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Income Statement
LANXESS AG

€ thousand Nuale
Sales ’ 1)
Cow of saleg (<)
Gross profit
adirin st Apene s (18,034
Ol operating meonme 3 2000
CHher operatng eapenses (4) 1477
Operating result (46,363)
Iecone Irom erectment o alilatea compan.es 318.011
~omie frony other seunibies ard feans ek n fmancial assets (&) 5,724
NEtinlees! expense (€ {O4,113) o
Jawt s, of inancial & S AN IMAr {79:4)
Wther hinarmal neore ard = ks — e {7 {16,5323) (17.216)
Financial result 240,295 679,909
neom X0, {a {104,145) 1he.061)!
income after income taxes 84,487 amn_mnm
Net income 84,487 ammummml.
Carrytorwacl 1o new u count {200 2 479 _
Withdawal from el & (20 t: ilylsl i
Adomon o rctamed canmngs o i “
Casttor share nuybhack 1209 O . HJWQE
Incoime fiom rapilad reduction [ 9 ERere
?_Q:, o canitnl reseryes (2en 9] N
Distributahle profit 126,931

[ERDMEVIL]

. LANXESS AG



Content

Statement of Financial Position
LANXESS AG

€ thousand Mo Dec. 31, 2018 Dec, 31,2019 € thousand

Mot Dec. 31,2018 Dec, 31,2019
ASSETS . o EQUITY AND LIABILITIES
Non-current assets M2 o ' Equity 20)
Intangible assets 1 0 Captal stor< feonoihional Capitat £9.152 tnousand) 91,523 37,148

Property, plant and equipment 67 55 Capilal reserves

17300529

1234504

Financial assets

Other retamed ¢ ar kY H61.958 543,400 .
fwestments in at {7 omoanice 13y 738869 1 58.86 able v RoRsieR| ‘ RETRC]) N
Loane fo suosidiarios () OB363 B3R 2,010,971 2,194,811
Ohier o (153 GO010 Goo0n
! 997,305 997,288 Provisions
SO L0l 1or pensichs gnd other posl-emplo g reent
Current assets o 7100 8400,
Receivables and other assets ) 54147 120746
rabiles o O UMpAne (16 3,060,420 4,513,800 (23) 11,878 53471
T O e ) SR 244 533 557,840 167,215 258,223 :
Securities ) 49,212 0 .
Liquid assets 1,053,593 499,500 Liabilities e
4,400,158 5,671,140 Honas {24 JTBO00G  2.DL000 )
Prepaid expenses 19 30,706 26,306 iab ines te banis {24 28,0773 L I.‘.l.,.i
Total assets 5,437,169 6,504,734 Trackt pays (26) 1.564
) “ayabikes to athlated companies (27) 327,203 016
Other hab (28) 1,223 02
3,258,983 4,141,700
TFotal equity and liabilities 5,437,169 6,594 734 .
Contingent liabilities from guarantees 30y 119,734 82,405

Starement. U100 LANXESS AG
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Cash has been deposited in a fiduciary ac count to mect
the obligations relating to the "demographic change
lund” for employees detined in the collective bargaining
agreement for the German chemical industry, This cash
depositis administered on behalt of LANXESS AG by
the hduciary agent Willis Towers Watson {previous year:
Deutsche Treunvest Shiftung) and s aing-fenced agamst
other creditors’ claims. The level of benchits owed to the
cmployees thus meets the conditions {or classification
as "securities-linked penston or similar commitments”
pursuant 1o Section 253, Paragraph 1, Sentence 3 HGE.
The fund assels as defined in Section 246, Paragraph 2,
Sentence 2. Subsentence 1 HGB are measured at fan

Wi

e pursuant to Section 253, Paragraph 1, Sentence
4 HGB and olfset against the underlying commitments
pursuant to Section 246, Paragraph 2, Sentence 2,
Subsenlence 1 HGB. Since, in the case of “secunties-
Iinked pension and similar commitments,” adjusting
the carrying amount of the comnutments to the fair
1e of the corresponding asscts acts as a de facto
bar to distribulion, the ban on distribution pursuant 1o
Secton 268, Paragraph 8, Sentence 3 in conunction
wilth Sentence 1 HGB therefore does not apply.

Loans receivable that are interest-free or bear low rates
of interest are carned al present value; other loans

receivable are carned at nominal value.

Recewables and other assets are staled al nominal value,
less any necessary write-downs, The amounts of such
write-downs reflect the probabifity of default,

Marketable secunties are valued at the lower of cost

and far value.

Bank deposits held i euro are recognized at therr
nomimal value; such assels held in foreign currencies
arc translaled at the spot rate on the closing date of the

financial statements,

Disbursemenls prior Lo Ihe closing date that represent
spending lor a specilic penod theresfter are recognized
as prepaid expenses. Also included are Lhe differences
between the 1ssue and settiement amount for bonds
1ssued by LANXESS AG that will be amortized over the
maturity of the bonds,

Deferred taxes are calculated lor ternporary differences
between the accounhng valuations and tax valuations
of assets, liabiities and deferred items. As the pnimary
company of the LANXESS Group's fiscal entity in
Germany, LANXESS AG therefore has o recognize
temparary dilferences relating both to its own financal

it forms,

stalements and to those of companies with wh

a frscal entity, In addition o temporary differences, tax
loss carryforwards are also accounted for. Deferred
laxes are based on the aggregate income tax rate for
all companies in LANXESS AG's fiscal enlity, which s
currently 2919 (previous year: 32.3%). The combined
income lax rale comprises corporale income lax, lrade
tax and Lhe solidarity surcharge. Any resulling tax hiability
would be recognized as a deferred tax hahility in the
staternent of inanaial pesihion. The option of capitahzing

tax refunds is not utilized. In the reporting year, there
was a net surplus ol deferred tax assets, which is not
recognized.

The capital stock 1s slated at par value.

Provisions for pensions and other post-employment
benefits are computed using the projected unit credit
melhod on the basis of biometric probability using the
Heubeck 2018 G relerence tables. Expected fulure salary
and pension increases are taken into account. The current
assumptions for salary increases are unchanged from the
previous year at 2.50% for non-managerial employees
and 2.75% for managerial employees. For older pension
commitments, the expected rate of increase was left al
1.50% in the annual financial statements for 2019, For
pension commitments from 2001 onwards, the expected
rate of increasce 15 unchanged from the previous year
at 1,00%, The discount rate used s 2.71% (previous
year: 3.21%) for pensions. 0.58% {pravious year: 0.81%)
for early relirement berefits and 1.97% (previous year:
2.32%) for mu
irderest rate used to discount pension and other posk-
employment henelit obligatons to December 31, 2019,
15 the average market intercst rate for the past ten fiscal

weous post-employment benefits, The

years for an assumed residuat matunty as caleulated and
published by the Deutsche Bundesbank. The assured
residual maturity is 15 years for pensions and other post-
employment benetits and one year for early retirerrent
henefits.

Annuzl Fnaneal Moly s LANXESS AG
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For employees who joined atter December 31, 2016,
and now employees, L ANXESS has launched a pension
maodel comprising employee- and employer-financed
components as an accessory (0 pension liability
insurance. The settlement amount of the abligation
equates 1o the far value of the pension hability insurance
securcd via a contractual trust arrangemaoent (CTA)L
which constitutes fund assets as dehined i Section 246,
Paragraph 2, Sentence 2 HGB, so the obligation and fund
assets balance out 1o sero. In the case of the present
commitment, the interest expense equals the ncome
from the pension hability insurance. Both amous are to
be nettod in accordance with Sechon 246, Paragraph 2.
Sentence 2 HGB.

Tax provisions are established fer the amounts of
lax arrears expected lo be payable less the advance
paymaents made.

The other provisions are estabhished to cover all
foreseeable nsks and uncertam liabilites, based on
reasonable estimates of the future settlement amounts
of such commitments, Future price and cost increases
are taken into account it there are sufficient objective
indications that they will occur, Provisions matunng in
more than one year are discounted o present value using
the average markel interest rate lor the past seven years.,

based on ther remaming matunities.

