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EXECUTIVE SUMMARY

With its Climate Engagement Report, the BMW Group presents a concise
overview of its most important climate policy positions and activities to
its stakeholders. The first part of the report presents the Code of Conduct
for the Company's global advocacy organisation and the policy con-
cerning cooperation with trade associations. An overview of the
BMW Group's policy organisation and existing transparency registers
is also provided. The subsequent section explains the BMW Group's key
climate policy positions. This is done against the backdrop of an inte-
grated objective for reducing carbon emissions across the entire value
chain, focussing on the most effective reduction of real emissions.
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The BMW Group is fundamentally committed to a technology-open ap-
proach to reduce CO, emissions. To ensure the successful ramp-up of
electrified vehicles, the BMW Group is strongly set on establishing the
necessary framework conditions, with a focus on creating a charging
and H, refuelling infrastructure that meets the needs of customers. It
also advocates for the expansion of renewable energies, effective
CO, price mechanisms and the use of secondary raw materials in a
circular economy. An overview of the Company's global commitment is
presented in this context, starting with the major markets of Europe, the
US and China. The BMW Group has committed to following the 1.5°C
pathway of the Paris Agreement and represents its climate policy posi-
tions in the most important associations as well as towards climate-
related interest groups. It describes activities in the relevant automotive
associations in the world regions referred to above.
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OUR APPROACH - FOCUS ON TRANSPARENCY

LOBBYING APPROACH AND
CODE OF CONDUCT

The BMW Group operates on a global scale in a highly interconnected
world. Our business activities have a significant impact on the environ-
ment in which we operate and can have a direct and indirect bearing
on the interests of a wide variety of stakeholders. Conversely, societal
trends and developments can influence many aspects of the Group's
business activities. Against this backdrop, the BMW Group maintains a
continuous dialogue with its stakeholders worldwide.

Our commitment to stakeholder engagement is set out in the 7 BMW Group
Stakeholder Engagement Policy, which outlines the dialogue objectives and
the criteria for identifying and prioritising stakeholders. This policy ad-
dresses the BMW Group's corporate stakeholder engagement strategy
and ensures it is applied consistently across our worldwide operations,
including National Sales Companies and political offices.

INTEGRATED COMMUNICATION
APPROACH

In the BMW Group’s view, a key prerequisite for a company's profitability
is that its activities are compatible with external economic, ecological
and social interests. Conversely, profitability is the prerequisite for a
company's ability to develop sustainable and innovative technologies,
ensure job security, and cooperate with all its business partners along
a value chain that is striving to become increasingly sustainable.

For this reason, since the financial year 2020, the BMW Group has kept
stakeholders informed of its business performance by reporting on an
integrated basis. Our current Group Report 2021 provides comprehen-
sive, expert insights into the BMW Group and ensures that our actions
are transparent, verifiable and measurable.

SUMMARY OF BMW GROUP
COOPERATION POLICY FOR
TRADE ASSOCIATIONS

The company leads an active, open and transparent dialogue with
political decision-makers, representatives of trade unions, associations
and non-governmental organisations in order to shape the political
framework for its business activities in a constructive and transparent
manner. The BMW Group is a member of numerous associations in vari-
ous countries. As a rule, the BMW Group membership and participation
is on a voluntary basis. In individual cases, however, participation can
also be based on legal requirements, as for example the memberships
in the IHK Minchen, Oberbayern and IHK Berlin. A 7 list of the main
BMW Group memberships can be found on the BMW Group homepage.

The BMW Group's level of engagement in associations ranges from
board memberships in association committees to participation in work-
ing groups to observer status only. In any case, the company strives to
align with the respective associations on positions for relevant strategic
topics. In the case that the BMW Group observes deviations between
association and company positions, the company actively engages with
the associations to improve the alignment. In all cases, the BMW Group


https://www.bmwgroup.com/content/dam/grpw/websites/bmwgroup_com/responsibility/downloads/en/2021/BMW-Group-Stakeholder-Engagement-Policy-March-2021.pdf
https://www.bmwgroup.com/content/dam/grpw/websites/bmwgroup_com/responsibility/downloads/en/2021/BMW-Group-Stakeholder-Engagement-Policy-March-2021.pdf
https://www.bmwgroup.com/content/dam/grpw/websites/bmwgroup_com/responsibility/downloads/en/2020/BMW_Group_List_of_Memberships.pdf
https://www.bmwgroup.com/content/dam/grpw/websites/bmwgroup_com/responsibility/downloads/en/2020/BMW_Group_List_of_Memberships.pdf
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sees its role in bringing the company's positions into the associations’
opinion-forming process and actively engages in discussions on key
strategic topics, such as climate protection, human rights, circular econ-
omy and CO, reduction to achieve the goals of the Paris Agreement and
transparent supply chain management.

