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Income Statement
LANXESSAG

€thousand Note 2009 2010

Sales (1) 2,539 4,027 

Costofsales (2) (2,539) (4,027)

Gross profit 0 0

Generaladministrationexpenses (30,949) (50,309)

Otheroperatingincome 440 7

Otheroperatingexpenses (1,755) (1,748)

operating result (32,264) (52,050)

Incomefrominvestmentsinaffiliatedcompanies 117,535 190,528

Expensesforlosstransferfromaffiliatedcompanies (25) (49)

Incomefromothersecuritiesandloansincludedinfinancialassets 178 129

Netinterestexpense (3) (37,363) (29,636)

Write-downsoffinancialassetsandmarketablesecurities (2,221) (715)

Otherfinancialincomeandexpenses–net (4) (23,991) (22,412)

Financial result 54,113 137,845

Income before income taxes 21,849 85,795

Extraordinaryincome 0 694

Incometaxes (5) 28,972 (8,119)

net income 50,821 78,370 

Carryforwardtonewaccount (14) 55,330 64,550

Allocationtoretainedearnings (14) 0 (39,185)

Distributable profit 106,151 103,735
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Statement oF FInancIaL PoSItIon
LANXESSAG

€thousand Note Dec. 31, 2009 Dec. 31, 2010

aSSetS

non-current assets (9)

Intangible assets

Acquiredconcessions,industrialpropertyrights,similarrightsandassets,
andlicensesthereunder 4 9

Property, plant and equipment

Furniture,fixturesandotherequipment 86 83

Financial assets

Investmentsinaffiliatedcompanies (10) 738,864 738,864

Otherloans (11) 17,678 17,804

756,632 756,760

current assets

Receivables and other assets

Receivablesfromaffiliatedcompanies (12) 970,104 1,161,543

Otherassets (13) 50,250 89,936

1,020,354 1,251,479

Securities 322,827 107,031

Liquid assets 187,677 46,646

1,530,858 1,405,156

Prepaid expenses 1,008 17,820

total assets 2,288,498 2,179,736

eQUItY anD LIaBILItIeS

equity (14)

Capitalstock(conditionalcapital€42,310thousand) 83,203 83,203

Capitalreserves 806,195 806,195

Otherretainedearnings 141,420 180,605

Distributableprofit 106,151 103,735

1,136,969 1,173,738

Provisions

Provisionsforpensionsandotherpost-employmentbenefits (15) 27,554 28,852

Taxprovisions 2,008 2,008

Otherprovisions (16) 34,689 56,581

64,251 87,441

Liabilities

Liabilitiestobanks (17) 235,884 100,676

Tradepayables (18) 1,914 1,509

Payablestoaffiliatedcompanies (19) 834,465 806,450

Otherliabilities (20) 15,015 9,922

1,087,278 918,557

total equity and liabilities 2,288,498 2,179,736

Contingentliabilitiesfromguarantees (22) 1,172,006 1,233,060
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GeNeral

The Board of Management and Supervisory Board have issued a 

Declaration pursuant to Section 161 of the German Stock Corpora-

tion Act (AktG) regarding the German Corporate Governance Code. 

This declaration has been made available to the stockholders and the 

English version is permanently posted at www.lanxess.com, Investor 

Relations, Corporate Governance. 

PreseNtatioN 

The financial statements of   LANXESS AG are prepared in accordance 

with the provisions of the German Commercial Code (HGB) and the 

German Stock Corporation Act that are applicable to large stock cor-

porations. 

Where the German Accounting Law Modernization Act (BilMoG), 

which came into force on May 29, 2009, has resulted in changes in 

the presentation and/or valuation of items in the statement of finan-

cial position, the prior-year figures have not been restated. The prior-

year figures for some income statement items have been restated as 

mentioned in the notes to the respective items. First-time application 

of the German Accounting Law Modernization Act and the relevant 

transitional provisions did not result in any amounts that had to be 

recognized outside profit or loss by transferring them to or offsetting 

them against other retained earnings. The effects of the introduction 

of the German Accounting Law Modernization Act are reflected in 

the extraordinary result. 

To enhance clarity, certain items in the income statement and the state-

ment of financial position are combined and are explained in the Notes.

The income statement is drawn up using the cost-of-sales method.

Financial income and expenses whose disclosure is not covered by a 

mandatory item are reflected in other financial income or expenses.

As the primary parent company of the  LANXESS Group,  LANXESS AG 

has prepared consolidated financial statements as of December 31, 

2010 in accordance with the International Financial Reporting Stan-

dards (IFRS), as adopted by the European Union.

accouNtiNG Policies aNd ValuatioN PriNciPles 

Intangible assets that have been acquired are recognized at cost and 

amortized on a straight-line basis over their estimated useful lives. 

Self-created intangible assets are not capitalized. 

Property, plant and equipment is carried at the cost of acquisition. 

Assets subject to depletion are depreciated. Write-downs are made 

for any declines in value that go beyond the depletion reflected in 

depreciation and are expected to be permanent. Additions made 

in the reporting year are depreciated using the straight-line method. 

Low-value assets costing up to €150.00 are recognized as expense 

in the year of acquisition. Low-value assets costing between €150.00 

and €1,000.00 are combined in a collective item and depreciated 

over five years using the straight-line method. 

useful lives of intangible assets, Property, Plant and equipment

Software licenses 3 to 4 years

Computer equipment 3 to 4 years

Furniture and fixtures 4 to 10 years

Investments in affiliated companies are recognized at cost of acquisi-

tion.

Cash has been deposited in a fiduciary account to meet the obligations 

relating to the “demographic change fund” for employees defined in 

the collective bargaining agreement for the German chemical industry. 

This cash deposit is administered on behalf of  LANXESS AG by the 

fiduciary agent Deutsche Treuinvest Stiftung and is ringfenced against 

other creditors’ claims. It is recognized at fair value and offset against 

the corresponding obligations. 

Loans receivable that are interest-free or bear low rates of interest are 

carried at present value; other loans receivable are carried at nominal 

value.

Receivables and other assets are stated at nominal value, less any 

necessary write-downs. The amounts of such write-downs reflect the 

probability of default. 

Notes to the 
FiNaNcial 
statemeNts oF 
 laNXess aktieN
GesellschaFt, 
leVerkuseN
FoR FISCAL 2010
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Deferredtaxesarecalculatedfortemporarydifferencesbetweencom-

mercialaccountsandtaxaccountsasregardsthevaluationsofassets,

liabilitiesanddeferreditems.AstheprimarycompanyoftheLANXESS

Group’sfiscalentityinGermany,LANXESSAGthereforehastorecog-

nizetemporarydifferencesrelatingbothtoitsownfinancialstatements

andtothoseofcompanieswithwhichitformsafiscalentity.Inaddition

totemporarydifferences,taxlosscarryforwardsarealsoaccounted

for.Deferredtaxesarebasedontheaggregateincometaxrateforall

companiesintheLANXESSfiscalentity,whichiscurrently31.2%.

Thecombinedincometaxratecomprisescorporateincometax,trade

taxandthesolidaritysurcharge.Anyresultingtaxliabilitywouldbe

recognizedasadeferredtaxliabilityinthestatementoffinancialpo-

sition.Theoptionofcapitalizingtaxrefundsisnotutilized.In2010

therewasanetsurplusofdeferredtaxassets,whichisnotrecognized.

Provisionsforpensionsandotherpost-employmentbenefitsarecom-

putedactuariallybytheprojectedunitcreditmethodonthebasisof

biometricprobabilityusingtheHeubeck2005Gmortalitytables.Ex-

pectedfuturesalaryandpensionincreasesaretakenintoaccount.The

currentassumptionisforannualsalaryincreasesof2.625%(2009:

2.625%)andannualpensionincreasesof1.25%(2009:1.25%).

Thediscountrateusedis5.15%(2009:5.00%)forpensions,4.36%

(2009:4.25%)forearlyretirementbenefits,4.07%(2009:4.25%)

forphasedearlyretirementprograms,and5.15%(2009:4.75%)

formiscellaneouspost-employmentbenefits.Theinterestratesused

todiscountpensionandotherpost-employmentbenefitobligations

toDecember31,2010aretheaveragemarketinterestrateforthe

pastsevenyearsforanassumedresidualmaturityascalculatedand

publishedbytheGermanBundesbank.Theassumedresidualmaturity

is15yearsforpensionsandotherpost-employmentbenefits,fiveyears

forearlyretirementbenefitsandthreeyearsforphasedearlyretirement

programs.Inthepreviousyear,thediscountrateswerebasedonthe

expectedreturnonfixed-incomesecuritieswiththesamematurities.

Theotherprovisionsareestablishedtocoverallforeseeablerisksand

uncertainliabilities,basedonreasonableestimatesofthefuturesettle-

mentamountofsuchcommitments.Futurepriceandcostincreases

aretakenintoaccountiftherearesufficientobjectiveindicationsthat

theywilloccur.Provisionsdueinmorethanoneyeararediscounted

overtheirremainingtermsusingtheaveragemarketinterestratefor

thepastsevenfiscalyears.

Liabilitiesarereflectedattheirsettlementamounts.

Contingentliabilitiesarisingfromsuretiesandguaranteesinrespect

ofthird-partyliabilitiesareshownattheamountsequivalenttothe

loansorcommitmentsactuallyoutstandingtothebeneficiaryonthe

closingdate.

Incomeandexpensesareaccruedinthefiscalyear.

Foreigncurrencyreceivablesandpayables,forwardcurrencycontracts

andothercurrencyderivativesarevaluedusingthelimitedmark-

to-marketmethod.Foreigncurrencyreceivablesandpayablesare

valuedatspotrates,whilecurrencyderivativescontractsconcluded

tohedgethemarevaluedattheforwardmarketratesontheclos-

ingdate.Valuationgainsandlossesareoffsetagainstoneanother.

Provisionsforimpendinglossesareestablishedwithrespecttoany

excessoflossesovergains.Gainsareonlyrecognizediftheyrelateto

receivablesandpayablesduewithinoneyear.Foreigncurrencycash

andcashequivalentsandbalanceswithbanksaretranslatedatthe

averageexchangeratesprevailingontheclosingdate.

noteS to the Income Statement

1  Sales Sales revenues totaled €4,027 thousand (2009:

€2,539thousand)andrelatedentirely toservicesprovidedto

LANXESSDeutschlandGmbHinGermanyonthebasisofaservice

agreement(asofJuly1,2006).

2 Costofsales Thecostofsalestotaling€4,027thousand(2009:

€2,539thousand)comprisedexpensesrelatingtotheservicesprovid-

ed.Theseweremainlypersonnelandgeneraladministrationexpenses.

3 Netinterestexpense Forthefirsttime,thisitemcontainedexpenses

fortheinterestportionofpensionsandotherlong-termpersonnel-

relatedprovisions.Inthepreviousyear,expensesfortheinterestportion

ofpensionprovisionsandotherlong-termpersonnel-relatedprovisions

wererecordedunderotherfinancialexpenses.Thisexpensenowhas

tobestatedseparatelyininterestexpensetocomplywiththechanges

implementedbytheGermanAccountingLawModernizationAct(Sec-

tion277Paragraph5Sentence1oftheGermanCommercialCode).

Thisresultsinarestatementofthepreviousyear’sinterestincome/

expenseandofotherfinancialincomeandexpenses(seeNote4).

€thousand 2009 2010

other interest and similar income

fromthirdparties 9,133 3,756

fromaffiliatedcompanies 6,275 18,998

 15,408 22,754

Interest and similar expenses

tothirdparties 21,335 10,732

fortheinterestportionofprovisionsforpensions
andothernon-currentpersonnel-relatedprovisions 1,359 1,456

toaffiliatedcompanies 30,077 40,202

52,771 52,390

net interest expense (37,363) (29,636)
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4 Otherfinancialincome(expenses)–net

€thousand 2009 2010

other financial expenses

Expensesforforwardcommoditycontracts 28,991 12,157

Exchangelosses 285,436 741,318

Miscellaneousfinancialexpenses 36,088 19,885

 350,515 773,360

other financial income  

Incomefromforwardcommoditycontracts 28,991 12,157

Exchangegains 295,970 736,360

Miscellaneousfinancialincome 1,563 2,431

326,524 750,948

(23,991) (22,412)

Themiscellaneousfinancialexpensesmainlyrelatedtoearlyrepay-

mentsofloansandtoguaranteesprovidedbyaffiliatedcompanies.

Miscellaneousfinancialincomeconsistedmainlyofguaranteecom-

missionpaymentsreceivedfromaffiliatedcompanies.

5 Incometaxes Thetaxexpenseof€8,119thousandin2010

(2009:incomeof€28,972thousand)istheaggregateofthetaxex-

penseof€12,347thousandfor2010andtaxincomeof€4,228thou-

sandinrespectofpreviousyears.

Taxexpensedoesnotincludedeferredtaxes.AsofDecember31,

2010,LANXESSAGexpectedtoreceiveafuturetaxbenefitof

€27,499thousandresultingfromtemporaryaccountingdifferences,

bothinitsownfinancialstatementsandthoseofcompanieswithwhich

itformsafiscalentityfortaxpurposes.Thisamountwascalculated

onthebasisofacombinedincometaxrateof31.2%(LANXESSAG

andcompanieswithwhichithasprofitandlosstransferagreements).

Deferredtaxliabilitiesmainlyrelatetodifferencesinvaluationsofprop-

erty,plantandequipmentandequityinterestsinstockcorporations.

Adeferredtaxassetisrecognizedasaresultofthehigherpension

obligationsrecognizedinthecommercialthaninthetaxaccounts.

Otherdeferredtaxassetsrelatetoprovisionsthatarenottax-deductible,

forexample,provisionsforimpendinglossesandpre-retirementleave,

andvaluationdifferences,forexample,betweenprovisionsforphased

earlyretirementandforotheroperatingexpenses.

6 Personnelexpenses

€thousand 2009 2010

Wagesandsalaries 18,088 35,233

Socialexpensesandexpensesforpensions
andotherbenefits 2,583 1,114

ofwhichforpensions [1,970] [492]

 20,671 36,347

Theinterestportionofpersonnel-relatedprovisions,especiallyprovi-

sionsforpensions,isrecognizednotinpersonnelexpensesbutin

interestexpense.

7 Numberofemployees

Dec. 31, 
2009

average
2010

Dec. 31, 
2010

Generaladministration 125 126 127

8 Auditfees AllfeesfortheservicesofPricewaterhouseCoopers

AktiengesellschaftWirtschaftsprüfungsgesellschaftarepublishedinthe

notestotheconsolidatedfinancialstatementsoftheLANXESSGroup.

noteS to the Statement oF FInancIaL PoSItIon

9 Non-currentassets Abreakdownofnon-currentassetsandthe

changesinthemduringtheyearisshowninthestatementofchanges

innon-currentassets.

10 ShareholdingspursuanttoSection285Paragraph11ofthe

GermanCommercialCode Alistofshareholdingsisincludedasan

annextothesenotes.

11 Otherloans Theotherloansalmostentirelycomprisedthepro-rata

trustassetsofLANXESSPensionTruste.V.(LXSTrust).LANXESSAG

transferredcashamountingto€17,802thousandtoLXSTrustin

severaltranchesinpreviousyearsunderacontractualtrustarrange-

ment(CTA)tosecurepensionobligations.

ThecurrentincomeandexpensesofLXSTrustareretained.Aresult

of€126thousand(2010:negativeresultof€536thousand)was

recordedontheseassetsin2010.Thefairvalueoftheassetsof

LXSTrustexceededtheircarryingamountatyearend.

OnDecember20,2010,acashpaymentof€24thousandwasde-

positedwithDeutscheTreuinvestStiftungtomeettheobligations

relatingtothe“demographicchangefund”foremployeesestablished

bythecollectivebargainingagreementfortheGermanchemicalin-

dustry.ThepaymentcorrespondedtoitsfairvalueasofDecember31,

2010andtothefairvalueoftheobligationsunderthe“demographic

changefund”amountingto€24thousand.Thecarryingamountsof

thefiduciaryassetsandtheobligationsrecognizedunderotherprovi-

sionshavebeennetted.Noincomeorexpensesresultedfortheyear.

12 Receivablesfromaffiliatedcompanies Receivablesfromaffiliated

companiestotaling€1,161,543thousand(2009:€970,104thou-

sand)relatetoshort-termloansreceivable,includingaccruedinterest,

receivablesfromfinancialtransactionsandreceivablesunderprofit

andlosstransferagreements.Tradereceivablesof€1,686thousand

relatedtotheserviceagreementoutlinedinNote1.

