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Innovations With Added Value for Customers
Social trends and customer wishes, possibilities for new technologies, tougher legal require-
ments and the pursuit of renewability – these are all factors responsible for stoking the fires
of  innovation. Ultimately, innovations should invariably offer customers new added value: ir-
respective of  the reason for the innovations, and new functions and technologies must always
offer new customer benefits and/or costs savings. Customers can always tell us their present
wishes, but a long-term strategy must look for wishes that customers will have in the future.
To be able to offer customers inspiring products with value-adding innovations, Volkswagen
– within the framework of  the Group Strategy 2015 – defined four areas of focus that are of
relevance to customer and costs, and on which new projects are to be based.

Fuel Consumption and Lightweight Design
Driven by tougher exhaust emission standards and rising oil prices, the Volkswagen Group
is taking various approaches to reducing fuel consumption and emission levels. Parallel
to launching the highly dynamic and low-consumption TSI® generation of  engines and 
developing hybrid vehicles, Volkswagen researchers are working on a new diesel Combined 
Combustion System. This leads to a significant reduction in emissions while saving fuel at the 
same time. In addition to more efficient drivetrains, lightweight design has great potential for
fuel efficiency and driving pleasure. Highstrength and super high-strength steel offer
potential for significantly reducing the vehicle weight.

Product Diversification
Our modular strategy enables us to manufacture diversified products at competitive costs,
thereby allowing us to maintain their individuality. New construction methods are necessary
– for example frame-type construction for low production volumes and lightweight steel con-
struction for highproduction volumes – to further reduce one-time expenses. Furthermore,
innovative active materials or nanotechnologies give components new functions or enable
functional integration within components. Examples of  this are active vibration damping or 
the windscreen transparency function that allows drivers to use the windscreen as an indi-
vidual anti-dazzle or sun protection, or simply to give them added privacy.

Increased User-Friendliness for Customers
The range of  functions and the level of  electronic features in our vehicles will increase, and 
there will also be a growing customer demand for greater user-friendliness. By presenting
information clearly and offering intuitive input options, we can ensure that technology will be 
understood and used by all. In the research stage, the customer benefits of  new information
and warning strategies are already evaluated by a comprehensive test group.

Accident Prevention and 
Information Networking
Driver-assistance systems increase vehicle security and 
reduce accidents. In addition to ABS and ESP, newly devel-
oped systems help make this possible, such as the first stage 
of  the active Reduced Stopping Distance system (RSD) in 
combination with Adaptive Cruise Control (ACC), which
comes as standard in the Passat, a first for a vehicle in the 
mid-class. While ACC is a comfort function that can be 
switched on and off at will, RSD is constantly vigilant and 
activates the brake system when there is a risk of  a crash 
(brakes move into position, resting lightly upon the brake 
disks), thereby reducing the system reaction time. This helps 
to either avoid or reduce the severity of  accidents. In its new 
Audi Q7 model, the Audi brand introduced the side assist 
feature. This system helps drivers change lanes by monitor-
ing the areas beside and behind the vehicle and by inform-
ing the driver via a signal in the door mirror whenever it 
detects another vehicle in the next lane. Although all of
these systems are still geared towards individual functions,
the future will see them merging to become an all-round
environment-sensing system. The scope of  future technical
possibilities was demonstrated impressively by the Volkswa-
gen Touareg “Stanley” with its victory in the Grand Chal-
lenge – a race for automated cars over more than 200 km. 
For anticipatory driving to be possible, the vehicle’s own sys-

tems must be linked with information from the infrastructure
and from other, similarly equipped vehicles. Based on radio 
technologies such as wireless LAN, tomorrow’s vehicles will 
be networked with mobile electronic devices and with one 
another. Together with other European manufacturers, we
are leading the universal standardization of  Car-to-X com-
munication. This envisages a self-organizing traffic system 
with on-board artificial intelligence.

Intangible Innovations
At Volkswagen, we also see our automotive services as in-
novations. Here, we are focusing on the growing customer 
interest in the possibility of  mobility packages that offer an 
extensive range of  services at a fixed monthly rate. Since 
2005, we have offered brand-specific service contracts that
combine financing, car insurance and extended warranty
insurance. We use test scenarios to examine how additional 
service aspects can be incorporated in these packages.
 In order to inject a new dynamic to our insurance busi-
ness, we signed a cooperation agreement with Allianz AG
in September 2005 in which we revised our longstanding 
cooperation.

Innovations

  Changing mobility requirements    
drive our innovations. In addition to  

“automobility”, we offer our customers
innovative financial solutions, thereby

increasing their financial mobility as well.
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Global Equity Markets
In 2005, global equity markets recorded a positive trend overall. This was driven by robust
global economic growth and continuing low interest rates. Even uncertainty on the global oil 
and commodity markets was unable to hold back this positive trend
for long. At the year-end, the DAX closed at 5,408 points, up 27.1% on the prior year. The
automotive sector index DJ Euro STOXX Automobile also developed positively, rising 
20.1% in 2005 and ending the year at 225 points.

