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VCL Multi-Compartment S.A.

1. DIRECTORS' REPORT

The Board of Directors of VCL Multi-Compartment S.A. (the "Company”) herewith submits its report for the year ending
31 December 2016,

General

The Company is a securitisation company within the meaning of the Luxembourg Law of March 22, 2004 on securitisation
("Securitisation Law") and has as its corporate purpose the securitisation of car lease receivables.

The Company may, in accordance with the terms of the securitisation Law, and in particular its article 5, create one or
more compartments. Each compartment shall, unless otherwise provided for in the resolution of the Board of Directors
creating such compartment, comrespond o a distinct part of the assets and liabilities in respect of the comesponding
funding.

Summary of activities

On 24 February 2016, the Company created a new compartment VCL 23. On 25 April 2016, the Company under
Compartment VCL 23 has purchased a pool of monthly paid car lease receivables (the "Lease Receivables"), with a
discounted nominal value of EUR 750,013,568 for a price of EUR 733,513,568 whereby the underlying car lease
contracts are mainly for the leasing of vehicles originated by Volkswagen Leasing GmbH via the Volkswagen group
dealership network (which, inter alia, comprises of Volkwagen, Audi, SEAT, Skoda and Volkswagen Nutzfahrzeuge)
throughout Germany and are entered into with both private and business customers.

The purchase of the Lease Receivables has been financed by the issue of EUR 702,000,000 Class A Asset Backed
Floating Rate Notes due 2022 (the "Class A Notes") and EUR 18,700,000 Class B Asset Backed Floating Rate Notes
due 2022 (the "Class B Notes" and collectively the "Notes") and a Subordinated Loan of EUR 21,813,568.

On 3 March 2016, the Company created a new Compartment PVCL 2016-1. On 25 April 2016, the Company under
Compartment PVCL 2016-1 has purchased a pool of monthly paid car lease receivables (the “Lease Recsivables”), with
a discounted nominal vaiue of EUR 500,007,726 for a price of EUR 489,007,726 whereby the undertying car lease
contracts are mainly for the leasing of vehicles originated by Volkswagen Leasing GmbH via the Volkswagen group
dealership network (which, inter alia, comprises of Volkwagen, Audi, SEAT, Skoda and Volkswagen Nutzfahrzeuge)
throughout Germany and are entered into with both private and business customers.

The purchase of the Lease Receivables has been financed by the issue of EUR 468,000,000 Class A Asset Backed
Floating Rate Notes due 2022 (the “Class A Notes") and EUR 12,500,000 Class B Asset Backed Floating Rate Notes
due 2022 (the "Class B Notes" and collectively the "Notes") and a Subordinated Loan of EUR 14,507,726.

On 20 September 2016, the company created a new Compaitment VCL 24. On 25 November 2016, the company under
compartment VCL 24 has purchased a pool of monthly paid car lease receivables ( The " lease receivables”), with a
discounted nominal value of EUR 1,250,006,137 for a price of EUR 1,222,506,137 whereby the underlying car lease
contract are mainly for the leasing of vehicules originated by Volkswagen Leasing GmbH via the Volkswagen group
dealership network ( which, inter alia, comprises of Volkswagen, Audi, SEAt, Skoda and Volkswagen Nutzfahrzeuge)
throughout Germany and are entered into both private and business customers.

The purchase of Lease Receivables has been financed by the issue of EUR 1,172,500,000 Class A Asset Backed
Floating Rate Notes due 2022 (the "Class A Notes”) and 28,700,000 Class B Asset Backed Floating Rate Notes due
2022 (the"Class B Notes" and collectively the “Notes") and a Subordinated Loan of EUR 36,306,137.

The Notes are backed by substantially all of the assets of the Company consisting primarily of the Company’s right, titie
and interest in the Lease Receivables and in the title ownership of the leased vehicles which have been transferred to the

Company.

The Subordinated Loans have been granted to the Company by Volkswagen International Luxemburg S.A. for the
purpose of credit enhancement and they rank junior to the Notes.

The Company has entered into swap agreements for each class of Notes to hedge the interest rate risk deriving from the
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scheduled periodic payments payable by the Lessees of the vehicles to the Company and the floating rate interest
payments owed by the company under the Notes.
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VCL Muiti-Compartment S.A.
1. DIRECTORS' REPORT

Both the Notes and the Subordinated Loans are limited recourse obligations of the Company, whereby the Company
pays only those amounts which are actually available to it, being essantially the amounts received from the Lease
Receivables and the amounts received or paid under the interest rate swap agreements less costs.

Portfolio of Permitted Assets

During the year, all outstanding Lease Receivables of Compartments VCL 18 and 19 were repurchased by Volkswagen
Leasing GmbH for a total price of EUR 133,927,462,

As at 31 December 2016, the total Lease Receivable principal of all compartments was decreased by EUR
1.764,411,692 (2015: EUR 1,580,908,675) by way of payments collected from Volkswagen Leasing GmbH. Total
interest income for all compartments for the year ended 31 December 2016 amounted to EUR 147,554,740 (2015:
124,363,572).

Notes

During the year, the outstanding principal on the Notes of Compartments VCL 18 and 19 have been fully redeemed,
using the cash obtained from the repurchase of the Lease Recelivables by Volkswagen Leasing GmbH.

Emission issue:

On 18 September 2015, the US Environmental Protection Agency (EPA) issued a Notice of Violation, publicly
announcing that irregularities in relation to nitrogen oxide (NOx) emissions had been discovered in emissions tests on
certain vehicles with Volkswagen Group diesel engines. This was followed by further notifications regarding the extent of
the diesel issue.

