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Intermediates

Inorganic Pigments

Business units ———— Segments

> Agrochemicals
> Automotive

> Construction
Aromas and flavors

Rubber chemicals
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Semiconductors and photovoltaics

Applications

Lubricant Additives Business

Rhein Chemie

> Phosphorous-based or
brominated flame retardants
> Lubricants

> Colorants, polymer additives

Products

Liquid Purification
Technologies

Saltigo

> Color pigments

> Disinfection, preservation and
material protection products

> Products for water treatment
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~

v~ o~

Materials

Urethane Systems

Automotive
Electrical/electronics
Construction

Medical equipment
Mining

Rollers for conveyor belts
and leisure

Oil and gas

Industrial and mechanical

products

Europe no. 1-2

Market

Top 3 position

Global No. 1-4 in niches

Leading position

[ positions

Advanced Specialty Consumer Engineering Discontinued
Intermediates Additives Protection Materials Operations
Advanced Industrial Polymer Additives Material Protection High Performance Leather
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LANXESS Group
- Change m Change
€ million Q4/2019 Q4/2020 % 2019 %

Sales 1,636 1,503 (8.1) 6,802 6,104 (10.3)

Gross profit 383 377 (1.6) 1,759 1,556 (11.5)

Gross profit margin 23.4% 25.1% 25.9% 25.5%

EBITDA pre exceptionals® 197 200 1.5 1,019 862 (15.4)

EBITDA margin pre exceptionals® 12.0% 13.3% 15.0% 14.1%

EBITDA? 160 170 6.3 910 757 (16.8)

EBIT pre exceptionals” 75 84 12.0 557 396 (28.9)

EBIT? 0 35 - 407 253 (37.8)

EBIT margin” 0.0% 2.3% 6.0% 4.1%

Net income (loss) (48) 3) 93.8 205 885 >100
from continuing operations (22) 17 >100 240 908 >100
from discontinued operations (26) (20) 23.1 (35) (23) 34.3

Weighted average number of shares

outstanding 87,447,852 86,346,303 (1.3) 88,334,641 86,587,838 (2.0

Earnings per share (€) (0.55) (0.03) 94.5 2.32 10.22 >100
from continuing operations (0.25) 0.20 >100 2.72 10.49 >100
from discontinued operations (0.30) (0.23) 23.3 (0.40) (0.27) 32,5

Earnings per share from continuing

operations adjusted for exceptional

items and amortization of intangible

assets (€)? 0.64 0.82 28.1 4.73 3.50 (26.0)

Dividend per share (€) 0.95 1.009 5.3

ROCE® 10.0% 7.5%

Cash flow from operating activities —

continuing operations 267 262 (1.9) 634 594 (6.3)

Depreciation and amortization 160 135 (15.6) 5037 504 0.2

Cash outflows for capital

expenditures 213 192 (9.9) 508 456 (10.2)

Total assets 8,695 8,880 2.1

Equity (including non-controlling

interests) 2,647 2,999 13.3

Equity ratio? 30.4% 33.8%

Provisions for pensions 1,178 1,205 2.3

Net financial liabilities® 2,522 1,012 (59.9)

Net financial liabilities after deduction

of short-term money market invest-

ments and securities® 1,742 1,012 (41.9)

Change Change

Q4/2019 Q4/2020 % 2019 %
Employees (December 31) 15,4799 14,7569 4.7)
Personnel expenses (€ million) 1,345 1,307 2.8)
Work-related injuries resulting in at
least 1 day’s absence
(per million hours worked) 1.6 1.1 (31.3)
Proportion of apprentices hired in
Germany 88.0% 85.0%
Turnover resulting from voluntary
resignations 3.0% 2.2%
Specific energy consumption
(in gigajoules per metric ton of
product) 5.06' 5.65 +11.7
Specific CO,e Scope 1 emissions
(in CO, equivalents, metric tons per
metric ton of product) 0.27'9 0.29 +7.4
Specific CO,e Scope 2 emissions
(in CO; equivalents, metric tons per
metric ton of product) 0.281 0.29 +3,6
Specific water consumption
(in cubic meters/k€) 2.16 213 (1.4)

1) EBIT: earnings before interest and taxes.

EBIT pre exceptionals: EBIT disregarding exceptional
charges and income.

EBIT margin: EBIT in relation to sales.

EBITDA: EBIT before depreciation of property, plant
and equipment and amortization of intangible assets,
less reversals of impairment charges on property, plant,
equipment and intangible assets.

EBITDA pre exceptionals: EBITDA disregarding
exceptional charges and income.

EBITDA margin pre exceptionals: EBITDA pre
exceptionals in relation to sales.

See [ “Value Management and Control System” in the
combined management report for details.

Earnings per share from continuing operations adjusted
for exceptional items and amortization of intangible
assets: earnings per share from continuing operations
disregarding exceptional charges and income, amorti-
zation of intangible assets and attributable tax effects
as well as non-recurring earnings effects in the second
quarter of 2020 relating to the sale of the 40% interest
in Currenta GmbH & Co. OHG. See [ “Business
Performance of the LANXESS Group” in the combined
management report for details.

2

3) ROCE: EBIT pre exceptionals in relation to capital employed (total
assets less deferred tax assets and interest-free liabilities). Capital
employed as of December 31, 2019 and 2020, adjusted. See
[™ “Value Management and Control System” in the combined
management report for details of capital employed.

4) Equity ratio: equity in relation to total assets.

5) Net financial liabilities: sum of current and non-current financial
liabilities (adjusted for liabilities for accrued interest) less cash,
cash equivalents and near-cash assets. See [ “Value Manage-
ment and Control System” in the combined management report
for details.

6) See [ “Value Management and Control System” in the
combined management report for details of the financial assets
deducted.

7) Net of reversals of write-downs of €1 million.

8) Dividend proposal to the Annual Stockholders’ Meeting on
May 19, 2021.

9) There were 14,309 employees in continuing operations as of the
reporting date after 14,304 as of December 31, 2019.

10) Figure restated

Annual Report 2020 | LANXESS
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Letter from the CEO

2020 was a challenging year. The coronavirus pandemic has demanded a great deal
from all of us in recent months. In this situation, the most important priority has been
to protect the health of our workforce, our customers and our partners and to keep
LANXESS on course. We have all dedicated our combined strengths to take on these
challenges. | feel that | can confidently say that we have succeeded.

Our employees worldwide who have worked to keep our plants and business going
during the crisis deserve our utmost respect and gratitude.

We have had to accept setbacks in sales and profits. That said, we have made it through
this crucial year in relatively good shape. In fact, we even succeeded in concluding
the 4th quarter of 2020 as our strongest final quarter in eight years. The fact that we
managed this during the global coronavirus pandemic demonstrates once more that
we have made LANXESS highly resilient with its reorientation carried out in recent
years —including, crucially, in crisis situations.

Let's take a look at the key developments in 2020 that contributed towards ensuring
that LANXESS is now in a stronger position than ever, both strategically and financially:

> The sale of our Currenta shares significantly strengthened our liquidity once
again and created substantial financial flexibility to both enhance our portfolio
and invest in organic growth projects.

> With the foundation of our new high-margin Consumer Protection segment, we
will be focusing more heavily on consumer protection products in the future. We
are convinced that this business will provide outstanding support for our growth.

> During the summer, we launched a Group initiative for electric mobility in order to
further strengthen our market position in one of the world’s most dynamic growth
areas. The objective is to substantially expand our offering, which ranges from
high-tech plastics for electric vehicles to special chemicals for batteries.