Liabiliies are retlected at ther settlernent amounts,

Coentingenl habilities arising from sureties and debt
guarantees are shown at the amounts equivalent Lo
the loans or commitments actually oulstanding on Lhe
closing date,

Income ana expenses are accrued in the bscal year,

Foreign currency receivables and habilties, forward
exchange contracts and other currency dervatives are
recognized using the mark-to-market method, Foreign
currency recevables and payvables are valued atmiddle
spot exchange rates, while currency dervatives contracts
conciuded to hedge them are valued at the lorward
market rates on the closing date. Valuation gams and
losses are offsel against one another. Provisions for
impending losses are established with respect to any
excess of losses over gans, Gains are only recognized
If they relate 1o receivables and pavables due wathin
ane year. Foreign currency cash and cash equivalents
and balances with banks are translated at the average
exchange rates prevalling on the closing date.

NOTES TO THE
INCOME STATEMENT

1| Sales

Sales revenues totaled €4.914 thousand (previous
vear: £7,256 thousand) and related mainly to services
provided to LANXESS Deutschland GmbH in Germany
on the basis of a service agresment.

2 | Cost of Sales

The cost of sales totaling €£4,811 thousand (previous
year: £7,253 thousand) primanly comprised expenses
relating to the services provided, These were i particular
personnel and general admimistration expenses.

3 | Other Operating Income
The other operating income included prior-pariod mecome

of €1,266 thousand {previous yvear: €2,012 thousand)
fram the reversal of provisions.,

al F rancial Slaterents

- LANXESS AG




4 | Other Operating Expenses

The other aperating expenses included prior-period
expenses of £34 thousand (previous year: €35 thousand).

5 | Income from Other Securities
and Loans Included in Financial
Non-Current Assets

The mcome trom other securities and foans included in
hinancial non-current assets fargely compnsed ncome
of €8,258 thousand (previous year: £8,258 thousand)
trom long-term loans to LANXESS Deulschiand GmbH.

6 | Net Interest Expense

€ thousand

Other interest and similar income

(0,038
2307 |
ao2e
- |
74,674 71,886 |
(69,113)  (62,801)

7 | Other Financial Income and
Expenses - Net

€ thousand

Otherfinancial expenses

Txehamge loeses

fecus

Other financial income

|
54,012

Exrrange gars 208

e celtanenus 1.32% 00 ,
209,553 154,512 |

Qther financial income

{expenses) - net (16,533) (17,518) |

The exchange gains and losses were principally
attnbutable to foreign currency items relatng to
LANXESS AG and to the valuatian of foreign currency
transactions undertaken with third parties on behalf of
Group compan:es,

The miscellanzous inancial expenses were manly lor
guarantee commission paymerts o afiliated comparies,
Miscellaneous financial mcome largely comprised
guarantee cormmission payments recewed from affiliated
Companies.

8 | Income Taxes

The tax expense of €158,091 thousand in the reporting
year (previous year: €109,445 thousand) is the aggregate
of the tax expense of €35.081 thousand tor the reporting
year and tax expense of £123,010 thousand in respect

of Provious yedars.

Tax expense does not include deferred taxes. As ol
December 31. 2019, LANXESS AG expected to receive
a future tax beneft resulting from lemporary accounting
differences, both inits own financial statements and in
those of companies with which it forms a fiscal entity for
tax purposes. This amount was calcutated on the basis
of a combined income tax rate of 29.1% (LANXESS AG
and companies with which il has prolit and loss transfer
agreements).

Deferred tax liabilities mainly relate to differences in
valuations of property, plant and cquipment, intangibice
asscts and equity interests in Group companies, A
deterred tax asset s recogrized es a result of the h gher
pension obligations recognized for accounting purposes
than for tax purposes. Other deferred tax assets relate
to provisions that are not tax-deductible, such as those
for impending losses or for pre-retirement teave, and
valuation ditferences, as in the case ol provisions for
service anniversanes and miscellangous provisions and
llabiliies.

Annaldora Stateraetas 2010 LANXESS AG
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9

9 | Personnel Expenses

€ thousand 2018
Wages ond 372,314 38,3190
!
EXEL ”
|

8,840
42,160

51,817

The

especially provisions for pensions, is recognized not in

erest portion of personnel-related provisions,

personnel oxpenses but in interest expense.

10 | Employees

Dec. 31, Average Dec. 31,
2018 2019 2019

General i
administration 153 155 ; 159

11 | Audit Fees

All fees for the services of PricewaterhousceCoopers
GmbH Wirtschallsprifungsgesellschalt are published
Inthe noles to the LANXESS Group consolidated financial
statements, The fees were mainty paid for the audit of
LANXESS AG’s annwal iinanaial statements and of the
consolidated financial statements including the early
warning system and for the review of the condensed
consclidated intenim linancial statements, Fees were
also paid tor alher audil-related services, tax consultancy
services and other services, The other audit-related
services primarily include services in connection with
sustamabiity reporting and for audit certiicates. The

other services nclude project-relaled consuting services,

i LANXESS AG



Content

NOTES TO THE STATEMENTS OF

FINANCIAL POSITICN

12 | Non-Current Assets

Gross carrying amounts

Amortization/depreciation and write-downs

Net carrying amounts

Jan.1, Additions Disposals Dec, 31, Jan.1, Additions Disposals Dec, 31, Jan. 1,
€ thousand 2019 2019 2019 2019 2018
Intangible assets _
Solvware b enses £ {; 0 A 1 [ ! 1 0
64 0 o 64 1 o 1 0
Property, plant and equipment L
Porr ttures and atfu e 180 v 45 12 i) A% AKE a7
196 17 45 168 129 29 45 |._mA 67 55 .
: 738,861 0 oo bl 0 4 o 0 732,864 38,861
Loans ra subsichanes, 198 363 0 0 . 0 0 Q 0 158,363 TOH, 343 i
lan L0010 0 4 0 o 0 o BOOT0  BO.00G
997,237 0 4 3 | 0 0 0 L 997,237 997,233
| | ;
Total non-current assets 997,497 17 49 997,465 | 192 30 45 177! 997,305 997,288 |

tatement, 200y | LANXESS AG



13 | Shareholdings Pursuant to
Section 285, No. 11 HGB

The mandalory disclosures in accordance wilh
Section 28%, No. 11 HGB are contamed in the list of
shareholdings.

14 | Loans to Subsidiaries

Loans to subsidiaries comprised two long-term loans to
LANXESS Deutschland GmbH.

15 | Other Loans

The other koans almost entirely comprised Lhe pro rata
frust asscls of LANXESS Pension Trust oV, (L XS Trust).
LANXESS AG has transterred cash amounting fo
£58.248 thousand, of which €0 thousand in the
reporting year, 1o LXS Trustin several tranches under a
contractual trust arrangement (CTA) o secure pension
obligations.

The pro rata trust assets of LANXESS AG are invested
i shares in a special fund run by aninvestment
management company. Revenue recogmition by
LANXESS AG takes place al the time a distribution
resolubion s reached by the investment management
company. Contractuaily agrecd obhgations for the
payment of additional prenuunms by the trustor may also

have an impact. No distribution resolution was taken i

the reporting period,

The net income and expenses of minus €3 thousand
recarded in the reporting year (previous year: €371
thousand) largely resulted from other expenses. The fair
value of the assets of LXS Trust exceeded their carrying

amount at year end.

Since the assets allocated to the CTA do not canstitute
plan asscts within the meaning of Section 246,
Paragraph 2, Sentence 2 HGE, they are measured at
cost ol acquisthon pursuant to Section 253, Paragraph 1,
Sentence 4 HGB and not ot fair value, and there 15 na
ban on ther distribution.