As a result of the situation, the Board of Management of Volkswagen Financial Services AG set up a task force in 2015.
This task force initially continued its activities in 2016, i.e. reporting regularly to the Board of Management of Volkswagen
Financial Services AG, interfacing with the Volkswagen Group and its brands, and maintaining close contact with the
intemational subsidiaries, regulatory authorities and investors. Concemns focused on funding, the credit quality of the
dealer network and residual value risk.

The impact from the diesel issue on these concerns is currently receding. The work of the task force was brought to an
end in December 2016 because the effects from the diesel issue on the Volkswagen Financial Services AG subgroup are
now dissipating and can be handed within normal management processes. The Volkswagen group provided support in
dealing with the effects.

An adverse impact on the value of the affected vehicles could result in lower recoveries on a sale or other disposition of
an affected vehicle following default by an Obligor.

At the date of these accounts, there are no indications that recent developments will have a negative impact on payments
under the affected Financing Contracts comprised in the pool of Receivables purchased, but any such impact cannot be
ruled out.

Voting rights

Each issued share holds one vote in a Meeting of Shareholders. No special voting rights exist, nor does the sole
Shareholder have any special right of control.
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Interest rate risk:

The Recelvables bear interest at fixed rates while the Notes and the Subordinated loan bears interest at floating rates
based on 1-month EURIBOR. The Company will hedge afore-described interest rate risk related to the Notes and will
use paymenls made by the swap counterparties to make payments on the Notes on each Payment date. The
Subordinated loan Is not covered by such swap transactions. The Board of Directors considers however that the
Excess spread of the Structure would cover any movements in the 1-month EURIBOR.

The liquidity risk, market risk, currency risk and the price risk are not defined as the Directors of the Company believe
that these risks are not applicable for the Company or are not deemed as principal risks to the Company as a whole.

Subsequent events

On 21 March 2017, the outstanding principal on the Notes of Compartment VCL 20 has been fully redeemed, using the
cash obtained from the repurchase of the Lease Receivables by Volkswagen Leasing GmbH.

Regarding the Emission Issue, there are no indications that recent developments will have a negative impact on
payments under the affected Financing Contracts comprised in the pool of Receivables purchased, but any such
impact cannot be ruled out.

Effective as of 27 April 2017, Mrs P.J.S. Dunselman has resigned from her position as Director of the Company.
Effective as of 15 June 2017, Mr A. Nelke has been appointed as Director of the Company in replacement of Mrs P.J.S.
Dunselman.

No other event has occurred subsequent to the year-end which would have a material impact on the annual accounts
as at December 31, 2016.

Future outlook

No material changes In activities are contemplated for the year 2017.

-

-

-

- —

-

r A. Nelke
Director
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Audit report

To the Board of Directors of
VCL Multi compartment S.A.

Report on the annual accounts

We have audited the accompanying annual accounts of VCL Multi compartment S.A., which comprise
the balance sheet as at 31 December 2016, the profit and loss account for the year then ended and a
summary of significant accounting policies and other explanatory information.

Board of Directors responsibility for the annual accounts

The Board of Directors is responsible for the preparation and fair presentation of these annual
accounts in accordance with Luxembourg legal and regulatory requirements relating to the
preparation of the annual accounts, and for such internal control as the Board of Directors determines
is necessary to enable the preparation of annual accounts that are free from material misstatement,
whether due to fraud or error.

Responsibility of the “Réviseur d'entreprises agréé”

Our responsibility is to express an opinion on these annual accounts based on our audit. We conducted
our audit in accordance with International Standards on Auditing as adopted for Luxembourg by the
“Commission de Surveillance du Secteur Financier”. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
annual accounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the annual accounts. The procedures selected depend on the judgment of the “Réviseur
d'entreprises agréé”, including the assessment of the risks of material misstatement of the annual
accounts, whether due to fraud or error. In making those risk assessments, the “Réviseur d’entreprises
agréé” considers internal control relevant to the entity’s preparation and fair presentation of the
annual accounts in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Board of Directors, as well as evaluating the overall presentation of
the annual accounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the annual accounts give a true and fair view of the financial position of VCL Multi
compartment S.A. as of 31 December 2016, and of the results of its operations for the year then ended
in accordance with Luxembourg legal and regulatory requirements relating to the preparation of the
annual accounts.

PricewaterhouseCoopers, Société coopérative, 2 rue Gerhard Mercator, B.P. 1443, L-1014 Luxembourg
T: +352 494848 1, F : +352 494848 2900, wuww.pwe.lu

Cabinet de révision agréé. Expert-comptable (autorisation gouvernementale n°10028256)
R.C.S. Luxembourg B 65 477 - TVA LU25482518
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Other information

The Board of Directors is responsible for the other information. The other information comprises the
information included in the Directors’ Report but does not include the annual accounts and our audit
report thereon.

Our opinion on the annual accounts does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the annual accounts, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the annual
accounts or our knowledge obtained in the audit or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report this fact. We have nothing to report in this regard.

Report on other legal and regulatory requirements

The Directors’ Report is consistent with the annual accounts and has been prepared in accordance with
the applicable legal requirements.

