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BMWAG IN FIGURES

2018 2017 Change in %

Revenues € million 78,355 79,215 -1.1

Export ratio % 82.4 82.8
Production

Automobiles’ Units 2,541,534 2,505,741 1.4

Motorcycles Units 161,523 185,682 -13.0
Deliveries

Automobiles’ Units 2,519,897 2,494,115 1.0

Motorcycles Units 164,096 175,452 -6.5
Capital expenditure € million 2,975 2,628 13.2
Depreciation, amortisation and impairment losses € million 2,470 2,350 5.1
Workforce at end of year 89,842 87,940 2.2
Tangible, intangible and investment assets € million 15,787 15,419 2.4
Current assets, prepayments and
surplus of pension and similar plan assets over liabilities € million 29,748 26,053 14.2
Subscribed capital € million 658 658 -
Reserves € million 12,280 11,758 4.4
Equity € million 15,241 15,046 1.3

as % of tangible, intangible and investment assets % 96.5 97.6
Balance sheet total € million 45,535 41,472 9.8
Cost of materials € million 57,726 56,065 3.0
Personnel expense € million 8,597 8,638 -0.5
Taxes € million 891 1,579 -43.6
Net profit € million 2,801 3,197 -12.4
Dividend € million 2,303? 2,630 -12.4

per share of common stock with a par value of €1 each € 3.50? 4.00

per share of preferred stock with a par value of €1 each € 3.522 4.02

" Including supplies of series parts to BMW Brilliance Automotive Ltd., Shenyang.

2 Proposed by the Board of Management.
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Publication

The BMW AG Financial Statements and Management
Report for the financial year 2018 will be submitted to
the operator of the electronic version of the German
Federal Gazette and can be obtained via the Company
Register website. The Management Report of BMW AG
is combined with the Group Management Report and
published in the BMW Group Annual Report 2018.

The Annual Financial Statements and the Manage-
ment Report of BMW AG are also available on the
BMW Group's website at = www.bmwgroup.comlir.
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BALANCE SHEET AT 31 DECEMBER

in € million Notes 2018 2017
ASSETS

Intangible assets 1 252 288
Property, plant and equipment 11,976 11,455
Investments 3 3,559 3,676
Tangible, intangible and investment assets 15,787 15,419
Inventories 4 4,811 4,643
Trade receivables 5 947 766
Receivables from subsidiaries 5 8,570 7,641
Other receivables and other assets 5 3,595 2,827
Marketable securities 6 4,080 4,185
Cash and cash equivalents 7 6,542 4,218
Current assets 28,545 24,280
Prepayments 535 483
Surplus of pension and similar plan assets over liabilities 8 668 1,290
Total assets 45,535 41,472
EQUITY AND LIABILITIES

Subscribed capital 9 658 658
Capital reserves 9 2,177 2,153
Revenue reserves 10 10,103 9,605
Unappropriated profit available for distribution 23 2,303 2,630
Equity 15,241 15,046
Registered profit-sharing certificates 11 28 29
Pension provisions 214 139
Other provisions 7,824 8,469
Provisions 12 8,038 8,608
Liabilities to banks 545 965
Trade payables 5,560 5,619
Liabilities to subsidiaries 12,670 8,187
Other liabilities 285 333
Liabilities 13 19,060 15,104
Deferred income 14 3,168 2,685
Total equity and liabilities 45,535 41,472




INCOME STATEMENT

in € million Notes 2018 2017
Revenues 15 78,355 79,215
Cost of sales 16 -63,841 -62,817
Gross profit 14,514 16,398
Selling expenses -4,078 -3,958
Administrative expenses -2,803 -2,733
Research and development expenses -5,859 -5,168
Other operating income 17

and expenses 18 1,026 -303
Result on investments 19 2,344 1,081
Financial result 20 -1,452 -541
Income taxes 21 -872 -1,563
Profit after income tax 2,820 3,213
Other taxes -19 -16
Net profit 2,801 3,197
Transfer to revenue reserves 22 -498 -567
Unappropriated profit available for distribution 23 2,303 2,630
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NOTESTO
THE FINANCIAL
STATEMENTS

BASIS OF PREPARATION

The financial statements of BMW AG have been drawn
up in accordance with the accounting provisions
contained in the German Commercial Code (HGB)
and legislation applicable to stock corporations.
Figures are presented in millions of euro (€ million)
unless otherwise stated. BMW AG, which has its
legal seat in Munich, is registered in the Commercial
Register of the District Court of Munich under the
number HRB 42243.



ACCOUNTING POLICIES

In order to improve clarity, individual items are
aggregated in the balance sheet and income statement
and presented separately in the notes to the financial
statements.

Purchased intangible assets are valued at acquisition
cost and amortised over their estimated useful lives
using the straight-line method. Internally generated
intangible assets are not capitalised.

