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Consistent with the requirements of the 3.0 Liter Resolution Agreements,* the
independent Claims Supervisor respectfully submits this quarterly report, which, unless
otherwise specified, addresses progress in the 3.0 Liter Claims Program for the period from June
8, 2018 to September 9, 2018.

l. Executive Summary

During this quarterly reporting period, Volkswagen continued to timely review claims,
issue offer letters, schedule closing appointments, complete Buybacks and Trade-Ins, perform
Emissions Compliant Repairs (“ECRs”) and Reduced Emissions Modifications (“REMs”), and
provide payments for the overwhelming majority of eligible consumers. Consumers generally
proceeded through the Claims Program without issue, and the company received relatively few
complaints and maintained an adequate level of customer support.

Notably, the company secured approval for a REM for Generation 1.2 vehicles on July
13, 2018, in advance of the August 1, 2018 deadline imposed by the 3.0 Liter Resolution
Agreements.? The company thereafter notified potentially impacted consumers by email and
regular mail of the approval and began performing REMs on Generation 1.2 vehicles on July 26,
2018. With the approval of the Generation 1.2 REM, all 3.0 Liter Subject Vehicles now have an
Approved Emissions Modification available.

In addition, Volkswagen continued to effectively process and complete non-standard
claims. As discussed in prior reports, certain branded title claims had been placed on hold while
the Parties and the Claims Review Committee (“CRC”) worked on developing a general

framework for processing these types of claims. Since agreement was reached on that

! Capitalized and/or abbreviated terms in this report take on the definition in the 3.0 Liter Resolution Agreements or
the initial report submitted by the Claims Supervisor in June 2017.

2 Generation 1.2 vehicles are defined as model year 2011-2012 Volkswagen Touaregs and Audi Q7s.
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framework in February 2018, VVolkswagen has processed 265 claims that were previously placed
on hold, including 95 claims over the course of this quarterly reporting period. The twelve
claims that remained on hold, including those involving unique factual circumstances that
required additional analysis by VVolkswagen. Over the course of the quarterly reporting period,
the company also completed sixty-two additional claims submitted by consumers who purchased
vehicles in the United States but registered them in Canada. Volkswagen also completed a pilot
program in Germany to perform AEMs for military members deployed overseas with their
vehicles and has since begun to schedule appointments for other consumers stationed in
Germany.
The statistics below cumulatively present key 3.0 Liter Claims Program metrics as of
September 9, 2018:
e 80,132 registrations had been created in Volkswagen’s Claims Portal;
e 67,458 consumers had submitted claims for VVolkswagen to review;
e 63,633 consumers had been issued offer letters, the aggregate value of which
totaled $1,000,317,713.13;
e 60,516 consumers had accepted offer letters from VVolkswagen, the aggregate
value of which totaled $966,890,902.22;
e 14,980 consumers with Generation One vehicles had closed on their Buyback or
Trade-In, and Volkswagen had paid out $603,199,531.42 in connection with these

claims;
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e 685 consumers had completed the REM for Generation One vehicles and
Volkswagen had paid out $5,901,541.52 to consumers in connection with
completed REM claims;®

e 41,357 consumers with Generation Two vehicles had completed an ECR,
including 37,285 consumers who also had completed the claims process;

e $300,266,461.23 had been paid to consumers with Generation Two vehicles who
had completed an appointment for a Repair Participation Payment and/or ECR;

e For Generation One vehicles, 645 Former Owners, 51 consumers with totaled
vehicles, and 9 Former Lessees had received Restitution Payments, and the
aggregate values of these payments totaled $3,326,916.78, $508,034.57, and
$49,846.33, respectively;

e For Generation Two vehicles, 2,150 Former Lessees, 1,098 Former Owners, and
136 consumers with totaled vehicles had received Repair Payments, and the
aggregate values of these payments totaled $4,298,000.00, $4,666,157.88, and
$1,094,156.24, respectively;* and

e Volkswagen had paid a total of $59,716.71 in connection with 450 extended
warranty or service contract refund claims.

