic decisions which do not succeed due to errors or due to false
assumptions. Strategic risk also includes the failure to implement strategic objectives and the risks arising from
the integration/reorganisation of technical systems, personnel and corporate culture as well as the risk that the
implementation of strategic objectives may only be possible at a higher-than-expected cost.

Should a strategic risk scenario materialize, it could endanger VWFSAG Group's existence, or lead to lower
profits and could have a material adverse effect on reputation, general business activities, net assets, financial
position and results of operations of VWFSAG Group.

Deviations between expected and realized profit and loss positions may lead to earnings risks for
VWFSAG Group.

Earnings risks denote the danger of deviations between planned and realized figures of specific profit- and loss-
positions in the income statement of VWFSAG Group that are not covered by the other risk types described in this
Prospectus. This includes the risks of unexpectedly low commissions (commission risk), unexpectedly high
expenses especially for overhead (expenses risk), unrealistically high targets (in hindsight) for earnings from (new)
business volumes (sales risks), and unexpectedly low result from joint ventures / shareholdings (participation
result risk). Should any of these risks materialize, this could reduce profits and could therefore have a material
adverse effect on the business, financial condition and results of operations of VWFSAG Group.

Wrong product decisions linked to regulatory or competitive criteria could lead to lower product
profitability due to missed customer needs, reputational damage or fines and finally may have negative
effects on the overall business of VWFSAG Group.
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The primary objective of VWFSAG Group is to promote the sales of the vehicles Volkswagen Group produces
and to strengthen customer loyalty to Volkswagen Group's brands. In order to fulfill this role VWFSAG Group has
to offer products that on the one hand meet customer demands and on the other hand generate profits. Hence the
decision-making process whether or not a product is introduced, is important for the success of VWFSAG Group.
Every product decision is subject to various risks and if risks are not properly taken into account as part of the
product decision, this may generate losses in sales volume and damage VWFSAG Group and/or Volkswagen
Group's image.

Products have to comply with regulatory requirements. VWFSAG Group operates in a highly regulated
environment. A wrong product decision or erroneous product design, which violates legal or regulatory rules,
could result in regulators mistrusting the Volkswagen Group and to significant fines and reputational damage.

Furthermore, wrong advertising without the disclosure of a material condition or deceptive statement for example
about ancillary products could also affect customer loyalty and sales results.

The ability to offer financial services products that meet customer demands is the main critical success factor to
reach VWFSAG Group targets. If VWFSAG Group is unable to adapt its product offerings to meet customer
demands or if VWFSAG Group misjudges the competitive environment, this could lead to significant sales risk
with a material effect on VWFSAG Group's business and financial results. Moreover, unattractive products from
VWFSAG Group could not only affect its own sales volume but also the sales volume of Volkswagen Group,
because potential customers with financing and leasing needs may view competitors' financing offers as more
favorable and thus purchase products of competitors.

During the start-up phase of new products, the cannibalization effects (decrease in new contracts of a product
due to the introduction of another product in the same product line) has to be taken into account by calculating the
effects of the product introduction on the existing product portfolio. If VWFSAG Group does not consider this
cannibalization effects in the development of new products or makes unrealistic assumptions, this could have a
negative impact on the financial result.

VWFSAG Group may not be able to keep pace with the process of digitalisation, which may have an
adverse effect on the business, financial condition and results of operations of VWFSAG Group.

VWESAG Group is facing risks from new players entering the industry and new technologies changing the
generation and delivery of products and services. Digitalisation will have a significant and far-reaching impact for
the financial services sector.

Due to the rapidly changing environment in the digital world, the current sales and services processes will change
and new - unregulated -players will enter the financial services markets challenging established players and
business models. This entails the risk that VWFSAG Group may not be able to respond in time to challenges
posed by new players in the digital environment. This might have an adverse effect on customer relationships, as
current and future customers could turn away from VWFSAG Group and purchase products from other suppliers.

The customer expects to have access to financial information independent of time and location and to purchase
financial services products through a variety of sales channels. The greatest challenge for VWFSAG Group is to
establish the relevant processes meeting the customer needs in time.

A further risk for VWFSAG Group is that it might provide insufficient information on its online platforms. A lack of
transparency may have a negative impact on the reputation of VWFSAG Group.

VWFSAG Group takes on the challenges of digitalisation. Therefore a corresponding strategic area of activity,
“ROUTEZ2025", was integrated into the corporate strategy to identify and monitor future digital development within
VWFSAG Group’s markets. Despite these efforts, it cannot be ruled out that competitors are faster or more
innovative in implementing digital solutions, which could have a negative impact on the earnings situation of
VWFSAG Group.

VWFSAG Group is exposed to the risk that its customers or other contractual counterparties may default
or that the credit quality of its customers or other contractual counterparties may deteriorate.

The risk of counterparty default at VWFSAG Group is defined as the potential negative deviation of the actual
counterparty risk outcome from the planned one. This includes the risk of default on lease payments as well as on
repayment and interest payments of financing contracts. The deviation in outcome occurs when the actual loss
exceeds the expected loss due to changes in internal credit ratings or credit losses. Within the risk type risk of
counterparty default, VWFSAG Group distinguishes between credit risk, credit risk from intercompany loans,
counterparty risk, issuer risk (including counterparty default risk according to Solvency Il), country risk and
shareholder risk.
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Credit Risk

Credit risk concerns the risk of loss through defaults in the customer business, for example, due to non-payments
by a borrower or lessee of their obligations. The default is contingent on the inability or unwillingness of the
borrower or lessee to make payments. This includes scenarios where the contracting party makes payments late,
only partially or not at all.

Credit risks, including risks of counterparty default relating to leasing contracts, represent by far the largest
component of VWFSAG Group’s risk positions among the risks of counterparty default. They result from financing
and leasing business in the automobile business.

The quality of credit risk is influenced by, among other factors, customers’ financial strength, collateral quality,
overall demand for vehicles and general macroeconomic conditions. In order to assess the level of credit risk
VWFSAG Group uses rating- and scoring-systems, that provide the relevant departments with an objective basis
to evaluate a potential loan or lease. These assessments take into account both quantitative factors (mainly data
from annual financial statements) and qualitative factors (such as the prospects for future business growth, quality
of management and the respective customer’s payments record). Although VWFSAG Group regularly validates
the parameters and models, there can be no assurance that the calculated probabilities accurately reflect the
future developments. If, for example, an economic downturn were to lead to increased inability or unwillingness of
borrowers or lessees to repay their debts, increased write-downs and higher provisions would be required, which
in turn could adversely affect VWFSAG Group’s results of operations.

VWFSAG Group has implemented detailed procedures in order to contact delinquent customers for payment,
arrange for the repossession of unpaid vehicles and sell repossessed vehicles. However, there is still the risk that
VWFSAG Group’s assessment procedures, monitoring of credit risk, maintenance of customer account records
and repossession policies might not be sufficient to prevent negative effects for VWFSAG Group.

Further credit risks could arise if the Board of Management of VWFSAG Group would decide on a more
aggressive risk tolerance. For Instance, the acceptance policy for loan and lease contracts could be adjusted to a
riskier approach. This could lead to the situation that the credit risk would increase, but the planned income from
the additional business could not compensate the additional risk related costs. As a consequence the operational
results of VWFSAG Group could be adversely affected.

Credit Risk from intercompany loans

Credit risk from intercompany loans arises from loans of fully consolidated VWFSAG Group companies to
companies, that are part of Volkswagen Group but not fully consolidated within VWFSAG Group. The risk
represents the potential loss from the exposures including funding in case of failure of such companies, which
arises when transactions with these companies were not reduced or stopped before default. Should this risk
materialize, this could have a material adverse effect on VWFSAG Group’s financial position.

Counterparty Risk / Issuer Risk

Counterparty risk arises primarily from interbank overnight and term deposits, the entering into derivative
transactions with financial institutions (e.g. to manage interest rate risk and foreign currency exposure) as well as
the acquisition of pension fund shares for employee pensions. Issuer risks arise from the purchase of government
bonds and to a lesser extent within VWFSAG Group's subsidiary Volkswagen Versicherung AG from capital
investment.

If counterparty risks or issuer risks materialize, either by way of defaults or deterioration in the credit standing of
VWFSAG Group’s contractual counterparties or of issuers of securities in which VWFSAG Group may invest, this
could have a material adverse effect on VWFSAG Group’s net assets, financial position and results of operations.
This includes scenarios where the contracting counterparties or issuers of securities make payments late or not in
full.

Counterparty default risk according to Solvency Il is a sub risk category of the counterparty risk in VWFSAG
Group and arises out of non-performance of counterparties such as policyholders, insurance intermediaries or
especially banks and reinsurers. At VWFSAG Group, this risk primarily relates to its subsidiary Volkswagen
Versicherung AG, which enters into reinsurance agreements with various reinsurers and holds cash deposits with
various banks. Defaults by or a deterioration in the credit standing of reinsurers, retrocessionaires and banks
could have a material adverse effect on VWFSAG Group’s net assets, financial position and results of operations.

Country Risk

Country risk comprises risks in international commerce, which arise not from the contracting partner itself but due
to its location abroad. Political or economic developments as well as difficulties in the overall financial system in a
particular country may impact cross-border capital services such as transfer restrictions induced by official
measures in a foreign country such as capital controls.
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The country risk is analyzed and taken into account by VWFSAG Group, particularly with regard to refinancing
and shareholdings in foreign companies, as well as with regard to lending to customers.

Shareholder Risk and risks from Joint Ventures, Acquisitions and Equity Interests in Companies

Shareholder risks arise from contributions of capital or other receivables similar in risk to equity capital (e.g.
undisclosed contributions). They comprise economic, legal, management, integration as well as reputational risks
which may cause losses with negative effects on the carrying amount of the equity investment.

To achieve its own corporate goals, VWFSAG Group makes equity investments in other companies, principally
with an intention to hold that investment long term. The integration of acquired businesses could cause difficulties
in adapting the business culture and risk management systems. Moreover the appropriate staffing and the
managing of operations in acquired businesses or newly created entities could be problematic. The successful
implementation of a new shareholding could also be endangered or impaired through a breach of contract by a
partner or through other unforeseen events.

Target companies may be located in countries in which the underlying legal, economic, political and cultural
conditions do not correspond to those customary in the European Union, or have other national peculiarities with
which VWFSAG Group is not familiar. Moreover, in many countries and regions, planned acquisitions are subject
to a review by competition and regulatory authorities, which may impede a planned transaction.

If VWFSAG Group were to decide to divest its shareholdings or to withdraw from a joint venture, this may not be
possible for a number of reasons. It may be the case that no buyer can be found either at an acceptable price or
at all or a joint venture partner may take legal actions against potential sale.

Shareholder risk may result in a loss of market value or even loss of an equity investment which could have a
material adverse effect on VWFSAG Group's net assets, financial position and results of operations.

A decrease in the residual values or the sales proceeds of returned vehicles could have a material
adverse effect on the business, financial condition and results of operations of VWFSAG Group.

As a lessor under leasing contracts, including contracts with a balloon rate and return option for the customer,
VWFSAG Group generally bears the risk that the market value of vehicles sold at the end of the term may be
lower than the contractual residual value at the time the contract was entered into (so-called residual value risk).
VWEFSAG Group takes such differences into account in establishing provisions for the existing portfolio and in its
determination of the contractual residual values for new business.

VWFSAG Group distinguishes between direct and indirect residual value risks. If VWFSAG Group carries the
residual value risk, it is referred to as a direct residual value risk. Residual value risk is indirect when that risk has
been transferred to a third party (such as a dealer) based on a residual value guarantee. For example in Germany,
VWFSAG Group frequently enters into agreements that require dealers to repurchase vehicles, so dealers, as
residual value guarantors, would bear the residual value risk. When dealers act as the residual value guarantors,
VWESAG Group is exposed to counterparty credit risk if the dealer is financed by VWFSAG Group. If the residual
value guarantor defaults, the vehicle and also the residual value risk pass to VWFSAG Group.

The residual value risk could be influenced by many different external factors. A decline in the residual value of
used cars could be caused by initiatives to promote sales of new vehicles, which was evident during the global
financial and economic crisis when incentive programs were offered by governments (e.g. scrapping premium)
and automobile manufacturers. Among other things, VWFSAG Group was required to increase existing loss
provisioning for residual value risks. It cannot be ruled out that a similar scenario due to renewed deterioration of
the macroeconomic environment could occur in the future.

Moreover an adverse change in consumer confidence and consumer preferences could lead to higher residual
value risks for VWFSAG Group. Customers determine the demand and therefore the prices of used cars. If
customers refrain from purchasing Volkswagen Group vehicles, for example due to such vehicles' perceived poor
image or unappealing design, this could have a negative impact on residual values.

Furthermore, changes in economic conditions, government policies, exchange rates, marketing programs, the
actual or perceived quality, safety or reliability of vehicles or fuel prices could also influence the residual value risk.
For instance, current public discussions in Germany on potential political activities in sense of driving bans for
Diesel vehicles might influence the residual value risk of the relevant VWFSAG Group portfolio. Due to the fact
that customers might change their consumption behavior and refrain from buying Diesel vehicles, these bans
could have a negative impact on the corresponding market prices. For this reason the residual value risk might
increase and could materially adversely affect VWFSAG Group's net assets, financial position and results of
operations.
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Uncertainties may also exist with respect to the internal methods for calculating residual values, for example
owing to assumptions that prove to have been incorrect. Although VWFSAG Group continuously monitors used
car price trends and makes adjustments to its risk valuation, there is still the risk of using false assumptions to
assess the residual value risk.

Estimates of provisions for residual value risks may be less than the amounts actually required to be paid due to
misjudgments of initial residual value forecasts or changes in market or regulatory conditions. Such a potential
shortfall may have a material adverse effect on VWFSAG Group's business activities, net assets, financial
position and results of operations.

VWFSAG Group is exposed to concentrations of risk, such as counterparties, collateral or income that
are typical for a captive finance company.

Risk concentrations can arise to various degrees due to VWFSAG Group’s business model, which focuses on
promoting sales of the various Volkswagen Group brands.

Concentrations of counterparties are currently insignificant for VWFSAG Group because a large part of the
lending business deals with small (retail) loans. Due to the business model of VWFSAG Group, inter alia to
refinance business activities of companies which are not fully consolidated in VWFSAG Group, risk
concentrations in terms of intercompany loans might arise. Risk from those intercompany loans is monitored on
an individual basis as well as on portfolio level. VWFSAG Group’s business is concentrated in the German market,
however, strives for broad, international diversification. Hence, the customer and asset class structure may
change in the future and therefore concentrations of counterparties could arise. Industry concentrations in the
dealer business are inherent to a captive finance company.

Concentrations of collateral exist for VWFSAG Group, because vehicles are the predominant type of collateral.
Risks from concentrations of collateral can arise if negative price movements in the overall used car markets or
especially in Volkswagen Group’s brands reduce proceeds from the disposal of collateral and, as a result, cause
a decline in the value of collateral. Since VWFSAG Group promotes sales of various Volkswagen Group brands
and their different vehicles the risk of synchronous price movements cannot be neglected completely.

A concentration of income arises due to VWFSAG Group’s business model. The particular role as a sales
promoter for the Volkswagen Group gives rise to dependencies that directly affect the development of income.

The occurrence of risk concentrations could adversely affect VWFSAG Group’s net assets, financial position and
results of operations.

VWFSAG Group is exposed to operational risks, such as process risks, personnel risks, technology risks
and external risks that could have negative effects on its business.

Operational risk at VWFSAG Group is defined as the threat of losses that arise from the inappropriateness or
failure of internal processes (process risks), people (personnel risks), systems (technology risks, e.g. IT risks) or
external factors (external risks, e.g. terror attacks). This definition includes legal risks.

VWFSAG Group relies on internal and external information and technological systems to manage its operations
and as a result is subject to potential losses from breaches of security or laws, system or control failures,
inadequate or failed processes, human error, business interruptions and external events etc. Any of these events
could have a material adverse effect on business operations, increase the risk of loss resulting from disruptions of
normal operating procedures, cause considerable information retrieval and verification costs, and potentially result
in financial losses or other damage, including damage to VWFSAG Group’s reputation.

Operational risks are increasingly important due to the rising complexity of the banking industry, the growing
speed of innovation as well as the increased use of new technology in the banking business.

Process Risks

The efficient, day-to-day performance of the business of VWFSAG Group relies heavily on a large number of
internal processes, for example on credit or leasing approval processes as well as regulatory reporting processes.
Any missing, outdated or defective processes as well as critical flaws in processes or failure by VWFSAG Group's
employees to properly follow process related instructions can expose VWFSAG Group to significant risks and
could have a material adverse effect on its business, financial condition and results of operations.

Personnel Risks

Risks relating to VWFSAG Group’s employees are described as personnel risk. The individual skills and technical
expertise of VWFSAG Group's employees are a major factor contributing to VWFSAG Group’s success. If
VWFSAG Group looses experienced employees due to turnover, targeted recruiting or retirements, this may lead
to a significant drain on VWFSAG Group's know-how.
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Because of demographic developments VWFSAG Group has to cope with changes relating to an aging workforce
and has to secure a sufficient number of qualified young persons with the potential to become the next generation
of highly skilled specialists and executives.

Competition for qualified personnel is increasing and if VWFSAG Group fails to retain qualified personnel to the
necessary extent, or if it fails to add additional qualified personnel or to continue to train existing personnel,
VWFSAG Group may not reach its strategic and economic objectives.

In addition, unintended errors, unauthorized actions or wrong decisions may lead to significant competitive
disadvantages.

Technology Risks

A functioning and secure IT is essential for the ongoing business and thus for the success of VWFSAG Group. In
order to satisfy the requirements related to international financial services, VWFSAG Group operates
comprehensive and complex IT systems. A group-wide harmonization of various IT systems and data centers of
VWFSAG Group with those of third parties connected thereto constitutes a great challenge in regard to creating a
uniform IT architecture. This is, among other things, due to the size, complexity and international nature of
VWFSAG Group. In a centralized and standardized IT environment, there is a risk of excessive dependence on a
single system or a single data center. In that case, a system failure could have serious consequences for
VWFSAG Group. However, a lack of standardization in the data centers bears risks concerning the security and
availability of IT systems, i.e. the operation ability in an emergency. Failure to create a uniform IT architecture
across the company subjects it to risks inherent in a non-uniform IT system, such as compatibility issues for both
hardware and software or the necessity to train personnel for different systems.

Additionally, numerous essential functional processes in the banking, insurance and leasing business depend on
computer-controlled applications and cannot be carried out without properly functioning IT systems and IT
infrastructure. Malfunctions or errors in internal or external IT systems and networks, including potential outside
intrusions by hackers or computer viruses, software or hardware errors and violations of data integrity could have
adverse effects on the operations of VWFSAG Group. Further risks such as modern industrial espionage and
targeted attacks as well as the possibility of insider attacks challenge the availability, confidentiality, integrity,
authenticity and traceability of systems and data at VWFSAG Group.

Furthermore, regular or event-driven updates are required for many of VWFSAG Group’s IT systems in order to
meet increasingly complex business and regulatory requirements. Some of the IT-systems used by VWFSAG
Group are no longer supported by their vendors or updates are delivered incorrectly or with a delay respectively.
IT system downtime, interruptions, functional deficits or security flaws may significantly adversely affect customer
and business partner relationships, accounting and business processes and hence result in significant expenses
for data restoration and verification. Among other things, IT incidents or malicious attacks on mobile online
services directly affect customers and may attract negative media attention.

VWFSAG Group collects, processes and uses confidential employee-, customer-, brand- and dealer data, for
example in the areas of human resources or direct banking. In this regard, VWFSAG Group must comply with
applicable data protection laws in order to prevent the abuse of personal or contractual data. Violations of such
laws may damage VWFSAG Group's reputation, constitute administrative offenses or criminal acts and lead to
damages claims and fines as well as business interruptions.

VWFSAG Group carries out several national and international, partially cross-company IT projects with the aim to
further develop and extend the product range also under the use of new technologies. Insufficient project
management can lead to delayed project realizations or reduced targets and revenues. In connection with
external procurement of capacities, risk with a view to internal know-how can arise.

VWESAG Group coverage may not be adequate to cover all the costs related to IT risks. Any failure to prevent
such IT risks could subject VWFSAG Group to liability, decrease VWFSAG Group’s profitability and damage its
reputation.

External Risks

The occurrence of catastrophic or unforeseen events (so called external risks), including natural disasters,
terrorist attacks, the emergence of a pandemic, strike, fire or other widespread emergency could create economic
and financial disruptions, lead to operational difficulties (including travel limitations or relocation of affected
employees) that could have an adverse effect on VWFSAG Group’s financial condition and results of operations.

Dependency on service providers and on contracted services that may be rendered incompletely or not at
all could have negative effects on the business operations of VWFSAG Group.

As part of its operative activities, VWFSAG Group uses the support of external service providers. Generally, the
selection and cooperation with external service providers is regulated by instructions and processes of VWFSAG
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Group. In connection with external service providers, there are risks that cannot be excluded despite minimizing
risk targets and instruments.

VWFSAG Group faces the risk that the contracted services are not rendered in full or not at all. This could cause
an increased financial burden to purchase the services in the required scope, time and quality. In exceptional
cases, an external service provider could terminate business operations abruptly or with a short lead time, for
example due to insolvency or disaster scenarios. Finally, the aforementioned risks could result in VWFSAG Group
providing services to its stakeholders with delay, in lower quality or not at all. These risks may financially affect
VWFSAG Group.

VWFSAG Group is exposed to litigation risks that may result from legal disputes, governmental
investigations or other official proceedings with various stakeholders.

In the course of its operating activities, VWFSAG Group could become subject to legal disputes, governmental
investigations or other official proceedings in Germany as well as abroad. In particular, but not limited to the
following scenarios, such proceedings may be initiated by relevant authorities, suppliers, dealers, customers,
employees, or investors and could relate to, inter alia, legal and regulatory requirements, competition issues,
ethical issues, money laundering laws, data protection laws, non-compliance with civil law and information
security policies. For the companies involved, these proceedings may result in payments, regulatory sanctions or
other obligations. Complaints brought by suppliers, dealers, investors or other third parties may also result in
significant costs, risks or damages for VWFSAG Group. There may be investigations by governmental authorities
into circumstances of which VWFSAG Group is currently not aware, or which have already arisen or will arise in
the future, including in relation to alleged violations of supervisory law, competition law or criminal law.

Furthermore, VWFSAG Group must comply with consumer credit regulations adopted in European and other
countries. Any violation of compliance with these laws could result in claims from a large number of customers
and could have a materially adverse effect on VWFSAG Group’s business operations and financial condition

As an automotive manufacturer-associated provider of financial services, VWFSAG Group enters into finance and
lease contracts of Volkswagen Group vehicles with retail and corporate customers. As such, VWFSAG Group is
dependent on the sale and quality of Volkswagen Group vehicles. Any irregularities of these vehicles might affect
VWFSAG Group’s business, in particular since in various jurisdictions the sale contracts of the manufacturer or
dealer on the one hand and finance or lease contracts of the financial services provider on the other hand are
considered to be linked with each other.

Litigation is inherently uncertain and VWFSAG Group could experience significant adverse results regardless of
the merits of any alleged claims or outcomes of proceedings in which it is directly or indirectly involved. In addition,
adverse publicity relating to allegations involving VWFSAG Group or the Volkswagen Group may cause
significant reputational harm that could have a material adverse effect on VWFSAG Group.

Any of the foregoing could have a material adverse effect on VWFSAG Group’s business, financial position,
results of operations and its reputation.

VWFSAG Group may not be able to use its trademarks/ intellectual property rights or to adequately
protect its intellectual property and could be liable for infringement of third-party intellectual property.

VWFSAG Group is using trademarks and other intellectual property rights owned by the Volkswagen Group,
which are of essential importance to VWFSAG Group’s business success. If such rights were challenged and
Volkswagen Group manufacturer is not able to secure such rights in the future, VWFSAG Group may not be
allowed to use these trademarks or intellectual property rights, which might adversely affect its general business
activities, net assets, financial position and results of operations.

VWFSAG Group owns a number of trademarks, patent applications and other intellectual property rights. Despite
ownership of these rights, VWFSAG Group may not be able to enforce claims against third parties to the extent
required or desired. VWFSAG Group's intellectual property rights may be challenged and VWFSAG Group may
not be able to secure such rights in the future. Furthermore, third parties may violate VWFSAG Group's
intellectual property rights and VWFSAG Group may not be able to prevent such violations for legal or factual
reasons.

VWESAG Group may also infringe patents, trademarks or other third-party rights or may not have validly acquired
service inventions. Moreover, VWFSAG Group may not obtain all licenses necessary for carrying on its business
successfully in the future. If VWFSAG Group is alleged or determined to have violated third-party intellectual
property rights, it may have to pay damages or may be barred from marketing certain products. VWFSAG Group
could also face costly litigation.

Increased regulations and measures, including increased capital requirements could affect business
profitability and results of operations of VWFSAG Group.
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As a response to the crisis in the financial markets during the global financial crisis, most jurisdictions have
imposed increased regulations and implemented measures designed to prevent future financial crises or diminish
their effects. Such implemented or planned regulations and measures may lead to additional costs, materially
affecting the business, results of operations and profitability of VWFSAG Group. To prevent a future financial
crisis, legislators may decide on additional charges and taxes, for example the introduction of taxes on financial
market transactions. Any such new rules may have a negative impact on the net assets, financial position and
results of operations of VWFSAG Group.

VWESAG Group is subject to regulation and supervision in the countries in which it operates. These supervisory
bodies have broad jurisdiction over many aspects of VWFSAG Group’s operations, including capital adequacy
requirements, marketing and selling practices, licensing and terms of business. Any changes in the regulatory
framework and its applications, or any further implementation of new requirements for financial institutions and
banks, may have a material effect on the business and operations of VWFSAG Group. Each of VWFSAG Group’s
operations also faces the risk that the relevant supervisory body may find it has failed to comply with applicable
regulations and any such regulatory proceedings could result in adverse publicity for, or negative perceptions
regarding, such supervised entity, which could reflect on VWFSAG Group. In addition, any significant regulatory
action against a member of VWFSAG Group could have a material adverse effect on its business results.

Furthermore, VWFSAG Group must comply with consumer credit regulations adopted in European and other
countries. The costs of complying with these laws and regulations, as well as with any additional regulation, could
affect the conduct of VWFSAG Group’s business and negatively affect its financial condition. Any violation of
compliance with these laws could have a materially adverse effect on VWFSAG Group’s business operations and
financial condition.

VWFSAG Group is exposed to the risk of higher regulatory costs and reduced levels of activities resulting
from the supervision of banks.

EU institutions have created a single supervisory mechanism for the supervision of banks and other credit
institutions (“SSM”) for a number of EU member states, including Germany. Under the SSM, the ECB has been
given specific tasks related to financial stability and banking supervision. Within the SSM, the ECB directly
supervises significant banking groups in the Euro area, including VWFSAG Group.

Furthermore, EU institutions have established a single resolution mechanism (the “SRM”) forming part of the EU’s
strategy to establish a European banking union. Under the SRM, a single resolution process applies to all banks
established in EU member states that are participating in the SSM (that is, all member states in the Eurozone on
a mandatory basis and other member states participating in the SSM on a voluntary basis). Within the SRM,
VWFSAG Group is obliged to contribute to a joint bank resolution fund for all members of the banking union.

The SRM Regulation is closely connected with the Bank Recovery and Resolution Directive (“BRRD”) which has
been implemented into German law by the Restructuring and Resolution Act (Sanierungs- und
Abwicklungsgesetz — “SAG”).

The implementation of such regulatory changes has already resulted in higher costs and future implementation of
further changes may continue to increase the cost of compliance as well as other costs for VWFSAG Group.
Moreover, depending on the type of regulatory changes, the regulatory aspects could also lead to reduced levels
of activity. Both, increasing costs of compliance and reduced levels of activities might have an adverse effect on
VWFSAG Group’s business, financial condition and results of operations.

VWFSAG Group has to comply with comprehensive and constantly changing government regulations
which bears the risk that laws are not being adhered to properly or efficiently.

Compliance with law is a basic precondition for the success of VWFSAG Group. The growing international scale
of VWFSAG Group’s business operations as well as the increasing number and complexity of legal regulations
increase the risk that legal requirements are violated, either because they are not known or because they are not
fully understood. VWFSAG Group has established a compliance system to make sure that all representatives,
managers and employees act within the legal requirements in each jurisdiction in which VWFSAG Group operates.
However, there remains a risk that representatives, managers or employees do not act in compliance with
applicable laws. A violation of applicable law could lead to the imposition of penalties, liabilities, additional
compliance costs, restrictions on or revocations of VWFSAG Group’s permits and licenses, restrictions on or
prohibitions of business operations and other adverse consequences.

VWFSAG Group believes that it maintains all material licenses and permits required for the current operations
and that it is in substantial compliance with all applicable regulations. However, there can be no assurance, that
VWFSAG Group will be able to maintain all required licenses and permits, and the failure to satisfy those and
other regulatory requirements could have a material adverse effect on its operations. Further, the adoption of
additional, or the revision of existing, rules and regulations could have a material adverse effect on VWFSAG
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Group’s business. Costs of compliance with applicable laws are considerable and such costs are likely to in-
crease further in the future. Such costs can affect operating results. Compliance also requires forms, processes,
procedures, controls and the infrastructure to support these requirements. The failure to comply could result in
significant statutory civil and criminal penalties, monetary damages, legal fees and costs, possible revocation of
licenses and damage to reputation, brand and valued customer relationships.

The compliance and risk management systems of VWFSAG Group may prove to be inadequate to prevent
and discover breaches of laws and regulations or might not be able to identify, measure and take
appropriate countermeasures against all relevant risks.

In connection with its worldwide business operations, VWFSAG Group must comply with a range of legislative
and regulatory requirements in a number of countries. VWFSAG Group has a compliance and risk management
system that supports VWFSAG Group’s operational business processes, helps to ensure compliance with
legislative and regulatory provisions and, where necessary, initiates appropriate countermeasures.

Members of VWFSAG Group governing bodies, employees, authorized representatives or agents may violate
applicable laws, regulatory requirements, internal standards and procedures. VWFSAG Group may not be able to
identify such violations, evaluate them correctly or take appropriate countermeasures. Furthermore, VWFSAG
Group’s compliance and risk management systems may not be appropriate to its size, complexity and
geographical diversification and may fail for various reasons. In addition, on the basis of experience, VWFSAG
Group cannot rule out that, for example in contract negotiations connected with business initiation, members of
VWFSAG Group’s governing bodies, employees, authorized representatives or agents have accepted, granted or
promised advantages for themselves, VWFSAG Group or third parties, have applied comparable unfair business
practices, or continue to do so. VWFSAG Group’s compliance and risk management system may not be sufficient
to prevent such actions.