Property, plant and equipment are stated at acquisition
or at manufacturing cost, less accumulated scheduled
depreciation and impairment losses. Manufacturing
cost includes direct material and production costs and
an appropriate proportion of material and production
overheads (including production-related depreciation).
Production-related administrative costs, voluntary social
costs and company pension costs are not included.
Impairment losses are recorded when the decline
in value of an asset is considered to be of a lasting
nature. If the reasons for impairment no longer exist,
impairment losses previously recorded are reversed, at
amaximum up to their amortised cost. Property, plant
and equipment are generally depreciated straight-line.
The reducing balance method is still also applied in
specific cases. Items acquired during the year are
depreciated on a time-apportioned basis. Assets with
an acquisition or manufacturing cost of up to €250
are recognised directly as an expense in the year of
purchase/construction. Assets with an acquisition
or manufacturing cost of between €250 and €1,000
are depreciated using the straight-line method over
a period of five years.

Factory and office buildings and distribution facilities
which form an inseparable part of such buildings are
depreciated over eight to 40 years, residential buildings
over 25 to 50 years, technical plant and machinery as
a general rule over four to 21 years and other facilities,
factory and office equipment mainly over five years. For
plant and equipment used in multiple-shift operations,
depreciation rates are increased to account for the
additional utilisation.

Investments in subsidiaries and participations are
stated at cost or, if lower, at their fair value. If the
reasons for impairment no longer exist, impairment
losses previously recorded are reversed, at a maximum
up to the level of original cost. Loans which bear no
or a below-market rate of interest are discounted to
their present value.

Structured financial instruments are accounted for
as a single asset, measured at the lower of their fair
value or amortised cost.

The composition of and changes in long-lived assets
are shown in the Analysis of Changes in Tangible,
Intangible and Investment Assets.

Inventories of raw materials, supplies and goods for
resale are stated at the lower of cost and net realisable
value. Direct material and production costs and an
appropriate proportion of material and production
overheads (including production-related deprecia-
tion) are taken into account in the measurement of
unfinished and finished goods. Production-related
administrative costs, voluntary social costs and com-
pany pension costs are not included. Write-downs are
made to cover risks arising from slow-moving items
or reduced saleability.

Receivables and other assets are stated at the lower of
their nominal value or net realisable value.
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Investments in current marketable securities are
measured at cost or, if lower, at their fair value at the
end of the reporting period. Fair value corresponds
to the market price.

Prepayments relate to amounts disbursed before the
balance sheet date, which represent expense for a
specific period after the end of the reporting period.

In order to meet obligations relating to pension plans,
certain assets are managed on a trustee basis by BMW
Trust e.V., Munich, in conjunction with Contractual
Trust Arrangements (CTA). These assets are measured
at their fair value, based on the market values of the
corresponding fund management companies at the
end of the reporting period. Designated plan assets
are offset against the related obligations. A provision
is recognised when obligations exceed assets. When
assets exceed obligations, the surplus is reported in
the balance sheet in the line item “Surplus of pension
and similar plan assets over liabilities”.

Pension obligations are measured in accordance with
the projected unit credit method and discounted
using the average market interest rate for the past
ten years, which corresponds to the remaining term
of the obligations. The provision is derived from inde-
pendent actuarial valuations which take into account
the relevant biometric factors. The difference in the
carrying amount of the provision based on using the
average market interest rate for the past ten financial
years and that for the past seven financial years is
disclosed in the notes to the financial statements.
The provisions for long-service awards and for pre-
retirement part-time work arrangements are also
measured using the projected unit credit method.
Income and expenses arising on assets offset against
liabilities, from the unwinding of discounting and
from the effect of changes in the discount rate are
presented as part of the financial result. All other
components of pension expense are included in the
income statement under costs by function.

Other provisions are recognised to take account of
all identified risks. Provisions are measured at their
expected settlement amount. In the case of non-current
provisions, amounts are discounted using the average
market interest rate - calculated and published by the
Deutsche Bundesbank — which corresponds to the
remaining term of the provision.

With effect from the beginning of the financial
year 2018, provisions for statutory and non-statutory
warranty obligations and product guarantees are
measured on the basis of cost price to the Company
(previously on the basis of cost price to dealerships)
and adjusted to the measurement basis used for tax
purposes. Following the change in valuation method,
spare parts supplied to dealerships in connection with
statutory and non-statutory warranty obligations
and product guarantees are no longer recognised as
revenues or cost of sales. If the previous valuation
method had been retained, revenues would have been
€554 million higher, cost of sales €601 million higher
and other operating income €599 million lower in the
financial year 2018. Overall, the positive impact on
earnings for the financial year 2018 was €646 million.
Discounting effects arising in conjunction with the
change in the valuation method were not material.
The comparability of revenues, cost of sales, other
operating income and, in the balance sheet, other pro-
visions is limited for the financial years 2018 and 2017
due to the change in the valuation method used to
measure provisions for statutory and non-statutory
warranty obligations and product guarantees. In order
to enable comparison, the impact on the previous
year’s amounts is disclosed in the notes to the relevant
income statement and balance sheet items.



