






























































Continental AG Y 2021 Integrated Sustainability Report > Development of Material Sustainability Topic Areas

In fiscal 2021, total indirect COz emissions along the value chain
(Scope 3) amounted to 108.89 million metric tons of CO2. (PY: n. a.).
The CO, emission factors correspond to CO2 equivalents (CO2e).
The figures for fiscal 2021 comprise, for the first time, all 15 cate-
gories of the GHG Protocol. These relate only to continuing opera-
tions and therefore no longer include the CO; emissions of Vitesco
Technologies (cf. Remarks Regarding Reporting, p. 6). The largest
categories in Scope 3 are “Use of sold products” and “Purchased
goods and services,” for which the most significant absolute
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changes compared to the previous year are also present. The re-
duction for “Purchased goods and services” results in particular
from the absence of CO2 emissions from Vitesco Technologies. The
increase for “Use of sold products” is due to the increase in the
product weight sold or tires sold as well as changes to accounting
factors.

Indirect CO; emissions along the value chain (Scope 3) in millions of metric tons of

COo,' 2021 2020 Primary data base
Category 1: indirect CO, emissions (Scope 3) - Purchased goods and services 12.90 14.65 Purchased weight, service expenses
Category 2: indirect CO, emissions (Scope 3) - Capital goods 1.23 n.a. Property, plant and equipment expenses
Category 3: indirect CO2 emissions (Scope 3) - Fuel- and energy related activities
(not included in Scope 1 and 2) 0.61 0.41 Energy consumption
Category 4: indirect CO, emissions (Scope 3) - Upstream transportation and distribution 0.47 0.70 Logistics expenditures
Category 5: indirect CO, emissions (Scope 3) - Waste generated in operations 0.04 0.04 Waste generation
Category 6: indirect CO, emissions (Scope 3) - Business Travel 0.02 0.02 CO; data of service providers
Category 7: indirect CO, emissions (Scope 3) - Employee commuting 0.19 n.a. Employee survey
Category 8: indirect CO, emissions (Scope 3) - Upstream leased assets 0.02 n.a. Number of logistics warehouse locations
Category 9: indirect CO, emissions (Scope 3) - Downstream transportation
and distribution 0.30 0.50 Logistics expenditures, expert assessment
Category 10: indirect CO, emissions (Scope 3) - Processing of sold products? 1.42 1.42 Product weight
Category 11:indirect CO, emissions (Scope 3) - Use of sold products® 87.95 86.88 Number of tires, product weight
Category 12: indirect CO, emissions (Scope 3) - End-of-Life treatment of sold products 3.66 342 Product weight
Number of buildings leased and rental income
Category 13: indirect CO2 emissions (Scope 3) - Downstream leased assets 0.01 n.a. for leased equipment
Category 14: indirect CO; emissions (Scope 3) - Franchises 0.01 n.a. Locations
Category 15: indirect CO, emissions (Scope 3) - Investments 0.05 n.a. Sales of equity accounted investees
Total indirect CO; emissions along the value chain (Scope 3) 108.89 n.a

1 Definitions in accordance with the GHG Protocol. CO> emission factors correspond to CO; equivalents (COze). Optional reporting aspects for Scope 3 are currently not taken

into account.

2 Excluding the industrial business of the ContiTech business area due to an accounting approach that is currently missing.
3 Excluding the industrial business of the ContiTech business area due to an accounting approach that is currently missing as well as single business operations insignificant in
terms of CO: of the Automotive Technologies group sector (two-wheel business) and the Tires business area (e.g. ContiTrade business, parts of the Speciality Tires business unit).

Particular Information About Calculating Scope 3 Emissions
CO; emissions are calculated in accordance with the Corporate
Value Chain (Scope 3) Accounting and Reporting Standards 2011.
In accordance with the company’s financial reporting and, accord-
ingly, its sustainability reporting, operational control was used as
the consolidation approach (see also Remarks Regarding Report-
ing, page 6).

In most cases and where not otherwise specified, the calculation is
based on the company’s own primary data. Only the calculation of
the categories “Business travel” and “Investments” was carried out
using external primary data. In addition, external secondary data
such as emission factors from Defra (Full set, Version 2.0, 2021)
and Sphera (GaBi, version 10.6.0.110) were used, as well as other
factors.

The calculation approaches and datasets applied are explained
below for each report category:

Category 1: Purchased goods and services

The weight for purchased product groups was multiplied by the
specific emission factors of GaBi or internally determined group
sector- and business area-specific CO» factors.

For purchased product groups for which not all weight information
was available, the missing share was determined through calcula-
tions. For this purpose, the missing value was extrapolated using
either the number of units or the expenditures.

The expenditures for services were multiplied either by the specific
emission factors from Defra or by an internally determined emis-
sion factor. For this purpose, a small volume of expenditure classifi-
cations have been extrapolated.
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Category 2: Capital goods

The expenditures for property, plant and equipment were multi-
plied either by the specific emission factors from Defra or by an in-
ternally determined emission factor. For this purpose, a small vol-
ume of expenditure classifications have been extrapolated.

Category 3: Fuel- and energy-related activities (not included in
Scopes 1 and 2)

Energy consumption was multiplied by the specific emission fac-
tors from Defra.

Category 4: Upstream transportation and distribution

The transportation performance for each mode of transport (road,
rail, sea, and air) determined through calculations on the basis of lo-
gistics expenses were multiplied by the specific emission factors of
GaBi. Representative routes and internal expert assessments were
used to determine transportation performance.

Category 5: Waste generated in operations
Waste generation was multiplied by the specific emission factors
from Defra.

Category 6: Business travel

CO;z emissions for business trips were surveyed from among travel
booking service providers. In order to cover business trips that may
not have been booked via these service providers, internal expert
assessments for this portion were also used.

Category 7: Employee commuting

Commuting mileage and means of transport were determined by
means of a survey of employees worldwide. The random sample
taken was extrapolated to the entire workforce and multiplied by
relevant internal and external factors such as sick days and vaca-
tion days as well as specific emission factors from Defra.

Category 8: Upstream leased assets

Significant upstream leased assets are already accounted for under
Scope 1 and Scope 2. The rented logistics warehouses that have
not already been reported were identified as additional assets to be
reported. These were multiplied by an internally determined CO»
factor. The data were supplemented by internal expert assess-
ments.

Category 9: Downstream transportation and distribution

The logistics paid by the customer were extrapolated from Conti-
nental to the customer as well as internal expert assessments on
the basis of Continental's own logistics emissions (“Upstream trans-
portation and distribution”).

Category 10: Processing of sold products
With the help of the product weight sold and the average vehicle
weight based on market data, a virtual vehicle quantity was mod-

eled, and this quantity multiplied by the Scope 1 and Scope 2 emis-
sions per vehicle manufactured by selected automotive manufac-
turers. The calculation therefore relates exclusively to Continental’s
vehicle business, and thus does not currently include the industrial
business of the ContiTech business area.

Category 11: Use of sold products

The product weight sold for the Automotive Technologies group
sector and the ContiTech business area, as well as the number of
tires sold for the Tires business area, were calculated with emission
factors and other assumptions. The EU tire label classes were also
taken into account in the Tires business area.

In particular, the following assumptions were applied:

The emission factor for passenger cars and light commercial ve-
hicles comes from the International Council on Clean Transporta-
tion (ICCT) (January 2022).

The emission factor for heavy to medium commercial vehicles
comes from Defra.

A service life of 200,000 km was assumed for passenger cars
and light commercial vehicles (source: 2020 Sustainability Re-
ports of Volkswagen and Daimler).

For heavy to medium commercial vehicles, a service life of
1,000,000 km was assumed (source: internal expert assessment).
The average vehicle weights for passenger cars and light com-
mercial vehicles come from EEA (source: European Environment
Agency 2021).

The average vehicle weights for heavy to medium commercial
vehicles come from IHS 2021 (access subject to a charge).

The Tire's share of CO, emissions as well as other assumptions
such as tire service life and the number of tires per vehicle are
based on internal expert assessments and published industrial
data.

Bicycle tires were reported as zero CO; emissions since they do
not cause direct CO, emissions during the use phase.

The calculation therefore relates exclusively to Continental's vehicle
business in passenger cars and light commercial vehicles as well as
heavy to medium commercial vehicles, and thus does not currently
include, in particular, the industrial business of the ContiTech busi-
ness area or the business operations insignificant in terms of CO»
of the Automotive Technologies group sector (two-wheel business)
and the Tires business area (e.g. ContiTrade business, parts of the
Speciality Tires business unit).

Category 12: End-of-life treatment of sold products

The product weight sold was multiplied by the specific emission
factors of GaBi in accordance with the disposal and recycling type.
Internal expert assessments and industrial data were used in the
classification of disposal and recycling type.
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Our ambition

As set out in our sustainability ambition, we strive for 100% emis-
sion-free mobility and industry by 2050 at the latest, together with
our partners along the value chain. “Emission-free” refers to zero
emissions of greenhouse gases and nitrogen oxides (NO,), for ex-
ample, but does not include harmless emissions such as water va-
por, non-toxic biodegradable particulate emissions or minimal noise
emissions.

Of central importance for our ambition are the requirements and
speed of transformation of our customers, industries and markets.

Concept

Continental is shaping the transformation toward emission-free mo-
bility and emission-free industries with customer-oriented solutions,
such as for electric mobility, emission-free railway engineering, bicy-
cles and wind turbines. In doing so, we rely both on new product
developments and on the further development of our existing
product portfolio.

The respective group sectors and business areas are responsible
for implementing the sustainability ambition. To this end, relevant
aspects have been and will continue to be incorporated in portfolio
analyses, and are included in the strategy and business develop-
ment processes for the group sectors and business areas.

For the implementation of our concept with respect to emission-
free mobility and industries., we record our allocated business with
emission-free mobility and industries as a performance indicator.
This consists of allocated business with zero-tailpipe-emission vehi-
cles as well as allocated low-carbon business beyond business with
zero-tailpipe-emission vehicles. Only all clearly allocated sales are
recorded. In terms of vehicles, these include sales of tires, displays,
sensors, electronic control units, artificial leather and hoses for

emission-free passenger cars and trucks, as well as air springs for
emission-free trains and trams; in terms of other business, they in-
clude sales of hoses for wind turbines or photovoltaic systems.

Results of the concept

In fiscal 2021, the allocated business with emission-free mobility
and industries amounted to a total of €991 million (PY: n.a.). The
allocated business with zero-tailpipe-emission vehicles accounted
for the largest share at €986 million (PY: €826 million including
Vitesco Technologies). Despite the absence of corresponding sales
for Vitesco Technologies, business with emission-free mobility and
industries therefore increased considerably in fiscal 2021. This is
attributable in particular to the growing market success of electric
mobility, since Continental’s products can now be found in many
mass-produced models.

Emission-free mobility and industries

performance indicators 2021 2020
Allocated business with zero-tailpipe-emission

vehicles in millions of euros’? 986 826
Allocated low-carbon business beyond business

with zero-tailpipe-emission vehicles in millions of

euros® 6 n a
Allocated business with emission-free mobility

and industries in millions of euros 991 n.a.

1 Definition: allocated business with zero-tailpipe-emission vehicles comprises all
business with products for vehicles transporting goods and people that count as
Taxonomy-eligible low-carbon technologies for transport under the delegated
regulation (2021/2800) for climate change mitigation and adaptation of the
Taxonomy Regulation (2020/852).

2 The business can be allocated via the vehicle manufacturer, the vehicle platform
or the product specification, for example. The data includes both pure business and
attributable business, such as in the case of combined vehicle platforms. For the
Tires, ContiTech and Contract Manufacturing business areas, the sales reported at
the end of the year were included. For Contract Manufacturing, this was based on
an estimation by the customer Vitesco Technologies. In the case of the Automotive
Technologies group sector, a calculation was carried out for passenger cars and light
commercial vehicles using internal, vehicle-specific planning data for sales and
external data for production quantities, and for medium and heavy commercial
vehicles this was based on the relevant customer portfolio.

3 Definition: allocated low-carbon business beyond business with zero-tailpipe-emission
vehicles measures business that enables our customers to significantly contribute to
climate change mitigation and is considered Taxonomy-eligible under the delegated
regulation (2021/2800) for climate change mitigation and adaptation of the
Taxonomy Regulation (2020/852), excluding low-carbon technologies for transport.
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Tires

Conti GreenConcept - Low Resource Consumption Along
the Value Chain

With the Conti GreenConcept tire concept presented for the
first time at IAA Mobility in fiscal 2021, Continental is empha-
sizing its vision of being the most progressive tire along the
value chain target by 2030. The integrated sustainable tire
concept aims to keep resource consumption particularly low
along the value chain for tires: from the sourcing of the materi-
als to production and right through to extending service life or
useful life.

To this end, we rely on innovative lightweight construction
methods, a renewable and functional tread and a particularly
high proportion - over 52% - of renewable and recycled raw
materials.

Thanks to the innovative lightweight construction method, the
rolling resistance of the Conti GreenConcept tire is also around
25% lower than that of tires with rolling resistance class A ac-
cording to the EU tire label, making it the best in this range.

The tread of the Conti GreenConcept can be exchanged sev-
eral times and with little time and material effort. In addition,
the latest generation Continental sensor continuously moni-
tors temperature, pressure and tread depth inside the tire.