Cash has been deposited ina fiduciary account annually
to meel the obligations relating Lo the "demographic
change fund" Tor employees defined in the collective
bargamning agreement for the German chemical industry.
The far value of the hduciary assets corresponds to the
far value of the obligations under the "demographic
rhange fund” amounting to £299 thousand (previous
year: £249 thousand). The carrying amounts of the
fiduciary assels and the obligations recognized under
other provisions have been netted, as have income and

CHPENSCS,

16 | Receivables from Affiliated
Companies

Recewvables from albilated comparves totaling €41,513,600
thousand {provious year: £3,060,820 thousand) related
manly ta short-term loans rocenvable, Includng acerued
interest, recovables from financial transnclions and
recevables under profit and loss transler agreements,

Trade recevables amounling to €1,628 thousand

{(previous year: €2,481 thousand) existed in connection
with the service agreement described in Note {1}
Furthermore, there were no recewvables with matunbies
In excess of one year, as i the previous vear.

17 | Other Assets

Other assets comprised the tollowing:

Dec. 31, Dec. 31,
€ thousand 2018 2019
Tirme de sty 150,000 ATGO00 ¢

5t tarderungen

fromr ineo,

from sais taves
el 2577 309200
245,533 557,840,

Miscellango.s

All of the other assets were cue In the respective
following year.

18 | Securities

The secunties of €49,212 thousand recogmized 17 the
previous yvear were sold in the renorting year.

19 | Prepaid Expenses

The prepad expanses in hiscal year 2019 mamnly

included discounts of €25,543 thousand (previous year:
29,222 thousand) on the bonds issued.

b 2010 LANXESS AG
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20 | Equity

Changes i eguity in 2019 were as follows

Dec. 31, 2018 Dividend Net Income tncome from Addition to Dec. 31, 2019
capital
reduction/
Withdrawal
€ thousand from
91623 B (4 07'5) b BTads]
1,740,520 Ty ¥ ) ~ L0 |
!_,mz. - i (2000008 E i
2= 46 !.. (2312120 v ,..5%:: W
2,010,971 (78,985) 462,825 (435,487) 235,487 2,194,811

As ol the closing date, he capilal slock was divided
inlo 87447852 no-par bearer shares, On the basis, of
« Board of Management resolution dated July 9, 2019,
the company, after implementing a stock repurchase.
resolved to reduce the capital stock by way of simplified

capilal reduction i accordance with Scclinn 71,
Paragraph 1, No. 8, Sentence 6 of the German Stock
Corporation Act by C4,075,084 from €91,522.936 to
£87,447,852 by withdrawing 4,075,084 no-par bearer

shares with a nobon

share in the capital stock ot £1.00
por share. In accordance with Section 237, Paragraph 5
ol the German Stock Corporalion Acl, an amount of
4,075,084 was added to the capital reserves. Afl
shares carry the same nghts and obhgations. One vote
ts granted per share, and profitis distributed per shar

On the basis of the proposed resolution 1hal was updated
before the Annual Slockholders’ Meeuing, the Annual
Stockhoiders’ Meeting on May 23, 20149, resolved
to utihize the disinbutable orot tor hiseal year 2018,
amounting to €126,931 thousand, as follows:

> To pay a dwidend totaling €78,985 thousand
{CC.90 per no-par share entitfed to the dividend)
» To carry forward €47,848 thousand 1o new account

Conditional Capital

The Annual Stackholders' Meeting of LANXESS AG on
May 15. 2018, authorzed the Board of Management
unbil May 14, 2023, with the approvat of the Supervisory
Board. to 1ssue —in one or more installments — warrant
bonds and/or convertible bends, profit-participation
rights and/or income bonds or a combmation of these
instrumants (colleetively referred 1o as "bonds™) - as
either registered or bearer bonds - with a total nominat
value of up to €1,000.000.000, with or without limited

maturity, and to grant option rights to, ar mpose exercise
cbhigations on, the holders or creditors of warrant bonds.
profit-participation nghts with warranls or income
bonds wath warranls, and/or 1o granl conversion nghts
o, of IMpose conversion obligations on. the holders
or creditors of convertible bonds. convertible profit-
participation rights or convertible mcome bards in
respect of bearer shares of the company representing
a total pro rata increase ot up to £9.152,293 in the
company’s capital stock on the terms to be defined for
these bonds, Pursuant to Section 4, Paragraph 5 of the
articles of association, the capital stock of LANXESS
AG 15 thus conditionally ncreased by up to £8,152,203
(conditional cap)

al). The Board of Management 15
authonzed. with the approval of the Superv sory
Beoard, 1o exclude subscription rights in cerlain cases
which are detsled in the authorization. The Board of
Management will consider other capital measures with
stockhalders” subscription nghts disappliod in its decision
to disapply stockhalders’ subscription nghts when
uing convertible bonds or bonds with warrants, profit

parlicipation rights or income bonds (or combinalions
of these instruments). By way of sett-commitment, (he
Board of Management undertakes to perlorm cepital
measures with stockholders' subsenption rights
disapphed up to a maxmuim toral amount of 20% cf the
company’s current capdal stock. This restriction applies
when issuing naw shares ulihizing authorized capital.
ubilizing treasury shares or issuing bands with warrants
or conversion rghts/ohhigations on the basis of which
shares must be ssued, with stockholders” subscription
rights disapplied in cach case, The Board of Managerent
wilt be bound by this declaration until a future Anuak
Stockholders” Meeting again resolves to aulhorice the
Board of Management to implement capital measures

Areug |
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under exclusion of stockhalders” subscription rights.,
The: authorization to1ssue bonds has yet to be utihzed.

Authorized Capital l and Il

Pursuant o Section /1, Paragraph 3 of LANXESS AG's
articles of association. the Annual Stockholders’ Meeting
on May 15, 2018, authonized the Board of Management
untsl May 14, 2023, with the approval of the Supervisary
Hoard, loincrease the capal stock on one or more
oocasons by issuing new no-par bearer shares against
cash or contribubions m kind up to a tolal amount of
€18.304.587 (Authorized Capital 1. Furthermaore,
parsuant to Section 4, Paragraph 4 of LANXESS AG's
articles of association, the Annual Stockholders' Mecting
on May 26, 2017, authorized the Board of Management
until May 25, 2022, with the approval of the Supervisory
Soard. 1o ncrease the company's capital stock on one
Or Mare occasions by 1ssumng new bearer shares against
rash or contributions in kind up to a total amount of
£9,152.293 {(Authonzed Capital If). Stockholders are
aener

; entitied (o subsenption rights when Authorzed
land |

excluded in certan cases which are defined in Section

Capita

wre utihized. However, these nghts can be

4, Paragraphs 3 and 4 of the articles of association of
LANXESS AG. By way of self-commitment, the Board of
Management undertakes to perform capital measures
with stockholders subserniption rights disapplied up Lo a
maximum lotal amount of 20% of Lhe company's current

capital stock. This restriclion applies whern issuing new

shares uthhzing authorized capital, utizing rreasury
shares or 1ssuing bonds with warrants or conversion
nghts/obiigations on the basis of which shares must

beassued, with stockholders’ subscerniption nghts

disapphed n each case, The Board of Management

will be hound by this declaration unbil a tuture Annual
Stockholders' Meeling again resoives to authornze the
Board of Management to implement capital measures
under exclusion of slockholders’ subscriplion nghts.

