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Ratings 

 

 

Notes: 

 The ratings address the payment of timely distribution of scheduled interest and ultimate principal by the legal final maturity date. 

+Credit enhancement is shown at closing and includes overcollateralisation, subordination of the Class B Notes, a Subordinated Loan 

and a Cash Collateral Account.The Cash Collateral Account amortises, from an initial 1.20%, to a floor of 1.00% of the original 

discounted receivables balance and initially provides liquidity support only but is available to repay principal on the Scheduled 

Repayment Date or as soon as no more Purchased Loan Receivables are outstanding. 

 

Transaction Summary 
 

DBRS Ratings Limited (“DBRS”) has finalised Provisional Ratings previously assigned to the Class A  and  Class 

B Notes issued by Driver Twelve GmbH (“Issuer” or “SPV”) as listed above. The transaction uses a 

securitisation SPV structure under German Law and closed on 28th May 2014. The transaction represents 

further issuance under Volkswagen Bank GmbH’s (“VW Bank”) auto loan receivables program in Germany.   

 

There are two classes of rated Notes included in the transaction. Initial Class A credit support of 9.00% 

includes overcollateralisation (0.90%), subordination of the Class B Notes (3.05%), a Subordinated Loan 

(3.85%) and a Cash Collateral Account (1.20%). Class A overcollateralisation in the transaction will build to 

a target of 11.00%. Initial Class B credit support of 5.95% includes overcollateralisation (0.90%), a 

Subordinated Loan (3.85%) and a Cash Collateral Account (1.20%).  Class B overcollateralisation in the 

transaction will build to a target of 7.00%.  

 

The securitised portfolio consists of a pool of auto loan receivables to retail and commercial customers 

secured by new and used vehicles. The pool has a weighted average original term of approximately 47 

months and auto loans representing new vehicles account for roughly two thirds of the receivables.   
 

Notable Features 
• There is no revolving period, the transaction amortises as of the Closing Date.  

• Floating rate notes have been issued. 

• The General Cash Collateral Account is not fixed throughout the life of the transaction and 

amortises to a 1.00% floor of the original discounted receivables balance. 

• The transaction has a sequential/pro-rata amortisation structure whereby initially all principal 

payments from the auto loan receivables will pay down the Class A Notes until Class A 

overcollateralisation reaches its target level of 11.00%. Thereafter, Class A and Class B will receive 

principal on a pro-rata basis unless a performance trigger is breached as is described more fully in 

the Credit Enhancement section of this report. 

• VW Bank has the option to repurchase the receivables (Clean-Up Call) from the Issuer if the 

discounted princial balance is less than ten per cent. 

• There is no excess spread mechanism within the structure as receivables are discounted 

referencing the interest and expenses incurred through the waterfall; any shortfalls arising from 

contractual pre-prepayments are settled by the Originator. 
 

Debt 
Par Amount 

(€) 

Initial Credit 

Enhancement+ 
Index 

Note 

Margin 
ISIN Rating Action Rating 

Class A Notes 1,250,000,000 9.00% 
Euribor 

1m 
0.35% XS1055190950 

Provisional Rating - 

Finalised  
AAA (sf) 

Class B Notes 41,300,000 5.95% 
Euribor 

1m 
0.70% XS1055191685 

Provisional Rating - 

Finalised  
A (high) (sf) 

Subordinated Loan 52,285,748 2.10% 
Euribor 

1m 
2.10% N/A N/A Not Rated 
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Strengths 
• The securitised portfolio benefits from approximately ten months of seasoning. 

• There is no direct residual risk associated with the securitised portfolio, all receivables represent 

repayment loans. 

• The eligibility criteria exclude customers who are classifed as overdue whilst also mandating that 

two installments have already been paid as at the Cutoff Date. 

• VW Bank are a highly experienced, financially strong captive finance servicer. 
 

Challenges and Mitigating Factors  
• VW Bank is permitted to commingle collections on the receivables with collections transferred on 

a monthly basis to the Issuer’s Distribution Account. 

Mitigant: Rating thresholds related to the servicer have been established that, if breached, will 

only allow continued commingling to the extent the servicer deposits, in advance, expected 

collections on the receivables on a bi-weekly basis. Furthermore, actual collections related to these 

bi-weekly periods will be transferred within two business days. 

• The transaction contains potential set-off risk relating to borrowers with deposits at VW Bank.  

Mitigant: The transaction’s eligibility criteria exclude, on the Cutoff Date, customers who hold 

deposits with VW Bank. Furthermore, failure of the servicer to maintain certain rating thresholds 

obliges VW Bank to post additional collateral equal to the potential set-off risk that will be adjusted 

on a monthly basis. This Set-Off Risk Reserve will be deposited into the Cash Collateral Account 

and is exclusively reserved to cover set-off risks.  

• DBRS was not provided with historic portfolio recoveries data. 

Mitigant: DBRS derived a recovery rate assumption from loan level loss data as reported from 

existing and paid-off Driver transactions where VW Bank has acted as the Seller. 
 

Rating Rationale 
 

The Ratings are based upon a review by DBRS of the following analytical considerations: 

� Transaction capital structure, proposed ratings and form and sufficiency of available credit 

enhancement. 

- Credit enhancement is in the form of overcollateralisation, subordination of the Class B Notes, a 

Subordinated Loan and a Cash Collateral Account. Credit enhancement levels are sufficient to 

support DBRS projected expected cumulative net loss (CNL) assumption under various stress 

scenarios.   

� The ability of the transaction to withstand stressed cash flow assumptions and repay investors 

according to the terms in which they have invested. For this transaction, the rating addresses the 

payment of timely interest on a monthly basis and principal by the legal final maturity date.   

� The transaction parties’ capabilities with regards to originations, underwriting and servicing and the 

financial strength of Volkswagen Bank GmbH (“VW Bank”).     

