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A CORPORATE STRATEGY
IN TUNE WITH THE ENVIRONMENT

In our “Basics”, the compilation
of our corporate philosophy, we
have expressed our “Commitment
to Environmental Care” as follows:

“Our aim is to make sure that
our business objectives are in
harmony with environmental in-

terests. We constantly monitor

all of our operations for environ-

mental compatibility. EcoContact clearly
W I illustrates the way in
e encourage our employees W
to make their personal contribu- ecological objectives can
lead directly to prod-
tion to environmental protection ucts which are also
o superior when measured
and thus, simultaneously, to the by economic criteria.

success of our Company.”
Read about our accomplish-
ments in environmental protection

on page 30.




CONTINENTAL CORPORATION AT A GLANCE

1988 1989 1990 1991
Sales DM million  7,905.8 83819 8,551.0 9,376.9
Income/loss before taxes DM million ~ 338.7 369.3 1533 —122.9
Income/loss after taxes DM million 19438 227.8 934 — 1282
Dividend paid DM million 69.2 69.6 35.1 -
Cash flow DM million 6234 604.9 510.0 526.1
Debt ratio 1:5 1.9 3.5 4.7
Capital expenditure on property,
plant and equipment DM million  447.7 5324 689.5 829.3
Depreciation DM million ~ 375.8 367.5 378.0 531.0
Shareholders’ equity DM million  1,657.9 1,725.3 1,742.2 1,514.7
Equity ratio in % 30.4 319 28.2 228
Employees at year-end 45907 47495 51,064 49,877
Share price (high) DM 273.0 3582 345.5 2515
Share price (low) DM 169.5 236.5 189.5 180.0
Cover illustration:

The future belongs to suppliers of
complete systems. As a manufacturer of
tires, air springs, anti-vibration and
sealing systems, hose assemblies and
vehicle interiors, we are in an excellent
position to benefit from this trend.
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LETTER TO OUR SHAREHOLDERS

Dear Shareholders,

To a large extent, the 1992 financial statements
correspond to our expectations. After the excep-
tionally high charges of 1991, we are now once
again operating at a substantial profit. The
improvement in operating income is due primarily
to the General Tire Group, which was able, as
planned, to halve its losses,
and to the Passenger Tire and
ContiTech Groups. The Com-
mercial Vehicle Tire Group, on
the other hand, did not suc-
ceed in reaching the goals we
had set for it.

In North America and
Europe, the trend in the auto-
motive industry and the economy in general was
negative, especially in Germany. This situation will
deteriorate further in 1993. Against this back-
ground, Continental recorded an above-average
gain in sales, volume and earnings in the first half
of 1992, and a more modest result in the second.
With the exception of commercial vehicle tire pro-
duction, our plants in Europe and North America
operated at full capacity. On both these continents,
for some years now, we have made flexible use
of weekend shifts. It is our declared intention to
become a technological and cost leader in our
industry, offering tires and industrial rubber prod-

ucts attuned to the needs of our customers and
earning an appropriate return for our shareholders
through the dedication of our employees. We made
substantial progress toward this goal in 1992, but
there is still plenty to do, if we are to realize all the
synergies inherent in our tire operations, which
expanded greatly — due mainly to acquisitions —
in the 80’s. For example, we plan to have all the
plants adopt the methods of the one that proves to
be most cost-efficient. At present, the standard of
comparison is being established by our new truck
tire plant in Mt. Vernon, Illinois, where the work is
organized with Japanese-style efficiency.

The reorganization of our European tire
business into two customer-oriented Groups
responsible for their own results — Passenger
Tires, Tire Marketing and Sales and Commercial
Vehicle Tires, Environment and Tire Research —
has been successfully accomplished and is begin-
ning to bear fruit. We are taking this approach
one step further, within the Groups themselves, by
delegating responsibility for results, insofar as
possible, to the individual market organizations
and production facilities. Thanks to the radical
restructuring of the General Tire Group, which has
likewise been divided into largely independent
business units for passenger tires and commercial
vehicle tires, we can expect that this Group will
reach the breakeven point during 1993. The Conti-
Tech Group has already benefited in recent years
from making the individual business units respon-
sible for their own customers and markets and is
continuing to implement this policy on a system-
atic basis.



In August 1992, we lost our colleague Mr.
Haimo Fortmann after a severe, protracted illness.
He had been 2 member of the Executive Board
since January 1, 1990. With his rich experience and
team spirit, he had been a source of great inspira-
tion to the Company, particularly in the field of
manufacturing, and contributed significantly to its
progress. We shall not forget him.

The beginning of 1993 saw drastic declines
in both production and volume in the German
automotive industry and, to a less pronounced
extent, in its European counterpart. Events in Ger-
many are being strongly influenced by failure to
overcome the political, economic and social prob-
lems resulting from the reunification, which in
turn has repercussions on all our neighbors in
Europe as they move toward the single market. On
the assumption that a recovery is not to be
expected before 1994, we are taking every possible
measure — in particular, the reduction of weekend
shifts — to adjust our production to the market
situation. Experience has shown that the tire
replacement markets remain stable at times when
new registrations are on the wane. Despite our
close links to the German automotive industry, we
are therefore looking forward to further develop-
ments in 1993 with cautious optimism. We expect
that Continental will also derive some benefit from
the economic revival in North America, in which
our General Tire Group should participate.

At the beginning of April 1993, Pirelli defini-
tively disposed of its holding in Continental shares
and options. With the backing of the Deutsche
Bank, and the valuable assistance of the Lower
Saxony government and the Norddeutsche Landes-
bank, a 33.25% block of our shares was placed
with a2 number of institutional investors. Medio-
banca retained just under 5% as a capital invest-
ment. This has brought a significant chapter in the
history of Continental to a satisfactory conclusion
for all concerned. We thank all those who were
actively involved in solving this difficult task for
the support and the trust they have shown in
Continental.

At our Annual Meeting of Shareholders — to
which, on behalf of the Administration, we cor-
dially invite you — I should be able to give you
more detailed information about the course of our
business in 1993.

Sincerely,

Fe o

Hubertus von Griinberg
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REPORT OF THE SUPERVISORY BOARD

Through oral and written
reports, at its meetings and at indi-
vidual conferences, the Supervisory
Board was regularly provided dur-
ing the past fiscal year with detailed
information about the position of
the Company and its subsidiaries
and associated companies and
about all major business transac-
tions. It then discussed this infor-
mation with the
Executive Board.

The main topics
of these discussions
were the budget,
medium- and long-
term corporate plan-
ning, including capi-
tal investment proj-
ects, and basic ques-
tions about business policy and cor-
porate structure, capacity utilization
and earnings. In addition, we
decided the issues which must be
submitted for our approval under
the applicable statutory provisions
and the Company’s bylaws.

Especially noteworthy was the
Supervisory Board’s approval during
the 1992 fiscal year of the acquisi-
tion of 2 majority interest in 4 joint
venture with Barum, Otrokovice.

The Supervisory Board agreed
in writing to the increase of the
capital stock by DM 0.9 million
through the issue of employee stock.

We have examined the financial
statements, the management report
and the proposal for the allocation
of net income available for distribu-
tion and found no grounds for
objection.

The Supervisory Board concurs
in the result of the audit of KPMG
Deutsche Treuhand-Gesellschaft
Aktiengesellschaft Wirtschaftsprii-
fungsgesellschaft, Hanover, which
has confirmed, in its capacity as
independent auditor, that the
accounting records and financial
statements comply with the legal
requirements and that the manage-
ment report is consistent with the
financial statements.

The Supervisory Board has
approved the financial statements as
of December 31, 1992, prepared by
the Executive Board, which are
thereby definitively confirmed, and
it endorses the proposal of the
Executive Board regarding the allo-
cation of net income. The consoli-
dated financial statements, the
management report for the Corpora-
tion and the auditor’s report on the
consolidated financial statements
were submitted to the Supervisory
Board.

On July 3, 1992, Dr. Friedrich
Schiefer, Managing Director of
Robert Bosch GmbH, resigned from
the Supervisory Board, of which he
had been a member for eight years.
We wish to express our special
thanks to him for his constructive
contributions. The Annual Meeting
of Shareholders of July 3, 1992,
elected Dr. Diethart Breipohl, a
member of the Board of Manage-
ment of Allianz AG Holding, to the
Supervisory Board.

At the end of the fiscal year,
Mr. Rudolf Alt retired and therefore
resigned his position as employee
representative on the Supervisory
Board. We wish to express our
thanks to him for more than 13

years of cooperative work. At the
Executive Board’s request, on
February 11, 1993, Mr. Wilfried Hil-
verkus was appointed as his succes-
sor by order of the Hanover District
Court.

During fiscal 1992, we were sad
to learn of the death of a valuable
member of the Executive Board. Mr.
Haimo Fortmann, who had been a
member of Continental AG's Execu-
tive Board since January 1, 1990,
most recently as the head of the
General Services Group, died on
August 12, 1992. We owe him spe-
cial thanks for his dedicated service
to the Continental Corporation, and
we will always honor his memory.

On May 3, 1993, Mr. Giinter H.
Sieber withdrew by mutual agree-
ment from Continental AG’s Execu-
tive Board, of which he had been a
member since November 1, 1987. We
wish to express our special thanks
to Mr. Sieber for his 13 years of
valuable service at Continental and
Semperit Reifen AG. On the same
day, we appointed Mr. Wilhelm
Schifer, Chairman of the Managing
Board of Semperit Reifen AG, as a
member of the Executive Board of
Continental AG in charge of the Pas-
senger Tire Group/Tire Marketing
and Sales. Mr. Schiifer already
served on the Executive Board from
1975 to 1987.

Hanover, May 3, 1993
The Supervisory Board
/A <L)

Ulrich Weiss, Chairman
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REPORT OF THE EXECUTIVE BOARD
ECONOMIC ENVIRONMENT

The world economy was marked
by increasing insecurity during
1992. Although the growth of the
gross domestic product of the
industrialized countries had been
forecast at 2.2 %, it ultimately rose
by barely 1.5%.

In Germany as well, economic
growth — 1.5% in a declining trend
— was even weaker than the mid-
year predictions. High interest rates
and uncertainty about the financing
of the reunification had an inhibit-
ing effect on business development.
A slight decrease in gross domestic
product is now expected for 1993.

Despite a gain in private con-
sumption and investment in equip-
ment, there was still no sign of a
lasting economic recovery in the
United States. However, the experts
assume that a definite upturn will
occur during the current year. In
Japan, growth slowed considerably
in 1992, to only 1.5%; 2 modest
improvement is anticipated in 1993.

In Great Britain and Sweden, the
hoped-for recovery did not materi-
alize. A further decline is expected
in Sweden during 1993, but there
may be a slight revival in the British
economy.

During the fiscal year, passenger
car production rose 2% in Western
Europe and 4.8% in the United
States. Japanese automobile produc-
tion decreased, while the German

output rose by 3.2 %. New registra-
tions in Germany remained at the
same very high level as in 1991.
This is attributable to special factors
such as the increase in the value-
added tax, the expiration of the tax
deduction for vehicles with catalytic
converters, and stepped-up sales
promotion by the car makers.

New registrations and produc-
tion of passenger cars in Western
Europe are expected to drop by
about 10% in 1993, with an even
more marked decline for output in
Germany. On the other hand, esti-
mates call for a gain of 8% in pas-
senger-car production in the United
States.

In Western Europe, new regis-
trations of commercial vehicles will
continue to decrease, by 6 to 8%.
According to the latest forecasts, the
drop in Germany may even exceed
20%.

Sales volume in the German
rubber industry fell by about 2% in
1992. Revenues, however, showed a
slight increase, due to the larger
proportion of high-quality products.
For 1993, a further reduction in vol-
ume, amounting to at least 5%, is to
be expected.




MANAGEMENT REPORT FOR THE

CORPORATION AND

CONTINENTAL AKTIENGESELLSCHAFT

Back in the Black — Pre-
cautionary Measures Pay Off

Although sales in the first half
of 1992 were almost 8% higher than
in the previous year, fluctuating
exchange rates and deteriorating
economic conditions affected our
business in the last six months, so
that the sales gain for the year as a
whole came to only 3%. If the
exchange rates had remained con-
stant, sales would have risen by
about 5%.

Trend in the Corporation’s work force
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Consolidated earnings showed a
positive trend, though they, too,
decreased significantly in the sec-
ond half. Overall, the Corporation
returned to profitability, after the
loss recorded in 1991.

We armed ourselves against
adverse conditions early on — in
the good years — by carefully tai-
lored programs to boost our produc-
tivity and reduce our overhead.
Without taking newly acquired
companies into account, our work
force has decreased steadily
between 1990 and January 1, 1993
by over 5,000 employees, although
the business volume has increased
significantly.

In addition, to handle the
increase in volume, a great number
of individual programs were carried
out, both in the Groups and in the
central administration, to help the
entire Company adjust its efficiency
to less favorable conditions.

Protecting the
Voting Rights Limitation

For Continental, one important
result of the Annual Meeting of
Shareholders on July 3, 1992 was
that the renewed motion to elimi-
nate the voting rights limitation did
not receive the required majority.
However, an action was brought to
have the resolution of the Annual
Shareholders’ Meeting set aside.

At the end of May 1992, the
Hanover Superior Court had already
allowed the action brought by a
shareholder to have the resolution
set aside that was passed at the Spe-
cial Shareholders’ Meeting of March
13, 1991 and seeks to lift the voting
rights limitation. This decision was
appealed against.

The amendment to the Articles
of Incorporation resolved upon at
the Annual Shareholders’ Meeting
of July 5, 1989, making it more
difficult to revoke the voting rights
limitation, was entered in the Com-
mercial Register of the Hanover
District Court on September 21,
1992. Prior to that, the Celle
Supreme Court had dismissed on
appeal the action brought by a
shareholder to have the resolution
of the Shareholders’ Meeting set
aside. An appeal against this judg-
ment was taken to the Federal
Supreme Court. As the amendment
has been entered in the Commercial
Register, any further motions to
eliminate the voting rights limita-
tion can only be passed by a
majority of 75% of the votes cast
and of the capital stock represented.

In April 1993, all pending
actions and appeals were settled by
compromise.



Turnaround at General Tire
Planned for 1993

As a countercyclical measure,
we have invested in state-of-the-art
equipment at General Tire, while
improving its organization, manu-
facturing and products. Almost
all the commercial vehicle tires
have meanwhile been changed over
from the old-fashioned bias-ply to
modern radial technology. We have
achieved a breakthrough in quality
and productivity. The turnaround
in the US.A. would not have been
possible without closing the un-
profitable plant in Barrie, Canada,
which, of course, was reflected in a

heavy charge against 1991 earnings.

Our new joint venture with Grupo
Carso in Mexico will permit us —
with no strain on our financial
resources — to establish a new
strategic position for the Continen-
tal and General brands in that
country. The joint venture also
includes the sale of General Tire de
Mexico, consisting of two small fac-
tories, to Grupo Carso in order to
improve efficiency.

Improvements in Europe

Although for the past few years
the focus of our capital spending
was the US.A., since 1991 it has
shifted to Europe, and here, too, the
positive effects are plainly visible.
We have restructured and modern-

ized our two tire plants in Herstal,
Belgium, and Dublin, Ireland, and
they are no longer operating at a
loss. We will shortly have cost-effi-
cient factories in Lousado, Portugal,
and Otrokovice in the Czech Repub-
lic, as a result of our Continental-
Mabor and Barum-Continental proj-
ects. Effective March 1, 1993 we
took over 76% of the shares in the
newly established joint venture
with Barum, the tire manufacturer.

Following our acquisition of the
remaining shares of Nivis Tyre AB,
Goteborg, Sweden, we successfully
integrated the Viking and Gislaved
tires into our product spectrum.
This has enabled us to take over the
market leadership in the Scandina-
vian countries.

Balanced Corporate
Structure

The structure of the Corporation
is fundamentally balanced. One
fourth of its revenues is earned by
ContiTech, a Group that is less con-
cerned with standard products than
with customer-specific solutions.

Another 25% of consolidated
sales is attributable to North
America. The remaining half stems
from sales of tires in Europe. Of this

New plants at cost-
efficient locations
are important
additions to the
structure of our
manufacturing
operations.

amount, almost two thirds is earned
in the replacement market and only
one third is accounted for by sales
of original equipment. The prices of
tires sold to the automotive industry
cover only a fraction of their cost.

Only in the replacement busi-
ness could the price increases
required to compensate for higher
personnel and administrative
expense be implemented during
1992. We are trying to compensate
for this by intensifying the sales
promotion of sophisticated prod-
ucts. At ContiTech, this means new
hose and air spring systems, as well
as other high-tech, environmentally
compatible equipment; our leading-
edge tires include AquaContact, Eco-
Contact, high-performance tires
from Uniroyal and Semperit, as well
as new snow tires and truck tires.

Prices for Materials Hold
Steady

The Corporation’s total pur-
chases of materials for 1992 came
to DM 3,918.2 million, or 40.4 % of
sales. Prices for raw materials
remained at essentially the same
level as in the previous year. For
environmental reasons, we are
using reusable steel containers for
incoming raw materials, at no addi-
tional expense. Our Singapore pur-
chasing company for natural rubber
has proved its worth in terms of
quality assurance, cost reduction
and the acquisition of know-how.




MANAGEMENT REPORT

Sales by Group
in %

Passenger Tires 42%

Commercial Vehicle
Tires 12%

ContiTech 24%

General Tire 22%

Growth in sales
less than planned
due to fluctuating
exchange rates.

Further Rise in Sales

Consolidated sales grew by
3.3%, or DM 313.0 million, to DM
9,689.9 million, compared with DM
9,376.9 million in 1991. DM 452.1
million was attributable to com-
panies consolidated for the first
time.

The Passenger and Commercial
Vehicle Tire Groups achieved sales
of DM 5,126.1 million (+ 7.1%) in
1992, with their Continental, Uni-
royal, Semperit, Gislaved and Viking
brands. At ContiTech, sales in-
creased by 1.4% to DM 2,285.4 mil-
lion; General Tire’s sales, expressed
in U.S. dollars, rose by 1.9% to $1,348
million.