The occurrence of these risks may result in a reputational loss and various adverse legal consequences, such as
the imposition of fines and penalties on VWFSAG Group or members of its governing bodies or employees, or the
assertion of damages claims. VWFSAG Group is particularly exposed to these risks with respect to its minority
interests and joint ventures, as well as its listed subsidiaries, for which it is difficult to fully integrate these entities
into VWFSAG Group’s compliance and risk management system.

If any of these risks were to materialize, this could have a material adverse effect on VWFSAG Group’s business,
net assets, financial condition and results of operations.

VWFSAG is liable to the Bundesverband deutscher Banken e.V. (Association of German Banks) if the
latter incurs losses as a result of having provided assistance to Volkswagen Bank.

Volkswagen Bank GmbH is a member of the Deposit Protection Fund of the Association of German Banks. Under
the by-laws of the Association's Deposit Protection Fund, VWFSAG, Volkswagen AG and Porsche Automobil
Holding SE have provided a declaration of indemnity for Volkswagen Bank GmbH. Under this declaration, they
have agreed to hold the Association of German Banks harmless from any losses it incurs resulting from
assistance provided to Volkswagen Bank GmbH. The Deposit Protection Fund in principle protects all non-bank
deposits, that is, deposits of private individuals, commercial enterprises and public-sector entities. These
circumstances may have a material adverse effect on VWFSAG Group’s general business activities and net
assets, financial position and results of operations. Moreover, any rescue measures taken by the Deposit
Protection Fund may result in a reputational damage.

VWFSAG Group is exposed to various market risks, which consist of interest rate risk, foreign currency
risk as well as fund and asset price risk.

In the course of VWFSAG Group’s regular business activities, financial risks may arise from changes in interest
rates, exchange rates or fund and asset prices.

Interest Rate Risk
Interest rate risk consists of potential losses from changes in market rates. It arises from non-matching interest
periods of a portfolio’s assets and liabilities. Interest rate risks are incurred in the banking book of VWFSAG
Group. The consequences of unforeseen interest rate changes mainly comprise interest rate losses due to a
potential mismatch between primarily long-term fixed interest rates on the asset side and short-term interest rates
on the liability side.

Foreign Currency Risk

Currency risks arise in connection with deviations from numerical inconsistencies between foreign currency items
shown in assets and in liabilities. In individual cases, open currency items are conceivable. The functional
currency and reporting currency of VWFSAG Group is the Euro. However, because VWFSAG Group operates in
many countries outside the Eurozone, it has substantial assets, liabilities, revenues and costs denominated in
currencies other than the Euro. This leads to an exposure to exchange rate volatility as a result of potential
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mismatches between the currencies in which assets and liabilities are denominated and as a result of the
exchange rate and/or evaluation effect on reported earnings, equity and other financial parameters. If foreign
currency risks would materialize, substantial losses in all positions affected by foreign currencies could occur.

VWFSAG Group’s hedge-accounting strategy towards interest rate and foreign currency risks may turn out to be
ineffective, in respect to IFRS accounting. This could lead to volatility in the P&L statements. VWFSAG Group
hedges interest rate risks, where appropriate in combination with currency risks, and risks arising from
fluctuations in the value of financial instruments by means of interest rate swaps, cross-currency interest rate
swaps and other interest rate contracts with matching amounts and maturity dates. This also applies to financing
arrangements within the Volkswagen Group. In addition VWFSAG Group hedges certain foreign currency risks
using hedging instruments, which include currency forwards and cross-currency swaps.

VWFSAG Group utilizes a range of instruments and strategies to hedge these risks. If these instruments and
strategies prove to be partly or entirely ineffective, VWFSAG Group may sustain losses out of unhedged positions
that were actually intended to have been hedged.

It cannot be ruled out that these risks are unsuccessfully, not adequately or not fully hedged and thus leave an
exposure to fluctuations in prices which could have a significant adverse effect on the financial situation of
VWFSAG Group.

Fund and Asset Price Risk

Fund and asset price risks arise from possible changes in market prices and represent the risk that holdings may
lose value and therefore may cause losses. VWFSAG Group incurs fund price risks in connection with the fund-
based pension plan for its employees (pension fund). Additional market price risks may arise indirectly from
investments in securities of VWFSAG's subsidiary Volkswagen Versicherung AG and from securities held by
VWESAG Group as liquidity reserve.

The business of VWFSAG Group requires substantial funding and liquidity, and disruption in VWFSAG
Group’s funding sources or access to the capital markets could have a material adverse effect on its
business, liquidity, cash flows, financial condition and results of operations.

Liquidity risk refers to the risk that due payment obligations cannot be met in full or in a timely manner, or - in the
case of a liquidity crisis - that refinancing instruments can only be obtained at higher market rates or not at all or
assets can only be sold at a discount to market prices. Therefore, liquidity risk describes the risk that required
funding cannot be obtained, or can only be obtained at higher costs. It applies to payment obligations arising from
the existing portfolio as well as liquidity needs for future business.

VWFSAG Group’s continued operations require access to significant amounts of funding. VWFSAG Group carries
out refinancing separately from Volkswagen Group’s liquidity holdings. Nevertheless, VWFSAG Group regularly
receives substantial amounts of funding from Volkswagen Group. Therefore, VWFSAG Group is materially
dependent on Volkswagen Group’s liquidity situation.

Historically, VWFSAG Group has mainly satisfied its funding requirements through the issuance of short and long-
term debt securities out of money market and capital market programs, bank loans, operating cash flows, retail
and corporate deposits, central bank facilities and the securitization of lease and loan receivables including
residual values. Therefore VWFSAG Group is dependent on continued access to these funding sources.
VWFSAG Group seeks to ensure that it remains solvent at all times by holding sufficient liquidity reserves through
credit lines, securities, cash reserves and the collateral deposit account with the European Central Bank.

The diverse access to funding sources may be limited in the future by potential market or regulatory changes in
the banking sector. Due to its ongoing funding needs, VWFSAG Group is also exposed to liquidity risk in the
event of prolonged closure of debt or credit markets. The use of committed and uncommitted credit lines with
banks to cover liquidity needs depends on the willingness and ability of banks to provide these facilities. VWFSAG
Group relies to a certain degree on the ability to transfer finance and lease assets to newly formed or existing
securitization trusts and special purpose vehicles and to sell securities in the asset-backed securities market to
generate cash proceeds for repayment of due debt and to grow business.

There can be no assurance that VWFSAG Group’s current financing arrangements will provide it with sufficient
liquidity under various market and economic scenarios. Deposits are subject to fluctuation due to certain factors,
such as a loss of confidence or increasing competitive pressures, which could result in a significant outflow of
deposits within a short period of time. Furthermore, these deposits typically have a shorter contractual maturity
(“on-demand”) but are partially considered as stable for a longer term. Should customers withdraw their deposits
at a higher rate than anticipated, the bank subsidiaries in particular and VWFSAG Group in general could be
exposed to liquidity risk.
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A substantial and unexpected withdrawal of bank deposits, a deterioration of the situation on the money and
capital markets, a loss of reputation or a decrease in VWFSAG Group’s creditworthiness could greatly undermine
VWFSAG Group's ability to refinance itself. Even if its assets and available funding arrangements provide
VWFSAG Group with sufficient liquidity, its costs of funding could increase.

If these sources of funding are not available on a regular basis for any reason, including the occurrence of events
of default, deterioration in loss experience on the collateral, breach of financial covenants or portfolio and pool
performance measures, disruption of the asset-backed market or otherwise, VWFSAG Group would be required
to revise the scale of its business which would have a material adverse effect on its financial position, liquidity and
results of operations. In an adverse scenario the inability to service due debt could potentially lead to insolvency.

VWFSAG Group'’s liquidity and long-term viability depend on many factors including its ability to successfully raise
capital and secure appropriate financing. Under current regulations, VWFSAG Group is required to maintain
sufficient capital to comply with capital adequacy ratios. In addition, under the European Capital Requirement
Regulation (CRR), VWFSAG Group has to fulfill certain liquidity ratios which may affect the type and amount of
high-quality liquid assets VWFSAG Group is required to maintain. Some of these high-quality liquid assets might
have an effect on capital requirements. In addition, VWFSAG Group is significantly affected by the policies of
national governments and EU institutions, such as the European Central Bank, which influences and ensures the
money and credit supply in the Eurozone.

VWFSAG's subsidiaries are regularly using liquidity from central bank facilities. They are holding a considerable
amount of securities as liquidity reserve for rediscount at those institutions, especially at the European Central
Bank. Changes in policies by the European Central Bank and/or other relevant institutions, including as to the
types of collateral available for European Central Bank funding or special legislation by national governments, are
beyond VWFSAG Group's control, may be difficult to predict and could adversely affect VWFSAG Group’s
liquidity, financial condition and results of operations.

Negative changes to VWFSAG’s or Volkswagen AG’s credit rating and negative changes to credit ratings
of securities issued could adversely affect its funding costs, financial condition and results of operation.

VWFSAG is a wholly-owned subsidiary of Volkswagen AG. Due to the strong strategic and economic interlinkage
between these two companies, the credit rating of VWFSAG and the credit rating of securities issued by
VWFSAG remain strongly dependent on the economic development and on the credit rating of Volkswagen AG.

VWESAG Group’s refinancing opportunities may be adversely affected by a rating downgrade or a rating
withdrawal of any of VWFSAG’s credit ratings, which includes transactions ratings. For example, if VWFSAG’s
credit ratings worsen, the demand from money and capital market participants for securities issued by VWFSAG
Group or guaranteed by VWFSAG and thus the access to these funding sources may be negatively affected.
Additionally, a rating downgrade could adversely impact the rates of interest VWFSAG Group has to pay. This
could also have a similar impact on other funding sources, such as credit lines and ABS transactions.

Furthermore, a credit rating may not correctly reflect the potential impact of solvency risks of VWFSAG Group.
The rating agencies that currently or in the future, assign a rating to VWFSAG may change their assessment
criteria. This could result in a rating action, which is based on such criteria change, but need not necessarily be
related to a deterioration or improvement of the solvency of VWFSAG Group as such.

VWFSAG Group is exposed to the risk of unexpected negative stress test results.

VWFSAG Group is subject to stress test exercises initiated and/or conducted by its financial regulatory authority,
i.e. the European Central Bank and/or any other competent authority (e.g. Bundesanstalt flr
Finanzdienstleistungsaufsicht, Deutsche Bundesbank and/or the European Banking Authority). VWFSAG Group’s
results of operations may be adversely affected if VWFSAG Group or any of the financial institutions with whom
VWFSAG Group conducts business receives negative results on such stress tests.

If VWFSAG Group’s regulatory capital was to fall below the expected variation within the stress test period,
remedial action may be required to be taken by VWFSAG Group, including potentially requirements to strengthen
the capital situation and/or other supervisory interventions.

Furthermore, the publication of the results of a stress test, its evaluation by financial market participants or the
market’'s general impression that a stress test is not strict enough could have a negative impact on VWFSAG
Group’s reputation or its ability to refinance itself as well as increase VWFSAG Group’s costs of funding or require
remedial actions. These risks could have a material adverse effect on VWFSAG Group’s business, results of
operations or financial condition.

VWFSAG Group is exposed to the risk of insufficient insurance coverage that may arise due to higher
than expected damages or intentionally uninsured risks.
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VWFSAG Group has obtained insurance coverage in relation to a number of risks associated with its business
activities under Volkswagen Group insurances that are subject to standard exclusions, such as willful misconduct.
Where the risks arising from legal disputes and investigations can be assessed, are transparent and economically
reasonable, adequate insurance cover is taken out for these risks and appropriate provisions are recognized for
the remaining identifiable risks.

However, as some risks cannot be identified or can only be assessed to a limited extent, there is a risk that losses
or damages occur which are not covered by insurance and/or provisions. In addition, there are risks left
intentionally uninsured based on VWFSAG Group’s cost benefit analysis and VWFSAG Group therefore has no
insurance against these events. As a result, if VWFSAG Group sustains damages for which there is no or
insufficient insurance coverage or encounters restrictions on insurance coverage, the above-described risks may
have a material adverse effect on VWFSAG Group’s general business activities, net assets, financial position and
results of operations.

In relation to its insurance business VWFSAG Group faces premium and reserve risks and risks due to
brokerage business.

Risks from acting as / holding a share in an insurance company

With effect as of 1 January 2016, the European regulatory insurance framework known as Solvency Il became
effective and was applied throughout the EU. As a consequence insurance undertakings have to assess their own
risks in @ more detailed manner and have to cover them with eligible own funds. The additional capital
requirements set forth in Solvency Il may adversely affect the insurance business by increasing the costs of and
decreasing the returns of the insurance business, which could have a material adverse effect on VWFSAG
Group’s business, financial condition and results of operations.

The risk assessment within VWFSAG Group identified the premium and reserve risk as the most relevant risk
within the insurance business. The premium risk denotes the risk that the insurance premium for the following
year will not be sufficient to cover future claims and other costs. Whereas the reserve risk describes whether
booked technical provisions for already existing claims will be sufficient to cover the claims. In particular, an
insurance company's exposure to risk resides in the fact that it collects the premiums at the inception of an
insurance contract period whereas the contractually promised payments thereunder are future ones and
dependent on random occurrences. If the total of actual claims payments were significantly higher than the
premium determined, the results of operation would be negatively affected.

Depending on the respective risk profile of its portfolio VWFSAG Group purchases reinsurance cover on an
excess of loss basis to seek to minimize the financial impact of a single large accident or event. Nevertheless,
exposure to significant claims, insufficient premiums to cover risk exposure, insufficient reinsurance coverage for
the insurance business, delays in the recovery of funds owed under reinsurance policies, loss of insurance or
reinsurance licenses or any of the above risks could have a material adverse effect on VWFSAG Group’s
business, financial condition and results of operations. Furthermore, VWFSAG Group may have difficulty
reinsuring its business exposure, or may be able to reinsure such exposure only on unfavorable terms, which
could adversely affect its business, financial condition and results of operations.

Risks from brokering insurance

VWFSAG Group gains commission income for brokering and mediating insurance products to retail and corporate
customers. A decrease of car sales, a reduction of commission rates or a decline of premium levels may lead to a
decrease of commission turnover. In addition, costs may stagnate or may increase due to new regulatory
requirements such as the Insurance Distribution Directive (IDD). VWFSAG Group as an insurance intermediary
faces an increasingly demanding legal environment that exposes it to higher liability risks, which could adversely
affect its business, financial condition and results of operations.

Tax laws and their interpretation may adversely affect VWFSAG Group’s financial condition and results of
operations.

VWFSAG Group is subject to tax legislation in a number of countries. Although the tax department, supported by
local advisors, monitors the international tax situation, there are latent tax risks due to possible modifications or
general changes to the tax regime, tax law, accounting principles or other laws of jurisdictions (including, but not
limited to, changes in applicable tax rates and requirements relating to withholding taxes on remittances and other
payments by subsidiaries, associates and joint ventures) by the competent authorities in those countries.
Modifications or changes could occur during the lifetime of the assets and liabilities of VWFSAG Group and may
have a material adverse effect on its business, net assets, financial condition and results of operations.

Moreover, VWFSAG Group is exposed to tax risks, which could arise in particular as a result of tax audits or as a
result of past measures. Ongoing or future tax audits may lead to demands for back taxes, tax penalties and / or
similar payments. Such payments may arise, for example, from the full or partial non-recognition of intra-group
transfer prices. In countries where there are no limitation periods for tax payments, VWFSAG Group may also
face demands for back taxes relating to earlier periods. Taking this under consideration VWFSAG Group's
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provisions for tax risks may be insufficient to cover possible settlement amounts. The occurrence of these risks
could have a material adverse effect on VWFSAG Group's net assets, financial position and results of operations.

VWFSAG Group could be adversely affected by an event or several successive events that might cause
reputational damage.

Various issues may give rise to reputational risk and cause harm to VWFSAG Group. Reputational risk denotes
the danger that an event or several successive events might cause reputational damage (public opinion), which
might limit VWFSAG Group’s current and future business opportunities and activities (potential success) and thus
lead to indirect financial losses (customer base, sales, equity, refinancing costs etc.) or direct financial losses
(penalties, litigation costs etc.). Damage to VWFSAG Group's reputation or image could result in a direct effect on
the financial success.

The issues that could give rise to reputational risk include product recalls, reputation loss for the Volkswagen
Group in general, legal and regulatory requirements, antitrust and competition law issues, ethical issues,
environmental issues, money laundering and anti-bribery laws, data protection laws, information security policies,
or problems with services provided by VWFSAG Group or by third parties on its behalf. Failure to address these
issues appropriately could also give rise to additional legal risk, which could adversely affect existing litigation
claims against VWFSAG Group and the amount of damages asserted against VWFSAG Group or subject it to
additional litigation claims or regulatory sanctions. In addition, clients are entitled to withdraw their flexible savings
deposits from Volkswagen Bank and any material adverse effect on Volkswagen Group’s reputation could cause
withdrawals accelerate over a short period of time. Any of the above factors could have a material adverse effect
on the brand, reputation, business, financial condition and results of operations of VWFSAG Group.

As VWFSAG Group operates in many different countries, different cultures and jurisdictions, VWFSAG Group
may respond differently to the same issues they face and the way in which they choose to address them.
Therefore, there can be no assurance that certain issues which may be positively received in certain jurisdictions
would be poorly received in other jurisdictions and VWFSAG Group may suffer reputational loss as a result of
such decisions, which could adversely affect its business, financial condition and results of operations.

In the course of the currently implemented reorganisation project, a separation of the credit and deposit
taking business from the Non-credit business within the European Economic Area should be carried out.
Arising from this separation, VWFSAG could be affected by various risks such as operational risks, legal
risks or regulatory risks.

The VWFSAG Group is currently implementing a material reorganisation project. Its main purpose is to reduce
organizational and regulatory complexity by separating the credit and deposit taking business within the European
Economic Area (EEA) from the Non-credit business. This is done by transferring almost all credit and deposit
taking business performed in the EEA to Volkswagen Bank GmbH or its subsidiaries and spinning off Volkswagen
Bank Group to VW AG. In this context, several entities and portfolios of VWFSAG including the risks inherent
have to be transferred to Volkswagen Bank Group. Therefore Volkswagen Bank Group operations are
reorganized accordingly.

While such reorganisation does not increase the risk implied in the business model of VWFSAG Group in total,
risks may be caused by decisions made or the implementation of such decisions in the course of the
reorganisation.

Reorganisation is accompanied by ‘planning risks’. Thus, it is unknown whether the expectations and objectives
that are associated with the reorganisation can actually be achieved. Various risks such as the following could
arise.

For the reorganisation, new job profiles have to be developed, new responsibilities have to be clarified, areas of
responsibility have to be handed over and employees have to be trained. In this process, dyssynergies could
arise from the distribution of personnel, since employees' know-how cannot be transferred quickly and in full. Also,
reorganisation could entail a high burden on the affected employees, as they have to adapt to the new
organization and possibly new processes under time pressure. Transfers of employees to other entities could also
lead to employee insecurity and might affect work quality. In sum, these developments may have a negative
impact on net assets, financial positions and results of operations of VWFSAG Group.

Furthermore, reorganisation may entail major challenges for IT. New authorisation concepts must be developed
and implemented. In doing so, a strict roll separation of access options must be ensured and new persons
responsible for approvals and roll construction have to be named. An increased test effort, which binds employee
capacities, and a weaker performance of the systems to be revised could be the consequence with negative
impact on the work ability of VWFSAG Group.

A further risk could be caused by a change in customer behavior arising from the reorganisation. Investors and
customers are possibly considering the new company structure critically and might not be willing to maintain the
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current level of business with VWFSAG Group. There is a risk that the reorganisation might disturb normal
business activities at short notice caused by potential difficulties with the operational implementation of new
processes during the acclimatization phase. It cannot be ruled out, that the transition will not work without any
issues towards customers. This could have a material adverse effect on VWFSAG Group’s business results.

In the course of its reorganisation or operating activities afterwards, VWFSAG Group could become subject to
legal disputes, governmental investigations or other official proceedings in Germany as well as abroad. In
particular, but not limited to the following scenarios, such proceedings may be initiated by relevant authorities,
suppliers, employees, or investors and could relate to, inter alia, legal and regulatory requirements and
information security policies. Furthermore, the project related transactions of companies may fail or cause
financial damages due to but not limited to rejection by regulators or claims from tax authorities.

Each of VWFSAG Group’s operations after the reorganisation also faces the risk that the relevant supervisory
body may find it has failed to comply with applicable regulations and any such regulatory proceedings could result
in adverse publicity for, or negative perceptions regarding, such supervised entity, which could reflect on
VWFSAG Group. In addition, any significant regulatory action against a member of VWFSAG Group could have a
material adverse effect on its business results.

Pursuant to Section 133 (1) of the German Transformation Act, VWFSAG and Volkswagen Aktiengesellschaft
shall be jointly and severally liable for any liabilities of VWFSAG established prior to the spin-off taking effect,
whereas Section 133 (3) of the German Transformation Act provides for certain temporal restrictions regarding
such liability. Under the German Transformation Act VWFSAG and Volkswagen Aktiengesellschaft may be
obliged to provide security to their creditors under certain circumstances. Furthermore, under the German Stock
Corporation Act (Aktiengesetz) VWFSAG may be obliged to provide security to creditors of Volkswagen Bank
under certain circumstances. If any of these circumstances occur, this could have a material adverse effect on
VWFSAG Group’s business, net assets, financial condition and results of operations.

As VWFSAG and its subsidiaries will be no longer part of the financial holding group of VW Bank GmbH, it may
no longer enjoy the privileges of the large exposure regime. Thus VWFSAG Group needs to change its
refinancing strategy and will be more dependent on capital markets.
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Risk Factors regarding Volkswagen Leasing GmbH

The following is a disclosure of principal risk factors that may affect VWLGMBH's ability to fulfil its obligations
under the Notes.

Prospective investors should consider all information provided in this Prospectus and should take into account
their current financial situation and their investment objectives before deciding whether to invest in the Notes.
Prospective investors are also advised to consult their own tax advisers, legal advisers, accountants or other
relevant advisers as to the risks associated with, and consequences of, the purchase, ownership and
disposition of the Notes including the effect of any laws of each country in which they are resident.

In addition, prospective investors should be aware that the described risks may result in a significant decrease
in the price of the Notes up to a total loss of interest and the invested capital.

Volkswagen Group is facing investigations and potential impacts out of discrepancies related to the
diesel issue that have had and may continue to have a material adverse effect on the business, financial
condition and operations of VWLGMBH.

Risks resulting from the diesel issue

The results of the ongoing and any future investigations and claims may have a material adverse effect on
Volkswagen Group's and VWLGMBH's business, financial position, results of operations and reputation, the price
of VWLGMBH’s securities and its ability to make payments under its securities. If Volkswagen Group's and
VWLGMBH'’s efforts to address, manage and remediate the issues described above are not successful, their
business could suffer irreparable harm. Additionally, the diesel issue could impact or exacerbate other risks
related to VWLGMBH described in this Prospectus.

Various repercussions could result for VWLGMBH from the diesel issue. The uncertainty resulting from this issue
such as how end customers and dealers will behave in the future or how regulatory authorities and courts will
ultimately rule makes certain scenarios conceivable that could negatively impact the asset, financial and
operations situation of VWLGMBH.

It is generally the case that VWLGMBH, as sales promoter and provider of purchasing finance for Volkswagen
Group, is directly affected by decreased vehicle sales. Fewer deliveries to customers mean fewer opportunities to
market a financial product from VWLGMBH during the sale. Consequently, reduced business levels achieved by
Volkswagen Group are likely to lead to less new business at VWLGMBH, which could be negatively reflected in
the results of operations.

The diesel issue could result in negative effects on the reputation of the trademark VW and thus VWLGMBH.
Reputational damage (public opinion) and possible loss of customer confidence might limit VWLGMBH’s current
and future business opportunities and activities in its business and could lead to indirect or direct financial losses.

The diesel issue could have various effects on new business. The leasing business for diesel vehicles could face
a general market downturn due to purchasing restraint on the part of the end customer. Such a market downturn
could manifest itself, inter alia, in declining sales and falling prices for both new and used vehicles. Decreasing
sales or prices would ultimately be reflected in lower income potential for VWLGMBH.

Falling new and used car prices would affect VWLGMBH at various stages. So as to be able to successfully place
leasing products in the market, this could, on the one hand, mean pressure on margins. On the other hand, the
residual value risk from returned vehicles could increase since the residual values calculated may not correspond
with the current residual value for the end of the contract. The risk of this residual value difference is partly borne
by VWLGMBH itself (direct residual value risks) and partly by the dealers, who in turn are financed by VWLGMBH
(indirect residual value risks). As a result, VWLGMBH would have to maintain higher value adjustments or record
direct partial write-offs against income on its leasing portfolio.

Another possible outcome could be that dealers run into financial difficulties. Owing to lower sales of new and
used vehicles, or sales carried out with low or (in extreme cases) no margin, due to a buying restraint of
customers caused by the uncertainties surrounding the diesel issues, dealers may not be able to generate
sufficient cash flows to meet their financial liabilities. The off-the-road time and the portfolio of vehicles in stock
could increase and the dealers would therefore no longer be able to buy new models to resell to consumers,
which would generate further pressure on the financial position of the dealers. As a result, dealer loyalty could
decline and they may utilize financial products from other financial service providers or, at worst, completely
refrain from doing business with VWLGMBH. Any deterioration in the creditworthiness of dealers and any loss of
sales partners would have a negative impact on the profitability and the financial position of VWLGMBH.

The enforcement of intensified or time-consuming control procedures for the launch of new vehicles could also
have a negative impact on VWLGMBH. A tightening of control procedures could, for example, require the
subsequent installation of additional diesel features in Volkswagen Group vehicles. Both the cost of installation of
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additional components and delayed regulatory approval for the market launch of any particular vehicle would have
a negative impact on sales figures, and therefore on revenues.

Changes in the legislation (inter alia any elimination or reduction of tax relief in the diesel sector) could result in a
decline in the volume and market share of the fleet business of VWLGMBH, which is dominated by diesel vehicles.
In addition, there is a risk that, due to the diesel issue, VWLGMBH might be listed as an untrustworthy supplier
and may no longer be able to participate in tenders or could be explicitly excluded from them. Both of these cases
would have an impact on business volume and could bring about a significant and lasting loss of reputation in this
segment.

The Volkswagen Group may also have to implement austerity programs as a result of the diesel issue, for
example by reducing or canceling its sales support for, or promotion of, financial services products. Therefore,
VWLGMBH might be required to implement interest rate and concomitant price increases or, alternatively, may
have to bear the costs of the sales incentives. New business and/or profitability may decline as a result.

Refinancing costs also have a significant impact on the business of VWLGMBH. The risk is that refinancing costs
will rise as a result of the diesel issue — for example due to downgrades by the rating agencies, investor caution
as a result of Volkswagen Group uncertainty, or through limited access to the money and capital market if funding
sources are not available to the full extent. Higher refinancing costs would reduce margins and/or increase prices
for customers, which in turn could reduce the turnover of financial service products. Moreover, the diesel issue
could lead to an early redemption of asset-backed securities with respect to which Volkswagen Group vehicles
with diesel engines serve as collateral.

VWLGMBH is positioned in Europe and active in different markets. Were Volkswagen Group sales to decline
sharply in some markets as a result of the diesel issue, VWLGMBH might have to position itself more narrowly in
these markets over the long term and, where necessary, reduce future investments. If Volkswagen Group brands
withdraw from certain markets, VWLGMBH, as a captive subsidiary, would possibly follow. This would reduce the
earnings potential of VWLGMBH, and additionally, it would ultimately reduce the advantage of the risk-minimizing
diversification through the spreading of risk by a presence in multiple markets. Any reputational loss as a result of
the diesel issue could induce sales or commission-based business partners in some markets to terminate their
cooperation with the Volkswagen Group. This could also lead to fewer financial services products being sold by
VWLGMBH.

VWLGMBH could become involved in legal or regulatory proceedings specifically in relation to the diesel issue
either directly through its provision of leasing or other financial services in relation to affected vehicles, or
indirectly in connection with potential claims against Volkswagen AG, other subsidiaries of the Volkswagen Group
or dealers. Governmental authorities in various jurisdictions have also commenced investigations involving certain
of VWFSAG's subsidiaries, the outcome of which is not yet certain. It cannot be excluded that governmental
authorities start investigations against VWFSAG and/or its subsidiaries, including VWLGMBH.

Finally, the European Central Bank could increase regulatory pressure on VWFSAG Group as a direct
consequence of the diesel issue. Such regulations (e.g. higher equity requirements, increased processing and
documentation costs, or additional personnel) may result in higher costs for VWFSAG Group and might have an
impact on VWLGMBH as well.

Disruptions and declines in the global economy, geopolitical tensions and country specific challenges
might have negative effects on the business of VWLGMBH.

As a financial company active in Europe, VWLGMBH benefits from stable markets and a growing European
economy. A weakening of the economy may have a negative impact on VWLGMBH's business. Currently, the
risks to sustained economic growth principally are structural deficits, which pose a threat to many industrialized
nations and emerging economies. As such, economic growth and developments in some industrialized countries
and emerging markets have been endangered by volatility in the financial markets and structural deficits. In
particular, high levels of public and private debt, movements from major currencies, volatile commodity prices,
political uncertainty as well as a continued lack of consumer confidence in some markets have negatively
impacted consumption, damaging the macroeconomic environment which may deteriorate further. Additional risks
to the economic environment could arise from protectionist tendencies. Stagnation or declines in countries and
regions that are major economic centers have an immediate effect on the global economy and thus pose a key
risk for VWLGMBH's business.

In the Eurozone, the continuing economic uncertainty, including the slower than expected economic recovery,
largescale government austerity measures and tax increases, could lead to significant long-term economic
weakness and low economic growth. In particular, a sustained economic recovery is hindered by the situation of
numerous financial institutions which may still not have the stability and ability to withstand a crisis.
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Geopolitical tensions and conflicts are a further major risk to the performance of individual economies or regions.
Economic weakness, structural deficits and geopolitical risk have had, and may continue to have, an adverse
effect on the business, liquidity, financial condition and results of operations of VWLGMBH.

VWLGMBH, as a captive finance company, is by nature dependent on sales by Volkswagen Group, mean-
ing any risk that is negatively influencing the vehicle delivery of Volkswagen Group may have adverse
effects on the business of VWLGMBH.