Authorized Capital band Hll have not yet been utilized,

Share buyback and refirement
Atthe beginning o

SCAa

year 2019, nether the company
nor dependent or majorty-owned entities, or third parties
acting for the account of the company or tor the account

of dependent or majority-owned entities, held shares in
the company. On the basis o the resolutinn ot the Annoal
Stockholders' Meeting of LANXESS AG of May 20, 2016,
the Boardt ol Management was authonzed in accordance
wilh Seclion 71, Paragraph 1, Mo. 8 of the German
Stock Corporahion Act to acquire shares in the company
representing up to 10% of the capital stock untd May 19,
2027, and to ulilize them for any purpose permitted by
law. Subsidianes of the company or third parlies acting
lor the account of the company or 1ls subsidinnes
were also permitied to utlize this authonzation, At lhe
discrelion of the Board of Managemenl, such shares were
able to be acquired either on the market or via a public
tender offer. The Board of Management was authornized
to use them tor any purpose permitted by law. especially
the purposes spechically hsted in the authonzation,

The Board ot Management of the company resolved
on January 10, 2019 to excraise its stock repurchase
suthorization and to buy tieasury shares at a purchase
price: of up to €200 milhon {net including incidental
expenses) on the stock exchange. In the penod from

January 14, 2019, to June 12, 2019, the company then
nurchased a rotal of 4,075,084 o-par bearer shares of
the company with a pro rata amount of €100 per share,
The amount of capital stock atinbutable to these shares
15 €4.075,084. This equates to 4.453% of the company’s
capital stock of £81,522 936 at that ime. The purchases
were made exclusively via the stock market by a bank
commussioned by the company. They were carned out
in clectronic trading on the Frankturt Stock Exchange
on 94 Xetra trading days. The weighted average price
amounts to €49.0787 per repurchased share. The total
price for the repurchased shares, not inciuding incidental
expenses, amounted to €£1949.9489.8958.47, The treasury
shares were acquired for the purpose of withdrawing
lhem and redi

g the company’s capital stock. On
July 9, 2018, the Board ol Management resolved to
withdraw all repurchased shares in fine with the slock
repurchase authorizahion In accordance with Section
71, Paragraph 1, No. 8, Sentence 6 of the German
Stock Corporation Act, The sharcs were withdrawn an
July 12, 2015 without a lurther resolution by the Annual
Stockholders’ Meeling. The company's capital stock was
accorcingly reduced to £87.447,852. In accordance
with Section 237, Paragraph 5 of the German Stock
Corporation Act, an amount of £4,075.084 was added

to the capital rescrves.
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O May 23, 2079, the Annual Stockholders' Meoeting of
LANXESS AG resolved, with effect after a hme delay, to
suspend the slock repurchase anthorization ol May 20,
2016, and 1ssue a new authanzalon for (he purchase
and ubheation ot lreasury shares, The suspension ang the
new aithorization took oftect on August 13, 2019, at the
beginmng of the day that lay two months after the day on
which the last notification refatng to the stock repurchage
program announced on January 10, 2019, ANNOLNEING
ts completion, was pubilished via a European media pook
The new authorization allows the Board of Management
ta acqtirre shares in the company representing up to 0%
stock until May 22, 2024, and to utihze them
for any purpose permitted by law. This authonzaton may
also be utiived by subsidianes af the campany or by (hird

of the cap

patties on hehalf of the company or ils subsidiares, Al
the discretion of the Board of Management, such snares
may be acquired cither on the market or via o public
tender afer. The Board of Management s avthonzed to
use them for any purpose permutted by law, especially
the purpeses specifically hsted in the authonzation. No
treasury shares were purchased on the basis of this new
authortzation i fiscal year 2019, A the end of fiseal year
2019 neither the company nor dependent or majonty-
ewned enbitics, or third parties aching for the account of
the company or for the account of dependent or ma|otity-
owned entitics, held shares in the company.

21 | Provisians for Pensions and Other
Post-Employment Benefits

Fension provisions refate to pens:on obligations for
present and tormer emplovees and to comnutments
under earty retivement programs

Provisions for pensions and other post-employment
benefits as of December 31, 2019, amounted 1o
£81.462 thousand (previous year: ©74.190 |housand)
The difference pursuant 1o Section 253, Paragraph 6,
Sentence 1 HGB far the fiscal year amountod to €10.884
thousand (previous year: €11,672 thousand) and 1s
subject o the ban on distnibution pursuant 1o Secuon 253,
Paragraph 6, Scnience 2 HGEB.

The setllemenm amounls of the obligations from the
pension and similar commitments accessory to the
pension babahty msurance amounted (o €398 thousand
and were netted against the tar value of the pledged
pension hability insurance, which constitutes fund assets
as defined in Section 246, Paragraph 2, Sentence 2
HGR, of €398 thousand. No interest expenses or
ncome resulted from the pension hability insurance in

the: reporting penind.

22 | Tax Provisions

The tax provisions refate to income taxes of £122.700
thousand for provicus years,

23 | Other Provisions

The other provisions are established for perlormance-
refated compensation compenent(s (APP, L TSP LTEER)
for employees, vacation and evertime credits, long-
es. Othor
uncertain iabidities comprised, smong other things, the
expected cost of the Annual Steckholders' Meeting for

SCrvICC anniversarics and other uncertam liab

fiscat year 2019 and the variable and fixed compensation
ol the Supervisory Board.

The annual pertormance-based compancnt of
the variable compensation. known as the Annual
Pertormance Payment (APP), is based on corporate
business targets and other cenditions, such s the
altairment of cerlan targels for Group EBITDA pre
exceptionals, which are defined by the Board ol
Management and the Supcrvisory Board before the
beqinmng of the respective hscal year, Actual payments
may differ from the amount cale Jlated in advance.

The long-lerm, performance-related components
of the compensation systerr are the Long-Term
Stack Performance Plan (| TSP and the lLong-Term
Ferformance Bonus (LTPR),

The TSP is based on the performance of LANXESS
stock. The LTSP 20142017 program sel up 1in 2014
uses the MSCHWarld Chemicals index as 5 reference

Arng
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as a reference index for the LTSP 2010-2013, in place
since 2010, from which excresable nights are stll
oulstanding. It responds Lo the call by legislators lor a
stionger focus on long-term company performance.
The LTSP s divided inlo four four-year tranches, and
participation s contingent upon a personal investment
LANXESS shares. These shares are subyect to an average
vesting peniod of fve years (TSP 2010-2013) and tour
years (LTSP 2014-2017). The rights granted by the
ETSP may be exercised at the end of these penods. The
exereise penod s three years in general, but five years for
the 2012 and 2013 tranchoes, In the LTSP 2018-2021,
in place since 2018, the nghts granted are exercised
immediately at the end ol the four-year vesting peniod.
The value of a stock perlormance nght « dependent
on the average perfarmance ol LANXESS stock
relative to the MSCIWorld Chemicals Index dunng the
vesting penod. The performance relative to the indexas

caleulated indiwidually for each of the four years of the
vesting pernod,

The LTPB rewards the linancial development of the
Ciroup based on the busmess perfermance in three
consecutive years. The bonus payments a percentage

of the annual base salary.

24 | Bonds

Bonds as of December 31, 2019, totaled €2.700.000
thousand {previous year: €2,700,000 thousand) and
compnsed the following:

Interest  Maturity Volume
€ thousand rate %

z e Myetr
20165201 0250

26 | Trade Payables

All trade payables are te third partics.

27 | Payabtes to Affiliated Companies

Payables to affliated companies amounting to €1.416.016
thousand (previous vear: €527,203 thousand) mainly
comprised loans, including acerued interest, and labilities
refaling to financial transactions,

28 | Other Liabilities

1600 G0 |
i Dec. 31,
! P
1040 00000 € thousand 2018
o : 847
1500 500,000 | il 426
2,700,000 | IR

25 | Liabilities to Banks

The liabilities to banks of €24,741 thousand {previcus
year: £28,973 thousand) mainly comprise accrued
nterest.
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29 | Further information on Liabilities

The residual matunties of Labiities are as follows:

Dec. 31,2018 Dec. 31, 2019
Wore than ofwhich o . More than abwee s mare
€ thousand Up o b yeas year th Upiza e 1yen el years
: 0 ATGO003  LGODOUG 8| 2700000 FG0G.000
0 0 U U
& 0 8 0]
WA 0 0 , 0!
Db 0 0 _ 0

558,983 2,700,000 1,600,000

30| Contingent Liabilities
from Guarantees

Under the master agreemoent that was concluded
hetween Bayer AG and LANXESS AG together with
the Spin-Off and Takeover Agresment, Bayer Al
and LANXESS AG agreed, among other things, on
commitments regarchng mutoal indemnification for
habilibes i line with the respective asset allocation.
and on special arrangements allocating responsibility
to deal with claims o the areas of product habihty,
cnvironmental contamination and anbitrust violalions.