Polyester yarn made from recycled PET is being used for the
first time. From 2022, Continental will allow the introduction of
polyester yarn in passenger car tire production, which will be
produced from plastic bottles that have been recycled.

ContiTech

New TPO film -Designed for Recycling

The focus is not only on the drive system, but also on the path
to sustainable mobility of the future. Components for vehicle
interiors are also manufactured in an increasingly resource-ef-
ficient way. One example is the new TPO film: this plasticizer-
free surface material for automotive interiors can be efficiently
recycled.

TPO material consists of olefin-based thermoplastic elasto-
mers. Bio-based polymers are made of plant waste. They thus
absorb CO; from the atmosphere.

By combining thermal-mechanical recycling with bio-based
polymers, the new TPO film becomes a product with signifi-
cantly improved CO> balance. This has already resulted in
components with a film solution containing 30% recyclate
from recycled film material. In combination with chemical re-
cycling, we work on a closed circle.

Various vehicle manufacturers use TPO film in their models:
on instrument panels, door panels, door sills, center consoles,
or seat backs, for example. The material saves weight and is
equally robust, resistant to aging, and is a low-emissions prod-
uct. TPO now becomes even more attractive for monomaterial
concepts in the development of interior components due to
its significantly improved CO; balance.

Automotive Technologies

Recycled Display Units

Since 2015, Continental has sold several million of its double
thin-film transistor (TFT) display worldwide, and installed them
in vehicles in the middle and upper price segments of a major
German automobile manufacturer. Compound technology - at
that time an innovation - made it possible to implement visu-
ally attractive customer solutions.

On some displays, however, a physical effect triggered by UV
light - known as “white lining” - occurred after a few years.
This problem can be solved by means of recycling. The dis-
plays can be broken down into their constituent components
and reassembled in a specially developed process. Only the
glass that was previously painted with an UV-resistant coating
is replaced in order to prevent the negative effect from occur-
ring again. All other parts can be reused.

In this way, 470,000 displays could theoretically be recycled in
China alone, thereby avoiding the production of spare parts
and generation of waste, which has a positive impact on the
energy balance.
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Our ambition

As set out in our sustainability ambition, we strive for 100% respon-
sible sourcing and business partnerships by 2050 at the latest, to-
gether with our partners along the value chain.

Our understanding of a responsible value chain thus refers to our
supply chain and customer relationships and to our own locations.

Of central importance for our ambition are the requirements and
speed of transformation of our customers, industries and markets.

Concept

In our Business Partner Code of Conduct, which was most recently
updated in fiscal 2021, we define the fundamental requirements,
among others for our suppliers, and for their suppliers, including
with regard to human rights, working conditions, environmental
protection, conflict minerals and anti-corruption. Violations of our
regulations can also be reported via the Compliance & Anti-Corrup-
tion Hotline, which is available around the clock and worldwide. In
the event that violations of our binding regulations are identified,
we demand improvements and reserve the right to terminate the
business relationship. For suppliers of natural rubber, our sourcing
policy for sustainable natural rubber additionally applies.

Before even establishing a business relationship, we screen poten-
tial suppliers by means of self-assessments as well as local audits,
which may also include sustainability topics (such as fire protection
and occupational safety). We assess selected suppliers with the help
of self-assessment guestionnaires, which we collect via the generally
accepted sustainability platforms for our industries, EcoVadis and
NQC, and the amount of which we assess at a corporate level on
an annual basis.

We continue to develop our approach for the responsible value
chain further in dialog with external stakeholders and support the
development of industry-wide standards, for example through our
active participation in industry dialog with the German government

on human rights in the automotive industry and through the Global
Platform for Sustainable Natural Rubber (GPSNR).

Responsible sourcing is the responsibility of the relevant purchas-
ing organizations, which are established at Continental by group
sector and product group, for example, with teams in the various
countries. A corporate purchasing network regularly deals with re-
sponsible sourcing topics as well. The Group Quality group function
coordinates the management of conflict minerals, including the
corresponding reporting processes.

More information on the implementation of a responsible value
chain with regard to our own locations can be found in the following
sections on good working conditions and green and safe factories.

In the reporting year, under the leadership of the Group Sustaina-
bility group function, a corporate project was launched for the
implementation of the German Supply Chain Due Diligence Act
(Lieferkettensorgfalts-pflichtengesetz - [ kSG), which will enter into
force in 2023.

Results of the concept

With regard to the sourcing of sustainable natural rubber, the piloted
approaches for traceability have been further expanded upon as
part of the Rubberway project and collaboration with the German
Society for International Cooperation (Deutsche Gesellschaft fur
Internationale Zusammenarbeit - GIZ) in Indonesia.

As at December 31, 2021, 631 valid supplier self-assessment ques-
tionnaires were available via the two sustainability platforms EcoVa-
dis and NQC (PY: 696 including Vitesco Technologies). This corre-
sponds to a completion rate of 53% of suppliers selected for this
process (PY: 59% including Vitesco Technologies). The decline in
the number of available valid self-assessment questionnaires and
the lower completion rate are due in particular to a large number
of self-assessment questionnaires completed by suppliers that have
expired and need to be renewed, and, to a lesser extent, to the spin-
off of Vitesco Technologies.

Responsible value chain performance indicator 2021 2020
Number of available valid supplier self-assess-
ment questionnaires (as at December 31)" 631 696

1 Based on the self-assessment questionnaires via the sustainability platforms EcoVadis
and NQC completed by suppliers selected for this process.


https://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2021_so.pdf

Continental AG» 2021 Integrated Sustainability Report > Development of Material Sustainability Topic Areas 27

Continental pursues an integrated management approach to ful-
filling its duty of care with respect to human rights. This means that
we apply our management approach to both our supply chain and
our customer relationships, as well as our own locations. The group
function Group Sustainability coordinates the ongoing develop-
ment of this management approach.

Principles, guidelines, and training

In the corporate-wide codes of conduct for our own employees and
our business partners as well as in the company’s sourcing policy
for sustainable natural rubber, Continental is committed to respect-
ing human rights and the core labor standards of the International
Labour Organization (ILO) in accordance with the United Nations
Guiding Principles on Business and Human Rights (UNGP). We ex-
pect our business partners, including all suppliers and service pro-
viders, to drive forward the implementation of the requirements

specified in our Code of Conduct and in our sourcing policy for sus-

tainable natural rubber in their respective supply chains as well. In
our Business Partner Code of Conduct, which was last updated in
fiscal 2021, we define the basic requirements for our suppliers and,

in turn, their suppliers, with respect to human rights, working condi-

tions, environmental protection, conflict minerals, and anti-corrup-
tion, among other issues.

Employees are informed about the Code of Conduct. In fiscal 2021,

6,378 employees received e-learning on the Code of Conduct (PY:
n. a.). In addition, training sessions and workshops on specific areas
of human rights are carried out with relevant group functions in or-
der to promote the integration of human rights aspects into the rel-
evant management and decision-making processes.

Risk analysis and mitigation

The group function Group Security systematically analyzes and as-
sesses country-specific risks at a corporate level and makes these
assessments available to various group functions, such as Purchas-
ing.

Location-specific risks are analyzed and evaluated in particular by
our local environment, occupational safety and health managers
(ESH managers) within the framework of the local management

systems and our network of country coordinators for labor rela-
tions. Certifications for the environmental management system
reached a coverage level of 76% as at December 31, 2021 (PY:
82% including Vitesco Technologies), while the occupational safety
and health management system had a coverage of 62% of employ-
ees (PY: 69% including Vitesco Technologies).

Prior to entering into any business relationship, we analyze and
evaluate risks in our supply chain by means of self-assessment and,
in some cases, on-site audits, which may also include topics with
relevance to human rights (eg. fire protection and occupational
safety). We assess compliance with the sustainability requirements
set by our Code of Conduct for Business Partners, in particular by
means of self-assessments using the EcoVadis and NQC platforms.
Measures for processing priority areas such as natural rubber or
conflict minerals (incl. cobalt) have been handled by cross-group
sector working groups. To continuously develop the responsible
value chain approach, Continental is actively working with various
stakeholders in cooperative industry initiatives (see page 28) on
new joint solutions and approaches along our supply chains.

Complaint mechanism

Continental has set up a Compliance & Anti-Corruption Hotline to
give its employees and third parties outside the Group the oppor-
tunity to report violations of the company’s Code of Conduct or
suspected violations of the same. Information may also be commu-
nicated anonymously via the hotline, if permitted by law. The group
functions Group Internal Audit, Group Security, and Group Compli-
ance review and track the information received. Confirmed viola-
tions of our Code of Conduct will be sanctioned. In the event of any
violation of our human rights regulations by our business partners,
Continental explicitly reserves the right to demand corrective ac-
tion or to terminate the business relationship.

Review and reporting

In the reporting year, a group-wide project was set up under the
leadership of the group function Group Sustainability in order to
implement the requirements of Germany’s Supply Chain Due Dili-
gence Act (LkSG) set to come into force in 2023. Further infor-
mation on our approach to human rights management can also be
found in the Continental Group’s latest “Modern Slavery Statement”
(available in English only) on the corporate website at [Z www.conti-
nental-sustainability.com.


http://www.continental-sustainability.com/downloads
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In the past fiscal year, Continental further developed its manage-
ment approach for the strategic dimension of “Sustainability in the
natural rubber supply chain,” in compliance with the human rights
and due diligence guidelines of the Organisation for Economic Co-
operation and Development (OECD).

For Continental, all responsibilities and obligations along the natural
rubber supply chain are based on the “Sustainable Natural Rubber
Sourcing Policy” and the Business Partner Code of Conduct - both
updated in 2021. They serve as a starting point for an active and
responsible contribution to promoting a responsible value chain for
the raw material. We expect our suppliers, service providers and
partners to promote the implementation of the requirements speci-
fied in the Code of Conduct and the Sustainable Natural Rubber
Sourcing Policy in their respective supply chains as well. By the end
of 2023 at the latest, Continental has also set itself the goal of
reaching all direct suppliers of Central Purchasing with its purchas-
ing policy and documenting their acknowledgement.

Continental uses digital risk analysis systems to ensure compliance
with the defined principles of its relevant purchasing policies. For all
direct and centrally managed suppliers (Tier 1), we assess human
rights, environmental and ethical risks in our suppliers’ business
and procurement processes, in particular using verified self-infor-
mation with the help of third-party partners (EcoVadis). In the past
fiscal year, Continental has reached more than 90% coverage by
volume of all direct natural rubber suppliers of Central Purchasing.

To increase transparency and sustainability along our supply
chains, Continental is actively collaborating with multiple stakehold-
ers in various cooperative industry approaches. As a driver of inno-
vation in the natural rubber sector, Continental and its partners
(Michelin, SMAG) announced back in 2019 the establishment of
the “Rubberway” joint venture for digital risk analysis of the up-
stream supply chain (Tier 1 - Tier X). In the past fiscal year, Conti-

nental has reached more than 30% coverage by volume of all di-
rect natural rubber suppliers of Central Purchasing, and on track to
reach the ambitious target of more than 95% volume by 2030.

As a founding member of the Global Platform for Sustainable Natu-
ral Rubber (GPSNR), Continental is actively involved in the develop-
ment of global guidelines for sustainable natural rubber and con-
sistently implements the agreed guidelines. In the past fiscal year,
Continental was elected to the Executive Committee (EC) by the
GPSNR plenary meeting. In addition, we are actively involved in
working groups on the platform and share relevant project experi-
ences. Furthermore. the update of our Sustainable Natural Rubber
Sourcing Policy in 2027 was aligned with GPSNR policy compo-
nents.

In collaboration with the Gesellschaft fur Internationale Zusammen-
arbeit (GIZ) and the Federal Ministry for Economic Cooperation and
Development (BMZ), Continental has been ensuring the traceability
of natural rubber from the project region in West Kalimantan, Indo-
nesia, since 2018 by implementing a digital system, capacity build-
ing activities and optimization of the value chain. As part of the ca-
pacity building activities, Continental, GIZ and BMZ are also involved
in training small farmers involved in the project in sustainable farm-
ing practices. These training sessions and optimization of the sup-
ply chain enable small farmers and their families to improve their
income through higher raw material yields, and to encourage agro-
forestry.

In the previous phase of our project, 450 small holders have re-
ceived training and engaged in the project. In the past fiscal year,
1500 smallholders have been registered, trained and connected to
Koltiva, the digital tracing system. The aim is to increase the num-
ber of small farmers participating in the program to 4,000 by
2024.

Starting in 2022, Continental will report annually on the status of
the achievement of the various indicators (acceptance of the pur-
chasing policy, verified supplier self-disclosures, Rubberway pur-
chasing volume, small farmers reached in the pilot project).
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Mobility of the future is sustainable,
automated and connected.

In the future, vehicles will have a variety of powerful senses. They
will speak the same language and communicate with their environ-
ment and the driver. They will be highly responsive and seamlessly
interconnected, and a central intelligence system will steer them re-
liably and safely to their destination in all situations.

