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Continental AG

Continental develops pioneering technologies and services for
sustainable and connected mobility of people and their goods.
Founded in 1871, the technology company offers safe, efficient,
intelligent and affordable solutions for vehicles, machines, traffic
and transportation. In 2022, Continental generated sales of
€394 billion and currently employs around 200,000 people in
57 countries and markets.
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Development of Strategic Performance
Indicators

Group Sustainability Scorecard 2022 2021

Carbon neutrality™?

Direct CO; emissions (Scope 1) in millions of metric tons of CO- 0.76 0.82
Indirect CO, emissions (Scope 2) in millions of metric tons of CO%* 0.23 0.23
Total own CO> emissions (Scopes 1 and 2) in millions of metric tons of CO» 0.99 1.05
Use of negative CO, emissions (CO, removal) in millions of metric tons of CO2* 0.03 n.a.

Emission-free mobility and industries

Allocated business with zero-tailpipe-emission vehicles in millions of euros® © 1,657 986
Allocated low-carbon business beyond business with zero-tailpipe-emission vehicles in millions of euros’ 1,148 6
Allocated business with emission-free mobility and industries in millions of euros 2,805 991

Circular economy

Waste for recovery quota in %% ® 85 81

Responsible value chain

Number of available, valid supplier self-assessment questionnaires (as at Dec. 31)° 1,009 631

Good working conditions

OUR BASICS Live Sustainable Engagement index in %'% " 80 80
Sickness rate in %'% '3 3.7 3.7
Unforced fluctuation rate in %' 7.8 7.0

Green and safe factories

Environmental management system certifications (ISO 14001)

Employee coverage (as at Dec. 31) in %'° 76 76
Energy management system certifications (ISO 50001)

Employee coverage (as at Dec. 31) in %'° 40 40
Occupational safety and health management system certifications (ISO 45001 or similar)

Employee coverage (as at Dec. 31) in %'° 62 62
Accident rate (number of accidents per million working hours)'> ¢ 25 26

Benchmark in quality

Quality management system certifications (ISO 9001 or similar)
Employee coverage (as at Dec. 31) in %'° 83 84

New field quality events (as at Dec. 31)"7 30 36

Sustainable management practice

Gender diversity - share of female executives and senior executives (as at Dec. 31) in % 19.1 17.8

of which share of female executives and senior executives excluding the USA (as at Dec 31) in % 18.8 n.a

Innovation and digitalization

Research and development expenses (net) in millions of euros 2,871.4 2,586.8

in % of sales 7.3 7.7

1 Definitions in accordance with the GHG Protocol. Scope 1 includes emissions from the burning of fossil fuels as part of Continental’s own processes, and Scope 2 includes emissions from purchased electricity, steam and heat.
CO: emission factors correspond to CO. equivalents (CO2e).

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

3 Calculated using the market-based calculation method of the GHG Protocol. Where contract-specific emission factors were not available, the standard emission factors from Defra (September 202 1) were used.

4 Generated through voluntary carbon credits. These are obtained solely from reforestation and afforestation projects and are reserved exclusively for Continental in the Gold Standard, VCS, American Carbon Registry and
Climate Action Reserve registries.

5 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).

6 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 group sectors, 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 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.

7 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 Taxon-
omy-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 and the replacement
business with highly efficient tires with low rolling resistance (label classes A and B) for the existing fleet of vehicles already on the market, which is included for the first time for 2022,

8 Definition: proportion of waste that has been sent for material recycling, thermal recovery or any other form of recycling or reuse.

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

10 Definition: employee agreement on topics relating to sustainable engagement in the employee survey OUR BASICS Live.

11 This is based on the responses of 46,199 participants (PY: 47,472 participants) as a representative random sample of Continental’s group sectors and countries. The participation rate was 75% (PY: 75%).

12 Definition: sickness-related absence relative to contractual worktime.

13 Excluding leasing personnel (ie. permanent staff only).

14 Definition: voluntary departure of employees from the company relative to the average number of employees.

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

16 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.

17 Definition: a field quality event is a risk-minimizing measure for a product manufactured and/or sold by Continental based on a safety-related defect and/or non-compliance with regulations that was initiated by Continental, a

customer and/or an authority.
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Letter from the Executive Board

=

Transformation provides opportunities! And this also applies to the
ongoing ‘green” transformation of the automotive industry as well as
our entire economic system. Sustainability is the key driver of innova-
tion at Continental. We have already integrated polymers from recycled
PET bottles into our tire production and will continue to increasingly
integrate recycled materials into our products in the future as well. We
offer products and surfaces made from biobased materials and are
additionally developing concepts for the remanufacturing of electronic
components. Our great strength is in the industrialization of innova-
tions.

Over the past year, we have once again proven our resilience: while
faced with the ongoing pandemic, the transformation of our industry,
supply shortages, soaring costs for raw materials, energy and logis-
tics, as well as the additional geopolitical challenges. Despite all these adversities, we have not lost sight of our goals. At Continental, we
believe that sustainability is not a choice, but a necessity. We are committed to minimizing our carbon footprint and reducing our environ-
mental impact through sustainable practices and innovation. Our commitment to sustainability is not only driven by our desire to protect
the environment, but also by our commitment to operate our business responsibly and for the benefit of our customers, employees and
communities.

We also believe that sustainability is not a destination, but a journey. The compass we are using on this journey is our sustainability ambi-
tion, which we introduced back in 2020 - and is closely linked to our corporate strategy. The strategic pillar “Turning Change into Oppor-
tunity” explicitly highlights the idea of “Embracing Sustainability” - a clear message that we actively strive to shape this change. This mind-
set illustrates our dedication to the strong and visionary focus areas of our ambition, as well as our aspiration to achieve them by 2050 at
the latest and in close collaboration with our partners along the value chain:

100% carbon neutrality, 100% closed resource and product cycles,
100% emission-free mobility and industries, 100% responsible sourcing and business partnerships.

On this journey, we need reliable partners and cooperation at eye level in our industries to allow all links in the value chain to truly join
forces. However, we can only build a sustainable economic system when politics, society and the financial sector also move in unison with
the industry. We do agree on the vision of a sustainable and carbon-neutral economy, after all, but we will need to jointly define a realistic
way to get there without creating bureaucratic nightmares as a result. If we succeed in jointly describing an ambitious but realistic path-
way, then transformation becomes a real opportunity! Together, we can and must ensure that the economic transformation to sustainability
will be a success.

Our success - and the progress we have made toward a one hundred percent sustainable company - is based on the engagement and
expertise of our 200,000 employees worldwide. We have also expressed this in our new vision: “Creating Value for a Better Tomorrow -
Powered by the Passion of our People!”. | have great confidence in the innovative strength and passion of my colleagues. In 2023, we will
therefore continue to focus on our ambitions and not only strive for a better tomorrow, but in particular for a more sustainable tomorrow.

This report outlines our achievements in 2022 as we pursue our sustainability ambitions, including our revenue with sustainable business
and our efforts to reduce greenhouse gas emissions, conserve water, and minimize waste. We are proud to report that we have made signif-
icant progress in all these areas, and we will continue our efforts to reduce our environmental impact. We look forward to your questions
and suggestions. And now, on behalf of the entire Executive Board and all our employees, | wish you an exciting and informative read.

With kind regards,

e Bkt

Dr. Ariane Reinhart
Member of the Executive Board
Group Human Relations, Group Sustainability and Director of Labor Relations
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Information on Reporting

This is Continental’s twelfth sustainability report. It is also the supporting document to
complete the communication on progress questionnaire for the UN Global Compact.

Integrated sustainability reporting concept

Continental has published a sustainability report every year since
2012 and a combined non-financial statement each year since
2018, with both reports looking at the past fiscal year. The main
medium of our sustainability reporting is the integrated sustainabil-
ity report. This report brings together information, in a modular for-
mat, from the company’s combined non-financial statement, man-
agement report, consolidated financial statements and other
sources, as well as additional information.

Reporting standards

The reporting considers the standards of the Global Reporting Initi-
ative (GRI), the UN Global Compact, the UN Sustainable Develop-
ment Goals (SDG), the Task Force on Climate-related Financial Dis-
closures (TCFD), and the Sustainability Accounting Standards Board
(SASB). The relevant indixes to the single standards can be found
starting on page 126.

Reporting period
The report covers the 2022 fiscal year from January 1 to Decem-
ber 31, 2022, and was published on April 21, 2023.

Scope of consolidation

The integrated sustainability report encompasses the same scope
of consolidation as for the consolidated financial statements (see
Note 2 “General Information and Accounting Principles” on

page 130 of the annual report). The information refers - unless
otherwise indicated - to continuing operations of the Continental
Group and therefore exclude Vitesco Technologies, which was spun
off on September 15, 2021.

Material topics

The material topics in our sustainability strategy, and therefore our
sustainability reporting, were identified in 2019 on the basis of a
stakeholder survey of more than 1,700 stakeholders, as well as
additional analyses. The table below provides an overview of these
key topics and indicates the reports in which they are specifically
covered.

Reports in which the individual topics are covered

Statutory reporting

Integrated
Key topics in the sustainability sustainability Combined non-financial statement Management reportin Other annual reporting
strategy report in the annual report the annual report (not part of the management report)

1 Carbon neutrality X X

2. Emission-free mobility and industries X X

3 Circular economy X X

4 Responsible value chain X X

5 Good working conditions X X

6. Green and safe factories X X

7 Innovation and digitalization X X

(Research and
Development section)
8 Benchmark for quality X X
9 Safe mobility X X
(Research and
Development section)
10. Long-term value creation X X
(Corporate
Management and
Economic Report section)
11. Sustainable management practice X X X
(Corporate Governance
section)

12. Corporate citizenship X
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Topics covered in the various reporting formats

The integrated sustainability report presents the management ap-
proach and results, including key performance indicators and other
key figures and examples, for each key topic of the sustainability
strategy. By contrast, the combined non-financial statement in
accordance with Sections315b and 315c inconjunction with
Sections 289b to 289e of the German Commercial Code (HGB)
focuses exclusively on information required by law.

Significance of color coding and the applicable auditor’s report

Text and assurance markings

The main content of this integrated sustainability report is derived
from Continental AG corporate publications, such as the consoli-
dated financial statements, the annual report or the remuneration
report, which were audited by an independent auditor. It should be
noted that the audits were carried out in a different context, such
as the statutory audit, and that the audited content for this inte-
grated sustainability report was recompiled. Further selected infor-
mation in this report was subject to an additional audit with limited
assurance by an independent auditor. The entire integrated sustain-
ability report has not been assured. The externally verified content
is color-coded as per the following overview.

Color coding Significance

Page reference
auditor’s report

Applicable auditor’s report

This text section is derived from Continental AG corporate publications
(consolidated financial statements, management report incl. the combined
non-financial statement or remuneration report), which was assured by an

Yellow marking

independent auditor.

Report on the Audit of the Consolidated Financial
Statements and the Consolidated Management
Report

Auditor’'s Report on the Remuneration Report
134

This text section has been assured in a separate audit for the integrated

ClEE NI sustainability report.

Independent Practitioner’s Report on a Limited
Assurance Engagement on selected Sustainability
Information in the Integrated Sustainability Report
of Continental AG

No color-coding This text has not been subject to an external audit.
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Corporate Profile

Structure of the Continental Group

Source:

Automotive, Tires and ContiTech: the three
strong pillars of the Continental Group.

Organizational structure

The Continental Group is divided into four group sectors: Automo-
tive, Tires, ContiTech and Contract Manufacturing. As of January 1,
2023, these comprise a total of 18 business areas.

A group sector or business area with overall responsibility for a busi-

ness, including its results, is classified according to product require-
ments, market trends, customer groups and distribution channels.

Business responsibility

Overall responsibility for managing the company is borne by the
Executive Board of Continental Aktiengesellschaft (AG). The Auto-
motive, Tires and ContiTech group sectors are each represented
on the Executive Board.

The group functions of Continental AG are represented by the
chairman of the Executive Board, the chief financial officer and the
Executive Board member responsible for Human Relations, and
assume the functions required to manage the Continental Group
across the group sectors. They include, in particular, Finance, Con-
trolling, Compliance, Law, IT, Human Relations, Sustainability, and

519 locations in 57 countries and markets

Quiality and Environment. The Group Purchasing group function is
represented by the Executive Board member responsible for the
Tires group sector.

Customer structure

With a 61% share of consolidated sales, the automotive industry

- with the exception of the replacement business - is our most im-
portant customer group. This industry is particularly important for
the growth of the Automotive group sector. In the Tires group sector,
sales to dealers and end users represent the largest share of the
tire-replacement business. In the ContiTech group sector, the cus-
tomer base is made up of the automotive industry and other key in-
dustries such as railway engineering, machine and plant construc-
tion, mining and the replacement business. In the Contract Manu-
facturing group sector, Vitesco Technologies constitutes the sole
customer.

Companies and locations

Continental AG is the parent company of the Continental Group.
In addition to Continental AG, the Continental Group comprises
477 companies, including non-controlled companies. The Conti-
nental team is made up of 199,038 employees at 519 locations
for production, research and development, and administration in
57 countries and markets. Added to this are distribution locations,
with 917 company-owned tire outlets and a total of around

5,228 franchises and operations with a Continental brand
presence.

37,471 North America
89

b,

1,473 Africa
14

7,410 South America
29

~ 112,843 Europ

e‘i: :

Asia 38,396
107

Australia 1,445
9

World 199,038 employees

519 locations
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Structure of the Continental Group in 2022

Automotive Tires

ContiTech

The Automotive group sector offers technologies for passive-
safety, brake, chassis, motion and motion-control systems. Its portfo-
lio also includes innovative solutions for assisted and automated
driving, display and operating technologies, audio and camera solu-
tions for the vehicle interior as well as intelligent information and
communication technology associated with the mobility services of
fleet operators and commercial vehicle manufacturers. Comprehen-
sive activities relating to connectivity technologies, vehicle electron-
ics and high-performance computers round off the range of products
and services. The group sector is divided into five business areas:

Architecture and Networking
Autonomous Mobility

Safety and Motion

Smart Mobility

User Experience

As of January 1, 2023, the Automotive group sector, including a
development unit called Software and Central Technologies (SCT),
is divided into six business areas.

With its premium portfolio in the car, truck, bus, two-wheel and spe-
cialty tire segment, the Tires group sector stands for innovative
solutions in tire technology. Intelligent products and services related
to tires and the promotion of sustainability complete the portfolio.
For specialist dealers and fleet management, Tires offers digital tire
monitoring and tire management systems, in addition to other
services, with the aim of keeping fleets mobile and increasing their
efficiency. With its tires, Continental contributes to safe, efficient
and environmentally friendly mobility. In the reporting year, 22%

of sales in Tires related to business with vehicle manufacturers, and
78% related to the tire-replacement business. The group sector is
divided into five business areas:

Original Equipment
Replacement APAC
Replacement EMEA
Replacement The Americas
Specialty Tires

The ContiTech group sector develops and manufactures, for
example, cross-material, environmentally friendly and intelligent
products and systems for the automotive industry, railway engi-
neering, mining, agriculture and other key industries. The group
sector draws on its long-standing knowledge of the industry and
materials to open up new business opportunities by combining
various materials with electronic components and individual ser-
vices. In the reporting year, 48% of sales in ContiTech related to
business with automotive manufacturers, and 52% to business
with other industries and in the automotive replacement market.
The group sector is divided into six business areas:

Advanced Dynamics Solutions
Conveying Solutions
Industrial Fluid Solutions
Mobile Fluid Systems

Power Transmission Group
Surface Solutions

The contract manufacturing of products by Continental companies
for Vitesco Technologies is consolidated in the Contract Manufac-
turing group sector. This contract manufacturing is not intended
to be a permanent situation; rather, the operational separation of
production will be promoted in the coming years, and the volume
of contract manufacturing reduced. Contract Manufacturing includes
one business area:

Contract Manufacturing
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Globally interconnected value creation

Research and development (R&D) took place at 94 locations in the
reporting year, predominantly in close proximity to our customers
to ensure that we can respond flexibly to their various requirements
and to regional market conditions. This applies particularly to pro-
jects of the Automotive and ContiTech group sectors. In the Tires
group sector, R&D is largely centrally organized, since product re-
quirements for tires are much the same across the world. They are
adapted according to the specific requirements of each market.
Continental generally invests around 7% to 8% of sales in R&D
each year. For more information, see the Research and Develop-
ment section.

