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Report of the Board of Management 

 

General 

 
These Financial Statements cover the year 2018, which ended at the balance sheet date of 31 

December 2018. 

 
Daimler International Finance B.V. (or “the Company”) was established on 4 April 1986 as a private 

limited company (B.V.). As at 31 December 2018 the authorized capital of the Company was 

€ 2,500,000 divided into 5,000 ordinary shares of € 500 nominal value, of which 1,000 shares have 

been issued and fully paid. Each share carries one vote at general meetings of shareholders. The shares 

are 100% owned by Daimler AG in Stuttgart, Germany. The Company’s purpose is to finance part of the 

activities of the Daimler Group. The needed funding is managed by borrowing from Group companies 

and the capital markets by issuing bonds, notes and commercial paper.  

 

 

The Euro Medium Term Note Program (EMTN) issues and the European Commercial Paper Program (CP) 

issues of Daimler International Finance B.V. are both irrevocably guaranteed by Daimler AG. The bonds 

have long-term ratings of A2(stable) from Moody’s Investors Service, A (stable) from Standard & Poor's 

Ratings Group and A- (stable) from Fitch Ratings as at 31 December 2018. These ratings rely on the 

performance of the Daimler Group. 

The outstanding bonds issued by Daimler International Finance B.V. are listed. Both Swiss Franc 

denominated Bonds issued in 2018 are listed on the SIX Swiss Exchange. All other bonds are listed on 

the Luxembourg Stock Exchange. 

 

The funding obtained by the Company has been made available to companies within the Daimler Group 

and to associated and joint ventures of Daimler AG by way of intercompany loans, with a focus on 

European financial services companies and Daimler treasury centres.  

 

Development 2018 
 

In 2018 Daimler International Finance B.V. issued 23 bonds under the Daimler EMTN Program for a total 

amount of € 10,326 million. Furthermore, in 2018 the Company issued CPs for a total amount of € 

8,111 million under the Daimler European Commercial Paper Program with tenors between 3 and 12 

months. At 31 December 2018, the CP outstanding amounts to € 1,763 million. The proceeds of the 

bonds and CP were used to fund intercompany loans to Daimler Group companies.  

 

In 2018 the total loans to affiliated companies of the Company increased by € 10,127 million to a level 

of € 14,537 million as per the end of 2018. This very strong level of growth was the result of changes 

in  business allocation within Daimler Group.. In 2018 Daimler decided on group-level to concentrate 

certain of its European  non-EUR intercompany loans to the Netherlands. This included a transfer of 

related existing intercompany loans as well as related outstanding bonds from Daimler AG  to Daimler 

International Finance B.V.. 

 

All new funding of the financial assets was realized through the issuance of bonds and CPs under the 

Euro Medium Term Note Program and the European CP Programs and through group-internal loans. 

 

The interest margin developed positively to € 17.211 million compared to € 7.261 million in 2017. The 

net profit after taxation amounts to € 2.9 million compared to € 6.0 million in 2017. This includes a 

compensation payment from Daimler AG for losses arising from a mismatched position.  

Since all the EMTN / CP issued are guaranteed by Daimler AG the general risk profile of the Company 

and its solvency heavily depend on the solvency of the Daimler Group as a whole.   
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The number of employees at 31 December 2018 was 5 (2017: 4).  

The directors who held office at the end of the financial year and at signing of these financial statements 

had no disclosing interest in the shares of the Company. 

 

Significant risks and uncertainties 

 
The Daimler Group is exposed to a large number of risks that are directly linked with the business 

activities of its divisions or which result from external influences. A risk is understood as the danger 

that events, developments or actions will prevent the Group or one of its divisions from achieving its 

targets. At the same time, it is important for the Daimler Group to identify opportunities so that they 

can be utilized in the course of its business activities, thus safeguarding and enhancing the Group’s 

competitiveness. An opportunity is understood as the possibility to safeguard or to surpass the planned 

targets of the Group or a division as a result of events, developments or actions.  

In order to identify business risks and opportunities at an early stage, to assess and manage them 

consequently, effective management and control systems, which are clustered into a risk and 

opportunity management system, are applied. Risks and opportunities are not offset. 

The risk management system is intended to systematically and continually identify, assess, control, 

monitor and report risks threatening Daimler’s existence and other material risks, in order to support 

the achievement of corporate targets and to enhance risk awareness at the Group. The opportunity 

management system at the Daimler Group is based on the risk management system. The objective of 

management is to recognize the possible opportunities arising in business activities as a result of 

positive developments at an early stage, and to use in the best possible way for the Group by taking 

appropriate measures. By taking advantage of opportunities, planned targets should be secured or 

overachieved. Opportunity management considers relevant and realizable opportunities that have not 

yet been included in any planning. 

Daimler International Finance is generally exposed to risks and opportunities from changes in market 

prices such as currency exchange rates, interest rates, commodity prices and share prices. Market price 

changes can have a negative or positive influence on the Group’s profitability, cash flows and financial 

position. Daimler manages and monitors market price risks and opportunities primarily in the context 

of its operational business and financing activities, and applies derivative financial instruments for 

hedging purposes where needed, thus limiting both market price risks and opportunities. In addition, 

the Group is exposed to credit and country-related risks, risks of restricted access to capital markets 

and risks of early credit repayment requirements. As part of the risk management process, Daimler 

regularly assesses these risks by considering changes in key economic indicators and market 

information.  

 

Financial and non-financial performance indicators 
 

Daimler International Finance adopted, if applicable, the financial indicators and non-financial indicators 

as applied within the Daimler Group for measuring the operating financial performance of the Daimler 

Group, i.e in addition to EBIT and revenue, are the free cash flow of the industrial business, investment 

and expenditure for research and development. Along with the indicators of financial performance, we 

also use various non-financial indicators to help us manage the Group. 

Various known and unknown risks, uncertainties and other factors could lead to considerable 

differences between the actual future results, financial situation development and/or performance and 

the historical results presented. 
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Risk Management  
 

The Board of Management is responsible for the internal control and the management of risks within 

the Company and for the assessment of the effectiveness of the control systems. These controls were 

set up in cooperation with Daimler Group to identify and manage foreign exchange, interest, liquidity 

and credit risks.  

 

In the Company’s business, the creation and management of a loan involves the assumption of a number 

of risks: credit risk, market interest rate risk, foreign exchange risk, market risk and other operational 

risks. The funds obtained with the issuance of EMTN notes and CP are in general lent onward at similar 

conditions to affiliated companies.  

It is the Company’s general policy to hedge occuring market risks with foreign exchange swaps and 

interest rate swaps to eliminate FX risks and to match the funding requirements in terms of maturities 

and interest rates. 

 

Liquidity risk comprises the risk, that a company cannot meet its financial obligations in full. Daimler 

International Finance B.V. manages its liquidity by holding adequate volume of cash and by applying as 

far as possible the matched funding principle. In accordance with internal guidelines, this principle 

ensures that financial obligations generally have the same maturity profile as the financial assets and 

receivables and thus reduces the Company’s liquidity risks.       

 

The Company solely provides loans within the Daimler Group and to companies in which Daimler holds 

a minority share (Joint Ventures). Therefore the Company’s exposure to credit risk is influenced mainly 

by the characteristics of Daimler Group related default risk. In cooperation with Daimler AG 

headquarters, assessments of credit risks are made and credit limits are set, which are periodically 

reviewed. In respect of cash at banks and financial derivatives, these are only deposited and / or 

entered into in compliance with the Daimler Global Counterparty Limits as provided by Daimler AG.  