Driving Planner for highly automated driving
Continental is developing a software solution that allows vehicles to
independently perform complex driving maneuvers. The Driving

Planner demonstrates that automated driving is not reserved exclu-

sively for premium vehicles with special equipment. The software
determines precise decision-making alternatives from a wide range
of sensor data in order to automatically master complex driving
maneuvers on the highway or expressway. The Driving Planner can
thereby calculate traffic situations several seconds in advance and
use this information to derive the vehicle’s appropriate response.

One example illustrating where this new system can relieve drivers
in the future is when entering highways via a merging acceleration
lane. The Driving Planner calculates this complex maneuver from
radar sensor and camera data and makes the best decision. Other
software modules then carry out the calculated driving maneuver.
The vehicle accelerates, merges onto the highway and then picks
up speed according to the flow of traffic.

The Driving Planner can calculate driving maneuvers up to a speed
of 130 km/h. The development phase of the software system has
been completed, and the technology is expected to be launched in
2024.

ShyTech displays - essential information at a glance or touch
ShyTech displays are an innovative and intelligent solution from
Continental that help drivers keep an eye on important information
at all times. As modern vehicles become more and more connected
and automated, the amount of data they process and display con-
tinues to grow. In order to visualize this wealth of information, in-
creasingly large screens are being installed in cars. However, not all
messages are relevant in all situations, and excessive notifications
can cause distraction and endanger driving safety. ShyTech dis-
plays increase user-friendliness and enhance safety by hiding
potential distractions.

If required, they can take up the entire width of the dashboard, but
they will only become visible when needed. This is made possible
by a semi-transparent surface that allows the screens to be seam-
lessly integrated into the surrounding panel - both visually and
haptically. When the displays are not needed, they are practically
invisible to the human eye. Navigation and communication infor-
mation and the touch screen menu are therefore readily available
at all times, but the dashboard appears as if it is a single compo-
nent. The indicators and controls are only activated when a hand,
for example, draws near the display. It is also possible to activate
the display via voice control or by briefly tapping the screen sur-
face. The display surface is designed to imitate the look of the
dashboard. This appearance can take many forms depending on
the configuration; examples include wooden panels, carbon panels
or leather-covered surfaces. In addition, it not only looks like the
original material, but feels like it too. ShyTech innovations allow
screens to be placed virtually anywhere in the vehicle interior.
Continental plans to launch the ShyTech display in 2023.

2021 2020

Research and development expenses (net) € millions % of sales € millions % of sales
Autonomous Mobility and Safety 1,082.3 14.4 1,005.0 133
Vehicle Networking and Information 1,054.3 132 1,274.8 16.1
Tires 2938 25 268.0 26
ContiTech 156.5 26 149.7 27
Contract Manufacturing -0.1 0.0 32 0.3
Continental Group 2,586.8 7.7 2,700.7 8.5
Capitalization of research and development expenses 315 137.6

in % of research and development expenses 1.2 48
Depreciation on research and development expenses 44.0 164.6



https://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2021_so.pdf
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Conti GreenConcept - sustainable, lightweight, efficient

The Conti GreenConcept from Continental leverages both current
and emerging technological approaches to the engineering of sus-
tainable tires for passenger cars. The new concept tire is based on
three levels: a particularly high proportion of traceable, renewable
and recycled materials, a resource-saving, lightweight design and
an extended service life thanks to a renewable tread.

More than 50% of the materials used to make the Conti GreenCon-
cept are renewable or recycled. In other words, they originate from
closed-loop cycles, have no harmful effects on people or the envi-
ronment, are responsibly sourced, and are carbon-neutral through-
out the supply chain. The proportion of renewable raw materials
amounts to 35%. The organic materials used include natural rubber
from dandelions (Taraxagum), silicate from the ashes of rice husks,
as well as vegetable oils and resins.

In addition, the Conti GreenConcept is made from 17% recycled
materials. The materials Continental uses in the tire’'s casing include
reclaimed steel and recovered carbon black, plus - in an industry
first - polyester from recycled polyethylene terephthalate (PET) bot-
tles. Continental is planning the gradual rollout of its ContiRe.Tex
technology from 2022, thus paving the way for the manufacture of
tires using polyester yarn from recycled PET bottles. The recycling
process does without the usual intermediate chemical processing
steps, and the resulting polyester yarn is then made functionally
capable of handling the high mechanical forces to which tires are
subjected. As part of the so-called upcycling process, used PET bot-
tles get a new life as high-performance polyester material. Conven-
tional passenger car tires consist of roughly 400 grams of polyes-
ter yarn each. In manufacturing a set of four tires, a total of over

60 recycled PET bottles can be reused.

Thanks to its lightweight design, the Conti GreenConcept is also up
to 40% lighter than today’s standard tires. At the same time, the
tire’s rolling resistance has been reduced. This means the vehicle
consumes less energy, thus leading to a positive effect on the envi-
ronment. Internal combustion vehicles therefore have a greater
mileage and lower carbon emissions, while electric vehicles can
cover an extended range.

AMBIENCS3 - the vehicle interior of the future

In its new AMBIENC3 concept vehicle - a converted VW microvan -
Continental shows how driving, working and relaxing can be com-
bined in a single space. “Third space” is the term used to describe
the underlying concept, which brings together living and working
areas within the vehicle.

The AMBIENC3 features new surface solutions for the floor and
ceiling, walls, seats, recliners, storage areas and the instrument
panel, all of which are made from innovative and sustainable mate-
rials. These are either natural and renewable, or recycled and re-
claimed. Good air quality inside the vehicle is ensured through low-
emission, low-pollutant materials, while the lightweight surfaces
also help to reduce vehicle weight. This lowers energy consump-
tion and therefore CO, emissions, and increases the range of elec-
tric vehicles.

The cockpit does not contain any buttons or switches. Instead,
thanks to shy technology, the functions are always intuitively at
hand but not permanently displayed. Many of the functions inte-
grated into the surface are invisible at first glance when in “off”
mode.

Further highlights in the concept vehicle include a light and sound
concept that creates different moods, and heatable materials. Made
using functional printing methods, these can generate heat in sec-
onds. Other surfaces in the AMBIENC3 are distinguished by special
attributes such as optimized dirt resistance, maximum abrasion re-
sistance and even self-repair in the event of damage.

By the time fully automated driving has arrived - if not before - the
time spent in cars will be used for other activities besides steering,
accelerating and braking. Alongside the driving zone, the new con-
cept vehicle therefore also offers working and relaxing areas, each
with their own design and materials. As more attention is focused
on the vehicle interior, the surfaces employed here will become
ever more important, calling for a holistic spatial concept.

With solutions and surfaces that can be customized using digital
printing technigues, automotive manufacturers will have numerous
options when it comes to tailoring vehicles to their customers’ indi-
vidual requirements.

R&D expenses (net) € millions R&D ratio %
8.5% 14.8%
\ ) 13.9% 2.7% 2.6%
7.7% T
2,701 2,587
2,280 2137

418 450
2020 2021 2020 2021 2020 2021

Continental Group I Automotive Technologies

Il Rubber Technologies
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Strategic goals of the Continental Group

At Continental, cybersecurity, including IT security, deals with pro-
cedures for protecting all IT components connected to the com-
pany network (suchas computers and servers, databases, and mo-
bile devices) and the data stored or processed on said IT compo-
nents. Our goal is to prevent attacks or unwanted activities that vio-
late the confidentiality, integrity, or availability of data. Such attacks
and unwanted activities include theft as well as manipulation or
sabotage of data.

Continental Group directives

Continental cybersecurity management is based on the industry
standards of the ISO 27001 standard series governing information
security. While the directives define a corporate-wide cybersecurity
policy and a dedicated supplementary policy governing non-office
areas, multiple manuals and standards govern the design and im-
plementation of specific topics. The Continental Group’s key
measures include both preventive measures as well as reactive,
mitigating ones, including monitoring and control measures in par-
ticular:

Preventive control measures include e.g. secure configuration of
hardware and software, controlled access to devices and identi-
ties on the basis of necessary knowledge, software updates, vul-
nerability management, defense against malware, and efforts to
raise user awareness.

Proactive control measures include e.g. collecting and testing
data, processing incidents, measuring external hazard potential,
as well as site inspections, service testing, and penetration tests.
Reactive control measures include e.g. handling incidents, protec-
tive system changes, and emergency response management.

Organization and responsibilities

The group function Cybersecurity headed up by the Group cyber-
security officer is responsible for strategic, corporate-wide cyberse-
curity management, and is supplemented by corresponding cyber-
security functions in the group sectors or business areas. Opera-
tional implementation of the security rules is the responsibility of
group sector management and location management.

Certifications

As at December 31, 2021, a total of 38 locations in the Automotive
Technologies group sector were certified to the standards of the
Trusted Information Security Assessment Exchange (TISAX) (PY: n.
a.). The aim is to certify all relevant locations of the Automotive
Technologies group sector by the end of 2023.

The technology field of artificial intelligence (Al is no longer merely
a strategically important future field for Continental, but rather an
integral part of numerous current projects and technologies. Intelli-
gent algorithms play a major role in various areas, not just in the
automotive industry. Areas of application within the Continental
Group include software architecture in motor vehicles, mobile ro-
bots, autonomous mobility, automated driving, the smart factory,
and Industry 4.0. Internal processes are also increasingly based on
artificial intelligence.

Yet, the global industrial and technical opportunities that Al pre-
sents are the subject of contentious social and economic debate.
Securing the trust of our various stakeholders by using artificial in-
telligence responsibly is a matter of major concern for us. This is
why we as a technology company are responsible for ensuring that
all our product developments and internal processes are not only
in line with legal standards, but also in line with ethical standards.

In fiscal 2020, Continental developed ethics guidelines for the use
of such self-learning systems. These ethics guidelines correspond
to international regulations such as the EU directives on the use of
Al ("Ethics Guideline for Trustworthy Al"). The focus is on the tracea-
bility of computer-based decisions, transparency, data security, and
compliance with Continental’s other internal regulations, such as
our Code of Conduct. If key work steps are taken over by artificial
intelligence, a basic prerequisite for acceptance is that people con-
tinue to understand the growing “inner workings” of such a self-
learning system. Where does what data come from? Which compu-
ting steps lead to which actions? How is the data saved?

The guidelines therefore include the following topics:

Compliance with laws, regulations, Continental rules, standards
and instructions

Workplace and fair working conditions

Health, safety, the environment, and product integrity
Employee diversity, anti-discrimination, fairness in the use of Al
Data protection and cybersecurity when using Al

Confidential information, intellectual property
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What is a high-performance computer?

High-performance computers (HPC) are the core element of
new server-based vehicle architectures. They are used to cen-
tralize vehicle functions that were previously distributed
across up to 100 control units throughout the entire vehicle.
High-performance computers are characterized by exception-
ally high computing power, rapid data throughput, and new
possibilities for over-the-air online updates.

Areas of application for high-performance computers
High-performance computers are particularly suitable for real-
izing data- and computing-intensive applications in which con-
ventional electronic control units and vehicle architectures are
already pushing their performance limits. Examples of such
applications include autonomous driving or the rapid pro-
cessing of data traffic from the cloud, which will make motor
vehicles a permanent part of the Internet of Everything (IoE) in
future.

Advantages of high-performance computers

The reduced scope of control units as well as cable pathways
in the interplay between HPCs and local control units, known
as zone controllers, has a direct effect on the sustainability of
motor vehicles. This reduces the amount of material required,
weighs less than the total of the individual components, and
saves a large part of the 1.5 km of copper wiring in the vehicle.

Another key advantage lies in new or improved vehicle func-
tions, such as vehicle safety, user experience, and vehicle con-
nectivity. By way of example, the option of updating your vehi-
cle online via over-the-air (OTA) updates and downloading new
functions from the cloud eliminates the need to drive to the
workshop and additional vehicle downtimes.

Development status

With the launch of the VW ID.3, the first electric vehicle
equipped with Continental’s body high-performance computer
is already on the market. But high-performance computers are
currently developing rapidly toward an even greater bundling
of functions from a wide range of vehicle domains. Continental
is already in talks with numerous automobile manufacturers in
this regard.

Cooperative undertakings / partnerships

Cooperation with various chip manufacturers is a particularly
important factor in the development of high-performance
computers for vehicles. This is not only about computing
power, but also about complying with the high safety require-
ments within the automotive industry. In addition, numerous
partners coordinate the integration of high-performance com-
puters in the vehicle architecture, particularly in the field of
software.
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Source:

Note:

Our ambition

As set out in our sustainability ambition, we conduct our business
processes in a safe and responsible manner based on systematic
management and protecting people and the environment.

Concept

Our company policy for environment, safety and health protection
(ESH) defines corporate-wide guidelines for green and safe facto-
ries. On this basis, we pursue ESH targets for the Continental Group
as a whole: all persons in our company are to be protected against
accidents and work-related sickness, and their health is to be ac-
tively promoted. CO; emissions, energy use, water consumption
and waste generation at the locations are to be reduced, and the
waste recycling quota and energy efficiency at the locations in-
creased.

Local management systems drive forward the implementation of
these guidelines. The concrete organizational and technical require-
ments can be found in the relevant ESH management manuals for
the group sectors. Many locations have additionally undergone ex-
ternal certification audits. The extent of these certifications are as-
sessed on an annual basis as to how many employees they cover
with respect to environmental management, energy management,
and occupational safety and health management systems. The ac-
cident rate - the number of accidents per million working hours - is
used as an effectiveness indicator for occupational safety and
health management. The accident rate has also been part of the
LTI plans for the members of the Executive Board and global man-
agers since fiscal 2020. For more information, see the remunera-
tion report on our website [% under Company/Executive Board.

