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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

(Mark One)
M ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the fiscal year ended December 31, 2012
OR
[0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 000-54282

CHRYSLER GROUP LLC

(Exact name of Registrant as Specified in its Charter)

DELAWARE 27-0187394
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)
1000 Chrysler Drive
Auburn Hills, Michigan 48326
(Address of Principal Executive Offices) (Zip Code)

(248) 512-2950
(Registrant’s Telephone Number, Including Area Code)
Securities registered pursuant to Section 12(b) of the Act:
None
Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes O No M

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes 0 No M

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes M No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes M No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will
not be contained, to the best of registrant’ s knowledge, in definitive proxy or information statements incorporated by reference in
Part III of this Form 10-K, or any amendment to this Form 10-K. ™
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2
of the Exchange Act. (Check one):

Large accelerated filer [ Accelerated filer O

Non-accelerated filer M (Do not check if a smaller reporting company) Smaller reporting company [
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issued and outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
None.

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents

CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES
2012 ANNUAL REPORT ON FORM 10-K
INDEX

INDUSTRY DATA

PRESENTATION OF RESULTS

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

PART 1
Item 1. Business
Item 1A.  Risk Factors
Item 1B.  Unresolved Staff Comments
Item 2. Properties
Item 3. Legal Proceedings
Item 4. Mine Safety Disclosures

PART II
Item 5. Market for Registrant’ s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Item 6. Selected Financial Data
Item 7. Management’ s Discussion and Analysis of Financial Condition and Results of Operations
Item 7A.  Quantitative and Qualitative Disclosures about Market Risk
Item 8. Financial Statements and Supplementary Data
Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure
Item 9A.  Controls and Procedures
Item 9B.  Other Information

PART III
Item 10. Directors, Executive Officers and Corporate Governance
Item 11. Executive Compensation
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Item 13. Certain Relationships and Related Transactions, and Director Independence
Item 14. Principal Accounting Fees and Services

PART IV
Item 15. Exhibits and Financial Statement Schedule
SIGNATURES

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

il
il
il

23
42
42
42
42

43
44
47
91
93
182
182
183

184
199
228
229
234

235
242


http://www.secdatabase.com

Table of Contents

Unless otherwise specified, the terms “we,” “us,” “our,” “Chrysler Group” and the “Company” refer to Chrysler Group LLC and its
consolidated subsidiaries, or any one or more of them, as the context may require. “Old Carco” refers to Old Carco LLC f/k/a Chrysler
LLC and its consolidated subsidiaries, or any one or more of them, as the context may require. “Fiat” refers to Fiat S.p.A., a corporation
organized under the laws of Italy, its consolidated subsidiaries (excluding Chrysler Group) and entities it jointly controls, or any one or
more of them, as the context may require.

INDUSTRY DATA

In this report, we include and refer to industry and market data obtained or derived from internal surveys, market research, publicly
available information and industry publications. Industry publications and surveys and forecasts generally state that the information
contained therein has been obtained from sources believed to be reliable, but there can be no assurance as to the accuracy or
completeness of included information. Although we believe that this information is reliable, we have not independently verified the data
from third-party sources. Similarly, while we believe our internal estimates with respect to our industry are reliable, our estimates have
not been verified by any independent sources. While we believe the industry data presented in this report is reliable, our estimates, in
particular as they relate to market share and our future expectations, involve risks and uncertainties and are subject to change based on
various factors, including those discussed under ltem 1A. Risk Factors.

PRESENTATION OF RESULTS

As used in this report, all references to the Company, Chrysler Group and any results of operations (i) on and after June 10, 2009 refer
only to Chrysler Group LLC and (ii) for the period from January 1, 2008 through June 9, 2009 refer only to Old Carco. Any full-year
2009 information contained in this report includes the combined results of Chrysler Group LLC and Old Carco LLC.

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements that reflect our current views about future events. We use the words “anticipate,”
“assume,” “believe,” “estimate,” “expect,” “will,” “intend,” “may,” “plan,” “project,” “should,” “could,” “seek,” “designed,”
“potential,” “forecast,” “target,” “objective,” “goal,” or the negatives of such terms or other similar expressions. These statements
relate to future events or our future financial performance and involve known and unknown risks, uncertainties and other factors that
may cause our actual results, levels of activity, performance or achievements to be materially different from any future results, levels of
activity, performance or achievements expressed or implied by these forward-looking statements. These risks and other factors include
those listed under Item 1A. Risk Factors and elsewhere in this report. These factors include, but are not limited to:

LRI

continued economic weakness, elevated unemployment levels and low consumer confidence, especially in North America,
where we sell most of our vehicles;

the impact of sustained weak economic conditions in several European nations in which we plan to increase sales of Chrysler
Group vehicles, and where Fiat, our alliance partner, is organized and derives significant revenues;

our ability to realize benefits from our industrial alliance with Fiat;
our ability to increase vehicle sales outside of North America;

our ability to regularly introduce new and significantly refreshed vehicles that appeal to consumers;

il

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents
our ability to execute new vehicle launches and keep pace with demand for certain of our vehicles and components without
eroding our quality or incurring unanticipated costs;

increases in fuel prices that may adversely impact demand for certain of our best-selling, higher margin vehicles;
competitive pressures that may limit our ability to reduce sales incentives, achieve better pricing and grow our profitability;

the potential inability of our dealers and customers to obtain affordably priced financing on a timely basis due to our current
lack of a captive finance company, and our upcoming transition to a new private-label financing provider;

our ability to control costs and implement cost reduction and productivity improvement initiatives;

disruption of production or delivery of new vehicles due to shortages of materials, including supply disruptions resulting
from natural disasters, labor strikes or supplier insolvencies;

changes and fluctuations in the prices of raw materials, parts and components;

our ability to accurately forecast demand for our vehicles, especially in light of the lead time required to adjust our
manufacturing capabilities;

our substantial indebtedness and limitations on our liquidity that may limit our ability to execute our business plan;
changes in currency exchange rates and interest rates;

changes in laws, regulations and government policies, particularly those relating to vehicle emissions, fuel economy and
safety;

the impact of vehicle defects and/or product recalls; and

interruptions to our business operations caused by information technology systems failures arising from our transition to new,
enterprise-wide software systems or from potential cyber security incidents.

If any of these risks and uncertainties materialize, or if the assumptions underlying any of our forward-looking statements prove
incorrect, then our actual results, level of activity, performance or achievements may be materially different from those we express or
imply by such statements. The risks described in Ifem [A. Risk Factors of this report are not exhaustive. Other sections of this report
describe additional factors that could adversely affect our business, financial condition or results of operations. Moreover, we operate in
a very competitive and rapidly changing environment. New risks emerge from time to time and we cannot predict all such risk factors,
nor can we assess the impact of all such risks on our business or the extent to which any factor, or combination of factors, may cause
actual results to differ materially from those implied by any forward-looking statements. In addition, any forward-looking statements are
based on the assumption that the Company maintains its status as a partnership for U.S. federal and state income tax purposes and do
not consider the impact of a potential conversion into a corporation. We do not intend, or assume any obligation, to update these
forward-looking statements. Any forward-looking statement speaks only as of the date on which it is made. All subsequent written and
oral forward-looking statements attributable to us or to persons acting on our behalf are expressly qualified in their entirety by the
cautionary statements referred to above and included elsewhere in this report.

il
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PART 1

Item 1.  Business.
Chrysler Group Overview

Chrysler Group designs, engineers, manufactures, distributes and sells vehicles under the brand names Chrysler, Jeep, Dodge, and Ram.
As part of our industrial alliance with Fiat, described below, we also manufacture Fiat vehicles in North America, which we distribute
for ourselves throughout North America and sell to Fiat for distribution elsewhere in the world. Our product lineup includes passenger
cars, utility vehicles, which include sport utility vehicles and crossover vehicles, minivans, pick-up trucks, and medium-duty trucks. In
2013, we plan to add commercial vans to our product lineup. We also sell automotive service parts and accessories under the Mopar
brand name. Our products are sold in more than 120 countries around the world. The majority of our operations, employees,
independent dealers and sales are in North America, primarily in the U.S. Approximately 10 percent of our vehicle sales in 2012 were
outside North America, principally in Asia Pacific, South America and Europe.

In June 2009 and as part of the 363 Transaction described below, we entered into an alliance with Fiat pursuant to which Fiat became
our principal industrial partner. The Fiat alliance provides us with a number of long-term benefits, including access to new vehicles,
platforms and powertrain technologies, particularly with respect to smaller, more fuel-efficient vehicles, as well as commercial vehicles.
The alliance also allows us to streamline global distribution of both companies’ products, and to realize procurement benefits in light of
our combined purchasing volume.

Formation of Chrysler Group

Chrysler Group is a Delaware limited liability company. It was formed on April 28, 2009 to complete the transactions contemplated by
the master transaction agreement dated April 30, 2009 under which Chrysler Group agreed to purchase the principal operating assets of
Old Carco and its principal domestic subsidiaries, to assume certain of their liabilities, and to purchase the equity of Old Carco’ s
principal foreign subsidiaries. Old Carco and its principal domestic subsidiaries then filed for bankruptcy protection and sought
approval under section 363 of the U.S. Bankruptcy Code for the transaction contemplated by the master transaction agreement, which
we refer to as the 363 Transaction. As part of a larger effort to stabilize the automotive industry and the U.S. and Canadian economies in
2009, the U.S. and Canadian governments indicated their willingness to fund the 363 Transaction and to provide working capital to fund
our operations following the 363 Transaction. We closed the 363 Transaction on June 10, 2009, and entered into credit agreements with
the United States Department of the Treasury, or U.S. Treasury, and with Export Development Canada, or EDC.

As part of the 363 Transaction, we also entered into a master industrial agreement with Fiat, which has significantly accelerated our
efforts to revitalize and reshape our product portfolio through the manufacture of fuel-efficient vehicles utilizing Fiat technology, and
has helped us benefit from the managerial experience Fiat leaders gained during Fiat’ s own industrial recovery. Refer to ltem 13.
Certain Relationships and Related Transactions, and Director Independence —Transactions with Fiat, for additional information related
to our alliance with Fiat.

In connection with the closing of the 363 Transaction, we issued membership interests to the United Auto Workers’ Retiree Medical
Benefits Trust, or the VEBA Trust, Fiat, U.S. Treasury, and Canada CH Investment Corporation, a wholly-owned subsidiary of the
Canada Development Investment Corporation, a Canadian federal Crown corporation, or Canadian Government, in exchange for capital
contributions and in consideration of the transactions contemplated by the master transaction agreement. The VEBA Trust was
established to provide for postretirement health care benefits under an agreement with the International Union, United Automobile,
Aerospace and Agricultural Implement Workers of America, or the UAW. We refer in this report to the

-1-
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economic and voting rights associated with our membership interests as ownership interests. As a result of a series of transactions
during 2011 and early 2012 that were contemplated in our governance documents and certain other agreements, our continuing members
are now Fiat, which holds a 58.5 percent ownership interest in us, and the VEBA Trust, which holds the remaining 41.5 percent
ownership interest in us. Fiat has since exercised its call option right to increase its ownership in us by 6.6 percent, but those
transactions have yet to be completed. See I/tem 10. Directors, Executive Officers and Corporate Governance —Corporate Governance
~Transfer of Membership Interests.

Old Carco is treated as our predecessor for financial reporting purposes. For that reason, this report includes financial information for
Old Carco for periods prior to June 10, 2009.

Our 2010-2014 Business Plan

We have continued to progress against the business plan and related performance targets we announced on November 4, 2009 for the
2010 through 2014 period, or the 2010-2014 Business Plan. We have implemented a number of the initiatives highlighted in the
business plan that were designed to bring significant changes to our business, including investing in our brands and new product
development, leveraging our alliance with Fiat, improving supply chain management, optimizing our dealer network and building a
workforce culture of high performance. Our business plan includes targets for vehicle sales and market share growth, profitability
improvements and increased liquidity.

Specifically, we have focused on implementing our business plan by:

rejuvenating our product lineup with the launch of more than 20 new or significantly refreshed vehicles since our formation
in mid-2009, each of which possesses individualized characteristics that are more closely aligned with our newly refined
brands;

collaborating with Fiat on common platform architectures and technologies in order to produce desirable vehicles with
improved quality and fuel economy at a lower overall cost, such as the Dodge Dart that we launched for retail sale in 2012
and the all-new Fiat 500L and Jeep Cherokee that we are preparing to launch in 2013;

introducing innovative, industry-leading technology such as the 8-speed transmission, which, when equipped with our award-
winning Pentastar V-6 engine, improves performance and affords best-in-class highway fuel economy for our new Ram 1500,
Chrysler 300 and Dodge Charger;

optimizing the global distribution of both Chrysler Group and Fiat vehicles by transitioning our sales and distribution
operations within Europe to Fiat, by taking the final steps to rationalize our U.S. dealer network, and by initiating other
opportunities to combine aspects of our respective sales channels;

systemizing and improving our procurement, manufacturing, quality and supply chain functions; and

continuing to refine our management organization to speed decision-making and to capitalize on the benefits of the Fiat
alliance.

In addition, we have improved the availability of competitive financing sources to our dealers and retail customers. We began on that
path when we partnered with Ally Financial Inc., or Ally, in 2009. We plan to expand and improve upon our offerings to dealers and
consumers beginning in May 2013, with the launch of Chrysler Capital, the brand name under which financing will be provided
pursuant to a private-label agreement with Santander Consumer USA, Inc., or SCUSA. We will also maintain the supplemental sources
of financing we have established with other providers. The results of these and other actions taken in connection with our business plan
are described more fully under Item 1. Business —Dealer and Customer Financing.

-
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Alliance with Fiat

Fiat is the parent company of one of Italy’ s largest industrial groups and one of the early founders of the European automotive industry.
It is a publicly traded company, the shares of which are listed on the Borsa Italiana and several other European stock exchanges. Fiat
has historically operated a wide range of businesses in the automotive, industrial and finance sectors. Following a corporate demerger
transaction that became effective on January 1, 2011, Fiat’ s primary business is the design, engineering, manufacture and sale of
automobiles and automobile-related components and production systems through its subsidiaries: Fiat Group Automobiles, Ferrari,
Maserati, Magneti Marelli, Teksid, Comau and Fiat Powertrain Technologies. Fiat vehicles are sold primarily in Europe and South
America, particularly Brazil.

Under the master industrial agreement and related ancillary agreements, Chrysler Group and Fiat have formed an industrial alliance
under which the parties are collaborating on a number of fronts, including product/platform sharing and development, global
distribution, procurement, information technology infrastructure, management services and process improvement. Collaborative
initiatives between us and Fiat include:

Product and Platform Sharing —We are benefiting from Fiat’ s products and expertise in mini, small and compact (A-, B- and
C-segment) vehicle markets, as well as commercial vans, while Fiat is using our products and expertise in the mid- to large-
size car and truck (D-, E- and F-segment) vehicle markets. Similarly, we are co-developing and sharing platforms with Fiat to
save on the cost of development and parts, to improve our quality and time to market, and to simplify our manufacturing
processes. In 2012, we launched the Dodge Dart, the first vehicle based upon the compact U.S. wide, or CUSW, platform we
co-developed with Fiat.

Shared Technology —Through the Fiat alliance, we have introduced certain Fiat automotive technologies into our products,
such as Fiat’ s Fully Integrated Robotised Engine, or FIRE, that incorporates Fiat’ s fuel-saving MultiAir technology. Such
access has permitted us to save on the significant investment of capital and time to develop such technology on our own, and
minimizes the risk that the newly-implemented technology may not be effective. We currently plan to launch a version of the
Dodge Dart that incorporates the next generation Fiat technology, MultiAir II. We anticipate using Fiat’ s diesel engines and
related technology in 2013 for the Jeep Grand Cherokee and new Ram 1500 in North America, while Fiat has the opportunity
to use our Pentastar V-6 engine for its larger vehicles.

Global Distribution —We have broadened our opportunities to sell vehicles and service parts outside of North America
through Fiat’ s longstanding presence and established distribution networks in Europe and South America. At the same time,
our extensive manufacturing, distribution, and logistics capabilities in North America are providing us the opportunity to
generate additional revenues as a distributor and contract manufacturer for Fiat and a distributor of Alfa Romeo brand
vehicles and service parts in Mexico.

Procurement —We have established joint purchasing programs with Fiat that are designed to yield short- and long-term
savings and efficiencies, primarily through negotiations with common suppliers, as well as the use of shared parts and
components.

World Class Manufacturing —We have introduced Fiat’ s World Class Manufacturing, or WCM, into all of our assembly,
powertrain and stamping facilities. WCM targets the elimination of waste of all types, and ultimately enhances efficiency,
productivity and safety. In 2012, four of our plants received bronze-level WCM certification, and we are now beginning to
introduce WCM principles in our suppliers’ operations.

Information and Communication Technology —We are continuing to align our information and communication technology
systems and related business processes with Fiat’ s systems and processes

3
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throughout our industrial, commercial and corporate administrative functions in order to facilitate our collaboration with Fiat,
and to support our drive toward common global systems. As part of this alignment, we are adopting and implementing
upgraded engineering software tools, finance and procurement systems currently in use at Fiat, which we believe mitigates
some of the risks typically encountered in implementing new information technology systems.

These initiatives, which build upon the parties’ respective strengths, are conducted pursuant to various commercial arrangements we
have with Fiat, described below in more detail under Item 7. Management’s Discussion and Analysis of Financial Condition and
Results of Operations, and Item 13. Certain Relationships and Related Transactions, and Director Independence ~Transactions with
Fiat.

There is little, if any, competitive product overlap between Chrysler Group and Fiat. Although we and Fiat are sharing certain products
and platforms as described above, we are minimizing competitive overlap in those markets in which we are both active through product
and brand differentiation; for example, through different styling, powertrain configurations, accessories and marketing themes, as well
as by targeting different customer segments and vehicle price points. Notwithstanding the limited competitive overlap and our close
industrial alliance, we may have potential conflicts of interest with Fiat in a number of areas, including conflicts that may arise in the
performance or renewal of contractual arrangements that implement or extend the alliance. We also benefit from the significant
management experience of Fiat’ s leadership team, and these individuals may still owe duties to Fiat. For further discussion of these
potential conflicts of interest with Fiat, see ltem 1A. Risk Factors —-Notwithstanding our close industrial alliance, Fiat’s significant
control over our management, operations and corporate decisions may result in conflicts of interest.

In addition, as indicated above, our Chief Executive Officer also serves as Chief Executive Officer of Fiat. We believe that this dual role
facilitates the alliance partners’ ability to coordinate their respective product and brand development plans and utilize their respective
manufacturing capacity and capital resources more efficiently. For the same reasons, our Chief Financial Officer now serves as the Chief
Financial Officer of Fiat. Nevertheless, these dual roles could give rise to potential conflicts of interest under our industrial alliance.
While Mr. Marchionne receives compensation as a Company director, he does not receive any salary compensation from us for serving
as our Chief Executive Officer, Chief Operating Officer and President. For a discussion of potential conflicts of interest under the Fiat
alliance, see ltem 1A. Risk Factors —-Notwithstanding our close industrial alliance, Fiat’ s significant control over our management,
operations and corporate decisions may result in conflicts of interest.

Our limited liability company operating agreement, as amended through the date hereof, or our LLC Operating Agreement, includes a
number of provisions that provide governance protections to minimize the risks to us from potential conflicts with Fiat. It requires that
all related party transactions with Fiat or its affiliates be reviewed to ensure the reasonableness of commercial terms, and that any
agreement in excess of a designated threshold be approved by a majority of the disinterested members of our Board of Directors, or
Board. It also requires our Board to include a minimum of three directors who meet the requirements for independence under the listing
rules of the New York Stock Exchange. For a description of these provisions, see Item 10. Directors, Executive Officers and Corporate
Governance —Corporate Governance -Management of the Company —Fiat Rights, Item 13. Certain Relationships and Related
Transactions, and Director Independence —Transactions with Fiat and Item 13. Certain Relationships and Related Transactions, and
Director Independence —Director Independence.

Products

A key component of our strategic plan is to create a compelling portfolio of products that will appeal to a wide range of retail customers.
In order to optimize the mix of products we design, manufacture and sell, we consider a number of factors, including:

consumer tastes, trends and preferences;

demographic trends, such as age of population and rate of family formation;

4-
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economic factors that affect preferences for luxury, affordability and fuel-efficiency;

competitive environment, in terms of quantity and quality of competitors’ vehicles offered within a particular segment;
our brand portfolio, as each of our brands targets a different group of customers;
consumer preferences for certain vehicle types based on geographic region; and

technology, manufacturing capacity, regulatory requirements and other factors that impact our product development.

We also consider these factors in developing a mix of vehicles within each brand, with an additional focus on ensuring that the vehicles
we develop further our brand strategy.

As we acknowledged in our 2010-2014 Business Plan, our success rests largely on better balancing our portfolio to appeal to a broader,
more global audience. We took significant steps to address our offerings in 2010 and 2011, when, over an eighteen-month period, we
successfully re-designed and launched 16 vehicles with improved content and performance at a greater value. Among those launches
was the new and widely acclaimed Jeep Grand Cherokee, which we then leveraged to develop and launch the three-row Dodge Durango
to better accommodate families. We also expanded our reach to include smaller vehicles with the manufacture and sale of the eco-
friendly Fiat 500.

In 2012, we continued to augment our smaller vehicle offerings with the launch of our first C-sedan, the all-new, fuel-efficient Dodge
Dart. The Dodge Dart is the first vehicle to utilize the CUSW platform that we co-developed with Fiat. The Dart also incorporates
several Fiat and Chrysler Group fuel-saving technologies. See —Research, Development and Intellectual Property, below. Also in 2012,
we launched the new Ram 1500 pick-up truck, the most fuel-efficient truck in its class, featuring an 8-speed transmission and our newly
launched telematics system. The new Ram 1500 received the Motor Trend “Truck of the Year” designation and was also selected as the
North American International Auto Show “Truck/Utility of the Year.” We broadened the reach of the Fiat brand in North America with
the launch of an Abarth version of the Fiat 500, as well as the production launch of a fully electrified version of the Fiat 500, driven by a
powertrain based on our electrification technology. Finally, we re-opened our Conner Street assembly plant in Detroit, Michigan to
begin production of the all-new SRT Viper.

In 2013, we plan to launch the all-new Jeep Cherokee based on the new jointly-developed CUSW platform. Further expanding our
breadth, we plan to launch the new ProMaster commercial van as part of our Ram lineup. The van, based upon the Fiat Ducato, will be
built in a new plant in Saltillo, Mexico. We also plan to introduce the all-new Fiat 500L, a B-segment multi-purpose vehicle, or MPV,
and we plan to perform mid-cycle upgrades of the Jeep Grand Cherokee and our heavy-duty Ram trucks. By the end of 2014, we expect
that a substantial portion of our lineup would consist of vehicles based on new platform architectures, many of which would be
platforms derived from Fiat-based architectures.

Partnering with Fiat, in 2013, we plan to sell diesel versions of the Jeep Grand Cherokee and new Ram 1500 that utilize Fiat engine
technology in the U.S. and Canada. We had already utilized this technology to develop a diesel version of the Jeep Wrangler for retail
sale in Europe.

In addition, we are producing Lancia versions of certain Chrysler-brand vehicles for Fiat to sell in Europe, and Fiat is selling a version
of our Dodge Journey as a Fiat Freemont in several markets outside North America. In 2014, we expect to participate in an arrangement
with Fiat to build a Jeep vehicle in China to be sold only in China.

-5-
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Brands

We believe that we can continue to increase our vehicle sales, and reduce our reliance on sales incentives to dealers and retail customers,
by building the value of our Chrysler, Jeep, Dodge and Ram brands, as well as the SRT performance vehicle designation, all of which
have a strong heritage and wide recognition among consumers. We are also building our momentum in North America with respect to
the Fiat brand, which enjoys similar recognition in other parts of the world.

Continuing our multi-year campaign to clearly define each of our brands’ identities, we have launched several advertising campaigns
that have received industry accolades. We are also building value by introducing new vehicles with individualized characteristics that
are more closely aligned with each of our brands’ unique identity. In 2012, we focused heavily on the globalization of the Jeep brand
through advertising and sponsorships. Jeep world-wide sales set an all-time record in 2012 of 702,000 vehicles, with significant growth
outside of North America. We also developed significant campaigns to support the launch of the all-new Dodge Dart and Ram 1500,
and we strengthened the SRT designation with the launch of the widely-acclaimed SRT Viper.

Mopar

We sell Mopar-branded accessories and collision, repair, maintenance and performance parts for our vehicles primarily to our dealers
and distributors. Through our dealer network, we also sell Mopar service contracts to retail customers for extended vehicle maintenance
and repair. We are currently in the process of expanding our service contracts business throughout the world, for ourselves and for Fiat,
under the Mopar Vehicle Protection name. We believe that our customers’ future vehicle buying decisions are significantly influenced
by their experience with post-sale service, replacement parts and accessories. We market Mopar as a standalone brand to increase the
use of our products by, and improve the experience of, car enthusiasts and service providers who purchase replacement service parts and
vehicle accessories. In 2012, the Mopar brand marked its 75¢ anniversary, and we broadened our traditional marketing of Mopar via
special event sponsorships, branded accessories and special edition vehicles to also include more extensive use of digital and social
media. We are also continuously improving the capabilities of www.mopar.com, which offers on-line shopping for Mopar service parts
and accessories. In 2012, we experienced a 58 percent increase in unique visitors to the site over 2011.

Together with Fiat, we continue to employ Mopar’ s operational capabilities on a global basis to ensure the coordinated development
and sale of common parts, diagnostic equipment and service tools. Mopar currently oversees 50 parts distribution centers which support
both Chrysler Group and Fiat operations, 20 of which are located in North America. As our utilization of common platforms and sales
of shared vehicles grows, Fiat plans to continue to leverage the Mopar brand to support its operations.

In the U.S., we have continued to build upon our initiative to improve our customer care experience at our dealers and to enhance
revenue opportunities. In 2010, we had asked our U.S. dealers to extend their service hours to include Saturday and evening hours, and
to market express oil change or other quick services using Mopar supplies. Approximately 80 percent of our U.S. dealers now offer
Saturday service hours, and more than 35 percent provide an “express lane” or other quick service program. To support this effort, we
now offer Saturday parts ordering and delivery services, and dealer technical support. Dealers in our network have also hired several
hundred additional service and technical advisors to support the vehicle maintenance and repair services of our dealers and other
aftermarket service providers. Finally, in 2012, we launched the wiADVISOR, a tablet-based service reception tool for our dealers. To
date, more than 800 dealers in our network have adopted this technology in their service centers.
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Vehicle Sales

The U.S. economy continues to gradually recover from the recession that began in late 2007 and became increasingly severe with the
global credit crisis in 2008 and 2009. The weaker economic conditions led to a substantial industry-wide decline in vehicle sales in the
U.S., which fell from 13.5 million vehicles in 2008 to 10.6 million vehicles in 2009. The impact of this downturn on our market share
was particularly pronounced and sustained, partly as a result of constraints on Old Carco’ s ability to make investments in the
development of new and/or significantly refreshed vehicles. In addition, Old Carco’ s vehicle sales were adversely affected by increased
fuel prices beginning in 2008 due to the predominance of larger, less fuel-efficient vehicles in its product portfolio.

Subsequent to the 363 Transaction, we have taken a number of product development and improvement actions, as described under the
captions —Products, above, and —Research, Development and Intellectual Property, below.

The following summarizes our new vehicle sales by geographic market for the years presented. Vehicles manufactured by Chrysler
Group for other companies, including Fiat, are excluded from our new vehicle sales.

Years Ended December 31,

2012 ()(2) 2011 (D)) 2010 (1)(2) 2009 (1)(2)(3) 2008 (1)(2)
Chrysler
Group
Percentage Percentage Percentage and Percentage Percentage
Chrysler of Chrysler of Chrysler of Old of Old of

Grou Industry Industry (9  Grou Industry Industry (4 Grou, Industry Industry (4 Carco  Industry Industry (4 Carco Indust Industry (4)
p ry ry p Ty ry p y Ty ry y ry ry

(vehicles in thousands)

U.S. 1,652 14,786  11.2% 1,369 13,041  10.5% 1,085 11,770 9.2% 931 10,603 8.8% 1,453 13,497 10.8%
Canada 244 1,714 14.2% 231 1,618 14.3% 205 1,581 13.0% 163 1,481 11.0% 223 1,672 13.3%
Mexico 88 1,024 8.6% 82 937 8.8% 79 846 9.3% 83 776 10.6% 116 1,069 10.9%
Total North _
America 1,984 17,524  11.3% 1,682 15,596  10.8% 1,369 14,197  9.6% 1,177 12,860  9.2% 1,792 16,238 11.0%
Rest of World 210 62,449  <1.0% 173 60,018  <1.0% 147 57,697  <1.0% 141 51,044  <1.0% 215 50,139 <1.0%
Total Worldwide 2,194 79,973 2.7% 1,855 75,614  2.5% 1,516 71,894  2.1% 1,318 63,904 2.1% 2,007 66,377  3.0%

(1) Certain fleet sales that are accounted for as operating leases are included in vehicle sales.

(2)  The Company’s estimated industry and market share data presented are based on management’s estimates of industry sales data, which use certain data provided by third-party sources,
including IHS Global Insight, Ward’s Automotive, Urban Science and Experian.

(3)  For 2009, we have combined the vehicles sales of Old Carco and Chrysler Group. Vehicle sales in the U.S. were 426 thousand from January 1, 2009 to June 9, 2009 and 505 thousand from
June 10, 2009 to December 31, 2009. Vehicle sales in Canada were 71 thousand from January 1, 2009 to June 9, 2009 and 92 thousand from June 10, 2009 to December 31, 2009. Vehicle
sales in Mexico were 34 thousand from January 1, 2009 to June 9, 2009 and 49 thousand from June 10, 2009 to December 31, 2009. The balance of the international sales was 62 thousand
Sfrom January 1, 2009 to June 9, 2009 and 79 thousand from June 10, 2009 to December 31, 2009.

(4)  Percentages are calculated based on the unrounded vehicle sales volume for Chrysler Group, Old Carco and the industry.

See Note 19, Geographic Information, of our accompanying audited consolidated financial statements for information about our net
revenues and long-lived assets by geographic area.

-
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The following summarizes the total U.S. industry sales of new motor vehicles of domestic and foreign models and our relative
competitive position for the years presented. Vehicles manufactured by Chrysler Group for other companies, including Fiat, are
excluded from our new vehicle sales.

Years Ended December 31,

2012 (D)(2) 2011 ()(2) 2010 (1)(2) 2009 (D)(2)(3) 2008 (1)(2)
Chrysler
Group
Percentage Percentage Percentage and Percentage Percentage
Chrysler of Chrysler of Chrysler of Oold of Oold of

Group Industry Industry (9 Group Industry(3) Industry ) Group Industry(3) Industry (¥ Carco Industry(5) Industry (4 Carco Industry(5) Industry (4
p Ty Ty p
(vehicles in thousands)

Cars
Small 72 2,763 2.6% 52 2,263 2.3% 45 1,988 2.3% 36 1,978 1.8% 84 2,365 3.6%
Mid-size 210 2,722 1.7% 143 2,272 6.3% 82 2,082 4.0% 61 1,962 3.1% 106 2,417 4.4%
Full-size 153 877 17.5% 106 850 12.5% 113 892 12.6% 99 808 12.3% 167 1,141 14.6%
Sport 63 672 9.4% 53 554 9.6% 44 555 8.0% 32 564 5.7% 49 783 6.3%
Total Cars 498 7,034 7.1% 354 5,939 6.0% 284 5,517 5.2% 228 5312 4.3% 406 6,706 6.1%
Minivans 253 598 42.3% 206 500 41.0% 216 476 45.3% 175 434 40.4% 242 614 39.5%
Utility Vehicles 600 4618  13.0% 552 4,252 13.0% 372 3,738 10.0% 333 3,102 10.7% 518 3,663 14.1%
Pick-up Trucks 278 1,889  14.7% 244 1,774 13.8% 207 1,602 12.9% 184 1,383 13.3% 267 1,959 13.6%
Van & Medium-
Duty Trucks 23 647 3.6% 13 576 2.3% 6 437 1.3% 11 372 3.1% 20 555 3.6%
Total Vehicles 1,652 14,786  11.2% 1,369 13,041 10.5% 1,085 11,770 9.2% 931 10,603 8.8% 1,453 13,497 10.8%

(1)  Certain fleet sales that are accounted for as operating leases are included in vehicle sales.

(2)  The Company’s estimated industry and market share data presented are based on management’s estimates of industry sales data, which use certain data provided by third-party sources,
including IHS Global Insight, Ward’s Automotive, Urban Science and Experian.

(3)  For 2009, we have combined the vehicle sales of Old Carco and Chrysler Group.

(4)  Percentages are calculated based on the unrounded vehicle sales volumes for Chrysler Group, Old Carco and the industry.

(5) During 2012, certain industry segment classifications were modified. We have reclassified all prior periods presented to conform to the 2012 classifications.

Fleet Sales and Deliveries

Our vehicle sales and market share data presented above includes fleet sales, as well as sales by our dealers to retail customers. Fleet
sales consist of sales to rental car companies, commercial fleet customers, leasing companies and government entities.

The following summarizes our U.S. fleet sales and the number of those sales as a percentage of our total annual U.S. vehicle sales:

Years Ended December 31,
2012 (1) 2011(1) 2010 (1) 2009 (1)(2) 2008 (1)(2)
(vehicles in thousands)

Rental Car Companies 324 295 317 171 315
Other Fleet Customers 105 83 75 70 124
Total U.S. Fleet 429 378 392 241 439
Percentage of Total U.S. Vehicle Sales (3) 26.0% 27.6% 36.1% 25.9% 30.2%

(1)  Certain fleet sales that are accounted for as operating leases are included in vehicle sales.
(2)  Chrysler Group began operations on June 10, 2009. The data reflects fleet sales of Old Carco for 2008 and combined fleet sales of Old Carco and Chrysler Group for 2009.
(3)  Percentages are calculated based on the unrounded vehicle sales volume for Chrysler Group and Old Carco.

Although our vehicle sales to dealers for sale to retail customers are normally more profitable than our fleet sales, our fleet sales are an
important source of revenue and can also be an effective means for marketing our vehicles. Further, fleet orders also help normalize our
plant production because they typically involve the delivery of a large, pre-determined quantity of vehicles over several months. Fleet
sales are also a source of aftermarket service parts revenue for us and service revenue for our dealers.

In recent years, our fleet customers, particularly our commercial and government fleet customers, have tended to order smaller, more
fuel-efficient vehicles. Since 2008, large passenger cars and large utility vehicles have increasingly been replaced by lower margin sales
of small passenger cars and small utility vehicles.
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Competitive Position

The automotive industry is highly competitive, especially in the U.S., our primary market, with 11 large manufacturers with significant
market share offering more than 325 vehicle models. Vehicle manufacturers must continuously engineer improvements in vehicle
design, performance and content to meet customer demands for quality, reliability, fuel efficiency, comfort, driving experience, style,
and safety. To enhance our competitive position, we are renewing our existing product lineup and introducing smaller, more fuel-
efficient vehicles to balance our product lineup, which has been traditionally more weighted toward utility vehicles, minivans, trucks
and large sedans.

Historically, U.S. manufacturers relied heavily upon dealer, retail and fleet incentives, including cash rebates, option package discounts,
guaranteed depreciation programs, and subsidized or subvented, financing or leasing programs to compete for vehicle sales. Although
we will continue to use such incentives to market particular models in particular geographic regions during specific time periods, we
now focus more of our efforts on improving vehicle sales primarily by building brand value, balancing our product portfolio, and
improving the content, quality and performance of our vehicles. See —Products and —Brands, above, for information about our initiatives
in those areas and Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations —Trends,
Uncertainties and Opportunities —Pricing for additional information related to incentives.

Our ability to increase or maintain vehicle prices and reduce reliance on incentives is limited by intense price competition resulting from
the wide variety of available competitive vehicles in each segment of the new car market and global overcapacity in the automotive
industry. At the same time, we will not be able to gain a competitive advantage by lowering prices as a means to increase vehicle sales
without adversely affecting our profitability, since our ability to reduce costs is limited by commodity market prices, contract terms with
suppliers, evolving regulatory requirements and collective bargaining agreements that limit our ability to reduce labor expenses in the
short term.

The following provides new vehicle U.S. market share information for Chrysler Group and its principal competitors:

Years Ended December 31, (1)

2012 2011 2010 2009 2008
Chrysler Group (2) 11.2% 10.5% 9.2% 8.8% 10.8%
GM 17.6% 19.2% 18.8% 19.6% 21.9%
Ford 15.2% 16.5% 16.4% 15.3% 14.2%
Toyota 14.1% 12.6% 15.0% 16.7% 16.4%
Honda 9.6% 8.8% 10.5% 10.9% 10.6%
Hyundai/Kia 8.6% 8.7% 7.6% 6.9% 5.0%
Nissan 7.7% 8.0% 7.7% 7.3% 7.0%
Other 16.0% 15.7% 14.8% 14.5% 14.1%
Total 100.0% 100.0% 100.0% 100.0% 100.0%

(1) The Company’s estimated market share data is presented based on management’s estimates of industry sales data, which use
certain data provided by third-party sources, including IHS Global Insight, Ward’ s Automotive, Urban Science and Experian.

(2)  Chrysler Group began operations on June 10, 2009. The data reflects market share of Old Carco for 2008 and combined market
share of Old Carco and Chrysler Group for 2009.
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Distribution

Our products are sold in more than 120 countries around the world. We sell our products to dealers and distributors for sale to retail
customers and fleet customers. Sales of vehicles, service parts and accessories outside North America are primarily to wholly-owned,
affiliated, or independent distributors and dealers.

In June 2011, Fiat became the general distributor of our vehicles and service parts in Europe, selling our products through a network of
newly appointed dealers. Fiat is also distributing our vehicles, as well as selling vehicles that we manufacture for Fiat, through its well-

established network in South America, particularly Brazil.

The following summarizes the number of independent dealer entities in our dealer network:

As of December 31,

2012 2011 2010 2009 2008 (6)
U.S. D)) 2,570 2,474 2,311 2,352 3,298
Canada (3) 437 434 433 434 453
Mexico (4) 149 136 132 115 117
Rest of World (5) 883 773 1,411 1,532 1,594
Total Worldwide 4,039 3,817 4,287 4,433 5,462

(1) The reduction in the number of U.S. dealers in 2009 reflects Old Carco’s termination of 789 dealers in its bankruptcy proceeding,
to optimize the dealer network prior to its assumption by Chrysler Group. For further discussion regarding efforts to optimize the
dealer network, see Item 7 -Management’ s Discussion and Analysis of Financial Condition and Results of Operations —Progress
on our Strategic Business Plan in 2012 —Optimizing our U.S. Dealer Network.

(2)  The number of dealers in the U.S. as of December 31, 2012 and 2011 includes 200 and 138, respectively, Fiat brand dealers, of
which 175 and 123, respectively, were also Chrysler, Jeep, Dodge and Ram brand dealers. The number of dealers in the U.S. as of
December 31, 2011 has been restated to conform to the current year presentation and includes the total number of Fiat dealers.

(3)  The number of dealers in Canada as of December 31, 2012 and 2011 includes 77 and 62, respectively, Fiat brand dealers, of
which 76 and 62, respectively, were also Chrysler, Jeep, Dodge and Ram brand dealers.

(4) As of December 31, 2012, 2011 and 2010, the number of dealers in Mexico includes 31, 22 and 21 Fiat brand dealers,
respectively, and 8, 3 and zero Alfa Romeo brand dealers. The numbers of dealers in Mexico as of December 31, 2011 and 2010
have been restated to conform to the current year presentation and include the total number of Fiat and Alfa Romeo dealers.

(5) The increase in the number of Rest of World dealers in 2012 as compared to 2011 is primarily attributable to our continuing
efforts to engage in emerging market opportunities, particularly in Asia Pacific and South America. The decrease in the number of
Rest of World dealers in 2011 as compared to 2010 is primarily attributable to our appointment in June 2011 of Fiat as our
general distributor for select countries in Europe.

(6) Chrysler Group began operations on June 10, 2009. The data above includes Old Carco information for 2008.

We are the exclusive distributor of Fiat and Fiat Professional (light commercial) vehicles in Mexico, and we are also the exclusive
distributor of Fiat brand vehicles and service parts in North America. In 2010, we began selecting dealers for the sale of Fiat brand
vehicles and service parts in the U.S. and Canada. We chose the metropolitan areas for these dealers based on current small-car
registration levels and the anticipated growth in the local small-car market over the next five years. We also reintroduced Alfa Romeo
brand vehicles and service parts in Mexico in 2011, and plan to reintroduce the brand in the U.S. and Canada as well.

In January 2012, we began distributing vehicles for Fiat in Russia. In addition, we are continuing to work with Fiat to engage in
additional opportunities for the production, distribution and sales of vehicles and service parts

-10-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents

in Russia and other emerging markets, such as China. See —Chrysler Group Overview —Alliance with Fiat —~Global Distribution above
for additional information. In 2012, we also began selling vehicles for Fiat in Australia, Japan and New Zealand and, in 2013, in South
Korea. Fiat is now selling our vehicles in Morocco and Turkey.

Dealer and Customer Financing

Because our dealers and retail customers finance the purchase of a significant percentage of the vehicles we sell, the availability and
cost of financing is one of the most significant factors affecting our vehicle sales volumes. Dealers use wholesale financing
arrangements to purchase vehicles from us to maintain vehicle inventory levels adequate to drive retail vehicle sales. Retail customers
use a variety of financing and lease programs, including programs in which we offer financial subsidy incentives, capitalized cost
reductions or special terms through a financial services company, to acquire new vehicles from our dealers. Historically, like most large
automakers, Old Carco relied on an affiliated finance company to provide most of this financing. Following the 363 Transaction, we do
not have a captive finance company and instead rely upon strategic relationships developed with independent financial service
providers, principally Ally to date, to provide critical financing and support for our dealers and retail customers, as described below.

In connection with the 2009 restructuring of the U.S. automotive industry, and with the assistance of the U.S. Treasury, we entered into
an auto finance relationship with Ally. Ally historically was the captive finance company of General Motors, one of our principal
competitors. Ally provides wholesale and retail financing to our dealers and retail customers in the U.S. and Canada pursuant to the
terms of an Auto Finance Operating Agreement that we signed with Ally in August 2010, or Ally Agreement. Ally is one of the world’ s
largest automotive financial services companies. We do not have an exclusive arrangement with Ally, as Ally has a similar agreement
with General Motors and provides wholesale and retail financing to support other vehicle manufacturers.

Pursuant to the Ally Agreement, Ally is required to consider applications for financing made by our dealers and retail customers in
accordance with its usual and customary standards, and to make lending decisions in accordance with its business judgment. As a
customer incentive, we subsidize interest rates or cash payments at the inception of a financing arrangement, a practice known as
“subvention.” Ally provides consumer and dealer financing to other manufacturers and our dealers and retail customers obtain
financing, including some subvented financing, from other financing sources. Under the agreement, however, we must first offer all
subvention programs to Ally, and we are required to ensure that Ally finances a specified minimum percentage of the vehicles we sell in
North America under rate subvention programs in which it elects to participate. Under the Ally Agreement, we are required to
repurchase Ally-financed dealer inventory upon certain triggering events and with certain exceptions, in the event of an actual or
constructive termination of a dealer’ s franchise agreement, including, in certain circumstances, when Ally forecloses on all assets of a
dealer securing financing provided by Ally. These obligations exclude vehicles that have been damaged or altered, that are missing
equipment or that have excessive mileage or an original invoice date that is more than one year prior to the repurchase date. As of
December 31, 2012, the maximum potential amount of future payments required to be made to Ally under this guarantee is
approximately $8.1 billion and was based on the aggregate repurchase value of eligible vehicles financed by Ally in our U.S. and
Canadian dealer stock. If vehicles are required to be repurchased under this arrangement, the total exposure would be reduced to the
extent the vehicles can be resold to another dealer. The fair value of the guarantee was less than $0.1 million at December 31, 2012,
which considers both the likelihood that the triggering events will occur and the estimated payments that would be made net of the
estimated value of inventory that would be reacquired upon the occurrence of such events. These estimates are based on historical
experience.

In an effort to expand the financing options for our U.S. retail customers, in 2010, we also entered into subvention agreements with
SCUSA, an affiliate of Banco Santander, for loans to sub-prime retail customers, and with US Bank, N.A. for lease financing. In 2011,
we entered into an additional subvention agreement with Chase Bank, N.A. These
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supplemental programs are important sources of financing for some of our retail customers. Additionally, Chrysler Canada Inc., or
Chrysler Canada, and Chrysler de Mexico S.A. de C.V.,, or Chrysler de Mexico, have arrangements with a number of financial
institutions to provide a variety of retail financing programs.

As of December 31, 2012, Ally was providing wholesale financing to approximately 60 percent of our dealers in the U.S. For the year
ended December 31, 2012, we estimate that approximately 80 percent of the vehicles purchased by our U.S. retail customers were
financed or leased through our dealer network, of which approximately 15 percent were financed or leased through subvented programs
with Ally and other lenders.

In April 2012, we notified Ally that we would not renew the Ally Agreement following expiration of its initial term on April 30, 2013.
This notice was given in light of the Ally Agreement’ s requirement of 12 months’ prior notice. Notwithstanding the termination of the
Ally Agreement, we anticipate that Ally will continue as a source of funding for our dealers and retail consumers given the relationships
Ally has developed since the time of the 363 Transaction. Following our decision not to renew the Ally Agreement at the expiration of
its initial term, we began discussions regarding alternatives for optimizing the financial products and services available to meet the
needs of our dealers and customers in the U.S. On February 6, 2013, we entered into a Master Private Label Financing Agreement with
SCUSA, or the SCUSA Agreement.

Under the SCUSA Agreement, SCUSA will provide a full range of wholesale and retail financing services to our dealers and consumers
under the Chrysler Capital brand name. The financing services will include credit lines to finance our dealers’ acquisition of vehicles
and other products we sell or distribute, retail loans and leases to finance consumer acquisitions of new and used vehicles at our
dealerships, financing for commercial and fleet customers and ancillary services. In addition, Chrysler Capital will offer dealers
construction loans, real estate mortgage loans, working capital loans and revolving lines of credit. In providing these credit services,
SCUSA will provide full and fair consideration of all credit applications from dealers and retail consumers applying credit standards
consistent with its general practices and lending standards.

The new financing service is scheduled to launch May 1, 2013 and SCUSA has agreed to specific transition milestones for the initial
year following launch. SCUSA has also agreed to use its best efforts to facilitate a smooth transition from our current arrangements
under the Ally Agreement to the financing services to be provided under the SCUSA Agreement. If the transition milestones are met,
the SCUSA Agreement will have a ten-year term, subject to early termination in certain circumstances, including the failure by a party
to comply with certain of its ongoing obligations under the SCUSA Agreement. SCUSA will establish a separate business unit
dedicated to providing the services under the SCUSA Agreement.

Under the SCUSA Agreement, we have provided SCUSA with certain rights, including a license to use those of our brand names we
designate, as well as limited exclusivity to participate in specified minimum percentages of certain of our retail financing rate
subvention programs. SCUSA’ s exclusivity rights are subject to SCUSA maintaining price competitiveness based on market
benchmark rates to be determined through a steering committee process as well as minimum approval rates.

SCUSA has committed to provide us with consideration in the form of a nonrefundable upfront payment and to certain revenue sharing
arrangements. The SCUSA Agreement also includes several commitments from SCUSA with respect to available funding, approval and
penetration rates, price competitiveness and certain exclusivity rights. SCUSA will bear the risk of loss on loans contemplated by the
SCUSA Agreement and the parties will share in any residual gains and losses in respect of consumer leases, subject to specific
provisions including limitations on our participation in gains and losses contained in the SCUSA Agreement. SCUSA has also
committed to consider future revenue sharing opportunities.

As part of the SCUSA relationship, we may in the future acquire an equity participation in an operating entity that would be formed to
continue to provide the financing services contemplated by the SCUSA Agreement. The cost of our investment would be determined
based on the operations that both parties agree would be contributed to the new operating entity and the resulting value.
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Finally, as part of the Fiat alliance, we entered into agreements with financial services affiliates of Fiat for the provision of financing to
our dealers and customers in China, Argentina and Brazil.

Research, Development and Intellectual Property

We engage in research and development for new vehicles and technology to improve the performance, safety, fuel efficiency, reliability
and customer perception of our vehicles. As of December 31, 2012, we employed over 5,000 engineers. Our engineers support our
product development efforts and have expertise in a number of disciplines, including mechanical, electrical, materials, computer science
and chemical engineering. We also provide several internal programs through which a portion of our engineers receive cross-training in
various technical and business functions.

We typically conduct consumer research during the early stages of new product development initiatives in order to identify key features
and vehicle attributes desired by consumers. Although a substantial portion of our research and development work is done in support of
specific new vehicles that are in development, we also engage in research and development of new technologies outside of our regular
product development cycles that, if successful, can be applied in new products. As is typical in the automotive industry, we often
collaborate with our suppliers, government agencies and higher educational institutions on research and development.

Our research and development spending is used for a number of activities that support development of new and existing vehicles and
powertrain technologies, including the building of three-dimensional models, virtual simulations, prototype building and testing
(including with respect to the integration of safety and powertrain technologies) and assembly of pre-production pilot models.

As provided in our business plan, we have significantly expanded our investment in research and development activities and prioritized
development of vehicles with greater fuel efficiency and reduced emissions. These efforts culminated most recently in the launch of the
new Ram 1500, the first full-size pick-up to achieve a U.S. Environmental Protection Agency, or EPA, -rated fuel economy of 25 miles
per gallon on the highway. It also led to the development of the all-new Dodge Dart, a small fuel-efficient vehicle with an EPA-rated
fuel economy of up to 41 miles per gallon highway.

The following summarizes our research and development expenses (in millions of dollars):

Years Ended December 31,
2012 2011 2010
Research and development expenses, net $2,324 $1,674 $ 1,500

Fuel-Efficiency and Reduced Emissions

We have made the development of more fuel-efficient vehicles a priority to meet retail customer preferences, comply with future
regulations and as part of our commitment to sustainability. We are therefore focusing our research efforts on five areas aimed at
reducing fuel consumption and emissions: vehicle energy use, engines, transmissions, axles, and hybrid propulsion and alternative fuel
technologies.

Vehicle Energy Use

Our research in vehicle energy use examines ways to optimize vehicle weight, aerodynamic drag, tire performance, braking drag and
driveline losses. For example, we have increased our use of high-strength steel and other lightweight materials to reduce vehicle weight,
and thus improve fuel economy, while still meeting standards for vehicle safety. Approximately 70 percent of the body structure in the
new CUSW platform co-developed with Fiat, which we introduced with our new Dodge Dart, is of high-strength composition. To
further reduce vehicle weight, we have introduced high pressure, lightweight aluminum casting technology into
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our vehicles, including the front and rear suspension cross-members in the Dodge Dart. Our research also seeks to reduce electrical
loads through application of higher efficiency fans and fuel pumps.

In addition, we continue to research vehicle applications for thermal management, which optimizes the way in which energy is utilized,
extracted and re-utilized so as to reduce total energy consumption. Thermal management technologies not only help reduce fuel
consumption, but they are a critical factor in extending battery range for hybrid electric and all-electric vehicle models. Our current
research efforts include various strategies to warm engines and transmissions faster, to have our vehicles run at an ideal set point, and to
recapture waste heat.

Our new Ram 1500 and the all-new Dodge Dart both incorporate many of the technologies we have developed to manage energy use,
including active grille shutters to improve aerodynamic drag and to moderate temperature, electric power steering and increased use of
LED lighting to reduce the vehicle’ s overall energy consumption. In 2013, we anticipate that certain of our vehicles will also begin to
incorporate a low-tension belt for the front-end accessory drive, which will further drive fuel savings. We plan to deploy electric power
steering across our entire lineup in future years.

To further reduce fuel consumption, we incorporated stop/start technology into the new Ram 1500 as well as the diesel version of the
Jeep Wrangler that Fiat is selling on our behalf in Europe. Stop/start technology turns off the engine and fuel flow at full stops, and re-
starts the engine automatically upon acceleration. We plan to initiate fleet-wide integration of this fuel-saving start/stop technology on a
global basis, including certain models in North America.

Powertrain Technologies

Engines. For the third year in a row, Ward’ s Auto has recognized the Pentastar V-6 engine as one of the 10 Best Engines” for the
upcoming model year based upon its refinement, power, fuel-efficiency and low emissions. This engine features a light weight
aluminum block with variable valve timing that, on average, improves fuel efficiency by 7 percent over its pre-2010 predecessor
engines.

We use the Pentastar V-6 engine in the Jeep Grand Cherokee, the Ram 1500 and in 12 other vehicles. Because this engine was designed
with flexible architecture, we have the ability to use the engine in a range of models, and to use it together with a variety of advanced
technologies, such as Fiat MultiAir (described below), direct injection or turbo charging. We manufacture the Pentastar V-6 engine at
our facilities in Trenton, Michigan, and Saltillo, Mexico. Despite its recent 2010 launch, high demand for this engine led to production
of one million Pentastar engines by January 2012, and we have taken steps to further expand our capacity for production.

For the Fiat 500, we also manufacture the 1.4L 4-cylinder Fiat FIRE engine which incorporates Fiat’ s MultiAir technology. This added
a fuel-efficient small engine to our portfolio. Fiat’ s MultiAir technology involves proprietary hardware, combustion strategies and
controls that provide cycle-by-cycle control of engine intake valve lift and timing. This technology delivers up to a 7.5 percent
improvement in fuel efficiency and CO2 emissions, while enhancing performance.

Fiat has now developed a second-generation MultiAir technology, or MultiAir II, which maximizes the combustion efficiency by
simultaneously managing the intake valves, throttle position and spark timing. We believe these enhancements will improve torque and
fuel economy beyond that of the original MultiAir technology. We plan to apply this new technology to the new 2.4 liter, 4-cylinder
Tigershark engine available in the 2013 Dodge Dart GT. This engine provides better fuel economy and refinement than our current
World Gas Engine. By 2015, we expect that the Tigershark family will replace our World Gas Engine.

Our engine mix is intentionally moving toward smaller, 4-cylinder engines. In 2012, 26 percent of our vehicles incorporated a
4-cylinder engine, as compared to 24 percent in 2011 and 19 percent in 2010. We expect this trend of downsizing engines to continue.
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Transmissions. We have two commercial agreements with one of our key suppliers, ZF Getriebe GmbH, or ZF, for the design,
engineering and manufacture of new automatic transmissions that deliver reduced fuel consumption combined with improved driving
performance. The first agreement covers a rear-wheel drive 8-speed transmission for light- and medium-duty applications that we
originally introduced in 2011 in the Chrysler 300 and Dodge Charger. We have now included this transmission in the new Ram 1500,
and plan to utilize it in 2013 in the Jeep Grand Cherokee, including in the diesel version. This transmission reduces fuel consumption by
up to 12 percent over our current 5-speed and 6-speed transmissions. We ultimately plan to use this transmission in all of our rear-wheel
drive vehicles except the heavy-duty versions of the Ram truck and the Viper.

The second agreement with ZF covers the development and manufacture of an all-new 9-speed front-wheel drive transmission for
medium-duty applications. This transmission is expected to reduce fuel consumption by up to 11 percent over our current 6-speed
transmissions. We first plan to use this transmission in 2013 for the all-new Jeep Cherokee and in future vehicles as well. We plan to
manufacture the majority of our volume requirements for both the 8- and 9-speed ZF transmissions at our own facilities in Kokomo,
Indiana under licenses from ZF, and we plan to purchase the remainder of our volume requirements from ZF.

In 2012, we introduced Fiat’ s dual dry clutch transmission, or DDCT, in select versions of the Dodge Dart. The DDCT combines the
basic mechanical system of a conventional manual transmission assembly with an electronically controlled shifting system that the
driver operates like an automatic transmission. The DDCT achieves improved fuel economy over a conventional automatic transmission
when used in small- to medium-sized vehicles.

Axles. We have a commercial agreement with an affiliate of ZF in which they produce lightweight axles at our facility in Marysville,
Michigan. This relationship affords us access to advanced axle technologies we could not develop on our own without investing
significant time and capital. The proprietary ZF axles weigh up to 34 percent less than, and improve fuel efficiency by 2 percent relative
to, comparable axles. In 2011, we incorporated the front and rear ZF axles in our Jeep Grand Cherokee, the Dodge Durango and the
Ram pick-up truck.

We also produce the only all-wheel drive passenger vehicles that incorporate front-axle disconnect technology. When the axle is
disconnected, the number of rotating components in the driveline is reduced, thus enhancing fuel economy. This feature, which we
incorporated in 2011 in our all-wheel drive versions of the Dodge Charger and the Chrysler 300, automatically changes the vehicle’ s
mode between two-wheel and all-wheel as changes in driving conditions occur, thereby improving safety and performance. This
technology, in combination with our V-6 Pentastar engine, afforded the Dodge Charger and the Chrysler 300 best-in-class fuel economy
designations among full-size, rear-wheel drive vehicles. We use this same technology in the new Ram 1500, which also has best-in-class
highway fuel economy.

Hybrid Propulsion and Alternative Fuel Vehicles

Our research activities include the development of technology that can be used in a range of electrified vehicles, including conventional
hybrids, plug-in hybrids, fully electrified and range-extended electric vehicles. A conventional hybrid vehicle includes both an internal
combustion engine and an electric motor to propel the vehicle, and the battery is charged using the combustion engine. A plug-in hybrid
vehicle is similar to a conventional hybrid vehicle, but the battery can also be charged through an external power cord. A fully
electrified vehicle contains only an electric motor to propel the vehicle that is charged by a power cord, and a range-extended vehicle is
a fully electrified vehicle that also contains a generator to power the vehicle when the batteries run low. With respect to these advanced
technologies, we are creating modular solutions that can be utilized across various types of electrified vehicles. Additionally, significant
effort is focused on optimizing combustion engine technology so that it will be synergistic with hybrid electric vehicle technology, and
addressing cost reduction strategies to ensure the affordability of such vehicles in the future.
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In 2012, we launched the production of a fully electrified, zero emission version of the Fiat 500 for sale in the U.S. with a best-in-class
87-mile range and a fuel economy of 108 miles per gallon-equivalent highway.

After two years of testing, we have re-directed our Department of Energy demonstration project for Ram truck and minivan plug-in
hybrids to conduct a battery pack upgrade. We have also explored the development of non-electrified hybrid vehicles, such as a hybrid
powertrain that would operate using hydraulic power coupled with a gasoline engine for light-duty applications.

Alternative Fuels. In 2013, we plan to introduce a Jeep Grand Cherokee with a diesel engine in North America. We expect this version
of one of our best-selling vehicles to provide significantly improved fuel economy. Later this year, we also plan to introduce a diesel
version of the new Ram 1500. Together with Fiat, we are producing vehicles that utilize compressed natural gas and other alternative
fuel sources. In late 2012, we launched a bi-fuel version of the Ram 2500, originally intended only for fleet sales, but we have expanded
to retail sales at the request of our customers. This vehicle is capable of utilizing either compressed natural gas or gasoline.

Uconnect Technology

Our Uconnect systems provide our retail customers access to traditional broadcast media, as well as digital radio, satellite broadcasts,
personal content and rear seat entertainment, navigation services, traffic and travel data, and hands-free communication. Our second
generation of Uconnect systems, which we incorporated in vehicles starting in 2011, provided certain improvements such as a new
8.4-inch touch-screen, simplified steering wheel controls and hands-free voice commands. The system, as included in the Dodge
Charger, received the Edmunds.com Breakthrough Technology Award for 2012.

We recently began to incorporate our third-generation, flexible Uconnect system, known as Uconnect Access into the new Ram 1500
and the all-new SRT Viper, and in 2013, we plan to incorporate it into the new Jeep Grand Cherokee. This platform can be personalized
to serve the needs of retail customers with varying degrees of skill and comfort with technology, and includes the option to load
Chrysler Group-certified applications. These applications, while similar to those found on smartphones and tablets, are specifically
designed for in-vehicle use. In addition to offering telematics services such as emergency notification and remote start, the new system
includes the first cloud-based voice texting services offered by a domestic automaker, which leverages the system’ s natural language
voice recognition technology. We are also the first automaker to be able to offer the full set of Sirius XM satellite channels. In 2012,
Uconnect Access received the first-ever “Technology of the Year” award from AOL Autos.

This platform is designed so that it can be leveraged across our entire vehicle lineup, and can be easily upgraded in the future as this
area of technology continues to evolve. In addition to the wide range of connectivity options and intuitive and responsive user interface
capabilities of our newest system, all of which aim to enhance the driving experience and reduce driver distraction, we are continuing to
develop integration with our retail customers’ own smartphones and inclusion of vehicle diagnostic services.

Intellectual Property

We hold numerous patents for use in our business. We also jointly own or hold licenses to intellectual property in certain technologies
with Fiat and other third parties pursuant to various commercial agreements. No single patent is material to our business as a whole. We
also own a number of trademarks and service marks that are critical to the recognition of our products by consumers, including, in
particular, the Chrysler, Jeep, Dodge, Ram, SRT and Mopar marks, described in —Brands above.

