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BMW {UK) HOLDINGS LIMITED

. DIRECTORS A LBurns
R J Griffiths
Dr D Lochelt

Dr W Stofer
REPORT OF THE DIRECTORS

The directors present the Annual Report of the Company, together with the Financial
Statements for the year ended 31 December 1996.

Review of activities
The profit and loss account for the year is set out on page 5.

The Company operates as a holding company for certain BMW and Rover Group
companies. It does not itself trade and has no direct sales.

Directors
The names of the present directors of the Company are listed above.

Dr W Reitzle resigned as a director and chairman on 1 April 1996, J Towers, D G
Bower, B T Carey, A Curtis, H A Rose and J K Russell resigned as directors on 1 April
1996. A L Burns, R J Griffiths, Dr D Lochelt and Dr W Sfofer were appointed as directors
on 1 April 1996.

None of the directors held any inferest in the share capital of the Company or any of
its subsidiary undertakings af 31 December 1996.

Directors’ responsibilities

Company law requires the directors to prepare financial statements for each
financial year which give a true and fair view of the state of affairs of the Company
and the profit or loss of the Company for that peried. In preparing those financial
statements, the directors are required to:

+ select suitable accounting policies and then apply them consistently :
» make judgements and estimates that are reasonable and prudent ;

« state whether applicable accounting standards have been followed subject to
any material departures disclosed and explained in the financial statements ;

» prepare the financial statements on the geoing concern basis unless it is
inappropriate to presume that the Company will confinue in business.

The directors are responsible for keeping proper accounting records which disclose
with reasonable accuracy at any time the financial position of the Company to
enable them to ensure that the financial statements comply with the Companies Act
1985. They have general responsibility for taking such steps as are reasonably open
to fhem 1o safeguard the assets of the Company and to prevent and detect fraud
and ofher iregularities.



BMW (UK) HOLDINGS LIMITED
REPORT OF THE DIRECTORS - continued
Dividends

The directors recommend that no dividend should be pdaid for the year ended 3]
December 1996.

Charitable donations

During the year the Company made no donations to charitable organisations [1995;
£nil).

Auditors

In accordance with Section 384 of the Companies Act 1985, a resolution to reappoint
KPMG as auditors and to authorise the directors to fix their remuneration will be
proposed at the Annual General Meeting.

On behdlf of the Board:

AT Ammitage
SECRETARY
11 April 1997




BMW (UK) HOLDINGS LIMITED

REPORT OF THE AUDITORS KPMG TO THE MEMBERS
OF BMW (UK) HOLDINGS LIMITED

We have audited the financial statements on pages 5 to 11.
Respective responsibilities of directors and auditors

As described on page 2, the Company’s directors are responsible for the preparation
of financial statements. It is our responsibility to form an independent opinion, based
on our audit, on those statements and to report our opinion o you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the
Auditing Practices Board. An audit includes examination, on test basis, of evidence
relevant toithe amounts and disclosures in the financial siatements. 1t also includes
an assessment of the significant esfimates and judgements made by the directors in
the preparation of the financial statements, and whether the accounting policies are
appropriate to the Company’s circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so as fo obtain all the information and
explanations which we considered necessary in order to provide us with sufficient
evidence fo give reasonable assurance that the financial statements are free from
material mis-statement, whether caused by fraud or other imegularity or error.  In
forming our opinion we also evaluated the overali adequacy of the presentation of
“information in the financial statements.

Opinion

In our opinion, the financial statements give a frue and fair view of the state of affairs
of the Company as at 31 December 1996 and of the loss for the year then ended
and have been properly prepared in accordance with the Companies Act 1985.

......... de

Chartered Accountants
Registered Auditors
Birmingham 11 April 1997



BMW (UK) HOLDINGS LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 1994

1996 1995
Notes £ million £ million
Net operating income 1 - 52
Provisions in respect of subsidiaries (81.8) -
Dividend received from subsidiary 0.2 -
(Loss}/profit on ordinary activities
before interest and taxation (81.6) 5.2
Net interest receivable and
similar income 3 0.3 0.7
(Loss)/profit on ordinary activities
before taxation (81.3) 59
Tax on {loss)/profit on ordinary activities 4 - {0.5)
{Loss)/profit for financial year 11 {81.3) 2.4

CONTINUING OPERATIONS

None of the Company’s operations were dcquired or discontinued during the above
two financial years.

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 DECEMBER 1996

1994 1995

£ million £ million

(Loss)/profit for financial year ' {81.3) 5.4
Movement on revaluation of

subsidiary undertaking - {35.4)

Total recognised gains and losses
relating fo the year (81.3) - {30.0)
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BMW (UK) HOLDINGS LIMITED
BALANCE SHEET
AT 31 DECEMBER 1994
1994 1994 1995 1995
Notes £ million £ million £ million £ million
Fixed Assets
Investments 5 1,656.1 1,631.1
Current Assets
Debtors 6 190.2 189.3
Cash at bank and in hand - 0.4
190.2 189.7
Creditors - amounts falling due
within one year 7 25.0 -
Net current assets 165.2 189.7
Total assets less current liabilities 1.821.3 1.820.8
Provisions for liabilities and charges 8 81.8 -
1.739.5 1,.820.8
Capital and reserves
Called up share capital 9 1.463.0 1,463.0
Share premium account 11 567.2 567.2
Revaluation reserve 11 268.1 268.1
Capital contribution reserve 11 180.0 180.0
Profit and loss account 11 (738.8) (657.5)
Equity interests 1,.289.5 _ 1,370.8
Non-equity interests 450.0 450.0
Total shareholders’ funds 10 i.739.5 1,820.8

These Financial Statements were approved by the Board of Directors on 11 April 1997
and were signed on its behalf by:

................

Dr W Stofer A L Burns T T




BMW (UK) HOLDINGS LIMITED
ACCOUNTING POLICIES
Accounting convention

These financial statements are prepared in accordance with applicable accounting
standards and under the historical cost convention, as modified by the revaluation of
investments.

Taxation

Provision is made for deferred taxation on the liability method to take account of
fiming differences between the treatment of certain items for accounting and
taxation purposes.  Provision is only made to the extent that it is probable that an
actual liability will crystallise.

Investmenis in subsidiary undertakings

Investments in subsidiary undertakings are included at directors’ valuation, which has
regard to the undetlying net asset value and eamings potential reflected in goodwill
at the time of acquisition of the subsidiary undertakings. The directors’ valuation is
reviewed annually and provision is made for any permanent diminufion in value, as
appropriate.



BMW (UK) HOLDINGS LIMITED
NOTES TO THE ACCOUNTS

1. Net operating income

1996 1995
£ million £ millicn

Net operating income is calculated as follows:
Administrative expenses - (0.1}
Sundry income - 5.3
- 5.2

Sundry income includes:

Release of provision - 47

Auditors’ remuneration was borne by another Group company.
2. Directors’ remuneration

The emoluments, including pension contributions, of the directors were as follows:-

1996 1995
£000 £000
Management Remuneration nil 1,701

The emoluments, excluding pensions contributions, of the chairman were £nil [1995:
£nil} and of the highest paid director were £nil (1995: £365,563). The emoluments,
excluding pension contributions, of the directors were within the following bands:
Number of directors
1996 1995

£000

Otod ' -
120 to 125 -
150 to 155 -
21010 215 -
240 to 245 -
250 to 255 -
27510 280 -
365 to 370 -

— e B

In 1995 the management remuneration was borne on behalf of the Company by
Rover Group Limited.

3. Net interest receivable and similar income

1996 1995

£ million £ million

Receivable from subsidiary undertakings 0.5 1.0
Payable to subsidiary undertakings : {0.2) {0.3)

Net interest receivable 0.3 07 .




BMW (UK) HOLDINGS LIMITED
NOTES TO THE ACCOUNIS - continued
4, Tax on (Iosﬁ)/proﬁi on ordinary actlivities

Based on the results for the year no provision for UK Corporation Tax or defered
taxation is required. In 1995 the charge for tax represents payment for group relief.

5. Investments

1996
£ million
Shares in group underiakings
At directors’ valuation
At beginning of year 1,631.1
Additions 25.0
At end of year 1,656.1
Amount provided at beginning and end of year -
Net book value: 31 December 1996 1.656.1
31 December 1995 1,631.1

The historical cost of shares in group undertakings is £1,208.0 million (1995: £1,183.0
million).

During the year the Company acquired the whole of the share capital in BMW
Motorsport Lid and increased its investment in its subsidiary, BMW (UK) Capital Plc.

The Company's wholly owned subsidiary companies comprise the entire ordinary and
redeemable ordinary share capital of Rover Group Limited, the entire ordinary share
capital of BMW {GB) Limited (and its subsidiaries), the entire ordinary share capital of
BMW (UK) Capital Plc and the entire ordinary share capital of BMW Motorsport Lid, all
registered in England and Waies. Rover Group limited is engaged in the
manufacture and sale of motor vehicles, BMW (GB) Limited is engaged in the
wholesale of motor vehicles and BMW (UK} Capital Plc trades as a finance company.

6. Debtors - amounts falling due within one year

1996 1995

£ million £ million

Amounts owed by subsidiaries 190.2 189.3
7. Creditors - amounts falling due within one year

1996 - 1995

£ million £ million

Amount due to subsidiary undertaking 250 -
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BMW (UK) HOLDINGS LIMITED
NOTES TO THE ACCOUNTS - continued
8. Provisions for liabilities and charges
1996
Provision for losses of subsidiary £ million
At beginning of year -
Provision made 81.8
At end of year 81.8
9. Share capital
Redeemable
ordinary shares Ordinary shares
1996 1995 1996 1995
£ million £ million £ million £ million
Authorised i.0 1.0 1,768.0 1,768.0
Allotted, issued and fully paid:
1.462.0 million ordinary shares
of £1 each - - 1,462.0 1,462.0
1.0 million redeemabie ordinary shares
of £1 each 1.0 1.0 - -
1.0 1.0 1462.0 1462.0

The dividend rights, voting rights and rights on the winding up of the Company of the
redeemable ordinary shares rank pari passu with the ordinary shares.

10. Reconciliation of movements in shareholders' funds

1996 1995
£ million £ million
Totai recognised gains and losses
relating to the year (81.3) (30.0)
Shares issued - 450.0
Capital contribution - 180.0
Opening shareholders' funds 1.820.8 1,220.8
Closing sharehoiders’ funds 1,739.5 1,820.8
11. Reserves
Capital
Share Revaluation Contribution Profit and
Premium Reserve Reserve Loss Account
£ million £ million £ million £ million
At beginning of year , 567.2 268.1 180.0 (657.5)
Loss for the year - - - {81.3)

At end of year 567.2 268.1 180.0 [738.8)
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EMW {UK) HOLDINGS LIMITED
NOTES TO THE ACCOUNIS - continued
12. Contingent liabilities

Guarantees with a maximum value of £41 million {1995: £200 million) have been given
in relation to borrowing facilities of subsidiary undertakings.