PricewaterhouseCoopers, Société coopérative Luxembourg, 30 June 2017
Represented by

Tank Ballmann
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Tel.  :(+352)247 88 494 [ COF entry date:

Email :centralebilans@statec.etat.lu BALANCE SHEET

Financial year from . 01/01/2016 to ,, 31/12/20164n o, EUR )

VCL Multi-Compartment S.A.
52-54, Avenue du X Septembre
1-2550 Luxembourg
ASSETS
Reference(s) Current year Previous year
A. Subscribed capital unpaid nal 101 02
l.  Subscribed capital not called e 0 04
#. Subscribed capital called but
unpaid e ™ ™
B. Formation expenses ey 107 108
C. Fixed assets noe 109 2.964.49763200 o 2.368.111.950,00
l. intangible assets o m m
1. Costs of development 11y " ] "
2. Concessions, patents, licences,
trade marks and similar rights
and assets, if they were 118 " e
a) acquired for valuable
consideration and need not be
shown under C.1.3 " "z 1
b) created by the undertaking
itself ne e 120
3. Goodwill, to the extent that it
was acquired for valuable
consideration " Py 2
4. Payments on account and
intangible assets under
development nn 123 12e
l. Tangible assets nis us 12
1. Land and buildings ny w m
2. Plant and machinery na e e

The notes in the annex form an integral part of the annual accounts




JRCSLNr.: B148436 | Matricule : 2009 2219233

Roeforence(s) Current year Provious yoar
3. Other fixtures and fittings, tools
and equipment (3 1) ” 2})
4. Payments on account and
tangible assets in the course
of construction uy us 1
fll. Financial assets nss s 2.964.497.632,00 ™ 2.368.111.950,00
1. Shares in affiliated undertakings 1,y w 10
2. Loansto affillated undertakings 3 " w0
3. Participating interests 1a ™ w2
4. Loans to undertakings with
which the undertaking is linked
by virtue of participating
interests na 10 "
5. Investments held as fixed
assets 104 3 143 2.964.497.632,00 146 2.368.111 .950,00
6. Otherloans ner W 12
D. Currentassets ns " 40695282000 s 320.084.442,00
. Stocks ns 15 1%
1. Raw materials and consumables s 158 156
2. Work in progress ws? 0} 158
3. Finished goods and goods
for resale [1E] 159 160
4. Payments on account e 10 ™
Il. Debtors e © 180.074.080,00 1 151.201.171,00
1. Trade debtors 1165 165 16
a) becoming due and payable
within one year ner 167 168
b) becoming due and payable
after more than one year ne 16 "
2. Amounts owed by affiliated
undertakings un m n
a) becoming due and payable
within one year " 1] 7
b) becoming due and payable
after more than one year s wn e
3. Amounts owed by undertakings
with which the undertaking is
linked by virtue of participating
Interests " " 17
a) becoming due and payable
within one year nny » 180
b) becoming due and payable
after more than one year na o )
4. Otherdebtors na m 180.074.080,00 1 151.201.171,00
a) becoming due and payable
within one year 18 4 s 180.074.080,00 1 151.201.171,00
b) becoming due and payable
after more than one year ne w ™

The notes in the annex form an integral part of the annual accounts




[RCSLNr.: B148436 [Matricute : 2009 2219 233

Reoferonca(s) Curront year Previous year
#il. Investments e ™ 00
1. Shares in affiliated undertakings ., - m
2. Own shares 1200 o a0
3. Other investments ) s ™
V. Cash atbank and in hand ey S wr 226.878.740,00 198 168.883.271,00
E. Prepayments 199 ™ 141700 0 56.854,00
TOTAL (ASSETS) o 337145186900 2.688.253.246,00

The notes in the annex form an integral part of the annual accounts
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CAPITAL, RESERVES AND LIABILITIES

Reference(s) Current year Previous year
A. Capital and reserves o1 m 3100000 31.000,00
I.  Subscribed capital 1300 6 m 31.000,00 304 31.000,00
Il.  Share premium account 155 205 206
. Revaluation reserve 10 20 308
IV. Reserves 1509 09 mn
1. Legal reserve 1 m m
2. Reserve for own shares 1 m n
3. Reserves provided for by the
articles of association 1”5 n n
4, Other reserves, including the
fair value reserve e « a0
a) other available reserves o o uz
b) other non available reserves o ) o
V. Profit orloss brought forward - 39 mw
VI. Profit or loss for the financlal year un m w
Vil. Interim dividends nn m m
ViIl. Capital investment subsidies s s n
B. Provisions 1 m 146.378,00 m 106.569,00
1. Provisions for pensions and
similar obligations ) w m
2. Provisions for taxation 13 s I
3. Other provisions ny 8 w 14637800 1 106.569,00
€. Creditors ws ____ es 337127449100 s 2.688.115.677,00
1. Debenture loans oy w 295448652300 s 2.370.117.754,00
a) Convertible loans a9 - %0
) becoming due and payable
within one year .41 “ a2
i) becoming due and payable
after more than one year 1 “w s
b) Non convertible loans 15 9 “s 2.954.486.523,00 “5 2.370.117.754,00
I} becoming due and payable
within one year a7 “w 1.822.194.78100 1.441.431.535,00
ii) becoming due and payable
after more than one year 149 “ 113229174200 928.686.219,00
2. Amounts owed to credit
institutions 1388 a3 36
a) becoming due and payable
within one year s w 38
b) becoming due and payable
after more than one year ns n 30

