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Corporate Governance

Dear shareholders,

The Supervisory Board comprehensively fulfilled all tasks incum-
bent upon it under applicable law, the Articles of Incorporation and
By-Laws in fiscal 2020. We closely supervised, carefully monitored
and advised the Executive Board in the management of the com-
pany. We have satisfied ourselves of the legality and expediency of
management. We were directly involved in a timely manner in all
decisions of fundamental importance to the company.

The Executive Board provided the Supervisory Board with regular,
timely and comprehensive updates at its meetings and in writing
on all issues of relevance to the company. In particular, these in-
clude the business performance, planning, business strategy, signifi-
cant business transactions in the company and the Continental
Group, and the related risks and opportunities, as well as compli-
ance issues. The members of the Supervisory Board were also
available to the Executive Board for consultation outside the meet-
ings. As chairman of the Supervisory Board, | had regular contact
with the Executive Board, in particular with its chairman, and dis-
cussed current company issues and developments with them.
Pursuant to a suggestion of the German Corporate Governance
Code, | also held discussions with investors in 2020 on topics spe-
cific to the Supervisory Board.

Meetings of the Supervisory Board and the committees

The COVID-19 pandemic affected the work of the Supervisory
Board in a variety of ways. Due to the contact and travel restrictions,
the Supervisory Board and its committees were only able to meet
in person at the start of the year and in September 2020. Most
meetings were held virtually. This meant that the participants were
connected to one another via a secure online communication plat-
form, could follow the presentations on screen and make contribu-
tions to the discussions at any time. In total, the Supervisory Board
convened for four ordinary meetings and five extraordinary meet-
ings in 2020, as well as for the strategy meeting and an information
session. The Supervisory Board passed one resolution by means of
a written procedure. At its meetings, the Supervisory Board regu-
larly conferred part of the time in the absence of the Executive
Board. The Chairman’s Committee held eight meetings in the
reporting year. The Audit Committee met four times in 2020.

The Nomination Committee held a written vote. The Mediation
Committee in accordance with Section 27 (3) of the German
Co-determination Act (Mitbestimmungsgesetz - MitbestG) was not
required to meet in 2020. The Committee for Related Party Trans-
actions, which was newly established in 2020, was likewise not
required to meet. There are no other committees. All committees
report to the plenary session on a regular basis. The corporate
governance statement starting on page 16 describes their respon-
sibilities in more detail and names their members.

In fiscal 2020, all members of the Supervisory Board attended
more than half of the meetings of the plenary session and also

of the committees to which they belonged. A detailed account of
each Supervisory Board member’'s meeting attendance will be pub-
lished in the Investors section of our [4 website on March 23, 2021,
with the invitation to the Annual Shareholders’ Meeting.

Key topics dealt with by the Supervisory Board and the
Chairman’s Committee

At each meeting of the plenary session, the Executive Board in-
formed the Supervisory Board in detail of the sales, results and
employment development in the Continental Group and individual
business areas as well as the financial situation of the company.
Where the actual course of business deviated from the defined
plans and targets, the Executive Board provided detailed explana-
tions. It discussed the reasons for these deviations and the measures
introduced in depth with the Supervisory Board. In addition, the Ex-
ecutive Board regularly informed us about the Continental Group’s
main raw materials and sales markets and about Continental AG's
share price performance.

As was the case in the second half of 2019, the Supervisory Board
meetings throughout the reporting year additionally addressed the
major challenges that the company is facing as a result of the par-
tially disruptive and ever accelerating transformation of the auto-
motive industry, and which have become exacerbated to the point
of crisis due to the effects of the COVID-19 pandemic worldwide.
The restructuring plans summarized in the Transformation 2019-
2029 structural program as well as further measures taken by the
Executive Board to increase the company’s financial strength and
competitiveness were the subject of intense and sometimes con-
tentious discussions in several meetings throughout the year, start-
ing with an extraordinary meeting on February 19, 2020.

