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TEN-YEAR SUMMARY K+S GROUP!

2012 2011 2010 2009 2008 2007 2006 2005 2004 2003

IFRS IFRS IFRS IFRS IFRS IFRS IFRS IFRS IFRS HGB
Revenues, Earnings, Cash Flow
Revenues € million 3,935.3 3,996.8 4,632.7 3,573.8 4,794.4 3,344.1 2,957.7 2,815.7 2,538.6 2,287.8
Earnings before interest, taxes, depreciation
and amortisation (EBITDA) € million 1,037.7 1,146.0 953.0 411.8 1,484.4 4139 401.1 383.1 289.5 2237
Operating earnings (EBIT 1) € million 808.5 906.2 714.5 238.0 13427 285.7 278.0 250.9 162.9 1157
Result after operating hedges (EBIT I1) € million 846.5 882.8 719.1 2419 1,1923 (106.9) 361.6 271.7 136.5 —
Earnings before taxes € million 766.9 818.6 599.1 126.5 1,199.1 (142.6) 341.5 259.6 1234 1116
Earnings before taxes, adjusted? € million 7289 842.0 594.5 122.6 1,3495 250.0 257.9 238.8 149.9 —
Group earnings from continued operations € million 568.0 608.8 457.1 — — — — — — —
Group earnings from continued operations, adjusted? € million 540.8 625.6 4538 — — — — — — —
Group earnings? € million 667.6 564.3 448.6 96.4 8709 (93.3) 2289 1744 86.8 1013
Group earnings, adjusted >3 € million 639.7 581.8 4453 93.6 9793 1753 176.2% 1613 103.5 —
Gross cash flow € million 813.0 859.0 812.7 3239 1,177.9 3721 342.7 341.5 274.1 209.1
Capital expenditure® € million 465.5 293.1 188.6 177.6 197.5 171.6 1305 107.1 1319 126.6
Depreciation® € million 2292 239.8 2385 1738 1417 1282 1231 1322 126.6 108.0
Working capital € million 1,025.7 8409 959.4 970.5 962.3 570.6 603.1 456.4 3331 2509
Balance Sheet
Equity® € million 3,4773 3,084.6 2,651.6 2,094.6 1,7183 931.8 11243 9421 880.6 584.9
Property, plant and equipment and intangible assets € million 3,528.2 3,247.9 2,803.3 2,658.0 1,4235 1,297.3 1,271.7 874.1 883.3 659.8
Net indebtedness € million 756.0 610.8 732.5 1,351.3 570.0 1,085.1 718.3 321.4 340.5 220.5
Balance sheet total € million 6,639.0 6,056.9 5,573.7 5217.1 3,473.8 2,964.8 2,830.9 2,259.1 2,147.7 1,754.5
Employees
Employees as of 31 Dec.” number 14,362 14,338 14,186 15,208 12,368 12,033 11,873 11,012 10,988 10,554

—of which trainees number 607 631 620 642 615 614 620 591 591 550

Average number of employees? number 14,336 14,155 14,091 13,044 12,214 11,959 11,392 11,017 11,068 10,541
Personnel expenses® € million 981.9 962.0 944.4 756.4 738.5 687.3 663.5 671.1 613.3 562.7
Ratios
Earnings per share from continued operations, adjusted? € 2.83 3.27 2.37 — — — — — — —
Earnings per share, adjusted >3 € 334 3.04 233 0.56 5.94 1.06 107 0.95 0.61 0.61
Dividend per share? € 1.40 1.30 1.00 0.20 2.40 0.50 0.50 0.45 0.33 0.25
Dividend yield® % 4.0 37 18 0.5 6.0 12 24 35 33 4.6
EBITDA margin % 264 28.7 20.6 115 31.0 124 13.6 13.6 114 9.8
EBIT margin % 20.5 227 154 6.7 28.0 8.5 9.4 89 6.4 51
Return on revenues? % 137 15.7 9.8 26 204 5.2 6.0% 5.7 41 2.8
Return on Capital Employed (ROCE) % 20.0 252 22.0 9.3 64.0 15.5 174 195 142 127
Return on total investment ™ % 16.1 16.4 14.7 6.9 449 11.0 12.3 12.7 9.1 7.2
Return on equity after taxes % % 194 20.2 18.7 8.4 68.6 16.1 17.7% 17.8 121 17.3
Book value per share € 18.17 16.12 13.85 10.94 1041 5.65 6.81 5.54 518 344
Gross cash flow per share € 4.25 449 4.25 195 7.14 2.25 2.08 2.02 1.61 1.25
The Share
Closing price as of 31 Dec.™ XETRA, € 35.00 34.92 56.36 39.99 39.97 40.69 20.55 12.76 9.78 5.44
Market capitalisation € billion 6.7 6.7 10.8 7.7 6.6 6.7 34 21 17 09
Enterprise value as of 31 Dec. € billion 7.5 7.3 115 9.0 7.2 7.8 41 24 2.0 0.9
Total number of shares as of 31 Dec. million 191.40 191.40 191.40 191.40 165.00 165.00 165.00 170.00 170.00 170.00
Outstanding shares as of 31 Dec.™ million 191.40 191.40 191.40 191.40 165.00 165.00 165.00 165.00 170.00 170.00
Average number of shares™ million 191.40 191.33 191.34 166.15 164.95 164.94 164.96 169.24 170.00 167.08




UNITS AT A GLANCE'

POTASH AND MAGNESIUM PRODUCTS BUSINESS UNIT

TEN-YEAR SUMMARY /UNITS AT A GLANCE

SALT BUSINESS UNIT

2012 2011 2010 2009 2008 2012 2011 2010 2009 2008
in € million in € million
Revenues 2,290.6 2,133.6 1,867.0 14217 2,397.4 Revenues 1,484.8 1,710.1 1,728.8 1,014.6 618.6
EBITDA 870.2 833.8 567.1 317.2 1,286.3 EBITDA 180.3 3379 369.7 200.3 77.6
EBITI 7739 739.5 4759 2317 1,203.2 EBITI 62.4 2114 2381 140.4 452
Capital expenditure 3329 162.1 96.9 107.4 1111 Capital expenditure 1113 1123 79.0 48.0 58.6
Employees (number) 8,310 8,188 7,900 7,818 7,845 Employees (number) 5,092 5,230 5,235 5,279 2,394

Potash and magnesium crude salts are extracted at six mines. We use them to produce a wide range of fertilizers and, in addition, we
process our raw materials into products for industrial applications, high-purity potassium and magnesium salts for the pharmaceu-
tical, cosmetics and food industries as well as elements for feed. We are currently making investments to develop the Legacy Project
—a greenfield project in Saskatchewan, Canada. The first volumes should be available at the end of 2015

Salt products of the highest purity and quality are used as food grade salt, industrial salt and salt for chemical use as well as de-icing
salt by winter road clearance services to ensure safety on the roads. They are produced in Germany and in other Western European
countries as well as in North and South America.

COMPLEMENTARY ACTIVITIES

2012 2011 2010 2009 2008
in € million
Revenues 153.7 150.4 134.0 120.7 1253
EBITDA 283 29.0 277 217 31.2
EBITI 211 179 212 15.2 251
Capital expenditure 6.3 43 4.2 46 10.0
Employees (number) 293 290 280 278 285

In addition to recycling activities and the disposal of waste at potash and rock salt mines as well as the granulation of CATSAN®,
the term “Complementary Activities” bundles together further activities of importance to the K+S Group. With K+S Transport
GmbH, Hamburg, the K+S Group possesses its own logistics service provider. Chemische Fabrik Kalk GmbH (CFK) trades in dif-
ferent basic chemicals.

1 Information refers to the continued operations of the K+S Group.

< Footnotes Ten-Year Summary

7 Unless stated otherwise, information refers to the continued operations of the K+S Group. The discontinued operations of the
COMPO business are also included up to 2009, and also the discontinued operations of the nitrogen business up to 2010. The
balance sheet and therefore the key figures working capital, net indebtedness and book value per share also include in 2010 the
discontinued operations of the COMPO business and in 2011 also the discontinued operations of the nitrogen business.

2 The adjusted key figures only include the result from operating forecast hedges of the respective reporting period reported in
EBIT I, which eliminates effects from changes in the market value of the hedges (see also ‘Notes to the income statement
and the statement of comprehensive income” on page 182). Related effects on deferred and cash taxes are also eliminated; tax
rate for 2012: 28.5% (2011: 28.4%).

3 Earnings from continued and discontinued operations.

4 Without non-recurrent deferred tax income of € 41.9 million or € 0.25 per share.

5 Investments in or depreciation on property, plant and equipment, intangible assets and investment properties as well as
depreciation on financial assets

U4

6 Up to the end of 2003: incl. 50 % special reserve and difference from capital consolidation.

7 FTE: Full-time equivalents; part-time positions are weighted in accordance with their respective share of working hours.

8 Personnel expenses also include expenditures connected with partial retirement and early retirement.

9 The figure for 2012 corresponds to the dividend proposal; the dividend yield is based on the year-end closing price.

10 Information refers to the continued and discontinued operations of the K+S Group.

™ The price of the K+S share since the capital increase in December 2009 has been traded ex subscription right. Historical values
were not adjusted

12 Total number of shares less the number of own shares held by K+5 as of the balance sheet date.

3 Total number of shares less the average number of own shares held by K+S.
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& COVER PICTURE

The cover pictures of our reports show a metropolis at night, in the early morning
and in the full light of day. People with many different needs live behind the impres-
sive facades. K+5 offers a comprehensive range of goods and services for agriculture,
industry and private consumers, which provides growth opportunities in virtually every
sphere of daily life. With our potash and magnesium as well as salt products, we
supply needs-based solutions and thus, night and day, make an important contribution
to nutrition, health, quality of life and safety. Our raw materials are the basis of this:
They are at the starting point of the value chain and, among other things, create the
basis for our modern industrial society and make economic success possible.
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“Providing Solutions” is the theme of our Financial Report and its cover picture shows a big,
glittering metropolis.

However, we rarely think about what is necessary to make a metropolis like this a home for people:
Raw materials. They form the foundation for our modern society and their availability is one of

the most important factors supporting a prosperous national economy. If there were no rocks, earth
and salts, some of the basic requirements for our living conditions would be absent. Raw mate-
rials are thus indispensable. And yet we in our industry frequently find ourselves stigmatized for
“plundering nature”. The impression one increasingly has is that broad parts of the population
want to see environmental conservation always having the highest priority without really weighing
all interests. However, future-oriented development is only attainable if — alongside ecological
goals —social and, in particular, economic goals can also be pursued in an appropriate manner. There
is no question that high environmental standards are important, but in pursuing environmental
goals, it is just as essential to maintain a reasonable degree of rationality and to always keep an eye
on the bigger picture. There is an urgent need for the (raw materials) industry to meet the great
future challenges of our society!



As chairman of the Board of Executive Directors of K+S, a raw materials company, it concerns me
to see that our society — or at least parts of it —is in danger of losing sight of what is essential,

of what forms the basis of its prosperity. There is a prevailing view that the pinnacle of the develop-
ment of our society has already been attained and therefore, there is a wish to maintain the cur-
rent situation which is enjoyed and assumed to be certain in the future. Whatever might disrupt it
is rejected or even fought against. Curiosity and drive about new developments typically give
way to complacency and preference for the status quo. Even today, however, it is industrial value cre-
ation that remains the basis of our prosperity, even more so than services, despite all the benefits
they offer. Nevertheless, industrial enterprises, utility companies and producers of raw materials
face mounting pressure to justify themselves, especially in Germany. Citizens are increasingly
opposing industrial and infrastructure projects. There is often a lack of awareness that the foun-
dation of our wealth requires hard work and its existence is taken for granted. Central in this
regard is industry, which, with its long value chain, has assured us a place among the leaders in terms
of international competition and has made Germany one of the largest exporting nations in

the world. More than one quarter of Germany’s gross value added is generated by industry. If you
compare competing business locations in the age of globalisation, you will find that those coun-
tries which have focussed on service industries in particular are faring far worse than those states
that have retained their industrial core.



Let me return to the cover picture once again. The connection with the K+S Group might not be
apparent at first sight. Potash, as a fertilizer, is one of the three most important nutrients for plants
and thus contributes to supplying food to the inhabitants of a city like the one shown. Salt is
not only a flavour enhancer or preservative. For healthcare, to not have high-purity pharmaceutical
salts for infusion solutions is unthinkable today. Sodium and potassium chloride are additionally
needed for electrolysis, water softening, the production of plastics, aluminium and glass, and for
many other industrial and commercial applications. De-icing salt, which makes our roads and
pavements safe in winter, should also not be forgotten. So, you can see that the raw materials which
our Company extracts and processes play an essential part in the prosperity of our society.

Dear Shareholders,

Potash and magnesium products and salt are our main areas of operation, and we have further
enhanced this “two-pillar strategy” with the divestment of the nitrogen fertilizer segment. This
places us in a position where we can fully concentrate our resources — that is, management capac-
ities and financial means — on these two business units. Our Legacy Project, the construction of

a new potash plant in the province of Saskatchewan in Canada, is making good progress. In few
years’ time, it will bring us exactly what our Company needs for its development and what has



frequently been criticised as a shortcoming by the capital market in the past:
+ Access to further raw materials to increase our potash capacity;

+ The further internationalisation of our markets;

+ Areduction in average production costs;

+ The extension of the average lifetime of our mines.

Let’s take a brief look at the financial development of the K+S Group in 2012.

+ At about € 3.9 billion, revenues reached the previous year’s level as expected.

+ At about € 809 million, operating earnings were very close to what we communicated in our
latest forecast.

+ Adjusted earnings per share rose to € 3.34, including the proceeds from the divestment of the
Nitrogen business.

A pleasing result was contributed by our potash and magnesium products business, the second
best in our history after 2008, which had been an exceptional year in many respects. What helped
in this regard were higher average prices compared with the previous year and the fact that we are
less focussed than most of our competitors on the two large consumer countries China and India,
which displayed great restraint with regard to imports of potash fertilizers in 2012: At 6.95 million
tonnes, our sales volume was stable in relation to 2011, while other producers had to suffer heavy
volume reductions. Nevertheless, we cannot and will not become complacent in our position and



will work to further improve our efficiency in this business area. The disappointing result for the
Salt business unit was attributable to the weak de-icing business as a consequence of the excep-
tionally mild winter at the beginning of 2012, which we were unable to make up for over the
course of the year as a whole. Here too, we will work very intensively on improving economic effi-
ciency in an effort to improve our position regardless of weather conditions.

Nevertheless, it is the effect of the divestment of the nitrogen fertilizer segment in particular, that
places us in the position of being able to propose to the Annual General Meeting an increase of
the dividend for 2012 by 10 cents to € 1.40 per share.

Our employees are of great importance to our Company. We conducted a worldwide employee
survey for the first time last year and the participation rate of our colleagues was 76 %, a very good
figure for a first survey. The results reflect well on K+S. In particular, the performance in the cate-
gories “employee commitment” and “employee loyalty” stood out positively. Of course, a survey of
this kind should also reveal potential for improvement. What we learned is that in the view of our
employees across the Group, we can do more in the areas of communication and human resources
development, and we are committed to work on this.

You can see that your Company, K+S Aktiengesellschaft and its subsidiaries, is always continuing
to develop. The fundamental trends that form the basis for our business success continue to



apply. Population growth, the growing consumption of protein caused by increasing wealth, as well
as urbanisation and arable land reduction will, over the long term, result in a decrease in the
amount of farm land available per capita worldwide. Our products can and will be used to coun-
teract this trend by greatly increasing crop yields per hectare. But even outside agriculture, the
products of our Potash and Magnesium Products and Salt business units have become indispens-
able in many areas of life.

What does this mean in concrete terms for 2013? In the Salt business unit, we expect a tangible
recovery for sales volumes, if only because of the wintry weather conditions at the start of this year.
And in the Potash and Magnesium Products business unit, given the important agreements con-
cluded with China and India which spurred demand significantly, we should be able to achieve a
sales volume on the high level of the previous year once again, albeit at a lower average price
level. All'in all, we expect the K+S Group to achieve a slight increase in revenues and operating
earnings.

Dear Shareholders,

On behalf of myself and my fellow members of the Board of Executive Directors, | would like to
thank our employees wholeheartedly for the great extent to which they identify with the Company,
for their loyalty, and for the great commitment that they display year after year.



I would like to thank you, dear Shareholders, as well as our customers and other partners of the
K+S Group, for your trust placed in us and for the constructive cooperation. We want to continue to
display full commitment in being available to you and to make a contribution to the common
good with our products. To maintain industry as a bedrock of our economy and, therefore, of our
prosperity, we need a suitable and stable environment that will provide companies with the free-
dom they need. Let us not lose sight of something essential: Industry is not everything. However,
it is my firm belief that without an industrial basis and industrial progress, there is nothing.

NORBERT STEINER
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In poorly insulated residential buildings, or those with
no insulation at all, a major part of the heat energy used
is lost through walls, window surfaces, the roof and the
cellar. To counter this, the energy requirements have
gradually and repeatedly been strengthened since the
first Energy Saving Ordinance (EnEV 2002). In the last
revision of the Energy Saving Ordinance in 2009, the
upper threshold for the permissible annual primary
energy requirement of new buildings was, for example,
again lowered by an average of 30 %. But that is not all.
InEnEV 2014, adopted by the German Federal Cabinet in
February 2013, the requirements were raised further. For
new buildings, the upper threshold for the annual pri-
mary energy requirement will be reduced in two stages
(2014 and 2016) by 12.5 % each, and thus by a total of 25 %.
In any case, to be able to meet the increasing require-
ments, a new building needs a highly efficient heating

system and good insulation. Heat insulation in winter
is of the greatest importance in our climatic zone not
only in light of the energy efficiency of buildings stipu-
lated by the EnEV. Very well insulated walls, roofs and
floors prevent almost any heat from escaping. Conse-
quently, the surface temperature of walls and ceilings
rises. Indoor comfort improves considerably, creating a
cosy atmosphere. While in winter the goal is to keep the
heat in the building, in summer the aim is to prevent
the rooms from becoming too hot. The heat insulation,
which keeps the building interior warm in winter, thus
has to contribute to reducing the penetration of heat
through the building envelope in summer.

The different insulating materials can be roughly
divided into conventional and “renewable” ones. Con-
ventional insulating materials include mineral materials



PRODUCTS FROM K+S KALI GMBH ARE USED IN

DIFFERENT BUILDING

MATERIALS

Cellulose flakes are manufactured from waste paper
by means of mechanical crushing. Through milling, the
flakes gain a three-dimensional structure. Depending on
their intended use, the cellulose flakes are applied in an
injection or a spray process (similarly to plaster). Cellulose
is a recycling material with high-quality heat storage and
heat insulation properties.

To increase the fire safety of insulating materials, Epsom
salt (magnesium sulphate heptahydrate) from k+s KALI
GMBH is used in the production of cellulose flakes or

wood wool. Magnesium sulphate is a component of
the crude salt in our German deposits, which our min-
ers extract at depths of up to 1,500 metres. At our Werra
plant it is processed to create Epsom salt.

For other building materials too, our products play an
important role: Potassium sulphate from k+s KALI GMBH,
for example, is one of the most effective and most often
used stimulators for the bonding and hardening of cal-
cium sulphate screeds, special plasters and plasterboards.
If mixtures of magnesium chloride or magnesium sul-

phate and magnesium oxide are used as adhesives for
screeds, these are characterised by good resistance to
wear as well as tensile and flexural strength, so that the
building material is particularly suitable for use as indus-
trial flooring.
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such as glass wool, rock wool, slag wool, calcium silicate
and glass foam as well as fossil materials like polysty-
rene, polyester and polyurethane. Renewable insulat-
ing materials include wood wool, wood chips or wood
fibres, cork, cellulose fibres, flax, hemp, straw, cotton and
sheep’s wool. A number of regulations, especially regard-
ing fire protection, have until now restricted the use of
many renewable insulating materials in multi-storey
construction. This is why mineral wool (glass wool and
rock wool) have the largest market share (60%). A fur-
ther large segment are polystyrene and polyurethane,

which make up about 36 % of materials used. Within
the product life cycle, starting with production, use or
recycling through to disposal, a comparatively greater
impact on the environment is accepted for conventional
insulating materials as compared to ecological renew-
able insulating materials.

But if renewable raw materials, such as cellulose flakes
or wood wool boards, are treated with fire retardants,
they become an environmentally friendly alternative,
which also fulfils the requirements of fire protection.

Research has demonstrated that rooms with cellulose
insulation, which is particularly used in timber frame
constructions, are 4 to s degrees cooler in summer than
those with mineral fibre insulation. In winter too, a pro-
fessional installation of cellulose insulation materials in
walls, floors and roofs brings about tangible savings on
energy and heating costs of up to 25 %.
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1.1 VISION

SOURCE OF GROWTH AND LIFE THROUGH
NUTRIENTS AND MINERALS

1.1 VISION
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1.2 THE BOARD OF EXECUTIVE DIRECTORS

il

NORBERT STEINER
LAWYER, CHAIRMAN OF THE BOARD OF
EXECUTIVE DIRECTORS

JOACHIM FELKER'
INDUSTRIAL BUSINESS MANAGER

was born in Siegen in 1954. After studying law in Heidel-
berg and a traineeship within the district of the Higher Region-
al Court in Karlsruhe, in 1983, he began his career in the

tax department of BASF AG, whose sub-department of cus-
toms and excise duties he headed from 1988 onwards. In
1993, he became head of the legal affairs, tax and insurance
department of K+5 AKTIENGESELLSCHAFT. In May 2000,
Norbert Steiner became a member of the Board of Execu-
tive Directors, in January 2006, Deputy Chairman and in
July 2007, Chairman of the Board of Executive Directors of
K+S AKTIENGESELLSCHAFT. He has responsibility for the
Potash and Magnesium Products business unit as well as
Corporate Development, Legal Affairs /Compliance, Inves-
tor Relations, Corporate Communications and International
HR Coordination.

Born in Bad Godesberg in 1952. After matriculating in 1974,
he did his training in industrial business management at
BASF AG and worked there as a commercial assistant. Between
1980 and 1999, he held several management and market-

ing positions within the Basr Group, including in Asia. He last-
ly worked as senior director of the fertilizers sector. Since
2000, Joachim Felker has been working within the k+s GROUP,
initially as managing director of FERTIVA GMBH and from
2003 onwards as a senior management member of K+S KALI
GMBH. In October 2005, he became a member of the Board

of Executive Directors of k+5 AKTIENGESELLSCHAFT. Before his
retirement on 30 September 2012, he was responsible for

the Potash and Magnesium Products business segment.

1 Member of the Board of Executive Directors until 30 September 2012.

GERD GRIMMIG
ENGINEERING GRADUATE

was born in Freden in 1953. After studying mining at Clausthal
Technical University, he worked in mining operations at
various plants and in the mining division at the head office
of KALI UND SALZ AG (NOW K+S AKTIENGESELLSCHAFT).
Between 1990 and 1996, he held several plant manager posi-
tions in the mining division. Between January 1997 and
September 2001, Gerd Grimmig was managing director of
KALI UND SALZ GMBH and responsible for the mining de-
partment. Since October 2000, he has been a member of the
Board of Executive Directors of K+5 AKTIENGESELLSCHAFT.

His areas of responsibility are Mining, Geology, Technology /
Energy, Research and Development, Environment, Occu-
pational Safety, Quality Management, Inactive Plants, Waste
Management and Recycling, Animal Hygiene Products,
MSW CHEMIE, and K+S CONSULTING.
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DR. THOMAS NOCKER
LAWYER

was born in Neukirchen-Vluyn in 1958. After studying law
and subsequently obtaining a doctorate from Munster
University, he completed legal traineeships e.g. in Diisseldorf
and Montreal, Canada. In 1991, he started his professional
career at RAG AG, where he held various positions. In 1998, he
was appointed member of the Board of Executive Direc-
tors of RAG SAARBERG AG and assigned responsibility for per-
sonnel, legal affairs and IT management /organisation.

Dr. Thomas Nocker has been a member of the Board of Execu-
tive Directors of K+5 AKTIENGESELLSCHAFT since August
2003. He is Personnel Director with responsibility for the areas
Personnel (incl. Health Management), 1T, Organisation

and Project Management, Property Management, Knowledge
Management, Logistics, and cFk (Trading).

DR. BURKHARD LOHR?
BUSINESS ADMINISTRATION GRADUATE

1.2 THE BOARD OF EXECUTIVE DIRECTORS

MARK ROBERTS?
BACHELOR OF SCIENCE (MARKETING)

was born in Essen in 1963. After completing his Business
Administration studies at the University of Cologne, he joined
MANNESMANN AG in 1991. From 1993 onwards he held var-
ious functions at HOCHTIEF AG, Essen, including as member
of the management of the Munich branch and as cro of
HOCHTIEF CONSTRUCTION AG Essen. In 2001 Burkhard Lohr
was awarded his Dr. rer. pol. degree at the Technical Uni-
versity of Braunschweig. As of 2006, as CFO of HOCHTIEF AG,
he was responsible for Finance, Investor Relations, Account-
ing, Controlling and Taxes. In 2008, he also became Personnel
Director. Since 1June 2012, he has been a member of the
Board of Executive Directors of K+S AKTIENGESELLSCHAFT with
responsibility for the areas Finance and Accounting, Corpo-
rate Controlling, Tax, Internal Audit, Purchasing, Materials
Management and Warehousing, Insurance as well as Data
Protection.

was born in 1963 in New Jersey, u.s., and started his pro-
fessional career at VICTAULIC CORPORATION OF AMERICA, Serv-
ing as a marketing manager. He later joined ASHLAND
CHEMICAL COMPANY in 1988 as a sales representative and na-
tional account manager. In 1992 he joined POTASH IMPORT &
CHEMICAL CORPORATION (PICC), the K+5 KALI U. s. distribution
company, as a sales manager, and subsequently became

vice president. In 2004, he became picc’s President, and in
April 2008, he was named CEO Of INTERNATIONAL SALT
COMPANY (1sco) in Clarks Summit, Pennsylvania, usa. On10c-
tober 2009, Mark Roberts became cEo of MORTON SALT in
Chicago, lllinois, usA. Since 1 October 2012, he has been ceo of
K+S NORTH AMERICA SALT HOLDINGS in Chicagoand a
member of the Board of Executive Directors of K+S AKTIENGE-
SELLSCHAFT with responsibility for the Salt business unit.

2 Member of the Board of Executive Directors since 1June 2012.

3 Member of the Board of Executive Directors since 1October 2012.
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Jear Lo Loldler ,

The following report of the Supervisory Board informs you about the activities of the Super-
visory Board in financial year 2012 and the findings of the audit of the 2012 annual financial
statements and consolidated financial statements.

The main focuses of our meetings and discussions included:

+ the business situation of the k+s GROUP,

the K+s GROUP strategy,

the development of the potash deposits acquired in Canada (Legacy Project),
the divestment of the NITROGEN business,

+ o+ o+ o+

the selection of suitable candidates to replace those members of the Board of Executive
Directors and the Supervisory Board whose terms of office are set to expire.

ADVICE TO THE BOARD OF EXECUTIVE DIRECTORS AND MONITORING

OF MANAGEMENT

In financial year 2012, the Supervisory Board diligently performed the control and consul-
tancy tasks imposed on it by law, the Articles of Association and its bylaws. A large number
of matters were discussed in depth and resolutions were adopted regarding transactions
requiring approval. We have advised the Board of Executive Directors on an ongoing basis
on the management of the Company and monitored the latter’s executive management.
We were constantly involved in a timely and appropriate fashion in decisions of fundamen-
tal importance. The Board of Executive Directors informed us on a regular basis, promptly
and comprehensively about the course of business, the earnings and financial position, the
employment situation, the planning and, in particular, the further strategic development of
the Company. Deviations from planning were explained to the Supervisory Board in detail.
The risk situation and risk management were always carefully considered.

The Supervisory Board regularly received written reports from the Board of Executive Direc-
tors for the preparation of meetings. Even outside meetings, the chairman of the Supervi-
sory Board maintained close contact with the Board of Executive Directors and discussed
significant events and upcoming decisions with it. At relevant separate meetings prior to the
meetings of the Supervisory Board, the shareholder and employee representatives discussed
important matters on the agendas.

With regard to business transactions, which were of key importance to the Company, the
Supervisory Board was also immediately and comprehensively informed in writing by the
Board of Executive Directors between the regular meetings.

The attendance of the 16 Supervisory Board members at the four Supervisory Board meet-
ings during the period under review was, on average, 97 %. Two Supervisory Board members
were unable to participate in one meeting. Thus, in 2012 too, no Supervisory Board mem-
ber participated in fewer than half of the meetings. Committee meetings were also fully
attended with the exception of one meeting of the audit committee and one meeting of the
nomination committee.

SUPERVISORY BOARD MEETINGS
A total of four ordinary Supervisory Board meetings were held during the course of finan-
cial year 2012.

At the meeting of 14 March 2012, the Supervisory Board reviewed the annual financial state-
ments, the consolidated financial statements and the management reports in the presence
of the auditor, approved the financial statements on the recommendation of the audit com-
mittee and agreed to the proposal of the Board of Executive Directors for the appropriation
of profits for financial year 2011. The business situation and the outlook for the current year
were discussed in depth and the proposed resolutions for the 2012 Annual General Meet-
ing approved. Upon a proposal of the personnel committee, the Supervisory Board unani-
mously appointed Dr. Burkhardt Lohr to the Board of Executive Directors for the period from
1June 2012 to 31 May 2015. Finally, the Board of Executive Directors discussed the status of
the planned divestment of the NITROGEN business.



TO OUR SHAREHOLDERS

On 8 and 9 May 2012, the Board of Executive Directors provided comprehensive information
about the results for and the business situation in the first quarter. Furthermore, the Board
of Executive Directors described the current status of reviewing the possibility of re-open-
ing the German Siegfried-Glesen potash mine and explained in detail the ongoing process
of divesting the NITROGEN business. Following an indepth discussion, the Supervisory Board
approved its sale to the Russian fertilizer producer EUROCHEM. Furthermore, the Board of
Executive Directors explained that it was considering a bond issue, which the Supervisory
Board also approved after intensive discussion. In addition, upon the suggestion of the per-
sonnel committee, the Supervisory Board unanimously appointed Mr. Mark Roberts to the
Board of Executive Directors for the period from 1 October 2012 to 30 September 2015. Fol-
lowing the Annual General Meeting held on 9 May 2012, the meeting was continued and
Dr. Bethke was unanimously re-elected chairman of the Supervisory Board.

At the Supervisory Board meeting held on 22 and 23 August 2012, the Board of Executive
Directors’ report on the strategic orientation of the Potash and Magnesium Products and
Salt business units was extensively discussed. Further focal points were a report on the cur-
rent status of the Legacy Project, the current business situation and the outlook for 2012 as a
whole. In addition, questions relating to recruitment, the controlling instruments used and
the permits required to dispose of production residues were examined in detail.

At the last meeting of the year, held on 21 November 2012, the chairman of the nomination
committee reported on the committee’s succession planning with regard to those terms of
office of shareholder representatives set to expire in 2013. Then, upon a suggestion of the per-
sonnel committee, it was decided to extend Mr. Grimmig's term of office as a member of the
Board of Executive Directors, which was to end on 30 September 2013, by one year. At this
meeting too, the Board of Executive Directors discussed the current business situation on the
fertilizer and salt markets, reported extensively on the employee survey conducted in 2012,
and provided a detailed forecast of the anticipated revenues and earnings of the k+s GROUP
in 2012. The Supervisory Board also dealt with the status and further action concerning the
Legacy Project. Planning for 2013 and the medium-term outlook, including the investment
and financing framework conditions for the coming years, were examined in depth — also
from the angle of their conformity with strategic goals —and then approved. Finally, approval

was given to the 2012/2013 joint declaration on conformity of the Board of Executive Direc-
tors and the Supervisory Board concerning the German Corporate Governance Code as well
as to an adjustment to the goals of the personnel composition of the Supervisory Board (see
page 36 of the Financial Report 2012).

COMMITTEE MEETINGS

In addition to the mediation committee required by law, the Supervisory Board has estab-
lished three further committees for the support of its responsibilities: the audit committee,
the personnel committee and the nomination committee. An overview of the committees
with their personnel composition can be found in the Corporate Governance section of the
Financial Report 2012 on page 42 and on the website of K+S AKTIENGESELLSCHAFT under
‘Corporate Governance'.

The audit committee met five times in 2012. On 2 March 2012, in the presence of the auditor
and the chairman of the Board of Executive Directors, the committee examined the annual
financial statements 2011 of K+S AKTIENGESELLSCHAFT, the consolidated financial state-
ments 2011, the respective management reports and the proposal of the Board of Executive
Directors for the appropriation of profits. In addition, an in-depth examination was con-
ducted of the status of the IT integration at MORTON SALT, the exchange rate hedging strat-
egy, provisions for pensions and mining obligations as well as the outlook for 2012. Further-
more, the recommendation to be made to the plenary session concerning the proposal for
the nomination of the auditor for financial year 2012 to be submitted to the Annual General
Meeting was resolved. Furthermore, as part of preparations for the nomination of the audi-
tor for financial year 2013, it was decided to compare those auditing firms that merit consid-
eration. At its meeting on 8 May 2012, the committee examined and resolved further action
in this regard. On 22 August 2012, the committee discussed in detail with the chairman of
the Board of Executive Directors and the chief financial officer the k+s GRouP’s internal con-
trol system as well as ways in which the system could be optimised and further developed.
Moreover, the committee acknowledged and approved the report delivered by the chair-
man of the Board of Executive Directors on the status of the compliance organisation and
on the compliance programme of the k+s GROUP. Finally, the committee discussed the key
areas of the 2012 audit and the offers submitted by auditing firms with respect to auditing



the financial statements for financial year 2013. At an extraordinary meeting held from 10
to 12 October 2012, the offers were reviewed in detail at three submeetings and examined
together with the auditing firm participating in the respective meeting. At the last meeting
of the year, held on 20 November 2012, the committee finally dealt with the matter of pro-
posing the appointment of the auditor to the 2013 Annual General Meeting, with the result
to once again recommend DELOITTE & TOUCHE GMBH to the plenary session with respect
to proposing the appointment of the auditor to the Annual General Meeting. In addition, the
Board of Executive Directors reported on developments with respect to donations, consul-
tancy fees and other non-recurring costs. The committee also acknowledged and approved
reports prepared by the chief financial officer on internal audit work and the organisation of
data protection within the x+s GrRouPp. Outside the meetings, via conference calls held on 30
April, 6 August and s November 2012, the respective quarterly reports awaiting publication
were discussed between the members of the audit committee, the chairman of the Board of
Executive Directors and the chief financial officer.

The personnel committee, which prepares the personnel decisions of the Supervisory Board
and is responsible for other matters concerning the Board of Executive Directors, met a total
of four times in 2012. During the meetings, it dealt in particular with the selection and recom-
mendation of suitable persons for the positions of a chief financial officer and board member
with responsibility for the Salt business unit and with the search for a candidate for the Pot-
ash and Magnesium Products business unit as well as the structure and long-term succes-
sion planning of the Board of Executive Directors. It also dealt with the agreeing of goals and
their attainment with the members of the Board of Executive Directors. Detailed informa-
tion about the level of remuneration of the Board of Executive Directors in 2012 as well as the
structure of the remuneration system, which has not changed materially since its approval by
the Annual General Meeting on 11 May 2010, can be found on pages 43 of the Financial Report.

The members of the nomination committee met on three occasions in 2012. The subjects of
discussions held mainly related to the reappointment or replacement of the six shareholder
representatives whose terms of office are set to expire in 2013. The findings resulting from
these discussions and the selection process that was conducted in this regard were presented
at the plenary session of the Supervisory Board held on 21 November 2012.

No meeting of the mediation committee, formed in accordance with the German Co-Deter-
mination Act (Mitbestimmungsgesetz), was called in the past financial year.

CONFLICTS OF INTEREST
Mr. Cardona did not participate in the plenary sessions held on 14 March and 8 May 2012 dur-
ing which discussions were held about the sale of the NITROGEN business to EUROCHEM.

No further conflicts of interests involving members of the Board of Executive Directors or the
Supervisory Board, about which the Annual General Meeting needed to be informed, were
disclosed to the Supervisory Board in the reporting period.

AUDIT OF THE 2012 ANNUAL FINANCIAL STATEMENTS AND CONSOLIDATED
FINANCIAL STATEMENTS

DELOITTE & TOUCHE GMBH, Hanover, audited the annual financial statements of x+s
AKTIENGESELLSCHAFT, which were prepared by the Board of Executive Directors in accor-
dance with the rules of the German Commercial Code (HGB), and the consolidated financial
statements, which were prepared on the basis of the 1¥rs International Financial Reporting
Standards, as well as the combined management and Group management report for finan-
cial year 2102 and issued unqualified audit certificates in each case. The aforementioned
documents, the Board of Executive Directors’ recommendation concerning the appropria-
tion of the accumulated profit and the audit reports of DELOITTE & TOUCHE GMBH, each of
which had been submitted to the members of the audit committee and the Supervisory
Board on time, were, in the presence of the auditor on each occasion, dealt with comprehen-
sively at the audit committee meeting held on 27 February 2013, as well as at the Supervisory
Board meeting held on 13 March 2013. All questions raised at the meetings were answered
exhaustively by the Board of Executive Directors and the auditor. After itself examining the
annual financial statements, the consolidated financial statements, the combined manage-
ment report and Group management report, the Supervisory Board did not raise any objec-
tions. It agreed with the Board of Executive Directors in its assessment of the position of
K+S AKTIENGESELLSCHAFT and of the Group and, at the suggestion of the audit committee,
approved the financial statements for financial year 2012. The 2012 annual financial state-
ments of K+S AKTIENGESELLSCHAFT were thus ratified. The resolution on the appropriation
of profits proposed by the Board of Executive Directors was also examined with regard to the



TO OUR SHAREHOLDERS

present and future expected financial situation of the k+s GRouUP. Following extensive discus-
sion, the Supervisory Board approved the proposal made by the Board of Executive Directors.

The Supervisory Board expresses its thanks to the members of the Board of Executive Direc-
tors, all employees and employee representatives for their continued high level of commit-
ment and the very successful work done in the past financial year. Furthermore, the Super-
visory Board would like to thank the former member of the Board of Executive Directors
Mr. Joachim Felker for his valuable contributions to the Company and for his many years of
loyalty, and wish him all the best in his retirement.

ON BEHALF OF THE SUPERVISORY BOARD

Rocl dto iy

DR. RALF BETHKE
CHAIRMAN OF THE SUPERVISORY BOARD

KASSEL, 13 MARCH 2013

1.3 SUPERVISORY BOARD REPORT
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K+S ON THE CAPITAL MARKET

PROVIDING SOLUTIONS
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THE PROOF LIES IN
THE NUTRITION
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Mankind is eating more meat. Between 1990 and 2008
alone, global consumption of pork, poultry and beef
more than doubled: Today, 280 million tonnes of meat
are being produced and eaten every year. It is estimated
that this figure will again double by 2050. The reason for
this hunger for meat lies, on the one hand, in the persis-
tently high demand among inhabitants of the western
industrialised nations: On average, every German eats
about 90 kg of meat per year, while us-Americans con-
sume the most —120 kg per year. At the same time, meat
is becoming ever more popular in the emerging market
and developing countries and in emerging major powers
such as China. While the daily consumption of meat was
unaffordable for most Chinese just a few decades ago,

many now eat it every day. It is above all the constantly
growing middle class who can afford it. The McKinsey
Global Institute assumes that in 2025, every Chinese will
eat an average of 76 kg of meat per year. The figure today
is already 53 kg.

Already today, 70 % of agricultural land and 30% of
the world’s land area are being used as pasture or as
land for feed production for animal husbandry. Rising
meat production requires enough fodder crops to be
cultivated. For sufficient cereals to remain as food for
mankind, the harvests will have to be richer. At the
same time, additional land will need to be available
for cultivation. But the world’s land under cultivation



LEGACY PROJECT: NEW POTASH PLANT
BEING CONSTRUCTED IN CANADA

The potash demand of a globalised world with rising
expectations regarding quantity and quality of food can-
not be served solely with the capacities currently avail-
able. The economic viability of time-consuming and very
capital-intensive new projects (greenfield projects) also
depends on a reasonable potash price level. Our Legacy
Project is among the few new capacities that can be
realised in a manner that makes economic sense at the
current price level.

That is why the acquisition of Canadian POTASH ONE with
its licences for potash exploration in 2011 represented a
significant milestone for the k+s Group. Under the Leg-
acy Project, we want to develop a new potash production
based on solution mining in the Canadian province of Sas-
katchewan by the end of 2015 and successively increase its
capacity in subsequent years. This expansion shall open
the way for us to participate in the growth on the global
potash market.

In the future, the new site will be the starting point pri-
marily for sales to the emerging growth markets of Asia
and South America, as well as to North America. The aver-
age lifetime of our mines will increase and we will be able
to make optimal use of our sales and logistics network
as the only potash producer with large own production
sites on two continents. Adding this to our existing pot-
ash mines in Germany, this will considerably strengthen
our international competitiveness and consequently ben-
efit the entire k+s GROUP.
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PROVIDING SOLUTIONS
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can only be expanded by 10% at the most. The chal-
lenge will be to achieve higher yields per hectare of
land by means of an optimised and balanced applica-
tion of fertilizers. Feed crops are varieties of cereal such
as wheat, barley, rape and corn, and since the BsE crisis
in the 1990s, also soy beans. The coarse meal obtained
from them is increasingly being used as animal feed.
In practice, it has proved to be a high-quality protein
component in concentrated feeding stuffs and a valu-
able supplementary fodder to high-energy and low-
protein roughage, and as a source of protein has by far

the greatest importance in the feeding of cattle herds.
To create 1 kg of beef, 8 kg of feed are necessary. Most
feed comes from South America. Brazil, for example,
is already today not only the largest exporter of beef
in the world, but also one of the largest exporters of
animal feed. The amount of cereal produced has risen
since the 1970s from 20 million tonnes to 160 million
tonnes per year. Brazilian soy beans make up 80 % of
the feed used for meat production in Europe and the
United States.

Colombia too is gaining in importance in meeting the
rising demand for meat. It lies in a tropical strip of the
Equator with sufficient sunshine for the continuous pro-
duction of biomass. Already today, the cattle popula-
tion of Colombia is the fourth largest throughout Latin
America. Over the coming ten years, the potential exists
to increase Colombian cattle production by 22 %.

The herds of the Colombian Brahman breed are at pas-
ture throughout the year and are supplied additionally
with feed, e.g. soy beans.



K+S ON THE CAPITAL MARKET

(+0.2%,; incl. dividend: +4.0%) / k+s shareholders benefit from the divestment of K+S NITROGEN:
At 1.40 € /share, the dividend is therefore up on the previous year (1.30 €/share) / k+s successfully
issues a second bond / Research coverage slightly expanded again
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K+S ON THE CAPITAL MARKET

CAPITAL MARKET KEY INDICATORS ' TAB: 2.0.1 K+S SHARE

2012 2011 2010 2009 2008 Type of shares: no-par value shares

Total number of shares: 191,400,000 units
WKN/ISIN: KSAG88/DEOOOKSAG888
Earnings per share from continued operations, adjusted? €/share 2.83 3.27 2.37 — — Market segment: Prime Standard

Earnings per share, adjusted >3 €/share 334 3.04 233 0.56 5.94 Prime industry: Chemicals
Industrial group: Chemicals, commodities

Gross cash flow per share €/share 4.25 4.49 4.25 1.95 7.14 e .
Listing: all stock exchanges in Germany
Book value per share €/share 18.17 16.12 13.85 10.94 1041 Bloomberg ticker symbol: SDF GY
Year-end closing price (XETRA)* € 35.00 3492 56.36 39.99 3997  Reutersticker symbol: SDFG
R . ADR CUSIP: 48265W108
Highest price (XETRA)# € 40.86 58.60 56.65 53.04 95.90
Lowest price (XETRA)# € 30.40 3335 35.94 29.85 27.72
Year-end market capitalisation € billion 6.7 6.7 10.8 7.7 66  K¥SBOND (SEPTEMBER 2014)
Total stock exchange turnover € billion 11.8 17.7 16.8 16.9 334 WKN /ISIN: AIA 6FV/DEQOOOATAGFVS
Average daily turnover € million 46.5 68.7 65.7 66.4 1316 Stock exchange listing:
Index weighting as of 31 Dec. % 0.9 12 13 11 12  ‘LuxembourgStock Exchange
Issue volume: € 750 million
Total number of shares as of 31 Dec. million 191.40 191.40 191.40 191.40 165.00 Denomination: € 1,000
Outstanding shares as of 31 Dec.® million 191.40 191.40 191.40 191.40 165.00 Issue price: 99.598 %
e Interest coupon: 5.000 %
6
Average number of shares million 191.40 191.33 191.34 166.15 164.95 Due: 24 September 2014
Dividend per share’ €/share 1.40 1.30 1.00 0.20 2.40 Bond rating: S&P: BBB+; Moody’s: Baa2
Total dividend payment?’ € million 268.0 248.8 191.4 383 396.0
Payout ratio®® % 419 4238 430 40.9 404 k+s BOND (JUNE 2022)
Dividend yield (closing price)” % 4.0 37 1.8 0.5 6.0
Return on equity after taxes®3 % 19.4 202 18.7 8.4 686  WKN/ISIN: AP GZ8/DEOOOATPGZ82
- o Stock exchange listing:
Return on Capital Employed (ROCE) % 20.0 252 22.0 9.3 64.0 Luxembourg Stock Exchange
Enterprise value (EV) as of 31 Dec. € billion 7.5 7.3 11.5 9.0 7.2 Issue volume: € 500 million
Enterprise value to revenues (EV/revenues) X 1.9 1.8 2.5 2.5 15 Denoml.natlon:€100,000
Issue price: 99.422%
Enterprise value to EBITDA (EV/EBITDA) X 7.2 6.4 121 21.8 4.8 Interest coupon: 3.000 %
Enterprise value to EBIT (EV/EBIT) X 92 8.0 16.1 37.8 53 Due: 20 June 2022

Bond rating: S&P: BBB+; Moody'’s: Baa2

1 Unless stated otherwise, information refers to the continued operations of the K+S Group. The income 3 Information refers to continued and discontinued operations of the K+S Group.
statement and the cash flow statement of the previous year were adjusted after the divestmentof 4 The price of the K+S share since the capital increase in December 2009 has been traded ex subscrip-
the Nitrogen business and the COMPO business according to IFRS. The balance sheet and therefore  tion right. Historical values were not adjusted. COMPANY RATING:

the key figures working capital, net indebtedness and book value per share of the respective previous  ® Total number of shares less the number of own shares held by K+5 as of the balance sheet date.
years were not adjusted and, in 2010, also include the discontinued operations of the COMPO busi- ® Total number of shares less the average number of own shares held by K+S,

S&P: BBB+ (outlook: stable)

ness and, in 2011, the discontinued operations of the Nitrogen business. 7 The figure for 2012 corresponds to the dividend proposal; the dividend yield is based on the year-end N
2 The adjusted key figures only include the result from operating forecast hedges of the respective closing price MOOdy s: Baa2 (outlook: stable)
reporting period reported in EBIT |, which eliminates effects from changes in the market value of the  ® Applied to the adjusted earnings per share

hedges (see also ‘Notes to the income statement and the statement of comprehensive income’
on page 182). Related effects on deferred and cash taxes are also eliminated; tax rate for 2012: 28,5%
(2011: 28,4%)



INTERNATIONAL STOCK MARKETS DEVELOP
POSITIVELY

The international stock markets were able to develop
positively in 2012 as a result of factors such as the strong
supply of liquidity and high dividend yields in contrast
to lower interest rates for bonds. The German DAX, an
important benchmark for K +s, rose by 29.1% despite the
negative impact of the debt crisis in the eurozone. The
European stock index DJ STOXX 600 rose by 14.4 % to 279
points and the global MScI WORLD STANDARD by 13.2%
to 1,338 points. / FIG: 2.1.1

With a closing price at the end of the year that was
almost unchanged in relation to the start of the year
2012, the performance of the x+s share was somewhat
weaker than that of the benchmark indices. The k+s
share was adversely affected by the delay in the Euro-
pean spring season of the potash business as a result of
the very dry and cold weather at the start of the year,
by the below-average de-icing salt business in the first
quarter as well as by the fact that North American and
Russian producers had still not concluded agreements
with Chinese and Indian customers in the third and
fourth quarters. The continued attractive level of agricul-
tural prices in 2012 and the positive stock market envi-
ronment that could be observed particularly in the sec-
ond half of the year failed to make up for the pressure
exerted on the k+s share price as a result of industry-
specific framework conditions. / FIG: 2.1.2

PERFORMANCE OF THE K+S SHARE IN COMPARISON TO DAX, DJ STOXX 600 AND MSClI WORLD FIG: 2.1.1

in% Jan.12  Feb.  Mar.  April  May June July  Aug. Sept. Oct. Nov. Dec. Jan.13 Feb.

140
130
120
110
100
90

80

70
Index: 31 December 2011

— K+S DAX DJ STOXX 600 — MSCI World

Source: Bloomberg

MONTHLY HIGHEST AND LOWEST PRICES AND PERFORMANCE OF K+S SHARE FIG: 2.1.2
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/ YOU CAN FIND THE CURRENT SHARE PRICE AND FURTHER
INFORMATION ABOUT THE STOCK at
www.k-plus-s.com/en/ks-aktie

A different picture appears if we examine a longer
period of time: Thus, the value of the share including the
dividends rose by just under s % over the past five years,
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PERFORMANCE TAB: 2.1.1 MARKET CAPITALISATION OF K+S AKTIENGESELLSCHAFT FIG: 2.1.3
1year 5 years 10 years in € billion 2 4 6 8 10 12
2012 2008-2012 2003-2012
in% 2012 6.7
K+S share . W 67
(excluding dividends) +0.2 (9.2) +751.6 2011 = .
K+S share 2010 _ 108
(including dividends) +4.0 +4.8 +926.3 2009 7.7
DAX _ 2008 7 6.6
(performance index) +29.1 (5.6) +163.2 as of 31 December; Basis: XETRA
DJ STOXX 600 +14.4 (233) +38.6
MSCI World
Standard +132 (15.8) +69.0
PERFORMANCE OF THE K+S SHARE IN RELATION TO PEERS FIG: 2.1.4
while the DAX, MSCI WORLD STANDARD and DI STOXX in % Jan.12  Feb.  Mar.  April  May June July  Aug. Sept. Oct Nov. Dec. Jan.13 Feb.
600 fell by 6%, 16 % and 23 % respectively. The positive 20
erformance of the k+s share can be seen even more .
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TO COMPETITORS

We are also following the performance of our share
compared with our publicly traded competitors. They
include, above all, the North American fertilizer produc-
ers POTASHCORP and MOsAIC, the Russian potash pro-
ducer uraLKkALI and the salt manufacturer compass
from the United States. /FiG: 2.1.4

Shares of international fertilizer producers performed
positively in the first quarter as a result of expectations
that demand for fertilizers would recover over the course
of the year and of the continued attractive level of agri-

Index: 31 December 2011

— K+S PotashCorp Compass Mosaic  — Ura

cultural prices. However, production cuts announced in
the second and third quarters as well as the downgrad-
ing of earnings forecasts of some competitors as result
of agreements not having been concluded with India
and, later, also China weighed on the shares of the com-
panies in the remaining months of the year. Although
k+s did not have to reduce output because of its low

Ikali

Source: Bloomberg

level of dependence on deliveries to China and India
and despite being able to sell a quantity comparable to
that sold in 2011, the x+s share price underperformed
that of most competitors. Performance was only slightly
weaker for PoTAsHCORP, which fell by about 1% in 2012.
At +0.2%, the k+s share closed the year on about the



same level year on year, while the competitors mosaic,
CcoMPASS and URALKALI gained between 6 and 12 %.

K+S SHARE PRICE SLIGHTLY RECOVERED ON A
LOW LEVEL AT THE START OF 2013

At the beginning of 2013 the x+s share price was ini-
tially adversely affected by the adjustment of analysts’
estimates, which had previously still assumed higher
average prices despite the price pressure in the case of
potassium chloride already observable in the fourth
quarter. At the end of February, the x+s share price was
then able to recover again somewhat and on 28 Febru-
ary 2013 at approximately € 36 it was almost 3 % above
the closing price of 2012. The DAaX performed positively
at the beginning of the year; however, at the end of
February, uncertainties over the further development
of the sovereign debt crisis in the eurozone again had
an adverse effect, so that on 28 February 2013 the bax
closed at just under 7,742 points (+2 % compared with 31
December 2012). The share prices of competitors showed
a slightly negative performance compared to 31 Decem-
ber 2012, with the exception of MOSAIC (+3 %).