Corporate Governance  Management Report  Financial Statements  Further Information

Our goal is to successfully do business from a sustainable perspective. For this reason,
our business activities have long been oriented according to the triad of economy,
ecology and social responsibility. As an expression of this philosophy, we renewed our
commitment to the principles of the U.N. Global Compact in 2020.

Despite the coronavirus, we are adhering to our goal of becoming climate neutral by 2040.
We have made consistent progress in this endeavor. In the past year, for example, we suc-
ceeded once again in reducing CO, emissions by over 400,000 metric tons. Water stress,
which is on the rise around the world, is also closely associated with climate change. In order
to counteract this, we have launched projects at four sites in China, India and Italy known
for their water scarcity in order to reduce our absolute water withdrawal by 15 percent by
2023. As a matter of course, the potential opportunities for optimization at all other sites
where LANXESS is active are also being analyzed and implemented when applicable.

Recognition for our commitment can be seen in top placements in international sustain-
ability indices such as the Dow Jones Sustainability Index (DJSI) World and the DJSI
Europe. The Carbon Disclosure Project (CDP) also awarded us an A grade for successful
climate management once again. We achieved a significant upgrade in the renowned
sustainability rating by MSCI ESG Research. With an ISS ESG rating of “Prime,” we also
rank among the top eight percent of 170 listed chemicals companies.

We made excellent progress in 2020 — despite the pandemic. Nevertheless, we expect
that it will have consequences for the economy. At present, no one can say for sure
exactly how severe these will be.

However, what | can promise with certainty to you, our stockholders, is that we will con-
tinue doing everything in our power to successfully lead LANXESS through uncertain
times. And we will continue to do this with growth as our objective. The operational and
strategic measures we have implemented in recent years have served to create a strong
foundation which will allow us to shape LANXESS successfully even in times such as
these. It is this task that we now take on with confidence and optimism!

Best regards,
Matthias Zachert
Chairman of the Board of Management

Annual Report 2020 | LANXESS



STRATEGY

-

— CONTENTS



Contents

\
To our Stockholders ~ Strategy ~ Corporate Responsibility

Stable through the crisis

The coronavirus pandemic posed an enormous challenge for the global economy in fiscal year 2020. In
difficult times, LANXESS performed well. In the strained macroeconomic situation, we demonstrated the

resilience of our business model as a better balanced specialty chemicals company. With a clear strategy for

a sustainable future, we continued on our set path.

A YEAR SHAPED BY THE PANDEMIC

A sharp decline in the world economy as a result of the
coronavirus pandemic left its mark on the markets. The
medium- and long-term consequences of the pandemic
are not yet foreseeable, and the pre-existing crises such as
Brexit and trade conflicts are an additional strain. Above
all, the coronavirus pandemic is putting companies’ resil-
ience to the test. Itis acting as a catalyst and accelerating
the global change process. Companies are increasingly
required to scrutinize and readjust their business models,
especially with regard to the reliability of supply chains.

Sustainability, especially climate protection, is becoming
a leading global issue. For Europe, the European Green
Deal points the way to a climate-neutral continent and
more sustainable value creation. In line with its impor-
tance for more than 90% of all value chains, the chemi-
cal industry must drive this transformation, and intends
to do so. High-tech plastics for vehicles and charging
infrastructure and specialty chemicals for battery tech-
nologies are important for modern mobility concepts.

lon exchangers support health protection and enable
millions of people to supply themselves with clean water.
Biocides and disinfectants fight germs, viruses and bacte-
ria, which are multiplying and spreading faster as global
temperatures rise.

We are ready to support and drive the transformation
for the benefit of humanity with our products and our
innovation, and in this way to sustainably create added
value for all stakeholders.

A CLEAR STRATEGY

Value-based, responsible and reliable action, combined
with clear strategic guidelines, serves as the compass
with which we will remain reliably on course even under
difficult conditions. In line with our guidelines, we are
evolving into a sustainable company in every respect.
While the macroeconomic situation is a stress test for
our strategy, we continue to build on integrated value
chains, competitive and sustainable products and sites,

LANXESS on the Capital Market ~ Corporate Governance  Management Report  Financial Statements  Further Information

and our strengths in mid-sized markets with generally
above-average growth rates. Here, we offer our custom-
ers an attractive combination of the professionalism of
a global chemicals group and the agility and proxim-
ity to customers of a specialized niche provider. Our
strategic guidelines provide a framework not only for
evaluating our own portfolio, but also for acquisitions
and investments.

The coronavirus crisis not only put the strategy to
the test, but was also enormously challenging for our
employees. On site and in their homes, they demon-
strated an exceptional degree of solidarity, commitment
and focus on finding solutions in order to guarantee the
continuity of our businesses. This is fully in line with our
[ LANXESS performance culture, which asks each and
every individual at LANXESS to have an entrepreneurial
mindset, to be open to change and to work on solutions
together in diverse teams.

Annual Report 2020 | LANXESS
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Our Strategic Guidelines

Raw materials Products & Sites

Costs Value chains

Sales markets

Growth & balance

We ensure that our value
chains originate from
globally liquid raw material
markets

products at competitive,
sustainable, and climate
neutral “Verbund sites”

We manufacture sustainable

We strengthen integrated
and balanced value chains

We keep costs competitive
across the value chain

We focus on specialty
chemicals markets with
higher profitability

We leverage long-term
growth potential in Asia
and the U.S. and balance
our regional sales

Consistent portfolio strategy

In fiscal year 2020, we came a significant step closer
to our aim of a more balanced and sustainable portfolio
from 2021. In recent years, we have made our portfolio
much more balanced and resilient through both focused
acquisitions in promising growth sectors and disposals
of business units with below-average performance. We
will continue on this path in order to make LANXESS an
even more sustainable, profitable and growing specialty
chemicals company.

The now much more balanced structure of our customer
markets has proven a stabilizing factor during the crisis.
At the same time, we have honed our profile as a spe-
cialty chemicals company. In early 2020, we strength-
ened our position as one of the world’s leading manufac-
turers of active biocidal ingredients and formulations by

acquiring the Brazilian biocide manufacturer IPEL:-Itibanyl
Produtos Especiais Ltda. We want to keep on growing
this business.

We decided to withdraw completely from the leather
chemicals business back in 2019. In 2020, we agreed
to sell the organic leather chemicals business to TFL
Ledertechnik GmbH, a global provider of leather
chemicals (subject to the authorities’ approval). This
transaction will make the LANXESS Group even less
reliant on the automotive industry, a key target industry for
leather products. As a consequence of the disposal of the
chrome chemicals business at the beginning of 2020, we
have also agreed to sell our 74% share in the main source
of raw material for this business, the chrome ore mine
in Rustenburg, South Africa, to Clover Alloys, a South
African provider of chrome sands and concentrates.

At the end of April 2020, we completed the sale of our
40% interest in the chemical park operator Currenta
GmbH & Co. OHG, Leverkusen, Germany, to Macquarie
Infrastructure and Real Assets (MIRA). Currenta manages
and operates the German chemical parks in Leverkusen,
Dormagen and Krefeld-Uerdingen, in which a significant
portion of our global production facilities are based. With
MIRA as a partner and a long-term contract package,
we have secured reliable infrastructure at competitive
conditions into the future. With MIRA as a partner and
a long-term contract package, we have secured reliable
infrastructure at competitive conditions into the future.
With a selling price of €740 million and a profit partici-
pation of €150 million, we strengthened our statement
of financial position and gained substantial financial
flexibility to enhance our portfolio, including through
external growth.