At this meeting on February 19, 2020, the Supervisory Board also
approved the new remuneration system for members of the Execu-
tive Board, valid as of January 1, 2020, after further extensive dis-
cussion. This is described in detail in the remuneration report. We
also dealt with the preparations for the spin-off and subsequent list-
ing of Vitesco Technologies, and were informed about this in detail
once again at a separate information session on March 3, 2020.
This spin-off was also discussed at the meeting to approve the an-
nual financial statements on March 17,2020, in which the Super-
visory Board further acknowledged the decision to postpone the
Annual Shareholders’ Meeting scheduled for April 30, 2020, due to
the restrictions as a result of COVID-19. Other topics of focus in this
meeting included the determination of remuneration paid to indi-
vidual members of the Executive Board as well as the company’s
annual financial statements and the consolidated financial state-
ments for 2019, which we discussed and approved in the presence
of the auditor. In addition, based on the reasoned recommendation
of the Audit Committee, we declared our intention to propose to
the 2021 Annual Shareholders’ Meeting the appointment of Price-
waterhouseCoopers GmbH Wirtschaftsprufungsgesellschaft, Hano-
ver (PwQ), as the new auditor for fiscal 2021. At a further extraordi-
nary meeting on April 16, 2020, the Executive Board provided the
Supervisory Board with an in-depth report on the situation for em-
ployees and the company with respect to the coronavirus pan-
demic and the measures to protect against it. The meeting on
April 30, 2020, was devoted, among other topics, to the presenta-
tion of Prof. Paul Erker’s study on the history of Continental during
the Nazi era as well as reports on the status of the Transformation
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2019-2029 structural program. The Supervisory Board further
acknowledged the Executive Board's decision to postpone the spin-
off of Vitesco Technologies due to the COVID-19 pandemic and
the resulting ongoing economic uncertainty. In addition, the Super-
visory Board approved amendments to its By-Laws and those of
the Audit Committee in line with the German Act for the Implemen-
tation of the 2nd EU Shareholder Rights Directive (ARUG /1) and the
new version of the German Corporate Governance Code.

On June 3, 2020, another extraordinary Supervisory Board meet-
ing was held. The main topics of discussion were the approval for
holding a virtual Annual Shareholders’ Meeting on July 14, 2020,
and its preparation, a waiver of remuneration for the members of
the Supervisory Board and the Executive Board, and the appoint-
ment of Andreas Wolf as a member of the Executive Board for the
Powertrain business area. Following the virtual Annual Sharehold-
ers’ Meeting on July 14, 2020, the Supervisory Board convened
again to discuss business performance and agreed on restructur-
ing measures in Mexico and Spain. At the full-day strategy meeting
on September 29, 2020, the Executive Board and the Supervisory
Board once again discussed at length the strategic objectives and
strategic planning of the Continental Group and the business areas,
as well as the HR strategy. The main topics of discussion were the
growth strategy for Rubber Technologies, vehicle architecture and
connectivity, software and systems excellence, and autonomous
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mobility and safety, as well as the activities of co-pace, Continental’s
start-up organization. We again devoted a larger part of the meet-
ing on September 30, 2020, to discussions without the Executive
Board, including discussions relating to the succession planning for
the Executive Board. The Supervisory Board also approved the
closure of the tire plant in Aachen and the automotive location in
Karben, the restructuring measures at the Regensburg location,
and the repatriation of the business from associate Osram Conti-
nental. Finally, the head of the Compliance department submitted
her annual report to the plenary session on the department’s work
and significant compliance cases. On November 12, 2020, an-
other extraordinary meeting took place: we approved the early
termination of the directorship of Dr. Elmar Degenhart, who an-
nounced on October 29, 2020, that he would be stepping down
from his position as chairman of the Executive Board for health
reasons effective November 30, 2020, and we appointed Nikolai
Setzer as his successor. The Executive Board also informed us
about the Capital Market Days in December 2020.

At its meeting on December 15, 2020, the Supervisory Board dis-
cussed in detail the annual planning for 2021 and the long-term
planning. It also approved the planning and the investment plans
for fiscal 2021. In addition, we determined the objectives for the
short-term and long-term variable remuneration components for
the members of the Executive Board.
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At its meetings on February 19, March 17, June 3, November 12
and December 15, 2020, the Chairman’s Committee held prepara-
tory discussions in particular regarding the plenary session’s deci-
sions on the remuneration system for the members of the Execu-
tive Board, the determination of their individual remuneration, the
remuneration of the Supervisory Board, and other personnel mat-
ters relating to the Executive Board. In addition, at its meeting on
February 19, 2020, it approved the granting of guarantees for the
business of Vitesco Technologies with specific automotive manu-
facturers, which will remain effective after the spin-off. The Chair-
man's Committee also dealt with this topic again at an extraordi-
nary meeting on October 19, 2020 and at its December meeting.
At a meeting on April 30, 2020, it approved additional financing
for associate Osram Continental, and on September 30, 2020,

it approved the issuing of bonds as part of the Debt Issuance
Programme.

Key topics dealt with by the Audit Committee

The Audit Committee was also informed by the Executive Board

in detail and on an ongoing basis about sales, results and employ-
ment development in the Continental Group and individual busi-
ness areas as well as the financial situation of the company. The
Executive Board is assisted by the heads of Accounting and Group
Controlling, who can provide the Audit Committee directly with in-
formation at its meetings. In addition, the chairman of the Audit

Committee is in contact with the chief financial officer and the audi-

tor of the Continental Group outside of the meetings on a regular
basis.

