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companies in which it holds direct or
indirect interests of more than 50%
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1986

17,614.8
58,062
2,236.9

14,9943
5,149.6
9,844.7

446,438
32,054

446,109
146,297
299,812

31,731
8,294
23,437

20,719
3,173.7

7,743.5
750.0
2,644.0
3,419.2
1,735.0
948.9

337.5
168.82

12.502
6.252)

1985

18,077.9
53,925
1,375.6

14,246.4
4,981.8
9,264.6

445,233
37,104

440,732
148,197
292,535

36,320
9,139
27,181

46,614
2,918.5

6,572.9
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1,920.3
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751.6

300.0
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Change
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Report of the
Supervisory Board

The Supervisory Board of Bayerische
Motoren Werke AG regularly reviewed the
Company’s business throughout the
business year. At its joinl meetings with
the Board of Management and on the
basis of the laller’s written and verbal
raparts, the Supervisory Board has
studied closely the Company’s situation,
the course of business and the intended
business policy, and discussed these
matters with the Board of Management.

The Annual Financial Statements for
the 1986 Business Year, the Books ol
Account and the Annual Report have
been examined by Deutsche Treuhands-
Gesellschaft AG Wirtschaftsprufungsge-
sellschall, Munich, which has provided its
unraestricled confirmalory audil cerdilicale.
The Supervisory Board aarees lo the
result of this audit.

The Supervisory Board has examined
and approved the Annual Financial State-
menls and the Annual Reporl of Baye-
rische Moloren Werke AG, prepared by
the Board of Management. The Annual
Financial Statements are thereby
adopled.

I'he proposal of the Board of Manage-
ment for the allocation of profils has been
examined by the Supervisory Board
which supports the proposal. According
to the final result of the Supenisory
Board's review, there are no objections to
be raised.

The Consolidated Financial Slale-
ments and the Consolidaled Annual
Report, which have been provided wilh
the unrestricted confirmalory audit certii-
icale of Deutsche Treuhand-Gesell-
schall AG Wirtschaftsprufungsgesell-
schall, Munich, as well as the reporl ol lhe
auditor of the Consolidated Financial
Slalements, have been duly submitted 1o
the Supervisory Board.

Dr.-lng. Hans Hagen retired from the
Board of Management on Oclober 31,
1986. The Supervisory Board expressed
ils thanks lo Dr. Hagen lar his services
o the Company.

Munich, May 1987
[he Supervisory Board

Hans Gral von der Gollz
Chairman




Reporl ol the Board ol Managemenl

The Automonbile Industry
in General

Further recovery of the world economy
In the Weslern industnal nations, the
economic upturn thal began in 1982 con-
inued in the year under review. Inflalion
rales decreased appreciably in most
countries because of the drop In prices
lor oll and oil products al lhe beginning
of the year. Al the same time real earn-
ings rose noticeably and thus private
consumplion did, too. Low inleresl rates
encouraged capital spending. The
number of employed also increased.

| he international automobile markets
were all influenced by the generaily
favorable economic developmenl. 33.3
million automobiles were manufactured
and sold worldwide, 2% more than in the
previous yvear. Thus, the all-lime high ol
1985 was passed by aboul half a million
LS.

Development in the vanous economic
blocks differed in line with their individual
economic situaillons.

Record demand for automobiles in the
United States
In the United States, the economy
developed al a more subdued pace. It
continued 1o be supported by private
consumption. Employment and real
incomes rose; the savings-income ratio
fell oy the yvear's ena 1o an unusuaily low
level of 2%. There was an increase in
demand lor cars towards the end of the
yvedr in particular because tax benelits
came to an end. Altogether, 11.5 million
new cars were registered in the year
under review, 4% more than 1n 1985 and
more than ever belore in a single year.
ohills in the structure of demand
mostly reflect currency influences but
also the international compelitiveneass of
the car-producing countries.

Amencan manufacturers sold nearly
100,000 lewer aulomobiles in the USA
than in 1985 despile intensilied buying
incentives, Since their exporls did not
exceed the volume of the previous year,
in spite of favorable exchange rates,
productlion decreased for the first lime
since 1982,

In all, 7.6 million cars were manufaciured
in the USA In the year under review, 4%
fewer than in the previous year. The
Amencan share in world production fell
from 25% 1o 23.5%.

In contrast, imports continued to grow.
Japanese manulacturers in particular
were successful. In spite ol the strong
appreciation of the Yen, their sales rose o
some 2.4 million aulomobiles, 160,000
more than in the previous year. In addi
tion, some 300,000 cars were actually
manufactured in the USA to evade further
protectionist reguirements. Almost every
lourth car sold in the United Slales was
Japanese in the year under review.
Japanese makes have trebled their regis-
trations in the USA within ten years

South Korean cars were naw on the
American markel and mel instanl suc-
cess. The sale of some 170,000 unils
accounted for almosl half the growlh of
the enlire market. In 1986, the successiul
development recorded by German
manufacturars over the years flattenad ofi
as the dollar fell. The number of reqislra-
tions was only 5% higher than in the
previous year. BMW, however, regisiered
a 10% increase of sales to some 97,000
units.




Massive export efforts by the Japanese
automobile industry

In Japan, demand for automobiles
stagnated while economic development
as a whole was subdued. Reaching three
mitlion units, registrations achieved the
volume of the last four years.

some 68,000 cars were impaorled.
Thus, their share of the total markel rose
for the first time to almost 2% however,
this remained by far the lowest import
share of all markets with a domestic auto-
mobile industry, BMW sold 15,300 cars,
30% more than in the previous year. It
therefore took second place amongst all
imported makes.

Japanese exporls were made more
difficult by the slrong appreciation of the
Yen. Manufacturers lowered exporl prices
and accepled reduced profits in order 1o
ultlize fully their high capacities. They
succeeded in increasing exporls again
by 3% to 4.6 million units. With this new
record, Japan strengthened its position
as the world's biggest car exporler.

The United States remained the most
important foreign market,; they again
accounted for over hall Japanese car
exports. Japanese manufacturers tried {o
offset the compeltilive disadvantages
caused by the exchange rate in the dollar
area by an export drive in Europe. They
proved particularly successiul on
markets without a notable automobile
industry of their own. In the Federal
Republic of Germany, which is freely open
to imports because of its liberal trade
policy, purchases of Japanese cars rose
by more than one-third. In other Weslern
European countries they increased by
an average of 13%.

Stable domestic demand and rising
exports made it possible to increase
production by a further 2% to a total of
£8 million automobiles. Japanese pro-
ductlion has doubled in the last twelve
years and Japan's share of world produc-
tion has risen from 15.4% 1o 23.5%
in the same period.

Upturn in Western Europe as a whole
In contrast o previous years, growing
demand in Western Euraope provided the
main stimulus for the world economy.
Demand increased noticeably; this was
helped by the drop i oil prices. In addi-
flon, the automobile business beneliled
rom special faclors in same counlries,
such as tax reduclions for cars with low
emission levels.

Registrations rose markedly in nearly
all European countries. Allogether,

11.6 million new cars were registered in
Weslern Europe In the year unger review,
10% more than in the previous vear, This
1S a new record level,

Despite lough Japanese competition,
European manutacturers still met almost
nine-tenths of the demand. Exports
became increasingly difficull as most
currencies appreciated in value against
the American dollar. In all, 121 million cars
were produced in Western Europe, 5%
more than in the previous year. Western
Europe’s share of automobile production
worldwide rose from 35.1% 1o 36.4 %%,

Favorable economic development in
the Federal Republic of Germany

In the Federal Republic of Germany the
economic upturn continued in 1986 for
lthe fourlh successive year. The real gross
nalional product rose by 2.4 %.

Exports came under pressure as the
DM apprecialed during the course of the
year: orders from the OPEC countries
also decreased. However, domestic
demand increased vigorously.

The drop in the pnice of ail at the
beginning of the year raised the purchas-
Ing power of private households. Stable
prices also benefited private consump-
tion. At 4% in real terms, this rose more
strongly than ever belore in the last
decade. Demand was also helped by the
decline of interest rates and the first
phase of tax reduclions. Utilization of
capacities and fuller employment 1ol-
lowed the favorable developmenl. For the
first time since 1980 more than 26 million
people were gainfully employed in the
Federal Repubiic,

Therefore, the economic chmale as a
whole provided the nght condilions for
favorable demand for aulomobiles. How-
ever, this alone does not explain the
excellent development on the German
market,

Environmental decisions influence car
demand

For the first time, 2.83 million new cars
were registered in the Federal Republic
of Germany in the year under review, 19%
more than in the previous year and 6%
more than in the lasl record year of 1978.

The volume and structure of the new
regiatralions also reflect political
influences. The legal provisions for the
introcuction of cars with low emission
levels, and the preceding uncertainty on
lhe part of polential car purchasers
affected lhe market.

The EEC resalution of June 1985 an
the limitation of exhaust emissions
provides for markedly lower emission
levels, differentiated according to three
engine sizes. They are to apply uniformly
lhroughout the EEC from 1989 onwards.
The Federal German Governmenl has
been able to encourage the purchase
of cars with low emission levels by
road tax benefits and lower taxes on
unleaded pelrol. This began in the year
under review.

Since the necessary legal provisions
had been made in the Federal Republic
ol Germany and, therefore, the market had
a deflinlle basis tor decision-making, the
backlog ot demand resolved ilsell during
the course of the year under review.

At times lthere was a veritable boom in
reqgistrations because cars with low emis-
sion levels only received full tax benefits
until the end of 1986. Thus, many custom-
ers brought their purchase decisions
[orward. The result was lower registrations
in the firsl quarter of 1987
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Rising demand for cars with low
emission levels

Initially, cars with diesel engines were
very much in demand due to the discus-
sion on environmental protection. After
the unexpecled political decision to grant
road lax benealits for these cars, demand
shol up. The monthly share of cars with
diesel engines fluctuated between 25%
and 31% of total registrations. The year’s
average was around 27%. Thus, it was
double thal of lwo years earlier and,

for the lirsl time, higher than in Europe's
traditional diesel couniries.

In all, diesel registrations in the
Federal Republic rose by 46% in 1986.
The marked drop in demand since the
beginning ol 1987 15 a clear indication
that the figures in the year under review
were abnormally high as a result of
political measures.

In contlrast, sales of cars wilh the most
efficient exhaust purilication technology,
namely the conirolled three-way catalylic
converler, gol off to a slow start. Only in
the second halt of the year, as the end of
the first phase of the highest tax benefils
approached, did demand increase
noticeably.

Towards the end of the year, the
market share of petrol-driven cars with
low emission levels came to aboul 30%;
when including cars wilh diesel engines,
more than hall of all the newly-raegistered
cars in 1986 were classed as having low,
or relatively low, emission levels,

[hus, the German car industry sur-
passed Ils 1986 aims of introducing cars
with low emission levels. The environ-
ment-friendly car has gained ground.




The Automobile Indusiry in General

12.0 Automobile Registrations Foreign manufacturers benefit from
in million units demand
; : The legislature has established exhaust
no USA emission values for cars wilh small petrol

engines which can be achieved with a
: _, minimum of expenditure. Demand for
10.0 such cars was especially brisk.
" Foreign manufacturers benefiled
| because they traditionally offer a wider
8.0 range of smaller cars owing to the struc-
: ture of demand on their domestic matr-
kg kets. Their registrations rose twice as
8.0 ' strongly as those of German makes.

Japanese manufacturers recorded the

strongest growth. In 1986, they supplied

every second foreign car sold in the

Federal Republic, their markel share

rising from 13.3% to 15%.

6.0 'he import share of 30% was a new
record: when added o German cars
produced abroad, il rose to 36%.While

.0 supply shortages on the part of German
manufactiurers may have been decisive
to some exient, It cannot be denied that
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4.0 the competitiveness of foreign makes has
increased further.
L e ——  Japan Exporls became increasingly difficult
3.0 A | T in the course of the year as major foreign
;,:f‘f‘;_ ﬁ“xf--av/—__/ FR Germany currencies weakened, from mid-year on,
e N | exporls stagnated. Altogether, 2.52 million
20 =TT Tt | A France German automaobiles were sold abroad,
A e i s Great Brifain However, this figure fell short of last year’s
i &y record by only 1.9%, indicating thal
1.0 German automobiles continue to have

recognized competitive advantages
worldwide. The largest sales market was

1976 78 80 82 54 86 the Uniled States, followed by Great
Britain, France and laly.

The German automobile industry’s
influence on the economy was
favorable again in 1986

Automobile production rose by 3.5% 1o a
new record of 4.31 million units. 13% of
the world's car production i1s in the
Federal Republic. When including 1.3 mil-
lion German cars manufactured abroad,
the share of world production was 16.9%
compared with 16.5% in the previous

year.




In 1986, the German automobile industry
again contributed substantially to overall
economic development. Sales of the
motor vehicle industry rose by 5% to

DM 194 billion; the number of employed
increased by 25,000 to 844,000. Gross
investments in plant and equipment of
DM 11 billion reached a new record,
increasing annually by about one-fifth
since 1984.

In its entirety, the automobile industry
remained one of the most dynamic
branches of industry in the Federal
Republic of Germany in the year under
review.

The number of cars in use rose by
1.1 million to 27.2 million, the steepest
increase since 1979. The number of kilo-
meters driven on the entire road network
rose by more than 5%; extremely high
increases were registered on the parlic-
ularly efficient German motorways.

As a result of the automobile
industry’s constant efforts, average fuel
consumption continued to fall. Total fuel
consumplion by cars rose |less than the
total number of kilometers driven. lis
share of total oill consumption in the
Federal Republic declined slightly to
499%.

The increasing proportion of cars with
low emission levels, as well as drivers'
growing awareness of the environment,
are reflected in rising demand for unlead-
ed petrol. The oil industry has contributed

The Aulomaobile Industry in General
Y

Political background for the German
automobile industry

The German manufacturers’ ability to
adapt was absolutely essential for the
welcome market development of auto-
mobiles with catalytic converters in the
Federal Republic of Germany. The
political canditions for"cats”to gain more
ground in the EEC, however, are less
satisfactory.

Cars with catalylic converters can
only continue to make progress when the
EEC has finally adopted the exhauslt regu-
lations, Market activities still have no legal
basis in the EEC.

In addition, there are no regulations
which make the exhaust emission values
compulsory in all countries of the Com-
munity. As long as this is the case, manu-
facturers are forced to offer cars both with
progressive and conventional exhaust
lechnology for exports o EEC countries.
This duplication increases costs: ulti-
mately, this affects the consumer.

As long as there are no uniform
exhaust regulations, the EEC car markel
remains incomplete. Furthermore, other
countries have to be included in these
regulations because Europe does nol
end al the frontiers of the EEC.

The controversial regulations on
particle emission values for diesel cars
could prove a further obstacle to a
Eurcpean car market.

In spring, discussion about a speed

considerably in this field. The number of limit in the Federal Republic of Germany

petrol stations offering unleaded petrol e “"‘%:‘;“_;,.ﬂ," ity Wi - == 7 . RO S, appeared to have ended after careful

was doubled during the year and covered
aboul two-thirds of the supply network.
The share of unleaded petrol rose from
5% to almost 20% of total sales and is
still growing.

A g = 'l
PR,

TEARs L A A%, ' ' ' R e o i & cen studies by neutral organizations. New

attempts by the European Commission
and the European Parliament apparently
to harmonize traffic regulations are to be
assessed critically. These do not contrib-
ute effectively to road safety because
the differing road quality is not taken into
consideration.

The German motorways are the safest
roads in the world. The introduction of a
speed limit on these motorways would
increase the traffic volume on other roads
and correspondingly reduce their safety.
In addition, it would alfect the competi-
tiveness not only of the German but of the
entire European automobile industry.




4.0 Automobile Registrations In conneclion with compleling the EEC

in the FR Germany markel, models are being discussed for a
in million unils commaon foreign trade policy for auto-
mobiles. This includes ideas on coun-
3.0 4 lotal tering Japanese imports with commaon
PN T o protectionist measures.
"‘"-----,,H fﬂjf'—-— + BhW warns a:;;;nm;[ the conse-
[ guences of such a policy. Nol only must
2.0 | el LF)  TRBETED RS the EEC market be free of internal trade
| barriers, but also the EEC's trade with
other countries must not be hampered by
protectionism. Just as the Federal
1.0 4 Foreign makes Republic offers all foreign car manufac-
T e L R S k| i lurers free access lo its market, the Ger-
man automobile industry needs to be
able to export freely to the world’s markels.
1976 s a0 82 84 86 In the long term this would be advan-
tageous [or the automobile Industry world-
wide.
4() Market Shares
ol aulomaobile registrations
in the FR Germany
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Reporl of the Board of Management

A successful year marked by new
projects

BMW continued to develop successfully
in 1986. Invesiments were stepped up
considerably in new plants and products.
During the course of the year several
major projects progressed on schedule;
they provide the Company with new
scope for the development, production
and marketling of automobliles:

~ The first stage of construction of the
Research and Engineering Cenler in
Munich became operational; it unites all
the essential functions for the develop-
ment and production planning for future
cars.

— The new automobile plant in Regens-
burg further increases the efficiency

of the sysiem of linked BMW plants.

- The new 7 Series car takes the lead

in the high-performance luxury class,
underlining the high technological
standarad of EMW products.

The business success in the year
under review is reflected in the Com-
pany's earnings. Automobiles, motor-
cycles and engines all contributed 1o this.
Possibilities and limitations were influ-
enced by the economic and political
envircnment as well as by the lile cycle of
the models.

The 3 Series developed particularly
favorably as expected. It expanded its
premier position amongst compact nigh-
performance European cars.

The orientation of all sectors of the
Company towards the future demanded
not only increased efforts from em-
ployees, but also a larger workforce. At
the ena of 1986 BMW employed some
58,000 people worldwide, 4,000 more
than in the previous year and 16,000
more than at the beginning of the 1980s.

The accomplishments of the past year
are the joint success of the workforce, the
dealer organization and business
partners throughout the world. BMW is
indebted to them all. Thanks to their skill,
their innovative capacity and their willing-
ness to give their best, the Company is
canfident that it will master the tasks

ahead of i1,

Business Development
at BMW

Capacity again determined car sales

in 1986

In the year under review 446,000 BEMWY
automobiles were sold, 1.2% mare than in
the previous year Since lotal capacity
was [imited, and had been fully utilized for
years, further increases were impossible,
Some production facilities could not be
used for a time because of the model
change in the 7 Serles,

With 450,000 registrations of new
BMWs worldwide, the previous year's
figures were exceeded slightly both in the
Federal Republic of Germany and else-
where. The large number of orders for the
[ Senes cars introduced 1in autumn and
for further cars with catalylic converlersin
lhe other model series was not reflecled
in the 1986 figures.