The Group Environmental and Climate Protection and Group Safety

and Health group functions are responsible for the related strategic,

corporate-wide ESH management process, and are supplemented
by corresponding functions in the individual group sectors. Local
operational environment, safety and health protection is the re-
sponsibility of the locations and is coordinated by local ESH man-
agers in each case.

Results of the concept

As at December 31, 2021, the majority of our employees through-
out the Continental Group were covered by certified management
systems. The environmental management system certification cov-
ered 76% of employees (PY: 82% including Vitesco Technologies),
the energy management system certification covered 40% of em-
ployees (PY: 51% including Vitesco Technologies), and the occupa-
tional safety and health management system certification covered
62% of employees (PY: 69% including Vitesco Technologies). The
lower year-on-year quotas are attributable in particular to the spin-
off of Vitesco Technologies.

The accident rate declined to 2.6 accidents per million working
hours in fiscal 2021 (PY: 2.9 accidents per million working hours
including Vitesco Technologies). The decline in the accident rate is
attributable to various effects, including the success of an occupa-
tional safety program in the ContiTech group sector.

In order to address the impact of the COVID-19 pandemic and facil-
itate safe production, the existing corporate-wide pandemic prepar-
edness plan ("pandemic plan”) was once again applied in fiscal
20271. The crisis teams set up at corporate and country level re-
mained active. Continental's own mask production was continued,
and psychosocial counseling for mental health continued to be
offered in certain countries.

Green and safe factories performance indicators 2021 2020

Environmental management system certification
(1SO 14001
Employee coverage (as at December 31) in % 76 82

Energy management system certification
(IS0 50001)"
Employee coverage (as at December 31) in % 40 51

Occupational safety and health management
system certification (ISO 450071 or similar)’
Employee coverage (as at December 31) in % 62 69

Accident rate (number of accidents per million
working hours)? ? 26 29

1 Valid certification and concluded recertification processes were counted, as well as
ongoing recertification processes, if the achievement of recertification was
considered highly probable.

2 Definition: number of accidents during working hours per million paid working hours.
Counted from more than one lost day, i.e. with at least one lost day beyond the day of
the accident.

3 Excluding leasing personnel (i.e. permanent staff only) and way-to-work accidents.


https://www.continental.com/en/company/corporate-governance/executive-board/
https://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2021_so.pdf
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In the field of occupational health and safety, we are pursuing the
vision of “more healthy and profitable years of life.”

We want to implement this vision with specific programs in the ar-

eas of industrial safety, occupational medicine, health management,

ergonomics, and hazardous substance management which we de-
velop on the basis of regular and systematic global risk analyses.

The Safety and Health group function supports and advises the in-
dividual organizational units and locations on implementing the
programs, and maintains active networks of experts within the
company to promote international cooperation, exchange of best
practice, and strategic further development of our topic areas.

In fiscal 2021, one focus of occupational health and safety activi-
ties was on the prevention of work-related illnesses due to psycho-
social risk factors. For this purpose, we have updated our group-
wide standard for risk assessment of psychological stress.

In addition to focusing on climate protection (see page 16), our
strategy for operational environmental protection also includes the
additional focal topics of energy, water, and waste.

Topic of focus: Energy

By 2030, we plan to reduce our energy consumption by 20% com-
pared to 2018 in relation to sales. We also plan to save 1T TWh of
energy by means of energy efficiency projects. This equates to
roughly 10% of Continental’s current annual corporate-wide energy
consumption. We will therefore be focusing on implementing en-
ergy efficiency projects over the coming years. Our employees
working in energy and engineering roles work closely together.
This ensures a continuous transfer of knowledge and enables
highly efficient technologies to be implemented in all areas. These
efforts also include the regular review of fuels currently used with
regard to carbon-neutral alternatives.

Our total energy consumption in fiscal 2021 was 9.0 TWh (PY: 8.7
TWh including Vitesco Technologies), with purchased electricity
and natural gas accounting for most of this. Total energy consump-
tion was up 3.1% year-on-year. The increase is attributable to vari-
ous causes, in particular higher energy consumption (e.g. as a re-
sult of uninterrupted production operations with the exception of

pandemic-related stoppages) and the completion of data collection.

This previously covered the relevant production and research and
development locations and now for the first time also includes the
rest of the - mostly smaller - locations within the Continental
Group. Measured in terms of group sales, total energy consumption
rose by 15.2%. This is primarily attributable to the spin-off of
Vitesco Technologies with its less energy-intensive processes.

20202

continuing
Relative performance 2021 and
indicators of operational continuing discontinued
environmental protection operations operations Change
Total energy consumption
in MWh/group sales in
millions € 265.6 230.6° +15.2%
Total water withdrawal
in m?/group sales in
millions € 494.6 458.5 +7.9%
Total waste generation
in metric tons/group sales
in millions € 120 9.1 +31.9%

1 Contains a small amount of imputed data for parts of the Continental Group that did
not report data directly.

2 Includes the relevant production and research and development locations.

3 CO2 emissions from fleet consumption for company cars (leased vehicles) are only
partially and not systematically included.

Topic of focus: Water

By 2030, we plan to reduce our water withdrawal in regions af-
fected by high water risk by 4% year-on-year in relation to sales,
and in regions with moderate water risk by 2% year-on-year in rela-
tion to sales. By adopting this risk-based approach, we're focusing
specifically on those regions of the world where water is steadily
growing scarcer. Our focus here is on implementing efficiency
projects that avoid water use and promote reuse of water. All of
our locations will be consistently evaluated in accordance with
the regularly updated risk assessment tools provided by the World
Resource Institute and Aqueduct. This will enable us to use the
available resources in a targeted and efficient manner. Through our
membership in the voluntary “CEO Water Mandate” initiative, we
ensure a regular exchange of information on best practice solu-
tions as well as current opportunities and risks in the field of water
management.

In fiscal 2021, the total volume of water withdrawal amounted to
16.7 million m? (PY: 17.3 million m?including Vitesco Technolo-
gies). This mainly includes drinking water sourced from public-util-
ity water providers, as well as extracted groundwater and surface
water. The total volume of water withdrawal fell by 3.5% compared
to the previous year. The main reason for this was the discontinued
reporting of water use by Vitesco Technologies. In terms of group
sales, our total water withdrawal rose by 7.9% year-on-year. This is
likewise due primarily to the spin-off of Vitesco Technologies with
its less water-intensive processes.

Some of these water sources are at the edges of groundwater pro-
tection zones. No negative effects on biodiversity or on local com-
munities have been found either within the group or by authorities
during regular inspections.

Topic of focus: Waste

By 2030, we plan to reduce the total annual volume of waste gen-
erated by 2%in relation to sales. To help us achieve this, we need to
avoid generating waste or at least recycle it. In this context, the en-
vironmental strategy contributes significantly to mainstreaming the
approach of a circular economy throughout the entire company.
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Accordingly, consistent and systematic waste management is al-
ready an integral part of our waste logistics. We also want to in-
crease our waste recycling rate to 95% by 2030. A number of pro-
jects aimed at achieving this goal have already been initiated and
implemented. These include, for example, greater useof regranu-
lates in plastic injection molding processes, use of reusable packag-
ing in collaboration with our suppliers and customers, and pyrolysis
of vulcanized rubber materials.

Total waste generation in fiscal 2021 amounted to 405,249 metric
tons (PY: 341,513 metric tons including Vitesco Technologies). Haz-
ardous waste accounts for a smaller share of 8.2% of this (PY: 9.7%

including Vitesco Technologies). The total volume of waste gener-

Total energy consumption 2021 (9.0 TWh) in %!

Heating Ol 0.8 2.0 Other
Coal 2.2 |
Steam 10.2 \
Natural Gas 38.3 46.5 Electricity

1 Contains a small amount of imputed data for parts of the Continental Group
that did not report data directly.

Total water demand 2021 (16.7 Mio m3) in %'

ated therefore increased by almost 18.7% year-on-year. The in-
crease is attributable to various causes, in particular higher energy
consumption (eg. as a result of uninterrupted production opera-
tions with the exception of pandemic-related stoppages) and the
completion of data collection. This previously covered the relevant
production and research and development locations and now for
the first time also includes the rest of the - mostly smaller - loca-
tions within the Continental Group. In terms of group sales, waste
generation rose by 31.9%. This is primarily attributable to the spin-
off of Vitesco Technologies with its less waste-intensive processes.
The waste recycling rate stagnated at 81% in fiscal 2021 (PY: 81%).

Total energy consumption 2021 (9.0 TWh) in %!

Non-

renewable 53.5

46,5 Renewable

1 Contains a small amount of imputed data for parts of the Continental Group
that did not report data directly.

Total waste generation 2021 (405,249 1) in %2

Industrial water 1.7
| |
Surface water 16.6
Ground water 345 47.2  Drinking water

Hazardous

waste 8.2

o

Non-hazardous

91.8 waste

1 Contains a small amount of imputed data for parts of the Continental Group
that did not report data directly.

1 Contains a small amount of imputed data for parts of the Continental Group
that did not report data directly.
2 Classification of waste according to national legislation.
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The goal is the sustained increase in the
Continental Group’s value.

Value management

Value management at Continental is focused on value creation
through profitable sales growth. Key financial performance indica-
tors are the adjusted EBIT margin, capital employed, as well as the
amount of capital expenditure and free cash flow. To allow us to
use the financial performance indicators for management purposes
as well, and to map the interdependencies between these indica-
tors, we summarize them as key figures as part of a value-driver
system. Our corporate objectives center on the sustainable en-
hancement of the value of each individual business unit. This goal
is achieved by generating a positive return on the capital employed
in each respective business unit. At the same time, this return must
always exceed the equity and debt financing costs of acquiring the
operating capital. It is also crucial that the absolute contribution to
value (Continental Value Contribution, CVC) increases year for year.
This can be achieved by increasing the return on capital employed
(with the costs of capital remaining constant), lowering the costs of
capital (while maintaining the return on capital employed), or de-
creasing capital employed over time. The performance indicators
used are EBIT, capital employed, and the weighted average cost of
capital (WACQC), which is calculated from the proportional weight of
equity and debt costs.

Continental Value

Contribution (CVC) € millions ROCE %

20.6%

17.0%

10.0%

2,350
1,655

-2,880 -2,975

2017 2018 2019 2020 2021

For 2021, the figures for continuing operations are shown.

EBIT is the net total of sales, other income and expenses plus in-

come from equity-accounted investees and from investments but
before financial result and income tax expense. In the year under
review, EBIT from continuing operations amounted to €1.8 billion.

Capital employed is the funds used by the company to generate
its sales. At Continental, this figure is calculated as the average of
operating assets as at the end of the quarterly reporting periods.
In 2021, average operating assets from continuing operations
amounted to €18.4 billion.

The return on capital employed (ROCE) represents the ratio of
these two calculated values. Comparing a figure from the state-
ment of income (EBIT) with one from the statement of financial
position (capital employed) produces an integral analysis. We deal
with the problem of the different periods of analysis by calculating
the capital employed as an average figure over the ends of quar-
terly reporting periods. The ROCE for the continuing operations of
Continental amounted to 10.0% in 2021.

The weighted average cost of capital (WACC) is calculated to deter-
mine the cost of financing the capital employed. Equity costs are
based on the return from a risk-free alternative investment plus a
market risk premium, taking into account Continental’s specific risk.
Borrowing costs are calculated based on Continental’s weighted
debt-capital cost rate. Based on the long-term average, the
weighted average cost of capital for our company is about 10%.

Value is added if the ROCE exceeds the weighted average cost of
capital (WACC). We call this value added, produced by subtracting
the WACC from the ROCE multiplied by average operating assets,
the Continental Value Contribution (CVC). For continuing opera-
tions in 2021, both the ROCE and the WACC amounted to 10%,
hence no added value (CVC) was generated.

2020

continuing

2020 and

continuing  discontinued

ROCE by business area (in %) 2021 operations operations
Autonomous Mobility and Safety -28 -2.8 =21
Vehicle Networking and Information -6.8 -333 -319
Tires 257 143 143
ContiTech 16.8 7.7 7.7
Contract Manufacturing 29.0 -288 =
Powertrain - = -14.1
Continental Group 10.0 -2.2 -3.2



https://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2021_so.pdf
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Financing strategy

Our financing strategy aims to support the value-adding growth of
the Continental Group while at the same time complying with an
equity and liabilities structure adequate for the risks and rewards
of our business.

The Finance & Treasury corporate function provides the necessary
financial framework to finance corporate growth and secure the
long-term existence of the company. The company’s annual invest-
ment requirements are likely to be around 7% of sales in the com-
ing years.

