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Sustainable management

For us, sustainability is about shaping the future of the

BMW Group. In 2016, the company celebrated its 100th

centenary. This important milestone provided a unique

opportunity for us to look to the future and to present

our ideas for the mobility of tomorrow - with our four
Vision Vehicles.

We view sustainability — not just in our vehicles, but

throughout the entire value chain - as a basic require-

ment for tomorrow’s individual mobility and ensuring
its social acceptability.

We believe the only way to achieve success in the long
term is through sustainable action.

We remain committed to the principles of the United

Nations Global Compact and have systematically imple-

mented its Ten Principles at all locations worldwide

since 2001. Our sustainability strategy also supports the

Sustainable Development Goals adopted by the United
Nations in autumn 2015.

Sustainability has not just become a success factor for
business. It is increasingly a question of individual life-
style. A sustainable lifestyle is viewed as a personal en-
richment and represents a conscious decision for many
people worldwide. Today, emissions and the raw mater-
ials and other resources used in production are a con-
sideration in many customer purchases.

Harald Kriiger

Chairman of BMW AG’s Board of Management
at aworkshop for young talent.
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The BMW Group has therefore set itself ten long-term sus-
tainability goals encompassing the entire value chain.

Our vehicles with Efficient Dynamics technology, plug-
in hybrid drivetrain or electric engine - combined with
innovative mobility services - lay the foundation for our
business success. Our production focuses on the efficient
use of resources, which helps the environment and lowers
costs. Our wide variety of different community, social and
cultural projects around the world also make an important
contribution to securing the company’s long-term reputation.

As we work to reduce the CO, emissions of our vehicle
fleet, electromobility will play a significant role.

Our Strategy NUMBER ONE > NEXT underlines our strong
commitment to electrified drivetrains. We will be increas-
ing the share of electrified models across all brands and
model series. To date, we have already sold more than
100,000 electric vehicles and plug-in hybrids. We now aim
to achieve this same figure in 2017 alone. In this way,
we are helping to reduce greenhouse-gas emissions and
improve air quality.

One of our tasks is to rethink urban mobility. For this rea-

son, our experts reached out to stakeholders in different

cities around the globe last year to discuss specific chal-

lenges and possible solutions. Input from our stakehold-
ers is constantly fed into our strategy process.

We are responding to the individual mobility requirements

of people in cities with innovative solutions, like our

DriveNow and ReachNow car-sharing services. These of-

ferings will be expanded as part of Strategy NUMBER
ONE > NEXT.

For the BMW Group, this is “year one” after the centenary.
We aim to succeed with our business model for premium
mobility and premium services in the future. Sustainabil-
ity is therefore an integral part of our thinking and actions.

This approach is in line with our values of trust, openness,
appreciation, responsibility and transparency. It is an-
chored in our Strategy NUMBER ONE >NEXT and re-
flected in our efficient value creation and emotional prod-
ucts - in the interests of our customers, all our associates
and our partners in society and business around the world.

Harald Kriiger
Chairman of the Board of Management of BMWAG
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AN OVERVIEW OF THE BMW GROUP

Profit before tax
in 2016 in € million

9,665

2 2016

9,224

2015

Research and development
expenditure in 2016 in € million

5,164

N 2016

5,169

2015

Our business model

Vision 2020

"The BMW Group is the
most successful and
sustainable premium
provider of individual
mobility.”

BMW Group employees in 2016

number

124,729

A 2016

122,244

2015

- GRIG4-9

Automobiles
and motorcycles

Brands: BMW, Mini, Rolls Royce
31 production and assembly
facilities in 14 countries
Around 6,000 dealerships in
over 150 countries

N0

Mobility
services

td ChargeNow % DriveNow

N

Financial
services

in over 150 countries

Sales volume
automobiles in 2016 in thousand units

2,367.6

A 2016

2,247.5

2015

CO, emissions of BMW Group
automobiles in 2016 in g/km*

124

N 2016

127
2015

*Fleet consumption of newly registered vehicles in Europe (EU-28)

Investment in further education
and training in 2016 in € million

3952

— 2016

352

2015
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VALUE CHAIN

RESEARCH
AND DEVELOPMENT

SUPPLY CHAIN

PRODUCTION

LOGISTICS
AND TRANSPORT

SALES
AND UTILISATION

QQ%M%%T%Q!”%EE%%

DISPOSAL
AND RECYCLING

of products and services

MAIN ACTIVITIES

of vehicles and services

Development of innovative,
fascinating cars, motorcycles
and services

— Vehicle design

— Series development
— Production planning

AREAS OF ACTION

Global cooperation with
suppliers to create

— Modules/systems
— Components

— Parts

— Raw materials

Manufacturing of cars and

motorcycles by a highly expert

and diverse workforce

— Engine construction
— Bodywork

— Paintwork

— Assembly

— Quality control

Securing customer-oriented
transport logistics in the
network of

— Suppliers

— Plants

— Dealerships worldwide
through the seamless
combination of various
modes of transport

Range of premium products
and services for individual
mobility through

— Coordination of a world-
wide dealership/repair
shop network

— Implementation of a coord-
inated and target-group-
oriented marketing mix

— Provision of financial
services

Recovery and dismantling of
vehicles for

— Reuse
— Recycling and disposal

of vehicle components and

materials

— Environmentally friendly
product design

— Design for recycling

— Development of more
efficient and alternative
drivetrains (Efficient
Dynamics strategy)

— Planning and development
of new mobility services

— Connected Drive, digital
networking

— Life Cycle Engineering

— Guarantee cyber-security
and data protection

- GRIG4-12

— Implementation of
environmental and
social standards in the
supply chain

— Promotion of transparency
and resource efficiency
in the supply chain

— Purchase of raw materials
from environmentally and
socially friendly sources

— Purchase of renewable raw
materials and materials

with sustainable character-

istics, e.g. secondary
aluminium

— Reductionin resource
consumption
(energy, water, waste)

— Reduction in environ-
mentally damaging waste
water and emissions

— Use of recycling material

— Promotion of lifelong
learning and the develop-
ment of key skills among
employees

— Promotion of diversity
within the company

— Creation of aworking
environment that fosters
long-term health
and high performance

— Production in the
sales markets

— Increase in the share
of modes of transport
with low emissions

— Optimisation of capacity
utilisation of transport
modes

Promotion of sustainable
mobility behaviour patterns
based on

— Information (e.g. vehicle
fuel consumption data)
and training in fuel-
efficient driving

— Connected Drive

— Mobility services in the
area of electromobility,
e.g. 360°ELECTRIC

— Car-sharing products
(DriveNow)

— Mobility assistance
services

— Mobility services to
promote intermodal
mobility

— Expansion and manage-
ment of a network for
vehicle recovery and
recycling

— Research on recycling
and second life use
of components (e.g.
carbon-fibre-reinforced
plastic and batteries)
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KEY SUSTAINABILITY INDICATORS

Five-year overview of key sustainability indicators

Change to

2012 2013 2014 2015 2016  previousyearin %
BUSINESS ACTIVITIES
Revenues (in € million) 76,848 76,059 80,401 92,175 94,163 2.2
Profit before tax (in € million) 7,803 7,893 8,707 9,224 9,665 4.8
Sales volume automobiles (in thousand units) 1,845.2 1,963.8 2,118.0 2,247.5 2,367.6 5.3
PRODUCTS AND SERVICES
CO, emissions of BMW Group Automobiles (EU-28) (in g/km) 138 133 130 127 124 -2.4
Sales of electric and electrified vehicles (number)? — 311 18,000 32,000 62,000 93.8
DriveNow and ReachNow users (number)?2 75,000 214,000 395,000 579,000 853,000 47.3
PRODUCTION AND VALUE CREATION
Energy consumption per vehicle produced (in MWh/vehicle) 2.41 2.36 2.25 2.19 2.21 0.9
Water consumption per vehicle produced (in m3/vehicle) 2.22 2.18 2.18 2.24 2.25 0.4
Process waste water per vehicle produced (in m3/vehicle) 0.51 0.47 0.47 0.45 0.42 -6.7
CO, emissions per vehicle produced (in t/vehicle) 0.72 0.68 0.66 0.57 0.54 -5.3
Waste for disposal per vehicle produced (in kg/vehicle) 6.47 5.73 4.93 4.00 3.51 -12.3
Volatile organic compounds (VOC) per vehicle produced
(in kg/vehicle) 1.78 1.59 1.29 1.22 1.14 -6.6
Share of renewable energy purchased from third parties (in %)3 36 48 51 58 63 8.6
Share of production-relevant purchasing volume in the CDP
Supply Chain Programme (in %) — — 45 53 69 30.2
EMPLOYEES AND SOCIETY
BMW Group employees at end of year (number) 105,876 110,351 116,324 122,244 124,729 2.0
Attrition rate at BMW AG (as a percentage of workforce) 3.87 3.47 1.41 2.08 2.70 29.8
Share of women in the entire workforce of the BMW Group (in %) 16.8 17.4 17.8 18.1 18.70 3.3
Share of women in management positions at BMW Group (in %) 12.7 13.8 14.2 14.5 15.30 5.5
Average days of further training per BMW Group employee
(days per employee) 3.7 3.5 3.9 4.1 3.80 -7.3
Accident frequency at BMW Group
(per one million hours worked) 5.8 4.8 5.1 4.4 4.00 -9.1
Expenditure on donations by the BMW Group (in € thousand) 9,638 8,485 10,199 17,066 70,356 312.3
Expenditure on corporate citizenship (in € thousand) 31,979 28,944 34,524 39,109 87,837 124.6

1 Plug-in hybrid and battery-driven electric vehicles. From 2014 onwards rounded up/down to the nearest thousand.

2 Rounded up/down to the nearest thousand.

3 Calculated based on volumes of green energy purchased as well as the conservative calculation of country-specific energy shares from renewables purchased from third parties. (Modification in calculation
method for Germany and Austria since 2012 and for the UK since 2016 due to use of transparency data in supplier invoices.) Figures from 2015 onwards not directly comparable to figures for 2012-2014. Figures

from 2015 onwards include all BMW Group production locations as well as corporate functions, development and administration in Munich/DE.
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1.0
STRATEGY

OUR VISION

The BMW Group is the world’s most successful and sustain-
able premium provider of individual mobility.

In order to make sure we are fit for the future, we continu-
ously integrate sustainability into our business model and
consolidate this integration. We see global sustainability
challenges as an opportunity to develop innovative prod-
ucts and services. In this way, sustainability makes a
long-term contribution to the business success of the
BMW Group. Our innovations are not only developed to
enhance the benefits of our customers - we also want them
to have a positive impact on society and the environment.

Taking social and environmental responsibility for all we
do is an integral part of how we perceive ourselves as a
company. We are convinced that the lasting economic suc-
cess of any enterprise in today’s world is based increas-
ingly on acting responsibly and ensuring social acceptance.
We want to achieve a clear competitive advantage in the
long term with efficient and resource-friendly production
processes and state-of-the-art solutions for sustainable in-
dividual mobility for our customers. For this reason, sus-
tainability is a key component of our corporate Strategy
NUMBER ONE > NEXT.

We unveiled the new corporate Strategy NUMBER ONE >
NEXT in 2016 in order to set the course for a successful
future. The consistent integration of sustainability in our
strategy is made visible by the activities along the value
chain described in this report - ranging from the sustain-
ability challenges in the procurement process to the de-
sign of our products through to the establishment of new
business areas, with sustainability integrated into the rel-
evant business model.

Strategy NUMBER ONE > NEXT

- F1.01
Mission
Competitive
edge
STRATEGY \¢

NUMBER ONE N E)tT Strategic
approach
Culture
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Sustainability is a key component of the strategic approach

to Strategy NUMBER ONE >NEXT and makes an impor-

tant contribution towards our competitive edge. The sus-

tainability strategy is consistent with the corporate strate-

gy and pursues the thorough integration of sustainability.

The development of our sustainability strategy is based on

the identification of key issues. The results of this material- - bi See

ity analysis are shown in the materiality matrix >. On this ,_,  page15

basis, we regularly review our strategic aim as well as our figure 1.02 e

sustainability targets and measures. infobox on
page 14

This report expands on the sustainability strategy. The re-

port is structured along the long-term sustainability goals

of the BMW Group. The weighting of topics is based on the

materiality analysis.

Identifying key issues

In order to identify in good time which topics may bring
opportunities and risks to our business today or in the fu-
ture, and to focus our activities accordingly, we use an
“environmental radar” to scan external trends on an on-
going basis. In doing so, we observe both the public dis-
course and the political agenda, for example the World
Climate Conference - and the Sustainable Development
Goals . In addition, we regularly carry out a materiality
analysis in order to identify relevant issues. To do this,
we analyse the importance of current sustainability topics,
both from the perspective of different stakeholder groups
as well as that of the company. The changes picked up by
the environmental radar form the basis for identifying
topics and validating the results of the materiality process.
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Materiality analysis

In 2015, a survey was carried out among internal experts,
and telephone interviews were held with 13 representative
stakeholders as part of the review process to get an update
on how the topics are seen from an external perspective.
Customers, suppliers, investors, authorities, NGOs and sci-
entists from different regions of the world were among
the interviewees. In addition, the topics were reviewed by
internal BMW Group experts who are in regular contact
with the main stakeholders. The list of topics for evalu-
ation was updated based on the BMW Group’s list of topics
from 2013, the stakeholder dialogues, the - GRIG4 Guidelines,
the - UN Global Compact, the main topics of the - Sustainability
Accounting Standards Board (SASB) and the — UN Sustainable Devel-
opment Goals (SDG).

-> see
figure 1.02

- see
chapter 5.4

The analysis was accompanied by an internal document
analysis of the sustainability context. To get an update
from an internal perspective, we carried out a materiality
workshop and prioritised relevant sustainability topics
from the perspective of the BMW Group. The relevant cor-
porate areas (including strategy departments of the div-
isions) as well as corresponding executives subsequently
validated the materiality matrix. > GRiG4-18

The review process resulted in the revised materiality mat-
rix. Topics that both stakeholders and the BMW Group con-
sidered highly material were rated in the matrix as highly
relevant. Furthermore, topics considered to be among the
three most important by one of the stakeholder groups
surveyed were also included. These additionally included
topics are marked in the materiality matrix with an aster-
isk. All in all, the analysis identified 19 topics as highly
material . > GRIG4-19, GRI G4-26, GRI G4-27 These topics were also
valid in 2016. Selected topics from this list were discussed
in dialogue with our stakeholders .


https://www.globalreporting.org/information/g4/Pages/default.aspx
https://www.unglobalcompact.org/
http://www.sasb.org/
http://www.sasb.org/
https://sustainabledevelopment.un.org/?menu=1300
https://sustainabledevelopment.un.org/?menu=1300
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Materiality matrix

- F1.02
High
relevance
High
materiality
- Strategy
/]\

Medium
materiality

Water consumption

Relevance for the stakeholders

Low
materiality

Development of local companies
Biodiversity

Corporate volunteering
Donations and philanthropy

Corporate citizenship

Low
relevance

Low
relevance

Air emissions from value creation*
— see chapter 3.1

Waste and waste water
Use of urban space

Responsible marketing and
product communication

Fuel efficiency and CO, emissions
of vehicles* —> see chapter 2.1

Energy efficiency and CO, emissions
from value creation* -> see chapter 3.1, 3.2

Pollutant emissions

of vehicles* - see chapter 2.1 Alternative drivetrain

. technologies * - see chapter2.2
Occupational health and

safety* — see chapter 4.1 Product safety* —> see chapter 5.2
Connected and autonomous
driving* - see chapter 2.3

Environmental and social standards in the supply
chain/sustainable sourcing* —> see chapter 3.3

Mobility concepts and services*

Human rights* - see chapter 5.3
- see chapter 2.3
Prevention of corruption and anticompetitive

behaviour* —> see chapter5.3 Data protection* —> see chapter2.3

Attractive workplace, talent attraction and
retention* —> see chapter 4.2

Diversity and equal opportunity*
- seechapter4.2,4.3

Customer satisfaction* — see chapter 5.1

Employee development,
and training* —> see chapter 4.2

Socio-economic impacts
onsociety* —> seechapter4.4,5.4

Design for Recycling* —> see chapters 2.1,2.2, 3.1

\Z | Responsible financial services

Employee/management
relations

Efficient use of resources
invalue creation

Political involvement

<& Relevance for the BMW Group -

High
relevance

Q Search
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Further information: - ldentified material aspects and boundaries

*These areas were rated highly material, as they were among the three topics the respondent stakeholder groups considered most important.
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Pursuing long-term sustainability goals

The BMW Group has set itself ten strategic sustainability
goals running through to 2020. The goals focus on three
areas:

— Products and services
=— Production and value creation
— Employees and society

BMW Group sustainability goals
- F1.03

Mobility patterns

holistic approach
to premium
electromobility

- chapter2.3

§ g —> chapter2.2 —> chapter 3.1
=)
o 5
N )
(Y 3
S é”“ g Reduced by at least Leaderin using
QQ N . 50% in the European renewable energy for
Q& $ 8 new vehicle fleet production and
Q base year 1995 . value creation
@ (baseyear 1999) The BMW Group is
7\ - chapter 2.1 - chapter3.2
the most successful
and sustainable premium
, provider of
Leaderin . R oo Increase transparency
intercultural individual moblhty. and resource
% g understanding efficiency in the
ﬁ .
% [ — chapter4.4 supply chain
‘?& %’ — chapter3.3
9 ‘e
2.5 5
2% g
aR Increase diversity Foster individual d):

within the company and

enhance innovative .
tap into young

Permanent change as a
result of integrated mobility
o services in selected
Leader in taking a metropolitan areas

Find employees,

strength environment
talent, develop
- chapter4.3 potential and secure - chapter4.1
D employability
)
I/‘e’ ) - chapter4.2
81[
P

Water, energy, waste,
solvents per vehicle
reduced by 45%
(base year 2006)

responsibility and
design the working

Long-term employee
development
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Our vision of being the most successful and sustainable
premium provider of individual mobility sets out the
framework for our goals and measures: the BMW Group
integrates sustainability along the entire value chain and
into all basic processes - thus creating added value for the
company, the environment and society. - GRIG4-14

Aside from our ten long-term goals, we continuously ad-
dress the existing sustainability issues and challenges that
are topics of much discussion among the general public.
Some examples of this would be our positions on the global

-> see
chapter 2.1

- see
chapter 2.2

regulation of CO, and contaminants - and on positive
framework conditions for electromobility -. We also con-
sider the results of our materiality analysis in the continued
development of the sustainability goals. The 2015 materi-
ality analysis confirmed that we are covering the relevant
topics with our long-term sustainability goals. We will con-
sider new topics in the matrix such as “autonomous driving”
more closely in future. The challenge is to master the abil-
ity to keep long-term goals in focus, while new topics in-
creasingly gain more relevance.

Sustainability goals of the BMW Group
contribute to Sustainable Development Goals
(SDGs)

In autumn 2015, the General Assembly of the United Nations adopted
the - Sustainable Development Goals (SDGs). The SDGs are at the
core of the 2030 Agenda, a global action plan with the aim of shaping
economic progress in an ecologically compatible manner and in ac-
cordance with social equity. The BMW Group welcomes the SDGs and
is committed to supporting the goals formulated within them as part of
its sustainability strategy, with a focus on its value chain.

We are convinced that companies, governments and other organisations
can make a positive contribution towards the attainment of the SDGs.

On the basis of our materiality matrix in 2016, we have analysed which
SDGs are a priority for the BMW Group. The following Sustainable
Development Goals currently have the highest level of priority in our
strategic orientation: SDG 13 — Climate Action, SDG 11 — Sustainable
Cities and Communities and SDG 12 — Responsible Consumption and
Production.

With our involvement in the areas of CO, emissions - chapter 2.1,
electromobility -> chapter 2.2, mobility trends -> chapter 2.3, re-
source consumption -> chapter 3.1, renewable energy - chapter 3.2
and sustainable, resource-efficient supply chain > chapter 3.3, these
SDGs are the focus of our action.

Below are some selected examples:

— SDG 13 - Climate Action: we continuously reduce the CO, emissions
of our vehicle fleet. Electromobility is an essential component of our
CO, strategy. We continuously increase the proportion of electrified
drive systems in our model range and therefore not only make a
contribution towards the reduction of greenhouse gas emissions,
but also towards improved air quality in urban areas.

— SDG 11 - Sustainable Cities and Communities: with our integrated
mobility services, we want to change mobility trends in selected
metropolitan areas in a sustainable way. We provide innovative so-
lutions to improve urban mobility. These include our car-sharing
services DriveNow and ReachNow, which increasingly include elec-
tric vehicles, as well as the electric scooter especially designed for
commuter traffic in cities. Furthermore, we specifically promote the
development of other innovations in the context of urban mobility,
for example as part of the new accelerator URBAN-X which supports
young companies with solutions for large cities.

— SDG 12 — Responsible Consumption and Production: we continu-
ously reduce CO, emissions and resource usage per vehicle pro-
duced. In supplying our locations worldwide, we are increasingly
focusing on renewable energy, among other things, and are also
trying to increase resource efficiency with our supplier network.



http://www.un.org/sustainabledevelopment/sustainable-development-goals/
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BMW Group and the Climate Conference
in Marrakech

The 22nd UN Climate Change Conference took place in Marrakech in
November 2016. At the last climate summit in Paris, 195 countries
committed to operating without a negative effect on the climate in the
second half of this century.

Following this success, the task in Marrakech was to bring the agree-
ments to life. To this end, a schedule for the implementation of the Paris
Agreement was worked out in the course of the conference. Developed
and developing countries formed a partnership to foster more climate
protection.

The BMW Group actively participated in numerous discussions and side
events during COP22 (COP, Conference of the Parties). High-level com-
pany representatives discussed challenges and possible solutions for
urban mobility in the Sustainable Innovation Forum 2016. The BMW Group
has been contributing to world climate conferences with its expertise
since 1992. It will also advocate the development of sustainable mobil-
ity across the globe in the future.

The BMW Group discussed urban mobility with high-level corporate executives
at the Sustainable Innovation Forum 2016.

- see
chapter 2

Integrating sustainability

We integrate sustainability into our corporate strategy,
business model and value chain at all levels to ensure suc-
cess in the long term, extending from the design of ve-
hicles and services across the supply chain, production and
responsibility for our employees, the use of products and
services by our customers, through to recycling of vehicles.
Moreover, sustainability is deeply embedded in our com-
pany culture. One of our values is taking responsibility -
for ourselves, for others, for the company and for society.
In light of this, a group of employees founded the
BMW Group Connected Culture Club, a voluntary initia-
tive to shape the company culture of the BMW Group in a
sustainable way, through their own efforts.

Examples of integrating sustainability

into the company

The following sections and chapters will provide some ex-
amples that describe in more detail how sustainability con-
tributes towards the business success of the BMW Group.
> GRIG4-2

— Achieving a competitive edge through our
Efficient Dynamics strategy
Strategic corporate planning leads to long-term success.
The competitive edge achieved based on the Efficient
Dynamics development strategy, which was launched
in the year 2000, is one of the reasons why in 2016
the BMW Group had its sixth consecutive record year .

— Increase revenues through innovative products
and mobility services
Investments in innovative mobility concepts made
a considerable contribution towards the company’s
business success in 2016. One indicator that this is
the case is that 25,528 BMW i3 and 3,752 BMW 8 vehi-
cles were sold in the year under report. A total of
100,000 electric vehicles (hybrid electric and plug-in
vehicles) were sold between 2013 and 2016. At the
end of 2016, just over 853,000 customers (2015: 579,000)
were registered with our car-sharing services
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DriveNow (worldwide) and ReachNow (in the USA) -

an increase of around 47 %. With these products and Involving employees and
solutions, the BMW Group also puts our fleet custom- fostering innovation
ers in a better position to reach their CO, targets >. > see
chapter2
1 The BMW Group encourages employees to realise their own ideas and

— Reducing costs through resource efficienc ) . i .
8 8 y develop internal innovations. As part of the Innovationswerk accelera-

- Strategy Efficient use of resources reduces risks that can be tor programme, they get the chance to generate new products, services
generated by availability bottlenecks and fluctuations and business models. Employees can introduce their ideas via a crowd-
in price. In addition, it makes a direct contribution sourcing platform and have cross-functional discussions. The programme
towards the result by reducing costs, while at the same promotes teambuilding in order to create internal start-ups.
time being good for the environment. Between 2006 Promising teams are supported in the Innovationswerk accelerator pro-
and 2016, we were able to significantly reduce energy gramme for twelve weeks, each with a trainer, mentors as well as inter-
and water consumption, waste and VOC emissions nal and external experts on start-up strategies. The accelerator offers

employees the chance to make their own ideas a reality. Furthermore,
future executives will be trained to take agile approaches in order to
work more innovatively. In 2016, the Innovationswerk accelerator stream-

per vehicle produced in the BMW Group’s worldwide
production network. Although additional costs total-

ling €2.8 million were generated due to a slight lined seven teams and their ideas and contributed towards the develop-
increase in energy and water consumption during ment of an “agile innovation culture” in the BMW Group.
the reporting period, we have achieved cost savings
of €155.3 million since 2006 —. > see
chapter 3

— Remaining competitive through
sustainable HR policies
In 2016, the BMW Group was able to further consoli-
date its position as one of the most attractive employers
worldwide. Our leading role in the area of sustain-
ability ensures that our employees are satisfied and Video with Ursula Mathar, Head of Sustainability and Environmental
boosts their identification with the company and its Protection at the BMW Group.
products. The resulting low attrition rate enables us to
keep HR recruitment costs low. In addition, it is our
experience that a satisfied workforce leads to higher

levels of productivity —>. > see
chapter4

2016 from a sustainability perspective,
in 120 seconds

-> www.bmwgroup.com/svr-video-en
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Recognition of sustainability performance

Our sustainability performance has received positive ratings

from renowned rating agencies. In 2016, the BMW Group
again ranked high in several sustainability indices and re-
ceived a number of awards . > see
figure 1.04
- Strategy
Sustainability ratings 2016
- F1.04
RATINGS
EVALUATION AND RESULTS
In 2016, the BMW Group took first place in the automotive In the -> CDP, the BMW Group achieved a top mark A for climate  In 2016, the BMW Group was again listed on -> FTSE4Good,
industry on the -> Dow Jones Sustainability Indexes (DJSI)  protection measures. This makes the BMW Group one of only an index of the British index family on sustainability and corporate
for the third time in a row and is now the only automotive two companies worldwide that have been awarded an Ainthe  governance provided by FTSE in London.

company that has been continuously listed on the index since CDP for the seventh time in a row.
the very beginning.
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STAKEHOLDER

INPUT

ACHIM STEINER

Director,

Oxford Martin School

What challenges does an automotive company with
a global reach have to face in today’s world?
Globalisation has been the defining trend for the global

economy in recent decades. Now, it seems the political
conditions underlying economic activity are harder to
predict, which demands huge flexibility on the part of
companies operating at a global level. And it has become
all the more important for them to stay on track with
regard to one of the most important challenges, regard-
less of the passage of time: climate change. If global
warming is to be kept to less than 2 °C higher than pre-
industrial levels, as has now been set down in law,
transportation will have to be decarbonised in future.
Plainly and simply, this means that automotive companies
must realign their business models. Zero-emission
vehicles will be the only way to remain competitive in
tuture, together with mobility services in particular.
The yardstick will be the ability to offer climate-neutral
kilometres as a service. The privately owned car as a
product will become less important, at least in cities.

In your view, why must carmakers focus on
“sustainable mobility” for the long term?

Sustainable mobility can mean only one thing: respect-
ing the non-negotiable limits that are imposed on our
mobility and traffic behaviours by the earth’s ability to
cope. Most industrialised countries exceed these limits,
partly because combustion engines that rely on fossil
tuels are themselves not sustainable. Vehicles will use

different operating systems in future, making use of
green electricity either directly or indirectly. It’s possible
that different technological options will prove beneficial
in different segments of the transport market, but as
things stand, those who choose not to go along with the
trend toward zero emissions will find themselves, their
shareholders and their employees in serious difficulties.
The competition never sleeps.

How do you feel the BMW Group is placed to deal with
these challenges?

The future itself will be less challenging than the process
of getting there. Just like other carmakers, BMW must
rely on using today’s profits to develop tomorrow’s mobil-

ity services and products. While the strategy may be
clear, it requires time, and there is always the risk of losing
ground. The competition — in China or California, say —
gets its funding for investment in R&D not from ongoing
business but from the financial market; in some respects,
that gives them a structural advantage, since limitations
on how fast we can act make it harder for us to produce
the innovations we need to compete for the markets of
the future.



20

2

- Products
and services

2.1 Emissions of CO,
and pollutants

2.2 Electromobility
2.3 Mobility patterns

Q Search
< Back

RELEVANCE
FOR BMW GROUP

For us, sustainable mobility begins with the development of
efficient vehicles with low emissions as well as innovative
services. In doing this, we comply both with stricter legislation
worldwide and our customers’ increasing awareness of
environmental issues. With innovative efficiency technologies,
electric and hybrid drivetrains as well as smart services, we
are shaping the mobility of the future. Our networked and auto-
nomous driving technologies contribute towards ensuring
sustainable and safe mobility for our customers and other
road users. These innovations lay the foundation for our long-
term business success and ensure job creation and security

at the BMW Group, with our suppliers as well as our development
and sales partners.
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KEY FACTS
AND FIGURES

CO; emissions of BMW Group
automobiles (EU-28) ing/km

124

N 2016

127

2015

Electric and electrified
vehicles number

62,000

2 2016

32,000

2015

Users of DriveNow and
ReachNOW number

853,000

2 2016

579,000

2015



—~> C0, EMISSIONS

By 2020, the BMW Group will have reduced

CO, emissions in the European new vehicle fleet
(EU-28) by at least 50% compared to the base
year 1995.

The BMW Group achieved average fleet emissions
of 144 g CO,/km worldwide in 2016.
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2.1
EMISSIONS OF CO,
AND POLLUTANTS

Climate change and the burdens placed on air quality, es-
pecially in cities, are some of the key challenges we face as
a carmaker. Our range of efficiency technologies represents
the first and currently most effective contribution towards
reducing emissions of CO, and pollutants. We pursue our
reduction targets from the product development stage on-
wards. - GRIG4-EC2

The BMW 5 Series Sedan.

- see
chapter 2.2

- see
chapter 2.3

- see
figure 2.01

The BMW Group is addressing the challenge of reducing
CO; and pollutant emissions in order to protect the cli-
mate and air quality. Our portfolio’s move towards lower-
emission, more fuel-efficient vehicles is in line with the
wishes of many of our customers. Our customers in turn
base their purchasing decisions, among other things, on
financial and non-financial government incentives — for
example motor vehicle taxes as well as control and facilita-
tion of traffic volume.

Environmental and societal challenges are also reflected in
changing mobility patterns. Car-sharing and/or ride-shar-
ing models, for example, as well as the use of inter-modal
transport, are becoming increasingly popular worldwide,
especially in large cities.

The demand for this kind of mobility pushes us to develop
the innovative efficiency technologies described later in
this chapter, alternative drivetrains - and new services
around connectivity and automation -. In order to master
the technical challenges that come with this process, we
are expanding our capacities and pooling them within de-
velopment centres. - GRIG4-EC2

Taking account of reduction targets in product
development

The above-mentioned aspects of product responsibility are
an integral part of the target systems and organisational
processes of our vehicle development units . This process
entails the BMW Group defining specific emission reduc-
tion targets for each product line and each new vehicle
project.
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A department within the Strategy unit is responsible for
monitoring and further refining these targets. The Com-
plete Vehicle Architecture unit coordinates the develop-
ment and implementation of fuel-saving technologies in
the individual vehicle projects. This ensures that the mar-
ket-specific fleet requirements are taken into consideration
in the very early stages of vehicle development and are sub-
ject, for example, to Efficient Dynamics measures during
the development process.

Product responsibility in BMW Group
vehicle projects

- F2.01
ﬁ Management Board j

/[\ Targets

Reporting Executive units product responsibility \l/
from all company divisions
(e.g. Development, Production, Purchasing,
Sales, Strategy, etc.)
Vehicle projects
Coordinating units complete vehicle
(e.qg. Efficient Dynamics in the Development division)

/l\ Requirements

Measures \l/

L Specialist departments J

Drivetrain — chassis — body — electrics/electronics/cockpit

- see
figure 2.02

- see
chapter 2.2

Sustainability throughout the entire life cycle

The life cycle of our products includes the development of
vehicles and services, the supply chain, production and
responsibility towards our employees, customers as users
of our products and services, and vehicle recycling. —.
The environmental and societal impact a vehicle has dur-
ing its life cycle is primarily determined during the devel-
opment phase. Some decisive influencing factors are the
choice of material, production technologies, supplier selec-
tion, drivetrain types as well as recyclability of the vehicle’s
components. Challenging sustainability goals are therefore
just as much part of the development process of the vehicle
as, for example, cost or weight criteria.

Life Cycle Engineering helps us integrate environmental
aspects into the design and development of our products.
And we carry out holistic assessments to facilitate this pro-
cess, aiming to achieve a substantial improvement from
one vehicle generation to the next. We manage the im-
plementation of the goals and evaluation of progress by
applying the Life Cycle Assessment in accordance with
ISO 14040/44. In line with our principle of Design for Re-
cycling, we create our vehicles in such a way that their
components can largely be reused or recycled efficiently
throughout the life cycle. One example would be the 25%
improvement in the environmental footprint of the cur-
rent BMW 7 Series model compared to its predecessor.
This approach has been implemented most consistently
in our BMW i products .

> GRIG4-EN27, GRI G4-14
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Vehicle development

Key measures Key measures

Alternative drive concepts
Efficient Dynamics Clean production
Design for Recycling Green logistics concepts
Life Cycle Engineering
Material selection

Vehicle production

Sustainability standards for suppliers

%

Vehicle utilisation
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3. 4.
Vehicle recycling

Key measures Key measures
Concepts for energy-efficient driving Take-back systems
Active and passive safety Recycling systems

Traffic management concepts

Mobility services
Alternative engines

Saving fuel and reducing emissions through
efficient dynamics technologies

In March 2007, we started to integrate our Efficient Dynam-
ics technologies, and today they are features of almost all
of our vehicles. These include efficient engines and gear-
boxes, optimised aerodynamics (air flap control, air cur-
tain/breather, Aero wheel rims), intelligent energy manage-
ment, light-weight design and tyres with reduced rolling
resistance. Additional efficiency potential has also steadily
been tapped through the early implementation of energy
recovery in low-voltage vehicle electricity systems, Active
Coasting, and uncoupling of the engine from the gearbox
when not in use. In 2007, the BMW Group was one of the
first carmakers to roll out the Auto Start Stop function on
a broad basis. We also introduced at an early stage the
Active Coasting function, in which the vehicle is delayed
according to the resistance level, made possible by the Pro-
active Driving Assistant in 2012 and later augmented with
Speed Limit Assist. Starting with the new BMW 5 Series,
the BMW Group is offering an improved smart Auto Start

Stop function that uses environmental sensors to avoid in-
efficient and uncomfortably brief stops. In the next few
years, 12V systems in smaller vehicles and 48V systems
in medium and larger vehicles will increase the recovery
and coasting potential through a more efficient electrical
system to achieve a CO, reduction of 5-7%.

Additional contributions are made by our Connectivity Ser-
vices. They identify the fastest and most efficient routes,
simplifying the search for a parking place, for example — an
activity that currently still accounts for about 30% of city
traffic.

To complement our resource efficiency solutions, we have
expanded our product portfolio to include electric vehicles.
In addition to the i3 that has been available since 2013 and
the i8 model, introduced soon after in 2014, iPerformance
models have been available since 2015 with plug-in hybrid
drivetrains for the 2 Series, 3 Series, 7 Series and the X5.
- GRIG4-EN27
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The new BMW X5 xDrive 40e. Charging status: fully charged.

Comprehensive reduction in pollutant emissions

As well as reducing the carbon emissions of our cars, we
are constantly working to bring down other emissions. The
Euro 6 standards call for a further reduction in nitrogen
oxide levels for diesel vehicles (NOx emissions). We apply
tailored solutions to reduce emissions in accordance with
the specific requirements of the vehicles, engines and re-
spective markets. Depending on the vehicle concept, we
use the maintenance-free NOx catalytic converter or Selec-
tive Catalytic Reduction (SCR) using urea (also known as
AdBlue) or a combination of both systems.

In addition to the potential savings generated by Efficient
Dynamics Technologies, the specific fuel consumption and
the resulting CO, and pollutant emissions depend on how
the individual driver uses the vehicle (driving style, capac-
ity utilisation, fuel quality).

Carbon and pollutant emissions of our vehicles

The BMW Group reduced CO, emissions of its newly sold
vehicles in Europe by around 41% between 1995 and 2016.
Our European vehicle fleet (EU-28) had an average fuel
consumption of 4.6 1 of diesel/100km or 5.6 1 of petrol per
100 km and average CO, emissions of 124 g/km (internal
calculation). Our goal is to reduce CO, emissions by at least
50% between 1995 and 2020. These calculations are based
on the specifications and assumptions of the New Euro-
pean Driving Cycle, before the introduction of which the
calculations were based on the ACEA self-commitment
(European Automobile Manufacturers” Association).

- GRIG4-EN7, GRI G4-EN17, GRI G4-EN27
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Development of CO, emissions of BMW Group
new-vehicle fleet in the European Union

- T2.01

year g CO,/km
1995 210
1996 212
1997 215
1998 212
1999 207
2000 203
2001 203
2002 195
2003 195
2004 199
2005 189
2006 186
2007 168
2008 156
2009 150
2010 148
201 145
2012 138
2013 133
2014 130
2015 127
2016 124

- see
further key
indicators:

Products and
services

In 2016, 28 of the vehicles we sold had maximum CO, emis-
sions of 100 g/km. This means that we have similar fuel
consumption and CO, emissions to a number of other large
carmakers in Europe. The average fleet CO, emissions per
kilometre worldwide decreased in 2016 by 2% to 144 g
CO,/km (2015: 147 g CO,/km). Average CO, emissions in
the USA were 173 g CO,/km (internal BMW calculation ->)
and 164 g CO,/km in China. The regional differences in
fleet use are a result of differing consumer behaviour,
which is in turn due to a variety of factors. These include
differing tax situations for different types of vehicle en-
gines, as well as local consumer preferences for diesel ve-
hicles or specific types of vehicles such as SUVs (Sport
Utility Vehicles). > GRIG4-EN19

The drop in fuel prices and the accompanying changes in
customer demand will present some new challenges with
regard to achieving the 2020 fleet targets.

