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BMW Finance N.V. 03
Directors’ Report

Dear Ladies and Gentlemen,

The directors present their interim management report and interim financial statements for the half year
ended June 30, 2012. This half-yearly financial information has been prepared in accordance with
International Accounting Standard 34 Interim Financial Reporting (IAS 34) as adopted by the EU and has
been subject to review by the auditor.

This interim report may contain forward-looking statements based on current expectations of the
management. Various known and unknown risks, uncertainties and other factors could lead to considerable
differences between the actual future results, financial situation development and/or performance of

BMW Finance N.V. (the Company) and the historical results presented. Undue reliance should not be placed
on forward-looking statements which speak only as of the date of this interim report.

BMW Finance N.V. (the “Company”) was incorporated in The Netherlands and is a wholly owned subsidiary
of BMW Holding B.V. who in turn is a wholly owned subsidiary of BMW Intec Beteiligungs GmbH, a wholly
owned subsidiary of BMW AG. Since 1 January 2005 the Company is in a fiscal unity together with the
BMW Group companies located in the Netherlands. The Company’s purpose is to assist the financing of
business activities conducted by companies of the BMW Group and its affiliates and to provide services in
connection therewith. The core business of the Company comprises mainly financial transactions with
related parties (BMW Group companies) that are priced in accordance with the “at arm’s length” principle.

The Company’s activities mainly consist of providing long term liquidity and intercompany funding for
BMW Group companies. The Company’s aim is to minimize the connected market risk, especially interest
rate risk and liquidity risk associated with financial instruments. Firstly, protection against such risks is
provided by so-called natural hedges that arise when the values of non-derivative financial assets and
liabilities have matching maturities, amounts (netting), and other properties. Derivative financial instruments
are used, such as interest rate swaps, foreign exchange swaps and forward rate agreements to reduce the
risk remaining after taking into account the effects of natural hedges. Since a number of these financial
instruments do not qualify for fair value hedge accounting under International Financial Reporting Standards,
the company is exposed to the volatility of changes in the fair values of such instruments in its income
statement whereas the underlying items are shown at amortized cost. The management of the company
believes that the instruments entered into nevertheless constitute an economic hedge of the company’s
risks.

Given the objectives of the Company, the Company is economically interrelated with the ultimate holding
company, BMW AG, Germany. In assessing the solvency and general risk profile of the Company, the
solvency of the BMW Group as a whole, headed by BMW AG, needs to be considered.

In the first half year of 2012, the Company’s consolidated balance sheet total has increased to euro 29.7 billion
compared to prior year-end euro 27.5 billion. The main factor behind the increase on the assets side of the
balance sheet are the current receivables from BMW Group companies (to euro 18,332.7 million, +11.3%).
On the equity and liabilities side of the balance sheet, the increase was mainly driven by the rise in non-current
debt securities (to euro 16,010.7 million, +19.8%) and by an increase in current liabilities due to BMW Group
Companies (to euro 3,197.0 million, +289.5%).

The financial position of the Company also improved slightly when comparing the results of the first half year
2012 to the first half year 2011. The financial result for the first half of 2012 amounts to loss of euro 42.3
million (30.06.2011: loss of euro 57.3 million). The main driver here is the improvement of the interest
margin to a loss of euro 24.8 million (30.06.2011: loss of euro 46.3 million).
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During the 1sthalf of 2012, the Company issued 18 new EMTNSs (euro 4.6 billion) and applied fair value
hedge-accounting for 9 new EMTNSs as well as cash-flow hedge accounting for 1 new EMTN. Furthermore,
it redeemed 8 EMTNSs (euro 2.9 billion).

The economic growth in 2012 is generally expected to slow down and most of the countries in Europe are
expected to see their economic output drop. The still ongoing significant fiscal and monetary actions
undertaken by governments and central banks in Europe continue to contribute to support the economic
recovery. The net interest income on operating activities is expected to recover gradually due to a reduced
volatility of interest rates and credit spreads. Volatility in the fair market values of derivative instruments will
have a significant impact on the profit before taxation of the company. In light of the environment discussed
above, the company believes that overall it will have a moderately better performance in the financial year
2012,

The Hague, 3 August 2012

J.-C. Koenders
Director

R. van der Meeren
Managing Director

N. Mayer
Director
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Responsibility statement

To the best of our knowledge, and in accordance with the applicable reporting principles of International
Financial Reporting Standards as adopted by the European Union and with Part 9 of Book 2 of the
Netherlands Civil Code, the Interim Report gives a true and fair view of the assets, liabilities, financial position
and profit or loss of BMW Finance N.V., and the BMW Finance N.V. Directors’ Report includes a fair review
of the development and performance of the business and the position of BMW Finance N.V., together with a
description of the principal opportunities and risks associated with the expected development of BMW
Finance N.V.

BMW Finance N.V.

The Hague, 3 August 2012

N. Mayer J.-C. Koenders R.van der Meeren
Director Director Managing Director
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BMW Finance N.V.

Consolidated statement of comprehensive income

in euro thousand Notes 1 January to 1 January to
30June 2012 30 June 2011
Revenue BMW Group companies 301
Revenue Third parties 122,191
Revenue [3] 122,492 -
Cost of sales BMW Group companies (2,057) -
Cost of sales Third parties (124,470) -
Cost of sales [4] (126,527) -
Gross profit (4,035) -
Interest income BMW Group companies 324,179 248,851
Interestincome Third parties 438,821 335,075
Interest income [5] 763,000 583,926
Interest expense BMW Group companies (13,975) (4,340)
Interest expense Third parties (773,805) (625,855)
Interest expense [5] (787,780) (630,195)
Interest margin (24,780) (46,269)
Other financial income and expenses 1,544 759
Result from financial transactions [6] (17,082) (29,377)
Financial income / (loss) (44,353) (74,887)
Miscellaneous income & expenses (10,494) (1,557)
Income before taxation (54,847) (76,444)
Taxes [7] 12,521 19,176
Netincome/ (loss) (42,326) (57,268)
Attributable minority interest (23)
Attributable to Shareholders of BMW Finance N.V. (42,303) (57,268)
Earnings per share of common stock in euro (12,093) (16,362)
Statement of Comprehensive income
in euro thousand 1 January to 1 January to
30June 2012 30 June 2011
Net income (42,326) (57,268)
Effective portion of changes in fair value of cash flow hedges (1,114) (1,903)
Deferred tax on other comprehensive income 279 476
Other comprehensive income for the period after tax (835) (1,427)
Total comprehensive income for the period (43,161) (58,695)




BMW Finance N.V.

Consolidated statement of financial position

07

Assets Notes 30.06.2012 31.12.2011
in euro thousand

Property, plants and equipments 72,306 79,599
Equity investments 87,417 87,417
Receivables from BMW Group companies [8] 9,582,962 9,532,245
Marketable securities 58,000 58,000
Derivative assets 855,001 654,901
Deferred tax asset 9,069 6,493
Non-current assets 10,664,755 10,418,655
Receivables from BMW Group companies [8] 18,332,731 16,478,336
Receivables from sales financing 611 515
Inventories 44,648 39,286
Derivative assets 157,018 109,126
Interest receivables and other receivables 423,647 371,942
Cash and cash equivalents 47,762 83,044
Current assets 19,006,417 17,082,249
Total assets 29,671,172 27,500,904
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Equity and liabilities Notes 30.06.2012 31.12.2011
in euro thousand

Issued capital 1,750 1,750
Share premium reserve 55,488 55,488
Hedging reserve (1,841) (1,006)
Retained earnings 213,701 283,046
Undistributed income (42,303) (69,345)
Minority interest 38 61
Equity 226,833 269,994
Debt securities [9] 16,010,718 13,369,805
Loans due to banks 2,119,049 3,381,503
Liabilities due to BMW Group companies 33,000 38,000
Derivative liabilities 237,226 164,554
Other liabilities 665 1,500
Non-current liabilities 18,400,658 16,955,362
Debt securities 9] 5,765,177 8,452,717
Loans due to banks 1,388,749 76,844
Liabilities due to BMW Group companies 3,196,981 1,104,254
Derivative liabilities 104,929 78,989
Income tax liabilities 3,037 12,506
Interest payables and other liabilities 584,808 550,238
Current liabilities 11,043,681 10,275,548
Total equity and liabilities 29,671,172 27,500,904




BMW Finance N.V.

