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BMW Group in figures

2011 2012 2013 2014 2015 Changein% —

Key non-financial performance indicators

BMW Group

Workforce at year-end! ————100,306 105,876 110,351 116,324 122,244 ———————————— 51 —
Automotive segment

Sales volume? 1,668,982 —1,845,186 ———1,963,798 —— 2,117,965 ——2,247,485 —————————— 6.1 —
Fleet emissions in g CO,/km?® 145 143 133 130 127 -23 —
Motorcycles segment

Sales volume* 104,286 106,358 115,215 123,495 136,963 ————————109 —
Further non-financial performance figures

Automotive segment

Sales volume

BMW? 1,380,384 ——1,540,085 ——1,655,138 ———1,811,719 ——1,905,234 ——————— 52 ——
MINI 285,060 301,526 305,030 302,183 338,466 ———————————— 120 —
Rolls-Royce 3,538 3,575 3,630 4,063 3,785 -68 —
Total?® 1,668,982 1,845,186 1,963,798 2,117,965 2,247,485 6.1
Production volume

BMW® 1,440,315 —1,547,057 ———1,699,835 ———1,838268 ——1,933,647 ——————————— 52 ——
MINI 294,120 311,490 303,177 322,803 342,008 ——————————— 59 —
Rolls-Royce 3,725 3,279 3,354 4,495 3,848 -144 —
Total® 1,738,160 1,861,826 2,006,366 2,165,566 2,279,503 5.3
Motorcycles segment

Production volume®

BMW 110,360 113,811 110,127 133,615 151,006 ———— 130 —
Financial Services segment

New contracts with retail customers —1,196,610 —1,341,296 ——1,471,385 ——1,509,113 ——1,655,961 ——F—— 9.7 —

" Figures exclude suspended contracts of employment, employees in the non-work phases of pre-retirement part-time arrangements and low income earners.

2 Including the joint venture BMW Brilliance Automotive Ltd., Shenyang (2011: 94,400 units, 2012: 141,165 units, 2013: 198,542 units, 2014: 275,891 units, 2015: 282,000 units).
SEU-28.

4 Excluding Husqvama, sales volume up to 2013: 59,776 units.

®Including the joint venture BMW Brilliance Automotive Ltd., Shenyang (20711: 98,241 units, 2012: 150,052 units, 2013: 214,920 units, 2014: 287,466 units, 2015: 287,755 units).
5 Excluding Husqvama, production up to 2013: 59,426 units.



BMW Group in figures

2011 2012 2013 2014 2015 — Change in %
Key financial performance indicators
BMW Group
Profit before tax € million 7,383 7,803 7,893 8,707 9,224 5.9
Automotive segment
Revenues € million 63,229 70,208 70,630 75173 85,536 13.8
EBIT margin ————— % (change in %pts) 11.8 10.8 9.4 9.6 9.2 -0.4
RoCE ——————— % (change in %pts) 773 73.7 63.0 61.7 72.2 10.5
Motorcycles segment
RoCE ———————— % (change in %pts) 10.2 1.8 16.4 218 31.6 9.8
Financial Services segment
ROE ——————— % (change in %pts) 294 21.2 20.0 19.4 20.2 0.8
Further financial performance figures
in € million
Capital expenditure 3,692 5,240 6,711 6,100 5,890 -3.4
Depreciation and amortisation 3,646 3,541 3,741 4,170 4,659 11.7
Operating cash flow Automotive segment 8,110 9,167 9,964 9,423 11,836 25.6
Revenues 68,821 76,848 76,059 80,401 92,175 14.6
—— Automotive 63,229 70,208 70,630 75,173 85,536 138
—— Motorcycles 1,436 1,490 1,504 1,679 1,990 18.5
—— Financial Services 17,510 19,550 19,874 20,599 23,739 15.2
—— Other Entities 5 5 6 7 7 -
—— Eliminations -13,359 —— -14,405 — -15955 — -17,057 — -19,097 -12.0
Profit before financial result (EBIT) 8,018 8,275 7,978 9,118 9,593 5.2
—— Automotive 7,477 7,599 6,649 7,244 7,836 8.2
—— Motorcycles 45 9 79 112 182 62.5
—— Financial Services 1,763 1,558 1,643 1,756 1,981 12.8
—— Other Entities -19 58 44 71 169 -
—— Eliminations -1,248 -949 -437 -65 -575 -
Profit before tax 7,383 7,803 7,893 8,707 9,224 5.9
—— Automotive 6,823 7,170 6,561 6,886 7,523 9.3
—— Motorcycles 41 6 76 107 179 67.3
—— Financial Services 1,790 1,561 1,619 1,723 1,975 14.6
—— Other Entities -168 3 164 154 211 370
—— Eliminations -1,103 -937 -527 -163 -664 -
Income taxes -2,476 -2,692 -2,564 -2,890 -2,828 2.1
Net profit 4,907 5,111 5,329 5,817 6,396 10.0
Earnings per share in € 7.45/7.47 —7.75/7.77 —8.08/8.10 —8.83/8.85 —9.70/9.72 9.9/9.8




BMW Group in figures

Sales volume of automobiles’ Revenues
in thousand units in € billion
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Norbert Reithofer — Chairman of the Supervisory Board




7 REPORT OF THE SUPERVISORY BOARD

Dear Shareholders,

Despite the volatile conditions prevailing on various markets, the BMW Group finished the financial year
2015 with another outstanding earnings performance, reaffirming its position as market leader in the
premium segment.

The BMW Group is now headed by Harald Kriiger, who became the new Chairman of the Board of
Management on 13 May 2015. With this carefully planned generational change at the top of the Board of
Management, the Supervisory Board has not only ensured personnel continuity, it has also made an
important contribution to shaping the future strategy of the BMW Group.

Main emphases of the Supervisory Board’s monitoring and advisory activities The Supervisory Board
performed the duties charged to it in accordance with the law and the Articles of Incorporation with the
utmost care. Throughout the financial year 2015, the Supervisory Board closely monitored the BMW Group’s
business performance and macroeconomic developments on important markets, diligently supervised the
governance of the Board of Management and advised it on significant projects and plans.

In a total of five meetings, the Supervisory Board deliberated at great length on the current business and
financial situation of the Group. Further topics of particular focus and consultation at Supervisory Board
meetings were corporate strategy (including a whole range of key topics involving the future shape of
business), corporate forecasts and the strategy and management of the Financial Services segment. In addi-
tion, decisions were taken regarding personnel changes on the Board of Management and with respect to
corporate governance.

Furthermore, the Supervisory Board attentively monitored the BMW Group’s business performance,
both at scheduled meetings and at other times, as the need arose. In particular, the Board of Management
provided regular reports on current sales and workforce figures. The Chairman of the Board of Management
kept the Chairman of the Supervisory Board well informed, both promptly and directly, on the progress
of important business projects and plans of strategic significance. In addition to scheduled meetings,
Dr Friedrich Eichiner, member of the Board of Management responsible for Finance, and Dr Karl-Ludwig Kley,
the Chairman of the Supervisory Board’s Audit Committee, consulted with each other directly at other times.

In its regular reports on the financial condition of the Group, the Board of Management provided infor-
mation on sales volume developments, market competition issues relevant for the Automotive and Motorcycles
segments, and changes in the size of the workforce. The Board of Management also dealt with questions re-
garding economic developments and the prospects of the world’s key regions. On the Financial Services side
of the business, the Board of Management provided regular updates on new business with retail customers
and changes in the portfolio of contracts with dealerships and retail customers as well as the total volume of
business. In its regular reports on the financial condition of the Group, the Board of Management also
reported to the Supervisory Board on any variances from budget.

Major transactions and projects were highlighted in the Board of Management’s reports on business
developments, and deliberated on in subsequent discussions. For example, the Supervisory Board was kept
informed of the status of acquisition projects, such as the joint acquisition of the navigation data provider
HERE in conjunction with other partners as well as the purchase of a leasing company in China. Furthermore,
the Board of Management reported on the BMW Group’s compliance with emissions limits and confirmed
that no distinction is made between “dyno mode” and on-road testing when measuring the exhaust emissions
of BMW Group vehicles. Over the course of the year under report, the two boards discussed at length eco-
nomic developments and business performance in China. Other subjects of discussion were progress in the
field of electric mobility, product quality and customer satisfaction.

Furthermore, the Board of Management provided detailed information on both the ongoing status and
its plans for expanding capacities at various BMW Group production sites.



At the first Supervisory Board meeting of the year, the Board of Management presented the new and
updated models scheduled for market launch in the course of 2015.

One of the Supervisory Board meetings was held at the Landshut (Germany) site, at which the focus was
placed on purchasing strategy and the significance of BMW component-producing plants in terms of pur-
chasing and production. The Board of Management also elaborated on the requirements that result from the
distribution of sales volume and production sites across the world for the Group’s purchasing team and
discussed with the Supervisory Board the measures necessary to establish a capable supplier base in growth
markets. During its visit to the plant, the Supervisory Board inspected the foundry as well as the production
facilities for electric motors and CFRP components.

The main topics discussed at a two-day meeting of the Supervisory Board held during the second half of
the year were business and product strategy as well as long-term corporate planning.

During the first part of the meeting, the Board of Management reported on the results of the annual
Number ONE corporate strategy review. The Board of Management also provided information on the planned
further development of the Group’s vehicle portfolio and its intention to continue its collaboration with
Toyota. In view of the increasing regulation of toxic emissions on key markets, the two boards discussed the
challenges facing the Group in the field of alternative drive technologies going forward and the strategic
importance of electric mobility. The Board of Management also reported in depth on topics relating to the
changing market environment and potential business opportunities emerging in connection with digitalisation
and vehicle connectivity, and provided an overview of its plans and activities in this field. The Supervisory
Board also gathered facts and figures on the BMW lightweight construction strategy.

As part of a series of vehicle presentations, members of the Supervisory Board took the opportunity to
drive selected BMW and MINI models on a test track, including the latest BMW 7 Series. Furthermore, the
current state of progress of selected vehicle development projects was presented and explained to the
Supervisory Board.

In the second part of the meeting, the Supervisory Board deliberated at length on the long-term corporate
forecast presented by the Board of Management for the years 2016 to 2021. The Board of Management also
described various crisis scenarios to the Supervisory Board. The Supervisory Board lauded the management
team’s efforts to keep a tight control over fixed costs. After thorough examination and lengthy discussion,
the Supervisory Board gave the plans its formal approval.

The performance and strategic direction of the Financial Services segment as well as risk management
in this area were also reported on. The consequences of stricter regulation of financial services were also
discussed.

The Supervisory Board deliberated on the annual budget presented by the Board of Management for the
financial year 2016, including the main external influencing factors identified.

Again in 2015, the Personnel Committee and the full Supervisory Board examined both the structure and
the amount of compensation that Board of Management members receive. In addition to reviewing trends
in business performance and board compensation on a multi-year basis, consideration was also given to the
development of the remuneration of senior management and employees of BMW AG within Germany over the
course of time. An external compensation consultant, independent of both the Board of Management and
BMW AG, was called upon to provide expert advice and assist the Supervisory Board in the evaluation of DAX
compensation studies. After a careful review, the Supervisory Board concluded that the level of compen-
sation of board members, including pension entitlements, is appropriate and that the compensation system
has proved its worth. The Supervisory Board therefore resolved not to propose any changes to the system of
Board of Management compensation in 2015.
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Further information on the compensation of Board of Management members is provided in the Compen-
sation Report (see section “Statement on Corporate Governance”).

In 2015, the Board of Management and the Supervisory Board again conducted an in-depth review of the
corporate governance standards currently in place in the BMW Group as well as the rules set out in the German
Corporate Governance Code. In the most recent Declaration of Compliance issued in December 2015, both
boards decided that the BMW Group should comply with all of the recommendations issued by the German
Government Corporate Governance Code Commission on 12 June 2015, except for the disclosure of Board of
Management members’ compensation in prescribed model tables, as the Supervisory Board is of the opinion
that these tables do not improve the clarity and comprehensibility of the Compensation Report. The wording
of the Declaration of Compliance is contained in the Corporate Governance Report.

Both the Personnel Committee and the Supervisory Board again asked the Board of Management to
describe the state of progress in implementing the BMW Group’s diversity concept. This programme not only
relates to gender diversity, it also promotes both cultural diversity and a balanced mixture of age groups
among staff. The Board of Management also reported on the percentage of and development of female execu-
tives at various management levels within the Group and the targets determined by the Board of Management
for the two executive levels immediately below it. In addition, the Board of Management reported to the
Supervisory Board on measures to develop young talent for future strategic fields of expertise.

The Supervisory Board also consulted on the consequences of legislation relating to the equal participation
of women and men in management positions in Germany for the BMW Group’s two boards. As its target for
the proportion of women on the Board of Management by 31 December 2016, the Supervisory Board
has stipulated that the Board of Management should continue to have at least one female member. Assuming
the Board of Management continues to comprise eight members, this would correspond to a ratio of at least
12.5%. The fact that the Supervisory Board considers it desirable to increase the proportion of women on the
board further supports the Board of Management’s current raft of measures, which is also aimed at increasing
the proportion of women at the highest executive management levels of the BMW Group.

The legal minimum of 30 per cent of female and male members in the Supervisory Board that came into
force on 1 January 2016 is already being complied with, both in terms of the Supervisory Board in its entirety
and also for both shareholder and employee representatives.

The Supervisory Board decided upon specific appointment objectives for its own composition based on
a detailed composition profile, a description of which is provided in the Corporate Governance Report. In
line with a new recommendation contained in the German Corporate Governance Code, the appointment
objectives have been supplemented to include a maximum length of office on the Supervisory Board. Based
on a self-assessment, the Supervisory Board determined that its composition at 31 December 2015 complied
with its appointment objectives.

In the financial year 2015, the Personnel Committee took the decision to disburse any costs to current and
former members of the Board of Management that could arise in connection with a civil action brought by a
former supplier in the USA. As a former member of the Board of Management, I did not personally vote on
this resolution, which was taken as a precautionary measure.

Apart from this matter, there were no indications of possible conflicts of interest on the part of Supervisory
Board members in the financial year 2015. Significant transactions with Supervisory Board members and
other related parties as defined by IAS 24, including close relatives and intermediate entities, are monitored
in the form of quarterly requests for relevant information.

The Supervisory Board endeavours to assess and continuously improve the efficiency of its work, including
that of its committees. Once a year, the efficiency examination is dealt with as a separate agenda point, at
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which the members of the Board of Management are not present. Preparations for the examination are
facilitated by means of a questionnaire. As a result of the efficiency examination, suggestions for additional
topics of report were made during the year under report.

Each of the five Supervisory Board meetings in 2015 was attended on average by 95 per cent of its members,
a fact that can be corroborated by the analysis of attendance fees for individual members, as disclosed in the
Compensation Report. None of the members of the Supervisory Board took part in only half or less than half
of the meetings of the Supervisory Board, the Presiding Board or the committees to which the members
belong during their terms of office in the period under report.

Description of Presiding Board activities and committee work In order to work more efficiently and
prepare complex issues and decisions with greater thoroughness, the Supervisory Board has established a
Presiding Board and several committees. A description of the duties, composition and working procedures
of these committees is provided in the Corporate Governance Report.

The relevant chairmen reported at length on the status of Presiding Board and committee work at the
subsequent Supervisory Board meeting.

In a total of four meetings, the Presiding Board focused mainly on preparing topics for the meetings of
the full Supervisory Board, unless these fell under the remit of one of the committees. The treatment of more
extensive issues, such as the Long-term Business Forecast and the Annual Strategic Review, was prepared by
the Presiding Board on the basis of written and oral reports provided by Board of Management members and
senior department heads. The Presiding Board selected further topics of discussion for Supervisory Board
meetings and made suggestions to the Board of Management regarding items to be included in its reports to
the full Supervisory Board.

The Audit Committee held four meetings and three telephone conference calls during 2015. In those
telephone conference calls, the Audit Committee deliberated with the Board of Management on each of the
BMW Group’s Quarterly Reports, prior to their publication. Representatives of the external auditors were
present during the telephone conference call held to present the Interim Financial Report for the six-month
period ended 30 June 2015. The report had been subjected to review by the external auditors.

The Audit Committee meeting held in spring 2015 was primarily dedicated to preparing the Supervisory
Board meeting at which the financial statements were examined. Prior to proposing KPMG AG Wirtschafts-
priifungsgesellschaft for election as Company and Group auditor at the Annual General Meeting 2015, the
Audit Committee obtained a Declaration of Independence from the proposed auditor. The Audit Committee
also considered the scope and composition of non-audit services, including tax advisory services provided by
KPMG entities to the BMW Group. There were no indications of conflicts of interest, grounds for exclusion
or lack of independence on the part of the auditor.

The fee proposals for the audit of the year-end Company and Group Financial Statements 2015 and the
review of the six-month Interim Financial Report were deemed appropriate by the Audit Committee. Sub-
sequent to the Annual General Meeting 2015, the Audit Committee therefore appointed KPMG AG for the
relevant engagements and specified audit focus areas.

The Head of Group Controlling reported to the Audit Committee on the current risk profile and on risk
management processes and developments within the BMW Group.

The Head of Group Financial Reporting provided a description of various aspects of the internal control
system (ICS) underlying financial reporting and explained measures being taken to further improve the system.
Testing performed during the year under report did not highlight any material ICS weaknesses that could
jeopardise the system’s effectiveness.
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The Chairman of the BMW Group Compliance Committee reported to the Audit Committee on the
current compliance situation, which, as in the previous year, was deemed satisfactory overall. None of the
information received relating to potential non-compliance or actual incidences of non-compliance identified
in specific cases give any indication of serious or systematic non-compliance with applicable requirements.
Moreover, the Audit Committee requested and received information regarding the further expansion of the
BMW Group Compliance Organisation.

The Head of Group Internal Audit reported to the Audit Committee on significant findings of audits con-
ducted by Group Internal Audit on the industrial and financial services sides of the business. In addition,
he provided information on the main topics of planned audits in both areas.

The Audit Committee has already obtained detailed information regarding audit reforms within the EU,
particularly with respect to preparing the selection of the auditor.

The Audit Committee and Supervisory Board obtained an auditor’s assurance report regarding compliance
with regulatory requirements for off-market transactions made by BMW AG involving derivatives. The effec-
tiveness of the system that BMW AG currently employs to ensure compliance with regulatory requirements
was confirmed. With an addition to its procedural rules, the Supervisory Board transferred tasks related to
examinations of this type to the Audit Committee.

The Audit Committee concurred with the decision of the Board of Management to raise the Company’s
share capital in accordance with § 4 (5) of the Articles of Incorporation (Authorised Capital 2014) by €309,860
and to issue a corresponding number of new non-voting bearer shares of preferred stock, each with a par value
of €1, at favourable conditions to employees.

The Personnel Committee convened four times during the financial year 2015. One of its tasks is to prepare
decisions relating to the composition of the Board of Management. In one case, the Personnel Committee
gave its approval for a member of the Board of Management to accept a mandate for membership of the
supervisory board of a non-BMW Group entity.

The Nomination Committee convened twice in 2015 to deliberate on successor planning for mandates of
the shareholders’ representatives and adopt recommendations for proposals for election at the 2015 and
2016 Annual General Meetings, taking the composition objectives stipulated by the Supervisory Board into
due account.

The statutory Mediation Committee was not required to convene during the financial year 2015.

Composition and organisation of the Board of Management After the Annual General Meeting held
on 13 May 2015, I resigned from the Board of Management as previously announced and Harald Kriiger took
over as Chairman of the Board of Management. The Supervisory Board had previously appointed Oliver Zipse
as member of the Board of Management for the first time with effect from the end of the Annual General
Meeting. Mr Zipse has worked for the BMW Group since 1991, most recently as head of Group Planning and
Product Strategy. He took over responsibility for Production from Harald Kriiger. In the financial year 2015,
the Supervisory Board resolved to extend the mandate of one Board of Management member.

Composition of the Supervisory Board, the Presiding Board and Supervisory Board Committees In
order to facilitate the generational change at the top of the Board of Management and the Supervisory Board,
which he both planned and personally supported, Professor Joachim Milberg resigned from the Supervisory
Board immediately after the 2015 Annual General Meeting. As previously announced, he will be playing a
leading role in the worldwide social engagement and philanthropic work of BMW AG, in particular as Chair-
man of the Board of Trustees of the BMW Foundation Herbert Quandt. Professor Milberg has faithfully served
and had a major influence on the BMW Group over a period of many years, beginning in 1993, first as
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member and then as Chairman of the Board of Management from 1999. As from 2002 he served firstly as
member and finally, from 2005, as Chairman of the Supervisory Board. The Supervisory Board wishes to
take this opportunity to express its great respect for, and appreciation of, Professor Milberg’s achievements.

Wolfgang Mayrhuber also resigned from the Supervisory Board at his own request at the end of the 2015
Annual General Meeting. The Supervisory Board wishes to thank Mr Mayrhuber for his more than ten years
of valuable, trusted cooperation.

Simone Menne was elected to the Supervisory Board as new shareholder representative. Professor Dr
Henning Kagermann was re-elected as member of the Supervisory Board at the Annual General Meeting in
2015.

After my election to the Supervisory Board by the Annual General Meeting in 2015, the Supervisory Board
members elected me as their new Chairman. In this capacity, and in accordance with the relevant terms of
reference, I remained Chairman of the Personnel and Nomination Committees. I was also elected member of
the Audit Committee. The Corporate Governance Report contains a summary of the composition of the
Supervisory Board and its committees.

Examination of financial statements and the profit distribution proposal KPMG AG Wirtschaftspriifungs-
gesellschaft conducted a review of the abridged Interim Group Financial Statements and Interim Group
Management Report for the six-month period ended 30 June 2015. The results of the review were presented
to the Audit Committee by representatives of KPMG AG Wirtschaftspriifungsgesellschaft. No issues were iden-
tified that might indicate that the abridged Interim Group Financial Statements and Interim Group Manage-
ment Report had not been prepared, in all material respects, in accordance with the applicable provisions.

The Group and Company Financial Statements of Bayerische Motoren Werke Aktiengesellschaft for the
year ended 31 December 2015 and the Combined Management Report — as authorised for issue by the
Board of Management on 18 February 2016 — were audited by KPMG AG Wirtschaftspriifungsgesellschaft
and given an unqualified audit opinion.

The Financial Statements and the Combined Management Report, the long-form audit reports of the
external auditors and the Board of Management’s profit distribution proposal were made available to all
members of the Supervisory Board in a timely manner.

In a first step, the Audit Committee dutifully examined and discussed these documents at a meeting held
on 25 February 2016. The Supervisory Board subsequently examined the relevant drafts of the Board of
Management at its meeting on 9 March 2016, after hearing the committee chairman’s report on the meeting of
the Audit Committee. In both meetings, the Board of Management gave a detailed explanation of the fi-
nancial reports it had prepared. Representatives of the external auditors attended both meetings, reported
on significant findings and answered any additional questions raised by the members of the Supervisory
Board. They also confirmed that the risk management system established by the Board of Management is
capable of identifying any events or developments that might impair the going-concern status of the Company
and that no material weaknesses in the internal control system and risk management system were found
with regard to the financial reporting process. Similarly, they confirmed that they had not identified any facts
in the course of their audit work that were inconsistent with the contents of the Declaration of Compliance
issued jointly by the two boards.

Based on thorough examinations at both Audit Committee and full Supervisory Board level, the Super-
visory Board concurred with the results of the external audit. In accordance with the conclusion reached after
the examination by the Audit Committee and Supervisory Board, no objections were raised. The Group and
Company Financial Statements of Bayerische Motoren Werke Aktiengesellschaft for the financial year 2015
prepared by the Board of Management were approved at the Supervisory Meeting held on 9 March 2016. The
separate financial statements have therefore been adopted.



13 REPORT OF THE SUPERVISORY BOARD

The Supervisory Board also examined the proposal of the Board of Management to use the unappropriated
profit to pay an increased dividend of €3.20 per share of common stock and €3.22 per share of non-voting
preferred stock. The Supervisory Board considers the proposal appropriate and therefore concurs with it.

Expression of appreciation by the Supervisory Board The financial year 2015 has again been a record
year for the BMW Group. The Supervisory Board wishes to thank the members of the Board of Management
and the entire staff of the BMW Group worldwide for their outstanding work and concerted performance.