 

Information on unbalanced male/female ratio in board of management and supervisory 

board 
 

The Company’s Board of Management and Supervisory Board are unbalanced since less than 30% of 

the members is female. The Board members have been appointed based on qualifications and 

availability, irrespective of gender. In order to create more balance the Boards will take these regulations 

into account to the extent possible in future appointments of Board members.  

 

Integrity and compliance 

 

For Daimler as a group, integrity, compliance and legal responsibility are inseparable from our daily 

business activities. We are convinced that only those who act responsibly can achieve sustained 

success over the long term. For us, this involves more than just obeying laws, as we also seek to align 

our activities with shared principles and values. Integrity is one of the corporate values that form the 

foundation of our business activities. For us, integrity means acting in accordance with ethical 

principles. 

Value-based compliance is an indispensable part of our daily business activities at Daimler. For us, 

compliance means acting in accordance with laws and regulations. 

 

 

Research and development 

 
The Company does not carry out any activities in the field of research and development. 
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Outlook  

 
In 2019 the net interest income on operating activities is expected to develop in line with the balance 

sheet development during the course of the year. Ineffectiveness resulting from fair value hedge 

relationships may have impact on the profit before taxation.   

 

The financing activities will develop in line with the strategy of Daimler AG. For the year 2019 

management expects a relatively higher level of outstanding EMTN notes which will impact the financing 

activities to group companies. Furthermore, the aim of the Company is to provide EUR and non-EUR 

intercompany loans to affiliated companies. This further expansion of business will also increase the 

number of interest rate and foreign currency derivatives. 

The Company is expected to extend its current core activities and will actively support all major changes 

in the treasury operations deemed necessary to ensure even further the efficiency and effectiveness of 

financing the capital needs of the Daimler Group. 

 

 

 

 

Events after the balance sheet date 
 

Since the end of the 2018 financial year, there have been no occurrences that are of major significance 

to the Company. 

 

 

Nieuwegein, 17 April 2019 

 

Daimler International Finance B.V. 

Ravenswade 4 – NL-3439 LD Nieuwegein 

 

 

The Board of Management 

 

M. van Pelt           V. Lach 
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Responsibility Statement by Management 

 
To the best of our knowledge, and in accordance with the applicable reporting principles for annual 

financial reporting, the Financial Report 2018 gives a true and fair view of the assets, liabilities, 

financial position and profit or loss of Daimler International Finance B.V. The Report of the Board of 

Management includes a fair review of the development and performance of the business and the 

position of Daimler International Finance B.V., together with a description of the principal opportunities 

and risks associated with the expected development of Daimler International Finance B.V. 

 

 

Nieuwegein, 17 April 2019 

 

Daimler International Finance B.V. 

The Board of Management 

 

 

 

   

M. van Pelt           V. Lach    
 

 

 

 

 

Declaration by the Supervisory Board 

 

 The responsibility for the audit committee function for the Company is executed by the 

Supervisory Board. 

 Pursuant to the Articles of Association we are pleased to submit the Financial Report for the year 

2018 as drawn up by the Board of Management.  

 The Financial Report, which both the Supervisory Board and the Board of Management have 

signed, has been audited by KPMG Accountants N.V. 

 The auditor’s report is included in the other information section of the Financial Report.  

 

Nieuwegein, 17 April 2019 

 

The Supervisory Board 

 

 

 

 

F. Wetter     (Chairman) 
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Daimler International Finance B.V. 

Balance sheet as at 31 December 2018 

(before profit appropriation x €1,000) 
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Daimler International Finance B.V. 

Balance sheet as at 31 December 2018 

(before profit appropriation x €1,000) 
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Daimler International Finance B.V. 

Profit and loss account for the year ended 31 December 2018 

(x €1,000) 
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Cash Flow statement (x €1,000) 
 

 

 
 

 

 

 

Statement of comprehensive income  (x €1,000) 

 

Profit after tax 2.914            5.996          

Adjustments for:

Interest income (202.959)       (64.209)       
Interest expenses 185.748        56.948        
Income tax expense 983              1.987          
Result financial transactions 14                (4.113)         

Changes in:

Change in provisions -              
Change in tax receivables 137              319             
Other liabilities (excluding interest on debts) 400              943             

Cash flow from operating activities:

Interest received 144.483        64.705        
Interest paid (94.838)         (52.754)       
Additions to loans to affiliated companies (20.870.530)  (2.600.958)  
Repayments of loans to affiliated companies 10.777.474   534.458      
Tax paid (865)             (781)            

Net cash from operating activities (10.057.039)  (2.057.459)  

Cash flow from financing activities:

Proceeds from additional EMTN and CP issues 18.399.353   2.669.921    

Repayments of EMTN and CP (6.744.890)    (420.000)     

Additional short term loans received from aff. companies 1.300.000     3.032.458    

Additional long term loans received from aff. companies 300.000        -              

Repayments of loans from affiliated companies (1.705.000)    (3.224.458)  

Capital contribution -               -              

Net cash from financing activities 11.549.463   2.057.921    

Net de / increase in cash and cash equivalents 1.492.424     462             

Cash at beginning of period 16.379          15.917        

Cash at end of period 1.508.803     16.379        

Net de / increase in cash and cash equivalents 1.492.424     462             

31-12-2018 31-12-2017

Net result after tax attributable to the company 2.914            5.996           

Unrealized revaluation of cash flow hedges charged
directly to shareholders equity (8.415)           6                

Total of items recognised directly in

  shareholders' equity of the company (8.415)           6                 

Total result of the legal entity (5.501)           6.002           

31-12-201731-12-2018
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Accounting principles for the financial statements 

 
 General information 

 
The Company, having its legal seat in Nieuwegein, was established on 4 April 1986 as a private 

limited company (B.V.). The Company’s registration number is 30078162 and it’s registered 

office is at Ravenswade 4, Nieuwegein, the Netherlands. The shares are 100% owned by Daimler 

AG in Stuttgart, Germany. 

 

Basis of preparation 
 

Statement of compliance 

These financial statements have been prepared in accordance with accounting principles 

generally accepted in the Netherlands and comply with the financial reporting requirements 

included in part 9, Book 2 of the Netherlands Civil Code. 

 
If not stated otherwise, assets and liabilities are based on the historical cost convention. All 

financial information presented in Euro, as functional currency of the Company, has been 

rounded to the nearest thousand, unless otherwise stated. 

 

Going concern 

These financial statements have been prepared on the basis of the going concern assumption. 

 

             Basis of measurement 

The financial statements have been prepared on the historical cost basis except for the 

following: 

 

 derivative financial instruments are measured at fair value;  

 recognized financial assets and financial liabilities designated as hedged items in qualifying 

fair value relationships are adjusted for changes in fair value attributable to the risk being 

hedged; 

 loans for which no hedge accounting is applied are accounted for amortized costs.  

 

The use of estimates and assumptions in the preparation of the financial 

statements 

 
The preparation of the financial statements requires the management to form opinions and to 

make estimates and assumptions that influence the application of principles and the reported 

values of assets and liabilities and of income and expenditure. The actual results may differ from 

these estimates. The estimates and the underlying assumptions are constantly assessed. 

Revisions of estimates are recognized in the period in which the estimate is revised and in future 

periods for which the revision has consequences. 
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Foreign currency transactions 

 
Transactions denominated in foreign currency are translated into the functional currency 

(EURO) of the Company at the exchange rate applying on the transaction date. Monetary assets 

and liabilities denominated in foreign currency are translated into the functional currency at the 

balance sheet date at the exchange rate applying on that date. Exchange differences resulting 

from the settlement of monetary items, or resulting from the translation of monetary items 

denominated in foreign currency, are recognized in profit and loss in the period in wich the 

exchange difference arise. Non-monetary assets and liabilities in foreign currency that are 

stated at historical cost are translated into euros at the applicable exchange rates on the 

transaction date. Translation gains and losses are taken to the profit and loss account under 

result from financial transactions. 