SHAREHOLDER STRUCTURE

There were no significant changes in the shareholder
structure in 2012. Under the free float definition applied
by DEUTSCHE BORSE AG, the free float is about 90 %.

Our shareholder structure is currently as follows:
+ MERITUS TRUST COMPANY LIMITED Via EUROCHEM
GROUP SE: 9.88 % (notification of 11 July 2011)

SHAREHOLDER STRUCTURE AS AT 28 FEBRUARY 2013 FIG: 2.1.5
2 2012 2011
— in %
1 1 Freefloat 90.1 90.1
2 Meritus Trust
Company Limited 9.97 9.9'

' Notification of 11 July 2011.

+ BLACKROCK INC.:5.08 % (notifications of 11 May 2012)

+ PRUDENTIAL PLC. Via M&G INVESTMENT MANAGE-
MENT LIMITED: 3.00% (notification of 2 November
2011 and correction as of 8 February 2012)

/ FIG: 2.1.5

According to a shareholder identification survey carried
out by an external provider in April 2012, around 60 % of
the shares were held by institutional investors. About
23 % of the shares are predominantly held by domestic
private investors. In terms of geographical distribution,
about 37 % of our shares are held in Germany, followed
by Great Britain (13 %), the United States and Canada
(11% in total) as well as Russia (10 %).

AMERICAN DEPOSITARY RECEIPTS FOR TRADING
IN NORTH AMERICA

In North America, we offer an AMERICAN DEPOSITARY
RECEIPTS (ADR) programme to assist investors there in

trading in x+s securities and thus to expand the inter-
national shareholder basis. As the ADRs are quoted in
Us dollars and the dividends are also paid in us dollars,
their form is essentially similar to that of us stocks. Two
ADRs are based on one K+s share. The ADRs are traded
on the oTc (over-the-counter) market in the form of a
“Level 1” ADR programme. The K+S ADRs are listed on
the orcax trading platform.

/ MORE INFORMATION is available on our website at
www.k-plus-s.com in the area entitled Investor Relations /K+S Share /
ADR Programme as well as on the website of the trading platform

oTcax www.otcgx.com

LISTING IN STOCK MARKET INDICES

The x+s share is, among others, quoted in the following
stock market indices:

+ DAX

+ DJ EURO STOXX

+ DJ STOXX 600



DIVIDEND PER K+S SHARE

K+S ON THE CAPITAL MARKET

FIG: 2.1.6
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AT € 1.40, DIVIDEND PROPOSAL AGAIN HIGHER
THAN IN PREVIOUS YEAR

We pursue an essentially earnings-based dividend policy.
With this measure, a payout ratio of between 40 % and
50 % of the adjusted Group earnings after taxes (including
discontinued operations) forms the basis for the amount
of the future dividend proposals to be determined by the
Board of Executive Directors and the Supervisory Board.
The Board of Executive Directors will thus propose to
the Annual General Meeting to increase the dividend in
line with the gain from the divestment of the NITROGEN
business as well as the omission of the burdening effects
of the divestment of the comPo business and to pay out
€ 1.40 per share for the past financial year. /FiG: 2.1.6

This would correspond to a dividend payout ratio of
about 42 %. With 191.4 million shares outstanding, this
would therefore result in a total dividend payment of
€ 268.0 million. Based on the share price at the end of
the year, the dividend proposal leads to a dividend yield
of 4.0%.

THE K+S BONDS

K+S AKTIENGESELLSCHAFT had placed its first bond on
the capital market on 17 September 2009. The bond has
a volume of € 750 million and a term of five years. With
an interest coupon of 5.0% p.a. and an issue price of
99.598 %, the yield on issue was 5.093 % p.a. The proceeds
from the bond issue were used to finance part of the
purchase price for MORTON SALT.

Against the backdrop of low interest rates, x+s
AKTIENGESELLSCHAFT successfully placed a second
corporate bond in the amount of € s00 million on 12
June 2012. The bond has a ten-year term and an interest
coupon of 3.0 % p.a. The proceeds are to be used to refi-
nance the corporate bond that is set to mature in 2014.
This measure, the other liquidity and future cash flows
serve the financing of the Legacy Project in Canada as
well as general corporate purposes.

As a result of the sovereign debt crisis in the eurozone
and the high provision of liquidity by the Ecs, the bond
prices of debtors with good credit ratings have risen on
the capital market while yields have fallen. Thus, the
bond which will mature in June 2022 was quoted at
104.755% on 31 December 2012; the yield was 2.430%
p.a. The bond which will mature in September 2014 was
quoted at 107.107 % on 31 December 2012. In comparison
to the previous year, the yield fell to 0.821% p.a. against
the backdrop of the shorter residual term of the bond
(31.12.2011:107.732 % O 2.046 % p.a.). On 28 February 2013,
the bond which will mature in June 2022 was quoted
at 104.382% (Yield: 2,466 %) and the bond which will
mature in June 2014 at 106.547 % (Yield: 0,750 %).

/ FIG: 2.2.1

RATING

Since the start of 2009, we have been submitting our-
selves to an external rating process. On g September
2011, the rating agency STANDARD & POOR's raised the
rating to “BBB+" with a “stable” outlook. MooDY's rating



PRICE DEVELOPMENT OF THE K+S BOND

FIG: 2.2.1
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has remained unchanged since 29 November 2010 at
“Baaz2” and with the outlook “stable”. x+s thus continues
to be rated in the targeted investment grade segment.

RESEARCH COVERAGE OF K+S SLIGHTLY
EXPANDED ONCE AGAIN

The already very extensive research coverage of K+s
has once again increased slightly compared with the
previous year. The banks regularly analysing us range
from an investment boutique with regional expertise to
major banks with an international approach. Five cover-
ages were terminated and five new ones commenced.

Source: Bloomberg

The following 34 banks analyse x+s on a regular basis:
B. METZLER SEEL. SOHN & CO.
BAADER BANK AG (new)
BANKHAUS LAMPE
BANK OF AMERICA | MERRILL LYNCH
BARCLAYS (new)
BERENBERG BANK
BMO BANK OF MONTREAL

CITIGROUP
COMMERZBANK
DEUTSCHE BANK
DZ BANK
EQUINET
EQUITA

"
"
"
"
"
"
"
+ CA CHEUVREUX
"
"
"
"
"
"
+ EURO PACIFIC CAPITAL

EXANE BNP PARIBAS
GOLDMAN SACHS
HAUCK & AUFHAUSER INSTITUTIONAL

+

RESEARCH AG (new)

HSBC TRINKAUS & BURKHARDT
INDEPENDENT RESEARCH

J.P. MORGAN CAZENOVE

KEPLER CAPITAL MARKETS (new)
LBBW

LIBERUM CAPITAL

MACQUARIE SECURITIES EUROPE
MAIN FIRST BANK

M.M. WARBURG & CO

MORGAN STANLEY
MORNINGSTAR (new)

NOMURA

REDBURN PARTNERS

SANFORD C. BERNSTEIN
SCOTIABANK

+ + o+ + o+ o+ o+ o+ o+ o+ + o+ o+

UBS INVESTMENT RESEARCH

In the last of the research surveys that we carry out
regularly, 13 banks gave us a “buy/accumulate” recom-
mendation, 8 a “hold /neutral” recommendation and s
banks a “reduce/sell” recommendation. The average tar-
get share price was at about € 39. The Investor Relations
section of our website carries a constantly updated over-
view of current research recommendations as well as
consensus forecasts for revenues and earnings.

/ MORE INFORMATION on this is available on our website at
www.k-plus-s.com under Investor Relations/K+S Share.



K+S INVESTOR RELATIONS OFFERS

A COMPREHENSIVE RANGE OF INFORMATION

In the past year, we have responded to the ever greater
need for information on the part of the capital mar-
ket by offering 55 roadshows and conference days. We
held investor meetings in Europe, North America, Asia
and Australia. We also organised numerous one-on-one
interviews and conference calls. We again intensified
our contact with private shareholders through partici-
pation in five share forums in Germany. The aim of our
Investor Relations work is transparent and fair financial
communication with all market participants in order to
maintain and strengthen confidence in the quality and
integrity of our corporate management, and to provide
comprehensive, fast and optimally objective informa-
tion about our strategy as well as about all events rele-
vant to the capital markets that concern the x+s GrRoUP.

EXTERNAL FEEDBACK

Our efforts were once again recognised last year by third

parties:

+ The k+s Financial Report 2011 achieved 2nd place
(previous year: ath place) among the 30 stocks quoted
on the pax in the highly regarded competition held
by the German MANAGER MAGAZINe and sth place
(previous year: 6th place) in the total ranking of about
160 companies examined from the DAX, MDAX, SDAX
and TECDAX.

+ The x+s Financial Report and the Corporate and
Sustainability Report 2010 were awarded the silver

K+S ON THE CAPITAL MARKET

DDC Award 2011 by the DEUTSCHE DESIGNER CLUB.
Emphasised was the good concept that allowed users
to easily navigate the reports.

+ In the BIRD online readers vote organised by BORSE
ONLINE, we came 31d in 2012 among companies
quoted on the paX (previous year: 4th place) for the
best investor relations work in Germany.

We are very pleased with this recognition. It acts both
as an incentive and an obligation for us to continue to
improve our service to our shareholders, bondholders
and all other interested parties.

Finally, annual anonymous surveys of our shareholders
and analysts show a high degree of satisfaction with
our investor relations work and, furthermore, provide us
with good ideas for further improving our financial mar-
ket communication. The keen interest in x+s is also evi-
dent from the fact that, in 2012, a total of approximately
48,269 financial and quarterly reports, of which 20,751
were in English, were downloaded from our website.

IT PAYS TO VISIT OUR WEBSITE

Our website offers investors and interested third par-
ties a wide range of information. On our Investor Rela-
tions page, you will find all our financial, sustainability
and quarterly financial reports, “facts & figures”, consen-
sus estimates, answers to frequently asked questions, as
well as current Company presentations, recordings of
conference calls and video webcasts. It is also possible

to subscribe to podcasts. Furthermore, a special news-
letter ensures an automatic and immediate supply of
current press releases and Company news by e-mail.
Just give it a try!

/ MORE INFORMATION is available in the Investor Relations
section of our website at www.k-plus-s.com

K+S AKTIENGESELLSCHAFT
INVESTOR RELATIONS
Bertha-von-Suttner-Strafie 7, 34131 Kassel, Germany

phone:  +49 (0)561/9301-1100
fax: +49 (0)561/9301-2425
e-mail: investor-relations@k-plus-s.com

Internet: www .k-plus-s.com/en/investor-relations
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CORPORATE GOVERNANCE

PROVIDING SOLUTIONS

THE PROOF LIES
IN THE CLARITY

Clean and tlear water & an imprrtant requirement 74:-»

Feemm et

fon i a torl pool. Salt i+ helpful fir water treatment
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Crystal clear and blue. That's what usually comes to
mind when most people think of relaxing by a pool
while on vacation. But without proper care and equip-
ment, including a filter unit and maintenance chemi-
cals, the cool water in the pool can become less invit-
ing as bacteria, algae and other organic substances can
develop over time.

In the past, only liquid chlorine could be used to keep
pool water hygienic and safe. While the use of this sub-
stance helped maintain a safe swimming environment,
it also resulted in a number of negative side effects
including: turning hair color green, damaging clothing,
and leaving an irritating film on the skin. In response
to the issues caused by liquid chlorine, more and more
pools today are being equipped with a salt water chlo-
rination unit. This technology facilitates a reaction with
high purity salt in pools that converts the chloride com-

ponents of the salt to free chlorine particles and keep
the pool sanitized. However unlike with liquid chlorine,
the process in a salt water pool does not yield the chlo-
ramines responsible for foul smell, skin irritation, and
other negative effects experienced in a traditional swim-
ming pool.

Salt cannot only be used to help improve the experi-
ence in a swimming pool, it can also help improve water
flowing through the home by helping soften hard water.
Hard water contains many minerals such as calcium,
lime, and iron which are not harmful to one’s health
but can lead to some unwanted properties in the home.
Hard water minerals can build up in pipes making appli-
ances work less efficiently and increasing energy costs.
Hard water can also leave an irritating film on the skin,
make hair look less clean and cause laundry to look
dingy even after washing. It's hard on the pocket too:



NEEDS-BASED PRODUCTS FOR PURE,
CLEAR AND SOFT WATER

With MORTON SALT, we are one of the largest pool and
water-softening salt manufacturers in the North Ameri-
can market. Morton’s pool and water softening products
are primarily produced with higher purity evaporated salt.
Both public and private pools are increasingly equipped
with salt water chlorination units that use pool salts to
help sanitize pool water. We offer two pool salt products for
professional users. MORTON® ADVANCED FORMULA POOL SALT
is a blend of salt and pool balancing additives necessary
for pool maintenance; it helps reduce the need for many

pool chemicals by combining them into a fast-dissolving
single product. MORTON® PROFESSIONAL'S CHOICE POOL
SALT is a high-purity salt, characterized by a fine and uni-
form crystal grade designed to dissolve quickly in pool
water. These products are typically sold to wholesale
distributors who service smaller specialty pool stores.
For private pool owners, we also offer MORTON® HIGH PURITY
POOL SALT available in supermarkets, mass merchants
and home improvement centres. This retail product con-
tributes to most of Morton’s pool salt volume.

When it comes to water softening to help alleviate the
effects of hard water in the kitchen, bathroom and in
household appliances too, MORTON SALT offers a portfolio
of water softening products to address the full-range of
consumer needs in the market. MORTON® SYSTEM SAVER® I
pellets are the #1 brand of water softening pellets in Amer-
ica and contain a patented formula that helps keep the
softener clean to extend its life while providing soft water
to the home.



CORPORATE GOVERNANCE

Salt alsr plass an inprrtant wle Gu water softening.

hard water makes it more difficult for soaps, shampoos
and detergents to lather which means you have to use
more. Hard water minerals can also build up in water
heaters, dishwashers and washing machines leading
to frequent repairs and causing them to wear out up
to 30 % faster.

Water softeners are therefore used in hard water areas
throughout the world in restaurants, hotels, laundries,
but also in private households. The principle behind
most water-softening devices is simple: Once the device
is connected to a water supply, hard water flows into a

chamber column filled with millions of resins beads that
host ion exchanges. Salt pellets or crystals are added to
a softener to act as a catalyst for the ion exchange and
filter out the hard water minerals. The result: soft water
flows out of the device.

Car washes also work with soft water, so that the hard-
ness minerals do not leave any white stains on the paint.
Coffee shop chains and food manufacturers soften their
water, so that hard minerals do not affect the flavour of
their products. Furthermore, producers of cosmetics and

PROVIDING SOLUTIONS

medicines with especially high water quality require-
ments work exclusively with soft water.

In the United States, water softening plays a special role,
since many states or nearly 85% of households in the
United States are affected by hard water. Roughly 10%
of households have installed an in-home water soften-
ing unit to deal with hard water effects. As hard water
is not as wide-spread in Europe, usage of water soften-
ers is more concentrated in certain regions and branches
of industry.



CORPORATE GOVERNANCE

form the basis of
our internal decision-making and control processes / Pro-active and transparent communication
is our demand
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K+s pursues the goal of responsible and transparent
corporate governance and control, oriented towards
the creation of long-term value. This principle forms
the basis of our decision-making and control processes.

In accordance with Sec. 289a of the German Commercial
Code (Handelsgesetzbuch — HGB), the Board of Executive
Directors issues the following declaration on corporate
governance; with this statement, a report in accordance
with Item 3.10 of the German Corporate Governance
Code (Code) is also provided:

3.1 DECLARATION ON
CORPORATE GOVERNANCE AND
CORPORATE GOVERNANCE REPORT

DECLARATION ON CONFORMITY 2012/2013

In December 2012, the Board of Executive Directors and
the Supervisory Board of K+S AKTIENGESELLSCHAFT
submitted the following joint declaration on conformity
in accordance with Sec. 161 of the German Stock Corpo-
ration Act (Aktiengesetz — AktG):

“We declare that the recommendations of the Govern-
ment Commission German Corporate Governance Code
(as amended on 26 May 2010), published by the German
Ministry of Justice in the official part of the German
Federal Gazette, were complied with in 2012 except

CORPORATE GOVERNANCE

3.1 DECLARATION ON CORPORATE GOVERNANCE AND CORPORATE GOVERNANCE REPORT

for the recommendation in item s.4.6 paragraph 2. The
company believes that an exclusively fixed remunera-
tion of the Supervisory Board members is better suited
than a remuneration form that also contains a variable
portion to take the general advisory and control duties
of the Supervisory Board, which exist irrespective of the
success of the business, into account.*

We furthermore declare that the recommendations of
the Government Commission German Corporate Gov-
ernance Code (as amended on 15 May 2012), published
by the German Ministry of Justice in the official part
of the German Federal Gazette on 15 June 2012, will be
complied with in 2013 except for the recommendations
in item 5.1.2 paragraph 2 sentence 3 (Determination of
an age limit for the members of the Board of Execu-
tive Directors) and 5.4.1 paragraph 2 sentence 1 (to the
extent that an age limit is to be determined for Supervi-
sory Board members). We do not believe that it is neces-
sary or practicable to determine strict age limits for the
members of the Board of Executive Directors and Super-
visory Board, since the ability to carry out the work of
the respective corporate body does not necessary end
when a certain age is reached, but depends solely on the
respective individual. Also considering particularly the
demographic developments, age limits therefore conflict
with the general interest of the company to staff its cor-
porate bodies in the best possible way.”

1 The previous recommendation in item 5.4.6 paragraph 2 of the German Corporate
Governance Code, according to which the remuneration of the Supervisory Board
members should contain a variable portion is no longer included in the version
amended on 15 May 2012.

/ THIS AND ALL EARLIER DECLARATIONS ON CONFORMITY
are carried on the Internet at www.k-plus-s.com in the ‘Corporate
Governance’ section.

Only one of the numerous suggestions contained in the

Code has not been fully implemented by x+s:

+ The Annual General Meeting has not as yet been car-
ried live on the Internet in its full length (Code Item
2.3.4), but was only carried up to the end of the speech
by the chairman of the Board of Executive Directors.

GOVERNING BODIES

The governing bodies are the Annual General Meeting,
the Board of Executive Directors and the Supervisory
Board. The powers vested in these bodies are governed
by the German Stock Corporation Act, the Articles of
Association and the respective bylaws of the Board
of Executive Directors and the Supervisory Board.

SHAREHOLDERS AND THE ANNUAL GENERAL
MEETING

The shareholders assert their rights at the Annual
General Meeting and decide on fundamental matters
affecting K+s AKTIENGESELLSCHAFT by exercising their
voting rights. Each share carries one vote (one share,
one vote principle). All documents of decision-making
importance are also made available to the sharehold-
ers on our website. The Annual General Meeting is also
carried live on the Internet until the end of the speech
by the chairman of the Board of Executive Directors.

33
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Shareholders can exercise their voting rights by means
of an authorised representative of their choice and can
issue instructions to them or also vote by absentee bal-
lot in future. The granting of a power of attorney and
the issuance of instructions are also possible through
an electronic power of attorney and voting instruction
system on the x+s website. Shortly after the end of the
Annual General Meeting, we publish details of atten-
dance and the results of the voting on the Internet.

/ FURTHER INFORMATION about the Annual General Meeting
can be found at www.k-plus-s.com/en /hv-2012

OPERATIONS OF THE BOARD OF EXECUTIVE
DIRECTORS

The Board of Executive Directors manages the Company
at its own responsibility in accordance with the law,
the Articles of Association and its bylaws, taking into
account the resolutions adopted by the Annual General
Meeting. The Board of Executive Directors represents
the Company in its dealings with third parties. Pursu-
ant to Art. s Para. 1 of the Articles of Association of the
Company, the Board of Executive Directors comprises at
least two members. The number of members is deter-
mined by the Supervisory Board. At the end of 2012, the
Board of Executive Directors consisted of five members.
The bylaws govern their cooperation and the allocation
of business responsibilities. The affected members of the
Board of Executive Directors are required to be informed
about matters concerning more than one business unit
or department; measures which also concern other seg-
ments or departments or deviate from the usual day-to-

3.1 DECLARATION ON CORPORATE GOVERNANCE AND CORPORATE GOVERNANCE REPORT

day business are required to be agreed with the other
members of the Board of Executive Directors. If possi-
ble, such matters are to be discussed at meetings of the
Board of Executive Directors and measures are to be
resolved there, if necessary. A resolution should always
be passed concerning important business transactions
and measures.

/ THE BYLAWS OF THE BOARD OF EXECUTIVE DIRECTORS

can be found on our website under ‘Corporate Governance’.

/ FURTHER INFORMATION ABOUT THE COMPOSITION OF
THE BOARD OF EXECUTIVE DIRECTORS AND THE DISTRIBU-
TION OF RESPONSIBILITIES can be found on page 39 as well as
on our website under ‘Corporate Governance’.

The main instrument of the Board of Executive Direc-
tors for the exercise of its managerial responsibility and
its duty of supervision is the internal control system
(1cs). The 1cs includes principles, regulations, measures
and procedures, which are oriented towards the organ-
isational preparation and implementation of manage-
ment decisions. It consists of the components “internal
control system” and “internal monitoring system” and
is reviewed on a regular basis.

Control of the k+s GrROUP is exercised through regular
discussions between the Board of Executive Directors
and the corporate departments. Meetings of the Board
of Executive Directors take place on a regular basis every
two weeks. The starting point for the management of
the Group as a whole and the corporate departments are
the targets of the Board of Executive Directors, which are

derived from the vision and overall strategy of the x+s
GROUP. An essential instrument for the implementation
of goals and targets is the totality of internal regula-
tions of the k+s GROUP. A number of controlling instru-
ments are available to the management. Furthermore,
the risk and compliance management system and the
internal audit are important elements of the internal
control system.

The internal monitoring system is intended to ensure
attainment of the planned corporate goals and com-
pliance with the rules of the internal control system. It
consists of process-integrated as well as process-inde-
pendent monitoring measures.

/ FURTHER INFORMATION ABOUT THE INTERNAL CONTROL
SYSTEM AND ITS COMPONENTS can be found in the ‘Enterprise
management and supervision’ section on page 69 and about the risk
management system on page 113 in the Risk Report.

OPERATIONS OF THE SUPERVISORY BOARD

Pursuant to Art. 8 Para. 1 of the Articles of Association
of the Company, the Supervisory Board’s composition
is governed by mandatory statutory provisions. It cur-
rently consists of 16 members and is subject to co-deter-
mination in accordance with the German Co-Determi-
nation Act (Mitbestimmungsgesetz). The Supervisory
Board members are thus elected as representatives of
the shareholders by the Annual General Meeting and as
employee representatives by the employees of the k+s
GROUP in Germany on a 50-percent basis. An election is
held every five years. The term of office of the chairman



ends at the close of the Annual General Meeting 2017,
that of Mr. Cardona at the close of the Annual General
Meeting 2015 and those of the remaining members at
the close of the Annual General Meeting 2013.

/ FURTHER INFORMATION ABOUT THE COMPOSITION OF
THE SUPERVISORY BOARD can be found on page 40 as well as on
our website under ‘Corporate Governance’.

The Supervisory Board oversees and advises the Board
of Executive Directors in connection with the carrying
on of business. It is involved in all decisions of funda-
mental importance in sufficient time and appropri-
ately. The Board of Executive Directors informs it on a
regular basis, promptly and comprehensively about the
course of business, the earnings and financial position,
the employment situation, as well as the planning and
further development of the Company. The Supervisory
Board regularly receives written reports from the Board
of Executive Directors for the preparation of meetings.
After thorough review and discussion, the Supervisory
Board adopts resolutions on the reports and propos-
als, where necessary. In the case of particular business
transactions of great importance to the Company, the
Supervisory Board is also provided with immediate and
extensive information by the Board of Executive Direc-
tors between regular meetings. The Supervisory Board
regularly carries out an efficiency review in the form of
a questionnaire in order to obtain pointers for the future
work of the Supervisory Board and its committees.

/ FURTHER DETAILS ON THE SUPERVISORY BOARD’S
ACTIVITIES IN FINANCIAL YEAR 2012 can be found in the
Supervisory Board Report on page 12 of this Financial Report.

CORPORATE GOVERNANCE

The Supervisory Board has imposed bylaws on itself
and formed four committees from among its members:
+ The audit committee exercises the tasks arising from
the German Stock Corporation Act (AktG) as well
as from Item 5.3.2 of the German Corporate Gover-
nance Code. It is particularly involved in monitoring
the accounting process and the effectiveness of the
internal control system, the risk management sys-
tem, the internal audit system, and the compliance
system as well as in the audit of the financial state-
ments. It also discusses the quarterly and half-yearly
financial reports with the Board of Executive Direc-
tors prior to publication. On the basis of his profes-
sional experience as former head of the Central Legal
Affairs, Tax and Insurance Department and as for-
mer Chief Compliance Officer of BASF sE, Dr. Stinner,
chairman of the audit committee, possesses compre-
hensive knowledge and experience with respect to
the application of accounting principles and internal
control procedures. The audit committee consists of
six members and includes an equal number of repre-
sentatives of the shareholders and of the employees.
+ The personnel committee is responsible for preparing
the appointment of members of the Board of Execu-
tive Directors, including long-term succession plan-
ning. With regard to determining the total remuner-
ation of the individual members of the Board of Exec-
utive Directors, the committee submits proposals for
resolutions to the plenary meeting of the Supervi-
sory Board. The chairman of the Supervisory Board is
simultaneously the chairman of this committee. The

personnel committee consists of four members and
includes an equal number of representatives of the
shareholders and of the employees.

+ The nomination committee recommends suitable
Supervisory Board candidates to the Supervisory
Board to be proposed to the Annual General Meet-
ing. The chairman of the Supervisory Board is simul-
taneously the chairman of this committee. The com-
mittee consists of four members, all of whom are rep-
resentatives of the shareholders.

+ The mediation committee performs the tasks set
forth in Sec. 31 Para. 3 Sent. 1 of the German Co-Deter-
mination Act. The chairman of the Supervisory Board
is simultaneously the chairman of this committee.
The four members of the committee include an equal
number of representatives of the shareholders and of
the employees.

/ THE BYLAWS OF THE SUPERVISORY BOARD can be found on
our website under ‘Corporate Governance’.

OBJECTIVE FOR THE COMPOSITION OF THE
SUPERVISORY BOARD

It can be seen from the most recent declaration on con-
formity of the Company that, among others, the recom-
mendation under Item 5.4.1 of the German Corporate
Governance Code is being followed, according to which
the Supervisory Board should name specific goals for its
composition. In this regard, it should be noted that the
Supervisory Board does not itself decide on its own com-
position and can therefore only work to achieve the real-
isation of the objectives it pursues by correspondingly



suggesting candidates to be proposed to the Annual
General Meeting. As a corporate body, it is not entitled
to influence proposals for the nomination of employee
representatives.

Mindful of this, at its meeting of 21 November 2012, the
Supervisory Board resolved the following®:

“The Supervisory Board shall ensure that its members
are persons of integrity, associated with the social mar-
ket economy and have competence and many years of
experience in the management of and/or consulting
services to commercial enterprises or business-oriented
institutions. Experience and specific knowledge of the
main fields of activity of the Company are desirable. At
least one independent financial expert must belong to
the Supervisory Board.

On the basis of his or her nationality or professional
experience, at least one member of the Supervisory
Board should take particular account of the increased
internationality of the Company. Experience in relation
to the regions in which the k+s GrRoUP has a particular
presence is especially desirable.

1 The age limit for members of the Supervisory Board previously contained in the
objectives for the composition of the Supervisory Board has been removed
for the reasons cited in the declaration on conformity concerning the German
Corporate Governance Code.

Within this framework, the aim is for the Supervisory
Board to include a percentage share of female members
that corresponds at least to the percentage share of women
in the total number of employees of the K+s GROUP.

A further aim is that at least half of the shareholder rep-
resentatives on the Supervisory Board are independent.
This assumes in particular that the persons concerned
do not hold a governing or advisory position with sig-
nificant customers, suppliers, lenders, other business
partners or main competitors and also otherwise do not
have a significant business or personal relationship to
the Company or its Board of Executive Directors. Poten-
tial conflicts of interests on the part of the persons pro-
posed for election to the Supervisory Board should be
prevented, wherever possible.”

The Supervisory Board is of the opinion that at present,
the above objectives are fulfilled with the exception of
one: With Ms. Benner-Heinacher, the Supervisory Board
only has one female member. In light of the current pro-
portion of women of approximately 10% in the total
workforce of the k+s GROUP, the membership of at least
two women is aimed for.

BOARD OF EXECUTIVE DIRECTORS AND
SUPERVISORY BOARD COOPERATION

The Supervisory Board is kept informed by the Board
of Executive Directors at regular intervals in a timely
and comprehensive manner about all issues relevant to
the Company as a whole concerning corporate strategy,

planning, business development and the financial and
earnings position as well as about any particular busi-
ness risks and opportunities. Important business trans-
actions and measures require the consent of the Super-
visory Board; more information on this can be found in
Sec. 12 of the bylaws of the Supervisory Board.

CONFLICTS OF INTERESTS

In order to prevent potential conflicts of interests,
Mr. Cardona did not participate in two plenary sessions
that concerned the interests of ojsc EUROCHEM oJsc.
Further conflicts of interests involving members of the
Board of Executive Directors or the Supervisory Board,
about which the Annual General Meeting needed to
be informed, were not disclosed to the Supervisory
Board in the reporting period.

D&O INSURANCE

K+s has taken out D&o0 insurance, among other things,
in case, on the basis of statutory third-party liability
provisions, a claim for compensation is raised against
members of the Board of Executive Directors or of the
Supervisory Board because of a breach of duty commit-
ted in the exercise of their activity. The deductible is 10 %
of the respective damage up to a maximum of 1.5 times
the fixed annual remuneration. The D&o insurance also
applies to managers.
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DIRECTORS’ DEALINGS OF MEMBERS OF THE BOARD OF EXECUTIVE DIRECTORS TAB: 3.1.1
Date Transaction Number Pricein€ Volume in €

Dr. Thomas Nocker 15.11.2012 Share purchase 3,000 33.57 100,695.45
09.05.2012 Share purchase 4,000 36.66 146,646.40

DIRECTORS’ DEALINGS OF MEMBERS OF THE SUPERVISORY BOARD TAB: 3.1.2
Date Transaction Number Pricein€ Volume in €

Dr. Karl Heidenreich 13.11.2012 Share purchase 500 33.97 16,985.00
Dr. Eckart Stinner 21.05.2012 Share purchase 4,000 35.05 140,200.00

SHARE TRANSACTIONS OF MEMBERS OF THE
SUPERVISORY BOARD AND OF THE BOARD OF
EXECUTIVE DIRECTORS

In accordance with Sec. 15a of the German Securities
Trading Act (Wertpapierhandelsgesetz — WpHG) , mem-
bers of the Board of Executive Directors and the Supervi-
sory Board must disclose purchases or disposals of K+s
shares to K+S AKTIENGESELLSCHAFT.

In 2012, K+S AKTIENGESELLSCHAFT has published noti-
fications concerning directors' dealings shown in table
3.11and 3.1.2. /TAB:3.1.1,3.1.2

/ A CONSTANTLY UPDATED TABLE can be found on our website
at www.k-plus-s.com/en/meldungen /directors-dealings

On 31 December 2012, the members of the Board of Exec-
utive Directors and the Supervisory Board held less than
1% of the shares of k+S AKTIENGESELLSCHAFT and
related financial instruments.

COMPLIANCE

Our compliance system creates the organisational pre-
requisites for applicable law, our internal regulations,
and the regulatory standards recognised by the Com-
pany to be known throughout the Group and for com-
pliance with them to be monitored. We thus want not
only to avoid the risks of liability, penalties and fines as
well as other financial disadvantages for the Company,

but also to ensure a positive reputation of the Company
and its employees in the public eye. We regard it as a
matter of course that breaches of compliance are pur-
sued and punished.

The Board of Executive Directors has entrusted a chief
compliance officer, who reports directly to the chair-
man of the Board of Executive Directors, with coordi-
nating and documenting compliance activities across
the Group. He heads the central compliance commit-
tee to which the compliance representatives as well as
the heads of departments of K+S AKTIENGESELLSCHAFT
belong, who perform compliance-relevant tasks (e.g.
internal audit, risk management, legal affairs, person-
nel, environmental protection, occupational safety and
quality management).

Over and above the legal obligations, we have defined
for ourselves core values and principles of conduct
(the Code of Conduct) derived from them which form
a compulsory framework for our conduct and our deci-
sions as well as provide orientation for our corporate
actions. Our core values and principles of conduct are
published on our website at www.k-plus-s.com in the
‘About k+s’ section. Every employee is made familiar
with these core values and principles of conduct that
apply throughout the Group, as well as with the Com-
pany guidelines derived from them. Obligatory train-
ing sessions for potentially affected employees are held
in relation to specific issues (e.g. anti-trust law, anti-
corruption measures, money laundering and terrorism



K+S COMPLIANCE SYSTEM FIG:3.1.1

Board of Executive Directors

Chairman of the Board of Executive Directors (CEO)

1l

K+S compliance committee

Chief Compliance
Officer (CCO)

+ Coordination and
documentation of the
compliance system

+ Head of compliance
committee

Representatives of
compliance-relevant tasks

+ Compliance representatives
of important corporate
departments

+ Heads of departments with
compliance-relevant tasks

financing, environmental protection, work safety law).
The employees have the possibility of seeking advice
internally in compliance-related matters. Moreover, we
have set up external hotlines (ombudspersons) for the
notification of compliance breaches, anonymously if
desired. /FI1G:3.1.1

ACCOUNTING AND AUDITS

International Financial Reporting Standards (1Frs) are
applied in preparing the consolidated financial state-
ments of K+S AKTIENGESELLSCHAFT. The audits for
2012 were conducted by DELOITTE & TOUCHE GMBH,
Hanover, which has issued a declaration of indepen-

dence pursuant to Item 7.2.1 of the German Corporate
Governance Code. The auditor is appointed by the Super-
visory Board, acting on a recommendation submitted
by the audit committee, after the main topics to be cov-
ered by the audit and the fees have been agreed with
the auditor elected by the Annual General Meeting. The
chairman of the Supervisory Board and the chairman of
the audit committee are advised by the auditor without
delay of any reasons giving rise to exclusion or partiality
that may arise during the audit if they cannot be elim-
inated immediately. Furthermore, the auditor should
immediately advise of all findings and occurrences of
relevance to the tasks of the Supervisory Board that may
arise during the audit. In addition, the auditor is required
to advise the Supervisory Board or make an appropriate
note in the audit report if, during the course of the audit,
he ascertains any facts suggesting incompatibility with
the declaration on conformity issued by the Board of
Executive Directors and the Supervisory Board in accor-
dance with Sec. 161 of the German Stock Corporation Act.

TRANSPARENCY

It is our goal to provide information about the posi-
tion of the Company and about all significant changes
in business to shareholders, shareholder associations,
financial analysts, the media and the interested general
public by means of regular, open and current commu-
nications simultaneously and in an equal manner. We
publish all important information such as information
on the Annual General Meeting, press releases, ad hoc

disclosures and notifications of voting rights, all finan-
cial reports, corporate /sustainability reports, but also
analysts’ recommendations and consensus forecasts as
well as Company presentations from roadshows and
investors’ conferences on our website.

The financial calendar can be found in the financial
report, in the half-yearly and quarterly financial reports
and on the Company’s website. The Company’s Articles
of Association and the bylaws of the Board of Executive
Directors and the Supervisory Board can also be viewed
on this website as well as detailed information on the
implementation of the recommendations and sugges-
tions contained in the German Corporate Governance
Code. An e-mail newsletter provides constant informa-
tion about new developments in the Group.



3.2 MEMBERS OF THE BOARD OF
EXECUTIVE DIRECTORS

As of 31 December 2012

Norbert Steiner (58), lawyer, Chairman

+ Corporate Development and Controlling?
Legal affairs /Compliance

Investor Relations

Corporate Communications

Executive Staff Matters/International
HR Coordination

+ o+ o+ o+

+ Potash and Magnesium Products?

In office until 11 May 2015
First appointed: 12 May 2000

Supervisory Board appointments:

+ E.ON MITTE AG, Kassel
+ K+S KALI GMBH, Kassel (chairman)?

Joachim Felker (60), industrial business manager

+ Potash and Magnesium Products

Term of office ended on 30 September 2012
First appointed: 1 October 2005

Supervisory Board appointments:
+ K+S KALI GMBH, Kassel (until 30 September 2012)3

Gerd Grimmig (59), engineering graduate
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3.2 MEMBERS OF THE BOARD OF EXECUTIVE DIRECTORS

Dr. Thomas Nocker (54), lawyer, Personnel Director

+ Mining

Geology

Engineering /Energy
Research and Development

+ o+ + o+

Environment, Occupational Safety,
Quality Management

Inactive Plants

Waste Management and Recycling
Animal Hygiene Products

K+S CONSULTING GMBH

+ 4+ o+ o+ o+

MSW CHEMIE GMBH

In office until 30 September 2013
First appointed: 1 October 2000

Supervisory Board appointments:

+ K+S KALI GMBH, Kassel?

Dr. Burkhard Lohr (49), business administration
graduate

Finance and Accounting
Taxes

Internal Audit

Purchasing and Procurement
Insurance

+ o+ + + + o+

Data Protection

In office until 31 May 2015
First appointed: 1 June 2012

Human Resources (incl. Health Management)
IT

Organisation and Project Management

Real Estate Management

¥
¥

¥

¥

+ Knowledge Management
+ Global Logistics Strategy
+ Logistics Purchasing

+ K+S TRANSPORT GMBH
¥

CFK GMBH (Trading)

In office until 31 July 2016
First appointed: 1 August 2003

Supervisory Board appointments:

+ K+S KALI GMBH, Kassel?

Mark Roberts (49), Bachelor of Science (Marketing)
+ Salt

In office until 30 September 2015
First appointed: 1 October 2012

Supervisory Board appointments:
+ Salt Institute, Alexandria, Virginia, usa

/ CVS OF THE MEMBERS OF THE BOARD OF EXECUTIVE
DIRECTORS can be found on our website at www.k-plus-s.com /en/
vorstand

1 Dr. Lohr is responsible for Corporate Controlling as of 1January 2013
2 Since 1 October 2012
3 Group appointment
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Gerhard R. Wolf (77), business administration graduate
Former member of the Board of Executive Directors of
BASF SE, Ludwigshafen

Former chairman of the Supervisory Board of

K+S AKTIENGESELLSCHAFT

As of 31 December 2012

Dr. Ralf Bethke (70), business administration graduate,
Chairman, Shareholder representative

Entrepreneur (as member of the Supervisory Boards
mentioned below)

Supervisory Board chairman since 14 May 2008
In office until the end of the 2017 AGMm
First appointed: 1July 2007

Further Supervisory Board appointments:

+ BENTELER INTERNATIONAL AG, Salzburg
(vice-chairman)

+ DIJE KAPITAL AG, Pullach
(chairman)

+ SUDDEUTSCHE ZUCKERRUBENVERWERTUNGS-
GENOSSENSCHAFT EG, Stuttgart-Ochsenfurt

+ SUDZUCKER AG Mannheim/Ochsenfurt,
Mannheim

Michael Vassiliadis (48), chemical laboratory assistant,
Vice-Chairman, Employee representative

Chairman of the Mining, Chemicals and Energy Trade
Union, Hanover

In office until the end of the 2013 AGMm
First appointed: 7 May 2003

Further Supervisory Board appointments:

+ BASF SE, Ludwigshafen

+ EVONIK INDUSTRIES AG, Essen (vice-chairman)
+ HENKEL AG & CO. KGAA, Dusseldorf

+ STEAG GMBH, Essen (vice-chairman)

Ralf Becker (47), trade union secretary,

Employee representative

State District Manager North of the Mining, Chemicals
and Energy Trade Union, Hanover

In office until the end of the 2013 AGm
First appointed: 1 August 2009

Further Supervisory Board appointments:
+ CONTINENTAL REIFEN DEUTSCHLAND GMBH,
Hanover (vice-chairman)

Jella S. Benner-Heinacher (52), lawyer,

Shareholder representative

Deputy General Manager of the DEUTSCHE
SCHUTZVEREINIGUNG FUR WERTPAPIERBESITZ E.V,,
Dusseldorf

In office until the end of the 2013 AGM
First appointed: 7 May 2003

Further Supervisory Board appointments:
A.S. CREATION TAPETEN AG, Gummersbach



George Cardona (61), economist,

Shareholder representative

Entrepreneur (as member of the supervisory bodies
mentioned below)

In office until the end of the 2015 AGM
First appointed: 9 October 2009

Other supervisory bodies:

+ Board of DONALINK LTD., Cyprus

+ Board of ERGLIS LTD., Cyprus

+ Board of EUROCHEM GROUP SE, Cyprus

+ Board of HAMILTON ART LTD., Isle of Man

+ Board of HAMILTON JETS LTD., Bermuda

+ Board of HAREWOOD HOUSE LTD., Jersey, Channel
Islands

+ Board of LINEA LTD., Bermuda

+ Board of LINETRUST PTC LTD., Bermuda

+ Board of MADAKE LTD., Cyprus

+ Board of Directors of 0JSC EUROCHEM MINERAL
AND CHEMICAL CO.,Russia’

+ Board of Directors of 07SC SIBERIAN COAL
ENERGY CO,, Russia

+ Board of SIBENERGY PLC., Cyprus

+ Board of STRATEGIC MINERALS PLC., Great Britain

+ Board of sUSEK PLC., Cyprus

+ Board of VALISE LTD., Bermuda

+ Board of VALTON LTD., Bermuda

+ Board of WESTLINE PTC LTD., Bermuda

+ Board of WISHBORNE GOLD PLC., Gibraltar

1 Until 25 February 2013.
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Harald D6l (48), energy facility electrical expert,
Employee representative

Chairman of the Works Council of K+S KALI GMBH'S
Werra plant

In office until the end of the 2013 AGM
First appointed: 1 August 2009

Dr. Rainer Gerling (s4), engineering graduate,
Employee representative
Head of k+s KALI GMBH's Werra plant

In office until the end of the 2013 AGm
First appointed: 14 May 2008

Rainer Grohe (72), engineering graduate,
Shareholder representative

Entrepreneur (as member of the Supervisory Boards
mentioned below)

In office until the end of the 2013 Acm
First appointed: 6 May 1998

Further Supervisory Board appointments:

+ AURUBIS AG, Hamburg

+ GRAPHIT KROPFMUHL AG, Hauzenberg
(vice-chairman)

+ PFW AEROSPACE AG, Speyer (vice-chairman)

+ SASAG AG, Elsteraue

+ WKV WASSERKRAFT VOLK AG, Gutach

Dr. Karl Heidenreich (71), business administration
graduate, Shareholder representative

Pensioner (former member of the Board of Executive
Directors of LANDESBANK BADEN-WURTTEMBERG)

In office until the end of the 2013 AGMm
First appointed: 7 May 2003

Riidiger Kienitz (52), mining technologist,
Employee representative

Member of the Works Council of K+S KALI GMBH'S
Werra plant

In office until the end of the 2013 AcMm
First appointed: 26 March 1998

Klaus Kriiger (58), mining technologist,

Employee representative

Chairman of the Collective Works Council of the
K+S GROUP

Chairman of the Works Council of K+s KALI GMBH'S
Zielitz plant

In office until the end of the 2013 AGm
First appointed: 9 August 1999



Dieter Kuhn (54), mining engineer,

Employee representative

First vice-chairman of the Collective Works Council of
the k+s GROUP

Chairman of the Works Council of the Bernburg plant
ESCO GMBH & CO. KG

In office until the end of the 2013 AGMm
First appointed: 7 May 2003

Dr. Bernd Malmstrém (71), lawyer,
Shareholder representative
Solicitor

In office until the end of the 2013 AGMm
First appointed: 7 May 2003

Further Supervisory Board appointments:

+ HHLA INTERMODAL GMBH, Hamburg

+ IFCO-SYSTEMS N.v.,, Amsterdam (chairman)
+ LEHNKERING GMBH, Duisburg

+ VTG AG, Hamburg

Other appointments to supervisory bodies:

+ DAL—DEUTSCHE-AFRIKA-LINIEN GMBH & CO. KG,
Hamburg

+ TIME:MATTERS GMBH, Neu-Isenburg (chairman)

Dr. Rudolf Miiller (69), agricultural engineering
graduate, Shareholder representative

Pensioner (former member of the Board of Executive
Directors of SUDZUCKER AG Mannheim /Ochsenfurt)

In office until the end of the 2013 AGMm
First appointed: 7 May 2003

Renato De Salvo (48), shop fitter,
Employee representative
Shop fitter at the k+s KALI GMBH's Sigmundshall plant

In office until the end of the 2013 AcMm
First appointed: 7 May 2003

Dr. Eckart Siinner (e8), lawyer,

Shareholder representative

Solicitor (Of Counsel, ALLEN & OVERY LLP, Mannheim
office)

In office until the end of the 2013 AcMm
First appointed: 28 April 1992

Further Supervisory Board appointments:
+ INFINEON TECHNOLOGIES AG, Neubiberg

/ CVS OF THE MEMBERS OF THE SUPERVISORY BOARD can
be found on our website at www.k-plus-s.com /en /aufsichtsrat

SUPERVISORY BOARD COMMITTEES

AUDIT COMMITTEE

Dr. Eckart Stinner (chairman)
Ralf Becker

Dr. Ralf Bethke

Dr. Karl Heidenreich

Klaus Kruger

Michael Vassiliadis

+ + o+ 4+ o+ o+

NOMINATION COMMITTEE
+ Dr. Ralf Bethke (chairman)
+ Jella S. Benner-Heinacher
+ Dr.Bernd Malmstrom

+ Dr. Rudolf Miller

PERSONNEL COMMITTEE
+ Dr. Ralf Bethke (chairman)
+ Rainer Grohe

+ Klaus Kruiger

+ Michael Vassiliadis

MEDIATION COMMITTEE
Dr. Ralf Bethke (chairman)
Dr. Eckart Sinner

Klaus Kriger

Michael Vassiliadis

+

+ o+ o+



In the following, we explain the basic features of the
remuneration systems for the Board of Executive Direc-
tors or the Supervisory Board of K+S AKTIENGESELL-
SCHAFT, together with the concrete design of the indi-
vidual components.

REMUNERATION OF THE BOARD OF
EXECUTIVE DIRECTORS

REMUNERATION STRUCTURE

The criteria for the appropriateness of the remuneration
include especially the responsibilities of each member
of the Board of Executive Directors, his individual perfor-
mance, the performance of the Board of Executive Direc-
tors as a whole, the comparison with other senior man-
agement, and the economic position as well as the suc-
cess and future prospects of the Company, taking into
consideration its comparative environment.

The remuneration for the members of the Board of Exec-
utive Directors consists of annual elements and those
with a long-term incentive character. The annual remu-
neration elements include both components not related
to performance and performance-related components.
The components not related to performance consist of
the fixed remuneration as well as in-kind and other ben-
efits; the bonus is the performance-related part. There is
also a variable remuneration component, based on key
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figures, with a long-term incentive (LT1) character. Fur-
thermore, the members of the Board of Executive Direc-
tors have received pension commitments.

The fixed remuneration as basic remuneration not
related to performance is paid monthly. In addition to
this, the members of the Board of Executive Directors
receive benefits, in particular contributions to pension,
health and long-term care insurance as well as in-kind
benefits, which consist mainly of the use of company
cars.

In order to harmonise the interests of shareholders to a
high degree with those of the Board of Executive Direc-
tors, a part of the bonus is determined on the basis of
the return on the total investment of the Group. More-
over, the personal performance of the members of the
Board of Executive Directors is taken into consideration
when calculating the bonuses; the payment is made in
the following financial year.

/ FURTHER INFORMATION ABOUT THE CALCULATION OF
THE COST OF CAPITAL AND THE RETURN ON TOTAL INVEST-
MENT can be found on page 9s.

The structure of the annual remuneration in a normal
year provides for a fixed remuneration of 40 % and vari-
able, short-term performance-related components of
60 %. Of the variable component, 80% is linked to the
performance of the Company, i. e. to the return on total
investment achieved; the remaining 20 % is dependent
on personal performance. Variable remuneration of

100 % is reached if, on the one hand, the return on total
investment achieved reaches at least 115 % of the respec-
tive cost of capital rate and, on the other hand, personal
performance was assessed as being 100 %. Remuneration
on the basis of the return on total investment is capped
at a value of 21 percentage points above the minimum
return. The ranges for target accomplishment of the two
variable remuneration components are between o and
about 150 %. The chief financial officer receives 1.1 times
the remuneration, the chairman of the Board of Execu-
tive Directors 1.5 times. The amount of the remunera-
tion on the basis of a normal year is reviewed annually.

In addition, it is possible to obtain income from a long-
term incentive programme based on key figures as a
variable component of remuneration with a long-term
incentive and risk character. It is based on a multi-
annual assessment in accordance with the value con-
tribution achieved. The Company’s success is thus deter-
mined on the basis of two four-year periods. The value
contribution is derived as follows:

Operating earnings (EBIT 1)

+ Interest income of the financial year

Cost of capital (before taxes) of the financial year
Value contribution

There is a cap for the value contribution at + € 500 mil-
lion per financial year.



To determine the result of an LTI tranche, two four-
year periods are compared (a “reference period” and a
“performance period”). The reference period covers the
four years before the commencement of the particular
LTI, while the performance period covers the four years
of the particular LT1 term. The following diagram shows
the time periods of the LTI programme: / FIG: 3.4.1

At the beginning of an Lt1, the average of the four value
contributions of the reference period is computed, and
after the expiry of the programme, the average of the
four value contributions of the performance period
is determined. The difference between these average
value contributions is reflected as a percentage on
a scale from € (200) million to € +200 million. A sta-
ble development, i.e. a difference of € o million, cor-
responds to 100% and is defined as a normal year. In
such a normal year the variable component of remu-
neration with a long-term incentive character for an
ordinary member of the Board of Executive Directors
is € 350,000.In the case of underperformance, the pay-
ment decreases on a straight-line basis to 0% in line
with the percentage deviation. In the case of overper-
formance, the payment increases correspondingly up
to an upper limit of 200% (= € 700,000). For the chief
financial officer, the component of remuneration is 1.1
times, and for the chairman of the Board of Executive
Directors it is 1.5 times.

Payment is made in April of the year following the
end of the programme. In the event of termination of

LTI PROGRAMME FIG: 3.4.1
Reference period Performance period
Value contributions
in € million year -4 year -3 year -2 year-1 year 1l year 2 year 3 year 4
& 1%}
Beginning of End of
programme programme

the employment contract or reaching retirement age,
a discounted payment on a pro rata basis of all cur-
rent tranches is normally made in April of the follow-
ing year.

For the gaps in inflow arising as a result of having, in
2010, switched the variable remuneration components
with a long-term incentive effect from a two-year to a
four-year term in 2013, a tranche of the LTI programme
was already started virtually in 2009. / FIG: 3.4.2

The system of remuneration of the Board of Executive
Directors presented was approved by a large majority

at the Annual General Meeting of 2010 and honoured
by EUROSHAREHOLDERS, the organisation of European
shareholder associations, as a particularly shareholder-
friendly remuneration system.