Continental processes a wide range of raw materials and semi-
finished products. The purchasing volume in the reporting year
was €28.4 billion in total, €19.3 billion of which was for production
materials. Electronics and electromechanical components together
make up around 35% of the Continental Group’s purchasing volume

Globally interconnected value creation

10

for production materials, which are primarily used in the Automo-
tive and Contract Manufacturing group sectors, while mechanical
components account for around 19%. Natural rubber and oil-based
chemicals as well as synthetic rubber and carbon black are key raw
materials for the Tires and ContiTech group sectors. The total pur-
chasing volume for these materials amounts to around 26% of the
total volume for production materials. For more information, see
the Development of Raw Materials Markets section in the economic
report.

Production and sales in the Automotive and ContiTech group sectors
are organized across regions. For the Tires group sector, economies
of scale play a key role when it comes to tire manufacturing. Low
production costs coupled with large volumes and proximity to our
customers or high rates of regional growth constitute key success
factors. For this reason, manufacturing takes place at major loca-
tions in the dominant automotive markets, namely Europe, the USA
and China. Tires are sold worldwide via our dealer network with tire
outlets and franchises, as well as through tire trading in general.

Diverse
€28.4 billion in volumes

Innovative
€2.9 billion in expenditure

Global
207 locations

Local
€394 billion in sales
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Source:

Note:

Free float stable at 54.0%

As in the previous year, free float as defined by Deutsche Borse AG
amounted to 54.0% as at the end of 2022. The most recent change
took place on September 17, 2013, when our major shareholder,
the IHO Group, Herzogenaurach, Germany, announced the sale of
7.8 million Continental shares, reducing its shareholding in Conti-
nental AG from 49.9% to 46.0%.

As at the end of 2022, the market capitalization of Continental AG
amounted to €11.2 billion (PY: €18.6 billion). Market capitalization

on the basis of free float averaged €6.1 billion over the last 20 trad-

ing days of the reporting year (PY: €10.1 billion). Free-float market
capitalization is the decisive factor for index calculation in the regu-
latory framework of Deutsche Borse AG. At the end of 2022, Conti-
nental AG ranked 39th in terms of free-float market capitalization
on the DAX (PY: 36th).

Free-float distribution largely stable in 2022

As at the end of the year, we once again determined the distribution
of free float of Continental shares by way of shareholder identifica-
tion (SID).

We were able to assign 106.4 million of the 108.0 million shares
held in the form of shares or alternatively as American depositary

receipts (ADRs) in the USA to more than 630 institutional investors,

Shareholder structure as at Dec. 31,2022 in %
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banks and asset managers across 42 countries. The identification
ratio was 98.5% (PY: 97.6%).

According to the SID, the identified level of Continental shares held
in Europe was slightly higher than the previous year at 49.7% of
free float (PY: 49.0%).

The identified level of shares held by investors from the UK and
Ireland was virtually unchanged compared with the previous year
at 30.0% (PY: 29.7%).

The identified free-float holdings of German investors fell to 5.9%
in the year under review (PY: 6.3%).

French investors held 3.5% of Continental free-float shares at the
end of 2022 (PY: 3.4%).

The free-float holdings of Scandinavian investors increased to 3.6%
in 2022 (PY: 3.1%).

Investors in other European countries increased their share of free
float slightly to 6.7% in 2022 (PY: 6.5%).

Shareholdings of investors in North America remained at the
high level of the previous year in 2022. In total, they held 46.0%
(PY: 45.7%) of the free float in the form of shares or ADRs.

The identified shareholdings of investors in Asia, Australia and Africa
were at 2.8% at the end of 2022 (PY: 2.9%).

Regional distribution of the free float as at Dec. 31,2022 in %
(98.5 % identified)

IHO-Group 46.0

54.0 Free Float!

Not identified 15
28 |
wl UK and
Asia, Australia 30.0 Ireland
and Africa
5.9 Germany
USA and Canada  46.0 3.6 Scandinavia
| 35 France
Rest of Europe 6.7

1 According to the definition from Deutsche Bérse AG, holdings of less than 5 %
are considered free float unless they are attributable to a shareholder with a
total holding of more than 5 %.
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Source:

Turning change into progress and
opportunity.

In 2022, Continental developed a new vision and mission together
with the entire Executive Board and managers from all group sectors,
which it rolled out across the company:

CREATING VALUE FOR A BETTER TOMORROW.
OUR TECHNOLOGIES. YOUR SOLUTIONS. POWERED BY THE
PASSION OF OUR PEOPLE.

The vision and mission are the foundation for our daily corporate
activities. They link the challenges of the present to the key questions
for the future:

What do we stand for?
What drives us?
Where do we want to go?

The vision and mission provide us with pioneering guiding principles
in an increasingly complex and highly dynamic market environment.

What do the new vision and mission mean for Continental?

“Creating value”: Everything we do is designed to create value.
This can be financial value for our shareholders but also value
for our customers, our employees and the societies in which we
operate.

Our goal is to build “a better tomorrow.” With our products

and services, we contribute to making the world a little better.

We develop and produce the mobility of tomorrow, making it
safer, more convenient and more sustainable. At the same time, a
better tomorrow means acting now and not in the distant future.
Every day. Tomorrow will be better than today, because every day
we get a little better.

“Our technologies”: We will achieve these improvements with
the help of technology. We are a technology company and believe
that we will only be able to tackle the challenges of our time by
rapidly developing the right technologies.

“Your solutions”: Rather than being an end in itself, however, our
technology should help our customers make their products even
better and more useful. This is what we mean by “Our technolo-
gies. Your solutions.” Because we are customer-focused in every-
thing we do.

“Powered by the passion of our people”: This makes it clear
that Continental stands for a certain culture. A culture of mutual
respect. A culture of togetherness. And a culture of passion.

Based on this, our aim is to become the most attractive and pro-
gressive employer. Ultimately, in order to achieve our vision, we
want to attract and retain the best talent at Continental.

12

Amid the fierce competition for this talent, we impress with our
innovative technologies, our culture of mutual respect, trust and
togetherness, and our pronounced passion to win. With our new
vision and mission, we aim to strengthen our employees’ commit-
ment - the most important bond they have with Continental. Their
commitment, enthusiasm and motivation are an expression of our
passion to win and give us a key competitive advantage, more so
now than ever.

All group sectors were involved in the development of the new vision
and mission. They therefore represent an important basis for our
daily activities and reflect the respective business identities of our
broad-based corporation and the factors decisive for its success.

With our strategy, which was realigned to address the transformation
in the mobility industry in 2020, we have paved the way for profita-
ble growth over the coming years. Our overall organizational struc-
ture and management processes are fully aligned with this strategy.
We see the transformation in the mobility industry as an opportunity.
Our strategy is based on three cornerstones:

Strengthening operational performance
Differentiating the portfolio
Turning change into opportunity

1. Strengthening operational performance

By strengthening our operational performance, we can ensure our
future viability and competitiveness. We are aligning our cost struc-
ture to global market conditions. In 2019, we introduced appropri-
ate measures with our Transformation 2019-2029 structural pro-
gram, which we expect to generate gross savings of €850 million
annually from 2024 onward.

The semiconductor shortage is an ongoing challenge for the auto-
motive industry. Delivery backlogs and delivery times for semi-
conductors were at record highs in 2022, and the situation is not
expected to improve substantially before 2025. Continental re-
sponded to the challenge by setting up a task force in fiscal 2021
and by establishing the Integrated Business Planning (IBP) unit in
2022. Operating internationally, the IBP unit manages supply and
demand planning for all Automotive business areas and oversees
volume planning for semiconductors in order to achieve a balance
between customer demand and supplier deliveries.

2. Differentiating the portfolio

We continue to pursue the targeted differentiation of our product
portfolio with a focus on growth and value. Our focus on growth is
aimed at establishing strong market positions in innovative fields
featuring highly dynamic growth, while our focus on value addresses
saturated markets with stable but low growth.

In our Automotive, Tires and ContiTech group sectors, our focus
on growth is centered around innovations for safe, connected and
automated driving, which will be a critical factor in customers’
future purchasing decisions. Vehicles require technologies from
Continental, such as tires, brake systems, hoses for thermal man-
agement, digital solutions and services, as well as high-performance
computers - irrespective of the vehicle’s drive technology.
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We are purposefully entering into partnerships that make us better
and faster, in particular with smaller specialist firms and start-up
companies. In the year under review, for example, we continued to

invest in collaborations for assisted and autonomous driving. Fund-

ing that we do not contribute to partnerships is used to establish
and develop our in-house expertise. Examples can be found in the
Research and Development section starting on page 35 of this
annual report.

When it comes to “value,” our focus is on profitable product areas
where we have solid competitive positions in markets with a high
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degree of maturity. These include, for example, display and control
systems, surface materials and the European tire business. The aim
here is to sustain profitability and generate sufficient funds to enable
us to ensure competitive expansion geared to market and technol-
ogy leadership in growth areas that as yet are unable to fully finance
their ambitious growth themselves.

The portfolio strategy also includes possible acquisitions, divest-
ments and partnerships. The business areas are regularly assessed
to determine whether they are capable of creating the best possi-
ble value for Continental, and how their value can be maximized.

Right-size cost structure
Commitment to efficiency and quality

Win in growth businesses
Manage value businesses for
profitability and cash

Embrace sustainability
Focus on passion to win and
transparency and ownership
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3. Turning change into opportunity

Our comprehensive organizational structure helps us seize market
opportunities and translate them into profit even more quickly.
Transparent structures and a high level of autonomy make us
more flexible in an increasingly complex market environment.

Sustainability is a key area in which Continental is turning change
into opportunity. Continental has set out a sustainability ambition
with four focus areas: carbon neutrality, emission-free mobility and

industry, circular economy, and responsible value chain. It describes

how, together with our partners, we seek to shape the transfor-
mation in the relevant topic areas along the entire value chain by
2050 at the latest. This sustainability ambition provides the frame-

work and guidelines for existing strategies, programs and processes,

as well as their further development. The systematic expansion of
our business in particular with zero-tailpipe-emission vehicles con-
tributes significantly toward achieving our ambitions in the area of
carbon neutrality and emission-free mobility and industries, as well

as toward reducing greenhouse gas emissions in the mobility sector.
Detailed information on the implementation of our sustainability am-

bition can be found in the Sustainability and Combined Non-Financial
Statement section starting on page 37 of this annual report.

We are sticking to our medium-term business outlook:

In the Automotive group sector, we are focusing on the growing
global demand for safe, connected and convenient mobility. This
means, in particular, the development of non-differentiating soft-
ware, which makes up around 60% of a vehicle’s software. Such
software consists of programs that are not critical for the market-
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ing of vehicles, but that are necessary to ensure their safe opera-
tion. It is crucial to achieve cost advantages through standardiza-
tion and scaling in this area. Forty percent of a vehicle’s software
relates to functions that make a visible difference, such as for au-
tomated driving or infotainment systems. For Automotive overall,
we anticipate an adjusted EBIT margin of around 6% to 8% in the
medium term as well as a return on capital employed (ROCE) of
over 15%.

We want to further consolidate our position among the world’s
top tire manufacturers, particularly in the growth markets of Asia
and North America. In the passenger-car tire segment, we intend
to expand our business with tires for electric mobility and ultra-
high-performance tires. We also see future growth in vehicle fleet
management services. For the Tires group sector, we anticipate
an adjusted EBIT margin of around 12% to 16% in the medium
term as well as an ROCE of over 20%.

For the ContiTech group sector, the main opportunities are pre-
sented by the growing demand for digital and intelligent solutions.
Business continues to be based on products and systems made
from rubber, plastic, metal, textiles and electronic components,
which in the future we will be able to combine with customized
and digital service offerings. For ContiTech overall, we anticipate
an adjusted EBIT margin of around 9% to 11% in the medium
term as well as an ROCE of over 20%.

At corporate level, we aim in the medium term to achieve an ad-
justed EBIT margin of around 8% to 11% and an ROCE of around
15% to 20%. The cash conversion ratio is expected to exceed 70%.
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Source:

Ambition, strategy and program

Sustainability is a driver of innovation for Continental during the
current transformation of mobility and industries, and is thus firmly
anchored in its corporate strategy in the cornerstone of “turning
change into opportunity.” Sustainability is also a key component in
our vision of “creating value for a better tomorrow.”

In the Continental Group's sustainability ambition, we describe how
we want to shape this transformation in the relevant topic areas
with respect to sustainability in order to seize transformation op-
portunities and mitigate transformation risks. Along with the rele-
vant guidelines, this sustainability ambition brings together existing
strategies, programs and processes, as well as their further devel-
opment. The specific ambitions, strategies, programs and processes
are presented in the following sections for the reporting topic areas
of the combined non-financial statement. The entire ambition can
be found online at 2 www.continental-sustainability.com.

Management, organization and responsibilities

Within the Executive Board, the Executive Board member for Group
Human Relations (director of Labor Relations) and Group Sustaina-
bility is responsible for sustainability. Sustainability management
within the Continental Group is regulated by a dedicated internal
sustainability policy.

The Group Sustainability group function is further supplemented
by sustainability functions in the group sectors as well as coordina-
tors in several business areas and countries. The key sustainability
functions were expanded and strengthened in 2022.

The Group Sustainability Steering Committee is responsible for as-
sessing interdepartmental issues, weighing up risks and opportuni-
ties and discussing relevant Executive Board decisions in advance.
In fiscal 2022, it consisted of the entire Executive Board as well as
the heads of the sustainability functions at corporate level and group
sector level as well as the heads of other relevant group functions.
The committee is chaired by the Executive Board member for Group

Our key stakeholders and interest groups are our employees
and customers, the capital market, public policymakers, actors
in civil society, and suppliers. We maintain a regular, ongoing
dialog via various channels with all relevant stakeholders on
issues relevant to the company and society as a whole.

Customers: eg. via sales departments or key account man-
agement, cooperative undertakings, and trade fairs
Investors and shareholders: eg. via the annual shareholders’
meeting, webcasts, and roadshows

Employees: e.g. via town hall meetings, employee surveys,
webcasts, and employee representatives

The general public, e.g. via surveys, trade fairs, engagement
projects, and open-house events
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Human Relations (director of Labor Relations) and Group Sustaina-
bility and managed by the head of the Group Sustainability group
function. Some of the group sectors have their own interdepart-
mental sustainability committees, which are coordinated by the
relevant sustainability functions.

The sustainability performance indicators are consolidated in the
Continental Group’s sustainability scorecard, which is approved
annually by the Group Sustainability Steering Committee on behalf
of the Executive Board. The scorecard is based on defined quality
criteria for the indicators, is continuously developed further and
establishes the formal basis for integrating sustainability into other
corporate processes.

The topic of sustainability is also an integral part of the Continental
Group’s strategy development. Significant investments must be re-
viewed and assessed as to their contribution to sustainability as a
standard part of the approval process. For the Automotive, Tires and
ContiTech group sectors, detailed roadmaps for the implementation
of sustainability ambitions in the relevant topic areas are under de-
velopment.

Remuneration

The Executive Board and managers are measured against the

achievement of sustainability goals. Long-term remuneration com-

ponents (long-term incentive - LTI are thus linked to sustainability

aspects. The LTI plans are updated on an annual basis. For more

information, see the remuneration report on our website under
Company/Executive Board.

Cultural change

In order to support cultural change in the organization, we stepped
up internal communication with respect to sustainability in fiscal
2022, held numerous events and further integrated the topic into
key internal event formats for managers. These events include the
annual Global Sustainability Conference, which is attended by
Continental employees from all over the world.

The aim of these efforts is to bring together different perspec-
tives, discuss any conflicting points of view that arise, and to
learn from one another.

In the first quarter of 2019, we conducted a global stake-
holder survey to initiate a dialog on the key sustainability is-
sues for Continental, and to further develop our sustainability
strategy. More than 1,700 stakeholders across all groups re-
sponded to this survey.