The notes in the annex form an integral part of the annual accounts




[RCSLNr.: B148436 [Matricule : 2009 2219233 |
Refarence(s) Current yoar Provious year
3. Payments received on account
of orders in so far as they are
shown separately as deductions
from stocks 161 %1 %2
a) becoming due and payable
within one year 16 2] 360
b) becoming due and payable
after more than one year 12es 5 366
4. Trade creditors ner st 0
a) becoming due and payable
within one year 1260 ' 370
b} becoming due and payable
after more than one year BN n mn
S. Bills of exchange payable un m e
a) becoming due and payable
within one year s s "
b) becoming due and payable
after more than one year wr w n
6. Amounts owed to affiliated
undertakings - 10 41657524600 s 317.601.318,00
a) becoming due and payable
within one year 3 7 367.22092200 m 280.648.553,00
b) becoming due and payable
after more than one year 1 ™ 4935432400 1 36.952.765,00
7. Amounts owed to undertakings
with which the undertaking is
finked by virtue of participating
interests 1308 388 306
a) becoming due and payable
within one year e w 8
b) becoming due and payable
after mare than one year 18 " 30
8. Other creditors 1 ) 21272200 o 396.605,00
a} Taxauthorities 13 m 3202100 40.868,00
b) Social security authorities 1395 15 6
¢) Other creditors o 1 w 180.701,00 s 355.737,00
i) becoming due and
payable withinone year 13 w 180.701,00 40 355.737,00
i) becoming due and
payable after more than
one year 10 40 @z
D. Deferred income 1 « -
TOTAL {CAPITAL, RESERVES AND LIABILITIES) s 337145186900 us 2.688.253.246,00

The notes in the annex form an integral part of the annual accounts




Annual Accounts Helpdesk : IRCSL Nr.: B148436 I Matricule: 2009 2219 233

Tel.  :(+352) 247 88 494 [;CDF entry date :

Financial year from ,, 01/01/2016 to ., 31/12/20164n o EUR

VCL Multi-Compartment S.A.
52-54, Avenue du X Septembre
L-2550 Luxembourg
PROFIT AND LOSS ACCOUNT
Reference(s) Current year Previousyear
1. Netturnover o m m
2. Variation in stocks of finished
goods and in work in progress oy o 04
3. Work performed by the undertaking
for its own purposes and capitalised s 8 08
4. Other aperating income " 12 m 4587700 e 16.038,00
5. Raw materials and consumables and
other external expenses n o -27.607.23800 o -23.000.125,00
a) Raw materlals and consumables 1601 Y o
b) Other external expenses 160 13 -27.607.238,00 o ~23.000.125,00
6. Staff costs 1605 ots 08
a) Wages and salaries 1607 «r s
b) Social security costs 1609 P o0
D relating to pensions 1683 ) 654
) other social security costs 1653 Y] '
c) Other staff costs 63 o1 14
7. Value adjustments 1657 7 e
a) inrespect of formation expenses
and of tangible and intangible
fixed assets 1658 e o
b) inrespect of currentassets test i a2
8. Other operating expenses o 4 o -110.198.039.00 w2 _ _____ -92.074.988,00

The notes in the annex form an integral part of the annual accounts




|RCSLNr.: B148436 | Matricule : 2009 2219233

Refarence(s) Current year Previous year
9. Income from participating interests s ns 8
a) derived from affilliated undertakings v m s
b) other income from participating
Interests 9 ne mw
10. Income from other investments and
loans forming part of the fixed assets 15 m 14759074900 124.364.098,00
a) derived from affiliated undertakings 1 m 147.554.74000 54 124.363.572,00
b) otherincomenotincludedundera) n, s 3600900 1 526,00
11.Other interest receivable and similar
income wn w 728
a) derived from affiliated undertakings 5 ) 0
b) other interest and similar income ™ ™ m
12. Share of profit or loss of
undertakings accounted for under
the equity method 168 P “
13.Value adjustments in respect of
financlal assets and of investments
held as current assets 166 ™ s
14. Interest payable and similarexpenses sy 16 o 9.82655400 ¢ -9.300.423,00
a) concerning affiliated undertakings m o -1.970040,00 -1.279.156,00
b) other interest and similar expenses 1631 o 785651400 -8.021.267,00
15.Tax on profit or loss 16 as 479500 s -4.600,00
16. Profit or loss after taxation 1667 7 000 s 0,00
17.Other taxes not shown under items
1t0 16 oy o7 [
18. Profit or loss for the financial year e “ 000 0,00

The notes in the annex form an integral part of the annual accounts




VCL Multi-Compartment S.A.
5. NOTES TO THE ANNUAL ACCOUNTS
Note 1 - General information

The Company is a Luxembourg public limited liability company incorporated in Luxembourg on 16 September 2009 for
an unfimited period of time under the legal form of "Société Anonyme" having its corporate office at 52-54, Avenue du X
Septembre, L.-2550 Luxembourg, Grand-Duchy of Luxembourg. The Company is registered at the Registre du
Commerce et Sociétés of Luxembourg City under number B 148.436.

The accounting period of the Company begins January 1st and terminates on December 31st.

The purpose of the Company is the securitisation, within the meaning of the Luxembourg Law of 22 March 2004 on
Securitisations (hereinafter the "Securitisation Law"), of receivables (the "Permitted Assets"). The Company may enter
into any agreement and perform any action necessary or useful for the purposes of securitising Permitted Assets,
including, without imitation, disposing of its assets in accordance with the relevant agreements.

The Company may only carry out the above activities if and to the extent that they are compatible with the Securitisation
Law.

The Company may, in accordance with the terms of the Securitisation Law, and in particular its article 5, create one or
more compartments. Each compartment shall, unless otherwise provided for in the resolution of the Board of Directors
creating such compartment, correspond to a distinct part of the assets and liabilities in respect of the comresponding
funding. Disclosure per compartments is included as from Note 24 of these audited annual accounts.

The Company is included in the consolfidated accounts of Volkswagen AG, forming the largest body of undertakings of
which the Company forms a part as a subsidiary undertaking. The registered office of that company is located at Beriiner
Ring 2, 38440 Wolfsburg, (HRB Nr. 100484) and the consolidated accounts are available at the same address.

In addition, the Company is included in the consolidated accounts of Volkswagen Financial Services AG, forming the
smallest body of undertakings included in the body of undertakings referred to in the above-mentioned paragraph of
which the Company forms a part as a subsidiary undertaking. The registered office of that company is located at
Gifhomer Str. 57, 38112 Braunschweig, (HRB Nr. 1858) and the consolidated accounts are available at the same
address.