Annual Report 2020 | LANXESS
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Another important strategic measure is the repositioning
of our water treatment technology business. In line with
our focus on specialty chemicals, in July 2020 we agreed
to sell our reverse osmosis membranes business to the
French corporation SUEZ S.A., one of the world’s leading
providers of sustainable resource management. The
transaction was completed in January 2021. At the
same time, we want to strengthen our business with
ion exchange resins in order to serve the increasing
demand around the world and to grow in promising
market segments. Here, we are currently planning to
invest between €80 million and €120 million in the
construction of a new production facility, which is
expected to be completed within the next five years.
lon exchangers make an important contribution in
modern purification processes, such as drinking water
treatment or the food and pharmaceutical industries.
In the semiconductor industry, we play a key role in the
manufacture of ultra-pure water, which is required in
microchip production, for example. lon exchangers are
also used in the battery industry, energy generation and
microelectronics.

Growth from investment and innovation
We invest continuously in our businesses in order
to promote our organic growth. In addition to the
above-mentioned construction of an additional plant
for ion exchange resins, we have pressed ahead with
increasing capacity at existing plants. For example, we
have also expanded capacity for disinfectants and for
organic intermediates for the flavoring market and plant
protection.

We see targeted investments in our research and devel-
opment activities as another driver of long-term growth.
Our innovation strategy is based on three pillars: product
research closely aligned to the market and customer
requirements, centrally managed process research
focusing on energy and raw material efficiency, and agile
digitalization projects. In the reporting year, we launched
the Adiprene Green product line based on renewable
resources. The products are suitable replacements for
traditional fossil-based polyether prepolymers. They can
be used to manufacture highly durable polyurethane (PU)
elastomers. Depending on the system, a 20% to 30%
reduction in CO; can be achieved compared with con-
ventional fossil-based prepolymers. Nagardo®, a natural
preservative with a glycolipid compound extracted from
mushrooms that is effective against bacteria, fungi, and
yeasts in food and drinks, was licensed in the U.S. and
established itself among initial beverage manufacturers
on the U.S. market in 2020. With regard to the circular
economy, we are considering the possibility of a coop-
eration with the Karlsruhe Institute of Technology (KIT)
in the field of thermochemical recycling. These methods
offer an alternative to limited and complex mechanical
methods and provide an opportunity to generate valuable
raw materials for the chemical industry from waste flows.

[ Additional information on business-driven innovation

LANXESS on the Capital Market ~ Corporate Governance  Management Report  Financial Statements  Further Information

Strategic repositioning

In the reporting year, we laid important strategic founda-
tions for the future: We established the new Consumer
Protection segment, focusing on consumer protection
products. Especially considering the coronavirus pan-
demic, this turned out to be the right move. Besides
disinfectants and preservatives for material protection,
the beverage industry and household applications, the
product portfolio includes active ingredients for the agri-
cultural and pharmaceutical industries, insect repellents
and technologies for water purification. We expect the
new segment to be LANXESS’s most profitable business
with more than €1 billion in sales.

In order to make better use of the market potential in
the field of storage technology/electric mobility, one of
the most dynamic growth areas in the world, we have
launched a Group initiative for electric mobility and will
thus expand our range of high-tech plastics for electric
vehicles and specialty chemicals for batteries.

Annual Report 2020 | LANXESS
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2021 financial targets

Despite challenging conditions, our average operating
earnings margin — measured in terms of EBITDA pre
exceptionals — for the year as a whole reached 14.1%,
and is therefore within the target range of 14% to 18%
that we set for 2021 as an average over one chemical
cycle.

Financial Targets for 2021 Reflect Improved Position

EBITDA margin pre

189
exceptionals 14-18%
(average margin over
a business cycle)
Cash conversion > 60%
Margin volatility LOW

2-3%pts

Adjusted for growth investments, cash conversion in the
reporting year amounted to around 65%. We are keeping
this target in our sights, but do not see it as dogma. We
will continue to invest in attractive projects with a high
return on investment when we are convinced that we can
thus create added value for our shareholders and the

company. In contrast, we make no compromises when
it comes to our sound investment-grade rating — this will
continue to constitute a strict goal of our conservative
financial policy.

SUSTAINABILITY STRATEGY
HONED FURTHER

LANXESS intends to drive the structural change and
thus be part of the solution as a sustainable chemicals
company with long-term success. We clearly formu-
lated this ambition in our climate protection targets from
2019. By 2030, we want to reduce greenhouse gas
emissions from our production and emissions from the
energy generation required for our production by another
50%, so that LANXESS will have reduced its emissions
by 75% compared to 2004, the year it was founded. In
2040, we ultimately wish to be climate neutral.

We have begun to take the first major steps: At the
Antwerp site, we have built a new facility for the reduc-
tion of nitrous oxide, a harmful greenhouse gas. Here,
we will reduce emissions by 150,000 tons of CO»e a
year from 2021, and by another 300,000 tons after a
second expansion. In India, we are switching the energy
supply of all our sites to renewable energy sources. In the
future, we will dispense with coal and gas in India and
use only biomass and solar power. The initial results of
our measures are already visible in our carbon footprint
for the reporting year.

LANXESS on the Capital Market ~ Corporate Governance  Management Report  Financial Statements  Further Information

Water stress, which is on the rise around the world, is
closely associated with climate change. LANXESS is
also taking action here in order to counter potential risks
at an early stage. The reduction of water consumption
and wastewater discharge and the active protection of
resources at water risk locations are major goals of the
water program that we developed in the reporting year.
It paves the way for comprehensive water stewardship
that takes ecological conditions and local people’s needs
into account.

In order to be as aware as possible of the impact of our
business activity, we intensively analyze the sustainability
performance of our product portfolio with the aim of
improving it and dispensing with critical products. By
2023, we intend to develop a strategy plan for all end
products that contain more than 0.1% critical substances.

Our commitment to sustainability and long-term value
creation is also underscored by the consideration of
ESG criteria (ESG stands for the environmental, social
and governance dimensions of sustainability) in the
shaping of our financial performance. Our work toward
sustainability is also evidenced by our “sustainable”
credit facility of €1 billion, which we signed in
December 2019. The interest rate terms depend in
part on the successful reduction of our greenhouse gas
emissions and the increase in the proportion of women
at our top three levels of management. In the reporting
year, the Board of Management and the Supervisory
Board also decided that for the first time lost time injury
frequency rate (LTIFR) and the improvement of our

Annual Report 2020 | LANXESS
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carbon footprint will be used as assessment criteria in
the future for the compensation system for managers
and the Board of Management.

We see our top placements in international sustainability
indices as recognition of our efforts:

LANXESS was listed in the Dow Jones Sustainability
Index (DJSI) World for the tenth time in a row. We
improved significantly from fourth to second place in
our relevant category, “Chemicals.” Moreover, LANXESS
was included in DJSI Europe for the fourth time in a
row — as the best company in its sector. The Carbon

Disclosure Project (CDP) also awarded LANXESS an A
grade for successful climate management once again.
We achieved a significant upgrade in the renowned
sustainability ratings by MSCI ESG Research and ISS
ESG. MSCI ESG Research raised LANXESS's rating
from BBB to A. ISS ESG increased LANXESS's grade
by two notches from C to B—. We thus obtained “Prime”
status for the first time, putting us among the best 8%
of the 170 companies listed in the “Chemicals” sector.

We have made good progress. We will therefore continue
to set new, ambitious targets in order to generate long-
term value for our stakeholders.

Our Journey to Climate Neutrality
in thousands of metric tons of CO,e

6,500*

2004 2018

neutral**

2030 2040

* Emissions from CO, equivalents in 1,000 tons in terms of emissions from company-owned plants and processes as well as externally acquired,

such as electricity, steam or long-distance heating.