The results of this survey, along with further analyses and new
ideas, are continuously incorporated into the process of fur-
ther developing our sustainability strategy and reporting.


https://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2022.pdf?_gl=1*y6jyko*_ga*MTI0OTgyMDU1OC4xNjY0ODgzOTM0*_ga_CXY4Q1X5YZ*MTY3OTkwNDgxNi4yNDYuMC4xNjc5OTA0ODE4LjAuMC4w
https://www.continental.com/en/sustainability/reporting-principles
https://www.continental.com/en/company/corporate-governance/executive-board/
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Steering of Sustainability in the Continental Group
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Development of Material Sustainability

Topic Areas

Source:

Our ambition

As set out in our sustainability ambition, we strive for 100% carbon
neutrality along our entire value chain (products, operations and
supply) by 2050 at the latest, together with our partners along the
value chain.

Of central importance for our ambition are the requirements and
speed of transformation of our customers, industries and markets
as well as the resulting transformation opportunities and risks.

Concept

We have set ourselves the corporate target of achieving carbon
neutrality throughout our production processes. In terms of Scope
1 and market-based Scope 2 CO; emissions in accordance with the
Greenhouse Gas (GHG) Protocol, we aim to be carbon-neutral by
2040 (2040 climate goal).

The corporate target of carbon neutrality throughout our produc-
tion processes is managed by the Group Environmental and Cli-
mate Protection group function as part of the corporate roadmap
for decarbonization. The group sectors are each responsible for the
implementation of appropriate programs and must report on this
internally on a regular basis.

Together with the group sectors, the “Decarbonization Roadmap
2040" group project team has set clear interim targets for each
group sector and defined two key steps:

100% procurement of electricity from renewable sources
(Scope 2), which has already been implemented since 2020.
100% carbon neutrality for remaining energy consumption by
2040 (Scopes 1 and 2), through

the reduction of CO2 emissions by means of energy efficiency

projects

the substitution of fossil fuels

and the neutralization of unavoidable CO; emissions.

We have set ourselves the interim target of reducing our own emis-
sions to 0.7 million metric tons of CO; by 2030. This represents a
reduction of more than 30% compared with 2021.

Scope 1 and market-based Scope 2 CO, emissions have also been
part of the LTI plans for the members of the Executive Board and
global managers since fiscal 2020. For more information, see the
remuneration report on our website under [ Company/Executive
Board.

In terms of Scope 3 CO; emissions in accordance with the GHG
Protocol, we aim to achieve carbon neutrality by 2050 at the latest

in line with our sustainability ambition. To this end, we have identi-
fied various levers throughout the value chain. These relate to the
use phase of our products, coupled with the global shift toward
emission-free mobility and industries, product design and the con-
version of materials used to renewable and recycled materials, as
well as generally a transition to circular processes.

For more information on our concepts in this respect, see the sec-
tions on emission-free mobility and industries and circular econ-
omy in the combined non-financial statement.

It will also be necessary to increase the use of green electricity
along the supply chain. The Business Partner Code of Conduct was
expanded accordingly with a view to carbon neutrality in 2021.
The implementation of carbon neutrality throughout the value
chain is managed in the individual group sectors, each of which is
responsible for taking appropriate measures. In addition, achieving
carbon neutrality throughout our value chains requires joint sus-
tainability efforts with customers, suppliers and other partners.

The Continental Group’s 2040 climate goal and ambition for 2050
were reviewed by the Science Based Targets initiative (SBTi) in
2020. On the basis of the method used, the linear derivations for
2030 were validated and confirmed as being compliant with the
Paris climate agreement. The derived absolute emission reductions
for Scope 1 and Scope 2 are set to keep us on track for the 1.5°C
pathway.

We also offer customers our Net|ZerolNow immediate action pro-
gram for climate change mitigation - an additional building block to
help them achieve their climate targets along the entire value
chain. In addition to Continental products for emission-free vehi-
cles, the program is also offered for the combustion-engine vehicle
and industrial businesses, as well as being used internally, such as
at events. Continental is working with partners on certified ecosys-
tem restoration, especially on reforestation projects, to remove CO»
from the atmosphere and ease the global CO, budget by means of
‘negative emissions.” To this end, Continental has defined its own
quality criteria, beyond the requirements for the respective register.
Under NetlZerolNow, the currently remaining “carbon backpack” of
the relevant Continental business can be fully or partially neutral-
ized by an appropriately defined amount, for example. The carbon
backpack is defined as all emissions generated by processes at
Continental (Scopes 1 and 2) and its suppliers as well as following
end of use (Scope 3), but not customer- and product-use-related
emissions (eg. the Scope 3 emissions generated during a product’s
use phase). These are calculated individually within the group sec-
tors. The amount of negative emissions used under Net|Zero|Now
is determined and documented accordingly within the group sec-
tors. Continental has purchased a quota of certified projects. Appro-
priate certificates are issued to Continental in stages and subse-
quently deleted from the register. A systematic process is then in
place at corporate level to ensure that appropriate issued and de-
leted (i.e. reserved) certificates are available for the amount used by
the group sectors in the respective fiscal year and that these are
not used more than once in the internal allocation across fiscal
years and group sectors.


https://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2022.pdf?_gl=1*y6jyko*_ga*MTI0OTgyMDU1OC4xNjY0ODgzOTM0*_ga_CXY4Q1X5YZ*MTY3OTkwNDgxNi4yNDYuMC4xNjc5OTA0ODE4LjAuMC4w
https://www.continental.com/en/company/corporate-governance/executive-board/
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Results of the concept

Own CO2 emissions amounted to 0.99 million metric tons of CO; in
fiscal 2022 (PY: 1.05 million metric tons of CO>). These are calcu-
lated as the sum of Scope 1 and market-based Scope 2 CO; emis-
sions. The decrease in direct CO2 emissions (Scope 1) in fiscal
2022 is attributable to energy efficiency measures to reduce fossil
fuel consumption as a result of the energy crisis, particularly in
Europe.

Following the switch to green electricity for reported energy con-
sumption in fiscal 2020, Continental’s total CO, emissions (Scopes
1 and 2) have been reduced by 70% compared with fiscal 2019,
as this green electricity produces no CO, emissions. Appropriate
green energy attribute certificates were purchased for the full vol-
ume of reported purchased electricity not already covered by other
instruments (such as green electricity contracts, power purchase
agreements or self-generated electricity from renewable sources).
Due to national register processes, not all deletions of energy attrib-
ute certificates were available for small residual quantities at the
time the report was prepared.

Within the Net|ZerolNow program, negative emissions were used
for the first time in 2022 and amounted to 0.03 million metric tons
of CO..

Carbon neutrality performance indicators 2022 2021
Use of negative CO, emissions (CO, removal)
in millions of metric tons of CO5' 0.03 n.a.

Carbon neutrality performance indicators’ 20222 20217
Direct CO. emissions (Scope 1) in millions of

metric tons of CO2 0.76 0.82
Indirect CO, emissions (Scope 2) in millions of

metric tons of CO2* 0.23 0.23
Total own CO; emissions (Scopes 1 and 2) in

millions of metric tons of CO: 0.99 1.05

1 Definitions in accordance with the GHG Protocol. Scope 1 includes emissions from
the burning of fossil fuels as part of Continental’s own processes, and Scope 2
includes emissions from purchased electricity, steam and heat. CO> emission factors
correspond to COz equivalents (COze).

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

3 Calculated using the market-based calculation method of the GHG Protocol. Where
contract-specific emission factors were not available, the standard emission factors
from Defra (September 2021) were used.

Total own CO, emissions 2022 (0.99 million metric tons of
CO,)in %" 23

Scope 2

emissions 233

Scope 1

76.7 emissions

1 Definitions in accordance with the GHG Protocol. Scope 1 includes emissions from
the burning of fossil fuels as part of Continental’s own processes, and Scope 2
includes emissions from purchased electricity, steam and heat. CO, emission factors
correspond to CO, equivalents (CO,e).

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

3 Calculated using the market-based calculation method of the GHG Protocol. Where
contract-specific emission factors were not available, the standard emission factors
from Defra (September 2021) were used.

1. Generated through voluntary carbon credits. These are obtained solely from
reforestation and afforestation projects and are reserved exclusively for Continental
in the Gold Standard, VVCS, American Carbon Registry and Climate Action Reserve
registries.

Continental improved its climate change mitigation rating with
global non-profit organization CDP (formerly operating as the Car-
bon Disclosure Project) from B to A-in 2022.



Continental AG » 2022 Integrated Sustainability Report Y Development of Material Sustainability Topic Areas 19

Continental uses various elements of scenario technigues to de-
velop, implement and further develop the company'’s climate strat-
egy. In fiscal 2020, we analyzed various projections, extrapolations
and retropolations as well as strategies and scenarios from custom-
ers, governments and institutions with a particular focus on further
advancing our path toward carbon neutrality.

For Continental, such analysis always focuses on the impacts on
Continental and our markets. Some of the scenarios considered as-
sume that carbon neutrality would have to be achieved before
2050, or in the case of a 1.5°C path even much earlier, while other
considerations assume that carbon neutrality will actually not be
achieved globally until after 2050. Continental is therefore expect-
ing our customers, industries and markets to proceed at differing
speeds. Accordingly, we took into account in our sustainability am-
bitions that we want to achieve complete carbon neutrality by
2050 at the latest, but possibly also before 2050.

The individual scenarios are used to enable comparison with global
objectives, to better identify potential opportunities and risks, and
to adapt to various developments at an early stage. Continental’s

climate targets were also reviewed by the Science Based Targets in-

itiative (SBTi) against specific global reduction paths and climate
scenarios. The SBTi confirmed that the targets for own emissions
(Scope 1 and 2 of the Greenhouse Gas (GHG) Protocol) correspond
to a 1.5°C path, while for Scope 3 the linear derivations for 2030
were validated on the basis of the method used and confirmed as
being compliant with the Paris Climate Agreement and a path well
below 2°C.

In 2022, Continental received an “A” rating from CDP for ac-
tions and strategies to reduce emissions in the supply chain
for the fifth time in a row.

Continental is among the eight percent of companies that
have been recognized as a “Supplier Engagement Leader”.

In 2022, Continental introduced an internal price on carbon to sup-
port and accelerate the transformation to become carbon neutral
with respect to Scopes 1 and 2 by 2040. The internal price on car-
bon is part of the Decarbonization Roadmap 2040 and is valid for
all group sectors. The shadow price was drawn up based on cur-
rent and predicted future market prices for CO, and will be re-eval-
uated on a regular basis. The aim of this mechanism is to support
the group sectors in achieving their carbon reduction targets and
to further improve our environmental performance.

More than 13,000 companies and organizations were evalu-
ated.

CDP's annual Supplier Engagement Rating is designed to eval-
uate and encourage action on corporate supply chain engage-
ment relating to climate issues.
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As part of the full reporting of all 15 Scope 3 categories, Continen-
tal has implemented in the reporting year significant improvements
in the granularity and precision of data collection for several cate-
gories. Reported CO; emissions corresponded again to CO2 equiva-
lents (COze). The mentioned model improvements led partially to
strong emission changes as explained in the single categories be-
low. In these categories, the comparability of 2022 data to prior
year data is therefore limited.

Continental has only limited access to data on actual emissions
from suppliers and sub-suppliers. It is therefore still challenging to
receive data of a high-quality reflecting type and scope of emis-
sions. In addition, Continental is working on further improvements
of the current models mainly through an increased quality of the
data basis and collection of more granular data, when available.
This will likely continue for future periods. The current limitations of
scope are explicitly explained in the respective categories below.

Based on the current scope of the single categories, calculated indi-

rect CO. emissions along the value chain (Scope 3) amounted in
fiscal 2022 to 105.95 (PY: 108.89) million metric tons of CO». The
reduction was mainly caused by a decrease in the largest Scope 3
category “Use of sold products”.

Continental has identified various key levers throughout the value
chain to further reduce the Scope 3 emissions: the global shift to-
ward emission-free mobility and industries, product design, renewa-
ble and recycled materials, as well as a transition to circular pro-
cesses. For more information on our circular economy concept, see
the section on Circular Economy page 26 in this Integrated Sus-
tainability Report.

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 alignment with the company'’s financial reporting as well as its
sustainability reporting, operational control was used as the consol-
idation approach (see also Information on Reporting, page 6).

In most cases and where not otherwise specified, the calculation is
based on the company’s own main data. Only the calculations of
the categories “Business travel” and “Investments” were carried out
using external primary data. In addition, external secondary data
such as emission factors from Defra (Full set, Version 2.0, 2022), or
Sphera (GaBi, version 10.6.2.9) were used, as well as other factors.

The calculation approaches, datasets and scope limitations applied
are explained below for each reporting category:

Category 1: Purchased goods and services

For purchased goods, 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. Within this average-data method, the missing value was ex-
trapolated 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. Within this spend-based method, a small volume of ex-
penditure classifications had been extrapolated. The increase in
emissions in 2022 was mainly due to improved methodology and
a higher volume of purchased goods and to a lesser degree, it was
also attributable to a widening of scope.

The available data in 2022 was more detailed and could hence be
associated with more detailed categories of purchased goods and
services. The model changes led overall to more precise mapping
of emission factors resulting in a more precise calculation.

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. Within this spend-based
method, a small volume of expenditure classifications had been ex-
trapolated. The reduction in comparison with fiscal 2021 occurred
due to improved methodology. The available data in 2022 was
more detailed and could hence be associated with more detailed
categories of capital goods. The related emission factors from Defra
were assigned to the respective detailed categories and have been
updated. The model changes led overall to more precise mapping
of emission factors resulting in a more precise calculation.

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

For energy consumption, the specific emission factors from Defra
were used. The country-specific grid electricity emission factors
were calculated based on the Defra calculation method. For 2022,
the calculated emissions with this average-data method were com-
parable with those for 2021.

Category 4: Upstream transportation and distribution

For this category average-data and spend-based methods were
used. The transportation performance for each mode of transport
(road, rail, sea, and air) determined through calculations on the basis
of logistics expenses, weight distance and transport equipment
were multiplied by the specific emission factors of GaBi or Defra.
With the improved methodology, it was possible to obtain higher
data granularity. The increase in 2022 was mainly due to the im-
proved methodology and a change in emission factors. This calcula-
tion did not cover the emissions from inbound logistics paid by the
suppliers due to an accounting approach that is currently missing.

Category 5: Waste generated in operations

Waste generation was multiplied by the specific emission factors
from Defra. For 2022, the calculated emissions within this average-
data method were on comparable level as 2021.
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Indirect CO, emissions along the value chain (Scope 3) in millions of metric tons of CO,' 2022 20212 Main data base
Category 1: indirect CO, emissions (Scope 3) - Purchased goods and services 15.01 12.90 Purchased weight, service expenses
Category 2: indirect CO, emissions (Scope 3) - Capital goods 0.87 1.23 Property, plant and equipment expenses
Category 3: indirect CO, emissions (Scope 3) - Fuel- and energy-related activities
(not included in Scope 1 and 2) 0.63 0.61 Energy consumption
Logistics expenses, weight distance,
Category 4: indirect CO> emissions (Scope 3) - Upstream transportation and distribution® 1.00 0.47 transport equipment
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* 0.05 0.02 CO; data of service providers
Category 7: indirect CO, emissions (Scope 3) - Employee commuting 017 0.19 Employee data, external survey
Category 8: indirect CO, emissions (Scope 3) - Upstream leased assets 0.07 0.02 Size of warehouse and office locations
Category 9: indirect CO; emissions (Scope 3) - Downstream transportation and distribution 0.45 0.30 Logistics expenses, self pickers statistics
Category 10: indirect CO, emissions (Scope 3) - Processing of sold products® 1.31 1.42 Product weight
Category 11: indirect CO, emissions (Scope 3) - Use of sold products® 81.92 87.95 Number of tires, product weight
Category 12: indirect CO; emissions (Scope 3) - End-of-life treatment of sold products’ 4.36 3.66 Product weight
Size of buildings leased and rental income
Category 13:indirect CO; emissions (Scope 3) - Downstream leased assets 0.01 0.01 for leased equipment
Category 14: indirect CO; emissions (Scope 3) - Franchises 0.04 0.01 Locations
Category 15: indirect CO, emissions (Scope 3) - Investments 0.03 0.05 Sales of equity accounted investees
Calculated indirect CO; emissions along the value chain (Scope 3) 105.95 108.89

1 Definitions in accordance with the GHG Protocol. CO> emissions correspond to CO> equivalents (COe). Optional reporting aspects (except for category 6) for Scope 3 are

currently not taken into account.

