Mike Schmidt has figured out how the 928 S4 crankcase breather is supposed to perform it's functions and offers this explanation. Mike has done research on his S4 crankcase breather system and has modified it extensively to eliminate oil loss and ingestion of oil into his intake.
Mike:
"After looking at the diagram in the shop manuals, I've got the way that the stock breather system works figured out... I think. The system is more involved and clever that I had been thinking. 
There are three different ways that the blowby gasses get evacuated from the crankcase, depending on throttle position and the amount of blowby being created by the engine. 
One of the key parts is that plastic "Y" fitting that goes into the passenger side of the rubber elbow between the MAF and throttle body. It's not just a "Y" piece, but is divided into two distinct areas at the air intake side that have different purposes.
 At idle and part throttle, the throttle is pretty much closed and the air at that fitting is basically at atmospheric pressure. Filtered air gets drawn into the larger diameter outer part of that plastic fitting, through the one rubber hose, into the valve cover, down the oil drain holes, into the crankcase, up the oil filler neck, out that small hose on the top driver side of the oil filler neck, through that hose there, and into the intake manifold to be burned in the engine. 
Since the throttle is closed that much, vacuum in the manifold is a lot higher than the air on the atmosphere side of the throttle, so the air is drawn through in that way. 
That rear passenger fitting in the valve cover has a fairly small hole in it that acts as a restriction, limiting the amount of air that can be drawn through like that. It's basically a fixed size vacuum leak. 
The air can't go through the smaller diameter angle cut section of the plastic "Y" piece because of the check valve. 
If it wasn't for the check valve, fresh air would be drawn in through that section of the "Y" piece too, go through the hose to the oil filler neck, and just get sucked out the other side of the oil filler neck through that fitting on the top driver side of the filer neck. 
The second route that the blowby takes occurs at high throttle positions. Under those circumstances the pressure at that plastic "Y" connector is basically the same as it is in the manifold, so there's no pressure differential to draw the fresh air through the crankcase like there was at part throttle. 
What happens then is that the fast moving air in the MAF elbow flows over the smaller diameter angle cut section of the "Y" piece fast enough to create a vacuum due to the Bernoulli principle. That smaller diameter section of the "Y" has it's front edge angle cut and right at the front of the opening where the air in the MAF elbow flows by, but the larger diameter section of the "Y" that connects to the hose leading to the rear valve cover fitting is further back in the "Y", away from the fast moving air stream. 
That results in a pressure differential between the two outputs of the "Y" piece. The filtered air gets drawn into that larger outside section of the "Y", through the hose to the rear valve cover fitting, down the oil drain holes to the crankcase, up the oil filler neck, and this time out of the oil filler neck through the hose on the passenger side of it, through that check valve and the hose to the smaller diameter section of the "Y", and then past the open throttle into the engine to be burned.
 The third pathway is when there's too much blowby at high throttle from high RPM and/or engine condition. If the amount of blowby is too much for the number two route mentioned above to handle, the crankcase pressure will increase and the blowby will travel backwards, up the oil drain holes in the head, through the rear valve cover elbow and out the larger section of the "Y" piece to be drawn past the throttle and into the intake to be burned. 
Depending on throttle position and the amount of blowby, it may be either fresh air going into the engine through that rear passenger valve cover fitting, or blowby coming out of it. 
I think the main things wrong with the stock system are that it can't adequately handle the amount of blowby at high RPM, and/or that the pressure differential across the two outputs of the "Y" isn't enough then either. 
I think that it might work better if the system had a higher flow capacity, and/or if the hose leading to the rear valve cover went to a fitting that stuck up and faced into the incoming air stream to create a higher pressure in it. 
Sorry about the long winded explanation, but it's a lot easier for me to explain in person than in writing. As a result of finally figuring out what's going on with the stock system, I'm in the process of rethinking my breather system yet again. 
In addition to trying to get the air/oil separator thing figured out, I want to change the air and blowby routing to get fresh air going through the crankcase at part throttle, but shut it off and get vacuum at full throttle. 
At part throttle the blowby would get burned in the engine, but at full throttle it would go into the exhaust."