As a focus of each of its quarterly meetings, the Audit Committee
talks with the Executive Board about the accounting as at the end
of the previous quarter and the outlook for the year as a whole as
well as the quarterly and half-year financial reports prior to their
publication. At its meeting on March 3, 2020, the Audit Committee
discussed the company’s annual financial statements and the con-
solidated financial statements as well as the non-financial state-
ment for 2019 with the Executive Board and the auditor and rec-
ommended their approval to the plenary session of the Super-
visory Board. The interim financial statements as at June 30, 2020,
were reviewed by KPMG AG Wirtschaftspriufungsgesellschaft, Han-
over (KPMG), on behalf of the Audit Committee. The work of the
Compliance and Group Audit departments and reporting on signifi-
cant incidents are also regular topics at each quarterly meeting.
This includes in particular the matters described in more detail in
the report on risks and opportunities and in the notes to the con-
solidated financial statements. The head of the Compliance depart-
ment and the head of Group Audit are also available to provide in-

formation directly to the Audit Committee and its chairman in coor-

dination with the Executive Board. The chairman of the Audit Com-
mittee shares key information as part of his regular reporting to
the plenary session. In addition, the Executive Board reports to the
Audit Committee on the material risks covered by the risk manage-
ment system and the corresponding measures resolved. The Audit
Committee has satisfied itself of the effectiveness of the internal
control system, the risk management system and the internal audit
system.

In addition to these recurring topics, at its meeting on March 3,
2020, the Audit Committee had a final discussion of the results of
the selection process for the change of auditor required in 2021
and decided to recommend to the plenary session of the Super-
visory Board that the appointment of PwC as the new auditor for
fiscal 2021 be proposed. On July 31, 2020, the Audit Committee
heard information on the progress of major acquisition and invest-
ment projects, as it does regularly every year. In 2020, this related
in particular to the purchase of an indirect minority stake in HERE
International BV, Netherlands, as well as the takeover of Kathrein
Automotive GmbH, Germany, by the Vehicle Networking and Infor-
mation business area and of Kmart Tyre and Auto Service Ltd.,
Australia (now operating under the name Tyre and Auto Pty Ltd,
Australia), by the Tires business area. The Executive Board provided
the Audit Committee, at its meetings on July 31 and November 4,
2020, with in-depth information about the investigations initiated
by the public prosecutor’s office against Continental employees in
connection with the diesel scandal as a result of supplying the en-
gine control unit for the EA 189 engine to VW. This matter was also
the subject of reports by the chairman of the Audit Committee to
the plenary session and of regular exchanges with the Supervisory
Board chairman. Also discussed on multiple occasions were the al-
legations made by the German Federal Financial Supervisory Au-
thority (Bundesanstalt flr Finanzdienstleistungsaufsicht) regarding
an alleged failure to issue an ad hoc disclosure in connection with
the publication of the results for the third quarter of 2016. At the
meeting on November 4, 2020, the Audit Committee issued the
mandate for the audit of the 2020 annual and consolidated finan-
cial statements and the dependent company report to the auditor
appointed by the Annual Shareholders’ Meeting, KPMG, after ob-
taining the necessary dependent company report, and coordinated
key audit matters with the auditor. KPMG was also commissioned
to audit the combined non-financial statement. In addition, the
Audit Committee defined an approval framework for commission-
ing the auditor with permissible non-audit services in accordance
with the EU Audit Regulation. The Executive Board regularly in-
forms the Audit Committee about the use of this authorization.

Corporate governance

At its meeting in December 2020, the Supervisory Board agreed

to an updated declaration in accordance with Section 1671 of the
German Stock Corporation Act (Aktiengesetz - AktG) on the recom-
mendations of the German Corporate Governance Code (Deutsch-
er Corporate Governance Kodex) (‘the Code"). It refers to both the
Code as amended on February 7, 2017, and the new version of the
Code dated December 16, 2019. Owing to the Code’s revised rec-
ommendations, the Supervisory Board also approved adjustments
to the “objectives for the composition of the Supervisory Board.”
There were no conflicts of interest for members of the Supervisory
Board in the reporting year. In its opinion, the Supervisory Board
also had an appropriate number of independent members, in par-
ticular on the shareholder side, as defined in the Code at all times
in the period under review. Further information on this topic and on
corporate governance in general is included in the corporate gov-
ernance statement starting on page 16.
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Annual and consolidated financial statements; combined
non-financial statement for 2020
KPMG audited the annual financial statements as at December 31,

