P

o " Offering Circular \
January 18, 2000

\

.

BMW (UK) Capital plc__, 22255

<

England and Wales

GBP 100,000,000
6.5% Notes due 2004 (1. Increase)
to the
GBP 200,000,000
6.5% Notes due 2004

unconditionally and irrevocably guaranteed by

Bayerische Motoren Werke Aktiengesellschaft
Munich, Federal Republic of Germany

Issue Price:; 97.694%

The GBP 100,000,000 6.5% Notes due 2004 (the "Notes”) issued by BMW (UK) Capital plc (the
“lssuer” or "BMW UK") are unconditionally and irrevocably guaranteed by Bayerische Motoren Werke
Aktiengesellschaft (the "“Guarantor” or “BMW AG", together with its consolidated subsidiaries, the
“BMW Group” ). The Notes constitute the first increase of the issue of GBP 200,000,000 6.5% Notes of
18999/2004 (the “Original Notes” ).

The Notes will initially be represented by a temporary global note (the “Temporary Global Note™ ),
without interest coupons, which will be deposited with a common depository on behalf of Cedelbank,
socfété anonyme (“'Cedelbank’) and the Eurociear System (“'Euroclear™) on or about 14 January 2000.
The Temporary Global Note will be exchangeable for definitive Notes in bearer form with interest coupons
attached not earlier than 23 February 2600 upon certification as to non-U.5. beneficial ownership.

Application has been made to the London Stock Exchange Limited (the “London Stock Exchange”) for
the Notes to be admitted to the Official List for trading together with the Original Notes. Copies of this
document, which cornprises listing particulars prepared in compliance with the listing rules made under
section 142 of the Financial Services Act 1986 by the London Stock Exchange, have been delivered for
registration to the Registrar of Companies in England and Wales as required by section 149 of the Act.
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The Issuer and the Guarantor accept responsibility for the information contained in this document and fo
the best of the knowledge and belief of the Issuer and the Guarantor {each of which has taken all
reasonable care to ensure that such is the case) the information contained in this document is in
accordance with the facts and does not omit anything likely to affect the import of such information.

This Offering Circular does not constitute an offer or an invitation by or on behalf of the Issuer or the
Guarantor or by or on behalf of the Bank, as defined in "Subscription and Sale’ below, to subscribe or
purchase any of the Notes. The distribution of this Offering Circular and the offering of the Notes in certain
jurisdictions may be restricted by law. Persons into whose possession this Offering Circular comes are
required by the lssuer, the Guarantor and the Bank to inform themselves about and to observe any Such
restrictions. For a description of certain further restrictions on offers and sales of Notes and the
distribution of this Offering Circular see "Subscription and Sale'’ below.

Neither the Issuer nor the Guarantor has authorised any offer of Notes to the public in the United Kingdom
within the meaning of the Fublic Offers of Securities Regulations 1995 (the "Regulations”). The Notes
may not fawfully be offered or sold to persons in the United Kingdom except in circumstances which do
not resuft in an offer to the public in the United Kingdom within the meaning of the Regulations or
otherwise in compliance with all applicable provisions of the Regulations.

No person is authorised to give any information or to make any representation not contained in this
Offering Circular and any information or representation not so contained must not be relied upon as
having been authorised by or on behalf of the Issuer, the Guarantor or the Bank. The dalivery of this
Offering Circular at any time dogs not imply that the information in it is correct as at any time subsequent
fo its date.

The Notes have not been and will not be registered under the U.S. Securities Act of 1833, as amended
and are subject to U.S. tax law requirements. Subject to certain exceptions, the Notes may not be offered,
sold or delivered within the United States or to U.S. persons.

In this Offering Circular, unless otherwise specified or the context otherwise requires, all references to
"GBP" are to Great Britain Pounds, all references to "DM* and “DEM’’ are to Deutsche Mark and all
references to "EUR' are to Euros,

In connection with this issue, Dresdner Bank AG London Branch may over-allot or effect
transactions which stabilise or maintain the market price of the Notes at a level which might not
otherwise prevail. Such stabilising, if commenced, may be discontinued at any time.
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ANLEIHEBEDINGUNGEN

Der deutsche Text dieser Anleihebedingungen ist aus-
schlieBlich rechtlich maBgebend. Die englische Uberset-
zung ist unverbindlich.

§1

(1) Gie Anleihe im Gesamtnennbetrag von GBP 100.000.000

@

(3

—

{in Worten: Einhundert Millionen Britische Pfund} ist in auf
den Inhaber lautende, untereinander gleichberechtigte Teil-
schuldverschreibungen (die '"Teilschuldverschrei-bungen”’
oder die "Anleihe’") wie folgt eingeteilt:

15 000 Teilschuldverschreibungen
zu je GBP 1.000
Nr. 31 7C1 bis 46 700 und

850 Teilschuldverschreibungen
zu je GBP 100.000
Nr. 46 701 bis 47 550

Mit jeder Teilschuldverschreibung werden finf Inhaber-
Zinsscheine (die “Zinsscheine') ausgegeben.

Die Teilschuldverschreibungen'und die Zinsscheine tragen
einen Prigestempel der Emittentin sowie die faksimilierten
Unterschriften von zwei Mitgliedern des Board of Directors
der BMW (UK) Capital plc, Warwick, Vereinigtes Kénig-
reich von GroBbritannien und Nordirland (die *‘Emitten-
tin""). Dhe Teilschuldverschreibungen tragen fermér die ei-
genhandige Unterschyift eines Kontrolibeauftragten der
Citibank, N.A. in London {"‘Citibank").

§2

(1) Die Teilschuldverschreibungen werden vom 10. August

1999 an mit 6,5 % fahrlich verzinst, Die Zinsen sind jéhrlich
nachtraglich am 10. August eines jeden Jahres (der “Zins-
termin’’) gegen Einreichung der Zinsscheine zahlbar, Der
erste Zingschein ist am 10. August 2000 fallig.

Die Verzinsung der Teilschuldverschreibungen endet mit
Ablauf des Tages, der dem Filligkeitstag vorausgeht und

zwar auch dann, wenn der Félligkeitstag kein
Barkarbeitstag ist.
Fiar Zwecke dieser Anleihebedingungen ist ein

“Bankarbeitstag” ein Tag, an dem Geschéftsbanken und
der internationale Devisenhandel Zahlungen in Britische
Pfund in Londen und Luxemburg abwickeln.

{2) Sofern es die Emittentin aus irgendeinem Grund unterldBt,

die zur Tilgung falliger Teilschuldverschreibungen erforder-
lichen Betrage recntzeitig und in voller Héhe bereitzustel-
len, lauft die Zinsverpflichtung auf den offenen
Kapitalbetrag dieser Tellschuldverschreibungen so lange
weiter, bis dieser Kapitalbetrag gezahit ist, keinesfalls je-
doch iiber den 14. Tag nach dem Zeitpunkt hinaus, an dem
die erforderlichen Betrige bei der in § 10 definierten
Hauptzahlstelle zur Verfligung gestellt worden sind und
dies gemal § 14 bekanntgemacht worden ist.

(3) Sind Zinsen auf einen Zeitraum von weniger als einem Jahr

(1) Die Teilschuldverschreibungen werden

Zu berechnen, so werden sie auf der Grundlage eines
Jahres von 360 Tagen, bestehend aus 12 Monaten von je
30 Tagen und im Fglle eines Zeitraums von weniger als
einem Monat, auf der Basis der tatsichlich verstrichenen
Tage, berechnet.

§3

insgesamt am

10. August 2004 zum Nennbetrag zurlckgezahlt.

TERMS AND CONDITIONS OF THE ISSUE

The German text of the Terms and Conditions of the Issue
is the exclusively legally binding one. This English
translation is for convenience only.

(1) The

§1

Issue in the aggregate principal amount of
GBP 100,000,000 {in words: One hundred million British
Pounds) is represented by notes (the "Notes™ or the
“Issue'") payable to bearer and ranking pari passu among
themselves as follows:

15 000 Notes
of GBP 1,000 each
Nos. 31 701 to 46 700 and

850 Notes
of GBP 100,000
Nos. 46701 to 47 550

(2) Five interest coupons payable to bearer (the ‘'Interest

Coupens'™) are issued with each Note.

(3) The Notes and the Interest Coupons bear an embossed

emblem and the facsimile signature of two members of the
Board of Directors of BMW (UK} Capital plc, Warwick,
United Kingdom of Great Britain and Northern Ireland (the
“Issuer), The Notes also bear the handwritten control
signature of a person instructed by Citibank, N.A. in
Londen {Citibank™ ).

§2

{1) The Notes will bear interest at the rate of 6.5% per annum

from August 10, 1999, Interest is payable annually in
arrears on August 10 of each year (the “Interest Payment
Date'’) against surrender of the relevant Interest Coupons.
The tirst Interest Coupen will become due on August 10,
2000.

The Notes wilt cease to bear interest at the end of the day
preceding the due date, even if the due date is not a
Banking Day.

For the purposes of these Terms and Conditions of the
Issue a “‘Banking Day'’ means a day, on which commercial
banks and foreign exchange markets settle payments in
Great Britain Pounds in London and in Luxembourg.

(2) Should the Issuer for any reason whatsoever fail to provide,

(3

—

when due, the full aggregate amount for the redemption of
the Notes, then interest on the ouistanding principal
amount of such Notes will continue to accrue until the
payment of such principal has been effected, but in ne
case beyond the fourteenth day after the date on which the
necessary funds have been provided to the Principal
Paying Agent (as defined in § 10 below) and notice
thereof has been given by publication in accordance with
§ 14,

If interest is to be calculated for a period of less than one
year, it shall be calcutated on the basis of a 360 day year
consisting of 12 months of 30 days each, and in the case
of an incomplete monih, the actual number of days
elapsed.

§3

(1) All of the Notes shall be redeemed on August 10, 2004 at

par.




(2) Die Emittentin ist berechtigt, Teilschuldverschreibungen
am Markt oder auf sonstige Weise zuriickzukaufen.

§4

(1) Die Emittentin kann die Teilschuldverschreibungen nur ge-
méB § 6 (3) zur vorzeitigen Riickzahlung kiindigen.

(2) Die Inhaber von Teilschuldverschreibungen kénnen diese
nur gemal § 12 zur vorzeitigen Riickzahlung kindigen.

§5

{1) Die Emittentin verpflichtet sich unwiderruflich, Zinsen und
Kapltal bei Filligkeit in derjenigen frei verfiigbaren und
konvertierbaren Wahrung zu zahlen, die zur Zeit der Zah-
lung gesetzliches Zahlungsmittel im Vereinigten Konigreich
von GroBbritannien und Nordirtand {das "Vereinigte Kénig-
reich”) ist. Diese Verpflichtung umfaBt den rechtzeitigen
Transfer unter allen Umstinden und cohne Ricksicht auf die
Staatsangehdrigkeit, den Wohnsitz oder den gewdhnlichen
Aufenthaltsorf der Inhaber von Teilschuldverschreibungen
und/oder Zinsscheinen {die “Anleiheglaubiger”).

(2) Die Teilschuldverschreibungen und Zinsscheine werden
den Inhabern bei den Hauptgeschéaftsstellen der nach-
folgend aufgefiihrten Banken als Zahistellen mittels eines
auf eine autorisierte Bank im Vereinigten Konigreich gezo-
genen Schecks in Britische Piund oder durch Uberwaisung
auf ein GBP Konto des Zahlungsempfangers bai einer
autorisierten Bank im Vereinigten Kénigraich eingeldst.

Citibank, N.A., 5 Carmelite Sireet, London EC4Y QOPA,
Vereinigtes Kénigreich, ist die Hauptzahlstelle der Emitten-
tin {die "Hauptzahlstelle”}. Bangque Paribas Luxembourg,
10A Boulevard Royal, L-2093 Luxembourg, ist die Zahl-
stelle der Emitientin (die “Zahlstelle’ zusammen mit der
Hauptzahisteile die "Zahlstellen™).

Die Hauptzahlstelle ist berechtigt, namens der Emittentin
durch Bekanntmachung gemaB § 14 weitere Banken als
Zahistellen zu bestellen und die Bestellung einzelner Zahl-
stellen zu widerrufen. Die in oder gemaB diesem Absatz
(2) bestellte Zahistelle wird vor- und nachstehend “Zahl-
stelle” genannt.

(3) Die Hauptzahistelle und die Zahlstelle als sclche sind
ausschlieBlich Beauftragte der Emittentin. Zwischen der
Hauptzahistelle oder der Zahlstelle und den Anleihe-
glaubigern besteht kein Auftrags- oder Treuhandverhéltnis.

{4) Féllige Teilschuldverschreibungen sind mit allen dazuge-
hérigen, noch nicht falligen Zinsscheinen einzureichen. Der
Gegenwert fehlender oder nicht félliger Zinsscheine wird
vom Einldsungsbetrag abgezogen.

{5) Weder die Emittentin noch eine Zahistelle sind verpflichtet,
die Berechtigung der Einreicher von Teilschuldverschrei-
bungen und Zinsscheinen zu priifen.

{6) Die Emittentin karn die von den Anleiheglaubigern inner-

halb von 12 Monaten nach Félligkeit nicht erhcbenen Be-

trége an Zinsen und Kapital bei dem Amtsgericht Frankfurt
am Main unter oder ohne Verzicht auf das Recht zur

Rucknahme hinterlegen, auch wenn sich die betreffenden

Anleihegldubiger nicht im Annahmeverzug befinden. So-

weit unter Verzicht auf das Recht zur Ricknahme hinter-

legt wird, erlischt jeglicher Anspruch der betreffenden An-
leihegldubiger gegen die Emittentin.