Composition of gross indebtedness (€6,261 million)

1,200  Other bank liabilities

Other liabilities 1,754

0 Syndicated loans

Bonds 3,307

Our goal is to finance ongoing investment requirements from the
operating cash flow. Other investment projects, for example acqui-
sitions, should be financed from a balanced mix of equity and debt
depending on the ratio of net indebtedness to equity (gearing ra-
tio) and the liquidity situation to achieve constant improvement in
the respective capital market environment. In general, the gearing
ratio should be below 40% in the coming years and not exceed
60% in general. If justified by extraordinary financing reasons or
specific market circumstances, we can rise above this level under
certain conditions. The equity ratio should exceed 30%. In the re-
porting year, it was 35.3% and the gearing ratio 29.8%.

Our gross indebtedness should be a balanced mix of liabilities to
banks and other sources of financing on the capital market. For

short-term financing in particular, we use a wide range of financing
instruments. As at the end of 2021, this mix consisted of bonds
(53%), a syndicated loan (not utilized), other bank liabilities (19%)
and other indebtedness (28%) based on the gross indebtedness of
€6,260.5 million. The syndicated loan that was renewed ahead of
schedule in December 2019 consists of a revolving tranche of
€4.0 billion and has an original term of five years. The margin will
also depend on the Continental Group’s sustainability performance.
In November 2021, Continental exercised the second and final op-
tion to extend the term by one year. The lending banks then ex-
tended this financing commitment until December 2026 at un-
changed conditions. The additional syndicated loan of €3.0 billion
concluded in May 2020 with a term of 364 days expired in May
2021 and was not utilized.

The company strives to have at its disposal unrestricted liquidity of
about €1.5 billion. This is supplemented by committed, unutilized
credit lines from banks in order to cover liquidity requirements at
all times. These requirements fluctuate during a calendar year ow-
ing in particular to the seasonal nature of some business areas. In
addition, the amount of liquidity required is also influenced by cor-
porate growth. Unrestricted cash and cash equivalents amounted
to €1,998.2 million as at December 31, 2021. There were also
committed and unutilized credit lines of €4,880.3 million.

Gross indebtedness amounted to €6,260.5 million as at December
31, 2021. Key financing instruments are the syndicated loan with a
revolving credit line of €4.0 billion that has been granted until De-
cember 2026, and bonds issued on the capital market.

As at December 31, 2021, the revolving credit line of €4.0 billion
had not been utilized. Around 53% of gross indebtedness is financed
on the capital market in the form of bonds. The interest coupons
vary between 0.0% and 2.5%. The bonds with maturities between
2023 and 2026 ensure a balanced overall maturity profile for the
repayment amounts. In addition to the forms of financing already
mentioned, there were also bilateral credit lines with various banks
in the amount of €2,1703.7 million as at December 31, 2021. Conti-
nental's corporate financing instruments currently also include sale-
of-receivables programs and commercial paper programs. In 2021,
Continental had two commercial paper programs in Germany and
the USA.



Continental AG» 2021 Integrated Sustainability Report > Development of Material Sustainability Topic Areas 38

Maturity profile

Continental strives for a balanced maturity profile of its liabilities in
order to be able to repay the amounts due each year from free
cash flow as far as possible. Aside from short-term indebtedness,
most of which can be rolled on to the next year, promissory note
loans totaling €264.0 million will mature at the end of April/begin-
ning of May 2022. No repayments of bonds are scheduled in
2022. The bonds issued in 2019 and 2020 require repayments of
€1,250.0 millionin 2023, €725.0 million in 2024, €600.0 million in
2025 and €750.0 million in 2026.

Maturities of gross indebtedness (€6,261 million)

Continental’s credit rating unchanged

In the reporting period, Continental AG was rated by the three rat-
ing agencies Standard & Poor’s, Fitch and Moody'’s, each of which
maintained their investment-grade credit ratings in 2021. The most
recent rating adjustment took place in spring 2020, when all three
rating agencies adjusted their long-term credit rating downward by
one notch. Our goal remains a credit rating of BBB/BBB+.

Credit rating for Continental AG

December 31, 2021 December 31, 2020

Standard & Poor’s’

Long-term BBB BBB
1,617
1,516 Short-term A-2 A-2
Outlook negative negative
1,163 1,200
Fitch?
Long-term BBB BBB
765 £
Short-term F2 [F2
Outlook stable stable
Moody’s?
Long-term Baa2 Baa2
2022 2023 2024 2025 from 2026 Short-term pP-2 pP-2
Outlook negative negative

1 Contracted rating since May 19, 2000.
2 Contracted rating since November 7, 2013.
3 Contracted rating since January 1, 2019.
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Economic Report

Source:

Macroeconomic Development

Following the economic decline in the previous year as a result

of the COVID-19 pandemic, the economy normalized in all regions
across the world in 2021. In addition to the increasing number of
coronavirus vaccinations, the economic stimulus programs in cer-
tain major economies also contributed to this recovery. According
to the January 2022 World Economic Outlook Update (WEO Up-
date) published by the International Monetary Fund (IMF), the
global economy grew by 5.9% in fiscal 2021. This slightly ex-
ceeded the IMF's forecast of 5.5% growth from January 2021.

In the eurozone, gross domestic product (GDP) rose by 5.2% com-
pared to the previous year's figures in 20271 according to statistical
office Eurostat. Of the major eurozone economies, France, Italy and
Spain reported strong growth rates of around 5% to just under 7%
in 2021 according to the IMF, after experiencing steep declines in

GDP in the previous year. In Germany, according to the Federal Sta-

tistical Office, GDP rose by 2.7% in 2021. Other major European

economies also recorded high growth rates for their economic out-

put. For the UK and Russia, the IMF estimated GDP growth in 2021
of 7.2% and 4.5%, respectively.

In North America, according to the Bureau of Economic Analysis,
the USA reported GDP growth of 5.7% for 2021. For Canada and
Mexico, the IMF estimated GDP growth of 4.7% and 5.3%, respec-
tively. Other countries in the Americas also recorded an economic
recovery in 2021. For Brazil, for example, the IMF reported GDP
growth of 4.7%.

Asian countries also recorded an economic revival in the year un-
der review according to the IMF. Very high growth rates were

achieved in 2021 by India's economy, with growth of 9.0%, and
China’s economy, with GDP growth of 8.1%. According to the IMF,
lower growth rates were reported for the Association of Southeast
Asian Nations (ASEAN) and for Japan, with GDP growth of 3.1% and
1.6%, respectively.

Development of Key Customer Sectors and Sales Regions

With a 61% share of consolidated sales, the automotive industry -
with the exception of the replacement business - was Continental’s
most important customer group in fiscal 2021. Automotive Tech-
nologies accounted for the lion's share, but the Tires and ContiTech
business areas also generated significant sales figures in this mar-
ket segment.

The second-biggest market segment for Continental was the global
replacement-tire business for passenger cars and commercial vehi-
cles, with 28% of total sales in fiscal 2021. Because passenger cars
and light commercial vehicles make up a considerably higher share
of the replacement-tire business, their development is particularly
important to our economic success.

The third-biggest market segment for Continental was the global
business with industrial customers and spare parts from the Conti-
Tech business area, with around 9% of total sales.

Continental's biggest sales region in the reporting year was still Eu-
rope, which accounted for 49% of sales, followed by North America
at 25% and Asia-Pacific at 22%.

Year-on-year economic growth (GDP) in 2021 (for selected countries and the world)
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Sources: IMF - World Economic Outlook Update January 2022, Eurostat, statistical offices of the respective countries, Bloomberg.


https://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2021_so.pdf
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Development of new passenger-car registrations

2021 saw high demand for passenger cars in the world's automo-
tive markets, including as a result of catch-up effects from the previ-
ous year, during which passenger car production was temporarily
suspended due to the spread of the coronavirus. However, various
events in the year under review led to an increasing shortage of
semiconductors and ongoing production limitations among car
manufacturers, particularly in the second and third quarters, result-
ing in limited availability of many car models in individual regions.
In the European car market (EU27, EFTA and the United Kingdom),
there were around 2% fewer new-car registrations in 2021 than in
the previous year according to preliminary data from the German
Association of the Automotive Industry (Verband der Automobilin-
dustrie, VDA). According to the VDA, passenger car sales fell in
Japan by around 4%.

In other countries, however, registration figures improved in 2021.
According to the VDA, passenger car sales rose in the major car
markets of China and the USA by just under 7% and by 3%, respec-
tively. Russia and Brazil recorded growth of 4% and 1%, respectively.
After the sharp decline in the previous year, India recorded very
strong growth of 27%. According to preliminary data from car man-
ufacturer Renault, new-car registrations rose by 5% globally in 2021.

Development of production of passenger cars and light
commercial vehicles

In the year under review, semiconductor supply shortages limited
the recovery of global production of passenger cars and light com-
mercial vehicles weighing less than 6 metric tons after the previous
year's pandemic-related decline. According to preliminary figures,
global production for 2021 rose by around 3% to 77.1 million units.

European automotive plants were hit particularly hard by the semi-
conductor shortages in the year under review. As a result, the pro-
duction volumes for passenger cars and light commercial vehicles
in Europe decreased by 4% year-on-year. North American manufac-
turers were also forced to temporarily shut down several plants in
20217 as a result of the semiconductor shortages, with production
stagnating at the low level seen in the previous year as a result. In
China, on the other hand, preliminary data indicates that manufac-
turers were able to increase production by 5% year-on-year.

Development of production of medium and heavy commercial
vehicles

Following the pandemic-related decline in the previous year, the
production of medium and heavy commercial vehicles weighing
more than 6 metric tons stabilized worldwide in 2021 according to
preliminary figures, and was almost on a par with the previous year
with a decline of 1%.

In Europe and North America, the semiconductor shortages limited
the recovery of truck production. According to preliminary figures,

however, production in Europe and North America rose by 13% and
21%, respectively, compared with the very weak prior-year figures.

China recorded high demand for commercial vehicles in the first
half of 2021 due to new emission standards coming into effect
around the middle of the year. In the second half of the year, de-
mand and production then fell considerably short of the very high
prior-year figures. Overall, production of medium and heavy com-
mercial vehicles in China in 2021 was down 20% compared to the
record high seen in the previous year.

Development of replacement-tire markets for passenger cars
and light commercial vehicles

Following the market decline in the previous year in the wake of
the measures to contain the COVID-19 pandemic, demand for tires
recovered in 2021. According to preliminary data, global sales vol-
umes of replacement tires for passenger cars and light commercial
vehicles weighing less than 6 metric tons rose by 11% in the re-
porting year.

On the basis of preliminary data, sales volumes of replacement tires
for passenger cars and light commercial vehicles rose by 11% in
Europe and by 14% in North America in 2021. In China, preliminary
data indicates a rise in sales volumes of replacement tires of 5%.

Development of replacement-tire markets for medium and
heavy commercial vehicles

In our core markets of Europe and North America, preliminary data
indicates that year-on-year demand for replacement tires for me-
dium and heavy commercial vehicles weighing more than 6 metric
tons rose by 10% and 20%, respectively, in 2021.

Changes to vehicle production and sales volumes in the tire-replacement business in 2021 (compared to 2020)

Vehicle production

Replacement sales of tires

of passenger cars and
light commercial vehicles

of medium and heavy
commercial vehicles

for medium and heavy
commercial vehicles

for passenger cars and
light commercial vehicles

Europe -4% 13% 11% 10%
North America 0% 21% 14% 20%
China 5% -20% 5% n.a.
Worldwide 3% -1% 11% n.a.
Sources:

Vehicle production: IHS Inc. (Europe with Western, Central and Eastern Europe incl. Russia and Turkey).

Tire-replacement business: L MC International Ltd.
Preliminary figures and own estimates.
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Development of Raw Materials Markets

Carbon steel and stainless steel are input materials for many of the
mechanical components such as die-cast parts integrated by Conti-
nental into its products. Steel wire is used in particular in tire pro-
duction as steel cord but also, for example, in conveyor belts and
timing belts to increase tensile strength. Aluminum is used in par-
ticular for die-cast parts and stamped and bent components, while
copper is used in particular in electric motors, mechatronic compo-
nents and printed circuit boards. On a euro basis, prices for carbon
steel rose by more than 50% on average in 2021. For some materi-
als such as hot-rolled coil, they more than doubled. Prices for alumi-
num and copper, which had already increased in the previous year,
rose even further in the year under review. The annual average price
of aluminum increased by around 44% on a US dollar basis in 2021,
while that of copper rose by around 50% on a US dollar basis.

41

The rise in the price of crude oil as well as increasing demand led
to significant price increases for various input materials for syn-
thetic rubber in 2021. Annual average prices for butadiene and
styrene, for example, increased by 46% and 58%, respectively, on
a US dollar basis.

Various plastic granules, known as resins, also saw a noticeable in-
crease in 2021 as a result of the rise in the price of crude oil. Res-
ins, as technical thermoplastics, are required by Continental and
our suppliers, in particular for the manufacture of housing parts in
the Automotive Technologies group sector and various other plas-
tic parts in the ContiTech business area. On a US dollar basis, prices
for resins rose by around 50% on average in 2021.

TSR 20, crude oil and butadiene Indexed to January 1,2019

Steel, copper and aluminium Indexed to January 1,2019 250
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TSR 20: rolling one-month contracts from the Singapore Exchange (US $ cents per kg).
s Crude oil: European Brent spot price from Bloomberg (US $ per barrel).
ources:

Carbon steel: hot-rolled coil Northern Europe ex works, from Kallanish Commodities

(€ per metric ton).