The LTI programme replaces the system in place
between 1999 and 2009 with the possibility for income
to be obtained by exercising stock options as a variable
component of remuneration with a long-term incen-
tive and risk character. As part of a virtual stock option
programme, whose structure is identical to that for
the remaining stock option programme participants,
members of the Board of Executive Directors were for
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LTI PROGRAMMES 2008 TO 2012 FIG: 3.4.2
in € million 2004 2005 2006 2007 20087 2009 2010 20117 2012 2013 2014 2015 Result
7 084 ) ?325 Difference =
LTI 2008 € 241 million 2 200%
60 Yo " 68 500 Bz = 500 — — — — Payment?2 =€ 700,000
0194 ® 296 Difference =
LTI 2009 — €102 million2151%
— 96 li- N 500 (32) 334 20 384 — — — Payment? =€ 528,500
@162 not yet complete (@ to date 406)
LTI 2010 — —
— — 114 bo ) (32) 334 S0u g — — — —
@217 not yet complete (@ to date 442)
LT12011 — — —
— — — 68 50v i 334 500 38+ — — -
?326 not yet complete (@ to date 384)
LTI 2012 — — — —
— — — - 500 (32) - 500 384 — - -
Average reference period Average performance period
" In the years 2008 and 2011, the cap limit was reached due to very good value contributions

2 For an ordinary member of the Board of Executive Directors; payment is made in April of the year following the end of the programme.

the last time in 2009 able to use 30% of their perfor-
mance-related remuneration for own investments in
K+s shares. By acquiring such basic shares, the partici-
pants received virtual options that trigger a cash pay-
ment when exercised. The amount of the cash payment
is determined according to the relative performance of
the x+s share in relation to the pax benchmark. The
basic prices of the k+s share and the pax decisive for
the calculation of performance correspond to the aver-

age share price during the 100 trading days until the
respective base reference date (the third from last Fri-
day before the Ordinary Annual General Meeting). A
subsequent change of the success targets or comparison
parameters is impossible.

The options granted up to 2009 expire after a total
period of five years, after which the unexercised
options expire without compensation. After a lock-up

period of two years, it is possible to exercise the options
within two time windows per year, in May and Novem-
ber, following the publication of the quarterly figures.
In order to be able to exercise the options, the basic
shares must be held in succession until the day the
option is exercised. In the event of a change of control,
a special window opens up for the exercise of all still
outstanding options.



In the event of withdrawal or resignation, those virtual
options that have not yet been exercised by that time
expire.

The following is a sample calculation of the annual
remuneration of an ordinary member of the Board of
Executive Directors: / TAB: 3.4.1

AMOUNT OF REMUNERATION

Details of the remuneration of the Board of Executive
Directors for the financial year 2012 are provided in indi-
vidualised form in table 3.4.2. / TAB: 3.4.2

The total remuneration of the Board of Executive Direc-
tors related to six members, three of whom were in
office for twelve months. The mandate of Mr. Felker
ended on 30 September 2012 and the mandates of Dr.
Lohr and Mr. Roberts began on 1 June 2012 and 1 Octo-
ber 2012 respectively. In the previous year, the Board of
Executive Directors consisted of five board members, all
of whom were in office for twelve months. All the com-
ponents of the remuneration of the Board of Executive
Directors are regularly reviewed every three years. As a
result, the remuneration was raised by just under 4%
from 1January 2012. As shown in figure 3.4.2 on page 47,
the value contributions generated in the four-year per-
formance period were higher than those of the reference
period. Consequently, the 2009 LTI programme attained
a value of 151 %.

The values of the stock options acquired but not yet
exercised in the framework of the option programme

ILLUSTRATIVE CALCULATION OF THE ANNUAL REMUNERATION OF AN ORDINARY MEMBER

OF THE BOARD OF EXECUTIVE DIRECTORS

TAB: 3.4.1

Achievement of Achievement Maximum achieve-

target 100 % of target 0% ment of target
in€
Fixed remuneration: 40 % 400,000 400,000 400,000
Bonus: 60 % 600,000" 02 905,0003
—of which performance of the Company: 80 % 480,000 0 725,000
—of which personal achievement of target: 20 % 120,000 0 180,000
LTI programme 350,000% 0° 700,0008
Total annual remuneration 1,350,000 400,000 2,005,000

1 Return on total investment 2 minimum return; personal achievement of targe 2 100 %.

2 Return on total investment 2 0 %; personal achievement of target 2 0%.

3 Return on total investment > minimum return +21 percentage points; personal achievement of target £ 150 %.
4 Difference of the average value contributions of reference and performance period = € 0 million 2100 %.

® Difference of the average value contributions of reference and performance period < € (200) million 2 0%

6 Difference of the average value contributions of reference and performance period > € +200 million 2 200 %

offered for the last time in 2009 are shown in table 3.4.3
(value had they been exercised on 31 December 2012).
/ TAB: 3.4.3

In 2011 and 2012, no member of the Board of Executive
Directors exercised virtual options of the still ongoing
2009 option programme.

PENSION COMMITMENTS

The pensions of the active members of the Board of
Executive Directors are based on a modular system, i. e.
for each year of service as a member of the Board of
Executive Directors, a pension module is created.

The pension modules are calculated on the basis of
40% of the fixed annual remuneration of the respec-
tive member of the Board of Executive Directors. The
annual total pension under this modular system is lim-
ited upwards, in order to avoid unreasonable pensions
in the case of long-standing appointments (>15 years).
The upper limit for an ordinary member of the Board of
Executive Directors is € 225,000, and for the chairman
of the Board of Executive Directors it is € 300,000. The
figures will be reviewed in a three-year cycle — begin-
ning with financial year 2014 — and adjusted if necessary.

The amount is computed in accordance with actuarial
principles and put aside for retirement; the factors for
the creation of the modules for 2012 for the members
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REMUNERATION OF THE BOARD OF EXECUTIVE DIRECTORS TAB: 3.4.2
Claims/ Pay-
Fixed ments from LTI

remuneration Benefits Bonus programmes Total

in € thousand
Norbert Steiner 2012 620.0 25.4 1,180.0 792.8 2,618.2
2011 590.0 249 1,102.0 1,050.0 2,766.9
Joachim Felker? 2012 300.0 163 562.5 1,366.1 2,244.9
2011 380.0 214 720.0 700.0 1,8214
Gerd Grimmig 2012 400.0 311 750.0 5285 1,709.6
2011 380.0 30.7 720.0 700.0 1,830.7
Dr. Thomas Nocker 2012 400.0 246 750.0 528.5 1,703.1
2011 380.0 237 720.0 700.0 1,8237
Dr. Burkhard Lohr? 2012 256.7 146 481.3 - 752.6
2011 - - - - -
Mark Roberts? 2012 100.0 14.0 187.5 - 301.5
2011 - - - - -
Jan Peter Nonnenkamp* 2012 - - - - -
2011 538.0 224 1,045.0 1,928.0 3,533.4
Total 2012 2,076.7 126.0 3,911.3 3,215.9 9,329.9
2011 2,268.0 1231 4,307.0 5,078.0 11,776.1

1 In office until 30 September 2012. All claims from LTI programmes are paid proportionately up to 30 September 2012 in April of the following year, i.e. in April 2013.

2 In office since 1June 2012

3 In office since 1 October 2012. A US dollar rate is stipulated for translation of the remuneration. Because disbursements are first translated at current rates, this might need

to be compensated at the end of the year.

4 Mr. Nonnenkamp retired from the Board of Executive Directors at 31 December 2011. Claims to fixed remuneration, bonuses and discounted payments from the current
LTI programmes existed until the original agreed term of the contract on 31 May 2012 and have been paid within the framework of the termination of the contract on

31 December 2011.

of the Board of Executive Directors are between 9.0 and
14.0 %, depending on their age; these factors decrease
with increasing age. The individual pension modules
earned during the financial years are totalled and, when
the insured event occurs, the respective member of the

Board of Executive Directors or, if applicable, his survi-
vors, receives the benefit he is entitled to. Only on pay-
ment are pension benefits adjusted in line with changes
in the “consumer price index for Germany”. Claims on
the modules acquired are vested.

VIRTUAL SHARE OPTION

PROGRAMME 2009 TAB: 3.4.3

Option programme 2009

Value in

Number of € thousand

options on 31.12.

Norbert Steiner 2012 190,000 0.0
2011 190,000 2222

Joachim Felker 2012 152,900 0.0
2011 152,900 178.8

Gerd Grimmig 2012 153,060 0.0
2011 153,060 179.0

Dr. Thomas Nocker 2012 152,900 0.0
2011 152,900 178.8

Total 2012 648,860 0.0
2011 648,860 758.8

If a Board of Executive Directors mandate ends, the
retirement pension starts on completion of the esth year
of life, unless it is to be paid on the basis of an occupa-
tional or a general disability or as a survivor's pension
in the event of death. In the event of an occupational or
general disability of a member of the Board of Execu-
tive Directors before pension age has been reached, that
member receives a disability pension in the amount of
the pension modules created by the time that such dis-
ability occurs. If the disability occurs before the ssth
year of life has been reached, modules are fictitiously
created on the basis of a minimum value for the years
that are missing before the ssth year of life. In the event



PENSIONS' TAB: 3.4.4

Fair value Pension Fair value
Age asof 1.1. expenses? asof 31.12.2

in € thousand

Norbert Steiner 2012 58 3,225.2 536.7 4,684.2
2011 2,721.6 514.5 3,225.2

Joachim Felker 2012 60 2,060.6 3453 2,991.2
2011 1,7389 3319 2,060.6

Gerd Grimmig 2012 59 2,918.5 401.8 3,837.2
2011 2,544.8 386.6 2,918.5

Dr. Thomas Nocker 2012 54 1,863.7 3435 2,881.5
2011 1,553.9 330.9 1,863.7

Dr. Burkhard Lohr 2012 49 - 255.4 2554
2011 - - -

Mark Roberts 2012 49 - 107.0 107.0
2011 - - -

Jan Peter Nonnenkamp 2012 49 - - -
2011 393.7 297.3 757.2

Total 2012 10,068.0 1,989.7 14,756.5
2011 8,952.9 1,861.2 10,825.2

' According to IFRS
2 Including interest expenses.

3 The significant increase in the fair value as of 31 December 2012 is attributable to the reduction in the applicable interest rate from 4.9 % to 3.5%. Due to the application of the
“corridor method”, under which actuarial gains and losses are only recorded if they exceed the 10 % corridor in the income statement, the projected unit credits as of 1January
are not transferable as pension expenses to the corresponding values as of 31 December.

of death of an active or a former member of the Board of
Executive Directors, the surviving spouse receives 60 %,
each orphan 30 % and each half-orphan 15 % of the ben-
efit. The maximum amount for the benefit for surviv-
ing dependants must not exceed 100 % of the benefit. If
this amount is reached, the benefit is reduced propor-
tionately. If a member of the Board of Executive Direc-

tors departs after completing his soth year of life, this
is regarded as an insured event within the meaning of
the benefit commitment.

For members of the Board of Executive Directors, the
amounts shown in table 3.4.4 were allocated to the pen-
sion provisions in 2012. / TAB: 3.4.4

The pension module earned by each of the members of
the Board of Executive Directors in 2012 results in pen-
sion expenses, which are calculated in accordance with
actuarial principles. The increase of the values in com-
parison to the previous year’s figure is attributable to
the fact that the period until the assumed start of the
pension is one year less.

EARLY TERMINATION OF BOARD OF EXECUTIVE
DIRECTORS’ CONTRACTS

In the event of a recall of the appointment as board
member, a member of the Board of Executive Directors
receives, at the time of the termination, a severance pay-
ment of 1.5 times the fixed remuneration, however, up to
a maximum amount of the total remuneration for the
remaining period of the contract of service. For all Board
of Executive Directors’ contracts concluded since 2012,
the upper limit for severance payments is 1.5 times the
annual fixed remuneration for all remuneration com-
ponents.

In the event of an early dissolution of a Board of Exec-
utive Directors’ contract as the result of a takeover
(“change of control”), the payment of the fixed remu-
neration and bonuses outstanding until the end of the
original term of appointment is made plus a compen-
satory payment if there is no reason that justifies a ter-
mination without notice of the contract of the person
concerned. The bonus is calculated in accordance with
the average of the preceding two years. The compensa-
tory payment is 1.5 times the annual fixed remunera-



tion. In addition, there is an upper limit on severance
payments, in keeping with which claims arising from
the “change of control” clause may not exceed the value
of the combined annual remuneration for three years.
In the event of a change of control, the members of the
Board of Executive Directors enjoy no extraordinary
right of termination.

MISCELLANEOUS

In the year under review, with regard to their activity as
members of the Board of Executive Directors, the mem-
bers were not promised or granted benefits by third par-
ties. Apart from the service contracts mentioned, there
are no contractual relationships between the Company
or its Group companies with members of the Board of
Executive Directors or persons closely related to them.

The total remuneration of the previous members of the
Board of Executive Directors and their surviving spouse
came to € 1.1 million (previous year: € 1.1 million) during
the year under review.

REMUNERATION OF THE SUPERVISORY BOARD

REMUNERATION STRUCTURE

The remuneration of the Supervisory Board is regulated
in Sec. 12 of the Articles of Association. On 9 May 2012,
the Annual General Meeting resolved to alter the remu-
neration of the Supervisory Board as of 2012. It thus con-
firmed the view of the Board of Executive Directors and
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the Supervisory Board that an exclusively fixed remu-
neration of the members of the Supervisory Board
better takes account of the consulting and supervis-
ing functions of the Supervisory Board, which gener-
ally exists independently of the success of the Com-
pany, than the previous form of remuneration, which

also includes a variable component. Furthermore, it
appeared reasonable to the Annual General Meeting to
adjust the remuneration for the activity in the commit-
tees of the Supervisory Board to the greater workload
and complexity.

REMUNERATION OF THE SUPERVISORY BOARD'! TAB: 3.4.5
Fixed Variable Nomina-
remunera- remunera- Audit  Personnel tion Attendance

tion tion committee committee committee allowance Total

in€
Dr. Ralf Bethke 2012 200,000 - 15,000 15,000 15,000 12,000 257,000
(Chairman) 2011 110000 48,000 7,500 - - 7,000 172,500
Michael Vassiliadis 2012 150,000 - 15,000 7,500 - 8,250 180,750
(Vice-Chairman) 2011 82,500 36,000 7,500 - - 3,500 129,500
Ralf Becker 2012 100,000 - 15,000 - - 6,000 121,000
2011 55,000 24,000 2,651 - - 3,000 84,651
Jella S. Benner-Heinacher 2012 100,000 - - - 7,500 6,000 113,500
2011 55,000 24,000 - - - 3,500 82,500
George Cardona 2012 100,000 — - - - 3,000 103,000
2011 55,000 24,000 - - - 2,000 81,000
Harald Doll 2012 100,000 - - - - 3,000 103,000
2011 55,000 24,000 - - - 2,500 81,500
Dr. Rainer Gerling 2012 100,000 - - - - 3,000 103,000
2011 55,000 24,000 - - - 2,500 81,500
Rainer Grohe 2012 100,000 - - 7,500 - 5,250 112,750
2011 55,000 24,000 - - - 4,000 83,000
Dr. Karl Heidenreich 2012 100,000 - 15,000 - - 6,000 121,000
2011 55,000 24,000 7,500 - - 4,000 90,500
Ridiger Kienitz 2012 100,000 - - - - 3,000 103,000
2011 55,000 24,000 - - - 2,500 81,500

continued on page 50




REMUNERATION OF THE SUPERVISORY BOARD ! (CONTINUED) TAB: 3.4.5
Fixed Variable Nomina-
remunera- remunera- Audit  Personnel tion Attendance

tion tion committee committee committee allowance Total

in€
Klaus Kriiger 2012 100,000 - 15,000 7,500 - 8,250 130,750
2011 55,000 24,000 7,500 - - 5,000 91,500
Dieter Kuhn 2012 100,000 - - - - 3,000 103,000
2011 55,000 24,000 - - - 2,500 81,500
Dr. Bernd Malmstrém 2012 100,000 - - - 7,500 4,500 112,000
2011 55,000 24,000 - - - 2,000 81,000
Dr. Rudolf Mller 2012 100,000 - - - 7,500 6,000 113,500
2011 55,000 24,000 - - - 3,500 82,500
Renato De Salvo 2012 100,000 - - - - 3,000 103,000
2011 55,000 24,000 - - - 2,000 81,000
Dr. Eckart Stinner 2012 100,000 - 30,000 - - 6,000 136,000
2011 55,000 24,000 15,000 - - 4,000 98,000
Total 2012 1,750,000 - 105,000 37,500 37,500 86,250 2,016,250
2011 962,500 420,000 47,651 - - 53,500 1,483,651

1 Without reimbursement for the value added tax (VAT) to be paid by the members of the Supervisory Board as a consequence of their activities

A member of the Supervisory Board receives from
2012 onwards fixed annual remuneration of € 100,000
(previously: € 55,000). The previous annual variable
remuneration which was determined by the amount
of the return on total investment achieved by the
K+S GROUP in the respective financial year and could
amount to a maximum of € 45,000, has ceased and will
not be replaced. The chairman of the Supervisory Board
receives twice this amount and the vice-chairman 1.5
times the amount of such remuneration.

The members of the audit committee receive annual
remuneration of € 15,000 each (previously € 7,500), and
the members of the personnel committee annual remu-
neration of € 7,500 each (previously not remunerated).
For his or her activity on the nomination committee,
each member receives annual remuneration of € 7,500
(previously not remunerated) if at least two meetings
have taken place in the respective year. The chairmen of
these committees shall receive twice this amount and
the vice-chairman 1.5 times the amount of this remuner-
ation. Finally, for participation in a meeting of the Super-

visory Board or one of its committees to which he or she
belongs, each member of the Supervisory Board receives
an attendance fee of € 750 (previously: € 500), and in the
case of more than one meeting on the same day, how-
ever,a maximum of € 1,500 per day (previously: € 1,000).
The members of the Supervisory Board are entitled to
the reimbursement from the Company of any expenses
necessary and reasonable for the performance of their
duties, as well as to the reimbursement of any value
added tax (vaAT) to be paid as a consequence of their
activities in the capacity of Supervisory Board members.

/ FURTHER INFORMATION ABOUT THE CALCULATION OF
THE COST OF CAPITAL AND THE RETURN ON TOTAL INVEST-
MENT can be found on page 9s.

AMOUNT OF REMUNERATION

Details of the remuneration of the Supervisory Board
for the financial year 2012 are provided in individualised
form in table 3.4.5. / TAB:3.4.5

Additionally, in 2012, members of the Supervisory Board
were reimbursed expenses totalling € 16.8 thousand
(previous year: € 57.0 thousand). The decrease can be
attributed in particular to reduced travel activities by
Supervisory Board members to sites of the k+s GROUP.
In financial year 2012, no remuneration was paid for
activities on the Supervisory Board of subsidiaries; nei-
ther were benefits for personally performed services, in
particular consultancy or brokerage services, granted to
the members of the Supervisory Board.
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THE PROOF LIES IN

THE QUALITY
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For wheat, low temperatures are important in winter
for plant development, but heavy frost leads to irrepara-
ble damage and yield losses. In the main growth period,
wheat needs sufficient moisture, and during the matu-
ration time, summery and dry weather conditions are
important. The soil has to be rich in humus and calcar-
eous. Loess soil and black earth are best. However, over
the centuries, farmers have learned to work with local
conditions that are not optimal. Back in 1900, statisti-
cally, one farmer only fed three people. Today it is sev-
eral hundred people. Where once one stalk grew, ten
will now grow.

However, the food requirements of a growing world
population, changed eating habits and climate change
continue to confront agronomic research with major

challenges. To supply mankind with enough agricul-
tural products, professional agricultural technology
is needed for seed, crop protection and products for
needs-based plant nutrition tailored to the specific
location. Balanced application of mineral fertilizers
with the main nutrients nitrogen, phosphate, potas-
sium and magnesium is essential for higher crop yields
worldwide and improved quality. Within this context,
scientists are also seeking to discover which fertiliz-
ers help the plants to better cope with long dry peri-
ods. It is becoming ever more important to be prepared
for the uncertainties created by external influences,
such as the weather. If the knowledge gained in agri-
cultural research is to be passed on to farmers through-
out the world, interfaces between science and business
are needed.



INSTITUTE OF APPLIED PLANT NUTRITION
AT THE UNIVERSITY OF GOTTINGEN

In May 2012, K+S KALI GMBH opened the INSTITUTE OF
APPLIED PLANT NUTRITION (IAPN), which is recognised by
the Georg August University of Gottingen. The aim of the
IAPN is to create an interface between science and busi-
ness and to focus on practice-oriented research in the
area of plant nutrition. The knowledge obtained can be
rapidly transferred to agricultural practice by our appli-
cation consultants. An important area of activity at the
IAPN is research into the effect of optimal fertilization with
the nutrients potash, magnesium, sulphur and sodium
on the efficient use of water. Because water shortages

and drought do not, as generally assumed, only affect
dry zones in developing countries. In Europe and North
America too, water management is the key issue for the
future in agriculture. Because here too, farmers increas-
ingly have to combat harvest shortfalls due to dry condi-
tions or resulting from an unfavourable distribution of rain
over the year. The drought in North America in the sum-
mer of 2012 has shown how serious the effects can be.

Against this backdrop, the application of fertilizers tai
lored to local conditions is a task of special importance.

Together with universities in Gieen, Halle-Wittenberg,
Kiel and Istanbul, we have been able to demonstrate that
both the ability of soil to store water and the plant’s use
of water can be improved by the addition of potassium
and magnesium within the framework of balanced plant
nutrition. In this way, dry phases can better be overcome
and high crop yields achieved even under difficult local
conditions.
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Wheat i+ the mast ifmm@ taltivated crop- in Turape.

In Europe, wheat is the most frequently cultivated crop,
with a share of 24 %. Here it is mostly common or seed
wheat that is cultivated. This is used to produce bread,
pastry products and malt. But common wheat is also
used for feed or to obtain starch. Durum wheat, the sec-
ond most important variety in Europe, is generally cul-
tivated in the Mediterranean region as spring cereal
and used primarily to produce pasta. What purpose the
cereal is used for depends, however, also on the quality
of the harvested germ. So-called E-wheat is of the high-
est quality, followed by A-wheat, which is character-

ised by its high protein content. These two varieties are
generally mixed with other quality classes to improve
their quality. B-wheat is used as bread wheat and pri-
marily for pastry products, while C-wheat, the lowest
quality grade, can primarily be found in feed production.
Regardless of the quality class of the wheat, an optimal
provision of mineral fertilizers is necessary to achieve a
variety-specific, adequate quality level. Especially potash
and magnesium assist in efficiently converting nitro-
gen into protein building blocks and storing it in the
germ. Although the ancient crop can also be cultivated

as spring cereal, winter wheat is more important. Winter
hardiness is therefore an important feature in Northern
and Eastern Europe, and it can be improved by a good
supply of potash and magnesium.
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De-icing salt business unusually weak due to weather conditions / Group revenues at € 3.9 billion
approximate previous year’s level / Operating earnings EBIT I reach € 808.5 million
(2011: € 906.2 million) / Divestment of the NITROGEN business successfully completed / k+s

GROUP with attractive prospects for 2013 and 2014
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4.1 GROUP STRUCTURE AND
BUSINESS OPERATIONS

GROUP LEGAL STRUCTURE

K+S AKTIENGESELLSCHAFT acts as the holding company
for the k+s GROUP. Its economic development is influ-
enced to a substantial degree by direct and indirect sub-
sidiaries located in Germany and abroad. In addition
to K+S AKTIENGESELLSCHAFT, all significant affiliated
companies in which K+s AKTIENGESELLSCHAFT holds,
directly or indirectly, the majority of the voting rights,
have been consolidated. Subsidiaries of minor impor-
tance are not consolidated.

/ DETAILS REGARDING SUBSIDIARIES, EQUITY INTERESTS
AND RELATED COMPANIES can be found in the list of shareholdings
in the Notes to the consolidated financial statements on page 212 as
well as page 211.

Significant subsidiaries are the directly held K+s KALI
GMBH, K+S SALZ GMBH and K+S FINANCE BELGIUM
BVBA. K+S SALZ GMBH groups together Esco — EURO-
PEAN SALT COMPANY GMBH & CO. KG and K+S NETH-
ERLANDS HOLDING B.V., which holds both the shares
in the companies associated with the business activi-
ties of SOCIEDAD PUNTA DE LOBOS S.A. (sPL) in Chile
and the companies associated with the Legacy Project
in Canada.K+S FINANCE BELGIUM BVBA, together with
K+S NETHERLANDS HOLDING B.V. holds the shares
in MORTON SALT, INC. through subsidiaries. K+S KALI
GMBH and K+S SALZ GMBH essentially hold their for-

ORGANISATIONAL STRUCTURE
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4.1 GROUP STRUCTURE AND BUSINESS OPERATIONS

FIG:4.1.1
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eign subsidiaries through their own intermediate hold-
ing companies. The Complementary Activities too are
largely related to K+s AKTIENGESELLSCHAFT through
subsidiaries.

In comparison to 31 December 2011, the scope of consoli-
dation has changed as follows: The ESCO — EUROPEAN
SALT COMPANY GMBH & CO. KG, a wholly owned sub-
sidiary of K+s AKTIENGESELLSCHAFT, On 3 January 2012,
took over 100 % of the voting rights in the Czech salt pro-
cessing company SOLNE MLYNY, A.S. (SM0) through its

subsidiary ESCO INTERNATIONAL GMBH. As a result of
the divestment of the nitrogen fertilizer business, since
2 July 2012, K+S NITROGEN GMBH as well as K+S AGRO
MEXICO S.A. DE C.V,, K+S HELLAS S.A., FERTIVA GMBH,
K+S AGRICOLTURA S.P.A. and K PLUS S IBERIA S.L. NO
longer belong to the consolidated companies.
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4.1 GROUP STRUCTURE AND BUSINESS OPERATIONS

ORGANISATIONAL STRUCTURE

The reporting of the k+s GrouUP is divided into three
business units that are interlinked in terms of strategic,
technical and economic aspects. /FIG: 4.1.1

/ SUPPLEMENTARY INFORMATION ABOUT THE PRODUCTS
AND SERVICES OF THE K+S GROUP can be found in the Corporate /
Sustainability Report and on our website www.k-plus-s.com

POTASH AND MAGNESIUM PRODUCTS

BUSINESS UNIT

The Potash and Magnesium Products business unit
extracts potash and magnesium crude salts at six mines
in Germany, which are further processed there and at
a former mining site to create end products or inter-
mediate products. Furthermore, the business unit has
three processing sites in France. The annual production
capacity of the business unit is up to 7.5 million tonnes
of potash and magnesium products. As a result of the
acquisition of the Canadian company POTASH ONE,
the business unit will in future have the possibility to
increase the annual production capacity with the Legacy
Project by at least 2.86 million tonnes over the long term.
Abroad distribution network facilitates the sale of these
products on all relevant European and overseas markets.
The Potash and Magnesium Products business unit is
predominantly reflected in K+s KALI GMBH, its subsidi-
aries and K+S POTASH CANADA GP.

/ FURTHER INFORMATION ABOUT THE LEGACY PROJECT can
be found on page 143.

IMPORTANT PRODUCTS AND SERVICES

The Potash and Magnesium Products business unit
offers its customers fertilizers, products for industrial
applications, high-purity potassium and magnesium
salts for the pharmaceutical, cosmetics and food indus-
tries as well as elements for the production of feed.
Potassium chloride is the best-selling product group.
This fertilizer with universal areas of application is
used globally, in particular for important crops, such as
cereals, corn, rice and soy beans. Potassium chloride is
directly spread on fields as a granulate or mixed first
with other straight fertilizers in bulk blenders. We also
supply potassium chloride as a fine-grain “standard”
product for the fertilizer industry, which processes it
along with other nutrients to produce complex fertiliz-
ers. The fertilizer specialities of the business unit differ
from classic potassium chloride because of their differ-
ent nutrient formulas with magnesium, sulphur and
trace elements. These fertilizers are used for crops which
have a greater need for magnesium and sulphur, such
as rape or potatoes, as well as for chloride-sensitive spe-
cial crops, such as citrus fruits, wine and vegetables. The
business unit also offers a wide range of high-quality
potassium and magnesium products for industrial appli-
cations, available in different degrees of purity and in
specific grain sizes. These are used, for example, in chlo-
rine-alkaline electrolysis in the chemical industry, in the
production of glass and synthetic materials, in the min-

eral oil industry, in metallurgical processes, in the textile
industry, in biotechnology, in oil and gas exploration, as
well as in the recycling of synthetic materials. Further-
more, the Potash and Magnesium Products business
unit provides a product portfolio meeting the especially
high demands of the pharmaceutical, cosmetics, food
and animal feed industries. Consulting is a key element
in the range of services offered by the business unit.
A team of consultants, consisting of regional consult-
ants as well as globally active agriculturalists, provides
important information and suggestions for innovations
in relation to the use of fertilizers in agriculture. Tech-
nical application advice for industrial products is avail-
able worldwide.

/ SUPPLEMENTARY INFORMATION ABOUT THE PRODUCTS
AND SERVICES OF THE K+S GROUP can be found in the Corporate/
Sustainability Report and on our website www.k-plus-s.com

IMPORTANT SALES MARKETS AND COMPETITIVE
POSITIONS

The business unit achieves almost half of its revenues in
Europe. Here it benefits from the logistically favourable
location of the production sites for European customers.
In South America too, particularly in Brazil, as well as in
Asia, the business unit holds a noteworthy market posi-
tion; use is made of cost-effective container shipments,
too. /FIG:4.1.2



The Potash and Magnesium Products business unit is
the world’s fifth-largest and in Western Europe the larg-
est producer of potash and magnesium products and,
in 2012, had an approximately 10 % share in the global
sales volume of potash. Important competitors are the
North American companies POTASH CORP., MOSAIC
and AGRIUM, which operate a joint export organisation
with cANPOTEX, the Russian URALKALI and the Belaru-
sian BELARUSKALI, which operate outside their domes-
tic markets together through the export organisation
BPC, Istael’s 1cL, Jordan's apc and Chile’s sam. Its ferti-
lizer specialities containing potassium and magnesium
clearly distinguish the business unit from competitors
and with these fertilizers it occupies the leading posi-
tion in the world. With its products for industrial, tech-
nical and pharmaceutical applications too, K+s is among
the most competitive suppliers worldwide, and by far
the largest supplier in Europe.
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SALT BUSINESS UNIT

In the Salt business unit, the x+s GroUP extracts and
markets food grade salt, industrial salt, salt for chemical
use and de-icing salt. With an annual production capac-
ity of about 30 million tonnes of salt, k+s is the world’s
largest supplier of salt products. The business unit com-
prises the sub-units ESCO — EUROPEAN SALT COMPANY
GMBH & CO. KG (ESco0), Hanover, whose activities are
mainly focused on Europe, Chilean SOCIEDAD PUNTA
DE LOBOS S.A. (SPL), Santiago de Chile, with activities in
South America and the United States, as well as MOR-
TON SALT, INC., Chicago, one of the largest salt producers
in North America. Esco operates three rock salt mines,
two brine plants, as well as several plants processing
evaporated salt in Germany, France, the Netherlands,
Portugal and Spain, and has numerous distribution

POTASH AND MAGNESIUM PRODUCTS — SALES VOLUMES BY REGION FIG: 4.1.2
5 2012 2011
- in%
4 T Europe 50.6 54.0
/  _ofwhich Germany 14.9 16.4
1 72 North America 24 2.3
; \ Z South America 213 17.4
_ 4 Asia 216 219
2 T Africa, Oceania 41 4.4
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sites in Europe. To strengthen our market position in
Eastern Europe, Esco took over the Czech salt process-
ing company SOLNE MLYNY A.S. (SMO), an important
supplier of salt products in the Czech Republic and on
other European markets, at the start of 2012. The annual
production capacity of Esco in Europe is about 8.0 mil-
lion tonnes of crystallised salt and 1.7 million tonnes of
salt in brine. The Chilean spL extracts rock salt in Salar
Grande de Tarapaca by means of cost-effective open-
cast mining. The production capacity there is about 6.5
million tonnes per year and is planned to be expanded
by 1.5 million tonnes to an annual 8 million tonnes by
mid-2013. Moreover, SALINA DIAMANTE BRANCO, which
belongs to the spL Group, operates a sea salt facility with
an annual capacity of 0.5 million tonnes in the north-
eastern part of Brazil. In the United States, spL distrib-
utes its salt products via the INTERNATIONAL SALT COM-
PANY (15c0). Furthermore, Chilean shipping company
EMPREMAR S.A., with a fleet of three ships of its own as
well as additional chartered ships providing maritime
logistics for the spL Group in South America, also forms
part of the Salt business unit. MORTON SALT operates six
rock salt mines, seven solar plants and ten plants pro-
cessing evaporated salt in the United States, in Canada
and in the Bahamas. The annual production capacity
totals about 13 million tonnes of salt. The Salt business
unit is represented in Europe as well as North America
and South America with its own distribution units and
via platform companies of the k+s Group. Furthermore,
the business unit exports salt products to Asia and other
regions of the world.



IMPORTANT PRODUCTS AND SERVICES

The Salt business unit offers its customers food grade
salt, industrial salt, salt for chemical use and de-icing salt,
which are all based on sodium chloride (common salt).
Depending on the particular applications, the products
differ primarily in terms of their grain size, the degree
of purity, the form in which they are supplied and pos-
sible additives. In the food grade salt segment, the K+s
GROUP produces both salt for the foodstuff industry as
well as food grade salt for end users, to which also pre-
mium products such as kosher salt or low-sodium salt
belong. Industrial salts are used by dyeing works, in the
textile industry, in the production of foodstuffs for ani-
mals, for the preserving of fish, in drilling fluids used for
the extraction of oil and natural gas, as well as in many
other industrial areas. Pharmaceutical salts are a key ele-
ment in infusion and dialysis solutions. In the industrial
salts segment too, products for end users such as water-
softening salts are manufactured. Salt for chemical use is
one of the most important raw materials for the chemi-
cal industry. In electrolysis plants, it is split into chlo-
rine, caustic soda and hydrogen. It reaches the end user
in the form of, for example, an element of several plas-
tic materials. Winter road maintenance services, public
and private road authorities, road maintenance depots
and commercial bulk customers procure de-icing agents
from the x+s GroUP, and household packages for end
users round off the product range. In addition, de-icing
salts are on offer, which, through the addition of calcium
chloride, create more heat in contact with ice and snow
than conventional products and thus work more quickly,
especially at very low temperatures.

/ FURTHER INFORMATION ABOUT PRODUCTS, SERVICES
AND AREAS OF APPLICATION OF THE SALT BUSINESS UNIT
can be found in the Corporate /Sustainability Report.

IMPORTANT SALES MARKETS AND COMPETITIVE
POSITIONS

The key sales markets of the Salt business unit in Europe
include Germany, the Benelux countries, France, Scandi-
navia, the Iberian Peninsula, the Czech Republic, Poland
and the Baltic States, while the United States, Canada,
Brazil, and Chile are markets of particular importance
on the American continent. Regionally, the de-icing salt
business is strongly dependent on weather conditions.
Thanks to its unique network of production facilities
in Europe, North America and South America, K+s can
respond more flexibly to fluctuations in demand for de-
icing salt than the local competitors. In the other seg-
ments, owing to the limited possibility for substitution in
most applications, the demand situation is relatively sta-
ble. While the market for salt in Western Europe is com-

paratively mature and only exhibits slight growth rates,
a trend towards a stronger increase in demand is being
observed in the emerging market countries. /FIG: 4.1.3

The sector was characterised by a process of consolida-
tion in recent years. With its purchase of the 38 % inter-
estin Esco held by the SOLVAY GROUP in 2004, its acqui-
sition of the Chilean salt producer spL in 2006 as well
as its takeover of MORTON sALT successfully completed
in October 2009, the k+s GroUP has played an active
role in shaping this process. Esco is Europe’s leading
producer of salt products for the food sector, salts for
chemical and industrial use, and de-icing salts, in addi-
tion to the competitors sUDSALZ, SALINS DU MIDI and
AKZO NOBEL. With spr, South America’s largest salt pro-
ducer, the k+s GrRoOUP has gained access to the grow-
ing South and Central American markets. MORTON SALT
is one of the largest salt producers in North America,
together with CARGILL and COMPASS MINERALS INTER-
NATIONAL. With the acquisition of MORTON sALT, the
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K+S GROUP, in terms of production capacity, became the
world’s largest salt producer with an annual capacity of
about 30 million tonnes.

1= & 173 1

COMPLEMENTARY ACTIVITIES

In addition to disposal activities for underground dis-
posal and reutilisation of waste in potash and rock salt
mines, the salt slag and building material recycling
(waste management and recycling) as well as the gran-
ulation of caTsaN® at the Salzdetfurth site, the term
“Complementary Activities” bundles further activities
of importance to the K+s GrRoup. With K+s TRANS-
PORT GMBH, Hamburg, the k+s GROUP possesses its
own logistics service provider. CHEMISCHE FABRIK KALK
GMBH (CFK) trades in different basic chemicals.

IMPORTANT PRODUCTS AND SERVICES

The Waste Management and Recycling business unit
uses the underground caverns created as a result of the
extraction of crude salts for the long-range safe disposal
of waste and for waste recycling while employing the
available infrastructure of active potash and rock salt
mines. The business unit operates two underground
storage sites. The waste stored there is isolated perma-
nently from the biosphere. Additionally, the k+s GROUP
operates five underground reutilisation plants for waste.
Officially approved waste is used here to fill caverns. Flue
gas cleaning residues, for example, are suitable for under-
ground reutilisation. The salt deposits used by the k+s

GrouP for the disposal of waste and for waste recycling
are impervious to gas and liquids as well as securely sep-
arated from the layers carrying groundwater. A combina-
tion of geological and artificial barriers thus ensures the
highest possible degree of safety. For the secondary alu-
minium industry, the business unit offers smelting salts
and the recycling of salt slag. Building material recycling
also belongs to the range of services.

With K+S TRANSPORT GMBH in Hamburg and its subsidi-
aries, the k+s GrRoUP has, in addition to the Chilean ship-
ping company EMPREMAR, which is assigned to the Salt
business unit, a further logistics service provider of its
own. The operation of the “Kalikai” in Hamburg, with a
storage capacity of about 400,000 tonnes one of Europe’s
largest transshipment facilities for bulk goods, is x+s
TRANSPORT GMBH's core business and of strategic impor-
tance for the Potash and Magnesium Products business
unit at the same time. The K+s GROUP’s container busi-
ness is also directed from Hamburg, including pre-ship-
ment from the production sites to the loading terminals.

At the Salzdetfurth site, a way has been found of suc-
cessfully continuing to use existing plants and exten-
sive sections of the infrastructure of a disused potash
plant economically, preserving jobs and even again sig-
nificantly expanding operations. Here we granulate, for
example, the well-known animal hygiene brand product
CATSAN® for MARS GMBH.

CFK's product range comprises a selection of basic chem-
icals. They include caustic soda, nitric acid, sodium car-
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bonate (soda) as well as calcium chloride and magne-
sium chloride.

IMPORTANT SALES MARKETS AND COMPETITIVE
POSITIONS

The core markets of the Waste Management and Recy-
cling business unit are located in Western and Central
Europe. Moreover, the Eastern European countries, pri-
marily Poland and the Baltic states, offer growth poten-
tial as the demand for Eu-compliant underground waste
management solutions for waste disposal is increas-
ing there. The market for underground waste disposal
is very competitive, but the x+s GrouP offers specific
added value for the customer with its full-service solu-
tions. In the case of recycling salt slag from the second-
ary aluminium industry too, the x+s GroUP is a lead-
ing provider in Germany and in the rest of Europe. cFx’s
customers include many well-known European chemi-
cal companies, glassworks, metal processing companies,
detergent producers and breweries as well as cities and
local authorities, which use calcium chloride or magne-
sium chloride for winter road clearance services.

KEY SITES

At the end of 2012, the x+s GROUP employed nearly
14,400 people in Germany and abroad. Figures 4.1.4 and
4.1.5 provide an overview of the most important x+s
GROUP sites and the number of staff employed by them
atthe end of 2012. /FIG: 4.1.4, 4.1.5



IMPORTANT SITES IN EUROPE

FIG: 4.1.4

Employees

Site (FTE)"
K+S sites in Kassel, Germany
(K+S AG/K+S KALI/K+S Entsorgung/
K+S IT Services) H 739
Kaliverbundwerk Werra, Germany
(Heringen /Merkers /Philippsthal /
Unterbreizbach) K12 %2 4,369
Zielitz potash plant, Germany K22 % 1,840
Sigmundshall potash plant, Germany K32 R 773
Neuhof-Ellers potash plant, Germany K4 = 753
Bergmannssegen-Hugo
potash plant, Germany K52 135
Bernburg salt mine, Germany 512 R 445
Borth salt mine, Germany S2 R 309
Braunschweig-Liineburg salt mine, Germany S3 R 176
esco headquarters, Hanover, Germany S4 83
Frisia Zout BV. brine plant,
Harlingen, The Netherlands S5 82
K+S Transport GmbH, Hamburg, Germany E1 121
Granulation of animal hygiene products,
Bad Salzdetfurth, Germany E2 119

1 FTE = Full-time equivalents; part-time  H=Holding

positions are weighted in accordance K = Potash and Magnesium Products

with their respective share of working S =Salt
hours; including trainees

E = Complementary Activities

2 Site with waste management activities. ) Potash and rock salt mining

S5

S2

E1
K3
S4 ks R
E2
S1
H
K1
K4
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IMPORTANT SITES IN AMERICA FIG: 4.1.5
Employees

Site (FTE)"
K+S Potash Canada GP (Legacy Project),
Saskatchewan, Canada K6 = 118
Salina Diamante Branco sea
salt facility, Natal, Brazil S6 247
Rittman evaporated salt facility, USA S7 246
Morton Salt headquarters, Chicago, USA S8 246 527 K6
Ojibway salt mine, Canada S9 R 209 $28 17
Grand Saline salt mine, USA S10 R 202 S 55292 S14 S1

i S S23
Pugwash salt mine, Canada S11 R 186 i 538 <4
SPL open-cast salt mining operations, 513 7
Tarapacd Desert /Patillos, Chile S12 R 174 525 0
Hutchinson evaporated salt facility, USA E] 156 51%16
Silver Springs evaporated salt facility, USA  S14 152 ]
Empremar shipping company, $20
Santiago de Chile, Chile S15 150
Weeks Island salt mine, USA S16 R 147
Mines Seleine salt mine, Canada S17 R 144
Grantsville solar salt facility, USA S18 138
SPL headquarters, Santiago de Chile, Chile 519 130
Inagua sea salt facility, Bahamas S20 122 -
Manistee evaporated salt facility, USA S21 115
Fairport salt mine, USA S22 R 100
Windsor evaporated salt facility, Canada S23 91
ISCO distribution company, 512
Clarks Summit, USA S24 79
Newark evaporated salt and
sea salt facility, USA S25 77 S154519
Port Canaveral processing site, USA S26 55
Lindbergh brine plant, Canada S27 51
Canadian Salt headquarters, 1 FTE = Full-time equivalents; part-time K = Potash and Magnesium Products
Montreal, Canada 528 40 ositions are weighted in accordance S =Salt
) p 8!
" with their respective share of working R Potash and rock salt mining

Glendale evaporated salt facility, USA S29 32 hours; including trainees
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4.1 GROUP STRUCTURE AND BUSINESS OPERATIONS

INFORMATION ABOUT RAW MATERIAL DEPOSITS
An overview of our raw material deposits and reserves
can be found in the ‘Further Information’ section on
page 216.

MANAGEMENT AND CONTROL

DECLARATION ON CORPORATE GOVERNANCE

The Declaration on Corporate Governance in accordance
with Sec. 289a of the German Commercial Code (Han-
delsgesetzbuch — HGB) is shown in the ‘Corporate Govern-
ance’ section on page 33. It forms an integral part of the
combined Management Report of K+S AKTIENGESELL-
SCHAFT and the k+s Group. With this declaration, the
Board of Executive Directors and the Supervisory Board
also provide a report in accordance with Item 3.10 of the
German Corporate Governance Code. It includes the dec-
laration pursuant to Sec. 161 of the German Stock Corpora-
tion Act (AktG), the description of how the Board of Execu-
tive Directors and the Supervisory Board function, as well
as the composition and procedures of the committees
and further information regarding corporate governance.

BASIC FEATURES OF THE REMUNERATION SYSTEM
The information to be disclosed in accordance with
Sec. 289 Para. 2 No. 5 and Sec. 315 Para. 2 No. 4 of the Ger-
man Commercial Code (HGB) and Items 4.2.4, 4.2.5 and
5.4.6 Para. 3 of the German Corporate Governance Code
is contained in the Remuneration Report on page 43 of
the ‘Corporate Governance’ section; the Remuneration
Report constitutes an integral part of the combined Man-

agement Report of K+S AKTIENGESELLSCHAFT and the
K+S GROUP.

PARTICIPANTS IN AND TERMS OF PROGRAMMES
WITH A LONG-TERM INCENTIVE CHARACTER
Between 1999 and 2009, k+s made it possible for the
Board of Executive Directors and the senior manage-
ment to participate in a virtual stock option programme.
In 2009, a total of 308 people were entitled to this (see
Financial Report 2009). You can find a more detailed
description of the programme, whose structure was
identical for the Board of Executive Directors and for
the remaining participants in the option programme,
in the Remuneration Report on page 45.

Against the background of the statutory provisions
amended by the German Act on the Appropriateness
of Management Board Remuneration and the recom-
mendations of the German Corporate Governance Code
on the form of management board remuneration, an
adjustment to the variable component of remunera-
tion with a long-term incentive character (the so-called
“Long-term Incentive” (LTI)) became necessary. A var-
iable remuneration component based on key figures
was therefore introduced in 2010. It is based on a multi-
annual assessment in accordance with the value added
achieved.In 2012, a total of 418 people (2011: 362) working
for k+s were eligible to participate. You can find a more
detailed description of the programme, which is in its
fundamental structure identical for the Board of Execu-
tive Directors and for the remaining participants, in the
Remuneration Report on page 44.

LEGAL INFLUENCING FACTORS

Overall, the legal framework conditions affecting the
K+S GROUP essentially remained constant, with the
result that they did not impact significantly on the
operating business. Information on risks arising from
changes in legal framework conditions can be found in
the Risk Report on page 120.

INFORMATION PURSUANT TO SEC. 289
PARA. 4 AND SEC. 315 PARA. 4 OF THE GER-
MAN COMMERCIAL CODE (HGB) AS WELL
AS EXPLANATORY REPORT OF THE BOARD
OF EXECUTIVE DIRECTORS IN ACCORDANCE
WITH SEC. 1776 PARA. 1 SENT. 1 OF THE GER-
MAN STOCK CORPORATION ACT (AKTG)

ITEM 1: COMPOSITION OF SUBSCRIBED CAPITAL
The share capital amounts to € 191,400,000 and is
divided into 191,400,000 shares. The bearer shares of the
Company are no-par value shares. There are no other
classes of shares.

ITEM 2: RESTRICTIONS ON VOTING RIGHTS

OR ON THE TRANSFER OF SHARES

Each share carries one vote; no restrictions apply to vot-
ing rights or to the transfer of shares. No correspond-
ing shareholder agreements are known to the Board of
Executive Directors.



ITEM 3: DIRECT OR INDIRECT INTERESTS IN

THE CAPITAL EXCEEDING 10%

There are no direct or indirect interests in the share capi-
tal exceeding 10 %.

ITEM 4: HOLDERS OF SHARES WITH SPECIAL
RIGHTS CONFERRING CONTROL POWERS

There are no shares with special rights conferring con-
trol powers.

ITEM 5: VOTING RIGHT CONTROL IN THE EVENT
OF EMPLOYEE OWNERSHIP OF CAPITAL

No voting right controls apply.

ITEM 6: STATUTORY REGULATIONS AND
PROVISIONS OF THE ARTICLES OF ASSOCIATION
CONCERNING THE APPOINTMENT AND DIS-
MISSAL OF MEMBERS OF THE BOARD OF EXECU-
TIVE DIRECTORS AND AMENDMENTS TO THE
ARTICLES OF ASSOCIATION

The appointment and dismissal of the Board of Exec-
utive Directors are governed by Sec. 84 AktG. Accord-
ingly, the members of the Board of Executive Directors
are appointed by the Supervisory Board for a maximum
term of five years. In accordance with Art. s of the Articles
of Association, the Board of Executive Directors of K+s
AKTIENGESELLSCHAFT comprises at least two members.
The number of members is determined by the Supervi-
sory Board. The Supervisory Board can appoint a mem-
ber of the Board of Executive Directors chairman of the
Board of Executive Directors. The Supervisory Board can
rescind the appointment of a member of the Board of

Executive Directors or the appointment of the chairman
of the Board of Executive Directors for important reasons.

Amendments to the Articles of Association can be
resolved by the Annual General Meeting by a simple
majority of the share capital represented (Sec.179 Para. 2
AktG in conjunction with Art.17 Para. 2 of the Articles of
Association) unless statutory provisions impose larger
majority requirements.

ITEM 7: BOARD OF EXECUTIVE DIRECTORS’
AUTHORISATIONS CONCERNING THE POSSIBIL-
ITY OF ISSUING OR BUYING BACK SHARES

The Board of Executive Directors is authorised to acquire
own shares representing no more than 10 % of the no-
par value shares comprising the share capital of k+s
AKTIENGESELLSCHAFT until 10 May 2015. At no time may
the Company hold more than 10% of the total number
of no-par value shares comprising its share capital. Pur-
chases may be made on a stock exchange or by means of
a public purchase offer directed to all shareholders. In the
event of a purchase effected on a stock exchange, the pur-
chase price paid per share must not exceed or undercut
the relevant stock exchange price by more than 10 %, being
the price of the k+s share in the XETRA computerised
trading system determined by the opening auction on the
day of purchase of the shares. In the event of a purchase
effected by means of a public purchase offer directed to
all shareholders, the purchase price offered per share must
not exceed or undercut the relevant stock exchange price
by more than 10 %, being the weighted average exchange
price of the k+s share in the XETRA computerised trading
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system during the last ten exchange trading days preced-
ing the publication of the purchase offer.

The Board of Executive Directors is furthermore author-
ised, with the approval of the Supervisory Board, to dispose
of shares in the Company which were acquired on the

basis of an authorisation in accordance with Sec. 71 Para. 1

No. 8 AktG on a stock exchange or by means of a public

offer directed to all shareholders. In the following cases,

the shares may be disposed of by other means and thus
with the subscription rights of the shareholders excluded:

+ Disposal against consideration comprising payment
of a cash sum that does not significantly undercut the
relevant stock exchange price;

+ Issuance of shares as consideration for the purpose
of acquiring companies, parts of companies or inter-
ests in companies;

+ Servicing of convertible bonds and bonds with war-
rants, which have been issued on the basis of author-
isation granted by the Annual General Meeting.

The authorisation to exclude subscription rights applies
in respect of all shares representing a proportionate
amount of the share capital that is not greater than 10 %
of the share capital at the time of the adoption of the
resolution or at the time of exercising the authorisation,
depending on when the amount of the share capital is
the smaller amount. The maximum limit of 10 % of the
share capital is reduced by the proportionate amount
of the share capital corresponding to those shares that
are issued in connection with a capital increase from



authorised capital or from conditional capital excluding
subscription rights while this authorisation is in effect.

The Board of Executive Directors is finally authorised,
with the approval of the Supervisory Board, to cancel
shares in the Company which were acquired on the basis
of an authorisation in accordance with Sec. 71 Para. 1 No. 8
AktG and with no additional resolution of the Annual
General Meeting being required to effect such cancella-
tion. The shares have to be cancelled in accordance with
Sec. 237 Para. 3 No. 3 AktG without a capital decrease in
such a way that, as a result of the cancellation, the pro-
portion of the remaining no-par value shares in the share
capital is increased pursuant to Sec. 8 Para. 3 AktG.

The authorisations to purchase own shares as well as to
dispose of and cancel them may be exercised in whole
or in part each time and several times in the latter case.

The authorisation granted by the Annual General Meet-
ing to the Board of Executive Directors to purchase own
shares of the Company to a limited extent is a common
instrument available in many companies. By being able
to resell own shares, the Company is placed in a posi-
tion to, for example, gain long-term investors in Ger-
many and abroad or to finance acquisitions flexibly. The
remaining possibility of cancelling own shares is also a
common alternative to its use and lies in the interest of
the Company and its shareholders.

ITEM 8: SIGNIFICANT AGREEMENTS THAT

APPLY IN THE EVENT OF A CHANGE OF CONTROL
RESULTING FROM A TAKEOVER BID

In 2010, K+s concluded a syndicated credit line for
€ 800 million. All bank advances made within the frame-
work of the credit line will become due and payable
immediately and the entire credit line become redeem-
able in accordance with the conditions set out in this
agreement if one person acting alone or more persons
acting in concert acquire control over X+S AKTIEN-
GESELLSCHAFT. Moreover, in 2009, K+S issued a bond in
the amount of € 750 million and, in 2012, a bond in the
amount of € 500 million. In the event of a change of con-
trol, the bond holders have the right to terminate deben-
tures that have not yet been redeemed.

