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CORPORATE RESPONSIBILITY

Good for business, good for society

Sustainability and responsibility are success factors for our business activities. Continuously
evolving organizational structures and management tools enable us to take account of general
social outcomes when making decisions and to make the best possible use of human, natural,
and financial resources in the interests of sustainable development of our Group.

Thinking and acting sustainably and in an integrated manner
supports our business goals in a variety of different ways — from
higher resource efficiency to good relationships with our stake-
holders, increased risk awareness, and permanently advantageous
cost structures. We now view sustainability in a broader context
than we used to just a few years ago. In addition to the outputs
of our business activities, we also take account of our impacts,
i.e. the general social effects of our actions. Our explicit goal is to
continuously improve our understanding of these impacts — both
positive and negative — and create added value for our company
and for society. In particular, we aim to achieve further significant
progress in our material sustainability topics in line with the UN
Sustainable Development Goals (SDGs) and thereby support
the “2030 Agenda.” Our products and solutions therefore make
relevant contributions to tackling challenges such as more environ-
mentally friendly mobility, access to clean water, and feeding a
constantly growing global population. At the same time, we are
working to continuously improve our resource efficiency and avoid
or at least minimize emissions in the air, soil, and water.

Audited disclosures of the LANXESS Group
that are included in the 2018 non-financial
Group report.

NGR Q

We therefore pressed ahead with the development of corre-
sponding processes and tools intensively again in the reporting
year. For example, we performed a systematic analysis for the first
time to determine in which areas and to what extent our priorities
for sustainable development — formulated in the material topics
(see page 10) — support or conflict with the SDGs. The analysis
showed that our activities are particularly closely correlated
with SDGs 12 (Responsible Production and Consumption) and
13 (Climate Action). Detailed information can be found in the
Corporate Responsibility/Sustainable Development Goals section
of the LANXESS website. In another major project, we estab-
lished the methodological basis for an extensive risk analysis of
our suppliers from a sustainability perspective that we will perform
in the coming year (see page 31).

What all our initiatives have in common is that they originate in
an active dialog involving both internal and external stakeholders.
We are firmly convinced that a dialog-oriented approach encour-
ages integrated thinking, improves the quality of our business
decisions, and thus makes a significant contribution to fulfilling
our guiding principle “Good for business, good for society.”

In the corporate responsibility section of this Annual Report, we fulfill our obligation to issue a non-financial Group report. The non-financial disclosures required
in accordance with Sections 315b and 315c in conjunction with Sections 289c to 289e HGB and shown separately in the layout were prepared by the Board of
Management and reviewed by the Supervisory Board of LANXESS AG. The non-financial report and the associated data collection processes have undergone a
review with limited assurance in line with the auditing standard ISAE 3000 (revised) by PricewaterhouseCoopers GmbH Wirtschaftsprifungsgesellschaft on behalf
of the Supervisory Board. The audit report can be found on page 193 of this report. The reporting year is 2018. The report covers the Group companies that are
also included in the Consolidated Financial Statements. Unless indicated otherwise, the disclosures apply to continuing operations. References to disclosures not
included in the Combined Management Report of the LANXESS Group and LANXESS AG or in the consolidated/single-entity financial statements of LANXESS AG
represent further information and do not form part of the non-financial Group report. Within the non-financial report, we generally use the international standards
of the Global Reporting Initiative (GRI) as the framework for the materiality analysis and reporting on management approaches and on general and topic-specific
disclosures. Information on our business model can be found in the Combined Management Report of the LANXESS Group and LANXESS AG on page 60 of this
Annual Report. Information on environmental protection provisions can be found in Note [15] to the Consolidated Financial Statements for fiscal year 2018.

LANXESS Annual Report 2018
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Systematic Prioritization of Sustainability Topics

ACTIVE STAKEHOLDER DIALOG

Relevant stakeholders for LANXESS are groups, institutions,
or individuals with whom we maintain a direct or indirect rela-
tionship through our business activities and who therefore have
an interest in our actions. Our main stakeholder groups are cus-
tomers, capital market representatives, suppliers, the media, and
representatives from politics, public authorities, and non-govern-
ment organizations (NGOs). We engage in intensive dialog with
all of these groups. Firstly, to promote mutual understanding and
build trust with an open and constructive exchange of views. And
secondly, to continuously identify topics that are important in view
of our environment and our corporate responsibility.

One particular highlight of our dialog activities was the
round-table discussion on the Sustainable Development Goals that
we organized in December 2018. The focus was on the analysis
we performed in the reporting year to determine in which areas
and to what extent our priorities for sustainable development
support the SDGs. We discussed both the evaluation methods
themselves and the results obtained with them with expert external
stakeholders. The dialog also served as an opportunity to outline
possible development paths for the chemicals industry together
— particularly with regard to SDG 12.

An overview of the main topics and dialog forums for each rele-
vant stakeholder group and other specific activities in the reporting
year is provided in the Corporate Responsibility/Stakeholder Dialog
section of the LANXESS website.

SYSTEMATIC PRIORITIZATION OF
SUSTAINABILITY TOPICS

Identifying the main effects of our actions and incorporating
our stakeholders’ concerns into our strategy forms the basis of
our sustainability management. Our materiality analysis in line
with the requirements of the Global Reporting Initiative (GRI) is
a key tool for systematically prioritizing the wide range of action
areas and using resources as effectively as possible. The results
also influence the structure of our external reporting on the topic
of corporate responsibility.