(2) The Issuer is entitied to purchase Notes in the market or
otherwise.

§4

(1) Except as provided in § 6 Paragraph {2), the Issuer is not
entitled to call the Notes for redemption prior to their stated
maturity.

(2) Except as provided in § 12, the holders of the Notes are
net entitled to call for early redemption of the Notes.

§5

(1) The Issuer irrevocably undertakes to pay, as and when
due, interest and principal in such freely negotiable and
convertible currency as at the time of payment is legal
tender in the United Kingdom of Great Britain and Northern
Ireland  (the "United Kingdom’). This undertaking
includes the obligation to transfer the amounts due under
any and all circumstances regardless of the naticnality,
domicile or residence of the holders of Notes and/or
interest Coupons (the “Noteholders™).

(2) Redemption cf Notes and payments on interest Coupons
shall be made against presentation and surrender of Notes
and Interest Coupons, as the case may be, at the principal
cffices of the banks as paying agents, as listed below, by a
Great Britain Pound cheque drawn on, or by transfer to a
GBP account maintained by the payee with, an autherised
bark in the United Kingdom.

Citibank, N.A., 5 Carmelite Street, London EC4Y OPA,
United Kingdom, shall act as principal paying agent of the
Issuer (the “Principal Paying Agent”). Banque Paribas
Luxembourg, 10A Boulevard Royal, L-2093 Luxembourg,
shall act as paying agent of the Issuer (the “Paying
Agent” together with the Principal Peying Agent the
“Paying Agents'').

On behalf of the Issuer, the Principal Paying Agent may, by
publication in accordance with § 14, appoint additional
banks as paying agents and terminate the appointment of
individual paying agents. The paying agent appointed in or
pursuant to this Paragraph (2) are referred to here as
“Paying Agent’.

{3) The Principal Paying Agent and the Paying Agent acting in
this capacity act only as agents of the lssuer; there is no
agency or fiduciary relationship betwesn the Principal
Paying Agent or the Paying Agent and the Noteholders.

(4) Notes due for redemption shall be surrendered together
with all unmatured Interest Coupeons appartaining thereto.
The amount of missing unmatured Interest Coupons will be
deducted from the redemption amount.

{5} Neither the Issuer nor any Paying Agent are obliged to
examine the title of any person presenting Notes or Interest
Coupons.

(6) The Issuer may deposit with the Amtsgericht, Frankfurt am
Main, interest and principal not claimed by Noteholders
within 12 months after the due date thereof, even though
the respective Noteholders may not be in default of
acceptance. If and t¢ the extent that the deposit is effected
and the right of withdrawal is waived, all claims of the
respective Noteholders against the Issuer shall cease.



§6 §6

{1) Alle Zahlungen auf Zinsen und Kapitai eriolgen ohne Einbe- {1) Al payments of interest and principal wilt be made without

hait oder Abzug von oder wegen gegenwdértiger oder zu-
kiinftiger Steuern, Abgaben oder behdrdlicher Geblhren
irgendwelcher Art, die im Vereinigten Konigreich oder der
Bundesrepublik Deutschland oder fir diese oder von ir-
gendeiner dort zur Steuererhebung ermichtigten Stelle
auferlegt oder erhoben werden, scfern nicht die Emittentin
bzw., falis die Garantin die Zahlung bewirkt, digse kraft
Gesetzes verpilichtet ist, solche Sieuern oder Abgaben
abzuziehen oder einzubenalten. In diesem Fall wird die
Ermittentin bzw., fails die Garantin auf Grund der Garantie
die Zahlung zu bewirken hat, wird die Garantin diejenigen
zustzlichen Betirdge zahien, die dazu erforderlich sind,
dalB3 der mach einem solchen Einbehalt oder Abzug verbiei-
bende Nettobetrag denjenigen Betrdgen entspricht, die
chne soichen Ahzug oder Einbehalt zu zahlen gewesen
wéren.

Jede Bezugnahme in diesen Anleihebedingungen auf Zin-
sen und Kapital gilt auch als Bezugnahme auf etwa gemidl
diesern Absatz zusfitziich zahibaren Betrage.

{2) Zuséizliche Betrdge gemdB Absatz (1) sind nicht zu

zahlen aufgrund solcher Steuemn, Abgaben oder bendrdli-
cher Gebihren

{a) denen ein Anietheglaubiger aus irgendeinem anderen
Grund ais der bloBen Tatsache unterliegt, daB er
Anletheglaubiger ist und zwar inshesondere, wenn der
Anleihegtaubiger aufgrund einer persdnfichen unbe-
schrankten oder beschrinkien Steuerpflicht derarti-
gen Steuern, Gebiihren oder Abgaben unterliegt, oder

{b) denen der Anieiheglaubiger nicht unteridge, wenn er
seing  Teilschuldverschreibungen bzw. Zinsscheing
binnen 3Q Tagen nach Fiiligkeit bzw., falls die not-
wendigen Betrige der Hauptzahistelie bei Faligkeit
nicht zur Verfilgung gestelit worden sind, nach dem
Tag, an dem diese Mittel der Hauptzahlstelle zur
Verfligung gestelit worden sind und dies gemédlB § 14
bekanntgemacht wurde, zur Zahlung vorgelegt hitte,
oder

{c

~—

wenn diese Batrage von einer Zahlstelle in einem Land
einbehalten oder abgezogen werden, eine Zahistelle in
einem anderen Land die Zahiung jedcch ohne einen
solchen Einbehalt oder Abzug hétte leisten kdnnen,
oder

(d) die auf andere Weise als durch Abzug an der Quelle
oder Einbehalt an der Quelle aus Zahlungen von Kapi-
tal und Zinsen zu enirichten sind, oder

{e) wenn diese Betrdge nur abgezogen oder einbehalten
werden, well die Zinsscheine effektiv zur Einldsung am
Schaiter vorgelegt werden, oder

{f) denen ein Anleihegiaubiger deshalb unterliegt, weil er
Einwochner des Vereiniglen Konigreiches oder der
Bundesrepublik Deuvtschland ist oder weil er eine an-
dere persdniiche oder geschéftliche Verbindung zu
digsen Landern hat und nicht aufgrund der Tatsache,
daB Zahlungen gemaf diesen Bedingungen aus dem
Vereinigten Kgnigreich oder der Bundesrepublik
Deutschland stammen oder steuerlich so behandeilt
werden, oder

withholding or deduction for or on account of any present
or future faxes, duties, or governmental charges
whatsoever imposed of levied by or on behalf of the United
Kingdom or the Federal Repubiic of Garmarty or any taxing
authority therein, unless the Issuer, or, if payment should
be effected by the Guarantor, the Guarantor is compelled
by law ta deduct ar withhaid such taxes, duties of charges.
in that event, the lssuer shall pay {or if payment has 1o be
effected by the Guarantor, the Guarantor has undertaken
to pay) such additional amounts as may be necessary in
order that the net amounts after such withholding or
cdeduction shall eqgual the amounts that would have been
payable if no such deduction or withholding had been
made.

Any reference in these Terms and Conditions of the Issue
to interest and principal shall be deemed alse to refer to
any additional armounts which may be payable under this
Paragraph.

{2) No additicnal amcunts shall be payable pursuant to

Paragraph (1) with respect to taxes, duties or
governmental charges

{a) which the Noteholder is subject to for any reason other
than the mere fact of being a Noteholder including if
the Noteholder is subject to such taxes, fees or duties
based on a personal unlimited or fimited tax fiability, or

{b

—

to which the Noteholder would not be subject if ne had
presented his Notes or Interest Coupons, respectively,
for payment within 30 days from the due date for
payment, of, if the necessary funds have not been
provided to the Principal Paying Agent when due, from
the date on which such funds have been provided to
the Principal Paying Agent, and a notice to that effect
has been published in accordance with § 14, or

—

{¢) which are deducted or withheld by a Paying Agentin a
country from a payment if the payment could have
been made by another Paying Agent in another

country without such deduction or withholding, or

{d

—

which are payable otherwise than by deduction at
source of withholding at source fram payments of
principal or interest, or

—
o]

which are only deducted or withheld bacause they are
being presented for payment effectively at the
counter, or

(f} to which a Noteholder is liable by reason of being a
restdent of or having some other personat or business
connection with the United Kingdom or with the
Federal Republic of Germany and not merely by
reason of the fact that payments according to these
Terrns and Conditions are derived, or for the purpose
of taxation are deemed to be derived, from sources in
the United Kingdom or the Federal Repubiic of
Germany, ot




(@) wenn irgendwelche Steuern, Veranlagungen oder an-
dere behdrdliche Geblhren nur deshaib erhoben coder
an der Quelle abgezogen werden, weil der Anleins-
gldubiger oder der aus einer Tellschuldverschreibung
oder einem Zinsschein wirtschaftlich Berechtigte es
versdumt haf, irgendwelche Anforderungen aus einem
Gesetz, einem Vertrag, einer Bestimmung oder giner
administrativen Regelung der Steuergesetzgebung,
aufgrund dessen er einen Anspruch auf Eraf3 der
gesamten Steuer, Veranlagung oder anderen behérdli-
chen Gebilhr oder sines Teifs davon gehabt ndtle, zu
erfiilfen, oder

—
-
pu

wenn irgendwelche Steuern, Veranlagungen oder an-
dere behdrdiiche Gebihren auf Zahlungen aus den
Teilschuldverschreibungen von einem Anleiheglaubi-
ger erhoben werden, der ein Treuh&nder oder eine
Perscnengeselischafl ist, oder jemand anderes als der
wirtschafilich Berechtigte aus einer solchen Zahlung
ist, sofern der Begiinsiigte oder der die Zahlung Erhal-
tende in Bezug auf eine solche Treuhandgesellschait
oder ginen Gesellschafter einer Personengesellschait
ader einen wirtschafilich Berechtigten keinen An-
apruch auf efne Zahiung zusétzlicher Betrdge gehabt
hatte, wenn der Beglnstigte, der die Zahlung Erhal-
tende, der Gesellschafter ader der wirtschaftlich Be-
rechtigte seinen ihm zustehenden oder ausgeschiitte-
ten Anteil direkt erhalien hitte, oder

() jede Kombinaticn der Absdtze (aj, (b}, (c), (d),
(e}, (i}, () und (h)

{3) Solite irgendwann in der Zukunft aufgrund einer Anderung
des in dem Vereinigten Kénigreich oder in der Bundesrepu-
blik Deutschland geltenden Rechts oder seiner behdrdii-
chen Anwendung die Emittentin ader (falls die Garantin
aufgrund der Garantie die Zahlung bewirkt}, die Garantin
zu dem beziglich der Teilschuldverschreibungen oder
Zinsscheine nachsifolgenden Zahlungstermin verpilichtet
sein, die in § 6 Absatz (1) genannten zusatzlichen Be-
frage zu zahlen, so st die Emittentin berechtigt, mit einer
Frist von wenigstens 30 und héchstens 60 Tagen durch
Bekanntmachung gemdfB § 14 die ausstehenden Tef-
schuldverschreilbungen insgesamt zur vorzeiligen Rick-
zahlung zum Nennbetrag zu kiindigen,

—

Eine Kiindigung gemaf diesem § B Absalz (3) darf jedoch
nicht auf einen Termin erfolgen, dar derm Tag, an welchem
die Anderung des Rechts oder seiner amtlichen Anwen-
dung erstmals fir diese Anleihe gilt, mehr als einen Monat
vorangeht.

§7

{1) Die in § B01 Abs. 1 5. 1 BGB bestimmte Vorlegungsfrist
wird fir die Teilschuldverschreibungen auf zehn Jahre
abgekiirzt

{2) Die Vorlegungsfrist flr Zinsschelne betrigt vier Jahre von
dem Ende des Kalenderjahres an, in dem der betraffende
Zinsschein faliig ist.

{3) Die Verjghrungsfrist fir innerhallb der Vorlegungsfrist zur
Zahiung vorgelegten Teilschuldverschreibungen und Zing-
scheine betragt zwei Jahre von dem Ende der betrefienden
Vortegungsfrist an.

(4) Im Falle des Abhandenkommens oder der Vernichtung von
Zinsscheinen ist jeder Anspruch gemal § 804 Abs. 1
Satz 1 BGB ausgeschlossen.

{g) any tax, assessment, or other governmerial charge
ihat is imposed or withheld by reason of tha failure by
the Noteholder or the beneficial owner of a Note or an
Interest Coupon to camply with any requirement under
a statute, treaty, reguiation, or administrative practice
of the tax jurisdiction to establish entiiement to
exemption from all or part of such tax, assessment, or
other governmental charge, or

{h} any tax, assessment, or other governmental charge
imposed on any payment cn a Note to a Noteholder
that is a fiduciary or partnership or other than the sole
beneficiat owner of such payment to the extent a
beneficiary or setlior with respect to such fiduciary or a
member of such partnership or a bensiicial owner
would not have been entitled to the payment of
additional amounts had such beneficiary settlor,
member or beneficial owner directly received its
beneficial or distributive share of such payment, or

{i} any combination of items (a), (b}, {c), (d), (e},
(f}, (g) and (n}.

(3} Iif at any future time as a result of a change of the laws
applicable in the United Kingdom or in the Federal
Republic of Germany or a change in their official
application, the Issuer at the time of the next succeeding
oayment due in respect of the Notes or Interest Coupons
will be, or (in the event that the Guarantor became
obligated under the Guarantee to make payment of any
amount next becoming due in respect of Notes and Interest
Coupons), the Guarantor would be required to pay
additional amounts as provided in Paragraph {1} of this
§ 6, the issuer will be entitied, upon not less than 30 days
and not more than 60 days’ nofice to be given by
publication in accordance with § 14, oprematurely 1o
redeem all outstanding Notes at par.