2020, prepared by the Executive Board in accordance with the pro-

visions of the German Commercial Code (Handelsgesetzbuch -
HGB), the 2020 consolidated financial statements and the com-
bined management report for the company and the Continental
Group, including the accounts, the accounting-related internal con-
trol system and the system for early risk recognition. The 2020
consolidated financial statements of Continental AG were prepared
in accordance with the International Financial Reporting Standards
(IFRS). The auditor issued unqualified opinions. In terms of the sys-
tem for early risk recognition, the auditor found that the Executive
Board had taken the necessary measures under Section 91 (2)
AktG and that the company’s system for early risk recognition is
suitable for identifying developments at an early stage that pose a
risk to the company as a going concern. In addition, KPMG audited
the Executive Board's report on relations with affiliated companies
pursuant to Section 312 AktG (dependent company report). KPMG
issued the following ungualified opinion on this report in accord-
ance with Section 313 (3) AktG:

“Based on the results of our statutory audit and evaluation we
confirm that:

the actual information included in the report is correct,

with respect to the transactions listed in the report, payments by
the company were not unduly high or that detrimental effects
had been compensated for, and

there are no circumstances in favor of a significantly different as-
sessment than that made by the Executive Board in regard to the
measures listed in the report.”

The Audit Committee discussed the documents relating to the
annual financial statements, including the dependent company
report, and the auditor’s reports with the Executive Board and the
auditor on March 2, 2021. Furthermore, the plenary session of the
Supervisory Board discussed these at length at its meeting to ap-
prove the annual financial statements on March 16, 2021. The dis-
cussions also concerned the combined non-financial statement for
the Continental Group and for Continental AG according to Section
289b and Section 315b HGB. The required documents were dis-
tributed to all members of the Audit Committee and the Super-
visory Board in good time before these meetings so that the mem-
bers had sufficient opportunity to review them. The auditor was
present at these discussions. The auditor reported on the main
results of the audits and was available to provide additional infor-
mation to the Audit Committee and the Supervisory Board. Based
on its own review of the annual financial statements, the consoli-
dated financial statements, the combined management report of
Continental AG and of the Continental Group, as well as the de-
pendent company report including the final declaration of the Ex-
ecutive Board, and based on the report and the recommendation
of the Audit Committee, the Supervisory Board concurred with the
results of the auditor’s audit. There were no objections. The Super-
visory Board approved the annual financial statements and the
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consolidated financial statements. The annual financial statements
are thereby adopted. KPMG issued an unqualified opinion for the
combined non-financial statement. Based on the Supervisory Board's
own review, the Audit Committee’s report on its preliminary exami-
nation and its recommendation, and KPMG's audit and unqualified
opinion on the combined non-financial statement, the Supervisory
Board finds that the combined non-financial statement is correct
and appropriate and was prepared in accordance with Sections
315b and 315c in conjunction with Sections 289c¢ to 289e HGB.

The Supervisory Board together with the Executive Board will pro-
pose to the Annual Shareholders’ Meeting on April 29, 2021, to
forgo the payment of a dividend for the past fiscal year and that
the retained earnings for fiscal 2020 be carried forward in full to
new account.

Personnel changes in the Supervisory Board and Executive
Board

There were no personnel changes made in the Supervisory Board
in 2020.

Further information on the members of the Supervisory Board and
its committees who were in office in the year under review can be
found on pages 19 and 20 and on pages 219 and 220.

At its meeting on June 3, 2020, the Supervisory Board appointed
Andreas Wolf as a member of the Executive Board for the Power-
train business area. After the spin-off of Vitesco Technologies had
to be postponed, this decision gives due consideration to his re-
sponsibility for the business area that he took over in October
2018. 0On October 29, 2020, Dr. Elmar Degenhart informed us of
his wish to resign from his position as chairman of the Executive
Board for health reasons as of November 30, 2020. The Super-
visory Board approved this on November 12, 2020. Once more,
we would like to express our thanks to Elmar Degenhart for his out-
standing performance, his exemplary leadership and his considera-
ble contribution to Continental’s success over the years. We wish
him all the best for the future, and in particular good health. At the
same time, the Supervisory Board appointed Nikolai Setzer as chair-
man of the Executive Board. Nikolai Setzer will continue to serve as
chairman of the Automotive Board.

The Supervisory Board would like to thank the Executive Board, all
the employees and the employee representatives for their consid-
erable dedication over the past year.

Hanover, March 16, 2021

For the Supervisory Board,

Prof. Dr-Ing. Wolfgang Reitzle
Chairman
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