Development of the Volkswagen Share Price
Volkswagen AG shares substantially outperformed this positive market trend. This was due 
to improved cost structures and the success of  the new models. In addition, the investment in 
Volkswagen AG by Dr. Ing. h. c. F. Porsche Aktiengesellschaft led to above-average interest
in the Company’s shares. Although the share price then dropped back slightly, it remained
at an encouraging level. At the year-end, Volkswagen’s ordinary share price was €44.61, a 
strong increase of  33.8% over the price on December 31, 2004. The ordinary shares peaked 
at €54.01 on October 4, 2005 and reached an annual low of  €31.88 on April 28, 2005. 
Volkswagen’s preferred shares also rose sharply during this period. They ended 2005 up 
33.1% at €32.50. During the year, the price of  the preferred shares ranged between €24.00 
and €40.00. 

Dividend Yield
Based on the dividend proposal for fiscal year 2005, the dividend yield on Volkswagen AG
ordinary shares is 2.6% and the yield on the preferred shares 3.7%. Volkswagen shares there-
fore continue to be an attractive investment for both institutional and private investors. This
is particularly true of  the preferred shares. Details of  the current dividend proposal can be 
found in the Volkswagen AGchapter (condensed, according to German Commercial Code) 
on page 75 of  this Annual Report.

Earnings Per Share
Basic earnings per ordinary share were €2.90. In accordance
with IAS 33, calculation of  basic earnings per share is based 
on the weighted average number of  ordinary shares out-
standing in the fiscal year (see also note 8 to the Volkswagen
consolidated financial statements).

Shareholder Structure
The shareholder structure of Volkswagen AG as of  Decem-
ber 31, 2005 is shown in the chart further down this page.
As of  December 31, 2005, the subscribed capital of Volk-
swagen AG comprised 321,929,800 ordinary shares and 
105,238,280 preferred shares. As the largest single share-
holder, Dr. Ing. h. c. F. Porsche Aktiengesellschaft held 
18.5% of  the voting shares at the balance sheet date. This
corresponds to 14.0% of  subscribed capital. The State of
Lower Saxony held 18.1% of  the ordinary shares or 13.6% 
of  subscribed capital. As of  December 31, 2005,
Volkswagen AG held 41,719,353 ordinary treasury shares,
corresponding to 13.0% of  all ordinary shares or 9.8% of
subscribed capital. A further tranche of  shares is held by in-
vestment consultant Brandes Investment Partners, LCC, San 
Diego, California, USA, which notified Volkswagen AG that
the total proportion of  ordinary shares held by its clients 
amounted to 8.58% of  all ordinary shares on September 30, 
2005. On October 11, 2005,
investment management company The Capital Group
Companies, Inc., Los Angeles, USA, held 3.504% of  the 
voting capital of Volkswagen AG.
The proportion of  subscribed capital held by foreign insti-
tutional investors – including Brandes Investment Partners,
LCC and The Capital Group Companies, Inc. – was 31.1% 
in total (previous year: 38.9%). German institutional inves-
tors held 7.0% (7.4%).

Seventh Tranche of Stock Option Plan
In the period under review, the Board of  Management of
Volkswagen AG, with the consent of  the Supervisory Board,
offered the seventh tranche of  the stock option plan in place 
since 1999 to eligible employees covered by collective wage 
agreements and for whom remuneration is not collectively

agreed, to members of  management and to the Board of
Management. Once again, we thus created an incentive for
our staff  to contribute to increasing the value of  our Com-
pany. During the subscription period between June 1 and 
July 8, 2005, approximately 36,000 of  the eligible employees
exercised their right to subscribe. In total, they subscribed 
for 297,561 convertible bonds with a nominal value of  €0.8 
million, entitling them to purchase up to 2,975,610 ordinary
shares during the conversion period from July 9, 2007 to July
1, 2010. This assumes, however, that the price of Volkswa-
gen ordinary shares at that time exceeds the stipulated
staggered conversion prices.
Due to the positive trend in Volkswagen’s share price over
the last year, around 22,000 employees exercised their rights 
under the convertible bonds from the fifth tranche, which
they subscribed to in 2003. This resulted in 1,639,860 
new ordinary shares or €0.4 million of  subscribed capital. 
Further details of  our stock option plan can be found in the 
notes to the Volkswagen consolidated financial statements,
starting on page 154. 

Volkswagen in Sustainability Indices
Since September 19, 2005, Volkswagen Group shares have
no longer been represented in the Dow Jones Sustainability 
Index (DJSI) World and DJSI STOXX sustainability indices.
Although we received a higher score than in the previous
year in the annual ranking by Swiss research and rating
agency SAM (Sustainable Asset Management), it was not 
enough to maintain a place in these indices, in which Volk-
swagen had been represented since their launch in 1999. 
We have therefore taken measures to ensure that the shares
are readmitted to these indices at a future date. Volkswagen
shares continue to be represented in the London-based
FTSE4Good Europe and FTSE4Good Global sustainability 
indices, whose criteria focus more on corporate social re-
sponsibility. In addition, Volkswagen shares are represented
in the sustainability index of  Bayerische Hypo- und Vereins-
bank AG, which measures the share price performance of
16 selected European companies and was launched in 2005.