No redemption pursuant to this § 6 Paragraph (3) shall
gocur mare than one manth prior to the date an which such
change of the faws or their official applcation becomes
applicable to this [ssue for the first time.

§7

(1) The period for presentation of the Notes (§ 801,
Paragraph 1, Sentence 1 of the German Civil Code) shall
be reduced 1o 10 years.

{2} The period for presentation of Interest Coupons shall be
four years calculated from the end of the calendar year,
during which the respective Interest Coupon was due.

(3} The period for limitation for claims under Notes and Interest
Coupons presented during the period for presentation shall
be two years calculated from the expivaiion of the relevant
presentation period,

(4] fn the case of loss or destruction of Interest Coupons, any
right under § 804, Paragraph 1, Sentence 1 of the German
Civil Code is excluded.




A

(2

(3)

{(n

§8

Die Teilschuldversehreibungen und die Zinsscheing stelien
unmittelbare, unbedingte, nicht nachrangige und nicht
dinglich besicherte Verpflichtungen der Emittantin dar, die,
vorbehaltlich Verpflichtungen hinsichtlich nationaler und
Ortlicher Steuern und bestimmter anderer gesetzlicher Aus-
nahmen, it gieichem Rang mit alien anderen nicht dinglich
besicherten und nicht nachrangigen Verbindlichksiten der
Emittentin stehen.

Die Emittentin  verpflichtet sich gegeniber der
Sicherheitenverwahrerin (wie in § 10 definiert), so lange
bis Kapital und Zinsen und etwaige zusatzliche Betrige
aus digser Anteihe in voltem Umfang bei der Hauptzahl-
stelle bereitgestellt worden sind, keine gegenwdrtigen cder
zukinftigen Verbindiichkeiten aus anderen intermationalen
Kapitalmarktverbindlichkeiten (einschlieBlich Verbindlich-
keiten aufgrund von Garantien oder vergleichbaren Ver-
piichtungen zur Exflllung von Anspriichen aus anderen
internationalen  Kapitalmarktverbindlichkeiten)  durch ir-
gendwelche Grund- oder Mobiliarpfandrechte oder son-
stige Sicherungsrechte an ihrem gegenwartigen oder zu-
kiinftigen Grundbesitz oder Vermdgenswerten zu
besichern oder besichern zu lassen, es sei denn, daf diese
Anleihe zu gleicher Zeit in gleichem Rang anteilig an der
Besicherung tefinimmt. Ausgenommen hiervon sind Grund-
und Mobiliarpfandrechte und andere Besicherungen von
Verbindlichkelten aufgrund von nationalen oder lokalen
Steuervorschrifien, anderen gesetziichen Ausnahmerege-
lingen, gesetziichen Vaorschriftan und Verwaltungsvor-
schriften.

Als “internationale Kapitalmarktverbindlichkeiten' im Sinne
dieser Anleihebedingungen gilt jede Emission von Teil-
schuldverschreibungen mit einer urspriinglichen Laufzeit
von menr ais einem Jahr, die auBerhaib der Bundesrepublik
Deutschland ausgegeben werden.
§8

Die Bayerische Moloren Werke Aktiengessiischaft, Miin-
chen, Bundesrepublik Deutschland (vor- und nachstehend
“Garantin” genannt), hat gegenlber der Dresdner Bank
AG London Branch (“'Dresdner Bank') in deren Eigen-
schaft als Sicherheitenverwahrerin fiir die Anleiheglaubiger
die unwiderrufiiche und unbedingte Garantie (die “"Garan-
tie”) fiir die volle Zahlung von Zinsen und Kapital
Ubernommen. Alle Rechte aus der Garantie werden
ausschlieBlich von der in § 10 definierten Sicherheitenver-
wahrerin gehalien und wahrgenommen; die handschriftiich
unterzeichnete Ausfertigung dev Garantie wird von der
Sicherheitenverwahrerin verwahrt.

Dariiber hinaus hat sich die Garantin  einer
Verpflichtungserkidrung (die ‘'Verpflichtungserklarung")
gegeniiber der Sicherheitenverwahrerin verpfiichtet, so
lange bis Kapital, Zinsen sowie etwaige zusitzliche Be-
trige aus dieser Anleihe in vollem Umfang bel der Haupt-
zahlstelle bereitgestellt worden sind, keine gegenwartigen
oder zukiinftigen Verbindlichkeiten aus anderen internatio-
nalen Kapitalmarktverbindlichkeiten {einschlieBlich Ver-
bindlichkeiten aufgrund von Garantien oder vergigichbaren
Verpfiichtungen zur Erfiillung von Anspriichen aus anderen
internationalen Kapitalmarktverbindlichkeiten) durch ir-
gendwelche Grund- oder Mobiliarpfandrechte an ihrem
gegenwidrtigen oder zukinftigen Grundbesitz oder Vermd-
genswerten zu besichern oder besichern zu lagsen, es sel
denn, daf diese Anjeihe zur gleichen Zeit und in gleichem
Rang anteilig an der Besicherung teilnimmt. Ausgenommen
hierven sind Grund- und Mobiliarpfandrechte und andere
Besicherungen von Verbindlichkeiten aufgrund von natio-
nalen oder iokalen Steusrvorschrifien, anderen gesetzli-
chen Ausnahmeregelungen, gesetzlichen Vorschriften und
Verwaltungsverschriften.

(1) The Notes and the Interest

§8

Coupons are direct,
unconditional, unsubordinated, and unsecured abligations
of the Issuer, and save far obligaticns in respect of national,
and local taxes, and for certain other statutory exceptions,
rank equally with all its other unsecured and
unsubordinated coiigations.

{2) The Issuer undertakes vis-a-vis the Fiduciary (as defined in

§ 10) until such time as principal and interest and
additional amounts, if any, of this Issue have been
completely placed at the disposal of the Principal Paying
Agent, not to secure or {0 have secured by any mortgage,
pledge or other charge on its present or future property or
assets any present or future obligations arising from other
International Capital Markets Indebtedness (including
obligations under guarantees or comparable undertakings
to fulfil claims under other International Capital Markets
Indebtedness), unless such security at the same time
shares pari passu and pro rata in such security. Any
mortgage, pledge or other charge on obligations in respect
of national or lccal taxes, other statutory exceptions,
requirements by applicable laws and any governmental
requirements shall be excluded.

{3) "International Capital Markets Indebtedness” within the

meaning of these Terms and Conditions of the Issue shall
mean any issue of notes which are issued outside the
Federal Republic of Germany with an criginal maturity of
more than one year.

§9

{1) Bayerische Motoren Werke Aktengesellschaft, Munich,

Federal Republic of Germany (heretofore and hercinafter
referred to as the "Guarantcr” ), has delivered to Dresdner
Bank AG London Branch (“Cresdner Bank') in its
capacily as Fiduciary for the Noteholders, its irrevocable
and unconditional guarantee {the “"Guarantee™) for the full
payment of interest and principal. All rights under the
Guarantee shali be held and exercised exclusively by the
Fiduciary defined in § 10; the manually signed copy of the
Guarantee is kept by the Fiduciary.

(2) In addition the Guarantor has undertaken vis-3-vis the

Fiduciary in a declaration of undertaking (the '‘Declaration
of Undertaking’'), until such time as principal, interest and
additional amounis, it any, of this Issue have been
completely placed at the disposal of the Principal Paying
Agent, not to secure or to have secured by any mortgage
or pledge on the present or future property or assets any
present or future obligations arising from other International
Capital Markets Indebtedness (including obligations under
guarantees or comparable undertakings fo fulfil claims
under other International Capital Markets Indebtedness),
unless this Issue at the same time shares pari passu and
pro rata in such security. Any mortgage, pledge or other
charge on cbligations in respect of national or local taxes,
other statutory exceptlions, requirements by applicable
laws and any governmental requirgments shall be
excluded.




§ 10

{1) Die Citibank, N.A. in London ist Hauptzah!stelle und aie
Dresdner Bank Sicherheitenverwahrerin,

(2} Scllten irgendwelche Ereignisse eintreten, die dazu fiihren,
daB die Citibank bzw. die Dresdner Bank nicht in der Lage
sind, als Hauptzahistelle ader Sicherheitenverwahrerin tatig
zu werden, so sind sie berechtigt, ine andere Bank von
internationalam Standing als Hauptzah!steile oder Sicher-
heitenverwahrerin zu besteifen. Soilte die Citibank bzw. die
Dresdner Bank in einem derartigen Fall auBerstande sein
cder es unterlassen, die Ubertragung der Stellung als
Hauptzahlstelle coder Sicherheitenverwahrerin vorzuneh-
men, so ist die Emittentin berechtigt und verpflichtet, dies
zu tun. Falls die Emittentin verpflichtet ist, eine andere
Sicherheitenverwanrerin zu bestellen, ist sie erméchtigt
und verpflichtet, alie von der vorherigen Sicherheitenver-
wahrerin  gehaltenen  Sicherheiten {einschlieBlich der
Rechte aus der Garantie sowie der
Verpflichtungserkldrung} auf die neue Sicherheitenver-
wahrerin zu (bertragen. Die Besteliung einer anderen
Hauptzahistelle oder Sicherheitenverwahrerin ist von der
Citibank bzw. der Dresdner Bank und jeweils von der
Emittentin unverziiglich gemaB § 14 oder, falls digs nicht
mdglich sein solite, in sonstiger Weise dffentlich bekannt-
zumachen.

{3) Die Citibank in inrer Eigenschaft als Hauptzahlsiglle und
jede an ihre Stelle tretende Hauptzahlstelie wird vor- und
nachstehend “Hauptzahlstelle’ genannt. Die Dresdner
Bank in ihrer Eigenschaft als Sicherheitenverwahrerin und
jede an inre Sielle tretende Sicherheitenverwahrerin wird
vor- und nachstehend “Sicherheitenverwahrerin'’ genannt.

o~

Die Hauptzah!stelle und die Sicherheitenverwahrerin haften
daraus, daR sig Erkldarungen abgeben, nicht abgehen oder
entgegennshmen, Handiungen vornehmen oder unterias-
sen, nur, wenn und soweit sie die Sorgfalt eines ordentli-
chen Kaufmanns verletzt haben.

{5) Die Hauptzahistelle und die Sicherheitenverwahrerin sind
von den Beschrinkungen des § 181 BGB und etwaigen
gleichartigen Beschrankungen des anwendbaren Rechts
ancerer Lénder befrait,

§1

(1) Etwa von der Emittentin gemaB3 § 8 oder von der Garantin
gemal der Yerpllichtungserkidrung zu bestellende Sicher-
heiten sind der Sicherheitenverwahrerin oder einer von ihr
beauitragten Person zu bestellen. Alle Rechte an und aus
den besteliten Sicherheilen werden ausschiiesiich von der
Sicherheitenverwahrerin oder der von ihr beauftragien Per-
son im eigenen Namen zugunsten der Anleihegléaubiger
wahrgenommen und im Verzugsfalle durchgesetzt.

§{o

{1) Citibank, N.A. in London shall be the Principal Paying
Agent and Dresdner Bank shall be Fiduciary.

{2) Should any contingencies arise which in the opinion of
Dresdner Bank or Citibank, raspectively, would result in its
being unable for reasons beyand its control to act as the
Principal Paying Agent or the Fiduciary, respectively, it
shall then be entitled to appoint as the Principal Paying
Agent or the Fiduciary, respectively, another bank of
international  standing. If, in such case, Citlbank or
[Dresdner Bank should be unable, or should fail, 10 select a
hank and/or to transfer its responsibilities as the Principal
Paying Agent or the Fiduciary, the Issuer shall be entitled
and obliged to do so. In the event that ihe Issuer is cbliged
tc appoint another Fiduciary hereunder, the lssuer is
authorized by the Fiduciary and obliged to transier any
security {including the rights under the Guarantee and the
Declaration of Undertaking) held by the Fiduciary to the
new Fiduciary. The appaintment of another Principal Paying
Agent or Fiduciary shall be published without defay by
Citibank or Dresdner Bank and in each case the Issuer in
accorgance with § 14 or, should this not be possible,
published in scme other way,

{3) Citibank in its capacity as Principal Paying Agent and any
successor Principal Paying Agent are heretofore and
hereinatter referred to as “Principal Paying Agent’.
Dresdner Bank in its capacity as Fiduciary and any
successor Fiduciary are heretofore and hereinafter referred
to as “Fiduciary”.

{4) The Principal Paying Agent and the Fiduciary shall be held
responsible for giving, failing 1o give, or accepting a
declaration, or for acting or failing fo act, only if, and inscfar
as, they fail 1o act with the diligence of a conscientious
businessman.

{5) The Principal Paying Agent and the Fiduciary are hereby
granted exernption from the restrictions of § 181 of the
German Civil Code and any similar restrictions of the
applicable laws of any other country.