13. Ultimate parent company

The ultimate parent company is Bayerische Motoren Werke Akiiengesellschaft, which
is incorporated in Germany.

The address where Bayerische Motoren Werke Akliengesellschaft's accounts can be
obtained is Peteulring 130, D-80809 Munich, Germany.

14. Group accounts

The Company being a subsidiary undertaking of another company is not required to
present group accounts. These accounts represent the results of the Company as an
individual entity. The parent undertaking which draws up the group accounts is
Bayerische Motoren Werke Aktiengeselischaft, which is incorporated in Germany.
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BMW Year toYear Comparison
BMW Group
Sales DM million
Automobile preduction
Group _units
BMW units
Rover Group units ;|

Automobite deliveries to customers
Group
BMW
Rover Group

Mbtofcycie producticn

in case of differences of opinion,
the German text shalt prevail,

s 1143888
... 539483
304128

1098582 ..
595,056

SRR

Motorcycle deliveries to customers

Workdforoe at end of year

Investment
Depreciation
Cash flow

Nat income

BMWAG . . . ..

A s

Dividends

£_per ordinary share of DM50 nominal value.
per preferqnce share qf DM50 nominal value

DM m1|l:9n

" Incl. £ 6850 assembly at Aprilia S.p.A.
? Proposal of the Management
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Sales Automobile Production Workforce lnvestn-_ne'nt
in DM biltion in thousands in thousands in DM billion

483,089

Change

+

in %

13.3

+ 4.1

+

7.5

+ 0.1

7.3
9.2
5.0
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Bayerische Motoren Werke
Aktiengesellschaft, Munich

Abridged Version
of the 1996 Annual Report

Dear Sharsholders,

We take pleasure in presenting you with
the Abridged Version of the BMW Annual
Report 1996. We shall be pleased to send
you the full Annual Report upon request.
Munich, March 1897

Yours faithfully,

The Board of Management




Maw Depariure

Gontinuing a long series of successful business
years for BMW, 1996 was significant in several
ways. | |

First of all, in terms of the Company’s key
statistics, it was one of the best business years
ever. Never before was demand for BMW cars
and motorcycles so strong. Production and
sales, in uniis and value, achieved all-time highs.
- The foundations for today’s success were
laid by programmes initiated in the past;
programmes involving high investment and
expenditure.

With our products, we have succeeded,
consistently and worldwide, in gaining a leading
position in the luxury performance segment.
Each new model has been more successful
than the preceding generation.

Our worldwide sales organisation, developed
and expanded progressively over many years,
created the conditions for the products’ markst
success.

Substantial investments have been made

‘notonlyin developing, but also in constantly

renewing state-of-the-art production facilities.
These are essential if we are to meet our cus-
tomers’ quality demands and achieve our aim
of providing modern, productive jobs.

Even in these conditions, qualified and ded-
icated empioyees are, ultimately, decisive for
our success. Time and again, we have attracted
new, highly motivated employees, thus ensuring
a steady influx of knowledge. |

Toeday, we are harvesting what we have
sown in the past. At the same time, we are
sowing the seeds for tomorrow’s harvest. This
applies to the entire Group, and particularly
to the car business at BMW and Rover, and the
aero engine business at BMW Rolls-Royce.




BMW Group’s car business is in the midst of

a new model policy. From 1997, we shall launch
at least two completely new products each and
every year. However, true to our practice hitherto,
we shall not present these models to the public
until production is about to start up.

At Rover our programme, lasting several
years, includes not only the actual range of prod- .
ucts, but also the development of a worldwide
sales organisation and the further modernisa-
tion of production facilities.

Our policy of consistent and targeted ex-
penditure is particularly striking in the aero
engine business at BMW Rolls-Royce. With the
beginning of delivery of the first aero engines
to customers, we shall increasingly reap the
benefits of the preparations we have made for
many years. |

Despite the immense expenditure on our
Company’s future, 1996 continued a long series
of particularly successful years, confirming
BMW'’s corporate policy: ourinvestments in
products, production and employees are invest-
ments in the Company’s future - to the ad-
vantage of our shareholders, customers and
workforce.

Bernd Pischetsrieder




Zconemic Review of the BMW Group
and of BMW AG

1996 was a good year for the BMW
Group. On the one hand, the broadest
model policy and the largest invest-
ment programme in the Company’'s
history were continued unremittingly.
On the other hand, the product and
capacity measures of recent years pro-
vided the basis for successful busi-
ness. With marques that are rich in
tradition, an international corporate
structure and total deliveries of

1.15 miiilion cars, the BMW Group is
prepared for a new dimensicon in global
competition.

BMW Giroup develops dynamically

In 19986, deliveries of new BMW cars to
customers increased by 54,000 to 644,100
units and thus achieved a new high. The
BMW motorcycle business set a new
record. With 507,300 units, deliveries of
Bover Group vehicles had not been as
high since 1988.

The Company's dynamic character and
innovative strength were shown by the
new 5 Series BMW and the Z3 roadster.
Demand for both models by far exceeded
their original targets. With deliveries of more
than 50,000 7 Series cars to customers,
the large saloons continued to be success-
ful worldwide.

The new plant in the United States
increased the Company's potential for
producing high-quality, individual cars at
competitive costs. With this plant, BMW
also became part of the North American
car industry. In addition to its successful
position in this large market, the Company
will benefit, in the long term, from coope-
ration with US suppliers.

At Rover Group, projects to prepare new
models and improve the sales organisation
in numerous foreign markets advanced
rapidly. The new generations of Rover 200
and 400 cars and the MGF sports car
stimulated sales as expected.

Rover Group plants are being prepared,
on schedule, to meet the challenges
ahead. The company’'s new Design and
Engineering Centre was cpened at the
end of 1996, This was a major step towards
close cooperation between BMW and
Rover.

The shape of the future Group is also
reflected in the decisions to build new
engine plants in Great Britain and Latin
America.

This also applies to the development of
business with aero engines at BMW Rolls-
Royce GmbH. The company achieved an
important milestone when the BR710 aero
engine received its international licenses
in the summer of 1996.

Even during a period of great change,
the Group’s income and financial position
continues to be sound. Earning power
was strengthened.

Car production and sales achieve
new highs

In 19986, the plants of the BMW Group
manufactured some 1.14 million BMW,
Rover, MG, Mini and Land Rover vehicles;
4% more than in the previous year. Fifty
percent of the vehicles were produced
and 78% of them delivered to customers
outside Germany.

BMW car production rose steadily with
the start-up of the new 5 Series at the Din-
golfing plant and as a result of the capaci-
ties at the new US plant. It increased by
7% to 639,400 units and thus, for the first
time, exceeded the 600,000-mark.




Rover Group manufactured 504,100 ve-
hicles; the same tevel as in the previous
year. With the model change-over in the
Rover 200 Series, the company had to
cope with the production start-up of a
large-volume model.

As many as 1.15 million new BMW and
Rover Group vehicles were delivered to
customers; 7% maore than in the previous
year. The most important sales markets for
BMW Group products were again Ger-
many, Great Britain and the United States.
The Company is also represented by its
own production plants in these countries.
The BMW plant in South Africa is gradually
being integrated into the Group's inter-
national system of linked production plants.

At the end of 19986, the Group'’s inter-
national sales organisation comprised
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Sales, Automobile Production
and Workforce

of the BMW Group

Index: 1991 = 100

35 sales companies, around 180 importers
and more than 6,000 dealer businesses
for cars and motorcycles.

In Germany, BMW products were sold
through some 850 independent dealers
and 18 sales outlets. At the end of 1998,
some 270 German dealers belonged to
the Rover Group sales organisation.

Group sales rise to DM52 billion

In 19986, the sales of the BMW Group rose
by 13% to DM52.3 billion. Thus, they were
twice as high as at the end of the 1980s,
In 1996, sales grew far more strongly than
vehicle production and sales. This was due
to the marked shift in demand to more
expensive models and the revaluation of
major trading currencies against the
D-mark.

When excluding Rover Group, BMW
Group sales rose by 12% to DM37.3 billion.
Rover Group sales, excluding intercompany
sales, rose by 15% to around DM15 billion.

With 68%, the Group generated by far
the largest part of its sales in Europe.

On the one hand, North America and, on
the other hand, the markets of the Asian-
Pacific region, Latin America and Africa
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Sales of the BMW Group
According to Regions
i DM billion

each accounted for haif the business
volume overseas.

When taking account of the increase in
product inventories and own work capital-
ised amounting to DMO.7 billion, the
Group’s total value of production was
DM5B3.0 billion, 12% higher than in the
previous year.

Material costs amounted to DM31.1 bil-
lion, compared with DM27.4 billion in the
previous year. Their share of the total valus
of production rose by 0.7 percentage points
to 58.6%. In the BMW Group, wages,
salaries, pension plans and social security




ERLIE S U N L

Economic Review of the BMW Group
and of BMW AG

contributions cost DM$.8 hillion, 11% more
than in the previous year. With 18.6%, the
share of personnel costs decreased
slightly compared with the previous year.,

Depreciation on intangible and tangible
fixed assets increased by 4% to DM3.0
billion. The rise in depreciation is due to
the renewed marked increase in the level
of investment.

in view of the Group’s numerous prod-
uct projects and continuing high expen-
diture on development in the aero engine
business, the earning power of the BMW
Group developed satisfactorily.

The result from ordinary business
activities in the BMW Group rose by 21%
to DM1,660 million. After deduction of taxes
on income and other taxes, net income
improved by 18.5% to DM820 million.
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Investment and Cash Flow
of the BMW Group

in DM billion

The return on shareholders’ equity after
tax increased by 0.6 percentage points to
9.0% although shareholders’ equity rose
by more than 10% to DM 9.1 billion.

Results improved in all fields of
business
The result from ordinary business activities
in the BMW Automobiles segment
increased by 9% to DM2,389 million and
thus greatly determined the development
of the group resuit. This segment includes
business with motorcycles which, with
DM19 million, again made a positive con-
tribution to the group result. In the Rover
Group Automobiles segment, the previous
year's loss of DM335 million was reduced
by DM56 miltion to DM279 million.

in the Aero Engines business, expendi-
ture on development continued to be high.
However, the previous year's loss was
reduced by DM25 million to DM627 million.,

Financial Services achieved a positive
result of DM26 million, taking full account
of depreciation, using the declining
balance method, in the entire Group.

Key data on the income and assets of
the segments of the BMW Group are shown
in tables on pages 16 and 17.

Higher dividend proposed

The Board of Management and the Super-
visory Board propose to the Annual
General Meeting that BMW AG's unappro-
priated profit available for distribution,
amounting to DM297 million, be used to
pay a dividend of DM15 per ordinary share
and DM 18 per preference share with a
nominal value of DM5BQ each on the share
capital entitled to dividend (DM820.5 mil-
lion in ordinary shares and DM66.4 million
in preference shares).