Another factor influencing purchasing decisions is motor
vehicle taxes, which differ greatly from country to country.
Changes in taxation, for example for diesel fuels or diesel
vehicles (since 2016 in France for example) can lead in the
long term to fewer diesel vehicles in the fleet mix. This will
in turn negatively impact average CO, emissions.
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Pollutant emissions of our vehicles

To receive type approval and vehicle registration, vehicles
must comply with the latest pollutant regulations. The legal
requirements (limits for individual pollutant elements) are
different according to region, e.g. EU, China and USA and
must generally be fulfilled regardless of vehicle model. At
the beginning of the 1990s, the first cycle-based emissions
laws were passed in the EU. Since then, the limits for nitro-
gen oxide (NOy) and particulate matter (PM), both for
diesel and petrol-fuelled vehicles, have become increas-

ingly stringent . > see
table 2.02

EU pollutant emission limits for vehicles with petrol and diesel engines (NOx and PM) in the European Union

- T2.02
inmg/km
— 1,000 — — — — — — 1,000 —
; 750 750 é
; 500 — — - — 500 é
; 250 —I— 250 é
e TR N e ; 3 | — Diesel NOy =
- I e m - — S Z====—= -- PetroINOx -
it - L - SRS = foees -+ Diesel PM/from Euro 2009 onwards: - petrol and diesel PM 0 —
Euro 1’ Euro 22 Euro 3° Euro 4* Euro 5° Euro 6°
1992 1996 2000 2005 2009 2014

1 Euro 1: Statutory emissions limit for cars: diesel PM 140 mg/km

2 Euro 2: Statutory emissions limit for cars: diesel PM 100 mg/km

3 Euro 3: Statutory emissions limit for cars: diesel PM 50 mg/km, petrol NOx 150 mg/km and diesel NOx 500 mg/km

4 Euro 4: Statutory emissions limit for cars: diesel PM 25 mg/km, petrol NOx 80 mg/km and diesel NOx 250 mg/km

% Euro 5: Statutory emissions limit for cars: petrol and diesel PM 5 mg/km, petrol NOy 60 mg/km and diesel NOy 180 mg/km
& Euro 6: Statutory emissions limit for cars: petrol and diesel PM 5 mg/km, petrol NOx 60 mg/km and diesel NOyx 80 mg/km
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The discussion about diesel engine exhaust
emissions in 2016

In 2016, the discussion around diesel engine exhaust emissions led to
ongoing criticism of the automotive industry, especially in Europe and
the USA.

In the course of this discussion, the impression was often created that
almost all manufacturers had manipulated exhaust data.

For the BMW Group, compliance with legal requirements, including
local test requirements, has top priority. The BMW Group has correspond-
ing Compliance Management Systems to ensure that legal requirements
are met. Clear and binding specifications and processes are installed
throughout the development processes of the BMW Group in order to
prevent any breaches occurring. We are willing to explain our test pro-
cedures to the relevant authorities and to make our vehicles available
for examination at any time.

Manipulation of our vehicles and breaches of legislation are not compat-
ible with the corporate culture of the BMW Group.

The ongoing criticism of companies in the automotive sector shows that
the image of the German automotive industry has suffered consid-
erably in the past year. Even though the BMW Group has repeatedly

emphasised that it has not manipulated its vehicles, the company sees
aneed to collaborate with other carmakers to regain trust in the indus-
try. Inview of the challenges we will be facing — increasing urbanisation,
digitalisation and automation — this is in the interest of society. Car-
makers will make their contribution towards shaping the future of mo-
bility by providing their expertise and solutions competency.

The BMW Group is of the opinion that diesel cars continue to have a fu-
ture. Against the backdrop of air quality impact in high-traffic city cen-
tres, which is partly also due to NOy emissions from diesel vehicles,
legislators have been working since 2010 on regulating this, creating in

2015 the effective Real Driving Emission (RDE) law for cars. The RDE
law already requires type testing to include monitoring and transparen-
cy of emission deviations between the testing facility and actual road

driving. In addition, as of September 2017 binding limits must be com-
plied with, which will be further intensified in a second step as of 2020.
The BMW Group took early action to keep NOy emissions as low as pos-
sible through the entire life cycle by further refining its diesel exhaust
treatment systems. The BMW Group implemented a combination of
NOx catalytic converter (NSC) and Selective Catalytic Reduction (SCR)

in Europe and later also in the USA. This allows for the respectively bet-
ter system to be used at low speeds and city traffic as well as during

motorway driving with high loads.
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A comparison of worldwide CO, and pollutant regulation

- F2.03

EUROPE

USA

JAPAN

CHINA

REGULATORY APPROACH

All manufacturers will be required by the EU
to reduce CO, emissions of the new vehicle
fleetin Europe to an average of 95 g/km by
2020 (based on NEDC).

The USA has also set fuel efficiency and CO,
targets to be fulfilled by 2025. Based on a
gradual reduction starting in model year 2012,
the new vehicle fleet of all manufacturers must
achieve an average of 250 g CO,/mile (1559
CO,/km) by model year 2016 and 163 g
CO,/mile (101 g CO,/km) by model year 2025.

Japan also set ambitious targets for reducing
fuel consumption. For 2020, they have a con-
sumption target of 20.3 km/| - this is equiva-
lent to a CO, emissions limit of 117 g CO,/km.

In China, the fuel efficiency of the vehicle fleet
is regulated. For 2020, an average consump-
tion target of 51/100 km has been set. Talks
about subsequent regulation have already
begun. In addition, weight-based consumption
limits have been set for individual vehicles.
Initial introduction of a NEV mandate is
expected, although a finalised legal standard
has not yet been presented.

DETAILS OF MEASUREMENT AND
TESTING PROCEDURES

These figures are calculated based on the
number of vehicles sold.

The European limits for exhaust elements
stated in the standards refer to the standard-
ised test cycle NEDC (New European Driving
Cycle). As of September 2017, the current
NEDC will be replaced by the WLTPs (World-
wide Harmonized Light Vehicles Test
Procedure).

These figures are calculated based on the
number of vehicles sold.

The reduction targets for pollutant emissions
have been defined through to 2025 and must
be complied with in different cycles and
driving conditions. The annual reduction tar-
gets are specified for the entire vehicle fleet
and thus allow for flexibility in terms of the
individual models.

The WLTP test procedure will initially be intro-
duced for exhaust emissions as of 2018; it is
not expected to be legislated for until after
2020 for fuel consumption. The decision to
introduce RDE legislation for pollutant emis-
sions will probably be made in 2017.

With regard to exhaust emissions, China will
introduce a two-phase intensification of
requirements (phase 1in 2020, phase 2 in
2023). From phase 2 onwards, compliance
with RDE is required in addition to the
WLTP cycle requirements. Certain regions
such as Beijing will probably introduce
measures at an earlier stage.

NEDC: New European Driving Cycle

WLTP: Worldwide Harmonized Light Vehicles Test Procedure

RDE: Real Driving Emissions
NEV: New Energy Vehicle

NEV mandate: the NEV mandate sets a quota of NEVs to be fulfilled by every manufacturer based on the total sales of that manufacturer.
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Emissions regulation

Medium- to long-term government targets to reduce fuel consumption and
C0, emissions from vehicles have already been set in Europe, North Amer-
ica, Japan, China and other countries. However, the targets cannot be dir-
ectly compared internationally, as the calculation cycles are different from
country to country, and segment and drivetrain mixes also tend to differ
considerably.

Depending on the driving style (crawling, normal or aggressive), the condi-
tion of the vehicle (e.g. load factor) and the prevailing surrounding condi-
tions (e.g. temperature and altitude), actual vehicle emissions can deviate

to a greater or lesser degree from the cycle limit. For this reason, compli-
ance with cycle limits should also be tested in real conditions in future. Ac-
cordingly, RDE (Real Driving Emissions) legislation will be introduced in

September 2017 in two phases (phase 1 to take effect as of 2017, phase 2

as of 2020). We support these new regulations as we believe they will cre-
ate transparency for consumers and for the industry as soon as possible.

Above and beyond national regulations, measures are increasingly being
taken on regional and municipal levels. Varying requirements for drivetrain
technologies, in particular, will start to have considerable influence on
product strategy (e.g. the Californian Zero Emission Vehicle (ZEV) programme
or registration plate restrictions in Chinese metropolises).

The BMW Group fundamentally supports the examples of worldwide trends
in regulation described above, both in terms of combating climate change
and improving air quality. The diversity and lack of harmonisation of differ-
ent regulations at the national and supranational level is a fundamental
challenge for us as a globally active group. We assume that governments
will further intensify limit regulations based on different analyses conduct-
ed by scientists and NGOs as well as what is technologically possible.
These future limits are expected to be very ambitious and will entail consid-
erable investment and development work for the manufacturers.

Forecast

In 2017 we will continue to expand the integration of effi-
ciency technologies into our vehicle portfolio, thus further
reducing fleet emissions. The main method we will use to
achieve this goal is by further expanding our range of elec-

tric vehicles —>. > see
chapter 2.2
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2.2
ELECTROMOBILITY

In order to further reduce CO, emissions in our new vehicle
fleet, to improve air quality in cities and, in particular, to
be able to offer our customers an entirely new, dynamic
driving experience based on innovative technologies, we
are adding further electric vehicles to our model range. Our
BMW:i range of electric vehicles are environmentally opti-
mised along their entire life cycle - from the selection of
raw materials through to battery recycling.

The electromobility market is starting to show clear signs
of growth in a number of regions. The BMW Group aims
to increase sales of electric and plug-in hybrid vehicles to
100,000 in 2017 and wants to continue to contribute to the
market with its vehicle models and investment in infra-
structure: we introduced the fully electric BMW 13 as far
back as 2013 and plan to launch further electric vehicles.
Customer surveys have shown that interest in electric ve-
hicles is growing in our key markets —. To familiarise cus-
tomers as well as possible with electromobility, we have
been expanding our product range step by step since 2015,
adding new plug-in hybrid models and offering the BMW i3
as part of our DriveNow car-sharing programme —.

Achieving longer range, shorter charging periods as well
as simplification of access to charging points and billing
is essential in order to increase demand for electric vehicles.
When developing its vehicles and charging stations, the
BMW Group works very hard to fulfil these customer ex-
pectations =>.

- see
chapter 5.1

- see
chapter 2.3

- see
infobox

BMW i3: Longer range and shorter
charging periods

Since 2016, new customers can opt for a longer-range BMW i3 model
with higher battery capacity (33 kWh/94 ampere hours), thus achieving
ahigher electric range of 300 km (NEDC). The 33 kWh/94 Ah battery is
offered to BMW 3 (60 Ah) customers as an update. Both BMW i3 model
versions are also available with a Range Extender that offers an addi-
tional 150 km in normal daily operation. Recharging is possible within
around 40 minutes at high-performance direct current (DC) charging
points. The new BMW i Wallbox allows the BMW i3 (33 kWh/94 Ah) to
recharge at home in less than three hours using three-phase charging
with alternating current (AC). Information on the ChargeNow service of
the BMW Group > chapter 2.3.

In general, the carbon footprint of an electric vehicle deteriorates with
increased range due to higher battery capacity. The BMW Group con-
ducts life cycle analyses to find out what opportunities can be exploit-
ed without increasing resource consumption and emissions caused by
battery production.

Expansion of the charging infrastructure as well as positive
political framework conditions can also make an important
contribution towards a breakthrough for electromobility.
This has become clear in fast-growing markets for electro-
mobility such as Norway and California. Customers only
switch to electric cars if they can rely on an adequate charg-
ing infrastructure for everyday driving. Ideally, non-finan-
cial incentives such as parking privileges can also acceler-
ate adoption. —> Positive framework conditions for electromobility.



34

2

Products
and services

2.1 Emissions of CO,
and pollutants

—> 2.2 Electromobility
2.3 Mobility patterns

Q Search
< Back

BMWi electromobility — securing
environmental protection throughout
the life cycle

Since 2007, our BMW i project has been developing electric
vehicles, and has resulted in completely new concepts for
individual mobility as well as vehicle architecture and pro-
duction that integrate our sustainable solutions in an even
more innovative fashion along the entire value chain.

The benefits of electromobility

With regard to the challenges presented by urban mobility, electric
drivetrains enable new vehicle interior concepts to be realised. The fast
acceleration of the electric engine offers a further benefit for the user
in that it offers driving enjoyment. Electric vehicles are also consider-
ably more silent than combustion engines and make a clear contribution
towards reducing traffic noise.

Electric vehicles have the potential to significantly reduce emissions of
pollutants and CO,. However, this potential can only be tapped if reduc-
tion targets are taken into account in the design, selection of raw mate-
rials and in production. Here, battery production, recycling and reuse
play a particularly important role.

It is also essential to a good carbon footprint that the vehicles be pow-
ered with clean, green electricity. In order to make electromobility entirely
sustainable, it is therefore of the utmost importance that the energy
transition succeed worldwide. Electric vehicles can also play a support-
ing role in stabilising the electricity grids by acting as interim storage
devices. They can help to balance out fluctuations in renewable energy
caused by the weather and the time of day.

Ensuring sustainability in design, raw materials

and production

From the very beginning, we planned new and independ-
ent vehicle concepts (purpose-built approach) for the BMW i
models in order to exploit the full potential of the new
drivetrain technology and make it practicable for cus-
tomers. This includes intelligent lightweight design using
carbon-fibre-reinforced plastic (CFRP) and a host of new
renewable raw materials, as well as highly resource-effi-
cient and at the same time environmentally friendly pro-
duction methods. The BMW i value chain stands out for its
consistent use of renewable energy sources — from the
manufacture of energy-intensive materials such as CFRP,
to vehicle production, right up to the BMW Green Energy
package we offer our customers when they purchase their
vehicle. This is how BMW i creates the basis for a consid-
erable reduction in CO, emissions throughout the entire
product life cycle.

Using renewable energy to charge electric vehicles

An electric car can only reach its full potential in terms of
sustainability when it runs on electricity that is as carbon-
neutral as possible. As part of BMWi360° ELECTRIC we
now offer our customers green energy products with elec-
tricity from renewable sources in 15 countries. Ten pro-
viders of green energy are among the companies the

BMW Group has partnerships with in this area. In addition

Car port in South Africa: charging electric vehicles with solar energy.
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we collaborate with four manufacturers of solar energy sys-
tems for car ports as well as house and garage roofs. This
allows customers to produce carbon-free green energy in
their own homes to recharge their BMW i3, BMWi8 or
BMW iPerformance plug-in hybrid vehicle.

Reuse and recycling of batteries to improve our

carbon footprint

Batteries that are too old for continued application in the
vehicle are reused if possible, gaining a second life that
enables them to help integrate renewable energy into the
electricity grid and to reduce energy costs in general. The
BMW Group has demonstrated the technical and econom-
ic feasibility of this approach by introducing a large num-
ber of pilot systems in Europe, Asia and the USA. In Sep-
tember 2016, in collaboration with Vattenfall and Bosch,
we went live in Hamburg/DE with a large-scale second-life
storage unit with 104 used batteries from former BMW
Active E and BMW 13 prototype and development vehicles.
This storage unit will provide standby power and will thus
be able to balance out fluctuations that are created, for
example, when renewable energy is fed into the grid.

After a long vehicle life and subsequent use as a stationary
storage unit, we aim to achieve the highest possible rate of
recycling of the valuable parts. In collaboration with the
university TU Bergakademie Freiberg, the BMW Group
has developed a procedure by which we can achieve a re-
cycling rate of around 70-75%. This is much higher than
the conventional rate of just over 50% and will reduce the
carbon footprint of the recycling process by around half.
We have already found a company that is interested in
implementing the procedure on an industrial level. The
recycling procedure will be further refined in order to re-
place some of the more energy-intensive steps and thus
further reduce the carbon footprint. - GRIG4-EN27

Carbon footprint of vehicles

The carbon footprints of our electric and hybrid vehicles document the
environmental impact the vehicle and its components have throughout
their entire life cycle. The predecessor/successor comparison provides
transparency with regard to improvements made to reduce environ-
mental impact. In addition, the results serve as a basis for the further
refinement and optimisation of the next vehicle generation and help us
to set further goals.

Additional information can be found in the Environmental Reports
(PDF download):

- Environmental Report BMWi3 (PDF, 747.5 KB)

-> Environmental Report BMW 8 (PDF, 622.7 KB)

- Environmental Report BMW 740Le iPerformance
(PDF, 737.7 KB)

Integrating electrification into the entire
drivetrain strategy

The technological competence BMW i has already feeds
into the electrification of further models. By leveraging
future technological advances, we will be at the forefront
in the medium term of bringing fully electric vehicles with
a large range onto the market.

Leveraging further potential with hybrid

iPerformance vehicles

One result of this technology transfer is the BMW i Perfor-
mance models with plug-in hybrid drivetrains. Since 2015,
the BMW Group has expanded its product range step by
step to now include the BMW 2 Series, BMW 3 Series,
BMW 7 Series and BMW X5 iPerformance. Short- and
medium-range journeys can be covered in electric mode
by the innovative combination of electric engine, lithium-
ion battery and intelligent energy management. The
TwinPower Turbo petrol engine is only activated when


https://www.bmwgroup.com/content/dam/bmw-group-websites/bmwgroup_com/responsibility/downloads/en/2016/Environmental-report_BMW-i3.pdf
https://www.bmwgroup.com/content/dam/bmw-group-websites/bmwgroup_com/responsibility/downloads/en/2016/Environmental-report_BMW-i8.pdf
https://www.bmwgroup.com/content/dam/bmw-group-websites/bmwgroup_com/responsibility/downloads/en/2016/Environmental-report_BMW-740Le-iPerformance.pdf
https://www.bmwgroup.com/content/dam/bmw-group-websites/bmwgroup_com/responsibility/downloads/en/2016/Environmental-report_BMW-740Le-iPerformance.pdf
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needed. In AUTO eDRIVE mode, intelligent energy man-
agement determines the most efficient combination of elec-
tric and combustion engine - depending on driving speed
and battery level. Plug-in hybrid models use up to 50% less
tuel than their combustion-powered equivalents. Typical
commutes during the week, for example, could be driven
in electric mode, while longer journeys can also be under-
taken using the combustion engine. The BMW 740e, for
instance, has a range of up to 48 km in fully electric mode.

Increasing range with hydrogen and fuel cells

As an alternative to developing purely electric drivetrains,
we are also doing research into hydrogen fuel cell tech-
nology. Here, hydrogen is used as an energy source that is
converted by the fuel cell into electricity and water by
drawing on the oxygen in the surrounding air. In the long
run, we want to develop further solutions for emissions-
free driving with a greater range. The test vehicles already
have a range of up to 700 km.

The launch of fuel cell technology on a broader scale also
calls for the corresponding refuelling infrastructure to be
installed. For this purpose, the BMW Group has joined
forces with four other carmakers to form the European
“HyFIVE Project”. This is one of the largest projects in Eur-
ope dedicated to promoting fuel-cell-driven vehicles. As
part of the project, the BMW Group, in cooperation with
TOTAL, opened one of the first public hydrogen filling
stations in the summer of 2015, offering two alternative
refuelling options. In addition, the BMW Group is an as-
sociated partner of H, MOBILITY Deutschland GmbH &
Co.KG, which was founded in 2015. We also offer expert
advice in the process of expanding the infrastructure for
hydrogen, which is a viable fuel of the future.

Electric scooters for more sustainable city mobility

In 2014, we launched our C Evolution electric scooter. The
Long Range model of the fully electrically powered scooter
has 48 HP at peak performance and a range of up to 160 km.
It is designed to be a commuting vehicle, particularly for
travel between the outskirts and the city centre. The main
focus here is on two requirements: firstly, that perfor-
mance is comparable to that of a combustion-powered
maxi-scooter, and secondly, that it has a long range in real-
life conditions.

Fast and emission-free: police in Sardinia's capital Cagliari have gone electric -
with 15 BMW C evolution motorcycles.
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Supporting positive framework conditions
for electromobility

Subsidisation has proven conducive to the successful in-
troduction of new technologies. For this reason, the
BMW Group seeks out dialogue with policy-makers re-
garding the consistency of policy measures, both on the
supply and the demand side. In particular, we discuss
measures to promote electromobility, whether by way of
financial support or non-monetary packages of measures
(for example the use of bus lanes or the introduction of
dedicated lanes, or preferential parking).

One challenge in this connection is the wide variation in
the intensity and type of promotional measures from coun-
try to country, region to region, and city to city. Even with-
in the same community, municipal and non-municipal
institutions may pursue divergent and possibly even con-
flicting goals.

In addition, customers currently react very quickly when
incentives are removed (e.g. tax incentives). This is reflect-
ed in a reduction in demand.

The BMW Group is involved, for example, in the —> Nationale
Plattform Elektromobilitit (NPE) in Germany, in the Foreign
Expert Panel of a high-level advisory committee for the
Chinese central government as well as in the - Plug-In
Electric Vehicle Collaborative in California, which addresses
issues around market access and of which BMW was a
founding member.

We would like to see all markets take similarly effective
measures to promote electromobility, such as those already
in place in Japan, China and California.

Perfect city vehicle: the BMWi3.

In addition, the BMW Group is involved in local partner-
ships with other companies and policy-makers: we estab-
lished an e-alliance partnership, for instance, with the Ger-
man city of Munich, which will take strategic approaches
towards improving the framework conditions necessary
for the long-term market success of electromobility. The
city’s declared targets, for example the reduction of NOx
emissions or single-occupant traffic provide the impetus
for joint measures. The BMW Group has taken on the role
of initiator in promoting the expansion and operation of
charging stations as part of public infrastructure, and is
implementing these projects in collaboration with further
electromobility stakeholders in the form of public/private
partnerships.

In addition, the BMW Group is incrementally electrifying
and expanding its DriveNow fleet. This is how we aim to
solve the issues around available charging infrastructure
for electric vehicles as well as to increase the visibility and
accessibility of electromobility for people in their day-to-
day lives. The corresponding action plans were developed
and implemented in 2016. In addition, further talks are
being planned with other cities in Europe and beyond.


http://nationale-plattform-elektromobilitaet.de
http://nationale-plattform-elektromobilitaet.de
http://www.pevcollaborative.org
http://www.pevcollaborative.org
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Expansion of charging infrastructure

The BMW Group is supporting the expansion of charging infrastructure
for electromobility worldwide — both for private customers as well as in
the public sphere. Since 2014, the BMW Group has taken on the role of
an initiator with regard to the expansion of charging infrastructure in
public spaces. In collaboration with other carmakers, charging station
operators, energy suppliers and grid operators, the BMW Group is
working to lower the entry barriers that charging infrastructure faces
and initiate new projects. The BMW Group supports this process by
providing expertise and financing. The company was active in over 20
countries in 2016 and supported the expansion of over 3,000 DC and
2,000 AC charging stations.

Furthermore, in collaboration with carmakers Daimler, Ford, VW and
the brands Porsche and AUDI, the BMW Group is planning a joint ven-
ture to set up and operate a high-performance rapid-charging network
along major transport axes in Europe.

In addition, as part of the BMW 360° ELECTRIC portfolio, we offer
private and fleet customers state-of-the-art charging solutions (wall
boxes, charging stations). Furthermore, the BMW Group’s charging
service ChargeNow is constantly being further refined and expanded
-> chapter 2.3.

Light & Charge
Light & Charge is a cost-saving alternative to conventional
charging stations that integrates the charging point into
existing urban infrastructure, for example street lamps,
and thus requires no structural intervention. The use of this
technology makes sense particularly in residential areas
where people park on the street and rely on an adequate
charging infrastructure for charging their vehicles over-
night. Thanks to the small dimensions of the charging sta-
tions, the visual interference in the public space is minimal.

The BMW Group is working worldwide to expand charging infrastructure
for electromobility.

Forecast

We will continue to offer innovative solutions for the di-
verse mobility needs of our customers. We are deliberately
focusing our efforts on building a broad technology base
so that in the coming years we can offer tailored solutions
for different needs worldwide. We expect that, in the future,
a number of different drivetrain types will exist in parallel.






40

2

Products
and services

2.1 Emissions of CO,
and pollutants

2.2 Electromobility
—> 2.3 Mobility patterns

Q Search
< Back

2.3
MOBILITY PATTERNS

The BMW Group offers its customers premium quality in-
dividual mobility. The focus is always on driving enjoy-
ment. This brand promise has become a challenge, in par-
ticular in densely populated urban spaces, but also on the
motorways around large cities. The increasing volume of
traffic in cities often goes hand in hand with a significant
rise in noise and air pollution, consumption of space as
well as increased risk of accidents. To counteract these ef-
fects, we make increasing use of the technologies around
connected mobility and automatic driving. Building on this,
we develop and establish innovative vehicles and services
that have the potential to counteract the rising volume of
traffic. In this process, we guarantee the highest standards
of vehicle safety and data security.

In 2016, the BMW Group engaged in dialogue with a var-
iety of stakeholders at a number of events addressing the
future of mobility. The aim was to generate input from
these stakeholders regarding the challenges facing the
automotive industry. The schedule of events included our
Future Mobility Days in Beijing, London and Santa Monica,
California. Some of the central findings in the course of
these exchanges were:

— Integration of cars into an inter-modal, increasingly
digital transport system - especially in urban areas -
is seen as a key and necessary competency.

— Carmakers such as the BMW Group are currently
confronted with changes to their business environ-
ment and must fundamentally change themselves in
order to continue to be sucessful in the future.

The technological shift towards electrification and
simultaneous digitalisation are changing the sector.
New providers of mobility services are stepping up
the competition.

Against this backdrop, we see three key areas of action
when it comes to individual mobility:

— Mobility services
— Vehicle connectivity
— Automated driving

Digitalisation opens up new opportunities in terms of
safety, convenience and sustainability - for example
through less time spent searching for parking spaces,
better flow of traffic and inter-modal solutions. However,
it also brings new challenges, for example in the area of
data privacy, machine ethics, manipulation protection as
well as legal and liability issues for companies. Active, open
and balanced consideration of these topics is a key compo-
nent of our management approach towards the digitalisa-
tion of individual mobility.

We take an integrated perspective when it comes to this
task. We aim to reach the next milestones at the beginning
of the coming decade with a new BMW i model that will
raise individual premium mobility to a whole new level.
BMW iNEXT is the name the BMW Group has given to its
project that aims to set new standards in how people ex-
perience mobility: in the next generation, we will combine
new forms of automated driving and digital connectivity
with state-of-the-art interiors, design and lightweight con-
struction.
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Offering innovative mobility services
forurban areas

Around 60% of the world’s population is expected to live
in cities by the year 2030. What is the future of individual
mobility in cities with increasingly dense populations?
What concepts are needed in order to make traffic climate-
friendly and easy on resources? The BMW Group is in-
volved in dialogue and research projects that work to find
answers to these questions and develop adequate solutions.

We founded the competence centre for urban mobility in
2015 to engage in dialogue with various local stakeholders
with a view to developing a common vision of cities that
will offer quality of life. It also initiates pilot projects to
directly implement planned solutions at a local level. In ad-
dition, an urban mobility workgroup was initiated within
the German Association of the Automotive Industry (VDA)
and its goals are being actively pursued. The workgroup
includes both VDA member companies as well as seven
large German cities. We work together to identify the key
goals for cities and industries, derive areas to be addressed
and specify measures that are then integrated into pilot
projects. This is how we ensure that we are as efficient and
as fast as possible in finding scalable solutions for urban
traffic.

In 2016, the BMW Group launched pilot projects in two districts of Munich and

of Hamburg that allow residents to test alternative mobility solutions such as car-
sharing and e-vehicles for their usefulness in everyday conditions. The aim is to
reduce emissions in the cities and to enhance quality of life in the city.

In 2016, the = Institute for Mobility Research (ifmo), which belongs
to the BMW Group, carried out a project to analyse mobil-
ity patterns in different urban spaces in China. New solu-
tions and business models, developed to shape mobility
more efficiently in Chinese cities, are emerging extremely
quickly. Research projects that analyse such changes help
the BMW Group to develop sustainable solutions for the
future of urban spaces.

Alphabet

Solutions for fleet customers are taking on increasing im-
portance. This is the specialty of Alphabet Fuhrparkman-
agement GmbH, the BMW Group company that provides
leasing and fleet management services. Energy efficiency
and a sustainable fleet are today the main focuses for many
of our fleet customers and are often required by their own
car policies. In consultation with the customer, we try to
determine how to develop a more eco-friendly fleet. Driv-
er training courses in eco-friendly driving habits as well
as a sustainable drivetrain mix are possible solutions. For
example, depending on how the fleet is used, hybrid and
electric cars can be a very good alternative to convention-
al fleet vehicles.


http://www.ifmo.de/index_en.html
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Benefits of car-sharing

Car-sharing makes it possible to be mobile without having to own a car.
Free-floating car-sharing in particular offers the possibility of using a
vehicle “as if it were your own”. A number of studies have been carried
out to investigate the effect this will have on the vehicle fleet and kilo-
metres travelled. The “Evaluation CarSharing EVA-CS”, conducted by
the state capital city of Munich concluded that the some 860 vehicles
in the car-sharing fleet had reduced the number of vehicles in Munich/
DE by around 1,500 and that the number of vehicle kilometres driven
had decreased by 41.2 million. Both have a direct positive impact on the
goals of the city with regard to emissions and traffic congestion. Better
framework conditions for car-sharing and the larger fleet that would re-
sult would probably lead to significantly more impactful results.

With BMWi and “NOW mobility services”, the BMW Group
has laid the foundation for individual mobility solutions
that place particular focus on the challenges of urban de-
velopment worldwide. With offerings such as DriveNow
(free-floating car-sharing), ReachNow (on-demand mo-
bility services), ParkNow (digital parking service) and
ChargeNow (charging network for electric vehicles), we
started early on to direct our efforts towards the increasing
importance of digital services. This is a key factor that will
determine our future business success.

Promoting electromobility with premium car sharing

Since 2011, the BMW Group and Sixt SE have been offer-
ing their joint venture car-sharing service - DriveNow. Today,
DriveNow is available in eleven European cities, having
most recently been launched in Milan in 2016. The Drive-
Now fleet currently comprises more than 5,400 vehicles, of
which around 15.4% are fully electric BMW i3 vehicles. By
31 December 2016, DriveNow had a total of some 607,000
customers in Germany and around 815,000 Europe-wide
(in 2015: over 580,000 Europe-wide). In Germany, Drive-
Now is one of the main drivers of electromobility. To date,
around 190,000 customers have driven some 6.5 million
carbon-free kilometres using DriveNow’s BMW i3 electric
vehicles. This means that 11.4% of the journeys were com-
pleted electrically.

Offering additional mobility services

with ReachNow USA

On 8 April 2016, the BMW Group launched an advanced
car-sharing programme in the USA under the name
—> ReachNow. To date, ReachNow is available in Seattle,
Portland and Brooklyn. ReachNow currently has around
38,000 customers and a fleet of over 1,400 vehicles. Since
the end of 2016, ReachNow has been piloting innovative
services in addition to the classical car-sharing programme.
Additional services include personal drivers (“Ride”) as
well as a reservation and delivery service for vehicles that
are rented for longer periods of 2-5 days (“Reserve”).
“Fleet Solutions” targets companies and ReachNow mem-
bers in selected residential areas. They can have exclusive
use of a fleet of premium vehicles that are permanently
parked nearby. Another pilot being tested by ReachNow
is the opportunity to rent out your own car to the fleet
(“Share”).


https://de.drive-now.com/en/
http://reachnow.com
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Find, book and pay for parking spaces with the ParkNow App.

Creating sustainable parking patterns with ParkNow

—> ParkNow is an app- and web-based service that enables
digital payment of parking spaces on streets and in car
parks. Cashless and ticketless parking is now possible in
over 38 cities: this reduces the volume of traffic engaged
in searching for parking spaces. Since November 2016,
ParkNow has given users the option to pay for parking
spaces without leaving their BMW vehicles (first launched
in the new BMW 5 Series). So far, ParkNow has been in-
tegrated into vehicles in Germany, Austria and the USA.

Building convenient electromobility with

BMW i 360° ELECTRIC and ChargeNow

One example of our holistic approach to electromobility
is our 360" ELECTRIC package of products and services.
It includes recharging both at home with the BMW i Wall-
box and on the go at public charging points that accept
—> ChargeNow — a recharge card that enables access and pay-
ment at around 62,800 public charging points installed by
various providers. It is available in 26 countries worldwide
and includes a cashless payment system.

In 2016, the BMW Group launched a new BMW i Wallbox
generation. The benefits of the BMW i Wallbox lie in the
faster charging time - it charges up to six times faster than
the charging cable provided as a series component. In ad-
dition, several users can set up a personal profile for the
BMW i Wallbox Plus and BMW i Wallbox Connect models,
to generate individual invoices.

The BMW Group also offers an installation service that
checks which BMW i Wallbox can be installed at the cus-
tomer’s home. If requested, the qualified on-site electrician
from our partner installation company can also deliver,
install, start up and provide instructions on how to use
the system. 360° ELECTRIC also includes Assistance Ser-
vices with ConnectedDrive products designed specifically
for electromobility, as well as further service and repair
offerings.


https://www.chargenow.com/
https://de.park-now.com/en/
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Vehicle connectivity for enhanced
inter-modal mobility

Global migration to large cities continues unabated. As
there is little room for expanding the existing traffic
routes in the cities, the existing infrastructure has to deal
with ever increasing traffic volumes. This leads to more
traffic jams and more dissatisfaction among road users.
That’s why we need vehicle connectivity concepts that are
designed for sharing, especially in urban areas. Our expe-
rience with DriveNow is a clear indication that car-sharing
customers use more modes of transport than others. That’s
why vehicle connectivity is already a decisive purchasing
factor, both for fleet operators and for private buyers.

We already offer a traffic jam avoidance service, RTTI (Real
Time Traffic Information). In addition, BMW i Connected-
Drive Services include intermodal routing and integration
of public transport, vacant parking space searches close to
the respective public transport stop and bicycle availability
by Call a Bike - the bike rental system of German rail com-
pany Deutsche Bahn AG. In this way, the BMW Group
makes an active contribution towards increasing inter-
modal mobility in cities.

BMW Connected - personalising and

simplifying mobility

In 2016, we launched BMW Connected in the USA and
Europe - a holistic digital concept that provides seamless
support for individual mobility.

The BMW Connected digital mobility assistant has a large
number of functions that support day-to-day mobility
needs. For example, based on the flexible platform Open
Mobility Cloud, a range of devices such as smartphones
and smartwatches can be connected with the vehicle. The
user’s self-learning digital BMW-ID enables BMW Con-
nected to provide personalised experiences across a large
number of “touchpoints”.

-> see
figure 2.04

In this way, the digital services provided by BMW Con-
nected simplify day-to-day planning of journeys and ap-
pointments. Depending on the devices that are connected,
BMW Connected identifies mobility-relevant information
such as addresses in calendar entries and passes these on
directly to the vehicle. Users are alerted in advance by
their smartphones of the ideal time to start their journey,
based on real-time traffic information. In addition, fre-
quent destinations and the user’s personal mobility pat-
terns are automatically saved, thus providing additional
support to the driver.

Automated driving for more convenience,
safety and efficiency

With project i (BMW i), the BMW Group was an early mover
in actively engaging with the topic of electromobility and
developing solutions for application on an industrial level.
The project i 2.0 is now taking the same approach for auto-
mated and fully connected vehicles. Our focus here is on
high-precision digital cards, sensor technology, cloud tech-
nology and artificial intelligence, all of which will make a
decisive contribution towards our success in this segment.

Under the umbrella of BMW Personal CoPilot, the
BMW Group brings together the technologies and systems
that will support us on our way towards autonomous
driving: from the already available driver assistance sys-
tems right through to highly- or fully-automated and final-
ly to the autonomous driving that will be with us in the
future ->. By 2021, we aim to have mastered the initial
quantum leap from partially- to highly-automated motor-
way driving.
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The five development stages of automation
- F2.04
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In the future, we want to enable our customers to partially
or fully delegate driving to the vehicle in non-challenging
situations, for example in traffic jams or in stop-start traf-
fic. The basic principle is that it is the driver who decides
whether the vehicle should switch to a more automated
mode or not. Although this involves a number of regula-
tory and societal challenges, it is a great opportunity in

terms of revolutionising mobility: in addition to the safety
aspects, we also see there being a considerable gain in
terms of time and convenience for our customers — as
well as improved driving efficiency. This creates significant
freedom for our customers to use their time as they see fit
while the vehicle does the driving.
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The benefits of automation at a glance
— F2.05

Premium driving convenience

Support for driver —when under/over-challenged (traffic jam, bottleneck);
in-vehicle free time due to automation

v

Increased safety

The vehicle sees: fast, comprehensively, simultaneously, tirelessly;
safe driving, with and without automation

v

Enhanced efficiency

Optimised use of road infrastructure, traffic jam avoidance;
Use of extended traffic services and mobility concepts;
reduction in air and noise emissions

Experiencing modern assistance systems

with the BMW 5 and 7 Series

Equipped with a stereo camera and five radar sensors, the
BMW 7 Series stays in its motorway lane and keeps its
distance to the vehicle ahead, even at high speeds. And
thanks to Remote Control Parking, the BMW 7 Series finds
its way into the garage, at the push of a button. The BMW
flagship is already the benchmark in the areas of connectiv-
ity and operation when it comes to comprehensively inte-
grating gesture control. In addition, driver assistance has
been taken to the next level in the new 2016 BMW 5 Series:
new features include partially automated lane changing on
motorways and the emergency steer assist that uses precise,
highly dynamic steering support to give the driver addi-
tional safety during critical manoeuvres. These active as-
sistance systems are helping to gradually make vehicle
traffic safer. This applies not only to the driver but also to
all other road users. The BMW Group finds it particularly
important that these support mechanisms always make the
driver aware of the system's limits so that he is not uncon-
sciously distracted from the traffic situation. Assistance

systems require the driver's full attention and should not
be confused with a high degree of - or full - automation
that in some cases allows the driver to actively turn their
attention away from traffic.