Sales 1992 1991

revenueé_ DM DM Chaﬁgé
million  million in %

Parent

company 33344 3,271.6 +1.9

Consoli-

dated  9,689.9 93769 + 3.3

Tires accounted for 76.0% (1991:
75.5%) of consolidated sales, and
industrial rubber products for 24.0%
(1991: 24.5%).

Streamlined Capital
Spending

Additions to property, plant and
equipment were reduced to DM
709.3 million, compared with DM
829.3 million in 1991. Capital
expenditures approved in 1992 —
some of which, however, will not
be reflected in the balance sheet
until 1993 or later — amounted to
DM 659 million (1991: DM 569 mil-
lion). A major part of this increase
was due to the Barum project, which
will be carried out between 1993
and 1995. As we had intended, the
capital expenditure ratio dropped
from 8.8% in 1991 to 7.3% and has
thus reached the desired level.

Equity Ratio

After an insignificant increase of
DM 2.1 million, the capital stock of
Continental AG came to DM 441.3
million at December 31, 1992. In
addition, the AG has conditionally
authorized capital amounting to DM
212.2 million, of which DM 60.0
million has not yet been used. The
capital authorized for the issue of
employee stock is DM 14.1 million,
after DM 0.9 million worth of
employee shares had been issued in
1992.

Consolidated shareholders’
equity increased by DM 102.4 mil-
lion to DM 1,617.1 million and
amounts to 22.9% of total assets,
compared with 22.8% in 1991.

Earnings

Continental’s earnings for 1992
were, on the whole, satisfactory.
Consolidated net income came to
DM 133.0 million, compared with a
deficit of DM 128.2 million in 1991.
Continental AG earned a net income
of DM 38.0 million, following a
deficit of DM 417.1 million in the
previous year.

No Dividend

In view of the difficult eco-
nomic environment and the prob-
lems that the Company has only
just surmounted, the Administration
considers it premature to resume
dividend payments for fiscal 1992.

The Administration therefore
proposes that the net income avail-
able for distribution in the amount
of DM 19.5 million be transferred to
retained earnings, in order to
strengthen our shareholders’ equity,
which will benefit all the Com-
pany’s shareholders in the long run.

Decentralization for Closer
Contact with Customers

At the beginning of 1992, we
changed the previous system of
function-oriented responsibilities
on the Executive Board to a divi-
sional structure. By this means,
responsibility for results has been
distributed among four Groups,
while the Executive Board assumes
the overall corporate responsibility.

The consolidation of responsi-
bility for the results of the different
product areas speeds up decision-



making and promotes efficient goal-
realization by eliminating func-
tional barriers. At the same time,
our focus on products is bringing us
closer to the market, so that we can
react faster and with greater flexi-
bility.

Passenger Tire Group,
Tire Marketing and Sales

On the whole, thanks to a
healthy replacement business, an
advantageous product mix and
measures taken to increase effi-
ciency, we were able to achieve the
goals we had set for the fiscal year.

During the first six months of
the year, soaring sales created
delivery bottlenecks, but the second
half was marked by a growth in
inventories, which in some cases
was quite drastic. We were forced to
adjust capacity utilization to the
changed market situation, which
was due primarily to short-time
working instituted by the automo-
tive industry at the end of 1992.

Multi-Brand Policy
Remains in Place

[n order to develop as many
synergies as possible, while simulta-
neously satisfying our customers’
desires, we have consolidated our
European marketing and sales func-
tions in the Passenger Tire Group.
The Commercial Vehicle Tire Group
has authority to give the marketing
and sales departments instructions

about the products for which it is
responsible. The profile of the
brands is unaffected by this new
structure. As in the past, the Corpo-
ration’s tire brands, like for example
Continental, Uniroyal and Semperit,
are in charge of their own sales.
Unstinting attention to customers,
together with brand independence
and service orientation continues to
be a key element in our new
approach to market operations.

Further Progress with
Our Own Dealer Organiza-
tions

Besides marketing our products
successfully through independent
tire dealers, we have our own dealer
network in Europe, the second larg-
est of its kind, with almost a thou-
sand locations. The acquisition of
the entire capital stock of Birken-
shaw Tyre Co.Ltd. (“Smiley”), a dealer
chain which is active in Scotland
and northern England, is in line
with our strategy of achieving the
broadest possible market presence.
In future, we expect sales to grow at
above-average rates, particularly for
NTS (National Tyre Service Ltd.) in
the UK. Vergdlst, our German dealer
organization, has systematically
expanded its activities in the five
new German states to become the
market leader, with the most exten-
sive service network.

During the past fiscal year, sales
of the dealer organizations
increased steadily, although the
snow-tire business, which depends
to a large degree on weather condi-

Passenger and Commercial Vehicle Tire Groups
Sales by brand

Semperit 21% Continental 44%

Gislaved/Viking 7% A

Other 2%

Uniroyal 26%

tions, fell short of our scheduled
goals. Nevertheless, sales volumes of
the Corporation’s products grew at
above-average rates. The dealer
organizations operated at a profit,
and results continued to improve.

Commercial Vehicle Tire
Group, Environment and Tire
Research

In Europe, the Commercial
Vehicle Tires, Environment and Tire

Research Group now has operating Consolidation
responsibility for our truck, indus- of profit respon-
sibility for the

trial, agricultural and cycle tires. In
addition, the Group supervises and
coordinates quality, environmental
affairs and tire research for the
entire Corporation.

Business with truck tires experi-
enced two radically different phases
during the fiscal year. The sales
increase during the first half did not
suffice to bring sales for the year as
a whole up to the 1991 level. Nor
did the Group succeed as yet in
improving its earnings.

product areas of
passenger and
commercial
vehicle tires.

n
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Decentralized
development for
the product
areas. Centralized
research for

the Corporation.

Research, Development,
Quality and Environmental
Affairs

Continental’s reorganization
into two Groups — Passenger Tires
and Commercial Vehicle Tires —
has also affected the organization of
research and development. Decen-
tralized development units have
been established for each Group,
while research is being carried out
by a single central source. This flat-
ter organization, with its short deci-
sion paths, will allow us to respond
faster to market demands.

The Corporation’s new quality
and environmental affairs function
reflects the integration of our envi-
ronmental protection efforts into
our quality philosophy. Quality is
improving in all areas, as our cus-
tomers confirmed to us during the
quality checks carried out in 1992.

Finding uses for scrap tires is
becoming a matter of increasing
public concern, and we are playing
a major part in the Pan-European
activities of our industry. We are the
first tire manufacturer to form a tire
disposal company, which has
already started helping tire dealers
— and, when necessary, dealers in
industrial rubber products as well
— with their disposal problems.

General Tire Group

Despite the slow start of the
economic recovery, General Tire
took 2 major step toward regaining
profitability during the fiscal year.

On Target

Sales volumes increased for
both passenger and truck tires. The
plant for heavy truck tires in Mt.
Vernon, Illinois, which we built
together with our Japanese part-
ners, continuously improved its
capacity utilization during the fiscal
year. It is expected to reach full
capacity during the first quarter of
1993.

In addition, the Group became
leaner in terms of personnel, the
product mix improved significantly,
and the renewal of the product lines
and revamping of the manufactur-
ing facilities made positive con-
tributions.

New High-Grade Products

We presented “Genseal”, 2 new
technologically sophisticated pre-
mium passenger tire, to the public.
It includes a sealant patented by
General Tire that considerably
reduces the likelihood of punctures,
thereby increasing useful life and
driving safety.

These new tires, the focus of a
broad-based national advertising
campaign, are being marketed as
“The Family Tire”

With its Passenger Car/Light
Truck Tire and Heavy Truck Tire
Business Units, General Tire has
adopted a new structure similar to
the organization of our European
tire business. Both Units are respon-
sible for the financial results of their
original equipment and replace-
ment businesses. One of the first
positive effects of the new structure
is that “Hydro 20007, the new tire to
combat aquaplaning, was developed
and launched on the market in the
shortest time possible.

ContiTech Group

In an increasingly difficult busi-
ness environment, the trend for the
companies of the ContiTech Group
was positive with a few exceptions.

During the past fiscal year, our
capital expenditures were focused
on environmentally compatible
products for which we see excellent
opportunities in the market. In
order to satisfy customers who
want to reduce the vertical integra-
tion of their production, we created
a Group-wide “systems business”
work group. In the plants, team-
work is increasing and hierarchies
are being eliminated, in order to
make better use of our employees’
creativity by getting them more
involved.



New Structure Instituted

Although the Group’s com-
panies were made legally independ-
ent in 1991, they continued to act in
the name and on behalf of Con-
tinental AG until January 1, 1993.
Since that date, they have been sell-
ing their products for their own
account. This marks one more
advance in terms of flexibility, mar-
ket contact and customer service for
our companies doing business
under the ContiTech name.

Also on January 1, 1993, we
transferred the activities of Conti-
Tech Forder- und Beschichtungs-
technik GmbH to two new com-
panies, ContiTech Transportband-
systeme GmbH and ContiTech Elas-
tomer-Beschichtungen GmbH.

Thanks to Our Employees

The income recorded in 1992 is
the result of hard work performed
in a competitive environment that
presented great challenges for the
Corporation’s employees. We wish
to thank them all for their achieve-
ment in 1992. The good result
reflects the dedication and sense of
responsibility not only of our
employees and executives, but also
of the Employee Councils and
employee representatives. Our
thanks must include as well all
those who retired in 1992.

Outlook

We expect that business condi-
tions will become much more diffi-
cult in 1993. In Europe, we are try-
ing to offset losses of volume in the
automotive industry by special sales
efforts and by adjusting production
to the market opportunities. To pro-
tect our earnings, we are further
reducing costs and continuously
increasing the proportion of prod-
ucts with greater technological
sophistication.

The continued recovery of our
American subsidiary General Tire is
having a positive effect on consoli-
dated earnings. The slow but steady
revival of the U.S. economy appears
to be confirmed, and General Tire
will benefit accordingly. In 1993,
Continental-Mabor will start pro-
ducing our tires, and the Barum-
Continental joint venture is already
planning to manufacture a con-
siderable number of passenger tires
for the Corporation in 1993, thereby
strengthening our position in Cen-
tral and Eastern Europe.

ContiTech Group
Sales by operations

Hoses and
Hose Assemblies 28%

Anti-Vibration and
Sealing Products 25%

Automobile Interiors/

Engineered Products 30%
Textiles 17%
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Electronic control of
production data is also
used during vulcaniza-
tion to ensure a consist-
ently high quality
standard at our Mount
Vernon (Mlinois) truck
tire plant.

MORE INFORMATION
ABOUT FISCAL 1992

TIRES

During 1992, our Corporation
produced and sold a total of 61.7
million passenger tires and 3.9 mil-
lion light and heavy truck tires
under various brands in Europe and
North America, our main markets.
This represented a gain of 6% in
each case. The expansion in the
truck-tire business was due prima-

rily to improved U.S. market condi-
tions and to the strong increase in
shipments of truck tires produced
by our new joint venture in the
USA.

With a share of approximately
8% of the worldwide tire market,
we are in fourth place among the
major competitors.

The deteriorating economic cli-
mate, the opening up of the Eastern
European markets and the price
increases achieved in the replace-
ment business paved the way for a

flood of cheap imports. On the other
hand, the growing demand for
greater product performance and
variety is unmistakable, even
though business in the high-perfor-
mance passenger tire segment is
slowing down, after many years of a
brisk upward trend. Fortunately, our
sales grew faster than the market as
a whole, so that we have gained
additional market shares in this
profitable sector.
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Tight Logistics and More
Information Processing

The restructuring of our Pan-
European distribution logistics is
designed to streamline procedures,
with a corresponding reduction in
costs, and above all, to improve the
reliability of our delivery system.
Despite the expansion of our prod-
uct spectrum, we are optimizing
inventory control in order to

" _.,_,.n.._-i- -8

enhance supply capability. The first
results of this project are very
encouraging.

During the fiscal year, we car-
ried out basic capital expenditures
and other measures to strengthen
information processing within the
plants and throughout the Corpora-
tion. We made good progress in pro-
viding informational support to the
plants and the research and devel-
opment department, where a new
super computer has been installed.

More intensive participation by fac-
tory employees is helping us to use
data and improve processes more
efficiently. In order to bring the
plants into closer contact with the
constantly changing markets, we
upgraded the central computer and
equipped it with improved software.
The number of customers taking
advantage of the fast, reliable and
economical exchange of data is also
on the rise.

Consolidated tire sales
in DM million
B.000

90 91 82

Tire business employees

40,000
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Continental sales
in DM million

(ontinental*

The Continental Division main-
tained its position in an increas-
ingly competitive environment.
Sales rose by 1.2% to DM 1,841.9
million.

Tires for Environmentally
Conscious Drivers

To supply our customers suc-
cessfully in the original-equipment
and replacement business, we need
exact information about their
requirements and priorities. Then
we can systematically convert this
information into consumer-oriented
products and marketing programs.

For example, Continental was
the first manufacturer to develop
and introduce a tire conceived with
strict regard for ecological criteria.
Due to a pronounced reduction in
rolling resistance, a decrease in tire
weight, increased use of replaceable
raw materials like natural rubber
and a longer useful life, the Conti-
EcoContact is more economical for
the consumer and more friendly to
the environment. With this product
we are targeting a broad group of
consumers in Central Europe.

Growth in Western Europe —
A Foothold in Eastern
Europe

We were able to expand our
bases in the major Western Euro-
pean markets, especially in the

high-tech, high-performance seg-
ments. In the new German states,
we maintained our position as lead-
ing manufacturer and best-known
brand, so that our initial invest-
ments are starting to pay off.

In Poland and Hungary, where
we see great sales potential, we
achieved our first successes in the
deluxe market segments.

Drivers of performance-plus
cars with low-profile tires have spe-
cial requirements. For them, we
have developed and marketed Aqua-
Contact, a product that systemati-
cally reduces the dangers of wet
roads and aquaplaning. This is a top
tire for sporty, but safety-conscious,
driving.

A successful television cam-
paign has given a strong impetus to
our business with low-profile tires.
This campaign has recently been
expanded to almost all the major
European markets, and our con-
sumer surveys indicate that it will
steadily improve the image and rec-
ognition of Continental tires.

Unit sales of snow tires did not
quite match the high level of 1991,
particularly during the last few
weeks of the year, when the
weather was unusually mild. For
the first time, we ran a TV spot for
snow tires in key markets, which
helped to boost their sales.

Many New Products for
Commercial Vehicles

We expect our new products
and service concepts for commer-
cial vehicles to be very successful.
Just in time for the fall season, after
comprehensive tests to prove the
validity of the product concept, we
introduced a new traction tire for
use in long-distance traffic on all
the European markets. Our own
expectations regarding sales vol-
umes and, in particular, our cus-
tomers’ expectations concerning
quality were fully met by the new
tread; as a result, we will now intro-
duce additional sizes.

Continental has established
itself as the market leader
throughout Europe in the field of
truck tire emergency service.
EuroService, developed especially
for large international truck fleets,
started operation in 1990 and has
since been expanded, enabling us to
increase business with large inter-
national consumers.

Renowned manufacturers are
testing innovative truck tires with
low aspect ratios for new vehicle
generations. From the very begin-
ning, we have been a trailblazer in
this area.

At the European “Truck Racing
92" championship, vehicles
equipped with Continental tires
won in all categories, including
“King C”.



atimal Use of Resources —
Retreading in Our Own
Plants

On the basis of recent surveys
about consumer requirements and
marketing possibilities, we are
intensifying our retreading activities
for truck tires under the “Contire”
trademark. On the one hand, we
want to help conserve resources
and, on the other, to offer our cus-
tomers top-quality retreads on Con-
tinental carcasses as an alternative
to new Continental tires. As a first

step, this retreaded tire, with its eco-
logical advantages, has been offered
on three European markets; in 1993,
it will be introduced in other coun-

tries.

The expansion of our retreading
business increases the value of our
comparatively expensive carcasses
for dealers and consumers alike.

F\dustrial, Agricultural and
Cycle Tires

Industrial and agricultural tires
were also affected by the worsening
economic conditions, but we were

Absolute precision dur-
ing mold construction is
vital to tire uniformity.

able to maintain our shares in the
shrinking markets. We are counter-
acting high production costs in
Central Europe by systematically
shifting the manufacture of labor-
intensive products to suitable loca-
tions in Eastern Europe and the
Far East.

We scored spectacular successes
with our cycle tires at the Olympic
games in Barcelona: All the medals
awarded to Germany and the
majority of the medals in the
bicycle races were won on our tires.
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Uniroyal sales
in DM million

UNIROYAL

Uniroyal's 1992 sales volume
came close to the previous year’s
level. Revenues dropped 2.4 % to DM
1,085.4 million. Business with the
automotive industry, which suffered
from severe pressure on prices, was
unsatisfactory. On the other hand,
sales to European dealers, especially
of the new super rain tire in the top
segment, showed a positive trend.

The adverse effect of the
increased inflow of imported brands
was particularly noticeable in the
market for standard passenger and
small truck tires. Despite the
acknowledged high quality of our
products, we were not able to main-
tain our market shares in every
country. On the other hand, Uni-

royal managed to stabilize the vol-
ume of heavy truck tires, even
though demand in general declined.
Sales volumes of snow tires fell
somewhat short of the excellent
results achieved in 1991. Due to the
weather conditions, dealers have
been left with large inventories of
all makes of snow tires, which will
affect business in 1993.

New “rallye RTT-1"

Uniroyal is now offering tire
dealers a new sports car tire with a
directional tread. Known as the “ral-
lye RTT-1, it features a novel and
most attractive tread. To meet the
requirements of sports car enthusi-

asts, we have developed a top prod-
uct providing maximum safety on
wet roads. It is available in extra-
wide sizes for cars with a potential
speed of more than 150 mph. Mar-
ket surveys have shown that cus-
tomers would like a special tire that
is particularly well-suited to their
vehicle. The presentation of the
product on the racetrack in Zolder,
Belgium, resulted in exceptionally
favorable reports in the European
press and on TV. As expected, there
was a good inflow of orders for the
tire from dealers.