We performed our last materiality analysis in fiscal year 2017.
This was based on the four principles of sustainability context,
materiality, completeness, and inclusion of stakeholders. As a result,
we defined seven material sustainability topics that were confirmed
by the Board of Management and the Corporate Responsibility
Committee and also formed the relevant management framework in
fiscal year 2018. The topic of good corporate governance forms the
basis for all of our business activities. A detailed description of our
process for determining material topics can be found in the Corporate
Responsibility/Material Topics section of the LANXESS website.

In addition to our materiality analysis, we came up with a
definition of materiality for the non-financial Group report — the con-
tents of which are integrated into this section of the Annual Report
—in accordance with Section 289c¢, Paragraph 3, Sentence 1 of
the German Commercial Code (HGB). The relevant disclosures
in this context are those that are necessary in order to understand
the business performance, the business results, the position of the
Group, and the effects of our activities on non-financial aspects.
For us, this means environmental issues, employee issues, human
rights, and anti-corruption. We identified social issues as not being
material for the purposes of understanding Group’s business
performance, business results, and position.

As part of our management of opportunities and risks, we
have implemented a wide range of risk-mitigating measures. With
regard to the non-financial aspects of the CSR Directive Implemen-
tation Act defined as relevant for the non-financial Group report,
as well as the aspect of social issues, a net risk analysis shows no
material risks in connection with our own business activities or
with business relationships, products, and services that are very
likely to have serious negative effects. Detailed information on
our opportunity and risk management system can be found in
the Combined Management Report of the LANXESS Group and
LANXESS AG, starting on page 98 of this Annual Report.

LANXESS Annual Report 2018
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We have formulated specific goals for all key topics. These are
based on the goal of using our operating activities to achieve an in-
crease in value for our company, our stakeholders, and society. Some
of the variable compensation of the first and second management
level below the Board of Management therefore depends on the

extent to which certain targets are achieved. In an internal working
group, sustainability experts critically examined the existing goals
and indicators, fleshed these out where necessary, and also defined
a number of new goals in the reporting year.

LANXESS Corporate Responsibility Goals

Topic Goal Indicator

Deadline Status Quo 2018 Page

Resilient Sourcing

|_|
.E
and enviro ental conditions in t 89|Oba| Supplyc ains.

Sustainability
standards in
procurement

Establishment of a systematic
sustainability risk analysis to
evaluate all suppliers

evaluated

Identification and reduction of
sustainability risks in the supply
chain

Sustainability risk

Share of suppliers

Our value chains start from a diverse, sustainable raw material portfolio. We engage with our suppliers and relevant stakeholders to improve the working

2019 The methodology behind the analysis was 31
developed and agreed upon in the reporting
year and will be implemented in 2019.
score Ongoing 31
from 2020

LANXESS Annual Report 2018
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LANXESS Corporate Responsibility Goals

Topic Goal Indicator Deadline Status Quo 2018 Page

@ Safe and Sustainable Sites

We manufacture sustainable products at competitive and sustainable chemical sites. Continuous process improvements and investments are
fundamental for our sustained success. We care about the community.

Uniform standards and  Integration of all sites (except Degree of coverage in Ongoing until  As of December 31, 2018, our matrix 14

processes worldwide Rustenburg) into the global matrix relation to sites the end of certificate covered 50 certifiable companies
certificate (ISO 9001 and ISO 2025 with 92 sites in 23 countries. A total of 23 of
14001) these sites belong to ARLANXEQ. In relation

to the number of employees, this equates
to 83% coverage of our matrix certificate.
Due to the acquisition of Chemtura, we still
have some site certificates and a region cer-
tificate; these will also be transferred to our
matrix certificate. As of the reporting date,

a total of 96% of our sites had ISO 14001
certification.

Global process safety Continuous reduction in incidents Number of reportable in-  Ongoing No incidents at LANXESS relating to facility =~ 32

relating to facility and process cidents relating to facility and process safety (ARLANXEO: 1 facility
safety and process safety safety incident).
Continuous reduction in environ-  Number of reportable Ongoing 15 environmental incidents at LANXESS, 32
mental incidents environmental incidents of which 11 occurred at acquired Chemtura

sites (ARLANXEQO: O environmental

incidents).
Continuous reduction in Number of reportable Ongoing 3 transportation incidents at LANXESS 32
transportation incidents transportation incidents (ARLANXEO: 1 transportation incident).

@ Climate Action and Energy Efficiency
Climate action based on efficient energy use is the right thing to do for society and also a key to delivering financial performance in the long-term.

Emissions” 25% decrease in COze Scope 1 Specific CO,e Scope 1 End of 2025 The specific Scope 1 emissions in 39
emissions in relation to volume emissions continuing operations have increased by
sold 8% compared with the base year 2015.

Adjusted for ARLANXEO, emissions have
decreased by 4% compared with 2015.

25% decrease in CO»e Scope 2 Specific CO,e Scope 2 End of 2025  The specific Scope 2 emissions in continuing 39
emissions in relation to volume emissions operations have decreased by 34.8%
sold compared with the base year 2015. Adjusted

for ARLANXEO, emissions are at the same

level asin 2015.

25% decrease in emissions of Emissions of non- End of 2025  The absolute VOC emissions in continuing 40
non-methane volatile organic methane volatile organic operations have decreased by 81.5%
compounds (NMVOC) compounds (NMVOC) compared with the base year 2015.

Adjusted for ARLANXEO, emissions have
decreased by 9.3% compared with 2015.