In the Federal Republic of Germany,
BMW's largest sales market, 148,000 cars
were registered, about 2% more than in
the previous year, Business did not
develop uniformly. The new 3251 models,
intfroduced the previous year with the
additional four-wheel drive and con-
vertible versions, as well as the 3 Series
diesel model, the 324d, won numerous
customers. Demand for some other
models declined in line with their life
cycles as the year progressed.

There was a delinite shifl in demand
towards cars with low emission levels.

In the last few months of the year three
oul of four buyers in the Federal Republic
chose such cars.

For the first time, more than 300,000
BMW cars were newly regislered oulside
Germany, the export share increasing
slightly to 67%. An efficient international
markeling organization succeeded In
offsetting lluctuations in demand on
individual markets. BMW's compelitive
position was improved in foreign markets
by the infroduction of new models.

High demand in Europe

Against a background of generally good
business for the automobile industry,
BMW registrations in European markets
oulside the Federal Republic rose by a
total of 4%, This development was sus-
lained by the success of the new 3 Series
models introduced in 1985. Demand for
7 Series cars remained high until they
were phased out, auguring well for the
successiul introduction of the new
models.

In Great Britain, BMW's largest
European export market, sales increased
by 7%. On this markel, therefore, they
have risen uninterruptedly since the
beginning of the decade. In the year
under review this also applied lo the 5
and 7 Series cars.

I'he 324d met with the demand
expected on the tradilional diesel
markets: hence, two-figure growth was
recorded for registrations ol 3 Series cars.
The 3251, the convertible and the four-
wheel drive car gained numerous new
customers in the high-performance,
compact car segment.

In Austria and Switzerland the dates
fixed for changing to cars with low emis-
sion levels were different from those
ol the EEC. This led occasionally to a
limited range of models being offered on
these markets. The additional 3 and &
Series models with catalytic converters
available from the end of the year have
already stimulated demand substantially.

A special development was observed
on the car markel in Spain. After joining
the EEC, demand for imported cars
soared. BMW registrations were almaost
30% higher than in the previous year. On
the Northern European markets they also
achieved new record levels with a total of
more than 15,000 units.
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Strong sales overseas

Exports of BMWSs overseas again
achieved double-figure increases in spite
of slagnating demand as a whole in these
markels.

Business development in the USA
was again outstanding. The economic
repercussions of the fall of the American
dollar were alleviated by price increases
and higher-grade models. BMW registra-
tions rose by a further 109 to some
97000 unils, double thal of five years ago.

Sales in Japan also increased by an
above-average 30% to 15,300 units. As in
the Uniled States, the 5 Series cars also
achieved two-ligure growlh rales again.

In Australia measures to protect the
domeslic automobile manufacturers
increased markedly in 1986. In the last
few years a licensing system had resirict
ed foreign cars to 20% ol the total market.

The direct quantilative restrictions are
gradually being relaxed. However, the
decline of the Australian dollar and a
multitude of special taxes made the sale
ol imported cars even more difficult in the
year under review. Australia is, thus,
impeding free world trade with auto
mobiles.

Aller years of vigorous growth, BMWY
registrations dropped by about one-third;
this was in ine with the development of
the entire market segment of imported
cars.




More difficult access to many markets
Access to the markets of many countries
of the Middle and Far East, as well as of
Latin America, 1s also closed or restricled
for cars.

The low prices of raw materials and
unfavorable exchange rates were an
increasing source of strain on economic
development in 1986. This strengthened
protectionist pressure and often allecled
demand lor automobiles as a whole and,
thus, the course of business of the
independent BMW importers.

The Guli states of the Middle East
were particularly alfected by the drop in
oll prices and the depreciation of the US
dollar. Sales of BMW aulomobiles
decreased by 40% to 2,100 units. Never-
lheless, In the year under review invesl-
ments in these markets continued In
accordance with long-lerm planning.

In Southeast Asia falling export
earnings also meant higher trade delicils;
purchasing power declined. However,
with almosl 8,000 units, sales of BMW
cars surpassed those of the previous
year by almost one-tenth. The importers In
this region have been supported by
BMW's own marketing center in Singa-
pore since the end ot 1985.

High taxes, duties and other restric-
tions make the import of complete
vehicles to Thailand, Malaysia and
Indonesia difficult. In these countries,
BMW cars are assembled by local
partners with imported parts kits and with
components made in the country. Many
other markets of this region are com-
pletely closed to imports.

In Latin America such restrictions
have apphed for years, parlicularly in the
large markets of Brazil, the Argenline
and Mexico. In the year under review
Colombia also introduced a stnct import
ban. The exporl of BMW cars declined
by 30% to 2,200 unils, corresponding
o the developmenl of the entire import
segment. Sustained improvement is not
expactaed.

Consolidation of the sales organization
Some 4,400 authorized BMW dealers
throughout the world service over four
million BMW cars and motorcycles. In
1986 the BMW dealers again invested
substantially in bulldings and equipment,
as well as in the qualilications of their
employees.

The intfroduction of the new 7 Series in
1986 was an especially significant event.
Training in the maintenance of sophisti-
caled new technology began many
maonths belore series-production actually
started. Therefore, the BMW service organ-
1ization throughout the world was fully
prepared for the delivery of the first cars.

With an increasing number of models
and different versions for countries with
special reguirements, substantial inveslt-
menls were again necessary lo ensure
that all parts are available reliably, quickly
and at reasanable prices. The introduc-
tion of new control systems for slorage,
handling and communications conlinued
on schedule Iin the central parts ware-
house in Dingoliing as well as at the
dealer premises.

[he range of Genuine BMW Parts and
accessories rose to more than 80,000
items in the year under review. Thanks to
an efficient distribution system, If parts are
not available al the local BMW dealer
they can be supplied immedialely by the
central parts warehouse, This service,
which demands very special efforts when
new models are introduced, is also
guaranteed for the new 7 Series.

The needs of the dealer organizations
abroad are mel by regional parts ware-
houses. Parts that are rarely required are
stored at the central parts warehouse
in Dingolfing. They can be supplied gen-
erally within 24 hours of receipt ol order,
even in the USA.

The efficiency of cuslomer service
continues to increase. This 1s shown by
the results of workshop tests conducted
by neutral organizations, according to
which BMW workshops were amongsl
the leaders, as expected.

Accounl has been taken of the
growing demand for accessories with
addilional programs.
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In the Federal Republic of Germany
the regional restructuring of the sales
organization continued. This type of
structure makes it easier to react more
quickly lo customer’s reguirements.

The increased use of personal
computers and other data processing
systems is of great assistance to the
dealer organization. As many as 70% of
all these businesses have appropriate
installations.Videotext 15 used by almost
all dealers. These channels not only
improve internal handling and informa-
ion, but also offer customers extra
services, such as orders at shorl notice or
special financing schemes. From this
system potential buyers of used cars can
oblain information on the entire range
avallable al German BMWV dealers,

As the markels are largely salurated,
replacement demand and, thus, the used
car business 1s becoming increasingly
significant in the sale of new cars and
parts. In the year under review German
BMW dealers sold over 120,000 one-
owner used cars. A comprehensive
service program ensures that these
cars are in impeccable condition. The
elficiency of this area of the market was
increased by close cooperation with
the dealer organization.

The BMW emergency service IS
available around the clock. As more
customers learnt of its advantages, the
service was increasingly used in the
year under review.




Model innovations and model
development

The putstanding event reflecting BMW
model policy iIn 1886 was the introduction
of the new 7 Series. This model marks the
beginning of the lundamental renewal of
the entire range of models and engines
during the next few years. With the 7301,
7301 and 7501 models, BMW has set new
standards among high-performance
Iuxury imousines.

N the top model, the 7501, BMW
presents the first 12-cylinder engine {o be
produced in Germany for 50 years. It is
dlso the world's first engine of this type to
be developed for operation with a cata-

lytic converter. The BMW 7501, like the 7351,

1S also available with an extended wheel-
pase. All models can be liled with cala-
Iylic converlers as standard.

The outstanding technical fealures, as
well as the style of the car, met with public
approval. Shortly after its introduction,
representalives ol eleven trade journals
from Europe, the USA and Japan
conferred on the new 7 Series the “Car
Design Award 1987" for elegant, func-
tional and individual design.

Demand worlgwide 15 consiaerably
higher than the comparable figures for
the preceding model; it even exceeds
BEMW's own high expeclalions.

The range of cars with calalylic
converters was supplemented in the
other model series Iin autumn 1986.With
few exceptions, BMW cars are classed as
having low emission levels. According o
the statutory provisions in lhe Federal
Republic they were exempt from motor
vehicle tax in the year under review. The
share of "cal” models in domeslic orders
rose from 20% at the beginning of the
year under review lo 75% in spring 1987 ;
for some models, such as the 5201, it was
over 90%.

The BMW 3 Series offers the most
comprehensive range in its market
segment. Production, domeslic reqgistra-
ons and exporls all achieved new rec-
ords wilh increases ol more than 10%. In
lhe Federal Republic of Germany, as in
numerous other markels, BMW increased
i1s market share in this calegory, Allo-
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Business Developmeant at BMW

gelher, some 330,000 BMW 3 Series cars
were produced and sold in 1986, more
than ever before of a single BMW model
series.

Demand was particularly high for the
3251 with its four-wheel drive and con-
verlible versions. These cars feature high
performance, balanced handling and
successiul design. In addition, the quality
of these automobiles is emphasized in
the market.

With the 3244d, BMW look advanlage
of the high demand for diesel cars in
many countries. The range of diesel cars
nas been exlended since spring 1986
with the 524d. Like the 5241d, It combines
good performance with high economic
etficiency and low emission levels. The
share 0f diesel automobiles in lotal BMW
sales was almost 12% in 1986.

The coupes of the 6 Series olfer
exlensive modern automobile technol
oqy: new developmenls are integrated
canstantly into its specilicalion. The
M B35 CSi Cat with 191 kW (260 bhp) and
lour-valve lechnology, for example, offers
the perlormance of a sports car with
average fuel consumption of less than
12 liters per 100 kilomelers (more than
23.5 miles per gallon).

BMW consolidaled ils posilion as
Europe’s largesl manufacturer of 6-cylin-
der engines. By the end of the year three
out of four automaobiles were fitled with
these particularly smooth-running, high-
parformance engines.
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Capacity fully utilized, investments
almost doubled

With all plants working to full capacity,
446,400 BMW automobiles were
produced in 1986. The high volume of the
previous year could only be repeated
with additional work, due 1o preparation
far the new 7 Series and the increasing
production volume required of other
model series.

After three years of construction, the
new assembly plant In Begensburg
began operation at the end of autumn
1986 as planned. A tolal of DM 800 mii-
lion was invested in the first building
phase. Initially, the plant will relieve the
burden on the Munich and Dingolfing car
plants; in the long term it will create
capacity lo meet anticipated demand.
The structure of the plant and ils bullding
permits extensions withoul limiling the
optimal sequences for production and
logistics.

The |latest production technology
ensures both high product quality ana
adaptability. The great llexibility of the
installations takes account of the
changing demands in the marketplace;
several models and a large number of
different versions can pe manufactured
simultaneously on a single assembly line.
This permits the economic use of high-
grade production technology, even when
meeling orders with a wide variety of
different specifications. Close coordina-
tion of the logistic processes with the
production structure helps to reduce
storage o a minimum. This avoids the
ying-up of capital.

Further extensive investments were
made in the existing planls in order o
ensure a uniform high standard of pro-
duclion technology.

At the Munich plant, a flexible, fully
automatic production sysliem for high-
performance engines began operation.
A master computer controls tne structure
ol operations, machine loading and
scheduling according to the type and
number of engines to be made.

A total of 36 processing cenlers
completes all stages of work both
independently and accurately, including




the changing of workpieces and tools;
they are linked by an automatic transport
system. An integraled measuring station
initiates corrections, if necessary, and
thus ensures constant quality.

The system requires several com-
puter hierarchies. It 1s an important
component of a computer-aided, inte:
graled production system at BMVW

For the Dingoliing plant, the year
under review was marked by the model
change in the 7 Series. High production
quality took priority over rapid increases
in production figures. The bodywaork is
manufactured in the new, largely auto-
mated hall with a precision not hitherto
achieved.

At the Landshul plant, the production
ol plastic parils was exlended and a new
paint shop for plastic bumpers began
operation. In addition, preliminary work
began for the building of a new loundry;
this will replace the Munich facilities. In a
pilot plant, new methods of casling and
methods of increasing automation are
being tested for series production.

The production capacity for motor-
cycles at the Berlin plant was adjusted to
the anticipated development of the
market. Apart from molorcycles, chassis
and engine parts are manufactured for
automobile production in the Bavarian
plants. At the engine works in Steyr/
Upper Austria, investments focused on
preparalions for the production of a newly
developed engine; the warehouse with
fully automated rack system was
completed.

Progressive production technology
(reat attention was again paid to the
development and testing of new produc-
tion technology in the year under review.
Fluid cell technology, from the aircratft
industry, for the switt and economic pro-
duction of small numbers of pressed
paris, laser technology for cutling sheet
meial, as well as water jets to cut plastic
parts, reached the production slage.
MNewly developed sensaors opened further
fields of operalion for industrial robots.

In order to improve further environmental
protection in the productlion sector, BMW
engineers, logether with suppliers, devel-
oped new technigques which aim 1o avoid
pollutants altogether, Thus, expensive filter
plants, and special systems for the dis-
posal of undesirable residues, are not
reqguired.

Work stations and processes are
designed to satisfy ergonomic criteria at
BMW; the investments made during the
year under review also contributed
towards further progress in this field.

The planning of all company opera-
tions aims to achieve a universal system
of informalion linking development,
design, produchon planning and series
production. BMW has developed its own
CIM {compuler-integrated manufacture)
construction plan and already uses CIM
components in some fields, for example
in the foundry, in model construction
and in the farge press plant. CAD/CAM
(computer-aided design/compuler-aided
manufacture) combinations already bring
noliceable time and cost advantages in
these applications.

As a resull of the close cooperalion
with research institutions and technical
universities, the Company also partici-
pates in trendsetling developments in the
scientific field.

In 1986 BMW AG invested DM 1.7 bil-
llon In ixed assets, compared with DM 0.9
billion in the previous year; invesiments
in the BMW Group rose to DM 2.2 billion.
['he markedly higher volume, compared
with previous years, served in particular
to prepare for the production of new
models, the extension of the new plant in
Regensburg and the Research and
Engineering Center,

Business Development at BhW

Proven cooperation with the supply
industry

The worldwide purchasing volume of
BMW AG rose to more than DM 10 billion
In 1986. This was due to the greater need
for more high-quality parts, the selective
reduction of production processes as
well as extensive investmenls. The prices
of bought parts remained relalively
stable; those of raw materials and energy
even decreased on average.

Raw materials, parts and capital
goods were supplied without disruptions
thanks to the close cooperation with
suppliers in more than 30 countries on all
five contingnts. About 90% of the sup-
pliers are medium-sized companies,

The supply industry played an im-
portant role in the development of the new
7 Series. Joint developments ensured lop
quality and reliability over the entire life
cycle of the new models from a very early
date.

In the supply industry, some 4,000
engineers work for new BMW products.
Innovation and competilive spirit are
promoted by a constant exchange of
knowleage. This partnarship is based on
a high degree of mutual trust and
recognition.

New logistic systems

The particularly economical system

of "just-in-time” delivernies, which has
been introduced at BMW in recenl years,
requires the close cooperation of the
suppliers in planning and communica-
tions. With an extensive data transmission
system, theretore, new ways of directly
calling up producltion malerials are being
developed. In addition, integration of the
syslems permils the exchange of CAD/
CAM data from development, production
and quality control.

The Regensburg plant has been
designed in line with progressive logistic
concepts in order to be increasingly
capable of fulfilling individual customer
wishes, even in the conlext of large-series
manufacture. Production and material
flow are controlled directly in accordance
with iIncoming orders.
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As BMW became more established, as oo #
many as 16 suppliers decided to set up L =T 7 iy |
their own business near the new plant. | S g e MR

This decision is based on the high ) 1 kR PRt |
requirements of the automaobile plants in M ] ) et |

Munich, Dingolfing and Regensburg and Uy 1 % bl el A L

reflects the suppliers’ confidence in
successiul long-term cooperation.

BMW and its suppliers stimulate not
only the economy of Bavana. The Com-
pany purchases about four-fifths of its
materials and capilal goods in the Federal
Republic; thus, over 70,000 jobs are
saleguarded.

Good business development

The sales of BMWAG rose by 5.2% in
1986 lo DM 15.0 billion. This was largely
due to the bnsk demand for new and
more expensive models. Domeslic
business accounted for DM 5.2 billion
and exports for DM 9.8 billion.

sales of the EMW Group amounted o
DM 175 billion, 3.1% less than in the
previous year, This decline is solely due to
major changes in parity and particularly
to the weakness of the US dollar and of
the pound sterling. If exchange rates had
remained as they were, Group sales
would have considerably exceeded
those of the previous year.

The pre-lax earnings of BMW AG
amounts to DM 1036 million. From the
increased net income of DM 338 million,
D 169 million were allocated to
reserves, The Board of Management and
the Supervisory Board propose to the
Annual General Meeting that the balance
sheet profit of DM 169 million be used to
pay oul a dividend of DM 12.50 per share
with a nominal value of DM 50 on the
common stock with full dividend rights
(DM 600 million), as well as a dividend o
DM 6.25 per share with a nominal value
of DM 50 on the common stock with half
dividend rights (DM 150 million).

The new Research and Engineering
Center in the north of Munich is 1o house
all departments under one roof concerned
wilh development, production planning
and logistics. From the earliest stage of
development, all requirements for new
cars can be coordinated in the hesl pos-
sible way. The design engineers are next
door lo the workshops. The most up to
date facilities and a highly developed
information system are centrally available
to all departments.

Just as the physical flow of matenial
has long delermined factory design, the
"Intellectual flow of material” in the devel-
opment of new automaobiles was a major
criterion tor the design and use of the
new bulldings. Thus, the project was
based on a delailed analysis of develop-
ment seguences and communications.

This kind of project is new in the auto-
maobile industry. By the beginning of the
19905, more than one billion DM will have
been spent simply on the office and
workshop buildings without fitlings. The
Research and Engineering Center will
contribute towards further safeguarding
and developing the competitiveness of
BMW cars.
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730i
2986 cc

7135i
3430 cc

735iL
3430 cc

750i
4988 cc

750iL
4988 cc

138 KW (188 bhp)

155 kW (211 bhp)

155 kW (211 bhp)

220 kW (300 bhp)

220 kW (300 bhp)

Elegant lines are typical of BMW design.
Ensuring the make's unmistakable iden-
tity is a permanent aim, Each detall is an
expression of the creative idea like the
quality of the workmanship.