Consolidated statement of cash flows
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in euro thousand 1 January to 1 January to
30June 2012 30 June 2011
Net income for the year (42,326) (57,268)
Adjustments for non-cash items
Unrealised foreign exchange losses/(gains) (836) -
Fair value measurement losses/(gains) 17,575 1,427
Taxes (12,049) (17,974)
Amortization financial instruments (14,596) 10,741
Transfer of subsidiaries - (19,261)
Other non cash items - 85,590
Changes in operating assets and liabilities
Property, plants and equipments 7,294 -
Receivables from BMW Group companies (1,905,111) 324,632
Receivables and other assets (51,801) -
Derivatives (43,831) 149,619
Debt securities (155,154) (1,405,430)
Loans due to banks 49,453 183,999
Liabilities to BMW Group companies 2,088,494 607,386
Inventories (5,362) 33,494
Other liabilities 33,735 (62,390)
Income tax paid/received (767) (27,711)
Cash flow from operating activities (35,282) (193,146)
Acquisition of subsidiaries - -
Capital injection in subsidiaries - -
Cash flow from investing activities - -
Cash flow from financing activities - -
Net increase/(decrease) in cash and cash equivalents (35,282) (193,146)
Decrease in cash related to transfer of subsidiaries (20,822)
Cash and cash equivalents at January 1 83,044 280,383
Cash and cash equivalents at June 30 47,762 66,415
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BMW Finance N.V.
Consolidated statement of changes in equity

in euro thousand Issued Share Hedging Retained
capital premium reserve earnings
reserve

Undis-
tributed
income

Minority
interest

Total

1 January 2011 1,750 55,488 335 304,028

45,277

72

406,950

Total result 2011 recognised in the
profit and loss account

(57,268)

(57,268)

Total result 2011 recognised
directly in equity 1,427

1,427

Total comprehensive income and
expense in the period - - 1,427 -

(57,268)

(55,841)

Appropriation of results 2010 45,277

(45,277)

Transactions with owners
recorded directly in equity

Contribution in kind of BMW Portugal Lda
and BMW Renting (Portugal) Lda. (20,822)

(20,894)

30 June 2011 1,750 55,488 1,762 328,483

(57,268)

330,215

1 January 2012 1,750 55,488  (1,006) 283,046

(69,345)

61

269,994

Total result 2012 recognised in the
profit and loss account

(42,303)

(23)

(42,326)

Total result 2012 recognised
directly in equity (835)

(835)

Total comprehensive income
and expense in the period - - (835) -

(42,303)

(23)

(43,161)

Appropriation of results 2011 (69,345)

69,345

Transactions with owners
recorded directly in equity

Minority interest Portugal
Dividend to BMW Holding B.V.
Deconsolidation BMW Overseas
Enterprises

30 June 2012 1,750 55,488 (1,841) 213,701

(42,303)

38

226,833




BMW Finance N.V.

Notes to the Consolidated Financial Statements

Reporting entity

BMW Finance N.V. (the “Company”) was incorpo-
rated in The Netherlands and is a wholly owned
subsidiary of BMW Holding B.V. who inturnis a
wholly owned subsidiary of BMW Intec Beteiligungs
GmbH, a wholly owned subsidiary of BMW AG. The
statutory seat of BMW Finance N.V. is The Hague.
The Company was registered in the Commercial
Register at 14 June 1983, number 27.106.340. The
Company’s purpose is to assist the financing of the
activities conducted by companies of the BMW
Group and its affiliates (“BMW Group companies”)
and to provide services in connection therewith.
During the year the Company employed 8 persons.
The Company has no Supervisory Board.

Statement of compliance
The consolidated financial statements of BMW
Finance N.V. have been prepared in accordance
with the International Financial Reporting Standards
(IFRS) as endorsed by the European Union and
issued by the International Accounting Standards
Board (IASB) and with Part 9 of Book 2 of the
Netherlands Civil Code.

The June 2012 Interim Report of BMW
Finance N.V. is prepared and authorised for issue
by the Board of Directors on 3 August 2012.

Solvency

Given the objectives of the Company, the Company
is economically interrelated with the ultimate hold-
ing company, BMW AG, Germany. In assessing the
solvency and general risk profile of the Company,
the solvency of the BMW Group as a whole, headed
by BMW AG, needs to be considered.

Basis of preparation

Functional and presentation currency

The financial year contains the period from 1 Janu-
ary to 31 December. The consolidated financial
statements are presented in euro which is the Com-
pany’s functional currency. All financial information
presented in euro has been rounded to the nearest
thousand, unless otherwise stated in the notes.

Basis of Consolidation

* Subsidiaries

Subsidiaries are entities controlled by the Company.
The financial statements of subsidiaries are included
in the consolidated financial statements from the
date that control commences until the date that
control ceases. The accounting policies of subsidi-
aries have been changed when necessary to align
with policies adopted by the Company. Losses
applicable to the non-controlling interests in a sub-

sidiary are allocated to the non-controlling interests
even if doing so causes the non-controlling interests
to have a deficit balance.

The subsidiaries BMW Portugal Lda. and
BMW Renting (Portugal) Lda. have effectively been
consolidated as of 31 December 2011 in these
financial statements. The other entity that is fully
consolidated in these consolidated financial state-
ments is BMW Espafia Finance S.L.

Furthermore, as of 28 December 2011 the
subsidiary BMW Overseas Enterprises N.V. has
been transferred to BMW Holding B.V by means of
a dividend distribution.

* Investments in associates

Associates are those entities in which the Company
has significant influence, but not control, over the
financial and operating policies. Significant influ-
ence is presumed to exist when the Company holds
between 20 and 50 percent of the voting power of
another entity.

Investments in associates are accounted for us-
ing the equity method (equity accounted investees)
and are recognised initially at cost. The Company’s
investment includes goodwill identified on acquisi-
tion, net of any accumulated impairment losses. The
consolidated financial statements include the
Company’s share of the profit or loss and other
comprehensive income, after adjustments to align
the accounting policies with those of the Company,
from the date that significant influence commences
until the date that significant influence ceases.
When the Company’s share of losses exceeds its
interest in an equity accounted investee, the carry-
ing amount of that interest, including any long-term
investments, is reduced to zero, and the recognition
of further losses is discontinued except to the extent
that the Company has an obligation or has made
payments on behalf of the investee.

¢ Transactions eliminated on consolidation
Intra-group balances and transactions, and any
unrealised income and expenses arising from intra-
group transactions, are eliminated in preparing the
consolidated financial statements. Unrealised gains
arising from transactions with equity-accounted
investees are eliminated against the investment to
the extent of the Group’s interest in the investee.
Unrealised losses are eliminated in the same way as
unrealised gains, but only to the extent that there is
no evidence of impairment.

Basis of measurement
The consolidated financial statements have been
prepared on the historical cost basis except for the



12

03
05
06

07

19

24
28
29
32
33
33

33
33

34 1

Directors’ Report

Responsibility statement
Consolidated statement of
comprehensive income
Consolidated statement of financial
position

Consolidated statement of cash
flows

Consolidated statement of changes
in equity

1 Notes to the Consolidated Financial

Statements
1. Significant accounting policies
2. Segment information
. Revenues
Costs of sales
Interest income and expense
Result from financial transac-
tions

arw

o

2 7. Taxes
3 8. Receivables from BMW Group

companies

9. Debt securities

10. Risk management

Statement of comprehensive in-

come

Statement of financial position

Statement of cash flows

Statement of changes in equity

Notes to the Financial Statements

11. Accounting principles and poli-
cies

12. Interestincome and expense

13. Result from financial transac-

tions

Taxes

Receivables from BMW Group

companies

14

o

following material items in the financial statement
of financial position:

Financial assets and liabilities are measured at their

fair value:

— certain equity investments;

— derivative financial instruments.

— recognised financial assets and liabilities that are
part of fair value hedge relationships are meas-
ured at fair value in respect of the risk that is
hedged.

Use of estimates and judgements

The preparation of the financial statements in con-

formity with IFRS requires management to make

judgements, assumptions and estimates that affect
the application of accounting policies and reported
amounts of assets and liabilities, income and
expenses. Actual results may differ from these esti-
mates.

The assumptions and estimates relate princi-
pally to the group-wide determination of economic
useful lives, the recognition and measurement of
provisions and the recoverability of future tax bene-
fits. Revisions to accounting estimates are recog-
nised in the period in which the estimates are revised
and in future periods affected. Due to the current fi-
nancial market conditions, the estimates contained
in this document concerning the operations, eco-
nomic performance and financial condition of the
Company are subject to known and unknown risks,
uncertainties and contingencies, many of which are
beyond the control of the management of the Com-
pany, which may cause actual results, performance
or achievements to differ materially from anticipated
results, performance or achievements. Also, the esti-
mates are based upon management’s estimates of
fair values and of future costs, using currently availa-
ble information. Factors that could cause differences
include, but are not limited to:

— risks of economic slowdown, downturn or reces-
sion, especially in the countries of subsidiaries
invested in;

— risks inherent in changes in market interest rates
and quality spreads, especially in an environment
of unpredictable financial market conditions;

— lending conditions to companies turning to the
worse, thereby increasing the cost of borrowing;

— changes in funding markets, including commer-
cial paper and term debt;

— uncertainties associated with risk management,
including credit, prepayment, asset/liability, inter-
est rate and currency risks;

— changes in laws or regulations governing our
business and operations, and

— changes in competitive factors.
For the valuation of financial instruments the most
significant assumptions and estimates relate to the
interest rates and expected cash flows used in the
valuation models.

Revisions to accounting estimates are recog-
nised in the period in which the estimates are re-
vised and in future periods affected.

Comparative figures

Where necessary comparative figures in the notes to
the Financial Statements have been adjusted to con-
form to changes in presentation in the current year.