The provisions that credit agreements and bond con-
ditions contain for the event of a change of control are
customary and reasonable from the perspective of pro-
tecting the legitimate interests of the creditors.

ITEM 9: AGREEMENTS CONCLUDED WITH THE
BOARD OF EXECUTIVE DIRECTORS OR EMPLOY-
EES CONCERNING COMPENSATION IN THE EVENT
OF A TAKEOVER BID

Agreements of this type exist with the members of the
Board of Executive Directors of K+S AKTIENGESELL-
SCHAFT and are explained in detail in the Remunera-
tion Report on page 48. The stock option programme
for the Board of Executive Directors and for senior man-
agement, granted for the last time in 2009, provides for
the opening of a special time window for the exercise

of all still outstanding options in the event of a change
of control. The exact form of this programme, which is
identical for the Board of Executive Directors and for
senior management, is also explained in the Remunera-
tion Report (see page 45). The programme with a long-
term incentive character (LTI), introduced in 2010 for
the Board of Executive Directors and for senior manage-
ment, includes no compensation agreements.

The existing compensation agreements with the mem-
bers of the Board of Executive Directors and the special
time window of exercise governed by the stock option
programme for the Board of Executive Directors and for
senior management in the event of a takeover bid, which
was granted for the last time in 2009, take into appropri-
ate consideration both the legitimate interests of those
concerned and of the Company and its shareholders.

VISION AND MISSION

Our vision and mission provide the framework for our
activities and for the strategic orientation of the Group
and are to bring closer the basis for our thinking and
actions to our employees, shareholders, lenders, custom-
ers, suppliers and the public.

/ OUR VISION can be found on page 9 of this Financial Report,
while further information is also available in the Corporate /Sustain-
ability Report.



GROWTH STRATEGY

COMPONENTS OF THE

K+S GROWTH STRATEGY FIG: 4.2.1

Differentiation and
Sustainable Margin Growth
through Specialisation

Expansion of Strategic
Business Units through
Acquisitions and Cooperations

Expansion of a Setting Standards Increasing

Balanced Regional  for Quality, Reliability ~ Efficiency and

Portfolio and Service Exploiting
Synergies

DIFFERENTIATION AND SUSTAINABLE MARGIN
GROWTH THROUGH SPECIALISATION

The x+s GrOUP aims to consolidate and expand mar-
ket positions in its strategic business units, in particular
through the increased marketing of speciality products.
The refinement strategy makes it possible to achieve
higher margins in the Potash and Magnesium Products
and Salt business units.

INCREASING EFFICIENCY AND EXPLOITING
SYNERGIES

In respect of the most important competitors in the
main sales markets of the Potash and Magnesium
Products and Salt business units, the cost position is a
key success factor. In addition to consistently pursuing
cost-cutting and flexibilisation initiatives throughout
the whole process chain, the focus is also on optimising

the international customer and production network as
well as the associated volume flows and logistics costs.
Comparable mining processes make synergies between
the Potash and Magnesium Products and Salt business
units possible in the exchange of technical, geological
and logistics know-how as well as economies of scale
in the procurement of machines and auxiliary materials.

EXPANSION OF A BALANCED REGIONAL PORTFOLIO
Worldwide, both potash and salt markets are character-
ised by seasonal and regional fluctuations in demand.
The strategy of the k+s GroUP is aimed at a balanced
regional portfolio, which makes a balance of weather-
related fluctuations and a cushioning of cyclical market
trends possible.

In the Potash and Magnesium Products business unit,
the balanced market presence in the important agricul-
tural regions of Europe, South America and Asia makes
it possible to even out seasonal differences between
the northern and southern hemispheres as well as to
reduce the regional demand effects triggered by eco-
nomic trends. Expanding the market presence in impor-
tant overseas regions and tapping into new attractive
sales territories in future growth regions therefore con-
tinue to be pursued.

Local production is a significant factor in the open-
ing up of new markets in the salt business, which is
strongly volume-driven. In the Salt business unit, the
improvement in the earnings profile as a result of the
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regional diversification of the de-icing salt business was
an important driver of our acquisitions in South and
North America (SPL and MORTON SALT).

SETTING OF STANDARDS FOR QUALITY,
RELIABILITY AND SERVICE

The goal of the k+s GROUP is to be its customers’ preferred
partner in the market. High product quality and reliabil-
ity are decisive preconditions for this. In addition to the
specialisation strategy, better and innovative services are
promoted, where these create value. Individual advice to
customers makes it possible to identify needs-based solu-
tions and thus to strengthen customer loyalty. With our
offers we endeavour to set new standards in the market.

STRATEGIC DIRECTION OF THE BUSINESS UNITS
With the Potash and Magnesium Products and Salt busi-
ness units, the k+s GrRouPp has two complementary
fields of operation, linked by synergies in many parts
of the value creation, with attractive growth prospects
at its disposal.

In addition to organic growth, we also strive to achieve
growth via acquisitions and cooperation in the estab-
lished business units.

Thus, the acquisition of PoTAsH ONE, which will result in
an expansion of the potash capacities and to an extension
of the average useful life of our mines, was characteristic
of our two-pillar strategy. This pursues the goal of focus-
ing management and financial resources on the Potash



STRATEGY POTASH AND MAGNESIUM PRODUCTS

FIG: 4.2.2

Strategic focus

Growth

+ Global development of new low-cost
production facilities
+ Expansion of existing high-margin product segments

Optimisation of
Market Approaches

+ Concentration on selected high-margin markets
and customers

+ Focus on high-margin niches through differentiated
marketing concepts

Optimisation of Current
Production Structures

+ Optimal resource utilisation by constantly
optimising the existing production system

STRATEGY SALT

FIG: 4.2.3

Strategic focus

Growth

+ Entry into new regional markets
+ Expansion of existing high-margin product segments

Optimisation of
Market Approaches

+ Strengthening of position in existing and adjacent
markets

Optimisation of
Current Structures

+ Optimal resource utilisation by constantly
optimising the current structures as well as the
existing international network

and Magnesium Products and Salt business units. Against
this background, we divested the compo business in 2011
and the NITROGEN business in 2012. Detailed information

regarding the divestments can be found on page 168 of
the Notes to the consolidated financial statements.

/ FURTHER INFORMATION ABOUT THE ACQUISITION OF
POTASH ONE can be found on page 171 in the Notes to the consoli-
dated financial statements .

POTASH AND MAGNESIUM PRODUCTS

The strategic fields of action arising for the future of
the Potash and Magnesium Products business unit are
shown in figure 4.2.2. /FIG: 4.2.2

SALT
For the Salt business unit we see the strategic fields of
action for the future shown in figure 4.2.3. /FIG: 4.2.3

STRATEGIC GROUP STRUCTURE

As regards the shaping of the Group structure under
company law, the optimisation of Group financing and
tax optimisation are the main focuses.

/ INFORMATION ABOUT THE FUTURE DIRECTION OF THE
GROUP can be found in the Forecast Report on page 132.

STRATEGIC FINANCING MEASURES

Essentially, we pursue the following goals with our

financial measures:

+ Ensuring a balanced capital structure

+ Limiting refinancing risks through diversification of
the financing sources and instruments as well as the
maturity profile

+ Cost optimisation through capital procurement on
sustainably favourable terms

/ INFORMATION ABOUT THE GOALS OF FINANCIAL MAN-
AGEMENT can be found on page 99 of the ‘Financial Position’ section.



As part of these objectives, in financial year 2010, we
initially optimised the maturity profile of the financ-
ing instruments of the x+s Group. To that end, two
revolving credit lines were aggregated into one syndi-
cated credit line with more favourable terms and their
maturity was extended from April 2012 to July 2015.In
addition, we placed a second corporate bond of € 500
million on 12 June 2012. The bond has a ten-year term
and an interest coupon of 3.0% p.a. The cash inflow
is to be used to refinance the corporate bond already
outstanding and due in 2014 (issue volume: € 750 mil-
lion; interest coupon 5.0 % p.a.). This measure, the other
liquidity and future cash flows serve the financing of
the Legacy Project in Canada as well as general corpo-
rate purposes.

/ AN OVERVIEW OF THE MATURITY PROFILE can be found on
page 130.

INTERNAL CONTROL SYSTEM

OF THE K+S GROUP FIG:4.3.1

Internal management system

Vision, Mission Strategy, Goals Internal regulations

Controlling tools Compliance
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4.2 CORPORATE STRATEGY / 4.3 ENTERPRISE MANAGEMENT AND SUPERVISION

Liquidity is managed by the central treasury depart-
ment. We thus strive for a constant liquidity reserve for
the x+s GrouUP of at least € 500 million. With invest-
ments we pursue the goal of optimising the income
earned from liquid funds at low risk.

/ INFORMATION ABOUT FUTURE FINANCING MEASURES can
be found in the Forecast Report on page 141.

4.3 ENTERPRISE MANAGEMENT
AND SUPERVISION

The internal control system (1cs) of the k+s GROUP is

the chief instrument for the Board of Executive Direc-

tors to exercise its managerial responsibility and its

oversight duty. The 1cs includes principles, regulations,

measures and procedures, which are oriented towards

the organisational preparation and implementation of

management decisions. It serves in particular:

+ the achievement of established corporate goals;

+ to secure the effectiveness and economic efficiency
of business operations;

+ the adequacy and reliability of internal and external
accounting procedures;

+ compliance with laws, internal regulations and
instructions of the management;

+ the promotion of correct, economic, purposeful and
effective processes and

+ tosecure assets against fraud, waste, abuse and mis-
management.

COMBINED MANAGEMENT REPORT

The 1cs of the k+s GROUP consists of the components
“internal management system” and “internal monitor-
ing system”. The continuous monitoring of the effective-
ness of the systems established across the Group consti-
tutes a key element of the 1cs. /FIG: 4.3.1

INTERNAL CONTROL SYSTEM OF THE
K+S GROUP

Control of the k+s GrROUP is exercised through regular
discussions between the Board of Executive Directors
and the Company’s departments. Meetings of the Board
of Executive Directors take place on a regular basis every
two or three weeks. The internal control system covers
all areas of the Company. Thus, short response times to
changes in all areas and on all decision-making levels of
the x+s GROUP can be guaranteed. In the event of sig-
nificant changes of relevance to earnings, this is imme-
diately reported to the management and the Board of
Executive Directors.

VISION, MISSION, STRATEGY AND GOALS AS
THE STARTING POINT FOR THE MANAGEMENT
OF THE GROUP AS A WHOLE WITH THE AID
OF INTERNAL REGULATIONS

The starting point for the management of the Group as
a whole or the Company’s departments are the targets
determined by the Board of Executive Directors, which
are derived from the vision, mission and overall strat-
egy of the k+s GROUP. An essential instrument for the

69



implementation of the goals and targets is the totality
of internal regulations of the k+s GROUP.

CONTROLLING TOOLS
The following controlling tools are available to the man-
agement:

ROLLING FORECASTS

For the current financial year and the two subsequent
years, a generally monthly rolling forecast of earnings
and liquidity is established, which can be accessed by
authorised employees via an internal electronic portal.

MONTHLY REPORTING

The corporate departments report on a monthly basis
on current developments and variances with respect to
output, sales, revenues, personnel, capital expenditure
as well as other financial indicators. This information
is also available via the above-mentioned portal. Fur-
thermore, operational early indicators are continuously
analysed. For instance, the price development of futures
for agricultural raw materials permits a rough estimate
of the earnings prospects of the agricultural sector and
provides, among other things, indications of the demand
for potash and magnesium products, the sales volume
and the possible capacity utilisation. In the Salt busi-
ness unit, the tendering process for de-icing salts pro-
vides an indication of the development of market shares
and prices. Across the Group, the development of gas
and oil prices is an important indicator of how energy
costs could develop in future, and the development of

freight costs on the transport routes relevant to us is
an early indicator of freight costs in future and of our
regional portfolio.

QUARTERLY MANAGEMENT DIALOGUE

A so-called management dialogue takes place every
quarter between the Board of Executive Directors and
the Potash and Magnesium Products and Salt business
units as well as of other departments. At each of the four
meetings, an overview of the respective current market
situation and a rolling forecast is given. Furthermore,
during the course of the year, key issues such as the
definition of the strategy and its systematic implemen-
tation within annual and medium-term planning and
the setting of goals and their achievement are discussed.

BODIES/COMMITTEES

To support the management, cross-business-unit com-
mittees regularly discuss topics concerning, among oth-
ers, personnel, compliance and information technology.
Special committees have been established to review and
assess capital expenditure projects and acquisitions/
divestments. In addition, a sustainability committee sys-
tematically monitors issues of relevance to sustainabil-
ity in order to identify social, ecological and also eco-
nomic trends early on and to integrate them into man-
agement processes.

NON-FINANCIAL PERFORMANCE INDICATORS AND
FINANCIAL PERFORMANCE INDICATORS

In addition to the financial performance indicators
described below, the non-financial performance indica-
tors, which are relevant for our economic position, are
described on page 72 in the Tmportant Non-financial
Matters’ section.

For the financial performance indicators, our focus is on
the continuous monitoring and optimisation of:

+ Net cash flow (gross cash flow less maintenance cap-
ital expenditure)

EBITDA and operating earnings EBIT I

Capital expenditure

Return on capital employed (ROCE)

Adjusted earnings before income taxes

+ o+ o+ o+

+ Adjusted Group earnings after taxes

/ DEFINITIONS OF THE INDICATORS USED HERE can be found
on page 219.

The management of the activities of our operating
departments is exercised on the basis of the aforemen-
tioned performance indicators, with particular impor-
tance attributed to EBITDA and EBIT I, as these are, in
our opinion, the appropriate variables for assessing
earnings capacity. EBITDA also forms the basis for deter-
mining the level of Group indebtedness, which, among
other things, is a target variable of the capital structure.
Further key figures for the management of the capital
structure, its target figures and its actually achieved val-
ues can be found on page 99. The capital expenditure



is also an important management variable both at the
level of the operating departments and Group level to
achieve a targeted allocation of our financial resources.

/ THE COMPARISON OF THE ACTUAL AND FORECAST
COURSE OF BUSINESS on page 90 includes the key indicators
EBIT I, EBITDA, adjusted earnings before income taxes and adjusted
Group earnings after taxes.

The focus of financial targets is on achieving a sustain-
able increase in enterprise value by generating added
value. This means that we want to sustainably earn for
the k+s GROUP a premium on the cost of capital before
taxes of at least 15 %. To monitor this objective, we use
the performance indicator ‘Return on capital employed
(rRocE)’ and, with the aid of the weighted average cost of
capital rate before taxes, derive the value added. We also
continually monitor the key figures of ‘adjusted earnings
before income taxes’ and ‘adjusted Group earnings after
taxes’. The latter forms the basis for the principally tar-
geted dividend payout ratio of 40 to 50 % in accordance
with our long-term dividend policy.

/ A PRESENTATION AND DESCRIPTION OF THE DEVELOP-
MENT OF EARNINGS FIGURES IN THE LAST FIVE YEARS can
be found on page 98 of the ‘Earnings Position’ section, and that of
cash flow and capital expenditure on page 103 of the ‘Financial Posi-
tion’ section.

COMPLIANCE AS AN ELEMENT OF THE INTERNAL
CONTROL SYSTEM

It is self-evident that compliance is the fundamental
attitude for all activities of the x+s GRouUP. The compli-

ance system is oriented towards ensuring that behav-
iour complies with the law and conforms to the rules.

/ FURTHER INFORMATION ABOUT THE SUBJECT OF COM-
PLIANCE can be found in the ‘Corporate Governance’ section on
page 37.

RISK MANAGEMENT — A KEY ELEMENT OF THE
INTERNAL MANAGEMENT SYSTEM

The main task of risk management is to identify, evalu-
ate, manage and communicate risks. The identified risks
form the basis from which management measures are
derived.

/ FURTHER INFORMATION ON THE RISK MANAGEMENT
SYSTEM can be found in the Risk Report on page 113.

INTERNAL MONITORING SYSTEM
OF THE K+S GROUP

The internal monitoring system is intended to ensure
attainment of the planned corporate goals and com-
pliance with the rules of the internal control system. It
consists of process-integrated as well as process-inde-
pendent monitoring measures.

PROCESS-INTEGRATED MONITORING MEASURES

Process-integrated monitoring measures are used to
manage operational risks. These include loss risks, which
have their origin in inappropriate or incorrect internal
processes, actions or systems. Their identification, eval-
uation and control are key aspects of the process-inte-

COMBINED MANAGEMENT REPORT

4.3 ENTERPRISE MANAGEMENT AND SUPERVISION

grated monitoring measures. When designing processes,
risks for the achievement of process goals must always
be analysed and corresponding controls established.
Controls should reveal the probability of errors occurring
in work processes and errors that have actually occurred.
Thus, upstream controls comprise measures intended to
prevent errors. These measures are integrated into both
our structural and procedural organisation. Downstream
controls are used to identify errors that have already
occurred early on, in order to intervene in a corrective
way and thus to ensure correct process management.

PROCESS-INDEPENDENT MONITORING MEASURES
Process-independent monitoring measures are neither
integrated into the work process nor responsible for the
result of the monitored process. In the k+s GROUP, they
are carried out by the internal audit department. The
annual assessment of the operational functionality of
the 1cs is supported by the results of audits performed.
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4.4 IMPORTANT NON-FINANCIAL MATTERS

4.4 IMPORTANT NON-FINANCIAL
MATTERS

K+S STRATEGY FOR DEALING WITH
SUSTAINABILITY MATTERS

As a commodities company, we have to think and act
long-term. For us, sustainable development means
future viability. We will only be economically success-
ful in the long term if we execute our activities directed
towards sustainable economic success by also taking
into consideration the related social and environmen-
tal aspects.

The early and systematic identification and evaluation
of these issues and of social trends and their integration
into our management processes help us to promote our
existing business, seize new business opportunities and
minimise risks.

We are currently further developing our sustainability
management. Last year, the Board of Executive Directors
deployed a sustainability committee, which carries out
tasks relating to our understanding of sustainability and
prepares corresponding recommendations and decision
papers for the Board of Executive Directors. The interdis-
ciplinary and international committee is dedicated to
the early, systematic identification and prioritisation of
sustainability matters and initiatives.

From spring 2013, an experienced sustainability man-
ager will be added to the committee, whose task it will
be to further professionalise sustainability management
across the K+s GROUP.

Decisions of Group-wide significance are always made
by the full Board of Executive Directors. Sustainability
at k+s is understood as management task.

/ FURTHER INFORMATION ABOUT THE VISION AND CORPO-
RATE STRATEGY can be found on page 9 as well as on page 66 of
this Financial Report.

In our Corporate/Sustainability Report, we have pre-
sented our main fields of action for sustainable devel-
opment, with their opportunities and risks, and with
their importance for our stakeholders, together with
our possibilities of exerting influence. These fields of
action are derived from our mission and from our cor-
porate strategy, from global megatrends and manage-
ment themes.

/ CRITERIA FOR KEY FIELDS OF ACTION FOR SUSTAINABLE
DEVELOPMENT, RELATED OPPORTUNITIES, RISKS AND
STAKEHOLDER EXPECTATIONS can be found in our Corporate /
Sustainability Report on page 13.

Three of the topics described comprehensively in our
Corporate /Sustainability Report of particular relevance
to our economic position, are discussed in detail below:
+ Employees

+ Water protection

+ Efficient use of energy and climate protection

APPLICATION OF A FRAMEWORK CONCEPT FOR
SUSTAINABILITY REPORTING

The guidelines of the Global Reporting Initiative (GRr1)
are internationally recognised guiding principles for sus-
tainability reporting. They propose reporting principles
and specific contents designed to increase the compara-
bility of company reports and improve the quality and
the accuracy of the reports. Although these guidelines
are applicable to all companies, they cannot, however,
take into account the specific requirements of individual
industry sectors such as those of our branch of industry.
Therefore, although we have aligned our reports with
the guidelines as far as possible, we have in addition
included aspects in our reporting that are of particular
relevance for the x+s GRouP. We ourselves rate the level
of compliance with the Grr guidelines as (B).

EMPLOYEES

FORWARD-LOOKING PERSONNEL POLICY

The preservation of the k+s GROUP’s international com-
petitiveness requires a forward-looking personnel policy.
This is based on the future-orientated development of
specialists and managers, which begins already with the
early securing of young professionals.

We want to be an attractive employer for employees
from all over the world. We offer jobs in a highly per-
forming network, which spans from Chile through the
United States, Canada and Europe to Singapore. In addi-



tion to exciting tasks, we offer our employees extensive
opportunities for advanced education and international
development opportunities, performance-related remu-
neration and participation in the Company’s success.

CORNERSTONES OF PERSONNEL MANAGEMENT

+ Succession planning across the Group and across
business units

+ Commitment to increasing the proportion of women
in management positions, equal opportunities and
a better balance between the demands of work and
family life

+ Needs-based vocational training

+ Targeted personnel development supported by fur-
ther training and advanced education

+ Effective health management

+ Target-group-specific personnel marketing and
recruitment

NUMBER OF EMPLOYEES STABLE

The number of k+s GROUP employees reported includes
the core workforce, trainees and temporary employees
(without students and interns). The number of employ-
ees is computed on a full-time equivalent (rTE) basis,
i.e. part-time positions are weighted in accordance with
their respective share of working hours. /TAB: 4.4.1

As of 31 December 2012, the K+s GROUP employed a total
of 14,362 people. Compared with 31 December 2011 (14,338
employees), the number thus remained roughly the
same. While the number of employees in the Salt busi-
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EMPLOYEES BY UNIT' TAB: 4.4.1
2012 2011 %
in Full-time equivalents (FTE) as of 31 December?
Potash and Magnesium Products business unit 8,310 8,188 +15
Salt business unit 5,092 5,230 (2.6)
Complementary Activities 293 290 +1.0
Departments of K+S Aktiengesellschaft 667 630 +5.9
K+S Group 14,362 14,338 +0.2
1 Information refers to the continued operations of the K+S Group.
2 FTE: Full-time equivalents; part-time positions are weighted in accordance with their respective share of working hours.
EMPLOYEES BY REGION FIG: 4.4.1
! 2012 2011
—
3 _in%
1 Germany 70 70
2 \ . Z Rest of Europe 3 3
3 North America 21 21
74 South America 6 6

ness unit decreased slightly, there was a slight increase
in the number of employees in the Potash and Magne-
sium Products business unit in order to maintain the
volume of crude salt extracted, intensify activities in
the area of environmental protection, as well as for the
Legacy Project. Furthermore, the 1T integration of MOR-
TON SALT required an increase in personnel in X+s IT-
SERVICES GMBH, which is presented in the departments
of K+S AKTIENGESELLSCHAFT.

In terms of averages, a slight increase was to be seen in
the number of employees, as expected. In the year under
review, an average of 14,336 people were employed at
K+S (2011:14,155).

INTERNATIONALISATION OF THE K+S GROUP

As a result of the increasing internationalisation of the
K+S GROUP, meanwhile 30 % of employees are located
outside Germany and more than a quarter outside
Europe. /FIG: 4.4.1



AGE STRUCTURE!

FIG: 4.4.2
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PERSONNEL EXPENSES

In 2012, the personal expenses of the x+s GROUP were
€ 981.9 million and thus, in line with expectations, slightly
above the level of the previous year (2011: € 962.0 million).
While expenses arising from pay settlements under col-
lective bargaining agreements grew, costs rose due to
exchange rate effects and personnel expenses increased
due to a higher average number of employees, accruals
for performance-related remuneration fell. Without provi-
sion effects, pure personnel costs rose in comparison with
the previous year for the same reasons by € 21.2 million
or 2% to € 994.2 million. In the previous year, the share of
variable remuneration in personnel expenses was € 71.4
million or about 7% (2011: € 91.9 million or about 10 %).

/ A COMPREHENSIVE VALUE CREATION CALCULATION can
be found in our Corporate /Sustainability Report on page 60.

In 2012, we paid a total of € 794.6 million in wages and
salaries (+3 %) and € 158.1 million in social security con-
tributions (+2 %). The expenditure on company pensions
amounted to € 29.2 million in the year under review and
was thus € 3.9 million below the level of the previous year.

During the year under review, personnel expenses per
employee amounted to € 68,492 (previous year: € 67,962)
and thus rose by almost 1%. This is attributable in par-
ticular to pay settlements under collective bargaining
agreements.

AGE STRUCTURE AND TURNOVER
A comparatively long length of service with the Com-
pany and a low turnover underscore the attractiveness

of x+s as an employer. Thus, at 6 %, the turnover rate
was again at a low level. In relation to total personnel,
the turnover based on employees handing in their own
notice of termination remained unchanged at only just
under 2 %. Our age structure is becoming concentrated
in the 41- to 50-year age group; the average age of a K+s
employee remained unchanged at about 42 years.

/FI1G: 4.4.2

We want to set the direction early on, so that, in future
too, the right employees will be in the right place. Thus,
in 2012, we carried out a detailed analysis of the respec-
tive age structures of our workforces and the related
demographic challenges at our German sites. Each site
is assigned a specific demographic profile together with
proposals, derived from it, for measures from the areas
of advanced education, training/retraining, manage-
ment development or the safeguarding of the ability to
work. The heads of personnel will take this information
into account in their future personnel planning.

With regard to the relatively high average age, MORTON
SALT, in addition to the work of the x+s personnel com-
mittees, conducts its own talent review every year, in
which the current and future demographic composition
of the workforce is analysed and the succession plans
are correspondingly updated and adjusted. All manage-
ment positions, engineering functions and other key
positions are included in the review process.



PROPORTION OF FEMALE AND MALE EMPLOYEES
As a result of the mining operations of the Potash and
Magnesium Products and Salt business units, k+s has
a large proportion of industrial employees working
underground. In Germany, these positions were largely
reserved for male employees, pursuant to legal regula-
tions (Sec. 64a of the German Federal Mining Act). Only
as at 31 July 2009 did the legislator remove the regula-
tion without replacing it. This is in line with the efforts
of k+s to interest more women in careers in technol-
ogy; already in summer 2010 we began to train our first
female mining technologists.

At the end of 2012, the proportion of female employees
across the Group was 11.7 %, (2011: 10.9 %), in Germany it
stood at 8.9 % (2011: 8.5%) and at administration sites it
was, on average, 40.4 % (2011: 37.8 %). The proportion of
female managers across the Group was 11.3 % (2011: 9.7 %)
and in Germany 10.0 % (2011: 8.6 %).

In October 2011, we signed up to a voluntary commit-
ment on the part of the 30 pax-listed companies, to
increase the proportion of women in management posi-
tions, to equality of opportunity and to making it easier
to combine professional and family life as an impor-
tant element of diversity management. As part of this
self-obligation, the K+s GROUP is pursuing the goal of
increasing the proportion of women in management
positions by about 30 %, starting from the figures as at
31 December 2010 and to have a proportion of women
in management positions which corresponds to that of
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TRAINING FIGURES' TAB: 4.4.2
2012 2011 2010 2009 2008

Total trainees (number) 607 631 618 649 610
German training ratio (%) 6.0 6.3 6.3 6.3 6.0
Training expenditure (€ million) 15.3 14.6 14.2 135 12.6

" Information relates exclusively to Germany and refers to the continued operations of the K+S Group; the years 2008 and 2009 as well as the years 2008 until 2010 also
include the discontinued operations of the COMPO business and the Nitrogen business, respectively.

the female workforce in the entire workforce of k+s in
Germany by 2020.

NEEDS-BASED VOCATIONAL TRAINING

Length of service extending over many years and the
related wealth of experience are important cornerstones
of a sustainably successful personnel policy. However,
this also includes the transfer of knowledge to younger
employees and thus the targeted training of young pro-
fessionals. For years, this is an area in which we have
been already laying the groundwork for tomorrow’s
growth. Because this form of dual training, combining
theoretical instruction in vocational schools with prac-
tical experience in the workplace, exists only in Ger-
many, Austria and Switzerland, our reporting on the
subject of training relates only to Germany. In line with
our target that at least 160 training positions will be
provided every year, in 2012, a total of 177 young peo-
ple began their vocational training with us. This is hap-
pening in 18 training professions at 12 German sites in

the K+s GROUP. As at 31 December 2012, we employed a
total of 607 trainees, a decrease of 24 trainees as against
the previous year. This was primarily attributable to the
fact that more trainees completed their training more
quickly thanks to good performance than in the cor-
responding period. At 6.0%, the training ratio at the
domestic companies was on the high level of the previ-
ous year. The training that we provide, which is planned
for the long term and geared to needs, ensures the nec-
essary availability of future employees in industrial,
mining, commercial, chemical, 1T and logistics occupa-
tions. On such training, in 2012, we spent about € 11.5
million in personnel expenses as well as € 3.8 million
in material costs (2011: personnel costs: € 11.4 million;
material costs: € 3.2 million). We are pleased that in the
year under review, we were again able to take on about
90 % of the successfully qualified trainees. /TAB: 4.4.2



ADVANCED EDUCATION FIGURES' TAB: 4.4.3
2012 2011 2010 2009 2008

Participants in advanced education measures 8,646 11,000 8,168 6,977 5,550
Advanced education expenditure in € million 9.7 8.4 8.4 6.3 4.4
Expenditure per participant in € 965 839 864 616 430

" Information relates exclusively to Germany and refers to the continued operations of the K+S Group; the years 2008 and 2009 as well as the years 2008 until 2010 also
include the discontinued operations of the COMPO business and the Nitrogen business, respectively.

PERSONNEL DEVELOPMENT

The aim of our systematic and needs-based person-
nel development is to fill specialist and managerial
positions primarily from our own ranks. The person-
nel committees meet at regular intervals in order to
ensure Group-wide succession planning in Germany
and abroad across all business units, and to initiate the
personnel development measures necessary to achieve
this in good time. For 2013, our goal is the further devel-
opment of our talent management.

Expenditure on personnel development in Germany
totalled about € 13.4 million and thus rose by 11% (2011:
€ 12.1 million). Of this, € 9.7 million was attributable to
advanced education measures (2011: € 8.4 million), € 3.5
million to further training measures (2011: € 3.6 million)
as well as € 0.2 million to activities in the area of per-
sonnel marketing (2011: € 0.1 million). Already in 2011,
we formulated the goal of increasing the expenditure
on personnel development by 2016 by at least a third

in comparison to 2010 (€ 12.1 million). We continue to
keep to this goal.

Personnel development also plays an important role at
our foreign sites.

ADVANCED EDUCATION

The provision of advanced education to our employ-
ees is becoming increasingly important due to rising
and increasingly international requirements as well as
technical innovations. In addition to advanced educa-
tion measures that are required by law, the k+s GrouUP
also offers specialised, interdisciplinary, 1T and lan-
guage training, as well as special seminars for manag-
ers. Employees receive direct support for new and com-
plex tasks by means of process-accompanying training
measures. In annual or employee interviews, employees
and their superiors jointly determine the advanced edu-
cation requirements.

While the employees in Germany and South America
generally received on-site advanced education, in the
United States and in Canada, due to the large number
of sites and geographical circumstances, the majority of
training takes place online. The virtual “MoRTON Uni-
versity” offers employees the possibility to complete an
advanced education measure online at a time that suits
them.

In 2012, our employees completed a total of 8,646 advanced
education measures (2011:11,000). Thus, the average num-
ber of training hours per year and employee was 11.6
hours. /TAB: 4.4.3

FURTHER TRAINING

We provide selected employees from technical, mining
and production areas with further training to become
a technician or a more advanced qualification bring-
ing with it the prospect of a management career. Our
main partner in Germany is the Technical College for
Economy and Technology (Fachschule fur Wirtschaft
und Technik — FwT) in Clausthal-Zellerfeld. At present,
80 employees are completing their technical training.
A further nine employees are qualifying as engineers.
Furthermore, 15 employees are currently participating
in “k+s StudiumPlus”. This is a grant offered by x+s for
full-time bachelor’s or master’s degree courses. These
students can complete the necessary internships or
working student activities at our sites. They continue
to belong to the Company throughout their studies.



MORTON SALT reimburses the tuition fees of employees,
who are being further trained relevantly to their profes-
sion at a university recognised by the Company.

PERSONNEL MARKETING

Personnel marketing comprises measures for promoting
the image of k+s as an attractive employer, trainee mar-
keting and university marketing. In 2012, we presented
ourselves at 16 university fairs in Germany and intensi-
fied contacts to university-level institutions with a focus
on mining and technology.

We want to further expand our personnel marketing
and recruitment activities at schools and universities in
order to gain for ourselves more female graduates from
mathematics, engineering, natural sciences and techni-
cal sciences courses.

MORTON SALT, too, presents itself at university fairs, via
job exchanges, and in newspapers, universities and pro-
fessional organisations.

WORK SAFETY

Protecting our employees against work-related dangers
is our goal. We wish to even further reduce the normally
very low number of accidents in comparison to other
industrial companies. We are working on this, in part
together with the relevant authorities and professional
associations. When doing his work, each individual
employee has to assume responsibility for safety — his

own and that of his colleagues. Our managers have an
exemplary function.

In 2012, at our sites 956 injuries (2011: 987) occurred, as
did 212 accidents at work (2011:194) with working hours
lost. The average number of working hours lost per acci-
dent at work was 18 calendar days (2011: 25.1). Since 2011,
we have a uniform work safety reporting (Integrated
Safety Report) across the Group, which defines injuries
resulting in an inability to work of more than one day as
an accident at work. In 2012, the “accidents at work with
working hours lost per one million working hours” key
ratio was 8.5 (2011: 7.7). Despite the stricter definition of
accidents at work starting from an inability to work of
more than one day instead of more than three days in
the x+s GROUP, there were fewer accidents at work per
one million working hours than on average for compa-
nies organised in the professional association.

Unfortunately, in 2012, we had to record five fatal acci-
dents at our German sites (2011: 1). In two cases, the
respective subsequent detailed analyses of the occur-
rences revealed that the accident was caused by an unu-
sual geological or geomechanical /geological situation.
In the other cases, human errors by the accident victims
could not be ruled out. In neither case could an error
attributable to the Company be identified. In addition
to internal specialists and representatives of authorities
and accident insurers, external experts also contributed
to elucidating the causes of the accidents. New preven-
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tive measures were then adopted to, as far as possible,
prevent accidents also of this kind in the future.

/ ADDITIONAL INFORMATION ABOUT WORK SAFETY, PRE-
VENTION AND OTHER EMPLOYEE ISSUES can be found in our
Corporate /Sustainability Report on page 87.

WATER PROTECTION

It is our goal to continue and ensure potash production
for decades to come at today’s production level on the
basis of sustainable economic activity, while caring for
and protecting the natural environment. We pay partic-
ular attention to water protection, especially — but not
only —in the Hesse-Thuringia potash district.

USE OF WATER

In addition to the substances potash, magnesium and
sulphur, the crude salt extracted in our potash mines
also contains salts and other elements that cannot be
further utilised. Depending on the site concerned, these
substances are separated by means of thermal disso-
lution, flotation and, in combination with both, elec-
trostatic separation (EsTa process). While the thermal
dissolution and flotation processes inevitably involve
the use of water, the dry EsTA process patented by k+s
achieves significant water saving in comparison to clas-
sic wet separation.



In the Salt business unit, water is used primarily in solu-
tion mining, an extraction process in which the rock
salt deposit is obtained through the controlled drill hole
solution mining procedure from above ground by means
of one or more brine drillings (cavern drilling opera-
tions). Thus, freshwater is fed into the deposit. The water
loosens the solid rock salt and is then pumped above
ground as a concentrated brine. From there, the brine
either goes directly to the chemical industry as a raw
material or is further processed into solid evaporated
salt. This is done by feeding the brine into closed evap-
oration vessels, where the sodium chloride crystallises.

In 2012, we used 147 million m? of water across the Group
(previous year: 159 million m? of water). The specific
use of water was 5.2 m?/tonne of goods (previous year:
4.8 m?*/tonne). By 2014, we want to lower this to less than
4m3/tonnes of goods, i.e. a decrease of more than 20 %.
/F1G: 4.4.3

WASTE WATER

Throughout the world, potash production is inseparably
associated with the necessity of disposing of solid and
liquid residues. Residues from production arise either
in solid form or as liquid residues (saline waste water).

We either heap the solid residues, which mainly con-
sist of currently non-recyclable rock salt, or we return
them to underground caverns. Within the framework of
existing permits, we dispose of the production residues
dissolved in water and the saline water arising due to

SPECIFIC WATER CONSUMPTION'!
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precipitation onto our tailing piles by discharging them
into flowing waters and by injecting them into deeper
layers of rock known as plate dolomite.

We use state-of-the-art techniques to extract and pro-
cess our natural crude salts, setting standards for our
competitors. For example, in recent decades, we have
very significantly reduced the saline waste water in the
Hesse-Thuringia potash district:

+ from over 40 million m? in 1970

+ to 20 million m?in 1997

+ to 14 million m?in 2006

After the submission of our package of measures on
water protection in October 2008, in February 2009, we
concluded an agreement with the federal state of Hesse
and the Free State of Thuringia with the aim of securing

5 2008 until 2010 also include the discontinued operations

potash production in the Hesse-Thuringia potash dis-
trict over the long term and further reducing its impact
on the environment. In May 2009, in accordance with
this agreement, we submitted our overall strategy for
reducing the impact on the environment. The capital
expenditure for the planned measures to improve water
quality will come to a total of € 360 million by the end
of 2015. The first construction work began at the sites of
the Werra plant in Hesse and Thuringia in October 2011.
In total, we are working on a number of subprojects
which, by the end of 2015, will reduce the occurrence
of saline waste water by about 50% in comparison to
2006 to 7 million m? through changes in the production
process, and in part also through new process technol-
ogy. Thus, a target volume of 0.2 m*/tonne of product in
2015 should be possible for discharge into waters. This
will make possible a lowering of the salt concentration



in the Werra river by about 30 % in comparison to 2006
and bring with it further significant ecological improve-
ments. To attain these objectives, a balance between dis-
charges into and the usage of the underground must be
retained also beyond 2015.

With the planned measures we are approaching the
limits of what is technically achievable and commer-
cially viable. This should or will improve the prospects
for not only our sites and their employees, but also
for very many people in the region. A description of
possible risks arising from the change of or refusal to
grant permits by public agencies in relation to the dis-
posal of saline waste water and solid production resi-
dues, which would result in a persistent and material
adverse effect on the asset, financial and earnings posi-
tion of the k+s GROUP, can be found in the Risk Report
on page 120.

In 2012, the volume of saline waste water totalled 12.1
million m® or 0.43 m3/t of product (previous year: 12.7
million m? or 0.38 m3/t of product). Of this, we dis-
charged 7.2 million m* or 0.26 m?/t of product into
waters (previous year: 6.9 million m? or 0.21 m?/t of
product) and injected 4.9 million m? or 0.17 m?/t of prod-
uct (previous year: 5.7 million m? or 0.17 m?/t of product).

In 2012, a total of € 80.4 million was invested in water
protection (2011: € 12.2 million). The operating costs for
water protection amounted to € 103.5 million (2011:
€108.4 million). /FIG: 4.4.4

SALINE WASTEWATER INJECTION AND DISCHARGE'
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EFFICIENT USE OF ENERGY AND
CLIMATE PROTECTION

K+s takes climate protection as an ecological and eco-
nomic challenge seriously. Protecting the climate is one
of the main challenges of the coming decades. We want
to make our contribution towards using the existing
resources even more efficiently.

IMPROVING ENERGY EFFICIENCY AND

REDUCING CO, EMISSIONS

The following key measures are currently being tracked
at the sites of the Potash and Magnesium Products and
the Salt business units in order to improve energy effi-
ciency and further reduce carbon dioxide emissions:

+ Use of the most efficient power plant technology
(cogeneration): Our six potash plants have their own
power stations, which are equipped with state-of-
the-art cogeneration technology. Thanks to success-
ful optimisation measures, utilisation levels for our
power stations have been exceeding 90 % for some
time. The sites thus work close to the highest level
of theoretically achievable energy efficiency. Never-
theless, we are working on further improvements:
Thus, at the Hattorf site, we are currently mod-
ernising the plant’s own energy supply in order to
increase the extent to which the power station is
utilised and render it less dependent on the supply
of power from outside. Simultaneously, the emis-
sion of a further 90,000 tonnes of co, can be pre-
vented each year.



+ Recovery and use of waste heat on production
plants and power stations: The most energy-inten-
sive process in the Salt business unit is the produc-
tion of evaporated salt, which involves the vapori-
sation of large volumes of water. For this, brine is
fed into closed evaporator vessels, where it is vapor-
ised at temperatures of between 50 °C to 150 °C and
the sodium chloride is crystallised out. The process
is optimised to the extent that through heat recov-
ery and multi-stage evaporisation apparatus, which
is partly operated in a vacuum, the highest possible
level of energy use is achieved.

+ Continuous optimisation of our energy-saving pro-
duction processes with the aim of reducing energy
consumption throughout the entire value added
chain.

The energy required for the operation of our power
plants, drying facilities and evaporated salt facilities
(electricity and steam) is in Europe generated almost
exclusively on the basis of natural gas, which has the
specifically lowest co, emissions compared to all other
fossil fuels, and from the thermal recycling of waste.

ENERGY CONSUMPTION

In 2012, total energy consumption amounted to 8,747
GWh (previous year: 8,865 GWh). Of this, 5,559 GWh
were accounted for by natural gas, liquid gas and biogas,
1,474 GWh by externally obtained steam, 1,065 GWh by
coal, 567 GWh by outside electricity and 81 GWh by light
and heavy heating oil. We fed 47 GWh of electricity into

SPECIFIC ENERGY CONSUMPTION'
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the public network. Specific energy consumption per
tonne of manufactured product was 309 kWh/tonne
of product (previous year: 267 kWh /tonne of product).
It was possible to slightly reduce energy consumption
yet again, in absolute terms. However, energy consump-
tion per tonne of product increased due to lesser capac-
ity utilisation in the Salt business unit. The k+s GROUP’s
energy costs increased significantly due to price factors.

We see a realistic opportunity to reduce specific energy
consumption to below 270 kWh /tonne in 2014.
/FIG: 4.4.5

CO, EMISSIONS

As a partner of the self-obligation to protect the climate,
agreed between the Federal Government of Germany
and German industry, for the Potash and Magnesium

e vears 2008 until 2010 also include the discontinued operations

Products business unit we had set ourselves the goal of
cutting specific co, emissions to 28 kg/tonne of crude
salt and reducing our absolute co, emissions to 1.1 mil-
lion tonnes per year by 2012. We have achieved this:
the specific co, emissions of the business unit totalled
24 kg /tonne of crude salt in 2012, the absolute co, emis-
sions 1.0 million tonnes.

After the scheduled expiry of the agreement with the
Federal Government at the end of 2012, a final report
is being prepared for 2011 and 2012. Starting from 2013,
the self-obligation will be replaced by the introduction
of externally certified energy management systems in
accordance with DIN IS0 50001.

/ FURTHER INFORMATION can be found in our Corporate /Sus-
tainability Report on page 72.



Across the Group, co, emissions in 2012 were 1.5 mil-
lion tonnes (previous year: 1.5 million tonnes). Carbon
dioxide emissions per tonne of manufactured product
were, due to a smaller production volume, 53 kg /tonne
of product (previous year: 46 kg/tonne of product). We
see a realistic possibility of further reducing co, emis-
sions to about 45 kg/tonne as of 2014. /FIG: 4.4.6

EMISSIONS TRADING

Emissions trading is one of the instruments envisaged by
the 1997 Kyoto Protocol for reducing greenhouse gases.
The European system for trading in emission certificates
entered into force in 2005. Companies emitting more
€0, than allowed under the emission rights allocated to
them can choose whether to invest in projects to reduce
emissions or to buy emission certificates on the market.
The second trading period for emissions trading started
inJanuary 2008.In the k+s GROUP, 16 facilities continue

SPECIFIC CARBON DIOXIDE EMISSIONS'

to be obliged to engage in emissions trading. However, by
granting emission rights in accordance with the bench-
mark system, the energy efficiency of the individual
plants is not fully taken into consideration in Germany.
Instead, plants in the energy sector are assigned a “flat-
rate” percentage reduction obligation. These are difficult
to achieve, particularly for efficient industrial energy pro-
duction facilities such as our power plants, which already
have an efficiency level of over 90 % thanks to cogenera-
tion. Thus applied, emissions trading fails to have the
desired steering effect. Nonetheless, k+s emits less co,
than the allocated emission rights allow. While we sold
these at a profit in the first trading period, we have been
building up our stock since the beginning of the second
trading period. We are thus preparing ourselves in this
way for the third trading period (2013 to 2020), because in
that period the free allocation of certificates is to be grad-
ually reduced and thus the procurement of certificates

FIG: 4.4.6
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will increasingly have to take place on the free market.
To counter resultant future price risks, we have already
acquired additionally needed certificates and disclosed
them under non-current assets.In 2013 to 2020, they will
be recognised effecting net income in a low single-digit
million range per year.

RESEARCH AND DEVELOPMENT ACTIVITIES

GOALS AND MAIN FOCUSES

OF OUR R&D ACTIVITIES

In principle, we pursue the following two goals with our
research and development activities:

+ Increasing customer benefit

+ The highest possible efficient use of resources

Against this backdrop, we focus our research and devel-
opment activities on process optimisation as well as the
development of new and improved products. The con-
tinuous review and further development of the produc-
tion methods and processes used by us is intended to
ensure a sustainable and efficient use of raw materials,
capital, energy and personnel. To this end, we evaluate
new technologies and materials and operate research
institutes of our own focusing on product development,
product treatment, process technology and analytics.



Within the framework of developing new fertilizers
and improving those we already offer, we are commit-
ted to practice-oriented research in the sphere of plant
nutrition. We work out solutions in order to meet the
increased demand for food and feed due to a growing
global population as well as changing eating habits. Our
agricultural application consulting supports customers
in the use of our products on site and creates a transfer
of knowledge to less developed regions. In application-
orientated agricultural research, we further develop the
project portfolio of our research institute, which is oper-
ated jointly with the University of Géttingen.

In 2012, the research and development activities for the
Legacy Project were the main focus. As part of this pro-
ject, we have undertaken extensive activities in solu-
tion mining and in the treatment of brine that will be
extracted in the future. Furthermore, we are driving
forward the improvement of production processes for
the reduction of solid and liquid residues so that the
resources from our deposits can be extracted as com-
pletely as possible. A further key focus of the research
on process technology is, both in the Potash and Magne-
sium and Salt business units, the further improvement
of the production processes as well as the flexibilisation
of the processes for adapting to changed raw material,
production or market conditions.

USE OF EXTERNAL R&D KNOW-HOW
The research strategy of the x+s GROUP comprises
internal and external research activities. An impor-

tant element is cooperation, which permits the effec-
tive transfer of knowledge from research into practice,
access to an international network and the use of syn-
ergies.

In 2012, € 2.2 million was spent on cooperation with
external research institutions (2011: € 2.3 million); this
is about 6.5% of the total research and development
costs of € 33.6 million spent in this financial year. The
funds used focused on the following subjects, selected
examples of which are:

SOLUTION MINING

Together with Canadian and German specialists, we
have examined the available methods of solution min-
ing in view of their applicability for the specific deposit
circumstances of the Legacy Project.

FORWARD-LOOKING EXTRACTION TECHNOLOGIES

Within the seventh Framework Research Programme of
the Eu Commission, since 2012, K+s has been participat-
ing in a consortium of 26 companies and research insti-
tutes called I?Mine. The initiative focuses on the chal-
lenges confronting mining today: the development of
ever deeper deposits, and, nevertheless, the endeavours
to operate mines safely, with as little visible impact as
possible and with minimal effects on the environment.
Within the framework of this cooperation, we hope to
be able to develop new extraction technologies, which
subject to safety requirements lead to a better exploi-

tation of our deposits and to an increase in the lifetime
of our mines.

EVALUATION OF SALT PRODUCTS

The MORTON sALT research laboratory recently con-
ducted a lifecycle study for water softening units, which
are operated with the patented MORTON® SYSTEM
SAVER® II pellets salt tablets. The performance of MOR-
TON SALT de-icing products was tested in cooperation
with a university research centre. Other external labo-
ratories were commissioned to conduct de-icing agent
corrosion tests in accordance with the test certification
requirements set by the Pacific Northwestern Snow-
fighters Association. The results obtained from these
studies provide a basis for new product features and
appropriate advertising campaigns.

INTERNATIONAL FIELD TESTS

We assign global field tests to specialised and experi-
enced agricultural testing institutes, which are accom-
panied on a scientific basis by our employees. This
approach enables us to obtain valuable findings in vari-
ous climatic zones, on local soils as well as in relation to
a diverse range of crops and to optimise our products
accordingly.

COOPERATION WITH THE INTERNATIONAL PLANT
NUTRITION INSTITUTE

K+S KALI GMBH supports the INTERNATIONAL PLANT
NUTRITION INSTITUTE (IPNI) in Norcross, United States,
financially in a project for optimising the strategies for



applying fertilizers in plantations (see also “Selected
R&D projects — Plant cultivation”).

INSTITUTE OF APPLIED PLANT NUTRITION (IAPN)

In May 2012, the INSTITUTE OF APPLIED PLANT NUTRI-
TION, recognised by the Georg-August-University of
Gottingen, was opened by k+s KALl GMBH. The aim
of the 14PN is, within the framework of a public-pri-
vate partnership, to create an interface between the
academic world and business. The focus is on practice-
oriented research in the area of plant nutrition. A rapid
integration by the x+s application advisers in practice
of the knowledge gained is thus guaranteed.

DEVELOPMENT-ORIENTATED AGRICULTURAL
RESEARCH

Together with the International Potato Research Centre
c1p and the Deutsche Gesellschaft fiir Internationale
Zusammenarbeit (G1z), K+S KALI GMBH is researching
into the balanced fertilization of potatoes as the world’s
third most important staple food (see also “Selected R&D
projects — Plant cultivation”).

COOPERATION WITH UNIVERSITIES

In the economic, natural science and technical areas we
cooperate with universities and support their graduates
financially at undergraduate, master’s degree and doc-
toral level in those areas that are the focus of our R&D
activities. This allows us to identify talent early on and
to recruit a new generation of qualified employees for
our Company.

RESEARCH FIGURES

RESEARCH COSTS AND DEVELOPMENT-RELATED
CAPITAL EXPENDITURE

In the period under review, research costs of the con-
tinued operations totalled € 19.4 million and were thus
tangibly above the level of the previous year (2011: €
17.0 million). The majority of research costs were
accounted for by research projects in solution min-
ing as part of the planned drilling and brining out of
the first cavern of the Legacy Project in Saskatchewan.
The improvement of production processes for mini-
mising solid and liquid production residues in potash
production was a further focus. As measured by reve-
nues, the research intensity of the x+s GRoUP is 0.5%
(2011:0.4 %). This percentage is more or less the normal
level in our sector. / TAB: 4.5.1

Under 1FRs, certain development costs have to be capi-
talised in the balance sheet. In the year under review,
development-related capital expenditure for continued
operations was, at € 14.2 million (2011: € 1.6 million), far
above the level of the previous year and incurred in the
Potash and Magnesium Products business unit mainly
for the development of the first cavern of the Legacy Pro-
ject. Capitalisation will result in corresponding depreci-
ation charges for development-related capital expendi-
ture over the coming years. / TAB: 4.5.2
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RESEARCH cOsTS ' TAB: 4.5.1
2012 2011
in € million
Potash and Magnesium
Products business unit 124 9.0
Salt business unit 33 3.0
Other research costs 3.7 5.0
Total 19.4 17.0

1 Information refers to the continued operations of the K+S Group.

RESEARCH PERSONNEL

As planned, the number of people employed in research
rose to 87 (2011: 77) due to hiring at the central research
unit in Germany and at the MORTON SALT research
institute in the United States.

SELECTED RESEARCH AND DEVELOPMENT
PROJECTS AND RESULTS

At regular intervals, all research projects are jointly
examined in cooperation with the clients in relation to
their progress, applicability, framework conditions, the
probability of realisation and potential returns.