VWLGMBH, as a captive finance company, has a limited business model, namely the sales support of products of
the parent group. Thus, the financial success of VWLGMBH depends largely on the success of the Volkswagen
Group. Especially the development of the vehicle deliveries to customers of Volkswagen Group is crucial and
material to the generation of new contracts for VWLGMBH. As long as the Volkswagen Group is able to satisfy
customer needs and to comply with market standards/ requirements with its products and thus keep its deliveries
to customers at a high level or increase them, VWLGMBH will benefit. However, the same dependence also
results in the opposite direction, so that less customer deliveries would result in less business for VWLGMBH.

The reason for fewer vehicle sales can be diverse, including but not limited to the following:

If economic growth does not materialize to the extent expected or if economic conditions weaken in a particular
market, the Volkswagen Group may sell fewer products in such market or obtain lower than expected prices.
Additionally, a lack of economic growth could lead to a decrease of deliveries to customers caused by intensified
price competition among automotive manufacturers.

Moreover, further legal investigations might be launched in the future and existing investigations could be
expanded. This may result in further legal actions being taken against Volkswagen Group and could have a
negative influence on customer behavior and the business of VWLGMBH.

Finally, if regulatory/ political decisions (e.g. sales stops) may influence customer demand, the sales of
Volkswagen Group could be negatively influenced resulting in less business opportunities for VWLGMBH.

Although VWLGMBH operates different brands in numerous countries a simultaneously and exceptionally strong
reduction of vehicle deliveries in several core markets might result in negative volume and financial performance
for VWLGMBH.

VWLGMBH is exposed to strategic risks that could arise from unfavorable decisions on business
development, products, pricing, investments in infrastructure or personnel.

VWLGMBH's management is regularly required to make strategic decisions that can have a significant impact on
its reputation, general business activities, net assets, financial position and results of operations. These decisions
can cover a broad range of issues and include, for example, decisions relating to the entry into (or exit from)
particular businesses or product lines, the pricing of products, investments into particular marketing efforts or
infrastructure (including IT infrastructure), risk management or the hiring of key personnel. Strategic risk means
the risk of a direct or indirect loss through strategic decisions which do not succeed due to errors or due to false
assumptions. Strategic risk also includes the failure to implement strategic objectives and the risks arising from
the integration/reorganisation of technical systems, personnel and corporate culture as well as the risk that the
implementation of strategic objectives may only be possible at a higher-than-expected cost.

Should a strategic risk scenario materialize, it could endanger VWLGMBH's existence, or lead to lower profits and
could have a material adverse effect on reputation, general business activities, net assets, financial position and
results of operations of VWLGMBH.

Deviations between expected and realized profit and loss positions may lead to earnings risks for
VWLGMBH.

Earnings risks denote the danger of deviations between planned and realized figures of specific profit- and loss-
positions in the income statement of VWLGMBH that are not covered by the other risk types described in this
Prospectus. This includes the risks of unexpectedly low commissions (commission risk), unexpectedly high
expenses especially for overhead (expenses risk), unrealistically high targets (in hindsight) for earnings from (new)
business volumes (sales risks), and unexpectedly low result from joint ventures / shareholdings (participation
result risk). Should any of these risks materialize, this could reduce profits and could therefore have a material
adverse effect on the business, financial condition and results of operations of VWLGMBH.

Wrong product decisions linked to regulatory or competitive criteria could lead to lower product
profitability due to missed customer needs, reputational damage or fines and finally may have negative
effects on the overall business of VWLGMBH.

The primary objective of VWLGMBH is to promote the sales of the vehicles Volkswagen Group produces and to
strengthen customer loyalty to Volkswagen Group's brands. In order to fulfill this role, VWLGMBH has to offer
products that on the one hand meet customer demands and on the other hand generate profits. Hence the
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decision-making process, whether or not a product is introduced is important for the success of VWLGMBH.
Every product decision is subject to various risks and if risks are not properly taken into account as part of the
product decision, this may generate losses in sales volume and damage VWLGMBH’s and/or Volkswagen
Group's image.

Products have to comply with regulatory requirements. VWLGMBH operates in a highly regulated environment. A
wrong product decision or erroneous product design, which violates legal or regulatory rules, could result in
regulators mistrusting the Volkswagen Group and to significant fines and reputational damage.

Furthermore, wrong advertising without the disclosure of a material condition or deceptive statements, for
example about ancillary products, could also affect customer loyalty and sales results.

The ability to offer financial services products that meet customer demands is the main critical success factor to
reach VWLGMBH targets. If VWLGMBH is unable to adapt its product offerings to meet customer demands or if
VWLGMBH misjudges the competitive environment, this could lead to significant sales risk with a material effect
on VWLGMBH's business and financial results. Moreover, unattractive products from VWLGMBH could not only
affect its own sales volume but also the sales volume of Volkswagen Group, because potential customers with
financing and leasing needs may view competitors' financing offers as more favorable and thus purchase
products of competitors.

During the start-up phase of new products, the cannibalization effects (decrease in new contracts of a product
due to the introduction of another product in the same product line) has to be taken into account by calculating the
effects of the product introduction on the existing product portfolio. If VWLGMBH does not consider this
cannibalization effects in the development of new products or makes unrealistic assumptions, this could have
negative impact on the financial result.

VWLGMBH may not be able to keep pace with the process of digitalisation, which may have an adverse
effect on the business, financial condition and results of operations of VWLGMBH.

VWLGMBH is facing risks from new players entering the industry and new technologies changing the generation
and delivery of products and services. Digitalisation will have a significant and far-reaching impact for the financial
services sector.

Due to the rapidly changing environment in the digital world, the current sales and services processes will change
and new - unregulated - players will enter the financial services markets challenging established players and
business models. This entails the risk that VWLGMBH may not be able to respond in time to challenges posed by
new players in the digital environment. This might have an adverse effect on customer relationships, as current
and future customers could turn away from VWLGMBH and purchase products from other suppliers.

The customer expects to have access to financial information independent of time and location and to purchase
financial services products through a variety of sales channels. The greatest challenge for VWLGMBH is to
establish the relevant processes meeting the customer needs in time.

A further risk for VWLGMBH is that it might provide insufficient information on its online platforms. A lack of
transparency may have a negative impact on the reputation of VWLGMBH.

VWLGMBH takes on the challenges of digitalisation. Therefore a corresponding strategic area of activity,
“ROUTEZ2025", was integrated into the corporate strategy to identify and monitor future digital development within
VWLGMBH'’s markets. Despite these efforts, it cannot be ruled out that competitors are faster or more innovative
in implementing digital solutions, which could have a negative impact on the earnings situation of VWLGMBH.

VWLGMBH is exposed to the risk that its customers or other contractual counterparties may default or
that the credit quality of its customers or other contractual counterparties may deteriorate.

The risk of counterparty default at VWLGMBH is defined as the potential negative deviation of the actual
counterparty risk outcome from the planned one. This includes the risk of default on lease payments as well as on
repayment. The deviation in outcome occurs when the actual loss exceeds the expected loss due to changes in
internal credit ratings or credit losses. Within the risk type risk of counterparty default, VWLGMBH distinguishes
between credit risk, credit risk from intercompany loans, counterparty risk, country risk and shareholder risk.

Credit Risk

Credit risk concerns the risk of loss through defaults in the customer business, for example, due to non-payments
by a lessee of its obligations. The default is contingent on the inability or unwillingness of the lessee to make
payments. This includes scenarios where the contracting party makes payments late, only partially or not at all.
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Credit risks, including risks of counterparty default relating to leasing contracts, represent by far the largest
component of VWLGMBH'’s risk positions among the risks of counterparty default. They result from financing and
leasing business in the automobile business.

The quality of credit risk is influenced by, among other factors, customers' financial strength, collateral quality,
overall demand for vehicles and general macroeconomic conditions. In order to assess the level of credit risk,
VWLGMBH uses rating- and scoring-systems that provide the relevant departments with an objective basis to
evaluate a potential lease. These assessments take into account both quantitative factors (mainly data from
annual financial statements) and qualitative factors (such as the prospects for future business growth, quality of
management and the respective customer's payments record). Although VWLGMBH regularly validates the
parameters and models, there can be no assurance that the calculated probabilities accurately reflect the future
developments. If, for example, an economic downturn were to lead to increased inability or unwillingness of
lessees to repay their debts, increased write-offs and higher provisions would be required, which in turn could
adversely affect VWLGMBH's results of operations.

VWLGMBH has implemented detailed procedures in order to contact delinquent customers for payment, arrange
for the repossession of unpaid vehicles and sell repossessed vehicles. However, there is still the risk that
VWLGMBH'’s assessment procedures, monitoring of credit risk, maintenance of customer account records and
repossession policies might not be sufficient to prevent negative effects for VWLGMBH.

Further credit risks could arise if the Board of Management of VWLGMBH would decide on a more aggressive
risk tolerance. For instance, the acceptance policy for lease contracts could be adjusted to a riskier approach.
This could lead to the situation that the credit risk would increase, but the planned income from the additional
business could not compensate the additional risk related costs. As a consequence the operational results of
VWLGMBH could be adversely affected.

Credit Risk from intercompany loans

Credit risk from intercompany loans arises from loans of fully consolidated VWLGMBH companies to companies,
that are part of Volkswagen Group but not fully consolidated within VWLGMBH. The risk represents the potential
loss from the exposures including funding in case of failure of such companies, which arises when transactions
with these companies were not reduced or stopped before default. Should this risk materialize, this could have a
material adverse effect on VWLGMBH's financial position.

Counterparty Risk
Counterparty risk arises primarily from derivative transactions with financial institutions (e.g. to manage interest
rate risk and foreign currency exposure).

If counterparty risks materialize, either by way of defaults or deterioration in the credit standing of VWLGMBH'’s
contractual counterparties, this could have a material adverse effect on VWLGMBH'’s net assets, financial position
and results of operations. This includes scenarios where the contracting counterparties make payments late or
not in full.

Country Risk

Country risk comprises risks in international commerce, which arise not from the contracting partner itself but due
to its location abroad. Political or economic developments as well as difficulties in the overall financial system in a
particular country may impact cross-border capital services such as transfer restrictions induced by official
measures in a foreign country such as capital controls.

The country risk is analyzed and taken into account by VWLGMBH, particularly with regard to refinancing and
shareholdings in foreign companies, as well as with regard to lending to customers.

A decrease in the residual values or the sales proceeds of returned vehicles could have a material ad-
verse effect on the business, financial condition and results of operations of VWLGMBH.

As a lessor under leasing contracts VWLGMBH generally bears the risk that the market value of vehicles sold at
the end of the term may be lower than the contractual residual value at the time the contract was entered into (so-
called residual value risk). VWLGMBH takes such differences into account in establishing provisions for the
existing portfolio and in its determination of the contractual residual values for new business.

VWLGMBH distinguishes between direct and indirect residual value risks. If VWLGMBH carries the residual value
risk, it is referred to as a direct residual value risk. Residual value risk is indirect when that risk has been
transferred to a third party (such as a dealer) based on a residual value guarantee. For example in Germany,
VWLGMBH frequently enters into agreements that require dealers to repurchase vehicles, so dealers, as residual
value guarantors, would bear the residual value risk. When dealers act as the residual value guarantors,
VWLGMBH is exposed to counterparty credit risk if the dealer is financed by VWLGMBH. If the residual value
guarantor defaults, the vehicle and also the residual value risk pass to VWLGMBH.



-80 -

The residual value risk could be influenced by many different external factors. A decline in the residual value of
used cars could be caused by initiatives to promote sales of new vehicles, which was evident during the global
financial and economic crisis when incentive programs were offered by governments (e.g. scrapping premium)
and automobile manufacturers. Among other things, VWLGMBH was required to increase existing loss
provisioning for residual value risks. It cannot be ruled out that a similar scenario due to renewed deterioration of
the macroeconomic environment could occur in the future.

Moreover an adverse change in consumer confidence and consumer preferences could lead to higher residual
value risks for VWLGMBH. Customers determine the demand and therefore the prices of used cars. If customers
refrain from purchasing Volkswagen Group vehicles, for example due to such vehicles’ perceived poor image or
unappealing design, this could have a negative impact on residual values.

Furthermore, changes in economic conditions, government policies, exchange rates, marketing programs, the
actual or perceived quality, safety or reliability of vehicles or fuel prices could also influence the residual value risk.
For instance, current public discussions in Germany on potential political activities in sense of driving bans for
Diesel vehicles might influence the residual value risk of the relevant VWLGMBH portfolio. Due to the fact that
customers might change their consumption behavior and refrain from buying Diesel vehicles, these bans could
have a negative impact on the corresponding market prices. For this reason the residual value risk might increase
and could materially adversely affect VWLGMBH's net assets, financial position and results of operations.

Uncertainties may also exist with respect to the internal methods for calculating residual values, for example
owing to assumptions that prove to have been incorrect. Although VWLGMBH continuously monitors used car
price trends and makes adjustments to its risk valuation, there is still the risk of using false assumptions to assess
the residual value risk.

Estimates of provisions for residual value risks may be less than the amounts actually required to be paid due to
misjudgments of initial residual value forecasts or changes in market or regulatory conditions. Such a potential
shortfall may have a material adverse effect on VWLGMBH's business activities, net assets, financial position and
results of operations.

VWLGMBH is exposed to concentrations of risk, such as counterparties, collaterals or incomes that are
typical for a captive finance company.

Risk concentrations can arise to various degrees due to VWLGMBH'’s business model, which focuses on
promoting sales of the various Volkswagen Group brands.

Concentrations of counterparties are currently insignificant for VWLGMBH because a large part of the lending
business deals with small (retail) loans. Due to the business model of VWLGMBH, inter alia to refinance business
activities of companies which are not fully consolidated in VWLGMBH, risk concentrations in terms of
intercompany loans might arise. Risk from those intercompany loans is monitored on an individual basis as well
as on portfolio level. VWLGMBH'’s business is concentrated in the German market, however strives for broad,
European diversification. Hence, the customer and asset class structure may change in the future and therefore
concentrations of counterparties could arise. Industry concentrations in the dealer business are inherent to a
captive finance company.

Concentrations of collateral exist for VWLGMBH, because vehicles are the predominant type of collateral. Risks
from concentrations of collateral can arise if negative price movements in the overall used car markets or espe-
cially in Volkswagen Group’s brands reduce proceeds from the disposal of collateral and, as a result, cause a
decline in the value of collateral. Since VWLGMBH promotes sales of various Volkswagen Group brands and their
different vehicles the risk of synchronous price movements cannot be neglected completely.

A concentration of income arises due to VWLGMBH'’s business model. The particular role as a sales promoter for
the Volkswagen Group gives rise to dependencies that directly affect the development of income.

The occurrence of risk concentrations could adversely affect VWLGMBH’s net assets, financial position and
results of operations.

VWLGMBH is exposed to operational risks, such as process risks, personnel risks, technology risks and
external risks that could have negative effects on its business.

Operational risk at VWLGMBH is defined as the threat of losses that arise from the inappropriateness or failure of
internal processes (process risks), people (personnel risks), systems (technology risks, e.g. IT risks) or external
factors (external risks, e.g. terror attacks). This definition includes legal risks.

VWLGMBH relies on internal and external information and technological systems to manage its operations and as
a result is subject to potential losses from breaches of security or laws, system or control failures, inadequate or
failed processes, human error, business interruptions and external events etc. Any of these events could have a
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material adverse effect on business operations, increase the risk of loss resulting from disruptions of normal
operating procedures, cause considerable information retrieval and verification costs, and potentially result in
financial losses or other damage to, including damage to VWLGMBH'’s reputation.

Operational risks are increasingly important due to the rising complexity of the financial services industry, the
growing speed of innovation as well as the increased use of new technology in the financial services business.

Process Risks

The efficient, day-to-day performance of the business of VWLGMBH relies heavily on a large number of internal
processes, for example on credit or leasing approval processes as well as regulatory reporting processes. Any
missing, outdated or defective processes as well as critical flaws in processes or failure by VWLGMBH's
employees to properly follow process related instructions can expose VWLGMBH to significant risks and could
have a material adverse effect on its business, financial condition and results of operations.

Personnel Risks

Risks relating to VWLGMBH’s employees are described as personnel risk. The individual skills and technical
expertise of VWLGMBH's employees are a major factor contributing to VWLGMBH's success. If VWLGMBH loses
experienced employees due to turnover, targeted recruiting or retirements, this may lead to a significant drain on
VWLGMBH's know-how.

Because of demographic developments VWLGMBH has to cope with changes relating to an aging workforce and
has to secure a sufficient number of qualified young persons with the potential to become the next generation of
highly skilled specialists and executives.

Competition for qualified personnel is increasing and if VWLGMBH fails to retain qualified personnel to the
necessary extent, or if it fails to add additional qualified personnel or to continue to train existing personnel,
VWLGMBH may not reach its strategic and economic objectives.

In addition, unintended errors, unauthorized actions or wrong decisions may lead to significant competitive
disadvantages.

Technology Risks

A functioning and secure IT is essential for the ongoing business and thus for the success of VWLGMBH. In order
to satisfy the requirements related to international financial services, VWLGMBH operates comprehensive and
complex IT systems. A group-wide harmonization of various IT systems and data centers of VWLGMBH with
those of third parties connected thereto constitutes a great challenge in regard to creating a uniform IT
architecture. This is, among other things, due to the size, complexity and international nature of VWLGMBH. In a
centralized and standardized IT environment, there is a risk of excessive dependence on a single system or a
single data center. In that case, a system failure could have serious consequences for VWLGMBH. However, a
lack of standardization in the data centers bears risks concerning the security and availability of IT systems, i.e.
the operation ability in an emergency. Failure to create a uniform IT architecture across the company subjects it to
risks inherent in a non-uniform IT system, such as compatibility issues for both hardware and software or the
necessity to train personnel for different systems.

Additionally, numerous essential functional processes in the leasing business depend on computer-controlled
applications and cannot be carried out without properly functioning IT systems and IT infrastructure. Malfunctions
or errors in internal or external IT systems and networks, including potential outside intrusions by hackers or
computer viruses, software or hardware errors and violations of data integrity could have adverse effects on the
operations of VWLGMBH. Further risks such as modern industrial espionage and targeted attacks as well as the
possibility of insider attacks challenge the availability, confidentiality, integrity, authenticity and traceability of
systems and data at VWLGMBH.

Furthermore, regular or event-driven updates are required for many of VWLGMBH’s IT systems in order to meet
increasingly complex business and regulatory requirements. Some of the IT-systems used by VWLGMBH are no
longer supported by their vendors or updates are delivered incorrectly or with a delay respectively. IT system
downtime, interruptions, functional deficits or security flaws may significantly adversely affect customer and
business partner relationships, accounting and business processes and hence result in significant expenses for
data restoration and verification. Among other things, IT incidents or malicious attacks on mobile online services
directly affect customers and may attract negative media attention.

VWLGMBH collects, processes and uses confidential employee-, customer-, brand- and dealer data. In this
regard, VWLGMBH must comply with applicable data protection laws in order to prevent the abuse of personal or
contractual data. Violations of such laws may damage VWLGMBH's reputation, constitute administrative offenses
or criminal acts and lead to damages claims and fines as well as business interruptions.

VWLGMBH carries out several national and international, partially cross-company IT projects with the aim to
further develop and extend the product range also under the use of new technologies. Insufficient project man-
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agement can lead to delayed project realizations or reduced targets and revenues. In connection with external
procurement of capacities, risk with a view to internal know-how can arise.

VWLGMBH coverage may not be adequate to cover all the costs related to IT risks. Any failure to prevent such IT
risks could subject VWLGMBH to liability, decrease VWLGMBH's profitability and damage its reputation.

External Risks

The occurrence of catastrophic or unforeseen events (so called external risks), including natural disasters,
terrorist attacks, the emergence of a pandemic, strike, fire or other widespread emergency could create economic
and financial disruptions, lead to operational difficulties (including travel limitations or relocation of affected
employees) that could have an adverse effect on VWLGMBH'’s financial condition and results of operations.

Dependency on service providers and on contracted services that may be rendered incompletely or not at
all could have negative effects on the business operations of VWLGMBH.

As part of its operative activities, VWLGMBH uses the support of external service providers. Generally, the
selection and cooperation with external service providers is regulated by instructions and processes of
VWLGMBH. In connection with external service providers, there are risks that cannot be excluded despite
minimizing risk targets and instruments.

VWLGMBH faces the risk that the contracted services are not rendered in full or not at all. This could cause an
increased financial burden to purchase the services in the required scope, time and quality. In exceptional cases,
an external service provider could terminate business operations abruptly or with a short lead time, for example
due to insolvency or disaster scenarios. Finally, the aforementioned risks could result in VWLGMBH providing
services to its stakeholders with delay, in lower quality or not at all. These risks may financially affect VWLGMBH.

VWLGMBH is exposed to litigation risks that may result from legal disputes, governmental investigations
or other official proceedings with various stakeholders.

In the course of its operating activities, VWLGMBH could become subject to legal disputes, governmental
investigations or other official proceedings in Germany as well as abroad. In particular, but not limited to the
following scenarios, such proceedings may be initiated by relevant authorities, suppliers, dealers, customers,
employees, or investors and could relate to, inter alia, legal and regulatory requirements, competition issues,
ethical issues, money laundering laws, data protection laws, non-compliance with civil law and information
security policies. These proceedings may result in payments, regulatory sanctions or other obligations.
Complaints brought by suppliers, dealers, investors or other third parties may also result in significant costs, risks
or damages for VWLGMBH. There may be investigations by governmental authorities into circumstances of which
VWLGMBH is currently not aware, or which have already arisen or will arise in the future, including in relation to
alleged violations of supervisory law, competition law or criminal law.

Furthermore, VWLGMBH must comply with consumer credit regulations adopted in European countries pursuant
to the European Union Consumer Credit Directive and other directives. The Consumer Credit Directive and other
consumer protection legislations are mainly focusing on credit agreements and their application and adaption to
lease contracts is partly uncertain. In addition, case law, which has — in the absence of written laws — great impact
on lease contracts, is often hard to predict. Any violation of compliance with these laws could result in claims from
a large number of customers and could have a materially adverse effect on VWLGMBH'’s business operations
and financial condition.

As an automotive manufacturer-associated provider of financial services, VWLGMBH enters into lease contracts
of Volkswagen Group vehicles with retail and corporate customers. As such, VWLGMBH is dependent on the sale
and quality of Volkswagen Group vehicles. Any irregularities of these vehicles might affect VWLGMBH’s business,
in particular since its lease contracts are based on the sales contract of the respective vehicle and customers
might refuse payment of lease instalments or claim rescission of contract.

Litigation is inherently uncertain, in particular since court decisions in various jurisdictions — in the absence of
specifications in laws and regulations — have a great impact on lease contracts. As a result it is often hard to
predict, and VWLGMBH could experience significant adverse results regardless of the merits of any alleged
claims or outcomes of proceedings in which it is directly or indirectly involved. In addition, adverse publicity
relating to allegations involving VWLGMBH, VWFSAG Group or the Volkswagen Group may cause significant
reputational harm that could have a material adverse effect on VWLGMBH.

Any of the foregoing could have a material adverse effect on VWLGMBH’s business, financial position, results of
operations and its reputation.

VWLGMBH may not be able to use its trademarks/ intellectual property rights or to adequately protect its
intellectual property and could be liable for infringement of third-party intellectual property.



-83 -

VWLGMBH is using trademarks and other intellectual property rights owned by the Volkswagen Group, which are
of essential importance to VWLGMBH’s business success. If such rights were challenged and Volkswagen Group
manufacturer will not be able to secure such rights in the future, VWLGMBH may not be allowed to use these
trademarks or intellectual property rights, which might adversely affect its general business activities, net assets,
financial position and results of operations.

VWLGMBH owns a number of trademarks and other intellectual property rights. Despite ownership of these rights,
VWLGMBH may not be able to enforce claims against third parties to the extent required or desired. VWLGMBH's
intellectual property rights may be challenged and VWLGMBH may not be able to secure such rights in the future.
Furthermore, third parties may violate VWLGMBH's intellectual property rights and VWLGMBH may not be able to
prevent such violations for legal or factual reasons.

VWLGMBH may also infringe patents, trademarks or other third-party rights or may not have validly acquired
service inventions. Moreover, VWLGMBH may not obtain all licenses necessary for carrying on its business
successfully in the future. If VWLGMBH is alleged or determined to have violated third-party intellectual property
rights, it may have to pay damages or may be barred from marketing certain products. VWLGMBH could also
face costly litigation.

Increased regulations and measures could affect business profitability and results of operations of
VWLGMBH.

As a response to the global financial crisis, most jurisdictions have imposed increased regulations and
implemented measures designed to prevent future financial crises or diminish their effects. Such implemented or
planned regulations and measures may lead to additional costs, materially affecting the business, results of
operations and profitability of VWLGMBH. To prevent a future financial crisis, legislators may decide on additional
charges and taxes, for example the introduction of taxes on financial market transactions. Any such new rules
may have a negative impact on the net assets, financial position and results of operations of VWLGMBH.

VWLGMBH is subject to regulation and supervision in the countries in which it operates. These supervisory
bodies have broad jurisdiction over many aspects of VWLGMBH'’s operations, including marketing and selling
practices, licensing and terms of business. Any changes in the regulatory framework and its applications, or any
further implementation of new requirements for financial institutions, may have a material effect on the business
and operations of VWLGMBH. Each of VWLGMBH'’s operations also faces the risk that the relevant supervisory
body may find it has failed to comply with applicable regulations and any such regulatory proceedings could result
in adverse publicity for, or negative perceptions regarding, such supervised entity, which could reflect on
VWLGMBH. In addition, any significant regulatory action against a member of VWFSAG Group could have a
material adverse effect on VWLGMBH's business results.

Furthermore, VWLGMBH must comply with consumer credit regulations adopted in European countries pursuant
to the European Union Consumer Credit Directive and other directives. The Consumer Credit Directive and other
consumer protection legislations are mainly focusing on credit agreements and their application and adaption to
lease contracts is partly uncertain. In addition, case law, which has — in the absence of written laws — great impact
on lease contracts, is often hard to predict. The costs of complying with these laws and regulations, as well as
with any additional regulation, could affect the conduct of VWLGMBH'’s business and negatively affect its financial
condition. Any violation of compliance with these laws could have a materially adverse effect on VWLGMBH's
business operations and financial condition.

As part of VWFSAG Group, VWLGMBH is exposed to the risk of higher regulatory costs and reduced
levels of activities resulting from the supervision of banks.

EU institutions have created a single supervisory mechanism for the supervision of banks and other credit
institutions (“SSM”) for a number of EU member states, including Germany. Under the SSM, the ECB has been
given specific tasks related to financial stability and banking supervision. Within the SSM, the ECB directly
supervises significant banking groups in the Euro area, including VWFSAG Group.

Furthermore, EU institutions have established a SRM forming part of the EU’s strategy to establish a European
banking union. Under the SRM, a single resolution process applies to all banks established in EU member states
that are participating in the SSM (that is, all member states in the Eurozone on a mandatory basis and other
member states participating in the SSM on a voluntary basis). Within the SRM, VWFSAG Group is obliged to
contribute to a joint bank resolution fund for all members of the banking union.

The SRM Regulation is closely connected with the BRRD which has been implemented into German law by the
SAG.

The implementation of such regulatory changes has already resulted in higher costs and future implementation of
further changes may continue to increase the cost of compliance as well as other costs for VWFSAG Group.
VWLGMBH, as part of VWFSAG Group, might be affected by higher regulatory costs as well. Moreover,
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depending on the type of regulatory changes, the regulatory aspects could also lead to reduced levels of activity.
Both, increasing costs of compliance and reduced levels of activiies might have an adverse effect on
VWLGMBH’s business, financial condition and results of operations.

VWLGMBH has to comply with comprehensive and constantly changing government regulations which
bears the risk that laws are not being adhered to properly or efficiently.

Compliance with law is a basic precondition for the success of VWLGMBH. The growing European scale of
VWLGMBH'’s business operations as well as the increasing number and complexity of legal regulations increase
the risk that legal requirements are violated, either because they are not known or because they are not fully
understood. VWFSAG Group has established a compliance system to make sure that all representatives,
managers and employees act within the legal requirements in each jurisdiction in which VWLGMBH operates.
However, there remains a risk that representatives, managers or employees do not act in compliance with
applicable laws. A violation of applicable law could lead to the imposition of penalties, liabilities, additional
compliance costs, restrictions on or revocations of VWLGMBH’s permits and licenses, restrictions on or
prohibitions of business operations and other adverse consequences.

VWLGMBH believes that it maintains all material licenses and permits required for the current operations and that
it is in substantial compliance with all applicable regulations. However, there can be no assurance, that
VWLGMBH will be able to maintain all required licenses and permits, and the failure to satisfy those and other
regulatory requirements could have a material adverse effect on its operations. Further, the adoption of additional,
or the revision of existing, rules and regulations could have a material adverse effect on VWLGMBH'’s businesses.
Costs of compliance with applicable laws are considerable and such costs are likely to increase further in the
future. Such costs can affect operating results. Compliance also requires forms, processes, procedures, controls
and the infrastructure to support these requirements. The failure to comply could result in significant statutory civil
and criminal penalties, monetary damages, legal fees and costs, possible revocation of licenses and damage to
reputation, brand and valued customer relationships.

The compliance and risk management systems of VWLGMBH may prove to be inadequate to prevent and
discover breaches of laws and regulations or might not be able to identify, measure and take appropriate
countermeasures against all relevant risks.

In connection with its business operations in Europe, VWLGMBH must comply with a range of legislative and
regulatory requirements in a number of countries. VWLGMBH has a compliance and risk management system
that supports VWLGMBH'’s operational business processes, helps to ensure compliance with legislative and
regulatory provisions and, where necessary, initiates appropriate countermeasures.

Members of VWLGMBH governing bodies, employees, authorized representatives or agents may violate
applicable laws, regulatory requirements, internal standards and procedures. VWLGMBH may not be able to
identify such violations, evaluate them correctly or take appropriate countermeasures. Furthermore, VWLGMBH’s
compliance and risk management systems may not be appropriate to its size, complexity and geographical
diversification and may fail for various reasons. In addition, VWLGMBH cannot rule out that, for example in
contract negotiations connected with business initiation, members of VWLGMBH'’s governing bodies, employees,
authorized representatives or agents have accepted, granted or promised advantages for themselves,
VWLGMBH or third parties, have applied comparable unfair business practices, or continue to do so.
VWLGMBH'’s compliance and risk management system may not be sufficient to prevent such actions.

The occurrence of these risks may result in a reputational loss and various adverse legal consequences, such as
the imposition of fines and penalties on VWLGMBH or members of its governing bodies or employees, or the
assertion of damages claims.

If any of these risks were to materialize, this could have a material adverse effect on VWLGMBH'’s business, net
assets, financial condition and results of operations.

VWLGMBH is exposed to interest rate risk and foreign currency risk.

