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The Volkswagen Group

in Figures
1971 — 1980"

Sales (million DM)
Increase (Decrease)
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-Abroad
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on previous year in %

Domestic
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Workforce at year end
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Capital Investments (million DM)
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On November 18, 1980 the death
occurred at the age of 68 of the
member of our Supervisory Board

Ministerialdirigent (ret.)

Hans Birnbaum

The late Hans Birnbaum was a
member of our Supervisory Board
from 1971 and between 1974 and
1979 was its Chairman.

During his long and active member-
ship of the Board, Hans Birnbaum
contributed substantially, with his
farsightedness, unyielding persi-
stence and great sense of social
responsibility; to the consolidation
of the Volkswagen Group. His close
ties with our Company were the
basis for his exemplary fulfilment

of this task.

In Hans Birnbaum Volkswagenwerk
AG has lost an outstanding persona-
lity who with his courage, objectivity
and great experience served our
Company and its employees with
extraordinary distinction.

We honour his memory.




Agenda

for the

Annual Meeting of Stockholders
of

Volkswagenwerk
Aktiengesellschaft

to be held at 10:00 a.m.

on Thursday, July 2, 1981

at the Stadthalle in Wolfsburg

1.Presentation of confirmed financial

statements, the Annual Report

for 1980, together with the report
of the Supervisory Board, the
recommendations with respect to
disposition of the net earnings
available for distribution, the conso-
lidated financial statements and

the Annual Report of the Volkswa-
gen Group

2.Resolution with respect to disposi-

tion of the net earnings available
for distribution

The Supervisory Board and the
Board of Management propose

to distribute from the net earnings
available for distribution of
193,001,720 DM a dividend

of 8.— DM per share of nominal
value 50— DM on the capital
stock of 1,200,000,000 DM,

that is, 192,000,000 DM.

The balance and also the sum
which should have been distributed
in respect of own stock held by
the Company on the day

of the Annual Meeting of Stock-
holders and which in accordance
with § 71b AktG (German
Corporation Law) cannot

be distributed, will be carried
forward.

3.Resolution with respect to formal

approval of the actions of the
Board of Management for the
fiscal year 1980

4 Resolution with respect to formal

approval of the actions of the
Supervisory Board for the fiscal
year 1980

With respect to items 3 and 4,
the Supervisory Board and the
Board of Management propose
that their actions be formally
approved.

5.Election to the Supervisory Board

The Supervisory Board consists
of 20 members. In accordance
with § 7 section 1 MitbestG (Co-
determination Law) in conjunction
with §§ 96 and 101 AktG (Corpora-
tion Law) it is made up of 10
stockholders’ representatives and
10 employees’ representatives.

In accordance with § 12 of the
articles of association of Volkswa-
genwerk AG in conjunction with

§ 101 section 2 AktG the Federal
Republic of Germany and the Land
of Lower Saxony are entitled to
nominate two members each of
the Supervisory Board as long

as they have shares in the
Company. The Annual Meeting of
Stockholders is not bound by
election proposals.

The Annual Meeting of Stock-
holders has to elect a successor
to Herr Hans Birnbaum who died
on November 18, 1980. The
Supervisory Board proposes to
elect Dr. Hans Friderichs, member
of the Board of Management of
the Dresdner Bank AG legally
appointed in accordance with

§ 104 AktG to the Supervisory
Board for the remainder of its
current term of office.

6.Appointment of auditors for the

fiscal year 1981

The Supervisory Board proposes
to appoint TREUARBEIT Aktienge-
sellschaft Wirtschaftspriifungsge-
sellschaft Steuerberatungsgesell-
schaft, Hanover, as auditors for
the fiscal year 1981.



Supervisory Board
(Aufsichtsrat)

Karl Gustaf Ratjen (61), Frankfurt
Chairman
Chairman of the Board of
Management of
Metallgesellschaft AG

Eugen Loderer (60), Frankfurt
Deputy Chairman
Chairman of the
Metalworkers’ Union

Rudolf Blank (47), Wolfsburg
Deputy Chairman of the
Group Works Council
of Volkswagenwerk AG

Birgit Breuel (43), Hanover
Minister for Economic
Affairs and Transport of
Lower Saxony

Dr. jur. F. Wilhelm Christians (58)
Dusseldorf
Member of the Board of
Management of Deutsche Bank AG

Siegfried Ehlers (56), Wolfsburg
Chairman of the Group Works
Council of Volkswagenwerk AG

Dr. rer. pol. Hans Friderichs (49)
Frankfurt
Member as of March 24, 1981
Member of the Board of
Management of the Dresdner
Bank AG

Albert Hoffmeister (52), Wolfsburg
Senior Executive of
Volkswagenwerk AG

Board of
Management
(Vorstand)

Hans-Gtinter Hoppe (58), Berlin
Former Member of the
Berlin Senate

Walther Leisler Kiep (55), Hanover
Member of the Federal
German Parliament

Gerd Kihl (58), Frankfurt
Trade Union Secretary to the
Executive Committee of the
Metalworkers’ Union

Walter Martius (61)
Velbert-Langenberg
Business Consultant

Hans L. Merkle (68)
Gerlingen-Schillerhéhe
Chairman of the Management
of Robert Bosch GmbH

Karl Heinrich Mihr (45), Kassel
Chairman of Volkswagenwerk
AG’s Works Council representing
the Kassel Plant

Gerhard Mogwitz (47), Hanover
Chairman of Volkswagen-
werk AG’s Works Council
representing the Hanover Plant

Walter Neuert (55), Ingolstadt
Chairman of the Joint Works
Council of AUDI NSU
AUTO UNION AG

Toni Schmicker (59)
Chairman of the Board of
Management

Claus Borgward (42)
as of April 11, 1980
Quality Assurance

Karl-Heinz Briam (58)
Personnel and Social Matters
(Labour Director)

Prof. Dr. techn. Ernst Fiala (52)
Research and Development

Dr. jur. Peter Frerk (50)
Legal Matters, Auditing
and Economics

Dr. rer. pol. Otto Schlecht (55)
Bonn-Duisdorf
Undersecretary of State in the
Federal Ministry of Economics

Kurt Ernst Schmiedl (56), Emden
Chairman of Volkswagen-
werk AG’s Works Council
representing the Emden Plant

Dr. rer. pol. Horst Schulmann (47)
Bonn
Member as of January 1, 1981
Undersecretary of State in the
Federal Ministry of Finance

Dr. rer. pol. Albert Schunk (39)
Frankfurt
Trade Union Secretary to
the Executive Committee of the
Metalworkers’ Union

No longer Members:

Hans Birnbaum (68), Salzgitter
Ministerialdirigent (ret.)
t November 18, 1980

Manfred Lahnstein (43), Bonn
resigned on December 31, 1980
Undersecretary of State in the
Federal Chancellor’s Office

Dr. jur. Wolfgang R. Habbel (57)
AUDI NSU AUTO UNION AG

Glnter Hartwich (45)
Production

Horst Miinzner (56)
Purchasing and Material
Administration

Dr. rer. pol. Werner P. Schmidt (48)
Sales

Prof.Dr.rer.pol. Friedrich Thomée (60)
Finance and Business
Administration



Report of the
Supervisory Board

During the year under review the
Board of Management has kept the
Supervisory Board currently informed
as to the status of the Company,

its business activity and its business
policy. The transactions which are
subject to the approval of the Super-
visory Board in accordance with

the law and the Company’s articles
of association were discussed in
detail at the meetings of the Super-
visory Board and its committees
before a resolution was passed.

A continuous control was exercised
by the Supervisory Board on the con-
duct of the business with the written
and oral reports from the Board of
Management being used as a basis
for this.

The Group’s financial statements
and the financial statements of
Volkswagenwerk AG as at
December 31, 1980 as well

as the Annual Report have been
submitted to the Supervisory
Board. The auditors, TREUARBEIT
Aktiengesellschaft Wirtschaftsprii-
fungsgesellschaft Steuerbera-
tungsgesellschaft, Hanover, have
reviewed these financial statements
as well as the Annual Report and
the accounts and have expressed
unqualified approval of the financial
statements.

The Supervisory Board states

that its own review of the financial
statements of Volkswagenwerk AG
and the Annual Report gave no
cause for objection.

The Supervisory Board therefore
concurs with the auditors’ report
and approves the financial state-

Wolfsburg, April 9, 1981

Chairman of the Supervisory Board

ments which are hereby confirmed.
The proposal of the Board of Man-
agement concerning the disposition
of the net earnings available for
distribution has been approved by
the Supervisory Board.

Undersecretary of State Manfred
Lahnstein, head of the Chancellor’'s
Office, was at his request released
from his mandate as delegate on
the Supervisory Board of Volkswa-
genwerk AG with effect from De-
cember 31, 1980. The Supervisory
Board thanks Herr Lahnstein for
his work and his valuable counsel.

In his place the Federal Minister

of Finance has appointed Dr. Horst
Schulmann, Undersecretary of State
in the Federal Ministry of Finance,
to the Supervisory Board of Volks-
wagenwerk AG with effect from Ja-
nuary 1, 1981 in accordance with

§ 12 of the articles of association

of Volkswagenwerk AG.

On the proposal of the Board of
Management of Volkswagenwerk
AG the local court of Wolfsburg has
appointed Dr. Hans Friderichs,
member of the Board of Manage-
ment of the Dresdner Bank AG to
succeed Herr Hans Birnbaum, who
died on November 18, 1980 as a
member of the Supervisory Board
of Volkswagenwerk AG with effect
from March 24, 1981 to the end

of the Annual Meeting of Stock-
holders 1981 in accordance with

§ 104 of the German Corporation
Law (AktG).



Development of exchange rates
of various currencies in relation to
the Deutschmark
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Report of the
Board of
Management

The world economic development
in 1980 was characterised by a
variety of economic and political
problems and uncertainties. On
the economic side these were in
particular the difficult energy
situation, world-wide inflationary
trends, unemployment and balance
of payments problems.

In the spring of 1980 an economic
down-turn set in which worsened

in the course of the year. In most
industrial countries of the West the
economy ran more or less in parallel.

In the summer months the recessive
trends in the countries of Western
Europe intensified, the weakening
stemming in the main from private
consumption. Altogether the EEC
countries showed a growth rate of
1.0% in 1980.

The economic picture in the USA
in 1980 was also characterised
by a recession. Although the pro-
nounced downward movement

at the start of the year had
slowed considerably by mid-year,
nonetheless the economy was
marked by stagnation and inflation
alike. Above all as a result

of the high interest rates the
exchange rate of the US dollar
again exceeded 2.— DM for

the first time since 1978.

T ‘78 79 '80

In the Federal Republic of Germany
there was again a rise in demand

at the beginning of the year which
was followed however by a weaken-
ing of economic development. The
real economic growth in the year
under review as a result was only
1.8%. Investment activity of com-
panies however remained remarkably
stable. In view of continued pressure
for rationalisation and the need for
energy conservation and conversion
to alternative energies, gross capital
investments increased by approx.
3% in real terms.

The foreign trade problems which
have been facing the Federal
Republic of Germany for a long
time last year became even larger.
The balance of current transac-
tions closed in 1980 again with a
considerable deficit. Through the
devaluation of the DM in relation
to the US dollar the competitiveness
of exports tended to improve,
although it cannot be said
whether this development will last.

As a result of the changed economic
framework conditions the automotive
business has become considerably
more difficult. Thus the falling-off

of demand in the domestic passen-
ger car market which began in the
summer of 1979 continued last year.
In 1980 new passenger car registra-
tions, after the high level of the
previous years, fell by 7.7% on 1979.

Yen

French Franc

! Pound Sterling
I US-Dollar

B Mexican Peso



Price developments in the energy
sector have led not only on the
domestic market to far-reaching
changes and a different attitude of the
motorist to the motor car. The effects

In 1980 the following investments
were of importance: Volkswagenwerk
AG increased its interest in the
subsidiary Triumph Werke Nurnberg
AG which in the report year changed

The object of the company is the
production of electrical energy and
heat for supply to Volkswagenwerk
AG and outside consumers. The
result was transferred to Volkswa-

abroad were in part greater, notably
in the USA. World-wide sales possi-
bilities for vehicles of the upper

middle range have worsened visibly.

Because of its model range which

is suited to the energy and the
demand situation the Volkswagen
Group was particularly well able

to hold its own. Whereas world-wide
vehicle production fell by approx.
7%, Group production exceeded
again by a small amount the high
level of the previous year at almost
2.6 million units.

Development of production in
the automotive industry in
million vehicles

(logarithmic scale)

its name to TRIUMPH-ADLER Ak-
tiengesellschaft fur Blro- und Infor-
mationstechnik from 53.8% to
98.4%. This increase was effected
through the takeover of the share
of 19.1% held by Litton Industries,
Inc. at the beginning of the year,
and acquisition of the share of
25.5% held by Diehl group,
Nuremberg, in December 1980.

In the spring of 1980 Volkswagenwerk

AG acquired an interest of approx.
99% in Chrysler Fevre Argentina
S.A.l.C., which at the end of the
year was renamed Volkswagen
Argentina S.A., for the purposes of
extending and securing South Ame-
rican activities in the passenger car
and truck sectors. This acquisition
underlines our endeavours towards
further regional diversification.

The heavy increase in power and
heat supplies to outside consumers

genwerk AG in accordance with
the profit and loss assumption
agreement.

The workforce of the Volkswagen
Group was again enlarged in 1980.
The rise was greater in the foreign
Group sector than in Germany on
account of increases in production
at almost all companies and the
inclusion of Volkswagen Argentina
and Pertec Computer Corp., a
subsidiary of TRIUMPH-ADLER AG.

We should like to take this oppor-
tunity of thanking all employees and
representative committees for their
strong personal involvementin their
work. Responsible and intensive
collaboration between management
and works councils has led to a satis-
factory fulfilment of the corporate tasks.

We honour the memory of those
employees who passed away in

m World-wide and the necessary replacement of the course of 1980.
W USA power station plant made it neces-
W Japan sary to plan a new power station. In the framework of the further inter-
B Federal Republic In the interests of a better internal nationalisation of our shares these
of Germany demarcation we decided to make were also introduced on the Amster-
W France this new power station organisatio- dam Stock Exchange. This means
W Soviet Union nally, financially and legally indepen-  that VW shares are now quoted in
O ltaly dent. Thus in December 1980 VW five countries outside the Federal
Great Britain KRAFTWERK GmbH was founded. Republic of Germany — in Switzer-
40
30
20
10
S n

76

i '78

79 '80



land (Zurich, Basle, Geneva),
Austria (Vienna), Belgium (Brussels,
Antwerp), Luxembourg and the
Netherlands (Amsterdam).

On account of the distinct quietening
of the market especially in the case
of larger vehicles short-time working
had to be introduced at AUDI NSU
AUTO UNION AG on 28 days in the
last four months of the report year.
In April and May 1980 production
shortfalls were caused by a strike

at our Brazilian subsidiaries. In addi-
tion an industrial dispute at our Ame-
rican press shop in South Charleston
in January 1980 resulted in a tempo-
rary closure of our assembly plant

at Westmoreland.

The world-wide weakening of the
automotive business after several
years of boom was accompanied

by an intensification of the pressure
of competition. This was particularly
the case with the Japanese competi-
tors who considerably improved
their position on all important mar-
kets. Whereas in the Federal Repu-
blic of Germany and Western Europe
by the end of 1980 the Japanese
manufacturers had achieved a pas-
senger car market share of approx.
10%, in the USA this figure was
about twice as high. The success

of the Japanese up to now has been
decisively determined by their price
competitiveness. The reason for

this is that the labour and materials

costs in the Japanese automotive
industry are distinctly lower than

the comparable burdens of the Ame-
rican and European competition.
Especially serious are the differences
in the fringe costs resulting from

the considerably more modest system
of social security in Japan. In addi-
tion there have been further advan-
tages through the devaluation of

the yen in relation to important for-
eign currencies.

On top of this the application of
technological progress, low absent-
eeism among the workforce and a
high degree of exploitation of pro-
duction capacities have created the
conditions for the achievement of
favourable standards of productivity.
The high level of productivity of the
Japanese automotive industry makes
low unit production costs possible
and thus a sales volume oriented
price policy.

In order to meet this world-wide
challenge considerable efforts are
necessary on the one hand to pre-
vent a further worsening of price
competitiveness and on the other
to secure the technological lead
and the quality standard of the
Volkswagen Group product range
in relation to the Japanese competi-
tion. This requires the support of
all concerned with the Group — the
management, the workforce, the
shareholders and the suppliers.

In order to improve the competitive
price position of the Volkswagen
Group internationally the emphasis
will be on efforts to improve the
performance of the production sy-
stem. In this connection it is inten-
ded through restructuring and ratio-
nalisation measures distinctly to
increase the efficiency and flexibility
of production. For securing the tech-
nological lead of the Volkswagen
Group over the Japanese competi-
tion the programmes for the further
development of energy-saving, raw
materials-conserving and environ-
mentally acceptable vehicles will

be consistently pursued.

In 1980 the Volkswagen Group
distinctly increased its capital invest-
ments as against the previous year.
They rose by 38.0% or 1.2 thousand
million DM to 4.3 thousand million
DM, the emphasis of investment
activity being on the product invest-
ments, rationalisation of work pro-
cesses and more flexible utilisation
possibilities. The high capital expen-
ditures (and this also applies for

the coming years) can no longer

be financed from the cash flow alone.

In the autumn of 1980 the Volkswa-
gen Group presented the new Passat
(Dasher), another extremely fuel-effi-
cient and technologically convincing
car.




We shall use a part of our liquid
funds accumulated in recent years
and possibly also have to approach
the capital market.

The business development of the
Volkswagen Group in 1980 was
characterised by the considerably
increased difficulty of the automotive
business. In these worsened condi-
tions a net income of 321 million DM
was achieved.

Volkswagenwerk AG realised net
earnings of 311 million DM. This
makes it possible to distribute a
dividend for 1980 of 8.— DM per
50.— DM share. In view of the tasks
which lie ahead and the concomitant
financial requirement, and also for
the maintenance of capital, the
reserves will be increased by

121 million DM.

Taking the tax credit of 4.50 DM
into account, for an entitled tax-
paying stockholder the revenue per
share is 12.50 DM.

Proposed allocation of net
earnings available for distribution

10

The Board of Management proposes
to allocate the net earnings

available for distribution of
Volkswagenwerk AG as follows:

Distribution on capital stock
— 1,200 million DM —

Balance
(to be carried forward)

Net earnings available for distribution

192,000,000 DM

1,001,720 DM

193,001,720 DM




With the new Scirocco Volkswagen
introduced an attractive successor to
the proven sports coupé to the
public at the beginning of 1981.

111



The Volkswagen
Group

Deliveries of vehicles
of the Volkswagen Group
(million vehicles)
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Business
Developments
during 1980

Vehicle Sales

In 1980 the Volkswagen Group sold
2,494 747 vehicles to the dealer
organisation world-wide, failing to
achieve the high sales volume of
the previous year by only 1.7%.
This drop was caused by sales
losses in Germany. Sales losses

in Brazil were compensated for by
increases at the other foreign subsi-
diaries.

In the year under review the Volks-
wagen Group delivered a total of
2,443,701 vehicles to customers
throughout the world, which meant
that the record result of the previous
year was not quite achieved. Despite
economic weakening and the fall-off
in purchasing power caused by the
price of oil, in some foreign markets
more Volkswagen and Audi vehicles
were sold than in the previous

year.

In the Federal Republic of Germany
new car registrations of models of
the upper middle range have been
noticeably decreasing since the se-
cond half of 1979. This also affected
the larger models of the Volkswagen
Group. At 787,034 vehicles 81,786
units or 9.4% less were sold than

in the preceding year. However the
Volkswagen Group was able to more
or less maintain its market share
from the previous year at 29.5%.