MINING AND GEOLOGY

GEOLOGICAL MODELLING OF OUR DEPOSITS
Comprehensive geological 3D models are developed for
selected potash and rock salt deposits of K+s KALI GMBH



RESEARCH FIGURES' TAB: 4.5.2
2012 2011 2010 2009 2008

in € million
Research costs 19.4 17.0 138 18.7 181
Research intensity (Research costs /revenues) 0.5% 0.4% 03% 05% 0.4%
Capitalised development-related capital expenditure 14.2 16 0.7 1.8 2.8
Employees as of 31 Dec. (number) 87 77 73 78 65

1 Information refers to the continued operations of the K+S Group; the years 2008 and 2009 as well as the years 2008 until 2010 also include the discontinued operations

of the COMPO business and the Nitrogen business, respectively.

and Esco. The aim of such models is to further optimise
the planning of mining with even more efficient explo-
ration of the deposit, in order to increase output and bet-
ter exploit the deposit.

TRAINING IN PROCESS-OPTIMISED DRILLING WORKS
Building on the successful development of the virtual
drilling jumbo control panels, which were used in recent
years for training drillers, we are now trying to develop
practical procedures for using image-generating meth-
ods to efficiently generate a 3D virtualisation of any real
drilling sites for these training simulators.

PROCESS TECHNOLOGY

SOLUTION MINING

We have created a laboratory environment to examine
the dissolution behaviour of the salt rock at different
locations of the deposit area in Canada using drill core
samples, and on the basis of these findings to better pre-
dict the result of solution mining.

EVAPORATION PROCESSES

In our central research institute in Heringen, site-spe-
cific evaporation processes were developed for K+s KALI
GMBH with the objective of further reducing the differ-
ent liquid production residues. This should enable us
to regain additional reusable substances, which can be
used as an intermediate product in the production of
potassium sulphate.

SENSOR-AIDED SORTING

K+S KALI GMBH has been increasingly conducting
research in the area of dry treatment technologies. With
the development of new real-time sensors for distin-
guishing between different minerals, it is intended to
exploit the application of new sorting technology.

PLANT CULTIVATION

OPTIMISING THE FERTILISATION STRATEGIES FOR

OIL PALMS

The INTERNATIONAL PLANT NUTRITION INSTITUTE
(IPNI) is carrying out a project for optimising the ferti-
lisation strategies for oil palms. The focus here is specifi-
cally on sandy soils. The introduction of the “best prac-
tice” concept at plantation companies is intended to
contribute to increasing oil yields within the context of
sustainable and economical farming.

DEVELOPMENT-ORIENTATED AGRICULTURAL
RESEARCH

Together with the International Potato Research Cen-
tre c1p and the Deutsche Gesellschaft fur Internation-
ale Zusammenarbeit (G1z), we are working on combat-
ing poverty through the promotion of potato cultiva-
tion in the partner countries of German development
cooperation in Asia and Africa, as well as Central and
Latin America.

PRODUCT DEVELOPMENT

FURTHER DEVELOPMENT OF WATER-SOFTENING SALTS
In 2012, MORTON SALT developed water-softening salts
with additional product properties for maintaining
exchange resins and improving the overall performance
of water softeners. The goal is to strengthen the market
leadership with innovative products.



SPECIALITIES FOR THE AMERICAN MARKET FOR
FOOD GRADE SALT

In order to enable food manufacturers in the United
States to fulfil local guidelines on nutrition, MORTON
SALT is continuing to develop low-sodium products.

BRAND PORTFOLIO AND PATENTS

In 2012, the k+s brand portfolio in the continued oper-
ations increased by 37 industrial property rights. As
umbrella brands, the x+s GroUP uses, for example,
ACTION MELT®, CEREBOS®, KALI-STIER®, MORTON®,
SPL®, UMBRELLA GIRL®, VATEL® and WINDSOR®. As
product brands, for example, AXAL®, REGENIT®, KORN-
KALI®, PATENTKALI® and KALISEL® are used. Further
brands for food grade salt in Chile are SAL LoB0S® and
the low-sodium product range BI0SAL LIGHT® and BLIZ-
ZARD WIZARD® for de-icing salt in the United States. On
the reporting date, the k+s GrouUP holds 2,322 national
proprietary rights (2011: 2,285) deriving from 555 basic
trademarks. The x+s GrRoUP’s global patent portfolio
currently numbers se patent families, which are pro-
tected by 264 national rights (2011: 263). The patents are
used, for example, in the areas of electrostatic prepa-
ration processes, granulate production and flotation.
A small amount of licence revenues were generated.

MACROECONOMIC ENVIRONMENT

After the slight improvement in overall economic devel-
opment at the start of 2012, growth in the global econ-
omy was again more restrained in the further course
of the year. Nonetheless, it proved possible to increase
the global gross domestic product by a total of 3.0 %.
While the increase in the gross domestic product in the
advanced economies was very small overall, there was
even a recession in the eurozone. In the developing and
emerging market countries too, economic development
declined strongly in particular in the second half of the
year due to a shortfall in demand from the industrial-
ised nations. A major reason for this remained the sov-
ereign debt crisis in the eurozone states, whose meas-
ures to reduce indebtedness weighed on demand. The
increase in consumer prices decelerated significantly
worldwide in 2012. / TAB: 4.6.1
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In the European Union, the gross domestic product fell
by 0.2%. While the gross domestic product in the core
countries Germany and France rose slightly, it declined
tangibly in Italy, Spain, Portugal and the Netherlands.
In Germany, the gross domestic product in 2012 grew
by 0.7% after an increase of 3.0 % in the previous year.
Monetary policy was strongly expansive, and against
this backdrop the European Central Bank (EcB) lowered
the key interest rate to 0.75 % in July.

In the United States, the economy developed slightly
positively in the course of 2012. The property sector
and the banking system stabilised. Private consump-
tion also grew as a result of positive signals from the
employment market. New employees were predomi-
nantly hired in the service sector, which recovered most
strongly from the recession. The gross domestic product
rose by 2.3%. The FEDERAL RESERVE BANK (FED) also
stuck to its low interest rate policy in 2012 with the aim
of reviving the economy.

PERCENTAGE CHANGE IN GROSS DOMESTIC PRODUCT TAB: 4.6.1
2012 2011 2010 2009 2008

in %; real
Germany +0.7 +3.0 +3.7 (4.7) +1.3
EU-27 0.2) +17 +19 4.2) +12
World +3.0 +3.7 +5.1 (0.8) +3.1

Source: Deka Bank



DEVELOPMENT OF PRICES FOR AGRICULTURAL PRODUCTS AND CRUDE OIL FIG: 4.6.1
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In the emerging market countries, the economy cooled
down noticeably during 2012. In particular, the falloff
in demand from the industrialised nations, primarily
the eurozone, led to a deterioration of economic data.

The commodities markets developed positively overall
in the course of 2012. In the first half of the year, the oil
price (Brent) initially declined in the wake of general
uncertainty on the financial markets and indications
of a weaker global economy, but recovered in the sec-
ond half of the year as a result of the supply risks due
to the conflict between Syria and Turkey. At the end
of the year, the oil price stood at Us$ 111 per barrel. The
average annual price for a barrel of oil was Uss$ 112
and was thus at the level of 2011. There were consid-

—— Crude Oil (Brent)

Source: Bloomberg

erable price fluctuations for agricultural raw materi-
als. Towards the end of the second and at the start of
the third quarter, and with the exception of palm oil,
prices rose significantly, after persistent dry weather
in the Midwest of the United States and in Russia
had resulted in tangibly lower harvest estimates. The
increase slowed down slightly at the end of the year.
Nonetheless, prices for corn, wheat and soy beans rose
by up to19%. /FIG: 4.6.1

In 2012, developments on the international foreign
exchange markets were again influenced by the vola-
tile development of the us dollar exchange rate against
the euro. After the us dollar had weakened to about 1.35
USD/EUR at the start of the year, it rose in the middle of

the year to 1.21 USD/EUR, and at the end of December
stood at 1.32 USD/EUR or about 2 % lower against a year
before (31 December 2011:1.30 USD/EUR). In terms of the
average for the year, the us dollar stood at 1.29 USD/EUR
and was thus just under 8 % stronger than the average
of the previous year (2011:1.39 USD/EUR). / FIG: 4.6.2

IMPACT ON K+S

The changes in the macroeconomic environment

impacted on the course of business for k+s as follows:

+ The energy costs of the K+s GrROUP are particularly
affected by the costs of obtaining gas. As a result of
the energy supply clauses agreed with our suppliers,
changes in oil prices, for example, in the Potash and
Magnesium Products business unit were normally
only reflected in our cost accounting with a delay of six
to nine months. Against this background, the further
increased energy price level experienced in the sec-
ond half of 2011 resulted in a significant price-related
increase in the Xx+s GROUP’s energy costs in 2012. A
description of the energy contracts in effect from the
fourth quarter of 2012 can be found on page 144.

+ As a result of the hedging instruments used for the
Potash and Magnesium Products business unit, the
exchange rate was on average 1.32 USD/EUR incl.
costs and thus more favourable than in the previ-
ous year (2011 exchange rate incl. hedging costs: 1.35
USD/EUR).

+ In addition to the usp/EUR currency relationship, a
relative comparison of the euro and the currencies
of our competitors each in relation to the us dollar



DEVELOPMENT OF EUR/USD VERSUS CAD/USD AND RUB/USD

FIG: 4.6.2
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is also of importance for us. A strong us dollar has
a positive impact on the earnings capacity of most
of the world’s potash producers in their respective
local currency; this is due to the fact that the bulk of
the global potash output lies outside the us dollar
zone, while almost all sales (exception: business in
the eurozone) are invoiced in us dollars. Figure 4.6.2
shows that the strength of the us dollar against the
euro in the summer months had a positive impact
on the x+s GROUP. However, the advantage in com-
parison to competitors diminished again at the end
of the year.

/ AN EXPLANATION OF THE MEASURES FOR MITIGATING
ENERGY PRICE RISKS can be found in the Risk Report on
page 124.

Source: Bloomberg

INDUSTRY-SPECIFIC FRAMEWORK
CONDITIONS

POTASH AND MAGNESIUM PRODUCTS

BUSINESS UNIT

While caution still marked the early stocking-up of pot-
ash and magnesium products at the start of the year,
demand developed positively during the second quar-
ter of 2012. The relatively high price level for agricul-
tural raw materials offered attractive income prospects
for farmers. The incentive to also increase yields per
hectare through the optimal use of fertilizers therefore
increased. After the potash supply agreements with
validity until the end of June 2012 were concluded with
China in mid-March 2012 at Us$ 470/tonne for potas-
sium chloride standard, and thus on unchanged terms,
the international spot prices for potassium chloride also
tended to firm up and were between Uss 500 and 520/
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4.6 OVERVIEW OF THE COURSE OF BUSINESS

tonne. In the third quarter too, demand in the markets
of relevance for k+s was on a good level. However, the
absence of contracts by North American and Russian
producers to be concluded with Chinese and Indian cus-
tomers in the second half of the year led to the capaci-
ties not being fully utilised, particularly in North Amer-
ica and Russia, and to the estimates for global potash
sales volumes in 2012 overall diminishing to about
54 million tonnes (incl. potassium sulphate and potash
varieties with lower x,0 of around 3 million tonnes).
Against this backdrop, the international prices for potas-
sium chloride came under pressure towards the end of
the third quarter. In Brazil, the price quotations declined
in the course of the fourth quarter, for example, to about
Uss 470 /tonne. On 31 December 2012, CANPOTEX then
published the terms of the potash supply agreement
concluded with China for the first half of 2013. The price
for potassium chloride standard including freight was
reduced from Us$ 470/tonne by us$ 70/tonne. Corre-
spondingly, shortly afterwards cANPOTEX announced
prices for the potash spot markets of Us$ 465/tonne
for granulated and us$ 450/tonne for potassium chlo-
ride standard.

/ THE MARKET POSITIONS OF THE K+S GROUP can be found in

the ‘Group Structure and Business Operations’ section on page ss.

/ THE DEVELOPMENT OF PRICES OF AGRICULTURAL PROD-
UCTS can be found in figure 4.6.1 on page 8é6.
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SALT BUSINESS UNIT

DE-ICING SALT — WESTERN EUROPE

Due to the mild and dry weather conditions at the
beginning of 2012, the very high level of the previous
year’s early stocking-up business could not be achieved.
Nevertheless, the creation of additional storage capaci-
ties on the customer side and cautious repeat orders at
the end of the first quarter ensured an average early
stocking-up sales volume in the second and third quar-
ters. Prices decreased slightly in the early stocking-up
season and in the tenders for the 2012/13 winter sea-
son, due to the high supply. In the fourth quarter, the
cold weather conditions with snowfall seen at the end
of November led to an overall average start to the win-
ter season 2012/13.

DE-ICING SALT — NORTH AMERICA

The de-icing salt regions on the East Coast of the United
States and in Canada were also characterised by high
stocks due to the exceptionally mild winter at the start
of 2012. Most producers reacted to this situation with
cuts in production. In the de-icing salt regions of the
United States, both in the early stocking-up business
and in the tenders for the winter season 2012/13, there
were declines in prices and volumes, especially in the
Midwest. Both in the United States and in Canada, the
winter that began late in December was not sufficient
for the multi-year average sales volumes to be overall
achieved in the fourth quarter.

INDUSTRIAL SALT

Demand for industrial salt was relatively stable both in
Europe and South America. In North America, a certain
reluctance to purchase could still be observed for water-
softening products.

FOOD GRADE SALT
The demand for food grade salt in Europe as well as
South and North America was at a good level in 2012.
However, increased competition continued to be
observed in Europe.

SALT FOR CHEMICAL USE

The European market for salt for chemical use in 2012
continued to be characterised by oversupply. Also
in North and South America, competitive pressure
increased.

KEY EVENTS AFFECTING THE COURSE
OF BUSINESS

+ During the first half of the year, the business with
potash and magnesium products was, as described
under the rubric Industry-specific framework con-
ditions’, positively influenced by the conclusion of
potash supply agreements with Chinese customers
and by an attractive agricultural price level. However,
the failure of North American and Russian produc-
ers to conclude contracts with Chinese and Indian
customers for the second half of the year led to the

capacities not being fully utilised, particularly in
North America and Russia. Against this backdrop,
the international prices for potassium chloride came
under pressure towards the end of the third quarter.
Although x+s did not have to reduce output due to
its low dependence on deliveries to China and India
and was able to sell a quantity comparable to that
sold in 2011, the price pressure to be observed in the
fourth quarter also in the markets of relevance to
K+s had corresponding effects.

Sales volumes of de-icing salt largely depend on win-
try weather conditions during the first and fourth
quarters. Against this backdrop, the exceptionally
mild weather conditions in Europe and North Amer-
ica described in ‘Industry-specific framework condi-
tions’ and therefore a de-icing salt business which
was, in the year as a whole, significantly below
the multi-year average in terms of sales volumes,
resulted in an unusually small contribution to reve-
nues and earnings in the Salt business unit.

In line with the strategy of the k+s GrouUp, which
provides for growth in the Potash and Magnesium
Products and Salt business units in particular and
for focusing management resources and finan-
cial means on this, the divestment of the N1TRO-
GEN business to the Russian agrochemicals com-
pany EUROCHEM took place on 2 July 2012. The gain
from the divestment (after income taxes) was € 66.9
million.



TREND IN SHARE PRICE

A detailed description of the x+s share price, including
price trends, ratios and further important information
about the x+s share can be found in the section 'k +s on
the Capital Market’ on page 22.

COMPARISON OF ACTUAL AND PROJECTED
COURSE OF BUSINESS

REVENUE FORECAST

The forecast for 2012 as at 2 March 2012 (still including
the discontinued operations of the NITROGEN business)
submitted as part of the Financial Report 2011 by the
Board of Executive Directors assumed that revenues
would remain stable in relation to the level of the previ-
ous year. This statement was also valid in the quarterly
financial report Q1/12. The outlook of the Half-yearly
Financial Report H1/12 published in August then for the
first time included a concrete range for revenue expecta-
tions for the continued operations of € 3.9 billion to € 4.2
billion. Due to a changed assumption for the annual aver-
age Us dollar exchange rate and against the backdrop of
the more difficult conditions for the markets relevant for
the Potash and Magnesium Products business unit, we
then assumed in the outlook of the Quarterly Financial
Report @3 /12 that revenues should reach a value at the
lower end of the range, i.e. a good € 3.9 billion.

The revenues of the K+s GROUP in 2012, at € 3.9 billion,
reached this forecast figure.

EXPENSES FORECAST

In the Financial Report 2011, we forecast that the total
costs (still including the discontinued operations of the
NITROGEN business) could rise moderately in compari-
son with the previous year. This statement was also
valid both in the Quarterly Financial Report Q1/12 and in
the Half-yearly Financial Report H1/12.In the Quarterly
Financial Report @3/12 we then expected total costs to
be roughly stable in comparison with the previous year.
We anticipated a slight increase in personnel expenses.
Concerning energy costs, from the start, we assumed a
significant increase. Regarding freight costs, we initially
expected a moderate decrease. However, since the pub-
lication of the Quarterly Financial Report Q3/12, we are
anticipating a tangibly lower figure. We initially forecast
depreciation and amortisation of about € 240 million.
Since the divestment of the NITROGEN business and
publication of the Quarterly Financial Report Q1/12, we
anticipated about € 230 million.

In the result for 2012, personnel expenses stood at € 981.9
million, and were, as expected, slightly above the previous
year. As far as energy costs are concerned, our forecast
was confirmed in view of an increase of 13 % to € 314.1 mil-
lion. At € 660.7 million, freight costs fell by about 11% and
were thus also in line with our expectations. Deprecia-
tion and amortisation in 2012 amounted to € 229.2 million.
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EARNINGS FORECAST

As part of the Financial Report 2011, the earnings out-
look formulated by the Board of Executive Directors on
2 March 2012 assumed that operating earnings EBIT I
(still including the discontinued operations of the NITRO-
GEN business) could decrease moderately in the 2012
financial year in comparison to 2011 as a consequence of
the below-average de-icing salt business at the start of
the year. This statement was also valid in the Quarterly
Financial Report Q1/12.In the Half-yearly Financial Report
H1/12, we specified the forecast for the continued opera-
tions to a range of € 820 million to € 900 million (2011:
€ 906.2 million). The reasons listed with regard to the
revenue expectation here too led us to assume a fig-
ure at the lower end of the range in the Quarterly
Financial Report @3/12, 1.e. of about € 820 million. Ulti-
mately, operating earnings in 2012 as a whole reached
€ 808.5 million and were thus, due to the non-recur-
rent expense arising from the sale of two further ships
of the Chilean shipping company EMPREMAR (Q4/12:
€ (7.9) million) as well as a weaker de-icing salt business
in the fourth quarter than had been assumed, slightly
below the figure forecast by us in the Quarterly Finan-
cial Report Q3/12.

CAPITAL EXPENDITURE FORECAST

In the Financial Report 2011, we had still reckoned with
capital expenditure of a good € 600 million for 2012
(thereof Legacy Project: € 170 million). This statement
was still valid both in the Quarterly Financial Report



ACTUAL VS. FORECAST COMPARISON 2012 TAB: 4.6.2
Forecast
Financial Forecast Actual Actual
Report 2011’ Q1l/127 Forecast H1/12 Forecast Q3/12 2012 2011 %
K+S Group
Revenues € billion stable stable 39t04.2 good 3.9 3.9 4.0 (1.5)
EBITDA € million  moderate decrease moderate decrease 1,050t0 1,130 about 1,050 1,037.7 1,146.0 (9.5)
Operating earnings (EBIT 1) € million  moderate decrease  moderate decrease 820t0 900 about 820 808.5 906.2 (10.8)
tangible significant
Financial result € million stable stable decrease decrease (79.6) (64.2) (24.0)
Group tax rate, adjusted? % 271028 271028 271028 271028 25.8 25.7 —
Group earnings from continued operations, adjusted? €million  moderate decrease  moderate decrease 540 to 600 about 530 540.8 625.6 (13.6)
Earnings per share from continued operations, adjusted? € moderate decrease  moderate decrease 2.85t03.15 about 2.75 2.83 3.27 (13.6)
Group earnings after taxes, adjusted 3 €million  moderate decrease  moderate decrease 630 to 690 about 630 639.7 581.8 +10.0
Earnings per share, adjusted >3 € moderate decrease  moderate decrease 3.30t0 3.60 about 3.30 334 3.04 +9.9
at least at least chance to chance to
Dividend € stable stable increase increase 1.40 1.30 +77
Capital expenditure® € million a good 600 a good 600 a good 600 about 520 465.5 2931 +58.8
Depreciation and amortisation® € million 240 230 230 230 229.2 239.8 (4.5)
significant significant significant significant
Energy costs € million increase increase increase increase 3141 277.0 +13.4
Personnel expenses € million slight increase stable slight increase slight increase 981.9 962.0 +21
moderate moderate moderate tangible
Freight costs € million decrease decrease decrease decrease 660.7 742.1 (11.0)
Potash and Magnesium business unit
at the level at the level at the level
Sales volume t million of 2011 of 2011 of 2011 6.9 6.95 6.94 +0.1
Salt business unit
Sales volume crystallised salt t million agood 19 less than 19 18t019 18to 19 17.56 2273 (22.7)
—of which de-icing salt t million about 10 less than 10 agood 9 agood9 8.33 1331 (37.4)

1 Forecast still includes the discontinued operations of the Nitrogen business.

2 The adjusted key figures only include the result from operating forecast hedges of the respective reporting period reported in
EBIT |, which eliminates effects from changes in the market value of the hedges. Related effects on deferred and cash taxes

are also eliminated; tax rate for 2012: 28.5% (2011: 28.4 %)

tion on financial assets

3 Earnings from continued and discontinued operations
4 Capital expenditure in or depreciation on property, plant and equipment, intangible and investment properties as well as deprecia-



Q1/12 and in the Half-yearly Financial Report H1/12.In
the Quarterly Financial Report Q3/12, we reduced this
forecast to about € 520 million (thereof Legacy Project:
€160 million) due to delays in the implementation of the
package of measures for water protection as well as the
construction of the saltwater pipeline from the Neuhof
site to the Werra plant. Ultimately, the volume of capi-
tal expenditure in 2012 as a whole was € 465.5 million
(thereof Legacy Project: € 142.8 million) and was there-
fore, in particular due to further delays, below the most
recently forecast figure. / TAB: 4.6.2

Unless stated otherwise, the earnings position refers to
the continued operations of the k+s GROUP. Since the
reporting on the second quarter of 2011, the compo busi-
ness is stated as a “discontinued operation” in accord-
ance with 1FRs 5 as a result of its divestment on 20 June
2011. The divestment of the NITROGEN business occurred
on 2 July 2012. Consequently, since the reporting on the
second quarter of 2012, the NITROGEN business is also
stated as a “discontinued operation” in accordance with
1FRS. The income statements for the respective previous
year have been adjusted accordingly.

AT € 3.9 BILLION, REVENUES APPROXIMATE
PREVIOUS YEAR’S LEVEL

At € 3,935.3 million, revenues for financial year 2012 were
almost on the same level as a year ago (€ 3,996.8 million).
A certain seasonality can generally be recognised from
the quarterly revenue figures posted during the course
of the year; thus, the first and fourth quarters tend to be
stronger, and the second and third somewhat weaker. In
terms of volumes, the first quarter for the Potash and
Magnesium business unit usually profits from the start
of spring fertilization in Europe. The de-icing salt busi-
ness is normally focused on the first and fourth quar-
ters of a year, while during the second and third quar-
ters, customers stock up early at prices that are usually
more favourable. In 2012, the Potash and Magnesium
Products business unit saw shifts into the second quar-
ter as the early stocking-up of fertilizers at the start of
the year was still marked by caution. In addition, less
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VARIANCE ANALYSIS TAB: 4.7.1
2012

in%
Change in revenues (1.5)
—volume /structure (0.8)
— prices/price-related +2.5
—exchange rates +3.8
—consolidation +0.2

de-icing salt was sold in the first and fourth quarters of
2012 given mild and dry weather conditions. / TAB: 4.7.2

/ A DETAILED EXPLANATION OF THE REVENUES OF THE
INDIVIDUAL SEGMENTS can be found on page 107.

In 2012, negative volume effects could almost be offset
by positive currency and price effects. The Potash and
Magnesium Products business unit achieved revenue
growth mainly due to higher average prices as well as

REVENUES BY BUSINESS UNIT TAB: 4.7.2
Q1/12 Q2/12 Q3/12 Q4/12 2012 2011 %
in € million
Potash and Magnesium
Products business unit 5819 669.5 560.5 478.7 2,290.6 2,1336 +7.4
Salt business unit 458.5 287.7 3185 420.1 1,484.8 1,710.1 (13.2)
Complementary Activities 39.1 381 36.4 40.1 1537 150.4 +2.2
Reconciliation 11 1.2 1.2 2.7 6.2 2.7 +129.6
K+S Group 1,080.6 996.5 916.6 941.6 BIO35E 3,996.8 (1.5)
Share of total revenues (%) 27.5 253 233 239 100.0 — -




the positive development of exchange rates. Salt busi-
ness unit revenues fell tangibly, especially as a result of
mild and dry weather conditions, after having benefited
from an above-average winter in the previous year.

/ TAB: 4.7.1
/ DETAILED LISTS OF THE AVERAGE PRICES AND SALES
VOLUMES can be found in tables 4.10.3 and 4.10.6.

The Potash and Magnesium Products business unit
posted the highest revenues of all the k+s GROUP’s busi-
ness units, accounting for 58 % of the total, and was fol-
lowed by the Salt business unit and Complementary
Activities. / FIG: 4.7.1

In Europe, we achieved revenues of € 1.6 billion ((6)%).
Thus, this region accounted for 42 % of total revenues.
North America achieved a revenue share of 26 % and
South America of 17%. Of total revenues, 12% was
accounted for by Asia. / FIG: 4.7.2

CURRENT AND FUTURE DEVELOPMENT
OF ORDERS

Most of the business of the k+s GROUP is not covered
by long-term agreements concerning fixed volumes and
prices.

The share of the backlog of orders in relation to revenues
is, at less than 10 % at the end of the year, low in the Pot-
ash and Magnesium Products business unit. This is cus-

REVENUES BY UNIT FIG:4.7.1
O 2012 2011

o in %

1 Potash and Magnesium

5 1 _ Products business unit 583 53.4
2 Saltbusiness unit 37.8 428
3 Complementary Activities 3.9 3.8
REVENUES BY REGION FIG: 4.7.2
5 2012 2011

4 u in%
/ 1 Europe 419 437
3 1 ~ _ofwhich Germany 14.8 15.8
72 North America 259 29.0
3 South America 172 137
2 \\/ 4 Asia 12.0 10.6
5 Africa, Oceania 3.0 3.0

tomary in the industry. The business is characterised by
long-term customer relationships as well as revolving
framework agreements with non-binding volume and
price indications.

In the Salt business unit, de-icing salt contracts for the
public sector in Europe, Canada and the United States
are normally issued in the form of public tenders. We
take part in these in the second and third quarter for the

upcoming winter season, but also, to a certain extent,
for following winter seasons too. The contracts include
both price and maximum volume agreements. However,
as the actual volumes depend on the winter weather
conditions and are therefore uncertain in advance, they
cannot be classified as backlog of orders as such. This
also applies to agreements with minimum purchasing
obligations on the part of our customers, since they can



normally be shifted to the following winter in the event
of weak demand in a season.

For the reasons stated above, the disclosure of the back-
log of orders of the k+s GrRoOUP is of no relevance for
assessing the short- and medium-term earnings capacity.

DEVELOPMENT OF SELECTED COST TYPES

The most important cost types in detail: The personnel
expenses of the k+s GRoUP amounted to about 25% of
revenues and at € 981.9 million increased by 2 % on the
previous year. Without provision effects, the personnel
costs rose by 2% to € 994.2 million against 2011. While
expenses arising from pay settlements under collective
bargaining agreements grew, costs rose due to exchange
rate effects and personnel expenses increased due to a
higher average number of employees, accruals for perfor-
mance-related remuneration fell. Freight costs amounted
to about 15 % of revenues and fell, in particular due to vol-
ume effects, by about 11% to € 660.7 million. Expenditure
on raw materials and supplies and on purchased mer-
chandise (material costs), about 10 % measured in terms
of revenues, fell by about 4% to € 373.9 million. Energy
costs, about 10 % of revenues, increased as expected by
13 % to € 314.1 million mainly for price reasons.
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EBITDA BY UNIT TAB: 4.7.3
Ql/12 Q2/12 Q3/12 Q4/12 2012 2011 %

in € million
Potash and Magnesium
Products business unit 2314 263.7 182.4 192.7 870.2 833.8 +4.4
Salt business unit 74.4 18.0 351 52.8 180.3 3379 (46.6)
Complementary Activities 8.5 7.7 3.8 283 29.0 (2.4)
Reconciliation® (10.1) (14.2) (11.4) (5.4) (41.1) (54.7) +24.9
K+S Group 304.2 275.8 213.8 2439 1,037.7 1,146.0 (9.5)
Share of total EBITDA (%) 293 26.6 20.6 235 100.0 — —
1 Expenses and income that cannot be allocated to business units and complementary activities are recorded separately and shown under ‘Reconciliation’

EBITDA MARGIN FIG:4.7.3
in% 5 19 15 20 25 30 35
2012 26.4
2011 N ~ 28.7
2010 N 20.6
2009 <=0 -

2008 31.0

EARNINGS DEVELOPMENT IN THE PAST
FINANCIAL YEAR

EARNINGS BEFORE INTEREST, TAXES, DEPRECIA-
TION AND AMORTISATION (EBITDA) FELL
Earnings before interest, taxes, depreciation and amor-
tisation (eB1TDA) fell in the year under review by just

under 10 % to € 1,037.7 million (2011: € 1,146.0 million).
The marked decline in the earnings of the Salt business
unit could not be offset by the slight increase in earn-
ings for the Potash and Magnesium Products business
unit. At 26.4 %, however, the EBITDA margin reached a
high level (2011: 28.7 %). As the EBITDA is not affected by
depreciation on valuations made within the framework



of purchase price allocations and as these have increased
significantly after the acquisition of MORTON saLT, the
EBITDA will now be more important in assessing the
operating earnings capacity. / TAB: 4.7.3 / FIG: 4.7.3

OPERATING EARNINGS EBIT |

REACH € 808.5 MILLION

The key performance indicator of the K+s GROUP, oper-
ating earnings BIT I, fell in 2012 by € 97.7 million or 11 %
to € 808.5 million (2011: € 906.2 million). These include
depreciation of € 229.2 million, which decreased by € 10.6
million in comparison to the previous year. At 20.5 %, the
EBIT margin reached a very good level.

/ A DEFINITION OF EBIT | AND AN EXPLANATION OF THE
TERM ‘PURCHASE PRICE ALLOCATION’ can be found in the
Glossary on page 220.

Operating earnings were especially influenced by the
following effects: The Potash and Magnesium Products
business unit was able to increase its earnings mainly
as a result of higher average prices. The earnings of the
Salt business unit fell strongly compared to the previ-
ous year, as the de-icing salt business was below aver-
age due to dry and mild weather conditions, having ben-
efited from an above-average winter in the previous
year. Complementary Activities were able to increase
earnings by € 3.2 million. The balance of expenses and
income, which cannot be allocated to the business
units and to Complementary Activities (reconciliation),
improved in the year under review especially as a result
of lower performance-related remuneration for the

Board of Executive Directors and employees to € (48.9)
million (2011: € (62.6) million). The seasonality described
for revenues is also reflected in earnings.

/ TAB: 4.7.4 /FIG: 4.1.4

/ A DETAILED EXPLANATION OF THE EARNINGS OF THE
INDIVIDUAL SEGMENTS can be found on pages 107.

EARNINGS AFTER OPERATING HEDGES EBIT Il
REACH € 846.5 MILLION

Earnings after operating hedges EBIT 11 achieved € 846.5
million during the year under review, having been
€ 882.8 million in the previous year. Compared with
EBIT I, EBIT II was positively affected by earnings effects

EBITI BY UNIT TAB: 4.7.4
Q1/12 Q2/12 Q3/12 Q4/12 2012 2011 %

in € million
Potash and Magnesium
Products business unit 208.5 240.7 158.8 165.9 773.9 739.5 +4.7
Salt business unit 455 (11.4) 5.1 232 62.4 2114 (70.5)
Complementary Activities 6.9 6.7 6.0 15 211 17.9 +17.9
Reconciliation’ (12.1) (16.2) (13.2) (7.4) (48.9) (62.6) +219
K+S Group 248.8 219.8 156.7 183.2 808.5 906.2 (10.8)
Share of total EBIT I (%) 30.8 27.2 19.4 22.7 100.0 — —
1 Expenses and income that cannot be allocated to business units and complementary activities are recorded separately and shown under ‘Reconciliation’

EBIT MARGIN FIG: 4.7.4
in% 10 15 20 25 30
2012 20.5
2011 -~ B 0 B 22.7
2010 - 1154
2009 6.7 SN
2008 28.0




resulting from operating forecast hedges of € 38.0 mil-
lion (2011: € (23.4) million) due to a weaker us dollar com-
pared with the “worst case” scenario. Of this amount,
€ +9.5 million (2011: € (25.2) million) was accounted for
by the valuation of the still outstanding operating fore-
cast hedges and € +28.5 million (2011: € +1.8 million) by
the neutralisation of the market fluctuations recorded
in the preceding periods.

/ A DEFINITION OF EBIT Il can be found in the Glossary on
page 221.

DEVELOPMENT OF OTHER KEY ITEMS OF THE
INCOME STATEMENT

AT 45%, GROSS MARGIN AT HIGH LEVEL

OF PREVIOUS YEAR

In the case of revenues, positive price and currency
effects could almost make up for negative volume effect
in 2012.In reference to cost of sales, volume-related sav-
ings in the Salt business unit were faced with price-
related cost increases. Overall, the gross margin was sta-
ble at 45 %.

SELLING EXPENSES FELL SLIGHTLY

In the year under review, the selling expenses of the Kk +s
GROUP amounted to € 734.2 million (2011: € 742.4 mil-
lion); of these, more than half were accounted for by
freights. The other costs for sales personnel, marketing
and supply chain management decreased moderately. A
low double-digit million euro amount spent on adver-

tising in the form of press advertisements, brochures,
Tv and radio commercials, trade fairs, product launches
etc. is included in this. The majority of these costs are
incurred in the Salt business unit.

GENERAL AND ADMINISTRATIVE EXPENSES ROSE
In 2012, general and administrative costs rose by € 18.5
million or 10% to € 196.8 million. A large part of this
increase was accounted for by the development of activ-
ities at K+S POTASH CANADA GP and by expenditure
within the framework of 1T changes at MORTON SALT.
At 5.0 %, administrative costs as a proportion of revenues
were slightly above the level of the previous year (4.5 %).

OTHER OPERATING INCOME EXCEEDS EXPENSES
In 2012, the balance for other operating income and
expenses came to € +10.2 million after having been
€ +5.0 million in the previous year. The improvement
chiefly results from a new assessment of the risks aris-
ing from the valuation of receivables.

NET INCOME FROM INVESTMENTS AT

€ 5.2 MILLION

At € 5.2 million, net income from investments in 2012
was below the level of the previous year (2011: € 9.6 mil-
lion). This is due to lower income from the disposal of
investments, with the previous year having benefited
from non-recurrent income deriving from the divest-
ment of a MORTON SALT investment.

COMBINED MANAGEMENT REPORT

4.7 EARNINGS POSITION

FINANCIAL RESULT WEAKER THAN IN

PREVIOUS YEAR

The financial result consists of net interest income and
other financial result. At € (85.5) million (2011: € (65.2)
million), net interest income fell in 2012. This was prin-
cipally due to a non-cash, unplanned interest expense
(€ 18.0 million), mainly for provisions for mining obliga-
tions. The reason for this was the necessary lowering of
the average weighted discount rate for provisions for
mining obligations of the K+s GROUP from 4.7% t0 4.3 %
due to the significant decrease in the long-term interest
level in 2012. Alongside interest expenses for pension
provisions (2012: € (7.5) million; 2011: € (5.2) million), inter-
est expenses for other non-current provisions, essen-
tially provisions for mining obligations (2012:€ (38.9) mil-
lion; 2011: € (21.9) million) are disclosed in the financial
result; both are non-cash. Overall, the financial result
was € (79.6) million against € (64.2) million in the pre-
vious year.

(ADJUSTED) EARNINGS BEFORE INCOME

TAXES FELL

In the year under review, earnings before income taxes
totalled € 766.9 million (2011: € 818.6 million). Adjusted
for the effects of market value fluctuations of the oper-
ating forecast hedges (€ +38.0 million), adjusted earn-
ings before income taxes amount to € 728.9 million. This
financial indicator declined by € 113.1 million or 13 % year
on year.
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(ADJUSTED) GROUP EARNINGS FROM CONTIN-
UED OPERATIONS DROPPED

In the year under review, Group earnings after taxes
from continued operations amounted to € 568.0 mil-
lion (2011: € 608.8 million). The anticipated income tax
expense was calculated based on a domestic Group
tax rate of 28.5 % (previous year: 28.4%). In 2012, a tax
expense totalling € 198.4 million was incurred (2011:
€ 209.3 million); this amount comprised a deferred
and thus non-cash tax income of € 32.6 million (2011:
deferred tax income of € 5.3 million).

For reasons of better comparison, we additionally report
adjusted Group earnings from continued operations,
which eliminates the effects from operating forecast
hedges. Furthermore, the effects on deferred and cash
taxes resulting from the adjustment are also eliminated.
We compute adjusted Group earnings as shown in
table 4.7.5. / TAB: 4.7.5

Adjusted Group earnings from continued operations
fell by € 84.8 million or 14% to € 540.8 million (2011:
€ 625.6 million). The main reason for this was the declin-
ing operating earnings. The adjusted Group tax ratio
was thus 25.8 % in the year under review, after 25.7% in
the previous year; higher income tax payments could be
more than offset by higher deferred tax income in com-
parison to the previous year.

The return on revenues at 13.7% was at an attractive
level also compared to previous years. / FIG: 4.7.5

COMPUTATION OF THE ADJUSTED GROUP EARNINGS

FROM CONTINUED OPERATIONS TAB: 4.7.5
2012 2011
in € million
Group earnings from continued operations 568.0 608.8
Income (-) /expenses (+) from market value changes of operating forecast hedges still outstanding (9.5) +25.2
Neutralising of market value changes of realised operating forecast hedges recognised in previous period (28.5) (1.8)
Elimination of resulting deferred and cash taxes 10.8 (6.6)
Adjusted Group earnings from continued operations 540.8 625.6
RETURN ON REVENUES FIG: 4.7.5
in% 5 15 20 25
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(ADJUSTED) EARNINGS PER SHARE FROM CON-

TINUED OPERATIONS REACH € 2.83 (2011: € 3.27)
For the year under review, adjusted earnings per share
from continued operations amounted to € 2.97. They
were down 7% on the previous year's figure of € 3.1s.
Adjusted for the effects of market value fluctuations
of the operating forecast hedges, adjusted earnings per
share from continued operations for the year under
review were € 2.83, which represents a decrease of 13 %

(2011: € 3.27). The current computation was performed on
the basis of 191.40 million no-par value shares, being the
average number of shares outstanding (previous year:
191.33 million no-par value shares).

As of 31 December 2012, we held no shares of our own. At
the year’s end, the total number of shares outstanding of
the x+s GROUP was 191.40 million no-par value shares.



Undiluted, adjusted earnings per share are computed
by dividing adjusted Group earnings after taxes and
minority interests by the weighted average number of
shares outstanding. As none of the conditions resulting
in the dilution of earnings per share exist in the case of
k+s at the present time, undiluted earnings per share
correspond to diluted earnings per share. / TAB: 4.7.6

ADJUSTED GROUP EARNINGS AND ADJUSTED
EARNINGS PER SHARE

Group earnings (including discontinued operations)
reached € 667.6 million (2011: € 564.3 million). Adjusted
Group earnings were € 639.7 million (2011: € 581.8 mil-
lion). Included in this, € 98.9 million was attributable to
the discontinued operations of the NITROGEN business.

Earnings per share (including discontinued operations)
reached € 3.49 (2011: € 2.95); adjusted earnings per share
were € 3.34 (2011: € 3.04). Of this, € 0.51 was attributable
to the discontinued operations of the NITROGEN busi-
ness.

/ DETAILED INFORMATION ABOUT THE DIVESTMENT OF
THE NITROGEN BUSINESS can be found in the Notes to the con-
solidated financial statements on page 168.

KEY FIGURES ON EARNINGS POSITION

MARGIN KEY FIGURES
The margin key figures slightly deteriorated year on year
as a result of the decline in earnings already described

COMBINED MANAGEMENT REPORT

GROUP EARNINGS AND EARNINGS PER SHARE TAB: 4.7.6
Q1/12 Q2/12 Q3/12 Q4/12 2012 2011 %

in € million
Group earnings from continued operations 187.1 1286 114.2 1381 568.0 608.8 (6.7)
Group earnings after taxes’ 2122 138.1 180.2 1371 667.6 564.3 +18.3
Earnings per share from
continued operations (€) 0.98 0.67 0.60 0.72 2.97 3.18 (6.6)
Earnings per share (€)' 111 0.72 0.94 0.72 3.49 295 +18.3
Average number of shares (million) 191.40 191.40 191.40 191.40 191.40 191.33 —
Group earnings from continued
operations, adjusted? 169.1 1412 98.9 1316 540.8 625.6 (13.6)
Group earnings after taxes, adjusted 2 1934 150.8 164.9 130.6 639.7 581.8 +10.0
Earnings per share from continued
operations, adjusted (€)? 0.88 0.74 0.52 0.69 2.83 3.27 (13.5)
Earnings per share, adjusted (€)"? 1.01 0.79 0.86 0.68 3.34 3.04 +9.9

1 Earnings from continued and discontinued operations

2 The adjusted key figures only include the result from operating forecast hedges of the respective reporting period reported in EBIT I, which eliminates effects from changes in
the market value of the hedges (see also ‘Notes to the income statement and the statement of comprehensive income’ in the notes to the consolidated financial statements

on page 182). Related effects on deferred and cash taxes are also eliminated; tax rate for 2012: 28.5% (2011: 28.4%).

above. The earnings before interest, taxes, depreciation
and amortisation (EBITDA) of € 1,037.7 million resulted
inan EBITDA margin of 26.4 % (2011: 28.7 %), and the EBIT
margin reached 20.5 % after having been 22.7 % in 2011.
The return on revenues was 13.7 % (2011: 15.7 %).

/ DEFINITIONS OF THE KEY FIGURES USED can be found on
page 219.

YIELD KEY FIGURES
The yield key figures also declined slightly as a result
of the weaker earnings contribution: In the reporting

year, our return on equity after taxes amounted to
19.4 % (2011: 20.2 %) with the return on total investment
amounting to 16.1 % (2011: 16.4 %). Against the backdrop
of higher property, plant and equipment, especially as
a result of higher expenditure in the Potash and Mag-
nesium Products business unit, the return on capi-
tal employed (rock) fell rather more sharply and was
20.0 % for the year under review, compared with 25.2 %
for the previous year. It is thus significantly above our
cost of capital of 8.7 % before taxes, i.e. the k+s GROUP



MULTIPERIOD OVERVIEW OF MARGIN AND YIELD KEY FIGURES' TAB: 4.7.7
2012 2011 2010 2009 2008

Figures in %
Gross margin 451 45.4 38.1 34.4 46.8
EBITDA margin 264 287 20.6 115 31.0
EBIT margin 20.5 227 154 6.7 28.0
Return on revenues? 137 157 9.8 26 204
Return on equity after taxes 3 19.4 20.2 187 84 68.6
Return on total investment?3 16.1 16.4 14.7 6.9 44.9
Return on Capital Employed (ROCE) 20.0 25.2 22.0 93 64.0
Weighted average cost of capital before taxes 8.7 8.6 9.5 9.9 10.4
Value added (€ million) 456.8 5973 406.1 (16.2) 1,124.5

1 Information refers to the continued operations of the K+S Group; the years 2008 and 2009 as well as the years 2008 until 2010 also include the discontinued operations of

the COMPO business and the Nitrogen business, respectively.

2 The adjusted key figures only include the result from operating forecast hedges of the respective reporting period reported in EBIT |, which eliminates effects from changes in

the market value of the hedges (see also ‘Notes to the income statement and the statement of comprehensive income” in the notes to the consolidated financial statements
on page 182). Related effects on deferred and cash taxes are also eliminated; tax rate for 2012: 28.5% (2011: 28.4%)

3 Information refers to the continued and discontinued operations of the K+S Group.

once again created considerable added value of € 456.6
million during the past financial year. / TAB: 4.7.7

/ A DETAILED EXPLANATION OF THE KEY FIGURES FOR THE
MANAGEMENT OF THE CAPITAL STRUCTURE can be found on
page 99.

COMPUTATION OF THE COST OF CAPITAL

The weighted average cost of capital rate for the k+s
GROUP is derived from the aggregate of the interest
claim to which a contributor of equity would be enti-
tled in respect of his equity share as well as the interest
on debt in respect of the share of interest-bearing debt
in total capital. As this is considered from an after-tax

perspective, the average interest on debt is reduced by
the corporate tax ratio.

The interest claim to which a contributor of equity
would be entitled is derived from a risk-free interest rate
plus a risk premium. The average of the yields of govern-
ment bonds denominated in euros with a maturity of
1to 30 years was assumed as the risk-free interest rate;
at the end of 2012, this was 2.2 % (previous year: 2.4 %).
The risk premium has been computed from a market
risk premium of 5.5% (in accordance with the recom-
mendation of the Institut der deutschen Wirtschafts-
prifer (1Ipw — Institute of German Auditors), previous

year: 4.5%) and the beta factor of 1.04 (previous year:
1.04) applicable to K+s in relation to the MscI EUROPE
benchmark index. This means that a contributor of
equity would be entitled to a notional yield of 7.9%
(previous year: 7.1%). The market value of the equity, as
of 31 December 2012, the time of the impairment tests,
amounted to around € 6.7 billion (previous year: € 6.7 bil-
lion) and is derived from the price of the x+s share on
that reporting date (€ 35.00) multiplied by the number
of shares issued (191.40 million shares).

The average interest on debt before taxes amounts
to 2.7 % (previous year: 4.0 %) and is derived from the
weighted average for the interest on the financial liabili-
ties of k+s as well as the interest on pension and mining
provisions. After taking into account the adjusted Group
tax ratio of 25.8 %, this results in an average cost of debt
after taxes of 2.0 % (previous year: 3.0 %).

As of 31 December 2012, interest-bearing debt amounted
to approximately € 2.2 billion, which was the aggregate
of the market value of the financial liabilities as well
as the present values of the pension provisions and
the provisions for mining obligations. Total capital was
accordingly about € 8.9 billion, of which about 75 % was
attributable to equity valuated at market prices.

In total, this results in a weighted average cost of capi-
tal rate for the k+s GrROUP of about 6.4 % (previous year:
6.3 %) after taxes and a corresponding cost of capital rate
before taxes of 8.7 % (previous year: 8.6 %). This gives, on



the basis of an average capital tied up of € 5,121.3 million
(of which operationally tied up: € 4,042.9 million) a cost
of capital of € 327.8 million for 2012.

Unless stated otherwise, the description of the financial
position refers to the continued operations of the k+s
GROUP. Since the reporting on the second quarter of 2011,
the compo business is stated as a “discontinued opera-
tion” in accordance with 1FRs 5 as a result of its divest-
ment on 20 June 2011. The divestment of the NITROGEN
business occurred on 2 July 2012. Consequently, since
the reporting on the second quarter of 2012, the NI1TRO-
GEN business is stated as a “discontinued operation” in
accordance with 1Frs. The income statement and the
cash flow statement of the previous year were adjusted
correspondingly. The balance sheet was not adjusted.

PRINCIPLES AND GOALS OF FINANCIAL
MANAGEMENT OF THE K+S GROUP

FINANCIAL MANAGEMENT IS CENTRALLY

CONTROLLED

The overriding goals of the financial management of the

K+S GROUP include:

+ securing liquidity and controlling it efficiently across
the Group,

COMBINED MANAGEMENT REPORT

KEY FIGURES FOR THE MANAGEMENT OF THE CAPITAL STRUCTURE TAB: 4.8.1
Target

corridor 2012 2011 2010 2009 2008

Net indebtedness/EBITDA 10to15 0.7 0.5 0.8 2.4 0.4

Net indebtedness /Equity (%) 50 to 100 217 19.8 27.6 64.5 332

Equity ratio (%) 40to 50 524 50.9 47.6 40.1 49.5

+ maintaining and optimising the financing capability
of the Group as well as

+ reducing financial risks also by means of financial
instruments.

In cash management, we focus on the management of
our liquidity as well as the optimisation of payment
streams within the Group. In order to maintain and opti-
mise the financing capability of the Group and to opti-
mise the cost of capital for borrowed capital and for
equity, we aim to achieve a situation where the K+s
GROUP has a capital structure in the long term, which
is orientated to the usual criteria and key figures for an
“investment grade” rating. The management of the capi-
tal structure is undertaken on the basis of the key fig-
ures presented in table 4.8.1. / TAB: 4.8.1

Against the backdrop of the high level of earnings as
well as a continued low level of net indebtedness, it
proved possible to exceed, once again, the targets set
as of 31 December 2012. In view of the upcoming invest-
ments in the expansion of our potash capacities in

Canada (Legacy Project) as well as the Werra package
of measures, the solid capital structure provides a good
starting point for the further development of the x+s
GROUP.

Group currency and interest rate management is per-
formed centrally for all Group companies. Derivative
financial instruments are only entered into with top-
rated banks and are spread across several banks so as
to reduce the risk of default.

FOREIGN CURRENCY HEDGING SYSTEM

Exchange rate fluctuations can lead to the value of the
service performed not matching the value of the con-
sideration, because income and expenditure arise at dif-
ferent times in different currencies (transaction risks).
Exchange rate fluctuations, especially in relation to the
us dollar, play a particular role for the Potash and Mag-
nesium Products business unit, in relation to the levels
of its proceeds and receivables. Within the framework
of transaction hedging, key net positions per currency
are hedged through derivatives, normally options and



futures. Furthermore, currency effects arise at subsidi-
aries whose functional currency is not the euro (transla-
tion risks): On the one hand, the earnings of these com-
panies determined in a foreign currency are translated
into euros at average rates and recognised in profit or
loss, and on the other hand, their net assets are trans-
lated into euros at spot rates. This can result in currency-
related fluctuations in the equity of the x+s Group.
Translation effects from the conversion of us dollars
mainly appear in the Salt business unit.

Within the framework of transaction hedging, options
and futures are utilised to hedge the worst case, but at
the same time the opportunity is created for part of the
hedging transactions to participate in a more favourable
exchange rate development.

For 2012, the price realised by the Potash and Magne-
sium Products business unit was 1.32 UsD/EUR includ-
ing costs (previous year: 1.35 UsD/EUR). The hedging
measures therefore led to a slightly poorer exchange
rate after premiums in comparison to the average usp/
EUR spotrate. /TAB:4.8.2

For the construction of the new potash plant in Canada
(Legacy Project), during the primary investment phase
until 2016, payments will be made in the Canadian dol-
lar (cap) and the us dollar (uUsD). The Canadian dollar
investment is partly aided by a natural hedge arising
from surpluses in the salt business in Canada. Futures
or options should also be used to hedge the remaining

POTASH AND MAGNESIUM PRODUCTS BUSINESS UNIT TAB: 4.8.2
2011 Q1/12 Q2/12 Q3/12 Q4/12 2012
USD/EUR exchange rate after premiums 1.35 1.34 131 130 1.35 1.32
Average USD/EUR spot rate 1.39 131 1.28 1.25 1.30 1.28
EQUITY AND LIABILITIES FIG: 4.8.1
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cAD net position, which define a worst-case scenario,
but also provide an opportunity to participate in a Cana-
dian dollar that may become weaker again. The Us dollar
investments are included in the usD net position of the
Potash and Magnesium Products business unit; during
the investment phase, this leads to a reduction of the
total us dollar volume requiring hedging. In the subse-
quent operating phase, the hedge volume will increase
given the anticipated additional usp revenues.

/ ADESCRIPTION OF THE LEGACY PROJECT AND ITS PHASES
can be found in the Opportunity Report on page 143.

FINANCING ANALYSIS

The financing analysis for 2012 refers to the continued
operations of the k+s GRoUP.In accordance with I1FRs 5,
the previous year's balance sheet was not adjusted and
contains the assets and liabilities of the divested NITRO-
GEN business.

The k+s GROUP has a strong financial basis as well as a
high potential for operating earnings and cash flow. This
means that we are able to respond flexibly to invest-
ment and acquisition opportunities if they make sense
strategically and satisfy our profitability criteria.