Determination of fair value

A number of the Company’s accounting policies
and disclosures require the determination of fair
value, for both financial and non-financial assets and
liabilities. Fair values have been determined for
measurement and/or disclosure purposes based on
the following methods. When applicable, further
information about the assumptions made in deter-
mining fair values is disclosed in the notes specific
to that asset or liability.

¢ Loans and receivables

Fair value, which is determined for disclosure pur-
poses, is calculated based on the present value of
future principal and interest cash flows, discounted
at the market rate of interest at the reporting date.

* Derivatives

Interest rate and currency swaps are valued by using
discounted cash flow models. This method imple-
ments the discounting of future cash flows using
yield curves of the cash flows’ currency and relevant
credit spreads. The changes in the fair values of
these contracts are reported in the income state-
ment. Fair value changes arising on cash flow hedg-
es, to the extent that they are effective, are recog-
nised directly in equity.

Forward foreign exchange contracts are valued
by using discounted cash flow models. Changes in
fair value are calculated by comparing this with the
original amount calculated by using the contract for-
ward rate prevailing at the beginning of the contract.
Changes in the fair value on these instruments are
reported in the income statement except to the ex-
tent that they qualify for cash flow hedge accounting.

* Non derivative financial liabilities

Fair value, which is determined for disclosure pur-
poses, is calculated based on the present value of
future principal and interest cash flows, discounted
at the market rate of interest at the reporting date.



Changes in accounting policies
The following are financial reporting pronounce-
ments issued by the IASB, but not yet applied.

[1] Significant accounting policies

Standard  Interpretation Publication Date of mandatory ~ Endorse- Prospective Implications
IASB application ment EU for BMW Finance NV
IFRS 1 Amendments with Respect to Fixed 20.12.2010 1.7.2011 No None
Transition Dates and Severe Inflation
IFRS 1 Amendments relating to Government 13.3.2012  1.1.2013 No None
Loans at a Below Market rate of Interest
IFRS 7 Notes Disclosures: Offsetting of Financial 16.12.2011 1.1.2013 No Insignificant
Assets and Financial Liabilities
IFRS 9 Financial Instruments 12.11.2009/ 1.1.2015 No Significant in principle
29.10.2010
16.12.2011
IFRS 10  Consolidated Financial Statements 1252011 1.1.2013 No Significant in principle
IFRS 11 Joint Arrangements 1252011  1.1.2013 No Significant in principle
IFRS 12  Disclosure of Interest in Other Entities 1252011 1.1.2013 No Significant in principle
Changes in transitional regulations
(IFRS 10, IFRS 11 and IFRS 12 28.6.2012
IFRS 13  Fair Value Measurement 1252011 1.1.2013 No Significant in principle
IAS 1 Changes to Presentation of ltems in 16.6.2011  1.7.2012 1.7.2012 Significant in principle
Other Comprehensive Income (OClI)
IAS 12 Recovery of Underlying Assets 20.12.2010 1.1.2012 No Insignificant
IAS 19 Changes in Accounting for Employee 16.6.2011  1.1.2013 1.1.2013 Significant in principle
Benefits, in particular for Termination
Benefits and Pensions
IAS 27 Separate Financial Statements 1252011 1.1.2013 No None
IAS 28 Investments in Associates and 1252011 1.1.2013 No None
Joint Ventures
IAS 32 Offsetting of Financial Assets and 16.12.2011 1.1.2014 No Insignificant
Financial Liabilities
IFRIC 20  Stripping Costs in the Production 19.10.2011 1.1.2013 No None
Phase of a Mine
Annual Improvements to IFRS 2009-2011  17.5.2012 Insignificant
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[1] Significant accounting policies

The accounting policies set out below have been
applied consistently to all periods presented in
these consolidated financial statements, and have
been applied consistently by the Company’s enti-
ties, except as explained in note which addresses
changes in accounting policies.

Accounting for business combinations

The Company applies the acquisition method for
the business combinations, other than those under
common control. Control is the power to govern the
financial and operating policies of an entity so as to
obtain benefits from its activities. In assessing con-
trol, the Company takes into consideration potential
voting rights that currently are exercisable. The
acquisition date is the date on which control is
transferred to the acquirer. Judgement is applied in
determining the acquisition date and determining
whether control is transferred from one party to
another.

The Company measures goodwill as the fair
value of the consideration transferred including the
recognised amount of any non-controlling interest in
the acquiree, less the net recognised amount
(generally fair value) of the identifiable assets ac-
quired and liabilities assumed, all measured as of
the acquisition date.

Consideration transferred includes the fair values
of the assets transferred, liabilities incurred by the
Company to the previous owners of the acquiree, and
equity interests issued by the Company. Considera-
tion transferred also includes the fair value of any
contingent consideration and share-based payment
awards of the acquiree that are replaced mandatorily
in the business combination. If a business combina-
tion results in the termination of pre-existing relation-
ships between the Company and the acquiree, then
the lower of the termination amount, as contained in
the agreement, and the value of the off-market ele-
ment is deducted from the consideration transferred
and recognised in other expenses.

The Company measures any non-controlling
interest at its proportionate interest in the identifia-
ble net assets of the acquiree. Transaction costs
that the Company incurs in connection with a busi-
ness combination, such as finder’s fees, legal fees,
due diligence fees, and other professional and con-
sulting fees are expensed as incurred.

Foreign currency
Transactions in foreign currencies are recorded at
the rates of exchange prevailing at the dates of the

individual transactions. At the end of the accounting
period the unsettled balances on foreign currency
receivables and liabilities are valued at the rates of
exchange prevailing at the year-end. Exchange rate
differences arising on translation are recognised in
the income statement. Quotations of market rates
are obtained from Reuters Ltd. Real time rates are
frozen on daily basis.

Property, plants and equipments

All items of property and equipment are considered
to have finite useful lives. They are recognised at
acquisition or manufacturing cost less scheduled
depreciation based on the estimated useful lives of
the assets. Depreciation on property and equipment
reflects the pattern of their usage and is generally
computed using the straight-line method. Com-
ponents of items of property and equipment with
different useful lives are depreciated separately.

Systematic depreciation is based on the following
useful lives, applied throughout the BMW Group:

Office buildings
Other equipment
|Leased assets

8to 50 years
4to 21 years
2.5to 10 years

Property, plants and equipments also include assets
relating to leases. The Company uses property,
plant and equipment as lessee on the one hand and
leases out vehicles produced by the Group and
other brands as lessor on the other. IAS 17 (Leases)
contains rules for determining, on the basis of risks
and rewards, the economic owner of the assets. In
the case of finance leases, the assets are attributed
to the lessee and in the case of operating leases the
assets are attributed to the lessor.

In accordance with IAS 17, assets leased under
finance leases are measured at their fair value at the
inception of the lease or at the present value of the
lease payments, if lower. The assets are depreciated
using the straight-line method over their estimated
useful lives or over the lease period, if shorter. The
obligations for future lease installments are recog-
nised as financial liabilities.

Where products are recognised by the Com-
pany as leased products under operating leases,
they are measured at manufacturing cost. All other
leased products are measured at acquisition cost.
All leased products are depreciated over the period
of the lease using the straight-line method down to
their expected residual value. If the recoverable
amount is lower than the expected residual value, an



impairment loss is recognised for the shortfall. A test
is carried out at each balance sheet date to deter-
mine whether an impairment loss recognised for an
asset in prior years no longer exists or has decreased.
In these cases, the carrying amount of the asset is
increased to the recoverable amount. The higher
carrying amount resulting from the reversal may not,
however, exceed the rolled-forward amortised cost
of the asset.

Financial instruments

Equity investments

The equity investments in which the Company has

no significant influence are carried:

(1) Atfairvalue when a quoted market price in an
active market is available or when fair value can
be estimated reliably using a valuation tech-
nique. Unrealised gains or losses are reported in
the available for sale reserve net of applicable in-
come taxes until such investments are sold, col-
lected or otherwise disposed of, or until such in-
vestment is determined to be impaired. Foreign
exchange differences are reported as part of the
fair value change in shareholders’ equity. On dis-
posal of the available for sale investment, the ac-
cumulated unrealised gain or loss included in
shareholders’ equity is transferred to profit or
loss.

(2) At cost or lower recoverable amount if the fair
value cannot be estimated reliably. In line with
IAS 39, the fair value of equity investments that
do not have a quoted market price in an active
market is only reliably measurable if:

— the variability in the range of reasonable fair
value estimates is not significant for that in-
strument; or

- the probabilities of the various estimates
within the range can be reasonably assessed
and used in estimating the fair value.

Non-derivative financial assets

The Company initially recognises loans and receiva-
bles and deposits on the date that they are originat-
ed. All other financial assets are recognised initially
on the trade date at which the Company becomes a
party to the contractual provisions of the instrument.
The Company derecognises a financial asset when
the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the
contractual cash flows on the financial asset in a
transaction in which substantially all the risks and

rewards of ownership of the financial asset are
transferred. Any interest in transferred financial as-
sets that is created or retained by the Company is
recognised as a separate asset or liability. Financial
assets and liabilities are offset and the net amount
presented in the statement of financial position
when, and only when, the Company has a legal right
to offset the amounts and intends either to settle on
a net basis or to realise the asset and settle the
liability simultaneously.