As a result of the fall in sales in the
upper middle range the Audi market

share decreased from 9.5% in 1979
10 8.8%.

In contrast, on the European large-
volume markets the previous year’s
result was exceeded by 9,638
vehicles or 1.9% at 530,169 sales.
The largest market was France with
100,000 Volkswagen and Audi
models being delivered for the first
time, ahead of Italy with 93,069 units.
In third place was Great Britain with
83,648 vehicles, although on account
of the general weakness of the mar-
ket losses were shown in relation

to the previous year. Considerable
sales fall-offs also occurred above

all in the Netherlands and Denmark.
In the USA increased costs in the
energy sector have led to a marked
turning away from large cars. In con-
trast sales of market-oriented fuel-
efficient small cars and imported

cars increased. The market share of
foreign passenger cars rose to
28.3% compared with 23.2% in 1979.

Despite the bottleneck situation of
the Golf Diesel at the beginning

of 1980 the previous year’s deliveries
of Volkswagen of America were
exceeded. With the continuing shift
of demand to economical vehicles
deliveries of Group models increased
by 0.4% to 336,078 units. Of the
Rabbit alone 185,958 units were
sold. The small increase in overall
sales is essentially the result of the
limited production capacity of our

Abroad



The Volkswagen Group

Westmoreland plant. For this reason
a second plant was acquired in Ster-
ling Heights (Detroit) which will start
production in 1982.

At the beginning of the year the
Alpha pick-up, a vehicle based on
the Rabbit, and in April 1980 the
Jetta were introduced on the Ameri-
can market.

In the report year the Volkswagen
Group achieved a passenger car
market share of 3.3% compared
with 3.0% in 1979.

The reasons for the drop in sales

at Volkswagen do Brasil were the
loss of production brought about

by the metalworkers’ strike in April/
May 1980 and a general weakening
of demand caused by increasingly
difficult credit conditions for car
buyers. For these reasons the pre-
vious year’s market shares could
not be maintained either for cars

or for light commercials. At 415,910
domestic sales of Volkswagen do
Brasil — of which 46,751 were of

the Gol which has been produced
and sold in Brazil since the first half
of 1980 — the previous year’s volume
was fallen short of by 48,807 vehic-
les. This led to a drop in market
shares to 48.6% for cars and 31.4%
for light commercials.

Chrysler Motors do Brasil sold a
total of 14,309 vehicles in 1980.

34
30
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18
14
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In March 1981 the first phase of
conversion of production to Volkswa-
gen commercial models was comple-
ted at this company.

The favourable overall market devel-
opment in Mexico continued unabat-
ed in the year ended. Volkswagen
de Mexico had a larger than average
share in this development, extending
its passenger car market share

from 31.0% in 1979 to 33.2% last
year. For the first time in Mexico the
number of vehicles sold exceeded
the 100,000 mark at 108,521 units.
Furthermore 13,142 vehicles

were exported.

The development in South Africa
was similarly favourable. Volkswagen
of South Africa increased its sales
by 25.0% to 61,056 vehicles. The
main pillars of this success were

the Golf and the Audi 100.

Sales

With Volkswagen Argentina S.A, the
Pertec Computer Corp. and Adler
Business Machines (N.Z.) Ltd. inclu-
ded for the first time the sales pro-
ceeds of the Volkswagen Group
amounted in the report year to 33.3
thousand million DM, 8.4% higher
than in the previous year. If these
companies are disregarded, sales pro-
ceeds were 32.0 thousand million DM.

'78

'79 80

Whereas domestic sales achieved
were 5.2% below the preceding
year’s level of 11.9 thousand million
DM, foreign sales at 21.4 thousand
million DM exceeded the 1979 figure
by 17.7%. As a result the foreign
share of Group sales rose to 64.4
(59.3)%.

Development of sales
of the Volkswagen Group
(thousand million DM)

|
Total

Abroad
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The Volkswagen Group

Purchasing and Material
Administration

The slightly increased production
volume in the Group as a whole

as compared with 1979 led in 1980
to a corresponding increase in the
volume of purchasing in Germany
and abroad. The main emphasis

of the growth lay with the subsidia-
ries in the USA, Mexico and South
Africa. At all subsidiaries very good
progress was made in the autono-
mous provision of production mate-
rial. In this way government stipula-
tions concerning enlargement of
the local content were met and the
technical expertise of new suppliers
was utilised.

The close cooperation with the sup-
pliers at home and abroad again
guaranteed a smooth material supply
in 1980. The materials and compo-
nents supplied fully corresponded

to the high level which the Volkswa-
gen Group demands in terms of
technology and quality.

The Integrated Research Volkswa-
gen, a research vehicle based on the
Passat (Dasher), meets the highest
demands in respect of safety, emis-
sions and fuel consumption.

Research and Development

In the fiscal year ended the research
and development division concentrat-
ed its activities on the world-wide
consolidation of the position achieved
in the market by the successful

new vehicle generation. These
measures applied both to passenger
cars and commercial vehicles. The
demands of the constantly worsening
energy situation and the efforts to
further improve the standard of
quality already achieved found their
expression in particular in the devel-
opment of successor models to
proven products and in the updating
of the model range.

The customer perceived these efforts
in the introduction of the new Passat
which is distinguished by a low fuel
consumption at the same time as
delivering improved performance

and comfort. In addition on this
vehicle the driver is given an aid to
economical driving through standard
installation of the shift and consump-
tion indicator.

In the framework of our endeavours
to further reduce exhaust and noise
emissions and to increase vehicle
safety a considerable problem is
posed by the lack of homogeneity

in the regulations of the various
countries. In view of the growing
demands made of the motor car

a research vehicle was developed
on the basis of the new Passat which

meets particularly stringent standards
of safety, emissions and fuel con-
sumption. This vehicle was first pre-
sented at the 8th ESV (Experimental
Safety Vehicle) conference in Wolfs-
burg in October.

The development of the ““Aerodyna-
mic Research Volkswagen” is also
to be seen as a contribution to the
reduction of fuel consumption. With
it detailed findings in particular

as to the connections between aero-
dynamics and fuel consumption at
high speeds with simultaneous in-
crease of driving safety were made.
Through an extremely aerodynamic
shape, optimum use of space and
new types of cooling systems the
wind resistance was reduced to
one-seventh that of the already
favourable standard Golf. Many fin-
dings made in this project will in
the future benefit our standard pro-
ducts. In addition with this vehicle
on the high-speed circuit at Nardo
in southern ltaly eight new class
records, of which two world records,
were achieved.

The costs of research and develop-
ment of Volkswagenwerk AG and
AUDI NSU AUTO UNION AG in
the year under review totalled 3.8%
of the parent company’s sales
proceeds.

14



The Volkswagen Group

Production

In 1980 production of the Volkswa-
gen Group totalled 2,573,871 vehi-
cles, thus exceeding the previous
year’'s volume by 32,110 units or
1.3%. Altogether 2,307,445 passen-
ger cars and 266,426 commercial
Vehicles were produced. Whereas
domestic production was reduced
by 58,696 vehicles or 3.8%, foreign
production was increased by 9.2%
to 1,074,642 units. The proportion
of vehicles manufactured abroad
thus increased from 38.7% in the
Previous year to 41.8% in the report
year.

The domestic reduction essentially
affected the larger models, so that
In order to exploit our capacities
evenly we had in part to transfer pro-
duction between our plants. Despite
this measure it was not possible

to avoid short-time working at
Neckarsulm and Ingolstadt. In the
other domestic plants employees
leaving were not fully replaced in
order to adapt to the fall in demand.

The model range was made more
attractive through the introduction
of the new Passat in the autumn,
the Audi Quattro, the Audi Coupé
and the turbo version of the Audi
200. In addition we extended the
range of diesel vehicles with the
Jetta Diesel and the Audi 80 Diesel.

Production broken down by model:

1980 1979
Golf 831,527 833,625
Jetta 176,063 28,278
Polo/Derby 160,813 199,970
Pa_ssat 265,627 291,575
Scirocco 62,827 87,014
Audi 80 225,914 238,560
Audi Coupé/

Quattro 3,440 3
Audi 100 102,525 182,981
Audi 200 24,904 162
Beetle 236,177 263,340
Brasilia 107,740 164,456
Gol 61,698 -
Other
Passenger cars 48,190 28,057
Commercial
Vehicles 266,426 223,740

Decisive for the development of
production abroad were the in-
creases at our subsidiaries in the
USA, Mexico and South Africa. The
production capacities of these
companies are now fully exploited.
In Mexico and South Africa the
Jetta was also included in the produc-
tion programme. The heavy demand
for alcohol engines and the market
introduction of the Gol made a
change in production at Volkswagen
do Brasil necessary.

To realise a more economical and
flexible production process the
Volkswagen Group continued with
the modernisation of the production
sector. In the wake of the introduc-
tion of the new Passat for example
we carried out structural measures
in Brussels which considerably
improve the production system. In
addition to increase flexibility in the
Group interlinked production the
Golf was included in the programme
of Volkswagen Bruxelles. At Volks-
wagen de Mexico the capacity of
engine production is being increased
in order to strengthen the

position of the company in the
Group interlinked production.

The basis for an effective interlinked
production in an international group
is effective exchange of information.
To this end the parent company

Increase
(Decrease)
%

(0.3)
X
(19.6)
(8.9)
(27.8)
(5.3)

X
(44.0)

X
(10.3)
(34.5)

X

71.8

19.1

has intensified its concern with the
subsidiaries and taken account of
this necessity by developing a
management exchange programme.

World-wide in the report year 11,382
vehicles were produced per working
day, exceeding the previous year’s
result by 3.3%.

Average production per working
day at individual Group companies:

Vehicles/

day

Volkswagenwerk AG" 5,168
AUDI NSU

AUTO UNION AG" 1,441

Volkswagen do Brasil? 2,281

Chrysler Motors
do Brasil 62

Volkswagen of America 996
Volkswagen de Mexico 544
Volkswagen

of South Africa 263
Volkswagen Argentina 136
Volkswagen Bruxelles 492

) Excluding knocked-down vehicles
delivered within the Group; AUDI
NSU AUTO UNION AG excluding
Porsche 924
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The Volkswagen Group

Workforce

On December 31, 1980 the Volks-
wagen Group had a workforce of
257,930. This was 18,216 employees
or 7.6% more than in the previous
year.

In the domestic Group companies
the workforce increased by 2,305
or 1.5% to 158,870 employees.
In the foreign Group companies

it increased to 99,060. Compared
to the previous year this is 15,911
employees or 19.1% more. This
sharp increase of the workforce
abroad resulted from the rise in pro-
duction volume and the inclusion
of the new Group companies
Volkswagen Argentina and Pertec
Computer Corp.

The labour cost of the Volkswagen
Group in the report year was 10,782
million DM, an increase of 18.3%
on the previous year. This resulted
from the larger workforce and wage
and salary increases at home and
abroad.

Workforce of the
Volkswagen Group

at year end

(thousand employees)

260

220

180

140

100

Abroad

60

20
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The Volkswagen Group

Development of capital investments,
depreciations and write-downs

of the Volkswagen Group
(thousand million DM)

4.0
3.6
3.2
2.8
2.4
2.0
1.6
2
0.8
0.4

Capital Investments

In 1980 capital investments of the
Volkswagen Group were the highest
ever at 4,279 million DM. This repre-
sents an increase on the previous
year of 38.0%. Of the total capital
investments 3,163 (2,374) million DM
or 73.9 (76.6)% were made in Ger-
many. Capital investments abroad
rose by 53.8% to 1,116 (726) million
DM.

The main emphases of the capital
expenditures in the report year were
the updating, improvement and
further development of the product
range. Examples of this are the con-
version of production to the new
Passat and the start of production

of the Jetta in South Africa and
Mexico. Other projects of importance
were the preparations for the start
of Gol production and the new
Volkswagen truck series in Brazil,
and Commercial assembly in Argen-
tina and South Africa.

Further expenditures served the
adaptation and extension of capacit-
ies especially for vehicle assembly
in the USA and South Africa, and
engine production in Brazil and
Mexico. These measures have also
to be seen in connection with the
increased interlinked production

in the Group.

|
Capital
investments

Depreciation

and write-down

17
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~ Innovation
- In Production

ternational motor manufacturer is
ased on a series of conditions.
ey must all be fulfilled if the aim is
be achieved, and each is of deci-

uction sector. In view of the
1stantly increasing pressure of
‘petmon on the world

The Production Division in the
Volkswagen Group is under the obli-
gation:

— to manufacture high quality,
up-to-date prod" ts,

which 337,330 had individual equip-
ment features. The right part at the
rlght place at the nght tlme — this
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Here the sheet metal, having been
cut from the strip into sheets, is de-
livered and processed into individual
body parts. Computer-controlled sys-
tems have been developed specifi-
cally for our press shop. On the ba-
sis of the vehicle programme they
work out detailed orders for the indi-
vidual press lines in such a way that
a sufficient availability of individual
parts is assured with a minimum of
tied-up capital.

The Volkswagen Group is concerned
constantly to improve the efficiency
of its plant. In this we are striving not
only towards more automation but
also towards more flexibility. This has
resulted in less workers being em-
ployed on our press lines, who
nevertheless have to be very much
more highly qualified than before.

Retooling a sliding table press (above)

High-stacking store of
the Wolfsburg press shop

20
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In the period since 1978 alone we
have spent 100 million DM on mo-
dernising the Wolfsburg press shop;
plans have already been drawn up
for the deployment of a further 250
million DM. By 1985 we shall have
lowered the average age of the
presses to ten years. At that stage
the number of machines will have
been reduced by 30% with a consid-
erable increase in efficiency.

However not only the production of
the pressed parts has been re-
thought, but also their transport and
storage. High-stacking stores have
been built in which driverless sys-
tems handle the movement of the
parts in standardised containers.
These also contribute to greater eco-
nomy in production.
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Press shop

Technological progress cannot how-
ever be confined to increasing pro-
fitability of production. This aim must
be combined with the striving for a
more humane working environment.
Thus restructuring measures fre-
quently go hand in hand with provi-
sions for example for improving
noise protection in such a way that
damage to health is prevenied even
under constant exposure.
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Of the eight domestic factories of the  Assemblies production
Volkswagen Group, three specialise
in the production of assemblies.
Salzgitter supplies engines, Kassel
gearboxes and Brunswick axles. Ve-
hicle manufacturing plants are Wolfs-
burg, Hanover, Emden, Ingolstadt
and Neckarsulm. This interlinked
production can only function if the
complex logistical tasks are solved
and if the control of quantities and
times is completed successfully day
after day.
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Computerised processing of
The highly advanced technology of engine parts
the engines, gearboxes and axles
demands the highest degree of ac-
curacy because only then is the effi-
ciency and functional reliability guar-
anteed which the customer justifiably
expects. Sophisticated transfer ma-
chines transform the casting step by
step into the finished part. Work pro-
cesses and parts transport are here
fully automated. The employee now
only supervises the machines and
maintains them — or changes the
tools.
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More flexibility is, as in all other pro-
duction areas, also a commandment
of the times in assemblies produc-
tion. It is only in this way that the
problem can be solved that on the
one hand the number of variants is
on the increase but on the other
hand economy of production must be
maintained. For smaller production
quantities computer-controlled ma-
chine tools are increasingly being
used which can be relatively easily
reset.

The quality demands made of an en-
gine can only be met through the
checking of measurements and ope-
ration of the individual parts and
components at all stages of the pro-
duction process. Here we are work-

(Flywheel) optoelectronic

ing more and more with measurement Surface examination
controls which are integrated into the

processing machines, and with fully

automated measuring and checking

machines.

The finished and checked parts are
put together into components and fi-
nally to assemblies in the assembly
area. This is also increasingly auto-
mated, in the case of the engine al-
ready for approx. 30% of the assem-
bly operations. Nonetheless people
will for the foreseeable future remain
to a great extent manually employed
in the assembly area — although with
, more room for self-development. In
- 3 this connection technical solutions
v ‘ ' are being worked out which facilitate
" a practical interaction between man
and machine.

A Automatic cylinder head assembly % = 23
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Assembly areas

in our three assembly areas — body
shell shop, paintshop and final as-
sembly — what we mentioned at the
beginning is concentrated: the indivi-
duality of motor car production, the
necessity therefore of treating each
vehicle as an individual order. Here
too there is a predominance of con-
trol systems which translate the pro-
duction programme into individual in-
structions for the production and as-
sembly areas concerned. Important
functions are:

= Control centre for the

= assembly areas
B

planning in and follow-up of vehic-
les and supplying the necessary
components;

listing construction directives cor-
responding to the customer’s
wishes;

informing the manufacturing areas
producing synchronically with the
assembly process;

making the assemblies available;

— optimising supply of the body
shell;

— seeing that the vehicle and ship-
ment papers are available,

25



Volkswagen has always been proud
of the high degree of mechanisation
in the body shell stage of large-scale
production vehicles — earlier it was
outstandingly the case with the
Beetle and now it is the Golf. Today
however we have become a motor
vehicle manufacturer with a broad

: hts has led to daxly

Body shell shop

the work of the previous robots. This
guarantees a high degree of reliabi-
lity in the system.

The afore-mentioned “‘large assem-
blies” are put together and welded.
Finally on the middle finishing line
conveyor doors and flaps are instal-
led and checked again. Then the
complete body leaves the body shell
shop for the paintshop.

Technical innovations in production

~not only lead to greater economy.
Heavy physical work is taken over by

machines. The employee concentra-
tes on superviso functions and
: :ef'whlch nave

sured, if all concerned support it. This
presupposes comprehensive endeav-
ours in the field of information and
retraining, since many employees
must be prepared and made able to
undertake a new task.

Gains in productivity through in-
creased automation are only possible
with a very large financial investment.
However we believe we have found
a way which justifies such a large in-
vestment.




Side assembly for the Passat

Side wall production
for the Commercial
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Final assembly

Raw material for the
light alloy wheels

Mechanical processing of a
light alloy wheel

X-ray picture of a
light alloy wheel

32

After a final check, when it leaves
the paintshop the body is ready to
be summoned via sophisticated
transport systems to the final as-
sembly area. Several weeks pre-
viously thousands of individual parts
have to be ordered which are re-
quired for assembly. Let us trace
the path of one of these parts, the
wheel, and see how the efforts to
substitute machines for men, where
it makes sense to do so, extend as
far as assembly.

The number of vehicles equipped
with light alloy wheels has conside-
rably increased in recent years.
Cast aluminium wheels meet the
requirement for weight-saving and
better running characteristics.
Wolfsburg has the largest aluminium
wheel production plant in Europe
with a capacity of 4,000 units

per day.

In order to achieve the highest pos-
sible degree of flexibility a highly so-
phisticated transfer line was set up

|
|
|




" which allows ten different wheels to The finished wheels now travel in
- be processed at the same time. sets of five to the assembly line. At
- Every unit is automatically identified present they still have to be attached
- and processed accordingly. The to the vehicle by hand. However,
Wheels then run to a machine which now we have progressed so far that
fits the tyres automatically and — after a changeover phase — we can
_ inflates them to the correct pressure  have this heavy work done by a ma-
_in a matter of seconds. They are chine. It “synchronises” itself with
then checked and measured for the vehicle, finds the wheel hub and
height and width. The measuring the threads and screws the studs on
- Signals serve to determine the with the required torque.
balancing weights which are then
‘automatically attached at the correct

Automatic wheel fitting
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Companies within
the Volkswagen Group
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Volkswagenwerk AG

Capital Stock
DM 1,200,000,000

The Major Companies

within

the Volkswagen Group

Plant Locations: Wolfsburg
Hanover

1

Kassel Salzgitter
Emden Brunswick

The following companies which
have been included in the
consolidation do not appear

in this table:

Volkswagen Properties (PTY)
Ltd., Uitenhage and its
subsidiaries Volksprop

Algoa Road and

Volksprop Halfway House,

Votex, Inc., Englewood Cliffs,
Adler Business Machines (PTY)
Ltd., Sydney,

Triumph Adler Italia S.p.A.,
Milan,

Triumph Adler France S.A.,
Paris,

Adler Business Systems Ltd.,
London,

Pertec Computer Financial
Corporation, Los Angeles,

Pertec Computer Machinery
Corporation International,
Los Angeles,

December 31, 1980

Pertec DISC Corporation,
Los Angeles,

Pertec International,
Los Angeles,

Pertec Corporation,
Los Angeles,

Computer Machinery
Corporation DISC,
Los Angeles,

Acquisition Corporation
of Pertec, Inc.,
Los Angeles,

Kent Copiers Ltd.,
Wellington,

Office Appliance Company Ltd.,
Wellington.