The measurement of provisions for statutory and
non-statutory warranty obligations and product
guarantees involves estimations. These provisions are
recognised when the risks and rewards of ownership
of the goods are transferred to the BMW Group’s
sales companies, dealerships or retail customers. In
order to determine the level of the provision, various
factors are taken into consideration, including current
estimations based on past experience with the nature
and amount of claims relating to vehicles delivered.
In addition, the future level of potential repair costs
(comprising materials and labour) as well as price
increases per product are taken into account. Specific
and expected warranty-related events, such as vehicle
recall actions, are also included in provisions for
statutory and non-statutory warranty obligations
and product guarantees. Provisions for statutory
and non-statutory warranty obligations and product
guarantees are adjusted regularly to take account of
new circumstances and the impact thereof recognised
in the income statement. Expected reimbursement
claims are estimated and offset against provisions for
statutory and non-statutory warranty obligations and
product guarantees.

Tax provisions are calculated in accordance with the
principle of reasonable management judgement.

BMW AG assumes some of the residual value oblig-
ations arising at the level of BMW Group Financial
Services entities in connection with the remarketing
of vehicles and recognises provisions accordingly. For
the purpose of measuring the provisions, contractually
agreed residual values are compared with expected
residual values on a contract-by-contract basis. The
computation of expected residual values also takes
account of publicly available assessments of independent
forecasting institutes as well as in-house forecasts.

Liabilities are stated at their expected settlement
amount at the balance sheet date.

Foreign currency receivables and payables are trans-
lated using the mid-spot exchange rate applicable at
transaction date. Gains arising on the translation of
period-end items are only recognised for receivables
and payables with a remaining term of one year or less.
Unrealised losses resulting from changes in exchange
rates are recognised by restating the foreign currency
amount in the balance sheet to the closing rate.
Financial assets and financial liabilities denominated
in a foreign currency are mostly hedged, in which
case they are translated using the relevant hedge rate.

The Company uses derivative financial instruments
to hedge interest rate, currency and commodity price
risks arising in conjunction with operating activities
as well as the resulting financing requirements.

The market values of commodity hedging contracts are
determined on the basis of current reference prices, as
adjusted for forward premium and discount amounts.
The fair values of derivative financial instruments
derived for the relevant nominal values do not take
account of any offsetting change in the fair value of
the hedged items.

Where there is a direct hedging relationship, the
derivative financial instrument and the hedged item
are accounted for as a valuation unit.
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BMW AG invoices a number of its affiliated sales
companies that are based outside the eurozone in the
relevant local currency. The resulting currency expo-
sures are hedged by derivative currency instruments
and, together with the hedged items, accounted for
as valuation units. The hedged items relate to highly
probable forecast transactions, for which portfolio
hedges are designated out of foreign currency amounts
invoiced to the sales subsidiaries. The “Valuation Freeze
Method” (Einfrierungsmethode) is applied until the
foreign currency receivables arise, at which stage the
“Booking through method” (Durchbuchungsmethode)
is applied. In the case of a late designation, the forward
currency contracts are treated as stand-alone deriva-
tives until the date of designation.

Micro hedges are designated for currency and interest
rate derivatives used to hedge financial assets and for
back-to-back derivative financial instruments. Portfolio
hedges are designated for commodity derivatives.
BMW AG has elected to apply the “Valuation Freeze
Method” (Einfrierungsmethode) for these hedging
relationships.

Since the principal features of the transactions included
in a valuation unit are matched, changes in fair values
or cash flows generally offset each other. Hedging is in
place for the whole term of the hedged item. Effective-
ness is ensured as a general rule by the use of a critical
term match. The effectiveness of the portfolio hedge
relating to foreign-currency-denominated revenues
invoiced to sales subsidiaries is measured on the basis
of regression analysis. The Dollar-Offset method is
used to calculate the absolute amounts attributable to
non-validity and ineffectiveness. Realised gains and
losses arising on valuation units created for back-to-
back derivative financial instruments entered into
with subsidiaries and banks are presented in other
operating income/expenses on a net basis.

If there is no hedging relationship, or if the hedging
relationship is deemed to be insufficient, pending
losses are recognised with income statement effect.

Deferred income relates to amounts received before
the balance sheet date, which represent income for a
specific period after the end of the reporting period.
This also includes revenues billed for services which
are rendered after the end of the reporting period.
Revenues from sales with multiple components are
analysed into the various performance components
on the basis of fair values which can be determined
objectively and reliably. The portion of revenues
relating to services not performed by the end of the
reporting period is presented as deferred income.

Deferred taxes are calculated for temporary differ-
ences between the tax base and accounting carrying
amounts of assets, liabilities and deferred/prepaid
items. Deferred tax assets and liabilities are measured
using a combined income tax rate of 30.8 % relevant
for the BMW AG tax group. This combined rate covers
corporation tax, municipal trade tax and solidarity
surcharge. In the case of temporary differences arising
on assets, liabilities and deferred/prepaid items of
partnership entities, in which BMW AG participates
in the capacity of a shareholder, deferred taxes are
measured on the basis of an income tax rate of
15.83 % which covers corporation tax and solidarity
surcharge. In the year under report, the BMW AG
tax group has a surplus of deferred tax assets over
deferred tax liabilities, mainly as a result of tempo-
rary differences between the tax base and accounting
carrying amounts of provisions for pensions and
similar obligations (before offset against designated
plan assets), other provisions and property, plant
and equipment. BMW AG, as head of the German
tax group, has elected not to recognise the surplus
amount of deferred tax assets.