The master agreemenl also comans arrangements lor

the allocation of tax effects relating to the spin-off and
w0 the preceding measures to create the subgroup that
was subsequently spun off,

LANXESS AG has given the following guarantees on
pehall of subsicharies:

€ thousand

to lanks

PAEREI NG
119,734

In addition. LANXESS AG has provided guarantces on
behalf of subsidiaries for payment obligations relating
to future delivenes under long-term procurement
agreements,

Outside of Germany, LANXESS Limited {recistration
no. 03498959), Newbury, Great Botamn, utihzed the
exemption from the auditing of its annual financia
statemenits as permitted by Section 4794 of the UK
Companies Acl 2006, As required by law, LANXESS
AG, as the ultimale parent company, guaranteed all
outstanding habibties as of December 31, 2019, with
respect to Section 479C of the UK. Companies Act
2006, The net habilities of LANXESS Limited as of
December 31, 2019, amounted to €2,510 thousand.

Based on the imtormation available to us, the comparues
concerned should be abic to fulfill the underlying
obhgations in all cases. The guarantees are not expacted
to be utihzed,

SUremen
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OTHER MANDATORY DISCLOSURES

31 | Notification of Interests Held in the
Company
{Section 160, Paragraph 1, No. 8 of the
German Stock Corporation Act (AktG))

Natficatons of interests held in LANXESS AG are sct out
in the disclosures pursuant to Se
No. 8 AktG.

on 160, Paragraph 1.

32 | Derivative Financial Instruments

In the course of their business, LANXESS AG and
companies in the LANXESS Group are exposed 1o nisks of
nges in exchange rates and market prices. Denvative

acal Instruments are used in some cases to hedge
agamst these nsks, These comprise over-the-counter
(QTCY instruments thal are not traded on an exchange.
I hey mainly mciude forward exchange contracts, interest
rate swaps and forward commaodity contracts.

The use of such instrurments s governed by umiform
guidelines and is subcct to stringent interaat controls, It
15 conhined to hedging of the Group's operating business

and the related mvestments and financing transachions,

The purpose of using dervalive financial instruments s
to reduce fluctuatons in earnings and cash flows caused

by changes in exchange rates, inferest rates and market

prices.

There 15 a nisk that the value of financial dervatives may
change as a result of fluctuations in underlying parameters
such as exchange rates, Where derivatives are used for
hedging purposes, the possibiity of a loss of value due
to a drop m prices s offset by corresponding increases
in the values ol the hedged contracls.

In the case of denvatives with a positive tair value, a credit
or defaudt risk anses if the counterparties cannot meet
their obligations. To mimimize this rnisk, credit mits are
assigned to ndividual banks, and framework agreements
are used that allow oftsetting of the tair value of open
derivative positions in the cvent of insolvency of a
counterparty,

The nohonal amount of hnancial denvative contracts
concluded with external counterparties was €£1,454.316
thousand as ot December 31, 2019 (previous year:
£1.1249 453 thousand). Back-to-back derivative conracts
with a notional amount of €1,259,915 thousand (previous
year: £1,110,805 thousand) were concluded with Group
companies. The total notional amount of dernvatives
was £2,714,231 thousand (previous year: €2,240,258
thousand). This hiqure also contans those denvalves
ncluded in valuation units,

114 . LANXESS AG
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The derwvatives compnised the following:

Notional amount

Dec. 31, Dec. 31,
€ thousand 2018 2019

Forward exchange contracts

Fair value Carrying amount
Dee. 31, Dec. 31, Dec. 31, Dec. 31,
2018 2019 2018 2019

2,230,652 ?.mmmu. (2,323) {(3132)

1802 see o0l ¢
necative [ir vaues 1303 ! ) S0 ) 0 o
o 9,606 o im.w.m.m ] o} o, o 0
2,240,258 2,714,231 - (4,529) (2,323) (3,132) (1,248},

Financial Derivatives Used to

Hedge Currency Risks

LANXESS AG used forward exchange contracts to
hedge exchangoe rate risks,

Hedamng was underlaken using lorward exchange
contracts for highly prebable lorecast transactions by
Group companies in foreign currencies and was passed
through to these Group companies on a back-to-back

basis.

Forward exchange contracts with a notional amount of
£344,824 thousand (previous year: €332,607 thousand)
and a far value of minus €7,.397 thousand (provious
year: minus €12,.900 thousand} were concluded with
external counterparties 1o hedge highly probable
forecast transactions by Group companies in foreign
currencies. They were matched by transachions wilh
Group companies with a notional amount ot €344,824
thousand (previous year: £€332,607 thousand) and
had a fair value of €7,997 thousand (previous year:
minus €12.900 thousand). Changes n the value of the
corresponding external and internal transactions move n
opposite direchions and will oftset one: another by 2022,

These transactions were grouped in valuation portiolos

and not recognized in the statement of financial position.

To hedge currency nsks relating to rocewvables and
payables of LANXESS AG and Group companes (1isk
in the slatement of financial position), LANXESS AG
concluded torward exchange contracts with external

counterparties with a notienal amount ot £1,106,850
thousand (previous year: €792 044 thousand) ang a faw
value of rminus €5,019 thousand {provious year: minus
£5,275 thousand}. Some of these transactions were
passed through to Group companies. Contracts with
these inlernal counlerpariies had a nolional amount of
£912,449 thousand (previous yesr: £7 73,395 thousand)
and a fair value of £2,695 thousand (previous year:
£746 thousand). Where [orward exchange contracts
concluded to hedge foreign currency recewvables and
payables ol Group compames were passed through to
the companies concerned by way of inlernal contracts,
they were grouped in valuation portfolios tegether with
the opposing transactions. At the closing date, valuation
portfolios comprising external and internal transactions
had absolutely equal fair values. The majonty of them
mature in 2020 and the remainder in 2022 at the latest.
These transaclions were not reflected m the statement
of iinancal position,

Forward exchange contracts thet were used to hedge
foreign currency risk i the statements of financial
pasition of Group compames and were not matched by
ie of minus €£1.248
thousand {orevious year: minus €3,132 thousand). The

internal transactions had a tar v

negative fair value s reflected in other provisions.

serment- 2010 | LANXESS AG



Further valuation units (micro hedges) compnsed foreign
currency loans trom Group companies to LANXESS AG
orvice versa for which forward exchange contracts had
been concluded on & back-to-back basis. The carrying
amount of loans granted by LANXESS AG was C105,595
thousand at year end {previous year: €63,015 thousand),
while the carrying ameunt ol loans to LANXESS AG was
€£68,112 thousand {previous year: £64,047 thousand).
The net currency nisk was €1,076 thousand (previous
year: €1,3G7 thousand). The external forward exchange
contracts had a net negative fair value of minus C1,248
thousand (previous year: minus £3,137 thousand) and
are all due in 2020, Thoy were not recognized i the

stalement of inancial posibon.

Financial Derivatives Used to

Hedge Price Risks

Forward commodity contracts concluded with external
counterpartics, all of which mature within ane year,
were passed through to Group companies on a back-
lo-back basis. The results of such transachions that had
lerminated by vear end canceled each other oul. Micro
hedges were established tor open transactions, gwing

anet 7ero result

Valuation Methods

The tair values of hnancial dervatives are determimed
using customary valuation methods and are based on the
market data (market values) avallable al the measurement
date. The fellowing principles are apphed:

» Ihe tair values of forward exchange contracts arc
derwed from their trading or bsted prices using the
"forward method.”

» The fair values of forward commodity contracts are

also derved from therr trading or isted prices using

the "torward method.”

The effectiveness of hedge relationships s measured

using the dollar-olfsel method.

33 | Total Compensation of the Board
of Management and Supervisory
Board (Pursuant to Section 285,

No. 9 a HGB)

Total compensation of €11,780 thousand (previous
year: €12.183 thousand) was paid to the members of
the Board of Management of LANXESS AG for fiscal
year 2019, comprising €701 thousand (previous year:
£8.597 thousand) in annual compensation tannual base
salary, Annual Performance Paymenl (APP), benefils
i kind and other), minus €34 thousand (previous

year: €0 thousand) i compensation relating to the
previous year and €4,723 thousand (previous year:

£3,586 thousand) in mult-year compensation.