Thus, the Company’s shareholders
continue to take part in the generally satis-
factory development of the BMW Group.
With this proposal, the Board of Manage-
ment and the Supervisory Board would
like to express their thanks to the sha-
reholders for their confidence in the Com-
pany’'s development.




Purchasing becomes increasingly
international

In 19986, the BMW Group purchased
goods and services worth DM31.9 billion.
This expenditure was mainly on production
materials and capital goods. Despite
several contrary trends, prices for pur-
chases of materials in Germany were gen-
erally stable,

World market prices in US dollars
decreased by 9% for industrial raw mate-
rials, but increased by 8% for energy.
Moderate wage settlements in mostin-
dustrial countries and increasing efficiency
in the supply industry helped to check
the growth of the cost of materials. In
contrast, increases in the value of the US
dollar and other major trading curren-
cies against the D-mark had a negative
effect on costs,

In 1996, Germany accounted for around
50%, Great Britain for 30% and other
international sources for around 20% of
the volume of purchases. Favourabie cost
structures and the innovative strength of
suppliers with worldwide operations
contributed decisively to the increasingly
internationat character of BMW Group's
purchasing activities. When selecting new
suppliers, special attention was paid to
their flexibility and reliability.

Joint purchasing activities and the
selection of the same suppliers for BMW
and Rover resuited in cost savings of more
than DM100 million in 1996. The use of
standard technologies and components
in future BMW and Rover vehicles also has

great savings potential. In 19986, coopera- .

tion focused on work on product projects
of this kind.

With the new plant in the United States,
the planned engine plant in South America
and the development of capacities in
South Africa, the BMW Group is opening
Up new opportunities for cooperation with
the supply industry in these regions.

New jobs in production, increased
international cooperation

At the end of 1996, the BMW Group em-
ployed 116,112 people worldwide: around
350 more than in the previous year. While
the workforce in the BMW car business
increased by 857 to 70,510, it decreased
at Rover Group by 730 t0 39,407.

Additional employees were required
mainly for the production of the new
5 Series BMW at the Dingolfing plant and
the Z3 roadster in the United States, New
employees were also recruited to as-
semble aero engines at the Dahlewitz
plant of BMW Rolls-Royce GmbH and to
strengthen financial services.

At the Rover Group factories, the num-
ber of associates declined as productivity
rose. Personnel capacity was adjusted to
new development and production struc-
tures during the course of natural fluctua-
tion.

In the medium term, the Group’s inter-
nationai character and extensive invest-
ment programmes helped to safeguard
and increase employment at the Group's
individual plants. Within three years, more
than 3,000 new jobs were created by
BMW in Germany, around 5,000 associ-
ates were recruited by Rover Group in
Great Britain and afmost 1,900 associates
were hired at the new US plant in South
Carolina.

The Company’s worldwide develop-
ment, and particularly the acquisition of
Rover Group, has greatly changed the size
and structure of the workforce. At the end
of 19986, around 45% of the Group’s em-
ployees worked outside Germany, com-
pared with only 14% at the end of 1993.
The Company’s increasingly international
character made new demands on cross-
frontier and cross-cultural cooperation
between specialists and executive per-
sonnel within the Group. By improving the
guiding principles for executive personnel,
binding criteria were created for coopera-
tion throughout the Group.
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Econcemic Review of the BMW Group
and of BMW AG

For many BMW and Rover employees,
1996 brought a change of workplace. For
example, around 1,000 employees at the
Munich and Regensburg plants moved to
the Dingolfing production piant, thus prov-
ing their mobility,

At Rover Group, the design and engi-
neering resources which used to be at
different sites were brought togetherin the
new Design and Engineering Centre at
Gaydon. The introduction of new struc-
tures in the entire BMW Group will demand
great flexibility on the part of employees.

Increased level of investment

In 1996, BMW Group's investments in
fixed assets increased by 10% to DM3.8
billion. This rise reflects primarily the Com-
pany’s preparations for new models and
the development of production facilities in
the coming years. In 1996, group invest-
ments were again financed from funds
generated by the Group. The cash flow
amounted to DM4.1 billion.

Investments in the BMW car plants in
Germany continued to be made according
to ptan. Again, around DM2 billion were
invested in the German plants, At Rover
Group, investments of DM1.2 billion
rermained at the previous year's high level.

While investments in the Spartanburg
plant decreased after production start-up,
they increased at the BMW engine plant at
Steyr. At BMW Rolls-Royce, investments in
intangible and tangible assets increased
to DMO.3 billion.

in 1996, the Company and its sales
partners invested heavily in the individual
image of the Group’s margues, compared
with its international competitors, and in
the quality of services.

International network of research and
development
BMW Group has a worldwide system
of linked develgpment facilities. The BMW
Research and Engineering Centre in
Munich with more than 5,000 employees,
Rover Group's Design and Engineering
Centre at Gaydon and the Diesel Develop-
ment Centre at Steyr form the nucleus of
this system. In California, BMW has its own
design studio, Designworks/USA. In the
BMW Group, some 12,000 engineers and
specialists work on the development of
new products and production processes.
In 19986, project- and process-oriented
working methods and highly developed,
linked information and communications
systems further reduced development
times and non-recurrent sxpenditure. The
quatity of development and planning
processes is expected to improve with the
increased use of computer simuiation
technigques.

New engine plants in Latin America
and Great Britain

In Latin America, BMW and Chrysler Corp.
will jointly build a plant for 1.4~ to 1.6-litre,
4-cylinder engines. After investments

of 500 million US dollars, up to 400,000
engines will be produced there at the
beginning of the next decade.

BMW and Chrysler will each hold a
50% stake in the joint venture. The two’
companies will also have an equal share
of the plant's production capacities. The
new engines are based on a Chrysler
design which will be enhanced on a joint
basis.




Through cooperation with Chrysler, the
BMW Group will be able to meet, at par-
ticularly favourable costs, the engine
demand expected for the new Mini.The
joint engine plant will also improve oppor-
tunities for opening up the entire Latin
American market for the sale of group
products and for increased cooperation
with the local supply industry.

The second engine plant is being built
at Hams Hall, near Birmingham, in Great

‘Britain. This plant will manufacture the new
BMW 1.6- to 2.0-litre, 4-cylinder engines
which, with corresponding specifications,
will be used in both BMW and Rover cars.
investment of DM1 hillion is scheduled for
this plant.

With the construction of the new engine
plants and the introduction of new engines,
the BMW Group will restructure engine
production in the BMW Group. Thus,
operations will become more efficient and
production capacities will increase.

Development in the first quarter of 1997
Sales continued to develop satisfactorily
at the beginning of 1997. Deliveries of new
BMW cars to customers in the first three
months will be markedly higher than
the previous year's comparable figure.
Deliveries of Rover Group vehicles in
the first quarter of 1997 will continue at the
level of the previous year’s comparable
period. On March 7th 1997, the company’s
new Design and Engineering Centre was
opened officially at Gaydon.

Qutlook

In 1997, demand for ¢ars in the industrial
countries will continue to be influenced
by replacement requirements. In Europe,
with real incomes barely rising and no
tax incentives to buy new cars, growth
rates will be low. The car markets of North
America and Japan are expected to
stagnate.

After strong growth in 1996, the trend in
BMW car sales should stabilise at a high
level. The new 5 Series BMW is now fully
available; its touring version and the high-
performance Z3 2.8 and M roadsters will
be delivered to customers from the spring
of 1997,

Rover Group will continue to strengthen
its position in the world car market with
new madels and the quantitative and
qualitative development of its sales organ-
isation. :

At the same time, the development and
investment programme required for the
Group's product and market policy will
advance according to plan. From 1997, at
least two completely new BMW Group
products will be launched each year.

With a sound financial basis, the BMW
Group will make the most of its opportuni-
ties to continue to increase its productivity
and strengthen its earning power.

11
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Finance

In 1896, the BMW Group continued to
be in a sound financial position.
Balance sheet structures remained
sound and the cash flow exceeded
investments, Earning power improved
in all segments. Net income increased
by 18.5% to DM820 million. In 1996, the
BMW share price rose by more than
40%; far more strongly than the DAX
(German share index). BMW proposes a
higher dividend to its shareholders.

Strong balance sheet growth due to
exchange influences

In 1996, the total assets of BMW Group
rose by 11.0% to DM45.3 billion; DM4.5
billion more than in the previous year. This
increase includes DM1.8 billion which
resulted from the translation of foreign
currency accounts at different exchange
rates on the transaction date from the
previous year. Financial services again
accounted for a large share of the growth
with DM1.8 billion. Thus, the financial

" services’ share of the Group’s balance

sheet total increased by 0.3 percentage
points to 37.0%.

The industrial core business is usualty
financed with a higher proportion of own
funds than financial services. Therefore,
the balance sheet of the BMW Group
is divided into core business and financial
services within the framework of legal
requirements. The balance sheet structures
of the two fields of business are explained
Separately.

The total assets of the core business
rose by 10.5% to DM28.5 billion,

investment in intangible and tangible fixed
assets, amounting to DM3,830 million,
contrasted with depreciation of DM3,002
million. Fixed assets increased by DM666
million or 6% compared with the previous
year as a result of the translation of foreign
currency accounts.

Investment amounted to 7.3% of sales,
with 78.4% covered by depreciation. Again,
cash flow completely financed investment.

inventories rose by 3.0% and thus far
less strongly than the balance sheet total.

In contrast, receivables increased more
strongly than the balance sheet total.

IEEJI=IIIIIII== Core business
ENNEEEENEERN N
.E....-_!.-!. Financiat services
e N
EREE

Total Assets
in DM billion

Trade receivables increased by 26.1% as a
result of the growth of sales in the last few
months of 1996 when the availability of
new models improved. Other receivables
increased mainly as a result of financing
subsidiaries which are not included in the
consolidated financial statements,

Liguid funds of DM4.0 billion were
DMO.3 billion fower than the previous vyear
as a result of reduced financial liabilitieg,
Net financial assets, ie, liquid funds legg
financial liabilities, increased by DM496 mjl-
lion to DM&5S million.




With 25.0%, the ratio of own funds of the
core business is at the same level as the
previous year, despits the increase in total
assets of DM2.7 billion. Own funds cover
53.2% of fixed assets. Own funds, provi-
sions and accruals cover 134.1% of fixed
assets.

Provisions and accruals rose by 13.2%;
more strongly than total assets.

Financial liabilities were 19.5% lower
than the previous vear as a result of repay-
ment.

In contrast, other liabilities rose by
29.0%; more strongly than the balance
sheet total. This was due to exchange
infiluences and higher liabiiities from lea-
sed fixed assets.