* Less than 300,000 tons of CO, equivalents: These will be reduced through compensation measures.
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[ Detailed information on our goals and the organi-

zational structures, management tools, and measures
that we use to address sustainability at LANXESS

Annual Report 2020 | LANXESS
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Sustainability — Success with Foresight

For LANXESS, acting sustainably means being ready for the future. So we are in a position to withstand uncertain

LANXESS on the Capital Market ~ Corporate Governance  Management Report  Financial Statements  Further Information

times: We are stable, use resources sparingly, take social responsibility, and do business from a long-term perspective.
With this entrepreneurial mindset, which is firmly rooted in our strategy, we take our global responsibility and make an
important contribution to the future — during the crisis and thereafter.

Thinking and acting sustainably and in an integrated
manner supports our business goals in a variety of dif-
ferent ways — from higher resource efficiency to good
relationships with our stakeholders, increased risk aware-
ness, and permanently advantageous cost structures.
The quality of our company is also demonstrated by the
social impact of our entrepreneurial activities. Our facil-
ities, locations, and products must have a measurable,
sustainable benefit for the community. This principle is
the starting point for our thought and action.

Our facilities, locations,
and products must have a
measurable, sustainable
benefit for the community.

Several internationally recognized standards and frame-
works give us valuable guidance in this thought and
action:

> With 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 Sus-
tainable Development Goals (SDGs).

> 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, com-
munities, and markets. As a signatory, we recognize
these principles as inalienable rights. We renewed
our commitment to the U.N. Global Compact again
for 2020.

> The term Responsible Care® stands for the chemi-
cal industry’s goal of achieving progress with safety
and environmental protection, regardless of the
legal specifications. We have documented our com-
mitment 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.

Annual Report 2020 | LANXESS
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The Ten Principles of the U.N. Global Compact

Human rights

Contributions and impact - SDG 13

CLIMATE
ACTION

Current Contribution 1 Future impact

Businesses should ...

1 ... support and respect the protection of
internationally proclaimed
human rights.

2 ... make sure they are not complicit in human
rights abuses.

Businesses should ...

Labor

3 ... uphold the freedom of association and the
effective recognition of the right to collective
bargaining.

4 .. uphold the elimination of all forms of forced and
compulsory labor.

... uphold the effective abolition of child labor.

6 ... uphold the elimination of discrimination in respect
of employment and occupation.

g Environment

Businesses should ...

7 ...support a precautionary approach to
environmental challenges.

8 .. undertake initiatives to promote greater
environmental responsibility.

9 ... encourage the development and diffusion of
environmentally friendly technologies.

:: Anti-corruption

Businesses should ...

10 ... work against corruption in all its forms, including
extortion and bribery.

Negative effects of greenhouse gas
emissions

Goal:
Steadily reduce environmental
impact

Since company was founded in 2004:
greenhouse gas emissions more than
halved

LANXESS 2040:
Climate neutral

The Sustainable Development Goals in particular pro-
vide important guidance throughout the Group in order
to translate the social 2030 Agenda into appropriate
structures, processes and goals for us as a company.
To do so, we must understand precisely how our prior-
ities — formulated in the material topics — relate to the
priorities of the international community. The analysis of
our impact on the SDGs has shown that we are creating
societal value and have a positive impact on many SDGs.
At the same time, however, the challenges are also made
clear —for example in the fields of climate protection and
occupational safety.

[_1 Further information on our contributions and the

effects of our business activity in relation to the SDGs

We meet these challenges by following the development
of the SDGs and reconciling the positive and negative
contributions of our business activities, our initiatives and
our measures with the SDGs. We are working particu-
larly hard on the topic of climate protection (SDG 13).
Between 2004 and 2018, for example, we halved our
greenhouse gas emissions from around 6.5 million tons
of CO,e to about 3.2 million tons. We wish to stay on this
trajectory. As part of our global climate strategy, we have
set out to become climate neutral by 2040.

[N Further information on our global climate strategy

The [ use of water is also an important aspect when
it comes to climate protection.

C_JFurther information on our LANXESS Water Program
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ACTIVE STAKEHOLDER DIALOG

Relevant stakeholders for LANXESS are groups, institu-
tions, or individuals with whom we maintain a direct or
indirect relationship through our business activities and
who therefore have an interest in our actions. Our main
stakeholder groups are customers, capital market rep-
resentatives, suppliers, the media, and representatives
from politics, public authorities, and non-government
organizations (NGOs). We engage in intensive dialog
with all of these groups. Firstly, to promote mutual under-
standing 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. We are convinced that this
dialog-oriented approach encourages integrated think-
ing and improves the quality of our business decisions.

In the reporting year, we discussed one of our most
important climate targets with various stakeholders:
“On the Way to Climate Neutrality” was the theme of
our virtual stakeholder roundtable, attended by represen-
tatives from several institutions, LANXESS cooperation
partners, customers, and representatives from NGOs

Corporate Governance

and trade unions. In addition to a presentation on climate
neutrality in the chemical industry (Chemistry Roadmap
2050 study) and the unveiling of LANXESS's global
climate strategy, we used the interactive possibilities of
the virtual format for discussions in break-out groups.
In these smaller groups, the discussions took a look
at special challenges on the way to climate neutrality:
the development of renewable energy, opportunities
to continue reducing emissions in the value chain, and
companies’ and politicians’ use of suitable tools for the
purpose of climate protection. We will include insights
gained from these discussions in the further drafting of
our climate strategy.

The World Business Council for Sustainable Develop-
ment (WBCSD), which we joined on January 1, 2020, is
an important dialog forum for LANXESS. The WBCSD
is a global, CEO-led organization committed to accel-
erating the pace of change toward a more sustainable
world. In six work programs, the network develops eco-
nomic concepts and business models to conserve the
world’s resources while feeding a growing population
and ensuring future-proof mobility and livable cities.
The WBCSD'’s approximately 200 member companies

Management Report

Financial Statements  Further Information

represent 19 million employees and USD 8.5 trillion in
sales. Thanks to our membership, we will cooperate
actively on the transformation of industry and global
value chains and can thus align our business strategies
atan early stage.

L Further information on the main topics and dialog

forums for each relevant stakeholder group and other

specific activities in the reporting year

SYSTEMATIC PRIORITIZATION OF
SUSTAINABILITY TOPICS

Identifying the main effects of our actions and incor-
porating 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 system-
atically 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.

Annual Report 2020 | LANXESS
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The materiality analysis in 2020 is based on our exten-
sive materiality analysis from fiscal year 2017. It was
based on four principles: sustainability context, mate-
riality, completeness, and inclusion of stakeholders. As
a result, we defined seven material sustainability topics
that were again confirmed by the Board of Management
and the Corporate Responsibility Committee in 2020 and
thus formed the relevant management framework. The
topic of good corporate governance forms the basis for
all of our business activities. 1 Further information on
the description of our process for determining material

topics

NFR Q@

In addition to our materiality analysis, we came up with
a definition of materiality for the non-financial Group
report — the contents of which are integrated into this
section of the Annual Report and distinctly identified — 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 busi-
ness results, the position of the Group, and the effects
of our activities on non-financial aspects. For us, this
means environmental issues, employee and social issues,
human rights, and anti-corruption. We have distinctly
identified these parts of the report.

Management Report
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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 Implementation Act defined as relevant for
the non-financial Group report, 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. (& Further information on the opportunity and
risk management system

We have formulated specific goals for all key topics.
These are based on the goal of using our operating
activities to achieve an increase in value for our com-
pany, 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
a working group, internal sustainability experts again
systematically examined the existing goals and indicators,
fleshed these out where necessary, and also defined new
goals in the reporting year.