The Model Range

The BMW range of cars consists of four
series currently with 27 basic models.
When including the versions to meet the
specifications of individual countries,
there is a choice worldwide of some 200
cars and a total of 3,000 special fittings
and accessories. In view of this great
variety, the 2,000 or so BMWSs produced
daily are all likely to be different,




316
1766 cc bE kW (90 bhp)

318i
1766 cc 75 kW (102 bhp)

320i
1990 cc 95 kW (129 bhp)

324d
2443 cc 63 kW (86 bhp)

325e
2693 cc 95 kW (128 bhp)

325i
2494 cc 125 kW (170 bhp)

325iX
2494 co 125 kW (170 bhp)

325i Convertible
2494 cc 125 kKW (170 bhp)

M3
2302 cc 143 KW (185 bhp)

518i

1786 cc 77 kW (105 bhp)
520i

1990 cc 95 kW (129 bhp)
524d

2443 cc 63 kW (86 bhp)
524td

2443 cc 85 kW (115 bhp)
525e

2693 cc 95 kKW (129 bhp)
525i

2494 cc 110 kW (150 bhp)
528i

2788 cc 135 kW (184 bhp)
535i

3430 cc 136 kW (185 bhp)
M 535i

3430 cc 136 KW (185 bhp)
M5

3453 cc 210 kKW (286 bhp)

628 CSi
2788 cc 135 kW (184 bhp)

635 CSi
3430 cc 136 KW (185 bhp)

M 635 CSi
3453 cc 191 kW (260 bhp)

May 1987

R 65
650 cc 20/35 kW (27/48 bhp)

R 80, RT, G/S
f88 cc 37 kKW (20 bhp)

R100 RS
980 cc 44 kW (60 bhp)

K75 C,S
f40 cc 55 kKW (75 bhp)

K100, RS, RT, LT
987 cc 66 kW (90 bhp)

BMW motorcycles - like the cars -

have a characteristic form. Customers
can choose between twelve basic
models and over 150 special fittings and
accessories, The motorcycles of the

R Series have 2-cylinder flat twin engines,
those of the K Series 3- and 4-cylinder
in-line engines.



Report of the Board of Management

Demand for new motorcycles again
decreased worldwide in 1986. Some
955,000 units were sold in the most
important countries, 14% fewer than in the
previous year and 40% fewer than five
years ago when demand was highest.
The favorable development of the world
economy has not yet influenced the
motorcycle markets.

However, there were variations. While
sales declined in large markets, such as
the USA, Japan and ltaly, they increased
markedly in France and Spain. As a
whole, the structure shifted further
towards motorcycles over 500 cc, the
fraditional market segment of BMWY.

Registrations of new BMW motor-
cycles rose worldwide by 3% to a new
record level of some 35,000 units. They
have increased steadily since the range
of models was exiended by the K Series
in 1983.Thus, in contrast to the market
trend, BMW gained new customers.

The previous year's figure was also
exceeded slightly in the Federal Republic
of Germany. While the market continued
to be weak, the BMW share rose to 12.3%

compared with 11.8% in the previous year.

Every third customer buying a motorcycle
above 750 cc decided on a BMW: it
continued to lead in this competitive field.

AS In previous years, three-quarters of
the motorcycles produced were sold
abroad. BMW’'s market share rose world-
wide from 3.1% to 3.7%. The largest
export markets for BMW motorcycles
remained the USA, ltaly, Great Britain and
France: they accounted for almost 60%
of all new registrations abroad in the year
under review.

The Motorcycle Business

In the United States, the most important
sales market for motorcycles, 800,000
motorcycles were sold five years ago. In
1986 demand dropped again by some
20% to 335,000 units. BMW increased
sales slightly to 5,800 units; this was
particularly due to the success of the K75
Series.

BEMW motorcycles are being used
increasingly by authorities because they
are reliable and easy to maintain. In the
year under review, 3,100 motorcycles
were supplied to various authorities in
over 40 countries, the highest annual
figure for ten years. The range for this
segment of the market is aimed to meet
the most varied requirements. The proven
motorcycles with flat twin engines con-
tinued to be particularly in demand; their
share amounted to 83% in the year under
FEVIEW.

In the range from 500 (o 750 cc BMW
offers K 75 motorcycles with 3-cylinder
engines and the revised R 65 with a
2-cylinder flat twin engine. These motor-
cycles were first available for the 1986
sales season; worldwide they achieved a
3% share of the particularly competitive
market for medium-sized motorcycles.

Every seventh motorcycle above
750 ccwas a BMW, this is the highest
waorld market share in modern BMW
maotorcycle history. BMW offers large
motorcycles with two engine concepts:
the 4-cylinder models of the K100 Series
which —like the K75 — are designed to
meet the highest technical demands, and

the B 80 to B 100 RS with twin flat engines.

An exiensively fitted touring model,
the K 100LT, was introduced in the K100
Series. From autumn 1987 an electronic
anti-lock braking system will be available
for motorcycles of this series: this system
is absolutely new worldwide. The high
technical standard of these motorcycles
s also evident from the environment-
friendly, low-consumption electronic fuel
injection with thrust switch-off; this is also
used in the K75 Series. Modern car tech-
nology is used for the motareycle
wherever it is expedient and possible,

The production of BMW motorcycles
was cul back to 32,000 units in the year

24

under review in order to take account of
the development of the markets. This
makes the value of the motorcycles more
stable and increases the customers'
confidence in the make.

BMW molorcycles, parls and acces-
sories are sold by BMW Motorrad
GmbH+ Co. with its registered office in
Munich. Sales in the motorcycle business
were again well over DM 400 million.

Investments of some DM 30 million in
the Berlin plant were used to prepare for
the manufacture of new model versions
and to expand the parts manufacture for
car production in the Bavarian plants. At
the end of the year 2,100 people were
employed in the motorcycle business not
only in the Berlin plant but also in the
development division and at BMW Motor-
rad GmbH+ Co. in Munich.

slem introduced

The anti-lock braking sy
in BMW motorcycles for the first time has
decisive advantages for motorcyeling

— doa VAL 3 Lo 1 omy FPLEY | : i
satety. With this system the danger of

wheels locking, usually resulting in a fall,
I8 excluded. When driving in a straighl line,
maoloreycles fitted with an anti-lock brak
INg system can be braked quickly and
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BMW motorcycles again received
numerous distinctions In the year under
review. The readers of the magazine
“MOTORRAD” Europe’s largest special-
ized journal, voted the K100 RS “Motor-
cycle of the Year” for the fourth succes-
sive year; the R 80 G/5 was voted the
“Enduro of the Year” for the sixth time. In
Japan the K100 RS was the first foreign
motorcycle to be awarded the rare
distinction of the "G-Mark™ for high
product guality by the Ministry for Inter-
national Trade and Industry (MITI).

The range of models has all the pre-
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requisites for continued success in the lors (3) until tl ieel continues revolving.
market segment of top-gquality motor- NS process 1s repeated up 1o seven
cycles. Intergst in motorcycling as a Imes per sec g as the nder
leisure activity continues; this is shown by  generales [he essary brake p LT
the high number of motorcycles regis- and the molorcyele s travelin han
tered and the demand tor used machines. 4 km/h {Z/ mpn).
This is three to four times higher than the he senst irdelects how guickly
number of new registrations. wheel 1s turning by sensing the pulse

As customers become more aware of  generalor gearwheel,

costs, and product quality improves, mo-
torcycles both last and are kept longer.
In the medium term, however, demand Is
expected to be stimulated more by the
need for replacements.



Reporl of the Board of Management

The automobile business

Economic development in the Western
industrial nations as a whole was not
parlicularly dynamic in the first few months
of 1987, In the Uniled States economic
growth remained contained:; in Japan it
slackened markedly because exports to
the USA decreased due to changes in
parity. Only the Western European coun-
Iries provided impulseas, and here these
were due parlicularly to private con
sumption. The drop in value of the US
dollar as well as the aecline of exporls 10
the OPEC and threshold countries,
however, checked the recovery process.

Nevertheless, the overall economic
climate is still favorable for the auto-
mobile business. Inflation rates are low
worldwide; oll prices have stabilized. The
real incomes of private households are
still increasing. At the same time the trend
towards lower interest rates has con-
tinued. The conditions are nght for con-
tinued growth of real private consump-
tion and, therefore, of car demand.

World economic development,
however, 1s not entirely free of risks in
1987 The situation in the USA continues to
be precarious because of the unsolved
deficit problems in the national budget
and n the current account. Meanwhile,
the dollar is no longer overvalued bul a
further decline cannot be excluded. This
causes additional uncertainty about other
countries’ export prospects. The high
indebtedness of the threshold countries,
due to the continuingly low prices of raw
materials, will have negative repercus-

sions on the international banking system.

For a highly export-oriented country,
such as the Federal Republic, special
risks are 1o be seen in the increasingly
protectionist trends in world trade. This
applies especially to the German auto-
mobile industry with an export share of
about 60%.

In view of the sustained growth of real
incomes, it is assumed that demand for
cars will continue to be high worldwide.
The American automobile market will
weaken afler the boom years, but in
Europe registrations are expected to nse
further.

Outlook for 1987

In spite ol the German automobile indus-
try's good starting position, the chances

have decreased of the favorable develop-

ment continuing. On the one hand, after
the immense growth of past years,
activity on the large sales markets is
expected to subside for cyclical reasons.
On the other hand, the abrupt and sub-
stantial devaluation of the dollar, as well
as the cost increases connected with col-
lective wage agreements, have put the
compelitiveness of German manufac-
lurers under considerable pressure both
at home and abroad.

The previous year's record figures are
not likely to be achieved on the German
autamobile markel for same time.
Because car purchases were broughtl
forward for tax reasons at the end of 1986,
car demand has partly been met in
aavance. Nevertheless, considering the
high slarling level, 1987 will be another
good year for the automaobile. The situa-
tion 1s similar for exports; their devel-
opment will be slowed, not only by eco-
nomic factors, but also by currency-
related difficulties. Therelore, automobile
production in the Federal Republic will
fall short of the high volume of the pre-
VIOUS year.

Outlook for BMW

In the year under review BMW made
preparations to utilize the potential of the
markets 1o greater advanlage in years to
come and, thus, to safeguard and
develop the Company’s position on world
markets.

The Company aims lo continue to be
economically successful by concentrat-
ing on the upper segments of the market,
After years of rapid growth BMW has
largely achieved the competitive position
It requires. Future activities will, therefore,
concentrate on expanding this position
gualitatively,

BMW develops and produces aulo-
mobiles, motorcycles and engines for
fastidious customers throughout the
world. Since the introduction of the new 7
series, BMW cars have been increasingly
in the forefront of public attention. This
applies particularly to the 7501 with ils
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12-cylinder engine, which will be intro-
duced on the world markels in summer
1987 The new 7 Series car sels the pace
for luxury hmousines.

The renewal of the entire range of
models and engines in the next few years
will contribute to the Company’s con-
tinued success. As in the past, BMW cars
will offer driving pleasure due to excellent
performance and individual design. The
most exacling demands of qualily, salety
and environmental compatibility will
continue to be met.

The new Research and Engineering
Center ensures that BMW will be able to
develop and produce cars with trend-
setling technology. With the new auto-
mobile plant in Begensburg, the Com-
pany's development achievemenls can
be turned Into markel success. This plant
will first relieve the workload at the
Munich and Dingolfing factories, which
have operated beyond capacily lor years.
Subsequently, it will creale the capacity
particularly to cope with the increasing
demand for higher-grade models.

As in the year under review, the
volume of investments will be extremely
high during the next few years. Substan-
lial amounts will be used to renew the
range of models and engines. The plants
are being renovated and altered con-
stantly in keeping with the latest lechnical
standards; great slore is set by the further
modernization of work stations.

In view ol the existing and scheduled
structures of the model range, develop-
ment, production and the marketing
organization, there is every reason {o be
confident that BMW will continue to be
successiul despile increasing competi-
tion. The entire Company is oriented
towards this aim.




A BMW Dealer
INn France

The history of Bayerische Motoren Werke began some 70 years
ago. Since then it has grown from a small warkshop for aircraft
engines to an international automobile group. Apart from the fasci-
nation of the actual products, at all times and at all levels of the
Company, outstanding personalities have contributed with great
enthusiasm to the development of BMW,

They are not only in the management floors, the design engi-
neers’ offices, the workshops or the marketing departments of the
Company. The local representatives, the dealers, also contribute
substantially to the success of the BMW make in more than one
hundred countries throughout the world.

The number of these dealers has increased by almost two-
thirds in the last 20 years. Production and sales of automobiles,
however, have increased six-fold during this period. Group sales
grew 23 times from DM 750 million to DM 17.5 billion.

The Company's dynamic nature affects the dealers in a variety
of ways. Not only has the number of vehicles to be serviced by
these businesses risen considerably in the last few years. Also the
customers'wishes, as well as highly sophisticated car technology,
make increasing demands on the deaiers,

Philippe Dagut is one of them. His firm, “Brienne-Auto” has its
headguarters in Bordeaux. "Brienne-Auto” is nejther the largest
BMW dealerin France nor the smallest. It is not the youngest but
certainly not the oldest. Philippe Dagut's "Brienne-Auto” is one of
many possible examples that show how entrepreneurial individual-
ity and the identity of an international make can be successfully
combined.
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The man.
The firm's driving force.
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Philippe Dagut grew up with cars. His father deall in those French
carsthat made a name for themselves with luxurious suspension
comfort and extravagant design. Here, with his training as sales-
man, Dagut laid the foundations of his present occupation.

For his own firm he opted to represent BMW.When asked the
reason, he likes to point to the market opportunities of these cars in
the Gironde district with its center at Bordeaux. His deliberations
are determined by supply and demand and by value for money:
Philippe Dagut is a businessman of the modern school. That is
nat all. When talking to him it becomes clear that he gains emotion-
ally from being involved with a make with which he can identify
himself,

Female BMW drivers, so the statistics tell us, are mostly self-
confident and ambitious. This applies to Madame Stéphanie Dagut.
At"Brienne-Auto" she is concerned with everything that happens
after a car is sold. At the same time she is the boss's dedicated and
tactiul deputy.

Like her husband, she spends eleven to twelve hours each day
in the business. Apart from the weekends, she also keeps\Wednes-
day free for their daughters Valérie and Marie. Both attend a day
school in Arcachon, the Dagut's home.
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The pusiness.
Many contribute to success.

“Brienne-Auto” began operations in Bordeaux in May 1985. It

covers an area of 10,000 sg.m., 2,000 sg. m. of which are under |
cover. The architecture is purpose-oriented but nevertheless indi-

vidually and attractively designed. The technical installations are

the very latest. The showroom is friendly and elegant. .

Several million francs were invested in the business.“We
planned everything very carefully”, reports Dagut. The crisis that
was such a burden on the French car trading branch in the year
“Brienne-Auto” was founded involved unforeseen risks for the firm.
Nevertheless, the undertaking proved successful. The firm is
flourishing and in 19886, its first full business year, more new cars
were sold than by the average French BMW dealer.

Dagut’s plans go far beyond present achievements although
expansion is not his top priority. "BMW drivers expect not only a
perfect product but also perfect service”, he says with conviction.
Theretore, prompted by the rapid growth of the firm, he has :
increased his staff from 24 to 33 in the last two years.

Philippe Dagut is confident his customers appreciate the
advantages of the best possible service in the long term and are
prepared to pay for it. At“Brienne-Auto" great store is set by “la
competence”which Dagut promises the public in Bordeaux and its
surroundings.

Dagut attaches great importance to his staff's willingness to
work for the commaon good. As a mark of his appreciation, for the
special efforts required in the firm's early months, he invited them
to a skiing holiday in the Pyrenees in March 1986. He sees himself
and his staff as a competitive sports team: a flexible hierarchy with .
efficient cooperation.
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The marketing organization.
Efficiency through
close cooperation, |




Today’'s automobile dealers depend on a functional network in
order {o remain competitive. They require a logistic system which
ensures a constant supply, not only of cars and parts, but also of
information and professional expertise.

BMW France, one of the BMW Group’s fourteen marketing sub-
sidiaries, plays this role for BMW dealers in France. From its head-
quarters in Bois d'Arcy near Paris it coordinates the marketing of
BMW products in France. The company supports the dealers with
information, service functions and training. Technology, marketing
and economics interlace,

The presentation of a new model is always a special event. In
September 1986 the new 7 Series car was introduced in Cannes to
more than 4,000 BMW dealers from all over the world. For BMW
rrance, like all other BMW marketing companies, the introduction
of new cars always requires extensive preparations.The
employees in the dealer organization have to be familiarized with
the new technology, the supply of spare paris has {o be assured in
good time and technical facilities must be extended.

Because of this, in the last quarter of 1986 alone, BMW France
invited dealers to thirteen seminars on the new 7 Series car, As
head of "Brienne-Auto”, Philippe Dagut visited some of these
events himself. He sent his sales, customer service and body
repairs staff to others."Brienne-Aulo”, like the other BMW dealers
throughout the world was, therefore, fully prepared for the delivery
of the first new cars, as BMW customers would expect,




Bernard Badets
owns a boatyard.

The customers.
Individuality has
something in common.

Jean-Michel Fourquet plays the trombone in the Bouldy father and son run a small,
“Orchestre de Bordeaux-Aquitaine”. idyllic vineyard.




Geérard Despagne is the mayor of Montagne
near St. Emilion.

Wine connoisseurs from all over the world meet at the
"Chateau Yguem” of the Comte de Lur-Saluces.
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What have the Bouldy father and son who run the small vineyard of
"Bellegrave” in common with Jean Layraud, the director of an
import and export firm who travels on business in Africa almost as
much asin his native Garonne? They drive BMWs and are custom-
ers of Philippe Dagut.

Many BMW drivers put their trust in Philippe Dagut for the
purchase and maintenance of their cars. They come from every
walk of life. For example, Jean-Michel Fourgquet, who lives with his
family in the romantic old part of Bordeaux, is a professional
musician; he is a member of the “Orchestre de Bordeaux-
Aquitaine”. In contrast, Gérard Despagne is the mayor of Montagne
near St.Emilion. Apart from his public office, he is kept busy with his
vineyards, whose products are exported to countries in Europe,
such as Denmark, the Netherlands and Switzerland, and also to the
USA,

Bernard Badets also buys his BMW from “Brienne-Auto”. Only a
few years ago he made boat varnishes. Today, he owns a boat-
buillding yard. In addition, he has built up other small firms that
make sails and boat trailers. Dagut’s circle of customers also
includes Alexandre Comte de Lur-Saluces. The wines of his
“Chateau Yguem" bear the exclusive ratings “"Premier Grand Cru"
and “Premier Grand Cru Classé" They are the most famous of the
“vins liquoreux” of the Sauternes. The Comte's ancestors had
supplied the noblest houses - the Bussian Czar's court and Ameri-
can presidents — with select wines.