The multi-ycar compensation includes total paynents
ol €2,688 thousand {previous year: €1.726 thousand}
under the Long-Term Perlormance Bonus (LTPB) and the
stock-based Long-Term Stock Performance Plan (LTSP),
The number ot compensation rights granted under the
LTSP was 2,035,000 (previous year: 1.860.000).
The fair value of these nghts at the grant date was
€2.035 thousand (previous year: £1,860 thousand). In
hscal year 2019, stock-based compensation resulted in
net expense of £4.518 thousand (previous year: income
of €81 thousand).

In addibon, net expenses of €5,094 thausand (previous
year: €2,581 thousand) were incurred to provide
retirement pensians for the members of the Board
of Management. The present value of the benefit
obligation as of the ond of 2018 for these membaers
of the Board of Managemoent serving on that date was
€21,952 thousand (previous vear: €16,858 thousand).
Detalls of the compensation system for membpers of the
Board ot Management and an i

idual breakdown
of the compensation are given in the "Compensation
Report” section of Ihe comined management report
tor the LANXESS Group and LANXESS AG for “scal
year 2016,
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Compensation of the Supervisory Board

Fixed Compensation Attendance Long-term Total
compensation for committee allowance  compensation
€ thousand membership
2019 1,155 472 77 0 1,804
20Th 1700 40 Ry B 1,077

The members of the Supcervisory Board receved total
compensation of €1,804 thousand in fiscal year 2019
(presvious year: £1.921 thousand), The provisions
established for multi-year compensation for Supervisory
Board members as of December 31, 2019, amounted
to £1.670 thousand {previous yvear: €1,310 thousand),

In addition, the employee representatives on the
Supervisary Board who are employees of the LANXESS
Group received salaries under therr employment
contracts, The amounts of these salanes represented
appropriate compensation for the employecs’ functions
and tasks within the Group.

Details of the campensation system for members of the
Supervisory Board and an individual breakdown of the
rompensation are given in the “Compensation report”
section of the combined management report for the
LANXESS Groupr and LANXESS AG for fiscal year 2019,

34 | Total Remuneration of Former
Members of the Board of Manage-
ment and of Members of the Board
of Management Who Stepped Down
During the Fiscal Year (Pursuant to
Section 285, No. 9 a, Sentence 6 dd and
No. 9 b HGB)

Payments totaling €7,070 thousand (previous year:
€473 thousand) and relating to pension benefts were
made to former members of the Board of Management
in fiscalyear 2019, of which €6,458 thousand (previous
year: €0 thousand) related to one-time capital payments,
£4.885 thousand (previous year: €2,790 thousand) was

_,mﬁcmq.:wma as current PENSION eXpense.

Provisions of £27,904 thousand were recognized as of
December 31, 2018 {previous year: €30.089 thousand)
lorthe current pensions ond the pension entitlements of
former members of the Board of Management.

35 | Loans and Advances Granted to
Members of the Board of Manage-
ment and the Supervisory Board
(Pursuant to Section 285, No. 9 ¢ HGB)

There were no Inans or advances to members of the
Board of Managoment or the Supervisory Board as
of December 31, 2019, nor had any other financial
commitments been entered into for these individuals.

36 | Amounts Barred from Distribution
{(Pursuant to Section 253, Paragraph 6,
Sentence 2 HGB)

Amounts subjecl to the bar on distribution as of the
closing date:

Dec. 31, Dec. 31,

€ thousand 2018 2019
Prowssinns tor pe nsions
SEVONSyEal 3UeTagE INKGTEs 1ot 85.690 A RT
JE-Bs HOVISILNG 101 DRG0,
HEEETR O TR EN N (71,027

Difference 11,672
Total amount barred from
distribution 11,672

M9 | LANXESS AG




Content

As of December 31, 2019, the fevel of unrestricted
reserves exceeded the total velume of amounts barred
from distribution, Therefore, no bar on distribution
applies to the distnibutable profit of €279.359 thousand.

37 | Events After the End of the
Reporting Period

Na events of special significance took place alter
December 31, 2019, that are expected to materially
affect the financial position or results of operations of

LANXESS AG.

38 | Appropriation of Earnings

Regarding the approprniation of distributable profit of
£279,350 thousand, the Board of Managoement proposes
that the Annual Stockholders” Mecting resolve on the
pavment of a dividend of €0.95 per no-par share entilled
to the dividend, This equates Lo a total distribution
ot C83.075 thousand. The amount remaming after
deducton of the planned dividend, 196,284 thousand,
15 1o be carned forward to new account.

39 | Corporate Officers

Supervisory Board
Members of the Supervisory Board hold offices as
mambers of the supervisory board or a comparable

supervising body ol the corporations listed.

The following representatives of the company's
stockholders are currently members of the Supervisory
Board:

Dr. Matthias L. Wolfgruber
(Chairman)

Selteniploven conae

e

sarme - Crarman o0 the Management Bagra ot & TAMA &G

Further offices:
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ARLIE X GmbH, Witen (Chairman of the Adwisony Boord

sachusetrs (1.6
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Dr. Heike Hanagarth
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Further offices:

CANXESS Leuls

PGmu & Co €0 Bretten
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Dr. Friedrich Janssen

Pamela Knapp
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Furmer CF{ of GFK SE

Further offices:
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The foliowing representatives of the company's employees

are currently memnbe

ol the Supervisory Board;

Ralf Sikorski {Vice Chairman)

Dr.Ha

ns-Dieter Gerriets

ol the LANXESS Groap Manac

Carrmitree 1 Chairman of the LANXESS fanag
Emplogees Comnitec:

Wanager oa pre Ao fai o thie Moy ustrne
Itz iainess umt of | ARNED 55 De Lrechlana GrenH

Further offices:
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Thomas Meiers
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Board of Management
The following persons are currently members of the
Board of Management:

Offices held by serving Board of Management members

Member of the Board of Management External offices Offices within the LANXESS Group
Matthias Zachert

Chentrnin o
H

& « Memper o the Supervisory 2oard of Siemens AG .
3 of Manacgement SBethn ard Mumch (aned on Jaauany 31, 2018)

rman ol the Evecutive Beard of LANXESS Deusscheand GrebdA

Dr. Anno Borkowsky

Member of the Board of Monsgemen? < Member of the Fxreoatve Board obE ANXESS Deutsehtand Gt H
Dir-esors of LAMYXESS Additives Tanvar Lic,
nrl Septer 1,200
atr e o irectons of LANYERS oeng Mo g od

« Cha smace ot the Board of Divestors of L ANXESS Cherseal
Jaroaarg 1

1ot Direstans af [ 8MNXFSS

We-mber of the Board of Direcreors o LANKESS Sa

e arnaty Ty

Dr. Stephanie CoBmann

Llember of the Boarnd af Wanage v ann Mermbier of the Executive Board of L ANXESS Dentseblasd GmbH
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Ve e 3y

Dr. Hubert Fink

Mesmber of 1o = Member ol the Exerutive Board ¢
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Offices held by serving Board of Management members

Member of the Board of Management

External offices

Offices within the LANXESS Group
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Disclosures Pursuant to Section 160, Paragraph 1,
No. 8 of the German Stock Corporation Act (AktG)

Date of Threshold Voting rights Voting rights via Attributable voting rights
change instruments
% absolute % absolute
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List of

Company Name and Domicile

Company Name and Domicite

= Interest Equity Result Interest Equity Result
m : are —.— 0O — Q in Q S held (€million) (€ million} held (€million) {(€ million)
(%) {%)
Fully consolidated Fully censolidated
companies companies
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Company Name and Domicile

Company Name and Domicile

Company Name and Domicile
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Company Name and Domicile

Interest Equity Result
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30 [§]
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Responsibility
Statement

Tor the best ot our knowledge, and in accordance with
the applicable financral reporting principles, the annual
financial statements give a true and fair view of the
earmings. asset and financial positon of the LANXESS AG.
and the combined management report includes a far
review of the development and pertormance of the
business and the position of the LANXESS Group and
LANXESS AG. together with a description ot the principal
opportunibies and risks associaled wiih the expected
development of the LANXESS Crroup and LANXESS AG.