QUALITATIVE OVERVIEW OF
GOVERNMENT AFFAIRS ORGANISATION

At the BMW Group, the Corporate Communications and Governmental
Affairs department is responsible for understanding the values and aims
of the people around us, managing relationships, and communicating
with stakeholders and organisations.

The government affairs organisation within the BMW Group is an
integral component of this department. It is responsible for our relation-
ships with political and regulatory stakeholders and, in some cases,
NGOs and the scientific community in relevant markets worldwide. The
BMW Group's government affairs work is closely integrated into its
Corporate Communications department, ensuring that our core political
messages and positions remain consistent and transparent.

The Group's central government affairs function, which is based in
Munich, manages exchanges with policymakers and represents
BMW Group's interests with regard to three broad areas, specifically
E-Mobility & Environment, Trade & Geopolitics and Digital Car & Mobil-
ity. In addition, relationships with core automobile manufacturers' as-
sociations such as the German Association of the Automotive Industry
(VDA) and the European Automobile Manufacturers' Association (ACEA)
are also coordinated in Munich.

At an international level, the Group's interests are represented on the
basis of four geographical regions: the Americas, China, Asia-Pacific
and Europe/ Africa/Middle East. The BMW Group maintains government
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affairs offices in key individual markets and in selected growth markets,
and hires local employees as appropriate so that it can communicate
directly with the local political and regulatory environment. These local
employees also serve as points of contact for local decision-makers on
all relevantissues. They are available immediately to answer enquiries
and requests for information in the local language. Our stakeholders
actively take advantage of this opportunity.

The policy structures endeavour to achieve the highest possible stan-
dards of transparency and credibility in their actions, and to ensure they
work on the basis of the facts. The scope and nature of interactions with
external stakeholders are shaped by comprehensive compliance rules
that apply throughout the Company.

REFERENCE TO GERMAN
LOBBY REGISTER AND EUROPEAN
TRANSPARENCY REGISTER

Various transparency registers have been drawn up in different countries
and regions where interest groups, such as private individuals, compa-
nies or NGOs, are involved in the political decision-making process.
These registers may be voluntary or compulsory depending on the coun-
try. People and organisations who wish to contact political institutions
or decision-makers with a view to influencing political decision-making
processes enter various details in these registers. The purpose of such
registers is to help increase public trust in politics and to make the way
lobbyists and representatives exert their influence more transparent.

The BMW Group has been listed in the 7 European Commission's EU Transpat-
ency Register since 2008. The Company provides information on the
number of employees and the budgets it allocates to influencing Euro-
pean legislative processes and the areas of relevance to the BMW Group,
as well as details of its memberships of associations relevant to



https://ec.europa.eu/transparencyregister/public/consultation/displaylobbyist.do?id=7193977808-18
https://ec.europa.eu/transparencyregister/public/consultation/displaylobbyist.do?id=7193977808-18
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EU policy-making. In addition, laws on lobbying covering the 7 German
Bundestag and the 7 State Government of Bavaria, which provide for the estab-
lishment of public lobbying registers, have been in force since 1January
2022. BMW AG is also entered in these registers. It provides extensive
information about its political activities and its work with associations,
as well as its financial expenditure in connection with political lobbying
in accordance with the relevant requirements.

The BMW Group supports the creation of transparency and lobbying
registers. They contribute to transparency as well as increasing trust in
the democratic legislative process and in the political work of all those
involved in the legislative process.


https://www.lobbyregister.bundestag.de/suche/R002370/879?backUrl=%2Fsuche%3Fq%3Dbmw%26page%3D1%26pageSize%3D10%26sort%3DREGISTRATION_DESC
https://www.lobbyregister.bundestag.de/suche/R002370/879?backUrl=%2Fsuche%3Fq%3Dbmw%26page%3D1%26pageSize%3D10%26sort%3DREGISTRATION_DESC
https://www.bayern.landtag.de/lobbyregister/lobbyregister-aktiv/?tx_solr%5Bfilter%5D%5B0%5D=firstLetter%3AB&tx_solr%5Bpage%5D=2
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OUR STRATEGY - A HOLISTIC AND EFFECTIVE
APPROACH TO CO, REDUCTION

OVERVIEW OF BMW GROUP
INTEGRATED STRATEGY

The BMW Group operates at the intersection of challenging, increas-
ingly complex and differentiated conditions around the world. This
includes:

— rising geopolitical uncertainty,

— global supply chain disruptions,

— global competition,

— megatrends such as electrification and connectivity,

— sustainability,

— diverging social expectations in the face of climate change.

The BMW Group strategy is developed considering the global mega-
trends that are crucial to the transformation of the automotive industry.
The most important megatrends with long-term implications for the
BMW Group's business model are currently climate change and the
reduction of carbon dioxide (CO,) emissions, electromobility, digitalisa-
tion and connectivity — including automated and autonomous driving,
as well as mobility patterns within society.