Shares and Bonds

Share price development from December 2004 to December 2005

Index based on month-end prices: Dec. 31, 2004 = 100
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In fiscal year 2005, the Supervisory Board dealt in detail with the current position and the 
development of  the Volkswagen Group. In compliance with legal requirements and the 
German Corporate Governance Code, we provided advice and support to the Board of  
Management in the running of  the Company. We were consulted directly with regard to all 
decisions of  fundamental significance to Volkswagen. The Board of  Management provided 
us with regular, complete and prompt verbal and written reports on all key issues for the 
Volkswagen Group relating to the development of  business, the current position of  the 
Group including the risk situation, risk management and other matters. The Board of  
Management submitted detailed monthly reports on the current business position and the 
forecast for the year as a whole. It provided us with a verbal or written account of  any 
variations from the defined plans and targets. Together with the Board of  Management, we 
discussed the reasons for these variations so that effective measures could be taken. The 
Supervisory Board held four ordinary meetings and one extraordinary meeting in 2005. 
Average attendance by Supervisory Board members was 94%. All members attended more 
than half  of  the meetings. In addition, resolutions regarding urgent business transactions 
were adopted in writing by means of  a circulated document. 

Report to Management

Committee Activities 
The Supervisory Board has established three committees, 
each composed of  two shareholder representatives and 
two employee representatives. These committees are the 
Presidium and the Mediation Committee in accordance 
with section 27(3) of  the Mitbestimmungsgesetz (German 
Codetermination Act), as well as the Audit Committee. 
Membership of  the committees at the end of  2005 is 
indicated in the list of  Supervisory Board members on page 
187. The Presidium of  the Supervisory Board was convened 
prior to each Supervisory Board meeting. The main topics 
discussed at these meetings were fundamental issues relating 
to corporate policy and management, as well as personnel 
changes on the Board of  Management. The Audit Commit-
tee held five meetings in 2005. The key topics of  its meetings 
were the consolidated financial statements and risk manage-
ment. The Audit Committee also dealt with the interim 
reports, matters relating to financial reports and their audit 
by the auditors. On July 25, 2005, the Audit Committee held 
a special meeting due to suspicions of  corruption and fraud, 
in connection with which the Volkswagen Group dismissed 
two employees and called in the public prosecutor’s office in 
Braunschweig. At this meeting, the Internal Audit Depart-
ment, which had been tasked with clarifying the matters, 
and the external audit firm KPMG outlined how the 
investigation would be organized and what was known at 
that time. The Mediation Committee was not required to 
convene during the year. 

Topics Discussed by the Supervisory Board 
At our meeting on February 25, 2005, we thoroughly 
examined and subsequently approved the annual financial 
statements of  Volkswagen AG and the consolidated financial 
statements of  the Group prepared by the Board of  Manage-
ment for 2004. At the Supervisory Board meetings in 
February, April and September 2005, we considered the 
extent to which the Group strategy 2015 had been imple-
mented. At the Supervisory Board meeting on September 
23, 2005, we gave the Board of  Management the task of  
reviewing all options for the wholly-owned subsidiaries gedas 
Aktiengesellschaft and Europcar International S.A.S.U., 
ranging from strategic expansion through to an IPO or sale. 
The independent auditors from KPMG also gave us a verbal 
progress report on the status of  the investigation into 

irregularities at Volkswagen. We examined its results in 
detail. An extraordinary Supervisory Board meeting was 
held on October 10, 2005, at which we dealt with the 
investment by Dr. Ing. h.c. F. Porsche Aktiengesellschaft. The 
Supervisory Board welcomed its acquisition of  around 20% 
of  Volkswagen AG ordinary shares. In this context, we 
authorized the Board of  Management to conclude a 
governing agreement on future operational cooperation with 
Porsche. To avoid any appearance of  a conflict of  interest 
and any possible influence on the decision concerning 
cooperation with Porsche AG, the Chairman of  the Supervi-
sory Board did not participate in the negotiations on the 
governing agreement between Volkswagen AG and Dr. Ing. 
h.c. F. Porsche Aktiengesellschaft at the Supervisory Board 
meeting on November 11, 2005. At our meeting on Novem-
ber 11, 2005, we discussed in detail the Volkswagen Group’s 
financial and investment planning for 2006 to 2008 and 
approved the Board of  Management’s proposals. We also 
approved the investment program for Volkswagen AG. 
Another topic of  this meeting was the written progress 
report on the investigation being conducted by the indepen-
dent auditors at KPMG. This report described howindi-
vidual employees tried to damage the Volkswagen Group, 
circumvent expense claim and other rules and procure 
benefits going as far as personal gain. According to the 
report, VW’s functioning control systems thwarted attempts 
to siphon off  Company funds via front companies and 
hidden shareholdings. The Company nevertheless suffered 
financial losses, partly as a result of  the submission of  
so-called “internal receipts”. The Supervisory Board is 
therefore pushing for events to be fully clarified. Volkswagen 
will also be suing the people concerned for damages. As a 
result of  these events, the Company has installed a Group-
wide ombudsman system and tightened individual approval 
and control mechanisms.
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