The share-based remuneration programmes for
Board of Management members and senior heads
of department entitle BMW AG to elect whether to
settle its commitments in cash or with shares of
BMW AG common stock. Based on the decision to
settle in cash, the two share-based programmes are

accounted for as cash-settled share-based transactions.

Share-based programmes expected to be settled in
cash are revalued to their fair value at each balance
sheet date between the grant date and the settlement
date and on the settlement date itself. The expense
for such programmes is recognised in the income
statement (as personnel expense) over the vesting
period of the options and in the balance sheet as a
provision. Further information regarding the two
share-based programmes is provided in note 41 to
the BMW Group Financial Statements 2018.

1
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Fronc ANALYSIS OF CHANGES IN

Statements of

Binwc TANGIBLE, INTANGIBLE
> mmoowss AND INVESTMENT ASSETS

in Tangible,
Intangible and
Investment Assets

Acquisition or manufacturing costs

Reclassi-

in € million 1.1.2018 Additions fications Disposals 31.12.2018
Intangible assets 884 119 - 95 908
Land, titles to land, buildings,

including buildings on third party land 6,186 86 107 6 6,373
Plant and machinery 26,794 1,792 571 2,367 26,790
Other facilities, factory and office equipment 1,574 145 17 121 1,615
Advance payments made and construction in progress 1,272 833 -695 - 1,410
Property, plant and equipment 35,826 2,856 - 2,494 36,188
Investments in subsidiaries 3,385 1 - - 3,386
Participations 625 - - - 625
Non-current marketable securities 28 - - - 28
Other non-current loans receivable 3 1 - - 4
Investments 4,041 2 - - 4,043

Tangible, intangible and investment assets 40,751 2,977 - 2,589 41,139




Depreciation, amortisation and impairment losses

Carrying amount

1.1.2018 Currentyear Disposals 31.12.2018 31.12.2018 31.12.2017
596 146 86 656 252 288 Intangible assets
Land, titles to land, buildings,
2,836 166 5 2,997 3,376 3,350 including buildings on third party land
20,402 2,005 2,358 20,049 6,741 6,392 Plant and machinery
1,133 153 120 1,166 449 441 Other facilities, factory and office equipment
- - - - 1,410 1,272 Advance payments made and construction in progress
24,371 2,324 2,483 24,212 11,976 11,455 Property, plant and equipment
- - - - 3,386 3,385 Investments in subsidiaries
364 119 - 483 142 261 Participations
- - - - 28 28 Non-current marketable securities
1 - - 1 3 2 Other non-current loans receivable
365 119 - 484 3,559 3,676 Investments
25,332 2,589 2,569 25,352 15,787 15,419 Tangible, intangible and investment assets

13
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NOTES TO THE BALANCE
SHEET

01

Intangible assets

Intangible assets comprise mainly purchased software,
franchises and licenses. Scheduled amortisation in
the year under report totalled €146 million (2017:
€133 million). Advance payments for intangible assets
amounted to €7 million (2017: €17 million).

02

Property, plant and equipment

Additions to property, plant and equipment relate
primarily to infrastructure improvements and product-
related investments in plant and machinery. Sched-
uled depreciation in the year under report totalled
€2,324 million (2017: €2,217 million).

03

Investments

BMW AG holds an investment in SGL Carbon SE, Wies-
baden. Impairment losses totalling €119 million (2017:
reversal of impairment losses totalling €70 million) were
recognised on the investment in the financial year under
report since its fair value at the balance sheet date was
lower than its carrying amount.

04

Inventories

in € million 31.12.2017  31.12.2017
Raw materials and supplies 843 834
Work in progress, unbilled contracts 354 367
Finished goods and goods for resale 3,614 3,442

Inventories 4,811 4,643

05
Receivables and other assets

in € million 31.12.2018  31.12.2017
Trade receivables 947 766
Receivables from subsidiaries 8,570 7,641

thereof due later than one year 21 20

Other receivables and other assets

Receivables from other companies in

which an investment is held 1,617 1,178
Other assets 1,978 1,649
thereof due later than one year 57 33
3,595 2,827

Receivables and other assets 13,112 11,234

Receivables from subsidiaries comprise financial receiv-
ables amounting to €6,147 million (2017: €5,030 million)
and trade receivables amounting to €2,423 million
(2017: €2,611 million).

Other assets include primarily tax receivables, pre-
payments made and receivables in conjunction with
securities repurchase agreements.

In addition, BMW AG has recognised the positive fair
values of forward currency contracts entered into on
behalf of sales companies amounting to €24 million
(2017: €69 million) in other assets.