- DBRS has conducted an operational risk review of VW Bank at their headquarters in Braunschweig, 

Germany and is comfortable with their ability to perform as servicer on the transaction.     

- VW Bank is part of Volkswagen AG (“VW”), a leading worldwide manufacturer of high quality 

automotive vehicles and provider of diversified financial services.   

� The credit quality and industry diversification of the collateral and historical and projected performance 

of VW Bank’s auto loan receivables portfolio. 

� VW Bank’s underwriting techniques that include the use of proprietary scorecards that have enabled 

delinquencies and losses to remain at manageable levels despite the recent economic downturn. 

� The transaction’s consistency of the legal structure with the DBRS Legal Criteria for European 

Structured Finance Transaction’s methodology and the presence of legal opinions that address the true 

sale of the assets to the issuer and non-consolidation of the special purpose vehicle with the seller.   
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Sovereign Assessment 
 

On 11 April 2014, DBRS Ratings Limited confirmed its long-term foreign and local currency issuer ratings on 

the Federal Republic of Germany at AAA, and its short-term foreign and local currency issuer ratings at R-1 

(high). The trend on all ratings is Stable.  
 

The rating confirmation reflects DBRS’s assessment that Germany’s competitive economy and its fiscal and 

macroeconomic policies are likely to support the continuation of the downward trajectory of the public 

debt ratio. Germany’s broad export base and the positive outlook for domestic demand provide further 

support to the rating. However, public debt levels remain elevated and Germany’s public finances could 

come under pressure if the country’s long-term demographic challenges are not addressed or if there was 

a resurgence of instability in the Euro area, which would result in debt - write downs for the debtor countries 

or in a call on the guarantees given by the creditor countries under the EFSF and the ESM.  
 

The Stable trend reflects DBRS’s belief that Germany has the political and economic capacity to manage its 

challenges. The ratings could come under pressure if the debt-to-GDP ratio is put on an upward path over 

the medium term in the event of marked economic underperformance and sustained fiscal slippage.  

 

For more information, please refer to the most recent published press release by DBRS Ratings Limited 

regarding the Federal Republic of Germany. 
 

Sector Analysis 
 

According to the Federal Motor Vehicle Office (Kraftfahrt-Bundesamt or “KBA”), 2.95 million new passenger 

cars were registered in Germany throughout 2013, a 4.2% fall compared to 2012. This was the first time 

since 2010 that registrations had fallen below three million and maintained the falling trend observed since 

2011. Registrations for the first four months of 2014 show a slight improvement compared to 2013 but 

despite improving conditions in Q1, April’s volumes were lower than those observed a year ago.  

 

Despite the overall market contraction, VW Group’s market share continues to rise and represented over 

39% of the German market in 2013 and YTD 2014. The growth in market share has varied across brands 

with increased sales of SEAT and Skoda vehicles offsetting falls within the Volkswagen brand. Although 

overall sales have fallen, the Volkswagen brand accounts for the top four selling vehicles in Germany (Golf, 

Polo, Passat and Tiguan) with the Audi A3 completing the top five.  

 

German Market Share / Volume   VW Group – Passenger Car Brand Mix 
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Transaction Parties and Relevant Dates 
 

Transaction Parties 

 
Type Name Rating 

Issuer Driver Twelve GmbH N/A 

Paying Agent, Calculation Agent, Cash 

Administrator and Account Bank 
Elavon Financial Services Limited, U.K. Branch DBRS Private Rating  

Seller and Servicer Volkswagen Bank GmbH DBRS Private Rating 

Subordinated Lender Volkswagen International Luxemburg S.A. DBRS Private Rating 

Co-Arrangers 
Raiffeisen Bank International AG / 

Volkswagen Financial Services AG 

N/A 

Joint Lead Managers 
Raiffeisen Bank International AG / 

RBC Europe Limited 

N/A 

Data Protection Trustee Wilmington Trust SP Services (Luxembourg) S.A. N/A 

Corporate Services Provider Wilmington Trust SP Services, (Frankfurt) GmbH N/A 

Security Trustee Wilmington Trust SP Services (Amsterdam) B.V. N/A 

Class A and Class B Swap Counterparty 
DZ BANK AG Deutsche Zentral-

Genossenschaftsbank, Frankfurt am Main 

AA (low) R-1 (middle) Stable 

 

Relevant Dates 

 
Type Date 

Cutoff Date 30 April 2014 

Issue Date 28 May 2014 

First Interest Payment Date 23 June 2014 

Payment Frequency Monthly 

Legal Final Maturity Date Class A Notes 22 May 2020 

Class B Notes 22 May 2020 

 

Volkswagen Bank & Volkswagen Financial Services 
 

DBRS conducted an operational review of Volkswagen Bank GmbH (VW Bank) auto finance operations in 

Braunschweig, Germany. VW Bank is a wholly owned subsidiary of Volkswagen Financial Services AG 

(VWFS), which itself is wholly owned by the Volkswagen Group (VG). DBRS considers VWFS’ German 

origination and servicing practices to be consistent with those observed among other auto finance 

companies.  
    

VW Bank was founded in 1949 and is headquartered in Braunschweig, Germany. VW Bank is part of 

Volkswagen Financial Services, AG which is responsible for coordinating the worldwide financial services 

activities of the Volkswagen Group.  VW Financial Services provides banking, leasing, insurance, and other 

services to its retail, wholesale and fleet customers. 

 

As an operating subsidiary of Volkswagen Financial Services AG, VW Bank looks to provide their customers 

with everything they need to achieve financial and mobile flexibility.  The product offerings range from the 

financing of new and pre-owned cars of the Volkswagen Group and non-Group brands, to wholesale 

financing and direct banking. Within this business model, VW Bank also supports the sale of the products of 

the Volkswagen Group and its brands. VW Bank co-operates closely with approximately 2,300 dealerships 

of the Volkswagen Group. A dealer can thus offer the customer complete service from a single source, 

including the financing.  In addition, dealers receive valuable support from VW Bank in the form of diverse 

training measures and extensive marketing support. 