Energy efficiency” 25% increase in energy efficiency  Specific energy End of 2025  The specific energy consumption in 40
in relation to volume sold consumption continuing operations have decreased by
32.1% compared with the base year 2015.
Adjusted for ARLANXEO, emissions have
decreased by 1.2% compared with 2015.

1) Basis: December 31, 2015

LANXESS Annual Report 2018
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LANXESS Corporate Responsibility Goals

Topic Goal Indicator Deadline Status Quo 2018 Page

Energized Employees and Performing Teams

We create a motivating, energetic and health-preserving working environment for all employees, striving for high engagement and impact. We nurture
and promote a value-based, performance-orientated culture. We aim to be an attractive employer and to develop peoples’ full potential throughout their
professional life.

&,

Employee retention High employee retention: Turnover rate on the basis  Ongoing until The turnover rate on the basis of resig- 23

Voluntary turnover rate of resignations the end of nations was 3.1% in continuing operations.
below 3.5% 2023 Adjusted for ARLANXEDO, the rate was 3.3%.
Employee development At least 80% of apprentices hired  Proportion of apprentices  Ongoing until  84% (previous year: 80%) of apprentices 21
after completing their training hired in Germany the end of were hired.
2023
Occupational safety Continuous decrease in the Lost time injury frequency End of 2025  The LTIFR was 1.5 in continuing operations. 29
frequency rate per million hours rate (LTIFR) Adjusted for ARLANXEO, the LTIFR was 1.4.
worked by >50% (reference
frequency rate of 2.0 in 2016)
Diversity Increase proportion of women in  Proportion of women End of 2020  Proportion of women: 19.2% 25
middle and upper management in middle and upper (previous year: 18.3%)
to 20% management
At least one female Board of Proportion of womenon  Mid-2022 Not yet achieved 25
Management member the Board of Management
Proportion of women in the Proportion of women in Mid-2022 The proportion of women was 13.8% 25
first level below the Board of the first level below the in continuing operations. Adjusted for
Management to 15%. Board of Management ARLANXEQO, the proportion was 11.8%.
Increase the proportion of women Increase the proportion Mid-2022 The proportion of women was 19.2% 25

of women in the second
level below the Board of
Management

in the second level below the
Board of Management to 25%

in continuing operations. Adjusted for
ARLANXEQO, the proportion was 18.5%.

Sustainable Product Portfolio
Our products are manufactured and marketed so that they do not pose a risk to human or the environment. We systematically evaluate the sustainability of
our entire portfolio. Sustainability criteria are applied in the development of products and applications.

relationship

tion and maintenance of customer
loyalty: customer loyalty index > 75

score

loyalty index score in continuing operations
was 75.1.

Analysis of the product ~ 100% of the portfolio analyzed Share of sales of the prod- Ongoing The entire product portfolio was systemati- 43
portfolio from a sustain-  from a sustainability perspective ucts analyzed in relation cally analyzed in terms of sustainability.
ability perspective to the total portfolio
eu Business-Driven Innovation
We drive process, product, application and business model oriented innovation for and together with our customers and suppliers. We help our
customers to make their business sustainable.
Long-term, continuous  Developing innovative products Number of product- Ongoing until 159 projects in continuing operations were 43 et seq.,
development of prod- based on the needs and expecta-  related projects 2025 aimed at developing new/improving existing 66
ucts, applications, and tions of our customers products and applications.
processes
Continuous further development Number of process- Ongoing until 80 projects in continuing operations 43 et seq.,
of our production processes in related projects 2025 concerned process technology issues witha 66
order to maintain competitiveness view to reducing costs, improving efficiency
and achieve our climate and or increasing capacity.
energy efficiency targets
Q Valuing Customer Relations
W We value long-term customer relations, build on trust and knowing, understanding and solving the customers challenges.
Long-term customer Improvement in customer satisfac-  Customer loyalty index 2019 In the 2017/2018 survey, the customer 44

LANXESS Annual Report 2018
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Good Corporate Governance

GOOD CORPORATE GOVERNANCE

Only appropriate values, operational guidelines and organiza-
tional structures — summed up as good corporate governance —
enable our employees to act responsibly in their day-to-day work
and thus turn a relatively abstract concept into a specific corpo-
rate success factor. At LANXESS, good corporate governance
is embodied by a values-based and safety-conscious corporate
culture, effective management systems and a commitment to
internationally recognized principles of responsible management,
such as the principles of the U.N. Global Compact.

Committees and functions

To ensure that our values as well as our rules and standards
are observed and continuously developed, we have established
several specialized committees below the level of the Board of
Management and the Supervisory Board.

Compliance organization

The global compliance organization is the central point of
contact for all employees on compliance-related issues. It also
works with the organizational units to develop measures intended
to counter illegal or unethical conduct by LANXESS employees
at an early stage and to prevent improprieties. Our compliance
management system is described in the opportunity and risk
report on page 99 of this Annual Report.

Corporate Risk Committee

The Corporate Risk Committee examines and monitors the
Group’s risk profile and in this context also regularly analyzes the
key opportunities, risks, and corresponding preventive measures
in relation to sustainability. Our opportunity and risk management
system is described in detail in the Combined Management Report
starting on page 98 of this Annual Report.

Corporate Responsibility (CR) Committee

The members of this committee represent all LANXESS
business units and ensure that all LANXESS’s CR activities within
the Group are in line with our strategy. As an interdisciplinary
competence center, the committee advises both the Board of
Management and the business units on all matters relating to
sustainability. It is also responsible for collecting and maintaining
reliable data that comply with current market standards for use
in our external CR communications.