Compared with the end of 2011, the financing structure
of the k+s GrouP has displayed further improvement.
As of 31 December 2012, a good 90 % of the financing of
the x+s GrROUP resulted from equity and non-current
debt, which itself consists of bond payables and provi-
sions. Furthermore, there are also financing possibilities
available at banks, which, if need be, can offer us addi-
tional borrowing. / FIG: 4.8.1 / TAB: 4.8.3

EQUITY INCREASED TANGIBLY

Equity increased from € 3,084.6 million to € 3,477.8 million,
mainly due to earnings-related factors, and the equity
ratio rose from 50.9 % to 52.4 % of the balance sheet total.

/ A COMPUTATION OF THE COST OF EQUITY can be found on
page 98.

PROPORTION OF DEBT INCREASES WITH SECOND
BOND ISSUE

In 2012, the debt of the k+s GROUP increased from
€ 2,972.3 million to € 3,161.7 million. As of 31 December
2012, it consisted of about 37 % provisions, approximately
40 % financial liabilities, around 9 % accounts payable
trade, and 11% tax liabilities from income taxes and
deferred taxes.

As of 31 December 2012, non-current debt, including non-
current provisions, totalled € 2,514.3 million; the increase
compared to the previous year’s figure (€ 1,953.6 million)
is largely attributable to the issuing of a second bond
with a volume of € 500 million in June 2012. The pro-
portion of non-current debt has declined to 37.9 % of the
balance sheet total (31 December 2011:32.3 %).

Current debt fell from € 1,018.7 million at the end of 2011
to € 647.4 million as of 31 December 2012, mainly as a
result of a decline in accounts payable trade in connec-
tion with the divestment of the NITROGEN business.
The proportion of current debt in relation to the balance
sheet total thus fell from 16.8 % in the previous year to
9.7% as of 31 December 2012.

/ FURTHER DETAILS OF THE CHANGE IN INDIVIDUAL BAL-
ANCE SHEET ITEMS can be found in the Notes to the consolidated
financial statements on page 18s.

FINANCIAL LIABILITIES

As of 31 December 2012, financial liabilities amounted
to € 1,265.8 million; of this, only € 0.9 million were to be
classified as current. The majority of non-current debt is
attributable to the corporate bonds issued by us in Sep-
tember 2009 (maturity: September 2014; interest cou-
pon: 5.0% p.a.) as well as in June 2012 (maturity: June
2022; interest coupon 3.0% p.a.).

/ A COMPUTATION OF THE COST OF DEBT can be found on
page 98; an overview of the maturity profile is on page 130.

Financial liabilities in foreign currencies are predomi-
nantly denominated in us dollar. As of 31 December 2012,
they amounted to just € 18.9 million after conversion.

PROVISIONS

The main non-current provisions of the k+s GrRoUP are
for mining obligations as well as for pensions and simi-
lar obligations.

COMBINED MANAGEMENT REPORT

The provisions for non-current mining obligations
amounted to € 706.6 million after having been € 580.6
million in the previous year. The increase is largely
attributable to the annual interest accumulation of
provisions, the recognition of additional provisions for
mining risks and the revaluation of existing provisions.
About € 50 million of the increase is attributable to the
necessary lowering of the average weighted discount
factor from 4.7 % to 4.3 % due to the significant decrease
inthe long-term interest level in 2012. This was reflected
in a non-cash, unplanned interest expense (€ 14.2 mil-
lion). An increase in the discount factor of half a per-
centage point would result in a reduction of the carry-
ing amount by about € 71 million. Conversely, a reduc-
tion in the discount factor of half a percentage point
would cause provisions for mining obligations to rise by
about € 95 million. It is important to note in this regard
that the described changes in provisions resulting from
a change in the discount rate do not result in a corre-
sponding impact on earnings. For a material part of the
provisions for mining obligations, the adjustments on
the basis of the change in valuation parameters must
be carried out under the provisions of 1FrIC 1. A balance
sheet reduction or extension would therefore generally
result for the corresponding provision items. Further-
more, effects arising from the adjustment of other valua-
tion parameters (e.g. the rate of inflation) can counteract
the effect of a change in the discount rate.

The non-current provisions for pensions and similar
obligations amounted to € 88.8 million after having been



MULTIPERIOD OVERVIEW OF FINANCIAL POSITION! TAB: 4.8.3
2012 2011 2010 2009 2008
in € million

Equity 3,477.3 3,084.6 2,651.6 2,094.6 1,7183
Equity ratio (%) 524 50.9 47.6 40.1 49.5
Non-current debt 2,514.3 1,953.6 1,919.1 2,235.7 756.4

—thereof provisions for pensions
and similar obligations 88.8 95.3 184.8 1943 931
—thereof provisions for mining obligations 706.6 580.6 528.4 4192 378.3
Non-current provisions as share of balance sheet (%) 14.0 136 155 16.0 16.4
Current debt 647.4 1,018.7 1,003.0 886.8 999.1
—thereof accounts payable —trade 289.2 613.8 511.2 346.9 465.4
Financial liabilities 1,265.8 770.6 786.6 1,266.9 266.4
Net financial liabilities (39.4) (65.1) 193 737.8 98.6
Net indebtedness 756.0 610.8 7325 1,3513 570.0
Level of indebtedness | (%) 36.4 25.0 29.7 60.5 15.5
Level of indebtedness |1 (%) 21.7 19.8 27.6 64.5 33.2
Working Capital 1,025.7 840.9 959.4 970.5 962.3
Cash flow from operating activities »3 650.6 7434 829.1 537.1 810.1
Free cash flow before acquisitions /divestments 34 246.7 491.5 651.4 368.1 639.9
Cash flow for /from financing activities? 243.0 (261.7) (439.7) 1,168.1 (318.0)

1 Information refers to the continued operations of the K+S Group; the years 2008 until 2010 as well as the years 2008 until 2011 also include the discontinued operations

of the COMPO business and the Nitrogen business, respectively.

2 Information for the years 2010 until 2012 refers to the continued operations of the K+S Group.
3 Without out-financing of pension obligations in the amount of: 2012: € (43.4) million, 2011: € (110.0) million, 2010: € (2.7) million, 2009: € (2.3) million, 2008: € (7.4) million
4 Without investments in /sales of securities and other financial investments in the amount of: 2012: € (558.5) million, 2011: € (372.4) million, 2008: € 0.0 million

€ 95.3 million in the previous year; the decline is mainly
attributable to a further out-financing of pension obliga-
tions. The actuarial measurement of pension provisions
is performed applying the projected unit credit method

in accordance with 1as 19. Due to a lower level of mar-
ket interest rates, the average weighted discount factor
for pensions and similar obligations fell to 3.8% as of
31 December 2012 after having been 4.8 % in the pre-

vious year. The change in the level of market interest
rates does indeed impact on the amount of pension obli-
gations, but because of the use of the corridor method
(1as 19) up to and including 2012, it does not directly
impact on their balance sheet value.

/ AN EXPLANATION OF THE EFFECTS OF NEW ACCOUNTING
STANDARDS can be found in the Notes to the consolidated finan-
cial statements on page 180.

IMPORTANCE OF OFF-BALANCE SHEET
FINANCING INSTRUMENTS FOR THE
FINANCIAL AND THE ASSET POSITION

Off-balance sheet financing instruments in the sense of
the sale of receivables, asset-backed securities, sale and
lease back transactions or contingent liabilities in rela-
tion to special purpose entities not consolidated only
exist to a negligible extent. We primarily use operat-
ing leases in respect of, for example, company vehicles,
storage capacities and 1T equipment; their extent has no
material bearing on the economic position of the Group.

CAPITAL EXPENDITURE ANALYSIS

In 2012, the K+s GROUP invested € 465.5 million; this
represents an increase of € 172.4 million or 59 %. Of this,
some € 142.8 million was accounted for by infrastructure
investments and drilling operations for the Legacy Pro-



CAPITAL EXPENDITURE BY UNIT' TAB: 4.8.4
Q1/12 Q2/12 Q3/12 Q4/12 2012 2011 %
in € million
Potash and Magnesium
Products business unit 23.9 54.1 80.8 1741 332.9 162.1 +105.4
Salt business unit 138 19.6 17.8 60.1 1113 1123 (0.9)
Complementary Activities 0.6 14 11 3.2 6.3 43 +46.5
Other capital expenditure 29 2.6 2.8 6.7 15.0 14.4 +4.2
K+S Group 41.2 71.7 102.5 244.1 465.5 293.1 +58.8
Share of capital expenditure (%) 8.9 16.7 220 524 100.0 — -

1 Capital expenditure of continued operations in property, plant and equipment, intangible assets and investment properties

CAPITAL EXPENDITURE COMPARED WITH DEPRECIATION

AND CASH FLOW FROM OPERATING ACTIVITIES ' FIG: 4.8.2
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1 Information refers to the continued operations of the K+S Group; the years 2008 and 2009 as well as the years 2008 until 2010 alsu  "'de the discontinued operations

of the COMPO business and the Nitrogen business, respectively.
2 Investments in or depreciation on property, plant and equipment, intangible assets and investment properties as well as depreciation on financial assets.
3 Without out-financing of pension obligations in the amount of: 2012: € (43.4) million, 2011: € (110.0) million, 2010: € (2.7) million, 2009: € (2.3) million, 2008: € (7.4) million
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ject in Canada. The increase is also attributable to the
execution of the package of measures on water protec-
tion in the Hesse-Thuringia potash district as well as
the construction of the saline wastewater pipeline from
the Neuhof site to the Werra plant. A certain degree of
seasonality is evident for capital expenditure; generally,
investment undertakings are implemented predomi-
nantly in the third and fourth quarters, since we use the
pauses in production at that time to implement larger-
scale investment projects. / TAB: 4.8.4

At the end of the year, there were capital expenditure
obligations totalling € 223.1 million, which relate to as
yet uncompleted investment undertakings from 2012.

Measures relating to replacing and ensuring production
accounted for € 266.6 million or just under 60 % of the
investments made. Depreciation totalled € 229.2 million.
/ FIG: 4.8.2

POTASH AND MAGNESIUM PRODUCTS

BUSINESS UNIT

Our capital expenditure in the Potash and Magnesium
Products business unit totalled € 332.9 million, i.e. € 170.8
million or 105 % more than in the previous year, of which
€ 142.8 million was invested in infrastructure and drill-
ing operations for the Legacy Project in Canada, just
under € so million for the package of measures for water
protection in the Hesse-Thuringia potash district as well
as about € 25 million for the construction of the saline
wastewater pipeline from the Neuhof site to the Werra
plant. There was also a focus on projects for improving



the exploitation of raw materials. Measures relating to
replacing and ensuring production accounted for just
under half of the capital expenditure.

SALT BUSINESS UNIT

At € 111.3 million, capital expenditure made in the Salt
business unit in 2012 was more or less stable in rela-
tion to the previous year. Key projects included the mod-
ernisation of a MORTON SALT evaporated salt plant in
Hutchinson, usa, the expansion of the sifting capacities
at spL, the replacement of a ship at our Chilean ship-
ping company EMPREMAR, and measures to optimally
use shaft capacities at the Borth salt site in Germany.
Measures relating to replacing and ensuring produc-
tion accounted for about two thirds of the volume of
capital expenditure.

COMPLEMENTARY ACTIVITIES

During the year under review, capital expenditure on
Complementary Activities amounted to € 6.3 million, an
increase of 2.0 million in relation to the previous year's
figure (2011: € 4.3 million). In the Waste Management
and Recycling business, further progress was made on
the development of a further field for underground reu-
tilisation at the German Bernburg site. In total, measures
relating to replacing and ensuring production accounted
for most of the capital expenditure.

CASH FLOW REVIEW '

TAB: 4.8.5
Q1l/12 Q2/12 Q3/12 Q4/12 2012 2011 %
in € million
Gross cash flow 264.5 2122 148.4 1879 813.0 859.0 (5.4)
Cash flow from operating activities? 187.1 148.6 1393 175.6 650.6 7434 (12.5)
Cash flow for investing activities? (54.4) (74.9) (93.8) (185.0) (408.1) (494.7) +17.5
—of which acquisitions /divestments (4.2) - - - (4.2) (242.8) +98.3
Free cash flow?3 132.7 73.7 455 (9.4) 2425 248.7 (2.5)
Free cash flow before acquisitions/
divestments?3 136.9 73.7 455 (9.4) 246.7 4915 (49.8)
Share of total free cash flow (%) 55.5 29.9 184 (3.8) 100.0 — -
Cash flow for/from financing activities 29 244.4 (3.5) (0.8) 243.0 (261.7) —
Operational change in cash
and cash equivalents 3 +131.1 +3273 +40.1 (13.9) +484.6 (8.6) —

1 Information refers to the continued operations of the K+S Group.

2 Without out-financing of pension obligations in the amount of: Q1/12: € (3.7) million, Q2/12: € (3.2) million, Q3/12: € (3.2) million, Q4/12: € (33.3) million, 2012: € (43.4) million,

2011: € (110.0) million

3 Without investments in/sales of securities and other financial investments in the amount of: Q1/12: € (59.0) million, Q2/12: € (145.0) million, Q3/12: € (360.3) million, Q4 /12:

€ +5.8 million, 2012: € (558.5) million, 2011: € (372.4) million

LIQUIDITY ANALYSIS

Gross cash flow reached € 813.0 million in the year under
review and was therefore € 46.0 million or 5 % below the
previous year's figure (2011: € 859.0 million). The decrease
followed the earnings development. Lower operating
earnings were offset by lower income tax payments.

/ TAB: 4.8.5

Cash flow provided by operating activities (excluding
out-financing of pension obligations) declined by 13 %
to € 650.6 million compared to the year before (2011:

€ 743.4 million). During the year under review, the devel-
opment of working capital was as follows: In the Potash
and Magnesium Products business unit, inventories rose
slightly, mainly as a result of price factors, while in the
previous year, the more cautious attitude of the trade
sector had resulted in a sharper volume-related increase
in the fourth quarter. In the Salt business unit, stocks
largely remained on the high level, to which they had
increased in the previous year as a result of the mild
winter in the fourth quarter of 2011. While receivables
in the Potash and Magnesium Products business unit
had risen more sharply in 2011 as a result of price factors,



the increase in the year under review was lower. Receiv-
ables for the Salt business unit rose, while the previous
year had seen a decrease as a result of the weak de-icing
salt business in the fourth quarter of 2011. While the
increase in the liabilities of the x+s GROUP was approx-
imately on the previous year’s level, the overall lower
increase in inventories could more or less make up for
the increase in receivables, so that the change in work-
ing capital largely remained stable in comparison to the
previous year.

During the year under review, cash flow for invest-
ing activities (excluding investments in securities)
amounted to € (408.1) million and was thus below the
level of the previous year (2011: € (494.7) million). The
absence of disbursements for the acquisition of poT-
ASH ONE (2011: € (242.8) million) was offset by higher
disbursements related to property, plant and equipment,
especially as a result of higher capital expenditure in
the Potash and Magnesium Products business unit. Free
cash flow (excluding out-financing of pension obliga-
tions and investments in securities) totalled € 242.5 mil-
lion (2011: € 248.7 million). Adjusted for acquisitions/
divestments, the free cash flow fell by € 244.8 million to
€ 246.7 million in comparison to the same period in the
previous year.

Cash flow from financing activities for the year under
review was € 243.0 million (2011: € (261.7) million). The
change is mainly attributable to the issuance of the sec-
ond bond (€ 497.1 million). As of 31 December 2012, net
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ASSETS FIG: 4.9.1
in % 20 40 60 80 100
63.1 36.9
2012 - X
56.9 431
2011

Non-current assets Current assets

cash and cash equivalents amounted to € 345.0 million
(31 December 2011: € 437.3 million). It should be noted
that € 870.8 million was invested in securities and other
financial investments, while inflows of € 312.3 million
came from the sale of matured securities and financial
investments. These relate to investments mainly in time
deposits and money market instruments, which con-
tinue to remain available as cash reserves.

Net indebtedness (including non-current provisions for
pensions and mining obligations totalling € 795.4 mil-
lion) amounted to € 756.0 million as of 31 December 2012
(31 December 2011: € 610.8 million).

The description of the asset position refers to the con-
tinued operations of the k+s GrRouUP. The previous year’s
balance sheet was not adjusted and contains the assets
and liabilities of the NITROGEN business divested in 2012.

ANALYSIS OF ASSET STRUCTURE

As of 31 December 2012, the balance sheet total of the
K+S GROUP amounted to € 6,639.0 million. At 63:37, the
ratio of non-current assets to current assets once again
shifted somewhat towards non-current assets com-
pared to the previous year. /FIG: 4.9.1 / TAB: 4.9.1

Property, plant and equipment increased to € 2,527.4
million (31 December 2011: € 2,227.0 million). This is
mainly attributable to capital expenditure in the Potash
and Magnesium business unit; the divestment of the



MULTIPERIOD OVERVIEW OF NET ASSET POSITION TAB: 49.1
2012 2011 2010 2009 2008

in € million
Property, plant and equipment, intangible assets 3,528.2 3,247.9 2,803.3 2,658.0 1,423.5
Financial assets, non-current securities
and other financial investments 515.4 74.4 24.1 224 223
Inventories 687.9 730.0 740.2 680.4 684.6
Accounts receivable —trade 770.3 928.8 949.8 849.6 901.5
Cash and cash equivalents, current securities
and other financial investments 786.8 757.8 748.4 529.1 167.8
Net financial liabilities (39.4) (65.1) 19.3 737.8 98.6
Net indebtedness 756.0 610.8 7325 1,351.3 570.0
Equity/fixed assets ratio | (%) 98.1 94.5 93.8 78.2 1199
Equity/fixed assets ratio |1 (%) 169.1 154.4 161.8 161.7 1719
Liquidity ratio | (%) 1215 744 74.6 59.7 16.7
Liquidity ratio Il (%) 266.2 180.3 186.7 172.6 1217
Liquidity ratio 111 (%) 378.1 256.1 262.9 252.7 192.8

1 Information refers to the continued operations of the K+S Group; the years 2008 until 2010 as well as the years 2008 until 2011 also include the discontinued operations

of the COMPO business and the Nitrogen business, respectively.

NITROGEN business did not have a significant impact
because of its low property, plant and equipment. Finan-
cial assets as well as non-current securities and other
financial investments increased to € 515.4 million (31
December 2011: € 74.4 million), as the proceeds from the
second bond issue were temporarily invested in securi-
ties and other financial investments. As a consequence
of the divestment of the NITROGEN business, inven-
tories fell slightly to € 687.9 million (31 December 2011:
€ 730.0 million). Trade receivables fell to € 770.3 million
at the end of the year (31 December 2011: € 928.8 million)

for the same reason. Current securities and other finan-
cial investments increased to € 435.0 million (31 Decem-
ber 2011: € 315.0 million); these relate to investments
mainly in time deposits and money market instruments
with terms of between three and twelve months, which
continue to remain available as cash reserves. Including
the cash inflow from the divestment of the NITROGEN
business, cash and cash equivalents totalled € 351.8 mil-
lion (31 December 2011: € 442.8 million) at the end of the
year. Adding to this the investments in current securi-
ties totalling € 435.0 million as described above, the cash

and cash equivalents have increased slightly in compar-
ison to the previous year.

Including cash and cash equivalents (€ 351.8 million), the
non-current and current securities and other financial
investments (€ 934.5 million), non-current provisions for
mining obligations and pensions (€ 706.6 million and
€ 88.8 million, respectively) and the financial liabilities
(€ 1,265.8 million), and after taking into account claims
for reimbursement in connection with a bond at MmoRr-
TON SALT (€ 18.9 million), this results in net indebtedness
for the k+s GrRoOUP of € 756.0 million as of 31 December
2012 (31 December 2011: € 610.8 million).

/ DEFINITIONS OF THE KEY FIGURES USED can be found in the
‘Further Information’ section on page 219.

EARMARKED PLAN ASSETS

In 2005, we started on the out-financing of obligations
for pensions and partial retirement of the domestic
companies through a Contractual Trust Arrangement
(cTa) model. By making allocations to the cta model,
the corresponding financial resources are earmarked
for the purpose of settling pension obligations and early
retirement arrangements. The same applies to plan
assets, which are earmarked for financing the pension
obligations of the MORTON GROUP. Furthermore, there
are pledged reinsurance arrangements which are also
to be classed as plan assets according to 1¥rs. In accord-
ance with 1FRrs, the obligations for pensions and partial



retirement and the associated plan assets are recorded
on a net basis. The funds earmarked in connection with
personnel obligations increased by € 58.1 million to a
total of € 415.5 million in 2012 mainly as a result of fur-
ther allocations as well as positive performance. Details
on the composition of these plan assets as well as the
out-financing arrangements performed in 2012 can be
found in the Consolidated Notes under note (21) ‘Pro-
visions for pensions and similar obligations’ as well as
under note (23) ‘Non-current obligations to employees’.

OFF-BALANCE SHEET ASSETS

Other financial obligations totalled € 299.2 million as of
31 December 2012 (31 December 2011: € 197.4 million) con-
cern both obligations arising from as yet uncompleted
capital expenditures as well as from operating leases
for items of factory and office equipment (e. g. print-
ers, photocopiers and 1T peripherals). In addition, vehi-
cles and storage capacities are leased. Due to the cho-
sen contractual structures, these items are not to be car-
ried under fixed assets on the balance sheet. Information
about other intangible, unrecognised assets in the sense
of customer and supplier relationships as well as organi-
sational and procedural advantages can be found in our
Corporate /Sustainability Report on pages 43, 69 and 101;
investors and capital market relationships are explained
in the ‘x+s on the Capital Market’ section on page 26.

COMMENTS ON ACQUISITIONS AND
DIVESTMENTS OF COMPANIES

On 8 May 2012, k+s announced that it wanted to sell the
NITROGEN business to the Russian agrochemicals com-
pany EUROCHEM. Closing took place on 2 July 2012. The
gain (after income taxes) was € 66.9 million. Since the
second quarter of 2012, the NITROGEN business is stated
as a “discontinued operation” in accordance with 1FRrs.

ESCO — EUROPEAN SALT COMPANY GMBH & CO. KG, an
indirect 100 % subsidiary of K+S AKTIENGESELLSCHAFT,
acquired the Czech salt processing company, SOLNE
MLYNY, A.S. (SMO) on 3 January 2012. SMO is a major
supplier of salt products in the Czech Republic and is
also active in other neighbouring European regions. The
purchase price was € 4.4 million.

The aforementioned transactions were performed
within the two-pillar strategy of the k+s Group. This
provides for growth in the Potash and Magnesium Prod-
ucts and Salt business units in particular and for focus-
ing management resources and financial means on this.

/ FURTHER INFORMATION can be found in the Notes to the con-
solidated financial statements on page 168 and 173.
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4.9 ASSET POSITION / 4.10 SEGMENT DEVELOPMENT

4.10 SEGMENT DEVELOPMENT

POTASH AND MAGNESIUM PRODUCTS
BUSINESS UNIT

AT € 2.3 BILLION, REVENUES ROSE 7%

YEAR ON YEAR

In financial year 2012, revenues of the business unit
increased by € 157.0 million or 7 % to € 2,290.6 million;
this is attributable to a significant increase in the aver-
age price of the product range as well as to a positive
development of the exchange rate. Sales volumes in 2012
totalled 6.95 million tonnes and were on a par with the
high level of the previous year (6.94 million tonnes).

/ TAB: 4.10.1, 4.10.2, 4.10.3

/ ADESCRIPTION OF THE MARKET ENVIRONMENT IN THE
POTASH AND MAGNESIUM PRODUCTS BUSINESS UNIT can
be found on page 87 in the ‘Industry-specific conditions’ section.

VARIANCE ANALYSIS TAB: 4.10.1
2012

in %
Change in revenues +7.4
—volume/structure +0.7
— prices /price-related +33
—exchange rates +34
—consolidation —
Potassium chloride +13.2
Fertilizer specialities +35

Industrial products (2.8)

107



POTASH AND MAGNESIUM PRODUCTS BUSINESS UNIT TAB: 4.10.2
Q1/12 Q2/12 Q3/12 Q4/12 2012 2011 %
in € million
Revenues 581.9 669.5 560.5 4787 2,290.6 2,133.6 +7.4
Earnings before interest, taxes,
depreciation and amortisation (EBITDA) 2314 263.7 182.4 192.7 870.2 833.8 +4.4
Operating earnings (EBIT 1) 208.5 240.7 158.8 165.9 773.9 739.5 +4.7
Capital expenditure 239 54.1 80.8 1741 3329 162.1 +105.4
Employees as of reporting date (number) 8,208 8,209 8,374 — 8,310 8,188 +1.5
REVENUES BY REGION FIG: 4.10.1
2012 2011
2 in%
4 o 1 Europe 489 534
—of which Germany 129 14.5
1 72 North America 2.8 2.7
3 73 South America 235 18.9
- 4 Asia 198 196
2 5 Africa, Oceania 5.0 5.4
REVENUES BY PRODUCT GROUP FIG: 4.10.2
3 2012 2011
/ in%
1 I Potassium chloride 51.1 48.5
2 Fertilizer specialities 36.5 37.8
2 z Industrial products 124 13.7

The proportion of revenues generated in Europe in the
year under review amounted to 49 %; this revenue share
is largely free of any direct foreign exchange risk. A large
part of the remaining revenues was generated in South
America and Asia. /FIG: 4.10.1

During the year under review, revenues for potassium
chloride — our most significant product in terms of vol-
ume —rose by € 136.7 million or 13 % to € 1,171.8 million;
increased sales volumes, positive exchange rate effects
as well as higher average prices compared with the
previous year resulted in this rise. In Europe, we sold
1.03 million tonnes of potassium chloride; this figure
was down about 8 % on the previous year (2011:1.12 mil-
lion tonnes). Overseas sales amounted to 2.22 million
tonnes and were thus 14 % up on the previous year (2011:
1.95 million tonnes).

With fertilizer specialities, we achieved revenues of
€ 835.6 million during the past financial year, an increase
of almost 4 % (2011: € 8071 million). In this product group
too, the decisive factor were higher prices on average,
which, in conjunction with positive currency effects, were
able to more than make up for decreases in sales volumes
in Europe. While the European sales volume reached 1.97
million tonnes ((5)%), at 0.99 million tonnes, the sales vol-
ume overseas was 1 % higher than in the previous year.

In the industrial products area, revenues decreased by
3 % to € 283.2 million (2011: € 291.4 million); positive
price and currency effects were not able to make up
for negative volume effects. Sales volumes amounted



DEVELOPMENT OF REVENUES, SALES VOLUMES AND AVERAGE PRICES BY REGION' TAB: 4.10.3
Ql/12 Q2/12 Q3/12 Q4/12 2012 2011 %

Revenues € million 581.9 669.5 560.5 478.7 2,290.6 2,133.6 +7.4
Europe € million 318.7 273.0 268.4 258.6 1,118.7 1,1399 (1.9)
Overseas US$ million 345.0 508.1 365.2 275.2 1,493.5 1,380.8 +8.2
Sales volumes t eff. million 1.78 1.96 1.69 1.52 6.95 6.94 +0.2
Europe t eff. million 0.98 0.85 0.85 0.84 3.52 3.75 (6.2)
Overseas t eff. million 0.80 111 0.84 0.68 3.43 3.19 +7.6
Average Prices €/teff. 327.4 340.8 332.3 314.2 329.4 307.6 +7.1
Europe €/teff. 326.1 319.5 315.7 308.4 317.8 304.2 +4.5
Overseas uss/teff. 4311 457.7 436.5 400.6 4349 432.8 +0.5

1 Revenues include prices both inclusive and exclusive of freight costs and, in the case of overseas revenues, are based on the respective USD/EUR spot rates. For most of these
revenues, hedging transactions have been concluded. The price information is also affected by the respective product mix and is therefore to be understood as providing a

rough indication only.

to 0.51 million tonnes ((7)%) in Europe and to 0.23 mil-
lion tonnes ((12)%) overseas. / FIG: 4.10.2

EBITDA AND OPERATING EARNINGS EBIT | ROSE

For the year under review, earnings before interest,
taxes, depreciation and amortisation (EBITDA) of the
business unit amounted to € 870.2 million and were up
€ 36.4 million, or 4 %, year on year (2011: € 833.8 million).

It proved possible to increase operating earnings EBIT I
by € 34.4 million or 5% to € 773.9 million. This includes
depreciation of € 96.3 million, which increased by € 2.0
million in comparison to those for the previous year. The
improvement in earnings is particularly attributable to

higher average prices across the overall product range;
these were able to more than make up for increased
costs, especially in the case of personnel, energy, costs
for the Legacy Project as well as the effect of the reduc-
tion in stocks. Earnings for 2012 benefited by about € 8
million from the stronger us dollar.

/ STATEMENTS REGARDING THE FUTURE DEVELOPMENT OF
REVENUES AND EARNINGS OF THE POTASH AND MAGNESI-
UM PRODUCTS BUSINESS UNIT can be found on page 140.

COMBINED MANAGEMENT REPORT

SALT BUSINESS UNIT

AT € 1.5 BILLION, REVENUES DOWN 13% ON
PREVIOUS YEAR’S HIGH LEVEL

In the year under review, revenues generated by the
Salt business unit amounted to € 1,484.8 million and
were thus down € 225.3 million or 13 % on the previous
year's figure. Negative volume effects contrasted with
positive currency and structural effects. Sales of crys-
tallised salt during the year under review totalled 17.56
million tonnes and were thus down just under 23 % on
the high level of the previous year (22.73 million tonnes)
as a result of the mild and dry weather conditions dur-
ing the year under review. / TAB: 4.10.4, 4.10.5, 4.10.6

/ A DESCRIPTION OF THE MARKET ENVIRONMENT IN THE
SALT BUSINESS UNIT can be found on page 88 in the ‘Industry-
specific conditions’ section.

VARIANCE ANALYSIS TAB: 4.10.4
2012

in%
Change in revenues (13.2)
—volume /structure (19.7)
— prices/price-related +1.7
—exchange rates +4.5
—consolidation +0.3
Food grade salt +79
Industrial salt +2.7
Salt for chemical use +17.9
De-icing salt (38.4)
Other +4.2




SALT BUSINESS UNIT TAB: 4.10.5
Q1/12 Q2/12 Q3/12 Q4/12 2012 2011 %
in € million
Revenues 458.5 287.7 318.5 420.1 1,484.8 1,710.1 (13.2)
Earnings before interest, taxes,
depreciation and amortisation (EBITDA) 74.4 18.0 35.1 52.8 180.3 337.9 (46.6)
Operating earnings (EBIT 1) 455 (11.4) 5.1 23.2 62.4 211.4 (70.5)
Capital expenditure 13.8 19.6 17.8 60.1 1113 1123 (0.9)
Employees as of reporting date (number) 5,179 5172 5,033 — 5,092 5,230 (2.6)
REVENUES BY REGION FIG: 4.10.3
45 2012 2011
T in %
3 N 1 in %
v 1 Europe 24.9 26.6
—of which Germany 10.3 11.6
2 North America 64.3 64.3
3 South America 9.4 8.6
2 4 Asia 13 0.2
5 Africa, Oceania 0.1 0.3
REVENUES BY PRODUCT GROUP FIG: 410.4
5 2012 2011
= 1 in%
\ 1 Food grade salt 229 184
4 2 Salt for chemical use 33.8 28.6
3 Industrial salt 7.9 5.8
2 4 De-icing salt 30.7 433
3 AN e &
5 Other 4.7 39

Last year, just under 25 % of the revenues of the Salt
business unit were generated in Europe and are there-
fore largely free of any direct foreign exchange risk. The
largest share of revenues was achieved in North Amer-
ica at 64 %;in South America the share was around 9 %.
/ FIG: 4.10.3

At € 339.4 million, food grade salt revenues were up
€ 24.7 million or just under 8 % for the year under review.
Higher prices in North and South America as well as
positive currency effects could more than make up for
negative volume and structural effects. The sales volume
amounted to 1.42 million tonnes and was down about
7% year on year.

Revenues for industrial salts, e. g. fishery, feed and high-
purity pharmaceutical salts, rose slightly to € 502.4 mil-
lion for the past financial year, having amounted to
€ 489.4 million in the previous year. Positive currency
and price effects could make up for lower sales volumes
in Europe as well as in North and South America. Sales
volumes amounted to 4.94 million tonnes and were
thus down 6% on the previous year’s figure (5.26 mil-
lion tonnes) as a result of buying restraint with respect
to water softening products in North America.

At € 117.4 million, revenues in the salt for chemical use
business were up € 17.8 million or 18 % on the previous
year's figure. The increase in revenues is attributable to
positive volume and currency effects. The sales volume
amounted to 2.87 million tonnes and was up 9 % year
on year (2.63 million tonnes).



DEVELOPMENT OF REVENUES, SALES VOLUMES AND AVERAGE PRICES' TAB: 4.10.6
Q1/12 Q2/12 Q3/12 Q4/12 2012 2011 %

De-icing salt
Revenues € million 207.3 29.6 57.4 161.7 456.0 739.7 (38.4)
Sales volumes t million 4.02 0.60 111 2.60 8.33 13.31 (37.4)
Average prices €/t 51.5 49.6 51.7 62.2 54.7 55.6 (1.6)
Industrial salt, salt for chemical
use and food grade salt
Revenues € million 228.1 245.7 245.8 239.6 959.2 903.7 +6.1
Sales volumes t million 2.16 2.38 2.23 2.46 9.23 9.42 (2.0)
Average prices €/t 105.8 103.2 110.0 97.5 104.0 959 +8.4
Other
Revenues € million 231 124 153 18.8 69.6 66.7 +4.3
Salt business unit
Revenues € million 458.5 287.7 3185 420.1 1,484.8 1,710.1 (13.2)

1 Revenues include prices both inclusive and exclusive of freight costs. The price information is also affected by changes of the exchange

rates and the respective product mix and is therefore to be understood as providing a rough indication only.

De-icing salt revenues for the year under review
amounted to € 456.0 million; as a result of the excep-
tionally mild and dry weather conditions in both Europe
and North America, this corresponds to a decrease of
€ 283.7 million or 38 % compared with the high figure of
€ 739.7 million for the previous year. Positive currency
effects could only slightly offset the effects of sharp vol-
ume decreases and slight price declines. Sales volumes
fell strongly year on year and amounted to 8.33 million
tonnes (2011: 13.31 million tonnes).

In addition to the business with other de-icing agents,
such as magnesium chloride solution, “Other” also

includes the third-party logistics business of the shipping
company EMPREMAR belonging to the Chilean spL Group.
The revenues recorded under “Other” rose by € 2.9 million
to € 69.6 million; positive price and currency effects could
more than make up for volume decreases as a result of
lower transport volume at EMPREMAR. / FIG: 4.10.4

EBITDA AND OPERATING EARNINGS EBIT |
DOWN STRONGLY ON PREVIOUS YEAR'S ABOVE-
AVERAGE RESULTS

During the year under review, earnings before inter-
est, taxes, depreciation and amortisation (EBI1TDA) fell
by around 47 % to € 180.3 million (2011: € 337.9 million).

COMBINED MANAGEMENT REPORT

At € 62.4 million, operating earnings BIT I of the Salt
business unit were down € 149.0 million or about 70 % on
the figure for the preceding year (€ 211.4 million). Operat-
ing earnings EBIT I include depreciation of € 117.9 million
(2011: € 126.5 million). The exceptionally strong decline in
earnings compared with the above-average earnings for
the previous year is due, in particular, to declining vol-
umes in the de-icing salt business in Europe and North
America, mainly prompted by the exceptionally mild
and dry weather conditions. The non-recurrent expense
arising from the disposal of three ships belonging to the
Chilean shipping company EMPREMAR had an impact of
€ (10.7) million. The cost savings introduced as a result of
the weaker demand for de-icing salt could only slightly
offset the decrease in earnings. The profitability of our
global salt business varies depending on the respective
regional mix, the utilisation of capacity, the local margin
as well as the exchange rates. Thus, for example, earn-
ings for 2012 were adversely affected by between € 90
million and € 110 million as a result of the below-average
de-icing salt business in comparison to the long-term
average figure, while the earnings in 2011 had still ben-
efited from a positive winter effect by between € 20 mil-
lion and € 30 million.

/ STATEMENTS REGARDING THE FUTURE DEVELOPMENT OF
REVENUES AND EARNINGS OF THE SALT BUSINESS UNIT can
be found on page 141.



COMPLEMENTARY ACTIVITIES TAB: 4.10.7
Q1/12 Q2/12 Q3/12 Q4/12 2012 2011 %
in € million
Revenues 39.1 38.1 36.4 40.1 153.7 150.4 +2.2
Earnings before interest, taxes,
depreciation and amortisation (EBITDA) 8.5 8.3 7.7 3.8 283 29.0 (2.4)
Operating earnings (EBIT 1) 6.9 6.7 6.0 15 211 17.9 +17.9
Capital expenditure 0.6 14 11 3.2 6.3 43 +46.5
Employees as of reporting date (number) 289 288 290 — 293 290 +1.0
REVENUES BY REGION FIG: 4.10.5
3 2012 2011
EAE
1 in%
2 N
/ 1 Germany 82.4 82.0
1 2 Rest of Europe 17.3 17.5
3 Asia 0.3 0.5
REVENUES BY SEGMENT FIG: 4.10.6
4 2012 2011
o in%
1 Waste Management
3 1 and Recycling 57.7 58.3
2 K+STransport GmbH 8.5 9.7
3 Animal hygiene products 24.0 235
27\ 9.8 85

4 CFK Trading

COMPLEMENTARY ACTIVITIES

REVENUES REACH € 153.7 MILLION (+2.2%)

At € 153.7 million, revenues for Complementary Activi-
ties were a good 2 % above the level of the previous
year. According to IFRS, internal revenues deriving
from services rendered to K+S GROUP companies are
not included in these figures. Including these inter-
nal revenues, total revenues for the year under review
amounted to € 187.1 million (2011: € 188.1 million).

/ TAB: 4.10.7, 4.10.8 / FIG: 4.10.5

/ YOU WILL FIND AN OVERVIEW OF THE INDIVIDUAL AREAS
OF ACTIVITY on page 61.

In the Waste Management and Recycling business unit,
revenues rose slightly to € 88.7 million (2011: € 87.7 mil-
lion), and in crx (Trading), they rose to € 15.0 million
(2011: € 12.8 million). Revenues in the Animal Hygiene
Products area rose to € 36.9 million (2011: € 35.3 million)
mainly as a result of volume factors while revenues for
K+S TRANSPORT GMBH fell by just about 10% to € 13.1
million as a result of a change in the classification of
third-party and internal revenues. / FIG: 4.10.6

EBITDA AND OPERATING EARNINGS EBIT |

The earnings before interest, taxes, depreciation and
amortisation (EBITDA) of Complementary Activities
in the year under review amounted to € 28.3 million
and were thus down € 0.7 million or 2% year on year.
Operating earnings EBIT I rose to € 21.1 million (2011:
€ 17.9 million). Depreciation normalised at a level of
€ 7.2 million in 2012, after 2011 had been burdened by



VARIANCE ANALYSIS TAB: 4.10.8
2012

in%
Change in revenues +2.2
—volume/structure +2.4
— prices/price-related (0.2)
—exchange rates —
— consolidation —
Waste Management and Recycling +11
Logistics (10.3)
Animal hygiene products +4.5
Trading +17.2

€ 4.6 million as a result of unscheduled depreciation on
ship investments in the Logistics business unit. Higher
contributions to earnings in K+S TRANSPORT GMBH, CFK
(Trading) and Animal Hygiene Products could more than
make up for the decrease in earnings in the Waste Man-
agement and Recycling business.

/ STATEMENTS REGARDING THE FUTURE DEVELOPMENT OF
REVENUES AND EARNINGS OF COMPLEMENTARY ACTIVI-
TIES can be found on page 141.

The following Risk Report describes the risk policy,
opportunity and risk management, internal control
and risk management system with regard to the Group
accounting process and the corporate risks of the x+s

GROUP. The main risks of K+S AKTIENGESELLSCHAFT
do not result from its own operating activities, but
rather may arise from those of its affiliated companies.
A loss event there could have direct or indirect effects
on the assets, financial and earnings position of Kx+s
AKTIENGESELLSCHAFT.

RISK POLICY

The business policy of the k+s GROUP is geared towards
securing the existence of the Company, sustainably gen-
erating risk-adequate returns as well as systematically
and continuously increasing enterprise value. To achieve
this objective, our global business activities require a
permanent, responsible acknowledgement and con-
sideration of opportunities and risks. Effective risk and
opportunity management is an integral part of corpo-
rate management.

OPPORTUNITY MANAGEMENT

Opportunity and risk management are closely inter-
linked within the k+s GrRoUP. Opportunities are internal
and external developments, which may have a positive
impact on the Group. We essentially derive our opportu-
nity management from the strategies and goals of our
corporate departments and ensure a balanced relation-
ship between opportunities and risks. Direct responsi-
bility for the early and regular identification, analysis
and utilisation of opportunities rests with the manage-
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ment of the corporate departments. Opportunity man-
agement is an integral part of the groupwide planning
and control systems. We occupy ourselves intensively
with market and competition analyses, relevant cost ele-
ments and other key success factors, including those in
the political environment in which the Company oper-
ates. This serves as the basis for identifying concrete
specific opportunity potentials and for defining corre-
sponding targets. Selected opportunity potentials for the
K+s GROUP are discussed in the ‘Opportunities’ section
of the Forecast Report.

RISK MANAGEMENT

We define risks as the possible occurrence of internal
and external events, which may adversely affect the
achievement of our short- and medium-term as well as
strategic goals. The goal of the x+s GROUP’s risk man-
agement is to identify and assess risks and to limit
potential business losses by means of appropriate meas-
ures as early as possible. This is intended to prevent the
Company’s continued existence from being jeopardised
and, through corporate decision-making on this basis, to
create long-term value. For this purpose, we use plan-
ning, management and control systems that are stand-
ardised across the Group.

ORGANISATION AND TOOLS OF THE RISK MAN-
AGEMENT SYSTEM

The Board of Executive Directors has defined groupwide
rules for systematic and effective risk management



RISK MANAGEMENT SYSTEM OF THE K+S GROUP FIG: 4.11.1
Board of Executive Directors
Guideline on risk management organisation
T l Target agreement
Risk management unit
Risk profile of the Group
T Target agreement
Risk profiles of the corporate departments
Persons responsible for risk management of the corporate departments
Potash and Magnesium Salt business unit Complementary Activities Holding
Products business unit
Risk manager responsible for the corporate departments
Identification Assessment and quantification
Control Aggregation and reporting
EXAMPLE FOR GROSS-/NET RISK ASSESSMENT TAB: 4.11.1
Likelihood of
Risk Effect materialisation
Gross loss potential € 50 million 10%
Effect from countermeasures (€ 20) million
Net loss potential € 30 million x10%
Expected value € 3 million

of the k+s GroUP. The groupwide risk management

system draws on existing organisational and report-

ing structures and consists of the following elements:

+ The guideline on risk management organisation in
the K+S GROUP,

+ therisk management department,

+ the persons responsible for risk management in the
corporate departments,

+ standardised risk profiles specific to business areas,
a comprehensive presentation of the quantified risks
in goal-setting talks held between the Board of Exec-
utive Directors and the managers responsible for the
corporate departments,

+ regular, uniform risk reporting as well as

+ Immediate reporting in urgent cases.

The guideline on risk management organisation in the
K+s GROUP includes principles for dealing with risks. It
governs the tasks and authorisations of those involved
in the risk management process. The requirements for
risk reporting, which include the reportable thresholds
for risks, are defined as mandatory. The risk manage-
ment department coordinates the risk management
process and is supported by persons responsible for
risk management in the corporate departments. The
groupwide established risk management system is
unchanged from the previous year.

The proper functioning of the risk management system
of the k+s GrROUP is regularly reviewed by our internal
audit department. The functionality and effectiveness of



the early risk detection system of K+s AKTIENGESELLS-
CHAFT is a subject of the annual financial statements
audit. /FIG: 4.1

The risk management process comprises the elements
risk identification, risk assessment and quantification,
risk control as well as risk aggregation and reporting:

RISK IDENTIFICATION

The regular identification of risks is decentralised and is
carried out in the corporate departments through the use
of various tools. The methods used for risk determination
range from analyses of markets and competition through
the analysis of information from customers, suppliers
and institutions to observing risk indicators from the
economic and political environment.

RISK ASSESSMENT AND QUANTIFICATION

Identified risks are assessed according to a uniform
methodology. For each risk, we quantify its likelihood
of materialisation as well as, in addition to the gross
loss potential, the net loss potential. The latter includes
effects from countermeasures. If the gross loss poten-
tial can be reliably reduced by effective and appropriate
measures, the focus of consideration will be on the net
loss potential recognised in profit or loss. This approach
makes it possible to understand which influence indi-
vidual risk-reducing measures have. Additionally, a so-
called expected value of the effect on earnings is deter-
mined by multiplying the net loss potential by the like-
lihood of materialisation. With regard to time, risks are

assessed both for the current year and for a time horizon
of three and ten years. Expected risks with a likelihood
of materialisation of over 50 % are taken into considera-
tion in the annual forecast and medium-term planning
with a corresponding deduction from earnings.

/TAB: 4.11.1

RISK CONTROL

One building block of risk management is the devel-
opment of suitable countermeasures for risk avoid-
ance or risk reduction taking account of alternative
risk scenarios with the aim of lowering the loss poten-
tial and the likelihood of materialisation. Risks can
also be transferred to a third party (e.g. by taking out
insurance). The decision regarding the implementa-
tion of corresponding measures also takes into con-
sideration the costs related to the effectiveness of pos-
sible measures.

RISK AGGREGATION AND REPORTING

Our risk management system is intended to ensure a
transparent presentation of the risk situation. The net
loss potential from the corporate departments is there-
fore grouped at the Group level. The risk reporting is
based on a threshold concept. This involves the corpo-
rate departments reporting risks independently of their
likelihood of materialisation if defined thresholds for the
gross or net loss potential are reached. At Group level,
we observe risks starting from a likelihood of materiali-
sation of at least 5% and a net loss potential of simulta-
neously at least € 10 million.

COMBINED MANAGEMENT REPORT

Every quarter, the Board of Executive Directors receives
an overview of the current risk situation via a stand-
ardised reporting system. Significant risks that arise in
the short term are, if urgent, immediately communi-
cated directly to the Board of Executive Directors. The
Supervisory Board is briefed by the Board of Executive
Directors in just as regular and timely a manner and, if
urgent, immediately.

RISK MANAGEMENT IN RELATION TO FINANCIAL
INSTRUMENTS (IFRS 7)

One objective of the k+s GROUP is to limit financial risks
(e.g. price change risk, interest rate risk, risk of default
and liquidity risk) through systematic management. To
this end, a centralised financial management has been
established in K+s AKTIENGESELLSCHAFT. Furthermore,
the K+s GROUP manages its capital structure and, if nec-
essary, makes adjustments, taking into consideration
the expected economic framework conditions, in order
to secure the financing of the operating business and
the investing activities of the Company over the long
term at any point.

/ A MORE DETAILED EXPLANATION OF THE MANAGEMENT
OF THE CAPITAL STRUCTURE can be found in the ‘Financial Posi-
tion’ section on page 99.

Our international business activities can give rise to
currency-related market price risks, which we counter-
act under our currency management system by hedg-
ing transactions. Internal rules regulate the permitted
hedging strategies as well as hedging instruments,
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responsibilities, processes and control mechanisms.
Other market price risks may result from changes in
interest rates. To the extent that derivative financial
instruments are used in a targeted way for this, com-
parable rules apply. Financial transactions are only
concluded with appropriate banks. Through regular
monitoring, the suitability of partners and compli-
ance with position limits are constantly reviewed. To
further limit the risk of default, a balanced distribu-
tion of derivative financial instruments across various
banking institutions is prescribed. The selected instru-
ments are used exclusively to secure the underlying
transactions, but not for trading or speculation. Hedg-
ing transactions are entered into, firstly, in the case of
already existing underlying transactions; in this way,
we want to largely avoid exchange rate risks arising
from recognised underlying transactions (normally
receivables). Secondly, we enter into hedging trans-
actions for future transactions, which can be antici-
pated with a high level of probability on the basis of
empirically reliable findings (forecast hedges). Forecast
hedges are intended to reduce the exchange rate risks
of future financial years.

/ A MORE DETAILED EXPLANATION OF HEDGING TRANSAC-
TIONS can be found in the presentation of risks arising from
exchange rate fluctuations on page 128 and in the Notes to the con-
solidated financial statements on page 179.

DESCRIPTION OF THE INTERNAL CONTROL
AND RISK MANAGEMENT SYSTEM WITH
REGARD TO THE GROUP ACCOUNTING PRO-
CESS (SEC. 289 PARA. 5 AND SEC. 315
PARA. 2 NO. 5 OF THE GERMAN COMMER-
CIAL CODE — HGB)

The internal control system in the k+s GrRoUP encom-
passes the principles, procedures and measures designed
to ensure the effectiveness, economic efficiency and ade-
quacy of accounting procedures.

The guidelines for the accounting and reporting of the
K+S GROUP in accordance with 1FRrs stipulate the uni-
form accounting and valuation principles for the Ger-
man and foreign companies included in the consoli-
dated financial statements. In addition, there are rules
for the consolidated financial statements as well as
detailed and formalised requirements for the report-
ing of the companies included. New external rules for
the accounting are analysed on a timely basis for their
effects and are, if these are relevant to us, implemented
by internal regulations in the accounting processes. The
accounting and valuation rules for the financial state-
ments of K+S AKTIENGESELLSCHAFT and its domestic
subsidiaries are documented in guidelines and account-
ing instructions, in accordance with commercial law
and supplementary rules.

We have a groupwide 1T platform for all significant com-
panies, a uniform Group chart of accounts and automati-

cally standardised accounting processes. As a result of this
harmonisation, proper and timely reporting of key busi-
ness transactions is ensured. Binding regulations are in
place for additional manual recording of business transac-
tions. Valuations on the balance sheet, such as the review
of the impairment of goodwill or the calculation of min-
ing obligations, are carried out by internal Group experts.
In individual cases, such as the evaluation of pension obli-
gations, the evaluation is carried out by external experts.

To prepare the consolidated financial statements of the
K+S GROUP, the financial statements of those compa-
nies whose accounting is done on the 1T platform of
the k+s GrRoUP are imported directly into an 1T consoli-
dation system. In the case of the remaining companies
included, the data of the financial statements are trans-
ferred through an Internet-based interface. Through sys-
tem-technical controls, the validity of the transferred
data of the financial statements is reviewed. In addi-
tion, the financial statements submitted by the compa-
nies included are reviewed centrally with due consid-
eration being given to the reports prepared by the audi-
tors. Information relevant to the consolidation process
is automatically derived and obtained in a formalised
manner by the system, thus ensuring that intragroup
transactions are properly and completely eliminated. All
consolidation processes for the preparation of the con-
solidated financial statements are carried out and docu-
mented in the 1T consolidation system. The components
of the consolidated financial statements, including key
information for the Notes, are developed from this.



Process-integrated and process-independent monitoring
measures are building blocks of the internal control sys-
tem. Automatic IT process controls are a key element of
the process-integrated measures. Alongside manual pro-
cess controls such as, for example, the “four-eye princi-
ple” there is an organisational separation of administra-
tive, executive, settlement and approval functions. Fur-
ther monitoring tasks are carried out by central depart-
ments. The internal audit department is integrated into
the internal control system with process-independent
audit activities.

The annual financial statements of companies subject
to mandatory audit and the consolidated financial state-
ments are audited by independent auditors. This is the
key process-independent monitoring measure with
regard to the Group accounting process. The annual
financial statements of those German companies not
subject to mandatory audits are audited by the internal
audit department.

OVERVIEW OF CORPORATE RISKS

Significant risks for the k+s GrRouUP are described in the
following sections, but no conclusions should be drawn
from their order regarding their likelihood of materi-
alisation or the potential extent of losses. In doing so,
the possible materialisation and the effect of risks fol-
lowing countermeasures under the current framework
conditions are appraised; this is based on a Group per-

spective and relates to the period of medium-term plan-
ning (3 years).