OVERVIEW OF CO, TARGETS -
HOLISTIC APPROACH INVOLVING
ALL SCOPES

We see the consequences of climate change as a major challenge for
the future. As governments around the world work to translate the goals
of the Paris Climate Agreement into national laws, investors are increas-
ingly evaluating companies and their business models according to ESG
criteria (Environment, Social, Governance).

The European Union (EU) sees itself as a global leader in achieving
these climate goals. The governments of the United States and China
have also proposed ambitious climate-protection targets.

In the transport sector, a swift transition to electromobility is an impor-
tant prerequisite on the road to climate neutrality. Today, a broad array
of electric vehicles in terms of both product diversity and range is avail-
able. Growing demand is additionally strengthened by the benefits of
lower running costs and framework conditions such as government
subsidies.

The BMW Group is pursuing a clear strategy of decarbonisation across
the entire life cycle of its vehicles and has defined ambitious targets in
order to do so. With this holistic approach, we are moving forward on a
path that actively contributes to the climate protection targets designed
to limit global warming enshrined in the Paris Climate Agreement.
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The BMW Group intends to leverage its holistic management system to
substantially improve its carbon footprint from one vehicle generation to
the next across the entire life cycle. Electrification is making a powerful
contribution to CO, reduction. However, counteracting effects must be
taken into account. Although the increase of electromobility reduces
carbon emissions during the utilisation phase, it has an opposite effect
in the supply chain. The reason for this lies primarily in the carbon-
intensive components needed to power electric mobility, such as
high-voltage batteries in particular. With the BMW Group's target of
increasing e-shares, supply chain emissions (Scope 3 upstream) will
account for the largest share of our carbon footprint. Our strategy focus-
es on maximising the net benefit of e-mobility. With this point in mind,
the BMW Group defines specific decarbonisation targets for its vehicles
right from the outset. The targets encompass the supply chain, produc-
tion and the subsequent usage of the vehicle by the customer.

Together with suppliers, we are committed to decarbonisation and the

exclusive use of green energy. We were the first German automaker to
join the Science Based Targets Business Ambition for 1.5°C initiative.

REDUCTION IN CO, EMISSIONS BY 2030
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We have set ourselves the following CO, reduction targets to be achieved
by 2030 (base year 2019):

— An average of 80 % carbon reduction at our own production sites
and locations (Scope 1and 2) per vehicle produced. From 2021, car-
bon emissions in accordance with Scope 1 and 2 include not only
production-specific emissions, but also those generated at loca-
tions not directly related to production.

— An average of at least 20 % carbon reduction in the supply chain
(Scope 3 upstream) per vehicle produced. This data also provides
us with a scientifically tested and confirmed target for reducing car-
bon emissions in the supply chain.

— Carbon reduction during the use phase (Scope 3 downstream) by
an average of at least 50 % per kilometre driven. Thus we again
significantly raised the original target of more than 40 % that we
had set ourselves. The main reason for this is the dynamic growth
in demand for our electrified vehicles.

-
SUPPLY CHAIN

-20%

carbon emissions per vehicle
by 2030 (vs. 2019)

PRODUCTION

-80%

carbon emissions per vehicle
by 2030 (vs. 2019)

=
UTILISATION PHASE
at least
at least
i - =40%
-50% 0
across the

carbon emissions per vehicle
by 2030 (vs. 2019)

entire life cycle
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OUR POSITION - SUCCESSFUL TRANSFORMATION
REQUIRES THE RIGHT FRAMEWORK CONDITIONS

SUMMARY OF MAJOR BMW GROUP CLIMATE FRAMEWORK POSITIONS (EXAMPLE OF EU)

Decarbonisation of the existing fleet

Zero-emissions vehicles & carbon

Renewable Energy Directive (RED) &
Energy Taxation Directive (ETD)

reduction targets

All six piecESEE CO, fleet legislation for cars & vans

"Fit for 55" puzzle are closely
linked to each other.

No single aspect should be .
CO, pricing

Incentives to make zero-emissions considered independently of the others.

» Inclusion of transport and buildings in
mobility affordable for all N )
) ; . , e European emissions trading (ETS 1) and the
Tax, purchase incentives If one piece of the puzzle is missing, you . :
cross-border adjustment mechanism (CBAM)
cannot put the puzzle together.

Ambitious CO, targets cannot be

achieved unless the other five pieces

are just as ambitious. Public infrastructure

Charging points at home and at work Electric charging stations,

Energy Performance of Buildings
Directive (EPBD)

Hydrogen refuelling stations (Alternative
Fuels Infrastructure Regulation (AFIR))

Key recommendations for the revision of CO, fleet reduction
targets proposed by the EU Commission (base line 2021):

Key AFIR recommendations (public charging)
CO, legislation & AFIR

must be vi.ewed asa European Necessary to
— Leave target for 2025 (-15%) unchanged. comprehensive package. Commission cover customer
CO;, targets must be coupled
— 2030 target (- 55%) must be fully consistent with < wizth eguully ambitious (E)nd proposal value
AFIR targets.

binding targets for charging
stations & hydrogen
refuelling stations in all
27 EU member states.