HSEQ Committee

The HSEQ Committee ensures worldwide compliance with
uniformly high quality management, safety, environmental, energy
and climate protection standards. It has responsibility for initiating
and monitoring the global implementation of all necessary HSEQ
guidelines, strategies and programs as well as for defining our
HSEQ objectives and monitoring their achievement. It also defines
the global strategy for our integrated quality and environmental
management system and our energy management system.

Responsibilities at Board Level

Supervisory Board

Matthias Zachert
CEO

Michael Pontzen
CFO

report to

Hubert Fink
Board member

Rainier van Roessel
Board member

Compliance Organization Corporate Risk Committee

CR" Committee HSEQ? Committee

Group Compliance Officers and Senior executives

local Compliance Officers

Representatives from business Senior executives

units and Group functions

> Administering the CMS?

> Supporting the organization
regarding compliance

> Developing preventive
activities

> Reviewing and monitoring
overall risk profile

> Analyzing material risks and
opportunities incl. sustaina-
bility topics

> Interdisciplinary competence
center, advising the Board
of Management on matters
relating to sustainability

Defining the global

HSEQ? guidelines, strategies
and programs

Setting and monitoring the
HSEQ? goals

Continuous development of the sustainability strategy as part of the corporate strategy

1) Corporate Responsibility
2) Health, Safety, Environment and Quality
3) Compliance Management System

LANXESS Annual Report 2018
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Integrated management system

A centrally organized management system at LANXESS
provides for the necessary global management structures in all
business processes in order to ensure responsible business activ-
ities. Globally, we base our actions on the international standards
ISO 9001 and ISO 14001 for quality and environmental manage-
ment and ISO 50001 for energy management.

Confirmation of compliance with the standards ISO 9001 and
ISO 14001 is provided in a global matrix certificate. This brings
a whole range of benefits:

> a high degree of standardization of processes

> uniform in-house guidelines and instructions

> transparent, efficient, and effective processes and controls

> considerably reduced external expense for the maintenance
and optimization of the management system, for the inte-
gration of additional management systems (e.g. ISO 50001,
sustainability standards), and for the integration of new sites
or business units.

We ensure that progress in integrating new sites into our
management system and its performance are regularly reviewed
worldwide by independent external experts. In 2018, we success-
fully passed the certification audit in accordance with the updated
standards ISO 9001:2015 and 14001:2015 and the surveillance
audit in accordance with ISO 500071. No new sites were integrated
into the matrix certificate in the reporting year. The Memphis
and Sudbury sites acquired in 2016 and our production site in
Joo Koon, Singapore, were integrated into the LANXESS manage-
ment system in 2018 and this process will be completed when
they are added to our matrix certificate in 2019. With just a few
exceptions, the sites taken on with the acquisition of Chemtura
have already been certified in accordance with ISO 9001 and most
of them have also been certified in accordance with ISO 14001.
These sites will initially continue their certifications independently.
As a chrome ore mine, our site in Rustenburg, South Africa, cannot
be allocated to LANXESS's other industry-typical business areas
in the matrix certificate. We are therefore aiming for separate
certification in accordance with ISO 9001 and 14001 for this site.

As of December 31, 2018, our matrix certificate covered
50 certifiable companies (companies with staff and in which
LANXESS has a stake of over 50%, as well as ARLANXEO
companies) with a total of 92 sites in 23 countries. A total of 23
of these sites belong to ARLANXEO. Not including Chemtura, this
equates to 98% coverage in relation to the number of employees
(notincluding ARLANXEQ: 97%). Taking account of the changes
in the Group portfolio, the level of coverage has fallen to 83%. We
are planning to gradually integrate the new sites into the matrix
certificate.

In addition, we have gradually had LANXESS AG and all
Group companies certified in accordance with ISO 50001 for
energy management in Germany and Belgium. As of Decem-
ber 31, 2018, the energy management system had reached
100% coverage in these two countries in relation to the number of
employees. The acquired former Chemtura site in Bergkamen has
its own certificate and will be integrated into the matrix certificate
in 2019. IAB lonenaustauscher GmbH also has its own certificate.
Our subsidiary LANXESS N.V. in Antwerp, Belgium, was certified
and integrated into the matrix certificate in the reporting year. In
Great Britain, energy audits in accordance with ESOS (Energy
Savings Opportunity Scheme) are required for all sites. After the
audit requirement was determined in 2018, these audits must be
conducted by the end of 2019.

In addition, LANXESS has other specific management
systems and certifications such as EMAS, RC14001 (RC =
Responsible Care®), OHSAS 18001, and KTA 1401. The status
of our certifications can be viewed at any time in the Corporate
Responsibility section of the LANXESS website.

LANXESS Annual Report 2018
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Guidelines for action

Commitment to international standards

and frameworks

With the “2030 Agenda for Sustainable Development,” the
United Nations has established the basis for global economic
progress in harmony with social justice and within the earth’s
ecological limits. The specific goals of the Agenda are set out
in the Sustainable Development Goals (SDGs). We, too, want
to achieve significant progress in our key issues in line with the
SDGs (see page 10).

The U.N. Global Compact is the world’s biggest and most
important initiative for responsible corporate governance. Based
on ten universal principles, it pursues the vision of an inclusive and
sustainable global economy for the benefit of all people, commu-
nities, and markets. As a signatory, we recognize these principles
as inalienable rights. We renewed our commitment to the U.N.
Global Compact again for 2018.