It there were a typology that could do justice to all Dagut's busi-
ness partners, it would have to orient itself on the character of the
Bordelais and its inhabitants. BMW drivers are generally con-
sidered committed and cosmopolitan; they tend to lead full lives.
However, having these characteristics in common has nothing to
do with uniformity. This is shown by Philippe Dagut's cusiomers.
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SRIENNE AUTO

Philippe Dagut is a BMW dealer whose success is due not only to
the product but also to his personal commitment and style. How-
ever, his chosen path is not the only one to lead to this goal. He is
not the only dealer to make BMW successful in Bordeaux.

In Merignac, outside the city, Fatrick Mercier runs another BMW
business. The firm covers an area of 9,500 sg. m. with buildings
accounting for 2,700 sg.m.; 40 people are employed there. This
firm is also strongly influenced by "“le patron”who expresses his
personality in guite another way.

Whereas Dagut supports transparency and spaciousness in
architecture, his colleague Mercier preters the clarity of plain struc-
tures. Despite the outward similarity of both dealerships, part of the
commitment to BMW, there is still room for individuality. Both men’s
ideas on management and company aims have their persenal
touch.

The customers of Bordeaux endorse the path chosen by each
dealer. Both Patrick Mercier and Philippe Dagut are successful
companies.
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TWD of many.
Different paths lead
to the same goal.




The dynamic nature of the Group.
Opportunity and challenge
for the dealers,

Some 30,000 new BMW cars and over 2,000 motorcycles each
yvear reach their owners through the dealers in France. Thus, the
“Grande Nation” ranks third amongst the Company’s export
markets. Altogether, 165 dealers represent the make in France.
They belong to an arganization which, 20 years ago, sold 70,000
BMWSs annually through 2,700 businesses worldwide. Today
450,000 cars are sold annually through 4,400 dealers.

The growth of the Company was linked with the extensive
widening of the model range. BMW has established itself in the
upper segments of the automobile market. While the 1500 and
2000 BMW models represented a narrow market slot in the 1960s,
today the BMW 750i, with its 12-cylinder engine, is considered the
top product of the international automobile industry.

BMW dealers throughout the world take advantage of the
opportunities offered. They show they are fully capable of meeling
the challenge involved in the Group's development. The satis-
faction of their customers IS convincing proot.

AT 'l“""l-i'lu:]. -
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Raport of the Beoard of Managemen|

BMW automobiles, motoreycles and
engines are developed and manufac-
tured by means of progressive, high-
quality technology. As the efficiency of the
automaobile industry increases worldwide,
the Company can maintain and develop
Its competitive edge only by the selective
application and universal use of every
technical possibility.

Therefore, BMW 1s bringing all the
departmenls involved in car develop-
ment, production planning and logistics
under one roof in a Research and
Engineering Center. Its architecture and
facilities will permit new forms of co-
operation between the various fields
according to the principles of project
management,

This large-scale project improves
efficiency through close cooperation in
every phase of the development process.
Development times will be cul, reactions
to meel new requirements speeded up,
costs reduced and product quality further
enhanced.

The first stage of construction was
opened at the end of 1986 ; the second
followed in spring 1987. This center is a
milestone for automobile development at
B MW,

Research
and Development

New 7 Series sets standards in
essential product features

With the new cars of the 7 Series, intro-
duced in autumn of the year under
review, BMW emphasizes its outstanding
position in the automobile industry. The
cars' special features are singular har-
maony of form, perlormance and comfort.

The range consists of three models:
the 7301 and 7351 with high-power
b-cylinder in-line engines; they have
been specially designed for operation
with catalytic converter. This has involved
extensive further development work. The
top model, the 750i, is filted with a com-
pletely new 12-cylinder engine. The 7351
and 7501 models are also available in an
exlended wheelbase version,

The large number of technical inno-
vations introduced in these cars met with
widespread approval in the trade. They
will gradually be integrated into other
model series: moreover, they provide
impulses for the entire range of aulo-
mobiles at the top end of the market.

Progressive technology, such as CAD
and CAM, was used extensively in the
development of the new 7 Series. The
bodywork was entirely the result of CAD.
The developmen! data could, therefore,
be processed direclly for the production
of prototypes and tools.

The car looks elegant and dynamic
and has excellent, balanced aerodynams-
Ics. The low drag has been achieved
without cross wind sensitivity, lift forces,
restricted vision or limited door entry.

The bodywork's great rigidity largely
prevents vibration; thus, the car has all
the essentials tor greal comfort as well as
for the exact coordination of the front and
rear axles, The result is an excellent

The large b-cylinder BMW engines are
fitted with improved electronic engine
control. The third generation of Motronics
also takes account of engine data relat-
ing to wear and tear; mixture and ignition
adjust independently of the engine speed
in the most efficient manner.

Performance, engine power and
smooth running have increased asa
resull of newly designed cylinder heads
and combustion chambers, At the same
time considerable progress has been
made with regard to economic efficiency,
reliability and environmental protection.

The 3 liter engine with catalytic con-
verter has an output of 138 kKW {188 bhp)
and accelerates the carfrom 0 1o 100 km/h
(62 mph) in 9.4 sec. In the three-cycle
average according to DIN, fuel consump-
tion amounts to 11.1 liters/100 km
(25 mpqg). Only minimal quantities of pol
lutants are emitted because controlled
catalytic converters are standard fittings
in markets with unleaded fuel,

With the 12-cylinder version BMW
offers an unusually smooth-running
engine with outstanding performance. Its
special features include the completely
independent systems for fuel mixture and
ignition for both rows of cylinders, and the
engine's low weight, for ils size, of only
240 kg (529 Ibs). High reliability is
achieved through sophisticated technol-
ogy and the multiple protection of major
functions.

chassis with safe handling characteristics
that are outstanding in the top calegory of
cars.

The cars of the 7 Series have extreme-
ly low noise levels. This is due to exten-
sive developments to minimize bodywork,
drive shaft and chassis noise.While the
outer dimensions are compact, the gene-
rously dimensioned inferior contributes
towards travelling comiort.
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' LR The typical BMW form of round twin
headlights has been maintained, provi-
ding maximum light and precise road
iHumination.,

[he BMW I12-cvlinder enaine witl The front bumper system has not only
large capacity and exc L perlorman hydraulic shock absorbers but easily re-
has the advantage of small eylinder units: placeable deformation elements known
lhe forged crankshall has lwelve counle as impact boxes. | hey prevent damage to
welghts and seven bearings. With (his bearing parts up to an impact speed of
lesian | ngine runs with virtually ni 15 km/h {9.3 mph}.

alions The newly developed seat belt system

e enagine block s ol an aluminiun contributes considerably to the passive
oy, Using a special causlic process safety of the large BMW limousines. The
arlicularly hard silicon cryslals are height of the shoulder belt Is agjustea
uncovered in lhe slideways: thus, cylindes automatically for driver and front pas-
liners are nol reauired. Togelher with iron senger, depending on seat position. In
coaled pistons, this means decisi the back, a new ergonomic seat belt
idvanlages lor resislance o wear and lo system guarantees optimum belt opera-
welghl, tion and easy handling at all times.
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An extremely high level of quality was
achieved betore series-production
began. This was due to the close coope-
ralion of all divisions of the Company and
of suppliers. Separately assembled and
checked components, such as dash-
boards and doors, not produced on the
assembly line, also contribute to this. The
Cars were lested in exlensive senes of
rials in laboralories, on test slands and
on the road; their production was
prepared wilh intensive care.

With its individual torm, high guality
and reliability, not to mention its excellent
performance and handling, the new7
series car has been designed to meel the
maosl exacling demands.

Model updating with environmental
protection and safety in mind

Ihe ather model series were further
improved, The comprehensive range of
automobiles with low emission levels was
supplemented by additional versions.
since late autumn the 320i and 325i
models — including the four-wheel drive
version and the converlible - as well as
the 520i have also been available with
catalylic converters. This also applies to
the M 3 and M 635 CSi cars with four-
valve technology. In spring 1986 the 524d
was introduced with a 6-cylinder diesel
engine.

BMW aulomobiles feature high levels
of aclive and passive safety. An electronic
anti-lock braking system is among the
standard fittings of the 6 and 7 Series as
well as of eight models of the other
series; the anti-lock braking syslem can
be supplied in all 6-cylinder models, The
alrbag is available for the enlire range.

In the year under review the 3251 con-
vartible, and the M 3 which had already
been infroduced in 1985, went into series
production. The 4-cylinder engine ol the
M 3, derived from the BMW Formula 2
engine, has four valves per cylinder, With
a catalytic converter it has an output of
143 kW (195 bhp). Combined with a sport-
Ing high-performance chassis, the M 3
provides a suitable basis for use in tour-
Ing car sports in accordance with Group
A regulations.

——n

New BMW test track in Miramas

The high demands on BMW cars make
thorough testing and coordination of all
components, as well as the entire auto-
mobile, indispensable, After testing In
laboratories and on test stands, therefore,
newly designed models are further tned
and developed on a lesl lrack where
condilions can be largely reproduced.

With the increasing variety of models
and the more complex car technology
Involved, the necessary tests weare
increasingly exceeding the scope of the
lesl track and measuring facilities near
Munich, Thus, BMW bought a second test
area. The former track of a French tire
manufacturer in Miramas in the South of
France covers 312 hectares and has,
theretore, an area five times that of the
Munich proving ground. It is also suitable
for long-term testing and, because of the
mild climate, can be used virtually all the
year round.

The high-speed track and streiches
for testing car handling can be extended;
lhere is room at Miramas for areas for
testing dynamics and for special tracks.

BMW research

Apart from the current series develop-
ment, BMW engineers work intensively on
the drive concepls and tratfic information
syslermns of the future.

In addition to alternalive drive
systems, such as the electric motor, the
possibilities of using new fuels, partic-
ularly hydrogen, are being tested. The
combustion of hydrogen produces only
steam and negligible guantities of nitro-
gen monoxide,

In July 1986 a hydrogen-operated
BMW 7451 was introduced jointly with the
Deutsche Forschungs- und Versuchs-
anstalt fir Luft und Raumfahrt {an institu-
tion thal specializes Iin air and space
research). This is Europe’s firsl experi-
mental car in which hydrogen is stored in
liguid form and is injected directly into
the combustion chamber according 10
the principle of internal mixture.

Of all the developments currently
known, this concept promises to be the
moslt successful in the long term as
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regards lank weight, costs and perform-
ance. 5o far the project studies based on
the new 7 Series indicale a range of

400 km (250 miles) with a tank weighl ol
100 kg (220 Ibs) including fuel. However,
cars for daily use cannol be expected for
some iime o come,

Within the framework of the EEC's
research iniialive "Eureka”, BMW is
participating in “Prometheus”, a joinl proj-
ect of the Eurcpean auiomobile industry
with the cooperalion of independent
research organizations. lts aim is lo

“manage” the Iraffic of the Tuture with

highly developed information technology.

In this project, the very bases ot infor-
malion systems of relevance (o road
salety are being sludied. | hey concern
the reciprocal relationship of driver and
vehicle for active salety, as well as
comprehensive guidance, information
and communications systems for road
traffic. The project also focuses on
environmental protection; fuel consump-
lion and drniving comiort,

In 1986 the project was in the defini-
fion phase; this forms the basis of the
seven-year implementation phase start
Ing on October1,1987.




Reporl of the Board of Management

Workforce
and Social Report

Al the end of 1986 BMW employed some
58,000 pecple worldwide. 51,600 wera in
the Federal Republic, 3,800 more than in
the previous year. In Germany alone,
more than 12,000 new jobs have been
crealed since the beginning of the 1980s.

Additional employees for new tasks

At the Regensburg plant, which became
operational in late autumn 1986, 1,100
new positions were filled. Now some
1,800 people work there. The workforce al
the Dingolfing plant increased by almost
1,000. This was the result of new start-ups
and an increasing variety of car versions
and fittings. The workforce at the Munich
plant remained the same as in the pre-
VIOUS year.

An additional 750 staff were engaged
in the technical divisions at headquarters
and in central data processing to
advance the development of new prod-
ucts and production technigues and 1o
further rationalize organization. Increased
marketing activities also required addi-
tional personnel.

A further 1,000 positions were slill
vacant at the end of the year. This is due
to the concentration of high-tech indus-
tries in the Munich area. Engineers, com-
puter scientists and measurement techni-
cians, as weall as skilled manpower with
industrial training, are extremely difficull
o find.
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Changed structure of the workforce
Research and Development has been
expanding intensively for years. Conse-
quently, the proportion of salaried
employees with university or technical
college qualifications has increased con-
siderably. Al the end of 1986 every third
employee - a total of some 5,000 - had
qualifications of this kind. The level ol
training has also risen amongst the wage
earners. They account for 63% of the
workforce; some 23% of all wage
earners are of non-German nationality.

The average age of the BMW work-
force hasfallen by 0.4 of a year to 36.2
years due (o the large increase in num-
bers in the year under review,

Labor turnover remained unchanged
compared with the previous year. The
sickness rate declined shghtly. This also
applies to cases of Injury as a whole; the
number ol industrial accidents that had to
be reported rose slightly.

Training and further training oriented
to future needs

In future, the Company's compelitiveness
will increasingly be determined by the
performance and qualkifications of the
workforce. As a result of discernible
demographic developments, it will be-
come even harder to find qualified man-
power in the future; competition will grow
between companies. BMW is therefore
using new melhods o recruit suilable
employees and I1s stepping up schemes
to familiarize them with their work and to
upgrade their qualificalions.

This also applies to initial vocational
training. In 1986 the number of places for
apprentices was again increased. At the
end of the year there were some 2,600
apprentices, trainees and employees
undergoing job conversion at BMW AG,
11% more than in the previous year.

More young people than ever before,
almost 800, began training in the year
under review; 660 passed their final
examinations. Most of them are now
employed at BMW. The first young people
from the Regensburg area have com-
pleted several years'training at the




Social Expenditure of BMW AG
in million D

Legal and Collective Social Expenditure
social securily contribulions

Sick pay

Paid public holidays

Colleclive vacation pay (50 %)

Capital savings paymenis

Other collective payments

Collective part of 13th month wages and salaries

Operating Social Expenditure
Canteens, travel expenses,
housing subsidies, health care, elc

Additional Social Expenditure
Old age pensions and benefits
Christmas bonus (voluntary parl),
special payment and profit sharing

Other benefits, such as long-service and loyally

premiums, ime off, financial savings plan,
addilional vacation, etc.

Total

Workforce Development

BMW Group (worldwide)

Foreign subsidiaries
Domestic subsidiaries

BhMW AG

thereof;

Head office and Munich plant
Lingolfing plant

Landshut plant

Regensburg plant
Molaroycle division

BMW regional offices

43

1986

416.7
91.6
96,1

115.4
23.9
19.5
72

835.3

70.9

&54.8

214.2

39.4

339.1

1,245.3

1986

o8,062

6,479
864

50,719

26,146
17,476
1,334
] a8
1,974
2407

1985

3744
85.0
a7.3

111.6
22.5

1 7.4
B0.7
759.2

63.4

S0, 1
351.8

1,174.4

6,148
963

46,814

24 8950
16,482
1,160
234

2 1 Lka
1,883

Dingolling plant and are now part of the
dedicaled team at the new plant.

Almaost 70 full-time and 640 part-time
irainers ensured the well-known high
level of training. BExpenditure on initial
fraining amounted 1o DM 50 million in
1986, about one-fifth mare than in the
previous year,

In order to make it easier for young
foreigners to obtain job qualifications in
lhe industrial/technical sector, EMW has
run a promotion scheme since 1983
which accompanies training. This project,
promoted by federal research funas,
came to an end in the year under review:
the experience gained from it will be
integrated into future schemes.

For years labor, management and the
legisiature have endeavored jointly to
reorganize the structure of electrical and
melal-working jobs in industry. The prep
aralions were completed in 1986. As a
result, an appropriate ordinance was
adopted at the beginning of 1987 Il lakes
account of the changed technical, social
and organizational requirements that
demand flexibility on-the-job and an all
round approach. In an exemplary manner,
EMW tried out the new qualitied job ol
production mechanic even betore the
regulations came into force.

As part of a promotion scheme, young
people with final secondary school
leaving certificates are trained as CAD
technicians in order to staff the design
departments of the fulure. When qualified,
they assist the Company’s highly special-
ized design engineers.

A new concept that adapts measures
to improve qualifications to meet the
Company’s [ulure reguirements maore
closely was put into practice in the year
under review. [{ distinguishes between
further education of a personal nature
and upgrading that is orienled towards
requirements and the workplace.
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Preparation for the application of the
latest technology took pricrity among
further fraining schemes. There were
5,700 participants in executive training;
the main topics were new forms of co-
aperation and management as a conse-
quence of technical change. Allogether,
35,700 employees look part in some
4,500 training schemes for which BMW
invested about DM 29 million, without
taking account of the non-productive
Lime involved.

BMW's "Larnstatt" model for solving
problems in groups contributed towards
increasing the high standard of quality
even further and towards ensuring il for
new slarl-ups.

A growing number ol employees pro-
vided innovalive solutions as part of the
Company's suggestion scheme. Some
4,400 suggestions were submitted, 9%
more than In the previous year. The
number of suggestlions put into practice
also increased. Awards averaged
D 2,000; this is the second highest
amount in the German automobile
industry.

BWMW is aware of ils social responsi-
bility and supports employees who are
active in social, economic and political
groups.

Changed technology demands new
work structures

New technology and work structures
iIncrease the economic efficiency in all
sectors of the Company. By streamlining
the flow of work, resulls are improved al
the same time. This usually means that
employees are relieved of routine activ-
ities while the content of their work
Increases.

The number of display units, an impor-
tant indicator of the spread of computer-
aided working methods, rose by 30%

o 7700 in 1986, seven times as many as
at the beginning ot the decade. Their
use increased above average at the
workplaces of highly qualified staff, for
example in the design departments and
commercial sections,




Flexible working hours

The increasing amount of capital invest-
ed perworkplace, and the decreasing
number of working hours negotialed by
collective agreement, mean that plant
operation and personal working hours
have to be separaled. Only betler utiliza-
tion of capital-intensive plants will enable
German indusiry to continue to be suc-
cessful in the face of international com-
petition in spile of its high labor costs.
More flexible personal working hours
make it easier ro recruit specialists and
skilled manpower.

They also cater for the wishes of the
workiorce. Account was taken of these in
the year under review as long as they
were In no way delrimental to the
Company’s interests. The number of part-
time employees rose by over 40% (o 900
In 1986 compared with the previous year;
they worked an average of 28 hours per
week,

In addition, the opportunity of flexi-lime
was extended wherever feasible. The
number of employees who took advan-
tage of this rose by 2,000 to a total of
9,000. The extent to which this wide-
spread form of flexible working hours can
be intfroduced to production-related
sectors is currently being studied.

International personnel work was
iIntensified with the aim of having a
uniform personnel policy in the Group,
while taking account of national factors.