Munich, 9 March 2016

On behalf of the Supervisory Board

YOM rs

Norbert Reithofer
Chairman of the Supervisory Board
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Harald Kriiger — Chairman of the Board of Management



15 STATEMENT OF THE CHAIRMAN OF THE BOARD OF MANAGEMENT

Dear Shareholders,

The 7 March 2016 marked an historic milestone in the history of our company. 100 years of Bayerische
Motoren Werke is the achievement of all the company’s associates since its founding in 1916 right up until
today. Our experiences and strengths establish the foundation for our future. However, we also know that
it is not past accomplishments but profitable growth, strength in innovation and competitiveness that deter-
mine the success of a company. This is why we are using the occasion of our centenary as a springboard for
“The Next 100 Years”. This makes it clear that the company’s strategy is and remains geared towards the
long term.

Successful development continued in the financial year 2015 The financial year 2015 was a successful
year for the BMW Group. We achieved new all-time highs for performance indicators such as sales, Group
revenues, Group profit before tax and net profit.

The strength of our premium brands is the backbone of our success Our three premium brands fascinate
people all around the world. In 2015, more than 2.2 million customers chose a BMW, MINI or Rolls-Royce,
more than in any other year. This was a solid increase of 6.1 per cent over the previous year. For the first time
in our corporate history, the BMW brand sold more than 1.9 million vehicles. With almost 137,000 motor-
cycles and scooters, BMW Motorrad also achieved a new record in sales. The MINI brand also reported the
best year ever, with over 338,400 vehicles sold. Rolls-Royce Motor Cars delivered 3,785 vehicles to customers,
making 2015 the second-best year in its 112-year history.

We continue to strive for a globally balanced distribution of value creation We continue to pursue a balanced
distribution of sales between the world’s three major regions, Europe, Asia and America. In view of the
heterogeneous and volatile development of the markets, our distribution strategy allows us to respond more
swiftly to fluctuations and to avoid overdependence on any single region. Europe is still our largest sales region.
Last year we surpassed the mark of one million vehicles sold there for the very first time. Overall, close to
45 per cent of our cars were delivered to customers in Europe. Asia accounted for approximately 30 per cent
of sales, the Americas for 22 per cent.

We are strategically expanding our global production network of currently 30 sites in 14 countries. Our
second engine plant in Shenyang opened in January 2016. In Mexico, preparations for the construction of our
new plant in San Luis Potosi are proceeding according to schedule. On top of that, we are currently expanding
the company’s largest production site in Spartanburg, USA in order to be able to meet the high demand
for our premium sports activity vehicles.

Positive sales development reflected in key financials Our successful development in sales is reflected in
our key financials: with over 92 billion euros in sales revenues, the BMW Group posted a significant growth
of 14.6 per cent over the previous year. As forecasted, the Group profit before tax achieved solid growth of
5.9 per cent to a new high of 9.2 billion euros. The annual net profit increased by 10 per cent to around 6.4 billion
euros. The EBIT margin in the Automotive segment stands at 9.2 per cent and therefore remains within our
strategic target range.

With over 1.65 million new contracts with customers and a profit before tax of 1.98 billion euros, the
Financial Services segment once again made a significant contribution to the Group result. The EBT in the
segment grew significantly to 14.6 per cent and stands well above the previous year’s level.

The Motorcycle segment is profitable due to its successful growth strategy. Based on an operating result
of 182 million euros in 2015, the segment reported an EBIT margin of 9.1 per cent.

Therefore, we achieved the goals we set for the 2015 financial year and we managed to do so in an environ-
ment characterised by intense competition as well as economic and political volatility.
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We continue to fascinate our customers with new models and technologies In 2015, we launched a total
of 15 new models and model revisions in the market, among them the new BMW 2 Series Gran Tourer, the
new BMW X1 and the new MINI Clubman. At Rolls-Royce, the new Drophead Coupe called Dawn celebrated
its world premiere at the International Motor Show in Frankfurt. The model is scheduled to be introduced
in 2016. Most importantly, the model year 2015 was marked by the launch of the sixth generation of the new
BMW 7 Series. With its high-end innovations, our flagship has set new benchmarks in driving dynamics,
efficiency as well as driver assistance systems.

BMW i attracts new customer groups to the BMW brand With Efficient Dynamics technology and especially
with the BMW i models, the BMW Group has irreversibly charted the course towards sustainable mobility.
At the end of 2015, average emissions for our new car fleet stood at 127 grams of CO, per kilometre. Last
year, we sold close to 30,000 BMW i vehicles — up around 66 per cent year-on-year. The fully electric BMW i3 is
already available in 50 countries; it is also the only vehicle with a certified carbon balance for the supply chain,
production, use and recycling. It has attracted new customers to the BMW brand - 80 per cent of i3 buyers
have never driven a BMW before. We have repeatedly stressed that electromobility is not a sprint but a mara-
thon. In order to enable access to e-mobility to many people, the BMW i3 has been included in our DriveNow
car-sharing fleet. Furthermore, the BMW Group and its partners support the establishment of a comprehensive
charging infrastructure in Europe, China and the USA.

Consistent technology transfer from BMW i to the BMW core brand The technologies developed for BMW i
are now also being incorporated in the models of our BMW core brand. This includes battery cells, the elec-
tronic control unit and electric drives from the i3 and i8 as well as our expertise in lightweight construction.
A good example of this technology transfer is the Carbon Core of the new BMW 7 Series, a mixed-material
design for the car body structure made of carbon fibre reinforced plastics (CFRP), aluminum and steel. This
Carbon Core received the EuroCarBody Award 2015, the world’s most prestigious recognition for innova-
tions in car body construction.

A broad range of innovative, efficient drivetrains plays a crucial role in adhering to the increasingly strin-
gent requirements for the reduction of emissions. BMW's first plug-in hybrid series model has already been
released: the X5 xDrive40e. As of July 2016, all BMW plug-in hybrid models will be offered under the label of
“i{Performance” — from the BMW 2 Series Active Tourer to the BMW 7 Series. Furthermore, our iPerformance
customers will benefit from a 360° Electric offer, including a wall-mounted charging box and more.

Realignment of the company with Strategy NUMBER ONE>NEXT Our Strategy Number ONE has been
the guideline for our actions since autumn 2007. Since the global economic and financial crisis, the company
has developed successfully. At the same time, our environment has changed at a rapid pace. Digitalisation,
in particular, has brought about new technological opportunities for the automobile industry, ranging from
automated driving to connectivity in production.

Long-term growth targets up to 2020 In the light of these developments, we have revised and updated our
strategy for the future. We are operating from a solid basis: the BMW Group successfully combines financial
strength, innovation and profitability with further growth, and we intend to pursue this path further with
Strategy NUMBER ONE>NEXT.

Our business model will continue to focus on individual mobility in the premium segment — combined
with attractive mobility services. The customer is at the heart of everything we do. We are setting out long-
term targets that will guide us up to 2020 and are gradually implementing the related action plan.

Highly automated driving is becoming a part of the intelligent car of the future With BMW ConnectedDrive,
the BMW Group has been in a leading position when it comes to driver assistance systems for the past two
decades. These systems improve safety and comfort for our customers.

At the 2015 Consumer Electronics Show (CES) in Las Vegas we presented our self-driving BMW i3, which is
able to avoid obstacles and park itself. At the CES 2016, we showcased the BMW i8 Vision Future Interaction,
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which can be integrated into our customers’ digital lifestyle via a cloud-based set-up and various mobile end
devices. The vehicle provides the personalised digital assistant BMW Connected that makes it possible, among
other things, to control smart-home functions. The BMW Group is the first car company to offer such a com-
prehensive digital service package.

Connectivity is one of the major trends in our industry. Vehicles, their drivers and their environment will
be even more closely connected in the future. The next logical step is highly and then fully automated driving.
Once again, we see ourselves here as both a driver and an innovator. The new BMW 7 Series is the first series
vehicle that offers fully automated parking. Many things are technologically feasible today. However, beyond
the technical dimension we also require fundamental legal and transport-related policy decisions that will
clearly define the rights and obligations of an extended mobile value chain. The BMW Group takes a clear
position: we want to assist drivers in certain situations. We also want to improve people’s safety. And by
protecting their data, we protect their privacy as well.

Strategic acquisition of the map service HERE Highly and fully automated driving is based on high-accuracy
maps. Together with partners, we acquired the map service HERE in 2015 to safeguard our access to cloud-
based real-time maps and location-based services. We want HERE to become an independent platform for
the automotive industry and remain accessible beyond that. The combination of high-accuracy maps and
data from the vehicle’s environment makes driving safer and more comfortable for everyone. Already today,
HERE provides maps and location-based data for almost 200 countries in over 50 languages.

Our highly motivated associates are our number one success factor Individual mobility satisfies a fundamen-
tal human need and will remain a strong trend. To ensure our further growth, we need capable and motivated
people as well as new ideas and skills. In 2015, the BMW Group recruited more than 5,900 new associates.
At the end of last year, 4,700 young people were in vocational training with the BMW Group, more than ever
before. On behalf of the Board of Management, I would like to thank all of our 122,244 associates for their
accomplishments in the business year 2015. I would also like to thank our business partners and our suppliers
as well as the entire dealership organisation. We can only deliver on our premium claim thanks to the close
and trustful cooperation with our partners and dealers.

We are looking ahead - to the next 100 years of the BMW Group At the BMW Group, we regard every
day as a new opportunity to challenge ourselves and to excel. At our official centenary ceremony on 7 March
2016, we deliberately chose to look forward to the future: how will people move about 30 years from now?
Obviously, no one can predict precisely how our mobility behavior is going to develop. However, those who
do not try to imagine the future will simply not have one. We are presenting our ideas for mobility of the
future with our vision vehicle, the BMW VISION NEXT 100.

Dear Shareholders Due to its financial strength and the long-term focus of its Strategy NUMBER ONE>NEXT,
the BMW Group will continue to be an attractive investment. We want our shareholders to continue to par-
ticipate in our success. For the financial year 2015, the Board of Management and the Supervisory Board will
propose to the Annual General Meeting to make our anniversary year 2016 the first time in the company’s
history to pay dividends totalling over two billion euros. I would like to thank all our shareholders for their vote
of confidence and hope that you will continue to accompany us on our journey into the future.

V@?ars

[h 2457

Harald Kriiger
Chairman of the Board of Management
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COMBINED MANAGEMENT REPORT

General Information on the BMW Group
Business Model

This Combined Management Report incorporates the
management reports of Bayerische Motoren Werke
Aktiengesellschaft (BMW AG) and the BMW Group.

General information on the BMW Group

General information on the BMW Group is provided be-
low. There have been no significant changes compared
to the previous year.

Business model

Bayerische Motoren Werke Aktiengesellschaft (BMW AG),
based in Munich, Germany, is the parent company of
the BMW Group. The primary business objective of the
BMW Group is the development, manufacture and sale
of engines as well as all vehicles equipped with those
engines. The BMW Group is subdivided into the Auto-
motive, Motorcycles, Financial Services and Other Enti-
ties segments (the latter primarily comprising holding
companies and Group financing companies).

Bayerische Motoren Werke G. m.b. H. came into being
in 1917. Having been originally founded in 1916 as
Bayerische Flugzeugwerke AG (BFW), it finally became
Bayerische Motoren Werke Aktiengesellschaft (BMW AG)
in 1918. The BMW Group comprises BMW AG itself
and all subsidiaries over which BMW AG has either direct
or indirect control. BMW AG is also responsible for
managing the BMW Group as a whole. General condi-
tions on the world’s automobile and motorcycle markets
(such as the competitive situation, government policies,
statutory regulations), underlying trends within society
as well as changes in raw materials prices, exchange
rates and interest rates are some of the major external
factors that exert influence on business performance.

The BMW Group is one of the most successful makers of
cars and motorcycles worldwide and among the largest
industrial companies in Germany. With BMW, MINI
and Rolls-Royce, the BMW Group owns three of the
strongest premium brands in the automotive industry.
The vehicles manufactured by the BMW Group set ex-
ceptionally high standards in terms of aesthetics, dynam-
ics, technology and quality and are the culmination of
concerted expertise in engineering and innovation. In
addition to its strong position in the motorcycles market,
the BMW Group also offers its customers a successful
range of financial services. In recent years, it has also
established itself as a leading provider of premium ser-
vices for individual mobility. At the end of the reporting
period, the BMW Group employed a workforce of
122,244 people worldwide.

Long-term thinking and responsible action have long
been the cornerstones of the BMW Group's success.

Striving for ecological and social sustainability along the
entire value-added chain, taking full responsibility for
products and giving an unequivocal commitment to pre-
serving resources are prime objectives firmly embedded
in the BMW Group’s corporate strategy. As a result of
these endeavours, the BMW Group has ranked among
the most sustainable companies in the automotive in-
dustry for many years.

The BMW Group operates on a global scale and is repre-
sented in more than 150 countries worldwide. Its research
and innovation network spans 13 locations in five

countries. At 31 December 2015, the Group’s production
network comprised a total of 30 locations in 14 countries.

BMW 3 Series and 4 Series models as well as petrol and
diesel engines are manufactured at the BMW Group
plant in Munich. BMW 1, 3 and 4 Series models as well
as the 2 Series Gran Tourer, the Z4 Roadster and the X1
are produced at the Regensburg plant. The BMW 3 Series
Gran Turismo, the BMW 4 Series Gran Coupé, models
of the BMW 5, 6 and 7 Series and also hybrid BMW 5 and
7 Series vehicles are manufactured at the BMW Group
plant in Dingolfing. Chassis and drive components are
also produced at this plant. Models of the BMW 1 and

2 Series as well as the electrically powered BMW i3 and
the BMW 8 hybrid sports car are manufactured at the
Group’s Leipzig site. The BMW 3 Series Sedan is assem-
bled at the plant in Rosslyn (South Africa). The BMW X3,
X4, X5 and X6 models are all manufactured at the Group’s
plant in Spartanburg (USA). The BMW X1 and various
models of the BMW 3 and 5 Series are built exclusively
for the Chinese market at the two plants operated by
the BMW Brilliance Automotive Ltd. joint venture in
Shenyang (China). Various models are also produced at
the BMW Group plants in Chennai (India) and Rayong
(Thailand). Production at the BMW Group’s newest plant
in Araquari (Brazil) currently includes the BMW 3 Series
Sedan, the 1 Series 5-door model, the X3 and the X1 as
well as the MINI Countryman.

A variety of components that supply the Group’s world-
wide production network are manufactured at the
plants in Landshut and Wackersdorf. The Eisenach site
makes special-purpose metalworking tools for the pro-
duction network. The manufacturing sites in Moses Lake
(USA) and Wackersdorf - both part of the SGL Auto-
motive Carbon Fibers (ACF) joint operations - supply
carbon fibre and carbon fibre fabrics for the production
of BMW i models and the new BMW 7 Series. The BMW
Group’s largest engine manufacturing plant in Steyr
(Austria) makes both petrol and diesel engines for the
various BMW and MINI plants. In 2016, the joint venture
BMW Brilliance Automotive Ltd. opened an engine plant
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in Shenyang (China), which supplies petrol engines to
its neighbouring plants.

The primary function of the BMW Group’s partner plants
is to serve nearby regional markets. BMW and MINI cars
are currently also produced in Jakarta (Indonesia), Cairo
(Egypt), Kaliningrad (Russia) and Kulim (Malaysia).

MINI 3- and 5-door models and the MINI Clubman are
currently manufactured at the site in Oxford (United
Kingdom). The UK production triangle also includes the
components plant in Swindon and the engine plant at
Hams Hall, where petrol engines are manufactured for
MINI and BMW. In Graz (Austria), Magna Steyr Fahr-
zeugtechnik manufactures the MINI Countryman and,
since 2012, the MINI Paceman for the BMW Group.
The Dutch car manufacturer, VDL Nedcar bv (Born),
has been producing the MINI 3-door since 2014 and
the MINI Convertible since 2015 on behalf of the BMW
Group.

The Rolls-Royce Phantom, Ghost, Wraith and - since the
end of 2015 - the Dawn Convertible models are manu-
factured exclusively at the Goodwood plant (United
Kingdom).

BMW motorcycles are manufactured primarily at the
BMW Group plant in Berlin. Car brake discs are also pro-
duced at this location. Two further motorcycle produc-
tion plants are located in Manaus (Brazil) and Rayong
(Thailand).

The worldwide distribution network currently consists
of around 3,310 BMW, 1,550 MINI and 140 Rolls-Royce
dealerships. In China alone, around 60 BMW dealerships
were opened in 2015. Products and services are sold in
Germany through BMW Group branches and by inde-
pendent authorised dealers. Sales outside Germany are
handled primarily by subsidiary companies and by in-
dependent import companies in a number of markets.
The dealership and agency network for BMW 1 currently
covers some 950 locations. The BMW motorcycles sales
network is organised in a similar way to that of the
Group’s automobile business. Currently, there are
around 1,150 BMW Motorrad dealerships worldwide.

The BMW Group’s premium brands (BMW, MINI and
Rolls-Royce) are widely known and highly admired
around the globe for their innovative technologies
and state-of-the-art design. The BMW Group provides
the full spectrum of individual mobility, ranging from
premium-segment small vehicles through to highly luxu-
rious and powerful vehicles. The MINI brand is a veritable
icon in the premium small car segment, offering un-

rivalled driving pleasure in its class. Rolls-Royce has a
long tradition in the ultra-luxury segment stretching
back over 112 years. Our core BMW brand caters to a
broad array of customer wishes, ranging from fuel-
efficient and innovative models equipped with Efficient
Dynamics through to high-performance, efficient
BMW M vehicles, which help bring the flair of motor-
sport to the roads. All BMW vehicles share one thing in
common - their impressive driving dynamics.

At the same time, the BMW Group continues to push
the boundaries of “premium” to a new level with its
BMW i models. Inspired to the core by the desire for even
greater sustainability, the BMW i epitomises the vehicle
of the future — with its electric drivetrain, revolutionary
lightweight construction, exceptional design and an en-
tirely newly conceived range of mobility services.

BMW Motorrad also focuses on the premium segment
with its range of products, comprising motorcycles for
the Sport, Tour, Roadster, Heritage, Adventure and
Urban Mobility segments. A wide range of accessories
and equipment is also available to provide customers
with additional safety and comfort.

The Financial Services segment comprises more than
50 entities and cooperation arrangements with local
financial services providers and importers on all conti-
nents, making it one of the world’s leading financial
service providers in the automobile sector. Its main line
of business is providing credit financing and leasing for
BMW Group brand cars and motorcycles to retail cus-
tomers. It also provides customers with access to a wide
range of insurance and banking products. The BMW
Group’s international multi-brand fleet business,
operating under the brand name “Alphabet”, provides
fleet financing products and comprehensive manage-
ment services for corporate car fleets in 18 countries.
Within the multi-brand financing line of business, credit
financing, leasing and other services are marketed to
retail customers under the brand name “Alphera”. Pro-
viding support to the dealer organisation, such as by
financing dealership vehicle inventories, rounds off the
segment’s product range.
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General Information on the BMW Group
Management System

The business management system applied by the
BMW Group follows a value-based approach, with a
clear focus on achieving profitable growth, increasing
the value of the business for capital providers and
safeguarding jobs. Corporate autonomy can only be
ensured in the long term if the available capital is
profitably employed. For this to be the case, the profit
generated must sustainably exceed the cost of equity
and debt capital.

The BMW Group’s internal management system is based
on a multilayered structure, with varying degrees of
detail applicable, depending on the level of aggregation.
Operating performance, for instance, is managed first

and foremost at segment level. In order to manage long-
term performance and assess strategic issues, addi-
tional key performance figures are taken into account at
Group level for controlling purposes. In this context,
the contribution made to business value growth during
the financial year is measured in terms of “value added”.
This approach is translated for operational purposes
at both Group and segment level by means of key finan-
cial and non-financial performance indicators (“value
drivers”). The link between value added and the rele-
vant value drivers is shown in a simplified form in the
following diagram.

Return on capital

Value added (RoCE/RoE)

{_

Return on sales

Capital turnover

.
—
—

Cost of capital

Due to the extremely high aggregate impact of vari-
ous factors, it is difficult to manage a business pro-
actively simply by focusing on value added. This
key indicator therefore only serves for intermediate
reporting purposes.

Relevant value drivers which could have a significant
impact on profitability and the value of the business are
defined for each controlling level. The financial and
non-financial value drivers referred to above are reflected
in the key performance indicators used to manage the
business.

In the case of project-related decisions, the system
incorporates a project-oriented control logic focused on
value-based and return-based performance indicators,
which provide a crucial basis for decision-making.

Management of operating performance at segment level
Operating performance at segment level is managed in
its most aggregated form on the basis of capital rates of
return. Depending on the business model, the segments

Average weighted cost
of capital rate

are measured on the basis of total return or the return on
equity capital, namely the return on capital employed
(RoCE) for the Automotive and Motorcycles segments
and the return on equity (RoE) for the Financial Ser-
vices segment. As an overall reflection of profitability
(return on sales), capital efficiency (capital turnover)
and other factors, these key performance indicators
provide a cohesive insight into segment performance
and changes in the value of the business.

Automotive segment

The most aggregated key performance indicator used
for the Automotive segment is the RoCE. This indicator
provides useful information on the success with which
capital is being employed as well as on operational
profitability. The RoCE is measured on the basis of seg-
ment profit before financial result and the average
amount of capital employed in segment operations. The
strategic target for the Automotive segment’s RoCE is
26 %.

Profit before financial result

RoCE Automotive = .
Capital employed
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Capital employed corresponds to the sum of all current
and non-current operational assets, less liabilities that
do not incur interest (e.g. trade payables). Non-interest-
bearing liabilities are those capital shares which are
available to the operative business without interest. These
include, for example, trade payables.

Due to the key importance of the Automotive segment
for the Group as a whole, consideration is also given

to additional key performance indicators, with varying
degrees of detail, which have a significant impact on
RoCE and hence on segment performance. The most
important of these value drivers are deliveries to cus-
tomers, segment revenues and - as the key performance
indicator for segment profitability - the operating re-
turn on sales. Average carbon emissions for the fleet
are also taken into account, reflecting their potential
impact on earnings in the short term in the form of
ongoing development expenses, and, in the long term,
the consequences of meeting regulatory requirements.
For these purposes, “carbon emissions for the fleet”
corresponds to average emissions of CO, for new cars
sold in the EU-28 countries.

Managing the business on the basis of key value drivers
makes it easier to identify the reasons for changes in
RoCE and to define suitable measures to influence its
development.

Motorcycles segment

As with the Automotive segment, operating performance
for the Motorcycles segment is managed on the basis of
RoCE. Capital employed is measured using the same
procedures as in the Automotive segment. The strategic
target for the Motorcycles segment’s RoCE is 26 %.

Profit before financial result
Capital employed

RoCE Motorcycles =

The number of vehicles delivered to customers is also
taken into account as a non-financial value driver.

Financial Services segment

As is common practice in the banking sector, the per-
formance of the Financial Services segment is measured
on the basis of return on equity. RoE is defined as seg-
ment profit before taxes, divided by the average amount

of equity capital attributable to the Financial Services
segment. The target is a sustainable return on equity
of at least 18 %.

Profit before tax
Equity capital

RoE Financial
Services

Strategic management at Group level

Strategic management, including quantification of the
financial impact of strategic issues on long-term fore-
casting, is performed primarily at Group level. The
most significant performance indicators for these pur-
poses are Group profit before tax and the size of the
Group’s workforce at the year-end. Group profit before
tax is a good overall measure of the Group’s perfor-
mance after consolidation procedures, and provides a
transparent basis for comparing performance, particu-
larly over time. The size of the Group’s workforce is
monitored as an additional key non-financial perfor-
mance indicator.

Information provided by these two key performance in-
dicators is supplemented by the measurement of value
added. This highly aggregated performance indicator
provides an insight into capital efficiency and the (op-
portunity) cost of capital required to generate Group
profit. Value added corresponds to the amount of earn-
ings over and above the cost of capital and gives an in-
dication of whether the Group is meeting the minimum
requirements for the rate of return expected by capital
providers. A positive value added means that a com-
pany is generating more additional value than the cost
of capital.