Even Greater Demand
for Individuality

In the briskly growing market
for vehicle retrofitting, increasing
individualization with alloy wheels,
outsize tires and chassis tuning
presents both practical and legal
questions. The countless restrictions
and options on a market that has
grown beyond comprehension are
more than either car owners or
dealers can be expected to handle.
Through specially selected outlets,
Uniroyal is therefore offering an
“Individual Tuning System” (IT'S). A
four-step program, tailored to the
individual car models, shows all
aspects of the retrofitting — from

wheels and tires to expert lowering
of the vehicle — so that car owners
can understand what is involved.
Together with leading wheel and
chassis manufacturers, we carefully
match all the components and sell
them as a complete system.

Successful Communication

For some years now, we have
used a creative new advertising
concept to address customers for
the Uniroyal brand. Our imaginative
TV spots with the monkeys have
greatly improved the brand’s image
and recognition in Europe.

The Uniroyal traffic research
project, which was carried out for
the 17th time in 1992, has become
an indispensable instrument for
traffic safety. The media in Germany
showed great interest in the “pedes-
trian” survey, which was presented
in Berlin during the fiscal year.
Since this study was for the first
time extended throughout the EC, it
also aroused a widespread response
in other countries.

Steel cord is an indis-
pensable reinforcing
component of modern
radial tires. The wires
run from the creel to the
calender for rubberizing.

SEMPERIT ©®

Semperit’s sales declined
slightly by 1.1% to DM 889.8 mil-
lion.

Business with tire dealers
expanded; above-average growth
rates were recorded in unit sales of
light truck tires. As a result of the
automotive industry’s shrinking
production, the OEM business did
not reach the previous year’s level.
This did not have a strong effect
overall, thanks to the considerably
higher proportion of replacement
business. Sales of heavy truck tires
were nevertheless unsatisfactory.
Large expenditures for development
have enabled us to modernize and
renew more than 50% of the prod-
uct spectrum over the past two
years. These seed investments will
pay off in the years ahead.

New Passenger Tire:
Top-Life M 701

Just in time for the start of the
season, Semperit introduced a new
summer tire for speed categories up
to 120 mph. This tire has been
developed according to special
safety and environmental criteria.
The tread pattern and carcass struc-
ture are designed primarily to pre-
vent the dreaded and dangerous
aquaplaning. Made for middle-mar-
ket cars, the tire is economical and
offers increased safety and comfort.

Semperit sales
in DM méllion

9 =




MORE INFORMATION
ABOUT FISCAL 1992

It was presented to the European
trade press in the spring of 1992
and received a universally positive
response. Sales to dealers met our
expectations.

Commitment to Total Quality

More than 500 employees famil-
iarized themselves in training
courses, conferences and workshops
with our total quality philosophy.
Numerous projects have already
been carried out by 100 teams
engaged in total quality assign-
ments. The goals are to kindle the
employees’ enthusiasm by including
them to a larger extent in the infor-
mation and decision-making proc-
esses, to increase productivity and
to reduce costs. This novel approach
toward achieving new quality
standards will be continued.

In order to enhance customer
satisfaction — the ultimate goal of
the quality concept — we built a
logistics center in Traiskirchen,
which has enabled us to optimize
inventory planning and transport
control. In addition, a new customer
service center was opened, where
employees and dealers, including
those from Eastern European mar-
kets, are being trained. Semperit has
developed special marketing and
sales concepts for Hungary, the
Czech Republic and Slovenia, which
form the basis for its future success
in these countries.

After cooling briefly, the
vulcanized tires are
conveyed to the final
inspection point.
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Good Business with Snow
Tires

We are happy to report that
sales of Semperit snow tires
exceeded the previous year’s level,
thanks to the close partnership with
tire dealers in the most important
markets. Despite the lack of snow,
demand for snow tires was brisk.
Our surveys showed that about 80 %
of all vehicles in Austria were
equipped with these specialty tires.

The home markets of Gislaved
and Viking are mainly in Sweden,
Norway and Finland. In 1992, these
countries suffered their worst reces-
sion of the postwar period, which
was marked by high unemployment
figures. The two brands contributed
about DM 300 million to consoli-
dated sales.

Manufacturing Locations
Now Include Scandinavia

Drastic devaluations of the cur-
rencies of all three countries pro-
duced a gratifying increase in the




competitive strength of Scandina-
vian industry, compared with the
Central European factories. Our
plant in Gislaved benefited from this
trend, and also made progress in
terms of manufacturing costs and
product quality. We are particularly
pleased that of all our European
plants, the Gislaved manufacturing
location has the lowest rate of
absenteeism due to illness.

Since 1989, the tire markets in
Northern Europe have been shrink-

ing severely, and in 1992, because of

another mild winter, the snow tire
business, which is traditionally of

great importance, was bad as well.
Despite this difficult market situ-
ation, we succeeded in maintaining,
and in some cases even improving,
our market shares in the Nordic
countries.

At the beginning of 1993, all the
former Nivis companies were
renamed “Continental”. In Norway,
we took over the importer of Uni-
royal tires; in addition we integrated
the Semperit brand into our Scandi-
navian organization in Norway and
Finland.

GENERAL
TIRE

The restructuring and reorgan-
ization measures initiated during
1991 had a positive effect on
General Tire’s operating income.

Teams formed in the plants
enabled product and process devel-
opment and production control to
work closely together. This has led
to a lasting improvement in com-
munications among the groups
involved and to considerable
acceleration in the implementation
of the measures they resolve upon.
Our customers benefit from the
consequent shortening of the prod-
uct development cycle.

Exemplary Cost Structure
at Mt. Vernon

The production of heavy truck
tires of the most advanced design
that has recently been commenced
at the Mt. Vernon plant embodies
considerable improvements in prod-
uct quality and cost structure. This
was reflected in an above-average
increase in unit sales of truck and
bus tires with the General brand.
The combination of American,

Japanese and European corporate

culture in a joint venture has proved
its worth.

However, we also attribute the
improvement in the earnings situ-
ation to innovative new products.
By the end of 1993, within a period
of only two years, we will have
replaced 80 % of all the passenger
and light truck tires with new ver-
sions. Qur goal is to concentrate on
selling products with higher value
added and to fill niches in the
market.

General Tire sales
in DM million
2500

General Tire employees
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Good Business with
Dealer Chains

To strengthen the General and
Continental brands, we have taken
on additional dealers in areas where
we did not previously have a strong
presence. As regards General Tire’s
replacement business, we attach
great importance to our supply rela-
tionships with large user chains.
Encouraged by the strong growth of
this distribution channel, we are
planning to expand this business in
1993. For Continental, we intend to
intensify the marketing of heavy
service tires for large fleets of
trucks.

We formed a joint venture with
Corporacion Industrial Llantera, S.A.
de C.V,, which belongs to our Mexi-
can partner Grupo Carso, in order to
better supply the Mexican automo-
tive industry and local dealers. The
company has a dense network of
tire outlets all over Mexico. In the
future, we want to sell Continental
tires in this fast growing market, in
addition to the General brand.

Proactive Environmental
Protection

The tire cord plant in Barnes-
ville, Georgia, continues to prosper.
Capacity is fully utilized, and earn-
ings are good. For environmental

protection reasons, filter systems
have been installed to trap emis-
sions. With the help of government
authorities, our synthetic rubber
factory in Odessa, Texas, has made
some progress in solving its envi-
ronmental problems, which we
have been trying to eliminate for
some time.

Positive Future

General Tire intends to close fis-

cal 1993 without a loss. In addition
to the various restructuring
measures, General Tire’s strong
position in the original equipment
market should have a positive effect,
since passenger car production in the
US.A. is expected to expand by 8%.




Fully automated manu-
facturing of engine
mounts for the motor
industry.

INDUSTRIAL PRODUCTS

CONTITECH?®

ContiTech is using various
methods to help conserve resources.
The elimination of defective batches
and rejects is dictated by the mar-
ket's insistence on quality and the
related economic advantages. The
recovery of production auxiliaries is
becoming more and more impor-
tant. Some of the reclaimed rubber,
for example, can be fed back into
the production cycle to a limited
extent. Similarly, recycled material
can be used for active environmen-
tal protection, such as vibration-
and soundproofing in rail-based
transport systems and catching
liquid pollutants, like heating oil,
with absorptive mats.

Automobile Interiors/Textiles

Weak demand in Eastern
Europe, declining sales volumes in
the US.A. and the downturn in Ger-
many during the fourth quarter
caused Goppinger Kaliko GmbH to
fall short of its sales and earnings
goals. To counteract this trend, we
initiated systematic programs to
lower costs and step up productivity,
without, however, curtailing our
high capital investments in the
development of new products and
processes.

Bamberger Kaliko GmbH was
able to compensate partially for its
decreased sales volume in Germany
with good business abroad. Due to
exchange rate fluctuations, revenues
were lower than in 1991, but earn-
ings remained at a high level. Out-
put was adjusted by short-time
work and other measures.

As in the preceding years, Flock-
garn GmbH posted a healthy
increase in sales revenues. It is now
equipped with sufficient capacity to
meet the rising demand of the auto-
motive industry for Rallytex® flock
yarns for seat-cover materials. Earn-
ings were gratifying.

Soft markets in Germany for
motor vehicles and upholstered fur-
niture caused stagnation in the sales
of ContiTech Formpolster. Prices
continued to be unsatisfactory.
Nevertheless, extensive efficiency
measures enabled the company to
earn a good profit.

Hoses and Hose Assemblies

The production facilities for fill-
ing-station and automotive hoses at
ContiTech Schlauch’s Korbach and
Northeim plants operated at

ContiTech sales

in [ million

0 o1 82

ContiTech employees
16,000
wom |
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Car roof weather-
strips are complicated
extrusions requiring
state-of-the-art pro-
duction technology.

extremely high capacities. Customer
demand for special hoses could only
be met by hiring additional staff at
Korbach and using weekend shifts.
A number of renowned vehicle
makers reported good results from
their quality tests; in particular Kor-
bach and Northeim received a “Q 1
Award” from one of our major Euro-
pean customers.

Techno-Chemie Kessler & Co.
GmbH posted strong sales gains
with its assemblies for the automo-
tive industry. High capacity utiliza-
tion and enrichment of the product

mix with technically more sophisti-
cated systems resulted in satisfac-
tory earnings.

A substantial increase in sales
of automotive hose assemblies

especially in its home market
enabled our French hose coupling
company Anoflex S.A. to offset in
full the revenues lost through the
divestiture of a production facility
for hydraulic hose assemblies. How-
ever, due to high start-up costs for
new products, earnings were lower
than had been expected. In Spain,
Anoflex Iberia failed to achieve its
sales goal because of delays by our
Spanish customers in approving

products and/or factories. The
income earned in the last half of
1992 was not sufficient to compen-
sate for the losses incurred as a
result of inadequate capacity utili-
zation in the first six months.

In spite of the recession in
Sweden, our local hose coupling
company Hycop AB recorded sharp
increases in its sales to the Swedish
vehicle manufacturers. This success
was based on the development of
hose assemblies for air-conditioners
that operate with an environmen-
tally compatible substitute for the
coolant Freon.

Anti-Vibration and
Sealing Products

ContiTech Formteile continued
to streamline its manufacturing
program and improve its efficiency,
with a correspondingly positive
effect on its earnings, which, how-
ever, remain far from satisfactory.

The measures commenced last
year at ContiTech Profile to consoli-
date its locations and to develop
and manufacture new products
have improved the earnings situ-
ation, but the company is still oper-
ating at a loss.

ContiTech Elastorsa S.A., Spain,
built 2 new extruding plant as the
basis for the major sales expansion
it has planned. The most important



A wide varigty of drive

ments 1or mecnanical

engingering and auto-

motive applications

European automotive companies
are already being supplied from
Spain.

Engineered Products

With its up-to-the-minute prod-
uct range, ContiTech Antriebssys-
teme took full advantage of the
vehicle makers’ shift to higher-
quality drive elements, while con-
tinuing to expand its exports to
other industries. The vigorous gain
in sales made it necessary to enlarge

manufacturing capacities. Structural
improvements in administration
and production also contributed to
a gratifying net income.

ContiTech Luftfedersysteme suf-
fered considerably during 1992
from the decline in European com-
mercial vehicle and axle production
and was unable to achieve its sales
and earnings targets. The develop-
ment of air springs for a French
automotive customer was success-
fully completed, and delivery has
begun. Productivity was enhanced
by a pilot project in teamwork,
which met with great success and
will be extended to other produc-
tion sectors.

A bad fourth quarter, marked by
turbulent exchange-rate fluctua-
tions and restricted purchasing in
Germany, prevented the conveyor
belting division of ContiTech Fér-
der- und Beschichtungstechnik
from fulfilling our expectations for
1992, Nevertheless, purposeful cost-
reduction measures made it possible
to report a profit.
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Sophisticated measuring
technigues in air-spring
performance testing
and quality monitaring.

The establishment of three
branches in the new German states
during the fiscal year has paid off
for KA-RI-FIX Transportband-Tech-
nik GmbH, which is engaged in ser-
vicing conveyor belts; these bran-
ches are already making a contribu-
tion to its earnings.

Despite the difficult environ-
ment, sales of the coated fabrics
division were higher than in the
previous year, and its earnings con-
tinued to be very good. The division
has embarked on a program to
lower its costs still further by opti-
mizing production cycles and dras-

tically reducing the number of
manufacturing steps.

Diminished sales of military
equipment, the virtual discontin-
uance of major orders from the
Commonwealth of Independent
States (CIS) and foreign currency
problems in its export business had
negative effects on both capacity
utilization and earnings at Deutsche
Schlauchbootfabrik Hans Scheibert
GmbH & Co KG. Though sales were
off target, the company reported a
profit.

Clouth Gummiwerke AG and
ContiTech AGES S.p.A.

Due to eliminations from its
product spectrum and the transfer
of certain product groups to other
ContiTech companies, Clouth Gum-
miwerke AG was unable to maintain
its sales at the previous year’s level.
The costs of restructuring, among
other things, prevented Clouth from
reaching its earnings goal; the
results, however, were significantly
better than in 1991.

IMAS S.A. in Greece, which is
chiefly engaged in manufacturing
conveyor belts, earned a satisfactory
net income, based on a slight
increase in sales and good capacity
utilization.

Sales of ContiTech AGES S.p.A.,
which is strongly dependent on the
[talian automotive industry,
declined during 1992, although at a
slower rate than those of the indus-
try itself. This was due in part to the
opening up of markets outside Italy.
Although many steps were taken to
improve earnings, including a
reduction of the work force,
increased productivity and the use
of subcontractors to lower costs,
they remained unsatisfactory.



EMPLOYEES

New Companies Cause
Growth in Work Force

After a decline in the number of
employees during 1991, the Corpo-
ration’s work force at December 31,
1992 showed an increase of 704
(+ 1.4%), for a total of 50,581
people. This is due primarily to the
acquisition of Nivis, with 1,213
employees, and the Smiley tire
dealer chain with 371. Both com-
panies are being consolidated for
the first time in 1992. In addition,
Uniroyal Aachen added 331
employees through the introduction
of weekend-shifts, and General Tire
added 366 in connection with our
joint venture in Mt. Vernon. At most
of the other companies, reductions
of personnel were prevented by
higher production volumes. On the
other hand, the work force for the
Corporation as a whole, excluding
the newly acquired companies, was
reduced by 911.

More than 80% of our
employees (40,576) work in Europe,
22,604 of them in Germany. The
work force in the other European
countries grew by 1,206; in Ger-
many, it decreased by 600.

A comparison over the two-year
period from 1991 to 1992 makes the
trend still clearer: While the number

of employees in Germany decreased
by 1,466, the number in Europe rose
by 2,962. This reflects not only the
internationalization of our activ-
ities, but also the reduced attrac-
tiveness of Germany as a location
for industry.

The table below shows the trend
in the number of employees from
the most important countries of
origin:

1992 1991
Germany 18,6556 19,239
USA. 8255 7,891
Great Britain 3917 3635
France 3,598 3,627
Austria 3,208 3177
Turkey 2159 2,228
Italy 1,469 1,523
Mexico 1,016 1,146
Portugal 1076 1,075
Belgium 1105 1,072

Rise in Personnel Expense

The Corporation’s personnel
expense (wages, salaries, social wel-
fare contributions, and expenses for
pension plans and other employee
benefits) rose from DM 3,236.4 mil-
lion to DM 3,343.3 million. Person-
nel expense per hour worked at
Continental AG, including the Conti-
Tech companies, changed from DM
43.23 to DM 45.26 (+ 4.7%); within
the Corporation, it amounted to DM
3771 (— 2.7%). The Corporation’s
total personnel expense per
employee rose from DM 62,957 to
DM 65,632 (+ 4.2%); at Continental
AG, including the ContiTech com-
panies, it increased from DM 66,784
to DM 70,968 (+ 6.3%).