The table below provides an overview of all corporate
responsibility goals in the LANXESS Group. Further infor-
mation on the individual goals and associated measures
can be found in the following pages.

Annual Report 2020 | LANXESS
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LANXESS Corporate Responsibility Goals

Topic Goal Indicator Deadline Status Quo 2020 SDG Page
Resilient Sourcing 1,8
8=2'  Ourvalue chains start from a diverse, sustainable raw material portfolio. We engage with our suppliers and relevant stakeholders
to improve the working and environmental conditions in the global supply chains.
Establishment of a systematic Status inquiry to identify relevant suppliers with Share of suppliers 2021 The migration of the risk analysis system with the objective of mapping risk more 39-40
sustainability risk analysis to high risk level evaluated precisely resulted in delays. The timeframe has been extended accordingly from
evaluate all suppliers 2020 to 2021.
Identification and reduction of Differentiation of risk score by goods group/country = Sustainability risk score 2021 Adjustment of timeframe from 2020 to 2021 necessary due to the migration of the risk 39-40
sustainability risks in the supply ~ (levels 1-6) analysis system.
chain
@ Safe and Sustainable Sites 3,4,6,8,
We manufacture sustainable products at competitive and sustainable chemical sites. Continuous process improvements and investments are fundamental for our sustained success. 9,12,13
We care about the communities of which our sites are a part.
Uniform standards and process-  Integration of all sites into the global matrix Degree of coverage in Ongoing As of December 31, 2020, our matrix certificate covered 39 certifiable companies with 20-21
es worldwide certificate (ISO 9001 and ISO 14001) relation to sites until the end of 74 sites in 21 countries. In relation to the number of employees, this equates to 88%
2025 coverage of our matrix certificate. Due to the changes in our site portfolio in recent
years, we still have some site certificates and a region certificate; these will also be
transferred to our matrix certificate. As of the reporting date, a total of 98% of our sites
had ISO 14001 certification.
Global process safety Continuous reduction in incidents relating to facility Number of reportable Ongoing In total, there were seven relevant incidents, of which four are classified as reportable. 41-42
and process safety incidents relating to facility
and process safety
Continuous reduction in environmental incidents Number of reportable Ongoing There were two environmental incidents (release of saline solution) in El Dorado, U.S. 41-42
environmental incidents
Continuous reduction in transportation incidents Number of reportable Ongoing There was a transportation incident with relevant product release in India. 41-42
transportation incidents
Water consumption Reduction of specific water consumption by 2% Water consumption Ongoing The specific water consumption of continuing operations amounted to 2.18 cubic 44
per year in cubic meters per meters/thousand euro (+0.9% year-on-year). Including the Leather business unit, the
thousand euros of sales figure was 2.13 cubic meters/thousand euro (~1.4% year-on-year).
Wastewater Reduction of total organic carbon (TOC) by 2% Kilograms per thousand Ongoing The specific TOC of continuing operations amounted to 0.20 kilograms/thousand euro 44
per year euros of sales (+11.1% year-on-year). Including the Leather business unit, the figure was 0.19 cubic
meters/thousand euro (+5.6% year-on-year).
Water risk sites Introduction of a water stewardship program Percentage of sites that 2023 The implementation of the developed standard will begin in 2021. 42-44
have introduced a water
stewardship program
Reduction of absolute water withdrawal by 15% Absolute water withdrawal 2023 Absolute water withdrawal at water risk sites has already been reduced by 3%

in cubic meters

compared with the base year 2019.
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LANXESS Corporate Responsibility Goals

Topic Goal Indicator Deadline Status Quo 2020 SDG Page
Climate Action and Energy Efficiency 3,7,8,12,
For LANXESS, 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. 13
Emissions Reduction of CO,e emissions by 65% versus 2004~ Absolute CO,e emissions  End of 2025 In continuing operations, absolute CO,e emissions amounted to 2,533 thousand metric 51
(establishment of LANXESS; (Scope 1 and 2) tons.
6.5 million metric tons of COe) Including the Leather business unit, the figure was 2,565 thousand metric tons of CO,e.
Both cases constitute a 61% reduction versus 2004, when the company was founded.
Including update of 2025 targets from 2015: The specific Scope 1 emissions of continuing operations increased year-on-year to 51
> Reduction of specific Scope 1 0.30 metric tons of CO,e per metric ton of product. Including the Leather business unit,
emissions to < 0.19 (CO, equivalents, the figure was 0.29 metric tons of CO,e per metric ton of product.
metric tons per metric ton of product)
> Reduction of specific Scope 2 The specific Scope 2 emissions of continuing operations likewise increased year-on-
emissions to < 0.24 (CO, equivalents, year to 0.30 metric tons of CO,e per metric ton of product. Including the Leather
metric tons per metric ton of product) business unit, the figure was 0.29 metric tons of CO,e per metric ton of product.
Reduction of emissions of non-methane volatile Absolute End of 2025 The absolute VOC emissions were reduced by 78% compared to the base year. 52
organic compounds (NMVOC) by 25% comparedto  NMVOC emissions This applies both to continuing operations and including the Leather business unit.
base year 2015
Reduction of CO,e emissions by 75% versus Absolute CO,e emissions  End of 2030 49-50
2004 (establishment of LANXESS: 6.5 million (Scope 1 and 2)
metric tons of CO,e)
Climate neutrality for the entire Group Absolute CO,e emissions  End of 2040 49-50
(Scope 1 and 2)
Energy efficiency Increase in energy efficiency of 40% to Energy efficiency End of 2025 Energy efficiency deteriorated slightly. For continuing operations, specific energy 52-53
< 1.24 (MWh/t) compared to base year 2015 consumption amounted to 1.59 MWAh/t. Including the Leather business unit, the
figure was 1.57 MWh/t.
Energized Employees and Performing Teams 3,458
770 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 The turnover rate on the basis of resignations was 2.2% both in continuing operations 29
Voluntary turnover rate below 3.5% of resignations until the end of and including the Leather business unit (previous year: 3.0%).
2023
Employee development At least 80% of apprentices hired after completing ~ Proportion of apprentices ~ Ongoing 85% (previous year: 88%) of apprentices were hired. 26-27
their training hired in Germany until the end of
2023
Occupational safety Continuous decrease in the LTIFR by >50% LTIFR End of 2025 The LTIFR was 1.0 in continuing operations. Including the Leather business unit, 38

(reference LTIFR of 2.0 in 2016)

the LTIFR was 1.1.
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LANXESS Corporate Responsibility Goals

Topic Goal Indicator Deadline Status Quo 2020 SDG Page
Employee welfare/work-life 95% of countries in which we operate have derived  Proportion of countries” End of 2022 At the end of 2020, the proportion in continuing operations was 78%. Including the 34
balance and implemented specific guidelines and/or cor- that have derived and im- Leather business unit, the proportion was 75% (previous year: 74%).

responding models for flexible working conditions  plemented specific guide-
from our global “Xwork” principles. lines and/or corresponding

models for flexible working
conditions from our global
“Xwork” principles

Diversity & inclusion Increase proportion of women in middle and upper  Proportion of women in End of 2020 The proportion of women was 19.9% in continuing operations. Including the 32
management to 20% middle and upper man- Leather business unit, the figure was 19.7% (previous year: 19.8%).
agement
At least one female Board of Management member  Proportion of women on Mid-2022 By resolution of the LANXESS Supervisory Board of December 11, 2019, 32
the Board of Management Stephanie CoBmann was appointed as a member of the Board of Management
and as Labor Relations Director with effect as of January 1, 2020.
Increase the proportion of women in the first level Proportion of women in the Mid-2022 The proportion of women was 17.1% in continuing operations. Including the 32
below the Board of Management to 15% first level below the Board Leather business unit, the figure was 16.7% (previous year: 20.9%).

of Management

Increase the proportion of women in the second Proportion of women in Mid-2022 The proportion of women was 23.7% in continuing operations. Including the 32
level below the Board of Management to 25% the second level below the Leather business unit, the figure was 23.4% (previous year: 25.1%).
Board of Management

At least 30% female and 40% non-German partici-  Proportion of female and Ongoing With a total of 89 participants in 2020, the proportions amounted to 30% female and 28
pants in LANXESS corporate talent programs non-German participants  until the end 619% non-German participants (previous year: 31%/49% respectively).

in LANXESS corporate of 2022

talent programs

Sustainable Product Portfolio 3,12,13
Our products are manufactured and marketed so that they do not pose a risk to humans or the environment. We systematically evaluate the sustainability of our entire portfolio.
Sustainability criteria are also applied in the development of products and applications.