 

 

 

Accounting policies for the measurement of assets and liabilities and the 

determination of the result 

 
General 

An asset is recognized on the balance sheet when it is probable that the expected future 

economic benefits that are attributable to the asset will flow to the Company and the cost of 

the asset can be reliably measured. A liability is recognized on the balance sheet when it is 

expected to result in an outflow from the Company of resources embodying economic benefits 

and the amount of the obligation can be reliably measured. 

 

If a transaction results in a transfer of future economic benefits and/or when all risks relating 

to assets or liabilities transfer to a third party, the asset or liability is no longer included on the 

balance sheet. Assets and liabilities are not included on the balance sheet if economic benefits 

are not probable or cannot be measured with sufficient reliability. 

 

The income and expenses are accounted for in the period to which they relate.  

 

Offsetting  
 

Financial assets and liabilities are offset and the net amount reported on the balance sheet if 

there is a legally enforceable right to offset the recognized amounts, and there is an intention 

to settle the items on a net basis, or to settle the asset and the liability simultaneously. If these 

conditions are not fulfilled, amounts will not be offset. 

 

Financial instruments 

Financial instruments include cash items, loans, derivative financial instruments, EMTN notes 

(including CP), loans from affiliated companies and other financing commitments. 

Unless stated otherwise, financial instruments are initially recognized at fair value, including 

discount or premium and directly attributable transaction costs. However, if financial 

instruments are subsequently measured at fair value through profit and loss, then directly 

attributable transaction costs are directly recognised in the profit and loss account. 

Derivatives  

The Company uses derivative financial instruments such as swaps and forward rate agreements 

for the purpose of hedging interest rate and currency risks that arise from its financing activities. 

Derivatives are measured at fair value with recognition of all changes in value in the profit and 

loss account, except where hedge accounting is applied to hedge the variability of future cash 

flows (cash flow hedge accounting). In that case the change in fair value is recognizedin the 

cash flow hedge reserve. 
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Financial and non-financial contracts may contain terms and conditions that meet the definition 

of derivative financial instruments. Such an agreement is separated from the host contract if its 

economic characteristics and risks are not closely related to those of the host contract, a 

separate instrument with the same terms and conditions as the embedded derivative would 

meet the definition of a derivative, and the combined instrument is not measured at fair value 

with changes in fair value recognised in the profit and loss account. 

Financial instruments embedded in contracts that are not separated from the host contract are 

recognised in accordance with the host contract. 

Derivatives separated from the host contract are, in accordance with the measurement policy 

for derivatives measured at fair value. 

 
The Company recognises derivatives with a positive fair value as assets and derivatives with a 

negative fair value as liabilities. 

 

Loans and liabilities  

The loans and liabilities to affiliated companies as well as EMTN and CP issues are initially 

recognized at fair value plus any directly attributable transaction costs. Subsequent to initial 

recognition loans and liabilities are measured at amortized cost using the effective interest 

method, less a provision for impairment if necessary.  Loans and liabilities designated and 

qualifying as hedged items in fair value hedge relationships are adjusted for changes in fair 

value attributable to the risk being hedged. 

Cash and cash equivalents 

Cash and cash equivalents are measured at nominal value. If cash and cash equivalents are not 

readily available, this fact is taken into account in the measurement. Cash and cash equivalents 

denominated in foreign currencies are translated at the balance sheet date in the functional 

currency at the exchange rate ruling at that date. Reference is made to the accounting policies 

for foreign currencies. Cash and cash equivalents that are not readily available to the Company 

within 12 months are presented under financial fixed assets. 

Provisions 

A provision is recognised if the following applies:  

 the Company has a legal or constructive obligation, arising from a past event; and 

 the amount can be estimated reliably; 

 it is probable that an outflow of resources embodying economic benefits will be required 

to settle the obligation. 

Rights and obligations resulting from contracts under which neither party has performed any of 

its obligations or both parties have partially performed their obligations to an equal extent, are 

not recognised. Recognition occurs when the consideration to be received is not (or no longer) 

in balance with the performance obligation of the Company and this imbalance has adverse 

effects for the Company. 

Provisions are measured at the nominal value of the best estimate of the expenditures that are 

expected to be required to settle the liabilities and losses. 

 

Non-current liabilities 

The valuation of non-current liabilities is explained under the heading ‘Financial instruments’. 

 

Current liabilities 

The valuation of current liabilities is explained under the heading ‘Financial instruments’. 
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Hedge Accounting  
 

The Company uses derivatives as part of asset and liability management and risk management. 

These instruments are used for hedging interest rate and foreign currency risks. 

 

The Company designates certain derivatives as either (1) a hedge of the fair value of a 

recognized asset or liability and definite obligation (fair value hedge); or (2) a hedge of a future 

cash flow that can be attributed to a recognized asset or liability and expected transaction (cash 

flow hedge). 

  

Hedge accounting is applied for derivatives that are thus designated and that satisfy the 

conditions set by the Company. The Company sets the following conditions for the application 

of hedge accounting: 

 

 formal documentation of the hedging instrument, the hedged position, the risk management 

objective, strategy and relationship of the hedge is completed before hedge accounting is 

applied; 

 the documentation shows that the hedge is expected to be highly effective in offsetting the 

risk in the hedged position for the entire hedging period; 

 the hedge continues to be effective during the term.  

 

The Company ceases hedge accounting as soon as it has been established that a derivative is 

no longer an effective hedge, or when the derivative expires, is sold, terminated or exercised; 

when the hedged position expires, is sold or redeemed; or when an expected transaction is no 

longer deemed highly likely to occur. 

The Company did not provide and does not expect to provide any financial collateral for 

obligations in respect of derivative financial instruments. 

 

Fair value hedge accounting 

The Company uses interest rate swaps and cross currency interest rate swaps to hedge its 

exposure to changes in the fair values of its fixed rate, bonds attributable to changes in market 

interest rates and foreign exchange rates. Interest rate swaps are matched to specific issuances 

of fixed rate loans. 

 

The fair value of these derivatives is determined on the basis of the discounted expected future 

cash flows; whereby the market interest rates valid for the remaining terms of the financial 

instruments are used in which the counterparty and own credit risk are taken into account. 

 

Derivatives designated as a hedge of the fair value of recognized assets or of a definite 

obligation are stated as fair value hedges. Changes in the fair value of the derivatives which are 

designated as a hedge are recognized immediately in the income statement and reported 

together with corresponding fair value adjustments to the hedged item attributable to the 

hedged risk. If the hedging derivative expires or is sold, terminated, or exercised, or the hedge 

no longer meets the criteria for fair value hedge accounting, or the hedge designation is 

revoked, hedge accounting is discontinued prospectively. Any adjustment up to that point to a 

hedged item for which the effective interest method is used, is amortized to profit or loss as 

part of the recalculated effective interest rate of the item over its remaining life. 
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Cash flow hedge accounting 

Derivatives can be designated as a hedge of the risk of variability of future cash flows of a 

recognized asset or liability or highly likely expected transaction. The fair value of the effective 

portion of derivatives that are designated as a cash flow hedge and that meet the conditions for 

cash flow hedge accounting are deferred in the cash flow hedge reserve as a separate 

component of shareholders’ equity. The tax effect in the hedge reserve is part of the deferred 

tax asset. 

 

As soon as the expected future transactions lead to the recognition of gains or losses in the 

profit and loss account, the respective amounts are taken from the cash flow hedge reserve to 

the profit and loss account. Any ineffective portion of changes in the fair value of the derivatives 

is recognized immediately in profit or loss. 