 

DBRS upgraded Volkswagen AG’s issuer rating to ‘A’ in October 2013 and revised the trend to stable. DBRS 

has assigned a private rating to VW Bank. An outline of the Group’s operational structure is shown below. 
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Underwriting and Servicing 
 

1. Origination & Underwriting 

Origination and sourcing: 

VW Bank offers different kinds of products for financing new and used cars. A ‘Classic Credit’ loan agreement 

represents finance at a fixed interest rate where the loan balance fully amortises through equal monthly 

instalments. A second type of finance is called the ‘Auto Credit’ loan where borrowers have three options 

at loan maturity. Option one allows the borrower to pay off the final balloon payment; option two is to 

refinance the final balloon payment or option three allows the borrower to return the vehicle to the dealer, 

where under a guarantee, the dealer has the obligation to make the final balloon payment to VWB. If the 

dealer defaults and fails to fulfil its duties, the borrower will be liable for the final balloon payment under 

the loan agreement. 
 

Underwriting process:   

All underwriting activities at VWFS are appropriately segregated from marketing and sales.  VWFS adheres 

to standard identify and income verification practices including collection of income statements while 

identity cards, proof of address and utility bills are reviewed.  External credit data is retrieved from two 

nationally-recognized bureaux (SCHUFA, Credit reform) and incorporated into the automated credit scoring 

models.  Prior to acceptance of an application, VW Bank checks the credit standing of the customer. For 

private and commercial retail customer contracts, applications are automatically approved by a scoring 

system if the information on the application meets VW Bank's criteria.  
   

Applications are analysed through VWFS’s internal credit scoring system which assigns a ‘band’ to the loan 

denoting the risk associated with the borrower and loan.  Bands ‘A’ and ‘B’ are considered the lowest risk 

while high risk loans are classified as ‘D’ or ‘Z’ band.  Dual bureau data is primarily used for high risk bands.  

Automatic decisioning only exists for the low risk bands and as expected the approval rate is considerably 

lower for ‘D’ bands. Approximately 28% of all applications are referred and 2% are declined immediately.   
    

Applications that are not automatically accepted by the scoring system are assessed by an employee of the 

credit department. The employees of VW Bank's credit department typically have several years' industry 

experience and degrees in business administration. Each employee is personally assigned a credit ceiling up 

to which they may underwrite a given loan. 
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Summary strengths: 

• Global brands with good reputation and strong position within the German market.   

• Rising penetration rate over last few years.  

• Use of multiple rules-based credit scoring models incorporating dual credit bureau data and 

monthly analysis of rules and performance metrics.  

• Centralised and independent credit and risk management functions with underwriting teams split 

between retail (individuals and business) and corporates. 

 

2. Servicing 
Servicing begins during the final stages of initial financing with the customer services department reviewing 

all borrower documents and credit terms including interest rates, loan maturity, insurance and prepayment 

terms. The majority of payments are made via direct debit (over 99%) and have monthly payment 

frequencies and virtually no balloon payments for standard purchase loans. In the rare circumstance where 

customers do not agree to this requirement, payment comes from standing orders for payment transfers 

from their bank account, regular bank transfers, or cheque.   

   

Servicing is centralised and the company places considerably focus on customer service evidenced through 

proactive assessment of customer satisfaction following contract execution and quarterly surveys. VWFS 

employs a customer contact council as well as a professional planning forum to ensure adherence to 

corporate strategies involving customer service. Given VWFS’s low staff attrition rate, average company 

tenure among the servicing group is estimated at over five years.  

    

The arrears management process is heavily automated and is driven by an SAP workflow system providing 

collection teams daily workload reports and performance monitoring statistics.  VWFS complies with all 

regulatory guidelines. The company’s behavioural scoring model which assigns a probability of default (PD) 

and loss given default (LGD) to each loan is used to segregated arrears cases based on the risk profile.    VWFS 

continues to place more focus on specialised collections for vulnerable customers as a result of the 

economic crisis.     

    

Initial collections activity starts in the Debt Management unit where letters are sent out at 12, 24, and 36 

days past due. The collection activities are supplemented through phone calls that are prioritised on the 

basis of risk and if non-payment continues for 53 days, then responsibility for the account typically migrates 

to the Collection Centre. Once in the Collections Centre, borrowers are notified that their contract is being 

terminated and then have 14 days to surrender the vehicle or make all past due payments. In around 50% 

of the cases, the Collection Centre successfully achieves that the contract becomes current again. In those 

cases where the customer does not surrender the car to the dealer, external repossession companies are 

utilised to secure the vehicle which usually occurs at the 91st day of delinquency.  The vehicle is then 

marketed at VW Group’s network. 
 

Summary strengths: 

• Majority of payments made via direct debit.  

• Low default rate and stabilised recovery rates.  

• Active early arrears management practices which benefit from automated workflows and 

behavioural scoring that segregates arrears cases based on risk and loan size.   
 

Opinion on Back-Up Servicer: 

No back-up servicer on the Programme. DBRS believes that VG’s current financial condition mitigates the 

risk of a possible disruption in servicing following a potential servicer event of default including insolvency.  
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Collateral Analysis Details 
 

Data Quality 
 

DBRS reviewed historical performance of VW Bank’s originations by monthly vintage on a cumulative net 

loss basis (CNL) going back to January 2004. VW Bank also provided data relating to dynamic defaults, 

delinquency and portfolio stratification tables that allowed DBRS to further assess the portfolio. 
 