Value added Group = earnings amount — cost of capital
= earnings amount — (cost of capital rate x
capital employed)

Capital employed comprises the average amount of
Group equity employed during the year as a whole, the
financial liabilities of the Automotive and Motorcycles
segments, and pension provisions. “Earnings amount”
for these purposes corresponds to Group profit before
tax, adjusted for interest expense incurred in conjunc-
tion with the pension provision and on the financial
liabilities of the Automotive and Motorcycles segments
(earnings before interest expense and taxes).

in € million Earnings amount Cost of capital (EC + DC) Value added Group ——
2015 2014 2015 2014 2015 2014 —
BMW Group 9,723 —— 9,051 6,040 —— 5212 3,683 ——3839 —
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The cost of capital is the minimum rate of return ex-
pected by capital providers in return for the capital em-
ployed by the Group. Since capital employed com-
prises an equity capital element (e.g. share capital) and
a debt capital element (e.g. bonds), the overall cost of
capital rate is determined on the basis of the weighted
average rates for equity and debt capital, measured
using standard market procedures. The pre-tax average
weighted cost of capital for the BMW Group in 2015
was 12 %, unchanged from the previous year.

Value management used to control projects
Operations in the Automotive and Motorcycles seg-
ments are shaped, to a large extent, by life-cycle-driven
project work. Projects have a substantial influence on
future performance. Project decisions are therefore a
crucial component of financial management for the
BMW Group.

Decisions are taken on the basis of project calculations
measured in terms of the cash flows each individual
project is expected to generate. Calculations are made
for the full term of a project, i.e. for all future years in
which the project generates cash flows. Project deci-
sions are taken on the basis of the capital value and in-
ternal rate of return calculated for the project.

The capital value of a project indicates the extent to
which a project will be able to generate a positive contri-
bution to earnings over and above the cost of capital.
A project with a positive capital value enhances value
added and therefore results in an increase in the value
of the business. The internal rate of return of the project
corresponds to the average return on capital employed
in the project and, in terms of scope, is equivalent to
the multi-year average RoCE for an individual project. It
is therefore consistent with one of the key performance
indicators.

The criteria used for taking decisions as well as the
long-term impact on periodic earnings is documented
for all project decisions and incorporated in the long-
term Group forecast. This system enables an analysis of
the periodic reporting impact of project decisions on
earnings and rates of return over the term of each project.
The overall result is a cohesive controlling model.
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Report on Economic Position
General and Sector-specific Environment

General economic environment in 2015

The world economy grew at a rate of 3.1% in 2015. The
USA recorded robust growth, while the Chinese govern-
ment’s plan to transform the country’s economy to a
more stable, sustainable level continued to take effect.
Falling demand in China held down the growth rate, ex-
erting a particularly crippling impact on the economies
of raw material exporting countries such as Brazil and
Russia. Moreover, the prospect of the US Federal Reserve
Bank tightening its monetary policy additionally damp-
ened the outlook for emerging economies. These factors
resulted in further capital outflows, lower investment
and currency devaluation in many developing countries.
Despite signs of a resurgence of Greece’s problems, mar-
kets in the eurozone continued to recover.

After some initial doubt regarding the robustness of the
economy, the US Federal Reserve Bank set the expected
interest rate turnaround in motion. The upheavals on
capital markets feared by the financial market only had
a limited impact.

In the eurozone, economic output grew more strongly
than one year earlier, with a gross domestic product
(GDP) increase of 1.5 %, helped by the monetary policies
of the European Central Bank (ECB). At 1.7 %, Germany
again played an important role in driving the European
economy. France (+1.1 %) and Italy (+0.7 %) also recorded
higher growth rates for the twelve-month period.
Similarly, the majority of southern Europe’s economies
showed a year-on-year improvement. For example,
Spain at 3.2 % and Portugal, at 1.5 %, both contributed
towards the continued economic recovery of the
eurozone.

At 2.2%, the UK economy grew more slowly than one
year earlier. Nevertheless, as in all years since 2011, the
growth rate was higher than that of the eurozone. The
UK government made good use of the positive economic
environment to reduce the budget deficit to its lowest
level since 2007. Domestic consumer spending again
served as a pillar of the economy.

The cyclical upturn in the USA gained further momen-
tum in 2015. The growth rate stood at 2.4 %, marginally
higher than one year earlier. The upward trend of the
US economy, now reaching as far back as 2010, con-
tinues to benefit from robust levels of consumer spending.
The stable economic situation on one hand and the

expected rise in inflation on the other hand prompted
the Federal Reserve Bank to usher in the interest rate
turnaround in December 2015.

The Japanese economy was unable to gain any signifi-
cant momentum in 2015. With GDP growth at only
0.6 %, it was the weakest of all the G7 countries. The
Bank of Japan continued its expansionary monetary
policies throughout 2015.

In China, the realigned economic strategy introduced
by the government led to a moderate slowdown in the
pace of economic growth (+6.9 %), with the growth
rate falling below the 7 % mark for the first time since
1990. Despite the ongoing transformation from an
investment to a consumer-oriented economy and
sharp stock market corrections in both mid-2015 and
early 2016, the Chinese economy has shown itself to
be stable.

Apart from India at 7.4 %, the other BRIC states failed to
live up to expectations for growth in 2015. Brazil and
Russia, both of which rely on the export of raw materials,
recorded negative growth of 3.6 % and 3.8 % respectively.
Neither of these countries was able to find a way out
of the currently difficult situation and remained in re-
cession.

Currency markets

The US dollar averaged an exchange rate of 1.11 to
the euro in 2015 and was therefore significantly stronger
than in the previous year. The different direction in
monetary policy currently being pursued by the Euro-
pean Central Bank and the US Federal Bank (Fed) caused
the US dollar to appreciate in value against the euro
from US$ 1.16 to US$ 1.09 (based on monthly averages)
over the course of the twelve-month period.

The British pound also gained in value, rising to an
average annual exchange rate of 0.73 to the euro. Unlike
the Fed, the Bank of England (BoE) has not yet seen any
acute need to raise reference interest rates.

As its value is coupled to that of the US dollar, at 6.97,
the Chinese renminbi also gained in value against the
euro compared to the previous year. The upward trend
was temporarily halted when Chinese stock markets
witnessed a turbulent phase, only for some of the lost
ground to be regained by the end of the year.
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Exchange rates compared to the euro
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The Japanese yen gained moderately in value against
the euro during 2015, primarily due to the expansion
of money supply within the eurozone, and recorded an
annual average exchange rate of 134 yen to the euro.

The euro was stronger in 2015 compared to many of the
emerging market currencies, including those of Russia
and Brazil. Its annual average exchange rate increased by
approximately 19 % against the Brazilian real and by as
much as 33 % against the Russian rouble.

Energy and raw materials prices

After a brief decrease at the beginning of the year, the
price of Brent crude oil - the most relevant benchmark
for Europe - picked up again during the first half of
2015. In stark contrast, the price then proceeded to
plummet during the second six months of the year.
The average price per barrel over the year as a whole

was US dollar 54, down 46 % on the previous year. WTI,
the benchmark for crude oil in the USA, followed a
similar trend.

Steel price trend

(Index: January 2011 = 100)
130
120

110

l[ \\
: \&ﬂv&x
70 \

60 —_—
1M1 —12 —13 —14 —15

Source: Working Group for the Iron and Metal Processing Industry.

Oil price trend

Price per barrel of Brent Crude
/N

120 /A\‘/\

110 \ [~
g -

N

\/
90 / v

. \/

70
o N\
% \\VAZE\\
40 \/ \L_j\ Price in US Dollar
Price in €
" 12 13 14 15

Source: Reuters.



25 COMBINED MANAGEMENT REPORT

Precious metals price trend

(Index: December 2010 =100)
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Precious metals prices stabilised for a short period at the
beginning of the year, before continuing their long-term
downward trend for the remainder of the twelve-month
period. The drop in prices reflects overcapacities on
the supply side, combined with weak demand on world
markets.

There was no sign of a turnaround on the world’s steel
markets during the period under report. Here, too,
the general slide in raw materials prices was reflected
in lower steel prices year-on-year.

Automobile markets

Worldwide registrations of passenger cars and light com-
mercial vehicles grew by 3.3 % to 82.4 million units.
The two largest automobile markets, the USA and China,
were once again the mainstays driving this outcome.
Registration figures in China, for instance, increased by
8.9% to 20.5 million units. Although this number points
to a weaker performance than one year earlier, the
Chinese market nevertheless increased the gap between
itself and the US market, which grew by 5.7 % to 17.5 mil-
lion units.

Automobile markets in Europe picked up where they had
left off the previous year, growing by 9.2% (14.2 million
units) during the period under report. Excluding registra-
tions in Germany, the European market fared slightly
better with a 10.3 % increase to 11.0 million units. The
German automobile market grew by 5.6 % to 3.2 million
units and therefore accounted for nearly a quarter of all
new registrations in Europe (22.6 %). France (1.9 million
units; +6.8 %) and Italy (1.6 million units; +15.5 %) both
saw robust growth, which also contributed to the re-
covery. Europe’s growth was also helped by a repeated

dynamic performance in Spain (1.0 million units;
+20.9 %). Registrations in the United Kingdom were
6.3 % higher at 2.6 million units.

Japan’s automobile market contracted in 2015, with
new registrations falling and totalling only 4.9 million
units (-9.8%).

Automobile markets in major emerging economies
continued to suffer from recession in 2015. The Russian
market shrank by more than one-third (1.5 million
units; —36.0 %) and the Brazilian market by a good quar-
ter (2.5 million units; -25.7%).

Motorcycle markets

The world’s motorcycle markets in the 500 cc plus class
grew by 4.7 % in 2015. Motorcycle registrations in Europe
were up by 8.5 %, mainly due to a sharp recovery in
southern Europe. Italy recorded double-digit growth,
with registrations 11.3 % up on the previous year. Ger-
many’s motorcycle market reported a 4.5 % increase,
while France finished at a similar level to the previous
year (+0.3 %). The US market grew by 3.6 %.

Financial services markets

While the majority of industrialised countries witnessed
an improvement in economic fundamentals in 2015,
market conditions were highly unfavourable for some of
the world’s major emerging economies.

After a slow start to the year, the US economy and em-
ployment market returned to an upward trend as from
the second quarter. The rate of inflation remained ex-
tremely low throughout the year, initially prompting the
Fed to adopt a “wait-and-see” approach regarding an
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interest rate rise. The reference interest rate was finally
increased by 0.25 % in December 2015, the first rise
announced for almost ten years.

The ECB launched a large-scale bond-buying programme
in March 2015, with the dual objective of propping up
the eurozone’s economy and combating low inflation.
Helped by a combination of the low price of oil, a weak
euro and low interest rates, the euro zone managed to
stage a moderate economic recovery. The hoped-for in-
crease in inflation rates, however, proved elusive, mainly
due to lower energy prices.

The UK economy grew at a stable pace in 2015. The Bank
of England nevertheless refrained from increasing its
reference interest rate, mainly in light of the persistently
low rate of inflation.

A continuation of the economic slowdown in 2015, ac-
companied by high volatility on the Shanghai stock ex-
change, led to the Chinese economy contributing less to
global economic growth than in the previous year. The
Chinese central bank intervened with a series of interest
rate cuts, curtailing the renminbi’s upward trend.

The export-dependent Japanese economy suffered from
the slower rate of growth in China and a return to more
cautious consumer spending during the twelve-month
period under report. The Bank of Japan’s expansive mon-
etary policies helped the country avoid slipping into re-
cession in 2015.

Moderate price increases were observable in the premium
segment of Europe’s used car markets in 2015, while
prices in Asia remained stable and even fell slightly in
North America. Selling prices fluctuated within normal
ranges.
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Report on Economic Position
Overall Assessment by Management
Financial and Non-financial Performance Indicators

Overall assessment of business performance

The BMW Group has every reason to be satisfied with its
performance in 2015. The overall picture was pleasing
in terms of results of operations, financial position and
net assets. Overall, management expectations for the
period were therefore met. This assessment also takes
into account events after the end of the reporting period.

Financial and non-financial performance indicators

In the following section, we report on the principal finan-
cial and non-financial performance indicators used as
the basis for managing the BMW Group and its segments.
As part of the review of operations and the financial
condition of the BMW Group, forecasts made the pre-
vious year for the financial year 2015 are compared with
actual outcomes in 2015.

BMW Group

Profit before tax

Despite facing strong competition on the world’s auto-
mobile markets and investing heavily in new technologies
as well as in the expansion of its production network, the
BMW Group remained firmly on course in 2015. Profit
before tax came in at a new all-time high of €9,224 mil-
lion (2014: €8,707 million; +5.9 %). In addition to gen-
erally strong demand for the Group’s brands, earnings
also increased on the back of favourable currency fac-
tors. Good contributions to earnings also came from the
BMW X6 and X4 models launched at the end of 2014,
as well as from the BMW 2 Series with its various new
models and from the new MINI 3- and 5-door models.

As predicted in the outlook for the financial year 2015,
the Group’s profit before tax achieved a solid growth
and was therefore in line with expectations.

Workforce at year-end

At the end of 2015, the BMW Group employed a work-
force of 122,244 people (2014: 116,324 people; +5.1%).
This solid increase in the workforce mainly reflects
strong demand for the BMW Group’s brands of automo-
biles and motorcycles as well as the broader range of
mobility services now on offer. The BMW Group also
recruited skilled staff aimed at the increasingly digitali-
sation and at driving the continued development of
electric mobility.

As predicted in the outlook for the financial year 2015,
there was a solid increase in size of the BMW Group’s
workforce, which was therefore in line with expectations.

Automotive segment

Sales volume

The Automotive segment sold a record number of ve-
hicles for the fifth year in succession. Despite the in-

creasing normalisation of the market in China and the
tense geopolitical situation worldwide, most notably
the conflict hot spots in the Middle East, sales of BMW,
MINTI and Rolls-Royce brand vehicles grew by a solid
6.1% to 2,247,485" units (2014: 2,117,965" units). The
upward trend reflects the success of numerous new
models, including the expanded range of BMW 2 Series
models launched internationally during the year under
report. The MINI 3- and 5-door models introduced in
2014 also made an important contribution. This perfor-
mance enabled the BMW Group to retain a leading posi-
tion in the premium segment worldwide.

The number of BMW brand vehicles sold during the
twelve-month period increased to 1,905,234 units (2014:
1,811,719" units; +5.2 %). MINI recorded a significant
sales volume increase of 12.0 % during the year under
report (338,466 units; 2014: 302,183 units). Rolls-Royce
Motor Cars sold 3,785 units (2014: 4,063 units; - 6.8 %).

As predicted in the Annual Report 2014 for the finan-
cial year 2015, the total number of cars sold by the
BMW Group rose by 6.1 % and was therefore in line
with expectations.

Fleet carbon emissions®

The BMW Group continually strives to reduce fuel con-
sumption and carbon emissions by deploying innovative
technologies developed in conjunction with the Group’s
Efficient Dynamics strategy. The outcome of these en-
deavours is highly efficient combustion engines and
electric drive systems that set standards in terms of both
dynamic flair and driving pleasure. The volume of car-
bon emissions produced by our vehicle fleet sold in
Europe was reduced slightly to 127 grams CO, /km
(2014: 130 grams CO, /km; —2.3 %) during the year un-
der report.

As predicted in the outlook for the full year 2015, carbon
fleet emissions fell slightly and were therefore in line
with forecast.

Revenues

Segment revenues rose by 13.8 % to €85,536 million
(2014: €75,173 million), driven by a strong sales volume
performance and favourable currency factors. The re-
vised forecast for the year from a solid increase to a
significant increase, as communicated in the Quarterly
Report to 31 March 2015, was therefore borne out. In
the Annual Report 2014, the forecast had been a solid in-
crease in Automotive segment revenues.

" Including the joint venture BMW Brrilliance Automotive Ltd., Shenyang (2014
275,891 units, 2015: 282,000 units).
?EU-28.
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EBIT margin and return on capital employed

The EBIT margin in the Automotive segment (profit be-
fore financial result divided by revenues) came in at 9.2 %
(2014: 9.6 %; — 0.4 percentage points). As predicted, the
EBIT margin from automobile business was within the
target range of between 8 and 10 % and thus in line with
forecasts.

The return on capital employed (RoCE) amounted to
72.2% (2014: 61.7 %; +10.5 percentage points). The
higher-than-expected increase in RoCE reflects the
pleasing upward trend in earnings on the one hand
and the rigorous management of capital employed on
the other. A number of other factors also influenced
RoCE, including transactions with other segments, the
higher volume of business with service and Connected
Drive contracts as well as efficiency improvements in
investing activities. In the Annual Report 2014, a
moderate decrease in RoCE was predicted. The rate
achieved by the Automotive segment was therefore
well above the minimum target of 26 %.

Motorcycles segment

Sales volume

In a highly favourable market environment, most notably
in Europe, BMW Motorrad achieved a significant in-
crease of 10.9 % with a sales volume of 136,963 units
(2014: 123,495 units). This performance was therefore
better than the solid increase forecast in the Annual
Report 2014. Apart from the robust market environment

and BMW Motorrad’s attractive model range, mild
weather conditions at the end of the year also gave the
strong performance additional tailwind.

Return on capital employed

The Motorcycles segment generated a return on capital
employed (RoCE) of 31.6 % in the year under report
(2014: 21.8%; +9.8 percentage points), a solid increase
on the previous year. In the Quarterly Report at 30 June
2015, the outlook was for a slight increase in RoCE
(outlook in the Annual Report 2014: RoCE in line with
the previous year’s level). Contributing factors for the
improved performance were higher sales volume, a sus-
tained high-value model mix and the positive impact
of the new brand strategy embarked upon in 2014.

Financial Services segment

Return on equity

The return on equity (RoE) generated by the Financial
Services segment improved to 20.2 % in the year under
report (2014: 19.4 %; +0.8 percentage points), helped by
a strong operating performance and a stable risk pro-
file. As predicted in the Annual Report 2014, RoE was
in line with the previous year’s level and therefore re-
mained ahead of the minimum target of 18 %.

The following overall picture arises for the principal per-
formance indicators utilised by the BMW Group and its
segments:

Comparison of 2015 forecasts with actual outcomes 2015

Forecast for 2015 Forecast revision Actual outcome —
in 2014 Annual Report during the year in2015

BMW Group
Profit before tax solid increase —— € million 9,224 (+5.9%) —
Workforce at year-end solid increase 122,244 (+5.1%) —
Automotive segment
Sales volume' solid increase units 2,247,485 (+6.1%) —
Fleet emissions? slight decrease —gCO,/km 127 (-2.3%) —
Revenues solid increase —— Q1: significantincrease —— € million 85,536 (+13.8%) —
EBIT margin target range between 8 and 10 % % 9.2 (-0.4%pts) —
Return on capital employed moderate decrease % 72.2 (+10.5%pts) —
Motorcycles segment
Sales volume solid increase units 136,963 (+10.9%) ——
Return on capital employed in line with last year’s level Q2: slightincrease % 31.6 (+9.8%pts) —
Financial Services segment
Return on equity in line with last year’s level % 20.2 (+0.8%pts) —

T Including the joint venture BMW Brilliance Automotive Ltd., Shenyang (2015: 282,000 units).

2EU-28.
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Report on Economic Position
Review of Operations

AUTOMOTIVE SEGMENT

Solid sales volume growth

The BMW Group sold 2,247,485 BMW, MINI and
Rolls-Royce brand vehicles worldwide in 2015, thereby
setting a new record for the fifth year in succession
(2014: 2,117,965 units; +6.1%). Sales of BMW models
climbed by a solid 5.2 % to 1,905,234 units (2014:
1,811,719 units). MINI recorded even more impressive
growth, with sales rising by 12.0 % to 338,466 units (2014:
302,183 units). Rolls-Royce Motor Cars sold 3,785 ultra-
luxury sedans, moderately down on the previous year’s
high level (2014: 4,063 units; - 6.8 %).

BMW Group - key automobile markets 2015
as a percentage of sales volume

China’
Other

USA

Japan
Italy
France

Great Britain Germany

Europe showing good signs of recovery
In a mostly friendly market environment in Europe,

sales of BMW, MINI and Rolls-Royce brand vehicles rose  china’ 20.6 France 35
by 9.4 % to a total of 1,000,427 units, surpassing the one- USA 18.1 Italy 32
million threshold for the first time (2014: 914,587 units).  Germany 12.7 Japan 3.1
The number of vehicles sold in Germany was 5.0 % up Great Britain 10.3 Other 285
on the previous year (286,098 units; 2014: 272,345 units).
Business in Great Britain also developed very posi-
tively, with sales rising to a total of 230,982 units (2014:
205,071 units; +12.6 %). The pace of growth in Asia brands in Asia during the year under report (2014:
slowed somewhat, mainly reflecting the anticipated 658,384  units; +4.2%). The sales volume figure of
normalisation of the Chinese automobile market. The 464,086 units for China was slightly up on one year
BMW Group sold a total of 685,792 units of its three earlier (2014: 456,732 units; +1.6 %). Sales in the
BMW Group sales volume of vehicles by region and market
in 1,000 units
2,400
2,200 Europe
2,000
1,800
1,600
1,400 thereof Germany
1,200 Asia”
1,000 thereof China”

800

600 Americas

400 thereof USA

200

Other markets
1 12 13 14 15

Europe 858.4 865.4 859.5 914.6 1,000.4
— thereof Germany 285.3 287.4 259.2 272.3 286.1
Asia” 375.5 493.4 578.7 658.4 685.8
— thereof China’ 233.6 327.3 391.7 456.7 464.1
Americas 380.3 425.3 463.8 482.3 495.9
— thereof USA 306.3 348.5 376.6 397.0 405.7
Other markets 54.8 61.1 61.8 62.7 65.4
Total” 1,669.0 1,845.2 1,963.8 2,118.0 2,247.5

. Including the joint venture BMW Birilliance Automotive Ltd., Shenyang (2011: 94,400 units, 2012: 141,165 units, 2013: 198,542 units, 2014: 275,891 units, 2015: 282,000 units).
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Americas region increased by 2.8 % to 495,897 units
(2014: 482,257 units), the USA accounting for
405,715 units, 2.2 % up on the previous year (2014:
396,961 units).

Solid growth for the BMW brand”

The BMW brand marked another highly successful
performance in the premium segment during the year
under report. The BMW X5 as well as the BMW 4, 5
and 6 Series, for instance, all continued to head their
relevant segments.

With the Coupé and Convertible body variants now re-
ported as part of the new 2 Series, sales of the BMW 1 Se-
ries, at 182,158 units, were nominally below the previous
year’s level (2014: 190,033 units; —4.1%). The BMW 2 Se-
ries has been a highly popular customer choice since its
launch, with 157,144 units sold during the twelve-month

period under report (2014: 41,038 units). Sales figures
for the BMW 3 Series were also nominally down year-on-
year, at 444,338 units, reflecting the fact that the Coupé
and Convertible body variants are now reported as
part of the BMW 4 Series (2014: 480,214 units; -7.5%).
Customers took delivery of a total of 152,390 units of
the BMW 4 Series during the period under report (2014:
119,580 units; +27.4 %). Now nearing the end of its life
cycle, at 347,096 units, sales of the BMW 5 Series did
not quite match the previous year’s high figure (2014:
373,053 units; —7.0 %). Owing to the model change at
the end of 2015, worldwide sales of the BMW 7 Series
fell to 36,364 units (2014: 48,519 units; —25.1%). Now
in its sixth generation, this luxury class model has at-
tracted extremely positive feedback from the trade
press and from customers alike, raising expectations
of a perceptible resurgence in sales figures during
2016.