Workforce expenditure and additional
benefits
Compared with 1985, lotal expenditure of
BMW AG on the workforce - wages and
salaries, social contributions, old age
pensions and benefits - rose by 8.7% to
DM 317 billion. Apart from the growth of
the workiorce, the 4.4% rise in collec-
ively agreed wages and salaries from
April 1,1986 conlribuled to this increase.

Wage-relaled additional cosls were
almost as high as the actual wage cosls.
This is one of the reasons why the
German automobile indusiry heads the
list in an international comparison of total
wage cosls.

In addition 1o the profit share paid ouf
for 1985, employees again received a
non-recurring special payment as a sign
of appreciation of their cooperation in the
yvear under review. These accounted for
expenditure totalling DM 108 million.
Expenditure on Christmas bonuses
increased by DM 16 million to DM 162
million: DM 72 million of this were
collectively negotiated and DM 90 million
were volunlary payments by BMW AG.
Including colleclive vacation pay, a total
of DM 385 million was paid out. For the

employee these payments were the equiv-

alent on average of more than two
additional monthly wages or salaries.

A total of DM 20.3 million was paid
for Company social benefits to 5,249
retired employees and surviving
dependents. This results in an additional
average pension provided by the Com-
pany of about DM 320 per month. At the
end of 1986, due to slalulory provisions,
1,245 former employees who had not yel
reached the age of retirement had non-
lapsable rights to future pension benetfils.

The low-interest loan program for the
purchase of housing by employees was
expanded again in 1986. At the end of the
year BMW was helping in the purchase of
some 2,000 properlies with loans
totalling DM 29 million.

BMW spent DM 24 million on capital
savings plans for its employees as parl of
the collectively negolialed payments in
accordance with the so-called “936-
Mark-Law",

Worklorce and Social Reporl

Asin the past, the individual establish-
menl of linancial savings at Company
level was encouraged by the issue of
registered dividend right certificates
(pursuant to section 221 AklG, Corpora-
tion Law) with a face value of DM 50
each and an unlimited term. Since profit
shares depend on the dividend paid per
share, employees participate directly in
the success of the Company. DM 60 mil-
lion have been approved by the Annual
General Meeting for this financial savings
concepl.

In the year under review, employees
were again able to subscribe to as many
as 10 registered dividend right certifi-
cates, depending on their years of service.
A total of 125,000 were subscribed; al
S0%, participation of employees was
slightly higher than the previous year. Al
the end 0f 1986 some 16,000 employees
participated in the Company’s financial
savings program with a total of
DM 44.3 million.




25 years ago BMW hired the lirst foreign
waorkers in Munich to overcome the short-
age of manpower during the economic
boom.

As a result of rapid growth, the BMW
plants’ increasing manpower needs
could not be met by the domestic labor
market in later years. The new employees
soon gained a firm foothold, became bet-
ler qualified and, thus, iIndispensable.

A fundamental change look place:
foreign workers became employees.
EMW encouraged this integration pro-
cess, even oulside the factories, with a
comprehensive information and assist-
ance program as well as by means ol
special training courses.

In spite of many efforts and a lot of
goodwill on both sides, problems
remained. On the one hand they are con-
nected with the demands made on a
modern industrial firm and on the other
with the special interests of the foreign
employees, their mentality and their
religion.

BWW feels a responsibility towards ils
entire workforce. Even today, therefore,
the Company concerns itself with the
situalion of foreigners in the Federal
Republic of Germany, for example within
the framework of the studies of the so-
called "Wuppertaler Kreis", an association
of non-profit-making institutions special-
1zed in further training.

gy e
Fo -II e 2 LA e
5 =



Worklorce and Social Reporl

47




SU bSId iaries Bayerische Motoren Werke
Aktiengesellschaft, Munich

Common stock: DM 750.0 million

Frodui Lo | companies

Marketing companies

Domestic Foreign

Munich aeselischalt m.o.
DA 0.05 million oteyr, Austria
Participation in molorsport, S 1.0 billion
nroduction and Levelopment, proguction

narselind o proavcis adl Idd MlalkellNny Ol endines

10090
100%" BMW Austria
BMW Technik GmbH, Gesellschaft m.b.H.,
Munich Salzburg, Austria
DM 0.05 million S 50.0 million
Development of new types o Marketing of BMW products
nraoducts and technologies

[()) Yy ™
MW Marine GmbH
Munich

DM 6.0 million

Production and marketing

O marine enaines

BMW (South Africa) (Pty) Ltd.
Fretoria. South Africa

K 62.9 million

Production and marketing

r

ECOp AVA i
of BMW products

9904 " 106"
BMW Motorrad GmbH+ Co.,
Munich

Marketing of motorcycles

Major investments in *Included in the 1986 con-
subsidiaries of BMW AG solidated financial statements
In May 1987
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100 %
BMW Belgium S.A./NV,
Bornem, Belgium
BFr66.0 million
Marketing of BMW products

60% 40%
BMW France S.A.,

Bois d'’Arcy, France

FF18.7 million

Marketing of BMW products

100 %
BMW Ibérica S.A.,
Madrid, Spain
Ptas 963.5 million
Marketing of BMW products

100%
BMW ltalia S.p.A.,
Palazzolo di Sona (Verona),
Italy
Lit 8.0 billion

Marketing of BMW products

100%
BMW Nederland BV,
Den Haag, Netherlands
FL1.0 million
Marketing of BMW products

100%
BMW (Schweiz) AG,
Dielsdorf, Switzerland

SFr 0.5 million
Marketing of BMW products
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100 %
BMW Canada Inc.,
Whitby, Ont., Canada
C$19.0 million
Marketing of BMW products

1009%
BMW New Zealand Ltd.,
Auckland, New Zealand
NZ$0.03 million
Markeling of BMW products

100 %
BMW SEA Pte. Ltd,,
Singapore
Sing$ 0.1 million
Services for the marketing
of BMW products in
southeast Asia

100 %
BMW Australia Lid.,
Melbourne, Vic., Australia
A% 0.5 million
Marketing of BMW products

100 %
BMW (GB) Lid.,
Bracknell, Great Britain
£5.0 million
Marketing of BMW products

100 %
BMW Japan Corp.,
Tokyo, Japan
¥ 800.0 million
Marketing of BMW products

100%
BMW of North America Inc.,
Montvale, N.J., USA
US $ 4.0 million
Marketing of BMW products




Report of the Board of Management

Development
of Subsidiaries

Domestic Subsidiaries

BMW Leasing GmbH, Munich

The leasing markel in the Federal
Republic of Germany developed well
again in 1986. Sales rose by 8% to over
400,000 units to achieve a 14% share of
the total markel. The leasing companies
of the automobile manufaciurers partici-
pated fully in this growth, their market
share remaining at about 60% as in the
previous year. The tolal number of leased
cars rose to 870,000 units, 9% more than
in 1985.

BMW Leasing GmbH was able to
approach new groups of customers
because of the broader range of prod-
ucts. Both the number of contracts
concluded and the tolal number of con-
tracts increased markedly. Al the end of
1986 as many as 50,000 purchasers of
BMW cars and motorcycles had chosen
this form of financing.

In close cooperation with the BMW
dealers, in 1987 the company will consol-
idate its markel position further,
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BMW Marine GmbH, Munich

On the international boat markels the
trend of the previous years towards larger,
faster and more comfortable yachis con-
tinued in 1986.While sales of marine
engines stagnated as a whole, demand
ior large petrol and diesel engines in-
creased. Interest in small diesel engines
conlinued to decline.

BMW Marine GmbH was able to take
advantage of this development with the
5- and 6-cylinder turbocharged diesel
engines, D530 and D636. In autumn 1986
the B635, a 6-cylinder petrol engine with
150 kW (205 bhp), was successfully intro-
duced. It is derived from the power unit
of the new BMW 7351 and extends the
range of high-power engines available.

The company's range of products
meels particularly the requirements of the
Eurcpean market, where preierence is
given to engines of between 150 and 250
bhp.

BMW Marine GmbH has concluded
an agreement on cooperation in develop-
ment and marketing with the Mercury
Marine Division of the Brunswick Corpo-
ration.




BMW Motorsport GmbH, Munich

The exlension of BMW Motlorspaorl GmbH
Inlo a company thal develops and pro-
duces high-performance engines and
cars conlinued in 1986 as planned.

In Garching near Munich, the com-
pany's second location, lhe second
phase of construction became operation-
al. It also includes the produclion facili-
lies for M5 cars. These have 3.5 liter
engines with four valves per cylinder, pro-
viding 210 kW (286 bhp). More than 700
cars had been manufactured and sold by
the end of 1986.

The M3 also has four-valve technol-
agy. This sports model of the 3 Series has
Deen produced al the facilities of
BMW AG since mid-1986. These cars are
licensed lor series-relaled touring car
sports. The racing leams supporled by
BMW - Schnitzer, Linder and Zakspeed -
will participate with the M3 in the World
Championship, the Eurcpean Champion
ship and the International German Tour
Ing Car Championship.

Customers are increasingly buying
high-quality accessories from the M
lechnology range for the sporty coordina-
lion of the chassis as well as for fitting out
pody and passenger compartment.

As engine supplier for the Farmula 1,
the company supported the racing teams
of Brabham, Benneton and Arrows in
1986, Several fronl places demonstrated

the BMW engine’s excellent performance.

In the 1987 season only the Brabham
eam will be supplied with BMW
Formula 1 engines.

BMW cars again won several cham-
pionship in 1986, such as the driver clas-
sitication in the European Championship
for Group A Touring Cars, the Inlerseries,
lwo Mountain Championships as well as
22 national championships. In the
American IMSA-Series for Group C Cars,
BMW March racing cars were well placed
On many occasions, including a victory in
the 500 mile race of Watkins Glen.

BMW's promaotion of junior drivers
was remarkably successiul in the year
under review. The BMW Junior Team waill
parlicipale in the International German
Touring Car Championship in 1987,

To meet the large demand the number
of BMW's driver training courses was
doubled 10 1,000. [n 1987 these courses
are being extended internationally.

BMW Technik GmbH, Munich
In its second year, BMW Technik GmbH
largely completed iis slarling-up phase. i
18 now operaling as an independent com-
pany developing products and tech-
niques for the future in the automotive
sector. It is working on fundamental tech-
nical innovations which complement the
scope of development work at BMW AG.

As an important part of the infrastruc-
ture, an aerodynamics test stand was
completed in 1986; this is available to all
the Group's development departments.
This tesl stand has particular advantages
in the lield of aern-acousltics.

he outstanding evenl of the year
under review was the presentalion of the
21, profotype of a classic roadsier with
newly developed solutions in styling and
design.

Al the end of the year the company
employed about 80 people.

Bavaria Wirtschaftsagentur GmbH,
Munich

The company atlends 1o all the insurance
inlerests of the BMW Group worldwide, It
delermines insurance needs, lakes
measures 1o prevenl losses and arranges
the necessary insurances for BMW AG
and ils subsidiaries throughout the world.
It also handles ¢laims and recoveries.

In addition, the company offers its
advice and insurance services lo clients,
largely from the industrial sector, not
belonging to the BMW Group. BMW
employees can also obtain advice on
personal insurances.

Business was again pleasing in the
year under review. In all fields of business,
turnover and profits clearly exceeded
those of the previous vear.

The Bavarnia-Lloyd Reisebluro GmbH,
Munich, continued to develop well as
regards turnover and prolits in 1986. The
company primarily provides business
travel services for BMW: activities in the
hotel sector and the organization of con-
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ventions are becoming increasingly
impaorlant,

Both companies are expecting the
volume of business to expand further and
profits to develop favorably in 1987




Foreign Subsidiaries

Owverall, business was again pleasing for
BMW's [oreign subsidiaries in 1986,
deliveries lo customers rising by 7% to
265,000 automobiles.

Sales of BMW cars were suslained by
the new versions of the 3 Series. The new
models of the 7 Series introduced in
autumn have met excellent acceptance
In the markels. In many countries, how-
ever, new legislalion and declining
exchange rates hampered the develop-
ment of business.

In view ol the significance of loreign
business for BMWV, separale reporls have
been compied on the mosl impaortant
companies and their markets.

BMW Australia Ltd., Melbourne, Vic.,
Australia

After the strong upswing of the previous
years, Auslralia's economy weakened
considerably in 1986 as expected. The
sharp decline of the Australian dollar and
a restrictive economic policy checked
development. Car registrations fell 22%
compared with the previous year’'s record
level,

During the course of the yvear, drastic
technical regulations and an assortment
of taxes came inlo force that particularly
affected imporls. From 1986 on, new
exhaust ermssion levels apply, corre-
sponding to the stnct American regula-
flons.

The increased purchase tax an auto-
mobiles was reflecied 1n a 50% rise In tax
for imporled cars in the high-perfarm-
ance luxury category. In addition, a tax
was introduced for company cars that
account for almost half the demand in
this segment,

The importers’ cosl situation also
deteriorated because of the weakness of
the Australian dollar; it lost about half its
value against the DM walhin two years.
With the additional burden of the impaort
lax, this drop in the exchange rate could
be offset only by doubling selling prices.

BMW Australia felt the full impact o
the extremely unlavorable economic
background. Due lo the necessary price
increases in the year under review, the
situation is not expected to iImprove In
1987. Sales of the 5281 and 5351 models
were comparalively good; they almosl
reached the level of the previous year,

Aulomaobile registralions 1986 Change
cl.1985

Lnmits e

latal markel J82.800 22
5 MY 3,200 —34

BMW Austria Gesellschaft m.b.H.,
Salzburg, Austria

The recovery ol lhe Auslrian economy
slowed down again in 1986 due to slag-
naling exports. In contrasl, domeslic
demand rose again strongly.

This benefiled the automobile market.
However, the gevelopment dilfered con-
siderably in individual market segments.
This was because the new regulations on
exhaust emissions were Intfroduced at
different times for different engine sizes.

As 0l 1.1.1987 exhaust emission levels
in accordance with the 1983 US slandard
apply for new petrol-driven cars above
1500 ccin Austna, These requlations do
not come into force for smaller cars until
Oclober 1987, thus, they were particularly
In demand in the year under review.

Purchasers' reluclance lo opl for cata-
lylic converler technology, and additional
taxation on larger cars that do nol meet
the new standards, resulted in registra-
tions falling markedly. Only in the last few
months of the year did demand for new
cars wilhout catalytic converters become
slightly brisker.

Demand for diesel-engined cars
increased by about a guarler in the year
under review; lheir share of the tolal
markel rose from 14% to 16%. Diesel cars
generally comply with the exhaust emis-
sion values withoul additional technical
expendifure,

In 1986 every second automobile
again came from the Federal Republic of
Germany. Japanese manufacturers
improved their markel share slightly to
26%, French makes again accounted for
1% of the new registrations.




The sale of BMW cars slightly exceeded
the comparable 1985 figure in keeping
with the development of the market
segment. Aller the intfroduction of the new
o-cylinder models in the 3 Series, reqis-
trations increased again in the course of
the year. The 3251X with four-wheel drnive
altracted new categories of buyers. This
also applied to the diesel-engined 324d.
Allogether, twice as many diesel cars
were sold in 1986 as in the preceding
vear.

Demand shifled from the 5 Series 1o
the B-cylinder models of the 3 Series.
Large numbers of orders were placed for
the new 7 Series cars; their registrations
already rose by 15% in the year under
review.

BW Austria is planning to open 1S
own branch inVienna, the headguarters
ol numerous international organizations.
Construction work began in spring 1987,

Aulomobile registrations 1986 Change
c1. 1985
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BMW Belgium S.A./N.V., Bornem,
Belgium

Alter years of contained growth the
Belgian economy recovered noticeably
N 1986. For the first lime In years privale
consumption also increased. This haa a
marked affect on demand lor cars. Regis-
irations reached almost 400,000 units, a
numbper previously achieved only al the
end of the 1970s.

The regisirations ol diesel cars rose
by about one-hillth and were thereiore
once again above average; they gained
a markel share ol 26% compared with
249 the previous year. In the compelitive
field of the 3 Series every third and of the
5 Series every second car was littea with
a diesel engine.

Wilh a market share of 41%, German
automobiles maintained their leading
position. After subslantial increases in the
previous yvear, French manufacturers lost
ground again to compelitors from Japan
and llaly.

BMW registralions rose twice as
much as lhe total markel. This success
was due in particular to the high demand
for the 324d. Of this model alone, 3,300
units were sold in the year under review:
thal 1s one-third of tolal BMW reqistra
lions. Some 8,000 new 3 Series cars were
regislered, almost 50% more than in
1985,

BMW Belgium is starting to build a
branch of its own in Brussels in 1987

Automaobile reqistrations 1986 Change
cl. 1985
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Development of Subsidiaries

BMW Canada Inc., Whitby, Ont.,
Canada

Al the beginning of 1986 BMW Canada
Inc., a wholly-owned BMW subsidiary,
began the import and marketing of BMW
products in Canada. The company has
taken over the funclions of the two lormer
impaorters in Whitby, Ontario, and in
Vancouver, British Columbia.

The investments in this market serve
to safeguard the major sales potential for
BMW in the long lerm. The dealer and
service orgamzation will be turther
expanded.

Aboul a million new cars are boughl
In Canada each year. Amencan makes,
manuiactured in Canada, account for
two-lhirds of the demand. The import of
Japanese cars has been restricled for
years; they had a market share of 18% in
1986. South Korean cars have already
achieved 6%, while German makeas con
inued to account for 5% ol the registra-
lons.

Imported cars were aflecled by the
weakness of the Canadian dollar in 1986;
registrations decreased by 4% in line
with the overall market.

'he range of BMW cars in Canada
corresponds to thal of the American mar.
kel. The most successiul model in 1986
was lthe 325e, accounting tor 60% of the
BMW registrations.

Automobile registrations 1986 Change
clL1985
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BMW France, S.A., Bois d'Arcy,

France

In France the restriclive policy of the pre-
VIoUS years led to a gradual revitalization
ol economic torces. With an inflalion rate
ot only 2%, privale consumplion rose
noticeably.

Grealer purchasing power and
numerous new maodels from the French
manutacturers stimulated demand on the
automobile markel. French makes con-
salidated their markel share al 649%,

The registrations of German aulo
mobiles rose only slighlly: nevertheless,
their markel share was again above 20%.
Jdapanese cars remainad limiled 1o 3% of
ihe [olal markel.

Demand tor cars with diesel engines
rase by 13% to 300,000 units, a share ol
6%, smaller models were especially in
demand. France is one of the largest
diesel markels in Europe

Healslralions of new BMWs exceeded
those of [he previous year by 4%,
Demand far the newly inlroduced 3251
was particularly high: with this model
BIMW developed its leading position
amongst sporling automobiles in France.
With 1,100 registrations, the 325X was the
mosl-sold car with permanent four-wheel
drive. The M3 was voled sports car of the
vear, The 324d wilh diesel engine
achieved the anticipated share of aboul
15% of the 3 Sernes within a year ol being
introduced.