No dedicated recoveries information was made available; however DBRS reviewed previous transactions of 

auto loan receivables originated by VW Bank in order to support its analysis. The data received from VW 

Bank was considered to be satisfactory. 
 

Collateral Analysis 

As shown in the chart below, the receivables expected to form the pool are substantially similar to those in 

prior Driver transactions (selected). VW’s conservative and consistent origination practices continue to 

result in homogeneous, granular, seasoned collateral pools characterized by strong down payments, low 

contractual interest rates, a bias toward balloon based contracts, regional diversification and a 

representative mix of the VW’s brands.  

 

 

Private Private Private Private

Driver 2011-2 Driver 2012-1 Driver 10 Driver 2013-1 Driver 11 Driver 2014-1 Driver 12

Amount (€000's) 997              1,000           1,000           1,000           750              1,000           1,356           

Closing Date Aug-11 Apr-12 Feb-13 Jun-13 Jul-13 Apr-14 May-14

New % 65.7% 65.9% 65.7% 65.3% 65.3% 66.8% 66.6%

Used% 34.3% 34.1% 34.3% 34.7% 34.7% 33.2% 33.4%

Down Payment 24.7% 24.4% 24.7% 24.5% 24.6% 23.7% 23.8%

Retai l/Corporate* 73% / 27% 69% / 31% 70% / 30% 71% / 29% 71% / 29% 99.8% / 0.2% 99.7% / 0.3%

Direct Debit 99.8% 99.8% 99.8% 99.8% 99.8% 99.8% 99.8%

Top 20% 0.246% 0.271% 0.269% 0.291% 0.330% 0.438% 0.264%

Avg. Outstanding Discounted Balance 12,632         13,915         14,084         14,050         13,937        14,503        14,193         

W. Avg. Interest Rate 3.94% 4.08% 3.83% 3.70% 3.64% 3.21% 3.20%

WA Original Term 47.01           47.10           47.44           47.59           47.51           47.42           47.43           

WA Remaining Term 34.17           36.22           36.58           36.11           36.51           36.59           36.94           

Seasoning 12.84           10.88           10.49           11.04           10.48           10.00           9.65             

Product Type

AutoCredit 82.2% 82.0% 82.0% 82.2% 82.2% 84.7% 84.7%

ClassicCredit 17.8% 18.0% 18.0% 17.8% 17.8% 15.3% 15.3%

Autocredit Balloon % Original 42% 41% 41% 42% 42% 44% 43%

Make

Audi 17.6% 19.8% 21.9% 21.3% 21.5% 21.3% 20.8%

SEAT 6.0% 5.6% 5.3% 5.1% 5.1% 4.1% 4.3%

Skoda 10.9% 11.5% 12.0% 13.0% 13.3% 13.2% 13.6%

VW 63.1% 61.1% 58.8% 58.5% 58.1% 59.6% 59.4%

Other 2.3% 2.1% 2.1% 2.0% 2.0% 1.8% 1.8%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Top 3 Regions

North Rhine Westfal ia 19.2% 19.7% 20.0% 20.3% 19.8% 20.3% 20.3%

Bavaria 13.3% 13.4% 13.7% 13.8% 13.4% 13.7% 13.6%

Baden-Wuertemberg 11.4% 11.1% 11.4% 11.3% 11.3% 11.7% 11.7%

Original Credit Enhancement

Class A 8.95% 9.50% 9.20% 9.50% 9.20% 9.00% 9.00%

Class B 5.95% 5.95% 5.95% 5.95% 5.95% 5.95% 5.95%
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* The Retail / Corporate mix defintion has been amended for Driver 12. Previously the Originator identified corporate clients through a  "branch/industry" 

identifier, going forward this has shifted to a balance weighted definition where any borrower with a total loan amount exceeding EUR 1mn is flagged as 

corporate client. 

Source: VW Bank 

 

VW Bank’s two core product offerings are known as “ClassicCredit” and “AutoCredit”. Both of these 

products are made available to finance new and used vehicles and are distinguished by a final balloon 

payment feature available to AutoCredit customers; both types of contract offer fixed monthly installments.  

 

The portfolio will be subject to the following eligibility criteria (summarised): 

 

• The Loan Contracts constitute legal valid, binding and enforceable agreements. 

• The Purchased Loan Receivables are assignable and pay equal monthly installments and may also 

include a final balloon payment. 

• VW Bank can dispose of the Purchased Loan Receivables free from rights of third parties; 

• The Purchased Loan Receivables are free of defences,  as well as free of rights of third parties and 

that the Borrowers have no set-off claim. 

• No Purchased Loan Receivable is overdue. 

• The status and enforceability of the Purchased Loan Receivables is not impaired due to warranty 

claims or any other rights of the Borrower. 

• The status and enforceability of the Purchased Loan Receivables is not impaired by set-off rights 

and that no Borrower maintains deposits on accounts with VW Bank. 

• None of the Borrowers is an affiliate of Familie Porsche Stuttgart und Familie Piech Salzburg Gruppe 

(registered under a single borrower unit at the German Central Bank). 

• Terminations of the Loan Contracts have not occurred and are not pending. 

• The Loan Contracts shall be governed by the laws of Germany and have not been concluded prior 

to January 2002. 

• The Loan Contracts have been entered into exclusively with Borrowers which, if they are corporate 

entities have their registered office in Germany or, if they are individuals have their place of 

residence in Germany.  

• At least two instalments have been paid and the Purchased Loan Receivables require equal monthly 

payments to be made within seventy two (72) months of origination and may also provide for a 

final balloon payment. 

• Each of the Purchased Loan Receivables will mature no earlier than eighteen (18) months and no 

later than sixty (60) months after  the Cutoff Date. 

• The total outstanding amount of Purchased Loan Receivables assigned with respect to a single 

Borrower will not exceed EUR 500,000. 