Core Busmess

Fixed assets

Recivables

-Q\fﬂ_! Li'[nof. B
Provisions and accruals 10,872
e GRS
Other liabilities

aed products 8921 ‘

Financial services include the assets and
liabilities from sales financing in the con-
solidated balance sheet.

The total assets of financial services
increased by 11.8% to DM16.8 billion.
Leased products increased by 14.6% and
receivables from sales financing by 8.0%,
compared with the previous year. Leased
products accounted for 53.1% (previous
year: 51.9%) of the total assets of financial
services,

Leased products were valued at group
manufacturing costs. Additions amounted
to DM7,183 million (previous year:
DMS5,984 million). Depreciation amounted
to DM3,973 million (previous year:
DM3,371 million). Used car book values
decreased by DM2,387 million (previous
year: DM1,299 million) as a result of the

" 53.1 T 7782 519 41,139
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Finance

Statement of Sources and Application of Funds ' 1996 1995
DM million
Net income 820 692
Depreeia’gion of intangible and tangible fixed assets 3,002 2,979
lncrease_in pension fund provisions 270 84
'c:ééi{'ﬂ'&;}“ o _ 4,092 3,755
Deprec:atton Vof Ieased products o 3,973 3,371
Change |n ther prowsmons and accruals N 627 - 128
Income from the sale of flxed assets - 20
Retamed :ncome of assomated companies ° - B - 33
Changes in current assets and liabilities

* Change In’ inventories .~ 197 - 456

Increase in recewables , - 738 -~ 481

increase in. i

T e 1,422 2,088

9,524 8,161
!ﬁieﬁizﬁéﬁiﬁiﬁ?ééhfg@!éjﬁ*féq'jass,e_ts. o -380 3477
Inyestment in fin_anc:iai aseete N _ - 74 - 99
Investment i leased products (iess disposals) y - 4,796 -4,665
Increase in receivables from salee financing - 388 -1,010
SR 143 23
éﬁ@]ﬁ.éé’fié?iﬁ!fi@@é}éi?fﬁi?éé?'ﬁéi‘f activities - 8,945 = 9,228
I3sue of newshares T L 23 3
- 267 -~ 277
: T o - 601 1,165
Change in f:nanmai llabnlmes o . - 23 532
Reduction of commércial papers S - 819 - 578
5 - 14
Decrease/Increase of funds from financing activities - 480 854
Inf[uence of exchange rates and other changes
in value on liquid funds ‘ - - 420 248
Change in fiquid funds =~ | - 821 35
Ciguid finds on Janaiy st 5 N agsa. adi9
Liquid funds on’ December_ st - . 4033 . 4,354
of which: marketable securities and notes o L 1336 . 1,474
?@—maﬂﬁnﬁﬁmnds " PRSI ,.-J.-.A"., Samnd B 2 6984..* . 21880



sale of the cars concerned. Exchange
influences from the translation of foreign
currency accounts increased the amount
generated by leased products by DM316
million (previous year: DM197 million}.

Own funds in the financial services
were increased by DM218 million: At 11.5%,
the ratio of own funds to total assetsis as
high as in the previous year.

Cash flow rose again

The cash flow increased by DM337 million
to DM4,092 million and thus exceeded
investments in tangible fixed assets. In
addition, the cash flow from operating
activities covered the application of funds
for all the Group’s investment activities,
including investment in financial services.

Segment report

In the segment report, the activities of the
BMW Group are defined according to
fields of business and regions. The activi-
ties of the BMW Group have been arranged
in BMW Automobiles, Rover Group Auto-
maobiles, Aerc Engines and Financial
Services.

BMW Automobiles and Rover Group
Automobiles account for the majority of
BMW Group’s activities. These fields of
business develop, manufacture, assembie
and sell cars, including off-road vehicles,
spare parts and accessories.

BMW products are sold'in Germany
by the sales outlets of BMW AG and
fegally independent authorised dealers.
Rover Group products are sold in Great
Britain, their home market, sclely by legaily
independent authorised dealers. Local
subsidiaries are responsible for sales in
the most important markets,

The BMW car segment also includes
the development, manufacture, assembly
and sale of motorcycles, including spare
parts and accessories. The BMW motor-
cycle business accounts for 2.5% (previous
year: 2.8%) of this segment’s sales,

In the aero engine segment, BMW Rolls-
Royce develops, manufaciures, assembles
and sells worldwide aero engines.

The financial services segment con-
centrates on the leasing of cars and loan
financing for customers and dealers. The
financial result of this segment includes
interest expense from the financing of the
leasing business.

Software, electronics and electrical
engineering activities appear under
Miscellaneous, consolidated companies,
together with activities covering several
segments in the BMW Group. These
concern, in particular, group financing and
BMW Group investments.

In the consolidated companies,
receivables and liabilities, provisions and
accruals, income and expenses, and
results are eliminated between the seg-

ments. The assets of the various fields

of business include assets which have
contributed towards the achievement of
the segment’s result.

The segment information by region
shows external sales according to the
regions in which the products are sold.

The segment information is based on
the same methods of accounting and
presentation as the BMW consolidated
financial statements.
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Finance

Segment information " External sales Intersegment sales Total sales
by business - o , ' , _
DM milion =~ 1996 1995 1996 1995 1996 1995

BMW Adtomobiies™ 7 7 31,004 27,996 5818 4,407 36,822 32,403
Rover Group Automobiles 14,936 12,960 267 T~ 15203 12,960

e e Pttt e

AGro Engines SaeETCios 0 2 e T a2

8,312 5,178

-6.289 - 4,509

52,265 46,144

FLEas, KF e AANTY, e

- I T P Y ST R AT T T -
Segment information, =2 Segment incoms -
by business

. Finaneial income ., Resuit from ordinary
e, (088) business activities
Te987 T 19967 T 1996 (1998

BYWAUOTOBIES T ) BaETR.09 84T 289 T 288

oV G AToTobles S B S T T ' , 279"+ 2408

£ .

2 |nterest expense from the financing of the leasing business




‘Bagment information '  Assets Capital sxpenditure " Depraclation and
;; business ‘ 7 amartisation
BMmition : 1996 1995 1996 1995 1996 1995

Hover Group Automoblles | 821§ 7478 79288 488 Ta7s  sog
Bigkngines . . 836 545 0 T aes U ass T g g

B -,

Brgncial sevices 17824 Tis282 T 1T e T asT 0 g

Fifeceilanaous,

consolldated om anres

&6 1

218,477 1 3002 2,877

B e E SR

. External sales .

PR e T = e et 2 e e

Capltal expendlture

"f':.’ii*gﬁé'é"f“f”L'1f§9.'$f

U s0s8 i .008

- A0t

" 1nclud|ng BMw motorcycles

n

EMW Automobiles » 20402 18756 2,273 2,081 1,057 1,937

17




18

Finance

Continuing fow interest rates on inter-
national financial markets
In 1996, the central banks of the leading
industrial countries continued to pursue
an expansive monetary policy. As a result,
the vields of long-term investments
decreased again on most capital markets.
Since the key lending rates remained
stable or were reduced in Europe, the
United States and Japan, short-term in-
terest rates were also low.

Movement on the foreign exchange
markets

During 1996, the value of major trading
currencies increased considerably against
the D-mark.

The US dellar began the year at
DM1.43 and achieved a high of DM1.56 in
December. In 1996, the US dollar averaged
DM1.50; 5% higher than in the previous
year. in contrast, at an average of DM1.38,
the Japanese yen was 10% below the
previous year's average.

After the previous year's losses in value,
major European currencies strengthened
again. This applied, in particular, to the
pound steriing which firmed up against
the D-mark to more than DM2.80 at year
end. The ltalian lire also became increas-
ingly stable. At the end of November 1996,
it returned to the Eurcpean monetary
system at an average rate of 990 lire {0 the
D-mark.

frt all, the foreign exchange value of the
D-mark decreased by 3% against the
currencies of Germany’s most important
trading partners. This offset the real revai-
uation of the D-mark in the previous year.

International group financing

In order to finance its activities, the BMW
Group uses increasingly the opportunities
offered by the international money and
capital markets. There BMW AG, in pariic-
ular, and group financing companies in
Belgium, Great Britain, the Netheriands
and the United States raise funds and
pass them on o the operating companies
as required. ‘

In 1996, BMW issued three public bonds
with a total velume of around DMB00 mil-
lion to meet long-term capital require-
ments. BMW US Capital Corp. issued
bonds amounting to BM200 million for
around four years and bonds amounting
to 200 million US dollars for more than
three years. BMW Australia Ltd. raised
100 million Australian dollars with five-year
bonds. The type of bond issue depends’
on interest and currency conditions in the
markets.

BMW AG increased the Euro Medium
Term Note Programme, issued in 1994, from
1 billion US dollars to 3 billion US dollars.
At the end of the year, about half of this
financing programme was used.

BMW AG has a commercial paper pro-
gramme of DM1.5 billion and, after an
increase of 1 billion US dollars in 1996,
BMW US Capital Corp. has one of 3.5 bil-
lion US dollars to meet short-term finan-
cial requirements.

In recent years, outside funds have
been used mainiy to refinance the strong
expansion of financial services.




- Gurrency and interest management

¢ perivative financial instruments are used

. 10 hedge foreign exchange and interest
isks. At BMW, they hedge oniy flows

i of payments in the operating business.

. Currency risks occur mainly when

- gxporting cars and when purchasing
materials which have to be paid in foreign
urrencies, while interest risks occur
primarily when refinancing the lending and
easing business.

- In order to hedge currency risks, the
Group concluded foreign currency forward
contracts and options, and used cross
eurrency swaps. At the end of the year,
hedging of this kind was mainly for pay-
ments in US dollars, Japanese yen, pound
starling, italian lire and French francs.

forrly Average Exchange Rates
of M!ajor Trading Currencies

the long term, BMW aims to largely
lance flows of payments in foreign
fréncies within the Group. With the
slopment of production and purchas-
&ctivities in the United States, the
Mpany will become increasingly inde-
dent of fluctuations in the US dollar. In
Ope, the introduction of a single Euro-
8N currency, scheduled for 1999, is )
iPected to put an end to the distortions
Bompetition caused by exchange rates.

Interest risks are limited by interest swaps
and forward rate agreements, and by caps

- and fioors which limit the interest fluctu-

ations for BMW 1o a defined range. These

" instruments are tailored toc meet respective

needs in terms of currency, amount and
maturity.

Monitoring and risk limitation
BMW pursues a policy of strict separation
of trade, handling and monitoring proce-
dures in all transactions with derivatives.
Organisation and work sequences are
regulated by detailed guidelines. Systems
and procedures are constantly checked
and improved.

tn order to minimise risks, business is
concluded only with first-class banks. In
addition, individual maximum limits are set
for business with these banks. BMW is
also guided by the assessments of lead-
ing rating agencies.
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Above-average gains for the BMW share
In 1996, the international share markets
were influenced by dynamic price move-
ments. In December 19986, the Dow Jones
Index of the 30 most important industirial
shares in the United States achieved a
historic high of 8561 points.