1. Volkswagen’s Performance Metrics

This section discusses the status of VVolkswagen’s 3.0 Liter Claims Program and the
company’s compliance with certain requirements mandated in the 3.0 Liter Resolution

Agreements. All data is as of September 9, 2018, unless otherwise specified. Information

3 Data related to AEMs are as of September 7, 2018.

* Volkswagen also had issued an additional payment of $4,202.12 related to a claim that in the claims processing
system does not appear to be associated with an active offer, but on closer examination appears to be an issued
Repair Participation Payment with the underlying offer letter reflected as cancelled after the payment issued.

3
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relating to Generation One and Generation Two vehicles generally is reported separately because
the 3.0 Liter Resolution Agreements afford different remedies to consumers depending on the
generation of the vehicle. References to VVolkswagen’s performance during “this quarter” refer

to the period from June 8, 2018 through September 9, 2018.

A. Consumer Reqistrations

As of September 9, 2018, there had been a total of 80,132 registrations in VVolkswagen’s
system, including 3,250 registrations created during this quarter.® A registration occurs when a
consumer provides Volkswagen with basic information including name, contact information,
vehicle identification number (*VIN), and preferred dealership. Of these registrations, there
were 22,064 associated with Generation One vehicles (19,863 individuals and 2,201 businesses),
and 58,068 associated with Generation Two vehicles (51,858 individuals and 6,210 businesses).
Chart 2-1 shows the total number of registrations created by consumers during each quarter of
the Claim Period.

Chart 2-1

> These figures include a significant number of duplicate entries. Duplicate entries are not identified until the
requisite supporting claims information and documentation are submitted and the review periods begin. Thus, the
figure overstates the number of unique claims that have been registered.

4
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Total Number of Registrations Per Quarter During
the Claim Period
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Charts 2-2 and 2-3 reflect all registrations created by consumers according to eligibility
category across Generation One and Generation Two vehicles through September 9, 2018. The
“No Category Selected” population consists of consumers who had created a registration as of
September 9, 2018, but had not yet provided details identifying their eligibility category.

Chart 2-2

Registrations with Volkswagen During the Claim
Period by Eligibility Category - Generation One

M Owners

m Current Lessees

m Former Lessees
Former Owners

H Ineligible

M No Category Selected
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Chart 2-3

Registrations with Volkswagen During the Claim
Period by Eligibility Category - Generation Two

m Owners

M Current Lessees

W Former Lessees
Former Owners

H Ineligible

m No Category Selected

Chart 2-4 shows, among the population of vehicles associated with registered claims, the

most common states where the vehicles are registered.

Chart 2-4

Top 5 States Where Program Registrants Have
Registered Vehicles
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With respect to the population of 2,346 claims identified as ineligible in Charts 2-2 and

2-3, Volkswagen’s system is configured to automatically determine certain ineligible claims
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where information entered by the consumer into the Claims Portal indicates the consumer is not
eligible under the requirements of the 3.0 Liter Resolution Agreements. For example, a
consumer who attempts to submit a Former Owner claim indicating the vehicle was sold on or
before September 18, 2015, is ineligible under the “Eligible Former Owner” definition. In these
instances, Volkswagen sends the consumer a letter explaining the basis for the ineligibility
determination.

Chart 2-5 shows the reasons for ineligibility determinations across the 2,346 claims that
have been deemed systematically ineligible.

Chart 2-5

Claims Systematically Determined Ineligible During
the Claim Period

® Former Owner: Sold on or before 9/18/15
m Former Owner: Did Not Identify Claim on or before 5/1/17

m Former Owner: Identified Eligibility Category other than Former
Owner

Former Owner: Sold after 1/31/17
B Former Owner: Purchased after 11/2/15

B Former Owner: Purchased after 9/18/15 and sold on or before
11/2/15

B Former Owner/Former Lessee: Did Not Submit Claim on or
before 7/16/17

B Former Lessee: Lease Terminated before 9/18/15

B Current/Former Lessee: Non-VCI/Non-Porsche Financial Services
Lease

W Current/Former Lessee: Lease Began after 11/2/15

During this quarter, there were eighty-eight new systematic ineligibility determinations.
The Claims Supervisor reviewed all of these determinations and confirmed that VVolkswagen’s

systematic ineligibility logic continues to operate appropriately.
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B. Claim Submission and the First Ten-Business-Day Review Period

Following registration and preliminary remedy selection, a consumer’s next steps in the
process are to provide prescribed documents needed to substantiate the claim, and submit the
claim to Volkswagen for review. As of September 9, 2018, a total of 67,458 consumers had
submitted unique claims for Volkswagen to review, including 3,082 claims submitted by
consumers during this quarter.® Of these, 18,251 related to Generation One vehicles (16,744
individuals and 1,507 businesses), and 49,207 related to Generation Two vehicles (44,691
individuals and 4,516 businesses).