Other companies consolidated
for the first time in 1980 are
shown on page 62.

Producing Companies
Distributing Companies
Other Companies

@ Companies included in consolidated
financial statements "
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Companies within the Volkswagen i
Group in the Automotive Sector PrOduc"_|9
Companies
Volkswagenwerk AG 1980 1979 Increase
Wolfsburg (Decrease)
%
Sales million DM 25,180 24,257 3.8
Vehicle sales units 1.632.456 1,725,060 (5.4)
Production units 1,346,755 1,396,916 (3.6)
Capital investments million DM 2.251 1,709 ST
Workforce on Dec. 31 118.766 115,416 23

Business development at Volkswa-
genwerk AG in 1980 was characteri-
sed by a considerably more difficult
automotive business above all in
Germany. In these circumstances
1980 can as a whole be said to have
been a satisfactory year. Production
and vehicle sales were slightly down
on the previous year’s level. Sales
proceeds again improved.

On account of the unfavourable cost
structure compared with the previous
year net earnings were 311 million
DM. This result makes it possible

to pay a dividend for 1980 of 8.— DM
per 50.— DM share. In addition

to this in view of the tasks which

lie ahead of us and the concomitant
high financial requirement we have
undertaken a strengthening of the
reserves.

Regional breakdown of the sales
of Volkswagenwerk AG in 1980

Vehicle Sales

In the year ended Volkswagenwerk
AG sold 1,632,456 Volkswagen and
Audi models to the dealer organisa-
tion. As domestic sales distinctly
weakened the proportion of exports
rose from 47.8% in the previous
year to 51.7%.

The Jetta, introduced on the dome-
stic market in September 1979,
achieved in its first year of sales

a market share of more than 4%.
Sales of the Golf, as expected, rece-
ded accordingly. Nevertheless it
remained the best-selling model

on the German market.

The introduction of the new Passat
in October 1980 led to an equally
expected reluctance to buy the su-
perseded model. On the light com-
mercial market towards the end of
the year and somewhat later than
with passenger car registrations
the economic recession began to
make itself felt. This did not leave
sales of the Commercial and large
commercial (LT) unaffected.

Australia  million DM 16 ( 0.1 %)
Asia million DM 273 ( 1.1%)
Africa million DM 660 ( 2.6 %)
America  million DM 4,730 (18.8 %)
Europe

(excluding

Fed. Rep. of

Germany) million DM 7,791 (30.9 %)
Abroad million DM 13,470 (53.5%)
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Sales

The sales proceeds of Volkswagen-
werk AG increased in 1980 on the
previous year by 3.8% to 25.2 thou-
sand million DM. This increase resul-
ted solely from sales abroad which
went up by 14.9% to 13.5 thousand
million DM. In contrast in Germany
reduced sales led to a drop in sales
proceeds of 6.6%.

Apart from increased sales abroad,
price increases in the vehicle and
parts business had the effect of im-
proving sales proceeds.

Production

In 1980 Volkswagenwerk AG produ-
ced 1,346,755 vehicles, including
the 64,551 Audi 80s manufactured
at the Emden plant. This was 50,161
units or 3.6% less than in 1979.

Above all for reasons of more sophi-
sticated vehicle technology and
equipment, further improved quality
and the fulfilment of statutory obliga-
tions more employees were required

millionDM 11,710(46.5 %) Domestic




Companies within the Volkswagen
Group in the Automotive Sector

than in the previous year. In addition
to this wage agreement entitlements
such as additional recuperation times
and longer holidays had their effect.
The sum of these factors led to an
increase of the workforce, despite
specific rationalisation, while produc-
tion receded.

In the autumn of 1980 production
of the new Passat began in Emden
and Brussels. In the framework of
extended interlinked production the
production plants were supplied
with body parts by the Wolfsburg
and Kassel factories. Production

of trucks in the 6 — 9 metric tons
gross vehicle weight range in coope-
ration with M.A.N. was continued
as planned.

Volkswagenwerk AG again intensified
its activities in the modernisation

of production plant in 1980. In the
framework of this programme we
continued automation primarily in
the areas of body shell shop and
press shop. An important aspect
here was improved flexibility, so
that it is possible to largely adapt
Production to the fluctuations of de-
mand.

Workforce development at
Volkswagenwerk AG

Dec.31,1980 Deec. 31, 1979

Volkswagenwerk AG 118,766
of which in the plants at
Wolfsburg 57,927
Hanover 22,110
Brunswick 6,458
Kassel 16,681
Emden 8,338
Salzgitter 7,252
Wage-earners 98,622
Salaried staff 20,1441
Female employees 14,029
Foreign employees 11,643
Trainees 3,4572

Production halls are currently being
built in Emden and Wolfsburg so
that new assembly concepts can

be realised. In addition a large num-
ber of comprehensive restructuring
measures in all plants created the
preconditions for a further improve-
ment of our competitive position.

It is very clear from this that in future
very high capital expenditures will
be necessary in order to keep our
production at the latest technological
level.

Workforce

On December 31, 1980 Volkswa-
genwerk AG employed 118,766
people in its six plants; this was
2.9% or 3,350 employees more
than in the previous year.

In the first six months of 1980 the
development was still characterised
by overtime, six special shifts and
taking on of labour in excess of re-
placement. In the second half of
the year in view of the altered sales
situation leavers were no longer
replaced in full.

On account of the continued heavy
demand for training places Volkswa-
genwerk AG, from its sense of gene-
ral economic responsibility, again
increased the number of training
places in 1980. Tied up with this
were comprehensive building mea-
sures in all factories. In the year
under review 1,224 trainees were

Increase
(Decrease)
absolute %
115,416 - 3,350 29
56,429 1,498 2.7
20,512 1,598 7.8
6,500 (42) (0.6)
16,366 315 1.9
8,244 94 18]
7,365 (113) (1.5)
99,227 (605) (0.6)
16,189 3,955 24 .4
13,474 555 4.1
10,511 1,132 10.8
3,2779 180 5.5

taken on, so that at the end of the
year 3,457 young employees were
in vocational training positions; this
was 5.5% more than in the previous
year.

In addition to this special measures
of one year's duration were again
taken for reducing youth unemploy-
ment; these have for years been
organised by Volkswagenwerk AG

in cooperation with the labour autho-
rities. In the Wolfsburg and Kassel
factories a total of 131 young people
took part in the courses ""metalwork”
and "'gastronomy”, and 15 young
people in measures for vocational
and social integration.

In the framework of the further trai-
ning of junior employees, skilled
employees and management 8,640
employees took part in 466 courses.
Important emphases were further
training measures for management
and junior management, courses
and seminars for foremen and
supervisors, the seminars on work
study, electronics training and prepa-
ration for transfer abroad.

The increased efforts of Volkswa-
genwerk AG in vocational and further
training result from their significance
for the Company and its employees.
The speed of technological develop-
ment and constant economic chan-
ges require corresponding company
training measures.

" Including foremen as salaried staff

2 Excluding graduate trainees and
in-service trainees

3 Including graduate trainees, in-ser-

vice trainees and persons under-
going retraining
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Companies within the Volkswagen
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Since the enactment of the training
leave laws in Lower Saxony and
Hesse every year more and more
employees have taken advantage

of the possibilities provided for. In
1980 18,018 employees of Volkswa-
genwerk AG took part in recognised
courses. This is 25.8% more than

in the previous year. The costs of
continued payment of wages and
salaries increased thereby in the
year ended by 37.8% to 19.7 million
DM.

It is the constant concern of Volks-
wagenwerk AG to design the wor-
king situation in an up-to-date and
ergonomically correct way. The
Company continued in 1980 with

its endeavours to improve working
conditions and processes, above

all in the setting up of new produc-
tion facilities but also when existing
systems are modified. Further impro-
vements were achieved among other
things through the provision of social
and recuperation areas and specific
noise protection measures.

In 1980 the constant slight increase
in accidents since 1976 was brought
to a halt, with the 1979 figure not
being exceeded. Motivating safety

Structure of labour cost at
Volkswagenwerk AG in 1980

Fringe costs
Social expen-
ditures-compulsory

50.6 (48.1) %
1.0 (11.1)%

measures in conjunction with a detai-
led accident analysis will therefore
continue to stand at the forefront

of our endeavours. As ever the
Company occupies a leading position
in the Federal Republic of Germany
in the field of safety at work. This

is reflected in the contributions
refunded by the social insurance

for occupational accidents for 1979.

Within the Company the suggestion
scheme continues to gain in impor-
tance. This can be seen from the
distinctly increased number of impro-
vement suggestions rewarded.

Special campaigns and advertising
measures contributed to motivating
the workforce to a still greater invol-
vement. The number of suggestions
adopted rose by 39.2% on the pre-
vious year to 5,767. They were
awarded a total of 5.6 million DM.
The highest award of 100,000 DM
was paid six times. Of all the sugge-
stions made in 1980 23.7% were
adopted. In the previous year this
figure was no more than 17.9%,
which shows that the quality of the
Company suggestions scheme has
greatly increased.

Through the conditions of building
loans to Company employees whose
considerable improvements in the
middle of 1979 did not have their
full effect until 1980 the Company
made a contribution to the provision

Social
benefits-compulsory

11.8 (11.9)%

Additional

social benefits 21.8 (20.5) %
Pension

expenditures and

voluntary payments 6.0 ( 4.6)%

40

of residential accommodation. The
number of building loans granted
rose in 1980 by 24.7% on the pre-
vious year to 1,951, the funds made
available for these by 91.1% to 40.4
million DM.

The new wages and salaries agree-
ments which came into effect on
February 1, 1980 with a validity of
12 months led to an increase in
wages and salaries of 6.8%. The
training allowances increased on the
previous year by 45.— DM for the
1st and 2nd training year, 50.— DM
in the 3rd and 110.— DM in the 4th.

The agreement on wage differentials
which also came into effect on Feb-
ruary 1, 1980 replaces the previous
28 wage groups and gradations with
12 wage levels. Through formation
of 2,800 work systems — for approx.
59,000 employees on incentive

pay — the basis was created for a
higher degree of flexibility and job
enlargement. ‘

The number of former employees
who have a claim to a pension from
the Company pension scheme rose
to 16,699 as at December 31, 1980.
A statutory review of the pensions
with a view to adapting them to the
cost of living led in the case of 1,587
pensioners to an increase. The
increase as of January 1, 1980 was
4.2% or 6.2% depending on start
of payment of pensions.

. 49.4 (51.9)% Wages and salaries
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The labour cost of Volkswagenwerk
AG in 1980 increased by 16.5%

to 6,534 million DM. This resulted
from the agreed increase in wages
and salaries of February 1, 1980.

In addition agreements made in 1979
(e.g. collective framework agree-
ment, wage differentials) also led

to an increase in labour costs in
1980.

The proportion of fringe costs was
50.6%. This represents, as in
previous years, a disproportionate in-
Crease.
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Capital Investments

In 1980 Volkswagenwerk AG inves-
ted 2,251 million DM. This was

an increase of 542 million DM

or 31.7% on the high volume of
the previous year. For the first time
capital investments topped the

two thousand million mark.

Investments in fixed assets totalled
1,573 million DM and financial in-
vestments 678 million DM.

These high capital expenditures
are the expression of the intensified

efforts to extend the competitiveness
of our products through maintenance

of the technological lead, raising
of the quality level and increase
in flexibility. The directly product-re-

lated measures were again the focus

of our investment activity. Of impor-
tance are also comprehensive re-
structuring projects for the improve-
ment of production processes and
working conditions and capacity
adaptation in the drive units sector.
Possibilities for rationalisation were
extensively exploited here. We con-
tinued capital investments in the im-
provement of working conditions.

The increase in investments resulted

among other things from the further
acquisition of shares in TRIUMPH-
ADLER AG, the takeover of the re-
maining shares held by the Chrysler
Corp., USA, in Chrysler Motors do
Brasil and a capital increase at this

76 77 78  '79 ‘80

company. In addition a considerable
contribution was made by the acqui-
sition of Chrysler Fevre Argentina
(since December 1, 1980 operating
under the name of Volkswagen Ar-
gentina S.A.) and a capital increase
at Volkswagen of America.

Workforce and labour cost at
Volkswagenwerk AG
(index: 1972 = 100)

Labour cost
excluding old-age pensions
per employee

Average
labour force
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The technological innovation of
AUDI NSU, the four-wheel-drive
Audi Quattro
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AUDI NSU AUTO UNION AG 1980 1979 Increase
Neckarsulm (Decrease)
%
Sales million DM 4,903 5171 (5.2)
Production/Vehicle sales units 299,987 344,100 (12.8)
Capital investments million DM 336 278 20.8
Workforce on Dec. 31 29,065 29,767 (2.4)

The general recession in the motor
vehicle market in the Federal Repu-
blic of Germany and the shift of de-
mand towards smaller vehicles im-
paired the economic development
of the company in the report year.
In the months of September, No-
vember and December the altered
sales situation meant that short-time
working had to be introduced on

a total of 28 days.

Sales proceeds were at 4,903 million
DM 5.2% down on the previous
year. The considerably smaller de-
crease in comparison with the ve-
hicle sales figure is due to the hig-
her-priced Audi 200 and higher-
grade model and equipment ver-
sions. Thus the reduction in Audi
100 sales proceeds was partially
balanced by the increased proceeds
from the Audi 80 and Audi 200.
98.7% of total sales were sales to
Volkswagenwerk AG.

Within total production of 299,987
vehicles, 12.8% less than in 1979,
the production volume of the Audi
100 was reduced by 83,080 units,
whereas with the Audi 80 an in-
crease of 17,042 vehicles was
achieved. The shift of demand in
favour of the Audi 80 made it
necessary to restructure the
production capacities.

The number of Porsche 924 models
manufactured in Neckarsulm on
behalf of Volkswagenwerk AG for
Dr. Ing. h. c. F. Porsche AG, Stutt-
gart, was 14,935.

The work of the development de-
partments in 1980 was characterised
by efforts toward the reduction of
fuel consumption and pollutant emis-
sions and a further rounding off of
the model range. At the beginning

of model year 1981 nearly all types
were available with the petrol-sav-
ing economy gear. A shift indicator
on the dashboard contributes to
especially economical driving. With
the 1.6 litre diesel engine in the
Audi 80 the company offers a further
economical alternative.
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In addition to the especially sporty
four-wheel-drive Audi Quattro an
attractive, luxurious coupé with sa-
loon comfort has been included in
the model range. The newly-develop-
ed five-cylinder in-line engine for

the Audi Coupé GT 5S has an output
of 85 kW (115 bhp).

The capital investment volume of
336 million DM exceeded the pre-
vious year’s level by 20.8%. The
emphases of investment activity
were the product sector and supple-
mentary, restructuring and moderni-
sation measures in the production
sector. Various major projects have
been started on for the further im-
provement of the production plant
which to a large extent will only
make themselves financially felt in
1981 and later, and will serve the
long-term assurance of the compa-
ny’s competitiveness.

Through restriction of replacement

of employees leaving, the workforce
was reduced to 29,065 (29,767)
employees. The number of trainees
on the other hand was further
increased to 1,255. On December
31, 1980 4.3 (3.8)% of all employees
Were undergoing training.

The recessive business development
also affected the company’s net
earnings after taxes. In the year
under review this was 70.4 (83.5)
million DM. On account of the consid-

erable financial requirement for capi-
tal investments in the coming years
the company has transferred 70.0
(24.0) million DM to reserves. Trans-
fer of profit to the parent company
will therefore not be undertaken

for the year under review. Payments
to participating certificate holders
will be made from net earnings
available for distribution in the
amount of 0.4 (0.9) million DM.
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Volkswagen do Brasil S.A. 1980 1979 Increase
Sao Bernardo do Campo (Decreas;)

0
Sales million DM 2,816 3,266 (13.8)
Vehicle sales units 488,155 52217 (6.5)
Production units 514,287 525,703 (2.2)
Capital investments million DM 333 199 675
Workforce on Dec. 31 46,671 43,959 6.2

The economic situation of Brazil

in the year under review was charac-
terised by the pressure of accelera-
ted inflation and an increasing imba-
lance in the balance of payments.

It is against a background of the
resulting worsened terms of credit

in motor vehicle purchase that the
development of the Brazilian vehicle
market must be seen which in addi-
tion was negatively influenced by

a six-week strike. These factors
were responsible for the drop in
domestic sales compared with the
previous year. Exports on the other
hand showed a considerable in-
crease with the result that overall
vehicle sales of the Brazilian automo-
tive industry were slightly up on

the 1979 figure.

Vehicle sales of Volkswagen do Bra-
sil totalled 488,155 units, 6.5% less
than the previous year’s figure. Both
the passenger car market share

with 385,854 vehicles sold at home
and the light commercial market
share with 30,056 units sold fell
from 51.1% to 48.6% and from
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42.7% to 31.4% respectively. With
this development it is important to
bear in mind that the company with
its main plant in Sao Bernardo do
Campo was fully affected by the
strike in April/May 1980, whereas
some of the competitors lying out-
side the wage-agreement region
were able to continue producing
during this time.

With 72,245 (57,459) vehicles ex-
ported the company was again able
in 1980 to fulfil its export obligations
entered into with the Brazilian author-

ities. In addition, as in previous years,

engines and gearboxes were
exported in the framework of Group
interlinked production.

The fall-off in sales proceeds —
calculated in DM — is primarily due
to the reduced volume of vehicle
sales and to exchange rate
influences.

With 514,237 vehicles Volkswagen
do Brasil produced 2.2% less than
in the previous year, primarily due

to the strike. Production per working
day did however — disregarding the
strike days — remain much the same
at 2,318 units.

At the end of June 1980 the one-
millionth Brasilia came off the line.
In the middle of the year the “Gol”,
a new car developed by Volkswagen
do Brasil in cooperation with Volks-
wagenwerk AG, was introduced

on the Brazilian market.

In the framework of the agreement
made in 1979 between the govern-
ment and the association of Brazilian
automotive manufacturers concerning
series production of vehicles with
alcohol engines, Volkswagen do
Brasil produced 129,545 vehicles

in the report year. Purchase of an
alcohol powered vehicle brings a
number of economic advantages

for the customer.

On December 31, 1980 the company
had a workforce of 46,671, 6.2%
more than in the previous year. This
rise was primarily occasioned by

the extension of production at the
Taubaté plant, where the Gol is
manufactured.

The rise in capital expenditures in
1980 was due to extension, rationali-

The Gol was introduced on the Bra-
Zilian market in 1980.
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sation and replacement projects,
but above all to the inclusion for
the first time of the leasing vehicles
in the fixed assets of Volkswagen
Leasing S.A.