Our intellectual property portfolio is supplemented by our license of certain Fiat intellectual property obtained in the 363 Transaction.
The license is exclusive in North America and non-exclusive for other parts of the world.
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Raw Materials, Services and Supplies

We procure a variety of raw materials, parts, supplies, utilities, transportation and other services from numerous suppliers to
manufacture our vehicles, parts and accessories, primarily on a purchase order basis. Raw materials we use typically consist of steel,
aluminum, resin, copper, lead, and precious metals including platinum, palladium and rhodium. In recent years, prices for many of these
raw materials have fluctuated significantly and related freight charges have also increased. Moreover, our fixed annual contracts for
steel expired mid-year, and we opted to negotiate new contracts with the majority of our steel suppliers that contain variable pricing
mechanisms, albeit with certain protections against extreme fluctuations.

Although we have not experienced any significant loss of production as a result of material or parts shortages, we, like our competitors,
regularly source systems, components, parts, equipment and tooling from a sole provider or limited number of providers. Therefore, we
are at risk of production delays and losses should any supplier fail to deliver goods and services on time.

Supply of raw materials, parts and components may also be disrupted or interrupted by natural disasters such as the 2011 earthquake and
tsunami in Japan. In such circumstances, we work proactively with our suppliers to identify shortages of materials and parts, and take
steps to mitigate the impact of any shortages we identify, by deploying additional personnel, accessing alternative sources of supply and
managing our production schedules. We also continue to refine our processes to identify emerging capacity constraints in the supplier
tiers given the ramp up in manufacturing volumes to meet expected growth in customer demand. Further, we continuously monitor
supplier performance according to key metrics such as part quality, delivery performance and financial solvency to proactively manage
risks in the event of a downturn affecting particular suppliers.

We work with our suppliers on an ongoing basis to reduce our supply costs whenever possible. When one of our suppliers proposes a
program or method that results in a cost saving to us, we share that cost saving equally with the supplier for a one-year period after such
program or method is implemented, which we believe encourages our suppliers to actively pursue efforts that will reduce our supply
costs.

Environmental and Regulatory Matters

The automotive industry is subject to extensive government regulation. Chief among these are vehicle and engine requirements
governing safety, emissions and fuel economy, and the environmental impacts of our manufacturing operations. As described below,
regulations in the U.S. and other countries impose substantial testing and certification requirements with respect to vehicle emissions,
fuel economy, noise and safety, and with respect to the emissions and operations of manufacturing plants. These countries also impose
substantial rules and regulations designed to protect the health and safety of our workforce. The costs of complying with these
requirements can be significant, and violations with respect to these requirements can result in fines, penalties, vehicle recalls, cleanup
costs and claims for personal injury or property damage.

Vehicle Emissions

U.S. Standards. Under the Clean Air Act, EPA, and the California Air Resources Board, or CARB (by EPA waiver) require emission
compliance certification before a vehicle can be sold in the U.S or in California and other states that have adopted the California
emissions requirements. Both agencies impose limits on tailpipe and evaporative emissions of certain smog-forming pollutants from
new motor vehicles and engines. Pre-production testing data must demonstrate compliance with such standards to obtain the
certification. For vehicles sold in the U.S., EPA’ s Clean Air Act Tier 2 tailpipe emissions standards apply to passenger cars and light
trucks (which for this purpose includes our minivans, sport utility vehicles and pick-up trucks other than the Ram 2500/3500 Heavy
Duty), and heavy-duty emissions of regulated compounds standards apply to heavy-duty vehicles (our medium-duty and chassis cab
trucks).
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Currently, EPA has finalized (but has not issued) Tier 3 tailpipe and evaporative emission standards. These Tier 3 standards are
generally more stringent than the Tier 2 standards. The Tier 3 standards are also generally aligned with California’ s LEV III tailpipe and
evaporative standards (see discussion below). Once issued, the Tier 3 standards would become effective in model year 2017 for light-
duty vehicles, and 2018 for heavy-duty vehicles. These standards would further require us to conduct post-production vehicle testing to
demonstrate compliance with these emissions limits for the estimated useful life of a vehicle, for up to eleven years, or 120,000 miles,
or longer, depending on the compliance category. For Tier 2 and Tier 3, we are required to monitor and report issues with the emissions
performance over that time, and can be required to recall, repair or stop delivery of non-conforming vehicles.

In addition, EPA and CARB regulations require that a vehicle’ s emissions performance be monitored with onboard diagnostic, or OBD,
systems. We have implemented hardware and software systems to comply with the OBD requirements. Conditions identified through
OBBD systems could lead to vehicle recalls (or other remedial actions) with significant costs for related inspections, repairs, or per-
vehicle penalties.

California Standards. California sets its own, more stringent, emissions standards pursuant to a waiver from EPA under the Clean Air
Act. CARB has adopted requirements relating to vehicle certification, OBD, and tailpipe emissions limitations known as the Low
Emission Vehicle III, or LEV III, standards, which will apply beginning with 2014 model year vehicles. CARB regulations also require
that a specified percentage of cars and certain light-duty trucks sold in California must be zero emission vehicles, or ZEVs, such as
electric vehicles or hydrogen fuel cell vehicles. A manufacturer can earn credits toward the ZEV requirement through the sale of
advanced-technology vehicles such as hybrid electric vehicles or natural gas vehicles with extremely low tailpipe emissions and, as set
forth in the LEV III standards, by over complying with the federal model year 2017 through 2025 greenhouse gas, or GHG, standards,
retiring such credits, and applying them to its ZEV obligation. Through the 2017 model year, ZEV rules also provide certain ZEV
credits for partial zero-emission vehicles, or PZEVs, which can include internal combustion engine vehicles certified to very low
tailpipe emissions and zero evaporative emissions. The ZEV regulations, which CARB revised most recently in February 2009 for the
2012 and subsequent model years, require increasing volumes of battery electric and other advanced technology vehicles with each
model year. We currently comply with the ZEV requirements using a variety of vehicles, including battery electric vehicles (full zero
emission vehicles), PZEVs and hybrid vehicles.

The Clean Air Act permits other states to adopt California’ s stricter emission standards. Eleven other states (New York, Massachusetts,
Maine, Vermont, Connecticut, Pennsylvania, Rhode Island, New Jersey, Oregon, Washington and Maryland), as well as the Province of
Quebec, currently use California’ s LEV III standards in lieu of the federal EPA standards, and ten states also have adopted California’ s
ZEV requirements.

The introduction of the Fiat 500 in the U.S. market in 2011 has enhanced our ability to comply with EPA and California emissions
standards because compliance is based on a fleet-wide sales weighted average, and sales of the Fiat, Maserati and Chrysler Group fleets
are combined in the U.S. In addition, the battery electric version of the Fiat 500 that we are producing and will begin to sell in the U.S.
in 2013, will assist our efforts to comply with the federal GHG and fuel economy requirements, as well as California’ s ZEV
requirements.

California also has GHG emissions limitations, which are discussed below under the caption —Vehicle Fuel Economy and GHG
Regulations.

European Standards. The European Union, or EU, regulates tailpipe smog-forming pollutant and evaporative emissions for vehicles
sold in its member states. Other European countries have adopted similar regulations from the United Nations Economic Commission
for Europe. European regulations, like those in the U.S., require certification by regulatory authorities of the emissions performance of
our new vehicles before they can be sold. The current Euro-5 EU emission standard was adopted in 2009. The more stringent Euro-6
EU standard will apply to 2014 and later model year vehicles. The new standards will require the development of additional diesel
engine technology, which is likely to increase the cost of diesel engines and compromise total fuel economy. The EU also requires such
programs as OBD and pre- and post-production testing. We expect the combined Chrysler Group and Fiat vehicle fleet to meet the
requirements of both the Euro-5 and Euro-6 standards, as applicable.
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Other Regions. Vehicles sold in Asia, South America and other parts of the world also are subject to local emissions and evaporative
standards and OBD requirements. We expect to comply with such requirements, which generally are based on the EU standards,
California standards, or a hybrid standard based on those established programs.

Vehicle Fuel Economy and GHG Regulation

U.S. Requirements. Since enactment of the 1975 Energy Policy and Conservation Act, or EPCA, the National Highway Transportation
Safety Administration, or NHTSA, has established minimum average fuel economy requirements, known as Corporate Average Fuel
Economy, or CAFE, standards, for fleets of new passenger cars and light-duty trucks sold in the U.S. A manufacturer is subject to civil
penalties if it fails to meet the CAFE standard in any model year, after taking into account all available credits for performance in the
last three model years or expected performance in the next five model years. Passenger cars imported into the U.S. are averaged
separately from those manufactured in the U.S., but all light trucks are averaged together.

The 2007 Energy Independence and Security Act, or EISA, revised EPCA and required NHTSA to establish more stringent CAFE
standards beginning with the 2011 model year. Among other things, although there will continue to be separate standards for cars and
light trucks, standards must be set such that they increase year over year to achieve an industry-wide standard by 2016. The CAFE
standards applicable to all manufacturers’ 2011-2016 model year domestic and imported passenger car and light-duty truck fleets are
“footprint-based,” meaning that each manufacturer’ s fuel economy requirement is dependent on the size and the sales volumes, of the
mix of models in the manufacturer’ s fleet. Meeting these CAFE standards caused us to make costly adjustments to our product plans
through the 2016 model year.

In addition, there has been significant interest among vehicle manufacturers, governmental authorities, environmental groups, and
consumers regarding the impact of GHG vehicle emissions, primarily carbon dioxide, or CO2, on the global climate. There remains
significant conflicting regulatory overlap in this area since regulating GHG vehicle emissions also has the effect of regulating fuel
economy.

In May 2009, President Obama announced an agreement in principle among EPA and other federal agencies, the State of California and
the automotive industry to establish a coordinated national program to reduce GHGs under the Clean Air Act and improve fuel
economy. EPA and the NHTSA subsequently issued a joint final rule under EPA’ s GHG and NHTSA’ s CAFE standards to implement a
coordinated national GHG and fuel economy program for light-duty vehicles (passenger cars, light-duty trucks, and medium-duty
passenger vehicles) establishing standards for model years 2012 through 2016. The rule is harmonized with CARB’ s GHG rule, so that
compliance with the federal rule constitutes compliance with CARB’ s rule. Additionally, EPA and NHTSA issued a joint final rule on
September 15, 2011, that establishes a similar GHG/fuel economy national program for medium and heavy-duty vehicles, beginning
with model year 2014 for GHG standards, and model year 2016 for fuel economy standards.

On November 16, 2011, EPA and NHTSA issued a proposed rule to extend the coordinated GHG/fuel economy national program for
light-duty vehicles to model years 2017 through 2025, calling for year-over-year increases in fuel economy until the average fleet-wide
standards reach 54.5 mpg by 2025. The proposed rule calls for a “mid-term review” to be completed by 2021 that compels EPA and
NHTSA to evaluate the market acceptance of advance vehicle technology, as well as other assumptions that formed the basis for the
stringency of this rule to determine whether the standards are appropriate. Again, this rule is harmonized with CARB’ s GHG rule, so
that compliance with the federal rule constitutes compliance with CARB’ s rule. The model year 2017-2025 rule contains a variety of
compliance flexibilities, including incentives for sales of electric vehicles and hybrids, as well as alternative fuels like compressed
natural gas or hydrogen fuel cell vehicles, and the use of the new ultra low-global warming potential refrigerant HFO1234yf. NHTSA’ s
corresponding proposed CAFE rule imposes new vehicle safety standards in conjunction with the fuel economy standards.

-19-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents

While we believe that our current product plan will meet the applicable federal and California GHG/fuel economy standards established
through model year 2016, our compliance is in some measure dependent on our ability to purchase the refrigerant HFO1234yf, which
would generate GHG credits pursuant to EPA’ s GHG rule for model years 2012 through 2016. Regulatory uncertainty, as well as
manufacturing delays or supply issues causing product shortages outside of our control could threaten the supply of the refrigerant in
sufficient volumes so that our compliance needs are not met. Based on projected sales volumes and fleet mix, compliance with the
standards as proposed for the 2017 through 2025 model years will require us to take further additional costly actions or to limit the sale
of certain of our vehicles in certain states. Additionally, if pending litigation challenging EPA’ s ability to regulate GHG vehicle
emissions as a pollutant is successful (such that the model years 2012 through 2016 rule is violated) and, as a result, CARB enforces its
GHG rule separately, we would need to adjust our product plan and would incur additional cost.

European Requirements. The EU promulgated passenger car CO2 emissions regulations, beginning in 2012 and phasing in compliance
through 2015. These regulations target vehicle weight, calculated as an average across the manufacturer’ s fleet. The law also provides
certain flexibility, such as credits for “eco-innovations,” alternative fuel use, and vehicles with very low CO2 emissions. We are
developing a compliance plan based on our predicted fleets and vehicle CO2 emissions averages of Chrysler Group and Fiat vehicles
sold in Europe. The EU also adopted CO2 emissions standards for light commercial vehicles, a program similar to the passenger car
program.

Another set of regulations, called the “complementary measures” laws, could potentially require low-rolling resistance tires, tire-
pressure monitors, gear shift indicators, fuel economy indicators and more efficient air conditioners. Some EU members have adopted
or are considering CO2-based tax incentives.

Canadian Requirements. Canadian federal emissions regulations are substantially similar to the U.S. regulations described above,
including compliance certification requirements.

Mexican Requirements. On February 20, 2013, the Mexican Ministry of Environment and Natural Resources issued for public comment
anew GHG gas regulation applicable to manufacturers and importers of light duty vehicles in Mexico. This rule is based on the model
years 2012 through 2016 U.S. GHG rule described above. It is anticipated that this Mexico GHG rule will take effect in June 2013.

Requirements in Other Regions. China, Korea, India and South American countries have proposed or are considering establishing fuel
economy/GHG emissions requirements that would pose additional compliance obligations that would increase the cost of our vehicles.

Vehicle Fuel Content

For years, EPA regulations have allowed conventional gasoline to contain up to 10 volume percent ethanol, or E10, and we and other
vehicle manufacturers designed vehicles to accommodate E10. Ethanol is an alcohol-based fuel generally made with starch crops, such
as corn, or cellulosic sources, such as wood or other biodegradable materials. Proponents of ethanol maintain that its use can reduce
GHG emissions and dependence on oil.

In response to an application for waivers filed by ethanol manufacturers, EPA granted waivers under the Clean Air Act that allow fuel
manufacturers to introduce gasoline containing up to 15 volume percent ethanol, or E15, for use in certain light-duty vehicles (including
passenger cars, light-duty trucks and sport utility vehicles). The first waiver, granted in October 2010, allows such use in model year
2007 and newer vehicles, and the second waiver, granted in January 2011, allows such use in model year 2001 through 2006 vehicles.

In connection with the E15 waiver application, the automotive industry expressed concern to EPA that the use of E15 in prior model
year vehicles designed for E10 could result in fuel system failures, OBD system warnings, customer dissatisfaction and increased
warranty claims since ethanol is more corrosive than gasoline. EPA
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imposed conditions on the waivers that it believes will assure the quality of E15 and reduce the potential for misfueling of older model
year vehicles. Automotive industry representatives and other groups challenged the waivers and those lawsuits are pending. Currently,
E15 is being sold at a limited number of fueling stations.

Certain of our vehicles are specially designed as flexible fuel vehicles capable of using up to 85 volume percent ethanol, or E85, or
conventional gasoline, or any mixture of those two fuels. We have almost fully implemented our plan to have all of our engines
designed to be flexible fuel capable and expect that, when we are fully implemented, approximately 50 percent of our fleet will be
flexible fuel vehicles.

Vehicle Safety

U.S. Requirements. Under federal law, all vehicles sold in the U.S. must comply with all applicable Federal Motor Vehicle Safety
Standards, or FMVSS, promulgated by NHTSA, and they must also be certified by their manufacturer as being in compliance with those
standards. In addition, if a vehicle contains a defect that is related to motor vehicle safety or does not comply with an applicable
FMVSS, the manufacturer must notify vehicle owners and provide a remedy. Moreover, the Transportation Recall Enhancement,
Accountability, and Documentation Act, or TREAD Act, requires us to report certain information related to certain claims and lawsuits
involving fatalities and injuries in the U.S. if alleged to be caused by our vehicles, and other information related to customer complaints,
warranty claims, and field reports in the U.S., as well as information about and fatalities and recalls outside the U.S.

Several new or amended FMVSS’ s will take effect during the next few years (sometimes under phase-in schedules that require only a
portion of a manufacturer’ s fleet to comply in the early years of the phase-in). These include an amendment to the side impact
protection requirements that added several new tests and performance requirements (FMVSS No. 214), an amendment to the roof crush
resistance requirements (FMVSS No. 216), and a new rule for ejection mitigation requirements (FMVSS No. 226). In addition, NHTSA
recently proposed to adopt a new FMVSS that would require all light vehicles to be equipped with a rear-mounted video camera and an
in-vehicle visual display, and another to mandate the content recorded on Event Data Recorders. Compliance with these new
requirements, as well as other possible prospective NHTSA requirements, is likely to be difficult and/or costly.

NHTSA is also expected to publish guidelines for driver distraction soon, and, although not rising to the level of an FMVSS, there may
be substantial costs associated with conformance.

At times, organizations like NHTSA or the Insurance Institute for Highway Safety, or IIHS, will issue or reissue safety ratings
applicable to automobiles. Changes to these ratings are subject to the agencies’ discretion. ITHS has recently introduced new tests, and
modified its “Top Safety Pick” protocol. Pursuant to the new protocol, many of our vehicles’ existing Top Safety Pick ratings are at
risk, and we could incur significant expense to maintain those ratings, or could suffer negative public relations if we do not maintain
them.

Requirements in Other Regions. We are subject to certain safety standards and recall regulations in the markets outside the U.S. in
which we operate. Foreign safety standards often have the same purpose as the U.S. standards, but they may differ in their requirements
and test procedures. From time to time, other countries adopt safety requirements that are more stringent than U.S. standards. The EU
and many other countries require “type approval” by a government agency before a vehicle can be sold, while the U.S. and Canada
require “‘self-certification” by the manufacturer.

Environmental Regulation of Manufacturing Operations

We operate manufacturing facilities and other facilities, primarily in the U.S., Canada and Mexico, that are subject to a multitude of
federal, state/provincial and local environmental protection laws, including those that govern air emissions, water discharges, hazardous
substance handling, storage and use, waste generation, management and disposal, remediation of site contamination, odor and noise.
These requirements impose various operating permit, data collection and reporting requirements.
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A variety of air, water and waste regulations are currently the subject of litigation and rulemaking procedures that might result in
potential modifications to the rules, including, in the U.S., the boiler maximum achievable control technology, or Boiler MACT, and
commercial and industrial solid waste incinerator, or CISWI, rules, the definition of solid waste, and the ozone and particulate National
Ambient Air Quality Standards, among others. Additionally, new and existing regulations of nitrogen dioxide, or NO2, in the U.S. and
Canada impose local air quality limits on the emissions from manufacturing facilities that must be managed continuously, and can
impact expansion activities.

As aresult of the federal vehicle GHG standards that were finalized in May 2010 and came into effect in January 2011, CO2 and other
GHGs were deemed to be pollutants subject to regulation under the Clean Air Act. Consequently, in May 2010, EPA issued a regulation
that phased in new requirements for operating permits for facilities based on annual emissions of GHGs. The rule tailors the application
of two operating permit programs, the prevention of significant deterioration, or PSD, program and the Title V program, to facilities
based on their emissions level, industrial category, and current permit status. EPA has issued further rulemaking and guidance on the
requirement, though questions still remain on rules regarding the use the “best available control technology” and other matters. There is
litigation challenging the GHG rule for model years 2012 through 2016, as it triggered regulatory control of GHG emissions from U.S.
manufacturing facilities. If this litigation is successful in voiding the GHG rule for model years 2012 through 2016, we could be subject
to the stricter California standards in both California and in the states that adopted the California standards, which outcome could cause
us to incur additional expenses for the modification of vehicles, or could limit the sale of certain vehicles. These new requirements will
apply to most of our U.S. manufacturing facilities and may require us to install additional pollution control equipment and/or change
operating processes.

We expect to spend an aggregate of approximately $13 million in 2013 for pollution control equipment and other capital expenditures at
our North American facilities in connection with stationary source standards for controlling air and water pollution and hazardous
waste. We expect environmental requirements applicable to our industry to become more stringent over time, and significant
expenditures could be required to comply with environmental requirements that may be adopted or imposed in the future.

Occupational Safety

The Occupational Safety and Health Act of 1970, as amended, or OSHA, establishes certain employer responsibilities, including
maintenance of a workplace free of recognized hazards likely to cause death or serious injury, compliance with standards promulgated
by OSHA and various record keeping, disclosure and procedural requirements. Various OSHA standards may apply to our operations.
We have incurred, and will continue to incur, capital and operating expenditures and other costs in the ordinary course of our business to
comply with OSHA and other state and local laws and regulations. Any failure to comply with these regulations could result in fines by
government authorities and payment of damages to private litigants and affect our ability to service our customers and adversely affect
our consolidated results of operations.

Employees

The following summarizes the number of our salaried and hourly employees as of December 31 of the respective years:

Employees 2012 2011 2010 2009 2008 (1)
Salaried 18,558 16,116 13,706 12,405 12,951
Hourly 46,977 39,571 37,917 34,921 39,240
Total 65,535 55,687 51,623 47,326 52,191

(1) Chrysler Group began operations on June 10, 2009. The above includes employees of Old Carco at December 31, 2008.
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The increase in our total workforce in 2012 is primarily attributable to the hiring of manufacturing employees to support our current and
anticipated production volumes, as well as additional engineering, research and development and other highly skilled employees to
support our product development, sales, marketing and other corporate activities.

In the U.S. and Canada combined, substantially all of our hourly employees and approximately one-quarter of our salaried employees
were represented by unions under collective bargaining agreements, which represented approximately 64 percent of our worldwide
workforce as of December 31, 2012. The UAW and National Automobile, Aerospace, Transportation and General Workers Union of
Canada, or CAW, represent substantially all of these represented employees in the U.S. and Canada, respectively.

In September 2012, the CAW ratified a new four-year collective bargaining agreement. The provisions of this new agreement provide
for a lump sum payment to eligible CAW employees in each of the four years. In addition, the agreement maintains the current wage
rates through September 2016 for employees hired prior to September 24, 2012, or traditional employees, and starts employees hired on
or after September 24, 2012 at a lower wage rate that can increase to the current maximum wage rate of traditional employees at the end
of ten years. The new agreement expires in September 2016.

Cyclical Nature of Business

As is typical in the automotive industry, our vehicle sales are highly sensitive to general economic conditions, availability of affordably
priced financing for dealers and retail customers and other external factors, including fuel prices, and as a result may vary substantially
from quarter to quarter and year to year. Retail customers tend to delay the purchase of a new vehicle when disposable income and
consumer confidence are low. In addition, our vehicle production volumes and related revenues may vary from month to month,
sometimes due to plant shutdowns, which may occur for several reasons, including production changes from one model year to the next.
Model year changeovers occur throughout the year. Plant shutdowns, whether associated with model year changeovers or other factors,
such as temporary supplier interruptions, can have a negative impact on our revenues and a negative impact on our working capital as
we continue to pay suppliers under standard contract terms while we do not receive proceeds from vehicle sales. Refer to Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations —Liquidity and Capital Resources —Working
Capital Cycle, for additional information.

Item 1A. Risk Factors.

We face a variety of risks in our business. The risks and uncertainties described below are not the only ones facing us. Additional risks
and uncertainties that we are unaware of or that we currently believe to be immaterial, may also become important factors that affect
us. If any of the following events occur, our business, financial condition and results of operations could be materially and adversely
affected.

Economic weakness has adversely affected our business, particularly in our principal market, North America. If economic
conditions do not continue to improve, or if they weaken, our results of operations could be negatively affected.

Our business, financial condition and results of operations have been, and may continue to be, adversely affected by worldwide
economic conditions. Overall demand for our vehicles, as well as our profit margins, could decline as a result of many factors outside
our control, including economic recessions, changes in consumer preferences, increases in commodity prices, changes in laws and
regulations affecting the automotive industry and the manner in which they are enforced, inflation, fluctuations in interest and currency
exchange rates and changes in the fiscal or monetary policies of governments in the areas in which we operate, the effect of which may
be exacerbated during periods of general economic weakness. Depressed demand for vehicles affects our suppliers
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as well. Any decline in vehicle sales we experience may, in turn, adversely affect our suppliers’ ability to fulfill their obligations to us,
which could result in production delays, defaults and inventory management challenges. These supplier events could further impair our
ability to build and sell vehicles.

Current financial conditions and, in particular, unemployment levels and low consumer confidence levels continue to place significant
economic pressures on our customers and dealer network and have negatively impacted our vehicle sales. Any significant further
deterioration in economic conditions may further impair the demand for our products and our results of operations, financial position
and cash flows could be materially and adversely affected.

As in prior years, in 2012, over 90 percent of our vehicle sales were to customers in the U.S., Canada and Mexico. In the U.S., where we
sell most of the vehicles we manufacture, industry-wide vehicle sales declined from 16.5 million vehicles in 2007 to 10.6 million
vehicles in 2009. After several years of gradual economic recovery, U.S. vehicle sales reached 14.8 million in 2012, and Chrysler
Group’ s U.S. sales exceed Oldco’ s U.S. sales for 2008. We believe this growth occurred largely because of our significant investments
in vehicle design, engineering and manufacturing, through which we broadened and upgraded our product portfolio. Overall, however,
economic recovery in North America has been slower and shallower than many industry analysts predicted. This limited recovery in
vehicle sales may not be sustained. For instance, continued weakness in the U.S. new home construction market would likely depress
sales of pick-up trucks, one of our strongest selling products. As a result, we may experience further declines in vehicle sales in the
future, and we may not realize a sufficient return on the investments we have made or that we plan to make in the future. As a result, our
financial condition and results of operations would be materially affected.

Although we are increasing our vehicle sales outside of North America, we anticipate that our results of operations will continue to
depend substantially on vehicle sales in the North American markets. Our vehicle sales in North America will therefore continue to be
critical to our plans to maintain and improve current levels of profitability. Our principal competitors, including General Motors and
Ford Motor Company, or Ford, however, are more geographically diversified and are less dependent on sales in North America. As a
result, any further significant decline in demand in the North American market would have a disproportionately large negative effect on
our vehicle sales and profitability relative to our principal competitors, whose vehicle sales are not similarly concentrated.

We depend on the Fiat alliance to provide new vehicle platforms and powertrain technologies, additional scale, and management
resources that are critical to our viability and success.

In connection with the 363 Transaction, we entered into an alliance with Fiat in which Fiat became our principal industrial partner. The
Fiat alliance is intended to provide us with a number of long-term benefits, including access to new vehicle platforms and powertrain
technologies, particularly in smaller, more fuel-efficient segments where we do not have a significant presence, as well as procurement
benefits, management services and global distribution opportunities. The Fiat alliance is also intended to facilitate our penetration in
many international markets where we believe our products would be attractive to consumers, but where we do not have significant
penetration.

We believe that our ability to realize the benefits of the alliance is critical for us to compete with our larger and better-funded
competitors. If we are unable to convert the opportunities presented by the alliance into long-term commercial benefits, either by
improving sales of our vehicles and service parts, reducing costs or both, our financial condition and results of operations may be
materially adversely affected.

Because of our dependence on the Fiat alliance, any adverse development in the Fiat alliance could have a material adverse effect on our
business prospects, financial condition and results of operations. Therefore, if the Fiat alliance does not bring us its intended benefits, or
if there is any adverse change in the Fiat alliance due to disagreements between the parties, changes in circumstances at Fiat or at our
Company, there may be a material adverse effect on our business prospects, financial condition and results of operations.

24-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents

In addition, our dependence on the Fiat alliance may subject us to risks associated with Fiat’ s own business and financial condition.
Although Fiat has executed its own significant industrial restructuring and financial turnaround over the past several years, it remains
smaller and less well-capitalized than many of its principal competitors in Europe and globally, and Fiat has historically operated with
more limited capital than many other global automakers. Moreover, Fiat’ s sales and revenue have been negatively affected by the
continuing economic weakness in several European countries, including Italy. Like other manufacturers and suppliers in Europe, Fiat
now has considerable excess manufacturing capacity. As a result, Fiat has significantly revised its business plan, including its planned
focus for product development and manufacturing operations. If, pursuant to this revised business plan, Fiat cannot fulfill all of its
obligations under the Fiat alliance, we would not realize all of the benefits we have anticipated from the Fiat alliance, which may
adversely affect our financial condition and results of operations.

Fiat may terminate the master industrial agreement dated June 10, 2009 and related ancillary agreements at any time on 120 days’ prior
written notice, although each party would be required to continue to provide certain distribution services and technology rights and
other items provided under the agreement for certain transition periods as described below under Item 13. Certain Relationships and
Related Transactions, and Director Independence —Transactions with Fiat. In addition, either we or Fiat may terminate the master
industrial agreement and related ancillary agreements if the other party either commits a breach that is material, considering all ancillary
agreements taken as a whole, or in the event of certain bankruptcy, liquidation or reorganization proceedings. Upon a termination for
breach or bankruptcy event, the terminating party will be entitled to receive continued distribution services and technology rights and
other items from the other party as noted above. A termination of the Fiat alliance could have a material adverse effect on our business
prospects, financial condition and results of operations.

Notwithstanding our close industrial alliance, Fiat’s significant control over our management, operations and corporate decisions
may result in conflicts of interest.

Our LLC Operating Agreement accords significant management oversight and governance rights to Fiat as a holder of the majority of
our membership interests. Fiat currently holds a majority ownership interest in us, and therefore has the right to appoint a majority of
the Board. As a result, to the extent permitted by the covenants in our debt agreements, Fiat has the ability to control our management
and operations, including with respect to significant corporate transactions such as mergers and acquisitions, asset sales, borrowings,
issuances of securities and our dissolution, as well as amendments to our LLC Operating Agreement. Fiat’ s control is subject only to a
requirement that the Company must have the consent of the VEBA Trust, holder of the remaining ownership interest in us, to make
certain major decisions that would disproportionately affect the VEBA Trust. Despite processes we have implemented to guard against
conflicts of interest and to review affiliate transactions, there can be no assurance that Fiat will not take actions or cause the Company to
take actions that are not in the best interests of the Company. See ltem 13. Certain Relationships and Related Transactions, and Director
Independence —Policies and Processes for Transactions Involving Related Parties for a description of the review processes in place.

Actual or perceived conflicts of interest may arise between us and Fiat in a number of areas relating to our industrial alliance. These
may include:

Management. We benefit from the significant management experience of Fiat’ s leadership team, which was gained in part through
Fiat’ s own industrial turnaround. Both our Chief Executive Officer and Chief Financial Officer serve in those same roles for Fiat and
serve on a Fiat executive management committee (the Group Executive Council, or GEC) formed to oversee the management and
integration of all Fiat interests, including its interest in Chrysler Group. Members of this committee include several other employees of
Chrysler Group. Chrysler Group executives who serve on the GEC owe duties to Chrysler Group and therefore may have conflicts of
interest with respect to matters involving both companies. Moreover, although the GEC cannot contractually bind Chrysler Group, and
recommendations made by the GEC to Chrysler Group, including transactions with
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Fiat affiliates, are subject to our own internal review and approval procedures, there can be no assurance that these potential conflicts
will not affect us. See Item 13. Certain Relationships and Related Transactions, and Director Independence —Policies and Processes for
Transactions Involving Related Parties for a description of the review processes in place.

Moreover, in addition to serving as Chief Executive Officer of both Fiat and Chrysler Group, Mr. Marchionne also serves as Chairman
or Chief Executive Officer of several significant business units within Fiat and Fiat Industrial including Fiat Group Automobiles, Case
New Holland, or CNH, and Iveco. Mr. Marchionne does not receive any salary compensation from us for serving as our Chief Executive
Officer, and we do not have a specified allocation of Mr. Marchionne’ s time and attention. If Mr. Marchionne allocates more of his time
and attention to non-Chrysler matters, our business may suffer as a result.

Industrial alliance. We have entered into a number of agreements with Fiat to implement and extend our industrial alliance pursuant to
which each party has provided, or agreed to provide, the other with goods, services and other resources. We expect to enter into
additional agreements to further our industrial alliance from time to time. Although we believe that these arrangements bolster a sense
of cooperation and mutual dependence between the two companies, conflicts may arise in the performance of the parties’ obligations
under these agreements or in the interpretation, renewal or negotiation of these arrangements. Although the terms of any such
transactions with Fiat will be established based upon negotiations between us and Fiat and, in certain cases, will be subject to the
approval of the “disinterested” members of our Board or a committee of such directors, there can be no assurances that the terms of any
such transactions will be as favorable to us as we may otherwise have obtained in arm’ s length negotiations with a party other than Fiat.
In addition, while our senior secured credit agreement and the indenture governing the secured senior notes include covenants restricting
transactions between us and Fiat, compliance with these covenants may not prevent us from entering into transactions that are,
particularly with the benefit of future hindsight, unfavorable to us.

Business Opportunities. Although we believe that our operational strengths complement those of Fiat, which limits the scope for
business conflicts, there may be areas in which the companies will compete with one another, including with respect to business
opportunities that may be of interest to both parties. We may be restricted from pursuing such opportunities by virtue of Fiat’ s control
of us.

We may not be successful in increasing our vehicle sales outside of North America, and if we do increase our vehicle sales outside of
North America we will be exposed to additional risks of operating in different regions and countries.

We currently generate a small, but growing, proportion of our vehicle sales outside of North America. As part of our business plan, and
to capitalize on opportunities presented by our industrial alliance with Fiat, we intend to actively pursue growth opportunities in a
number of markets outside North America. Expanding our operations and vehicle sales internationally may subject us to additional
regulatory requirements and cultural, political and economic challenges, including the following:

securing relationships to help establish our presence in local markets, including distribution and vehicle finance relationships;

hiring and training personnel capable of marketing our vehicles, supporting dealers and retail customers, and managing
operations in local jurisdictions;

identifying and training qualified service technicians to maintain our vehicles, and ensuring that they have timely access to
diagnostic tools and parts;

localizing our vehicles to target the specific needs and preferences of local customers, including with respect to vehicle
safety, fuel economy and emissions, which may differ from our traditional customer base in North America;
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implementing new systems, procedures and controls to monitor our operations in new markets;
multiple, changing and often inconsistent enforcement of laws and regulations;
satisfying local regulatory requirements, including those for vehicle safety, content, fuel economy or emissions;

competition from existing market participants that have a longer history in, and greater familiarity with, the local markets we
enter;

differing labor regulations and union relationships;

consequences from changes in tax laws;

tariffs and trade barriers;

laws and business practices that favor local competitors;

fluctuations in currency exchange rates;

extended payment terms and the ability to collect accounts receivable;

imposition of limitations or conversion of foreign currencies into U.S. dollars or remittance of dividends and other payments
by foreign subsidiaries; and

changes in a specific country’ s or region’ s political or economic conditions.

Moreover, for the past several years, sustained economic weakness in several European countries has slowed our plans to sell more
vehicles through the Fiat dealer network in that region.

If we fail to address these challenges and other risks associated with international expansion, we may encounter difficulties
implementing our strategy, which could impede our growth or harm our operating results.

Our future success depends on our continued ability to introduce new and refreshed vehicles that appeal to a wide base of
consumers and to respond to changing consumer preferences, economic conditions, and government regulations.

Until 2011, our vehicle portfolio had fewer new or significantly refreshed vehicle models than many of our competitors, largely due to
capital constraints experienced by Old Carco over the period from 2007 to 2009. Our relative lack of new or significantly refreshed
product offerings during this period continues to have an adverse effect on our vehicle sales, market share, average selling price and
profitability. Since our formation in 2009, we have significantly upgraded, updated and broadened our product offerings to meet our
customers’ changing demands and expectations as described in detail under /fem 1. Business —Products. In order to meet these goals,
we had to invest heavily in vehicle design, engineering and manufacturing. Our ability to realize acceptable returns on these investments
will depend in large part on consumers’ acceptance of our new and significantly refreshed vehicles.

We undertake significant market research and testing prior to developing and launching new or significantly refreshed vehicles.
Nevertheless, market acceptance of our products depends on a number of factors, many of which are outside of our control and require
us to anticipate customer preferences and competitive products several years in advance. These factors include the market perception of
styling, safety, reliability, capability and cost of ownership of our vehicles as compared to those of our competitors, as well as other
factors that affect
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demand, including price competition and financing or lease programs. If we fail to continue to introduce new and/or significantly
refreshed vehicles in those segments that can compete successfully in the market, or if we fail to successfully reduce our concentration
in those vehicle segments with declining consumer preferences, our financial condition and results of operations could deteriorate.

Competition has traditionally been intense in the automotive industry and has intensified further in recent years, including in the utility
vehicle, minivan and truck segments that historically have represented most of our U.S. vehicle sales. In 2012, these segments
accounted for approximately 70 percent of our vehicle sales in the U.S. whereas truck, utility vehicle and minivan sales accounted for
only about 52 percent of the overall U.S. market, respectively. In prior years, our competitors had been successful in introducing new
vehicles in these segments that have taken market share away from us. At times, consumer preference has shifted away from these
vehicles, which all have relatively low fuel economy, due to elevated fuel prices, environmental concerns, economic conditions,
governmental actions or incentives, and other reasons, adversely affecting our overall market share and profitability. Despite our heavy
cadence of new vehicle introductions since 2009, we still have far fewer competitive passenger vehicles, particularly smaller, fuel-
efficient vehicles, than our competitors. Therefore, a return to higher fuel prices, continued volatility in fuel prices or fuel shortages,
particularly in the U.S. could have a disproportionate effect on our vehicle sales as compared to our competitors.

If our new or significantly refreshed products are not received favorably by customers, our vehicle sales, market share and profitability
will suffer. If we are required to cut capital expenditures due to insufficient vehicle sales and profitability or if we decide to reduce costs
and conserve cash, our ability to continue our program of improving and updating our vehicle portfolio and keeping pace with product
and technological innovations introduced by our competitors will be diminished, which may further reduce demand for our vehicles.

Product development cycles can be lengthy, and there is no assurance that new designs will lead to revenues from vehicle sales, or
that we will be able to accurately forecast demand for our vehicles, potentially leading to inefficient use of our production capacity,
which could harm our business.

It generally takes two years or more to design and develop a new product, and there may be a number of factors that could lengthen that
schedule. Because of this product development cycle and the various elements that may contribute to consumers’ acceptance of new
vehicle designs, including competitors’ product introductions, fuel prices, general economic conditions and changes in styling
preferences, we cannot be certain that an initial product concept or design that appears to be attractive will result in a production model
that will generate sales in sufficient quantities and at high enough prices to be profitable. If our designs do not result in the development
of products that are accepted in the market, our financial condition and results of operations may be adversely affected. Additionally,
our high proportion of fixed costs, both due to our significant investment in property, plant and equipment as well as the requirements of
our collective bargaining agreements, which limit our flexibility in quickly calibrating personnel costs to changes in demand for our
products, further exacerbate the risks associated with incorrectly assessing demand for our vehicles.

The North American automotive industry has undergone substantial restructuring over the past several years, resulting in widespread
consolidation among vehicle manufacturers and suppliers. This restructuring was aimed largely at reducing the substantial excess
capacity that existed throughout the automotive supply chain prior to 2009. While the industry’ s successful reduction in capacity has
lowered break-even production rates, many companies are still adjusting to these changes and have limited access to capital.
Accordingly, there is currently little available capacity for certain materials, parts and components to respond to an unanticipated
increase in demand. For the past three years, we have encountered challenges in our operations with:

Our ability to rapidly increase production levels in light of our suppliers’ ability to provide greater than forecast volumes of
raw materials and components, and those suppliers ability to increase their own production rapidly enough to meet our
demand, particularly in light of our industry’ s focus on just-in-time inventory systems; and
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Increased costs due to excessive employee overtime, expedited procurement of raw materials and parts, and other
expenditures, all of which are driving up costs for manufacturing and logistics, which, if not addressed, may impact our
profitability over the long term.

These rapid increases in manufacturing volumes may also adversely affect our manufacturing quality, partly due to the challenge of
hiring, training and overseeing a growing workforce. Such downturns in quality could delay production and deliveries, or could generate
product recalls and warranty claims. These results could reduce our gross margins and adversely impact customer satisfaction. In
addition, we may not be able to properly repair or maintain our equipment in these conditions, which could cause us to lose valuable
manufacturing capability in the long run.

If, on the other hand, demand does not develop as we forecast, we could have excess inventory, and we may need to increase sales
incentives to sell off inventory, and/or take impairments or other charges. Lower than forecasted demand could also result in excess
manufacturing capacity and reduced manufacturing efficiencies, which could reduce margins and profitability.

Our ability to achieve cost reductions and to realize production efficiencies is critical to maintaining our competitiveness and long-
term profitability.

We are continuing to implement a number of cost reduction and productivity improvement initiatives in our automotive operations,
through the Fiat alliance and otherwise, including, for example, increasing the number of our vehicles that are based on common
platforms, reducing our dependence on sales incentives offered to dealers and retail customers, leveraging our purchasing capacity with
Fiat’ s and implementing WCM principles. Our future success depends upon our ability to implement these initiatives throughout our
operations. In addition, while some of the productivity improvements are within our control, others depend on external factors, such as
commodity prices or trade regulation. These external factors may impair our ability to reduce our structural costs as planned, and we
may sustain larger than expected production expenses, materially affecting our business and results of operations. Furthermore, reducing
costs may prove difficult due to our focus on introducing new and improved products in order to meet customer expectations.

The automotive industry is highly competitive. Our competitors’ efforts to increase their share of vehicle sales could have a
significant negative impact on our vehicle pricing, market share and operating results.

The automotive industry is highly competitive, particularly in the U.S., our primary market. Our competitors may respond to negative
market conditions by attempting to make their vehicles more attractive or less expensive to customers by adding vehicle enhancements,
providing subsidized financing or leasing programs, offering option package discounts, price rebates or other sales incentives, or by
reducing vehicle prices in certain markets. In addition, manufacturers in countries such as China and India, which have lower
production costs, have announced that they intend to export lower-cost automobiles to established markets, including North America.
With excess manufacturing capacity growing in Europe, historically higher-priced, desirable vehicles from that region may become
available for sale in North America at lower prices. These actions have had, and are expected to continue to have, a significant negative
impact on our vehicle pricing, market share, and operating results, and present a significant risk to our ability to improve or even
maintain our average selling price per vehicle.

Offering desirable vehicles that appeal to customers can mitigate the risks of increased price competition, but vehicles that are perceived
to be less desirable (whether in terms of price, quality, styling, safety, fuel efficiency or other attributes) can exacerbate these risks.

Dealer sourcing and inventory management decisions could adversely affect sales of our vehicles and service parts.

We sell most of our vehicles and service parts through our dealer network. Our vehicle and service part sales depend on the willingness
and ability of our dealer network to purchase vehicles and service parts for resale to
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retail customers. Our dealers’ willingness and ability to make these purchases depends, in turn, on the rate of their retail vehicle sales,
as well as the availability and cost of capital and financing necessary for dealers to acquire and hold inventories for resale. The dealers
carry inventories of vehicles and service parts in their ongoing operations and they adjust those inventories based on their assessment of
future sales prospects, their ability to obtain wholesale financing, and other factors. Certain of our dealers may also carry products or
operate separate dealerships that carry products of our competitors and may focus their inventory purchases and sales efforts on
products of our competitors due to industry and product demand or profitability. These inventory and sourcing decisions can adversely
impact our sales, financial condition and results of operations.

Availability of adequate financing on competitive terms for our dealers and retail customers is critical to our success. Our lack of a
captive finance company could place us at a competitive disadvantage to competitors that have a captive finance company and
therefore may be able to offer consumers and dealers financing and leasing on better terms than our customers and dealers are able
to obtain. In lieu of a captive finance company, we depend on our relationship with Ally, and in the future, will depend on a new
relationship with SCUSA to supply a significant percentage of this financing.

Our dealers enter into wholesale financing arrangements to purchase vehicles from us to hold in inventory to facilitate vehicle sales, and
our retail customers use a variety of finance and lease programs to acquire vehicles. Our leasing volumes are significantly below market
levels. Our inability to offer competitive leases may negatively impact our vehicle sales volumes and market share. Our results of
operations therefore depend on establishing and maintaining appropriate sources of financing for our dealers and retail customers.

Unlike most of our competitors who operate and control affiliated finance companies, we do not have a finance company dedicated
solely to our operations. Our competitors with dedicated or wholly-owned finance companies may be better able to implement financing
programs designed principally to maximize vehicle sales in a manner that optimizes profitability for them and their finance companies
on an aggregate basis, including with respect to the amount and terms of the financing provided. If such competitors offer retail
customers and dealers financing and leasing on better terms than our customers and dealers are able to obtain, consumers may be more
inclined to purchase or lease our competitors’ vehicles and our competitors’ dealers may be better able to stock our competitors’
products, each of which could adversely affect our results of operations. In addition, unless financing arrangements other than for retail
purchase continue to be developed and offered by banks to our retail customers in Canada, our lack of a captive finance company could
present a competitive disadvantage in Canada, since banks are restricted by law from providing retail lease financing in Canada.

In connection with the 2009 restructuring of the U.S. automotive industry, and with the assistance of the U.S. Treasury, we entered into
an auto finance relationship with Ally, which historically was the captive finance company of General Motors, one of our principal
competitors. Following its own participation in the 2009 restructuring of the U.S. automotive industry, Ally has been majority owned by
the U.S. Treasury, although General Motors and Ally’ s former majority owner, Cerberus Capital Management L.P., or Cerberus, each
retain partial ownership. As of December 31, 2012, Ally was financing approximately 60 percent of our dealers in the U.S.

While Ally has agreed to consider applications for financing made by our dealers and their retail customers in accordance with Ally’ s
usual and customary standards, and to make lending decisions in accordance with its business judgment, Ally is not obligated to provide
specific levels of financing to our dealers or customers.

Ally’ s performance may also be negatively affected by our decision to terminate our agreement with Ally effective April 30, 2013 and
our recent announcement that we had reached an agreement with SCUSA, under which SCUSA will serve as a private-label financing
provider under the name Chrysler Capital and will manage our retail and wholesale financing needs beginning May 1, 2013. Our
decision to transition our financing services relationship to SCUSA and to develop a private-label financing solution subjects us to
significant risks, particularly in the short term as SCUSA begins to ramp up its operations to serve the financing needs of our dealers
and customers. If SCUSA is unable to timely provide an acceptable level of service including response time, approval rates and a full
range of competitive financing products at competitive rates, our sales may suffer.
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Any financing services provider, including Ally and SCUSA, will face other demands on its capital, including the need or desire to
satisfy funding requirements for dealers or customers of our competitors as well as liquidity issues relating to other investments.
Therefore, they may not have the capital and liquidity necessary to support our vehicle sales, and even with sufficient capital and
liquidity, they may apply lending criteria in a manner that will adversely affect our vehicle sales. In addition, Ally may suspend its
performance under its agreement with us, after notice to us, in the event that Ally’ s unsecured financial exposure (as defined in the
agreement) exceeds a specified amount.

To the extent that either Ally or SCUSA is unable or unwilling to provide sufficient financing at competitive rates to our dealers and

retail customers, or we encounter challenges in our transition from Ally to Chrysler Capital, our dealers and retail customers may not
have sufficient access to such financing. As a result, our vehicle sales and market share may suffer, which would adversely affect our
financial condition and results of operations.

Our profitability depends on reaching certain minimum vehicle sales volumes. If vehicle sales do not continue to increase, or if they
deteriorate, our results of operations will suffer.

Our business and results of operations depend upon our ability to achieve certain minimum vehicle sales volumes. As is typical for an
automobile manufacturer, we have significant fixed costs and therefore, changes in our vehicle sales volume can have a
disproportionately large effect on profitability. In addition, we generally receive payments from vehicle sales to dealers in North
America within a few days of shipment from our assembly plants, whereas there is a lag between the time we receive parts and
materials from our suppliers and the time we are required to pay for them. As a result, we tend to operate with working capital
supported by these terms with our suppliers, and periods of vehicle sales declines therefore have a significant negative impact on our
cash flow and liquidity. If our vehicle sales do not continue to increase, or if they were to decline to levels significantly below our
assumptions, due to financial crisis, renewed recessionary conditions, changes in consumer confidence, geopolitical events, limited
access to financing or other factors, our financial condition and results of operations would be substantially adversely affected.

Our business plan depends, in part, on reducing the extent to which we depend on dealer and retail incentives to sell vehicles, and
our ability to modify these market practices is uncertain.

The intense competition and limited ability to reduce fixed costs that characterize the automotive industry has in many cases resulted in
significant over-production of vehicles. These factors, together with significant excess manufacturing capacity, have driven
manufacturers, including us, to rely heavily on sales incentives to drive vehicle sales. These incentives have included both dealer
incentives, typically in the form of dealer rebates or volume-based awards, as well as retail incentives in a variety of forms, including
subsidized financing, price rebates and other incentives. As part of our business plan, we are attempting to reduce our reliance on
incentives, which might negatively affect our sales volumes. However, we expect the impact of any reduction in vehicle sales to be
offset by improved and more predictable pricing and margins on vehicle sales. If, despite our efforts, we are unable to reduce our
reliance on short-term sales incentives, and maintain price discipline, our financial condition and results of operations may be adversely
affected.

Vehicle defects may delay vehicle launches, or increase our warranty costs.

Manufacturers are required to remedy defects related to motor vehicle safety and to emissions through safety recall campaigns, and a
manufacturer is obligated to recall vehicles if it determines that they do not comply with an applicable FMVSS. In addition, if we
determine that a safety or emissions defect or a non-compliance exists with respect to certain of our vehicles prior to the start of
production, the launch of such vehicle could be delayed until we remedy the defect or non-compliance. The costs associated with any
protracted delay in new model launches necessary to remedy such defect, and the cost of providing a free remedy for such defects or
non-

-31-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents

compliance in vehicles that have been sold, could be substantial. We are also obligated under the terms of our warranty to make repairs
or replace parts in our vehicles at our expense for a specified period of time. Therefore, any failure rate that exceeds our expectations
may result in unanticipated losses.

Product recalls may result in direct costs and loss of vehicle sales that could have material adverse effects on our business.

From time to time, we have been required to recall vehicles to address performance, compliance or safety-related issues. The costs we
incur to recall vehicles typically include the cost of the new remedy parts and labor to remove and replace the problem parts, and may
be substantial depending on the nature of the remedy and the number of vehicles affected. Product recalls also harm our reputation and
may cause consumers to question the safety or reliability of our products.

Any costs incurred, or lost vehicle sales resulting from, product recalls could materially adversely affect our business. Moreover, if we
face consumer complaints, or we receive information from vehicle rating services that calls into question the safety or reliability of one
of our vehicles and we do not issue a recall, or if we do not do so on a timely basis, our reputation may also be harmed and we may lose
future vehicle sales.

If our suppliers fail to provide us with the raw materials, systems, components and parts that we need to manufacture our
automotive products, our business operations may be disrupted which would have a material adverse effect on our business.

Our business depends on a significant number of suppliers, which provide the raw materials, components, parts and systems we require
to manufacture vehicles and parts and to operate our business. We use a variety of raw materials in our business including steel,
aluminum, lead, resin and copper, and precious metals such as platinum, palladium and rhodium. The prices for these raw materials
often fluctuate. We seek to manage this exposure, but we may not always be successful in hedging these risks. See ~We may be
adversely affected by fluctuations in foreign currency exchange rates, commodity prices, and interest rates below. Substantial increases
in the prices for our raw materials increase our operating costs and could reduce our profitability if we cannot recoup the increased costs
through changes in vehicle prices. In addition, certain raw materials are sourced from a limited number of suppliers and from a limited
number of countries. We cannot guarantee that we will be able to maintain arrangements with these suppliers and ensure our access to
these raw materials, and in some cases this access may be affected by factors outside of our control and the control of our suppliers. For
instance, in 2012, the uptick in automotive volumes caused some constraint in the supply of palladium, which is utilized in catalytic
converters.

As with raw materials, we are also at risk for supply disruption and shortages in parts and components for use in our vehicles. We will
continue to work with our suppliers to monitor potential shortages and to mitigate the effects of any emerging shortages on our
production volumes and revenues; however, there can be no assurances that these events will not have an adverse effect on our
production in the future, and any such effect may be material.

Moreover, we rely on specific suppliers to provide certain components, parts and systems that are required to manufacture our vehicles,
and in some circumstances, we rely exclusively on one such supplier. Over the past several years, we have worked to reduce or
eliminate our dependence on certain suppliers that we believed were financially at risk; however, this has increased our dependence on,
and the concentration of our credit risk, to our remaining suppliers. As volumes increase throughout the industry, some of our suppliers
must make capital investments to keep pace with demand. Due to the long lead times for such investment, if our suppliers delay in
making such investments or do not have sufficient access to capital, that could limit the ability of such suppliers to meet our full
demands. Further, if our suppliers seek to increase prices to offset these capital investments, and we are unable to capture those
additional costs through pricing on our vehicles, we may not be able achieve the production and financial targets stated in our business
plan.
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At the same time, many of our suppliers located in Europe, or whose customers are concentrated in Europe, are currently experiencing
financial difficulties similar to those in North America between 2008 and 2010 due to the combination of general economic weakness,
sharply declining vehicle sales and tightened credit availability in the region. When key suppliers on which we depend have experienced
financial difficulties in the past, they often sought to increase prices, accelerate payments or seek other relief. Some of those suppliers
have ceased doing business or sought bankruptcy court protection. Any such actions would likely increase our costs, impair our ability
to meet design and quality objectives and in some cases make it difficult or impossible for us to produce certain vehicles. We may take
steps to assist key suppliers to remain in business and maintain operations, but this would require us to divert capital from other needs
and adversely affect our liquidity. It may also be difficult to find a replacement supplier without significant delay.

Any interruption in the supply or any increase in the cost of raw materials, parts and components could negatively impact our ability to
achieve the growth in vehicle sales and profitability improvement contemplated by our business plan and the impact to our vehicle sales
and profitability could be material.

From time to time we enter into long-term supply arrangements that commit us to purchase minimum or fixed quantities of certain
parts or materials, or to pay a minimum amount to a supplier, or ‘take-or-pay” contracts, through which we may incur costs that
cannot be recouped by vehicles sales.

From time to time, we enter into long-term supply contracts that require us to purchase a minimum or fixed quantity of parts to be used
in the production of our vehicles. If our need for any of these parts were to lessen, we would still be required to purchase a specified
quantity of the part or pay a minimum amount to the supplier pursuant to the take-or-pay contract. We also have entered into a small
number of long-term supply contracts for raw materials that require us to purchase fixed quantities. If our needs for raw materials
decline, we could be required to purchase more materials than we need. Additionally, we have changed the way in which we do business
with certain key suppliers by paying up front for engineering design and development costs, rather than paying for these costs after
production has begun via component or materials pricing. We believe that this shift will help financially stabilize our suppliers and will
encourage supplier investment in our business, but as a result, we will now bear certain of the costs of new product development years
before we will realize any revenue on that new product, which reduces our liquidity. In the event that parts production volumes are
lower than forecast, or that the supplier does not perform all the way through the production cycle, we will experience financial losses
that we would not otherwise have incurred under the prior payment system. Our competitors may not change their supplier payment
programs, and may not experience similar losses, putting us at a potential competitive disadvantage in terms of available capital.

Limitations on our liquidity and access to funding may limit our ability to execute our business plan and improve our business,
financial condition and results of operations.

Our business is capital intensive and we require significant liquidity to support our business plan and meet other funding requirements.
See Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations —Liquidity and Capital Resources
for a more detailed discussion of our liquidity and capital requirements. In addition, during periods of vehicle sales decreases, our cash
flow and liquidity may be significantly negatively impacted because we typically receive revenues from vehicle sales before we are
required to pay our suppliers. Any limitations on our liquidity, due to decreases in vehicle sales, the amount of or restrictions in our
existing indebtedness, conditions in the credit markets, general economic conditions or otherwise, may adversely impact our ability to
execute our business plan and improve our business prospects, financial condition and results of operations. In addition, any actual or
perceived limitations of our liquidity may limit the ability or willingness of counterparties, including dealers, customers, suppliers and
financial service providers, to do business with us, which may adversely affect our business, financial condition and results of
operations.
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Our defined benefit pension plans are currently underfunded and our pension funding obligation could increase significantly due to
a reduction in funded status as a result of a variety of factors, including weak performance of financial markets, investment risks
inherent in our investment portfolio, and unanticipated changes in interest rates resulting in a decrease in the value of certain plan
assets or increase in the present value of plan obligations, which could have a material adverse effect on our business, financial
condition or results of operations.

Our defined benefit pension plans are currently underfunded. At the end of 2012, our defined benefit pension plans were underfunded
by approximately $8.9 billion. Our pension funding obligations may increase significantly if investment performance of plan assets does
not keep pace with our benefit payment obligations and we do not make additional contributions to offset these impacts. See Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations —Liquidity and Capital Resources —Defined
Benefit Pension Plans and OPEB Plans —Contributions and Funded Status —Defined Benefit Pension Plans —Funded Status, and
—Critical Accounting Estimates —Pension.

Mandatory funding obligations may increase based upon lower than anticipated returns on plan assets whether as a result of overall
weak market performance or particular investment decisions, changes in the level of interest rates used to determine required funding
levels, changes in the level of benefits provided for by the plans, and any changes in applicable law related to funding requirements.

Our defined benefit pension plans currently hold significant investments in equity and fixed income securities, as well as investments in
less liquid instruments such as private equity, real estate and certain hedge funds. Due to the complexity and magnitude of certain of our
investments, additional risks may exist, including significant changes in investment policy, insufficient market capacity to complete a
particular investment strategy and an inherent divergence in objectives between the ability to manage risk in the short term and our
ability to quickly rebalance illiquid and long-term investments.

To determine the appropriate level of funding and contributions to our defined benefit pension plans, as well as the investment strategy
for the plans, we are required to make various assumptions, including an expected rate of return on plan assets and a discount rate used
to measure the obligations under our defined benefit pension plans. Interest rate increases generally will result in a decline in the value
of investments in fixed income securities and the present value of the obligations. Conversely, interest rate decreases will generally
increase the value of investments in fixed income securities and the present value of the obligations. We are required to re-measure our
discount rate annually and did so at December 31, 2012, with the result that our pension obligations increased. Any reduction in
investment returns or the value of plan assets, or any increase in the present value of obligations may increase our pension expenses and
required contributions, and as a result constrain our liquidity and materially adversely affect our financial condition and results of
operations. If we fail to make required minimum funding contributions, we could be subjected to reportable event disclosure to the
Pension Benefit Guaranty Corporation, as well as interest and excise taxes calculated based upon the amount of any funding deficiency.

We may be adversely affected by fluctuations in foreign currency exchange rates, commodity prices, and interest rates.

Our manufacturing and sales operations are exposed to a variety of market risks, including the effects of changes in foreign currency
exchange rates, commodity prices and interest rates. We monitor and manage these exposures as an integral part of our overall risk
management program, which is designed to reduce the potentially adverse effects of these fluctuations. Nevertheless, changes in these
market indicators cannot always be predicted or hedged. In addition, because of intense price competition, our significant fixed costs
and our financial and liquidity restrictions, we may not be able to minimize the impact of such changes, even if they are foreseeable. As
a result, substantial unfavorable changes in foreign currency exchange rates, commodity prices or interest rates could have a material
adverse effect on our revenues, financial condition and results of operations.
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Laws, regulations or governmental policies in foreign countries may limit our ability to access our own funds.

When we sell vehicles in countries other than the U.S., we are subject to various laws, regulations and policies regarding the exchange
and transfer of funds back to the U.S. In rare cases, we may be limited in our ability to transfer some or all of our funds for
unpredictable periods of time. In addition, the local currency of a country may be devalued as a result of adjustments to the official
exchange rate made by the government with little or no notice. For instance, we are subject to the rules and regulations of the
Venezuelan government concerning our ability to exchange cash or marketable securities denominated in Venezuelan bolivar fuerte, or
BsF, into U.S. dollars. Under these regulations, the purchase and sale of foreign currency must be made through the Commission for the
Administration of Foreign Exchange, or CADIVI, at official rates of exchange and subject to volume restrictions. These factors limit our
ability to access and transfer liquidity out of Venezuela to meet demands in other countries and also subject us to increased risk of
devaluation or other foreign exchange losses. On December 30, 2010, the Venezuelan government announced an adjustment to the
official CADIVI exchange rate, which resulted in a devaluation of our BsF denominated balances as of December 31, 2010. The
Venezuelan government announced a further devaluation of the BsF relative to the U.S. dollar, effective February 13, 2013, which
resulted in a further devaluation of our BsF denominated balances.

Our substantial indebtedness could adversely affect our financial condition, our cash flow, our ability to operate our business and
could prevent us from fulfilling our obligations under the terms of our indebtedness.