Unless stated otherwise, receivables and other assets
are due within one year.



06

Marketable securities

Marketable securities relate primarily to one special
investment fund and to money market funds.

BMW AG holds all of the shares of the special investment
fund. The fund is not subject to any restrictions in terms
of the daily redemption amount. The acquisition cost

for the shares in the special investment fund amounted -7

to €3,554 million (2017: €3,554 million). A profit dis-
tribution amounting to €9 million (2017: €17 million)
was received during the financial year 2018.

The following table shows the acquisition cost and fair
value of investments held by the special investment
fund at 31 December 2018:

Acquisition cost Fairvalue
in € million 31.12.2018  31.12.2017  31.12.2018  31.12.2017
Fixed-income securities 3,398 3,538 3,369 3,557
Shares 718 530 701 534
Other marketable securities 31 64 31 64
Receivables and payables 21 24 21 24
Cash and cash equivalents 4 - 4 -
Derivative instruments - - - 2
Special investment fund 4,172 4,156 4,126 4,181
07 09
Cash and cash equivalents Subscribed capital and capital reserves
Cash and cash equivalents comprise cash at bank,
of which €5 million (2017: €16 million) relates to o
amounts held by subsidiaries, and to cash on hand. AL ST L
Subscribed capital 658 658
Capital reserves 2,177 2,153

08

Surplus of pension and similar plan assets over
liabilities

Assets held to secure obligations relating to pensions
are offset against the related liabilities. The assets
concerned comprise mainly holdings in investment
fund assets. The surplus of designated plan assets over
liabilities at the end of the reporting period amounts to
€668 million (2017: €1,290 million). The reconciliation
of the asset-side difference arising from offsetting
assets and liabilities is shown under provisions
(- note 12).

—> See
note 12

BMW AG’s issued share capital of €658 million com-
prises 601,995,196 shares of common stock, each with
a par value of €1, and 56,126,904 shares of non-voting
preferred stock, each with a par value of €1. All of the
Company’s stock is issued to bearer. Preferred stock
bears an additional dividend of €0.02 per share.

15
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In 2018, a total of 521,524 shares of preferred stock
was sold to employees at a reduced price of €46.26 per
share in conjunction with the Company’s Employee
Share Programme. These shares are entitled to receive
dividends for the first time with effect from the financial
year 2019.

Issued share capital increased by €0.5 million as a
result of the issue to employees of 521,500 new shares
of non-voting preferred stock. The Authorised Capital
of BMW AG at the end of the reporting period therefore
amounted to nominal €3.1 million (corresponding to
3.1 million shares of non-voting preferred stock). The
Company is authorised to issue shares of non-voting
preferred stock amounting to nominal €5.0 million prior
to 14 May 2019. The share premium of €23.6 million
arising on this share capital increase was transferred
to capital reserves.

In addition, 24 previously issued shares of preferred
stock were acquired and re-issued to employees.

10
Revenue reserves

in € million 31.12.2018 31.12.2017

Statutory reserves 1 1

Other revenue reserves

Balance brought forward 9,604 9,037
Transfer from net profit 498 567
10,102 9,604

Revenue reserves 10,103 9,605

The amount not available for distribution at 31 Decem-
ber 2018 was €2,822 million (2017: €2,917 million).
This figure arises in conjunction with fair value gains
amounting to €1,373 million (2017: €1,667 million) on
assets held to service obligations for pensions and the
difference of €1,449 million (2017: €1,250 million) in
the carrying amount of the pension provision based
on using the relevant average market interest rate for
the past ten rather than seven financial years.

11

Registered profit-sharing certificates

Employees are entitled to subscribe to shares of preferred
stock as part of a wealth accumulation programme.
These arrangements replaced the programme in place
up to 1989, under which employees were entitled to
subscribe to registered profit-sharing certificates, with
the level of the profit share based on the level of the
dividend. A total of 583,904 registered profit-sharing
certificates remained in place at 31 December 2018
(2017: 600,513 registered profit-sharing certificates).

12
Provisions
in € million 31.12.2018  31.12.2017
Pension provisions 214 139
Other provisions
Tax provisions 437 458
Sundry other Provisions 7,387 8,011

thereof provisions for statutory and
non-statutory warranty obligations

and product guarantees 1,859 2,281
7,824 8,469
Provisions 8,038 8,608

BMW AG provides pension benefits to its employees in
various forms. BMW AG’s pension obligations include
defined benefit obligations, for which benefits are
determined either by multiplying a fixed amount by
the number of years of service or on the basis of an
employee’s final salary. The defined benefit plans have
been closed to new entrants.

An additional pension plan is also in place - covered
by trust assets — which pays defined benefit amounts
that are predominantly dependent on the contributions
made by the Company, the investment income earned
and a guaranteed minimum rate of interest.



BMW AG also offers employees the option of participat-
ing in a voluntary deferred remuneration retirement plan.