If the hedging derivative expires or is sold, terminated, or exercised, or the hedge no longer 

meets the criteria for cash flow hedge accounting, or the hedge designation is revoked, then 

hedge accounting is discontinued prospectively. In a discontinued hedge of a forecast 

transaction the cumulative amount recognized in other comprehensive income from the period 

when the hedge was effective is reclassified from equity to profit or loss as cash flow hedge 

reserve adjustment when the forecast transaction occurs and affects profit or loss. If the 

forecast transaction is no longer expected to occur, then the balance in other comprehensive 

income is reclassified immediately to profit or loss as a cash flow hedge reserve  adjustment. 

 

Impairment of financial assets 
 

A financial asset that is not stated at (1) fair value with value changes reflected in the profit and 

loss account, or at (2) amortized cost or lower market value, is assessed at each reporting date 

to determine whether there is objective evidence that it is impaired. A financial asset is impaired 

if there is objective evidence of impairment as a result of one or more events that occurred after 

the initial recognition of the asset, with negative impact on the estimated future cash flows of 

that asset, which can be estimated reliably. 

Objective evidence that financial assets are impaired includes default or delinquency by a 

debtor, indications that a debtor or issuer will enter bankruptcy, adverse changes in the 

payment status of borrowers or issuers, indications that a debtor or issuer is approaching 

bankruptcy, or the disappearance of an active market for a security. 

The entity considers evidence of impairment for financial assets measured at amortized cost 

(loan and receivables and financial assets that are held to maturity) at a specific asset level. All 

individually significant assets are assessed for specific impairment.  

 

Losses are recognized in the profit and loss account and reflected in an allowance account 

against loans and receivables or investment securities held to maturity.  

Impairment losses below (amortised) cost of investments in equity instruments that are stated 

at fair value through profit or loss, are recognised directly in profit or loss. 

When, in a subsequent period, the amount of an impairment loss decreases, and the decrease 

can be related objectively to an event occurring after the impairment was recognized, the 

decrease in impairment loss is reversed through profit or loss (up to the amount of the original 

cost). 

 

Interest 
 

Interest income and expense are recognized in the income statement using the effective 

interest method. The effective interest rate is the rate that exactly discounts the estimated 

future cash payments and receipts through the expected life of the financial asset or liability 

(or, where appropriate, a shorter period) to the carrying amount of the financial asset or liability. 

When calculating the effective interest rate, the Company estimates future cash flows 

considering all contractual terms of the financial instrument but not future credit losses.  
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The calculation of the effective interest rate includes all fees paid or received that are an integral 

part of the effective interest rate. Transaction costs include incremental costs that are directly 

attributable to the acquisition or issue of a financial asset or liability. 

 

Interest income and expense presented in the income statement include on financial assets and 

liabilities at amortized cost calculated on an effective interest basis. 

 

Corporate income tax  

 
Corporate income tax comprises the current and deferred corporate income tax payable and 

deductible for the reporting period. Corporate income tax is recognised as an expense based 

on the applicable tax law in the period in which the profit arises. Corporate income tax is 

recognized in the profit and loss account except to the extent that it relates to items recognized 

directly to equity, in which case it is recognized in equity. 

 

Current tax comprises the expected tax payable or receivable on the taxable profit or loss for 

the financial year, using tax rates enacted or substantively enacted at the reporting date, and 

any adjustment to the tax payable in respect of previous years. 

 

Deferred tax is provided for temporary differences between the carrying amounts of assets and 

liabilities for financial reporting purposes and the amounts used for taxation purposes.  

 

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits 

will be available against which the temporary differences can be utilised. Deferred tax assets 

are reviewed at each reporting date and reduced to the extent that it is no longer probable that 

the related tax benefit will be realised. 

 

Cash flow statement  
 

The cash flow statement is prepared according to the indirect method, and distinguishes 

between cash flows from operational, investment and financing activities. Cash flows in foreign 

currency are converted at the exchange rate applicable on the transaction date. With regard to 

cash flow from operations, operating results before taxation are adjusted for gains and losses 

that did not result in income and payments in the same financial year and for movements in 

provisions and accrued and deferred items. 

 

In the context of the cash flow statement, cash and cash equivalents are equal to the balance 

sheet item cash and cash equivalents. 

 

Receipts and payments of interest and income taxes are presented within the cash flows from 

operating activities. Cash flows from derivative financial instruments that are accounted for as 

fair value hedges or cash flow hedges, are classified in the same category as the cash flows 

from the hedged balance sheet items. Cash flows from derivative financial instruments whereby 

hedge accounting is no longer applied, are classified in accordance with the nature of the 

instrument, from the date at which hedge accounting is ended. 
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Determination of fair value  
 

A number of accounting policies and disclosures in the company’s financial statements require 

the determination of the fair value for both financial and non-financial assets and liabilities.  

 

For measurement and disclosure purposes, fair value is determined on the basis of the following 

methods. Where applicable, detailed information concerning the principles for determining fair 

value are included in the section that specifically relates to the relevant asset or liability. 

 

Financial assets 

The fair value of financial assets is determined on the basis of the discounted expected future 

cash flows; whereby the relevant interest rate curve plus credit and surcharges, valid for the 

remaining terms of the financial instruments are used. The fair value of these financial assets is 

only determined for the benefit of the disclosures. 

 

Receivables 

The fair value of these financial instruments stated on the balance sheet, is approximately equal 

to their carrying amount unless otherwise stated in the notes. 

 

Derivatives 

The fair value of derivatives is based on the quoted market price, if available. If no quoted market 

price is available, the fair value is estimated on the basis of the expected cash flows discounted 

at the instrument specific interest curve, including spreads for discounting the relevant risks. 

 

Non-derivative financial liabilities   

The fair value of non-derivative financial liabilities is only determined for disclosure purposes 

and is calculated on the basis of the net present value of future repayments and interest 

payments, discounted at the relevant interest rate curve plus credit and surcharges, at the 

reporting date. 
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NOTES TO THE ANNUAL ACCOUNTS 31 DECEMBER 2018 

 

 

1 Financial fixed assets  

 

 
Loans to Affiliated companies: 

The financial fixed assets stated in the balance sheet are intercompany receivables and are 

carried at amortized cost. 

Recognized financial assets designated as hedged items in qualifying fair value hedge 

relationships are adjusted for changes in fair value attributable to the risk being hedged. 

 

Movements in financial fixed assets: 
  

 
  

€ 7.8 billion (2017: € 0.8 billion) of the principle portions outstanding is due and repayable 

within 1 year and € 6.7 billion (2017: € 3.6 billion) is due and repayable between 1 and 10 years.  

 

The interest rate of the loans to affiliated companies is in conformity with the Group-wide 

Intercompany pricing standards ensuring at arm’s-length conditions. 

 

Loans to affiliated companies for a total amount of € 11.2 billion (2017: € 0.9 billion) are 

denominated in a currency other than Euro for which the Company has entered into foreign 

exchange contracts to hedge foreign currency risks as far as they are not lent on in the same 

currency. The valuation of the loans is determined based on the year-end foreign exchange rate. 

As at 31 December 2018 part of the loans was designated in a fair value hedge accounting 

relationship € 1.5 million (2017: € 0.0 million).  

 

The fair value of the loans to affiliated companies per 31 December 2018 is € 14.6 billion (2017: 

€ 4.5 billion). 

 

The weighted average interest rate on the loans to affiliated companies is 1.09% (2017: 0.88%). 

As at 31 December 83% (2017: 81%) of the outstanding loans have a fixed interest rate. 
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The fair values of the derivatives are as follow: 

 
 

 

The notional amount of the swaps are as follow: 

 

 
 

The Company did not provide and does not expect to provide any financial collateral for 

obligations in respect of derivative financial instruments. 