Setting new standards for automated driving

with BMWIiNEXT

The BMW Group wants to lead the way in automated
driving and will continue to work hard on further devel-
oping the associated technologies in the coming years.
New sensors and higher performance software as well as
clear advances in artificial intelligence research make it
possible to move forward dynamically with the next steps
in automated driving. With our planned BMW iNext mod-
el, we want to set new standards in this area by 2021. In
this process, we are relying both on our own technological
strength as well as on pooling our expertise in collabora-
tion with innovative partners.

The first milestone was reached at the end of 2015, when
the BMW Group and other carmakers purchased the nav-
igation service HERE, benefitting from this company’s
extensive portfolio of maps, pioneering understanding of
locally focussed services and secure data processing that
complies with data privacy legislation.

A further important partnership on the road to automated
driving is our collaboration with Intel and Mobileye. This
partnership brings together three leading companies from
the automotive, technology and computer vision and ma-
chine learning industries. Our common goal is to develop
an open industrial standard for autonomous driving (a
“non-exclusive industry platform”). Together, we aim to
bring solutions for highly — and possibly even fully - auto-
mated driving into series production by 2021.
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The BMW Group is continuing to expand its capacities in
this area and is participating in collaborative research ini-
tiatives with science and industry with a view to develop-
ing the best solutions and integrating them into series pro-
duction as quickly as possible. Key research areas are auto-
mation in urban areas, traffic management and driving
safety systems as well as technical solutions. This includes
safe return to the driver, addressing disruptions and bar-
riers as well as predictive driving. The first automated re-
search vehicles are to be tested not only on motorways
but also in Munich/DE, in order to test the vehicles in
city traffic conditions. In the automated test vehicles, a
driver will be present who can take over control in any
situation.

The BMW Group will start series production of solutions for highly
and fully automated driving by 2021.

In another project, the ifmo research institute is currently
investigating the long-term effects of autonomous vehicles
on mobility patterns. The results indicate that autonomous
vehicles could increase the number of kilometres covered
by cars. However, any future offering of autonomous car-
sharing fleets as part of public transport systems has the
potential to reduce traffic volumes in urban areas.

Autonomous driving — pooling capacities within the
development centre

In 2017, the BMW Group will pool and further expand its
capacities within a new development centre for autono-
mous driving. The new centre will require a total of around
2,000 employees, creating a large number of new jobs. By
taking this step we are preparing for the technical chal-
lenges we face as we gradually introduce automation.

What is important to us in this context is to make sure
our communications with customers and the public are
based on the facts alone. Therefore, we continue to present
a clear picture of the degree of automation and do not
promise customers more than our systems can provide.
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Mastering the challenges of digitalisation
and automation

The focus of the technological changes is on the safety of
the driver, vehicle occupants and pedestrians. Autonomous
driving technology has not yet reached maturity. Further-
more, clear legal framework conditions need to accompany
the introduction of this technology. The data transfer that
accompanies the developments in digitalisation and auto-
mation also necessitates an intensification of the require-
ments placed on aspects of manipulation and data privacy.

Preventing manipulation

The advance of digitalisation requires additional measures
to protect against unauthorised access to the vehicles. In
order to protect our systems from manipulation, we have
a clear procedure in place that forms an integral part of
our development work. Methodically executed penetration
tests identify potential weak points and close security gaps
even before the respective components are approved. We
turn newly emerging knowledge into binding standards
on an ongoing basis. In this way, the BMW Group aims to
offer its customers the utmost in manipulation protection
and to ensure that there is no unauthorised access to con-
trol devices or vehicle interfaces.

Non-discriminatory vehicle data will in future be made
available to authorised applicants via a manufacturer
backend system. This enables simple and secure sharing
of vehicle data with third-party service providers via a
standardised interface. If our customers so wish, we can
use this interface to transfer, for example, personal driver
profile data to insurance companies to calculate pay-as-
you-drive insurance fees. By using a backend system for
data transfer, the BMW Group minimises the vulnerability
of the vehicle fleet to hacking attacks, as direct and often
unprotected data connections between the vehicle and
third parties can be avoided.

Systematically securing data protection

The BMW Group is committed to the principles of data
processing transparency and data minimisation. In 2014,
we were the first carmaker worldwide to successfully
complete the validation process for the Binding Corporate
Rules (BCR) scheme. The BCR regulation guarantees a
data protection standard that is to be upheld and main-
tained by BMW AG and all its subsidiaries. This ensures
that in the BMW Group, personal data is always handled
at a uniformly high security level, regardless of whether
the data is processed for example in Europe, Asia or
America. An international network of local data protec-
tion coordinators ensures compliance with the Binding
Corporate Rules.

Protection of information and data is an integral part of
the business processes at the BMW Group, and we comply
with the international security standard ISO/IEC 27001.
In the field of vehicle communication (BMW Connected-
Drive) and also digitalisation, transparent for the custom-
er as well as data security and prevention of misuse are
key concerns. Personal data is only collected, processed or
used if this is legally permissible and granted with the
consent of the person in question. In addition, we invest
in technical measures to protect the data. If customers or
prospective customers lodge any complaints regarding
data protection, for example with respect to advertising
campaigns, such complaints are addressed promptly.
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Taking account of registration and liability legislation
There are still a number of hurdles to overcome on the path
to automation: In addition to the Vienna Convention of
1968, there are also issues regarding registration and lia-
bility-related legislation, which still make it difficult to
introduce automated road traffic driving. There must be
clarity regarding which traffic situations a highly automat-
ed vehicle has to recognise independently. With regard to
liability issues, a “black box” is required that stores certain
data necessary to sort out accident liability. This data stor-
age unit can contribute towards allocating responsibility
between human and machine when accidents happen.

Promoting innovative mobility concepts

In addition to services we have developed in-house, the
BMW Group’s BMW i Ventures also has shareholdings in
promising start-up companies. BMW i Ventures is head-
quartered in Silicon Valley and invests in start-up enter-
prises in the area of mobility services and e-mobility as
well as in pioneering technologies from the area of auton-
omous driving and digitalisation - specifically in the in-
vestment fields of “Enabling Technology” and “Digital Ve-

hicle Technology”, “Mobility and Digital Services”, “Cus-
tomer Experience” and “Advanced Production Technology”.

The investment fund can invest up to €500 million. By in-
vesting in business models and technologies that are fit for
the future, the BMW Group can act with more autonomy
and continue to identify and engage with trends in the
world of mobility. This is a clear advantage in view of the
fact that the IT and tech sectors have faster development
cycles than the automotive industry. Our partners benefit
from our many years of experience, our reach and our
broad network of established brands.

Some of the investments of BMW i Ventures include:

= —> Zendrive for more economical road driving
Drawing upon mobile technologies and large data
volumes, Zendrive provides driver-specific analyses
of the economy of the driving style, for example.
The driver can access these analyses at any time.

— Intermodal route planning with - Moovit
The Moovit app integrates comprehensive informa-
tion on the bus, tram and subway schedules of local
transport companies by using their timetable data
as well as real-time information from the “Moovit
Community”.

— - ZIRXon-demand parking service
Users can enter their destination into the ZIRX
smartphone app. When they arrive, a ZIRX agent will
be there to park the car. While the car is parked,
users can book additional services via the ZIRX app.


https://www.zendrive.com
https://www.moovitapp.com
https://www.stratim.com/why/?ref=zirx
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BMW Startup Garage

Die BMW Startup Garage, located in Munich, is a pro-
gramme that aims to secure access to innovative start-up
technologies. The BMW Group acts as a “Venture Client”
to the start-up company. This means that we become a
client to the start-up company very early on. This approach
is very efficient for all involved as it enables the start-up
companies to validate their solutions at an early stage, and
the BMW Group can then have these solutions tailored to
its needs.

— Further information: www.bmwstartupgarage.com

URBAN-X

URBAN-X is a New-York-based start-up accelerator by
MINT and SOSYV, created to invest in start-up companies
that are shaping the future of cities through technology
and design. URBAN-X combines the core competencies of
MINTI, including design, engineering, and usability, with
SOSV’s skills as a longtime investor and supporter of
start-ups as they evolve. With its best-in-class accelerator
programmes worldwide, and $300 million in capital under
management, SOSV was recently named the third-largest
seed investor worldwide.

—> Further information: www.urban-x.com

URBAN-X is a start-up acceleratorin New York.

Forecast

We will continue to work on intelligent networking of mo-
bility services, vehicles and infrastructure in order to make
urban mobility more flexible, convenient and sustainable.
The BMW Group brings together its strong brands, techno-
logical expertise and innovative strength with new strategic
partnerships and collaborations (HERE, Intel and Mobil-
eye) and their innovative solutions.



Introduction

PRODUCTION
1 AND VALUE CREATION

Strategy

2 3
Products

and services

3

- Production
and value creation

3.1 Consumption
of resources

3.2 Renewable energy

3.3 Sustainable,
resource-efficient
supply chain

4

Employees
and society

5

Fundamentals

Further key indicators

GRI G4 Content Index

Appendix



52

3

- Production
and value creation

3.1 Consumption
of resources

3.2 Renewable energy

3.3 Sustainable,
resource-efficient
supply chain

Q Search
< Back

STAKEHOLDER

SUSAN DREYER

Country Director Germany

What challenges does a globally operating automotive group
currently have to face in decarbonising its value chain?
Driving down CO, emissions along the automotive value
chain has systemic impacts on car design, with conse-
quences for the production system, industry structure and
the viability of current business models. The industry is
thus required to rethink its business model at large, as a
more radical design philosophy would question core elem-
ents of the product. Similarly, the complex and sometimes
opaque supply chains of global automotive groups carry
sustainability challenges, resource risks, and efficiency
opportunities. Another challenge is getting BMW's suppliers
to engage with their own suppliers. On average supply
chain emissions are many times greater than those from
direct operations - so it’s crucial that engagement cascades
down the supply chain.

Why do automotive manufacturers have to rely on “sustain-
able mobility and sustainable production” in the long term?
At a European level, ELV (end of life of vehicles) legislation
already stipulates an 85% recycling rate. So it’s important
for automakers to work closely with vehicle dismantlers,
shredders and recyclers to ascertain the best methods for
high value extraction of mechanical parts. Additionally,
auto manufacturers are increasingly investigating the
potential for circular economy realisation across the entire
value chain. The Paris Agreement and adoption of SDGs
are the beginning of a new era in which businesses must
develop innovative strategies to survive in a low-carbon

economy. It can no longer be business as usual, with 83%
of BMW suppliers that are reporting into CDP already
identifying climate-related risks, increasing pressure on
resource availability, impending shifts in regulation and
changing consumer expectations. As such, the industry
will be expected to innovate and experiment.

How does the BMW Group face the challenges from

your point of view?

Car companies will be able to identify and capitalise on
the risks and opportunities on their path towards sustain-
able mobility and production by valuing non-financial
reporting and encouraging their suppliers to do the same.
BMW Group has integrated sustainability into its supply
chain strategy and targets. Among other things, the com-
pany is assessing its top 100 suppliers against key indica-
tors such as emission targets, reduction initiatives and

changes in absolute emissions. This allows the company to
track annual performance, develop competitive bench-
marks and inform its future supplier engagement strategy.
As aresult, BMW Group was able to initiate pilot projects
for emission reductions in collaboration with key suppliers,
and covers 69% of its procurement overall spend, among
the largest coverage known to us. BMW's sustainability work
has made it one of only two companies worldwide (out of
5,800 who reported to CDP in 2016) to achieve an A score
in CDP’s Climate Change programme for seven years

in a row.
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RELEVANCE
FOR BMW GROUP

Climate change is one of the greatest challenges facing society
today. Negative impacts on particularly vulnerable areas and
populations can already be seen. At the same time, the world
population is growing and with it the consumption of resources.
CO, and pollutant emissions are also increasing due to the
production of consumer goods. In order to fulfil our vision of
being the most sustainable premium manufacturer, we are
continuously reducing CO, emissions and resources used per
vehicle produced. We are increasingly using renewable energies
at our locations worldwide. In addition, we foster the imple-
mentation of social and environmental standards as well as
transparency and resource efficiency in our supply chain.
These measures are becoming increasingly important in the
development of electromobility. We are therefore making a
contribution towards solving the challenges faced by society,
and are reducing both risk and production costs.
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0.57

2015

Waste for disposal per vehicle
produced inkglvehicle
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3.1
CONSUMPTION
OF RESOURCES

Our company is facing the challenge of conserving re-
sources and tackling climate change. This is also very
relevant for the production processes of the BMW Group.
We require resources for the production of our vehicles and
the energy we consume generates emissions. What is more,
production can be impaired by the impacts of climate
change. For this reason, we continuously increase our ener-
gy and resource efficiency and minimise CO, and pollutant
emissions from our production. We see this as the most
important component of responsible business management.
In addition, our measures help reduce production costs,
meet the needs of our customers and stakeholders and
prepare for new legal requirements.

Since 2006, we have reduced our use of energy and water,
waste and waste water as well as solvents and CO, emis-
sions from vehicle production per vehicle produced by an
average of 50% —>. In 2016, utilisation of resources and
emissions per vehicle produced were reduced by an aver-
age of 4.9% compared with the previous year.

- see
table 3.01

Further improving the good figures achieved in recent
years is a major challenge for our environmental manage-
ment system. We continuously work on this at all existing
and new locations. On the one hand, we want to achieve
our internal goals through our environmental management
system. On the other hand, it is important to respond to
external trends, such as increasing prices of raw materials
or growing involvement of our locations in urban metro-
politan areas, which requires further reduction of environ-
mental impacts.

We are among the leading automobile manufacturers in
the areas of emissions, waste and process waste water and
have also already achieved our internal objectives. We will
continue our efforts to make further improvements in
these areas. Our main focus is now on energy and water
consumption, where there have been slight increases in
the reporting period and we are yet to achieve our objec-
tives. In this area we systematically follow our reduction
plans and continue to work on achieving our objectives.

Improvement in resource consumption and
emissions from vehicle production since 2006
- T3.01

Energy consumption -35.4%
CO, emissions —-48.6%
Waste for disposal -81.5%
Water consumption -31.0%
Process waste water -48.8%
Solvent emissions -54.6%

In 2001, the BMW Group signed the —> International Declaration
on Cleaner Production of the United Nations Environment Pro-
gramme and expressly committed to keeping the environ-
mental impact and resource consumption of our production
activities as low as possible.


http://www.unep.fr/scp/cp/network/pdf/english.pdf
http://www.unep.fr/scp/cp/network/pdf/english.pdf
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We have thus established environmental management sys-
tems at all existing production plants, with plans to install
them at all future locations. With the exception of motor-
cycle production in Manaus/BR and Hosur/IN, all of our
production locations, German dealerships, as well as six
others in Europe (Vienna/AT, Zurich/CH, Rome/IT, Milan/
IT, Madrid/ES and Barcelona/ES) are now certified ac-
cording to ISO 14001 —>. After the standard was revised in
2015, we are now implementing the environmental man-
agement systems at our locations in line with the changes.
The newly set priorities include greater involvement of
stakeholders and consideration of the entire life cycle of
our products and services. Most of these changes corre-
spond to our long-standing practice. However, they must
also be integrated into our management system check ac-
cording to ISO 14001:2015.

Our six competence centres (for water, waste, energy, emis-
sions, training and environmental management system)
are staffed by environmental experts from the different
plants and by specialists from Corporate Environmental
Protection. They discuss legal requirements and best-prac-
tice solutions with technology experts from the production
plants and develop reference systems on which to base
future planning and process improvements. Environmen-
tal improvements that have been effective at one location
are implemented at other locations wherever possible. Both
existing and new locations benefit from this, such as our
future plant in San Luis Potosi/MX. Furthermore, we pass
on our experiences to our suppliers in order to improve
sustainability in our supply chain where possible —.

- see
table 3.02

- see
Further
key indicators

- see
chapter 3.3

Optimising energy efficiency

In 2016, energy consumption from our vehicle production
slightly increased to 2.21 MWh per vehicle produced com-
pared to the previous year (2015: 2.19 MWh) . This can
essentially be attributed to the launch of the new engine
plant in Shenyang/CN and the construction of a new, ef-
ficient paint shop in Munich/DE. As soon as the new,
highly efficient plants and production facilities are under-
way, the old facilities that they replace will be deactivated.
In line with this, we expect energy consumption to decline
as soon as 2017. We are coming closer to our goal of reduc-
ing consumption per vehicle by 45% by 2020 compared to
2006. A number of measures are already planned to help
us achieve this, including heat regeneration, the compre-
hensive use of LEDs and further increases in efficiency at
paint shops using integrated painting processes. So far, we
have achieved a reduction of 35.4% compared to the base
year of 2006. > GRIG4-EN5, GRI G4-EN6

Energy consumption per vehicle produced?
- T3.02

in MWh/vehicle

‘HHHHH\H‘\HHHHHH\‘
- w
o o

o

2012 2013 2014 2015 2016

! Efficiency indicator = electricity, heat, natural gas and heating oil consumption from
vehicle production (without motorcycles) minus CHP losses, divided by the total number
of vehicles produced, not including the vehicles from the Magna Steyr/AT and Nedcar
contract production plants.

— GRIG4-EN5, GRI G4-EN6
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Smart management of energy data

The BMW Group continuously takes measures which help
save energy and reduce CO, emissions at the same time.
For instance, a forecast-based building control system was
installed in the IT centre of the Munich/DE location, which
uses weather forecasts, a building structure simulation as
well as regular measurement data to optimise energy con-
sumption for the ventilation and heating of the office build-
ing with a surface area of almost 60,000 m? and 3,000 em-
ployees. The system was planned there as a pilot. It not
only reduces the heat consumption by 1,200 MWh, but also
increases convenience of use for employees. After this suc-
cessful pilot project, there are now plans to implement the
concept at other locations.

At our branch in Stuttgart/DE, energy costs were reduced
by 40% through the use of the energy management system
“Emsyst 4.0”. The system uses sensors to record all con-
sumption and controls it so that heating is turned down,
for instance, when windows are open.

In April 2016, the BMW Group was selected as one of just
nine companies to take part in the North American Energy
Management Pilot Program (NAEMPP). This programme
fosters exchange between participants in the USA, Canada
and Mexico and therefore supports the faster implementa-
tion of the ISO 50001 standard and the Superior Energy
Performance® certificate of the U.S. Department of Energy
to reduce energy consumption and CO, emissions. The
project began in 2016 and will end in mid-2017 with an
evaluation and assessment including best practice transfer.
Specific measures include the creation of an inter-disci-
plinary energy management team, the formulation and
approval of a plant energy policy with long-term energy
planning, as well as the identification of statistics which
further increase transparency for targeted energy con-
sumption.

Systematically reducing CO, emissions

In light of climate change, the reduction of CO, emissions
is highly relevant for the BMW Group. Reducing CO, emis-
sions not only makes environmental sense - it is also a
business opportunity for the company. Fewer CO, emis-
sions mean cost savings and competitive advantage due to
less energy consumption and avoidance of CO, levies. In
addition, many of our fleet customers have high expecta-
tions with regard to green car policies. So we are reducing
CO, emissions both in our own production as well as along
the value chain.

Minimising CO, emissions at company locations

CO, emissions at the BMW Group locations are generated
directly from burning fossil fuels (Scope 1 emissions) and
indirectly through the company’s electricity and heat con-
sumption (Scope 2 emissions). We focus on reducing CO,
emissions from our production facilities, which account
for around 90% of these Scope 1 and 2 emissions. We are
pursuing our vision of carbon-free energy supply at all
locations.

Through our measures to increase energy efficiency, as
well as the use of electricity from renewable sources at our
production plants, CO, emissions from vehicle production
per vehicle produced decreased in the reporting period
by another 5.3% to 0.54 t compared to the previous year
(2015: 0.57 t CO, per vehicle).

To increase energy efficiency, we are currently developing
CHP systems at seven locations. These highly efficient new
systems quadruple the production capacity of the eight sys-
tems that we currently have.
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Another example of the increase in energy efficiency and
the associated reduction of CO, emissions is the exten-
sive replacement of lights by LEDs, a process which the
BMW Group began in 2016. Around 115,000 lights were
replaced in total. As a result, a reduction in the energy
demand amounting to 6,848 MWh was achieved in 2016,
which meant that we were able to avoid CO, emissions of
around 2,800t.

CO, emissions per vehicle produced?
- 73.03

int/vehicle

N
o

I 0.57 (542

2012 2013 2014 2015 2016

‘HHHHHH\‘HHHHHHH‘
o
o

o

! Efficiency indicator = CO, emissions (from vehicle production, without motorcycles)
from Scope 1 and Scope 2 minus CHP losses divided by the total number of vehicles
produced, not including the vehicles from the Magna Steyr/AT and Nedcar contract
production plants.

2 Calculated using revised emissions factors.

— GRIG4-EN18

In 2016, emissions in our production network amounted
to 1,254,961 t CO, (2015: 1,267,485 t). This means that, in
spite of an increase in production volume, we achieved a
decrease in overall CO, emissions in this area for the sec-
ond year in a row. This was possible thanks to a steady
increase in the amount of green electricity purchased. We
see the consistent decrease in CO, emissions per vehicle
produced in recent years as confirmation of the effective-
ness of our measures —>. - GRIG4-EN18, GRI G4-EN19

- see
chapter 2.1

- see
chapter 3.3

- see
Further
key indicators

table 3.03

Reducing CO, emissions in the value chain

Both upstream and downstream in the value chain, we
continually reduce emissions caused by the use and dis-
posal of our products, in our supply chain, in transport
logistics and by employees commuting to and from work
(Scope 3 emissions). Around 70% of these Scope 3 emis-
sions are generated during utilisation of the vehicles sold.
The emissions generated during fuel production are not
counted here. With our Efficient Dynamics technologies,
we are continually reducing the average fleet emissions
of CO, per kilometre worldwide - in 2016 by 2% to 144 g
CO,/km (2015: 147 g CO,/km) .

Around a fifth of Scope 3 emissions were generated in the
upstream supply chain. We constantly work with our sup-
pliers to look for further possibilities to use resources more
efficiently ->.

Furthermore, around 2% of Scope 3 emissions are caused
by the global transport volume required to supply our pro-
duction plants with materials, to deliver our vehicles and
to supply spare parts to the markets. In order to keep these
CO, emissions to an absolute minimum, we work on the
principle “production follows the market”. We also con-
tinually increase the share of low-carbon modes of trans-
port. Increasing rail transport is a measure to reduce CO,
emissions. For instance, we were able to keep the number
of new vehicles that leave our plants by rail at the high
level of 59.7% (2015: 63.1%). The small decrease is due to
a slightly altered regional distribution of our production
—. Rail also plays an important role in supplying the plants
with production material. For example, a train with vehicle
components runs on the Trans-Siberian railway from Ger-
many to China twice a week. Furthermore, in cooperation
with logistics service providers we are deploying the first
all-electric lorries in the transport of goods near the plants.
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With Design for Recycling, we ensure that as many of the
components as possible flow back into the materials cycle
once the vehicle has reached the end of its life cycle. This

leads to lower CO, emissions in the value chain —. - see
chapter 2.1

BMW Group CO, footprint

- T3.04

intCO, 2012 2013 2014 2015 2016

Total emissions' 61,603,503 64,019,874 66,913,264 68,991,955 70,818,970

SCOPE 1: DIRECT GREENHOUSE GAS EMISSIONS (CO,, NOy)

Total emissions 484,612 492,798 494,931 536,168 562,146
Emissions of BMW Group locations? 395,012 399,473 403,810 443,575 472,021
Emissions of company vehicles 84,633 88,695 85,695 87,358 85,008
Emissions of company-owned planes 4,966 4,630 5,426 5,235 5,117

SCOPE 2: INDIRECT GREENHOUSE GAS EMISSIONS

Total emissions? 862,214 922,843 966,067 923,313 868,089
Electricity/heat purchased by BMW Group locations? 862,214 922,843 966,067 923,313 868,089

SCOPE 3: INDIRECT GREENHOUSE GAS EMISSIONS

Total emissions 60,256,678 62,604,233 65,452,266 67,532,474 69,388,735
Emissions of logistics 1,247,100 1,383,774 1,518,304 1,402,082 1,427,399
Emissions of emissions of business trips 111,971 113,388 137,601 138,522 166,164
Emissions of employees’ commuter traffic* 113,505 122,584 121,428 133,690 139,797
Emissions of upstream chain® 12,592,090 13,274,865 14,331,118 14,886,300 15,391,154
Emissions of utilisation phase® 45,251,958 46,696,786 48,239,470 49,582,958 51,079,073
Emissions of disposal® 940,054 1,012,836 1,104,345 1,145,158 1,185,148

' Addition of emissions from employees’ commuter traffic, from 2012 onwards emissions from supply chain, utilisation phase and disposal as well as from 2015 onwards BMW Group location emissions from BMW
Motorrad Berlin/DE and corporate functions, development and administration in Munich/DE. The emissions listed account for around 90% of the Scope 1 to Scope 3 emissions of the BMW Group. Climate-relevant

gases other than CO, are not included in Scope 1 and 2 emissions.

2 Figures from 2015 onwards not directly comparable to previous years due to changes in system boundaries. Emissions from company production locations, including BMW Motorrad Berlin/DE as well as

corporate functions, development and administration in Munich/DE. Application of VDA emissions factors revised in 2015.

3 Figure from 2015 onwards not directly comparable to previous year due to changes in system boundaries. Emissions from company production locations, including BMW Motorrad Berlin/DE as well as corporate
functions, development and administration in Munich/DE. Market-based emissions in accordance with GHG Protocol Scope 2 Guidance. Application of supplier electricity labelling 2015 in Germany and UK as well

as the VDA factors revised in 2015. Scope 2 emissions calculated using “location-based” method (overall third-party electricity and heat purchased calculated using VDA factors): 1,532,448t CO,.
4 Extrapolation from the table “Means of transport used by BMW employees and indirect CO, emissions from employees’ commuter traffic”.

® Thinkstep's LCA tool Gabi calculates emissions from supply chain and disposal processes, based on the carbon footprints of representative vehicles from the product lines (including the climate-relevant gases
C0,, CHy, N,0, SFg, NF3, among others). Corresponding with the CO, emissions, energy consumption (lower heating value) is calculated based on the environmental footprints. Around 70,205,000 MWh in the

supply chain as well as 476,000 MWh at the disposal companies.

® The fleet emissions are extrapolated from the average fleet emissions of the main sales markets of the BMW Group. The calculation was based on an average mileage of 150,000 km.

— GRIG4-EN4, GRI G4-EN15, GRI G4-EN16, GRI G4-EN17
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BMW Energy Services — developing business models

for the energy transition

The newly created business unit BMW Energy Services
operates a number of digital business models that aim to
participate in the energy market of the future and help
drive the energy transition.

In 2015, we founded “Digital Energy Solutions”, a joint ven-
ture company in collaboration with Viessmann. The digital-
ly-based services of Digital Energy Solutions are designed
for small and medium-sized enterprises from trade and
industry. One of the key aims of the business model is to
identify and utilise the potential presented by energy flex-
ibility. Another goal is to effectively use excess volumes of
power - particularly from renewable energy sources - to
bundle the synergies that can be found between the elec-
tricity, heat/cooling and mobility sectors. For example, ex-
cess power from a photovoltaic system can be used to
directly charge the electric vehicle fleet. Customers ben-
efit from this service in three ways: their energy costs are
optimised holistically, their carbon footprint is reduced
sustainably and they can be sure of improved security of
supply at their company locations. The overall aim of the
joint venture is to achieve the CO, emissions targets in the
energy, heat and transport sector at low cost, in particular
in Germany and Austria.

- see
chapter 2.2

-> see
figure 2.02

- see
Further
key indicators

At some BMW Group locations, the BMW Group has been
using “balancing energy” since 2015 to sell its flexible ca-
pacity from the heat and power it generates in-house.

In addition, we implement solutions based on used vehicle
battery storage, storing environmentally-friendly but vola-
tile solar and wind energy to be used when required .

Using raw materials intelligently

The environmentally friendly use of raw materials is taken
into account as early as the vehicle development phase via
Life Cycle Engineering -. We shape our supply chain and
material cycles accordingly, allowing us to gradually in-
crease the use of secondary raw materials in our vehicles.
Up to 20% of the thermoplastic materials in our vehicles
are now made from recyclates (2013 to 2016: up to 20%).
These materials account for an average of 12% of vehicle
weight -. We use up to 50% secondary aluminium in high-
strength cast aluminium parts. - GriG4-EN2 Wherever it
makes technical, business and environmental sense and is
socially viable, we replace artificial materials with renew-
able materials. For example, we replaced supports of door
trim panels with natural fibres. These are used in the
BMW i3, BMW 7 and BMW 5 models, among others. This
way, we make a significant contribution towards resource
efficiency.
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We carefully consider weight, function and costs in the
use of rare earths. Rare earths are key raw materials for a
number of components in modern vehicles. How we use
rare earths can contribute towards reducing fuel consump-
tion, for example by increasing the efficiency of electrical
systems. In some components, such as the engine fan, we
have completely replaced rare-earth elements that are po-
tentially critical to supply.

End-of-life vehicle recovery and recycling

We do not consider end-of-life vehicles as waste to be dis-
posed of, but rather as a secondary source of raw materials.
Established recovery systems for end-of-life vehicles, com-
ponents and materials ensure that they are reintegrated
into the raw materials cycle.

At the BMW Group’s recycling and dismantling centre (RDZ) in Unterschleissheim/DE,
research is done into environmentally friendly and efficient recycling of BMW vehicles.

Together with its sales organisations in each country, the
BMW Group has installed recovery systems for end-of-life
vehicles in 30 countries and offers vehicle owners environ-
mentally friendly vehicle recycling at dedicated recovery
centres. - GRIG4-EN27, GRI G4-EN28

All BMW Group vehicles brought onto the market since
2008 meet the strictest global requirements set for the re-
cycling of end-of-life vehicles, components and materials
(95% total recycling, 85% reuse and material recycling).

At our recycling and dismantling centre (RDZ), we test
new recycling concepts for innovative vehicle components
on an ongoing basis. Furthermore, we promote the imple-
mentation of new recycling technologies, such as the re-
cycling of high-voltage batteries and carbon fibre compo-
nents through cooperation with research institutes and
suppliers. We also intend to close the material cycles in
this area by using secondary raw materials in the produc-
tion of lithium-ion batteries.

In September 2016, we founded the Joint Venture Encory
together with the ALBA Group, which recovers, prepares
and sells used automotive parts. The goal of the company
is to increase recycling of high-quality vehicle parts, as well
as to effectively and efficiently organise the collection and
preparation of used parts.
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Avoiding and recycling production waste

We have already achieved our goal of reducing waste vol-
ume in vehicle production by 45% by 2020 compared to
the base year 2006. In spite of this, we continue to mini-
mise the amount of waste for disposal, and integrate as
many residual materials as possible into a complete life
cycle management system. We achieve this by improving
our waste separation processes and working hard to find
turther recycling and reuse options for the individual
waste types. In 2016, we obtained an official permit for the
Tiexi plant in Shenyang/CN for the recycling of material
from dry separation. The permit makes it possible to use
the material for recycling in a cement plant.

The waste from production that cannot be recycled was
turther reduced in 2016 to 3.51 kg per vehicle produced
(-12.3% compared to 2015 ). We see this as an indicator
of the effectiveness of our reduction efforts.

Waste for disposal per vehicle produced!
- T3.05

in kg/vehicle
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1 Efficiency indicator = waste for disposal from vehicle production divided by the total number of
vehicles produced, not including the vehicles from the Magna Steyr/AT and Nedcar contract
production plants.

- see
table 3.05

Reducing water consumption and waste water

We work on an ongoing basis to reduce our water consump-
tion. In doing so, we place a special focus on production
plants in countries with an increased water risk such as
South Africa, the USA or China. There are currently no
water supply risks at our production plants.

The three largest water consumers at the BMW Group are
the sanitary facilities for our workforce (47 %), evaporation,
mainly at cooling towers (around 34 %) and the production
processes, in particular at the paint shops (around 19%).
We are continuously improving our resource efficiency in
all three areas. During the reporting period, we reduced the
water consumption of our plants in Munich/DE, Regens-
burg/DE and Rosslyn/ZA by optimising processes and
upgrading paint shop facilities as well as by reusing water
from wastewater treatment for production and cooling.

Water consumption per vehicle produced!
- T3.06

inmé/vehicle

w
=}

2.22 2.18 1 2.24 2.25
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1 Efficiency indicator = water consumption from vehicle production divided by the total num-
ber of vehicles produced, not including the vehicles from the Magna Steyr/AT and Nedcar
contract production plants.
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Water consumption per vehicle produced was maintained
roughly at the level of the previous year in 2016 despite
worldwide temperature records with long hot spells (2016:
2.25m?3 2015: 2.24 m?). Energy consumption was reduced
by 31% compared to the base year 2006 —. - see
table 3.06
We continuously work on implementing our vision of water-
free processes in production. In 2016, 0.42 m? of process
waste water was generated per vehicle produced -. By - see
continuously improving our plants, and in particular opti- table 3.07
mising our paint shops and wastewater treatment plants
in Spartanburg/USA, Rosslyn/ZA and Dingolfing/DE, a
reduction of 6.7% compared to the previous year was
achieved (2015: 0.45 m?). With a reduction of 48.8% com-
pared to 2006, we have already achieved our 2020 goal
(45% compared to 2006).

Process waste water per vehicle produced!
- T3.07

in m®/vehicle

o
<)

0.47 0.47 0.45

0.51

— T i 0.42
I I N
0

2012 2013 2014 2015 2016

' Efficiency indicator = process waste water from vehicle production divided by the total
number of vehicles produced, not including the vehicles from the Magna Steyr/AT and
Nedcar contract production plants.

- see
table 3.08

Minimising solvents

In our Group-wide environmental efforts, we also aim to
minimise the impact of our emissions of volatile organic
compounds (VOC) on the environment. These are primari-
ly generated in our paint shops. By the end of 2016, VOC
emissions from vehicle production per vehicle produced
had been reduced by 54.6% compared to 2006, signifi-
cantly exceeding the goal we had set ourselves of a 45%
reduction by 2020.

With an average of 1.14 kg VOC emissions per vehicle pro-
duced, we are below the stringent maximum levels stipu-
lated in Germany at almost all plants worldwide. The
paint shop is being refurbished at the location in Rosslyn/
ZA, which is the last one that does not yet comply with
the maximum levels stipulated in Germany. According to
predictions, we will also be below these maximum levels
there after the upgrade. The maximum levels stipulated by
the individual countries are also complied with at all pro-
duction locations. VOC emissions per vehicle produced
dropped by 6.6% in 2016 compared to 2015 ->. This was
achieved by implementing further post-combustion meas-
ures as well as through improved process technology (for
example, use of robots at the paint shop in Rosslyn/ZA) in
the global production network, although VOC emissions
increased slightly at two locations due to the introduction
of new processes.



65

Solvent emissions per vehicle produced!
- 73.08

in kg/vehicle

1.78

2.0
— 1.59
1.29 1.22 114
1.0 I
0

3 2012 2013 2014 2015 2016

Production ' Efficiency indicator = VOC emissions from vehicle production divided by the total number of
H vehicles produced, not including the vehicles from the Magna Steyr/AT and Nedcar contract
and value creation broduction plants,

- 3.1 Consumption
of resources

3.2 Renewable energy

3.3 Sustainable,
resource-efficient
supply chain

Q Search
< Back

Forecast

In the coming years, we will continue to pursue our efforts
to increase resource efficiency and in doing so pay particu-
lar attention to the materials needed to expand electromo-
bility. The Group-wide conversion of the environmental
management system according to the revised ISO 14001:
2015 standard will remain a priority.

The new paint shop in our plant in Munich/DE will be
fully operational in the third quarter of 2017. It will con-
tribute towards the reduction in energy and water con-
sumption. Other energy- and water-saving measures are
planned for various locations: for example, a new wastewa-
ter plant at the Regensburg/DE plant, the completion of
the modification of the paint shop in Dingolfing/DE, a
process change in the foundry in Landshut/DE, the comple-
tion of the factory refurbishment in Rosslyn/ZA and the
plant expansion in Shenyang/CN.

From 2019 onwards, our new plant in Mexico, which is
currently under construction, will make a significant con-
tribution to our resource efficiency. From its first full pro-
duction year, it is expected to become the most resource-
efficient plant of the BMW Group.
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3.2
RENEWABLE ENERGY

Renewable energy plays a crucial role in the reduction of
CO, emissions. In order to tackle the effects of climate
change, we are expanding our own production of renew-
able electricity at our locations and increasingly using
electricity from renewable sources on a global scale. This
way, we improve our environmental performance, support
the development of sustainable energy generation and
contribute towards protecting the climate. Last but not
least, this approach is consistent with our understanding
of sustainable mobility with vehicles that are produced with
the lowest emissions possible. Our commitment is also fi-
nancially sound, since green energy is becoming increas-
ingly cheaper thanks to technological advancements.

We are increasingly using renewable energy along the en-
tire value chain. Besides promoting renewable energy in
vehicle utilisation -, our main focus is on our own plants.
A large share of CO, emissions in the manufacture of our
products is generated by our suppliers. That’s why we sup-
port the use of renewable energy in our supply chain, too.