Active portfolio management Development of a strategy plan for all end products  Development of a strategy 2023 The strategic evaluation of products with a sustainability risk in the total sales of 54-55
from a sustainability perspective  with more than 0.1% critical substances. plan products with a sustainability risk is complete. The work on the new strategy plan
has begun.
Inspection and, if necessary, optimization of the Proportion of inspected/ 2026 The project started in mid-2019. The proportion of inspected/updated dossiers is 7%. 54-55
quality of all registration dossiers that were pre- updated dossiers

pared in accordance with the REACH Regulation
under the guidance of LANXESS

1) Countries in which LANXESS operates.
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LANXESS Corporate Responsibility Goals

Topic Goal Indicator Deadline Status Quo 2020 SDG Page
e.' Business-Driven Innovation 1,8,9,12
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 develop-  Developing innovative products based on the Number of product-related  Ongoing until 134 projects in the reporting year were aimed at developing new/improving existing 56-57
ment of products, applications, needs and expectations of our customers projects 2025 products and applications.
and processes
Continuous further development of our production  Number of process-related  Ongoing until 75 projects in the reporting year concerned process technology issues with a view to 56-57
processes in order to maintain competitiveness and  projects 2025 reducing costs, improving efficiency or increasing capacity.
achieve our climate and energy efficiency targets
Q Valuing Customers Relationships
@ We value long-term customer relationships, built on trust and knowing, understanding and solving the customers’ challenges.
Long-term customer relationship  Improvement in customer satisfaction and mainte- Customer loyalty index 2020 In the 2019/2020 survey, the customer loyalty index score was 77. 57-58

nance of customer loyalty: customer loyalty index >75  score

The survey is carried out every two years.

NFR Q@
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GOOD CORPORATE GOVERNANCE

LANXESS's corporate culture 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 irreproachable
actions and striving for performance do not contradict
but complement each other.

Our central values, supplemented by operational guide-
lines and organizational structures — summed up as
good corporate governance — enable our employees to
act responsibly in their day-to-day work and thus turn

'8
=z

a relatively abstract concept into a specific corporate suc-
cess 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.

Compliance organization and committees
To ensure that our values as well as our rules and stan-
dards are observed and continuously developed, we have
established the compliance organization and several
specialized committees below the level of the Board of
Management.

NFR Q@

Compliance organization

The global compliance organization is made up of the
Group Compliance Officer, the regional Compliance
Officers, and a network of local Compliance Officers.
They are available to all employees as contact persons
for any compliance-related issues. In coordination with
the organizational units, measures are also developed in
order to counter illegal or unethical conduct by LANXESS
employees at an early stage and to prevent improprieties.
The direct reporting line from the Group Compliance
Officer to the Board of Management guarantees that
the Board of Management members receive regular
information. [ Further information on the compliance
management system

Annual Report 2020 | LANXESS
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Sustainability Committees and Board of Management Responsibilities in Fiscal Year 2020

‘ Supervisory Board ‘

Dr. Stephanie CoBmann
Board member

Michael Pontzen
CFO

L}

report to

Dr. Hubert Fink
Board member

Dr. Stephanie CoBmann
Board member

Compliance Organization Corporate Risk Committee

CR" Committee HSEQ? Committee

Global Compliance Organization Senior executives

and local Compliance Officers

~

> Administering the CMS?

> Supporting the organization
regarding compliance

> Developing preventive
activities

Reviewing and monitoring
overall risk profile
Analyzing material risks
and opportunities

incl. sustainability topics

~

Representatives from business Senior executives

units and Group functions

Defining the global
HSEQ? guidelines,
strategies and programs
Setting and monitoring the
HSEQ? goals

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

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.

Corporate Risk Committee

The Corporate Risk Committee is responsible for the
structure and implementation of the Group-wide risk
management process. It is headed by the Chief Finan-
cial Officer and comprises representatives of selected
Group functions. The committee examines and monitors
the Group's risk profile and in this context regularly
analyzes the key opportunities and risks as well as
the corresponding preventive measures — including in
relation to sustainability. & Further information on the
opportunity and risk management system

NFR Q@

Corporate Responsibility (CR) Committee

This committee comprises representatives of all LANXESS
business units and the Labor Relations Director as rep-
resentative of the Board of Management. The members
ensure that all CR activities within the Group are in line with
our strategy. As an interdisciplinary competence center,
the committee advises both the full Board of Management
and the business units on all matters relating to sustain-
ability. It is also responsible for collecting and maintaining
reliable data that comply with current market standards
for use in our external CR communications.

Management Report

NFR Q
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HSEQ Committee

The HSEQ (Health, Safety, Environment and Quality)
Committee ensures worldwide compliance with uniformly
high quality management, safety, environmental, energy
and climate protection standards and develops a unified
understanding of management principles relating to these
subjects. It has responsibility for initiating and monitoring
the global implementation of all necessary HSEQ guide-
lines, 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. The committee, which is chaired
and led by three Board of Management members, com-
prises all global heads of business and staff units.

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 activities. Globally, we base our actions on the
international standards ISO 9001 and ISO 14001 for
quality and environmental management 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 integration of

Annual Report 2020 | LANXESS
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Internal guidelines and regulations

The principles of responsible business operations and

o additional management systems (e.g. ISO 50001, energy management system had reached coverage of over
-4
L 99% in these two countries in relation to the number of

-4
sustainability standards), and for the integration of L

()
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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 2020, we successfully passed the surveillance audits
in accordance with the standards ISO 9001:2015,
14001:2015 and ISO 50001:2018. In the reporting year,
the site in Latina, Italy, acquired from Chemtura and the
Urethane Systems business unit's new plant in Porto Feliz,
Brazil, were added to the matrix certificate. With just a few
exceptions, the other sites taken on with the acquisition
of Chemtura have already been certified in accordance
with ISO 90071 and most of them have also been certified
in accordance with ISO 14001. For the time being, they
hold these certifications separately. We are planning to
gradually integrate these sites into our matrix certificate.

As of December 31, 2020, our matrix certificate covered
39 certifiable companies (companies with staff and in
which LANXESS has a stake of over 50%) with a total
of 74 sites in 21 countries. In relation to the number of
employees, this equates to 88% coverage.