2 Figures as reported for fiscal 202 1. The model changes done in 2022 are not applied to reported figures for 202 1. This leads to a limited comparability for some categories as

described in the corresponding text of the relevant categories.

3 Excluding the inbound logistics paid by the suppliers due to an accounting approach that is currently missing.

4 Including hotel accomodations as optional data.

5 Excluding ContiTrade and two-wheel business of the Tires group sector and the industrial business of the ContiTech group sector due to an accounting approach that is
currently missing. Due to these scope limitations, this category covers 88% of Continental Group sales in 2022. Emissions do not include the effects of methane (CH4) and

nitrogen oxide (N20) due to an accounting approach that is currently missing.

6 Excluding the industrial business of the ContiTech group sector due to an accounting approach that is currently missing as well as individual business operations that are
insignificant in terms of COz in the group sectors Automotive (two-wheel business) and Tires (e.g. parts of the speciality tires business, non-tire products and sold products of
ContiTrade). Due to these scope limitations, this category covers 86% of Continental Group sales in 2022. Emissions from passenger vehicles do not include the effects of
methane (CHa4) and nitrogen oxide (N-0) due to accounting approach that is currently missing.

7 End-of-life treatment for automotive parts is considered for car shredder but not beyond. Further treatments are not transparent. Large amounts of material mass, especially

metals, are recyled.

Category 6: Business travel

CO; emissions for business trips were obtained from travel booking
service providers, including hotel accommodations as optional
data. The emission factors were taken from Defra or vehicle manu-
facturers. 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. With this average-data method, the in-
crease in 2022 was mainly due to more business travel activities.

Category 7: Employee commuting

Daily commuting time and means of transport were taken from an
external global survey. For this average-data method, the emissions
were calculated by taking the estimated commuting distance, effec-
tive working days and headcount together with Defra emission fac-
tors. The slight decrease in 2022 was mainly due to the improved
methodology. The model changes led overall to more precise as-
sumptions with the result of a more precise calculation.

Category 8: Upstream leased assets

Significant upstream leased assets are already accounted for CO>
emissions under Scope 1 and Scope 2. The rented warehouses and
offices that have not already been included in the calculation of
Scope 1 and Scope 2 emissions were identified as additional assets

to be reported. For this average-data method, the size of the leased
assets was multiplied by the country and asset specific emission
factors from PCAF (Partnership for Carbon Accounting Financials).
The increase in fiscal 2022 was mainly due to the improved meth-
odology which uses country and asset specific emission factors.
The model changes led overall to more precise mapping of emis-
sion factors with the result of an improved calculation.

Category 9: Downstream transportation and distribution

The logistics paid by the customer were extrapolated from Conti-
nental's own outbound logistics emissions from “Upstream trans-
portation and distribution” based on the share of selfpickers deter-
mined by the total sales. The increase in fiscal 2022 is related to
the effects described in category 4 “Upstream transportation and
distribution”.

Category 10: Processing of sold products

Taking the product weight sold and the average vehicle weight
based on market data, a virtual vehicle quantity was modeled in
this average-data method. This virtual vehicle quantity was multi-
plied by the Scope 1 and Scope 2 emissions per vehicle manufac-
tured by selected automotive manufacturers. In fiscal 2022, also
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commercial vehicles were introduced as virtual vehicles. The calcu-
lation relates exclusively to Continental’s vehicle business, and thus
does not currently include the industrial business of the ContiTech
group sector as well as ContiTrade, the trading organization of the
Tires group sector, and the two-wheel business of the Tires group
sector. Due to these scope limitations, the calculation covers 88%
of Continental Group sales in 2022. The reduction in fiscal 2022
was due to a decrease in product weight sold, decrease in virtual
vehicle quantity and a decrease in the Scope 1 and Scope 2 emis-
sions per vehicle manufactured.

Category 11: Use of sold products

The product weight sold for the Automotive and ContiTech group
sector, as well as the number of tires sold for the Tires group sector
were calculated using average-data methods with emission factors
as shown below and other assumptions. The EU tire label classes
were also taken into account for the Tires group sector. In fiscal
2022, the assumptions were same as in 2021, except for the com-
mercial vehicle weight:

The emission factor for passenger cars and light commercial ve-
hicles was taken from the International Council on Clean Trans-
portation (ICCT) (February 2023).

The emission factor for heavy to medium commercial vehicles
was taken 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 came from EEA (source: European Environment
Agency 2022).

The average vehicle weights for heavy to medium commercial
vehicles were calculated from Defra and market data.

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

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

The calculation therefore related exclusively to Continental’s vehicle
business in passenger cars and light commercial vehicles as well as
heavy to medium commercial vehicles. It does not currently in-
clude the industrial business of the ContiTech group sector, the
two-wheel business of the Automotive group sector and parts of

In fiscal 2022, the calculated carbon footprint of the Continental
Group, which includes the sum of calculated and reported Scope 1,
Scope 2 (market based) and Scope 3 CO- emissions in accordance

the specialty tires business, non-tire products and sold products of
ContiTrade of the Tires group sector. Due to these scope limita-
tions, the calculation covers 86% of Continental Group sales in
2022. The reduction in fiscal 2022 in “Use of sold products” was
mainly due lower emission factors and lower volume of tires sold.

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. With this average-data
method, the increase in fiscal 2022 was mainly caused by an im-
proved methodology in the ContiTech group sector. The available
data was more detailed and could hence be associated with more
detailed product clusters. The model changes led overall to more
precise use of emission factors with the result of a more precise cal-
culation.

Category 13: Downstream leased assets

This category was calculated using an average-data method. The
size of the leased assets was multiplied by the country and asset
specific emission factors from PCAF (Partnership for Carbon Ac-
counting Financials). The leased equipment items (e.g. machinery)
were multiplied by a specific emission factor from Defra. In 2022,
the methodology was improved by the use of country and asset
specific emission factors. The calculated emissions for 2022 were
on comparable level as 2021.

Category 14: Franchises

Using average-data method, the number of franchise locations was
multiplied by internally determined energy consumption and spe-
cific emission factors from Defra. In 2022, the shift in the method
to country-specific emission factors enabled a more precise calcula-
tion and led to an increase compared to prior year.

Category 15: Investments

For this category, emissions were calculated using an average-data
method. Sales of equity-accounted investees in financial reporting
were multiplied by the portion of Continental’s financial contribu-
tion with own CO> emissions (calculated based on Continental’s
Scopes 1 and 2 emissions) per euro of sales. In cases where sales
could not be calculated, CO2 emissions were extrapolated based on
the number of sales reporting companies. The decrease in fiscal
2022 was caused by an improved methodology using group sec-
tor specific emissions and the overall reduction in Continental’s cal-
culated own CO; emissions.

with the GHG Protocol, amounted to 106.94 million metric tons of
CO.. Please see the explanations on Scope 3 above for the current
scope limitations in some Scope 3 categories.



Continental AG> 2022 Integrated Sustainability Report > Development of Material Sustainability Topic Areas 23

Continental has only limited influence over most of its carbon foot-
print. We measure this part as “Calculated customer and product
use-related CO, emissions’. This includes indirect Scope 3 CO:
emissions for “Downstream transportation and distribution”, “Pro-
cessing of sold products”, “Use of sold products”, “Downstream
leased assets”, as well as “Franchises” and “Investments”. In fiscal
2022, calculated customer and product use-related CO; emissions
amounted to 83.75 (PY: 89.75) million metric tons of CO.. For more
information including the changes, see the explanation per cate-
gory starting page 20.

The calculated gross carbon backpack of Continental’s businesses
measures the CO; emissions that can be directly or indirectly influ-
enced by Continental that arise up until the goods are handed over,
and for the product's end of life. It therefore includes all of Conti-
nental’s own CO emissions (Scopes 1 and 2) as well as indirect
Scope 3 CO; emissions for the reporting categories “Purchased

goods and services”, “Capital goods”, “Fuel- and energy-related ac-
tivities (not included in Scopes 1 and 2)", “Upstream transportation
and distribution”, “Waste generated in operations’, “Business travel”,
“Employee commuting”, “Upstream leased assets” and “End-of-life
treatment of sold products”. The calculated gross carbon backpack
of Continental’s businesses comprised 23.19 (PY: 20.19) million
metric tons of CO.. For more information including the changes,
see explanation per category starting page 20.

In fiscal 2022, 0.03 million metric tons of (PY: n.a.) negative

CO; emissions were reported as use of negative CO, emissions
(CO2 removal). For more information on the carbon removal pro-
gram, see page 17.

The net carbon backpack, which we define as the gross carbon
backpack minus the use of negative CO. emissions (CO removal)
amounted to 23.17 (PY:20.19) million metric tons of CO>

Carbon Footprint in millions of metric tons of CO;' 2022 2021
Total own CO> emissions (Scope 1 and 2) 0.99 1.05
Calculated indirect CO, emissions along the value chain (Scope 3) 105.95 108.89
Calculated carbon footprint (sum of Scopes 1, 2 and 3) 106.94 109.94
Calculated customer and product use-related CO, emissions? 83.75 89.75
Calculated gross CO.-backpack of Continental businesses? 23.19 20.19
Use of negative CO, emissions (CO, removal)* 0.03 n.a.
Calculated net CO.-backpack of Continental businesses® 23.17 20.19

1 Definitions in accordance with the GHG Protocol. CO emission factors correspond to CO. equivalents (COze).
2 Definition: The customer and product use-related CO. emissions measure the COz emissions over which Continental has no influence or only limited influence and include
indirect Scope 3 CO2 emissions for the reporting categories “Downstream transportation and distribution”, “Processing of sold products”, “Use of sold products’, “Downstream

leased assets’, “Franchises” and “Investments”.

3 Definition: The total gross carbon backpack of Continental’s businesses measures the CO, emissions that can be directly or indirectly influenced by Continental and which arise
up until the goods are handed over, and for the product’s end of life. It therefore includes all own CO emissions (Scopes 1 and 2) as well as the calculated indirect Scope 3 CO>
emissions for the reporting categories "Purchased goods and services’, “Capital goods”, “Fuel- and energy-related activities (not included in Scope 1 or 2)", “Upstream
transportation and distribution’, “Business travel’, "Employee commuting’, “Upstream leased assets” and “End-of-life treatment of sold products”.

4 Only those negative CO> emissions due to carbon removal that are purchased and used in the corresponding fiscal year as part of the Net|ZerolNow global customer program.

5 Definition: The total net carbon backpack of Continental’s businesses includes the gross carbon backpack as well as the total negative carbon emissions due to removal of CO>
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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 (NOx), for ex-
ample. It does not include harmless emissions such as steam, non-
toxic, biodegradable particle emissions or minimal noise emissions.

Of central importance for our ambition are the requirements and
speed of transformation of our customers, industries and markets
as well as the resulting transformation opportunities and risks.

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. Components, software and products from Conti-
nental can be found in a wide range of electric vehicles, for exam-
ple - from tires to high-performance computers and interior sur-
faces. For current examples of innovative products and systems
from Continental, see the Research and Development section of
this annual report.

The respective group sectors and business areas are responsible
for implementing this sustainability ambition, particularly with re-
gard to portfolio development, product strategies and business
models, and are supported by the group functions of the Continen-
tal Group. To this end, relevant aspects have been and will continue
to be incorporated in portfolio analyses, and are included in the
strategy and business development processes for the group sec-
tors 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. 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 include sales of
hoses for wind turbines or photovoltaic systems.

Results of the concept

In fiscal 2022, the allocated business with emission-free mobility
and industries amounted to a total of €2,805 million (PY: €991 mil-
lion).

This increase in fiscal 2022 was partly due to increase in allocated
business with zero-tailpipe-emission vehicles from €986 million to
€1,657 million. The year-on-year growth is attributable in particular
to the growing market success of electric mobility, since Continen-
tal's products can now be found in many mass-produced models.

In addition, for allocated low-carbon business beyond business with
zero-tailpipe-emission vehicles, the replacement business with
highly efficient tires with low rolling resistance for the existing fleet
of vehicles already on the market was included for the first time. As
a result, the volume for this business multiplied.

Emission-free mobility and industries

performance indicators 2022 2021
Allocated business with zero-tailpipe-emission

vehicles in millions of euros’-2 1,657 986
Allocated low-carbon business beyond business

with zero-tailpipe-emission vehicles in millions of

euros® 1.148 6
Allocated business with emission-free mobility

and industries in millions of euros 2,805 991

1 Definition: allocated business with zero-tailpipe-emission vehicles comprises all
business with products for vehicles transporting goods and people that qualify as
Taxonomy-eligible low-carbon technologies for transport under the delegated
regulation (2021/2800) for climate change mitigation and adaptation,
supplementing 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 group sectors, 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
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,
supplementing the Taxonomy Regulation (2020/852), excluding low-carbon
technologies for transport except the replacement business with highly efficient tires
with low rolling resistance (label classes A and B) for the existing fleet of vehicles
already on the market, which is included for the first time for 2022.
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Allocated Business with Zero-Tailpipe-Emission-Vehicles

The transformation of mobility, combined with the end of clas-
sic combustion engine drives, is a megatrend, in which Conti-
nental is already participating. In fiscal 2022, our allocated busi-
ness with zero-tailpipe-emission vehicles amounted close to
€1.7 billion. Sales increased significantly compared to the previ-
ous year. We expect further growth in the future.

Product Examples:

The table below provides an exemplary overview of which
Continental products are currently part of this growth market
and are covered in the above-mentioned sales for allocated
business with zero-tailpipe-emission vehicles.

Acceleration Sensors for Crash Detection

Inertial Measurement Unit

Air Conditioning Lines

Innovative Surfaces for Instrument and Door Panels

Airbag Control Unit

Innovative Surfaces for Seat Covers

Battery Impact Detection System

Integrated Brake System

BEV Battery Cooling Lines

Intelligent Battery Sensor

BEV Engine Mounts

Intelligent Glass Control

Bicycle Tires

Interior Displays

Bicycle Tubes

Key Authentication Passive Entry Passive Start

Bluetooth and UWB Transceiver

Long-Range Radar for Intelligent Driving Functions

Brake Hoses

Operating System Software

Broadcast Window Antennas

Pedestrian Protection System

Chassis Control Unit

Power Liftgate Module

Chassis Position Sensor

Pressure Sensors for Side Crash Detection

ContiMobilityKit

Primary and Secondary Suspension Systems for Railway Applications

Control Unit for Passenger Seat

Radar

Door Control Units

Radio Frequency Transceiver

Driver Monitoring Camera

Sensor Actuators Module

Electric Vehicle Engine Mounts

Smartphone Terminal/NFC Reader

FDC Silverbox

Spring Seats

Full Digital Cluster

Strut Mounts

Green Calipers and Drum Brakes

Summer and Winter Tires

Head-Up Display

Telematic Control Unit

High Performance Computer

UWB Transceivers

High Voltage Current Sensing Module

Wheel Speed Sensors
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Circular Economy

Management Approach

Source:

Our ambition

As set out in our sustainability ambition, we strive for 100% closed
resource and product cycles by 2050 at the latest, together with
our partners along the value chain.

Of central importance for our ambition are the requirements and
speed of transformation of our customers, industries and markets
as well as the resulting transformation opportunities and risks.

Concept

The switch to a circular economy is a profound and complex trans-
formation process for Continental, which at the same time is highly
relevant for the achievement of other topic areas of the company’s
sustainability ambition. The group sectors are responsible for im-
plementing circularity, in particular with respect to product design,
business models, material use and material procurement. They
have each started to design and/or implement specific initiatives
and projects that are aimed at improving the use of product-related,
technological and biological cycles. In addition, work is continuously
being done on the durability, recyclability and adaptability of prod-
ucts. To cite some examples:

» The Automotive group sector offers its customers the remanufac-
turing of components such as high-quality displays for selected
products.