Capitalised terms not defined within these audited annual accounts are defined in the respective Transaction Documents
of each compartment of the Company.

Note 2 - Summary of significant accounting principles
2.1 Basis of preparation

The annual accounts have been prepared in accordance with Liembourg legal and regulatory requirements under the
historical cost convention. Accounting policies and valuation rules are, besides the ones laid down by the law of
December 19, 2002, as amended determined and applied by the Board of Directors.

The preparation of annual accounts requires the use of certain critical accounting estimates. It also requires the Board of
Directors to exercise its judgement in the process of applying the accounting policies. Changes in assumptions may have
a significant impact on the annual accounts in the period in which the assumptions changed. The Board of Directors
believes that the underying assumptions are appropriate and that the annual accounts therefore present the financiat

position and resuits fairly.

The Company makes estimates and assumptions that affect the reported amounts of assets and liabilities in the next
financial year. Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.

The figures for the year ended 31 December 2015 relating to certain items have been reclassified to ensure comparability
with the figures for the year ended 31 December 2016.

-16-



VCL Muiti-Compartment S.A.

6. NOTES TO THE ANNUAL ACCOUNTS

Note 2 - Summary of significant accounting principles (continued)
2.2 Significant accounting policies

The main valuation rules applied by the Company are the following:
2.2.1 Formation expenses

The formation expenses of the Company are directly charged to the profit and loss account of the year in which they are
incurred.

2.2.2 Financial fixed assets

Permitted Assets included in financial assets are recorded at their discounted nominal value. In case of durable
depreciation in value according to the opinion of the Board of Directors, value adjustments are made in respect of fixed
assets, so that they are valued at the lower figure to be aftributed to them at the balance sheet date. These value
adjustments are not continued if the reasons for which the value adjustments were made, have ceased to apply.

2.2.3 Debtors

Debtors are recorded at their nominal value. They are subject to value adjustments where their recovery is either
uncertain or compromised. These value adjustments are not continued if the reasons for which the value adjustments
were made have ceased to apply.

2.2.4 Derlvative financial instruments
The Company may enter into derivative financial instruments such as swaps in order to reduce its exposure coming from
the fioating rate of the Notes against the fixed rate of the Permitted Assats. The interests linked to derivatives instruments

are recorded on accrual basis at the closing date. Commitments relating to swap transactions are recorded in the off-
balance sheet accounts.

2.2.6 Foreign currency translation

The Company maintains its books and records in EUR.

Transactions expressed in currencies other than EUR are translated into EUR at the exchange rate effective at the time
of the transaction. Cash, short-term debtors and creditors are transiated on the basis of the exchange rates effective at
balance sheet date. The exchange gains and logses are thus recorded in the profit and loss account. Other assets and
liabilities are translated separately at the lower or the higher of the value converted at the historical exchange rate or the
value determined on the basis of the exchange rates effective at balance sheet date. Solely the unrealised exchange
losses are recorded in the profit and loss account. The exchange gains and losses are recorded in the profit and loss
account at the moment of realisation.

Where there is an economic link between an asset and kability, these are valued in total according to the method
described above and the net unrealised losses are recorded in the profit and loss account whereas the net unrealised
exchange gains are not recognised.

2.2.6 Accruals and deforred income

This liability item includes income received during the financial year but relating to a subsequent financial year.

2.2.7 Notes issued

Notes issued are slated at par value less any repayments made to their principal.

-17-



VCL Multi-Compartment S.A.

§. NOTES TO THE ANNUAL ACCOUNTS

Note 2 - Summary of significant accounting principles {(continued)
2.2.8 Debts

Where the amount repayable on account is greater than the amount received, the difference may be accounted for in the
profit and loss account when the debt is issued.

2.2.9 Interest recelvable and payable
interest receivable and payable are recorded on an accrual basis.
2.2.10 Provisions

Provisions are intended to cover charges which at the balance sheet date are either likely to incurred or certain to be
incurred but uncertain as to their amount or the date on which they will arise.

2.2.11 Equalisation provision

Losses during the year as a resuit from sales, default, lower market values or cost may cause a partial reduction on the
assets. Such shortfalls will first be bome by the Subordinated Lender in inverse order of the priority of payments.
Consequently, a provision for decrease in value will be made and deducted from the amount repayable of the
Subordinated Loan and booked in the profit and loss account as "Equalisation provision".

Similarly, In case of profit made during the year, the Equalisation provision booked in the profit and loss would result into
an additional liability towards the Originator.

Note 3 - Financial assets

2016 2018
Permitted Assets EUR EUR
Movements for the year
Opening balance 2,368,111,950  2,186,161,574
Additions for the year 2,500,027,431 1,922,184,182
Disposals for the year (139,230,057) (159,325,131)
Reimbursements for the year (1,764,411,692) (1,580,908,675)
Closing balance 2,984,497,632  2,368,111,950

e Y

On 25 April 2016, Compartment VCL 23 acquired from VCL Master S.A. - Compartment 1 a portfolio of Permitted
Assets valued at EUR 750,013,568 following a discount on its nominal vakie of 5.7016 per cent per annum on the basis
of a 360/360 day year. This portfolio was purchased for a price of EUR 733,513,568 calculated as the discounted
nominal amount, less (i) an amount of EUR 7,500,000 for overcollateralisation purposes, and less (i) an amount of EUR
9,000,000 for the endowment of the cash collateral account.