Against this background, the DAX
{German share index) also reached a record
2910 points. The favourable economic
environment with low interest rates, a
weaker D-mark and improved economic
prospects contributed to this deveiopment.
At the end of the year, the DAX closed
at 2889 points; 28% higher than in the
previous year.

BMW Shares’. = .. - 1892 °

Ordinary share.
Number of shares in thousands
Stock exchange quotation in DM“
Yeaar end
ngh

Low

Preference share i
Number of shares in thousands
Stagk éxcharige quotation in DM
Year end
Hig
Low

e

" "s‘;e_s o

The price of the BMW ordinary share rose
strongly during the year. After opening
at DM742, it peaked at DM1,078 in
December. Thus, it greatly exceeded its
previous high of DM927 in May 1994 fol-
lowing the acquisition of Rover Group.
The BMW ordinary share ended the year
at a price of DM1,062; 44% higher than
the previous year. Thus, the price of the
BMW ordinary share increased far more
strongly than the German share index.
The price of the BMW preference share
also rose markedly, ending the year at
DM742, compared with DM519 at the be-
ginning of 1996. BMW preference shares
were iniroduced in 1989 to encourage

1993 ;- 1994 1995 1996

18,400 18,409

Key data per share in DM®3 . ' ol Leieie o e

Dividend o o o
N _Qrdipa_ty,?tlla.ieu . I e et .1 2'50,z e e
_ Proference'share. % . . i, a0 1380,

i A L e Ee Bhe

Tax credit for shareholders.
resident in Germany
_Ordinary share | "
Preference share
Net |ncome :
Cash flow
Shareholders equ1ty°‘

" Cash quotations on the Frankiurt Stock Exchange

1,062

1,078

742

' 1.366

742

. 751,

519

12,50 . 1250 .. 1350 15007
- 1500

1350 . 1380 . 1450  16.00°
1.50%

5.36 6.43

5.79 643 6.86

28,66 78544 1 4162

143 208

378 445

3 Without values adjusted retroactively due to the capital increase in 1994 in a ratio of 1111
2 Weighting of shares according to entitiement 10 dividend in year of issue

“ Bonus
* Proposal of the Management
@ Excluding unappropriated profit available for dlstnbutlon




savings among the employees of BMW New preference shares for BMW
AG and its wholly-owned subsidiaries in empioyees
Germany. In 1996, BMW employees again had an
The BMW share has been an attractive  opportunity to acquire their Company’s
investment in recent years. Investors in preference shares. Some 38,000 new
- BMW shares have had an average yearly BMW preference shares were issued to
yield of around 12% for ten years. In the employees in order to &éncourage em-
|ast five years, the annual yield has been ployees’ savings.
more than 20%. German government As aresult, more than DM23 million
bonds yielded only 5.8% and 8.1% res- ' flowed into the Company. The subscribed
pectively in the same periods. capital of BMW AG increased by DM1.9
The proposed dividend of DM15.00 million to DM988.7 million. The Company
per BMW ordinary and DM16.00 per BMW  now has approved capital of DM9.7 million
preference share for 1996 increases to for issuing new preference shares.

DM21.43 and to DM22.86 respectively,
when including the full tax credit of 3/7
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Performance of the BMW share wn  Ordinary share
Quarterly average in OM Praeferance share

for shareholders resident in Germany. Total
dividend payments for 1996 amount to
DM297 million, compared with DM267 mil-
lion in the previous year.
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1996 Highlights

January

The BMW Z3 roadster was introduced 10

the public at the Detroit Motor Show.
BMW presented an Art Car, painted by

David Hockney, at the Royal Academy in

London.

February
COMPANION, the warning system de-
veloped by BMW, began to be tested on

- the AS2 near Munich.

in Japan, the open-top, two-seater
MGF sports car was voted “Import Car of
the Year 1996"

March

At Wackersdorf, excavation work began
for a BMW industrial park for the supply
industry.

April

A company agreement on the introduction
of banking systems for working hours

came into force at the German BMW plants.

The 725tds was the first 7 Series BMW
to be equipped with a diesel engine.

Rover Group received the prestigious
Queen's Award for Technology for its
Modular Engine Management System,
MEMS.

May
BMW Group's Euro Medium Term Note
Programme was increased by 2 billion
US dollars to 3 billion US dollars.

A new importer was appointed forthe
sale of BMW and Land Rover vehicles in
Bolivia.

June
The new Rover 200 was introduced to the
German market where it soon became the
Rover model in greatest demand.

Sixty years ago, on June 14th 19386,
a prototype of the BMW 328 roadster won
the “Eifelrennen’, its first race, on the Nir-
burgring.

July

Plastics production at the Landshut plant
was certified in accordance with quality
standards QS 9000 and 1SO 9000-1.

August

The Spartanburg plant began to manu-

facture only the Z3 roadster and achieved

its daily production target of 250 units.
The BMW Rolls-Royce BR710 aero

engine received its first license from the

European Joint Aviation Authority.

September
A parts logistics centre was opened in
Singapore for the twenty BMW markets in
Southeast Asia.

In Germany, 875 young people began
their vocational training at BMW; 50 more
than in the previous year.

Qctober _

BMW and Chrysier signed a memoran-
dum of understanding on the construction
of an engine plant in Latin America.

BMW presented a new sporting tourer,
the K 1200 RS.

The first of the 23 Land Rover Centres,
currently planned for Australia, was
opened in Southport, Queensland.

The first associates moved into
Rover Group's new Design and Engineer-
ing Centre at Gaydon.

November

The construction of a BMW Group engine
plant at Hams Hall, near Birmingham, was
announced.

December
The Mini became available with com-
prehensive technical improvements,

On December 23rd, the 200,000th new
5 Series BMW came off the assembly
lines at the Dingolfing plant.

The BMW ordinary share peaked at
DM1,078; a new high. lt gained 44%
during the year.
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Consolidated Balance Sheet

at December 31st 1996
{in miilicns of DM)

Assets Notes 31.12.1996 31.12.1995
DM million DM million

Intangible assets ( 8) 464 358
Tangible assets 12,376 11,093
Financial assets (7 589 454
Fixed assets 13,429 11,905
Inventories { 8 5,340 5,183
Leased products 8,921 7,782
Receivables from sales financing 7877 7,226
Assets from sgles financing {9 16,798 15,008
Trade receivables (10) 3,245 2,573
Qther receivables and miscellaneous assets {10 1,812 1,253
Marketable securities and notes (11) 1,335 1,474
Liquid funds - (12 2,698 2,880
Current assets 31,228 28,371
Prepaid expenses and deferred taxes {13) 685 571
45,342 40,847

Shareholders’ equity and liabilities Notes 31.12.1996 31.12.1985
DM million DM million

Subscribed capital (14) 989 Q87
Capital reserve (14 1,614 1,583
Revenue reserves (15) 6,043 5227
Unappropriated profit available for distribution 297 267
Minority interest (18) 124 126
Shareholders’ equity (17) 9,067 8,200
Registered profit-sharing certificates 77 79
Pension provisions 2,279 2,009
Other provisions and accruals 8,593 7,599
Provisions and accruals (18) 10,872 9,608
Bonds 1,633 2,791
Liabilities to banks 1,745 1,404
Trade payables 3,014 2,513
Other liabilities 3,872 2,781
Liabilities (19) 10,264 9,489
Liabilities from saies financing 12,877 11,268
Deferred income from lease financing 1,894 2,031
Liabilities from sales financing (20) 14,871 13,299
Deferred income 191 172
45,342 40,847




Consolidated Income Statement
far the financial year ended December 31st 1996
(in millicns of DM)

Notes 1996 1995
DM mitlion DM million
Net sales 2n 52,265 46,144
increase in product inventories and
own work capitalised (22) 696 1,189
Totai value of production . 52,961 47,333
Other operating income {23) 2,078 1,814
Material costs (24} 31,087 27,397
Personnei costs (25) 9,844 8,846
Depreciation on intangible and tangible fixed assets {26) 3,002 2,877
Other operating expenses (27) 9,248 8,444
Netincome from investments (28) 69 91
Net interest income {29 204 220
Interest expense from lease financing . (30} 5M 527
Resuit from ordinary business activities 1,660 1,367
Taxes onincome (31) 714 537
Other taxes 126 138
Netincome (32} 820 692
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Notes

Development of Consclicated Fixed Assets

Acquisition and manufacturing costs

11,1986 Translation Additions Reclasgsi- Disposals  31.12.1996
difference fications
DM million DM million B million DM million DM million DM mitlion
Intangible assets 1,035 31 307 2 38 1,337
Land, titles to land, and buildings,
including buildings on third-party fand 7,223 341 336 103 58 7,945
Technical piant and machinery 21,257 1,002 1,974 300 1,428 23,105
Other plant, factory and office equipment 2,771 148 508 40 264 3,200
Advance payments and construct.ion
in progress 1,134 119 705 - 445 22 1,491
Tangible assets 32,385 1,607 3,523 - 2 1,772 35,741
Shares in subsidiaries 40 3 25 - 10 58
Loans to subsidiaries 5 - - - - 5
investment in associated companies 261 37 51 - - 349
investment in other companies 10 - - - - 10
Long-term securities 11 - 8 - - 19
Qther long-term loans receivable 145 8 41 - 23 171
Financial assets 472 48 125 - 33 612
Fixed assets 33,892 1,686 3,955 - 1,843 37,690
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Depreciation

Net book value

1.1.1996 Translation Charge Reclassi- Disposals - 31.12.1996 31.12.1996 31.12.1995
difference for year fications

D million DM millicn BM million DM million DM million M million DM million DM million

677 11 221 1 a7 873 464 358

2.557 104 257 10 24 2,904 5,041 4,666

16,519 728 2,118 - 12 1,407 17,946 5,159 4,738

2,216 129 408 1 237 2,515 685 555

- - - - - - 1,481 1,134

21,292 961 2,781 - 1 1,668 23,365 12,376 11,093

2 - 5 - - 7 51 38

- - - - - - 5 5

- - - - - - 349 261

6 - - - - 5] 4 4

— - - = - - - 19 11

10 - - - - 10 161 135

18 - s - - 23 589 454

21,987 972 3,007 - 1,705 24,261 13,429 11,905

a7




Consolidated companies

(1)

Changes in
consolidated group

(2)

Principles of
consolidation

(3)
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Notes
Principles

The consoclidated companies comprise
BMW AG and, in principle, all subsidiaries
in the Federal Republic of Germany and
abroad. Atotal of 18 (1995: 17) subsidiaries
in Germany and 123 (1995: 123) foreign
subsidiaries have been consolidated.