Loans and receivables

Loans and receivables are financial assets with fixed
or determinable payments that are not quoted in an
active market. Such assets are recognised initially at
fair value plus any directly attributable transaction
costs. Subsequent to initial recognition loans and
receivables are measured at amortised cost using
the effective interest method, less any impairment
losses. Loans and receivables comprise receivables
from BMW group companies, trade and other re-
ceivables.

Marketable securities

The Company classifies its non-current marketable

securities as loans and receivables, since no quoted
market prices are available and the fair value cannot

be determined reliably.

Cash and cash equivalents (including Euro cash
pool)

Cash and cash equivalents comprise cash balances
and call deposits with original maturities of three
months or less. The Company is holder of the Euro
cash pool. The form of the Euro cash pool is zero-
balancing where all account balances are automati-
cally transferred to one control account held by the
Company. Funds moving into this account create in-
ter-company loans between the Company and the
Euro cash pool participants.

Non-derivative financial liabilities

The Company initially recognises debt securities
issued on the date that they are originated. All other
financial liabilities are recognised initially on the
trade date at which the Company becomes a party
to the contractual provisions of the instrument. The
Company derecognises a financial liability when its
contractual obligations are discharged or cancelled
or expire. Financial assets and liabilities are offset
and the net amount presented in the statement of fi-
nancial position when, and only when, the Company
has a legal right to offset the amounts and intends
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either to settle on a net basis or to realise the asset
and settle the liability simultaneously.

The Company has the following non-derivative
financial liabilities: debt securities, loans due to
banks, loans due to BMW Group companies and
trade and other payables. Such financial liabilities
are recognised initially at fair value plus any directly
attributable transaction costs. Subsequent to initial
recognition these financial liabilities are measured
at amortised cost using the effective interest
method.

Share capital

Ordinary shares are classified as equity. There are
no preference share capital or compound financial
instruments issued by the Company.

Derivative financial instruments, including hedge
accounting
The Company holds derivative financial instruments
to hedge its foreign currency and interest rate risk
exposures. Embedded derivatives are separated
from the host contract and accounted for separately
if the economic characteristics and risks of the host
contract and the embedded derivative are not close-
ly related, a separate instrument with the same terms
as the embedded derivative would meet the defini-
tion of a derivative, and the combined instrument is
not measured at fair value through profit or loss.
Derivatives are recognised initially at fair value;
attributable transaction costs are recognised in profit
or loss as incurred. Subsequent to initial recognition,
derivatives are measured at fair value, and changes
therein are accounted for as described below.

Other non-trading derivatives

When a derivative financial instrument is not held for
trading, and is not designated in a qualifying hedge
relationship, all changes in its fair value are recog-
nised immediately in profit or loss.

Financial guarantees

Financial guarantee contracts are accounted initially

at their fair value, and subsequently measured at the

higher of:

- The amount of the obligation under the contract,
as determined in accordance with IAS 37
Provisions.

— Contingent liabilities and contingent assets; and
the amount initially recognised less, where
appropriate, cumulative amortisation recognised
in accordance with the revenue recognition
policies as set out in financial income.

The fees related to the guarantees are recognised in
the income statement on an accrual basis over the
commitment period.

Hedge accounting

On initial designation of the hedge, the Company
formally documents the relationship between the
hedging instrument(s) and hedged item(s), includ-
ing the risk management objectives and strategy in
undertaking the hedge transaction, together with
the methods that will be used to assess the effec-
tiveness of the hedging relationship. The Company
makes an assessment, both at the inception of the
hedge relationship as well as on an ongoing basis,
whether the hedging instruments are expected to
be “highly effective” in offsetting the changes in the
fair value or cash flows of the respective hedged
items during the period for which the hedge is
designated, and whether the actual results of each
hedge are within a range of 80-125 percent.

Cash flow hedges

When a derivative is designated as the hedging
instrument in a hedge of the variability in cash flows
attributable to a particular risk associated with a
recognised asset or liability or a highly probable fore-
cast transaction that could affect profit or loss, the
effective portion of changes in the fair value of the
derivative is recognised in other comprehensive
income and presented in the hedging reserve in
equity. The amount recognised in other compre-
hensive income is removed and included in profit or
loss in the same period as the hedged cash flows
affect profit or loss under the same line item in the
statement of comprehensive income as the hedged
item. Any ineffective portion of changes in the fair
value of the derivative is recognised immediately in
profit or loss.

When the hedged item is a non-financial asset,
the amount accumulated in equity is included in the
carrying amount of the asset when the asset is rec-
ognised. In other cases the amount accumulated in
the other comprehensive income is reclassified to
profit or loss in the same period that the hedged
item affects profit or loss. If the hedging instrument
no longer meets the criteria for hedge accounting,
expires or is sold, terminated or exercised, or the
designation is revoked, then hedge accounting is
discontinued prospectively. If the forecast transac-
tion is no longer expected to occur, then the balance
in other comprehensive income is reclassified in
profit or loss.



Fair value hedges

Changes in the fair value of a derivative hedging
instrument designated as a fair value hedge are
recognised in profit or loss. The hedged item also

is stated at fair value in respect of the risk being
hedged; the gain or loss attributable to the hedged
risk is recognised in profit or loss with an adjustment
to the carrying amount of the hedged item.

Impairment

Financial assets

A financial asset not carried at fair value through
profit or loss is assessed at each reporting date to
determine whether there is objective evidence that
itis impaired. A financial asset is impaired if objec-
tive evidence indicates that a loss event has oc-
curred after the initial recognition of the asset, and
that the loss event had a negative effect on the esti-
mated future cash flows of that asset that can be es-
timated reliably.

An impairment loss in respect of a financial as-
set measured at amortised cost is calculated as the
difference between its carrying amount and the
present value of the estimated future cash flows dis-
counted at the asset’s original effective interest rate.

Non-financial assets

The carrying amounts of the Company’s non-finan-
cial assets, other than deferred tax assets, are re-
viewed at each reporting date to determine whether
there is any indication of impairment. If any such in-
dication exists, then the asset’s recoverable amount
is estimated.

The recoverable amount of an asset or cash-
generating unit is the greater of its value in use and
its fair value less costs to sell. In assessing value in
use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects current market assessments of the time
value of money and the risks specific to the asset.
For the purpose of impairment testing, assets that
cannot be tested individually are grouped together
into the smallest group of assets that generates
cash inflows from continuing use that are largely
independent of the cash inflows of other assets or
groups of assets (the “cash-generating unit, or
CGU”).

An impairment loss is recognised if the carrying
amount of an asset or its CGU exceeds its estimated
recoverable amount. Impairment losses are recog-
nised in profit or loss. An impairment loss is re-
versed if there has been a change in the estimates

used to determine the recoverable amount. An
impairment loss is reversed only to the extent that
the asset’s carrying amount does not exceed the
carrying amount that would have been determined,
net of depreciation or amortisation, if no impairment
loss had been recognised.

Receivables from sales financing

Leases in terms of which the Company assumes
substantially all the risks and rewards of ownership
are classified as finance leases. Assets leased under
finance leases are measured at their fair value at the
inception of the lease or at the present value of the
lease payments, if lower. The assets are depreciated
using the straight line method over their estimated
useful lives or over the lease period, if shorter.

Inventories

Inventories of supplies and goods for resale, primarily
BMW and MINI vehicles, are stated at the lower of
average acquisition cost and net realisable value. Net
realisable value is the estimated selling price in the
ordinary course of business, less the estimated costs
of completion and selling expenses. A provision for
obsolete stock is accounted for the difference
between acquisition cost and the net realisable value.

Revenues

Revenues from the sale of products are recognised
when the risks and rewards of ownership of the
goods are transferred to the customer, provided that
the amount of revenue can be measured reliably, it
is probable that the economic benefits associated
with the transaction will flow to the entity and costs
incurred or to be incurred in respect of the sale can
be measured reliably. Revenues are stated net of
settlement discount, bonuses and rebates. Reve-
nues also include lease rentals and interest income
earned in conjunction with financial services. Reve-
nues from leasing instalments relate to operating
leases and are recognised in the income statement
on a straight line basis over the relevant term of the
lease. If the sale of products includes a determina-
ble amount for subsequent services (multiple-com-
ponent contracts), the related revenues are deferred
and recognised as income over the period of the
contract. Amounts are normally recognised as in-
come by reference to the pattern of related expendi-
ture. Profits arising on the sale of vehicles for which
a Group company retains a repurchase commitment
(buy-back contracts) are not recognised until such
profits have been realised. The vehicles are includ-
ed in inventories and stated at cost.
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Cost of Sales

Cost of sales comprises the cost of products sold
and the acquisition cost of purchased goods sold.
In addition to directly attributable material and
production costs, it also includes research costs
and development costs not recognised as assets,
the amortisation of capitalised development costs
as well as overheads (including depreciation of
property, plant and equipment and amortisation of
other intangible assets relating to production) and
write-downs on inventories. Cost of sales also
includes freight and insurance costs relating to
deliveries to dealers and agency fees on direct
sales. Expenses which are directly attributable to
financial services business and interest expense
from refinancing the entire financial services busi-
ness, including the expense of risk provisions and
write-downs, are reported in cost of sales.