On 25 April 2018, Compartment PVCL 2016-1 acquired from VCL Master S.A. - Compartment 1 a portfolio of Permitted
Assets valued at EUR 500,007,726 following a discount on its nominal value of 5.7016 per cent per annum on the basis
of a 360/360 day year. This portfolio was purchased for a price of EUR 489,007,726 calculated as the discounted
nominal amount, less (i) an amount of EUR 5,000,000 for overcollateralisation purposes, and less (i) an amount of EUR
6.000,000 for the endowment of the cash coflateral account.

On 25 November 2016, Compartment VCL 24 acquired from VCL Master S.A. - Compartment 1 a portfolio of Permitted
Assets valued at EUR 1,250,008,137 following a discount on its nominal value of 5.7016 per cent per annum on the basis
of a 360/360 day year. This portfolio was purchased for a price of EUR 1,222,508,137, calculated as the discounted
nominal amount, less (i) an amount of EUR12,500,000 for overcollateralisation purposes, and less (i) an amount of EUR
15,000,000 for the endowment of the cash collateral account.

Acquisition of the Permitted Assets was financed by the issue of Class A and Class B Floating Rate Asset Backed Notes
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and through receipt of a Subordinated Loan (see also notes 9 and 10).
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VCL Multi-Compartment S.A.

6. NOTES TO THE ANNUAL ACCOUNTS
Note 3 - Financial assets (continued)
Emission jssue:

On 18 September 2015, the US Environmental Protection Agency (EPA) issued a Notice of Violation, publicly
announcing that irregularities in relation to nitrogen oxide (NOx) emissions had been discovered in emissions tests on

certain vehicles with Volkswagen Group diesel engines. This was followed by further notifications regarding the extent of
the diesel issue.

As a result of the situation, the Board of Management of Volkswagen Financial Services AG set up a task force in 2015.
This task force initially continued its activities in 2016, i.e. reporting regulariy to the Board of Management of Volkswagen
Financial Services AG, interfacing with the Volkswagen Group and its brands, and maintaining close contact with the
intemational subsidiaries, regulatory authorities and investors. Concems focused on funding, the credit quality of the
dealer network and residual value risk.

The impact from the diesel issue on these concems is currently receding. The work of the task force was brought to an
end in December 20168 because the effects from the diesel issue on the Volkswagen Financial Services AG subgroup are

now dissipating and can be handed within nomnal management processes. The Volkswagen group provided support in
dealing with the effects.

An adverse impact on the value of the affected vehicles could result in lower recoveries on a sale or other disposition of
an affected vehicle following default by an Obligor.

At the date of these accounts, there are no indications that recent developments will have a negative impact on payments
under the affected Financing Contracts comprised in the pool of Receivables purchased, but any such impact cannot be
ruled out.

Note 4 - Debtors

The other receivables becoming due and payable within one year consist predominantly of the receivable due from
Volkswagen Leasing GmbH for the December 2018 collection of the Permitted Assets, which is due in January 2017.

Note § - Cash at bank and in hand

2016 2016
Cash at bank EUR EUR
Current account 5,827 21,7117
Disbursement account 57,429 69,300
Cash collateral account 226,815,484 168,792,254
Total 226,878,740 168,883,271

Note 6 - Subscribed capital

As of 31 December 2018, the subscribed capital amounts to EUR 31,000 and is divided into 3,100 shares fully paid-up
with a par value of EUR 10 each. The authorised capital amounts to EUR 31,000.



VCL Multi-Compartment S.A.

5. NOTES TO THE ANNUAL ACCOUNTS

Nots 7 - Legal reserve

Lixembourg companies are required to allocate to a legal reserve a minimum of 5% of the annual net income, until this
reserve equals 10% of the subscribed share capital. This reserve may not be distributed.

Note 8 - Provision

2016 2016
Other provisions EUR EUR
Audit fees 68,568 80,000
Tax advisory fees 1,007 1,503
Other accruals 76,803 25,066
Total 146!378 106!569
Note 9 - Non convertible loans
Class A Asset Backed Floating Rate Notes 2016 __2015

EUR EUR
Opening balance 2,277,684,981 2,094,645,404
Issuance for the year 2,342,500,000 1,800,000,000
Repayment for the year (1,772,028,736) (1,616,950,423)
Closing balance 2,848,166,245 2,277,694,981
Thereof scheduled for redemption within one year 1.771,085,273 1,395,224,987
Amount due and payable after more than one year —1,077.080,972 ~ .882460,004

S

Compartment VCL 23 has issued 7,020 Class A Notes with a nominal value of EUR 100,000 each. The Class A Notes
bear a floating rate interest of one month Euribor + 0.55%. Payments on the Class A Notes are made monthly in arrears
on the 21st of each month. The floating rate interest on the Class A Notes has been swapped to a fixed interest rate of
0.184%.

Compartment PVCL 2016-1 has issued 4,680 Class A Notes with a nominal value of EUR 100,000 each. The Class A
Notes bear a floating rate interest of one month Euribor + 0.1338%. Payments on the Class A Notes are made monthly in
armears on the 21st of each month.

Compartment VCL 24 has issued 11,725 Class A Notes with a nominal value of EUR 100,000 each. The Class A Notes
bear a floating rate interest of one month Euribor + 0.25%. Payments on the Class A Notes are made monthly in arrears
on the 21st of each month. The floating rate interest on the Class A Notes has been swapped to a fixed interest rate of
0.03%.