Sixty-eight (1995: 66) dormant or minor
companies are not included in the consoli-
dated financial statements, since they are
not material to the Group's financial and
garnings position. As in the previous year,
five subsidiaries are not inciuded in accord-
ance with Section 296 Para. 1 No. 2 ofthe
German Commercial Code (HGB). They
are accounted for using the equity method.

In addition, the BMW Pensionskasse
(Osterreich) AG, Steyr, has not been con-
solidated because iis assets are assigned
for a specific purpose.

The non-inclusion of subsidiaries has an
impact on Group sales of about 1%.

Three associated companies are
accounted for using the equity method.
Eleven (1995: 12) associated companies
are not included in the consolidated finan-
cial statements because of their relative
insignificance to the Group’s financial and
earnings position. These associated
companies are stated at cost, less write-
downs where applicable, under investment.
in other companies.

A complets list of the Group’s sharehoid-
ings is filed with the Commercial Register
of the Munich Local Court (HRB 42243).
The principal subsidiaries are listed on
page 136.

BMW Leasing GmbH and Co. CHG, Din-
golfing, BMW Mctoren GmbH, Steyr, BMW
Korea Co., Ltd., Seoul, and BMW New Zea-
land Ltd., Auckland, have been included

in the consolidated financial statements

for the first time. ARG Holdings Ltd.,
Birmingham, and Pressed Steel Fisher Ltd.,

Birmingham, have left the consclidated
group. BMW (Schweiz} AG, Dieisdorf, has
merged with BMW Holding AG, Dielsdorf,
to form BMW (Schweiz) AG, Dielsdorf.
The effect on the Group’s financial and
garnings position is not material.

The investment in subsidiaries is consoii-
dated using the net book value methed.
Under this method, the cost of investment
is set off against the Group’s share of equity
of the consolidated subsidiaries at the time
of acquisition or initial consolidation. Any
resulting excess of purchase consideration

‘over the net assets acquired is set off

against revenue reserves.

The same principles are applied in consol-
idating associated companies under the
equity method.

Receivables, liabilities, provisions,
income and intercompany profits are
eliminated.




In the individual financial statements of
BMW AG and its subsidiaries, receivables
and liabilities are translated at the rate
applicable on the transaction date. Provi-
sions are made for unrealised exchange
rate losses at the balance sheet date.
where foreign currency receivables and
iiabilities of non-German subsidiaries have
peen hedged by forward exchange con-
tracts, they are valued at the appropriate
hedging rate.

In the consolidated financial statements, Foreign currency
fixed assets are translated at the closing translation

rates of exchange like other assets and 4)

liabilities stated in foreign currency. Income

and expenses are transiated at the average

rate of exchange rate for the year. Exchange

differences resulting from the translation of

shareholders’ equity are offset directly

through revenue reserves,

To improve clarity of presentation, individual
items in the consolidated balance sheet
and in the consolidated income statement
have been combined. These items are
shown separateiy in the Notes to the con-
solidaied financial statements. Separate
items have been added to the consoli-
dated financial statements to show the
effects of sales financing.

The individual financial statements have
been prepared using uniform accounting
policies. in order to ensure uniformity of
valuation within the Group, the tax-allowable
depreciation and special reserves which
are included in the individual financial
statements of the consolidated subsidiaries
based solely on tax laws and reguiations,
are notincluded in the consolidated finan-
cial statements. Deviations from Group
accounting policies by associated compa-
nies have not been adjusted if the amounts
involved are immaterial.

Purchased intangible assets are carried
at cost and written down primarily using
the straight-line method.

Tangible assets are valued at acquisition Accounting policies and
or manufacturing cost less depreciation. presentation
Office and factory buildings are depregci- (5)
ated using the straight-line method. Other
depreciable tangible assets having a useful
life of more than three years are depreci-
ated using the declining balance method,
switching to the straight-line method as
scon as the latter results in higher depre-
ciation. :

Expenditure on low-value fixed assets
is written off in full in the yearin which it is
incurred.

Office and factory buildings including
utility distribution systems permanently
attached to a building are depreciated in
8 to 25 years, residential buildings in up to
50 years, technical plant and machinery in
up to 10 years, and other plant, factory and
office equipment, in general, in 5 years. For
machinery used in multiple-shift operations,
depreciation rates are increased to take
account of the additional utilisation.
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Notes
Principles

The investment in non-consolidated sub-
sidiaries and associated and other compa-
nies is valued at the lower of cost or current
value. Long-term loans are stated at their
discounted net present vaiue.

Inventories of raw materials, supplies
and goods for resale are stated at the
lower of cost or market value. Work in
progress and finished goods are vaiued at
their direct material and production cost.
inventories resulting from goods supplied
by consolidated companies include an
appropriate portion of performance-related
production overheads. Write-downs are
made to cover risks arising for slow moving
items or for technical obsolescence.

Own products which are included as
assets of the group’s leasing companies
are recorded at manufacturing cost as
permitted for financial reporting purposes.
All other leased products are valued at
cost. lf the net realisable value is lower,
then this value is used.

All risks identifiable on receivables and
other assets are covered by appropriate
write-downs. Receivables with current
maturities of more than one year which
bear nominal or no interest have been
discounted.

Marketable securities and notes are
stated at cost or market value at the
balance sheet date, whichever is the lower.

Pension provisions are set up in accord-
ance with actuarial principles, using a
rate of interest of 5%. Other provisions and
accruals are made to take account of all
identifiable risks. Provisions are also made
for deferred expenditure.

Deferred taxation is calculated on timing
differences arising on the different treat-
ment of transactions for financial and tax
reporting purposes. Deferred tax assets
and liabilities calculated on such timing
differences are netted. A net deferred tax
asset balance arising from deferred taxa-
tion in the individual financial statements is
not recorded. Deferred taxes arising from
consolidation adjustments are shown in
accordance with the legal requirements.




Notes

Consolidated Baiance Sheet

intangible assets include grants for tool
costs, licences, entry fees and software.

The additions to shares in subsidiaries
relate primarily to a capital increase at BMW
do Brasil Ltda., S&o Paulo, and the forma-
tion of BMW Finance lbérica, E. F.C..S.A,
Madrid.

The disposals of shares in subsidiaries
relate to the initial consoclidation of BMW
Korea Co., Ltd., Seoul, and BMW New
Zealand Ltd., Auckland.

The investment in associated companies
includes the subgroup of Bavaria Wirt-
schaftsagentur GmbH, Munich, EL-MOS
Elektronik in MOS-Technologie GmbH,
Dortmund, Rover Finance Holdings Ltd.,
Redhill, and UGC Limited, Oxford.

31.12.1996 31.12.1995

DM million DM million

Materials and suppiies 642 573
Work in progress 927 801
Finished goods and goods for resale 4,270 4,195
Advance payments 50 35
5,889 5,604

Advance payments received 549 ) 421

5,340 5,183

Intangible assets

6)

Financial assets

7

Inventories

®
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Assets from
sales financing

(9}
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Receivables and
miscelianeous
assets

(10)

Notes
Consoclidated Balance Sheet

31.12.1996 31.12.1995
DM million DM million
Leased praducts 8,921 7,782
Receivables from sales financing
Customer loan receivables 7,684 7,104
- of which: with a maturity of more
than one year: DM2,994 million {1895: DM2,659 million) -
Other receivables 393 122
- of which: with a maturity of more
than one year: DM29 million (1995: DM16 million) ~
7,877 7,226
16,798 15,008

Leased products include additions totalling  (1995: DM1 ,299 million). Foreign currency
DM7,183 million (1995: DM5,964 miillion) gains on the translation of foreign currency
and depreciation totalling DM3,937 milion  accounts amount to DM316 million

{1995: DM3,371 million). The disposals
amount toc DM2,387 million

{1995: losses of DM197 million).

31,12.1996 31.12.1895
DM million DM miliion
Trade receivables 3,245 2,573
- of which: with a maturity of more than
one year: DM38 million (1895: DM31 million) —
Other receivables and miscellaneous assets
Receivables from subsidiaries 659 475
- of which: with a maturity of more than
one year: DM125 million (1993: DM53 million) — b
Receivables from associated and other companies
in which an investment is held 50 22
- of which: with a maturity of more than
one year: DM21 million (1995: DM22 million) ~
Miscelldneous assets 1,103 756
- of which: with a maturity of more than
one year: DM191 million (1995: DM162 million) —
1,812 1,253
5,057 3,826
Receivables from subsidiaries relate pre- claims, deferred interest receivable, loans

dominantly to financial receivables. Miscel-  and shareholder rights.

laneous assets include primarily tax refund




31.12.1996 31.12.1995
DM million DM million
Other securities 1,317 1,450
Notes 18 24
1,335 1,474
Other securities include primarily fixed-
interast securities and shares in investment
funds,
Liquid assets relate to cash in hand, depos-
its at the Bundesbank and cash at banks.
31.12.1996 31.12.1995
DM million DM miltion
Prepaid expenses 162 158
Deferred taxes 523 413
685 571

The subscribed capital of BMW AG
amounts to DM389 miillion and is divided
into 10,599,110 ordinary shares with a
nominal value of DMS0 each, 225,000 ordi-
nary shares with a nominal value of DM100
each, 368,000 ordinary shares with a
nominal value of DM1,000 and 1,365,790
non-voting preferaence shares with a
nominal value of DM50 each. The prefe-
rence shares participate and bear an extra
dividend of DM1 per share. All shares are
bearer shares.

The subscribed capital increased by
DM1.9 million through the issuance of
37,900 non-voting preference shares. A
subscription right in the case of arights
issue is excluded for these shares. As a
result, the remaining authorised capital of
BMW AG, which permits non-voting prefe-
rence shares with a nominal value of DM15
miltion to be issued up to May 1st 1998,
amounted to DM9.7 million at the balance
sheet date. The premium of DM21 million
from this capital increase was transferred
{0 capital reserve.

Revenue reserves consist of legal reserves
of DM2 million, the other revenue reserves
of BMW AG, and the reserves set up from

the net results of consolidated companies.

Mincrity interest represents the share of
third parties in the equity of consolidated
subsidiaries.

It includes primarily minority shareholders’
interests in BMW Rolls-Royce GmbH,
Oberursel.

Marketable securities
and notes
(11}

Liquid funds
(12

Prepaid expenses
and deferred taxes
(13)

Subscribed capital
and capital reserve
(14)

Revenue reserves

(15)

Minority interest
(16)
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Shareholders’ equity
(17)

Provisions and
accruals
{18)

Notes
Consolidated Balance Sheet

D million
Movements in shareholders’ equity:
Balance at December 315t 1895 8,200
Dividend of BMW AG for 1985 - 267
Increase in subscribed capitai from remaining authorised capital + 2
Transfer to capital reserve from capital increase for preference shares + 21
Movements in revenue reserves
- Transfer from net income 518
~Set-off of differences resulting from capital consolidation + 16
—Currency translation adjustment 284

+ 8186

Unappropriated profit available for distribution + 297,
Change in minority interest - 2
- of which from net income: DM7 million -
Balance at December 31st 1996 9,067

The set-off of differences resulting from
capital consolidation relate primarily to the
initial consolidation of BMW New Zealand
Ltd., Auckland, and BMW Korea Co., Lid.,
Seoul.