Chart 2-6 shows, across Generation One and Generation Two vehicles, the total number

of unique claims submitted by consumers during each quarter of the Claim Period.

& “Unique claims” means unique VINs within unique eligibility categories. A claim by an Owner and a Former
Owner regarding the same VIN is counted as two unique claims. Likewise, a claim by one Owner who owns five
separate vehicles is counted as five unique claims.
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Chart 2-6

Total Number of Claims Submitted Per Quarter
During the Claim Period
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Charts 2-7 and 2-8 show, across Generation One and Generation Two vehicles,
respectively, the total population of consumers who had submitted claims by eligibility

category.’

7 The four claims not reflected in Chart 2-7 and sixteen claims not reflected in Chart 2-8 were associated with claims
ultimately deemed not eligible.
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Chart 2-7

Consumers Who Submitted Claims During the Claim
Period by Eligibility Category - Generation One

m Owners
M Current Lessees
M Former Lessees

Former Owners

Chart 2-8

Consumers Who Submitted Claims During the Claim
Period by Eligibility Category - Generation Two

B Owners
B Current Lessees
® Former Lessees

Former Owners

Chart 2-9 shows the preliminary remedy selections for Owners and Current Lessees of

Generation One vehicles who had submitted claims through September 9, 2018.

10
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Chart 2-98

Preliminary Remedy Selected by Owners and
Current Lessees During the Claim Period -
Generation One
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As consumers with Generation Two vehicles only have one remedy available, all 40,450
Owners and 3,768 Current Lessees of Generation Two vehicles who had submitted claims
through September 9, 2018 sought an ECR.® A Repair Payment is the only remedy available for
the 2,459 Former Lessees, as well as 1,219 Former Owners, and 163 consumers with totaled
vehicles who had submitted claims associated with Generation Two vehicles. Additionally, there
were 1,132 claims that were cancelled, usually as a result of the submission of duplicate claims

or at the consumer’s request, and 16 claims that ultimately were deemed not eligible.

8 Chart 2-9 does not include remedy selections for 725 Former Owners, 59 Owners with totaled vehicles, or 11
Former Lessees who had submitted claims associated with Generation One vehicles because the only remedy
available to these consumers is Restitution. The chart also excludes 396 claims that were cancelled, usually due to
the submission of duplicate claims or at the consumer’s request, as well as 4 claims that were deemed not eligible.

9 Claim submissions, eligibility determinations, offer letters, and payments issued to Current Lessees with
Generation Two vehicles are less than was reported last quarter -- and these figures for Former Lessees with
Generation Two vehicles are greater -- as a result of claims associated with vehicles acquired by Volkswagen off
lease that previously had been categorized in Volkswagen’s system as Current Lessee claims, but during this quarter
were appropriately recategorized as Former Lessee claims.

11
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Throughout the Claim Period, Volkswagen has continued to substantially satisfy the
requirement that it timely issue a determination of whether a claim was complete and
preliminarily eligible (or ineligible) within ten business days of the claim submission by a
consumer. As of September 9, 2018, excluding the 161 claims that were pending a
determination but for which the first ten-business-day review period had not yet elapsed,
Volkswagen had been required to make 102,098 first ten-business-day review period
determinations. The company timely rendered 101,529 decisions for an overall first ten-
business-day review period compliance rate of 99.4%. During this quarter, Volkswagen was
required to make 5,275 first ten-business-day review period decisions and timely did so in 5,174
instances for a reporting period-specific first ten-business-day review period compliance rate of
98.1%.