• Loan Contracts which are subject to the provisions of the German Civil Code (Bürgerliches 

Gesetzbuch) on consumer financing, comply in all material respects with the requirements of such 

provisions and, in particular contain legally accurate instructions in respect of the right of 

revocation of the Borrowers and that none of the Borrowers has used its right of revocation within 

the term of revocation. 

• VW Bank may dispose of security title (Sicherungseigentum) to the Financed Objects in accordance 

with the Loan Receivables Purchase Agreement and that no third-party's rights prevent such 

dispositions. 

• According to VW Bank's records, no insolvency proceedings are initiated against any of the 

Borrowers. 

• VW Bank has not opted for German VAT in respect of the Purchased Loan Receivables. 
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Historical Performance 
 

The charts below show dynamic delinquency and outstanding balances for VW Bank’s total portfolio from 

Q4 2008, further delinquency data was received from VW Bank that provided an insight into both new and 

used car subsets.  
 

Dynamic Delinquencies 

 

 

 

 

 

 

 

 

 

 

 

                                                                      

 

 

 

 

 
 

 

Source: VW Bank 

 

Dynamic delinquency levels have been low and stable over the reported period, with the new vehicle subset 

demonstrating superior performance compared to that of used vehicles. Delinquency levels for agreements 

greater than sixty days in arrears have fallen since their peak of 1.40% in June 2009 and are now stable 

since December 2012 at 1.02%. Recent rises in arrears less than 30 days have been due to the switch to 

SEPA which have resulted in processing issues. The Originator has confirmed that this has been resolved 

and DBRS has not observed a downstream impact on later stage arrears cases. 
 

Outstanding Balances & New / Used Mix 
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VW Bank’s retail portfolio has continued to grow throughout 2013 from an average of €15bn to €16.8bn in 

December 2013. Since 2010, there has been an ongoing shift in the portfolio mix with new car balances 

falling from a peak of 63% to 56% as at December 2013. The positive shift in the used vehicle mix has been 

a result of the Originator’s strategy to increase penetration rates for used car financing. 

 

Transaction Structure 
 

The transaction structure is outlined below.  As the underlying assets are fixed rate auto loan receivables 

and the Notes are floating rate, the transaction will benefit from an interest rate swap whereby the issuer 

will pay a fixed rate to the swap counterparty and receive a floating rate to mitigate the interest rate risk. 

Repayment of the Notes is secured by payments from obligors with respect to the underlying auto loan 

receivables. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Issuer was established on 10 February 2014 as a special purpose vehicle for the purpose of issuing asset 

backed securities under the German Act on Companies with Limited Liability (GmbH-Gesetz). The duration 

of the Issuer is not limited under its Articles of Association (Gesellschaftsvertrag) and its purpose is to act 

as a special purpose vehicle for asset-backed transactions of a German credit institution ("asset pool 

supplier"). 

 

Under the Loan Receivables Purchase Agreement the Issuer has purchased receivables comprising of 

principal, interest and loan administration fees. The receivables reflect payment obligations due from 

borrowers in connections with the purchase of vehicles through VW’s dealer network in Germany. 

Furthermore, the Issuer has charged, assigned and pledged to the security trustee, Wilmington Trust SP 

Services (Amsterdam) B.V., all of the Issuer’s rights and interests in the assets. The security trustee has 

agreed to maintain and manage the loan collateral and these responsibilities have been delegated to the 

servicer, VW Bank. 

 

Source of Funds/Available Funds 
 

Payments to provide the 

specified General Cash 

Collateral Account Payments in respect of 

Shortfalls 
Repayment of 

Subordinated Loan 

subordinated to 

Noteholders 

Subordinated Loan 

Amount 

Payment of Interest and 

Principal Purchase Price 

Cash Collateral Account held 

at Elavon Financial Services 

Limited, U.K. Branch 

Volkswagen International 

Luxemburg S.A. as 

Subordinated Lender 

 

Noteholders 
Volkswagen Bank 

GmbH as Seller and 

Servicer 

Driver Twelve GmbH 

Proceeds from 

Note Issuance 

Sale and Transfer of 

Loan Receivables 

Class A and Class B notes 

Counterparty DZ Bank AG 

Floating Rate Payments 

Fixed Rate Payments 
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Funds available to the Issuer primarily represent customer collections with regards to the auto loan 

receivables and include payments in respect of principal, interest, fees, and enforcement / insurance 

proceeds. These collections are further supplemented by amounts paid by VW Bank to the Issuer which 

include settlement amounts relating to prepayment adjustments and contract cancellations. VW Bank is 

entitled to receive late Collections collected by the Servicer following the final write-off of a Loan Contract. 

The monthly Available Distribution Amount also includes funds held within the Cash Collateral Account as 

described within the “Reserves” section of this report. The Class A and Class B Principal Payment Amounts 

are utilised to reduce the aggregate outstanding principal amounts of the Class A and B Notes to the extent 

that the targeted amount of overcollateralisation remains constant as a percentage of the Aggregate 

Discounted Principal Balance. These percentage level thresholds increase following a Credit Enhancement 

Increase Condition as described within the “Triggers” section of this report. 

 

Priority of Payments 
 

 The transaction benefits from a single waterfall and has a sequential/pro-rata amortisation structure 

whereby initially all principal payments from the auto loan receivables pay down the Class A Notes until 

Class A overcollateralisation reaches its target level of 11.00%. As soon as the overcollateralisation afforded 

to the Class B Notes reaches its target level of 7.00%, the Class A and Class B Notes will receive principal on 

a pro-rata basis unless a performance trigger is breached.  
 

Prior to a Foreclosure Event, distributions stemming from the Available Distribution Amount are made in 

the following Order of Priority (summarised): 

 

• Payments in respect of taxes by the Issuer. 