» The Tires group sector has concluded a development agreement
with Pyrum Innovations, a specialist in scrap tire pyrolysis.

» The ContiTech group sector has launched skai VyP Coffee, an up-
holstery fabric made partly from recycled and processed coffee
grounds.

— In the Spotlight
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For more information, see the respective press release on our
website under [4 Press.

With regard to operational waste management, as a further key
component of the circular economy, we have set ourselves the cor-
porate target of increasing the waste for recovery quota to 95% by
2030. Waste for recovery includes material recycling, thermal re-
covery or any other form of recycling or reuse. This objective gives
priority to recycling over disposal. The implementation of the cor-
porate target is managed by Group Environmental and Climate Pro-
tection as part of operational environmental management.

For more information on the organization of operational environ-
mental management, see the section on green and safe factories in
this combined non-financial statement. The waste for recovery
quota has also been part of the LTI plans for the members of the
Executive Board and global managers since fiscal 2020. For more
information, see the remuneration report on our website “ under
Company/Corporate Governance/Executive Board.

Results of the concept

The waste for recovery quota was at 85% in fiscal 2022 (PY: 81%).
This was mainly due to the successful implementation of local pro-
jects as well as to market conditions, which allowed for increased
waste recovery.

Circular economy performance indicator 20222 20212

Waste for recovery quota in %’ 85 81

1 Definition: proportion of waste that has been sent for material recycling, thermal
recovery or any other form of recycling or reuse.

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

In a Circular Economy, there is no Waste, only Material in the Wrong Place
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Automotive

Bio-sourced Plastic Key Fob

Millions of key fobs have been produced since 2017. Recently,
the Automotive business area “Architecture and Networking”
started focusing in particular on more sustainable development
for their products and, together with a customer, took on the
challenge of developing a new brand variant part made of up
of 1700% bio-sourced material.

The material that has been chosen is based on castor oil (PA11)
and is thus fully bio-sourced and recyclable. After some suc-
cessful pre-tests on an equivalent part, the development has
started in the end of 2022 with SOP planned for 2024.

Thanks to the shared sustainability vision of Continental’s Auto-
motive group sector and the OEM, the path has been paved for
further discussions with customers on alternative materials to
be used on a larger product scope in future.

Tires

Conti Urban Concept Tire Designed for Sustainable Public
Transport

Continental's sustainable concept tire Conti Urban, which is
designed for electrified city buses and delivery vehicles in ur-
ban environments, has celebrated its world premiere at the
IAA Transportation 2022. This concept tire, which is already
approved for road use, contains around 50 percent renewable
and recycled feedstock. All the materials used could poten-
tially be deployed in series production in the near future.

The tread of the Conti Urban - the part of the tire that is in
contact with the road - contains 68 percent renewable materi-
als, including rapeseed oil, silica obtained from the ash of rice
husks and responsibly sourced natural rubber originating from
a joint development project by Continental and the German
development aid agency ‘Deutsche Gesellschaft fur internatio-
nale Zusammenarbeit’ (GI2). Cutting-edge digital technology,
local involvement in the cultivation of rubber and close collab-
oration with strong partners create transparency here and en-
sure a high level of traceability along the entire value chain for
natural rubber. All natural rubber used in the tread originates
from this project. In addition to recovered carbon black and re-
cycled steel, Continental has also used Reclaim material to
build the tire. This recycled rubber originates primarily from

Continental’s innovative retreading and recycling plant for
truck tires in Hanover, Germany.

Like the majority of Continental's commercial vehicle tires, the
Conti Urban can also be retreaded, a process that breathes
new life into worn but intact tire casing by replacing the old
tread with a new one. The continued use of the casing, which
contains an especially high share of all the materials used in a
tire, pays off: Continental’s sustainable concept tire Conti Urban
increases its sustainability even more when its service life is
extended. Once the tire is retreaded, so when the casing re-
ceives a brand-new tread, the share of renewable and recycled
feedstock rises to more than 90 percent. By 2050, Continental
wants to use 100 percent sustainably produced materials in
all its tire products.

ContiTech

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-
efficient way. One example is the 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 TPO film becomes a product with significantly
improved CO; balance. This has already resulted in compo-
nents with a film solution containing 30% recyclate from recy-
cled film material. In combination with chemical recycling, 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 becomes even more attractive for monomaterial con-
cepts in the development of interior components due to its
significantly improved CO, 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
as well as the resulting transformation opportunities and risks.

Concept

In the reporting year, a comprehensive management system for
ensuring due diligence within a responsible value chain was devel-
oped and launched. The global implementation of the system in
stages is designed to achieve continuous improvement and to re-
spect both human and environmental rights along the value chain.
This covers both Continental’'s own operations and in particular
those of direct suppliers. For this purpose, responsibilities, rules and
processes are clearly defined, including control mechanisms. The
management system is guided by specific commitments in the areas
of labor standards, occupational health and safety, the environment,
safety practices and land rights. The aim of the system is to ensure
the corresponding laws are observed and recognized, in particular
the requirements under the German Supply Chain Due Diligence

Act (Lieferkettensorgfaltspflichtengesetz). It is also aimed at system-

atically applying due diligence procedures, reducing risks, support-

ing the implementation of customer requirements and supplement-

ing the existing internal control system.

Within the system, our Business Partner Code of Conduct defines
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-cor-

ruption. The Code of Conduct is updated regularly to reflect
changes or adjustments to legislation. For suppliers of natural rub-
ber, our sourcing policy for sustainable natural rubber additionally

applies. Violations of our rules can be reported via the Integrity Hot-

line, which is available around the clock and worldwide.

When Continental is notified about violations of our Business Part-
ner Code of Conduct, these will be checked, and, if necessary, fur-
ther appropriate measures will be initiated necessary. Where busi-
ness partners are proven to have violated our Business Partner
Code of Conduct, Continental requests and monitors remedial
measures and reserves the right to terminate the business relation-
ship as a last resort.

Sustainability aspects are also taken into consideration at various
other points in supplier management. For example, selected suppli-
ers are evaluated based on various criteria using self-assessment
questionnaires, which we collect via the generally accepted sustain-
ability platforms for our industries, such as EcoVadis and NQC.
These questionnaires are reviewed annually at the corporate level.
Furthermore, selective local audits or other audit activities - such
as in relation to the existence of management systems - are also
carried out.

We also continue to develop our approach for the responsible
value chain in dialog with external stakeholders and support the
development of industry-wide standards, for example through our
participation in industry dialog with the German government on
human rights in the automotive industry. Here, we have worked in
particular to cultivate a shared understanding of industry risks and
due diligence requirements. We are also involved in initiatives and
associations such as econsense, the Responsible Business Alliance
(RBA) and 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, product group and country, for example. A corporate pur-
chasing network regularly deals with responsible sourcing topics as
well. The Group Quality group function coordinates the manage-
ment of conflict minerals, including the corresponding reporting
processes.

Results of the concept

To further increase transparency and sustainability in Continental’s
natural rubber supply chain, the joint venture “Rubberway,” which
was founded in 2019, was rolled out further for the digital risk analy-
sis of the upstream supply chain. The joint project with the Deutsche
Gesellschaft fur Internationale Zusammenarbeit (GIZ) in the Indone-
sian province of West Kalimantan, which has been in place since
2018, was also further expanded. The aim of the project is to
jointly drive forward the implementation of a digital system for the
traceability of natural rubber from the project region. By optimizing
the supply chain and offering training in the sustainable cultivation
of natural rubber, smallholders are supported in boosting the quan-
tity, guality and yield of their produce and in this way improving
their income. In addition, a cultivation strategy designed around
sustainability prevents clearing and deforestation, thereby conserv-
ing valuable resources. As part of a development project with Secu-
rity Matters (SMX), Continental is working on testing a tamper-proof
means of verification of the geographical origin of natural rubber
using marker technologies. In fiscal 2022, field testing was success-
fully completed, and the marker substance could be verified beyond
doubt throughout the entire tire production process.
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As at December 31, 2022, 1,009 valid supplier self-assessment
questionnaires were available via the two sustainability platforms
EcoVadis and NQC (PY: 631). This corresponds to a completion rate
of 63% of suppliers selected for this process (PY: 53%). The in-
crease in the number of available valid supplier self-assessment
guestionnaires and the higher completion rate are due to the
onboarding of ContiTech suppliers in EcoVadis and the follow-up
activities with suppliers to update and renew their self-assessment
questionnaires.

Continental pursues an integrated management approach to ful-
filling its duty of care with respect to human and environmental
rights. Continental is committed to respecting 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). The management system en-
sures that human and environmental rights along the value chain
are respected. It is based on Continental's commitments relating to
the responsible value chain:

Labor standards

No child labor: Continental firmly rejects any form of child labor
and specifically respects the standards of the International Labor
Organization. Continental does not employ people under the age of
15 or under the age at which compulsory schooling ends or under
the applicable country's minimum age for employment, whichever
is greatest. Furthermore, young workers under the age of 18 need
to be treated with special diligence and should not perform work
that is likely to jeopardize their health, safety, and/or development.

Fair payment: At Continental, compensation paid to workers shall
comply with all applicable wage laws and regulations, including
those relating to minimum wages, living wages, overtime hours,
and legally mandated benefits. In compliance with local laws and
regulations, workers shall be compensated for overtime in a rea-
sonable way. Deductions from wages as a disciplinary measure
shall not be permitted. For each pay period, workers shall be pro-
vided with a timely and understandable wage statement that in-
cludes sufficient information to verify accurate compensation for
work performed.

Equal treatment: Continental commits to creating a working envi-
ronment free from any form of discrimination based on gender,
age, race, skin color, health status, disability, social or ethnic origin,
nationality, sexual orientation, political opinion, religion or belief, or
any other characteristics protected by applicable laws and regula-
tions. Furthermore, workers shall be provided with reasonable ac-
commodation for religious practices, where relevant. In particular,
equal work shall be compensated with equal pay.

Responsible value chain performance indicator 2022 2021
Number of available valid supplier self-
assessment questionnaires (as at December 31)" 1,009 631

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

We present further performance indicators for the implementation

of a responsible value chain with regard to our own locations in the
sections on good working conditions as well as green and safe fac-
tories in the combined non-financial statement.

No forced labor & modern slavery: Continental firmly rejects any
form of forced labor, modern slavery, debt bondage, trafficking, or
any other form of labor not conducted voluntarily or non-compliant
with the International Labor Organization's standards. This includes
any form of oppression in the vicinity of the workplace, be it eco-
nomically or of any other kind. Workers must be provided with doc-
umented employment terms or an offer of employment in a lan-
guage the person should be able to understand. Migrant workers
need to be treated with special diligence and shall receive the rele-
vant work-related information prior to their departure from their
country of origin and must always have access and full control
over their identity or immigration documents.

Freedom of association: Continental respects the freedom of
association of all workers who have a right to the freedom of asso-
ciation and representation of their interests through elected repre-
sentatives. They are free to form or join trade unions in conform-
ance with the applicable laws and regulations. They must not be
discriminated due to their relationship with trade unions or elected
representatives. In conformance with the applicable laws and regu-
lations, elected representatives and trade unions are free to oper-
ate. This includes collective bargaining and strikes for the regula-
tion of working conditions.

Working conditions (incl. working time): At Continental work
organization especially regarding working time must comply at
least with the applicable laws and regulations. Continental commits
to preventing physical and mental fatigue through avoidance of
excessive working hours. Therefore, except in emergency or unu-
sual situations, an average workweek typically should not be more
than 60 hours per week (including overtime) and workers shall be
allowed at least one day off every seven days. Scheduling of over-
time must be done at least in accordance with applicable laws and
regulations.

Health & safety

Health & safety: Occupational safety and health are integral parts
of Continental’s responsibility to respect the physical and mental in-
tegrity of workers. Based on a systematic and preventive manage-
ment approach, we conseqguently prevent work-related injury and ill
health, and provide safe and healthy workplaces. This includes the
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creation of appropriate working conditions, prevention of excessive
physical and mental fatigue, responsible handling of hazardous
materials and further effective preventive measures such as train-
ings and instruction of workers. We comply with applicable laws
and obligations regarding safety & health.

Mercury: Continental commits to responsibly handle mercury. This
includes handling of mercury, mercury compounds, mercury-added
products and mercury waste according to the Minamata Conven-
tion on Mercury and its amendments.

Persistent organic pollutants: Continental commits to responsi-
bly handle persistent organic pollutants, following the Stockholm
Convention on Persistent Organic Pollutants (POPs) and its amend-
ments.

Security practices

Responsible security practices: Continental is committed to re-
specting human rights and to ensure sufficient instructions and es-
tablish appropriate control mechanisms when contracting or using
own, private or public security forces. This especially includes the
prohibition of contracting or using private or public security forces
for the protection of an enterprise’s project when it is likely that -
due to a lack of instructions or control - these security forces will
disregard human rights, use torture and/or cruel, inhumane or de-
grading treatment, violate the right of physical integrity, or impair
the freedom of association.

Environment

Environmental impacts: Continental strives to prevent harmful
environmental impacts such as emissions to soil, air, water, as well
as waste and noise generation and excessive water consumption,
especially in order to not impact people's health and physical
needs. We comply with applicable laws and regulations regarding
environmental protection.

Waste handling: Continental applies the waste hierarchy (prevent,
reuse, recycle, recover) for waste whenever possible. Continental
operates a waste management system to responsibly handle haz-
ardous and non-hazardous waste. With our business partners we
ensure that transboundary movements of hazardous wastes and
their disposal are controlled according to the Basel Convention on
the Control of Transboundary Movements of Hazardous Wastes
and their disposal. We comply with applicable laws and regulations
regarding waste handling.

Land rights

Land rights: Continental respects legitimate land rights during the
entire real estate life cycle, in the acquisition, development, opera-
tion, or other use of land, forests, and waters, especially wherever
these secure the livelihood of people. Thereby any unlawful eviction,
taking, and usage of land, forests, and waters must be prevented.

Supply chain

Supply chain: Continental collaborates with its business partners
to foster respecting adequate standards throughout the value
chain. Continental expects its suppliers to respect human and envi-
ronmental rights as referenced in the RVC Commitments and appli-
cable laws. Furthermore, Continental’s suppliers are required to im-
plement adequate due diligence processes. These are dedicated to
identify, prevent, and mitigate risks of negative impacts on human
and environmental rights in their operations and supply chains, in-
cluding appropriate grievance mechanisms and reporting. Conti-
nental is committed to support its business partners and especially
its suppliers, e.g. through but not limited to adequate monitoring
systems, corrective action plans, and trainings.

For more information on our concepts in this respect, see also in
this Integrated Sustainability Report the following sections on:

Green and Safe Factories starting page 36 (including the strate-
gies on Occupational Safety and Health and Operational Environ-
mental Protection page 37).

Good Working Conditions starting page 60 (including Labor Rela-
tions page 77).

Code of Conduct and Training page 90.

Complaint mechanism

In the context of detection, Continental has set up an Integrity Hot-
line to give employees and third parties outside the Continental
Group the opportunity to report violations of legal regulations, its
fundamental values and ethical standards. Information on any kind
of potential violations can be reported anonymously via this hot-
line. The hotline is available worldwide in many different languages.
The company'’s investigating units rigorously pursue any and all
substantiated leads. For further information on our concept in this
respect, see our Report on Risks and Opportunity page 106 in this
Integrated Sustainability Report.

Further information

For more information on our approach to human rights manage-

ment, see Continental Modern Slavery Statement on our website
under Sustainability/Reporting & Principles.


https://www.continental.com/en/sustainability/reporting-principles/
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In the past fiscal year, Continental further developed its
management approach for the strategic dimension of
responsibly sourced natural rubber. All activities here are in
compliance with the human rights and due diligence guide-
lines of the Organisation for Economic Cooperation and
Development (OECD).

As a founding member of the Global Platform for Sustainable
Natural Rubber (GPSNR), Continental works with other part-
ners to further increase traceability in the value chain for
natural rubber. Within the GPSNR, NGOs and stakeholders that
collectively account for more than 50 percent of global demand
for natural rubber and represent all stages of the value chain are
working to build a fair and equitable value chain. In 2022, Conti-
nental was elected to the Executive Committee (EC) by the
GPSNR plenary meeting. In addition, Continental is actively
involved in working groups on the platform and shares
relevant project experiences.