The term Responsible Care® stands for the chemical

industry’s goal of achieving progress with safety and environmental
protection, regardless of the legal specifications. We have docu-
mented our commitment to the visions and ethical concerns of this
initiative from the International Council of Chemical Associations
(ICCA) by signing the Responsible Care® Global Charter. With our
internal guidelines, we integrate the principles of the Charter into
our guiding principles and corporate strategy.

Among the internationally recognized principles of business
activity to which we are committed are the employment standards
of the International Labor Organization, an agency of the United
Nations. These are aimed at upholding globally recognized social

standards and thereby improving working and living conditions
for all people.

The Ten Principles of the U.N. Global Compact

( @

8 &=
<

L Human rights Labor

1 Businesses should support 3 Businesses should uphold

and respect the protection the freedom of association

Principle

of internationally proclaimed
human rights.

Businesses should make
sure they are not complicit
in human rights abuses.

and the effective recogni-
tion of the right to collective
bargaining.

Businesses should uphold
the elimination of all forms
of forced and compulsory
labor.

Businesses should uphold
the effective abolition of
child labor.

Businesses should uphold
the elimination of discrimi-
nation in respect of employ-
ment and occupation.

g >

. .
MR

Environment Anti-corruption

7 Businesses should support 10 Businesses should work
against corruption in all its
forms, including extortion
and bribery.

a precautionary approach
to environmental challenges.

8 Businesses should under-
take initiatives to promote
greater environmental
responsibility.

9 Businesses should encour-
age the development and
diffusion of environmentally
friendly technologies.
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Internal guidelines and regulations

Clear Rules Provide Guidance

Cor-
porate
Policy

Compliance Code

Principles of responsible business operations
and sustainable development

Code of conduct applicable throughout the
Group requiring compliance with valid laws
and international principles

Group directives

Detailed Group-wide regulations
concerning specific areas of
compliance

Standard operating procedures,
process instructions

Regulations defined at
operational level

The principles of responsible business operations and sus-
tainable development are expressed in our Corporate Policy,
which defines our general corporate philosophy and the conduct
expected of every single employee in relation to our stakeholders
in a total of eleven guidelines.

The LANXESS Code of Conduct, which is applicable
throughout the Group, requires all our employees — across all
organizational units, regions and hierarchy levels — to behave
lawfully and with integrity. Through correct and proper conduct,
each employee is required to contribute to preventing harm to
LANXESS and increasing the company’s value over the long term.
The code covers issues such as human rights, anticompetitive
behavior, anti-corruption, data protection, occupational, product
and plant safety, and environmental protection.

Other Group directives, such as the HSE directives and
the guideline on incentives, define the specific application of
regulations in the individual areas of compliance covered by the
code and are binding on all employees throughout the Group. On
the basis of these LANXESS directives, more detailed regulations
that also take account of local requirements are defined at the
operational level in standard operating procedures and process
instructions, etc. The applicable directives, standard operating
procedures and guidelines are accessible to all employees.
Employees are also regularly informed of new and updated
regulations relevant to them.

We also expect our suppliers to commit to our values and
rules, especially the U.N. Global Compact, the ILO Labor Stan-
dards and the upholding and promotion of fundamental rights of
employees, and to establish adequate systems for ensuring legally
compliant and responsible behavior. The LANXESS Supplier Code
of Conduct is part of our communication with suppliers. When we
select new suppliers, it is essential for us that they acknowledge
the principles contained in this code or have established their
own comparable regulations and management systems in line
with the U.N. Global Compact. In addition, we promote responsible
action in the supply chain with our involvement in the Together
for Sustainability initiative, which we operate jointly with 21 other
international chemical companies (see page 31).

LANXESS Annual Report 2018



(V)
-4
[
=z

Good Corporate Governance 17

Values and culture

LANXESS's identity is based on five central values: respect,
ownership, trust, professionalism and integrity. These values apply
always and everywhere —and to all employees. We seek to foster
a corporate culture in which responsible and morally irreproach-
able actions and striving for performance do not contradict but
complement each other.

Human rights

In line with our values and operational guidelines, we are com-
mitted in all our markets and supply chains to promoting respect for
human rights at all times and systematically preventing child and
forced labor, for example. At LANXESS, human rights and ethical
principles apply without restriction, even if they are not stipulated
in the legislation of individual countries. Our target is formulated
with corresponding clarity: in all areas over which LANXESS has
control, there should be no breaches of human rights. We have
included all relevant information on our commitment and on the
measures established in the Group to protect human rights in the
“LANXESS Position on Human Rights.” This document can be
viewed at any time in the Corporate Responsibility/Good Corporate
Governance section of the LANXESS website.

Direct responsibility for ensuring that human rights are
respected at all times lies with the respective management at
our sites, supported by our global compliance organization and
local Compliance Officers. At Group level, human rights are subject
to regular evaluation as part of our risk management system.
Since 2016 we have performed a risk assessment that specifically
addressed human rights at a total of seven national companies
(Brazil, China, Germany, India, Mexico, South Africa, and the U.S.).
The assessments confirm that there is a high level of awareness
of the subject and that functioning mechanisms have been es-
tablished to prevent violations of human rights. Furthermore, all
organizational units at LANXESS and their business activities
are subject to regular internal and external audits. It goes without
saying that these activities also include monitoring respect for
human rights and — if necessary — the introduction of suitable
measures to guarantee this.