Chart 2-10 shows Volkswagen’s performance during the Claim Period in timely issuing
first ten-business-day review period decisions, and Chart 2-11 shows Volkswagen’s overall first
ten-business-day review period performance by eligibility category.

Chart 2-10

Volkswagen's Compliance in the First Ten-Business-
Day Review Period During the Claim Period
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Chart 2-111%

Volkswagen's Compliance During the First Ten-
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Chart 2-12 shows Volkswagen’s performance in timely issuing first ten-business-day

review period decisions across all quarters of the Claim Period, including during this quarter.

10 The thirty-nine claims not reflected in Chart 2-11 were all claims that were timely deemed not eligible.

13
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Chart 2-1211

Volkswagen’s Performance Each Quarter in Timely
Issuing First Ten-Business-Day Review Period Decisions
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The first ten-business-day review period figures (and the second ten-business-day review
period figures below) exclude three groups of consumers who had submitted claims for
Volkswagen to process. First, as of September 9, 2018, there were 126 active claims from
consumers who initially purchased vehicles in the United States but registered them in Canada. 2
Second, as of September 9, 2018, there were three active claims from consumers who indicated
in their claim submissions that they were employees of Volkswagen. Volkswagen has used the

claims process to verify the information in these claims submissions and, where verified, engage

11 The aggregated total of all claims in Chart 2-12 is 800 decisions (0.8%) greater than the aggregated total of
102,098 required decisions through September 9, 2018. The divergence is the result of changes over time in the
definitions of excluded claims from the timeliness analysis, including claims associated with branded titles as
described below. Chart 2-12 reflects the required number of decisions by quarter based on the exclusionary rules
that were applied at the time of each quarter, while the aggregated total of required decisions and timely decisions
set forth above yields VVolkswagen’s overall compliance rate based on applying the current exclusionary rules across
the entire Claim Period.

12 For these purposes, a claim is considered “active” once a consumer submits it, but before a final determination on
eligibility and award (or ineligibility) has been rendered.

14
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with these consumers. However, these consumers will not receive funds out of the Funding Pool
because they are not eligible Class Members.

Finally, the timeliness analysis continues to exclude certain claims associated with
vehicles with a branded title. From the February 26, 2018 implementation of agreed-upon
protocols for processing branded title claims through September 9, 2018, VVolkswagen processed
265 branded title claims while 12 claims remained to be processed. Further discussion of

branded title claims is set forth in Section 111 below.

C. Preliminary Eligibility Determinations and Deficiencies

Through September 9, 2018, of the 67,458 unique claims that had been submitted by
consumers for Volkswagen to review, a total of 64,582 claims (95.7%) had been determined by
Volkswagen to be complete and preliminarily eligible. This includes 2,901 unique claims
submitted during this quarter that Volkswagen deemed complete and preliminarily eligible.
Across all 64,582 claims, 17,622 claims related to Generation One vehicles (16,287 individuals
and 1,335 businesses) and 46,960 claims related to Generation Two vehicles (43,035 individuals
and 3,925 businesses).

Chart 2-13 shows, for Generation One and Generation Two vehicles, the total number of
claims deemed complete and preliminarily eligible by VVolkswagen during each quarter of the

Claim Period.

15
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Chart 2-13

Total Number of Complete and Preliminarily Eligible
Claims Per Quarter During the Claim Period
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Charts 2-14 and 2-15 reflect the number of claims Volkswagen determined to be
complete and preliminarily eligible by eligibility category across Generation One and Generation
Two vehicles as of September 9, 2018.%3

Chart 2-14

Total Number of Claims Determined by Volkswagen During
the Claim Period to be Complete and Preliminarily Eligible
by Eligibility Category - Generation One

B Owners
m Former Lessees

Former Owners

13 The one claim not accounted for in Chart 2-14 and seven claims not accounted for in Chart 2-15 were ultimately
deemed not eligible.
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Chart 2-15

Total Number of Claims Determined by Volkswagen During
the Claim Period to be Complete and Preliminarily Eligible
by Eligibility Category - Generation Two
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Charts 2-16 shows the most common states in which Eligible Vehicles associated with
preliminarily eligible claims have been registered.