§ i1

{1} Any security to be granted by the Issuer pursuant to § 8 or
by the Guarantor pursuant to the Declaration of
Ungertaking shall be granted tc the Fiduciary, or to any
person nominated by the Fiduciary, and only the Fiduciary
or its nominee shall be eniitied in its cwn name for the
benefit of the Noteholders 1o administer and, in case of
default, to enforce the rights in and arising from such
security,



(2) Die Sicherheitenverwanrerin ist berechtigt, die ihr bei der

Wahrnehmung der Rechie der Anleihegldubiger etwa ent-
stehenden Kosten den Anleibeglaubigern im Verhdltnis
ihrer Anleiheforderungen in Rechnung zu stellen und von
ihnen einen KostenvorschuB anzufordern, Der aus der
Durchsetzung und Verwertung der Garantie oder einer
gemanl § 8 oder unter der Verpflichtungserkidrung bestell-
ten dinglichen Sicherheit erzielte Erits wird zuerst auf die
der Sicherneitenverwanrerin dadurch enistandenen Kosten
und Auslagen verrechnet, soweit sie billigerweise erforder-
lich waren. Der verbleibende Betrag wird im Verhaltnis der
jeweills félligen Anspriiche der Anleiheglaubiger an diese
verteilt, und zwar zuerst auf ricksténdige Zinsen und dann
auf rickstandiges Kapital. Die Emittentin wird von ihrer
Verpflichtung nur insoweit befreit, als der Erlés nach Abzug
der vorgenannien Kosten und Auslagen zur Auszahlung
durch die Sicherheitenverwahrerin an die Anleiheglaubiger
kommt oder zur Verflgung steht.

§12

{1) Jeder Anleihegldubiger ist berechtigt, scine sdmtlichen

Forderungen aus den Teilschuldverschreibungen durch
Kindigung fallig zu stellen und vorzeitige Rickzahlung
zum Nennbetrag einschlieBlich aufgelaufener Zinsen zu
veriangen, wenn

(a) die Emittentin, gleichgliltig aus welchen Griinden, mit
der Zahlung von Kapital oder Zinsen aus dieser An-
leihe, einschlieBlich der Zahiung zusétzlicher Betrige
gemal § 6, 1anger als 30 Tage in Rickstand kommt,
oder

{b) die Emittentin mit der Erfiillung einer anderen Ver-
pflichtung aus dieser Anleihe oder die Garantin mit der
Ertlliung von irgendwelchen Verplichtungen aus der
Garantig oder der Verpflichtungserkldrung langer als
90 Tage in Rickstand kammt, ader

(c

—

gegen die Emittentin oder die Garantin ein Insolvenz-,
Korkurs- oder Vergleichsvearfahren erdffnet worden ist
und diese Entscheidung nicht innerhalb von 60 Tagen
aufgehoben oder ausgesetzt worden ist, oder die
Emittentin oder die Garantin von sich aus ein solches
Verfahren beantragt oder einen Vergleich mit Gléaubi-
gern allgemein anbietet oder durchfihrt, oder

{d} die Emittentin oder die Garantin aufgeldst oder liqui-
diert wird oder irgendeine Ma3nahme zum Zwecke der
Liquidation trifft, es sei denn, daB eine solche Liquida-
tion im Zusammenhang mit einer Verschmelzung,
Konsolidierung oder einer anderen Form des Zusam-
menschlusses mit einer anderen Geselischaft erfolgt
und diese andere Geselischafi—im Falle der Emitten-
tin—alle Yerpflichtungen aus diesen Anleihebedingun-
gen und—im Falle der Garantin—alle Verpflichtungen
aus der Garantie {ibernimmt, oder

{e) die Emittentin oder die Garantin die Zahlungen ganz

oder zu einem wesentlichen Teil ihre Geschéftstatig-
keit einstellt oder damit droht, die Geschiftstatigkeit
ganz oder zu einem wesentlichen Teail einzustellen,
ohne daf3 die im vorstehenden Absatz {d) im einzel-
nen genannten Tatbest&nde gegeben sind.

(2} The Fiduciary is entitled to charge the Noteholders in

(1

—

proportion o their holdings any expenses it may incur in
looking after their rignts and to request an advance
payment from them. The proceeds from the enforcement of
the Guarantee and the foreclosure on any security granted
under § 8 or under the Declaration of Undertaking shall be
applied first to the costs and expenses of the Fiduciary
reasonably incurred in connection therewith. The remaining
amount shall be distributed 1o the Noieholders n
proportion to their respective mature claims, and they shall
be applied first to unpaid interest and then to unpaid
principal. The Issuer is deemed to have satisfied its debt
anly to the extent to which the proceeds after dedugction of
the costs and expenses mentioned above are distributed
or are available for distribution by the Fiduciary to the
Noteholders.

§12

Each Noteholder is entitled to declare due his entire claims
arising frem the Notes and to demand early repayment at
par plus accrued interest, if

(a) the Issuer defaults, for any reason whatsoever for
more than 30 days on the payment of principal or
interest of this Issue including the payment of
additional amounts pursuant to § 6, or

(b

the Issuer defaults for more than 90 days in the
performance of any other gbligation under this lssue,
or the Guarantor in the performance of any of the
obligations under the Guarantee or the Declaration of
Undertaking, or

(c

—

bankruptcy or insoivency proceedings are
commenced in court against the lssuer or the
Guarantor which shall not have been reversed or
stayed within 80 days or the lssuer or the Guarantor
itsell institutes such proceedings, or offers or makes
an arrangement for the benefit of crediters generally,
cr

(d) the Issuer or the Guarantar is wound up or dissolved or
shall take any action for the purpose of liquidation
unless such liquidation is to take place in connection
with a merger, consolidation or any other form of
combination with another company and such
company—in the case of the lssuer—assumes all
obligations arising from these Terms and Conditicns of
the Issue and—in the case of the Guarantor—
assumes all obligations arising from the Guarantee, or

{e} the Issuer or the Guarantor stops payment or
threatens t0 cease or ceases {cother than as
specifically provided in Paragraph (d} above) to carry

on all or a material part of its business.




(2} Jeder Anleihegldubiger kann sein Recht, seine Teilschuld-
verschreibungen fallig zu stellen und zur Rickzahlung zu
kundigen, durch einen an die Sicherheitenverwahrerin zu
richtenden eingeschriebenen Brief ausliben. Eine solche
Kindigung wird mit Zugang bei dieser wirksam.

Die Félligkeit der Anspriche tritt am 30. Tag nach Zugang
der Kuindigung ein, es sel denn, daf im Falle des Absatzes
(1) (a) oder {b) die Verpflichiung vorher ertiilit worden
ist.

513

(1) Die Emittentin ist jederzeit berechtigt, die Garantin oder
eine andere Gesellschaft, an der die Garantin direkt oder
indirekt beteitigt ist, als Emittentin (die ‘'Neue Emittentin'')
hinsichtlich aller Verpflichtungen aus oder in Verbindung
mit den Teilschuldverschreibungen an die Stelle der Emit-
tentin zu setzen, sofern

{a) die Neue Emittentin in einer die Sicherheitenverwahr-
erin nach Form und Inhalt zufriedenstellenden Weise
die Verpflichtungen der Emittentin aus oder in Verbin-
dung mit den Teilschuldverschreibungen Gbernimmt;

{b) die Garantin, ausgenommen der Fall, daB sie selbst
die Neue Emittentin ist, in siner die Sicherhaitenver-
wahrerin nach Form und Inhalt zufriedenstellendean
Weise unbedingt und unwiderruflich gemal § 8 die
Verpflichtungen der Neuen Emittentin garantiert; und

(c

die Neue Emitientin alle etwa notwendigen Genehmi-
gungen der Behdrden des Landes, in dem sie ihren
Sitz hat, erhalten hat und einen die Sicherheitenver-
wahrerin nach Form und Inhalt zufriedenstelienden
MNachweis erbringt, daf8 die Neue Emittentin alle Be-
trage, die zur Erflllung der aus oder in Verbindung mit
den Teilschuldverschreibungen entstehenden Zah-
lungsverpilichtungen erforderlich sind, in fref verfligha-
rer und konvertierbarer gesetzlicher Wahrung des Ver-
einigten Konigreiches an die Hauptzahistelle zu
transferieren berechtigt ist.

(2} Im Falie einer solchen Schuldiibernahme gilt jede in diesen
Anleihebedingungen enthaltene Bezugnahme auf die Emit-
tentin fortan als auf die Neue Emittentin bezogen und jede
Bezugnahme auf das Vereinigte Kdnigreich als Bezug-
nahme auf das Land, in dem die Neue Emittentin ihren Sitz
hat.

(3) Eine derartige Schuldiibernahme ist gemaB § 14 zu verdi-
fentlichen.

§14

Bekanntmachungen, welche die Teilschuldverschreibungen be-
treffen, werden in einer fUhrenden, englischsprachigen Tages-
zeitung mit allgemeiner Verbreitung in London verdffentlicht,
Voraussichtlich werden diese Bekanntmachungen in der
Financiat Times gemacht.

§15

(1) Form und Inhalt der Teitschiuddverschreibungen und der
Zinsscheine sowie die Rechte und Pflichten der Anleihe-
glaubiger, der Emittentin, der Sicherheitenverwahrerin, der
Hauptzahlstelle und der Zahlstelle sowie die Garantie und
die Verpflichtungserklarung bestimmen sich ausschiieBlich
nach dem Recht der Bundesrepublik Deutschland, die Art
und Weise der Bestellung und Verwertung von etwa zu
bestellenden Sicherheiten nach dem Recht des
Belegenheitsortes.

10

{2} Any Noteholder shall exercise his right to declare his Notes
due and to demand payment by notice by registered letter
directed to the Fiduciary. Such notice will become effective
upon receipt.

Such claims fall due 30 days after receipt of notice unless
in the case of paragraph (1) (a) or (b} the obligation has
been fulfiiled prior thereto.

§13

(1)The fssuer shall be entitled at any time to substitute as
issuer in respect of all obligaticns arising from or in
connection with the Notes, the Guarantor or any other
company in which the Guarantar holds a direct or indirect
interest (the “New Issuer’), if

{a) the New lssuer, in a manner satisfactory in form and
substance to the Fiduciary, assumes all obligations of
the Issuer arising from or in connection with the Notes;

(b) other than in the case of the Guarantor being the New
lasuer, the Guarantor irrevocably and unconditionally
guarantees according to § 8, the obligations of the
New Issuer in a manner satisfactory in form and
substance to the Fiduciary; and

the New Issuer has obtained all necessary
authorizations, i any, from the authorities of the
country, in which it has its corporate seat, and gives
evidence in form and substance satisfactory to the
Fiduciary that the New issuer may transfer to the
Principal Paying Agent, in freely disposable and
convertible legal currency of the United Kingdom all
amounts required for the performance of the payment
abligations arising from or in connection with the
Notes.

+]

(2) In the event of such substitution, any reference in these
Terms and Conditions of the Issue to the Issuer shall from
then on be deemed to refer to the New lssuer, any
reference to the United Kingdom shall from then on be
deemed to refer to the country of the corporate seat of the
New issuer.

(3) Any such substitution shall be published in accordance
with § 14.

§14

The notices relating to the Notes shall be published in a leading
English language daily newspaper of general circulation in
London {which is expecied fo be the Financial Times).

§15

{1) The Notes and Interest Coupons, both as to form and
content, and the rights and duties of the Notehciders, the
Issuer, the Fiduciary, the Principal Paying Agent and the
Paying Agent as well as the Guarantee and the Declaration
of Undertaking shall exclusively be governed by the laws of
the Federal Republic of Germany; the manrer of granting
and foreclosure of any security to be granted shall be
subject to the laws of the country where such security is
situated.




{2) Sollte eine Bestimmung dieser Anleihebedingungen ganz

oder teitlweise rechisunwirksam sein oder werden, so sollen
die Ubrigen Bestimmungen wirksam bieipen. Unwirksame
Bestimmungen solien dann dem Sinn und Zweck dieser
Anleihebedingungen entsprechend ersetzt werden.

(2) Should any provisions hereof be or become veid in whole or

in part, the other provisions shali remain in force, Void
provisions shall be replaced in accordance with the
meaning and purpose of these Terms and Conditions of the
Issue.

{3) Erfiillungsort ist Londen.

(3) Place of performance is London,

{4) Gerichtsstand f{r alle sich aus den in diesen Anleihebedin- (4) Place of jurisdiction for all litigations arising from legal

gungen geregelten Rechtsverh@linissen ergebenden
Rechtsstreitigkeiten ist Minchen. Dieser Gerfchtsstand ist
der ausschiieBliche Gerichtsstand flr derartige Rechis-
straitigkeiten gegen die Garantin. Die Anleihegliubiger und
die Sicherheitenverwahrerin  sind berechtigt, ihre An-
spridiche gegen die Emittentin auch vor Gerichten im Verei-
nigten Kaénigreich geltend zu machen. Hierdurch ist ein
gegebener gesetzlicher Gerichtsstand des Vermdgens der
Emittentin in anderen Landern nicht ausgeschlossen. Auch
in diesen Fallen ist ausschlieBlich das Recht der Bundesre-
publik Deutschland anzuwenden.

(5) Die deutschen Gerichte sind ausschlielich zustandig fir

die Kraftloserklarung abhanden gekommener und vernich-
teter Teilschutdverschreibungen.

(6} FUr etwaige Rechtsstreitigkeiten, die vor Gerichten in der

Bundesrepublik Deutschland zwischen den Anleiheglédub-
igern oder der Sicherheitenverwahrerin und der Emittentin
gefihrt werden, bestelit die Emittentin die Bayerische Mo-
toren Werke Aktiengesellschaft, Petuelring 130, D-80788
Miinchen, zur Zusteliungsbevoliméchtigten.

relations established in these Terms and Conditions of the
Issue is Munich. This piace of jurisdiction shall be exclusive
for any such litigations against the Guarantor. The
Notehalders and the Fiduciary are entitled to assert their
claims against the Issuer also before courts in the United
Kingdom. Any court having jurisdiction for any venue
established by location of assets of the !ssuer in other
countries shall not be excluded thereby. In such cases the
laws of the Federal Republic of Germany shall exclusively
be applied as wefl.

{5} The German courts shall have exclusive jurisdiction over

the annulment of lost or destroyed Notes.