Sales volume of BMW vehicles by model variant”

in units

2015 2014 Change Proportion of =——

in % BMW sales volume

2015in %
BMW 1 Series 182,158 190,033 -4.1 96 —
BMW 2 Series 157,144 41,038 - 83 —
BMW 3 Series 444,338 480,214 -75 233 —
BMW 4 Series 152,390 119,580 274 80 —
BMW 5 Series 347,096 373,053 -7.0 182 —
BMW 6 Series 20,962 23,988 -12.6 1.1 —
BMW 7 Series 36,364 48,519 -25.1 19 —
BMW X1 120,011 156,471 -23.3 63 —
BMW X3 137,810 150,915 -8.7 73 —
BMW X4 55,050 21,688 - 29 —
BMW X5 168,143 147,381 141 88 —
BMW X6 46,305 30,244 53.1 24 —
BMW Z4 7,950 10,802 -26.4 04 —
BMW i 29,513 17,793 65.9 15 —

BMW total 1,905,234 1,811,719 5.2 100.0

: Including the joint venture BMW Brilliance Automotive Ltd., Shenyang (2014: 275,891 units, 2015: 282,000 units).

The BMW X family also continued to perform well in
2015, with worldwide deliveries to customers totalling
527,319 units (2014: 506,699 units; +4.1%). Sales of
the BMW X5 rose by 14.1% to 168,143 units (2014:
147,381 units). With 137,810 units sold in 2015, the
BMW X3 remained below its previous year’s level (2014:
150,915 units; — 8.7 %). The BMW X4 more than doubled

sales volume during the twelve-month period
(55,050 units; 2014: 21,688 units). As a result of the
model change, sales of the BMW X1, at 120,011 units,
were lower than one year earlier (2014: 156,471 units;
-23.3%). The second-generation BMW X1 first appeared
in showrooms at the end of October 2015 and is set to
continue its predecessor’s success story in 2016.
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Significant increase for the MINI brand

MINI sales grew by 12.0 % worldwide to 338,466 units
(2014: 302,183 units), helped primarily by the popularity
of the new MINI 3- and 5-door models, of which a total
of 221,982 units were delivered to customers (2014:

140,051 units; +58.5%). Sales of the MINI Countryman
totalled 80,230 units (2014: 106,995 units; —25.0%).
The new MINI Clubman became available towards the
end of October, since then approximately 8,000 units
have been sold.

Sales volume of MINI vehicles by model variant

in units

2015 2014 Change Proportion of —

in % MINI sales volume

2015in %
MINI 3- and 5-door 221,982 140,051 58.5 656 —
MINI Convertible 14,145 17,327 -18.4 42 —
MINI Clubman 8,003 13,326 -39.9 24 —
MINI Countryman 80,230 106,995 -25.0 237 —
MINI Coupé 2,784 3,816 -27.0 08 —
MINI Roadster 3,075 5,101 -39.7 09 —
MINI Paceman 8,247 15,567 -47.0 24 —

MINI total 338,466 302,183 12.0 100.0

Rolls-Royce moderately down on previous year’s

high level

In sales volume terms, Rolls-Royce Motor Cars reported
the second-best year in its history (3,785 units; 2014:
4,063 units; - 6.8 %). The Rolls-Royce Wraith recorded

the sale of 1,688 units (2014: 1,906; -11.4 %). Sales of the
Rolls-Royce Ghost rose slightly by 3.5 % to 1,609 units
(2014: 1,555 units).

Sales volume of Rolls-Royce vehicles by model variant

in units

2015 2014 Changein% =—
Phantom 488 602 -189 —
Ghost 1,609 1,555 35 —
Wraith 1,688 1,906 -114 —
Rolls-Royce total 3,785 4,063 -6.8

High capacity utilisation throughout production network
Strong demand and the production start-up of numerous
new models resulted in very high capacity utilisation
levels throughout the BMW Group’s production net-
work. At the same time, the process of expanding inter-
national production sites was continued apace. The
production network comprises 30 locations in 14 coun-
tries worldwide.

The network set new production volume records in 2015,
making a total of 2,279,503  units (2014: 2,165,566 units;

+5.3%), comprising 1,933,647 BMW (2014: 1,838,268
units; +5.2%), 342,008 MINI (2014: 322,803 units; +5.9 %)
and 3,848 Rolls-Royce brand vehicles (2014: 4,495 units;
-14.4%).

Internationalisation of production network making
good progress

Following global market developments, the BMW Group
has continued to expand its international production

" Including the joint venture BMW Brilliance Automotive Ltd., Shenyang
(2014: 287,466 units, 2015: 287,755 units).
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Vehicle production of the BMW Group by plant

in units

2015 2014 Change Proportion of =—

in % production in %

Munich 221,998 228,126 -2.7 9.7 —
Dingolfing 360,804 369,027 -2.2 158 —
Regensburg 304,509 272,015 11.9 134 —
Leipzig 233,656 211,434 10.5 103 —
Rosslyn 71,353 68,771 38 31 —
Spartanburg 400,904 349,949 14.6 176 —
Dadong’ 142,767 143,390 -0.4 63 —
Tiexi' 144,988 144,076 0.6 6.4 —
Rayong 8,928 6,012 48.5 04 —
Araquari 9,936 5616 76.9 04 —
Chennai 7,716 4,824 60.0 03 —
Oxford 201,206 179,318 12.2 88 —
Graz (Magna Steyr)? 82,655 113,401 -27.1 36 —
Born (VDL Nedcar)? 57,019 29,196 95.3 25 —
Goodwood 3,848 4,495 -14.4 02 —
Partner plants 27,216 35,916 -24.2 12 —
BMW Group 2,279,503 2,165,566 5.3 100.0

" Joint venture BMW Birilliance Automotive Ltd., Shenyang.
2 Contract production.

network with the aim of ensuring a balanced distribution
of value added along the production chain.

In North America, the expansion of the plant in Spartan-
burg, USA, continues to make good progress. A new,
state-of-the-art vehicle body manufacturing facility is
currently under construction, as part of the investment
programme announced in 2014. Annual production at
the plant achieved a new record of over 400,000 units in
the year under report. In terms of production volume,
the Spartanburg plant is therefore the largest in the BMW
Group’s network.

In San Luis Potosi, Mexico, preparations for constructing
the new plant are running on schedule. A local train-
ing centre has already been opened at the site and the
first employees recruited. The plant is due to commence
operations in 2019.

The comprehensive expansion of the BMW Group plant
in Araquari, Brazil, was completed in September 2015.
The manufacturing infrastructure at the site now in-
cludes body-making, a paint shop and assembly facilities.
The BMW 1 Series 5-door version, the BMW 3 Series Se-
dan, the BMW X1, the X3 and the MINI Countryman are

currently built in Araquari. Only one year after produc-
tion officially began, the 10,000th vehicle has already
rolled off the production lines.

In Europe, the British production triangle comprising
the MINI plant in Oxford, the components plant in
Swindon and the engine production facility in Hams
Hall is a fundamental element of the BMW Group’s pro-
duction network. At the end of 2015, production at
the Oxford plant comprised the MINI 3- and 5-door ver-
sions and the new MINI Clubman.

In order to secure greater capacity for the planned growth,
since 2014 the MINI 3-door model is also being pro-
duced for the BMW Group at the Dutch carmaker VDL
Nedcar in Born. Since 2015, VDL Nedcar has also been
producing the MINI Convertible. The MINI Countryman
and MINI Paceman models are being produced under
contract by the company Magna Steyr Fahrzeugtechnik
in Graz, Austria. This additional capacity with external
partners provides the BMW Group’s production network
with even greater flexibility.

At the home of Rolls-Royce in Goodwood (United King-
dom), important construction work was carried out to
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convert and expand the plant throughout 2015. The BMW
Group is investing in a new single-line production system
at this site as the basis for ensuring the brand’s innova-
tive product strategy in the long term. The new tech-
nology and logistics centre in Bognor Regis near Good-
wood was opened as planned. Moreover, Rolls-Royce
Motor Cars recruited 100 new employees during the
period under report.

In Rosslyn (South Africa) the one-millionth BMW 3 Series
vehicle rolled off the production line in February 2015.
In 1973, the plant was opened as the BMW Group’s first
international manufacturing facility and is now an im-
portant part of the network. Within the next few years,
the plant will discontinue production of the BMW 3 Se-
ries and begin making the successor to the current
BMW X3.

In Shenyang (China), BMW Brilliance Automotive Ltd.
(BBA) produced its one-millionth vehicle during the
period under report. BBA is a joint venture of the BMW
Group and its partner Brilliance China Automotive
Holdings Ltd. Its two plants in Dadong and Tiexi manu-
facture the BMW 3 Series long-wheelbase version, the
BMW 3 Series Sedan, the BMW 5 Series long-wheelbase
version, the BMW 5 Series Plug-in Hybrid and the
BMW X1 for the Chinese market.

The manufacturing sites in Chennai (India) and Rayong
(Thailand) complete the BMW Group’s production net-
work. Last year, the plant in Thailand celebrated its 15th
anniversary and expansion work was continued at the
plant at the same time. It is the only production facility
within the network that produces not only BMW and
MINI vehicles, but also BMW motorcycles.

At the Group’s partner plants, which mostly serve
their regional markets, a total of 27,216 vehicles were
produced during the period under report. These part-
ner plants include those in Kaliningrad (Russia), Cairo
(Egypt), Jakarta (Indonesia) and Kulim (Malaysia).

Introduction of modular engine concept practically
completed

In January 2016, the new engine manufacturing plant,
which includes a foundry, was commissioned in Shen-
yang (China) and now supplies engines for vehicle pro-
duction for the Chinese market. With Munich, Hams
Hall (United Kingdom) and Steyr (Austria), the BMW
Group now manufactures engines at a total of four lo-
cations. Moreover, since 2014 the new modular engine
has been introduced in the engine plants step by step,

expanding options for a flexible production system with
uniform production and process standards.

Production of modular engines at the Steyr plant was
increased in 2015. At the same time, the development
centre for diesel engines, which is connected with the
plant, is currently being expanded. The Hams Hall en-
gine plant makes 3- and 4-cylinder petrol engines for
BMW and MINI and is also the exclusive manufacturer
of 3-cylinder petrol engines for the BMW 8.

Strong production base in Germany

Apart from the expansion of the international production
network, the German plants are an important focus of
ongoing development. For the fifth time in succession,
the BMW Group produced a total of over one million
vehicles at its plants in Munich, Dingolfing, Regensburg
and Leipzig.

Thanks to their innovative strength, the plants in Ger-
many play a leading role within the international pro-
duction network and are often the inspiring source
of impetus for the global network as a whole. Digitalisa-
tion, modular concepts and intelligent composite manu-
facture are examples that demonstrate the outstanding
expertise of the production network.

Digitalisation in particular will contribute towards help-
ing the network produce even more flexibly and effi-
ciently. The use of IT-supported technologies in produc-
tion and logistics makes it possible to design even highly
complex workflows, such as through the use of flexible
robot systems, intelligent tools for staff, simulation, and
automated data collection and analysis.

With the production start-up of the new BMW 7 Series,
employees at the Dingolfing plant have proved that
innovation can be combined with complex production
processes. The intelligent composite manufacture is
particularly obvious in the new BMW 7 Series, where
carbon-fibre reinforced polymer (CFRP) is exclusively
used in the passenger compartment. The body struc-
ture, known as Carbon Core, is based on a technology
transfer from the BMW i models. The utilisation of ultra-
lightweight CFRP material and a comprehensive light-
weight design concept make the new 7 Series models
up to 130 kg lighter than their predecessors.

Despite the BMW 7 Series model change, with a total
of around 360,000 units manufactured in 2015, the
Dingolfing plant registered the second-highest annual
production figure in its history. At the same time,
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expansion and modification work at the Dingolfing plant,
which has been ongoing since the end of 2012, made
good progress during the year under report. The BMW
Group is currently investing substantial amounts in the
Dingolfing site in preparation for future vehicle models
and upcoming technologies.

Extensive refurbishment measures were also commenced
at the main plant in Munich in 2015. By mid-2017, a
state-of-the-art painting line will be completed that
meets the utmost standards in terms of profitability and
efficient use of resources. The new building is part of an
extensive investment programme that also includes the
enlargement of the body-making section and vehicle
assembly as well as parts of the logistics department. At
the present time, around 1,000 vehicles a day are rolling
off production lines at the BMW Group’s Munich plant,
including the BMW 3 Series Sedan, the BMW 3 Series
Touring, the BMW 4 Series Coupé, the BMW M4 Coupé
and, since the end of 2015, the BMW 3 Series Plug-in
Hybrid.

The BMW Group’s Regensburg plant raised production
volume by almost 12 % year-on-year, manufacturing more
than 300,000 units during the period under report. In the
course of the year, the six-millionth vehicle rolled off
the production line since the plant was first opened in
1986. Furthermore, production of three new models,
the BMW 1 Series, the 2 Series Gran Tourer and the X1
all started during 2015.

At the Leipzig plant, growing demand for electric vehicles
worldwide resulted in annual production of the BMW i
vehicles increasing to over 30,000 units. The BMW 13 is
one of the three best-selling electric vehicles both in the
USA and on markets worldwide. The team in Leipzig is
currently producing around 120 BMW i models daily. After
the success of the BMW 8, since 2015 the BMW 225xe
Active Tourer is the second model featuring a plug-in
hybrid drive system to be manufactured at the plant.
Production of the new BMW M2 also started in Leipzig
in 2015, with vehicles produced for the most part in

a flexible mix with all other models of the BMW 1 and
2 Series.

The growing demand for passenger vehicles also resulted
in high-capacity utilisation at the Landshut plant during
the year under report. The main focus during 2015
was on the start-up of components production for the
BMW brand'’s flagship model, the BMW 7 Series, includ-
ing production of structural components, light metal die-
cast engine components, CFRP body structure parts,

bumpers and other plastic add-on components. Further-
more, the new strategy for the plant continued to make
good progress. The aim is to make the components plant
even more flexible and thus increase the site’s long-term
competitiveness. Trendsetting lightweight construction
technologies will play a key role in achieving this end.

The Wackersdorf Innovation Park is the logistical hub for
materials management and just-in-sequence supply to
BMW Group plants in ten different countries. Further-
more, the dashboards for several plants are produced in
Wackersdorf.

SGL Automotive Carbon Fibers (SGL ACF), the joint
operation of the BMW Group with the SGL Group, is
also based in Wackersdorf. In Moses Lake, USA, SGL
ACF operates a carbon fibre production plant that is
powered by hydroelectricity and supplies carbon fibres
to the SGL ACF plant in Wackersdorf, where they are
processed into textile parts.

The expansion of the BMW Group’s Eisenach plant con-
tinued as planned in 2015. The site is being extended to
include new buildings and additional production floor
space. Moreover, a state-of-the-art Servo tryout press is
being installed. The project is scheduled for completion
in 2016. The Eisenach plant is one of the three BMW
Group locations worldwide that builds pressing tools.
In addition, some 250 employees at the Eisenach plant
manufacture the majority of the outer body parts
from sheet metal, aluminium and stainless steel for the
Rolls-Royce plant in Goodwood (United Kingdom) as
well as parts for the production of BMW motorcycles in
Berlin.
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MOTORCYCLES SEGMENT

BMW Motorrad reports significant growth in business
The Motorcycles segment profited from a positive market
environment during the period under report, achieving a
new sales volume record for the fifth year in succession.
The number of BMW motorcycles sold to customers world-
wide rose by 10.9 % to 136,963 units (2014: 123,495 units).

Motorcycle sales particularly strong in Europe

The number of motorcycles sold in Europe in 2015 to-
talled 81,834 units (2014: 73,611 units), an increase of
11.2%. In Germany, BMW Motorrad reported a solid in-
crease of 9.7 % with a sales volume of 23,823 units (2014:
21,714 units). Italy also saw a year-on-year improvement,
with sales 6.3 % up at 11,150 units (2014: 10,487 units).
Deliveries to customers in France, at 12,550 units, were
also higher than one year earlier (2014: 11,600 units;
+8.2%), even though the market as a whole remained
flat. The Motorcycles segment sold 16,501 units in the
USA (2014: 15,301 units; +7.8 %).

New models performing well

A number of new models helped the Motorcycles seg-
ment deliver another outstanding performance in 2015.
The F 800 R was launched in time for the beginning of
the 2015 motorcycling season, followed by the R1200 R,
R1200 RS, S1000 XR and S1000 RR models over the
course of the year. December 2015 saw the market launch
of the C 650 Sport and C 650 GT model updates, both of
which had previously been presented at the EICMA in-
ternational motorcycle trade fair in Milan. Thanks to an
extensively modified drivetrain, more comfortable sus-
pension settings and revamped controls, these two dy-
namic maxi-scooters offer the ideal combination of sport-
ing flair, smooth touring comfort and urban mobility.

BMW Group sales volume of motorcycles”

in 1,000 units
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" Excluding Husqvarna, sales volume up to 2013: 59,776 units.

BMW Group - key motorcycle markets 2015
as a percentage of sales volume

Germany

Other
USA
France
Brazil
Great Britain Italy
Spain
Germany 17.4 Spain 5.8
USA 12.0 Great Britain ——— 5.8
France ——— 9.2 Brazil 5.6
Italy 8.1 Other 36.1

The R nineT Scrambler, G 310 R, F 700 GS and F 800 GS
models were all on display for the first time at the
EICMA. The F 700 GS and F 800 GS will both be avail-
able to customers in time for the beginning of the 2016
motorcycling season. Apart from their powerful engines,
they promise exceptional riding pleasure, both on- and
off-road. Like its successful R nineT sister model, the
R nineT Scrambler — which is due to go on sale in the
summer - offers plenty of ways for owners to give it
their own personal touch. Also scheduled for a summer
launch is the G 310 R, which will deliver a combination
of great dynamics and comfort, whether in town or
out cruising on country roads. This innovative machine
signals BMW Motorrad’s entry into the under-500 cc
segment as part of the strategic realignment of the
Motorcycles segment, which is aiming for further growth
and increasing internationalisation.

With its eRR concept study, BMW Motorrad is drawing
attention to the many possibilities of a fully electric-
powered supersport motorcycle. In terms of design and
chassis technology, the eRR has taken its lead from
the 51000 RR supersport machine, but with an electric
drive, and is an outstanding example of the possibilities
of sustainable mobility.

Further international growth for BMW Motorrad

The aim of BMW Motorrad’s strategic realignment is to
achieve additional growth going forward. With this in
mind, the Motorcycles segment is planning to engage in
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further markets in Asia and Latin America. The new
model initiative will also be expanded, including the ad-
dition of products that provide greater urban mobility.
Sales volume growth should also benefit from the new
premium models in the under-500 cc segment and a
significantly expanded dealership network. The market
launch of the G 310 R in the second half of 2016 will
be an initial step in this direction. This motorcycle is
designed to appeal to new markets and a younger tar-
get group and will be produced in cooperation with
the TVS Motor Company in India.

Significant increase in motorcycle production

Overall, the BMW Group produced 151,004 motor-
cycles during the year under report (2014: 133,615 units;
+13.0%). This significant rise partly reflects the growing
importance of BMW'’s production plants in Brazil, where
8,555 motorcycles were assembled (2014: 5,996 units;
+42.7 %) and in Thailand, where production more than
doubled to reach 2,712 units (2014: 1,169 units).

In line with the new growth strategy, during the year un-
der report the decision was taken to expand the BMW
motorcycle manufacturing plant in Berlin. Moreover, a
new, state-of-the-art logistics centre is due to be con-
structed right next to the Berlin plant.

FINANCIAL SERVICES SEGMENT

Financial Services segment continues to grow

The Financial Services segment remained on course in
2015, delivering another good performance within a diffi-
cult market environment. In balance sheet terms, busi-
ness volume grew by 15.4 % to stand at €111,191 million
(2014: €96,390 million), partly as a result of favourable
currency factors. The contract portfolio under manage-
ment at 31 December 2015 comprised 4,718,970 con-
tracts (2014: 4,359,572 contracts; +8.2%).

Further growth in new business

As in the previous year, credit financing and leasing busi-
ness with retail customers was an important part of the
segment’s success in 2015. In total, 1,655,961 new con-
tracts were signed during the period under report, 9.7 %
more than in the previous year (2014: 1,509,113 con-
tracts). Leasing business registered a significant in-
crease, growing year-on-year by 11.5 %. Credit financing
increased by 8.8 %. As a proportion of new business, leas-
ing accounted for 35.3 % and credit financing for 64.7 %.

The proportion of new BMW Group vehicles' leased or
financed by the Financial Services segment was 46.3 %,
an increase of 4.6 percentage points over the previous
year (2014: 41.7%).

In the BMW and MINI brand pre-owned vehicle financ-
ing and leasing lines of business, the number of new
contracts signed by the segment fell slightly (-2.1 %) to
327,391 contracts (2014: 334,289 contracts).

" The calculation only includes automobile markets, in which the Financial Services
segment is represented by a consolidated entity.

Contract portfolio of Financial Services segment
in 1,000 units
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Contract portfolio retail customer financing of
Financial Services segment 2015
as a percentage by region

Asia/Pacific
Americas
Europe/Middle
East/Africa
EU Bank”
Americas 30.4 Europe/Middle East/Africa ——24.8
EU Bank" 285 Asia/Pacific 16.3

" EU Bank comprises BMW Bank GmbH, its branches in Italy, Spain and Portugal, and
its subsidiary in France.

The total volume of new credit and leasing contracts
concluded with retail customers during the twelve-
month period under report was €50,606 million, sig-
nificantly up (+22.5%) on the previous year’s figure
(2014: €41,318 million).

The dynamic increase in new retail customer business
is also reflected in the overall size of the contract port-
folio. In total, 4,326,631 contracts were in place with re-
tail customers at 31 December 2015 (2014: 4,005,428 con-
tracts), a solid year-on-year increase of 8.0 %. In regional
terms, the Asia/Pacific region continued to enjoy strong

BMW Group new vehicles financed by
Financial Services segment
in %

50 —
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growth with a 19.4 % increase in the number of contracts
being managed at the end of the reporting period. The
Americas region (+8.0 %), Europe/Middle East/Africa
(+6.7%) and the EU Bank (+3.5%) also recorded year-on-
year growth.

Further solid growth in fleet business

The BMW Group is one of the leading leasing and full-
service providers of fleet management services in Europe.
Lease and financing arrangements as well as other ser-
vices are provided to commercial customers under the
brand name “Alphabet”. At 31 December 2015 the
segment was managing a total portfolio of 602,303 fleet
contracts, 8.5 % more than in the previous year (2014:
555,349 contracts).

Slight decrease in multi-brand financing
Multi-brand financing saw a slight decrease (-1.8 %)
in the number of new contracts signed in 2015
(162,870 contracts), compared to the previous year
(2014: 165,776 contracts). At 31 December 2015, the
total portfolio comprised 470,150 contracts, slightly
more than one year earlier (2014: 465,702 contracts;
+1.0%).

Dealership financing significantly up on previous year
As in the previous year, the total volume of dealer finan-
cing increased significantly again year-on-year, growing
by 16.6 % to stand at €17,156 million at the end of the
reporting period (2014: €14,710 million).

Solid increase in deposit business

Deposit business provides an important source of fund-
ing for the Financial Services segment. The volume of
customer deposits held at the year-end grew by a solid
8.4% to €13,509 million (2014: €12,466 million).

Significant growth in insurance business

Demand for insurance products remains high. In addition
to the Group’s financing and leasing products, customers
can select from a broad range of insurance arrange-
ments, addressing all aspects of individual mobility. Sig-
nificant growth was recorded in 2015, with the num-
ber of new insurance contracts signed up by 11.2 % to
1,207,196 contracts (2014: 1,085,781 contracts). At 31 De-
cember 2015, the insurance contract portfolio com-
prised 3,200,742 contracts (2014: 2,874,158 contracts;
+11.4%).
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Development of credit loss ratio

in %

0.7 —_—
0.6
0.5
04
0.3
0.2
0.1

11 —12 —13 —14 —15 ——

0.49 0.48 0.46 050 037 ——

Risk profile improved

The positive trend in the global economy and the on-
going lull in the euro crisis enabled the risk profile rele-
vant for the Financial Services segment’s total portfolio
to improve again in 2015. The positive trend in bad
debt levels continued in 2015, both for retail and corpo-
rate customers. The risk profile in the credit line of busi-
ness improved slightly compared to the previous year.
The credit loss ratio incurred on the segment’s total credit
portfolio decreased by 13 basis points to 0.37 % (2014:
0.50 %). Reflecting the generally stable conditions pre-
vailing on the international used car markets, sales prices
for BMW and MINI brand pre-owned cars developed
robustly. Average residual value losses incurred on the
resale of these vehicles were marginally higher than in
the previous year. Further information on the risk profile
is provided in the section “Report on risks and oppor-
tunities”.

