Volkswagen Shares Fall on Fears of
Bigger U.S. Penalty
Investors worry German auto maker could face bigger fine than $18
billion first estimated

Shares in Volkswagen fell sharply on Tuesday on speculation that the German auto maker faces biggerthan-expected penalties in the U.S. related to its diesel emissions scandal. PHOTO: EUROPEAN
PRESSPHOTO AGENCY
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Volkswagen AG shares fell Tuesday amid speculation that a U.S. Justice Department lawsuit
could lead the German car maker to pay much higher fines than previously expected.

The civil lawsuit, which was filed Monday, reaffirms allegations environmental regulators made
last year that Volkswagen installed “defeat” devices to dupe emissions tests in 580,000 dieselpowered vehicles sold in the U.S.
In its complaint, the Justice Department cited four claims against Volkswagen, two of which
carry a maximum penalty of up to $37,500 per car. A third penalty carries a maximum of $3,750
per car, and a fourth is a maximum of $37,500 per day of violation, which add up to just over
$45 billion.
Some analysts miscalculated that fines could have gone as high as $80 billion, sending
Volkswagen’s shares tumbling 6% to a low of €117.71, or $127.50, in early trading in Frankfurt.
Once investors recognized the error—that the higher end of the range for the fines was $45
billion, not $80 billion—the car maker’s shares recovered some ground, closing slightly higher at
€121.40, but still down 4% from the day before.
Experts familiar with such civil suits in the U.S. stressed that the ultimate fines that Volkswagen
may be forced to pay were likely to be much lower.
“Few courts will give more than passing reference to this number,” said Matthew Morrison, a
former Justice Department and EPA enforcement lawyer. “It will rarely be a good indicator of
what the final penalty will be.”
The Justice Department doesn’t describe a specific total for the penalties it is seeking through the
lawsuit, but asks the judge to levy penalties for those violations, and cites the limits set under the
statute.
Raising the specter of such huge fines may be a tactical move on the part of U.S. investigators to
force Volkswagen to come up with a fix for the tainted vehicles that is satisfactory to U.S.
authorities and consumers and to settle the case, analysts said.
Volkswagen Sued by U.S. Over Emissions Scandal
The U.S. Justice Department, on behalf of the Environmental Protection Agency, sued Volkswagen
Monday. The German auto maker could face penalties that could total more than $18 billion. Photo: Getty
Images

“I think what the complaint was meant to do was to get VW’s attention and get a fix or
substantially move along to a solution,” said Carl Tobias, a law professor at the University of
Richmond. “Most of this is going to settle out at a lower figure whatever that is, so I don’t think
we are ever going to see this come before a judge.”

‘[The] likelihood of the maximum fine being levied across each
of the violations is unlikely.’
—Analysts at banking group ING
Even if the case progresses to that stage in court, the judge will consider a host of factors in
setting a penalty, including what kind of profit or market share the company gained by selling
the cars. The final decision, however, could ultimately depend on whether Volkswagen becomes
more cooperative in its negotiations with U.S. environment regulators.
Volkswagen has presented a fix to millions of tainted cars in Europe, a relatively minor hardware
fix and software update that was approved late last year by Germany’s motor vehicle regulator.
But it also missed a year-end deadline to provide the European Commission with full disclosure
of vehicles that understated greenhouse-gas emissions. As the deadline approached just before
New Year’s Eve, Volkswagen sent a letter to the Commission, the European Union’s executive
body, requesting more time, according to people familiar with the situation.
In the U.S., engineers from Volkswagen and its luxury car maker Audi AG have met with
environmental regulators repeatedly for months, but have failed to agree on how to fix the tainted
vehicles in the country, a fact that the EPA pointed out as Monday’s civil complaint was filed.
U.S. regulators, lawmakers and consumer advocates have been outspoken in their demand that
VW compensate consumers to “make their customers whole,” while in Europe the focus has
been almost solely on making the cars compliant with emissions standards.
Some industry analysts have suggested that Volkswagen could possibly get off cheaper if it just
bought back all the tainted cars in the U.S. One analyst suggested this would cost the company
around $6 billion, well below the potential fines that the company now faces.

The Justice Department lawsuit is part of a civil case, but prosecutors are also investigating
Volkswagen for potential criminal charges. Barbara McQuade, the U.S. attorney in Detroit, said
Monday’s complaint marks only the “first stage” of the government’s efforts.
—Gabriele Steinhauser contributed to this article.
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