(8) For any litigation between the Noteholders or the Fiduciary

and the Issuer, which is brought before courts in the
Federal Republic of Germany, the Issuer appoints
Bayerische  Motoren  Werke  Aktiengesellschait,
Petuelring 13C, D-80788 Miinchen, as agent for the service
of process.




Garantie

Die BMW (LK) Capital ple, Warwick, Versinigtes Koénigreich
von GroBbritannien und Nordirland, (nachstehend *'Emittentin®
genannt) begibt eine 6,5% Britische Pfund-Anleine wvon
199972004 (die “Teilschuldverschreibungen™) in Héhe von
GBP 100.000.000 (in Worten; Britische Pfund ginhundert Millio-
nen).

Die Bayerische Motoren Werke Aktiengesellschaft, Miinchen,
Bundesrepublik Deutschland (nachstehend “Garantin'' ge-
nannt) Obernimmt gegentber der Dresdner Bank AG London
Branch, {nachstehend ‘‘Dresdner Bank’™ genannt} ais
Sicherheitenverwahrerin fir die Inhaber von Teilschuldverschrei-
bungen {nachstehend *'Sicherheitenverwahrerin genannt) die
unbedingte und unwiderrufliche Garantie fiir die ord-
nungsgemaie Zahlung in GBP des Kapitals, der Zinsen sowie
etwaiger zuséizlicher Betrdge nach Malgabe der Anleihebedin-
gungen.

Sinn und Zweck dieser Garantie ist es sicherzustelien, dafi die
Inhaber von Teilschuldverschreibungen unter allen Umsténden
und ungeachtet der tatsachlichen ader rechtlichen Umstinde,
Beweggriinde oder Erwdgungen, aus denen eine Zahlung
durch die Emittentin oder die geméaf § 13 der Anleihebedingun-
gen an inre Stelle getretens Gesellschaft unterbleiben mag, die
als Kapital, Zinsen und etwaige zusitzliche Betrige gemiB § 6
der Anleihebedingungen zahlbaren Betrdge zu den in den
Anleihebedingungen festgesetzten Falligkeitstermin erhalten.
Die Garantin wird demgemal auf erstes schriftliches Anfordemn
der Sicherheitenverwahrerin alle erforderlichen Zahlungen ohne
jede Einschrinkung leisten, falls die Emittentin—oder die ge-
maBR § 13 der Anleihebedingungen an ihre Stelle getretene
Gesellschait-—aus Irgendeinem Grunde die Betrige zu den
festgesetzten Falligkeitsterminen nicht zahlt.

Die Verpflichtungen aus dieser Garantie werden durch eine
Andgrung der Rechtsform der Emittentin oder einen Wechsel
ihrer Aktiondre nicht berfihrt.

Die Rechte aus dieser Garantie werden ausschlieflich von der
Dresdner Bank als Sicherhaitenverwahrerin oder jeder Nach-
folgerin in dieser Funktion gehalten und wahrgenommen. Die
Garantin ist verpflichtet, auf erstes schriftiches Anfordern der
Sicherheitenverwahrerin alle erforderlichen Zahlungen zu lei-
sten.

Die Rechte und Pflichten aus dieser Garantie bestimmen sich
ausschlieBlich nach dem Recht der Buncesrepublik Ceutsch-
land. AusschlieBlicher Erfillungsort und Gerichtsstand ist MUn-
chen.

Minchen, im Januar 2000

Guarantee

BMW (UK) Capital plc, Warwick, United Kingdom of Great
Britain and Northern Ireland (hereinafter referred to as the
“lssuer’’) issues 6,5% Great Britain Pound Notes of 1999/2004
(the “MNotes"”} in the amount of GBP 100,000,000 (in words:
Great Britain Pounds one hundred million},

Bayerische Motoren Werke Aktiengesellschaft, Munich, Federal
Republic of Germany (hereinafter referred to as the
“Guarantor'') assumes vis-a-vis Dresdner Bank AG London
Branch (hereinafter referred to as “Dresdner Bank”) as
Fiduciary for the holders of Notes (hereinafter referred to as the
“Fiduciary”) the unconditional and irrevocable guarantee for
the due payment in GBP of principal, interest and additional
amounts in accordance with the Terms and Concitions of the
Issue.

The intent and purpose of the Guarantee is to ensure that the
halders of Notes under all circumstances and regardless of the
actual or legal circumstances, motives or considerations for
which the Issuer according to § 13 of the Terms and Conditions
of the lssue may fail to effect a payment shall receive the
amounts payable as principal, interest and ary additional
amounts pursuant to § 6 of the Terms and Conditions of the
Issue. Accordingly, upon first written demand of the Fiduciary
the Guarantor will effect all nacessary payments without any
limitation, if the Issuer or the company substituting the Issuer
according to § 13 of the Terms and Conditions of the Issue fails
to pay, for whatever reason, any amounts on the determined
due dates.

The Obligations under this Guarantee shall not be affected by
any change of legal form or change in sharehalders of the
Issuer.

The rights arising from this Guarantee shall be held and
exercised exclusively by Dresdner Bank as the Fiduciary or any
successor in that function, The Guarantor is obliged to effect all
necessary payments upon first written demand of the Fiduciary.

The rights and obligations arising from this Guarantee shall be
governed exclusively by the laws of the Federal Republic of
Germany. Exclusive place of performance and jurisdiction shall
be Munich.

Munich, in January 2000

BAYERISCHE MOTCREN WERKE
AKTIENGESELLSCHAFT

Angenommen:

BAYERISCHE MOTOREN WERKE
AKTIENGESELLSCHAFT

Accepted:

DRESDNER BANK AG LONDON BRANCH

12

DRESDNER BANK AG LONDON BRANCH




Verpflichtungserklarung

Die BMW (UK} Capital plc, Warwick, Vereinigtes Kdnigreich
von GroBbritannien und Nordirland, begibt eine 6,5% Britische
Pfund Anleihe von 199872004 {die “Telischuldverschreibun-
gen''} in Hoéhe von GBP 100.000.000 (in Worten: Britische
Pfund einhundert Millionen).

Die Bayerische Motoren Werke Aktiengesellschaft, Miinchen,
Bundesrepublik Deutschiand, verpfiichtet sich hiermit gegen-
iiber der Dresdner Bank AG London Branch (nachstehend
“Dresdner Bank™ genannt) als Sicherngitenverwahrerin fir die
Inhaber von Teilschuldverschreibungen in Ubereinstimmung mit
den Anleihebedingungen, so lange his Kapital, Zinsen und
etwaige zusatzliche Betrige aus dieser Anleihe in vollem Um-
fang bei der Zahistelle bergitgestellt worden sind, keine gegen-
wiartigen oder zuklnftigen Verbindiichkeiten (einschlieBlich
Verbindlichkeiten aus Garantien oder Sicherheiten) aus ande-
ren internationaien Kapitaimarkiverpindtichkeiten durch irgend-
weiche Grund- oder Mobilpfandrechte an ihrem gegenwértigen
oder zuklnftigen Grundbesitz oder ihren Vermdgenswertan zu
besichern oder besichern zu lassen, es sei denn, daB diese
Anleihe zur gleichen Zeit und in gleichem Bang anteilig an der
Besicherung teilnimmt. Fiir die Zwecke dieser Verpflichtungs-
erkldrung bedeutet “'internaticnale Kapitalmarktverbindlichkeit'™’
jede Emission von Teilschuldverschrejbungen mit einer ur-
springlichen Laufzeit von menr als einern Jahr, die auBerhalb
der Bundesrepublik Deutschland ausgegeben werden,

Die Rechte aus dieser Verpflichtungserklarung werden aus-
schlieBlich von der Dresdner Bank als Sicherheitenverwahrerin
fur die lnhaber von Teilschuidverschreibungen oder jeder Nach-
teigerin in dieser Funktion gehalten und wahrgenommen,

DOie Rechte und Pflichten aus dieser Verpflichtungserkidrung
bestimmen sich ausschlieBlich nach dem Recht der Bundesre-
publik Deutschland. AusschlieBlicher Erflillungsort und Ge-
richtsstand ist Minchen.

MUnchen, im Januar 2000

Declaration of Undertaking

BMW (UK) Capital plc, Warwick, United Kingdom of Great
Britain and Nerthern ireland issues 6,5% Great Britain Pound
Notes of 1998/2004 (ihe '"Notes”) in the amount of
GBP 100,000,000 (in words: Great Britain Pounds one hundred
million}.

Bayerische Motoren Werke Aktiengesellschaft, Munich, Federal
Republic of Germany, herewith undertakes vis-a-vis Dresdner
Bank AG London Branch {herein referred to as “Dresdner
Bank’) as Fiduchary for the nolders of Notes in accordance with
the Terms and Conditions of the lssue, until such time as
principal, interest and additional amounts, if any, of this Issue
have been completely placed at the disposal of the Paying
Agent, not to secure or have secured by any mortgage or
pledge on its present or future property or assets, any present
or future obligations arising from other International Capital
Markets Indebtedness {including obligations under guarantees
or securities), unless this !ssue at the same time shares pari
passu and pro rata in such security. “Iinternational Capital
Markets Indebtedness” shali for the purposes of this
declaration mean any issue of notes which are issued outside
the Federal Republic of Germany with an original maturity of
more than one year.

The rights arising from this Declaration of Undertaking shall be
held and exgrcised exclusively by Dresdner Bank as the
Fiduciary for the holders of Notes or any successor in that
function.

The rights and obligations arising from this Declaration of
Undertaking shall be governed exclusively by the laws of the
Federal Republic of Germany. Exclusive place of performance
and jurisdiction shall be Munich.

wuntch, in January 2000

BAYERISCHE MOTOREN WERKE
AKTIENGESELLSCHAFT

Angenommen:

BAYERISCHE MOTOREN WERKE
AKTIENGESELLSCHAFT

Accepted:

DRESDNER BANK AG LONDCN BRANCH

DRESDNER BANK AG LONDON BRANCH

Use of Proceeds

The net proceeds (including accrued

interest) of the

lssue amounting to approximately

GBP 100,199,555.56 will be used for general financing purposes of the BMW Group.
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BMW (UK) Capital plc

Incorporation, Domicile

BMW {UK) Capitat plc was originally incorporated with an unifmited term on October 16, 1995 under the
Companies Act 1985 with the name Stohold Limited and changed its name to BMW (UK) Capital Limited
on December 6, 1995. On May 1, 1996 BMW (UK) Capital Limited was re-registered as a Public
Company under the name BMW (UK) Capital plc {“BMW UK}, The registered office of BMW UK is
international Headquarters, Warwick Technology Park, Warwick CV34 6RG; it is registered in England
and Wales under the number 3114356.

BMW UK is an indirectly 100% wholly owned subsidiary of BMW AG which is described in more detail on
page 16 and the following pages. BMW UK has no subsidiaries.

Purpose
The principal purpese of BMW UK is to provide financing for use by BMW Group companies.
Capitalization and \ndebtedness

The authorized share capital of BMW UK amocunts to GBP 10 mifiion and is divided into 10,000,000
ordinary shares of GBP 1, of which 150,000 shares have been issued and are fully paid in.

The following table shows the capitalization and indebtedness of BMW UK as of December 31, 1988:

December 31, 1998
{in GBP thousands)

Subscribed Capital......... e 150
Share premium ACCOUNT .. ... i e e 24,900
Retained QamingS . v vee ettt ettt e 4,523
SHAFENOIAEI'S EQUITY....\eoi ittt eae et et ettt sttt cerv e 28,573
Long term 1cans dug 10 Danks ... ..o 743,700
BONTS oo e e n e 589,842
Deferrad income due within five years ...........ocei o 3,705
Long 18rm HADITHES ... e e 1,337,247
Short term Habilities ... 865,111
Total CapitaliZatiGn. ... e 2,231,931

GBP 600 million of the Long term liabilities due o banks are guaranteed by BMW AG. The bonds are
completely guaranieed by BMW AG. BMW (UK} Capital plc. has no secured liabilities.

Since January 1, 1999 in addition to these Notes BMW UK has issued bonds totalling EUR 200 million
with a maturity of 5 years, USD 300 million with maturities up to 3 vears and GBP 300 million with
maturities up to 10 years as well as Euro Medium Term Notes totalling EUR 300 million, and JPY 47.2
bilion with maturities up o 2 years, USD 113 million with maturities up to 3 years and GBP 18 million with
a maturity of about five years. In addition, BMW UK has repaid Euro Medium Term Notes totalling JPY 9
billion, GBP 85 million, EUR 175 million, PTE 7.15 billion, CHF 32 million and USD 10 mitlion. In addition,
BMW UK has approximately GBP 200 million of Commercial Papers outstanding.

Effective 168 November 1999 131,188 additional shares have been issued and are fully paid in. The
number of outstanding shares has thereby increased to 281,198. The additional share premium from this
increase is GBP 32,668,302,

BMW UK Capital plc. has no material contingent liabilities or guarantees as at the date of this Offering
Circular.

With the exception of the issues described above, there has been no material change in the total
capitalization, indebtedness and contingent liabilities or guarantees of BMW UK since December 31,
1998.
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Management

BMW UK is managed by a Board of Directors consisting of one or more Directors. At present there are
two Directors.

The members of the Board of Directors of BMW UK are:
Dr. Wolfgang Stofer, Director of Treasury, Accounting and Taxes of BMW AG

André L. Burns, Director of Accounting, Treasury and Taxalion of Rover Group Lid.

The directors perform no principal activity ocutside BMW Group.

The business address of each member of the Board of Directors is International Headquarters, Warwick
Technology Park, Warwick CV34 6RG.