Our Code of Conduct includes unambiguous instructions
regarding the respect of human rights. The code, which every
new employee receives with their employment contract, is also an
aspect of general training measures. In addition, we hold training
sessions geared towards specific selected human rights issues
such as occupational safety. If there are suspected human rights
violations, the Integrity Line and Compliance Helpdesk offer our
employees and external third parties various ways to notify the
compliance organization — also anonymously if they wish. For the
time being, the Resource Line is also still available to the former
Chemtura companies.

We have no reports or knowledge of any systematic discrimi-
nation against LANXESS employees. This includes discrimination
on the basis of race, skin color, age, gender, sexual orientation,
origin, religion, disability, trade union membership or political
opinion. In individual cases, misconduct by employees in respect
of colleagues or third parties was reported. We will not tolerate
verified misconduct and it will result in appropriate disciplinary
measures up to and including dismissal.

All acquisitions of companies or interests in companies are
subject to a careful due diligence process to ensure that human
rights are also respected by the target company. Significant
suppliers of goods and services are regularly the subject of supplier
assessments in the context of TfS audits that include aspects such
as compliance with our Supplier Code of Conduct. The audits also
cover compliance with human rights, including with regard to child
labor and forced labor. In fiscal 2018, we received no reports or
other indications of human rights violations by our suppliers. The
same applies to child labor and forced labor.

We have also established the necessary sales-related
processes to fulfill our responsibilities. This particularly includes
our processes for central product monitoring and for trade com-
pliance, especially with regard to regulations for preventing dual
use. We also systematically evaluate the impact of our products
on people as part of our portfolio analysis.

LANXESS Annual Report 2018
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Anti-corruption

By signing the U.N. Global Compact, we have undertaken
to actively counter all forms of corruption. Here too, our target
is no incidents. Prevention of corruption is part of our general
compliance management system. Organizational measures and
regulations for setting up the compliance management system as
well as responsibilities for implementation, support and continuous
monitoring of the system are defined in a guideline applicable
throughout the Group. The respective site management, supported
here too by our global compliance organization and local country
compliance officers, is responsible for preventing instances of
corruption at all times.

A Group-wide directive provides our employees with clear
guidance regarding incentives. Our employees are prohibited,
either directly or in connection with their professional duties,
from offering personal advantages to the employees of other
companies —in particular when initiating, awarding or handling an
order or assignment. Our employees are likewise prohibited from
accepting such advantages or requesting them for themselves.
Exceptions may be made for customary occasional or promotional
gifts that are symbolic in nature and of low value. If an employee
is offered such gifts, they must immediately notify their supervisor
or the compliance organization.

LANXESS may not grant advantages of any kind to public
servants or other officials in Germany or abroad. When com-
missioning service providers who have contact with officials on
behalf of LANXESS, employees must likewise ensure compliance
with the prohibition on corruption. As a basic principle, we do
not provide financial support to political groupings or parties.
LANXESS is involved in large industrial associations, which we
regard as fundamental to representing our interests. We disclose
contributions and spending on political activities transparently;
details can be found on the LANXESS Website, Corporate
Responsibility/Stakeholder Dialog at any time.

All donations require approval from a member of the Board
of Management after prior consultation with the compliance
organization.

To enhance our employees’ awareness of these rules of
conduct, the issue of corruption is regularly covered by compliance
training. In addition, we hold specific corruption training aimed at
exposed professional groups and countries. In total, over 3,000
employees took part in the compliance training sessions in the
reporting year. If there are indications of compliance violations,
our employees and external third parties can contact the compli-
ance organization via the established reporting channels — also
anonymously if they wish.

The Corporate Audit function examines and monitors imple-
mentation of our measures to prevent corruption. It applies various
analytical approaches and scopes here:

> Assessment of the risk of exposure to corruption as part of
annual audit planning, and general monitoring of the internal
control system: all business units

> Transaction monitoring to ensure compliance with company
regulations with an influence on the prevention of corruption
in the standard SAP system: at least 90% of all transactions

In fiscal year 2018, we received no reports or other indications
of cases of active corruption by LANXESS employees. Verified
cases of LANXESS employees being bribed lead to appropriate
disciplinary actions up to and including dismissal as well as con-
sideration of further legal steps. In fiscal year 2018, we recorded
a single-digit number of such cases, but these did not have any
further significant effects for LANXESS.

LANXESS Annual Report 2018



Good Corporate Governance

19

Employees

EMPLOYEES

We firmly believe that energized employees and performing
teams are crucial to a company’s long-term success. To put this
belief into practice, we launched an extensive HR transformation
project in 2017 and stepped it up successfully in the reporting
year. Taking our corporate strategy, global HR trends and the
requirements of our business units and Group functions into
account, we developed a new HR strategy, our “People Strategy,”
and then worked intensively on the strategic realignment of the HR
department. This is aimed at strengthening our regions as well as
our specialists and encouraging effective global collaboration. In
addition, we successfully started to develop modern HR products
and solutions for current and future needs of internal stakeholders.
These chiefly include streamlined, harmonized and digital processes
and systems that improve the efficiency and quality of our HR work.

Our new HR strategy is striving to energize people and to
facilitate business growth. It is based on four pillars and eight
strategic action fields that clearly guide our HR work:

~

Enabling growth

With increasingly long-term and strategic workforce planning
as well as a globally managed recruiting strategy, we are
supporting the sustainable growth of our business in line with
our corporate strategy.

Developing people

We pursue continuous talent management and a com-
prehensive training and learning concept with the aim of

~

promoting cross-functional and cross-divisional career
development, developing young talent from within our

own ranks and strengthening expertise for the LANXESS
organization of the future.