Charging capacity per BEV ~ 1kW 3 kW
Charging capacity per PHEV  0.66 kW 2 kW

— Comprehensive review of the entire framework in 2028
with a view to setting targets beyond 2030 before defining
a long-term target for 2035.

Total charging points 3.9 million 7 million
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TECHNOLOGY-OPEN APPROACH AND
AMBITIOUS CO, REDUCTION

There is no one-size-fits-all approach for customers' mobility require-
ments. As early as this year, the company will have 15 all-electric mod-
els (including pre-series vehicles) in production, which covers around
90 percent of its current segments. However, the transformation of
mobility through alternative drive trains and digitalisation will take place
at different speeds in different regions of the world. Openness to differ-
ent types of technologies is crucial for future mobility.

PLUG-IN HYBRID
DRIVE SYSTEMS
a

COMBUSTION-
ENGINE
DRIVE SYSTEMS.
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Projections for 2030 EU fleet targets in all major markets are highly
ambitious, and achieving them will be dependent on a number of
different factors. Policy-makers will need to play a major role in shap-
ing the environment to ensure all the necessary conditions are, and
will remain, in place. This will be especially important with regard to
developing charging and H; refuelling infrastructure to meet custom-
ers' needs, as well as for ensuring sufficient availability of renewable
energy. Currently, there is a direct correlation between infrastructure
density and market shares of electric vehicles. In large parts of Europe,
particularly in the south and east, there is currently an insufficient
density. In other parts of the world, such as the US and China, there
are also widely differing framework conditions.

FUEL-CELL
ELECTRIC DRIVE
SYSTEMS

V'S

BATTERY-
ELECTRIC e
DRIVE SYSTEMS —

ALL DRIVES CAN MAKE A CONTRIBUTION TO CO, REDUCTION -
THE SHARE OF FULLY ELECTRIC VEHICLES IS GROWING RAPIDLY.
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It is too early to rule out one technology due to major uncertainties
regarding the necessary framework conditions. Regular substantial
reviews should be the basis for setting further goals, considering the
level of infrastructure development as well as the new geopolitical
situation with all relevant dependencies.

We must be aware that the upcoming electrification rate will create a
high demand for raw materials used in batteries (e.g. lithium, cobalt).
Mining and refining of these materials is mainly located outside Europe,
some of it heavily concentrated in regions with higher risk-factors.

In contrast, the raw material and supply chains for fuel-cell vehicles can
be easily transformed, since a fuel-cell system consists of readily avail-
able materials such as steel, polymers, aluminum and the platinum
quantity of about one to two exhaust catalysts. These already have
established recycling industries and high volumes of recycled material.

A shift to zero-emission mobility can only happen with holistic frame-
work conditions. A technology-open approach with a diverse offering
of low- and zero-emission drive train options provides strategic resil-
ience. Focusing on a single technology, with its individual limitations,
creates geopolitical dependencies and could lead to bottlenecks, for
example, in critical raw materials, which would prevent all customers
from switching naturally. The BMW Group views hydrogen-electric ve-
hicles as the ideal technology to complement battery-powered vehicles.
With two complementary all-electric drive systems that have a compa-
rable lifetime carbon footprint, it will be possible to convince more cus-
tomers to switch to these vehicles. The reduction of carbon emissions
in fuels, ongoing efficiency improvements in combustion engines and
plug-in hybrids as an easy entry into electromobility can also make
strong contributions to greater sustainability.
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EXPANSION OF THE CHARGING
INFRASTRUCTURE

To promote the ramp-up of electromobility, charging infrastructure
needs to be expanded rapidly - if customers are not able to charge their
electric vehicle, they will not purchase one in the first place.

At this stage, it is impossible to predict whether the necessary charging
infrastructure will be in place in every region, country and market.
A well-balanced deployment of private and public recharging infrastruc-
ture is key.

The BMW Group is actively developing convenient charging solutions
for our customers. For example with BMW charging services, customers
gain access to a large multinational charging network. As part of IONITY
we are building charging infrastructure along major roads and urban
hubs. Additionally, private charging at work is a key enabler for electro-
mobility. Therefore, the BMW Group in Germany, for example, as em-
ployer has established one of the largest company charging networks
with over 5,000 charging points.

In future, charging must be intelligent and digital in order to benefit the
power grid and customers alike. A better integration of renewable power
can be supported using electric vehicles as mobile storages.