We have a substantial amount of indebtedness. As of December 31, 2012, our total debt, including the debt of our subsidiaries, was
$13,329 million (based on the face value of such indebtedness), excluding unused commitments of $1,300 million under our revolving
credit facility. Despite our substantial amount of indebtedness, we may be able to incur significant additional debt, including secured
and unsecured debt, in the future. Although restrictions on the incurrence of additional debt are contained in the terms of our $4.3 billion
senior secured credit agreement, which includes a $3.0 billion Tranche B Term Loan and a $1.3 billion revolving credit facility, or
Revolving Facility, collectively referred to as the Senior Credit Facilities, in the indenture governing the secured senior notes (which
restricts only secured debt) and in our other financing arrangements, these restrictions are subject to a number of qualifications and
exceptions. The more leveraged we become, the more we are exposed to the further risks associated with substantial leverage described
below.

Our debt levels and financing agreements could have significant negative consequences, including, but not limited to:

making it more difficult to satisfy our obligations, including our obligations with respect to the Senior Credit Facilities and
the secured senior notes;

diminishing our future earnings;
limiting our ability to obtain additional financing;

requiring us to issue debt or raise equity or to sell some of our principal assets, possibly on unfavorable terms, to meet debt
payment obligations;

exposing us to risks that are inherent in interest rate and currency fluctuations because certain of our indebtedness bears
variable rates of interest and is in various currencies;

subjecting us to financial and other restrictive covenants, and if we fail to comply with these covenants and that failure is not
waived or cured, could result in an event of default under our indebtedness;

requiring us to devote a substantial portion of our available cash and cash flow to make interest and principal payments on
our debt, thereby reducing the amount of cash available for other purposes, including for vehicle design and engineering,
manufacturing improvements, other capital expenditures and other general corporate uses;
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limiting our financial and operating flexibility in response to changing economic and competitive conditions or exploiting
strategic business opportunities; and

placing us at a disadvantage compared to our competitors that have relatively less debt and may therefore be better positioned
to invest in design, engineering and manufacturing improvements.

If our debt obligations materially hinder our ability to operate our business and adapt to changing industry conditions, we may lose
market share, our revenues may decline and our operating results may suffer. If we do not have sufficient earnings to service our
indebtedness, we may be required to refinance all or part of our indebtedness, sell assets, borrow more money or sell securities, which
we may not be able to do on acceptable terms if at all.

Restrictive covenants in the agreements governing our indebtedness could adversely affect our business by limiting our operating
and strategic flexibility.

In connection with our refinancing on May 24, 2011, we entered into a term loan agreement in the amount of $3.0 billion, and an
undrawn revolving credit facility in the amount of $1.3 billion. We also issued Secured Senior Notes due in 2019 and 2021 totaling $3.2
billion. Our credit agreement governing our term loan and our revolver, as well as our indenture governing the Secured Senior Notes we
issued contain restrictive covenants that limit our ability to, among other things:

incur or guarantee additional secured and unsecured indebtedness;

pay dividends or make distributions or purchase or redeem capital stock;
make certain other restricted payments;

incur liens;

sell assets;

enter into sale and lease-back transactions;

enter into transactions with affiliates; and

effect a consolidation, amalgamation or merger.

These restrictive covenants could have an adverse effect on our business by limiting our ability to take advantage of financing, mergers
and acquisitions, joint ventures or other corporate opportunities. In addition, the Senior Credit Facilities requires us to maintain a
minimum ratio of borrowing base to covered debt, as well as a minimum liquidity of $3.0 billion, which includes any undrawn amounts
on the Revolving Facility. Also, the Senior Credit Facilities, and the indentures governing the Secured Senior Notes and the senior
unsecured note issued to the VEBA Trust with a face value of $4,587 million, or the VEBA Trust Note, may limit our ability and the
ability of our subsidiaries to incur debt. See Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations —Liquidity and Capital Resources for a further description of our indebtedness. Any new financing may include additional,
and potentially more burdensome, covenants and restrictions on our operations and financial flexibility.

Moreover, if we are unable to comply with the terms applicable to our indebtedness, including all the covenants under the indenture
governing the Secured Senior Notes, the terms of the Senior Credit Facilities or any of our other indebtedness, we may be in default,
which could result in cross-defaults under certain of our indebtedness and the acceleration of our outstanding indebtedness and
foreclosure on our mortgaged properties. If acceleration
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occurred, we may not be able to repay our debt as it is unlikely that we would be able to borrow sufficient additional funds to refinance
our debt. Even if new financing is made available to us in such circumstances, it may not be available on acceptable terms. Non-
compliance with our debt covenants could have a material adverse effect on our business, financial condition and results of operations.

We may not be able to generate sufficient cash to service all of our indebtedness and may be forced to take other actions to satisfy
our obligations under our indebtedness, which may not be successful.

Our ability to generate sufficient cash flow from operations to make scheduled payments on, or to refinance obligations under, our debt
depends on our financial and operating performance, which, in turn, is subject to prevailing economic and competitive conditions and to
financial and business-related factors, including credit ratings, many of which may be beyond our control.

As of December 31, 2012, we had $13,329 million of outstanding indebtedness (based on the face value of such indebtedness),
excluding unused commitments of $1,300 million under our revolving credit facility.

If our cash flow and capital resources are insufficient to fund our debt service obligations, we may have less working capital, and we
may be forced to reduce or delay capital expenditures, sell assets, seek additional equity capital or restructure all or a portion of our
debt. We may not be able to complete any of these on commercially reasonable terms or at all, and even if successful, we still may be
unable to meet our scheduled debt service obligations. In particular, our ability to refinance our indebtedness or obtain additional
financing may be adversely affected by our high levels of debt, prevailing market conditions and the debt incurrence restrictions
imposed by our debt instruments. In the absence of sufficient cash flow and capital resources, we could face substantial liquidity
problems and may be required to dispose of material assets or operations to meet our debt service and other obligations. The indenture
governing the Secured Senior Notes, the terms of the Senior Credit Facilities and certain other debt agreements restrict our ability to
dispose of assets and the use of proceeds from any such disposition. We cannot be assured that we will be able to consummate any asset
sales, or if we do, what the timing of the sales will be or whether the proceeds that we realize will be adequate to meet our debt service
obligations when due or that we will be contractually permitted to apply such proceeds for that purpose. In addition, any failure to make
scheduled payments of interest and principal on our outstanding indebtedness would likely result in a reduction in our credit rating,
which could harm our ability to incur additional indebtedness on commercially reasonable terms, if at all. Our inability to generate
sufficient cash flow to satisfy our debt obligations, or to implement any of these alternative measures, would have a material adverse
effect on our business, financial condition and results of operations.

Laws, regulations and governmental policies, including those regarding increased fuel economy requirements and reduced GHG
emissions, may have a significant effect on how we do business and may adversely affect our results of operations.

In order to comply with government regulations related to fuel economy and emissions standards, we must devote significant financial
and management resources, as well as vehicle engineering and design attention to these legal requirements. We expect the number and
scope of these regulatory requirements, along with the costs associated with compliance, to increase significantly in the future. In the
U.S., for example, governmental regulation is driven by a variety of sometimes conflicting concerns, including vehicle safety, fuel
economy and environmental impact (including GHG emissions). Complying with these regulatory requirements despite competing
policy goals could significantly affect our plans for product development, particularly our plans to further integrate product development
with our industrial partner, Fiat, and may result in substantial costs, including civil penalties, if we are unable to comply fully. They may
also limit the types of vehicles we produce and sell and where we sell them, which can affect our vehicle sales and revenues. These
requirements may also limit the benefits of the Fiat alliance, as we expend financial, vehicle design and engineering resources to the
localization of Fiat vehicle platforms and adapt other Fiat technologies for use in our principal markets in North America, where Fiat
has had a limited presence in recent years.
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Among the most significant regulatory changes we face over the next several years are the heightened requirements for fuel economy
and GHG emissions. CAFE provisions under the EISA, mandate that, by 2025, car and truck fleet-wide average fuel economy must be
materially higher than that required today. In addition, as a result of the recent revelation that certain automakers’ reported fuel
economy ratings that were higher than EPA’ s verification testing showed, EPA has increased its scrutiny of all automakers’ fuel
economy claims. This increased scrutiny could have an effect on the fuel economy ratings of certain of our vehicles, which, in turn,
could affect our consumer perception and sales, and our ability to meet our CAFE obligations in the long-term.

The State of California, through CARB, is implementing its own program to regulate vehicle emissions that would require even further
improved fuel economy. This California program currently has standards established for the 2009 through 2016 model years. Some
additional states and Canadian provinces have also adopted variations of the California emissions standards.

In May 2009, President Obama announced a goal of implementing harmonized federal standards for fuel economy and GHG emissions.
EPA and NHTSA, issued a joint final rule to implement this new federal program in May 2010. These standards apply to passenger cars,
light-duty trucks, and medium-duty passenger vehicles built in model years 2012 through 2016, and CARB has agreed that compliance
with the these federal emissions standards will be deemed compliance with the California emissions standards for the 2012 through
2016 model years. In the absence of these rules, we would be subject to conflicting and in some cases more onerous requirements
enacted by California and adopted by other states. Moreover, in November, 2011, EPA and NHTSA issued a joint rule increasing the
emissions standards from 2017 through 2025, such that the car and truck fleet-wide average fuel economy must achieve 54.5 miles per
gallon by 2025. As with the model year 2012-2016 rule, compliance with the joint rule will be deemed compliance with California
emissions requirements. Implementation of this rule will require us to take costly design actions and implement vehicle technologies
that may not appeal to customers. In addition, if circumstances arise where CARB and EPA regulations regarding GHG emissions and
fuel economy conflict, this too could require costly actions or limit the sale of certain of our vehicles in certain states. We could also be
adversely affected if pending litigation by third parties outside of the automotive industry challenging EPA’ s regulatory authority with
respect to GHGs is successful and as a result, CARB were to enforce its GHG standards.

We are committed to meeting these new regulatory requirements. While we believe that our current product plan will meet the
applicable federal and California GHG/fuel economy standards established through model year 2016, our compliance is dependent on
our ability to purchase the ultra-low global warming potential refrigerant HFO1234yf, which would generate GHG credits pursuant to
EPA’ s GHG rule for model years 2012 through 2016. Manufacturing delays and consequential product shortages outside of our control
could threaten the supply of the refrigerant in sufficient volumes to meet our compliance needs. Moreover, our current vehicle
technology cannot yield the improvement in fuel efficiency necessary to achieve compliance with the requirements of the proposed
2017-2025 joint rule, and certain regulatory provisions dictate that our fleet of vehicles must be combined with the fleet of vehicles
from our industrial partners Fiat Group Automobiles and Maserati vehicles for GHG and CAFE purposes. These matters may cause
additional strain on our ability to comply with those rules. Even in the years leading up to 2016, we may not be able to develop
appealing vehicles that comply with these requirements that can be sold at a competitive price. Our customers may not purchase these
vehicles in the volumes necessary to achieve the proper fleet mix to achieve fuel economy requirements.

Canadian federal emissions regulations largely mirror the U.S. regulations.

The EU promulgated new passenger car CO2 emissions regulations beginning in 2012. This directive sets an industry target for 2020 of
a fleet average measured in grams per kilometer, with the requirements for each manufacturer calculated based on the average weight of
vehicles across its fleet. In addition, some EU member states have adopted or are considering some form of CO2 based vehicle tax,
which may affect consumer preferences for certain vehicles in unpredictable ways, and which could result in specific market
requirements that are more stringent than the EU emissions standards.
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Other countries are also developing or adopting new policies to address these issues. These policies could significantly affect our
product development and international expansion plans and, if adopted in the form of new laws or regulations, could subject us to
significant civil penalties or require that we modify our products to remain in compliance. Any such modifications may reduce the
appeal of our vehicles to our customers.

Additionally, any new regulations could result in substantial increased costs, which we may be unable to pass through to customers, and
could limit the vehicles we design, manufacture and sell and the markets we can access. These changes could adversely affect our
business, financial condition and results of operations. For example, pending litigation may prompt EPA to reexamine the use of
selective catalyst reduction technology in diesel engines. Regulatory constraints on such use could adversely affect our ability to sell
heavy-duty vehicles.

Safety standards set by regulatory authorities, as well as design, safety and quality ratings by widely accepted independent parties
may have a significant negative effect on our costs and our vehicle sales.

Our vehicles must satisfy safety requirements that are developed and overseen by a variety of governmental bodies within the U.S. and
in foreign countries. Our vehicles are also tested by independent vehicle rating programs such as the IIHS. In addition, independent
ratings services such as Consumers Union and J.D. Power and Associates perform reviews on safety, design and quality issues, which
often influence consumers’ purchase decisions.

Meeting or exceeding government-mandated safety standards and improving independent safety, design and quality ratings can be
difficult and costly. Often, safety requirements or desired quality and design attributes hinder our efforts to meet emissions and fuel
economy standards, since the latter are often facilitated by reducing vehicle weight. The need to meet regulatory or other generally
accepted rating standards can substantially increase costs for product development, testing and manufacturing, particularly if new
requirements or testing standards are implemented in the middle of a product cycle, and the vehicle does not already meet the new
requirements or standards.

To the extent that the ratings of independent parties are negative, or are below our competitors’ ratings, our vehicle sales may be
negatively impacted.

We are exposed to ongoing litigation and other legal and regulatory actions and risks in the ordinary course of our business, and we
could incur significant liabilities and substantial legal fees.

In the ordinary course of business, we face a significant volume of litigation as well as other legal claims and proceedings and
regulatory enforcement actions. The results of these legal proceedings cannot be predicted with certainty, and adverse results in current
or future legal proceedings may materially harm our business, financial condition and results of operations, whether because of
significant damage awards or injunctions or because of harm to our reputation and market perception of our vehicles and brands. We
may incur losses in connection with current or future legal proceedings that exceed any provisions we may have set aside in respect of
such proceedings or that exceed any applicable insurance coverage.

Although we design and develop vehicles to comply with all applicable safety standards, compliance with governmental standards does
not necessarily prevent individual or class action lawsuits, which can entail significant costs and risks. For example, whether FMVSS
preempt state common law claims is often a contested issue in litigation, and some courts have found us in breach of legal duties and
liable in tort, even though our vehicles comply with all applicable federal and state regulations. Furthermore, simply responding to
actual or threatened litigation or government investigations regarding our compliance with regulatory standards, even in cases in which
no liability is found, often requires significant expenditures of funds, time and other resources, and may cause reputational harm.

In addition, our vehicles may have “long-tail” exposures, including as a result of potential product recalls and product liability claims,
giving rise to liabilities many years after their sale. Any insurance we hold currently may
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not be available when costs arise in the future and, in the case of harm caused by a component sourced from a supplier, the supplier may
no longer be available to provide indemnification or contribution.

Taxing authorities could challenge our historical and future tax positions as well as our allocation of taxable income among our
subsidiaries.

The amount of income tax we pay is subject to our interpretation of applicable tax laws in the jurisdictions in which we file. We have
taken, and will continue to take, appropriate tax positions based on our interpretation of such tax laws. While we believe that we have
complied with all applicable income tax laws, there can be no assurance that a taxing authority will not have a different interpretation of
the law and assess additional taxes. Should additional taxes be assessed, this may have a material adverse effect on our results of
operations and financial condition.

We conduct sales, contract manufacturing, marketing, distribution and research and development operations with affiliated companies
located in various tax jurisdictions around the world. While our transfer pricing methodologies are based on economic studies that we
believe are reasonable, the transfer prices for these products and services could be challenged by the various tax authorities resulting in
additional tax liabilities, interest and/or penalties, and the possibility of double taxation. To reduce the risk of transfer pricing
adjustments, the Company entered into an advanced pricing agreement, or APA, with Canada that is applicable through 2014. We intend
to seek an extension to the Canadian APA.

We depend on the services of our key executives, the loss of whose skills could materially harm our business. Also, we are in the
process of hiring additional employees, and we may encounter difficulties with hiring sufficient employees with critical skills,
particularly in competitive specialties such as vehicle design and engineering.

Several of our senior executives, including our Chief Executive Officer, Sergio Marchionne, are important to our success because they
have been instrumental in establishing our new strategic direction and implementing our business plan. If we were to lose the services of
any of these individuals this could have a material adverse effect on our business, financial condition and results of operations. We
believe that these executives, in particular Mr. Marchionne, could not easily be replaced with executives of equivalent experience and
capabilities.

In addition, we are currently seeking to hire employees in a number of critical areas, including vehicle design and engineering. We have
experienced some difficulties in hiring and retaining highly skilled employees, particularly in competitive specialties, and we may
experience such difficulties going forward. Due to the potential lack of critical skills in our employee population, we may not be able to
achieve our business plan targets in as cost-effective or efficient a manner as we have projected.

Our collective bargaining agreements limit our ability to modify our operations and reduce costs in response to market conditions.

Substantially all of our hourly employees in the U.S. and Canada are represented by unions and covered by collective bargaining
agreements. We recently negotiated a new collective bargaining agreement with the UAW in 2011 and with the CAW in 2012. As a
practical matter, both these agreements restrict our ability to modify our operations and reduce costs quickly in response to changes in
market conditions during the terms of the agreements. These and other provisions in our collective bargaining agreements may impede
our ability to restructure our business successfully to compete more effectively, especially with those automakers whose employees are
not represented by unions.

Work stoppages at our suppliers’ facilities or other interruptions of production may harm our business.

A work stoppage or other interruption of production could occur at our facilities or those of our suppliers as a result of disputes under
existing collective bargaining agreements with labor unions, or in connection with
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negotiations of new collective bargaining agreements, or as a result of supplier financial distress. A work stoppage or interruption of
production at our facilities or those of our suppliers due to labor disputes, shortages of supplies, or any other reason (including but not
limited to tight credit markets or other financial distress, natural or man-made disasters, or production difficulties) could substantially
adversely affect our financial condition and results of operations.

We depend on our information technology and data processing systems to operate our business, and a significant malfunction or
disruption in the operation of our systems, or a security breach that compromises the confidential and sensitive information stored in
those systems, could disrupt our business and adversely impact our ability to compete.

Our ability to keep our business operating effectively depends on the functional and efficient operation of our enterprise resource
planning and telecommunications systems, including our vehicle design, manufacturing, inventory tracking and billing and collection
systems. We rely on these systems to make a variety of day-to-day business decisions as well as to track transactions, billings, payments
and inventory. Such systems are susceptible to malfunctions and interruptions due to equipment damage, power outages, and a range of
other hardware, software and network problems. Those systems are also susceptible to cybercrime, or threats of intentional disruption,
which are increasing in terms of sophistication and frequency. For any of these reasons, we may experience systems malfunctions or
interruptions. Although our systems are diversified, including multiple server locations and a range of software applications for different
regions and functions, and we are currently undergoing an effort to assess and ameliorate risks to our systems, a significant or large-
scale malfunction or interruption of our computer or data processing systems could adversely affect our ability to manage and keep our
operations running efficiently, and damage our reputation if we are unable to track transactions and deliver products to our dealers and
customers. A malfunction that results in a wider or sustained disruption to our business could have a material adverse effect on our
business, financial condition and results of operations.

We are currently in the process of transitioning, retiring or replacing a significant number of our software applications at an accelerated
rate, an effort that will continue in future years. These applications include, among others, our engineering, finance, procurement and
communication systems. During the transition periods, and until we fully migrate to our new systems, we may experience material
disruptions in communications, in our ability to conduct our ordinary business processes and in our ability to report out on the results of
our operations. Though we are taking commercially reasonable steps to transition our data properly and to assess and minimize risk
during this process, we may lose significant data in the transition, or we may be unable to access data for periods of time without
forensic intervention. Loss of data may affect our ability to continue ongoing business processes according to the dates in our business
plan, or could affect our ability to file timely reports required by a wide variety of regulators, including the U.S. Securities and
Exchange Commission, or SEC. Our ability to comply with the requirements of the Sarbanes-Oxley Act, to the extent required of us,
may also be compromised.

In addition to supporting our operations, we use our systems to collect and store confidential and sensitive data, including information
about our business, our customers and our employees. As our technology continues to evolve, we anticipate that we will collect and
store even more data in the future, and that our systems will increasingly use remote communication features that are sensitive to both
willful and unintentional security breaches. Much of our value is derived from our confidential business information, including vehicle
design, proprietary technology and trade secrets, and to the extent the confidentiality of such information is compromised, we may lose
our competitive advantage and our vehicle sales may suffer. We also collect, retain and use personal information, including data we
gather from customers for product development and marketing purposes, and data we obtain from employees. In the event of a breach in
security that allows third parties access to this personal information, we are subject to a variety of ever-changing laws on a global basis
that require us to provide notification to the data owners, and that subject us to lawsuits, fines and other means of regulatory
enforcement. Our reputation could suffer in the event of such a data breach, which could cause our customers to purchase their vehicles
from our competitors. Ultimately, any compromise in the integrity of our data security could have a material adverse effect on our
business.
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Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

We own or lease 33 principal manufacturing facilities, of which 22 are located in the U.S., six in Mexico, four in Canada and one in
South America. These manufacturing facilities primarily include vehicle assembly plants, powertrain plants, and metal stamping plants.
Our manufacturing facilities in the U.S. are primarily located in Michigan, Indiana, Ohio, and Illinois. We own our principal
engineering and research facilities and general offices, which are located in Auburn Hills, Michigan and include approximately

5.4 million square feet on 465 acres, including our 4.8 million square foot technology center.

We own proving grounds located in Michigan and Arizona, which allow us to test vehicle performance and safety in a wide variety of
environments. We operate several parts distribution facilities primarily located in the U.S., Canada, Mexico and other international
locations. These locations facilitate the distribution of service and accessory parts to our dealer network and include a combination of
owned and leased facilities.

We own or lease various dealership and vehicle storage properties in the U.S., Canada and Japan, which we in turn lease to our dealers.
Our warehouses and sales offices are primarily leased and are located in various states throughout the U.S. and in Canada, Mexico and
other international locations.

Our principal engineering and research facilities and general offices are encumbered by a mortgage given to secure a loan on our
Auburn Hills headquarters. Substantially all of our owned facilities and principal properties located in the U.S., subject to certain
exceptions, are encumbered by the Senior Credit Facilities and the Secured Senior Notes. Certain of our owned facilities in Mexico have
been placed in special purpose trusts to secure the repayment of the Mexican development banks credit facilities. See Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations —Liquidity and Capital Resources for
additional information.

We believe that our properties are suitable and adequate for the manufacture, assembly, distribution and sale of our products. As part of
our strategic planning and operations, we monitor our production capacity in relation to developing and anticipated industry changes
and market conditions. We also adjust our capacity by selling, expanding or downsizing various production facilities or by adding or
eliminating shifts, subject to restrictions contained in our collective bargaining agreements with unions.

Item 3. Legal Proceedings.

Various legal proceedings, claims and governmental investigations are pending against us on a wide range of topics, including vehicle
safety; emissions and fuel economy; dealer, supplier and other contractual relationships; intellectual property rights; product warranties
and environmental matters. Some of these proceedings allege defects in specific component parts or systems (including air bags, seats,
seat belts, brakes, ball joints, transmissions, engines and fuel systems) in various vehicle models or allege general design defects relating
to vehicle handling and stability, sudden unintended movement or crashworthiness. These proceedings seek recovery for damage to
property, personal injuries or wrongful death, and in some cases include a claim for exemplary or punitive damages. Adverse decisions
in one or more of these proceedings could require us to pay substantial damages, or undertake service actions, recall campaigns or other
costly actions.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART I1

Item S. Market for Registrant’ s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.

There is no public market for our common equity. On January 1, 2013, in accordance with our LLC Operating Agreement, the Class B
Membership Interests outstanding on that date were converted into a proportionate number of Class A Membership Interests. As of
March 7, 2013, there were two holders of our Class A Membership Interests.

We have issued no cash dividends or distributions, other than certain state taxes withheld on behalf of our members as required by state
statutes, on our Class A Membership Interests or our previously issued Class B Membership Interests in the two most recent fiscal
years.

Both our senior secured credit agreement and the indenture governing our secured senior notes contain limitations on our ability to
make restricted payments, including a limit on declaring dividends or making distributions to our members. Each of these agreements is
filed as an exhibit to this report.

The following sets forth information regarding our equity compensation plans as of December 31, 2012:

Equity Compensation Plan Information

(©
Number of Securities
Remaining Available for

(a) (b) Future Issuance Under
Number of Securities to Weighted Average Equity Compensation
be Issued Upon Exercise Exercise Price of Plans (Excluding
of Outstanding Options, Outstanding Options, Securities Reflected in
Plan Category Warrants and Rights Warrants and Rights Column (a))
Equity compensation plans
approved by security
holders - - =
Equity compensation plans
not approved by
security holders 31,097 (1) -2) 12,663 (3)
Total 31,097 = 12,663

(1) The amount reported in the table consists of the units granted under our Restricted Stock Unit Plan, the Amended and Restated
Chrysler Group LLC Directors’ Restricted Stock Unit Plan and the 2012 Long Term Incentive Plan, or collectively the Plans.
Under the Plans, each unit represents the right to receive a Chrysler Group Unit, which represents 1/600th of the value of a
Class A Membership Interest on a fully diluted basis. Since there is currently no publicly observable trading price for our
membership interests, we periodically conduct valuations of our Class A Membership Interests’ fair value. The number reported
in the table represents the number of Class A Membership Interests determined by dividing 18,658,326, the number of Chrysler
Group Units related to outstanding units issued under the Plans as of December 31, 2012, by 600. Prior to an initial public
offering of equity securities, or IPO, all payments under the Plans are settled solely in cash and, on or after an IPO, payment may
be in cash or publicly traded stock as determined by the Company in its sole discretion. For a description of our share-based
compensation plans, see Item 11. Executive Compensation —Compensation Discussion and Analysis —Compensation Components
—Director Compensation and Note 16, Share-Based Compensation, of our accompanying audited consolidated financial
Statements.

(2)  The units issued under the Plans do not require any payment by the holder to the Company at the time of vesting or otherwise and,
accordingly, there is no weighted-average exercise price information reported in column (b).

(3)  The number reported in the table represents the number of Class A Membership Interests determined by dividing 7,597,694, the
number of Chrysler Group Units remaining available for grant as of December 31, 2012, by 600.
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Item 6. Selected Financial Data.

The following sets forth selected financial data of Chrysler Group (Successor) and Old Carco (Predecessor). The selected financial data
has been derived from:

Chrysler Group’ s accompanying audited consolidated financial statements as of and for the years ended December 31, 2012,
2011 and 2010 (Successor);

Chrysler Group’ s audited consolidated financial statements as of December 31, 2009 and for the period from June 10, 2009
to December 31, 2009 (Successor), which are not included in this report; and

Old Carco’ s audited consolidated financial statements as of June 9, 2009 and December 31, 2008 and for the period from
January 1, 2009 to June 9, 2009 and the year ended December 31, 2008 (Predecessor), which are not included in this report.

Chrysler Group was formed on April 28, 2009. On June 10, 2009, we purchased the principal operating assets and assumed certain
liabilities of Old Carco and its principal domestic subsidiaries, in addition to acquiring the equity of Old Carco’ s principal foreign
subsidiaries, in the 363 Transaction approved by the bankruptcy court. Chrysler Group represents the successor to Old Carco for
financial reporting purposes. Old Carco represents the Predecessor to Chrysler Group for financial reporting purposes.

Refer to Item 1. Business for additional discussion of Chrysler Group’ s background and formation.
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Successor J Predecessor
Year Ended Year Ended Year Ended Period from Period from
December 31, December 31, December 31, June 10, 2009 to January 1, 2009 Year Ended
2012 2011 2010 December 31, 2009 to June 9, 2009 December 31, 2008
(in millions of dollars) (in millions of dollars)
Consolidated Statements of
Operations Data:
Revenues, net $ 65,784 $ 54,981 $ 41,946 $ 17,710 $ 11,082 $ 48,477
Gross margin 10,434 8,559 6,060 1,599 (1,934) 1,928
Selling, administrative and
other expenses 5,179 4,751 3,797 4,336 1,599 3,991
Research and development
expenses, net 2,324 1,674 1,500 626 452 1,525
Restructuring (income)
expenses, net (1) (61) 3 48 34 (230) 1,306
Interest expense (2) 1,094 1,238 1,276 470 615 1,080
Loss on extinguishment of
debt 3) - 551 - - - -
Impairment of brand name
intangible assets (4) - - - - 844 2,857
Impairment of goodwill (5) - - - - - 7,507
Reorganization expenses,
net (6) = = = = 843 =
Net income (loss) 1,668 183 (652) (3,785) (4,425) (16,844)
Consolidated Statements of
Cash Flows Data:
Cash flows provided by
(used in):
Operating activities $ 5,821 $ 4,603 $ 4,195 $ 2,335 $ (7,130) $ (5,303)
Investing activities (3,557) (1,970) (1,167) 250 (404) (3,632)
Financing activities (251) (405) (1,526) 3,268 7,517 1,058
Other Financial Information:
Depreciation and amortization
expense $ 2,701 $ 2,876 $ 3,051 $ 1,587 $ 1,537 $ 4,808
Capital expenditures 3,633 3,009 2,385 1,088 239 2,765
Consolidated Balance Sheets
Data at Period End:
Cash, cash equivalents and
marketable securities $ 11,614 $9,601 $ 7,347 $ 5,877 $ 1,845 $ 1,898
Restricted cash 371 461 671 730 1,133 1,355
Total assets 40,971 37,543 35,449 35,423 33,577 39,336
Current maturities of financial
liabilities 456 230 2,758 1,092 2,694 11,308
Long-term financial liabilities 12,147 12,344 10,973 8,459 1,900 2,599
Members’ deficit (7,259) (6,035) (4,489) (4,230) (16,562) (15,897)
Other Statistical Information
(unaudited):
Worldwide factory shipments
(in thousands) (7)(9) 2,409 2,011 1,602 670 381 1,987
Net worldwide factory
shipments (in thousands)
(8)(9) 2,432 1,993 1,581 672 459 2,065
Worldwide vehicle sales (in
thousands) (9) 2,194 1,855 1,516 725 593 2,007
U.S. dealer inventory at period
end (in thousands) 427 326 236 179 246 398
Number of employees at
period end (10) 65,535 55,687 51,623 47,326 48,237 52,191

(1) Old Carco initiated multi-year recovery and transformation plans aimed at restructuring its business in 2007, which were refined in 2008 and 2009 due to depressed
economic conditions and decreased demand for its vehicles. We have continued to execute the remaining actions initiated by Old Carco. For additional information

refer to Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations —Results of Operations.
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Interest Expense for the period from January 1, 2009 to June 9, 2009 excludes 357 million of contractual interest expense on debt subject to compromise.

In connection with the May 2011 repayment of our outstanding obligations under the U.S. Treasury first lien credit facilities, or U.S. Treasury credit facilities, and
the Export Development Canada Credit Facilities, or EDC credit facilities, we recognized a $551 million loss on extinguishment of debt. The charges consisted of the
write off of $136 million of unamortized discounts and 334 million of unamortized debt issuance costs associated with the U.S. Treasury credit facilities and $367
million of unamortized discounts and $14 million of unamortized debt issuance costs associated with the EDC credit facilities.

Old Carco recorded indefinite-lived intangible asset impairment charges of $844 million and 32,857 million during the period from January 1, 2009 to June 9, 2009
and the year ended December 31, 2008, respectively, related to its brand names. The impairments were primarily a result of the significant deterioration in Old
Carco’s revenues, the ongoing volatility in the U.S. economy, in general, and in the automotive industry in particular, and a significant decline in its projected
production volumes and revenues considering the market conditions at that time.

In 2008, Old Carco recorded a goodwill impairment charge of $7,507 million, primarily as a result of significant declines in its projected financial results
considering the deteriorating economic conditions and the weakening U.S. automotive market at that time.

In connection with Old Carco’s bankruptcy filings, Old Carco recognized $843 million of net losses during the period from January 1, 2009 to June 9, 2009, from
the settlement of pre-petition liabilities, provisions for losses resulting from the reorganization and restructuring of the business, as well as professional fees directly
related to the process of reorganizing Old Carco and its principal domestic subsidiaries under Chapter 11 of the U.S. Bankruptcy Code. These losses were partially
offset by a gain on extinguishment of certain financial liabilities and accrued interest.

Represents vehicle sales to our dealers, distributors, contract manufacturing customers and fleet customers. For additional information refer to Item 7.
Management’ s Discussion and Analysis of Financial Condition and Results of Operations —Worldwide Factory Shipments.

Represents vehicle sales to our dealers, distributors, contract manufacturing customers and fleet customers adjusted for Guaranteed Depreciation Program, or GDP,
vehicle shipments and auctions. For additional information refer to Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations —Worldwide Factory Shipments.

Vehicles manufactured by Chrysler Group for other companies, including for Fiat, are included in our worldwide factory shipments and new worldwide factory
shipments, however, they are excluded from our worldwide vehicles sales.

(10) The number of employees provided for June 9, 2009 is as of June 30, 2009.
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Item 7. Management’ s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion of our financial condition and results of operations should be read together with the information included
under Item 1. Business, Item 6. Selected Financial Data and our accompanying audited consolidated financial statements and related
notes thereto. This discussion contains forward-looking statements and involves numerous risks and uncertainties, including, but not
limited to, those described under —Disclosure Regarding Forward-Looking Statements and Item 1A. Risk Factors. Actual results may
differ materially from those contained in any forward-looking statements.

Overview of our Operations and Formation

We generate revenues, income and cash primarily from our sales of Chrysler, Jeep, Dodge and Ram vehicles and Mopar service parts
and accessories to dealers and distributors for sale to retail and fleet customers. As part of our industrial alliance with Fiat, we also
manufacture Fiat vehicles, which we sell to Fiat or distribute ourselves throughout North America. The majority of our operations,
employees, independent dealers and vehicle sales are in North America, principally in the United States. Approximately 10 percent of
our vehicle sales in 2012 were outside North America, mostly in Asia Pacific, South America and Europe. We also generate revenues,
income and cash from the sale of separately-priced service contracts to consumers and from providing contract manufacturing services
to other vehicle manufacturers. Our dealers enter into wholesale financing arrangements to purchase vehicles to hold in inventory for
sale to retail customers. Our retail customers use a variety of finance and lease programs to acquire vehicles from our dealers.

We began operations on June 10, 2009, following our purchase of the principal operating assets of Old Carco in connection with the
U.S. Bankruptcy Court-approved 363 Transaction. As a key part of that transaction, we entered into an industrial alliance with Fiat that
provides for collaboration in a number of areas, including product platform sharing and development, global distribution, procurement,
information technology infrastructure and process improvement. See ltem 1. Business —Chrysler Group Overview for a description of
the circumstances surrounding our formation and the Fiat alliance for additional information.

Progress on our Strategic Business Plan in 2012

In November 2009, we announced our business plan and related performance targets for the 2010 through 2014 period. Our business
plan focuses on a number of initiatives designed to bring significant changes to our business by leveraging our alliance with Fiat. These
targets included: upgrading our product innovation, quality and safety; rejuvenating and refining our brands; improving processes in
procurement, supply chain management and manufacturing; enhancing our information technology infrastructure; optimizing our dealer
network and global distribution strategy; and building a workforce culture of high performance.

We have made significant progress against our stated business plan objectives as they related to:

Product Development. We have made meaningful strides in rationalizing our product mix to produce a range of desirable
vehicles with improved fuel economy. Where feasible, we have leveraged the use of common platform architectures and
technologies with Fiat. Following these principles, we have completed an extensive renewal of our product lineup with the
launch of over 20 new or significantly refreshed vehicles since our formation in mid-2009. Among those vehicles, we began
selling the widely-acclaimed new Jeep Grand Cherokee, and we worked in cooperation with Fiat to launch our first vehicle in
the mini-segment, the eco-friendly Fiat 500.

In 2012, we launched the new, fuel-efficient Dodge Dart, the first vehicle built on the CUSW platform that we co-developed
with Fiat. We plan to use the CUSW platform for the all-new Jeep Cherokee in 2013, and for all of our future C- and D-
segment vehicles, except the body-on-frame Jeep Wrangler. We expect that widespread use of this platform will reduce the
total number of our passenger car and
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utility vehicle platforms from 11 in 2010 to seven by the end of 2014, three of which will be shared with Fiat. We plan to
continue to use other platforms for our medium-duty and chassis cab trucks, as well as for the new SRT Viper we launched
this year. We expect to garner savings from common sourcing for shared platform technology, and expect that benefit will
continue to grow with the wider deployment of such common architectures.

For the third consecutive year, Ward’s Auto recognized our Pentastar V-6 as one of the “10 Best Engines” for the coming
model year. Because of this engine’ s flexible architecture, we are able to deploy it across our product portfolio, which
affords us significant efficiencies in manufacturing and logistics. The engine contributes to greater fuel efficiency in our Jeep
Grand Cherokee, Chrysler 300 and Town and Country, and 11 other models. This engine is also utilized in the Fiat Freemont
and Lancia Voyager, and we plan to use it in the Ram ProMaster commercial van beginning in 2013. By January 2012, we
had produced one million of these engines to meet growing demand, and we have taken several steps to increase our
manufacturing capacity. We also manufacture the 1.4L FIRE engine for use in the Fiat 500 that we began selling in 2011.
Finally, we continue our efforts to broaden the offerings for our Tigershark engine, and to combine it with Fiat technology.
Additional progress on our efforts to develop and implement technologies in tandem with Fiat are detailed in Item 1.
Business —Research, Development and Intellectual Property.

Product Quality. We believe we are making significant inroads in our efforts to enhance product quality and reliability. We
have improved the quality of our interiors, implemented a multitude of improvements in our manufacturing processes and
quality control through WCM, and have doubled the number of test miles for all our vehicles. Due to increased reliability,
our warranty claims have fallen by over thirty percent since our formation in mid-2009, and are down nearly sixty percent
from 2007. Additionally, our customer surveys indicate that these improvements, coupled with enhanced customer service,
have increased Chrysler Group vehicle owners’ satisfaction with our products and willingness to recommend our brands to
their friends and families.

These changes have also continued to translate into improved third-party ratings and a number of awards recognizing the
desirability and strong residual values of our vehicles. In 2012, our new Ram 1500 received both the Motor Trend “Truck of
the Year” and the North American International Auto Show “Truck/Utility of the Year.” Our Jeep Grand Cherokee has
received more awards than any other SUV. Finally, 12 of our 2012 vehicles were designated as Top Safety Picks by the ITHS,
as compared to five of our 2010 models.

Enhancing Our Brands. We are continuing to focus heavily on building the value of our brands as a means to increase sales
of our vehicles and service parts to minimize our reliance on sales incentives. This effort has included our multi-year
campaign to strengthen our Chrysler, Jeep, Dodge and Mopar brands, to develop Ram as a separate brand, to add the SRT
designation for select performance vehicles, and to reintroduce the Fiat brand in the U.S. and Canadian markets.

Our marketing efforts, particularly our “Imported from Detroit” campaign, garnered significant attention and accolades for
us throughout 2011 and 2012. Though the campaign centered on the Chrysler brand, the momentum of the advertisements
elevated all our brands and enhanced our company image. In 2012, we launched additional campaigns to support the launch
of the Dodge Dart, to increase global awareness of the Jeep brand and to better target potential Ram buyers. During that year,
we had record worldwide Jeep brand sales of 702,000 vehicles, a 19 percent increase over the prior year. In addition, the Ram
brand’ s market share increased 1.5 percentage points in the highly competitive U.S. large pick-up truck market, which
included significant sales to conquest buyers. We believe our substantial investment in marketing has contributed to the 21
percent increase in our U.S. vehicle sales in 2012.
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We have continued to have each brand headed by a single individual with responsibility for the brand’ s identity and product
portfolio. The head of each brand is responsible for ensuring that each vehicle within that brand’ s product lineup reflects
brand attributes such as distinct appearance, capability, performance, content, ride and handling. In addition, we have
separated advertising and marketing efforts for each brand to further underscore brand differentiation.

In 2013, we will continue to invest in our brands and are turning our focus to “giving back,” a theme captured in our recently
launched campaigns that emphasize the historical ties of the Jeep brand to the U.S. military and the long-standing
relationship of the Ram brand and the Future Farmers of America Organization.

As with our own brands, our management of the Fiat brand for the North American market is headed by a single individual.
We and Fiat are jointly responsible for determining strategies, policies and plans relating to this part of our portfolio and
Chrysler Group is responsible for management and implementation of such plans and policies.

Optimizing our U.S. Dealer Network. We have largely completed the consolidation of our dealer network, with 91 percent of
our Chrysler, Jeep, Dodge and Ram dealers now selling all four brands of our vehicles in one strategically selected location.
We are currently working to strengthen the network by closing gaps in geographical coverage, solidifying dealer financials
and profitability, modernizing sales and service facilities, and increasing diversity, all of which we believe will continue to
increase per-dealer sales. As of December 31, 2012, we had 2,570 U.S. dealers in our network, of which 2,370 were Chrysler,
Jeep, Dodge and Ram dealers. We had 200 independent Fiat dealerships in the U.S., of which 175 are owned by our Chrysler,
Jeep, Dodge and Ram dealers. In 2012, approximately 87 percent of the U.S. dealers in our dealer network reported to us that
they were profitable. This compares to approximately 86 percent in 2011, 82 percent in 2010 and 70 percent in 2009. The
average profit per dealer is at its highest mark in ten years.

Now more profitable, and with access to available capital on reasonable terms, our dealers are increasingly willing to make
the significant investments necessary to attract customers, which have involved construction, renovation, and maintenance of
modern sales and service facilities that are equipped with state-of-the-art diagnostic equipment, tools and information
management systems, and are staffed by well-trained sales and service personnel. Since we began operations in June 2009,
dealers in our network have committed to invest $670 million in new construction and major renovations to their Chrysler,
Jeep, Dodge and Ram dealerships. In addition, our Fiat dealers have invested over $160 million in new, state-of-the-art
facilities.

We continue to focus heavily on increasing diversity among the owners of our dealerships to better reflect and serve the
communities in which they are situated. We are a leader among our competitors in this regard, with more than 6 percent of
our dealerships minority owned and operated. We have achieved this level of diversity through our unique 18-month
education program that prepares high-potential minority candidates to own and successfully operate a dealership.

Maximizing Efficiency through World Class Manufacturing. In 2012, we invested approximately $205 million in our
manufacturing plants to improve the infrastructure, efficiency and quality of our production systems. This investment, which
was incremental to the investments we made for our new model launches, was part of our continued effort to apply WCM
principles to our manufacturing operations. WCM fosters a manufacturing culture that targets improved performance, safety
and efficiency, as well as the elimination of all types of waste.

Our progress toward achieving WCM goals is verified by WCM experts, who measure our plants’ performance against 20
categories of pre-determined WCM metrics. In 2012, four Chrysler facilities
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achieved WCM Bronze Award status (Dundee Engine, Windsor Assembly, Toledo Assembly Complex, and Saltillo
Assembly). We conducted 46 WCM reviews in 2012, and we are planning for 59 in 2013. Beginning in 2012, we also
engaged key suppliers in the pilot phase of WCM Lite, a program through which suppliers can learn and incorporate WCM
principles in their own operations.

Our integration of WCM enabled us to launch several new vehicles in 2012, while also increasing our manufacturing pace to
grow our shipments from 2.0 million in 2011 to 2.4 million in 2012, in line with our business plan. We also utilized WCM
principles to guide the production launch of the new 8-Speed transmission at the Kokomo Transmission Plant, and to
introduce the 3-crew operating pattern at Jefferson North Assembly Plant, which helps us generate more volume without
significantly increased labor costs. Despite these demands on our operations, we have continued to drive process
improvement in our plants. In 2012, we reduced the frequency of injuries by 26 percent, and we recognized manufacturing
cost productivity improvement of seven percent. In addition, we made significant strides in manufacturing quality, advancing
the dimensional control of our processes to achieve better consistency in fit and finish during assembly and stamping
processes.

In January 2012, we opened the WCM Academy, a training facility designed to transfer WCM know-how to participants
using automated learning modules and a variety of hands-on simulation techniques. The WCM Academy delivered training
to more than 3,400 employees across 34 courses in 2012. Participants who attend the full program commit to leading a
follow-up WCM project in their home plant, and then return to the academy to verify and share their results. In addition to
Academy-based training, 51 in-plant workshops were conducted to further advance WCM methodology and tool usage.

Procurement. We have established joint purchasing programs with Fiat that are designed to yield preferred pricing and
supplier responsiveness, particularly with respect to shared parts and common suppliers. This joint sourcing has yielded
benefits that span both direct and indirect procurement, from powertrain components and robots, to computer equipment and
corporate expenses. Working with Fiat’ s automotive and industrial affiliates, the alliance provides the opportunity to develop
global commodity and supplier strategies, which allow us to leverage our combined annual direct purchasing power of
approximately $96 billion in 2012. For example, in utilizing the shared CUSW platform for the Dodge Dart, we were able to
negotiate tiered reductions in part costs. As volume grows with sales of the Dodge Dart and launches of subsequent vehicles
based on the same platform, we expect to realize savings on these common parts. We are currently also working on a global
component standardization initiative with Fiat. As we deploy these standardized components across our vehicle lines, we
expect to realize additional savings in development, investment and variable cost.

Supply Chain Management. In 2012, we continued to maintain the discipline in our supply chain function that began with the
implementation of our business plan in 2010. Our supply chain management function coordinates efforts to accurately
forecast demand, manage the materials and vehicle ordering processes, track plant capacity, schedule production, allocate
product inventory and arrange transportation logistics. Supply chain management is important in preventing potentially
costly oversupply or undersupply conditions. Our continued rigor and process improvement in this area has enabled us to
rapidly grow our shipments from 1.6 million vehicles in 2010 to 2.4 million vehicles in 2012. At the same time, our
improved efficiency in logistics has helped us to improve our 2012 fuel economy for our internal fleet of trucks by 8 percent
over our 2010 figures, substantially reducing our CO2 emissions on a per vehicle produced basis, in line with the Company’ s
commitment to sustainability.
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Our supply chain management also monitors our dealers’ vehicle inventory levels to maintain availability of vehicles to
facilitate sales, while at the same time preventing excess dealer stock to avoid the need for increased dealer and retail
incentives. Since our formation in 2009, we have experienced significant growth in volumes. We have also faced many
challenges in forecasting sales patterns given the launch of over 20 new and significantly refreshed vehicles, including most
recently, the all-new Dodge Dart and the new Ram 1500. We have nevertheless continued to manage U.S. dealer vehicle
inventory levels more in line with market demand and finished the year with 73 days supply (number of units in dealer
inventory divided by the daily selling rate for December 31, 2012). Our days supply is up from 64 days supply as of
December 31, 2011 due to the Dodge Dart and Ram 1500 launches.

Global Distribution. We have made significant progress on our plan to increase our sales of vehicles and service parts outside
of North America by leveraging the Fiat alliance to provide better access to key markets in Europe and South America. In
June 2011, Fiat became the general distributor of our vehicles and service parts in Europe, where it sells our products through
a network of newly appointed dealers. As contemplated by that plan, we are producing and selling several of our vehicle
models and related service parts to Fiat for significantly expanded distribution in Europe, including a range of Jeep models
and several Chrysler brand vehicle models sold under Fiat’ s Lancia brand.

In addition, in July 2011, we began producing the Fiat Freemont, a utility vehicle based on the Dodge Journey, which Fiat
distributes in Europe. We have also implemented strategies by which we are benefitting from Fiat’ s longstanding presence in
Brazil, the largest automotive market in South America. In that regard, Fiat is also distributing the Chrysler Group
manufactured Fiat Freemont in Brazil, and is selling a portion of the Fiat 500 vehicles that we manufacture in Mexico
through its dealer network in Brazil and Argentina. Fiat is also selling a portion of the Fiat 500 vehicles we manufacture in
Mexico through its dealers in China. Fiat added the Fiat Freemont to its portfolio in China in 2012.

As the exclusive distributor of Fiat in North America, we began distributing Fiat vehicles in Mexico in 2010, and we are now
producing and selling the Fiat 500 throughout North America. We began to distribute Alfa Romeo vehicles in Mexico in
2011, and we will also be the exclusive distributor for Alfa Romeo in the U.S. and Canada. We are also taking on the
distribution of Fiat vehicles outside North America in those regions where our dealer networks are better established. In
January 2012, we began distributing Fiat vehicles and service parts through our international distribution center in Russia,
and in May 2012, we began to distribute Fiat vehicles and service parts in Australia and New Zealand. We also began to
distribute Fiat vehicles in Japan during 2012 and South Korea during 2013. As a result of this increased global activity, our
sales outside of North America grew from 196,000 in 2011 to 277,000 in 2012, including sales of vehicles manufactured by
us and sold by Fiat as Fiat- and Lancia-branded vehicles.

Finally, we are exploring additional opportunities for the local production and expansion of the sale of Chrysler Group
vehicles and service parts in growing and emerging markets, such as China and Russia, in connection with Fiat’ s efforts to
establish or expand manufacturing and distribution activities in those markets. To that end, we licensed certain technology to
Fiat for a vehicle that a Fiat joint venture began to produce in China in 2012, and we are now selling related service parts to
that joint venture. In 2014, we expect to participate in an arrangement with Fiat to build a Jeep vehicle in China to be sold
only in China.

Management Structure. At the time of our formation, we implemented a flatter management structure so that each functional
area of our business reports directly to the Chief Executive Officer. To facilitate collaboration and enhance speed of decision-
making, two management committees chaired by our Chief Executive Officer meet regularly to consider significant
operational matters. Our Product Committee oversees capital investment, engineering and product development, while our
Commercial
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Committee oversees matters related to sales and marketing. Both committees include the managers of each of our brands,
each of whom also has a separate functional responsibility across all the brands. We believe this matrix system has fostered
cooperation and information sharing and further speeds decision-making. For example, the head of the Jeep brand is also the
head of international operations for all our brands, and the head of our Dodge brand is also responsible for sales in the U.S.
and Canada for all of our brands.

In addition, we recently formed a third management committee, the Industrial Committee, to coordinate and expedite the
mitigation of operational risks associated with the production and distribution of our vehicles. This committee, which
consists of our industrial heads, is similarly chaired by our Chief Executive Officer.

In September 2011, Fiat formed a management committee, known as the GEC, to oversee and enhance the operational
integration of all Fiat affiliates, including Chrysler Group. Drawing leaders from both Chrysler Group and Fiat, the GEC has
helped both parties to maximize the benefits of the Fiat alliance, but has allowed us to continue to independently govern our
business decisions to ensure value for our members. See ltem 13. Certain Relationships and Related Transactions, and
Director Independence —Polices and Processes for Transactions Involving Related Parties for more information regarding
the governance processes related to our operational integration with Fiat.

Our business plan also includes targets related to increased liquidity. On May 24, 2011, we completed a refinancing transaction whereby
we entered into a $4.3 billion senior secured credit agreement, which includes a $3.0 billion Tranche B Term Loan and a $1.3 billion
undrawn revolving credit facility. In addition, we issued $3.2 billion of secured senior notes. The net proceeds received from the
refinancing transaction, along with the proceeds received from Fiat’ s concurrent exercise of its incremental equity call option, and cash
generated from our operations, were used to repay all amounts outstanding under the U.S. Treasury and EDC credit facilities. Refer to
~Liquidity and Capital Resources —Liquidity Overview and specifically to ~Repayment of U.S. Treasury and Export Development
Canada Credit Facilities and —Senior Credit Facilities and Secured Senior Notes below, for additional information regarding our
current sources of liquidity and capital resources and refinancing transaction.

See Item 1. Business —Chrysler Group Overview and Item 13. Certain Relationships and Related Transactions, and Director
Independence —Transactions with Fiat for additional information regarding our progress in implementing our business plan.

Trends, Uncertainties and Opportunities

Rate of U.S. Economic Recovery. The U.S. economy has not yet fully recovered from the recession that developed in late 2007 and
culminated in the severe global credit crisis in 2008 and 2009. The high unemployment rates that developed during that period have
fallen off slowly over the past several years, and the U.S. economy has grown moderately at best. Coupled with concern over events
such as the “fiscal cliff” at the end of 2012, and sequestration in early 2013, and sustained economic weakness in several parts of the
world, consumer confidence levels in the U.S. remain depressed. As a result, despite the aging car parc, consumers have remained
hesitant to purchase new vehicles. Vehicle sales in 2012, at a U.S. seasonally adjusted annualized sales rate, or SAAR, level of

14.8 million, still remain well below the 16.5 million in 2007. For the past several years, we have conservatively estimated U.S. SAAR
levels, but our estimate of 15.5 million vehicles for 2013 is aligned with other industry estimates. Our ability to meet our performance
targets in 2013 and future years will depend more heavily than ever on whether our estimates of growth are accurate, and whether we
continue to capture greater market share as that growth unfolds.

Product Development and Launches. Since our formation in mid-2009, we have launched more than 20 new and significantly refreshed
vehicles. Despite this strong cadence, we are still suffering the effects of the long
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interruption in Old Carco’ s launch of new and significantly refreshed products, particularly during 2008 and 2009. Until our lineup
consists of more competitive vehicles desired by consumers, particularly with respect to passenger cars, we will have to continue this
accelerated pace of new vehicle launches. This challenging product development and launch schedule depends heavily on continued
successful collaboration with Fiat, particularly in terms of sharing vehicle platforms. During the development of these new offerings,
despite the pace, we must also heed our commitment to improved quality. Moreover, our ability to continue to make the necessary
investments in product development to achieve these plans depends in large part on the market acceptance and success of the new and
significantly refreshed vehicles we introduced early in the process.

Pricing. Our profitability depends in part on our ability to maintain or increase margins on the sale of vehicles, while operating in an
automotive industry that has intense price competition resulting from the wide variety of available competitive vehicles and
manufacturing overcapacity. Historically, manufacturers have competed for vehicle sales by offering dealer, retail and fleet incentives,
including cash rebates, option package discounts, guaranteed depreciation programs, and subsidized financing or leasing programs, all
of which constrain margins on vehicle sales. Although we will continue to use such incentives to generate sales for particular models in
particular geographic regions during specific time periods, we are focusing on achieving higher sales volumes by building brand value,
balancing our product portfolio by offering smaller vehicle models, and improving the content, quality and performance of our vehicles.
Throughout 2010, our U.S. retail average net transaction price increased and our average incentive per unit decreased, as adjusted for
changes in model mix over the period, due to favorable content mix and net price discipline. We continued this positive trend into 2011,
and in 2012, we maintained our average net transaction price, and kept our incentive per unit largely stable as well, as adjusted for
changes in model mix. We may encounter challenges given that our smaller, less expensive cars are not currently as competitive as our
larger, more profitable vehicles, and we may not be able to price our vehicles or minimize our incentives as planned.

Vehicle Profitability. Our results of operations depend on the profitability of the vehicles we sell, which tends to vary by vehicle
segment. Vehicle profitability depends on a number of factors, including sales prices, net of sales incentives, costs of materials and
components, as well as transportation and warranty costs. Typically, larger vehicles, which tend to have higher unit selling prices, have
been more profitable on a per unit basis. Therefore, our minivans, larger utility vehicles and pick-up trucks have generally been more
profitable than our passenger cars. Our minivans, larger utility vehicles and pick-up trucks accounted for approximately 55 percent of
our total U.S. vehicle sales in 2012. The vehicle profitability of this portion of our portfolio is approximately 69 percent of our overall
profitability. While more profitable on a per unit basis, these larger vehicles have relatively low fuel economy and over the past several
years, consumer preferences have shifted away from these vehicles, particularly in periods of relatively high fuel prices. As part of the
Fiat alliance, we continue to work toward a more balanced product portfolio that we believe would mitigate the future impact of any
shift in consumer demand. In order to ensure that our portfolio of vehicles appropriately addresses the range of vehicles that may appeal
to consumers over time, we have renewed our focus on the design, manufacturing, marketing and sale of our passenger cars, including
mini, compact and subcompact cars, notwithstanding the lower per unit profitability. Our success in selling these smaller vehicles will
provide us not only with a degree of insulation from the effects of changing consumer preferences, but will also be an important part of
our efforts to comply with tightening environmental and fuel economy standards and to achieve corporate sustainability goals. Until we
develop a full line of competitive passenger car offerings, we must continue to make substantial investments in product development
and engineering, and our ability to increase our margins on these offerings is therefore limited as compared to our competitors. In
addition, our vehicle sales through dealers to retail customers are normally more profitable than our fleet sales. Our fleet customers
increasingly tend to purchase a higher proportion of our smaller, more fuel-efficient vehicles, which have historically had a lower
profitability per unit. Nevertheless, our fleet sales have been an important source of stable revenue and can also be an effective means
for marketing our vehicles. Our fleet sales also help to normalize our plant production because they typically involve the delivery of a
large, pre-determined quantity of vehicles over several months. In line with our plan to decrease fleet sales as a percentage of our total
business, our U.S. fleet sales accounted for approximately 26 percent of our total U.S. vehicle sales in 2012, versus 28 percent in 2011
and 36 percent in 2010.

-53-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents

Cost of Sales. Our cost of sales is comprised of a number of elements. The most significant element of our cost of sales is the cost of
materials and components, which makes up the majority of our cost of sales, typically around 75 percent of the total. A large portion of
our materials and component costs are affected directly or indirectly by raw materials prices, particularly prices for steel, aluminum,
lead, resin and copper, as well as precious metals. The prices for these raw materials fluctuate and can be difficult to predict. These
market conditions affect, to a significant extent, our ability to manage our cost of sales over the long term. To the extent raw material
price fluctuations may affect our cost of sales, we typically seek to manage these costs and minimize the impact on cost of sales through
the use of fixed price purchase contracts and the use of commercial negotiations and technical efficiencies. As a result, for the periods
reported, changes in raw material costs generally have not had a material effect on the period to period comparisons of our cost of sales.
Nevertheless, our cost of sales related to materials and components has increased, as we have significantly enhanced the quality and
content of our vehicles in an effort to remain competitive. Our ability to price our vehicles so as to recover those increased costs does,
and will continue to, impact our profitability.

The remaining costs principally include labor costs, consisting of direct and indirect wages and fringe benefits, depreciation and
amortization, and transportation costs. To grow our production from 2.0 million vehicles in 2011 to 2.4 million vehicles in 2012, these
elements of our cost of sales increased. The uptick in our volumes required us to take numerous actions to increase production capacity
at our own plants, and we also had to demand that our suppliers quickly increase their production levels as well. This growth occurred in
a production environment that was already capacity constrained, due to the greater volumes in 2011 over the 1.6 million vehicles we
produced in 2010. As a result of this growth, we could not maximize our efficiency, and we incurred non-standard costs for overtime,
expedited freight and component banking. As with our suppliers, the industry’ s just-in-time inventory systems further exacerbate our
costs in times of sudden capacity constraints. In some cases, we outsourced our operations, but moving our production to suppliers or to
locations overseas, where there is available capacity, creates additional risk with respect to quality control, component pricing, logistics
and currency exchange rates. We attempted to manage our labor costs where possible, but overtime payments were unavoidable in some
of our operations. For example, in our Dundee Engine Plant, our 30 percent increase in demand meant that production continued during
31 Sundays and holidays in 2012, as compared to six such days in 2011. We are projecting additional growth for 2013, and we
anticipate that we will encounter even more challenges as we work to contain our costs while we still maintain our production quality.
To improve, or even maintain, our margins, we must contain the associated increases in our cost of sales.

Engineering, Design and Development Costs. In the past, suppliers often incurred the initial cost of engineering, designing and
developing automotive component parts, and recovered their investments over time by including a cost recovery component in the price
of each part based on expected volumes. Due in part to liquidity constraints faced by key suppliers, many of them have negotiated for
cost recovery payments independent of volumes. This trend places increased demands on our liquidity and increases our economic risk,
if new vehicles incorporating these components are not successful in the market.

Impact of Labor Cost Modifications. Our collective bargaining agreements with the UAW and the CAW have introduced lower wage
and benefit structures for entry-level new hires, eliminated the employment security system (commonly known as the “Jobs Bank™), and
reduced other compensation programs for terminated or laid-off represented employees, other than traditional severance pay. Over time,
these and other modifications are intended to help us achieve hourly labor costs that are comparable to those of the transplant
automotive manufacturers with which we compete, while continuing to offer competitive compensation packages. We expect to realize
the benefit of the new hire wage and benefit structure as our production increases and as a result of natural attrition. We successfully
renegotiated our collective bargaining agreement with the UAW in 2011 and with the CAW in 2012. Although we made some
concessions in wages and benefits during negotiations, particularly with respect to expanded profit sharing opportunities, we still expect
to realize a significant portion of the savings negotiated in our prior agreement.
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Fiat Ownership Interest

Through a series of transactions in 2011 and early 2012, which included our achievement of the three Class B Events described in our
LLC Operating Agreement and Fiat’ s exercise of its incremental equity call option in May 2011, Fiat increased its ownership interest in
the Company from 20.0 percent to 58.5 percent.

In May 2011, and concurrent with the repayment of our U.S. Treasury and EDC credit facilities, Fiat exercised its incremental equity
call option and acquired an additional 16 percent fully-diluted ownership interest in the Company. We received the entire exercise price
of $1,268 million in cash, increasing our contributed capital by the proceeds received, and we issued new Class A Membership Interests
to Fiat. Refer to —Repayment of U.S. Treasury and Export Development Canada Credit Facilities, for information related to our
refinancing transaction and the repayment of our U.S. Treasury and EDC credit facilities.

In January 2012, we notified the U.S. Treasury that we irrevocably committed to begin assembly of a vehicle based on a Fiat platform or
vehicle technology that has a verified unadjusted combined fuel economy of at least 40 miles per gallon in commercial quantities in a
production facility in the U.S. As a result, we achieved our third and final Class B Event and Fiat’ s ownership interest in the Company
increased from 53.5 percent on a fully diluted basis to 58.5 percent. We achieved the first and second Class B Events during 2011.