Enhancing and strengthening the HR function

We promote efficient and standardized HR processes,

act as a global team with transparent structures and establish
modern, digital HR systems and tools. We operate as a
strategic partner for the businesses.

Intensifying dialog

We strengthen exchange within and outside the HR department
in order to create greater transparency regarding HR products
and services, to enhance the role of HR as a strategic partner

~

~

and to address the needs of the various group functions and
business units in an even more targeted way.

Number of Employees

— Headcount (O Full-Time Equivalents — Headcount ARLANXEO

~o Full-Time Equivalents ARLANXEO

19,029 18 786.4 19,271 19,016.3

v v v
16,584 16,348.0 16,225 16,007.9 16,721 16,495.1 v Cos

V. V- W, v v v 3,746 3,712.3 3,830 3,794.5

3,733 3,700.1 ] ]

16,584 16,348.0
16,225 16,007.9 15,283 15,074.1
15,441 15,221.8
12,988 12,795.0
2014 2015 2016 2017 2018

Targeted recruitment of talents

With regard to the successful growth of LANXESS, strategic
recruiting will continue to be a linchpin of the HR strategy. Against
a backdrop of strong competition for talent in our core markets
and the ongoing pronounced demographic challenges (see also
page 25), we are investing in a distinctive employer brand in order
to highlight the advantages of LANXESS as an employer and spark
enthusiasm for our company among talented people from a wide
range of functions. In the reporting year, we worked intensively

to set up globally uniform recruiting with a clear target-group
approach and to use new recruiting channels. We are particularly
interested in approaching talented people actively and personally
when doing so. Therefore, we are increasingly using social media
to attract new employees.

A total of 1,051 new employees joined the Group in the
reporting year. A particular focus was placed on experienced
engineers, IT experts and digitalization specialists.
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New Employees by Age Group, Gender and Region

EMEA Germany North America Latin America Asia-Pacific Total

(excluding Germany)
Age Group f m f m f m m f m
<30 16 45 33 97 26 73 4 9 31 63 397
30-49 30 46 36 143 26 105 5 9 30 76 506
=250 2 8 8 20 26 83 1 148
Total 48 99 77 260 78 261 9 18 61 140 1,051
Total Region 147 337 339 27 201
in%
Age Group f m f m f m f m f m
<30 27.5 27.7 18.4 15.0 50.2 45.5 13.7 12.9 8.7 25.6 23.4
30-49 8.7 4.3 5.7 5.5 16.7 16.4 3.5 2.3 7.5 5.1 6.4
250 1.6 1.0 1.6 0.7 10.9 10.5 0.0 0.0 0.0 0.3 2.5
Total 9.2 4.8 5.9 4.2 17.5 16.4 4.8 3.0 11.4 6.9 6.8
Total Region 5.7 4.5 16.7 3.4 7.8

Our international graduate trainee program is a fundamental
tool for securing talent in Germany. Exceptionally well-qualified
Master's graduates are prepared for challenging specialist and
managerial tasks and gather experience abroad during the trainee
program. The program is focused on marketing/supply-chain
management, engineering, controlling & finance and human
resources. In 2018, 16 new graduate trainees (six women, ten men)
started their career at LANXESS.

Developing specialist staff from within our

own ranks

Training young people has always been hugely important to us,
both in order to safeguard the company’s future and as part of our
social responsibility. Vocational training is the basis of our strategy
of developing specialist staff for the German sites from within our
own ranks. To manage the apprenticeship program centrally, we
established a department in Leverkusen that is based in the People
Management unit and reports to the head of the HR region Germany.
It supports our scientific, technical and commercial apprentices as
well as our students on dual-study programs.

188 trainees on eight technical, scientific and commercial
career paths started their apprenticeships at LANXESS Deutsch-
land GmbH on September 1, 2018. The proportion of female
career starters was around 8% in the reporting year (previous
year: 14%).

Taking the new intake into account, there are currently
620 apprentices at LANXESS in Germany (as of Decem-
ber 31, 2018). The proportion of female apprentices across all
years is around 12%. As in the previous year, we invested a total
of around €20 million in the vocational training of young talent
in 2018.

.6%

apprentice ratio

This figure is the ratio of apprentices at
LANXESS in Germany.

Apprentices by career path®

%

@— Scientific (chemical technicians,
laboratory technicians, tanners)

— Technical (e.g. industrial mechanics, 19
electricians)

@®— Commercial (management assistants,
business IT specialists etc., including
26 students on combined vocational
training and study courses)

' WAl

1) LANXESS in Germany

Training will remain a key pillar of our HR policy in the years
ahead. Against a backdrop of demographic change and our con-
stant need for qualified young people, we plan to recruit approx.
200 apprentices a year in Germany in the next few years. In addi-
tion, it is our stated aim to retain (at least) 80% of our apprentices
after successful completion of their training. We again reached this
target in the reporting year with a retention ratio of 84% (previous
year: 80%). Outside of Germany, we have also started to offer
apprenticeship programs on a smaller scale in countries such as
Belgium, Spain, the UK, India and South Africa.
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1) LANXESS in Germany

Each year, with our XOnce program, we give school-leavers
who still do not meet academic or personal requirements for starting
an apprenticeship program immediately the opportunity to qualify
for a technical or scientific apprenticeship program — regardless of
whether this is then done externally or at LANXESS itself. Eleven
young people took part in the XOnce program in 2018. On average,
approximately 50% of participants become apprentices at LANXESS
after participating in the XOnce program.