In the course of VWLGMBH's regular business activities, financial risks may arise from changes in interest rates
and fluctuations in foreign currency exchange rates.

Interest Rate Risk

Interest rate risk consists of potential losses from changes in market rates. It arises from non-matching interest
periods of a portfolio’s assets and liabilities. Interest rate risks are incurred in the banking book of VWLGMBH.
The consequences of unforeseen interest rate changes mainly comprise interest rate losses due to a potential
mismatch between primarily long-term fixed interest rates on the asset side and short-term interest rates on the
liability side.
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Foreign Currency Risk

Currency risks arise in connection with deviations from numerical inconsistencies between foreign currency items
shown in assets and in liabilities. In individual cases, open currency items are conceivable. The functional
currency and reporting currency of VWLGMBH is the Euro. However, because VWLGMBH operates in Poland,
there are substantial assets, liabilities, revenues and costs denominated in Polish Zloty. This can lead to an
exposure to exchange rate volatility as a result of potential mismatches between the currencies in which assets
and liabilities are denominated and as a result of the exchange rate and/or evaluation effect on reported earnings,
equity and other financial parameters. If foreign currency risks would materialize, substantial losses in all positions
affected by foreign currencies could occur.

VWLGMBH’s hedge-accounting strategy towards interest rate risk may turn out to be ineffective, in respect to
IFRS accounting. This could lead to volatility in the P&L statements.

VWLGMBH hedges interest rate risks and risks arising from fluctuations in the value of financial instruments by
means of interest rate swaps and other interest rate contracts with matching amounts and maturity dates. This
also applies to financing arrangements within the Volkswagen Group.

VWLGMBH utilizes a range of instruments and strategies to hedge these risks. If these instruments and strategies
prove to be partly or entirely ineffective, VWLGMBH may sustain losses out of unhedged positions that were
actually intended to have been hedged.

It cannot be ruled out that these risks are unsuccessfully, not adequately or not fully hedged and thus leave an
exposure to fluctuations in prices, which could have a significant adverse effect on the financial situation of
VWLGMBH.

The business of VWLGMBH requires substantial funding and liquidity, and disruption in VWLGMBH’s
funding sources or access to the capital markets could have a material adverse effect on its business,
liquidity, cash flows, financial condition and results of operations.

Liquidity risk refers to the risk that due payment obligations cannot be met in full or in a timely manner, or - in the
case of a liquidity crisis - that refinancing instruments can only be obtained at higher market rates or not at all or
assets can only be sold at a discount to market prices. Therefore, liquidity risk describes the risk that required
funding cannot be obtained, or can only be obtained at higher costs. It applies to payment obligations arising from
the existing portfolio as well as liquidity needs for future business.

VWLGMBH’s continued operations require access to significant amounts of funding. VWLGMBH carries out
refinancing separately from Volkswagen Group’s liquidity holdings. Nevertheless, VWLGMBH regularly receives
funding from Volkswagen Group. Furthermore, VWFSAG and its subsidiaries also provide substantial amounts of
funding to VWLGMBH. Therefore, VWLGMBH is dependent on Volkswagen Group’s and VWFSAG's liquidity
situation.

Historically, VWLGMBH has mainly satisfied its funding requirements through the issuance of short and long-term
debt securities out of money market and capital market programs, bank loans, operating cash flows and the
securitization of lease receivables including residual values. Therefore VWLGMBH is dependent on continued
access to these funding sources.

The diverse access to funding sources may be limited in the future by potential market or regulatory changes in
the banking sector. Due to its ongoing funding needs, VWLGMBH is also exposed to liquidity risk in the event of
prolonged closure of debt or credit markets. VWLGMBH relies to a certain degree on the ability to transfer leased
assets to newly formed or existing securitization trusts and special purpose vehicles and to sell securities in the
asset-backed securities market to generate cash proceeds for repayment of due debt and to grow business.

There can be no assurance that VWLGMBH's current financing arrangements will provide it with sufficient
liquidity under various market and economic scenarios. A deterioration of the situation on the money and capital
markets, a loss of reputation or a decrease in VWFSAG Group’s or VWLGMBH'’s creditworthiness could greatly
undermine VWLGMBH's ability to refinance itself. Even if its assets and available funding arrangements provide
VWLGMBH with sufficient liquidity, its costs of funding could increase.

If these sources of funding are not available on a regular basis for any reason, including the occurrence of events
of default, deterioration in loss experience on the collateral, breach of financial covenants or portfolio and pool
performance measures, disruption of the asset-backed market or otherwise, VWLGMBH would be required to
revise the scale of its business which would have a material adverse effect on its financial position, liquidity and
results of operations. In an adverse scenario the inability to service due debt could potentially lead to insolvency.

VWLGMBH's liquidity and long-term viability depends on many factors including its ability to successfully raise
capital and secure appropriate financing. In addition, under the German MaRisk, VWLGMBH has to fulfill liquidity
risk ratios which may affect the type and amount of high-quality liquid assets VWLGMBH is required to maintain.
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In addition, VWLGMBH is indirectly affected by the policies of national governments and EU institutions, such as
the European Central Bank, which influences and steers the money and credit supply in the Eurozone.

As VWLGMBH is part of the group of consolidated companies of VWFSAG Group, which is supervised by the
European Central Bank, VWLGMBH in its consolidated context has to comply with all liquidity regulations that
apply for this group.

The credit rating of Notes issued by VWLGMBH is subject to changes of Volkswagen AG’s and
VWFSAG’s credit rating. Negative changes to Volkswagen AG’s or VWFSAG’s credit rating could
adversely affect the credit ratings of securities issued by VWLGMBH and in turn VWLGMBH’s funding
costs, financial condition and results of operation.

VWFSAG is a wholly-owned subsidiary of Volkswagen AG. Due to the strong strategic and economic interlinkage
between these two companies, the credit rating of VWFSAG remains strongly dependent on the economic
development and on the credit rating of Volkswagen AG. The rating of notes issued by VWLGMBH strongly
depends on the credit rating of VWFSAG as guarantor of these notes.

VWLGMBH’s refinancing opportunities may be adversely affected by a rating downgrade or a rating withdrawal of
any of VWFSAG’s credit ratings, which includes transaction ratings. For example, if VWFSAG’s credit ratings
worsen, the demand from money and capital market participants for securities issued by VWLGMBH and thus the
access to these funding sources may be negatively affected. Additionally, a rating downgrade could adversely
impact the rates of interest VWLGMBH has to pay. This could also have a similar impact on other funding sources,
such as credit lines and ABS transactions.

Furthermore, a credit rating may not correctly reflect the potential impact of solvency risks of VWFSAG as
guarantor or VWLGMBH as issuer of notes. The rating agencies that currently, or in the future assign a rating to
VWFSAG or VWLGMBH or its notes may change their assessment criteria. This could result in a rating action,
which is based on such criteria change, but need not necessarily be related to a deterioration or improvement of
the solvency of VWFSAG or VWLGMBH.

VWLGMBH is exposed to the risk of unexpected negative stress test results of VWFSAG Group.

VWLGMBH is not directly subject to stress test exercises of the European Central Bank, but since its parent
company is, it cannot be ruled out that indirect impacts could arise for VWLGMBH if VWFSAG Group receives
negative results on such stress tests.

The publication of the results of VWFSAG Group’s stress test, its evaluation by financial market participants or the
market’s general impression that a stress test is not strict enough, could have a negative impact on VWFSAG
Group’s and therefore on VWLGMBH’s reputation. This may lead to a lower ability to refinance itself as well as
increasing costs of funding. Hence, the risk of negative stress test result of VWFSAG Group could have a material
adverse effect on VWLGMBH's business, results of operations or financial condition.

VWLGMBH is exposed to the risk of insufficient insurance coverage that may arise due to higher than
expected damages or intentionally uninsured risks.

VWLGMBH has obtained insurance coverage in relation to a number of risks associated with its business activi-
ties under Volkswagen Group insurances that are subject to standard exclusions, such as willful misconduct.
Where the risks arising from legal disputes and investigations can be assessed, are transparent and economically
reasonable, adequate insurance cover is taken out for these risks and appropriate provisions are recognized for
the remaining identifiable risks.

However, as some risks cannot be identified or can only be assessed to a limited extent, there is a risk that losses
or damages occur which are not covered by insurance and/or provisions. In addition, there are risks left
intentionally uninsured based on VWLGMBH'’s cost benefit analysis and VWLGMBH therefore has no insurance
against these events. As a result, if VWLGMBH sustains damages for which there is no or insufficient insurance
coverage or encounters restrictions on insurance coverage, the above-described risks may have a material
adverse effect on VWLGMBH’s general business activities, net assets, financial position and results of operations.

Tax laws and their interpretation may adversely affect VWLGMBH’s financial condition and results of
operations.

VWLGMBH is subject to tax legislation in a number of countries. Although the tax department, supported by local
advisors, monitors the international tax situation, there are latent tax risks due to possible modifications or general
changes to the tax regime, tax law, accounting principles or other laws of jurisdictions (including, but not limited to,
changes in applicable tax rates and requirements relating to withholding taxes on remittances and other payments
by subsidiaries, associates and joint ventures) by the competent authorities in those countries. Modifications or
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changes could occur during the lifetime of the assets and liabilities of VWLGMBH and may have a material
adverse effect on its business, net assets, financial condition and results of operations.

Moreover, VWLGMBH is exposed to tax risks, which could arise in particular as a result of tax audits or as a result
of past measures. Ongoing or future tax audits may lead to demands for back taxes, tax penalties and/or similar
payments. Such payments may arise, for example, from the full or partial non-recognition of intra-group transfer
prices. In countries where there are no limitation periods for tax payments, VWLGMBH may also face demands
for back taxes relating to earlier periods. Taking this under consideration VWLGMBH's provisions for tax risks
may be insufficient to cover possible settlement amounts. The occurrence of these risks could have a material
adverse effect on VWLGMBH's net assets, financial position and results of operations.

VWLGMBH could be adversely affected by an event or several successive events that might cause
reputational damage.

Various issues may give rise to reputational risk and cause harm to VWLGMBH. Reputational risk denotes the
danger that an event or several successive events might cause reputational damage (public opinion), which might
limit VWLGMBH’s current and future business opportunities and activities (potential success) and thus lead to
indirect financial losses (customer base, sales, equity, refinancing costs etc.) or direct financial losses (penalties,
litigation costs etc.). Damage to VWLGMBH's reputation or image could result in a direct effect on the financial
success.

The issues that could give rise to reputational risk include product recalls, reputation loss for the Volkswagen
Group in general, legal and regulatory requirements, antitrust and competition law issues, ethical issues,
environmental issues, money laundering and anti-bribery laws, data protection laws, information security policies,
or problems with services provided by VWLGMBH or by third parties on its behalf. Failure to address these issues
appropriately could also give rise to additional legal risk, which could adversely affect existing litigation claims
against VWLGMBH and the amount of damages asserted against VWLGMBH or subject it to additional litigation
claims or regulatory sanctions. Any of the above factors could have a material adverse effect on the brand,
reputation, business, financial condition and results of operations of VWLGMBH

As VWLGMBH operates in different countries, different cultures and jurisdictions, VWLGMBH may respond
differently to the same issues they face and the way in which they choose to address them. Therefore, there can
be no assurance that certain issues which may be positively received in certain jurisdictions would be poorly
received in other jurisdictions and VWLGMBH may suffer reputational loss as a result of such decisions, which
could adversely affect its business, financial condition and results of operations.

VWLGMBH could face risks resulting from its supply of collateral for potential intergroup refinancing
provided by Volkswagen Bank.

VWLGMBH is authorized to provide substantial collateral in order to secure intercompany loans from Volkswagen
Bank to VWLGMBH and other subsidiaries of VWFSAG Group. If VWLGMBH uses its authorization to provide
collateral and Volkswagen Bank enters into default or encounters difficulties, VWLGMBH could face the risk of
recourse to its provided collaterals. This could materially adversely effect on VWLGMBH'’s business, financial
condition and results of operations.

In the course of the currently implemented reorganisation project, a separation of the credit and deposit
taking business from the Non-credit business within the European Economic Area should be carried out.
Arising from this separation, VWLGMBH could be affected by various risks such as operational risks,
legal risks or regulatory risks.

The VWFSAG Group is currently implementing a material reorganisation project. Its main purpose is to reduce
organizational and regulatory complexity by separating the credit and deposit taking business within the European
Economic Area (EEA) from the Non-credit business. This is done by transferring almost all credit and deposit
taking business performed in the EEA to Volkswagen Bank GmbH or its subsidiaries and spinning off Volkswagen
Bank Group to VW AG. In this context, several entities and portfolios of VWFSAG including the risks inherent
have to be transferred to Volkswagen Bank Group. Therefore Volkswagen Bank Group operations are
reorganized accordingly.

While such reorganisation does not increase the risk implied in the business model of VWLGMBH in total, risks
may be caused by decisions made or the implementation of such decisions in the course of the reorganisation.

Reorganisation is accompanied by ‘planning risks’. Thus, it is unknown whether the expectations and objectives
that are associated with the reorganisation can actually be achieved. Various risks such as the following could
arise.

For the reorganisation, new job profiles have to be developed, new responsibilities have to be clarified, areas of
responsibility have to be handed over and employees have to be trained. In this process, dyssynergies could
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arise from the distribution of personnel, since employees' know-how cannot be transferred quickly and in full. Also,
reorganisation could entail a high burden on the affected employees, as they have to adapt to the new
organization and possibly new processes under time pressure. Transfers of employees to other entities could also
lead to employee insecurity and might affect work quality. In sum, these developments may have a negative
impact on net assets, financial positions and results of operations of VWLGMBH.

Furthermore, reorganisation may entail major challenges for IT. New authorization concepts must be developed
and implemented. In doing so, a strict roll separation of access options must be ensured and new persons
responsible for approvals and roll construction have to be named. An increased test effort, which binds employee
capacities, and a weaker performance of the systems to be revised can be the consequence with negative impact
on the work ability of VWLGMBH.

A further risk could be caused by a change in customer behavior arising from the reorganisation. Investors and
customers are possibly considering the new company structure critically and might not be willing to maintain the
current level of business with VWLGMBH. There is a risk that the reorganisation might disturb normal business
activities at short notice caused by potential difficulties with the operational implementation of new processes
during the acclimatization phase. It cannot be ruled out, that the transition will not work without any issues
towards customers. This could have a material adverse effect on VWLGMBH business results.

In the course of its reorganisation or operating activities afterwards, VWLGMBH could become subject to legal
disputes, governmental investigations or other official proceedings in Germany as well as abroad. In particular,
but not limited to the following scenarios, such proceedings may be initiated by relevant authorities, suppliers,
employees, or investors and could relate to, inter alia, legal and regulatory requirements and information security
policies. Furthermore, the project related transactions of companies may fail or cause financial damages due to
but not limited to rejection by regulators or claims from tax authorities.

Each of VWLGMBH operations after the reorganisation also faces the risk that the relevant supervisory body may
find it has failed to comply with applicable regulations and any such regulatory proceedings could result in
adverse publicity for, or negative perceptions regarding, such supervised entity, which could reflect on
VWLGMBH. In addition, any significant regulatory action against a member of VWLGMBH could have a material
adverse effect on its business results.
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Risk Factors regarding Volkswagen Financial Services N.V.

The following is a disclosure of principal risk factors that may affect VWFSNV's ability to fulfil its obligations under
the Notes.

Prospective investors should consider all information provided in this Prospectus and should take into account
their current financial situation and their investment objectives before deciding whether to invest in the Notes.
Prospective investors are also advised to consult their own tax advisers, legal advisers, accountants or other
relevant advisers as to the risks associated with, and consequences of, the purchase, ownership and disposition
of the Notes including the effect of any laws of each country in which they are resident.

In addition, prospective investors should be aware that the described risks may result in a significant decrease in
the price of the Notes up to a total loss of interest and the invested capital.

Volkswagen Group is facing investigations and potential impacts out of discrepancies related to the
diesel issue that have had and may continue to have a material adverse effect on the business, financial
condition and operations of VWFSNV.

Risks resulting from the diesel issue

Government authorities in a number of jurisdictions are conducting investigations regarding findings of
irregularities in relation to nitrogen oxide emissions that had been discovered in emissions tests on certain
vehicles with Volkswagen Group diesel engines. The results of these and any future investigations may have a
material adverse effect on Volkswagen Group's business, financial position and results, the price of securities and
its reputation.

VWEFSNV’s commercial success largely depends on the financial health and the reputation of the ultimate
shareholder Volkswagen AG and due to the recent events, VWFSNV may not succeed in obtaining funds for
financing requests in due time and to the extent necessary.

VWFSNV could become involved in legal or regulatory proceedings specifically in relation to the diesel issue
indirectly in connection with potential claims against Volkswagen AG, other subsidiaries of the Volkswagen Group
or dealers. Governmental authorities in various jurisdictions have also commenced investigations involving certain
of VWFSAG's subsidiaries, the outcome of which is not yet certain. It cannot be excluded that governmental
authorities start investigations against VWFSAG and/or its subsidiaries including VWFSNV.

Finally, the European Central Bank could increase the regulatory pressure on VWFSAG Group as a direct
consequence of the diesel issue. Such regulations (e.g. higher equity requirements, increased processing and
documentation costs, or additional personnel) may result in higher costs for VWFSAG Group and might have an
impact on VWFSNV as well.

The emission issue could result in negative effects on the reputation of the trademark VW and thus VWFSNV.
Reputational damage (public opinion) and possible loss of customer confidence might limit VWFSNV’s current
and future business opportunities and activities in its business and could lead to indirect or direct financial losses.

Additionally, the diesel issue could impact or exacerbate other risks related to VWFSNV described in this
Prospectus.

Disruptions and declines in the global economy, geopolitical tensions and country specific challenges
might have negative effects on the business of VWFSNV.

As a globally active financial company, VWFSAG and VWFSNV as VWFSAG’s subsidiary benefits from stable
markets and a growing world economy. A weakening of the global economy may have a negative impact on
VWFSAG Group's business. Currently, the risks to sustained global economic growth principally are structural
deficits, which pose a threat to many industrialized nations and emerging economies.

As such, economic growth and developments in some industrialized countries and emerging markets have been
endangered by volatility in the financial markets and structural deficits. In particular, high levels of public and
private debt, movements from major currencies, volatile commodity prices, political uncertainty as well as a
continued lack of consumer confidence in some markets have negatively impacted consumption, damaging the
macroeconomic environment which may deteriorate further. Additional risks to the economic environment could
arise from protectionist tendencies. Stagnation or declines in countries and regions that are major economic
centers have an immediate effect on the global economy and thus pose a key risk for VWFSNV’s business.

In the Eurozone, the continuing economic uncertainty, including the slower than expected economic recovery,
largescale government austerity measures and tax increases, could lead to significant long-term economic
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weakness and low economic growth. In particular, a sustained economic recovery is hindered by the situation of
numerous financial institutions which may still not have the stability and ability to withstand a crisis.

The growth markets of Asia, South America, and Central and Eastern Europe are particularly important in terms
of the global trend in demand for passenger cars and commercial vehicles and consequently for financing and
leasing business. Although these markets harbor considerable potential, the underlying conditions in some of the
countries in these regions make it difficult to increase sales figures there. The economic performance of some
emerging economies is being overshadowed primarily by overindebtedness, reliance on capital inflows and social
tensions. Moreover, corruption, inadequate government structures and a lack of legal certainty also pose risks.
Declines in growth in those important markets may have an immediate impact on global economic conditions.
Geopolitical tensions and conflicts are a further major risk to the performance of individual economies or regions.
Economic weakness, structural deficits and geopolitical risk have had, and may continue to have, an adverse
effect on the business, liquidity, financial condition and results of operations of VWFSAG Group and might have
an impact on VWFSNV as well.

The prospective withdrawal of the UK from the EU could adversely affect the economic conditions in UK,
Europe and globally and in particular the British and European markets and thus, may have a negative
impact on the business, financial condition and results of operations of VWFSAG Group.

A referendum on the United Kingdom's membership in the European Union was held on 23rd June 2016 and
resulted in a vote in favor of the withdrawal of the United Kingdom from the European Union (“Brexit”). The UK will
remain a member state until it reaches an agreement in relation to withdrawal from the EU (or, if earlier, the
expiration of a two year notification period following the notification of the European Council of its intention to
withdraw). The notification of the intention to withdraw was submitted on 29th March 2017 pursuant to Article 50
of the TREATY ON EUROPEAN UNION (“European Treaty”).

It is possible that the withdrawal process may last significantly longer than the two year period envisaged by the
European Treaty. In such a case the European Treaty will cease to apply for the United Kingdom and the
withdrawal will become effective unless the European Council, in agreement with the Member State concerned,
unanimously decides to extend this period. The prospective withdrawal of the UK from the EU may potentially
introduce significant new uncertainties and instability in the UK and the EU. It may also increase market volatility
and might lead to disruptions for the European and global financial markets. This may particularly affect the British
and European markets.

Overall, the prospective withdrawal of the UK from the EU may have a negative impact on the business, financial
condition and results of operations of VWFSAG Group and VWFSNV as VWFSAG'’s subsidiary.

VWFSNV is exposed to strategic risk that could arise from unfavorable decisions on business
development, products, pricing, investments in infrastructure or personnel.

VWFSNV's management is regularly required to make strategic decisions that can have a significant impact on its
reputation, general business activities, net assets, financial position and results of operations. These decisions
can cover a broad range of issues and include, for example, decisions relating to the entry into (or exit from)
particular businesses or investments into particular infrastructure (including IT infrastructure), risk management or
the hiring of key personnel. Strategic risk means the risk of a direct or indirect loss through strategic decisions that
are defective or based on false assumptions. Strategic risk also includes the failure to implement strategic
objectives and the risks arising from the integration/ reorganisation of technical systems, personnel and corporate
culture as well as the risk that the implementation of strategic objectives may only be possible at a higher-than-
expected cost.

Should a strategic risk scenario materialize, it could endanger VWFSNV's existence or lead to lower profits and
could have a material adverse effect on reputation, general business activities, net assets, financial position and
results of operations of VWFSNV.

Deviations between expected and realized profit and loss positions may lead to earnings risk for VWFSNV.

Earnings risks denote the danger of deviations between planned and realized figures of specific profit- and loss-
positions in the income statement of VWFSNV that are not covered by the risk types described in this Prospectus.
This includes the risks of potentially lower income due to a sharp decrease of business volume or due to
unexpected high costs. Should any of these risks materialize, reduced profits could have a material adverse effect
on the business, financial condition and results of operations of VWFSNV.

VWFSNV is exposed to the risk that its borrowers may default or that the credit quality of its borrowers or
other contractual counterparties may deteriorate.

The risk of counterparty default at VWFSNV is defined as the potential negative deviation of the actual
counterparty risk outcome from the planned one. The deviation in outcome occurs when the actual loss exceeds
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the expected loss due to changes in credit ratings or credit losses. VWFSNV distinguishes between credit risk
from intercompany loans, counterparty risk and country risk.

Credit Risk from intercompany loans

Credit risk from intercompany loans arises from loans of VWFSNV to companies that are part of Volkswagen
Group. The risk represents the potential loss from the exposures including funding in case of failure of such
companies, which arises when transactions with these companies were not reduced or stopped before default.
Should this risk materialize, this could have a material adverse effect on VWFSNV’s financial position.

Counterparty Risk

Counterparty risk arises primarily from interbank overnight and term deposits or the entering into derivative
transactions with financial institutions (e.g. to manage interest rate risk and foreign currency exposure). If
counterparty risks materialize, either by way of default or deterioration in the credit standing of VWFSNV’s
contractual counterparties this could have a material adverse effect on VWFSNV’s net assets, financial position
and results of operations.

Country Risk

Country risk comprises risks in international commerce, which arise not from the contracting partner itself but due
to its location abroad. Political or economic developments as well as difficulties in the overall financial system in a
particular country may impact cross-border capital services such as transfer restrictions induced by official
measures in a foreign country such as capital controls.

The country risk is analyzed and taken into account by VWFSNV, particularly with regard to lending to customers.

VWFSNV is exposed to operational risks, such as process risks, personnel risks, technology risks and
external risks that could have negative effects on its business.

Operational risk at VWFSNYV is defined as the threat of losses that arise from the inappropriateness or failure of
internal processes (process risks), people (personnel risks), systems (technology risks) or external factors
(external risks, e.g. terror attacks). This definition includes legal risks.

VWESNV relies on internal and external information and technological systems to manage its operations and is
exposed to risk of loss resulting from breaches of security or laws, system or control failures, inadequate or failed
processes, human error, business interruptions and external events etc. Any of these events could have a
material adverse effect on business operations, increase the risk of loss resulting from disruptions of normal
operating procedures, cause considerable information retrieval and verification costs, and potentially results in
financial losses or other damage to, including damage to VWFSNV’s reputation. Operational risks are increasingly
important due to the rising complexity of the financial services industry, the growing speed of innovation as well as
the increased use of new technology in the financial services business.

Process Risks

The efficient, day-to-day performance of the business of VWFSNV relies heavily on a large number of internal
processes (the so called process risk), for example on regulatory reporting processes and risk reporting
processes. Any missing, outdated or defective processes as well as critical flaws in processes or failure by
VWFSNV's employees to properly follow any critical processes can expose VWFSNV to significant risks and
could have a material adverse effect on the business, financial condition and results of operations of VWFSNV.

Personnel Risks

The individual skills and technical expertise of VWFSNV's employees are a major factor contributing to
VWESNV’s success. Unintended errors, unauthorised actions or wrong decisions as well as any failure to attract
a sufficient number of new employees and to retain qualified employees may lead to significant competitive
disadvantages. Because of demographic developments VWFSNV has to cope with changes relating to an aging
workforce and has to secure a sufficient number of qualified young persons with the potential to become the next
generation of highly skilled specialists and executives.

Competition for qualified personnel is increasing and if VWFSNV fails to retain qualified personnel to the
necessary extent, or if it fails to add additional qualified personnel or to continue to train existing personnel,
VWFSNV may not reach its strategic and economic objectives.

In addition, unintended errors, unauthorized actions or wrong decisions may lead to significant competitive
disadvantages.

Technology Risks

A functioning and secure IT is essential for the ongoing business and thus for the success of VWFSNV. IT risks
include among others unauthorized access to sensitive data and information as well as limited system availability
due to downtime or natural disasters. Any disruption of business operations, due to unavailability, incompleteness
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or incorrectness of data, could have a material adverse effect on the ability of VWFSNV to satisfy customers and
can result in damage to VWFSNV’s reputation and/or in financial losses.

VWFSNV addresses the risk of unauthorized access to corporate data by using firewall and intrusion prevention
systems and a dual authentication procedure. VWFSNV achieves additional protection by restricting the allocation
of access rights to systems and information and by keeping backup copies of critical data resources. For this,
VWEFSNV uses technical resources that have been tried and tested in the market, adhering to standards
applicable throughout VW Group. By implementing redundant IT infrastructures, VWFSNV protects itself against
risks that occur in the event of a systems failure or natural disaster.

VWFSNV continuously takes measures against identified and anticipated risks during the software development
process, when protecting the IT infrastructure and also in the allocation of access rights to systems and data
resources. Rapid technological advancement however, creates a residual risk in relation to IT security that cannot
be managed completely.

External Risks

The occurrence of catastrophic or unforeseen events (so called external risks), including natural disasters,
terrorist attacks, the emergence of a pandemic, strike, fire or other widespread emergency could create economic
and financial disruptions, lead to operational difficulties (including travel limitations or relocation of affected
employees) that could have an adverse effect on VWFSNV'’s financial condition and results of operations.

Dependency on service providers and on contracted services that may be rendered incompletely or not at
all could have negative effects on the business operations of VWFSNV.

As part of its operative activities, VWFSNV uses the support of external service providers. Generally, the selection
and cooperation with external service providers is regulated by instructions and processes of VWFSNV. In
connection with external service providers, there are risks that cannot be excluded despite minimizing risk targets
and instruments.

VWFSNV faces the risk that the contracted services are not rendered in full or not at all. This could cause an
increased financial burden to purchase the services in the required scope, time and quality. In exceptional cases,
an external service provider could terminate business operations abruptly or with a short lead time, for example
due to insolvency or disaster scenarios. Finally, the aforementioned risks could result in VWFSNV providing
services to its stakeholders with delay, in lower quality or not at all. These risks may financially affect VWFSNV.

VWFSNYV is exposed to litigation risk that may result from legal disputes, governmental investigations or
other official proceedings with various stakeholders.

In the course of its operating activities, VWFSNV could become subject to legal disputes, governmental
investigations or other official proceedings in The Netherlands as well as abroad. In particular, but not limited to
the following scenarios, such proceedings may be initiated by relevant authorities, suppliers, business relations or
investors and could relate to, inter alia, legal and regulatory requirements, competition issues, ethical issues,
money laundering laws, data protection laws non-compliance with civil law and information security policies. For
the companies involved, these proceedings may result in payments, regulatory sanctions or other obligations.

Litigation is inherently uncertain and VWFSNV could experience significant adverse results regardless of the
merits of any alleged claims or outcomes of proceedings in which it is directly or indirectly involved. In addition,
adverse publicity relating to allegations involving VWFSNV, VWFSAG Group or the Volkswagen Group may
cause significant reputational harm that could have a material adverse effect on VWFSNV.

Any of the foregoing could have a material adverse effect on VWFSNV’s business, financial position, results of
operations and its reputation.

Increased regulations and measures could affect business profitability and result of operations of
VWFSNV.

As a response to the crisis in the financial markets most jurisdictions have imposed increased regulations and
implemented measures to prevent future financial crisis or diminish their effects. Such implemented or planned
regulations and measures may lead to additional costs, materially affecting business, results of operations and
profitability of VWFSNV. In order to prevent future financial crisis, legislators may decide on additional charges
and taxes, for example the introduction of taxes on financial market transactions. Any such new rules may have a
negative impact on the net assets, financial position and result of operations of VWFSNV.

In addition, any significant regulatory action against a member of VWFSAG Group could have a material adverse
effect on VWFSNV’s business results.
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As part of VWFSAG Group, VWFSNV is exposed to the risk of higher regulatory costs and reduced levels
of activities resulting from the supervision of banks.

EU institutions have created a single supervisory mechanism for the supervision of banks and other credit
institutions (“SSM”). Under the SSM, the ECB has been given specific tasks related to financial stability and
banking supervision. Within the SSM, the ECB directly supervises significant banking groups in the Euro area,
including VWFSAG Group.

The implementation of regulatory changes in the course of the supervision of banks has already resulted in higher
costs and future implementation of further changes may continue to increase the cost of compliance as well as
other costs for VWFSAG Group. VWFSNV, as part of VWFSAG Group, might be affected by higher regulatory
costs as well. Moreover, depending on the type of regulatory changes, the regulatory aspects could also lead to
reduced levels of activity. Both, increasing costs of compliance and reduced levels of activities might have an
adverse effect on VWFSNV’s business, financial condition and results of operations.