INCREASING SHARES OF RENEWABLES
& CARBON-PRICING MECHANISMS

To achieve the transport sector targets, enough carbon-neutral energy
must be made available to all technologies in transport. This requires
a rapid growth of renewable energy generation. The CO, content of
fuels must be drastically reduced by using advanced bio-fuels and
e-fuels to address the vehicle stock.
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Establishing national and multinational carbon cap and trade schemes
as leading instruments for decarbonisation across all sectors should be
the long-term goal for a CO,-free and secure energy supply.

Itis key for policy makers to seek international cooperation on CO,-pricing.
If the price per ton of emitted CO, is not aligned globally, at least in the
major economic blocks, it will foster protectionism and trade conflicts.

Emissions trading systems such as the EU ETS (Emissions Trading
System), followed by internationalisation and harmonisation, are a suit-
able instrument from an economic point of view. This also facilitates the
integration of cross-border adjustment mechanisms such as the CBAM.

INCENTIVES FOR QUICKER ADOPTION

To support the necessary uptake of zero emission mobility, supply- and
demand-side measures should be combined. Purchase incentives and
tax advantages will stimulate customer demand. Countries with com-
prehensive incentives and tax cuts for EVs have proven to be the lead-
ing markets for e-mobility. In parallel, public funds should also be used
to promote the rapid expansion of infrastructure for electric charging
points and hydrogen refuelling stations.

EU-TAXONOMY - ADVOCATING A
HOLISTIC APPROACH

The BMW Group strongly supports the overall objective of the EU Tax-
onomy to channel financing towards environmentally sustainable ac-
tivities. This will be a key instrument to make Europe the world's first
climate-neutral continent by 2050.

We also support the objective of delegated regulation (EU) 2021/2178
(Article 8 DA) to specify a harmonised framework with common, trans-
parent and comparable reporting and disclosure obligations.
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For the automotive industry, the EU Taxonomy does not provide a
holistic approach along the value chain - rather, it focuses exclusively
on the carbon emissions of passenger vehicles in the use phase. It does
not consider how sustainably a vehicle is produced. To receive a com-
prehensive view of a company's sustainability approach and to be able
to account for the related efforts in the supply chain and circular econ-
omy, sustainability reporting must also be taken into consideration (for
instance, within the framework of the Corporate Sustainability Reporting
Directive (CSRD)).

A CIRCULAR ECONOMY IS
FUNDAMENTAL FOR SUSTAINABILITY

The BMW Group has set ambitious targets for the use of secondary
materials. As a target, our aim is to use at least 50 % secondary
materials for vehicles, up from about 30 % today. In this context, the
BMW Group also supports the EU's ambitions to address the entire life
cycle of this strategically important vehicle component through pending
battery legislation, to increase material efficiency and to promote the
use of secondary materials.

QOur significant investment in the Catena-X Automotive Network will en-
able us to create the necessary end-to-end value chain transparency.

Using secondary materials saves CO, and also protects valuable re-
sources and their respective environment. The circular economy makes
a significant contribution to achieving the 1.5°C target along the entire
value chain.

The development and integration of sophisticated recycling technolo-
gies must be supported to enable industrial scaling of recycling in high-
wage economies through improved automation, sorting and separation
technologies.
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OUR ACTIVITIES -
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OUR ENGAGEMENT IS GLOBAL

Many governmental standards and regulations relating to safety, fuel
efficiency, emissions control, noise control, vehicle recycling, substanc-
es of concern, vehicle damage and theft prevention are applicable to
new motor vehicles, engines, and equipment manufactured for sale in
the United States, Europe and Asia. In addition, manufacturing and
other automotive assembly facilities in the United States, Europe and
Asia are subject to stringent standards regulating air emissions, water
discharges, and the handling and disposal of hazardous substances.

With respect to CO, emissions from new vehicles, medium- to long-term
targets have already been set in Europe, North America, Japan, China
and other countries. However, these cannot be directly compared at an

international level, as the test cycles and the test procedures in the
individual countries are different, and segment and drive train mixes
also tend to vary considerably.

EUROPEAN UNION

The current CO, fleet regulation was passed in 2018 and includes a
further reduction in CO, emissions from the EU new vehicle fleet of 15 %
by 2025, and 37.5% by 2030 (as compared to 2021 WLTP measured
values on EU fleet average). The CO, fleet regulation is currently being
reviewed and a first legislative proposal by the European Commission
was introduced on July 14, 2021, as part of the so-called "Fit for 55 pack-
age”. This proposal aims to increase the EU passenger car fleet target
to a reduction of at least 55 % for 2030 (compared to the 2021 sales
weighted average WLTP measured values of the EU fleet). The legislative
draft is under discussion in the European Parliament and the European
Council and is expected to be finalised by the end of 2022. This target of
reducing CO, emissions by 55 % will require a huge increase in the num-
ber of electric vehicles in the new vehicle fleet and is equivalent to around
two out of every three vehicles sold in the EU in 2030. In 2021, the BMW
Group outperformed its carbon emission targets in the European Union.