Colognre, February 27, 2020
LANXESS Akticngesellschaft

The Board of Managemenl
Matthias Zachert Dr. Anno Borkowsky
Dr. Stephanic Coflmann Dr. Hubort Fink

hMichael Pontzen
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Independent
Auditor’s Report

INDEPENDENT AUDITOR’S REPORT

“To LANXESS Aktiengeseils

it, Cologne

REPORT ON THE AUDIT OF THE ANNU-
AL FINANCIAL STATEMENTS AND OF
THE MANAGEMENT REPORT

Audit Opinions

We have audied the annual financial slatements of
LANXESS Aktengeselischafl, Cologne, which comprise
the halance sheet as at December 31, 2019, and the
statement of profit and loss for the inancial year from
January 1 to December 31, 2079, and notes to the
fmancial statements, including the presentation of the
recognihion and measurement pohcies. in addition. we
have audited the management report of LANXESS
Akt
management report, for the financial year from January 1

wgesellschatt, which 1s combined with the group

o December 31, 2019, 1In accordance with the German
legal requirements. we have not audited the content
of Lhe [statement an corporale governance pursuant
to § |Article] 289f HGB [Hondcelsgesetzbuch: German
Commercial Codel and § 315d HGB.

In aur opinion, on the basis of the knowledge obtaned
in the audit.

v the accompanying annual financial statements
comply, n all malenial respects, with the
reguirements of German commercial faw and give

alrue and larr view ol the assets, abkities and
hnancial position of the Company as at December
31,2019, and ot its financial performance for the
tnancial year from January 1 to December 37,
2019, in comphance with German Legally Reguired
Accounting Primciples, and

> the accompanying management report as
a whole provides an appropriate view of the
Company's position. In all materal respects, this
management report Is consistent with the annual

financial statemenis, complies with German lega
reguirements and appropnately presents the
opportumities and nsks of future development. Qur
audit opinion on the management report does not
cover the content of the statement on corparate
governance relerred to above.

Pursuant 10 8 322 Abs. [paragraph] 3 Satz [sentence)
1 HGE. we declare that our audit has not led Lo any
reservations refating to the leqal comphance of the annual

fimancial statements and of the management report.

Basis for the Audit Opinions

We conducted our audit of the annual inancial state nents
and of Ihe management report in accordance with 8 317
HGB and the EU Audit Regulation {(No. 537/2014,
referred to subsequently as "EL Audit Regulation™) in
compliance with German Generally Accepted Standards
for Fmancial Statement Audits promulgated by the
Institut der Wirtschaftspriler [Institute of Public Auditors
i Germany] {1DW). Our responsibilities under those
requirements and principles arz {urther described in
the “Auditor’s Respansibilties for the Audit of the Annual
Financial Staternents and of the Management Report”
section of our auditor's report, We are independent ol
the Company in accordance with the requirements ol
European law and German commercial and professional
law. and we have {ullilled our olher German professional
responsiilities in accordance with these requirements.
in addition, in accordance with Article 10 (2) pont (f) of
the EU Audit Regulation, we declare that we have not
provided non-audit services prohibited under Article 5 (1)
of the EU Audit Regulation. We belicve that the audit
evidence we have obtamed s sufticient and appropnate
to provide a basis for our audit opinions on the annual

financiad statements and on the management report.

Key Audit Matters in the Audit of the

Annual Financial Statements

Key audit matters are those matlers thal, i our
professional judgment. were of most significance in our
audit of the annual financial statements for the financial
year from January 1 to December 31 2019, These
matters were addressed in the context of our audit of
the annual financial statements as ¢ whole, andin foriming
our audit opinion thereon; we do not provide a seperate

audit opinion on these matters,

et 2019 | LANXESS AG
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In our vicw, the matter of most significance in our audi
was as follows:

1] Recoverability ot inveslements in affilialed companies

Our presentation of this key audit matter has been
structured as follows:

@ Matter and 1ssuc

@ Audit approach and findings

@ Relerence to lurther information

Heresnafter we present the key audit matter:

(1 Recoverability of investements in affiliated
companies

@ Investments in affiliated companmes amounting to

EUR 739 mullion (11.2% ol tolal assels) are reported

under the “Financial Assets” balance sheet item in

the: annual financial statements of LANXESS AG.

The investments in aff)

d companies comprise the
nvestment in LANXESS Deutschland GmbH, which

holds further investments in lurn.

[nvestments in affiliated companics are measured in
accordance with German commercial law at the lower of
cost and fair value, The imparrment testing of the shares
i LANXESS Deutschland GrmbH also takes into account

the fair values ot its indirect and direct investments, since

these could have a malernial impact on the faie value of the
shares in LANXESS Deutschland GmbH. The respective
fan values of LANXESS Deutschiand GmbH and its

indirect and drect investments are determined if there
are mdications of possible impairment. For this purpose,
the investments arc reviewed to estabhsh whether the
carrying amount of the invesiment s not covered by the
corresponding {share of} net assels of the company, the
company has a hustory of making losses or therc are
other indicators which could result in the permanent

imparment of the nvestraent.

The far values lor invesiments are generally calculated

as Ihe present values of the expected future cash flows
derved from the planming projections prepared by the
Company.

The reviews for indications impairment and the fair values
determined did not result in a need for any write-downs
tor the fiscal year.

The outcome of the reviews and valuations depends
in particular on planmng projections, the estimation
of future cash inflows as well as discount and growth
rales, which are subject to matenial uncertainty. Against
this background andn view ot its materal importance
for LANXESS AG's asscts. habilifies, and financial
performance, this matter was of particular significance
for our audt.

@ as part of our audit, we reviewed and evaluated the
methodological procedure as adopted for the purposes
of the impairment testing of the shares in LANXESS
Deutschland GmbH, among other things. Using the
annuat financial statements of LANXESS Deutschland
GmbH, we verhied that the carrying amount of the
investment in LANXESS Deutschland GmbH s covered
by the company's net assets and that theres no history
of making losses. In addition, we conducted inleraews
with the client, examined the documentalion for matiers
that could result in the permanent impairment of the
nvestment and also obtained intormation on this subyect
from the executive directors. We also inspected the
planning projections for the various business arcas at the
fevel of LANXESS AG and venified that these contamed
no evidence lor the permanent impairment of the
invesiments either, We assessed the appropriateness ot
the future cash inflows used 1n the planning projections,
among ofher things by comparning this data with the
current budgets in the five-year plan approved by the
exccutive directors, and reconciling it against generat
and sector-specific market expectalions, Overall, the
assumptions used by the executive directars areir line
with our expectations,

We also assessed the recoverability of the investments
held by LANXESS Deulschiand GmblH. For this purpose,
we investigated whether Lhe carrying amount of the
investment 1s covered by the (share of) the net assets of
the respective company. Inthe case of those companies
with {a share of) net assets below the carrying amount

erients AU LANXESS AG
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of the mvestiment, a fustory of losses or other indicators
that could result in the permanent imparment of the
mvestment, we obtamed the relevant determimation of
fam value for the investment and assessed whether the
fanr values were properly calculated and whether they
affect the carrying amount of the nvestrent in LANXESS
Deutsehland GmbH.

[ our view, on the basis of the availlable information,
the procedures adopled by the executive directors
for the purpose ot the impairment testing of the
shares in LANXESS Deutschland GmbH, including

T measurement parameters applied and underiying

measurement assumptions, are appropriate overall for
the proper measurement of the investments in affitiated

compantes.