Copper and aluminum: rolling three-month contracts from the London Metal Exchange
(US $ per metric ton).

Precious metals such as silver and gold are used by Continental
and by our suppliers to coat components. The average price of sil-
ver was up 22% year-on-year on a US dollar basis in 2021. In con-
trast to this, following the rise in the previous year, the price of gold
remained relatively stable with an increase of 2%.

Renewed demand for tires led to a rise in prices for natural rubber
in the year under review. The average price of natural rubber TSR
20 was up 27% year-on-year on a US dollar basis, for example.

Crude oil is the most important basic building block for synthetic-
rubber input materials such as butadiene and styrene as well as
for carbon black, various other chemicals, and plastics. The price
of crude oil continued the upward trend seen in the second half of
the previous year in 2021. Due to rising demand and only an incre-
mental increase in production levels, the annual average price of
Brent crude oil increased by 66% year-on-year on a US dollar basis.

Butadiene: South Korea spot price (FOB) from PolymerUpdate.com (US $ per metric ton).

Continental uses natural and synthetic rubber in large quantities for
the manufacture of tires and industrial rubber products. It also uses
relatively large quantities of carbon black as a filler material and of
steel cord and nylon cord as structural materials. Due to the high
volumes and direct purchasing of raw materials, their price devel-
opment has a significant influence on the earnings of the Rubber
Technologies group sector, particularly the Tires business area.

Overall, despite a slightly stronger euro, the described price devel-
opments for raw materials led to significant cost burdens in all
group sectors in 2021, but in particular Rubber Technologies.

There is usually a gap of several months between purchasing raw
materials, their delivery and their use in production, depending on
the product and contractual arrangement. As a result, the rise in
spot prices in the second half of 2021 is also expected to lead to
increased costs for raw materials in fiscal 2022.
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Earnings Position
Sales up 6.0%
Sales up 7.4% before changes in the scope of consolidation and exchange-rate effects
Adjusted EBIT up 37.7%

The following table shows the figures for continuing operations for the reporting and comparative periods.

Continental Group in € millions 2021 2020 Ain%

Sales 33,765.2 31.864.4 6.0

EBITDA 4,104.2 27635 485
in % of sales 12.2 8.7

EBIT 18458 -428.0 531.3
in % of sales 55 -13

Research and development expenses (net) 2,586.8 2,700.7 -4.2
in % of sales 7.7 85

Depreciation and amortization’ 2,2584 31915 -29.2
thereof impairment? 29.1 800.1 -96.4

Operating assets as at December 31 18949.4 17,5835 7.8

Operating assets (average) 18416.1 19,565.7 -59

ROCE in % 10.0 -2.2

Capital expenditure® 1947.4 1,779.7 9.4
in % of sales 58 56

Number of employees as at December 314 190,875 195,896 -26

Adjusted sales® 33,754.3 31,6488 6.7

Adjusted operating result (adjusted EBIT)® 1.900.4 1.379.9 377
in % of adjusted sales 5.6 4.4

1 Excluding impairment on financial investments.

2 Impairment also includes necessary reversal of impairment losses. Expenses from derecognitions of brand values are likewise included.
3 Capital expenditure on property, plant and equipment, and software.

4 Excluding trainees.

5 Before changes in the scope of consolidation.

6 Before amortization of intangible assets from purchase price allocation (PPA), changes in the scope of consolidation, and special effects.
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The following table shows the figures for continuing and discontinued operations in the reporting and comparative periods.

Continuing and discontinued operations in € millions 2021 2020 Ain%

Sales 38.197.9 37.722.3 1.3

EBITDA 4574.8 30338 50.8
in % of sales 120 8.0

EBIT 2,159.8 -718.1 400.8
in % of sales 57 -19

Net income attributable to the shareholders of the parent 1,455.0 -9619 2513

Basic earnings per share in € 7.28 -4.81 251.3

Diluted earnings per share in € 7.28 -4.81 2513

Capital expenditure’ 2,152.4 22322 -36
in % of sales 5.6 59

Free cash flow 1,372.4 878.7 56.2

1 Capital expenditure on property, plant and equipment, and software.

Sales up 6.0%

Sales up 7.4% before changes in the scope of consolidation and
exchange-rate effects

Consolidated sales increased by €1,900.8 million or 6.0% year-on-
year in 2021 to €33,765.2 million (PY: €31,864.4 million). Before
changes in the scope of consolidation and exchange-rate effects,
sales rose by 7.4%. The Rubber Technologies group sector reported
a sales increase, in part because of the negative effects of the
COVID-19 pandemic in the previous year and the resulting low
basis for comparison. In the Automotive Technologies group sector,
supply problems in the semiconductor industry negatively impacted
sales growth, particularly in the second half of the year. Overall, Au-
tomotive Technologies generated unchanged year-on-year sales in
20217; they were slightly higher before changes in the scope of

The regional distribution of sales in 20271 was as follows:

consolidation and exchange-rate effects. The Contract Manufactur-
ing group sector comprises contract manufacturing for Vitesco
Technologies. Its sales decreased in the reporting year in accord-
ance with the contractually agreed procedure between Continental
and Vitesco Technologies. The Continental Group's sales perfor-
mance was impacted by negative exchange-rate effects of €247.2
million, while changes in the scope of consolidation had little effect.
Sales from discontinued operations amounted to €4,432.7 million
(PY: €5,857.9 million), resulting in total sales of €38,197.9 million
(PY: €37,722.3 million) for continuing and discontinued operations.

Adjusted EBIT up 37.7%

Adjusted EBIT for the Continental Group increased by €520.5 mil-
lion or 37.7% year-on-year to €1,900.4 million (PY: €1,379.9 million)
in 2021, corresponding to 5.6% (PY: 4.4%) of adjusted sales.

Sales by region in % 2021 2020
Germany 17 18
Europe excluding Germany 31 31
North America 25 25
Asia-Pacific 22 22

Other countries
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EBITup 531.3%

EBIT was up by €2,273.8 million year-on-year in 2021 to €1,845.8
million (PY: -€428.0 million), an increase of 531.3%. The return

on sales improved to 5.5% (PY: -1.3%). The cost of sales rose by
€1,654.3 million to €26,024.9 million (PY: €24,370.6 million), pri-
marily due to higher costs for raw materials, energy and logistics.
For more information, see the Development of Raw Materials Mar-
kets section in the economic report and the report on expected
developments.

EBIT from discontinued operations amounted to €314.0 million
(PY: -€290.1 million), resulting in total EBIT of €2,159.8 million from
continuing and discontinued operations (PY: -€718.1 million), with
a return on sales of 5.7% (PY: -1.9%).

The amortization of intangible assets from purchase price alloca-
tion (PPA) reduced EBIT from the Continental Group’s continuing
operations by €159.0 million (PY: €174.5 million).

The ROCE was 10.0% (PY: -2.2%).

Special effects in 2021

Total consolidated income from special effects in 2021 amounted
to €122.6 million. ContiTech accounted for €130.1 million of this,
Contract Manufacturing for €26.4 million and the holding for €67.3
million. Expenses from special effects amounted to €87.3 million
for Autonomous Mobility and Safety, €4.0 million for Vehicle Net-
working and Information and €9.9 million for Tires.

The spin-off of parts of the former Powertrain business area re-
sulted in expenses totaling €86.4 million (Autonomous Mobility
and Safety €48.4 million; Vehicle Networking and Information
€44 3 million; holding income of €6.3 million).

The organizational realignment of the Automotive Technologies
group sector resulted in expenses totaling €3.0 million (Autono-
mous Mobility and Safety €2.4 million; Vehicle Networking and
Information €0.6 million).

Impairment on intangible assets resulted in expenses totaling €3.1
million (Vehicle Networking and Information €0.1 million; Tires €3.0
million; ContiTech €0.0 million).

Impairment on property, plant and equipment resulted in expenses
totaling €25.9 million (Autonomous Mobility and Safety €7.1 mil-
lion; Vehicle Networking and Information €6.6 million; Tires €1.8
million; Contract Manufacturing €10.4 million). In addition, reversals
of impairment losses on property, plant and equipment resulted in
income totaling €9.4 million (Autonomous Mobility and Safety €6.0
million; ContiTech €3.4 million). These figures do not include im-
pairment and reversal of impairment losses that arose in connec-
tion with restructuring.

Severance payments resulted in a negative special effect totaling
€112.2 million (Autonomous Mobility and Safety €38.1 million; Ve-
hicle Networking and Information €20.8 million; Tires €24.0 million;
ContiTech €18.7 million; Contract Manufacturing €2.0 million; hold-
ing €8.6 million).

In the Autonomous Mobility and Safety business area, restructuring
expenses of €4.8 million were incurred. These included impairment
on property, plant and equipment in the amount of €0.4 million. In
addition, the reversal of restructuring provisions resulted in income
of €36.5 million.

In the Vehicle Networking and Information business area, there
were restructuring expenses of €10.0 million. These included im-
pairment on property, plant and equipment in the amount of €4.3
million. In addition, the reversal of restructuring provisions resulted
in income of €31.9 million.

In the Tires business area, restructuring expenses of €5.4 million
were incurred. These included impairment on property, plant and
equipment in the amount of €1.1 million. The reversal of restructur-
ing provisions also resulted in income of €24.3 million.

In the ContiTech business area, restructuring expenses of €14.6
million were incurred. These included impairment on property, plant
and equipment in the amount of €0.3 million. In addition, the rever-
sal of restructuring provisions resulted in income of €14.4 million.

In the Contract Manufacturing business area, there were restructur-
ing expenses of €£€3.5 million, of which €3.4 million were attributable
to impairment on property, plant and equipment. In addition, the re-
versal of restructuring provisions resulted in income of €43.2 million.

Restructuring-related expenses resulted in expense totaling €59.5
million (Autonomous Mobility and Safety €29.0 million; Vehicle Net-
working and Information €19.8 million; ContiTech €9.8 million;
Contract Manufacturing €0.9 million).

The termination of OSRAM CONTINENTAL GmbH, Munich, Germany
- ajoint venture with OSRAM GmbH, Munich, Germany - resulted in
income of €33.5 million in the Vehicle Networking and Information
business area from the fair value measurement of the 50% stake in
the joint venture. In addition, income of €0.3 million was generated
from the sale of an equity-accounted investee.

In the ContiTech business area, the sale of business activities of
Special Technologies and Solutions as well as Conveying Solutions
resulted in income of €155.4 million.

The spin-off of Vitesco Technologies in September 20217 led to the
reclassification of components of other comprehensive income. This
resulted in income amounting to €69.6 million at the holding level.
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Furthermore, the Vehicle Networking and Information business
area generated income of €32.5 million from the reversal of the
provision for capital commitments to OSRAM CONTINENTAL
GmbH, Munich, Germany.

Special effects in 2020

Total consolidated expense from special effects in 2020 amounted
to €1,636.4 million. Autonomous Mobility and Safety accounted
for €192.5 million of this, Vehicle Networking and Information for
€902.8 million, Tires for €310.8 million, ContiTech for €75.2 mil-
lion, Contract Manufacturing for €149.8 million, and the holding
for €5.3 million.

The spin-off of parts of the former Powertrain business area re-
sulted in expenses totaling €36.6 million (Autonomous Mobility
and Safety €15.3 million; Vehicle Networking and Information
€16.3 million; holding €5.0 million).

The organizational realignment of the Automotive Technologies
group sector resulted in expenses totaling €1.6 million (Autono-
mous Mobility and Safety €0.8 million; Vehicle Networking and
Information €0.8 million).

Within the context of the annual planning process, global produc-
tion of passenger cars and light commercial vehicles was not ex-
pected to increase substantially compared to pre-crisis levels over
the years between 2021 and 2025. The expected impact of re-
structuring measures was also taken into account in this planning
process. Due to this triggering event and other significant assump-
tions made when calculating the value in use of a cash-generating
unit (CGU) - such as free cash flows, discount rates and their pa-
rameters, and long-term growth rates - goodwill was impaired by
€654.6 million in the Vehicle Networking and Information business
area (September 30, 2020: €649.3 million).

Expenses from derecognitions of brand values totaled €85.7 mil-
lion (Vehicle Networking and Information €71.2 million; ContiTech
€14.5 million). In addition, expenses related to the impairment of
intangible assets were incurred in the amount of €0.7 million in the
Autonomous Mobility and Safety business area.

Impairment and reversal of impairment losses on property, plant
and equipment resulted in expense totaling €36.7 million (Autono-
mous Mobility and Safety €5.4 million; Vehicle Networking and In-
formation €17.9 million; Tires €0.5 million; ContiTech €3.0 million;
Contract Manufacturing €9.9 million; holding €0.0 million). These
figures do not include impairment and reversal of impairment
losses that arose in connection with restructuring.

Severance payments resulted in a negative special effect totaling
€78.7 million (Autonomous Mobility and Safety €21.3 million; Vehi-
cle Networking and Information €20.0 million; Tires €17.7 million;
ContiTech €17.5 million; Contract Manufacturing €1.9 million; hold-
ing €0.3 million).

In the Autonomous Mobility and Safety business area, restructuring
expenses of €139.2 million were incurred. These expenses in-
cluded impairment on property, plant and equipment in the

amount of €3.4 million. In addition, the reversal of restructuring
provisions resulted in income of €4.4 million.