In addition, in July 2012 and January 2013, Fiat exercised its call option rights to acquire two tranches of Class A Membership Interests,
each of which represent approximately 3.3 percent of the Company’ s outstanding equity. The transactions are not yet complete because
the VEBA Trust disagrees with Fiat’ s pricing of the membership interests. The matter is currently the subject of a proceeding in the
Delaware Chancery Court. In the event that these transactions are completed as contemplated, Fiat will own 65.17 percent of the
ownership interests in Chrysler Group and the VEBA Trust will own the remaining 34.83 percent.

On January 1, 2013, and in accordance with our LLC Operating Agreement, the 200,000 Class B Membership Interests held by Fiat
automatically converted to 571,429 Class A Membership Interests. There were no dilutive effects of the conversion.

Critical Accounting Estimates

The audited consolidated financial statements are prepared in conformity with accounting principles generally accepted in the United
States of America, or U.S. GAAP, which require the use of estimates, judgments and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses in the periods presented. We believe that the accounting estimates employed are appropriate and resulting
balances are reasonable; however, due to inherent uncertainties in making estimates, actual results could differ from the original
estimates, requiring adjustments to these balances in future periods.

The critical accounting estimates that affect the audited consolidated financial statements and that use judgments and assumptions are
listed below. In addition, the likelihood that materially different amounts could be reported under varied conditions and assumptions is
discussed.

Pension

We sponsor both noncontributory and contributory defined benefit pension plans. The majority of the plans are funded plans. The
noncontributory pension plans cover certain of our hourly and salaried employees. Benefits are based on a fixed rate for each year of
service. Additionally, contributory benefits are provided to certain of our salaried employees under the salaried employees’ retirement
plans. These plans provide benefits based on the employee’ s cumulative contributions, years of service during which the employee
contributions were made and
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the employee’ s average salary during the five consecutive years in which the employee’ s salary was highest in the fifteen years
preceding retirement.

Our defined benefit pension plans are accounted for on an actuarial basis, which requires that we make use of estimates of the present
value of the projected future payments to all participants, taking into consideration the likelihood of potential future events such as
demographic experience. These assumptions may have an effect on the amount and timing of future contributions.

The assumptions used in developing the required estimates include the following key factors:

Discount rates. Our discount rates are based on yields of high-quality (AA-rated or better) fixed income investments for
which the timing and amounts of payments match the timing and amounts of the projected pension payments.

Expected return on plan assets. Our expected long-term rate of return on plan assets assumption is developed using a
consistent approach across all plans. This approach primarily considers various inputs from a range of advisors for long-term
capital market returns, inflation, bond yields and other variables, adjusted for specific aspects of our investment strategy.

Salary growth. Our salary growth assumption reflects our long-term actual experience, outlook and assumed inflation.
Inflation. Our inflation assumption is based on an evaluation of external market indicators.

Expected contributions. Our expected amount and timing of contributions is based on an assessment of minimum funding
requirements. From time to time contributions are made beyond those that are legally required.

Retirement rates. Retirement rates are developed to reflect actual and projected plan experience.

Mortality rates. Mortality rates are developed to reflect actual and projected plan experience.

Plan Assets Measured at Net Asset Value. Plan assets are recognized and measured at fair value in accordance with the accounting
guidance related to fair value measurements, which specifies a fair value hierarchy based upon the observability of inputs used in
valuation techniques (Level 1, 2 and 3). Level 3 pricing inputs include significant inputs that are generally less observable from
objective sources. At December 31, 2012, substantially all of our investments classified as Level 3 in the fair value hierarchy are valued
at the net asset value, or NAV. These plan assets are classified as Level 3 as we are not able to redeem our investments at their respective
measurement dates. NAV is provided by the investment manager or a third-party administrator.

Our investments classified as Level 3 include private equity, real estate and hedge fund investments. Private equity investments include
those in limited partnerships that invest primarily in operating companies that are not publicly traded on a stock exchange. Our private
equity investment strategies include leveraged buyouts, venture capital, mezzanine and distressed investments. Real estate investments
include those in limited partnerships that invest in various commercial and residential real estate projects both domestically and
internationally. Hedge fund investments include those seeking to maximize absolute returns using a broad range of strategies to enhance
returns and provide additional diversification. Investments in limited partnerships are valued at the NAV, which is based on audited
financial statements of the funds when available, with adjustments to account for partnership activity and other applicable valuation
adjustments.

Refer to Note 2, Basis of Presentation and Significant Accounting Policies, and Note 17, Employee Retirement and Other Benefits, of
our accompanying audited consolidated financial statements for a discussion of the fair value hierarchy measurement.
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Plan obligations and costs are based on existing retirement plan provisions. No assumption is made regarding any potential future
changes to benefit provisions beyond those to which we are presently committed, such as in existing labor contracts.

Significant differences in actual experience or significant changes in assumptions may affect the pension obligations and pension
expense. The effect of actual results differing from assumptions and of changing assumptions are included in accumulated other
comprehensive income as unrecognized actuarial gains and losses. These gains and losses are subject to amortization to expense over
the average future service period of employees expected to receive benefits under the plans to the extent they exceed 10 percent of the
higher of the market related value of assets or the projected benefit obligation of the respective plan. During 2012, the actual return on
plan assets was $2,378 million, which was higher than the expected return of $1,811 million, resulting in an unrecognized actuarial gain
of $567 million. The weighted average discount rate used to determine the benefit obligation for defined benefit pension plans was 3.98
percent at December 31, 2012 versus 4.84 percent at December 31, 2011, resulting in an unrecognized actuarial loss of $3,174 million.
In 2013, $294 million of net unrecognized actuarial losses are expected to be recognized into expense.

The funded status of our pension plans as of December 31, 2012 and the expenses recognized during 2013 are affected by year-end 2012
assumptions. These sensitivities may be asymmetric and are specific to the time periods noted. They also may not be additive, so the
impact of changing multiple factors simultaneously cannot be calculated by combining the individual sensitivities shown. The effect of
the indicated increase (decrease) in selected factors, holding all other assumptions constant, is shown below (in millions of dollars):

Pension Plans

Effect on
December 31, 2012
Effect on 2013 Projected Benefit
Pension Expense Obligation

10 basis point decrease in discount rate $ 25 $ 403

10 basis point increase in discount rate (25) (396)

50 basis point decrease in expected return on assets 124 =

50 basis point increase in expected return on assets (124) -

Refer to Note 17, Employee Retirement and Other Benefits, of our accompanying audited consolidated financial statements for a
detailed discussion of our pension plans.

Other Postretirement Employee Benefits

We provide health care, legal and life insurance benefits to certain of our hourly and salaried employees. Upon retirement from the
Company, these employees may become eligible for continuation of certain benefits. Benefits and eligibility rules may be modified
periodically.

Other postretirement employee benefits, or OPEB, plans are accounted for on an actuarial basis, which requires the selection of various
assumptions. The estimation of our obligations, costs and liabilities associated with OPEB, primarily retiree health care and life
insurance, requires that we make use of estimates of the present value of the projected future payments to all participants, taking into
consideration the likelihood of potential future events such as health care cost increases and demographic experience, which may have
an effect on the amount and timing of future payments.

The assumptions used in developing the required estimates include the following key factors:

Discount rates. Our discount rates are based on yields of high-quality (AA-rated or better) fixed income investments for
which the timing and amounts of payments match the timing and amounts of the projected benefit payments.
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Health care cost trends. Our health care cost trend assumptions are developed based on historical cost data, the near-term
outlook, and an assessment of likely long-term trends.

Salary growth. Our salary growth assumptions reflect our long-term actual experience, outlook and assumed inflation.
Retirement rates. Retirement rates are developed to reflect actual and projected plan experience.

Mortality rates. Mortality rates are developed to reflect actual and projected plan experience.

Plan obligations and costs are based on existing OPEB plan provisions. No assumptions have been made regarding any potential future
changes to benefit provisions beyond those to which we are presently committed, such as in existing labor contracts.

The effect of actual results differing from assumptions and of changing assumptions are included in accumulated other comprehensive
income as unrecognized actuarial gains and losses. These gains and losses are subject to amortization to expense over the average future
service period of employees expected to receive benefits under the plan to the extent they exceed 10 percent of the higher of the market
related value of assets of the accumulated benefit obligation of the respective plan. We immediately recognize actuarial gains or losses
for OPEB plans that are short-term in nature and under which our obligation is capped. The weighted average discount rate used to
determine the benefit obligation for OPEB plans was 4.07 percent at December 31, 2012 versus 4.93 percent at December 31, 2011,
resulting in an unrecognized actuarial loss of $299 million. In 2013, $48 million of net unrecognized actuarial losses are expected to be
recognized into expenses.

The effect of the indicated increase (decrease) in the assumed discount rate, holding all other assumptions constant, is shown below (in
millions of dollars):

OPEB Plans
Effect on 2013 OPEB Effect on December 31, 2012
Expense OPEB Obligation
10 basis point decrease in discount
rate $ 2 $ 37
10 basis point increase in discount
rate 2) 37

Refer to Note 17, Employee Retirement and Other Benefits, of our accompanying audited consolidated financial statements for more
information regarding costs and assumptions for OPEB plans.

Share-Based Compensation

We have various compensation plans that provide for the granting of share-based compensation to certain employees and directors. We
account for share-based compensation plans in accordance with the accounting guidance set forth for share-based payments, which
requires us to recognize share-based compensation expense based on fair value. Compensation expense for equity-classified awards is
measured at the grant date based on the fair value of the award using a discounted cash flow methodology. For those awards with post-
vesting contingencies, we apply an adjustment to account for the probability of meeting the contingencies. Liability-classified awards
are remeasured to fair value at each balance sheet date until the award is settled. Compensation expense is recognized over the employee
service period with an offsetting increase to contributed capital or accrued expenses and other liabilities depending on the nature of the
award. If awards contain certain performance conditions in order to vest, we recognize the cost of the award when achievement of the
performance condition is probable. Costs related to plans with graded vesting are generally recognized using the graded vesting method.
We record share-based compensation expense in Selling, Administrative and Other Expenses in the accompanying Consolidated
Statements of Operations.
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The fair value of each unit issued under the plans is based on the fair value of our membership interests. Each unit, or Chrysler Group
Unit, is equal to 1/600th of the value of a Class A Membership Interest on a fully-diluted basis after conversion of the Class B
Membership Interests, which equates to approximately 980 million Chrysler Group Units. Refer to Note 16, Share-Based
Compensation, of our accompanying audited consolidated financial statements for additional information.

Since there is no publicly observable trading price for our membership interests, fair value was determined using a discounted cash flow
methodology. We use this approach, which is based on our projected cash flows, to estimate our enterprise value. We then deduct the
fair value of our outstanding interest bearing debt as of the measurement date from our enterprise value to arrive at the fair value of
equity. This amount is then divided by the total number of Chrysler Group Units, as determined above, to estimate the fair value of a
single Chrysler Group Unit. The significant assumptions used in the calculation of fair value at each issuance date and for each period
included the following:

Four years of annual projections prepared by management that reflect the estimated after-tax cash flows a market participant
would expect to generate from operating the business;

A terminal value which was determined using a growth model that applied a 2.0 percent long-term growth rate to our
projected after-tax cash flows beyond the four year window. The long-term growth rate was based on our internal projections,
as well as industry growth prospects;

An estimated after-tax weighted average cost of capital ranging from 16.0 percent to 16.5 percent in 2012, 14.4 percent to
16.5 percent in 2011, and 15.0 percent to 15.3 percent in 2010; and

Projected worldwide factory shipments ranging from approximately 2.0 million vehicles in 2011 to approximately 3.2 million
vehicles in 2016.

In 2011, the implied fair value of the Company, resulting from the transactions through which Fiat acquired beneficial ownership of the
membership interests previously held by the U.S. Treasury and Canadian Government, was used to corroborate the values determined
using the discounted cash flow methodology. There were no such transactions during 2012.

Based on these calculations, we estimated that the per unit fair value of a Chrysler Group Unit, calculated based on the fully-diluted
Chrysler Group Units of 980 million, was $9.00, $7.63 and $4.87 at December 31, 2012, 2011 and 2010, respectively. The increase in
the per unit fair value was primarily attributable to continued improvement in our performance and achievement of the objectives
outlined in our business plan.

Impairment of Long-Lived Assets

Long-lived assets held and used (such as property, plant and equipment, and equipment and other assets on operating leases) are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset or asset group may
not be recoverable. Recoverability of an asset or asset group to be held and used is measured by a comparison of the carrying amount of
an asset or asset group to the estimated undiscounted future cash flows expected to be generated by the asset or group of assets. If the
carrying amount of an asset or asset group exceeds its estimated undiscounted future cash flows, an impairment charge is recognized for
the amount by which the carrying amount of the asset or group of assets exceeds the fair value of the asset or group of assets. No
impairment indicators were identified during the years ended December 31, 2012, 2011 and 2010. As such, no impairment charges were
recognized during the respective periods. When long-lived assets are considered held for sale, they are recorded at the lower of carrying
amount or fair value less costs to sell, and depreciation ceases.
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Goodwill and Other Intangible Assets

We account for goodwill in accordance with the accounting guidance related to intangibles and goodwill, which requires us to test
goodwill for impairment at the reporting unit level at least annually and when significant events occur or there are changes in
circumstances that indicate the fair value is less than the carrying value. Such events could include, among others, a significant adverse
change in the business climate, an unanticipated change in the competitive environment and a decision to change the operations of the
Company. We have one operating segment, which is also our only reporting unit.

Goodwill is evaluated for impairment annually as of October 1. In September 2011, the Financial Accounting Standards Board, or
FASB, issued updated guidance on annual goodwill impairment testing. The amendment allows an entity to first assess qualitative
factors to determine whether it is more likely than not that the fair value of a reporting unit is less than its carrying amount. If we elect
the qualitative assessment, and we conclude it is more likely than not that the fair value of a reporting unit is less than its carrying
amount, quantitative impairment testing is required. However, if we conclude otherwise, quantitative impairment testing is not required.

When quantitative impairment testing is required, goodwill is reviewed for impairment utilizing a two-step process. The first step of the
impairment test is to compare the fair value of our reporting unit to its carrying value. The fair value is determined by estimating the
present value of expected future cash flows for the reporting unit. If the fair value of the reporting unit is greater than its carrying
amount, no impairment exists and the second step of the test is not performed. If the carrying amount of the reporting unit is greater than
the fair value, there is an indication that an impairment may exist and the second step of the test must be completed to measure the
amount of the impairment. The second step of the test calculates the implied fair value of goodwill by assigning the fair value of the
reporting unit to all of the assets and liabilities of that unit as if the reporting unit had been acquired in a business combination. The
implied fair value of goodwill is then compared to the carrying value. If the implied fair value of goodwill is less than the carrying
value, an impairment loss is recognized equal to the difference. No goodwill impairment losses have been recognized for the years
ended December 31, 2012, 2011 and 2010.

Intangible assets that have a finite useful life are amortized over their respective estimated useful lives, which are reviewed by
management each reporting period and whenever changes in circumstances indicate that the carrying value of the assets may not be
recoverable. Other intangible assets determined to have an indefinite useful life are not amortized, but are instead tested for impairment
annually. In July 2012, the FASB issued updated guidance on the annual testing of indefinite-lived intangible assets for impairment. The
amendments allow an entity to first assess qualitative factors to determine whether it is more likely than not that the indefinite-lived
intangible asset is impaired. If we elect the qualitative assessment, and we conclude it is more likely than not that the fair value of the
indefinite-lived intangible assets is less than its carrying amount, quantitative impairment testing is required. However, if we conclude
otherwise, quantitative impairment testing is not required. An impairment loss is recognized to the extent that the carrying amount
exceeds the asset’ s fair value. Management estimates fair value through various techniques including discounted cash flow models,
which incorporate market based inputs, and third party independent appraisals, as considered appropriate. Management also considers
current and estimated economic trends and outlook. No impairment losses on these assets have been recognized for the years ended
December 31, 2012, 2011 and 2010.

Valuation of Deferred Tax Assets

A valuation allowance on deferred tax assets is required if, based on the available evidence, it is more likely than not that some or all of
the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon our ability to generate
sufficient taxable income during the carryback or carryforward periods applicable in each relevant tax jurisdiction. Our accounting for
deferred tax assets represents our best estimate of those future events. Changes in our current estimates, due to unanticipated events or
otherwise, could have a material impact on our financial condition and results of operations.
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In assessing the realizability of deferred tax assets, we consider both positive and negative evidence. Concluding that a valuation
allowance is not required is difficult when there is absence of positive evidence and significant negative evidence which is objective and
verifiable, such as cumulative losses in recent years. The weight given to the positive and negative evidence is commensurate with the
extent to which the evidence may be objectively verified. As such, it is generally difficult for positive evidence regarding projected
future taxable income exclusive of reversing taxable temporary differences to outweigh objective negative evidence of recent financial
reporting losses. A cumulative loss in recent years is a significant piece of negative evidence that is difficult to overcome in determining
that a valuation allowance is not needed against deferred tax assets.

The assessment for the nature, timing and recognition of a valuation allowance takes into account a number of types of evidence,
including the following:

Nature, frequency and severity of current and cumulative financial reporting losses. A pattern of objectively measured recent
financial reporting losses is heavily weighted as a source of negative evidence. In certain circumstances, historical
information may not be as relevant due to changed circumstances;

Sources of future taxable income. Future reversals of existing temporary differences are heavily-weighted sources of
objectively verifiable positive evidence. Projections of future taxable income exclusive of reversing temporary differences
are a source of positive evidence when the projections are combined with a history of recent profits and can be reasonably
estimated. Otherwise, these projections are considered inherently subjective and generally will not be sufficient to overcome
negative evidence that includes relevant cumulative losses in recent years, particularly if the projected future taxable income
is dependent on an anticipated turnaround to profitability that has not yet been achieved. In such cases, these projections of
future taxable income are given little weight for the purposes of valuation allowance assessment; and

Tax planning strategies. If necessary and available, tax planning strategies would be implemented to accelerate taxable
amounts to utilize expiring carryforwards. These strategies would be a source of additional positive evidence and, depending
on their nature, could be heavily weighted.

Our deferred tax assets consist primarily of those of our subsidiaries in foreign jurisdictions. We have concluded that negative evidence,
including the lack of sustained profitability, outweighs our positive evidence and that we are required to maintain our valuation
allowances in respect of our net deferred tax assets as of December 31, 2012. As we have previously disclosed, our subsidiaries in
foreign jurisdictions are highly dependent on our North American operations, which consists primarily of our U.S. operations. We have
not yet reached a level of sustained profitability for our U.S. operations. While we were profitable in the U.S. for the years ended
December 31, 2012 and 2011, our financial performance history is somewhat limited. We have undergone significant changes in our
capital structure, management and business strategies since the 363 Transaction, as well as implemented several new product
development programs. While our product portfolio is improving, we must continue to rebalance our concentration of sales and
decrease our dependency on the pick-up truck, SUV and minivan markets. We are also reliant upon our alliance with Fiat to jointly
develop vehicles and vehicle platforms, which is somewhat uncertain given Fiat’ s own business and financial condition, as well as its
revised business plan for product development and manufacturing operations. We believe that our ability to realize the benefits of the
alliance is important for us to compete with our larger, more product diversified and better-funded competitors.

Accordingly, at December 31, 2012, we continued to maintain valuation allowances on our net deferred tax assets of $1,164 million.

We believe that sustained profitability may be demonstrated by certain factors, which may include any of the following:

continued positive progress on our five year business plan, including achievement of a substantial portion of our 2013
financial and performance objectives;
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continued improvement in our product mix;
increased sales outside of North America; or

validation of our ability to successfully launch products, particularly those using a Fiat or jointly developed platform.

If, in the future, we demonstrate a level of sustained profitability, our conclusion regarding the need for valuation allowances in respect
of our subsidiaries in foreign jurisdictions could change, resulting in the reversal of some or all of the valuation allowances. If we are
able to demonstrate sustained profitability, then the release of a significant portion of the valuation allowances in the foreign subsidiaries
could occur within the next 12 months. In the reporting period in which the valuation allowance is released, we will record a
substantially large tax benefit related to the release, which will result in a large negative effective tax rate. Until such time, we will
reverse a portion of the valuation allowance related to the corresponding realized tax benefit for that period, without changing our
conclusions regarding the need for a full valuation allowance against the remaining net deferred tax assets.

Sales Incentives

We record the estimated cost of sales incentive programs offered to dealers and retail customers as a reduction to revenue at the time of
sale to the dealer. This estimated cost represents the incentive programs offered to dealers and retail customers, as well as the expected
modifications to these programs in order to facilitate sales of the dealer inventory. Subsequent adjustments to incentive programs related
to vehicles previously sold to dealers are recognized as an adjustment to revenue in the period the adjustment is determinable.

We use price discounts to adjust vehicle pricing in response to a number of market and product factors, including: pricing actions and
incentives offered by competitors, economic conditions, the amount of excess industry production capacity, the intensity of market
competition, consumer demand for the product and to support promotional campaigns. We may offer a variety of sales incentive
programs at any given point in time, including: cash offers to dealers and retail customers and subvention programs offered to retail
customers, or lease subsidies, which reduce the retail customer’ s monthly lease payment or cash due at the inception of the financing
arrangement, or both. Incentive programs are generally brand, model and region specific for a defined period of time, which may be
extended.

Multiple factors are used in estimating the future incentive expense by vehicle line including the current incentive programs in the
market, planned promotional programs and the normal incentive escalation incurred as the model year ages. The estimated incentive
rates are reviewed monthly and changes to the planned rates are adjusted accordingly, thus impacting revenues. As discussed previously,
there are a multitude of inputs affecting the calculation of the estimate for sales incentives, and an increase or decrease of any of these
variables could have a significant effect on recorded revenues.

Warranty and Product Recalls

We establish reserves for product warranties at the time the sale is recognized. We issue various types of product warranties under which
we generally guarantee the performance of products delivered for a certain period or term. The reserve for product warranties includes
the expected costs of warranty obligations imposed by law or contract, as well as the expected costs for policy coverage, recall actions
and buyback commitments. Estimates are principally based on historical claims experience for our vehicles and, where little or no
claims experience exists, assumptions regarding the lifetime warranty costs of each vehicle. In addition, the number and magnitude of
additional service actions expected to be approved, and policies related to additional service actions, are taken into consideration. Due to
the uncertainty and potential volatility of these estimated factors, changes in our assumptions could materially affect our results of
operations.
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We periodically initiate voluntary service and recall actions to address various customer satisfaction, safety and emissions issues related
to vehicles we sell. Included in the reserve is the estimated cost of these service and recall actions. The estimated future costs of these
actions are based primarily on historical claims experience for our vehicles. Estimates of the future costs of these actions are inevitably
imprecise due to numerous uncertainties, including the enactment of new laws and regulations, the number of vehicles affected by a
service or recall action and the nature of the corrective action. It is reasonably possible that the ultimate cost of these service and recall
actions may require us to make expenditures in excess of established reserves over an extended period of time and in a range of amounts
that cannot be reasonably estimated. Our estimate of warranty and additional service and recall action obligations is re-evaluated on a
quarterly basis. Experience has shown that initial data for any given model year can be volatile; therefore, our process relies upon long-
term historical averages until actual data is available. As actual experience becomes available, it is used to modify the historical
averages to ensure that the forecast is within the range of likely outcomes. Resulting accruals are then compared with current spending
rates to ensure that the balances are adequate to meet expected future obligations.

Accounting Standards Not Yet Adopted

Accounting standards not yet adopted are discussed in Note 2, Basis of Presentation and Significant Accounting Policies, of our
accompanying audited consolidated financial statements.

Non-GAAP Financial Measures

We monitor our operations through the use of several non-GAAP financial measures: Adjusted Net Income (Loss); Modified Operating
Profit (Loss); Modified Earnings Before Interest, Taxes, Depreciation and Amortization, which we refer to as Modified EBITDA; Gross
and Net Industrial Debt; as well as Free Cash Flow. We believe that these non-GAAP financial measures provide useful information
about our operating results and enhance the overall ability to assess our financial performance. They provide us with comparable
measures of our financial performance based on normalized operational factors which then facilitate management’ s ability to identify
operational trends, as well as make decisions regarding future spending, resource allocations and other operational decisions. These and
similar measures are widely used in the industry in which we operate.

These financial measures may not be comparable to other similarly titled measures of other companies and are not an alternative to net
income (loss) or income (loss) from operations as calculated and presented in accordance with U.S. GAAP. These measures should not
be used as a substitute for any U.S. GAAP financial measures.

Adjusted Net Income (Loss)

Adjusted Net Income (Loss) is defined as net income (loss) excluding the impact of infrequent charges, which includes losses on
extinguishment of debt. We use Adjusted Net Income (Loss) as a key indicator of the trends in our overall financial performance,
excluding the impact of such infrequent charges.

Modified Operating Profit (Loss)

We measure Modified Operating Profit (Loss) to assess the performance of our core operations, establish operational goals and forecasts
that are used to allocate resources, and evaluate our performance period over period. Modified Operating Profit (Loss) is computed
starting with net income (loss), and then adjusting the amount to (i) add back income tax expense and exclude income tax benefits,

(i1) add back net interest expense (excluding interest expense related to financing activities associated with the Gold Key Lease vehicle
lease portfolio), (iii) add back (exclude) all pension, OPEB and other employee benefit costs (gains) other than service costs, (iv) add
back restructuring expense and exclude restructuring income, (v) add back other financial expense, (vi) add back losses and exclude
gains due to cumulative change in accounting principles, and (vii) add back certain other costs, charges and expenses, which include the
charges factored into the calculation of Adjusted Net
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Income (Loss). We also use performance targets based on Modified Operating Profit (Loss) as a factor in our incentive compensation
calculations for our represented and non-represented employees.

Modified EBITDA

We measure the performance of our business using Modified EBITDA to eliminate the impact of items that we do not consider
indicative of our core operating performance. We compute Modified EBITDA starting with net income (loss) adjusted to Modified
Operating Profit (Loss) as described above, and then add back depreciation and amortization expense (excluding depreciation and
amortization expense for vehicles held for lease). We believe that Modified EBITDA is useful to determine the operational profitability
of our business, which we use as a basis for making decisions regarding future spending, budgeting, resource allocations and other
operational decisions.

The reconciliation of net income (loss) to Adjusted Net Income, Modified Operating Profit and Modified EBITDA is set forth below (in
millions of dollars):

Years Ended December 31,

2012 2011 2010
Net income (loss) $ 1,668 $ 183 $ (652)
Plus:
Loss on extinguishment of debt (1) - 551 -
Adjusted Net Income (Loss) $ 1,668 $ 734 $ (652)
Plus:
Income tax expense 274 198 139
Net interest expense 1,050 1,199 1,228
Pension, OPEB and other employee benefit costs
(gains) other than service costs (34) (170) (52)
Loss on Canadian HCT Settlement (2) = = 46
Restructuring (income) expenses, net (61) 3 48
Other financial expense, net 15 11 6
Modified Operating Profit $ 2912 $ 1,975 $ 763
Plus:
Depreciation and amortization expense 2,701 2,876 3,051
Less:
Depreciation and amortization expense for vehicles
held for lease (163) (97) (353)
Modified EBITDA $ 5,450 $ 4,754 $ 3,461

(1) In connection with the May 2011 repayment of our outstanding obligations under the U.S. Treasury credit facilities and the EDC credit facilities, we recognized a
8551 million loss on extinguishment of debt, which consisted of the write-off of $136 million of unamortized discounts and $34 million of unamortized debt issuance
costs associated with the U.S. Treasury credit facilities and $367 million of unamortized discounts and $14 million of unamortized debt issuance costs associated
with the EDC credit facilities.

(2) In August 2010, Chrysler Canada entered into a settlement agreement with the CAW to permanently transfer the responsibility for providing postretirement health
care benefits to the Covered Group to a new retiree plan. The new retiree plan will be funded by the HCT. During the year ended December 31, 2010, we recognized
a 846 million loss as a result of the Canadian HCT Settlement Agreement.

Gross and Net Industrial Debt

We compute Gross Industrial Debt as total financial liabilities less Gold Key Lease financing obligations. Gold Key Lease financing
obligations were primarily satisfied out of collections from the related operating leases and proceeds from the sale of the related
vehicles. As of June 2012, all Gold Key Lease financing obligations have been repaid.

-64-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents
We deduct our cash and cash equivalents from Gross Industrial Debt to compute Net Industrial Debt. We use Net Industrial Debt as a
measure of our financial leverage and believe it is useful to others in evaluating our financial leverage.

The following is a reconciliation of financial liabilities to Gross and Net Industrial Debt (in millions of dollars):

Years Ended December 31,

2012 2011
Financial liabilities (1) $12,603 $12,574
Less: Gold Key Lease obligations

Short-term asset-backed notes payable = 41

Gross Industrial Debt $12,603 $12,533
Less: Cash and cash equivalents 11,614 9,601
Net Industrial Debt $989 $2,932

(1) Refer to Note 11, Financial Liabilities, of our accompanying audited consolidated financial statements for additional information
regarding our financial liabilities.

Free Cash Flow

Free Cash Flow is defined as cash flows from operating and investing activities, excluding any debt related investing activities, adjusted
for financing activities related to Gold Key Lease. Free Cash Flow is presented because we believe that it is used by analysts and other
parties in evaluating the Company. However, Free Cash Flow does not necessarily represent cash available for discretionary activities,
as certain debt obligations and capital lease payments must be funded out of Free Cash Flow. We also use performance targets based on
Free Cash Flow as a factor in our incentive compensation calculations for our non-represented employees.

Free Cash Flow should not be considered as an alternative to, or substitute for, net change in cash and cash equivalents. We believe it is
important to view Free Cash Flow as a complement to our consolidated statements of cash flows.

The following is a reconciliation of Net Cash Provided by (Used In) Operating and Investing Activities to Free Cash Flow (in millions
of dollars):

Years Ended December 31,
2012 2011 2010

Net Cash Provided by Operating Activities $5,821 $4,603 $4,195
Net Cash Used in Investing Activities (3,557) (1,970) (1,167)
Investing activities excluded from Free Cash Flow:

Proceeds from USDART (1) - (96) -

Change in loans and notes receivables ) (6) (36)
Financing activities included in Free Cash Flow:

Proceeds from Gold Key Lease financing = = 266

Repayments of Gold Key Lease financing (41) (584) (1,903)
Free Cash Flow $2,221 $1,947 $1,355

(1) U.S. Dealer Automotive Receivables Transition LLC, or USDART, as described below under —Liquidity and Capital Resources
—Ally.
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Results of Operations

Worldwide Factory Shipments

The following summarizes our gross and net worldwide factory shipments, which include vehicle sales to our dealers and distributors,
fleet customers and contract manufacturing customers. Management believes that this data provides meaningful information regarding
our operating results. Shipments of vehicles manufactured by our assembly facilities are generally aligned with current period
production, which is driven by consumer demand. Revenue is generally recognized when the risks and rewards of ownership of a
vehicle have been transferred to our customer, which usually occurs upon release of the vehicle to the carrier responsible for
transporting the vehicle to our customer. Our fleet customers include rental car companies, commercial fleet customers, leasing
companies and governmental entities. Our fleet shipments include vehicle sales through our Guaranteed Depreciation Program, or GDP,
under which we guarantee the residual value or otherwise assume responsibility for the minimum resale value of the vehicle. We
account for such sales similar to an operating lease and recognize rental income over the contractual term of the lease on a straight-line
basis. At the end of the lease term, we recognize revenue for the portion of the vehicle sales price which had not been previously
recognized as rental income and recognize, in cost of sales, the remainder of the cost of the vehicle which had not been previously
recognized as depreciation expense over the lease term. We include GDP vehicle sales in our worldwide factory shipments at the time of
auction, rather than at the time of sale to the fleet customer, consistent with the timing of revenue recognition. We consider these net
worldwide factory shipments to approximate the timing of revenue recognition.

Years Ended December 31,
2012 2011 2010
(units in thousands)
Retail 1,844 1,507 1,151
Fleet 484 441 435
Contract Manufacturing 81 63 16
Worldwide Factory Shipments 2,409 2,011 1,602
Adjust for GDP activity during the period:
Less: Vehicles shipped 51 (76) (63)
Plus: Vehicles auctioned 74 58 42
Net Worldwide Factory Shipments 2,432 1,993 1,581
Consolidated Results

The following is a discussion of the results of operations for the year ended December 31, 2012 as compared to the year ended
December 31, 2011 and for the year ended December 31, 2011 as compared to the year ended December 31, 2010. The discussion of
certain line items (cost of sales, gross margin, selling, administrative and other expenses, and research and development expenses)
includes a presentation of such line items as a percentage of revenues, for the respective periods presented, to facilitate the discussion of
the year over year comparisons.

Revenues, Net

Years Ended December 31, Increase (Decrease)
2012 2011 2010 2012 vs. 2011 2011 vs. 2010
(in millions of dollars)
Revenues, net $65,784 $54,981 $41,946 $10,803 19.6% $13,035 31.1%
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2012 Compared to 2011

Revenues for the year ended December 31, 2012 increased $10,803 million as compared to the year ended December 31, 2011,
approximately $11.2 billion of which was attributable to an increase in our net worldwide factory shipments from 1,993 thousand
vehicles for the year ended December 31, 2011 to 2,432 thousand vehicles for the year ended December 31, 2012. The 22 percent
increase in our net worldwide factory shipments was driven primarily by increased demand for our vehicles, as evidenced by an increase
in our U.S. market share from 10.5% for the year ended December 31, 2011 to 11.2% for the year ended December 31, 2012. In
addition, the increase in our shipments was due to the continued improvement in the U.S. automotive market, which experienced a 13
percent increase in industry vehicle sales from the year ended December 31, 2011 to the year ended December 31, 2012.

Approximately $900 million of the revenue increase was attributable to more favorable net pricing of our 2012 and 2013 model year
vehicles as compared to the prior model years, which was driven by our ability to adjust prices for our vehicle content enhancements in
the current market. Additionally, approximately $100 million of the revenue increase was due to a favorable shift in sales mix to greater
retail shipments as a percentage of total shipments, which is consistent with our continued plan to grow the U.S. retail market while
maintaining stable U.S. fleet shipments. Typically, the average revenue per vehicle for retail shipments is higher than the average
revenue per vehicle for fleet shipments, as our retail customers tend to purchase larger vehicles with more optional features. For
additional information regarding retail and fleet shipments, refer to ~Worldwide Factory Shipments above.

These increases were partially offset by a decrease in revenues of approximately $2.0 billion as a result of a higher percentage growth in
passenger car sales as compared to truck and sport utility vehicle sales as well as consumers purchasing vehicles with option packages
that group commonly selected options at a value price. The options, include, but are not limited to, Uconnect Touch, keyless entry,
leather seats and/or DVD systems being included as standard features in certain vehicles

2011 Compared to 2010

Revenues for the year ended December 31, 2011 increased $13,035 million as compared to the year ended December 31, 2010,
approximately $10.0 billion of which was attributable to an increase in our net worldwide factory shipments from 1,581 thousand
vehicles for the year ended December 31, 2010 to 1,993 thousand vehicles for the year ended December 31, 2011. The increase in our
net worldwide factory shipments was primarily driven by consumer demand for our 16 all-new or significantly refreshed vehicles, 11 of
which first became available for sale early in 2011. In addition, the increase in our shipments was driven by the overall improvement in
the U.S. automotive market, which experienced an 11 percent increase in industry vehicle sales from the year ended December 31, 2010
to the year ended December 31, 2011. Approximately $1.6 billion of the revenue increase was attributable to more favorable net pricing
of our 2011 and 2012 model year vehicles as compared to the prior model years, and reduced reliance on incentives. In addition,
approximately $500 million of the increase was due to a favorable shift in sales mix to greater retail shipments as a percentage of total
shipments.

Cost of Sales

Years Ended December 31, Increase (Decrease)
Percentage Percentage Percentage
2012  of Revenues 2011 of Revenues 2010  of Revenues 2012 vs. 2011 2011 vs. 2010
(in millions  of dollars)
Cost of sales $55,350 84.1% $46,422 84.4% $35,886 85.6% $8,928 19.2% $10,536  29.4%
Gross margin 10,434  15.9% 8,559 15.6% 6,060 14.4% 1,875  21.9% 2,499 41.2%
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We procure a variety of raw materials, parts, supplies, utilities, transportation and other services from numerous suppliers to
manufacture our vehicles, parts and accessories, primarily on a purchase order basis. The raw materials we use typically consist of steel,
aluminum, resin, copper, lead, and precious metals including platinum, palladium and rhodium. The cost of materials and components
makes up a majority of our cost of sales, which was approximately 76 percent, 74 percent and 70 percent for the years ended

December 31, 2012, 2011 and 2010. The remaining costs primarily include labor costs consisting of direct and indirect wages and fringe
benefits as well as depreciation, amortization and transportation costs. Cost of sales also includes warranty and product-related costs, as
well as depreciation expense related to our GDP vehicles. Fluctuations in costs of sales are primarily driven by the number of vehicles
that we produce and sell.

2012 Compared to 2011

Cost of sales for the year ended December 31, 2012 increased $8,928 million compared to the same period in 2011 primarily due to
higher production volumes and an increase in vehicle shipments, which accounted for approximately $8.8 billion of the increase.
Additionally, cost of sales increased due to higher costs associated with the shift in sales mix to greater retail shipments as a percentage
of total shipments also noted above. These increases in cost of sales were partially offset by savings associated with the higher
percentage growth of passenger car sales as compared to truck and SUV sales, as well as our increased sales of vehicles with the value
option packages as noted above in —Revenues, Net.

Material costs for the year ended December 31, 2012 increased by approximately $300 million consistent with our continuing
investments in vehicle components and enhancements. These enhancements include improved engine and transmission technologies,
primarily the 3.6L Pentastar V-6 engine and 8-speed automatic transmission, as well as upgraded media components such as the
Uconnect Touch, featuring an 8.4 inch screen. In addition we continue to upgrade the interiors of our vehicles with features such as
premium leather and LED accent lighting.

Further, price increases for certain raw materials had a negative impact on our cost of sales of approximately $400 million. However, we
were able to partially offset these price increases by achieving certain cost savings, principally from commercial re-negotiations and
technical efficiencies, such as modifying the material content of a part, as well as efficiencies achieved through our ongoing
implementation of WCM processes.

Additionally, during the year ended December 31, 2012, we recognized insurance recoveries totaling $76 million related to losses
sustained in 2011 due to supply disruptions. The proceeds from these recoveries were fully collected as of September 30, 2012. There
were no similar insurance recoveries during the years ended December 31, 2011 and 2010.

2011 Compared to 2010

Cost of sales for the year ended December 31, 2011 increased $10,536 million as compared to the same period in 2010 primarily due to
higher production volumes and an increase in vehicle shipments, which accounted for approximately $7.9 billion of the increase.
Additionally, approximately $1.1 billion of the increase was due to additional costs associated with enhanced features and content in our
2011 and 2012 model year vehicles, including upgraded media and stereo components, improved engine technologies, and upgraded
interiors. In addition, approximately $200 million of the increase was due to the favorable shift in sales mix to more retail shipments as
a percentage of total shipments noted above in —~Revenues, Net. For the year ended December 31, 2011 as compared to the same period
in 2010, price increases for certain raw materials, particularly steel, had an unfavorable impact on our cost of sales of approximately
$650 million. Our exposure to the increase in steel prices was limited because we purchased approximately 65 percent of our steel
pursuant to fixed-price contracts during the first half of 2011 and all of 2010. In the second half of 2011, the percentage of steel
purchased pursuant to fixed-price contracts declined to approximately 40 percent. In addition, we were able to offset these price
increases by achieving certain cost savings, principally from commercial re-negotiations and technical efficiencies, such as modifying
the material content of a part.
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Selling, Administrative and Other Expenses

Years Ended December 31, Increase (Decrease)

Percentage Percentage Percentage
2012  of Revenues 2011 of Revenues 2010 of Revenues 2012 vs. 2011 2011 vs. 2010
(in millions  of dollars)

Selling, administrative and other
expenses $5,179 7.9% $4,751 8.6% $3,797  9.1% $428 9.0% $954  25.1%

Selling, administrative and other expenses include advertising, personnel, warehousing and other costs. Advertising costs accounted for
approximately 53 percent, 54 percent and 44 percent of these costs for the years ended December 31, 2012, 2011 and 2010, respectively.

2012 Compared to 2011

Our advertising costs through the first half of 2012 were relatively consistent with costs incurred during 2011, as we continued to place
great emphasis on our brand- and vehicle-focused campaigns in order to increase consumer awareness of our current portfolio. We
typically incur greater advertising costs in the initial months that new or refreshed vehicles are available to customers in dealerships.
During the second half of 2012, we began incurring greater advertising costs associated with our national and regional advertising
campaigns to support the retail launches of the all-new Dodge Dart and new Ram 1500. In addition, during 2012, we continued to
increase our advertising spending for the Fiat 500 to build upon the growing success of the vehicle and to support the launch of the Fiat
500 Abarth. Personnel expenses also increased during the year ended December 31, 2012 as compared to the same period in 2011,
primarily due to the increase in headcount in 2012 to support our sales, marketing and other corporate initiatives.

2011 Compared to 2010

The increase in selling, administrative and other expenses during the year ended December 31, 2011 as compared to the year ended
December 31, 2010 was primarily due to an increase of approximately $800 million in advertising expenses. The increase in advertising
expenses was primarily driven by our launch of 16 all-new or significantly refreshed vehicles during late 2010 and throughout 2011.
Our key retail launches and significant advertising campaigns in 2011 primarily related to the Fiat 500, Chrysler 200 and 300, as well as
the Dodge Durango and Journey.

Research and Development Expenses, Net

Years Ended December 31, Increase (Decrease)

Percentage Percentage Percentage
2012 of Revenues 2011 of Revenues 2010  of Revenues 2012 vs. 2011 2011 vs. 2010
(in millions  of dollars)

Research and development expenses,
net $2,324  3.5% $1,674  3.0% $1,500 3.6% $650 38.8% $174 11.6%

Research and development expenses consist primarily of material costs and personnel related expenses associated with engineering,
design and development. Our research and development spending has been focused on improving the quality of our vehicles and
reducing the time-to-market of new vehicles. Our efforts entail both short-term improvements related to existing vehicles, which include
easily recognizable and extensive upgrades, and longer term product and powertrain programs. Our research and development expenses
for the years ended December 31, 2012, 2011 and 2010, are net of $51 million, $78 million and $36 million, respectively, of
reimbursements recognized for costs related to shared engineering and development activities performed under the product and platform
sharing agreement that is part of our industrial alliance with Fiat.
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2012 Compared to 2011

The increase in net research and development expenses for the year ended December 31, 2012 as compared to the same period in 2011,
was primarily due to increased spending for direct and indirect materials related to mid-cycle actions, principally the Ram truck lineup,
Jeep Grand Cherokee and Dodge Durango, as well as joint development programs with Fiat, including the CUSW platform utilized for
the all-new Dodge Dart and designed for certain future C- and D- segment vehicles. In addition, we continue to invest in vehicle and
technology enhancements for Fiat vehicles that we will produce and distribute within North America. To support all of these efforts, we
have increased our average headcount for research and development employees by approximately 17 percent period over period to
fulfill specialized needs. The average number of temporary contract workers remained consistent period over period.

2011 Compared to 2010

The increase in net research and development expenses for the year ended December 31, 2011, as compared to the same period in 2010,
was primarily related to joint development programs with Fiat associated with the CUSW platform and various powertrain and other
programs, as well as mid-cycle actions related to our vehicle portfolio. To support these efforts, we have increased our average
headcount for research and development by 26 percent from the year ended December 31, 2010 to the same period in 2011, while also
increasing our temporary contract workers by 49 percent to meet specialized needs.

Restructuring (income) expenses, net

Years Ended December 31, Increase (Decrease)
2012 2011 2010 2012 vs. 2011 2011 vs. 2010
(in millions of dollars)
Restructuring (income) expenses, net $ (61) $ 3 $ 48 $ (64) (2,133.3)%  $ (45) (93.8)%

In connection with the 363 Transaction, we assumed certain liabilities related to specific restructuring actions commenced by Old
Carco. These liabilities represented costs for workforce reduction actions related to our represented and non-represented hourly and
salaried workforce, as well as specific contractual liabilities assumed for other costs, including supplier cancellation claims. In
accordance with the accounting guidance for exit or disposal activities, certain costs associated with these previously announced plans,
such as relocation, contract termination and plant deactivations, are recognized as restructuring expense when the costs are incurred. We
continue to monitor these previously established reserves for adequacy and any necessary adjustments are recorded in the period the
adjustment is determinable.

2012

Restructuring income, net for the year ended December 31, 2012 includes refinements to existing reserve estimates of $62 million
primarily related to decreases in the expected workforce reduction costs and legal claim reserves, as well as other transition costs related
to the integration of the operations of our European distribution and dealer network into Fiat’ s distribution organization. These
refinements, which were based on management’ s adequacy reviews, took into consideration the status of the restructuring actions and
the estimated costs to complete the actions. These refinements were partially offset by $1 million of charges primarily related to costs
associated with employee relocations for previously announced restructuring initiatives.

2011

Restructuring expenses, net for the year ended December 31, 2011 included charges of $51 million primarily related to costs associated
with employee relocations and plant deactivations for previously announced
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restructuring initiatives, as well as other transition costs resulting from the integration of the operations of our European distribution and
dealer network into Fiat’ s distribution organization. These charges were substantially offset by refinements to existing reserve estimates
of $48 million primarily related to decreases in the expected workforce reduction costs, as well as legal and supplier cancellation claim
reserves as a result of management’ s adequacy reviews.

2010

Restructuring expenses, net for the year ended December 31, 2010 included charges of $273 million primarily related to costs resulting
from the integration of the operations of our European distribution and dealer network into Fiat’ s distribution organization, which
included, but were not limited to, workforce reductions, contract cancellations, legal claim costs and other transition costs. The charges
also related to costs associated with workforce reductions and plant deactivations for previously announced restructuring initiatives.
These charges were partially offset by refinements to existing reserve estimates of $227 million, which were primarily the result of the
cancellation of a previously announced plant closure. During 2010, we announced that our Sterling Heights, Michigan assembly plant,
which was scheduled to close after 2012, would remain open in connection with the granting of certain tax incentives by local and state
governments. The adjustments also related to decreases in supplier cancellation claim reserves as a result of the settlement of certain
claims and a net decrease in the expected workforce reduction costs as a result of management’ s adequacy reviews. Restructuring
expenses, net also included $2 million of interest accretion for the year ended December 31, 2010.

Interest Expense

Years Ended December 31, Increase (Decrease)
2012 2011 2010 2012 vs. 2011 2011 vs. 2010
(in millions of dollars)
Interest Expense $1,094 $1,238 § 1,276 $ (144) (11.6)% $(38) 3.0)%

Interest expense included the following (in millions of dollars):

Years Ended December 31, Increase (Decrease)
2012 2011 2010 2012 vs. 2011 2011 vs. 2010
Financial interest expense:
VEBA Trust Note $440 $432 $420 $8 1.9% $12 2.9%
2019 and 2021 Notes 260 157 - 103 65.6% 157 100.0%
Tranche B Term Loan 181 111 - 70 63.1% 111 100.0%
Canadian Health Care Trust Notes 99 92 - 7 7.6% 92 100.0%
Mexican development banks
credit facilities 58 41 18 17 41.5% 23 127.8%
U.S. Treasury first lien credit facilities = 202 514 (202) (100.0)% 312) (60.7)%
EDC credit facilities - 44 107 (44) (100.0)% (63) (58.9)%
Other 53 62 95 ©) (14.5)% (33) 34.71%
Interest accretion, primarily related to
debt discounts, debt issuance costs and fair
value adjustments 119 170 229 (51) 30.0% (59) (25.8)%
Payable-in-kind interest = 27 68 27) (100.0)% (41) (60.3)%
Capitalized interest related to capital
expenditures (116) (100) (175) (16) (16.0)% 75 42.9%
Total $1,094 $1,238 $1,276 $(144) (11.6)% $(38) (3.0)%
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2012 compared to 2011 and 2010

The decrease in interest expense for the year ended December 31, 2012 as compared to the years ended December 31, 2011 and 2010
was primarily due to the interest savings and reduced interest accretion achieved as a result of our debt refinancing transaction in May
2011. In that transaction, we repaid our outstanding obligations under the U.S. Treasury and EDC credit facilities and entered into the
Tranche B Term Loan and issued the 2019 Notes and 2021 Notes. Refer to —Liguidity and Capital Resources below, for additional
information regarding our refinancing transaction. The interest savings and reduced interest accretion are primarily due to the Tranche B
Term Loan and 2019 Notes and 2021 Notes having lower effective interest rates and debt discounts than the U.S. Treasury and EDC
credit facilities. Refer to —Loss on Extinguishment of Debt below, for additional information regarding the write off of the U.S. Treasury
and EDC credit facilities unamortized discounts and debt issuance costs. The decrease was partially offset by additional interest expense
incurred on the Canadian Health Care Trust Notes issued on December 31, 2010 and the Mexican development banks credit facilities
entered into in July 2010 and December 2011.

Loss on Extinguishment of Debt

Years Ended December 31, Increase (Decrease)
2012 2011 2010 2012 vs. 2011 2011 vs. 2010
(in millions of dollars)
Loss on extinguishment of debt $ - § 551 $§ - $(551) (100.0)% $551 100.0%

In connection with the repayment of our outstanding obligations under the U.S. Treasury and EDC credit facilities, we recognized a
$551 million loss on extinguishment of debt, which consisted of the write off of $136 million of unamortized discounts and $34 million
of unamortized debt issuance costs associated with the U.S. Treasury credit facilities and $367 million of unamortized discounts and
$14 million of unamortized debt issuance costs associated with the EDC credit facilities. Refer to —Liquidity and Capital Resources
below, for additional information regarding our refinancing transaction.

Income Tax Expense

Years Ended December 31, Increase (Decrease)
2012 2011 2010 2012 vs. 2011 2011 vs. 2010
(in millions of dollars)
Income tax expense $274 $ 198 $ 139 $76 38.4% $59 42.4%

Our effective income tax rate differs from the expected federal statutory rate of 35 percent primarily because we are a limited liability
company, or LLC, taxed as a partnership and substantially all of our wholly-owned U.S. subsidiaries are LLCs that are disregarded
entities for U.S. federal tax purposes. The difference is also due to differences between foreign statutory tax rates and the U.S. federal
statutory tax rate.

2012

Our effective income tax rate for the year ended December 31, 2012 was 14 percent, primarily due to income generated by us and
certain of our wholly-owned U.S. subsidiaries. Income tax expense for the year ended December 31, 2012 was primarily driven by
foreign tax provisions as a result of our subsidiaries in foreign jurisdictions having current period taxable earnings.

2011

Our effective income tax rate for the year ended December 31, 2011 was 52 percent, primarily due to losses generated by us and certain
of our wholly-owned U.S. subsidiaries. Income tax expense for the year ended
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December 31, 2011 was primarily driven by foreign tax provisions as a result of our subsidiaries in foreign jurisdictions having current
period taxable earnings and adjustments made to prior year returns. Income tax expense also includes provisions for U.S. state and local
taxes.

2010

Our effective income tax rate for the year ended December 31, 2010 was negative 27 percent, primarily due to losses generated by us
and certain of our wholly owned U.S. subsidiaries, as well as the establishment of additional Canadian income tax receivables for prior
year tax refunds and increases in valuation allowances in the U.S., Canada and other foreign jurisdictions.

Non-Cash Charges (Gains)

The following summarizes our significant non-cash charges (gains) (in millions of dollars):

Years Ended December 31,

2012 2011 2010
Loss on extinguishment of debt $ - $ 551 § -
Valuation allowances against deferred tax assets (77) 6 100
Total significant non-cash charges $ (77) $ 557 $ 100

Liquidity and Capital Resources
Liquidity Overview

We require significant liquidity in order to meet our obligations and fund our business plan. Short-term liquidity is required to purchase
raw materials, parts and components required for vehicle production, and to fund selling, administrative, research and development, and
other expenses. In addition to our general working capital needs, we expect to use significant amounts of cash for the following
purposes: (i) capital expenditures to support our existing and future products; (ii) principal and interest payments under our financial
obligations and (iii) pension and OPEB payments. Our capital expenditures are estimated to be approximately $4 billion in 2013, which
we plan to fund with cash generated primarily from our operating activities.

Refer to —Contractual Obligations below, for additional information regarding short-term and long-term payments due under our
significant contractual obligations and commitments as of December 31, 2012. Liquidity needs are met primarily through cash
generated from operations, including the sale of vehicles and service parts to dealers, distributors and other customers worldwide. We
also have access to an undrawn revolving credit facility as detailed under the caption ~Total Available Liquidity below. In addition, long-
term liquidity needs may involve some level of debt refinancing as outstanding debt becomes due or we are required to make
amortization or other principal payments. Although we believe that our current level of total available liquidity is sufficient to meet our
short-term and long-term liquidity requirements, we regularly evaluate opportunities to improve our liquidity position and reduce our
net industrial debt over time in order to enhance our financial flexibility and to achieve and maintain a liquidity and capital position
consistent with that of our principal competitors.

Any actual or perceived limitations of our liquidity may affect the ability or willingness of counterparties, including dealers, suppliers
and financial service providers, to do business with us, or require us to restrict additional amounts of cash to provide collateral security
for our obligations. Our liquidity levels are subject to a number of risks and uncertainties, including those described in ltem 1A. Risk
Factors.
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Total Available Liquidity

At December 31, 2012, our total available liquidity was $12,914 million, including $1,300 million available to be borrowed under our
Revolving Facility. We may access these funds subject to the conditions of our Senior Credit Facilities and may use the proceeds for
general corporate and/or working capital purposes. The terms of our Senior Credit Facilities require us to maintain a minimum liquidity
of $3.0 billion inclusive of any amounts undrawn on our Revolving Facility. Total available liquidity includes cash and cash equivalents,
which are subject to intra-month, foreign exchange and seasonal fluctuations. Restricted cash is not included in our presentation of total
available liquidity.

The following summarizes our total available liquidity (in millions of dollars):

December 31, 2012 December 31, 2011
Cash and cash equivalents (1) $ 11,614 $ 9,601
Revolving Facility availability (2) 1,300 1,300
Total Available Liquidity $ 12,914 $ 10,901

(1) The foreign subsidiaries for which we have elected to permanently reinvest earnings outside of the U.S. held $1.1 billion and $0.7
billion of cash and cash equivalents as of December 31, 2012 and 2011, respectively. Our current plans do not demonstrate a need
to, nor do we have plans to, repatriate the retained earnings from these subsidiaries, as the earnings are permanently reinvested.
However, if we determine, in the future, that it is necessary to repatriate these funds or we sell or liquidate any of these
subsidiaries, we may be required either to pay taxes, even though we are not currently a taxable entity for U.S. federal income tax
purposes, or make distributions to our members to pay taxes associated with the repatriation or the sale or liquidation of these
subsidiaries. We may also be required to accrue and pay withholding taxes, depending on the foreign jurisdiction from which the
funds are repatriated.

(2)  Prior to the final maturity date of the Senior Credit Facilities, we have the option to increase the amount of these facilities in an
aggregate principal amount not to exceed $1.2 billion, either through an additional term loan, an increase in the Revolving
Facility or a combination of both.

The increase of $2,013 million in total available liquidity from December 31, 2011 to December 31, 2012, reflects a $2,013 million
increase in cash and cash equivalents resulting from net cash provided from operating activities of $5,821 million, offset by net cash
used in investing activities of $3,557 million and net cash used in financing activities of $251 million. Refer to —Cash Flows below, for
additional information regarding our changes in cash and cash equivalents.

Restricted Cash

Restricted cash, which includes cash equivalents, was $371 million at December 31, 2012. Restricted cash included $259 million held
on deposit or otherwise pledged to secure our obligations under various commercial agreements guaranteed by a subsidiary of Daimler,
$24 million of collateral for foreign currency exchange and commodity hedge contracts, and $88 million of collateral for other
contractual agreements.

Working Capital Cycle

Our business and results of operations depend upon our ability to achieve certain minimum vehicle sales volumes. As is typical for an
automotive manufacturer, we have significant fixed costs, and therefore, changes in our vehicle sales volume can have a significant
effect on profitability and liquidity. We generally receive payment on sales of vehicles in North America within a few days of shipment
from our assembly plants, whereas there is a lag between the time we receive parts and materials from our suppliers and the time we are
required to pay for them. Therefore, during periods of increasing vehicle sales, there is generally a corresponding positive impact on our
cash flow and liquidity. Alternatively, during periods in which vehicle sales decline, there is
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generally a corresponding negative impact on our cash flow and liquidity. In addition, the timing of our vehicle sales under our
guaranteed depreciation program can cause seasonal fluctuations in our working capital. Typically, the number of vehicles sold under
the program peak during the second quarter and then taper off during the third quarter.

Cash Flows

Year Ended December 31, 2012 compared to Years Ended December 31, 2011 and 2010

Operating Activities —Year Ended December 31, 2012

For the year ended December 31, 2012, our net cash provided by operating activities was $5,821 million and was primarily the result of:

(i)

(i)

(iii)

(iv)

V)

net income of $1,668 million, adjusted to add back $2,787 million for depreciation and amortization expense (including
amortization and accretion of debt discounts, debt issuance costs, fair market value adjustments and favorable and
unfavorable lease contracts);

a $1,325 million increase in trade liabilities, primarily due to increased production in response to increased consumer demand
of our vehicles, which was consistent with the increase in our worldwide factory shipments;

a $600 million increase in accrued sales incentives, primarily due to an increase in our U.S. dealer inventory levels at
December 31, 2012 versus December 31, 2011 to support increased sales volumes across all nameplates and deliveries of our
newly launched Dodge Dart and the new Ram 1500 at the end of 2012;

a $478 million decrease in receivables due from Fiat as a result of greater sales to Fiat during the fourth quarter of 2011
versus the fourth quarter of 2012, primarily due to reduced consumer demand as a result of the continuing economic
weakness in several European countries; and

a $184 million increase in payables due to Fiat as a result of increased purchases of vehicles, parts and services during late
2012 as compared to late 2011, as a result of us becoming the primary distributor for Fiat vehicles in certain countries.

These increases in our net cash provided by operating activities were partially offset by:

(i)

(i)

(iii)
(iv)

a $630 million increase in inventory, primarily due to increased finished vehicle levels at December 31, 2012 versus
December 31, 2011. These increases were primarily driven by an increase in our international vehicle inventory levels in
order to support consumer demand for both our and Fiat’ s vehicles. In 2012, we began distributing Fiat vehicles through
more of our international distribution centers;

a $513 million combined decrease in the residual value guarantees accruals and deferred revenue related to our GDP
vehicles, primarily driven by the decrease in the number of U.S. GDP vehicles in-service at December 31, 2012 versus
December 31, 2011, as rental car companies moved towards purchasing non-GDP vehicles due to the improved residual
values of our vehicles. This decrease is mostly offset by a decrease in the related vehicles classified as equipment on
operating leases;

$443 million of pension and OPEB contributions; and

a $334 million increase in accounts receivable primarily due to an increase in receivables from third party international
dealers and distributors due to increased sales at the end of 2012 as compared to
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2011 due to consumer demand. Our payment terms on vehicle sales outside of North America are longer than vehicle sales in
North America, which are typically collected within a few days of shipment from our assembly plants.

Operating Activities —Year Ended December 31, 2011

For the year ended December 31, 2011, our net cash provided by operating activities was $4,603 million and was primarily the result of:

(i) net income of $183 million, adjusted to add back the $551 million loss on extinguishment of debt associated with the
repayment of our U.S. Treasury and EDC credit facilities and $3,062 million of depreciation and amortization expense
(including amortization and accretion of debt discounts, debt issuance costs, fair market value adjustments and favorable and
unfavorable lease contracts);

(i) a $1,711 million increase in trade liabilities, primarily due to increased production in response to increased consumer demand
for our vehicles following the introduction of our 16 all-new or significantly refreshed vehicles, which was consistent with
the increase in our worldwide factory shipments;

(iii) $374 million in collections from Daimler AG, or Daimler, related to the Daimler tax receivable. Refer to —Daimler Tax
Receivable, below, for additional information related to these collections;

(iv) a $274 million increase in payables due to Fiat as a result of increased purchases of parts and services during late 2011 as
compared to late 2010; and

(v) a$301 million increase in accrued sales incentives, primarily to an increase in our U.S. dealer inventory levels as
December 31, 2011 versus December 31, 2010, mostly due to an increase in our shipments during late 2011 versus the end of
2010 in order to meet consumer demand for our 16 all-new or significantly refreshed vehicles.

These increases in our net cash provided by operating activities were partially offset by:

(i) a$751 million increase in receivables due from Fiat as a result of increased sales of vehicles, service parts and services to
Fiat during 2011 as compared to the end of 2010, primarily due to the integration of our European distribution and dealer
network organization into Fiat’ s distribution organization;

(ii)) a $721 million increase in inventory, primarily due to increased finished vehicle and work in process levels at December 31,
2011 versus December 31, 2010. These increases were primarily driven by the overall increase in production levels and
international vehicle shipments due to greater consumer demand for our vehicles and the vehicles we manufacture for Fiat;

(iii) $579 million of pension and OPEB contributions, partially offset by the collection of a $200 million pension receivable from
Daimler; and

(iv) the repayment of $395 million of capitalized payable-in-kind, or PIK, interest on our U.S. Treasury credit facilities.