In June 1980 the government of
Kuwait acquired a 10% interest in
Volkswagen do Brasil. This share
was acquired from the Brazilian
group Monteiro Aranha S.A. which
had a 20% interest in the company
ever since the foundation of Volks-
wagen do Brasil in 1953 and which
continues to hold 10% of the capital
stock. The interest of Volkswagen-
werk AG in Volkswagen do Brasil
remains unchanged at 80%.

In addition to the production short-
falls as a result of the strike, the
vehicle price approval system valid
for 1980, which did not permit of

a timely passing on of the high cost
increases due to inflation, is the
main reason why Volkswagen do
Brasil ended the fiscal year of 1980
with a considerable loss.

Since the beginning of 1981 our
Brazilian subsidiary Chrysler Motors
do Brasil has been producing the
new Volkswagen truck series

(17 and 13 metric tons).

Chrysler Motors do Brasil Ltda. 1980 19797 Increase
Sao Bernardo do Campo (Decreas;)

o
Sales million DM 194 187 3.6
Vehicle sales units 14,309 12,398 154
Production units 12,945 9.9
Capital investments million DM 10 X
Workforce on Dec. 31 3,423 (0.2)

') April 1 to December 31, 1979

In November 1980 Volkswagenwerk
AG acquired the remaining shares
in Chrysler Motors do Brasil Ltda.
held by the Chrysler Corp., USA.
Volkswagenwerk AG now holds the
entire stock of this company, which
in February 1981 was renamed
Volkswagen Caminhoes Ltda.

A total of 14,309 Dodge vehicles
(cars and trucks) were sold in 1980.
This gave the firm a domestic share
of 8.7% of the total truck market.

Sales proceeds in the year under
review totalled 194 million DM of
which 43.7% pertained to foreign
sales. In this way the company could
again meet the export obligations
agreed with the Brazilian authorities.

On December 31, 1980 the company
employed a workforce of 3,417.

As planned, production of the new
Volkswagen truck series (11 and
13 metric tons) began in the first

quarter of 1981. Introduction on
the market occurred in March. As
of the beginning of the year the
Chrysler-Dodge trucks are available
in part with alcohol engines in
order to meet the necessities

of the Brazilian market.

Capital investment volume at 32
million DM was — as a result of the
development of the new trucks —
distinctly higher than in the previous
year.

For extending the capital basis and
financing the comprehensive invest-
ment programme at the end of
December 1980 a capital increase
of 63 million DM to 250 million DM
was agreed.

The company which is still in the
build-up phase ended 1980 with
a considerable loss.
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Volkswagen of America, Inc. 1980 1979 Increase
Warren, Mi., USA %
Sales million DM 4,906 18.1
Vehicle sales units 336,804 9.3
Production units ’ 175,170 29.0
Capital investments million DM 191 96 99.5
Workforce on Dec. 31 10,048 9,102 10.4

Despite a strongly recessive motor
vehicle market in the USA the com-
pany was able to slightly strengthen
its position. Decisive for this was
the high demand for fuel-efficient
vehicles.

In the report year Volkswagen of
America delivered 368,065 vehicles
to the dealer organisation, exceeding
the previous year’s figure by 9.3%.
This development was carried largely
by the models produced at the
Westmoreland plant, the diesel ver-
sions being particularly successful.
In contrast again in 1980 the limited
competitiveness of vehicles imported
from Germany was demonstrated.

The passenger car market share
for Volkswagen and Audi models
rose from 3.0% to 3.3%.

The newly-introduced pick-up devel-
oped by the company on the basis
of the Rabbit had an excellent market
reception with 28,690 vehicles sold.

At a production per working day
of approx. 1,000 cars total production

at the Westmoreland plant was
225,943 vehicles. This meant full
utilisation of capacities. For this

reason a second assembly plant

at Sterling Heights (Detroit) is currently
being equipped.

For the improvement of the financial
structure the stockholders’ equity
of Volkswagen of America was in-
creased by 50 million US dollars

in December 1980.

In addition to the extremely high
interest level in the USA it was
above all the burdens resulting
from the import business with
Volkswagenwerk AG which led to
Volkswagen of America closing
1980 with a loss.

The Rabbit pick-up had an excellent
market reception in the USA.
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Volkswagen de Mexico, S.A. 1980 119739 Increase
de C.V., Puebla/Pue. %
Sales million DM 1,515 1,205 25,1
Vehicle sales units 121,663 11251 8.1
Production units 127,374 109,707 16.1
Capital investments million DM 200 194 3.0
Workforce on Dec. 31 13,465 10,873 23.8

The economic boom in Mexico con-
tinued in the year under review to
determine the increase in total sales
of Volkswagen de Mexico. The com-
pany achieved a sales volume of
121,663 vehicles, an increase of
8.1% on the previous year. The
good domestic sales situation was
based in particular on the sales
success of the Caribe (Golf). The
passenger car market share
increased to 33.2 (31.0)%. The
export emphasis continued to be
deliveries of the Beetle to Europe.

On account of the favourable sales
situation vehicle production
exceeded the previous year’s level
by 17,667 units or 16.1%.

Sales proceeds for vehicles rose
disproportionately to vehicle sales
by 26.4%. This was caused primarily
by sales of higher-grade model
versions.

By December 31, 1980 the work-
force had increased by 2,592 to

13,465 employees. This rise had
become necessary on account of

increased vehicle production, greater
production depth, parts supply and
also the large projects (setting up

of an engine production plant,
extension of press shop).

Capital investment volume at 200
million DM exceeded the previous
year's level by 3.0%. Of this a con-
siderable part pertained to construc-
tion in progress of the engine pro-
duction plant. In addition capital ex-
penditures were made in restructur-
ing measures and extension of
capacities in the production sector.

The company ended the year under
review with a profit.

The Jetta has also been produced in
Mexico since November 1980.
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Volkswagen of South Africa 1980 1979 Increase
(PTY) Ltd., Uitenhage, C.P. %
Sales million DM 551 572
Vehicle sales units 6 2 48,935 272
Production units 60,437 48,930 285
Capital investments million DM 75 25 X
Workforce on Dec. 31 7,322 5,419 35.1

Rising raw materials exports and

the continuing high price of gold
have in conjunction with fiscal reliefs
created a high liquidity in the South
African economy. The resulting rise
in demand further strengthened the
economic upswing of the country

in 1980.

The motor vehicle market, especially
that for passenger cars, grew in
bounds on the basis of increased
purchasing power and the backlog
demand from previous years.
Demand exceeded the industry’s
production capacity in some

market sectors considerably.

In order to meet this high level of
demand Volkswagen of South Africa
increased its output per working
day from on average 206 to 263
vehicles during the course of the
year, thus increasing total production
by 23.5% to 60,437 units. Despite
the rise in sales the passenger car
market share could not be main-
tained on account of limited capacity
and fell by 1.1% to 19.9%. The
Jetta, introduced with great success

48

in November, will further strengthen
the position of Volkswagen of South
Africa on the home market.

Sales of light commercial vehicles
increased in South Africa by 5.1%

in 1980. With the new Commercial
successfully introduced at the
beginning of the year Volkswagen of
South Africa improved its market
share in this sector by 0.7% to 5.5%.

In the wake of capacity increases

the workforce — mainly in the pro-
duction sector — was up by 35.1%
at year end.

Compared with the previous year
sales proceeds rose by 57.2% to
867 million DM. This was primarily
the result of sales and price
increases and of a change in the
model mix.

The company achieved a good

result. Volkswagen of South Africa increas-
ed its capacity per working day in
1980 in order to be able to meet the
high demand for Volkswagen pro-
ducts.
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Volkswagen Argentina S.A. 1980
Buenos Aires

Sales million DM 920
Vehicle sales units 35,280
Production units 31,630
Capital investments million DM 6
Workforce on Dec. 31 4,255

In the spring of 1980 Volkswagen-
werk AG acquired the majority inter-
est in Chrysler Fevre Argentina and
now holds approx. 99% of the capital
stock. At the end of the report year
the company was renamed Volkswa-
gen Argentina S.A. The Volkswagen
Group undertook this involvement

in order to underpin its activities

in South America.

Volkswagen Argentina sold 35,280
vehicles in 1980 (30,453 passenger
cars and 4,827 commercial vehicles);
of these 3,389 units were imported
fully built up vehicles from Volkswa-
gen do Brasil. The market share

was 10.5%.

In both production plants which are
located in the Buenos Aires region
an average of 136 vehicles per
working day was produced.

On December 31, 1980 the company
had a workforce of 4,255.

The company achieved a satisfactory
net income in 1980.
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Volkswagen Bruxelles S.A. 1980 1979 Increase
Brussels, Belgium (Decrease)
0,
Yo
Sales million DM 1,165 1,199 (3.7)
Vehicle sales units 110,156 121,007 (9.0)
Production units 110,206 121,029 (8.9)
Capital investments million DM 72 34 G
Workforce on Dec. 31 4,539 4,463 157

In 1980 the Golf was included in
the production programme and the
Passat replaced by its successor
model.

Total assembly in 1980 was on ac-
count of the conversion of production
8.9% less than in the previous year
at 110,206 vehicles.

The capital investment volume of
72 million DM was used essentially
for the new models and for
modernisation measures in the
production sector.

In the report year the company
achieved a profit.

Volkswagen of Nigeria Ltd.

Lagos

Sales of Volkswagen of Nigeria were
badly affected by government mea-
sures especially in the first half of
1980. As a result production had

to be reduced.

In the second half of the year de-
mand strengthened, so that a total
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of 20,860 Volkswagen and Audi
models were registered in 1980,

an increase of 9.0% on the prece-
ding year. Registrations of Volkswa-
gen Commercials went down by
21.7% to 6,700 units. The market
share of Volkswagen of Nigeria fell
in the case of passenger cars to
27.7 (31.3)% and of light commer-
cials to 8.9 (14.2)%.

The company ended the fiscal year
1979/80 (May 1 — April 30) with
a loss.

TAS Tvornica Automobila
Sarajevo, Vogosca, Yugoslavia
The fiscal year of 1980 was a difficult
one for our Yugoslavian subsidiary.
This is due to the economic deve-
lopment in Yugoslavia and to neces-
sary restructuring measures.

In the report year 13,668 vehicles
assembled in Yugoslavia and 538
imported vehicles weére sold. This
was not quite as many as the high
level of the previous year. In order
to extend the range of vehicles
produced locally the Jetta has been
assembled in Yugoslavia alongside
the Golf since October 1980.

Using the funds from a capital
increase adopted in the previous
year the extension of production
capacities was continued in the
report year.

The company ended the fiscal year
with a positive result.

In 1980 TAS continued expanding its
production capacities.
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Distributing

Companies
Volkswagen France S.A. 1980 1979 Increase
Paris %
Sales million DM 1,482 1,129 Silk2
Vehicle sales units 104,066 87,612 18.8
Workforce on Dec. 31 714 664 7.5

In 1980 new car registrations in
France were 5.2% down on the
previous year. However Volkswagen
France extended its position and
achieved a passenger car market
share of 5.0 (4.0)%. The reasons

for the increased sales were among
others the development of the
exchange rate of the Franc in relation
to the DM and the wide range of
fuel-efficient vehicles. In addition

the successful introduction of the

Volkswagen Canada, Inc. 1980 1979 Increase
Toronto (Decrease)

%
Sales million DM 430 388 10.7
Vehicle sales units 25,442 28,959 1es)
Workforce on Dec. 31 376 358 6.5

The Canadian economy in the report
year was characterised by a general
recession. This in addition to rising
petrol prices had an unfavourable
effect on the motor vehicle market

February 1981 saw the introduction
of the diesel version of the proven
Commercial.

which in its passenger car sector
decreased by 6.8% on the previous
year.

The development varied for individual
manufacturers. Whereas local manu-
facturers suffered sales losses of
14.4%, imports rose by 36.9%. This
increase applied exclusively to Japa-
nese vehicles. Sales of Volkswagen

Jetta and the Audi 200 had a positive
effect on sales.

With sales of 104,066 Volkswagen
and Audi vehicles to the dealer
organisation the previous year’s
figure was exceeded by 18.8%. As
in 1979 the Golf was the best-selling
Group model ahead of the Polo.

The company achieved a good result
in 1980.

and Audi models were 12.1% down
on the previous year. The prime
reason for this was the unfavour-
able price relationship to the
competition, mainly for reasons of
currency parity.

The market share of Volkswagen
Canada was 2.5 (2.9)%.

The company showed a profit at
the end of the year.
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Svenska Volkswagen AB
Sodertilje, Sweden

The Swedish economy experienced
a slight recession in 1980. As a re-
sult new registrations of passenger
cars fell by 10.6% on the previous
year. With a delivery volume of
22,674 Volkswagen and Audi vehic-
les Svenska Volkswagen AB register-
ed a drop of 7.0% on the 1979 figu-
re. The market share however rose
slightly in the report year to 11.8
(11.8)%.

The company achieved a better
result than in 1979.

WESER-EMS Vertriebsgesellschaft
mbH, Bremen

The company acts as a holding and
participating concern. Its main
income derives from its holding

in the V.A.G Vertriebszentrum
WESER-EMS GmbH & Co. KG,
Bremen, and the letting of property.

As in previous years the earnings
situation of the V.A.G Vertriebszen-
trum WESER-EMS GmbH & Co.
KG essentially determined the profit
of the WESER-EMS Vertriebsgesell-
schaft.
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The portion of the result accruing
to Volkswagenwerk AG was trans-
ferred in the framework of the profit
and loss assumption agreement.

V.A.G Sales Centres in the
Federal Republic of Germany
After the merger in 1980 of the Sales
Centres Miinster and Lage and
Frankfurt and Kaiserslautern the
wholesale function of the Volkswa-
gen Group in the Federal Republic
of Germany was performed at the
end of 1980 by 16 Sales Centres.
Volkswagenwerk AG has a direct
26% holding in each of them. Apart
from sales to special customer
groups the entire domestic sales

of the Volkswagen Group are hand-
led via the Sales Centres.

On account of the unfavourable sales
situation as against 1979 the good
results of the preceding year could
not be achieved.
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TRIUMPH-ADLER Aktiengesellschaft 1980 1979 Increase
fur Biro- und Informationstechnik (Decrease)
Nuremberg %
Sales million DM 1,648 1285 335
Capital investments million DM 116 276 (57.9)
Workforce on Dec. 31 17,115 14,266 20.0

In 1980 Volkswagenwerk AG in-
creased its holding in TRIUMPH-
ADLER AG from 53.8% to 98.4%.
After acquisition of the share held by
Litton Industries, Inc. of 19.1% at the
beginning of the year a further
extension of the holding was made
through acquisition of the share of
25.5% held by the Diehl group,
Nuremberg, in December 1980.

The Triumph-Adler group was extend-
ed in 1980 through the consolidation
for the first time of the Pertec Com-
puter Corp., Los Angeles, and Adler
Business Machines (N.Z.) Ltd., New
Zealand.In Germany the close econo-
mic, financial and organisational in-
tertwining of the Triumph-Adler firms
was reflected in the merging of Diehl
datensysteme GmbH and Triumph-
Adler Vertriebs-GmbH into Triumph
Werke Nirnberg AG. In addition
Adlerwerke vorm. Heinrich Kleyer
AG, Frankfurt, was merged with

the Nuremberg parent company

in respect of organisation through
transfer of the staff and assets to

the latter. The name of the parent

company was altered to "TRIUMPH-
ADLER Aktiengesellschaft fiir
Blro- und Informationstechnik .

The business activity of the
Triumph-Adler group comprises
typewriters, systems machines, desk
and pocket calculators, text proces-
sing computers and systems and
copiers. In addition services and
software are marketed.

In the fiscal year ended the group
went through a difficult phase of
reorganisation to various new pro-
duct lines. The life cycle of the pro-
ducts introduced was ended sooner
than expected; delays occurred in
the start-up of the new product ge-
neration. The products affected were
the electronic office typewriter, the
office computer multi-screen system
TA 1600 and the Alphatronic perso-
nal computer. In addition the year
of 1980 was influenced by consider-
able activity for the extension of

the sales organisation in the USA
for the marketing of medium-sized
computers. Further work was done

on the development of new products.

As a result of the inclusion of the
new group companies the sales
proceeds of the Triumph-Adler group
rose by 413 million DM or 33.5%

to 1,648 million DM. The increasing
importance of the foreign business
can be seen from the rise in its
share of the sales proceeds which

in 1980 increased from 68.7% to
77.2%. The most important product
lines in the year ended were golf-ball
typewriters, systems machines and
peripheral appliances for computer
systems.

At the end of 1980 the Triumph-Ad-
ler group employed 17,115 people.
The increase of 20.0% on the pre-
vious year is due largely to the ex-
tension of the group to include the
Pertec Computer Corp., Los Ange-
les.

Capital investments in 1980 were
distinctly down on the previous year
at 116 million DM, although it must
be remembered that they had
reached an unusually high level in
1979 through the acquisition of Per-
tec Computer Corp. Capital expendi-
tures in 1980 were made primarily

SOLAR MINI — a pocket calculator
which works entirely without batte-
ries, drawing its energy from solar
cells
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for the extension of the leasing busi-
ness with systems machines and
copiers in the USA, measures con-
nected with the introduction of new
products, and replacements.

The company ended 1980 with a
negative result.
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Other Companies

VOTEX GmbH, Dreieich

The activities of VOTEX GmbH are
concentrated on the vehicle acces-
sories and parts sector of the V.A.G
Organisation. In addition it fulfils
agency functions in the purchasing
business of Volkswagenwerk AG.

Business and the development of

net income were satisfactory in 1980.

V.A.G Leasing GmbH, Wolfsburg
The continued expansive develop-
ment of the leasing business led
to a distinct increase in the number
of vehicles leased to firms and
private individuals.

Turnover, which includes proceeds
from other movable property leasing,
totalled 403 million DM as against
310 million DM in the previous year.

The earnings situation remained
good.

interRent Autovermietung GmbH
Hamburg

The company hires out passenger
cars and commercial vehicles on

a short-term basis. In the Federal
Republic of Germany this business
is conducted via a dense network
of outlets. Activities in Belgium are
conducted by two subsidiaries, inter-
Rent S.A., Brussels, being respon-
sible for car rental and interRent
Trucks S.A., Brussels, for truck
rental. Elsewhere in Europe and in

numerous other countries interRent
is represented by an independent
system of licensees. On the North
American market the company
operates jointly with the Dollar
Rent-A-Car System, Inc.,

Los Angeles.

An improvement in business was
again registered in the year ended.
The company’s leading position on
the German market was further con-
solidated. Sales proceeds totalled
216 million DM, an increase on the
previous year of 17 million DM.

The good result achieved by the
company was allocated to reserves
for the further strengthening of
stockholders’ equity.

V.A.G Transportgesellschaft mbH
Wolfsburg

The company’s activities comprise
the purchase and selling of services
in national and international sea,
land and air traffic, in the forwarding,
transhipment and stowage business,
and the advising of the Volkswagen
Group and others.

A total of 396,000 (412,000) fully
built-up vehicles and a further
789,000 (776,000) cubic metres

of vehicle parts were dispatched

by sea. The greater part of the ship-
ment volume was handled by time
charter and single journey charter
contracts. In addition scheduled
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shipping lines and also airlines were
used.

Despite a heavy rise in costs the
earnings situation of the company
was again satisfactory in 1980. The
profit is to be carried forward.

V.A.G Kredit Bank GmbH
Wolfsburg

The V.A.G Kredit Bank promotes
sales of Volkswagen and Audi pro-
ducts by financing vehicle sales to
final consumers and the purchase of
vehicles and parts by the V.A.G
Sales Organisation. As a result of
intensified competition with other
credit institutions and the general
reluctance of customers in view

of the high interest level the com-
pany was only able’in 1980 to
expand its business volume in the
financing of the V.A.G Sales
Organisation.

The satisfactory profit achieved in

1980 was allocated to reserves for
strengthening stockholders’ equity.