The BMW Group - in line with ACEA - shares the 2030 ambition of the
EU Commission provided that the necessary framework conditions —
especially with regard to the infrastructure for electric charging points
and hydrogen refuelling stations — are put in place. The targets for 2035
are to be set as part of a comprehensive revision in 2028. Since it is
currently not foreseeable that the necessary preconditions can be estab-
lished with the required speed, from a macroeconomic perspective, the
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Photo: BMW iX, electricity consumption combined:
23.0-19.4 kWh/100km WLTP; carbon emissions combined:
0 g/km.
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BMW Group does not support a target of 100 % CO, reduction in 2035.
Electric drive trains are already scaling up and need progressive frame-
work conditions, not bans.

In his role as President of ACEA, the Chairman of the Board of Manage-
ment of the BMW Group, Oliver Zipse, held talks with several EU Com-
missioners concerning the "Fit for 55" package. Topics included the
need to accompany CO, fleet targets in the EU with appropriate infra-
structure build-up.

The BMW Group also affirms that achieving the climate targets requires
a holistic approach to CO, reduction across the entire value chain and
that efforts to develop a circular economy must be increased. The frame-
work conditions to achieve the transformation towards sustainable
mobility should be further promoted politically, while maintaining tech-
nology openness.

UNITED STATES

The regulation of vehicle emissions and related fuel economy standards
in the United States involves both federal and state agencies. The
US Environmental Protection Agency ("EPA") regulates vehicle emission
criteria, including CO,, pursuant to authority granted by the federal Clean
Air Act ("CAA"). The National Highway Traffic and Safety Administration
("NHTSA") regulates motor vehicle fuel efficiency standards pursuant
to authority granted under the Energy Policy and Conservation Act of
1975 ("EPCA").

In 2019, under the Trump administration, the EPA and NHTSA adopt-
ed new regulations entitled "The Safer Affordable Fuel-Efficient (SAFE)
Vehicles Rule for Model Years 2021-2026 Passenger Cars and Light
Trucks". SAFE Rule Part Tincluded a finding that federal law preempt-
ed state law on the regulation of GHG and resulted in a withdrawal of
the prior preemption waiver granted to California under the CAA. SAFE
Rule Part 2 resulted in GHG and Corporate Average Fuel Economy
("CAFE") standards for model years 2021 to 2026 light-duty vehicles

1t
I
jo)

that were less stringent than prior regulations. Effective as of June 29,
2020, CAFE and GHG emissions standards stringency increased 1.5 %
annually from 2021to 2026, thereby replacing the former target of 163 g
CO,/mile (101 g CO,/km) by model year 2025 set by the Obama ad-
ministration.

In July 2019, BMW Group among three other OEMs, and the State of
California announced a general agreement on a framework for the re-
duction of fleet emissions at levels that are more stringent than under
SAFE rule part 2. At the time, this position was not shared by the Alli-
ance of Automobile Manufacturers. In August 2020, these OEMs and
a further OEM signed final individual agreements with the State of Cali-
fornia ("California Framework Agreement"). This demonstrates clearly
that the BMW Group takes progressive decisions independent of asso-
ciations if necessary. The settlement agreements are also binding on
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those states that follow California's regulatory authority as provided by
the Clean Air Act.

In 2020, the Biden administration instructed federal agencies to con-
sider revising vehicle fuel economy and emissions standards. At the end
of 2021, EPA published a new rule that repealed SAFE Rule Part1and
instituted new fleet GHG emission targets from MY 2023, starting with
199g/mile, onwards reaching 161 g/ mile in MY 2026.

BMW of North America continues to be in alliance with the State of
California in adherence to the California Framework Agreement, which
put into place significantly higher stringency levels than the Trump EPA
GHG levels. This cooperation with California has allowed the
BMW Group to maintain a constructive working-level dialogue with
both the California Air Resources Board (CARB) and the EPA of the
Biden administration.

P
I
jo)

During the transition to sustainable mobility, the industry was pivotal in
determining the path forward on electric vehicle consumer incentives.
The sector has lobbied for the extension of tax benefits for electrified
vehicles while working to ensure all makes, models and consumers
would be eligible for the incentives.

CHINA

In China, the fuel efficiency of the vehicle fleet is also regulated. For
2020, an average fleet consumption target of 5 litres per 100 kilometres
was set. These figures were calculated based on the number of vehicles
produced and imported. The consumption limits refer to the standard-
ised test cycle NEDC. A fuel consumption standard for 2021 to 2025 in
China was released in 2019. 4.6 litres per 100 kilometres is set as the
target in 2025, under the test cycle of WLTC. From 2021 onwards, the
test cycle forinternal combustion engine vehicles and PHEVs will switch
from NEDC to Worldwide Harmonized Light-duty Test Cycle (WLTC).
BEVs will switch from NEDC to China cycle (CLTC). The introduction of
a new energy vehicle (NEV) mandate started in 2019. The NEV mandate
for 2021 to 2023 was officially released and set the NEV quota to 14 %
in 2021,16 % in 2022 and 18 % in 2023, but the credit earned for each
NEV is reduced by up to 50 %. The NEV volume in new car sales is
expected to reach 20 % in 2025 in the passenger vehicle segment as
national target.