RESEARCH AND DEVELOPMENT

Research and development are absolutely essential for
the BMW Group to maintain competitiveness as a pre-
mium manufacturer. As part of the Efficient Dynamics
strategy, the Group works continually on additionally
improving energy efficiency and reducing the emissions
of the entire range of automobiles and motorcycles it
sells. Under the catchword “Connected Drive”, the BMW
Group works on the connectivity of driver, vehicle and
the outside world. Both concepts embrace forward-
looking technologies in vehicles and are testimony to
the BMW Group’s innovative strength. Going forward,
the BMW Group will no doubt continue to set standards
in the field of connectivity on the roads. At 31 Decem-
ber 2015, a total of 12,669 people at 13 locations in five
countries worldwide were working in the BMW Group’s
research and development network to achieve this end.

Expenditure for research and development rose by 13.2 %
to €5,169 million, mostly for projects aimed at securing
the Group’s future (2014: €4,566 million). The research
and development ratio stood at 5.6 % and therefore at a
similar level to the previous year (2014: 5.7 %). The ratio
of capitalised development costs to total research and
development expenditure for the period (capitalisation
ratio) was 39.9% (2014: 32.8 %). Amortisation of capi-
talised development costs totalled €1,166 million (2014:
€1,068 million; +9.2%). Further information on research
and development expenditure is provided in the section
“Report on Economic Position” (Results of Operations)
and in note 10 to the Group Financial Statements.

Given the pace of technological innovation, cooperation
arrangements in the field of research and development
are commonplace in the automotive industry. The BMW
Group also enters into cooperation agreements with
selected partners. The aim of these research and devel-
opment activities, which may also include cross-sector
input, is to help find innovative solutions for individual
mobility. The focus is currently on next-generation
technologies, such as digitalisation and alternative drive
systems.

Broadly diversified drive system research

In the course of 2015, the Group integrated hybrid tech-
nologies in further BMW brand models. In parallel, en-
gineers continued development work on highly-efficient
combustion engines. In the medium and long term, the
BMW Group is also developing a fuel cell electric vehi-
cle (FCEV). With these varying drive systems, the BMW
Group is well prepared for the challenges of the future
and will also be able to flexibly cater to both the require-
ments of customers and the standards dictated by
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legislators going forward. With efficient petrol- and
diesel-driven engines, plug-in hybrid systems, battery-
powered drives and also, in future, hydrogen fuel cell
electric vehicles, the BMW Group is looking to provide
suitable technologies for every segment and require-
ment.

In a prototype presented in 2015, a direct water injec-
tion system was used for turbocharged petrol engines
for the first time. This innovative technology greatly
reduces the temperature in the combustion process,
thereby raising the efficiency factor. Moreover, the
technology reduces fuel consumption during higher
performance requirements. The newly developed
BMW 2 Series Active Tourer Plug-in Hybrid is fitted
with a 3-cylinder front-wheel-drive petrol engine, a
high-voltage generator installed at the front and an
electric motor that transfers power to the rear wheels.
The result is a road-linked all-wheel-drive system
unique in its segment.

The hydrogen fuel cell electric drive system is destined
to become an integrated component of the Group’s
Efficient Dynamics strategy. The diversity of drive tech-
nologies that can be flexibly coordinated to suit varying
vehicle concepts, customer requirements and statutory
framework conditions on international markets is there-
fore growing. The hydrogen fuel cell electric drive sys-
tem, which converts hydrogen to electricity and steam,
enables locally emissions-free, electrically powered
driving with the dynamic flair typical for the BMW brand,
high suitability for covering long distances, and short
refuelling times, therefore representing a further key
option in the range of BMW eDrive technologies. The
BMW Group has been conducting research and develop-
ment work in the field of hydrogen fuel cell electric ve-
hicles for over 15 years.

Highly and fully automated driving

Assistance systems increase both safety and conveni-
ence levels while driving, although the degree of driver
support differs. Fully automated assistance systems of-
fer the highest degree of automation. Fully automated
functions are those which no longer need to be moni-
tored by the driver. As with the fully automated Remote
Valet Parking Assistant, the driver does not even need
to be in the vehicle. Highly automated systems are the
stage before fully automated systems and do not need
to be constantly monitored by the driver. They con-
trol both the longitudinal (driving forwards and back-
wards) and latitudinal (driving to the left or right by
steering) movements of the vehicle. By contrast, al-

though semi-automated systems are capable of con-
trolling both the longitudinal and latitudinal move-
ments of the vehicle (e.g. congestion assistant), they
need to be continually monitored by the driver. As-
sisted systems (such as ACC) on the other hand, only
support the driver when driving forwards or steering
left or right.

At the Consumer Electronics Show (CES) in Las Vegas
in 2015, the BMW Group presented a BMW i3 research
vehicle that demonstrated how parking spaces can be
found in a multi-storey car park with a fully automated,
driverless vehicle. The advantages are less vehicle
damage and far better use of the available parking
space. Laser scanners installed on the vehicle create an
exact picture of the surroundings. The Remote Valet
Parking Assistant links this information with the digital
floor plan of the car park and, based on this data, is capa-
ble of automatically driving the vehicle to a free space
and parking it. When the driver wishes to leave again,
he or she calls the vehicle (via smartwatch, for example)
and it automatically drives to the car park exit, ready to
continue to its next destination, without having to rely
on a GPS signal. As the research vehicle is fitted not only
with its own laser sensors but also with its own computers
and the required algorithms, it can calculate its exact
position in the car park, perfectly monitor its surround-
ings and independently navigate, fully automatically.
Multi-storey car parks do not need to be elaborately
equipped with special infrastructure. The new BMW 7 Se-
ries can already park straight in and out of a parking
space via remote control. The fully automated Parking
Assistant demonstrated in the prototype is a logical con-
tinuation of this innovative technological progress.

At the CES, a further research vehicle was presented
featuring a fully automated system that warns the driver
in the event of an imminent collision and automatically
triggers a braking manoeuvre precise to the last centi-
metre if required. Up to a certain speed, the test vehicle
makes it practically impossible for the driver to collide
with another obstacle. In order to achieve this feat, cam-
eras, radar and laser sensors record the entire surround-
ings of the vehicle. Collision-free driving forms the basis
for taking a crucial step towards achieving accident-free
individual mobility and for that reason the BMW Group
has been working for many years to implement this vi-
sion. Assistance systems such as Active Cruise Control
with a stop-and-go feature (ACC) are already built into
the latest BMW models and react to vehicles driving
ahead. They are radar- and camera-based and apply the
brakes, even until the vehicle comes to a halt if necessary.
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MINI presents Augmented Reality glasses

The MINI Augmented Reality glasses presented at the
Auto Shanghai 2015 supplement reality by superimpos-
ing the wearer’s field of vision with additional useful
digital information on events in and around the vehicle,
offering the user not only increased safety, but also
greater convenience. Information relevant for driving,
such as the current speed of the vehicle and the speed
limit, are always displayed in the same position above
the steering wheel, regardless of the driver’s head move-
ments, ensuring that other road users or possible dan-
gers are not hidden from view. Navigation arrows vir-
tually projected onto the road assist the driver by
ensuring that he or she continually concentrates on
the surrounding traffic. If required, the glasses can
also be adjusted to show places of interest or even free
parking spaces en route. A camera installed on the
side of the vehicle assists the driver when parking, en-
abling the driver to check both the obstacles in his or
her line of vision and the distance to the kerb, which is
displayed in their field of vision. The glasses also pro-
vide the driver with a virtual view through parts of the
bodywork by making the A-pillar invisible, for instance,
hence improving all-round vision.

Innovations included in series vehicles

In 2015, a new lighting technology known as organic
light-emitting diodes, or OLEDs, were installed in a
series model for the first time. OLEDs consume less
electricity and therefore help further reduce CO, emis-
sions. Unlike the point-like light emitted by LEDs,
OLEDs illuminate entire areas and are also smaller.

The BMW Group has also installed numerous innova-
tions for added driving convenience and assistance in
the latest BMW 7 Series. For example, infotainment
and communication features can be controlled from the
back seat by means of a tablet. Self-configured or pre-
configured functions can be controlled by hand gestures
made within the vehicle. Using the new display key,
the vehicle can be remotely and driverlessly manoeuvred
in and out of tight parking spaces.

Awards and prizes in 2015

The BMW Group won three “Golden Steering Wheels”
during the year under report: for the BMW 7 Series in the
luxury class, for the new BMW X1 among the medium-
sized SUVs, and for the BMW 2 Series Gran Tourer in
the family class, making BMW the most successful brand
in this year’s Golden Steering Wheel competition.

In the “International Engine of the Year Award”, the most
prestigious engine competition worldwide, the BMW
Group was winner in three different classes as well as
overall winner. The new BMW TwinPower Turbo 3-cylin-
der petrol engine, which powers the BMW i8, was win-
ner in its class. The complete drivetrain of the BMW i8
also won the “best new engine” award. The successful
combination of electric motor and petrol engine also won
the overall award. Winner in the 2.5- to 3.0-litre category
was the M TwinPower Turbo in-line 6-cylinder petrol
engine. The quadruple triumph for the BMW Group at
the “International Engine of the Year Award” in 2015
additionally underscores the outstanding efficiency of
the Efficient Dynamics technology package, which, since
2007, has enabled the BMW Group to continually in-
crease the sheer driving pleasure and reduce consump-
tion and emission levels at the same time.
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PURCHASING AND SUPPLIER NETWORK

Ideal balance between quality, innovation, flexibility
and costs

The underlying objective of the BMW Group’s pur-
chasing, quality assurance and component production
functions is to achieve the ideal balance between
quality, innovation, flexible supply structures and com-
petitive costs. At all levels — production materials, raw
materials, services and capital goods - arrangements
are in place to ensure that the BMW Group is able to
react flexibly to fluctuations in demand, especially
when operating within a volatile market environment.

Increasing pace of globalisation

Increased globalisation, the interconnected nature of
supplier markets and the widespread expansion of
BMW Group sales and production operations around
the world mean that the distribution of purchase
volumes is changing continuously. In the coming years,
the NAFTA region in particular will be the focus of
growth, given the increasing volume of production
planned for the Spartanburg plant in the USA. The
addition of the BMW Group’s new plant in San Luis
Potosi, Mexico, which is scheduled to open in 2019,
will reinforce this shift. The BMW Group remains com-
mitted to achieving globally balanced growth in terms
of sales, production and purchase volumes. This strategy
also makes an important contribution to natural cur-
rency hedging.

Investments safeguard productivity and

technology leadership

The Purchasing and Supplier Network is also responsi-
ble for component production throughout the BMW

Regional mix of BMW Group purchase volumes 2015
in %, basis: production material

Africa
Asia/Australia

Rest of
Western Europe

Germany

NAFTA

Eastern Europe

Germany 42.6 Rest of Western Europe 15.8
Eastern Europe 19.7 Asia/Australia —————————4.6
NAFTA 15.9 Africa 1.4

Group. Investing in state-of-the-art manufacturing facili-
ties and efficient structures increases the competitive-
ness of in-house component production. During the
financial year under report, the cornerstone was laid for
a new lightweight design centre at the BMW Group’s
component production plant in Landshut. When com-
pleted, the centre will house facilities for some 160 engi-
neers, who will research innovative materials, composite
construction concepts and manufacturing processes
for future vehicle generations.
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SALES AND MARKETING

The Group’s worldwide distribution network cur-
rently consists of around 3,310 BMW, 1,550 MINI and
140 Rolls-Royce dealerships. In China alone, around
60 BMW dealerships were opened in 2015. Products
and services are sold in Germany through BMW Group
branches and by independent authorised dealers. Sales
outside Germany are handled primarily by subsidiary
companies and, in a number of markets, by independent
import companies. The dealership and agency network
for BMW i currently covers some 950 locations.

Connected mobility and digital services expanded

In 2015, the BMW Group stepped up its activities in the
world of connected mobility. With Connected Drive,
the BMW Group occupies a leading position as provider
of online-based services in vehicles and the connectivity
of driver, vehicle and environment. Connected Drive is
meanwhile available in 45 markets. Comprehensive
connectivity via the on-board SIM card features in more
than 95 % of all new BMW cars. Besides its well-known
functions, such as the intelligent emergency call, the
Concierge Call or the real-time traffic information fea-
ture, Connected Drive also includes new highlights
such as a Wi-Fi hotspot in the new BMW 7 Series. It is
also possible to integrate apps from external providers.
All Connected Drive functions can be ordered either
conveniently from home or directly in the vehicle itself
via the Connected Drive Store, which is meanwhile
available in 18 markets.

The “Digital Services and Business Models” unit has
been set up to make better use of the opportunities of-
fered by digitalisation and to highlight the significance
of connected mobility beyond the vehicle. The objective
of this new customer-oriented function is to create a
comprehensive range of integrated digital services for
state-of-the-art mobility and to manage the expansion
of those services going forward.

BMW i now well-established

Under the brand name BMW i, the BMW Group offers
solutions for urban mobility that include not only the
vehicles themselves, but also services such as car sharing,
parking and battery charging. Two years on from its
sales launch, the BMW i3 has meanwhile established
itself among the front runners in its segment and is
now one of the three best-selling electric vehicles in the
world. BMW i vehicles are currently on sale in 50 coun-
tries. Over 80 % of BMW i buyers are first-time customers
for the BMW Group.

The BMW i8 stands for a responsible attitude that com-
bines sustainability and an exclusive lifestyle. With
this in mind, the BMW i Pure Impulse Experience
programme has been created under the name “Next

Premium”. The programme gives participants an exclu-
sive insight into innovative and future-oriented trends
from the worlds of design, innovation, culture, cuisine
and travel.

The global dealership and agency network for BMW i
currently covers some 950 locations. A total of 438 se-
lected BMW 1 partners are currently offering this brand
on the direct sales markets of Europe and Japan. The

i models are also being offered in ten direct sales markets
via new sales channels, one of which is the “Customer
Interaction Center”. Furthermore, the “Mobile Sales
Advisor” sales channel has meanwhile become an inte-
gral component of the BMW i sales model in seven mar-
kets. The BMW 1 online sales platform gives customers
in the Netherlands, Belgium and Luxembourg the oppor-
tunity to order a BMW 13 via the Internet.

With BMW i 360" ELECTRIC, the BMW Group pro-
vides a comprehensive product and service portfolio
for charging both battery-driven vehicles and plug-in
hybrids worldwide. The BMW i wall boxes and an in-
stallation service are available for simple, quick, emis-
sions-free home charging. As an on-the-road solution,
BMWi is offering the ChargeNow mobility service with
the most wide-ranging network of public charging
stations globally. With over 38,000 charging points in
25 countries, ChargeNow is the largest service provider
of its kind in the world.

Premium services for individual mobility

Since 2011, the BMW Group and Sixt SE have operated
the car-sharing service DriveNow in the form of a joint
venture. The integration of electric vehicles in these
operations is seen as an increasingly important aspect
of the business. For this reason, over 800 BMW i3 vehi-
cles were added to various DriveNow fleets during the
period under report. Electric vehicles accounted for
approximately 20 % of the DriveNow fleet at 31 De-
cember 2015 and DriveNow was being used by some
580,000 customers worldwide. With AlphaCity, com-
panies can offer their staff an alternative car-sharing op-
tion for both business and private use.

ChargeNow makes public charging simple and transpar-
ent and is therefore an important feature of sustainable
electric mobility. With a single customer card, BMW i
customers have access to a worldwide charging network.
The stations are displayed via the Connected Drive ser-
vices in the navigation unit, via the ChargeNow app or
on the ChargeNow website. ParkNow is a service that
facilitates parking, both on the street and in multi-storey
car parks. Spaces in car parks can be found, booked and
paid for, either online or via an app.
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BMW i Ventures invests in start-ups and growing com-
panies that concentrate on mobility requirements in
large urban areas. To date, the BMW i Ventures port-
folio comprises 14 investments.

BMW continues new model offensive

The BMW brand forged ahead with its new model offen-
sive in 2015. As successor to the 1 Series Convertible,
the new BMW 2 Series Convertible has been on sale
since February 2015. The BMW X5 M and X6 M models
were launched in March. The updated models of the
BMW 6 Series and M6 vehicles as well as the BMW 1 Se-
ries have also been available since March. In the com-
pact class, the facelifted BMW 1 Series excels with its sig-
nificantly changed, more dynamic design. It is now
available for the first time with powerful, highly efficient
3-cylinder petrol and diesel engines.

Launched in June 2015, the new BMW 2 Series Gran
Tourer is the first BMW to enter the multipurpose vehi-
cle segment. It offers up to seven seats and space for
three children’s seats in the second row as a new stand-
ard feature. The updated BMW 3 Series Sedan, the 3 Se-
ries Touring and the M3 have all been on the market
since the end of July. The new-look design highlights
the sporting flair of the 3 Series, while new engines de-
liver instant power more efficiently than ever before.

The second generation of the BMW X1 was launched in
October 2015. Alongside best values to date in terms of
dynamics and efficiency, this highly successful model
also comes with numerous optional features — a com-
bination that will surely enable this new generation to
continue where its predecessor left off. The extremely ef-
ficient BMW X5 xDrive40e arrived on showroom floors
in the USA in early October and launched worldwide in
November. It is the first BMW Sports Activity Vehicle
to combine the BMW xDrive all-wheel drive system with
a more advanced plug-in hybrid system. This vehicle
represents the next step in the process of transferring
innovative drivetrain systems from BMW i models to the
core BMW brand.

New integrated marketing approach adopted for

BMW 7 Series market launch

With the sixth generation of its 7 Series, the BMW Group
is heralding a new era in the luxury segment. As the
year’s most important market launch, the 7 Series not
only strengthens the brand, it also delivers an innovative
interpretation of luxury. The new BMW 7 Series cele-
brated its world debut at the International Motor Show
(IAA) in Frankfurt in September and its market launch
at the end of October 2015.

For the first time ever, exclusive product presentations
were deployed to address potential customers well in
advance of official announcements. For example, several
months prior to market launch, more than 26,000 exist-
ing and potential customers from several countries were
invited to stylish presentations, where they had the
opportunity to acquaint themselves with upcoming vehi-
cles and their many new features.

Moreover, market launches were underpinned by select
communication media, showcasing trendsetting inno-
vations with a range of state-of-the-art technologies to
highlight the exclusive luxury and exceptional comfort
of the new BMW 7 Series. For example, Gesture Control,
the new Display Key, BMW Touch Command, Executive
Lounge, Ambient Lighting and the outstanding quality
of materials were presented and described with all their
special features.

New models for the third-generation MINI

The new MINI John Cooper Works has been available
since April 2015. The new MINI Clubman followed at
the end of October 2015. With its increased size and ad-
ditional functionality, the Clubman has taken on a new
dimension and now easily fits the bill as a household’s
first car. The model’s outstanding chassis technology de-
livers a high degree of driving comfort.

Also in October, MINI presented the new version of the
Convertible, which remains the only model of its kind
in the small car premium segment. The fully automatic
textile top, featuring a totally automated opening and
closing mechanism and sliding roof function, can be
opened in 18 seconds, even while driving at speeds of
up to 30 km/h.

Rolls-Royce presents new luxury convertible

At the IAA, Rolls-Royce Motor Cars officially introduced
a luxury convertible, the Rolls-Royce Dawn. The specially
designed roof of the Dawn reduces noise in the vehicle’s
interior to a minimum. Rolls-Royce also announced its
intention to develop an all-terrain vehicle.
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WORKFORCE

Workforce numbers higher

At 31 December 2015, the BMW Group employed a work-
force of 122,244 people worldwide, 5.1 % more than one
year earlier (2014: 116,324 employees). The enlargement
mainly reflects the ongoing expansion of the Group’s
international production network in addition to the tar-
geted recruitment of the engineers, IT specialists and
skilled workers it needs to forge ahead with continually
developing new technologies.

Dual vocational training expanded worldwide

The BMW Group expanded its international training
activities in 2015 with the addition of new vocational
training centres in Brazil, Mexico and Thailand. The
number of new entrants at German sites offering voca-
tional training remained constant at 1,200 apprentices.
All told, some 1,500 apprentices commenced training
with the BMW Group in the course of 2015. At the end
of the reporting period, 4,700 young people were in
vocational training and training programmes for promis-
ing talent (2014: 4,595 apprentices; +2.3 %).

High level of investment to promote employee skill sets
At €352 million, expenditure on basic and further
training was 5.1 % higher than one year earlier (2014:
€335 million). Further training mainly focused on-
advanced production techniques and new vehicle de-
velopment technologies.

Further progress made as attractive employer

The BMW Group retained its status as one of world’s
most attractive employers in 2015. In the latest “World’s
Most Attractive Employers” rankings published by the
agency Universum, the BMW Group was once again
named best German employer across all sectors and
the most attractive automotive company in the world.

The BMW Group again improved its ranking according
to the Trendence agency’s “European Graduate Barome-

BMW Group apprentices at 31 December
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3,899 4,266 4,445 4595 4,700

ter”. In Trendence’s “Young Professional Barometer
Germany”, the BMW Group occupied first place for the
fourth year in a row. In Universum’s “Young Profes-
sionals Study Germany”, the BMW Group achieved its
best results since 2007, taking first place in the “Engi-
neering” and “Business” categories and coming third in
the “IT” category.

Diversity as a competitive factor

Diversity constitutes a key factor in ensuring the BMW
Group’s continued competitiveness going forward,
focusing on the three aspects of gender, origin/cultural
background, and age/experience. Equal opportunities
for all employees must be ensured, and diversity in
the workforce encouraged and put to good use. In 2015,
various measures were implemented with the aim of
promoting diversity within the Group.

The proportion of women in the workforce as a whole,
both in management functions and in training pro-
grammes for young employees and interns, continued
to increase. The figure for women as a percentage of
the total BMW Group workforce improved to 18.1 %
(BMW AG: 15.3 %), ahead of the internal target range

BMW Group employees
31.12.2015 —— 31.12.2014 Change —
in %
Automotive 111,410 106,064 50 —
Motorcycles 3,021 2,894 44 —
Financial Services 7,697 7,245 6.2 —
Other 116 121 -41 —
BMW Group 122,244 116,324 51
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Proportion of non-tariff female employees at

BMW AG/BMW Group
in %
14 E—
13 —
12 —
I — —_—
10 — — — —
9 _ _| | | .
M —12 —13 —14 —15 ——
BMW AG 9.1 10.0 10.9 114 1.9 ——
M BMW Group —— 1.8 12.7 13.8 142 145 ——

of 15 to 17 %. The number of women in management
positions rose to 14.5 % for the BMW Group as a whole
and 11.9 % for BMW AG. Female representation in pro-
grammes for young employees and interns in the year
under report was approximately 44 % for employee
trainee programmes and 25 % for student training pro-
grammes.

The workforce in Germany is becoming increasingly
international in character, amply borne out by the fact
that employees from over 100 countries work together
successfully at the Munich site alone. Furthermore, a
balanced age structure in the workforce encourages an
exchange of skills and information between generations
and plays an active role in reducing loss of know-how
when employees retire.

Employee attrition rate at BMW AG"
as a percentage of workforce
70 —

6.0 E—

50

— 1l

1M1 —12 —13 —14 —15

2.16 3.87 3.47 1.41 2.08

“ Number of employees on unlimited employment contracts leaving the Company.

SUSTAINABILITY

The BMW Group safeguards the future viability of its
business model and its long-term growth through sus-
tainable activity. In terms of sustainability, the BMW
Group focuses on three broad areas: the development
of products and services for sustainable individual
mobility (e.g. electric mobility and services such as
DriveNow), the efficient handling of resources along
the entire value-added chain, and its responsibility
towards both its employees and society as a whole.

The personal commitment and creative ideas of our em-
ployees are key factors in achieving sustainable success.
This fact is underlined, for example, by the €17.5 mil-
lion saved in 2015 alone through the CREATE ideas
management system.

With its host of sustainability measures, the BMW Group
is supporting the implementation of the UN’s Sustain-
able Development Goals (SDGs), which were adopted in
September 2015. Even before the final version was pub-
lished, the SDGs were taken into account when draw-
ing up the list of topics for the Group’s 2015 materiality
analysis.