Chart 2-16

Top 10 States (by Vehicle Registration) of
Consumers with Complete and Preliminarily Eligible
Claims
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Chart 2-17 shows, as of September 9, 2018, the remedy selected by Owners and Current
Lessees of Generation One vehicles whose claims VVolkswagen had deemed complete and
preliminarily eligible.

Chart 2-17%

Preliminary Remedy Selected by Owners and Current
Lessees with Complete and Preliminarily Eligible Claims
During the Claim Period - Generation One
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For Generation Two vehicles, there is only one remedy option available to consumers.
As a result, all claims of the 39,273 Owners and 3,576 Current Lessees of Generation Two
vehicles that had been deemed complete and preliminarily eligible by VVolkswagen through
September 9, 2018, were for the ECR remedy. A Repair Payment is the only remedy available
for 2,401 Former Lessees, as well as for 1,147 Former Owners, and 155 consumers with totaled
vehicles who had submitted claims associated with Generation Two vehicles that, through

September 9, 2018, had been deemed complete and preliminarily eligible by VVolkswagen. There

14 Chart 2-17 excludes 664 Former Owners, 57 Owners with totaled vehicles, and 10 Former Lessees because
Restitution is the only remedy available to those consumers. It also excludes 133 cancelled claims and 1 claim that
ultimately was determined to be ineligible.

18
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were an additional 401 cancelled claims and 7 additional claims that ultimately had been deemed
not eligible.

Through September 9, 2018, there were 31,823 instances where Volkswagen had deemed
a claim deficient during its first ten-business-day review period. More than 52,000 individual
deficiency codes had been applied by Volkswagen as of that date, as multiple deficiencies may
be associated with a single claim submission. The most common deficiency codes have been: (i)
an incorrect document was uploaded (14,233 claims); (ii) a document was illegible (9,798
claims); (iii) a document was incomplete or the document image was cut off (7,226 claims); and
(iv) a document was missing pages (4,416 claims).

As the same claim may be resubmitted to VVolkswagen after initially being deemed
deficient, the 31,823 instances of deficiency determinations were associated with 21,298 unique
claims. Of those 21,298 unique claims, for 20,160 claims (94.7%) consumers had made at least
one attempt to cure, while for 1,138 claims (5.3%) consumers had not yet made any attempts to
cure. Across the 20,160 unique claims that consumers had attempted to cure: (i) for 19,029
claims (94.4%) the deficiency was successfully cured; (ii) 61 claims (0.3%) had been
resubmitted and were pending a completeness determination by Volkswagen as of September 9,
2018; and (iii) 1,070 claims (5.3%) had not subsequently been resubmitted by consumers after
their initial attempt to cure the deficiency was unsuccessful.

Through September 9, 2018, there were 1,121 consumer claims with active deficiencies.
The most common deficiency codes among active deficient claims were: (i) an incorrect
document was uploaded (496 claims); (ii) a document was illegible (238 claims); (iii) a name on
a document did not match the name in the Claims Portal (189 claims); and (iv) a document was

incomplete or the document image was cut off (106 claims).

19
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During this quarterly reporting period, the Claims Supervisor reviewed a sample of 600
deficiency codes applied by Volkswagen reviewers during the first ten-business-day review
period to assess whether VVolkswagen reviewers were properly applying them. The Claims
Supervisor substantiated VVolkswagen’s deficiency determinations in 568 instances (94.7%).
This concurrence rate is relatively consistent with that of previous quarters. Trend analyses
showed that instances of disagreements involving complex documents decreased slightly as
compared to the previous quarter,*® as did disagreements involving proof of ownership
documents. Disagreements regarding identification documents and financial consent forms

marginally increased.®

D. The “Pause” Period

For Owners of Generation One vehicles who elect a Buyback or Trade-In remedy, whose
claims are deemed complete and preliminarily eligible by Volkswagen, and whose vehicles are
encumbered by a loan, the second ten-business-day review period does not begin until
Volkswagen obtains loan payoff information from the lender. This information is necessary for
Volkswagen to generate an offer letter for the consumer.