Demand moved, due lo the new
models, towards cars litted withi 6-cylin-
cder engines,

In autumn 1986 the new ¥ Series was
presented for the first time to the inter
national public al the Salon de I'Aulo in
Paris. This event also received greal atlen-
hon amongst the French public.

Automaobile reqistrations 1986 Lhange
Cl. 1985
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BMW (GB) Ltd., Bracknell,

Great Britain

As a whole, Ihe economic upturn in Greatl
Britain continued in 1986 ; it had slack-
cned occasionally durnng the course ol the
vedr because of sinking ol prices. Private
consumplion continued to rise: demand
far cars surpassed the record level of the
pravious year,

After years ol declhining markel shares,
the domestic manutacturers improved
their posihion. In the year under review
44 % of all customers bought Briish cars.
This was particularly to the disadvantage
of German manulacturers whose sales
prices were aftecled by changes in parily.
During the course of the year the value ol
the DM rose by mare than one-guarter
against the pound sterling.

Registrations of German cars de-
creased by 5% \With a markel share of
19%, however, lhey kepl first place
amongst iImporls. Japanese makes
accounled for aboul 1% of the new reqis
Irations as in the previous year.

BEMW (GB) achieved record registra-
tions for the sixlh successive year. Greal
Britain remained BMW's largest Euro
pean export marxkel

sales of 3 Saries cars were 16% high-
er than the previous year, all models con-
ributing lo this success. The sporling,
elegant 3251 models, including the 3251
converlible, provided the strongesit
Impulses.

With 9 300 sales ol 5 Series cars, lhe
success of the previous year was contin-
ued. In summer 1986 the M5 was intro-
duced to Greal Britain.

In the yvear of lhe model change as
many as 1,/00 cars of the ¥ Series were
sold; the new models were presenled al
the Molor Show in Birmingham in Oc-
lober 1986. They received considerable
attention in this market with its tradiion
of large mousines.

H4

Alter investments ol over 6 million
pounds, the extension of the parls ware
house In Bracknell was completed in
summer of the year under review.

Avlomobile registrations 1986 Change
cl 18ba
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BMW Ibérica S.A., Madrid,

Spain

A marked economic uplurn began in
Spain upon joining the European Com
munily al the beginning of 1986. The more
favorable assessment of the economic
prospects, as well as lower customs
duties for imported goods stimulated
privale consumption. It increased vigor-
ously despite the high level of unemploy-
menl.

Sales of imporled aulomobiles shot
up by 70% to mare than 100,000 units.
omaller cars accounted for the majority of
lhis increase.

[he opening of the Spanish markel
Increased compelilive pressure. Foreign
suppliers thronged the markel. lahan and
Bribsh makes in particular achieved
Increases. This was because they made
substantial price reductions due to lower
customs dulies without consideration of
Ihe high value added tax of 33%. Other
manutaclurers, especially in lhe uppe:
market segments, kept the prices of new
cars and, thus, the value of the cars in the
market more or less stable.

As a whole, car registrations in Spain
rose vigorously. In Western Europe, only
the Federal Republic recorded a similarly
favorable development.

Demand for BMW cars increased. For
the first time more than 5,000 units were
sold. Registrations of 3 Senes cars with 6-
cylinder engines rose by two-thirds after
the new models were intfroduced. BMW
accounted for about a 5% share ol
imports in 1986.

BMW Ibénca extended the scope and
guality of the dealer and service organi-
zalion in the year under review,

Automobile registrations 1986 Change

eghe lals

LIniis L)
lotal markel 546,400 +19
B MW h,200 A8

Developrment of Subsidiaries

BMW Italia S.p.A., Palazzolo di Sona
(Verona), ltaly

The economic upswing continued in laly
In 1986. While inflation declined, privale
demand rose vigorously, Car regisiralions
exceeded the record level of the previous

For BMW llalia the 31815 and 32015 were
the special models with sporting acces
sories that fulhil particularly the Itahan
custiomers wishes. The trend towards
poweriul but compaclt cars has again
strengthened in ltaly. Due 1o lhe new

vear, maodel versions, registralions as a whole

The automobile market was intiu-
enced by the llalian car industry; itrallied  year,
again, oflering a variety of new models. ||
expanded its market share from 60% lo
62%. The llalian manufacturers took
advanlage of the addittonal demand in
lhe year under review.

Al the end of the year a new ltalian
association ol lirms was founded with B WV
stale assistance. The Alla-Lancia Group,
ywned by Fiat, already has a share ol
aboul halfl the market segment covered
by BMW automobiles.

The structure ol imports remained
largely unchanged. German manufactur-
ers achieved a markel share of 17, the
French manufacturers share fell shghtly
[o 16%. The import of Japanese cars was
limiled to some 3,000 units in the year
under review.

The BMW segment recorded an
above-average Increase as a whole:
however, this was limited to modeals ol
1600 to 2000 cc among petrol-driven
cars and to the turbocharged diesel
models of 2000 to 2500 cc. In the class
above 2 liters, in which BMW has main-
lained for years about a 304% share,
demand persisted at lhe very low level of
about 7000 cars. High taxation prevents
recovery In lhis markel seclor.

Again, every fourth car sold had a
diesel engine in the year under review.

Diesel fuel is aboul half the price of petrol
in italy. In the BEMW segment 40% of the
aulomobiles have diesel engines.

lotal market

Aulomobile reqgistralions 1YHG

LIniis

1,825,700

1 9800

slightly exceeded those of the previous

Chanage

il 1985




BMW Japan Corp., Tokyo,

Japan

The development of the Japanese econo-
my was restrained in 1986. The strength

of the Yen against the US dollar ham-
pared exporls. The domestic car market is
largely saturated; since the end of the
1970s demand has persisted al about
three million units.

Registrations of imported cars
increased by 36% compared with the
previous year; four-fifths of these were
again German. In the world’s second-
largest car market more foreign auto-
mobiles were sold than ever belore; how-
ever, their market share of 2% remained
insignificant.

For BMW, business continued suc-
cessiully in Japan in 1986 allhough no
new models were introduced. Since the
BMW subsidiary was established in 1981,
sales have increased more than four-fold.
BMW achieved a share of 22% of the
regislrations of foreign cars. The course of
business was sustained by the high
demand for automobiles of the 3 and 5
Serles.

The expansion of the marketing
organization progressed according to
plan. The dealer network has been
extended to 80 businesses within five
years. BMW Japan is represanted by six
branches of its own in major conurba-
tions; nearly all the dealers exclusively
represent BMW.

Automobile reqgistralions 1986 Change
cf. 1984

Linils Uy

Tolal markel 3,146,000 + ]
E MW 15,300 F30

BMW Motoren Gesellschaft m.b.H.,
Steyr, Austria

BMW Motoren Gesellschaft m.b.H. manu-
factured some 125,000 engines in 1966 1n
keeping with the capacity ol the first
stage of construction. The range includes
the diesel engines for the models 324d,
524d and 5341d as well as the 6-cylinder
pelrol engines.

As part ol the plant’s further exlension,
a warehouse wilth a rack system became
operational according to plan in the year
under review, The flow of material is fully
automated from receipt of the goods,
through gualily control, 1o slorage.

After completion of the second stage
of construction in autumn 1987 the Steyr
plant will have the capacity to manufac-
lure up to 300,000 engines a year. Since
spring 1987 the production of engine
components has been exlended as part
of a third phase of construction. By the
end of the 1980s BMW will have invested
a tolal of S 10 billion in Steyr.

Apart from calalylic converler
technology, diesel drive systems are con-
sidered particularly environment-Tfriendly.
With the introduction of new legislation on
exhaust emissions, and of lax benefils lor
cars with low emission levels in some
European countries, demand has
increased markedly in the last few years.
This rise generally came to a standstill
during the course of the year under
review.

All BMW diesel engines are devel
oped in the company's Research and
Development Center. New lechnology,
which aims parlicularly Lo increase
economic efficiency and compalibility
with the environment, will continue to
ensure their leading position. BMW
engines have particularly low particle
emissions.

BMW Motoren Gesellschaft m.b.H.
provides the Austrian economy with es-
sential impulses. The company's exports,
including the purchases of EMW AG from
Austrian suppliers, were {our imes as
high as the value of imported BMW cars
in the year under review.

Al the end of 1986 the company had a
workforce of 1,600, 200 more than in the
previous year.

s16

BMW Nederland B.V., Den Haag,
Netherlands

Declining earnings from the export of
natural gas curbed the recovery of the
Dutch economy in 1986. While prices
weare stable, real Incomes rose; private
consumption increased markedly, parlic-
ularly ol durable consumer goods.

Demand lor automobiles grew again
lo well above half a million units; this
figure was last reached at the end of the
1970s. The structure of demand shifted to
the lower market segments in which
BMW cars are not represanted; they
meanwhile cover more than lwo-thirds of
the lotal market.

Japanese and French makes benefil-
ed from this development. The German
manufacturers did not follow it Tully but
their markel share nevertheless exceed.
ed 40%. Demand for diesel cars stag-
nated; their share of the total market
decreased slightly to 13%0.

In the Netherlands cars wilh low emis-
sion levels are encouraged by direcl tax
subsidies. The luxury tax on cars and,
consequently, the list price was reduced.

Reaistrations of BMW cars reached
the level of the previous year. Sales of the
3 Series rose by 6% 1o 10,000 units after
the 324d was introduced. Demand con-
tinued to be highest for the BMW 316.

Buillding work began on the new
import center In Rijswijk near Den Haag.

Automobile registrations 1986 Change
cf. 1985

Lnils Uiy

Total market 560,500 13
[ hAVY 12,800 ()




BMW New Zealand Ltd., Auckland,

New Zealand

New Zealand recovered only hesitantly in
1986 from economic recession, the resull
of the diflicult modernization of agricul-
lure and industry.

While demand for cars as a whole
declined, the segment of the high-per-
lormance luxury cars increased by 809%,
This reflects the successful efforls of the
New Zealand government lo abolish
existing controls and to stimulate
economic activities. However, car imports
are slill subject to high duties and taxes.

BMW is the only make of luxury car
in New Zealand with its own markeling
company. With a share of almost 30%6,
BMW is clearly the market leader in this
segment, During the three years since
slarling business, sales have increased
almost five-fold.

The marketing activities of the com
pany are supported by BMW Australia.
[he extension of its own markeling net-
work was contlinued on schedule in the
year under review,

Automobile registrations 1986 Change
i, 1985

Uniis el

Tolal market 80,100 — 5
B SO0 + {5

BMW of North America Inc., Montvale,
MN.J., USA

While the growth of the American
gconomy weakened in 1986, at 3.5%
private demand again rose more than in
most other indusinal nations. Imported
goods were still very much in demand
despile substantial price rises 1o offset
the falling value of the dollar,

Automobile registrations reached a
new recard level: they were more than
40% above the 1982 value, the last low of
the American aulomobile business. In the
second half of the year low interest rates
and the phasing oul of tax benefils addi-
lionally stimulated demand.

Far the first time more than three mil-
lion automobiles were imported, 14%
more than in the previous year. Their mar-
kel share rose to 28%, Aboul three-quar-
ters af all foreign cars came from Japan.
Registrations of German makes
increased by only 5% in 1986 after two-
flgure Increase rales in previous years.,

In the market segment of high-per-
formance luxury cars European makes,
traditionally the leaders, achieved new
records almost without exception. This is
indicative of the Amencan customers’
lasting preference for individual, high-
quality products. Altogether, some 1.4 mil-
lilon units were sold in this sector of the
market,

1986 followed on from a long series
of successiul years for BMW of North
America, since slarting business activi-
lies in 1975 registrations of new cars have
risen steadily. With some 97,000 units
BMW achieved a 7% share of the market
for luxury cars.

Demand for the 5 Series was particu-
larly welcome. 25,000 cars were deliv-
ered for the first time, a quarter more than
In the previous year. The 3 Series
improved by a further 15% to more than
60,000 units. The cars of the 7 Series con
tinued 1o be very much in demand even
in the year before the model change; a
total of 7000 units were sold.

Developmen! of Subsidianes

In autumn of the year under review BMW
opened a gallery in the center of
MNew York, It provides space for presenling
ooth current and historic BMW cars and
motorcyclies as well as for cultural evenis.

As part of a live-year plan involving
investments of some 100 million US daol-
lars, the infrastructure of the marketing
organization has been further improved.
Additional regional marketing cenlers
have been establhished in Dallas, Texas,
and inVirginia nearWashington, D.C. The
company began to construct its new
administrative building in northern
Newdersey: a new supply center for parts
Is being built near Los Angeles.

| he introduction of the new ¥ Series at
the beginning of 1987 marks the start ol
the sysiemalic extension of the range of
models in the upper market segments,
including particularly high-performance
cars. This strengthens the basis for the
tuture successiul development of EMW 10
the American markel.

Automobile registrations 1986 Change
cf. 1985

Unils i,

otal market 11,452,300 4 4
B kWY 96,600 +10
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BMW (Schweiz) AG, Dielsdorf,
Switzerland

The economic upturn in Swilzerland lost
impetus in 1986: real incomes neverthe
less continued o rise due o lower ol
prices. This benelited the aulomobile mar-
kel in particular; for the first ime some
300,000 new cars were registered.

On 1.10.1986 stricter regulations on
exhaust and noise emissions came into
lorce in Swilzerland: they are the mosi
stringent in Europe. In view of the curren!
stale of the art, the new values can be
achieved only in larger cars with catalytic
converter technology. Since cusiomers
expecled higher prices and running
Cosls as a result of the new regulalions,
many purchases were brought forward,
[he structure of the market segments
remained largely unchanged.

Japanese manufacturers achieved
above-average growth rates with a mar-
ket share of 27%; tallan makes account
ed tor about 10%. Nevertheless, German
manufacturers remained in the lead with
a share of 43% of the Swiss automobile
market.

BMW (Schweiz) at times during the
year could offer only a limited choice of
cars as lhe entire range of models was
being reoriented to cal versions. High-
volume models, such as the 320i, 3251
and 5201, were not available with calalytic
converters until towards the end of the
year. This also apphed 1o the 325X which
was particularly in demand. The high
orders are reflected in registrations as of
spring 1987

Aulomobile reqistrations 1986 Change
cl.1985

Unils i

lolal marke 300,200 F13
B MY 9,200 |2

levelopmen! of Subsidharnes

BMW (South Africa) (Pty) Ltd., Pretoria,
South Africa

South Afnca continued o be 1n the
depths of recession in 1986. The con-
comitant drop in value of the Band parlic-
ularly affected companies whose produc
llon depends on deliveries from abroad.

colours, assistance in the purchase of
housing, medical care and the astablish-
ment of business aclivilies by employees’
families.

1985 Change

cl. 1985

Aulomobile recustrations

The economic situation led to a fur- Units H
ther marked decline in demand for auto-
mobiles. For the lirsl ime since 1977 less [otal marke! 174,500 15
than 200,000 new cars were registered in - BMW 13,100 E--

soulh Afnca. Aboul hall of these were
again Japanese.

'he business development of BMW
(South Alrica) consolidated again after a
decline in the previous year. BMW was
one of only lwo manulacturers to sell
more cars in 1986 than in the previous
year. The markel share rose from 6.3% to
oY%

lemand locused on the 318i and the
newly intfroduced 3251 ol which 2,000
unils were sold. Apart from the BMW 3
series, as well as the 5 Series whose
registrations rose by almost 10% 1n all, 7
Series models are also made in South
Alrica.

Al the beginning ol 1986 the compa-
ny's new marketing cenler was opened In
Midrand between Johannesburg and
FPretoria.

In 1986 BMW (South Africa) had a
workforce ol 2,100 as in the previous year,
some /0% of the employees being black,
BWW continues to be in the lead as
regards wages and salaries paid in South
African induslry.

BMW conlinued to supporl efforts to
reduce rapidly apartheid in South Africa.
Al the company ilsell there has been
racial integralion lor years. About hall the
loremen are now black. Within the last five
yvears some 100 black salaried employees
have laken over posilions previously held
by while people.

The company sels greal slore by the
lraining and upgrading of its employees.
It has its own lraining center that carries
out numerous courses and seminars. The
Iraining for apprentices can be comparad
wilh the German syslem. [he company's
promolion schemes include the joint
education ol children of different skin




To mark the hundredth anniversary of the
day on which the patent for the auto-
mobile was granted, celebrations were
held throughout the year in many places
in Germany and elsewhere. BMW conirib-
uted wilth several cultural activities, cor-
responding to its understanding of the
Company’s sociopolitical role.

The graphic artist Dieter Olaf Klama
crealed one hundred pictures on the
automaobile's hislory, some witty, some
sarcastic. They were presented in the
BMW Gallery in Munich mid-1986 and
published as a book with the litle "Homo
automobilis”

he second aclivity was also a critical
appreciation of motorization and its con-
sequences. Upaon the joint initiative of the
Haus der Kunst in Munich and BMW AG,
an exhibition was held with the tille “The
Automobile in Art”. Some five hundred
paintings and sculptures, drawings and
poslers, photographs and various objels
d'art were brought together from many
countries throughout the world.

The exhibition was shown in the
Haus der Kunst from August 8 to Octo-
ber 10,1986 and was also the subject of a
comprehensive publication, Some forty
thousand visitors came to see It

In November 1986 the Neue Samm-
lung, Museum for Applied Arl, opened ils
rooms for an exhibition on the “Design-
Process-Auto” using the example of
BMW products and particularly of the new
7 Series. In terms of the number of visitors,
it was one of this museum’s most impor-
tant exhibitions.

Finally, the BMW Pavilion on Len-
bachplatz in Munich, a work by the archi-
tecl Sep Ruf, was reopened after reslora-
tion in autumn 1986. Both the specialized
press and the public praised the suc-
cessful alleralions. The aclivities of the
BMW Gallery at BMW head office in the
north of Munich can now be continued in
the city center.

BMW in Jubilee Year
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Reporl ol the Board of Managemenl

BMW AG invested DM 1,735 mithion in
tangible lixed assels and DM &7 million in
subsidianes and associated companies
in the year under review. [o finance these
investments, DM 995 million were made
avallable from depreciation and retire
menl of ixed assets, DM 169 million from
lransfers to reserves from net income and
DM 70 million from the increase in pen-
sion fund provisions and habilities {o
BMW Benevolent Fund.When laking
account of the reduclion of special
reserves of DM 105 million, iInvestmenls
were covered 62% by internal funds.

he long-term external financing of
D 518 mullion Trom the funds of the capi-
tal increase and trom the increase in
abilities in registered dividend right cer-
tificates minus the reduction of long-term
llabililies covers Investments by 28%.

Liquidily rose by DM 224 million to
D 2,017 million.