Above and beyond national regulations, measures are increasingly be-
ing taken at regional and municipal levels. Varying requirements for
drive train technologies will start to have considerable influence on
product strategy (e.g., the limited quota on ICE vehicle registration
plates in Chinese metropolitan areas while offering waivers for NEVs).

At several meetings, the BMW Group spoke with representatives of the
Chinese government about climate policy, e.g., with the Ministry of
Industry and Information Technology and the Ministry of Commerce.
The main focus was on the further expansion of fast charging stations,
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incentives for increasing the market acceptance of electric vehicles and
the decarbonisation of supply chains.

At the EV100 2022 annual conference, a global initiative to promote the
scaling up of electromobility and the expansion of charging infrastruc-
ture, the BMW Group outlined its perspective and actions towards a
sustainable future at a Chinese and international level, sharing its car-
bon reduction targets throughout the entire vehicle lifecycle and the
company's vision on circular economy. The BMW Group also advocated
for a predictable decarbonisation policy scheme, for a collaboration
amongst policy makers, businesses and research institutes, and gov-
ernment’s enhanced efforts in infrastructure for e-mobility. During the
2021 World NEV Congress, the BMW Group suggested policies on
continuing government incentives for NEVs to support the market uptake,
remove unnecessary technical requirements for such vehicles and
advocated for transparent local requirements for a swift and reliable
NEV ramp up. The BMW Group also supported a clear direction for a
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high-power charging roadmap in China to further support acceptance
and usability of New Energy Vehicles.

The BMW Group also officially co-chaired the 2021 China Development
Forum that gathered executives of over one hundred foreign corpora-
tions. Oliver Zipse, Chairman of the Board of Management of BMW AG,
represented the international delegation, where he proposed the es-
tablishment of a joint platform to promote low-carbon supply chains,
which has been implemented.
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OUR MEMBERSHIPS -

OUR POSITIONS ARE CONSISTENT

LIST OF ASSOCIATIONS

The BMW Group is a member of certain trade and industry associations
and associations of car manufacturers that address numerous topics
relevant to the business success of the company. BMW Group pub-
lishes a 7 list of the relevant key associations that the company is a member of.
The following section describes the BMW Group's involvement and its
positions in selected major associations.

SELECTED OVERVIEW OF
MEMBERSHIPS SUPPORTING THE
PARIS CLIMATE AGREEMENT

The BMW Group advocates its positions in the relevant organisations
of which itis a member. The associations and organisations listed in the
following table by way of example are explicitly in favour of the Paris
Agreement:

Examples of trade & industry associations / car manufacturer

P
I

associations explicitly supporting the Paris Agreement Country
Aluminium Stewardship initiative (ASI) Belgium
Association des Constructeurs Européens d'Automobiles (ACEA) Belgium
Bundesverband der Deutschen Industrie e. V. (BDI) Germany
Business Europe ASG Belgium
Drive Electric New Zealand
DRIVE Sustainability Belgium
Econsense Forum fiir Nachhaltige Entwicklung Germany
Fraunhofer-Gesellschaft (FHG) Germany
Global Battery Alliance Switzerland
Hydrogen Council (A.l.S.B.L.) Belgium
UN Global Compact - The Foundation of the Global Compact USA
Verband der Automobilindustrie (VDA) Germany
Vereinigung der Bayerischen Wirtschaft e. V. (VBW) Germany
World Business Council for Sustainable Development (WBCSD) Switzerland



https://www.bmwgroup.com/content/dam/grpw/websites/bmwgroup_com/responsibility/downloads/en/2020/BMW_Group_List_of_Memberships.pdf
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GERMAN ASSOCIATION OF THE
AUTOMOTIVE INDUSTRY (VDA)

The BMW Group is a full member of Manufacturer Group | (Automotive
Manufacturers) within the German Association of the Automotive In-
dustry (VDA), which brings together more than 650 manufacturers and
suppliers in a single group. As a VDA member, the BMW Group active-
ly participates in the various association bodies, including its Managing
Board, committees, working groups and steering committees.