Financial result
The financial result is the difference between finan-
cial income and financial costs. Financial income
comprises interest income on funds invested, divi-
dend income, changes in the fair value of financial
assets at fair value through profit or loss, and gains
on hedging instruments that are recognised in profit
orloss. Interest income is recognised as it accrues
in profit or loss, using the effective interest method.
Financial costs comprise interest expense on bor-
rowings, changes in the fair value of financial assets
at fair value through profit or loss, impairment losses
recognised on financial assets, and losses on hedg-
ing instruments that are recognised in profit or loss.
Foreign currency gains and losses are reported
on a net basis.

Dividends

Dividends proposed by the Board of Directors are
not recorded in the financial statements until the
Annual General Meeting of Shareholders has ap-
proved the proposal. Dividend income is recognised
in profit or loss on the date that the Company’s right
to receive payment is established.

Income tax
Income tax expense comprises current and deferred
tax. Current tax and deferred tax are recognised in
profit or loss except to the extent that it relates items
recognised directly in equity or in other comprehen-
sive income.

Current tax is the expected tax payable or
receivable on the taxable income or loss for the year,
using tax rates enacted or substantively enacted at

the reporting date, and any adjustment to tax
payable in respect of previous years. Current tax
payable also includes any tax liability arising from
the declaration of dividends (i.e. withholding taxes).

Deferred tax is recognised in respect of tempo-
rary differences between the carrying amounts of
assets and liabilities for financial reporting purposes
and the amounts used for taxation purposes.
Deferred tax is measured at the tax rates that are
expected to be applied to temporary differences
when they reverse, based on the laws that have
been enacted or substantively enacted by the
reporting date.

A deferred tax asset is recognised for unused
tax losses, tax credits and deductible temporary dif-
ferences, to the extent that it is probable that future
taxable profits will be available against which they
can be utilised. Deferred tax assets are reviewed at
each reporting date and are reduced to the extent
thatitis no longer probable that the related tax
benefit will be realised.

Employee benefits

Obligations for contributions to the pension plan
(“Group plan”) sponsored by BMW Nederland B.V.
are accounted for as if they are a defined contribu-
tion plan and are recognised as an expense in
income statement when they are due.

Earnings per share

The Company presents basic earnings per share
(EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable to
ordinary shareholders of the Company by the weight-
ed average number of ordinary shares outstanding
during the period, adjusted for own shares held.

Segment reporting
An operating segment is defined as a component
of the Company that engages in business activities
from which it may earn revenues and incur expens-
es, including revenues and expenses that relate to
transactions with any of the Company’s other com-
ponents. All operating segments’ operating results
are reviewed regularly by the Company’s director to
make decisions about resources to be allocated to
the segment and assess its performance, and for
which discrete financial information is available (see
note 2).

The activities of the Company are broken down
into the operating segments Automobiles, Motor-
cycles, Financial Services and Intergroup financing.



[2] Segment information

Given the nature of the activities of the Company,
the most significant segment is Intergroup financing
as this includes the intergroup financing activities. In
the consolidated financial statements the other
operating segments are Automobiles (including
Motorcycles) and Financial Services.

The Automobiles segment sells cars, motor-
cycles and off-road vehicles, under the brands
BMW and MINI as well as spare parts and accesso-
ries. This segment includes operating company
BMW Portugal Lda.

The principal lines of business of the Financial
Services segment are car leasing, fleet business,
retail customer and dealer financing. This segment
includes operating company BMW Renting (Portu-
gal) Lda. Holding and Group financing companies
are included in the Intergroup financing segment,
which includes operating companies BMW Finance
N.V. and BMW Espafia Finance S.L.

Eliminations comprise the effects of eliminating
business relationships between the operating
segments. Segment information is prepared in con-
formity with the accounting policies adopted for
preparing and presenting the Group Financial State-

The segment information with respect to the
balance sheet items is as follows:

ments. The change in accounting policy for leased
products did not have any impact on the operating
segments. Inter-segment receivables and payables,
provisions, income, expenses and profits are elimi-
nated in the column “Eliminations”. Inter-segment
sales take place at arm’s length prices.

The Automobiles segment is managed on the
basis of the profit before financial result. Capital
employed is the corresponding measure of segment
assets used to determine how to allocate resources.
Capital employed comprises all current and non-
current operational assets of the segment, after
deduction of liabilities used operationally which are
not subject to interest (e.g. trade payables).

The performance of the Financial Services seg-
ment is measured on the basis of profit or loss be-
fore tax. Net assets, defined as all assets less all lia-
bilities, are used as the basis for assessing the
allocation of resources.

The performance of the Intergroup financing
segment is assessed on the basis of profit or loss
before tax. The corresponding measure of segment
assets used to manage the Intergroup financing
segment is total assets less tax receivables and
investments.

30 June 2012 Automobiles Financial Intergroup  Eliminations Group
in euro thousand Services financing June 2012
Property, plant & equipment 655 71,642 9 - 72,306
Equity investments 15,642 - 1,265,621  (1,193,846) 87,417
Receivables from BMW Group Companies 6,281 1,198 27,917,565 (9,351) 27,915,693
Receivables from sales financing - 611 - - 611
Marketable security - - 58,000 - 58,000
Inventories 44,648 - - - 44,648
Derivative assets - - 1,013,926 (1,907) 1,012,019
Other receivables and miscellaneous assets 5,411 4,756 413,480 - 423,647
Deferred tax 6,829 - 2,240 - 9,069
Cash and cash equivalents 14,229 - 33,533 - 47,762
Total assets 93,695 78,207 30,704,374 (1,205,104) 29,671,172
Equity 23,131 11,870 835,679 (643,847) 226,833
Debt securities - - 21,775,895 - 21,775,895
Loans due to banks - 5,915 3,501,883 - 3,507,798
Liabilities due to BMW Group Companies 26,653 56,876 3,704,799 (558,347) 3,229,981
Tax liabilities 13,298 (126) (10,135) - 3,037
Derivative liabilities - - 344,062 (1,907) 342,155
Other liabilities 30,614 3,671 552,192 (1,004) 585,473
Total liabilities 70,565 66,336 29,868,696 (561,258) 29,444,339
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31 December 2011 Automobiles Financial Intergroup  Eliminations ~ Group 2011
in euro thousand Services financing

Property, plant & equipment 795 78,793 11 - 79,599
Equity investments 15,642 - 438,609 (366,834) 87,417
Receivables from BMW Group Companies 16,789 953 26,036,344 (43,505) 26,010,581
Receivables from sales financing - 515 - - 515
Marketable security - - 58,000 - 58,000
Inventories 39,286 - - - 39,286
Derivative assets - - 766,640 (2,613) 764,027
Other receivables and miscellaneous assets 6,037 4974 360,931 - 371,942
Deferred tax 4,654 - 1,839 - 6,493
Cash and cash equivalents 8,513 - 74,531 - 83,044
Total assets 91,716 85,235 27,736,905 (412,952) 27,500,904
Equity 34,371 11,954 590,503 (366,834) 269,994
Debt securities - - 21,822,522 - 21,822,522
Loans due to banks - 6,841 3,451,506 - 3,458,347
Liabilities due to BMW Group Companies 21,529 63,469 1,099,977 (42,721) 1,142,254
Tax liabilities 12,547 (75) 34 - 12,506
Derivative liabilities - - 246,156 (2,613) 243,543
Other liabilities 23,268 3,047 526,206 (783) 551,738
Total liabilities 57,344 73,282 27,146,401 (46,117) 27,230,910
The segment information with respect to the

income statement items is as follows:

30 June 2012 Automobiles Financial Intergroup  Eliminations Group
in euro thousand Services financing June 2012
Revenues 100,941 21,634 - (83) 122,492
Cost of sales (106,388) (20,131) - 8) (126,527)
Interestincome 78 - 764,085 (1,163) 763,000
Interest expenses (696) (931) (787,386) 1,233  (787,780)
Other financial income and expenses 1,411 (22) 155 - 1,544
Result from financial transactions - - (17,053) (29) (17,082)
Miscellaneous income and expenses (8,657) (529) (1,450) 142 (10,494)
Taxes 2,072 (197) 10,646 - 12,521
Segment result (11,239) (176) (31,003) 92 (42,326)
30 June 2011 Automobiles Financial Intergroup  Eliminations Group
in euro thousand Services financing June 2011
Revenues - - - - -
Cost of sales - - - - -
Interest income - - 585,079 (1,153) 583,926
Interest expenses - - (631,348) 1,153  (630,195)
Other financial income and expenses - - 759 759
Result from financial transactions - - (29,377) - (29,377)
Miscellaneous income and expenses - - (1,557) - (1,557)
Taxes - - 19,176 - 19,176
Segment result - - (57,268) - (57,268)

Allincome statement items June 2011 relate to the segment Intergroup financing.