Personnel expense per hour worked at the parent company
including the ContiTech companies
in DM

4526
Personnel expense =
wages, salaries, bonuses, 1323
social welfare contributions,
as well as expenses
relating to pensions and 4113
other benefits

3843
37.89

._

1968 1989 1830 1991 1992

Operational Orientation
of the Personnel Function

The organizational restructuring
of the Corporation at the beginning
of the year into 2 management
holding company and operating
Groups with independent responsi-
bility for their results has also
resulted in a reorientation of the
personnel function. The operating
Groups have been allocated all the
resources they need to achieve their
appointed goals — including the
personnel function. The holding
company has been assigned the
functional guidance of the oper-
ational personnel departments. The
holding company’s responsibilities
also include personnel issues at the
top management level, general
guidelines for compensation and
the assurance of a systematic per-
sonnel development program.
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EMPLOYEES

Employees by region
Germany 44.7% North America 18.4%
/ : Other regions 1.4%
Rest of Europe 35.5%

Employees by Group
Passenger Tires/Tire ContiTech 27%

Marketing and Sales 43%

Commercial Vehicle Tires/ General Tire 18.5%
Environment and Tire

Research 11.5%

Employee Representatives

During the past year, our work
with the employee representatives
was again marked by an attitude of
objectivity and cooperation. We
were especially concerned with
questions that arose in connection
with the transfer of employees to
the newly formed ContiTech com-
panies, with the reorganization of
the Employee Councils that was
required as a result, and with struc-
tural problems relating to
employees not covered by collective
bargaining agreements. Our inter-
national information program has
continued, and, for the second time
in recent years, we invited employee
representatives of the most impor-
tant European companies to a Euro-
forum. All the negotiations involv-
ing collective bargaining agree-
ments were conducted without con-
frontation — fortunately including
those in Charlotte, North Carolina,
which had been acrimonious for
some time past.

On-the-Job Safety

For the first time in four years,
we can report a reduction in work-
place accidents at the German
manufacturing facilities of Con-
tinental AG and ContiTech. The
overall decrease was 20 %, with
improvements of up to 43 % at indi-
vidual companies. Despite this posi-
tive trend, the performance of our
German facilities in terms of work
hours lost is mediocre, compared
with the foreign companies.

Training and Continuing
Education

In 1992, we continued our
training and continuing education
programs, with special emphasis on
two important aspects. On the one
hand, the increasingly international
orientation of the Corporation
requires an appropriate response in
terms of continuing education. We
have further refined our junior
management training program, to
incorporate international experi-
ence and specific projects. On the
other hand, the introduction of lean
production and a lean organization
requires factory employees to have
new knowledge and new skills. This
has been — and will continue to be
— another focus for our training
activities.

Internships

We have successfully continued
our efforts to assure qualified junior
staff by carrying out personnel mar-
keting measures, and in particular,
by implementing a systematic pro-
gram for interns. This program also
constitutes 2 means of bridging the
gap between formal education and
work activity. In 1992, a total of
more than 290 students and school
pupils specializing in technical and
commercial fields were able to
acquire on-the-job experience
through internships, as well as
work on study projects and disser-
tations. Assignments within the
Company ranged from two-week
practical training courses to nine-
month project-related schemes.



As a result of their fine achievements,
twelve students were given the
opportunity to work in one of our
companies abroad. Over one third
of our newly-hired graduates had
participated in the Company’s prac-
tical training program during their
studies.

Employee Shares

The Annual Meeting of Share-
holders held on July 3, 1992 au-
thorized the Executive Board to
increase the capital stock by issuing
employee shares with a value of up
to DM 15 million.

Accordingly, in 1992 we offered
our employees the opportunity to
acquire up to five employee shares
at a preferential price of DM 98.00
per share. The offer was extended to
the employees of Continental AG
and its German subsidiaries. 18,930
shares were subscribed by 3,794
employees. This required DM 0.9
million of the DM 15 million that
had been made available. We will
continue to sell employee shares at
advantageous prices.

Basics

In 1989, our senior staff and the
Executive Board formulated and
enacted basic principles of conduct
both within the Company and out-
side it. In order to give concrete tes-
timony of the further development
of the corporate culture in our day-

to-day business we added a section
entitled “Commitment to Environ-
mental Care” to our “Basics” during
1992.

The ideas we refer to as “Basics
have, of course, not yet been fully
realized. Nevertheless, they play an
important part in our deliberations,
especially when there is an unac-
ceptable discrepancy between our
goals and the reality.

n
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Great demands are
made on our natural

environment by the

removal of raw materi-
als and the manufac-
ture, use and disposal
of industrial products.
To ensure its continued
existence, the human

race must therefore

.succeed in finding new

ideas and concepts
to protect that environ-

ment.

With its 50,000 employees,
our Company is part of modern
industrial society and among
those called upon to take respon-
sibility for solving environmental
problems. On the one hand, our
tires and industrial rubber prod-
ucts help to supply the needs of
mankind; on the other, they also
contribute to the pollution of the
environment.

We regard environmental pro-
tection as the task of optimizing
the relationship between the
needs of civilization and its natu-
ral surroundings. Although the
basic level of the compromise
between industry and nature is
determined by society as a
whole, there is still a wide margin
for initiative on the part of each
individual — and of each business
enterprise, as well.

Continental has cast its vote
for proactive environmental pro-
tection, as a means of ensuring
success in the achievement of its
corporate objectives. It is our
intent to create technical solu-
tions with convincing advantages
for our customers in terms of

price and quality, which at the
same time are ecologically
sound. This is also opening up
new fields of business for us.

Environmental protection is a
matter of concern during the
entire lifetime of our products,
from their planning, development
and manufacture within our
Company, through their utiliza-
tion by our customers, to their
disposal when their service life is
over.

We would like to give some
examples to show where we
stand today and the course we
shall follow in the future.

Products with Definite
Ecological Advantages in Use
The main characteristic of
EcoContact, our new environ-
ment-friendly tire for passenger
cars, is its significantly lower roll-
ing resistance compared with
other tires. During the life of a set
of tires, this means a saving of
about 200 liters of fuel, with a
corresponding reduction in CO,
emissions. In addition, EcoCon-
tact has a 10 % longer service life,




10% lower weight, a consider-
ably larger proportion of the
renewable raw material natural
rubber, and outstanding retread-
ability.

EcoContact clearly illustrates
the way in which the pursuit of
ecological objectives can lead
directly to products which are
also superior when measured by
economic criteria: With EcoCon-
tact, the cost-advantage ratio —
in other words, the comparison of
price to fuel saving — is demon-
strably positive.

We have also achieved a low
level of rolling resistance for our
truck tires. Moreover, our newest
drive-axle tire, the HD 75, has a
service life that is about 30%
longer than its predecessor, and
it makes approximately 3 deci-
bels less noise.

Our new filling-station hoses
are designed as a “hose within a
hose,” so that the fuel vapors
are channeled back into the
underground tank. This prevents
the escape of noxious vapors,
saves energy and avoids pollu-
tion.

Permeation in our polyamide-
lined coolant hoses is reduced by
a factor of 50. These extremely
liguid-tight hoses play a key role
in preventing the loss of coolant
in automobile air-conditioning
systems.

The products made by Gop-
pinger Kaliko from its new TEPEO
material are distinguished by a
40% reduction in weight. Since
they can be recycled, they make
a significant contribution to re-
source conservation, and there
are no problems connected with
their disposal. TEPEQ is used not
only in vehicle construction for
dashboards, door linings, center
consoles and seat backrests,
but also for handbags and satch-
els.

Ecologically Sound
Raw Materials

Today, natural rubber, a
renewable raw material, con-
stitutes about 30 % of our rubber
mixtures. In EcoContact, our new
environment-friendly tire for pas-
senger cars, we deliberately
increased the proportion of natu-
ral rubber.

Wherever we can, we are
replacing raw materials that pol-
lute the environment. CFHCs
(chlorinated fluorohydrocarbons)
were formerly used as produc-
tion auxiliaries. Now our manu-
facturing is totally free of these
substances.

Under certain circumstances,
a number of rubber chemicals
can produce nitrosamines. At the
beginning of 1993, we replaced
these chemicals entirely with
other raw materials in our tire pro-
duction. At ContiTech, technical
considerations have made the
phaseout more difficult.

We plan to make increasing
use of production residues and
scrap, in the form of rubber
crumb, for manufacturing new

1 — The environment-
friendly EcoContact

2 — More mileage and
less noise — the HD 75
truck tire

3 — Vapor-recovery
hose for filling stations

4 — Satchels made
from the new TEPEQ
material

5 — Leakproof coolant

hoses for automotive
air-conditioners

k]l
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1 — Retreaded for a
second lease on life:
The Contire truck tire

2 — Machine for
producing rubber crumb

3 — Crushing old tires
for recyeling

4 — Remaining tread
rubber is ground away
priar to retreading

products. We have already had
notable successes with extru-
sions, drive elements, cushioning
products, air-spring systems and
conveyor belts.

Although there are quite nar-
row limits to the use of old rubber
in new products, we are already
including proportions of recy-
clates ranging from 10 to 12% in
specific applications.

We are producing mats for
vibration isolation and sound-
proofing in rail-based traffic, as
well as absorption mats for oils
and lubricants, which are made
largely of old rubber. Both these



products also have a function in
environmental protection.

Environmental Protection
in Production

In this traditional arena of
environmental protection, our pri-
mary accomplishment has been
a substantial reduction in emis-
sions.

At the new power plant in
Hanover which we operate jointly
with VW and the City of Hanover,
we have created optimum condi-
tions for energy production
through the cogeneration of elec-
tricity and heat.

At other locations, we are
using natural gas as a fuel, instead
of coal and oil, thus reducing
emissions by as much as 90 %.

In our production processes
as well, emissions have been
drastically reduced, especially
those resulting from solvents
containing hydrocarbons. \Wher-
ever possible, we have replaced
HC-based solvents with agueous
ones in our tire manufacturing.

We have eliminated emis-
sions in the production of our
coated fabrics by having the
manufacture, transport and
return of solutions and pastes all
take place in a single closed con-
tainer.

We have developed our own
method of reprocessing residues
of solutions and pastes. The sol-
vents are fully recovered and the
rubber residue is further pro-
cessed as granules. We are also
allowing other companies to use
the equipment.

Our second important con-
cern in production is reducing
waste by collecting leftover
materials. At our plants, 12 differ-
ent types of these materials are
now being separately collected
so that they can be properly
recycled.

The collection of waste is not
limited to our production facil-
ities. At our administrative head-
guarters, wastepaper and other
materials are sorted and re-
cycled. When constructing ex-
hibition booths, we have dis-
carded the “throwaway" approach
in favor of modular building units
and system components, with-
out making any compromises in
the quality of our stands.

Recycling and Disposal of
Scrap Tires and Old Rubber

Our Vergolst subsidiary is one
of the major retreading com-
panies in Europe.

Retreading can save up to
75% of the material that would
be required for a new tire. Only
the tread and a part of the side-
wall are replaced. Today, about
50% of all truck tires are
retreaded; for passenger cars,
the percentage is somewhere
around 12% and could be
increased to about 20 %.

Certain ContiTech products
can also be given a new lease on
life by reprocessing. In the case
of rubber-metal combinations, at
least the metal part can fre-
guently be used again.

After two — or sometimes
even three — lives, our products
finally end up as old rubber or
scrap tires. Due to the lack of
possible applications, only a
small part can be reprocessed as
rubber crumb. Rubber, however,
is too valuable for the dump.

Therefore, scrap tires are now
being used — especially in Ger-
many — as a source of thermal
energy for the cement industry,
where they replace fossil fuels.
This appears to be a sensible
means of disposal over the
medium term.

In the future, we see possi-
bilities for raw-material recycling

processes in which rubber is
decomposed by a suitable
method into  hydrocarbons,
which can then be reused as pri-
mary materials.

We are also not only working
on major research programs of
our own for the reuse and dispo-
sal of old rubber, but also partici-
pating in similar projects with
other rubber processors through
the GAVS (Gesellschaft fir Alt-
gummi Verwertungs-Systeme).

In 1992, in order to provide our
customers with a reliable means
of disposing of their used tires,
we founded a tire disposal com-
pany, REG, as our contribution to
the collection and proper dispo-
sal of used tires.

Prevention, reduction
and recycling — these
are our ecological goals
in every phase of the

life of our products,

from design, planning,
development, manu-
facture, use and reuse

until their ultimate
disposal.
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THE CONTINENTAL SHARE

Dividend

As the large deficit for 1991 could
only be covered by drawing on capital
reserves and completely exhausting
retained earnings, the Administration
proposes to the Shareholders’ Meeting
that the net income for 1992 be accumu-
lated in order to replenish the reserves.

Earnings per share according to DVFA/SG*

in OM

* DVFA up to 1989

29.20

30 2620

1988 1989 1990 1991 1992

Price Trend

Due mainly to declining interest
rates on the capital markets at the end of
1991 and positive business forecasts,
sentiment on the German stock markets
during the first six months of 1992 was
preponderantly bullish. The German
share index (DAX) rose by about 6.9% to
1,68749 in January alone, reached
1,811.57, its high for the year, as early as
May 25, 1992, and closed at 1,752.63 on
June 30.

However, the Bundesbank’s decision
to raise the discount rate to a record
high of 8.75% as of July 17, 1992, trig-
gered a decline in share prices, in some
cases very pronounced, in the last six
months of the year. Not until November
and December was a degree of stabiliza-
tion achieved. By October 6, the DAX had
declined to 1,420.30; it closed the year at
1,505.05, considerably below its annual
average of 1,615.94.

On the first trading day of 1992, the
Continental share stood at DM 205.80,
slightly below the quotation of DM
207.00 on December 31, 1991. In the fol-
lowing months the price rose, reaching a
high of DM 281.00 on April 24, but in
the general decline during the second
half of 1992, the Continental share
dropped to a considerably lower level. Its
bottom price for 1992, DM 184.50, was
quoted on November 2, and it closed the
year at DM 198.00.

In the first quarter of 1993, the Ger-
man stock markets have staged a
recovery, with the price of the Continen-
tal share increasing to DM 229.50 on
February 12. After that, the price
declined to DM 213.00 on March 31 in
the light of generally negative expecta-
tions for the automotive industry.

International Listings

The Continental share is listed on all
eight German stock exchanges and on
four other floor-trading stock exchanges
in Europe.

In addition, since May 1989, it has
been traded in the US.A. in the form of a
sponsored ADR (American Depositary
Receipt). In the City of London, the share
has been quoted since the beginning of
1991 as part of a market-maker system
known as “SEAQ” (Stock Exchange Auto-
matic Quotes).

High Share Liquidity

Total sales of German shares on the
German stock exchanges amounted to
DM 1,337.9 billion in 1992. DM 6.91 bil-
lion or about 0.52% (1991: 0.69%) of
these sales was attributable to the Con-
tinental share. The Continental share
thus continues to be a highly liquid Euro
equity investment.

Earnings According to the
DVFA/SG

1992 per-share earnings, computed
according to the methods of the German
Association of Financial Analysts (DVFA/
SG), at DM 14.80, were higher than
the previous year’s figure of DM 5.05.
Cash flow per share amounts to DM
79.50 (1991: DM 59.90).



Employee Shares

In pursuance of a long-term pro-
gram for the issue of employee shares,
Continental AG sold a total of 18,930
shares to employees in the fall of 1992.

Investor Relations and PR

In order to ensure that the Corpora-
tion would be well supplied with capital
over the long term, Continental has
always paid special attention to its
shareholders’ desire for information. By
means of press releases, letters to the
shareholders, brochures and annual
reports, Continental regularly supplies
up-to-the-minute information on com-
pany strategies, medium-term corporate
planning, capital investment programs
and key figures. Financial presentations
and round-table discussions with

Key Figures for the Continental Share

(in DM per share)

1988 1989 1990 1991 1992
Net income/loss 22.50 ~ 26.20 1060  —14.60 1510
Dividend 8.00 800  4.00 0 0
Dividend with 13
tax credit 1250 1250 625 0 0
DVFA/SG earnings 29.20 26.20 11.10 5.06 14.80
Cash flow 7200 6950 5805 5990 7950
Book value 191.60 19830 19840 17240 18320

Market price (12/31 )_ 271.50 322.00 207.00 207.00 198.00

Nur_nber of shares

at year-end
(in thousands) 8,653

8,700 8,782 8,785 8,826

German and international analysts and
investors have long been part of our
daily routine. For many years, Continen-
tal has been submitting its DVFA/SG
earnings to the Committee on Methods
for comment.

Our frank, comprehensive informa-
tion policy is designed to strengthen the
relationship of trust we have established

with our shareholders, potential inves-
tors and financial analysts. This, in turn,
results in a correct evaluation of the
Continental share and its wide distribu-
tion among international investors — to
everyone’s benefit. In addition, the iden-
tity of the Corporation and its products
is enhanced on a worldwide scale.

Share price development since June 30, 1989 *

June 30, 1989 = 100%
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* average of the manth’s highest and lowest price
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COMMENTARY ON THE FINANCIAL STATEMENTS
ASSETS, FINANCIALPOSITION AND EARNINGS

OF THE CORPORATION

Structure of the consolidated balance sheet

Assets DM 6,649m 7.058m 7,058m 6,649m Shareholders’
equity and
liabilities

Fixed assets 51.4% 504% Shareholders’

and investments AT equity
Long-term
borrowings

Inventories

Receivables Short-term
borrowings

Liquid assets/

Securities

1991 1992 1992 1991
Corporate financing in 1992 (DM million)
Application of funds: 1125 1125 Source of funds:
Property, plant and equipment 709 | Depreciation of fixed assets
145 Fixed assets retirements
307 Increase in borrowings®
Increase of current assets
102 Shareholders’ equity®
Addition of new companies
it Other

* including proportionate special reserves

Changes Compared with 1991

Gonsolidated sales for 1992 rose by
DM 313.0 million, or 3.3 %. DM 452.1
million of these sales was attributable to
the Nivis group, and Smiley Birkenshaw
Tyre Co. Ltd., Glasgow, U.K., which
were fully consolidated for the first time.
Without the new companies, consoli-
dated sales would have been 1.5% lower
than in 1991.

Sales of the General Tire Group,
expressed in U.S. dollars, rose by 1.9%
over 1991, but due to the decline in the
average annual currency translation rate,
this gain was not reflected in consoli-
dated sales.

Balance Sheet Structure and
Financial Position

With a growth rate of 6.1%, total
assets increased considerably faster than
sales, reaching DM 7,057.8 million on
December 31, 1992.

Companies included for the first
time accounted for DM 251.4 million of
the gain in total assets. On a comparable
basis, total assets grew by only 2.4%.