Allreceivablesareduewithinoneyear.
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13 Otherassets Otherassetscomprisedthefollowing:

€thousand 2009 2010

Taxreceivables

fromsalestaxes 15,970 21,307

fromclaimsfortaxrefunds 22,947 62,167

Optionpremiumspaid 11,264 5,894

Miscellaneousassets 69 568

 50,250 89,936

Theotherassetsareallduein2011.

Alegalclaimtotaxrefundsonlyariseswhenthetaxdeclarationis

submitted.Claimswithrespecttopreviousyearsresultingfromtax

auditsarisewhentherevisedtaxdeclarationsfortherespectiveyears

aresubmitted.

14 Equity Changesinequityin2010wereasfollows:

€thousand Dec. 31, 2009 Withdrawalfrom Allocationto Dividend Netincome Dec. 31, 2010

Capitalstock 83,203 0 0 0 0 83,203

Capitalreserves 806,195 0 0 0 0 806,195

Otherretainedearnings 141,420 0 39,185 0 0 180,605

Distributableprofit 106,151 (39,185) 0 (41,601) 78,370 103,735

1,136,969 (39,185) 39,185 (41,601) 78,370 1,173,738

Thecapitalstockisdividedinto83,202,670no-parbearershares.

TheAnnualStockholders’MeetingonMay28,2010,resolvedtoutilize

thedistributableprofitfor2009,amountingto€106,151thousand,

asfollows:

•topayadividendtotaling€41,601thousand(€0.50perno-par

shareentitledtothedividend)

•tocarryforward€64,550thousandtonewaccount.

conditional capital I and II 
OnMay31,2007,theAnnualStockholders’MeetingofLANXESSAG

twiceauthorizedtheBoardofManagementtoissue,ononeormore

occasionsthroughMay31,2012,convertiblebondsand/orwar-

rantbonds,profit-participationrights,and/orincomebonds(orany

combinationoftheseinstruments),madeouttothebearerorreg-

istered,withorwithoutlimitedmaturity,uptoatotalparvalueof

€500,000,000ineithercase,andtograntthebearersorcreditors

ofsuchbondsconversionoroptionrightstono-parbearersharesof

thecompanyuptoatotalvalueof€21,155,167ofthecapitalstock.

AsstatedinSection4Paragraphs4and5ofthearticlesofassocia-

tionofLANXESSAG,thecapitalstockofLANXESSAGhasbeen

increasedconditionallyuptothesumof€21,155,167ineachcase

inconnectionwiththeseauthorizations(ConditionalCapitalIandII).

Eachconditionalcapitalincreaseservesthepurposeofgrantingno-

parbearersharestotheholdersorcreditorsofconvertibleand/or

warrantbonds,profit-participationrights,and/orincomebonds(or

anycombinationoftheseinstruments).Theonlydifferencebetween

thetwoauthorizationstoissueconvertibleand/orwarrantbonds,

profit-participationrights,and/orincomebonds(oranycombination

oftheseinstruments)inconnectionwiththecreationofconditional

capitalistheamountoftheconversionoroptionprice.Otherwise

theyareidenticalincontent.TheBoardofManagementwillutilize

justoneofthetwoauthorizations.Whenissuingtheconvertibleand/

orwarrantbonds,profit-participationrights,and/orincomebonds(or

anycombinationoftheseinstruments),theBoardofManagement
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excludethesubscriptionrightofstockholdersinthefollowingcases:

•forresidualamountsresultingfromthesubscriptionratio;

•withissuesagainstcashcontributions,iftheissuepriceisnotsignifi-

cantlylowerthanthetheoreticalmarketvalueoftheconvertibleand/or

warrantbondsormandatoryconvertiblebonds,asdeterminedusing

acceptedpricingmodels.IfbondsareissuedbyapplicationofSection

186Paragraph3Sentence4oftheGermanStockCorporationAct,

theissuedsharesmaynotexceed10%ofthecapitalstockeither

atthetimethisauthorizationtakeseffectoratthetimeitisutilized;

•iftheprofit-participationrightsorincomebondsarevestedwith

bond-likecharacteristics;

•ifbondsareissuedagainstcontributionsinkindforthepurposeof

acquiringcompanies,partsofcompanies,orequityinterestsincom-

paniesandthevalueofthecontributioninkindadequatelyreflects

thevalueofthebond;and

•totheextentnecessarytograntno-parbearersharesofthecom-

panytotheholdersofconversionorsubscriptionrightsortogrant

subscriptionrightstothecreditorsofmandatoryconvertiblebonds

inthequantitiestowhichsuchpartieswouldbeentitleduponthe

exerciseoftheconversionorsubscriptionrightsortheconversion

ofthemandatorybond.

authorized capital I and II
PursuanttoSection4Paragraph2ofLANXESSAG’sarticlesof

association,theAnnualStockholders’MeetingonMay7,2009re-

solvedtoauthorizetheBoardofManagement,withtheapprovalof

theSupervisoryBoard,toincreasethecompany’scapitalstockon

oneormoreoccasionsthroughMay6,2014byissuingnewno-par

sharesagainstcashorcontributionsinkinduptoatotalamount

of€16,640,534(AuthorizedCapitalI).Stockholdersaregenerally

entitledtosubscriptionrightswhenAuthorizedCapitalisutilized.

WiththeapprovaloftheSupervisoryBoard,subscriptionrightscan

beexcludedforresidualamountsandinordertograntholdersof

warrantsorconvertiblebondsissuedbythecompanyanditsaffiliates

subscriptionrightstothenumberofnewsharesforwhichsuchpar-

tieswouldbeentitledtosubscribeuponexerciseoftheirconversion

oroptionrights.Moreover,subscriptionrightscanbeexcludedwith

theapprovaloftheSupervisoryBoardwhenthecompany’scapital

stockisincreasedagainstcontributionsinkind,particularlyforthe

acquisitionofcompanies.Subscriptionrightscanalsobeexcluded

withtheapprovaloftheSupervisoryBoardinordertograntholdersof

convertibleand/orwarrantbondsissuedbythecompanyoritsaffiliates

newsharesuponexerciseoftheirrights.Finally,subscriptionrights

canalsobeexcludedwiththeapprovaloftheSupervisoryBoardifthe

issuepriceofthenewsharesisnotsignificantlylowerthanthestock

marketpriceatthetimetheissuepriceisfixedandtheissuedshares

donotexceed10%ofthecompany’scapitalstock.Additionaldetails

areprovidedinSection4Paragraph2ofthearticlesofassociation.

Inaddition,pursuanttoSection4Paragraph3ofLANXESSAG’s

articlesofassociation,theAnnualStockholders’MeetingonMay28,

2010resolvedtoauthorizetheBoardofManagement,withthe

approvaloftheSupervisoryBoard,toincreasethecompany’scapital

stockononeormoreoccasionsthroughMay27,2015byissuing

newno-parsharesagainstcashorcontributionsinkinduptoatotal

amountof€16,640,534(AuthorizedCapitalII).Stockholdersare

generallyentitledtosubscriptionrightswhenAuthorizedCapitalis

utilized.WiththeapprovaloftheSupervisoryBoard,subscriptionrights

canbeexcludedforresidualamountsandinordertograntholdersof

warrantsorconvertiblebondsissuedbythecompanyanditsaffiliates

subscriptionrightstothenumberofnewsharesforwhichsuchpar-

tieswouldbeentitledtosubscribeuponexerciseoftheirconversion

oroptionrights.Moreover,subscriptionrightscanbeexcludedwith

theapprovaloftheSupervisoryBoardwhenthecompany’scapital

stockisincreasedagainstcontributionsinkind,particularlyforthe

acquisitionofcompanies.Subscriptionrightscanalsobeexcluded

withtheapprovaloftheSupervisoryBoardinordertograntholdersof

convertibleand/orwarrantbondsissuedbythecompanyoritsaffiliates

newsharesuponexerciseoftheirrights.Finally,subscriptionrights

canalsobeexcludedwiththeapprovaloftheSupervisoryBoardifthe

issuepriceofthenewsharesisnotsignificantlylowerthanthestock

marketpriceatthetimetheissuepriceisfixedandtheissuedshares

donotexceed10%ofthecompany’scapitalstock.Additionaldetails

areprovidedinSection4Paragraph3ofthearticlesofassociation.

15 Provisionsforpensionsandotherpost-employmentbenefits Pen-

sionprovisionsrelatetopensionobligationsforpresentandformer

employeesandcommitmentsunderearlyretirementprograms.

16 Otherprovisions Theotherprovisionsareestablishedforvacation

andovertimecredits,thephasedearlyretirementprogram,long-service

anniversaries,bonuses,performance-relatedremunerationplans(LTIP,

LTPB)foremployeesandotheruncertainliabilities.Otheruncertain

liabilitiesmainlycomprisedtheexpectedcostoftheAnnualStock-

holders’Meetingforfiscal2010andboththeperformance-related

andfixedcomponentsoftheremunerationoftheSupervisoryBoard.

Thelong-term,performance-basedcomponentsofthecompensation

systemaretheLongTermIncentiveProgram(LTIP)andtheLongTerm

PerformanceBonus(LTPB).

TheLTIPcomprisesthreeannualtranchesfortheyears2005through

2007and2008through2010,andfourannualtranchesforthe

years2010to2013.
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TheLTIPfortheyears2005to2007comprisedtheStockPerformance

Plan(SP)andtheEconomicValuePlan(EVP).Paymentshavebeen

madeunderthe2005through2007tranchesoftheLTIPsince2008.

TheSPislinkedtotheperformanceofLANXESSstockagainstarefer-

enceindex,theDowJonesSTOXX600ChemicalsSM,andprovides

foracashpayment.Thefairvalueofthecommitmentsunderthisplan

wascalculatedusingaMonteCarlosimulation.Thissimulatesthe

futurereturnsonthestockandthereferenceindexanddetermines

thevalueoftherightsonthebasisoftheexpectedpayment.Atwo-

dimensionalnormaldistributionofreturnsisassumed.Theexpected

volatilityisbasedonthehistoricalvolatilityofLANXESSstockandthe

DowJonesSTOXX600ChemicalsSMindex.

TheEVPisanincentiveorientedtowardanincreaseintheeconomic

valueofLANXESS.Thereferencebasefortheremainingtrancheis

thebusinessplanfor2005through2007.

TherequirementforparticipationintheLTIPin2005through2007

wasapriorpersonalinvestmentinLANXESSAGshares,whichwere

subjecttoalock-upperiodendingonJanuary31,2010.

TheLTIPfortheyears2008through2010comprisesavirtualStock

PerformancePlanonly.ParticipationintheLTIPiscontingentupon

apersonalinvestmentinLANXESSAGshares,whichmustbeheld

untilJanuary31,2013.Eachtrancherunsforatotalofsixyears,

comprisingathree-yearlock-upperiodandathree-yearexerciseperiod.

TheLTIPfortheyears2010through2013isalsocomprisedexclu-

sivelyofavirtualStockPerformancePlan.ParticipationintheLTIP

iscontingentuponapersonalinvestmentinLANXESSAGshares,

whichmustbehelduntilJanuary31,2017.Eachtrancherunsfor

atotalofsevenyears,comprisingafour-yearlock-upperiodanda

three-yearexerciseperiod.

TheLTPBrewardsthefinancialdevelopmentoftheGroupbasedon

businessperformanceintwoconsecutiveyears.Thebonuspayment

isapercentageofbasesalary.Thefirstpaymentscouldbemadein

spring2012basedonthecompany’sperformanceinfiscal2010

and2011.

17  Liabilities to banks Of the liabilities to banks totaling

€100,676thousand(2009:€235,884thousand),€20,676thou-

sandareduewithinoneyear.Liabilitiesof€30,000havematurities

ofmorethanfiveyears.

18 Tradepayables Alltradepayablesaretothirdpartiesandare

duewithinoneyear.

19 Payablestoaffiliatedcompanies Payablestoaffiliatedcompanies

amountingto€806,450thousand(2009:€834,465thousand)

mainlycompriseloans,includingaccruedinterest,andliabilitiesrelat-

ingtofinancialtransactions.

Ofthesepayables,anamountof€311,170thousandisduewithin

oneyear.

20 Otherliabilities

€thousand 2009 2010

Optionpremiumsreceived 11,264 5,894

Taxliabilities 398 476

Liabilitiesforsocialexpenses 310 891

Miscellaneousliabilities 3,043 2,661

15,015 9,922

Amountduewithinoneyear 15,015 9,922

21 Furtherinformationonliabilities Theresidualmaturitiesofliabilities

areasfollows:

Liabilities by maturity

€thousand Dec. 31, 2009 Dec. 31, 2010 

Upto1year Morethan1
andupto
5years

Morethan
5years

Upto1year Morethan1
andupto
5years

Morethan
5years

Liabilitiestobanks 5,884 180,000 50,000 20,676 50,000 30,000

Tradepayables 1,914 0 0 1,509 0 0

Payablestoaffiliatedcompanies 339,185 495,280 0 311,170 495,280 0

Otherliabilities 15,015 0 0 9,922 0 0

 361,998 675,280 50,000 343,277 545,280 30,000
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22 Contingentliabilities Underthemasteragreementthatwascon-

cludedbetweenBayerAGandLANXESSAGtogetherwiththeSpin-Off

andTakeoverAgreement,BayerAGandLANXESSAGagreed,among

otherthings,oncommitmentsregardingmutualindemnificationfor

liabilitiesinlinewiththerespectiveassetallocationandonspecialar-

rangementsallocatingresponsibilitytodealwithclaimsintheareasof

productliability,environmentalcontaminationandantitrustviolations.

Themasteragreementalsocontainsarrangementsfortheallocation

oftaxeffectsrelatingtothespin-offandtotheprecedingmeasures

tocreatethesubgroupthatwassubsequentlyspunoff.

ThestatutoryjointandseveralliabilityofLANXESSforresidualliabili-

tiesoftheBayerGroupwaslimitedtofiveyearsandendedin2009.

LANXESSAGhasgiventhefollowingguaranteesonbehalfofsub-

sidiaries:

€thousand 2009 2010

tobanks 55,394 116,240

tosuppliers 15,007 15,215

toholdersofthebondsissuedby
LANXESSFinanceB.V. 1,101,605 1,101,605

1,172,006 1,233,060

Basedontheinformationavailabletous,thecompaniesconcerned

shouldbeabletofulfilltheunderlyingobligationsinallcases,andthe

guaranteesarenotexpectedtobeutilized.

otheR manDatoRY DIScLoSUReS 

23 Notificationofinterestsheldinthecompany(Section160Para-

graph1No.8oftheGermanStockCorporationAct) Notificationsof

interestsheldinLANXESSAGpursuanttoSection160Paragraph1

No.8oftheGermanStockCorporationAct(AktG)aresetoutinan

annextothesenotes.

24 Derivativefinancialinstruments Inthecourseoftheirbusiness,

LANXESSAGandcompaniesintheLANXESSGroupareexposed

torisksofchangesinexchangeratesandmarketprices.Derivative

financialinstrumentsareusedinsomecasestohedgeagainstthese

risks.Thesecompriseover-the-counter(OTC)instrumentsthatarenot

tradedonanexchange.Theyinclude,inparticular,forwardexchange

contracts,currencyoptionsandforwardcommoditycontracts.

Theuseofsuchinstrumentsisgovernedbyuniformguidelinesandis

subjecttostringentinternalcontrols.Itisconfinedtohedgingofthe

Group’soperatingbusinessandtherelatedinvestmentsandfinanc-

ingtransactions.Inthecommoditiesarea,LANXESSAGconcludes

derivativescontractswithexternalcounterpartiestohedgethemarket

pricesofrawmaterialsandenergyrequiredbyGroupcompaniesfor

theiroperatingbusiness.

Thepurposeofusingderivativefinancialinstrumentsistoreduce

fluctuationsinearningsandcashflowscausedbychangesinexchange

ratesandmarketprices.

Thereisariskthatthevalueoffinancialderivativesmaychangeas

aresultoffluctuationsinunderlyingparameterssuchasexchange

rates.Wherederivativesareusedforhedgingpurposes,thepossibility

ofalossofvalueduetoadropinpricesisoffsetbycorresponding

increasesinthevaluesofthehedgedcontracts.

Inthecaseofderivativeswithapositivefairvalue,acreditordefault

riskarisesifcounterpartiescannotmeettheirsettlementobligations.

Tominimizethisrisk,creditlimitsareassignedtoindividualbanks,and

frameworkagreementsareusedthatallowoffsettingofthefairvalueof

openderivativepositionsintheeventofinsolvencyofacounterparty.