Finance

Sources and Application of Funds 1986

in mulhican [
Application of Funds

[nvestmenl in

langible ixed assels

Investment in subsidiaries

and associated companies

Reduclion of

special reserves

Heduction ol

long-term liabilities

Long-term
Increase In invenlories

Increase in

lrade recevabies
Increase in hguid lunds
Change in recewvables
and irade payables o

subsidiaries

Disiribution for the previous year

Short-term

1,735.0

H6.8

104.8

48.0

1,974.6

167.9

1 50.0

610.7

2,585.3

"ess general allowance 1or doubltiul accounts
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Sources of Funds
5550

Capital increase

;TE]I"."-E|I."T lo alher reserves

rom nel income | 68.8
Increase in habilities in registered

dividend naghl certificales 10.9
mcrease 1in penson tund

provisions and habiliies

o BEMW Benevolen! Fund bY.H

Depreciation and relirement
of ixed assels G88.3
Reduchon of aother

financial assels 6.3
Long-term 1,799.1
Decreasc n
ather assels 53.9
lncrease n

398.6

CINET ProvisIions

Increase in

lrade payables 1447

Increasa n

clhar habihties 30.2

MNet income availlable

for distrnibution 168.8

Short-term 786.2
25853




The balance sheel lotal increased by Development of Balance Sheet Structure
DM 1.2 billion to DM 7.7 billion. of BMW AG 1 rullicsn Db
The liabilities went up primarily as a
result of the increase in shareholders’ 8,000
equily as well as long- and shorl-lerm
PIOVISIONS.
Shareholders’ equily increased [rom Olhe 7,500
29.2% to 34.1% of the balance sheel {otal Provisions
due to the capilal increase as well as to
lhe transier to olher reserves from net £ 000
Income.
On the assels side this increase Assels
resulied from the lixed assels, the liguid Fauily and 6,500
funds and receivables from subsidiaries. liabilities
Fixed assels rose slightly from 40% to
449 of the balance sheel total. 6,000
Fixed assets are covered by long-
term funds at a rate of 13% (compared
wilh 124 % In the previous year), 5.500
Shareholders’ eguily, special
reserves, pension provisions and the
liabilities to the Benevolent Fund now Shor-term 5000
account for 92% ol the long-larm [unds labilities
([compared with 0% in the previous
YEear), Liguid lunds 4 H00)

Roeceivables 4 000
Long-lerm
llabililies

3,000

Invenlones 3 000

Shareholders’ 2 500
Fixed and eOuily
financial assels
2 000

e
bt

1,000

1982 B3 54 a5 86
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Report of the Board of Managemen|

Notes on the
Financial Statements
of BMW AG

Balance Sheet
Assets

Fixed Assets

As in the previous year, fixed assels were
again valued at their acquisilion or manu-
facturing cost less normal and special
depreciation.

Office and factory buildings, and distri-
bution facilities which are pari of the
buildings, have been depreciated by the
cdeclining balance method in as far as
special depreciation allowances or
shorter useful lives did not apply. Movable
assets, with a useltul life of more than
three years, have been depreciated by the
dechning balance method using the
highest rates permissible under the lax
laws. The declining balance is replaced
by the straight-line method as soon as
this leads to higher depreciation. Addi-
lions to assels of minor value were [ully
written off in the year of acquisition.

Special tools acquired were wrillen
down pro rata on the basis of a useful [ie
of five years as a matter of principle.

As in the previous years, full advan-
lage was taken of lax concessions
regarding special deprecialion charges
pursuant to section 14 BerlinFG (Berlin
Promotion Law}, 1o section 7d EStG (In-
come Tax Law) and to section 51u ESIG.
Exceptional deprecialion was applied
where a lower valualion was required.

Depreciation Relating to Additions
and Transfers in 1986

Heal estate without buildings
and wilth office, factory and
other buildings (including
residential buldings)
Buildings on land nol owned
Machinery and equipmen
Furniture and lixlures
Construclion in progress

and advances lor ixed assels

64

Deprecialion was based on the following
uselul lives:

8-50 years lor office and faclory build
ings, including distribution facilities
which are part of the buildings,

5-20 years for lacilities connected with
real estate,

2—10 years lor machinery and equipment,
5-20 years for operational facililies,
Including plants for the generation of
energy and distribution facilities,

Z—10 years tor fixtures, furniture and
office equipment.

For machinery used in muitipie-shiit
opearations depreciation rales were
ncreased o take account of the addi-
honal utihzation

Land owned by the Company in the
Federal Republic of Germany, including
lhat owned by relaled companies, tolaled
4.94 million sq.m. (4.89 million sg.m. in
the previous year) on the balance sheet
dale. Most of this real estate 1s in Munich,
Dingolling, Landshut, Berlin and Hegens-
burg.

BMW AG has rentled ils head office
bullding, erected on company land in
Munich, under a long-lterm lease. In 1986
DM 10.7 million was paid in rent. A hered-
iary building nght on the land 1s regis
tered in favor of the company which owns
lhe bullding. A lease also exisis with the
BMW Ingenieur-Zentrum GmbH + Co.

Addiions and Deprecialion

translers

i millicn DM i million O

S S 325
18.4 5.1
3745 342.7
1701 d35.8
-158.3 11.2
1,735.0 477.3




Financial assets

Addilions lo subsidiaries and associated
companies amounling 1o DM 87 million
largely related to capital increases al
BMW Leasing GmbH, BMW Kredit Bank
GmbH, BMW (South Alrica) (Pty) Lid.,
Preloria, BMW Holding BV., Den Haag,
BMW Finance NV., Den Haag, as well as
an increase of the capilal shares al BMYY
France S.A., Bois d'Arcy.

Ihe retirements result [rom Lhe
merger of Schorsch Meier GmbH wilh
B MW AG.

There was depreciation on one Ger-
man subsidiary and on BEMW (South
Alrica) (Ply) Ltd., Preloria. Depreciation on
additions amounted to DM 27.8 million,

Loans with a minimum term of four

vears are shown at their discounied nel
present value,

Inventories
Inventories increased due (o the expan-
sion of business.

Raw matenals, supplies and bought
parts were valued as in the previous year
by laking account of the lower of cost or
market value. Use was made of the allow
ance for imported goods pursuant to sec-
ion 80 ESDV {(Income Tax Regulalions).

Work in progress and finished prod
ucts are valued at their individual cost of
production, plus the proporlionale share
ol manufacturing and malerials over-
heads which was lower than in 1985,

Adequate write-downs were made to
cover risks arising from prolonged stor-
age or lechnical obsolescence of iInven-
lories.,

Other current assets
lrade receivables comprise 53%
domeshc and 47% foreign recelvables.

Receivables from subsidiaries and
assoclaled companies arise maoslly from
lrade and Sarvices.

Specific risks identifiable on recei-
vables were provided for by set-otfs on
Ihe assel side of the balance sheel {in
addition 1o the general allowance lor
doubtful accounts disclosed on the liabil-
ities side).

'he increase in liquidily 1s explained
in the section on finance.

Miscellaneous assels include bonded
loans, inlerest receivable and financing.




Shareholders’ equity and liabilities

Common stock

On Jduly 3,1986 [he Annual General Meet-
Ing decided o increase the common
stock by DM 150 million. In accordance
with this decision, shareholders were
oflered new bearer shares in a ralio of 4:1

at an issue price of DM 185 per share with

a nominal value of DM 50. The premium
ol DM 405 million was lranslerred o the
slalutory reserve. The capilal increase
was completed in August 1986.

Reserves

DM 168.8 million were translerred from
net income for the year under review lo
other reserves. Reserves now amount to
DM 1,894 million.

Special reserves

Special reserves have been formed in
accordance with the tax regulations laid
down in sechon 3.1 of the Foreign Invest-
ment Law and seclion 74 ESIDV (Income
Tax Regulations - reserve for price
Increases).

Registered dividend right certificates
Employees subscribed to DM 11.8 million
of certificales In the Company's capital
savings plan in the year under reviaw.

General allowance for doubtful
accounts

As in the previous year a 2.5% allowance
for domestic and a 5.0% allowance for

farelgn recelvables was raised. This
allowance serves o cover general risks
arising from trade receivables, noles held
advance payments and miscellaneous
assels,

1

Pension fund provisions and liabilities
to the BMW Benevolent Fund

The abligations of BMW AG ansing from
this ifem were calculated with the going
concern value according to actuarial
principles. The interest rale of the calcula-
Hon remained unchanged al 5%; an
interest rale of 3.5% conlinued {o apply
for Berlin ebligations.

D 633 mullion of the pension fund
provisions are related 1o luture nghts to
pension payments and D 182 1o curren
pensions. The tolal obligations of the
BV Benevolent Fund decreased
slightly as a result of the decline in the
number ol people entilled Lo benelits.

Other provisions

In other provisions, the product warranty
provision mcraased I parlicular
because of the growing numer o
vehicles worldwide. In addition, they
include taxabon commitments, liabililies
lo dealers and accrued habililies 1o sup-

phers, risks arising lrom forward 10ss con-

tracls, liigalion proceedings and guaran
tees. Provisions have also been made 1ol
obligalions arising in the personnel
sector,

Liabilities with a term exceeding four
years
Long-term habililies from loans against
promissary noles, loans from banks and
miscellaneous creditors were reduced In
Ihe yvear under review,

Liabiliies denominated in a loreigan

currency were translaled using the higher

ol lhe exchange rales prevalling al the
date of the translation or al the balance
sheet dale.

Other liabilities

Ihe increase of other habilihes by a total
ol DM 103 million I1s due mainly to the
expansion of business and the high
investments in the yvear under review.




Statement of Income

As a resull of higher sales, the total value
of Company production went up by 5.2%
lo DM 151 billion.

Expenditure on raw malerials, sup
25 and purchased goods rose by 9.
to DM 6.6 billion in the year under review.
Ihis increase was due mainly to the
expansion of production but also o the
larger numbers of engines purchased
from the BMW plant in Steyr/Auslria.

Interest iIncome exceeded interest
expenditure by DM 148 million.

Gains from the reduction of provisions
were primarily the result of reduced risks.
Higher gains from the reduction of
special reserves resulled in accordance

with the regulations laid down in sec-
llon 3.1 ol the Farelgn Investmenl Law and
of seclion 34.3 ESIR (Income Tax Guide-
lnes).

Miscellaneous income mainly com
prises investment grants ﬁ[“-d subsiaies,
H"ICGFT"IIZ"‘ from ‘-.-f-ll’lli:l IS ‘-,Prul o, rents and
leases, license rrerw and exchange prolils.

Expendilure on employees rose
mainly because c'f the increase in the
workforce by 3072 (year's average),
collectively agread and discretionary
wage and salary increases, as well as
higher statutory and collectively agreed
social security benefits. Expenditure on
pension plans and relaled benefils
decreased by DM 37 million. In the pre-
vious year higher expenditure had result-
ed from the reduction of the interest rate
to 5% for the calculation of pension fund
Provisions.

Further delails are contained in the
Workforce and Social Report.

Structure of Expenditure Relative to

Total Value of Production 1982
Total Value of Production

in million OM 0 467
In ¥

Malerial expenditure 5 s it
Worklorce expendilure 27
Deprecialion 6.5
Other expendilure and

income items offsel 1 0.4
laxes 4.0
MNel income 2.1

As a result of the higher volume of invest-
ments, depreciation on tangible fixed
assets rose by DM 197 million. Deprecia-

llon an financial assets relales to the

capital increase at BMW (South Africa)

(Pty) Lid. This was a precaulionary

measure laken because of the political

risk in South Africa.

Taxes on income, prolils and property
of DM 698 million were only slightly
below the previous year's level.

Miscellaneous expenses include prin-
cipally expenditure on administralion and
distribulion, warranlies, culgoing freighl,
maintenance and repairs, advertising,
insurance premiums and rents.

The net income amounts to DM 3375
million compared with DM 300 million in
the previous year. DM 168.8 million have
been transferred to reserves. The remain-
ing net income available for distribution
1510 be used o pay a dividend 1o share-
holders.

Subjecl to the approval of the pro-
posed dividend al the Annual General
Meeting, the remuneration of serving
members ol the Board ot Management
for the 1986 business year amounied
o DM 11,192,688 and thal of former
members of the Beard of Management
and their surviving dependents to
DM 2,509,420. Total remuneration of the
Supervisory Board for 1986 amounied
to DM 1,495,000.

MNoles on lhe Financial Slalemenis of BMW AG

1983 1984 1985 1986
B 12,894 14,322 15,070
23.9 53.6 5. 27
21.4 1. 20.4 21
B.2 e 0.2 6.3
10.7 11.3 12.1 8.6
G SRl 8.1 4.6
2.0 2.6 21 2.3

Net income available for distribution
The financial statements of the year end-
Ing December 31,1986, drawn up by the
Board ol Management, approved and
accepted by the Supervisory Board, show
a surplus available for distribulion of

DM 168.8 million. In agreement with the
Supervisory Board it 1s proposed that this
amount be used o pay a dividend of

DM 12.50 per DM 50 share, tolalling

DM 150 million, on the comman stock
with full dividend rights for the 1986 busi-
ness year (DM 600 million), and a divi-
dend of DM 6.25 per DM 50 share, lotal-
ling DM 18.8 million, on the common
stock with half dividend rights for the 1986
business year (DM 150 million).

Munich, May 1987

Bayerische Motoren Werke
Aktiengesellschait

The Board of Management




Assets

l. Fixed and Financial Assets

Fixed Assets

Heal estatle and equivalent rights with ollice,

factory and olher buildings
Real estale with residential bulldings
Real estale wathoul builldings
Buildings on land not owned
Machinery and equipmeni
Fixtures, furmture and oflice equipment
Consftruchon in progress and
advances for fixed assels

Financial Assets
Investment in subsidiaries
and associaled companies
Loans with a minimum term
of four years
— lhereol securad by
mortgages: DM 983,603 -

Il. Current Assets

Inventories

Raw malenals and supphes

Work in pragress

Finished producls and merchandise

Other Current Assets
Advance paymenis lo suppliers
rade receivables
MNaoles receivable

Balance Sheet of BEMW AG
at December 31,1986

with comparative figures for the previous yeal

Jan. 1,
1986
LI

4,803,147
7,207,430
33,257,185
054,458,603
995 209,247
6,510,017

460,488,447

Additions

D

| 70,755,765

1,004,256
282,071

19,184,513

1,136,306,7 79
165,997 937

241,181,955

2.312078.076 1,735,023,280

267,481,600

12,454,786

279,836,386

86, 793,694

547,058

87,340,752

lranslers

Bl%

+ 183,924,650

26,025,543
F40,540

238213814

1

4,106,756

—399,479142

Cash on hand, deposils al the Federal Reserve Bank and al poslal giroc accounts

Cash with bhanks
Marketable securnties
Receivables from subsidiaries

Receivables resulting from loans granied under sec. 89 AkIG (Corporation Law]

Miscellaneous assels

Ill. Prepaid Expenses

68

thereol rediscountable al the Federal Reserve Bank: DM 104,024 -

Retire-
ments

A

164,285
118,430
16,895
43,6506
2,017,994
4,163,310

19,950
6,544,520

4,170,769

G910, 708

11,086,527

Depre- [Ties 31

cralion 1986

[JIhA DA
73749576 955629 705
220972 {872,284

f 800818

11,484,158
724,400,536
117,053,362

71,364,762

1 643.401.315
125,398,018
21,996,266 280,175,044
948 914 890 3,091.641,946

28,661,088 321443437

6,086,086

28661,088 327529523

3,419,171,469

330,566,484
111188213

478,079,206

919,432,903

23,449,058
222,243,803
8,142,741
1,746,494
969,739,440
1,037,446,027
859,463,961
1,365,880
280,284,026

3,403,881,430 3,114,305,30
3.980,400,650

4,323,714,333

621,178

2592014462

526,716

7,7143,506,980 6,572,941,628




Shareholders' Equity and Liabilities

Dec. 31,

19866
Bl Bl
. Commeon Stock 750,000,000 600,000,000
Ii. Reserves
Legal reserves
Balance at beginning of the year 187,083,250
Transfer from premium 405,000,000 592 083,250 187083250
Other reserves N o .
Balance al beginning of the year 1,1733,188,750
Transter from 1986 net income 168,750,000 1,301,938.750 1.1

1,894,022,000 1,320,272,000
I1l. Special Reserves 45,594,847 150,361,358
pursuant to sec. 3 Auslinv.GG. (Foreign Investmenlt Law) and sec. 74 ESIDY
(Income Tax Regulations) and sec. 34.3 ESIR (Income Tax Guidelines)
IV. Registered Dividend Right Certificates 70,620,660 59,713,920

V. General Allowance for Doubtful Accounts 11,171,067 12 988,694

VI. Pension Fund Provisions and Liabilities

Pension lund provisions 815,084 871
Liabilities to BMW Benevolenl Fund 59,314,423

874,409,294 804,584,155
VIl. Other Provisions
Provision lor delerred maintenance 26,660,359
Miscellaneous provisions 270070317 2175,127,614
2,596,736,676 2,198159.,083
VIIIL. Liabilities with a Term exceeding four Years

Loans - thereol secured by mortgages: By 60026 000
Due to banks 167.520.429
-thereof secured by morlgages: Di 125000 -

Miscellaneous liabililies 1,878,305
~1hereol secured by morigages: DM —

Of tem VI, due in less than four vears: DM 197,908,500

229,424,734 277,356,125
IX. Other Liabilities

Trade payables 887 B76,677
Advance paymenls received &5.461 241
Liabililies lo subsidiaries 15,832,939
Miscellaneous liabilities 190,606,145

1,102,777,702 999,506,493

X. Net income available for Distribution 168,750,000 150,000,000
1986 1985
bMm DM
Contingent Liabilities on Discounted Notes Receivable 400,028,824 347,410,432
Guaranlees - thereof for Subsidiaries: DM 42 360,656 - 42,360,656 47.,255/8567
Guaranlees for Bonds of BMW Overseas Enterprises NV, Curacao
and BMW Finance NV, Den Haag 562,225,000 311,853,000

7.743,506,980 6,572,941,828

6o




Statement of Income
of BMW AG
for the year ended December 31,1986

with comparative ligures [or the previous year

MNet sales

Increase ol inished products and work in progress

Other company-produced additions 1o langible fixed assels

lotal value of production

Expendifure for raw matenals, supplhes and merchandise purchased
Gross income

Income from profit and loss transfer agreemenls

Income from investment in subsidiaries and associaled companies
Income from other linancial assets

Other inlerest and similar income

(Gains on refiremeants of lixed and financial assets

Gains resulling from the reduchon of the allowance lor doublful accounts
Gains resulling from the reduclion of provisions

Gains resulting from the reduction of special reserves

Miscellaneous income - thereof extraordinary: DM 2,119,668 -

Wages and salaries

=ocial securily contribulions

Cosl of pension plans and relaled benelils

Deprecialion on fixed assels

Deprecialion on linancial assels

Losses from devaluation or disposal of current assels cther than invenlories and
iransier io allowance for doubllul accounis

Losses on retirements of ixed assels

Interest and similar expenditure

Taxes
on ncome, prohls ana propearty
thereof charged lo subsidiaries and associaled companies

others
Expenditure for prolil and loss lransier agreements
Transfer lo special reserves
Miscellaneous expendilure

Met income
lranster from net income to reserves

MNet income availlable for distribution

Naote in accordance with sec. 159 AKIG (Corporation Law):
In the 1986 business year DM 17,105,858 were paid lor old age pensions; in the nex! five
vears these payments will probably be 121%0, 131%0, 14 3 %, 161%0, 184 % of this amount,

Bayerische Motoren Werke
Aktiengesellschaft

I he Board of Management




1986

14,994,292,603
16,845,360
15,011,117,963
58,644 495

15,069,762,458
&,608,065,695
6,461,696,763 6,430,741,927

4,603,642
157.242015
696,275
194,440 222
9,470,457
1,817,027
65,805,864
105,439,936
309,487 627
845,073,660 Gl B 005 5 1
7,306,770,423 075,765,437

2,672,087 884
416,713,213
g84,.84 1,062
548,914,890
28,601,088

165,911,146

.o Pk
46,750,564
709,321,567
11,682,803
698,238,764
Bofo,ald 706,814,081
8,771,041
733,425
2,035,469,736 53 | :
6,969,270,423 b,/ 75,760,437
337,500,000 300,000,000
168,750,000 PEOLDOCH DO

168,750,000 150,000,000

The accounting, the annual financial statements and the managemenl reporl,
which we have audited in accordance wilh professional standards, comply with
lhe German Law and the company's slalules.