In addition, we have had LANXESS AG and all major
Group companies certified in accordance with ISO 50001
for energy management in Germany and Belgium. The
only exceptions are IMD Natural Solutions GmbH and
CheMondis GmbH, both of whose energy consumption
is below the minimum threshold for the performance of
mandatory energy audits in accordance with EDL-G (Ger-
man Energy Services Act). As of December 31, 2020, the

employees. IAB lonenaustauscher GmbH has its own cer-
tificate. Outside Germany and Belgium, we are continuing
to pursue our strategy of regional and local certifications.
In Great Britain, our sites are certified in accordance with
ESOS (Energy Savings Opportunity Scheme), for example.

In addition, individual LANXESS Group companies and
sites have other specific management systems and
certifications such as EMAS, RC14001 (RC = Responsible
Care®), ISO 45001, and IATF 16949. 1 Further infor-
mation on the status of our certifications

sustainable development are expressed in our Corporate
Policy, which defines our general corporate philosophy and
the conduct of all employees 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 responsible for helping
to prevent harm to LANXESS and increase the company’s

Clear Rules Provide Guidance

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

Annual Report 2020 | LANXESS


https://lanxess.com/en/Responsibility/References/Certifications
https://lanxess.com/en/Responsibility/References/Certifications

Contents

22

NFR @)

To our Stockholders  Strategy  Corporate Responsibility

value over the long term. The code covers issues such
as human rights, cartel and antitrust law, 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 for our staff throughout the
Group. On the basis of these LANXESS directives, more
detailed regulations that also take account of local require-
ments 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.

Human rights

In line with our values and operational guidelines, we
are committed 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 prin-
ciples 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 .3 “L ANXESS Position on Human Rights.”

LANXESS on the Capital Market
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Direct responsibility for ensuring that human rights are
respected at all times lies with the respective manage-
ment at our sites, supported by our global compliance
organization and by the regional and local Compliance
Officers. At Group level, human rights are subject to reg-
ular evaluation as part of our risk management system.
For example, we conduct specific risk assessments in
all national companies with regard to the potential risk
of human rights violations. The general risk potential
across the Group is determined annually, and national
companies with elevated risk potential are subjected to
an additional, comprehensive risk assessment at least
every three years. This accounts for all fundamental
risks of human rights violations, including such import-
ant issues as child labor, modern slavery and human
trafficking. The risk assessments are coordinated by
Group headquarters and carried out by the responsible
departments at national level. The assessments confirm
that there is a high level of awareness of the subject and
that functioning mechanisms have been established 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.
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Our Code of Conduct includes unambiguous instruc-
tions regarding the respect of human rights. The code,
which all new employees receive with their employment
contract, is also an aspect of general training measures.
In addition, we hold training sessions geared toward spe-
cific selected human rights issues such as occupational
safety. If there are suspected human rights violations,
the Compliance Helpdesk and the “SpeakUp” reporting
system offer our employees and external third parties
various ways to notify the compliance organization —also
anonymously if they wish.

We have no reports or knowledge of any systematic dis-
crimination against LANXESS employees. This includes
discrimination on the basis of skin color, age, gender,
sexual orientation, origin, religion, physical and mental
abilities, 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 appropri-
ate disciplinary measures up to and including dismissal.

We also expect our suppliers to commit to values and
rules, especially the principles of the U.N. Global Com-
pact and the ILO Labor Standards, and to establish
adequate systems for ensuring legally compliant and
responsible behavior. When we select new suppliers,
it is essential for us that they acknowledge the princi-
ples on respect for human rights contained in our Sup-
plier Code of Conduct or have established their own
comparable regulations and management systems
in line with the U.N. Global Compact. In addition, we
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promote responsible action in the supply chain with our
[N involvement in the Together for Sustainability (TfS)
initiative, which we operate jointly with other international
chemical companies. Under this initiative, companies
that supply significant goods and services are regularly
assessed in the context of TfS audits. These supplier
assessments also cover compliance with aspects of our
Supplier Code of Conduct, such as compliance with
human rights, including with regard to child labor and
forced labor. In the reporting year, we received no indi-

cations of human rights violations by our suppliers.

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 compliance, especially with regard to reg-
ulations for preventing dual use. We also systematically
evaluate the impact of our products on people as part
of our portfolio analysis.

All acquisitions of companies, interests in companies, or
businesses are subject to a careful due diligence process
to ensure that human rights are also respected by the
target company.

Anti-corruption

By signing the U.N. Global Compact, we have under-
taken to actively counter all forms of corruption. This
undertaking is also contained within the LANXESS Code
of Conduct, wherein we make all employees aware of

LANXESS on the Capital Market
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this topic. Our target is clear: no incidents. Prevention
of corruption is part of our general compliance manage-
ment 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 respec-
tive site management, supported here too by our global
compliance organization and by regional and local com-
pliance 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. If
an employee is offered such gifts, they must immediately
notify their supervisor or the compliance organization.
Exceptions may be made for customary occasional or
promotional gifts that are symbolic in nature and of low
value.

LANXESS must not grant advantages of any kind to
public servants or other officials in Germany or abroad.
When commissioning service providers who have
contact with officials on behalf of LANXESS, employees

Management Report
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must likewise ensure compliance with the prohibition on
corruption. As a basic principle, we do not provide finan-
cial 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.

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 corrup-
tion training aimed at exposed professional groups and
countries. In the reporting year, we carried out compli-
ance training sessions with a total of over 4,500 partic-
ipants worldwide. If there are indications of compliance
violations, our employees and external third parties can
contact the compliance organization — anonymously
if they wish. In the reporting year, a new, Group-wide
reporting system was introduced, which not only allows
potential violations to be reported in writing or by tele-
phone, but also enables secure and anonymous commu-
nication in over 20 languages between the compliance
organization and the individual making the report.
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The Corporate Audit function examines and monitors
implementation 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 monitor-
ing of the internal control system: all business units

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

In fiscal year 2020, 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 consideration of further
legal steps. In the reporting year, we recorded a low
single-digit number of such cases, but these did not have
any further significant effects for LANXESS.

We also communicate our clear expectations for the
prevention of corruption to our suppliers and service
providers in our Supplier Code of Conduct. It makes
the clear demand that our suppliers must not engage in
bribery, fraud or extortion. It is essential for us that they
acknowledge the principles contained in the Supplier
Code of Conduct or have established their own com-
parable standards. If suppliers or service providers do
not complay with these principles, this may lead to the
termination of the contractual relationship.

Corporate Governance

EMPLOYEES

After the successful implementation of our global trans-
formation project, we have a regionally and globally har-
monized and well connected organizational structure in
Human Resources. The new structure enables the Human
Resources Group function to provide the best possible
support for LANXESS’s operating business. In order to
integrate further, since mid-2020 we have been working
to make responsibilities and decision-making processes
more transparent. With the ONE HR initiative, we intend
not only to accelerate internal decision-making processes
globally, but also to generate a shared understanding of
central HR processes in the Group.

All measures in connection with our HR work serve the
rigorous application of our “People Strategy,” which we
check regularly for potential updates. Derived from our
mission to motivate people and facilitate business growth,
we adopted an updated version of the “People Strategy”
in the reporting year. Our “People Strategy” is based on
four pillars:

~

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 employees and leadership skills
Based on continuous dialog with our employees,
we follow a comprehensive training and learning
concept with the aim of promoting cross-functional
and cross-divisional career development and

~
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strengthening the LANXESS organization of the
future. The development of good leadership skills
is particularly important to us, as they are a corner-
stone of our corporate culture.

Enhancing and strengthening HR work

We promote efficient and standardized HR pro-

~

cesses, act as a global team with transparent
structures and consistently drive the digitalization of
our HR systems and tools. We operate as a strategic
partner for the businesses.

Acting as partners

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.