The proportion of fixed assets and
investments to total assets declined
slightly, from 51.4 % to 50.4%. While
property, plant and equipment continued
to rise substantially, driven by capital
expenditures of DM 709.3 million with
depreciation of DM 465.3 million, intan-
gible assets and investments decreased.
Inventories and trade accounts receiv-
able rose by 7.6%. The 9.4% growth in
inventories was attributable to the initial
consolidation of Nivis, to an increase in



stock at Continental Aktiengesellschaft,
caused mainly by the reduction in snow
tire sales, and to a build-up at General
Tire, as North American dealers reduced
their stock to normal levels.

Consolidated shareholders’ equity,
including the equity portion of special
reserves, rose by DM 102.4 million, or
6.8%. This produced a slight increase in
the equity ratio, from 22.8% to 22.9%.
The equity ratio of Continental
Aktiengesellschaft was 38.7 %, as against
41.4% in 1991, clearly reflecting the fact
that Continental AG has been acting
increasingly as a holding company dur-
ing the past few years.

Provisions again showed a slight
increase and now amount to 27.8% of
total assets. It should be noted that only
part of the provisions made in 1991 for
restructuring programs has been used.
Therefore, on the balance sheet at
December 31, 1992, the provisions for
restructuring measures, which include
those made in 1992, are higher than in
1991. Indebtedness rose by DM 263.9
million, reaching 149% (1991: 142 %) of
shareholders’ equity. DM 145.8 million of
the increase in indebtedness is attribut-
able to the acquisition of new companies
and DM 86.7 million to the net additions
to property, plant and equipment
(excluding the new companies). The
capital turnover rate remained constant
at 1.4. The balance sheet structure of
the Continental Corporation continues
to be strong, as shown by the fact that a
high proportion of fixed assets, invest-
ments and inventories (90.0 %) was
again financed by shareholders’ equity
and long-term borrowings. In 1992,
98.9% of capital expenditures were fi-
nanced by the cash flow (1991: 63.4%).

Continental Corporation

In millions of DM 1988 1989 1990 1991 1992
Cash flow
Net income : ] =
before income taxes 338.7 369.3 15331 —1228 165.2
Depreciation on property, "
plant and equipment
and intangible assets 375.8 367.5 378.0 531.0 502.6
Other deductions from e
income, which do not :
affect cash flow 52.8 9.6 38.6 123.3 65.8
Income taxes —1439 —1415 — 599 — 53 — 222
Cash flow 623.4 604.9 510.0 526.1 701.4:
Acquisition of
~ new companies —1127 —1183 —3530 —4705 —1458
Capital investment —4477 —5324 —6895 —8293 —709.3
Divestitures 30.2 88.8 168.4 292.3 144.8
Other changes 2469 —1461 —2523 —1256 — 2550
Change in
indebtedness —1537 —1031 —6164 —607.0 —2639

Improved Earnings and Liquidity

Net income for 1992 represents an
increase of DM 261.2 million compared
with the previous year. Net income
before extraordinary expenses and
income taxes rose by DM 113.1 million,
while extraordinary expenses decreased
by DM 165.0 million.

With sales rising by 3.3% to DM 9.7
billion, operating income was up 41.5%
over 1991. The turnaround at General
Tire, which has proceeded as planned,
made a major contribution, although
General Tire’s overall result continues to
be unsatisfactory. While there were slight
improvements at ContiTech and in the
passenger tire sector, the truck tire busi-
ness has not yet met our expectations.
Competitive pressure is still causing us to
conclude unsatisfactory contracts with
the automotive industry.

Despite slightly lower average inter-
est rates, net income from investments
and financial activities declined, because
of the further increase in indebtedness
incurred in 1992 in connection with the
heavy outlays for fixed assets and
acquisitions.

Extraordinary charges consisted
mainly of further provisions for restruc-
turing measures designed to continue
the turnaround at General Tire.

If the extraordinary expenses are
disregarded, the net profit margin and
the return on shareholders’ equity are
considerably higher than in 1991.
Accordingly, income before interest,
income taxes and extraordinary charges
(EBIT) rose by DM 133.5 million (39.9%)
to DM 468.3 million (1991: DM 334.8
million).
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EBIT/sales
in %

EBIT/sales
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1987 1988 1989 1990

1991

1992

Distribution of value added in 1992 (Corporation)

DM 3,725.2 million = 100%

89.7%
to employees

72.0% to contributions on
gross salaries and wages

4.2% to pensions and
other employee benefits

13.5% to social welfare contributions

3.6% retained in
the business

6% to the
public sector

f 6.1% to outside

creditors

Continental Corporation

In millions of DM 1992 1991  Change in %
Source of value added

Sales B 96899 93769 3130 33
Other income 2047 2466 — 419 —17.0
Corporate perfor_njq[lf:_e o 9,894.6 9,623.5 __271.'{ 2.8
Cost of materials — 39182 — 36663 —2629 — 72
Depreciation (total) — 5028 — 5318 290 55
Other input from dutsiders —1,7484 — 21166 368.2 17.4
Value added 37252 33198 4064 122
Distribution of value added _ P B
Personnel expense 33433 32364 1069 38
Interest 2267 2063 204 9.9
Incom; taxes _ 222 5.3 1_69 3189
Net income 133.0 — 1282 261.2

Value added 37252 33198 4054 12.2

The cash flow increased substan-
tially compared with the previous year,
reaching the record level of DM 701.4
million. Its proportion of sales rose from
5.6% to 7.2%.

The debt ratio declined to 3.8 in
1992 as a result of lower capital expendi-
tures and restraint with regard to
acquisitions.

Value Added

The Corporation’s performance
increased by DM 271.1 million, or 2.8%.
After deducting input from other
sources, value added amounts to DM
3,725.2 million. This is DM 405.4 million
more than in 1991, or an increase of
12.2%.

Value added was distributed as fol-
lows: Personnel expense accounted for
89.7%, 6.1% went for interest and 0.6%
for income taxes. There remained a net
income of DM 133.0 million (3.6%),
including consolidated net earnings,
which is to be allocated to consolidated
reserves in order to increase the Corpo-
ration’s capital resources.



MAJOR COMPANIES OF THE CONTINENTAL CORPORATION

Company = Corporate Shareholders’ Net income / loss Sales Employees
interest. equity 1992 1991 1992 iy
in % DM 000 DM 000 DM 000 DM 000 12/31/1992
I. Affiliated companies (according to accounting and valuation principles uniform throughout the Corporation)
1. Domestic companies e, il
Uniroyal Englebert Reifen GmbH, Aachen 100.0 216,347 2,285 * 3260* 612,345 2,278
Uniroyal Englebert Tyre Trading GmbH, Aachen 100.0 14— 1,240 1,512 223,168 =
Goppinger Kaliko GmbH, Eislingen 96.3 36,657 491 * 1,002* 215,979 1,013
Bamberger Kaliko GmbH, Bamberg e 96.3 4,493 T 73* 45567 181
Deutsche Semperit GmbH, Munich 100.0 17,321 1,692 4,770 221,589 111
Deutsche Schlauchbootfabrik Hans Scheibert GmbH & Co. KG, Eschershausen 100.0 7,376 4,253 5,576 36416 245
KA-RI-FIX Transportband-Technik GmbH, Kerpen-Sindorf . 100.0 1,869 688 1,419 28,500 160
Clouth Gummiwerke AG, Cologne 100.0 —41,280 — 3076 —34105 190,532 923
2. Foreign companies ) s b
Continental Holding France SARL, Sarreguemines/France 100.0 183,166 23,254 2,495 e =
SICUP SNC, Sarreguemines/France s 100.0 81,271 15,922 18,038 536,102 1,106
Société des Flexibles Anoflex SA, Caluire/France 99.9 32,636 1,672 3,226 195,517 1,036
Semperit Reifen Aktiengesellschaft, Vienna/Austria 95.0 366,981 62,293 54,969 969,474 3,031
Pneu Uniroyal Englebert S.A., Herstal-lez-Liége/Belgium 1000 58,493 3632 — 8918 454,071 1,075
Uniroyal Englebert Textilcord S.A., Steinfort/Luxembourg 100.0 56,3569 10,068 6,657 118266 259
Continental Industrias del Caucho SA, Coslada, Madrid/Spain 100.0 16,726 10 — 4554 86298 202
Continental Mabor Industria de Pneus S.A., Lousado/Portugal 60.0 55469 — 6325 — 4,100 68,025 938
Semperit (Ireland) Ltd., Dublin/Ireland L% 100.0 48,258 12,871 — 10,989 168,358 745
Continental Tyre & Rubber Group Ltd., West Drayton/UK 100.0 31,156 3,603 4,779 319,411 298
Uniroyal Englebert Tyres Ltd., Newbridge/UK 1000 324,805 8,319 2,005 205,487 1,055
National Tyre Service Ltd., Stockport/UK 100.0 37,840 1,782 1,446 440,806 2,002
General Tire Inc., Akron, Ohio/USA 100.0 223572 —36,168 —203,039 2025296 8,236
General Tire Canada Inc., Barrie, Ontario/Canada 100.0 3,161 1,339 —140245 102806 51
General Tire & Rubber Company of Morocco, Casablanca/Morocco 53.1 18,228 4,077 5,309 71,336 702
C.U.P. SNC, Roissy/France - ~100.0 27,562 2,212 3,809 295,072 304
Continental Caoutchouc (Suisse) S.A., Zurich/Switzerland 1000 15,080 1,171 1,014 63850 81
Pneu Uniroyal-Englebert S.A., Geneva/Switzerland 100.0 9,761 SIS 673 48,427 18
Semperit (Schweiz) AG, Dietikon/Switzerland 100.0 15,830 310 312 20178 29
Continental Italia S.p.A., Milan/Italy - 100.0 7,796 502 854 98,232 95
ContiTech AGES S.p.A., Santena/ltaly 100.0 67,769 — 5586 — 8215 154,153 880
Hycop AB, Motala/Sweden 100.0 3,068 180 — 856 37842 154
Continental Coordination Center S.A., Herstal-lez-Liége/Belgium 100.0 332,260 31,286 26,147 = 17
Birkenshaw Tyre Co. Ltd. (Smiley), Glasgow/UK ] 100.0 6523 — 1,018 = 25110 3N
Nivis Tyre AB, G6teborg/Sweden (Continental Dack Norden AB as of 1/1/1993) 100.0 44,476 3,834 = 310,540 867
Il. Associated companies
KG Deutsche Gasrusswerke GmbH & Co., Dortmund 321 16,500 1,600 1500 111,891
Drahtcord Saar GmbH & Co. KG, Merzig/Saar 50.0 22938 1,938 1,626 137,857
SAVA-Semperit, Kranj/Slovenia I 278 176,813 126 423 245,338
Compania Ecuatoriana del Caucho, Cuenca/Ecuador I 358 24,262 6,195 8,197 84,631 =

A complete list of the companies of the Continental Corporation and those of Continental Aktiengesellschaft has been filed with the Commercial Register of the
Hanover District Court. The list is also available for inspection by the shareholders of Continental Aktiengesellschaft at the Company’s business premises.

* After profit/loss transfer




CONTINENTAL AKTIENGESELLSCHAFT
CONSOLIDATED BALANCE SHEET

Assets
See Note 12/31/1992 12/31/1991
No. DM 000 DM 000
Fixed assets and investments
Intangible assets (1) 679,213 759,931
Property, plant and equipment (2) 2,756,740 2,498,375
Investments (3) 118,384 158,535
3,654,337 3,416,841
Current assets
Inventories (4) 1,651,585 1,609,293
Receivahles and other assets (5) 1,757,633 1,620,455
Marketable securities 6,070 963
Liquid assets (6) 51,746 66,286
3,467,034 3,196,997
Prepaid expenses (7) 36,444 35,421
7,057,815 6,649,259
Shareholders’ equity and liabilities
See Note 12/31/1992 12/31/1991
No. DM 000 DM 000
Shareholders’ equity
Subscribed capital (8) 441,301 439,227
Consolidated reserves (11) 1,002,879 935,146
Minority interests (12) 120,325 96,590
Reserve for retirement benefits (13) 2,081 2,495
Net income available for distribution 19,507 -
1,586,093 1,473,458
Special reserves (14) 33,997 45,752
Provisions (15) 1,958,960 1,909,349
Liabilities (16) 3,478,765 3,220,700

7,057,815 6,649,259




CONTINENTAL AKTIENGESELLSCHAFT

CONSOLIDATED STATEMENT O

Sales

Cost of sales

Gross profit on sales

Selling expenses

Administrative expenses

Other operating income

Other operating expenses

Net income from investments and financial activities
Net income from regular business activities
Extraordinary charges

Taxes on income and profits

Net income/loss for the year

Balance brought forward from previous year
Minority interests in earnings

Change in consolidated reserves

Withdrawal from the reserve for retirement benefits

Net income available for distribution

FINCOME

See Note 1992 1991
No. DM 000 DM 000
(17) 9,689,870 9,376,924
(18) 7,089,096 7,006,176

2,600,774 2,370,748

(19) 1,453,666 1,382,712
(20) 649,593 609,065
(21) 197,062 236,118
(22) 230,626 287,111
(23) — 219,047 — 196,188
244,904 131,800

(24) — 89,689 — 254,656
— 22,201 —= 5,297

+ 133,014 — 128,153

= 1,255

(25) =S 231 + 628
— 116,238 + 125,904

+ 414 4F 366

19,507 —

Based on an audit performed in accordance with our professional duties, the con-
solidated financial statements comply with the legal regulations. The consolidated
financial statements present, in compliance with required accounting principles,

a true and fair view of the net worth, financial position and results of the Corpo-
ration. The management report for the Corporation is in agreement with the con-
solidated financial statements.

Hanover, May 3, 1993

KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft
Wirtschaftspriifungsgesellschaft

Dr. Richter Kirste
Certified Public Certified Public
Accountant Accountant
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CONTINENTAL AKTIENGESELLSCHAFT
BALANCE SHEET

Assets

See Note

No.

Fixed assets and investments
Intangible assets (1)
Property, plant and equipment (2)
Investments (3)
Current assets
Inventories (4)
Receivables and other assets (5)
Liquid assets (6)
Prepaid expenses (7)
Shareholders’ equity and liabilities

See Note

No.

Shareholders’ equity
Subscribed capital (8)
Capital reserves (9)
Retained earnings (10)
Reserve for retirement benefits (13)
Net income available for distribution
Special reserves (14)
Provisions (15)
Liabilities (16)

42

12/31/1992
DM 000

21,776
447,713
1,733,950
2,203,439

463,212
398,435

9,538
871,185

1,322

3,075,946

12/31/1992
DM 000

441,301
701,429
18,900
2,081
19,507
1,183,218

16,208

546,049

1,330,471

3,075,946

12/31/1991
DM 000

15,494
416,469
1,642,164
2,074,127

405,185
313,662

14,440
733,287

2,287

2,809,701

12/31/1991
DM 000

439,227
696,637

2,495

1 38,35;
50,279
435,473

1,185,590

2,809,701



CONTINENTAL AKTIENGESELLSCHAFT
STATEMENT OF INCOME

See Note 1992 1991

No. DM 000 DM 000

Sales (17) 3,334,423 3,271,624
Cost of sales (18) 2,746,424 2,649,192
Gross profit on sales 587,999 622,432
Selling expenses (19) 253,698 241,681
Administrative expenses (20) 194,894 186,347
Other operating income (21) 203,898 169,862
Other operating expenses (22) 195,279 173,001
Net income from investments and financial activities (23) — 47772 — 10,468
Net income from regular business activities 100,254 180,797
Extraordinary charges (24) — 62,000 — 602,673
Taxes on income and profits = 261 =F 4,739
Net income/loss for the year 37,993 - 417137
Balance brought forward from previous year = 1,255
Withdrawal from capital reserves = 265,817
Change in retained earnings — 18800 + 149,699
Withdrawal from the reserve for retirement benefits S 414 + 366
Net income available for distribution 19,507 —

Based on an audit performed in accordance with our professional duties, the ac-
counting records and the financial statements comply with the legal regulations.

The financial statements present, in compliance with required accounting princi-
ples, a true and fair view of the net worth, financial position and results of Conti-
nental Aktiengesellschaft, Hanover. The management report is in agreement with
the financial statements.