Continental's ambition is to source all natural rubber for its tire
production from responsible sources from 2030 onwards. In
order to achieve this, Continental is in particular pressing
ahead with increasing the transparency of its supply chains.
Innovative technology, digitalization, education projects, and
systematic risk mapping are the main tools that Continental
uses to make its supply chains more sustainable.

In its Sustainable Natural Rubber Sourcing Policy, which is
fully in line with the due diligence framework of the GPSNR
assurance model, Continental sets out clear responsibilities and
obligations for itself and all its suppliers and service providers
along the entire value chain for natural rubber. Its sustainable
sourcing policy is intended to minimize risks in connection with
the environment, human rights, and society. Continental is com-
mitted to begin on GPSNR reporting requirements for 2023.

We expect our suppliers, service providers and partners to
promote the implementation of the requirements specified in
our Sustainable Natural Rubber Sourcing Policy and our Code
of Conduct in their respective supply chains as well.
Continental has reached 100 percent of direct suppliers of
Central Purchasing with its Sustainable Natural Rubber (SNR)

policy and documented their acknowledgement, one year
ahead of the initial plan of end of 2023.

Continental uses digital systems to ensure compliance with
the defined principles of its relevant purchasing policies. For all
direct and centrally managed suppliers (Tier 1), Continental as-
sesses human rights-related, environmental and ethical risks
impacts in its suppliers’ business and procurement processes,
in particular using verified self-information with the help of
third-party partners (for example: EcoVadis). In fiscal 2022,
Continental successfully reached 100 percent coverage by
volume of all direct natural rubber suppliers of Central Pur-
chasing. In addition, it achieved 95 percent coverage by vol-
ume of all direct natural rubber suppliers that are certified by
ISO 14001 environmental management systems.

To increase transparency and sustainability along its supply
chains, Continental is actively working with competitors and
stakeholders in various collaborative industry approaches. For
example, as a driver of innovation in the natural rubber sector,
Continental, together with some partners (Michelin, SMAG),
already announced the establishment of the joint venture
“Rubberway” for digital system of the upstream supply chain
(Tier 1 - Tier X) back in 2019. In fiscal 2022, Continental has
reached 37 percent coverage by volume of all direct natural
rubber suppliers of central purchasing and is on track to reach
100 percent responsibly sourced volume by 2030.

The Continental GIZ Cooperation in Indonesia.

As part of a development partnership with the Deutsche
Gesellschaft fur Internationale Zusammenarbeit (GI2), Conti-
nental is getting involved right at the start of the supply
chain in Indonesia, the world’s second-largest producer of
natural rubber. Production here is mainly carried out by inde-
pendent smallholders. The farmers mostly live scattered
around remote areas, making it difficult to reach them with
offers for advice and training. In a joint development partner-
ship, Continental and GIZ are training smallholders locally in sus-
tainable cultivation practices. This helps the farmers to cultivate
higher-quality natural rubber, which in turn helps secure the
livelihoods of many smallholdings while also preventing
deforestation. The number of farmers involved is to be in-
creased from 450 to 4,000 by 2024.
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Continental is driving forward the future of
mobility, making it safer, cleaner and more
convenient.

For more than 150 years Continental has been revolutionizing
the way we move. Today, the industry is being shaped by forward-
looking technologies such as automated and autonomous driving,
smart infotainment and holistic connectivity, but also fundamental
trends such as digitalization, sustainability and cost saving, which
are just as much a part of the future of mobility as efficient safety
technologies and driving comfort.

Autonomous and intelligent solutions connected to the cloud
Continental has expanded its portfolio for assisted and partially
automated driving with the system-on-chip family from Ambarella,
which enables faster processing of increased sensor data in the
vehicle and paves the way for autonomous mobility. This helps en-
sure higher levels of environmental perception and therefore safer
mobility. By reducing energy consumption and battery weight, the
chip set can also increase the range of electric vehicles. It comple-
ments Continental’s solutions for assisted driving and further pro-
motes vehicle automation.

Milestone in the development of future brake systems
Continental has introduced a new technology with its first customer,
changing from a wet to a semi-dry brake system. The Future Brake
System, which includes several new components, uses “dry” elec-
tromechanical brakes on the rear axle that do not require brake
fluid. The brakes on the front axle continue to operate hydraulically.
The new technology also includes the MK C2, a second-generation
brake-by-wire system. The start of production at a North American
car manufacturer is planned for 2025.

Program to increase R&D efficiency in the Automotive

group sector

Continental launched the Automotive R&D Excellence Program in
2022, a strategic initiative to improve the competitiveness of prod-
uct development within the Automotive group sector and ensure
business success. Its goal is to create an organization that is able

to adapt quickly to market needs, utilize state-of-the-art processes,
methodologies and tools, identify effective business priorities and
implement structured business solutions. Due to its holistic approach,
the program consists of over 100 representatives and experts from
all Automotive business areas, divided into nine work packages and
three work streams.

Continental tires with polyester made from recycled PET
bottles available throughout Europe since the summer
Continental tires containing polyester from recycled PET bottles have
been available in Europe since June 2022. ContiReTex technology
can completely replace the polyester conventionally used in tire
casings. It was first unveiled by Continental less than one year ear-
lier in September 2021 and is the first technology of its kind to be
used in tire production. Three tire lines featuring polyester from re-
cycled PET bottles are currently on offer, each available in five sizes:
the PremiumContact 6, the EcoContact 6 and the AllSeasonContact.

The specially developed technology uses polyester yarn obtained
from used PET bottles that would not otherwise be recycled, with-
out requiring any intermediate chemical steps. The bottles used
come exclusively from regions without a closed recycling loop.
Around 40 recycled PET bottles are used for each set of standard-
size passenger car tires. This sustainable technology is much more
efficient than other known methods for processing PET bottles into
high-performance polyester yarns. By using recycled polyester yarn,
Continental is taking a further step toward circular economies across
product lines. Tires manufactured with ContiReTex technology have
a “Contains Recycled Material” logo on the sidewall.

2022 2021

Research and development expenses (net) € millions % of sales € millions % of sales
Automotive 2,387.7 13.0 21366 139
Tires 3198 23 2938 25
ContiTech 163.8 25 156.5 26
Contract Manufacturing 0.1 0.0 -0.1 0.0
Continental Group 2,871.4 7.3 2,586.8 7.7
Capitalization of research and development expenses 24.4 31.5

in % of research and development expenses 08 1.2
Depreciation on research and development expenses 46.4 44.0



https://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2022.pdf?_gl=1*y6jyko*_ga*MTI0OTgyMDU1OC4xNjY0ODgzOTM0*_ga_CXY4Q1X5YZ*MTY3OTkwNDgxNi4yNDYuMC4xNjc5OTA0ODE4LjAuMC4w
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ContiConnect 2.0: digital tire management of the future
Continental has launched a comprehensive enhancement of its
ContiConnect system that combines intelligent tire management
with digital, service-based tire solutions. With ContiConnect 2.0,
tires for passenger cars, trucks, buses and off-road vehicles can be
serviced exactly when needed. In addition to the previous functions
such as continuous tire pressure monitoring, the newly developed
version also allows fleet customers to digitally track the remaining
mileage, tread depth and condition of all tires in their fleets. The
coordination of vehicle and tire services generates cost efficiency,
lowers emissions and strengthens sustainability. In the off-road
vehicle sector, ContiConnect is already used frequently by fleet
customers in construction, intralogistics and at ports.

Three new tire solutions for sustainable passenger and goods
transport over short and long distances

At the IAA Transportation 2022 in Hanover, Continental presented
a range of innovative tire solutions aimed at improving the sustain-
ability of passenger and goods transport over short and long dis-
tances. The Conti Urban, for example, is a concept tire specially
designed for electric buses and delivery vehicles of the future.
The prototype, which has already been approved for road use and
could soon go into a trial phase with customers, consists of nearly
50 percent renewable and recycled materials. After a single re-
treading, this figure rises to more than 90 percent. Furthermore,
the concept tire’s noise level has been specially optimized. Conti-
nental believes that greater sustainability is essential for urban
buses and delivery vehicles. In particular, as the demand for inner-
city passenger and freight transport is constantly growing, more
and more electrified city buses are being registered too.

CONTI LoadSense: powerful load monitoring system for
conveyor belts

With CONTI LoadSense, a newly developed monitoring system,
Continental is expanding its portfolio for predictive maintenance
and status monitoring for conveyor systems. Customers can track
all aspects of their installations’ carrying capacity thanks to the
system’s reliable data. The Continental system uses radar and ultra-
sonic sensors to monitor the material flow on the conveyor belt
around the clock. It scans the material and the belt from different
angles to determine the position of the load and belt. The data is
then correlated to calculate the volume flow and determine poten-
tial material losses. Because standardized limits (CEMA, DIN and
ISO standards) are automatically incorporated into the system soft-
ware, the customer can rely on the safe and efficient operation of
the conveyor system and digitally track process performance in
real time. System alarms automatically report when critical process
conditions are detected. CONTI LoadSense can be retrofitted to
conveyor systems and is suitable for all conveyor belts.

R&D expenses (net) € millions R&D ratio %
0
7.7% 13.9% i 2.5% 2.6% 2.5%
T 73% T — — 2
2,871
2,587 2.388
2,137
294 320 157 164
|| || - . mm
2021 2022 2021 2022 2021 2022 2021 2022
Continental Group I Automotive B Tires I ContiTech
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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 the 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 imple-

mentation 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 particular:

Preventive control measures include the. 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 collecting and testing data,
processing incidents, measuring external hazard potential, as well
as site inspections, service testing, and penetration tests.
Reactive control measures include handling incidents, protective
system changes, and emergency response management.

Organization and responsibilities

The group function Cybersecurity headed up by the Continental-
Group's cybersecurity officer is responsible for strategic, corporate-
wide cybersecurity management, and is supplemented by corre-
sponding cybersecurity functions in the group sectors or business
areas. Operational implementation of the security rules is the respon-
sibility of group sector management and location management.

Certifications

As at December 31, 2022, a total of 64 locations in the Automotive
and Tires group sectors. were certified to the standards of the
Trusted Information Security Assessment Exchange (TISAX) (PY: 38
locations in the Automotive group sector). The aim is to certify all
relevant locations of the Automotive group sector by the end of
2023. The next step for the Tires group sector will be to certify
seven OEM-related tire plants by mid-2024 and the remaining rele-
vant locations by the end of 2025. The group sector ContiTech will
certify its first locations by the end of 2023.

Cyberattack in August 2022

A cyberattack on Continental’s IT system was discovered in August
2022. For more information, see the section on Risks Related to
Continental's Business Operations page 111 in the Report on Risks
and Opportunities in this Integrated Sustainability Report.
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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, and not just in the
automotive industry. Areas of application within the Continental

Group include software architecture in motor vehicles, mobile robots,

autonomous mobility, automated driving, the smart factory, and In-
dustry 4.0. Internal processes are also increasingly based on artificial
intelligence.

Yet, the global industrial and technical opportunities that Al presents
are the subject of contentious social and economic debate. Ensuring
the trust of our various stakeholders by using artificial intelligence in
a responsible manner 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 comply, not only
with legal standards, but also with ethical standards.

In fiscal 2020, Continental developed ethics guidelines for the use
of such self-learning systems. These ethics guidelines correspond to

Continuing the drive towards predictive maintenance
ContiConnect 2.0 is a new version of Continental’s proven digi-
tal tire management system developed from scratch. It builds
on existing functions such as continuous tire pressure moni-
toring to also enable fleet customers to digitally track the re-
maining mileage, tread depth, and condition of all the tires in
their fleets. Added to which, the user experience has been sig-
nificantly improved - thanks to the release of a new app, which
covers all the work taking place on the vehicle and presents
the fleet manager with the information relevant to them in an
even more precisely targeted form.

Big data for precise tire forecasts

All of the available data on the tire and vehicle is continuously
analyzed in the cloud. Big data therefore makes it possible to
issue precise tire condition forecasts. Vehicle and tire services
can be coordinated and aligned with one another to optimum
effect, which creates synergies and seamless links to work-
shops and dealers. The result is increased fleet efficiency,
lower overall costs and reassurance for fleet managers that

international regulations such as the EU directives on the use of Al
(“Ethics Guideline for Trustworthy Al"). The focus here is on the trace-
ability 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 intelli-
gence, a basic prerequisite for acceptance is that people continue to
understand the growing “inner workings” of such a self-learning sys-
tem. Which data comes from which sources? Which computing
steps lead to which actions? And how is the data saved?

The guidelines therefore include the following topics:

Compliance with laws, regulations, Continental’s 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

their vehicles will be ready to use more of the time - as we
move towards predictive maintenance,” ContiConnect 2.0 has
been trialed successfully by a selected group of customers
since late 2021, and the new platform was rolled out world-
wide over the course of 2022.

Designed for sustainable mobility

Continental is using these smart, intelligent tire services to
optimize tire management across its fleet customers in vari-
ous fields of application around the world. ContiConnect 2.0 is
a solution for truck, bus and passenger car fleets, as well as
off-road vehicles. The fleet manager is presented with a fast
and user-friendly overview of their entire fleet - regardless

of where the vehicles happen to be. The modular design of
ContiConnect 2.0, the flexibility of its components and its level
of compatibility allow Continental to integrate additional solu-
tions, as requested by the customer. In addition, experts at
Continental are working on the integration of external systems
for recording tread depth.
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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 the protection of 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. CO2 emissions, energy use, water consumption
and waste generation at the locations are to be reduced, and the
waste for recovery 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
external certification audits. The certified business activities are
assessed annually to determine how many employees are covered
by environmental management, energy management, and occupa-
tional safety and health management systems. The accident rate -
the number of accidents per million working hours - is used as an
effectiveness indicator for occupational safety and health manage-
ment. The accident rate has also been part of the LTI plans for the
members of the Executive Board and global managers since fiscal
2020. Continental has set itself the goal of reducing the accident
rate to 2.2 accidents per million working hours by 2030. For more
information, see the remuneration report on our website [ under
Company/Corporate Governance/Executive Board.

Group Environmental and Climate Protection and Group Safety and
Health are responsible for the related strategic, corporate-wide ESH
management process, and are supplemented by corresponding
functions in the individual group sectors. Local operational environ-
ment, safety and health protection is the responsibility of the loca-
tions and is coordinated by local ESH managers in each case.

Results of the concept

As at December 31, 2022, the majority of our employees through-
out the Continental Group were covered by the management sys-
tems of the certified business activities. The environmental man-
agement system certification covered 76% of employees (PY: 76%),
the energy management system certification covered 40% of em-
ployees (PY: 40%), and the occupational safety and health manage-
ment system certification covered 62% of employees (PY: 62%).
The figures were therefore on par with the previous year.

The accident rate amounted to 2.5 accidents per million working
hours in fiscal 2022 (PY: 2.6 accidents per million working hours)
and was therefore at a similar level to the previous year.

Green and safe factories performance indicators 2022 2021

Environmental management system certification
(1ISO 14001M)"
Employee coverage (as at December 31) in % 76 76

Energy management system certification
(IS0 5000M)"
Employee coverage (as at December 31) in % 40 40

Occupational safety and health management
system certification (ISO 45001 or similar)’
Employee coverage (as at December 31) in % 62 62

Accident rate (number of accidents per million
working hours)? 2 25 26

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://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2022.pdf?_gl=1*y6jyko*_ga*MTI0OTgyMDU1OC4xNjY0ODgzOTM0*_ga_CXY4Q1X5YZ*MTY3OTkwNDgxNi4yNDYuMC4xNjc5OTA0ODE4LjAuMC4w
https://www.continental.com/en/company/corporate-governance/executive-board/
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With respect to occupational safety and health, we are pursuing the
vision of “providing exceptionally attractive workplaces where a safe
and healthy work environment fosters the long-term health and high
performance of our people.”