Operating Activities —Year Ended December 31, 2010

For the year ended December 31, 2010, our net cash provided by operating activities was $4,195 million and was primarily the result of:

(i) anet loss of $652 million, adjusted to add back $3,308 million for depreciation and amortization expense (including
amortization and accretion of debt discounts, debt issuance costs, fair market value

-76-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents
adjustments and favorable and unfavorable lease contracts), partially offset by $227 million of net non-cash adjustments to
restructuring reserve estimates. Refer to —Results of Operations —Restructuring (Income) Expenses, net above, for additional
information related to these adjustments;

(ii) a $1,469 million increase in trade liabilities, primarily due to increased production, which was consistent with the increase in
our worldwide factory shipments;

(iii) a $931 million decrease in accounts receivable due primarily to lower dealer and fleet receivables, settlement of trade
receivables with Daimler and improved customer collections;

(iv) $377 million in collections from Daimler related to the Daimler tax receivable. Refer to —Daimler Tax Receivable, below, for
additional information related to these collections; and

(v) a$249 million increase in our deferred revenue, primarily due to an increase in the number of vehicles in service under our
guaranteed depreciation program. This increase is mostly offset by an increase in the related vehicles classified as equipment
on operating leases.

These increases in our net cash provided by operating activities were partially offset by:

(i) a $860 million increase in inventory, primarily due to increased finished vehicle and work in process levels to support
multiple product launches in the fourth quarter 2010, partially offset by a reduction in international inventories during the
year due to the sale of inventory to Fiat in connection with its assumption of the management of our distribution and sales
operations in select European countries;

(i) $662 million of pension and OPEB contributions, partially offset by the collection of a $200 million pension receivable from
Daimler; and

(iii) $160 million of payments related to the Canadian HCT Settlement Agreement. Refer to Note 17, Employee Retirement and
Other Benefits, of our accompanying audited consolidated financial statements for additional information related to the
Canadian Health Care Trust Settlement Agreement.

Investing Activities —Year Ended December 31, 2012

For the year ended December 31, 2012, our net cash used in investing activities was $3,557 million and was primarily the result of:
(1)  $3,633 million of capital expenditures to support our investments in existing and future products.
These cash outflows were partially offset by:

(1)  $87 million of proceeds from disposals of equipment and other assets on operating leases, primarily related to our Gold Key
Lease vehicle lease portfolio; and

(i) a $90 million decrease in restricted cash, primarily due to reduced collateral requirements as a result of positive mark-to-
market adjustments for outstanding derivative instruments during the period.

Investing Activities —Year Ended December 31, 2011

For the year ended December 31, 2011, our net cash used in investing activities was $1,970 million and was primarily the result of:

(1)  $3,009 million of capital expenditures to support our investments in existing and future products.
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These cash outflows were partially offset by:

(i)  $704 million of proceeds from disposals of equipment and other assets on operating leases, primarily related to our Gold Key
Lease vehicle lease portfolio;

(ii) a $215 million decrease in restricted cash. The decrease in restricted cash was primarily the result of the release of $167
million of collateral associated with the Gold Key Lease vehicle lease portfolio, which was used to pay down an equivalent
amount outstanding on our Gold Key Lease credit facility. The decrease was also due to the release of initial margin
collateral requirements for foreign currency exchange and commodity hedge contracts, in addition to positive mark-to-market
adjustments; and

(iii)) $96 million of proceeds from U.S. Dealer Automotive Receivables Transition LLC, or USDART, which represented the
remaining balance of a previous advance to USDART that was transferred to us in May 2011, in connection with the
termination of the Ally Master Transaction Agreement, or Ally MTA, between the U.S. Treasury, Ally and USDART. Refer
to —Ally MTA below, for additional information related to the USDART and the Ally MTA.

Investing Activities —Year Ended December 31, 2010

For the year ended December 31, 2010, our net cash used in investing activities was $1,167 million and was primarily the result of:
(1)  $2,385 million of capital expenditures to support our investments in existing and future products.
These cash outflows were partially offset by:

(1)  $1,144 million of proceeds from disposals of equipment and other assets on operating leases, primarily related to our Gold
Key Lease vehicle lease portfolio.

Financing Activities —Year Ended December 31, 2012

For the year ended December 31, 2012, our net cash used in financing activities was $251 million and was primarily the result of:

(i)  $204 million of debt repayments, including $50 million related to the Auburn Hills Headquarters loan, $30 million related to
the Tranche B Term Loan, $25 million related to the Canadian Health Care Trust Note - Tranche D, $15 million related to the
Mexican development banks credit facility and $84 million related to capital leases and other financial obligations; and

(ii) $41 million of repayments of our Gold Key Lease financing obligations, which included the final repayment of the
outstanding asset-backed note payable in June 2012. Gold Key Lease program proceeds used to fund these payments are
included in operating and investing activities.

Financing Activities —Year Ended December 31, 2011

For the year ended December 31, 2011, our net cash used in financing activities was $405 million and was primarily the result of:

(1)  $584 million of repayments of our Gold Key Lease financing obligations, which included the full repayment of the amounts
outstanding on our Gold Key Lease credit facility in April 2011; and
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(ii) $135 million of debt repayments, including $26 million related to the Canadian Health Care Trust Note - Tranche D, $15
million related to the Tranche B Term Loan, $13 million related to the Auburn Hills Headquarters loan and $81 million
related to capital leases and other financial obligations.

These cash outflows were partially offset by:

(1)  $217 million of loan proceeds received in December 2011 as a result of a financing arrangement with certain Mexican
development banks; and

(i) net proceeds received from our refinancing transaction in May 2011, which consisted of:
(a)  $3,160 million of net proceeds from the Secured Senior Notes;
(b)  $2,933 million of net proceeds from the Tranche B Term Loan,;
(¢)  $1,268 million of proceeds received from Fiat’ s exercise of its incremental equity call option;
(d)  $5,460 million of principal repayments (excluding capitalized PIK) of our U.S. Treasury credit facilities;
(e)  $1,723 million of principal repayments of our EDC credit facilities; and

(f)  $72 million of related debt issuance costs.

Financing Activities —Year Ended December 31, 2010

For the year ended December 31, 2010, our net cash used in financing activities was $1,526 million and was primarily the result of:

(1)  $1,637 million of net repayments of our Gold Key Lease financing obligations, which included additional borrowings of
$266 million under an asset-backed securitization facility in May 2010, in which we utilized available operating lease assets
under the Gold Key Lease vehicle lease portfolio to borrow the additional funds. These funds were used to repay a portion of
the amounts outstanding on our Gold Key Lease credit facility;

(i) $166 million of other debt repayments, including $45 million related to the Canadian Health Care Trust Note - Tranche D,
$12 million related to the Auburn Hills Headquarters loan and $109 million related to capital leases and other financial
obligations; and

(iii) $123 million repayment of the Chrysler Receivables SPV LLC, or Receivable SPV, loan.

These cash outflows were partially offset by:

(1)  $400 million of loan proceeds received in July 2010 as a result of a financing arrangement with certain Mexican development
banks.

Net Industrial Debt

Our calculation of Gross and Net Industrial Debt, as well as a detailed discussion of these measures, is included above in -Non-GAAP
Financial Measures —Gross and Net Industrial Debt.
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Our Net Industrial Debt decreased by $1,943 million from $2,932 million at December 31, 2011 to $989 million at December 31, 2012,
primarily due to a $2,013 million increase in cash and cash equivalents. Refer to ~Cash Flows above, for additional information
regarding the increase in our cash and cash equivalents for the year ended December 31, 2012.

Free Cash Flow

Our calculation of Free Cash Flow, as well as a detailed discussion of this measure, is included above in ~Non-GAAP Financial
Measures —Free Cash Flow.

Free Cash Flow for the years ended December 31, 2012, 2011 and 2010 totaled $2,221 million, $1,947 million and $1,355 million,
respectively.

The increase in Free Cash Flow from 2011 to 2012 was primarily due to:

(i)

(i)

a $1,218 million increase in our cash generated from operations. Refer to —Cash Flows above, for additional information
regarding the change in cash generated from operations; and

a $543 million reduction in repayments on our Gold Key Lease financing obligations, primarily due to the significant
reduction in the related outstanding obligations, which is consistent with the wind down of the program. As of June 2012, all
Gold Key Lease financing obligations have been repaid.

These favorable cash flows were partially offset by:

(i)

(i)

(iii)

a $624 million increase in our capital expenditures due to our continued investments to enhance our current and future
product portfolio;

a $617 million reduction in proceeds from disposals of equipment and other assets on operating leases, primarily related to
the wind down of our Gold Key Lease vehicle lease portfolio; and

a $125 million reduction in our change in restricted cash. The $90 million reduction in restricted cash during 2012 was
primarily driven by reduced collateral requirements for foreign currency exchange and commodity hedge contracts as a result
of positive mark-to-market adjustments during 2012. The $215 million reduction in restricted cash during 2011 was primarily
due to the release of $167 million of collateral associated with the Gold Key Lease vehicle lease portfolio and the release of
initial margin collateral requirements for foreign currency exchange and commodity hedge contracts.

The increase in Free Cash Flow from 2010 to 2011 was primarily due to:

(i)

(i)

(iii)

a $1,053 million reduction in our net repayments on our Gold Key Lease financing obligations, primarily due to the
significant reduction in the related outstanding obligations, which is consistent with the wind down of the program;

a $408 million increase in our cash generated from operations. Refer to —Cash Flows above, for additional information
regarding the change in cash generated from operations; and

a $155 million increase in our change in restricted cash, primarily due to 2011 including the release of $167 million of
collateral associated with the Gold Key Lease vehicle lease portfolio and the release of initial margin collateral requirements
for foreign currency exchange and commodity hedge contracts.
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These favorable cash flows were partially offset by:

(i) a $624 million increase in our capital expenditures due to our continued investments to enhance our current and future
product portfolio; and

(i) a $440 million reduction in proceeds from disposals of equipment and other assets on operating leases, primarily related to
the wind down of our Gold Key Lease vehicle lease portfolio.

Repayment of U.S. Treasury and Export Development Canada Credit Facilities

On May 24, 2011, we repaid all amounts outstanding under the U.S. Treasury and EDC credit facilities. Refer to —U.S. Treasury Credit
Facilities and — Export Development Canada Credit Facilities below for additional information related to these agreements.

Payments were made as follows (in millions of dollars):

Principal Accrued Interest Total Payment

U.S. Treasury first lien credit facilities:

Tranche B $2,080 (1) $ 22 $ 2,102

Tranche C 3,675 (2) 65 3,740

Zero Coupon Note 100 - 100
Total U.S Treasury first lien credit facilities 5,855 87 5,942
EDC credit facilities:

Tranche X 1,319 14 1,333

Tranche X-2 404 4 408
Total EDC credit facilities 1,723 18 1,741
Total U.S Treasury and EDC credit facilities $7,578 $ 105 $ 7,683

(1) Includes $80 million of PIK interest previously capitalized. The payment of PIK interest is included as a component of Net Cash
Provided by Operating Activities in the accompanying Consolidated Statements of Cash Flows.

(2) Includes $315 million of PIK interest previously capitalized. The payment of PIK interest is included as a component of Net Cash
Provided by Operating Activities in the accompanying Consolidated Statements of Cash Flows. In addition, as a result of the
termination of the Ally MTA and in accordance with the U.S. Treasury first lien credit agreement, amounts outstanding under that
agreement were reduced by 34 million, the amount of qualifying losses incurred by Ally through April 2011. Refer to Note 13,
Commitments, Contingencies and Concentrations, of our accompanying audited consolidated financial statements for additional
information related to the Ally MTA.

Senior Credit Facilities and Secured Senior Notes

On May 24, 2011, we and certain of our U.S. subsidiaries as guarantors entered into the following arrangements:

Senior Credit Facilities — a $3.0 billion Tranche B Term Loan maturing on May 24, 2017, which was fully drawn on May 24,
2011 and a $1.3 billion revolving credit facility that matures on May 24, 2016, or Revolving Facility, and remains undrawn;

Secured Senior Notes due 2019 - issuance of $1.5 billion of 8 percent secured senior notes due June 15, 2019, or Original
2019 Notes; and

Secured Senior Notes due 2021 - issuance of $1.7 billion of 8 1/4 percent secured senior notes due June 15, 2021, or Original
2021 Notes.
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Senior Credit Facilities

Our Senior Credit Facilities with a syndicate of private sector lenders provide for borrowings of up to $4.3 billion and include, the
Revolving Facility which may be borrowed and repaid from time to time until the maturity date. Up to $200 million of the Revolving
Facility may be used for the issuance of letters of credit. Prior to the final maturity date of each of the facilities, we have the option to
extend the maturity date of all or a portion of these facilities with the consent of the lenders whose loans or commitments are being
extended. We also have the option to increase the amount of these facilities in an aggregate principal amount not to exceed $1.2 billion,
either through an additional term loan, an increase in the Revolving Facility or a combination of both, subject to certain conditions.

The outstanding principal amount of the Tranche B Term Loan is payable in equal quarterly installments of $7.5 million, with the
remaining balance due at maturity. No scheduled principal payments are required on amounts drawn on the Revolving Facility until the
maturity date of the facility.

All amounts outstanding under the Tranche B Term Loan and Revolving Facility bear interest at our option of either a base rate plus
3.75 percent per annum or at LIBOR plus 4.75 percent per annum. For the Tranche B Term Loan, a base rate floor of 2.25 percent per
annum or a LIBOR floor of 1.25 percent per annum applies. We currently accrue interest based on LIBOR. Commencing in July 2011,
interest has been reset every three months and is payable quarterly in January, April, July and October of each year.

We are required to pay commitment fees equal to 0.75 percent per annum, which may be reduced to 0.50 percent per annum if we
achieve a specified consolidated leverage ratio, multiplied by the daily average undrawn portion of the Revolving Facility. Commitment
fees are payable quarterly in arrears.

If we voluntarily prepay all or any portion of the Tranche B Term Loan on or before May 24, 2014, we will be obligated to pay a call
premium. Prior to May 24, 2013, the call premium will be 2.00 percent of the principal amount of such loans prepaid or repriced, and
after May 24, 2013 but on or prior to May 24, 2014, the call premium will be 1.00 percent of the principal amount of such loans prepaid
or repriced. After May 24, 2014, we may make voluntary prepayments under the Tranche B Term Loan without premium or penalty,
except for normal breakage costs.

Mandatory prepayments are required, subject to certain exceptions, from the net cash proceeds of asset sales, incurrence of additional
indebtedness, insurance or condemnation proceeds and excess cash flow. In the case of excess cash flow, the mandatory prepayments
are subject to a leverage-based step-down and only to the extent our liquidity exceeds a certain threshold. Certain mandatory
prepayments are subject to call premiums consistent with the voluntary prepayments.

The Senior Credit Facilities are secured by a senior priority security interest in substantially all of Chrysler Group LLC’ s assets and the
assets of its U.S. subsidiary guarantors, subject to certain exceptions. The collateral includes 100 percent of the equity interests in our
domestic subsidiaries and 65 percent of the equity interests in foreign subsidiaries held directly by Chrysler Group LLC and its U.S.
subsidiary guarantors.

The senior secured credit agreement includes a number of affirmative covenants, many of which are customary, including, but not
limited to, the reporting of financial results and other developments, compliance with laws, payment of taxes, maintenance of insurance
and similar requirements. The senior secured credit agreement also contains several negative covenants, including but not limited to,

(i) limitations on incurrence, repayment and prepayment of indebtedness; (ii) limitations on incurrence of liens; (ii1) limitations on
making restricted payments, including a limit on declaring dividends or making distributions to our members; (iv) limitations on
transactions with affiliates, swap agreements and sale and leaseback transactions; (v) limitations on fundamental changes, including
certain asset sales and (vi) restrictions on certain subsidiary distributions. In addition, the senior secured credit agreement requires us to
maintain a minimum ratio of borrowing base to covered debt, as well as a minimum liquidity of $3.0 billion, which includes any
undrawn amounts on the Revolving Facility.
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The senior secured credit agreement contains a number of events of default related to, (i) failure to make payments when due; (ii) failure
to comply with covenants; (iii) breaches of representations and warranties; (iv) certain changes of control; (v) cross-default with certain
other debt and hedging agreements and (vi) the failure to pay certain material judgments. As of December 31, 2012, we were in
compliance with all covenants under the senior secured credit agreement.

Secured Senior Notes

We entered into an indenture with CG Co-Issuer Inc., our wholly-owned special purpose finance subsidiary, certain of our wholly-
owned U.S. subsidiaries, and Wilmington Trust FSB, as trustee and Citibank, N.A. as collateral agent, paying agent, registrar and
authenticating agent, pursuant to which we issued the Original 2019 Notes and Original 2021 Notes, collectively referred to as the
Original Notes. The Original Notes were issued at par and were sold in a private placement to (i) qualified institutional buyers in
reliance on Rule 144A under the Securities Act of 1933, as amended, or the Securities Act, and (ii) outside the United States to persons
who are not U.S. persons (as defined in Rule 902 of Regulation S under the Securities Act) in compliance with Regulation S under the
Securities Act.

In connection with the offering of the Original Notes, we entered into a registration rights agreement with the initial purchasers of the
Original Notes. Under the terms of the registration rights agreement, we agreed to register notes having substantially identical terms as
the Original Notes with the SEC as part of an offer to exchange freely tradable exchange notes for the Original Notes. On December 29,
2011, and subject to the terms and conditions set forth in our prospectus, we commenced an offer to exchange our new 8§ percent secured
senior notes due 2019, or 2019 Notes, for the outstanding Original 2019 Notes and our new 8 /4 percent secured senior notes due 2021,
or 2021 Notes, for the outstanding Original 2021 Notes. The 2019 Notes and 2021 Notes are collectively referred to as the Notes.

On February 1, 2012, our offers to exchange the Original 2019 Notes and Original 2021 Notes expired. Substantially all of the Original
Notes were tendered for the Notes. The holders of the Notes received an equal principal amount of 2019 Notes for the Original 2019
Notes and an equal principal amount of 2021 Notes for the Original 2021 Notes. The form and terms of the Notes are identical in all
material respects to the Original Notes, except that the Notes do not contain restrictions on transfer.

Beginning December 15, 2011, interest on each series of the Original Notes is payable semi-annually in June and December of each
year, to the holders of record of such Original Notes at the close of business on June 1 or December 1, respectively, preceding such
interest payment date.

We may redeem, at any time, all or any portion of the 2019 Notes on not less than 30 and not more than 60 days’ prior notice mailed to
the holders of the 2019 Notes to be redeemed. Prior to June 15, 2015, the 2019 Notes will be redeemable at a price equal to the principal
amount of the 2019 Notes being redeemed, plus accrued and unpaid interest to the date of redemption and a “make-whole” premium
calculated under the indenture. At any time prior to June 15, 2014, we may also redeem up to 35 percent of the aggregate principal
amount of the 2019 Notes, at a redemption price equal to 108 percent of the principal amount of the 2019 Notes being redeemed, plus
accrued and unpaid interest to the date of redemption with the net cash proceeds from certain equity offerings. On and after June 15,
2015, the 2019 Notes are redeemable at redemption prices specified in the indenture, plus accrued and unpaid interest to the date of
redemption. The redemption price is initially 104 percent of the principal amount of the 2019 Notes being redeemed for the twelve
months beginning June 15, 2015, decreasing to 102 percent for the year beginning June 15, 2016 and to par on and after June 15, 2017.

We may redeem, at any time, all or any portion of the 2021 Notes on not less than 30 and not more than 60 days’ prior notice mailed to
the holders of the 2021 Notes to be redeemed. Prior to June 15, 2016, the 2021 Notes will be redeemable at a price equal to the principal
amount of the 2021 Notes being redeemed, plus accrued and unpaid interest to the date of redemption and a “make-whole” premium
calculated under the indenture. At any
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time prior to June 15, 2014, we may also redeem up to 35 percent of the aggregate principal amount of the 2021 Notes, at a redemption
price equal to 108.25 percent of the principal amount of the 2021 Notes being redeemed, plus accrued and unpaid interest to the date of
redemption with the net cash proceeds from certain equity offerings. On and after June 15, 2016, the 2021 Notes are redeemable at
redemption prices specified in the indenture, plus accrued and unpaid interest to the date of redemption. The redemption price is initially
104.125 percent of the principal amount of the 2021 Notes being redeemed for the twelve months beginning June 15, 2016, decreasing
to 102.75 percent for the year beginning June 15,2017, to 101.375 percent for the year beginning June 15, 2018 and to par on and after
June 15, 2019.

The indenture includes affirmative covenants, including the reporting of financial results and other developments. The indenture also
contains negative covenants related to our ability and, in certain instances, the ability of certain of our subsidiaries to, (i) pay dividends
or make distributions on the Company’ s capital stock or repurchase the Company’ s capital stock; (ii) make restricted payments;

(iii) create certain liens to secure indebtedness; (iv) enter into sale and leaseback transactions; (v) engage in transactions with affiliates;
(vi) merge or consolidate with certain companies and (vii) transfer and sell assets.

The indenture provides for customary events of default, including but not limited to, (i) nonpayment; (ii) breach of covenants in the
indenture; (iii) payment defaults or acceleration of other indebtedness; (iv) a failure to pay certain judgments and (v) certain events of
bankruptcy, insolvency and reorganization. If certain events of default occur and are continuing, the trustee or the holders of at least 25
percent in aggregate of the principal amount of the Notes outstanding under one of the series may declare all of the Notes of that series
to be due and payable immediately, together with accrued interest, if any. As of December 31, 2012, we were in compliance with all
covenants under the indenture.

VEBA Trust Note

On June 10, 2009, and in accordance with the terms of a settlement agreement between us and the UAW, or the VEBA Settlement
Agreement, we issued a senior unsecured note with a face value of $4,587 million to the VEBA Trust, or VEBA Trust Note. Refer to
Note 17, Employee Retirement and Other Benefits, of our accompanying audited consolidated financial statements for additional
information related to the VEBA Settlement Agreement.

The VEBA Trust Note has an implied interest rate of 9.0 percent per annum and requires annual payments of principal and interest on
July 15. Scheduled VEBA Trust Note payments through 2012 did not fully satisfy the interest accrued at the implied rate. In accordance
with the agreement, the difference between a scheduled payment and the accrued interest through June 30 of the payment year was
capitalized as additional debt on an annual basis. In July 2012, 2011 and 2010, we made scheduled payments of $400 million, $300
million and $315 million, respectively, on the VEBA Trust Note and accrued interest of $38 million, $126 million and $123 million,
respectively, was capitalized as additional debt.

Canadian Health Care Trust Notes

On December 31, 2010, Chrysler Canada issued four unsecured promissory notes to an independent Canadian Health Care Trust in an
initial aggregate face value of $976 million ($974 million CAD), or Canadian Health Care Trust Notes, as part of the settlement of its
obligations with respect to retiree health care benefits for the Covered Group. In addition, the Canadian Health Care Trust Notes had
accrued interest from January 1, 2010 through December 31, 2010 of $80 million ($80 million CAD) and a $31 million ($31 million
CAD) net premium. Refer to Note 17, Employee Retirement and Other Benefits, of our accompanying audited consolidated financial
statements for additional information related to the Canadian Health Care Trust Settlement Agreement.

Payments on the Canadian Health Care Trust Notes are due on June 30 of each year unless that day is not a business day in Canada, in
which case payments are due on the next business day. The scheduled Tranche A and
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Tranche B note payments through 2012 did not fully satisfy the interest accrued at the stated rate of 9.0 percent per annum. Accordingly,
on the payment date, the difference between the scheduled payment and the interest accrued through the payment date was capitalized
as additional debt. We are not required to make a payment on the Tranche C note until 2020. However, interest accrued at the stated rate
of 7.5 percent per annum on the Tranche C note will be capitalized as additional debt on the payment date of the Tranche B note through
2019. In July 2012 and June 2011, $74 million ($76 million CAD) and $27 million ($26 million CAD), respectively, of interest accrued
in excess of the scheduled payments was capitalized as additional debt.

The terms of each of the notes are substantially similar and provide that each note will rank pari passu with all existing and future
unsecured and unsubordinated indebtedness for borrowed money of Chrysler Canada, and that Chrysler Canada will not incur
indebtedness for borrowed money that is senior in any respect in right of payment to the notes.

Mexico Development Banks Credit Facilities

In July 2010, Chrysler de Mexico, our principal operating subsidiary in Mexico, entered into a financing arrangement with certain
Mexican development banks which provides for a 15 year amortizing term loan facility equal to the Mexican peso equivalent of $400
million. The facility was fully drawn during July 2010 and was funded in Mexican pesos. Any amounts repaid on the facility cannot be
re-borrowed.

In December 2011, Chrysler de Mexico entered into a financing arrangement with certain Mexican development banks which provides
for a ten year amortizing term loan facility of 3.0 billion Mexican pesos. The facility was fully drawn during December 2011 and was
funded in Mexican pesos. Principal payments on the loan are not required until 2016, and any amounts repaid cannot be re-borrowed.

The terms of these loans are similar. Chrysler de Mexico placed certain of its assets in special purpose trusts to secure repayment of the
loans, including certain receivables and property, plant and equipment. As of December 31, 2012 and 2011, Chrysler de Mexico had $66
million and $56 million of cash on deposit with the trusts, which is included in Prepaid Expenses and Other Assets in the accompanying
Consolidated Balance Sheets. The loans require compliance with certain covenants, including but not limited to, limitations on liens,
incurrence of debt and asset sales. As of December 31, 2012 we were in compliance with all covenants under the facilities.

Gold Key Lease

Chrysler Canada maintains our Gold Key Lease vehicle lease portfolio. The related vehicles are leased to Canadian consumers and were
financed by asset-backed securitization facilities, as well as a $5.0 billion ($5.0 billion CAD) secured revolving credit facility. In June
2012, we repaid the remaining outstanding balance of the asset-backed note payable. These obligations were primarily repaid out of
collections from the operating leases and proceeds from the sales of the related vehicles. We are currently winding down the Gold Key
Lease program, therefore, no additional funding will be required. No vehicles were added to the portfolio during the years ended
December 31, 2012 and 2011.

U.S. Treasury Credit Facilities

On June 10, 2009, and in connection with the 363 Transaction, we entered into a first lien credit agreement with the U.S. Treasury,
which included a $2.0 billion term loan, or Tranche B Loan, used to acquire substantially all of the net operating assets of Old Carco.
The credit agreement also made various term loans available to us for future working capital needs in an amount not to exceed $4.6
billion, or Tranche C Commitment. In addition, we provided the U.S. Treasury a $288 million note and assumed $500 million of U.S.
Treasury loans originally provided to Chrysler Holding LLC for the benefit of Old Carco. We collectively refer to these loans, as well as
the amounts drawn on the Tranche C Commitment as Tranche C Loans. We also provided the U.S. Treasury a $100 million zero coupon
note.
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The Tranche C Commitment was scheduled to accrue quarterly PIK interest of a maximum of $17 million through June 10, 2017, and
the PIK interest was to be capitalized on a quarterly basis. Accordingly, $17 million and $68 million of PIK interest was capitalized as
additional debt during the three months ended March 31, 2011 and the year ended December 31, 2010, respectively.

On May 24, 2011, we repaid all amounts owed under the U.S. Treasury first lien credit agreement and terminated all lending
commitments thereunder. See —Repayment of U.S. Treasury and Export Development Canada Credit Facilities, above, for additional
information.

Export Development Canada Credit Facilities

Chrysler Canada entered into a loan and security agreement with the EDC on March 30, 2009, which was subsequently amended on
April 29, 2009, pursuant to which the EDC provided a $1,238 million ($1,209 million CAD) secured term loan facility known as
Tranche X. On June 10, 2009, the EDC loan agreement was amended and restated to increase the secured term loan facility by a CAD
equivalent of $909 million USD, up to a maximum of $1,116 million CAD. The increase in the loan facility was known as Tranche X-2.
In addition to the Tranche X and Tranche X-2 loans, Chrysler Canada provided the EDC additional notes of $81 million ($80 million
CAD). The additional notes are included in the Tranche X facility.

On May 24, 2011, we repaid all amounts owed under the EDC loan and security agreement and terminated all lending commitments
thereunder. See —Repayment of U.S. Treasury and Export Development Canada Credit Facilities, above, for additional information.

Ally MTA

Prior to May 2011, we were a party to the Ally MTA between the U.S. Treasury, Ally and USDART. The Ally MTA provided for a risk
sharing arrangement, in which USDART would reimburse Ally for qualifying losses on loans with third party Chrysler Group
dealerships issued prior to November 21, 2009. In May 2011, all parties mutually agreed to terminate the Ally MTA. Under the terms of
the agreement, $96 million, which represented the remaining balance of a previous advance to USDART, was transferred to us. In
addition, under the terms of the U.S. Treasury first lien credit agreement, amounts outstanding under that agreement were reduced by

$4 million, the amount of qualifying losses incurred by Ally through April 2011.

Receivables SPV

In March 2010, we repaid, in full, the $123 million outstanding on a loan facility provided by the U.S. Treasury to Receivables SPV
related to the Auto Supplier Support Program. In April 2010, the Auto Supplier Support Program expired and, in accordance with the
terms of the agreement, we paid the U.S. Treasury a $40 million exit fee associated with the program, as well as $5 million, which
represented 50 percent of the residual equity of Receivables SPV. Refer to Note 3, Variable Interest Entities, of our accompanying
audited consolidated financial statements for additional information related to Receivables SPV.

Daimler Tax Receivable

During the years ended December 31, 2011 and 2010, we received reimbursements from Daimler of $374 million and $377 million,
respectively, related to tax payments previously made by us which had been previously applied by the Canada Revenue Agency and the
Provincial Tax Authorities against additional taxes assessed related to the Canadian transfer pricing matter. No such reimbursements
were received during the year ended December 31, 2012.

For additional information related to the Daimler tax receivable, refer to Note 12, Income Taxes, of our accompanying audited
consolidated financial statements.
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Cash Management & Risk Management Policies

Our cash management and risk management activities are governed by internal policies designed to: (i) maintain appropriate internal
control over disbursements; (ii) ensure our ability to pay all outstanding obligations when due; and (iii) obtain a reasonable return while
maintaining appropriate diversification and minimizing counterparty risk. These policies include permitted investment guidelines,
counterparty evaluation and limits, derivative guidelines, funding guidelines, credit and collections guidelines, compliance monitoring,
internal control requirements and controls over electronic funds transactions.

Investments of Corporate Cash

Cash and cash equivalents are primarily invested in short-term instruments with highly rated counterparties. Counterparties are
evaluated in accordance with internal guidelines. Limits are established for each approved counterparty and actual exposures are tracked
against the limits.

Defined Benefit Pension Plans and OPEB Plans —Contributions and Funded Status

Contributions and Payments. Our funding policy for defined benefit pension plans and OPEB plans is to contribute at least the
minimum amounts required by applicable laws and regulations. Occasionally, additional discretionary contributions in excess of those
legally required are made to achieve certain desired funding levels. Since the inception of our various pension plans, contributions have
exceeded minimum required funding amounts. In the U.S., these excess amounts are tracked, and the resulting credit balance can be
used to satisfy minimum funding requirements in future years. As of December 31, 2012, the combined credit balances for our U.S.
qualified pension plans is approximately $2.7 billion. While the usage of credit balances to satisfy minimum funding requirements is
subject to our plans maintaining certain funding levels, we expect to be able to utilize the credit balances in 2013 such that no
significant additional cash contributions are required for our U.S. plans in 2013, although we may voluntarily elect to make
contributions.

The following summarizes employer contributions made to our defined benefit pension plans or direct benefit payments to plan
participants (in millions of dollars):

Years Ended December 31,
2012 2011 2010
Total employer contributions $254 $362 $390

In connection with the 363 Transaction, we acquired a $600 million receivable from a subsidiary of Daimler to fund contributions to our
U.S. pension plans. This receivable was payable to us in three equal annual installments beginning in 2009. The third and final $200
million installment was received by us in 2011. Amounts received were utilized to fund a portion of our contributions to our funded
pension plans in each year upon receipt of the installments.

Employer contributions to our funded pension plans are expected to be approximately $998 million in 2013, of which discretionary
contributions of $526 million and $115 million will be made to the U.S. and Canadian plans, respectively; and $6 million and $351
million will be made to our U.S. and Canadian plans, respectively, to satisfy minimum funding requirements. Employer contributions to
our unfunded pension and OPEB plans in 2013 are expected to be $40 million and $190 million, respectively, which represents the
expected benefit payments to participants.

In July 2012, a U.S. pension funding relief measure known as the Moving Ahead for Progress in the 21st Century Act, or MAP-21, was
signed into law. The aim of MAP-21 is to ease employer funding obligations so that assets are available for capital improvements,
workforce expansions and other economic growth stimuli. Under MAP-21, employers can calculate defined benefit pension plan
liabilities for funding purposes using discount
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rates based on a 25-year average of interest rates, which has the effect of increasing discount rates and reducing minimum funding
requirements. Previously, the discount rates used to calculate liabilities were solely based upon a two-year average of interest rates,
which resulted in higher minimum funding requirements due to recent interest rates being low. The change in discount rates used to
determine our minimum funding requirements did not impact the reported funded status of our U.S. plans.

Additionally, during the second half of 2012, Canadian pension regulators extended the filing deadline for actuarial valuation reports to
February 28, 2013. Required contributions are due within sixty days following the filing deadline.

The following summarizes net benefit payments expected to be paid, based on the last remeasurement of all of our plans as of
December 31, 2012 which reflects estimated future employee service (in millions of dollars):

Pension Benefits @
2013 $ 2,331 $190
2014 2,272 185
2015 2,227 181
2016 2,186 180
2017 2,150 179
2018 — 2022 10,324 882

During the life of the plans, we intend to primarily utilize plan assets to fund benefit payments and minimize our cash contributions.
OPEB payments are currently funded from our cash flows from operations.

Defined Benefit Pension Plans —Funded Status. The following summarizes the funded status of our pension plans (in millions of
dollars):

December 31,

2012 2011
Benefit obligation $34,837 $31,980
Fair value of plan assets 25,972 25,444
Funded status of plans $(8,865) $(6,536)

The change in funded status from December 31, 2011 to December 31, 2012 was primarily due to the impacts of changes in discount
rates of $3,174 million during 2012, as well as service and interest costs of $1,838 million. These changes were partially offset by the
actual return on plan assets of $2,378 million and company contributions of $254 million made during 2012.

OPEB Plans —Funded Status

Our OPEB plans were underfunded by $3,073 million at December 31, 2012 and by $2,729 million at December 31, 2011. The change
in funded status was primarily due to the impacts of changes in discount rates and actuarial assumptions of $367 million and service and
interest costs of $159 million during 2012. These changes were partially offset by company contributions of $189 million made directly
to pay benefits.

For additional information related to our defined benefit pension and OPEB plans, refer to Note 17, Employee Retirement and Other
Benefits, of our accompanying audited consolidated financial statements.

Off-Balance Sheet Arrangements

We have entered into various off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our
financial condition, results of operations or liquidity. These include variable interest entities, or VIEs. For a discussion of our VIEs, refer
to Note 3, Variable Interest Entities, of our accompanying audited consolidated financial statements.
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Arrangements with Key Suppliers

From time to time, in the ordinary course of our business, we enter into various arrangements with key suppliers in order to establish
strategic and technological advantages. A limited number of these arrangements contain unconditional purchase obligations to purchase
a fixed or minimum quantity of goods and/or services with fixed and determinable price provisions. Purchases under these arrangements
from third parties were $437 million, $674 million and $295 million for the years ended December 31, 2012, 2011 and 2010,
respectively.

In addition, certain of the arrangements we have entered into with Fiat contain unconditional purchase obligations to purchase a fixed or
minimum quantity of goods and/or services with fixed and determinable price provisions. Purchases under these arrangements were
$383 million and $305 million for the year ended December 31, 2012 and 2011, respectively. We did not have any purchases under
these arrangements for the year ended December 31, 2010.

We also enter into similar arrangements containing unconditional purchase obligations to purchase a minimum quantity of goods for
which pricing is variable, and therefore do not have fixed and determinable future payment streams. Under these arrangements we are
obligated to make payments or receive reimbursements if our purchase volumes are outside a specified range of values. Purchases from
third parties under these arrangements were $441 million, $346 million and $116 million for the years ended December 31, 2012, 2011
and 2010, respectively. We did not have any purchases from unconsolidated related companies under these arrangements.

Contractual Obligations

The following summarizes payments due under our significant contractual obligations and commitments as of December 31, 2012 (in
millions of dollars):

Payments Due by Period
2018 and
2013 2014-2015 2016-2017 thereafter Total

Long term financial liabilities (1) $436 $ 895 $ 3,875 $7,836 $13,042
Capital lease obligations 36 75 71 105 287
Interest on long term financial liabilities and capital

lease obligations (2) 1,059 2,030 1,776 2,263 7,128
Operating lease commitments 135 193 126 195 649
Unconditional minimum purchase obligations 294 403 162 - 859
Pension contribution requirements (3) 357 - - - 357
Total $2,317 $ 3,596 $ 6,010 $10,399 $22,322

(1) The amounts above are net of fair value adjustments, discounts, premiums and loan origination fees totaling 3726 million. For
additional information refer to Note 11, Financial Liabilities, of our accompanying audited consolidated financial statements.

(2)  Amounts include interest payments based on contractual terms and current interest rates on our debt and capital lease obligations.
Interest payments based on variable rates included above were determined using the current interest rate in effect at December 31,
2012.

(3) Pension contribution requirements are based on an estimate of our minimum funding requirements pursuant to the Employee
Retirement Income Security Act, or ERISA, regulations. We expect required contributions to be approximately 3357 million in
2013. We may elect to make contributions in excess of the minimum funding requirements in response to investment performance
and changes in interest rates, to achieve funding levels required by our defined benefit plan arrangements, or when we believe that
it is financially advantageous to do so and based on our other capital requirements. We plan to make $526 million and $115
million of discretionary contributions to our U.S and Canadian plans in 2013. Our minimum funding
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requirements after 2013 will depend on several factors, including investment performance and interest rates. Therefore, the above
excludes payments beyond 2013, since we cannot predict with reasonable reliability the timing and amounts of future minimum
Sfunding requirements. Excluded from above are expected payments of $40 million and $190 million due in 2013 with respect to our
unfunded pension and OPEB plans, respectively, which represent the expected benefit payments to participants as costs are
incurred.

The above also excludes payments for product warranty costs. We issue various types of product warranties under which we generally
guarantee the performance of products delivered for a certain period or term. We also periodically initiate voluntary service and recall
actions to address various customer satisfaction, safety and emissions issues related to vehicles we sell. The estimated future costs of
these actions are principally based on assumptions regarding the lifetime warranty costs of each vehicle line and each model year of that
vehicle line, as well as historical claims experience for our vehicles. Estimates of the future costs of these actions are inevitably
imprecise due to numerous uncertainties, including the enactment of new laws and regulations, the number of vehicles affected by a
service or recall action and the nature of the corrective action. It is reasonably possible that the ultimate cost of these service and recall
actions may require us to make expenditures in excess of established reserves over an extended period of time and in a range of amounts
that cannot be reasonably estimated. As of December 31, 2012, our product warranty reserves were $3,514 million.

For additional information regarding long term financial liabilities and employee retirement and other benefits, see Note 11, Financial
Liabilities, and Note 17, Employee Retirement and Other Benefits, respectively, of our accompanying audited consolidated financial
statements.

Ally Repurchase Obligation

In accordance with the terms of the Ally Agreement, we are required to repurchase Ally-financed dealer inventory, upon certain
triggering events and with certain exceptions, in the event of an actual or constructive termination of a dealer’ s franchise agreement,
including in certain circumstances when Ally forecloses on all assets of a dealer securing financing provided by Ally. These obligations
exclude vehicles that have been damaged or altered, that are missing equipment or that have excessive mileage or an original invoice
date that is more than one year prior to the repurchase date.

As of December 31, 2012, the maximum potential amount of future payments required to be made to Ally under this guarantee was
approximately $8.1 billion and was based on the aggregate repurchase value of eligible vehicles financed by Ally in our U.S. and
Canadian dealer stock. If vehicles are required to be repurchased under this arrangement, the total exposure would be reduced to the
extent the vehicles can be resold to another dealer. The fair value of the guarantee was less than $0.1 million at December 31, 2012,
which considers both the likelihood that the triggering events will occur and the estimated payment that would be made net of the
estimated value of inventory that would be reacquired upon the occurrence of such events. The estimates are based on historical
experience.

The Ally Agreement is effective through April 30, 2013, with automatic one-year renewals unless either party elects not to renew. We
have notified Ally of our election not to renew the Ally Agreement for an additional term.

Refer to Item 1. Business —Dealer and Customer Financing, for information regarding our new financing agreement.
Other Repurchase Obligations

In accordance with the terms of other wholesale financing arrangements in Mexico, we are required to repurchase dealer inventory
financed under these arrangements, upon certain triggering events and with certain exceptions,
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including in the event of an actual or constructive termination of a dealer’ s franchise agreement. These obligations exclude certain
vehicles including, but not limited to, vehicles that have been damaged or altered, that are missing equipment or that have excessive
mileage.

As of December 31, 2012, the maximum potential amount of future payments required to be made in accordance with these other
wholesale financing arrangements was approximately $325 million and was based on the aggregate repurchase value of eligible vehicles
financed through such arrangements in the respective dealer’ s stock. If vehicles are required to be repurchased through such
arrangements, the total exposure would be reduced to the extent the vehicles can be resold to another dealer. The fair value of the
guarantee was less than $0.1 million at December 31, 2012, which considers both the likelihood that the triggering events will occur and
the estimated payment that would be made net of the estimated value of inventory that would be reacquired upon the occurrence of such
events. The estimates are based on historical experience.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk.

Due to the nature of our business, we are exposed to a variety of market risks, including foreign currency exchange rate risk, commodity
price risk, interest rate risk and counterparty risk. We evaluate these risks on an on-going basis and manage our exposures centrally. Our
Foreign Exchange Hedging Committee and Commodity Hedging Committee approve derivative hedging strategies to manage our
operating risk exposures for foreign exchange and commodities, respectively.

The members of these committees include the Chief Financial Officer, the Treasurer and other senior operating management of the
Company. The Treasury Department executes derivative transactions in accordance with the approved strategies, as well as within our
risk management policies.

We use derivatives (primarily forward contracts and swaps) to hedge our financial and operational exposures. We do not enter into
derivative transactions for speculative purposes or to hedge our balance sheet translation risk. Refer to Note 15, Derivative Financial
Instruments and Risk Management, of our accompanying audited consolidated financial statements for additional information on our
derivatives.

We use sensitivity analyses to quantify the impact of changes in foreign currency exchange rates, commodity prices and interest rates on
the fair value of the financial instruments used to hedge these risks. Our models assume instantaneous, parallel shifts in foreign currency
exchange rates, commodity prices and interest rate yield curves. We did not have any option contracts or any other instruments with
non-linear returns outstanding at December 31, 2012.

Foreign Currency Exchange Rate Risk

We are exposed to foreign currency exchange rate risk as a result of sales of vehicles and parts, purchases of components used in our
manufacturing operations, debt and dividend payments from foreign subsidiaries denominated in currencies other than the USD.
Foreign currency exchange rate risk is the risk that fluctuations in specific currencies against the USD will negatively impact our results
of operations. To the extent possible, we net sales and purchases in specific currencies against each other and review this net cash flow
position for hedging purposes. We are most vulnerable to fluctuations in the CAD, Euro, Australian dollar, Japanese yen and Mexican
peso against the USD. To manage these exposures, we enter into derivative contracts (primarily currency forward and swap contracts) to
hedge a portion of our exposures. The derivative contracts used to hedge foreign exchange rate risk had remaining maturities of up to 15
months at December 31, 2012.

The net fair value of foreign currency derivatives at December 31, 2012 was a liability of $38 million compared to an asset of $61
million as of December 31, 2011. The potential decrease in the fair value of our foreign currency derivatives, assuming a 10 percent
adverse change in the underlying foreign currency derivative versus the USD, would be approximately $365 million at December 31,
2012, compared with a decrease of $262 million as of December 31, 2011.
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In addition, we are exposed to foreign currency exchange rate risk as a result of translating the assets and liabilities of our subsidiaries
outside of the United States (primarily Canada, Mexico and Venezuela) into USD. On February 8, 2013, the Venezuelan government
announced a further devaluation of the BsF relative to the USD, effective February 13, 2013. Refer to Note 24, Subsequent Events, of
our accompanying audited consolidated financial statements for additional information.

Commodity Price Risk

We are exposed to changes in the prices of commodities used in the manufacture of vehicles, such as non-ferrous metals (such as
aluminum, lead and copper), precious metals (such as platinum and palladium) and energy (such as natural gas). Commodity price risk
is the adverse impact that changes in commodity prices would have on our financial results. To manage this risk, we enter into
commodity derivative contracts for a portion of our exposures. The derivative contracts used to hedge commodity price risk had
remaining maturities of up to 18 months at December 31, 2012.

The net fair value of commodity derivatives as of December 31, 2012 was an asset of $19 million compared to a liability of $123
million as of December 31, 2011. The potential decrease in the fair value of our commodity derivatives, due to a 10 percent decrease in
commodity prices, would be approximately $64 million at December 31, 2012, compared with a decrease of $66 million as of
December 31, 2011. This amount does not include the offsetting impact of lower prices we would pay for the underlying commodities.

Interest Rate Risk

We are exposed to interest rate risk due to our interest-bearing investment portfolio and financing activities. Interest rate risk is the risk
of loss we would incur due to changes in interest rates.

For purposes of sensitivity analyses, we segregated our interest-bearing financial instruments into fixed or floating. For fixed-rate
financial instruments, our sensitivity analysis measures the changes in fair value, whereas for floating-rate financial instruments, our
sensitivity analysis measures the potential loss in future earnings.

We had fixed-rate debt of $9.1 billion as of December 31, 2012, compared with $9.0 billion at December 31, 2011. The potential
increase in the fair value of our fixed-rate interest-bearing financial instruments as a result of a 10 percent decrease in market interest
rates would be approximately $0.4 billion at December 31, 2012, compared with an increase of approximately $0.5 billion at
December 31, 2011.

We also had floating-rate investments and floating-rate debt of $12.0 billion and $3.5 billion, respectively, at December 31, 2012
compared to $10.1 billion and $3.5 billion, respectively, at December 31, 2011. The majority of our floating rate debt is exposed to
changes in LIBOR, with a 1.25 percent interest rate floor. Given the relationship of floating-rate investments to floating-rate debt as of
December 31, 2012 and the current low interest rate environment, a decrease in interest rates would not have a material impact on our
consolidated financial position.

Counterparty Risk

We are exposed to counterparty risk as a result of our investment and derivatives contracts. Counterparty risk relates to the risk of loss
which we would incur if a counterparty defaulted on an investment or derivatives contract. Our Treasury Department manages
counterparty risk by establishing exposure limits for each counterparty based on credit ratings and financial position, and monitoring
utilization against these limits. Counterparty limits and exposure utilization are periodically reviewed with our Treasurer. Substantially
all of our counterparties are rated single-A or higher.

There have been no significant changes in our exposure to financial market risks since December 31, 2012.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Members of
Chrysler Group LLC
Auburn Hills, Michigan

We have audited the accompanying consolidated balance sheets of Chrysler Group LLC and subsidiaries (the “Company”) as of
December 31, 2012 and 2011, and the related consolidated statements of operations, comprehensive loss, members’ deficit, and cash
flows for each of the three years in the period ended December 31, 2012. Our audits also included the financial statement schedule
included in Item 15. These financial statements and financial statement schedule are the responsibility of the Company’ s management.
Our responsibility is to express an opinion on the financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing 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 over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Chrysler Group
LLC and subsidiaries as of December 31, 2012 and 2011, and the results of their operations and their cash flows for each of the three
years in the period ended December 31, 2012, in conformity with accounting principles generally accepted in the United States of
America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic consolidated financial
statements taken as a whole, presents fairly in all material respects the information set forth therein.

/s/ DELOITTE & TOUCHE LLP

Detroit, Michigan
March 7,2013
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CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(In millions of dollars)

Years Ended December 31,
Notes 2012 2011 2010
Revenues, net $65,784 $54,981 $41,946
Cost of sales 55,350 46,422 35,886
GROSS MARGIN 10,434 8,559 6,060
Selling, administrative and other expenses 5,179 4,751 3,797
Research and development expenses, net 2 2,324 1,674 1,500
Restructuring (income) expenses, net 20 (61) 3 48
Interest expense 4 1,094 1,238 1,276
Interest income (44) (39) (48)
Loss on extinguishment of debt 11 - 551 -
INCOME (LOSS) BEFORE
INCOME TAXES 1,942 381 (513)
Income tax expense 12 274 198 139
NET INCOME (LOSS) $1,668 $183 $(652)

See accompanying notes to consolidated financial statements.
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CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In millions of dollars)

Years Ended December 31,
Notes 2012 2011 2010
NET INCOME (LOSS) $1,668 $183 $(652)
Other comprehensive loss:
Loss on derivatives recorded in accumulated other
comprehensive loss, net (1) 15 (92) 27) (33)
Loss on derivatives reclassified from accumulated
other comprehensive loss to income, net (1) 15 50 65 1
Foreign currency translation adjustments (1) (63) 18 (107)
Defined benefit plan adjustments: 17
Actuarial loss (2) (2,733) (3,123) (463)
Prior service (cost) credit (1) (44) 80 5
TOTAL OTHER COMPREHENSIVE LOSS (2,882) (2,987) (597)
TOTAL COMPREHENSIVE LOSS $(1,214) $(2,804) $(1,249)

(1) Net of 30 of taxes
(2) Net of 85 of income tax benefit for the year ended December 31, 2012

See accompanying notes to consolidated financial statements.
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CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In millions of dollars)

December 31, 2012

Notes
CURRENT ASSETS:
Cash and cash equivalents
Restricted cash 13
Trade receivables, net of allowance for doubtful accounts
of $56 and $68, respectively
Inventories 5
Prepaid expenses and other assets 9
Deferred taxes 12
TOTAL CURRENT ASSETS
PROPERTY AND EQUIPMENT:
Property, plant and equipment, net 6
Equipment and other assets on operating leases, net 7
TOTAL PROPERTY AND EQUIPMENT
OTHER ASSETS:
Advances to related parties and other financial assets
Restricted cash 13
Goodwill 8
Other intangible assets, net 8
Prepaid expenses and other assets 9
Deferred taxes 12
TOTAL OTHER ASSETS
TOTAL ASSETS
CURRENT LIABILITIES:
Trade liabilities
Accrued expenses and other liabilities 10
Current maturities of financial liabilities 11
Deferred revenue
Deferred taxes 12
TOTAL CURRENT LIABILITIES
LONG-TERM LIABILITIES:
Accrued expenses and other liabilities 10
Financial liabilities 11
Deferred revenue
Deferred taxes 12
TOTAL LONG-TERM LIABILITIES
Commitments and contingencies 13

MEMBERS’ DEFICIT:
Membership Interests
Class A Membership Interests — 1,061,225 units
authorized, issued and outstanding at December 31,
2012 and 2011
Class B Membership Interests — 200,000 units
authorized, issued and outstanding at December 31,
2012 and 2011
Contributed capital
Accumulated losses
Accumulated other comprehensive loss
TOTAL MEMBERS’ DEFICIT

TOTAL LIABILITIES AND MEMBERS’ DEFICIT

$ 11,614
28

1,179
4,998
1,108
23

18,950

15,491
976

16,467

47
343
1,361
3,360
403
40

5,554

$ 40,971

$ 9,734
8,518
456
862
71

19,641

15,537
12,147
822

83

28,589

2,647
(2,586)
(7,320)

(7,259)

$ 40,971
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December 31, 2011

$ 9,601
106

845
4,366
1,603
25

16,546

13,965
1,421

15,386

56
355
1,361
3,371
421
47

5,611

$ 37,543

$ 8,566
7,707
230
1,171
73

17,747

12,758
12,344
653

76

25,831

2,657
(4,254)
(4,438)

(6,035)

§ 37,543
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See accompanying notes to consolidated financial statements.
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CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In millions of dollars)

Years Ended December 31,
Notes 2012 2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $1,668 $183 $(652)
Adjustments to reconcile net income (loss) to net cash provided by operating
activities:
Depreciation and amortization of property, plant and equipment and intangible
assets 2,531 2,759 2,692
Depreciation of equipment and other assets on operating leases 170 117 359
Net amortization of favorable and unfavorable lease contracts (36) 7 13
Changes in deferred taxes - 17) 55
Non-cash interest accretion, primarily related to debt discounts, debt issuance
costs and fair value adjustments 122 179 244
Capitalized payable-in-kind interest 11, 18 - 17 68
Repayment of capitalized payable-in-kind interest 11 - (395) -
Loss on extinguishment of debt 11 - 551 -
Net loss on disposal of property, plant and equipment, equipment and other
assets on operating leases and intangible assets 27 67 29
Non-cash adjustments to restructuring reserve estimates, net 20 (57) (48) (227)
Non-cash share-based compensation expense 16 71 36 35
Share-based compensation payments 16 31) (6) -
Non-cash pension and OPEB expense, net 94 2 1
Pension and OPEB contributions 17 (443) (579) (662)
Reimbursements of OPEB contributions resulting from Canadian Health Care
Trust settlement 17 - - 53
Payments associated with Canadian Health Care Trust settlement 17 - 19) (160)
Canadian Health Care Trust settlement loss 17 - - 46
Collection of Daimler pension receivable 17 = 200 200
Collection of Daimler tax receivable 12 - 374 377
Changes in accrued expenses and other liabilities 1,239 1,099 845
Changes in other operating assets and liabilities:
—inventories (630) (721) (860)
—trade receivables (334) (46) 931
~trade liabilities 1,325 1,711 1,469
—other assets and liabilities 105 (868) (661)
NET CASH PROVIDED BY OPERATING ACTIVITIES $5,821 $4,603 $4,195
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See accompanying notes to consolidated financial statements.
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CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS — CONTINUED
(In millions of dollars)

Years Ended December 31,
Notes 2012 2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES:
NET CASH PROVIDED BY OPERATING ACTIVITIES $5,821 $4,603 $4,195
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property, plant and equipment and intangible assets (3,633) (3,009) (2,385)
Proceeds from disposals of property, plant and equipment 9 35 13
Purchases of equipment and other assets on operating leases (123) (35) (35)
Proceeds from disposals of equipment and other assets on operating leases 87 704 1,144
Change in restricted cash 13 90 215 60
Proceeds from the sale of certain international dealerships to Fiat, net 18 11 - -
Change in loans and notes receivable 2 6 36
Proceeds from U.S. Dealer Automotive Receivables Transition LLC 13 - 96 -
Other - 18 -
NET CASH USED IN INVESTING ACTIVITIES (3,557) (1,970) (1,167)
CASH FLOWS FROM FINANCING ACTIVITIES:
Repayment of U.S. Treasury first lien credit facilities 11 = (5,460) -
Repayment of Export Development Canada credit facilities 11 - (1,723) -
Proceeds from Secured Senior Notes 11 = 3,160 -
Proceeds from Tranche B Term Loan 11 - 2,933 -
Repayments of Tranche B Term Loan 11 (30) (15) -
Proceeds from Mexican development banks credit facilities 11 - 217 400
Repayments of Mexican development banks credit facilities 11 (15) - -
Proceeds from Gold Key Lease financing 11 - - 266
Repayments of Gold Key Lease financing 11 41) (584) (1,903)
Repayments of Canadian Health Care Trust Notes 11 (25) (26) 45)
Repayments of Auburn Hills Headquarters loan (50) (13) (12)
Repayment of Chrysler Receivables SPV loan 3,18 - - (123)
Net repayment of other financial liabilities (84) (81) (109)
Debt issuance costs - (72) -
Proceeds from Fiat’ s incremental equity call option exercise 18 - 1,268 -
Distribution for state tax withholding obligations on behalf of members (6) 9) -
NET CASH USED IN FINANCING ACTIVITIES (251) (405) (1,526)
Effect of exchange rate changes on cash and cash equivalents - 26 17)
Net change in cash and cash equivalents 2,013 2,254 1,485
Cash and cash equivalents at beginning of period 9,601 7,347 5,862
Cash and cash equivalents at end of period $11,614 $9,601 $7,347
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Interest paid $(968) $(925) $(1,148)
Income tax payments, net (224) (81) (40)
SUPPLEMENTAL DISCLOSURES OF NON-CASH INVESTING AND FINANCING
ACTIVITIES:
Capitalized interest on VEBA Trust Note 11 38 126 123
Capitalized interest on Canadian Health Care Trust Notes 11 74 27 -
Recognition of a financial liability related to the VEBA Trust Note, net of discount 17 - - 3,854
Satisfaction of contribution receivable for the VEBA Trust membership interests 17 = - 990
Settlement of CAW retiree OPEB obligation in exchange for Canadian Health Care Trust
Notes 17 - - 1,087

See accompanying notes to consolidated financial statements.
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CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENTS OF MEMBERS’ DEFICIT
(In millions of dollars)

Accumulated
Other
Contributed Accumulated Comprehensive
Notes Capital Losses Loss
Balance at December 31, 2009 $ 409 $ (3,785) $ (854)
VEBA Trust contribution 17 990 - -
Net loss - (652) -
Total other comprehensive loss - - (597)
Balance at December 31, 2010 $ 1,399 $ (4,437) $ (1,451)
Exercise of Fiat’ s incremental
equity call option 18 1,268 - -
Distribution for state tax
withholding obligations on
behalf of members (10) - -
Net income - 183 -
Total other comprehensive loss = = (2,987)
Balance at December 31, 2011 $ 2,657 $ (4,254) $ (4,438)
Distribution for state tax
withholding obligations on
behalf of members (10) - -
Net income - 1,668 -
Total other comprehensive loss = = (2,882)
Balance at December 31, 2012 $ 2,647 $ (2,586) $ (7,320)

See accompanying notes to consolidated financial statements.
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990
(652)
(597)
$(4,489)

1,268

(10)

183

(2,987)
$(6,035)

(10)

1,668

(2,882)
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CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES
Notes to Consolidated Financial Statements

Note 1. Background and Nature of Operations

Unless otherwise specified, the terms “we,” “us,” “our,” “Chrysler Group” and the “Company” refer to Chrysler Group LLC and its
consolidated subsidiaries, or any one or more of them, as the context may require. “Fiat” refers to Fiat S.p.A., a corporation organized
under the laws of Italy, its consolidated subsidiaries (excluding Chrysler Group) and entities it jointly controls, or any one or more of
them, as the context may require.

Background

Chrysler Group was formed on April 28, 2009 as a Delaware limited liability company. On June 10, 2009, we completed the transaction
contemplated by the master transaction agreement dated April 30, 2009, among the Company, Fiat and Old Carco LLC (*Old Carco”)
and certain of its subsidiaries, which was approved under section 363 of the U.S. Bankruptcy Code (the “363 Transaction”). In
connection with the closing of the 363 Transaction, we received capital contributions from the United Auto Workers’ Retiree Medical
Benefits Trust (the “VEBA Trust”), Fiat, the United States Department of the Treasury (the “U.S. Treasury”) and Canada CH
Investment Corporation, a wholly-owned subsidiary of the Canada Development Investment Corporation, a Canadian federal Crown
corporation (“Canadian Government”), in exchange for ownership interests in the Company.

As aresult of a series of transactions during 2011 and early 2012 that were contemplated in our governance documents and certain other
agreements, our continuing members are now Fiat, which holds a 58.5 percent ownership interest in us, and the VEBA Trust, which
holds the remaining 41.5 percent ownership interest in us. Refer to Note 18, Other Transactions with Related Parties, and Note 24,
Subsequent Events, for additional information regarding Fiat’ s exercise of its option to acquire additional portions of the VEBA Trust’ s
membership interests in Chrysler Group.

Nature of Operations

We design, engineer, manufacture, distribute and sell vehicles under the brand names Chrysler, Jeep, Dodge and Ram. As part of our
industrial alliance with Fiat, we also manufacture Fiat vehicles in North America, which we distribute for ourselves throughout North
America and sell to Fiat for distribution elsewhere in the world. Our product lineup includes passenger cars, utility vehicles, which
include sport utility vehicles and crossover vehicles, minivans, pick-up trucks, and medium-duty trucks. We also sell automotive service
parts and accessories under the Mopar brand name.

Our products are sold in more than 120 countries around the world. We sell our products to dealers and distributors for sale to retail
customers and fleet customers, which include rental car companies, commercial fleet customers, leasing companies and government
entities. The majority of our operations, employees, independent dealers and sales are in North America, primarily in the U.S.
Approximately 10 percent of our vehicle sales in 2012 were outside North America, principally in Asia Pacific, South America and
Europe. Vehicle, service parts and accessories sales outside North America are primarily through wholly-owned, affiliated or
independent distributors and dealers. In June 2011, Fiat became the general distributor of our vehicles and service parts in Europe,
selling our products through a network of newly appointed dealers. Refer to Note 18, Other Transactions with Related Parties, for
additional information.
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Note 2. Basis of Presentation and Significant Accounting Policies

Basis of Presentation

The accompanying consolidated financial statements have been prepared in accordance with accounting principles generally accepted in
the United States of America (“U.S. GAAP”). All inter-company transactions have been eliminated in consolidation.