In the Vehicle Networking and Information business area, there
were restructuring expenses of €229.9 million. These restructuring
expenses included impairment on property, plant and equipment in
the amount of €0.1 million.

In the Tires business area, there were restructuring expenses of
€293.9 million. These expenses included impairment on property,
plant and equipment and intangible assets in the amount of €13.0
million. Furthermore, restructuring resulted in income of €1.7 mil-
lion, which is entirely attributable to a reversal of impairment losses
on property, plant and equipment.

In the ContiTech business area, there were restructuring expenses
of €43.8 million, of which €7.7 million were attributable to impair-
ment on property, plant and equipment. In addition, the reversal of
restructuring provisions resulted in income of €7.8 million. This in-
come included reversals of impairment losses on property, plant
and equipment in the amount of €0.1 million.

In the Contract Manufacturing business area, there were restructur-
ing expenses of €109.2 million. In addition, the reversal of restruc-
turing provisions resulted in income of €8.7 million.

Restructuring-related measures resulted in expense totaling €16.1
million (Autonomous Mobility and Safety €10.5 million; Vehicle Net-
working and Information €3.7 million; Tires €0.2 million; ContiTech
€1.7 million).

In the Autonomous Mobility and Safety business area, an expense
of €3.7 million resulted from an allowance recognized on the carry-
ing amount of an equity-accounted investee.

In the Vehicle Networking and Information business area, the 50%
shareholding in equity-accounted associate SAS Autosystemtechnik
GmbH & Co. KG.,, Karlsruhe, Germany, was sold. This resulted in in-
come totaling €157.0 million.

Income on the sale of off-balance-sheet intangible assets was also
realized in the Vehicle Networking and Information business area in
the amount of €4.5 million.

Also in the Vehicle Networking and Information business area, an
expense totaling €49.9 million was incurred in connection with the
preparations to repatriate the business from associate OSRAM
CONTINENTAL GmbH, Munich, Germany.

The Tires business area recorded an expense of €0.2 million result-
ing from the disposal of companies and assets.

For the ContiTech business area, there was a loss of €2.5 million
from the disposal of a company.

Furthermore, an expense in the amount of €37.5 million was rec-
orded in the Contract Manufacturing business area due to an allow-
ance recognized on the carrying amount of an associate.
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Procurement

2021 was characterized by high demand amid a limited supply of
materials and increased transport costs. In the Automotive Technol-
ogies group sector, this led not only to long delivery times, but also
to supply bottlenecks and significantly higher prices. The prices of
key input materials and many raw materials for Rubber Technologies
increased in the first half of 2021 and reached their peak in

Reconciliation of EBIT to net income

the second half of the year. Annual average prices for the raw ma-
terials used in the Tires and ContiTech business areas were above
the previous year's level, in particular because of significant de-
mand on the procurement market.

€ millions 2021 2020 Ain%
Autonomous Mobility and Safety -128.0 -1295 1.2
Vehicle Networking and Information -2458 -1,3649 820
Tires 1,700.6 1.012.3 68.0
ContiTech 514.7 2541 1026
Contract Manufacturing 1304 -94.0 2387
Other/Holding/Consolidation -126.1 -106.0 -19.0
EBIT 1,845.8 -428.0 531.3
Financial result -136.3 -187.9 275
Earnings before tax from continuing operations 1,709.5 -615.9 377.6
Income tax expense -3595 503 -814.7
Earnings after tax from continuing operations 1,350.0 -565.6 3387
Earnings after tax from discontinued operations 156.9 -353.2 1444
Net income 1,506.9 -918.8 264.0
Non-controlling interests -519 -431 -204
Net income attributable to the shareholders of the parent 1,455.0 -961.9 251.3
Earnings per share (in €) relating to

Basic earnings per share from continuing operations 6.49 -3.02 3149
Consolidated basic earnings per share 7.28 -4.81 2513
Diluted earnings per share from continuing operations 6.49 -3.02 3149
Consolidated diluted earnings per share 7.28 -4.81 2513
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Autonomous Vehicle Other/

Mobility and Networking and Contract Holding/ Continental
€ millions Safety Information Tires ContiTech Manufacturing Consolidation Group
Sales 7.,496.7 7,957.6 11,807.6 5,912.6 889.6 -298.9 33,765.2
Changes in the scope of consolidation’ - -10.8 -0.1 — — — -109
Adjusted sales 7,496.7 7,946.8 11,807.5 5,912.6 889.6 -298.9 33,754.3
EBITDA 395.2 272.9 2,525.9 833.7 194.2 -117.7 4,104.2
Depreciation and amortization? -5232 -518.7 -8253 -319.0 -63.8 -84 -2,2584
EBIT -128.0 -245.8 1,700.6 514.7 130.4 -126.1 1,845.8
Amortization of intangible assets from
purchase price allocation (PPA) 19 66.2 18.7 722 = — 159.0
Changes in the scope of consolidation’ - 18.1 0.1 — — — 182
Special effects

Impairment on goodwill = = = = = = =
Impairment? 11 6.7 48 -3.4 10.4 0.0 19.6
Restructuring® -31.7 -219 -189 0.2 -39.7 = -112.0
Restructuring-related expenses 29.0 19.8 - 9.8 0.9 - 5) 5
Severance payments 381 208 24.0 18.7 20 86 1122
Gains and losses from disposals of
companies and business operations — -338 — -155.4 - -69.6 -2588
Other® 50.8 12.4 - - - -6.3 56.9
Adjusted operating result (adjusted EBIT) -38.8 -157.5 1,729.3 456.8 104.0 -193.4 1,900.4

7 Changes in the scope of consolidation include additions and disposals as part of share and asset deals. Adjustments were made for additions in the reporting year and for

disposals in the comparative period of the prior year.
2 Excluding impairment on financial investments.

3 Impairment also includes necessary reversal of impairment losses. This item does not include impairment that arose in connection with a restructuring and impairment on

financial investments.

4 This also includes restructuring-related impairment losses totaling €9.5 million (Autonomous Mobility and Safety €0.4 million; Vehicle Networking and Information €4.3 million;
Tires €1.1 million; ContiTech €0.3 million; Contract Manufacturing €3.4 million).
5 Mainly includes expenses of €86.4 million in connection with the spin-off of parts of the former Powertrain business area. In addition, the termination of OSRAM CONTINENTAL
GmbH, Munich, Germany, resulted in income of €32.5 million from the reversal of an unused provision for capital commitments.
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Autonomous Vehicle Other/

Mobility and Networking and Contract Holding/ Continental
€ millions Safety Information Tires ContiTech Manufacturing Consolidation Group
Sales 7,559.8 7,942.2 10,158.6 5,578.6 969.9 -344.7 31,864.4
Changes in the scope of consolidation’ -14.8 -1783 - -225 — — -2156
Adjusted sales 7,545.0 7,763.9 10,158.6 5,556.1 969.9 -344.7 31,648.8
EBITDA 412.9 -29.7 1,864.9 628.7 -22.1 -91.2 2,763.5
Depreciation and amortization? -542.4 -1,335.2 -852.6 -3746 -719 -14.8 -3,191.5
EBIT -129.5 -1,364.9 1,0123 254.1 -94.0 -106.0 -428.0
Amortization of intangible assets from
purchase price allocation (PPA) = 65.5 20.3 88.7 = = 1745
Changes in the scope of consolidation’ 176 -186 - -20 — — -30
Special effects

Impairment on goodwill = 654.6 = = = = 654.6
Impairment? 6.1 89.1 05 175 9.9 0.0 1231
Restructuring® 134.8 2299 2922 36.0 100.5 = 7934
Restructuring-related expenses 105 37 0.2 1.7 — — 16.1
Severance payments 213 200 177 175 19 03 787
Gains and losses from disposals of
companies and business operations 0.0 -1615 0.2 25 — — -158.8
Other® 19.8 67.0 - - 375 5.0 1293
Adjusted operating result (adjusted EBIT) 80.6 -415.2 1,343.4 416.0 55.8 -100.7 1,379.9

7 Changes in the scope of consolidation include additions and disposals as part of share and asset deals. Adjustments were made for additions in the reporting year and for

disposals in the comparative period of the prior year.
2 Excluding impairment on financial investments.

3 Impairment also includes necessary reversal of impairment losses. This item does not include impairment that arose in connection with a restructuring and impairment on
financial investments. It does include expenses from derecognitions of brand values of €71.2 million in the Vehicle Networking and Information business area and of €14.5

million in the ContiTech business area.

4 This also includes restructuring-related impairment losses totaling €24.2 million (Autonomous Mobility and Safety €3.4 million; Vehicle Networking and Information €0.1 million;

Tires €13.0 million; ContiTech €7.7 million) and reversals of impairment losses totaling €1.8 million (Tires €1.7 million; ContiTech €0.7 million).

5 Mainly includes expenses of €36.6 million in connection with the spin-off of parts of the former Powertrain business area, expenses totaling €49.9 million in connection with
preparations for the repatriation of the business from associate OSRAM CONTINENTAL GmbH, Munich, Germany, and an expense of €37.5 million due to an allowance

recognized on the carrying amount of an associate.
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Research and development

Research and development expenses (net) declined by €113.9 mil-
lion or 4.2% year-on-year to €2,586.8 million (PY: €2,700.7 million),
corresponding to 7.7% (PY: 8.5%) of sales.

In the Automotive Technologies group sector, costs in connection
with initial product development projects in the original-equipment
business are capitalized. Costs are capitalized as at the time at which
we are named as a supplier and have successfully achieved a spe-
cific pre-release stage. Capitalization ends with the approval for un-
limited volume production. The costs of customer-specific applica-
tions, pre-production prototypes and testing for products already
being sold do not qualify as development expenditure that may

be recognized as an intangible asset. Capitalized development ex-
penses are amortized on a straight-line basis over a useful life of
three to seven years and recognized in the cost of sales. In the opin-
ion of the Continental Group, the assumed useful life reflects the pe-
riod for which an economic benefit is likely to be derived from the
corresponding development projects. Of the development costs in-
curred in 2021, including development expenses for internally de-
veloped software, €31.5 million (PY: €137.6 million) in the Automo-
tive Technologies group sector qualified for recognition as an asset.

The requirements for the capitalization of development activities
were not met in the Tires, ContiTech and Contract Manufacturing
business areas in the reporting year or the previous year.

This results in a capitalization ratio of 1.2% (PY: 4.8%) for the Conti-
nental Group.

Depreciation and amortization

Depreciation and amortization decreased by €933.7 million to
€2,258.4 million (PY: €3,191.5 million), equivalent to 6.7% of sales
(PY: 10.0%). This included impairment totaling €29.1 million in
2021 (PY: €800.1 million).

Financial result

The negative financial result improved by €51.6 million year-on-
year to €136.3 million (PY: €187.9 million) in 2021. This is attribut-
able primarily to interest income in connection with income tax
payables.

Interest income rose by €12.0 million year-on-year to €102.7 mil-
lion (PY: €90.7 million) in 2021. Interest income in connection with
income tax payables accounted for €61.8 million of the total (PY:
€1.6 million). This increase is primarily attributable to a ruling by
the German Federal Constitutional Court in July 2021, according to
which the interest rate of 6% p.a. previously applied for interest on
claims for back taxes and tax refunds is unconstitutional. As a re-
sult, the provisions for possible interest payments on income tax li-
abilities were adjusted, and a reduced interest rate of 3% p.a. was
assumed from January 1, 2019. As of the reporting year, expected
income from long-term employee benefits and from pension funds
is reported net against interest expense from long-term employee
benefits. The resulting net expense is included in interest expense.
In the previous year, expected income from long-term employee

benefits and from pension funds amounted to €60.0 million. This
did not include the interest income from the plan assets of the
pension contribution funds.

Interest expense totaled €180.4 million in 20271 and was thus
€83.8 million lower than the previous year’s figure of €264.2 mil-
lion. As of the reporting year, interest expense from long-term em-
ployee benefits is reported net against expected income from long-
term employee benefits and from pension funds. The resulting net
expense of €44.0 million is included in interest expense. This does
not include the interest income from the plan assets of the pension
contribution funds or the interest expense from the defined benefit
obligations of the pension contribution funds. In the previous year,
interest expense from long-term employee benefits totaled €112.3
million. This did not include the interest expense from the defined
benefit obligations of the pension contribution funds. At €136.4
million, interest expense resulting mainly from bank borrowings,
capital market transactions and other financing instruments was
below the prior-year figure of €151.9 million. Interest expense on
lease liabilities accounted for €25.1 million of this (PY: €26.0 mil-
lion). Interest expenses in connection with income tax payables
amounted to €10.6 million (PY: €16.1 million).

The bonds issued by Continental AG and Conti-Gummi Finance BV,
Maastricht, Netherlands, resulted in expenses of €50.7 million (PY:
€50.0 million). The interest-reducing and interest-increasing effects
from the repayments and issuance of bonds in 2020 largely offset
each other. As a result, the expenses for 2021 were practically un-
changed from the previous year.