In the financial year 2018, the measurement of pension
obligations was based for the first time on the assump-
tions set out in the biometric tables (2018 G) issued by
Prof. Dr. Klaus Heubeck. As a result, the obligation rose
by €38 million. The related reduction in invalidity rates
from 50 % to 30 % had an offsetting effect of €23 million.
In addition, the following assumptions are applied:

in % 31.12.2018  31.12.2017
Discount rate 3.21 3.68
Future salary increases 3.06 2.94
Future pension increases 1.62 1.82

The discount rate used to discount pension obligations
corresponds to the average market interest rate for
the past ten financial years for an assumed maturity
term of 15 years, as calculated and published by the
Deutsche Bundesbank. The difference in the carrying
amount of the pension provision as a result of using an
average market interest rate for ten rather than seven
years is disclosed in the note on revenue reserves
(- note 10).

The so-called “pension entitlement trend” (Fest-
betragstrend) also represents a significant actuarial
assumption for the purposes of determining benefits
payable at retirement and was left unchanged at 2.0 %.

The provision for pensions amounting to €214 million
(2017: €139 million) can be summarised as follows:

in € million 31.12.2018 31.12.2017

Fair value of assets held to cover pension

obligations 9,620 9,505
Present value of defined benefit

obligations 9,166 8,354
Surplus of pension and similar plan assets

over liabilities 668 1,290

Pension provisions 214 139

If the fair value of the designated plan assets exceeds
the pension obligations, the surplus amount is reported
in the line item “Surplus of pension and similar plan
assets over liabilities” (see = note 8). Acquisition cost
of the designated plan assets for pension obligations
amounted to €8,248 million (2017: €7,838 million).

Tax provisions comprise mainly expected income tax
payments relating to prior years as well as back-payments
for ancillary tax-related expenses. Tax provisions cover
risks relating to transfer pricing (taking account of
diverse tax legislation requirements) and potential
non-compliance with guidelines issued by tax author-
ities in the relevant countries.

Other provisions comprise mainly obligations for per-
sonnel-related expenses, statutory and non-statutory
warranty obligations and product guarantees, selling
activities, litigation and liability risks.

As aresult of the change in the valuation method used
to measure provisions for statutory and non-statutory
warranty obligations and product guarantees, sundry
other provisions the end of the previous financial year
must be reduced by €599 million to make them com-
parable with the figure reported at 31 December 2018.
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13
Liabilities
31.12.2018 (31.12.2017)
Total thereof with a ining term of
more than
in € million up to one year 1to 5 years 5years
Liabilities to banks 545 136 409 -
(965) (520) (445) -
Trade payables 5,560 5,560 - -
(5,619) (5,619) - -
Liabilities to subsidiaries 12,670 12,670 - -
(8,187) (8,187) - -
Other liabilities
Advance payments received on orders 44 44 - -
(41) (41) - -
Payables to entities in which a participation is held 10 10 - -
(16) (16) - -
Liabilities to BMW Unterstiitzungsverein e. V. 3 - - 3
@) - - @)
Sundry other liabilities 228 224 4 -
(273) (234) (39) -
thereof for social security 52 52 - -
(52) (52) - -
thereof for taxes 86 86 - -
(58) (58) - -
285 278 4 3
(333) (291) (39) (3)
Liabilities 19,060 18,644 413 3
(15,104) (14,617) (484) (3)

Payables to subsidiaries comprise financial liabilities
amounting to €9,359 million (2017: €6,930 million)
and trade payables amounting to €3,311 million (2017:
€1,257 million).

In addition, BMW AG has recognised the negative fair
values of forward currency contracts entered into on
behalf of sales companies amounting to €36 million
(2017: €111 million) in other liabilities.

14

Deferred income

Deferred income includes revenue received for services
to be performed in future accounting periods, including
€2,750 million (2017: €2,467 million) deferred for work
still to be performed in conjunction with service and
maintenance contracts.
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Revenues

in € million 2018 2017
Automobiles 65,490 66,456
Motorcycles 1,547 1,690
Other revenues 11,318 11,069
Revenues 78,355 79,215

Information by region

Germany 13,820 13,624
China 13,907 12,912
USA 12,930 13,298
Rest of Europe 24,400 25,001
Rest of Asia 8,081 9,005
Rest of the Americas 2,917 2,985
Other regions 2,300 2,390
Revenues 78,355 79,215

The line item Rest of the Americas comprises the
markets in North America, Central America and
South America, but excluding the USA. The markets
in Africa, Australia and Oceania are aggregated in the
line item Other regions.

As aresult of the change in the valuation method used
to measure provisions for statutory and non-statutory
warranty obligations and product guarantees, prior
year revenues must be reduced by €534 million to
make the figure comparable with the financial year
under report.

16

Cost of sales

Cost of sales comprises mainly production costs of
materials, bought-in goods and services, personnel
expenses, depreciation and amortisation of assets,
production-related rent and leasing expenses as well
as expenses for statutory and non-statutory warranties
and product guarantees.

As aresult of the change in the valuation method used
to measure provisions for statutory and non-statutory
warranty obligations and product guarantees, prior
year cost of sales must be reduced by €579 million to
make the figure comparable with the financial year
under report.