Key focuses of the association’s work include data, international trade,
drive train technologies, taxation and regulation, as well as market-spe-
cific policy issues such as promoting research and development. The
BMW Group is committed to promoting sustainable goals and legislation
in the areas of regulation and drive train technologies, in particular with
a view to providing political support for the BMW Group's climate goals,
which aim to achieve climate neutrality by 2050. Providing this support
means representing our interests to policymakers via the VDA on issues
such as creating the necessary conditions for electromobility, charging
infrastructure, the hydrogen industry and ensuring the security of sup-
ply chains and raw material supplies. In addition to the firm call for
nationwide public charging infrastructure coverage, the BMW Group has
advocated for broad access to private charging options at home and at
work. An easily implementable right to a charging point could also be
anchored in residential property and tenancy law. The highly successful
KfW programme has funded around 800,000 home charging points.
With respect to data and digitalisation, the BMW Group works within
the association to ensure that access to data is provided to authorised
third parties via secure, protected, equitable-access platforms, so that
highly automated vehicles will continue to be safe for users in the future.
In the area of international trade, the BMW Group is committed to a
comprehensive European trade policy that ensures free access to pro-
duction factors and safeguards the necessary supply of raw materials
to European plants. Even against the backdrop of the coronavirus pan-
demic, it has been possible to work out viable solutions for coronavirus
subsidies through the association's commitment.
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EUROPEAN AUTOMOBILE MANUFAC-
TURERS' ASSOCIATION (ACEA) AND
BMW GROUP PRESIDENCY 2021/ 2022

The European Manufacturers Association ACEA represents 16 major
Europe-based car, van, truck and bus manufacturers and is based in
Brussels, Belgium. It is the most important interest group of our indus-
try to accompany the legislative processes in the European Union. In
January 2021, Oliver Zipse, Chairman of the Board of Management of
BMW AG, assumed the ACEA presidency and is currently holding this
position for the second year. The ACEA President is elected for
ayear-long term, which can be renewed once before being handed over
to the CEO of another member company.

2021, the first year of BMW's presidency, has been another pivotal year
for the EU auto industry in the transition to sustainable mobility while
at the same time the industry suffered from the COVID-19 pandemic,
which had hit the global economy and the automotive sector hard. How-
ever, BMW Group joined forces with ACEA members, across industries
and with political leaders, to continue to achieve the greatest impactin
fighting climate change. This included advocacy for the urgent task of
an EU-wide rollout of charging infrastructure to ensure everyday usabil-
ity of electric vehicles for customers in all member states. In addition,
our work in the association focused on utilising the latest innovations
across the full range of drive train technologies to meet all customers’
demands while at the same time reducing emissions. Basically, all
BMW Group representatives are active and engaged participants in their
thematic ACEA networks, be it climate protection, digitalisation, trade
or vehicle safety.

The re-election of Oliver Zipse as ACEA President for 2022 provided the
BMW Group the opportunity to continue leading the work of the
European Manufacturers Association on Europe's political stage as
the EU is currently defining very fundamental legislation that will shape
the future of the automotive industry. When setting Alternative Fuel
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Infrastructure Regulation (AFIR) and CO, fleet targets, national govern-
ments and Members of the European Parliament will take fundamental
and far-reaching decisions for the transition to climate-neutral mobility
in Europe. However, ensuring that enough Europeans buy these vehicles
over the coming years largely depends on how quickly and widely infra-
structure is rolled out across the entire EU. At the same time, the indus-
try is facing historic challenges due to global supply chain shortages
and dramatically changing geopolitical balances, putting the industry's
global competitiveness at a high risk. In addition to ambitious charging
infrastructure goals, the BMW Group therefore also advocates for a
technology-open approach to climate-neutral mobility and for strength-
ening the EU's technological sovereignty.

ALLIANCE FOR AUTOMOTIVE
INNOVATION

Auto Innovators, based in Washington, DC, represents 14 major OEMs,
and is the most important interest group of our industry to accompany
the legislative and regulatory processes in the United States. In Decem-
ber 2021, a senior BMW Group representative was selected as the
Vice Chairman of the association. The Auto Innovators leadership is
elected for a year-long term before being handed over to a senior execu-
tive of another member company on a rotational basis.

In 2021, the US automotive industry also joined in rewriting climate laws,
as the greenhouse gas standards of the previous government were still
in place.
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CHINA ASSOCIATION OF AUTOMOBILE
MANUFACTURERS (CAAM)

The BMW Group is also active in the CAAM International Committee
(CAAMIC) as a channel to discuss policy and regulation topics amongst
industry leaders, especially topics related to imported vehicles. The three
work packages (WP) under CAAMIC are E-Mobility / Sustainability,
Digital and Investment & Other Auto Industry Policies. CAAMIC confer-
ences facilitate the exchange of information and the establishment of
common positions. CAAM will then internally align with domestic OEMs
and joint venture committees and advocate for the industry position
with policy makers. Those activities include the submission of position
papers and policy suggestions or attending direct discussions with
policy makers.

BMW Group China also closely collaborates with the VDA Beijing Office
as well as the ACEA Beijing Office for actively engaging in regulation
exchange with policy makers. In addition, we leverage industry think-
tanks to voice BMW Group positions, such as the China Automotive
Technology and Research Center (CATARC) and China Society of Auto-
motive Engineers (SAE China).
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