Consolidation and Financial Statement Presentation

The consolidated financial statements include the accounts of our subsidiaries, certain variable interest entities (““VIEs™) where we are
the primary beneficiary and other entities controlled by us. Related parties that are 20 percent to 50 percent owned and subsidiaries
where control is expected to be temporary are accounted for under the equity method.

We continually evaluate our involvement with VIEs to determine whether we have variable interests and are the primary beneficiary of
the VIE. Based on our evaluation, we identified transactions with, or variable interests in, certain VIEs. The financial results of the VIEs
in which we are the primary beneficiary are included in the accompanying consolidated financial statements in accordance with the
accounting guidance for consolidations. Refer to Note 3, Variable Interest Entities, for additional information regarding our VIEs.

Recent Accounting Pronouncements

In March 2013, the Financial Accounting Standards Board (“FASB”) issued updated guidance to clarify the applicable guidance for a
parent company’ s accounting for the release of the cumulative translation adjustment into net income upon derecognition of certain
subsidiaries or groups of assets within a foreign entity or of an investment in a foreign entity. This guidance is effective for fiscal
periods beginning after December 15, 2013, and is to be applied prospectively to derecognition events occurring after the effective date.
We will comply with this guidance as of January 1, 2014, and we are evaluating the potential impact on our consolidated financial
statements.

In February 2013, the FASB issued updated guidance in relation to the recognition, measurement, and disclosure of obligations resulting
from joint and several liability arrangements for which the total amount of the obligation is fixed at the reporting date. This guidance is
effective for fiscal periods beginning after December 15, 2013, and is to be applied retrospectively for all periods presented for those
obligations resulting from joint and several liability arrangements that exist at the beginning of the fiscal year of adoption. We will
comply with this guidance as of January 1, 2014, and we are evaluating the potential impact to our consolidated financial statements.

In February 2013, the FASB issued updated guidance that amends the reporting of amounts reclassified out of accumulated other
comprehensive income (“AOCI”). These amendments do not change the current requirements for reporting net income or other
comprehensive income in the financial statements. However, the guidance requires an entity to provide information about the amounts
reclassified out of accumulated other comprehensive income by component, either on the face of the financial statement where net
income is presented or in the notes to the financial statements. This guidance is effective for fiscal periods beginning after December 15,
2012, and is to be applied prospectively. We will comply with this guidance as of January 1, 2013, and the adoption of the guidance will
not have a material impact on our consolidated financial statements.

In October 2012, the FASB issued updated guidance on technical corrections and other revisions to various FASB codification
topics. The guidance represents changes to clarify the codification, correct unintended application of the guidance or make minor
improvements to the codification. The guidance also amends various codification topics to reflect the measurement and disclosure
requirements of Accounting Standards Codification
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Note 2. Basis of Presentation and Significant Accounting Policies —Continued

Recent Accounting Pronouncements —Continued

Topic 820, Fair Value Measurements and Disclosures. Certain amendments in this guidance are effective for fiscal periods beginning
after December 15, 2012, while the remainder of the amendments are effective immediately. We previously adopted the guidance that
was effective immediately and it did not have a material impact on our consolidated financial statements. We will comply with the
remainder of the guidance as of January 1, 2013, and it will not have a material impact on our consolidated financial statements.

In August 2012, the FASB issued updated guidance on technical corrections to the U.S. Securities and Exchange Commission (“SEC”)
guidance in the U.S. GAAP hierarchy. The SEC guidance was updated to make it more consistent with U.S. GAAP issued by the FASB.
The principal changes of the guidance involve revision or removal of accounting guidance references and other conforming changes to
ensure consistent referencing throughout the SEC’ s Staff Accounting Bulletins. This guidance was effective immediately and it did not
have a material impact on our consolidated financial statements.

In July 2012, the FASB issued updated guidance on the annual testing of indefinite-lived intangible assets for impairment. The
amendments allow an entity to first assess qualitative factors to determine whether it is more likely than not that the indefinite-lived
intangible asset is impaired. If, based on its qualitative assessment, an entity concludes it is more likely than not that the fair value of the
indefinite-lived intangible asset is less than its carrying amount, quantitative impairment testing is required. However, if an entity
concludes otherwise, quantitative impairment testing is not required. This guidance is effective for annual and interim impairment tests
performed for fiscal years beginning after September 15, 2012, with early adoption permitted. We elected to early adopt the updated
guidance as of October 1, 2012, and it did not have a material impact on our consolidated financial statements.

In December 2011, the FASB issued updated guidance which amends the disclosure requirements regarding the nature of an entity’ s
rights of offset and related arrangements associated with its financial instruments and derivative instruments. Under the guidance, an
entity must disclose both gross and net information about instruments and transactions eligible for offset in the statement of financial
position and instruments and transactions subject to an agreement similar to a master netting arrangement. In January 2013, the FASB
issued updated guidance which clarified that the 2011 amendment to the balance sheet offsetting standard does not cover transactions
that are not considered part of the guidance for derivatives and hedge accounting. This guidance is effective for fiscal periods beginning
on or after January 1, 2013. We will comply with this guidance as of January 1, 2013, and we are evaluating the potential impact to our
consolidated financial statements.

In May 2011, the FASB issued updated guidance to achieve common fair value measurement and disclosure requirements between
International Financial Reporting Standards and U.S. GAAP. The amendments clarify the FASB’ s intent about the application of
existing requirements and provides for changes in measuring the fair value of financial instruments that are managed within a portfolio
and the application of premiums or discounts. This guidance will require us to, among other things, expand existing disclosures for
recurring Level 3 fair value measurements and for those assets and liabilities not measured at fair value on the balance sheet, but for
which fair value is disclosed. This guidance was effective for fiscal periods beginning after December 15, 2011, and was to be applied
prospectively. We adopted this guidance as of January 1, 2012, and it did not have a material impact on our consolidated financial
statements.

Significant Accounting Policies
Use of Estimates

The preparation of our consolidated financial statements in conformity with U.S. GAAP requires management to make estimates,
judgments and assumptions that affect the reported amounts of assets and liabilities and
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Significant Accounting Policies —Continued
Use of Estimates —Continued

disclosures of contingent assets and liabilities as of the date of the consolidated financial statements and the reported amounts of
revenues and expenses during the reporting period. Significant items subject to such estimates and assumptions include, but are not
limited to, goodwill, long-lived asset and indefinite-lived intangible asset impairment analyses, recoverability of investments in
equipment and other assets on operating leases, warranty obligations, product liability accruals, sales incentive obligations, restructuring
accruals, valuation of derivative instruments, valuation of deferred tax assets, obligations related to income taxes, employee benefit
related obligations and the useful lives of property and equipment.

Actual results could differ from those estimates. Future changes in economic conditions may have a significant effect on such estimates
made by management. Management believes the following significant accounting policies affect its more significant estimates,
judgments and assumptions used in the preparation of the consolidated financial statements.

Revenue Recognition

Revenue for sales of vehicles and service parts is recognized when persuasive evidence of an arrangement exists, the risks and rewards
of ownership have transferred to the customer, delivery has occurred or services have been rendered, the price of the transaction is fixed
and determinable and collectability is reasonably assured. For vehicles, this is generally when the vehicle is released to the carrier
responsible for transporting vehicles to dealers. Revenues are recognized net of discounts, including but not limited to, cash sales
incentives, customer bonuses and rebates granted. Shipping and handling costs are recorded as cost of sales in the period incurred.
Operating lease revenue is recognized over the contractual term of the lease on a straight-line basis.

We use price discounts to adjust vehicle pricing in response to a number of market and product factors, including: pricing actions and
incentives offered by competitors, economic conditions, the amount of excess industry production capacity, the intensity of market
competition, consumer demand for the product and the need to support promotional campaigns. We may offer a variety of sales
incentive programs at any given point in time, including: cash offers to dealers and retail customers and subvention programs offered to
retail customers or lease subsidies, which reduce the retail customer’ s monthly lease payment or cash due at the inception of the
financing arrangement, or both. Incentive programs are generally brand, model and region specific for a defined period of time, which
may be extended.

We record the estimated cost of sales incentive programs offered to dealers and retail customers as a reduction to revenue at the time of
sale to the dealer. This estimated cost represents the incentive programs offered to dealers and retail customers, as well as the expected
modifications to these programs in order to facilitate sales of the dealer inventory. Subsequent adjustments to incentive programs related
to vehicles previously sold to dealers are recognized as an adjustment to revenue in the period the adjustment is determinable. For the
years ended December 31, 2012, 2011 and 2010, incentive expense was $8.8 billion, $7.2 billion and $7.0 billion, respectively, and is
included as a reduction to Revenues, Net in the accompanying Consolidated Statements of Operations.

Vehicle sales through our Guaranteed Depreciation Program (“GDP”"), under which we guarantee the residual value or otherwise
assume responsibility for the minimum resale value of the vehicle, are accounted for similar to an operating lease and rental income is
recognized over the contractual term of the lease on a straight-line basis.
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Significant Accounting Policies —Continued
Revenue Recognition —Continued

At the end of the lease term, we recognize revenue for the portion of the vehicle sales price which had not been previously recognized as
rental income and recognize, in cost of sales, the remainder of the cost of the vehicle which had not been previously recognized as
depreciation expense over the lease term. Cash flows associated with this program are included within Cash Flows from Operating
Activities in the accompanying Consolidated Statements of Cash Flows.

Chrysler Canada Inc. (“Chrysler Canada’), our principal operating subsidiary in Canada, maintains our Gold Key Lease vehicle lease
portfolio. The related vehicles are leased to Canadian consumers and are accounted for as operating leases. Operating lease revenue is
recognized over the contractual term of the lease on a straight-line basis. Initial direct costs are recorded as an adjustment to the carrying
value of the leased assets and are amortized over the term of the lease on a straight-line basis.

We are currently winding down our Gold Key Lease vehicle lease program, and do not anticipate adding any additional vehicles to the
portfolio. No vehicles were added to the portfolio during the years ended December 31, 2012, 2011 and 2010. Refer to Note 11,
Financial Liabilities, for additional information related to this portfolio.

We offer customers the opportunity to purchase separately-priced extended warranty and service contracts. In addition, from time to
time we sell certain vehicles with a service contract included in the sales price of the vehicle. The service contract and vehicle qualified
as separate units of accounting in accordance with the accounting guidance for multiple-element arrangements. The revenue from these
contracts, as well as our separately-priced extended warranty and service contracts, is recorded as a component of Deferred Revenue in
the accompanying Consolidated Balance Sheets at the inception of the contract and is recognized as revenue over the contract period in
proportion to the costs expected to be incurred based on historical information. A loss on these contracts is recognized if the sum of the
expected costs for services under the contract exceeds unearned revenue.

Cost of Sales

Cost of sales is comprised of a number of expenses incurred in the manufacturing and distribution of vehicles and parts, the most
significant of which is the cost of materials and components. The remaining costs principally include labor costs, consisting of direct
and indirect wages and fringe benefits, depreciation and amortization, and transportation costs. Cost of sales also includes product-
related costs, which are described below under Product-Related Costs, along with depreciation expense related to our GDP vehicles, as
well as interest, depreciation and amortization expense related to the Gold Key Lease portfolio.

Share-Based Compensation

We have various compensation plans that provide for the granting of share-based compensation to certain employees and directors. We
account for share-based compensation plans in accordance with the accounting guidance set forth for share-based payments, which
requires us to recognize share-based compensation expense based on fair value. Compensation expense for equity-classified awards is
measured at the grant date based on the fair value of the award using a discounted cash flow methodology. For those awards with post-
vesting contingencies, we apply an adjustment to account for the probability of meeting the contingencies. Liability-classified awards
are remeasured to fair value at each balance sheet date until the award is settled. Compensation

-105-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents
CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES
Notes to Consolidated Financial Statements

Note 2. Basis of Presentation and Significant Accounting Policies —Continued

Significant Accounting Policies —Continued
Share-Based Compensation —Continued

expense is recognized over the employee service period with an offsetting increase to contributed capital or accrued expenses and other
liabilities depending on the nature of the award. If awards contain certain performance conditions in order to vest, we recognize the cost
of the award when achievement of the performance condition is probable. Costs related to plans with graded vesting are generally
recognized using the graded vesting method. We record share-based compensation expense in Selling, Administrative and Other
Expenses in the accompanying Consolidated Statements of Operations.

Product-Related Costs

Expenditures for research and development include material and personnel costs and are expensed as incurred. Research and
development expenses, net were $2,324 million, $1,674 million and $1,500 million for the years ended December 31, 2012, 2011 and
2010, respectively. Advertising, sales promotion and other product-related costs are also expensed as incurred. For the years ended
December 31, 2012, 2011 and 2010, advertising expense was $2,742 million, $2,560 million and $1,721 million, respectively, and is
included in Selling, Administrative and Other Expenses in the accompanying Consolidated Statements of Operations.

We periodically initiate voluntary service and recall actions to address various customer satisfaction, safety and emissions issues related
to vehicles we sell. We establish reserves for product warranty obligations, including the estimated cost of these service and recall
actions, when the related sale is recognized. Refer to Note 10, Accrued Expenses and Other Liabilities, for additional information
related to warranty reserves. The estimated future costs of these actions are principally based on assumptions regarding the lifetime
warranty costs of each vehicle line and each model year of that vehicle line, as well as historical claims experience for our vehicles.
Costs associated with these actions are recorded in Cost of Sales in the accompanying Consolidated Statements of Operations.

We reserve for estimated product liability costs arising from personal injuries alleged to be the result of product defects. The valuation
of the reserve is actuarially determined on an annual basis based on, among other factors, the number of vehicles sold and product
liability claims incurred. The product liability reserve is included in Accrued Expenses and Other Liabilities in the accompanying
Consolidated Balance Sheets. Costs associated with this reserve are recorded in Cost of Sales in the accompanying Consolidated
Statements of Operations and any subsequent adjustments to the product liability reserve are recorded in the period in which the
adjustment is determinable.

Restructuring Actions —Exit and Disposal Activities

We account for employee separation, exit and disposal activities in accordance with the relevant accounting guidance on these topics.
Actions associated with restructuring plans include, but are not limited to, workforce reductions, capacity adjustments (plant or facility
closures or permanent shift eliminations), product cancellations and international distribution network realignments. Costs associated
with these actions may include, but are not limited to, employee severance, accelerated post-employment benefits, relocations, contract
terminations, plant deactivations and legal claims.

Post-employment benefits accrued for workforce reductions related to restructuring activities are recorded in the period when it is
probable that employees will be terminated, which generally occurs when a plan meets the
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Significant Accounting Policies —Continued
Restructuring Actions —Exit and Disposal Activities —Continued

following criteria and is communicated to employees: (i) management, having authority to approve the action, commits to a plan of
termination, (ii) the plan identifies the number of employees to be terminated, their location and job classifications or functions, as well
as the expected completion date, (iii) the plan establishes the terms of the benefit arrangement, including the benefits that employees
will receive upon termination, in sufficient detail to enable employees to determine the type and amount of benefits they will receive if
they are involuntarily terminated and (iv) the actions required to complete the plan indicate that it is unlikely that significant changes to
the plan will occur or that the plan will be withdrawn. Other associated costs such as relocations, contract terminations and plant
deactivations are recorded when the costs are incurred. Costs associated with actions that will exceed one year are reflected on a
discounted basis. Restructuring reserves are included in Accrued Expenses and Other Liabilities in the accompanying Consolidated
Balance Sheets and are reviewed at least quarterly for adequacy and any necessary adjustments are recorded in the period the adjustment
is determinable.

Income Taxes

We are a limited liability company classified as a partnership entity for U.S. federal income tax purposes. As such, we are not a taxable
entity for U.S. federal income tax purposes. Rather, federal taxable income or loss is included in the respective federal income tax
returns of our members. However, our provision for income taxes includes foreign taxes for our corporate subsidiaries, as well as for
certain U.S. states which impose income taxes upon non-corporate legal entities.

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for net operating
loss and tax credit carryforwards and the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and the respective tax bases. Deferred tax assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment
date. Valuation allowances on deferred tax assets are recognized if it is more likely than not that the benefit from the deferred tax asset
will not be realized. In addition, current income taxes include adjustments to accruals for uncertain tax positions and related interest
expense or income.

Cash and Cash Equivalents
Highly liquid investments with original maturities of three months or less at the date of purchase are classified as cash equivalents.
Marketable Securities

Investments in marketable securities are classified as available-for-sale based upon management’ s intent and are accounted for at fair
value. Unrealized gains and losses on available-for-sale securities are included as a component of AOCI, net of applicable income taxes,
until realized. A decline in value of any available-for-sale security below cost, that is deemed to be other than temporary, results in an
impairment charge to earnings that reduces the carrying amount of the security to fair value, establishing a new cost basis. Realized
gains or losses are determined on a specific identification basis.
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Significant Accounting Policies —Continued
Allowance for Doubtful Accounts

We maintain an allowance for doubtful accounts as a contra asset to our accounts receivable balances. A provision for probable losses is
charged against selling, administrative and other expenses to maintain the allowance for doubtful accounts at an amount management
believes represents the best estimate of probable losses related to specifically identified receivables, as well as probable losses inherent
in all other receivables as of the balance sheet date. Management periodically and systematically evaluates the adequacy of the
allowance for doubtful accounts by reviewing historical loss experience, delinquency statistics and other factors in the economy that are
expected to have an impact on the losses incurred, in addition to specifically identified probable losses.

Inventories

Inventories are stated at the lower of cost or market. The cost for a substantial portion of finished product inventories was determined
primarily on a specific identification basis. The cost of other inventories is determined on a first-in, first-out basis. The measurement of
inventories includes the direct costs of materials, labor, inbound transportation and indirect manufacturing costs.

Property, Plant and Equipment, Net and Equipment and Other Assets on Operating Leases, Net

Property, plant and equipment and equipment and other assets on operating leases are stated at cost less accumulated depreciation and
amortization. Depreciation and amortization are generally provided using the straight-line method over the estimated useful lives of the
assets. Gains and losses upon disposal of leased vehicles and adjustments to reflect impairment of the vehicles’ residual values are also
included in depreciation expense. Under the terms of certain of our GDP agreements, leased vehicles are repurchased by us prior to
being sold at auction. Upon our repurchase, the leased vehicle is reclassified from equipment and other assets on operating leases, net to
inventory at the lower of cost or estimated fair value. Routine maintenance costs are expensed as incurred.

Residual Values

We have significant investments in the residual values of our vehicle lease portfolios, which are included in Equipment and Other
Assets on Operating Leases, Net in the accompanying Consolidated Balance Sheets. These residual values represent estimates of the fair
value of the leased assets at the end of the contract terms and are initially recorded based on industry estimates. Realization of the
residual values is dependent on our future ability to market the vehicles for sale under the prevailing market conditions. Throughout the
lease term, residual values are reviewed at least quarterly to determine whether the estimates of the fair value of the assets at the end of
the lease terms are appropriate. To the extent the expected value of the vehicle at lease termination changes, we record adjustments to
the expected residual value. Changes in the expected residual values are adjusted through additional or reduced depreciation or
recognition of an impairment loss. These costs are included in Cost of Sales in the accompanying Consolidated Statements of
Operations. These assumptions and related additional or reduced depreciation may change based on market conditions.
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Significant Accounting Policies —Continued
Impairment of Long-Lived Assets

Long-lived assets held and used (such as property, plant and equipment, and equipment and other assets on operating leases) are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset or asset group may
not be recoverable. Recoverability of an asset or asset group to be held and used is measured by a comparison of the carrying amount of
an asset or asset group to the estimated undiscounted future cash flows expected to be generated by the asset or group of assets. If the
carrying amount of an asset or asset group exceeds its estimated undiscounted future cash flows, an impairment charge is recognized for
the amount by which the carrying amount of the asset or group of assets exceeds the fair value of the asset or group of assets. No
impairment indicators were identified during the years ended December 31, 2012, 2011 and 2010. As such, no impairment charges were
recognized during the respective periods. When long-lived assets are considered held for sale, they are recorded at the lower of carrying
amount or fair value less costs to sell, and depreciation ceases.

Goodwill and Other Intangible Assets

We account for goodwill in accordance with the accounting guidance related to intangibles and goodwill, which requires us to test
goodwill for impairment at the reporting unit level at least annually and when significant events occur or there are changes in
circumstances that indicate the fair value is less than the carrying value. Such events could include, among others, a significant adverse
change in the business climate, an unanticipated change in the competitive environment and a decision to change the operations of the
Company. We have one operating segment, which is also our only reporting unit.

Goodwill is evaluated for impairment annually as of October 1. In September 2011, the FASB issued updated guidance on annual
goodwill impairment testing. The amendment allows an entity to first assess qualitative factors to determine whether it is more likely
than not that the fair value of a reporting unit is less than its carrying amount. If we elect the qualitative assessment and we conclude it
is more likely than not that the fair value of a reporting unit is less than its carrying amount, quantitative impairment testing is required.
However, if we conclude otherwise, quantitative impairment testing is not required.

When quantitative impairment testing is required, goodwill is reviewed for impairment utilizing a two-step process. The first step of the
impairment test is to compare the fair value of our reporting unit to its carrying value. The fair value is determined by estimating the
present value of expected future cash flows for the reporting unit. If the fair value of the reporting unit is greater than its carrying
amount, no impairment exists and the second step of the test is not performed. If the carrying amount of the reporting unit is greater than
the fair value, there is an indication that an impairment may exist and the second step of the test must be completed to measure the
amount of the impairment. The second step of the test calculates the implied fair value of goodwill by assigning the fair value of the
reporting unit to all of the assets and liabilities of that unit as if the reporting unit had been acquired in a business combination. The
implied fair value of goodwill is then compared to the carrying value. If the implied fair value of goodwill is less than the carrying
value, an impairment loss is recognized equal to the difference. No impairment losses have been recognized for the years ended
December 31, 2012, 2011 and 2010.

Intangible assets that have a finite useful life are amortized over their respective estimated useful lives, which are reviewed by
management each reporting period and whenever changes in circumstances indicate that the
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Significant Accounting Policies —Continued
Goodwill and Other Intangible Assets —Continued

carrying value of the assets may not be recoverable. Other intangible assets determined to have an indefinite useful life are not
amortized, but are instead tested for impairment annually. In July 2012, the FASB issued updated guidance on the annual testing of
indefinite-lived intangible assets for impairment. The amendments allow an entity to first assess qualitative factors to determine whether
it is more likely than not that the indefinite-lived intangible asset is impaired. If we elect the qualitative assessment and we conclude it is
more likely than not that the fair value of the indefinite-lived intangible assets is less than its carrying amount, quantitative impairment
testing is required. However, if we conclude otherwise, quantitative impairment testing is not required. An impairment loss is
recognized to the extent that the carrying amount exceeds the asset’ s fair value. Management estimates fair value through various
techniques including discounted cash flow models, which incorporate market based inputs, and third party independent appraisals, as
considered appropriate. Management also considers current and estimated economic trends and outlook. No impairment losses have
been recognized for the years ended December 31, 2012, 2011 and 2010.

Foreign Currency

The functional currency of certain of our subsidiaries, notably Mexico and Venezuela, is the U.S. Dollar (*USD”). The functional
currency of our other international operations, notably our Canadian subsidiaries and international distribution centers, is the respective
subsidiary’ s local currency. The assets and liabilities of our foreign operations, where the functional currency is the respective
subsidiary’ s local currency, are translated into USD using the exchange rate in effect as of the balance sheet date. Income statement
amounts are translated at the average exchange rate prevailing during the period. The resulting translation adjustments are recorded as a
component of AOCI. Foreign currency exchange gains and losses arising from fluctuations in currency exchange rates on transactions
and balances denominated in currencies other than the functional currency are recorded in earnings as incurred and are included in
Revenues, Net in the accompanying Consolidated Statements of Operations. Refer to Note 21, Venezuelan Currency Regulations and
Devaluation and Note 24, Subsequent Events, for additional information related to currency devaluations in Venezuela.

The following summarizes changes in AOCI resulting from translation adjustments (in millions of dollars):

Years Ended December 31,
2012 2011 2010
Balance at beginning of period $(31) $(49) $58
Foreign currency translation adjustments (1) _(63) 18 (107)
Balance at end of period $(94) $31) $(49)

(1) Net of 30 of taxes

The following table summarizes net foreign currency transaction gains (losses) as follows (in millions of dollars):

Years Ended December 31,
2012 2011 2010
Net foreign currency transaction gains (losses) $(144) $91 $(30)

-110-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents
CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES
Notes to Consolidated Financial Statements

Note 2. Basis of Presentation and Significant Accounting Policies —Continued
Significant Accounting Policies —Continued

Fair Value Measurements

The measurement of fair value is based on a three-tier hierarchy, which prioritizes the inputs used in measuring fair value. The hierarchy
gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurement) and the
lowest priority to unobservable inputs (Level 3 measurement). The three levels of the fair value hierarchy are as follows:

Levell —Quoted prices are available in active markets for identical assets or liabilities as of the balance sheet date. Active markets are
those in which transactions for the asset or liability occur in sufficient frequency and volume to provide pricing information on an
ongoing basis. Level 1 primarily consists of financial instruments such as cash and cash equivalents, restricted cash and
marketable securities.

Level2 —Pricing inputs are other than quoted prices in active markets included in Level 1, which are either directly or indirectly
observable as of the balance sheet date. Level 2 includes those financial instruments that are valued using models or other
valuation methodologies. These models are primarily industry-standard models that consider various assumptions, including
quoted forward prices for commodities, time value, volatility factors and current market and contractual prices for the underlying
instruments, as well as other relevant economic measures. Substantially all of these assumptions are observable in the marketplace
throughout the full term of the instrument and can be derived from observable data. Instruments in this category include
commercial paper and non-exchange-traded derivatives such as over-the-counter currency and commodity forwards and swap
contracts.

Level3 —Pricing inputs include significant inputs that are generally less observable from objective sources. These inputs may be used
with internally developed methodologies that result in management’ s best estimate of fair value. At each balance sheet date, we
perform an analysis of all instruments subject to fair value measurement and include in Level 3 all of those whose fair value is
based on significant unobservable inputs. Instruments in this category include non-exchange traded derivatives such as over-the-
counter commodity option and swap contracts.

Assets and liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value measurement.
Our assessment of the significance of a particular input to the fair value measurement requires judgment and may affect the valuation of
assets and liabilities and their placement within the fair value hierarchy. Transfers into and out of fair value hierarchy levels are
recognized as of the balance sheet date.

Refer to Note 14, Fair Value Measurements, for a detailed discussion of the use of observable and unobservable inputs.
As part of the process of measuring the fair value of liabilities, we considered the non-performance risk related to that liability, which

includes our credit risk. The effect of our credit risk on the fair value of the liability may differ depending on whether the liability is an
obligation to deliver cash versus goods or services, as well as the terms of the credit enhancements related to the liability.
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Note 3. Variable Interest Entities
Consolidated VIEs
Gold Key Lease

We previously used special purpose entities to securitize future lease payments and vehicle residual values for the portfolio of vehicles
under our Gold Key Lease financing program. As of December 31, 2011, we were the sole beneficiary of the consolidated assets from
these VIEs and accordingly, we were considered to be the primary beneficiary. In June 2012, we repaid the remaining outstanding
balance of the asset-backed note payable. We are currently winding down the Gold Key Lease financing program and no vehicles were
added to the vehicle lease portfolio during the years ended December 31, 2012 and 2011.

The following amounts were included in the respective financial statement captions in the accompanying Consolidated Balance Sheets
related to the Gold Key Lease vehicle lease portfolio as of December 31 (in millions of dollars):

2012 2011
Restricted cash $- $3
Equipment and other assets on operating leases, net 1 59
Financial liabilities - 41

Refer to Note 4, Interest Expense, and Note 11, Financial Liabilities, for additional information related to our Gold Key Lease program
and financing arrangements.

Chrysler Receivables SPV LLC

In connection with the 363 Transaction, we purchased the equity of Chrysler Receivables SPV LLC (“Receivables SPV”) and assumed
the terms of the Auto Supplier Support Program, which was established by the U.S. Treasury in 2009 to ensure the payment of qualified
automotive receivables to certain automotive suppliers of Old Carco. Receivables SPV was formed on April 7, 2009 to facilitate the
Auto Supplier Support Program and was a wholly-owned subsidiary of Old Carco. In addition, we assumed a $1.5 billion loan facility
that was previously provided by the U.S. Treasury to Receivables SPV to finance this program, which was subsequently reduced to $1.0
billion.

Receivables SPV was determined to be a VIE as its total equity investment at risk was not sufficient to permit the entity to finance its
activities without additional subordinated financial support, in the form of additional equity contributions from us. We were also the
primary beneficiary, as we absorbed the majority of the losses and received the majority of the benefits of Receivables SPV.

During March 2010, we repaid the $123 million outstanding on the facility and all accrued and unpaid interest. In April 2010, the Auto
Supplier Support Program expired and, in accordance with the terms of the agreement, we paid the U.S. Treasury a $40 million exit fee
associated with the program, as well as $5 million, which represented 50 percent of the residual equity of Receivables SPV. Receivables
SPV was dissolved in December 2010.
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Note 3. Variable Interest Entities —Continued

Nonconsolidated VIEs
ZF Marysville, LLC

We have a commercial agreement with ZF Marysville, LLC (“ZFM”) in which ZFM produces lightweight axles at one of our facilities.
ZFM was determined to be a VIE as it does not have sufficient equity at risk to finance its activities. We hold no equity interests in ZFM
and we do not have the power to direct the activities of ZFM which most significantly affect its economic performance. Therefore, we
have determined we are not the primary beneficiary of ZFM.

ZFM began production in July 2010. Upon the start of operations, we recorded capital lease assets and capital lease obligations resulting
from an embedded capital lease related to the equipment used to produce the lightweight axles. In July 2011, a second embedded capital
lease was recorded related to equipment used to produce axle components. As of December 31, 2012 and 2011, we had $108 million
and $123 million, respectively, of capital lease assets and $115 million and $127 million, respectively, of capital lease obligations,
which are included in Property, Plant and Equipment, Net and Financial Liabilities, respectively, in the accompanying Consolidated
Balance Sheets. Our maximum exposure to loss is approximately $12 million through our contractual commitments to ZFM through
2020.

U.S. Dealer Automotive Receivables Transition LLC

Prior to May 2011, we were a party to the Ally Master Transaction Agreement (“Ally MTA”) between the U.S. Treasury, Ally Financial
Inc. (“Ally”) and U.S. Dealer Automotive Receivables Transition LLC (“USDART”). The Ally MTA provided for a risk sharing
arrangement, in which USDART would reimburse Ally for qualifying losses on loans with third party Chrysler Group dealerships issued
prior to November 21, 2009. In May 2011, all parties mutually agreed to terminate the Ally MTA.

Prior to May 2011, USDART was determined to be a VIE as it did not have sufficient equity at risk to finance its activities. At
December 31, 2010, we had a variable interest in USDART in the form of a $100 million advance to USDART. However, we did not
have the power to direct the activities of USDART that most significantly affected its economic performance, therefore, we determined
we were not the primary beneficiary of USDART.

In May 2011, and under the terms of the U.S. Treasury first lien credit agreement, amounts outstanding under that agreement were
reduced by $4 million, the amount of qualifying losses incurred by Ally through April 2011. In addition, under the terms of the Ally
MTA, $96 million, which represented the remaining balance of the advance to USDART, was transferred to us. Refer to Note 13,
Commitments, Contingencies and Concentrations, for additional information related to USDART.
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Note 4. Interest Expense

Interest expense included the following (in millions of dollars):

Years Ended December 31,
2012 2011 2010
Financial interest expense:
Related parties (see Note 18) $440 $635 $934
Other 651 506 220
Interest accretion, primarily related to debt discounts, debt
issuance costs and fair value adjustments 119 170 229
Payable-in-kind interest —related party (see Note 18) = 27 68
Capitalized interest related to capital expenditures (116) (100) (175)
Total $1,094 $1,238 $1,276

In addition to the interest amounts included in Interest Expense in the accompanying Consolidated Statements of Operations, we
recorded financial interest expense related to Gold Key Lease financing activities of $1 million, $13 million and $67 million in Cost of
Sales for the years ended December 31, 2012, 2011 and 2010, respectively. Gold Key Lease financial interest expense included the
effects of interest rate swaps for the years ended December 31, 2011 and 2010. We also recorded $8 million and $23 million of net
interest accretion related to Gold Key Lease financing activities in Cost of Sales in the accompanying Consolidated Statements of
Operations for the years ended December 31, 2011 and 2010, respectively. No such interest accretion was recorded for the year ended
December 31, 2012. Refer to Note 11, Financial Liabilities, for additional information related to Gold Key Lease.

Related party amounts above include activities with the U.S. Treasury through July 21, 2011. Refer to Note 18, Other Transactions with
Related Parties, for additional information.

Note 5. Inventories

The components of inventories as of December 31 were as follows (in millions of dollars):

2012 2011
Finished products, including service parts $3,255 $2,655
Work in process 1,560 1,544
Raw materials and manufacturing supplies 183 167
Total $4,998 $4,366
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Note 6. Property, Plant and Equipment. Net

The components of property, plant and equipment as of December 31 were as follows (in millions of dollars):

Range of Useful
Lives (years) 2012 2011
Land - $257 $251
Leasehold improvements and buildings 12 -40 2,929 2,694
Technical equipment and machinery 3-30 8,103 6,987
Factory, office and other equipment 3-19 1,640 1,435
Special tooling 3-12 7,526 6,634
Construction in progress, including advance payments related to plant
and equipment - 3,125 2,073
23,580 20,074
Accumulated depreciation and amortization (8,089) (6,109)
Total $15,491 $13,965

Depreciation and amortization of property, plant and equipment was $2,352 million, $2,575 million and $2,558 million for the years
ended December 31, 2012, 2011 and 2010, respectively.

Note 7. Equipment and Other Assets on Operating Leases, Net

The components of equipment and other assets on operating leases as of December 31 were as follows (in millions of dollars):

Range of Service

Lives (years) 2012 2011
Leased vehicles —~Guaranteed Depreciation Program 5-15 $601 $1,116
Leased vehicles —~Gold Key Lease 5-15 6 94
Other leased assets 12 -40 453 348
1,060 1,558
Accumulated depreciation (84) (137)
Total $976 $1,421

Included in Leased vehicles —Guaranteed Depreciation Program above are vehicles sold to daily rental car companies which are subject
to guaranteed minimum resale values.

Included in Leased vehicles —Gold Key Lease above is a portfolio of vehicles that was originated in connection with a vehicle lease
financing program in Canada. We previously had securitizations of future lease payments on certain of these operating leases and the
related vehicles’ residual values. The securitizations were accounted for as secured borrowings. We used special purpose entities which
were considered VIEs for most of the securitizations. As of December 31, 2011, we were the sole beneficiary of the consolidated assets
from these VIEs. Refer to Note 3, Variable Interest Entities, for additional information.

As of December 31, 2011, the debt associated with the on-balance sheet lease securitizations was $41 million, and is included in
Financial Liabilites in the accompanying Consolidated Balance Sheets. In June 2012, we
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Note 7. Equipment and Other Assets on Operating Leases, Net —Continued

repaid the remaining outstanding balance of the asset-backed note payable. These obligations were primarily repaid out of collections
from the operating lease and proceeds from the sales of the related vehicles. We are currently winding down the Gold Key Lease
program, therefore, no additional funding will be required. No vehicles were added to the portfolio during the years ended

December 31, 2012 and 2011.

Included in Other Leased Assets above are buildings, warehouses, sales offices as well as dealership and vehicle storage properties that
we lease to our dealers and others.

Depreciation of equipment and other assets on operating leases was $170 million, $117 million and $359 million for the years ended
December 31, 2012, 2011 and 2010, respectively, and is included in Cost of Sales in the accompanying Consolidated Statements of
Operations.

Future minimum lease payments due from customers for equipment and other assets on operating leases as of December 31, 2012 were
as follows (in millions of dollars):

2013 $ 17
2014 15
2015 14
2016 9

2017 5

2018 and thereafter 16

Note 8. Goodwill and Other Intangible Assets

As of December 31, 2012 and 2011, we had goodwill of $1,361 million. No adjustments to the carrying amount of goodwill were
recorded during the years ended December 31, 2012 and 2011. We have one operating segment, which is also our only reporting unit.

The components of other intangible assets as of December 31 were as follows (in millions of dollars):

2012
Range of Gross Net
Useful Lives Carrying Accumulated Intangible
(years) Amount Amortization Assets
Brand names Indefinite $2,210 § - $2,210
Dealer networks 20 392 70 322
Fiat contributed intellectual property rights 10 320 114 206
Other intellectual property rights 3-12 263 37 226
Patented and unpatented technology 4-10 208 120 88
Favorable operating lease contracts 1-16 19 13 6
Software and other 2-5 489 187 302
Total $3,901 $ 541 $ 3,360
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Note 8. Goodwill and Other Intangible Assets —Continued

2011
Range of Gross Net
Useful Lives Carrying Accumulated Intangible
(years) Amount Amortization Assets
Brand names Indefinite $2,210 § - $2,210
Dealer networks 20 390 50 340
Fiat contributed intellectual property rights 10 320 82 238
Other intellectual property rights 3-12 263 19 244
Patented and unpatented technology 4-10 208 87 121
Favorable operating lease contracts 1-16 29 19 10
Software and other 2-5 352 144 208
Total $3,772 $ 401 $3,371

During the years ended December 31, 2012 and 2011, additions of $172 million and $95 million, respectively, were recorded with a

weighted-average amortization period of 4 years and 6 years, respectively.

The following summarizes the amount of intangible asset amortization expense included in the respective financial statement captions

of the accompanying Consolidated Statements of Operations (in millions of dollars):

Years Ended December 31,
Financial Statement
Caption 2012 2011 2010
Favorable operating lease contracts Revenues, Net $1 $18 $71
Patented and unpatented technology,
intellectual property, software and
other Cost of Sales 159 164 115
Dealer networks and other Selling, Administrative
and Other Expenses 23 43 24
Total $183 $225 $210

Based on the gross carrying amount of other intangible assets as of December 31, 2012, the estimated future amortization expense for

the next five years was as follows (in millions of dollars):

2013 $ 172

2014 178

2015 141

2016 133

2017 99
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Note 9. Prepaid Expenses and Other Assets

The components of prepaid expenses and other assets as of December 31 were as follows (in millions of dollars):

2012 2011
Non- Non-
Current Current Total Current Current Total
Amounts due from related parties (see Note 18) $503 $- $503 $975 $- $975
Prepaid pension expense (see Note 17) - 114 114 - 118 118
Other 605 289 894 628 303 931
Total  $1,108 $ 403 $1,511 $1,603 $421 $2,024
Note 10. Accrued Expenses and Other Liabilities
The components of accrued expenses and other liabilities as of December 31 were as follows (in millions of dollars):
2012 2011
Non- Non-
Current  Current Total Current  Current Total
Pension and postretirement benefits (see Note 17) $188 $11,864 $12,052 $185 $9,198 $9,383
Product warranty costs 1,142 2,372 3,514 1,196 2,122 3,318
Sales incentives 3,031 = 3,031 2,431 - 2,431
Personnel costs 711 413 1,124 585 391 976
Amounts due to related parties (see Note 18) (1) 562 = 562 381 = 381
Income and other taxes 256 106 362 287 118 405
Accrued interest (2) 342 = 342 330 - 330
Workers’ compensation 46 275 321 43 284 327
Vehicle residual value guarantees, excluding Gold Key Lease
vehicle portfolio 238 = 238 438 = 438
Restructuring actions (see Note 20) 69 - 69 150 - 150
Other 1,933 507 2,440 1,681 645 2,326
Total $8,518  $15,537 $24,055 $7,707  $12,758  $20,465

(1) Excludes amounts due to related parties for interest separately discussed in (2) below.
(2)  Includes 3222 million and 3220 million of accrued interest due to related parties as of December 31, 2012 and 2011, respectively.
Refer to Note 18, Other Transactions with Related Parties, for additional information.

We issue various types of product warranties under which we generally guarantee the performance of products delivered for a certain
period or term. The reserve for product warranties includes the expected costs of warranty obligations imposed by law or contract, as
well as the expected costs for mandatory or voluntary actions to recall and repair vehicles and for buyback commitments. Estimates are
principally based on assumptions regarding the lifetime warranty costs of each vehicle line and each model year of that vehicle line, as

well as historical claims experience for our vehicles.
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Note 10. Accrued Expenses and Other Liabilities —Continued

The changes in accrued product warranty costs (excluding deferred revenue from extended warranty and service contracts described
below, as well as supplier recoveries) were as follows (in millions of dollars):

Years Ended December 31,
2012 2011 2010

Balance at beginning of period $3,318 $3,171 $3,176
Provision for current period warranties 1,735 1,686 1,342
Net adjustments to pre-existing warranties (158) (106) 123
Net warranty settlements (1,414) (1,452) (1,497)
Interest accretion, translation and other adjustments 33 19 27

Balance at end of period $3,514 $3,318 $3,171

During the years ended December 31, 2012, 2011 and 2010, we recognized recoveries from suppliers related to warranty claims of $105
million, $115 million and $120 million, respectively, which are excluded from the change in warranty costs above.

We also offer customers the opportunity to purchase separately-priced extended warranty and service contracts. In addition, from time to
time we sell certain vehicles with a service contract included in the sales price of the vehicle. The service contract and vehicle qualified
as separate units of accounting in accordance with the accounting guidance for multiple-element arrangements. Refer to Note 2, Basis of
Presentation and Significant Accounting Policies, for additional information. The revenue from these contracts, as well as our
separately-priced extended warranty and service contracts, is recorded as a component of Deferred Revenue in the accompanying
Consolidated Balance Sheets at the inception of the contract and is recognized as revenue over the contract period in proportion to the
costs expected to be incurred based on historical information.

The following summarizes the changes in deferred revenue from these contracts (in millions of dollars):

Years Ended December 31,

2012 2011 2010
Balance at beginning of period $926 $829 $779
Deferred revenues for current period service contracts 600 545 433
Earned revenues in current period (446) (446) (444)
Refunds of cancelled contracts (54) (53) (47)
Interest accretion, translation and other adjustments 49 51 108
Balance at end of period $1,075 $926 $829
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The components of financial liabilities as of December 31 were as follows (in millions of dollars):

2012
Interest Face Carrying
Rate Value  Value
Financial Liabilities Payable Within One Year:
Effective
VEBA Trust Note 11.71% $159 § 159
Tranche B Term Loan 6.46% (1) 30 30
Canadian Health Care Trust Notes:
Tranche A 7.98% (2) 79 79
Tranche B 9.21% (2) 3 23
Total Canadian Health Care Trust Notes _102 102
Mexican development banks credit facility due 2025 9.62% (3) 30 30
Weighted
Average
Other:
Capital lease obligations 11.50% 36 27
Other financial obligations 11.09% _11s 108
Total other financial liabilities 151 135
Total financial liabilities payable within one year $472 §$ 456
Interest Face  Carrying
Maturity Rate Value Value
Financial Liabilities Payable After One Year:
Effective
VEBA Trust Note 7/15/2023  11.71% $4,715  $4,129
Tranche B Term Loan 5/24/2017  6.46% (1) 2,925 2,874
Secured Senior Notes due 2019 6/15/2019  821% 4 1,500 1,484
Secured Senior Notes due 2021 6/15/2021  8.44%(5) 1,700 1,681
Canadian Health Care Trust Notes:
Tranche A 6/30/2017  7.98% (2) 402 426
Tranche B 6/30/2024  9.21% (2) 456 467
Tranche C 6/30/2024  9.68% (6) 109 92
Total Canadian Health Care Trust Notes 967 985
Mexican development banks credit facilities:
Credit facility due 2021 12/23/2021  8.54% (7) 231 231
Credit facility due 2025 7/19/2025  9.62% (3) 350 350
Total Mexican development banks credit facilities 581 581
Weighted
Average
Other:
Capital lease obligations 2014-2020  12.43% 251 214
Other financial obligations 2014-2024  13.43% 218 199
Total other financial liabilities 469 413
Total financial liabilities payable after one year 12,857 12,147
Total $13,329 $12,603
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Note 11. Financial Liabilities —Continued

2011
Interest Face Carrying
Rate Value Value
Financial Liabilities Payable Within One Year:
Effective
Tranche B Term Loan 6.46% (1) $30 $ 30
Canadian Health Care Trust Note —Tranche D 5.50% (8) 24 23
Mexican development banks credit facility due 2025 9.60% (3) 14 14
Weighted
Average
Other:
Asset-backed note payable —Gold Key Lease 4.46% 41 41
Capital lease obligations 11.01% 38 28
Other financial obligations 10.37% _ 104 94
Total other financial liabilities _ 183 163
Total financial liabilities payable within one year $251 $ 230
Interest Face Carrying
Maturity Rate Value Value
Financial Liabilities Payable After One Year:
Effective
VEBA Trust Note 7/15/2023 11.71% $4,836 $4,193
Tranche B Term Loan 5/24/2017 6.46% (1) 2,955 2,893
Secured Senior Notes due 2019 6/15/2019 8.21% (4) 1,500 1,482
Secured Senior Notes due 2021 6/15/2021 8.44% (5) 1,700 1,680
Canadian Health Care Trust Notes:
Tranche A 6/30/2017 7.98% (2) 434 465
Tranche B 6/30/2024 9.21% (2) 433 445
Tranche C 6/30/2024 9.68% (6) 98 81
Total Canadian Health Care Trust Notes 965 991
Mexican development banks credit facilities:
Credit facility due 2021 12/23/2021 8.49% (7) 214 214
Credit facility due 2025 7/19/2025 9.60% (3) 353 353
Total Mexican development banks credit facilities 567 567
Weighted
Average
Other:
Capital lease obligations 2013-2020 12.42% 282 237
Other financial obligations 2013-2024 12.81% 326 301
Total other financial liabilities 608 538
Total financial liabilities payable after one year 13,131 12,344
Total $13,382 $12,574
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Note 11. Financial Liabilities —Continued

(1) Loan bears interest at LIBOR (subject to a 1.25 percent floor) + 4.75 percent. Commencing in July 2011, interest has been reset
every three months. Stated interest rate as of both December 31, 2012 and 2011 was 6.00 percent.

(2) Note bears interest at a stated rate of 9.00 percent.

(3) Represents the stated interest rate. Loan bears interest at the 28 day Interbank Equilibrium Interest Rate (“TIIE”) + 4.80 percent
subject to a quarterly reset of TIIE.

(4) Notes bear interest at a stated rate of 8.00 percent.

(5) Notes bear interest at a stated rate of 8.25 percent.

(6) Note bears interest at a stated rate of 7.50 percent.

(7) Represents the stated interest rate. Loan bears interest at the 28 day TIIE + 3.70 percent subject to a monthly reset of TIIE.

(8) Note was non-interest bearing.

As of December 31, 2012, the carrying amounts of our financial obligations were net of fair value adjustments, discounts, premiums and
loan origination fees totaling $726 million related to the following obligations (in millions of dollars):

VEBA Trust Note $586
Tranche B Term Loan 51
Secured Senior Notes due 2019 16
Secured Senior Notes due 2021 19
Canadian Health Care Trust Notes (18)
Liabilities from capital leases and other financial obligations 72
Total $726

As of December 31, 2012, the aggregate annual contractual maturities of our financial liabilities at face value were as follows (in
millions of dollars):

2013 $472
2014 469
2015 501
2016 532
2017 3,414
2018 and thereafter 7,941
Total $13,329

Repayment of U.S. Treasury and Export Development Canada Credit Facilities

On May 24, 2011, we repaid all amounts outstanding under the U.S. Treasury and Export Development Canada (“EDC”) credit
facilities. Refer to U.S. Treasury Credit Facilities and Export Development Canada Credit Facilities below for additional information
related to these agreements.
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Note 11. Financial Liabilities —-Continued
Repayment of U.S. Treasury and Export Development Canada Credit Facilities —Continued

Payments were made as follows (in millions of dollars):

Principal Accrued Interest Total Payment
U.S. Treasury first lien credit facilities:
Tranche B $2,080 (1) $ 22 $ 2,102
Tranche C 3,675 () 65 3,740
Zero Coupon Note 100 - 100
Total U.S Treasury first lien credit facilities 5,855 87 5,942
EDC credit facilities:
Tranche X 1,319 14 1,333
Tranche X-2 404 4 408
Total EDC credit facilities 1,723 18 1,741
Total U.S Treasury and EDC credit facilities $7,578 $ 105 $ 7,683

(1) Includes 380 million of payable-in-kind ( “PIK ") interest previously capitalized. The payment of PIK interest is included as a
component of Net Cash Provided by Operating Activities in the accompanying Consolidated Statements of Cash Flows.

(2) Includes 3315 million of PIK interest previously capitalized. The payment of PIK interest is included as a component of Net Cash
Provided by Operating Activities in the accompanying Consolidated Statements of Cash Flows. In addition, as a result of the
termination of the Ally MTA and in accordance with the U.S. Treasury first lien credit agreement, amounts outstanding under that
agreement were reduced by 34 million, the amount of qualifying losses incurred by Ally through April 2011. Refer to Note 13,
Commitments, Contingencies and Concentrations, for additional information related to the Ally MTA.

In connection with the repayment of our outstanding obligations under the U.S. Treasury and EDC credit facilities, we recognized a
$551 million loss on extinguishment of debt, which consisted of the write off of $136 million of unamortized discounts and $34 million
of unamortized debt issuance costs associated with the U.S. Treasury credit facilities and $367 million of unamortized discounts and
$14 million of unamortized debt issuance costs associated with the EDC credit facilities. These charges are included in Loss on
Extinguishment of Debt in the accompanying Consolidated Statements of Operations.

Senior Credit Facilities and Secured Senior Notes

On May 24, 2011, we and certain of our U.S. subsidiaries as guarantors entered into the following arrangements:

Senior Credit Facilities — a $3.0 billion Tranche B Term Loan maturing on May 24, 2017, which was fully drawn on May 24,
2011 and a $1.3 billion revolving credit facility that matures on May 24, 2016 (“Revolving Facility””) and remains undrawn;

Secured Senior Notes due 2019 — issuance of $1.5 billion of 8 percent secured senior notes due June 15, 2019 (“Original
2019 Notes”); and

Secured Senior Notes due 2021 — issuance of $1.7 billion of 8 1/4 percent secured senior notes due June 15, 2021 (“Original
2021 Notes™).
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Senior Credit Facilities

Our Senior Credit Facilities with a syndicate of private sector lenders provide for borrowings of up to $4.3 billion and include, the
Revolving Facility which may be borrowed and repaid from time to time until the maturity date. Up to $200 million of the Revolving
Facility may be used for the issuance of letters of credit. Prior to the final maturity date of each of the facilities, we have the option to
extend the maturity date of all or a portion of these facilities with the consent of the lenders whose loans or commitments are being
extended. We also have the option to increase the amount of these facilities in an aggregate principal amount not to exceed $1.2 billion,
either through an additional term loan, an increase in the Revolving Facility or a combination of both, subject to certain conditions.

The outstanding principal amount of the Tranche B Term Loan is payable in equal quarterly installments of $7.5 million, with the
remaining balance due at maturity. No scheduled principal payments are required on amounts drawn on the Revolving Facility until the
maturity date of the facility.

All amounts outstanding under the Tranche B Term Loan and Revolving Facility bear interest at our option of either a base rate plus
3.75 percent per annum or at LIBOR plus 4.75 percent per annum. For the Tranche B Term Loan, a base rate floor of 2.25 percent per
annum or a LIBOR floor of 1.25 percent per annum applies. We currently accrue interest based on LIBOR. Commencing in July 2011,
interest has been reset every three months and is payable quarterly in January, April, July and October of each year.

We are required to pay commitment fees equal to 0.75 percent per annum, which may be reduced to 0.50 percent per annum if we
achieve a specified consolidated leverage ratio, multiplied by the daily average undrawn portion of the Revolving Facility. Commitment
fees are payable quarterly in arrears.

If we voluntarily prepay all or any portion of the Tranche B Term Loan on or before May 24, 2014, we will be obligated to pay a call
premium. Prior to May 24, 2013, the call premium will be 2.00 percent of the principal amount of such loans prepaid or repriced, and
after May 24, 2013 but on or prior to May 24, 2014, the call premium will be 1.00 percent of the principal amount of such loans prepaid
or repriced. After May 24, 2014, we may make voluntary prepayments under the Tranche B Term Loan without premium or penalty,
except for normal breakage costs.

Mandatory prepayments are required, subject to certain exceptions, from the net cash proceeds of asset sales, incurrence of additional
indebtedness, insurance or condemnation proceeds and excess cash flow. In the case of excess cash flow, the mandatory prepayments
are subject to a leverage-based step-down and only to the extent our liquidity exceeds a certain threshold. Certain mandatory
prepayments are subject to call premiums consistent with the voluntary prepayments.

The Senior Credit Facilities are secured by a senior priority security interest in substantially all of Chrysler Group LLC’ s assets and the
assets of its U.S. subsidiary guarantors, subject to certain exceptions. The collateral includes 100 percent of the equity interests in our
domestic subsidiaries and 65 percent of the equity interests in foreign subsidiaries held directly by Chrysler Group LLC and its U.S.
subsidiary guarantors.

The senior secured credit agreement includes a number of affirmative covenants, many of which are customary, including, but not
limited to, the reporting of financial results and other developments, compliance with laws,
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payment of taxes, maintenance of insurance and similar requirements. The senior secured credit agreement also contains several
negative covenants, including but not limited to, (i) limitations on incurrence, repayment and prepayment of indebtedness;

(i) limitations on incurrence of liens; (iii) limitations on making restricted payments, including a limit on declaring dividends or making
distributions to our members; (iv) limitations on transactions with affiliates, swap agreements and sale and leaseback transactions;

(v) limitations on fundamental changes, including certain asset sales and (vi) restrictions on certain subsidiary distributions. In addition,
the senior secured credit agreement requires us to maintain a minimum ratio of borrowing base to covered debt, as well as a minimum
liquidity of $3.0 billion, which includes any undrawn amounts on the Revolving Facility.

The senior secured credit agreement contains a number of events of default related to, (i) failure to make payments when due; (ii) failure
to comply with covenants; (iii) breaches of representations and warranties; (iv) certain changes of control; (v) cross-default with certain
other debt and hedging agreements and (vi) the failure to pay certain material judgments. As of December 31, 2012, we were in
compliance with all covenants under the senior secured credit agreement.

Secured Senior Notes

We entered into an indenture with CG Co-Issuer Inc. (“CG Co-Issuer’), our wholly-owned special purpose finance subsidiary, certain of
our wholly-owned U.S. subsidiaries (“Guarantors”) and Wilmington Trust FSB, as trustee and Citibank, N.A. as collateral agent, paying
agent, registrar and authenticating agent, pursuant to which we issued the Original 2019 Notes and the Original 2021 Notes, collectively
referred to as the “Original Notes.” The Original Notes were issued at par and were sold in a private placement to (i) qualified
institutional buyers in reliance on Rule 144A under the Securities Act of 1933, as amended (the “Securities Act”) and (ii) outside the
United States to persons who are not U.S. persons (as defined in Rule 902 of Regulation S under the Securities Act) in compliance with
Regulation S under the Securities Act.

In connection with the offering of the Original Notes, we entered into a registration rights agreement with the initial purchasers of the
Original Notes. Under the terms of the registration rights agreement, we agreed to register notes having substantially identical terms as
the Original Notes with the SEC as part of an offer to exchange freely tradable exchange notes for the Original Notes. On December 29,
2011, and subject to the terms and conditions set forth in our prospectus, we commenced an offer to exchange our new 8 percent secured
senior notes due 2019 (2019 Notes”) for the outstanding Original 2019 Notes and our new 8 /4 percent secured senior notes due 2021
(“2021 Notes”) for the outstanding Original 2021 Notes. The 2019 Notes and 2021 Notes are collectively referred to as the “Notes.”

On February 1, 2012, our offers to exchange the Original 2019 Notes and Original 2021 Notes expired. Substantially all of the Original
Notes were tendered for the Notes. The holders of the Notes received an equal principal amount of 2019 Notes for the Original 2019
Notes and an equal principal amount of 2021 Notes for the Original 2021 Notes. The form and terms of the Notes are identical in all
material respects to the Original Notes, except that the Notes do not contain restrictions on transfer.

Beginning December 15, 2011, interest on each series of the Original Notes is payable semi-annually in June and December of each
year, to the holders of record of such Original Notes at the close of business on June 1 or December 1, respectively, preceding such
interest payment date.
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We may redeem, at any time, all or any portion of the 2019 Notes on not less than 30 and not more than 60 days’ prior notice mailed to
the holders of the 2019 Notes to be redeemed. Prior to June 15, 2015, the 2019 Notes will be redeemable at a price equal to the principal
amount of the 2019 Notes being redeemed, plus accrued and unpaid interest to the date of redemption and a “make-whole” premium
calculated under the indenture. At any time prior to June 15, 2014, we may also redeem up to 35 percent of the aggregate principal
amount of the 2019 Notes, at a redemption price equal to 108 percent of the principal amount of the 2019 Notes being redeemed, plus
accrued and unpaid interest to the date of redemption with the net cash proceeds from certain equity offerings. On and after June 15,
2015, the 2019 Notes are redeemable at redemption prices specified in the indenture, plus accrued and unpaid interest to the date of
redemption. The redemption price is initially 104 percent of the principal amount of the 2019 Notes being redeemed for the twelve
months beginning June 15, 2015, decreasing to 102 percent for the year beginning June 15, 2016 and to par on and after June 15, 2017.

We may redeem, at any time, all or any portion of the 2021 Notes on not less than 30 and not more than 60 days’ prior notice mailed to
the holders of the 2021 Notes to be redeemed. Prior to June 15, 2016, the 2021 Notes will be redeemable at a price equal to the principal
amount of the 2021 Notes being redeemed, plus accrued and unpaid interest to the date of redemption and a “make-whole” premium
calculated under the indenture. At any time prior to June 15, 2014, we may also redeem up to 35 percent of the aggregate principal
amount of the 2021 Notes, at a redemption price equal to 108.25 percent of the principal amount of the 2021 Notes being redeemed,
plus accrued and unpaid interest to the date of redemption with the net cash proceeds from certain equity offerings. On and after

June 15, 2016, the 2021 Notes are redeemable at redemption prices specified in the indenture, plus accrued and unpaid interest to the
date of redemption. The redemption price is initially 104.125 percent of the principal amount of the 2021 Notes being redeemed for the
twelve months beginning June 15, 2016, decreasing to 102.75 percent for the year beginning June 15, 2017, to 101.375 percent for the
year beginning June 15, 2018 and to par on and after June 15, 2019.

The indenture includes affirmative covenants, including the reporting of financial results and other developments. The indenture also
contains negative covenants related to our ability and, in certain instances, the ability of certain of our subsidiaries to, (i) pay dividends
or make distributions on the Company’ s capital stock or repurchase the Company’ s capital stock; (ii) make restricted payments;

(iii) create certain liens to secure indebtedness; (iv) enter into sale and leaseback transactions; (v) engage in transactions with affiliates;
(vi) merge or consolidate with certain companies and (vii) transfer and sell assets.

The indenture provides for customary events of default, including but not limited to, (i) nonpayment; (ii) breach of covenants in the
indenture; (iii) payment defaults or acceleration of other indebtedness; (iv) a failure to pay certain judgments and (v) certain events of
bankruptcy, insolvency and reorganization. If certain events of default occur and are continuing, the trustee or the holders of at least 25
percent in aggregate of the principal amount of the Notes outstanding under one of the series may declare all of the Notes of that series
to be due and payable immediately, together with accrued interest, if any. As of December 31, 2012, we were in compliance with all
covenants under the indenture.
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VEBA Trust Note

On June 10, 2009, and in accordance with the terms of a settlement agreement between us and the International Union, United
Automobile, Aerospace and Agricultural Implement Workers of America (“UAW”) (the “VEBA Settlement Agreement”), we issued a
senior unsecured note with a face value of $4,587 million to the VEBA Trust (“VEBA Trust Note”). Refer to Note 17, Employee
Retirement and Other Benefits, for additional information related to the VEBA Settlement Agreement.

The VEBA Trust Note has an implied interest rate of 9.0 percent per annum and requires annual payments of principal and interest on
July 15. Scheduled VEBA Trust Note payments through 2012 did not fully satisfy the interest accrued at the implied rate. In accordance
with the agreement, the difference between a scheduled payment and the accrued interest through June 30 of the payment year was
capitalized as additional debt on an annual basis. In July 2012, 2011 and 2010, we made scheduled payments of $400 million, $300
million and $315 million, respectively, on the VEBA Trust Note and accrued interest of $38 million, $126 million and $123 million,
respectively, was capitalized as additional debt.