In line with our mission to “minimize our safety & health risks and
drive Continental’s safety and health culture to protect our people”
we implement specific programs in the areas of industrial safety,
occupational medicine, health management, ergonomics, and haz-
ardous substance management. These programs are aimed at
Continental's safety & health goals which are aligned with our
safety & health vision. The Continental Group’s safety & health
strategy, goals and corresponding programs cover the aspects of
rule enforcement and compliance, safety & health culture, steering,
and continual improvement considering the framework of our

In addition to focusing on climate protection (see page 18), 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 with 2018 in relation to sales. We also plan to save 1 TWh of
energy by means of energy efficiency projects. This equates to
roughly 10% of Continental's current annual Group-wide energy
consumption. We are therefore focusing on implementing energy
efficiency projects. Our employees having energy and engineering
roles are working closely together on this. 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 fossil fuels currently being used in comparison with
carbon-neutral alternatives.

Our energy consumption in fiscal 2022 was 8.6 TWh (PY: 9.0 TWh),
with purchased electricity and natural gas accounting for most of
this. Energy consumption decreased by 4.0% year-on-year. This is
attributable to energy saving and efficiency measures to lower fossil
fuel consumption as a result of the energy crisis, particu-larly in Eu-
rope. Measured in relation to group sales, this figure saw a decline of
17.8%.

Relative performance indicators of

operational environmental protection’ 2022 2021 Change
Energy consumption in

MWh/group sales in millions of euros 2185 265.6 -17.8%
Water withdrawal in

m?/group sales in millions of euros 3976 494.6 -19.6%
Waste generation? in metric

tons/group sales in millions of euros 10.2 120 -15.2%

1 Contains a small amount of imputed data for parts of the Continental Group that did
not report data directly.
2 Waste generation does not include construction waste.

safety & health management system based on the requirements of
ISO 45001.

The safety and health group function supports and advises, in its
governance role, the individual organizational units and locations
with implementing the strategy and goals through programs steered
by KPIs. The Safety and Health group function maintains active net-
works of experts within the company to promote international coop-
eration, exchange of information on best practice, and continual im-
provement processes

Our occupational safety and health strategy also contributes to our
responsible value chain system. For more information, see page 28
in this Integrated Sustainability Report.

Topic of focus: Water

By 2030, we plan to reduce our water withdrawal in regions affected
by high water risk by 4% year-on-year in relation to sales, and in re-
gions with moderate water risk by 2% year-on-year in relation to
sales. By adopting this risk-based approach, we ‘are focusing specifi-
cally on those regions of the world where water is steadily growing
scarcer. Our focus here is on implementing efficiency projects that
avoid the use of water and promote reuse of water. All of our loca-
tions will be consistently evaluated in accordance with the regularly
updated risk assessment tools provided by the World Resource In-
stitute and Agueduct. This will enable us to make use of the re-
sources available 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 solutions
as well as current opportunities and risks in the field of water
management.

In fiscal 2022, the volume of water withdrawal amounted to 15.7
million m? (PY: 16.7 million m?3). This mainly includes drinking water
sourced from public-utility water providers, as well as extracted
groundwater and surface water. The volume of water withdrawal de-
creased by 6.2% compared with the previous year. In relation to
group sales, our water withdrawal decreased by 19.6% year-on-year.
This result is attributable to the various local projects across all group
sectors aimed at reducing water consumption.

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 Continental group or by
authorities during regular inspections.
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Topic of focus: Waste

By 2030, we plan to reduce the annual volume of waste generated
by 2% in relation to sales. To help achieve this, we need to avoid
generating waste or at least recycle it. In this context, the environ-
mental strategy contributes significantly toward the approach of a
circular economy throughout the entire company.

Accordingly, consistent and systematic waste management is al-
ready an integral part of our waste logistics. We have also set our-
selves the target of increasing our waste for recovery quota to 95%
by 2030. A number of projects aimed at achieving this goal have
already been initiated and implemented. These include, for exam-
ple, greater use of regranulates in plastic injection molding pro-
cesses, use of reusable packaging in collaboration with our suppli-
ers and customers, and pyrolysis of vulcanized rubber materials, as

Energy consumption 2022 (8.6 TWh) in %'
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well as an internal initiative to reduce non-tires waste generation in
our manufacturing locations.

Waste generation in fiscal 2022 amounted to 401,316 metric tons
(PY: 405,249 metric tons), which represents a decrease of 1.0%
year-on-year. Hazardous waste accounts for a share of 8.7% (PY:
8.2%). In relation to group sales, waste generation saw a decline of
15.2%.

Our occupational environmental protection strategy also contrib-

utes to our responsible value chain system. For more information,
see page 28 in this Integrated Sustainability Report.

Energy consumption 2022 (8.6 TWh) in %"

Heating oil 0.9 2.2 Other
Coal 18 ||

Steam 10.0 \\

Natural gas 36.2 48.9 Electricity

Non-

renewable 2  51.9

48.1 Renewable

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

Water demand 2022 (15.7 million m3) in %'

Industrial water 2.1

Surface water 16.7

Ground water 333 479 Drinking water

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 Contains a small amount of self-produced electricity from non-renewable sources
(with CHP technology).

Waste generation 2022 (401,316 metric tons) in %123

Hazardous

waste 8.7

g

Non-hazardous

91.3 waste

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 legisiation.

3 Waste generation does not include construction waste.
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Source:

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 sales, the adjusted EBIT margin, the amount of capital ex-
penditure, free cash flow and capital employed. To allow us to use
the financial performance indicators for management purposes as
well, and to map the interdependencies between these indicators,
we summarize them as key figures as part of a value-driver system.
Our mid-term corporate objectives center on the sustainable en-
hancement of the value of each individual operating unit. This goal
is achieved by generating a positive return on the capital employed
that sustainably exceeds the associated equity and debt financing
costs within each individual unit. Crucial to this is that the absolute
contribution to value (the Continental Value Contribution (CVC)) in-
creases year-on-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 capi-
tal employed) or decreasing capital employed over time. The per-
formance indicators used are EBIT, capital employed and the
weighted average cost of capital (WACC), which is calculated from
the proportional weight of equity and debt costs.

Continental Value

Contribution (CVC) € millions ROCE %

17.0%

-1,277

-2,880 -2,975

2018 2019 2020 2021 2022

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 for the Continental Group was €0.8 billion.

Capital employed is the funds used by the company to generate its
sales. At Continental, this figure is calculated as the average of operat-
ing assets as at the end of the quarterly reporting periods. In 2022,
average operating assets amounted to €20.3 billion.

The return on capital employed (ROCE) represents the ratio of these
two calculated values. Comparing a figure from the statement of in-
come (EBIT) with one from the statement of financial position (capi-
tal employed) produces an integral analysis. We deal with the prob-
lem of the different periods of analysis by calculating the capital
employed as an average figure over the ends of quarterly reporting
periods. The ROCE amounted to 3.7% in 2022.

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). In 2022, the CVC amounted

to -€1,277.2 million.

ROCE by group sector (%) 2022 2021
Automotive =111 -4.6
Tires 230 257
ContiTech 5.1 168
Contract Manufacturing 15 290
Continental Group 3.7 10.0

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 group 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 range from 6% to 7% of sales in the
coming years.


https://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2022.pdf?_gl=1*y6jyko*_ga*MTI0OTgyMDU1OC4xNjY0ODgzOTM0*_ga_CXY4Q1X5YZ*MTY3OTkwNDgxNi4yNDYuMC4xNjc5OTA0ODE4LjAuMC4w
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Composition of gross indebtedness (€7,695 million)

1,280 Other bank liabilities

Other liabilities 2,166

‘ 300 Syndicated loans

Bonds 3,949

Our goal is to finance ongoing investment requirements from the
operating cash flow. Other investment projects, such as acquisitions,
should be financed from a balanced mix of equity and debt depend-
ing on the ratio of net indebtedness to equity (gearing ratio) 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 cir-
cumstances, we can rise above this ratio under certain conditions.
The equity ratio should exceed 30%. In the reporting year, the equity
ratio was 36.2% and the gearing ratio 32.8%.

Gross indebtedness amounted to €7,694.7 million as at Decem-
ber 31, 2022. Key financing instruments are the syndicated loan
with a revolving credit line of €4.0 billion that has been granted
until December 2026, and bonds issued on the capital market. 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 2022, this mix consisted of bonds (51%), a syndi-
cated loan (4%), other bank liabilities (17%) and other indebtedness
(28%) based on gross indebtedness. The syndicated loan that was
renewed ahead of schedule in December 20719 consists of a revolv-
ing tranche of €4.0 billion and has an original term of five years.
The margin will also depend on the Continental Group’s sustain-
ability performance. In November 2021, Continental exercised the
second and final option to extend the term by one year. The lend-
ing banks then extended this financing commitment until Decem-
ber 2026 at unchanged conditions.

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 €2,441.3 million as at December 31, 2022. There were also
committed and unutilized credit lines of €4,573.5 million.

As at December 31, 2022, €300.0 million of the revolving credit
line of €4.0 billion had been utilized. Around 51% of gross indebt-
edness is financed on the capital market in the form of bonds. The
interest coupons vary between 0.0% and 3.625% p.a. The most re-
cent bond issue took place in November 2022 in anticipation of
the upcoming bond maturities in 2023. A bond with a volume of
€625.0 million, a term of five years and an interest rate of 3.625%
p.a. was placed with investors. The bonds with maturities between
2023 and 2027 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 €2,182.5 million as at December 31, 2022. Conti-
nental’s corporate financing instruments currently also include sale-
of-receivables programs and commercial paper programs. As in the
previous year, Continental had two commercial paper programs in
Germany and the USA in 2022. As at the end of 2022, the nominal
volume of the commercial paper issued under the German pro-
gram was €350.0 million.

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, two bonds in the
amounts of €500.0 million and €750.0 million, respectively, will
mature in 2023. The other bonds issued in 2019, 2020 and 2022
require repayments of €725.0 million in 2024, €600.0 million in
2025,€750.0 million in 2026 and €625.0 million in 2027.

Maturities of gross indebtedness (€7,695 million)

3,689

1,241
1,047

808 910

2023 2024 2025 2026 from 2027
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Continental’s credit rating unchanged

In the reporting period, Continental AG was rated by the three rating
agencies Standard & Poor’s, Fitch and Moody'’s, each of which main-
tained their investment-grade credit ratings in 2022. The rating out-
look from Moody’s improved from negative to stable. The most re-
cent 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

Dec. 31, 2022 Dec. 31,2021
Standard & Poor’s’
Long-term BBB BBB
Short-term A-2 A-2
Outlook negative negative
Fitch?
Long-term BBB BBB
Short-term F2 F2
Outlook stable stable
Moody’s?
Long-term Baa2 Baa2
Short-term P-2 P2
Outlook stable negative

1 Contracted rating since May 19, 2000.
2 Contracted rating since November 7, 2073.
3 Contracted rating since January 1, 2019.

41



Continental AG> 2022 Integrated Sustainability Report > Development of Material Sustainability Topic Areas 42
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Macroeconomic Development

Rising inflation rates, which were exacerbated by the war in Ukraine,
and interest rate hikes by many central banks to combat inflation
dampened global economic development in 2022. According to
the January 2023 World Economic Outlook Update (WEO Update)
published by the International Monetary Fund (IMF), the global
economy grew by 3.4% in fiscal 2022, which was below the IMF’s
forecast of 4.4% growth from January 2022.

According to statistical office Eurostat, gross domestic product (GDP)
in the eurozone rose by 3.5% year-on-year in 2022. In Germany,
GDP rose by 1.9%, according to the Federal Statistical Office. The
other major eurozone economies of France, Italy and Spain reported
growth rates ranging from just under 3% to around 5%, according
to the IMF. Other European economies recorded similar economic
growth rates to the eurozone in 2022. The United Kingdom, for

example, achieved growth of 4.1%, according to the IMF. For Russia,

however, the IMF estimated a 2.2% decline in GDP.

In North America, the USA posted GDP growth of 2.1% in 2022,
according to the Bureau of Economic Analysis. For Canada and
Mexico, the IMF reported GDP growth of 3.5% and 3.1%, respectively.
Other countries in the Americas also saw continued economic recov-
ery in 2022. For Brazil, for example, the IMF estimated GDP growth
of 3.1%.

Asian countries also recorded a continued economic revival in the
year under review, according to the IMF. Very high growth rates
were achieved in 2022 by India’s economy, with GDP growth of
6.8%, and by the Association of Southeast Asian Nations (ASEAN),
with GDP growth of 5.2%. According to the IMF, lower growth rates
were reported for China and for Japan, with GDP growth of 3.0%
and 1.4%, respectively.

Development of Key Customer Sectors and Sales Regions
With a 61% share of consolidated sales (PY: 61%), the automotive
industry - with the exception of the replacement business - was
Continental's most important customer group in fiscal 2022. The
Automotive group sector accounted for the lion's share, but the
Tires and ContiTech group sectors also generated significant sales
figures in this market 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 2022 (PY: 28%). Because pas-
senger 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 group sector, with around 9% of total sales (PY: 9%).

Continental's biggest sales region in the reporting year was still
Europe, which accounted for 47% of sales (PY: 49%), followed by
North America at 27% (PY: 25%) and Asia-Pacific at 22% (PY: 22%).

Development of new passenger-car registrations

In 2022, there was a decline in the number of newly registered
cars in many of the world's automotive markets. The availability

of many car models remained mostly limited due to a shortage

of semi-finished products, particularly semiconductors. This was
accompanied by increased car prices, high inflation rates for other
consumer goods and uncertainty among many consumers trig-
gered by the war in Ukraine.

According to preliminary data from the German Association of

the Automotive Industry (Verband der Automobilindustrie, VDA),
11.3 million new vehicles were registered in the European car mar-
ket (EU27, EFTA and the United Kingdom) in 2022, 4% fewer than
in the previous year. Passenger car sales fell by 6% in Japan and by
8% in the USA. Brazil recorded a slight decline of 1%. In Russia, pas-
senger car sales plummeted by 59% in 2022 as a result of many
international automotive manufacturers withdrawing due to the
war in Ukraine.

By contrast, according to the VDA, sales in China - the world’s larg-
est car market - rose by 10% to 23.2 million units in 2022, thanks

in part to a tax reduction on the majority of cars sold. In India, sales
of new vehicles rose by 23% to 3.8 million units in 2022.

According to preliminary data from car manufacturer Renault, new-
car registrations in 2022 were on par with the previous year world-
wide.

Development of production of passenger cars and light
commercial vehicles

Disrupted supply chains resulting from the war in Ukraine and pan-
demic-related lockdowns in China put a strain on the production of
passenger cars and light commercial vehicles weighing less than

6 metric tons in many regions in the first half of 2022. Europe was
particularly affected.

In the second half of the year, the supply situation stabilized. The
availability of semiconductors, which had previously been in very
short supply, also improved. As a result, many manufacturers no-
ticeably expanded their production.

According to preliminary data, Europe as a whole recorded a 1%
decline in the production of passenger cars and light commercial
vehicles in the reporting year as a result of the sharp production
decrease in Russia and reduced volumes in other Eastern European
countries.

By contrast, North America and China increased their production
by 10% and 6% in 2022.

According to preliminary figures, global production for 2022 rose
by 7% to 82.4 million units.


https://cdn.continental.com/fileadmin/__imported/sites/corporate/_international/english/hubpages/30_20investors/30_20reports/annual_20reports/downloads/continental_annual_report_2022.pdf?_gl=1*y6jyko*_ga*MTI0OTgyMDU1OC4xNjY0ODgzOTM0*_ga_CXY4Q1X5YZ*MTY3OTkwNDgxNi4yNDYuMC4xNjc5OTA0ODE4LjAuMC4w
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Development of production of medium and heavy commercial
vehicles

The production of medium and heavy commercial vehicles weigh-
ing more than 6 metric tons was initially affected by disrupted sup-
ply chains in our core European market in the reporting period. In
Eastern Europe, in particular, production was also heavily impaired
as a result of the war in Ukraine. As the year progressed, production
in Western and Central Europe rose again, virtually offsetting the de-
cline in production in Eastern Europe for 2022 overall. According to
preliminary data, overall production volumes fell by 1% year-on-year.

In our other core market of North America, strong economic growth
led to a considerable upturn in demand and a 9% increase in the
production of medium and heavy commercial vehicles, according
to preliminary figures.