In 2016, we continued to expand our use of renewable en-
ergy to 63% —>. The steady increase in green electricity
shows that our measures are taking effect. The changing
political and economic situation prevent an even quicker
expansion at many locations. In this regard, we continu-
ously strive to find technically as well as economically and
politically viable solutions.

- see
chapter 2.2

- see
table 3.09

Share of renewable energy purchased
from third parties’
- 73.09

in %
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' Figures from 2015 onwards not directly comparable with figures for 2012-2014. Figures
from 2015 onwards include all BMW Group production plants as well as corporate functions,
development and administration in Munich/DE.

Expanding use of renewable energy at
BMW Group locations

We decide at each location which form of renewable en-
ergy makes the most sense in view of local conditions.
A number of different technologies are therefore used to
generate energy at our locations.

We make producing our own renewable energy a priority.
If this is not possible due to prevailing conditions, we pur-
chase green electricity locally as far as possible. At all lo-
cations we continuously work on increasing the amount of
electricity from renewable sources. For this purpose, we
conduct regular country analyses in which we regularly
assess the political and economic conditions. This regular-
ity is necessary as local legislations regarding renewable
energy are amended continually. We have already conclud-
ed these for Germany and the UK and are implementing
appropriate measures. We started assessing the situation
in the USA in 2016.
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As far as possible at new plants, we integrate renewable en-
ergy into planning from the start. An example of this is
our plant in Mexico, which is currently under construction.
We cover the basic load of the plant with photovoltaic
electricity from our own solar energy facility. Grounds for
the building of photovoltaic systems were first earmarked
in the initial planning stage.

One of our measures of the previous year took full effect
in our plant in South Africa: the Bio2Watt system, which
is operated with biogas from cow and chicken farm waste
as well as food production waste and has supplied our
plant in Rosslyn/ZA with CO,-free electricity since 2015,
had its first full operational year in 2016. In total, it sup-
plied 15,844 MWh electricity, which corresponds to 25%
of the total electricity requirement of the plant.

Using renewable energies: hydropower plants on the Columbia River
supply the Moses Lake facility.

Besides production plants, we are also active in our office
buildings. We have extensively renovated our new BMW
Classic building in Munich/DE and equipped it with a
photovoltaic system. Furthermore, we carried out energy-
based refurbishment in our Head Office in South Africa
and achieved a 5-star rating from the Green Building
Council SA (GBCSA). The building received the highest
scores in the area of energy, based on the photovoltaic
system installed on the roof of the building, among other
things. Moreover, electricity meters were installed in order

to achieve the highest level of transparency with regard to
energy consumption. These measures enabled us to reduce
peak electricity consumption of the building by 30% com-
pared to the condition before the renovation. Our own
photovoltaic system covers a major part of the remaining
electricity demand.

Using green electricity for IT

Computer centres also require great quantities of electric-
ity. We therefore pay attention to energy efficiency, use the
highest possible amount of green electricity and also try to
find climate-neutral solutions in the creation of conditions.
For example, we cool our computer centre in Munich/DE
with groundwater from wells along the Munich metro
line. In this way, no CO, emissions are generated through
cooling.

The new computer centre, which is built in Aschheim/DE
outside of Munich/DE and used by the BMW Group as a
co-location, requires electrical power of up to 36 MW in
the final expansion. A sophisticated cooling concept using
very efficient air/air-heat exchangers provides climate con-
trol with the lowest electricity consumption possible.

Like our plants in Germany, our computer centres here are
also operated with a mix of energy, of which the share of
green electricity is a lot higher than that of the German
electricity network. In 2016, our plants and computer
centres in Germany were supplied with more than 80%
green electricity.

Another computer centre of the BMW Group is located in
Iceland, where the entire electricity demand is covered by
geothermal energy and water power.



69

3

Production
and value creation

3.1 Consumption
of resources

—> 3.2 Renewable energy

3.3 Sustainable,
resource-efficient
supply chain

Q Search
< Back

Promoting renewable energy in the
supply chain

We also promote the use of renewable energy in our supply
chain. Our work begins at the strategic level: based on
information we draw from our suppliers as part of the
- Supply Chain Programmes (CDP) -, we reach agreements with
our suppliers that they will increase the share of renew-
able energy they use. We assess the CO, performance as
part of annual Supplier Performance Reviews for our top
100 suppliers. The share of renewable energy is one of the
ten points that are relevant for the BMW Group. This
means that the reported share of renewable energy is
compared to that of a reference group, and required action
is derived on this basis. We regularly come to agreements
with clients on how to increase this share. A particularly
outstanding example from 2016 is the DRAXLMAIER
Group, a family-owned enterprise and one of the top 100
automotive providers worldwide with the focus area of
vehicle electrical and interior systems. The DRAXLMAIER
Group agreed to switch to renewable gas and electricity
for all locations in Germany and Austria, and then imple-
mented this in 2016. In addition, the BMW Group has com-
municated science-based targets in its own public CDP
reporting — and a complete shift to renewable energy is
required to achieve these. We ask all suppliers involved in
the CDP Supply Chain Programme to check that their
emission goals for the reporting period of 2017 are com-
pliant and to formulate their own science-based targets.
This process cannot be implemented without a clear strat-
egy change towards renewable energy.

- see
chapter 3.3

Forecast

In the coming years, we will examine the conditions for the
expansion of renewable energy in other countries and take
appropriate measures.

For example, as of 2017, 30% of the electricity requirements
of our branch in Stuttgart/DE will be met by a photovoltaic
system. In Mexico, the construction of the solar energy fa-
cility in the new plant in San Luis Potosi is scheduled so
that carbon-free energy will be available to the plant at the
start of production in 2018.

In addition, we will continue to move forward with our
strategic analyses for the best solution for carbon-free ener-
gy supply in the USA as an important market with one of
the largest production plants of the BMW Group.

Aside from the use of green electricity, we work on de-
veloping strategies to meet the future heat and energy re-
quirements of our locations worldwide without generating
emissions.


https://www.cdp.net/en

> SUSTAINABLE,
RESOURCE-EFFICIENT
SUPPLY CHAIN

The BMW Group will significantly increase

supply chain transparency and resource
efficiency by 2020.

Sustainable supply chain: the BMW Group also requires its

in Bangladesh to meet strict environmental and socia

suppli
| standards.

liers



71

3

Production
and value creation

3.1 Consumption
of resources

3.2 Renewable energy

—> 3.3 Sustainable,
resource-efficient
supply chain

Q Search
< Back

3.3

SUSTAINABLE,
RESOURCE-EFFICIENT
SUPPLY CHAIN

Much of the value added is created by our suppliers. The
global growth of the BMW Group creates ever more com-
plex supply chains. The implementation of environmental
and social standards along the entire value chain is one of
our greatest challenges. We work closely with our suppli-
ers to increase transparency and resource efficiency in the
supply chain and ensure that sustainability standards are
complied with. Only by fulfilling our social and environ-
mental responsibility can we secure the sustainability of
our business model.

The basis for increasing transparency and resource efficien-
cy is our - BMW Group Supplier Sustainability Standards, which
establish social and environmental criteria for our sup-
pliers as well as their suppliers. The minimum require-
ments to be satisfied by all suppliers are complemented by
specific requirements for selected projects.

In order to ensure compliance with the sustainability re-
quirements, we use an industry-wide sustainability ques-
tionnaire as part of our risk management process. The
resulting evaluation of our suppliers is a crucial criterion
for order placement. The individual production plants of
the supplier are taken into account in this — not just the
headquarters. Together with our suppliers, we develop
approaches for more efficient handling of resources. We
also analyse the impact of selected raw materials or mater-
ials along the entire supply chain and support specific
initiatives to increase sustainability.

The BMW Group works with over 12,000 direct suppliers.

We were able to make significant progress in 2016:

— During the reporting period, 5,616 (2015: 1,900)
potential and existing supplier locations were evaluated
via a sustainability questionnaire. The evaluated
sustainability is a tendering criteria for almost all our
parts suppliers —> Retrieve self-assessment questionnaire.

— More and more suppliers are now satisfying our
minimum requirements at the time of commission-
ing. 38 % of suppliers commissioned in 2016 already
had ISO 14001 certification. We demand that desig-
nated supplier locations comply with minimum
requirements by the start of production or agreed
target date at the latest.

— Suppliers who took part in the Supply Chain Pro-
gramme of the CDP in 2016 made up 69% of the
BMW Group purchasing volume in 2016 (2015: 53 %).
This meant that transparency concerning CO, emis-
sions in the supplier chain was significantly increased.
Suppliers taking part in the programme reported
an overall reduction of around 36 million tonnes in
CO, emissions (2015: 35 million t). In addition, we
have started to reach agreements with individual
suppliers on pilot projects to reduce emissions on
this basis.


https://www.bmwgroup.com/content/dam/bmw-group-websites/bmwgroup_com/responsibility/downloads/en/2016/BMWGroupSupplierSustainabilityStandard_2016.pdf
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Principles and standards for suppliers

For the BMW Group, it is essential that our business part-
ners meet the same environmental and social standards
we have set ourselves. The BMW Group Supplier Sustain-
ability Standards stipulate compliance with internationally
recognised human rights as well as environmental, labour
and social standards for all suppliers of the BMW Group.
The BMW Group Sustainability Standard is an integral
part of the request for proposal documentation for new
suppliers and is thus a key tool in the integration of sus-
tainability aspects into the procurement process.

Each potential new supplier must take into consideration
the BMW Group sustainability requirements when submit-
ting a proposal. All agreements concluded by BMW AG
with its suppliers contain clauses based on the principles
of the - UN Global Compact and the —> International Labour Orga-
nization (ILO). These agreements also specify that a contrac-
tual commitment must be made to comply with human
rights, labour and social standards as well as to implement
environmental management systems and specific environ-
mental protection measures - BMW Group website on supplier
network.

When they sign the contract, our suppliers also commit to
ensuring that their suppliers in turn comply with these
agreements. Accordingly, our suppliers are instructed to
ensure that sustainability criteria are also met in the up-
stream supply chain.

Training employees and suppliers

With our training programmes, we aim to raise aware-
ness of the topic of sustainability in the supply chain
among both purchasers and our suppliers. We explain
cause and effect and clearly communicate our expect-
ations to them. In this way, we enable participants to
make decisions that contribute towards greater sustain-
ability in the supply chain.

- see
figure 3.01

We aim to train as many of our purchasers as possible.
During the reporting period, 156 purchasers took part in
a face-to-face training course in sustainability which in-
cludes social, ecological and governance topics. 53 pur-
chasers underwent specific training in administration of
the sustainability questionnaire.

We also provided training to 25 of our suppliers as part of
a two-day certificate course (2015: 20) and carried out
cross-industry training courses for BMW suppliers with
identifiable sustainability deficits in China and the Czech
Republic. More than 120 employees of our suppliers were
trained on the topic of sustainability, with a focus on social
standards. Another area of focus was raising awareness
among 17 BMW Group logistics providers at an industry-
wide event. In addition, we held a two-day basic training
programme on sustainability as part of the Supplier Train-
ing Days in Mexico City in June.

In January 2016, we used the industry-wide event “Auto-
motive Supply Chain Forum - Enhancing Sustainability
Through OEM - Supplier Collaboration” in Shanghai/CN
to train top managers and operations employees of 33 of
our suppliers onsite on specific requirements of the
BMW Group.

Increasing transparency and minimising risks

The main instrument we use to ensure implementation
of our sustainability standards is our sustainability risk
management process. It is made up of the following three
steps .


https://www.unglobalcompact.org
http://www.ilo.org/global/lang--en/index.htm
http://www.ilo.org/global/lang--en/index.htm
https://www.bmwgroup.com/en/responsibility/supply-chain-management.html
https://www.bmwgroup.com/en/responsibility/supply-chain-management.html
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Risk management process of the BMW Group
- F3.01

2. RETRIEVE SELF-ASSESSMENT
QUESTIONNAIRE

1. IDENTIFY RISKS

3. CARRY OUT ASSESSMENTS AND AUDITS

Identify high-risk Identify and analyse
supplier locations high-risk suppliers

based on sustainability based on media screening
risk filter

Obtain self-assessment/
sustainability questionnaire

Develop supplier- Sustainability audit
specific corrective
action plan, based external auditors

Corrective action plan
conducted by independent based on audit
and assessment result

on self-assessment

Sustainability audit con-
ducted by employees of the
BMW Group

1. Identify risks

In order to identify risks, we use a BMW Group-specific
sustainability risk filter. This filter takes account of both
regional and product-specific risks. This includes, for in-
stance, an assessment of social risks in certain countries,
such as child labour or forced labour. However, we also
consider process materials containing substances that can
be hazardous to health and environmental risks such as
damage to nature and emissions.

2. Retrieve self-assessment questionnaire

Before nomination, each production and distribution loca-
tion of the supplier must provide information about how
they implement environmental, social and governance
standards in an industry-specific sustainability question-
naire. Information regarding observance of human rights
and bans on forced labour, resource-conserving material
use, as well as ISO 14001 or EMAS environmental man-
agement systems is collected. - GRIG4-EN32, GRI G4-LA14, GRI G4-HR10,

GRIG4-509 These and other aspects - are relevant criteria - see

for the tendering decision.

- see
chapter 3.2

on page 74

In 2016, 5,616 nominated, active and potential suppliers
were assessed via this questionnaire. This included 89%
(2015: 86%) of new suppliers of materials needed for pro-
duction with a tendering volume of more than €2 million
of BMW AG as well as 96% (2015: 91%) of new suppliers
of materials not needed for production with a tendering
volume of more than €5 million of BMW AG. - GRIG4-EN32,
GRI G4-LA14, GRI G4-HR10, GRI G4-S09

By establishing sustainability requirements in the tender-
ing process, a number of our suppliers have taken decisive
measures to better integrate sustainability into the organi-
sation and processes of their companies. Specific measures,
such as a comprehensive changeover to renewable energy,
have already been initiated —.

If a low sustainability level is identified on a supplier’s
questionnaire, we communicate the industry-wide stand-
ard recommendations to them. In order to ensure that
such a supplier qualifies for nomination in the tendering
process, the BMW AG purchaser requires that improve-
ment measures be implemented by start of production at
the latest. If required, we supplement the supply agree-
ments with corrective action plans and binding rules, such
as the certification of the health and safety management
system. This ensures that all sustainability requirements
are met by the time the supplier begins providing services.
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Sustainability in the tendering process: minimum requirements for suppliers

By integrating sustainability criteria into the tendering process, we raise In addition we have set down additional criteria specific to the BMW Group
awareness among our suppliers’ top management and kick-start the pro- that all suppliers must comply with. These requirements are also binding for
cess of developing and implementing sustainability strategies and pro- selected projects such as the production of the BMW i series. > GRIG4-EN32,
grammes at our suppliers. This is how we spread our sustainability ap- GRIG4-LA14, GRI G4-HR10, GRI G4-S09

proaches to the supply chain. We expect our suppliers to fulfil the following
minimum requirements:

C OVEI‘ Publication of a sustainable value report

3 500 employees

Production

and value creation o
. Over Certified environmental management system in line with ISO 14001 or EMAS,

. and implementation of environmental audits by an external organisation
3.1 Consumption p Y g

of resources 1 0 0 e m p I Oyees Written corporate policy on sustainability requirements for suppliers

as well as communication to their suppliers

3.2 Renewable energy

—> 3.3 Sustainable,
resource-efficient )
supply chain

[ J

Over Written corporate policy on:
5 0 I — Principles of complying with human rights, forced labour, child labour, human trafficking, working
e m p Oye es conditions, remuneration, non-discrimination, freedom of association and collective bargaining
— Health and occupational safety (events should also be organised)

— Business conduct and business relations
— Environmental protection
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3. Carry out assessments and audits

If the sustainability risk filter, media screening and/or sus-
tainability questionnaire identify selected supplier loca-
tions that demonstrate an increased risk of non-compliance
with sustainability standards, they are checked and quali-
fied by independent sustainability audits or BMW Group
sustainability assessments. The sustainability audits are
carried out by external auditors, while the sustainability
assessments are implemented by employees of the
BMW Group. In 2016, 15 audits (2015: 11) and 28 (2015: 2)
assessments were conducted. Sustainability assessments
have been carried out since the end of 2015. Crucial areas
of action identified by audits and assessments have been
highlighted, particularly in the areas of hazardous sub-
stance management, waste management and general work-
ing conditions.

If the results of an audit or assessment show non-compli-
ance or potential for improvement, we work with the sup-
plier to develop a specific plan of action and provide as
much assistance as possible with implementation, which
generally must take place before start of production. If the
supplier is uncooperative or in breach of a fundamental
BMW Group sustainability clause, the contract may not
be granted or termination of business relations may follow.
Our goal, however, is to determine the majority of risks
during the first two stages, to manage these risks and to
help suppliers raise their sustainability standards.

During the reporting period, our employees from procure-
ment introduced the process for identifying and evaluating
sustainability risks at 5,616 potential and existing supplier
locations related to production and relevant sub-supplier
locations (2015: 1,900). Sustainability deficits were identi-
fied at 3,368 potential and existing supplier locations and
corrective measures to remedy the sustainability deficits
were defined for 2,353 (2015: around 400). The key correc-
tive measures from the perspective of the - UN Global Compact
were related to implementation of the following aspects:

— Environmental management system

— Company policy that clarifies principles regarding
collective bargaining, freedom of association and/or
bribery

— Environmental policies covering the handling of
substances and chemicals that are usable to a limited

extent.

— GRIG4-EN33, GRI G4-LA15, GRI G4-HR11, GRI G4-S010


https://www.unglobalcompact.org
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779 supplier locations implemented the corrective meas-
ures by the end of 2016. Confirmation that the corrective
measures have been implemented by the supplier is a pre-
requisite for commissioning. 650 supplier locations were
not commissioned because they did not meet the sustain-
ability requirements of the BMW Group, among other
things. We have not, however, terminated any existing
cooperation. We regard this as confirmation of the success
of our risk management approach of addressing and de-
manding sustainability requirements early on in the pro-
curement process. - GRIG4-EN33, GRI G4-LA15, GRI G4-HR11, GRI G4-S010

Our Supply Chain Response Team responds to indications
of potential non-compliance with our sustainability prin-
ciples. The team is made up of a representative from Opera-
tional and Strategic Purchasing, Corporate Strategy (sus-
tainability experts), Corporate Communications as well as
the works council. In 2016, the Supply Chain Response
Team follows up three indications of three potential breach-
es of sustainability requirements, which were related to
non-compliance with freedom of association, child labour
as well as inappropriate treatment of animals. These cases
are currently being reviewed and processed. - GRIG4-EN33,
GRI G4-LA15, GRI G4-HR11, GRI G4-S010

Improving resource efficiency

In addition to our sustainability risk management system,
we use the Supply Chain Programme of the - CDP to in-
crease resource efficiency and transparency in the supply
chain.

We have been involved in the Supply Chain Programme of
the CDP since 2014. With a coverage rate of 69 %, we have
already achieved our goal of having significantly more than
50 % of our production-related purchasing volume covered
by the CDP reporting of our suppliers by 2016. In the
coming years we will be placing the focus on stabilising the
participating supplier group, increasing transparency and
implementing measures to reduce emissions.

Within the CDP, participating suppliers report on their
CO, status and, if applicable, the water consumption sta-
tus of the respective reporting period. The Supply Chain
Report answers a number of qualitative and quantitative
questions: from targets and initiatives, to risk management,
through to integration into the corporate strategy, from
CO, emissions through to the share of renewable energy.
An overall evaluation verifies the completeness and content
of the answers. The results are fed into the purchasing
strategies of the relevant departments and a competitive
comparison is played back to the key suppliers during their
annual supplier development interviews. During these
interviews we discuss the action required with the top
managers of our suppliers and agree on specific improve-
ment measures. In the reporting period this included fur-
ther increase in transparency, particularly in the area of
indirect emissions, and - in the case that this has already
been achieved - measures to reduce emissions, for example
by increasing the percentage of renewable energy.


https://www.cdp.net/en
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Resource-efficient 40-tonner: the electric trucks that drive to BMW Group plants
produce 21 tonnes less CO, per year than a diesel truck.

Of the 163 BMW suppliers participating in the CDP in 2016
(2015: 99), 83% (2015: 84%) integrated measures to combat
climate change into their corporate strategy and 68% (2015:
64 %) also set themselves corresponding targets. 81% (2015:
80%) of participating suppliers already reported reduced
emissions for individual projects and 45% (2015: 35%) were
even able to keep their overall CO, emissions constant or
reduce them. Savings of around 36 million tonnes of CO,
equivalent were reported to us from our supplier network
for the year 2016 (2015: 35 million t). These savings mainly
resulted from an increase in energy efficiency in production
processes and from optimisation of transport processes.

The rising number of suppliers in the CDP and the positive
results that have been achieved thus far would seem to
indicate that our efforts to increase transparency and re-
source efficiency in the supply chain are effective.

Sustainable extraction and procurement
of raw materials

Given the intermediate trade and processing stages and
commodities trading on the stock exchange, implement-
ing sustainability standards as early as the raw materials
extraction stage is quite a challenge for both us and our
suppliers.

The BMW Group Supplier Sustainability Standards oblige
our suppliers to ensure that their own suppliers also com-
ply with our sustainability requirements. Furthermore, our
potential influence on sub-suppliers is restricted given the
number of global suppliers.

We have identified particularly critical raw materials in our
material strategy. For these, we analyse the relevant need
for action and derive the procedure as well as specific meas-
ures for joint implementation with our supplier network.

In terms of quantity and costs, steel is one of the main raw
materials used in production by the BMW Group. Due to
this particular relevance, we aim to gradually increase
transparency in steel supply chains. We therefore exam-
ined supply chains from the mine to production and de-
termined such factors as the CO, emissions of the suppli-
ers as part of a pilot study. The result revealed that the
CO; emissions of individual BMW suppliers per tonne of
steel are substantially lower compared to the previously
known and used average industrial values.

Aluminium is another main raw material of the BMW Group.
Besides increasing the amount of secondary aluminium, we
are committed to establishing a certification standard for
aluminium along the value chain. In addition, as a found-
ing member of the - Aluminium Stewardship Initiative (ASI), the
BMW Group is active in both its Board of Management and
standards committee. In 2016, the necessary governance
structures of the ASI as an independent institution were
developed, the member base significantly enlarged and
public consultation on the traceability report, the so-called
Chain-of-Custody Standard, carried out.


https://aluminium-stewardship.org/
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Another relevant raw material is cobalt which is used in
batteries, among other things. We are aware of the risks
involved in extracting cobalt and receive many requests
from interested parties regarding this. In order to ensure
respect of human rights and due diligence, we are in con-
stant contact with our suppliers. For some years now, we
have asked our suppliers to disclose the origin of this raw
material. As cobalt is a raw material involving high risks
in terms of human rights, we also work on establishing a
transparent supply chain. Individual companies alone can-
not reduce the human rights risks of cobalt extraction.
For this reason, we initiated an exchange with suppliers,
other companies and representatives of civil society and
organised a round table on the topic of cobalt in coopera-
tion with CSR Europe in November 2016.

Since 2009, every supplier has had to complete a sustainability questionnaire
before being awarded a new contract.

We invited key players to discuss potential further steps
with us and find practical approaches. We also have an
active role in the Responsible Cobalt Initiative (RCI). At
the same time, we have commissioned a scientific study
together with other companies, in which households, min-
ers as well as other figures involved in the Democratic
Republic of Congo were surveyed. The goal is to better
understand the lead-ups to the current situation in order
to derive appropriate measures.

As regards the supply chain of the natural fibre kenaf,
which is used for the interior equipment of the BMW 13, we
are working in Bangladesh together with our suppliers, the
DRAXLMAIER Group, to ensure sustainable production.
The programme includes training activities for farmers in
order to increase cultivation efficiency and fibre quality.
960 farmers have taken part in these activities so far. De-
velopment of a more transparent and leaner supply chain
as well as implementation of measures to increase sustain-
ability in the supply chain are also part of the programme.

Within our sustainability questionnaire, all of our suppliers
are systematically consulted about conflict minerals and
asked to report back on their status regarding absence of
conflict. This way, sustainability criteria on raw materials
extraction flow into our supplier selection process. We
therefore work continuously on improving transparency
in order to ensure far-reaching absence of conflict in the
supply chains.
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Forecast

We are incrementally implementing our new material strat-
egy in the selection of materials for our future vehicle pro-
duction. As of 2017, there will be new BMW Group speci-
fications for suppliers on supply chain transparency. The
objective is to create traceability right through to the rele-
vant sub-suppliers, particularly for critical supply chains.
With the inclusion of sub-suppliers, we strive to significant-
ly increase transparency in our supply chain even further
in the coming years.

In addition, the rise in energy efficiency and increase in the
share of renewable energy in the supply chain will con-
tribute to the reduction of CO, emissions. Membership of
CDP enabled us to integrate CO, scoring of our suppliers
into the supplier strategy of our procurement departments.
We are currently working on joint measures with CDP
within the automotive industry in order to strengthen this
approach.

Kenaf from Bangladesh.
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STAKEHOLDER

INPUT

MATTHEW HODES

UN Director,

for the Alliance of Civilizations

What are the main challenges nowadays for a global
company acting across different cultures?

Every organisation operating at a global level faces the
challenge of balance. The influence of cultural norms
applies to those you serve and your staff. The best global
organisations are constantly learning how best to
balance core values of the organisation with the values
of the societies in which they work. Integrating those
values effectively leads to success.

What do you think a company needs to do to promote
diversity within its organisation?

Diversity is a core value. Greater inclusion is good for an
organisation as it expands on the sources of talent it can
access. It is also good for society as it expands opportunity
for those who might otherwise be left out. Recruitment,
promotion and retention processes need to reflect that
core value.

How can the private sector contribute to the achievement
of the UN Sustainability Goals?

The Sustainable Development Goals are a universal call
to action to end poverty, protect the planet and ensure
that all people enjoy peace and prosperity. They represent
a common plan to address the world’s most pressing
problems. They point the way to peaceful, inclusive soci-
eties, which, in turn, provide the healthiest environments
for business. The UN recognises the need to connect its

efforts with the complimentary efforts of the private sector.

Initiatives such as the Business Call to Action and the
UN Global Compact provide direct linkages between the
private sector and the UN. The public sector can develop
strategic goals and targets to measure progress to those
goals, but cannot reach them without a broader partner-
ship. The private sector has the ability to use innovation,
increased efficiencies, and rapidly improving technology
to reach these objectives. Doing good while doing well -
this is the essence of corporate social responsibility.

How do you view the BMW Group’s approach on
sustainability?

BMW Group has been comprehensive in its approach,
addressing the products they make as well as the way in
which they make those products. More electric vehicles,
increasing use of renewable energy sources, reducing the
amount of hazardous materials created during construc-
tion, these are core elements of sustainability. BMW Group
has also recognised diversity as part of this equation, a
concept reflected in its human resource policies and
through its support to intercultural understanding through
the Intercultural Innovation Award in collaboration with
the United Nations Alliance of Civilizations (UNAOC).
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RELEVANCE
FOR BMW GROUP

Foresight and flexibility is called for when it comes to the
increasing average age of the world population, far-reaching
changes in the working world brought about by digitalisation
and automation coupled with a greater diversity of lifestyles
and cultures among employees. As a company that is currently
active in over 150 countries, the BMW Group is responding

to these developments worldwide. By helping our employees
to acquire the relevant expertise and skill sets, we provide the
flexibility and capabilities to successfully master these trends.
We therefore offer employees personal development opportu-
nities over the course of their entire career. In this way, we
foster their diverse talents and help them to develop their poten-
tial so that we can lay the groundwork for our future success.



83

4

- Employees
and society

4.1 Health
and performance

4.2 Long-term employee
development

4.3 Diversity

4.4 Intercultural
understanding

Q Search
< Back

KEY FACTS
AND FIGURES

BMW Group employees at
end of year number

124,729

2 2016

122,244

2015

Share of female employees in manage-
ment positions at BMW Group in %

15.3

A 2016

14.5

2015

Expenditure on corporate
citizenship in € thousand

87,837

A 2016

39,109

2015

Attrition rate at BMW AG

as a percentage of workforce

2.70

2 2016

2.08

2015

Expenditure on donations by the
BMW Group in € thousand

70,356

A 2016

17,066

2015
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4.1
HEALTH
AND PERFORMANCE

In an ageing society, we can only be successful in the long
term if we contribute towards ensuring that our employees
remain healthy. Maintaining the health and performance
of our employees is therefore a top priority at BMW. Our
occupational health and safety concept provides for a holis-
tic health management programme with a focus on healthy
canteen meals, integrated management of work safety and
ergonomics as well as ageing-appropriate work systems.

The measures we have implemented have enabled us to
avoid occupational accidents and reduce absenteeism as
well as health-related costs. With fewer absences and more
motivated employees, the BMW Group is able to keep its
HR costs competitive. Our health promotion activities also
pay off in other ways as they lead to more creativity, prod-
uctivity and innovation. The success of our efforts is dem-
onstrated by the low rate of absenteeism due to illness,
which last year was again below the industry average.

Fostering health and performance
in a holistic manner

We foster our employees” health and performance holistic-
ally through the BMW Group Health Initiative. The initia-
tive raises greater awareness for the importance of health
with offerings ranging all the way from general medical
check-ups and targeted physiotherapy, nutritional advice
and relaxation exercises to dialogue-based events and
manager training courses.

We also offer an extensive prevention and rehabilitation
programme. This includes fitness courses and other sports
activities as well as nutrition seminars and courses on
work safety as well as ergonomics and stress management.
The current international campaigns “Healthy drinking”,
“Safe walking” and “Mental resilience” show employees
how even small changes can improve their everyday lives.
Regular special events draw attention to important topics
such as resilience, cancer prevention and addiction haz-
ards. They are designed to motivate employees and execu-
tives to become proactive in these areas.

Health Management 2020: promoting

personal responsibility

The “Health Management 2020” programme is a holistic,
internationally focused approach to fostering the long-term
health and performance of our employees throughout their
working life.

The programme follows a cycle of four stages:

1. Building knowledge about health, for example through
information, talks, seminars and training courses

2. Identifying health issues by means of a questionnaire
and thorough medical check-up
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3. Deriving and developing needs-based measures, both
individually (on the basis of the personal health reports
and medical consultations provided) and at the depart-
mental level

4. A repeat check-up to evaluate improvements in health
associated with the programme

Since the introduction of the “Health Management 2020”
programme in 2014, over 47,000 BMW Group employees
have taken part, including 15,000 in 2016 alone. This cor-
responds to around 42%, or 13% of the core workforce
worldwide. All participants receive a personal health re-
port, which gives the employee an easy-to-understand
summary of his or her medical and work-related param-
eters. In the subsequent medical consultation, prevention
measures can be derived based on individual needs.

At departmental level, approximately 200 reports were
compiled in 2016, identifying a range of strengths and po-
tential improvements in the areas of health promotion and
the working environment. Possible measures range from
helping employees in the process of better reconciling fami-
ly life and career to ergonomic improvements. The pro-
gramme thus contributes both to reinforcing individuals’
sense of personal responsibility and to designing a healthy
working environment. In 2017, the first departments will
have completed the evaluation cycle. We will then use the
results to comprehensively assess the impact of the pro-
gramme.

Working with new technologies

Working with new technologies and increasing automation presents
the company with new challenges in terms of occupational health and
safety. For example, the BMW Group is taking a very close look at the
area of human-machine collaboration, with one focus in 2016 being to
ensure the safe operation of autonomous tugger trains. We collaborat-
ed here with the professionals in the occupational safety association as
well as the manufacturers. Now that the pilot applications have been
tested in Dingolfing, Regensburg and Leipzig, the tugger trains are ready
for productive use in further BMW Group locations in the coming year.

Integrated health and safety management

At present, 28 of our 31 production locations have occupa-
tional health and safety management systems certified
according to the OHRIS (Occupational Health and Risk
Management System) or OHSAS (Occupational Health and
Safety Assessment Series). We plan to certify the plant we
are building in Mexico according to OHSAS 18001 by 2020.

In addition, active occupational health and safety commit-
tees with representation from both the employer and em-
ployee sides, in particular works councils, are at work at
almost all BMW Group locations making continuous im-
provements in health and safety at the workplace. > GriG4-LA8
Well over 90% of employees are represented on these health
and safety committees by union representatives (works
councils). This figure also includes temporary workers, in-
terns, thesis students working at the company as well as
doctoral candidates. > GRIG4-LA5
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There have been no fatal accidents at the BMW Group for
the last eleven years. - GriG4-LA7 In 2011, we set ourselves
the target of reducing the accident frequency rate world-
wide to below 4.5 accidents per one million hours worked
by 2020. This is a decrease of around 50% compared to the
rate in 2010. This figure includes all accidents that lead
to at least one day of absence from work. Continuous im-
provement of occupational health and safety systems and
workplace safety conditions as well as dedicated safety
training courses already helped us to beat this target in
2015. In 2016, we worked even more closely together with-
in our global network by way of workshops and expert
groups as well as on the BMW Group’s own social plat-
form in order to further improve work safety. In addition,
we were able for the first time to record accidents across
the entire BMW Group. The accident frequency rate at
the BMW Group was 4.0 accidents per one million hours
worked. - This represents a further improvement over the
previous year.

The accident frequency rates recorded differ worldwide,
due in part to varying legal and insurance-related require-
ments in the respective countries. In some cases, the dif-
ferences are also due to regional variations in how the
applicable management system standards are applied.
Particularly in our plants in South America and Asia, we
were able in some cases to realise a rate of fewer than two
accidents per one million hours worked last year. To
achieve this low rate, work safety experts are working
hand-in-hand with colleagues from the corporate depart-
ments of the BMW Group to develop management systems
ensuring that existing knowledge is put to effective use.

- see
table 4.01

Accident frequency rate at BMW Group!
- T4.01

in %

5.8 )
48 > 440
I “m I : 4.0
4.0 I I [
0 I

2012 2013 2014 2015 2016

o
o

" Number of occupational accidents per one million hours worked with at least one day of
absence from work.

2 Figure not directly comparable to previous years' due to expansion of scope to include the
German dealerships. Around 88% of BMW Group employees represented.

% Figure not directly comparable to previous year due to expansion of scope to include the
plants in Brazil, Thailand and India. Around 90% of BMW Group employees captured.

“ Expansion of scope to include 100% of BMW Group employees.

— GRIG4-LA6
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SERA - Safety and Ergonomics Risk
Assessment

As a global enterprise, the BMW Group must observe varying require-
ments with regard to assessing the workplace for potential hazards
from the point of view of ergonomics and safety. We met this challenge
in 2016 by introducing SERA (Safety and Ergonomics Risk Assessment).
The system replaces the former ABATech system for analysing poten-
tial health and safety risks as well as other methods previously used in
the BMW Group. The introduction of SERA simplifies the procedure for
assessing hazards and exposure in production, in production-related
areas, in development and in the BMW Group service garages, thus of-
fering a comprehensive solution. The user selects a specific workplace
on the tablet-optimised interface and all working steps for that activity
are then assessed. The system captures and evaluates for example the
forces required for the individual work steps as well as their duration
and the posture adopted by the worker. After a workplace has been as-
sessed using SERA, the office for health and safety and ergonomics then
advises on how excessive stress and strain can be minimised by modi-
fying the technical conditions, altering the work step or by staff rotation.

SERA was introduced at five German locations in 2016. Training ses-
sions lasting 1.5 days familiarise those in charge with the new system.
The entire new vehicle development process is already being assessed
with the help of SERA and the international rollout is planned for 2017.

- see
table 4.02

Creating ageing-appropriate working
conditions and supporting people with
performance limitations

Demographic change is a challenge that we at the
BMW Group are actively addressing. We have been devel-
oping constructive responses to this trend for many years
now in our “Today for Tomorrow” programme. We aim to
create working conditions worldwide in which young em-
ployees can remain healthy as they grow older, while older
employees can contribute their particular strengths. The
BMW Group therefore speaks not of age-appropriate but
of ageing-appropriate working conditions that preserve
employee health and performance.

At our plants, we make every effort to provide long-term
job security to employees with debilitating health issues.
And last year we continued to develop our BMW Group
strategy for integrating employees with newly restricted
capabilities. Such employees are no longer able to do the
work they once did following an illness or accident. The
share of BMW AG employees with severe disabilities was
again 6.4% in 2016 .

The BMW Group tries to provide long-term employment to staff with health problems,
giving support in the form of a learning workshop for the hard of hearing.
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Share of employees with severe disabilities
at BMW AG!
- T4.02

in%

@
o

6.4 6.4

6.0 5.9 62 5% 07
4.0 I I | |
0

2012 2013 2014 2015 2016

" The share of employees with severe disabilities is based on the statutory requirements in
accordance with the German Social Code (SGB IX). In addition, the BMW Group awarded
contracts amounting to around €35.6 million to workshops for the severely disabled in
Germany in 2016, of which around €10.5 million can be written off in accordance with the
compensatory levy act. The BMW Group thus makes a considerable contribution towards
securing the livelihood of the severely disabled individuals at these workshops.

Forecast

Due to its success, the “Health Management 2020” pro-
gramme will continue to be implemented and evaluated
internationally in 2017. The campaigns launched in 2015
and 2016 as part of the “Health Initiative” will likewise
continue in 2017 and new campaigns are also being pre-
pared. We will continue to meet the challenge of integrat-
ing the varying worldwide requirements and standards
into our BMW Group management approach. In future,
our target agreements will also be drafted in a similar way
worldwide. The global rollout of the SERA system in 2017
will be a major step toward ensuring uniform internatio-
nal safety and prevention standards. Through innovative
measuring techniques such as motion capture, digitalisa-
tion can help employees to keep ergonomic factors in mind
as they work. We will focus on driving further digitalisa-
tion of measurements and measuring technology in the
future. Human-machine collaborations will increase in the
coming years. Occupational safety and health systems will
then face the challenge of technically assessing the impact
of these new processes.