Following the received payments from the Pemmitted Assets, the Company intends to make further repayments on the
outstanding principal of the Class A Notes during the year 2017. The Board of Directors has been able to estimate
reliably that the amount of EUR 1,771,085,273 will be repaid in the course of 2017 and has thus classified this amount as
becoming due and payable within one year.
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VCL Muiti-Compartment S.A.
6. NOTES TO THE ANNUAL ACCOUNTS

Note 9 - Non convertible loans (continued)

Class B Asset Backed Floating Rate Notes 2016 2015

EUR EUR
Opening balance 92,422,773 94,384,770
Issuance for the year 59,900,000 49,300,000
Repayment for the year (46,002,496) (51,261,997)
Closing balance 106,320,277 92,422,773
Thereof scheduled for redemption within one year 51,109,508 46,206,548

Amount due and payable after more than one year 55,210,769 48,216,225
S o)
Compartment VCL 23 has issued 187 Class B Notes with a nominal value of EUR 100,000 each. The Class B Notes
bear a floating rate interest of one month Euribor +1.35%. Payments on the Class B Notes are made monthly in arrears
on the 21st of each month. The floating rate interest on the Class B Notes has been swapped to a fixed interest rate of
0.94%.

Compartment PVCL 2016-1 has issued 126 Class B Notes with a nominal value of EUR 100,000 each. The Class B
Notes bear a floating rate interest of 0.9345%. Payments on the Class B Notes are made monthly in arrears on the 21st
of each month.

Compartment VCL 24 has issued 287 Class B Notes with a nominal vaiue of EUR 100,000 each. The Class B Notes
bear a floating rate interest of one month Euribor + 0.65%. Payments on the Class B Notes are made monthly in arrears
on the 21st of each month. The floating rate interest on the Class B Notes has been swapped to a fixed interest rate of
0.2013%.

Following the received payments from the Permitted Assets, the Company intends to make further repayments on the
outstanding principal of the Ciass B Notes during the year 2017. The Board of Directors has been able to estimate
reliably that the amount of EUR 51,109,508 will be repaid in the course of 2017 and has thus classified this amount as
becoming due and payable within one year.

The Notes are backed by substantially all of the assets of the Company consisting primarily of the Company's right, titie
and interest in the Lease Receivables and in the title ownership of the leased vehicles which have been transferred to the

Company.
All series of Notes are listed on the Luxembourg Stock Exchange. B series rank junior to A series.

Note 10 - Amounts owed to affiliated undertakings 2016 2015
EUR EUR
SQCONINIG QUE SR !
Overcollateralisation payal 153,070,986 104,244,948
Servicer fees 2,608,993 2,089,776
Accrued interest Subordinated Loan 69,932 52,629
Market Risk Reserve 56,473,028 56,473,028
VWL Risk Reserve 87,326,972 66,000,000
Subordinated loan 62,162,128 42,952,464
Other amounts payable 5,508,883 8,835,708
367,220,922 280!648!553




VCL Multi-Compartment 8.A.
5. NOTES TO THE ANNUAL ACCOUNTS
Note 10 - Amounts owed to affiliated undertakings (continued)

Overcollateralisation payable represents an excess of the Permitted Assets’ nominal value over the nominal value of the
Notes and the Subordinated Loan and year-end payable towards Volkswagen Leasing GmbH.

The Market Risk reserve is a cash reserve payable by Volkswagen Leasing GmbH into the Cash Collateral Account to
cover potential losses on the Lease Receivables. The VWL Risk Reserve includes the German Trade Tax Risk Reserve
and is paid to the Cash Collateral Account. German Trade Tax Risk Reserve is required as security to cover any potential

German trade tax risk. These reserves have been implemented in VCL 22, VCL 23 and PVCL 2016-1.

2016 2015

EUR EUR
Subordinated Loan
Opening balance 79,905,229 75,495,560
Issuance for the year 72,627,431 51,512,182
Capitalised interest for the year 974,052 491,657
Repayment for the year (41,990,260) (47,594,170)
Closing balance 111,516,452 79,905,229
Thereof scheduled for redemption within one year 62,162,128 42,952,464
Amount due and payable after more then one year 49,354,324 38,052,765

During the year 2016, the Company has been granted the following Subordinated Loans from Volkswagen Luxembourg
SA.

Interest amount date
Compartment VCL 23 1m Euribor + 2.97% 21,813,568 21-Apr-16
Compartment PVCL 2016-1 2.5827% 14,507,726 21-Apr-16
Compartment VCL 24 1m Euribor + 1.50% 36?308!137 22-Nov-16
i 1

Note 11 - Other creditors

2016 2018

EUR EUR
Interest on Class A Notes 73,368 122,249
Interest on Class B Notes 18,352 17,779
Swap on Class A Notes 71,182 109,683
Swap on Class B Notes 3,255 4,237
Other creditors 13,544 101,789
Total 180,701 355,737
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VCL Multi-Compartment S.A.

6. NOTES TO THE ANNUAL ACCOUNTS

Note 12 - Other operating income _2016 2016
EUR EUR
Net Overcollateralisation Gain 45,877 16,038
Total 45,877 16,038
—

The Net Overcollateralisation gain represents charges incurred by compartment that were inactive during the year and
which are bome by the Originator.

Note 13 - Other external expenses 2016 20158

EUR EUR
Audit fees 83,383 84,616
Tax advisory fees 1,027 44
Servicer fees 26,482,440 22,416,034
Rating agency fees 216,287 185,464
Trustee services 54,975 45,216
Maintenance fees 94,840 147,891
Other external charges 120,962 85,595
Bank charges 553,324 34,365
Total 27,607,238 23,000,125
Note 14 - Other operating expenses 2016 2015

EUR EUR
Net overcollateralisation expense 110,198,039 92,074,988
Total 110,198,039 92,074,988
Note 15 - Income from other investments and loans forming part of
fixed assets 2016 2015

EUR EUR

A%

Interest income from Permited 147,554,740 124,363,572
Total 147,554,740 124,383,572
2016 20156
EUR EUR
Other income
Interest income on bank accounts - 29
Net interest income Class A Notes swap 26,768 .
Net interest income Class B Notes swap 9,241 497
Total .==_:==36 009 ==========526
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VCL Multi-Compartment S.A.