Canadian Health Care Trust Notes

On December 31, 2010, Chrysler Canada issued four unsecured promissory notes to an independent Canadian Health Care Trust in an
initial aggregate face value of $976 million ($974 million CAD) (“Canadian Health Care Trust Notes™) as part of the settlement of its
obligations with respect to retiree health care benefits for National Automobile, Aerospace, Transportation and General Workers Union
of Canada (“CAW?”) represented employees, retirees and dependents (“Covered Group”). In addition, the Canadian Health Care Trust
Notes had accrued interest from January 1, 2010 through December 31, 2010 of $80 million ($80 million CAD) and a $31 million ($31
million CAD) net premium. Refer to Note 17, Employee Retirement and Other Benefits, for additional information related to the
Canadian Health Care Trust Settlement Agreement (“‘Canadian HCT Settlement Agreement”).

Payments on the Canadian Health Care Trust Notes are due on June 30 of each year unless that day is not a business day in Canada, in
which case payments are due on the next business day. The scheduled Tranche A and Tranche B note payments through 2012 did not
fully satisfy the interest accrued at the stated rate of 9.0 percent per annum. Accordingly, on the payment date, the difference between
the scheduled payment and the interest accrued through the payment date was capitalized as additional debt. We are not required to
make a payment on the Tranche C note until 2020. However, interest accrued at the stated rate of 7.5 percent per annum on the Tranche
C note will be capitalized as additional debt on the payment date of the Tranche B note through 2019. In July 2012 and June 2011, $74
million ($76 million CAD) and $27 million ($26 million CAD), respectively, of interest accrued in excess of the scheduled payments
was capitalized as additional debt.

The terms of each of the notes are substantially similar and provide that each note will rank pari passu with all existing and future
unsecured and unsubordinated indebtedness for borrowed money of Chrysler Canada, and that Chrysler Canada will not incur
indebtedness for borrowed money that is senior in any respect in right of payment to the notes.
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Mexico Development Banks Credit Facilities

In July 2010, Chrysler de Mexico, S.A. de C.V. (“Chrysler de Mexico”), our principal operating subsidiary in Mexico, entered into a
financing arrangement with certain Mexican development banks which provides for a 15 year amortizing term loan facility equal to the
Mexican peso equivalent of $400 million. The facility was fully drawn during July 2010 and was funded in Mexican pesos. Any
amounts repaid on the facility cannot be re-borrowed.

In December 2011, Chrysler de Mexico entered into a financing arrangement with certain Mexican development banks which provides
for a ten year amortizing term loan facility of 3.0 billion Mexican pesos. The facility was fully drawn during December 2011 and was
funded in Mexican pesos. Principal payments on the loan are not required until 2016, and any amounts repaid cannot be re-borrowed.

The terms of these loans are similar. Chrysler de Mexico placed certain of its assets in special purpose trusts to secure repayment of the
loans, including certain receivables and property, plant and equipment. As of December 31, 2012 and 2011, Chrysler de Mexico had $66
million and $56 million of cash on deposit with the trusts, which is included in Prepaid Expenses and Other Assets in the accompanying
Consolidated Balance Sheets. The loans require compliance with certain covenants, including, but not limited to, limitations on liens,
incurrence of debt and asset sales. As of December 31, 2012, we were in compliance with all covenants under the facilities.

Gold Key Lease

Chrysler Canada maintains our Gold Key Lease vehicle lease portfolio. The related vehicles are leased to Canadian consumers and were
financed by asset-backed securitization facilities, as well as a $5.0 billion ($5.0 billion CAD) secured revolving credit facility. In June
2012, we repaid the remaining outstanding balance of the asset-backed note payable. These obligations were primarily repaid out of
collections from the operating leases and proceeds from the sales of the related vehicles. We are currently winding down the Gold Key
Lease program, therefore, no additional funding will be required. No vehicles were added to the portfolio during the years ended
December 31, 2012 and 2011.

U.S. Treasury Credit Facilities

On June 10, 2009, and in connection with the 363 Transaction, we entered into a first lien credit agreement with the U.S. Treasury,
which included a $2.0 billion term loan (“Tranche B Loan”) used to acquire substantially all of the net operating assets of Old Carco.
The credit agreement also made various term loans available to us for future working capital needs in an amount not to exceed $4.6
billion (“Tranche C Commitment™). In addition, we provided the U.S. Treasury a $288 million note and assumed $500 million of U.S.
Treasury loans originally provided to Chrysler Holding for the benefit of Old Carco. We collectively refer to these loans, as well as the
amounts drawn on the Tranche C Commitment as “Tranche C Loans”. We also provided the U.S. Treasury a $100 million zero coupon
note.

The Tranche C Commitment was scheduled to accrue quarterly payable-in-kind (“PIK”) interest of a maximum of $17 million through
June 10, 2017, and the PIK interest was to be capitalized on a quarterly basis. Accordingly, $17 million and $68 million of PIK interest
was capitalized as additional debt during the three months ended March 31, 2011 and the year ended December 31, 2010, respectively.
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On May 24, 2011, we repaid all amounts owed under the U.S. Treasury first lien credit agreement and terminated all lending
commitments thereunder. See Repayment of U.S. Treasury and Export Development Canada Credit Facilities above for additional
information.

Export Development Canada Credit Facilities

Chrysler Canada entered into a loan and security agreement with the EDC on March 30, 2009, which was subsequently amended on
April 29, 2009, pursuant to which the EDC provided a $1,238 million ($1,209 million Canadian dollar (“CAD”)) secured term loan
facility known as “Tranche X”. On June 10, 2009, the EDC loan agreement was amended and restated to increase the secured term loan
facility by a CAD equivalent of $909 million USD, up to a maximum of $1,116 million CAD. The increase in the loan facility was
known as “Tranche X-2". In addition to the Tranche X and Tranche X-2 loans, Chrysler Canada provided the EDC additional notes of
$81 million ($80 million CAD). The additional notes are included in the Tranche X facility.

On May 24, 2011, we repaid all amounts owed under the EDC loan and security agreement and terminated all lending commitments
thereunder. See Repayment of U.S. Treasury and Export Development Canada Credit Facilities above for additional information.

Amounts Available for Borrowing under Credit Facilities

As of December 31, 2012, our $1.3 billion Revolving Facility remains undrawn and the Tranche B Term Loan and Mexican
development banks credit facilities remain fully drawn. Our $5.0 billion ($5.0 billion CAD) Gold Key Lease secured revolving credit
facility remains undrawn as of December 31, 2012, however, no additional funding will be provided due to winding down the Gold Key
Lease program.

Note 12. Income Taxes

Income (loss) before income taxes by jurisdiction was as follows (in millions of dollars):

Years Ended December 31,
2012 2011 2010
United States $971 $(15) $(731)
Foreign 971 396 218
Total $1,942 $381 $(513)
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Income tax expense (benefit) consisted of the following (in millions of dollars):

Years Ended December 31,
202 2011 2010
Current:
Foreign $267 $210 $77
State and local 7 S5 7
274 215 84
Deferred:
Foreign 8 (20) 60
State and local _(8) 3 (5
i _an 33
Total 5274 5198 5139
The significant components of deferred tax expense (benefit) were as follows (in millions of dollars):
Years Ended December 31,
2012 2011 2010
Deferred tax expense (benefit) (exclusive of the items
below) $15 $(13) $81
Benefits of operating loss carryforwards (12) (7) 2n
Adjustment due to changes in enacted tax rates or laws 3 3 (5
Total $- $(17) $55

Provisions are made for estimated foreign income taxes, less available tax credits and deductions, which may be incurred on the future
repatriation of our share of our subsidiaries’ undistributed cumulative earnings which are not deemed to be permanently reinvested.
There were no provisions recorded on temporary differences of approximately $1.5 billion for U.S. income taxes and approximately
$1.8 billion for foreign withholding taxes because these differences are permanent in duration. This amount may become taxable upon a
repatriation of assets from the subsidiaries or a sale or liquidation of the subsidiaries. There are no plans to repatriate the retained
earnings from these subsidiaries, as the earnings are permanently reinvested. Quantification of the deferred tax liability, if any,
associated with permanently reinvested earnings is not practicable.
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A reconciliation of income tax expense provided using the U.S. federal statutory tax rate of 35 percent to actual income taxes was as
follows (in millions of dollars):

Years Ended December 31,

2012 2011 2010
Tax expense (benefit) at U.S. federal statutory tax rate $680 $135 $(180)
Limited liability company (income)/losses not subject to
federal or state taxes (296) 79 278
Adjustment to taxes receivable 2 (20) (165)
Valuation allowances (77) 6 100
Income tax reserves 4 (6) 61
Foreign statutory rate difference (83) 3D (12)
Non-deductible expenses 9 (6) 48
Tax rate change 3) 1 11
Withholding taxes 27 10 3
Foreign currency translation 10 (26) (12)
Prior year tax return adjustments 4 61 -
Other 3) (5) 7
$274 $198 $139
Effective income tax rate 14% 52% 27)%

For the year ended December 31, 2012, the relationship between income tax expense and the expected U.S. federal statutory tax rate
differs primarily due to income generated by us and certain of our wholly-owned U.S. subsidiaries as we are a limited liability company
(“LLC”) taxed as a partnership and substantially all of our wholly-owned U.S. subsidiaries are LLCs that are disregarded entities for
U.S. federal tax purposes. The difference is also due to differences between foreign statutory tax rates and the U.S. federal statutory tax
rate.

For the year ended December 31, 2011, the relationship between income tax expense and the expected U.S. federal statutory tax rate
differs primarily due to losses generated by us and our LLC’ s. The difference is also due to adjustments made to prior year returns and
differences between foreign statutory tax rates and the U.S. federal statutory tax rate.

For the year ended December 31, 2010, the relationship between income tax expense and the expected U.S. federal statutory tax rate
differs primarily due to losses generated by us and our LLCs, the establishment of additional Canadian income tax receivables for prior
year tax refunds and increases in valuation allowances in the U.S., Canada and other foreign jurisdictions.

As of December 31, 2012, we had approximately $101 million of total unrecognized tax benefits on uncertain tax positions. These are
tax contingencies recorded, that if reversed due to a successful outcome, would favorably affect the income tax rate in future periods.
Our practice is to recognize interest and penalties on uncertain tax positions in income tax expense. During the years ended
December 31, 2012, 2011 and 2010, net interest expense of $3 million, $2 million and $3 million, respectively, was recognized in
income tax expense. Accrued interest on uncertain tax positions was $15 million and $19 million as of December 31, 2012 and 2011,
respectively.
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A reconciliation of unrecognized tax benefits was as follows (in millions of dollars):

Years Ended December 31,
2012 2001 2010
Unrecognized tax benefits at beginning of period $140 $949 $838
Settlements with tax authorities 34) (783) -
Gross increases for tax positions of prior years 32 30 84
Gross decreases for tax positions of prior
years 37 (52) (16)
Exchange rate differences = 4 43
Unrecognized tax benefits at end of
period $101 $140 $949

For the year ended December 31, 2011, the settlements with tax authorities of $783 million related to tax payments made during 2011
by a subsidiary of Daimler AG (“Daimler”) or by us in connection with the Chrysler Canada transfer pricing audit, which is described
below.

In connection with the 363 Transaction, we acquired a majority of the equity investments of Old Carco’ s direct and indirect subsidiaries
and assumed liabilities for uncertain tax positions related to those subsidiaries. We file income tax returns in multiple jurisdictions and
are subject to examination by taxing authorities throughout the world. Examinations by tax authorities have been completed through
2006 in Mexico and 2007 in Canada.

Chrysler Canada was reassessed additional taxes for the years 1996 through August 3, 2007 by the Canada Revenue Agency (“CRA”™)
and the Provincial Tax Authorities, collectively referred to as the “Canadian Tax Authorities,” related to transfer pricing adjustments
(the “Canadian Transfer Pricing Reassessment™). In accordance with the terms of the June 3, 2009 tax settlement agreement between
CG Investment Group LLC, Chrysler Holding, Old Carco and Daimler, which was subsequently assigned to and assumed by us in
connection with the 363 Transaction, Daimler agreed to reimburse us for any tax and related interest and penalties in respect of certain
specific tax liabilities arising prior to August 3, 2007, including the Canadian Transfer Pricing Reassessment.

The final reassessment on the Canadian transfer pricing matter (“Final Reassessment”) resulted in $1.5 billion of additional taxes and
interest associated with this matter being owed to the Canadian Tax Authorities. The Canadian Tax Authorities applied $751 million of
payments previously made by us against the amount owing under the Final Reassessment and as of December 31, 2011, Daimler had
fully reimbursed us for these amounts. In addition, during 2011 Daimler made payments of $660 million to the Canadian Tax
Authorities related to this matter and we fully settled the remainder of the obligation in 2012. We did not receive any additional
reimbursements from Daimler related to this matter during 2012. As of December 31, 2012 and 2011, our tax receivable from Daimler
associated with this matter was $63 million and $61 million, respectively, and is included in Prepaid Expenses and Other Assets in the
accompanying Consolidated Balance Sheets. As of December 31, 2011, the $49 million associated obligation to the Canadian Tax
Authorities, which was net of $12 million of payments previously approved against the Final Reassessment in 2011, was included in
Accrued Expenses and Other Liabilities in the accompanying Consolidated Balance Sheets.
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Deferred tax assets and liabilities result from differences between assets and liabilities measured for financial reporting purposes and
those measured for income tax return purposes. The significant components of deferred tax assets and liabilities as of December 31 were
as follows (in millions of dollars):

2012 2011
Deferred Deferred Deferred Deferred
Tax Assets Tax Liabilities Tax Assets Tax Liabilities
Accrued expenses $542 § - $367 $ -
Postretirement health care and life
insurance benefits 452 - 410 -
Property, plant and equipment 5 333 6 318
Pension liabilities and assets 222 - 270 1
Foreign NOL carryforwards 101 - 140 -
State and local taxes, including state
NOL 103 20 60 28
Tax credit carryforwards 92 = 73 -
Lease transactions - 3 - 6
Other 73 161 206 132
1,590 517 1,532 485
Valuation allowance (1,164) - (1,124) -
Total $426 $ 517 $408 $ 485
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Deferred tax assets included the following tax credit and net operating loss (“*NOL”) carryforwards as of December 31 (in millions of
dollars):

2012 2011
Deferred Valuation Deferred Valuation
Expiration Tax Asset Allowance Tax Asset Allowance
Tax credit carryforwards:
Canada 2014 - 2029 $ 26 $ (26) $6 $ (6)
Mexico 2012 - 2018 56 (52) 44 (33)
Other Foreign 2012 - 2018 10 (10) 23 (23)
Total $ 92 $ (88) $ 73 $ (62)
NOL carryforwards:
U.S. NOLs, net 2030 - 2031 $ 18 $(18) $ 25 $(25)
Foreign NOLs, net
Canada 2012 - 2031 - - 32 (32)
Mexico 2017 - 2023 31 (31) 24 (24)
Other 2012 - 2027 9 9) 8 ®)
Indefinite 61 (61) 76 (76)
Total $ 119 $ (119) $ 165 $ (165)

A valuation allowance on deferred tax assets is required if, based on the available evidence, it is more likely than not that some portion
or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon our ability to
generate sufficient taxable income during the carryback or carryforward periods applicable in each stated tax jurisdiction. In assessing
the realizability of deferred tax assets, we consider both positive and negative evidence. The weight given to the positive and negative
evidence is commensurate with the extent to which the evidence may be objectively verified. Concluding that a valuation allowance is
not required is difficult when there is absence of objective and verifiable positive evidence and there is significant negative evidence
which is objective and verifiable, such as cumulative losses in recent years.

Our deferred tax assets consist primarily of those of our subsidiaries in foreign jurisdictions. We have concluded that negative evidence,
including the lack of sustained profitability, outweighs our positive evidence and that we are required to maintain our valuation
allowances in respect of our net deferred tax assets as of December 31, 2012. As we have previously disclosed, our subsidiaries in
foreign jurisdictions are highly dependent on our North American operations, which consists primarily of our U.S. operations. Despite
our recent financial results, we have not yet reached a level of sustained profitability for our U.S. operations, as we have undergone
significant changes in our capital structure, management and business strategies since the 363 Transaction, as well as implemented
several new product development programs. Accordingly, at December 31, 2012, we continued to maintain valuation allowances on our
net deferred tax assets of $1,164 million, an increase of $40 million from December 31, 2011.
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Litigation

Various legal proceedings, claims and governmental investigations are pending against us on a wide range of topics, including vehicle
safety; emissions and fuel economy; dealer, supplier and other contractual relationships; intellectual property rights; product warranties
and environmental matters. Some of these proceedings allege defects in specific component parts or systems (including airbags, seats,
seat belts, brakes, ball joints, transmissions, engines and fuel systems) in various vehicle models or allege general design defects relating
to vehicle handling and stability, sudden unintended movement or crashworthiness. These proceedings seek recovery for damage to
property, personal injuries or wrongful death and in some cases include a claim for exemplary or punitive damages. Adverse decisions
in one or more of these proceedings could require us to pay substantial damages, or undertake service actions, recall campaigns or other
costly actions.

Litigation is subject to many uncertainties, and the outcome of individual matters is not predictable with assurance. We establish an
accrual in connection with pending or threatened litigation if a loss is probable and can be reasonably estimated. Since these accruals
represent estimates, it is reasonably possible that the resolution of some of these matters could require us to make payments in excess of
the amounts accrued. It is also reasonably possible that the resolution of some of the matters for which accruals could not be made may
require us to make payments in an amount or range of amounts that could not be reasonably estimated at December 31, 2012.

The term “reasonably possible” is used herein to mean that the chance of a future transaction or event occurring is more than remote but
less than likely. Although the final resolution of any such matters could have a material effect on our operating results for the particular
reporting period in which an adjustment of the estimated reserve is recorded, we believe that any resulting adjustment would not
materially affect our consolidated financial position or cash flows.

Environmental Matters

We are subject to potential liability under government regulations and various claims and legal actions that are pending or may be
asserted against us concerning environmental matters. Estimates of future costs of such environmental matters are inevitably imprecise
due to numerous uncertainties, including the enactment of new laws and regulations, the development and application of new
technologies, the identification of new sites for which we may have remediation responsibility and the apportionment and collectability
of remediation costs among responsible parties. We establish reserves for these environmental matters when a loss is probable and
reasonably estimable. It is reasonably possible that the final resolution of some of these matters may require us to make expenditures, in
excess of established reserves, over an extended period of time and in a range of amounts that cannot be reasonably estimated. Although
the final resolution of any such matters could have a material effect on our operating results for the particular reporting period in which
an adjustment to the estimated reserve is recorded, we believe that any resulting adjustment would not materially affect our consolidated
financial position or cash flows.

Voluntary Service Actions and Recall Actions

We periodically initiate voluntary service and recall actions to address various customer satisfaction, safety and emissions issues related
to vehicles we sell. We establish reserves for product warranty obligations, including the estimated cost of these service and recall
actions, when the related sale is recognized. Refer to Note 10, Accrued Expenses and Other Liabilities, for additional information. The
estimated future costs of these actions are based
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Voluntary Service Actions and Recall Actions —Continued

primarily on historical claims experience for our vehicles. Estimates of the future costs of these actions are inevitably imprecise due to
numerous uncertainties, including the enactment of new laws and regulations, the number of vehicles affected by a service or recall
action and the nature of the corrective action that may result in adjustments to the established reserves. It is reasonably possible that the
ultimate cost of these service and recall actions may require us to make expenditures in excess of established reserves, over an extended
period of time and in a range of amounts that cannot be reasonably estimated. Although the ultimate cost of these service and recall
actions could have a material effect on our operating results for the particular reporting period in which an adjustment to the estimated
reserve is recorded, we believe that any such adjustment would not materially affect our consolidated financial position or cash flows.

Commercial Commitments

Several major tier one and other automotive suppliers have short-term liquidity constraints due to the lack of available credit. In certain
circumstances, we have provided financial support to such suppliers to avoid prolonged interruptions in the supply of components to us.
Financial support includes, but is not limited to, parts re-pricing, debtor-in-possession loans, bridge loans, inventory financing and
capital expenditure advances. In addition to parts re-pricing actions, we have recorded net charges of approximately $19 million, $41
million and $65 million for financing support to suppliers for the years ended December 31, 2012, 2011 and 2010, respectively, which
are included in Cost of Sales in the accompanying Consolidated Statements of Operations.

Restricted Cash

Restricted cash, which includes cash equivalents, was $371 million at December 31, 2012. Restricted cash included $259 million held
on deposit or otherwise pledged to secure our obligations under various commercial agreements guaranteed by a subsidiary of Daimler,
$24 million of collateral for foreign currency exchange and commodity hedge contracts, and $88 million of collateral for other
contractual agreements.

Concentrations
Suppliers

Although we have not experienced any significant deterioration in our annual production volumes as a result of materials or parts
shortages, we have from time to time experienced short term interruptions and variability in quarterly production schedules as a result of
temporary supply constraints or disruptions in the availability of raw materials, parts and components as a result of natural disasters and
other unexpected events. Additionally, we regularly source systems, components, parts, equipment and tooling from a sole provider or
limited number of providers. Therefore, we are at risk for production delays and losses should any supplier fail to deliver goods and
services on time. We continuously work with our suppliers to monitor potential supply constraints and to mitigate the effects of any
emerging shortages on our production volumes and revenues. We also maintain insurance coverage for losses we might incur due to
shortages or other supplier disruptions. During the year ended December 31, 2012, we recognized insurance recoveries totaling $76
million related to losses sustained in 2011 due to supply disruptions. These recoveries were recognized as a reduction to Cost of Sales in
the accompanying Consolidated Statements of Operations. The proceeds from these recoveries were fully collected as of December 31,
2012. There were no similar insurance recoveries during the years ended December 31, 2011 and 2010.
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Concentrations —Continued
Employees

In the U.S. and Canada combined, substantially all of our hourly employees and approximately one-quarter of our salaried employees
were represented by unions under collective bargaining agreements, which represented approximately 64 percent of our worldwide
workforce as of December 31, 2012. The UAW and CAW represent substantially all of these represented employees in the U.S. and
Canada, respectively.

In September 2012, the CAW ratified a new four-year collective bargaining agreement. The provisions of this new agreement provide
for a lump sum payment to eligible CAW employees in each of the four years. In addition, the agreement maintains the current wage
rates through September 2016 for employees hired prior to September 24, 2012 (“traditional employees™) and starts employees hired on
or after September 24, 2012 at a lower wage rate that can increase to the current maximum wage rate of traditional employees at the end
of ten years. The new agreement expires in September 2016.

Other Matters
Ally MTA

Prior to May 2011, we were a party to the Ally MTA between the U.S. Treasury, Ally and USDART. The Ally MTA provided for a risk
sharing arrangement, in which USDART would reimburse Ally for qualifying losses on loans with third party Chrysler Group
dealerships issued prior to November 21, 2009. In May 2011, all parties mutually agreed to terminate the Ally MTA. Under the terms of
the agreement, $96 million, which represented the remaining balance of a previous advance to USDART, was transferred to us. In
addition, under the terms of the U.S. Treasury first lien credit agreement, amounts outstanding under that agreement were reduced by $4
million, the amount of qualifying losses incurred by Ally through April 2011.

Ally Auto Finance Operating Agreement and Repurchase Obligations

In accordance with the terms of the Ally Auto Finance Operating Agreement (““Ally Agreement”), Ally provides wholesale and retail
financing to our dealers and retail customers in the U.S. and Canada in accordance with its usual and customary lending standards. Our
agreement with Ally is not exclusive. Ally provides consumer and dealer financing to other manufacturers. Our dealers and retail
customers also obtain financing from other financing sources.

From time to time, we work with Ally and certain other lenders to subsidize interest rates or cash payments at the inception of a
financing arrangement to incentivize customers to purchase our vehicles, a practice known as “subvention”. Under the Ally Agreement,
we must first offer all subvention programs to Ally, and we are required to ensure that Ally finances a specified minimum percentage of
the vehicles we sell in North America under rate subvention programs in which it elects to participate. We may, from time to time, offer
lease products to retail customers through Ally, but Ally is not obligated to offer lease products.

Under the Ally Agreement, we are required to repurchase Ally-financed dealer inventory, upon certain triggering events and with certain
exceptions, in the event of an actual or constructive termination of a dealer’ s franchise agreement, including in certain circumstances
when Ally forecloses on all assets of a dealer securing financing
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Other Matters —Continued
Ally Auto Finance Operating Agreement and Repurchase Obligations —Continued

provided by Ally. These obligations exclude vehicles that have been damaged or altered, that are missing equipment or that have
excessive mileage or an original invoice date that is more than one year prior to the repurchase date.

As of December 31, 2012, the maximum potential amount of future payments required to be made to Ally under this guarantee was
approximately $8.1 billion and was based on the aggregate repurchase value of eligible vehicles financed by Ally in our U.S. and
Canadian dealer stock. If vehicles are required to be repurchased under this arrangement, the total exposure would be reduced to the
extent the vehicles can be resold to another dealer. The fair value of the guarantee was less than $0.1 million at December 31, 2012,
which considers both the likelihood that the triggering events will occur and the estimated payment that would be made net of the
estimated value of inventory that would be reacquired upon the occurrence of such events. The estimates are based on historical
experience.

The Ally Agreement is effective through April 30, 2013, with automatic one-year renewals unless either party elects not to renew. We
have notified Ally of our election not to renew the Ally Agreement for an additional term.

Refer to Note 24, Subsequent Events, for information regarding our new financing agreement.

Other Repurchase Obligations

In accordance with the terms of other wholesale financing arrangements in Mexico, we are required to repurchase dealer inventory
financed under these arrangements, upon certain triggering events and with certain exceptions, including in the event of an actual or
constructive termination of a dealer’ s franchise agreement. These obligations exclude certain vehicles including, but not limited to,

vehicles that have been damaged or altered, that are missing equipment or that have excessive mileage.

As of December 31, 2012, the maximum potential amount of future payments required to be made in accordance with these other

wholesale financing arrangements was approximately $325 million and was based on the aggregate repurchase value of eligible vehicles

financed through such arrangements in the respective dealer’ s stock. If vehicles are required to be repurchased through such
arrangements, the total exposure would be reduced to the extent the vehicles can be resold to another dealer. The fair value of the

guarantee was less than $0.1 million at December 31, 2012, which considers both the likelihood that the triggering events will occur and

the estimated payment that would be made net of the estimated value of inventory that would be reacquired upon the occurrence of such
events. The estimates are based on historical experience.

Arrangements with Key Suppliers

From time to time, in the ordinary course of our business, we enter into various arrangements with key suppliers in order to establish
strategic and technological advantages. A limited number of these arrangements contain unconditional purchase obligations to purchase

a fixed or minimum quantity of goods and/or services with fixed and determinable price provisions. Purchases under these arrangements

from third parties were $437 million, $674 million and $295 million for the years ended December 31, 2012, 2011 and 2010,
respectively. Future
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minimum purchase obligations under these arrangements as of December 31, 2012 were as follows (in millions of dollars):

2013 $ 290
2014 273
2015 121
2016 90

2017 68

2018 and thereafter -

In addition, certain of the arrangements we have entered into with Fiat contain unconditional purchase obligations to purchase a fixed or
minimum quantity of goods and/or services with fixed and determinable price provisions. Purchases under these arrangements were
$383 million and $305 million for the year ended December 31, 2012 and 2011, respectively. We did not have any purchases under
these arrangements for the year ended December 31, 2010. Future minimum purchase obligations under these arrangements as of
December 31, 2012 were as follows (in millions of dollars):

2013 $ 4
2014
2015
2016
2017
2018 and thereafter -

[\S RN NS NS RN |

We also enter into similar arrangements containing unconditional purchase obligations to purchase a minimum quantity of goods for
which pricing is variable, and therefore do not have fixed and determinable future payment streams. Under these arrangements we are
obligated to make payments or receive reimbursements if our purchase volumes are outside a specified range of values. Purchases from
third parties under these arrangements were $441 million, $346 million and $116 million for the years ended December 31, 2012, 2011
and 2010, respectively. We did not have any purchases from unconsolidated related companies under these arrangements.

Lease Commitments

The majority of our lease payments are for operating leases. As of December 31, 2012, the future minimum rental commitments under
operating leases with non-cancelable lease terms in excess of one year were as follows (in millions of dollars):

2013 $ 135

2014 109

2015 84

2016 69

2017 57

2018 and thereafter 195
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Other Matters —Continued

Lease Commitments —Continued

Future minimum lease commitments have not been reduced by minimum sublease rental income of $55 million due in the future under
non-cancelable subleases. Rental expense under operating leases was $174 million, $175 million and $168 million for the years ended
December 31, 2012, 2011 and 2010, respectively. We received sublease rentals of $20 million, $24 million and $28 million during the

years ended December 31, 2012, 2011 and 2010, respectively.

Note 14. Fair Value Measurements

The following summarizes our financial assets and liabilities measured at fair value on a recurring basis as of December 31 (in millions

of dollars):

Assets:
Cash and cash equivalents
Restricted cash
Derivatives:
Currency forwards and swaps
Commodity swaps

Total
Liabilities:
Derivatives:
Currency forwards and swaps
Commodity swaps
Total
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2011
Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $8,976 $ 625 $ - $9,601
Restricted cash 461 = = 461
Derivatives:
Currency forwards and swaps - 67 - 67
Commodity swaps - - 1 1
Total $9,437 $ 692 $1 $10,130
Liabilities:
Derivatives:
Currency forwards and swaps $- $6 $ - $6
Commodity swaps = 88 36 124
Total $- $94 $ 36 $130

During the years ended December 31, 2012 and 2011, there were no transfers between Level 1 and Level 2 or into or out of Level 3.

We enter into over-the-counter currency forward and swap contracts to manage our exposure to risk relating to changes in foreign
currency exchange rates. We estimate the fair value of currency forward and swap contracts by discounting future net cash flows
derived from market-based expectations for exchange rates to a single present value.

We enter into over-the-counter commodity swaps to manage our exposure to risk relating to changes in market prices of various
commodities. Swap contracts are fair valued by discounting future net cash flows derived from market-based expectations for
commodity prices to a single present value. For certain commodities within our portfolio, market-based expectations of these prices are
less observable, and alternative sources are used to develop these inputs. We have classified these commodity swaps as Level 3 within
the fair value hierarchy.

We take into consideration credit valuation adjustments on both assets and liabilities taking into account credit risk of our counterparties
and non-performance risk as described in Note 15, Derivative Financial Instruments and Risk Management.
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The following summarizes the changes in Level 3 items measured at fair value on a recurring basis (in millions of dollars):

Years Ended December 31,
2012 2011 2010
Derivatives Assets (Liabilities):
Balance at beginning of the period $(35) $41 $(28)
Total realized and unrealized gains (losses):
Included in Net Income (Loss) (1) (30) 39 33
Included in Other Comprehensive Income
(Loss) (2) 45 (83) 46
Settlements (3) 29 (32) (10)
Transfers into Level 3 = = =
Transfers out of Level 3 — — —
Fair value at end of the period $9 $(35) $41
Changes in unrealized losses relating to instruments
held at end of period (1) $- =~ $27

(1) The related realized and unrealized gains (losses) are recognized in Cost of Sales in the accompanying Consolidated Statements of
Operations.

(2) The related realized and unrealized gains (losses) are recognized in Loss on Derivatives Recorded in Accumulated Other
Comprehensive Loss, Net in the accompanying Consolidated Statements of Comprehensive Loss.

(3) There were no purchases, issuances or sales during the years ended December 31, 2012, 2011 and 2010.

The following summarizes the unobservable inputs related to Level 3 items measured at fair value on a recurring basis as of
December 31, 2012:

Net Asset
(in millions Valuation
of dollars) Technique Unobservable Input Range Unit of Measure
Commodity swaps $ 9 Discounted Platinum forward points $0.12 -§5.43 Per troy ounce

cash flow Palladium forward points $0.09 -$5.80 Per troy ounce
Natural gas forward points ~ $(0.04) — $ 0.44 Per giga-joule

The forward points that were used in the valuation of platinum, palladium and certain natural gas contracts were deemed unobservable.
Significant increases or decreases in any of the unobservable inputs in isolation would not significantly impact our fair value
measurements.
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The carrying amounts and estimated fair values of our financial instruments as of December 31 were as follows (in millions of dollars):

2012 2011
Carrying Carrying
Amount Fair Value Amount Fair Value
Cash and cash equivalents $11,614 $11,614 $9,601 $9,601
Restricted cash 371 371 461 461
Financial liabilities (1) 12,603 13,643 12,574 12,183
Derivatives:
Included in Prepaid Expenses and Other Assets and
Advances to Related Parties and Other Financial
Assets 36 36 68 68
Included in Accrued Expenses and Other Liabilities 55 55 130 130

(1) The fair value of financial liabilities includes 36.5 billion measured utilizing Level 2 inputs and $7.1 billion measured utilizing
Level 3 inputs at December 31, 2012.

The estimated fair values have been determined by using available market information and valuation methodologies as described below.
Considerable judgment is required in interpreting market data to develop the estimates of fair value. Accordingly, the estimates
presented herein are not necessarily indicative of the amounts that we could realize in a current market exchange. The use of different

market assumptions or valuation methodologies may have a material effect on the estimated fair values.

The methods and assumptions used to estimate the fair value of financial instruments are consistent with the definition presented in the
accounting guidance for fair value measurements and are as follows:

Cash and cash equivalents, including restricted cash

The carrying value of cash and cash equivalents approximates fair value due to the short maturity of these instruments and consists
primarily of money market funds, certificates of deposit, commercial paper, time deposits and bankers’ acceptances.

Financial liabilities

We estimate the fair values of our financial liabilities using quoted market prices where available. Where market prices are not
available, we estimate fair value by discounting future cash flows using market interest rates, adjusted for non-performance risk over the
remaining term of the financial liability.

Derivative instruments

The fair values of derivative instruments are based on pricing models or formulas using current estimated cash flow and discount rate
assumptions.
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All derivative instruments are recognized in the accompanying Consolidated Balance Sheets at fair value. The fair values of our
derivative financial instruments are based on pricing models or formulas using current estimated cash flow and discount rate
assumptions. We include an adjustment for non-performance risk in the recognized measure of fair value of derivative instruments. The
adjustment is estimated based on the net exposure by counterparty. We use an estimate of the counterparty’ s non-performance risk when
we are in a net asset position and an estimate of our own non-performance risk when we are in a net liability position. As of

December 31, 2012 and 2011, the adjustment for non-performance risk did not materially impact the fair value of derivative
struments.

The use of derivatives exposes us to the risk that a counterparty may default on a derivative contract. We establish exposure limits for
each counterparty to minimize this risk and provide counterparty diversification. Substantially all of our derivative exposures are with
counterparties that have long-term credit ratings of single- A or better. The aggregate fair value of derivative instruments in asset
positions as of December 31, 2012 and 2011 was approximately $36 million and $68 million, respectively, representing the maximum
loss that we would recognize at that date if all counterparties failed to perform as contracted. We enter into master agreements with
counterparties that generally allow for netting of certain exposures; therefore, the actual loss that we would recognize if all
counterparties failed to perform as contracted could be significantly lower.

The terms of the agreements with our counterparties for foreign currency exchange and commodity hedge contracts require us to post
collateral when derivative instruments are in a liability position, subject to posting thresholds. In addition, these agreements contain
cross-default provisions that, if triggered, would permit the counterparty to declare a default and require settlement of the outstanding
net asset or liability positions. These cross-default provisions could be triggered if there was a non-performance event under certain debt
obligations. The fair value of the related gross liability positions as of December 31, 2012 and 2011, which represent our maximum
potential exposure, were $55 million and $130 million, respectively. As of December 31, 2012 and 2011, we posted $24 million and $96
million, respectively, as collateral for foreign exchange and commodity hedge contracts that were outstanding at the respective year
ends. The cash collateral is included in Restricted Cash in the accompanying Consolidated Balance Sheets. After giving consideration to
offsetting asset positions for each counterparty, if cross-default provisions were triggered, there would have been an additional
settlement liability of $7 million and $1 million due to the counterparties as of December 31, 2012 and 2011, respectively.

The notional amounts of the derivative financial instruments do not necessarily represent amounts exchanged by the parties and,
therefore, are not a direct measure of our exposure to the financial risks described above. The amounts exchanged are calculated by
reference to the notional amounts and by other terms of the derivative instruments, such as foreign currency exchange rates or
commodity volumes and prices.

Cash Flow Hedges

We use financial instruments designated as cash flow hedges to hedge exposure to foreign currency exchange risk associated with
transactions in currencies other than the functional currency in which we operate. We also use financial instruments designated as cash
flow hedges to hedge our exposure to commodity price risk associated with buying certain commodities used in the ordinary course of
our operations.

Changes in the fair value of designated derivatives that are highly effective as cash flow hedges are recorded in AOCI, net of estimated
income taxes. These changes in the fair value are then released into earnings contemporaneously with the earnings effects of the hedged
items. Cash flows associated with cash flow hedges are reported in Net Cash Provided by Operating Activities in the accompanying
Consolidated Statements of Cash
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Flows. The ineffective portions of the fair value changes are recognized in the results of operations immediately. The amount of
ineffectiveness recorded for the years ended December 31, 2012 and 2011 was immaterial. Our cash flow hedges mature within 18
months.

We discontinue hedge accounting prospectively and hold amounts in AOCI with future changes in fair value recorded directly in
earnings when (i) it is determined that a derivative is no longer highly effective in offsetting changes in cash flows of a hedged item;
(i1) the derivative is discontinued as a hedge instrument because it is not probable that a forecasted transaction will occur or (iii) the
derivative expires or is sold, terminated or exercised. Those amounts held in AOCI are subsequently reclassified into income over the
same period or periods during which the forecasted transaction affects income. When hedge accounting is discontinued because it is
determined that the forecasted transactions will not occur, the derivative continues to be carried on the balance sheet at fair value, and
gains and losses that were recorded in AOCI are recognized immediately in earnings. The hedged item may be designated prospectively
into a new hedging relationship with another derivative instrument.

The following summarizes the fair values of derivative instruments designated as cash flow hedges which were outstanding as of
December 31 (in millions of dollars):

2012
Notional Derivative Derivative
Amounts Assets (1) Liabilities (2)
Currency forwards and swaps $3,369 $ 4 $ (43)
Commodity swaps 223 13 (8)
Total $3,592 $ 17 $ (51)
2011
Notional Derivative Derivative
Amounts Assets (1) Liabilities (2)
Currency forwards and swaps $2,597 $§ 63 § @
Commodity swaps 313 1 (50)
Total $2,910 $ 64 $ (54)

(1) The related derivative instruments are recognized in Prepaid Expenses and Other Assets and Advances to Related Parties and
Other Financial Assets in the accompanying Consolidated Balance Sheets.

(2) The related derivative instruments are recognized in Accrued Expenses and Other Liabilities in the accompanying Consolidated
Balance Sheets.
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The following summarizes the gains (losses) recorded in other comprehensive income (loss) and reclassified from AOCI to income (in
millions of dollars):

Year Ended December 31, 2012

Gain (Loss) Gain (Loss)
AOCI as of Recorded reclassified from AOCI as of
January 1, 2012 in OCI AOCI to Income December 31, 2012
Currency forwards and
swaps $ 57 $ (103) $ (6) $ (40
Commodity swaps (E1)) 11 (44) 4
Total $ 6 $ (92) $ (50 $ (36

Year Ended December 31, 2011

AOCI as of Gain (Loss) Gain (Loss)
January Recorded reclassified from AOCI as of
1, 2011 in OCI AOCI to Income December 31, 2011
Currency forwards and
swaps $ (74) $ 35 $ (96) § 57
Commodity swaps 42 (62) 31 (51)
Total $ (32 $ (27) $§ (65 $§ 6

Year Ended December 31, 2010

AOCI as of Gain (Loss) Gain (Loss)
January Recorded reclassified from AOCI as of
1,2010 in OCI AOCI to Income December 31, 2010
Currency forwards and
swaps § - $ (74) $ - $ (74
Commodity swaps - 41 1 42
Total § - $ (33) $§ ) $ 32

We expect to reclassify existing net losses of $42 million from AOCI to income within the next 12 months.
Derivatives Not Designated as Hedges

Some derivatives do not qualify for hedge accounting; for others, we elect not to apply hedge accounting. We use derivatives to
economically hedge our financial and operational exposures. Unrealized and realized gains and losses related to derivatives that are not
designated as accounting hedges are included in Revenues, Net or Cost of Sales in the accompanying Consolidated Statements of
Operations as appropriate depending on the nature of the risk being hedged. Cash flows associated with derivatives that are not
designated as hedges are reported in Net Cash Provided by Operating Activities in the accompanying Consolidated Statements of Cash
Flows.
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Note 15. Derivative Financial Instruments and Risk Management —Continued
Derivatives Not Designated as Hedges —Continued

The following summarizes the fair values of derivative instruments not designated as hedges as of December 31 (in millions of dollars):

2012
Notional Derivative Derivative
Amounts Assets (1) Liabilities (2)
Currency forwards and swaps $ 324 $ 2 $ )
Commodity swaps 399 17 3)
Total $723 $ 19 S @
2011
Notional Derivative Derivative
Amounts Assets (1) Liabilities (2)
Currency forwards and swaps $ 341 § 4 $§ @
Commodity swaps 465 - (74)
Total $ 806 $§ 4 $ (76)

(1) The related derivative instruments are recognized in Prepaid Expenses and Other Assets and Advances to Related Parties and
Other Financial Assets in the accompanying Consolidated Balance Sheets.

(2) The related derivative instruments are recognized in Accrued Expenses and Other Liabilities in the accompanying Consolidated
Balance Sheets.

The following summarizes the effect of derivative instruments not designated as hedges in the respective financial statement captions of
the accompanying Consolidated Statements of Operations (in millions of dollars):

Years Ended December 31,
Financial 2012 2011 2010
Statement
Caption Gain (Loss) Gain (Loss) Gain (Loss)
Currency forwards and swaps Revenues, Net $ (13) $4 $ O
Commodity swaps Cost of Sales 7 (105) 68
Interest rate swaps Cost of Sales - 1 27
Total $ (6) $ (100) $ 90

Note 16. Share-Based Compensation

We have awards outstanding under four share-based compensation plans: the Chrysler Group LLC Restricted Stock Unit Plan (“RSU
Plan”), the Amended and Restated Chrysler Group LLC Directors’ Restricted Stock Unit Plan, (“Directors’ RSU Plan”), the Chrysler
Group LLC Deferred Phantom Share Plan (“DPS Plan”) and the Chrysler Group LLC 2012 Long Term Incentive Plan (“2012 LTIP
Plan”).
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Note 16. Share-Based Compensation —Continued

The fair value of each unit issued under the plans is based on the fair value of our membership interests. Each unit represents a
“Chrysler Group Unit,” which is equal to 1/600th of the value of a Class A Membership Interest on a fully-diluted basis after
conversion of the Class B Membership Interests. Since there is no publicly observable trading price for our membership interests, fair
value was determined using a discounted cash flow methodology. We use this approach, which is based on our projected cash flows, to
estimate our enterprise value. We then deduct the fair value of our outstanding interest bearing debt as of the measurement date from our
enterprise value to arrive at the fair value of equity. This amount is then divided by the total number of Chrysler Group Units, as
determined above, to estimate the fair value of a single Chrysler Group Unit. The significant assumptions used in the calculation of fair
value at each issuance date and for each period included the following:

Four years of annual projections prepared by management that reflect the estimated after-tax cash flows a market participant
would expect to generate from operating the business;

A terminal value which was determined using a growth model that applied a 2.0 percent long-term growth rate to our
projected after-tax cash flows beyond the four year window. The long-term growth rate was based on our internal projections,
as well as industry growth prospects;

An estimated after-tax weighted average cost of capital ranging from 16.0 percent to 16.5 percent in 2012, 14.4 percent to
16.5 percent in 2011, and 15.0 percent to 15.3 percent in 2010; and

Projected worldwide factory shipments ranging from approximately 2 million vehicles in 2011 to approximately 3.2 million
vehicles in 2016.

In 2011, the implied fair value of the Company resulting from the transactions through which Fiat acquired beneficial ownership of the
membership interests previously held by the U.S. Treasury and Canadian Government was used to corroborate the values determined
using the discounted cash flow methodology. There were no such transactions during 2012.

Based on these calculations, we estimated that the per unit fair value of a Chrysler Group Unit, calculated based on the fully-diluted
Chrysler Group Units of 980 million, was $9.00, $7.63 and $4.87 at December 31, 2012, 2011 and 2010, respectively.

As of December 31, 2012, 29,400,000 units are authorized to be granted for both of our RSU Plans and our 2012 LTIP Plan. There is no
limit on the number of Phantom Shares authorized under the DPS Plan. Upon adoption of the 2012 LTIP Plan, we agreed to cease
making further grants under the RSU Plan and DPS Plan. The plans are described in more detail below.

Anti-Dilution Adjustment

The documents governing our share-based compensation plans contain anti-dilution provisions which provide for an adjustment to the
number of Chrysler Group Units granted under the plans in order to preserve, or alternatively prevent the enlargement of, the benefits
intended to be made available to the holders of the awards should an event occur that impacts our capital structure.

The method by which the Class B Membership Interests are to be converted into Class A Membership Interests requires that the Class B
Membership Interests shall represent a portion of the total Class A Membership Interests equal to the aggregate Class B Membership
Interests immediately prior to such conversion.
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Note 16. Share-Based Compensation —Continued

Anti-Dilution Adjustment —Continued

The calculated number of Chrysler Group Units was originally determined by converting the Class B Membership Interests into Class A
Membership Interests assuming they represented a 20 percent aggregate ownership interest in the Company. The following details the

original conversion calculation:

Authorized, issued Percentage
and outstanding as Ownership Interest as
of June 10, 2009 of June 10, 2009
Membership Interests (prior to conversion) (prior to conversion)
Class A 800,000 80%
Class B 200,000 20%
Total Class A Membership Interests

Total Chrysler Group Units (Class A * 600)

Calculated
authorized, issued
and outstanding
(post conversion)

1,000,000 (1)

1,000,000
600,000,000

(1) 800,000/80% = 1,000,000

During 2011, we achieved two of the Class B Events described in our governance documents and Fiat exercised its incremental equity
call option. In each case, Fiat’ s ownership interest in the Company increased through the dilution of the outstanding Class A
Membership Interests and consequently, the value of a Chrysler Group Unit. Refer to Note 18, Other Transactions with Related Parties,
for additional information regarding these events. In addition, in July 2011 Fiat acquired all of the Class A Membership Interests in the
Company previously held by the U.S. Treasury and the Canadian Government. This did not impact the anti-dilution adjustment
calculation. Therefore, in September 2011, and in accordance with the terms of our share-based compensation plans, the number of
Chrysler Group Units authorized and granted was adjusted to preserve the economic value of the awards previously granted in order to
offset the dilutive effect of changes in Fiat’ s ownership interests. At the time the adjustment was made, the Class B Membership
Interests represented a 30 percent aggregate ownership interest in the Company. However, we determined that it would be appropriate to
convert the Class B Membership Interests into Class A Membership Interests assuming they represented a 35 percent aggregate
ownership interest in the Company, which took into consideration our achievement of the third and final Class B Event, which occurred
in January 2012. While the third and final Class B Event had not yet been achieved at the time the adjustment was made, we determined
that it was probable that it would be achieved in the near term, and that upon achievement, it would further dilute the outstanding

Class A Membership Interests.

The following details the effect of these changes on the calculation of the total number of Chrysler Group Units:

Authorized, issued
and outstanding as
of August 31, 2011
(prior to conversion)

Percentage Calculated
Ownership Interest as authorized, issued
of August 31, 2011 and outstanding

Membership Interests (prior to conversion) (post conversion)

Class A 1,061,225 65% 1,632,654 (1)
Class B 200,000 35% -
Total Class A Membership Interests 1,632,654
Total Chrysler Group Units (Class A * 600) 979,592,400

(1) 1,061,225/65% = 1,632,654
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Note 16. Share-Based Compensation —Continued

Anti-Dilution Adjustment —Continued

No other changes to any of the other terms of the awards issued under our share-based compensation plans were made in 2011. Further,
as the value of the awards immediately prior to and after the adjustment was unchanged, no additional compensation expense was
recognized as a result of this modification during 2011.

There were no further capital structure changes in 2012 that required an anti-dilution adjustment.
2012 Long Term Incentive Plan

In February 2012, the Compensation and Leadership Development Committee (“Compensation Committee”) approved the 2012 LTIP
Plan that covers our senior executives, other than our Chief Executive Officer. The 2012 LTIP Plan is designed to retain talented
professionals and reward their performance through annual grants of phantom equity in the form of restricted share units (“LTIP
RSUs”), and performance share units (“LTIP PSUs”). LTIP RSUs may be granted annually, while LTIP PSUs are generally granted at
the beginning of a three-year performance period. In addition, under the terms of the plan, the Compensation Committee has authority to
grant additional LTIP PSU awards during the three-year performance period. The LTIP RSUs will vest over three years in one-third
increments on the anniversary of their grant date, while the LTIP PSUs will vest at the end of the three-year performance period only if
we meet or exceed certain three-year cumulative financial performance targets, which are consistent with those used in our incentive
compensation calculations for our non-represented employees. Concurrent with the adoption of the 2012 LTIP Plan, the Compensation
Committee established financial performance targets for the three-year performance period, ending December 31, 2014. If we do not
fully achieve these targets, the LTIP PSUs will be deemed forfeited. LTIP RSUs and LTIP PSUs represent a contractual right to receive
a payment in an amount equal to the fair value of one Chrysler Group Unit, as defined above.

Once vested, LTIP RSUs and LTIP PSUs will be settled in cash or, in the event we complete an initial public offering (“IPO”) of equity
securities, the Compensation Committee has the discretion to settle the awards in cash or shares of Chrysler Group’ s publicly traded
stock. Settlement will be made as soon as practicable after vesting, but in any case no later than March 15th of the year following
vesting. Vesting of the LTIP RSUs and LTIP PSUs may be accelerated in certain circumstances, including upon the participant’ s death,
disability or in the event of a change of control.

These liability-classified awards are included in Accrued Expenses and Other Liabilities in the accompanying Consolidated Balance
Sheets.

During the year ended December 31, 2012, compensation expense of approximately $31 million was recognized for the 2012 LTIP Plan.
The corresponding tax benefit was insignificant. Total unrecognized compensation expense at December 31, 2012 was approximately
$61 million. Expense will be recognized over the remaining service periods based upon our assessment of the performance conditions
being achieved. Payments made during the year ended December 31, 2012, in respect of these awards were not material.
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Note 16. Share-Based Compensation —Continued

2012 Long Term Incentive Plan —Continued

The following summarizes the activity related to the 2012 LTIP Plan awards issued to our employees:

Year Ended December 31, 2012

Weighted Weighted
Average Average
Grant Grant
LTIP Date Fair LTIP Date Fair
RSU Value PSU Value
Non-vested at beginning of period = = = =
Granted 1,835,833 7.63 8,450,275 7.63
Vested (20,123) 7.63 - -
Forfeited (10,587) 7.63 (30,591) 7.63
Non-vested at end of period 1,805,123 7.63 8,419,684 7.63

Restricted Stock Unit Plans
RSU Plan

During the years ended December 31, 2012, 2011, and 2010, 1,266,267 RSUs, 2,749,696 RSUs and 832,069 RSUs, respectively, were
granted under our RSU Plan. RSUs represent a contractual right to receive a payment in an amount equal to the fair value of one
Chrysler Group Unit, as defined above.

Originally, RSUs granted to employees in 2009 and 2010 vested in two tranches. In the first tranche, representing 25 percent of the
RSUs, vesting occurred if the participant was continuously employed through the third anniversary of the grant date, and the Modified
Earnings Before Interest, Taxes, Depreciation and Amortization (“Modified EBITDA”™) threshold for 2010 was achieved. The 2010
Modified EBITDA target was achieved. In the second tranche, representing 75 percent of the RSUs, vesting occurred at the later of
(i) the participant’ s continuous employment through the third anniversary of the grant date and (ii) the date that we complete an IPO.
Settlement of the 2009 and 2010 awards was initially contingent upon our repayment of a minimum of 25 percent of our outstanding
U.S. Treasury debt obligations, which were fully repaid in May 2011.

In September 2012, our Compensation Committee approved a modification to the second tranche of RSUs. The modification removed
the performance condition requiring an IPO to occur prior to the award vesting. Prior to this modification, the second tranche of the
2009 and 2010 RSUs were equity-classified awards. In connection with the modification of these awards, we determined that it was no
longer probable that the awards would be settled with company stock. In September 2012, we reclassified the second tranche of the
2009 and 2010 RSUs from equity-classified awards to liability-classified awards. As a result of this modification, we recognized
additional compensation expense of approximately $16 million during the year.

For RSUs granted to employees in 2011 and 2012, vesting occurs if the participant is continuously employed through the third
anniversary of the grant date.

As of December 31, 2012, all RSUs are included in Accrued Expenses and Other Liabilities in the accompanying Consolidated Balance
Sheets. The settlement of these awards will be in cash. However, if the Company were to
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Note 16. Share-Based Compensation —Continued

Restricted Stock Unit Plans —Continued
RSU Plan —Continued

complete an IPO, we have the option to settle the awards in company stock. Should we elect to settle the awards in company stock, the
awards would then be accounted for as a modification from a liability-classified award to an equity-classified award.

Directors’ RSU Plan

In April 2012, the Compensation Committee amended and restated the Chrysler Group LLC 2009 Directors’ Restricted Stock Unit Plan
to allow grants having a one year vesting term to be granted on an annual basis. Director RSUs are granted to our non-employee
members of our Board of Directors. Prior to the change, Director RSUs were granted at the beginning of a three-year performance
period and vested in three equal tranches on the first, second, and third anniversary of the date of grant, subject to the participant
remaining a member of our Board of Directors on each vesting date.

During the years ended December 31, 2012 and 2011, we granted 200,256 RSUs and 50,140 RSUs under our Directors’ RSU Plan,
respectively. There were no grants issued under this plan during 2010. Awards issued and outstanding under this plan as of

December 31, 2012 will vest in June 2013. These liability-classified awards are included in Accrued Expenses and Other Liabilities in
the accompanying Consolidated Balance Sheets. Settlement of the awards will be made within 60 days of the director’ s cessation of
service on our Board and will be paid in cash. However, upon completion of an IPO, we have the option to settle the awards in cash or
company stock. Should we elect to settle the awards in company stock, the awards would then be accounted for as a modification from a
liability-classified award to an equity-classified award.

During the years ended December 31, 2012, 2011 and 2010, compensation expense of approximately $36 million, $18 million and $16
million, respectively was recognized in total for both of the RSU plans. Compensation expense for the year ended December 31, 2012,
includes the additional expense recognized in connection with the modification that occurred in September 2012. The corresponding tax
benefit in all periods was insignificant. Total unrecognized compensation expense at December 31, 2012 for both of the RSU plans was
approximately $16 million and will be recognized over the remaining service periods. Payments under these plans were approximately
$4 million and $6 million during the years ended December 31, 2012 and 2011, respectively. No payments were made during the year
ended 2010.
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Directors’ RSU Plan —Continued

The following summarizes the activity related to RSUs issued to our employees and non-employee directors:

Years Ended December 31,
2012 2011 2010
Weighted Weighted Weighted
Average Average Average
Restricted Grant Restricted Grant Restricted Grant
Stock Date Fair Stock Date Fair Stock Date Fair
Units Value Units Value Units Value
Non-vested at beginning of period 5,952,331 $3.25 5,220,692 $1.20 5,720,566 $1.20
Granted 1,466,523 7.68 2,799,836 5.76 832,069 1.20
Vested (2,586,060) 1.22 (1,331,943) 1.20 (1,331,943) 1.20
Forfeited (97,352) 6.14 (736,254) 1.99 - -
Non-vested at end of period 4,735,442 5.73 5,952,331 3.25 5,220,692 1.20

Deferred Phantom Shares Plan

Under the DPS Plan, phantom shares of the Company (“Phantom Shares™) were granted to certain key employees and to our Chief
Executive Officer for his service as a member of our Board of Directors and vested immediately on the grant date and will be settled in
cash. The Phantom Shares are redeemable in three equal annual installments. Phantom Shares represent a contractual right to receive a
payment in an amount equal to the fair value of one Chrysler Group Unit, as defined above. During the years ended December 31, 2012,
2011 and 2010, compensation expense of approximately $3 million, $18 million and $19 million, respectively, was recognized for the
DPS Plan. The corresponding tax benefit was insignificant in all periods. During the year ended December 31, 2012, payments of
approximately $27 million were made under this plan. No payments were made during the years ended December 31, 2011 and 2010.

These liability-classified awards are included in Accrued Expenses and Other Liabilities in the accompanying Consolidated Balance
Sheets.
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Deferred Phantom Shares Plan —Continued

The following summarizes the activity related to the Phantom Shares issued:

Years Ended December 31,

2012 2011 2010
Weighted Weighted Weighted
Average Average Average
Deferred Grant Deferred Grant Deferred Grant
Phantom Date Fair Phantom Date Fair Phantom Date Fair
Shares Value Shares Value Shares Value
Outstanding at beginning of period 4,944,476 $ 2.37 3,988,292 $1.44 874,830 $1.20
Granted and vested - - 956,184 6.23 3,113,462 1.51
Settled (3,435,691) 1.85 = = = -
Outstanding at end of period 1,508,785 3.54 4,944,476 2.37 3,988,292 1.44

Note 17. Employee Retirement and Other Benefits

‘We sponsor both noncontributory and contributory defined benefit pension plans. The majority of the plans are funded plans. The
noncontributory pension plans cover certain of our hourly and salaried employees. Benefits are based on a fixed rate for each year of
service. Additionally, contributory benefits are provided to certain of our salaried employees under the salaried employees’ retirement
plans. These plans provide benefits based on the employee’ s cumulative contributions, years of service during which the employee
contributions were made and the employee’ s average salary during the five consecutive years in which the employee’ s salary was
highest in the fifteen years preceding retirement.

We provide health care, legal and life insurance benefits to certain of our hourly and salaried employees. Upon retirement from the
Company, employees may become eligible for continuation of certain benefits. Benefits and eligibility rules may be modified
periodically.

We also sponsor defined contribution plans for certain of our U.S. hourly and salaried employees. During the years ended December 31,
2012, 2011 and 2010, contribution expense related to these plans was $32 million, $13 million and $5 million, respectively.

Termination of Legal Services Plan

In accordance with the UAW collective bargaining agreement ratified in October 2011, we will terminate a plan on December 31, 2013,
which provides legal services as a postretirement benefit to our UAW represented retirees, all of which are fully vested. Accordingly, we
recognized a $91 million negative plan amendment resulting in negative prior service cost during the year ended December 31, 2011,
which was recorded in AOCI and will be amortized into Selling, Administrative and Other Expenses over the remaining life of the plan.
A similar benefit which is provided to our active UAW represented employees will also be terminated on December 31, 2013. Costs
associated with this plan will continue to be expensed as incurred.
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Note 17. Employee Retirement and Other Benefits —Continued

Canadian Health Care Trust Settlement Agreement

In August 2010, Chrysler Canada entered into the Canadian HCT Settlement Agreement with the CAW to permanently transfer the
responsibility for providing postretirement health care benefits to the Covered Group to a new retiree plan. The new retiree plan will be
funded by the Health Care Trust (“HCT”).

On December 31, 2010, and in accordance with the Canadian HCT Settlement Agreement, Chrysler Canada issued the Canadian Health
Care Trust Notes with a fair value of $1,087 million ($1,085 million CAD) to the HCT and made a cash contribution of $104 million to
the HCT in exchange for settling its retiree health care obligations for the Covered Group. In accordance with the Canadian HCT
Settlement Agreement, the cash contribution was determined based on an initial payment of $175 million which was adjusted for the
following: (i) reduced by $53 million for benefit payments made by us for claims incurred by the Covered Group from January 1, 2010
through December 31, 2010; (ii) reduced by $22 million for required taxes associated with the transaction and administrative costs; and
(iii) increased by $4 million for interest charges and retiree contributions received by us during the same period. In addition, on
December 31, 2010, we paid $3 million to the HCT for taxes incurred related to this transaction. During 2011, the remaining obligation
of $19 million for taxes and administrative costs was paid.

During the year ended December 31, 2010, we recognized a $46 million loss as a result of the Canadian HCT Settlement Agreement,
which was calculated as follows (in millions):

OPEB obligation settled $1,213
Recognition of actuarial losses included in AOCI (46)
Fair value of Canadian Health Care Trust Notes issued to HCT (1,087)
Cash contribution to HCT (104)
Tax obligations associated with the Canadian HCT Settlement Agreement (22)
Net loss on Canadian HCT Settlement Agreement $(46)

Transfer of VEBA Trust Assets and Obligations to the UAW Retiree Medical Benefits Trust

In connection with the 363 Transaction, we entered into the VEBA Settlement Agreement with the UAW, which provided for certain
postretirement health care benefits to vested retirees. Under the VEBA Settlement Agreement, we created the UAW Postretirement
Health Care Plan, which was responsible for paying all health care claims incurred by our UAW vested retirees (“Covered Retirees’™)
from June 10, 2009 through January 1, 2010. On January 1, 2010, the VEBA Trust assumed responsibility for all claims incurred by our
UAW retirees subsequent to January 1, 2010, with the exception of claims incurred by retirees who participated in an early retirement
program offered by Old Carco during the period from April 28, 2009 through May 25, 2009 (“Window Period”). For these individuals,
we had an obligation to pay all claims incurred for 24 months from the date the individual retired.