[3] Revenues

Revenues by activity comprise the following:
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in euro thousand 30.06.2012
Sales of products and related goods 100,768
Income from lease instalments 21,724
Total 122,492

The subsidiaries BMW Portugal Lda. and BMW
Renting (Portugal) Lda. have effectively been con-
solidated as of 31 December 2011 in these financial

[4] Costs of sales

Costs of sales comprises:

statements, therefore revenues and cost of sales as
of 30 June 2011 are not included in the financial
statements.

in euro thousand 30.06.2012
Material costs (111,939)
Depreciation (10,213)
Warranty and goodwill (724)
Freight (281)
Other costs (3,370)
Total (126,527)

The subsidiaries BMW Portugal Lda. and BMW
Renting (Portugal) Lda. have effectively been con-
solidated as of 31 December 2011 in these financial

[5] Interest income and expense

Total interest income and expense for financial
assets and liabilities comprise the following

statements, therefore revenues and cost of sales as
of 30 June 2011 are not included in the financial
statements.

in euro thousand 30.06.2012 30.06.2011
Interest income on financial assets at amortised cost 595,532 441,302
Interest income on financial assets at fair value 167,468 142,624
Interest Income 763,000 583,926
Interest expense on financial liabilities at amortised cost (382,372) (321,200)
Interest expense on financial liabilities at fair value (405,408) (308,995)
Interest Expense (787,780) (630,195)
Interest margin (24,780) (46,269)

Asset and liabilities at fair value stem from financial
derivative instruments. Non derivative financial in-
struments have not been measured at fair value un-
less included in a hedging relationship.

The interest rate result was positively affected by a
liquidity fee of BMW AG. This fee is calculated over

the surplus liquidity at BMW Finance N.V. In this

case the average costs of funds are compared with

the proceeds of the surplus liquidity.
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05 Responsibility statement
06 Consolidated statement of
comprehensive income in euro thousand 30.06.2012 30.06.2011
07 Consolidated statement of financial
09 dated statement of cash
10 Consolidated statement of changes Ineffective portion of instruments included in a hedge relationship 25,360 (51,988)
in equity Revaluation of derivatives not included in a hedge relationship (42,442) 22,611
11 Notes to the Consolidated Financial
o O ONSAIGEEATIENEE Total (17,082) (29,377)
13 1. Significant accounting policies
oG gzggﬁf;imm“c" The loss of the derivatives not included in a hedge 22.6 million) is mainly related to interest rates swaps
21 4. Costs of sales relationship of euro 42.4 million (2011: gain of euro  to hedge the portfolio.
21 5. Interestincome and expense
22 6. Resultfrom financial transac-
tions
22 7. Taxes
23 8. Receivables from BMW Group [7] Taxes
companies . .
0l O DS Income taxes comprise the following:
25 10. Risk management
28 Statement of comprehensive in- . p
come in euro thousand 30.06.2012 30.06.2011
29 Statement of financial position
31 Statement of cash flov
32 Statement of changes in equity .
33 Notes o the Financial Statements  Current tax incomel(expense) 10,223 19,176
33 11. Accounting principles and poli- Deferred tax income/(expense) 2,298 _
cies
33 12. Interestincome and expense Total tax income/(expense) in income statement 12,521 19,176
33 13. Result from financial transac-
tions
34 14. Taxes
T Teemanesrom BMIWGow - Reconciliation of the effective tax rate:
in euro thousand 30.06.2012 30.06.2011
Income before tax (54,847) (76,444)
Income tax using the domestic corporate tax rate 25% - 30% 10,420 25.5% — 30% 19,176
Change in deferred taxes through income statement 2,298 -
Withholding tax charges (197) -
Total tax income/(expense) in income statement 12,521 19,176
Effective tax rate 22.8% 25.1%

The Company has agreed to use the IFRS account-
ing as a basis for the current tax calculation in The
Netherlands. The Company, a member of the fiscal
unity headed by BMW Holding B.V,, is jointly and
severally liable for the payment of any tax liability

of the fiscal unity. The wholly owned subsidiary
BMW Espania Finance S.L. presides over a fiscal
unity with its Spanish subsidiaries for income tax

and is severally liable for the tax debt of the whole
fiscal unit. Income tax payables comprise the
indebted taxes for the Spanish fiscal unity. BMW
Portugal Lda. presides over a fiscal unity with its
subsidiary BMW Renting (Portugal) Lda. for income
tax and is severally liable for the tax debt of the
whole Portuguese fiscal unity.



[8] Receivables from BMW Group companies
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in euro thousand 30.06.2012 30.06.2011
Non-current from BMW Group companies 9,582,962 9,532,245
Current receivables from BMW Group companies 18,332,731 16,478,336
Total receivables from BMW Group companies 27,915,693 26,010,581

The Company provided a subordinated loan of
euro 34 million to Bavarian Sky S.A., Luxemburg
(outstanding as at 30 June 2012 euro 4.9 million)
to fund the cash reserve (second loss position) of
the securitisation program. The loan amounts to
4.25% of the total program’s nominal value and

The weighted average maturity period and the
weighted average effective interest rate of the
receivables from BMW Group companies during
the first half of the financial year 2012 are:

matures contractually in January 2018. The coupon
is based on 1 month Euribor plus a fixed credit
spread. The first loss is covered by the program’s
excess spread. During the financial year no funds

have been drawn from the cash reserve.

in euro thousand Outstanding Weighted average Weighted average

maturity period  effective interest rates
(inyears) (in %)

Receivables from parent (BMW Holding B.V.) 707,466 1.58 0.22

Receivables from affiliated companies 26,996,909 1.20 1.69

Trade receivables from BMW group companies 211,318 30 days None

Total 27,915,693

For the non-current receivables these figures were

during the financial year 2011 as follows:

in euro thousand Outstanding Weighted average Weighted average
maturity period  effective interest rates

(inyears) (in %)

Receivables from parent (BMW Holding B.V.) 707,466 2.08 2.60

Receivables from equity investments 9,565 213 2.22

Receivables from affiliated companies 24,627,433 1.28 2.06

Cash pool from BMW group companies 481,911 Daily EONIA + spread

Trade receivables from BMW group companies 184,206 30 days None

Total 26,010,581

The following table shows the maturity structure of

the receivables from BMW Group companies:

in euro thousand Maturity within Maturity between Maturity later Total

one year one and five years than five years
30.06.2012 18,332,731 9,023,769 559,193 27,915,693
31.12.2011 16,478,336 8,890,784 641,461 26,010,581
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82 ng;g::\bﬁﬁ;:yﬂ(m(m [9] Debt securities
06 Consolidated statement of Debt securities include both hedged and unhedged
cornpreheﬂswe income e .
07 Consolidated statement of financial debt SeCUrItIeS, as We” as CommerCIal paper-
position
09 Consolidated statement of cash in euro thousand 30.06.2012 31.12.2011
flows R o
10 Consolidated statement of changes
in equity
11 Notes to the Consolidated Financial
g{ffﬁf;f creoldaed e Debt securities part of a fair value hedge relationship 11,779,773 12,595,733
1; l ggmﬁca:\ a{ccouv;lmg policies Debt securities part of a cash flow hedge relationship 330,376 95,774
egment information
21 3. Revenues Debt securities at amortised cost 8,369,509 5,604,121
g 4. Costs ofsales . Commercial paper 1,296,237 3,526,894
5. Interestincome and expense
22 6. Resultfrom financial transac- Total 21,775,895 21,822,522
tions
22 7. Taxes
23 8. Receivables from BMW Group
24 9. Dobt eeouriios The Bonds under the EMTN Program and other
25 10. Risk management securities issued by BMW Finance comprise:
28 Statement of comprehensive in-
come
29 Statement offinancial position Interest Currency  Issue volume in millions Weighted average Weighted average
31 Statement of cash flows remaining maturity effective interest
32 Statement of changes in equity iod (i te (in %)
33 Notes to the Financial Statements period (in years) rate(in %o
33 11. Accounting principles and poli-
cies .
33 12. Interest income and expense Variable AUD 200 15 319
33 13. Result from financial transac- Variable EUR 1.210 1,7 0,4
tions
34 14, Taxes Variable HKD 300 3,0 0,5
34 15. Receivables from BMW Group Variable JPY 12.500 18 0.2
companies : 4 !
Variable SEK 3.240 1,7 2,4
Variable uUSshD 420 1,5 0,3
Fixed AUD 550 3,6 6,4
Fixed CAD 125 2,0 2,2
Fixed CHF 300 6,0 1,8
Fixed EUR 13.847 6,1 4,2
Fixed GBP 1.050 6,9 3,9
Fixed HKD 836 3,0 2,0
Fixed JPY 56.600 1,2 0,7
Fixed NOK 6.850 3,2 3,6
Fixed NzZD 100 3,0 48
Fixed SEK 1.000 3,0 38
BMW AG unconditionally and irrevocably guaran- pany participates in the euro 5.0 billion Multi-Cur-
tees all debt securities of the Company, including rency Commercial Paper Programme established by
debt securities issued under the EMTN Pro- BMW AG. BMW Finance N.V., BMW UK Capital,
gramme. and BMW Coordination Center V.O.F. support flexi-

ble and broad access to capital markets. Since May
The EMTN Programme of a total of euro 35.0 billion 2006, the Company acts as an issuer under the
has been used in several currencies by the Compa-  euro 2.0 billion French Commercial Paper (Billets de
ny. Further issuers are BMW AG, BMW US Capital, Trésorerie) Programme established by the Compa-
LLC, BMW Coordination Center V.O.F,, BMW Aus- ny. Debt issuances under these programmes have
tralia Finance Limited, BMW (UK) Capital plc and unconditional and irrevocable guarantees from
BMW Japan Finance Corp. Furthermore the Com- BMW AG.



