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Report oF She Board oQ Management 

General 

Daimler International Finance 5.V. (or "the Company") iiriances part of the activities of the Daitnler Group. 

As a l  31 December 2008 the authorized capilal of lhe Company was e2,500,000 divided into 5,000 

ordinary shares of e500 nominal value, of which 1,000 shares have been issued and fully paid. Each sliare 

carries one vote at general meetings of shareholders. 

Tlie Euro Medium Term Note Programme (EMTN) issues o i  Daimler International Finance B.V. are 

irrevocably guaranteed by Daimler AG and have long-term ratings of A3, A- and A- from Moody's 

Investors Service, the Standard & Poor's Ratings Group and Fitch Ratings respectively which rely on 

the periormance of the Daimler Group. As a result of a reassessment of the business prospects of the 

automotive industry in general, and, as a result, the profit and cashflow expectations for Daimler, Fitch 

lowered Daimler AG's long term rating to BBB+ with a stable outlook on 29 January 2009. 

As of June 2008 the Company joined the Multi-currency Commercial Paper Programme of Daimler AG, first 

establistied on 26 October 1999, for the issuance, offer and sale of notes up to an aggregate principle 

amount of EUR 10,000,000,000. 

As in previous years, the Company's liquid funds have been made available to companies within the 

Daimler Group by way of intercompany loans. 

End of May 2008 Daimler International Finance moved the office to the site of Mercedes-Benz Nederland 

B.V. 

In 2008 the financial fixed assets of the Company increased by G6,223 rnillion to a level of E7,954 
million as per end of 2008. The corresponding funding was realized through the issuance of bonds under 

the EMTN Programme. As a consequence of the increased activities the internal organization and staffing 

level was brought in line. 

The financial result after taxation amounts to €8.8 million. This result developed in Iine with the balance 

sheet deveiopnient during the Course of the year. 

Risk Management 

The Board of Management is responsible for the internal control and the managenient of risks wi'rliiri the 

Company and for the assessnient of the effectiveness of the control systenls. These cotitrols were sel up 

in cooperation witli Daimler Group to identify and manage foreign exchatige, interest, liquidity atid credit 

risks. 



111 the Coi~lpany's ~ I J S ~ ~ E S S ,  the cieation aiid rnlii-lagernent of a Ioali invoives i i ie assunlptioii of a nuinber 

o i  rislcs: credit i-islc, triarket iiiteresl rate risk, ioreign exchange risk, structural/rnarltet rislc aiid ottier 

operalional risks. Ac of 2008 the EMTN notes are iiot in full extent lent onward at sirnilar condilions. 

Daimler International Finance B.V. excepts market iriterest rate risk with respect to these loaiis. However 

this risk is shared with Dairnler AG. 

With respect to the loans oblained from affiliateci conipanies, i t  is the Conipany's general policy to hedge 

the Foreign exchange risk with foreign exchange swaps and cross currency interest rate swaps to match 

funding in terms of maturities and interest rates. 

The Company solely provides loans within the Daimler Group. In cooperation with Daimler AG headquarters, 

assessments of credit risi<s are made and credit limits are Set, which are periodically reviewed. In respect 

of cash at banl<s and financial derivatives, these are only deposited and / or entered into with banks of 

good reputation. 

The Company expects a profit in line with the planned balance sheet development. Due to the integrated 

organization of lending and funding activities within the Daimler group, Daimler international Finance %.V. 

expects no direct impacts arising from the financial crisis. 

Events after the  clocing date 

Since the end of the 2008 f~nalicial year, there have been no further occurrences that are of major 

significance for the Company. 

Utrecht, 31 March 2009 

Daimler International Finance B.V. 

The Board of Management 

Mr. M. van Pell P. Derks H. Wendrolh 



Daimlei 1nterna"tional Finanee B.V. 
Balance sheet as at 31 December 2008 

jbefore prof i t  appropriation x e1,000) 

ACSETC 

FIXEB ASSETS 
0 Financial Fixed assets 

Affiliated companies 1 

Other financial assets 2 

CURRENT ACSETC 
0 Receivables: 

Affil~ated companies 3 

Tax receivables 4 

0 Cash at bank and in  hand 5 

Some of tlie coniparative figures Rave been resraied ihr roniparicon purposes, iilaiiily as a result of a cl?aiige in aecountiiig 

i ) r in~i l l le$,  L\s pt?i 1 Iaiii13ry 200.7 thc! ! k j 3 w  10 aifiliatc~:l ci>#,)pz!i7ics a r ~ ?  :3~22si,!s~?:l ai, ;:,i~orti~!>? CO$:, R c f ~ r e , ? ~ ~ :  iz :I:z& ;() 

sectioii 'Cliaiige iii nlcoiiiilirig principles' cf iiie Accouixing piii-><;ipli;r ioi. 1112 fii?siicial cirile?iiieiils. 