• Payments to the Security Trustee. 

• Payments to the Servicer. 

• Payments to the directors of the Issuer; Corporate Services Provider, Data Protection Trustee, 

Agents, Account Bank, Rating Agencies and to the Issuer to cover administration costs and Issuer 

expenses (including Listing of the Notes). 

• Interest on the Class A Notes. 

• Interest on the Class B Notes. 

• Replenishment of the Cash Collateral Account (subject to the Specified General Cash Collateral 

Account Balance). 

• Class A Principal Payment Amount. 

• Class B Principal Payment Amount. 

• Interest on the Subordinated Loan. 

• Principal towards the Subordinated Loan. 

• All remaining excess to VW Bank (final success fee). 
 

After a Foreclosure Event, distributions from the Available Distribution Amount are made in the following 

Order of Priority (summarised): 

 

• Payments in respect of taxes by the Issuer. 

• Payments to the Security Trustee. 

• Payments to the Servicer. 

• Payments to the directors of the Issuer; Corporate Services Provider, Data Protection Trustee, 

Agents, Account Bank, Rating Agencies and to the Issuer to cover administration costs and Issuer 

expenses (including Listing of the Notes). 

• Interest on the Class A Notes. 

• Class A Principal Payment Amount. 

• Interest on the Class B Notes. 

• Class B Principal Payment Amount. 

• Interest on the Subordinated Loan. 
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• Principal towards the Subordinated Loan. 

• All remaining excess to VW Bank (final success fee). 
 

 

 

 

Triggers 
 

A Level 1 Credit Enhancement Increase Condition shall be deemed to be in effect if the Cumulative Net Loss 

Ratio exceeds (i) 0.5 per cent. for any Payment Date prior to or during August 2015; or (ii) 1.15 per cent. for 

any Payment Date from September 2015 but prior to or during May 2016.   
 

In the event that a Level 1 trigger is breached pro-rata amortization can resume if: 

• The Class A Target Overcollateralisation equals 11.00%. 

• The Class B Target Overcollateralisation equals 7.00%.   

 

A Level 2 Credit Enhancement Increase Condition shall be deemed to be in effect if the Cumulative Net Loss 

Ratio exceeds 1.6 per cent. for any Payment Date. If a Level 2 trigger is breached, the transaction reverts to 

fully sequential amortization and cannot revert back to pro-rata.   

 

Reserves 
 

The Cash Collateral Account holds funds for three distinct purposes as outlined below: 
 

Loan Administration Fee Reserve 

VW Bank charge customers Loan Administration Fees in connection with the issuance of their automotive 

loans.  DBRS understands that certain German courts have questioned whether loan administration fees 

can be validly agreed with consumers under general business conditions and that a decision has yet to be 

made by the German Federal Court. In case the provisions regarding loan administration fees were held 

invalid by the Federal Supreme Court an incremental set-off risk may arise.  
 

To mitigate against this risk the transaction structure is sensitive to rating thresholds of VW Bank (including 

lower than that BBB (high) by DBRS) that may ultimately lead to collateral being posted equal to the Loan 

Administration Fee Reserve. The Loan Administration Fee Reserve can only be used to cover losses resulting 

from VW Bank not honoring its obligations to settle the respective Purchased Loan Receivable should the 

German courts deem that the Loan Administration Fees are invalid. 
 

As at the Closing Date, the Loan Administration Fee Reserve has been set at a level equivalent to the 

maximum potential Loan Administration Fee exposure of €1.156m, this represented 0.09% of the Aggregate 

Discounted Principal Balance. 
 

Set-Off Risk Reserve 

Should the total amount of potential set-off risk resulting from Borrower deposits with VW Bank become 

greater than 1.00% of the Aggregate Discounted Principal Balance and VW Bank's rating falls below specific 

rating thresholds (including lower than BBB (high) by DBRS), VW Bank is obliged to post equivalent levels of 

collateral that is adjusted on a monthly basis. Any amounts required for the Set-Off Risk Reserve will be 

deposited in the Cash Collateral Account and may only be used to cover losses resulting from the 

aforementioned set-off risks. 
 

General Cash Collateral Amount 

All remaining unused amounts held within the Cash Collateral Account are referenced as the General Cash 

Collateral Amount. As at the Closing Date the Specified Cash Collateral Account Balance has been set at 

1.20% of the Aggregate Cutoff Date Discounted Principal Balance and will reduce in line with the Discounted 

Principal Balance to a floor of 1.00%. 
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Transaction Accounts  

The Cash Collateral Account, Distribution Account and Monthly Collateral Account are held by Elavon 

Financial Services Limited, U.K. Branch on behalf of the Issuer. The Cash Collateral Account has been funded 

at inception through the issuance of Notes and the Subordinated Loan to cover structural risks discussed 

further within the “Credit Enhancement” section of this report. The Distribution Account receives payments 

made by the Servicer to cover sums due under the Order of Priority whilst the Monthly Collateral Account 

receives payments relating to any Settlement Amounts / Clean-up Settlement Amounts, vehicle sales 

proceeds and payments collected under insurance policies for damaged vehicles. 

 

Hedge Agreement  

The Swap counterparty is DZ BANK AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main. Under 

the terms of the swap agreements, on a monthly basis the Issuer will remit a fixed interest rate to the Issuer 

and will receive a floating rate that consists of 1-Month Euribor plus the applicable spread for each Note. 

The DBRS rating of the swap counterparty is consistent with DBRS swap counterparty criteria and the swap 

agreements contain downgrade provisions relating to the swap counterparty consistent with DBRS legal 

and swap criteria. 

 

Events of Default  

A Foreclosure Event will occur should any of the following occur: 
 

a. An Insolvency Event of the Issuer. 

b. The Issuer defaults in the payment of any interest on the most senior Class of Notes and remains 

unpaid for a period of five Business Days. 

c. The Issuer defaults in the payment of principal of any Note on the Final Maturity Date.  
 

