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SYDNEY: Australia’s competition watchdog
yesterday warned that Volkswagen could be
hit with up to Aus$1.1 million ($780,000) in
fines for each pollution-cheating device
installed and in use in its cars in the country.
The German auto giant is facing its deepest-
ever crisis after admitting up to 11 million
diesel cars worldwide were equipped with
sophisticated software that covertly switches
on pollution controls when they undergo an
emissions test.

The Australian Competition and Consumer
Commission (ACCC) said it was still waiting for
Volkswagen Group Australia to clarify how
many of its cars in the nation were fitted with

the so-called defeat devices. “This enforce-
ment investigation is a priority for the ACCC,”
chairman Rod Sims said in a statement.

The devices, if they are being used in the
cars, would breach Australian safety stan-
dards, Sims added. “Using defeat devices is
specifically prohibited under the Australian
Design Rules, which are picked up as
Australian Consumer Law (ACL) mandatory
safety standards,” he said.

“As the enforcer of the ACL, the ACCC can
take action against any corporation that has
breached mandatory standards.”

The regulator said the maximum penalty
for a company for each breach of consumer

law was Aus$1.1 million. According to esti-
mates by Fairfax Media and News Corporation
newspapers, up to 50,000 vehicles made by
Volkswagen and Volkswagen’s top-of-the-
range Audi subsidiary could be fitted with the
diesel engines that contain the devices.

This means Volkswagen could potentially
face billions of dollars in Australian penalties,
but such a huge fine would be unprecedent-
ed for the ACCC.

The ACCC said it was also looking into
Audi Australia’s comments Wednesday that
some of its engines could be fitted with the
device, although the carmaker said they were
“inactive”.

The watchdog’s highest fines have
stemmed from investigations into price-fixing
in the Australian air cargo market by interna-
tional airlines, with the Federal Court so far
imposing Aus$58 million in penalties over the
case. Australian law firm Maurice Blackburn
last week said it was looking into possible
consumer law action against Volkswagen,
adding that the cars affected by the scam
would likely be worth “significantly less”
when owners try to sell them at a later date.
Volkswagen yesterday said it planned to recall
up to 120,000 diesel cars sold in South Korea,
the day after its British arm revealed a recall of
nearly 1.2 million vehicles. — AFP

Australia may hit VW with millions in regulatory fines

BERLIN: Volkswagen is looking at ways to
cut costs and boost cash flow and could sell
more shares if the price of clearing up a
scandal over its rigging of diesel emissions
tests puts its credit rating at risk. The
German carmaker’s supervisory board has
discussed ways of strengthening its finances,
but has not talked about selling assets or
brands, two sources close to the board told
Reuters. One said raising money by selling
shares would become likely if the cash costs
of the scandal exceeded a “critical level”,
without elaborating.

Volkswagen declined to comment.
Europe’s largest carmaker has admitted
cheating in diesel emissions tests in the
United States and Germany’s transport min-
ister says it also manipulated them in
Europe, where Volkswagen sells about 40
percent of its vehicles.

The biggest crisis in the company’s 78-
year history has seen its shares plunge more
than a third in value and forced out long-
time chief executive Martin Winterkorn.

It has also sent shockwaves through the
global auto industry and the German estab-
lishment, which has for years held up
Volkswagen as a model of the country’s
engineering prowess.

The company has set aside 6.5 billion
euros ($7.2 billion) to help cover the costs of
the scandal, but some analysts think the
final bill could be much higher. Volkswagen
has said it will refit up to 11 million diesel
vehicles containing software capable of
cheating emission tests.  It also faces poten-
tial fines from regulators and prosecutors,
lawsuits from consumers and investors, and
a possible hit to sales and prices from the
damage to its reputation.

The sources said the board was worried
that, without boosting its finances, its credit
ratings might be downgraded, leading to
higher borrowing costs. Moody’s, S&P and
Fitch have all put negative outlooks on their
credit ratings for Volkswagen, meaning they
see a risk they might have to be cut.

“The company has a fairly robust balance
sheet-but also has a very conservative
approach to financing and its credit rating,”
Bernstein analyst Max Warburton said in a
research note this week. “We believe that if
the cash costs exceed 10 billion euros, a cap-
ital raise is highly likely.”

Warburton noted Volkswagen had 17.6
billion euros of cash at the end of the second
quarter, plus 15 billion euros of marketable
securities. But he also said it had suggested
in the past that it needed a minimum of 10
billion euros in net cash to run the business.