The assessment of the likelihood of a risk materialising
is based on the criteria

+ unlikely (likelihood of materialisation: < 5%)

+ possible (likelihood of materialisation: 5 — 50 %)

+ likely (likelihood of materialisation: > 50 %)

OVERVIEW OF CORPORATE RISKS
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The assessment of the possible financial impact is based
on the qualitative criteria

+ moderate

+ significant

+ jeopardising the continued existence of the Company

A change in the framework conditions in comparison
to the assumptions made in our medium-term plan-
ning may result in a reassessment of our estimates in
the course of time, which is then communicated corre-
spondingly in our interim reporting. /TAB: 4.11.2

TAB: 4.11.2

Likelihood of
materialisation

Possible
financial effects

External and sector-specific risks

Effects of macroeconomic trends possible significant
Fluctuations in supply and demand possible significant
Seasonal fluctuations in demand possible moderate
Fluctuations in demand due to changed inventory management by customers possible moderate
Changes in the legal environment

Risks arising from the change or refusal of official

approvals for the disposal of saline wastewater possible significant
Risks arising from the change or refusal of official

approvals for the disposal of solid production residues possible significant
Risks arising from collateral security possible moderate
Risks arising from the change in workplace limits possible moderate
Risks due to the reduction in anti-dumping protection possible moderate

continued on page 118




OVERVIEW OF CORPORATE RISKS (CONTINUED)

TAB: 4.11.2

Likelihood of
materialisation

Possible
financial effects

Operational and strategic risks

Risks arising from acquisitions and investments unlikely significant
Risks arising from the Legacy Investment Project possible significant
Risks arising from a loss of suppliers and supply bottlenecks unlikely moderate
Risks arising from energy costs and energy supply possible moderate
Risks arising from freight costs and availability of transport capacity possible moderate
Production-related risks possible moderate
Risks arising from damage due to rock bursts unlikely significant
Risks arising from carbon dioxide pockets in deposits possible moderate
Risks arising from water ingress unlikely significant
Personnel risks unlikely moderate
Compliance risks unlikely significant
IT security risks unlikely moderate
Financial risks

Risks due to exchange rate fluctuations possible moderate
Risks arising from a change in the general interest rate level unlikely moderate
Risks arising from the default of payment by customers unlikely moderate
Risk of default in financial transactions unlikely moderate
Liquidity risks unlikely significant
Risks arising from a change in the company rating unlikely moderate

CHANGES AGAINST COMPARISON PERIOD

The table ‘Overview of corporate risks’ on page 117 gives
an overview of significant risks for the x+s GROUP,
their likelihood of materialisation and possible finan-
cial effects on the assets, financial and earnings position
of the K+s GROUP.

Due to the sale of the NITROGEN business, all risks
which were exclusively connected with the Nitrogen
Fertilizers business unit ceased to exist in 2012. These
include the risks described in the Financial Report 2011
on page 128 arising from changes in strategic partner-
ships as well as risks from the price increase of ammo-
nia and phosphate.

The tax-law risks described in the Financial Report 2011
on page 126 in the area of energy taxes and associated
risks of an additional energy tax burden no longer exist,
since the legislative procedure for a follow-on regulation
for energy and power tax relief has been completed.

The effects of political and social changes described in
the Financial Report 2011 on page 124 were reassessed.
At present, we see no risks of far-reaching changes in
political, social and economic framework conditions in
our production countries and sales markets.

For the remaining corporate risks, there are no devia-
tions in the likelihood of materialisation of existing risks
and/or in the possible financial effects in comparison to
the previous year.

EXTERNAL AND SECTOR-SPECIFIC RISKS

EFFECTS OF MACROECONOMIC TRENDS

CAUSE OF RISK

The demand for potash and magnesium products is
influenced by economic growth and the associated
improving living standards in the regions relevant to
us. Rising prosperity, mainly in emerging market coun-
tries, leads to changed eating habits, which are partic-
ularly reflected in an increased consumption of meat.
As the production of meat requires many times more
cereals, soy beans and other products used as animal
feed, this results in a greater need for agricultural raw



materials, which in turn creates a higher demand for
fertilizers.

In spite of uncertainties regarding the development of
the sovereign debt crisis and the condition of the finan-
cial sector, the international prices for agricultural prod-
ucts should due to a persistent shortfall remain at a
level that is lucrative for the agricultural sector. Against
this backdrop, the incentives for farmers to increase the
yield per hectare through the optimal use of fertilizers
should increase. However, the risk exists that the sover-
eign debt crisis in the eurozone will deepen and that the
crisis of confidence in the financial system will persist.
If this should, despite the persistent shortfall of agri-
cultural products, lead to agricultural prices falling to
a level that triggers uncertainty among farmers about
their future income situation, it could negatively impact
their demand behaviour in relation to fertilizers.

MEASURES

We would respond to such a situation, where appro-
priate, with a needs-based steering of production.
Moreover, the expansion of our sales areas reduces our
dependence on regional developments. Past experience
has shown that the whole sector is taking measures to
restore market equilibrium.

IMPACT

This possible scenario could, depending on its duration
and intensity, have a significant impact on the assets,
financial and earnings position of the K+s GROUP. By

contrast, the impact of the general economic situation
on the demand for de-icing, food grade and industrial
salts is of minor importance, since the business is largely
independent of economic conditions.

FLUCTUATIONS IN SUPPLY AND DEMAND

CAUSE OF RISK

Primarily products of our Potash and Magnesium Prod-
ucts business unit may, due to external influences, be
subject to considerable fluctuations in demand. These
include, regardless of our actions, for example, natu-
ral disasters or regional swings in the economic cycle,
decreasing global prices of important agricultural prod-
ucts, a concentration on the demand side as well as
deliberate buying restraint on the part of our custom-
ers. On the supply side too, changes may arise. Due to
high levels of utilisation and the estimate of growth in
demand, existing producers have begun to expand pro-
duction capacities on the global potash market. Should
the market not be ready to absorb all of these additional
volumes, this could increase competitive pressure. Both
fluctuations in demand and significant changes in
capacities may therefore affect the formation of prices.

MEASURES

We would react to volatile market conditions with
needs-based production steering. It is to be assumed
that the whole sector, which has so far consistently har-
monised supply and demand, will take medium- to long-
term measures to restore market equilibrium. As the
construction of new potash capacities is very capital-
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intensive, there would be an incentive for the producers
to obtain a premium on the high cost of capital.

IMPACT

These possible events may, depending on their duration
and intensity, have a significant impact on the assets,
financial and earnings position of the k+s GROUP. As the
demand for agricultural products and thus for fertiliz-
ers depends on megatrends such as the growing world
population, a rising standard of living in the emerging
market countries and the development of the bioen-
ergy sector, and as fertilizers, which increase yields and
enhance quality, thus play a key role in agricultural pro-
duction, we, however, see potential for a positive devel-
opment in the long-term.

SEASONAL FLUCTUATIONS IN DEMAND

CAUSE OF RISK

A significant sales volume risk for the Potash and Mag-
nesium Products and Salt business units results in par-
ticular from the seasonality of demand, especially due
to the dependence on weather conditions. Prolonged
cold and wet weather conditions during the spring sea-
son, which is particularly important for Europe, can, for
example, result in shifts or even declines in sales vol-
umes of fertilizers. Likewise, mild winters in the main
sales regions of de-icing salt (Europe, North America)
may considerably reduce the sales volumes for this
product group.



MEASURES

We are responding to this susceptibility to fluctuations
with regional diversification, needs-based production
steering and flexible working hour models. We are not
yet using special derivatives to hedge this risk so far
because of what we still consider to be unattractive mar-
ket terms for these instruments.

IMPACT

Such possible adverse effects due to the influence of the
weather may have a moderate impact on the expected
earnings and make it more difficult to compare the
quarterly financial statements.

FLUCTUATIONS IN DEMAND DUE TO CHANGED
INVENTORY MANAGEMENT BY CUSTOMERS
CAUSE OF RISK

The building-up and de-stocking of inventories of fer-
tilizers by our customers, due to their expectations
regarding future demand and market price develop-
ments, the weather or their liquidity management,
may result in fluctuations in demand. In the case of too
low stocking-up, during the main fertilizer season this
might bring with it such high volume requirements
that the inventories in our depots might not be suffi-
cient or demand might not be able to be fully covered
due to logistical bottlenecks. An under-utilisation of
production capacity during the early stocking-up sea-
son and against this backdrop rising unit costs would
be the consequence. Also, a too great building-up of
stocks by customers can have a negative impact on the

continuous utilisation of production capacity. The same
applies to the salt sector: The inventories at towns, local
government authorities and road maintenance depots
may influence the demand for de-icing salt during the
winter season. While stocks that are too high may lead
to an under-utilisation of production capacity, a too low
readiness to stock-up, also in view of the public budg-
ets, results in the need for producers to create addi-
tional storage space. In the event of persistent wintry
weather conditions, there would also be a major chal-
lenge for the entire supply chain and even supply bot-
tlenecks.

MEASURES

With regard to the stockpiling of potash and magne-
sium products, we employ a staggered price system to
create financial incentives to promote the readiness of
the trade sectors to stock-up. Furthermore, we continu-
ously monitor the stock situation on the customer side.

IMPACT

We consider effects resulting from our customers’ stock-
piling to be possible; however, we assess the impact in
relation to the expected results as moderate.

CHANGES IN THE LEGAL ENVIRONMENT

For all activities requiring approval, the risk always
exists that third parties will appeal against granted

approvals. Furthermore, extensions of existing approv-
als or new approvals may be temporary, may be changed
or withheld permanently. The importance of “legislative
approval frameworks” will further increase in future.

RISKS ARISING FROM THE CHANGE OR REFUSAL
OF OFFICIAL APPROVALS FOR THE DISPOSAL OF
SALINE WASTEWATER

CAUSE OF RISK

Public and political debate about the existing or in
future even higher requirements for environmental
friendliness of the production processes for the produc-
tion of potash and magnesium products may impact on
the issuing and retaining of operating licences, planning
decisions approving public works as well as on water
permits. In the Potash and Magnesium Products busi-
ness unit, among others, liquid residues (saline waste-
water) arise both from current production and through
rainfall on the tailing piles. On the basis of existing per-
mits, some of the saline wastewater is discharged into
rivers and some is injected into underground layers of
rock (plate dolomite).

Werra potash plant: For the Hattorf, Unterbreizbach and
Wintershall sites located on the Werra, whose share of
the total potash production capacity of the k+s GRoUuP
amounts to about 45%, a new injection permit was
granted and is limited to 30 November 2015s. Discharge
of saline wastewater into the Werra is approved until
the end of December 2020. There can be no assurance



that the permits will be extended unchanged or newly
granted. The possibility cannot therefore be ruled out
that further investments in these sites might become
necessary, that production costs might continue to rise,
and that under certain circumstances even the closure
of these production sites due to a sustainable ineffi-
ciency might be required.

Neuhof-Ellers potash plant: In 2007, the Neuhof-Ellers
potash plant stopped the injection of saline wastewa-
ter into the plate dolomite layer after the injection area
was fully utilised.

MEASURES

Werra potash plant: In October 2008, we presented a
comprehensive package of measures which will, with
investments of € 360 million to be implemented by
the end of 2015, considerably further reduce the injec-
tion and discharge of saline wastewater. In addition, an
agreement was concluded with the states of Hesse and
Thuringia, in which the parties to the agreement jointly
committed themselves to sustainable economic action,
to secure jobs and to treat nature with the utmost
respect for the next 30 years. The reduction of solid and
liquid production residues from potash production will
continue to be among the focal points of our research
and development activities. As permanent local dis-
posal is being called into question by some parties, a
long-term approval of the present local concept can-

not be regarded as certain. This is why x+s, parallel to
the implementation of the local measures, has decided
to also prepare applications for the approval of remote
means of disposal, i.e. pipelines to the Upper Weser and
to the North Sea. This is being done regardless of the
fact that the test criteria for pipelines are not currently
being fulfilled in the view of the Company: There must
be a shared political will at the state and federal level,
the construction and operation of the pipeline and the
discharge of saline solutions must be capable of being
approved over the long term, the measure must be eco-
logically meaningful and the construction and opera-
tion of the pipeline must be economically viable and
proportionate before a decision on the construction of
a pipeline can be made. Such a decision is therefore not
related to the preparation of the applications.

Neuhof-Ellers potash plant: In order to continue to
ensure the proper disposal of the tailing pile water aris-
ing there, in accordance with the valid approvals, saline
wastewater is transported by rail and truck to the near-
est site, the Werra plant, since the cessation of injection.
In this connection, the construction and operation of a
saltwater pipeline from Neuhof to Philippsthal applied
for in mid-2010 was approved by way of a planning deci-
sion of the regional council of Kassel in summer 2012.
The commissioning of the saline wastewater pipeline is
planned for summer 2013. An appeal has been launched
against the planning decision.
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IMPACT

Werra potash plant: If, against expectations, circum-
stances arise that give cause to fear an adverse effect
on drinking or usable groundwater resources, or appeals
against existing permits were to be successful, this could
lead to existing permits being restricted or withdrawn.
The resultant consequences may lead to significant
additional costs and/or considerable production cuts at
the affected sites of the Werra potash plant. We consider
it possible that expiring permits will not be extended or
granted only to a limited extent; in the worst case, this
could result in the cessation of production and possibly
in the closure of the sites concerned, with considerable
negative staffing consequences. This would result in a
long-term significant adverse effect on the assets, finan-
cial and earnings position of the k+s GROUP.

Neuhof-Ellers potash plant: It is possible that the
appeals will be upheld, with the consequence that the
completed saline wastewater pipeline cannot be used.
In this case, the more cost-intensive transport of saline
wastewater by rail and truck would have to be contin-
ued and the capital expenditures in the saline waste-
water pipeline written off. This would result in a moder-
ate negative effect on the assets, financial and earnings
position of the k+s GROUP.



RISKS ARISING FROM THE CHANGE OR REFUSAL
OF OFFICIAL APPROVALS FOR THE DISPOSAL OF
SOLID PRODUCTION RESIDUES

CAUSE OF RISK

At the exploitation sites of the Potash and Magnesium
business unit, solid residue is heaped up within the
framework of existing approvals. If approvals for the
heaping-up of residues are revoked or necessary pro-
jects for the expansion of tailing piles are not approved,
or only approved subject to unreasonably high require-
ments, there is no possibility for this residue to be dis-
posed of.

MEASURES

We are transporting a part of the residues to appropriate
mine caverns as prewetted backfill or as hydraulic back-
filling. However, this is only possible to a limited extent,
since a far lower density is achieved than that of crude
salt in the deposit.

IMPACT
We assess possible effects on the assets, financial and
earnings position of the K+s GROUP as significant.

RISKS ARISING FROM COLLATERAL SECURITY
CAUSE OF RISK

The requirement for insolvency-proof collateral secu-
rities for possible “infinity costs” of maintaining tail-
ing piles and for the Company’s own landfill sites can-
not be ruled out for the future. Currently, the necessary

expenditure for the systematic maintenance of tailing
piles is being provided for in the balance sheet via pro-
visions.

MEASURES

Upon materialisation, we would aim to completely or
partially replace possible monetary collateral security
with other types of security (e.g. Group guarantee).

IMPACT

If, in addition to the creation of provisions, collateral
securities would have to be deposited, funds would be
tied up, and this could limit the financial leeway of the
Company. For the medium term, we assess possible
effects on the assets, financial and earnings position of
the k+s GROUP as moderate.

RISKS ARISING FROM THE CHANGE IN WORK-
PLACE LIMITS

CAUSE OF RISK

The implementation of considerations of the Eu Com-
mission on setting indicative workplace limits for nitro-
gen monoxide (N0), nitrogen dioxide (N0O,) and carbon
monoxide (co) could pose risks to our mining activities
in Germany, if these do not sufficiently account for the
underground production situation.

MEASURES
The effort of the affected companies and their pressure
groups is to achieve realistic limits meaningful over the

long term, through intensive cooperation with the Eu
Commission and national governments.

IMPACT

If limits were lowered significantly, substantial capital
expenditure to comply with the limits could become
necessary. Should the workplace limits become so strin-
gent that production at the sites concerned in compli-
ance with these limits were no longer possible at justifi-
able expense or overall technically, this would even com-
pel us to close these sites. In the medium term, adverse
effects are possible, but we currently consider them to
be moderate.

RISKS DUE TO REDUCTION IN ANTI-DUMPING
PROTECTION

CAUSE OF RISK

In the fertilizer business, the Kk +s GROUP also competes
with producers from Russia and Belarus, which, directly
or indirectly, enjoy the benefits of state financial sup-
port. These competitors can therefore offer their prod-
ucts on better terms than those manufacturers that do
not receive comparable state support.

MEASURES

In April 2011, the EUROPEAN POTASH PRODUCERS ASSO-
CIATION (APEP), of which x+s is also a member, sub-
mitted a timely application to the European Com-
mission for the extension of the existing trade policy



measures regarding the import of potassium chloride
(including minimum prices and volume limits). The out-
come of the subsequent extensive consultations was
that the structurally competition-distorting practices
were superimposed by the market conditions at that
time in such a way that the chances of an extension of
the trade policy measures had to be regarded as being
small. The APEP has therefore withdrawn its applica-
tion for the time being, but remains in dialogue with
the European Commission. The APEP, however, reserves
the right to once again submit an application for the
reintroduction of trade policy measures for protection
against competition-distorting practices if the market
situation changes.

IMPACT

In the medium term, an increase in Russian and Belaru-
sian delivery quantities above the level of previous deliv-
eries into the EU is possible. Under the current market
conditions, we assess the effects as moderate.

OPERATIONAL AND STRATEGIC RISKS

Corporate strategy risks may result chiefly from a mis-
judgement of future market developments and, derived
from this, lead to a misalignment of corporate goals and
of the associated M&a activities, equity interests, as well
as investments and divestitures. Our vision and mission

provide the framework for our business activities and
for the strategic orientation of the x+s GrouP. To that
end, the Board of Executive Directors, together with the
heads of the corporate departments, regularly discusses
the strategic orientation. No fundamental changes in
strategy are to be expected.

RISKS ARISING FROM ACQUISITIONS

AND INVESTMENTS

CAUSE OF RISK

When it appears advantageous from a strategic and eco-
nomic perspective, we acquire or dispose of companies
or parts of companies. Across the Group, the demand
exists in relation to returns for every acquisition and
expansion investment to earn a reasonable premium
on our cost of capital. Further information can be found
in the ‘Enterprise Management and Supervision’ section
on page 71 under financial performance indicators. Risks
may arise from the integration of employees, processes,
technologies and products and from changes in legal
obligations and political restrictions.

MEASURES

Careful company valuations carried out in advance
and incorporating the findings of the due diligence and
further analyses, e.g. of geological, technical, legal and
financial framework conditions, are of central impor-
tance. Moreover, in the auditing, decision-making and
implementation phases, external specialists support
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our economic feasibility calculations, which also include
risk assessments with different scenarios. Once made,
acquisitions are intensively accompanied by integra-
tion teams.

IMPACT

Unexpectedly high integration costs may jeopardise the
achievement of planned goals and synergies. Moreover,
acquisitions may negatively impact the level of indebt-
edness and the financing structure. Amortisation of
goodwill that has arisen in connection with acquisitions
may result in negative effects due to unforeseen busi-
ness developments. Here, we regard significant adverse
effects as unlikely.

RISKS ARISING FROM THE LEGACY INVESTMENT
PROJECT

CAUSE OF RISK

In March 2011, the K+s GROUP took over complete
control of the Canadian company POTASH ONE and
merged it into k+s POTASH CANADA. The company
holds several potash exploration licences in the Cana-
dian province of Saskatchewan, including a greenfield
project, already advanced at the acquisition of PoTASH
oNE, for the construction of a brine plant (Legacy Pro-
ject). The first two expansion phases of the project shall
result in a production capacity of 2.86 million tonnes
of potassium chloride. Current planning assumes a vol-
ume of capital expenditure of about cap 3.25 billion.



A construction phase of several years, which involves
many different risks, will lie between the acquisition
decision and the start of production. All assumptions
and estimates made at the start of the project are sub-
ject to potential business, economic, political and social
uncertainties over time. Factors which could have a
serious effect in the construction phase would lead,
among others, to increases in costs and delays in pro-
ject implementation.

MEASURES

Ahead of the acquisition of POTASH ONE, K+5s conducted
an intensive due diligence. Then, in 2011, the existing
feasibility study was revised. In the course of this, the
geological, technical, legal and financial framework
conditions were examined carefully. At present, and
with support from external specialists, comprehensive
basic —and in part also detailed — engineering is being
carried out. In doing so, the execution of the project
is being optimised continuously and remaining risks
examined. Project transparency and control are guar-
anteed and supported by a comprehensive monitoring
system.

IMPACT

Should, in the course of basic or detailed engineering,
significant deviations from the current assumptions
arise, which are mainly based on the revised feasibil-
ity study, this could result in a need for impairment of
the acquired assets and of the investments made in the

start-up phase and/or significantly increase the capital
requirement. A higher capital requirement would ini-
tially lead to higher outgoing payments and bring about
higher depreciation and amortisation in the future. A
deterioration in economic efficiency would be the con-
sequence if the increase in the capital requirement is
not compensated for by savings in the operating costs
or by an improved operating business. Furthermore, in
the construction phase, a delay or legally required influ-
ences may lead to the expected production volume only
being available at a later point in time. Depending on
the length of the delay and/or the amount of the addi-
tionally needed capital, this could have a significant
impact on the assets, financial and earnings position
and cannot be ruled out on the basis of the project size,
and is therefore possible.

/ FURTHER INFORMATION ABOUT THE LEGACY PROJECT can
be found in the Forecast Report under ‘Opportunities’ on page 143.

RISKS ARISING FROM A LOSS OF SUPPLIERS AND
SUPPLY BOTTLENECKS

CAUSE OF RISK

The number of suppliers for raw materials, consumables
and supplies such as explosives, low-sulphur diesel fuel
as well as the necessary technical equipment, including
spare parts, is limited. Supply bottlenecks, non-delivery
or delivery boycotts, on which we only have very little
or no influence at all, could result in the limited avail-
ability of raw materials, consumables and supplies, as
well as of technical equipment and spare parts specific

to mining, and thus to a considerable increase in costs
or to adverse effects in production.

MEASURES

We reduce such procurement risks with market analy-
ses, the careful selection and appraisal of suppliers, long-
term delivery agreements, clearly defined quality stand-
ards, as well as up-to-date purchasing methods.

IMPACT
A remaining procurement risk could have moder-
ate effects on the assets, financial and earnings posi-
tion. However, we regard the occurrence of damage as
unlikely.

RISKS ARISING FROM ENERGY COSTS AND
ENERGY SUPPLY

CAUSE OF RISK

The energy costs of the k+s GROUP (2012: € 314.1 mil-
lion) are determined in particular by the consumption
of natural gas. This applies in varying degrees to all cor-
porate departments. Energy prices are frequently sub-
ject to sharp fluctuations. Significant energy price rises
in comparison to the current price level cannot be ruled
out in the future.

MEASURES

To limit this risk, the need for natural gas for our pot-
ash and salt production in Europe is constantly being
reduced through the use of steam from substitute fuel



heating plants. Until now, the energy supply clauses
in our contracts concluded for the German sites were
predominantly tied to the oil price. A change in the oil
price was normally reflected in our cost accounting with
a delay of six to nine months. These agreements were
restructured in the second quarter of 2012 in such a way
as to more greatly diversify the price basis for obtain-
ing natural gas in the future and significantly reduce
dependency on the oil price.

IMPACT

There is no assurance that we will be able to completely
hedge ourselves against price fluctuations for energy
sources or to pass energy cost increases on to our cus-
tomers. Furthermore, we depend on the reliability of
the energy supplies, so that, if the supply of gas is inter-
rupted briefly, there are risks for the security of supply.
We regard risks arising from energy costs and energy
supply, which could have a moderate impact on the
assets, financial and earnings position, as possible.

RISKS ARISING FROM FREIGHT COSTS AND
AVAILABILITY OF TRANSPORT CAPACITY

CAUSE OF RISK

Our total costs are also influenced by freight costs to
a considerable degree (2012: € 660.7 million). While the
products of our Potash and Magnesium Products busi-
ness unit are extracted from our mines in Germany, last

year, we achieved about 40 % of the corresponding rev-
enues in Europe outside Germany and about 50 % over-
seas. In the Salt business unit, on the other hand, we
have production sites in Europe and North and South
America. Part of our products have to be transported
to the customer in high volumes, in some cases over
long distances. A reduced availability of freight capac-
ity could result in higher costs. Furthermore, consider-
able additional costs arise in the event of increases in
mineral oil prices. There can be no assurance that higher
transport costs can always be passed on to customers.
Moreover, the high level of transport intensity of our
business operations makes us considerably dependent
on the respective infrastructure facilities such as ports,
roads, railway lines and loading stations. A failure or a
bottleneck could restrict the production or sales oppor-
tunities.

MEASURES

By means of the long-term securing of freight capacity
with a high fixed-price component as well as the use of
low-cost container transport, we counteract such devel-
opments.

IMPACT

We consider corresponding adverse effects from ris-
ing freight costs or the limited availability of transport
capacity to be possible, but we regard the effect in rela-
tion to the expected results as moderate.
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PRODUCTION-RELATED RISKS

CAUSE OF RISK

The production facilities of the x+s GROUP are character-
ised by a high level of performance. As a result of opera-
tional and accident risks to which facilities, production
plants, storage and loading facilities are exposed, busi-
ness interruptions may occur and personal injury, dam-
age to property and impacts on the environment may
arise.

MEASURES

By employing wide-ranging monitoring, probing and
control systems, we intend to identify these risks early
on. These risks are reduced thanks to quality assurance
measures, preventive maintenance and constant facil-
ity inspections. This is also assisted by the constant fur-
ther development of our facilities and products. We have
taken out corresponding insurance against fire damage
and the resultant production stoppages, as well as for
other interruptions of operations.

IMPACT

Given our preventive measures, we consider the remain-
ing possible production-related risks individually to be
moderate.



RISKS ARISING FROM DAMAGE DUE TO

ROCK BURSTS

CAUSE OF RISK

At active and inactive mining sites, there is the specific
risk of a suddenly occurring subsidence of the earth’s
surface over a large area that is, in certain circum-
stances, powerful (rock burst).

MEASURES

Our professional dimensioning of the safety pillars
in the mine works based on comprehensive research
contributes to securing the earth’s surface, to a sta-
bility that is secure in the long term, and therefore to
the prevention of such rock bursts at active sites. After
the closure of a site, preservation measures are carried
out, for which corresponding provisions have been cre-
ated. A constant monitoring of the mine works sup-
plies, if necessary, timely indications of whether addi-
tional measures for the protection of the mine works
and the prevention of damage resulting from mining
are necessary.

IMPACT

If a rock burst occurs, it could result, in addition to the
partial or complete loss of the mine and damage to
equipment, also in considerable damage to the prop-
erty of third parties and in personal injury or death. Such
negative factors would have a significant impact on the
assets, financial and earnings position of the K+s GROUP,
but they are nevertheless unlikely.

RISKS ARISING FROM CARBON DIOXIDE
POCKETS IN DEPOSITS

CAUSE OF RISK

Carbon dioxide pockets in certain mines constitute a
latent potential danger.

MEASURES

To keep any impact on people, machinery and deposits
as low as possible, extraction operations underground
are always conducted in compliance with the special
safety guidelines applicable to potential co, leaks.

IMPACT

If carbon dioxide from these pockets were to escape in
an uncontrolled manner, the K+s GrROUP could be held
liable for damage or injuries associated with this, suffer
damage to its own equipment and be exposed to cuts in
or losses of production. We regard the possible financial
damage potential as moderate.

RISKS ARISING FROM WATER INGRESS

CAUSE OF RISK

Hydrogeological risks generally exist in underground
mines.

MEASURES

To secure mines, extensive exploration occurs by means
of seismology, drilling and ground-penetrating radar.
The preservation of protective layers and the adequate
dimensioning of the safety pillars ensure the best pos-

sible safety in a mine. Constant scheduled maintenance
activities on the shafts ensure that the risk of ground-
water flowing over a shaft extension can virtually be
ruled out. Because the top of a shaft is in a high position,
surface water is not expected to gain access to the mine
complex even if flooding occurs.

IMPACT

The hydrogeological risks could, if uncontrollable, cause
significant damage. However, on the basis of our exten-
sive precautionary measures, we consider the materiali-
sation of that risk to be unlikely.

PERSONNEL RISKS

CAUSE OF RISK

The competence and commitment of our employees
are important factors in our successful development.
Competition for qualified managers and specialists is
intensive in all regions in which we operate. This cur-
rently also applies to the expansion of our business
activities in Canada for the development of new pro-
duction capacities. The loss of important employees in
strategic positions could constitute a risk. Our future
success partly depends on the extent to which we suc-
ceed in the long term in engaging and integrating engi-
neers and other specialist personnel and permanently
binding them to the Company, and in adequately fill-
ing management positions. In future, moreover, we will
be facing demographic challenges, especially in Europe
and North America. This increases the risk that suitable



applicants for vacancies will not be found or that it will
take time to find them.

MEASURES

In 2012, we carried out a detailed survey of the respec-
tive age structures of our workforces at our German sites.
With this, we are analysing how the need for personnel
will change as a result of demographic change; this should
counteract the risk of a loss of know-how due to retire-
ments for reasons of age and unintended fluctuation.

Moreover, we are counteracting these risks with a num-
ber of personnel policy measures. These include the
securing of a new generation of employees early on,
forward-looking development of specialists and manag-
ers, and the promotion of intercultural competence. Fur-
ther offers include performance-related remuneration
systems and participation in the success of the Com-
pany, comprehensive social benefits, attractive working
hour regulations and models, as well as offers relating
to the harmonisation of career and family. Our man-
agers have the opportunity to participate in a remu-
neration programme oriented towards the long-term
development of the Company. It is our objective to be
perceived as an attractive employer in all regions rele-
vant to us. With this strategy and increased cooperation
with selected universities, we offer qualified employees
promising career prospects with extensive advanced
education and international development opportuni-
ties. Key positions are regularly analysed with respect

to forward-looking succession planning and suitable
candidates are prepared for such tasks. Furthermore,
the x+s GROUP aims to maintain a good and construc-
tive relationship with its employees and their unions, in
which they, particularly in Germany and North America,
are largely organised.

IMPACT

Overall, we consider even moderate effects on the assets,
financial and earnings position from the personnel risks
described as unlikely.

COMPLIANCE RISKS

CAUSE OF RISK

The risk exists that governing bodies or employees of the
K+S GROUP companies may violate laws, internal regu-
lations or regulatory standards recognised by the Com-
pany, with the consequence that the Company suffers
asset and /or image losses.

MEASURES

We have established a groupwide compliance organi-
sation and a compliance programme, which counters
breaches of compliance, including by training with
respect to significant risk fields (e.g. anti-trust law and
competition law, corruption and money laundering).
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IMPACT

We consider compliance breaches with significant
effects on the assets, financial and earnings position
to be unlikely.

/ A DETAILED PRESENTATION OF OUR COMPLIANCE SYSTEM
can be found in the ‘Corporate Governance’ section on page 37.

IT SECURITY RISKS

CAUSE OF RISK

To a high degree, our IT systems support almost all Com-
pany functions. The risk of information security lies in
the loss of the availability, integrity, confidentiality and
authenticity of data due to external attacks (e.g. hackers,
viruses) and internal risks (e.g. technical failure, sabo-
tage) and could lead to serious interruptions of business.

MEASURES

Our management of IT security risks is based on the pIn
150 31000 standard “Risk Management — Principles and
Guidelines”. With the establishment of an 1T security
management system based on the DIN 1s0 27001 stand-
ard, a key prerequisite for dealing with 1T risks was cre-
ated. In order to protect our business processes against
such risks, we inform ourselves of the latest develop-
ments and adopt technical and organisational meas-
ures, to eliminate the occurrence of risks as much as
possible. The redundant design of the 1T systems and
their infrastructure are of particular importance in this.
Our computer centre is thus operated as a two-loca-
tion system, and the components of the infrastructure



(power supply, data cables etc.) are also duplicated. We
meet the increased security requirements faced by the
IT organisation through the functions of 1T compliance,
the 1T security officers and the data protection officers.
Our operational concepts and organisational guidelines
are process-oriented. The processes are based on the 1T1L
standard, e.g. in the areas of monitoring, data backup,
access control, fault management and business conti-
nuity management. Independent experts permanently
review the effectiveness of our measures on IT security.

IMPACT

A short-term failure of the 1T systems of a few hours is
conceivable. However, we regard a longer-term failure
of up to three days to be unlikely due to the described
preventive measures; we regard the effects as mod-
erate.

FINANCIAL RISKS

Due to the global nature of its business operations, the
K+S GROUP is exposed to different financial risks. If
derivative financial instruments are used to hedge the
respective risks, these are explained in more detail in the
description of risk management in relation to financial
instruments on page 115.

RISKS DUE TO EXCHANGE RATE FLUCTUATIONS
CAUSE OF RISK

A currency risk results from transactions which are
not concluded in the currency of our Group reporting
(the euro). With this risk, we draw a further distinction
between transaction and translation risks.

In 2012, the relation between revenues invoiced in Euro
and us-Dollar was fairly balanced. In addition to this,
revenues of a secondary magnitude were also gener-
ated in other national currencies (e.g. Canadian dol-
lar, Chilean peso and pound sterling). Our earnings
are therefore exposed to exchange rate fluctuations.
This can lead to the value of the service performed
not matching the value of the consideration received
in transactions, because income and expenditure arise
at different times in different currencies (transaction
risks). Exchange rate fluctuations, especially in relation
to the us dollar, so far affect the Potash and Magnesium
Products business unit, in particular in relation to the
level of proceeds and receivables. As a result of capital
expenditure of our subsidiary K+S POTASH CANADA in
the Legacy Project, the us dollar net position is tempo-
rarily reduced. At the same time, however, this gives
rise to significant exchange rate risks from the Cana-
dian dollar.

Furthermore, currency effects arise in relation to sub-
sidiaries whose functional currency is not the euro
(translation risks), since the earnings of these compa-

nies determined in a foreign currency are translated
into euros at average rates and recognised in profit or
loss. However, the net assets of these companies are
translated into euros at spot rates. This can result in
currency-related fluctuations in the equity of the x+s
GROUP. Currently, these translation effects mainly
appear in the Salt business unit. As the capital expend-
iture at K+S POTASH CANADA progresses, this will also
more strongly affect the Potash and Magnesium Prod-
ucts business unit.

MEASURES

In order to counter exchange rate risks arising from
transactions, we use derivative financial instruments.
Within the framework of transaction hedging, key net
positions per currency are hedged through derivatives,
normally options and futures. These ensure an absolute
worst-case exchange rate. The net positions are deter-
mined on the basis of revenue and cost planning and
expected capital expenditure using safety margins and
updated on an ongoing basis in order to avoid excess
hedging or hedging shortfalls.

/ MORE INFORMATION AND EXPLANATIONS ABOUT

THE FOREIGN CURRENCY HEDGING SYSTEM can be found in the
‘Financial Position’ section on page 99, as well as within the frame-
work of risk management in relation to financial instruments in the
Risk Report on page 115 and the note (18) ‘Derivative Financial In-
struments’ in the Notes to the consolidated financial statements on
page 192.



IMPACT

Exchange rate fluctuations may have an adverse effect
on the assets, financial and earnings position of the
K+S GROUP. We evaluate the possible risk arising from
exchange rate fluctuations as moderate.

RISKS ARISING FROM A CHANGE IN THE
GENERAL INTEREST RATE LEVEL

CAUSE OF RISK

An interest rate change risk results from fluctuations in
the general interest rate level. On the one hand, changes
in market interest rates have an effect on future interest
payments for liabilities with variable interest, as well as
on interest income for investments with variable inter-
est; on the other hand, the market values of financial
instruments are affected.

MEASURES

As of 31 December 2012, fixed-rate agreements exist for
our financial liabilities. Liabilities with variable interest
do not exist at present. The investments predominantly
have a short- to medium-term fixed interest rate, since
they are reserved for upcoming investments and a bond
maturing in 2014. Interest rates are analysed regularly to
manage this risk.

IMPACT

The risk of significant interest rate increases appears
possible, but no negative effects are to be expected due
to the current financing structure. We regard further

interest rate cuts as unlikely, and any effects should be
assessed as moderate.

/ INFORMATION REGARDING THE CHANGE IN GROUP
EARNINGS depending on the change in interest rates can be found
in the Notes to the consolidated financial statements on page 206.

RISKS ARISING FROM THE DEFAULT OF PAYMENT
BY CUSTOMERS

CAUSE OF RISK

We maintain extensive business relationships with
many customers. If one or more major customers is/are
not in a position to fulfil their contractual payment obli-
gations towards us, this could result in corresponding
losses for us.

MEASURES

The majority of risks arising from defaults of payment
are covered across the Group by credit insurance. The
waiving of insurance cover for receivables is only possi-
ble after the customer relationship has been reviewed
critically and specific approval has been obtained, which,
depending on the magnitude, has to be issued by the
management of the corporate department or the com-
petent member of the Board of Executive Directors. The
MORTON Group uses its own instruments to limit such
risks effectively. Across the Group, 86 % of all insurable
receivables are secured against a default.
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4.11 RISK REPORT

IMPACT

A potential default on receivables could have a moder-
ate adverse effect on the financial position of the x+s
GROUP. However, due to the measures adopted for secur-
ing receivables, we consider this to be unlikely.

/ FURTHER INFORMATION ABOUT IMPAIRMENTS AND
OVERDUE RECEIVABLES can be found in the Notes under note (17)
‘Receivables and other assets’ on page 191.

RISK OF DEFAULT IN FINANCIAL TRANSACTIONS
CAUSE OF RISK

Default risks also exist with regard to partners with
which we have concluded hedging transactions, with
respect to which credit lines exist or money was
invested.

MEASURES

This risk has increased recently due to the financial cri-
sis. It is limited by the fact that financial transactions
are only concluded with partners having suitable credit
ratings according to our internal monitoring process.
In addition to the rating, at banks, the rates for credit
default swaps, for example, are decisive.

IMPACT

A potential failure of a bank or another partner could
have a moderate adverse effect on the financial position
of the k+s GRoUP. However, due to the described selec-
tion of partners for financial transactions as well as the
diversification, we consider this to be unlikely.
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MATURITY PROFILE OF FINANCIAL LIABILITIES

FIG: 4.11.2
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Bond; due September 2014; Coupon: 5%

LIQUIDITY RISKS

CAUSE OF RISK

Aliquidity risk exists in a way, that the funds needed to
meet payment obligations cannot be obtained timely
or at all. For this reason, the main goal of our liquidity
management consists in ensuring the ability to pay at
any time. The liquidity requirement is basically deter-
mined by our liquidity planning and is covered by cash
and committed credit lines.

Within the framework of the existing credit lines, the
K+s GROUP has entered into obligations (financial cov-
enants) to maintain certain financial figures. If these
obligations were violated, a premature termination of
this financing by lenders would be possible.

MEASURES

Liquidity is managed via a largely groupwide cash
pool system by the central treasury department. As of
31 December 2012, the available liquidity reserve

Revolving credit facility; auc July 2015

Bond; duc. ~e2022; Coupon: 3%

amounted to € 2,086 million, and consisted of short-
term investments with maturities of up to one year
and cash of € 787 million, investments with maturities
greater than one year of € 499 million and the syndi-
cated credit line of € 8oo million running until 2015. Our
goal of a permanent liquidity reserve of at least € soo
million was thus significantly exceeded. With invest-
ments, we pursue the goal of optimising the income
earned from liquid funds at low risk. To this end, the
suitability of partners is monitored. There is no particu-
lar dependency on any individual lenders.

IMPACT

A violation of the currently valid financial covenants
appears unlikely due to the significantly positive finan-
cial figures. Neither the bond issued in June 2012 (matu-
rity until 2022) nor the one issued in September 2009
(maturity until 2014), with a volume of € 500 million and
€ 750 million respectively, are subject to the obligation
to maintain certain financial figures. With regard to the

maturity profile of our liabilities, we regard a significant
liquidity or financing risk for the k+s GrRouUP as unlikely.
/FIG: 4.11.2

/ MORE ABOUT THE MATURITY PROFILE OF OUR FINANCIAL
LIABILITIES can be found in the Notes on the consolidated financial
statements under note (25) ‘Financial liabilities’ on page 202.

RISKS ARISING FROM A CHANGE IN THE
COMPANY RATING

CAUSE OF RISK

Ratings are used to assess the creditworthiness of com-
panies and are normally issued by external rating agen-
cies. Particularly for credit institutions and institutional

DEVELOPMENT OF CREDIT RATINGS TAB: 4.11.3
Date Rating Outlook
Standard & Poor’s
8 September 2011 BBB+ stable
17 January 2011 BBB positive
29 October 2010 BBB stable
30 November 2009 BBB stable
27 August 2009 BBB negative
18 June 2009 BBB+ negative
23 April 2009 BBB+ stable
Moody’s
29 November 2010 Baa2 stable
31 March 2010 Baa2 stable
4 September 2009 Baa2 negative
23 April 2009 Baa2 stable




investors, the rating provides indications of the ability
of companies to pay. At present, the k+s GROUP is rated
“investment grade” by the rating agencies STANDARD
& POOR’s and MOODY'S INVESTOR SERVICE. The out-
look given by both rating agencies in light of our strong
financial figures is classified as “stable” (STANDARD &
POOR’S issuer rating: BBB+ stable outlook, MOODY's
issuer rating: Baaz stable outlook).

MEASURES
We limit this risk by means of a forward-looking financ-
ing strategy.

/ FURTHER INFORMATION ABOUT STRATEGIC FINANCING
MEASURES can be found on page 68, and the goals of the financial
management on page 99.

IMPACT

Rating downgrades, in particular the loss of the rating
into the “investment grade” category, could have a nega-
tive impact on the possibilities and terms of financing.
Downgrades can, for example, require that creditors be
furnished with collateral or affect the readiness of busi-
ness partners to do business with the x+s Group. In
the case of existing credit lines, higher interest mar-
gins would have to be paid under certain circumstances.
At the same time, new credit lines could become more
expensive. We regard the risk of a downgrade of the
credit rating into the “non-investment grade” segment
as unlikely. We classify the effect as moderate.

/TAB: 4.11.3

ASSESSMENT OF THE OVERALL RISK
SITUATION BY THE BOARD OF EXECUTIVE
DIRECTORS

Overall risk is assessed on the basis of the risk manage-
ment system in combination with the planning, man-
agement and control systems in place. The overall risk
situation of the k+s GROUP is unchanged from last year.
The development of the corporate risks can be found in
the presentation on page 117. The main potential risks
to the future development of the k+s GrRouUP particu-
larly include risks arising from fluctuations in supply
and demand, risks stemming from a change, refusal or
withdrawal of approvals granted by public agencies for
the disposal of saline wastewater and solid production
residues, and risks arising from the Legacy Project.

With regard to the respective likelihood of materialisation
and the potential financial effects of the risks discussed,
and on the basis of the findings of our medium-term plan-
ning, the Board of Executive Directors expects no seri-
ous risks to the future development at the present time
which could, whether individually or in conjunction with
other risks, have a lasting and adverse influence on the
assets, financial and earnings position of the k+s Group
that could jeopardise its existence. This assessment is con-
firmed by the assessment of the rating agencies. Future
opportunities have not been considered in assessing the
overall risk. In terms of organisation, we have fulfilled all
the conditions for being able to recognise possible oppor-
tunities and risks early on and to act correspondingly.

COMBINED MANAGEMENT REPORT

After cANPOTEX announced on 31 December 2012, that
it had concluded an extensive supply agreement with
China for the first half of 2013 at a price for potassium
chloride standard, including freight, which had been
reduced by us$ 70 /tonne to us$ 400/tonne, other pot-
ash producers and distribution organisations agreed
deliveries on the same terms in the weeks that fol-
lowed. On 6 February 2013, Bpc announced that it had
concluded a supply agreement with the Indian import
organisation 1pL that will run until January 2014 at a
price of Us$ 427/tonne including freight for potassium
chloride standard, which represents a reduction of uss
63 /tonne on the previous price. Following the conclu-
sion of this agreement too, further agreements were
concluded on the same terms between Indian import
organisations and potash producers or distribution
organisations. After the buying restraint of 2012, the
demand from China and India should have an impor-
tant signalling effect for markets relevant for x+s too.

No further significant changes have occurred in
the economic environment or in the position of the
industry since the end of the financial year. No other
events of material importance for the k+s GrRoUP or
K+S AKTIENGESELLSCHAFT requiring disclosure have
occurred.



The year 2012 was a successful one for the Kk+s GROUP:
Our potash and magnesium products business con-
tributed a pleasing result, the second best in our his-
tory after 2008, which had been exceptional in many
respects. What helped in this regard when compared
with the previous year were higher average prices
and the fact that a different regional portfolio meant
we were less affected by the buying restraint in India
and China than most of our competitors: At 6.95 mil-
lion tonnes of goods, our sales volume remained stable
in relation to 2011 while other producers had to suffer
heavy volume reductions. The disappointing result for
the Salt business unit was negatively impacted by the
consequences of the exceptionally mild winter at the
beginning of 2012 which we were unable to make up for
over the year as a whole. At € 3.9 billion, the total reve-
nues generated by the k+s GROUP in 2012 were approxi-
mately on the same level as in the previous year. Follow-
ing € 906.2 million in the previous year, operating earn-
ings of € 808.5 million were very close to the last forecast
that we published. Adjusted earnings per share, which
serve as the basis for the dividend payment, reached €
3.34 after having been € 3.04 in the previous year; € 0.51
of this was attributable to the discontinued operations
of the NITROGEN business.

1 As of 27 February 2013.

Against the background of the supply agreements con-
cluded with China and India and prices for agricultural
raw materials remaining attractive in terms of the
income prospects for the agricultural sector, we assume
a tangible recovery of the global potash sales volume to
about 59 million tonnes (2012e: 54 million tonnes, includ-
ing potassium sulphate and potash varieties with lower
K,0 content of around 3 million tonnes). In our Potash
and Magnesium business unit, we anticipate a sales vol-
ume of about 7 million tonnes (2012: 6.95 million tonnes).
After international prices for potassium chloride came
under pressure during the fourth quarter of 2012 due to
the absence of the conclusion of agreements with Chi-
nese and Indian customers at that time, the average
price level for the product portfolio of the Potash and
Magnesium Products business unit in 2013 should be
below that of 2012. It should also be taken into consid-
eration that the average price of 1.33 usp/EUR underly-
ing this forecast, in 2013 overall compares, particularly
in months with high overseas volumes, to the stronger
Us dollar in 2012.

In the Salt business unit, the start of the de-icing salt
business in Europe was stronger than normal due
to weather conditions. In North America, the win-
ter weather that set in at the beginning of February
resulted in higher sales volumes, especially when com-
pared with the exceptionally weak first quarter of 2012.
This as well as the long-term average underlying antici-
pated de-icing salt sales volumes for the rest of the year
lead us to assume a significantly higher volume of busi-

ness in 2013 compared with the below average business
of the previous year.

The described start to 2013 and the assumptions under-
lying the Forecast Report on page 140 lead us to assume
that both the revenues and the operating earnings of
the k+s GrouUP will rise slightly for the year as a whole.

FUTURE GROUP DIRECTION

NO CHANGES IN BUSINESS POLICY INTENDED

We do not intend to introduce any fundamental change
in our business policy over the coming years. We want to
expand our market positions in our Potash and Magne-
sium Products as well as Salt business units, especially
by increasing sales of speciality products, enhance our
efficiency through the exploitation of further synergies,
press ahead with the expansion of new potash capaci-
ties with the Legacy Project and grow both organically
and externally.

COUNTRY PORTFOLIO CONTINUES TO BE
BALANCED INTERNATIONALLY

Last year saw no significant shifts with respect to mar-
ket shares in the regions of importance for the Potash
and Magnesium business unit. In the Salt business unit



too, the regional distribution of revenues was largely
stable, so that the revenue split between Europe and
overseas for the k+s GRoUP continued to be almost bal-
anced. This should also remain so in 2013: An increase in
global potash demand is expected in 2013 following the
buying restraint of 2012, especially as a result of signifi-
cant growth in demand in China and India as well as the
normalisation in demand in North America. However,
contractual volumes with these countries, which only
account for a relatively small share of our total sales
volumes in the Potash and Magnesium business unit,
should be on about the same level as in 2011 and 2012.
In view of the anticipated normalisation of the de-icing
salt business following the mild winter on both sides of
the Atlantic last year, de-icing salt sales volumes in 2013
in both Europe and North America should rise accord-
ingly once again. Against this backdrop, we expect that
at the Group level, revenues will again be split almost
equally between Europe and overseas in 2013.

During the coming years, the growing global population
as well as the tendency for the emerging market coun-
tries to consume more meat and the associated increase
in the need for feed should further boost demand for
large parts of our fertilizer product range particularly
on the overseas markets. In the medium to long term,
the growth rates in South America and South East Asia
should thereby increase disproportionately. We assume
that we will in future sell a good third of our fertilizer
products in these regions. In the medium term, potash

capacities built up within the framework of the Legacy
Project in Canada will improve access to these growth
regions.

Salt consumption in Europe is largely stable on a rel-
atively high level. In comparison to the more rapidly
growing overseas markets, Europe displays — with the
exception of the weather-related effects on de-icing salt
— relatively low levels of susceptibility to fluctuations,
thanks to established structures and differentiated prod-
uct requirements. With our Chilean salt producer spi,
we are also exploiting the potential offered by overseas
markets that are more dynamic as a result of a grow-
ing and increasingly more prosperous population. The
change in the lifestyle habits of South Americans is lead-
ing to a tangible increase in demand for food grade salt,
industrial salt and salt for chemical use. With MORTON
SALT, we have access to the de-icing salt regions of North
America, which are characterised by a tendency to be
less susceptible to fluctuations, and to the food grade
salt and industrial salt segments in North America.

In order to be able to respond even more flexibly to
weather-related regional fluctuations in demand for de-
icing salt in the Salt business unit, the use of the net-
work of production plants in Europe, North America and
South America will be further intensified.

/ FURTHER INFORMATION ABOUT THE FUTURE DEVELOP-
MENT OF SALES MARKETS can be found in the description of the
future industry situation on page 137.
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USE OF NEW PROCESSES PERMITS GREATER
PROCESS EFFICIENCY IN FUTURE

We are continuing to work on process improvements
to further increase raw material exploitation from our
deposits and in our factories, raise energy efficiency at our
plants and to further reduce solid and liquid production
residues. In the Potash and Magnesium Products busi-
ness unit in particular, very promising processes enhanc-
ing economic efficiency and raw material exploitation are
being developed for both underground and aboveground
applications. ESco, spL and MORTON SALT are working
together to identify best practice processes and transfer
suitable processes within the Salt business unit.

In 2012, further capital expenditure was made for the
Legacy Project in Saskatchewan, Canada. We are con-
structing a new production site there for potash prod-
ucts on the basis of solution mining technology; the
first volumes should be available at the end of 2015. The
solution mining technology permits a faster commence-
ment of production than do conventional mining tech-
niques, a more flexible ramp-up curve of production and
the mining of lower-lying deposit horizons. Moreover,
the ratio of crude salt to solid and liquid production res-
idues is more favourable.

RESEARCH AND DEVELOPMENT IS BEING
FURTHER EXPANDED

In the future too, we want to pursue our research and
development goals defined in close consultation with



marketing and production. These can be found on page
81 of this report. The total of research expenses and capi-
talised development-related capital expenditure should,
after the conclusion of works on the first cavern of the
Legacy Project, again decrease in 2013. Research and
development costs should decline once again in 2014
and then be somewhat above the level of 2011.

The number of people employed in research should
increase in 2013 in order to particularly meet the com-
ing challenges in the area of the environmental and pro-
cess analysis as well as to further drive research in the
fleld of solution mining. For 2014, we then expect a sta-
ble number of employees working in research in com-
parison to 2013.

Selected research activities in 2013 and 2014 are enumer-
ated below. Some of the projects described were already
begun in previous years. Detailed information can be
found under Research and Development’ on page 81 of
this report.

POTASH AND MAGNESIUM PRODUCTS BUSINESS UNIT
+ In the Potash and Magnesium Products business
unit, we are pressing ahead with the improvement
of extraction and production processes to increase
efficiency and reduce solid and liquid production res-
idues. Within this framework, the further develop-
ment of processing technologies and improvements

in preliminary deposit exploration in particular form
important focal points. Furthermore, process control
is to be still further improved through the increased
use of online analytics.