Thenotionalvalueoffinancialderivativecontractsconcludedwith

externalcounterpartieswas€1,720millionasofDecember31,2010

(2009:€1,512million).Back-to-backderivativecontractswithano-

tionalvalueof€1,672million(2009:€1.461million)wereconcluded

withGroupcompanies.Thetotalnotionalamountofderivativeswas

€3,392million(2009:€2,973million).Thisfigurealsoincludes

valuationunits.
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Thederivativeinstrumentscomprisedthefollowing:

€thousand notional value Fair value carrying amount

Dec. 31, 
2009

Dec. 31, 
2010

Dec. 31, 
2009

Dec. 31, 
2010

Dec. 31, 
2009

Dec. 31, 
2010

Forwardexchangecontracts

positivefairvalues 1,120,810 1,529,339 46,060 34,635 0 0

negativefairvalues 1,170,326 1,517,864 47,748 34,576 0 0

2,291,136 3,047,203 (1,688) 59 0 0

Currencyoptions

positivefairvalues 294,029 152,817 14,586 10,980 11,264 5,894

negativefairvalues 294,029 152,817 14,586 10,980 11,264 5,894

588,058 305,634 0 0 0 0

Forwardcommoditycontracts  

positivefairvalues 46,735 19,371 11,062 4,066 0 0

negativefairvalues 46,735 19,371 11,062 4,066 0 0

93,470 38,742 0 0 0 0

2,972,664 3,391,579 (1,688) 59 0 0

Financial derivatives used to hedge currency risks  
LANXESSAGusedforwardexchangecontractsandcurrencyoptions

tohedgeexchangeraterisks.

Hedgingisundertakenforhighlyprobableforecasttransactionsby

Groupcompaniesinforeigncurrencies.

Forwardexchangecontractsandcurrencyoptionswithanotionalvalue

of€865.0million(2009:€686.5million)andanegativefairvalueof

€14.3million(2009:positivefairvalueof€25.1million)werecon-

cludedwithexternalcounterpartiestohedgehighlyprobableforecast

transactionsbyGroupcompaniesinforeigncurrencies.Thesewere

matchedbytransactionswithGroupcompanieswithanotionalvalue

of€865.0million(2009:€686.5million)andapositivefairvalueof

€14.3million(2009:negativefairvalueof€25.1million).Changes

inthevalueofthecorrespondingexternalandinternaltransactions

moveinoppositedirectionsandwilloffseteachotherby2013.These

transactionsweregroupedinvaluationportfoliosandnotrecognized

inthestatementoffinancialposition.

Tohedgecurrencyrisksrelatingtoreceivablesandpayablesof

LANXESSAGandGroupcompanies(exposureinthestatementoffi-

nancialposition),LANXESSAGconcludedforwardexchangecontracts

withexternalcounterpartieswithanotionalvalueof€835.5million

(2009:€778.9million);thesehadanegativefairvalueof€4.2million

(2009:negativefairvalueof€14.7million).Someofthesetransac-

tionswerepassedthroughtoGroupcompanies.Thenotionalvalue

ofcontractswiththeseinternalcounterpartieswas€787.3million

(2009:€727.3million),andtheirfairvaluewas€4.2million(2009:

€13.0million).Whereforwardexchangecontractsconcludedto

hedgeforeigncurrencyreceivablesandpayablesofGroupcompanies

werepassedthroughtothecompaniesconcernedbywayofinternal

contracts,theyweregroupedinvaluationportfoliostogetherwiththe

opposingtransactions.Attheclosingdate,valuationportfolioscompris-

ingexternalandinternaltransactionshadnetnegativeandpositive

fairvalues,respectively,of€4.2million.Themajorityofthemmature

in2011andtheremainderin2015atthelatest.Thesetransactions

werenotreflectedinthestatementoffinancialposition.

Thefairvalueofforwardexchangecontractsthatwereusedtohedge

foreigncurrencyexposureinthestatementsoffinancialpositionof

Groupcompaniesandwerenotmatchedbyinternaltransactions

was+€0.1million(2009:+€0.1million).Thispositivefairvalueis

notrecognized.

Furthervaluationunits(microhedges)comprisedforeigncurrency

loansfromGroupcompaniestoLANXESSAGorviceversaforwhich

forwardexchangecontractshadbeenconcludedonaback-to-back

basis.ThehedgedloansgrantedtoGroupcompanieshadatotalcarry-

ingamountof€14.0millionatyearend,whilethecarryingamountof

loanstoLANXESSAGwas€32.0million.Therewasnonetcurrency

risk.Theexternalforwardexchangecontractsdidnothaveanetfair

value,areallduein2011andwerenotrecognizedinthestatement

offinancialposition.

Financial derivatives used to hedge price risks  
Forwardcommoditycontractsconcludedwithexternalcounterparties

andhavingmaturitiesofonetotwoyearswerepassedthroughto

Groupcompaniesonaback-to-backbasis.Theresultsofthetransac-

tionsclosedoutbyyearendwereinbalance.Valuationportfolioswere

establishedforopentransactions,givinganetzeroresult.

Valuation methods  
Thefairvaluesoffinancialderivativesaredeterminedusingcustomary

valuationmethods,takingintoaccountthemarketdata(marketvalue)

ontheclosingdate.Thefollowingprincipleswereused:

•thefairvaluesofforwardexchangecontractswerederivedfrom

theirtradingorlistedpricesusingthe“forwardmethod.”Currency

optionswerevaluedusinganassetpricingmodelbasedonthe

Black&Scholesmodel.

•thefairvaluesofforwardcommoditycontractswerealsoderivedfrom

theirtradingorlistedpricesbythe“forwardmethod”.

Tomeasuretheeffectivenessofhedgerelationships,eitherthedollar-

offsetmethodorregressionanalysisisused,dependingonthetype

ofhedge.
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25 TotalcompensationoftheBoardofManagementandSupervisory

Board(pursuanttoSection285No.9aoftheGermanCommercial

Code) Infiscal2010,annualcompensationtotaling€6,588thou-

sand(2009:€3,592thousand)wasexpensedforthemembersof

theBoardofManagementofLANXESSAG.Thiscomprisedfixed

salariesof€2,578thousand(2009:€2,250thousand)andvariable

compensationof€4,010thousand(2009:€1,342thousand).Actual

paymentsin2011maydifferfromthisamount,whichwascalculated

inadvance.Inadditiontotheexpenseof€1,342thousandreported

intheannualfinancialstatementsfor2009,furthercompensationof

€164thousandwasdisbursedin2010for2009.

Further,themembersoftheBoardofManagementreceivedpayments

underthemulti-yearcompensationarrangementsprovidedbythe

LongTermIncentiveProgram(LTIP).3,999,000share-basedcom-

pensationrightsweregrantedin2010(2009:2,203,750).Thefair

valueoftheserightsatthegrantdatewas€3,210thousand(2009:

€1,147thousand).Theyalsoreceivedcompensationof€619thou-

sand(2009:€372thousand)underthenon-share-basedEconomic

ValuePlan.Entitlementsof€784thousandwereearnedin2010

undertheLongTermPerformanceBonus,afurtherelementofthe

multi-yearcompensationprogram.

Inaddition,expensesof€91thousand(2009:€1,792thousand)were

incurredtoprovideretirementpensionsfortheBoardofManagement.

ThepresentvalueofthebenefitobligationasofDecember31,2010

was€11,392thousand(2009:€11,301thousand).

DetailsofthecompensationsystemformembersoftheBoardof

Managementandanindividualbreakdownoftheamountspaidare

givenintheCompensationReportsectionoftheManagementReport

forfiscal2010.

Remuneration of the Supervisory Board

€thousand 2009 2010

Fixedcompensation 740 647

Remunerationforcommitteemembership 170 141

Attendanceallowance 181 192

Long-termcompensation 0 2,400

1,091 3,380

Inadditiontotheshort-termcompensationpayableforfiscal2010

(fixedcompensation,remunerationforcommitteemembership,atten-

danceallowance),claimstolong-termcompensationexistasfollows:

The2006AnnualStockholders’MeetingamendedSection12ofthe

articlesofassociationtointroducealong-termincentivebasedonthe

standardtermofanindividual’smembershipoftheSupervisoryBoard

(fiveyears).Unlikethefixedcompensationcomponent,thisvariable

compensationcomponentisnotpaideveryyear,butonlyonceatthe

endofthestandardfive-yeartermofoffice.IfaSupervisoryBoard

memberservesashorterterm,theamountisprorated.

Whetherthevariablecompensationispaidornotdependsonhow

LANXESS’sstockpriceperformscomparedwiththeDowJones

STOXX600ChemicalsSMbenchmarkindexduringamember’sfive-year

term.TheaveragepriceofLANXESSstockandtheaveragelevelof

theindexduringthe90tradingdayspriortotheAnnualStockholders’

MeetingatwhichtheSupervisoryBoardmemberswereelectedare

eachcomparedwiththerespectiveaverageforthe90tradingdays

priortotheAnnualStockholders’Meetingattheconclusionofwhich

themembers’termsend.Thevariablecompensationisonlypayable

ifthestockhasoutperformedthebenchmarkindex.Theexactamount

ofthevariablecompensationdependsontheextenttowhichthe

stockpriceoutperformedthebenchmarkindexintheprecedingfive

years.IfLANXESSstockhasoutperformedbyupto10percentage

points,thevariablecompensationamountsto€50thousand,ifithas

outperformedtheindexbybetween10and20percentagepoints,

€100thousandispaid,andifthedegreeofoutperformanceisgreater

thanthis,thevariablecompensationis€150thousand.

Thisvariablecompensationispaidattheendoftheregulartermof

therespectiveSupervisoryBoardmember.Thefirsttermofofficeof

membersoftheSupervisoryBoardendedinMay2010.Theindi-

vidualmembersoftheSupervisoryBoardreceivedremunerationof

€150thousandeach,resultinginpaymentstotaling€2,400thousand.

Thetotalexpectedclaimstovariablecompensationforthenewtermof

officefromMay2010untilMay2015wasvaluedat€1,500thousand

asofDecember31,2010(2009:€1,549thousand)andrecognized

asaprovision.

DetailsoftheremunerationsystemformembersoftheSupervisory

Boardandanindividualbreakdownoftheamountspaidarecontained

inthecorporategovernancereportinthesectionheadedCompensa-

tionSystemoftheSupervisoryBoard.

26 TotalremunerationofformermemberstheBoardofManagement

andSupervisoryBoard(pursuanttoSection285No.9bHGB) Pay-

mentsof€441thousand(2009:€276thousand)weremadeto

formermembersoftheBoardofManagementin2010.Inaddition

€147thousand(2009:€95thousand)wasrecognizedascurrent

pensionexpense.

Provisionsof€6,977thousandwererecognizedasofDecember31,

2010(2009:€6,830thousand)forongoingpensionsandpension

entitlementsofformermembersoftheBoardofManagement.

27 LoansandadvancesgrantedtomembersoftheBoardofMan-

agementandSupervisoryBoard(pursuanttoSection285No.9c

HGB) TherewerenoloansoradvancestomembersoftheBoardof

ManagementortheSupervisoryBoardasofDecember31,2010,

norhadanyotherfinancialcommitmentsbeenenteredintoforthese

individuals.
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28 CorporateOfficers

Supervisory Board
MembersoftheSupervisoryBoardholdorheldofficesasmembers

ofthesupervisoryboardoracomparablesupervisingbodyofthecor-

porationslistedinadditiontotheofficesheldonsupervisoryorsimilar

boardsofsubsidiariesofcompaniesinwhichtheyholdcorporateoffice

(asofDecember31,2010orthedateonwhichtheyceasedtobe

membersoftheSupervisoryBoardofLANXESSAG).

Thefollowingrepresentativesofthecompany’sstockholdersaremem-

bersoftheSupervisoryBoard:

Dr. Rolf Stomberg (chairman)

•FormerChiefExecutiveoftheShipping,RefiningandMarketingDivision
ofTheBritishPetroleumCo.p.l.c.,London,U.K.
•FormermemberoftheBoardofDirectorsofTheBritishPetroleumCo.p.l.c.,
London,U.K.

Furtheroffices:
•ChairmanoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
•MemberoftheSupervisoryBoardofBiesterfeldAG,Hamburg*
•MemberoftheBoardofDirectorsofSmith&Nephewplc,London,U.K.
•MemberoftheBoardofDirectorsofJSCSeverstal,Russia
•ViceChairmanoftheAdvisoryBoardofHOYERGmbH,Hamburg
•MemberoftheAdvisoryBoardofKEMNABauAndreaeGmbH+Co.KG,
Pinneberg

Dr. Friedrich Janssen

FormermemberoftheBoardofManagementofE.ONRuhrgasAG,Essen

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
•MemberoftheSupervisoryBoardofNational-BankAG,Essen*
•MemberoftheSupervisoryBoardofE.ONAvaconAG,Helmstedt*
•MemberoftheSupervisoryBoardofE.ONEnergyTradingSE,Düsseldorf*
•MemberoftheSupervisoryBoardofE.ONHanseAG,Quickborn*
•MemberoftheSupervisoryBoardofE.ONRuhrgasAG,Essen*
•MemberoftheSupervisoryBoardofStadtwerkeGöttingenAG,Göttingen*
•MemberoftheAdvisoryBoardofHDI-GerlingSachServiceholdingAG,Hanover
•MemberoftheSupervisoryBoardofThügaAssekuranzServicesMünchen
VersicherungsmaklerGmbH,Munich

Dr. Jürgen F. kammer (until may 28, 2010)

•FormerChairmanoftheManagingBoardofSüd-ChemieAG,Munich
•FormerChairmanoftheSupervisoryBoardofSüd-ChemieAG,Munich

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
(untilMay28,2010)
•MemberoftheSupervisoryBoardofVilleroy&BochAG,Mettlach*
•MemberoftheAdministrativeBoardofWittelsbacherAusgleichsfonds,Munich

Robert J. koehler

ChairmanoftheBoardofManagementofSGLCarbonSE,Wiesbaden

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
•ChairmanoftheSupervisoryBoardofBentelerInternationalAG,Paderborn*
•MemberoftheSupervisoryBoardofKlöckner&Co.SE,Duisburg*
•MemberoftheSupervisoryBoardofHeidelbergerDruckmaschinenAG,
Heidelberg*
•MemberoftheSupervisoryBoardofDemagCranesAG,Wetter/Ruhr*
•FurtherofficesincompaniesaffiliatedwithSGLCarbonSE,Wiesbaden

Rainer Laufs

•Self-employedconsultant
•FormerChairmanoftheManagementBoardofDeutscheShellAG,Hamburg

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
•ChairmanoftheSupervisoryBoardofWCMBeteiligungs-undGrundbesitzAG,
FrankfurtamMain*
•ChairmanoftheSupervisoryBoardofPetrotecAG,Düsseldorf*
•MemberoftheSupervisoryBoardofAVANCOSTECHNICASSERVICESGmbH,
Hamburg
•ChairmanoftheSupervisoryBoardofBorsodChemZrt,Kazincbarcika,Hungary

Lutz Lingnau (until may 28, 2010)

•Self-employedconsultant
•FormermemberoftheBoardofManagementofScheringAG,Berlin

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
(untilMay28,2010)
•MemberoftheBoardofDirectorsofNektarTherapeutics,SanCarlos,UnitedStates

Dr. Ulrich middelmann

FormerViceChairmanoftheExecutiveBoardofThyssenKruppAG,
Duisburg/Essen

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
•MemberoftheSupervisoryBoardofDeutscheTelekomAG,Bonn*
•MemberoftheSupervisoryBoardofCommerzbankAG,FrankfurtamMain*
•MemberoftheSupervisoryBoardofThyssenKruppSteelEuropeAG,Duisburg*
•MemberoftheSupervisoryBoardofThyssenKruppMaterialsInternationalGmbH,
Essen*
•ChairmanoftheAdvisoryBoardofHoberg&DrieschGmbH,Düsseldorf

*Statutorysupervisoryboards
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Dr. Sieghardt Rometsch (until may 28, 2010)

•ChairmanoftheSupervisoryBoardofHSBCTrinkaus&BurkhardtAG,Düsseldorf
•FormerspokesmanforthegeneralpartnersofHSBCTrinkaus&BurkhardtKGaA,
Düsseldorf

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
(untilMay28,2010)
•ChairmanoftheSupervisoryBoardofHSBCTrinkaus&BurkhardtAG,Düsseldorf*
•MemberoftheBoardofHSBCPrivateBankingHoldings(Suisse)SA,Geneva,
Switzerland
•ChairmanoftheSupervisoryBoardoftheDüsseldorfUniversityHospital
•ChairmanoftheAdvisoryBoardofManagementPartnerGmbH,
businessconsultants,Stuttgart

theo h. Walthie (effective may 28, 2010)

Self-employedconsultant

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*

Thefollowingrepresentativesofthecompany’semployeesaremem-

bersoftheSupervisoryBoard:

Ulrich Freese (Vice chairman)