A Servicer Replacement Event will be recognised should any of the following occur: 
 

• Any unremedied failure (and such failure is not remedied within three (3) Business Days of notice 

of such failure being given) by the Servicer to deliver or cause to be delivered any required 

payment to the Issuer for distribution to the Noteholders and the Subordinated Lender. 

• Any unremedied failure (and such failure is not remedied within three (3) Business Days of notice 

of such failure being given) by the Servicer to duly observe or perform in any material respect any 

other of its covenants or agreements which failure materially and adversely affects the rights of 

the Issuer or the Noteholders. 

• The Servicer suffers a Servicer Insolvency Event.  

• The withdrawal of the banking licence of the Servicer in the sense of section 32 of the German 

Banking Act (Kreditwesengesetz) due to breach or non-performance of its obligations in the 

meaning of section 35 (2) No. 4 of the German Banking Act (Kreditwesengesetz). 

• The German Federal Financial Supervisory Authority initiates measures against the Servicer 

pursuant to section 46 para. 1 of the German Banking Act (Kreditwesengesetz) caused by the 

pending insolvency risk of the Servicer. 
 

provided, however, that a delay or failure of performance referred to under paragraph (a), or (b) above for 

a period of 150 days will not constitute a Servicer Replacement Event if such delay or failure was caused by 

an event beyond the reasonable control of the Servicer, an act of god or other similar occurrence. 
 

Cash Flow Analysis 
 

The DBRS cash flow model assumptions focused on the amount and timing of defaults and recoveries, 

prepayment speeds and interest rates. DBRS received cumulative net loss (CNL) data at total portfolio level 
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which was further broken down by VW Bank’s two core products split by new and used vehicles as depicted 

below: 
 

 

Cumulative Net Losses – AutoCredit - New Vehicle Contracts 

 
Source: VW Bank 
 

Cumulative Net Losses – AutoCredit - Used Vehicle Contracts 

 
Source: VW Bank 
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Cumulative Net Losses – ClassicCredit - New Vehicle Contracts 

 
Source: VW Bank 

 

Cumulative Net Losses – ClassicCredit - Used Vehicle Contracts 

 
Source: VW Bank 
 

Cumulative Net Losses – Total Portfolio 

 
Source: VW Bank 
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DBRS observed broadly consistent and low CNL rates from monthly vintages going back to 2004. At a total 

portfolio level CNL rates were highest for those vintages originated in 2007 and 2008 with a peak of 1.32% 

observed for June 2007 acquisitions. DBRS observed certain differences between the four subsets provided, 

with new vehicle contracts recording lower CNL rates compared to used vehicles. However, at a product 

level, performance has been comparable for AutoCredit and ClassicCredit receivables over the reporting 

period. 
 

In order to determine a loss estimate for the current transaction, for vintages that were not fully seasoned, 

cumulative net losses were projected to maturity using historical data relating to loss timing; DBRS 

considered maturity to be 72 months in line with the transaction’s eligibility criteria. Additional volatility 

stresses were incorporated that led to the following assumptions being made as part of DBRS’s cash flow 

analysis:  
 

 AutoCredit – New AutoCredit – Used ClassicCredit – New ClassicCredit - Used 

CNL Rate 0.76% 1.73% 0.76% 1.82% 

 

Based upon the above, DBRS’s base case CNL assumption was set at 1.09% for Driver Twelve GmbH.  DBRS 

was not provided with separate recoveries information, however, based upon historical performance 

reported for previous and existing Driver transactions in Germany, recoveries were assumed to be 50% with 

a three month lag. 
 

DBRS has previously rated seventeen similar auto loan transactions originated by VW Bank in Germany 

where, for seasoned transactions, loss performance has remained consistently low and evenly distributed. 

DBRS notes that the cumulative net loss performance of these transactions fairs well when compared with 

VW Bank’s portfolio as a whole and attributes this to the positive impact of the eligibility criteria used; 

specifically that two installments have been paid and that the borrower is not in arrears.    
 

Driver / Private Driver Cumulative Net Loss Performance 

 
 

Prepayments 

DBRS was not provided with data related to prepayments; however prepayment data from previous and 

existing Driver and Private Driver transactions was reviewed. Ultimately, three prepayment scenarios were 

modeled, 0%, 15% and 25%.  
 

Prepayment analysis is relevant for the transaction as the receivables are subject to a fixed discount rate. 

Where obligors have financing arrangements at interest rates higher than the discount rate, any 

prepayments could result in a shortfall for the Issuer. This risk is mitigated by VW Bank’s obligation to make 
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Interest Compensation Payments recognising this shortfall as part of the monthly Available Distribution 

Amount. 
 

Excess Spread 

No excess spread is available within the transaction as the auto loan receivables were discounted by a 

uniform discount rate of 1.7986% that covers the repayment of interest, the servicer fee and senior costs 

only. 
 

Four different loss distributions were modeled as outlined below.  Given the short remaining tenor of the 

auto loan receivables, for cash flow modeling purposes, losses were distributed within a 36 month period 

and a second back loaded loss curve was introduced that allowed losses to be distributed over 24 months 

but with a bias towards the last period.  

 

Months Front Belly Back-1  Months Back-2  

1 to 12 50% 20% 20%  1-8 0%  

13 to 24 30% 50% 30%  9-16 10%  

25 to 36 20% 30% 50%  17-24 90%  

 100% 100% 100%   100%  

        

Based on a combination of these assumptions, a total of 24 cash flow scenarios were applied to test the 

performance of each the rated Notes and incorporated Euribor stresses in line with the DBRS Unified 

Interest Rate Model. DBRS analysed cash flows that replicated the cash flows of the assets relative to the 

established priority of payments in the transaction.   