 

The effectiveness test consists of comparing the cumulative fair value change of a 

hypothetical derivative defined at the transaction date, with a fair value of zero at the 

transaction date, as a proxy for the hedge position with the cumulative value change of the 

actual derivative. If the latter has a higher negative value than the hypothetical derivative, then 

the difference is recognized in the profit and loss account as ineffectiveness 

 

Fair value hedges 

The Company uses interest rate swaps and cross currency interest rate swaps to hedge its 

exposure to changes in the fair values of its fixed rate, bonds attributable to changes in market 

interest rates and foreign exchange rates. Interest rate swaps are matched to specific issuances 

of fixed rate loans. 

 

The fair value of these derivatives is determined on the basis of the discounted expected future 

cash flows; whereby the market interest rates valid for the remaining terms of the financial 

instruments are used in which the counterparty and own credit risk are taken into account. 

 

The fair values of derivatives designated as fair value hedges are as follows: 
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Cash flow hedges 

The Company uses interest rate and cross-currency swaps to hedge the foreign currency and 

interest rate risks arising from granting floating rate loans denominated in foreign currencies. 

 

The fair values of derivatives designated as cash flow hedges are as follows: 

 
  

 

3 Interest receivables from affiliated companies 

 
The intercompany receivables consist of interest on financial fixed assets and are due within 

one year. The fair value of this financial instrument stated on the balance sheet is approximately 

equal to their carrying amount. 

 
Receivables from affiliated companies for a total amount of € 76.3 million (2017: € 3.0 million) 

are denominated in a currency other than Euro for which the Company has entered into foreign 

exchange contracts to hedge foreign currency risks as far as there is no matching with interest 

liabilities.  

 

4 Cash and cash equivalents  
 

Cash and cash equivalents is stated at nominal value and freely disposable. The fair value of 

this financial instrument stated on the balance sheet is approximately equal to their carrying 

amount. 
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5 Shareholders’ equity 

 
Summary of movements in shareholders’ equity in 2018 and 2017: 

 
 
  

 
 

 

The authorized capital of Daimler International Finance B.V. amounts to € 2,500,000 consisting 

of 5,000 shares with a par value of € 500. At 31 December 2018 1,000 shares have been issued 

and fully paid.  

 

 

The other reserves are considered to be legal statutory reserves both in 2017 and 2018.  

The cash flow hedge reserve comprises the effective portion of the accumulated net change in 

the fair value of cash flow hedge instruments for hedged transactions that have not yet 

occurred. This cash flow hedge reserve is released during the period that the cash flows from 

the hedged risk are realised. The cash flow hedge reserve is not freely distributable.  

In 2018 € 0.9 million has been added to Equity from P&L. 
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The movement in the cash flow hedge reserve can be specified as follows: 

 the effective portion of changes in fair value of cash flow hedges amounting to € 8.4  million 

(2017: € 0.0 million); 

 the net change in fair value of matured cash flow hedges reclassified to P&L amounting to 

€ 0.0 million (2017: € 0.0 million). 

 

 

6 Deferred tax assets and liabilities 

 
At 31 December 2018 a net deferred tax asset of € 0.7 million for temporary differences was 

recognized. Deferred tax assets and liabilities are measured at nominal value. 

The deferred tax assets and liabilities comprises the tax effect of the temporary differences 

between the profit determination for financial reporting purposes and for tax purposes. 

Deferred tax assets and liabilities are attributable to the following: 
 

Movements in 2018: 

 
 

 

Movements in 2017: 
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7 Short/Long-term liabilities 

 
Movements in 2018: 
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Movements in 2017: 

 
 

 
 
Daimler International Finance B.V. obtains funds from the market by issuing corporate 

bonds/notes under the Euro Medium Term Notes and Commercial Paper under the European 

Commercial Paper Program and obtains funds from affiliated companies by entering into loan 

agreements. The issues under the EMTN and CP Programs (totalling € 14.9 billion) are 

unconditionally and irrevocably guaranteed by Daimler AG for which the Company pays a 

guarantee fee. The outstanding bonds issued by Daimler International Finance B.V. are listed. 

Both Swiss Franc denominated Bonds issued in 2018 are listed on the SIX Swiss Exchange. All 

other bonds are listed on the Luxembourg Stock Exchange. 

 
The notional amounts of the EMTN notes which are designated for hedge accounting amount to 

€ 11.8 billion (2017: € 1.4 billion).  
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 The terms and conditions of outstanding EMTN notes were as follows: 

(x € 1,000) 
 

 
 

CP notes (x € 1,000) 

 

 
 

The due date of the CPs varies to October 2019, the interest rates between  0.84% and -0.305%.   
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Part of the EMTN notes per 31 December is hedged. 

 

The specification is as follows:  
 

 
 
◊ The due date of the loans obtained from affiliated companies varies from June 2019 to 

October 2021. The interest rates of the loans obtained from affiliated companies vary 

between 0.04% and 0.59% and are in conformity with the Group-wide intercompany pricing 

standards ensuring at arm’s-length conditions.   

◊  As at 31 December 2018 there are no liabilities to affiliated companies denominated in a 

currency other than Euro (2017: € 0.0 million). When they occur the Company will enter into 

foreign exchange contracts to hedge foreign currency risks as far as they are not back-to-

back. The valuation of the loans is determined based on the year-end rate of exchange. 

 

◊ The fair value of the loans from affiliated companies per 31 December 2018 is € 0.44 billion 

(2017: € 0.5 billion). 

 

◊ The fair value of EMTN notes per 31 December 2018 is € 13.1 billion (2017: € 3.1 billion). 

The fair value of EMTN notes is derived from the market quotation. 

 

◊ The fair value of CP’s per 31 December 2018 is € 1.8 billion (2017: € 0.2 billion).  

 

 

8 Other liabilities to affiliated companies 

 
The intercompany liabilities consist of interest on intercompany loans and swaps  and are due 

within 1 year. 

 
Liabilities from affiliated companies for a total amount of € 37.0 million (2017: € 0.0 million) 

are denominated in a currency other than Euro for which the Company has entered into foreign 

exchange contracts to hedge foreign currency risks as far as there is no matching with interest 

liabilities. The fair value of this financial instrument stated on the balance sheet is approximately 

equal to their carrying amount. 
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9 Taxation and social security premiums 

 
The specification is as follows: 
 

 
 

 

 

 

 

10 Other liabilities and accruals  

 
The specification is as follows: 
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11 Risk Management  
 

General 

During the normal course of business the Company is exposed to interest rate risk, currency 

risk, liquidity risk, credit risk and other operational risks. In order to avoid or reduce these risks, 

Derivative Financial Instruments such as (but not limited to) Interest Swaps, Currency Contracts 

and Cross Currency Swaps are used. The Company does not trade in these Derivative Financial 

Instruments.   

 

The EMTN notes issued by the Company are lent onward at arm’s length  conditions to affiliated 

companies wherever possible with the goal to meet the matched funded principles wherever 

possible. 

 

Interest rate risk 

As a result from its issuing and lending business, the Company is exposed to interest rate risks. 

The interest rate risk exposure is frequently monitored and assessed. It is the Company’s 

general policy to mitigate interest rate risk by applying a matched  funding in terms of maturities 

and interest rate and to hedge interest rate exposures by entering into Derivative Financial 

Instruments, such as interest rate swaps. Changes in fair values of derivatives are compensated 

by changes in the fair value of the respective underlying.  

 

Foreign currency risk 

It is the objective of the Company to eliminate foreign currency risk. Therefore, the Company 

enters into foreign exchange contracts to hedge foreign currency risks as far as they are not 

lent on in the same currency. As a result the company incurred only limited foreign currency 

risk from its ordinary issuance and lending activities. The related Derivative Financial 

Instruments are recognized on the balance sheet against fair value. Nominal values of currency 

positions are shown in below table.   