ViceChairmanoftheGermanMine,ChemicalandPowerWorkers’Union,Hanover

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
•ViceChairmanoftheSupervisoryBoardofVattenfallEuropeMiningAG,Cottbus*
•ViceChairmanoftheSupervisoryBoardofVattenfallEuropeGenerationAG,
Cottbus*
•ViceChairmanoftheSupervisoryBoardof50HertzTransmissionGmbH,Berlin*
•MemberoftheSupervisoryBoardofVattenfallEuropaAG,Berlin*
•ViceChairmanoftheSupervisoryBoardofDMTGmbH,Essen*
•ViceChairmanoftheAdvisoryBoardofEvonikWohnenGmbH,Essen
•ViceChairmanoftheAdvisoryBoardofEvonikImmobilienGmbH,Essen
•ViceChairmanoftheSupervisoryBoardofGSB–GesellschaftzurSicherungvon
BergmannswohnungenmbH,Essen
•ViceChairmanoftheSupervisoryBoardofGSGWohnungsbauBraunkohleGmbH,
Cologne

Gisela Seidel

ChairwomanoftheLANXESSWorksCouncilinDormagen

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*

Wolfgang Blossey

DistrictSecretaryoftheGermanMine,ChemicalandPowerWorkers’Union,Hanover

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
•MemberoftheSupervisoryBoardofINEOSDeutschlandGmbH,Cologne*
•MemberoftheSupervisoryBoardofINEOSKölnGmbH,Cologne*

axel Berndt (effective may 28, 2010)

MemberoftheLANXESSWorksCouncilinLeverkusen

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
•MemberoftheSupervisoryBoardofAlisecaGmbH,Leverkusen*

Werner czaplik (until may 28, 2010)

•ChairmanoftheLANXESSCentralWorksCouncil
•ViceChairmanoftheLANXESSGroupWorksCouncil
andViceChairmanoftheLANXESSWorksCouncilinLeverkusen
•ChairmanoftheLANXESSEuropeanForum

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
(untilMay28,2010)

Ralf Deitz (until may 28, 2010)

MemberoftheLANXESSWorksCouncilinLeverkusen

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
(untilMay28,2010)
•MemberoftheSupervisoryBoardofSaltigoGmbH,Langenfeld*

Dr. Rudolf Fauss

•HeadofCentralFunctionsintheHumanResourcesGroupFunction
•ChairmanoftheLANXESSAGGroupManagerialEmployees’Committee
•ChairmanoftheLANXESSManagerialEmployees’Committee

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*

Rainer hippler (until may 28, 2010)

•ChairmanoftheLANXESSGroupWorksCouncil
•ChairmanoftheWorksCouncilofRheinChemieRheinauGmbH

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*
(untilMay28,2010)
•MemberoftheSupervisoryBoardofRheinChemieRheinauGmbH,Mannheim*

hans-Jürgen Schicker

ChairmanoftheLANXESSWorksCouncilinUerdingen

Furtheroffices:
•MemberoftheSupervisoryBoardofLANXESSDeutschlandGmbH,Leverkusen*

*Statutorysupervisoryboards
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€thousand Gross carrying amounts amortization/deprecia-
tion and write-downs

carrying amounts

Jan.1,
2010

Additions Disposals Dec.31,
2010

Accumu-
lated

Dec.31,
2010

2010 Dec.31,
2010

Dec.31,
2009

Intangible assets

Softwarelicenses 42 8 0 50 41 3 9 4

42 8 0 50 41 3 9 4

Property, plant and equipment

Furniture,fixturesandotherequipment 132 16 0 148 65 19 83 86

132  16  0  148  65  19  83 86

Financial assets

Investmentsinaffiliatedcompanies 738,864 0 0 738,864 0 0 738,864 738,864

Otherloans 18,387 127 1 18,513 709 0 17,804 17,678

757,251  127  1  757,377  709  0  756,668  756,542  

total non-current assets 757,425 151 1 757,575 815 22 756,760  756,632  

Board of management
Themembersofthecompany’sBoardofManagementarelistedbelow:

member of 
the Board of 
management

external offices offices within the  LanXeSS Group

Dr. axel c. 
heitmann
Chairmanof
theBoardof
Management

•MemberofthePresidiumoftheGermanChemicalIndustry
Association(VCI)
•MemberoftheAsia-PacificCommitteeofGermanBusiness(APA)
•MemberoftheBoardofTrusteesofKonventfürDeutschlande.V.
•MemberoftheBoardofTrusteesoftheNorthRhine-Westphaliachapter
ofStifterverbandfürdieDeutscheWissenschaft
•MemberoftheAdvisoryBoardofGoethe-Institute.V.
•MemberoftheAssociationofFriendsofPhilharmonieKölnMusike.V.

•ChairmanoftheExecutiveBoardofLANXESSDeutschlandGmbH
•ChairmanoftheBoardofDirectorsofLANXESSChemical(Shanghai)Co.Ltd.

Dr. Werner 
Breuers
Boardof
Management
member

•MemberoftheSupervisoryBoardofCurrenta
Geschäftsführungs-GmbH
•MemberoftheBoardofTrusteesoftheVCI’sChemicalIndustryFund
•MemberoftheBoardofTrusteesoftheDWIofRWTHAachenUniversity
•MemberoftheGermanCommitteeon
EasternEuropeanEconomicRelations
•MemberoftheAdvisoryBoardoftheAssociationforChemistry
&Economics(VCW)

•MemberoftheExecutiveBoardofLANXESSDeutschlandGmbH
•ChairmanoftheSupervisoryBoardofSaltigoGmbH
•ChairmanoftheSupervisoryBoardofAlisecaGmbH
•ChairmanoftheBoardofDirectorsofLANXESSK.K.
•ChairmanoftheBoardofDirectorsofLANXESSInternationalS.A.
•ChairmanoftheBoardofDirectorsofLANXESSButylPte.Ltd.

Dr. Rainier  
van Roessel
Boardof
Management
member,
Industrial
Relations
Director

•MemberoftheBoardoftheVCIRegionalAssociation
inNorthRhine-Westphalia
•MemberoftheVCITradePolicyCommittee
•Memberofthe1bExperience-ExchangeGroupofthe
GermanAssociationforPersonnelManagement(DGFP)

•MemberoftheExecutiveBoardofLANXESSDeutschlandGmbH
•ChairmanoftheBoardofDirectorsofLANXESSS.A.deC.V.
•ExecutivememberoftheBoardofAdministrationofLANXESSN.V.
•ChairmanoftheSupervisoryBoardofRheinChemieRheinauGmbH
•ChairmanoftheBoardofDirectorsofLANXESSHongKongLtd.
•ChairmanoftheBoardofDirectorsofHoldingHispaniaS.L.
•ChairmanoftheBoardofDirectorsofLANXESSChemicalsS.L.
•ChairmanoftheBoardofDirectorsofLANXESSCorp.
•ChairmanoftheBoardofDirectorsofLANXESSPte.Ltd.
•ChairmanoftheGoverningBoardofLANXESSSrl.
•MemberoftheBoardofDirectorsofLANXESSChemical(Shanghai)Co.
Ltd.
•ChairmanoftheBoardofDirectorsofLANXESSIndiaPrivateLtd.

matthias 
Zachert
Boardof
Management
member,Chief
FinancialOfficer

•MemberoftheBoardofDirectorsofDeutschesAktieninstitut(DAI)
•MemberoftheAdvisoryBoardofInstitutfürUnternehmensplanung(IUP)
•MemberofGesellschaftfürFinanzwirtschaftinder
Unternehmensführunge.V.(GEFIU)

•MemberoftheExecutiveBoardofLANXESSDeutschlandGmbH
•MemberoftheBoardofDirectorsofLANXESSCorp.

chanGeS In non-cURRent aSSetS
LANXESSAG
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notified by Date of 
change

threshold Voting rights attributable voting rights

% % absolute

J.P.Morgancompanies

J.P.MorganAssetManagement(U.K.)
Limited,London,U.K.1)

Nov.8,2010 5.00 4.88 4,061,612 J.P.MorganAssetManagement(U.K.)Limited,London,
U.K.(pursuanttoSection22Paragraph1Sentence1
No.6inconjunctionwithParagraph2GermanSecuri-
tiesTradingAct,WpHG)

J.P.MorganInvestmentManagementInc,
NewYork,U.S.A.1)

Nov.8,2010 5.00 4.88 4,061,612 J.P.MorganInvestmentManagementInc,NewYork,
U.S.A.(pursuanttoSection22Paragraph1Sentence1
No.6inconjunctionwithParagraph2GermanSecuri-
tiesTradingAct,WpHG)

J.P.MorganAssetManagement(Taiwan)
Limited,Taipei,Taiwan1)

Nov.8,2010 5.00 4.88 4,061,612 J.P.MorganAssetManagement(Taiwan)Limited,
Taipei,Taiwan(pursuanttoSection22Paragraph1
Sentence1No.6inconjunctionwithParagraph2
GermanSecuritiesTradingAct,WpHG)

J.P.MorganChaseBank,NationalAssociation,
Columbus,U.S.A.1)

Nov.8,2010 5.00 4.88 4,061,612 J.P.MorganChaseBank,NationalAssociation,
Columbus,U.S.A.(pursuanttoSection22Paragraph1
Sentence1No.6inconjunctionwithParagraph2Ger-
manSecuritiesTradingAct,WpHG)

Dodge&Cox

Dodge&Cox,SanFrancisco,U.S.A.1) Aug.17,2010 10.00 9.93 8,258,284 Dodge&Cox,SanFrancisco,U.S.A.
(pursuanttoSection22Paragraph1Sentence1No.6
GermanSecuritiesTradingAct,WpHG)

Dodge&Cox,SanFranciscoInternational
StockFund,California,U.S.A.1)

Aug.17,2010 10.00 9.76 8,119,784 Dodge&Cox,SanFranciscoInternationalStockFund,
California,U.S.A.(pursuanttoSection22Paragraph1
Sentence1No.6GermanSecuritiesTradingAct,WpHG)

TeachersAdviors,Inc.

TIAA-CREFFunds,NewYork,U.S.A. March1,2010 3.00 3.19 2,651,195 TIAA-CREFFunds,NewYork,U.S.A.(pursuanttoSec-
tion22Paragraph1GermanSecuritiesTradingAct,
WpHG)

TIAA-CREFInvestmentManagement

TIAA-CREFInvestmentManagement,
LLC,NewYork,U.S.A.1)

June14,2010 3.00 3.26 2,715,772 TIAA-CREFInvestmentManagement,LLC,NewYork,
U.S.A.(pursuanttoSection22Paragraph1Sentence1
No.6GermanSecuritiesTradingAct,WpHG)

CollegeRetirementEquitiesFund1) June14,2010 3.00 3.26 2,715,772 TIAA-CREFInvestmentManagement,LLC,NewYork,
U.S.A.(pursuanttoSection22Paragraph1Sentence1
No.6GermanSecuritiesTradingAct,WpHG)

1)Thevotingrightsreportedarenotadditive.

DIScLoSUReS PURSUant to SectIon 
160 PaRaGRaPh 1 no. 8 oF the GeRman 
Stock coRPoRatIon act (aktG)
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LISt oF 
 ShaRehoLDInGS

LANXESSAG,eitherdirectlyorindirectly,holdsatleast20%ofthe

sharesinthefollowingcompanies(informationpursuanttoSection

285No.11HGB).Thefiguresstatedforequityandnetincome/

lossarederivedfromtheannualfinancialstatementspreparedin

accordancewithlocallaw.

company name and headquarters

Interest
held
(%)

Equity
(€million)

Result
(€million)

Fully consolidated companies

Germany

AlisecaGmbH,Leverkusen 100 0 01)

DuBayPolymerGmbH,Hamm 50 20 2

IABIonenaustauscherGmbHBitterfeld,
Greppin 100 67 01)

LANXESSAccountingGmbH,Leverkusen 100 0 01)

LANXESSBunaGmbH,Marl 100 8 01)

LANXESSDeutschlandGmbH,Leverkusen 100 1,499 01)

LANXESSDistributionGmbH,Langenfeld 100 4 01)

LANXESSInternationalHoldingGmbH,
Leverkusen 100 0 01)

LXSDormagenVerwaltungs-GmbH,
Dormagen 100 32 01)

Perlon-MonofilGmbH,Dormagen 100 2 01)

RheinChemieRheinauGmbH,Mannheim 100 45 01)

SaltigoGmbH,Langenfeld 100 28 01)

emea (excluding Germany)

Europigments,S.L.,Barcelona,Spain 52 6 1

LANXESS(Pty.)Ltd.,Modderfontein,
SouthAfrica 100 97 21

LANXESSCentralEasternEuropes.r.o.,
Bratislava,Slovakia 100 3 1

LANXESSChemicals,S.L.,Barcelona,Spain 100 3 0

LANXESSCISA(Pty.)Ltd.,
Newcastle,SouthAfrica 100 62 9

LANXESSElastomères,Lillebonne,France 100 73 11

LANXESSEmulsionRubberS.A.S.,
LaWantzenau,France 100 36 0

LANXESSFinanceB.V.,Ede,Netherlands 100 9 1

LANXESSHoldingHispania,S.L.,
Barcelona,Spain 100 620 109

LANXESSInternationalSA,
Granges-Paccot,Switzerland 100 155 77

LANXESSLimited,Newbury,U.K. 100 16 1

LANXESSMining(Proprietary)Ltd.,
Modderfontein,SouthAfrica 100 9 1

LANXESSN.V.,Antwerp,Belgium 100 286 27

LANXESSRubberN.V.,Zwijndrecht,Belgium 100 150 6

LANXESSS.A.S.,Courbevoie,France 100 61 0

LANXESSS.r.l.,Milan,Italy 100 11 2

OOOLANXESS,Dzerzhinsk,Russia 100 4 2

SybronChemicalIndustriesNederlandB.V.,
Ede,Netherlands 100 97 0

SybronChemicalsInternationalHoldings
Ltd.,Newbury,U.K. 100 0 0

company name and headquarters

Interest
held
(%)

Equity
(€million)

Result
(€million)

Fully consolidated companies

north america

LANXESSBunaLLC,Wilmington,U.S.A. 100 (12) (4)

LANXESSCorporation,Pittsburgh,U.S.A. 100 89 14

LANXESSInc.,Sarnia,Canada 100 326 (11)

LANXESSSybronChemicalsInc.,
Birmingham,U.S.A. 100 21 (1)

RheinChemieCorporation,Chardon,U.S.A. 100 (13) 1

SybronChemicalHoldingsInc.,
Wilmington,U.S.A. 100 21 (1)

Latin america

LANXESSElastômerosdoBrasilS.A.,
RiodeJaneiro,Brazil 100 295 9

LANXESSIndustriadeProdutosQuimicose
PlasticosLtda.,SãoPaulo,Brazil 100 (2) (17)

LANXESSS.A.deC.V.,MexicoCity,Mexico 100 1 1

LANXESSS.A.,BuenosAires,Argentina 100 30 3

PetroflexTradingS.A.,Montevideo,Uruguay 100 (1) 0

asia-Pacific

LANXESS(Liyang)PolyolsCo.,Ltd.,
Liyang,China 100 8 (3)

LANXESSButylPte.Ltd.,Singapore,
Singapore 100 93 78

LANXESSChemical(China)Co.,Ltd.,
Shanghai,China 100 9 0

LANXESSChemical(Shanghai)Co.,Ltd.,
Shanghai,China 100 0 0

LANXESSHongKongLimited,
HongKong,China 100 71 10

LANXESSIndiaPrivateLtd.,Thane,India 100 126 12)

LANXESSK.K.,Tokyo,Japan 100 34 2

LANXESSKoreaLimited,Seoul,SouthKorea 100 4 1

LANXESSPte.Ltd.,Singapore,Singapore 100 51 5

LANXESSPTYLtd.,HomebushBay,Australia 100 8 0

LANXESSShanghaiPigmentsCo.,Ltd.,
Shanghai,China 100 17 3

LANXESSSpecialtyChemicalsCo.,Ltd.,
Shanghai,China 100 2 (2)

LANXESSWuxiChemicalCo.,Ltd.,
Wuxi,China 100 45 4

RheinChemie(Qingdao)Co.,Ltd.,Qingdao,
China 90 21 4

RheinChemieJapanLtd.,Tokyo,Japan 100 13 1

RheinChemieLOA(Qingdao)Limited,
Qingdao,China 100 0 (1)

1)Resultafterprofittransferagreement
2)FinancialstatementsasofMarch31,2010
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company name and headquarters

Interest
held
(%)

Equity
(€million)

Result
(€million)

associates accounted for using the equity method

Germany

CurrentaGmbH&Co.OHG,Leverkusen 40 92 1

asia-Pacific

LANXESS-TSRC(Nantong)Chemical
IndustrialCo.Ltd.,Nantong,China 50 11 0

Joint ventures accounted for using the equity method

asia-Pacific

AnhuiTongfengShengdaChemicalCo.Ltd.,
Tongling,China 25 1 (1)

non-consolidated immaterial subsidiaries

Germany

LANXESSMiddleEastGmbH,Leverkusen 100 0 01)

VierteLXSGmbH,Leverkusen 100 0 01)

emea (excluding Germany)

RustenburgChromeMineHoldings(Pty.)
Ltd.,Modderfontein,SouthAfrica 74 0 0

W.Hawley&Son.Ltd.,Newbury,U.K. 100 0 0

north america

LANXESSEnergyLLC,Wilmington,U.S.A. 100 0 0

Latin america

ComercialAndinasLtda.,Santiago,Chile 100 0 0

asia-Pacific

LANXESS(Changzhou)Co.Ltd.,Changzhou,
China 100 0 0

other non-consolidated immaterial companies

Latin america

HidraxLtda.,TaboãodaSerra,Brazil 39 2 2

1)Resultafterprofittransferagreement
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manaGement 
RePoRt oF 
   LanXeSS aG 
FORFISCAL2010

GeneRaL

LANXESSAGservesprimarilyasthemanagementholdingcompany

fortheLANXESSGroup.SubordinatedtoLANXESSAGareLANXESS

DeutschlandGmbHandLANXESSInternationalHoldingGmbH,both

ofwhicharewhollyownedsubsidiarieswithwhichithasprofitand

losstransferagreements.LANXESSDeutschlandGmbHownsall

subsidiariesinGermanyandseveralinothercountries,whileLANXESS

InternationalHoldingGmbHadministerssomeoftheforeignactivities

acquiredorestablishedbytheLANXESSGroupsince2007.The

economicperformanceofLANXESSAGthusdependsessentiallyon

thatoftheoperatingcompaniesintheLANXESSGroupandonthe

developmentofthechemicalindustry.