The currency translation adjustment in-
cludes the currency difference resufting
from the translation of shareholders’ equity.

31.12.1996 31.12.1995

DM million DM million

Panision provisions 2,279 2,009
Other provisions and accruals for

Taxes 727 463

Personnel expenses 947 864

Ongoing operations 5,479 5,048

Miscellaneous 1,440 1,224

8,593 7,599

10,872 9,608

The pension provisions refate mainly to
commitments to pay old-age pensions o
employees of BMWAG. The pension com-
mitments are fully covered by provisions.

This also applies if the pension commit-
ments are stated with an interest rate
of 7% in compliance with international
accounting standards.

s
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Other provisions and accruals cover all
recognisable specific risks and group
commitments for which the amounts in-
volved are uncertain.

in addition, this heading includes ac-
cruals for gutstanding invoices from dealers
and suppliers, anticipated losses on con-

tracts and risks arising from litigation and
guarantees. Provisions have also been set
up for maintenance expenditure required
in the financial year but deferred untii the
following year. Additional provisions have
been created for anticipated major repairs.

31.12.1996 31.12.1995
of which: with a maturity of
up to over
1year Syears
DM million DM million DM million DM million
Bonds 1,633 314 723 2,791
Liabilities to banks 1,745 904 776 1,404
Trade payables 3,014 3,014 - 2,513
Qther liabilities
Liabilities on biils accepted and drawn 208 206 - 68
Liabilities to subsidiaries 145 143 - 135
Liabilities to companies in which
an investment is heid 32 32 - 34
Liabilities to BMW employee
welfare fund 68 - 68 66
Miscellaneous liabilities 3,421 2,258 209 2,478
~of which: for taxes {515) (515) - (462)
~of which: for social security {1786) (176) - (162}
3,872 2,639 277 2,781
10,264 6,871 9,489

1,776

Liabilities due in one year o five years total
DM1,617 million.

When viewed together'with the bonds dis-
closed under liabilities from sales financing,

bonds amount to DMB,037 million

{1995: DM5,218 million).

Liabilities
(19)
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Notes
Consolidated Balance Sheet

v e ey

Liabifities from 31.12.1996 31.12.1995
sales financing of which: with a maturity of
(20) upto over
1 year 5vyears
OM million DM million DM million DM miltion
Liahilities from sales financing
Bonds 4,404 817 1,087 2,427
Liabilities to banks 5,571 3,505 416 56186
- of which: secured by real estate liens (62) 97)
Trade payables 686 568 - 352
Commerdcial paper 1,823 1,623 - 2.295
Other liabilities 693 349 248 378
12,977 6,962 1,748 11,268
Deferred income lease financing 1,894 2,031
14,871 8,962 1,748 13,299

The liabilities from sales financing serve to
refinance leased products and receivables
from financing.

Liabilities due in one to five years total
DM4,267 miilion.,

Deferred income from lease financing
relates o amounts received on lease
contracts not yet due.




31.12.1996 31.12.1995
DM million DM million
juarantees 131 508
Jiscounted bills of exchange 38 -
9M11 million thereof relate to contingent
iabilities to subsidiaries (1995: DM8 million).
Joint and several liability also existsin
the case of investments in general partner-
ships.
According to current maturities, the net
oresent value of future payment obligations
under rental and leasing agreements
amounting to DM 1,453 millions is as
follows:
31.12.1996
DM million
1997 277
1998-2001 524
after 2001 552

DM@3 million thereof relate 1o obligations
to subsidiaries.

Purchasing commitments for capital
investment projects amount to DM3,067
mittion.

Further financial obligations amount to
DMS5 million.

Contingent liabilities

Other financial
obligations

a7




Negt sales
(21)

Increase in product
inventories and own
work capitalised
(22)

Other operating
income
(23)

38

Notes
Consolidated Income Statement

1996 1995
DM million DM millicn
Automobiles 37,966 33,547
Motorcycles 744 731
Leasing 6,054 5,044
Other sales 7,501 8,822
52,265 46,144
Federal Republic of Germany 14,821 13,862
United Kingdom 8,930 8,242
Rest of Europe 12,218 10,088
North America 8,228 6177
Asia 5,574 5,291
Other markets 2,694 2,484
52,265 46,144

Other sales relate principally to the sale of

spare parts and accessories.

1996 1995
DM million EM million
Incraase in product inventories 585 1,082
Own work capitalised 111 97
696 1,189

Besides changes in work in progress and
finished goods, the increase in product
inventories includes changes in leased
products,

Other operating income comprises primarily
income from the release of provisions and
accruals, foreign exchange gains, grants
and incentives and releases of write-downs
on receivables.




1996 1995 Material costs

DM millicn DM million  {24)
B o raw materials, supplies and
; handi‘a‘e 30,214 26,828
- of purchased services : 843 569
31,057 27,397
% cost of raw materials, supplies and
ichandise increased because of signifi-
Bintly increased production.
1996 1995 Personnel costs
DM million DM million  {25)
Bc0s and salaries 8,202 7.512
‘ Elal security, pension and welfare costs 1,642 1,334
fwhich for pension plans: DM472 million
E[1995: DM260 million) -
9,844 8,846
jage number of employees peryear: 1996 1995
y 8ge earners . 71,247 70,569
'Iaried employees 37,881 36,375
~ 109,128 106,944
FUepreciation on intangible and tangible Depreciation on
3 assets related to scheduled depre- ‘ intangible and tangible
lation based on financial reporting prin- fixed assets
iples, (26)
—
?cher operating expenses includs, in partic- +  Other operating
—,}Jfar, administration and distribution costs, expenses
‘}larranty, advertising, freight out, main- {27)

t-.enance and repairs, rentals and leases,
Cmmissions, insurance premiums, foreign
:9XChange losses and valuation allowances
EON receivables.




Net income from
investments
(28)

Net interest income
(29)
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Notes
Consolidated income Siatement

1996 1995
DM million D million
Income from investments 2 47
—of which: from subsidiaries:
DM1 million (1995: DM24 million) -
Income from profit transfers - 3]
Income from associated companies 73 40
Expenses from loss transfers 1 _
Depreciation on investments in subsidiaries 5 2
69 o1
income from associated cempanies in-
cludes the Group's share of the results of
the subgroup Bavaria Wirtschaftsagentur
GmbH, Munich, of EL-MOS Elektronik in
MQO8S-Technolagie GmbH, Dortmund, of
Rover Finance Holdings Ltd., Redhill, and
of UGC Limited, Oxford.
1996 1995
DM million DM miilion
Income from other securities
and long-term lcans 6 5
Other interest and similar income 1,470 1,318
—of which: from subsidiaries:
"DMB3S million (1985: DM 17 million) -
Interest and similar expenses 1,270 1,009
- ofwhich: to subsidiaries:
DMS million (1995: DMS million) -
Write-downs on long-term loans,
marketable securities and notes 2 4
204 220

Interest and similar expenses, together
with the interest expense from lease

financing, amounted to DM1,771 million

(1995: DM1,626 million).

P




mpense from the financing of
pusiness in leased products is offset by
corresponding gains which are contained
inthe leasing instalments and shown in net

gales.

o
Taxes on income include German corpora-
tion and municipal trade income taxes as
well as comparable foreign taxes relating

‘toincome. Such taxes are determined in

accordance with the tax laws applicable to

the individual companies. in addition, taxes
on income include the deferred taxes
resulting from timing differences derived
from consolidation entries.

1996 1995
DM miillion DM millian
Net income 820 692

| Appropriations of netincome:
Minority interest in net income of subsidiaries 7 5
Transfer to revenue reserves 516 426G
523 425
Unappropriated profit available for distribution 297 . 267

Interest expense from
lease financing
(30)

Taxes on income
(31)

Net income
(32)
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Total remuneration
of the Supervisory
Board and the Board
of Management

Auditors’ certificate

Notes
Additional Information

Subject to the approval of the proposed
dividend at the Annual General Meeting,
the remuneration of members of the Board
of Management for the 1996 financial year
amounts to DM13.8 million {1895: DM11.3
million) and that of former members and
their surviving dependents to DM2.6 mil-
lion (1995: DM2.4 million).

Total remuneration of the Supervisory
Board for 1996 amounts to DM1.8 million
(1995: DM 1.6 million).

The pension commitments to former
members of the Board of Management and
their surviving dependents are fully covered
by an accrual of DM22.7 million (1995:
DM21.0 million).

The members of the Supervisory Board
and of the Board of Management are listed
on pages 48 and 49,

Munich, March 1997

Bayerische Motoren Werke
Aktiengesellschaft

The Board of Management

The Consoclidated Financial Statements,
which we have audited in accordance with
professional standards, comply with the
German legal provisions. The Consolidated
Financial Statements present, in compliance
with required accounting principles, atrue
and fair view of the Group’s assets, liabili-
ties, financial position and netincome. The
Group’s Economic Review is consistent
with the Consolidated Financial State-
ments.

Munich, March 5th 1997

KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft
Wirtschaftsprifungsgeselischaft

Dr. Hoyos Kilgert
Wirtschaftsprifer Wirtschaftsprifer
(independent auditors)




Balance Sheet and
income Statement
of BMW AG

The Financial Statements of BMW AG, of
which the Balance Sheet and the Income
~ Statement are presented here, have been
provided with the unrestricted confirma-
tory audit certificate of KPMG Deutsche
Treuhandgesellschaft Aktiengesellschaft
Wirtschaftsprifungsgesellschaft, Munich.
They are published in the Federal Gazetie
and filed with the Commercial Register of
the Munich Local Court. These Financial
Statements are available from BMWAG,
D-80788 Munich.
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Balance Sheet of BMW AG
at Gecember 315t 1996
{in millicns of DM)

Assets 31.12.1996 31.12.1995
DM million oM milliory

Intangible assets 98 109
Tangible assets 4,282 4,073
Financial assets 4,809 4,247
Fixed assets 9,189 8,429
Inventories 1,918 1,875
Trade receivables 530 534
Receivables from subsidiaries 4,115 2,878
Other receivables and miscellaneous assets 125 141
Marketable securities and notes 517 G86
Liquid funds 774 1,209
Current assets 7,979 7,323
Prepaid expenses 3 4
17,171 15,756

Shareholders’ equity and liabilities 31.12.1996 31.12.1985
‘ DM million DM million
Subscribed capital 989 987
Capital reserve 1,614 1,593
Revenue reserves 3,696 3,439
Unappropriated profit available for distribution 297 267
Shareholders’ equity 6,596 6,286
Registered profit-sharing certificates 77 79
Pension provisions 2,154 1,899
Other provisions and accruals 4,423 3,805
Provisions and accruals 6,577 5,804
Liabilities to banks 63 96
Trade payables 1,198 1,056
Liabilities to subsidiaries 1,236 1,325
Other ligbilities 1,424 1110
Liabilities 3,921 3,587
17,171 15,756
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Income Statement of BMWAG
for the financial year ended December 315t 1896