Promoting development worldwide

Only by constantly investing in training our employees and
imparting clear, globally binding values and standards can we as
a company keep on using the opportunities of changing markets
successfully. Wide-ranging management and HR-development
tools enable and motivate our employees to act on the basis of
values, rethink issues, implement them quickly and devise solu-
tions in a team.

We have been offering global leadership training programs
since 2016 in order to embed our leadership principles more deeply
worldwide. Depending on the level of experience of participants, basic
management techniques are conveyed, refreshed and implemented
by the participants in individual measures. Since management
practice differs depending on the country and cultural environ-
ment, our training programs also take cultural differences into
account. A total of 1,004 managers have been trained, including
300 managers in 2018.

To increase the long-term dimension of leadership training
even more, we offered a “Leadership Practice Day” for alumni, i.e.
for managers who have already completed one or more leadership
training courses, for the first time in the reporting year. After a
successful pilot run in Germany, the Leadership Practice Day is
to be rolled out worldwide in 2019.

In addition to our global leadership training programs, we also
offer international training for high-performance employees with
high development and leadership potential (LILI - LANXESS Inter-
national Leadership Introduction) as well as leadership training for
shift supervisors at our German plants. Above and beyond global
leadership training, we offer regional HR development programs
for managers, for example in the Asia-Pacific region. We have
set up a regional development center here for managers with
high potential. In addition, in China, we offer a highly interactive
training format including business games to middle and top-tier
management with the INCEPTION program. In some countries,
we also use leadership training courses specifically tailored to the
country and its culture, for instance in Japan.

The performance dialog is a key tool for developing our
employees. We use it to help our managers and their employees
to compare mutual expectations regarding tasks, targets and
responsibilities more effectively and to continuously give each other
feedback, thus ensuring a lasting improvement in collaboration. The
performance dialog was available to all managers in the reporting
year and was very well received.

We also launched the first editions of our new training program
“Mindful High Performance” in 2017 and 2018. The aim of the
program is to provide mindfulness training, resulting in positive
effects on performance and well-being. Clarity, focus, authenticity
and emotional intelligence are particular focal points of the sessions.
We firmly believe that mindfulness training can encourage behavior
compatible with our value-based corporate culture. The program
runs for ten to twelve weeks — the time it takes for new modes
of behavior to become permanently embedded in the brain. On
account of the hugely positive feedback from the first group of
participants in Germany as well as the significantly positive effects
on various aspects of mindfulness — measured via an app and a
questionnaire — we decided to include the program in our regular
training options for employees and managers in Germany in the
future. A pilot was also launched in Asia in the reporting year, and
atest run in the U.S. is planned for early 2019.
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In the context of our HR transformation project, we also
sharpened the focus of talent development at LANXESS in the
reporting year and set up a new global, cross-divisional and cross-
hierarchical talent program. The program is particularly geared
towards high-performing employees who have the potential to
develop towards major leadership roles at LANXESS in the next
few years. Employees from 15 different business units and Group
functions took part in the first cycle. The aim is to encourage
cross-departmental career development and strengthen expertise
for the LANXESS organization of the future. Key topics include
dealing with complexity, new forms of collaboration, and digital
and agile management principles.

Promoting life-long learning of our employees was also
a high priority for our HR development in 2018. In the EMEA
region (excluding Germany), for example, 89% of our employees
received training to further their career or skills in the reporting
year. On average, each employee received 45 hours of training.
This targeted HR development enabled us to fill almost one third
of all vacancies in this region with qualified internal applicants.

To keep on expanding the learning options for our employees
and make them flexible, digital learning formats are already a core
part of our training portfolio. For instance, in 2018, we provided our
employees with 8,223 digital learning formats (2,857 in English,
2,683 in German and 2,683 in other languages) to improve their
IT skills. We will also take more account of the need for digital,
virtual management in our leadership training programs in the
future. For instance, in the reporting year, we revised the leadership
training course “Leading Leaders,” geared towards employees
with managerial responsibility for at least two reporting levels,
and integrated exercise units that provide training in virtual leader-
ship skills.

Leadership at the LANXESS production plants is equally
important to us. Following the successful piloting of our newly
established basic training for new plant managers, we incorpo-
rated this into our training portfolio in the reporting year, further
emphasizing the importance of safety and quality to LANXESS.
A second training module specifically for the target group of plant
managers is in the planning stage.

International deployments are another key component of our
systematic HR development. At the end of 2018, 51 employees
—i.e. around 1.6% of our specialist and managerial staff — were
working outside their contractual country as expatriates. Along
with targeted global exchange of expertise through deployment
of experts and managers, it is our ongoing aim to build up local
management with specialist knowledge and expertise and assign
challenging tasks to suitable employees at our international sites.
At sites outside Germany, 87% of our leadership positions are
currently held by local employees.

Employee commitment as

a key success factor

Committed employees are the key to strong company per-
formance, successful change and ultimately long-term corpo-
rate success. Accordingly, we intend to pay even more attention
to encouraging the commitment of our employees in the future
through leadership ability, performance management and our
desired corporate culture. Organizational responsibility for the
topics of leadership and performance management lies with the
People Management department, which directly reports to the
management team of the Human Resources department. People
Management works closely together with the Corporate Culture
office, also based in the HR department.

As part of our corporate culture, we regularly ask our employees
for feedback. To this end, we use a wide range of surveys to allow
feedback relating to the satisfaction and com