The new Passat (Dasher) Variant

VW-Wohnungsbau Gemeinniitzige
Gesellschaft mbH, Wolfsburg

In 1980 the company was mainly
concerned with the building of 85
subsidised units of accommodation,
the modernisation and maintenance
of housing and the administration

of existing accommodation.

The sale of apartments reduced

by 9 the number owned by the
company to 7,105 units. In addition
there are 132 units of accommo-
dation in hostels.

VW-Wohnungsbau achieved a profit
in the report year.

VW-Siedlungsgesellschaft mbH
Wolfsburg

The activities of the company in
1980 comprised preparatory building
measures, comprehensive moderni-
sation and maintenance, administra-
tion of accommodation and care

of properties of Volkswagenwerk
AG. In addition some hostel flats
were converted to owner-occupied
flats and sold. At the end of 1980
the company had 5,383 apartments
and 256 units of accommodation in
hostels.

In the year under review the com-
pany achieved a profit which was
transferred to Volkswagenwerk AG
under a profit and loss assumption
agreement.

HOLAD Holding & Administration
AG, Basle, Switzerland

The company, founded in 1965,

is a wholly-owned subsidiary of
Volkswagenwerk AG. The function
of HOLAD is participation in
domestic and foreign companies
and property administration.

HOLAD holds capital stock in the
French financing company Société
Volkswagen de Financement S.A.,
Paris, in Vorelco Ltd., Toronto, and
in VOTEX, Inc., Englewood Cliffs.

Administration costs for 1980
exceeded the earnings from liquid
funds by a small amount.

Volkswagen International Finance
N.V., Amsterdam, Netherlands
Volkswagen International Finance
N.V. was founded in 1977 as a whol-
ly-owned subsidiary of Volkswagen-
werk AG. Its activities comprise the
financing of and participation in other
companies.

Volkswagen Overseas Finance N.V.,
Willemstad, Curagao, Netherlands
Antilles, is a wholly-owned subsidiary
of Volkswagen International Finance.

The fiscal year ended with a satisfac-
tory result.
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Deutsche Automobilgesellschaft
mbH, Hanover

The company, of which Daimler-
Benz AG and Volkswagenwerk AG
each hold half the capital stock, con-
tinued in 1980 to pursue its research
and development into electrical engi-
neering and electronic storage sys-
tems in accordance with tasks laid
down by the two controlling compa-
nies.

In order to give practical application
to the research results gained in
the past a cooperation agreement
has now been made with Accumula-
torenwerke Hoppecke Carl Zoellner
& Sohn GmbH & Co. KG, Brilon,
and a joint company founded.

The profit was transferred to the
partners under the profit and loss
assumption agreement.

VW-Versicherungsvermittlungs-
GmbH, Wolfsburg

The company acts as insurance
broker for the Volkswagen Group
and also undertakes consultancy in
insurance matters for others. The
emphasis of activity is the provision
of insurance for covering risks
occurring in the domestic Group.
In 1980 the volume of premiums
was again enlarged.

The result was transferred to the
partners under the profit and loss
assumption agreement.

GmbH fiir ausléandische
Vertriebsbeteiligungen M.A.N. —
Volkswagen, Munich

The firm was founded jointly by
Volkswagenwerk AG and Maschinen-
fabrik Augsburg-Nirnberg AG in
1978. It handles the interests of
both manufacturers at the M.A.N.
and Volkswagen commercial vehicle
importing companies in the large-
volume European markets. For this
purpose the company has acquired
holdings in importing companies

in Great Britain, Denmark, Norway,
Belgium and the Netherlands. The
capital stock in which both parties
have an equal holding totalled 6
million DM at the end of the report
year.

On account of the start-up phase
at the foreign importing companies
no noteworthy income from invest-
ments accrued in 1980, with the
result that expenses preponde-
rated. In the framework of the
existing profit and loss assumption
agreement the partners ensured

a balanced result.

V.A.G Marketing Management
Institut GmbH, Brunswick

The company began operation in
1980. A building for the institute

is currently under construction. Until
it is ready the company operates

in rented accommodation.

The loss made in the start-up year
of 1980 was made good by Volkswa-
genwerk AG under the profit and
loss assumption agreement.

The sporty, elegant Audi Coupé, new
in the Audi range, with high techno-
logy, high-grade equipment and a
pleasing appearance
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Formula E — a Volkswagen Group
contribution to fuel saving. This new
equipment version is available for
both Volkswagen and Audi models.

a==my. DERBY
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Prospects

The recessive development of the
economic situation which began

in the year ended continued at the
beginning of 1981, primarily as a
result of further oil price increases.
Real economic growth will probably
be registered in only a handful of
western industrial nations, even if
a reverse trend in the economic
climate should occur in the second
half of the year.

Developments in the energy

sector are a burden on the Federal
Republic of Germany as an industrial
nation poor in raw materials in two
ways: On the one hand through the
withdrawal of real purchasing

power, and on the other through the
necessity for financing a consider-
able deficit in the balance of current
transactions, whereby the use of
politico-economic measures for
stimulating the economy is made
more difficult. A reduction of the
deficit in the balance of current
transactions is therefore an essential
requirement for the prosperity of

the German economy.

In terms of the economic situation
1981 will be a difficult year.

The world automotive industry is
currently in a phase of restructuring
characterised by a shift to the
production of fuel-efficient vehicles.
At the same time all possibilities are
being exploited to increase the flexibi-
lity and productivity of the manufac-
turing processes. The considerable

capital investment volumes of the
individual manufacturers reveal the
earnest nature of these endeavours;
but they are also an indication of
the fundamentally optimistic view

of the investors in regard to the
future development of the auto-
motive industry.

The future for Volkswagen and Audi
can be adjudged positive as a whole.
However the general slackening-off
of demand for motor vehicles must
be taken into account. The annual
growth rates will probably only be
of the order of 2 — 3% world-wide
up to 1990. How far in these
circumstances it will be possible

to improve the international
competitiveness of the Volkswagen
Group depends, in addition to the
consistent pursuance of a market-
oriented model policy, decisively
on the further development of costs
and the maintenance of a solid
financial basis.

Intensifying competition on the one
hand and increased pressure of
costs on the other make it imperative
to invest yet more than before in
products and processes. The current
economic downswing with its conse-
quences for earnings does however
make it necessary to establish priori-
ties. For the period 1981 — 83 capital
expenditures for property, plant and
equipment within the Volkswagen
Group are scheduled at 13 thousand
million DM. Of these 64% pertain

to investments in Germany.



The vehicle business may well by
now have reached its lowest ebb.
On the passenger car markets adap-
tation continues to a situation which
is characterised by successive in-
creases in the price of energy. With
a certain time-lag the weakening

of demand which for cars had
already begun in the second

half of 1979 has now spread to

the commercial sector.

In the Federal Republic of Germany
a revitalisation of car sales can be
expected in the second half of 1981.
In the case of commercial vehicles
however it seems likely that the
slowing of demand which only began
at the end of 1980 will for the time
being continue. A similar develop-
ment is expected for a number of
important European countries.

In the USA the turning point on the
automotive market has been consi-
derably delayed by the excessive
increase in interest rates, so that
the awaited economic recovery can
only start belatedly in the course
of 1981.

The economic situation in Brazil
last year led to government
measures which had a negative
effect on motor vehicle sales.

The market development hitherto
in 1981 suggests that the sales si-
tuation will continue to be difficult.

A
.
ooty

Prospects for car demand in Mexico
and South Africa on the other hand
remain positive.

In view of the altered circumstances
on the most important markets an
increase in sales of the Volkswagen
Group in excess of the volume
achieved in 1980 will scarcely be
possible. However our fuel-efficient
and demand-orientated model range
means that we have every chance
of successfully exploiting the market
potential.

On account of the falling sales
figures the Volkswagen Group had
to take measures affecting the
workforce in the first months of

the current year, making short-time
working necessary in some domestic
plants. At Volkswagen do Brasil
redundancies were necessary.
Although our Group’s endeavour

is to minimise these personnel
measures as far as possible, such
measures cannot always be avoided.

Our concern remains in 1981 to
maintain profitability. In view of the
uncertainties characterising the world
economic situation it will be very
difficult, despite the most strenuous
efforts, to again achieve the results
of previous years.

YA Ty

7

Wolfsburg, March 23, 1981

The Board of Management
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The Volkswagen Group

Consolidation Principles

Scope of Consolidation

In principle we have included in

the scope of consolidation all subsid-
iaries and affiliates in which Volkswa-
genwerk AG holds a direct or indirect
interest of more than 50%.

In addition to Volkswagenwerk AG
18 domestic and 51 foreign compa-
nies were consolidated. These com-
panies are marked in the survey

of major companies within the
Volkswagen Group on pages 36
and 37.

The scope of consolidation again
increased in the report year primarily
through the inclusion of the Pertec
companies acquired by the
Triumph-Adler group in December
1979. The following companies were
consolidated for the first time:

VW KRAFTWERK GmbH, Wolfsburg,
Volkswagen Argentina S.A., Buenos
Aires,

Triumph Adler, Inc., Los Angeles,Cal.,

Triumph Adler Systems, Inc., Los
Angeles, Cal.,

Pertec Computer Corp., Los Ange-
les, Cal. (with 7 negligible subsid-
iaries),

Pertec Computer Corp., Toronto,
Canada,

Adler Business Machines (N.Z.)
Ltd., Wellington, New Zealand
(with 2 negligible subsidiaries).
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Notes to the

Financial Statements
of the Volkswagen Group

VW KRAFTWERK GmbH, Wolfsburg,
founded in 1980, will operate in the
field of energy supply.

In the report year Volkswagenwerk
AG acquired 98.8% of the capital
stock of the automotive company
Chrysler Fevre Argentina S.A.1.C.
which has since been renamed
Volkswagen Argentina S.A.

The Pertec Computer Corp., Los An-
geles, produces and markets, the
latter also via its Canadian subsidiary
medium-sized computers and peri-
pheral appliances. Triumph Adler,
Inc. and Triumph Adler Systems,
Inc., both of Los Angeles, are inter-
mediate holding companies. Adler
Business Machines (N.Z.) Ltd., Wel-
lington, New Zealand, is a distribut-
ing company of the Triumph-Adler

group.

In the year under review the
Triumph-Adler group companies
Triumph-Adler Vertriebs-GmbH and
its subsidiary Diehl datensysteme
GmbH were merged with Triumph
Werke Nirnberg AG. The company
operates as TRIUMPH-ADLER
Aktiengesellschaft fiir Biiro- und
Informationstechnik.

Not included in the scope of consoli-
dation were 2 domestic and 16 for-
eign subsidiaries, of which 2 were
US dealerships. The following com-
panies are primarily concerned:

Auto Union GmbH, Munich,
Triumph Werke Wohnungsbau
GmbH, Nuremberg,

VW Camions et Bus S.A., Paris,
Consorcio Nacional Volkswagen
Ltda., Sao Paulo.

The view of the assets and earnings
situation of the Volkswagen Group
is not impaired by the omission of
these companies, since in part they
are not engaged in business activi-
ties and are insignificant in their
total volume.

Form of Presentation and
Valuation

In the preparation of the consolidated
financial statements we have princi-
pally taken account of the recom-
mendations of the study group on
global financial statements of the
Schmalenbach-Gesellschaft/Deut-
sche Gesellschaft fiir Betriebswirt-
schaft. The form of presentation
corresponds to the requirements

of German Corporation Law. In addi-
tion we have shown in the
consolidated balance sheet the deve-
lopment of property, plant, equip-
ment and investments, and prepared
the statement of earnings in fully
consolidated detailed form. Reclassi-
fications which proved necessary
from the Group’s point of view were
effected. The amounts scheduled
for distribution to the holders of par-
ticipating certificates in AUDI NSU
AUTO UNIO AG are now shown
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under liabilities. On account of legal
restrictions placed on the capital

of non-profit companies the reserves
and the non-distributed part of the
net earnings available for distribution
of one Group company were allocat-
ed to undetermined liabilities. The
financial statements of the consolida-
ted foreign companies were drawn
up and audited in accordance with
unified accounting and valuation
principles which are in line with the
provisions of the Corporation Law.

Translation of Currencies
Additions to fixed assets were trans-
lated at the average rates of the
months of acquisition (historical
rates), depreciations and disposals
at the average rates weighted in

line with the monthly additions. For
translation of additions up to the
end of 1978 the average foreign
exchange rate of the respective year
was used.

For translation of loans with a term
of four years or longer we used the
average rates in force on the balance
sheet date, whereas the remaining
items of financial investments were
translated at the foreign exchange
rates in force on the date of acquisi-
tion.

The remaining assets items and
debts were translated at the average
rates in force on the balance sheet
date.

In the statement of earnings we
translated the depreciations and

the gains and losses from disposals
of fixed assets and investments at
the historic rates of the fixed assets
and investments: The remaining
income and expenses were trans-
lated at the average monthly rates
of the report year in each case. Net
earnings for the year have been
translated at the rates in force on
the balance sheet date in each case.

Differences incurred by translating
balance sheet items have been
entered direct in the reserve from
capital stock surplus. They have

not affected the net earnings for

the report year. Differences incurred
by translating the items of the state-
ments of earnings were balanced
so that the net earnings were not
influenced by these either.

Capital Consolidation

We have effected the capital consoli
dation by separation of the adjust-
ment items arising from the initial
and from consecutive consolidation.
In this way the acquisition costs

of the interests in Group companies
were set off against the capital to

be consolidated available at the time
of acquisition of interest. The result-
ing adjustment items arising from
initial consolidation were shown as
a special item in addition to property,
plant, equipment and investments
and on the stockholders’ equity and

liabilities side separately under con-
solidated reserves.

The adjustment items resulting from
the consecutive consolidation, with
the exception of the differences
resulting from translation of curren-
cies which are included under the
reserve from capital stock surplus,
are shown as reserve of the Group
arising from earnings.

The reserve of the Group arising
from earnings also includes the
following:

Unappropriated earnings of Volkswa-
genwerk AG,

Value adjustments in consolidated
companies, insofar as they cannot
be deducted from the adjustment
items arising from initial consolidation
and shown on the assets side,
Elimination of intra-Group profits
made with regard to property, plant,
equipment and investments and
inventories.

In addition the net earnings available
for distribution of the subsidiaries
and affiliates which were not set
aside for distribution to outside
stockholders or holders of participa-
ting certificates were included under
reserve of the Group arising from
earnings. The alterations to the net
earnings brought about by consolida-
tion were set off against the reserve
of the Group arising from earnings
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via the item change in the
consolidated reserves. We have
again subtracted sums from the re-
serve of the Group arising from ear-
nings in the amount of the income
from investments of the parent com-
pany. Thus the consolidated net
earnings available for distribution
correspond to the net earnings avai-
lable for distribution shown for
Volkswagenwerk AG.

Ascertainment of the minority interest
in consolidated foreign subsidiaries
was based on the financial state-
ments translated into DM and adapt-
ed on unified principles or on the
principles of proper book-keeping;
the differences resulting from transla-
tion and incurred in the course of
consolidation were percentually
assigned to minorities.

Consolidated balance sheet structure
compared with the previous year:

1 The following items as shown here-
under are included in the cash
flow: Net earnings + Depreciation
of fixed assets and write-down of
investments — Write-ups + Dispo-
sals of property, plant, equipment
and investments + Increase in
provision for old-age pensions +/—
Increase/Decrease of stockhol-
ders’ equity in reserves for special
purposes.

2 Decreased by the amounts shown
on the stockholders’ equity and lia-
bilities side as allowance for doubt-
ful trade acceptances and accounts.
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Financial Situation

The financial situation of the Volks-
wagen Group was again, despite

a drop in the year’s net earnings,
characterised by an increased tying
up of funds through distinctly increa-
sed investments in fixed assets and
higher inventories.

Capital investments, in which we
have included the amounts brought
forward of companies consolidated
for the first time and the increase

in the adjustment items arising from
initial consolidation — insofar as they
do not concern companies already
acquired in 1979 — increased on
the previous year by 1,179 mil-

lion DM or 38.0% to 4,279 mil-

lion DM. The cash flow? increased
in particular as a result of the higher
depreciation on property, plant and
equipment, by 148 million DM to
3,141 million DM. Since investment
activity increased heavily as against
the previous year but the cash flow
was impaired by the lower net inco-
me, in the year under review only
73.4% of investments could be fi-
nanced from the cash flow. To cover
the additional financial requirement
it was necessary to reduce liquid
funds. Depreciation equivalents co-
vered 49.1% of capital expenditures.

The balance sheet total of the Volks-
wagen Group rose in the year under
review by 3,119 million DM to 24,797
million DM. Distinct increases both

in fixed assets and investments and
in current assets were set against

an increase in outside capital.

Fixed assets and investments rose

in the report year on account of the
increased capital investment activity
by 1,791 million DM or 24.3%.
Whereas fixed assets and adjustment
items arising from initial consolidation
rose by 1,959 million DM, invest-
ments fell by 168 million DM. Current
assets increased by 1,328 million DM
(9.3%). Receivables and inventories
were up on the previous year,
whereas liquid funds showed a drop.

The reduction of stockholders’ equity
by 36 million DM to 6,162 million DM
was primarily due to the effects of
translation of currencies. At the end
of 1980 property, plant, equipment
and investments were 67.2%
covered (previous year 84.1%) by
stockholders’ equity. The increase

of outside capital by 3,155 mil-

lion DM (20.4%) to 18,635 mil-

lion DM pertained to the short-term
items.

Million DM Dec. 31, Dec. 31,
1980 1979
Assets
Property, Plant, Equipment
and Investments 9,1652 37% 7,3742  34%
Current Assets 15,6322 63% 14,3042 66%
24,7972 100% 21,6782 100%
Stockholders’ Equity and Liabilities
Stockholders’ Equity 6,162 25% 6,198 29%
Liabilities payable within
more than 4 years 4214 17% 3,973 18%
1 to 4 years 2,433 10% 2,796 13%
up to 1 year 11,988 48% 8 40%
24,7972 100% 21,6782 100%
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Development
of Short-term Liquidity

Million DM

Liquid funds, trade acceptances™
Securities, own stock?
Short-term receivables

and investments

(advance payments

not included)?

Short-term liabilities and
undetermined liabilities
(including liabilities in

reserves for special purposes)?

from current business

Net earnings

Depreciation of fixed assets and
write-down of investments and
disposals balanced with write-ups
Increase in provision for

old-age pensions

Increase in stockholders’ equity
in reserves for special purposes

from financial transactions
Dividend payments to the stock-
holders of Volkswagenwerk AG
and to minorities in 1980
Decrease in long and medium-
term liabilities

Decrease in other items

from uses of funds

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

Increase in inventories and
advance payments"

Increase in long and
medium-term receivables?

l_)ecrease in the
liquidity position

Dec. 31,
1980

3,971
1, 1151

3,955

11,792

Dec. 31,
1979

4,781
1,128

3,538

8,453

Increase
(Decrease)

(810)
28

417

3,339
(3,704)

In 1980 the decrease in the liquidity
position resulted from the following

(million DM):

321

2,447
358
15

(252)
(485)

(138)

(4,012)

(267)
(1,673)
(18)

3,141

(875)

(5,970)

(3,704)

Y Decreased by the amounts shown

under stockholders’ equity and
liabilities as allowance for doubtful
trade acceptances and accounts

2 Not including the amounts inten-

ded for distribution
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Balance Sheet

Assets

In the year under review the net
book value of Property, Plant,
Equipment and Intangible Assets
rose on the previous year’s figure
by 1,678 million DM to 8,326 mil-
lion DM. Evaluation of property, plant
and equipment was carried out on
the basis of acquisition or
manufacturing costs less ordinary
depreciation. Particularly in Germany
extraordinary depreciation permissi-
ble by tax law was provided for.
Beyond this there were only minor
extraordinary depreciations due to
economic conditions with regard

to Group companies.