On June 10, 2009, and in accordance with the terms of the VEBA Settlement Agreement, we issued the VEBA Trust Note with a face
value of $4,587 million and a 67.7 percent ownership interest in the Company. Refer to Note 11, Financial Liabilities, and Note 18,
Other Transactions with Related Parties, for additional information related to the VEBA Trust Note and subsequent changes to the
VEBA Trust’ s ownership interest in the company.
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Note 17. Employee Retirement and Other Benefits —Continued
Transfer of VEBA Trust Assets and Obligations to the UAW Retiree Medical Benefits Trust —Continued

On January 1, 2010, and in accordance with the terms of the VEBA Settlement Agreement, we transferred plan assets to the VEBA
Trust and thereby were discharged of benefit obligations related to postretirement health care benefits for certain UAW retirees. As a
result of this settlement, we derecognized the associated other postretirement benefits (“OPEB”) obligation and we recognized a
financial liability for the VEBA Trust Note at fair value. In addition, the contribution receivable for the VEBA Trust membership
interests of $990 million was satisfied.

During the years ended December 31, 2011 and 2010, we recognized gains of $21 million and $35 million, respectively, as a result of
actual claims incurred by the Covered Retirees and retirees who participated in an early retirement program during the Window Period
being less than anticipated. As of May 2011, the VEBA Trust assumed responsibility for all claims incurred by the retirees who
participated in an early retirement program during the Window Period. There are no remaining obligations related to this program. As
such, no gains were recognized during the year ended December 31, 2012.
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Note 17. Employee Retirement and Other Benefits —Continued
Benefit Obligations and Related Plan Assets

The following summarizes the changes in the benefit obligations and related plan assets, as well as the status of the plans (in millions of

Years Ended December 31,

dollars):
2012
Pension
Benefits OPEB
Change in benefit obligations:

Benefit obligations at beginning of period $31,980 $2,729
Service cost 324 24
Interest cost 1,514 135
Employee contributions 10 -
Amendments and benefit changes 25 7
Actuarial (gain)/loss 98) 68
Discount rate change 3,174 299
Benefits paid (2,262) (189)
Special early retirement programs 1 -
Gain on VEBA claims adjustment = =
Other, primarily currency translation 169 14

Benefit obligations at end of period $34,837 $3,073
Change in plan assets:

Fair value of plan assets at beginning of period $25,444 $-
Actual return on plan assets 2,378 -
Employee contributions 10 =
Company contributions —to pension trust 237 -
Company contributions —directly to pay benefits 17 189
Amendments and benefit changes 17 -
Benefits paid (2,262) (189)
Withdrawal of VEBA assets - -
Other, primarily currency translation 131 -

Fair value of plan assets at end of period $25,972 $-
Funded status of plans $(8,865) $(3,073)
Amounts recognized on the balance sheet:

Prepaid expense and other assets $114 $-

Current liabilities 1) (187)

Long-term liabilities (8,978) (2,886)

Total $(8,865) $(3,073)
Amounts recognized in accumulated other comprehensive loss:
Unrealized actuarial net loss and other $(6,378) $(854)
Unrealized prior service (cost)/credit (10) 52
Total $(6,388) $(802)
Accumulated benefit obligation (“ABO™) at December 31 $34,432
Pension plans in which ABO exceeds plan assets at December 31:
ABO $33,938
Fair value of plan assets 25,363
Pension plans in which projected benefit obligation (“PBO™) exceeds plan assets at
December 31:
PBO $34,343
Fair value of plan assets 25,363
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2011
Pension
Benefits OPEB
$29,874 $2,636
263 21
1,525 141
10 -
- (CY)
1,031 71
1,656 194
(2,335) 217)
77 4
- 21
(121) 9)
$31,980 $2,729
$25,865 $37
1,644 -
10 =
351 -
11 217
(2,335) 217)
- (37)
(102) =
$25,444 $-
$(6,536) $(2,729)
$118 $-
(D (184)
(6,653) (2,545)
$(6,536) $(2,729)
$(3,976) $(523)
= 86
$(3,976) $(437)
$31,421
$30,971
24,876
$31,530
24,876
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Note 17. Employee Retirement and Other Benefits —Continued
Benefit Expense and Other Changes in Plan Assets and Benefit Obligations Recognized in AOCI

The components of benefit expense and other changes in plan assets and benefit obligations recognized in AOCI were as follows (in
millions of dollars):

Years Ended December 31,

2012 2011 2010
Pension Pension Pension
Benefits OPEB Benefits OPEB Benefits OPEB
Net periodic benefit cost:
Service cost $324 $24 $263 $21 $242 $34
Interest cost 1,514 135 1,525 141 1,526 194
Expected return on plan assets (1,811) - (1,828) - (1,741) -
Loss on Canadian HCT Settlement = = = = = 46
Recognition of net actuarial losses 101 26 - 13 - 6
Amortization of prior service credit = (40) = (11) - -
Gain on VEBA claims adjustment - - - 21 - (35)
Net periodic benefit costs (credit) 128 145 (40) 143 27 245
Special early retirement cost 1 - 77 4 27 -
Total benefit costs $129 $145 $37 $147 $54 $245
Other comprehensive loss:
Net loss $2,509 $358 $2,870 $266 $458 $22
Recognition of net actuarial losses (101) (26) - (13) - (6)
Prior service cost (credit) 11 7 = 91 - 5)
Amortization of prior service credit - 40 - 11 - -
Recognition of loss on Canadian HCT
Settlement - - - - - (46)
Recognition of gain on VEBA claims adjustment - - - - - 35
Other (7 - - - - -
Total recognized in other
comprehensive loss 2,412 365 2,870 173 458 -
Total recognized in total benefit costs
and other comprehensive loss $2,541 $510 $2,907 $320 $512 $245

In 2013, $342 million of unrecognized net actuarial losses are expected to be recognized into expense. Additionally, $43 million of prior
service credits are expected to be amortized as a reduction to expense during 2013.
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Note 17. Employee Retirement and Other Benefits —Continued

Assumptions

Assumptions used to determine the benefit obligation and expense were as follows:

Years Ended December 31,
2012 2011 2010

Pension Pension Pension
Benefits OPEB Benefits OPEB Benefits OPEB

Weighted-Average Assumptions Used to Determine
Benefit Obligations at December 31:
Discount rate —ongoing benefits 3.98% 4.07% 4.84% 4.93% 5.33% 5.57%
Rate of compensation increase 3.09% 2.70% 3.77% 2.70% 4.08% 4.50%

Weighted-Average Assumptions Used to Determine
Periodic Costs:

Discount rate —ongoing benefits 4.84% 4.93% 5.33% 5.57% 5.54% 5.38%
Expected return on plan assets 7.41% - 7.41% - 7.41% -
Rate of compensation increase 3.77% 2.70% 3.77% 2.70% 4.08% 4.50%

We currently sponsor OPEB plans primarily in the U.S. and Canada. The annual rate of increase in the per capita cost of covered U.S.
health care benefits assumed for 2012 was 8.0 percent. The annual rate was assumed to decrease gradually to 5.0 percent after 2017 and
remain at that level thereafter. The annual rate of increase in the per capita cost of covered Canadian health care benefits assumed for
2012 was 3.7 percent. The annual rate was assumed to remain at 3.7 percent thereafter.

The assumed health care cost trend rate has a significant effect on the amounts reported for postretirement health care and life insurance

benefits. A one percentage point change in the assumed health care cost trend rate for U.S. and Canada combined would have the
following effects as of December 31, 2012 (in millions of dollars):

One Percentage Point

Increase Decrease
Effect on total of service and interest cost components $5 $@
Effect on postretirement benefit obligation 84 (71)

The expected long-term rate of return on plan assets assumption is developed using a consistent approach across all plans. This
approach primarily considers various inputs from a range of advisors for long-term capital market returns, inflation, bond yields and
other variables, adjusted for specific aspects of our investment strategy.

The discount rates for the plans were determined as of December 31 of each year. The rates are based on yields of high-quality (AA-
rated or better) fixed income investments for which the timing and amounts of payments match the timing and amounts of the projected
pension and postretirement health care, legal and life insurance benefit payments.

In 2011, plan specific mortality tables, which also assume generational improvements, were actuarially developed using mortality
experience from U.S. plans in 2005 through 2009. Generational improvements represent decreases in mortality rates over time based
upon historical improvements in mortality and expected
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Note 17. Employee Retirement and Other Benefits —Continued

Assumptions —Continued

health care improvements. In August 2011, we received approval from the Internal Revenue Service for use of the plan specific
mortality tables for funding for our U.S. plans effective January 1, 2012. We adopted the plan specific mortality tables with generational
improvements for accounting purposes as of December 31, 2011. Mortality assumptions used in our Canadian benefit plans were also
updated to reflect current and future mortality improvements. The change increased our U.S. and Canadian pension obligations, as well
as our total U.S. and Canadian OPEB obligations, by approximately $879 million, $131 million, and $10 million, respectively, at
December 31, 2011.

Plan Assets

Our investment strategies and objectives for pension assets reflect a balance of liability-hedging and return-seeking considerations. Our
investment objectives are to minimize the volatility of the value of the pension assets relative to the pension liabilities and to ensure
pension assets are sufficient to pay plan obligations. Our objective of minimizing the volatility of assets relative to liabilities is
addressed primarily through asset diversification, partial asset-liability matching and hedging. Assets are broadly diversified across
many asset classes to achieve risk-adjusted returns that, in total, lower asset volatility relative to the liabilities. In order to minimize
pension asset volatility relative to the pension liabilities, a portion of the pension plan assets are allocated to fixed income investments.

The weighted-average target asset allocations for all of our plan assets are currently 51 percent fixed income,
23 percent equity, 23 percent alternative investments and 3 percent other investments. Our policy, which rebalances investments
regularly, ensures actual allocations are in line with target allocations as appropriate.

Assets are actively managed, primarily by external investment managers. Investment managers are not permitted to invest outside of the
asset class or strategy for which they have been appointed. We use investment guidelines to ensure that investment managers invest
solely within the mandated investment strategy. Certain investment managers use derivative financial instruments to mitigate the risk of
changes in interest rates and foreign currencies impacting the fair values of certain investments. Derivative financial instruments may
also be used in place of physical securities when it is more cost effective and/or efficient to do so.

Sources of potential risks in the pension plan assets relate to market risk, interest rate risk and operating risk. Market risk is mitigated by
diversification strategies and, as a result, there are no significant concentrations of risk in terms of sector, industry, geography, market
capitalization, manager or counterparty. Interest rate risk is mitigated by partial asset-liability matching. Our fixed income target asset
allocation partially matches the bond-like and long-dated nature of the pension liabilities. Interest rate increases generally will result in a
decline in the value of investments in fixed income securities and the present value of the obligations. Conversely, interest rate decreases
generally will increase the value of investments in fixed income securities and the present value of the obligations. Operating risks are
mitigated through ongoing oversight of external investment managers’ style adherence, team strength, firm health and internal controls.

-160-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents

CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES

Notes to Consolidated Financial Statements

Note 17. Employee Retirement and Other Benefits —Continued

Plan Assets —Continued

The fair values of our pension plan assets as of December 31 by asset class were as follows (in millions of dollars):

Pension plan assets:

Cash and cash equivalents

Equity securities:
U.S. companies
Non-U.S. companies
Commingled funds

Fixed income securities:
Government securities
Corporate bonds
Convertible and high

yield bonds

Other fixed income

Other investments:
Private equity funds
Real estate funds
Hedge funds
Insurance contracts
Other

Other Assets (Liabilities):
Cash and cash
equivalents
Accounts receivable
Accounts payable

2012

Quoted Prices in
Active Markets for
Identical Assets

(Level 1)

532

2,352
2,031
91

2,250

Total fair value of pension assets

Significant
Observable
Inputs
(Level 2)

$150

21

1,195

2,462
6,162

768
948

1,124
1,468
503
3

$14,798
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Significant
Unobservable
Inputs
(Level 3)

$_

2,393
487
965

16

$ 3,861
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2,373
2,031
1,286

4,712
6,162

768
948

2,393
1,611
2,433
503
11

$25,913

6

207

(154)
$25,972
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Plan Assets —Continued

Pension plan assets:

Cash and cash equivalents

Equity securities:
U.S. companies
Non-U.S. companies
Commingled funds

Fixed income securities:
Government securities
Corporate bonds
Convertible and high

yield bonds

Other fixed income

Other investments:
Private equity funds
Real estate funds
Hedge funds
Insurance contracts
Other

Other Assets (Liabilities):
Cash and cash
equivalents
Accounts receivable
Accounts payable

CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES

Total fair value of pension assets

2011
Quoted Prices in Significant Significant
Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
$ 549 $186 $ - $735
2,633 6 1 2,640
2,170 = = 2,170
110 1,223 - 1,333
2,030 2,593 - 4,623
- 4,906 - 4,906
- 674 - 674
= 909 = 909
= = 2,760 2,760
- 1,108 512 1,620
= 1,551 976 2,527
- 483 - 483
(8) 7 17 16
$§ 7,484 $ 13,646 $ 4,266 $25,396
2
135
(89)
$25,444
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Plan Assets —Continued

A reconciliation of Level 3 pension plan assets held by us was as follows (in millions of dollars):

Year Ended December 31, 2012

Net
Net Net Purchases, Transfers
Unrealized Realized Issuances Into
January 1, Gains Gains and (Out of) December 31,
2012 (Losses) (Losses) Settlements Level 3 2012

Equity securities:

U.S. companies $1 $2 $(3) $ - $ - $ -
Fixed income securities:

Corporate Bonds - 31 31) - - -
Other investments:

Private equity funds 2,760 (177) (25) (165) - 2,393

Real estate funds 512 2 19) ®) = 487

Hedge funds 976 84 ®) (87) - 965

Other 17 RO = = - 16

Total $ 4,266 $ (59) $ (86) $ (260) $ - $ 3,861
Year Ended December 31, 2011
Net
Net Net Purchases, Transfers
Unrealized Realized Issuances Into
January 1, Gains Gains and (Out of) December 31,
2011 (Losses) (Losses) Settlements Level 3 2011

Equity securities:

U.S. companies $- $1 $- $ - $ - $1
Other investments:

Private equity funds 2,826 53 30) (89) - 2,760

Real estate funds 509 (14) 27 (10) - 512

Hedge funds 1,141 (45) 5 (125) = 976

Other 16 (2) 2) 2 3 17

Total $ 4,492 $ () $- $ (222) $ 3 $ 4,266

Plan assets are recognized and measured at fair value in accordance with the accounting guidance related to fair value measurements,
which specifies a fair value hierarchy based upon the observability of inputs used in valuation techniques (Level 1, 2 and 3). A variety
of inputs are used, including independent pricing vendors, third party appraisals, and fund net asset value (“NAV”) provided by the
investment manager or a third party administrator. Plan assets valued using NAV are classified as Level 3 if redemption at the
measurement date is not available. Refer to Note 2, Basis of Presentation and Significant Accounting Policies, for a discussion of the
fair value hierarchy.
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Plan Assets —Continued

Cash and cash equivalents

Cash and cash equivalents are primarily invested in short-term, high quality government securities and are valued at their outstanding
balances, which approximate fair value.

Equity investments

Equity investments are comprised broadly of U.S., developed international and emerging market equity securities and are generally
valued using quoted market prices. Commingled funds, which include common collective trust funds, mutual funds and other
investment entities, are valued at their NAV, which is based on the percentage ownership interest in the fair value of the underlying
assets.

Fixed income investments

Fixed income investments are comprised primarily of long-duration U.S. Treasury and global government bonds, as well as U.S.,
developed international and emerging market companies’ debt securities diversified by sector and geography. Fixed income securities
are valued using quoted market prices. If quoted market prices are not available, prices for similar assets and matrix pricing models are
used.

Other investments

Other investments include private equity, real estate and hedge funds which are generally valued based on the NAV. Private equity
investments include those in limited partnerships that invest primarily in operating companies that are not publicly traded on a stock
exchange. Our private equity investment strategies include leveraged buyouts, venture capital, mezzanine and distressed investments.
Real estate investments include those in limited partnerships that invest in various commercial and residential real estate projects both
domestically and internationally. Hedge fund investments include those seeking to maximize absolute returns using a broad range of
strategies to enhance returns and provide additional diversification. Investments in limited partnerships are valued at the NAV, which is
based on audited financial statements of the funds when available, with adjustments to account for partnership activity and other
applicable valuation adjustments.

Contributions and Payments

Employer contributions to our funded pension plans are expected to be approximately $998 million in 2013, of which discretionary
contributions of $526 million and $115 million will be made to the U.S. and Canadian plans, respectively; and $6 million and $351
million will be made to our U.S. and Canadian plans, respectively, to satisfy minimum funding requirements. Employer contributions to
our unfunded pension and OPEB plans in 2013 are expected to be $40 million and $190 million, respectively, which represents the
expected benefit payments to participants.
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Note 17. Employee Retirement and Other Benefits —Continued

Contributions and Payments —Continued

During the life of the plans, we intend to primarily utilize plan assets to fund benefit payments and minimize our cash contributions.
OPEB payments are currently funded from our cash flows from operations.

In connection with the 363 Transaction, we acquired a $600 million receivable from a subsidiary of Daimler to fund contributions to our
U.S. pension plans. This receivable was payable to us in three equal annual installments beginning in 2009. The third and final $200
million installment was received by us in 2011. Amounts received were utilized to fund a portion of our contributions to our funded
pension plans in each year upon receipt of the installments.

Estimated future pension and OPEB benefits payments, and the Medicare Prescription Drug Improvement and Modernization Act of
2003 subsidy (“Medicare Part D Subsidy”) expected to be received for the next ten years were as follows (in millions of dollars):

Pension Medicare Part D
Benefits OPEB Subsidy Receipts

2013 $2,331 $190 $ 3

2014 2,272 185 3

2015 2,227 181 3

2016 2,186 180 3

2017 2,150 179 3

2018 - 2022 10,324 882 16

In March 2010, the Patient Protection and Affordable Care Act and the Health Care and Education Reconciliation Act of 2010
(collectively the “Acts”) were enacted. The primary focus of the Acts is to significantly reform health care in the U.S., however several
provisions of the Acts do not take effect for several years. Based on our ongoing assessments, we do not believe that the Acts will have
a significant impact on our future period financial results.
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Note 18. Other Transactions with Related Parties

We engage in transactions with unconsolidated subsidiaries, associated companies and other related parties on commercial terms that are
normal in the respective markets, considering the characteristics of the goods or services involved.

VEBA Trust

As of December 31, 2012, the VEBA Trust had a 41.5 percent ownership interest in the Company, which takes into account the dilutive
effect that resulted from our achievement of the third and final Class B Event in January 2012, as discussed below. Interest expense on
the VEBA Trust Note totaled $440 million, $432 million and $420 million for the years ended December 31, 2012, 2011 and 2010,
respectively.

Fiat
Ownership Interest

As of December 31, 2012, Fiat had a 58.5 percent ownership interest in the Company. Through a series of transactions in 2011 and early
2012, which included our achievement of the three Class B Events described in our governance documents and Fiat’ s exercise of its
incremental equity call option in May 2011, Fiat increased its ownership interest in the Company from 20.0 percent to 58.5 percent.

In May 2011, and concurrent with the repayment of our U.S. Treasury and EDC credit facilities, Fiat exercised its incremental equity
call option and acquired an additional 16 percent fully-diluted ownership interest in the Company. We received the entire exercise price
of $1,268 million in cash, increasing our contributed capital by the proceeds received, and we issued 261,225 new Class A Membership
Interests to Fiat. Refer to Note 11, Financial Liabilities, for information related to our refinancing transaction and the repayment of our
U.S. Treasury and EDC credit facilities.

In January 2012, we notified the U.S. Treasury that we irrevocably committed to begin assembly of a vehicle based on a Fiat platform or
vehicle technology that has a verified unadjusted combined fuel economy of at least 40 miles per gallon in commercial quantities in a
production facility in the U.S. As a result, we achieved our third and final Class B Event and Fiat’ s ownership interest in the Company
increased from 53.5 percent on a fully-diluted basis to 58.5 percent. We achieved the first and second Class B Events during 2011.

In addition, in July 2012, Fiat exercised its option to acquire a portion of the VEBA Trust’ s membership interests in the Company.
Refer to Note 24, Subsequent Events, for additional information regarding Fiat’ s exercise of its option to acquire additional portions of
the VEBA Trusts membership interests in Chrysler Group.

Industrial Alliance and Other Transactions

Pursuant to our master industrial agreement with Fiat, we established an industrial alliance through which we collaborate with Fiat on a
number of fronts, including product and platform sharing and development, global distribution, procurement, information technology
infrastructure and process improvement. The alliance is comprised of various commercial arrangements entered into pursuant to the
master industrial agreement. As part of the alliance, we manufacture vehicles for Fiat to distribute and sell in countries outside North
America. We have also taken on the distribution of Fiat vehicles outside North America in those regions where our dealer networks are
better established. In addition, as part of the alliance, we also have access to certain of Fiat’ s platforms, vehicles, products and
technology. We are obligated to make royalty payments to Fiat related to
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Fiat Continued
Industrial Alliance and Other Transactions —Continued

certain of the intellectual property that was contributed to us by Fiat. These royalty payments are calculated based on a percentage of the
material cost of the vehicle, or portion of the vehicle or component, in which we utilize the Fiat intellectual property. In May 2012, and
pursuant to a 2011 definitive technology license agreement with Fiat, we recorded a $37 million license fee, which is included in
Deferred Revenue in the accompanying Consolidated Balance Sheets. Royalty income on the license fee will be amortized over a seven
year period when production utilizing the technology begins. In addition, we have agreed to share costs with Fiat related to joint
engineering and development activities and will reimburse each other based upon costs agreed to under the respective cost sharing
arrangements. We have also entered into other transactions with Fiat for the purchase and supply of goods and services, including
transactions in the ordinary course of business.

In October 2012, we sold three wholly-owned international dealerships to Fiat for approximately $24 million, receiving approximately
$20 million in cash. We also recorded a receivable of approximately $4 million which will be payable to us in the fourth quarter of 2013
upon final settlement of the transaction. Additionally, Fiat received approximately $9 million of cash held by these entities. There was
no gain or loss on this transaction.

In June 2011, Fiat became the general distributor of our vehicles and service parts in Europe, selling our products through a network of
newly appointed dealers, and we are the exclusive distributor of Fiat brand vehicles and service parts throughout North America.

The following summarizes our transactions with Fiat (in millions of dollars):

Years Ended December 31,
2012 2011 2010
Sales of vehicles, parts and services provided to Fiat $2,689 $2,162 $449
Purchases of vehicles, parts and services from Fiat 1,504 800 293
Amounts capitalized in property, plant and equipment,
net and other intangible assets, net 236 116 110
Reimbursements to Fiat recognized (1) 45 25 17
Reimbursements from Fiat recognized (1) 51 78 36
Royalty fees incurred for intellectual property contributed
by Fiat (2) 3 2 -
Interest income on financial resources provided to Fiat 2 = =

(1) Includes reimbursements recognized for costs related to shared engineering and development activities performed under the
product and platform sharing arrangements that are part of our industrial alliance.
(2)  Production utilizing the intellectual property began in December 2010.
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Note 18. Other Transactions with Related Parties —Continued

U.S. Treasury

Effective July 21, 2011, the U.S. Treasury is no longer deemed to be a related party as a result of Fiat acquiring beneficial ownership of
all of the membership interests in the Company held by the U.S. Treasury.

Related party transactions with the U.S. Treasury disclosed below are related to transactions through July 21, 2011, and are limited to
activities related to individual contractual agreements and not statutory requirements, such as taxes.

In March 2010, we repaid, in full, the $123 million outstanding on a loan facility provided by the U.S. Treasury to Receivables SPV
related to the Auto Supplier Support Program. In April 2010, the Auto Supplier Support Program expired and, in accordance with the
terms of the agreement, we paid the U.S. Treasury a $40 million exit fee associated with the program, as well as $5 million, which
represented 50 percent of the residual equity of Receivables SPV. Refer to Note 3, Variable Interest Entities, for additional information
related to Receivables SPV.

Interest expense on financial resources provided by the U.S. Treasury totaled $229 million and $582 million for the years ended
December 31, 2011 and 2010, respectively. Interest expense included PIK interest of $27 million and $68 million for the years ended
December 31, 2011 and 2010, respectively, of which $17 million and $68 million, respectively, was capitalized as additional debt in
accordance with the loan agreements. Refer to Note 11, Financial Liabilities, for additional information.
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Related Party Summary

Amounts due from and to related parties as of December 31 were as follows (in millions of dollars):

Amounts due from related parties (included in Prepaid Expenses and Other
Assets and Advances to Related Parties and Other Financial Assets)
Amounts due to related parties (included in Accrued Expenses and Other
Liabilities)
Financial liabilities to related parties (included in Financial Liabilities)
Total due to related parties

Amounts due from related parties (included in Prepaid Expenses and Other
Assets and Advances to Related Parties and Other Financial Assets)
Amounts due to related parties (included in Accrued Expenses and Other
Liabilities)
Financial liabilities to related parties (included in Financial Liabilities)
Total due to related parties

2012
VEBA
Trust Fiat Other Total
= $500 $15 $515
$222 $558 $4 $784
4.288(1) - 5 4,293
$4,510 $558 $9 $5,077
2011
VEBA
Trust Fiat Other Total
=~ $978 $12 $990
$220 $374 $7 $601
4,193(1) - 5 4,198
$4,413 $374 $12 $4,799

(1) Amounts are net of discounts of 3586 million and 3643 million as of December 31, 2012 and 2011, respectively. Refer to Note 11,

Financial Liabilities, for additional information.

Amounts included in “Other” above relate to balances with related unconsolidated companies as a result of transactions in the ordinary

course of business.
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Note 19. Geographic Information

Revenues, net are allocated to geographic areas based on the customer location. Long-lived assets consist of property, plant and
equipment (refer to Note 6) and equipment and other assets on operating leases (refer to Note 7), net of accumulated depreciation and
amortization. Revenues, net and long-lived assets by geographic area were as follows (in millions of dollars):

Revenues, net:

Years Ended December 31,

2012 2011 2010
North America:
United States $46,708 $37,972 $28,369
Canada 7,272 7,196 6,539
Mexico 1,892 1,881 1,634
Total North America 55,872 47,049 36,542
Rest of World 9,912 7,932 5,404
Total $65,784 $54,981 $41,946
Long-lived assets:
December 31, 2012 December 31, 2011
North America:
United States $ 11,932 $ 10,980
Canada 1,706 1,873
Mexico 2,632 2,421
Total North America 16,270 15,274
Rest of World 197 112
Total $ 16,467 $ 15,386

Note 20. Restructuring Actions

In connection with the 363 Transaction, we assumed certain liabilities related to specific restructuring actions commenced by Old
Carco. These liabilities represented costs for workforce reduction actions related to our represented and non-represented hourly and
salaried workforce, as well as specific contractual liabilities assumed for other costs, including supplier cancellation claims.

Key initiatives for Old Carco’ s restructuring actions included workforce reductions, elimination of excess production capacity,
refinements to its product portfolio and restructuring of international distribution operations. To eliminate excess production capacity,
Old Carco eliminated manufacturing work shifts, reduced line speeds at certain manufacturing facilities, adjusted volumes at stamping
and powertrain facilities and idled certain manufacturing plants. Old Carco’ s restructuring actions also included the cancellation of five
existing products from its portfolio, discontinued development on certain previously planned product offerings and the closure of certain
parts distribution centers in the U.S. and Canada. We will continue to execute the remaining actions under Old Carco’ s restructuring
initiatives over the next year. The remaining actions principally include the completion of the activities associated with the idling of two
manufacturing facilities and the restructuring of our
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Note 20. Restructuring Actions —Continued

international distribution operations, the plans for which have been refined, including the integration of the operations of our European
distribution and dealer network into Fiat’ s distribution organization. Costs associated with these remaining actions include, but are not
limited to: employee severance, relocations, legal claims, and other international dealer network related costs. The remaining workforce
reductions will affect represented and non-represented hourly and salaried employees and will be achieved through a combination of
retirements, special programs, attrition and involuntary separations.

We recorded charges, net of discounting, of $1 million, $51 million and $273 million for the years ended December 31, 2012, 2011 and
2010, respectively. During the year ended December 31, 2012, the charges primarily related to costs associated with employee
relocations for previously announced restructuring initiatives. During the year ended December 31, 2011, the charges primarily included
costs associated with employee relocations and plant deactivations for previously announced restructuring initiatives, as well as other
transition costs of $20 million resulting from the integration of the operations of our European distribution and dealer network into

Fiat’ s distribution organization. During the year ended December 31, 2010, the charges primarily related to costs resulting from the
integration of the operations of our European distribution and dealer network into Fiat’ s distribution organization, which included, but
were not limited to, workforce reductions, contract cancellations and legal claim costs, as well as other transition costs of $35 million.
The charges also related to costs associated with workforce reductions and plant deactivations for previously announced restructuring
initiatives.

We made refinements to existing reserve estimates resulting in net reductions of $62 million, $48 million and $227 million for the years
ended December 31, 2012, 2011 and 2010, respectively. During the year ended December 31, 2012, the adjustments related to decreases
in the expected workforce reduction costs and legal claim reserves, as well as other transition costs of $5 million related to the
integration of the operations of our European distribution and dealer network into Fiat’ s distribution organization. These refinements,
which were based on management’ s adequacy reviews, took into consideration the status of the restructuring actions and the estimated
costs to complete the actions. During the year ended December 31, 2011, the adjustments related to decreases in the expected workforce
reduction costs, as well as legal and supplier cancellation claim reserves as a result of management’ s adequacy reviews. During the year
ended December 31, 2010, the reserve adjustments were primarily the result of the cancellation of a previously announced plant closure.
During 2010, we announced that our Sterling Heights, Michigan assembly plant, which was scheduled to close after 2012, would remain
open in connection with the granting of certain tax incentives by local and state governments. The adjustments also related to decreases
in supplier cancellation claim reserves as a result of the settlement of certain claims and a net decrease in the expected workforce
reduction costs as a result of management’ s adequacy reviews.

The restructuring charges, reserve adjustments and interest accretion are included in Restructuring Expenses, Net in the accompanying
Consolidated Statements of Operations and would have otherwise been reflected in Cost of Sales.

Additional charges of approximately $2 million related to employee relocations are expected to be recognized during 2013. We
anticipate that the total costs we will incur related to these restructuring activities, including the initial assumption of the $554 million
obligation from Old Carco, as well as additional charges and refinements made to the estimates will be $539 million, including $362
million related to employee termination benefits and $177 million of other costs. We expect to make payments of approximately $71
million during 2013.
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Note 20. Restructuring Actions —Continued

Restructuring reserves are included in Accrued Expenses and Other Liabilities in the accompanying Consolidated Balance Sheets. The
following summarizes the restructuring reserves activity (in millions of dollars):

Years Ended December 31,
2012 2011 2010
Workforce Workforce Workforce
Reductions Other Total Reductions Other Total Reductions Other Total

Balance at beginning of

period $ 29 $121 $150 $ 79 $160 $239 $ 343 $38 $381
Charges 1 - 1 15 16 31 76 162 238
Adjustments to
reserve estimates @) (53) 57) ©) 39) (48) (213) (14) (227)
Payments 6) (20) (26) (38) (10) (48) (120) (25) (145)

Amounts recognized

and transferred to

employee benefit

plans = = = (10) = (10) (19) = (19)
Interest accretion - - - - - 2 2
Other, including

currency
translation = 1 1 (8) (6) (14) 10 (1) 9
Balance at end
of period $ 20 $49 $69 $ 29 $121 $150 $ 79 $160 $239

Note 21. Venezuelan Currency Regulations and Devaluation

The functional currency of Chrysler de Venezuela (“CdV™), our wholly-owned subsidiary in Venezuela, is the USD. Pursuant to certain
Venezuelan foreign currency exchange control regulations, the Central Bank of Venezuela centralizes all foreign currency transactions
in the country. Under these regulations, the purchase and sale of foreign currency must be made through the Commission for the
Administration of Foreign Exchange (“CADIVI”).

Prior to January 1, 2010, the official exchange rate was 2.15 bolivar firerte (“BsF’) per USD. In January 2010, the Venezuelan
government devalued the BsF relative to the USD from the official rate of 2.15 BsF per USD to a dual-rated system regulated by the
CADIVI. The dual-rate included (i) an essential rate of 2.60 BsF per USD for food, technology and other items, such as our car kits, and
(ii) a nonessential rate of 4.30 BsF per USD for all other transactions. As a result of this devaluation, we recorded a foreign currency
translation loss of $20 million in the first quarter of 2010. On December 30, 2010, a further devaluation of the BsF was announced,
eliminating the essential rate of 2.60 BsF per USD and requiring all CADIVI-approved transactions, including transactions that were
pending CADIVI approval prior to the announcement, to occur at the previous nonessential rate of 4.30 BsF per USD. The new rate was
declared effective as of January 1, 2011. The nonessential rate remained unchanged. However, as a result of the announced devaluation
of the essential rate on December 30, 2010, we remeasured monetary assets and liabilities denominated in BsF as of December 31, 2010
using the new rate of 4.30 BsF per USD. The remeasurement resulted in a loss of $80 million. No additional events occurred during
2011 and 2012 that would further impact the BsF to USD exchange rate. Refer to Note 24, Subsequent Events, for additional
information regarding a further BsF to USD devaluation.

As of December 31, 2012 and 2011, the net monetary assets of CdV denominated in BsF were 1,138 million ($265 million USD) and
1,167 million ($271 million USD), respectively, which included cash and cash equivalents denominated in BsF of 1,476 million ($343
million USD) and 1,253 million ($291 million USD), respectively.
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Note 22. Supplemental Parent and Guarantor Condensed Consolidating Financial Statements

Chrysler Group LLC (“Parent”), CG Co-Issuer and the Guarantors fully and unconditionally guarantee our Notes on a joint and several
basis. CG Co-Issuer does not have any operations, assets, liabilities (other than the Notes) or revenues. CG Co-Issuer and each of the
guarantors also guarantee the Senior Credit Facilities.

The following condensed consolidating financial statements present financial data for (i) the Parent; (ii) the combined Guarantors;
(iii) the combined Non-Guarantors (all subsidiaries that are Non-Guarantors); (iv) consolidating adjustments to arrive at the information
for the Parent, Guarantors and Non-Guarantors on a consolidated basis and (v) the consolidated financial results for Chrysler Group.

Investments in subsidiaries are accounted for by the Parent and Guarantors using the equity method for this presentation. Results of
operations of subsidiaries are therefore classified in the Parent’ s and Guarantors’ investments in subsidiaries accounts. The
consolidating adjustments set forth in the following condensed consolidating financial statements eliminate investments in subsidiaries,
as well as intercompany balances, transactions, income and expense between the Parent, Guarantors and Non-Guarantors.
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Note 22. Supplemental Parent and Guarantor Condensed Consolidating Financial Statements —Continued

Condensed Consolidating Statements of Operations (in millions of dollars):

Revenues, net
Cost of sales
GROSS MARGIN
Selling, administrative and other expenses
Research and development expenses, net
Restructuring (income) expenses, net
Interest expense
Interest income
INCOME (LOSS) BEFORE INCOME TAXES
Income tax expense
Equity in net (income) loss of subsidiaries
NET INCOME (LOSS)
Other comprehensive income (loss)
TOTAL COMPREHENSIVE INCOME (LOSS)

Revenues, net
Cost of sales
GROSS MARGIN
Selling, administrative and other expenses
Research and development expenses, net
Restructuring (income) expenses, net
Interest expense
Interest income
Loss on extinguishment of debt
INCOME (LOSS) BEFORE INCOME TAXES
Income tax expense
Equity in net (income) loss of subsidiaries
NET INCOME (LOSS)
Other comprehensive income (loss)
TOTAL COMPREHENSIVE INCOME (LOSS)

Revenues, net
Cost of sales
GROSS MARGIN
Selling, administrative and other expenses
Research and development expenses, net
Restructuring (income) expenses, net
Interest expense
Interest income
INCOME (LOSS) BEFOREINCOME TAXES
Income tax expense
Equity in net (income) loss of subsidiaries
NET INCOME (LOSS)
Other comprehensive income (loss)
TOTAL COMPREHENSIVE INCOME (LOSS)

Year Ended December 31, 2012

Chrysler
Non- Consolidating Group LLC
Parent Guarantors Guarantors Adjustments Consolidated
$68,634 $8,584 $37,776 $(49,210) $ 65,784
60,191 8,444 35,855 (49,140) 55,350
8,443 140 1,921 (70) 10,434
4,139 229 665 146 5,179
2,288 1 35 = 2,324
O] (59) Q) - (61)
982 12 144 (44) 1,094
an @ (26) - (44)
1,052 (42) 1,104 (172) 1,942
15 - 259 - 274
(631) (30) - 661 -
1,668 (12) 845 (833) 1,668
(2,882) - (131) 131 (2,882)
$(1,214) $(12) $714 $(702) $(1,214)
Year Ended December 31, 2011
Chrysler
Non- Consolidating Group LLC
Parent Guarantors Guarantors Adjustments Consolidated
$55,616 $6,282 $31,829 $(38,746) §$ 54,981
48,839 6,322 30,010 (38,749) 46,422
6,777 (40) 1,819 3 8,559
3,745 158 582 266 4,751
1,648 = 26 = 1,674
12 ®) (1) - 3
1,067 3 225 (57) 1,238
(14) (@) 24 - (39)
170 = 381 = 551
149 (192) 630 (206) 381
15 - 181 2 198
(49) (26) - 75 -
183 (166) 449 (283) 183
(2,987) (1) (936) 937 (2,987)
$(2,804) $(167) $(487) $ 654 $(2,804)
Year Ended December 31, 2010
Chrysler
Non- Consolidating Group LLC
Parent Guarantors Guarantors Adjustments Consolidated
$41,537 $3,658 $26,533 $(29,782) $ 41,946
36,770 3,522 25,380 (29,786) 35,886
4,767 136 1,153 4 6,060
2,891 127 614 165 3,797
1,480 - 20 - 1,500
(157) 206 (1) - 48
1,073 5 241 (43) 1,276
a9 @ (2%) - (4%
(501) (201) 307 (118) (513)
5 - 134 - 139
146 (26) - (120) -
(652) (175) 173 2 (652)
(597) 1 (324) 323 (597)
$(1,249) $(174) $(151) $325 $(1,249)
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Note 22. Supplemental Parent and Guarantor Condensed Consolidating Financial Statements —Continued

Condensed Consolidating Balance Sheets (in millions of dollars):

December 31, 2012

Non-
Parent Guarantors Guarantors
CURRENT ASSETS:
Cash and cash equivalents $9,110 $125 $2,379
Restricted cash 28 = =
Trade receivables, net 473 354 352
Inventories 2,621 139 2,457
Prepaid expenses and other assets
Due from subsidiaries = = 462
Other 323 398 387
Deferred taxes = = 21
TOTAL CURRENT ASSETS 12,555 1,016 6,058
PROPERTY AND EQUIPMENT:
Property, plant and equipment, net 10,596 580 4,451
Equipment and other assets on operating leases, net 468 264 277
TOTAL PROPERTY AND EQUIPMENT 11,064 844 4,728
OTHER ASSETS:
Advances to related parties and other financial assets
Due from subsidiaries 1,085 = 71
Other 47 - -
Investment in subsidiaries 2,328 127 =
Restricted cash 329 - 14
Goodwill 1,361 = =
Other intangible assets, net 3,254 25 1,065
Prepaid expenses and other assets 278 9 116
Deferred taxes - - 40
TOTAL OTHER ASSETS 8,682 161 1,306
TOTAL ASSETS $32,301 $2,021 $12,092
CURRENT LIABILITIES:
Trade liabilities $7,171 $182 $2,381
Accrued expenses and other liabilities
Due to subsidiaries 1,428 147 -
Other 5,847 38 2,633
Current maturities of financial liabilities
Due to subsidiaries 26 = 65
Other 266 - 190
Deferred revenue 730 52 80
Deferred taxes - - 71
TOTAL CURRENT LIABILITIES 15,468 419 5,420
LONG-TERM LIABILITIES:
Accrued expenses and other liabilities 12,951 217 2,369
Financial liabilities
Due to subsidiaries = 258 -
Other 10,564 - 1,583
Deferred revenue 534 97 191
Deferred taxes 43 - 36
TOTAL LONG-TERM LIABILITIES 24,092 572 4,179
MEMBERS’ INTEREST (DEFICIT):
Membership interests = = 409
Contributed capital 2,647 1,643 1,827
Accumulated income (losses) (2,586) (613) 1,327
Accumulated other comprehensive loss (7,320) - (1,070)
TOTAL MEMBERS’ INTEREST (DEFICIT) (7,259) 1,030 2,493
TOTAL LIABILITIES AND MEMBERS’
INTEREST (DEFICIT) $32,301 $2,021 $12,092
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$,

(219)
(462)

2
(679)

(136)
(33)
(169)
(1,156)

(2,455)

E984)

(4,595)
$ (5,443)

$_

(1,575)

oD

(1,666)

(258)

4
(254)

(409)
(3,470)
(714)
1,070

(3,523)

$(5,443)

Chrysler
Group LLC

Consolidated

$11,614
28
1,179
4,998

1,108
23

18,950

15,491
976

16,467

47
343
1,361
3,360
403
40
5,554

$ 40,971

$9,734

8,518

456
862
71

19,641

15,537

12,147
822
83

28,589

2,647
(2,586)

(7,320)
(7,259)

$40,971
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Note 22. Supplemental Parent and Guarantor Condensed Consolidating Financial Statements —Continued

Condensed Consolidating Balance Sheets —Continued

CURRENT ASSETS:

Cash and cash equivalents

Restricted cash

Trade receivables, net

Inventories

Prepaid expenses and other assets
Due from subsidiaries
Other

Deferred taxes

TOTAL CURRENT ASSETS
PROPERTY AND EQUIPMENT:
Property, plant and equipment, net
Equipment and other assets on operating leases,
net
TOTAL PROPERTY AND EQUIPMENT
OTHER ASSETS:
Advances to related parties and other
financial assets
Due from subsidiaries
Other
Investment in subsidiaries
Restricted cash
Goodwill
Other intangible assets, net
Prepaid expenses and other assets
Deferred taxes

TOTAL OTHER ASSETS
TOTAL ASSETS

CURRENT LIABILITIES:
Trade liabilities
Accrued expenses and other liabilities
Due to subsidiaries
Other
Current maturities of financial liabilities
Due to subsidiaries
Other
Deferred revenue
Deferred taxes
TOTAL CURRENT LIABILITIES
LONG-TERM LIABILITIES:
Accrued expenses and other liabilities
Financial liabilities
Due to subsidiaries
Other
Deferred revenue
Deferred taxes
TOTAL LONG-TERM LIABILITIES
MEMBERS’ INTEREST (DEFICIT):
Membership interests
Contributed capital
Accumulated income (losses)
Accumulated other comprehensive (loss)
TOTAL MEMBERS’ INTEREST (DEFICIT)
TOTAL LIABILITIES AND MEMBERS’
INTEREST (DEFICIT)

December 31, 2011

Parent

$7,405
102
321
2,812

318

10,958
9,177

893
10,070

852
47
1,956
343
1,361
3,258
297

8,114
$29,142

$6,177

1,167
5,280

26
91
998

13,739

10,260

10,711
439
28

21,438

2,657
(4,254)
(4,438)
(6,035)

$29,142

Guarantors

$322

253
60

893

1,528

619

274

893

130

$2,551

$ 167

623
155

76

1,021

185
230

58

473

1,643
(586)

1,057

$2,551
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23 2
5,075 (1,015)
4313 (144)

L -
4,567 (144)

33 (885)

(2,053)
12 -
1,042 (956)
118 =

AT -
1,261 (3,894)

510903 5G05Y)

$2,222 $ -

- (1,790)
2,272 =

- (26)
139 -

97 -

_73 -
4,803 (1,816)
2,313 =
= (230)

1,633 -

156 -

44 4

4,146 (226)

409 (409)

1,927 (3,570)
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Chrysler
Group LLC

Consolidated

$9,601
106
845
4,366

1,603
25

16,546

13,965

1,421

15,386

56
355
1,361
3,371
421
47
5,611

$37,543

$ 8,566

7,707

230
1,171
73
17,747

12,758

12,344
653
76

25,831

2,657
(4,254)
(4,438)

(6,035)

$37,543
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Note 22. Supplemental Parent and Guarantor Condensed Consolidating Financial Statements —Continued

Condensed Consolidating Statements of Cash Flows (in millions of dollars):

Year Ended December 31, 2012

Chrysler
Non- Consolidating Group LLC
Parent Guarantors Guarantors Adjustments Consolidated
CASH FLOWS FROM OPERATING ACTIVITIES:
NET CASH PROVIDED BY (USED IN) OPERATING
ACTIVITIES $4,708 $ (171 $1,552 $ (268) $5,821
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property, plant and equipment and intangible assets (2,860) (47) (726) - (3,633)
Proceeds from disposals of property, plant and equipment 8 = 1 - 9
Purchases of equipment and other assets on operating leases - (10) (113) - (123)
Proceeds from disposals of equipment and other assets on
operating leases - 18 69 - 87
Change in restricted cash 88 - 2 - 90
Proceeds from the sale of certain international dealerships to Fiat,
net - - 11 - 11
Change in loans and notes receivable 2 - - - 2
NET CASH PROVIDED BY (USED IN) INVESTING
ACTIVITIES (2,762) (39) (756) - (3,557)
CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments of Tranche B Term Loan (30) - - - (30)
Repayments of Mexican development banks credit facility - - (15) - (15)
Repayments of Gold Key Lease financing = = 41 = 41)
Repayment of Canadian Health Care Trust Note - - 25) - (25)
Repayments of Auburn Hills Headquarters loan = - (50) - (50)
Net repayment of other financial liabilities (72) - (12) - (84)
Distribution for state tax withholding obligations on behalf of
members (6) - - - (6)
Dividends issued to subsidiaries - (15) (75) 90 -
Net increase (decrease) in loans to subsidiaries (133) 28 (73) 178 -
NET CASH PROVIDED BY (USED IN) FINANCING
ACTIVITIES (241) 13 (291) 268 (251)
Effect of exchange rate changes on cash and cash equivalents = = = = =
Net change in cash and cash equivalents 1,705 (197) 505 - 2,013
Cash and cash equivalents at beginning of period 7,405 322 1,874 - 9,601
Cash and cash equivalents at end of period $9,110 $ 125 $2,379 $ - $11,614

-177-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Table of Contents
CHRYSLER GROUP LLC AND CONSOLIDATED SUBSIDIARIES
Notes to Consolidated Financial Statements

Note 22. Supplemental Parent and Guarantor Condensed Consolidating Financial Statements —Continued
Condensed Consolidating Statements of Cash Flows —Continued

Year Ended December 31, 2011

Chrysler
Non- Consolidating Group LLC
Parent Guarantors Guarantors Adjustments Consolidated
CASH FLOWS FROM OPERATING ACTIVITIES:
NET CASH PROVIDED BY (USED IN) OPERATING
ACTIVITIES $3,931 $ 231 $1,860 $ (1,419) $ 4,603
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property, plant and equipment and intangible assets (2,000) (127) (882) - (3,009)
Proceeds from disposals of property, plant and equipment 7 13 15 - 35
Purchases of equipment and other assets on operating leases - (35) - - (35)
Proceeds from disposals of equipment and other assets on
operating leases - 16 688 - 704
Change in restricted cash 41 - 174 - 215
Change in loans and notes receivable 4 - 2 - 6
Proceeds from U.S. Dealer Automotive Receivables Transition
LLC 96 - - - 96
Changes in investments in subsidiaries 2 = = 2) -
Other 18 - - - 18
NET CASH PROVIDED BY (USED IN) INVESTING
ACTIVITIES (1,832) (133) 3) (2) (1,970)
CASH FLOWS FROM FINANCING ACTIVITIES:
Repayment of U.S. Treasury first lien credit facilities (5,460) - - - (5,460)
Repayment of Export Development Canada credit facilities - - (1,723) - (1,723)
Proceeds from Secured Senior Notes 3,160 - - - 3,160
Proceeds from Tranche B Term Loan 2,933 - - - 2,933
Repayments of Tranche B Term Loan (15) = = = (15)
Proceeds from Mexican development banks credit facilities - - 217 - 217
Repayments of Gold Key Lease financing = = (584) = (584)
Repayment of Canadian Health Care Trust Note - - (26) - (26)
Repayments of Auburn Hills Headquarters loan = = (13) = (13)
Net repayment of other financial liabilities (74) - (7 - (81)
Debt issuance costs 67) = 5) = (72)
Proceeds from Fiat’ s incremental equity call option exercise 1,268 - - - 1,268
Distribution for state tax withholding obligations on behalf of
members 9) = = = )
Dividends issued to subsidiaries - (10) (218) 228 -
Return of capital from subsidiaries = = 2 2 -
Net increase (decrease) in loans to subsidiaries (1,301) 153 (43) 1,191 -
NET CASH PROVIDED BY (USED IN) FINANCING
ACTIVITIES 435 143 (2,404) 1,421 (405)
Effect of exchange rate changes on cash and cash equivalents - - 26 - 26
Net change in cash and cash equivalents 2,534 241 (521) - 2,254
Cash and cash equivalents at beginning of period 4,871 81 2,395 - 7,347
Cash and cash equivalents at end of period $7,405 $ 322 $1,874 $ - $9,601
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Note 22. Supplemental Parent and Guarantor Condensed Consolidating Financial Statements —Continued

Year Ended December 31, 2010

Chrysler
Non- Consolidating Group LLC
Parent Guarantors Guarantors Adjustments Consolidated
CASH FLOWS FROM OPERATING ACTIVITIES:
NET CASH PROVIDED BY (USED IN) OPERATING
ACTIVITIES $3,568 $ 98 $985 $ (456) $4,195
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property, plant and equipment and intangible assets (1,545) (158) (682) - (2,385)
Proceeds from disposals of property, plant and equipment 11 = 2 = 13
Purchases of equipment and other assets on operating leases - (35) - - (35)
Proceeds from disposals of equipment and other assets on
operating leases = 16 1,128 = 1,144
Change in restricted cash (132) - 192 - 60
Change in loans and notes receivable 2 - 34 - 36
NET CASH PROVIDED BY (USED IN) INVESTING
ACTIVITIES (1,664) 177) 674 - (1,167)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from Mexican development banks credit facility - - 400 - 400
Proceeds from Gold Key Lease financing = = 266 = 266
Repayments of Gold Key Lease financing - - (1,903) - (1,903)
Repayment of Canadian Health Care Trust Notes - - (45) - (45)
Repayments of Auburn Hills Headquarters loan - - (12) - (12)
Repayment of Chrysler Receivables SPV loan = = (123) = (123)
Net repayment of other financial liabilities (73) - (36) - (109)
Dividends issued to subsidiaries = 21) (111) 132 -
Net increase (decrease) in loans to subsidiaries (108) 50 (266) 324 -
NET CASH PROVIDED BY (USED IN) FINANCING
ACTIVITIES (181) 29 (1,830) 456 (1,526)
Effect of exchange rate changes on cash and cash equivalents - - (17) - (17)
Net change in cash and cash equivalents 1,723 (50) (188) - 1,485
Cash and cash equivalents at beginning of period 3,148 131 2,583 - 5,862
Cash and cash equivalents at end of period $4,871 $ 81 $2,395 $ - $ 7,347
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Note 23. Selected Quarterly Financial Data (unaudited)

Selected quarterly financial data consisted of the following (in millions of dollars):

Notes to Consolidated Financial Statements

2012
First Quarter Second Quarter Third Quarter Fourth Quarter
Revenues, net $16,359 $ 16,795 $ 15,478 $ 17,152
Gross margin 2,568 2,543 2,562 2,761
Interest expense 277 278 273 266
Income before income taxes 506 541 437 458
Net income 473 436 381 378
2011
First Quarter Second Quarter Third Quarter Fourth Quarter
Revenues, net $13,124 $ 13,661 $ 13,067 $ 15,129
Gross margin 2,047 2,204 2,054 2,254
Interest expense 348 328 282 280
Loss on extinguishment of debt (1) - 551 - -
Income (loss) before income taxes 160 (313) 259 275
Net income (loss) 116 (370) 212 225

(1) In connection with the repayment of our outstanding obligations under the U.S. Treasury and EDC credit facilities in May 2011,
we recognized a 3551 million loss on extinguishment of debt. Refer to Note 11, Financial Liabilities, for additional information.

Note 24. Subsequent Events

Members’ Ownership Interests

As of January 1, 2013, and in accordance with Chrysler Group’ s governance documents, the 200,000 Class B Membership Interests
held by Fiat automatically converted to 571,429 Class A Membership Interests. There were no dilutive effects of the conversion.

On January 3, 2013, Fiat exercised its option to acquire an additional portion of the VEBA Trust’ s membership interests in Chrysler
Group. In the event that this transaction and the July 2012 transaction discussed in Note 18, Other Transactions with Related Parties,
are completed as contemplated, Fiat will own 65.17 percent of the ownership interests in Chrysler Group and the VEBA Trust will own
the remaining 34.83 percent.

Registration Demand from VEBA Trust

On January 9, 2013, Chrysler Group announced that it received a registration demand from the VEBA Trust pursuant to the terms of the
Shareholders Agreement, dated as of June 10, 2009. The demand requests the registration pursuant to the Securities Act of 270,769.6
Class A Membership Interests in Chrysler Group currently owned by the VEBA Trust, representing approximately 16.6% of Chrysler
Group’ s outstanding equity interests.

We will comply with our obligations under the Shareholders Agreement and operating agreement, with respect to the VEBA’ s
registration demand. There can be no assurance that a registration statement will be filed with the SEC, or that if filed, that any such
offering will be made or as to the timing of any offering that is made.
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Note 24. Subsequent Events —Continued

Master Private Label Financing Agreement

On February 6, 2013, we entered into a Master Private Label Financing Agreement (the “SCUSA Agreement”) with Santander
Consumer USA Inc. (“SCUSA”), an affiliate of Banco Santander. Under the SCUSA Agreement, SCUSA will provide, under the
Chrysler Capital brand name, a full range of wholesale and retail financing services to our dealers and consumers. The financing
services will include credit lines to finance our dealers’ acquisition of vehicles and ancillary products that we sell or distribute, retail
loans and leases to finance consumer acquisitions of new and used vehicles at our dealerships, financing for commercial and fleet
customers and ancillary services. In addition, Chrysler Capital will offer dealers construction loans, real estate mortgage loans, working
capital loans and revolving lines of credit.

The new financing service is scheduled to launch on May 1, 2013 and SCUSA has agreed to specific transition milestones for the initial
year following launch. If the transition milestones are met, the SCUSA Agreement will have a ten-year term, subject to early
termination in certain circumstances, including the failure by either party to comply with certain of its ongoing obligations under the
SCUSA Agreement.

Under the SCUSA Agreement, we have provided SCUSA with limited exclusivity rights to participate in specified minimum
percentages of certain of our retail financing rate subvention programs. SCUSA has committed to provide us with consideration in the
form of a nonrefundable upfront payment and to certain revenue sharing arrangements. SCUSA will bear the risk of loss on loans
contemplated by the SCUSA Agreement and the parties will share in any residual gains and losses in respect of consumer leases, subject
to specific provisions including limitations on our participation in gains and losses contained in the SCUSA Agreement. SCUSA has
also committed to consider future revenue sharing opportunities.

Venezuelan Currency Devaluation
On February 8, 2013 the Venezuelan government announced a further devaluation of the BsF relative to the USD from 4.30 BsF per

USD to 6.30 BsF per USD, effective February 13, 2013. As a result of the announced devaluation, we expect the remeasurement of
monetary assets and liabilities denominated in BsF using the new rate of 6.30 BsF per USD to result in a charge of up to $75 million.
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this report, an evaluation was carried out by our management, under the supervision and with the
participation of our Chairman and Chief Executive Officer, President and Chief Operating Officer, or CEO, and our Senior Vice
President and Chief Financial Officer, or CFO, of the effectiveness of the design and operation of our disclosure controls and
procedures.

Based upon that evaluation, our management, including our CEO and CFO, have concluded that as of the end of the period covered by
this report these disclosure controls and procedures are effective to provide reasonable assurance that information required to be
disclosed in our periodic reports filed under the Exchange Act is recorded, processed, summarized and reported within the time periods
specified by the SEC rules and forms, and that such information is communicated to our management, including our CEO and CFO, to
allow timely decisions regarding required disclosures.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining effective internal control over financial reporting. Our internal control
over financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
consolidated financial statements for external purposes in accordance with U.S. GAAP. Because of the inherent limitations of internal
control over financial reporting, misstatements due to error or fraud may not be prevented or detected on a timely basis.

Our management performed an assessment of the effectiveness of our internal control over financial reporting as of December 31, 2012,
utilizing the criteria established in the “Internal Control-Integrated Framework” issued by the Committee of Sponsoring Organizations
of the Treadway Commission. Based on management’ s assessment, we have concluded that our internal control over financial reporting
was effective as of December 31, 2012.

This annual report does not include an attestation report of our registered public accounting firm regarding internal controls over
financial reporting. Pursuant to Section 989G of the Dodd-Frank Wall Street Reform and Consumer Protection Act, non-accelerated
filers are exempt from the auditor attestation requirement.

Changes in Internal Control over Financial Reporting

There was no change in our internal control over financial reporting that occurred during the three months ended December 31, 2012
that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

We continuously monitor and evaluate changes in our internal control over financial reporting. In connection with our alliance with Fiat,
and in support of our drive toward common global systems, we are replacing our current finance, procurement, and capital project and
investment management systems with an SAP system that was developed leveraging the SAP system Fiat currently utilizes. Our new
system is being implemented in two phases. The first phase was implemented as of January 1, 2013 and we began utilizing this system
to record and
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report our 2013 financial results. The second phase of the implementation is expected to occur on January 1, 2014. We believe the new
system simplifies and automates many of our previous processes. For additional information refer to —I/tem 1A. Risk Factors —We
depend on our information technology and data processing systems to operate our business, and a significant malfunction or disruption
in the operation of our systems, or a security breach that compromises the confidential and sensitive information stored in those
systems, could disrupt our business and adversely impact our ability to compete.

Item 9B. Other Information.

Not applicable.
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PART II1

Item 10. Directors, Executive Officers and Corporate Governance.
Directors of Chrysler Group
The names and ages, as of March 1, 2013, and certain background information relating to our directors are set forth below:

Sergio Marchionne

Age 60

Director since June 2009

Term Expires June 10, 2013

Principal Occupation Chief Executive Officer, Chief Operating Officer and President of Chrysler Group

LLC and Chief Executive Officer of Fiat S.p.A. Mr. Marchionne leads Fiat S.p.A.” s
Group Executive Council, and is Chief Operating Officer of its NAFTA region since
September 2011.

Recent Business Experience Mr. Marchionne serves as Chief Executive Officer of Fiat Group Automobiles S.p.A.
and has held that role since February 2005. Prior to joining Fiat, Mr. Marchionne
served as Chief Executive Officer of SGS SA, Chief Executive Officer of the Lonza
Group Ltd., and Chief Executive Officer of Alusuisse Lonza (Algroup). He also served
as Vice President of Legal and Corporate Development and Chief Financial Officer of
the Lawson Group after serving as Vice President of Finance and Chief Financial
Officer of Acklands Ltd. and Executive Vice President of Glenex Industries. Mr.
Marchionne holds a Bachelor of Laws from Osgoode Hall Law School at York
University in Toronto, Canada and a Master of Business Administration from the
University of Windsor, Canada. Mr. Marchionne also holds a Bachelor of Arts with a
major in Philosophy and minor in Economics from the University of Toronto.

Mr. Marchionne’ s extensive experience at Fiat provides the Board with expertise in
the automotive industry, especially with respect to the cost discipline and collaboration
strategies with Fiat needed to achieve our Company’ s business plan. In September
2011, Mr. Marchionne was elected Chairman of our Board.

Outside Directorships Mr. Marchionne serves on the Board of Directors of Philip Morris International Inc.
and as Chairman of SGS SA headquartered in Geneva. Additionally, Mr. Marchionne
serves as Chairman of Fiat Industrial S.p.A. and as a director of Exor S.p.A., a
shareholder of Fiat and Fiat Industrial. Mr. Marchionne also serves as a director of
certain Fiat and Fiat Industrial affiliates. He is the President of ACEA (European
Automobile Manufacturers Association). Mr. Marchionne previously served as
appointed non-executive Vice Chairman and Senior Independent Director of UBS AG.

Arrangements Mr. Marchionne was appointed as a director by Fiat in accordance with the terms of the
LLC Operating Agreement.
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Alfredo Altavilla

Age
Director since

Term Expires

Principal Occupation

Recent Business Experience

Outside Directorships

Arrangements

49
June 2009

June 10, 2013

Chief Operating Officer of EMEA region and Head of Business Development for Fiat
S.p.A. Since September 2011, Mr. Altavilla has served as the Business Development
lead for Fiat S.p.A.” s Group Executive Council.

Mr. Altavilla has served as Executive Vice President of Corporate Development for
Fiat since 2009, after serving as Senior Vice President of Business Development for
Fiat Group Automobiles S.p.A during the prior five years. In addition, Mr. Altavilla