VWFSNV has to comply with comprehensive and constantly changing government regulations which
bears the risk that laws are not being adhered to properly or efficiently.

Compliance with law is a basic precondition for the success of VWFSNV. The growing international scale of
VWFSNV’s business operations as well as the increasing number and complexity of legal regulations increase the
risk that legal requirements are violated, either because they are not known or because they are not fully
understood. VWFSNV has established a compliance system to make sure that all representatives, managers and
employees act within the legal requirements in each jurisdiction in which VWFSNV operates. However, there
remains a risk that representatives, managers or employees do not act in compliance with applicable laws. A
violation of applicable law could lead to the imposition of penalties, liabilities, additional compliance costs,
restrictions on or revocations of VWFSNV’s permits and licenses, restrictions on or prohibitions of business
operations and other adverse consequences.

VWFSNV believes that it maintains all material licenses and permits required for the current operations and that it
is in substantial compliance with all applicable regulations. However, there can be no assurance, that VWFSNV
will be able to maintain all required licenses and permits, and the failure to satisfy those and other regulatory
requirements could have a material adverse effect on its operations. Further, the adoption of additional, or the
revision of existing, rules and regulations could have a material adverse effect on VWFSNV’s business. Costs of
compliance with applicable laws are considerable and such costs are likely to increase

The compliance and risk management systems of VWFSNV may prove to be inadequate to prevent and
discover breaches of laws and regulations or might not be able to identify, measure and take appropriate
countermeasures against all relevant risks.

In connection with its worldwide business operations, VWFSNV must comply with a range of legislative and
regulatory requirements in a number of countries. VWFSNV has a compliance and risk management system that
supports VWFSNV'’s operational business processes, helps to ensure compliance with legislative and regulatory
provisions and, where necessary, initiates appropriate countermeasures.

Members of VWFSNV’s governing bodies, employees or authorized representatives may violate applicable laws,
regulatory requirements, internal standards and procedures. VWFSNV may not be able to identify such violations,
evaluate them correctly or take appropriate countermeasures. Furthermore, VWFSNV’s compliance and risk
management systems may not be appropriate to its size, complexity and geographical diversification and may fail
for various reasons. In addition, on the basis of experience, VWFSNV cannot rule out that, for example in contract
negotiations connected with business initiation, members of VWFSNV’s governing bodies, employees, or
authorized representatives have accepted, granted or promised advantages for themselves. VWFSNV’s
compliance and risk management system may not be sufficient to prevent such actions.

The occurrence of these risks may result in a reputational loss and various adverse legal consequences, such as
the imposition of fines and penalties.

If any of these risks were to materialize, this could have a material adverse effect on VWFSNV’s business, net
assets, financial condition and results of operations.

VWFSNV is exposed to various market risks, which consist of interest rate risk and foreign currency risk.

In the course of VWFSNV’s regular business activities, financial risks may arise from changes in interest rates
and exchange rates.

VWFSNV is particularly exposed to major market price risks and potential losses resulting from disadvantageous
changes in market prices that trigger a change in the value of open interest rate or currency positions.



-94 -

Interest Rate Risk

Interest rate risk includes potential losses from changes in market rates. These risks result from refinancing at
non-matching interest periods and from different degrees of interest rate elasticity of individual assets and
liabilities. The consequences of unforeseen interest rate changes mainly comprise interest rate losses due to the
potential carrying of primarily long-term fixed interest rates on the asset side and short-term interest rates on the
liability side.

Foreign Currency Risk

Currency risks arise in connection with deviations from numerical inconsistencies between foreign currency items
shown in assets and in liabilities. In individual cases, open currency items are conceivable. The functional
currency and reporting currency of VWFSNV is the Euro. However, because VWFSNV operates in many
countries outside the Eurozone, it has substantial assets, liabilities, revenues and costs denominated in
currencies other than the Euro. This leads to an exposure to exchange rate volatility as a result of potential
mismatches between the currencies in which assets and liabilities are denominated and as a result of the
exchange rate and/or evaluation effect on reported earnings, equity and other financial parameters. If foreign
currency risks would materialize, substantial losses in all positions affected by foreign currencies could occur.

VWFSNV’s hedge-accounting strategy towards interest rate and foreign currency risks may turn out to be
ineffective in respect to IFRS accounting. This could lead to volatility in the P&L statements. VWFSNV hedges
interest rate risks, where appropriate in combination with currency risks, and risks arising from fluctuations in the
value of financial instruments by means of interest rate swaps, cross-currency interest rate swaps and other
interest rate contracts with matching amounts and maturity dates. This also applies to financing arrangements
within the Volkswagen Group. In addition VWFSNV hedges certain foreign currency risks using hedging
instruments, which include currency forwards and cross-currency swaps.

VWEFSNV utilizes a range of instruments and strategies to hedge these risks. If these instruments and strategies
prove to be partly or entirely ineffective, VWFSNV may sustain losses out of unhedged positions that were
actually intended to have been hedged.

It cannot be ruled out that these risks are unsuccessfully, not adequately or not fully hedged and thus leave an
exposure to fluctuations in prices which could have a significant adverse effect on the financial situation of
VWFSNV.

The business of VWFSNV requires substantial funding and liquidity and disruption in VWFSNV’s funding
sources or access to the capital markets could have a material adverse effect on its business, liquidity,
cash flows, financial condition and results of operations.

Liquidity risk refers to the risk that due payment obligations cannot be met in full or in a timely manner, or - in the
case of a liquidity crisis - that refinancing instruments can only be obtained at higher market rates or not at all or
assets can only be sold at a discount to market prices. Therefore, liquidity risk describes the risk that required
funding cannot be obtained, or can only be obtained at higher costs.

VWFSNV’s continued operations require access to significant amounts of funding. VWFSNV carries out
refinancing separately from Volkswagen Group’s liquidity holdings. Nevertheless, VWFSNV regularly receives
substantial amounts of funding from Volkswagen Group. Furthermore, VWFSAG might provide substiantial
amounts of funding to VWFSNV. Therefore, VWFSNV is dependent on Volkswagen Group’s and VWFSAG's
liquidity situation.

Historically, VWFSNV has mainly satisfied its funding requirements through the issuance of short and long-term
debt securities and bank loans. VWFSNV is therefore dependent on continued access to these funding sources.
Due to its ongoing funding needs, VWFSNYV is exposed to liquidity risk in the event of prolonged closure of debt or
credit markets or limited credit availability. If VWFSNV cannot access existing or new sources of funds,
insufficient liquidity would have a material adverse effect on its business, liquidity, cash flows, financial condition
and results of operations.

There can be no assurance that VWFSNV’s current financing arrangements will provide it with sufficient liquidity
under various market and economic scenarios. A deterioration of the situation on the money and capital markets,
a loss of reputation or a decrease in VWFSAG Group’s or VWFSNV’s creditworthiness could greatly undermine
VWEFSNV's ability to refinance itself. Even if its available funding arrangements provide VWFSNV with sufficient
liquidity, its costs of funding could increase.

VWFSNV’s liquidity and long-term viability depend on many factors including its ability to successfully raise capital
and secure appropriate financing.

In addition, VWFSNV is indirectly affected by the policies of national governments and EU institutions, such as the
European Central Bank, which influences and steers the money and credit supply in the Eurozone.
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As VWFSNV is part of the group of consolidated companies of VWFSAG Group, which is supervised by the
European Central Bank, VWFSNV in its consolidated context has to comply with all liquidity regulations that apply
for this group.

Negative changes to Volkswagen AG’s or VWFSAG’s credit rating and credit ratings of securities issued
by VWFSNV could adversely affect VWFSNV’s funding costs, financial condition and results of operation.

VWFSAG is a wholly-owned subsidiary of Volkswagen AG. Due to the strong strategic and economic interlinkage
between these two companies, the credit rating of VWFSAG remains strongly dependent on the economic
development and on the credit rating of Volkswagen AG. The rating of notes issued by VWFSNV strongly
depends on the credit rating of VWFSAG as guarantor of these notes.

VWFSNV’s refinancing opportunities may be adversely affected by a rating downgrade or a rating withdrawal of
any of VWFSAG’s credit ratings, which includes transaction ratings. For example, if VWFSAG’s credit ratings
worsen, the demand from money and capital market participants for securities issued by VWFSNV and thus the
access to these funding sources may reduce. Additionally, a rating downgrade could adversely impact the rates of
interest VWFSNV has to pay. This might as well have a similar impact on other funding sources like credit lines.

Furthermore, a credit rating may not correctly reflect the potential impact of solvency risks of VWFSAG as
guarantor or VWFSNYV as issuer of the notes. The rating agencies that currently, or in the future, assign a rating to
bonds issued by VWFSNV may change their assessment criteria. This could result in a rating action, which is
based on such criteria change, but need not necessarily be related to a deterioration or improvement of the
solvency of VWFSAG or VWFSNV.

VWFSNV is exposed to the risk of unexpected negative stress test results of VWFSAG Group.

VWESNV is not directly subject to stress test exercises of the European Central Bank, but since its parent
company is, it cannot be ruled out that indirect impacts could arise for VWFSNV if VWFSAG Group receives
negative results on such stress tests.

The publication of the results of VWFSAG Group’s stress test, its evaluation by financial market participants or the
market’s general impression that a stress test is not strict enough, could have a negative impact on VWFSAG
Group’s and therefore on VWFSNV'’s reputation. This may lead to a lower ability to refinance itself, as well as
increasing costs of funding. Hence, the risk of negative stress test result of VWFSAG Group could have a material
adverse effect on VWFSNV’s business, results of operations or financial condition.

Tax laws and their interpretation in The Netherlands and in countries in which counterparties are located
with which VWFSNV has business relationships may adversely affect VWFSNV’s financial condition and
result of operations.

VWEFSNV is subject to tax legislation in a number of countries. Modifications to the tax regime (including, but not
limited to, changes in applicable tax rates and requirements relating to withholding taxes on remittances and other
payments by subsidiaries, associates and joint ventures) by the competent authorities in those countries may
have a significant effect on VWFSNV’s financial condition and results of operations.

Any changes in the tax or other laws of The Netherlands and of jurisdictions in which counterparties are located
with which VWFSNV has business relationships (including, but not limited to, changes in applicable tax rates)
could have a material adverse effect on VWFSNV’s financial condition and result of operations.

Moreover, VWFSNV is exposed to tax risks, which could arise in particular as a result of tax audits or as a result
of past measures. Ongoing or future tax audits may lead to demands for back taxes, tax penalties and / or similar
payments. Such payments may arise, for example, from the full or partial non-recognition of intra-group transfer
prices. In countries where there are no limitation periods for tax payments, VWFSNV may also face demands for
back taxes relating to earlier periods. Taking this under consideration VWFSNV's provisions for tax risks may be
insufficient to cover possible settlement amounts. The occurrence of these risks could have a material adverse
effect on VWFSNV's net assets, financial position and results of operations.

VWFSNV could be adversely affected by an event or several successive events that might cause
reputational damage.

Various issues may give rise to reputational risk and cause harm to VWFSNV. Reputational risk denotes the
danger that an event or several successive events might cause reputational damage (public opinion), which might
limit VWFSNV’s current and future business opportunities and activities (potential success) and thus leads to
indirect financial losses (equity, refinancing costs etc.) or direct financial losses (penalties, litigation costs etc.).
Damage to VWFSNV's reputation or image could result in a direct effect on the financial success of VWFSNV.
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The issues that could give rise to reputational risk include reputation loss for the Volkswagen Group in general,
legal and regulatory requirements, antitrust and competition law issues, ethical issues, money laundering and
anti-bribery laws, data protection laws, information security policies, problems with services provided by VWFSNV
or by third parties on their behalf. Failure to address these issues appropriately could also give rise to additional
legal risk, which could adversely affect existing litigation claims against VWFSNV or its subsidiaries and the
amount of damages asserted against VWFSNV or subject VWFSNV to additional litigation claims or regulatory
sanctions. Any of the above factors could have a material adverse effect on the brand, reputation, business,
financial condition and results of operations of VWFSNV.
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Risk Factors regarding Volkswagen Financial Services Japan Ltd.

The following is a disclosure of principal risk factors that may affect VWFSJ's ability to fulfil its obligations under
the Notes.

Prospective investors should consider all information provided in this Prospectus and should take into account
their current financial situation and their investment objectives before deciding whether to invest in the Notes.
Prospective investors are also advised to consult their own tax advisers, legal advisers, accountants or other
relevant advisers as to the risks associated with, and consequences of, the purchase, ownership and
disposition of the Notes including the effect of any laws of each country in which they are resident.

In addition, prospective investors should be aware that the described risks may result in a significant decrease
in the price of the Notes up to a total loss of interest and the invested capital.

Volkswagen Group is facing investigations and potential impacts out of discrepancies related to the
diesel issue that have had and may continue to have a material adverse effect on the business, financial
condition and operations of VWFSJ.

Risks resulting from the diesel issue

The results of the ongoing and any future investigations and claims may have a material adverse effect on
Volkswagen Group's and VWFSJ's business, financial position, results of operations and reputation, the price of
VWESJ's securities and its ability to make payments under its securities. If Volkswagen Group's and VWFSJ's
efforts to address, manage and remediate the issues described above are not successful, their business could
suffer irreparable harm. Additionally, the diesel issue could impact or exacerbate other risks related to VWFSJ
described in this Prospectus.

Various repercussions could result for VWFSJ from the diesel issue. The uncertainty resulting from this issue
such as how end customers and dealers will behave in the future or how regulatory authorities and courts will
ultimately rule, make certain scenarios conceivable that could negatively impact the asset, financial and
operations situation of VWFSJ.

It is generally the case that VWFSJ as sales promoter and provider of purchasing finance for Volkswagen Group,
is directly affected by decreased vehicle sales. Fewer deliveries to customers mean fewer opportunities to market
a financial product from VWFSJ during the sale. Consequently, reduced business levels achieved by Volkswagen
Group are likely to lead to less new business at VWFSJ, which could be negatively reflected in the results of
operations.

The diesel issue could result in negative effects on the reputation of the trademark VW and thus VWFSJ.
Reputational damage (public opinion) and possible loss of customer confidence might limit VWFSJ’s current and
future business opportunities and activities in its business and could lead to indirect or direct financial losses.

The diesel issue could have various effects on new business. The financing and leasing business for diesel
vehicles could face a general market downturn due to purchasing restraint on the part of the end customer. Such
a market downturn could manifest itself, inter alia, in declining sales and falling prices for both new and used
vehicles. Decreasing sales or prices would ultimately be reflected in lower income potential for VWFSJ.

Falling new and used car prices would affect VWFSJ at various stages. So as to be able to successfully place
products with balloon rate and return option in the market, this could, on the one hand, mean pressure on margins.
On the other hand, the residual value risk from returned vehicles could increase since the residual values
calculated may not correspond with the current residual value assumptions for the end of the contract. As a result,
VWFSJ would have to maintain higher value adjustments or record direct partial write-offs against income on its
portfolio.

Another possible outcome could be that dealers run into financial difficulties. Owing to lower sales of new and
used vehicles, or sales carried out with low or (in extreme cases) no margin, due to a buying restraint of
customers caused by the uncertainties surrounding the diesel issues, dealers may not be able to generate
sufficient cash flows to meet their financial liabilities. The off-the-road time and the portfolio of vehicles in stock
could increase and the dealers would therefore no longer be able to buy new models to resell to consumers,
which would generate further pressure on the financial position of the dealers. As a result, dealer loyalty could
decline and they may utilize financial products from other financial service providers or, at worst, completely
refrain from doing business with VWFSJ. Any deterioration in the creditworthiness of dealers and any loss of
sales partners would have a negative impact on the profitability and financial position of VWFSJ.

The enforcement of intensified or time-consuming control procedures for the launch of new vehicles could also
have a negative impact on VWFSJ. A tightening of control procedures could, for example, require the subsequent
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installation of additional diesel features in the Volkswagen Group vehicles. Both the cost of installation of
additional components and delayed regulatory approval for the market launch of any particular vehicle would have
a negative impact on sales figures, and therefore on revenues.

The Volkswagen Group may also have to implement austerity programs as a result of the diesel issue, for
example by reducing or canceling its sales support for, or promotion of, financial services products. Therefore,
VWEFSJ might be required to implement interest rate and concomitant price increases or, alternatively, may have
to bear the costs of the sales incentives. New business and/or profitability may decline as a result.

Refinancing costs also have a significant impact on the business of VWFSJ. The risk is that refinancing costs will
rise as a result of the diesel issue — for example due to downgrades by the rating agencies, investor caution as a
result of Volkswagen Group uncertainty, or through limited access to the money and capital market if funding
sources are not available to the full extent. Moreover, the diesel issue could lead to an early redemption of asset-
backed securities with respect to which Volkswagen Group vehicles with diesel engines serve as collateral.

VWESJ could become involved in legal or regulatory proceedings specifically in relation to the diesel issue
indirectly in connection with potential claims against Volkswagen AG, other subsidiaries of the Volkswagen Group
or dealers. Governmental authorities in various jurisdictions have also commenced investigations involving certain
of VWFSAG's subsidiaries, the outcome of which is not yet certain. It cannot be excluded that governmental
authorities start investigations against VWFSAG and/or its subsidiaries including VWFSJ.

Finally, the European Central Bank could increase the regulatory pressure on VWFSAG Group as a direct
consequence of the diesel issue. Such regulations (e.g. higher equity requirements, increased processing and
documentation costs, or additional personnel) may result in higher costs for VWFSAG Group and might have an
impact on VWFSJ as well.

Disruptions and declines in the global economy, geopolitical tensions and country specific challenges
might have negative effects on the business of VWFSJ.

As a globally active financial company, VWFSAG and VWFSJ as VWFSAG'’s subsidiary benefits from stable
markets and a growing world economy. A weakening of the global economy may have a negative impact on
VWFSAG’s and VWFSJ's businesses. Currently, the risks to sustained global economic growth principally are
structural deficits, which pose a threat to many industrialized nations and emerging economies. As such,
economic growth and developments in some industrialized countries and emerging markets have been
endangered by volatility in the financial markets and structural deficits. In particular, high levels of public and
private debt, movements from major currencies, volatile commodity prices, political uncertainty as well as a
continued lack of consumer confidence in some markets have negatively impacted consumption, damaging the
macroeconomic environment which may deteriorate further. Additional risks to the economic environment could
arise from protectionist tendencies. Stagnation or declines in countries and regions that are major economic
centers have an immediate effect on the global economy and thus pose a key risk for VWFSJ's business.

Geopolitical tensions and conflicts are a further major risk to the performance of individual economies or regions.
Economic weakness, structural deficits and geopolitical risk have had, and may continue to have, an adverse
effect on the business, liquidity, financial condition and results of operations of VWFSAG Group and might have
an impact on VWFSJ as well.

VWFSJ, as a captive finance company, is by nature dependent on sales by Volkswagen Group, meaning
any risk that is negatively influencing the vehicle delivery of Volkswagen Group may have adverse effects
on the business of VWFSJ.

VWESJ, as a captive finance company, has a limited business model, namely the sales support of products of the
parent group. Thus, the financial success of VWFSJ depends largely on the success of the Volkswagen Group.
The development of vehicle deliveries to customers of Volkswagen Group is crucial and material to the generation
of new contracts for VWFSJ. As long as the Volkswagen Group is able to satisfy customer needs and to comply
with market standards/ requirements with its products and thus maintain or grow its deliveries to customers,
VWEFSJ will benefit as well. However due to this dependency, fewer vehicle deliveries would also result in reduced
business for VWFSJ.

The reason for fewer vehicle sales can be diverse, including but not limited to the following:

if economic growth does not materialize to the extent expected or if economic conditions weaken in Japanese
market, the Volkswagen Group may sell fewer products in such market or obtain lower than expected prices.
Additionally, a lack of economic growth could lead to a decrease of deliveries to customers caused by intensified
price competition among automotive manufacturers

Moreover, further legal investigations might be launched in the future and existing investigations could be
expanded. This may result in further legal actions being taken against Volkswagen Group and could have a
negative influence on customer behavior and the business of VWFSJ.
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Finally, if regulatory/ political decisions (e.g. sales stops) may influence customer demand, the sales of
Volkswagen Group could be negatively influenced resulting in less business opportunities for VWFSJ.

Although VWFSJ operates different brands in Japan a simultaneous and exceptionally strong reduction of vehicle
deliveries might result in negative volume and financial performance for VWFSJ.

VWFSJ is exposed to strategic risks that could arise from unfavorable decisions on business
development, products, pricing, investments in infrastructure or personnel.

VWFSJ's management is regularly required to make strategic decisions that can have a significant impact on its
reputation, general business activities, net assets, financial position and results of operations. These decisions
can cover a broad range of issues and include, for example, decisions relating to the entry into (or exit from)
particular businesses or product lines, the pricing of products, investments into particular marketing efforts or
infrastructure (including IT infrastructure), risk management or the hiring of key personnel. Strategic risk means
the risk of a direct or indirect loss through strategic decisions which do not succeed due to errors or due to false
assumptions. Strategic risk also includes the failure to implement strategic objectives and the risks arising from
the integration/reorganisation of technical systems, personnel and corporate culture as well as the risk that the
implementation of strategic objectives may only be possible at a higher-than-expected cost.

Should a strategic risk scenario materialize, it could endanger VWFSJ's existence or lead to lower profits and
could have a material adverse effect on reputation, general business activities, net assets, financial position and
results of operations of VWFSJ.

Deviations between expected and realized profit and loss positions may lead to earnings risks for VWFSJ.

Earnings risks denote the danger of deviations between planned and realized figures of specific profit- and loss-
positions in the income statement of VWFSJ that are not covered by the other risk types described in this
Prospectus. This includes the risks of unexpectedly low commissions (commission risk), unexpectedly high
expenses especially for overhead (expenses risk), and unrealistically high targets (in hindsight) for earnings from
(new) business volumes (sales risks). Should any of these risks materialize, this could reduce profits and could
therefore have a material adverse effect on the business, financial condition and results of operations of VWFSJ.

Wrong product decisions linked to regulatory or competitive criteria could lead to lower product
profitability due to missed customer needs, reputational damage or fines and finally may have negative
effects on the overall business of VWFSJ.

The primary objective of VWFSJ is to promote the sales of the vehicles Volkswagen Group produces and to
strengthen customer loyalty to Volkswagen Group's brands. In order to fulfill this role VWFSJ has to offer products
that on the one hand meet customer demands and on the other hand generate profits. Hence the decision-making
process whether or not a product is introduced, is important for the success of VWFSJ. Every product decision is
subject to various risks and if risks are not properly taken into account as part of the product decision, this may
generate losses in sales volume and damage VWFSJ and/or the Volkswagen Group's image.

Products have to comply with regulatory requirements. VWFSJ operates in a highly regulated environment. A
wrong product decision or erroneous product design, which violates legal or regulatory rules, could result in
regulators mistrusting the Volkswagen Group and to significant fines and reputational damage.

Furthermore, wrong advertising without the disclosure of a material condition or deceptive statements for example
about ancillary products, could also affect customer loyalty and sales results.

The ability to offer financial services products that meet customer demands is the main critical success factor to
reach VWFSJ targets. If VWFSJ is unable to adapt its product offerings to meet customer demands or if VWFSJ
misjudges the competitive environment, this could lead to significant sales risk with a material effect on VWFSJ's
business and financial results. Moreover, unattractive products from VWFSJ could not only affect its own sales
volume but also the sales volume of Volkswagen Group, because potential customers with financing and leasing
needs may view competitors' financing offers as more favorable and thus purchase products of competitors.

During the start-up phase of new products, the cannibalization effects (decrease in new contracts of a product
due to the introduction of another product in the same product line) has to be taken into account by calculating the
effects of the product introduction on the existing product portfolio. If VWFSJ does not consider this
cannibalization effects in the development of new products or makes unrealistic assumptions, this could have
negative impact on the financial result.

VWFSJ may not be able to keep pace with the process of digitalisation, which may have an adverse effect
on the business, financial condition and results of operations of VWFSJ.

VWESJ is facing risks from new players entering the industry and new technologies changing the generation and
delivery of products and services. Digitalisation will have a significant and far-reaching impact for the financial
services sector.
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Due to the rapidly changing environment in the digital world, the current sales and services processes will change
and new - unregulated -players will enter the financial services markets challenging established players and
business models. This entails the risk that VWFSJ may not be able to respond in time to challenges posed by
new players in the digital environment. This might have an adverse effect on customer relationships, as current
and future customers could turn away from VWFSJ and purchase products from other suppliers.

The customer expects to have access to financial information independent of time and location and to purchase
financial services products through a variety of sales channels. The greatest challenge for VWFSJ is to establish
the relevant processes meeting the customer needs in time.

A further risk for VWFSJ is that it might provide insufficient information on its online platforms. A lack of
transparency may have a negative impact on the reputation of VWFSJ.

VWFSJ takes on the challenges of digitalisation. Therefore a corresponding strategic area of activity,
“‘ROUTE2025”, was integrated into the corporate strategy to identify and monitor future digital development within
VWFSJ’'s markets. Despite these efforts, it cannot be ruled out that competitors are faster or more innovative in
implementing digital solutions, which could have a negative impact on the earnings situation of VWFSJ.

VWEFSJ is exposed to the risk that its customers or other contractual counterparties may default or that
the credit quality of its customers or other contractual counterparties may deteriorate.

The risk of counterparty default at VWFSJ is defined as the potential negative deviation of the actual counterparty
risk outcome from the planned one. This includes the risk of default on lease payments as well as on repayment
and interest payments of financing contracts. The deviation in outcome occurs when the actual loss exceeds the
expected loss due to changes in credit ratings or credit losses.

Credit Risk

Credit risk concerns the risk of loss through defaults in the customer business, for example, due to non-payments
by a borrower or lessee of it's obligations. The default is contingent on the inability or unwillingness of the
borrower or lessee to make payments. This includes scenarios where the contracting party makes payments late,
only partially or not at all.

Credit risks, including risks of counterparty default relating to leasing contracts, represent the main component of
VWESJ’s risk. They result from financing and leasing business in the automobile business.

The quality of credit risk is influenced by, among other factors, customers’ financial strength, collateral quality,
overall demand for vehicles and general macroeconomic conditions. In order to assess the level of credit risk for
wholesale customers, VWFSJ uses rating systems on the basis of credit rating procedures provided by VWFSAG
Group. These rating systems provide relevant departments with an objective basis to evaluate a potential loan.
These assessments take into account both quantitative factors (mainly data from annual financial statements) and
qualitative factors (such as the prospects for future business growth, quality of management and the respective
customers’ payment records). Although VWFSJ regularly validates the parameters and models used by these
systems, there can be no assurance that the calculated probabilities will accurately reflect future developments. If,
for example, an economic downturn were to lead to increased inability or unwillingness of wholesale borrowers to
repay their debts, increased write-downs and higher provisions would be required, which in turn could adversely
affect VWFSJs results of operations.

The credit risk of retail customers is covered by guarantees, currently provided by the Service-Providers (Cedyna
Financial Corporation and Jaccs Co., Ltd.). Scoring procedures for customers are integrated in their systems and
advances are granted according to their credit underwriting criteria.

Counterparty Risk

Counterparty risk arises from the entering into derivative transactions with financial institutions (e.g. to manage
interest rate risk) and may arise from guarantees towards credit risk of retail customers assumed by service
providers.

If counterparty risks materialize, by way of defaults or deterioration in the credit standing of VWFSJ’s contractual
counterparties, this could have a material adverse effect on VWFSJ’s net assets, financial position and results of
operations. This includes scenarios where the contracting counterparties make payments late or not in full.

A decrease in the residual values or the sales proceeds of returned vehicles could have a material
adverse effect on the business, financial condition and results of operations of VWFSJ.

A return option is provided by VWFSJ to customers under some loan contracts with a balloon rate. In this case
VWEFSJ bears the risk that the market value of vehicles sold at the end of the term may be lower than the
contractual residual value at the time the contract was entered into (so-called residual value risk). VWFSJ takes
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such differences into account in establishing provisions for the existing portfolio and in its determination of the
contractual residual values for new business.

The residual value risk could be influenced by many different external factors. A decline in the residual value of
used cars could be caused by initiatives to promote sales of new vehicles, which was evident during the global
financial and economic crisis when incentive programs were offered by governments and automobile
manufacturers. Among other things, VWFSJ was required to increase existing loss provisioning for residual value
risks. It cannot be ruled out that a similar scenario due to renewed deterioration of the macroeconomic
environment could occur in the future.

Moreover an adverse change in consumer confidence and consumer preferences could lead to higher residual
value risks for VWFSJ. Customers determine the demand and therefore the prices of used cars. If customers
refrain from purchasing Volkswagen Group vehicles, for example due to such vehicles' perceived poor image or
unappealing design, this could have a negative impact on residual values.

Furthermore, changes in economic conditions, government policies, exchange rates, marketing programs, the
actual or perceived quality, safety or reliability of vehicles or fuel prices could also influence the residual value risk.
A decline in the residual values of Volkswagen Group vehicles could materially adversely affect VWFSJ's net
assets, financial position and results of operations.

Uncertainties may also exist with respect to the internal methods for calculating residual values, for example
owing to assumptions that prove to have been incorrect. Although VWFSJ continuously monitors used car price
trends and makes adjustments to its risk valuation, there is still the risk of using false assumptions to assess the
residual value risk.

Estimates of provisions for residual value risks may be less than the amounts actually required to be paid due to
misjudgments of initial residual value forecasts or changes in market or regulatory conditions. Such a potential
shortfall may have a material adverse effect on VWFSJ's business activities, net assets, financial position and
results of operations.

VWEFSJ is exposed to concentrations of risk, such as counterparties, collateral or income that are typical
for a captive finance company.

Risk concentrations can arise to various degrees due to VWFSJ’s business model, which focuses on promoting
sales of the various Volkswagen Group brands.

Concentrations of counterparties are currently insignificant for VWFSJ because a large part of the lending
business deals with small (retail) loans. VWFSJ’s business is concentrated in the Japanese market. Hence, the
customer and asset class structure may change in the future and therefore concentrations of counterparties could
arise.

Industry concentrations in the dealer business are inherent to a captive finance company.

Concentrations of collateral exist for VWFSJ, because vehicles are the predominant type of collateral. Risks from
concentrations of collateral can arise if negative price movements in the overall used car markets or especially in
Volkswagen Group’s brands reduce proceeds from the disposal of collateral and, as a result, cause a decline in
the value of collateral. Since VWFSJ promotes sales of various Volkswagen Group brands and their different
vehicles the risk of synchronous price movements cannot be neglected completely.