Investments in property, plant and
equipment at 4,012 million DM were
1,390 million DM (53.0%) above
the preceding year's level. These
figures include the amount brought
forward from the company Volkswa-
gen Argentina S.A. included for the
first time. Not included in capital
investments were the amounts
brought forward from the Pertec
companies and the New Zealand
Triumph-Adler companies, acquired
in the previous year and shown un-
der additions to investments in sub-
sidiaries and affiliates in 1979. The
additions pertained 39.2% to Volks-
wagenwerk AG, 13.1% to V.A.G
Leasing, 8.3% to AUDI NSU AUTO
UNION AG and 7.9% to Volkswagen
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do Brasil. They mainly related to

the items plant and office equipment,
construction in progress, advance
payments to vendors and contractors
and machinery and fixtures. The
emphases of investment activity
were as in previous years the
further development of the product
range and renewal and extension

of the leasing and rental fleets espe-
cially at V.A.G Leasing. Disposals
resulted primarily from sales of used
leasing and rental vehicles.

Investments fell by 166 million DM
to 284 million DM. This related
mainly to Investments in Subsidiaries
and Affiliates and resulted from the
first-time inclusion of the Pertec
companies and the New Zealand
Triumph-Adler companies in the
consolidation. The book values of
subsidiaries and affiliates shown
here last year have been deducted
in the carried forward column for
January 1, 1980. Additions to in-
vestments in subsidiaries and affilia-
tes resulted in particular from depo-
sits by Volkswagenwerk AG in TAS
Tvornica Automobila Sarajevo and
Volkswagen of Nigeria. In addition
the item investments in subsidiaries
and affiliates included above all the
holdings of Volkswagenwerk AG

in the V.A.G Sales Centres and
Svenska Volkswagen AB.

Other Investment Securities consist
mainly of securities held by Volkswa-
gen do Brasil.

Long-term Loans Receivable with
an Initial Term of Four Years or
Longer primarily pertain to loans
granted by Volkswagenwerk AG and
Vorelco, Inc. Interest-free and low
interest bearing loans have been
discounted to their cash values.
Amounts of interest to be deducted
or added are shown under write-
downs and write-ups respectively.
The domestic companies continued
the loans in 1979 at the lower value
of the previous year.

Other Investments pertained mainly
to tax-privileged investments by
Volkswagen do Brasil.

Adjustment Items Arising from Initial
Consolidation show the existing
values in excess of the nominal va-
lue at the time of acquisition. They
mainly comprise the differential sums
arising from the consolidation of

the Triumph-Adler companies, AUDI
NSU AUTO UNION AG and inter-
Rent Autovermietung. Write-downs
made by Volkswagenwerk AG of

the book values of the holdings in
AUDI NSU AUTO UNION AG and
Volkswagen Bruxelles to take ac-
count of reductions in value were
deducted from the adjustment items.
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Inventories increased on the previous
year by 1,665 million DM (37.9%)

to 6,053 million DM. Increases oc-
curred particularly at Volkswagen

do Brasil, Volkswagen of America
and Volkswagenwerk AG. The first-
time consolidation of Volkswagen
Argentina and the Pertec companies
also contributed to this rise.

Of the Trade Accounts Receivable
43.8% pertained to domestic and
56.2% to foreign subsidiaries and
affiliates.

Trade Acceptances were primarily
shown by Volkswagen France and
Volkswagen of America.

Cash in Banks decreased by 838
million DM (18.1%) on the preceding
year to 3,785 million DM. Reductions
occurred in particular at Volkswa-
genwerk AG and AUDI NSU AUTO
UNION AG.

The portfolio of Securities in the
amount of 1,141 million DM was
held almost entirely by Volkswagen-
werk AG.

Own Stock remained unchanged
in the report year.

Miscellaneous Other Current Assets
consisted mainly of receivables result-
ing from financing of sales (customer
financing) and purchase financing
(dealer financing), and of claims

resulting from promissory notes
and registered securities, from tax
refunds and tax prepayments and
of interest receivable.

Under Prepaid and Deferred Expen-
ses the commission above all of
V.A.G Leasing was entered separa-
tely in the previous column.

Stockholders’ Equity and
Liabilities

The Consolidated Reserves com-
prised the reserve from capital stock
surplus, the reserve of the Group
arising from earnings and the ad-
justment items arising from initial
consolidation.

In the Reserve from Capital Stock
Surplus we have shown the pre-
miums of the legal reserve of Volks-
wagenwerk AG reduced by the ad-
justment items arising from currency
translation.

The Reserve of the Group Arising
from Earnings increased by 178
million DM (4.6%) to 4,038 mil-

lion DM. The main reasons for this
were allocations to reserves of
Volkswagenwerk AG and domestic
Group companies and the value
adjustments on holdings of Volkswa-
genwerk AG to be eliminated at con-
solidation. In addition this item
comprised mainly the Group's

share in the reserves and the net
earnings available for distribution

of the other companies included

in the consolidation, the amounts

of intra-Group supplies of property,
plant and equipment and inventories
which have to be eliminated and
discounts from interest-free loans
granted to housing construction
companies by Volkswagenwerk AG
neutralised during the consolidation.
Of the reserves of the companies
included in the consolidation 476
million DM were converted into capi-
tal stock up to the end of 1980.

Adjustment Items Arising from Initial
Consolidation represent the excess
of net worth over the cost at the
time of acquisition. They comprised
the differences from the consolida-
tion of Chrysler Motors do Brasil,
Volkswagen of South Africa and
Volkswagen Argentina.

Minority Interest in Consolidated
Subsidiaries mainly represented
minority interests in Volkswagen
do Brasil and the Triumph-Adler
sector.

Reserves for Special Purposes were
shown for Volkswagenwerk AG and
to a small extent for Volkswagen
France, VW Siedlungsgesellschaft
and AUDI NSU AUTO UNION AG.

The Allowance for Doubtful Trade
Acceptances and Accounts served
as security for covering the general
credit risk.
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Of the total Undetermined Liabilities
40.7% were long-term, 26.3% me-
dium-term and 33.0% short-term
liabilities.

Undetermined Liabilities in respect
of Old-age Pensions were based
on actuarial computations and in
principle the going value method
was used. They arose from the fi-
nancial statements of the domestic
Group companies.

Undetermined Liabilities for Mainten-
ance not Performed during Current
Year pertained mainly to Volkswagen-
werk AG and AUDI NSU AUTO
UNION AG.

Undetermined Liabilities for Warran-
ties without Legal Obligation were
mainly taken over from the financial
statements of Volkswagenwerk AG
and Volkswagen do Brasil.

Other Undetermined Liabilities pri-
marily consisted of provisions for
marketing costs, taxes, labour cost
and legal risks.

Liabilities with an Initial Term of
Four Years or Longer decreased
in particular through repayments
by Volkswagenwerk AG.

59.8% of Trade Accounts Payable

pertained to domestic, 40.2% to
foreign Group companies.
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Liabilities Resulting from the Accep-
tance of Bills Drawn and the Issuing
of Promissory Notes were shown
primarily in the financial statements
of Volkswagen do Brasil and Volks-
wagen Argentina.

Other Liabilities Due to Banks in-
creased primarily on account of
short-term loans taken up by Volks-
wagen of America and the Triumph-
Adler group by 2,107 million DM

to 4,791 million DM.

Advance Payments from Customers

were mainly shown at Volkswagen-
werk AG, and at production compa-
nies abroad.

Miscellaneous Other Liabilities per-
tain mainly to payroll accruals, taxes
and customs duties.

In addition to the Contingent Liabili-
ties shown on the balance sheet,
other liabilities which have to be
mentioned were as follows:

Of the total securities shown under

current assets 2 million DM par value

were pledged by Volkswagen-
werk AG. We are also liable for re-
funded deposits in limited partner-
ships (Kommanditgesellschaften)
in the amount of 2,046,980 DM.
Other liabilities existed towards a
cooperative and a limited liability
company in the amount of

135,600 DM; in addition in the case

of the limited liability company there
existed a co-liability in accordance
with § 24 GmbH-Gesetz (Limited
Liability Companies Act).
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Statement of Earnings

The figures contained in the 1980
consolidated statement of earnings
are not absolutely comparable with
those of the previous year on ac-
count of the extension of the scope
of consolidation.

Sales of the Volkswagen Group

rose in 1980 by 2,581 million DM
(8.4%) to 33,288 million DM. The
companies included in the consolida-
tion for the first time contributed

to this increase with 1,241 mil-

lion DM. The foreign share of sales
rose to 64.4 (59.3)%.

The Increase in Inventories in the
amount of 1,263 million DM related
in the main to production of Volks-
wagenwerk AG and Volkswagen
do Brasil.

The Gross Performance increased
by 10.6% or 3,351 million DM to
34,989 million DM.

The increase in Expenditures for

Raw Materials, Supplies and Other
Materials of 2,403 million DM (15.2%)
to 18,238 million DM mainly resulted
from the rise in purchasing prices

and the extension of the scope of
consolidation.

Income from Profit and Loss As-
sumption Agreements resulted from
the partial assumption of the profit
of the Deutsche Automobilgesell-
schaft by Volkswagenwerk AG.

Income from Investments in Subsi-
diaries and Affiliates stemmed al-
most exclusively from the financial
statements of Volkswagenwerk AG
and primarily pertained to our portion
of the profits of the Sales Centres.

Income from Other Financial Invest-
ments in the main resulted from
securities belonging to non-current
assets at Volkswagen do Brasil and
from loans granted by Vorelco, Inc.

Other Interest and Similar Income
comprised mostly interest income
of Volkswagenwerk AG and AUDI
NSU AUTO UNION AG and income
of financing companies.

Gains from Disposal of Fixed Assets
and Investments and Write-ups came
for the most part from the sale of
used vehicles by the rental compa-
nies and AUDI NSU AUTO

UNION AG.

Income from Elimination of Reserves
for Undetermined Liabilities no Lon-

ger Required was shown particularly

by Volkswagen of America, Volkswa-
genwerk AG, Volkswagen de Mexico
and AUDI NSU AUTO UNION AG.

Other Income resulted for the most
part from foreign exchange gains,
from the rebilling of advertising mate-
rial and sales promotion costs, from
rents and leasing and from the sale
of catering goods.

Expenditures for Wages and Salaries
rose on the previous year by 1,340
million DM (17.6%) to 8,961 mil-

lion DM. Wage tariff rises and the
higher average workforce contribu-
ted to this (cf. ““Workforce”, page
16).

Social Expenditures rose by 178
million DM to 1,291 million DM.

The rise in Pension Expenditures
and Voluntary Payments of 152
million DM to 530 million DM result-
ed mainly from increased allocations
to provisions for old-age pensions
at Volkswagenwerk AG.

Losses on Disposal of Fixed Assets
and Investments were minor in
amount and were shown primarily
by the domestic Group companies.

The increase in Interest and Similar
Charges of 165 million DM to 559
million DM was due to the additional
requirement of short-term outside
funds. The major proportion of interest
charges was shown in the financial
statements of the V.A.G Kredit Bank,
Volkswagen de Mexico, Volkswagen
of America and Volkswagen do Brasil.
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Taxes on Income, Earnings

and Property were down on the
previous year due to the declining
development of earnings.

Other Taxes were shown preponder-
antly by foreign Group companies.
Their main items were sales taxes
at Volkswagen Argentina and taxes
paid on the conclusion of financing
contracts by Volkswagen do Brasil.

Expenses under Profit and Loss
Assumption Agreements were incur-
red by Volkswagenwerk AG for one
domestic company.

The item Other Expenses comprises
primarily costs of repair and mainten-
ance, advertising and sales promo-
tion, foreign exchange losses, dis-
patch of products and rent and
leasing.

The Net Earnings were 321 mil-

lion DM, 346 million DM (51.9%)
less than in the previous year.
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Volkswagenwerk AG

Balance Sheet

Assets

Capital expenditures for Property,
Plant and Equipment were the highest
ever at 1,573 (989) million DM.

They were the expression of our in-
tensive efforts to develop and update
the existing product range and to
carry out restructuring and modern-
isation plans for the improvement of
production processes and working
conditions.

On account of the high capital
expenditures in the case of finished
property, plant and equipment the
additions including transfers from
construction in progress and advance
payments to vendors and contractors
rose by 566 (143) million DM to
1,400 (834) million DM. Of this 632
(401) million DM were for plant and
office equipment, 543 (340) million
DM for machinery and fixtures and
225 (93) million DM for real estate
and buildings.

Capital expenditures were distributed
over the individual plants as follows:

Notes to the

Financial Statements
of Volkswagenwerk AG

The gross book value of property,
plant and equipment at the end of
the report year was 12,255 (10,952)
million DM. After deduction of value
adjustments on this sum of 9,361
(8,617) million DM the net book
value of property, plant and equip-
ment was 2,894 (2,335) million DM.

Valuation of property, plant and
equipment was carried out on the
basis of acquisition or manufacturing
costs. In the ascertainment of manu-
facturing costs, payments to vendors
and contractors and regular deprecia
tion we proceeded in accordance
with the principles set out in the
1977 Annual Report. Grants made
from public funds for investments

in previous years have been shown
in the balance sheet as disposals.
For the treatment of the investment
grants received in 1980 in our ac-
counting the useful life of the assets
concerned was, as usual since 1978,
taken as a basis.

Extraordinary depreciation was
provided for on the benefiting
additions in 1980 in accordance with
§ 3 of the Border Area Promotion
Act. A small amount of extraordinary
depreciation was carried out in
accordance with § 6b EStG (Income
Tax Act) and for special tools for

a model no longer in production
and for plant no longer used.

The additions to Investments in Sub-
sidiaries and Affiliates shown under
Investments in the amount of 635
million DM resulted primarily from
the takeover of further shares in
TRIUMPH-ADLER Aktiengesellschaft
flr Blro- und Informationstechnik,
the acquisition of the remaining
shares in Chrysler Motors do Brasil
Ltda., acquisition of Chrysler Fevre
Argentina (renamed Volkswagen
Argentina S.A. in 1980) and the
capital increase at Volkswagen of
America, Inc. Further additions to
investments in subsidiaries and
affiliates related to contributions to
the V.A.G Kredit Bank GmbH, TAS
Tvornica Automobila Sarajevo, Volks-
wagen of Nigeria Ltd., VW Camions
et Bus S.A. founded in 1980, Deut-
sche Automobilgesellschaft mbH,
Volkswagen do Brasil S.A., and the
acquisition of holdings in Motor
Import S.A., Motor Peru S.A. and
Volkswagen of South Africa (PTY)
Ltd. The disposals resulted.from

the amalgamation of several more
Sales Centres.

The investments in subsidiaries and
affiliates were valued on the basis
of acquisition costs. The holding

in Chrysler Motors do Brasil Ltda.
was adjusted for reasons of the

loss situation at this company. Write-
downs on holdings in five other
mostly smaller foreign companies
were undertaken in order to take
account of the reduction in value
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at the balance sheet date. The write-
downs on investments in subsidia-
ries and affiliates of 112 million DM
pertained to additions during the
current year.

As in previous years Long-term
Loans Receivable with an Initial
Term of Four Years or Longer were
to an overwhelming extent granted
to housing construction companies
and Volkswagen employees. Loans
made up to December 31, 1954
under § 7c EStG were fully adjusted.

Loans made as of 1955 under § 7¢
EStG were discounted with the rate
of 5.5% required for tax reasons,
all other loans with 7%. The loans
were continued unchanged with
the amount of the discounted value
taking account of the annual repay-
ment rates. The write-downs on
loans in the amount of 10 million
DM pertained to additions during
the current year.

Inventories increased on the
previous year by 244 million DM.

The main reasons for this were
increases in labour and material costs
and higher stocks of unfinished

and finished products as a result of
developments in the economic

Regular and extraordinary deprecia-
tion are distributed over the
additions of 1980 as follows:

2

situation. Inventories were again
valued on the basis of the
principles explained in the 1977
Annual Report.

Trade Accounts Receivable in the
amount of 397 million DM represent-
ed 276 million DM due from foreign
customers and 121 million DM from
domestic customers. With a few
insignificant exceptions all amounts
due were paid.

Cash in Banks pertains mainly to
time deposits.

The portfolio of Securities increased
by 327 million DM through the pur-
chase of bonds in order to take
advantage of high interest rates.
The addition of fiscal year 1980 was
shown at cost of acquisition or its
lower market value; the securities
held at the end of 1979 were conti-
nued with the balance sheet value
of the preceding year. As security
for the continuous processing of
imported goods 2 million DM were
pledged in favour of the customs
authorities in Hanover.

The balance sheet value of Own
Stock was maintained. It was ac-
quired in the third quarter of 1971 in
conjunction with the increase of the
holding in AUDI NSU in order to

be able to fulfil the conversion offer
made to the shareholders of AUDI
NSU AUTO UNION AG. A total of

301,206 shares of nominal value
15,060,300 DM were bought at an
average stock exchange price of
190.04 DM. The nominal value of
own stock corresponds to 1.3%

of the capital stock. A reserve for
own stock was formed in 1979 in
the amount of 21 million DM in ac-
cordance with § 155 AktG in the
framework of the incorporation of
the 2nd EEC Directive in the German
Corporation Law.

Receivables from Subsidiaries and
Affiliates rose to a total of 433 million
DM. The increase resulted above

all from the rise in receivables due
from Volkswagen de Mexico S.A.,
Volkswagen France and V.A.G
Leasing GmbH. Against this there
was a fall in receivables due from
Volkswagen of America, Volkswagen
Canada and AUDI NSU AUTO
UNION AG. Of the total sum of re-
ceivables 959 million DM were from
domestic companies and 1,059 mil-
lion DM from foreign subsidiaries.
Value adjustments were made on
receivables in view of the inherent
risks relating to the rate of exchange
and currency transfers.

Miscellaneous Other Current Assets
were primarily claims from promis-
sory notes, registered securities
and sales tax refund claims and
interest receivable. The decrease in
miscellaneous other current assets
of 211 million DM mainly resulted
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from the fall in receivables from
promissory notes and registered
securities.

Stockholders’ Equity and Liabilities

The Capital Stock, the Legal
Reserve and the Reserve for
Own Stock remained unchanged
in the report year.

121 million DM were transferred

to Other Reserves from net earnings
for strengthening the stockholders’
equity.

The Reserves for Special Purposes
increased through the setting up

of a reserve in accordance with § 3
of the Foreign Investment Act for
an American Group company. As
required by law the reserves for
special purposes set up in previous
years were partially liquidated.

Allowance for Doubtful Trade Ac-
ceptances and Accounts was set
up with 8% as in the previous year
for loans with a term of four years
or longer, advance payments made,
receivables, trade acceptances and
miscellaneous other current assets.
Account was taken of the financial
risk associated with securities, with
the claims from promissory notes
shown in miscellaneous other current
assets, and registered securities,
through an allowance of 1%.

Allocation to Undetermined Liabil-
ities in respect of Old-age Pensions
was calculated in accordance with

§ 6a EStG using actuarial principles
and the going value method.

By far the largest proportion of Other
Undetermined Liabilities consists

of provisions for marketing expen-
ses, taxes and labour costs.

In the case of Liabilities with an
Initial Term of Four Years or Longer,
Loans decreased through the third
instalment of the loan issued in 1972
in the amount of 300 million DM

and from repayments in respect

of Liabilities Due to Banks. The de-
crease in the case of Miscellaneous
Other Liabilities is due to the repay-
ment of a loan.

The increase in Trade Accounts
Payable resulted in particular from
the increased volume of purchases
from domestic suppliers.

Other Liabilities Due to Banks de-
creased as the result of repayments.