Shareholders’ Meeting

General Meetings of Shareholders will be held annually.

Auditors

Independent auditors (“‘chartered accountants') of BMW UK at present are KPMG, 2 Comwall Street,
Birmingham B3 2DL.

The financial statements of BMW UK for the pericd from incorporation to December 31, 1996 and for the
years ended 1997 and 1998 were prepared by the directors in accordance with generally accepted
accounting principles and practice in the UK. The financial statements for the years ended 1996 and
1997 have been audited by KPMG, Arlington Business Park, Theale, GB-Reading R67 45D, for the year
ended 1998 by KPMG, 2 Cormwall Street, 63-Birmingham B3 2DL in accordance with generally accepted
auditing standards, and certified without qualification.

Financial Year

The financial year of BMW UK is the calendar year.

Distribution of Profits
The General Meeting of Sharehalders will ratify all dividend payments. No dividends have been paid thus
far.

Litigation

There are no, nor have there been any, legal or arbitration proceedings which could have, or have had
during the 12 months preceding the date of this document, a significant effect on the financial situation of
BMW AG, BMW UK or BMW AG and its subsidiaries, nor has BMW AG, BMW UK or BMW AG and its
subsidiaries knowledge of any such proceedings pending or threatened.
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Bayerische Motoren Werke Aktiengesellschaft
Incorporation, Domicile and Purpose

The origins of BMW AG date back to 1916, when the "‘Bayerische Flugzeugwerke Aktiengesaiischaft”
was founded in Munich as a manufacturer of aircraft engines. In 1922, Bayerische Flugzeugwerke
Aktiengesellschaft acquired all plants and installations, patents and designs and all rights and ogligations
arising from the engine manufacturing operaticns of the former ''Bayerische Motoren Werke
Aktiengeselischaft’” under which name it has since been operating.

BMW AG has its registered office at Petueiring 130, D-80788 Munich and is registered under the Reg.
Ne. HRB 42243 of the Commercial Register in Munich. Registered branch offices are located in Berlin,
Bonn, Bremen, Chemnitz, Darmstadt, Dresden, Dilsseldorf, Essen, Frankfurt am Main, Hamburg,
Hannover, Kassel, Leipzig, Mannheim, Minchen, Nirnberg, Saarbricken and Stuttgart.

The object of BMW AG is the manufacturing and the sale of mctor engines and all vehicles equipped
therewith, their accessories as well as producis of the engineering, metals and wood industries.,

BMW AG is entitled within these limitations to all business and undertakings which appear necessary or
useful, for the achievement of the company’s aims, in particular to acquire or sell property, tc establish
subsidiaries in Germany and abroad, to esiablish or acquire other businesses of the same or similar
nature, to participate in such businesses and 1o conclude contracts of mutual interest or similar contracts.

BMW AG is the parent Company of the Group.

Consalidated Capitalization and Indebtedness of BMW Group

The following table shows the consolidated capitalization and indebtedness of BMW Group as of
December 31, 1998:

December 31, 1998

(in DEM million)
SUBDSCHBEA CADIANL ... e e e e e 1,287
CAPITA] TESEIVE .. it i e e e e 3,670
R = NS (=TT Y=L OO UO T P TPORE P 7,063
Unappropriated profit available for distrioution ... 457
MINOTIEY IMEEIEST. . e e e et e 129
Sharehalders' @QUITY. ... e 12,606
Ragistered profit-sharing certifiCateS. ..o 75
Long-term debt {with a term of more than one year)‘"
B O S ittt 6,363
DB 10 DANKS oo e e e 3.866
Short-term debt'"
B OIS i it e e e 2,139
U 10 AN o oo e 5,853
COMMETCIA] PAPEE 1.reei ittt ettt cea ettt ae e ree e an e e eas e 3,063
TOtal Dt i e 22,359
Total CaPEAIZAION . oo e 34,965
Contingent Habilities ... 159

i Approximately DEM 23 million of the combined liabilities to banks are secured by real estate liens. The other liabilities are
unsecured

The labllities of BMW Group are not guaranteed.

Since January 1, 1999, in addition to these Notes BMW Group has issued bonds totaliing EUR 400 million
with maturities up to 5 years, GBP 300 million with maturities up to 10 years, USD 550 million with
maturities up to 5 years, AED 350 million with a maturity of 3 years and JPY 40 billion with a maturity of 3
years, Euro Medium Term Notes totalling EUR 908 million with maturities up to 3 years, GBP 18 million
with a maturity of about 5 years, CHF 25 million with a maturity of 1.5 years, CZK 300 million with a
maturity of 6 years, JPY 81.7 billion with maturities up to 2 years and USD 421 million with maturities up
to 7 years. BMW Group has repaid Notes totalling CHF 100 million, Bends in the amount of DEM 450
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million and USD 200 million, Euro Medium Term Notes totalling GBP 85 million, JPY 32.5 billion, PTE 7.15
billion, USD 20 million, EUR 183 million and CHF 32 million, a Schuldschein in the amount of USD 250
million and DEM 17.68 million in annuity bonds.

The share capital of EUR 669,424,080 is divided into 622,227,918 common bearer shares with a nominal
value of EUR 1.00 each, and 47,196,162 non-voting preferred bearer shares with a nominal vaiue of
EUR 1.00 each, all of which are fully paid in. The authorized share capital allows the further issuance of
non-voting preferred shares in the amount of EUR 5,000,000.

The common shares and part of the preferred shares of BMW AG are listed in the Federal Republic of
Germany at the stock exchange of Munich, Berlin, Disseldorf, Frankfurt am Main and Hamburg. The
common shares are alse listed abroad in Ausiria on the Wiener Borse and Switzerland on the Schweizer
Borse.

With the exceplion of the activities described above there has been no material change in the
consolidated capitalization, indebtedness and contingent liabilities and guarantees of BMW Group since
December 31, 1998.

Board of Management

In accordance with the Articles of Association the Board of Management consists of two or more
members. Currently the members are:

Prof. Dr.-Ing. Dr. h.c. Dr.-Ing. E.h. Joachim Milberg, Chairman
Ernst Baumann

Carl-Peter Forster

Dr. Henrich Heitmann

Giinter Lorenz

Dr. Helmut Panke

Prof. Dr.-Ing. Werner S&mann

Dr. h.c. Horst Teltschik

Dr.-Ing. Wolfgang Ziebart

The directors perform no principal activity outside BMW Group.

Supervisory Board

In accordance with the Articles of Association the Supervisory Board consists of twenty members, ten of
which are elected by the General Meeting of Sharenolders and ten of which are elected in accordance
with the German workers participation law. Currently the members are:

Volker Doppelfetd Munich, Chairman, Former Member of the Board of Management of

BMW AG

Manfred Schoch* Munich, Deputy Chairman, Chairman of the Works Council

Prof. Dr.-Ing. E.h.
Berthold Leibinger
Stefan Quandt

Ernst Rehmeier*

Konrad Gottinger*
Willibald Low*
Dr. Karin Benz-Overhage®

Ulrich Eckelmann*

Hans Glas*

Gerhard Gutsmied!*
Arthur L. Kelly
Susanne Klatten

Prof. Dr. Hubert Markl

Werner Neugebauer™®
Hans-Glnther Niklas*
Dr. Woifgang Roller

Ditzingen, Deputy Chairman, Managing Partner of TRUMPF GmbH
+ Co., Maschinenfabrik Stuttgart

Bad Homburg v.d.H., Deputy Chairman, Graduate Industrial
Engineer

Dingolfing, Deputy Chairman, Member of the Works Council,
Dingolfing plant

Dingolfing, Member of the Works Council, Dingolfing plant
Landshut, Chairman of the Works Council, Landshut plant
Frankfurt am Main, Executive Member of the Executive Board of 1G
Metall

Frankfurt am Main, Head of Department for the Executive Board of
IG Metall

Dingolfing, Director Dingolfing Plant

Munich, Deputy Chairman of the Works Council, Munich plant
Chicago, lllinois, Managing Partner of KEL Enterprises Ltd.

Bad Homburg v.d.H., Economist, MBA

Munich, President of Max-Planck-Gesellschaft zur Forderung der
Wissenschaften e.V.

Munich, Trade union secretary

Regensburg, Chairman of the Works Council, Regensburg plant
Frankfurt am Main, Former Chairman of the Supervisory Board of
Dresdner Bank AG
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Dr.-Ing. Dieter Soltmann Munich, Member of the Managing Board of Gabriel Sedimayr,

Spaten-Franziskaner-Brau KGaA

Lodewijk C. van Wachem The Hague, The Netherlands, Chairman of the Supervisory Board of
Royal Dutch Petroleum Company/Shell
Dr. oec. publ. Hans-Dietrich Disselderf, Chairman of Management of Henkel KGaA

Winkhaus

* Employees’ representative.

BMW AG may legally be represented by two members of the Board of Management or one member of the
Board of Management together with one holder of a commercial procuration (“‘Prokurist’), registered in
the Commercial Register.

The business address of the members of the Board of Management and Superviscry Board is
Petuelring 130, BMW Haus, D-80788, Munich.

General Meeting of Sharehelders and Voting Rights

The General Meeting of Shareholders, which is called by the Board of Management or, as provided by
law, by the Supervisory Board, is held at the domicile of BMW AG or at a branch office ar at a subsidiary
of BMW AG or at the domicile of a German stock exchange in the Federal Republic of Germany within
eight months after the end of the respective fiscal year.

The voting right of each common bearer share corresponds to its nominal value. Each nominal value of
EUR 1.00 of the respective common bearer share capital represented at the voting gives entitlement to
one vote.

Auditors

Independent auditors (‘'Wirtschaftspriifer’) of BMW AG are KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft—Wirtschaftsprifungsgesellschaft, ElektrastraBe 6, D-81825 Munich, Federal
Republic of Germany. They have audited the financial statements of BMW AG as well as the consolidated
financial statements of the BMW Group for the fiscal years ended 19896, 1997 and 1998 in accordance
with generally accepted accounting principles and practices in the Federal Republic of Germany and
have for each year issued their unqualified opinion.

Fiscal Year
The fiscal year of BMW AG is the calendar year.




General Information on the Business of the BMW Group
The BMW Group—A global enterprise

The BMW Group is a leading manufacturer of automobiles and motorcycles, it offers a broad product
range of attractive and distinctive brands such as BMW, Rover, Land Rover, Mini and MG, and at the
beginning of 2003, Rolls Royce Mator Cars, In 1298, more than 1.2 million cars were manufactured in the
Group’s Internaticnal production network. The products are sold throughout 130 countries, with
Germany, the United Kingdom and the United States being the key markets. The sales in Euro reached in
1998 over 32,280 Mio. Euro, the BMW Group employed 1998 worldwide approximately 120,000 people.

The Brands of the BMW Group

The BMW brand offers high-quality, high-performance automobiles in the luxury-performance segment of
the automobile market.

With its 3, 5 and 7 Series and their numerous variants as well as the X and Z Series, the BMW brand is
represented in all important world markets and automobile segments, such as luxury performance and
Sports Activities Vehicles.

1998 was the most successful year in the history of the BMW brand, with production, sales and earnings
reaching an all-time high. With respect to the return on sales the BMW brand is cne of the most profitable
car manufacturers in the warld.

BMW Automobiles are preduced in the German plants Munich, Dingolfing, Regensburg, as well as in the
South African plant in Pretoria and in the US-plant in Spartanburg {S.C.). Assembly plants for BMW
Automobiles are located in Russia, Mexico, Thailand, Vietnam, Egypt, Indonesia, Malaysia, and on the
Philippines. The full production piants are linked effectively, thus enabling BMW to balance changing
customer demand in a very quick and flexible way. Germany, the U.S., Great Britain, and Japan are the
most important markets for BMW Automobiles.

BMW motorcycles are manufactured in Berlin. For the sixth year in succession, the number of BMW
Motorcycles delivered to customers increased. In 1298 again, BMW Motorcycles reached a new record
level with 60,300 BMW Motorcycles delivered. The main markets here are Germany, the US| ltaly and
France.

The Rover brand is represented by a range of small (the new Rover 25 Series), medium (the new
Rover 45 Series) and luxurious executive cars such as the new Rover 75. They are produced at the
Birmingham and Oxford plants in the UK,

With the Defender, the Freelander, the Discovery and the Range Rover, the Land Rover brand is
acknowledged as the world leader in four-wheel drive vehicles. They are produced in Solthull, near
Birmingham (UK), as well as in assembly plants in Russia, Zimbabwe, Kenya, Turkey, Malaysia, South
Africa, Brazil, and Morocco.

The Mini, built from 1958 and with production at 5.3 million has proven itself as the world's favourite smalll
car. The Mini Classic sets the way for an all new Mini to be built in 2001 which will take the brand into the
next century.