SaLeS anD eaRnInGS PeRFoRmance  

TheearningsofLANXESSAGaredeterminedlargelybyprofitor

losstransfersfromLANXESSDeutschlandGmbHandLANXESS

InternationalHoldingGmbH,whichholdthesharesofdirectand

indirectsubsidiariesandthusbundlealloperationalbusinessactivities.

Thesalesrevenuesof€4,027thousand(2009:€2,539thousand)

reportedintheincomestatementrelatetoservicesprovidedfor

LANXESSDeutschlandGmbH.Afterdeductingthecostofsales,

whichmainlycomprisespersonnelandgeneraladministrationex-

penses,thegrossprofitwaszero.

Theremaininggeneraladministrationexpensesof€50,309thou-

sand(2009:€30,949thousand)principallycomprisedpersonnel

andotherbusinessexpensesnotdirectlyrelatedtotheservices

providedtoGroupcompanies.Themainreasonsfortheincrease

werethehigherpersonnelexpensesresultingfromanincreasein

performance-relatedcompensationcomponents,andthesuspension

oftheChallenge09-12measures.Afterotheroperatingincomeof

€7thousand(2009:€440thousand)andotheroperatingexpenses

of€1,748thousand(2009:€1,755thousand),thecompanyreported

anoperatinglossof€52,050thousand(2009:€32,264thousand).

Thefinancialresult,whichcomprisesthebalanceofincomeand

lossesfrominvestmentsinaffiliatedcompanies,thenetinterestposi-

tion,incomefromloansclassifiedasfinancialassets,write-downs

offinancialassetsandmarketablesecurities,andotherfinancial

incomeandexpense,waspositiveat€137,845thousand(2009:

€54,113thousand).Thispositiveresultwasessentiallyduetothe

profittransferof€190,528thousand(2009:€117,535thousand)

fromLANXESSDeutschlandGmbH,whiletheotheritemsdimin-

ishedthefinancialresult.TheimprovementinearningsatLANXESS

DeutschlandGmbHwasprincipallyduetothefavorablebusiness

developmentresultingfromthesubstantialrecoveryintheglobal

economy.Incomefromloansclassifiedasfinancialassetsamounted

to€129thousand(2009:€178thousand),whilewrite-downsof

€715thousand(2009:€2,221thousand)weremadeonfinancial

assetsandmarketablesecurities.Thecompanyrecordednetinter-

estexpenseof€29,636thousand(2009:€37,363thousand)and

thebalanceofotherfinancialincomeandexpensewasnegativeat

–€22,412thousand(2009:–€23,991thousand).Theimprovement

inthenegativeinterestpositionattheendof2010waslargelyattribut-

abletohigherinterestincomefromsubsidiaries.Theotherfinancial

incomeandexpensereflectscostsforearlyrepaymentsofloans.

LANXESSAGreportedincomebeforeincometaxesof€85,795thou-

sand(2009:€21,849thousand).Theeffectsofchangesincurrency

valuationsfollowingtheadoptionoftheGermanAccountingLaw

ModernizationAct(BilMoG)effectiveJanuary1,2010arerecord-

edasextraordinaryincome.Thetaxexpenseof€8,119thousand

(2009:incomeof€28,972thousand)resultedfromtaxincomeof

€4,228thousandinrespectofpreviousyearslesstaxexpenseof

€12,347thousandfor2010.Netincomewas€78,370thousand

(2009:€50,821thousand).50%ofthisamount(€39,185thousand)

hasalreadybeenallocatedtoretainedearnings.

Includingtheincomeof€64,550thousandcarriedforward,thedis-

tributableprofitamountedto€103,745thousand.

aSSet anD caPItaL StRUctURe

Inthelightofitsfunctionasastrategicholdingcompanyand“liquidity

pool,”thestatementoffinancialpositionforLANXESSAGisdominated

byfinancialassets,Groupliquidityandtheresultingreceivablesfrom,

andpayablesto,subsidiaries.

Totalassetsof LANXESSAGasofDecember31,2010were

€2,179,736thousand(2009:€2,288,498thousand).Thiswas

€108,762thousandor4.8%lessthanatyearend2009.
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Non-currentassetsamounted to€756,760thousand(2009:

€756,632thousand),whichwas34.7%oftotalassets.Asinthe

previousyear,financialassetsincludetheinterestinLANXESSDeutsch-

landGmbHamountingto€738,839thousand.

Current assets accounted for€1,405,156 thousand (2009:

€1,530,858thousand),whichwas64.5%oftotalassets.Receivables

fromsubsidiariesaccountedfor53.3%oftotalassetsandrelated

principallytofinancialtransactionsandshort-termloans.Securi-

tiesaccountedfor4.9%andliquidassetsfor2.1%oftotalassets.

LANXESSAGalsohascreditlinestotaling€1.4billionarrangedwith

aninternationalconsortiumofbanksasamulti-currencysyndicated

revolvingcreditfacilityaswellasafurther€100millioncreditfacility

withafinancialinstitution.

Equitywas€1,173,738thousand(2009:€1,136,969thousand),

withequitycoverageoftotalassetsthusrisingto53.8%duetothe

decreaseintotalassets.ThechangeintheequityofLANXESSAG

wasmainlyduetothedividendpaymentof€41,601thousandfor

2009andthenetincomeof€78,370thousandfor2010(2009:

€50,821thousand).Equitycoverageofnon-currentassetswas

155.1%.

OnDecember31,2010liabilitiesamountedto€1,005,998thousand

(2009:€1,151,529thousand),whichwas46.2%oftotalequityand

liabilities.

Theprovisionsof€87,441thousand(2009:€64,251thousand),

amountingto4.0%oftotalequityandliabilities,weremainlyforcom-

mitmentstoemployees,statutoryobligationsandexpensesrelating

tofiscal2010.

Theliabilitiestotaling€981,557thousand(2009:€1,087,278thou-

sand)accountedfor42.1%oftotalequityandliabilities.Significant

sourcesoffinancingwerepayablestosubsidiariesamountingto

€806,450thousand(2009:€834,465thousand),whichwas

37.0%oftotalequityandliabilities,andliabilitiestobanksamount-

ingto€100,676thousand(2009:€235,884thousand),whichwas

4.6%oftotalequityandliabilities.Thedeclineinliabilitiestobanks

wasduetoearlyrepaymentsofloans.

emPLoYeeS

Thenumberofemployeesatyearendroseslightlyto127(2009:

125).Theaverageheadcountin2010was126(2009:125).

comPenSatIon RePoRt

Thestructureofthecompensationsystemandthelevelofcompensa-

tionforthemembersoftheBoardofManagementaredetermined

bytheSupervisoryBoard.Theappropriatenessofcompensationis

regularlyreviewed.Thecriteriafordeterminingtheappropriatenessof

compensationforanindividualBoardofManagementmemberinclude,

inparticular,hisduties,hispersonalperformance,andtheLANXESS

Group’spositionandfutureprospects.Thecompensationstructureis

alsodesignedtobecompetitiveintheinternationalmarketforhighly

qualifiedexecutivesandprovidethemotivationtosuccessfullywork

towardsustainablecorporatedevelopment.

Inthecourseof thereappointmentofDr.WernerBreuersand

Dr.RainiervanRoesselasmembersoftheBoardofManagement,

theSupervisoryBoardestablishedanewcontractualbasisforthe

workofallfourmembersoftheBoardofManagement,whichbecame

effectiveonJanuary1,2010.Thistakesintoaccountandimplements

theprovisionsoftheGermanLawontheAppropriatenessofManage-

mentBoardCompensationandtheGermanCorporateGovernance

Codeandensuresthatthecontractualconditionsforallmembersof

theLANXESSBoardofManagementwillremainbroadlyuniformin

thefuture.

In2010,inadditiontotheannualbasesalary,thecompensationof

themembersoftheBoardofManagementincludedthreevariable

componentslinkedtoLANXESS’sannualperformanceand,particu-

larly,itsmulti-yearperformance.

Thefixedcompensationcomprisestheannualbasesalaryandre-

munerationinkind,thelatterconsistingmainlyofthetaxvalueof

perquisitessuchastheuseofacompanycar.Theaggregateamount

ofthesecomponentscameto€2,578thousandinfiscal2010.

Theannualperformance-basedcomponent,knownastheAnnual

PerformancePayment(APP),isbasedontheGroup’sattainmentof

definedEBITDAtargetsandremainsequivalentto115%ofthean-

nualbasesalaryintheeventof100%targetattainment.TheAPPis

cappedat150%oftheamountofthecompensationcomponentthus

calculated.Compensationfromtheperformance-basedAPPin2010

totaled€4,010thousand.Actualpaymentsin2011maydifferfrom

thisamount,whichwascalculatedinadvance.Forthepreviousyear

Dr.Heitmannreceived€60thousand,Mr.Zachert€40thousand,and

Dr.BreuersandDr.vanRoessel€32thousandeach.
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Thefollowingtableshowsdetailsoftheannualcompensationpaid

toindividualmembersoftheBoardofManagementofLANXESSAG:

annual compensation of the Board of management

€thousand Fixed
compensation

Variable
compensation1)

total

Dr.AxelC.Heitmann 932 1,423 2,355

Dr.WernerBreuers 525 819 1,344

Dr.RainiervanRoessel 518 819 1,337

MatthiasZachert 603 949 1,552

2,578 4,010 6,588

1)Paymentin2011

Asanelementofmulti-yearcompensation,theLongTermIncentive

Plan(LTIP)isdividedintothreethree-yeartranches.For2005to2007

itcomprisestheStockPerformancePlan(SP)andtheEconomic

ValuePlan(EVP),whilefor2008to2010itconsistsonlyoftheStock

PerformancePlan.

TheSPislinkedtotheperformanceofLANXESSstockagainsta

referenceindex,theDowJonesSTOXX600ChemicalsSM.TheEVP

isanincentiveorientedtowardanincreaseintheeconomicvalueof

LANXESS’snetassets.ThereferenceforallthreetranchesoftheEVP

isthebusinessplanfor2005through2007.

TherequirementforparticipationintheLTIPisapriorpersonalinvest-

mentinLANXESSsharesamountingto13%oftheannualbasesal-

aryperyear.Undereachplan,thesesharesaresubjecttoafive-year

lock-upperiod.ThefirstawardfromtheLTIPismadeafterthreeyears,

provideddefinedconditionsaresatisfied.Intheeventof100%target

attainmentbytheSPandEVPfor2005to2007,thepaymentper

tranchewillbe43.3%oftheindividual’stargetincome,whichisthe

fixedannualbasesalaryplustheAPPassuming100%targetattain-

ment.For2008to2010,100%targetattainmentbytheSPbringsa

paymentpertrancheof50%oftheindividual’stargetincome.

BecausetheLongTermIncentivePlanexpiredin2010,theSuper-

visoryBoardapprovedanewplanfortheyears2010through2013.

ThisLong-TermStockPerformancePlan(LTSP)isdividedintofour

four-yeartranchesandcontinuestobebasedonthedevelopmentof

LANXESSstockagainstareferenceindex,theDowJonesSTOXX600

ChemicalsSM.ComparedtotheexistingLTIP,thepossiblepaymentper

trancheunderthenewplanhasbeenreducedfrom50%to30%of

theindividual’stargetincome,assuming100%targetattainment.The

conditionforparticipationintheLTSPisapriorpersonalinvestment

inLANXESSsharestothevalue5%oftheannualbasesalaryper

year.Thesharesaresubjecttoanaveragefive-yearlock-upperiod.

Thefollowingtableprovidesadditionalinformationaboutthelong-

termcompensationpaid:

Long-term compensation of the Board of management

SPrightsgrantedin2010
(exercisablefrom2013and2014,

respectively)

EVPrights
(exercisable
from2011)

Numberof
rights1)

Fairvalues
in€thousand

in€thousand

Dr.AxelC.Heitmann 1,419,000 1,139 200

Dr.WernerBreuers 817,000 656 143

Dr.RainiervanRoessel 817,000 656 143

MatthiasZachert 946,000 759 133

3,999,000 3,210 619

1)ComprisesSPrightsfromLTIPandLTSP

SincethevalueoftheSPentitlementsoutstandingasofDecember31,

2010exceedsthevalueofthoseoutstandingasofDecember31,

2009,personnelexpenseswereincurredinthefiscalyear.Thisis

mainlytheresultofthestrongperformanceofLANXESSstock.The

personnelexpensesincurredinfiscal2010fortheSPentitlements

grantedamountto€3,266thousandforDr.Heitmann,€1,446thou-

sandforDr.Breuers,€1,438thousandforDr.vanRoesseland

€1,875thousandforMr.Zachert.Thesepersonnelexpensesare

theoreticalamountsandarenottobeequatedwiththeactualgains

realizedwhentheentitlementsareexercisedinthefuture.

Intheinterestsofsustainablecorporateperformance,thethirdvariable

compensation:componenttobepaidinthefutureisaLong-Term

PerformanceBonus(LTPB),whichrewardstargetattainmentonlyafter

twoconsecutivefiscalyears.TheLTPBisbasedontheAPPtargetat-

tainmentforeachoftherespectiveyears,theexactamountoftheLTPB

resultingfromtheaverageAPAPtargetattainmentinthetwoyears

concerned.AssumingaverageAPPattainmentof100%,theLTPB

amountsto45%oftheannualbasesalary.Thefirstpaymentscould

bemadeinspring2012basedonfiscal2010and2011.LTPBrights

worth€784thousandwereearnedinfiscal2010.Ofthisamount,

€278thousandwasattributabletoDr.Heitmann,€160thousandeach

toDr.BreuersandDr.vanRoessel,and€186thousandtoMr.Zachert.

Onterminationoftheirservicecontracts,themembersoftheBoard

ofManagementreceivebenefitsunderthecompanypensionplan.

Thesebenefitsarepaidwhenthebeneficiaryreachesage60orifthe

beneficiaryispermanentlyunabletowork.Theyarepaidtosurviving

dependentsintheeventofthebeneficiary’sdeath.
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Thenewpensionplansetupin2006forthemembersoftheBoardof

Managementisadefinedcontributionplanstipulatingabasiccontribu-

tionof25%oftheirrespectiveannualbasesalary.Moreover,Boardof

Managementmembersmustsetaside12.5%oftheirAPPawardas

deferredcompensation.ThisamountismatchedbyLANXESS.From

thedateofentitlement,70%to75%oftheaccumulatedcapital–in-

cludinginterestthereon–ispaidoutinalumpsum.Theremaining

25%to30%isconvertedtoapensionbenefit.Claimsarisingfrom

provisionsinplacebeforethenewpensionplanwasestablishedare

grantedasvestedrights.Iftheservicecontractendsbeforetheben-

eficiaryreachestheageof60,thecompanypayscertainadditional

benefitsuptoadefinedceiling.