Under existing company rules,
Volkswagen could issue about 8 billion
euros of preference shares, which do not
carry voting rights, Warburton said. Beyond

that level, it might have to issue ordinary
shares, which could require the Piech-
Porsche families and the German state of
Lower Saxony-the company’s two largest
shareholder groups-to stump up cash.

‘NO EXCUSE’
At an auto industry conference in Berlin,

the mood was sombre, with the newly-
appointed sales chief of Volkswagen’s name-
sake brand and its head of future research
pulling out. “This (scandal) is causing dam-
age to the entire German car industry and to
German engineering,” Helmut Kluger, pub-
lisher of trade magazine Automobilwoche,
told delegates. “There is no excuse whatso-
ever for the VW cheat. Toyota will remain the
world’s largest carmaker in the foreseeable
future, that’s clear now,” he added, referring
to Volkswagen’s goal- achieved in the first
half of this year-to overtake Japan’s Toyota
to become the world’s biggest selling car-
maker. There is no evidence to date that oth-
er carmakers have used the same “cheat”
software as Volkswagen. But the industry
fears more costly regulations and a hit to
sales of diesel vehicles.

Klaus Froehlich, development chief at
German rival BMW , told the conference the
software used by Volkswagen was a “no-go”
for his company. It was not all gloom,
though. A project manager at a diesel
engine component maker who declined to

be named told Reuters he expected “lucra-
tive” business from servicing Volkswagen
cars. Volkswagen, which is already imple-
menting a 5 billion euro cost savings pro-
gram at its VW brand, imposed a hiring
freeze at its financing arm and cut a shift at a
German engine factory on Tuesday, in a sign
it is bracing for a blow to its business.

But the bad news keeps coming. France
and Australia have joined other countries in
launching investigations into Volkswagen,
while an Italian consumer group has filed a
class action lawsuit, accusing Volkswagen of
deceiving car owners and potentially harm-
ing the environment.

A Texas county has also sued the compa-
ny, accusing it of violating state environ-
mental laws and seeking up to $25,000 in
damages per violation per day. New Chief
Executive Matthias Mueller, a company vet-
eran appointed on Friday to replace
Winterkorn, is under huge pressure to get to
grips with the scandal. The company has
hired US law firm Jones Day to lead an exter-
nal investigation, a source close to the mat-
ter has said.  The external probe is a key
demand of some investors who have been
critical of the board’s decision to continue
appointing insiders to top jobs in the wake
of the crisis. Some analysts have suggested
the company might sell off its trucks busi-
ness or some brands such as Bugatti, Ducati
and Lamborghini to raise money. — Reuters

VW seeks to boost cash 
to meet scandal costs

Applications for US 
jobless edge higher

WASHINGTON: Applications for unemployment bene-
fits rose last week, but Americans are seeking jobless
aid at historically low levels consistent with a healthy
job market.

The Labor Department said yesterday that weekly
applications for jobless aid rose 10,000 to a seasonally
adjusted 277,000. The four-week average, a less volatile
figure, declined to 270,750.

Applications are a proxy for layoffs. The low level of
applications indicates that companies trust that the US
economy will continue to expand and will possibly
boost hiring. The report indicates that employers have
yet to be frightened off by the slowdown in China’s
economy and fierce sell-offs in the US stock market.
Jobless claims averaging less than 300,000 a week have
corresponded with net monthly job gains of roughly
200,000.

The government will issue its official jobs report
for September today. Economists forecast that report
will show that employers added 206,000 jobs, and
the unemployment rate held at 5.1 percent for the
second straight month. Employers have added an
average of 221,000 jobs a month in the prior three
months, a solid pace that drove the unemployment
rate to a seven-year low.

A private survey by payroll processor ADP said
Wednesday that employers added 200,000 jobs last
month.

The job growth has steadied the economy as glob-
al pressures mount. Oil prices have remained below
$50 a barrel amid weak demand from China and
much of Europe. The stronger dollar has crimped
exports, as US goods have become more expensive
for foreign buyers.

But the domestic economy has been insulated from
much of this turmoil. The steady pace of hiring has con-
tributed to rising consumer confidence and fueled
stronger home sales and more residential construction
this year. Developers have broken ground on 11 per-
cent more homes in the first eight months of this year
than at the same point in 2014. —AP

SALT LAKE CITY: A Boeing employee works on a horizontal stabilizer for a
Boeing 787 Dreamliner, at Boeing in Salt Lake City. The Institute for Supply
Management, a trade group of purchasing managers, issued its index of manu-
facturing activity for September yesterday. — AP

CHICAGO: A job seeker fills out an application during
a National Career Fairs job fair in Chicago. — AP