The outstanding balances with respect to the com-
mercial paper programs at year-end are fully related
to the euro 5.0 Multi-Currency Commercial Paper
Program. The average maturity and interest rates
are presented in the table below:

25

in euro thousand

Outstanding Weighted average

maturity period (in years)

Weighted average
interest rates (in %)

2012

2011 2012 2011 2012 2011

Total 1,296,237

3,526,894 0.31 0.28 0.28 1.32

[10] Risk management

The exposure of the Company can be broken down
into two main categories: financial and non-financial
risks.

Financial Risks

The formal procedures and policies operated
by the Company to cover banking, foreign exchange
and other treasury matters are consistent with
objectives and policies for financial risk manage-
ment within the BMW Group. The Company’s policy
is not to take positions in derivative financial instru-
ments with the aim of profit realisation.

The Company has exposure to the following
risks from its use of financial instruments:

e credit risk

* liquidity risk

* market risk

* operational risk.

This note presents information about the
Group's exposure to each of the above risks, the
Group’s objectives, policies and processes for
measuring and managing risk, and the Group'’s
management of capital. Further quantitative dis-
closures are included throughout these consoli-
dated financial statements.

Risk management framework

Credit Risk
Credit risk result from the risk of default of internal
or external counterparties. Given the activities of the
company, the credit risk is mainly related to the
Treasury and the intergroup financing activities.
The amount recognised in the balance sheet
of the Company for financial assets is, ignoring any
collateral received, the maximum credit risk in the
case that counterparties are unable to fulfil their
contractual obligations. In the case of derivative
financial instruments, the Company is also exposed

to credit risk, which results from the non-perform-
ance of contractual agreement on the part of the
counterparty. This credit risk, for Treasury activities
is mitigated by entering into such contracts only
with parties of first-class credit standing. Further-
more, the Company participates in a BMW Group
wide limit system that continually assesses and
limits the credit exposure to any single external
counterparty.

All receivables from BMW Group companies
are guaranteed by BMW AG when the aggregated
losses on these receivables exceed euro 2 million.
As a result, impairment of intergroup receivables is
substantially mitigated. The guarantee fee incurred
by the Company is recognised in interest expense.

The BMW Group policy is to provide financial
guarantees only to wholly-owned subsidiaries. The
residual maximum exposure is primarily related to
derivative assets and short term deposits with first-
class counterparties.

The Company has made provisions for uncol-
lectability in the financial lease receivables. Within
the financial services business, the financed items
(e.g. vehicles and motorcycles) serve as first-ranking
collateral with a recoverable value.

Liquidity risk

Liguidity risk is the risk that the Company cannot
meet its financial liabilities when they come due,
atreasonable costs and in a timely manner. As a
result, the Company’s borrowing capacity may be
influenced and its financing costs may fluctuate.
The cash and short-term deposits as well as the
Multi Currency Revolving Credit Facility of the BMW
Group mitigate the liquidity risk for the Company.
Furthermore, the Company uses uncommitted
credit lines with banks and bank loans to cover liqui-
dity needs. The diversification of debt instruments
for debt financing reflects the successful financial
strategy of the BMW Group. BMW AG uncondi-
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tionally and irrevocably guarantees all debt securi-
ties issued under the EMTN Programmes.

The maturity analysis comprises undiscounted
cash flows without interest payables, except the
derivatives instruments are accounted at discount-
ed cash flows. Changes in maturity structure result
from exploiting funding opportunities in a tense
market.

The increase in the credit spreads has negati-
vely affected the cost of capital and, therefore, the
operating result of the Company. Further changes in
credit spreads could arise from changes in demand
for term debt instruments on capital markets, the re-
moval of the unconditional and irrevocable guaran-
tees of BMW AG form the above-mentioned debt-
issuance programs in which the Company
participates, credit standards for loans to enterprises
turning for the worse and impacting also the lending
conditions for the BMW Group negatively and a de-
creasing willingness of banks to provide credit lines
and loans.

Market risk
The Company is exposed to market risk, which
comprises interest rate risk and currency risk.

Interest rate risk

Interest rate risk refers to potential changes of value
in financial assets, liabilities or derivatives in response
to fluctuations in interest rates. The Company holds
a substantial volume of interest rate sensitive finan-
cial assets, liabilities and derivatives for operational,
financial and investment activities. Changes in inter-
est rates can have adverse effects on the financial
position and operating result of the Company. In
order to mitigate the impact of interest rate risk the
Company aims in general to change fixed to floating
interest rates. Furthermore, the Company continual-
ly assesses its exposure to this risk by using gap
analysis, value at risk analysis, and duration analysis.
Interest rate risk is managed through natural hedges
and hedged through the use of derivative financial
instruments, such as interest rate swaps. To man-
age the maturity gaps appropriate interest rate de-
rivatives are used.

The Company applies a value at risk-approach
for internal reporting purposes and to control the
frequency, extent, and size of possible losses in
such a way as to provide the minimum surprise.
The approach to value at risk is based on a historical
simulation, in which the potential future fair value
losses of the interest rate portfolios are compared
across the BMW Group with probable amounts

measured. Due to the aggregation of these results,
a risk reduction effect due to correlations between
the various portfolios is accomplished.

The entity implemented the Financial Strategy
of the BMW Group. The objective of interest rate
risk neutrality is accomplished when interest rate
gaps are managed in the manner that the economic
value of the portfolio of financial instruments is im-
munised to a considerable degree against changes
in interest rates. The Company monitors its interest
rate risk exposure continuously and prepares a
monthly report submitted to the Group Treasury with
recommendations to keep or reposition its portfolio
by applying financial derivatives. Together the Com-
pany and Group Treasury determine the due course
on the basis of the report delivered by the Company.
A primary risk measure when judging the interest
rate exposure of the entity is the present value of a
basis point of the portfolio. This concept indicates
how much the portfolio’s economic value, repre-
senting the sum of discounted cash flows of the
financial instruments, will move for each basis point
change in interest rates, assuming the change of in-
terest rates will be a parallel shift.

Currency risk

Currency risk or exchange rate risk refers to poten-
tial changes of value in financial assets, liabilities or
derivatives in response to fluctuations in exchange
rates. Changes in exchange rates can have adverse
effects on the financial position and operating result
of the Company. In order to mitigate the impact of
currency risk arising from operational, financial and
investment activities, the Company continually as-
sesses its exposure to this risk. Currency risk is
managed and hedged through the use of derivative
instruments, such as forward contracts, options and
Cross currency swaps. For strategic reasons, the
Company has minor unhedged foreign currency
debt positions.

Non-Financial Risks

Operating Risks

Non financial risks could arise from operating risks.
Risks mainly result from the use of computer sys-
tems and information technology. The Company us-
es computer systems to monitor financial positions
and daily cash flows and to process payments to
internal and external counterparties. System failures
can, therefore, lead to delays in payment processes.
Further operating risks can arise in connection with
the settlement of financial transactions. The man-



agement of daily cash flows at the Company de-
pends on the timely receipt of funds from external
institutions who act as counterparties to financial
transactions, such as bonds, swaps or other deriva-

27

tive financial instruments. To avoid negative impacts
of system failures, all key systems are set up in par-
allel and/or backup facilities or available within the
BMW Group.
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BMW Finance N.V.

Statement of comprehensive income

Statement of comprehensive income

in euro thousand Notes 1 January to 1 January to
30June 2012 30 June 2011
Interestincome BMW Group companies 323,960 247,782
Interestincome Third parties 438,743 335,065
Interest income [12] 762,703 582,847
Interest expense BMW Group companies (12,557) (4,807)
Interest expense Third parties (773,716) (625,855)
Interest expense [12] (786,273) (630,662)
Interest margin (23,570) (47,815)
Result from other financial income and expenses (326) 261
Result from fair value measurement of financial instruments [13] (17,575) (28,895)
Financial income (41,471) (76,449)
Miscellaneous income & expenses (625) (606)
Income before taxation (42,096) (77,055)
Taxes [14] 10,524 19,264
Netincome (31,572) (57,791)
Statement of comprehensive income
in euro thousand Notes 1 January to 1 January to
30June 2012 30 June 2011
Netincome (31,572) (57,791)
Effective portion of changes in fair value of cash flow hedges (1,114) (1,903)
Deferred tax on other comprehensive income 279 476
Other comprehensive income for the period after tax (835) (1,427)
Total comprehensive income for the period (32,407) (59,218)




BMW Finance N.V.