In the reporting year, we initiated or continued a great
many projects and measures while the coronavirus pan-
demic shaped our day-to-day work. Our pandemic crisis
team ensured that the entire workforce was protected
and that production continued to function without inter-
ruption. It regularly reported to the Board of Management
and executive management about the global infection
rate at LANXESS and the resulting, regionally varying
risks for the Group. ™ Further information on health and
safety measures for our employees and on LANXESS's

support for external organizations
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Coronavirus accelerates digital
transformation of work

In addition to all its challenges, the pandemic also
ultimately meant that we expanded our IT capacity in
2020 and significantly increased the digitalization of
our processes, ways of working and forms of commu-
nication. Above all, we succeeded in quickly switching
to digital formats — alongside an offering of supporting
measures tailored to the needs of the respective users.
We encouraged remote work and virtual cooperation
wherever possible. Remote work offers a great degree
of flexibility, because employees — if the nature of their
work at LANXESS is suited to this — can work either from
home or from somewhere else. In general, our support
took the form of information and advice, but also tar-
geted measures and offers. The Board of Management
sent regular e-mails about coronavirus developments,
and information was provided on the intranet or in the
electronic coronavirus booklet. Our digital offering for
further measures comprised workshops for various tar-
get groups with appropriate focus areas or videos and
newsletters with tips for best working practice. We also
offered mentoring as well as virtual opportunities for
training and communication, both regionally and glob-
ally. In addition, various conferences were held virtually.

In HR services, we technically updated the digital system
solution for our processes introduced in 2019. From
2021, we can use a new “compensation module” for
processes in the system solution relating to compen-
sation. It already includes recruitment and onboarding,
performance management, document management and

self-service functions for employees. The system allows
us to be more transparent throughout the Group and to
harmonize processes.

Other HR activities in the reporting year related, for
example, to[ N digital learning and [ ensuring knowl-
edge transfer and digital knowledge management in
production. In addition, we rolled out [ ™ mindfulness
training globally and conducted [ a global survey on
satisfaction and the work environment. For the future
design of the LANXESS working world as part of the
digitalization strategy, LANXESS agreed joint[ N action
areas with the Central Works Council and the German

Mining, Chemical and Energy Industrial Union.
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Winning the competition for diversity
Against a backdrop of strong competition for talent in
our core markets and the [ ™ demographic challenges,

we see recruitment as a strategic issue. We invest in a
distinctive employer brand in order to highlight the advan-
tages of LANXESS as a global and socially responsible
employer. Our employer branding centers on authen-
ticity and diversity. We communicate this branding via
social media, where we share a mix of company, product
and HR information in order to spark enthusiasm for our
company among talented people from a wide range of
functions.

Number of Employees

— Headcount (O Full-Time Equivalents ~— Number of New Employees

19,029 18,786.4

19,271 19,016.3
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Unless stated otherwise, the figures shown here for 2020 and all subsequent assessments for fiscal year 2020 correspond to
the B entire Group including the Leather business unit and relate to the B core workforce. Figures from 2016 to 2018 including ARLANXEO.
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Our global recruitment process is highly digitalized.
The software platform covers all processes from digital
onboarding to the digital signing of employment con-
tracts. Highly specialized LANXESS recruitment teams
work in the U.S., China, India, Europe and Germany. The
software platform helps to make processes in connection
with approaching and acquiring new talent more stan-
dardized, transparent and customer-focused. In order to
approach interesting candidates in both an active and
a targeted manner, we also have a pool of active sourc-
ing specialists, who will gradually replace external HR
service providers. A total of 508 new employees joined
the Group in the reporting year. The new employees
predominantly filled technical positions.

(V)
£
4
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Our international graduate trainee program is a funda-
mental tool for securing talent in Germany. Exception-
ally well-qualified Master’s graduates are prepared for
challenging specialist and managerial tasks and can
gather valuable experience in Germany and abroad or
in international projects. In addition to an engineering
orientation, LANXESS also offers attractive opportuni-
ties for economists. In 2020, 17 new graduate trainees
(10 women, 7 men) started their career at LANXESS.

Commitment to young talent

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

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 f m f m
<30 6 24 12 33 10 33 7 10 8 23 166
30-49 1" 41 15 65 14 55 5 1 13 44 274
250 1 1 1 9 7 34 0 3 0 2 68
Total 18 76 28 107 31 122 12 24 21 69 508
Region total 94 135 153 36 90
%
Age group f m f m f m f m f m
<30 17.6 14.4 5.8 4.3 18.6 20.9 18.3 13.6 15.8 14.0 9.7
30-49 4.2 5.5 2.5 2.6 8.9 8.7 3.8 2.6 3.3 3.2 3.8
>50 0.7 1.5 0.2 0.3 3.2 4.4 0.0 1.9 0.0 0.7 1.1
Total 4.2 4.6 2.0 1.7 7.2 7.8 6.0 3.7 4.2 3.8 3.4
Region total 4.5 1.7 7.7 4.2 3.9
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the basis of our strategy of developing specialist staff for
the German sites from within our own ranks.

199 apprentices on seven technical, scientific and com-
mercial career paths and four dual-study programs started
their apprenticeships at LANXESS Deutschland GmbH
on September 1, 2020. The proportion of female career
starters was again 10% in the reporting year (previous
year: 10%).

Taking the new intake into account, there are 698 appren-
tices at LANXESS Deutschland GmbH (as of December
31, 2020). The proportion of female apprentices across
all years is around 10%. We invested around €23 million
(previous year: €23 million) in the vocational training of
young talent in 2020.

Apprentice ratio®

1) This figure is the ratio of apprentices at LANXESS Deutschland GmbH.
The number of LANXESS Deutschland GmbH employees undertaking

an apprenticeship is expressed as a percentage of the core workforce

of LANXESS Deutschland GmbH (Y employees with a permanent, full- or
part-time employment contract) plus the apprentices of

LANXESS Deutschland GmbH.
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Training will remain a key pillar of our HR policy in the
years ahead. It is our aim to retain at least 80% of our
apprentices after successful completion of their training.
We reached this target again in the reporting year with
a retention ratio of 85% (previous year: 88%). Outside
Germany, for example, we offer similar programs in
Argentina, Brazil and India in order to cover our require-
ment for young talent in those countries. In Argentina,
two students successfully completed a two-year dual
training program at the end of 2020. The program in
Brazil is geared toward advanced students and has been
implemented successfully for some years now. In India,
the government supports an apprenticeship program
to give more young people the opportunity to acquire
qualifications required to work in the chemical industry.

Each year, with our XOnce program, we give school-
leavers who do not meet academic or personal require-
ments for starting an apprenticeship program immedi-
ately the opportunity to qualify for a technical or scientific
apprenticeship program — regardless of whether this
is then done at LANXESS itself. Eight young people
took part in the “XOnce” program in 2020. On aver-
age, approximately 50% of participants take up the
opportunity to complete an apprenticeship program
at LANXESS.
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Developing talented people around

the world

Only by constantly investing in training our employees
and imparting clear, globally binding values and stan-
dards can we as a company keep on using the opportu-
nities of changing markets successfully. Wide-ranging
leadership and HR development tools enable and moti-
vate our employees to act on the basis of values, rethink
issues, implement them quickly and devise solutions in
ateam.

In the reporting year, our activities focused on the
virtualization of the Group’s global, cross-divisional and
cross-hierarchical talent programs. We thus ensure that,
despite the restrictions due to the coronavirus pandemic,
we can support particularly high-performing employees,
retain them within our company and identify suitable
successors for key positions at an early stage. While
the talent programs’ study goals, key topics and study
periods are to remain as unchanged as possible on the
basis of the positive feedback from previous years, we
have adjusted the teaching to the current challenges.