LANXESShassetupprovisionsforthefutureclaimsofBoardofMan-

agementmembers.Thetotalservicecostrecognizedinthe2010

annualfinancialstatementsforthispurposewas€91thousand.The

presentvalueofthebenefitobligationasofDecember31,2010was

€11,392thousand.

ThepresentvalueoftheacquiredrightsasofDecember31,2010

amountedto€6,182thousandforDr.Heitmann,€906thousandfor

Dr.Breuers,€2,279thousandforDr.vanRoesseland€2,025thou-

sandforMr.Zachert.

ObligationstoformermembersoftheBoardofManagementtotaled

€6,977thousandasofDecember31,2010.

Paymentsof€441thousandweremadetoformermembersofthe

BoardofManagement.

Infiscal2010,themembersoftheBoardofManagementwereen-

titledtoindemnificationshouldtheirservicecontractsterminatefor

definedreasonsattheinstigationofthecompanyorintheeventofa

materialchangeofcontroloverthecompany.Thetermsdepended

ontherespectivecircumstancesandincludedseverancepayments

amountingtouptotwotimestheannualbasesalaryplustheAPP

andLTPBassuming100%targetachievement.Intheeventofater-

minationduetoachangeofcontrol,theseverancepaymentswould

amounttothreetimestheannualbasesalaryplustheAPPandLTPB.

NoadditionalbenefitshavebeenpledgedtoanyBoardofManage-

mentmemberintheeventofterminationoftheirservice.In2010,

nomemberoftheBoardofManagementreceivedbenefitsorassur-

ancesofbenefitsfromthirdpartiesinrespectoftheirdutiesasBoard

ofManagementmembers.

NoloansweregrantedtomembersoftheBoardofManagementin

fiscal2010.

RePoRt PURSUant to SectIon 289 PaRaGRaPh 4 oF the 

GeRman commeRcIaL coDe

PursuanttoSection289Paragraph4Nos.1to9oftheGerman

CommercialCode,weherebymakethefollowingdeclarations:

1. ThecapitalstockofLANXESSAGamountedto€83,202,670as

ofDecember31,2010andiscomposedof83,202,670no-par

bearershares.Allsharescarrythesamerightsandobligations.

Onevoteisgrantedpershare,andprofitisdistributedpershare.

Therightsandobligationsarisingfromthesharesaregoverned

bytheGermanStockCorporationAct.

2. Wearenotawareofanyrestrictionsaffectingvotingrightsorthe

transferofshares.However,sharesallocatedunderemployeestock

plansaresubjecttoalock-upperiodbeforetheymaybesold.

3. Wereceivednoreportsofdirectorindirectequityinvestmentsin

thecapitalofLANXESSAGexceeding10%oftotalvotingrights.

4. Nosharescarryspecialrightsgrantingcontrolauthority.

5. EmployeesholdadirectinterestinthecapitalofLANXESSAG

throughemployeestockprograms.Therearenorestrictionson

directlyexercisingthecontrolrightsarisingfromtheseshares.

6. Sections84and85oftheGermanStockCorporationActand

Section31oftheGermanCodeterminationActapplytotheap-

pointmentanddismissalofBoardofManagementmembers.Under

theprovisionsofthesesections,BoardofManagementmembers

areappointedbytheSupervisoryBoardforatermnotexceeding

fiveyears.Suchappointmentmayberenewedorthetermofoffice

maybeextended,providedthatthetermofeachsuchrenewalor

extensionshallnotexceedfiveyears.Appointmentsrequireamajor-

ityofatleasttwo-thirdsoftheSupervisoryBoardmembers’votes.

Section6Paragraph1ofthearticlesofassociationstatesthatthe

BoardofManagementmustconsistofatleasttwomembers.Over

andabovethis,thenumberofmembersoftheBoardofManage-

mentisdeterminedbytheSupervisoryBoard.TheSupervisory

BoardmayappointachairmanoftheBoardofManagementand

avicechairmanoftheBoardofManagement.Alternativemembers

oftheBoardofManagementmaybeappointed.TheSupervisory

BoardmayrevoketheappointmentofamemberoftheBoardof

ManagementortheappointmentofamemberasChairmanofthe

BoardofManagementforcause(Section84Paragraph3ofthe

GermanStockCorporationAct).
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 Section179oftheGermanStockCorporationActprovidesthata

resolutionoftheStockholders’Meetingisrequiredforanyamend-

menttothearticlesofassociation.PursuanttoSection17Para-

graph2ofthearticlesofassociation,resolutionsoftheStockhold-

ers’Meetingrequireasimplemajorityofthevotescastand,ifa

capitalmajorityisrequired,asimplemajorityofthecapitalstock,

unlessotherwiserequiredbylaworprovidedbythearticlesofas-

sociation.Thearticlesofassociationcontainnofurtherprovisions

inthisregard.Section10Paragraph9ofthearticlesofassociation

ofLANXESSAGauthorizestheSupervisoryBoardtoresolveon

amendmentsrelatingsolelytotheformofthearticlesofassociation.

7. Repurchaseofownshares

 OnMay 28, 2010, the Annual Stockholders’Meeting of

LANXESSAGissuedanauthorization,validthroughNovember25,

2011,totheBoardofManagementtopurchasesharesofthe

companyuptoatotalof10%ofthecompany’scapitalstockfor

anylegallypermissiblepurpose.Thecompany’saffiliatesaswellas

anythirdpartiesactingonthecompany’soritsaffiliates’behalfmay

alsoexercisethisauthority.AtthediscretionoftheBoardofManage-

ment,suchsharesmaybeacquiredonthestockexchangeorvia

apublicpurchaseoffer.TheBoardofManagementisauthorized

tousethemforanypurposepermittedbylaw.Inparticular,itcan

retiretheshares,sellthemotherthanviathestockexchangeoran

offertothestockholders,ortransferthemagainstconsiderationin

kindforthepurposeofacquiringcompanies,partsofcompanies

orequityinterestsincompaniesorinordertoconcludemergers.

Itisalsoauthorizedtousethemtosatisfyconversionrightsfrom

convertibleorwarrantbondsand/orprofit-participationrightsor

incomebonds(oranycombinationoftheseinstruments)issuedby

thecompanyandtograntholdersofconvertibleorwarrantbonds

and/orprofit-participationrightsorincomebonds(oranycombina-

tionoftheseinstruments)issuedbythecompanyoritsdirectand

indirectaffiliatesthatgrantaconversionoroptionrightorstipulate

aconversionorwarrantobligationthenumberofsharesforwhich

suchpartieswouldbeentitledtosubscribeuponexerciseoftheir

conversionoroptionrightsorfulfillmentoftheconversionorwarrant

obligation.Exceptwhensharesareretired,thesubscriptionright

ofstockholdersshallbeexcludedintheaforementionedcases.

 ConditionalCapitalIandII

 OnMay 31, 2007, the Annual Stockholders’Meeting of

LANXESSAGtwiceauthorizedtheBoardofManagementtoissue,

ononeormoreoccasionsthroughMay31,2012,convertible

bondsand/orwarrantbonds,profit-participationrights,and/orin-

comebonds(oranycombinationoftheseinstruments),madeoutto

thebearerorregistered,withorwithoutlimitedmaturity,uptoatotal

parvalueof€500,000,000ineithercase,andtograntthebearers

orcreditorsofsuchbondsconversionoroptionrightstono-par

bearersharesofthecompanyuptoatotalvalueof€21,155,167

ofthecapitalstock.AsstatedinSection4Paragraphs4and5

ofthearticlesofassociationofLANXESSAG,thecapitalstockof

LANXESSAGhasbeenincreasedconditionallyuptothesumof

€21,155,167ineachcaseinconnectionwiththeseauthorizations

(ConditionalCapitalIandII).Eachconditionalcapitalincrease

servesthepurposeofgrantingno-parbearersharestotheholders

orcreditorsofconvertibleand/orwarrantbonds,profit-participation

rights,and/orincomebonds(oranycombinationoftheseinstru-

ments).Theonlydifferencebetweenthetwoauthorizationsto

issueconvertibleand/orwarrantbonds,profit-participationrights,

and/orincomebonds(oranycombinationoftheseinstruments)

inconnectionwiththecreationofconditionalcapitalistheamount

oftheconversionoroptionprice.Otherwisetheyareidenticalin

content.TheBoardofManagementwillutilizejustoneofthetwo

authorizations.Whenissuingtheconvertibleand/orwarrantbonds,

profit-participationrights,and/orincomebonds(oranycombina-

tionoftheseinstruments),theBoardofManagementisauthorized,

subjecttotheapprovaloftheSupervisoryBoard,toexcludethe

subscriptionrightofstockholdersinthefollowingcases:

 •forresidualamountsresultingfromthesubscriptionratio;

 •withissuesagainstcashcontributions,iftheissuepriceisnot

significantlylowerthanthetheoreticalmarketvalueoftheconvert-

ibleand/orwarrantbondsormandatoryconvertiblebonds,as

determinedusingacceptedpricingmodels.Ifbondsareissued

byapplicationofSection186Paragraph3Sentence4ofthe

GermanStockCorporationAct,theissuedsharesmaynotexceed

10%ofthecapitalstockeitheratthetimethisauthorizationtakes

effectoratthetimeitisutilized;

 •iftheprofit-participationrightsorincomebondsarevestedwith

bond-likecharacteristics;

 •ifbondsareissuedagainstcontributionsinkindforthepurpose

ofacquiringcompanies,partsofcompanies,orequityinterests

incompaniesandthevalueofthecontributioninkindadequately

reflectsthevalueofthebond;and

 •totheextentnecessarytograntno-parbearersharesofthecom-

panytotheholdersofconversionorsubscriptionrightsorto

grantsubscriptionrightstothecreditorsofmandatoryconvertible

bondsinthequantitiestowhichsuchpartieswouldbeentitled

upontheexerciseoftheconversionorsubscriptionrightsorthe

conversionofthemandatorybond.
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 AuthorizedCapitalIandII

 PursuanttoSection4Paragraph2ofLANXESSAG’sarticlesof

association,theAnnualStockholders’MeetingonMay7,2009

resolvedtoauthorizetheBoardofManagement,withtheapproval

oftheSupervisoryBoard,toincreasethecompany’scapitalstock

ononeormoreoccasionsthroughMay6,2014byissuingnew

no-parsharesagainstcashorcontributionsinkinduptoatotal

amountof€16,640,534(AuthorizedCapitalI).Stockholdersare

generallyentitledtosubscriptionrightswhenAuthorizedCapitalis

utilized.WiththeapprovaloftheSupervisoryBoard,subscription

rightscanbeexcludedforresidualamountsandinordertogrant

holdersofwarrantsorconvertiblebondsissuedbythecompany

anditsaffiliatessubscriptionrightstothenumberofnewsharesfor

whichsuchpartieswouldbeentitledtosubscribeuponexercise

oftheirconversionoroptionrights.Moreover,subscriptionrights

canbeexcludedwiththeapprovaloftheSupervisoryBoardwhen

thecompany’scapitalstockisincreasedagainstcontributionsin

kind,particularlyfortheacquisitionofcompanies.Subscription

rightscanalsobeexcludedwiththeapprovaloftheSupervisory

Boardinordertograntholdersofconvertibleand/orwarrantbonds

issuedbythecompanyoritsaffiliatesnewsharesuponexerciseof

theirrights.Finally,subscriptionrightscanalsobeexcludedwith

theapprovaloftheSupervisoryBoardiftheissuepriceofthenew

sharesisnotsignificantlylowerthanthestockmarketpriceatthe

timetheissuepriceisfixedandtheissuedsharesdonotexceed

10%ofthecompany’scapitalstock.Additionaldetailsareprovided

inSection4Paragraph2ofthearticlesofassociation.

 Inaddition,pursuanttoSection4Paragraph3ofLANXESSAG’sar-

ticlesofassociation,theAnnualStockholders’MeetingonMay28,

2010resolvedtoauthorizetheBoardofManagemenmt,withthe

approvaloftheSupervisoryBoard,toincreasethecompany’scapital

stockononeormoreoccasionsthroughMay27,2015byissuing

newno-parsharesagainstcashorcontributionsinkinduptoatotal

amountof€16,640,534(AuthorizedCapitalII).Stockholdersare

generallyentitledtosubscriptionrightswhenAuthorizedCapitalis

utilized.WiththeapprovaloftheSupervisoryBoard,subscription

rightscanbeexcludedforresidualamountsandinordertogrant

holdersofwarrantsorconvertiblebondsissuedbythecompany

anditsaffiliatessubscriptionrightstothenumberofnewsharesfor

whichsuchpartieswouldbeentitledtosubscribeuponexercise

oftheirconversionoroptionrights.Moreover,subscriptionrights

canbeexcludedwiththeapprovaloftheSupervisoryBoardwhen

thecompany’scapitalstockisincreasedagainstcontributionsin

kind,particularlyfortheacquisitionofcompanies.Subscription

rightscanalsobeexcludedwiththeapprovaloftheSupervisory

Boardinordertograntholdersofconvertibleand/orwarrantbonds

issuedbythecompanyoritsaffiliatesnewsharesuponexerciseof

theirrights.Finally,subscriptionrightscanalsobeexcludedwith

theapprovaloftheSupervisoryBoardiftheissuepriceofthenew

sharesisnotsignificantlylowerthanthestockmarketpriceatthe

timetheissuepriceisfixedandtheissuedsharesdonotexceed

10%ofthecompany’scapitalstock.Additionaldetailsareprovided

inSection4Paragraph3ofthearticlesofassociation.

8. Theservicecontractsbetweenthecompanyandthemembers

oftheBoardofManagementofLANXESSAGcontainprovisions

regardingthepotentialdepartureofthemembersoftheBoard

ofManagementinthecontextofachangeofcontrol.Theseare

outlinedintheCompensationReportinthisManagementReport.

Suchagreements,albeitwithdifferentterms,alsoexistbetween

thecompanyandmembersofthefirstandsecondlevelsofup-

permanagement.Inaddition,thetermsofthe€500millionEuro

BenchmarkBondissuedbyLANXESSFinanceB.V.in2005contain

achange-of-controlclausewhichgivesbondholderstherightto

redeemthebondshouldcertaineventsoccurthataffectitsrating.

ThebondwasguaranteedbyLANXESSAG.Thesameappliesto

thetermsofthe€500millionand€200millionEuroBenchmark

BondsissuedbyLANXESSFinanceB.V.inthe2009fiscalyear,

whicharealsoguaranteedbyLANXESSAG.Thecompanyhas

signedagreementswithtwomajorbanksforloansof€100million

and€93millionrespectively.Theseagreementsmaybetermi-

natedwithoutnoticeorrepaymentoftheoutstandingloansmay

berequiredifanothercompanyorpersongainscontrolofmore

than50%ofLANXESSAG.Thecompanyalsoenteredintoan

agreementwithasyndicateofbanksconcerningacreditfacility

thatiscurrentlyat€1,408million.Thisagreementcanalsobeter-

minatedwithoutnoticeifanothercompanyorpersontakescontrol

overmorethan50%ofLANXESSAG.Furthermore,accordingto

agreementsbetweenthecompanyandLANXESSPensionTrust

e.V.,thecompanyisobligatedtomakeconsiderablepaymentsto

LANXESSPensionTruste.V.intheeventofachangeofcontrol.

9. Theservicecontractsbetweenthecompanyandthemembersof

theBoardofManagementofLANXESSAGaswellasbetween

thecompanyandmembersofthefirstandsecondlevelsofupper

managementofLANXESSAGcontaincompensationagreements

applicableintheeventofachangeofcontrol,assuchchangeis

moreparticularlydescribedintherespectivecontracts.
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RePoRt PURSUant to SectIon 289 a oF the  

GeRman commeRcIaL coDe

TheBoardofManagementandSupervisoryBoardhaveissuedthe

DeclarationonCorporateGovernancepursuanttoSection289aof

theGermanCommercialCode(HGB).Thisdeclarationhasbeenmade

availabletothestockholdersandtheEnglishversionispermanently

postedatwww.lanxess.com,InvestorRelations,CorporateGovernance.

RePoRt on RISkS anD oPPoRtUnItIeS  

Risk report

Riskmanagement TheLANXESSGroup’ssuccessissignificantly

dependentonidentifyingboththeopportunitiesandtherisksarising

frombusinessactivitiesandactivelymanagingthem.Effectiverisk

managementisthereforeacoreelementinsafeguardingthecom-

pany’sexistenceforthelongtermandensuringitssuccessfulfuture

development.LANXESS’sriskmanagementactivitiesarebasedboth

oninternalorganizationalworkflows,whicharemanagedbywayof

controlandmonitoringmechanisms,andonearlywarningsystems

thatareusedtocloselyobservechangesinexternalconditionsand

systematicallyimplementtheappropriatemeasures.Likeallmethods

fordealingwithbusinessrisk,thissystemdoesnotofferabsolutepro-

tection.However,itdoesservetopreventbusinessrisksfromhavinga

materialimpactonthecompanywithasufficientdegreeofcertainty.