Dairnler International Finsas~ce B~V. 

Balance sheet cs a t  31 Deeernber 2008 

(before profibappropriation X eI,000) 

LIABILITIEC 

0 Shareholders' equity 6 

lssued capital 

Other reserves 

Profit for Ihe year 

0 Provisions 7 

0 Deferred taax liabilities 

0 Long-term liabilities 

EMTN issues 

Affiliated companies 

Other financial liabilities 

0 Short-term liabilities 

Loans from 

affiliated cornpanies 

Other liabilities 

affiliated cornpanies 

Taxation and 

social security yremiums 

Other liabilities and accruals 

Sonie of the coniparative figures liave been rectaled for comparison purposes, niainly as a resi~l i  of a cliange in accouniing 

pr'iiiciples. AC Per' 1 lanuary 2007 itie liabilities to aifiliaied coriipanies as v~ell as rlie bonds and EMTii issues are measureci a i  
. , ainni-tireci cnci . Paiei-en;c is iiiade to snctio!i 'C i i a i i g  ii? a c c ~ u : ~ i i , ~ c  -. prlqci~l-s' «i t i i i  iicrouriii i ig p~~,~:,i)ie"ic ilic jiiiaii(:i:i 

ciaief?ic.iits, 



Daimler International Finance B.V. 
Profit and ioss account for the  year ended 31 decernber 2008 

(X ;F 1,008) 

0 Interest expenses 

Net interest result 

0 External costs and other 

Operating costs 

Commissions in relaiion to 

EMTN issues 

Wages and salaries 

Social security charges 

Pension charges and 

early retirement costs 

PROFIT BEFORE TAX 

0 Taxation 12 

NET PROFIT FOR THE YEAR 



Adjustnietits for: 

Change in prov~sions 

Change in deferred tax liabilities 

Change in tax receivables 

Change in value adj. to other financial 

assets / liabilities 

lncome tax expense 

Tax paid 

Change in operating 

assets and liabilities: 

Change in financial iixed assets 

Change in receivables aff. companies 

Change in other liabilities 

Cash Flow from operating activities 

Cash flow frorn investing activities 

Cash flow frorn financing activities 

Proceeds from EMTN issues 

Change in loans from aff companies 

Net cash From Financing activities 

Net increase in cash and cash 

equivalents 

Cash at beginning of period 

Cash at end of period 

Net increase in cash and Cash 

equivalents 



Wccountlng .- principles . . for ehe financial - statementc 

General information 

The company was established on 4 April 1986 as a private litnited company (B.V.). The shares are 

100% owned by Daimler AG in Stuttgart, Germany. 

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 title 

9, Book 2 of the Netherlands Civil code. 

If not stated olherwise, assets and liabilities are shown at nominal value. All financial informalion 

presented in Euro has been rounded to the nearest thousand, unless otherwise stated. 

Basis of rneasurement 

The financial staternents liave been prepared on the historical cost basis except for the following: 

derivative financial instrumeiYis are measured at fair value; 

recognized financial assets and financial liabilities designated as liedged items in qualifying fair 

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

hedged. 

Chsnges @ accounting principles 

Until 1 January 2008, the loans and liabilities to affiliated cornpanies as well as the EMTN issues 

were carried at nominal value. Due to harmonization of the accounting principles with the group 

accounting policy tlie Company changed the accounting principle for the valuation of loans and 

liabilities to affiliated companies as well as.the EMTN issues. As per 1 January 2008 the loans and 

liabilities to affiliated companies as well as the EMTN issues are rneasured at amortized cost using 

the effective interest method. The change in accounting principle arnounting to e4.. 142 million has 

been applied retrospectively on 1 January 2007. Tliis change has no irnpact on the equity since the 

loans and liabilities to affiliated companies and EMTN issues are back-to-back financed. 