17

Other operating income

Other operating income totalling €2,184 million (2017:
€2,457 million) include mainly realised exchange
gains, income from the reversal of provisions and
other sundry items.

Other operating income relating to prior periods
amounted to €539 million (2017: €200 million), mainly
for the reversal of provisions. Gains resulting from the
measurement of foreign currency items using closing
exchange rates totalled €48 million (2017: €98 million).

Other operating income also includes an amount of
€599 million arising from the reversal of provisions
for statutory and non-statutory warranty obligations
and product guarantees as a result of the change in
the valuation method.

19
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18

Other operating expenses

Other operating expenses amounted to €1,158 mil-
lion (2017: €2,760 million) and included in particular
realised exchange losses and allocations to provisions
(including for litigation and other legal risks).

Other operating expenses relating to prior periods
amounted to €58 million (2017: €42 million). Losses
resulting from the measurement of foreign currency
items using closing exchange rates totalled €39 million
(2017: €37 million).

19
Result on investments

in € million 2018 2017

Income from investments - -

Income from profit and loss transfer

agreements 2,345 1,082
Expense of assuming losses under profit

and loss transfer agreements -1 -1
Result on investments 2,344 1,081

Income from profit and loss transfer agreements
related mainly to BMW INTEC Beteiligungs GmbH,
Munich, and BMW Bank GmbH, Munich, amounting
to €2,042 million (2017: €723 million) and €201 mil-
lion (2017: €249 million) respectively.

20
Financial result

in € million 2018 2017
Other interest and similar income 53 74
thereof from subsidiaries 34 40

Reversals of impairment losses on
non-current financial assets and current
marketable securities - 70

Impairment losses on non-current
financial assets and current marketable
securities -119 -

Interest and similar expenses -1,386 —685
thereof to subsidiaries -70 -75

thereof financial expense from unwind-
ing the discounting of pension and
long-term personnel-related provisions -1,126 -400

thereof expense from unwinding the
discounting of liabilities and other
provisions -117 -118

Financial result -1,452 -541

The net financing expense for pension and long-term
personnel expense-related provisions results from
netting the following items:

in € million 2018 2017

Expense/income from fund assets offset
against liabilities -176 307

Expense from unwinding discounted
pension and long-term personnel
expense-related provisions and effect

of changes inthe discount factor -950 -707
Financial expense from pension and

long-term personnel-related provisions -1,126 -400
21

Taxes on income

The expense for income taxes relates primarily to
current tax for the financial year 2018. This includes
prior years tax income of €144 million (2017: prior year
tax expense of €60 million), including transfer pricing
risks and ancillary tax-related expense.

22

Transfer to revenue reserves

An amount of €498 million (2017: €567 million)
was transferred from net profit for the year to other
revenue reserves.

23

Unappropriated profit

A proposal will be made that the unappropriated profit
of BMW AG amounting to €2,302,714,123.60 for the
financial year 2018 be utilised as follows:

Payment of a dividend of €3.52 per share of non-voting
preferred stock, each with a par value of €1, on the
stock entitled to receive a dividend (55,605,380 shares
of preferred stock), amounting to €195,730,937.60.
Payment of a dividend of €3.50 per share of common
stock, each with a par value of €1, on the stock entitled
to receive a dividend (601,995,196 shares of common
stock), amounting to €2,106,983,186.00.
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Cost of materials

in € million 2018 2017
Cost of raw materials and goods for resale 54,555 53,572
Cost of purchased services 3,171 2,493
Cost of materials 57,726 56,065
25
Personnel expense
in € million 2018 2017*
Wages and salaries 7,555 7,328
Social security, pension and welfare costs 1,042 1,310
thereof pension costs 40 328
Personnel expense 8,597 8,638

*The allocation of prior-year figures to wages and salaries, social security, pension and other
welfare costs has been adjusted.

Personnel expense does not include financial expenses
relating to pension and long-term personnel provisions
amounting to €1,126 million (2017: €400 million), as
disclosed in - note 20.

Average workforce during the year 2018 2017
Head office and Munich plant 37,905 36,351
Dingolfing plant 18,195 18,144
Regensburg plant 9,347 9,299
Leipzig plant 5,071 5,016
Landshut plant 4,078 3,934
Berlin plant 3,103 2,988
Branches 5,369 5,272

83,068 81,004

Apprentices and students gaining work
experience 6,024 5,978

89,092 86,982

—> See
note 20

26

Fee expense of the external auditor

Work performed during the financial year 2018 by
the Group auditor KPMG AG Wirtschaftspriifungs-
gesellschaft, Berlin, for BMW AG and subsidiaries
under its control relates to the audit of the financial
statements, other attestation services, tax advisory
services and other services.

The audit of financial statements comprises mainly the
audit of the Company and Group financial statements
of BMW AG and subsidiaries under its control, and, in
accordance with new requirements all related work,
including the review of the Group Interim Financial
Statements.