MG has produced world-famous sports cars since 1924 and the open-top MGF is the modern incarnation
of the definitive British Sports car.
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BMW Group Five Year Survey

19941 1995 1996 1997 1998
Preduction
Automobiles ................... units 948,683 1,098,582 1,143,558 1,194,704 1,204,000
Motorcycles® ................ units 44,435 52,653 48,950 54,933 80,152
Deliveries to customers
Automobiles .................. units 931,883 1,073,161 1,151,361 1,196,096 1,137,115
Motorcycles..........ooooe oo units 46,667 50,246 50,465 54,014 30,308
SalBS. e DEM million 42,125 46,144 52,285 60,137 53,134
Change ......oocvveeevieiee % +45.2 +9.5 +13.3 +15.1 +5.0
Workforce at end of year... 109,362 115,763 116,112 117,624 118,213
Investment...........cccoovveeee. DEM million 3,543 3,477 3,830 4,520 4,262
as % of sales ................. % 8.4 7.5 7.3 7.5 6.8
Depreciation .........ccocvvveee.. DEM million 2,567 2877 3,002 3,543 3,635
Cash flow .........coeeeiiiiins DEM million 3,569 3,755 4,092 4,925 4,849
as % of investment ........ % 100.7 108.0 106.8 109.0 113.8
Fixed assets .........ooovveeee DEM million 11,748 11,905 13,429 15,234 15,274
Assets from sales
financing ..........oooeeeie DEM million 13,300 15,008 16,798 21,245 24574
as % of balance sheet
total o % 34.4 38.7 37.0 39.8 41.0
Other current assets and
prepaid expenses ... DEM million 13,645 13,934 15,115 16,801 20,076
Subscribed capital............. DEM million 985 987 989 990 1,287
RESEIVES....iiii e, DEM million 6,538 6,820 7,657 8,732 10,733
Capital reserve.............. DEM million 1,574 1,593 1,614 1,635 3,670
Revenue reserve............ DEM million 4,964 5,227 6,043 7,097 7,063
Shareholders’ equity .......... DEM million 7,922 8,200 9,067 10,248 12,606
as % of balance sheet
total ..o % 20.5 201 20.0 19.2 21.0
as % of fixed assets ...... % 67.4 68.9 67.5 67.3 82.5
Debt/equity ratio
Industrial business ......... % 24.8 25.1 25.0 25.3 28.7
Sales financing............... % 12.2 11.4 11.5 10.0 10.0
Long-term borrowings ....... DEM million 9.012 10,780 11,764 15,201 13,767
Long-term capital .............. CEM miflion 16,234 18,980 20,831 25,449 26,373
as % of fixed assets ...... % 144 1 159.4 155.1 167.1 172.7
Liabilities from sales
financing v.....oovevvvenvvenns DEM million 11,672 13,299 14,871 19,116 22,108
Balance sheet total............ DEM million 38,693 40,847 45,342 53,280 59,924
Personnel costs................. DEM million 8,425 8,846 9,844 10,825 11,532
per employee................. DEM 83,482 82,716 90,206 98,755 39 476
Resuits from ordinary
business activities.......... DEM million 1,357 1,367 1,660 2,528 2,076
I DEM million 660 675 840 1,282 1,173
Net income .....ocoooeeeveinnee DEM million 697 692 820 1,246 803
Net income of BMW AG
available for distribution DEM million 277 267 297 397 457

™ Incl, Rover Group with effect from March 18, 1994
) Incl. FB50 assembly at Aprilia S.0.A.

Source: BMW Annual Reports

The figures have been extracted from the BMW Group annual report without material adjustment.




1998 Business Review

In spite of the negative result in the Rover Automobiles segment, the overall result from ordinary aclivities
fell by only 17.9%, to DM 2.076 billion. After deduction of earnings-related and other taxes, totailing
DM 1.173 billion, net income for the Group is stated at DM 903 million, down 27.5% from the previous
year's figure,

For the business segment of BMW Automobiles, the 1998 result from ordinary activities improved by
24.5%, to DM 3.9 billion—and thus cnce again made the most important contribution to the result of the
entire Group.

The Rover Automobiles segment showed a toss of DM 1.9 billion, attributable to changes in the model

range, prevailing market conditions and fluctuating currencies, as well as restructuring measures newly
introduced.

The result in the segment of BMW Motorcycles was a further improvement, increasing by DM 23 million to
DM 31 million.

A substantial improvement was also returned by BMW Rolls-Boyce GmbH, due primarity to the first full
year of sales of the BR710 engines. Preparatory development work on the BR715 engine variant led to a
loss of DM 458 million in the Aero Engines business segment, cutting back these losses by 30.8%
against 1997,

Financial Services continued the positive development of the previous year. The result for this segment
improved by OM 100 million, to DM 847 million. Taking interest expenditure in financing of leasing
business into account, the result from ordinary activities was DM 175 miilion.
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BMW Group
General Information on the Business, first 9 months of 1999

The BMW Group is a leading manufacturer of vehicles offering a broad product range of attractive and
distinctive brands such as BMW, Rover Cars, Mini and MG, and beginning in 2003 Rolis Royce Motor
Cars.

The Group still expects to reach the same core figures that it achieved last year. From January to
September 1999, Group sales rose by 4.8% to 24.7 billion euros {same period last year: 23.6 billion
euros).

“The BMW Group sees the millennium as a sperting challenge. Authentic product innovations, the
creation of new market segments and, in particular, the new Raver family, with the maodels 25, 45 and 75,
are further milestones along the path to the future,” said Professor Joachim Milberg, Chairman of the
Board of BMW AG, confirming the BMW Group’s future strategy at the opening of the Tokyo Motor Show.

BMW Group January to September
Jan.-Sep. Jan.-Sep.

Production in units 1999 1998 Change in %
GIOUD et e e 830,372 215,309 —a3
BIMWY L e 560,558 514,861 +89
LANd ROVEL ..o ittt e enes 118,702 126,685 —6.3
ROVEE 134,799 251,529 —46.4
G e e e 7,957 11,331 —29.8
T e e 8,356 11,403 —26.7
MOLOICYCIES' ™Y ..o 55,844 47,811 +16.8
Deliveries to customers
(BIOUD oottt et 895,932 907,018 —1.2
BIMWY 568,154 516,642 +10.0
LANd BOVEL 1ottt ottt etancerentiasea e e saanase e e aane s s aaeaees 133,423 111,761 +19.4
ROV oot ea e 176,528 253,810 —30.4
Y PSPPI 9,052 12.050 —24.9
N e e 8,775 12,755 —31.2
MOTOrCYCIBS . oo e 53,354 49,746 +7.3
Workforce on 30.9....................... 117,468 121,816 —3.6

) including F 650 assembly at Aprilia S.p.A.

The BMW brand

The BMW brand is once again about {o break all records, and is stronger than ever before. In the first nine
months of the year, sales world-wide rose by ten percent to over 568,000 cars.

The extraordinarily successful saloon and the new Coupé in particular form the basis for these high
growth rates, with the BMW 3 series rising by some 22% to 383,700 units. Overall, this means that
volume sales of the smallest BMW series are moving towards record levels. The launch of the new BMW
touring a few days ago was also well received by public and media alike.

Despite falling by nine percent, sales of the BMW 5 series, at 152,200 units, are above expectations. In
Europe, the mid-range series did particularly well in Sweden, where growth reached 4%, and in Spain,
which recorded an increase of 13%. In the important American market, volume sales of 5 series BMWs
rose by 9% to 28,809 units.

In the first nine months of the year, 31,572 vehicles in the BMW 5 and 7 series with the new generation of
diesel engines were soid. This raises the proportion of diesels in the 5 series as a whele from just under
17% to over 26% and from just under 5% to just under 11% in the 7 series.

Deliveries of the BMW 7 series remain at a very high level in the sixth year of its life cycle. Over 31,800
cars were sold {minus eight percent), marking a level of sales that remains well above that of its
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predecessor. In Europe, the 7 series recorded increased sales in ltaly (+2%), Ausiria (+3%), France
{+4%), Holland (+12%), Sweden {+13%) and, in particular, in Spain {(+47%). The small drop in sales
of 1% in the USA to 13,779 units is a major success when seen in the light of the market launch of new
models by competitors.

For BMW in the USA, 1999 is set to be the best year in its history overall. From January to September this
year, BMW recorded an increase of 19%, with sales reaching around 116,300 units—over 18,500 more
BMW cars than in the same period last year (97,808 cars).

Sales of motorcycles were also extremesly successful in the USA. In comparison with September last year,
BMW increased volume sales by 64%, with a 27% increase over the same period in 1998 if the figures are
taken over a 9-month period. The high safety standards of BMW motorcycles, which are exclusively fitted
with ABS, are the reason why sales to authorities are continuing to increase, strengthening the brand’s
number 1 position in this US sector. The California Highway Patrol—the largest motorcycle fleet in the
USA, with 415 moelorcycles—uses BMW motorcycles, as do 53 other US authorities.

In the first three quarters of the year, sales of BMW motorcycles world-wide increased by a further eight
percent to 53,354 units. In addition to the very successful R 1100 GS (enduro) and R 1100 RT (tourer)
models, sales were boosted considerably by the R 1100 S sports tourer, launched in the autumn of 1998,
and the new K 1200 LT iuxury tourer, availabie since the spring of this year.

The Rover brand

Even though markei-oriented measures are starting to take effect, market conditions remain difficult.
Nevertheless Rover's domestic market share in September showed encouraging signs of recovery (from
3.4% to 5.8%). The campaign to reduce stocks brought aboul a consolidation in the sale of Rover
vehicles, in spite of the phasing out of a number of models (the Rover 200, 400, 600 and 800).

Comprehensive restructuring measures at Rover and Land Rover are directed towards securing the
profitability in the nearer future. The cost-cutting programmes are making progress. Major contributors
towards this goal are being made by the standardisation of Group structures resulting in a completely
new Group organisalion. This eradicates task duplication, introduces flexible working hours and new shift
patterns and harnesses synergies in purchasing and in a streamlined modular system for future products.

The Rover 25 and the Rover 45 completes the new face of Rover. Both models—the new Raver 25 and
the new Rover 45—have a newly designed interior, an expanded, more powerful range of engines, the
latest Steptronic system with CVT automatic, improved driving gear, sportier servo steering, more
extensive electronics and an improved standard of safety.

Develcpments in sales of the Rover 75 are as expected. Altogether, around 10,000 vehicles were
supplied to customers by the end of September, including 4,500 to the British market. We expect the
launch of the entry-level, high-volume model—the Rover 75 1.8 litre Classic—onto the British market
next year to stimulate sales of the Rover 75. The upcoming launch of the Rover 75 onto more export
markets, such as Japan, will further increase exports.

The Land Rover brand

The clear growth in sales of the Land Rover brand continued, with the number of vehicles sold increasing
by around 20% to some 133,500. This was mainly due to the Freelander (+68% to 52,100 units), the
most popular 4X4 in western Europe in 1989, and the new Discovery (+20% to 49,900 units). Sales of
Range Rovers {—17% to 16,500 units} and Defender { —13% to 20,800 units} declined as expected,
but still remain at a high level. Land Rover has recorded clear increases in sales in all the major markets
apart from Great Britain.

BMW Rolls-Royce aircraft engines

On 25 October 1999, BMW and Rolls-Royce announced a repositioning of their strategic relationship in
which Rolls-Royce will take full control of the joint venture BMW Rells-Royce Aero Engines GmbH with
effect from 1 January 2000, BMW will increase its equity interest in Rolls-Royce to a stake of just over
10 per cent of Rolls-Royce's issued ordinary share capital.
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CKD assembly in Kaliningrad /Russia

On 22 Octcber 18999, the CKD plant in Kaliningrad will be officially opened. The CKD plant in Kaliningrad
will be operated by our Russian partner Avtotor. The first 5 series automobiles will be appearing at the
end of October. Assembly of Land Rover Defenders will be starting in mid-Ngvember. At present, around
300 people are empleyed on assembly at Avtotor.
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Taxation

Taxation in the United Kingdom

1.

The Notes will constitute “‘quoted Euronotes’ provided they are and continue to be listed on a
recognised stock exchange within the meaning of section 841 of the Taxes Act and remain in
bearer form. If Notes are issued in definitive form in the circumstances set out in ““Form of the
Notes'' and are and continue to be quoted on a recognised stock exchange and are and continue to
be held in bearer form, then payments of interest on such Notes may be made without such
withholding or deduction where;

(i} the payment is made by or through a paying agent who is not in the United Kingdom; or
(i} the payment is made by or through a person who is in the United Kingdom and:
{a) the interest is paid on a Note held in a recognised clearing system; or

{b) a person who is not resident in the United Kingdom is beneficially entitled to the interest
and beneficial owner of the Note on which the interest is paid; and

{c) adeclaration to that effect in the form required by law has been given to that person (or
the Inland Revenue has issued a notice to that effect to that person) unless the infand
Revenue has issued a direction that it considers that neither of the conditions {i) and
(i) is satisfied.

In all other cases, subject to relief under an applicable double taxation treaty, interest will be paid under
deduction of lower rate {currently 20%) United Kingdom tax.

2.

Where a person in the United Kingdom acts as collecting agent i.e.:

(i) cobects or secures payment of or receives interest on the Notes for the Noteholder, or
(except by means of ¢clearing a cheque or arranging for the clearing of a cheque)

(i) acts as a custodian of the Notes and receives interest on the Notes or directs that interest on
the Notes be paid to ancther person or consents to such payment;

the collection agent will be required to withhold United Kingdom income tax at the lower rate
subject to certain exceptions, including the following:

(a} the Notes are heid in a recognised clearing system and:

(i} the collecting agent pays or accounts for the interest directly or indirectly to the
recognised clearing system; or

{ii) the collecting agent is acting as a depository for the recognised clearing system.

(b) the person beneficially entitled to the interest beneficially owns the Notes and is not resident
in the United Kingdom.

{c) interest arising to non-UK-resident trustees of certain trusts.

{d) the person owning the Notes and beneficially entitled to the interest is eligible for certain
reliefs.

For exceptions (a) (i) and (Ib) to {d) to be availlable, a declaration in a specified form has to be provided
{or a notice issued by the Inland Revenue) to the collecting agent and even then those exceptions will
not be available if the Inland Revenue issue is appropriate direction.

Note: The above could be subject to additional requirements as a result of regulations to be introduced by
the Inland Revenue.