A concentration of income arises due to VWFSJ’s business model. The particular role as a sales promoter for the
Volkswagen Group gives rise to dependencies that directly affect the development of income.

The occurrence of risk concentrations could adversely affect the company’s net assets, financial position and
results of operations.

VWFSJ is exposed to operational risks, such as process risks, personnel risks, technology risks and
external risks that could have negative effects on its business.

Operational risk at VWFSJ is defined as the threat of losses that arise from the inappropriateness or failure of
internal processes (process risks), people (personnel risks), systems (technology risks, e.g. IT risks) or external
factors (external risks, e.g. terror attacks). This definition includes legal risks.

VWEFSJ relies on internal and external information and technological systems to manage its operations and as a
result is subject to potential losses from breaches of security or laws, system or control failures, inadequate or
failed processes, human error, business interruptions and external events etc. Any of these events could have a
material adverse effect on business operations, increase the risk of loss resulting from disruptions of normal
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operating procedures, cause considerable information retrieval and verification costs, and potentially result in
financial losses or other damage, including damage to VWFSJ’s reputation.

Operational risks are increasingly important due to the rising complexity of the financial services industry, the
growing speed of innovation as well as the increased use of new technology in the financial services business.

Process Risks

The efficient, day-to-day performance of the business of VWFSJ relies heavily on a large number of internal
processes, for example on credit or leasing approval processes as well as regulatory reporting processes. Any
missing, outdated or defective processes as well as critical flaws in processes or failure by VWFSJ's employees
to properly follow process related instructions can expose VWFSJ to significant risks and could have a material
adverse effect on its business, financial condition and results of operations.

Personnel risks

Risks relating to VWFSJ's employees are described as personnel risk. The individual skills and technical
expertise of VWFSJ's employees are a major factor contributing to VWFSJ’s success. If VWFSJ loses
experienced employees due to turnover, targeted recruiting or retirements, this may lead to a significant drain on
VWEFSJ's know-how.

Because of demographic developments VWFSJ has to cope with changes relating to an aging workforce and has
to secure a sufficient number of qualified young persons with the potential to become the next generation of highly
skilled specialists and executives.

Competition for qualified personnel is increasing and if VWFSJ fails to retain qualified personnel to the necessary
extent, or if it fails to add additional qualified personnel or to continue to train existing personnel, VWFSJ may not
reach its strategic and economic objectives.

In addition, unintended errors, unauthorized actions or wrong decisions may lead to significant competitive
disadvantages.

Technology risks

A functioning and secure IT is essential for the ongoing business and thus for the success of VWFSJ. In order to
satisfy the requirements related to international financial services, VWFSJ operates comprehensive and complex
IT systems. A group-wide harmonization of various IT systems and data centers of VWFSJ with those of third
parties connected thereto constitutes a great challenge in regard to creating a uniform IT architecture.

In a centralized and standardized IT environment, there is a risk of excessive dependence on a single system or a
single data center. In that case, a system failure could have serious consequences for VWFSJ. However, a lack
of standardization in the data centers bears risks concerning the security and availability of IT systems, i.e. the
operation ability in an emergency. Failure to create a uniform IT architecture across the company subjects it to
risks inherent in a non-uniform IT system, such as compatibility issues for both hardware and software or the
necessity to train personnel for different systems.

Additionally, numerous essential functional processes in the banking, insurance and leasing business depend on
computer-controlled applications and cannot be carried out without properly functioning IT systems and IT
infrastructure. Malfunctions or errors in internal or external IT systems and networks, including potential outside
intrusions by hackers or computer viruses, software or hardware errors and violations of data integrity could have
adverse effects on the operations of VWFSJ. Further risks such as modern industrial espionage and targeted
attacks as well as the possibility of insider attacks challenge the availability, confidentiality, integrity, authenticity
and traceability of systems and data at VWFSJ.

Furthermore, regular or event-driven updates are required for many of VWFSJ’s IT systems in order to meet
increasingly complex business and regulatory requirements. Some of the IT-systems used by VWFSJ are no
longer supported by their vendors or updates are delivered incorrectly or with a delay respectively. IT system
downtime, interruptions, functional deficits or security flaws may significantly adversely affect customer and
business partner relationships, accounting and business processes and hence result in significant expenses for
data restoration and verification. Among other things, IT incidents or malicious attacks on mobile online services
directly affect customers and may attract negative media attention.

VWESJ collects processes and uses confidential employee-, customer-, brand- and dealer data, for example in
the areas of human resources or direct banking. In this regard, VWFSJ must comply with applicable data
protection laws in order to prevent the abuse of personal or contractual data. Violations of such laws may damage
VWEFSJ's reputation, constitute administrative offenses or criminal acts and lead to damages claims and fines as
well as business interruptions.

VWESJ carries out several national and international, partially cross-company IT projects with the aim to further
develop and extend the product range also under the use of new technologies. Insufficient project management
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can lead to delayed project realizations or reduced targets and revenues. In connection with external procurement
of capacities, risk with a view to internal know-how can arise.

VWFSJ coverage may not be adequate to cover all the costs related to IT risks. Any failure to prevent such IT
risks could subject VWFSJ to liability, decrease VWFSJ’s profitability and damage its reputation.

External Risks

The occurrence of catastrophic or unforeseen events (so called external risks), including natural disasters,
terrorist attacks, the emergence of a pandemic, strike, fire or other widespread emergency could create economic
and financial disruptions, lead to operational difficulties (including travel limitations or relocation of affected
employees) that could have an adverse effect on VWFSJ’s financial condition and results of operations.

Dependency on service providers and on contracted services that may be rendered incompletely or not
at all could have negative effects on the business operations of VWFSJ.

As part of its operative activities, VWFSJ uses the support of external service providers. Generally, the selection
and cooperation with external service providers is regulated by instructions and processes of VWFSJ. In
connection with external service providers, there are risks that cannot be excluded despite minimizing risk targets
and instruments.

VWEFSJ faces the risk that the contracted services are not rendered in full or not at all. This could cause an
increased financial burden to purchase the services in the required scope, time and quality. In exceptional cases,
an external service provider could terminate business operations abruptly or with a short lead time, for example
due to insolvency or disaster scenarios. Finally, the aforementioned risks could result in VWFSJ providing
services to its stakeholders with delay, in lower quality or not at all. These risks may financially affect VWFSJ.

VWFSJ is exposed to litigation risks that may result from legal disputes, governmental investigations or
other official proceedings with various stakeholders.

In the course of its operating activities, VWFSJ could become subject to legal disputes, governmental
investigations or other official proceedings in Japan as well as abroad. In particular, but not limited to the following
scenarios, such proceedings may be initiated by relevant authorities, suppliers, dealers, customers, employees,
or investors and could relate to, inter alia, legal and regulatory requirements, competition issues, ethical issues,
money laundering laws, data protection laws, non-compliance with civil law and information security policies. For
the companies involved, these proceedings may result in payments, regulatory sanctions or other obligations.
Complaints brought by suppliers, dealers, investors or other third parties may also result in significant costs, risks
or damages for VWFSJ. There may be investigations by governmental authorities into circumstances of which
VWEFSJ is currently not aware, or which have already arisen or will arise in the future, including in relation to
alleged violations of supervisory law, competition law or criminal law.

As an automotive manufacturer-associated provider of financial services, VWFSJ enters into finance and lease
contracts of Volkswagen Group vehicles with retail and corporate customers. As such, VWFSJ is dependent on
the sale and quality of Volkswagen Group vehicles. Any irregularities of these vehicles might affect VWFSJ’s
business, in particular the sale contracts of the manufacturer or dealer on the one hand and finance or lease
contracts of the financial services provider on the other hand are considered to be linked with each other.

Litigation is inherently uncertain and VWFSJ could experience significant adverse results regardless of the merits
of any alleged claims or outcomes of proceedings in which it is directly or indirectly involved. In addition, adverse
publicity relating to allegations involving VWFSJ Group or the Volkswagen Group may cause significant
reputational harm that could have a material adverse effect on VWFSJ.

Any of the foregoing could have a material adverse effect on VWFSJ’s business, financial position, results of
operations and its reputation.

VWFSJ may not be able to use its trademarks/ intellectual property rights or to adequately protect its
intellectual property and could be liable for infringement of third-party intellectual property.

VWESJ is using trademarks and other intellectual property rights owned by the Volkswagen Group, which are of
essential importance to VWFSJ’s business success. If such rights were challenged and Volkswagen Group
manufacturer will not be able to secure such rights in the future, VWFSJ may not be allowed to use these
trademarks or intellectual property rights, which might adversely affect its general business activities, net assets,
financial position and results of operations.

VWFSJ owns a number of trademarks, patent applications and other intellectual property rights. Despite
ownership of these rights, VWFSJ may not be able to enforce claims against third parties to the extent required or
desired. VWFSJ‘s intellectual property rights may be challenged and VWFSJ may not be able to secure such
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rights in the future. Furthermore, third parties may violate VWFSJ's intellectual property rights and VWFSJ may
not be able to prevent such violations for legal or factual reasons.

VWFSJ may also infringe patents, trademarks or other third-party rights or may not have validly acquired service
inventions. Moreover, VWFSJ may not obtain all licenses necessary for carrying on its business successfully in
the future. If VWFSJ is alleged or determined to have violated third-party intellectual property rights, it may have
to pay damages or may be barred from marketing certain products. VWFSJ could also face costly litigation.

Increased regulations and measures could affect business profitability and result of operations of VWFSJ.

As a response to the global financial crisis, most jurisdictions have imposed increased regulations and
implemented measures designed to prevent future financial crises or diminish their effects. Such implemented or
planned regulations and measures may lead to additional costs, materially affecting the business, results of
operations and profitability of VWFSJ. To prevent a future financial crisis, legislators may decide on additional
charges and taxes, for example the introduction of taxes on financial market transactions. Any such new rules
may have a negative impact on the net assets, financial position and result of operations of VWFSJ.

VWESJ is subject to the Japanese regulation and supervision. These supervisory bodies have broad jurisdiction
over many aspects of VWFSJ’'s operations, including marketing and selling practices, licensing and terms of
business. Any changes in the regulatory framework and its applications, or any further implementation of new
requirements for financial institutions and banks, may have a material effect on the business and operations of
VWEFSJ. Each of VWFSJ’s operations also faces the risk that the relevant supervisory body may find it has failed
to comply with applicable regulations and any such regulatory proceedings could result in adverse publicity for, or
negative perceptions regarding, such supervised entity, which could reflect on VWFSJ. In addition, any significant
regulatory action against a member of VWFSAG Group could have a material adverse effect on VWFSJ’s
business results.

Furthermore, VWFSJ must comply with consumer credit regulations adopted in Japan. The costs of complying
with these laws and regulations, as well as with any additional regulation, could affect the conduct of VWFSJ’s
business and negatively affect its financial condition. Any violation of compliance with these laws could have a
materially adverse effect on VWFSJ’s business operations and financial condition.

As part of VWFSAG Group, VWFSJ is exposed to the risk of higher regulatory costs and reduced levels of
activities resulting from the supervision of banks.

EU institutions have created a single supervisory mechanism for the supervision of banks and other credit
institutions (“SSM”). Under the SSM, the ECB has been given specific tasks related to financial stability and
banking supervision. Within the SSM, the ECB directly supervises significant banking groups in the Euro area,
including VWFSAG Group.

The implementation of regulatory changes in the course of the supervision of banks has already resulted in higher
costs and future implementation of further changes may continue to increase the cost of compliance as well as
other costs for VWFSAG Group. VWFSJ, as part of VWFSAG Group, might be affected by higher regulatory costs
as well. Moreover, depending on the type of regulatory changes, the regulatory aspects could also lead to
reduced levels of activity. Both, increasing costs of compliance and reduced levels of activities might have an
adverse effect on VWFSJ’s business, financial condition and results of operations.

VWFSJ has to comply with comprehensive and constantly changing government regulations which bears
the risk that laws are not being adhered to properly or efficiently.

Compliance with law is a basic precondition for the success of VWFSJ. The growing scale of VWFSJ’s business
operations as well as the increasing number and complexity of legal regulations increase the risk that legal
requirements are violated, either because they are not known or because they are not fully understood.

VWEFSJ has established a compliance system to make sure that all representatives, managers and employees act
within the legal requirements in Japan. However, there remains a risk that representatives, managers or
employees do not act in compliance with applicable laws. A violation of applicable law could lead to the imposition
of penalties, liabilities, additional compliance costs, restrictions on or revocations of VWFSJ's permits and
licenses, restrictions on or prohibitions of business operations and other adverse consequences.

VWFSJ believes that it maintains all material licenses and permits required for the current operations and that it is
in substantial compliance with all applicable regulations. However, there can be no assurance, that VWFSJ will be
able to maintain all required licenses and permits, and the failure to satisfy those and other regulatory
requirements could have a material adverse effect on its operations. Further, the adoption of additional, or the
revision of existing, rules and regulations could have a material adverse effect on VWFSJ’s business. Costs of
compliance with applicable laws are considerable and such costs are likely to increase further in the future. Such
costs can affect operating results. Compliance also requires forms, processes, procedures, controls and the
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infrastructure to support these requirements. The failure to comply could result in significant statutory civil and
criminal penalties, monetary damages, legal fees and costs, possible revocation of licenses and damage to
reputation, brand and valued customer relationships.

The compliance and risk management systems of VWFSJ may prove to be inadequate to prevent and
discover breaches of laws and regulations or might not be able to identify, measure and take appropriate
countermeasures against all relevant risks.

VWEFSJ must comply with a range of legislative and regulatory requirements in Japan. VWFSJ has a compliance
and risk management system that supports VWFSJ’s operational business processes, helps to ensure
compliance with legislative and regulatory provisions and, where necessary, initiates appropriate
countermeasures.

Members of VWFSJ governing bodies, employees, authorized representatives or agents may violate applicable
laws, regulatory requirements, internal standards and procedures. VWFSJ may not be able to identify such
violations, evaluate them correctly or take appropriate countermeasures. Furthermore, VWFSJ’s compliance and
risk management systems may not be appropriate to its size, complexity and geographical diversification and may
fail for various reasons. In addition, on the basis of experience, VWFSJ cannot rule out that, for example in
contract negotiations connected with business initiation, members of VWFSJ’s governing bodies, employees,
authorized representatives or agents have accepted, granted or promised advantages for themselves, VWFSJ or
third parties, have applied comparable unfair business practices, or continue to do so. VWFSJ’s compliance and
risk management system may not be sufficient to prevent such actions.

The occurrence of these risks may result in a reputational loss and various adverse legal consequences, such as
the imposition of fines and penalties on VWFSJ or members of its governing bodies or employees, or the
assertion of damages claims.

If any of these risks were to materialize, this could have a material adverse effect on VWFSJ’s business, net
assets, financial condition and results of operations.

VWFSAL is exposed to interest rate risk.
In the course of VWFSJ'’s regular business activities, financial risks may arise from changes in interest rates.

Interest Rate Risk
The interest rate risk consists of potential losses from changes in market rates. It arises from non-matching
interest periods of a portfolio’s assets and liabilities. Interest rate risks are incurred in the banking book of VWFSJ.
The consequences of unforeseen interest rate changes mainly comprise interest rate losses due to a potential
carrying mismatch between primarily long-term fixed interest rates on the asset side and short-term interest rates
on the liability side.

The business of VWFSJ requires substantial funding and liquidity, and disruption in VWFSJ’s funding
sources or access to the capital markets could have a material adverse effect on its business, liquidity,
cash flows, financial condition and results of operations.

Liquidity risk refers to the risk that due payment obligations cannot be met in full or in a timely manner, or - in the
case of a liquidity crisis - that refinancing instruments can only be obtained at higher market rates or not at all or
assets can only be sold at a discount to market prices. Therefore, liquidity risk describes the risk that required
funding cannot be obtained, or can only be obtained at higher costs. It applies to payment obligations arising from
the existing portfolio as well as liquidity needs for future business.

VWESJ’s continued operations require access to significant amounts of funding. VWFSJ carries out refinancing
separately from Volkswagen Group’s liquidity holdings. Nevertheless, VWFSJ regularly receives substantial
amounts of funding from Volkswagen Group. Therefore, VWFSJ is dependent on Volkswagen Group’s and
VWFSAG's liquidity situation.

Historically, VWFSJ has mainly satisfied its funding requirements through the issuance short and long-term debt
securities out of money market and capital market programs, bank loans, operating cash flows and the
securitization of loan receivables including residual values. Therefore VWFSJ is dependent on continued access
to these funding sources. VWFSJ seeks to ensure and it remains solvent at all times by holding sufficient liquidity
reserves through credit lines, securities, cash reserves.

The diverse access to funding sources may be limited in the future by potential market or regulatory changes in
the banking sector. Due to its ongoing funding needs, VWFSJ is also exposed to liquidity risk in the event of
prolonged closure of debt or credit markets. The use of committed and uncommitted credit lines with banks to
cover liquidity needs depends on the willingness and ability of banks to provide these facilities. VWFSJ relies to a
certain degree on the ability to transfer finance and lease assets to newly formed or existing securitization trusts
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and special purpose vehicles and to sell securities in the asset-backed securities market to generate cash
proceeds for repayment of due debt and to grow business.

There can be no assurance that VWFSJ’s current financing arrangements will provide it with sufficient liquidity
under various market and economic scenarios. A deterioration of the situation on the money and capital markets,
a loss of reputation or a decrease in VWFSAG Group’s or VWFSJ’s creditworthiness could greatly undermine
VWESJ's ability to refinance itself. Even if its assets and available funding arrangements provide VWFSJ with
sufficient liquidity, its costs of funding could increase.

If these sources of funding are not available on a regular basis for any reason, including the occurrence of events
of default, deterioration in loss experience on the collateral, breach of financial covenants or portfolio and pool
performance measures, disruption of the asset-backed market or otherwise, VWFSJ would be required to revise
the scale of its business which would have a material adverse effect on their financial position, liquidity and results
of operations. In an adverse scenario the inability to service due debt could potentially lead to insolvency.

VWEFSJ’s liquidity and long-term viability depends on many factors including its ability to successfully raise capital
and secure appropriate financing.

As VWFSJ is part of the group of consolidated companies of VWFSAG Group, which is supervised by the
European Central Bank, VWFSJ in its consolidated context has to comply with all liquidity regulations that apply
for this group.

Negative changes to Volkswagen AG’s or VWFSAG'’s credit rating and credit ratings of securities issued
by VWFSJ could adversely affect VWFSJ’s funding costs, financial condition and results of operation.

VWESAG is a wholly-owned subsidiary of Volkswagen AG. Due to the strong strategic and economic interlinkage
between these two companies, the credit rating of VWFSAG remains strongly dependent on the economic
development and on the credit rating of Volkswagen AG. The rating of notes issued by VWFSJ strongly depends
on the credit rating of VWFSAG as guarantor of these notes.

VWEFSJ'’s refinancing opportunities may be adversely affected by a rating downgrade or a rating withdrawal of any
of VWFSAG's credit ratings, which includes transaction ratings. For example, if VWFSAG’s credit ratings worsen,
the demand from money and capital market participants for securities issued by VWFSJ and thus the access to
these funding sources may be negatively affected. Additionally, a rating downgrade could adversely impact the
rates of interest VWFSJ has to pay. This could also have a similar impact on other funding sources, such as credit
lines and ABS transactions.

Furthermore, a credit rating may not correctly reflect the potential impact of solvency risks of VWFSAG as
guarantor or VWFSJ as issuer of notes. The rating agencies that currently or in the future assign a rating to bonds
issued by VWFSJ may change their assessment criteria. This could result in a rating action, which is based on
such criteria change, but need not necessarily be related to a deterioration or improvement of the solvency of
VWFSAG or VWFSJ.

VWEFSJ is exposed to the risk of unexpected negative stress test results of VWFSAG Group.

VWEFSJ is not directly subject to stress test exercises of the European Central Bank, but since its parent company
is, it cannot be ruled out that indirect impacts could arise for VWFSJ if VWFSAG Group receives negative results
on such stress tests.

The publication of the results of VWFSAG Group’s stress test, its evaluation by financial market participants or the
market’'s general impression that a stress test is not strict enough, could have a negative impact on VWFSAG
Group’s and therefore on VWFSJ’s reputation. This may lead to a lower ability to refinance itself as well as
increasing costs of funding. Hence, the risk of negative stress test result of VWFSAG Group could have a material
adverse effect on VWFSJ’s business, results of operations or financial condition.

VWFSJ is exposed to the risk of insufficient insurance coverage that may arise due to higher than
expected damages or intentionally uninsured risks.

VWEFSJ has obtained insurance coverage in relation to a number of risks associated with its business activities
under Volkswagen Group insurances that are subject to standard exclusions, such as willful misconduct. Where
the risks arising from legal disputes and investigations can be assessed, are transparent and economically
reasonable, adequate insurance cover is taken out for these risks and appropriate provisions are recognized for
the remaining identifiable risks.

However, as some risks cannot be identified or can only be assessed to a limited extent, there is a risk that losses
or damages occur which are not covered by insurance and/or provisions. In addition, there are risks left
intentionally uninsured based on VWFSJ’s cost benefit analysis and VWFSJ therefore has no insurance against
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these events. As a result, if VWFSJ sustains damages for which there is no or insufficient insurance coverage or
encounters restrictions on insurance coverage, the above-described risks may have a material adverse effect on
VWFSJ’s general business activities, net assets, financial position and results of operations.

Tax laws and their interpretation may adversely affect VWFSJ’s financial condition and results of
operations.

VWEFSJ is subject to tax legislation in Japan. Although the tax department, supported by local advisors, monitors
the tax situation, there are latent tax risks due to possible modifications or general changes to the tax regime, tax
law, accounting principles or other laws of jurisdictions by the competent authorities. Modifications or changes
could occur during the lifetime of the assets and liabilities of VWFSJ and may have a material adverse effect on
its business, net assets, financial condition and results of operations.

Moreover, VWFSJ is exposed to tax risks, which could arise in particular as a result of tax audits or as a result of
past measures. Ongoing or future tax audits may lead to demands for back taxes, tax penalties and / or similar
payments. Such payments may arise, for example, from the full or partial non-recognition of intra-group transfer
prices. In countries where there are no limitation periods for tax payments, VWFSJ may also face demands for
back taxes relating to earlier periods. Taking this under consideration VWFSJ's provisions for tax risks may be
insufficient to cover possible settlement amounts. The occurrence of these risks could have a material adverse
effect on VWFSJ's net assets, financial position and results of operations.

VWFSJ could be adversely affected by an event or several successive events that might cause
reputational damage.

Various issues may give rise to reputational risk and cause harm to VWFSJJ. Reputational risk denotes the
danger that an event or several successive events might cause reputational damage (public opinion), which might
limit VWFSJ’s current and future business opportunities and activities (potential success) and thus lead to indirect
financial losses (customer base, sales, equity, refinancing costs etc.) or direct financial losses (penalties, litigation
costs etc.). Damage to VWFSJ's reputation or image could result in a direct effect on the financial success.

The issues that could give rise to reputational risk include product recalls, reputation loss for the Volkswagen
Group in general, legal and regulatory requirements, antitrust and competition law issues, ethical issues,
environmental issues, money laundering and anti-bribery laws, data protection laws, information security policies,
or problems with services provided by VWFSJ or by third parties on its behalf. Failure to address these issues
appropriately could also give rise to additional legal risk, which could adversely affect existing litigation claims
against VWFSJ and the amount of damages asserted against VWFSJ or subject it to additional litigation claims or
regulatory sanctions. Any of the above factors could have a material adverse effect on the brand, reputation,
business, financial condition and results of operations of VWFSJ.
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Risk Factors regarding Volkswagen Financial Services Australia Pty Limited

The following is a disclosure of principal risk factors that may affect VWFSAL's ability to fulfil its obligations
under the Notes.

Prospective investors should consider all information provided in this Prospectus and should take into account
their current financial situation and their investment objectives before deciding whether to invest in the Notes.
Prospective investors are also advised to consult their own tax advisers, legal advisers, accountants or other
relevant advisers as to the risks associated with, and consequences of, the purchase, ownership and disposition
of the Notes including the effect of any laws of each country in which they are resident.

In addition, prospective investors should be aware that the described risks may result in a significant decrease in
the price of the Notes up to a total loss of interest and the invested capital.

Volkswagen Group is facing investigations and potential impacts out of discrepancies related to the
diesel issue that have had and may continue to have risks on the business, financial condition and
operations of VWFSAL.

Risks resulting from the diesel issue

The results of the ongoing and any future investigations and claims may have a material adverse effect on
Volkswagen Group's and VWFSAL's business, financial position, results of operations and reputation, the price
of VWFSAL's securities and its ability to make payments under its securities. If Volkswagen's and VWFSAL's
efforts to address, manage and remediate the issues described above are not successful, their business could
suffer irreparable harm. Additionally, the diesel issue could impact or exacerbate other risks related to VWFSAL
described in this Prospectus.

Various repercussions could result for VWFSAL from the diesel issue. The uncertainty resulting from this issue
such as how end customers and dealers will behave in the future or how regulatory authorities and courts will
ultimately rule, make certain scenarios conceivable that could negatively impact the asset, financial and
operations situation of VWFSAL.

It is generally the case that VWFSAL as sales promoter and provider of purchasing finance for Volkswagen
Group is directly affected by decreased vehicle sales. Fewer deliveries to customers mean fewer opportunities
to market a financial product from VWFSAL during the sale. Consequently, reduced business levels achieved
by Volkswagen Group are likely to lead to less new business at VWFSAL, which could be negatively reflected
in the results of operations.

The diesel issue could result in negative effects on the reputation of the trademark VW and thus VWFSAL.
Reputational damage (public opinion) and possible loss of customer confidence might limit VWFSAL'’s current and
future business opportunities and activities in its business and could lead to indirect or direct financial losses.

The diesel issue could have various effects on new business. The financing and leasing business for diesel
vehicles could face a general market downturn due to purchasing restraint on the part of the end customer.
Such a market downturn could manifest itself, inter alia, in declining sales and falling prices for both new and
used vehicles. Decreasing sales or prices would ultimately be reflected in lower income potential for VWFSAL.

Falling new and used car prices would affect VWFSAL at various stages. In the context of the ability to
successfully place leasing products and products with balloon rate and return option in the market, this could,
on the one hand, mean pressure on margins. On the other hand, the residual value risk from returned vehicles
could increase since the residual values calculated may not correspond with the current residual value
assumptions for the end of the contract. As a result, VWFSAL would have to maintain higher value adjustments
or record direct partial write-offs against income on its portfolio.

Another possible outcome could be that dealers run into financial difficulties. Owing to lower sales of new and
used vehicles, or sales carried out with low or (in extreme cases) no margin, due to a buying restraint of
customers caused by the uncertainties surrounding the diesel issues, dealers may not be able to generate
sufficient cash flows to meet their financial liabilities. The off-the-road time and the portfolio of vehicles in stock
could increase and the dealers would therefore no longer be able to buy new models to resell to consumers,
which would generate further pressure on the financial position of the dealers. As a result, dealer loyalty could
decline and they may utilize financial products from other financial service providers or, at worst, completely
refrain from doing business with VWFSAL. Any deterioration in the creditworthiness of dealers and any loss of
sales partners would have a negative impact on the profitability and financial position of VWFSAL.

The enforcement of intensified or time-consuming control procedures for the launch of new vehicles could also
have a negative impact on VWFSAL. A tightening of control procedures could, for example, require the
subsequent installation of additional diesel features in the Volkswagen Group vehicles. Both the cost of
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installation of additional components and delayed regulatory approval for the market launch of any particular
vehicle would have a negative impact on sales figures, and therefore on revenues.

Changes in the legislation (inter alia any elimination or reduction of tax relief in the diesel sector) could result in
a decline in the volume and market share of the fleet business of VWFSAL. In addition, there is a risk that, due
to the diesel issue, VWFSAL might be listed as an untrustworthy supplier and may no longer be able to
participate in tenders or could be explicitly excluded from them. Both of these cases would have an impact on
business volume and could bring about a significant and lasting loss of reputation in this segment.

The Volkswagen Group may also have to implement austerity programs as a result of the diesel issue, for
example by reducing or canceling its sales support for, or promotion of, financial services products. Therefore,
VWFSAL might be required to implement interest rate and concomitant price increases or, alternatively, may
have to bear the costs of the sales incentives. New business and/or profitability may decline as a result.

Refinancing costs also have a significant impact on the business of VWFSAL. The risk is that refinancing costs
will rise as a result of the diesel issue — for example due to downgrades by the rating agencies, investor caution
as a result of Volkswagen Group uncertainty, or through limited access to the money and capital markets if
funding sources are not available to the full extent. Higher refinancing costs would reduce margins and/or
increase prices for customers, which in turn could reduce the turnover of financial service products. Moreover,
the diesel issue could lead to an early redemption of asset-backed securities with respect to which Volkswagen
Group vehicles with diesel engines serve as collateral.

VWEFSAL could become involved in legal or regulatory proceedings specifically in relation to the diesel issue
either directly through its provision of financial services in relation to the affected vehicles, or indirectly in
connection with potential claims against Volkswagen AG, other subsidiaries of the Volkswagen Group or
dealers. Governmental authorities in various jurisdictions have also commenced investigations involving certain
of VWFSAG's subsidiaries, the outcome of which is not yet certain. It cannot be excluded that governmental
authorities start investigations against VWFSAG and/or its subsidiaries, including VWFSAL.

Finally, the European Central Bank could increase the regulatory pressure on VWFSAG Group as a direct
consequence of the diesel issue. Such regulations (e.g. higher equity requirements, increased processing and
documentation costs, or additional personnel) may result in higher costs for VWFSAG Group and might have
an impact on VWFSAL as well.

Disruptions and declines in the global economy, geopolitical tensions and country specific challenges
might have negative effects on the business of VWFSAG and VWFSAL.

As a globally active financial company, VWFSAG and VWFSAL as VWFSAG'’s subsidiary benefits from stable
markets and a growing world economy. A weakening of the global economy may have a negative impact on
VWFSAG’s and VWFSAL's businesses. Currently, the risks to sustained global economic growth principally are
structural deficits, which pose a threat to many industrialized nations and emerging economies. As such,
economic growth and developments in some industrialized countries and emerging markets have been
endangered by volatility in the financial markets and structural deficits. In particular, high levels of public and
private debt, movements from major currencies, volatile commodity prices, political uncertainty as well as a
continued lack of consumer confidence in some markets have negatively impacted consumption, damaging the
macroeconomic environment which may deteriorate further. Additional risks to the economic environment could
arise from protectionist tendencies. Stagnation or declines in countries and regions that are major economic
centers have an immediate effect on the global economy and thus pose a key risk for VWFSAL's business.
Geopolitical tensions and conflicts are a further major risk to the performance of individual economies or regions.
Economic weakness, structural deficits and geopolitical risk have had, and may continue to have, an adverse
effect on the business, liquidity, financial condition and results of operations of VWFSAG Group and might have
an impact on VWFSAL as well.

