
Table of Contents

  

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
  

Form 10-K
  
(Mark One)
 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
 

¨ 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

Incorporation or Organization)  
(I.R.S. Employer

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  ¨    No  
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  ¨    No  
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      No  ¨

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      No  ¨

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.    

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  ¨

Non-accelerated filer    (Do not check if a smaller reporting company)   Smaller reporting company  ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ¨    No  
There is no public market for our equity securities. As of March 7, 2013, there were 1,632,654 Class A Membership Interests issued and outstanding.

  
DOCUMENTS INCORPORATED BY REFERENCE

None.
   



Table of Contents

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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