{in millicns of DM}

1996 1885
DM mitlion DM miliicn
Net sales 32,429 28,561
Increase in product inventaries and own work capitalised 92 175
Total vaiue of production 32,521 28,736
Other operating income 1,033 811
Material costs 20,591 17,680
Personnel costs 6,149 5,588
Depreciation on intangible and tangible
fixed assets 1,503 1,517
Other operating expenses 4,290 3,859
Net income frorm investments -245 -234
Net interest income 153 174
Result from ordinary business activities 929 843
Taxes onincome 331 236
Other taxes 44 72
Netincome 554 535
Transfer to revenue reserves 257 268
" Net income available for distribution 297 267
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Subsidiaries of BMW AG

Major subsidaries of BMW AG Shareholders'" Income " Capital
at December 31st 1996 equity investment
DM million D million in %
Domestic
BMW Ingenieur-Zentrum GmbH + Co., Munich 548 0 100
BMW Rolls-Royce GmbH, Oberursei® 261 0 50.5
BMW Bank GmbH, Munich 245 19 100
BMW Finanz Verwaltungs GmbH, Munich 149 30 100
BMW Maschinenfabrik Spandau GmbH, Berlin 112 4 100
softlab GmbH flir Systementwicklung und EDV-Anwendung, Munich 63 1 100
Kontron Elektronik GmbH, Eching® 42 0 100
BMW Maschinenfabrik Spandau GmbH + Co. Anlagen und Betriebs oHG, Berlin 39 39 100
BMW Leasing GmbH, Munich® 31 0] 100
Rover Deutschiand GmbH, Neuss?® 14 0 100
BMW Fzhrzeugtechnik GmbH, Eisenach® A 0 100
SMW INTEC Beteiligungs GmbH, Munich® @ 0 100
BMW M GmbH Gesellschatt fir individusile Automobile, Munich® 2 0 100
Foreign
BMW Coordination Center N.V., Bornem 668 63 100
BMW (South Africa) (Pty.} Ltd., Pretoria 244 19 100
BMW Finance N.V., The Hague 199 29 100
BMW Overseas Enterprises N.V., Willemstad 97 2 100
BMW Osterreich Holding GmbH, Steyr 976 54 100
BMW Motoren AG, Steyr 387 o7 100
BMW Austria Gesellschaft m.b.H., Salzburg 107 5 100
BMW Holding B.V., The Hague 1,461 48 100
BMW (US) Holding Corporation, Wilmington, DE? 1,014 281 100
BMW France S.A., Bois d'Arcy 295 73 100
BMW Japan Corp., Tokyo 291 27 100
BMW Italia S.p.A., Palazzole di Sena (Verona) 126 27 100
BMW Australia Ltd., Melbourne, Victoria 124 20 100
BMW Belgium $.A./N.V., Bornem 92 26 100
BMW Canada Inc., Whitby 69 14 100
BMW (Schweiz) AG, Dielsdorf 862 13 100
BMW Nederland B.V., The Hague 46 15 100
BMW tbérica S.A., Madrid 30 15 100
BMW (UK) Holdings Ltd., Warwick 4,569 -214 100
Rover Group Lid., Warwick 3,025 ~199 100
BMW {GB} Ltd., Bracknel 188 31 100
BMW (UK) Capital plc., Bracknell 66 B 100
Rover ltalia S.p.A., Rome a5 18 100
Rover France S.A., Argenteuil 22 2 100
Rover Japan Ltd., Tokyo 19 5 100
Rover Espafia S.A., Madrid 17 9 100
Rover Portugal Veiculos e Pecas Limitada, Lisbon 2 1 100

1) The values correspond with the individual financial statements, prepared in accordance with the respective country’s regulations, and de not show
the companies’ contribution to the consolidated financial statements. Equity and income of companies outside the Federal Republic of Germany

are gonvertad using the exchange rate on the balance sheet date. '
2 tess than DM500,000.
3 Profit and loss transfer agreement with a subsidiary of BMW AG.
4 Profit and loss transfer agreement with BMW AG.
51 Consolidated including BMW's operative US companies.




Report of the
Supervisory Board

The Supervisory Board regularly reviewed
the Company’s business throughout the
financial year. At joint meetings and on the
basis of the Board of Management's written
and verbal reports, the Supervisory Board
studied closely the Company's situation,
the course of business and the intended
business policy, and discussed these
matters with the Board of Management.

In addition to the regular meetings, the
Supervisory Board was informed about
the main business transactions in discus-
sions with the Chairman of the Board of
Management.

The Supervisory Board and the Board
of Management have carried out mea-
sures to strengthen the Company's earning
power.

As a Company of the highest technical
standards, BMW constantly enhances and
innovates its products. Therefore, in 1996,
important investments were discussed
and the necessary decisions made.

The long-term development of all fislds
of business was discussed in detail.

The new 5 Series BMW was introduced
successfully. The new Spartanburg plant
for the manufacture of cars of BMW quality
has reached its scheduled capacity. This
new plant has anchored BMW in the Ame-
rican business community and has had a
positive effect on the Company's image in
the United States.

Joint discussions focused on important
investment decisions, such as the devel-
opment and production of 4-cylinder petrol
engines. The engines for BMW and Rover
cars are 1o be manufactured in a new
engine plant in England. in South America,
a plant will be constructed in cooperation
with Chrysler for the production of a new
series of engines for future small Rover
cars.

The BR710 aero engine received its
licenses, on schedule, in Europe and the
United States; an important milestone in
the aero engine business. It is the first
German aero engine for civilian aircraft to
be licensed worldwide.

The Supervisory Board was also
interested in the growing importance of
financial services and the motarcycle
business.

The Annual Financial Statements for
the 1996 Financial Year, the Books of
Account and the Economic Review have
been examined by KPMG Deutsche Treu-
hand-Gesellschaft Aktiengeselischaft
Wirtschaftsprifungsgeselischaft, Munich,

which has provided its unrestricted con-
firmatory audit certificate. The Supervisory
Board agrees to the result of this audit.

At its meeting on March 20th 1997, the
Supervisory Board examined and ap-
proved the Annual Financial Statements
and the Economic Review, prepared by
the Board of Management. The Annual
Financial Statements are thereby adopted.
The proposal of the Board of Management
for the ailocation of profits has been
examined by the Supervisory Board which
supports the proposal.

According to the final result of the
Supervisory Board's review, there are no
objections to be raised.

The Consalidated Financial Statements
and the Economic Review of the BMW
Group included in the Economic Review,
which have been provided with the unre-
stricted confirmatory audit certificate of
KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft Wirtschaftsprifungs-
gesellschait, Munich, as well as the report
of the auditor of the Consalidated Finan-
cial Statements, have been duly submitted
10 the Supervisory Board.

In its meeting on July 4th 1996, the

' Supervisory Board appointed Dr. Hefmut

Panke to the Board of Management and,
from September 1st 1996, as Industrial
Relations Director. After 27 years at BMW,
Mr. Helmut Niederhofer retired from the
Company on August 31st 1996.The
Supervisory Board expressed its thanks
to Mr. Niederhofer for his services 1o the
Company.

Mr. Werner Schreiber retired from the
Supervisory Board on September 30th
1996.The Supervisory Board thanked
Mr. Schreiber for his services on the Super-
visory Board. Dr, Karin Benz-Overhage,
Executive Member of the Board of
Management of |G Metall, was appointed
Member of the Supervisory Board by
decision of the Munich Local Court on
January 24th 1997,

Munich, March 20th 1997

The Supervisory Board
Eberhard v. Kuenheim
Chairman
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Supervisory Board

Dr.-Ing. E.h. Dr.-Ing. E.h.
Eberhard v. Kuenheim
Munich, Chairman

Former Chairman of the Board

- of Management of BMW AG
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Manfred Schoch*
Munich, Deputy Chairman
Chairman of the Works Council

Hans Graf von der Goltz
Bad Homburg v.d.H., Deputy Chairman
Businessman

JohannVilsmeier*

Dingolfing, Deputy Chairman
Chairman of the Works Council
Dingelfing plant

Johanna Quandt
Bad Homburg v.d.H., Deputy Chairwoman

Reinhold Bauer*

Landshut

Deputy Chairman of the Works Councii
Landshut plant

Helmuth BaumgAartner*
Dingolfing

Member of the Works Council
Dingolfing plant

Dr. Karin Benz-Overhage”
Frankfurt/Main

Executive Member of the Board of
Management of IG Metall

(from January 24th 1997)

Klaus Bernhardt*
Frankfurt/Main
Trade union secretary

Hans Glas*
Munich
Director 7 and 5 Series

Gerhard Gutsmied!|*

Munich

Deputy Chairman of the Works Council
Munich plant

Arthur L. Kelly

Chicago, lllinois
Managing Partner of
KEL Enterprises Ltd.

Prof. Dr.-Ing. E.h. Berthold Leibinger
Ditzingen '

Managing Partner of

TRUMPE GmbH + Co.
Maschinenfabrik Stuttgart

Dr.h.c. André Leysen
Mortsel, Belgium

Chairman of the Supervisory
Board of Gevaert N.V,

Rudoilf Lukes*
Munich
Trade union secretary

Prof, Dr. Dr. h.c. Hubert Markl

Munich

President of Max-Planck-Gesellschaft zur
Férderung derWissenschaften e.V,

Mans-GUnther Niklas*
Regensburg

Chairman of the Works Council.
Regensburg plant

Dr. Wolfgang Réller

Frankfurt/Main

Chairman of the Supervisory Board of
Dresdner Bank AG

Werner Schreiber*

Frankfurt/Main

Former Executive Member of the Board of
Management of IG Metall

{until September 30th 1996)

Dr.-Ing. Dieter Soltmann
Munich

-Member of the Managing Board of

Gabriel Sedimayr
Spaten-Franziskaner-Brau KGaA

Lodewijk C. van Wachem

The Hague, Netherlands

Chairman of the Supervisory Board of
Royal Dutch-Petroleum Company/Shell

* employees’ representative



Board of Management

Bernd Pischetsrieder
Chairman

Volker Doppelfeld
Dr. Walter Hasselkus

Prof. Dr.-Ing. Br. h.c.
Joachim Milberg

Helmut Niederhofer
(until August 3tst 1996)

Dr. Helmut Panke
(from July 4ith 1996)

Dr.-Ing. Wolfgang Reitzle

Dr. h.c. HorstTeltschik

Executive Director:

Dr. Hagen Lideritz

General Counseil:

Dr. Dieter Lochelt
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