3.4

Payments of interest in respect of the Notes issued will have a United Kingdom source and
accordingly may be chargeable to United Kingdom income tax by direct assessment even if paid
without withholding or deduction. However, where interest is paid without withholding or deduction
on acceunt of United Kingdom tax a Noteholder who is the beneficial owner of Notes, who is not
resident in the United Kingdom for United Kingdom tax purposes and whe does not have a "'branch
or agency” (defined toc mean “any factorship, agency, receivership, branch or management’) in
the United Kingdom through which the Noteholder carries on any trade, profassion or vocation and
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in connection with which the interest is received, will not be assessed 1o United Kingdom tax on any
inGome or gain derived from the holding or disposition of the Notes.

3.2  Where interest has been paid under deduction of United Kingdom income tax, Noteholders who are
not resident in the United Kingdom may be able to recover all or part of the tax deducted if there is
an appropriate provision in an applicable double taxation treaty.

4. Proposed EU Directive on the Taxation of Savings Income

There is currently a proposed directive before the European Commission (which may or may not be
adopted) to oblige Member States to adopt either a “withhclding tax system™ or an “information
system’ in relation 1o savings income.

The “withholding tax system’ would require an “'paying agent” established in an EU Member State to
withhold tax at a minimum rate of 20% from interest paid to an individual resident in another EU Member
State unless certain exemptions apply. The “‘information system’’ would require an EU Member 3tate to
supply otner Member States with details of payment of interest made by “paying agents” within ils
jurisdiction to individuals resident in other Member States.

Taxation in the Federal Republic of Germany

This Section “Taxation in the Federal Republic of Germany'’ containg a brief summary of a number of key
German taxation principles which are or could become relevant in relation to notes. It does not present
any comprehensive or complete description of all aspects of tax laws which could be reievant to
noteholders. The sumrmary is based on current German law at the time of preparation of this Oifering
Circular whereby tax regulations may change at any time. It is recommended that prospective investors in
notes should consult their tax advisors regarding the tax consequences of any purchase, the cwnership
and disposal or cost-free transfer of notes. Only a tax advisor is in a position to adequately assess also
the particular tax position of the individual nateholder.

Taxation of interest payments

Since January 1, 1993 a capital yield tax on interest paymenis {‘Zinsabschlagsteuer”) has been
imposed in the Federal Republic of Germany. As long as any Notes are depaosited with a German credit
institution or with the German branch of a foreign credit institution, a 30% capital yield tax on interest
payments on such Notes will be imposed on tax residents in the Federal Republic of Germany
{"'Steuerinidnder’'). Since January 1, 1895, an additional sclidarity surcharge on the capital yield tax
which amounts to 5.5% (''Sofidaritdtszuschlag’™) is imposed. The solidarity surcharge then amounts to
1.65% of the interest payment (5.5% of 30%). These interest payments are generally exempt from
Gerran capital yield tax for persons who are not residents for tax purposes in the Federal Republic of
Germany (‘Steuerausldnder’) unless such investments are part of German operating assets of a person
who is net resident for tax purposes.

If interest coupons are presented for payment, a 35% capital yield tax and an additional solidarity
surcharge in the amount of 1.825% (5.5% of 35%) of the Interest payment will be imposed on the holder
thereof, regardless of whether such helder is tax resident or not.

For tax residents a tax-allowance for income derived from capital investments (“Sparerfreibetrag’) at
present in the amount of DM 6,000/DM 12,000 (in the case of married couples wha file a joint tax return)
is granted, which will be reduced for assessment periods from the year 2000 on to DM 3,000/DM 6,000.
Up to the amounts menticnad above plus a lump-sum professional expenses allowance of DM 100/
DM 200 interest can be paid without the imposition of a capital yield tax if the paying agency has received
an exemption instruction {‘Freistellungsauftrag”) to that respect. The same applies if it is assumed that
there will be no incorme tax assessment provided that the paying agency is presented a non-assessment
certificate ("‘Nichtveraniagungs (NV)-Bescheinigung’). Additionally, since January 1, 1994 accrued
interest ("'Stlckzinse’") being paid in the same calendar year as the interest payment can pe taken into
account up to the amount of the interest paymenrt for purposes of the income or corporation tax
assessment when held in safe custody.

The capital yield tax on interest payments and the solidarity surcharge imposed in the Federal Republic of
Germany as well as the EU-wide standardized withholding tax proposed by the EU Commission
according to a “"Council Directlive to ensure a minimum of effective taxation of interest income within the
EU” (“"Vorschiag fir eine Richtlinie des Rates zur Gewdhrleistung eines Minimums an effextiver
Besteuerung von Zinsertrdgen innerhalb der Gemeinschaft”"—KOM (7998) 295 endg.—98/0194
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(CNS) ) from the European Commission as of May 20, 1998 do not constitute withholding taxes within
the meaning of the Terms and Conditions of the Issue.

Other taxes

No German capital transfer tax, value added tax, stamp duty or any similar tax or duty is levied on the
purchase, sale or assignment of notes.

Noteholders should consult their tax advisors regarding the tax consequences of any purchase or sale of
the Notes.

According to Section 6 paragraph 1 of the Terms and Conditions of the Issue, the Issuer undertakes to
pay additional amounts in the case of withholding at source of taxes, fees or duties in the Federal
Republic of Germany in order that the redemption of the Notes can be effected at the whole nominal
amount. Certain exemptions according to Secticn 6 paragraph 2 of the Terms and Conditions of the Issue
apply.

Prospective purchasers of the Notes are advised to consult their own tax advisers as to the
consequences of a purchase of Notes under the tax iaws of the country of which they are
residents, including the consequences of receipt of interest and the sale or redemption of the
Notes.
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Subscription and Sale

Drescner Bank AG London Branch {the ''Bank’') has, pursuant to a subscription agreemeant (the
“Subscription Agreement'") dated 12 January, 2000 agreed with the Issuer and the Guarantor, subject to
satisfaction io certain conditions, to subscribe and pay for the Notes at the issue price of 97.824% of the
principal amount thereof less a combined management and underwriting commission of 0.275% of the
principal amount of the Notes for its services. In addition, the issuer has agreed to reimburse the Bank for
certain of its expenses in connection with the issue of the Notes.

The Subscription Agreement entitles the Bank and the Issuer to terminate it in certain circumstanges prior
to payment being made to the Issuer.

Selling Restrictions
{1) The Bank

(a) represenis and agrees that it will not offer or sell any Notes or distribute any offering material
in any other country or jurisdiction except under circumstances that will result in compliance
with any applicable laws and reguiations;

(b) acknowledges that the Notes are subject to and undertakes to comply with the restrictions
provided in the German Offering Prospectus Law {Verkaufsprospektgesetz).

(2) {(a) The Notes have not been and will not be registered under the United States Securities Act of
1933 as amended (the “Secuwrities Act”) and may not be offerad, or sold within the United
States or to, or for the account or benegfit of, U.S. perscns except in accordance with
Regulation S under the Securities Act or pursuant to an exemption from the registration
requirements of the Securities Act. The Bank represents that it has offered and sold the
Notes, and agrees that it will offer and sell the Notes (i) as part of its distribution at any time
and (i) otherwise until 40 days after the later of the commencement of the offering and the
Closing Date, only in accordance with Rule 903 of Regulation S under the Securities Act.
Accordingly, neither the Bank, its affiliates nor any persons acting on its behalf have engaged
or will engage in any directed selling efforts with respect to the Notes, and it and they have
complied and will comply with the offering restrictions requirements of Regulation S. The Bank
agrees that, at or prior to confirmation of sales of Notes, it will have sent to each dist-ibutor,
dealer or persen receiving a selling concession, fee or other remuneration that purchases
Notes from it during the restricted period a confirmation or nctice to substantially the following
effect:

“The Securities cavered hereby have not been registered under the U.S. Securities Act of
1933 as amended (the ''Securities Act’’) and may not be offered or sold within the United
States or to, or for the account ar benefit of, U.S. persons (i) as part of their distribution at
any time or (i) otherwise until 40 days after the later of the commencement of the cffering
and the Closing Date, except in sither case in accordance with Regulation 5 under the
Securities Act. Terms used above have the meaning given tc them by Regulation S.”

Terms used in the above Paragraph have the meaning given to them by Reguiation S.

(b} The Bank agrees that, except to the extent permitted under U.8. Treas. Reg.
Section 1.163-5(c) (2) (i) (D) (the “D-Rules"),

(i it has not offered or sold, and during the restricted period will not offer or sell, Notes in
bearer form to a person who is within the United States or its possessicns or to a Linited
States person, and

(i) it has not delivered and will not deliver within the United States or its possessions
definitive Notes in bearer form that are sold during the restricted period.

(c)y The Bank represents and agress that it has and throughout the restricied period will have in
effect procedures reasonably designed to ensure that its employees or agents who are
directly engaged in selling Notes in Bearer form are aware that such Notes may not be cffered
or soid during the resiricted period to a person who is within the United States or its
npaossessions or to a United States person, excent as permitied by the D Rules.
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(d) Each Bank which is a United States person represents that it is acquiring the Notes in bearer
form for purposes of resale in connection with their ariginal issuance and that if it retaing
Notes in bearer form for its own account, it will only do so in accordance with the requirements
of U.S. Treas. Reg. Section 1.183-5{c) (2) (i) (D) (6).

The Bank agreos that, with respect to each affitiate that acguires from it Notes in bearer form
for the purpose of offering or selling such Notes during the restricted period, it gither

(i) repeats and confirms the representations and agreements contained in Sub-
paragraphs {b), {c) and {d) above on its behalf, or

(i) will obtain from such affiliate for the benefit of the Issuer the representations and
agreements contained in Sub-paragraphs (b}, {c) and (d) above,

Terms used in Sub-paragraphs (b} to {d) have the meaning given to them by the U.S. internal Revenue
Code and regulations thereunder, including the D-Rules

{3} The Bank represents and agrees that:

{a) H has not offered or sold and prior to the date six months after the date of the issue of the
Notes will not offer or sell any Notes to persons in the United Kingdom except to persons
whose ordinary activities involve them in acquiring, hoiding, managing or disposing of
investments (as principal or agent) for the purposes of their businesses or otherwise in
circumstances which have not resutted and will not resuit in an offer to the public in the United
Kingdom within the meaning of the Public Offers of Securities Reguliations 1996;

{b) it has complied and will comply with all applicable provisions of the Financial Services Act
1886 with respect to anything done by it in relation to the Notes in, from or otherwise involving
the United Kingdomy; and

{c) it has only issued or passed on and will only issue or pass on in the United Kingdom any
dacument receivad by it in connection with the issue of the Notes to a person who is of a kind
described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisernants)
{Exemption} Order 18968 (as amended) of is a person to whom such document may
otherwise lawfuily be issued or passed on.
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General Information

Application has been made to the London Stock Exchange for the Notes to be admitted to the
Official List subject only to the issue of the temporary global note. It is expected that listing of the
Nates will be granted on or around January 14, 2000.

The Notes have been accepted for clearance through Euroclear and Cedelbank. The preliminary
Common Code for the Notes is 010580404 and the preliminary I1SIN number for the Notes is
XS 0105804040, After the exchange of the Temparary Global Note for definitive Notes, which may
be represented by one or more collective notes to be exchanged for definitive Notes to and upon
request of the relevant Noteholder, the Notes will become fungible with the Criginal Notes. The
Cormmon Code for the Notes will then be 10023351 and the ISIN number will be XS 100233518.

The lssuer will mainiain a Paying Agent in the United Kingdom and in Luxembourg uniil the Notes
are repaid.

The Issuer and the Guarantor have obtained all necessary consents, approvals and authorisations in
connection with the issue of the Notes and the giving of the Guaranies. Tha issue of the Notes was
authorised by resoclution of the Board of Directors of the Issuer passed 12 January 2000.

Save as disclosed herein, there has been no material change in the financial or frading position of
the Issuer and the Guarantor since December 31, 1998 nor has there been any material adverse
change in the financial position or prospects of either the issuer and the Guarantor since
December 31, 1998.

The Notes and any Interest Coupons will bear the following legend: ""Any United States person who
halds this obligation will be subject to limitations under the United States income tax laws, including
the limitations provided in Sections 165(]) and 1287 (a) af the Internal Revenue Code.”

The financial statements of the Issuer for the period from incorporation to December 31, 1997 and
for the fiscal year ended December 31, 1998 have been audited by KPMG in accordance with
generally accepted auditing standards and certified without gualification. The financial statements
of the Guarantor for the fiscal years ended December 31, 1996, 1997 and 1998 have been audited
by KPMG Deutsche Treuhand-Geselischaft Aktiengeselischaft—Wirtschaftsprifungsgesetlschaft in
accordance with generally accepied accounting principles and practices in the Federal Republic of
Germany who have issued for each year their ungualified opinion.

Copies of the following documents together with Engiish translations may be inspected at the
specified offices for the time being of the Paying Agent and the Listing Agent in London, during
usual business hours on any day (Saturdays, Sundays and public holidays excepted}):

{a) the Memorandum and Articles of Association of the Issuer;

(bj the Articies of Association (Satzung) and the excerpt of the commercial register
(Handelsregisterauszug) of the Guarantor;

{¢) the Annual Financial Statements of the Issuer for the fiscal years ended December 31, 1997
and 1998;

(d) the Annual Report of the Guarantor for the fiscal years ended December 31, 1997 and 1998
together with the Interim Report of the Guarantor for the nine months pericd ended
September 30, 1999 and the Shareholder’s Letter for the fiscal year ended December 31,
1898,

{e) the Subscription Agreement;

(fy the Guarantee;

(g) the Paying Agency Agreement and

(h) the Fiduciary Agreement.
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