5. NOTES TO THE ANNUAL ACCOUNTS

Note 16 - interest payable and similar expenses 2016 2015

EUR EUR
interest expense ;on Subordinated loan 1,970,040 1,279,156
Total 1,870,040 1,279,156

2016 20156

EUR EUR
lnterest cmrges on Class ANotes 3,099,747 4,356,436
Interest charges on Class B Notes 641,369 567,854
Net interest expense Class A Notes swap 3,827,631 2,947,631
Net interest expense Class B Notes swap 187,767 149,348
Total 7!856!514 8i021£

Note 17 - Tax on profit or loss

The Company is subject to all taxes applicable to commercial companies in Luxembourg incorporated under the
Securitisation Law.

Note 18 - Staff
The Company did not employ any staff during the year under review (2015: nil).
Note 19 - Emoluments granted to the Members of the Board of Directors

No emoluments have been granted to any member of the Board of Directors, nor have any obligations arisen or been
entered into by the Company in respect of retirement pensions for former members of the Board of Directors.

Note 20 - Loans or advances granted to the Members of the Board of Directors

No loans or advances have been granted to any member of the Board of Directors.



VCL Multi-Compartment S.A.

6. NOTES TO THE ANNUAL ACCOUNTS

Note 21 - Off balance sheet commitments

As from 21 October 2014, the Compartment VCL 20 entered into Class A and Class B Swap Agreements (the “Swaps”)
with The Bank of Nova Scotia. Each swap agreement hedges the Company's interest rate risk derived from floating
interest rate on the Notes issued (see also note 9). Settlement of the Swaps is performed on the 21st day of each month.
The termination date of the Swap contracts is 21 June 2020.

As from 21 May 2015, the Compartment VCL 21 entered into Class A and Class B Swap Agreements (the “Swaps") with
Royal Bank of Canada. Each swap agreement hedges the Company’s interest rate risk derived from floating interest
rate on the Notes issued (see also note 9). Settlement of the Swaps is performed on the 21st day of each month. The
termination date of the Swap contracts is 21 February 2021.

As from 23 November 2015, the Compartment VCL 22 entered into Class A and Class B Swap Agreements (the
“Swaps®) with DZ Bank AG. Each swap agreement hedges the Company's interest rate risk derived from fioating
interest rate on the Notes issued (see also note 9). Setlement of the Swaps is performed on the 21st day of each month.
The termination date of the Swap contracts is 21 August 2021.

As from 21 April 2016, the Compartment VCL 23 entered into Class A and Class B Swap Agreements (the “Swaps”) with
DZ Bank. Each swap agreament hedges the Company’s interest rate risk derived from floating interest rate on the Notes
issued (see also note 9). Settlement of the Swaps is performed on the 21st day of each month. The termination date of
the Swap contracts is 21 January 2022.

As from 22 November 2016, the Compartment VCL 24 entered into Class A and Class B Swap Agreements (the
*Swaps”) with The Bank of Nova Scotia. Each swap agreement hedges the Company’s interest rate risk derived from
floating interest rate on the Notes issued (see also note 9). Settlement of the Swaps is performed on the 21st day of each
month. The termination date of the Swap contracts is 21 August 2022,

The interest rate swaps can be detailed as follows:
Spread interest Interest rate

Cur  nominal amount  rate received Paid
Comp. VCL 20 - Class A swap - Bank of Nova Scotia EUR 145,213,400 0.2700% 0.2800%
Comp. VCL 20 - Class B swap - Bank of Nova Scotia EUR 7,860,471 0.6500% 0.6700%
Comp. VCL 21 - Class A swap - RBC EUR 333,632,200 0.2000% 0.2080%
Comp. VCL 21 - Class B swap - RBC EUR 18,059,806 0.6000% 0.5750%
Comp. VCL 22 - Class A swap - DZ Bank EUR 418,501,200 0.6200% 0.4900%
Comp. VCL 22 - Class B swap - DZ Bank EUR 20,500,000 1.5000% 1.3450%
Comp. VCL 23 - Class A swap - DZ Bank EUR 491,290,839 0.5500% 0.1840%
Comp. VCL 23 - Class B swap - DZ Bank EUR 18,700,000 1.3500% 0.9400%
Comp. VCL 24 - Class A swap - Bank of Nova Scotia EUR 1,131,926,576 0.2500% 0.0300%
Comp. VCL 24 - Class B swap - Bank of Nova Scotia EUR 28,700,000 0.6500% 0.2013%

The interest rate received for each swap consists of 1 month Euribor plus the spread as mentioned above.
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VCL Mult-Compartment S.A.
6. NOTES TO THE ANNUAL ACCOUNTS

Note 22 - Subsequent events

On 21 March 2017, the outstanding principal on the Notes of Compartment VCL 20 has baen fully redeemed, using the
cash obtained from the repurchase of the Lease Receivables by Volkswagen Leasing GmbH.

Regarding the Emission Issue, there are no indications that recent developments will have a negative impact on
payments under the affected Financing Coniracts comprised in the pool of Receivables purchased, but any such impact
cannot be ruled out.

Effective as of 27 April 2017, Mrs P.J.S. Dunselman has resigned from her position as Director of the Company.
Effective as of 15 June 2017, Mr A. Nelke has been appointed as Director of the Company in replacement of Mrs P.J.S.
Dunselman.

No other event has occurred subsequent to the year-end which would have a material impact on the annual accounts as
at December 31, 2016.
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