Statement of financial position
As at 31 December (Before appropriation of result)
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Assets Notes 30.06.2012 31.12.2011
in euro thousand

Investments in subsidiaries 47,646 47,646
Receivables from BMW Group companies [15] 9,582,961 9,532,245
Marketable securities 58,000 58,000
Derivative assets 855,001 654,901
Deferred tax 614 335
Non-current assets 10,544,222 10,293,127
Receivables from BMW Group companies [15] 18,227,854 16,398,204
Derivative assets 158,559 110,406
Interest receivables and other receivables 413,475 360,928
Cash and cash equivalents 33,208 74,449
Current assets 18,833,096 16,943,987
Total assets 29,377,318 27,237,114
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Equity and liabilities Notes 30.06.2012 31.12.2011
in euro thousand

Issued capital 1,750 1,750
Share premium reserve 55,488 55,488
Hedging reserves (1,841) (1,006)
Retained earnings 36,940 98,807
Undistributed income (31,572) (61,867)
Equity 60,765 93,172
Debt securities [9] 16,010,718 13,369,805
Loans due to banks 2,119,050 3,381,503
Derivative liabilities 237,226 164,554
Deferred tax liabilities - -
Non-current liabilities 18,366,994 16,915,862
Debt securities [9] 5,765,177 8,452,717
Loans due to banks 1,382,834 70,003
Liabilities due to BMW Group companies 3,154,798 1,099,364
Derivative liabilities 105,295 80,322
Income tax liability (10,537) -
Interest payables and other liabilities 551,992 525,674
Current liabilities 10,949,559 10,228,080
Total equity and liabilities 29,377,318 27,237,114




BMW Finance N.V.
Statement of cash flows
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in euro thousand 1 January to 1 January to
30June 2012 30 June 2011
Net income for the year (31,572) (57,791)
Adjustments for non-cash items
Unrealised foreign exchange losses/(gains) (836) -
Fair value measurement losses/(gains) 17,575 1,427
Taxes (10,816) 473
Amortization financial instruments (14,596) 10,741
Changes in operating assets and liabilities
Receivables from BMW Group companies (1,880,365) 285,357
Receivables and other assets (52,547) 3,902
Derivatives (45,059) 151,817
Debt securities (155,154) (1,405,430)
Loans due to banks 50,376 192,587
Liabilities to BMW Group companies 2,055,435 723,749
Other liabilities 26,317 (53,721)
Income tax paid/received - (29,264)
Cash flow from operating activities (41,242) (166,153)
Marketable securities - -
Cash flow from investing activities - -
Cash flow from financing activities - -
Net increase/decrease in cash and cash equivalents (41,242) (166,153)
Cash and cash equivalents at January 1 74,450 232,392
Cash and cash equivalents at June 30 33,208 66,239
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BMW Finance N.V.

Statement of changes in equity

in euro thousand Issued Share Hedging Retained Undis- Total

capital premium reserve earnings tributed

reserve income

1 January 2011 1,750 55,488 336 116,089 41,142 214,805
Total i comprehensive income 2011 recognised
in the profit and loss account (57,791) (57,791)
Total comprehensive income 2011 recognized directly in equity 1,426 1,426
Total comprehensive income in the period - - 1,426 - (57,791) (56,365)
Appropriation of results 2010 41,142 (41,142) -
30 June 2011 1,750 55,488 1,762 157,231 (57,791) 158,440
1 January 2012 1,750 55,488 (1,006) 98,807 (61,867) 93,172
Total income and expenses 2012 recognized
in the profit and loss account (31,572) (31,572)
Total income and expenses in 2012 recognised
directly in equity (835) (835)
Total comprehensive income in the period - - (835) - (31,572) (32,407)
Appropriation of results 2011 (61,867) 61,867 -
30 June 2012 1,750 55,488 (1,841) 36,940 (31,572) 60,765




BMW Finance N.V.
Notes to the Financial Statements

[11] Accounting principles and policies
The accounting principles of BMW Finance N.V.
Company’s financial statements correspond with
the accounting principles used in the consolida-
ted financial statements of BMW Finance N.V.
(i.e. International Financial Reporting Standards
(IFRS) as endorsed by the European Union and
issued by the International Accounting Standards
Board (IASB) and Part 9 of Book 2 of the Nether-
lands Civil Code) with the exception of investments
in subsidiaries.

Investments in subsidiaries
The Company carries its investments in Group-
and associated companies at historic cost less pro-

[12] Interest income and expense
Total interest income and expense for financial
assets and liabilities comprise the following:

33

vision for any diminution in value deemed to be of a
permanent nature. These provisions are determined
on the following basis:

Provisions for losses on disposal or liquidation
of an investment are made when such losses can
reasonably be foreseen. The value of the Compa-
ny’s investments, other than companies intended
for disposal or liquidation, is assessed each year
on an individual basis and any impairment loss is
recognised on this basis.

Dividends from investments in subsidiaries are
recorded when declared by the investment’s Annual
General Meeting of Shareholders.

in euro thousand 30.06.2012 30.06.2011
Interest income on financial assets at amortised cost 595,235 440,223
Interest income on financial assets at fair value 167,468 142,624
Interest Income 762,703 582,847
Interest expense on financial liabilities at amortised cost (380,865) (321,167)
Interest expense on financial liabilities at fair value (405,408) (308,996)
Interest Expense (786,273) (630,663)
Interest margin (23,570) (47,516)

Asset and liabilities at fair value stem from financial
derivative instruments. Non derivative financial in-
struments have not been measured at fair value un-
less included in a hedging relationship.

[13] Result from financial transactions

The interest rate result was positively affected by a
liquidity fee of BMW AG This fee is calculated over
the surplus liquidity at BMW Finance N.V. In this
case the average costs of funds are compared with
the proceeds of the surplus liquidity.

in euro thousand 30.06.2012 30.06.2011
Ineffective portion of instruments included in a hedge relationship 25,360 (51,988)
Revaluation of derivatives not included in a hedge relationship (42,935) 23,093
Total (17,575) (28,895)

The loss of the derivatives not included in a hedge
relationship of euro 42.9 million (201 1: gain of euro

23.1 million) is mainly related to interest rates swaps
to hedge the portfolio.
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03 Directors’ Report ['I 4] Taxes
05 Responsibility statement . i
06 Consolidated statement of Income taxes comprise the following:
co’npre%eﬂswe income
07 Consolidated statement of financial - N
position in euro thousand 30.06.2012 30.06.2011
09 Consolidated statement of cash
flows
10 Consolidated statement of changes
in equity Current tax incomel/(expense) 10,524 19,264
11 Notes to the Consolidated Financial .
Statements Deferred tax incomel(expense) - -
13 1. Significant accounting policies Total tax income/(expense) in income statement 10,524 19,264
19 2. Segment information
21 3. Revenues
21 4. Costs of sales
21 5. Interestincome and expense R .
22 6. Result from financial transac- Reconciliation of the effective tax expense:
tions
22 7. Taxes .
23 8. Receivables from BMW Group in euro thousand 30.06.2012 30.06.2011
companies
24 9. Debt securities
25 10. Risk management
28 Statement of comprehensive in- Income before tax (42,096) (77,055)
come H H
29 Statement of financial position Income tax using the domestic
31 Statement of cash fl corporate tax rate 25% 10,524 25.5% 19,264
32 Statement of changes in equity . N
33 Notes to the Financial Statements Tax charges relating to other periods — _
33 11, Accounting principles and poli- - Total tax income/(expense) in income statement 10,524 19,264
cies
33 12. Interest income and expense
33 13. Result from financial transac- Effective tax rate 25.0% 25.0%
tions
34 14. Taxes
3415 Fecovenestom BMWGrow The Company, a member of the fiscal unity headed
by BMW Holding B.V,, is jointly and severally liable
for the payment of any tax liability of the fiscal unity.
[15] Receivables from BMW Group companies
in euro thousand 30.06.2012 30.06.2011
Non-current from BMW Group companies 9,582,961 9,532,245
Current receivables from BMW Group companies/, 18,227,854 16,398,204
Total receivables from BMW Group companies 27,810,815 25,930,449
The weighted average maturity period and the
weighted average effective interest rate for the
receivables from BMW Group companies during
the first half year of 2012 are:
in euro thousand Outstanding Weighted average Weighted average
maturity period (in years) interest rates (in %)
Receivables from parent (BMW Holding B.V.) 707,466 0.22
Receivables from affiliated companies 26,910,960 1.69
Trade receivables from BMW group companies 192,389 none

Total

27,810,815




For the non-current receivables these figures were
during the financial year 2011 as follows:
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in euro thousand

Outstanding

Weighted average
maturity period (in years)

Weighted average
interest rates (in %)

Receivables from parent (BMW Holding B.V.) 707,466 2.08 2.24

Receivables from affiliated companies 24,565,426 1.28 2.06

Cash pool from BMW group companies 481,911 daily EONIA + spread

Trade receivables from BMW group companies 175,646 30 days none

Total 25,930,449

The following table shows the maturity structure of

the receivables from BMW Group companies:

in euro thousand Maturity within Maturity between Maturity later Total
one year one and five years than five years

30.06.2011 18,227,854 9,023,769 559,192 27,810,815

31.12.2011 16,398,204 8,890,784 641,461 25,930,449