Stakeholder dialogues and materiality analysis

As a globally operating organisation, the BMW Group
engages in constant exchange with a variety of stake-
holders, both in Germany and abroad. This dialogue
helps identify trends at an early stage, increase the
scope of social engagement, and work better towards
achieving sustainability targets. The BMW Group seeks
contact with selected stakeholders in Europe, Asia and
North America at events held under the banner of the
BMW Group Dialogue. The resulting discussions enable
the impact of current trends on the business environ-
ment to be identified and provide useful feedback on
activities undertaken by the BMW Group in this area.

In order to identify significant sustainability topics as
early as possible, the BMW Group also carries out regu-
lar materiality analyses. In this context, it analyses the
importance of various challenges on society, both from
the point of view of different stakeholder groups as
well as from an internal BMW Group perspective. The
results of the materiality analysis, which are shown in
the materiality matrix, form a sound base for verifying
the direction of the BMW Group’s sustainability strategy.
The matrix and other details are described in greater
depth in the Sustainability Report 2015.
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Materiality matrix

Absolute crucial

<« Importance for the stakeholders »

— Involvement with local communities
— Biodiversity
— Corporate volunteering

— Donations and philanthropy

— Corporate Citizenship

Less important

Less important

Low materiality 1 Medium materiality T High materiality

<« Importance for the BMW Group »

Absolute crucial

Sustainability ratings

In 2015, the BMW Group maintained its position among
the world’s leading carmakers in terms of sustainability
and again secured excellent placings in widely regarded
ratings. In the Dow Jones Sustainability Indices (DJSI),
the BMW Group took first place in the Automobiles sec-
tor and remains the only enterprise in this sector to have
been consecutively listed in the index since its inception.

In the Global 500 rating of the Carbon Disclosure Project
(CDP), the BMW Group achieved 100 out of a possible
100 points for transparent reporting for the third time
in a row and the top mark “A” for climate protection
measures, making it one of only three companies to have
achieved the CDP’s top mark “A” six times running. The
BMW Group was also included in the British FTSE4Good
Index again in 2015.
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Fleet carbon emissions again reduced

The development of sustainable products and services
is an important aspect of the BMW Group’s business
model. CO, emissions levels are continually being re-
duced by incorporating Efficient Dynamics technolo-
gies in all of the Group’s vehicles. The scope of electri-
fication within the fleet was further increased in 2015.
These measures form the basis for complying with le-
gally stipulated CO, and fuel consumption limits moving
forward. Between 1995 and 2015, the average amount of
CO, emitted by the Group’s three brands sold in Europe
fell by 39.5%. In 2015, the BMW Group’s fleet of new
vehicles sold in Europe (EU-28) consumed an average
of 4.7 litres of diesel per 100 km and 5.7 litres of petrol
respectively. CO, emissions averaged 127 grams per km.

Clean production

The efficient use of resources is an important aspect of
running the business on a sustainable basis. When
applied to all production-related processes, resource
efficiency helps protect the environment and minimise
costs. Since 2006, the consumption of resources and
emissions per vehicle produced has been reduced by an
average of 48.1 %. The individual figures are as follows:

Energy consumption -36.0% —
Water consumption -31.3% —
Process wastewater -45.1% —
Non-recyclable waste -78.9% —
Solvent emissions -51.4% —
CO, emissions -45.7% —

In 2015, the BMW Group reduced the consumption of
resources and emissions per vehicle produced by an
average of 7.0 % compared with the previous year, giving
rise to savings of €8.2 million. The BMW Group again
cut the energy consumption per vehicle produced by
2.7% to 2.19 MWh during the period under report (2014:
2.25 MWh). The utilisation of highly efficient, ecologically
sustainable combined heat and power plants (CHPs)
and electricity generated from renewable sources at our
production sites, as well as improved energy efficiency
measures, enabled production-related CO, emissions
per vehicle produced to be forced down by another 13.6 %
year-on-year to 0.57 tonnes during the period under re-
port (2014: 0.66 tonnes). At 2.24 m? per vehicle produced,

water consumption was slightly higher than one year
earlier, largely due to increased cooling requirements
caused by the hot summer in Germany (2014: 2.18 m3;
+2.8%). At 0.45 m?, the volume of process wastewater
per vehicle produced fell by 4.3 % (2014: 0.47m?). The
volume of non-recyclable production waste was further
reduced to 4.00 kg per vehicle produced in 2015 (2014:
4.93 kg; -18.9%). Solvent emissions were successfully
curtailed by 5.4 % to 1.22 kg per vehicle produced during
2015 (2014: 1.29 kg).

Sustainability along the entire value-added chain
Sustainability criteria are not only a vital aspect of in-
house production, they also play a major role in the
selection and assessment of suppliers as well as in the
field of transport logistics. The active management

of sustainability risks along the supply chain mitigates
compliance and image risks. With this in mind, the
BMW Group has integrated a comprehensive system of
sustainability management in its purchasing processes.
The amount of energy required for transportation world-
wide has continued to rise sharply in recent years. In
order to keep CO, emissions to an absolute minimum,
the principle “production follows the market” is applied.
In addition, the proportion of CO,-efficient modes of
transport is being increased continually.

In the year under report, for instance, the proportion
of goods transported by air freight was significantly re-
duced. At 63.1%, the proportion of new vehicles leaving
BMW Group plants by rail was maintained at a high
level (2014: 63.3%).

Competitive thanks to sustainable human

resources policies

In 2015, the BMW Group reinforced its position as one
of the most attractive employers in the world. The
prominent role played in the field of sustainability helps
employees identify with the business and its products.
This strong sense of identification is one of the factors
contributing to the low attrition rate within the BMW
Group, in turn helping to keep personnel recruitment
expenses on the low side.

Social engagement

The BMW Group expended a total of €39.1 million
(2014: €34.5 million) for social engagement in 2015, in-
cluding €17.1 million (2014: €10.2 million) in the form
of donations. The sharp increase in overall expenditure
for social engagement compared to 2014 mainly reflects
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larger donations to the BMW Foundation Herbert Quandt
and to the Eberhard von Kuenheim Foundation.

Further information on the subject of sustainability
within the BMW Group and the main topics is provided
in the Sustainability Report, which can be accessed on-
line at http://www.bmwgroup.com. The Sustainable
Value Report 2015 was drawn up in accordance with the
Guidelines of the Global Reporting Initiative (GRI G4),
the most commonly used set of guidelines for sustain-
ability reporting. The Sustainable Value Report 2015 is
drawn up in accordance with the “comprehensive op-
tion” and is published at the same time as the Annual
Report 2015.
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Report on Economic Position

Results of Operations, Financial Position and Net Assets

Earnings performance

Once again, the BMW Group achieved year-on-year
growth in revenues, sales volume and profit before
tax in the financial year 2015. The number of BMW,
MINI and Rolls-Royce brand cars sold rose by 6.1 % to
2,247,485  units.

The BMW Group recorded a net profit of €6,396 million
for the financial year ended 31 December 2015 (2014:
€5,817 million). The post-tax return on sales was 6.9 %
(2014: 7.2%). Earnings per share of common and pre-
ferred stock were €9.70 and €9.72 respectively (2014:
€8.83 and €8.85 respectively).

BMW Group revenues increased by 14.6 % year-on-year
to reach €92,175 million (2014: €80,401 million). The
main growth drivers were higher sales volume and fa-
vourable currency factors. Adjusted for exchange rate
factors, revenues rose by 7.7 %.

Revenues mainly comprise the sale of vehicles and re-
lated products (2015: €68,643 million; 2014: €60,280 mil-
lion), lease instalments (2015: €8,965 million; 2014:
€7,748 million), the sale of vehicles previously leased to

customers (2015: €8,181 million; 2014: €6,716 million)
and interest income on loan financing (2015: €3,253 mil-
lion; 2014: €2,881 million).

External revenues recorded by the segments were
generally up on the previous year’s figure. Revenues
from the sale of BMW, MINI and Rolls-Royce brand cars
were significantly higher (14.1 %) than one year earlier.
Adjusted for exchange rate factors, revenues grew by
7.4% and therefore slightly faster than sales volume.
The positive currency impact was mainly attributable
to the change in the average exchange rates of the US
dollar, the Chinese renminbi and the British pound
against the euro. The BMW Group recorded a significant
year-on-year rise (18.7 %) in external revenues from its
Motorcycles business. External revenues generated
with Financial Services business were 16.1 % up on the
previous year. Adjusted for exchange rate factors, exter-
nal revenues for the Motorcycles and Financial Services
segments increased by 15.6 % and 8.0 % respectively.

Group revenues are spread across all regions, with the
Europe region (including Germany) accounting for
45.6 % (2014: 46.8 %), the Americas region for 23.3%

Group Income Statement

in € million

2015 2014 —
Revenues 92,175 80,401 —
Cost of sales -74,043 ———— -63396 —
Gross profit 18,132 17,005
Selling and administrative expenses -8,633 -7,892 —
Other operating income 914 877 —
Other operating expenses -820 -872 —
Profit before financial result 9,593 9,118
—— Result from equity accounted investments 518 655 —
—— Interest and similar income 185 200 —
—— Interest and similar expenses -618 -519 —
—— Other financial result -454 -747 —
Financial result -369 -411 —
Profit before tax 9,224 8,707
Income taxes -2,828 -2,890 —
Net profit 6,396 5,817

" Including the joint venture BMW Birilliance Automotive Ltd., Shenyang (2014: 275,891 units, 2015: 282,000 units).
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(2014: 20.7 %) and the Africa, Asia and Oceania region
for 31.1% (2014: 32.5%) of business.

External revenues in Germany edged up by 3.1%. In
the Rest of Europe region and in the Americas region, ex-
ternal revenues increased by 16.2 % and 29.4 % respec-
tively. Good contributions to the increase in Europe were
made by Great Britain, France, Spain and Italy. Reve-
nues in the Africa, Asia and Oceania region grew 9.6 %
to €28,648 million (2014: €26,147 million). Particularly
in China and South Korea, revenues increased on the
back of higher sales volume figures and favourable cur-
rency factors.

The Group’s cost of sales was 16.8 % higher year-on-
year, due to sales volume and currency factors. This
line item mainly comprises manufacturing costs (2015:
€43,685 million; 2014: €38,253 million), the cost of
sales directly attributable to financial services (2015:
€17,407 million; 2014: €14,716 million) and research and
development expenses (2015: €4,271 million; 2014:
€4,135 million).

Gross profit improved by 6.6 % to €18,132 million, re-
sulting in a gross profit margin of 19.7 % (2014: 21.2%).

The Automotive segment recorded a gross profit mar-
gin of 17.7 % (2014: 18.6 %), while that of the Motor-
cycles segment rose from 18.7 % to 22.5 %. In the Finan-
cial Services segment, the gross profit margin came in
at13.3% (2014: 13.7%).

Compared to the previous year, research and develop-
ment expenses increased by €136 million to €4,271 mil-
lion. As a percentage of revenues, the research and de-
velopment ratio fell by 0.5 percentage points to 4.6 %.
Research and development expenses include amortisa-
tion of capitalised development costs amounting to
€1,166 million (2014: €1,068 million). Total research and
development expenditure - comprising research costs,
non-capitalised development costs and capitalised de-
velopment costs (excluding systematic amortisation
thereon) — amounted to €5,169 million (2014: €4,566 mil-
lion). The research and development expenditure ratio
was therefore 5.6 % (2014: 5.7 %). The proportion of
development costs recognised as assets was 39.9 % (2014:
32.8%).

Compared to the previous year, selling and administra-
tive expenses increased by €741 million to €8,633 million.
Overall, selling and administrative expenses were
equivalent to 9.4 % (2014: 9.8 %) of revenues. Adminis-
trative expenses increased due to a number of factors,

including the increased size of the workforce and
higher expenses for new IT projects. Depreciation and
amortisation on property, plant and equipment and
intangible assets recorded in cost of sales and in selling
and administrative expenses amounted to €4,659 mil-
lion (2014: €4,170 million).

The net positive amount from other operating income
and expenses improved from €5 million to €94 mil-
lion, mainly reflecting gains on the sale of marketable
securities.

Profit before financial result (EBIT) amounted to
€9,593 million (2014: €9,118 million).

The financial result for the twelve-month period was a
net negative amount of €369 million, an improvement
of €42 million compared to the previous year. The
result from equity-accounted investments, comprising
the Group’s share of the results of the joint ventures
BMW Brilliance Automotive Ltd., Shenyang, DriveNow
GmbH & Co. KG, Munich, and DriveNow Verwaltungs
GmbH, Munich, fell by €137 million to €518 million.
The net interest expense also deteriorated year-on-year,
rising by €114 million to €433 million. This increase
was partly attributable to higher net interest expenses
from defined benefit pension plans. Other financial
result in 2015 was a negative amount of €454 million,
mostly arising in connection with the fair value meas-
urement of currency and commodity derivatives. Com-
pared to the previous year, other financial result im-
proved by €293 million, mainly thanks to the lower
negative impact of currency derivatives. In the previous
year, impairment losses recognised on other investments,
most notably on the investment in SGL Carbon SE,
Wiesbaden, had also negatively impacted other finan-
cial result.

Profit before tax increased to €9,224 million (2014:
€8,707 million). The pre-tax return on sales was 10.0 %
(2014: 10.8%).

Income tax expense amounted to €2,828 million
(2014: €2,890 million), corresponding to an effective
tax rate of 30.7 % (2014: 33.2%). The lower income tax
expense for the twelve-month period was partly due
to the changed regional earnings mix as well as inter-
group pricing issues.

Earnings performance by segment

Revenues of the Automotive segment grew by 13.8 % to
€85,536 million on the back of higher sales volume
and the positive currency impact. Adjusted for exchange
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Revenues by segment

Profit/loss before tax by segment

in € million in € million

2015 2014 — 2015 2014 —
Automotive 85,536 75,173 —  Automotive 7,523 6,886 —
Motorcycles 1,990 1,679 ——  Motorcycles 179 107 —
Financial Services 23,739 20,599 —  Financial Services 1,975 1,723 —
Other Entities 7 7 ——  OtherEntities 211 154 —
Eliminations -19,097 -17,057 —  Eliminations -664 -163 —
Group 92,175 80,401 Group 9,224 8,707

rate factors, the increase was 6.3 %. The gross profit
margin was at a similar level to the previous year at
17.7% (2014: 18.6%).

Compared to the previous year, selling and administra-
tive expenses increased by €574 million to €7,219 mil-
lion. Administrative expenses increased due to a number
of factors, including the increased size of the workforce
and higher expenses for new IT projects. Overall, selling
and administrative expenses were equivalent to 8.4 %
(2014: 8.8 %) of revenues.

Other operating income and expenses deteriorated by
€19 million to a net expense of €82 million.

Profit before financial result (EBIT) amounted to
€7,836 million (2014: €7,244 million), giving an EBIT
margin of 9.2% (2014: 9.6 %).

The financial result of the Automotive segment was a
net negative amount of €313 million, an improvement
of €45 million compared to the previous year. The result
from equity-accounted investments, comprising the
segment’s share of the results of the BMW Brilliance
Automotive Ltd., Shenyang, joint venture and the two
DriveNow entities, was €137 million lower than one
year earlier. The interest result for the year deteriorated
by €146 million to a net expense of €435 million. This
was partly attributable to higher net interest expenses
from defined benefit pension plans. Other financial
result in 2015 was a negative amount of €396 million,
mostly arising in connection with the fair value meas-
urement of currency and commodities derivatives.
Compared to the previous year, other financial result
improved by €328 million, mainly thanks to the lower
negative impact of currency derivatives. In the previous
year, impairment losses recognised on other investments,
most notably on the investment in SGL Carbon SE,
Wiesbaden, had also negatively impacted other finan-
cial result.

Opverall, the Automotive segment reports a solid rise in
profit before tax to €7,523 million (2014: €6,886 million).

Motorcycles segment revenues were 18.5 % up on the
previous year. Adjusted for exchange rate factors, the in-
crease was 15.4 %.

Segment profit before tax improved by €72 million to
€179 million on the back of higher sales volume.

Financial Services segment revenues grew by 15.2% to
€23,739 million. Adjusted for exchange rate factors, rev-
enues went up by 7.6 %. The segment’s revenue perfor-
mance primarily reflects the growth of its contract port-
folio. The gross profit margin, at 13.3 %, was roughly
in line with the previous year (2014: 13.7 %). Selling and
administrative expenses were €129 million higher at
€1,164 million. Other operating income and expenses
improved by €17 million to a net expense of €8 million.
Overall, the Financial Services segment reports profit
before tax of €1,975 million, 14.6 % up on the previous
year (2014: €1,723 million).

Profit before tax in the Other Entities segment, at
€211 million, was €57 million higher than one year
earlier.

The negative impact on earnings at the level of profit be-
fore tax reported in the Eliminations column increased
from €163 million in 2014 to €664 million in 2015,
mainly due to an increase in new leasing business and
changes in the leased products portfolio. The previous
year’s figures had also benefited from elimination re-
versal effects.

Financial position

The consolidated cash flow statements for the Group and
the Automotive and Financial Services segments show
the sources and applications of cash flows for the finan-
cial years 2015 and 2014, classified into cash flows from
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operating, investing and financing activities. Cash and
cash equivalents in the cash flow statements correspond
to the amount disclosed in the balance sheet.

Cash flows from operating activities are determined
indirectly, starting with Group and segment net profit.
By contrast, cash flows from investing and financing
activities are based on actual payments and receipts.

The cash inflow from operating activities in 2015 de-
creased by €1,952 million to €960 million (2014:
€2,912 million), mainly reflecting a €2,739 million
increase in receivables from sales financing offset by
a €298 million decrease in inventories (2014: increase
of €971 million).

The cash outflow for investing activities amounted to
€7,603 million (2014: €6,116 million) and was thus 24.3 %
higher than in the previous year. The principal reasons
for the higher cash outflow were a €647 million increase
in expenditure for investments (2014: €99 million)
relating to the acquisition of a shareholding in THERE
Holding B.V., Amsterdam, (accounted for at equity) for
an amount of €668 million and a €1,077 million increase
in the net outflow for investments in marketable secu-
rities and term deposits with longer terms (2015: out-
flow of €1,221 million). The net outflow for these items
comprises investments in marketable securities and
term deposits on the one hand, and proceeds from the
sale of marketable securities and the expiry of term de-
posits on the other.

Further information on investments is provided in the
section on the net assets position.

Cash inflow from financing activities totalled €5,004 mil-
lion (2014: €3,133 million). Proceeds from the issue of
bonds brought in €13,007 million (2014: €10,892 mil-
lion), compared with an outflow of €8,908 million (2014:
€7,249 million) for the repayment of bonds. Non-cur-
rent other financial liabilities resulted in a cash inflow
of €9,715 million (2014: €5,900 million) and a cash
outflow of €8,802 million (2014: €5,697 million). The net
cash inflow for current other financial liabilities was
€2,648 million (2014: €2,132 million). The change in
commercial paper gave rise to a net cash outflow of
€498 million (2014: €1,012 million). The payment of
dividends resulted in a cash outflow of €1,917 million
(2014: €1,715 million).

The cash outflow from investing activities exceeded the
cash inflow from operating activities by €6,643 million
in 2015. A similar constellation arose in the previous
year, when the shortfall had amounted to €3,204 million.

After adjusting for the effects of exchange rate fluc-
tuations and changes in the composition of the BMW
Group with a total positive amount of €73 million
(2014: €88 million), the various cash flows resulted in
a decrease of cash and cash equivalents of €1,566 mil-
lion (2014: increase of €17 million).

The cash flow statement for the Automotive segment
shows that the cash inflow from operating activities ex-
ceeded the cash outflow from investing activities by
€4,312 million (2014: €3,587 million). Adjusted for net
investments in marketable securities and term deposits
with longer terms totalling €1,092 million (2014: outflow
of €106 million), mainly in conjunction with strategic

Change in cash and cash equivalents

in € million
11,000
10,000
9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000

Cash and cash Cash inflow Cash outflow
equivalents from operating from investing
31.12.2014 activities activities
7,688 +960 -7,603

Cash inflow —— Currency trans- Cashand cash ——
from financing lation, changes in equivalents
activities  Group composition 31.12.2015

+5,004 +73 6,122 ——
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liquidity planning, the excess amount was €5,404 mil-
lion (2014: €3,481 million).

Free cash flow for the Automotive segment was as
follows:

in € million 2015 2014 —
Cash inflow from operating activities 11,836 9,423 —
Cash outflow from investing activities -7,624 ——— -5836 —
Net investment in marketable securities and term deposits 1,092 -106 —
Free cash flow Automotive segment 5,404 3,481

Cash outflows for operating activities in the Financial
Services segment are driven primarily by cash flows re-
lating to leased products and receivables from sales fi-
nancing and totalled €10,351 million (2014: €4,715 mil-
lion). Overall, cash outflows from investing activities
totalled €140 million (2014: €297 million). Cash inflows

from financing activities went up by €4,101 million to
€10,028 million, mainly influenced by the change in
other financial liabilities.

Net financial assets of the Automotive segment comprise
the following:

in € million 31.12.2015 31.12.2014 —
Cash and cash equivalents 3,952 5752 —
Marketable securities and investment funds 4,326 3,366 ——
Intragroup net financial assets 11,278 8,583 —
Financial assets 19,556 17,701

Less: external financial liabilities” -2,645 ————— -3478 —
Net financial assets Automotive segment 16,911 14,223

" Excluding derivative financial instruments.

Refinancing

A broadly based range of instruments transacted on in-
ternational money and capital markets is used to refi-
nance worldwide operations. Practically all of the funds
raised are used to finance the BMW Group’s Financial
Services business.

The overall objective of Group financing is to ensure the

solvency of the BMW Group at all times. Achieving this

objective is tackled in three strategic areas:

1. The ability to act at all times by assuring permanent
access to strategically important capital markets,

2. Autonomy through the diversification of refinancing
instruments and investors, and

3. Focus on value by optimising financing costs.

Financing measures undertaken centrally ensure access
to liquidity for the Group’s operating subsidiaries on
market-based and consistent conditions. Funds are ac-
quired with a view to achieving a desired structure for
the composition of liabilities, comprising a finely tuned
mix of financing instruments. The use of longer-term
financing instruments to finance the Group’s financial
services business and the maintenance of a sufficiently
high liquidity reserve serves to avoid the liquidity risk
intrinsic to any large portfolio of contracts. This prudent
approach to financing also bolsters BMW AG’s ratings.
Further information is provided in the “Liquidity risks”
section of the “Report on outlook, risks and opportu-
nities”.
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Apart from issuing commercial paper on the money
market, the BMW Group’s financing companies also
issue bearer bonds. In addition, retail customer and
dealer financing receivables on the one hand and leas-
ing rights and obligations on the other are securitised
in the form of asset-backed securities (ABS) financing
arrangements. Financing instruments employed by the
Group’s in-house banks in Germany and the USA (e.g.
customer deposits) are also used as a supplementary
source of financing. Owing to the increased use of in-
ternational money and capital markets to raise funds,
the scale of funds raised in the form of loans from in-
ternational banks is relatively small.

Thanks to its good ratings and the high level of accept-
ance it has on capital markets, the BMW Group was
again able to refinance operations during the financial
year 2015 on debt capital markets. In addition to the
issue of bonds and loan notes on the one hand and
private placements on the other, commercial paper was
also issued. Additional funds were raised via new secu-
ritised instruments and the prolongation of existing in-
struments. As in previous years, all issues were highly
sought after by both private and institutional investors.

In the course of 2015, the BMW Group issued eight euro
benchmark bonds with a total issue volume of €6.75 bil-

BMW Group - financial liabilities
in € million

Other

Derivative instruments
Commercial paper

Liabilities to banks
Bonds

Liabilities from customer
deposits (banking)

Asset-backed financing
transactions

Bonds 40,319
Asset-backed financing transactions 13,631
Liabilities from customer deposits (banking) 13,509
Liabilities to banks 12,720
Commercial paper 5,415
Derivative instruments 4,550
Other 1,539

BMW Group - financial liabilities
in € million

45,000
37,500
30,000
22,500
15,000

7,500

later than5

within 1

Maturity (years) = between1and 5

42,160 41,289 8,234

lion on European capital markets. Bonds were also
issued in British pounds, US dollars, Australian dollars,
South Korean won and other currencies for a total
amount of €6.35 billion.