Hanover, May 3, 1993
KPMG Deutsche Treuhand-Gesellschaft

Aktiengesellschaft
Wirtschaftspriifungsgesellschaft

Dr. Richter Kirste
Certified Public Certified Public
Accountant Accountant
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CHANGES IN CONSOLIDATED
FIXED ASSETS AND INVESTMENTS

0 3 Acquisition/Manufacturing cost Depreciation Net value
g As of Reclassi-  Retire- As of As of Reclassi-  Retire- As of As of As of
N 1/1/1992 Additions fications  ments 12/31/1992 1/1/1992 Additions fications  ments 12/31/1992 12/31/1992 12/31/1991
DM 000 DM 000 DM 000 DMO00O0 DMOOO DMO00O0O DMO0OO DMO0CO DMOQ0O0O DMO0O0 DMOO0 DM 000
. Intangibles o
Concessions, industrial .
~_and similar rights and 3 -
assets and licenses ¥
in such rights and assets 54,707 16,110 2646 2,182 71,281 35021 14266 —26 2107 47,164 24127 19,686
Goodwill 766,643 51,685 —2,861 54765 760,702 31,504 80,389 310 111,683 649,119 735,139
Payments to suppliers 5106 3530 —2,653 16 5967 B 5,967 5,106
= 826456 71,325 —2,868 56963 837950 66525 94655 —26 2417 158737 679213 759,931
Il. Property, plant and = - = G o
equipment - al = =
Land, land Agnts and d —
buildings including
__ buildings on third o e
party land 1,314,806 111,068 20,043 65939 1,379,968 583583 44,252 257 23976 604,116 775852 731,223
Technical equipment and } A 3
machines 3,379,821 390,385 282,006 214,848 3,837,363 2,283,039 312417 — 39 114,146 2,481,271 1,356,092 1,096,782
Other equipment, factory
__and office equipment 1,222,303 212,725 36,666 92409 1379285 894431 196,989 —192 77,003 1,014,226 365060 327,872
Payments to suppliers and e
_ assets under construction 342,757 259,707 —338,707 4,021 269,736 259 126 385 259,736 342,498
e 6,259,687 973,875 7 377,217 6,856,352 3,761,312 553,784 26 215,510 4,099,612 2,756,740 2,498,375
lll. Investments = |
Shares in affiliated companies 2,430 640 2,861 2,861 3,070 1,391 1,391 1,679 1,039
Shares in associated s il L
~_companies. 98,516 4,211 42,304 60,422 1,717 178 1,895 58527 96,798
Investments 6,207 165 708 5,664 835 692 143 5,521 5,372
Securities included in . i 3 5
investments 23302 1,701 566 24,437 2,198 b 10 2193 22244 21,104
Other loans 36,566 1,676 5,585 32,657 3.314 —36 147 3131 29,526 33,252
Other financial assets 1,149 173 298 1,024 178 42 137 887 970
s 168,169 8,566 2,861 52,322 127,274 9634 147 891 8,890 118,384 158,535
7,254,312 1,053,766 486,502 7,821,576 3,837,471 648,586 218,818 4,267,239 3,554,337 3,416,841
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CHANGES IN FIXED ASSETS AND INVESTMENTS
OF CONTINENTAL AKTIENGESELLSCHAFT

) Acquisition/Manufacturing cost Depreciation Net value
. As of Reclassi-  Retire- As of Asof Retire-  Asof As of As of
1/1/1992 Additions fications  ments 12/31/1992  1/1/1992 Additions  ments 12/31/1992 12/31/1992 12/31 /11991
DMOO0O DMOO0 DMO0O DMOOO DMQOOO DMOOO DMO0OO DMOOO DMOOO DMO0O DM 000
I. Intangibles B B - o _-
Concessions, industrial g -
and similar rights and B Ny
~ assets and licenses el = - ) — -
~in such rights and assets 24908 1141 1,799 n 37,407 13593 8,250 707 21,136 16,271 11,315
Payments to suppliers 4179 3125, —1,799 5,505 5,505 4179
= 29,087 14,536 711 42912 13593 8,250 707 21,136 21,776 15,494
Il. Property, plant and i
~_equipment Sk .
Land, land rights and . .
buildings including g i ] = - § .
buildings on third . B ]
party land 3785611 14,350 2,743 1,281 394323 274194 20121 1,241 293074 101,249 104,317
Technical equipment and ety X
machines 1,233651 71677 23810 25419 1,303,719 1,061,517 77329 24,407 1114439 189,280 172,134
Other equipment, factory 3 ] =
and office equipment 520,881 71,874 7,887 23634 577,008 429,743 62,063 20,602 471,204 105,804 91,138
Payments to suppliers and ) i
‘assets under construction 48,880 36,940 — 34,440 51,380 i N 51,380 48,880
e 2,181,923 194,841 50,334 2,326,430 1,765454 159,513 46,250 1,878,717 447,713 416469
lil. Investments -
Shares in affiliated " y B L .
~_companies 2,190,560 152,261 49,502 55898 2336425 642,214 2,592 644,806 1,691,619 1,548,346
Investments 77,300 — 49,502 27,798 27,798 77,300
Other loans 16635 523 2,511 14,547 17 ) 3 14 14,633 16,518
B 2,284,395 152,784 58,409 2,378,770 642,231 2,592 3 644,820 1,733,950 1,642,164
4,495,405 362,161 109,454 4,748,112 2,421,278 170,355 46,960 2,544,673 2,203,439 2,074,127
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Scope of Consolidation

The consolidated financial state-
ments include, in addition to Continen-
tal Aktiengesellschaft, all domestic and
foreign companies in which Continental
Aktiengesellschaft has a direct or indi-
rect interest of more than 20%.

We have consolidated 159 domestic
and foreign companies in addition to the
parent company. Seven companies were
added in 1992. Three companies are
no longer included, because they were
merged with other consolidated com-
panies. As a result of the sale of its shares
at the beginning of 1993, one company
has been consolidated only with regard
to the statement of income; its balance
sheet items are not included.

Retirement benefit organizations
and a few companies whose property,
debts, expenses, and income, individ-
ually and collectively, are of only minor
significance in the asset, financial, and
earnings position of the Corporation are
not consolidated.

Principles of Consolidation

133 subsidiaries, whose financial
statements are prepared according to
accounting and valuation principles that
are uniform throughout the Corporation,
are fully consolidated. With the excep-
tion of a few small companies, all of the
financial statements included are pre-
pared as of the date of the Corporation’s
financial statements. The assets and lia-
bilities of our subsidiaries are entered in
the consolidated balance sheet, instead
of their book value. The acquisition cost
is offset against our interest in the share-

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AND THE FINANCIAL STATEMENTS OF CONTINENTAL AKTIENGESELLSCHAFT

holders’ equity of the subsidiary on the
date of acquisition. When the book value
of our investment in a company is
higher than the Corporation’s interest in
its shareholders’ equity, the company’s
undisclosed reserves, primarily relating
to land, have been added in its balance
sheet. Any remaining goodwill has been
capitalized as goodwill in the consoli-
dated financial statements.

Appropriate adjustments for
minority interests are made for interests
not held by the parent company in fully
consolidated companies.

26 associated companies are valued
by the equity method. If the acquisition
cost exceeds the Corporation’s interest in
the shareholders’ equity of the associ-
ated company, the company’s undis-
closed reserves, primarily those in land,
have been added. Any remaining good-
will items are capitalized in the consoli-
dated financial statements. The Corpora-
tion’s share in the net income of these
companies is included in the consoli-
dated statement of income as part of net
income from investment in other com-
panies.

Receivables, liabilities, income, and
expenses among fully consolidated com-
panies are eliminated.

Intercompany profits are eliminated
when valuing consolidated inventories;
intercompany profits relating to fixed
assets are not eliminated, because they
are insignificant.

Whenever consolidation procedures
result in profits or losses, an allowance is
made for deferred taxes.

Foreign Currency Translation

Receivables and liabilities in foreign
currency are translated at the rate
prevailing on the date they are entered

in the books for the first time, or, if they
have been hedged, at the forward rates.

Losses resulting from foreign
exchange that have not yet been realized
on the balance sheet date are covered by
provisions charged against income;
unrealized profits are disregarded.

In the financial statements of
foreign companies, the balance sheet
items, including net income, are trans-
lated at the rate prevailing on the bal-
ance-sheet date. Differences from the
previous year’s translations are offset,
with no effect on income, against
retained earnings.

Income and expenses are translated
at the average rates for the vear.

Principles of Accounting and
Valuation

Assets

Acquired intangible assets are car-
ried at acquisition cost and amortized by
the straight-line method over their
anticipated useful life. Capitalized good-
will resulting from the acquisition of
companies is deducted in instalments
from retained earnings on the balance
sheet, over periods estimated individ-
ually at from 10 to 20 vears.

Property, plant and equipment is
valued at acquisition or manufacturing
cost, less scheduled depreciation. Interest
paid by the Corporation on loans used to
finance the construction of new tire
factories is capitalized and included with
these assets.



Continental Aktiengesellschaft uses
the declining balance method to depreci-
ate movable fixed assets, while the
straight-line method is used for all other
fixed assets. We change over from the
declining balance method to the
straight-line method as soon as this
leads to higher cumulative depreciation.
Any special depreciation permitted by
the tax laws has been taken in the finan-
cial statements of Continental Aktienge-
sellschaft, since they form the basis of
the balance sheet prepared in accord-
ance with the tax regulations. In the
consolidated financial statements, addi-
tions are depreciated by the straight-line
method.

The following table shows the use-
ful life taken as a basis for depreciating
the major categories of property, plant
and equipment:

Buildings up to 33 years
(additions from 1990 on, up to
25 years),

Technical facilities and machinery
10 vears,

Plant and office equipment
4 to 7 years,

Molds up to 4 years.

Additions to movable assets made
during the first six months of the year
are depreciated at the full annual rate,
and those made during the last six
months at half the annual rate. Minor
fixed assets are written off completely in
the year of acquisition.

Interests in affiliates and other com-
panies held as investments are valued at
acquisition cost, less any necessary
writedowns.

Interest-bearing loans granted are
shown at face value; loans which bear
little or no interest are discounted to
their cash value.

Inventories are carried at the lower
of acquisition/manufacturing cost or
market. Manufacturing cost includes
direct costs and a proportional part of
indirect material and production over-
head, as well as depreciation. Appropri-
ate adjustments are made for declines in
value due to reduced usability or pro-
longed storage.

In valuing receivables and miscella-
neous assets, we make reasonable allow-
ances to cover all perceivable risks,
including lump-sum provisions to cover
the general credit risk.

Insofar as is permissible, we have
continued to take all the extraordinary
depreciation and writedowns, as well as
the depreciation and writedowns for tax
purposes, which were taken in previous
years on fixed assets, investments, and
current assets.

Discounts and issue costs of loans
and bonds are shown as prepaid expen-
ses and amortized over the term of the
individual loans and bonds.

Shareholders’ Equity
and Liabilities

Provisions based on sound business
judgment are set up for all perceivable
risks, undetermined obligations and
impending losses.

At our German companies, the pro-
visions for pension plans and similar

obligations are calculated at a 6% interest

rate, on the basis of actuarial computa-
tions in accordance with the statutory
method.

Pension commitments and similar

obligations of foreign companies are also

computed according to actuarial princi-

ples, discounted to the present value at
the interest rates prevailing in the
respective countries, and covered by
appropriate provisions for pension plans
or by pension funds. Employee claims for
severance benefits under national laws
have also been taken into account.

The obligations of General Tire Inc,,
Akron, Ohio, for post-retirement medical
benefits in the U.S.A. are fully covered by
provisions computed according to actu-
arial principles. Furthermore, in accord-
ance with the U.S. regulation that is
applicable as of 1993, we made a provi-
sion on the consolidated balance sheet
for the retirees and vested work force, as
well as the non-vested employees.

As a rule, provisions for repairs that
have been postponed to the subsequent
year are established in the amount of the
probable cost. Depending on their
nature, some of the provisions made for
large repairs, environmental protection
measures and, in particular, necessary
structural improvements constitute
extraordinary expenses. When there are
temporary differences between the
values of the individual companies’
assets and liabilities as determined
according to the tax laws and those
appearing in their balance sheets, which
are prepared according to valuation
principles that are uniform throughout
the Corporation, deferred taxes may
result. We have provided for the latter
only insofar as they are expected to
result in a future tax expense.

Liabilities are stated at the redemp-
tion amount.
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NOTES TO THE BALANCE SHEET

Fixed Assets and
Investments

(1) Intangible
Assets

(2) Property, Plant
and Equipment

(3) Investments

Assets

The separate categories of fixed assets and investments that are combined in the balance sheets and the changes in them during the
fiscal year are shown on pages 44 and 45. The various assets are shown according to the gross value method at the original
acquisition or manufacturing cost, or at the residual book value at the time of acquisition.

The additions in the amount of DM 71.3 million consist mainly of the goodwill from the acquisition of Nivis Tyre AB, Giteborg,
Sweden, and Smiley Birkenshaw Tyre Co. Ltd., Glasgow, UK. This item also includes the goodwill acquired for consideration by the
consolidated companies. Goodwill of this kind is charged against income.

Franchises, operating licenses, industrial property and similar rights and values, and licenses under such rights, as well as advances
to suppliers, relate almost exclusively to EDP software supplied from outside sources.

Additions to fixed assets consisted mainly of new machinery and molds to maintain and safeguard our technical and economic
capabilities, to expand capacities, to streamline operations, to boost productivity, and to assure the quality of our products. Retire-
ments consisted for the most part of land that was not needed for our operations and of technologically and economically obsolete
machinery and facilities.

The initial consolidation of new companies caused an increase of DM 171.6 million (DM 260.1 million, less accrued depreciation of
DM 88.5 million) in property, plant and equipment.

The other additions are shown in the table below:

1991

1992
DM 000 Continental AG Consolidated Continental AG Consolidated
Tires (CUS) 104,784 418,135 89,058 361,021
General Tire = 139,976 = 314,491
ContiTech 69,495 134,975 79159 138519
Other 20,562 20,687 15,265 15,288
194,841 713,773 183L482 829,319

On the balance sheet of Continental Aktiengesellschaft, interests in affiliated companies increased as a result of the acquisition of a
51% interest in Nivis Tyre AB, Goteborg, Sweden, the capital increases at Uniroyal Englebert Reifen GmbH, Aachen, and Uniroyal
Englebert Tyres Ltd., Newbridge, UK., to finance the acquisition of National Tyre Service Ltd., Stockport, UK., and the capital increase
at Continental Mabor Industria des Pneus S.A., Lousado, Portugal. The retirement concerns the shares of General Tire de Mexico SA
de C.V, Mexico City, Mexico, which are shown under other assets since they were sold at the beginning of 1993. A list of the major
companies included in the Continental Corporation is presented on page 39 of this report. The complete list of the companies of the
Continental Corporation and those of Continental Aktiengesellschaft has been filed with the Commercial Register of the Hanover
District Court.

The securities we hold as investments consist primarily of fixed-interest government obligations, which are used to cover provisions
in the Austrian companies’ balance sheets for retirement claims of employees. Loans granted include residential construction loans
to employees, financing contributions to utility companies, and other loans.



As of 12/31/1992 As of 12/31/1991 (4) Inventories

WOOO Continental AG Consolidated Continental AG Consolidated
Raw materials and supplies 89,785 308,617 . 87,976 291,231
Work in process 86305 194821 84,664 196,763
Finished goods and merchandise 288,172 1,146,955 232,810 1,018,565
Advances to suppliers - 756 313 2282 5498
;ud-vances from customers 1,806 = 1.,943 2,647 2,764

463,212 1,651,585 405,185 1,509,293

The growth in consolidated inventories was attributable mainly to the increase in inventories at Continental Aktiengesellschaft and,
in the amount of DM 65.0 million, to the initial consolidation of the Nivis group.

= E (5) Receivables

Continental AG Due in Due in
I - ] n As of more than 3 As of more than andiOtherRadats
DM000 1 12/31/1992 1 year 12/31/1991 1 year
Trade accounts receivable 178,931 823 189,363 730
Receivables from affiliated companies 106,517 = 88,547 2
Receivables from companies in - . =
which participations are held 1,704 B 1,617 e
Other assets e 111,283 17,560 34135 17,938
398,435 18,383 313,662 18,668
Consolidated o Due in Due in
i - As of more than As of more than
DM 000 ; 12/31/1992 1 year 12/31/1991 1 year
Trade accounts receivable 1,410,906 3,997 1,337,412 10,220
Receivables from affiliated companies 10,986 = } 10,222 17
Receivables from cgmpahiés in b -
which participations are held 11,274 - 21,143 -
Other assets - 324,467 25,111 251,678 i 27,216
‘ = 1,757,633 29,108 1,620,455 37,453

0f the parent company’s trade accounts receivable, 76.7% is attributable to domestic customers and 23.3% to customers abroad. The
DM 73.5 million increase in consolidated trade accounts receivable reflects the addition of DM 81.9 million due to the initial consoli-
dation of new companies.

(6) Liquid Assets

 Asof12/31/1992 As of 12/31/1991
DM 000 Continental AG  Consolidated Continental AG  Consolidated
Checks 2,799 4888 W 3,659 5,500
Cash on hand,_cf__eposits at the : .
Bundesbank and in postal g i ) PN
checking accounts L8271 7503 1649 7.090
Cash in banks y 3,468 39,410 9,132 53,696

9,638 51,746 14,440 66,286




NOTES TO THE
BALANCE SHEET

(7) Prepaid
Expenses

s As of 12/31/1992 As of 12/31/1991

Continental AG

DM 000 Consolidated Continental AG  Consolidated
Discount on loans/bonds ] - 3,068 : - 4,041
Miscellaneous 1322 33,376 - 2,287 31,380
o 1322 3648 2,287 35,421

Miscellaneous prepaid expenses consist mainly of unamortized costs of the bond issues in 1985, 1986 and 1987.

(8) Subscribed
Capital

Information
according to
Section 20, Sub-
sections 1 and 2,
German Stock

Corporation Law:
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Shareholders’ Equity and Liabilities

The subscribed capital has increased slightly since 1991, due to the exercise of conversion and option rights.

After the resolution passed at the Annual Meeting of Shareholders on July 3, 1992, the Company had authorized capital of DM 15.0
million available for the issue of employee shares. Employee shares with a total par value of DM 0.9 million were issued, so that the
authorized capital decreased to DM 14.1 million.

Capit;I stock in DM

Type No. of shares Par value per share in DM

Common shares 411,143 1,000 411,143,000

Common shares - 171588 100 17,158,800

Common shares 259,976 - 50 12,998,800
i - 441,300,600

DM 152.2 million of the conditionally authorized capital of DM 212.2 million has been applied to cover new conversion and option
rights. A further DM 60.0 million will be available until June 22, 1993 for the issuance of convertible debentures and/or bonds with
warrants attached.

The change in the conditionally authorized capital is shown in the following table:

R DM 000

Conditionally authorized capital as of 12/31/1991 . 213316
Utilization: warrants al'E_E-I(-.‘.i’:IE&“tC; 15%4/?994 bonds - §65
convertible debentures : i ' 163

lly 212,188

gor)di_tic_)_r_wally authorized capital as c_:_f__‘l_2/31;‘1992

1. On April 30, 1992, Mediobanca Banca di Credito Finanziario SpA, Milan, Italy (hereinafter referred to as “Mediobanca”) informed
us that

a) Mediobanca itself owns shares of our Company with a total par value of DM 21,750,000.00 and has an option to purchase addi-
tional shares of our Company with a total par value of DM 116,066,100.00, and that

b) Mediobanca has granted Pirelli SpA, Milan, Italy (hereinafter referred to as “Pirelli SpA”) an option to purchase all the shares of
our Company that are owned by Mediobanca itself and for which it has a purchase option.