As of September 9, 2018, there had been 757 instances in which a claim had been
“tolled” pending receipt of loan payoff information from a lender. On average, the “tolled”

period has lasted less than two business days per claim. As of September 9, 2018, there were

15 “Complex documents™ include: power of attorney; death certificate; proof of VCI account; corporate document;
previous registration; proof of acquisition; proof of name change; proof of vehicle transfer to insurance; proof of
lease conversion; paper claim forms; and proof of sale documents.

16 Where the Claims Supervisor disagrees with a deficiency code determination and that deficiency determination is
the sole reason the claim has been deemed deficient, the Claims Supervisor will raise the claim with Volkswagen for
additional review.

20
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four actively tolled claims pending receipt of loan payoff information from a lender, two of
which had been pending for four business days, one that had been pending for two business days,

and one that had been pending for one business day.

E. The Second Ten-Business-Day Review Period

Volkswagen generally has ten business days from the date it concludes that a consumer’s
claim is complete and preliminarily eligible to issue an offer letter.}” Within that time, the
Claims Supervisor also must independently verify Volkswagen’s completeness, eligibility, and
award determinations before an offer letter can issue.'®

As of September 9, 2018, a total of 64,675 consumers had reached the second ten-
business-day review period after having been deemed preliminarily eligible by VVolkswagen,
including 2,901 such consumers during this quarter.'® Of these, 17,641 claims related to
Generation One vehicles (16,305 individuals and 1,336 businesses) and 47,034 claims related to
Generation Two vehicles (43,107 individuals and 3,927 businesses). Across this population,
63,633 consumers (98.4%) had been issued offer letters, including 2,971 offer letters issued

during this quarter.

17 As stated above, for claims by Owners of Generation One vehicles who elect a Buyback or Trade-In and whose
vehicles are encumbered by a third-party loan, the second ten-business-day review period does not begin until
Volkswagen receives from the lienholder the loan payoff amount information necessary to calculate the award and
generate the offer letter.

18 1n certain instances, Volkswagen can determine during the first ten-business-day review period that a claim is
ineligible, in which case that ineligibility determination must be verified by the Claims Supervisor during the second
ten-business-day review period. These ineligibility determinations are separate from claims automatically deemed
ineligible by VVolkswagen’s system based on information input by the consumer in the Claims Portal. Through
September 9, 2018, there had been 817 instances in which claims had been deemed ineligible upon review by
Volkswagen. For 578 of these claims, the ineligibility determination had been validated by the Claims Supervisor
and communicated by Volkswagen to the consumer. Remaining claims generally either were actively under review
or were instances where claims were deemed deficient instead of ineligible, offering the consumer a chance to cure.

19 As described above, there were 64,582 consumers whose claims were deemed complete and preliminarily eligible
by Volkswagen, but 64,675 preliminarily eligible claims reached the second ten-business-day review period. The
difference relates to instances where claims reached the second ten-business-day review period having skipped the
status that ends the first ten-business-day review period. The distinction does not substantively affect claims
processing. It is only reflected when data is queried to generate aggregated figures for reporting.

21



Case 3:15-md-02672-CRB Document 5345 Filed 09/14/18 Page 24 of 57

Chart 2-18 shows, for Generation One and Generation Two vehicles, the total number of
claims reaching the second ten-business-day review period during each quarter of the Claim
Period, including during this quarter.

Chart 2-18

Total Number of Complete and Eligible Claims Per
Quarter Reaching the Second Ten-Busines-Day Review
Period During the Claim Period
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Throughout the Claim Period, Volkswagen has continued to substantially satisfy the
requirement to timely issue second ten-business-day review period decisions. As of September
9, 2018, excluding the 120 claims that had reached the second ten-business-day review period
but for which the review period had not yet elapsed, the company had been required to make
70,071 second ten-business-day review period decisions. The company timely rendered
determinations in 68,472 instances, for a second ten-business-day review period compliance rate
of 97.7%. During this quarter, Volkswagen was required to make 3,454 second ten-business-day
review period decisions, and timely did so in 3,284 instances for a reporting period-specific

compliance rate of 95.1%.
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Chart 2-19 shows Volkswagen’s performance during the Claim Period in timely issuing
second ten-business-day review period decisions, and Chart 2-20 reflects Volkswagen’s overall
second ten-business-day review period performance by eligibility categories.
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