The use of estimates und esaurnpiions in the preparatiofi of "re financial stsaeernents 

- 
I Iie preparation o i  the fiilancial statements requires the tnaiiageineilt to form opiniotis and to make 

estiniates and assumptioiis that influence ihe application of priiiciples and the reporied valiies 

of assels and lial~iiities aiid of inconie and expenditure. The actual i'esults inay differ froni these 

estirnates. The estiniates and ihe uiicierlyiiig ass~imptions are contiriionsly assessed. Revisions CF 

estitnates are recognized iil the period in which tlie estimate is revised and in iuture periods for 

which the revision has consequences. 

Transactions denominated in foreign currency are translated into the relevant functional currency 

of the group cornpanies a i  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 a l  the exchange rate applying on that date. Non-monetary assets and liabilities 

in foreign currency that are stated at historical cosmre translated into euros at the applicabie 

exchange rates on the transaction date. Translation gains and losses are taken to the profit and loss 

account as ex~enditure. 

General 

An assel is disclosed in  the balance sheet when it is probable thatthe expected Future econornic 

benefits that are attributable to the asset will flow "l the Company and the cost of the asset can 

be reliably measured. A liability is disclosed in 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 measured with sufficient reliability. 

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

assets or liabilities transfer to a "ciird parly, the asset or liability ia no longer included in the balance 

sheet. Assets and liabilities are not included in the balance sheet ii economic benefits are not 

probable or cannot be nieasured with sufficient reliability. 

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

recogtiized when the Cornpany has transferred to the buyer the significantrisks and rewards of 

ownership of the goods. 



Finaiicial assets and liabilities are offset anti the net aniount reporled oii the balance sheet if there 

is a legally enlorceable right to set off the recognized aniounts, and there is an inlention tu settle 

the iierns on a net basis, or to settle the asset and the liability sirnultaneoucly. If these conditions 

are not fulfilleci. aniounts will not be offset. 

Financial instruments include cash items, loans and other financing commitments. Financial 

instruments also include derivative financial instruments. 

Financial inslruments are initially recognized at fair value. If instruments are not carried at fair value 

through profit and ioss, then any directly attributable transaction costs are included in the initial 

measuremenl. 

The Company uses derivative flnancial instruments such as swaps, forward rate agreements for the 

purpose of hedging interest rate and currency risks that arise from its flnanclng activities. 

After initial recognition, financial instruments are valued in the manner described below. 

Loans and liabilities - -. 

The loans and liabilities to affiliated companies as well as the EMTN i s s ~ ~ e s  are measured at 

amortizeci cost using tRe effeciive interest methoci, less a provision for impairtnent if necessary. 

Recognized loans and liabilities as well as tlie EMTN issues designated as hedged items in 

yualifyiiig fair value hedge relatiotiships are adjusted for changes in fair value atlributable l o  the 

risk being hedged. 

Derivative financial instruments, such as forward conlracts and Cross currency interest rate swaps 

are measured at fair value upon enlering into the contract. 

The fair value of the Company's derivatives depends on tlie type of instrument and is based on a 

discounted cash flow model. The Company recognises derivatives with a positive market value as 

assets and derivatives with a negative market value as liabilities. 

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

These itistruments are usecl for hedging interest rate and foreign curr-ency risks, including ttie risks 

of fiiture lransactions. 

The (;a11 I.eiigi~aie ~er ta i i ?  cieri\~atives as eitl'ei ( I )  a I-~edgi- of ihe  fair va!ue of ri i~ec~griise<i 

a f r e i  oi- liabilily (fair value iiecige); o i  [2! a iiedge of a l i i tuie easii flov; thai can be atlsihl.iteci lo a 
recognised aisei  or Iiakiility, aii expecieti iiancaciioii ur a definite ~hl igat ioi i  (ras11 fiow hedge)~ 

I 1  



I-iedge accor!nting is applied fo i  derivatives t l iai aie ihus desigiistecl anti ilrai caiisfy tl-ie eonditinns 

cel by the Coriipony. Tiie Coinpany sets 'die iollowiiig coiiditioiis Tor the application of lhedge 

accoui~ting: 

* for~~nal docurnentaiiol? of the iiedging iristriimenl, the hedged positioii, I i ie tick n-ianagernent 

objeetive, strategy and relatiotisl?ip of the hedge is conipleted before liedge accouiiting is 

applied; 

Ihe docurnentation shows that the hedge is expected to be effective in offseiting the rislc in the 

hedged position for ihe entire hedging period; 

* the hedge continues i o  be eitective during the terni. 