Sustainability goal

- > LONG-TERM
@ EMPLOYEE DEVELOPMENT

The BMW Group ensures long-term employee
development by seeking out the right employees,
making the most of their talents, developing
potential and ensuring employability.

In 2016, 89.9% of employees took part
in specialised further education programmes
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4.2
LONG-TERM EMPLOYEE
DEVELOPMENT

The success of the BMW Group is based on the dedication
and technical expertise of its employees. We make every
effort to recruit and keep the best people. To achieve this,
we offer them attractive and secure jobs, a sound work-life
balance, comprehensive development and training oppor-
tunities, and good long-term career prospects.

Thanks to the high demand for our products and services,
the number of employees working for the BMW Group
increased worldwide by 2.0% to a total of 124,729 by the
end of 2016 .

BMW Group employees at end of year?
- T4.03

Number of employees

200,000

105,876t 110,351 116,324¢ 1222447 124,729

100,000 Employees I I I
international

Employeesin
Germany

2012 2013 2014 2015 2016

o

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

2 0f whom 35.2% are tariff-bound production employees of the BMW Group.

3 Of whom 35.1% are tariff-bound production employees of the BMW Group.

4 Of whom 36.1% are tariff-bound production employees of the BMW Group.

¥ Of whom 36.3% are tariff-bound production employees of the BMW Group.

& Of whom 35.4% are tariff-bound production employees of the BMW Group.

- GRIG4-10

- see
table 4.03

-> see
table 4.05

Satisfied and motivated employees are a key success factor
for the BMW Group. Job security is therefore a high prior-
ity for us. We pay above-average compensation and give
our employees a range of options to help them find the
right work-life balance. The BMW Group also attaches
great importance to the training and further education of
our employees —>. This is essential for keeping pace with
the rapid technological advances in the automotive indus-
try. Increasing digitalisation, for example, calls for new
skills in fields including artificial intelligence, Big Data ana-
lytics and Industry 4.0. The BMW Group thus consistently
pursues the concept of life-long learning.

As one of the world’s most attractive employers, the
BMW Group has a decisive advantage in the competition
for skilled workers. This is demonstrated, for example, by
studies on the attractiveness of employers conducted by
Trendence and Universum, in which we were once again
given top ratings in 2016.

Offering fair pay and attractive social benefits

The BMW Group policies for remuneration and additional
benefits apply for all of our companies and regardless of
employees’ gender, religion, origin, age, disability, sexual
orientation or country-specific characteristics. We follow
the guiding principle that the total remuneration package
must be above the average for the respective labour mar-
ket. We thus conduct annual compensation studies world-
wide to determine our current market positioning and
ensure that every employee receives compensation com-
mensurate with the relevant labour market. - GRIG4-LA13
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The total remuneration package is made up of the month-
ly fixed salary, a variable share in the company’s profits and
a wide range of social benefits, for example a company pen-
sion. This enables us to reward personal performance in
a fair manner while continuously promoting employee
motivation. Our remuneration policy is thus an integral
part of a consistent and transparent process of employee
development. - GRiG4-LA2 In 2016, BMW AG received the
HR Excellence Award in the digitalisation category for its
company pension portal and app.

In order to ensure that remuneration is not only market-
neutral but also gender-neutral, the BMW Group has estab-
lished a multidimensional monitoring process to annually
assess the previous year’s salaries. The monthly salaries of
women and men are compared, taking into account the
dimensions of full- or part-time work, pay grade and age.
The analysis carried out in 2016 for the year 2015 found no
significant differences between the base salaries of women
and men. - GRIG4-LA13

Encouraging work-life balance

The working hours that function best for employees vary
depending on what phase of life they are in, their individ-
ual life plans and their work situation. To enable the best
possible work-life balance, the BMW Group offers its em-
ployees a wide range of flexible modules so they can tailor
their working hours and locations to their personal needs.

- see
table 4.04

- see
table 4.04

Offering flexible working hours

Through the concept of the working time account, all em-
ployees can exert some influence over their working hours.
Office employees can take advantage of flextime, for ex-
ample, or production staff can trade shifts or reduce their
hours to gain some free days. In addition to statutory work-
ing time arrangements in some countries such as part-time
work or parental or caregiver leave, the BMW Group also
offers employees options such as sabbaticals or the “Vollzeit
Select” (Full-time Select) scheme to provide further attrac-
tive ways to individually plan working hours. Sabbaticals
can be arranged by employees worldwide, and our “Vollzeit
Select” working time tool allows employees in Germany
and Austria to take 20 additional days of leave each year
with corresponding adjustments to their salaries, without
any complicated red tape. Demand for these options con-
tinued to grow in 2016 —. The offer of flexible working
time arrangements thus meets a real need and will there-
fore continue to be developed further.

Enabling mobile working

In 2015, some 25,000 employees, or around 50% of those
working outside the direct production areas, chose to work
at least one partial and/or full day on a mobile basis. This
value was then already exceeded in the second quarter of
2016 -. Mobile working does not change the volume of
work but allows for a more flexible organisation of existing
working hours. Childcare or caring for dependents, for
example, can then be better integrated into the everyday
work routine. The employee and manager agree in advance
to what extent the employee will be accessible or not. Out-
side of agreed working hours, employees have the right
to switch off and be unavailable. Mobile working at the
BMW Group stands for a culture of trust and relies on con-
structive dialogue.
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Alternative work forms at BMW AG!

- T4.04
Number of employees 2012 2013 2014 2015 2016
Part-time employees 3,948 3,966 3,739 3,943 4,294
in % of total number of employees 5.8 5.7 5.1 5.1 5.0
Teleworking positions? 15,235 18,094 22,2972 25,072 28,088
in % of total number of employees 22.5 25.9 49.9 53.0 59.4
Number of employees who use “Vollzeit-Select” 2,199 2,506 2,668 3,592 3,998
in % of total number of employees* 3.2 3.6 3.6 4.7 5.1
Sabbaticals 514 511 516 462 598
in % of total number of employees 0.8 0.7 0.7 0.6 0.7
Parental leave 1,674 1,968 2,271 2,535 3,028
in % of total number of employees 2.5 2.8 3.1 3.3 3.5

' Figures refer to employees with permanent and part-time contracts.

2 Reporting logic was adapted when teleworking was introduced in 2014. In the past, reporting was based on the technical possibility of teleworking; since 2014, the number of employees is reported

who actually engage in teleworking.
3 Administrative positions.

4 Statistical population not including trainees, interns, thesis students working at the company, and doctoral candidates.

— GRIG4-10, GRI G4-LA3

Supporting parents through childcare

The BMW Group has been offering its employees family
support services for many years. In 2016, we launched a
collaboration with the parent support service of the Arbei-
terwohlfahrt (Workers” Welfare Association, AWO) in Ger-
many. Experts from the AWO'’s parent support service are
available to help employees in Germany organise childcare
and care for dependents as well as arranging household
services. A hotline is also available to employees around
the clock, offering quick help in case of emergency. Through
services like these, we ease life’s burdens on our employees
and contribute to their long-term performance.

In addition, we have established childcare services at
many of our German locations. With the support of par-
ents’ initiatives, we were able to accommodate over 460
children aged zero to six years at our German sites as of
the end of 2016.

- see
table 4.05

Fostering talent and training employees

In a dynamic and fast-changing environment, life-long
learning takes on tremendous importance. We therefore
invest in training our employees and fostering their talents
on an ongoing basis. This helps them keep up with the
latest advances and gives them the skills they need to mas-
ter the demands of new fields such as Industry 4.0 and
digitalisation. The BMW Group’s global package of meas-
ures ranges from vocational training and young talent pro-
grammes for student target groups to specialised training
and high-potential programmes for future managers.

The BMW Group continued to invest substantially in train-
ing and further education in 2016, with expenditure of
€352 million (2015: €352 million). On average, our em-
ployees participated in 3.8 days of further training in
2016 -. > GRIG4-LA9 This puts us in the upper range for our
industry. Furthermore, every BMW Group employee re-
ceives a consistent and comprehensive individual perform-
ance and career development review at least once a year.
> GRIG4-LAT1
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With a greater number of employees taking part in voca-
tional training at plants in locations including the USA
and Thailand, the BMW Group further expanded its in-
ternational training activities in 2016. The number of
people starting their careers at the company’s German
training centres remained constant, at 1,200. On the re-
porting date, 4,613 young people had vocational training
contracts or were employed in young talent promotion
programmes (2015: 4,700) —. We use the dual vocational
training system in China, the USA, South Africa and the
UK, and have now introduced it in Brazil, Thailand and
Mexico as well.

Average days of training and further education
per BMW Group employee?!

— T4.05
41
3.9
3.5 | | 3|8

2012 2013 2014 2015 2016

Number of days

(3,1
o

3.7
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o
o

o

' Data retrieved by direct representation of the number of participants as well
as a small share by qualified extrapolation.

— GRIG4-LA9

- see
chapteron
Further key
indicators
table 4.23

Building digital skills

Digitalisation changes the characteristics of products and
services and influences how they are developed, manufac-
tured and deployed. Production processes are obviously
being transformed, but the BMW Group is also developing
new, digitally networked automobiles that will one day be
able to drive completely autonomously. These changes will
inevitably affect the way our employees work. Our goal is
therefore to equip existing employees with the required
knowledge as well as to recruit new “digital talents”.

Developing leadership skills

Our Group-wide “Corporate Leadership Programme” of-
fers our managers a wide range of advanced training op-
portunities. The programme promotes the further devel-
opment of strengths-based leadership skills at all hierarchy
levels.

To foster international young talent, the BMW Group de-
veloped the “Global Leader Development Programme”.
Integral components of the programme are various prac-
tical phases in Germany and abroad, targeted training
measures, and diverse networking and exchange oppor-
tunities. Special emphasis is placed on developing inter-
cultural competence. - GRIG4-LA10

Young management talent at BMW Group participating in a workshop on
shaping the future of the company.



95

4

Employees
and society

4.1 Health
and performance

—> 4.2 Long-term employee
development

4.3 Diversity

4.4 Intercultural
understanding

Q Search
< Back

Retaining satisfied employees

A Group-wide employee survey is conducted every two
years, most recently in June and July 2015. 88% of those
surveyed were satisfied with the BMW Group. Very posi-
tive ratings were given to attractiveness as an employer

(90%), social benefits (86 %) and job security (89%) . > see
table 4.06

Group-wide BMW Group employee survey in 2015
- T4.06

in%

_‘ 88 Overall satisfaction
_‘ 90 Attractiveness as employer
_‘ 86 Additional social benefits
_‘ 89 Jobsecurity

0 50 100
Fovvommmoooe b |

Achieving a low attrition rate

In 2016, the employee attrition rate rose compared to the
previous year, to 2.70% —. This was mainly due to more table 4.07
employees retiring in 2016 —. If figures for retirement, - see
pre-retirement and death are excluded, the attrition rate ;:?t':,t:: f:y
for 2016 was 1.13%. This low rate demonstrates the effect- indicators
iveness of the BMW Group’s proven programmes and
measures geared toward increasing its attractiveness as an

employer.

Employee attrition rate BMW AG!

- T4.07
as a % of the workforce
5.0
3.87
—_ 3.47
2.70
2.08

1.41

2012 2013 2014 2015 2016

‘\\HHHHH\‘HHHHHHH‘
o
o

o

' Number of employees on unlimited employment contracts leaving the company.
- GRIG4-LA1

Forecast

Digitalisation along with new drivetrain concepts and busi-
ness models were at the core of the revision of our corpo-
rate Strategy NUMBER ONE > NEXT. We will soon be
establishing this strategy for the long term among our
executives and employees. For this purpose, all executives
will receive training on Strategy NUMBER ONE > NEXT
during 2017. We will also be adapting our HR tools and
framework conditions to incorporate the required skills.
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Through its diverse workforce, the BMW Group
Increases its competitiveness and enhances its
innovative strength.

The BMW Group supports diversity in the workforce in terms of gender,
cultural background and age.
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4.3
DIVERSITY

Modern society is characterised by a variety of different
lifestyles. As an international company, the BMW Group
regards an intercultural workforce, an appropriate gender
balance and a good age mix as beneficial to our business.
We are convinced that a diverse workforce increases our
innovative strength and further enhances our competi-
tiveness, for example by helping us to better understand
customers’ needs.

Each and every one of our employees, in all their diversity,
is accorded equal levels of appreciation, respect and op-
portunity. To further promote diversity among our work-
force, the Board of Management passed a Diversity Concept
in 2010, defining three dimensions where diversity is to be
strengthened throughout the BMW Group: gender, cultur-
al background, age and experience - taking due consid-
eration of local conditions.

The BMW Group’s declared goal is to promote human di-
versity in the company worldwide, because employees’
unique and different talents and personalities are a valu-
able resource. The BMW Group Legal Compliance Code
prohibits discrimination of any sort. At all of our locations,
we seek to prevent discrimination on the grounds of gen-
der, age, sexual orientation, religion, disability or origin.
Employees can address any queries in connection with
this to their own managers, the relevant offices of the
BMW Group, the HR department or the works council.
The BMW Group SpeakUP Line furthermore gives all em-
ployees worldwide a way to anonymously and confiden-
tially report possible breaches of this principle. - GRIG4-HR3

- see
table 4.08

Promoting female employees and managers

The BMW Group’s Diversity Concept aims to bring the
share of women in management positions into line with
the overall employee structure. With a ratio of 30% wom-
en on the Supervisory Board, we are complying with the
recommendation of the German Corporate Governance
Code. In 2011, together with the other DAX 30 companies,
we made a commitment to increase the share of females
in management positions. We were able to further raise the
proportion of women in management positions as well as
youth training programmes during the reporting period —.
The ratio of female employees in the total BMW Group
workforce, at 18.7% (BMW AG: 15.8%), is now above our
self-imposed target range of 15-17%. The share of female
managers in the BMW Group worldwide rose to 15.3%
(BMW AG: 13.3%). In the vocational training programmes,
the ratio of women in the year under review was around
44% for the trainee programme and about 29% for the aca-
demic youth talent programmes.

Share of female employees in management positions
and in the entire workforce at BMW Group!
- T4.08

in%

o
o
)

181 18.7
17.4 —

Entire

16.8
15.3
workforce 14.3 ——
ol B2
12.1
Management I I
positions?

2012 2013 2014 2015 2016
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' The share of female employees at BMWAG is 15.8% of the total workforce and 13.3% in
management positions. The share of women on the Supervisory Board is 30.0% and
12.5% on the Board of Management.

2 Reporting on the ratio of female employees has been changed for all years from a
breakdown according to staff level to one based on management function.

— GRIG4-LA12
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Getting women interested in technical occupations

We place a special emphasis on women in both our aca-
demic youth talent programmes and our vocational train-
ing programmes in an effort to recruit more female em-
ployees in the long term. The proportion of women in the
“Global Leader Development Programme” was 44 % at the
end of December 2016 —. This creates the basis for a new
generation of leadership that is more feminine, technically
competent, well-networked, and sensitive to cultural and
social issues.

The BMW Group is active in over 150 countries.

- see
chapter 4.2

Understanding customers better through
cultural diversity

As a company that is currently active in over 150 countries,
we see diversity among our workforce as a major oppor-
tunity. In Germany, we currently have employees from 119
different countries working together very successfully.
- GRIG4-LA12 The diversity of our employees helps us to under-
stand the specific needs of our customers worldwide. More-
over, we are convinced that mixed teams are more creative
and perform better.

To further promote an international perspective and inter-
cultural understanding among our new employees, we
designed our BMW vocational training as well as the
“Global Leader Development Programme” with the needs
of international participants in mind. As a global company
with an intercultural workforce, we focus on recruiting
managers with international experience and are also work-
ing to increase the share of non-German top managers.
The international character of the Board of Management
and the Supervisory Board of BMW AG also reflects the
global scope of the company’s business.
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Share of employees per country with production
location(s) 2016
- T4.09

in %

| 2.3
Other countries 7.0 Brazil 1.0 Austria 3.0 South Africa

China 1.7
usa 7.3
India 0.6
UK 6.1

Thailand 0.4

Germany 70.6

— GRIG4-10

Taking account of age diversity

At the BMW Group, we take into consideration the diver-
sity of ages represented in our workforce so we can focus
on tapping into the specific strengths of different age
groups while avoiding age structure issues. When setting
up new locations or divisions we recruit people from a
range of age groups. Since 2013, the share of BMW Group
employees aged between 30 and 50 years has been stead-
ily decreasing. At the same time, the proportion of those
over 50 years of age has grown.

- see
chapter 4.1

BMW AG employees according to age group,
divided into functions and gender?

- T4.10
<30 30-50 >50
years years years
in% old old old
2014 total 12.5 62.0 25.5
2015 total 13.0 60.6 26.5
2016 total 12.5 60.2 27.3
direct? 16.4 54.8 28.8
indirect? 10.0 63.7 26.3
male 1.1 60.1 28.8
female 20.6 60.9 18.5

' Figures refer to employees with permanent contracts.
2 Clock-controlled and production employees.
3 All employees without clock control.

— GRIG4-LA12

Our goal is to take early action - including in more indirect
ways - to ensure sound ageing management while en-
couraging a lively exchange between the generations. In
addition to safeguarding knowledge that comes from long
years of experience, we want to make sure young and old
work together productively and that each employee can
optimally realise their potential.

The number of years each employee works for the
BMW Group is increasing. This is a result of earlier entry
into the company and later exit, due for example to rising
retirement ages. To maintain employees’ performance as
the workforce ages, we introduced the “Today for Tomor-
row programme” > To complement this, we raise aware-
ness among managers of the challenges posed by mixed-
age teams.
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In 2016, the BMW Group once again took part in the ac-
tivities for German Diversity Day, which helps businesses
and institutions raise awareness of diversity issues and
show how diversity makes them stronger. A special high-
light this year was the Diversity Parcours, an interactive
exhibition that was on view for two weeks at the BMW
Research and Innovation Center in Munich and which
informed employees about cultural diversity and the im-
portance of exchanges between generations and genders.

In order to better understand the needs of older employees,
we conducted a workshop series over the past one and and
a half years with employees aged over 50. Participants
worked together to draft new approaches to topics such
as “Knowledge Sharing” and “Reverse Mentoring” (young-
er employees advising older ones). The workshop series
was accompanied by a scientific paper that defined fields
where the BMW Group can take action on these issues,
proposing concrete measures to be taken.

Forecast

In the coming years we intend to integrate our Diversity
and Inclusion Concept even more thoroughly in the entire
BMW Group. We will focus on carrying on our event and
dialogue formats to raise awareness of diversity issues
among managers and employees. In addition, we will sus-
tainably implement our ongoing recruitment and human
resources development measures throughout the organ-
isation, while fostering formats geared toward different
target groups in our divisions and departments. Central
to these efforts is the responsibility assumed by our man-
agers with their function as role models.
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> INTERCULTURAL
UNDERSTANDING

The BMW Group is a leader in intercultural

understanding.

The BMW Group and its partners support over 200 environmen

and social projects in 42 countries worldwide.

tal
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4.4
INTERCULTURAL
UNDERSTANDING

The BMW Group works in a complex, fast-changing en-
vironment. Our success depends not only on our own per-
formance and innovative strength, but also on the impact
of developments in society and our interaction with a va-
riety of stakeholders. With our commitment to improving
intercultural understanding, we want to create added value
for society. This lays the cornerstone for our future viabil-
ity, because only companies that are relevant to society have
a chance at long-term success.

Effective corporate citizenship forms an integral part of the
BMW Group’s vision of itself as a business enterprise. We
attach particular importance to knowledge transfer and to
ensuring that our support measures help people to help
themselves in the long run. We therefore inaugurated a
more professional approach to our corporate citizenship
efforts in 2016, focusing on social projects with a measur-
able impact. In order to place our initiatives and projects
on a sound institutional footing, we pursued collaborations
worldwide, including with universities, and also initiated
the establishment of not-for-profit organisations such as
foundations.

Promoting intercultural understanding and
social inclusion

As a global corporation with a multinational workforce, the
BMW Group has been working for many years now to
promote understanding between different nations, reli-
gions and ethnic groups. We set ourselves the goal of reach-
ing out to a total of one million people by 2020 with our
activities in the areas of intercultural understanding and
social inclusion. This goal was, however, achieved much
sooner: by the end of 2015, we had already reached out
to more than one million people worldwide through ex-
change programmes, online platforms, educational pro-
jects, and in particular through the - Intercultural Innovation
Award. According to a survey by the United Nations Alliance
of Civilizations, the number had reached over 1.2 million
by the end of 2016. The activities vary from country to
country and are geared toward local needs.

We have been bestowing the Intercultural Innovation
Award since 2011, in collaboration with the —> United Nations
Alliance of Civilizations (UNAOC). The award recognises innova-
tive projects that set an example with their approaches to
solving intercultural tensions and conflict. The special
added value is that selected projects receive comprehensive
advisory support from the BMW Group and the UN-AOC.
The finalists receive a grant of $100,000 for their project
and can also participate in workshops on topics such as
strategy and planning, implementation analysis and media
training.

Rewarding volunteer work by employees

The BMW Group has been recognising the volunteer ef-
forts of its employees every year since 2011 with a “Social
Responsibility Award”, under the auspices of Board of
Management member Milagros Caina Carreiro-Andree.
The jury selects three projects that have created exception-
al added value for society. An additional special prize
awarded by the Doppelfeld Foundation recognises the
efforts of younger employees. In the past several years we
have received nearly 600 applications from a wide range
of countries and sectors. The diverse projects range from


http://www.interculturalinnovation.org
http://www.interculturalinnovation.org
http://www.unaoc.org/
http://www.unaoc.org/
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refugee assistance to capacity building in developing
countries and also include support projects for disadvan-
taged or disabled children and young people. In 2017,
four projects will once again be recognised with project
grants of €5,000 each. The four winners will be selected
by a BMW Group jury and presented at a festive gala in
May 2017.

Integrating refugees

The initiative “WORK HERE!” was launched in 2015. It is
a collaboration between the BMW Group, the German
Federal Employment Agency and the local job centres that
offers motivated refugees the opportunity to take part in
a six- to nine-week course of practical training in various
departments. The programme helps refugees find their
way in the German labour market. The participants are
mentored by BMW Group employees and also receive
daily German language lessons and integration training.
The project was extended to six locations in Germany in
2016. For younger refugees, there is a programme offering
a six-month “starter qualification” preparing them for the
job of production mechanic.

More than 300 refugees have taken part in the BMW Group’s
work experience programme “WORK HERE!” so far.

A total of over 300 refugees participated in “WORK HERE!”
or the starter qualification in 2016, and we were in fact
unable to allocate all available programme spaces. The
participants” experiences up to now have shown that lan-
guage skills, cultural understanding and technical profi-
ciency are the key factors for integration into German
working life. Despite the many challenges posed by these
areas, we will push forward with our integration pro-
gramme for refugees in 2017.

Adapting global commitment to local needs

With 31 manufacturing and assembly plants and a network
of over 150 national sales companies in countries around
the world, the BMW Group is a truly global enterprise. In
addition to our focus on intercultural understanding, we
also develop specific educational offerings and corporate
citizenship projects for our various locations. We believe
it is possible to successfully shape a society that is based
on social cohesion and innovation if the competencies
and skills of each individual are harnessed for the general
good and used to implement social change.

Before we launch a project, we examine the social chal-
lenges faced at the local level. The key question we ask
ourselves is whether and how the expertise we provide
can actually improve local conditions. We also benefit as
a company from our corporate citizenship activities. For
example, we become more familiar with local social
structures, we learn to see things from an alternative per-
spective, and on this basis we are able to reach new target
groups.
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In order to make our corporate citizenship efforts even
more focused and effective, in 2015, we conducted a field
analysis of the programmes being implemented at the
BMW Group locations with the following results:

— Corporate citizenship mainly takes the form of sup-
port for existing programmes.

— The BMW Group is perceived as a sponsor of social
activities rather than as a local stakeholder responsible
for its own projects.

— There is no uniform understanding of corporate
citizenship within the company and in most cases no
involvement of dealerships, customers and partners.

Based on this analysis, we developed a roadmap for the
strategic further development of corporate citizenship at
the BMW Group, and in 2016 the following measures were
initiated:

— A local foundation was set up in India with the
involvement of dealerships, customers and employees.

— A strategic approach was drafted to position the
BMW Group as a socially responsible local company
in South Africa, Brazil, Mexico and Thailand.

— Corporate citizenship in the UK, Japan and Russia was
given a more strategic orientation, and educational
projects were developed in the fields of mathematics,
information technology, natural sciences and tech-
nology.

Two good examples of strategic corporate citizenship at the
BMW Group are the BMW Warm Heart Fund in China and
the BMW Korea Future Fund. Both funds offer a platform
that enables the BMW Group, its workforce, dealerships
and customers to make a contribution towards improving
society in the respective countries. In Beijing, ten teams
of talented young people from universities and research
institutes presented their ideas for the urban mobility of
the future at the “BMW Next Mobility Youth Camp 2016”.
In South Korea, the “Young Engineer Dream Project”, a
one-year mentoring programme, supports disadvantaged
students at technical schools. BMW Group technicians
from nearby company locations help the young people in
planning their education and careers.

Since 2013, BMW Korea’s “Young Engineer Dream” project has been supporting under-
privileged university students, with BMW and MINI volunteer technicians mentoring them
for ayear. 131 students and 48 mentors have participated in the project so far.
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Vehicles for research and education

The BMW Group has been promoting young talent for years by provid-
ing vehicles free of charge to educational institutions in Germany and
abroad. This is a prime example of how our corporate citizenship efforts
combine business interests with social aspects. The objective of this
kind of support is both to foster the next generation and to work together
with universities. At the same time, the BMW Group contributes to
keeping education and research up to date with the latest technologic-
al advances. More than 1,500 vehicles have been donated in different
countries.

BMW Foundation Herbert Quandt: helping to
improve society

The work of foundations associated with the BMW Group
provides an important source of inspiration for our cor-
porate citizenship endeavours and the establishment of
initiatives. On the occasion of the centenary of BMW AG
in March 2016, the decision was made to pool the strengths
and resources of the two corporate foundations, the BMW
Foundation Herbert Quandt and the Eberhard von Kuen-
heim Foundation. The BMW Group doubled the capital
of the BMW Foundation Herbert Quandt from €50 to
€100 million and plans to support its ongoing activities
with annual donations.

- see
table 4.11 and
table 4.12

The BMW Foundation Herbert Quandt inspires leaders
from all sectors of society to exercise their social responsi-
bility in both the private and professional context. Through
the global Responsible Leaders Network, it campaigns
across national, cultural and sector boundaries for positive
social change. The framework for these efforts is provided
by the Agenda 2030 adopted by the United Nations and by
its Sustainable Development Goals. The goal of the foun-
dation is to stimulate socially relevant processes and to
provide lasting support for innovative organisations and
initiatives. In short: to promote concrete commitment by
responsible leaders all over the world.

The BMW Foundation Herbert Quandt can also make a
difference through so-called “impact investing”. It thus
pursues its objectives not only with proceeds from its en-
dowment but also by investing through the Eberhard von
Kuenheim Fund a significant share of its core assets in
organisations with high social impact as well as promoting
national and international exchange via socially positive
forms of investment.

Funding corporate citizenship expenditures

In 2016, we spent a total of €87.8 million on our corporate
citizenship activities (2015: €39.1 million). To see how these
funds were allocated to our various areas, please refer to
—. Total expenditure by the BMW Group on corporate
citizenship activities thus increased in 2016 compared to
the previous year by more than 300%. This significant jump
is mainly due to a rise in donations to the BMW Founda-
tion Herbert Quandt.
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Amount of expenditure on corporate
citizenship, by type of activity?
- T4.11

in € thousand

— 100,000 87,837
- _m
- |
= 39,109

- 50,000 Commercial 31,979 28.944 34,524 Y2

E activities _- 1 - _.

= Community

: vt | —g Jl

= contributions in kind [ | [ |

o

2012 2013 2014 2015 2016

'The activities of the BMW Group in the area of corporate citizenship are divided into three
main areas. Firstly: monetary donations and donations in kind. Secondly: community
investment. Community investment refers to investment in project initiatives conceived
in-house, cooperative endeavours and partnerships as well as corporate volunteering by
BMW Group employees. And thirdly: commercial activities, i.e. sponsorship and cause-
related marketing.

— GRIG4-EC1

BMW Group donations worldwide in 2016
- T4.12

in %, total amount 70,356,147 €1

0.1 S(')cietyl
Environment/ community sport 1.6 Culture 2.1 poitics 0.0
sustainability

\ Science/education 88.7

' The sum indicated here does not include either cause-related marketing or sponsorship
and does not contain the projects and activities carried out in the context of the compa-
ny’s corporate citizenship and cultural activities.

- GRIG4-EC1

Forecast

The BMW Group will continue to expand the content and
structure of its corporate citizenship activities in the focal
areas of intercultural understanding and social inclusion.
Our aim is to implement the roadmap we developed in 2016
and to create platforms for actively involving employees,
customers and dealerships. This will make our corporate
citizenship efforts even more focused and effective.
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RELEVANCE
FOR BMW GROUP

The BMW Group manages its business in accordance with the
principles of sustainable and responsible Corporate Govern-
ance. This includes lawful conduct, observing sustainability
criteria and respecting human rights along the entire value
chain. We also maintain an ongoing dialogue with our stake-
holders and integrate sustainability as a watchword for all

we do into our corporate structure, culture and processes. In
this way, we are able to increase customer satisfaction and
ensure the long-term competitiveness of the BMW Group. At
the same time, we contribute to value creation and the advance-
ment of society. We comprehensively inform our customers
about the proper use of our products and ensure the protection
of health and the environment through active and passive
safety systems as well as by selecting at an early development
phase safe materials for use in production.
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5.1
CUSTOMER SATISFACTION

The right approach to sustainability is taking on increasing
importance for product design and the overall image of a
company, together with classical factors such as product and
service quality. The BMW Group has therefore made sus-
tainability one of the fundamental principles of its brands.
Various aspects of sustainability are also addressed in our
customer surveys, the results of which we incorporate into
our decisions. This is because satisfied customers are essen-
tial to the long-term success of the company.

Most customers hold the companies they purchase from
responsible for developing their products and services in
a sustainable manner. They expect sustainability to be an
integral part of the business model. This is a stable trend
that has been identified in all areas, not just among cus-
tomers with a special awareness of sustainability.

Our brands address sustainability in multiple ways, from
the development of fuel-efficient and electric drivetrains to
the use of renewable raw materials in the vehicle interior
all the way to our mobility services. With our sub-brand
BMW i, developed as a mobility solution integrating all
aspects of sustainability, we aspire to take on a pioneering
role in the automotive sector —.

-> see
chapter 2.2

As many different factors go into the decision to purchase
a particular vehicle, there are sometimes contradictions
between our customers” expectations of sustainability and
their individual preferences. For example, short-term trends
such as low fuel costs may reduce demand for the most
fuel-efficient vehicle types. Purchasing decisions by fleet
customers, by contrast, are much more likely to reflect an
interest in sustainability. For these customers, fuel efficien-
cy and CO, emissions are crucial criteria.

Responding to customer expectations

We conduct annual surveys to enable us to optimise our
products, services and support according to the needs and
expectations of our customers. We also continuously meas-
ure customer satisfaction on the basis of uniform global
standards.

The results of the surveys are evaluated both at the
BMW Group level and also at our subsidiaries and deal-
erships so that we can respond quickly and in a targeted
manner to customer wishes. Recent surveys have shown
that customer satisfaction is at a constant good level and
is continuing to improve even more. We see this as proof
of the effectiveness of our ongoing efforts. At the same
time, it is evident that our customers’ needs can vary con-
siderably from country to country. We take these national
and cultural differences into account in our decisions.
> GRIG4-PR5

A customer survey conducted in the spring of 2016 in
Germany, the USA and China regarding various drive
systems including electric mobility provided valuable in-
sights for the further development of our product and
service range.



110

9

Fundamentals

—> 5.1 Customer satisfaction
5.2 Product safety

5.3 Compliance
and human rights

5.4 Economic effects
5.5 Stakeholder engagement

5.6 Reinforcing
sustainability

Q Search
< Back

The survey showed that the interest in electric vehicles in-
creased overall in the participating countries from 2014 to
2016. In all three countries, environmental considerations
and low running costs were cited as motives for purchas-
ing an electric vehicle. In addition, customers in Germany
also mentioned enthusiasm for the new technology and
driving enjoyment as decisive factors, while for drivers in
China state subsidies played a major role.

Nearly all of the respondents who already own an electric
vehicle indicated that they would purchase one again in
future. Among the drivers of plug-in hybrids, about half
would buy one again while almost one third would like to
switch to an electric vehicle next time. Customers driving
conventional premium cars said it was important to them
that switching to a plug-in hybrid or electric vehicle would
entail no restrictions with respect to range and the selec-
tion of models available. - GRIG4-PR5

The sales organisations in our largest markets (such as the
USA, China and Germany) report regularly on customer
satisfaction to a specially established committee that in-
cludes members of the Board of Management. In addition,
specific customer concerns are analysed at the management
level to identify potential process weaknesses and develop
appropriate solutions.

Focus on the customer: picking up a vehicle at the BMW World in Munich.

Experiencing sustainability in
sales and services

To drive sales of sustainable vehicles, it is vital that our
customers have the necessary information available to them.
Our goal is therefore for the sales staff at our dealerships
to be so well-informed that they are able to answer almost
any question customers may have about the BMW Group’s
products and sustainability activities.

Aspects of sustainability are an integral part of our sales
training, and all sales staff are trained on the theme of
sustainability from the very start of their career. Training
for staff dealing with the BMW 1 series includes particu-
larly extensive information about how these vehicles con-
tribute to sustainability. We also carry out special train-
the-trainer qualifications for multipliers in sales in which
we go into topics such as our vehicles” CO, emissions
throughout the product life cycle, safety and environ-
mental protection in aftersales as well as the sustainabili-
ty strategy practised by the BMW Group. Besides helping
employees to understand what the concept of sustaina-
bility is all about, this training is also designed to demon-
strate the benefits a sustainable approach can bring for
our business.
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9.2
PRODUCT SAFETY

As a provider of premium products, the BMW Group views
safety as fundamental to its sense of product responsibili-
ty. By incorporating active and passive safety systems in
our vehicles, we reduce the accident risk for both our cus-
tomers and other road users. In addition, driving safety
training helps drivers to avoid dangerous situations in
the first place. We provide our customers with extensive
information on the proper use of our products and servic-
es. In the early development phase, we evaluate the po-
tential materials to be used in a product in order to deter-
mine their possible effects on health and the environment
and eliminate any problematic materials from the outset.

All BMW Group products are developed and manufactured
in strict compliance with quality management systems.
The BMW Group monitors its products on the market and
examines all feedback on the topic of safety. If necessary,
the responsible authorities are informed without delay and
all measures that serve customer safety are initiated. The
BMW Group has established the relevant committees,
processes and organisations for this purpose. - GRIG4-PR1

Promoting safety in all areas and keeping
customers informed

We actively communicate our safety concepts by holding
joint events as needed with fire departments, rescue forces
and salvage operations. Our general and specialised driv-
er safety training also plays a part in improving the safety
of our customers and other road users. Customers learn
how to handle certain dangerous situations that may arise.
The BMW Group has been offering driver safety training
for 40 years.

Today, the BMW and MINI Driving Experience programme
offers various training courses in over 30 countries world-
wide for BMW and MINI cars and BMW motorcycles. In
2016, over 25,000 participants took part in this programme
in Germany and at international training locations.

With active and passive safety systems, the BMW Group reduces the risk of accident for
its customers and other road users.
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Reducing accidents and their consequences through
active and passive safety systems

BMW Group vehicles are equipped with active and passive
safety systems that meet the highest quality standards.
Active safety includes perfect chassis tuning, optimal trac-
tion and effective brakes. Electronic chassis control systems
as well as a range of driver assistance systems also contrib-
ute towards preventing accidents. In addition, a number
of passive safety systems installed in our vehicles mini-
mise the consequences of an accident. These include ener-
gy-absorbing crumple zones, safety passenger cells, belt
systems and airbags.

Vehicle recall at the first sign of a problem -
Takata airbags as an example

The BMW Group aims to ensure through product recalls that product
defects do not lead to any harm. Recalls are organised as a precaution
in the event of a suspected defect and communicated to the public.

The BMW Group organised the replacement of airbags supplied by
Takata purely as a precaution. A few cases became known among our
competitors in which faulty triggering of the airbags led to occupant in-
jury and even a few fatalities when the gas generator ruptured. No such
case is known in BMW Group vehicles. As a precautionary measure,
BMW decided in 2013 to launch an initial recall to exchange the affect-
ed airbags. At that time, 237,000 BMW 3 series vehicles (E46) were af-
fected worldwide. In the course of further investigations and contacts
with the authorities in various markets, BMW organised additional re-
calls for over 6 million vehicles worldwide. Vehicles affected by these
precautionary recalls are mainly those in the BMW 3 series, BMW 5 ser-
ies and the BMW X5 as well as a few other models with driver and front
passenger airbags from the model years 2000-2012.

Guaranteeing product and service information

for customers

Information on the safety of our vehicles and on protect-
ing the health of our customers can be found in the in-
vehicle operating manuals, in printed form or as an app.
These manuals are also available on the Internet. This is
complemented by vehicle signage and additional back-
ground information on services, accessories and compon-
ents.