 

Summary of Cash Flow Analysis 

Based upon the results of the cash flow modeling, the loss protection afforded to the Class A and Class B 

Notes is consistent with the respective assigned ratings of AAA (sf) and A (high) (sf).   

 

Sensitivity Analysis 

The tables below illustrate the sensitivity of the ratings to various changes in the base case default rates 

and loss severity assumptions relative to the base case assumptions used by DBRS in assigning the 

provisional ratings.   

 

Class A       Class B 

In
cr

e
a

se
 i

n
 

LG
D

 %
 

 Increase in Default Rate % 

 In
cr

e
a

se
 i

n
 

LG
D

 %
 

 Increase in Default Rate % 

 0 25 50  0 25 50 

0 AAA AA A (high) 0 A (high) A A (low) 

25 AA A (high) A 25 A A (low) BBB (high) 

50 A (high) A A (low) 50 A (low) BBB (high) BBB 

 

Credit Enhancement 
 

Credit enhancement for the Driver Twelve GmbH transaction comprises of overcollateralisation, 

subordination of the Class B Notes, a Subordinated Loan and a Cash Collateral Account. 
 

Class A Notes: 

Initial credit enhancement for the Class A Notes is 9.00% and is made up of the following components:   

overcollateralisation (0.90%), subordination of the Class B Notes (3.05%), a Subordinated Loan (3.85%) and 

a Cash Collateral Account (1.20%). The cash collateral account amortises to 1.00% of the original discounted 

receivables balance.  The Class A Target Overcollateralisation rate equals 11.00% until a trigger event 

occurs.  
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Class B Notes: 

Initial credit enhancement for the Class B Notes is 5.95% and is made up of the following components:   

overcollateralisation (0.90%), a Subordinated Loan (3.85%) and a Cash Collateral Account (1.20% 

amortising).  The Class B Target Overcollateralisation rate equals 7.00% until a trigger event occurs (Credit 

Enhancement Increase Condition).  

 

Legal Structure 
 

 

All transaction documents are governed in accordance with the laws of Germany.   

 

Transfer / Assignment of the Receivables 

Under the Loan Receivables Purchase Agreement, the Issuer has acquired from VW Bank the loan receivables 

representing the claims against borrowers representing principal, interest and loan administration fees.   

 

The Originator’s counsel has rendered an opinion with respect to (a) corporate good standing of Originator, 

Issuer and Management Company, (b) enforceability of documents against Originator and Issuer, (c) “True 

Sale” of assets from Originator to Issuer and (d) tax regime of the Issuer and the Notes. 

 

 

Set-Off 
 

In certain circumstances the issuer’s ability to collect payments from borrowers might subject to defense 

and set-off from borrowers, particularly in cases where borrowers also have deposits with VW Bank. To 

minimize this risk, the initial eligibility criteria exclude borrowers with deposits at VW Bank. However, to 

the extent that borrowers subsequently establish deposits with VW bank, set-off risk could arise. The risks 

arising for set-off are mitigated through a dynamic reserve and are described further within the “Reserves” 

section of this report. 

 

Transaction Counterparty Risk 
 

Originator/Servicer 
 

VW Bank will service the receivables in accordance with its customary practices and as compensation receive 

a servicing fee of 1.00% of the aggregate discounted outstanding receivables balance. The Servicer is also 

entitled to retain specific penalty and administrative fees as well as any investment earnings from the Cash 

Collateral Account, the Distribution Account and the Monthly Collateral Account.   
 

DBRS has conducted an internal assessment on VW Bank and concluded that VW Bank meets DBRS minimum 

criteria to act as originator and servicer. 
 

Bank Accounts  

The Cash Collateral Account, Distribution Account and Monthly Collateral Account are to be held by Elavon 

Financial Services Limited, U.K. Branch on behalf of the Issuer.  
 

DBRS has conducted an internal assessment on the bank and concluded that the bank meets DBRS minimum 

criteria for account banks.  The transaction contains downgrade provisions relating to the account bank 

consistent with DBRS criteria. 
 

Commingling Risk 
 

As long as VW Bank is the Servicer, the transaction documentation provides for commingling of funds and 

VW Bank is permitted to make a distribution to the Distribution Account once a month. However, if specific 

Law(s) Impacting Transaction 
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rating thresholds are not met, VW Bank must establish a process that, within fourteen days of such event, 

facilitates the advance transfer of expected collections to the Monthly Collateral Account as follows: 

 

• Collections expected to be received during the first fifteen days of each Monthly Period are forwarded 

on the second business day after the fifteenth calendar day.  

• Collections expected to be received from the sixteenth calendar day to the last calendar day of the 

Monthly Period are transferred on the second business day of the subsequent Monthly Period.  

 

Furthermore, VW Bank must transfer actual collections corresponding to these periods within two business 

days to the Distribution Account and VW Bank will be reimbursed the relevant Monthly Collateral amounts 

accordingly.   

 

 

Methodologies Applied 
 

The following are the primary methodologies DBRS applied to assign a rating to the above referenced 

transaction, which can be found on www.dbrs.com under the heading Methodologies: 

 

• Legal Criteria for European Structured Finance Transactions.  

• Rating European Consumer and Commercial Asset-Backed Securitisations.   

• Operational Risk Assessment for European Structured Finance Servicers. 

• Unified Interest Rate Model for European Securitisations. 

• Derivative Criteria for European Structured Finance Transactions.  

 

Monitoring and Surveillance 
 

The transaction will be monitored DBRS in accordance with its Master European Structured Finance 

Surveillance Methodology available at www.DBRS.com. 
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Note: 

All figures are in Euro unless otherwise noted.  

 

This report is based on information as of May 2014, unless otherwise noted. Subsequent information may result in material 
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