A hedge is considered to be efiective if the Company, at the inception of and during the term, can 

expect that adjustments in the fair value or cash flows of the hedged position will be almost fully 

offset by adjustments in the fair value or cash flows of the hedging instrumeni, insofar as they are 

attributable to the hedged risl<, and the actual results remain within a bandwidth of 80% to 125%. 

The Company ceases hedge accounti~ig as soon as it has been established that a derivative is no 

longer an efiective hedge, or when ihe derivative expires, is sold, terminated or exercised; wheii 

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

deemed highly likely i o  occur. 

Fair . value .. kedge ... . acc~yntjgg 

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

are stated as fair value hedges. Changes in the fair value of the derivatives that are designated 

as a hedge are recognised immediately in the income statement and reported together witli 

corresponding fair value adjustments to tlie hedged item aitributable to the hedged risk. 

If ihe hedge no longer meets the conditions Tor hedge accounting, an adjustment in the book 

val~ie of a hedged financial instrument is amortized and taken to the income Statement during ihe 

expected residual term of the hedged instrument. 

lf the hedged instrument is no longer recognised, in other words, if it is sold or redeemed, Ihe 

non-amortized fair value adjustment is taken directly to the income Statement. 

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

recognised asset or liability or highly likely expected transaction. Adjustments in the fair value of 

ihe eifective portion of derivatives that are designated as a cash flow hedge and that meet tlie coti- 

ditions for cash flow hedge accountiiig are siated in the cash flow hedge reserve as a separate com- 

ponent o i  sliareholders' eyuity. The underlying transaction? which is designated as part of a cacll 

flow liedge, does !not change as fai. as the administrative processing is concerned. 



lf ihe eipecied ti-ansactinii leads to i i ie acliual inclusion of an asset or a liabiliiy, the accumulated 

gains and losses ti-tat were previously iaken i o  ihe cash flow hedge reserve are transferred l o  the 

incoine stalemetit and classified as income or expense in the period during whicli ihe liedged 

transaction influences tlie result. 

Wi~en deterrnining the portion o i  tiie fair value adjustrnerit lhat is included in the cash flow liedge 

reserve, tiie portion of ihe gain or loss on the hedging inst ru~~ienl  that is considesed an ei'fective 

hedge of the cash flow risk is included iti shareholders' equity, while the ineffeclive portion is 

recognised in tlie income statement. 

If the hedging instrument itself expires or is sold, terminated or exercised, the accurnulated gain or 

loss that was included in the cash flow hedge reserve, remains in the cash flow hedge reserve until 

the expected transaction actually tales place. If the hedging instrurnent no longer satisfies the 

conditions for hedge accounting, the accumulated gain or loss that was included in shareholders* 

equity remains in shareholders' equity until the expected transaction takes place. 

Interest income and expense are recognised in the income statement using the effective interest 

rnethod. The effective interest rate is the rate that exactly discounts the estirnated future cash 

payrnenis and receipts tl-trough the expected life of the financial asset or liability (oi; where 

appropriate, a shorter period) to ihe carrying arnount of the financial asset or liability. When 

calculating the effective interest rate, tlie Cornpany eslimates future cash flows considering all 

contractual terms of tiie financial instrument but not future credit losses. 

The calculation of the effective interest rate includes all iees and points paid or received that are 

an integral part oi' the effective interest rate. Transaction costs include iticrernental costs tliat are 

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

Interes'i incorne and expense presented in the income statement include: 

interest on financial assets and liabilities at amortised cost calculated on an effective interest 

basis; 

* the effective portion of fair value changes in qualifying hedging derivatives designated in cash 

flow hedges of variability in interest cash flows, in the Same period that the hedged casli flows 

affect interest income / expense; 

* fair value changes in qualifying derivatives (including hedge ineffectiveness) and related hedged 

items in fair value hedges of interest rate risk. 



The corporale incoriie ta:: in tl?e profit and Ioss accouiii is calculatecl iising tlie statiiiot-y tax rate* 

ialiirrg permanent and prior year l ax  differ.encec irzto account. 

Deferi-eti ta;x is included iri income ta;i expense atici seflecls the ct~anges in cieferred tax assets and 

liabilities excepi for ehanges recognized directly in eyuiiy. 