The BMW Group is obliged by the applicable legislation
to inform customers about the proper use of its products
and services as well as any potential risks and hazards. A
technical and legal assessment during the release process
ensures that product and service information for custom-
ers (manuals in particular) meets all legal requirements
with regard to product liability. Each component of our
vehicles can be tracked back to the supplier via the part
number. The BMW Group complies with the reporting
requirements for all products and services. For example,
information on fuel consumption and CO, emissions for
each vehicle model is published on the websites of the in-
dividual brands. - GRiG4-PR3
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Using safe materials

In the early development phase, we evaluate the potential
materials to be used in a product in order to determine
their risk potential and eliminate any problematic mater-
ials from the outset. This ensures worldwide compliance
with all legislation concerning product safety, health and
the environment for every phase of the vehicle life cycle
(from development to utilisation, and right up to the re-
cycling stage). We observe here not only the strict European
Union legislation, for example REACH (registration, eval-
uation, authorisation and restriction of chemicals), but also
other regulations in effect at our production and sales lo-
cations. People with nickel allergies, for example, will be
happy to hear that there are no exposed nickel surfaces in
current BMW vehicles.

The BMW Group complies with all legislation in selecting materials to protect
health and the environment.

Ensuring high air quality in the vehicle interior

Due to our internal commitment to Responsible Care, the
BMW Group has been collaborating with independent
toxicologists since the 1990s to measure emissions in ve-
hicle interiors, in order to ensure that the targets set by
the experts are met in all new vehicles. Our own emissions
test benches test our vehicle interiors applying various
user profiles to make sure they meet the most recent inter-
national standards. The BMW Group also requires com-
ponent suppliers to meet component emissions targets,
compliance with which is tested during the development
process. In addition, all BMW/MINI/Rolls Royce vehicles
come equipped with cabin air filters. Outside air is filtered
in three ways (mechanically, electrostatically, and option-
ally also with activated charcoal) before it enters the vehi-
cle. This almost completely filters out particles such as dust,
pollen and pollutants from the outside air.
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9.3
COMPLIANCE
AND HUMAN RIGHTS

We regard lawful conduct and respect for human rights as
fundamental prerequisites for fair competition and good
corporate citizenship. As an international enterprise with
highly complex supply chains, the BMW Group is exposed
to increased risk of being associated directly or indirectly
with legal or human rights violations. We therefore treat
compliance with legal provisions and the protection of
human rights as top priorities and require our business
partners to do the same.

Responsible and lawful behaviour is an integral part of
our corporate culture and is the reason why customers,
shareholders, business partners and the general public
place their trust in us.

Managing compliance

In order to protect the company systematically against com-
pliance-related and reputational risks, the Board of Man-
agement set up a Compliance Committee in 2007. The
BMW Group Compliance Management System has been
continuously developed further since then, in 2016 notably
through the establishment of local compliance functions.
These take on many of the compliance management tasks
and are better able to identify and take into account local
risks.

Our updated Compliance Management System “Compli-
ance” covers a broad range of topics. The current focus
is on compliance with anti-trust regulations, corruption
prevention and the protection of human rights.

The extent and intensity of our compliance activities are
based on an annually updated Group-wide compliance risk
assessment covering more than 300 BMW Group business
units and functions worldwide. These compliance activities
include training and communication measures, individual
counselling, consistent follow-up on cases of non-compli-
ance as well as the management of compliance-relevant
processes and controls. The Compliance Committee carries
out several Compliance Spot Checks each year based on
the top 50 risks on the risk list. The spot checks are carried
out jointly with an external service provider to monitor
compliance with legal requirements. > GRIG4-503

The - BMW Group Legal Compliance Code, which was updated in
2016, is the cornerstone of the Group’s Compliance Man-
agement System, spelling out the Board of Management’s
acknowledgement of the fact that compliance is a joint
responsibility. In our - Annual Report 2016, we provide com-
prehensive information on the actions we take to ensure re-
sponsible and lawful conduct throughout the BMW Group.


https://www.bmwgroup.com/en/unternehmen/compliance.html
http://annual-report2016.bmwgroup.com
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Training employees in compliance
and human rights

Fair competition is the basis for all of our business dealings.
We have therefore further refined our Compliance Man-
agement System to place emphasis on preventing corrup-
tion as well as compliance with anti-trust law. In class-
room and online training, we teach our employees a basic
understanding of this topic. The training courses are tai-
lored to the needs of the respective divisions, for example
research and development. Around 17,000 managers and
employees have completed one of these training courses
since 2011.

More than 32,500 managers and staff worldwide have re-
ceived training in compliance and anti-corruption basics
since the introduction of the BMW Group Compliance
Management System in 2008. As part of the training, par-
ticipants work on case studies on the topic of corporate
hospitality and gifts. Training in the BMW Group Policy
of “Corruption Prevention” also looks at additional finan-
cial and in-kind gifts relevant to the Group business
model, for example vehicle donations, sponsorship, mon-
etary donations and memberships. Participation in the
training programme is mandatory for all BMW Group
managers. Compliance training is also available to all
other employees throughout the BMW Group. > GRIG4-503,
- GRIG4-S04

In addition, we educate our employees on the specific re-
quirements with regard to human rights in business op-
erations. The training is geared in particular toward man-
agers and focus groups, for example in Purchasing. The
participants are informed of what they have to be aware
of in their daily actions and whom they can turn to for
questions.

- see
chapter 3.3

In the reporting period, 156 purchasing employees took
part in classroom training on sustainability, which also
includes human rights requirements. 53 of them went
through special training on how to use the OEM sustain-
ability questionnaire . The issue of human rights was
also part of the classroom training in compliance offered
in 2016. As we update our compliance training in the
coming year, this subject will also be incorporated in the
compulsory employee training for all managers. - GRiG4-HR2

Ensuring due diligence with regard to
human rights

Our due diligence process for human rights is modelled
on the - UN Guiding Principles on Business and Human Rights. In
particular, we expect our employees to respect human
rights and protect them in their daily actions. We also re-
quire our business partners to respect human rights.

By integrating human rights requirements into our global
Compliance Management System, they can be entrenched
even more firmly in existing processes at all of our loca-
tions and closely monitored. > GriG4-HR9 Implementation is
also ensured through a Compliance Management Manual.

A special focus in 2016 was preparing for reporting in ac-
cordance with the UK Modern Slavery Act, which will be
published for the first time in 2017. For this purpose, we
examined the relevant suppliers, initiated any necessary
improvement measures and conducted appropriate staff
training.


http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
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International conventions and principles

Our models for ensuring compliance with environmental and social
standards along the value chain are based on various internationally
recognised guidelines. The BMW Group is committed to adhering to
the Organisation for Economic Cooperation and Development (OECD)
-> Guidelines for multinational companies, the contents of the
-> ICC Business Charter for Sustainable Development as well as
the United Nations -> Environment Programme Cleaner Production
Declaration (UNEP).

By signing the -> United Nations Global Compactin 2001 and, together
with employee representatives, issuing a > Joint Declaration on
Human Rights and Working Conditions in the BMW Group, the
Board of Management gave its commitment to abide worldwide by in-
ternationally recognised human rights and with the fundamental work-
ing standards of the > International Labour Organization (ILO).
— GRIG4-15, GRI G4-56

If employees have any questions regarding human rights,
they can ask their line managers or the BMW Group Com-
pliance Contact helpline. Employees also have the oppor-
tunity to submit information about possible human
rights violations within the company via the BMW Group
SpeakUP Line - anonymously and confidentially. In add-
ition, our annual compliance questionnaire, which must
be filled out by all BMW Group companies, includes a
question for local risk assessment of possible human
rights violations. The answers are used to derive further
local measures for minimising risk.

- see
chapter 3.3

The BMW Group Compliance Committee Office handles
any reports by employees and initiates measures as re-
quired to remedy possible violations.

The Supply Chain Response Team responds to reports of
possible human rights abuses in the supply chain -. In
2016, the Supply Chain Response Team received two no-
tifications of potential human rights violations concern-
ing non-compliance with freedom of association and an
alleged incidence of child labour. These cases are current-
ly being investigated. - GRIG4-HR12

Local assessments of the risk of possible human rights
violations also become part of Group-wide annual com-
pliance reporting, from which further local risk reduction
measures are derived.


http://www.oecd.org/corporate/mne/48808708.pdf
https://cdn.iccwbo.org/content/uploads/sites/3/2015/01/ICC-Business-Charter-for-Sustainable-Development.pdf
http://www.unep.fr/scp/cp/network/pdf/english.pdf
http://www.unep.fr/scp/cp/network/pdf/english.pdf
https://www.unglobalcompact.org/ 
https://www.bmwgroup.com/content/dam/bmw-group-websites/bmwgroup_com/responsibility/downloads/en/2005/BMWGroup_Human_Rights.pdf
https://www.bmwgroup.com/content/dam/bmw-group-websites/bmwgroup_com/responsibility/downloads/en/2005/BMWGroup_Human_Rights.pdf
http://www.ilo.org/declaration/lang--en/index.htm 
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Obliging business partners to observe
human rights

We expect our business partners along the entire supply
chain to consistently observe human rights and we see this
as an important criterion for long-term business relations.
The international value creation processes in the auto-
motive industry and the division of labour it entails lead
to risks, particularly in the supply chain. We thus ensure
our suppliers’ commitment to respecting human rights via
our risk management process —>.

We also take human rights requirements into account in
investment decisions and the choice of company sites. In
2016, 100% of the order volume for our material invest-
ments in property, plant and equipment (including produc-
tion equipment and buildings) were covered by human
rights clauses. > GRIG4-HR1

Both our international purchasing conditions and also all
dealership contracts in Europe as well as Korea, Thailand,
Singapore, Malaysia and Indonesia, along with all contracts
with importers worldwide, currently contain a binding
human rights clause. We intend to gradually integrate this
clause into all dealership contracts worldwide.

We see the integration of human rights clauses into con-
tracts with business partners as an important step in es-
tablishing human rights requirements in the value chain,
and as an indicator of growing awareness on the part of
our partners.
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2.4
ECONOMIC EFFECTS

Sustainable management combines long-term commercial
success with added value for society. As a global company,
the BMW Group acknowledges its responsibility to con-
tribute to social prosperity. Therefore, we not only strive
for a continuous increase in value creation but we also
make specific contributions to economic development and
quality of life at our locations.

The sustainable, profitable growth of the BMW Group
enables risk-commensurate returns for capital providers,
attractive salaries for employees as well as a social contri-
bution through income tax payments. These direct posi-
tive economic benefits are quantified in the allocation
statement for net value added. At €23,623 million (2015:
€22,524 million), the net value added of the BMW Group
has remained at a constant high level. The bulk of the net
value added is applied to employees (2016: 48.8%, 2015:
48.3%). The proportion applied to providers of finance
declined compared to the previous year, to 8.3%. The
government/public sector (including deferred tax expense)
accounted for 13.7%. The proportion of net value added
applied to shareholders, at 9.7%, was higher than in the

>see previous year —. -> GRIG4-EC1

table 5.01

BMW Group value creation
- T5.01

in %, basis: production material
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Contributing to prosperity through growth

The BMW Group currently employs 124,729 people (2015:
122,244) and is training 4,613 young people at its world-
wide locations (2015: 4,700). The purchase of intermediate
products also secures jobs worldwide in our supply chains.
Because we source the main components for vehicle pro-
duction locally whenever possible, our business activities
create jobs and increase prosperity at our locations. - G4-Ec8

By paying income taxes, and indirectly through taxes paid
by our employees and suppliers, we boost the tax revenues
of the regions where we operate. In 2016, the BMW Group
paid a total of approximately €2,755 million in income
taxes (2015: €2,828 million).

Expanding local infrastructure

The BMW Group contributes directly to the expansion of
local infrastructure. With ChargeNow, for example, we are
building a public charging infrastructure for electric ve-

- see
chapter 2.2

- see
chapter 2

- see
chapter 3.1

hicles all over the world ->. When setting up new plants,
we also, for example, build new roads as needed and lay
electricity and water supply lines. During planning at a new
company location, we first examine how we can contribute
to the specific needs of the local community. > GRiG4-EC7

Opening up new business fields

By implementing innovations, the BMW Group opens up
new business fields and thus fosters the creation of new
value chains and jobs. Examples include the URBAN-X
accelerator programme and the BMW Startup Garage,
along with further initiatives supporting pioneering tech-
nologies and urban mobility > as well as the joint venture
Encory, which promotes the reuse of vehicle parts —.
> GRIG4-EC7, GRI G4-EC8

As in previous years, the figures indicating the economic
effects of the BMW Group continued to see an upward
trend in 2016, confirming our contribution to social pros-
perity in our locations. - GRIG4-EC7, GRI G4-EC8

Financial figures

- T5.02

in € million 2012 2013 2014 2015 2016 Changein %
Capital expenditure 5,240 6,711 6,100 5,890 5,823 -1.1
Revenues 76,848 76,059 80,401 92,175 94,163 2.2
Profit before financial result 8,275 7,978 9,118 9,593 9,386 -2.2
Profit before tax 7,803 7,893 8,707 9,224 9,665 4.8
Income taxes 2,692 2,564 2,890 2,828 2,755 -2.6
Net profit 5111 5,329 5,817 6,396 6,910 8.0
—> GRIG4-EC1
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9.9
STAKEHOLDER ENGAGEMENT

As the BMW Group is a global corporation, both our manu-
facturing activities and our products have an effect on the
environment as well as on diverse groups of stakeholders.
At the same time, the viewpoints, decisions and actions of
our stakeholders have a decisive impact on the success of
our enterprise. The BMW Group therefore engages in on-
going dialogue with its stakeholders at all its locations
and in relevant markets.

By fostering dialogue with our stakeholders, we want to
build trust, gain a better understanding of each other’s
positions, identify trends and consolidate partnerships.
This helps us to understand better what steps are needed
and expected from us next in the various fields of activity.
At the same time, the exchanges give us an opportunity to
clearly and transparently explain the extent of our poten-
tial influence on social and environmental issues and what
prerequisites and framework conditions are important for us.

Our —> Stakeholder Engagement Policy forms the basis for con-
tinuous dialogue. It defines the goals of the dialogue, sets
the criteria for identifying and prioritising our stakehold-
ers, and provides a template for a range of suitable dialogue
formats and communication channels. - GRIG4-25

Regular and systematic dialogue
with stakeholders

Our subsidiaries, our political offices in the different mar-
kets and the representatives from our plants engage in
regular dialogue with local stakeholders on relevant top-
ics. A range of committees and channels allow our differ-
ent corporate departments to contact relevant stakeholder
groups directly.

One of the cornerstones of this dialogue is our ongoing
and systematic identification and prioritisation of stake-
holders and their topics of interest. To this end, we regu-
larly map out stakeholder groups that are involved in
strategically important topics at all relevant locations.

Our basic goal is to host at least one multi-stakeholder dia-
logue per year in our primary sales regions in Europe,
Asia and North America respectively. We set the themes for
these stakeholder dialogues according to how topical they
are and how well they lend themselves to comparing and
contrasting the different regions. In 2016, we conducted
stakeholder dialogues on the topic of urban mobility in
Seattle/USA, Boston/USA, Madrid/ES, Tokyo/JP and
Barcelona/ES. In the coming year, urban mobility will once
again be on the agenda, along with other key issues such
as digitalisation.

Stakeholder dialogue in Madrid on the topic of urban mobility.


https://www.bmwgroup.com/content/dam/bmw-group-websites/bmwgroup_com/responsibility/downloads/en/2013/Stakeholder_Engagement_Policy_of_the_BMW_Group.pdf
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In addition to these events, we also have direct contact with
individual stakeholders on occasions when special topics
arise (for example, in 2016 there were many requests for in-
formation on environmental protection and the observance
of human rights in the supply chain). To respond to our
stakeholders” interest in these issues, the BMW Group held

two dialogue events in Berlin (in July and December 2016)
at which we presented the general sustainability standards
in the BMW Group supply chain and discussed in greater
depth projects and measures being undertaken with regard
to the raw materials kenaf and cobalt.

Stakeholder groups and forms of dialogue
- F5.01

E-mobility continues to require the support of policymakers, but new business

models can also promote market acceptance Capltal market
Dialogue in industry initiatives, joint events, training courses, lectures, S 1
Supplier Risk Assessment, Learning from Suppliers forum uPP 1ers

Networks and

Participation of Board members and technical experts in a number of initiatives,

forums and events, membership of initiatives associations
Workshops on key topics, regular “Green Tables” with parliamentarians .
BMW Group in Germany Policymakers
in dialo ue Round tables, visits from universities, lectures, discussions,
The demand fﬁ] dividual “BMW Group Dialogue” with students Research
premium mobility continues. Dialogue in the form of public relations trips and press releases, informational M d
However, a strategic events on new products, test drives, trade fairs edla

assessment is required as
utilisation habits are

Dialogue with sales organisations and the association of German BMW dealerships, B . t
business conferences, dialogue via the central coordinating units of importers usiness Pal' ners

called into question.

One-on-one dialogue, plant visits, neighbourhood dialogue, press events LOCEll stakeholders

Civil society

Face-to-face meetings/dialogue, responding to enquiries and NGOS

Dialogue with employees and managers, employee survey,
idea management, internal media

Employees

Customer survey, social media, trade fairs, media Customers

—> GRIG4-24, GRI G4-26
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In 2016, various media and NGOs alerted us to possible
human rights violations in our supply chain. As stipulated
in our corporate processes, our Supply Chain Response
Team looked into each case within a matter of days, asking
the management of the supplier company to respond to the
specific issue or case. If we still had doubts, we intensified
our investigation and sent someone to look into things on
site. In one case, information provided by our stakeholders
led us to work with our suppliers to restructure a supply
chain so as to rule out any potential future risk.

For an overview of the forms of dialogue and stakeholder

- see
figure 5.02

All of our stakeholder dialogue formats are based on one
principle: that the views of our stakeholders feed back
into the company’s strategy. On the other hand, the stake-
holders become familiar with the BMW Group’s views and
positions on certain topics and can take account of these
in their day-to-day work. For an overview of the results of
the stakeholder dialogues in 2016 —.

Further information on specific events taking place as part
of the > BMW Group Dialogue are published online on the
BMW Group website.
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groups of the BMW Group .

- see
figure 5.01

Key stakeholder perceptions and recommendations

- F5.02

STAKEHOLDER PERCEPTIONS

STAKEHOLDER RECOMMENDATIONS

Greater policy support possible for BMW

e-mobility and car-sharing programmes

through the integration of connectivity and

automation, e.g.:

— delivering real time data on parking,
infrastructure and traffic conditions,

— new services for physically challenged
groups,

— supporting a stable energy infrastructure
and integration of electric vehicles into
existing networks.

The BMW Group's approach to car-sharing is

not fully understood:

— advocating for less cars while selling cars?

— premium is still associated with exclusivity
of ownership.

— Brand is perceived to be less relevant in
sharing schemes.

Connected and autonomous cars
might challenge The BMW Group’s brand DNA
and core competencies
— What are the new business models
for the BMW Group?
— How is the organisational change being
managed?

Zeitgeist is focused on breakthrough innov-
ation rather than gradual change. Thus, sys-
temic approaches to energy transition are
attractive (battery, charging, energy gener-
ation and storage).

Increase availability of car-sharing through

reward schemes, e.g.:

— gamification and loyalty programmes.

— flexible pricing to incentivise ride-sharing
and sharing of private parking spaces, for
example.

Strengthen car as private space e.g. through:

— tailored interior design,

— advanced entertainment solutions,

— assuring confidentiality of private
communication,

— developing more ideas for stationary use.

Some competitors don’t have “legacy automo-
tive business”, which allows them to focus
resources within R&D and manufacturing as
well as to execute a stronger marketing
strategy.

Foster vehicle-to-grid integration to promote

decentralised energy systems that support

— disaster resilience,

— and energy transition through storage and
bi-directional charging,

— also provides further options to reduce
TCO (Total Cost of Ownership) of electric
vehicles.

Increase digital availability of cars and
services in cutting-edge digital market
platforms (own, partner, external).

Use car-sharing as an introductory platform
for premium/advanced technology, e.g.
regarding electrification and connectivity.

Premium data privacyi.e. trust in responsible
handling of data, full control of privacy
settings and reward schemes for sharing of
data could be essential USP for BMW.

- GRIG4-27


https://www.bmwgroup.com/en/responsibility/stakeholder-engagement/bmw-group-dialogue.html
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In dialogue with investors

Engaging in a regular and intensive dialogue with the
capital market has always been a high priority for the
BMW Group. When making their decisions, investors
are increasingly focusing on how the BMW Group inte-
grates aspects such as the environment, society and cor-
porate governance into its business model, products and
activities. This is particularly true of institutional investors
with long-term strategies.

In 2016, we continued to maintain and expand our con-
tacts with sustainability-oriented investors and analysts.
In a number of individual and group discussions at SRI
roadshows and conferences (SRI = Socially Responsible
Investment) in Europe’s financial centres and the USA,
visitors were informed of our current progress in the area
of sustainability and the focus topics in our Strategy
NUMBER ONE > NEXT. We also conducted another Per-
ception Study to determine how investors view the finan-
cial aspects of sustainability communications and inte-
grated the results into the further development of our SRI
communications.

The BMW Group in dialogue with decision-makers on the topic of sustainability.

In dialogue with political decision-makers

By engaging in regular, active and open dialogue with
political decision-makers, union representatives and as-
sociations as well as non-governmental organisations
(NGOs), we play a constructive and transparent role in
shaping the general political framework for our business
activities. We offer our expertise to help promote fair
competition for all involved and find sustainable solutions.
We regard this as an important aspect of our corporate
responsibility.

Our political offices concern themselves with public affairs
as they affect environmental, financial and socio-political
topics and deal with relevant economic policy and industry-
specific issues. In the period under report, the main topics
in this regard were how to put emissions regulations into
practice, how to deal with trade barriers, fair taxation
legislation, changes brought about by digitalisation, the
challenges of urban mobility as well as international reg-
ulations on measuring emissions.

We take a public stand on the issues and report on our
positions on important policy developments and legisla-
tive initiatives.

Approaches to promoting recycling and life

cycle management

The BMW Group engages in an ongoing dialogue with
policymakers on the theme of recycling and life cycle
management. We were represented, for example, at the
G7 conference held by the United States Environmental
Protection Agency (EPA). The conference dealt with the
use of life cycle approaches to increase resource efficiency.
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Position on the implementation of the EU

CSR Directive in Germany

The European Union passed a directive on CSR reporting
in 2014 that is to be implemented in the member states as
national law by the end of 2016. With a slight delay, the
law was adopted by the German Bundestag in early 2017,
meaning that the reporting requirement will take effect for
Germany for business year 2017. The companies concerned
must disclose in their management report or a separate
sustainability report non-financial information on their
policies, main risks and outcomes relating to at the mini-
mum environmental matters, social and employee aspects,
respect for human rights, anti-corruption and bribery
issues as well as equal opportunity and diversity in their
board of directors.

After many years of reporting in accordance with the
GRI G4 comprehensive guidelines, the BMW Group is
confident that it will be able to meet the new reporting
obligations without any major changes in its annual
drafting process. The BMW Group supports the new le-
gislation provided that its operational interpretation leads
to greater clarity and focus in the resulting reporting.

- see
chapter 2.1
and 2.2

Taking a stand on emissions regulation

Legal regulations on emissions are becoming increasingly
stringent worldwide, continually posing new challenges to
the automotive industry. As early as 2000, the BMW Group
set the course for reducing fuel consumption as well as
CO, and pollutant emissions with its Efficient Dynamics
Strategy. Electromobility is essential for achieving further
reductions.

Favourable economic conditions have proven conducive
to the successful introduction of new technologies. In the
dialogue with the political stakeholders in the main mar-
kets, the following issues are of central importance to the
BMW Group:

— Promoting electromobility
— Not distorting competition according
to market segment
— Supporting new efficiency technologies
— A realistic connection between targets
and measuring methods
— Consistency of supply-side and demand-side policies

The BMW Group would like to see countries in all mar-
kets take effective measures to promote electromobility,
such as those already in place for example in Japan, China
and California (for further information, -).
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Promoting the transatlantic free trade agreement

As a global enterprise, the BMW Group has always sup-
ported the further opening of worldwide markets as well
as the continuous reduction of tariff and non-tariff trade
barriers. The BMW Group manufactures vehicles world-
wide, takes advantage of global sourcing and is convinced
that free trade is an important component for a sustain-
able growth and employment policy.

Despite increasing globalisation, trade policy has been
characterised for the past several years by a trend toward
greater protectionism. Market entry barriers are on the
rise in many regions of the world. Where tariff trade bar-
riers are abolished, they are often replaced by non-tariff-
based obstacles.

The latest developments with regard to the UK's planned
withdrawal from the European Union as well as the trade
policy discussions triggered by the new administration in
the USA can be seen as results of a global trend toward
isolation and disintegration that has been observed for
some time now.

The BMW Group approaches its investment decisions with
sustainability in mind. Long-term investments are the re-
sult of careful consideration and strategic planning pro-
cesses. In particular in countries such as the UK and the
USA, where changes in trade policy are now being dis-
cussed, we are firmly established partners in the local
economy and wish to remain so. Our future involvement
in Mexico is likewise more than a pure investment deci-
sion. It also reflects our sense of responsibility for the
jobs being created there as well as our social and cultural
commitment.

The BMW Group therefore hopes that its sustainable
global investment and sales planning will be flanked by
responsible policy decisions designed to maintain the
growth, prosperity and employment brought by open
markets and international integration.

Supporting democratic parties

The BMW Group supports the work on social policy car-
ried out by democratic parties in Germany (CDU, CSU,
SPD, FDP and Biindnis90/Die Griinen). The company
places high value on transparency in this regard and
complies with the relevant legislation. Since 2014, the
BMW Group has supported the work of political parties in
Germany solely through content-based partnerships, for
example by sponsoring public discussion forums and dia-
logue formats. All partnerships are subject to the clear
sponsorship guidelines of the BMW Group.
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9.6
REINFORCING
SUSTAINABILITY

The BMW Group manages its business in accordance with
responsible corporate governance principles geared to long-
term value creation in all areas of the company. To ensure
compliance with these principles, clear lines of accounta-
bility have been defined in the BMW Group’s management
system, which are reinforced through guidelines as well as
control and incentive systems.

The Board of Management governs the enterprise under its
own responsibility, acting in the interests of the BMW Group
with the aim of achieving sustainable growth in value. It
thus determines the strategic orientation of the enterprise
and ensures its implementation. The Board of Management
is furthermore responsible for compliance with all provi-
sions of the law and internal regulations as well as for ad-
equate risk management and risk controlling. The Super-
visory Board advises and supervises the Board of Manage-
ment in conducting its duties (dual management system).
> GRIG4-34, GRI G4-39

Sustainability is a component of our corporate strategy. For
this reason, our Sustainability and Environmental Protec-
tion department has been directly incorporated into our
Corporate Planning and Product Strategy unit since 2007,
under the mandate of the Chairman of the Board of Man-
agement. This unit is responsible for the sustainability
strategy and sustainability management worldwide. Some
of the department’s tasks are:

- see
figure 5.03

— To identify challenges and opportunities for sustaina-
ble operations

— To develop and monitor sustainability goals

— To further develop, specify and integrate our sustain-
ability initiatives into individual divisions, taking
account of the entire value chain

— To ensure the cooperation of all departments in the
company involved in sustainability

— To provide a central corporate function for environ-
mental protection (Group Representative) and man-
age the environmental protection network

— To manage global centres of competence on a range
of environmental issues

Managing sustainability

The Sustainability Board makes decisions on the long-term
alignment of the sustainability-related areas of action in-
cluded in Strategy NUMBER ONE > NEXT. The entire
Board of Management is represented on the Sustainability
Board, along with the heads of Sustainability and Environ-
mental Protection and of Corporate Communications.
- GRIG4-34 The Sustainability Board convenes twice a year
to assess the company’s progress on economic, environ-
mental and social issues. In particular, it determines the
degree to which sustainability principles have been inte-
grated into the various divisions. - GriG4-47 The Sustain-
ability Circle, which comprises department heads from all
divisions, meets at least twice a year to draft decisions for
presentation to the Sustainability Board. Given the in-
creasing relevance of the topic of sustainability for the
core business of the BMW Group, a proposal has been
made to integrate the Sustainability Circle into the Strat-
egy Circle. This integration represents a logical next step
toward establishing sustainable business practices as an
integral part of the business model —. > GRIG4-35, GRI G4-36,
GRI G4-42, GRI G4-43 The BMW Group management principles
are also set down in the - Corporate Governance Codex.


https://www.bmwgroup.com/content/dam/bmw-group-websites/bmwgroup_com/company/downloads/en/2016/Corporate%20Governance%20Codex_BMW%20AG_Januar%202016_englisch.pdf
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Organisation of sustainability in the BMW Group
— F5.03

Sustainability board

Comprises the entire Board of Management
Chairman: Chairman of the Board of Management
Responsible for strategic alignment

L

Sustainability Circle
within Strategy Circle

Comprises department heads from all divisions
Responsible for preliminary work to support decision-making

L

Specialist divisions
Implement measures and processes needed for the
BMW Group to achieve its sustainability goals
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Integrating sustainability as a
strategic corporate objective

Sustainability has been integrated “top down” at all corpo-
rate levels of the BMW Group since 2009 as a strategic
objective based on specific targets and key performance
indicators. Sustainability is therefore an explicit compon-
ent of the BMW Group’s management system. This means
that every major issue and project must be measurable in
terms of “Sustainability” as a corporate objective, ensuring
that, in addition to economic factors, environmental and
social aspects are also accounted for in the decision-mak-
ing process.

It also means that sustainability as a corporate objective
is broken down to the level of business areas and div-
isions. As a result, the personal targets set for managers
include sustainability aspects and criteria that have an ef-
fect on their performance-based remuneration.

Rewarding sustainable business success

The Supervisory Board decides on the level of compensa-
tion received by members of the Board of Management,
orienting its decisions on the sustainable development of
the BMW Group. Bonuses are also based in part on per-
sonal performance, evaluated primarily according to qual-
itative criteria. These criteria include ecological innovation
(e.g. reduction of CO, emissions), customer focus, leader-
ship accomplishments and the ability to lead change pro-
cesses.

Further key performance indicators for measuring contri-
butions made to the sustainable development and future
viability of the company are enhancing its attractiveness
as an employer, progress in the implementation of the
diversity concept, which is presented in a report to the
Supervisory Board, as well as activities that advance cor-
porate citizenship in the BMW Group - Compensation Report
in the 2016 Annual Report > GRIG4-43, GRI G4-44, GRI G4-51


http://annual-report2016.bmwgroup.com
http://annual-report2016.bmwgroup.com
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Further key indicators: Strategy

Research and development expenditure
- T1.01

in € million and € per employee

5,169 5164

4,793 !
— 6,000 , 4,566 46,191 44578
- emiion 3,952 40939 43180 = o
g € peremployee’ 4L275 T mm
;3,000 I | |
iO

2012 2013 2014 2015 2016

1 Based on the average number of people employed during the financial year (not including
trainees and students gaining work experience).

In the reporting period, expenditure on research and development, in particular projects
to safeguard the future, remained at the same level as the previous year at €5,164 million
(2015: €5,169 million). It accounted for 5.5% of revenues (2015: 5.6%) thus remaining
virtually unchanged since the previous year.
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Further key indicators: Products and services

Fleet consumption of BMW Group vehicles sold in the USA (according to CAFE?)

- T2.03

in mpg2

— 35 — — — — — — — — — — — — *\*\* 35 —
- / Fleetvalue of -
- P cars sold -
— 30 — — — — — — — — — / — — — — 30 —
- Fleetvalue of -
- “light trucks” sold -
- I (X3 xDrive/X4/X5/X6) =
- I -
— 25 — — — — — — — — — = — — — — — 25 —
— 20 — — — — — — — — — — — — — — — 20 —

31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12. 31.12.
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016°

' CAFE: corporate average fuel economy.
2 mpg: miles per gallon.
3 BMW Group forecast, not yet officially confirmed by National Highway Traffic Safety Administration (NHTSA).

The BMW Group’s Efficient Dynamics strategy calls for fuel economy technologies to be made accessible to all customers worldwide as soon as possible. Efficient Dynamics are thus part of the standard
equipmentin our vehicles. The slight decrease is primarily due to the drop in fuel prices and the accompanying increase in customer demand for larger models and more powerful engines.

Further > GRIG4-EN27
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Coverage rate of the production locations with
quality management systems
- T3.10

as a % of production location workforce

100 100 100 100 100
100
50 ‘ ‘ ‘ ‘ ‘
0

2012 2013 2014 2015 2016
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Energy consumption in detail

- T3.1

in MWh 2012 2013 2014 20157 2016"

TOTAL ENERGY CONSUMPTION

(UPPER HEATING VALUE IN CASE OF FOSSIL FUELS)

Total energy consumption 4,549,788 4,721,174 4,867,094 5,479,002 5,783,841
of which vehicle production 4,549,788 4,721,174 4,867,094 5,054,722 5,328,856
of which motorcycle plant in Berlin/DE — — — 80,535 85,559
of which corporate functions, development and administration in Munich/DE — — — 343,745 369,426

TOTAL ENERGY CONSUMPTION IN DETAIL

(UPPER HEATING VALUE IN CASE OF FOSSIL FUELS)

Electricity (external source) 1,790,534 1,910,065 2,141,222 2,485,881 2,584,570

Community heating 249,123 316,532 281,216 366,593 381,340

Community cooling in MWh — — — 1,002 1,084

FOSSIL FUELS

Fuel oil 12,622 14,023 7,459 4,667 3,522

Natural gas 2,169,059 2,165,362 2,198,202 2,393,723 2,575,089
of which CHP losses 210,514 191,840 210,740 214,569 245,899

NON-FOSSIL FUELS

Biogas (landfill gas) 328,450 315,192 238,654 226,146 237,446
of which CHP losses 103,422 94,486 73,638 98,670 108,536

Wood pellets — — — 430 220

REGENERATIVE FUELS

Solar energy (photovoltaics) 114 142 341 559 570

' To further increase transparency, energy consumption from the corporate functions, development and administration in Munich/DE as well as the motorcycle plantin Berlin/DE were included in the report for

the first time in 2015.

In 2016, the energy consumption of our vehicle production was at 2.21 MWh per vehicle produced, a slight rise compared to the previous year (2015: 2.19 MWh). This is mainly due to the launch of the new engine
plantin Shenyang, China and the installation of a new, more efficient paintshop in Munich/DE, which necessitated operation of two paintshops at the same time.

- GRIG4-EN3
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Certified environmental management systems in production facilities of the BMW Group

- T3.12
Site Environmental management systems Most recent year of certification
Berlin plant, DE ISO 14001/ EMAS January 2015
Dingolfing plant, DE ISO 14001/ EMAS January 2015
Eisenach plant, DE ISO 14001/ EMAS January 2015
Goodwood plant, UK ISO 14001 January 2015
Hams Hall plant, UK IS0 14001 January 2015
Landshut plant, DE ISO 14001/ EMAS January 2015
Leipzig plant, DE ISO 14001/ EMAS January 2015
Munich plant, DE ISO 14001/ EMAS January 2015
Oxford plant, UK ISO 14001 January 2015
Regensburg, plant, DE ISO 14001/ EMAS January 2015
Rosslyn plant, ZA ISO 14001 January 2015
Spartanburg plant, US IS0 14001 January 2015
Steyr plant, AT ISO 14001/ EMAS January 2015
Swindon plant, UK ISO 14001 January 2015
Wackersdorf plant, DE ISO 14001/ EMAS January 2015
CKD plant, Araquari, BR ISO 14001 November 2016
CKD plant, Chennai, IN 1SO 14001 January 2015
CKD plant, Jakarta, ID (external production) ISO 14001 May 2016
CKD plant, Cairo, EG (external production) ISO 14001 October 2014
CKD plant, Kaliningrad, RU (external production) IS0 14001 August 2014
CKD plant, Kulim, MY (external production) ISO 14001 November 2013
Furt_her_ CKD plant, Manaus, BR (external production) National standard’ Implemented
key indicators CKD plant, Rayong, TH 1S0 14001 January 2015
Strategy BMW Brilliance Automotive, Shenyang, CN (joint venture) IS0 14001 December 2015
Products SGL Automotive Moses Lake, US (joint venture) IS0 14001 March 2015
and services SGL Automotive Wackersdorf, DE (joint venture) ISO 14001 March 2015
= Production Magna Steyr Fahrzeugtechnik Graz, AT (contract production) ISO 14001/ EMAS July 2015
and value creation TVS Motor Company Hosur, IN (contract production) National standard’ Implemented
Employees VDL Nedcar, Born, NL (contract production) ISO 14001 October 2014
and society
Fundamentals ! Fulf.ilmentoflegal requirements. . . B . . . . .
Environmental management systems are in place at almost all BMW Group production facilities worldwide as well as in the central planning departments. With the exception of the Manaus/BR plant and
Hosur/IN, these systems are certified in accordance with ISO 14001. External auditors confirmed that the German and Austrian sites additionally meet the EMAS European environmental management
standard. The Araquari/BR plant was certified in accordance with ISO14001 in November 2016.
Q Search
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Average distribution of materials in

BMW Group vehicles!
- T3.13
in%
1.0
M.O.N.
12.0 (mod. organ.  Other 5.0 Duromers 2.0

Thermoplastic ~ natural mat.)
resins

1
y
\ |/

Textile 1,0

Non-ferrous metals 18.0

4.0 Steelandiron 56.0
Elastomers
(such as tyres

1.0 and seals)

Operating fluids

1 Calculation of representative vehicles includes: BMW 1 Series, BMW 3 Series, BMW 5
Series, BMW 7 Series, BMW X1, BMW X5, MINI Hatchback, MINI Countryman, RR, i3, i8.

Investment in environmental protection®
> T13.14

in € million

— 160 ‘I 149 8 154 3
; Entire 109 6

- podeter 789
S 8O8 6s2ff 697

= 50.9

E Germany I I

= 0

2012 2013 2014 2015 2016

' Calculation of integrated environmental investments of BMW Group producton locations
according to VDA standard.