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

Following a strong first quarter in 2022, the following three quarters
saw a significant decline in demand in Europe and North America.
Higher prices due to the substantial increase in costs caused by
the war in Ukraine led to purchases being made in advance by
many tire dealers.

Sales volumes of replacement tires for passenger cars and light
commercial vehicles weighing less than 6 metric tons rose by 2%
in Europe (excluding Russia) for 2022 as a whole. In North America,
demand fell by 4% in the year under review. In China, the measures
taken to contain the COVID-19 pandemic led to a 14% slump in
sales volumes. According to preliminary data, global sales volumes
of replacement tires for passenger cars and light commercial vehi-
cles fell by 2% in the reporting year.

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

In our core markets of Europe (excluding Russia) and North America,
preliminary data indicates that year-on-year demand for replacement
tires for medium and heavy commercial vehicles weighing more
than 6 metric tons rose by 6% and 13%, respectively, in 2022.

Development of industrial production

In addition to vehicle production and the replacement business for
the automotive industry, the development of various other industries
is crucial to the success of our ContiTech group sector. ContiTech
products are used in particular in equipment, machinery and vehi-
cles for railway transport, mining, agriculture and other key indus-
tries. As well as the general development of gross domestic prod-
uct, the development of industrial production is therefore regarded
as an important indicator for ContiTech’s business with industrial
customers.

In the reporting period, industrial production in the eurozone was
affected by disrupted supply chains and increased costs, mainly in
the second quarter. By contrast, industrial production in the USA in-
creased considerably in 2022. In China, the temporary lockdowns to
combat the COVID-19 pandemic affected development in the second
and fourth quarters of 2022 in particular. This was countered by
stronger industrial production in the first and third quarters.

Development of Raw Materials Markets

In the year under review, the sanctions imposed against Russia ini-
tially led to a shortage of many raw materials, which in turn caused
sharp price rises. Expanded offerings from other suppliers and a
decline in demand as a result of weaker economic growth in many
economies caused prices for many raw materials to fall again as
the year progressed - in some cases to below their level at the be-
ginning of the year.

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 in conveyor belts and timing belts to
increase tensile strength. Aluminum is used in particular for die-cast
parts and stamped and bent components, while copper is used in
particular in electric motors, mechatronic components and printed
circuit boards. Prices for carbon steel in euros, which had increased
sharply in the previous year, fell by approximately 6% on average in
2022. The price of copper in US dollars, which had also seen a sharp
increase in the previous year, fell by 5% on average. Conversely, the
average price of aluminum in US dollars was up 9% in 2022.

Changes to vehicle production, the tire-replacement business and industrial production in 2022 (compared with 2021)

Passenger cars and

Tire-replacement

light commercial vehicles Vehicle production business Industrial production
Europe -1% 2% Eurozone 0.7%
North America 10% -4% USA 4.0%
China 6% -14% China 4.0%
Worldwide 7% -2%

Tire-replacement

Medium and heavy commercial vehicles Vehicle production business
Europe -1% 6%
North America 9% 13%

Preliminary data.
Sources:

Vehicle production: S&P Global (Europe with Western, Central and Eastern Europe incl. Russia and Turkiye).
Tire-replacement business: L MC International Ltd. (Europe with Western, Central and Eastern Europe (excluding Russia) and Tirkiye).

Industrial production: Bloomberg.
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Steel, copper and aluminum Indexed to January 1, 2020

TSR 20, crude oil and butadiene Indexed to January 1, 2020
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Carbon steel = Copper Aluminum

Sources:

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. In 2022, the average US-
dollar price of gold was on par with the previous year. By contrast,
the price of silver in US dollars fell by 13% on average.

For natural rubber, weakening tire demand led to a decline in prices
from the summer of 2022 onward. The price of natural rubber TSR
20 in US dollars was down 8% year-on-year in 2022, 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 rose sharply in the first few months of 2022 due to the
war in Ukraine. This trend reversed, however, in the summer. By the
end of the year, the price had fallen back to the level it was at the
beginning of 2022. The annual average price of Brent crude oil in
US dollars increased by 42% year-on-year.

The rise in the price of crude oil also led to price increases for vari-
ous input materials for synthetic rubber in 2022, although these
price increases were dampened by the weakening demand for tires.
The average prices in US dollars for butadiene and styrene, for ex-
ample, increased by 6% and 4%, respectively.

TSR 20 = Brent crude oil Butadiene

Sources:

TSR 20: rolling one-month contracts from the Singapore Exchange (US $ cents per kg).
Crude oil: European Brent spot price from Bloomberg (US $ per barrel).

Butadiene: South Korea spot price (FOB) from PolymerUpdate.com

(US $ per metric ton).

Plastic resins, as technical thermoplastics, are required by Continen-
tal and our suppliers in particular for the manufacture of housing
parts in the Automotive group sector and for various other plastic
parts in the ContiTech group sector. The average price of resins in
US dollars was up 23% in 2022.

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 Tires and
ContiTech group sectors.

Overall, the described price developments for raw materials together
with a significantly weaker euro led to significant cost burdens in all
group sectors of the Continental Group in 2022.
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Earnings Position
Sales up 16.7%
Sales up 12.3% before changes in the scope of consolidation
and exchange-rate effects
Adjusted EBIT up 5.2%

The following table generally shows the figures for continuing opera-
tions in the reporting and comparative periods, with net income at-
tributable to the shareholders of the parent and earnings per share
referring to continuing and discontinued operations in the compara-
tive period.

Continental Group in € millions 2022 2021 Ain%

Sales 39,4089 33.765.2 16.7

EBITDA 3.966.0 4,104.2 -3.4
in % of sales 101 12.2

EBIT 754.8 1,845.8 -59.1
in % of sales 1.9 55

Net income attributable to the shareholders of the parent’ 66.6 1,435.2 -954

Basic earnings per share in €' 033 7.18 -954

Diluted earnings per share in €' 0.33 718 -954

Research and development expenses (net) 28714 2,586.8 11.0
in % of sales 7.3 7.7

Depreciation and amortization? 3,211.2 2,258.4 422
thereof impairment? 966.6 291 32216

Capital expenditure® 2,426.4 19474 246
in % of sales 6.2 58

Operating assets as at December 31 19,555.6 18949.4 3.2

Operating assets (average) 20,2729 18.416.1 10.1

ROCE in % 37 10.0

Number of employees as at December 31° 199,038 190,875 4.3

Adjusted sales® 39,265.6 33,606.3 16.8

Adjusted operating result (adjusted EBIT)’ 1.950.7 1.854.7 52
in % of adjusted sales 5.0 55

1 In the year under review, the Continental Group changed the methodology used for the recognition of uncertain tax positions. The comparative period has been adjusted
accordingly. For more information, see Note 2 (General Information and Accounting Principles) of the notes to the consolidated financial statements.

2 Excluding impairment on financial investments.

3 Impairment also includes necessary reversals of impairment losses.
4 Capital expenditure on property, plant and equipment, and software.
5 Excluding trainees.

6 Before changes in the scope of consolidation.

7 Before amortization of intangible assets from purchase price allocation (PPA), changes in the scope of consolidation, and special effects.

Business and sales performance

Consolidated sales increased by €5,643.7 million or 16.7% year-on-
year in 2022 to €39,408.9 million (PY: €33,765.2 million). Before
changes in the scope of consolidation and exchange-rate effects,
sales rose by 12.3%. The sales performance in the Automotive,
Tires and ContiTech group sectors was shaped primarily by price
adjustments to offset higher costs for raw materials, logistics and
energy. In Automotive, rising automobile production and strong or-
ganic growth also had a positive effect, while Tires was additionally

able to implement favorable changes to its product mix. Contract
Manufacturing reduced its sales in accordance with the contractually
agreed procedure between Continental and Vitesco Technologies.

The Continental Group’s sales performance was impacted by positive
exchange-rate effects totaling €1,513.7 million, while changes in
the scope of consolidation had a negligible effect.
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The regional distribution of sales in 2022 was as follows:

Sales by region in % 2022 2021
Germany 18 17
Europe excluding Germany 29 31
North America 27 25
Asia-Pacific 22 22
Other countries 4 5

Adjusted EBIT

Adjusted EBIT for the Continental Group increased by €96.0 million
or 5.2% year-on-year to €1,950.7 million (PY: €1,854.7 million) in
2022, corresponding to 5.0% (PY: 5.5%) of adjusted sales.

EBIT

EBIT was down by €1,091.0 million year-on-year in 2022 to €754.8
million (PY: €1,845.8 million), a decrease of 59.1%. The return on
sales fell to 1.9% (PY: 5.5%). The cost of sales rose by €5,075.7 mil-
lion to €31,100.6 million (PY: €26,024.9 million), primarily due to
sharp price increases for raw materials, semi-finished products, en-
ergy and logistics. For more information, see the Development of
Raw Materials Markets section in the economic report as well as
the report on expected developments. In addition, impairment on
goodwill and property, plant and equipment had a negative impact
on EBIT.

The amortization of intangible assets from purchase price alloca-
tion (PPA) reduced EBIT by €149.7 million in the reporting year
(PY: €159.0 million).

The ROCE was 3.7% (PY: 10.0%).

Special effects in 2022

Total consolidated expense from special effects in 2022 amounted
to €1,027.8 million. Automotive accounted for €846.5 million of
this, Tires for €103.5 million, ContiTech for €81.5 million and the
holding for €2.9 million. In Contract Manufacturing, special effects
resulted in total consolidated income of €6.6 million.

The Continental Group immediately reviews intangible assets and
property, plant and equipment, investment property and goodwill
as soon as there is an indication of impairment (triggering event).
The rise in the general interest rate level is one such indication

of impairment. Due to this triggering event and other significant
assumptions made when calculating the value in use of a cash-
generating unit (CGU) - such as free cash flows, discount rates
and their parameters, and long-term growth rates - goodwill was
impaired by €552.9 million and property, plant and equipment
impaired by €311.4 million in the Automotive group sector during
the course of the year. This was mainly attributable to increased
discount rates and updated planning.

Owing to the sanctions imposed against or by Russia, intangible
assets and property, plant and equipment were reviewed at the
Russian companies during the year. This led to a full impairment
of all intangible assets and property, plant and equipment. In total,

the impairment amounted to €86.7 million (Automotive €0.2 million;
Tires €80.6 million; ContiTech €5.9 million).

Together with the aforementioned effects, impairment on property,
plant and equipment and intangible assets resulted in expenses to-
taling €411.5 million (Automotive €323.6 million; Tires €82.0 mil-
lion; ContiTech €5.9 million). In addition, reversals of impairment
losses on property, plant and equipment resulted in income of
€3.5 million in the Automotive group sector. These figures do not
include impairment and reversals of impairment losses that arose
in connection with restructuring.

Severance payments resulted in a negative special effect totaling
€40.4 million (Automotive €14.0 million; Tires €10.5 million; Conti-
Tech €12.8 million; Contract Manufacturing €0.2 million; holding
€2.9 million).

The Automotive group sector incurred restructuring expenses of
€18.1 million, including impairment on property, plant and equip-
ment in the amount of €8.9 million. In addition, the reversal of re-
structuring provisions resulted in income of €104.2 million. This in-
cluded reversals of impairment losses on property, plant and equip-
ment in the amount of €1.0 million.

The Tires group sector incurred restructuring expenses of €2.0 mil-
lion, including impairment on property, plant and equipment in the
amount of €0.3 million. In addition, the reversal of restructuring
provisions resulted in income of €4.1 million.

The ContiTech group sector incurred restructuring expenses of
€67.7 million, including impairment on property, plant and equip-
ment in the amount of €2.2 million. In addition, the reversal of
restructuring provisions resulted in income of €8.8 million. This
included reversals of impairment losses on property, plant and
equipment in the amount of €4.7 million.

In the Contract Manufacturing group sector, there were restructur-
ing expenses of €1.0 million. In addition, the reversal of restructuring
provisions resulted in income of €9.4 million.

Restructuring-related expenses resulted in an expense totaling €63.6
million (Automotive €46.4 million; Tires €11.5 million; ContiTech
€4.1 million; Contract Manufacturing €1.6 million).

The disposal of companies resulted in income totaling €0.6 million
(Tires €0.4 million; ContiTech €0.2 million).
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The Tires group sector incurred an expense of €2.0 million in
connection with the optimization of the sales network in Belgium.

A subsequent purchase price adjustment related to the acquisition
of Kathrein Automotive GmbH, Hildesheim, Germany, in 2019 led
to income of €0.8 million in the Automotive group sector.

Special effects in 2021

Total consolidated income from special effects in 2021 amounted
to €122.6 million. ContiTech accounted for €130.7 million of this,
Contract Manufacturing for €26.4 million and the holding for €67.3
million. Expenses from special effects amounted to €91.3 million
for Automotive and €9.9 million for Tires.

The spin-off of Vitesco Technologies resulted in expenses totaling
€86.4 million (Automotive €92.7 million; holding income of €6.3
million).

The organizational realignment of the Automotive group sector
resulted in expenses totaling €3.0 million in Automotive.

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

Impairment on property, plant and equipment resulted in expenses
totaling €25.9 million (Automotive €13.7 million; Tires €1.8 million;
Contract Manufacturing €10.4 million). In addition, reversals of im-
pairment losses on property, plant and equipment resulted in income
of €9.4 million (Automotive €6.0 million; ContiTech €3.4 million).
These figures do not include impairment and reversals of impairment
losses that arose in connection with restructuring.

Severance payments resulted in a negative special effect totaling
€112.2 million (Automotive €58.9 million; Tires €24.0 million; Conti-
Tech €18.7 million; Contract Manufacturing €2.0 million; holding
€8.6 million).

The Automotive group sector incurred restructuring expenses of
€14.8 million, including impairment on property, plant and equip-
ment in the amount of €4.7 million. In addition, the reversal of re-
structuring provisions resulted in income of €68.4 million.

The Tires group sector incurred restructuring expenses of €5.4 mil-
lion, including impairment on property, plant and equipment in the
amount of €1.1 million. The reversal of restructuring provisions also
resulted in income of €24.3 million.

The ContiTech group sector incurred restructuring expenses of
€14.6 million, including impairment on property, plant and equip-
ment in the amount of €0.3 million. In addition, the reversal of
restructuring provisions resulted in income of €14.4 million.

In the Contract Manufacturing group sector, 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 an expense totaling
€595 million (Automotive €48.8 million; ContiTech €9.8 million;
Contract Manufacturing €0.9 million).

The termination of OSRAM CONTINENTAL GmbH, Munich, Germany
- a former joint venture with OSRAM GmbH, Munich, Germany -
resulted in income of €33.5 million in the Automotive group sector
from the fair value measurement of the 50% stake in the former
joint venture. In addition, income of €0.3 million was generated
from the sale of an equity-accounted investee.

In the ContiTech group sector, 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 2021 led to the
reclassification of components of other comprehensive income.
This resulted in income amounting to €69.6 million at the holding
level.

Furthermore, the Automotive group sector generated income of
€32.5 million from the reversal of the provision for capital commit-
ments to OSRAM CONTINENTAL GmbH, Munich, Germany.

Procurement

The first half of the reporting year for the Automotive and Contract
Manufacturing group sectors was characterized by significant bot-
tlenecks for semiconductors, which eased for certain products in
the second half of the year. The supply situation for semiconduc-
tors nevertheless remains tense overall. The prices of key input ma-
terials and many raw materials for the Tires and ContiTech group
sectors rose sharply from the second quarter of 2022 and reached
their peak in the second half of the year. Annual average procure-
ment costs for the raw materials used in the Tires and ContiTech
group sectors were above the previous year’s level, in part due to
significantly higher energy and logistics costs.
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Reconciliation of EBIT to net income
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€ millions 2022 2021 Ain%
Automotive -970.1 -3746 -159.0
Tires 1.723.6 1.700.6 1.4
ContiTech 166.5 5147 -67.7
Contract Manufacturing 95 1304 -92.7
Other/Holding/Consolidation -174.7 -125.3 -394
EBIT 754.8 1,845.8 -59.1
Financial result’ -198.0 -156.1 -268
Earnings before tax from continuing operations’ 556.8 1,689.7 -67.0
Income tax expense -444.6 -3595 -23.7
E