Upon our inquiry, Pirelli SpA confirmed that the purchase options mentioned above under b) granted it by Mediobanca, are
included in the options to purchase shares of our Company with a total par value of DM 146,516,100.00, about which Pirelli SpA
had informed us on January 20, 1992 (cf. notice in Federal Gazette No. 25 of February 6, 1992 and Continental AG’s Annual Report
for 1991, page 43).



2. 0n July 1, 1992, Pirelli Finance (Channel Islands) Ltd., St. Helier, Jersey, Channel Islands (hereinafter referred to as “Pirelli Fi-
nance”) informed us that it holds options to purchase shares of our Company with a total par value of DM 137.816,100.00.

3.0n July 1, 1992, Pirelli SpA informed us that it had acquired the options to purchase the shares of our Company with a total par
value of DM 146,516,100.00, mentioned in the notice of January 20, 1992 (cf. notice in Federal Gazette No. 25 of February 6, 1992
and Continental AG's Annual Report for 1991, page 43) for the account of its wholly owned subsidiary Pirelli Finance and that it has
now transferred these purchase options to Pirelli Finance. In the same letter, Pirelli SpA informed us — as an emendation of its com-
munication of January 20, 1992 — that it now owns the following shares:

a) the shares of our Company held by Pirelli SpA itself, with a total par value of DM 5,000.00;

b) the options held by Pirelli SpA itself to purchase shares of our Company with a total par value of DM 8,700,000.00;

¢) the shares of our Company with a total par value of DM 21,953,050.00, held by Pirelli Verwaltungsgesellschaft mbH, a company
controlled by Pirelli SpA;

d) the purchase options mentioned above under item 2, held by Pirelli Finance, a company controlled by Pirelli SpA.

4. 0n July 1, 1992, Société Internationale Pirelli SA., Basel, Switzerland (hereinafter referred to as “S.LP") informed us that Pirelli
SpA is a company controlled by S.LP. and that, as a result, the shares and purchase options mentioned above under items 2 and 3
belong to S.1P as well.

5.0n July 1, 1992, Pirelli & C. S.a.p.a., Milan, Italy (hereinafter referred to as “Pirelli & C") informed us that Pirelli SpA is a company
controlled by Pirelli & C. and that, as a result, the shares and purchase options mentioned above under items 2 and 3 belong to
Pirelli & C. as well.

Pursuant to Section 20, Subsection 2, German Stock Corporation Law, the shares for which a company has a purchase option must
be added to the shares it holds in order to compute the amount of its participations. Therefore, the participations listed above under
items 1 to 5 represent in each case more than 25 % of our Company’s stock.

The notice mentioned under item 1 was published in Federal Gazette No. 95 of May 21, 1992, and the notices mentioned under
items 2, 3, 4 and 5 in Federal Gazette No. 147 of August 8, 1992.

DM 000 B : 5 Continental AG
_ B - Asof1/1/1982  Change As of 12/31/1992
Premium from the issue of shares - - - gl B>, _; P .

_ in excess of their par value g _ B 722,540 = 722,540
Withdrawal in 1991 to cover losses ) 265817 = i 265817
%’r:am_itm_;)aid upE; the exercise oﬁv;rra_nts attached i == . A e =
_tobonds issued in 1984, 1986,1987 228933 138t 230,264
Pre-r;i-ah’.: paid upon the Eahvels_ion of the 1986/1996 R 1l b =

_convertible debentures % 09811 b o o 5Pl ns b ANA98
Premium from the issue of err;ployee shares § i _—— 2944 2,944
s TERTET 696,637 479 701429
DM 000 ¥ ) _ Continental AG
As of 12/31/1991 " ] -
Allocation from net income N " _ L T - 18,900
As of 12/31/1992 18,900

(9) Capital
Reserves

(10) Retained
Earnings
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BALANCE SHEET

(11) Consolidated
Reserves

(12) Minority
Interests

(13) Reserve for
Retirement
Benefits

(14) Special
Reserves

(15) Provisions

DM 000 il Consolidated
As of 12/31/1991 935,146
Differences resulting from currency translation / + 3,664
Amortization of goodwill Ta = 56,432
Other 3 + 4,263
A-!\Iloqation from ne:ti_n(;c;ma = o A 116,@
As of 12/31/1992 1,002,879

In the consolidated financial statements, we have combined capital reserves and retained earnings, in order to give a clearer picture
of the Corporation’s net worth.

This item shows the interests of outsiders in capital and earnings, which consist mainly of the holdings of the Japanese partners in
our joint venture GTY Tire Company, Akron, Ohio, US.A.

The parent company’s reserve for retirement benefits was established to compensate for shortfalls in the provision for pension
plans, which cannot yet be made up for tax purposes. This reserve was reduced, according to schedule, by DM 0.4 million to DM

2.1 million.
o As of 12/31/1992 As of 12/31/1991

DM 000 Wil Continental AG Consolidated ~ Continental AG Consolidated
Reserve under Sect. 3, Forei_gn Investment Act i ],_SQQ 1,290 23,49_:}_ < 2,830
Reserve under Sect. 6b, Income Tax Act 12,685 g ——— 24779 —
Reserve under Sea 5_2 Subsect. 8, e d
Income Tax Act 23 37 470 713
Governmental capital investment subsidies - 30,871 = 4067
Other 1,479 1,479 1,536 1,536
16,208 33,997 50,279 45,?5__2

The decrease in the special reserve pursuant to Section 3, Foreign Investment Act, relates to the sale of General Tire Mexico at the
beginning of 1993.

The decrease in the parent company’s reserve pursuant to Section 6b, Income Tax Act, is attributable to the transfer to factory build-
ings of the reserve established in 1991 from the book profits generated by the sale of the high-rise administrative building at Kénigs-
worther Platz in Hanover.

The Corporation’s special reserves are divided into an equity portion of DM 31.0 million and a debt portion of DM 3.0 million, repre-
senting deferred taxes, which will be paid in due course when the reserves are eliminated. Including the shareholders’ equity of DM
1,586.1 million (1991: DM 1,473.5 million) shown on the balance sheet, the Corporation’s total actual shareholders equity amounts
to DM 1,617.1 million (1991: DM 1,514.7 million), and the equity ratio to 22.9%.

As of 12/31/1992
Continental AG

ohhe SIS As of 12/31/1991
Contineme_l_l_ _A('_:‘

DM 000 Consolidated

Provisions for pensions

Consolidated

and similar obligations 219,788 948,660 204349 973836
Provisions for taxes 18,652 61 793 - 18,498 44,146
Miscellaneous provisions 307,609 948507 212,626 891,367

546,049 1,958,960 435,473 1,909,349




At two of our retirement benefit organizations, there is a shortfall of DM 22.7 million in the coverage of pension obligations. The
provisions at five other German companies have been funded only to the maximum amount permitted for tax purposes.

Net prepaid taxes arising from consolidation procedures exceed the provisions for deferred taxes in the individual financial state-

ments by DM 1.5 million.

The increase in miscellaneous provisions is due to the establishment of provisions for restructuring measures and for various risks
that were re-evaluated. The miscellaneous provisions now cover all perceivable risks and other undetermined obligations. In addi-
tion to these provisions, they consist mainly of provisions for warranties, bonuses, personnel and social welfare payments, deferred

repairs and service anniversaries.

Continental AG

Due in

Due in

;&.s of less than more than As of less than more than
DM 000 12/31/1992 1 year b years 12/31_!1991 1 year 5 years
Bonds, convertible* 72,416 339 885 72,477 351 897
Bank borrowings 633,428 469,570 115 494910 490,436 103
Trade accounts payable 139,200 139,200 — 140337 140337 —
Payables to affiliated L i L0 b L.
companies 384,261 367,143 17,118 369,957 354026 15931
Payables E_c_émpanies in which 3
__p-zﬂpations are held 5,002 5,002 — 5._;107 5,407 , —
Other liabilities* 96,164 94,164 — 102502 98496
 tax liabilities ~ (10,016) - - @y =
liabilities relating to social d So I T
~ security and similar obiigation_s (18,937) = - (15,332) - -
i 1,330,471 1,075,418 18,118 1,185,690 1,089,053 16,931
* total amount secured by mortgages: DM 74.0 million.
Consolidated Duein Due in
= B __ ~Asof less than more than Asof less than more than
DM 000 3 12/31/1992 1year 5 years 12/31/1991 Tyear 5 years
Bonds, convertible* ) 701,500 339 193,783 871,096 350 450,507
Bank borrowings 1544702 626191 71,120 1095030 580,773 37,356
Advances from customers 1,469 1,456 s 5,638 5,638 ) =
Trade accounts payable 691,533 677,750 — 650,-1 09 635,951
Liabilities on accepta.r-'nces _ .
and notes payable 15425 15425 — 55110 55110 -
F?ayabies to affiliated il - '
~ companies 14493 3698 - 12007 412 E
!;a_yabies to companies in which - _ ] _
participations are held 8709 8673 — 6289 6,253 —
Other liabilities® 500,934 376,55@ 25419 525:421 381,526 B 11,472
 tox liabiliies ) (55,157) - — (85179 - -
liabilities relating to social i d
security and similar obligations (80,065) = = (69,753) — =
3,478,765 1,710,092 290,322 3,220,700 1,666,013 499,335

* amount secured by land charges, mortgages and comparable collateral: DM 119.9 million

(16) Liabilities
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Guarantees
and Other
Commitments

Other Financial
Obligations

The items payables to affiliated companies, payables to companies in which participations are held and other liabilities include
indebtedness in the amount of DM 367.7 million (1991: DM 318.1 million) at Continental Aktiengesellschaft and of DM 213.0 million
(1991: DM 198.9 million) in the consolidated financial statements.

As of 12/31/1992 ~ Asof 12/31/1991
DM 000 Continental AG  Consolidated Continental AG  Consolidated
Acceptance liability i 141,334 342095 120177 336,445
due to affiliated companies 65,206 - 31,358 123
Liabilities on guarantees 1,126,638 16,600 739,154 24,711
Liabilities on warranties 1,619 19,329 1,851 9,492
Liability on shares in cooperatives 81 81 81 81

The contingent liabilities on notes result from discounting trade bills. With the exception of DM 4.0 million, Continental Aktienge-
sellschaft’s liabilities under guarantees and warranties relate to liabilities of subsidiaries and other companies held as investments,
in particular guarantees in the amount of DM 857.1 million for capital market financing by Conti-Gummi Finance B.V., Amsterdam,
Netherlands, Continental Rubber of America Corp., Wilmington, Delaware, U.S.A., and General Tire Inc., Akron, Ohio, USA.

Liabilities under rental and leasing agreements relate primarily to real estate used for business activities. The breakdown for 1993
and later years is as follows:

DM 000 gy Continental AG Consolidated
Rental and leasing agreements B . 273,881 gl 813,972
Purchase commitments 56,300 168,617




NOTES TO THE STATEMENT OF INCOME

Continental AG i B Chz@e
DM million 1992 1991 in %
Analysis by Group
Ties (CUS) I g 1,900.2 18418 + 32
ContiTech ) 1,116.4 10732 + 40
Other sales =) 31_7.8 35_6é_ ) — 109
S ISaluls 3,334.4 32716 + 19
Analysis by geographical area = -
Germany ~ 2,085.9 2,066.0 + 10
Europe (without Germany) 1,043.6 1,019.0 ' + 24
Non-European countries 2049 186.6 + 98
Consolidated B o Change
DM million i 1992 1991 in%
Analysis by Group/Division B i B Ny |
Tires i N
"~ Continental - B 1,841.9 1,820.2 + 12
Unioyal 3 - 1,085.4 11122 =Waoa
_Emperit 78898 Sl QOOT__ £ u= Okl
Merchandise and services L 919.9 8750 e
 Gislaved/Viking il 302.2 ] = =
Generél Tlre ________ o SR ~E TOH . 2,195.0 - B - E
ContiTech ' 2,285.4 22530 + 14
Other sales = ' 260.2 214 + 175
9,689.9 9,376.9 + 33
Analysis by geographical area /
Germany e -~ 3,498.1 3,488.2 + 03
E_urope {without Ee;n-any} Fi 3.."4?8.7 3,169.4 7= ]
North America = 21414 22505 — 48
aﬁer countries 571.7 468.8 + 21.9

This item includes the manufacturing cost of our own products, as well as the cost of merchandise purchased for resale.

Manufacturing costs comprise both direct costs, such as expenses for materials, personnel and energy, and indirect costs, such as
depreciation of production equipment, repairs, and research and development expense. Neither interest payments nor taxes charge-

able as expenses are included.

These expenses include the costs of our sales organization, distribution and advertising. Owing to the expansion of our sales organ-
ization and more stringent requirements in increasingly difficult markets, selling expenses rose slightly faster than sales. The

increase was also due to the initial inclusion of the selling expenses of the Nivis group, in the amount of DM 74.6 million.

This item consists primarily of personnel and other expenses which cannot be directly allocated to production or sales. If the effects
of new companies and reclassifications are eliminated, administrative expenses remained more or less unchanged.

(17) Sales

(18) Cost of Sales

(19) Selling
Expenses

(20) Administrative
Expenses
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(21) Other
Operating
Income

(22) Other
Operating
Expenses
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1991

1992
DM 000 - Con_tin_eigtgl AG Consolidated Continental AG _pqnsolidated
Gains on the disposal of fixed N il -1
_assets and investments ' 2,664 15,621 27,736 _51__092

Credit to income from the s
release of provisions 1,368 87,976 2,995 73,116

Credit to income from the

reduction of t_he_ __g_t_anaral bad
debt reserve i =t 2,088 . = 1,045
Credit to income from the

_ release <_Jf _sp_ecial reserves 35,550 10,730 39,040 A @802
Miscellaneous income = 16441 6 80,747 ] ‘1_00{_091_ el 81,063
203,898 = 197,062 169,862 236,118

The Corporation’s substantial credits to income from the release of provisions consist primarily of DM 59.2 million (1991: DM 39.5
million) released as a result of changes in the plan agreed upon with the unions to cover the future medical expenses of retirees of
General Tire Inc. In addition to current income from rentals, leasing and miscellaneous sideline operations, other operating income
includes indemnification paid by insurance companies and income attributable to previous fiscal years.

In the parent company, this item consists mainly of cost apportionments received from other consolidated companies. The increase
is due to the inclusion for the first time of income from the independent ContiTech companies for plant equipment leased from
Continental Aktiengesellschaft.

omomo

1992

Contineﬁtal_)-\G

Consolidated

1991
Continental AG  Consolidated

Losses on the diggggl_o_f

fixed assets and investments 857 6079 5,636 21,520
Losses on the disposal of B _ mn ‘w =l . N

current assets P »
~ (except inventories) 471 35405 890 23,890
Al_location to special reserves— i 1,479 1,4?9_ il 26,_3_1 5 R 1,544
Miscellaneous expenses 174133 124,346 127,713 172,662
Miscellaneous taxes T 63,317 12447 67,495
; 195279 230,626 173,001 287,111

The miscellaneous expenses relate primarily to sideline operations and the establishment of necessary provisions. At the parent
company, they include cost apportionments paid to other consolidated companies and expenses in connection with the leasing fees
received from the ContiTech companies. For the first time, this item also includes miscellaneous taxes, in view of the fact that they
are assessed against the Company regardless of its earnings.

Consolidated miscellaneous expenses decreased, due to the absence of extraordinary allocations to provisions in the General Tire
Group, which had been necessary in 1991 to adjust the provisions to the altered risk situation regarding product liability cases and
workmen’s compensation.



DM 000

Continental AG

1992
Consolidated

Conti_nemal AG

1991 .
Consolidated

Net income from investments

Income under profit-and-loss

transfer agreements 34,948 2 44,543 2

Income ﬁ'om investments £ _

from affiliated companies 62,836 73 66,985 408

from ass;;c_i_a_t_qd companies 1,371 K 3,576 1,163 5,476

~ from other companies = 350 362 1,415 1415
Losses absorbed under profit-and- = -

loss tr_ansfer agreements — 20,471 = — 8317 = 181

79,034 4,343 105,789 7,120

1992 1991

DM 000

Continental AG Consolidated

Continental AG

Consolidgt@

Net interest expense
Income from other securities

and loans includﬂin

investments 518 3,304 520 3,352
Other_interest and similar income a ) 1
from affiliated companies 27,943 39 23870 28
 from other companies 13,390 58,475 10,954 47,647
Interest and similar expenses - . __
 paid to affiliated companies — 48678 — 740 - 34331 — 709
paid to other companies — 117,387 — 284,463 — 110,717 — 253,301
— 124,214 — 223,385 = 109,?’94 — 202,983
1992 1991

DM 000

Continental AG

Con:lsolidat?d

Continental AG

Consolid;te_d

Writedowns on investments

and marketable securities

Writedowns on investments — 2592 - 5 — 6,563 ~ 301
Writedowns on marketable g =
securities = == = - 24
— 2,597 =2 5 — BEE3 = 325

Net income from investments g ’ !
and financial activities — 47,772 — 219,047 — 10,468 — 196,188

Continental Aktiengesellschaft's income from investment in other companies, net of losses assumed, includes DM 46.6 million
(1991: DM 74.1 million) from profit-and-loss transfer agreements and dividends of domestic companies. Its net interest expense
continued to rise, due to high outlays for investments. The Corporation’s net interest expense amounted to 2.3% (1991: 2.2%)

of sales.

(23) Net Income
from Investments

and Financial
Activities
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(24) Extraordinary
Charges

(25) Minority
Interests
in Earnings

The parent company’s extraordinary charges consisted of provisions for risks in connection with investments in subsidiaries and
of provisions for restructuring, which had once again become necessary.

Further provisions for restructuring were also required in the General Tire Group in order to accelerate the turnaround.

This item shows the profits and losses relating to minority shareholders in Germany and abroad.