Total investment by the BMW Group in environmental protection increased considerably
compared to 2015 (2015: €109 million), amounting to €154 million in the reporting period.
This is mainly due to investment in new paintshops. In addition, our implementation of
environmental management measures meant that there were no significant environmental
incidences in the reporting period. In particular, no penalties had to be paid.
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BMW Group input/output assessment for 2016 vehicle production

- T3.15
INPUT
Raw materials®
Steel 2,298,838t
Plastics? 555,589t
Aluminium 627,982t
Magnesium 6,790t
Operating fluids3 68,718t
Water* 5,017,816 m?
Energy* 5,328,856 MWh
OUTPUT
Vehicles
BMW Group vehicles produced® 2,186,363
Vehicles produced (partner plants and contracted) 173,393
Total waste* 762,924 t
of which recyclable 754,486t
of which waste for disposal 7,951t
Total waste water* 3,312,562 m®
CO, emissions*® 1,254,961t
Volatile organic compounds (VOC)*$ 2,522t
NOy** 599t
COo+® 4251
S0,%8 8t
Particulates, dust*® 59t

' Due to the fact that internal reporting has a different scope, this figure excludes BMW Brilliance (China) but includes Magna Steyr/AT.

2 Component weight.

% Operating fluids for products (e.g. engine and gear oil, brake and cooling fluid, cooling agent, fuel for production refuelling). As the data is captured via the central purchasing system, this figure excludes BMW

Brilliance (China) and Magna Steyr/AT.

*Incl. BMW Brilliance (China), excluding contract production.
* BMW Group measurements/capture as well as calculations based on energy consumption (primarily heating oil and gas) with the aid of the VDA emission factors.

¢ Calculated using updated emissions factors.

The number of vehicles produced again showed an increase in the reporting period (+3.5%). On the input side, the shift from steel to aluminium reported in 2015 continued due to the increase in lightweight con-
struction. Aluminium grew by 7.7% (steel: -5%). In addition, the efficiency indicators energy/water consumption, process waste water, waste for disposal, VOC and CO, emissions per vehicle improved by an

average of 4.9% compared to 2015.

— GRIG4-EN1, GRI G4-EN3, GRI G4-EN8, GRI G4-EN15, GRI G4-EN21, GRI G4-EN22, GRI G4-EN23
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Water consumption?

- T3.16
2012 2013 2014 2015 2016
Water consumption in m3 3,910,923 4,105,937 4,434,595 4,819,684 5,017,816
of which drinking water in % 88 86 87 86 87.1
of which groundwater in % 12 14 13 14 12.5
of which surface water in % 0 0 0 0 0.5
of which rainwater in % 0 0 0 0 0
' This figure refers to the production sites of the BMW Group incl. the BMW Brilliance Automotive Ltd. joint venture in Shenyang/CN.
In the period under report, no sensitive water sources were impacted by water removal (water from nature conservation areas), nor are there plans to do so in the future.
— GRIG4-EN8
Waste water!
- T13.17
2012 2013 2014 2015 2016
Total waste water in m3 2,535,980 2,825,825 2,965,615 3,108,587 3,312,562
of which process waste water in m3 896,137 882,978 949,601 960,234 944,008
of which waste water from sanitary facilities in m3 1,639,843 1,942,847 2,016,015 2,148,353 2,368,554
Total heavy metals and heavy metal compounds in kg 474 465 492 502 742
CSB2inkg 1,617,183 1,770,577 2,081,473 2,152,073 2,085,398
AOX3in kg 77 79 74 87 131

' The key performance indicator “Process waste water” is measured after waste water treatment in BMW Group plants (incl. the BMW Brilliance Automotive Ltd. joint venture in Shenyang/CN) has taken place.

Together with the waste water from sanitary facilities at the plants, this is the figure for total waste water. Due to factors such as evaporation, water input does not correspond to total waste water.

2 COD = chemical oxygen demand.
3 AOX = adsorbable organic halides in water.

In general, materials input into waste water should be limited to volumes that will not overtax natural decomposition processes. At all production facilities, BMW-specific waste water standards apply,
some of which significantly exceed local regulations. The significant increase in AOX as well as the total of all heavy metals and heavy metal compounds in 2016 is due to intermittent process difficulties.

— GRIG4-EN22
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Waste!

- T3.18

int 2012 2013 2014 2015 2016

Total waste 664,752 680,299 727,079 754,747 762,924
Hazardous waste for recovery 19,979 21,884 28,503 31,099 30,855
Hazardous waste for disposal 8,127 7,668 7,439 5,483 4,219
Non-hazardous waste for recovery 633,394 647,725 688,237 714,887 723,632
Non-hazardous waste for disposal 3,252 3,022 2,900 3,278 3,732

Materials for recycling 653,373 669,609 716,740 745,986 754,486
Metals for recycling (scrap) 494,894 500,589 525,812 569,959 569,841

Waste for disposal 11,379 10,690 10,339 8,761 7,951

" The indicators refer to the production locations of the BMW Group incl. the BMW Brilliance Automotive Ltd. joint venture in Shenyang/CN.

In 2016, waste for removal was reduced to 7,951 t (2015: 8,761 t). This equates to an overall reduction of 9.2%, in spite of an increase in production of 3.7%. This reduction was mainly a result of the possibility of

recycling liquid waste at several plants (e.g. Dadong/CN).
- GRIG4-EN23

Modes of transport of BMW AG employees!
> T3.19

2013 2014 2015 20162
in % intCo, in% intCo, in % intCO, in% intCo,
Cars 50 59,882 51 60,009 52 65,922 53 70,953
Public transport 17 3,914 16 3,461 16 3,750 16 4,169
Plant bus 27 13,432 26 14,244 25 14,552 24 12,950
Bicycle/on foot 6 0 7 0 7 0 7 0
Total 100 77,228 100 77,714 100 84,225 100 88,072

' Headquarters, including Research and Innovation Center Munich/DE, and the Munich/DE, Dingolfing/DE, Regensburg/DE, Landshut/DE, Leipzig/DE and Berlin/DE plants.

263% of BMW Group employees and 92% of employees in Germany captured.

Total emissions of CO, rose by just under 5% and the overall average of CO, emissions per employee and working day is slightly higher than in the previous year (4.63 kg/employee/d).

— GRIG4-EN17
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Logistics: carriers and CO, emissions!

- T3.20

2012 2013 2014 2015 2016
INBOUND (MATERIAL PROVISION OF THE PLANTS AND
SPARE PARTS DELIVERY)
Transport volume in million tkm 10,703 11,560 12,682 13,822 15,202
CO, emissionsint 547,049 580,616 630,215 467,023 506,604
OUTBOUND (DISTRIBUTION OF VEHICLES AND SPARE PARTS)
Transport volume in million tkm 20,195 22,226 24,537 25,584 25,006
CO, emissionsint 700,051 803,158 888,089 935,059 920,795
TOTAL (INBOUND AND OUTBOUND)
Transport volume in million tkm 30,898 33,786 37,219 39,406 40,208
CO, emissionsint 1,247,100 1,383,774 1,518,304 1,402,082 1,427,399
PERCENTAGE SHARE OF CARRIERS IN TOTAL (INBOUND AND
OUTBOUND) IN TERMS OF TRANSPORT VOLUME AND CO,
EMISSIONS tkm gCo; tkm gCo; tkm gCo; tkm gCo; tkm gCo;
Sea 79.2 53.1 78.9 51.6 77.8 50.1 78.9 57.0 77.7 55.0
Road 10.7 20.2 12.4 23.1 13.5 24.3 13.5 27.8 14.9 30.8
Rail 8.9 4.6 7.5 3.8 7.3 2.7 7.0 3.2 6.9 3.1
Air 1.2 221 1.2 21.5 1.4 22.9 0.6 12.0 0.5 11.1

' Figures refer to BMW and MINI, excluding Rolls-Royce automobiles. CO, emissions calculated in accordance with DIN EN 16258. Since the 2011 financial year, the scope has expanded significantly and currently
comprises: inbound volumes (material supplies to plants and spare parts delivery) for BMW and MINI vehicles in Germany, UK, USA, South Africa, China, Thailand, India and CKD/SKD locations as well as for
delivery of spare parts to the parts supply centre ZTA in Dingolfing/DE. Outbound volumes (vehicle distribution and spare parts) as far as the distribution centres in the worldwide markets and in certain markets

as far as the dealership.

Theincrease in transport volume (+2%) and CO, emissions (+2.1%) was less than proportional to the year-on-year increase in the number of BMW and MINI vehicles produced (+3.5%). CO, emissions fell by
around 2.3% per unit based on the number of vehicles. This is mainly due to the rise in the share of vehicles produced in Europe for the European market and the resulting decrease in export volume. It also led to

slight shifts in shares of modes of transport in transport volume and CO, emissions figures.

- GRIG4-EN17
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Plant occupational health and safety certification management system Most recent year of certification
Berlin plant, DE OHSAS 18001 December 2014
Dingolfing plant, DE OHRIS May 2015
Eisenach plant, DE OHSAS 18001 September 2015
Goodwood plant, UK OHSAS 18001 September 2015
Hams Hall plant, UK HS(G) 65 October 2016
Landshut plant, DE OHRIS October 2015
Leipzig plant, DE OHRIS March 2013
Munich plant, DE OHRIS August 2015
Oxford plant, UK OHSAS 18001 December 2015
Regenshurg plant, DE OHRIS July 2015
Rosslyn plant, ZA OHSAS 18001 December 2014
Spartanburg plant, US OHSAS 18001 April 2016
Steyr plant, AT OHSAS 18001 December 20152
Swindon plant, UK OHSAS 18001 December 2015
Wackersdorf plant, DE OHRIS July 2015
CKD production Araquari, BR OHSAS 18001 December 2016
CKD production Chennai, IN OHSAS 18001 January 2016
CKD production Jakarta, ID (external production) OHSAS 18001 January 2014
CKD production Cairo, EG (external production) OHSAS 18001 October 2014
CKD production Kaliningrad, RU (external production) National standard?® Implemented
CKD production Kulim, MY (external production) OHSAS 18001 December 2015
CKD production Manaus, BR (external production) National standard?® Implemented
CKD production Rayong, TH OHSAS 18001 January 2016
BMW Brilliance Automotive, Shenyang, CN (joint venture) OHSAS 18001 December 2013
SGL Automotive Moses Lake, US (joint venture) OHSAS 18001 December 2015
SGL Automotive Wackersdorf, DE (joint venture) OHSAS 18001 December 2015
Magna Steyr Fahrzeugtechnik Graz, AT (contract production) OHSAS 18001 July 2015
TVS Motor Company, Hosur, IN (contract production) OHSAS 18001 January 2014
VDL Nedcar, Born, NL (contract production) National standard? Implemented

' Date of issue of certificates January 2017.
2 Date of issue of certificates January 2016.
% Legal requirements complied with.

The BMW Group currently has certified occupational health and safety management systems in accordance with OHRIS and OHSAS in place at 28 of its 31 production locations. Hams Hall/UK and Araquari/BR received

OHSAS-certificationin 2016.



140

Further
key indicators

Strategy

Products
and services

Production
and value creation

—> Employees
and society

Fundamentals

Q Search
< Back

Occupational safety at BMW Group
> T4.14

Rate/number of participants/number 2012 2013 2014 2015 2016
Accident frequency rate’ BMW Group 5.8 4.8 5.13 4.44 4.05
Safety training by BMW AG occupational safety association 4,315 2,387 2,750 1,809 1,327
Web-based training in occupational safety at BMW Group’ 11,935 15,902 17,180 23,548 25,811
Other training courses in occupational safety at BMW Group 16,513 10,892 10,984 17,536 31,212
Employees at BMW Group (number)” 10,626 9,611 6,941 13,635 22,607
Employees of third-party companies (number) 5,887 1,281 4,043 3,901 8,605
BMW Group risk assessments? 26,040 26,462 27,300 69,887¢ 78,201¢

" Number of occupational accidents with at least one day absent per one million hours worked.

2 Number of safety assessments of workplaces, including with regard to possible ergonomic and health strains. Figures are cumulative and refer to the BMW Group.
3 Figure not directly comparable to previous years’ figures due to addition of German dealerships to Scope. Around 88% of BMW Group employees captured.

4 Figure not directly comparable to previous years’ figures due to addition of plants in Brazil, Thailand and India to scope. Around 90% of BMW Group employees represented.

% Figure not directly comparable to previous year due to expansion of scope to include all BMW Group employees for which accidents can be recorded under current data privacy regulations.
® Figures not directly comparable to previous years’ figures. The figure shown is the sum of the safety assessments of workplaces in the tariff-bound production area carried out so far in accordance with the
ABATech method (31,520) and the hazard assessments in the non-tariff areas, which were captured for the first time (46,681). The figures are cumulative and refer to the BMW Group.

" Including staff from temporary employment agencies.

In 2016, the accident frequency rate at the BMW Group fell by just under 5% compared to 2015. This is due to continuous improvement processes as well as dedicated safety training courses and ongoing
improvement of technical safety conditions at workstations. In addition to training by the occupational safety association, a large number of internal training courses are carried out, data on which has been
represented since 2011. A total of 8,605 employees of the BMW Group as well as employees of third-party companies took part in internal safety training courses in 2016. In addition 5,525 people underwent

training in first aid in Germany alone.

- GRIG4-LA6
BMW Group employees
- T4.15
2012 2013 2014 2015 2016
Workforce according to segment
Automotive 96,518 100,682 106,064 111,410 112,869
Motorcycles 2,939 2,726 2,894 3,021 3,351
Financial Services 6,295 6,823 7,245 7,697 8,394
Other 124 120 121 116 115
Share of employees with fixed-term contracts® in % 3.8 3.9 4.2 4.7 3.7

' Excluding vocational trainees, interns and students.
- GRIG4-10
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Accident frequency rate at BMW Group by country!

—> T4.16

Per one million hours worked

Accident frequency

Australia 1.3
Austria 5.3
Belgium 3.7
Brazil 0.8
Canada 0.0
China 0.0
Denmark 0.0
Finland 0.0
France 3.2
Germany 4.9
UK and Ireland 2.3
Greece 0.0
India 1.4
Indonesia 0.0
Ireland 0.0
Italy 6.9
Japan 1.7
Malaysia 0.0
Mexico 0.0
Netherlands 0.0
New Zealand 0.0
Norway 0.0
Poland 0.0
Portugal 0.0
Russia 0.0
Singapore 0.0
South Africa 1.5
South Korea 0.0
Spain 8.2
Sweden 0.0
Switzerland 6.0
Thailand 0.0
United Arab Emirates 0.0
USA 3.1

' Occupational accidents with at least one day of absence from work
per one million hours worked.

— GRIG4-LA6

Sickness rate at BMW AG

> T4.17

in %
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— GRIG4-LA6

Target share of performance-related compensation in
BMW AG salaries, by employee category®

- T4.18

in % of salary group 2015 2016
Upper management 52-71 52-72
Middle management 37-41  37-40
Lower management 9 9

" Performance-based remuneration comprises a personal bonus and a corporate earnings-
related bonus. The amount of the personal bonus depends on personal performance as well
as achievement of the individual’s targets. The amount of the corporate bonus depends on
the company’s performance. The variable part of remuneration increases as more responsi-

bility is taken within the company.
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Total days of work missed at BMW AG?

> T4.19

Number
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18,774 18,446

2015 2016

' Figures for BMW AG, including dealerships. Days of absence from work due to occupa-
tional accidents and/or accidents on the way to or from work with at least one day of

absence from work.

The number of occupational accidents with days absent from work dropped by 3.03% in

2016 compared to the previous year.

— GRIG4-LA6

Total number of employees leaving BMW AG,
by reason for leaving!

- T4.21

Number

— 3,000
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" Figures refer to employees with permanent contracts.

The rise in the number of people leaving the company for age-related reasons (retire-
ment, pre-retirement part-time working arrangements) compared to 2015 led to an
increase in the overall figure. The share of women in the total number of people leaving
the company (2,067) was 12.8% in 2016. The share of women among newly recruited

employees was 26.0%.
- GRIG4-LA1

Profit-sharing scheme at BMW AG
by year of payment!
- T4.20

in % of monthly salaryl/in % of personal base value
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" New employees receive full bonuses after four years of employment.

Since the 2010 financial year (payout in 2011), bonuses at BMW AG have been determined
according to a uniform system across all hierarchical levels. Starting in the 2011 financial
year (payout in 2012), this system was also introduced for employees worldwide as a stand-
ardised corporate success component in nearly all BMW Group companies. The consistency
of this component is thus ensured both hierarchically (from production worker to board
member) and geographically (worldwide). This portion of the bonus depends on the earn-
ings performance of the BMW Group and is calculated according to these three parameters:
Group’s earnings after tax, after-tax return on sales, and dividends. Including the post-tax
return on sales in the calculation of bonuses (also for the Board of Management and the
upper executives) in particular ensures an orientation towards the profitable, and hence
sustainable, growth of the BMW Group.
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Share of women in the workforce per country
with production site(s) in 2016
- T4.22

in %

_‘ 16.3 Germany
—‘ 15.2 uk
_‘ 24.3 usa
_‘ 121 Austria
|
_‘ 9.3 India
_‘ 35.0 Thailand
_‘ 47.9 china
_‘ 19.3 Brail
_‘ 34.3 Othercountries

22.6 SouthAfrica

0 25 50
Fovvommmoodbeooocec b boonnnn |

The share of women in the workforce varies strongly in the different functional areas:
the share of women in production-related activities is less than 10%, while it is over
20% in sales-related activities. The employee share and share of women is therefore
lower in production-intensive countries.

— GRIG4-LA12

BMW Group apprentices as at 31 December
- T4.23

Number

= 5,000

- 4,700
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; 4500 4,445
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= 4,000 I
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In 2016, the BMW Group further expanded its international training activities by increasing
the number of apprentices in training at plants in the USA and Thailand. The number of
people starting their careers at the company’s German training centres remained constant,
at 1,200. On the reporting date, 4,613 young people had vocational training contracts or
were employed in young talent promotion programmes (2015: 4,700).
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Share of local employees in management positions at major company locations!

- T4.24
in% 2012 2013 2014 2015 2016
Munich plant, DE 98.8 98.8 98.9 99.0 99.1
Dingolfing plant, DE 99.7 99.7 99.7 99.7 99.7
Berlin plant, DE 100.0 100.0 100.0 100.0 100.0
Landshut plant, DE 100.0 99.2 100.0 100.0 100.0
Leipzig plant, DE 100.0 98.2 99.2 99.2 100.0
Regensburg plant, DE 100.0 100.0 100.0 100.0 99.5
UK 92.5 89.3 85.2 85.2 87.5
USA 91.2 89.0 86.8 86.1 89.4
Austria 83.0 84.7 86.2 75.1 84.8
South Africa 89.2 89.0 89.9 85.4 85.4
China2 (incl. joint venture) 28.4 63.0 50.6 65.2 65.8
India 54.8 59.5 61.8 711 66.7
Thailand 68.0 75.0 61.3 72.4 65.6

! f‘LocaI” refers to managers with local contracts. Persons deployed to work at the location who do not have a local employment contract are not included. Such persons are reflected in the difference from 100%

2 Ilrllt(:eliiiri]ncga:?r;ployees of the joint venture BMW Brilliance Automotive, which is not consolidated in the BMW Group.
- GRIG4-LA12

Share of employees represented by a trade union or falling under collective agreements

- T4.25

in% 2012 2013 2014 2015 2016
Germany? 100 100 100 100 100
uKk? 86 86 86 86 85
China (plant) 100 100 100 100 100
Austria2 100 100 100 100 100
South Africa 61 61 60 59 58
USA (no collective agreements exist) 0 0 0 0 0

' From 2012 onwards, all employees in corporate functions as well as the employees at the Goodwood/UK plant were included in this figure.
2 Excluding executives.

At the BMW Group, institutionalised co-determination is implemented Group-wide according to the applicable national regulations. At all BMW AG plants and dealerships as well as in Austria and the UK, elected
works councils observe co-determination for the employees. In China and South Africa, employees are represented by local workers’ representatives, while at the company locations in the USA no collective
agreements exist in general.

The BMW Group complies with the ILO Conventions 87 and 98, which guarantee employees the right of association as well as the right to conclude collective bargaining agreements. In addition to the right to
found and become members of independent C93 unions or other organisations that represent interests, this also includes protection against discrimination due to participation in employee representation.
Freedom of association thus forms one of the focal points of the -> BMW Group Joint Declaration on Human Rights and Working Conditions. Timely and comprehensive inclusion of employee represent-
atives is guaranteed at the BMW Group both through the parity of membership of the BMW AG Supervisory Board as well as through works' council representatives and local employee representatives.

- GRIG4-11


https://www.bmwgroup.com/content/dam/bmw-group-websites/bmwgroup_com/responsibility/downloads/en/2005/BMWGroup_Human_Rights.pdf
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Investment in further education and training at the

BMW Group!
352
3 JR—

—>T4.26
in € million
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" BMW Group investments are dependent on current further education and training require-
ments, which may lead to year-on-year fluctuations.

The BMW Group sees targeted employee training as an investment in the future. For this
reason, investment in eduction and further training remained at the same level as in the pre-
vious year. Building up and maintaining skills expertise within the Group’s workforce are key
aspects of strategic corporate governance.

Share of BMW AG employees in Europe outside Ger-
many as well as from non-EU countries

- T4.28

in%

4.4 4.9
' Share of non-German employees

Share of non-German employees from EU countries from non-EU countries

\ /
i
\ |/

Share of German employees 90.7 |

— GRIG4-LA12

Average training hours at the BMW AG Academy,

by employee category

- T4.27

Number of employees 2014 2015 2016
Non-tariff employees 30.5 26.6 30.0
“Meister” (master craftsmen) 35.0 36.8 27.8
Tariff 17.5 18.2 17.3
Days of further training for managers

in the BMW Group

Number 18,920 18,775 9,000

The training academy founded in 2009 coordinates vocational training at Munich/DE as
well as training and further education for all company locations in Germany and the UK
under one umbrella. This facilitates the coordination of training courses and generates
synergies through the use of shared resources. In 2016, the BMW Group’s training offen-
sive provided similar results to the previous year. Both the average amount of time spent
on training as well as expenditure were at a similar level to the previous year. This trend
can be observed throughout the entire company. In addition to classical training courses
and e-learning, brand new education programmes were launched, such as Bachelor's and
master’s degrees in cooperation with universities. In the year under report, the “Sustain-
able Leadership” programme for established junior and middle managers (programme
with largest number of participants) did not take place, due among other things to the fact
that in the first half of 2016 the new strategy of the BMW Group was announced, making
it necessary to modify the leadership programmes, too. Every manager will therefore
participate in the one-day dialogue event “Strategy NUMBER ONE Next. Next Experience”.

- GRIG4-LA9



146

Further
key indicators

Strategy

Products
and services

Production
and value creation

Employees
and society

—> Fundamentals

Q Search
< Back

Further key indicators: Fundamentals

Regional distribution of purchasing volume of the
BMW Group in 2015
- T5.08

in %, basis: production material

Germany 39.8

Africa 1.3
AsialAustralia 5.7

20.6
NAFTA 17.2 Eastern Europe
‘ Rest of Western Europe 15.4

- GRIG4-12

Pension provisions

- T5.05

in € million

= e 4,604 4,587
- 3,813 = —
- 3,000

— 250 2,303 I

~ 0 I

2012 2013 2014 2015 2016

The bulk of the agreed pension benefits are covered in full by fund-based pension
systems as well as accounting provisions. Fund assets amounted to €18,315 millionin
2016 (2015: €16,930 million). Pension provisions have risen to €4,587 million (2015:
€3,000 million); this is primarily due to decreased discount rates in Germany and Great
Britain.

From alegal perspective, the BMW Group’s fund assets are managed in trusts, separately
from its corporate assets.

— GRIG4-EC1, GRI G4-EC3

BMW Group personnel costs per employee!
- T5.04

in€

97.136 99,575

100,000
’ 92,337 —
89,161 89,869 —
80,000 | | |
60,000

2012 2013 2014 2015 2016

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

Maintaining a competitive level of expenditure on personnel plays a major role in the suc-
cess of the BMW Group. In addition to focusing on cost, the aim is also to increase effi-
ciency at all levels of the business. The high degree of motivation amongst employees and
the positive approach taken by the company towards the workforce are underscored by
rewards that are determined individually on the basis of performance and success.

— GRIG4-EC1
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Public sector grants: public subsidies in the form of Public sector grants: performance-based grants
reduced taxes on assets and consumption-based taxes from the public sector
- T5.06 - T5.07
in € million in € million
- 7 69 =0 132
E 54 - 126
- 45 45 = S
= = 73 73
- 40 - 75 —_— —_—
g I I g . I I
SR S |
2012 2013 2014 2015 2016 2012 2013 2014 2015 2016
As in the previous years, public sector grants consisted of two parts in 2016. First, - GRIG4-EC4

production costs were reduced due to public subsidies in the form of reduced taxes on
assets and consumption-based taxes amounting to €69 million (2015: €71 million).
Second, other operating income at the BMW Group also includes performance-based
public sector grants totalling €126 million (2015: €132 million).

— GRIG4-EC4
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BMW Group vehicle production by plant

- T5.08
Share
Change of production
2015 2016 in % in %
Munich, DE 221,998 216,769 -2.4 9.2
Dingolfing, DE 360,804 339,769 -5.8 14.4
Regensburg, DE 304,509 346,291 13.7 14.7
Leipzig, DE 233,656 246,550 5.5 10.4
Rosslyn, ZA 71,353 63,117 -11.5 2.7
Spartanburg, US 400,904 411,171 2.6 17.4
Dadong?, CN 142,767 143,825 0.7 6.1
Tiexi',CN 144,988 161,901 1.7 6.9
Rayong, TH 8,928 17,844 99.9 0.7
Araquari, BR 9,936 15,408 55.1 0.6
Chennai, IN 7,716 8,568 11.0 0.4
Oxford, UK 201,206 210,971 4.9 8.9
Graz (Magna Steyr)?, AT 82,655 53,528 -35.2 2.3
Born (VDL Nedcar bv)?, NL 57,019 87,609 53.6 3.7
Goodwood, UK 3,848 4,179 8.6 0.2
Partner plants 27,216 32,256 18.5 1.4

' Joint venture BMW Brilliance Automotive Ltd., Shenyang/CN
2 Contract production

- GRIG4-9
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GRI G4

CONTENT INDEX

General standard disclosure

Code

Topics and page references Omissions and comments

External
verification

Strategy and analysis

G4-1

Statement from the most senior decision-maker

—> see Introduction, pages 3-4

v/

G4-2

Key impacts, risks and opportunities
concerning sustainability

Impacts, risks and opportunities regarding
Products and services, > page20

Production and value creation, - page 53
Employees and society, - page 82
Fundamentals, - page 108

Business case for sustainability, - page 15

GRI G4 Content Index

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

Organisational profile

G4-3

Name of the organisation
—> see Imprint, page 189

<

G4-4

Primary brands, products and services

—> see Introduction, page 5

<

G4-5

Location of the organisation’s headquarters
—> see Imprint, page 189

<




151

Code

Topics and page references

Omissions and comments

External
verification

G4-6

Countries with significant operations
— BMW Group 2016 Annual Report

BMW Group vehicle sales by region
and market, - page42

Vehicle production of BMW Group
by plant, —> page 45

Company locations, > pages24-25

V2

G4-7

Nature of ownership and legal form

— BMW Group 2016 Annual Report

Business model, > page 22

Disclosures relevant for takeovers and
explanatory comments, - page 103
Consolidated financial statements, > page 112

G4-8

Markets served

- BMW Group 2016 Annual Report

BMW Group vehicle sales by region
and market, - page42

Vehicle production of BMW Group
by plant, - page 45

Sales subsidiaries, > pages24-25

G4-9

Scale of the organisation
—> see Introduction, Further key indicators, page 5, 148

GRI G4 Content Index
G4-10

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Employees by employment type,
gender and region
—> see chapter 4.2, Further key indicators, pages 91, 93, 99, 140

The number of non-managerial staff is subject to
very strong short-term fluctuations particularly in
the summer during the main holiday period of
the core workforce. Statements about the number
of non-managerial staff as well as their composi-
tion by gender are therefore valid only for a very
short time. Freelance staff are not relevant for
most of the work in the BMW Group.

(UNGC 6)'

G4-11

Ratio of employees under collective agreements
—> see Further key indicators, page 144

(UNGC 3)’

Q Search
< Back
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Code

Topics and page references Omissions and comments

External
verification

GRI G4 Content Index

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

G4-12

Description of the supply chain
—> see Introduction, Further key indicators, page 6, 146

4

G4-13

Significant changes during the reporting period
—> see About this report, page 184
—> see Annual Report, Group reporting entity, page 121

v/

G4-14

Implementation of the precautionary principle (UNGC 7)!
Observing the precautionary principle

through our comprehensive and integrated
strategy, — page 14

Observing the precautionary principle through

a comprehensive understanding of product
responsibility, - page 24

Environmental protection within the organisa-
tion and Clean Production approach, - pages51-69
Precautions through supplier selection and
management, —> pages 70-79

Safeguarding employees through a healthy

work environment, - pages 84-89

Fostering understanding between different
nations, religions and ethnic groups, - pages 101-106
- BMW Group 2016 Annual Report

Compliance in the BMW Group, > page 207

Risk management, - page 88

G4-15

External initiatives that the organisation endorses
—> see chapter 5.3, page 116




153

GRI G4 Content Index

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

External
Code Topics and page references Omissions and comments verification
G4-16 Significant memberships in industry and Membership in national associations:
business associations — The German Association of the Automotive
Industry (VDA) and indirectly through the
VDA the Federation of German Industries
(BDI) and the Association for the Promotion
of German Industry
— Bavarian Employers” Associations for the
Metalworking and Electrical Industries
(bayme vbm) \/
— Confederation of German Employers’
Associations (BDA)
International industry associations:
— European Automobile Manufacturers’
Association (ACEA)
— Alliance of Automobile Manufacturers
(Auto Alliance)
Identified material aspects
and boundaries
G4-17 Entities included in the consolidated financial
statements
—> see About this report, page 184 \/
—> see Annual Report, Group reporting entity, page 121
G4-18 Process for defining the report content \/
—> seechapter 1, page 11
G4-19 Material aspects identified \/
—> see chapter 1, GRI Index, pages 11, 181-182
G4-20 Aspect boundaries within the organisation \/
—> see GRIIndex, pages 181-182
G4-21 Aspect boundaries outside the organisation \/

—> see GRIIndex, pages 181-182
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Code

Topics and page references

Omissions and comments

External
verification

G4-22

Restatements of information provided
in previous reports

Where necessary and possible, restatements are
explained in footnotes to the respective graphics.

4

G4-23

Significant changes in the scope and
aspect boundaries
—> see About this report, page 184

v/

Stakeholder engagement

G4-24

Stakeholder groups engaged

—> see chapter 5.5, page 121

<

G4-25

Identification and selection of stakeholders
—> see chapter 5.5, page 120

<

G4-26

Approach to stakeholder engagement
and frequency
—> see chapter 1, chapter 5.5, pages 11, 121

Continuous worldwide in all locations and mar-
kets with a variety of different stakeholder groups.
Specific stakeholder dialogues are listed as part of
the definition of the report content.

GRI G4 Content Index

G4-27

Key topics and concerns raised through
stakeholder engagement and response
—> seechapter 1, chapter 5.5, pages 11, 122

The Materiality Matrix is illustrated in chapter 1.
The topics therein and their relevance were deter-
mined in a stakeholder survey.

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

Report profile

G4-28

Reporting period
—> see About this report, page 184

<

G4-29

Date of most recent previous report
—> see About this report, page 184

<

G4-30

Reporting cycle
—> see About this report, page 184

<
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Code

External
Topics and page references Omissions and comments verification

G4-31

Contact point for questions regarding the report \/
—> see Imprint, page 189

G4-32

“In accordance” option with GRI and
context index chosen N
—> see About this report, GRI Index, pages 184, 149-182

G4-33

External verification of the report \/

—> seeIndependent Practitioner’s Limited Assurance Report, pages 186-187

Governance

G4-34

Governance structure, including committees The BMW Group governance principles are

of the highest governance body set down in the - Corporate Governance Code.

—> seechapter 5.6, page 126 \/ *
- BMW Group 2016 Annual Report

Overview of Supervisory Board Committees,

—> page 198

G4-35

Process for delegating authority for economic, The Supervisory Board does not delegate
environmental and social topics any authority. \/
—> see chapter 5.6, page 126

GRI G4 Content Index

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

G4-36

Executive-level position with responsibility
for economic, environmental and social topics N
—> seechapter 5.6, page 126

G4-37

Processes for consultation between stakeholders

and the highest governance body

— BMW Group 2016 Annual Report

Statement on Corporate Governance:

Employee representatives (company employees) \/ *
on the Supervisory Board, - pages 193-195

Employee representatives (union representatives)

on the Supervisory Board, - pages 193-195

Annual General Meeting, > page 190
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GRI G4 Content Index

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

Code

Topics and page references Omissions and comments

External
verification

G4-38

Composition of the highest governance body
and its committees

- BMW Group Company Profile

Term

Stakeholder representation

- BMW Group 2016 Annual Report

Management:

Members of the Board of Management/Members
of the Supervisory Board, - pages 193ff.
Composition and Work Procedures of the
Supervisory Board of BMW AG and its
Committees, > page 198

Independence:
Composition objectives of the Supervisory
Board, > pages 202t

Mandates:
Members of the Board of Management/Members
of the Supervisory Board, - pages 192,193

Gender:
Members of the Board of Management/Members
of the Supervisory Board, - pages 192, 193

Social groups:
Composition objectives of the Supervisory Board,
—> pages 202ff.

Stakeholder representation:
Members of the Supervisory Board, - page 193

Competencies:
Composition objectives of the Supervisory Board,
—> pages 202ff.

G4-39

Independence of the Chair of the highest The Chairman of the Supervisory Board has no
governance body executive function.

—> see chapter 5.6, page 126
— BMW Group 2016 Annual Report
—> page 198

V2
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External

GRI G4 Content Index

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

Code Topics and page references Omissions and comments verification
G4-40 Nomination and selection process for the highest
governance body
— BMW Group 2016 Annual Report
Composition and Work Procedures of the Board
of Management of BMW AG and its Committees, \/ ¥
—> page 196
Composition and Work Procedures of the Super-
visory Board of BMW AG and its Committees,
—> page 198
G4-41 Process for avoiding conflicts of interest There are already upper limits for mandates as
~ BMW Group Legal Compliance Code well as a legal prohibition on certain ties pursu-
- BMW Group 2016 Annual Report ant to § 100 of the German Stock Corporation Act
Shareholdings of members of the Board of (AktG). Mandates in Supervisory Board commit-
Management and Supervisory Board, - pages174,210  tees and comparable governance bodies of com-
mercial enterprises are published in the Annual
Report.
The Board of Management and Supervisory
Board have pledged to observe the provisions for
conflicts of interest in Section 5.5 of the German \/ *
Corporate Governance Code, in particular to dis-
close conflicts of interest and report on how they
are dealt with.
Business done with related parties or entities is
reported in the financial reports in accordance
with the IAS 24 standard (Related Party Disclos-
ures). A quarterly survey of the members of the
Board of Management and Supervisory Board is
conducted for this purpose.
G4-42 Highest governance body’s role concerning
strategy and goals N
—> seechapter 5.6, page 126
G4-43 Measures taken concerning the highest govern-

ance body’s knowledge in sustainability issues
—> see chapter 5.6, pages 126-127
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External

GRI G4 Content Index

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

Code Topics and page references Omissions and comments verification
G4-44 Evaluation of the highest governance body’s
performance concerning sustainability \/
—> seechapter 5.6, page 127
G4-45 Highest governance body’s role concerning The Board of Management informs the Super-
sustainability impacts, risks and opportunities visory Board by way of the Audit Committee on \/ *
- BMW Group 2016 Annual Report risk management and the risk situation.
Risk management system, - pages 88ff.
G4-46 Highest governance body’s role concerning the
effectiveness of risk management
- BMW Group 2016 Annual Report \/ *
Report of the Supervisory Board, - pages 8.
Risk management system, - pages 88ff.
G4-47 Frequency of the highest governance body’s
review of sustainability impacts, risks and
opportunities *
—> see chapter 5.6, page 126 \/
— BMW Group 2016 Annual Report
Risk management system, — pages 88ff.
G4-48 Highest committee that formally reviews and
approves the Sustainability Report \/
—> see About this report, page 185
G4-49 Process for communicating critical concerns The Chair of the BMW Group Compliance
to the highest governance body Committee and the heads of Group Reporting,
— BMW Group 2016 Annual Report Corporate Audit and Group Controlling report
Compliance in the BMW Group, > page 207 directly to the Audit Committee of the Supervisory
Board on a regular basis. Shareholders have
the opportunity to voice their concerns to the \/ *
BMW Group at the Annual General Meeting.
Employees can use their Compliance Contact or
the BMW SpeakUP line for this purpose. Our
regular stakeholder dialogues ensure that we
proactively address the concerns of our various
stakeholder groups.
G4-50 Critical concerns that were communicated to the = This information is confidential and is not

highest governance body

communicated externally by the BMW Group.
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Code

Topics and page references Omissions and comments

External
verification

G4-51

Remuneration policies for the highest governance
body and senior executives

—> seechapter 5.6, page 127

- BMW Group 2016 Annual Report

Compensation Report, > pages 212ff.

\/*

GRI G4 Content Index

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

G4-52

Process for determining remuneration

— BMW Group 2016 Annual Report

Compensation Report, > pages212ff.

Overview of compensation system and
compensation components, > pages 212ff.
External compensation consultant: Report of
the Supervisory Board, - pages 212ff.

G4-53

Stakeholders’ views regarding remuneration

— BMW Group 2016 Annual Report

Employee representatives on the Supervisory
Board, - pages 193-195

Information on the Company’s Governing
Constitution, - page 190

Supervisory Board compensation, responsibilities,
regulation pursuant to Articles of Incorporation,
—> pages 220ff.
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Code

Topics and page references

External
Omissions and comments verification

G4-54

Ratio of the highest annual total compensation
to the median annual total compensation

The BMW Group policies for remuneration and
additional benefits apply for all of our companies,
regardless of gender, religion, origin, age, disabili-
ty, sexual orientation or country-specific character-
istics. We follow the guiding principle that the
total remuneration package must be above the aver-
age for the respective labour market. We conduct
annual compensation studies worldwide to deter-
mine our current market positioning so that we
can continue to align overall compensation with
the market. This ensures that every employee
receives compensation commensurate with the \/
relevant labour market.