 

The specification as at 31 December 2018 is as follows: 

 

 

 
 

(x1000) Non derivate 

financial assets

Non derivative 

financial liabilities

Derivative financial 

instruments
net exposure

CHF 2.080.000                        (400.000)                        (1.680.000)                     -                                         

CNY 15.000.000                      (2.000.000)                     (13.000.000)                  -                                         

CZK 4.440.000                        (4.440.000)                     -                                         

DKK 2.800.000                        (2.800.000)                     -                                         

GBP 4.787.000                        (3.290.000)                     (1.495.000)                     2.000                                

NOK (2.000.000)                     2.000.000                        -                                         

SEK 9.792.000                        (9.792.000)                     -                                         

USD 783.500                            (783.500)                        -                                         
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The Company incurs a foreign currency risk on the cash (equivalents) position, which is 

recognized against the exchange rate applying to the balance sheet date. Gains and losses are 

taken to the profit and loss account under result financial transactions. 

     

Credit risk 

The Company solely provides loans within the Daimler Group and to companies in which Daimler 

holds a minority share (Joint Ventures). In cooperation with Daimler AG headquarters, 

assessments of credit risks are made and credit limits are set, which are periodically reviewed. 

Therefore the company’s exposure to credit risk is influenced mainly by the characteristics of 

Daimler Group related default risk. Daimler Group is rated by credit rating agencies and has a 

rating of A2 (stable) from Moody’s Investors Service, A (stable) from Standard & Poor's Ratings 

Group and A- (stable) from Fitch Ratings as at 31 December 2018.   

 

In respect of cash at banks and Derivative Financial Instruments, these are only deposited and 

/ or entered into in compliance with the Daimler Global Counterparty Limits as provided by 

Daimler AG.  

 

Liquidity risk 

Liquidity risk comprises the risk, that a company cannot meet its financial obligations in full. 

Daimler International Finance B.V. manages its liquidity by holding adequate volume of cash 

and by applying as far as possible the matched funding principle. In accordance with internal 

guidelines, this principle ensures that financial obligations generally have the same maturity 

profile as the financial assets and receivables and thus reduces the Company’s liquidity risks.  

 

Hedging and Hedge Accounting 

Derivative Financial Instruments are valued at fair value in the balance sheet and any changes 

in the fair value must be accounted for in the income statement. In the event that changes in 

fair value of hedged risks are not accounted for through the income statement, a mismatch 

occurs in the accounting of results, making these results more volatile. In these cases, hedge 

accounting is applied as much as possible to mitigate accounting mismatching and volatility. 

The Company makes a distinction between fair value hedge accounting and cash flow hedge 

accounting. 

 

In fair value hedge accounting, the developments in fair value of the hedged risk are processed 

through profit or loss. This compensates for the fair value movements of the accompanying 

derivatives. In cash flow hedge accounting, the movements in fair value of the derivatives are 

accounted for in a separate cash flow hedge reserve in total equity. This cash flow hedge reserve 

is released over the period in which the cash flows from the hedged risk are realized.  
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12 Interest income  

 
The interest income is based on loans provided to group companies in the EU (2018: 63.5% and 

2017: 52.9%), the US (2018: 16.7% and 2017: 46.6%), China (2018: 19.7% and 2017: 0.0%),  

and Australia (2018: 0.0% and 2017: 0.5%). 

 

13 Result financial transactions  

 
Result financial transactions comprises the valuation impact of derivatives and the translation 

gains and losses. 
Hedge accounting is applied in accordance with the hedge accounting requirements as stated 

in RJ 290 taking into account that the hypothetical derivative method for fair value hedges is 

used. 

The Company incurs a foreign currency risk on the cash (equivalents) position, which is 

recognized against the exchange rate applying to the balance sheet date. The total result from 

translation gains and losses amount to EUR 0.2 million (loss).  

 

14 Commissions in relation to EMTN notes and Commercial Paper 

 
Commissions in relation to EMTN notes and Commercial Paper consist of guarantee fees paid 

by the Company to Daimler AG, guarantor under the EMTN and CP Programs.  

 

15 Corporation tax 

 
The applicable nominal tax rate is 25% (2017: 25%). The tax expense recognized in the profit 

and loss account for 2017 amounts to EUR 2.0 million, or 25% of the result before tax (2017: 

25%). 

 

 
 

 

16 Contingent liabilities and (off-balance sheet) commitments 

 
As at 31 December 2018 the Company has an off balance sheet commitment amounting to  

€ 40 million (2017: € 80 million). This off balance sheet commitment relates to forward loans 

to an affiliated company. The interest risk was covered. 

 

17 Managing Board and Supervisory Board 

 
The remuneration for directors, including pension obligations as intended in Section 2:383 of 

the Netherlands Civil Code, which were charged in the financial year to the Company, 

amounted to € 447,000 (2017: € 526,000).  

These costs were partly recharged for rendered services to affiliated companies.  

The members of the Supervisory Board did not receive remuneration during 2018 (2017: € 0). 

 

 

 

 



 32 

 

 

18 Pension 
  

The pension plan for the Company qualifies as a defined contribution plan. The Company has 

no obligation to pay supplementary contributions in the event of a shortfall in the pension fund, 

other than payment of future contributions. Equally the Company has no claim to any surpluses 

in the pension fund. Consequently, this pension plan has been accounted for as a defined 

contribution plan.  

 

 

19 Employees 

 
The number of employees at 31 December 2018 was 5 (2017: 4). 

 

 

20 Transactions with related parties 
 

Transactions with related parties are assumed when a relationship exists between the Company 

and a natural person or entity that is affiliated with the Company.  This includes, among others, 

the relationship between the Company and its subsidiaries, shareholders, directors and key 

management personnel. Transactions are transfers of resourses, services or obligations, 

regardless whether anything has been charged. 

 

Daimler International Finance B.V. obtains funds from the market by issuing corporate 

bonds/notes under the Euro Medium Term Notes Program and by issuing Commercial Paper 

(CP) under the European Commercial Paper Program and obtains funds from affiliated 

companies by entering into loan agreements. The net proceeds of these notes are lent on in the 

form of intercompany loans. The issues under the EMTN and CP Programs (total € 14.9 billion) 

are unconditionally and irrevocably guaranteed by Daimler AG for which the Company pays a 

guarantee fee to Daimler AG (note 14). These funds represent currently 97% of the borrowed 

funds. 

 

Daimler International Finance B.V. also obtains funds from other group companies amounting 

to € 430.0 million as per 31 December 2018 (2017: € 535.0 million). Together with the equity 

those funds are made available to affiliated companies. The loans are provided at arm’s-length 

interest rates. 

  

It is the Company’s general policy to match funding in terms of maturities and interest rate and 

to hedge foreign exchange and market rate risks. As a consequence the funds obtained are in 

general lent onward at congruent conditions wherever possible. The Company only assumes 

and subsequently bears foreign exchange risk and/or market rate risk in respect of loans 

provided from equity funds.  

 

 

The remuneration of the members of the managing board and supervisory board is included in 

note 17. 
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21 Fees of the auditor 

 
With reference to Section 2:382a (1) and (2) of the Netherlands Civil Code, the following fees 

for the financial year are included in the operating costs of the profit and loss account, 

independent from the moment of invoicing: 
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Events after balance sheet date 
 

Since the end of the 2018 financial year, there have been no occurrences that are of major 

significance for the Company. 

 

 

 

 

Proposal for the appropriation of profit 2018 

 
The Board of Management proposes to add the profit of 2018 amounting to € 2,913,975 to the 

other reserves. 