Nine public ABS transactions were executed in 2015, in-
cluding three in the USA, two each in Germany and
China, and one each in Canada and France, with a total
volume equivalent to €5.7 billion. Further funds were
also raised via new ABS conduit transactions in Canada,
Japan and Switzerland totalling €1.1 billion. Other exist-
ing transactions remained in place in various countries,
including the UK, South Korea, South Africa, Brazil and
Australia.

The regular issue of commercial paper also strengthens
the BMW Group’s financial basis. The following table
provides an overview of amounts utilised at 31 December
2015 in connection with the BMW Group’s money and
capital market programmes:

Programme Amount utilised —
in € billion

Euro Medium Term Notes 363 —
Australian Medium Term Notes 03 —
Commercial paper 56 —

Liquid funds stood at a high level of €11.4 billion at
31 December 2015. The BMW Group also has access to
a syndicated credit line of €6 billion, with a term up to
October 2018. This credit line, which is provided by a
consortium of 38 international banks, had not been
utilised at the end of the reporting period.
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Further information with respect to financial liabilities
is provided in notes 34, 38 and 42 to the Group Financial
Statements.

Net assets

The Group balance sheet total increased by €17,371 mil-
lion (11.2%) compared to the end of the previous finan-
cial year to stand at €172,174 million at 31 December
2015. Adjusted for exchange rate factors, the balance
sheet total increased by 7.7 %. The currency impact
was mainly attributable to the appreciation in the value
of a number of currencies against the euro, most nota-
bly the US dollar, the British pound and the Chinese
renminbi.

The increase in non-current assets on the assets side of
the balance sheet related primarily to leased products
(15.9 %), receivables from sales financing (11.8 %) and
investments accounted for using the equity method
(105.2%).

Within current assets, increases were registered in par-
ticular for receivables from sales financing (19.5 %) and
financial assets (23.2%). By contrast, cash and cash
equivalents decreased by 20.4 %.

The growth in business reported by the Financial Services
segment is reflected in increases of €4,592 million and
€4,427 million in current and non-current receivables
from sales financing respectively and in the higher level
of leased products (up by €4,800 million). At 31 Decem-
ber 2015, leased products accounted for 20.3 % of total
assets (2014: 19.5%). Adjusted for exchange rate factors,
leased products increased by 10.6 %. Non-current re-
ceivables from sales financing accounted for 24.3 %
(2014: 24.2 %) of total assets, current receivables from
sales financing for 16.4 % (2014: 15.2%). Adjusted for ex-
change rate factors, non-current receivables from sales
financing went up by 7.7 %, current receivables from
sales financing by 14.5 %.

Investments accounted for using the equity method were
€1,145 million higher at €2,233 million, whereby the
increase was mainly attributable to the first-time con-
solidation of THERE Holding B.V., Amsterdam, and the
BMW Group’s share of earnings of the BMW Brilliance
Automotive Ltd., Shenyang, joint venture.

Other current financial assets went up by €1,251 million
compared to 31 December 2014 to stand at €6,635 mil-
lion and accounted for 3.9 % (2014: 3.5 %) of total assets.
Adjusted for exchange rate factors, financial assets in-

creased by 21.1 %, mainly as a result of the purchase of
marketable securities.

Cash and cash equivalents went down by €1,566 million
to €6,122 million, due to investments made in mar-
ketable securities. Changes in cash and cash equiva-
lents are described in the “Financial position” section.

On the equity and liabilities side of the balance sheet,
increases were recorded for non-current and current
financial liabilities (14.7 % and 12.5 % respectively),
Group equity (14.2%) and current other provisions
(18.4 %). By contrast, pension provisions decreased
by 34.8 %.

Non-current and current financial liabilities increased
from €80,649 million to €91,683 million over the twelve-
month period. Adjusted for currency factors, the in-
crease was 10.1 %. The execution of new ABS transac-
tions and the issue of new bonds were the main factors
driving the increase in non-current and current finan-
cial liabilities.

Group equity rose by €5,327 million to €42,764 million,
increased primarily by the profit attributable to share-
holders of BMW AG (€6,369 million). The dividend paid
by BMW AG reduced equity by €1,904 million. Equity
increased as a result of the positive impact arising on
the currency translation of foreign subsidiaries’ finan-
cial statements (€765 million) and on remeasurements
of the net defined benefit liability for pension plans
(€1,413 million), the latter attributable primarily to the
higher discount rates applied in Germany, the UK and
the USA. In addition, deferred taxes on items recognised
directly in equity increased equity by €115 million.
Group equity was reduced by net fair value losses on
derivative financial instruments (€1,301 million) and
on marketable securities (€170 million). Other items in-
creased equity by €40 million.

Current other liabilities went up by €1,433 million to
€9,208 million, partly due to increases in deposits re-
ceived, advance payments from customers, and in-
creases in other taxes. The change in deferred income
due to greater volumes of service contracts, Connected
Drive offers and leasing business also contributed to
the increase.

Pension provisions decreased from €4,604 million to
€3,000 million over the twelve-month period, mainly as
a result of the higher discount factors used in Germany,
the UK and the USA.
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Balance sheet structure - Group

Total equity and liabilities in € billion

Non-current assets 64% 25% Equity
63% 24%
37% —— Non-current provisions and liabilities
38%
Current assets 36% % 8% 38% ————————— Current provisions and liabilities
—— thereof cash and cash equivalents ——————— 4% 5%
2015 —— 2014 2014 ——2015
172 155 155 172
Balance sheet structure — Automotive segment
Total equity and liabilities in € billion
Non-current assets 48% 40% Equity
46% 39%
18% 17% Non-current provisions and liabilities
Current assets 52% 54%,
43% 43% —————————— Current provisions and liabilities
—— thereof cash and cash equivalents ————— 5% 7%
2015 —— 2014 2014 ——2015
83 79 79 83

The Group equity ratio at the end of the reporting period
was 24.8 % (31 December 2014: 24.2%). The equity ratio
of the Automotive segment was 40.1% (31 December
2014: 39.2%) and that of the Financial Services segment
was 8.2% (31 December 2014: 8.8 %).

Overall, the results of operations, financial position and
net assets position of the BMW Group continued to de-
velop positively during the year under report.

Compensation Report

The compensation of the Board of Management com-
prises both a fixed and a variable component. Bene-
fits are also payable — primarily in the form of pension
benefits — at the end of members” mandates. Further
details, including an analysis of remuneration by
each individual, are disclosed in the Compensation
Report, which can be found in the section “Statement
on Corporate Governance”. The Compensation
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Report is a subsection of the Combined Management

Report.

Value added statement

The value added statement shows the value of work per-

formed, less the value of work bought in by the BMW
Group during the financial year. Depreciation and

amortisation, cost of materials, and other expenses are

treated as bought-in costs in the value added calcula-
tion. The allocation statement applies value added to
each of the participants involved in the value added
process. It should be noted that the gross value added
amount treats depreciation as a component of value
added which, in the allocation statement, is treated as

internal financing.

Net valued added by the BMW Group in 2015 in-
creased by 9.2 % to €22,524 million and was once
again at a high level.

The bulk of the net value added (48.3 %) is applied to
employees. The proportion applied to providers of
finance was at a similar level to the previous year (8.5%).
The government/public sector (including deferred tax
expense) accounted for 14.8 %. The proportion of net
value added applied to shareholders was at a similar level
to the previous year (9.3 %). Minority interests take a

0.1 % share of net value added. The remaining proportion
of net value added (19.0 %) will be retained in the Group

to finance future operations.

BMW Group value added statement

2015 2015 2014 2014 Change —

in € million in % in € million in % in %
Work performed
Revenues 92,175 98.8 80,401 98.7
Financial income 200 0.2 156 0.2
Otherincome 914 1.0 877 1.1
Total output 93,289 w 81,434 m ﬁ
Cost of materials” 51,145 54.8 44,078 54.1
Other expenses 11,398 12.2 9,012 1.1
Bought-in costs 62,543 67.0 53,090 65.2 17.8
Gross value added 30,746 33.0 28,344 34.8 85 —
Depreciation and amortisation of total tangible,
intangible and investment assets 8,222 8.8 7,724 9.5
Net value added 22,524 24.2 20,620 25.3 9.2
Applied to
Employees 10,870 48.3 9,764 47.4 1.3 —
Providers of finance 1,918 8.5 1,733 8.4 10.7 —
Government/public sector 3,340 14.8 3,306 16.0 1.0 —
Shareholders 2,102 9.3 1,904 9.2 104 —
Group 4,267 19.0 3,894 18.9 96 —
Minority interest 27 0.1 19 0.1 421 —
Net value added 22,524 100.0 20,620 100.0 9.2

* Cost of materials comprises all primary material costs incurred for vehicle production plus ancillary material costs (such as customs duties, insurance premiums and freight).
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BMW Group value added 2015

in %
Depreciation and amortisation 483% Employees
Other expenses
Netvalue added 8.5% Providers of finance
14.8% —— Government/public sector
Cost of materials 9.3% Shareholders
19.0% Group
0.1% Minority interest
Net value added ————24.2 Depreciation and amortisation — 8.8
Cost of materials —— 54.8 Other expenses ———  12.2
Key performance figures
2015 2014 —
Group gross margin % 19.7 212 —
Group EBITDA margin % 15.5 165 —
Group EBIT margin % 10.4 1.3 —
Group pre-tax return on sales % 10.0 108 —
Group post-tax return on sales % 6.9 72 —
Group pre-tax return on equity % 24.6 245 —
Group post-tax return on equity % 17.1 163 —
Group equity ratio % 24.8 242 —
—— Automotive equity ratio % 40.1 392 —
—— Financial Services equity ratio % 8.2 88 —
Coverage of intangible assets, property, plant and equipment by equity (Group) % 169.9 1581 —
Return on capital employed
—— Group % 19.3 208 —
—— Automotive % 72.2 617 —
—— Motorcycles % 31.6 21.8 —
Return on equity
—— Financial Services % 20.2 194 —
Cash inflow from operating activities (Group) € million 960 2912 —
Cash outflow from investing activities (Group) € million -7,603 -6,116 —
Coverage of cash outflow from investing activities by cash inflow from operating activities (Group) % 12.6 476 —
Free cash flow of Automotive segment € million 5,404 3,481 —
Net financial assets Automotive segment € million 16,911 14,223 —
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Report on Economic Position
Comments on Financial Statements of BMW AG

Bayerische Motoren Werke Aktiengesellschaft (BMW AG),
based in Munich, Germany, is the parent company of
the BMW Group. The comments on the BMW Group
and Automotive segment provided in earlier sections
are also relevant for BMW AG, unless presented differ-
ently in the following section. The Financial Statements
of BMW AG are drawn up in accordance with the pro-
visions of the German Commercial Code (HGB) and
the relevant supplementary provisions contained in
the German Stock Corporation Act (AktG).

The main financial and non-financial performance indi-
cators relevant for BMW AG are largely identical and
synchronous with those of the Automotive segment
of the BMW Group and are described in detail in the
“Report on Economic Position” section of the Combined
Management Report.

Differences between the accounting policies used in the
BMW AG financial statements (prepared in accordance
with HGB) and the BMW Group Financial Statements
(prepared in accordance with IFRS) arise primarily in
connection with the accounting treatment of intangible
assets, financial instruments, provisions and deferred
taxes.

Business environment and review of operations

The general and sector-specific environment in which
the BMW AG operates is the same as that for the
BMW Group and is essentially described in the “Report

on Economic Position” section of the Combined Manage-
ment Report.

BMW AG develops, manufactures and sells cars and
motorcycles as well as spare parts and accessories manu-
factured by itself, foreign subsidiaries and external
suppliers. Sales activities are carried out primarily
through branches, subsidiaries, independent dealers
and importers. In 2015, BMW AG increased sales vol-
ume by 108,595 units to 2,275,367 units. This figure
includes 287,755 units relating to series sets supplied
to the joint venture BMW Brilliance Automotive Ltd.,
Shenyang, an increase of 289 units over the previous
year. At 31 December 2015, BMW AG employed a work-
force of 84,860 people, 4,185 more than one year earlier.

Results of operations

Revenues increased by 8.7 % compared to the previous
year, primarily as a result of higher sales volume. In geo-
graphical terms, most of the increase related to North
America and Europe. Sales to Group entities accounted
for €55.5 billion or 76.7 % of total revenues of €72.4 billion.

Cost of sales increased by 11.5 % to €57,764 million and
therefore at a more pronounced rate than the increase in
revenues, mainly reflecting higher purchase prices from
production sites outside Germany and the intragroup
transfer of prior-year warranty expenses from one of the
Group’s sales company to BMW AG. As a result, gross
profit decreased by €167 million to €14,620 million.

BMW AG Income Statement

in € million

2015 2014 —
Revenues 72,384 66,599 —
Cost of sales -57,764 ———— -51812 —
Gross profit 14,620 14,787
Selling expenses -3,427 -3,533 —
Administrative expenses -2,610 -2,259 —
Research and development expenses -4,758 -4,152 —
Other operating income and expenses 184 28 —
Result on investments 1,606 741 —
Financial result -1,043 -449 —
Profit from ordinary activities 4,572 5,163
Income taxes -1,782 -1,884 ——
Other taxes -49 -50 —
Net profit 2,741 3,229
Transfer to revenue reserves -639 -1,325 —
Unappropriated profit available for distribution 2,102 1,904
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At €3,427 million, selling expenses were slightly lower
than one year earlier (2014: €3,533 million).

Administrative expenses went up by 15.5% to €2,610 mil-
lion, mainly as a result of new IT projects and the higher
workforce size.

Research and development expenses related mainly to
new vehicle models (including relevant expenses relat-
ing to the start-up of the new 7 Series), the development
of drive systems and work on other innovations. Over-
all, research and development expenses increased by
14.6 % year-on-year.

The net positive amount of other operating income and
expenses improved by €156 million to €184 million,
and included primarily realised exchange rate gains and
losses as well as reversals of and allocations to provisions.

The financial result deteriorated by €594 million, mainly
as a result of lower gains on the fair value measurement
of designated plan assets and the reduction in the dis-
count interest rate used in conjunction with pension and
other non-current personnel provisions. Lower write-
downs on investments worked in the opposite direction.

The profit from ordinary activities decreased from
€5,163 million to €4,572 million.

The expense for income taxes relates primarily to cur-
rent tax for the financial year 2015.

After deducting the expense for taxes, the Company
reports a net profit of €2,741 million, compared to
€3,229 million in the previous year.

Financial and net assets position

Capital expenditure on intangible assets and property,
plant and equipment in the year under report amounted
to €2,748 million (2014: €3,150 million), down by 12.8 %
compared to the previous year. Depreciation and amor-
tisation amounted to €2,072 million (2014: €1,890 mil-
lion).

At €3,250 million, the carrying amount of investments
was similar to one year earlier (2014: €3,236 million).

Inventories increased to €4,267 million (2014: €3,859 mil-
lion) due to higher business volumes generally and

stocking up in conjunction with the introduction of new
models.

Receivables from subsidiaries climbed by €1,029 million
to €6,229 million, largely in conjunction with intragroup
financing receivables.

The decrease in other receivables and other assets to
€1,820 million (2014: €2,502 million) was mainly at-
tributable to a lower volume of genuine repurchase
(repo) transactions in place at the end of the reporting
period and lower tax receivables.

Liquidity within the BMW Group is managed centrally by
BMW AG on the basis of a group-wide liquidity concept,
which revolves around the strategy of concentrating a
significant part of the Group’s liquidity at the level of
BMW AG. An important instrument used to achieve this
aim is the cash pool headed by BMW AG. The liquidity
position reported by BMW AG therefore reflects the
global activities of BMW AG and other Group companies.

Cash and cash equivalents went down by €595 million
to €2,478 million. This decrease over the twelve-month
period was mainly due to the increase in funds invested
in marketable securities as a strategic liquidity reserve.
At the same time, intragroup refinancing volumes at the
level of BMW AG were also reduced.

Equity rose by €861 million to €12,927 million, while the
equity ratio improved from 35.2 % to 37.0 %.

In order to secure obligations resulting from pre-retire-
ment part-time working arrangements and pension obli-
gations, investments in fund assets totalling €496 million
were transferred to BMW Trust e.V., Munich, in con-
junction with a Contractual Trust Arrangement (CTA).
Fund assets are offset against the related guaranteed ob-
ligations. The resulting surplus of assets over liabilities
is reported in the BMW AG balance sheet on the line “Sur-
plus of pension and similar plan assets over liabilities”.

Pension provisions, net of designated plan assets, in-
creased from €12 million to €82 million.

The increase in other provisions related mainly to sales-
related obligations, pending losses on commodity and
currency contracts, warranties and personnel-related
obligations.
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BMW AG Balance Sheet at 31 December

in € million

2015 2014
Assets
Intangible assets 353 405
Property, plant and equipment 11,016 10,304
Investments 3,250 3,236
Tangible, intangible and investment assets 14,619 13,945
Inventories 4,267 3,859
Trade receivables 628 697
Receivables from subsidiaries 6,229 5,200
Other receivables and other assets 1,820 2,502
Marketable securities 3,911 3,572
Cash and cash equivalents 2,478 3,073
Current assets 19,333 18,903
Prepayments 303 265
Surplus of pension and similar plan assets over liabilities 722 1,123
Total assets 34,977 34,236
Equity and liabilities
Subscribed capital 657 656
Capital reserves 2,107 2,084
Revenue reserves 8,061 7,422
Unappropriated profit available for distribution 2,102 1,904
Equity 12,927 12,066
Registered profit-sharing certificates 30 31
Pension provisions 82 12
Other provisions 7,617 7,308
Provisions 7,699 7,320
Liabilities to banks 1,343 1,864
Trade payables 4,500 4,784
Liabilities to subsidiaries 6,690 6,872
Other liabilities 239 216
Liabilities 12,772 13,736
Deferred income 1,549 1,083
Total equity and liabilities 34,977 34,236

Liabilities to banks decreased as a result of the repay-
ment of project-related loans.

Deferred income went up by €466 million to €1,549 million
and comprised mainly amounts relating to services still to
be performed for service and maintenance contracts.
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Report on Economic Position
Events after the End of the Reporting Period

Risks and opportunities

BMW AG’s performance is highly dependent on the
same set of risks and opportunities that affect the BMW
Group and which are described in detail in the “Report
on Outlook, Risks and Opportunities” section of the Com-
bined Management Report. As a general rule, BMWAG
participates in the risks entered into by Group entities
on the basis of the relevant shareholding percentage.

BMW AG is integrated in the group-wide risk manage-
ment system and internal control system of the BMW
Group. Further information is provided in the “Internal
Control System and Risk Management System Relevant
for the Financial Reporting Process” section of the Com-
bined Management Report.

Outlook

Due to its dominant role in the Group and its close ties
with Group entities, expectations for the BMW AG with
respect to the Company’s financial and non-financial
performance indicators correspond largely to the BMW
Group’s outlook for the Automotive segment, which is
described in detail in the “Report on Outlook, Risks and
Opportunities” section of the Combined Management
Report.

KPMG AG Wirtschaftspriifungsgesellschaft, Munich,
has issued an unqualified audit opinion on the financial
statements of BMW AG, of which the balance sheet and
the income statement are presented here. The BMW AG
financial statements for the financial year 2015 will be
submitted to the operator of the electronic version of the
German Federal Gazette and can be obtained via the
Company Register website. These financial statements
are available from BMW AG, 80788 Munich, Germany.

Events after the end of the reporting period

No events have occurred since the end of the reporting
period which could have a major impact on the result

of operations, financial position and net assets of BMWAG
or the BMW Group.
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Report on Outlook, Risks and Opportunities
Outlook

The report on outlook, risks and opportunities describes
the expected development of the BMW Group, including
the associated material risks and opportunities, from a
Group management perspective. The outlook covers

a period of one year, in line with the Group’s internal
management system. However, risks and opportunities
are managed on the basis of a two-year assessment.
The report on risks and opportunities therefore covers a
period of two years.

The report on outlook, risks and opportunities contains
forward-looking assertions based on the BMW Group’s
expectations and assessments, which are, by their very
nature, subject to uncertainty. As a result, actual out-
comes, including those attributable to political and eco-
nomic developments, could differ substantially - either
positively or negatively — from the expectations de-
scribed below. Further information can be found in the
section “Report on Risks and Opportunities”.

Outlook

Assumptions used in the outlook

The following outlook relates to a forward-looking pe-
riod of one year and is based on the composition of the
BMW Group during that period. The outlook takes ac-
count of all information known up to the date on which
the financial statements are authorised for issue and
which could have a material effect on the overall perfor-
mance of the BMW Group. The expectations contained
in the outlook are based on the BMW Group's forecasts
for 2016 and reflect the most recent status. The basis for
the preparation of and the principal assumptions used in
the forecasts — which consider the consensual opinions
of leading organisations, such as economic research in-
stitutes and banks - are set out below. The BMW Group’s
forecast is drawn up on the basis of these assumptions.

The continuous forecasting process ensures that the
BMW Group is always ready to take advantage of op-
portunities as they arise and to react appropriately to
unexpected risks. The principal risks and opportuni-
ties are described in detail in the section “Report on
Risks and Opportunities”. The risks and opportunities
discussed in that section are relevant for all of the
BMW Group’s key performance indicators and could
result in variances between the outlook and actual
outcomes.

Economic outlook
The upturn in the world economy is likely to continue
and generate growth of 3.4 % in 2016. A more restrictive

monetary policy in the USA, the political instability in
Europe, the high levels of sovereign debt being amassed
in Japan and over-capacities in various industrial sectors
in China pose the greatest risks for global economic
growth. Unsolved geopolitical conflicts and problems
resulting from the high number of people seeking refuge,
particularly in Europe, could possibly lead to nationalis-
tic interests becoming a major issue, with correspond-
ingly negative consequences for world trade. Further in-
formation on political and global economic risks can be
found in the risk report.

Economic recovery in the eurozone is expected to con-
tinue at a growth rate of 1.6 % in 2016. Similar to the
previous year, the German economy is predicted to play
a major role and grow by 1.8 %. The economies of both
France (1.4 %) and Italy (1.3 %) are set to record higher
growth rates than one year earlier.

In southern Europe, the reforms implemented in recent
years are contributing to an economic recovery, enabling
Spain and Portugal to continue growing on the back of
the general upturn and are likely to grow by 2.7 % and
1.6 % respectively, according to forecasts.

Growth in the UK will probably be somewhat weaker,
although again in 2016 the expected GDP growth of
2.2% is well above that of the eurozone. The referendum
on the UK remaining in the EU, which must be held by
the end of 2017, can take place at the earliest in the
second half of 2016 and is therefore a source of additional
uncertainty.

The US economy is likely to maintain its current high
pace of growth. Despite the increase in benchmark in-
terest rates, and hence a less expansive monetary policy,
growth of 2.4 % is predicted for 2016. The low price of
oil is highly likely to have a positive impact on consumer
spending.

In Japan, the central bank is again set to continue its
“cheap money” policy in 2016 and therefore guarantee
companies attractive financing conditions, which is
likely to give the Japanese economy sufficient momen-
tum to warrant 1.0 % growth.

In China, economic growth is again expected to weaken
slightly in 2016, resulting in a growth rate in the region
of 6.5%. The realignment of the Chinese economy to-
wards a more consumption-oriented society is designed
to lead to greater stability, even if growth rates are likely



18- COMBINED MANAGEMENT REPORT
18 General Information on the BMW Group

18
20

Business Model
Management System

23 Report on Economic Position

23

27
27

29
49

59

62

General and Sector-specific
Environment

Overall Assessment by Management
Financial and Non-financial
Performance Indicators

Review of Operations

Results of Operations, Financial
Position and Net Assets

Comments on Financial Statements
of BMW AG

Events after the End of the
Reporting Period

63— Report on Outlook, Risks and
Opportunities

63—

68

Outlook
Report on Risks and Opportunities

81 Internal Control System and Risk
Management System Relevant for the
Financial Reporting Process

83 Disclosures Relevant for Takeovers
and Explanatory Comments

87 BMW Stock and Capital Markets

64

to be weaker in the short term. It cannot be ruled out,
however, that economic output in China may slow down
more than currently expected.