VWFSAL, as a captive finance company, is by nature dependent on sales by Volkswagen Group,
meaning any risk that is negatively influencing the vehicle delivery of Volkswagen Group may have
adverse effects on the business of VWFSAL.

VWEFSAL, as a captive finance company, has a limited business model, namely the sales support of products of
the parent group. Thus, the financial success of VWFSAL depends largely on the success of the Volkswagen
Group. The development of vehicle deliveries to customers of Volkswagen Group is crucial and material to the
generation of new contracts for VWFSAL. As long as the Volkswagen Group is able to satisfy customer needs
and to comply with market standards/ requirements with its products and thus maintain or grow its deliveries to
customers, VWFSAL will benefit as well. However due to this dependency, fewer vehicle deliveries would also
result in reduced business for VWFSAL.

The reason for fewer vehicle sales can be diverse, including but not limited to the following:
if economic growth does not materialize to the extent expected or if economic conditions weaken in Australian
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market, the Volkswagen Group may sell fewer products in the market or obtain lower than expected prices.
Additionally, a lack of economic growth could lead to a decrease of deliveries to customers caused by intensified
price competition among automotive manufacturers.

Moreover, further legal investigations might be launched in the future and existing investigations could be
expanded. This may result in further legal actions being taken against Volkswagen Group and could have a
negative influence on customer behavior and the business of VWFSAL.

Finally, if regulatory/ political decisions (e.g. sales stops) may influence customer demand, the sales of
Volkswagen Group could be negatively influenced resulting in less business opportunities for VWFSAL.

Although VWFSAL operates different brands in Australia a simultaneous and exceptionally strong reduction of
vehicle deliveries might result in negative volume and financial performance for VWFSAL.

VWFSAL is exposed to strategic risks that could arise from unfavorable decisions on business
development, products, pricing, investments in infrastructure or personnel.

VWEFSAL's management is regularly required to make strategic decisions that can have a significant impact on
its reputation, general business activities, net assets, financial position and results of operations. These decisions
can cover a broad range of issues and include, for example, decisions relating to the entry into (or exit from)
particular businesses or product lines, the pricing of products, investments into particular marketing efforts or
infrastructure (including IT infrastructure), risk management or the hiring of key personnel. Strategic risk means
the risk of a direct or indirect loss through strategic decisions which do not succeed due to errors or due to false
assumptions. Strategic risk also includes the failure to implement strategic objectives and the risks arising from
the integration/reorganisation of technical systems, personnel and corporate culture as well as the risk that the
implementation of strategic objectives may only be possible at a higher-than-expected cost.

Should a strategic risk scenario materialize, it could endanger VWFSAL's existence or lead to lower profits and
could have a material adverse effect on reputation, general business activities, net assets, financial position and
results of operations of VWFSAL.

Deviations between expected and realized profit and loss positions may lead to earnings risks for
VWFSAL.

Earnings risks denote the danger of deviations between planned and realized figures of specific profit- and loss-
positions in the income statement of VWFSAL that are not covered by the other risk types described in this
Prospectus. This includes the risks of unexpectedly low commissions (commission risk), unexpectedly high
expenses especially for overhead (expenses risk), and unrealistically high targets (in hindsight) for earnings from
(new) business volumes (sales risks). Should any of these risks materialize, this could reduce profits and could
therefore have a material adverse effect on the business, financial condition and results of operations of
VWFSAL.

Wrong product decisions linked to regulatory or competitive criteria could lead to lower product
profitability due to missed customer needs, reputational damage or fines and finally may have negative
effects on the overall business of VWFSAL.

The primary objective of VWFSAL is to promote the sales of the vehicles Volkswagen Group produces and to
strengthen customer loyalty to Volkswagen Group's brands. In order to fulfill this role VWFSAL has to offer
products that on the one hand meet customer demands and on the other hand generate profits. Hence the
decision-making process whether or not a product is introduced, is important for the success of VWFSAL. Every
product decision is subject to various risks and if risks are not properly taken into account as part of the product
decision, this may generate losses in sales volume and damage the Volkswagen Group's image.

Products have to comply with regulatory requirements. VWFSAL operates in a highly regulated environment. A
wrong product decision or erroneous product design, which violates legal or regulatory rules, could result in
regulators mistrusting the Volkswagen Group and to significant fines and reputational damage.

Furthermore, a wrong advertising without the disclosure of material condition and deceptive statement for
example about ancillary products could also affect customer loyalty and sales results.

The ability to offer financial services products that meet customer demands is the main critical success factor to
reach VWFSAL targets. If VWFSAL is unable to adapt its product offerings to meet customer demands or if
VWFSAL misjudges the competitive environment, this could lead to significant sales risk with a material effect on
VWFSAL's business and financial results. Moreover, unattractive products from VWFSAL could not only affect
its own sales volume but also the sales volume of Volkswagen Group, because potential customers with
financing and leasing needs may view competitors' financing offers as more favorable and thus purchase
products of competitors.

During the start-up phase of new products, the cannibalization effects (decrease in new contracts of a product
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due to the introduction of another product in the same product line) has to be taken into account by calculating
the effects of the product introduction on the existing product portfolio. If VWFSAL does not consider this
cannibalization effects in the development of new products or makes unrealistic assumptions, this could have
negative impact on the financial result.

VWFSAL may not be able to keep pace with the process of digitalisation, which may have an adverse
effect on the business, financial condition and results of operations of VWFSAL.

VWESAL is facing risks from new players entering the industry and new technologies changing the generation
and delivery of products and services. Digitalisation will have a significant and far-reaching impact for the
financial services sector.

Due to the rapidly changing environment in the digital world, the current sales and services processes will
change and new - unregulated -players will enter the financial services markets challenging established players
and business models. This entails the risk that VWFSAL may not be able to respond in time to challenges posed
by new players in the digital environment. This might have an adverse effect on customer relationships, as
current and future customers could turn away from VWFSAL and purchase products from other suppliers.

The customer expects to have access to financial information independent of time and location and to purchase
financial services products through a variety of sales channels. The greatest challenge for VWFSAL is to
establish the relevant processes meeting the customer needs in time.

A further risk for VWFSAL is to provide insufficient information on its online platforms. A lack of transparency
may have a negative impact on the reputation of VWFSAL.

VWFSAL takes on the challenges of digitalisation. Therefore a corresponding strategic area of activity,
“‘ROUTE2025”, was integrated into the corporate strategy to identify and monitor future digital development
within VWFSAL’s markets. Despite these efforts, it cannot be ruled out that competitors are faster or more
innovative in implementing digital solutions, which could have a negative impact on the earnings situation of
VWFSAL.

VWFSAL is exposed to the risk that its customers or other contractual counterparties may default or that
the credit quality of its customers or other contractual counterparties may deteriorate.

The risk of counterparty default at VWFSAL is defined as the potential negative deviation of the actual
counterparty risk outcome from the planned one. This includes the risk of default on lease payments as well as
on repayment and interest payments of financing contracts. The deviation in outcome occurs when the actual
loss exceeds the expected loss due to changes in credit ratings or credit losses.

Credit Risk

Credit risk concerns the risk of loss through defaults in the customer business, for example, due to non-
payments by a borrower or lessee of their obligations. The default is contingent on the inability or unwillingness
of the borrower or lessee to make payments. This includes scenarios where the contracting party makes
payments late, only partially or not at all.

Credit risks, including risks of counterparty default relating to leasing contracts, represent the main component
of VWFSAL's risk. They result from financing and leasing business in the automobile business.

The quality of credit risk is influenced by, among other factors, customers’ financial strength, collateral quality,
overall demand for vehicles and general macroeconomic conditions. In order to assess the level of credit risk
VWFSAL uses rating- and scoring-systems, that provide the relevant departments with an objective basis to
evaluate a potential loan or lease. These assessments take into account both quantitative factors (mainly data
from annual financial statements) and qualitative factors (such as the prospects for future business growth,
quality of management and the customer's payments record). Although VWFSAL regularly validates the
parameters and models, there can be no assurance that the calculated probabilities accurately reflect the future
developments. If, for example, an economic downturn were to lead to increased inability or unwillingness of
borrowers or lessees to repay their debts, increased write-downs and higher provisions would be required, which
in turn could adversely affect VWFSAL'’s results of operations.

VWFSAL has implemented detailed procedures in order to contact delinquent customers for payment, arrange
for the repossession of unpaid vehicles and sell repossessed vehicles. However, there is still the risk that
VWFSAL’s assessment procedures, monitoring of credit risk, maintenance of customer account records and
repossession policies might not be sufficient to prevent negative effects for VWFSAL.

Counterparty Risk
Counterparty risk arises from the entering into derivative transactions with financial institutions (e.g. to manage
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interest rate risk).

If counterparty risks materialize, by way of defaults or deterioration in the credit standing of VWFSAL'’s
contractual counterparties, this could have a material adverse effect on VWFSAL'’s net assets, financial position
and results of operations. This includes scenarios where the contracting counterparties make payments late or
not in full.

A decrease in the residual values or the sales proceeds of returned vehicles could have a material
adverse effect on the business, financial condition and results of operations of VWFSAL.

As a lessor under leasing contracts, including contracts with a balloon rate and return option for the customer,
VWFSAL generally bears the risk that the market value of vehicles sold at the end of the term may be lower than
the contractual residual value at the time the contract was entered into (so-called residual value risk). VWFSAL
takes such differences into account in establishing provisions for the existing portfolio and in its determination of
the contractual residual values for new business.

The residual value risk could be influenced by many different external factors. A decline in the residual value of
used cars could be caused by initiatives to promote sales of new vehicles, which was evident during the global
financial and economic crisis when incentive programs were offered by governments and automobile
manufacturers. Among other things, VWFSAL was required to increase existing loss provisioning for residual
value risks. It cannot be ruled out that a similar scenario due to renewed deterioration of the macroeconomic
environment could occur in the future.

Moreover an adverse change in consumer confidence and consumer preferences could lead to higher residual
value risks for VWFSAL. Customers determine the demand and therefore the prices of used cars. If customers
refrain from purchasing Volkswagen Group vehicles, for example due to such vehicles' perceived poor image or
unappealing design, this could have a negative impact on residual values.

Furthermore, changes in economic conditions, government policies, exchange rates, marketing programs, the
actual or perceived quality, safety or reliability of vehicles or fuel prices could also influence the residual value
risk. A decline in the residual values of Volkswagen Group vehicles could materially adversely affect VWFSAL's
net assets, financial position and results of operations.

Uncertainties may also exist with respect to the internal methods for calculating residual values, for example
owing to assumptions that prove to have been incorrect. Although VWFSAL continuously monitors used car
price trends and makes adjustments to its risk valuation, there is still the risk of using false assumptions to
assess the residual value risk.

Estimates of provisions for residual value risks may be less than the amounts actually required to be paid due to
misjudgments of initial residual value forecasts or changes in market or regulatory conditions. Such a potential
shortfall may have a material adverse effect on VWFSAL's business activities, net assets, financial position and
results of operations.

VWFSAL is exposed to concentrations of risk, such as counterparties, collateral or income that are
typical for a captive finance company.

Risk concentrations can arise to various degrees due to VWFSAL's business model, which focuses on
promoting sales of the various Volkswagen Group brands.

Concentrations of counterparties are currently insignificant for VWFSAL because a large part of the lending
business deals with small (retail) loans. VWFSAL’s business is concentrated in the Australian market. Hence,
the customer and asset class structure may change in the future and therefore concentrations of counterparties
could arise.

Industry concentrations in the dealer business are inherent to a captive finance company.

Concentrations of collateral exist for VWFSAL, because vehicles are the predominant type of collateral. Risks
from concentrations of collateral can arise if negative price movements in the overall used car markets or
especially in Volkswagen Group’s brands reduce proceeds from the disposal of collateral and, as a result, cause
a decline in the value of collateral. Since VWFSAL promotes sales of various Volkswagen Group brands and
their different vehicles the risk of synchronous price movements cannot be neglected completely.

A concentration of income arises due to VWFSAL'’s business model. The particular role as a sales promoter for
the Volkswagen Group gives rise to dependencies that directly affect the development of income.

The occurrence of risk concentrations could adversely affect the company’s net assets, financial position and
results of operations.
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VWFSAL is exposed to operational risks, such as process risks, personnel risks, technology risks and
external risks that could have negative effects on its business.

Operational risk at VWFSAL is defined as the threat of losses that arise from the inappropriateness or failure of
internal processes (process risks), people (personnel risks), systems (technology risks, e.g. IT risks) or external
factors (external risks, e.g. terror attacks). This definition includes legal risks.

VWEFSAL relies on internal and external information and technological systems to manage its operations and as
a result is subject to potential losses from breaches of security or laws, system or control failures, inadequate or
failed processes, human error, business interruptions and external events etc. Any of these events could have a
material adverse effect on business operations, increase the risk of loss resulting from disruptions of normal
operating procedures, cause considerable information retrieval and verification costs, and potentially result in
financial losses or other damage, including damage to VWFSAL'’s reputation.

Operational risks are increasingly important due to the rising complexity of the banking industry, the growing
speed of innovation as well as the increased use of new technology in the banking business.

Process Risks

The efficient, day-to-day performance of the business of VWFSAL relies heavily on a large number of internal
processes, for example on credit or leasing approval processes as well as regulatory reporting processes. Any
missing, outdated or defective processes as well as critical flaws in processes or failure by VWFSAL's
employees to properly follow process related instructions can expose VWFSAL to significant risks and could
have a material adverse effect on its business, financial condition and results of operations.

Personnel risks

Risks relating to VWFSAL’s employees are described as personnel risk. The individual skills and technical
expertise of VWFSAL's employees are a major factor contributing to VWFSAL’s success. If VWFSAL loses
experienced employees due to turnover, targeted recruiting or retirements, this may lead to a significant drain on
VWFSAL's know-how.

Because of demographic developments VWFSAL has to cope with changes relating to an aging workforce and
has to secure a sufficient number of qualified young persons with the potential to become the next generation of
highly skilled specialists and executives.

Competition for qualified personnel is increasing and if VWFSAL fails to retain qualified personnel to the
necessary extent, or if it fails to add additional qualified personnel or to continue to train existing personnel,
VWFSAL may not reach its strategic and economic objectives.

In addition, unintended errors, unauthorized actions or wrong decisions may lead to significant competitive
disadvantages.

Technology risks

A functioning and secure IT is essential for the ongoing business and thus for the success of VWFSAL. In order
to satisfy the requirements related to international financial services, VWFSAL operates comprehensive and
complex IT systems. A group-wide harmonization of various IT systems and data centers of VWFSAL with those
of third parties connected thereto constitutes a great challenge in regard to creating a uniform IT architecture.

In a centralized and standardized IT environment, there is a risk of excessive dependence on a single system or
a single data center. In that case, a system failure could have serious consequences for VWFSAL. However, a
lack of standardization in the data centers bears risks concerning the security and availability of IT systems, i.e.
the operation ability in an emergency. Failure to create a uniform IT architecture across the company subjects it
to risks inherent in a non-uniform IT system, such as compatibility issues for both hardware and software or the
necessity to train personnel for different systems.

Additionally, numerous essential functional processes in the banking, insurance and leasing business depend on
computer-controlled applications and cannot be carried out without properly functioning IT systems and IT
infrastructure. Malfunctions or errors in internal or external IT systems and networks, including potential outside
intrusions by hackers or computer viruses, software or hardware errors and violations of data integrity could
have adverse effects on the operations of VWFSAL. Further risks such as modern industrial espionage and
targeted attacks as well as the possibility of insider attacks challenge the availability, confidentiality, integrity,
authenticity and traceability of systems and data at VWFSAL.

Furthermore, regular or event-driven updates are required for many of VWFSAL’s IT systems in order to meet
increasingly complex business and regulatory requirements. Some of the IT-systems used by VWFSAL are no
longer supported by their vendors or updates are delivered incorrectly or with a delay respectively. IT system
downtime, interruptions, functional deficits or security flaws may significantly adversely affect customer and
business partner relationships, accounting and business processes and hence result in significant expenses for
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data restoration and verification. Among other things, IT incidents or malicious attacks on mobile online services
directly affect customers and may attract negative media attention.

VWFSAL collects, processes and uses confidential employee-, customer-, brand- and dealer data, for example
in the areas of human resources or direct banking. In this regard, VWFSAL must comply with applicable data
protection laws in order to prevent the abuse of personal or contractual data. Violations of such laws may
damage VWFSAL's reputation, constitute administrative offenses or criminal acts and lead to damages claims
and fines as well as business interruptions.

VWEFSAL carries out several national and international, partially cross-company IT projects with the aim to
further develop and extend the product range also under the use of new technologies. Insufficient project
management can lead to delayed project realizations or reduced targets and revenues. In connection with
external procurement of capacities, risk with a view to internal know-how can arise.

VWFSAL coverage may not be adequate to cover all the costs related to IT risks. Any failure to prevent such IT
risks could subject VWFSAL to liability, decrease VWFSAL'’s profitability and damage its reputation.

External Risks

The occurrence of catastrophic or unforeseen events ( so called external risks), including natural disasters,
terrorist attacks, the emergence of a pandemic, strike, fire or other widespread emergency could create
economic and financial disruptions, lead to operational difficulties (including travel limitations or relocation of
affected employees) that could have an adverse effect on VWFSAL'’s financial condition and results of
operations.

Dependency on service providers and on contracted services that may be rendered incompletely or not
at all could have negative effects on the business operations of VWFSAL.

As part of its operative activities, VWFSAL uses the support of external service providers. Generally, the
selection and cooperation with external services providers is regulated by instructions and processes of
VWFSAL. In connection with external service providers, there are risks that cannot be excluded despite
minimizing risk targets and instruments.

VWEFSAL faces the risk that the contracted services are not rendered in full or not at all. This could cause an
increased financial burden to purchase the services in the required scope, time and quality. In exceptional cases,
an external service provider could terminate business operations abruptly or with a short lead time, for example
due to insolvency or disaster scenarios. Finally, the aforementioned risks could result in VWFSAL providing
services to its stakeholders with delay, in lower quality or not at all. These risks may financially affect VWFSAL.

VWFSAL is exposed to litigation risks that may result from legal disputes, governmental investigations
or other official proceedings with various stakeholders.

In the course of its operating activities, VWFSAL could become subject to legal disputes, governmental
investigations or other official proceedings in Australia as well as abroad. In particular, but not limited to the
following scenarios, such proceedings may be initiated by relevant authorities, suppliers, dealers, customers,
employees, or investors and could relate to, inter alia, legal and regulatory requirements, competition issues,
ethical issues, money laundering laws, data protection laws, non-compliance with civil law and information
security policies. For the companies involved, these proceedings may result in payments, regulatory sanctions
or other obligations. Complaints brought by suppliers, dealers, investors or other third parties may also result in
significant costs, risks or damages for VWFSAL. There may be investigations by governmental authorities into
circumstances of which VWFSAL is currently not aware, or which have already arisen or will arise in the future,
including in relation to alleged violations of supervisory law, competition law or criminal law.

Furthermore, VWFSAL must comply with consumer credit regulations adopted in Australia, including the
National Consumer Credit Protection Act 2011. The National Consumer Credit Protection Act and other
consumer protection legislations regulate matters such as advertising to consumers, information to borrowers
regarding loan conditions and pre-financing suitability checks. Any violation of compliance with these laws could
result in claims from a large number of customers and could have a materially adverse effect to VWFSAL’s
business operations and financial condition.

As an automotive manufacturer-associated provider of financial services, VWFSAL enters into finance and lease
contracts of Volkswagen Group vehicles with retail and corporate customers. As such, VWFSAL is dependent
on the sale and quality of Volkswagen Group vehicles. Any irregularities of these vehicles might affect
VWFSAL'’s business, in particular the sale contracts of the manufacturer or dealer on the one hand and finance
or lease contracts of the financial services provider on the other hand are considered to be linked with each
other.
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Litigation is inherently uncertain and VWFSAL could experience significant adverse results regardless of the
merits of any alleged claims or outcomes of proceedings in which it is directly or indirectly involved. In addition,
adverse publicity relating to allegations involving VWFSAL Group or the Volkswagen Group may cause
significant reputational harm that could have a material adverse effect on VWFSAL.

Any of the foregoing could have a material adverse effect on VWFSAL'’s business, financial position, results of
operations and its reputation.

VWFSAL may not be able to use its trademarks/ intellectual property rights or to adequately protect its
intellectual property and could be liable for infringement of third-party intellectual property.

VWFSAL is using trademarks and other intellectual property rights owned by the Volkswagen Group, which are
of essential importance to VWFSAL'’s business success. If such rights were challenged and Volkswagen Group
is not able to secure such rights in the future, VWFSAL may not be allowed to use these trademarks or
intellectual property rights, which might adversely affect its general business activities, net assets, financial
position and results of operations.

VWFSAL owns a number of trademarks, patent applications and other intellectual property rights. Despite
ownership of these rights, VWFSAL may not be able to enforce claims against third parties to the extent required
or desired. VWFSAL's intellectual property rights may be challenged and VWFSAL may not be able to secure
such rights in the future. Furthermore, third parties may violate VWFSAL's intellectual property rights and
VWFSAL may not be able to prevent such violations for legal or factual reasons.

VWEFSAL may also infringe patents, trademarks or other third-party rights or may not have validly acquired
service inventions. Moreover, VWFSAL may not obtain all licenses necessary for carrying on its business
successfully in the future. If VWFSAL is alleged or determined to have violated third-party intellectual property
rights, it may have to pay damages or may be barred from marketing certain products. VWFSAL could also face
costly litigation.

Increased regulations and measures could affect business profitability and result of operations of
VWFSAL.

As a response to the global financial crisis, most jurisdictions have imposed increased regulations and
implemented measures designed to prevent future financial crises or diminish their effects. Such implemented or
planned regulations and measures may lead to additional costs, materially affecting the business, results of
operations and profitability of VWFSAL. To prevent a future financial crisis, legislators may decide on additional
charges and taxes, for example the introduction of taxes on financial market transactions. Any such new rules
may have a negative impact on the net assets, financial position and result of operations of VWFSAL.

VWEFSAL is subject to the Australian regulation and supervision. These supervisory bodies have broad
jurisdiction over many aspects of VWFSAL'’s operations, including marketing and selling practices, licensing and
terms of business. Any changes in the regulatory framework and its applications, or any further implementation
of new requirements for financial institutions and banks, may have a material effect on the business and
operations of VWFSAL. Each of VWFSAL'’s operations also faces the risk that the relevant supervisory body
may find it has failed to comply with applicable regulations and any such regulatory proceedings could result in
adverse publicity for, or negative perceptions regarding, such supervised entity, which could reflect on VWFSAL.
In addition, any significant regulatory action against a member of VWFSAG Group could have a material
adverse effect on VWFSAL'’s business results.

Furthermore, VWFSAL must comply with consumer credit regulations adopted in Australia. The costs of
complying with these laws and regulations, as well as with any additional regulation, could affect the conduct of
VWFSAL’s business and negatively affect its financial condition. Any violation of compliance with these laws
could have a materially adverse effect on VWFSAL'’s business operations and financial condition.

As part of VWFSAG Group, VWFSAL is exposed to the risk of higher regulatory costs and reduced levels
of activities resulting from the supervision of banks.

EU institutions have created a single supervisory mechanism for the supervision of banks and other credit
institutions (“SSM”). Under the SSM, the ECB has been given specific tasks related to financial stability and
banking supervision. Within the SSM, the ECB directly supervises significant banking groups in the Euro area,
including VWFSAG Group.

The implementation of regulatory changes in the course of the supervision of banks has already resulted in higher
costs and future implementation of further changes may continue to increase the cost of compliance as well as
other costs for VWFSAG Group. VWFSAL, as part of VWFSAG Group, might be affected by higher regulatory
costs as well. Moreover, depending on the type of regulatory changes, the regulatory aspects could also lead to
reduced levels of activity. Both, increasing costs of compliance and reduced levels of activities might have an
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adverse effect on VWFSAL'’s business, financial condition and results of operations.

VWFSAL has to comply with comprehensive and constantly changing government regulations which
bears the risk that laws are not being adhered to properly or efficiently.

Compliance with law is a basic precondition for the success of VWFSAL. The growing scale of VWFSAL'’s
business operations as well as the increasing number and complexity of legal regulations increase the risk that
legal requirements are violated, either because they are not known or because they are not fully understood.

VWEFSAL has established a compliance system to make sure that all representatives, managers and employees
act within the legal requirements in Australia. However, there remains a risk that representatives, managers or
employees do not act in compliance with applicable laws. A violation of applicable law could lead to the
imposition of penalties, liabilities, additional compliance costs, restrictions on or revocations of VWFSAL'’s
permits and licenses, restrictions on or prohibitions of business operations and other adverse consequences.

VWEFSAL believes that it maintains all material licenses and permits required for the current operations and that
it is in substantial compliance with all applicable regulations. However, there can be no assurance, that VWFSAL
will be able to maintain all required licenses and permits, and the failure to satisfy those and other regulatory
requirements could have a material adverse effect on its operations. Further, the adoption of additional, or the
revision of existing, rules and regulations could have a material adverse effect on VWFSAL'’s business. Costs of
compliance with applicable laws are considerable and such costs are likely to increase further in the future. Such
costs can affect operating results. Compliance also requires forms, processes, procedures, controls and the
infrastructure to support these requirements. The failure to comply could result in significant statutory civil and
criminal penalties, monetary damages, legal fees and costs, possible revocation of licenses and damage to
reputation, brand and valued customer relationships.

The compliance and risk management systems of VWFSAL may prove to be inadequate to prevent and
discover breaches of laws and regulations or might not be able to identify, measure and take
appropriate countermeasures against all relevant risks.

VWFSAL must comply with a range of legislative and regulatory requirements in Australia. VWFSAL has a
compliance and risk management system that supports VWFSAL'’s operational business processes, helps to
ensure compliance with legislative and regulatory provisions and, where necessary, initiates appropriate
countermeasures.

Members of VWFSAL governing bodies, employees, authorized representatives or agents may violate
applicable laws, regulatory requirements, internal standards and procedures. VWFSAL may not be able to
identify such violations, evaluate them correctly or take appropriate countermeasures. Furthermore, VWFSAL'’s
compliance and risk management systems may not be appropriate to its size, complexity and geographical
diversification and may fail for various reasons. In addition, on the basis of experience, VWFSAL cannot rule out
that, for example in contract negotiations connected with business initiation, members of VWFSAL’s governing
bodies, employees, authorized representatives or agents have accepted, granted or promised advantages for
themselves, VWFSAL or third parties, have applied comparable unfair business practices, or continue to do so.
VWFSAL’s compliance and risk management system may not be sufficient to prevent such actions.

The occurrence of these risks may result in a reputational loss and various adverse legal consequences, such
as the imposition of fines and penalties on VWFSAL or members of its governing bodies or employees, or the
assertion of damages claims.

If any of these risks were to materialize, this could have a material adverse effect on VWFSAL'’s business, net
assets, financial condition and results of operations.

VWFSAL is exposed to interest rate risk.
In the course of VWFSAL'’s regular business activities, financial risks may arise from changes in interest rates.

Interest Rate Risk

The interest rate risk consists of potential losses from changes in market rates. It arises from non-matching
interest periods of a portfolio’s assets and liabilities. Interest rate risks are incurred in the banking book of
VWEFSAL. The consequences of unforeseen interest rate changes mainly comprise interest rate losses due to
the potential carrying of primarily long-term fixed interest rates on the asset side and short-term interest rates on
the liability side.
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The business of VWFSAL requires substantial funding and liquidity, and disruption in VWFSAL'’s
funding sources or access to the capital markets could have a material adverse effect on its business,
liquidity, cash flows, financial condition and results of operations.

Liquidity risk refers to the risk that due payment obligations cannot be met in full or in a timely manner, or - in the
case of a liquidity crisis - that refinancing instruments can only be obtained at higher market rates or not at all or
assets can only be sold at a discount to market prices. Therefore, liquidity risk describes the risk that required
funding cannot be obtained, or can only be obtained at higher costs. It applies to payment obligations arising
from the existing portfolio as well as liquidity needs for future business.

VWFSAL’s continued operations require access to significant amounts of funding. VWFSAL carries out
refinancing separately from Volkswagen Group’s liquidity holdings. Nevertheless, VWFSAL regularly receives
substantial amounts of funding from Volkswagen Group. Therefore, VWFSAL is dependent on Volkswagen
Group’s and VWFSAG's liquidity situation.

Historically, VWFSAL has mainly satisfied its funding requirements through the issuance short and long-term
debt securities out of money market and capital market programs, bank loans, operating cash flows and the
securitization of loan receivables. Therefore VWFSAL is dependent on continued access to these funding
sources. VWFSAL seeks to ensure and it remains solvent at all times by holding sufficient liquidity reserves
through credit lines, securities, cash reserves.

The diverse access to funding sources may be limited in the future by potential market or regulatory changes in
the banking sector. Due to its ongoing funding needs, VWFSAL is also exposed to liquidity risk in the event of
prolonged closure of debt or credit markets. The use of committed and uncommitted credit lines with banks to
cover liquidity needs depends on the willingness and ability of banks to provide these facilities. VWFSAL relies
to a certain degree on the ability to transfer finance and lease assets to newly formed or existing securitization
trusts and special purpose vehicles and to sell securities in the asset-backed securities market to generate cash
proceeds for repayment of due debt and to grow business.

There can be no assurance that VWFSAL'’s current financing arrangements will provide it with sufficient liquidity
under various market and economic scenarios. A deterioration of the situation on the money and capital markets,
a loss of reputation or a decrease in VWFSAG Group’s or VWFSAL'’s creditworthiness could greatly undermine
VWFSAL's ability to refinance itself. Even if its assets and available funding arrangements provide VWFSAL with
sufficient liquidity, its costs of funding could increase.

If these sources of funding are not available on a regular basis for any reason, including the occurrence of
events of default, deterioration in loss experience on the collateral, breach of financial covenants or portfolio and
pool performance measures, disruption of the asset-backed market or otherwise, VWFSAL would be required to
revise the scale of its business which would have a material adverse effect on their financial position, liquidity
and results of operations. In an adverse scenario the inability to service due debt could potentially lead to
insolvency.

VWEFSAL'’s liquidity and long-term viability depends on many factors including its ability to successfully raise
capital and secure appropriate financing.

As VWFSAL is part of the group of consolidated companies of VWFSAG Group, which is supervised by the
European Central Bank, VWFSAL in its consolidated context has to comply with all liquidity regulations that
apply for this group.