Cost of Materials

Personnel Expense

Depreciation,
Amortization and
Writedowns

Miscellaneous Data

e 1932 S 1991
DM 000 Continental AG Consolidated Eo;n;ta_lAG ~ Consolidated
Cost of raw materials and e
supplies and merchandise 1,399,966 3,396,150 1,376711 3163216
Cost of outside services 707,019 522081 665904 492,034
= 2,106,985 - 3,918,231 2,042,615 3,655,250
N 1992 T s
DM 000 _ Continental AG  Consolidated Continental AG  Consolidated
Wages and salaries 522,406 2,683,145 518364 2,584,619
Social welfare contributions and e
expenses related to peﬁsions — i =
~and other employee benefits 120,004 660,147 ) - 113,687 651,757
expenses for pensions i 30,592 91,894 27,327 76,362
= 642410 3343292 6320561 3236376
~ Continental AG Consolidated
Number of employees (quarterly average) )
Salaried employees i __3,_035 : ok 15943
Wage earners __ B 5,398 34,503
T 8,433 50,446

Amortization of intangible assets, depreciation of property, plant and equipment, and writedowns of investments, computed in
accordance with the principles of commercial law, are shown in the table “Changes in Fixed Assets and Investments™ (pages 44
and 45).

At Continental Aktiengesellschaft, they include special depreciation for tax purposes in the amount of DM 18.5 million under Sec-
tion 3, FRG/GDR Border Area Assistance Act, and Section 6b, Income Tax Act.

Additional depreciation taken for tax purposes with respect to 1992 and the previous fiscal years (for example, pursuant to Section
3, FRG/GDR Border Area Assistance Act, or Section 6b, Income Tax Act) will result in a future credit in the parent company’s state-
ment of income and, to some extent, also in the consolidated statement of income.



Total remuneration of the Supervisory Board amounts to DM 245,000, of the Executive Board DM 9,608,000 (including remuner-
ation paid by subsidiaries) and of former members of the Executive Board and their surviving dependents DM 2,242,000.

DM 18,578,000 has been set aside for pension commitments to former members of the Executive Board and their surviving
dependents.

After a transfer by the Administration of DM 18,900,000.00 to retained earnings, pursuant to Section 58, Subsection 2, German Stock
Corporation Law, the net income available for distribution comes to DM 19,506,459.00. The Supervisory Board and the Executive
Board propose to the Shareholders’ Meeting that the net income available for distribution be transferred to retained earnings.

Hanover, March 1993

Continental Aktiengesellschaft
The Executive Board

Remuneration of
the Supervisory
Board and the

Executive Board

Proposed
Allocation
of Net Income
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CONTINENTAL CORPORATION
TEN YEAR SURVEY

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

Balance sheet BT z
Fixed assets and i i b

investments DMmilion 7829 7649 10753 10636 16470 17949 19985 28534 34169 35543
Current assets DM million 11045 12008 1761.9 20295 31562 3660.0 3407.4 33142 32324 35035
Balance sheet total DM milion  1887.4 19657 2837.2 30931 48032 54549 54059 61676 66493  7057.8
Shareholders’ equity DM milion 4427 5222 6384 8080 15158 1657.9 17253 17422 15147 1617.1
Long-term debt DM milion 6801 6926 9652 9989 15416 16443 15986 19956 25331  2720.3
Capital expenditure on a

property, plant and _ S

equipment DMmilion 1282 1498 2539 2848 3001 4477 5324 6895 8293 7093
Equity ratio % 235 26.6 225 26.1 31.6 30.4 319 28.2 22.8 22.9
thg-ie_rm__ﬁnancing of ] . : M

fixed assets, invest- S
_ ments and inventories % 883 912 863 1038 186 136 1037 896 890 900
Total indebtedness DMmilion 6950 5940 9925 7412 6727 8264 9295 15459 21529 241638
Self-financing ratio % 1704 1435 1131 1267 1509 1123 94.4 68.1 521 1338
Liquidity ratio % i 82.1 764 1043 1347 1199 1050 77.1 74.6 76.5
Stateme; e =, 1 il
of income
Sales DM milion  3387.2 35340 50033 49686 5097.6 79058 83819 85510 93769  9689.9
Fcreign markets’ share % 36.4 401 499 483 475 64.3 65.0 61.8 62.8 63.9
Cost of sales? % 711 74.6 74.7 75.9 747 732
Selling expenses? % 14.9 13.1 140 14.7 148 15.0
Administrative expenses’ % 7.0 6.4 b7 59 6.5 6.7
EBIT DM milion 1702 1659 2543 3336 3210 4210 4767 2988 3348 4683
Cost of materials DM milion 14200 1569.4 2311.8 19819 20275 3111.7 32988 3530.3 36553 391822
Personnel expense DM million 1288.2 1334.8 1693.8 1778.5 18784 26322 27248 30285 32364 33433
Depreciation DMmilion 1355 1508 2055 2294 2638 3768 3675 3780 5310 5026
Cash flow DMmilion 1907 2049 3035 3759 4640 6234 6049 5100 5261 7014
Value added DM milion 14863 15190 19824 21618 2267.4 3051.0 33190 34550 33198 37252
Netincome/loss ~ DMmilion  40.2 412 772 1145 1388 1948 2278 934 —1282 1330
Employees =
Annual average 000 27.1 263 31.7 31.9 323 45.4 475 488 51.4 50.9

I As a % of sales



CONTINENTAL AKTIENGESELLSCHAFT
TEN YEAR SURVEY

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

Balance sheet i iy I B
Fixed assets and : b =
~investments DMmilion 6637 6777 7500 7617 13583 14095 18893 22893 20742 22035
Current assets DMmilion 4922  527.0 6314 7410 111562 11339 7701 8432 7355 8724
Balance sheet total DMmilion 11559 12047 13814 15024 24735 25434 26594 31325 28097 30759
Shareholders' equity DMmilion 4193 4806 4992  667.1 15672 16013 1641.1 16204 11624 11899
Long-term debt DMmilion 4152 4137 4678 4020 3753 3444 3674 3549 3271 4844
Capltal expenditure on - -1 B "

property, planf énd - : ' -
~ equipment DMmilion 589 84 1022 1026 1197 1385 1357 1542 1835 1948
Equityratio % 33 399 361 444 634 630 617 517 414 387
Long-te;ﬂ financing of N i . __ -

fixed assets, invest- n

ments and inventories % 927 947 909 1065 1228 167 928 761 620 645
Total indebtedness DMmilon 2880 2337 2505 1929 +139.6 +1710 991 6041 8638  1037.2
Self-financing ratio % 2262 1020 789 1466 315 1035 350 268 532 913
Liquidity ratio % 764 815 747 1170 1927 1636 697 403 258 301
Statement
otincome i SENED
Sales DMmilion 19927 20793 23129 23910 24231 28133 30408 30664 32716 33344
Foreign markets’ share % 282 334 344 354 362 368 381 360 369 374
Cost of sales"! % ] 804 804 815 83 810 824
éelling expenses’) g % - ) 7.9 74 7_‘I 73 74 76
Administrative expenses’ % 7.4 6.5 57 58 57 58
EBIT DM milion 856 832 1152 1671 1596 1657 1723 1986 2905 2245
Cost of materials DM milion 8938 9980 11522 1107.2 10886 13921 15422 15794 20426  2107.0
Personnel expense DM million 766.3 790.0 846.7 895.2 928.6 924.5 960.6  1023.7 632.1 642.4
Depreciation DM million 787 855 1055 1112 1218 1349 1209 1307 1396 1678
Cash flow DMmilion 1228 1207 1581 2099 2634 2624 2825 2241 3030 2735
Value added DMmilion 8653 8862 9714 10719 11222 11298 11828 12323 3200 80438
Net incomefloss DMmilion 151 183 372 550 558 809 812 422 —4171 380
Dividend paid DMmiion 162 179 299 375 480 692 696 351 - -
Employees - : = B
Annual average 000 156 154 155 154 153 151 159 16 88 84

1 As a % of sales
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SELECTED FINANCIALTERMS

Affiliated companies. See the explana-
tions with regard to — associated com-
panies.

Annual financial statements.
Corporations’ annual financial statements
consist of the corporation’s balance sheet,
the statement of income and the — notes.
This also applies to consolidated financial
statements. In addition, a corporation is
required to issue a — management report.

Associated companies, participa-
tions, affiliated companies. Participa-
tions are interests in other companies that
have been acquired in order to form a per-
manent relationship with the acquiring
company’s business.

Where the participation in a company is
greater than 50%, the company will ordi-
narily be included as a fully consolidated
affiliate in the consolidated financial state-
ments of the parent company (- consoli-
dation).

Companies in which the parent company,
or a company controlled by it, holds an
interest of between 20% and 50% are
referred to as — associated companies. In
the consolidated financial statements, the
book value of the participation is updated
to reflect the change in the company’s net
income for the year, so that, as a rule, the
value entered in the consolidated balance
sheet corresponds to the parent company’s
interest in the — shareholders’ equity (—
equity method).

Authorized capital. The figure given for
the authorized capital is the maximum
amount to which the Executive Board,
with the approval of the Supervisory
Board, can increase the capital stock by
issuing new shares.

Capital reserves. Capital reserves con-
sist primarily of amounts received upon
the issuance of shares (increase of the —
subscribed capital) in excess of their par
value. Also included is the premium on the
issue of convertible bonds and bonds with
warrants attached.

Capital turnover rate. The capital turn-
over rate indicates the amount of capital
employed to achieve the sales. It is equiva-
lent to the ratio of net sales to total capital
(total assets).

Cash flow. Cash flow is computed on the
basis of the — DVFA/SG earnings formula.
It is made up of net income, plus deprecia-
tion, plus/(less) increase/(decrease) in

special reserves, plus the allocation to pro-
visions for pensions, plus/(less) aperiodic
expenses/(income) and changes in taxed
provisions. As a rule, we use our cash flow
for capital investments and dividend pay-
ments, as well as for debt repayment.

Conditionally authorized capital.
This item indicates the amount up to
which holders of convertible debentures or
option rights can acquire newly issued
shares of a company and thereby partici-
pate in a capital increase previously au-
thorized at the shareholders’ meeting.

Consolidation. By consolidation, we
mean the integration of individual finan-
cial statements, which are prepared
according to uniform accounting and
valuation rules, into a single set of finan-
cial statements for a group of companies.
For this purpose, the following are offset
against one another: the book value of the
parent company's interests in the consoli-
dated subsidiaries against the correspond-
ing portion of their — shareholders’ equity,
intercompany receivables against inter-
company liabilities, and income from the
supply of goods and services within the
Corporation against the corresponding
expenses, Furthermore, profits from the
supply of goods and services within the —
Corporation are eliminated, unless they
have been realized through the resale of
the goods in question to third parties.

Corporation. The term Corporation as
used in this annual report is an economic
entity, consisting of several legally inde-
pendent companies that are under the uni-
form control of a parent company. The
parent company can exercise the control
function because it is entitled to a
majority of the votes or because it can
appoint a majority of the members of an
administrative, management or supervi-
sory body or because of a control agree-
ment concluded with the company.

Cost of sales method. This method
used for preparing the statement of income
allocates expenses attributable to sales
between the manufacturing, selling, and
administrative functions. The total cost
method, on the other hand, allocates these
expenses for the period as expenditures on
materials, personnel, depreciation, etc.

Current assets. This item comprises all
the short- and medium-term assets of a
company, for example inventories, trade

accounts receivable, cash on hand, and
bank accounts.

Debt ratio. The debt ratio is the ratio of
net indebtedness (borrowings less provi-
sions for pension plans, monetary — cur-
rent assets and advances from customers)
to the — cash flow. It indicates how
quickly the net indebtedness can be paid
back from the — cash flow.

Deferred taxes. Income taxes to be paid
by a company are computed according to
its taxable income. When this income is
different from that shown on the pub-
lished balance sheet, then taxes will be
either too high or too low with respect to
the published earnings. An accounting
adjustment for deferred taxes is established
to compensate for the difference in those
cases in which it is clear that the dif-
ference in question will be eliminated in
the course of time. A provision for deferred
taxes is established if less tax has been
paid than would be due on the basis of the
published earnings. The difference may
(but need not) be entered on the asset side
if too much tax has been paid. If, upon
consolidation, the consolidated income is
too high or too low in comparison to the
consolidated income tax expense, deferred
taxes are included in the consolidated fi-
nancial statements. In contrast to individual
financial statements, the consolidated
financial statements must show a positive
deferred tax balance on the asset side,

if it is the result of consolidation measures.

DVFA/SG earnings. Computation of per-
share earnings according to DVFA/SG is
based on a joint recommendation of the
DVFA (German Assocation of Financial
Analysts and Investment Counselors) and
SG (Schmalenbach-Gesellschaft, German
Business Administration Company ). The
DVFA is an organization consisting of rep-
resentatives of German banks, whereas SG
is an organization consisting of notable
representatives of industry and univer-
sities, The members of the DVFA Commit-
tee on Methods of Investment Analysis on
the one hand, and the members of
Schmalenbach-Gesellschaft’s “external
company accounting” study group on the
other hand, have agreed on  joint recom-
mendation for determining earnings per
share.

The objective of this computing method is
to eliminate the effects of extraordinary
and aperiodic influences on the earnings
of corporations listed on the stock
exchange.



EBIT. Earnings before interest and taxes.
In this annual report, EBIT is understood
to be the — net income from regular busi-
ness activities adjusted by the net interest
expense.

Equity method. — Participations in
— associated companies are valued in
the consolidated financial statements in
accordance with the so-called equity
method. The entry in the consolidated
balance sheet is based on the portion of
the company’s — shareholders’ equity
that corresponds to the — participations
held. However, this figure never exceeds
the original acquisition cost of the

— participation.

Equity ratio. The equity ratio is the ratio
of the — shareholders’ equity, including
the equity portion of — special reserves, to
total assets.

Fixed assets and investments. Fixed
assets and investments comprise assets
intended for long-term use within the
company, such as land, buildings,
machinery, interests in other companies,
and goodwill.

Income tax ratio. The income tax ratio
is the ratio of income taxes to net income
(including income taxes).

Indebtedness. Indebtedness is computed
by deducting liquid assets from interest-
bearing liabilities.

Interest ratio. The interest ratio is the
ratio of interest income to sales revenues.

Liquidity ratio. The liquidity ratio is the
ratio of monetary — current assets (— cur-
rent assets minus inventories) to short-
term liabilities (due in less than 1 year).

Long-term financing. The extent to
which property, plant and equipment plus
inventories are financed by — sharehold-
ers’ equity and long-term borrowings
provides information about the company’s
long-term financing. If the ratio exceeds
100%, the long-term financing of property,
plant and equipment plus inventories is
considered adequate.

Management report. The management
report supplements the — annual financial

statements by reporting on the company’s
progress and position. It also includes
information on any particularly important
events that have occurred after the closing
of the fiscal year, the trends anticipated for
the new fiscal year and the company’s
research and development activities. As is
customary, our management report com-
bines the information on Continental
Aktiengesellschaft and the — Corporation.

Minority interests. These represent
interests in consolidated subsidiaries not
belonging to the parent company. A corre-
sponding amount is included in the con-
solidated balance sheet as part of — share-
holders’ equity. The minority shareholders’
interest in the net income or loss is shown
separately in the consolidated statement of
income.

Net income from regular business
activities. This is understood to be the
net income before extraordinary charges
and income taxes.

Net profit margin. The net profit mar-
gin is the ratio of net income to sales
revenues.

Notes. The notes contain obligatory infor-
mation supporting the balance sheet and
the statement of income, such as the
financial obligations not shown in the bal-
ance sheet. Included in this additional
information is a presentation of the ac-
counting and valuation principles applied.

Participations. See the explanations
with regard to — associated companies.

Retained earnings. These represent
previous years' net income retained within
the — Corporation.

Return on shareholders’ equity.

The return on shareholders’ equity is
understood to be the ratio of net income to
— shareholders’ equity plus the equity
portion of — special reserves.

Self-financing ratio. This item shows to
what extent the additions to — fixed assets
and investments are financed from funds
generated by the company itself (— cash
flow).

Shareholders’ equity. Shareholders’
equity consists of the — subscribed capital,
— capital reserves, — retained earnings
and the net income available for distribu-
tion.

Special reserves. These represent re-
serves included under shareholders’ equity
and liabilities that may be established pur-
suant to tax laws. They are used to pro-
mote economic policy objectives, and are
not taxed until released. Examples include
reserves established under the German
Foreign Investment Act.

Statement of change in financial
position. This table gives financial infor-
mation in addition to the — cash flow, par-
ticularly relating to the source and appli-
cation of funds.

Subscribed capital. The subscribed
capital is the amount up to which the
shareholders of a corporation can be held
liable to its creditors.

Tax credit. The term “tax credit” refers to
the certificate given to German sharehold-
ers with regard to the corporate income
tax payable by the company upon distribu-
tion of a dividend. This tax is always equal
to 36 % of the net income before deduction
of the corporate income tax. In other
words, if, from a net income of DM 100.00,
a shareholder receives a dividend of DM
64.00, the company must pay DM 36.00 to
the Internal Revenue Service. To avoid
double taxation of the distribution, the
shareholder receives a tax credit in the
amount of the tax of DM 36.00 paid by the
company. The dividend and tax credit add
up to a total taxable income for the share-
holder in the amount of DM 100.00, with
the tax credit being treated as a prepay-
ment of the shareholder’s personal tax lia-
bility. Another prepayment is the capital
yield tax, which amounts to 25% of the
cash payment, or, in our example, DM
16.00.

Value added. Value added is the increase
that a company’s activities produce in the
value of its products. It is computed as the
difference between corporate performance
(sales plus all other income) and the input
provided by suppliers, such as merchan-
dise purchased for resale and energy. The
value added account shows the extent to
which employees, shareholders and lend-
ers, and the government participate in the
value added by the company. Part of the
value added, namely the portion of net
income that is not distributed as a
dividend, remains in the company.
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The Annual Report is also published in
German. A shorter version is available in
French or German.

To obtain a copy of either publication,
please contact:

Continental Aktiengesellschaft
Corporate Public Relations
P.0. Box 169

3000 Hanover 1

Germany

As of July 1, 1993:
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30001 Hanover
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