The ratio of the annual compensation of the high-
est-paid employee to the median level of all
employees is also in keeping with the market
thanks to our globally applied approach; it can
however vary greatly depending on the market
spread between countries. For this reason, no
definitive statement can be made. The percentage
increase in annual compensation is decided based
on various factors such as the inflation rate and
in principle follows the market trend.

GRI G4 Content Index

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

G4-55

Ratio of percentage increase in the highest
annual total compensation

Cf. G4-54
N
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Code

Topics and page references

Omissions and comments

External
verification

Ethics and integrity

G4-56

Values, principles, standards and norms

of behaviour

—> see chapter 5.3, page 116

- BMW Group Legal Compliance Code

— BMW Group values-oriented human resources policies

—> Joint Declaration on Human Rights and Working Conditions
at the BMW Group

— BMW Group environmental guidelines

- BMW Group sustainability standard for the supplier
network

(UNGC 10)*

G4-57

Mechanisms for seeking advice on ethical
and lawful behaviour

— BMW Group 2016 Annual Report

Compliance in the BMW Group, > page 207

(UNGC 10)'

G4-58

Mechanisms for reporting concerns about
unethical and unlawful behaviour

— BMW Group 2016 Annual Report

Compliance in the BMW Group, > page 207

(UNGC 10)*

GRI G4 Content Index

—> General standard disclosure
Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back
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Specific standard disclosure

Management approach and indicators

Omissions and comments

External
verification

Economic performance

Management approach
— see chapter 5.4, pages 118-119

(UNGC7)'

4

Direct economic value created and distributed
—> see chapter 4.4, chapter 5.4, Further key indicators,
pages 106, 118-119, 146

Indicator is not reported by market.

Financial implications and other risks and
opportunities due to climate change
—> see chapter 1, chapter 2, chapter 3, pages 15, 23, 56, 67

Coverage of benefit plan obligations
— see Further key indicators, page 146

— BMW Group 2016 Annual Report
Provisions for pensions, - pages 151ff.

Financial assistance received from government
—> see Further key indicators, page 147

Indicator is not reported by market.

Indirect economic impacts

Management approach
— see chapter 4.4, chapter 5.4, pages 101-106, 118-119

<

Infrastructure investments and services provided

—> seechapter 5.4, page 119

<

Code
G4-EC1
G4-EC2
G4-EC3
G4-EC4

GRI G4 Content Index

General standard disclosure

—> Specific standard disclosure

Identified material aspects

and boundaries
G4-EC7
G4-EC8

Indirect economic impacts
—> see chapter 5.4, Further key indicators, pages 118-119, 146

<

Q Search
< Back
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Code

Management approach and indicators

Omissions and comments

External
verification

Materials

Management approach
—> seechapter 2.1, chapters 3.1 and 3.3, pages 24-25, 56, 61-62, 77-78

(UNGC 7, 8)"

e

G4-EN1

Materials used by weight or volume
—> see Further key indicators, page 135

<

G4-EN2

Percentage of materials used that are recycled
input materials
— see chapter 3.1, page 61

<

Energy

Management approach
— see chapters 2.1and 2.2, chapters 3.1 and 3.2, pages 23-25, 33-34,
56-61,67-69

(UNGC 7, 8, 9)'

G4-EN3

Energy consumption within the organisation
—> see Further key indicators, page 132

GRI G4 Content Index

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

G4-EN4

Energy consumption outside of the organisation
—> see chapter 3.1, page 60

Primary energy consumption in the utilisation
phase is not reported as this is managed based on
the CO, emissions per kilometre.

G4-EN5

Energy intensity
—> seechapter 3.1, page 57

G4-EN6

Reduction of energy consumption
—> seechapter 3.1, page 57

G4-EN7

Reductions in energy requirements of products
and services
—> see chapter 2.1, page 26

DN I N NN RN
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GRI G4 Content Index

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

External
Code Management approach and indicators Omissions and comments verification
Emissions
Management approach (UNGC7,8,9) \/
—> seechapters 2.1and 3.1, pages 23-25, 56-61
G4-EN15 Direct greenhouse gas (GHG) emissions (Scope 1) \/
—> see climate footprint, chapter 3.1, Further key indicators, pages 60, 135
G4-EN16 Energy-related indirect greenhouse gas (GHG)
emissions (Scope 2) \/
—> see climate footprint, chapter 3.1, page 60
G4-EN17 Other indirect greenhouse gas (GHG) emissions
(Scope 3) \/
—> see climate footprint, chapter 3.1, Further key indicators, pages 60, 137
Fleet values in g CO,/km: - see chapter 2.1, page 27
G4-EN18 Intensity of greenhouse gas (GHG) emissions \/
— see chapter 3.1, page 59
G4-EN19 Reduction of greenhouse gas (GHG) emissions \/
—> seechapters 2.1and 3.1, pages 27, 59
G4-EN20 Emissions of ozone-depleting substances According to a BMW Group internal standard,
substances with ozone-depleting potential as listed
in the legal provisions are not allowed. The BMW
standard “Prohibited and declarable substances”
contains a ban on chlorofluorocarbons and thus \/
substances that have a strong ozone-depleting
potential. The BMW Group thus not only regulates
emissions of these substances but prevents them
from being used at all.
G4-EN21 NOy, SO and other significant air emissions

—> see Further key indicators, page 135
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Code

Management approach and indicators

Omissions and comments

External
verification

Products and services

Management approach
— see chapter 2, pages 23-25,34-35

(UNGC9)

4

G4-EN27

Mitigation of environmental impacts

of products and services
Complete life cycle assessments:
—> see chapters 2.1and 2.2, pages 24, 26, 35

Efficient Dynamics: —> seechapter 2.1, page 25
Design for Recycling: —> seechapters 1and 3.1, pages 24, 62

Further key indicators: - page 130

GRI G4 Content Index

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

G4-EN28

Reclaimed products and packaging
—> seechapter 3.1, page 62

Products: The BMW Group does not take back
any products. Established systems for the recovery
of end-of-life vehicles, components and materials
ensure that they are reintegrated into the raw
materials cycle.

Packaging: Vehicles are delivered to the end
customer without packaging. We use covered rail
wagons or protective film for transporting ve-
hicles to the dealership. All protective film is recy-
cled after use. When parts are shipped to region-
al distribution centres, any packaging materials
(packaging materials for transport and parts
protection for separate parts) are professionally
disposed of there. In the further supply chain
from the regional distribution centres to the
BMW Group dealerships, responsibility for dis-

posal of packaging materials lies with the dealership.

Customers who purchase spare parts or lifestyle
articles can return the packaging material to the
BMW Group dealership.

e




166

GRI G4 Content Index

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

External
Code Management approach and indicators Omissions and comments verification
Supplier environmental assessment
Management approach \/
— see chapter 3.3, pages 69-79
G4-EN32 Percentage of new suppliers who were reviewed  (UNGC 1, 2)'
according to environmental criteria \/
— see chapter 3.3, pages 73-74
G4-EN33 Significant environmental impacts in the We are not aware of any significant negative
supply chain impacts in our supplier network. No percentage
~ see chapter 3.3, pages 75-76 figures can be given based on the number of \/
suppliers as this number cannot be reliably
recorded at this time.
Employment
Management approach
—> see chapter 4, pages 80-106 \/
- Joint Declaration on Human Rights and Working Conditions
at the BMW Group
G4-LA1 New employee hires and employee turnover The turnover rate for BMW AG and hence for 70%

—> see chapter 4.2, Further key indicators, pages 95, 142

of all employees is recorded centrally. The turnover
rate at individual international locations is also
recorded, but not consolidated at the BMW Group
level. This is because it is not possible with the
current system to break down the absolute and per-
centage values for employee hires and resignations
by region and gender. We plan to integrate this
indicator in our data collection process by 2018.
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GRI G4 Content Index

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

External
Code Management approach and indicators Omissions and comments verification
G4-LA2 Benefits provided to full-time employees Our principles apply to all employees. There is no
- see chapter4.2, page 92 distinction made between full-time employees
and those with fixed-term contracts or part-time
employees. For part-time employees, the principle \/
of proportionate remuneration is applied, with
some additional benefits being granted on a full-
time basis.
G4-LA3 Return to work and retention rates The current system records only the number of
after parental leave BMW AG employees (approximately 70% of the
- see chapter4.2, page 93 employees of the BMW Group) on parental leave.
We plan to integrate detailed data for the entire \/
BMW Group into our data collection process by
2018. Nearly 100% of the returnees stay in their
jobs for longer than twelve months.
Occupational health and safety
Management approach
—> seechapter 4.1, pages 84-89 \/
—> Joint Declaration on Human Rights and Working Conditions
atthe BMW Group
G4-LA5 Percentage of total workforce represented Special committees on occupational health and

in health and safety committees
—> seechapter 4.1, page 86

safety with representatives from both the employer
and employee side are active at all BMW Group lo-
cations. They are structured in various ways, in
some cases with union participation, and they
adopt so-called company agreements that often go
well beyond the statutory requirements.
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Code

Management approach and indicators

Omissions and comments

External
verification

GRI G4 Content Index

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

G4-LA6

Injuries, occupational diseases, lost days
and work-related fatalities
—> see chapter 4.1 and Further key indicators, pages 87, 140-142

Occupational diseases are defined differently in
different regions, so that an aggregate statement
for the BMW Group on the frequency and type of
diseases and injuries is not possible. Work-related
diseases are recorded in the English-speaking
countries. In Germany, this is not permitted for
data privacy reasons. Instead, German figures for
occupational diseases are based on the precise
definition in the German Social Insurance Code.
According to this definition, BMW AG has a rate
of occupational diseases in the range of 0.1 per
thousand (cases per employee). Thanks to central
planning based in Germany, the working condi-
tions for handling hazardous substances and the
ergonomic design of workplaces are identical in
all BMW Group plants worldwide. In analogy, it
can be assumed that the rate of occupational dis-
eases abroad is the same as in Germany.

With regard to working conditions (occupational
safety), there are no gender-specific differences.
Therefore, no gender-specific analysis is currently
published and none is planned for the future.

The BMW Group does not collect data from con-
tractors active at our locations, as this information
is subject to confidentiality clauses in our con-
tracts. On-site contractors are instructed in occu-
pational health and safety precautions before tak-
ing up their work.

The accident statistics take into account work
accidents that lead to at least one day of absence
from work.
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External
Code Management approach and indicators Omissions and comments verification
G4-LA7 Workers with high incidence or risk of diseases Employees of the BMW Group are not subject to \/
- see chapter4.1, page 87 an increased risk.
G4-LA8 Health and safety topics covered in formal Occupational health and safety are regulated by

agreements with trade unions
—> seechapter 4.1, page 86

law through the German Occupational Safety and

Health Act. There are no formal agreements with

trade unions on occupational health and safety

issues at any of our worldwide locations. In the

BMW Group, occupational health and safety

topics are regulated in cooperation with the works

councils. For example, company agreements have
been concluded on the following topics:

— Company agreement stipulating medical
screenings for occupational fitness for jobs
involving driving, technical control or
monitoring activities

— Occupational integration management
for employees

— Step by step occupational reintegration
of employees

— Help for employees at risk of or suffering
from drug addiction

GRI G4 Content Index

Training and education

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

Management approach

—> see chapter 4.2, pages 90-95

- Joint Declaration on Human Rights and Working Conditions
at the BMW Group
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Code Management approach and indicators

External
Omissions and comments verification

GRI G4 Content Index

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back

G4-LA9 Average hours of training

—> see chapter 4.2, Further key indicators, pages 93-94, 145

We report on the average days of training and edu-
cation for employees of the BMW Group. However,
our current system allows us to break down this
training by employee category only for the BMW
AG Academy (over 50% of training). There are no
gender-specific differences in training volumes. \/

Due to the current prioritisation of other topics, a
suitable tool add-on for collecting this data can be
defined at the earliest in 2018 and then imple-

mented step by step throughout the BMW Group.

G4-LA10 Programmes that support the continued
employability of employees
— seechapter 4.2, page 94

Through our yearly skills analysis process, which
also serves as the basis for planning Group-wide
and individual training, we assist our employees
in building and maintaining skills throughout \/
their career. We also offer seminars helping em-
ployees prepare for retirement from active work-
ing life.

G4-LA11 Percentage of employees receiving regular

performance and career development reviews

— see chapter 4.2, page 93

Diversity and equal opportunity

Management approach
—> seechapter4.3, pages 96-100

- Joint Declaration on Human Rights and Working Conditions

at the BMW Group

(UNGC 6)'

G4-LA12 Composition of governance bodies and breakdown

of employees by aspects of diversity
—> see chapter 4.3, Further key indicators, pages 97-99, 143-145
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Management approach and indicators

Omissions and comments

External
verification

Equal remuneration
for women and men

Management approach

—> see chapter 4.2, pages 90-95

- Joint Declaration on Human Rights and Working Conditions
at the BMW Group

(UNGC 6)!

G4-LA13

Ratio of basic salary and remuneration
of women to men
—> seechapter4.2, pages 91-92

Supplier assessment for
labour practices

Management approach
—> seechapter 3.3, pages 70-79

(UNGC1,2,3, 4,5, 6)°

G4-LA14

Percentage of new suppliers that were screened
using labour practices criteria
—> see chapter 3.3, pages 73-74

GRI G4 Content Index
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Identified material aspects
and boundaries
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G4-LA15

Significant impacts for labour practices
in the supply chain
—> seechapter 3.3, pages 75-76

We are not aware of any significant negative im-
pacts in our supplier network.

No percentage figures can be given based on the
number of suppliers because this number cannot
be reliably recorded at this time.
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External
Code Management approach and indicators Omissions and comments verification
Investment
Management approach (UNGC1,2,3,4,5,6) \/
— see chapter 5.3, pages 114-115, 117
G4-HR1 Significant investment agreements and contracts  Significant investment volumes are investments
that include human rights clauses or screening that account for at least 95% of the total invest- \/
—> see chapter 5.3, page 117 ment in tangible assets reported in the 2016
Annual Report.
G4-HR2 Employee training on human rights issues After the adoption of the UN Guiding Principles

—> see chapter 5.3, page 115

on Business and Human Rights, we informed our
employees via the hierarchy cascade of the BMW
Group’s position and the requirements with re-
gard to human rights. Employees in purchasing
in particular have since then been required to
take part in ongoing compulsory training.
Human rights are also part of the training for
managers in their capacity as multipliers as well
as being addressed in the introductory seminars
for new employees, in training courses for train- \/
ees and in Web-based training on sustainability.
In 2016, the issue of human rights was also a
focus in our classroom training in compliance,
for example at our plant in Thailand and at the
APAC Compliance Conference in February 2016
in Kuala Lumpur.

As human rights are an integral part of the above
training, the actual hours of training are not re-
corded at present.
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Non-discrimination

GRI G4 Content Index
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and boundaries
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Management approach

— see chapter 4.3, pages 96-100

- Joint Declaration on Human Rights and Working Conditions
atthe BMW Group

(UNGC1, 2,3, 4,5, 6)'

G4-HR3

Incidents of discrimination and corrective
actions taken

—> seechapter 4.3, page 97

- BMW Group 2016 Annual Report

Report of the Supervisory Board, - pages 8.
Compliance in the BMW Group, - page 207

The BMW Group is not currently involved in any
court or arbitration proceedings that in the com-

pany’s estimation might have a significant impact
on its financial condition. Further information on
cases of discrimination is subject to internal con-
fidentiality regulations.

\/*
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External
Code Management approach and indicators Omissions and comments verification
Assessment
Management approach (UNGC1,2,3,4,5,6) \/
—> seechapter 5.3, pages 114-115
G4-HR9 Operations that have been subject to human Following publication of the UN Guiding Prin-

rights reviews
—> see chapter 5.3, page 115

ciples on Business and Human Rights, we per-
formed a systematic analysis of the rights cited in
the Universal Declaration of Human Rights with
regard to their relevance and implications for
different business units. Based on the results, we
reviewed our strategic alignment and used what
we learned to continuously develop our due
diligence process for the company and in relation
to our business partners. The international value
creation processes in the automotive industry
and the division of labour they entail lead to risks
above all in the supply chain. For this reason, one
of the focuses of our ongoing risk assessments is \/
on human rights in this area. Our three-step risk
management process for the supply chain includes
a risk filter, self-disclosure by suppliers and audits.
In 2016, a total of 5,616 nominated, active and
potential suppliers were assessed using our OEM
questionnaire. This comprised 89% of BMW AG’s
new suppliers of production-related materials
with a contract value of over € 2 million and 96%
of new suppliers of non-production-related
materials with a contract value of over €5 million.
(= chapter 3.3, section on the risk management
process). Human rights are moreover an integral
part of the assessment process for new operation
sites.
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External
Code Management approach and indicators Omissions and comments verification
Supplier human rights assessment
Management approach (UNGC1,2,3,4,5,6) \/
— see chapter 3.3, pages 70-79
G4-HR10 Percentage of new suppliers that were screened \/
—> seechapter 3.3, pages 73-74
G4-HR11 Significant human rights impacts in the We are not aware of any significant negative im-
supply chain pacts in our supplier network.
—> see chapter 3.3, pages 75-76 \/
No percentage figures can be given based on the
number of suppliers as this number cannot be re-
liably recorded at this time.
Human rights grievance mechanisms
Management approach (UNGC1,2,3,4,5,6) \/
—> see chapter 5.3, pages 114, 116
G4-HR12 Grievances about human rights impacts

—> see chapter 5.3, page 116

<
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Code

Management approach and indicators

Omissions and comments

External
verification

Anti-corruption

Management approach
— see chapter 5.3, pages 114-115
— BMW Group 2016 Annual Report

(UNGC 10)*

2

G4-S03

Percentage of operations assessed for risks
related to corruption and risks identified

— see chapter 5.3, pages 114-115

— BMW Group 2016 Annual Report

Compliance in the BMW Group, - page 207

G4-S04

Communication and training on anti-corruption
— see chapter 5.3, pages 115

— BMW Group 2016 Annual Report

Compliance in the BMW Group, - page 207

The BMW Group achieves full training coverage
for its managers in compliance matters. Managers
are responsible for selecting tariff-based employ-
ees for training and ensuring its implementation.

GRI G4 Content Index

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries

Q Search
< Back
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Code

Management approach and indicators

Omissions and comments

External
verification

G4-S05

Confirmed incidents of corruption and
actions taken
— BMW Group 2016 Annual Report

Report of the Supervisory Board, - pages 8.

Compliance in the BMW Group, > page 207

Major violations of the BMW Group Legal Com-
pliance Code or the BMW Group Policy “Corrup-
tion Prevention” (according to the anti-corruption
directive) are reported in the BMW AG Annual
Report in the compliance section, including their
legal investigation.

In 2016, no such legal violations or infringements
against the rules came to light. Nor were any legal
proceedings concerning corrupt practices conclud-
ed during the reporting period. Currently, the
BMW Group does not have Group-wide informa-
tion about employment-contract sanctions as a re-
sult of breaches of the law. For this reason, this as-
pect of the indicator is not fully reported. Detailed
data on the total number of cases in which con-
tracts with business partners were not renewed
due to violations related to corruption are not cur-
rently available. We plan to incorporate this data
into our data collection system by 2018 if possible.

GRI G4 Content Index

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries
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Code Management approach and indicators Omissions and comments verification
Anti-competitive behaviour
Management approach (UNGC 10)* \/ *
— see chapter 5.3, pages 114-115
G4-S07 Legal actions for anti-competitive behaviour, Apart from the proceedings against BMW Aus-
anti-trust and monopoly practices tralia Finance Ltd., the reports received and
—> BMW Group 2016 Annual Report breaches identified in individual cases gave no in-
Report of the Supervisory Board, - pages 8. dication of systemically caused breaches of com- .
Compliance in the BMW Group, > page 207 pliance. In general, the areas of sales and finan- \/
cial services, in particular in Europe, are at in-
creased risk for possible violations of anti-trust
law, which resulted in individual cases in regula-
tory investigations and fines.
Supplier assessment for impacts
on society
Management approach (UNGC 10)' \/
— see chapter 3.3, pages 70-79
G4-S09 Percentage of new suppliers that were screened
using criteria for impacts on society \/
—> seechapter 3.3, pages 73-74
G4-S010 Negative impacts on society in the supply chain We are not aware of any significant negative

and actions taken
—> see chapter 3.3, pages 75-76

impacts in our supplier network.

No percentage figures can be given based on
the number of suppliers as this number cannot
be reliably recorded at this time.
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Code

Management approach and indicators

External
Omissions and comments verification

Customer health and safety

Management approach

—> seechapter5.2, page 111

— BMW Group 2016 Annual Report

Report of the Supervisory Board, - pages 8.
Compliance in the BMW Group, > page 207

G4-PR1

Percentage of significant product and service
categories for which health and safety impacts
are assessed

—> see chapter 5.2, page 111

All BMW Group products are developed in strict
compliance with quality management systems. \/
Vehicle safety is tested extensively to determine

potential for improvement.

G4-PR2

Incidents of non-compliance with regulations and
voluntary codes concerning product and service
information and labelling

- BMW Group 2016 Annual Report

Report of the Supervisory Board, - pages 8.
Compliance in the BMW Group, - page 207

For all compliance-relevant matters, the following

applies in general: the reports received and

breaches identified in individual cases in 2016 *
gave no indication of serious or systemically \/
caused breaches of compliance.

GRI G4 Content Index

General standard disclosure
—> Specific standard disclosure

Identified material aspects
and boundaries

Q Search
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Product and service labelling

Management approach
—> see chapters 5.1 and 5.2, pages 109-112

G4-PR3

Principles and procedures for product and service
labelling and percentage of products and services
subject to such labelling

—> see chapter5.2, page 112

G4-PR4

Incidents of non-compliance with regulations
and voluntary codes concerning product and
service information and labelling

— BMW Group 2016 Annual Report

Report of the Supervisory Board, - pages 8.
Compliance in the BMW Group, > page 207

For all compliance-relevant matters, the following

applies in general: the reports received and

breaches identified in individual cases in 2016 *
gave no indication of serious or systemically \/
caused breaches of compliance.
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External
Code Management approach and indicators Omissions and comments verification
G4-PR5 Results of surveys measuring customer
satisfaction \/

— seechapter 5.1, pages 109-110

Customer privacy

Management approach
—> seechapter 2.3, page 48

G4-PR8 Substantiated complaints regarding breaches
of customer privacy

The number of cases is subject to internal confi-
dentiality regulations.

TUNGC: References to the Global Compact Principles of the United Nations
*Aligned with the audited section of the BMW Group 2016 Annual Report
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|dentified material aspects and boundaries

Material GRI aspects for the BMW Group

within the BMW Group

outside the BMW Group

(G4-19) G4-20 G4-21

Socio-economic impacts on society

Economic performance significant Supply chain

Indirect economic impacts significant Supply chain

Design for Recycling

Materials significant Supply chain, Disposal firms

Products and services significant Supply chain, Disposal firms

Energy efficiency and CO, emissions in the value chain

Energy significant Supply chain

Emissions significant Supply chain

Fuel efficiency and vehicle CO, emissions

Energy significant Dealerships, Customers

Emissions significant Dealerships, Customers

Vehicle pollutant emissions

Emissions significant Supply chain, Dealerships,
Customers

Pollutant emissions in the value chain

Emissions significant Supply chain

Alternative drivetrain technologies

Products and services significant Supply chain, Dealerships,
Customers

Attractive workplace, talent identification and retention

Employment significant

Equal remuneration for women and men significant

Occupational safety and health

Work safety and safeguarding health significant Supply chain, Dealerships

Employee development, training and education

Training and education significant
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Material GRI aspects for the BMW Group
(G4-19)

within the BMW Group

G4-20

outside the BMW Group

G4-21

Diversity and equal opportunity

Diversity and equal opportunity significant Supply chain
Equal remuneration for women and men significant

Non-discrimination significant Supply chain
Human rights

Investments significant Supply chain
Product testing significant Supply chain
Supplier human rights assessment significant Supply chain
Human rights grievance mechanism significant Supply chain
Combatting corruption and anti-competitive behaviour

Combeatting corruption significant Supply chain, Dealerships
Anti-competitive behaviour significant Supply chain, Dealerships
Product safety

Customer health and safety significant Customers
Customer satisfaction

Product and service information and labelling significant Dealerships
Data protection

Customer privacy significant Dealerships
Environmental and social standards in the supply chain

Supplier environmental assessment significant Supply chain
Supplier assessment for labour practices significant Supply chain
Supplier human rights assessment significant Supply chain
Supplier assessment for impacts on society significant Supply chain
Networked and autonomous driving significant

Mobility products and services significant
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ABOUT THIS REPORT

The BMW Group Sustainable Value Report (SVR) 2016
has been published to provide stakeholders with compre-
hensive information about the company’s sustainability
strategy and the progress made in integrating sustainabil-
ity into its corporate processes. The BMW Group’s Sus-
tainable Value Report 2016 has been compiled in accord-
ance with the “Comprehensive” option of the Global Re-
porting Initiative (> GRIG4) guidelines. This is the highest
- GRIG4 transparency level.

Structure of report

The report is structured along the long-term sustainabili-
ty goals of the BMW Group. The weighting of the topics
in the report is based on the results of our systematic ma-
teriality process —. The scope of the report and the aspect
boundaries are therefore based on those in the Sustaina-
ble Value Report 2015. - GRiG4-23

Each chapter starts with a one-page overview of the main
facts. The sub-sections of each chapter are introduced by
a statement of the long-term sustainability goal of the
BMW Group. The report contains the key performance
indicators that control and monitor the BMW Group’s
sustainability performance. Where appropriate, referenc-
es are also provided to supplementary information in the
Annual Report or on other BMW Group websites.

- see
chapter 1

In addition to the key indicators presented in the main
text, the report contains further key indicators on sus-
tainability.

The report is published in German and English. For rea-
sons of clarity and to avoid double references, generic ref-
erences to the masculine in this document should be un-
derstood as referring to both sexes.

Reporting period

The reporting period is the 2016 calendar year. The effec-
tive date for all figures and facts is 31 December 2016.
- GRIG4-28 The Sustainable Value Report is published annu-
ally. - GriG4-30 The last report was published in March 2016
as an interactive pdf covering financial year 2015. - GRiG4-29

The statements made in the Sustainable Value Report
2016 about the BMW Group generally refer to the group
of consolidated companies in the 2016 Annual Report.
Any deviations from that are indicated and their scope
specified in the footnotes of the respective tables and
charts. - GriG4-17 Calculation methods are explained in
footnotes to the respective charts. The “Further key indi-
cators” section generally maps the key indicators for
2012-2016 (with the exception of key figures that only be-
came relevant after 2012). They refer to the entire
BMW Group. There are, however, some exceptions con-
cerning site-specific topics and local sustainability pro-
grammes. Wherever this is the case, the entity the figures
apply to is specified accordingly, e.g.: BMW AG. Nothing
significant has changed with regard to the structure of
the supply chain and relationships with suppliers, includ-
ing the selection and termination of contracts. > GRIG4-13

The BMW Group Sustainable Value Report 2016 will be
published on the BMW Group website. The next Sustain-
able Value Report will be published in early 2018.
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UN Global Compact — communication
on progress

The BMW Group committed to implement the principles
of the United Nations —> Glebal Compact in 2001, and in
this report once again gives account on progress achieved
in complying with these principles. References to the
Global Compact principles have been integrated into the
—> GRIG4 Content Index.

Third-party verification

The entire report (the texts of all chapters as well as
further key indicators) was audited by Pricewaterhouse-
Coopers GmbH, with limited assurance in accordance
with ISAE 3000 (revised) —> see Assurance Report. - GRI G4-33
Indicators from the areas of environmental protection and
occupational health and safety were audited by external
auditors and experts in accordance with ISO 14001,
EMAS and OHSAS.

The Corporate Reporting, Corporate Communications
and Policy as well as Corporate Planning and Product
Strategy departments select the external auditors for the
Sustainable Value Report. Ms Ursula Mathar, Head of
Sustainability and Environmental Protection and
Dr Thomas Becker, Vice President of Governmental and
External Affairs are responsible for expert approval of the
SVR. Overall responsibility lies with the Board of the
BMW Group. Third-party auditing enables us to docu-
ment for the public the reliability and trustworthiness of
the information provided. In addition, we regularly re-
ceive impetus for improvement and innovation in the re-
porting process. - GRIG4-33, GRIG4-48

Forward-looking statements

The BMW Group Sustainable Value Report 2016 contains
various forward-looking statements about future develop-
ments which are based on the current status of the
BMW Group’s assumptions and forecasts. They are thus
subject to a variety of predictable and unpredictable risks,
uncertainties and other factors, so that the actual out-
come, including the company’s financial and assets pos-
ition, its development or performance could differ consid-
erably. The BMW Group makes no commitment to up-
date such forward-looking statements or to adapt them to
future events or developments.


https://www.unglobalcompact.org/ 
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Independent Practitioner’s Limited Assurance Report

To BMW AG, Munich

We have been engaged to perform a limited assurance engagement
on the sustainability information in the Sustainable Value Report
2016 of BMW AG, Munich, (hereinafter the “Company”), for the period
1 January to 31 December 2016 (hereinafter the “Sustainable Value
Report”).’

Management’s responsibility

The Company’s management is responsible for the preparation and
presentation of the Sustainable Value Report in accordance with the
criteria as set out in the G4 Sustainability Reporting Guidelines of the
Global Reporting Initiative (GRI) (hereinafter the “GRI Criteria”).

This responsibility includes the selection and application of appropriate
methods to prepare the Sustainable Value Report as well as the use of
assumptions and estimates for individual sustainability disclosures
which are reasonable in the circumstances. Furthermore, the respon-
sibility includes designing, implementing and maintaining systems and
processes relevant for the preparation of the Sustainable Value Report,
which is free of material misstatements due to intentional or uninten-
tional errors.

Audit firm’s independence and quality control

We have complied with the German professional provisions regarding
independence as well as other ethical requirements.

The audit firm applies the national legal requirements and professional
standards — in particular the Professional Code for German Public
Auditors and German Chartered Auditors (“Berufssatzung fiir
Wirtschaftspriifer und vereidigte Buchpriifer”: “BS WP/vBP”) as well
as the requirements to quality control for audit firms ("Anforderungen
an die Qualitatssicherung in der Wirtschaftspriiferpraxis”: “IDW EQS
1”) of the Institut der Wirtschaftspriifer (Institute of Public Auditors in
Germany; IDW) — and accordingly maintains a comprehensive system
of quality control including documented policies and procedures
regarding compliance with ethical requirements, professional stand-
ards and applicable legal and regulatory requirements.

"Our engagement applies to the German version of the Sustainable Value
Report 2016.

Practitioner’s responsibility

Our responsibility is to express an opinion on the sustainability informa-
tionin the Sustainable Value Report based on our work performed.

Within the scope of our engagement we did not perform an audit on ex-
ternal sources of information or expert opinions, as referred to in the
Sustainable Value Report.

We conducted our work in accordance with the International Standard
on Assurance Engagements (ISAE) 3000 (Revised): “Assurance En-
gagements other than Audits or Reviews of Historical Financial Infor-
mation” published by IAASB. This standard requires that we plan and
perform the assurance engagement to obtain limited assurance whether
any matters have come to our attention that cause us to believe that the
sustainability information in the Sustainable Value Report has not been
prepared, in all material respects, in accordance with the GRI Criteria.
In alimited assurance engagement the evidence-gathering procedures
are more limited than for a reasonable assurance engagement and
therefore significantly less assurance is obtained than in a reasonable
assurance engagement. The procedures selected depend on the practi-
tioner’s judgement. This includes the assessment of the risks of material
misstatements of the sustainability information in the Sustainable Value
Report with regard to the GRI Criteria.
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Within the scope of our work we performed amongst others the follow-
ing procedures:

— Obtaining an understanding of the structure of the sustainability
organisation and of the stakeholder engagement;

— Inquiries of personnelinvolved in the preparation of the Sustainable
Value Report regarding the preparation process, the underlying
internal control system and selected sustainability information;

— Performance of site visits as part of the inspection of processes
for collecting, analysing and aggregating selected data:

— inthe corporate headquarters in Munich (Germany),
— inthe production plant in Leipzig (Germany),

— inthe production plant in Landshut (Germany),

— inthe production plant in Oxford (UK),

— inthe production plantin Swindon (UK),

— in the production plantin Hams Hall (UK),

— Analytical procedures on selected sustainability information of
the Sustainable Value Report;

— Inquiries of personnel responsible for the reporting of fleet emissions
and fuel consumption, as well as reconciliation of selected data
points regarding fleet emissions and fuel consumptions with the
official information available from the Federal Office for Motor
Traffic of Germany;

— Comparison of selected sustainability information with
corresponding data in the consolidated financial statements
and in the group management report;

— Assessment of the presentation of selected sustainability infor-
mation in the Sustainable Value Report regarding the sustainability
performance.

Conclusion

Based on our limited assurance engagement, nothing has come to our
attention that causes us to believe that the sustainability information in
the Sustainable Value Report of the Company for the period 1 January
to 31 December 2016 has not been prepared, in all material respects, in
accordance with the GRI Criteria.

Emphasis of matter - recommendations

Without qualifying our conclusion above, we make the following recom-
mendations for the further development of the Company’s sustainabil-
ity management and sustainability reporting:

— Stronger formalisation of the internal control system for
sustainability data;

— Further harmonisation and automation of world-wide reporting
processes for non-financial data.

Restriction on use and distribution

We issue this report on the basis of the engagement agreed with the
Company. The review has been performed for purposes of the Company
and the report is solely intended to inform the Company about the re-
sults of the review. The report is not intended for any third parties to base
any (financial) decision thereon. We do not assume any responsibility
towards third parties.

Munich, 20 March 2017

PricewaterhouseCoopers GmbH
Wirtschaftspriifungsgesellschaft

sgn. Andreas Fell sgn. Hendrik Fink
Wirtschaftspriifer Wirtschaftspriifer
(German Public Auditor) (German Public Auditor)
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FUEL CONSUMPTION AND CO, EMISSIONS RATINGS
FORTHE VEHICLES REFERRED TO IN THIS REPORT

Electricity con-

sumption combined
(in addition to fuel

Urban Extra-urban Combined CO, emissions consumption)

Model (1/100km) (1/100km) (1/100km) combined (g/km) (kWh/100km)
BMWi3 (60 Ah) with Range Extender not applicable not applicable 0.6 13 135
BMWi3 (60 Ah) not applicable not applicable 0 0 12.9
BMWi3 (94 Ah) with Range Extender not applicable not applicable 0.6 13-12 11.9-11.3
BMWi3 (94 Ah) not applicable not applicable 0 0 13.1-12.6
Electricity con-

sumption combined

(in addition to fuel

Urban Extra-urban Combined CO, emissions consumption)

Model (1/100km) (1/100km) (1/100km) combined (g/km) (kWh/100km)
BMW i8 not applicable not applicable 2.1 49 11.9
BMW 225xe iPerformance Active Tourer not applicable not applicable 2.1-2.0 49-46 11.9-11.8
BMW 330e iPerformance not applicable not applicable 2.1-1.9 49-44 11.9-11.0
BMW X5 xDrive40e iPerformance not applicable not applicable 3.4-3.3 78-77 15.4-15.3
BMW 740e iPerformance not applicable not applicable 2.2-2.1 50-49 13.3-13.1
BMW 740Le iPerformance not applicable not applicable 2.2-2.1 51-49 13.3-13.1
BMW 740Le xDrive iPerformance not applicable not applicable 2.5-2.4 56-54 13.9-13.7
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Further information on the official fuel consumption, specific official CO, emissions and power consumption of new passenger vehicles can be found in the “Guidelines for fuel consumption, CO, emissions and
electric power consumption of new passenger vehicles”, available free of charge from all sales outlets, the DAT Deutsche Automobil Treuhand GmbH, Hellmuth-Hirth-StraBe 1, 73760 Ostfildern, Germany and at

—> http://www.dat.de/angebote/verlagsprodukte/leitfaden-kraftstoffverbrauch.html.

Information regarding fuel consumption, CO, emissions and electricity consumption is subject to selected wheel and tyre size for range data.

As at March 2017: further, regularly updated information on the vehicles referred to in this publication can be found at

- www.bmw.com, > www.mini.com and > www.rolls-roycemotorcars.com.


http://www.dat.de/angebote/verlagsprodukte/leitfaden-kraftstoffverbrauch.html
http://www.bmw.com
http://www.bmw.com
http://www.rolls-roycemotorcars.com
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WE LOOKFORWARD TO
HEARING FROMYOU

Numerous BMW Group employees participated in creating
this Sustainable Value Report 2015. We will be happy to
answer your questions and forward them to the relevant
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departments if needed.

Kai Zobelein

Sustainability Communications
Telephone: +49 89 382-21170

E-mail: Kai.Zoebelein@bmwgroup.com

Milena Pighi

Sustainability Communications
Telephone: +49 89 382-66563

E-mail: Milena.PA.Pighi@bmwgroup.com

BMW Group
Petuelring 130
80788 Munich
+49 89 382-0

- www.bmwgroup.com

More from the BMW Group
— www.bmwgroup-classic.com
- www.bmw-welt.com

Social media

Facebook - www.facebook.com/BMWGroup
Twitter > www.twitter.com/BMWGroup
YouTube - www.youtube.com/BMWGroupview
Google+ - www.google.com/+BMWGroup

The BMW Group brands on the Internet
- www.bmw.com

—> WWWw.mini.com

— www.rolls-roycemotorcars.com

— www.bmw-motorrad.com
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