In India, investment-friendly economic policies are likely
to continue in 2016, helping to generate a growth rate
of 7.6 %. The outlook for Russia (- 0.2 %) and Brazil
(-2.6%) is far less bright. After drops in economic output
in 2015, both economies are likely to remain in reces-
sion in 2016, with persistently low prices for raw mate-
rials exerting a detrimental effect on growth.

Currency markets

Currencies which have the greatest influence on the
BMW Group’s international business, i.e. the US dollar,
the Chinese renminbi, the Japanese yen and the British
pound, may well be subject to a significant degree of
fluctuation again in 2016.

The US dollar is again likely to remain generally strong
against the euro in 2016. This assumption is supported
by the interest rate turnaround initiated in the USA in
December 2015, highlighting the different approaches
to monetary policies taken by the Fed and the ECB.
Another factor is that economic recovery in Europe is
likely to proceed at a slower pace than in the USA.

Given that the Chinese renminbi will probably remain
closely coupled to the US dollar in the short term, there
is a considerable likelihood that its value against the
euro will tend upwards in 2016. If, on the other hand,
the Chinese central bank continues to intervene in cur-
rency markets, thus halting the upward trend, the value
of the renminbi may possibly move sideways. In the
long term, however, capital markets in China are likely
to become more liberalised, as a result of which the con-
vertibility of the renminbi with other currencies would
increase.

As the Bank of Japan and the ECB seem set to continue
their expansionary monetary policies for the time be-
ing, the rate of the Japanese yen is unlikely to fluctuate
greatly in relation to the euro.

Owing to the robust state of the UK economy, and fanned
by speculation that the Bank of England is on the verge
of raising interest rates, the British pound could either
remain at its current level or even gain additional ground
in the short to medium term.

The onset of normalisation with respect to US mone-
tary policies suggests that the currencies of numerous
emerging economies will remain under pressure in the
foreseeable future. Countries that export raw materials
and are faced with current account and fiscal deficits
are most likely to be affected.

Automobile markets

Worldwide demand for automobiles is forecast to grow by
approximately 1.9 % in the current year to an estimated
84.0 million units. Breaking that figure down, the BMW
Group forecasts slightly lower growth in the USA than
in 2015, with market volume edging up by around 1.3 %
to 17.7 million units. China is expected to see a further
drop in the pace of vehicle registration growth, slowing
to around 6.9 % or 22.0 million units.

The majority of Europe’s markets are likely to continue
recovering in 2016, growing overall by approximately
1.4 % to 14.4 million units. Excluding Germany, the pic-
ture across Europe is similar, with market volume also
expected to grow by 1.4 % to 11.2 million units. The re-
gion’s core markets, however, are only likely to see rela-
tively weak growth. Registration figures in Germany, for
instance, are predicted to increase by 1.4 % to 3.3 mil-
lion units. The French market is expected to grow by
3.3 % to 1.9 million units and the Italian market by 3.0 %
to 1.6 million units. By contrast, demand in Spain is
expected to show even more vitality than in 2015 and
grow by 9.7 % to 1.1 million units.

The market in Japan is forecast to grow by 7.3 % to 5.2 mil-
lion units year-on-year.

Automobile markets in major emerging economies are
likely to remain under pressure in the current year. Due
to the prevailing unfavourable economic and political
situation, Russia is expected to see a further drop of
15.4 % to 1.2 million units. The situation in Brazil seems
unlikely to stabilise after the decrease recorded in 2015,
with the market expected to contract by a further 7.6 %
to 2.3 million units.

Motorcycle markets

Markets for 500 cc plus motorcycles are likely to con-
tinue growing slightly in 2016. Registration figures for
Europe as a whole are also expected to rise slightly,
including a minor increase in Germany. Italy and
France are set to remain at similar levels to the past
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year. The positive trend in the USA is expected to
continue.

Financial services markets

The trend towards more normal rates of growth in
China, together with weaker signals coming from other
emerging markets, is bound to have an influence on
global trade, and hence on export-oriented industrialised
countries in 2016. While the Chinese central bank will
no doubt be directing its attention to measures aimed at
stabilising the domestic economy, other key central
banks are likely to focus on achieving price stability.

In the USA, stable economic growth, the improving em-
ployment situation and higher inflation could induce
the Fed to raise interest rates moderately over the course
of the year.

In the eurozone, interest rates are set to remain low over
the coming year. Factors such as stubbornly low infla-
tion rates, steady economic recovery and uncertainty re-
garding economic developments on major emerging
markets could persuade the ECB to continue its bond-
buying programme.

Depending on rates of growth and inflation on the
domestic front and developments in key emerging
economies, the UK could well see a first interest rate
rise at some point in 2016. Uncertainties prevailing
prior to the referendum on a possible exit from the EU
could, however, forestall a return to more accustomed
monetary policies.

The Japanese economy is again only likely to see slow
growth in 2016. Even though consumer spending vol-
umes should rise on the back of the Bank of Japan’s ex-
pansionary monetary policy, other unfavourable factors,
such as weak demand from China, could stand in the
way of a sustainable upturn.

Expected consequences for the BMW Group

Future developments on international automobile
markets also have a direct influence on outcomes for
the BMW Group. Whereas competition might intensify
in contracting markets, new opportunities beckon in
growth regions. Sales volumes in some countries are
likely to be affected by a range of new competitive chal-
lenges. The dynamic growth seen on European mar-
kets in 2015 is not expected to maintain the same pace

in 2016. The Americas region should see a continua-
tion of the upward trend of previous years. Despite
the ongoing process of normalisation on the Chinese
market, sales volumes in Asia could well pick up
again.

Due to its global business model, the BMW Group is well
placed to exploit opportunities, including those arising
at short notice. Outstanding coordination between the
Group’s sales and production networks also helps cush-
ion the impact of unforeseeable developments in its
various regions. Investing in markets with good future
prospects is also a basis for further growth, while simul-
taneously expanding the global presence of the BMW
Group. Thanks to its three strong brands - BMW, MINI
and Rolls-Royce - there is every reason to assume that
the BMW Group will continue performing successfully
during the current year.

Outlook for the BMW Group

BMW Group

Profit before tax: slight increase expected

Competition on international automobile markets is set
to remain fierce in the current year. Furthermore, con-
tinuing normalisation on the Chinese market and develop-
ments in Russia are likely to influence the pace of earn-
ings growth. Political and macroeconomic uncertainties
in Europe may also play a role (see the section “Political
and global economic risks” in the risk report).

Nevertheless, the BMW Group expects to remain firmly
on course for growth in 2016. Attractive products and
services, covering the entire spectrum of individual mo-
bility, will continue making a substantial contribution
to further improving earnings. This upward trend will,
however, be held down by rising personnel expenses
and high levels of investment in projects that ultimately
help safeguard future competitiveness. Overall, Group
profit before tax is expected to increase slightly year-on-
year (2015: €9,224 million).

Workforce at year-end: slight increase expected

The BMW Group will continue to recruit staff in 2016,
spurred by growth in the automobile and motorcycle
lines of business on the one hand and the expansion of
its financial and mobility services on the other. Based
on our latest forecasts, we expect a slight increase in the
size of the workforce (2015: 122,244 employees) during
the coming twelve-month period.
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Automotive segment

Deliveries to customers: slight increase expected

The BMW Group forecasts successful sales volume per-
formances for all three of its brands in 2016. Apart
from aiming for evenly balanced growth in the various
regions, a sharp eye is also always kept on profitability.
Based on these forecasts, the BMW Group is set to re-
main at the forefront of the premium segment in 2016.
Assuming economic conditions remain stable, deliveries
to customers are expected to rise slightly to a new re-
cord level (2015: 2,247,485" units).

Although the overall pace of growth may be marginally
weaker than one year earlier, the combination of attrac-
tive new models and good market conditions, particu-
larly in Europe, should nevertheless provide additional
impetus for vehicle sales. Most notably, the previous
year’s upward trend on southern European markets is
set to continue. By contrast, the situation on the Russian
car market is likely to remain tense over the forecast pe-
riod. Despite progressive normalisation on the Chinese
market, Asia as a whole is expected to provide a certain
degree of momentum for growth. Sales volume in the
USA is also forecast to rise slightly.

A good contribution to overall sales performance in 2016
is expected to come from the new models available since
mid-2015, including the new seven-seater BMW 2 Series
Gran Tourer and the model updates of the BMW 3 Series
Sedan, the 3 Series Touring and the M3. The second
generation of the extremely successful BMW X1 was
launched in October 2015. The highly efficient BMW X5
xDrive40e has been in showrooms since the end of
2015. This plug-in hybrid vehicle represents the next
step in the process of transferring innovative drivetrain
system technologies from BMW i models to the core
BMW brand. At the end of October 2015, the sixth gen-
eration of the BMW 7 Series heralded the beginning of a
new era in the luxury segment. The new MINI Clubman
has also been on the market since the end of October
2015.

Further additions to the model range will also be made
in the course of 2016. February saw the launch of the

new BMW X4 M40i. The premium small car segment
was enriched by the addition of the new version of the
MINI Convertible in early March. A luxury convertible,

the Rolls-Royce Dawn, will become available during the
first half of the year.

Carbon fleet emissions?: slight decrease expected
Regulations governing vehicle carbon emissions are be-
coming stricter all around the world. Developing highly
efficient combustion engines and increasing the scope
of electrification in its fleet of vehicles are key aspects in
the BMW Group’s constant efforts to reduce fuel con-
sumption and carbon emissions, without compromising
its excellent standards in terms of sporting flair and
dynamic driving performance. Fleet emissions are fore-
cast to improve slightly in 2016, thus continuing the
trend seen in previous years (2015: 127 grams CO, /km).

Revenues: slight increase expected

The positive business performance predicted for the
BMW Group will also be reflected in Automotive seg-
ment revenues. A slight increase in segment revenues
is therefore predicted for the forecast period (2015:
€85,536 million).

EBIT margin in target range between 8 and 10 % expected
An EBIT margin in a range between 8 and 10 % (2015:
9.2%) remains the target for the Automotive segment.

Segment RoCE is forecast to decrease moderately (2015:
72.2%). However, the long-term target RoCE of at least
26 % for the Automotive segment will be easily surpassed.

Motorcycles segment

Deliveries to customers: slight increase expected

The BMW Group expects the upward trend in the Motor-
cycles segment to continue. The new R NineT Scrambler
and G 310 R models unveiled at last autumn’s trade fairs
will broaden the product portfolio and attract new cus-
tomer groups. Overall, deliveries of BMW motorcycles to
customers are forecast to increase slightly year-on-year
(2015: 136,963 units).

Return on capital employed: slight decrease expected
Segment RoCE is forecast to decrease slightly in 2016
(2015: 31.6 %), mainly reflecting the scheduled build-up
of inventory levels due to the Indian partner entity, TVS,

" Including the joint venture BMW Brilliance Automotive Ltd., Shenyang
(2015: 282,000 units).
2EU-28.
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commencing production and the plants in Brazil and
Thailand raising production volumes.

Financial Services segment

Return on equity expected at previous year’s level

The Financial Services segment is likely to continue per-
forming well in 2016. Segment RoE is expected to come
in at a similar level to the previous year (2015: 20.2 %),
thus remaining ahead of the minimum target of 18 %.

Overall assessment by Group management

Business is expected to develop well in the financial year
2016, with the introduction of new models and the ex-
pansion of individual mobility-related services promising
further profitable growth. Despite the many challenges
described above, Group profit before tax is forecast to
increase slightly. Automotive segment revenues are ex-

pected to increase slightly on the back of a slight in-
crease in deliveries to customers. Simultaneously, a
slight decrease in fleet carbon emissions is predicted.
The Group’s targets are to be met with only a slight rise
in staff numbers worldwide. The Automotive segment’s
EBIT margin is set to remain within the target range
of between 8 and 10 %, although its RoCE is likely to de-
crease moderately. The Financial Services segment’s
RoE will be broadly in line with the previous year. Never-
theless, both performance indicators will be higher than
their long-term targets of 26 % (RoCE) and 18 % (RoE)
respectively. Motorcycles segment sales are also forecast
to grow slightly, accompanied by a slight drop in RoCE.
Depending on the political and economic situation and
the outcomes of the risks and opportunities described
below, actual business performance could, however, dif-
fer from current expectations.

Principal performance indicators

2015 2016 —
Outlook

BMW Group
Profit before tax € million 9,224 slightincrease —
Workforce at year-end 122,244 slightincrease ——
Automotive segment
Sales volume' units 2,247,485 slightincrease —
Fleet emissions? g CO,/km 127 slight decrease —
Revenues € million 85,536 slightincrease —
EBIT margin % 9.2 between8and 10 —
Return on capital employed % 72.2 moderate decrease ——
Motorcycles segment
Sales volume units 136,963 slightincrease —
Return on capital employed % 31.6 slight decrease —
Financial Services segment
Return on equity % 20.2 inline with last year’s level —

" Including the joint venture BMW Brilliance Automotive Ltd., Shenyang (2015: 282,000 units).

2EU-28.
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Report on Outlook, Risks and Opportunities
Report on Risks and Opportunities

As a worldwide leading manufacturer of premium cars
and motorcycles and provider of premium financing
and mobility services, the BMW Group is exposed to
numerous uncertainties and changes. Making full use of
the opportunities that present themselves is the basis for
its entrepreneurial success. In order to achieve growth,
drive profitability, boost efficiency and maintain sustain-
able levels of business going forward, the BMW Group
consciously takes certain risks.

The prudent management of opportunities and risks is
a fundamental prerequisite for the Group’s ability to
react appropriately to changes in political, legal, techni-
cal or economic conditions. All opportunities and risks
identified are addressed in the Outlook Report, if they
seem likely to materialise. The following sections focus
on potential future developments or events, which could
result in a positive variance (opportunities) or a nega-
tive variance (risks) in the BMW Group’s outlook. The
potential impact of risks and opportunities is assessed
separately as a general rule, i.e. without set-off.

As a general rule, opportunities and risks are assessed
over a medium-term period of two years. All potential
risks of losses (individual and accumulated risks) are
monitored and managed from a risk management per-
spective. As a matter of principle, any risks capable of
posing a threat to the going-concern status of the BMW
Group are avoided. If there is no specific reference to a

segment, opportunities and risks relate to the Auto-
motive segment.

The scope of entities covered by the report on risks and
opportunities corresponds to the scope of consolidated
entities included in the BMW Group Financial Statements.

Risk management system

The objective of the risk management system, and one
of the key functions of risk reporting, is to identify,
record and actively manage any internal or external
risks that could pose a threat to the attainment of the
Group’s corporate targets. The risk management system
covers all significant risks to the Group and any which
could pose a threat to its going-concern status. In terms
of the structure of the risk management system, the re-
sponsibility for risk reporting lies with each individual
employee and manager in their various roles — and not
with any centralised unit in particular. Every person
employed by the Group is required to report any risks
identified via the available reporting channels. This re-
quirement is set out in guidelines that apply throughout
the Group.

The Group risk management system comprises a decen-
tralised network covering all parts of the business and
is steered by a centralised risk management function.
Each of the BMW Group’s fields of responsibility is
represented within the risk management network by

Risk management in the BMW Group

Effectiveness

Reporting

Compliance
Committee

Usefulness

Completeness
Monitoring

Group-wide risk management

Identification

Risk management

Internal Control System

Analysis and
Measurement

Supervisory Board

Risk Management
Steering Committee

Board of Management

Controlling

Group Audit
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“Network Representatives”. The network’s formal or-
ganisational structure helps promote its visibility and
underline the importance of risk management within
the BMW Group. The duties, responsibilities, and tasks
of the centralised risk management unit and the above-
mentioned Network Representatives are clearly de-
scribed, documented and accepted. Group risk manage-
ment is geared towards meeting the following three
criteria: effectiveness, usefulness and completeness.

Risks are also potentially capable of damaging the BMW
Group’s reputation. Although reputational risks are dif-
ficult to quantify, their importance is constantly grow-
ing, particularly in view of an increasingly critical gen-
eral public and the speed with which information can
be distributed online. With this in mind, a new concept
has been developed (and validated with the aid of exter-
nal experts), aimed at strengthening links between the
BMW Group’s risk management and its corporate com-
munication functions. In order to take better account
of reputational risks in the overall risk assessment, the
Head of Group Communication Strategy, Corporate
and Market Communication is now also a member of
the Risk Management Steering Committee. A further
focus was placed on checking the skill sets of staff and
managers involved in risk management throughout the
BMW Group. The revamped intranet portal used for
centralised risk management provides helpful support
for those working in this field, whilst ensuring that risk
reporting is complete.

Risk management for the Group as a whole falls under
the remit of the Risk Management Steering Committee,
the Compliance Committee, the Internal Control System
and the Group Internal Audit.

Risk management process

The risk management process applies throughout the
Group and comprises the early identification and pene-
tration of risks, comprehensive analysis and risk meas-
urement, the coordinated use of suitable management
tools and also the monitoring and evaluation of any
measures taken.

Risks reported from within the network are firstly pre-
sented for review to the Risk Management Steering
Committee, for which Group Controlling is responsible.
After review, the risks are reported to the Board of
Management and the Supervisory Board. Any significant
or going-concern-related risks are classified according
to their potential to impact the Group’s results of opera-
tions, financial position and net assets. The level of risk
is then quantified in each case, depending on its proba-
bility of occurrence and the respective risk mitigation
measures.

The risk management system is regularly examined by
the Internal Audit. By sharing experiences with other
companies on an ongoing basis, the BMW Group en-
deavours to incorporate new insights in the risk manage-
ment system, thus ensuring continual improvement.
Regular basic and further training as well as information
events held throughout the BMW Group, particularly
within the risk management network, are invaluable ways
of preparing people for new or additional challenges re-
lating to the processes in which they are involved.

In addition to comprehensive risk management, manag-
ing the business on a sustainable basis also constitutes
one of the Group’s core corporate principles. Any risks
or opportunities relating to sustainability issues are ex-
amined and discussed by the Sustainability Committee.
Strategic options and measures open to the BMW Group
are put forward to the Sustainability Board, which in-
cludes the entire Board of Management. Risk aspects
discussed at this level are integrated in the work of the
group-wide risk network. The overall composition of
the Risk Management Steering Committee and the Sus-
tainability Committee ensures that risk and sustainability
management are closely coordinated.

Risk measurement

In order to determine which risks can be considered
significant in relation to results of operations, financial
position and net assets and to identify changes in key
performance indicators used by the BMW Group, risks
are classified as high, medium or low. The impact of
risks is measured and reported net of risk mitigation
measures (net basis).

The overall impact on results of operations based on the
assumption that the risk will materialise is measured
for the two-year assessment period and allocated to the
following categories:

Class Earnings impact —
Low >€0-500 million —
Medium >€500-2,000 million ——
High >€2,000 million —

For the sake of simplicity, the overall impact on results
of operations, financial position and net assets is referred
to in the Report on Risks and Opportunities as “earnings
impact”.

The significance of risks for the BMW Group is deter-
mined on the basis of risk amounts. The measurement
of the amount of a risk takes account of both its impact
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(net of appropriate countermeasures) and its likelihood
of occurrence in each case. The amount of a risk is ap-
proximated in the case of risks measured on the basis of
“value-at-risk” and “cash-flow-at-risk” models. In this
situation, the following assessment criteria are applied:

Class Risk amount —
Low >€0-50 milion —
Medium >€50-400 million —
High > €400 million —

Opportunities management system and

identifying opportunities

New opportunities regularly present themselves in the
dynamic business environment in which the BMW
Group operates. General economic trends and sector-
specific factors — including external regulations, sup-
pliers, customers and competitors — are monitored on a
continuous basis. Identifying opportunities is an integral
part of the process of developing strategies and drawing
up forecasts for the BMW Group.

The Group’s product and service portfolio is continually
reviewed on the strength of these analyses and new
product projects are presented to the Board of Manage-
ment for consideration, as deemed appropriate.

The continuous improvement of important business pro-
cesses and strict cost controls are essential in the Group’s
ongoing endeavours to ensure good profitability and

Risks and opportunities

Risk amount = Change com-

a high return on capital employed. Any profitability im-
provement measures likely to be implemented are in-
corporated in the forecast. One example is the imple-
mentation of modular-based production and common
architectures, which enable a greater commonality of
features between different models and product lines.
This strategy, in turn, contributes to improved profita-
bility by reducing development costs and other invest-
ment on the series development of new vehicles. The
new approach helps cut production costs and increase
production flexibility. Moreover, a more competitive cost
basis opens up opportunities to engage in new market
segments.

The implementation of identified opportunities is un-
dertaken on a decentralised basis. The significance

of opportunities for the BMW Group is classified in
the categories “material” or “not material”.

Risks and opportunities

The following table provides an overview of all risks
and opportunities and illustrates their significance for
the BMW Group.

Neither at the balance sheet date nor at the date on
which the Group Financial Statements were authorised
for issue were any risks identified that could pose a
threat to the going-concern status of the BMW Group.

Any risks or opportunities which could, from today’s
perspective, have a significant impact on the results of
operations, financial position and/or net assets of the
BMW Group are described in the following sections.

—— Opportunities = Change com-

pared to prior year pared to prior year

Political and global economic risks and opportunities High Stable Insignificant Stable —
Strategic and sector risks and opportunities High Increased Insignificant Stable —
Risks and opportunities relating to operations

—— Production and technology Medium Stable Insignificant Stable —
—— Purchasing Medium ——— Reduced Insignificant Stable —
—— Sales and marketing High Stable Insignificant Stable —
—— Pension obligations High Stable Significant Stable —
—— Information, data protection and IT Medium Stable Insignificant Stable —
Financial risks and opportunities

—— Foreign currencies High Stable Significant Stable —
—— Raw materials High Stable Significant Stable —
—— Liquidity Low Stable - - —
Risks and opportunities relating to the provision of financial services

—— Credit risk High Stable Significant Stable —
—— Residual value High Stable Significant Stable —
—— Interest rate changes High Increased Significant Stable —
—— Liquidity/operational risks Medium Stable - - —
Legal risks Low Stable - - —
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Political and global economic risks and opportunities
As one of the world’s leading providers of premium
products and services, the BMW Group faces a variety
of major challenges. The world is changing at great
speed and the resulting situations can give rise to risks
on the one hand and opportunities on the other.

Political and global economic risks

Efficient individual mobility remains a key issue in many
countries, in terms of the political regulation of both
national environmental and industrial policymaking.
Changing values in society call for innovative mobility
and service solutions. The potential effect of unforesee-
able disturbances in global economic interdependen-
cies, increasingly fierce competition among established
manufacturers and the emergence of new competitors
is extremely difficult to predict.

Shifts between volatile and stable economic phases, com-
bined with the ready availability of information, also
contribute to the uncertainty experienced by both mar-
kets and consumers. Although the US and UK econo-
mies may currently appear to be robust, the underlying
macroeconomic risks — such as misallocations between
asset price classes — have not become any less real com-
pared to the previous year. The transition of the Chinese
economy from an investment-driven to a consumer-
driven market will entail slower growth rates and greater
instability on financial markets. Apart from precipitat-
ing a decline in automobile sales, this process may also
result in lower demand for commodities, which is most
likely to hurt mainly emerging economies such as
Brazil or Russia. A further drop in commodities prices
could result in political and economic upheavals and
hence lead to lower aggregate demand from the coun-
tries affected.

The threat of distortions on the Chinese property, stock
and banking markets on the one hand and/or an overly
rapid hike in interest rates by the US Federal Bank pose
considerable risks for global financial market stability.
Unsolved structural problems in the eurozone or a re-
newed deterioration in the economic climate, for instance
in Greece, could potentially dampen growth prospects
for the BMW Group. At a political level, the current
refugee crisis poses a threat to European integration
and hopes of further expanding or at least maintaining
a single economic and monetary area.

Increasing political unrest, military conflicts, terrorist
activities, natural disasters and/or pandemics could
have a lasting negative impact on the global economy

and international capital markets. The risks referred to
above could curtail purchasing power in the countries
and regions involved and, among other things, lead to
reduced demand for the products and services offered
by the BMW Group. The Group counters these risks
primarily by internationalising its sales and production
structures, in order to minimise the extent to which
earnings are de