@The Company’'s disclosures relating to the investments
n affiliated companies are contained v the notes to the
finanmal statements in the section entitled "Accounting
Polices and Valualion Principles”,

Other Information
The executive directars are responsible tor the other
intarmation. The other imtormation compriscs the
[stalement on corporate governanee: pursuant to § 289t
HGEB and & 315d HGB.

I'he other mlormation compnses the annual report —
excluding cross-references to external information —with
the exception of the audited annual inancial statements,

the audited management report and our auditor's repaort.

Our nudii opimons on the annual iinancial staternents
and on the management report do not cover the other
information. and consequently we do not express an
audit opmion or any other lorm ot assurance conclusion
thereon.

In connection with our audit, our responsiblity s to
read the other mtormation and, m so doing, 1o consider

whether the other information

» 15 materially inconsistent with the arnual inancial
statcments, with the management report or our
knowledge obtained in the acdit, or

> otherwise appears 1o be materrally misstated.

Responsibilities of the Executive Directors
and the Supervisory Board for the Annual
Financial Statements and the Management
Report

The executive directors are responsible for the
preparation of the annual financial statements that
comply, in afl maternal respects, with the requirements

of German commeraial law, and that the annual inancial
statemaents give a true and farr view of the assets,
labiities, fmancial posiion and financial performance
of the Company in comphance with German Legally
Reguired Accounting Principles. In addiion, the execulive
directors are responsible or such internal control as Lhey,
m accordance with German Legally Required Accounting
Principles, have determined necessary 1o enable the
preparation of annual inancial statements that are free
from material rmsstatement, whether duc to fraud or

error,

In prepanng the annual financial statements, the
executive directors are responsible for assessing the
Company's ability to continue as a going concern. They
also have the responsibility for disclosing, as applicable,
matters related lo going concern. In addition, they are
responsible for hnancial reporting based on the going
concern basis of accounting, provided no actual or legal
circumstances conflict therewveth.

Furlhermore, the executive direclors are responsibie
for the preparalion of the management report tha® as a
whole prowides an appropriate view of the Company's
nosition and s, i all material respects, consistent wath
the annual financial statements, complies with German
legal requirements, and appropnately presents the
opportunibies and risks of future developmert. In
addition, the exccutive directars are responsiblz for
such arrangements and measures (systems) as they
have considered necessary to enable the preparation
nf a management report that s In accordance with the
applicable German legal requirements, and to be able to
provide suflicient appropnate evidence for [he assertions
In the management reporl.

The supervisory board 15 responsible 1or nverseeing
the Company's financal reporting process {or the
preparation of the annual financal slatements and of
the management report

| LANXESS AG
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Auditor’s Responsibilities for the Audit of
the Annual Financial Statements and of the
Management Report

Our ohjectives are 10 oblain reasonable assurance about
whelher the annual inancial staterments as a whole are
free from matenal misstatement, whether due to fraud
or error, and whether the management report as a whole
provides an appropnate view ot the Company's position
and. in all material respects, 1s consistent with the annual

tinancic

statements and the knowledge oblained i the
audit, complies with the German legal requirements
and appropriately presents the cpportunities and rigks

of future developrment, as well as toissue an auditor’s

cport that mcludes our audit opinions on the annt

ancial statemients and on the management report.

Reasonable assurance 1s a fugh level of assurance, hutis
not a guarantee that an audit conducted 1in accordance
with & 317 HGB and the EU Audit Regulation and in
complance with German Generally Accepted Standards
for Financal Statement Audits promutgated by the Institut
der Wirtschaltsprufer {IDW) will stways delect a material
misslatement. Misstatements can arise from fraud or
error and are considered matenal f, individually or in
the aggregate, they could reasonably be expected to
intluence the economic denisions of users taken on
lhe basis of these annual inancial stalements and this

management reporl.

We excrcise professional judgment and mamntain
professional skepticism throughout the audit, We alsa;

> identify and assess the risks of materal
misstatement of the annual financial statemenls
and of the management seport, whether due to
traud or error, design and perform audit procedures
responsive 1o those nsks, and ebtain audit evidence
that s sutficient and approprate to provide a basis
for our audit opinions. The nsk of not detecting a
raterial misstatement resufting from fraud s higher
than for one resulting from errorn. as fraud may
mvolve cotlusion, lorgery, iIntentional omissions,
misrepresentations, or the overnde ol internal
controls.

» Obtain an understanding of internal control relevant
to the audil of the annual kinancial statements and
of arrangements and measures (systems) relevant
to the audit of the management reportin order
ta design audil procedures that are appropnate
in the circumstances, bat not for the purpese of
expressing an audil opinion on the effectiveness ot
these systems of the Company.

~

Evaluate the appropriateness of accounting
pohcies used by the executive directors and the
reasonableness of estimates made by the execulive
directors and related disclosures.

Conclude on the appropriateness of the excoutive
directors’ use of the going concern basis of
accounting and, based on the audit evidence
obtained, whether a material uncertainly exists
related to events or conditions that may cast
sigrificant doubt on the Company's ability to
continue as a going concern. Fwe conclude that

a material uncertainty exists, we are required to
draw altention in the audilor's report to the relazed
disciosures in the annual Fnancial statements and in
the management report or, if such disciosures are
madequate, to modity our respective audit opimions,
Cur conclusions are based on the audit evidence
obtained up o the date of our auditor's report.

i fowover, tuture events or conditions may cause the
Company to ccase to be able to continue as a goning
concern,

Evatuate the overall presentation, structure and
content of the annual financial statements, ncluding
the disclosures, and whether the annuat financial
statements present the underlying transactions

and events 1in a manner that the annual financial
statements give a true and fair viow of the

asscts, liabidines, financial position and financial
performance of the Company in compliance with

German Legally Required Accounting Principles.
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y Evaluate the consistency of the management report
with the annual financial statements, 1s conformity
with German law, and the view of the Company's
posibion 1t provides.

y Perform audil procedures on the prospective
intormation presented by the executive directors
n the management report. On the basis of
suflicient appropriate audit evidence we cvaluate,
in parbicular, the signiicand assumptions used
by the executive directors as a bass for the
prospective information, and evaluate the proper
dervation of the prospective intormation from these
assumptions. We do nol express a separate audit
opirnon on the prospective inlormation and on the
assumplions used as a basis. There s a substantial
unavoidable risk that future events will differ
materially fram the prospective intormation,

We communicate with those charged with governance
regarding, among other matters, the planned scope and
tmmg of the audit and sigrificant audit findings, wclucing
any signihcant deticiencies ininternal control that we

identiiy during cur audit.

We: also prowide those charged with governance with
a statement that we have comphed with the relevant
independence requirements, and communicate with
them afl relationships and other matters that may
reasonably be thought (o bear on our independence,
and where appheable, the related sateguards.

From the matters communicated with those charged
with governance, we determine those malters that were
of most significance in the audit of the annual nancial
statements of the current penod and are theretore the
key audit matters, We descrnbe these matlers in our
auditor's report unless law or regulation precludes pubhc

disciosure about the matter.

OTHER LEGAL AND REGULATORY
REQUIREMENTS

Further Information pursuant to

Article 10 of the EU Audit Regulation

We were clected as auditor by the annual general meeting
on May 23, 2015. We were engaged by the supervisary
hoard on August 2, 2019, We have been the auditor
of the LANXESS Aktengesellschatt. Cologne, without
mierruption snce the financial vear 2014,

We declare that the audit opimions expressed in ths
auditor’s report are consistent with the addiional report
to the audt commuttee pursuant to Arhicle 11 of the EU
Audit Regulation (long-form audit report).

GERMAN PUBLIC AUDITOR
RESPONSIBLE FOR THE ENGAGEMENT

The German Public Auditor responsible [or the
engagemenl 1s Jorg Sechser”

Cologne, February 28, 2020
PricewaterhouseCoopers
Aktiengesellschalt

Wirtschaftsprufungsgeseilschaft

Jorg Sechscr
German Public Auditor

ppa. Martin Krug
German Public Auditor

2019 P LANXESS AG




o

mmmmmmmmm