 

 

Appropriation of profit 2017 

 
Following the decision of the shareholders’ meeting the profit of the year 2017 amounting to 

€ 5,996,226 has been withdrawn from the other reserves. 
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Other information 

 
Provisions in the Articles of Association concerning the appropriation of profit 

 

Article 13 of the Articles of Association states: 

 

1. The Company’s profit is wholly at the disposal of the general meeting of share- holders. 

 

2. The Company may only make distributions to the shareholders and other parties entitled 

to the profit available for distribution in so far as its capital and reserves exceed the paid-

up and called part of the reserves required to be held under law. 

 

3. Distribution of profit takes place after adoption of the annual accounts indicating such 

distribution to be justified. 

 

4. The Company may only make interim distributions if the requirement in clause two has 

been satisfied. 

 

5. Entitlements to profit distributions lapse after a period of five years after the date on which 

they became payable. 

 

 

 

 

Auditors’ report 

 
The auditors’ report is shown on page 36. 
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Independent auditor's report 
 

To: the General Meeting of Shareholders and the Supervisory Board of Daimler International 
Finance B.V. 

Report on the audit of the financial statements 2018 included in the Financial 
Report  

Our opinion 

In our opinion the accompanying financial statements give a true and fair view of the financial 
position of Daimler International Finance B.V. as at 31 December 2018 and of its result for 2018 
in accordance with Part 9 of Book 2 of the Dutch Civil Code. 

What we have audited 

We have audited the financial statements 2018 of Daimler International Finance B.V., based in 
Utrecht.  

The financial statements comprise: 

1 the company balance sheet as at 31 December 2018; 

2 the company profit and loss account for 2018; 

3 the cash flow statement for 2018 

4 the statement of comprehensive income; and 

5 the notes comprising a summary of the accounting policies and other explanatory 
information. 

Basis for our opinion 

We conducted our audit in accordance with Dutch law, including the Dutch Standards on 
Auditing. Our responsibilities under those standards are further described in the ‘Our 
responsibilities for the audit of the financial statements’ section of our report. 

We are independent of Daimler International Finance B.V. in accordance with the ‘Wet toezicht 
accountantsorganisaties’ (Wta, Audit firms supervision act), the ‘Verordening inzake de 
onafhankelijkheid van accountants bij assurance-opdrachten’ (ViO, Code of Ethics for 
Professional Accountants, a regulation with respect to independence) and other relevant 
independence regulations in the Netherlands. Furthermore, we have complied with the 
‘Verordening gedrags- en beroepsregels accountants’ (VGBA, Dutch Code of Ethics).  
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We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our opinion. 

Audit approach 

Summary 

Materiality  

— Materiality of EUR 42 million 

— 0,5 % of Total Assets  

— Reporting threshold EUR 2.100.000 ( 5% of materiality)  

 

Key audit matters 

— Financial Instruments measured at Fair Value 

— Hedge accounting 

— Valuation of loans and receivables to Group entities 

— Fair Value of transferred FX loan portfolio 

 

Opinion 

— Unqualified 

Materiality 

Based on our professional judgement we determined the materiality for the financial statements 
as a whole at EUR 42.000.000 (2017: EUR 16.250.000). The materiality is determined with 
reference to the total assets (0,5%) which is the primary consideration of the users of the 
financial statements of Daimler International Finance B.V. as financing entity for Daimler AG 
companies and noteholders. We consider total assets as the most appropriate benchmark as the 
assets of Daimler International Finance B.V. generate the cash flows required to service the 
notes issued, Daimler International Finance B.V.’s noteholders – as the primary stakeholders of 
the entity – will focus primarily on the appropriate accounting (including valuation) for these 
assets. We have also taken into account misstatements and/or possible misstatements that in 
our opinion are material for qualitative reasons for the users of the financial statements.  

We agreed with the Supervisory Board that misstatements in excess of EUR 2.100.000, which 
are identified during the audit, would be reported to them, as well as smaller misstatements that 
in our view must be reported on qualitative grounds. 
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Our key audit matters 

Key audit matters are those matters that, in our professional judgement, were of most 
significance in our audit of the financial statements. We have communicated the key audit 
matters the Supervisory Board. The key audit matters are not a comprehensive reflection of all 
matters discussed. 

These matters were addressed in the context of our audit of the financial statements as a whole 
and in forming our opinion thereon, and we do not provide a separate opinion on these matters. 

Estimation uncertainty for financial instruments measured at fair value 

Description 

Daimler International Finance B.V. entered into derivative contracts to manage its interest rate 
risks and currency risks relating to the financial instruments issued by Daimler International 
Finance B.V. as well as the loans granted to Daimler Group companies. Daimler International 
Finance B.V.’s portfolio consists of forward contracts, long-term interest rate swaps and cross 
currency swaps. These derivative financial instruments are valued at fair value based on 
market information. 
When observable market prices are not available, individual derivative financial instruments 
are not listed or are not traded regularly, the market value is estimated by the Board of 
Management, as disclosed in Note 2 and in the Accounting Principles for the financial 
statements. 
There is an inherent uncertainty in the determination of the fair value of derivatives due to the 
use of estimates and application of Board of Management’s judgement. Due to this uncertainty 
we identify the valuation of derivative financial instruments measured at fair value as a key 
audit matter. 

Our response 

We have involved valuation specialists in our audit team to evaluate the methodologies, inputs 
and assumptions used by Daimler International Finance B.V. in determining the fair values of 
derivative financial instruments. In this respect we compared the outcome of Daimler 
International Finance B.V.’s valuation model with the values calculated independently by our 
valuation specialists.  
Additionally, we assessed the appropriateness of the financial statements disclosures in Note 
2 of the financial statements.  

Our observation 

The results of our procedures relating to Daimler International Finance B.V.’s valuation risk 
management and valuation risk monitoring procedures related to the measurement of financial 
instruments were satisfactory. 
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Furthermore, we observed that Board of Management valued the financial instruments in a 
neutral way and that the disclosure of the assumptions, risks and valuations of the derivative 
financial instruments is adequate, in accordance with the requirements of the Dutch 
Accounting Standards. 

 

Hedge Accounting  

Description 

Daimler International Finance B.V. manages its exposure to interest rate and foreign currency 
risk by means of derivative financial instruments and applies hedge accounting to a significant 
part of its derivatives portfolio to avoid the accounting mismatch between the valuation of the 
derivatives (fair value) and the hedged item (amortized cost or off balance) in its financial 
statements. The accounting treatment of derivative financial instruments depends on whether 
the hedge relationship qualifies for hedge accounting and whether it is a fair value or cash flow 
hedge accounting relationship.  
Given the significance of the application of hedge accounting for the financial position as a 
whole and the inherent complexity of hedge accounting we consider this a key audit matter. 

Our response 

We have inspected the hedge documentation provided by Daimler International Finance B.V. 
supporting hedge accounting and have assessed the calculation method of the defined 
hedged risk. Furthermore we have audited Daimler International Finance B.V.’s hedge 
effectiveness testing, including testing whether the critical terms match has been appropriately 
applied. This test includes matching nominal value, duration and foreign exchange rates with 
contracts and other supporting documentation. We have assessed each hedge relationship 
based on the accounting requirements of the Dutch Accounting Standard RJ 290: ‘Financiële 
instrumenten’.  
We have also assessed whether the disclosure requirements were met in the financial 
statements. 