LANXESS’sopportunityandriskmanagementapproachisbased

onclearlydefinedbusinessprocesses,thepreciseassignmentof

responsibilitiesthroughouttheGroup,andreportingsystemsthat

ensurethetimelyprovisionoftheinformationrequiredfordecision-

makingtotheBoardofManagementorothermanagementlevels.

Thecompany’sriskmanagementsystemisbasedonanintegration

concept,i.e.theearlyidentificationofrisksisanintegralpartofthe

managementsystemandnottheobjectofaseparateorganizational

structure.Theriskmanagementsystemcomprisesmanydifferent

elementsthatareembeddedintheoverallstructuralandprocessor-

ganization.Riskmanagementisviewedasaprimarydutyoftheheads

ofallbusinessunits,aswellasofthosepeopleinGroupcompanies

whoholdprocessandprojectresponsibility.Riskmanagementisin-

corporatedintobusinessprocessesprimarilythroughthecompany’s

organizationalstructure,itsplanning,reportingandcommunication

systems,andabodyofdetailedmanagementregulationsandtechnical

standards.Variouscommitteesandotherbodiesdiscussandmonitor

opportunitiesandrisks.

AtLANXESS,thebusinessunitseachconducttheirownoperations,

forwhichtheyhaveglobalprofitresponsibility.Groupfunctionsand

servicecompaniessupportthebusinessunitsbyprovidingfinan-

cial,legal,technicalandothercentralizedservices.Complementing

thisglobalalignmentofthebusinessunitsandgroupfunctions,the

countryorganizationsensuretherequiredproximitytomarketsand

thenecessaryorganizationalinfrastructure.Inlinewiththisdivision

ofduties,LANXESShasassignedresponsibility,i.e.definedtherisk

owners,forthefollowing:

•riskidentificationandanalysis,

•riskprevention(measurestakentoavoid,minimizeordiversifyrisk),

•riskmonitoring(e.g.onthebasisofperformanceindicatorsand,

perhapsalso,earlywarningindicators),

•riskmitigation(measurestominimizedamageuponoccurrenceof

ariskevent)and

•communicationofthekeyriskstothemanagementcommitteesof

thebusinessunitsandgroupfunctions.

Transactionsparticularlyforthetransferoffinancialbutalsooperating

risks(hedgingtransactionsorinsurance)areenteredintoandmanaged

centrallyatLANXESSviatheTreasuryGroupFunction.

Duetothehighlyintegratednatureofourgeneralbusinessprocesses,

wehavespecializedcommitteescomposedofrepresentativesofthe

businessunitsandgroupfunctionswhodealwithissuesconcerning

theGroup’srisksandopportunities.ThisenablesLANXESStoreact

quicklyandflexiblytochangingsituationsandtheirinfluenceonthe

company.

TheCorporateControllingGroupFunctioncollectsandaggregates

keyinformationacrosstheGroup.Opportunitiesandrisksareidenti-

fiedthreetimesperyearduringtheintrayearforecastingprocessand

additionallyonetimeperyearaspartofthebudgetandplanning

processforthesubsequentyearandthemedium-termforecastho-

rizon.Thereportedopportunitiesandrisksarecollectedinacentral

riskdatabaseandregularlyanalyzedfortheBoardofManagement

andSupervisoryBoard.Thisensuresthatwhennewrisksandoppor-

tunitiesarisethatcouldhaveamaterialeffectonLANXESSorwhen

existingoneschangesubstantially,thenecessaryinformationcanbe

communicatedinatimelymannerallthewaytotheBoardofMan-

agementandthereforealsospecificallyintegratedintothegeneral

managementofthecompany.
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Thereportingthresholdforopportunitiesandrisksisaneffectof

€1millionontheGroup’snetincomeorEBITDA,takingintoaccount

aminimumprobabilityofoccurrence.Thislowreportingthreshold

guaranteesthattheinformationgatheredaboutopportunitiesand

risksiscomprehensiveand,eveninthedatacollectionphase,that

thisinformationisnotjustlimitedtomaterialrisksorrisksthatcould

jeopardizethefutureofthecompanyasanongoingconcern.Instead,

theCorporateControllingGroupFunctioncentrallydeterminesthetop

opportunitiesandriskslaterintheprocess.Thethresholdformaterial

riskshasbeendefinedat€10millionfortheGroup.

Apartfromregular,centralizedcollectionanddocumentationofbusi-

nessrisks,corporateplanningisanothercoreelementofopportunity

andriskmanagementatLANXESS.Opportunitiesandriskswitha

likelihoodofoccurrencegreaterthanthespecifiedminimumprobability

flowdirectlyintotheplanningprocess.Forecastsarepreparedand

thoserisksandopportunitiesconsideredrelativelylikelytomaterial-

izearepresentedasworst-case/best-casescenarios.Theprocesses

forcorporateplanningandintrayearforecastingaswellasthecor-

respondinganalysesandsuggestionsforactionaresteeredbythe

CorporateControllingGroupFunction,whichworkscloselyinthis

regardwiththebusinessunits.CertainBoardofManagementmeet-

ingsarededicatedtodiscussingandadoptingcorporateplanning,

includingtheassociatedopportunitiesandrisks.Eachfiscalyear,the

annualplanisadjustedandmonitoredbyregularlyrecordingcurrent

expectations.Significantandstrategicopportunitiesandrisksare

systematicallyanalyzedandevaluatedbytheCorporateDevelopment

GroupFunctionwiththegoalofensuringthattheGroupispursuing

thecorrectlong-termstrategy.

Thereisalsoprovisionforimmediateinternalreportingonspecificrisk

issuessuchassignificantcorporatecomplianceviolations.In2009,

therewasnocauseforimmediatereportingofthiskindonsignificant

risksatLANXESS.

LANXESS’sriskmanagementprinciplesarelaiddowninaGroup

directive.Riskmanagementalsoincludespreventingillegalconduct

byouremployees.Tothisend,weobtainextensivelegaladvicecon-

cerningbusinesstransactionsandobligateemployeesbymeansof

ourcompliancecodetoobservethelawandtoactresponsibly.A

ComplianceCommitteepromotesandmonitorsadherencetothese

complianceguidelines.Itsworkissupportedbycomplianceofficers

whohavebeenappointedforeachcountryinwhichLANXESShas

asubsidiary.TheComplianceCommitteeischairedbyacompliance

officer,whoreportsdirectlyandregularlytotheBoardofManagement.

LANXESShasacknowledgedthatmanagingthecompanynecessarily

involvesmanagingrisk.Stepshavebeentakentoensurethatpotential

risksoropportunitiesrelevanttotheattainmentofcorporategoalsare

fullyidentifiedandquantifiedatanearlystage.Preventivemeasures

andsafeguardsminimizetheprobabilitythatriskswillmaterializeand

limittheirpotentiallyadverseeffects.Themanagementofopportuni-

tiesandrisksisoneofLANXESS’sgoalsandthereforeconstitutesan

integralpartofdecision-makingprocesses.

Accountingaspectsoftheinternalcontrolandriskmanagement

system Theaspectsoftheinternalcontrolandriskmanagement

systemrelatingtotheaccountingprocessincludetheprinciples,pro-

ceduresandmeasuresrequiredtoensuretheeffectiveness,efficiency

andproprietyofthecompany’saccounting,andcompliancewith

applicablelegalregulations.Tothisend,LANXESShasimplemented

clearorganizational,controlandmonitoringstructures.Thedistinc-

tivefeaturesofthechemicalindustryandtheriskmanagementtools

usedregularlybyLANXESSinthisregardaretakenintoaccount.In

additiontotheaccountingprocessinitsnarrowersense,thisalsoin-

cludestheaforementionedstructuredbudgetandforecastingprocess,

andextensivecontractmanagement.However,theeffectivenessand

reliabilityoftheinternalcontrolandriskmanagementsystemcanbe

restrictedbydiscretionarydecisions,criminalacts,faultycontrolsor

othercircumstances.Thus,evenifthesystemcomponentsusedare

applied,completesecurityintermsofthecorrectandtimelyrecording

ofaccountingissuescannotbeguaranteed.

TheAccountingGroupFunction,whichreportstotheCFO,isre-

sponsiblefortheaccountingprocessandthereforeforpreparingthe

financialstatementsforLANXESSAG.Thefinancialstatementsof

LANXESSAGaresubjecttoafullauditbytheauditor.

ThecontrolandmonitoringofLANXESS’saccountingprocesses

ensurethatgenerallyacceptedaccountingpracticesinlinewiththe

applicablelawsandstandards,particularlytheGermanCommercial

Code(HGB),areappliedatLANXESSandguaranteethereliability

ofthecompany’sfinancialreporting.Theaccounting-relatedinternal

controlsystemusedbyLANXESSisbasedongenerallyacceptedstan-

dards(COSOmodel).Therewerenomaterialchangestothissystem

duringtheperiodunderreview.Uniformaccountingincompliance

withtheGermanCommercialCodeisbasedonastructuredprocess

withappropriateorganizationalstructuresandworkflows,includingthe

relatedworkinginstructions.Theprincipleoftheseparationoffunctions

asexpressedinstructuredauthorizationandapprovalproceduresand
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thedual-controlprincipleaswellascontinualplausibilitytestingare

appliedthroughouttheprocess.OntheITside,theaccountingprocess

issupplementedbyanintegratedITsystemthatisbasedlargelyon

off-the-shelfsoftwareandisprotectedbysecuritymeasuresagainst

unauthorizedaccess.Thecorrectnessoftheautomaticallygenerated

postingsandthemasterdatarequiredforthemisregularlyreviewed.

Manualpostingsarebasedonasystematicvouchersystem,docu-

mentedtothenecessaryextentandverifieddownstream.

Regularcoordinationwithotherfinancialgroupfunctions,particularly

theTreasury,TaxandControllinggroupfunctions,assiststhefinan-

cialreportingprocess,e.g.inventoryvaluationsandthemappingof

derivativestransactions.Acontinualexchangeofinformationwith

theoperatingbusinessunitsandothergroupfunctionsmakesitpos-

sibletoidentifyanddealwithissuesarisingoutsideofaccounting

processes.Theseincludelitigationrisks,projectionsforimpairment

testingandspecialcontractualagreementswithsuppliersorcustom-

ers.Inaddition,third-partyserviceprovidersareconsultedonspecial

issues,particularlyrelatingtothevaluationofpensionsandother

post-employmentbenefits.

ThefullBoardofManagementpreparesthefinancialstatementswhich

arethenforwardedtotheSupervisoryBoard’sAuditCommitteewithout

delay.UponrecommendationbytheAuditCommittee,thefinancial

statementsareapprovedbytheSupervisoryBoardatitsfinancial

statementsmeeting.TheSupervisoryBoard,andespeciallyitsAudit

Committee,dealswithmajorquestionsrelatingtoLANXESS’saccount-

ingandriskmanagement,theauditmandateandtheareasoffocus

fortheauditor’sauditoftheannualfinancialstatements.

Monitoringofriskmanagementandinternalcontrolsystem Monitor-

ingofriskmanagementandofLANXESS’sinternalcontrolsystem

(ICS)bymeansofprocess-independenttestingispartoftheriskman-

agementsystem.TheInternalAuditingGroupFunctionistaskedwith

overseeingboththefunctionalityoftheinternalcontrolandmonitoring

systemandcompliancewithorganizationalsafeguards.Planningof

audits(selectionofauditsubjects)andauditmethodsappliedbythis

groupfunctionarecorrespondinglyalignedwithrisks.Anannualself-

assessmentisalsocarriedouttojudgetheeffectivenessoftheICS.

Inaddition,theearlywarningsystemisevaluatedbytheauditoras

partoftheauditoftheannualfinancialstatements.TheSupervisory

Boardalsoexercisescontrolfunctions,includingregularmonitoring

oftheefficiencyoftheriskmanagementsystembythefullSupervisory

BoardandbyitsAuditCommittee.TheAuditCommitteereviews

reportsaboutthenatureandresultsoftheComplianceCommittee’s

workandtheworkperformedbytheInternalAuditingGroupFunction.

Risksoffuturedevelopment

market risks LANXESSisinherentlyexposedtothegeneraleco-
nomicandpoliticalopportunitiesandrisksofthecountriesandregions

inwhichtheLANXESSGroupoperates.Asachemicalsenterprise,

LANXESSissubjecttoeconomicrisksandtheriskstypicalofthis

industrysector.Thevolatilityandcyclicalityoftheglobalchemicaland

polymermarketsandtheirdependenceondevelopmentsincustomer

industriesharboropportunitiesandriskswithrespecttoLANXESS’s

businessvolume.

Inadditiontobeingsubjecttoeconomicandcyclicalmarketrisks,

LANXESS’sriskprofileisinfluencedbystructuralchangesinmarkets,

suchastheentryofnewsuppliers,themigrationofcustomersto

countrieswithlowercosts,andproductsubstitutionormarketcon-

solidationtrendsinsomesectors.LANXESScounterssuchtrends

withcomprehensivemeasuresdesignedfirstandforemosttoachieve

asharperfocusandarriveataproductportfoliowithwhichitcan

operatesuccessfullyforthelongterm.Atthesametime,LANXESS

systematicallymanagescosts.Ontheprocurementside,theprincipal

riskliesinthevolatilityofrawmaterialandenergyprices.Ifthepriceof

thematerialsweuseincreases,ourproductioncostsincrease.Ifthe

priceofthematerialsweusedecreases,write-downsmayhavetobe

recognizedoninventories.LANXESSmitigatesthistypeofprocure-

mentriskbyfollowingasensibleinventoryandprocurementpolicy.

Mostofthecompany’srawmaterialneedsaremetbylong-termsupply

contractsthathavepriceescalationclauses,andmanyagreements

withcustomersalsocontainpriceescalationclauses.LANXESSalso

hedgesthisriskinsomecasesviaderivativestransactionsifliquid

futuresmarketsareavailableforhedgingrawmaterialandenergy

pricerisks.DetailedinformationiscontainedinNote24(Derivative

Financialinstruments)totheFinancialStatements.Toguardagainst

possiblesupplybottlenecksduetofactorssuchasthefailureofa

supplierorofanupstreamoperationatanetworkedsite,LANXESS

pursuesanappropriateinventorystrategyandlinesupalternative

sourcesofsupply.

corporate strategy risks LANXESSisconsistentlypursuingthe
strategicoptimizationoftheenterprise.Itseffortsincludeongoingeffi-

ciencyenhancement,strengtheningofcorebusinesses,activeportfolio

management,andproactiveparticipationinindustryconsolidation

throughpartnerships,divestmentsandacquisitions.

Thesuccessofthedecisionsassociatedwiththeseeffortsisnaturally

subjecttoforecastingriskinrespectofpredictingfuture(market)de-

velopmentsandmakingassumptionsaboutthefeasibilityofplanned

measures.Forexample,theentryintoorexitfromabusinesssegment

couldbebasedonprofitabilityorgrowthexpectationsthatproveto

beunrealisticovertime.LANXESSmitigatesthisriskbycarefullyand

systematicallyprocessingdecision-makinginformation.Duringthis

process,thebusinessunitsaffectedandtheBoardofManagement

receivesupportfromdepartmentswiththerequisiteexpertiseand,

ifnecessary,fromexternalconsultants.Whengatheringinformation
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aboutpotentialM&Acandidates,itispossiblethatcertainfactsre-

quiredtoassessacandidate’sfutureperformanceortodetermine

thepurchasepricearenotavailableorarenotcorrectlyinterpreted.

LANXESSreducesthisriskbyconductingwell-structuredduediligence

analysesand,wherepossible,byconcludingappropriateagreements

withthesellers.Insufficientintegrationofacquiredcompaniesor

businessescanresultinexpecteddevelopmentsnotmaterializing.

Forthisreason,LANXESShasstructuredprocesseswithwhichfull

integrationofbusinessunitsacquiredisassured.

Thepreparatoryworkforinvestmentsthatexceedaspecifiedsignifi-

cancethresholdistheresponsibilityoftherelevantbusinessunits.

AfterreviewbyanInvestmentCommitteesetupforthispurpose,this

informationispresentedtotheBoardofManagementforadecision.

Thisprocedureensuresthatinvestmentsareinlinewithourcorporate

strategyandsatisfyourprofitabilityandsecurityrequirements.Overall,

webelievethatourinvestmentsandportfolioadjustmentsactively

contributetothefurtherdevelopmentofLANXESSbecauseofthe

careexercisedwhenweighingtheassociatedopportunitiesandrisks.