Effects from currency translation resulted in a negative contribution
to earnings of €128.1 million (PY: €86.0 million) in the reporting
year. By contrast, effects from changes in the fair value of deriva-
tive instruments, and other valuation effects resulted in income of
€69.5 million (PY: €71.6 million). Other valuation effects accounted
for €121.7 million of this (PY: €7.0 million). The main cause was the
reversal of allowances for doubtful accounts on loans and the re-
versal of a provision for loan commitments to the former associate
OSRAM CONTINENTAL GmbH, Munich, Germany, and two of its
subsidiaries. The derecognition of loans due to a debt waiver had
an additional effect of €16.8 million. Taking into account exchange-
rate effects, this resulted in income totaling €89.4 million. Addi-
tional income of €30.9 million (PY: €4.4 million) was derived from
changes in the value of other financial assets. Taking into account
the sum of the effects from currency translation and changes in the
fair value of derivative instruments, earnings in 20271 were nega-
tively impacted by €180.3 million (PY: €21.4 million). This resulted
primarily from the development of the Chinese renminbi in relation
to the euro.
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[Translator's notes are in square brackets]

General Engagement Terms

Wirtschaftsprufer and Wirtschaftspriufungsgesellschaften
[German Public Auditors and Public Audit Firms]
as of January 1, 2017

1. Scope of application

(1) These engagement terms apply to contracts between German Public
Auditors  (Wirtschaftsprifer) or German  Public  Audit Firms
(Wirtschaftspriifungsgesellschaften) — hereinafter collectively referred to as
"German Public Auditors” — and their engaging parties for assurance
services, tax advisory services, advice on business matters and other
engagements except as otherwise agreed in writing or prescribed by a
mandatory rule.

(2) Third parties may derive claims from contracts between German Public
Auditors and engaging parties only when this is expressly agreed or results
from mandatory rules prescribed by law. In relation to such claims, these
engagement terms also apply to these third parties.

2. Scope and execution of the engagement

(1) Object of the engagement is the agreed service — not a particular
economic result. The engagement will be performed in accordance with the
German Principles of Proper Professional Conduct (Grundsatze ord-
nungsmaRiger Berufsausiibung). The German Public Auditor does not
assume any management functions in connection with his services. The
German Public Auditor is not responsible for the use or implementation of
the results of his services. The German Public Auditor is entitled to make
use of competent persons to conduct the engagement.

(2) Except for assurance engagements (betriebswirtschaftliche Prifungen),
the consideration of foreign law requires an express written agreement.

(3) If circumstances or the legal situation change subsequent to the release
of the final professional statement, the German Public Auditor is not obli-
gated to refer the engaging party to changes or any consequences result-
ing therefrom.

3. The obligations of the engaging party to cooperate

(1) The engaging party shall ensure that all documents and further infor-
mation necessary for the performance of the engagement are provided to
the German Public Auditor on a timely basis, and that he is informed of all
events and circumstances that may be of significance to the performance
of the engagement. This also applies to those documents and further
information, events and circumstances that first become known during the
German Public Auditor's work. The engaging party will also designate
suitable persons to provide information.

(2) Upon the request of the German Public Auditor, the engaging party
shall confirm the completeness of the documents and further information
provided as well as the explanations and statements, in a written statement
drafted by the German Public Auditor.

4. Ensuring independence

(1) The engaging party shall refrain from anything that endangers the
independence of the German Public Auditor’s staff. This applies throughout
the term of the engagement, and in particular to offers of employment or to
assume an executive or non-executive role, and to offers to accept en-
gagements on their own behalf.

(2) Were the performance of the engagement to impair the independence
of the German Public Auditor, of related firms, firms within his network, or
such firms associated with him, to which the independence requirements
apply in the same way as to the German Public Auditor in other engage-
ment relationships, the German Public Auditor is entitled to terminate the
engagement for good cause.

5. Reporting and oral information

To the extent that the German Public Auditor is required to present results
in writing as part of the work in executing the engagement, only that written
work is authoritative. Drafts are non-binding. Except as otherwise agreed,
oral statements and explanations by the German Public Auditor are binding
only when they are confirmed in writing. Statements and information of the
German Public Auditor outside of the engagement are always non-binding.

6. Distribution of a German Public Auditor's professional statement

(1) The distribution to a third party of professional statements of the Ger-
man Public Auditor (results of work or extracts of the results of work wheth-
er in draft or in a final version) or information about the German Public
Auditor acting for the engaging party requires the German Public Auditor’s
written consent, unless the engaging party is obligated to distribute or
inform due to law or a regulatory requirement.

(2) The use by the engaging party for promotional purposes of the German
Public Auditor’'s professional statements and of information about the
German Public Auditor acting for the engaging party is prohibited.

7. Deficiency rectification

(1) In case there are any deficiencies, the engaging party is entitled to
specific subsequent performance by the German Public Auditor. The
engaging party may reduce the fees or cancel the contract for failure of
such subsequent performance, for subsequent non-performance or unjusti-
fied refusal to perform subsequently, or for unconscionability or impossibil-
ity of subsequent performance. If the engagement was not commissioned
by a consumer, the engaging party may only cancel the contract due to a
deficiency if the service rendered is not relevant to him due to failure of
subsequent performance, to subsequent non-performance, to unconscion-
ability or impossibility of subsequent performance. No. 9 applies to the
extent that further claims for damages exist.

(2) The engaging party must assert a claim for the rectification of deficien-
cies in writing (Textform) [Translators Note: The German term “Textform”
means in written form, but without requiring a signature] without delay.
Claims pursuant to paragraph 1 not arising from an intentional act expire
after one year subsequent to the commencement of the time limit under the
statute of limitations.

(3) Apparent deficiencies, such as clerical errors, arithmetical errors and
deficiencies associated with technicalities contained in a German Public
Auditor’s professional statement (long-form reports, expert opinions etc.)
may be corrected — also versus third parties — by the German Public
Auditor at any time. Misstatements which may call into question the results
contained in a German Public Auditor’s professional statement entitle the
German Public Auditor to withdraw such statement — also versus third
parties. In such cases the German Public Auditor should first hear the
engaging party, if practicable.

8. Confidentiality towards third parties, and data protection

(1) Pursuant to the law (8§ [Article] 323 Abs 1 [paragraph 1] HGB [German
Commercial Code: Handelsgesetzbuch], § 43 WPO [German Law regulat-
ing the Profession of Wirtschaftsprifer: Wirtschaftspriferordnung], § 203
StGB [German Criminal Code: Strafgesetzbuch]) the German Public
Auditor is obligated to maintain confidentiality regarding facts and circum-
stances confided to him or of which he becomes aware in the course of his
professional work, unless the engaging party releases him from this confi-
dentiality obligation.

(2) When processing personal data, the German Public Auditor will observe
national and European legal provisions on data protection.

9. Liability

(1) For legally required services by German Public Auditors, in particular
audits, the respective legal limitations of liability, in particular the limitation
of liability pursuant to § 323 Abs. 2 HGB, apply.

(2) Insofar neither a statutory limitation of liability is applicable, nor an
individual contractual limitation of liability exists, the liability of the German
Public Auditor for claims for damages of any other kind, except for dam-
ages resulting from injury to life, body or health as well as for damages that
constitute a duty of replacement by a producer pursuant to § 1 ProdHaftG
[German Product Liability Act: Produkthaftungsgesetz], for an individual
case of damages caused by negligence is limited to € 4 million pursuant to
§ 54 a Abs. 1 Nr. 2 WPO.

(3) The German Public Auditor is entitled to invoke demurs and defenses
based on the contractual relationship with the engaging party also towards
third parties.
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(4) When multiple claimants assert a claim for damages arising from an
existing contractual relationship with the German Public Auditor due to the
German Public Auditor's negligent breach of duty, the maximum amount
stipulated in paragraph 2 applies to the respective claims of all claimants
collectively.

(5) An individual case of damages within the meaning of paragraph 2 also
exists in relation to a uniform damage arising from a number of breaches of
duty. The individual case of damages encompasses all consequences from
a breach of duty regardless of whether the damages occurred in one year
or in a number of successive years. In this case, multiple acts or omissions
based on the same source of error or on a source of error of an equivalent
nature are deemed to be a single breach of duty if the matters in question
are legally or economically connected to one another. In this event the
claim against the German Public Auditor is limited to € 5 million. The
limitation to the fivefold of the minimum amount insured does not apply to
compulsory audits required by law.

(6) A claim for damages expires if a suit is not filed within six months
subsequent to the written refusal of acceptance of the indemnity and the
engaging party has been informed of this consequence. This does not
apply to claims for damages resulting from scienter, a culpable injury to life,
body or health as well as for damages that constitute a liability for replace-
ment by a producer pursuant to § 1 ProdHaftG. The right to invoke a plea
of the statute of limitations remains unaffected.

10. Supplementary provisions for audit engagements

(1) If the engaging party subsequently amends the financial statements or
management report audited by a German Public Auditor and accompanied
by an auditor's report, he may no longer use this auditor’s report.

If the German Public Auditor has not issued an auditor's report, a reference
to the audit conducted by the German Public Auditor in the management
report or any other public reference is permitted only with the German
Public Auditor’s written consent and with a wording authorized by him.

(2) If the German Public Auditor revokes the auditor's report, it may no
longer be used. If the engaging party has already made use of the auditor's
report, then upon the request of the German Public Auditor he must give
notification of the revocation.

(3) The engaging party has a right to five official copies of the report.
Additional official copies will be charged separately.

11. Supplementary provisions for assistance in tax matters

(1) When advising on an individual tax issue as well as when providing
ongoing tax advice, the German Public Auditor is entitled to use as a
correct and complete basis the facts provided by the engaging party —
especially numerical disclosures; this also applies to bookkeeping en-
gagements. Nevertheless, he is obligated to indicate to the engaging party
any errors he has identified.

(2) The tax advisory engagement does not encompass procedures required
to observe deadlines, unless the German Public Auditor has explicitly
accepted a corresponding engagement. In this case the engaging party
must provide the German Public Auditor with all documents required to
observe deadlines — in particular tax assessments — on such a timely basis
that the German Public Auditor has an appropriate lead time.

(3) Except as agreed otherwise in writing, ongoing tax advice encompasses
the following work during the contract period:

a) preparation of annual tax returns for income tax, corporate tax and
business tax, as well as wealth tax returns, namely on the basis of the
annual financial statements, and on other schedules and evidence
documents required for the taxation, to be provided by the engaging
party

b) examination of tax assessments in relation to the taxes referred to in

(€Y

c) negotiations with tax authorities in connection with the returns and
assessments mentioned in (a) and (b)

d) support in tax audits and evaluation of the results of tax audits with
respect to the taxes referred to in (a)

e) participation in petition or protest and appeal procedures with respect
to the taxes mentioned in (a).

In the aforementioned tasks the German Public Auditor takes into account
material published legal decisions and administrative interpretations.

(4) If the German Public auditor receives a fixed fee for ongoing tax advice,
the work mentioned under paragraph 3 (d) and (e) is to be remunerated
separately, except as agreed otherwise in writing.

(5) Insofar the German Public Auditor is also a German Tax Advisor and
the German Tax Advice Remuneration Regulation (Steuerberatungsvergu-
tungsverordnung) is to be applied to calculate the remuneration, a greater
or lesser remuneration than the legal default remuneration can be agreed
in writing (Textform).

(6) Work relating to special individual issues for income tax, corporate tax,
business tax, valuation assessments for property units, wealth tax, as well
as all issues in relation to sales tax, payroll tax, other taxes and dues
requires a separate engagement. This also applies to:

a) work on non-recurring tax matters, e.g. in the field of estate tax, capital
transactions tax, and real estate sales tax;

b) support and representation in proceedings before tax and administra-
tive courts and in criminal tax matters;

c) advisory work and work related to expert opinions in connection with
changes in legal form and other re-organizations, capital increases
and reductions, insolvency related business reorganizations, admis-
sion and retirement of owners, sale of a business, liquidations and the
like, and

d) support in complying with disclosure and documentation obligations.

(7) To the extent that the preparation of the annual sales tax return is
undertaken as additional work, this includes neither the review of any
special accounting prerequisites nor the issue as to whether all potential
sales tax allowances have been identified. No guarantee is given for the
complete compilation of documents to claim the input tax credit.

12. Electronic communication

Communication between the German Public Auditor and the engaging
party may be via e-mail. In the event that the engaging party does not wish
to communicate via e-mail or sets special security requirements, such as
the encryption of e-mails, the engaging party will inform the German Public
Auditor in writing (Textform) accordingly.

13. Remuneration

(1) In addition to his claims for fees, the German Public Auditor is entitled to
claim reimbursement of his expenses; sales tax will be billed additionally.
He may claim appropriate advances on remuneration and reimbursement
of expenses and may make the delivery of his services dependent upon the
complete satisfaction of his claims. Multiple engaging parties are jointly and
severally liable.

(2) If the engaging party is not a consumer, then a set-off against the
German Public Auditor's claims for remuneration and reimbursement of
expenses is admissible only for undisputed claims or claims determined to
be legally binding.

14. Dispute Settlement

The German Public Auditor is not prepared to participate in dispute settle-
ment procedures before a consumer arbitration board (Verbraucherschlich-
tungsstelle) within the meaning of § 2 of the German Act on Consumer
Dispute Settlements (Verbraucherstreitbeilegungsgesetz).

15. Applicable law

The contract, the performance of the services and all claims resulting
therefrom are exclusively governed by German law.
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