Accounts Payable to Subsidiaries
and Affiliates increased mainly on
account of advance payments by

Volkswagen of America.

Miscellaneous Other Liabilities
primarily consist of obligations
from accrued wages and
salaries and other obligations

in respect of the workforce,
together with tax payments due.
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Statement of Earnings

The following calculation of the
Added Value in 1980 shows up in the
value increase in the Company and

its distribution.

Sources of added value
(million DM)

1979 1980
Gross performance as
shown in the statement
of earnings which is
drawn up in accordance
with AktG 24,685 25,623
plus other income 1,281 1,495
Total
performance 25,966 27,118
less expenditures 17,104 17,917
(of which material costs)  (15,137) (15,809)
less depreciation i
and losses SEEEE ST
on disposal 1,010 sial
= Added value 7,852 8,050
1979 1980
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Application of added value

(million DM)
1979 1980
7,852 8,050 Added value
of which
240 192 for stockholders
198 1719 for the Company
63 68 for creditors

1,748 118 for the State
5,608 6,534 for Company employees

for stockholders
for the Company
for creditors
for the State

for Company employees
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Sales increased by 923 million DM
to 25,180 million DM. This was es-
sentially the result of higher sales
of production parts to subsidiaries
and price increases. Exports were
14.9% up on the preceding year
and domestic sales — on account
of the general economic weakening
— 6.6% down. Of total sales 74.2%
came from the vehicle business,
7.6% from parts sales and 18.2%
from other sales.

Our Expenditures for Raw Materials,
Supplies and Other Materials were
672 million DM or 4.4% up on the
preceding year. The causes of this
increase were primarily materials
price increases and structural chan-
ges within the production programme
in favour of vehicles requiring a
greater amount of materials.

Income from Profit and Loss As-
sumption Agreements was received
from the domestic subsidiaries VW-
Versicherungsvermittlungs-GmbH,
WESER-EMS Vertriebsgesellschaft
mbH, VW-Siedlungsgesellschaft
mbH and Deutsche Automobilgesell-
schaft mbH.

Income from Investments in Subsi-
diaries and Affiliates mainly compri-
ses the dividends received from
Volkswagen do Brasil for 1979 and
our portion of the net income of

the domestic Sales Centres for 1980.

Income from Other Financial Invest-
ments consists primarily of interest
on loans granted.

Other Interest and Similar Income
consists above all of income from
cash in banks and securities, and
current account credits to
subsidiaries.

Gains from Disposal of Fixed Assets
and Investments resulted from the
repayment of building loans and

the sale of machines and special
tools.

Income from Reduced Allowance
for Doubtful Trade Acceptances
and Accounts resulted mainly from
the decrease in receivables on the
previous year.

Income from the Elimination of
Reserves for Undetermined
Liabilities came above all from
provisions for labour cost and
marketing expenses no longer
required.

Income from the Elimination of
Reserves for Special Purposes
resulted from eliminations carried
out in accordance with statutory
requirements.

Other Income comprises for the
most part taxes rebilled to subsidia-
ries and affiliates, foreign exchange
gains from current account, revenues

from the sale of catering goods and
from rebilling of services and war-
ranty costs.

Labour cost rose in the year under
review by 925 million DM or 16.5%
to 6,534 million DM (cf. report sec-
tion ““Workforce”, page 39). This
increase in expenditures for Wages
and Salaries and Social Expenditu-
res, Pension Expenditures and Vo-
luntary Payments on the previous
year resulted in the main from wage
tariff increases and the rise in the
average workforce.

Depreciation of Fixed Assets and
the Write-down of Financial Invest-
ments have already been explained
in connection with the corresponding
balance sheet items.

Interest and Similar Charges result-
ed for the most part from long-term
loans received and the 300 million
DM loan of 1972.

Taxes on Income, Earnings and
Property essentially related to taxes
on earnings in the current year.

Expenses under Profit and Loss
Assumption Agreements stemmed
above all from the profit and loss
assumption agreement with V.A.G
Marketing Management Institut
GmbH, Brunswick.

75



Volkswagenwerk AG

Additions to Reserves for Special
Purposes exclusively comprise trans-
fers to reserves in accordance with

§ 3 of the Foreign Investment Act.

The main items of Other Expenses
were marketing expenses, outside
services and materials for the main-
tenance of our plants, foreign ex-
change losses from current account
and advertising and sales promotion
costs.
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Additional Details

In addition to the Contingent Liabili-
ties shown on the balance sheet
we were liable for 11,125,000 DM
in connection with deposit obliga-
tions in domestic companies with
limited liability. We were further
liable for received back capital
invested in limited partnerships in
the amount of 2,787,980 DM.

In the year under review the differ-
ence in accordance with § 160, sec-
tion 2, sentence 5 AktG, which redu-
ced the net earnings, amounted

to 220,412,740 DM. This sum
resulted mainly from the depreciation
in accordance with § 3 of the Border
Area Promotion Act and considera-
tion of the risks inherent in holdings.

Remuneration of the Board of
Management in 1980 amounted

to 8,582,795 DM. Retired members
of the Board of Management or their
beneficiaries received 3,937,687 DM.

Remuneration of the Supervisory
Board amounted to 330,582 DM.



Since our Annual Report is intended
to be read by as wide a circle

as possible, and some of the
technical terms used in it may

not be generally known, we should
like to explain them. We make

no attempt to be comprehensive,

nor do we claim scientific exactitude.

Rather we wish to indicate the
interpretations current within the
Company.

Explanations of
Selected Terms
from the Annual
Report

Added value: The increase in
value achieved by a company

in a period (added value) is cal-
culated at Volkswagenwerk AG

as follows: Gross performance

as shown in the statement of
earnings + other income — expendi-
tures (predominantly material

costs) — depreciation and losses
from disposals.

Additions: Every actual quantitative
addition of items in the fixed assets
and investments (physical alteration
of the fixed assets and investments)
is designated as an addition. Addi-
tions can only be shown as such

in the accounting period in which
the quantitative addition in the

fixed assets and investments
actually occurred.

Adjustment items arising from
initial consolidation: The difference
resulting when the acquisition

costs of a holding in a group
company do not correspond to

the capital to be consolidated
available at the time of acquisition
(capital stock, reserves, profit

or loss). The resulting sum is

shown in the balance sheet under
““Adjustment items arising from
initial consolidation”. Thus for
example an adjustment item on

the assets side can contain valuation
reserves in acquired group compa-
nies or future profits already con-
tained in the acquisition price.

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

Allowance for doubtful trade
acceptances and accounts:

In order to cover the general credit
risk attaching to the receivables,

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

Authorised capital: Authorised
capital is one of the four forms

of capital increase provided for

in the Corporation Law and compri-
ses the authorisation of the Board

of Management by the Annual
Meeting of Stockholders to increase
the capital stock of the company
within @ maximum of five years

by up to an agreed nominal value
through the issue of new shares.

The conditions and the exact

date of the share issue are decided
by the Board of Management

after approval by the Supervisory
Board. Since a further resolution

of the Annual Meeting of Stockhol-
ders directly prior to the increase
of capital stock is not necessary,
the authorised capital represents

a flexible instrument for capital
raising as far as the time of the
increase is concerned which makes
it possible to adapt the time and
conditions swiftly to the situation
on the capital market at any given
point. At the Annual Meeting of
Stockholders of 1979 the Board

of Management was authorised

to increase the capital stock of
Volkswagenwerk AG from the
present 1,200 million DM to up

to 1,500 million DM through the
issue of new bearer shares up

to June 30, 1984. The stockholders
are to have subscription rights.

Capital investments: These

are additions of property, plant

and equipment for long-term use

— e.g. real estate, machines and
plant and office equipment.

They also include additions of
intangible fixed assets such as
patents and licences, and also
financial investments such as

the acquisition of shares, limited
liability company holdings and bonds.
The consolidated financial statements
also include under additions for
example the fixed assets and in-
vestments of companies included

in the consolidation scope for the
first time and an increase of the
adjustment items arising from initial
consolidation.

Cash flow: This is the sum of
money available to a company

for financing purposes in any

fiscal year from the sales

proceeds after deduction of expen-
ses such as material, labour and
other costs. In practice it is ascertai-
ned in different ways. At Volks-
wagenwerk AG it is ascertained
thus: Net earnings + provision
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for depreciation of fixed assets

and write-down of investments

— write-ups + disposals of property,
plant, equipment and investments
+/— increase/decrease in provision
for old-age pensions +/— increa-
se/decrease of stockholders’
equity in reserves for special
purposes.

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

Consolidation: This is the integra-
tion of the individual financial
statements (balance sheets and
profit and loss accounts) of the
legally independent group compa-
nies being consolidated into a
group financial statement, setting
off intra-group transactions to

avoid double counts. The following
items have to be set off: equity
capital of the subsidiary against

the corresponding item “Investments
in subsidiaries and affiliates” of

the parent company (capital consoli-
dation), receivables against liabilities
(debt consolidation) and expenses
of the one company against the
corresponding income of the other
group company, where necessary
eliminating inter-company profits
(expenses and income consolida-
tion).

Contingent liabilities: These

are liabilities whose reason and
extent are known but where it

is uncertain whether the company
will have to meet them. For example
guarantees are shown in these
sums. Because this kind of liability
has as yet no fixed character,

it is shown outside the actual
balance sheet structure.

Current assets: All assets which
do not serve the longer-term
business operation and are not
advance payments for expenses
of the following year (prepaid
and deferred expenses) are referred
to as current assets. In principle
these include all objects which
are to be used up, processed

or disposed of. Current assets
are subdivided into the groups
“Inventories” and “Other current
assets’’. The assets under these
headings are characterised by
the fact that they have a relatively
fast turnover.
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Deferred income/Prepaid and
deferred expenses: Revenues

or expenditures of the company
which do not result in income

or expenses until after the balance

sheet date (e.g. rent paid in advance).

Depreciation (Value adjustments):
By means of depreciation the
acquisition or manufacturing costs
of items making up the fixed assets
are distributed over the accounting
periods (fiscal years) in accor-
dance with their planned useful

life. In addition to these regular
depreciations there are extraordinary
depreciations for covering unfore-
seen value-reducing factors and

for tax purposes. Such depreciation
can for example take account

of the obsolescence of machinery
as a result of technical progress.

Disposals: The statement of
reductions in fixed assets and
investments presupposes the
(physical) disposal of assets in
particular through sale, demolition
or scrapping. Higher or lower
proceeds compared with the book
values can thus be achieved;

the difference between proceeds
and book value is shown in the
statement of earnings under gains
or losses on disposal of fixed
assets and investments.

Fixed assets and investments:
These include all items which

on the day of accounting are intend-
ed to serve the operation of the
company over the longer term.
These also include intangible
assets (e.g. licences, patents,
rights).

Gross performance: This is

the performance which has been
achieved by a company during

a given period and consists mainly
of the sales proceeds. Along with
this the gross performance includes
changes of inventories of the
products and the other self-produced
assets.

Intangible fixed assets: Rights
acquired against payment, e.g.
concessions, licences and patents.

Inventories: These comprise
raw materials and supplies, work
in progress, finished products

and goods. Raw materials are

all materials which go direct into
the product as essential compo-
nents; auxiliary materials are only
minor components of the product;
supplies (e.g. lubricants) are not

a part of a product but are necessary
for its manufacture. “Goods”

are all objects which have been
purchased from outside and dis-
posed of without processing or re-
working. At Volkswagenwerk AG
for example these include the
vehicles assembled by Volkswagen
Bruxelles.

Investments in subsidiaries

and affiliates: These are holdings

in other companies (stock companies
or unincorporated companies)

which were acquired with the
intention of a longer-term participa-
tion.

Liquid funds: These are the
financial assets of a company
which are available at all times.
They include trade acceptances,
cheques, cash on hand, deposits
at the Federal Bank and in postal
checking accounts, cash in banks,
securities and own stock.

Liquidity: The company’s ability

to meet its financial obligations
whenever they are due. In order

to secure constant ability to pay

it is necessary to match incoming
payments and obligations to pay

in such a way that the inflow and
outflow balance as far as possible.
Since in practice this target can

only be approached, every company
is forced for reasons of security

to hold a liquidity reserve the
amount of which is determined

by the type of business, the structure
of the company, the production
programme, the economy and

the state of business.

Loans receivable in accordance
with §§ 89 and 115 of AktG
(Corporation Law): This includes
loans to members of the Board

of Management, senior executives
and persons on a level with this
group, and loans and advances

to members of the Supervisory
Board. This obligatory statement
also includes loans to companies
in whose statutory bodies a member
of the Board of Management or



Supervisory Board of the loan-provi-
ding company is represented.

Maintenance of capital: This

is the maintenance of equity-financed
assets taking account of price
increases. The aim of capital
maintenance is to show as profit
only the sum which is not required
for the reacquisition of plant neces-
sary for production even with

rising prices and to avoid showing
so-called “fictitious profits’’.

Material, wages and overhead
capitalised as additions to plant
and equipment: These are for
example self-produced plant and
tools. They are shown in the state-
ment of earnings under the income
item “Material, wages and overhead
capitalised as additions to plant

and equipment” since the expenses
arising from the production of

the company-constructed assets
(wages, materials etc.) are contained
in the corresponding items in

the statement of earnings.

Minority interest in consolidated
subsidiaries: If outside (non-group)
parties have an interest in the com-
panies included in the consolidated
financial statements, then a
“Minority interest in consolidated
subsidiaries’ has to be shown
separately in the consolidated
balance sheet for their share in

the capital, reserves and profit/loss.
This adjustment item is necessary,
since all assets and liabilities

of the group companies are included
in the balance sheet in full although
they only belong partially to the
group companies. For example
under this item the Volkswagen
Group balance sheet has to show
the minority interests that exist

in Volkswagen do Brasil and
TRIUMPH-ADLER Aktiengesellschaft.

Net earnings: The sum is arrived

at mathematically from the difference
between all income and expenses
and represents the result of the
year under review before transfers
to or from reserves.

Net earnings available for distri-
bution: This is the distributable
profit of a company which is left
after transfer to or from reserves
from the net earnings and taking

account of net earnings (loss)
brought forward. It forms the basis
for the Annual Meeting of Stock-
holders’ resolution as to the dividend
to be distributed.

Net earnings brought forward:
This is what remains of the net
earnings available for distri-
bution in accordance with

the resolution of the Annual
Meeting of Stockholders and is
carried forward to the new year.

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

In addition on the basis of the
DVFA result (result according

to the German Association for
Financial Analysis and Investment
Consultancy) a modified “net
earnings per share” figure is ascer-
tained. This result is calculated

on the basis of a scheme prescribed
by the DVFA. The aim is to arrive

at a figure adjusted to take account
of various influences which permits
of both a period and an inter-
company comparison and represents
an aid for investment consultancy.

It is not however to be understood
as a profit figure because certain
amounts of outside capital which
cannot be distributed, especially
the increase in provision for old-age
pensions, are also included in the
calculation. For this reason the
DVFA result cannot be a yardstick
for the amount of the dividend.

In many cases the price-earnings
ratio is determined on the basis

of the net earnings per share.
This figure is the ratio of the
stock exchange value of a share
to the net earnings per share

and indicates at what multiple

of the result a share is traded

on the stock exchange. The price-
earnings ratio thus gives an idea
of the fairness of price of a share,
although this yardstick is only

of value in period or inter-company
comparisons. The DVFA result

is also often used as a basis for
this ratio instead of the net
earnings.

Own stock: This represents that
part of the share capital of a com-
pany which the company has
acquired itself and is shown in

the current assets with the ac-
quisition costs or the possibly lower
stock exchange value. The Corpora-
tion Law makes the acquisition of
own stock dependent on the exis-
tence of certain preconditions

and limits it to 10% of the capital
stock. Thus the own stock of
Volkswagenwerk AG for example
was acquired in 1971 in conjunction
with the conversion offer to the
shareholders of the AUDI NSU
AUTO UNION AG.

Provision for old-age pensions:
These are set up on the basis

of actuarial computations. Precondi-
tion for the setting up of a provision
for pensions is a promise of pension
on the basis of which the company
employee has a legal claim to
continued or once-only pension
payments when he retires from
work.

Receivables from subsidiaries
and affiliates: All receivables
from subsidiaries and affiliates
have to be shown separately in
the balance sheet. These companies
are legally independent companies
which are defined in detail in the
Corporation Law. One example

of this in Volkswagenwerk AG’s
financial statements is AUDI NSU
AUTO UNION AG.

Reserves: These are a part of

the stockholders’ equity shown

on the liabilities side of the balance
sheet and are subdivided into

legal and other reserves. Transfers
to reserves are made either by
payments by stockholders (e.g.

the premium payable on the issue
of new shares for the capital increase
of Volkswagenwerk AG) or

by transfers from the net earnings.
Whilst allocations to the legal
reserve are regulated by the Corpo-
ration Law, the company managing
bodies or the stockholders decide
on the formation of other reserves.
Allocations to reserves from net
earnings permit whole or partial
maintenance of self-financed assets
(maintenance of capital) and thus

in the long term lead to a higher
intrinsic value of the company.
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Reserve for own stock: In accord-
ance with the Capital Protection
Directive of the European Commu-
nity of December 13, 1976 and
the additional § 150a of the Corpo-
ration Law Volkswagenwerk AG
set up in the report year a reserve
for own stock. This reserve, which
had to be set up by 1980 in the
amount of the book value shown
on the assets side of the balance
sheet for own stock in accordance
with § 155 AktG — as a rule the
acquisition costs and incidental
acquisition costs — serves in the
sense of protection of creditors
the safeguarding of stockholders’

equity.

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

assets of the company being
reduced by the sum of these
shares and thus an indirect re-
payment of liable equity capital to
the stockholders.

Reserves for special purposes:
In certain circumstances tax law
provides the possibility of setting
up a tax-free reserve which in
later years has to be liquidated

in such a way as to affect results
and increase earnings. When

such reserves are adopted in

the financial statements then they
must be shown separately after
the free reserves in the “Reserves
for special purposes”. It must

be indicated under which statutory
provisions these reserves were
set up (e.g. reserve for investments
in developing countries in accord-
ance with § 1 of the Developing
Countries Tax Act).

Sales: In the case of a group this
refers to the sales proceeds ad-
justed for internal transactions —

i.e. transactions between the indivi-
dual consolidated group companies.
Transactions conducted for example
between Volkswagenwerk AG and
AUDI NSU AUTO UNION AG

have within the Group the

character of supplies between
legally dependent plants.
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Sales to the dealer organisation;
deliveries of vehicles to custo-
mers: In the Annual Report of
Volkswagenwerk AG figures

are given both for deliveries of
cars to customers and for sales

to the dealer organisation. Sales
to the dealer organisation means
Volkswagen Group vehicles sold
to the Volkswagen and Audi outlets
not belonging to the Group.
Deliveries to customers means
vehicles sold by the dealerships
to final consumers.

Subsidiaries and affiliates: See
““Receivables from subsidiaries
and affiliates’'.

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

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

Write-ups: These serve to reverse
earlier extraordinary depreciation.
Furthermore sums relating to

the accumulation of interest are
shown in the write-ups column
which are corrections of value
adjustments (i.e. earlier discounts)
in the case of interest-free and
low-interest loans.