The cash flow staternenl is prepared according 'lo the indirect method, and dislinguishes 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, the operating resuli before taxation is adjusted for gains and losses thal did not result 

in income and paymenis in tlie saine financial year and for movements in provisions and accrued 

and deferred items. 

In tlie contexl of the cash flow statemeni, cash and cash equivalents are equal to the balance sheet 

iiem cash and cash equivalents 

In the Cornpany's business, tlie creation and matiagement of a loati involves tlie assumption of a 

number of rislcs: credit risk, marltet risk, interest rate risk, foreign currency risk, structuraI/riiarket 

risk and other operational risks. As of 2008 tlie EMTN notes are not in full extent lenl onward at 

similar conditions. Daimler International Finance B.V. assumes market interest rate risk wiih 

respect to these loans. Mowever this risk is shared with Dairiiler AG. 

Foreign cilrrency risk 

It is the objective of the Cornpany to eliminate foreign currency risk. The Company enters irito 

currency contracts and cr'oss currency swaps in order to hedge the Cornpany's currency excliange 

exposure. The related assets and liabilities are translated into Euro at the balance sheet date. The 

related derivatives used to hedge the exchange exposure are included in the balance sheet in 

accordance with the fair value hedging. 

Credit risk 

The Company solely provides loans within the Daimler Group. In cooperation with Dairnler AG head- 

quarters, assessnients of credit risks are made and credit limits are sei, which are periodically 

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

eiltered inlo with banlts of reputation. 



li,teresl I-isk 

11 is i i ie Coinpany's policy i l iat interest exposures with a duratioii of iiiore lhan one year are being 

liedged, by eiitering into iriieresl rate swaps. The irelated derivatives used to hedge tlie interest 

exposure are included in ihe balaiice slieet in accordance with ihe fair value hedging model. 

1-ledgirig and hedgs accouniiiig 

The Company uses derivatives to manage market risks on aii econornic basis. The Company uses 

various hedge strategies to Cover its inierest rate, market value and exchange rate risks. To achieve 

this, it uses instruments such as Cross currency swaps, (foreign currency) interest rate swaps and 

(interest rate) options. 

Derivatives 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 incorne Statement, a mismatch occurs in the accounting of results, 

rnaking these results more volatile. In these cases, hedge accounting is applied as much as 

possible to mitigate accounting mismatching and volatility. The Cornpany makes a distinction in 

hedge accounting between fair value hedge accounting and Cash flow hedge accounting. 

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

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

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

acco~inled For in a separate (revaluation) reseive in total equity. This cash flow hedge reserve is 

released over Ihe period in which the Cash flows from the hedged risk are realized. 



1 Financial f ixed assets 

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

at amortized cosl. 

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

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

Movements in financial fixed assets: 

Repavments in the year 1 18,685,13011 179,674.) 1 

Value as at the 1 lanuary 

Changes in fair value as a result of hedge accounting 

Exchange Difierences 

Additions in tiie year 

Thi: aniount has heen restated for curnparison puiposes Reference is niade tu section 'Changes iii accounting piinciples' of the 

Accounting principles for the financial stalenients 

EUR 7.6 billion of the principal portions outstanding is due and repayable within 5 years. 

2 0 0 8  

1,729,342 

(41,s 13) 

(34,397) 

14,809,844 

Loans l o  affiliated cornpanies Tor a total amounl of EUR 2,685 million (2007: EUR 453 million) are 

denominated in a currency other than Euro for which the Company has entered in10 Foreign 

exchange contracls to hedge foreign currency risks as far as they are not back-to-back. The 

valuation of the loans are determined based on the yea~end  rate of exchange. 

2 0 0 7  

1,048,228' 

760,788 

The Fair Value of the loans to affiliated companies per 31 December 2008 is EUR 8.269 billion. 



Instrument type: 

Interest rate swaps 1 111,764 1 6.460 1 520 1 

Fair value hedges 

The Cornpany uses interest rate swaps to hedge its exposure to changes in the fair values of its 

fixed rate loans and advances attributable to changes in rnarlcet interesl rates. lnterest rate swaps 

are rnatched to specific issuances of fixed rate loans. 

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

lnstrurnent type: 

lnterest rate swaps 

Cash flow keclges 

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

interest rate risks arising frorn granting floating rate loans denorninated in foreign currencies. 

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

Instrument type: 

lnterest rate swaps 

Cross currency swaps 

Assets I Liabilities I Ascets I biabilities 

31 Bec. 2008 31 Dec. 2007 




