Munich, April 3, 1987
Deutsche Treuhand-Gesellschaft

Akliengesellschall
Wirtschaftsprufungsgesellschafl

Dr. Clemm Kilgert
Wirtschaflsprifer Wirtschallspruter
{independent auditors)




Report of the Board ot Management

The Group of consolidated companies
was extended by BMW Intec GmbH and
Bavaria Verwaltungsgesellschaft mbH
which were newly established in the year
under review. Schorsch Meier GmbH left
the Group of consolidated companies
alter merging with BMW AG.

The Group companies BMWVerwal-
tungsgesellschaft mbH, Munich, as well
as Schorsch Meier GmbH (new), Munich,
are not included in the consolidated
companies because of their minor impor-
tance. MITEC - Moderne Industrietechnik
GmbH, Ottobrunn, is not included
pecause it is not a Group company pur-
suant to section 18.1 AktG (Corporation
Law).

The development of the domestic
BMW Group was substantially deter-
mined by the course of business of
BMW AG, BMW Leasing GmbH and BMW
Ingenieur-Zentrum GmbH + Co.

A report on the course of these and of
the other Group companies has been
provided.

The following provides additional
information.

Notes on the

BMW Consolidated Financial

Statements (Domestic)

Scope of Consolidation
Bavyerische Moloren Werke AG,
Munich (BMW AG)

Bavaria Wirtschaftsagentur GmbH,
Munich ™

Bavaria-Lloyd Reiseblro GmbH,
Munich

BMW Ingenieur-Zentrum
Verwallungs GmbH, Munich

BMW Ingenieur-Zentrum GmbH + Co.,
Munich

BMW Leasing GmbH, Munich*/**

BMW Marine GmbH, Munich*®

B Maschinenfabirik Spandau GmbH, Berlin
BMW Motorrad GmbH, Landshut

BMW Molorrad GmbH+ Co., Munich

BiW Maotorsport GmbH, Municn™

Fahrzeug- und Maschinenfabrik
GmbH Landshut, Landshut™

BMW Technik GmbH, Munich*
Bavaria Verwaltungsgesellschaft mbH, Munich*

BMW Intec Gesellschaft fur innovative
Technologie mbH, Munich*®

Common stock
on Dec, 31,1986
CivA million
750.00

0.20

(.14

(LOS

30.00

6.00

6.00

0.05

0.05

0.05

*Profit and loss transfer agreement with the Parent Company
**Declaration of liability of BMW AG pursuant to section 16 PublG (Law on Company and

Group Accounts), old version
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Interest

100% BMW AG

51% Bavaria
Wirtschafts-
agentur GmbH

100% BMW AG

99 % BMW AG
| % BMW
Ing.-Zentrum

Verwallungs GmbH

100% BMW AG

10020 BMW AG

100 % BMW AG

100% BMW AG

99% BMW AG
1 %% BMW

Motorrad GmbH

100% BMW AG

100% BMW AG

100% BMW AG

100% BMW AG

100% BMW AG




Consolidated balance sheet

The consolidated balance sheet is pre-
dominantly determined by the assets and
capital resources of BMW A as Parent
Company, the leased products, the addi-
tional long-term liabilities and deferred
income of BMW Leasing GmbH as well
as the investments at BMW Ingenieur-
Zentrum GmbH + Co.

The consolidation reserve mainly
contains the reserves of consolidated
Group companies offset with an acquired
business interest.

73

Consolidated statements of income

The consolidated income stalemenls are
largely determined by the results of
BMW AG and BMW Leasing GmbH.

The income and costs of products
leased by BMW Leasing GmbH, in addi-
tion to the corresponding items of
BMW AG, are reflected in the sales and
expenditure. The higher write-downs
compared with BMW AG are mainly the
result of investments in BMW Ingenieur-
Zentrum GmbH + Co.

The lower interest income compared
with BMW AG is due to the financing of
leased products.

The (domestic) Group's net income
amounts to DM 346.7 million.




Consolidated Balance Sheet (Domestic)
at December 31,1986

with comparalive figures for the previous year

Assets
Dec. 31,
1986
B
l. Fixed and Financial Assets
Fixed Assets
Heal estate and eguivalent rights with office, factory and other buildings 1,298,341,887
Real estate with residential buildings 7,872,284
Real estate without buildings 7800818
Buildings on land not owned 53,680,136
Machinery and equipment 1,654,139,889
Fixtures, furniture and office equipment 132,811,022
Construction in progress and advances for fixed assels 346,126,050

2,000,772,096 2.600,0

Financial Assets

Invesiment in nonconseolidated subsidiaries and associated companies 314,474 698
Loans with a minimum lerm
of four years 6,317,136

—  thereof secured by
mortgages: 983,603 DM -

320,791,835 247 830
3,821,663,931 2,847,901,192

Il. Current Assets

Leased Products 837,285,272 5HBG 11
Inventories

1aw materials and supplies 336,287,349 29541
Work In progress 111,681,706 103,11
Finished producls and merchandise 525,833,739 20

973,802,794

Other Current Assets
Advance paymenls to suppliers 23,949 537 292 566 856
Trade receivables 271425456 255,300,92
Notes receivable — thereof rediscountable at the Federal Reserve Bank. D 124,008 — 8,162,725
Cash on hand, deposils at the Federal Reserve Bank and at postal giro accounts 2151643 957 044
Cash with banks 973,304,768 785548530
Marketable securities 1,037,446,027 1.045,058,741
Receivables from subsidiaries 809,270,035 509,757 464
Receivables resulting from loans granted under sec. 89 AkiG (Corporation Law) 1,365,880 14978
Miscellaneous assels 208.261.189 375, 198.951
3,425,337.240 3,023,341,648
2,236,425,306 4,534 443,557
Ill, Prepaid Expenses 1,364,492 1,214,177

9,059,353,729 7,383,558,926
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Shareholders’ Equity and Liabilities

l. Common Stock

1l. Reserves

Legal reserves
Balance at beginning of the year
Transfer from premium

Other reserves
Balance at beginning of the year
Transfer from 1986 net income

I1l. Consolidation Reserve

Bl

187,083,250
405,000,000

1,133,188,750
168,750,000

Dec. 31,
1986
BLY

750,000,000 600.000.000

582,083,250

1,301,938,750

IV. Minority Interests - including share of consolidated subsidiaries’ net income for the year: DM 44,706 -

V. Special Reserves

Pursuant to sec. 3 AuslIinv.G. (Foreign Investment Law) and sec. 74 ESIDV
(Income Tax Regulations) and sec. 34.3 EStR (Income Tax Guidlines)

Vl. Registered Dividend Right Certificates
VIl. General Allowance for Doubtful Accounts

VIIl. Pension Fund Provisions and Liabilities
Pension fund provisions
Liabilities to BMW Benevolent Fund

IX. Other Provisions
Provision for deferred maintenance
Miscellaneous provisions

X. Liabilities with a Term exceeding four Years
Loans - thereof secured by mortgages:

Due to banks

~1hereof secured by morigages:

Miscellaneous liabilities

- thereof secured by morgages:

Of item X., due in less than four years:

Xl. Other Liabilities

Trade payables

Advance paymenis received
Liabilities to subsidiaries
Miscellaneous liabilities

Xll. Deferred Income

Xlll. Unappropriated Net Income consolidated

Contingent Liabilities on Discounted Notes Receivable

Guarantees - thereof for Subsidiaries:

Guarantees for Bonds of BMW Overseas Enlerprises NV, Curagao

and BMW Finance NV, Den Haag
Liabilities for Warranty Contracts

DM -

DM 107,604 661 -

DM -
D 519,730,717

DM 42,360,656 -

1986 1285
DM D

1,894,022,000 1,320,272,000
20,891.676 20.876.376
128,006 192.643

45,594 847 150,361,358
70,620,660 59,713,920
12,209,728 14,637,731

822,076,923
59,314,423

881,391,346 813,168,755

26,741,359
2,664,835,135

2,691,576,494 2 262 852,701

50,026,000 &0.026.000
27 846,353 e s

1,878,305 B

589,750,658 408,376,125

919,466,946 782109 22
8,507,874 7 34362

382,133,970 213,808,092,

205,666,052 177, '

423,871,118 361,452,962
42,360,656 47,545,822

562,225,000 311,853,000
8,849 296 8,837,676

1,515,774,849 1180.,908.212
409,250,096 401,945,847

178,143,369 150,253,258

9,059,353,729 7,383,558,926




Consolidated Statement
of Income (Domestic) for the year
ended December 31,1986

with comparative figures for the previous year

Exlernal sales

Expenditure on items not requiring separale disclosure and after set-off
with change in invenlories and company-produced additions to plant and equipment

Income from investment in nonconsolidaled subsidiaries and associated companies
Income from other financial assets

Other interest and similar income

Gains resulting from the reduclion of provisions

Miscellaneous income

Deprecialion on lixed assels

Deprecialion on financial assels

Interest and similar expendilure

Taxes
on income, profils and properly
others

Expenditure for loss fransfer of a nonconsolidaied
associaled company

Met income

Balance brought forward from previous year

Transfer to reserves

Transfer to consolidation reserve

lransfer to minarity inleresls

Minarnity interests in consolidated subsigianes' net income

Unappropriated net income consolidated

Bayerische Motoren Werke
Akltiengesellschaft

The Board of Managemenl
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1986 Q8

D Bl
15,558,506.,464 14.741.298 328
14,246.468,5634 13456764 791
1.312,037,.930 | 284 533 53]
155,941,047 130,908 947
706,445 BEH 481
176,917 755 200 985 F25
74,658 308 63 372.361
445 334 161 243 744 T50
857,557,716 G458 BER DA
2,169,595,646 1,933.401.,601
086,158,799 793.091.499

28.661,088
83911715

713,831,497 47 701 Bl
10,302,403 724.133.800 4. F61 . 52 7H1 G952 ¢
15,400
1,822,880,902 1,632,405, 771
346,714,744 300,995 830
263 .33 618,529
168,750,000 | 50,000,000
15,300
14,700
44 706 | 24 043
178,143,369 150,253,258

The consolidated financial statements and the consolidated annual report,
which we have audited in accordance with professional standards,
comply with all statutory requirements.

bMunich, April 3, 1987

Deutsche Treuhand-Gesellschaft
Akliengesellschaft
Wirtschaftsprutungsgesellschaft

Dr. Schulz Fahrion
Wirtschaftsprifer Wirtschaftsprufer
(independent auditars)
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BMW AG
Ten Year Survey

Sales
Increase
Export share

Production — automobiles
Production - motorcycles

Sales - automobiles
Sales - motorcycles

Investment in tangible fixed assets

Additions to investment in subsidiaries
and associated companies

Depreciation on tangible fixed assets

Workforce at end of year
Wage earners
Salaried employees

Fixed assets

Current assets

Common stock

Reserves

Shargholders' equity
as% of fixed assets

Long-term liabilities 2

Shareholders' equity, special reserves,
registered dividend right
certificates, long-term liabilities
as% of fixed assets

Balance sheet total

Material expenditure

as Y% of total value of production
Workforce expenditure 3

as % of total value of production
Taxes on income, profits

and properly
Net income
Dividends

per share of DM 50 nominal value

1} from 1977 to 1280 production and
sales of BMW Motorrad GmbH

2l pension fund provisions, liabilities to the
BMW Benevolent Fund, liabilities with a

term exceeding four years
3 wages and salaries, social security

contributions, cost of pension plan and

related benefits
4 proposal of the Management

8

DM million
O
Oh

units
units

units
units

D million

DM million
DM million

DM milion
DM million
D million
DM million
DM million

%o
DM million

DM million
0o
DM million

DM million
Uh
DM million
%o

DM million
DM million
DM million

DM

1977

4,993.0
+16.5
47.0

290,236
31,515

288,260
31,231

335.1

g% i
222.5

33,398
23,804
7,786

1,353.4
1,203.7
396.0
391.5
f87.5
28.2
711.7

1,489.2
110.8
2,557 1

2,620.9
51.8
1,350.8
26.7

242.2
1 eing
65.3
9.-

1978

5,959.2
+19.4
47.6

320,853
29,580

321,196
26,592

304.9

5.6
249.6

S R
24,815
8,408

1,450.8
1,487.5
500.0
511.3
10173
g
694.2

1,705.5
117.5
2.938.4

2,989.5
50.2
1,439.2
24.2

374.6
150.6
80.6
3.~
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Supervisory Board

Hans Graf von der Goliz Jakob Gilliam* Seeshaupt
Bad Homburg v.d. H, Head of Technical Planning
Chairman of BMW AG

Businessman
Udo Knop®, Frankiurlt/Main

Kurt Golda*, Gronsdorf WMember of the Board of Management
Deputy Chairman of Bank fur Gemeinwirlschaft AG
Chairman of the Works Council
of BMW AG Dr.Wollgang Leeb, Frankiurt/Main

Member of lhe Board of Managemenl

Eberhard von Heusinger of Dresdner Bank AG

Bad Homburg v.a. H.

Deputy Chairman Alois Mathe® Munich
Member of the Board of Management Deputy Chairman of the Works Council
of Altana Industrie-Akltien of BMW AG, Munich plant

und Anlagen AG
Dr. Hans Meinhardt, Wieshaden

Hans Winschin® Munich Chairman of the Board of
Deputy Chairman Managemenl of Linde AG
Member of the Works Council
of BMW AG, Munich planl FProf. Dr. Rudoll Nirk, Karlsruhe
(until May 8, 1887) Lawyer al the Federal High Court
Johann Vilsmeler* Hans-Erdmann Schonbeck, Grafelling
Frauenbiburg nr.Dingolfing President of the Confederation
Deputy Chairman (since May 9, 1987) of the Automoebile Induslry
Chairman of the Works Council
of BMW AG, Dingolfing plant Manfred Togel®, Munich
Member of the Works Council
Johanna Quandt of BMW AG, Munich plant
Bad Homburg v.d.H.
Deputy Chairman Dr. Dr-Ing. E. h. Dr. phil. h.c. Kurl Werner
Darmstadt
Dr-Ing. E. h. Klaus Barthelt Chairman of the Board of
Erlangen Managemenl of Maschinenfabrik
Chairman of lhe Board of Goebel GmbH

Management of Kraftwerk Union AG
Dr. Kurt Wessing, Dusseldorf
Reinhold Bauer®, Landshul Lawyer
Chairman of the Works Councll
of BMW AG, Landshut plant
(since May 9,1387)

Helmuth Baumgartner® Dingolfing
Member of the Works Council
of BMW AG, Dingolting plant

Klaus Bernhardl®, Frankiurt/Main
[rade union secrelary

Narberl Fischer® Frankiurl/Main
Member of the Board of Management
of 1G Metall *elected by the employees
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Board of Management

Dr.-Ing. E. h. Eberhard v. Kuenhaim
Chairman

Volker Doppelleld

Dr.-Ing. Hans Hagen
(until Octlober 31, 1986)

Dr.-Ing.E.h.Hans C.Koch
Franz Kohne

Dr. Gunter Kramer
(since May 7,1986)

Dr. Helmut Schafer

Dr. Robert Buchelhofer, Deputy
(since May 7, 198G6)

Dr.Eberhard von Koerber, Deputy
(until March 31, 1986)

Dr.-Ing. Wolfgang Reilzle, Deputy
(since February 21,1986)

Officer with General Aulhority:

Dr. Eberhardt C. Sarfert

General Counsel:

Ur. Hagen wuderitz



Agenda of the 67th Annual General
Meeting to be held on Thursday, July 2,
1987 at 10 a.m. in the KongrefBsaal of [he
Deutsche Museum, Museumsinsel 1,
Munich.

Agenda

of the Annual General Meeting

1. Presentalion of the Annual Accounts
al December 31,1966, of the Annual
Reporl and of the Report of the Super-
visory Board, as well as of the Consaoli-
dated Financial Stalemenits at

December 31,1986 and the Consoclidated
Annual Report.

2. Resolution an the allocation of profits.
Board of Management and Super-
visory Board propose using the balance
sheel surplus for the 1986 business year,

amounling to DM 168,750,000, as follows:

distribution of a dividend of DM 12.50 per
share with a nominal value of DM 50 on
the common stock with full dividend
rights for the 1986 business year

(DM 600,000,000)
and

distnbution of a dividend of DM 6.25 per
share with a nominal value of DM 50 on
the common stock with half dividend

rights for Lhe 1986 business year, resulting

from the capilal increase of July 1986,

£ 150,000,000

3. Resolulion on the formal approval of
lhe actions of the members of the Board
of Management.

Board of Management and Super-
visory Board propose approving the
actions of the members of the Board of
Management for the 1986 business year.

4. Resolution on the lormal approval of
lhe actions of the members of the Super-
visory Board.

Board of Management and Super-
visory Board propose approving the
actions of the members of the Super-
visory Board for the 1986 business year.

5. Choice of auditors far the 1987 busi-
NEess year.

The Supervisory Board proposes the
appointment of Deutsche Treuhand-
Gesgellschalt Aktiengeselischaft Wirl
schafltsprifungsgeselischaft, Munich, as
auaitors for the 1987 business year.

(DM 150,000,000 DM 18,750,000
Balance sheet surplus DM 168,750,000
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