Financial risks FinancialrisksarecentrallymanagedbytheTreasury
GroupFunction.Thechieffinancialrisksthatareanalyzed,measured

andsteeredareliquidityrisks,interestraterisks,exchangeraterisks,

energyandrawmaterialpricerisks,defaultriskswithbanks,customer

risksandinvestmentrisksassociatedwithpensionassets.Detailed

informationaboutourfinancialrisksandhowwemanagethemis

containedinNote24(DerivativeFinancialinstruments)totheFinan-

cialStatements.

Legal risks CompaniesintheLANXESSGrouparepartiestovarious
litigations.Theoutcomeofindividualproceedingscannotbepredicted

withassuranceduetotheuncertaintiesalwaysassociatedwithlegal

disputes.Totheextentnecessaryinlightoftheknowncircumstances

ineachcase,LANXESShassetupriskprovisionsfortheeventofan

unfavorableoutcomeofsuchproceedings.Takingintoaccountexist-

ingprovisionsandinsurance,aswellasagreementsreachedwith

thirdpartiesinrespectofliabilityrisksarisingfromlegaldisputes,it

iscurrentlyestimatedthatnoneoftheseproceedingswillmaterially

affectLANXESS’sfutureearnings.

Inourreportinginpreviousyears,wereferredtoheightenedrisksrelat-

ingtocertainantitrustproceedingsbroughtbyregulatoryauthorities

orcivilcourtsintheUnitedStates,CanadaandEuropeconcerning

certainproductsoftheformerRubberBusinessGroup,whichwas

transferredtotheLANXESSGroupinthecourseofthespin-offfrom

BayerAG.LANXESSAGandBayerAGagreedonspecificrulesgov-

erningtheirrespectiveshareoftheliabilitiesinconnectionwiththese

proceedings.TherulesprovidethatLANXESSwillbear30%andBayer

AG70%ofsuchliabilities.LANXESS’stotalliabilitywaslimitedtoan

amountthathasnowbeenexhaustedbythepaymentswhichhave

sincebeenmade.Inadditiontothismaximumamount,itisliablefor

thereimbursementofincometaxpayableasaresultoflimitedtax

deductibilityandtheproportionatecostsofexternallegalcounsel,

whicharealsosplitbetweenLANXESSandBayerataratioof30:70.

Production and environmental risks AlthoughLANXESSapplies
hightechnicalandsafetystandardstotheconstruction,operation

andmaintenanceofproductionfacilities,interruptionsinoperations,

includingthoseduetoexternalfactors,suchasnaturaldisastersor

terrorism,cannotberuledout.Thesecanleadtoexplosions,there-

leaseofmaterialshazardoustohealth,oraccidentsinwhichpeople,

propertyortheenvironmentareharmed.Inadditiontosystematically

monitoringcompliancewithqualitystandardsaimedatavoidingsuch

stoppagesoraccidents,LANXESSisalsoinsuredagainsttheresulting

damagetotheextentusualintheindustry.Risksthatcanarisedueto

alackofplantavailabilityanddisruptionsofplantandprocesssafety

arecounteredwithacomprehensivesetofmeasures.Theseinclude

regularcompliancechecks,systematictrainingofemployeestoim-

provestandardsandsafety,andthepreparationofriskassessments.

Possibletighteningofsafety,qualityandenvironmentalregulationsor

standardscanleadtoadditionalcostsandliabilityrisksthatarebeyond

thecontrolofLANXESS.Particularlynoteworthyinthisregardisthe

implementationoftheE.U.RegulationconcerningtheRegistration,

Evaluation,AuthorizationandRestrictionofChemicals(REACH).In

additiontodirectcoststhatcouldariseduetoadditionalmeasures

necessarytocomplywiththesestandards,marketstructurescould

changetoLANXESS’sdisadvantageasaresultofashiftbysuppliers

andcustomerstoregionsoutsideEurope.

LANXESSisandwasresponsiblefornumeroussitesatwhichchemi-

calshavebeenproducedforperiodsthatinsomecasesexceed140

years.Thisresponsibilityalsocoverswastedisposalfacilities.The

possibilitycannotberuledoutthatpollutionoccurredduringthis

timethathasnotbeendiscoveredtodate.LANXESSiscommitted

totheResponsibleCareinitiativeandactivelypursuesenvironmental

management.Thisincludesconstantmonitoringandtestingofthe

soil,groundwaterandair.Sufficientprovisionshavebeensetupwithin

thescopepermittedbylawfornecessarycontainmentorremediation

measuresinareaswithidentifiedcontamination.

LANXESS’sproductportfolioincludessubstancesthatareclassified

ashazardoustohealth.Inordertopreventpossibleharmtohealth,

LANXESSsystematicallyteststhepropertiesofitsproductsanddraws

itscustomers’attentiontotherisksassociatedwiththeiruse.Wealso

carryproductliabilityinsurancethatiscustomaryinourindustry.

other risks Taxmattersaresubjecttoadegreeofuncertaintyin
termsoftheirassessmentbythetaxauthoritiesinGermanyandother

countries.EvenifLANXESSbelievesthatallcircumstanceshave

beenreportedcorrectlyandincompliancewiththelaw,thepossibility

cannotberuledoutthatthetaxauthoritiesmaycometoadifferent

conclusioninindividualcases.
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Theprovisionofcorrectinformationatthecorrecttimetothecorrect

addresseeisoneofLANXESS’ssuccessfactors.LANXESSisdepen-

dentonitsintegratedITsystemstomanagethisinformation.Inorder

toensureconstantavailabilityofitsdata,LANXESSoperatesdata

back-upsystems,mirroreddatabases,anti-virusandaccessrestriction

systems,alongwithotherstate-of-the-artsecurityandmonitoringtools.

LANXESS’sactivitiesdependonitsemployees.Withregardtohu-

manresourcesrisks,industrialactionsinsomecountriesresulting

fromdisputesabouttheimplementationofrestructuringmeasures

orinconnectionwithnegotiationsconcerningfuturecollectivepay

agreementscannotberuledout.Wecounterthisriskbyfostering

opencommunicationwithouremployeesandtheirrepresentatives.

Anotherhumanresourcesriskwefaceistheanticipatedincreasein

ourpersonnelexpensesbecauseoffuturewageincreases.Iftherate

ofincreaseisparticularlyhigh,wemaynotbeabletoraiseproductivity

enoughtocompensateforthehighercosts.

LANXESShaspreparedanextensiverangeofpreventivemeasures

tomitigatethedemographicriskandensurecontinuedaccesstoan

adequatepoolofhighlyskilledemployees.Interdisciplinaryworkgroups

atLANXESSaredevelopinginnovativeconceptstopreemptand

activelyaddressshiftsresultingfromdemographicchange–from

traineerecruitmentprogramstomeasuresallowingolderemployees

toenjoyalongerworkinglife.Wehavealsocreatedthelong-term

account,atoolthatwillgiveouremployeesinGermanygreaterflex-

ibilityinshapingtheirretirementinthefuture.

SummaryofLANXESS’soverallriskexposure LANXESS’sriskex-

posuredecreasedinthereportingyearduetotherecoveryofthe

economicenvironmentcomparedtothepreviousyear.Nonetheless,all

planningissubjecttoacertaindegreeofforecastingrisk,necessitating

flexibleadjustmentstorapidlychangingbusinessconditions.Thisis

particularlytrueinviewofthefactthatplanningandforecastsingen-

eralhavebecomesomewhatlessreliableduetothedrasticchanges

inourglobalprocurementandcustomermarketsobservedrecently.

Theworld’smajorratingagencies,Standard&Poor’s,Moody’sInves-

torsServiceandFitchRatings,haveallassessedLANXESS’sdefault

riskat“BBB”or“Baa2”withstableoutlook,whicharesolidinvestment-

graderatings.Theseratingswereagainconfirmedduringtheyear

underreview.

Becauseofourimprovedfinancialstructuresandthemanagement

flexibilityLANXESShasalreadydemonstratedinprioryears,weare

confidentthatwecansuccessfullymastertherisksthatarematerial-

izing.

Basedonanoverallevaluationofriskmanagementinformation,the

BoardofManagementatthepresenttimecannotidentifyanysuffi-

cientlylikelyrisksorriskcombinationsthatwouldjeopardizethecon-

tinuedexistenceofLANXESS.

opportunity Report

TheopportunitiesforLANXESSAGaredeterminedbytheopportuni-

tiesofthemanufacturingcompaniesintheLANXESSGroup,which

areoutlinedbrieflybelow.

TheLANXESSGroup’sstrategicalignmenthasprovensuccessful

inthehighlyvolatileeconomicenvironmentofrecentyears.The

LANXESSGroupwillcontinuetopositionitselfasaflexible,market-

facingpremiumsupplieratthecoreofthechemicalindustrythatis

applyingitsgreatinnovativecapabilitytogeneratemeasurableadded

valueforcustomers.

TheoverridingcorporateobjectiveoftheLANXESSGroupistoin-

creaseitscontrollingparameter,EBITDApreexceptionals,toaround

€1.4billionin2015.Theinvestmentprojectsalreadyunderwayare

expectedtomakeasustainedcontributionofaround€300million

toEBITDApreexceptionals.Itisplannedtogeneratetheremaining

amountfromorganicgrowthaswellasfromtargetedacquisitions,

withthefocusonorganicgrowth.

Thecompositionoftheproductportfolio,regionalfocus,strategic

acquisitions,targetedresearchanddevelopment,andavarietyof

strategicinitiativeswillbeinstrumentalinachievingthisobjective.

HeretheLANXESSGroupisaligningitselftothefourglobalmega-

trends:mobility,agriculture,urbanizationandwater.TheBRICcountries

areregardedasthemaingrowthregions.



29

m
a

n
a

G
e

m
e

n
t 

R
e

P
o

R
t 

 

oUtLook

Inrecentyears,theLANXESSGrouphassuccessfullypositionedits

productportfolioinkeycustomerindustriesandestablisheditselfin

theworld’sgrowthregions.

TheLANXESSGrouphassetaclearmedium-termearningstargetfor

futureperformance.ItisplannedtoraisetheGroup’skeycontrolling

parameter,EBITDApreexceptionals,toapproximately€1.4billionin

fiscal2015.Inordertoachievethisobjective,theLANXESSGrouphas

definedcleargrowthopportunitiesarisingfromthefourmegatrendsof

mobility,agriculture,urbanizationandwater,andadapteditsstrategic

alignmentaccordingly.

TheinvestmentsinfutureorganicgrowththattheLANXESSGrouphas

initiated,andinsomecasesalreadycompleted,willcontributesubstan-

tiallytotheearningstargetwehavedefined.Inthecomingyears,the

LANXESSGroupexpectsthesetomakeasustainedcontributionof

around€300millionperyeartoEBITDApreexceptionals.Moreover,

recentacquisitions,thesuccessfulprice-before-volumestrategy,the

focusonpremiumproducts,andproductandprocessinnovations

willprovideadditionalopportunitiesforfuturegrowth.

TherearecertainfactorsthatcaninfluenceLANXESS’sfuturebusi-

nessperformance.Theprincipalcompany-specificfactorsincludethe

developmentofrawmaterialandenergycosts.TheLANXESSGroup

expectsthesetorisein2011andispreparingforthepossibilitythat

thistrendmaycontinuethereafter.

Overall,theLANXESSGrouphasstarted2011optimisticallyand

envisagescontinuedhealthybusinessperformanceinitsthreeseg-

mentsthisyear.ThekeycustomerindustriesfortheLANXESSGroup

willalsocontinuetodeveloppositively,thoughwithregionalvariations.

TheLANXESSGroupisextremelywell-positionedtobenefitfromthis

growthagaininallsegmentsworldwidethisyear.

Againstthisbackdrop,theLANXESSGroupislookingtothefuture

withconfidenceandanticipatesthatsalesandearningsinfiscal2011

and2012willbehigherthanin2010.

LANXESSAGexpectsthepersonnelexpensesincurredforperform-

ingitstasksasamanagementholdingcompanytoriseslightlyin

2011and2012,resultinginhigheradministrationexpenses.Apart

fromthis,theearningspositionofLANXESSAGwillbedominatedby

thefinancialresult(netinterestposition,thebalanceofincomeand

lossesfrominvestmentsinaffiliatedcompanies,andotherfinancial

incomeandexpense).In2011and2012weexpectthenetinterest

positiontobenegative,whilethebalanceofincomeandlossesfrom

investmentsinaffiliatedcompaniesshouldimproveandotherfinan-

cialexpensesshouldbelower.TheearningssituationattheGroup’s

manufacturingcompanieswillsignificantlyaffecttheirabilitytopay

dividendsandthusthenetincomeofLANXESSAG.

eVentS aFteR the enD oF the FIScaL YeaR

Noeventsofmaterialsignificancehaveoccurredsincetheendofthe

2010fiscalyear.
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ReSPonSIBILItY 
Statement

Tothebestofourknowledge,andinaccordancewiththeapplicable

reportingprinciplesforfinancialreporting,thefinancialstatementsgive

atrueandfairviewoftheassets,liabilities,financialpositionandprofit

orlossofLANXESSAG,andthemanagementreportincludesafair

reviewofthedevelopmentandperformanceofthebusinessandthe

positionofthecompany,togetherwithadescriptionoftheprincipal

opportunitiesandrisksassociatedwithitsexpecteddevelopment.

Leverkusen,March2,2011

LANXESSAktiengesellschaft,Leverkusen

TheBoardofManagement

Dr.AxelC.Heitmann  Dr.WernerBreuers

Dr.RainiervanRoessel  MatthiasZachert
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aUDItoR’S RePoRt

areexaminedprimarilyonatestbasiswithintheframeworkofthe

audit.Theauditincludesassessingtheaccountingprinciplesused

andsignificantestimatesmadebytheCompany’sBoardofManaging

Directors,aswellasevaluatingtheoverallpresentationoftheannual

financialstatementsandmanagementreport.Webelievethatour

auditprovidesareasonablebasisforouropinion.

Ouraudithasnotledtoanyreservations.

Inouropinionbasedonthefindingsofouraudit,theannualfinancial

statementscomplywiththelegalrequirementsandsupplementary

provisionsofthearticlesofincorporationandgiveatrueandfair

viewofthenetassets,financialpositionandresultsofoperations

oftheCompanyinaccordancewith(German)principlesofproper

accounting.Themanagementreportisconsistentwiththeannual

financialstatementsandasawholeprovidesasuitableviewofthe

Company’spositionandsuitablypresentstheopportunitiesandrisks

offuturedevelopment.

Cologne,March3,2011

PricewaterhouseCoopers

Aktiengesellschaft

Wirtschaftsprüfungsgesellschaft

PeterAlbrecht  JörgSechser

Wirtschaftsprüfer  Wirtschaftsprüfer

(GermanPublicAuditor) (GermanPublicAuditor)

Wehaveauditedtheannualfinancialstatements,comprisingthe

balancesheet,theincomestatementandthenotestothefinancial

statements,togetherwiththebookkeepingsystem,andtheman-

agementreportoftheLANXESSAktiengesellschaft,Leverkusen,

forthebusinessyearfrom1Januaryto31December2010.The

maintenanceofthebooksandrecordsandthepreparationofthe

annualfinancialstatementsandmanagementreportinaccordance

withGermancommerciallawandsupplementaryprovisionsofthe

articlesofincorporationaretheresponsibilityoftheCompany’sBoard

ofManagingDirectors.Ourresponsibilityistoexpressanopinionon

theannualfinancialstatements,togetherwiththebookkeepingsystem,

andthemanagementreportbasedonouraudit.

Weconductedourauditoftheannualfinancialstatementsinac-

cordancewith§(Article)317HGB(“Handelsgesetzbuch”:“Ger-

manCommercialCode”)andGermangenerallyacceptedstandards

fortheauditoffinancialstatementspromulgatedbytheInstitutder

Wirtschaftsprüfer(InstituteofPublicAuditorsinGermany)(IDW).

Thosestandardsrequirethatweplanandperformtheauditsuchthat

misstatementsmateriallyaffectingthepresentationofthenetassets,

financialpositionandresultsofoperationsintheannualfinancialstate-

mentsinaccordancewith(German)principlesofproperaccounting

andinthemanagementreportaredetectedwithreasonableassur-

ance.Knowledgeofthebusinessactivitiesandtheeconomicand

legalenvironmentoftheCompanyandexpectationsastopossible

misstatementsaretakenintoaccountinthedeterminationofaudit

procedures.Theeffectivenessoftheaccounting-relatedinternalcontrol

systemandtheevidencesupportingthedisclosuresinthebooksand

records,theannualfinancialstatementsandthemanagementreport
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