Our observation 

The results of our procedures relating to Daimler International Finance B.V.’s hedge risk 
management and hedge risk monitoring procedures related to the application of hedge 
accounting were satisfactory. 
Furthermore, we observed that Daimler International Finance B.V. applied hedge accounting in 
accordance with the accounting policies of Daimler International Finance B.V. as described in 
the accounting principles for the financial statements 
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Estimation uncertainty in respect of the valuation of loans and receivables to Group 
entities 

Description 

Daimler International Finance B.V. is a financing entity entering into financing arrangements to 
fund Daimler AG and its subsidiaries (‘the Group’). Daimler International Finance B.V. has no 
substantial assets other than the loans to Group companies. The financing arrangements 
consist of external funding which are all guaranteed by Daimler AG. Daimler International 
Finance B.V. is therefore, besides dependent on the creditworthiness of the direct counterparty 
of its loans, dependent on the creditworthiness of Daimler AG as a whole for repayment of its 
debts instruments.  

This is highlighted in Note 11 of the financial statements. Given the relevance to the financial 
statements of Daimler International Finance B.V., we consider this a key audit matter. 

Our response 

Our audit procedures included an assessment of the creditworthiness of the financial position 
and liquidity of the Daimler Group to assess whether the respective Group entities will be able 
to meet their contractual obligations. To this end we have performed, amongst others, the 
following procedures with respect to the exposure on Group entities: 

— Inspect the audited 2018 financial statements of Daimler AG. 

— Inquired with Board of Management regarding recent developments in the financial position 
and cash flows of Daimler Group and whether any conditions exist as at, or subsequent to 
the reporting date that may lead to Daimler AG’s inability to meet its contractual 
obligations.  

— Evaluation of the information from rating agencies Moody’s Investor Service, Standard & 
Poor’s Ratings Group and Fitch Ratings with respect to the credit ratings of Daimler AG as 
at 31 December 2018. 

— Inspect the loan agreement with Daimler Group. 

Inspect the terms and conditions of the Guarantee Agreement between Daimler AG and the 
investors in the notes issued by Daimler International Finance B.V. 

Our observation 

The results of our procedures relating to Daimler International Finance B.V.’s credit risk 
management and credit risk monitoring procedures related to the timely recognition and 
measurement of impairments for loan losses were satisfactory. 
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Estimation uncertainty for the valuation of portfolio transfer 

Description 

Daimler International Finance B.V. took over portfolio of intercompany loans from Daimler AG 
at fair value. There is an inherent uncertainty in the determination of the fair value of loans due 
to the use of estimates and application of Board of Management’s judgement. Due to this 
uncertainty we identify the valuation of transferred FX loan portfolio measured at fair value as 
a key audit matter. 

Our response 

We have assessed the transfer agreements and involved valuation specialists to evaluate the 
methodologies, inputs and assumptions used by Daimler International Finance B.V. in 
determining the fair values of portfolio transferred. In this respect we compared the outcome of 
Daimler International Finance B.V.’s valuation model with the values calculated independently 
by our valuation specialists.  

Our observation 

The results of our procedures relating to Daimler International Finance B.V.’s valuation 
procedures related to the initial measurement of the transferred portfolio were satisfactory. 

Report on the other information included in the annual report  

In addition to the financial statements and our auditor’s report thereon Financial report contains 
other information that consists of: 

— report of the Board of Management; and 

— other information pursuant to Part 9 of Book 2 of the Dutch Civil Code. 

Based on the following procedures performed, we conclude that the other information: 

— is consistent with the financial statements and does not contain material misstatements; and 

— contains the information as required by Part 9 of Book 2 of the Dutch Civil Code. 

We have read the other information. Based on our knowledge and understanding obtained 
through our audit of the financial statements or otherwise, we have considered whether the other 
information contains material misstatements. 

By performing these procedures, we comply with the requirements of Part 9 of Book 2 of the 
Dutch Civil Code and the Dutch Standard 720. The scope of the procedures performed is less 
than the scope of those performed in our audit of the financial statements. 

The Board of Management is responsible for the preparation of the other information, including 
the Report of the Board of Management, in accordance with Part 9 of Book 2 of the Dutch Civil 
Code, and other information pursuant to Part 9 of Book 2 of the Dutch Civil Code. 
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Report on other legal and regulatory requirements 

Engagement 

We were engaged by the Shareholders as auditor of Daimler International Finance B.V. as of the 
audit for the year 2003 and have operated as statutory auditor ever since that financial year. On 
10 April 2018 we were re-appointed by the Shareholders for the year 2018. 

No prohibited non-audit services 

We have not provided prohibited non-audit services as referred to in Article 5(1) of the 
EU Regulation on specific requirements regarding statutory audits of public-interest entities. 

Description of responsibilities regarding the financial statements 

Responsibilities of the Board of Management and the Supervisory Board for the 
financial statements 

The Board of Management of Daimler International Finance B.V. is responsible for the 
preparation and fair presentation of the financial statements in accordance with Part 9 of Book 2 
of the Dutch Civil Code. Furthermore, the Board of Management is responsible for such internal 
control as the Board of Management determines is necessary to enable the preparation of the 
financial statements that are free from material misstatement, whether due to fraud or error. 

As part of the preparation of the financial statements, Board of Management is responsible for 
assessing Daimler International Finance B.V.’s ability to continue as a going concern. Based on 
the financial reporting frameworks mentioned, Board of Management should prepare the 
financial statements using the going concern basis of accounting unless the Board of 
Management either intends to liquidate Daimler International Finance B.V. or to cease 
operations, or has no realistic alternative but to do so. The Board of Management should 
disclose events and circumstances that may cast significant doubt on Daimler International 
Finance B.V.’s ability to continue as a going concern in the financial statements. 

The Supervisory Board is responsible for overseeing Daimler International Finance B.V.’s 
financial reporting process. process. 

Our responsibilities for the audit of the financial statements 

Our objective is to plan and perform the audit assignment in a manner that allows us to obtain 
sufficient and appropriate audit evidence for our opinion. 

Our audit has been performed with a high, but not absolute, level of assurance, which means we 
may not have detected all material errors and fraud during our audit. 
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Misstatements can arise from fraud or errors and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users 
taken on the basis of the financial statements. The materiality affects the nature, timing and 
extent of our audit procedures and the evaluation of the effect of identified misstatements on our 
opinion. 

For a further description of our responsibilities in respect of the audit of the financial statements, 
we refer to appendix.  

Amstelveen, 17 April 2019  

KPMG Accountants N.V. 

M.L.M. Kesselaer RA 
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Appendix 

We have exercised professional judgement and have maintained professional scepticism 
throughout the audit, in accordance with Dutch Standards on Auditing, ethical requirements and 
independence requirements. Our audit included among others: 

— identifying and assessing the risks of material misstatement of the financial statements, 
whether due to fraud or error, designing and performing audit procedures responsive to those 
risks, and obtaining audit evidence that is sufficient and appropriate to provide a basis for our 
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than 
the risk resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control; 

— obtaining an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Company’s internal control; 

— evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the Board of Management; 

— concluding on the appropriateness of Board of Management’s use of the going concern basis 
of accounting, and based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on Company’s ability to 
continue as a going concern. If we conclude that a material uncertainty exists, we are 
required to draw attention in our auditor’s report to the related disclosures in the financial 
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are 
based on the audit evidence obtained up to the date of our auditor’s report. However, future 
events or conditions may cause a company to cease to continue as a going concern; 

— evaluating the overall presentation, structure and content of the financial statements, 
including the disclosures; and 

— evaluating whether the financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation. 

We communicate with Supervisory Board regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant findings in internal 
control that we identify during our audit. 

We provide the Supervisory Board with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, 
related safeguards. 

From the matters communicated with the Supervisory Board, we determine the key audit 
matters: those matters that were of most significance in the audit of the financial statements. We 
describe these matters in our auditor’s report unless law or regulation precludes public 
disclosure about the matter or when, in extremely rare circumstances, not communicating the 
matter is in the public interest. 
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