Negative changes to Volkswagen AG’s or VWFSAG’s credit rating and credit ratings of securities issued
by VWFSAL could adversely affect VWFSAL’s funding costs, financial condition and results of operation.

VWFSAG is a wholly-owned subsidiary of Volkswagen AG. Due to the strong strategic and economic
interlinkage between these two companies, the credit rating of VWFSAG remains strongly dependent on the
economic development and on the credit rating of Volkswagen AG. The rating of notes issued by VWFSAL
strongly depends on the credit rating of VWFSAG as guarantor of these notes.

VWEFSAL'’s refinancing opportunities may be adversely affected by a rating downgrade or a rating withdrawal of
any of VWFSAG’s credit ratings, which includes transaction ratings. For example, if VWFSAG’s credit ratings
worsen, the demand from money and capital market participants for securities issued by VWFSAL and thus the
access to these funding sources may reduce. Additionally, a rating downgrade could adversely impact the rates
of interest VWFSAL has to pay. This might as well have a similar impact on other funding sources like credit
lines. and ABS transactions.

Furthermore, a credit rating may not correctly reflect the potential impact of solvency risks of VWFSAG as
guarantor or VWFSAL as issuer of notes. The rating agencies that currently, or may in the future, assign a rating
to bonds issued by VWFSAL may change their assessment criteria. This could result in a rating action, which is
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based on such criteria change, but need not necessarily be related to a deterioration or improvement of the
solvency of VWFSAG or VWFSAL.

VWFSAL is exposed to the risk of unexpected negative stress test results of VWFSAG Group.

VWEFSAL is not directly subject to stress test exercises of the European Central Bank, but since its parent
company is, it cannot be ruled out that indirect impacts could arise for VWFSAL if VWFSAG Group receives
negative results on such stress tests.

The publication of the results of VWFSAG Group’s stress test, its evaluation by financial market participants or
the market’'s general impression that a stress test is not strict enough, could have a negative impact on
VWFSAG Group’s and therefore on VWFSAL'’s reputation. This may lead to a lower ability to refinance itself as
well as increasing costs of funding. Hence, the risk of negative stress test result of VWFSAG Group could have
a material adverse effect on VWFSAL'’s business, results of operations or financial condition.

VWFSAL is exposed to the risk of insufficient insurance coverage that may arise due to higher than
expected damages or intentionally uninsured risks.

VWEFSAL has obtained insurance coverage in relation to a number of risks associated with its business activities
under Volkswagen Group insurances that are subject to standard exclusions, such as willful misconduct. Where
the risks arising from legal disputes and investigations can be assessed, are transparent and economically
reasonable, adequate insurance cover is taken out for these risks and appropriate provisions are recognized for
the remaining identifiable risks.

However, as some risks cannot be identified or can only be assessed to a limited extent, there is a risk that
losses or damages occur which are not covered by insurance and/or provisions. In addition, there are risks left
intentionally uninsured based on VWFSAL’s cost benefit analysis and VWFSAL therefore has no insurance
against these events. As a result, if VWFSAL sustains damages for which there is no or insufficient insurance
coverage or encounters restrictions on insurance coverage, the above-described risks may have a material
adverse effect on VWFSAL’s general business activities, net assets, financial position and results of operations.

Tax laws and their interpretation may adversely affect the financial condition and results of operations.

VWEFSAL is subject to tax legislation in Australia. Although the tax department, supported by local advisors,
monitors the tax situation, there are latent tax risks due to possible modifications or general changes to the tax
regime, tax law, accounting principles or other laws of jurisdictions by the competent authorities. Modifications or
changes could occur during the lifetime of the assets and liabilities of VWFSAL and may have a material
adverse effect on its business, net assets, financial condition and results of operations.

Moreover, VWFSAL is exposed to tax risks, which could arise in particular as a result of tax audits or as a result
of past measures. Ongoing or future tax audits may lead to demands for back taxes, tax penalties and / or
similar payments. Such payments may arise, for example, from the full or partial non-recognition of intra-group
transfer prices. In countries where there are no limitation periods for tax payments, VWFSAL may also face
demands for back taxes relating to earlier periods. Taking this under consideration VWFSAL's provisions for tax
risks may be insufficient to cover possible settlement amounts. The occurrence of these risks could have a
material adverse effect on VWFSAL's net assets, financial position and results of operations.

VWFSAL could be adversely affected by an event or several successive events that might cause
reputational damage.

Various issues may give rise to reputational risk and cause harm to VWFSAL. Reputational risk denotes the
danger that an event or several successive events might cause reputational damage (public opinion), which
might limit VWFSAL'’s current and future business opportunities and activities (potential success) and thus lead
to indirect financial losses (customer base, sales, equity, refinancing costs etc.) or direct financial losses
(penalties, litigation costs etc.). Damage to VWFSAL's reputation or image could result in a direct effect on the
financial success.

The issues that could give rise to reputational risk include product recalls, reputation loss for the Volkswagen
Group in general, legal and regulatory requirements, antitrust and competition law issues, ethical issues, money
laundering and anti-bribery laws, data protection laws, information security policies, problems with services
provided by VWFSAL or by third parties on its behalf. Failure to address these issues appropriately could also
give rise to additional legal risk, which could adversely affect existing litigation claims against VWFSAL and the
amount of damages asserted against VWFSAL or subject to additional litigation claims or regulatory sanctions.
Any of the above factors could have a material adverse effect on the brand, reputation, business, financial
condition and results of operations of VWFSAL.
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Risk Factors regarding the Notes

The following is a disclosure of risk factors that are material to the Notes issued under the Programme in
order to assess the market risk associated with these Notes. Prospective investors should consider these
risk factors before deciding to purchase Notes issued under the Programme.

Prospective investors should consider all information provided in this Prospectus and the relevant Final
Terms and consult with their own professional advisers (including their financial, accounting, legal and
tax advisers) if they consider it necessary. In addition, investors should be aware that the risks described
may combine and thus intensify one another.

1. General risks regarding the Notes

Some Notes are complex financial instruments. A potential investor should not invest in Notes unless it
has the expertise (either alone or with a financial adviser) to evaluate how the Notes will perform under
changing conditions, the resulting effects on the value of the Notes and the impact this investment will
have on the potential investor’s overall investment portfolio.

Each potential investor in Notes must determine the suitability of that investment in light of its own circumstances.
In particular, each potential investor should:

(i) have sufficient knowledge and experience to make a meaningful evaluation of the relevant Notes, the merits
and risks of investing in the relevant Notes and the information contained or incorporated by reference in this
Prospectus or any applicable supplement;

(i) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular
financial situation and the investment(s) it is considering, an investment in the Notes and the impact the Notes will
have on its overall investment portfolio;

(iii) have sufficient financial resources and liquidity to bear all of the risks of an investment in the relevant Notes,
including where principal or interest is payable in one or more currencies, or where the currency for principal or
interest payments is different from the potential investor's currency;

(iv) understand thoroughly the terms of the relevant Notes and be familiar with the behaviour of any relevant
indices and financial markets; and

(v) be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for economic,
interest rate and other factors that may affect its investment and its ability to bear the applicable risks.

Some Notes are complex financial instruments. Sophisticated institutional investors generally do not purchase
complex financial instruments as stand-alone investments. They purchase complex financial instruments as a way
to reduce risk or enhance yield with an understood, measured, appropriate addition of risk to their overall portfolio.
A potential investor should not invest in Notes which are complex financial instruments unless it has the expertise
(either alone or with a financial adviser) to evaluate how the Notes will perform under changing conditions, the
resulting effects on the value of the Notes and the impact this investment will have on the potential investor's
overall investment portfolio.

The Notes may be listed or unlisted and no assurance can be given that a liquid secondary market for
the Notes will develop or continue. In an illiquid market, an investor may not be able to sell his Notes at
any time at fair market prices.

Application has been made to the Luxembourg Stock Exchange for Notes to be issued under this Prospectus to
be admitted to trading on the regulated market of the Luxembourg Stock Exchange and to be listed on the official
list of the Luxembourg Stock Exchange. In addition, the Programme provides that Notes may be listed on other or
further stock exchanges or may not be listed at all. Regardless of whether the Notes are listed or not, there can
be no assurance that a liquid secondary market for the Notes will develop or, if it does develop, that it will
continue. The fact that the Notes may be listed does not necessarily lead to greater liquidity compared to unlisted
Notes. If the Notes are not listed on any exchange, pricing information for such Notes may, however, be more
difficult to obtain which may affect the liquidity of the Notes adversely. In an illiquid market, an investor might not
be able to sell his Notes at any time at fair market prices. The possibility to sell the Notes might additionally be
restricted by country specific reasons.

The Holder of Notes is exposed to the risk of an unfavourable development of market prices of its Notes
which materializes if the Holder sells the Notes prior to the maturity of such Notes.
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The development of market prices of the Notes depends on various factors, such as changes of market interest
rate levels, the policy of central banks, overall economic developments, inflation rates or the lack of or excess
demand for the relevant type of Note. The Holder of Notes is therefore exposed to the risk of an unfavourable
development of market prices of its Notes which materializes if the Holder sells the Notes prior to the maturity of
such Notes. If the Holder decides to hold the Notes until maturity the Notes will be redeemed at the amount set
out in the relevant Final Terms.

If the Issuer has the right to redeem the Notes prior to the Maturity Date, a Holder of such Notes is
exposed to the risk that due to early redemption his investment will have a lower than expected yield
and/or that the market price of the Notes is negatively affected.

The applicable Final Terms will indicate whether the relevant Issuer may have the right to call the Notes prior to
the Maturity Date for reasons of taxation or at the option of the relevant Issuer (optional call right) on one or
several dates determined beforehand. If the relevant Issuer redeems any Note prior to the Maturity Date, a Holder
of such Notes is exposed to the risk that due to early redemption his investment may have a lower than expected
yield. The relevant Issuer might exercise his optional call right if the yield on comparable Notes in the capital
market falls which means that the Holder may only be able to reinvest on less favourable conditions as compared
to the original investment. In addition, there is a risk that the market price of the Notes may be negatively affected
in case the Issuer has or is perceived to have a right to redeem the Notes early.

A Holder of a Note denominated in a foreign currency is exposed to the risk of changes in currency
exchange rates which may affect the yield and/or the redemption amount of such Notes.

A Holder of Notes denominated in a foreign currency (i.e., a currency other than euro) is particularly exposed to
the risk of changes in currency exchange rates which may affect the yield of such Notes. Changes in currency
exchange rates result from various factors such as macro-economic factors, speculative transactions and
interventions by central banks and governments.

A change in the value of any foreign currency against the euro, for example, will result in a corresponding change
in the euro value of Notes denominated in a currency other than in euro and a corresponding change in the euro
value of interest and principal payments made in a currency other than in euro in accordance with the terms of
such Notes. If the underlying exchange rate falls and the value of the euro correspondingly rises, the price of the
Notes and the value of interest and principal payments made thereunder expressed in euro falls.

In addition, government and monetary authorities may impose (as some have done in the past) exchange controls
that could adversely affect an applicable currency exchange rate. As a result, investors may receive less interest
or principal than expected, or no interest or principal.

In respect of Notes providing for Turkish Lira as the specified currency, Holders of such Notes should take into
account that foreign exchange rates in emerging markets and consequently the Turkish Lira are subject to
particularly high fluctuations, depreciation or even illiquidity. Therefore, the Issuer might in specific circumstances
beyond the Issuer’s control not be able to fulfill its obligation to pay interest and principal in Turkish Lira. In this
case the Issuer may select payment in U.S. Dollar at an U.S. Dollar equivalent of any such Turkish Lira
denominated amount.

The relevant Issuer may at any time, without the consent of the Holders, be substituted as principal
debtor in respect of all obligations arising from or in connection with the Notes.

The Terms and Conditions of the Notes provide that the relevant Issuer may at any time, without the consent of
the Holders, substitute for itself either the Guarantor (in case of Notes issued by VWFSNV, VWLGMBH, VWFSJ
or VWFSAL) or any other company, more than 90 per cent. of the shares or other equity interest carrying the right
to vote of which are directly or indirectly owned by VWFSAG (in the case of Notes issued by VWFSAG) or the
Guarantor (in case of Notes issued by VWFSNV, VWLGMBH, VWFSJ or VWFSAL) as principal debtor in respect
of all obligations arising from or in connection with the Notes in the circumstances and subject to the conditions
set out in § 12 of the Terms and Conditions of the Notes.

Should the German Act on Issues of Debt Securities apply to the Notes, the Terms and Conditions of
such Notes may be modified by resolution of the Holders passed by the majority stipulated by the
German Act on Issues of Debt Securities. Holders therefore bear the risk that the initial Terms and
Conditions of the Notes may be modified to their individual disadvantage.

The Terms and Conditions may provide for the application of the German Act on Issues of Debt Securities
(Schuldverschreibungsgesetz) dated 31 July 2009 ("German Act on Issues of Debt Securities") to the Notes. In
such a case the Terms and Conditions may be modified by resolution of the Holders passed by the majority
stipulated by the German Bond Act. Holders are subject to the risk of being outvoted by a majority resolution of
the Holders. As resolutions properly adopted are binding on all Holders, certain rights of such Holder against the
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Issuer under the Terms and Conditions may be amended or reduced or even cancelled. Holders therefore bear
the risk that the initial Terms and Conditions may be modified to their individual disadvantage.

Furthermore, if the Notes provide for the appointment of a Common Representative, either in the Terms and
Conditions or by a majority resolution of the Holders, it is possible that a Holder may be deprived of its individual
right to pursue and enforce its rights under the Terms and Conditions against the Issuer, such right passing to the
Common Representative who is then exclusively responsible to claim and enforce the rights of all Holders.

Potential purchasers and sellers of the Notes may be required to pay taxes or other documentary
charges or duties in accordance with the laws and practices of the country where the Notes are
transferred or other jurisdictions.

Potential purchasers and sellers of the Notes should be aware that they may be required to pay taxes or other
documentary charges or duties in accordance with the laws and practices of the country where the Notes are
transferred to or of other jurisdictions. In some jurisdictions, no official statements of the tax authorities or court
decisions may be available for innovative financial instruments such as the Notes. In addition, potential
purchasers are advised to ask for their own tax adviser's advice on their individual taxation with respect to the
acquisition, sale and redemption of the Notes. Only these advisors are in a position to duly consider the specific
situation of the potential investor.

Holders of the Notes may not be entitled to receive grossed-up amounts to compensate for tax, duty,
withholding or other payment.

All payments made by the Issuer in respect of the Notes may be made subject to any tax, duty, withholding or
other payment which may be required to be made, paid, withheld or deducted as further specified in the Final
Terms. Holders may not be entitled to receive grossed-up amounts to compensate for tax, duty, withholding or
other payment.

The acquisition of the Notes might be subject to legal restrictions which may affect the validity of the
purchase.

Potential purchasers of the Notes should be aware that the acquisition of the Notes might be subject to legal
restrictions potentially affecting the validity of the purchase. Neither the Issuer, the Dealers nor any of their
respective affiliates has or assumes responsibility for the acquisition of the Notes by a prospective purchaser of
the Notes, whether under the laws of the jurisdiction of its incorporation or the jurisdiction in which it operates (if
different). A prospective purchaser may not rely on the Issuer, the Dealers or any of their respective affiliates in
connection with its determination as to the legality of its acquisition of the Notes.

Even if the Notes may have the benefit of an unconditional and irrevocable guarantee there can be no
assurance that the proceeds from the enforcement of the Guarantee will be sufficient to satisfy the
obligations under the Notes.

Notes issued by VWFSNV, VWLGMBH, VWFSJ or VWFSAL will have the benefit of a guarantee by VWFSAG
which constitutes a contract for the benefit of the Holders as third party beneficiaries in accordance with § 328
paragraph 1 BGB (German Civil Code). As a consequence, each Holder will have the right require performance of
the obligations undertaken herein directly from the Guarantor and to enforce such obligations directly against the
Guarantor. The Guarantee will be governed by German law and the courts of Frankfurt am Main, Germany, will
have non-exclusive jurisdiction for any action or other legal proceedings in connection with the Guarantee.
Holders should be aware that the enforcement of rights with the help of a German court is subject to an advance
of court fees and, if the relevant Holder is a foreign person domiciled outside the European Union, to the posting
of a bond for statutory attorney's fees incurred by the defendant. In addition, upon request of the court,
documents which are not in the German language will have to be translated into German to be admissible
evidence in the German courts which could cause delays in the enforcement of the Holder's rights. There can be
no assurance that the proceeds from the enforcement of the Guarantee will be sufficient to satisfy the obligations
under the Notes.

In case of financial difficulties, the Issuer may initiate a reorganisation proceeding
(Reorganisationsverfahren) or restructuring proceeding (Sanierungsverfahren) on the basis of the
German Bank Reorganisation Act (Kreditinstitute-Reorganisationsgesetz) which may adversely affect the
rights of the Holders of Notes. If the financial difficulties amount to the Issuer's insolvency, Holders of
Notes may lose part or all of their invested capital (risk of total loss).

The German Bank Reorganisation Act (Kreditinstitute-Reorganisationsgesetz, the "KredReorgG") provides for
the possibility to implement a reorganisation proceeding which allows for a restructuring of the Issuer if it is
threatened in its existence on the basis of a reorganisation plan (Reorganisationsplan). The reorganisation plan
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may provide for haircuts, maturity extension and the conversion from debt to equity or other measures affecting
creditors. The adoption of the plan requires majority votes within the affected groups of stakeholder. Conversion
from debt to equity requires approval by each affected creditor.

The KredReorgG further provides for the possibility to implement restructuring proceedings (Sanierungsverfahren)
which do not require a threat in the existence of the Issuer but a mere need for restructuring
(Sanierungsbediirftigkeit) and allow for a restructuring of the Issuer on the basis of a restructuring plan
(Sanierungsplan). While the restructuring plan may not directly provide for measures affecting creditors' rights, it
may include the granting of privileged restructuring loans. As the repayment of such restructuring loan would rank
prior to old debt this might have indirect adverse effects on the position of Holders of Notes.

If the financial difficulties amount to the Issuer's insolvency, Holders of Notes may lose part or all of their invested
capital (risk of total loss).

In connection with the Bank Recovery and Resolution Directive which has been implemented in the
Federal Republic of Germany by the Restructuring and Resolution Act with effect as of 1 January 2015,
there is, subject to the non-availability of alternative measures, in particular measures of the private
sector and in the case of VWFSAG the transfer of capital or funds by VW AG, the risk that due to the
resolution tools contained therein and the related absorption of losses, Holders of Notes may face the
risk to fully lose their invested capital and related rights. As a result of legislative changes to the ranking
of claims, the risk of being subject to the "Bail-in resolution tool" increases for Holders of Senior Notes
compared to Holders of other senior obligations.

During the global financial crisis of the past years numerous banks in financial difficulties had to be rescued by
their respective home states or wound up with financial assistance from public funds, in order to stabilise the
financial system. In the aftermath thereof, political initiatives have arisen worldwide which aim at forcing bank
creditors to take a share in the costs of recovery or resolution measures for banks, thus reducing financial burden
on public budgets by such measures. Along these lines, the Basel Committee on Banking Supervision included a
requirement in its Basel Ill recommendations of 13 January 2011 that additional (hybrid) Tier 1 and Tier 2 capital
instruments shall only be recognised as regulatory capital if they fully absorb losses at the point of non-viability
before taxpayers are exposed to loss.

At European level, the EU institutions have enacted an EU Directive which defines a framework for the recovery
and resolution of credit institutions and investment firms (the so-called Bank Recovery and Resolution Directive,
the "BRRD"). The BRRD has been implemented in the Federal Republic of Germany by the Restructuring and
Resolution Act (Sanierungs- und Abwicklungsgesetz — "SAG"). The SAG came into force on 1 January 2015 and
grants significant rights for intervention of BaFin and other competent authorities in the event of a crisis of credit
institutions, including the Issuer or its group.

The SAG provides for resolution tools and powers which can be applied if, inter alia, the continued existence of
the Issuer or its group is at risk (Bestandsgefdhrdung) and a resolution action is necessary in the public interest
(Offentliches Interesse). The resolution tools include the bail-in tool and the write down or conversion of capital
instruments tool. It should be noted that resolution tools and powers are subject to the non-availability of
alternative measures, in particular measures of the private sector and in the case of VWFSAG the transfer of
capital or funds by VW AG.

The bail-in tool and the write down or conversion of capital instruments tool empower the competent resolution
authorities (in particular currently, in Germany, the Bundesanstalt fiir Finanzmarktstabilisierung — FSMA and, on a
European level, the Single Resolution Board ) — besides other resolution powers and, under certain conditions
and subject to certain exceptions — to permanently write down the value (including a write down to zero) of, in the
case of the write down or conversion of capital instruments tool, own funds instruments of the relevant financial
institution and, in the case of the bail-in tool, unsubordinated liabilities and subordinated liabilities not qualifying
as own funds instruments of the institution, including bonds, or order their conversion into equity instruments (the
"Bail-in") in order to recapitalise an institution that meets the requirements for resolution or to capitalise a bridge
institution established to carry on parts of the business of the institution for a transitional period. The write down or
conversion of capital instruments tool may also be applied if not the Issuer itself, but the group of the Issuer meets
the resolution requirements. The application of the bail-in tool may release the Issuer from its obligations under
the terms and conditions of the related Notes and may neither entitle the Holder to demand early redemption of
the Notes, nor to exercise any other rights in this respect.

Further, the SAG provides for a pre-defined hierarchy of bank creditors (Haftungskaskade) for absorbing losses
according to which own funds must first be written down or be converted, followed by instruments not qualifying
as own funds instruments. With regard to Senior Notes, it needs to be considered that the hierarchy of bank
creditors in a resolution scenario for instruments other than own funds instruments follows the hierarchy in an
insolvency scenario. In this context and in connection with the SRM Regulation, the German Parliament adopted
the Resolution Mechanism Act dated 2 November 2015 (Abwicklungsmechanismusgesetz) on 24 September
2015. With § 46f paras 5 to 7 KWG, the Resolution Mechanism Act introduced amendments to the ranking of
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certain liabilities in the event of an insolvency or resolution measure. § 46f paras 5 to 7 KWG provide that in case
of insolvency or resolution measure on or after 1 January 2017 certain unstructured debt instruments, including
the Senior Notes under the Programme, which provide for (i) a redemption and redemption amounts in cash not
linked to the occurrence or non-occurrence of an event that is not known at the time of issue and (ii) for the
payment of interest that is only dependent on a fixed or variable reference rate, will be satisfied only after other
senior debt obligations have been satisfied. In this respect, the German Federal Agency for Financial Marktet
Stabilisation (Deutsche Bundesanstalt fiir Finanzmarktstabilisierung — "FMSA"), BaFin and the German Central
Bank published further joint interpretive guidance with respect to the ranking of certain types of bank obligations.
Pursuant to this guidance, debt instruments with a fixed rate or a zero coupon or with a floating rate linked to a
common reference rate (such as EURIBOR or LIBOR) will be affected by this new regulation and will therefore
rank junior in case of an insolvency or a resolution measure. As a consequence, Senior Notes issued under this
Programme may constitute non-preferred debt by operation of law and therefore the risk of a write down or
conversion increases for the Holders of such non-preferred debt by operation of law compared to Holders of other
senior obligations.

In this context, the proposal for a directive amending the BRRD published on 23 November 2016 by the European
Commission, which in particular aims for a harmonised implementation of the requirements for total loss-
absorbing capacity ("TLAC"), is also relevant. The proposal, inter alia, provides for a harmonised approach on
bank creditors‘ insolvency ranking by introducing the statutory category of senior non-preferred debt, also at an
European level. To ensure that such senior non-preferred debt will meet the relevant eligibility criteria of the TLAC
requirements and of the BRRD the proposal inter alia provides that such debt instruments will according to their
contractual documentation rank just below the most senior debt and other senior liabilities for the purpose of
resolution while still being part of the senior unsecured debt category. In this respect, the proposal is partly
contrary to the current regime of § 46f paras 5 to 7 KWG, which provides for a ranking in the hierarchy of
insolvency law by operation of law rather than by contractual stipulation. Consequently, there exists a risk that in
connection with future amendments of the European or German banking recovery and resolution laws further
insolvency priorities for eligible liabilities which are also relevant in a resolution scenario may be introduced by law
(potentially with retroactive effect). Creditors of certain types of Senior Notes constituting non-preferred debt
under the current regime or non-preferred debt under potential future regime might therefore be affected before
creditors of other senior liabilities. This may mean that shareholders and many holders of bonds (such as holders
of the Notes) are at risk to fully lose their invested capital and related rights as a result of application of one or
more resolution measures (risk of total loss).

Potential investors in Notes should therefore take into consideration that, if the continued existence of the Issuer
or its group is at risk (Bestandsgefdhrdung) and thus already prior to any liquidation or insolvency or such
procedures being instigated, they will to a particular extent be exposed to a risk of default and that it is likely that
they will suffer a partial or full loss of their invested capital, or that the notes will be subject to a conversion into
one or more equity instruments (e.g. common equity) of the Issuer. Investors in Senior Notes, which qualify as
non-preferred debt (either by law or in the future contractually) may be affected prior to investors in Senior Notes,
which qualify as preferred debt instruments.

The SAG further provides for the resolution powers of (i) sale of business, (ii) transfer to a bridge institution and
(iii) the separation of assets as well as certain other and ancillary power pursuant to which the competent national
or European resolution authority is entitled to amend or alter Notes (including the maturity dates and other
payment dates as well as the amount of interest payable). It is likely that the exercise of the sale of business tool,
the bridge institution tool, and/or the asset separation tool, will result in a bank splitting into a "good bank" and a
"bad bank". The remaining "bad bank" will usually go into liquidation/insolvency and/or may be subject to a
moratorium. Investors in debt securities which vest with the "bad bank" may face a significant decrease in the
market value of their investment and a partial or total loss of the invested capital.

On the other hand, Investors in debt securities transferred to the "good bank" may face significant risks resulting
from the untested nature of the SAG provisions executed by the national resolution authority, which may affect the
market value as well as the volatility and liquidity of such debt securities. The creditworthiness of the "good bank"
will depend — amongst other aspects — on how shares or other instruments of ownership, assets, rights, and
liabilities will be split between the "good bank" and the "bad bank". Furthermore potentially applicable
consideration payments (Gegenleistung) and/or compensation obligations (Ausgleichsverbindlichkeiten) will
depend on how such split is affected.

Moreover, SAG introduces certain early intervention powers enabling supervisory authorities, in addition to their
powers under the German Banking Act, to intervene in the Institution’s business and operations at an early stage
to remedy the situation and to avoid a resolution of an institution. Any such early intervention or resolution powers
might significantly impact the market value or liquidity of Notes issued by the affected institution and their volatility.
Holders of Notes may lose all or part of their invested capital.
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2. Risks regarding Fixed Rate Notes (Option | of the Terms and Conditions)

A Holder of a Fixed Rate Note is exposed to the risk that the price of such Note falls as a result of
changes in the market interest rate. It is possible that the yield of a Fixed Rate Note at the time of the
issuance is negative, in particular if the interest rate is zero per cent. or close to zero per cent., and/or if
the issue price is higher than 100 per cent. of the principal amount.

A Holder of Fixed Rate Notes is exposed to the risk that the price of such Notes falls as a result of changes in the
market interest rate. While the nominal interest rate of Fixed Rate Notes as specified in the applicable Final
Terms is fixed during the life of such Notes, the current interest rate on the capital market ("Market Interest Rate")
typically changes on a daily basis. As the Market Interest Rate changes, the price of Fixed Rate Notes also
changes, but in the opposite direction. If the Market Interest Rate increases, the price of Fixed Rate Notes
typically falls, until the yield of such Notes is approximately equal to the Market Interest Rate of comparable
issues. If the Market Interest Rate falls, the price of Fixed Rate Notes typically increases, until the yield of such
Notes is approximately equal to the market interest rate of comparable issues. If the Holder of Fixed Rate Notes
holds such Notes until maturity, changes in the Market Interest Rate are without relevance to such Holder as the
Notes will be redeemed at a specified redemption amount, usually the principal amount of such Notes.

A Holder of Fixed Rate Notes should also be aware that the Final Terms may provide that the nominal interest
rate of a Fixed Rate Note is fixed at zero per cent. until the maturity date. Moreover, the Final Terms may specify
an issue price higher than 100 per cent. of the principal amount of the Fixed Rate Notes. As a consequence, it is
possible that the yield of the Fixed Rate Notes at the time of the issuance is negative, in particular if the interest
rate is zero per cent. or close to zero per cent.

A Holder of a Zero Coupon Note is exposed to the risk that the price of such Note falls as a result of
changes in the market interest rate. Prices of Zero Coupon Notes are more volatile than prices of Fixed
Rate Notes and are likely to respond to a greater degree to market interest rate changes than interest
bearing notes with a similar maturity.

Zero Coupon Notes do not pay current interest but are issued at a discount from their nominal value. Instead of
periodical interest payments, the difference between the redemption price and the issue price constitutes interest
income until maturity and reflects the Market Interest Rate. A Holder of Zero Coupon Notes is exposed to the risk
that the price of such Notes falls as a result of changes in the Market Interest Rate. Prices of Zero Coupon Notes
are more volatile than prices of Fixed Rate Notes and are likely to respond to a greater degree to Market Interest
Rate changes than interest bearing notes with a similar maturity.

3. Risks regarding Floating Rate Notes (Option Il of the Terms and Conditions)

A Holder of a Floating Rate Note is exposed to the risk of fluctuating interest rate levels which make it
impossible to determine the yield of Floating Rate Notes in advance and to the risk of uncertain interest
income. The market value of structured Floating Rate Notes may be more volatile than for conventional
Floating Rate Notes.

Floating Rate Notes tend to be volatile investments. A Holder of Floating Rate Notes is exposed to the risk of
fluctuating interest rate levels and uncertain interest income. Fluctuating interest rate levels make it impossible to
determine the profitability of Floating Rate Notes in advance. Floating Rate Notes may be structured to include
caps and/or floors. In such case, the market value may be more volatile than those for Floating Rate Notes that
do not include these features. The effect of a cap is that the amount of interest will never rise above and beyond
the predetermined cap, so that the Holder will not be able to benefit from any actual favourable development
beyond the cap. The yield could therefore be considerably lower than that of similar Floating Rate Notes without a
cap. Neither the current nor the historical value of the relevant floating rate should be taken as an indication of the
future development of such floating rate during the term of any Notes.

Even though the relevant reference rate can be zero or even negative the floating interest rate can never be
negative, i.e. less than zero. However, if the relevant reference rate is negative, it will still form the basis for the
calculation of the interest rate. This means that a positive margin — if applicable — may be lost in whole or in part
when such positive margin is added to a negative reference rate. In such case the floating interest rate for the
relevant interest period might be zero and the Holder