Other attestation services include mainly project-
related audits, comfort letters and statutorily
prescribed, contractually agreed or voluntarily com-
missioned attestation work.

Tax advisory services were performed particularly in
conjunction with tax compliance.

Other services include mainly IT consulting, bench-
mark analyses as well as advisory work relating to
production processes.

The fee expense of the external auditor is not reported
here due to the exempting group clause contained in
§285 no.17 HGB (German Commercial Code).

27
Contingent liabilities

in € million 31.12.2018  31.12.2017

Guarantees for bonds under the

AMTN/EMTN programme 36,508 34,839
thereof in favour of subsidiaries 36,508 34,839

Guarantees for commercial paper 2,422 4,405
thereof in favour of subsidiaries 2,422 4,405

Guarantees for other debt capital

transactions 19,203 12,560
thereof in favour of subsidiaries 19,203 12,560

Other 2,693 2,172
of which to subsidiaries 2,669 2,145

Contingent liabilities 60,826 53,976
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BMW AG is liable for the full extent and amount of customer
deposits taken in by the subsidiary, BMW Bank GmbH,
Munich, instead of the Deposit Protection Fund of the
Association of German Banks (Einlagensicherungsfonds
des Bundesverbands deutscher Banken e.V.), of which
BMW Bank GmbH, Munich, is a member. The maxi-
mum liability per customer is capped at 20 % of the
equity capital of BMW Bank GmbH, Munich.

The Dutch entities BMW International Holding B.V.,
Rijswijk, and Alphabet Nederland B.V., Breda, apply the
exemption provision contained in Article 2:403 of the
Civil Code of the Netherlands. BMW AG assumes joint
and several liability to these entities for all obligations
arising out of legal transactions.

Based on the information available to BMW AG at the
date of the preparation of the financial statements
regarding the financial condition of the principal
debtors, BMW AG considers that the obligations
underlying the contingent liabilities shown above can
be fulfilled by the relevant principal debtors. In the case
of so-called double contingent liabilities, the potential
risk of BMW AG being called upon is included only once
within contingent liabilities.

BMW AG considers it unlikely that it will be called upon
in conjunction with these contingent liabilities.

28

Other financial commitments and off-balance-
sheet transactions

Other financial commitments total €3,055 million
(2017: €2,990 million) and comprise mainly obliga-
tions arising from rental and leasing contracts.

The total amount of these obligations can be analysed
by maturity as follows:

in € million 31.12.2018 31.12.2017
due within one year 1,257 1,266
due between one and five years 834 788
due later than five years 964 936

Other financial commitments 3,055 2,990

Of these amounts, €1,415 million (2017: €1,421 million)
relate to subsidiaries.

Purchase commitments for capital expenditure are at
a normal level for the business.

As part of BMW AG’s refinancing activities, some
receivables have been sold to other BMW Group
entities and sale-and-lease-back transactions have
been entered into in previous years. No significant
risks and rewards remain with BMW AG in conjunction
with these transactions.

Buyback commitments amounting to €3,391 million
(2017: €3,268 million) relate entirely to commitments
given by BMW AG to financial services subsidiaries
in conjunction with vehicle sales and vehicle leasing.
Of this amount, €1,784 million (2017: €1,845 million)
falls due within one year.

29

Related party transactions

Transactions with related parties are all conducted on
an arm’s length basis.
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Derivative financial instruments

Nominal volume Fair values
in € million 31.12.2018 31.12.2017 31.12.2018 31.12.2017
Currency-related contracts
Forward currency contracts 24,306 33,759 287 1,617
thereof positive fair values 630 1,784
thereof negative fair values -343 -167
Interest rate-related instruments
Interest swaps 110 120 - -
thereof positive fair values - -
thereof negative fair values - -
Purchasing-related instruments
Commaodity derivatives 3,718 2,718 -152 442
thereof positive fair values 190 533
thereof negative fair values -342 -91
Derivative financial instruments 28,134 36,597 135 2,059

Provisions of €19 million (2017: €87 million) were
recognised to cover negative fair values and fair
value changes in derivative instruments as well as
for the negative impact of the ineffective portion of
valuation units.

The nominal amounts of derivative financial instru-
ments correspond to the purchase or sale amounts or
to the contracted amounts of hedged items. The fair
values of currency and interest-rate-related instru-
ments shown are measured on the basis of market
information available at the balance sheet date or
using appropriate measurement techniques e.g. the
discounted cash flow method. Options are measured

on the basis of quoted prices or option price models
using appropriate market data.

The fair values of commodity hedging contracts are
determined on the basis of current reference prices, as
adjusted for forward premium and discount amounts.
The fair values of derivative financial instruments
derived for the relevant nominal values do not take
account of any offsetting change in the fair value of
the hedged items.

Amounts are discounted at 31 December 2018 on the
basis of the following interest rates:

in % EUR USD GBP JPY CNY
Interest rate for six months -0.33 2.82 1.04 -0.21 3.32
Interest rate for one year -0.23 2.75 1.08 0.01 3.20
Interest rate for five years 0