The Volkswagen Group

Assets

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

Real estate and land rights

with office, factory and

other buildings

with residential buildings

without buildings
Buildings on leased real estate
Machinery and fixtures
Plant and office equipment
Construction in progress and advance
payments to vendors and contractors
Trademarks and the like

B. Investments

Investments in subsidiaries and affiliates
Other investment securities
Long-term loans receivable with
an initial term of four years or longer
Par value at Dec. 31, 1980
267,164
of which secured by mortgages
108,492
loans in accordance with § 89 AktG
840
loans in accordance with § 115 AktG
125
Other investments

C. Adjustment ltems Arising from Initial Consolidation
Current Assets

A. Inventories

B. Other Current Assets

Advance payments to suppliers
Trade accounts receivable

of which amounts due in more than one year
Trade acceptances

of which acceptances discountable at German Federal Bank
Cheques on hand
Cash on hand, deposits at the German Federal Bank
and in postal checking accounts
Cash in banks
Securities
Own stock (par value at Dec. 31, 1980 15,060)
Receivables from subsidiaries and affiliates

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

Prepaid and Deferred Expenses
Discount on loans

Other items
of which commission

Jan. 1,
1980

2,668,294
401,053
146,590

22,885
944,544
1,796,591

660,436 -

7,362
6,647,755

78,4887
15,854

145,105

1,213
240,660
6,888,415

11972

34,194

25,622

81,891

Amounts

brought
forward®

52,925

442
17,778
34,814

5,382
622
111,963

797

97
894
112,857

323,534
8,447
13,006
15,972
824,054
1,673,880

1,093,423
766

3,953,082

29,960
4,352

50,449

12,672
97,433
4,050,515

Additions

‘Disposals

13,508
4,892
950

3

4,506
276,699

23,102
16
323,676

1,659
1,099

18,270%

333
16,361
340,037

Transfers

126,994
228
(3,983)
16,696
110,976
273,175

(525,211)
1,125

116

(116)

Write-ups

422

425

425

Depreciation

219,230
17,238
1,086
4,001
657,982
1,100,321

59,883
3,273
2,063,014

13,568
5,163

10,587

9,343
38,661
2,101,675

Consolidated Balance Sheet of the Volkswagen Group
December 31, 1980

Thousand DM

Dec. 31,
1980

2,939,009
387,598
153,577

51,991

1,234,864

2,401,440

1,151,045
6,586

8,326,110

94,018
14,060

172,119

4,193
284,390
8,610,500

566,548
9,177,048

6,053,349

10,407
3,784,888
1,141,021

21,235

26,135

981
3,060,808

15,582,596

8
196,661

196,669

24,956,313

Dec. 31,
1979

2,668,294
401,053
146,590

22,885
944,544
1,796,591

660,436
7,362
6,647,755

288,034
15,854

145,105

11,213
450,206
7,097,961

285,537
7,383,498

4,388,358

14,653
1,058,135

115,193
44,709

5,045
4,622,705
1,122,855

21,235

2,019

365
2,942,762
14,338,034

75
119,119

119,194
21,840,726

Capital Stock of Volkswagenwerk AG

Consolidated Reserves

Reserve from capital stock surplus”

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

Minority Interest in Consolidated Subsidiaries
in net earnings
in loss

Reserves for Special Purposes

Reserve for investment in developing countries in
accordance with § 1 of the Developing Countries Tax Act
Reserve for price increases in accordance with §74

of the Income Tax Regulations

Reserve in accordance with § 1 of the

Foreign Investment Act

Reserve in accordance with § 3 of the

Foreign Investment Act

Reserve in accordance with § 6b of the Income Tax Act
Reserves in accordance with French legislation
Reserve for replacement in accordance with

section 35 of the Income Tax Directives

Allowance for Doubtful Trade Acceptances
and Accounts

Undetermined Liabilities

Old-age pensions

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

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

Of which amounts due within four years

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

Deferred Income

Net Earnings Available for Distribution
Contingent liabilities with respect

to trade acceptances

Contingent liabilities with respect to guararniees
Other contingent liabilities

Stockholders’ Equity and Liabilities

14,401
3,666

210,000
260,652
70,912

508,502

51,686
18,617
46,284

4,625,763
208,714

286,675

159,061

111,682

7,277,913

9.274,674
61,457

193,002

24,956,313

Dec. 31,
1979

1,200,000

635,245
3,860,335
14,037
4,509,617
390,237

140,960
36,988
7,568
51,484
3,009
11,555
59
251,623
162,747

2,749,260
54,607
9,725
3,951,278
6,764,870
499,725
1,012,481
316,309

1,828,515

1,775,299
349,978
2,684,022
49,106
163

1,596,984
6,455,552

37,370

240,195

21,840,726

1) These items include the legal reserve of the Volkswagenwerk AG in the amount of 843,387,000 DM.
2) The alteration resulted from the first-timg consolidation of subsidiaries and affiliates.

3 Offset with foreign exchange adjustmenis in the amount of 5,975,544 DM.

4 Amounts brought forward of companies consolidated for the first time

Consolidated Balance Sheet — Volkswagen Group



The Volkswagen Group

Consolidated Statement of Earnings of the Volkswagen Group

Year ended December 31, 1980
Thousand DM

Sales
Increase in inventories

Material, wages and overhead capitalised as additions to plant and equipment
Gross Performance

Expenditures for raw materials, supplies and other materials

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

Income from profit and loss assumption agreements
Income from investments in subsidiaries and affiliates
Income from other financial investments
Other interest and similar income
Gains from disposal of fixed assets and investments and write-ups
Income from reduction of allowance for doubtful trade
acceptances and accounts
Income from elimination of reserves for undetermined
liabilities no longer required
Income from elimination of reserves for special purposes no longer required
Other income
of which extraordinary income

Wages and salaries
Social expenditures — compulsory
Pension expenditures and voluntary payments
Depreciation of fixed assets and intangibles
Write-down of financial investments (in 1979 including investments
in consolidated companies)
Write-down of other current assets and
provision for doubtful trade acceptances and accounts
Losses on disposal of fixed assets and investments
Interest and similar charges
Taxes

a) on income, earnings and property

b) other

Share-the-Burden Property Levy

Expenses under profit and loss assumption agreements
Additions to reserves for special purposes

Other expenses

Net Earnings
Volkswagenwerk AG’s net earnings brought forward
Change in consolidated reserves

Transferred from reserves

Transferred to reserves

Minority interest in net earnings of consolidated subsidiaries
Minority interest in losses of consolidated subsidiaries

Net Earnings Available for Distribution

" In the case of alterations to the items shown we have adjusted
the figures for the previous year.

Wolfsburg, March 23, 1981
Volkswagenwerk Aktiengesellschaft

The Board of Management

1980 1979

33,288,039 30,706,941
1,262,484 586,058
31,292,999
344,614

<0

34,988,719 31,637,613
18,238,367 15,834,894
15,802,719

175
51,369
19,876

853,123
85,203

159,602
16,786
695,528

104,657
2,396,168 1,881,662
19,146,520 17,684,381
8.9 33 7,621,886
1,112,621
377,986
1,582,013

38,661 114,203

174,569
27,464
393,534

1,329,261 2,003,836
70,414 76,188
399,675 2,080,024

831

367 69

41,169
3,831,053 3,490,820
18,825,461 17,017,189

321,059 667,192
3,207 2,869
670,061

)/

59,624 153,417
180,153 596,568
120,529 443,151

32,158
3,666 45,443

193,002 240,195

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

Hanover, March 23, 1981
TREUARBEIT Aktiengesellschaft
Wirtschaftspriifungsgesellschaft Steuerberatungsgesellschaft

Prof. Dr. Forster Dr. Tubbesing
Wirtschaftspriifer Wirtschaftspriifer
(independent auditors)

Consolidated Statement of Earnings — Volkswagen Group



Volkswagenwerk AG

Volkswagenwerk AG

Balance Sheet December 31, 1980

Assets
Jan. 1, 1980
DM
Fixed Assets and Investments

A. Property,
Plant and Equipment

Real estate and land rights
with office, factory and

other buildings 1,156,468,393

with residential buildings 7,973,166
without buildings 36,222,634
Buildings on leased real estate 10,280,647
Machinery and fixtures 329,699,264
Plant and office equipment 495,865,764
Construction in progress 245,346,324
Advance payments to vendors and contractors 52,811,173
including amounts to subsidiaries and affiliates
DM 8,391,836
2,334,667,365

B. Investments

Investments in subsidiaries and affiliates 1,684,810,476
Other investment securities 1
Long-term loans receivable with
an initial term of four years or longer
Par value at Dec. 31, 1980
DM 239,948,898
of which secured by mortgages
DM 141,839,238
subsidiaries and affiliates
DM 97,982,965
loans in accordance with § 89 AktG
DM 625,600
loans in accordance with § 115 AktG
DM 95,775

110,427,808

1,795,238,285
4,129,905,650

Current Assets
A. Inventories

Raw materials and supplies
Work in progress
Finished products

B. Other Current Assets

Advance payments to suppliers
Trade accounts receivable

of which amounts due in more than one year DM N
Trade acceptances

of which acceptances discountable at

German Federal Bank DM T}
Cash on hand and deposits in postal
checking accounts
Cash in banks

Securities
Own stock (par value at Dec. 31, 1980: DM 15,060,300)

Receivables from subsidiaries and affiliates
Miscellaneous other current assets

Prepaid and Deferred Expenses

Additions

DM

181,101,235
188,298
55,168
7,328,727
507,606,545
458,916,434
274,324,066
143,243,273

1,572,763,746

635,382,780

43,240,550

678,623,330
2,251,387,076

Disposals

DM

887,444

9,529

2,014,209
742,443
9,715,588
451,674

18,820,887

897,000

24,999,251

25,896,251
39,717,138

Transfers

DM

34,013,311

92,721
(343,530)
2,657,855
35,425,560
172,743,974
(214,469,650)
(30,120,241)

Depreciation

DM

132,904,298
335,776

2,139,116
436,869,824
368,167,686

38,900,000
20,000,000

999,316,700

111,798,480

9,862,107

121,660,587

1,120,977,287

Dec. 31, 1980

DM

433,847,336
758,616,043
256,585,152
145,482,531

2,894,293,524

o
n
o
~
~
~
)

118,807,000

2,326,304,777
5,220,598,301

“

537,329,616
879,021,804
842,703,489
2,259,054,909

24,729 435
397,159,987

2,195 667

5,180,109
2,454,205,320
1.128,865,054

21,234,776
2,018,346,342
607,255,333
6,659,472,023

8,018,526,932

77,895

14,139,203,128

Dec. 31, 1979
Thousand
DM

1,156,468
7,973
36,223
10,281
329,699
495,866
245,346
52,811

2,334,667

1,684,810

110,428

1,795,238
4,129,905

609,011
726,440
680,061
2,015,512

24,336
451,540

7,431

1,074
3,209,730
801,580
21,235
1,585,609
818,574
6,921,109
8,936,621

39

13,066,565

Capital Stock
Reserves

Legal reserve
Reserve for own stock

Other reserves

Jan. 1, 1980
Transfer from net earnings

Reserves for Special Purposes

Reserve for investments in developing countries in accord-
ance with § 1 of the Developing Countries Tax Act
Reserve for price increases in accordance with § 74 of the

Income Tax Regulations
Reserve in accordance with §§ 1 and 3 of the
Foreign Investment Act

Allowance for Doubtful Trade
Acceptances and Accounts

Undetermined Liabilities

Old-age pensions

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

Liabilities with an Initial Term
of Four Years or Longer
Loans

of which secured by mortgages
Due to banks

of which secured by mortgages
Other liabilities

Of which amounts due within four years

Other Liabilities

Trade accounts payable

Due to banks

Advance payments from customers

Accounts payable to subsidiaries and affiliates
Miscellaneous other liabilities

Deferred Income

Net Earnings Available for Distribution

Contingent liabilities with respect to
trade acceptances

Contingent liabilities with respect to guaranty obligations

Contingent liabilities with respect
to warranty contracts

Stockholders’ Equity and Liabilities

DM

1,734,179,345

121,000,000

27,500,000

305,956,252

794,998,147

2,702,408,519

417,532,340

Dec. 31, 1980

DM

1,200,000,000

1,855,179,345

2,719,801,121

29,759,692

109.104.877

260,879,519

72,468,000

1,069,992

952 <]

3,573,355,123
368,602

193,001,720

14,139,203,128

Dec. 31, 1979
Thousand
DM

1,200,000

843,387 -

21,235

1,734,179
2,598,801

140,960
32,798
59,052

232,810

77,625

2,223,127

34,700
5,850
3,047,358
5,311,035

240,000
270,000

51,540
561,540

911,571
669,795
30,823
152,682
1,079,343
2,844,214

345

240,195

13,066,565

Balance Sheet — Volkswagenwerk AG



Volkswagenwerk AG

Statement of Earnings
of Volkswagenwerk AG

Year ended December 31, 1980

1980 19791
DM DM Thousand DM
Sales 25,180,067,251 24,257,227
Increase in inventories 24501156875 240354
Wig 25,425,078,826 24,497,581
Material, wages and overhead capitalised as additions to plantand equipment 197,936,980 187,760
Gross Performance 25,623,015,806 24,685,341
Expenditures for raw materials, supplies and other materials __15,809,408,368 15,137,138
Excess of Gross Performance over Expenditures for Raw Materials, etc. 9,813,607,438 9,548,203
Income from profit and loss assumption agreements 10,956,709 66,196
Income from investments in subsidiaries and affiliates 107,562,735 103,743
Income from other financial investments 1,857,733 1,214
Other interest and similar income 473,306,951 365,544
Gains from disposal of fixed assets and investments 20,624,216 19,244
Income from reduction of allowance for doubtful trade
acceptances and accounts 5,157,000 -
Income from elimination of reserves for undetermined liabilities no longer required 75,985,252 77,849
Income from elimination of reserves for special purposes no longer required 22,130,267 16,786
Other income 776,862,432 629,939
of which extraordinary income 42,548,693
1,494,393,295 1,280,515
11,308,000,733 10,828,718
Wages and salaries 5,406,637,723 4,704,553
Social expenditures — compulsory 728,114,603 642,695
Pension expenditures and voluntary payments 398,740,092 260,924
Depreciation of fixed assets 999,316,700 705,736
Write-down of financial investments 121,660,587 208,306
Write-down of other current assets and provision
for doubtful trade acceptances and accounts 28,776,635 94,5642
Losses on disposal of fixed assets and investments 662,531 890
Interest and similar charges 68,360,521 63,089
Taxes
a) onincome, earnings and property 1,133,652,824 1,738,791
b) other ] 3,322,316 L TE3BES
1,136,975,140 1,742,376
Share-the-Burden Property Levy 2 689
Expenses under profit and loss assumption agreements 1,052,276 4,551
Additions to reserves for special purposes 50,200,000 36,272
Other expenses 2,056,709,582 1926219
10,997,206,390 10,390,842
Net Earnings 310,794,343 437,876
Net earnings brought forward from previous year 38,207,377 2,868
314,001,720 440,744
Transfer from the reserve for the Share-the-Burden Property Levy — 686
314,001,720 441,430
Transfer from net earnings
a) tothe reserve for own stock = 21,235
b) to other reserves 121,000,000 180,000
121,000,000 201,235
Net Earnings Available for Distribution 193,001,720 240,195
"I the case of alterations to the items shown we have adjusted the figures for :he previous year.
During 1980 pension payments amounted to DM 58,240,678 ; According to our legally required audit, the accounting, the financial
payments during the next five years will be approximately 112, 126, statements and the annual report comply with statutory provisions and the
129, 133, 145 % of this amount. Company's articles of association.
Hanover, March 23, 1981
TREUARBEIT Aktiengesellschaft
Wolfsburg, March 23, 1981 Wirtschaftspriifungsgesellschaft Steuerberatungsgesellschaft
Volkswagenwerk Aktiengesellschaft Prof. Dr. Forster Dr. Tubbesing
Wir‘[schaf‘[sprufer Wirtschaftspriifer

The Board of Management (independent auditors)

Statement of Earnings — Volkswagenwerk AG
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In the case of alterations to the
items shown we have adjusted
the figures for the previous year.

Decreased by the amounts shown
under liabilities as allowance for
doubtful trade acceptances and
accounts (investments as of 1979)

Including stockholders’ equity in
reserves for special purposes

Excluding shares in net earnings
to be distributed

Including outside capital in
reserves for special purposes

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

(incl. bonus)

Up to 1976 only amounts
intended for distribution

Not comparable with other years
because of loss brought forward

The Volkswagen Group
in Figures

1971 — 1980"

1971

4,905
584

5,489

2,514
1,394
445
313
4,666

10,155

900
2,627

189
3,716

630
1,596
2,226

413
268
3,442
4,123

81
9
6,439

10,155

17,089
9,891
4,416

912
452
418
1,271
147
54

1972

5,261
585

5,846

2,338
1,584
1,038

354
5,314

11,160

900
2,677

209
3,786

730
1,604
2,334

884

366
3,694
4,944

81
15
7,374

11,160

16,250
9,098
4,463

992
600
562
891
206
110

1973

5,697
554

6,251

3,489
1,691
1,151

414
6,745

12,996

900
2,878

230
4,008

878
1,623
2,501

862
448
5,089
6,389

81
17
8,988

12,996

18,1565
9,850
5,309
1,056

483
432
1,127
330
235

1974

6,263
636

6,899

4117
1,954
472
54
6,597

13,496

900
2,170

188
3,258

1,035
1,507
2,542

1,452

581
5,654
7,687

10,238

13,496

W G
10,068
5,718
1,148
305
241
1,279
(807)
(262)

1975

5,810
524

6,334
2,949
2,019
1,619
6,635
12,969
900
2,032
186
3,118

1,143
1,740

2,883

1,595

666
4,705
6,966

9,851

12,969

18,351
10,066
5,550
1,246
404
347
1,242
(157)
(14)

1976

5,474
560

6,034

3,267
2,098
2,888

173
8,426

14,460

900
2,903

198
4,001

1,754
2,109
3,863

1,322

952
4,220
6,494

90
12
10,459

14,460

22,029
11,598
6,413
1,263
486
438
1,265
1,0048
21

1977

5,425
530

5,955

3,180
1,992
3,837

560
9,569

15,5624

900
3,161

159
4,260

2,048
2,200
4,248

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

1739

11,264

15,524

24,503
12,746
6,810
1,600
1,508
1,454
1,425
419
248

1978

5,903
410

6,313

3,491
2,996
4,364
1,016
11,867

18,180

1,200
4,224

192
5,616

2,341
3,244
5,585

1,284

708
4,776
6,768

189
22
12,564

18,180

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

1979

6,648
726

7,374

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

21,678

1,200
4,625

373
6,198

2,749
4,152
6,901

1,273

457
6,592
8,322

240
A7
15,480

21,678

31,638
15,835
9,113
1,696
2,081
2,004
2,246
667
443

1980

3,107
4,326
7,433

1,161
466
9,378
11,005

193

18,635

24,797

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

In(De)crease

5
2 1979 — 1980

25.2
15.6

24.3
38.0
10.9
(16.9)
25
9.3

14.4

(45.0)
(0.6)

13.0
4.2
e

2.0
42.3
32.3

(19.6)
(78.8)
20.4

14.4

Balance Sheet (Structure)
(million DM) December 31

Assets

Property, plant and equipment
Investments?

Fixed Assets

and Investments

Inventories and advance payments
to suppliers?

Receivables and the like?

Liquid funds, trade acceptances?
Securities, own stock?

Current Assets

Total Assets

Stockholders’ Equity and Liabilities
Capital stock

Reserves of the Group?®

Minority interest in consolidated
subsidiaries®

Stockholders’ Equity

Undetermined liabilities in respect
of old-age pensions

Other undetermined liabilities®
Undetermined Liabilities

Liabilities payable within
more than 4 years

1to 4 years

up to 1 year

Liabilities

Net earnings available

for distribution
(Volkswagenwerk AG) 7
Minority interest in earnings
to be distributed

Outside Capital
Total Capital

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

Gross performance

Cost of materials

Labour cost

Depreciation and write-down

Taxes

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

Increase (Decrease) in reserves
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Telephone (05361)
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