+ Projects at the INSTITUTE OF APPLIED PLANT NUTRI-
TION (IAPN): In future, the 14PN, recognised by the
University of Gottingen, will particularly conduct
research into optimising fertilisation with the nutri-
ents potassium, magnesium, sulphur and sodium to
increase the efficient use of water in the soil/plant
system. A further important area of work for the 1apN
will be the importance of magnesium as an impor-
tant nutrient in plant cultivation; an “International
Symposium on Magnesium in Crop Production, Food
Quality and Human Health” has already been held
as one of the opening events. In addition, a project
group is investigating the effect of magnesium ferti-
lisation on plant stress resistance in cooperation with
Sabanci University in Istanbul.

SALT BUSINESS UNIT

+ Research into processes to improve the quality of
rock salt for industrial applications is being promoted.

+ The main focuses of MORTON SALT continue to be
research into innovative de-icing agents, the reduc-
tion of sodium in food, the further development of
water-softening salts as well as salt products for
daily use.

FUTURE PRODUCTS AND SERVICES

+ Inthe Potash and Magnesium Products business unit,
we are not assuming that there will be a material
change in the product portfolio. However, we will
also further intensify application consulting in 2013
through research activities and lectures at the INsTI-
TUTE FOR APPLIED PLANT NUTRITION in Gottingen
by means of an effective transfer of knowledge from
research to practical agriculture.

+ In 2013, the activities of Esco will be focused on
product optimisation in Europe for the brands BAL-
ANCE® SALZ, CEREBOS® SEL EQUILIBRE and VATEL®
SAL EQUILIBRIO; the aim is to be even better able to
serve the rising demand for low-sodium mineral salts
in the food industry and among consumers.

+ At spL, the supplementation of the product portfolio
of the B10sAL® brand as well as the sale and treat-
ment of brine for the fishing industry is being fur-
ther promoted.

+ In 2013, MORTON SALT will focus on expanding the
offer of food grade salt specialities.

Apart from this, we assume no substantial changes in
our range of products and services.

FUTURE NUMBER OF EMPLOYEES, FUTURE
PERSONNEL EXPENSES

K+s increasingly has to compete for qualified employ-
ees. We want to continue to bring younger people in



particular into the Company in order to respond to the
demographic change. However, we would also like to
win older and experienced employees for our Company.

K+S regards vocational training as an important invest-
ment into the future and continues to strive for a
training ratio of about 6 % for the German companies.
Advanced education will also continue to be given spe-
cial emphasis. Also in the years to come, we want to
recruit many of our future specialist and managerial
personnel from our own ranks.

As for the end of 2013, we are expecting the number of
employees to be slightly higher than as of the previ-
ous year (31 December 2012: 14,362). The average num-
ber of employees should also increase slightly this year
to reach about 14,500 (2012: 14,336). The reasons for the
increase are in particular an increase in the number of
personnel for the implementation of the Legacy Project,
for increased activities in the area of environmental pro-
tection and for maintaining the volumes of crude salt
mined in the Potash and Magnesium Products business
unit. Personnel expenses should be on about the same
level as in 2012 (€ 981.9 million) as the additional costs
arising from pay settlements under collective bargain-
ing agreements as well as from a slightly higher number
of employees should be offset by lower performance-
related remuneration. In 2014, the number of employees
should again increase slightly and personnel expenses
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PERCENTAGE CHANGE IN GROSS DOMESTIC PRODUCT TAB: 4.14.1
2014e 2013e 2012 2011 2010

in %; real
Germany +2.0 +0.7 +0.7 +3.0 +3.7
European Union (EU-27) +15 +0.3 (0.2) +1.7 +1.9
World +3.7 +3.2 +3.0 +3.7 +5.1

Source: Deka Bank

should rise moderately due to this and as a result of
anticipated additional costs arising from pay settlement
increases under collective bargaining agreements and
higher performance-related remuneration.

FUTURE MACROECONOMIC SITUATION

The following discussion about the future macroeco-
nomic situation is essentially based on the assessments
of the KIEL INSTITUTE FOR THE WORLD EcONOMY (Kiel
Discussion Papers: Weltkonjunktur und deutsche Kon-
junktur im Winter 2012, December 2012) and of DEKA
BANK (Makro Research, Volkswirtschaft Prognosen of
January /February 2013).

According to these estimates, the global economy will
grow slightly in 2013; uncertainties over the further
development of the sovereign debt crisis in the euro-

zone, the further consolidation of national budgets as
well as the fiscal policy debate in the United States
against the backdrop of reaching the statutory debt ceil-
ing will continue to have negative effects. The emerg-
ing market countries should gain in momentum over
the course of the year. The forecasts of DEKA BANK for
the global economy assume, against this background,
growth in the gross domestic product of 3.2 % for 2013
and 3.7 % for 2014. /TAB: 4.14.1

The KIEL INSTITUTE FOR THE WORLD ECONOMY forecast
assumes that the sovereign debt crisis in the eurozone
will gradually ease. However, the crisis remains a central
forecast risk for the development of the global economy,
as there continues to be a high degree of uncertainty
about the political strategy for the further development
of the eurozone. It therefore cannot be expected that the
mood among companies and consumers will improve
fundamentally over the short term. There continues to



be a risk that further eurozone countries will find them-
selves in payment difficulties. In that case, there would
probably not only be a grave recession in the eurozone,
but the whole global economy could be affected. For
2013, DEKA BANK assumes that gross domestic product
in the eurozone will rise slightly by +0.3 % following the
overcoming of the 2012 recession in Europe, and in 2014
it is expected to increase by 1.5 %.

In the view of the KIEL INSTITUTE FOR THE WORLD
ECONOMY, the pace of economic expansion in the United
States in 2013 can be expected to be modest. The scaling
back of the indebtedness of private households can be
expected to continue and the structural problems on the
property market should be successively reduced. How-
ever, tax increases as well as cuts in spending, which
are intended to start the process of reducing the very
high budget deficit, will burden growth. Against this
backdrop, DEKA BANK is assuming a growth rate for
the gross domestic product of 2.0% for 2013 and 2.5%
for 2014.

The KIEL INSTITUTE FOR THE WORLD ECONOMY expects
economic activity in the emerging market countries to
recover as a result of a gradual increase in demand from
the developed economies. The expansionary economic
policy as well as stimulus programmes launched over
the past months should provide support in this regard. If
the economic framework conditions do not significantly

deteriorate due to a considerable slowing down of the
economy in the developed economies or global financial
market turmoil, the emerging market countries should
again be able to achieve an increase in gross domestic
product of 5.2 % in 2013 and 5.6 % in 2014.

According to the expectations of the KIEL INSTITUTE
FOR THE WORLD ECONOMY, the central banks will con-
tinue to pursue their expansionary monetary policy
course and central bank interest rates will continue to
remain low in 2013 and 2014. The USD/EUR exchange
rate underlying our corporate planning is on average
about 1.33 USD/EUR for 2013 and 2014; an exchange rate
of 1.33 CAD/EUR is also assumed for the years 2013 and
2014. As for the oil price, a level of Us$ 110 per barrel is
assumed for 2013 and of Us$ 100 per barrel for 2014.

IMPACT ON K+S

+ The economic upturn in the emerging market coun-
tries will continue to persist and improve the prosper-
ity level of the population of such countries. This will
increase worldwide per capita consumption of food,
including meat, as well as the pressure on the agri-
cultural sector to meet this challenge.

+ The futures traded at exchanges for agricultural prod-
ucts indicate that in financial year 2013 too, the prices
for agricultural products will remain at a level that
is attractive for the agricultural sector. In our Potash
and Magnesium business unit, we therefore assume a

sales volume of about 7 million tonnes (2012: 6.95 mil-
lion tonnes). In 2014, after completing partial projects
related to the package of measures on water protec-
tion, we should be in a position to slightly increase
sales volumes.

The us dollar investments incurred in connection
with the construction of the new potash plant in
Canada (Legacy Project) during the primary invest-
ment phase until 2016 are included in the UsSD net
position of the Potash and Magnesium Products busi-
ness unit; during the investment phase this leads to
a reduction of the total us dollar volume requiring
hedging. Options and futures are used to hedge the
net position. For 2013, the worst-case scenario of the
instruments chosen amounts to about 1.29 USD/EUR
including costs. However, they also provide the k+s
GroUP with the opportunity to participate in part in
a stronger us dollar.

For the construction of the Legacy Project, during the
primary investment phase until 2016, payments will
also be made in the Canadian dollar (cap). The Cana-
dian dollar investment is partly aided by a natural
cash flow hedge arising from surpluses in the salt
business in Canada. Futures or options are also used
to hedge the remaining caD net position, which pre-
scribe a worst-case scenario of 1.26 cAD/EUR includ-
ing costs for 2013, but also provide an opportunity
to participate in part in a Canadian dollar that may
become weaker again.



+ As a result of continued moderate growth rates in
the global economy in 2013 and 2014, there should be
no significant change in the level of sea freight rates
(bulk). Consequently, the price-related effects on the
freight costs of the x+s GroUP should remain small.

+ Inthe Potash and Magnesium Products business unit,
production costs are affected to a not inconsiderable
extent by energy costs, in particular for the supply
of natural gas. In the case of energy costs, oil price
fluctuations will have less of an impact on our cost
accounting, as the price base for the procurement
of energy will be more diversified in future and we
will be able to take advantage of opportunities aris-
ing on the energy markets. Thus, we expect a moder-
ate decline in energy costs for the k+s GROUP in 2013
to a level that should remain rather stable in 2014.

/ FURTHER INFORMATION ON THE NEWLY CONCLUDED
ENERGY AGREEMENTS can be found on page 144 of the
description of opportunities.

FUTURE INDUSTRY SITUATION

The competitive positions of the individual business
units described in the ‘Group Structure and Business
Operations’ section on page 58 should essentially remain
valid in 2013 and 2014.
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POTASH AND MAGNESIUM PRODUCTS

BUSINESS UNIT

A global population that — according to the FooD
AND AGRICULTURAL ORGANIZATION OF THE UNITED
NATIONS (FAO) —is growing by about 8o million people
every year as well as changes in eating habits that are
moving towards greater consumption of meat and, not
least, the growing importance of renewable raw materi-
als for the generation of bioenergy are all increasing the
global demand for agricultural raw materials. Especially
against the backdrop of an at best unchanged availa-
bility of agricultural land per capita, this poses a great

PRODUCTION SURPLUS/DEFICIT AND STOCKS-TO-USE-RATIO FOR CEREALS FIG: 4141
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challenge for the agricultural sector. In the last 30 years,
the amount of available agricultural land in the world
has remained roughly constant. However, as the global
population has increased from about 4.5 to over 7.0 bil-
lion people over the same period, this means a decrease
per capita of about 35 %.

The fact that cereal production was nonetheless able
to keep up with the increased demand over that period
is in part attributable to the higher and more balanced
use of mineral fertilizers. This will also remain a decisive
factor in the future in countering the decline in the land



available for cultivation, prompted by urbanisation, ero-
sion and flooding, by means of intensifying farming on
the land that remains. /FIG: 4.14.1

Despite great efforts made on the production side, over
the past few decades, more cereals have frequently
been consumed than produced. For the current busi-
ness year 2012/13, the Us DEPARTMENT OF AGRICULTURE
(Uspa) estimates that cereal production, which has been
adversely affected by the drought in the Midwest of
the United States and in Russia, will not suffice to meet
demand. At 17.8 %, the ratio of cereal stocks to consump-
tion (“stocks-to-use-ratio”) is therefore below the level of
20 %, or in other words: The global population could only
cover its cereal needs from stocks for about 65 days. Fur-
ther decreases in the stocks-to-use-ratios in the coming
years cannot be ruled out. Against this backdrop, prices
for agricultural products increased significantly in 2012.
The resultant income prospects for the agricultural sec-
tor should provide a sufficient incentive to raise yields
per hectare through the greater use of fertilizers.

For 2013, we expect a tangible increase in global potash
sales volumes to about 59 million tonnes (2012e: about
54 million tonnes), including about 3 million tonnes
of potassium sulphate and potash grades with lower
mineral content. The estimate is based primarily on a
price level for agricultural raw materials which remains
attractive for the income prospects of the agricultural
sector, and on the expectation of a significant increase

WORLD POTASH CAPACITY, PRODUCTION AND SALES VOLUMES FIG: 4.14.2
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in demand in China and India after the buying restraint
in 2012. In our Potash and Magnesium business unit,
for 2013, we assume a sales volume of about 7 million
tonnes (2012: 6.95 million tonnes), which would make
us the fifth largest single producer in the world with a
market share of about 10 %.

The economic viability of time-consuming and very cap-
ital-intensive new projects (greenfield mine) depends on
a reasonable potash price level. The potash demand of a
globalised world with constantly rising dietary expecta-
tions will, however, not be able to be served simply by
the currently installed capacities. /FIG: 4.14.2



SALT BUSINESS UNIT

Over the coming years too, the situation of the industry
and competition in Europe will be shaped by pressure
to consolidate in the salt industry. A low level of freight
costs could exacerbate the highly competitive market
situation for European producers due to rising imports
from non-EU countries. As Europe’s largest salt producer,
we are well prepared to meet the challenges arising in
this market environment. In the case of Europe, we
assume long-term average sales volume figures for de-
icing salt in 2013. After the below-average demand in
2012 as a result of the exceptionally mild weather con-
ditions at the start of the year, the de-icing salt sales vol-
ume should again increase accordingly. Demand in the
food grade and industrial salt segments should remain
largely stable in 2013, while the sales volume of salt for
chemical use in Europe should normalise.

With the Chilean salt producer spi, the largest salt pro-
ducer in South America, we have a very good starting
point for participating in the growth of the South and
Central America markets. The South American market
for food grade salt should constantly grow in line with
the regional population development, but following the
normalisation of the salt harvesting situation in Brazil,
more competition can be expected there. Demand on
the part of the chemical industry for salt for chemical
use and demand for industrial salt should remain sta-
ble. Asia too is displaying attractive growth rates for
salt consumption. After the first deliveries to the chem-

ical industry in China took place in 2011, this region can
be expected to increasingly gain in importance in the
future.

With MORTON sALT, the largest salt producer in North
America in terms of production capacity, in the de-icing
salt sector, we have access to markets in North America
with winter business that is normally less susceptible
to fluctuations. In the industrial salt and food grade salt
segments too, North America is among the most impor-
tant sales regions. With the brands UMBRELLA GIRL®
and WINDSOR CASTLE®, MORTON SALT has brands in
the United States and in Canada that are very well posi-
tioned in the consumer business, which enable us to
achieve stronger sales volumes of higher-margin spe-
ciality products. Compared to the mild weather in
North America in the first and fourth quarters of 2012
and assuming average long-term sales volume figures,
demand for de-icing salt in North America should once
again increase accordingly in 2013. The consumption of
food grade and industrial salts should continue to be
stable. The demand of the chemical industry for salt for
chemical use will probably rise slightly.

EXPECTED DEVELOPMENT OF REVENUES
AND EARNINGS

The following forecasts relate to the expected organic
revenue and earnings development of continued opera-
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tions. Increases resulting from possible acquisitions or
cooperations are not taken into consideration.

K+s comments on the future revenue and earnings
development in accordance with the forecast policy
described below:

+ In the Financial Report, an outlook for two years
is given. The outlook normally uses the qualitative
expressions “slight”, “moderate”, “tangible”, “signifi-
cant” and “strong”. The respective terms are based on
the internally expected change in percentage terms
in comparison to the corresponding figures for the
previous year.

+ In the Quarterly Financial Report for the first quar-
ter, the outlook for the current year is taken up and, if
necessary, adjusted. The outlook uses the same quali-
tative classification as the Financial Report.

+ In the Half-yearly Financial Report, the outlook is
quantified for the first time and ranges are speci-
fied for the expectations regarding revenues, EBITDA,
operating earnings EBIT I, Group earnings and earn-
ings per share.

+ Inthe Quarterly Financial Report for the third quarter,
the ranges are, if necessary, adjusted and narrowed
for the current year. Furthermore, the qualitative out-
look of the Financial Report for the following year is
taken up again and changed, if necessary.



K+S GROUP WITH ATTRACTIVE PROSPECTS

FOR 2013 AND 2014

REVENUES SHOULD INCREASE SLIGHTLY IN 2013

In the financial year 2013, the revenues of the x+s
GROUP should increase slightly in relation to the pre-
vious year. While we assume a price-related revenue
decrease in the Potash and Magnesium Products busi-
ness unit, we expect higher revenues in the Salt business
unit as a result of volume factors. The revenue forecast
assumes an average Us dollar exchange rate of 1.33 usp/
EUR (2012:1.29 USD/EUR).

COSTS WILL PROBABLY RISE SLIGHTLY

The following forecast of the development of costs
is structured by cost type: The total costs of the x+s
GRrROUP should rise slightly year on year. The personnel
expenses should be largely on the level of the year 2012,
as the additional costs arising from pay settlements
under collective bargaining agreements as well as from
a slightly higher number of employees should be offset
by lower performance-related remuneration. Material
costs should also rise moderately as a result of volume
factors, while we expect moderate savings on energy
costs as a result of newly negotiated agreements. On the
other hand, we expect moderately higher freight costs
as a result of volume factors. Depreciation and amorti-
sation should increase moderately.

OPERATING EARNINGS SHOULD RISE SLIGHTLY

As far as EBITDA and operating earnings EBIT I of the
K+S GROUP are concerned, from today’s perspective, we
see opportunities for the year 2013 to increase the fig-
ures slightly in comparison with 2012. In this context,
the decrease in earnings in the Potash and Magnesium
Products business unit should be more than made up
for by the improvement in earnings resulting from the
normalisation of the de-icing salt business in the Salt
business unit.

GROUP EARNINGS EXPECTED TO RISE SLIGHTLY
As regards adjusted Group earnings after taxes from
continued operations of the k+s GROUP as well, assum-
ing a largely stable financial result, a slight increase
would be possible. Our estimate is based not only on
the effects described for revenues and operating earn-
ings, but also on:

+ The expectation of consistently attractive agricul-
tural prices;

+ Asales volume for potash and magnesium products of
about 7 million tonnes (2012: 6.95 million tonnes) and,
compared with 2012, lower average prices in the Pot-
ash and Magnesium Products business unit. It should
be taken into consideration that the average exchange
rate of 1.33 UsD/EUR underlying this forecast, in 2013
overall compares, particularly in months with high
overseas volumes, with a stronger us dollar in 2012;

+ Average and —compared to the below-average sales vol-
ume of the previous year (2012: 17.56 million tonnes) —

significantly higher sales volume of crystallised salt of
a good 22 million tonnes (of which de-icing salt: 12 to
13 million tonnes, 2012: 8.33 million tonnes);

+ A stable financial result, as the absence of the non-
cash, unplanned interest expenses for provisions for
mining obligations resulting from the lowering of
the average weighted discount factor should be off-
set by higher interest expense related to the first-
time inclusion of the bond issued in June 2012 for the
year as a whole;

+ At 26 % to 27%, a slightly higher adjusted Group tax
ratio (2012: 25.8 %).

ATTRACTIVE PROSPECTS FOR 2014

In 2014, revenues of the x+s GROUP should increase
slightly once again in comparison to 2013. In both the
Potash and Magnesium Products and the Salt business
units, we assume an increase in revenues. As regards
operating earnings too, we see chances of a slight
increase in comparison to 2013. This should also have a
correspondingly positive effect on the adjusted Group
earnings after taxes.

POTASH AND MAGNESIUM PRODUCTS

BUSINESS UNIT

The prospects for the development of demand for fer-
tilizers containing potash and magnesium continue
to be attractive particularly in the markets relevant to
us, so that, from today’s perspective, we are anticipat-
ing a sales volume of approximately 7 million tonnes



for 2013 (2012: 6.95 million tonnes). After international
prices for potassium chloride came under pressure dur-
ing the fourth quarter of 2012 due to the absence of the
conclusion of agreements of North American and Rus-
sian producers with Chinese and Indian customers at
that time, the average price level for the product port-
folio of the Potash and Magnesium Products business
unit in 2013 should be below that of 2012. On this basis,
revenues of the Potash and Magnesium Products busi-
ness unit should decrease due to price factors year on
year. All in all, in the Potash and Magnesium Products
business unit, on a stable cost level, we expect operating
earnings that should be below the level achieved in 2012.

In 2014, from today’s perspective, we expect a slightly
increasing sales volume as well as a revenue increase,
which should also lead to an improvement in earnings.

SALT BUSINESS UNIT

As aresult of the normalisation of the de-icing salt busi-
ness, we expect higher revenues due to volume factors
in 2013 for the Salt business unit in comparison to the
previous year. This forecast assumes long-term aver-
ages for the early stocking-up business and the de-icing
salt business in the fourth quarter, as well as a largely
stable overall development in revenues in the food
grade and industrial salt segments as well as the salt
for chemical use segment. At a good 22 million tonnes,
our assessment is based on average and — compared
with the below-average sales volume of the previous

year (2012: 17.56 million tonnes) — significantly higher
sales of crystallised salt (of which de-icing salt: 12 to 13
million tonnes; 2012: 8.33 million tonnes). Against the
background of the higher proportion of fixed costs cus-
tomary in the mining industry, the significantly higher
capacity utilisation should lead to an improvement in
operating earnings.

After prices for de-icing salt came under pressure in
the tenders for the 2012 /13 winter season due to higher
stocks on the part of customers both in Europe and
North America, a normalisation of the de-icing business
and stocks on the part of customers should have a cor-
respondingly positive effect on tenders for the 2013 /14
winter season. For 2014, on the basis of a normal winter
business that follows the long-term average of historical
de-icing salt volumes, we are anticipating a price-related
increase in revenues and a further improvement of oper-
ating earnings compared to 2013.

COMPLEMENTARY ACTIVITIES
For 2013 and 2014, from today’s perspective, we assume
stable revenues and stable operating earnings.

ANTICIPATED FINANCIAL POSITION
EXPECTED FINANCING STRUCTURE

With net indebtedness of € 756.0 million (including pen-
sion provisions and provisions for mining obligations of
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€ 795.4 million in total) and a level of indebtedness of
only 21.7%, the K+s GROUP has a strong financial base.
In view of the upcoming capital expenditure for the
expansion of our potash capacities in Canada (Legacy
Project), the solid capital structure and a high operat-
ing cash flow provide a good starting point for the fur-
ther development of the K +s GRoUP. Our currently very
low level of net indebtedness should rise significantly
in comparison to the previous year. This assumption
takes into consideration the expected capital expendi-
ture budget, including the Legacy Project, and the total
dividend payment resulting from the dividend pro-
posal by the Board of Executive Directors. For 2014, we
expect, against the backdrop of persistently high capi-
tal expenditure on the Legacy Project, a further increase
in net indebtedness. Nonetheless, in 2013 and 2014, we
should report an equity ratio of at least 50 % and a level
of indebtedness of under 50 %.

DEVELOPMENT OF LIQUIDITY CHARACTERISED BY
CAPITAL EXPENDITURE IN THE LEGACY PROJECT
The earnings development forecast for 2013 and 2014
should also have a positive impact on the cash flow from
operating activities, while the free cash flow will, how-
ever, probably be negative due to the capital expenditure
on the Legacy Project.



PLANNED CAPITAL EXPENDITURE

K+S GROUP

In 2013, we anticipate a volume of capital expenditure of
just under € 1.1 billion for the k+s GrROUP; of this, approx-
imately cap 830 million (about € 625 million) can be
attributed to the Legacy Project. With the allocation of
the budgeted total expenditure to the investment years,
however, there may still be considerable shifts in this.
Measures relating to replacement and ensuring produc-
tion will account for just under 40 %. Depreciation and
amortisation is expected to total between € 240 million
and € 250 million in 2013. /TAB: 4.14.2

In 2014, the volume of capital expenditure of the x+s
GrROUP should be at about the level of 2013.

POTASH AND MAGNESIUM PRODUCTS

BUSINESS UNIT

At about € 905 million, the level of capital expenditure
in 2013 should significantly exceed the figure for 2012 (€
332.9 million). Of this, caAp 830 million (about € 625 mil-
lion) should be accounted for by the Legacy Project. With
the allocation of the expenditure to the investment peri-
ods, however, there may still be considerable shifts in
this. Over the coming months, further investments will
be made in Canada in infrastructure and drilling. For this
year, we expect a volume of capital expenditure of about
€ 140 million on the package of measures on water pro-
tection in the Hesse-Thuringia potash district. About

CAPITAL EXPENDITURE BY BUSINESS SEGMENT' TAB: 4.14.2
2013e 2012
in € million
Potash and Magnesium Products business unit 905 3329
Salt business unit 130 1113
Complementary Activities 5 6.3
Reconciliation 35 15.0
K+S Group ~1,075 465.5
' Capital expenditure of continued operations in property, plant and equipment, intangible assets, investment properties and financial assets
DEVELOPMENT OF DIVIDENDS TAB: 4.14.3
2012" 2011 2010 2009 2008
in€
Dividend per share 1.40 1.30 1.00 0.20 2.40

T The figure for 2012 corresponds to the dividend proposal

€ 30 million is planned to be invested in the completion
of the construction of the saline water pipeline from the
Neuhof site to the Werra plant. In total, investments in
replacement and ensuring production should account
for just under 30 % of the volume of capital expenditure.

SALT BUSINESS UNIT

At about € 130 million, the volume of capital expendi-
ture in 2013 should significantly exceed the figure for the
previous year (€ 111.3 million). The increase is primarily
due to measures taken to develop a deeper extraction

level at the rock salt site of Weeks Island, United States,
the optimisation of the mining process at the rock salt
site in Fairport, United States, as well as the expansion
of the brine field at Fr1s1A in Harlingen, Netherlands. In
addition, the modernisation of a MORTON SALT evapo-
rated salt plant in Hutchinson, United States, the further
expansion of the sifting capacity at spL, and the opti-
misation of warehouse logistics at the Borth salt site in
Germany will be among the most important projects.
About three quarters will be invested in measures relat-
ing to replacement and ensuring production.



COMPLEMENTARY ACTIVITIES

Capital expenditure in 2013 will be approximately € s
million and therefore somewhat below the level for the
year under review (€ 6.3 million) and will primarily con-
cern investments relating to replacement and ensuring
production. A good € 3 million of this will be accounted
for by Waste Management and Recycling and € 1 million
will be invested each in K+S TRANSPORT GMBH and in
the Animal Hygiene Products business.

EXPECTED DEVELOPMENT OF DIVIDENDS

DIVIDEND PROPOSAL FOR FINANCIAL YEAR 2012
AT € 1.40 PER SHARE

On 10 May 2012, the dividend of € 248.8 million for
2011 was paid out of the accumulated profit of x+s
AKTIENGESELLSCHAFT of € 260.1 million available at the
end of 2011. In financial year 2012, K+S AKTIENGESELL-
SCHAFT achieved net income of € 563.9 million (2011:
€392.5 million). Including a profit carried forward of € 11.3
million and a transfer to the revenue reserves of € 281.0
million, € 294.2 million is disclosed as accumulated profit.

Adjusted earnings per share of the k+s GROUP, which
serve as the basis for the dividend payment, reached
€ 3.34 after having been € 3.04 in the previous year;
€ 0.51 of this was attributable to the discontinued opera-
tions of the NITROGEN business. In line with our payout
corridor of 40 % to 50 %, which we are basically seeking to
achieve, the Board of Executive Directors intends to pro-

pose to the Annual General Meeting the payment of a div-
idend of € 1.40 per share (previous year: € 1.30 per share);
this corresponds to a payout ratio of 42 %. Of this, € 1.19
per share is accounted for by continued operations and
€ 0.21 per share by discontinued operations. /TAB: 4.14.3

Assuming that we will not hold any own shares on the
date of the Annual General Meeting, this would result
in a total dividend payment of € 268.0 million.

FUTURE DIVIDEND POLICY

We are pursuing an essentially earnings-based divi-
dend policy. According to this, a dividend payout ratio of
between 40 % and 50 % of adjusted Group earnings after
taxes (including discontinued operations) forms the basis
for the amount of future dividend recommendations to
be determined by the Board of Executive Directors and
the Supervisory Board. Since the adjusted earnings per
share will no longer be favoured by the effects from the
divestment of the NITROGEN business in 2013, the divi-
dend payment based on the earnings forecast described
will probably be below that of the previous year (pro-
posal 2012: € 1.40 per share). For 2014, a dividend increase
is possible due to the expected earnings development.

OPPORTUNITIES

OPPORTUNITIES FROM THE DEVELOPMENT OF
FRAMEWORK CONDITIONS

/ INFORMATION ON OUR OPPORTUNITY MANAGEMENT can
be found in the Risk Report on page 113.
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LEGACY PROJECT BOOSTS INTERNATIONAL
COMPETITIVENESS

Legacy is a greenfield project for the construction of potash
production on the basis of solution mining. k+s acquired the
Canadian exploration and development company POTASH ONE,
the owner of the Legacy Project, at the start of 201, and thor-
oughly revised the existing feasibility study over the following
months. A concept was developed, which is optimally consist-
ent with the capacity and market forecasts of k+s and demon-
strates attractive economic viability.

In the first two expansion phases of the new potash site,
k+s will invest a total of cap 3.25 billion. The first sales vol-
umes should be available at the end of 2015 and the two-mil-
lion-tonnes mark be achieved in 2017. This will be followed by
the gradual expansion of production capacity to 2.86 million
tonnes a year in 2023. In the third expansion phase, a total out-
put of a maximum 4 million tonnes of potassium chloride a
year would then be possible about ten years later. The product
portfolio will comprise potassium chloride standard, granu-
lated potassium chloride and high-quality industrial products.

In 2012, further infrastructure works and drilling were under-
taken. By the end of 2012, there were 118 k+s employees from
different countries working at k+s POTASH CANADA in Saska-
toon on the construction of the new site. By 2023, more than
300 jobs will be created for highly qualified employees. With
this project, we are drawing on experience in solution mining
gained by Esco in Germany and the Netherlands, as well as
the know-how of MORTON sALT, which operates ten plants on
the basis of solution mining in the United States and in Can-
ada. The Legacy Project will supplement the existing German
production network of k+s with an important North Ameri-
can location.




The historically relatively low ratio of stocks of impor-
tant agricultural products to annual consumption,
already described on page 137 under the heading ‘Future
industry situation’, could be reflected in a relatively high
price level for agricultural products over the long term.
This in turn encourages farmers worldwide to both uti-
lise any additional available uncultivated land and to
increase the intensity of existing cultivation. Both these
elements require greater use of fertilizers and could in
future result in global demand for potash fertilizers ris-
ing at a faster pace than hitherto forecast.

CORPORATE STRATEGY OPPORTUNITIES
EXPANSION OF POTASH CAPACITY

In view of the high level of utilisation of the technical
capacity available to us in Germany as well as the prob-
ably significant rise in future demand for potash fer-
tilizers, the Potash and Magnesium Products business
unit has been pursuing a strategy to expand its produc-
tion capacities for potash. The Legacy Project gives us
the opportunity to participate in global market growth,
further improve revenues and earnings of the business
unit, strengthen international competitiveness and
extend the average useful lives of our mines.

Moreover, we carried out a feasibility study for our Sieg-
fried-Giesen reserve mine near Hildesheim, Lower Sax-
ony. After the technical, economic and market aspects
of a possible re-opening had been examined compre-
hensively, the project was basically assessed as being

promising. In the next step, approvability will be exam-
ined. This involves obtaining the permits necessary for
the project. To that end, a regional planning procedure
followed by an official plan approval process will be pre-
pared by a project group specially set up for that pur-
pose. After the invastigations necessary for this have
been carried out, the relevant applications will be made.
Both administrative procedures will take several years
in all. Assuming economic viability and the granting
of the necessary mining and environmental permits,
the reactivation of Siegfried-Giesen would offer us the
opportunity to make up to a certain extent for the loss of
production capacity resulting from the closure of the
Sigmundshall site that will become necessary after 2018,
due to crude salt reserves being exhausted.

USE OF SYNERGIES OF AN INTERNATIONAL
PRODUCTION NETWORK

There is a particular focus on the optimisation of the
international production network and the associated
volume flows and logistics costs. Comparable mining
processes make synergies possible between the Potash
and Magnesium Products and Salt business units in the
exchange of technical, geological and logistics know-
how as well as economies of scale in the procurement
of machinery and auxiliary materials.

ECONOMIC PERFORMANCE OPPORTUNITIES
A decrease in the energy price level would have a favour-
able impact on the cost structure and thus the business

success of the energy-sensitive Potash and Magnesium
Products and Salt business units.

/ ONGOING MEASURES TO BOOST ENERGY EFFICIENCY AND
THEIR EFFECTS are presented in the ‘Important Non-Financial Mat-
ters’ section on page 79.

With the purpose of creating greater flexibility and
lowering input costs, the gas supply contracts, which
were previously largely linked to the oil price, were
renegotiated, so that future price opportunities on the
gas spot markets can be exploited for part of the vol-
umes obtained. Buying gas will therefore approximately
equally be split between the following:

+ longer-term agreements for which fixed gas prices
were agreed;

+ agreements tied to the oil price, which are reflected
in our cost accounting with a delay of now only three
to four months;

+ buying on the gas spot market.

The procurement of energy will therefore be more
strongly diversified in the future, and we will be able to
take advantage of opportunities arising on the energy
markets.

OTHER OPPORTUNITIES

For the xk+s GroUP, the USD/EUR currency relationship
is fundamentally of high importance, since particularly
potash sales, with the exception of the European market
and a few overseas regions, are invoiced in Us dollars.



Our planning for the years 2013 and 2014 is based on a
Us dollar exchange rate of 1.33 USD/EUR.

During the primary investment phase of the Legacy
Project, until 2016, greater importance will also be given
to the caD/EUR exchange rate. Our planning for the
years 2013 and 2014 is based on an exchange rate of
1.33 CAD/EUR.

GENERAL STATEMENT ON THE EXPECTED
DEVELOPMENT OF THE K+S GROUP

The year 2013 should again be a good year for the x+s
GROUP: Revenues of the x+s GRoUP should increase
slightly in financial year 2013 in relation to the previ-
ous year. While we assume a price-related revenue
decrease in the Potash and Magnesium Products busi-
ness unit, we expect higher revenues in the Salt busi-
ness unit as a result of volume factors. As far as the
operating earnings EBIT I of the K+S GROUP are con-
cerned, from today’s perspective, we also see chances
for the year 2013 to increase the figures slightly in com-
parison with 2012. Here, the decrease in earnings in the
Potash and Magnesium Products business unit should
be more than made up for by the improvement in earn-
ings resulting from the normalisation of the de-icing
salt business in the Salt business unit.

4.14 FORECAST REPORT / 4.15 K+S AKTIENGESELLSCHAFT (DISCUSSION BASED ON THE GERMAN COMMERCIAL CODE — HGB)

In 2014, revenues should again increase slightly in com-
parison to the previous year. As regards operating earn-
ings too, we see chances of a slight increase. /TAB: 4.14.4

Our estimates are based, among other things, on:

+ the expectation of consistently attractive agricultural
prices;

+ a sales volume for potash and magnesium products
of about 7 million tonnes (2012: 6.95 million tonnes)
in 2013 and a slight increase in 2014;

+ significantly higher and average sales volumes of
crystallised salt of about 22 million tonnes in 2013
(of which de-icing salt: 12 to 13 million tonnes, 2012:
8.33 million tonnes), in comparison to the lower than
average sales volume of the previous year (2012:17.56
million tonnes);

+ a Us dollar exchange rate of 1.33 USD/EUR for 2013
and 2014 and an oil price level of us$ 110 per barrel in
2013 and US$ 100 per barrel in 2014;

+ alargely unchanged financial result;

+ at 26 % to 27%, a slightly higher adjusted Group tax
ratio (2012: 25.8 %).

Moreover, further growth in our core business sectors
remains the focal point of our strategy which encom-
passes both acquisitions and cooperation arrangements.
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OVERVIEW IN TABLE FORM
OF REVENUE AND EARNINGS

TRENDS DESCRIBED TAB: 4.14.4
K+S Group

in € million
Revenues 2012 3,935.3

Revenues 2013 slight increase

Revenues 2014 slight increase
EBIT 12012 808.5
EBIT 12013

EBIT 12014

slight increase

slight increase

4.15 K+S AKTIENGESELLSCHAFT
(DISCUSSION BASED ON THE GER-
MAN COMMERCIAL CODE — HGB)

The Management Report of K+S AKTIENGESELLSCHAFT
and the Group Management Report for financial year
2012 are combined. The annual financial statements of
K+S AKTIENGESELLSCHAFT in accordance with the Ger-
man Commercial Code (HGB) and the combined Man-
agement Report are published simultaneously in the
German Federal Gazette (Bundesanzeiger).

DECLARATION ON CORPORATE
GOVERNANCE

The Declaration on Corporate Governance in accordance
with Sec. 289a of the German Commercial Code (HGB) is
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shown in the ‘Corporate Governance’ section on page 33.
It forms an integral part of the combined Management
Report of K+S AKTIENGESELLSCHAFT and the K+S GROUP.

REMUNERATION REPORT

The information to be disclosed in accordance with Sec.
289 Para. 2 No. 5 of the German Commercial Code (HGB)
is contained in the Remuneration Report on page 43
of the ‘Corporate Governance’ section; the Remunera-
tion Report constitutes an integral part of the combined
Management Report of K+S AKTIENGESELLSCHAFT and
the K+S GROUP.

INFORMATION IN ACCORDANCE WITH SEC.
289 PARA. 4 OF THE GERMAN COMMERCIAL
CODE (HGB) AND EXPLANATORY REPORT
OF THE BOARD OF EXECUTIVE DIRECTORS

Information in accordance with Sec. 289 Para. 4 of the
German Commercial Code (HGB) and the explanatory
report of the Board of Executive Directors can be found
on page 64.

4.15 K+S AKTIENGESELLSCHAFT (DISCUSSION BASED ON THE GERMAN COMMERCIAL CODE — HGB)

INCOME STATEMENT OF K+S AKTIENGESELLSCHAFT! TAB: 4.15.1
2012 2011

in € million
Revenues 75.5 67.1
Cost of sales 815 74.2
Gross profit (6.0) (7.1)
Selling, general and administrative expenses and research costs 37.0 439
Other operating income and expenses 59.2 (16.6)
Income from investments, net 789.7 702.3
Interest income, net (35.1) (56.5)
Depreciation on financial assets and securities held in current assets (1.1) —
Earnings before income taxes 769.6 578.2
Taxes on income 205.7 185.7
Net income 563.9 392.5
Profit carried forward 11.3 34.3
Transfer from net income to revenue reserves 281.0 166.8
Accumulated profit 294.2 260.1

' A detailed income statement can be found in the financial statements 2012 of K+S Aktiengesellschaft.

BUSINESS OPERATIONS, CORPORATE
STRATEGY, ENTERPRISE MANAGEMENT AND
SUPERVISION, OVERVIEW OF THE COURSE
OF BUSINESS

Information on business operations, corporate strat-
egy, enterprise management and supervision as well
as an overview of the course of business can be found
on pages 66 to 91.

EARNINGS POSITION

At € 75.5 million, revenues of K+S AKTIENGESELLSCHAFT
in 2012 were tangibly above the level of the previous
year (€ 67.1 million). Apart from an increase, due to vol-
ume factors, in the internal Group billing of services to
Group companies, there were positive volume effects
with the granulation of CATSAN®. /TAB: 4.15.1

Earnings before income taxes rose by € 191.4 million to
€ 769.6 million (previous year: € 578.2 million). The
increase is essentially due to the tangibly higher net
income from investments of € 789.7 million (previous



BALANCE SHEET OF K+S AKTIENGESELLSCHAFT — ASSETS TAB: 4.15.2
31.12.2012 31.12.2011

in € million
Intangible assets 0.1 0.1
Property, plant and equipment 183 17.2
Financial assets 3,074.2 2,647.6
Non-current assets 3,092.6 2,664.9
Inventories 14 12
Receivables and other assets 1,015.6 1,009.5
Securities 175.6 2193
Cash on hand and balances with banks 136.3 141.7
Current assets 1,328.9 1,371.7
Prepaid expenses 3.9 1.9
Surplus from offsetting 15.4 -
ASSETS 4,440.8 4,038.5
BALANCE SHEET OF K+S AKTIENGESELLSCHAFT — EQUITY AND LIABILITIES TAB: 4.15.3
31.12.2012 31.12.2011

in € million
Subscribed capital 191.4 191.4
Additional paid-in capital 701.6 701.6
Revenue reserves 733.0 452.0
Accumulated profit 294.2 260.1
Equity 1,920.2 1,605.1
Provisions for pensions and similar obligations — 5.9
Tax provisions 219 —
Other provisions 164.8 160.3
Provisions 186.7 166.2
Liabilities 2,333.9 2,267.2
EQUITY AND LIABILITIES 4,440.8 4,038.5

year: € 702.3 million), which was particularly favoured
by the increase in the profit transfer of k+s KALI GMBH
to € 763.6 million (previous year: € 718.4 million). Also, the
previous year was adversely affected by expenditures
from transferring the loss of K+S BETEILIGUNGS GMBH
of € 83.0 million (2012: € (0.7) million). At € 6.7 million,
due to the divestment of the NITROGEN business during
the year, the profit transfer of K+s NITROGEN GMBH was
below the level of the previous year (€ 56.6 million). Fur-
ther investment income arises from the profit transfers
of K+S ENTSORGUNG GMBH with € 9.6 million (previous
year: € 8.6 million) and of K+s TRANSPORT GMBH with
€ 9.1 million (previous year: € 4.1 million).

Other operating income mainly increased due to the
income from the divestment of the NITROGEN business
by € 73.6 million to € 127.4 million (previous year: € 53.8
million).

The improvement in net interest income from € (56.5)
million to € (35.1) million is essentially due to the balance
from the accumulation for pension and partial retire-
ment provisions and the income /expenditures of fund
assets, as well as from higher income from securities.
Interest expenses from a corporate bond issued in June
2012 are having opposite effects.

Earnings after taxes of K+s AKTIENGESELLSCHAFT
increased significantly to € 563.9 million and were
therefore € 171.4 million above the previous year's figure
(€ 392.5 million).



ASSETS AND FINANCIAL POSITION

Fixed assets increased by € 427.7 million to € 3,092.6 mil-
lion (previous year: € 2,664.9 million) and have a share
of 70% (previous year: 66 %) in the balance sheet total
which was up by € 402.3 million. The increase is par-
ticularly due to purchases of long-term securities. As at
31 December 2012, bank deposits have a balance of
€136.3 million (previous year: € 141.7 million). /TAB: 4.15.2

As at the balance sheet date, K+S AKTIENGESELLSCHAFT
reports a difference on the asset side in the amount of
€ 15.4 million from offsetting, which results from an
overfunding of cover funds over obligations from pen-
sion commitments. In the previous year, commitment
overhangs arose, which were shown as liabilities.

The equity ratio as at 31 December 2012 was 43 % (previ-
ous year: 40 %). Due to the improved earnings situation,
we disclose tax provisions of € 21.9 million at the report-
ing date. In the previous year, no tax provisions were
disclosed due to higher prepayments on income taxes.
/TAB: 4.15.3

Other provisions have a predominantly long-term char-
acter. Our Company’s financing comes largely from
funds available in the long term.

There are no liabilities to banks. Liabilities to affiliated
companies essentially consist of the cash pool and bor-
rowings.

APPROPRIATION OF PROFITS! TAB: 4.15.4
2012 2011

in € million
Dividend per share (€) 1.40 1.30
Total dividend payment taking into account 191,400,000 no-par value bearer shares eligible for dividend 268.0 2488
Profit carried forward 26.2 113
Accumulated profit 294.2 260.1

1 Amounts are rounded

In June 2012, K+S AKTIENGESELLSCHAFT issued a bond
with a volume of € 500 million. The bond has a ten-year
term. With an interest coupon of 3.0 % p.a.and an issue
price of 99.422 %, the yield on issue was 3.068 %. The pro-
ceeds from the bond issue will be used to refinance the
corporate bond outstanding and set to mature in 2014.

DIVIDEND

K+S AKTIENGESELLSCHAFT discloses an accumulated
profit of € 294.2 million for financial year 2012.

The Board of Executive Directors intends to propose to
the Annual General Meeting on 14 May 2013, that the
accumulated profit of K+S AKTIENGESELLSCHAFT from
financial year 2012 be used as shown in table 4.15.4.
/TAB: 4.15.4

RESEARCH AND DEVELOPMENT

Detailed information concerning the research and devel-
opment activities of the x+s Group, which above all
pertains to affiliated companies with operating activi-
ties, can be found on page 81.

EMPLOYEES

As at 31 December 2012, there were 604 employees (pre-
vious year: 591 employees) employed at K+s AKTIEN-
GESELLSCHAFT. This included 17 trainees (previous year:
17 trainees).

RISKS AND OPPORTUNITIES

The business development of K+S AKTIENGESELL-
SCHAFT is basically subject to the same risks and oppor-
tunities as the K+S GROUP. K+S AKTIENGESELLSCHAFT



4.15 K+S AKTIENGESELLSCHAFT (DISCUSSION BASED ON THE GERMAN COMMERCIAL CODE — HGB)

participates in the risks of its shareholdings and subsidi-
aries according to its respective participation ratio. More
information can be found in the Risk Report’ section
on page 113 and the ‘Opportunities’ section on page 143.

K+S AKTIENGESELLSCHAFT is integrated into the group-
wide risk management system.

The required description of the internal control system
with regard to the accounting process of K+S AKTIENGE-
SELLSCHAFT (Sec. 289 Para. 5 of the German Commercial
Code — HGB) can be found in the Risk Report on page 116.

SUBSEQUENT EVENTS

Subsequent events concerning the k+s GROUP and K+5
AKTIENGESELLSCHAFT can be found on page 131.

FORECAST REPORT

The earnings development of K+S AKTIENGESELL-
SCHAFT depends to a substantial degree on the devel-
opment of its subsidiaries. The business development
forecast for the k+s GrRoUP can be found in the Forecast
Report on page 139.

4.16 GUARANTEE OF THE LEGAL
REPRESENTATIVES OF K+S AKTIEN-
GESELLSCHAFT

To the best of our knowledge, and in accordance with
the applicable principles for financial reporting, the con-
solidated financial statements and the annual finan-
cial statements of K+S AKTIENGESELLSCHAFT give a
true and fair view of the assets, financial and earnings
position of the Group and X+S AKTIENGESELLSCHAFT,
and the combined Management Report includes a fair
review of the development and performance of the busi-
ness and the position of the Group and x+s AKTIEN-
GESELLSCHAFT, together with a description of the princi-
pal opportunities and risks associated with the expected
development of the Group and K+S AKTIENGESELL-
SCHAFT.

Kassel, 27 February 2013

K+S AKTIENGESELLSCHAFT
THE BOARD OF EXECUTIVE DIRECTORS

FORWARD-LOOKING STATEMENTS

This financial report contains facts and forecasts that
relate to the future development of the k+s GRoUP and
its companies. The forecasts are estimates that we have
made on the basis of all the information available to us
at this moment in time. Should the assumptions under-
lying these forecasts prove not to be correct or risks
arise — examples of which are mentioned in the Risk
Report — actual developments and events may deviate

COMBINED MANAGEMENT REPORT

/ 4.16 GUARANTEE OF THE LEGAL REPRESENTATIVES OF K+S AKTIENGESELLSCHAFT

from current expectations. Outside statutory disclosure
provisions, the Company does not assume any obliga-
tion to update the statements contained in this Man-
agement Report.
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THE PROOF LIES IN
THE RELIABILITY
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Salt is a major factor in winter road safety as it contrib-
utes to a dramatic reduction in roadway accidents. As salt
lowers the freezing point of water, snow and ice become
liquid again as they come into contact with it, help-
ing to clear the way for safer driving conditions. Many
industries rely on timely delivery of goods. Two days of
extremely icy road conditions can impact supply chains
substantially. Applying salt to winter roads helps get peo-
ple, products and equipment to where they are needed
most, so life keeps moving despite the winter freeze.

Applied sensibly, de-icing salt is not only the most cost
effective approach but also the most environmentally

friendly way of combating snow and ice on the roads.
This was concluded already in 2003 by the renowned
OKOINSTITUT FREIBURG, following a study commis-
sioned by Germany'’s Federal Ministry of Transport,
which took into account all environmental effects, from
the extraction of the de-icing salt to its disposal.

This was not always the case. De-icing salt has been
used since the 1930s. It was simply shovelled from a lorry
onto the road. That was heavy work with unsatisfactory
results because the salt was not distributed evenly on the
road surface. The methods became more sophisticated
from 1938 onwards with the use of a rotating dispenser



HIGH PRODUCTION CAPACITY FOR RELIABLE DELIVERY

We are the world’s largest supplier of salt products. This
includes food grade salt, industrial salt, salt for chemi-
cal use and de-icing salt. The annual production capacity
totals about 30 million tonnes of salt. The business unit
comprises Esco in Europe, Chilean spL with its activities in
South America and the United States, as well as MORTON
SALT, one of the largest salt producers in North America.

Depending on the deposit, there are three methods used
to produce salt: solar, evaporation and rock mining. The
raw material can be extracted particularly economically

if itis relatively close to the surface, as in the Chilean salt
desert. Our extraction area in the Tarapaca desert, one
of the driest regions on earth, covers an area equivalent
to more than 70,000 football pitches. Up to 70 m thick,
the utilisable salt layer is blasted in open-cast mining.
Departing from the deepwater port close to the open-
cast mine, spL's own shipping company can transport the
valuable freight directly to the de-icing salt regions of the
North American East Coast, or as industrial salt or salt for
chemical use to growth regions in South America and
Asia. In all de-icing salt regions, we can use our produc-

tion capacities flexibly to respond to suddenly occurring
demand peaks. Since the acquisitions of spL and MORTON
SALT, we have an even more balanced regional portfolio
to allow us to balance out fluctuations in sales volumes
across the Group, which occur due to changing weather
conditions. If local supply bottlenecks ever occur, we make
use of the synergies of our global production sites, which
do their very best to support each other so that we can
deliver largely uninterrupted salt supplies for winter road
clearance services. As the world’s largest producer of salt,
we owe this to our customers!
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attached to the winter road clearance vehicle, which dis-
tributed the salt in small or large circular patterns. As the
rotational speed was linked to the vehicle’s speedometer
in the 1960s, the salt was spread more efficiently and a
more appropriate amount was used.

But effective winter road clearance services are not just
a question of technology. It's the right salt mixture that
matters. A combination of fine and coarse salt crystals
has demonstrated its value. While the finer grains affect
the surface almost immediately, the coarser grains are

targeted on a longer-term effect on thicker layers of
snow and ice. Since the mid-1970s, the pre-wetting of
salt before spreading has grown in popularity. If the salt
is enriched with saline solution, it is easier to spread and
works faster. The de-icing effect also lasts longer. Moreo-
ver, this method is significantly more cost effective and
environmentally friendly.

Even when snow has not yet fallen, implementing win-
ter maintenance programs that consist of salt spread-
ing can be effective. Pre-wetting roads with a salt brine

before a winter snow and ice event as a preventative
measure, followed by regular applications of salt, helps
to avoid slippery roads. No other method is more eco-
nomical, more effective and, above all, safer!
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We have audited the consolidated financial statements, consisting of the balance sheet,
income statement as well as statement of comprehensive income, statement of changes in
equity, cash flow statement and notes as well as the Management Report combined with
the Group Management Report for the financial year from 1 January to 31 December 2012.
The preparation of the consolidated financial statements and the Group Management Report
in accordance with INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS) as applied
within the U and the supplementary commercial law provisions as applied in accordance
with Sec. 3153, Para. 1 of the German Commercial Code (HGB) is the responsibility of the com-
pany’s Board of Executive Directors. Our responsibility is to express an opinion of the consoli-
dated financial statements and of the Group Management Report on the basis of our audit.

We conducted our audit of the consolidated financial statements in accordance with Sec. 317
of the German Commercial Code (HGB) and the German generally accepted standards for
the audit of financial statements promulgated by the German Institute of Certified Public
Accountants (Institut der Wirtschaftspriifer). Those standards require that we plan and per-
form the audit in such manner that material misstatements affecting the presentation of
the assets, financial and earnings position in the consolidated financial statements in accord-
ance with the applicable accounting rules and in the Group Management Report are detected
with reasonable assurance. Knowledge of the business activities and the economic and legal
environment of the Group as well as evaluations of possible misstatements are taken into
account in the determination of the audit procedures. The effectiveness of the system of
internal accounting control relating to the accounting system and the evidence support-
ing the disclosures in the consolidated financial statements and the Group Management
Report are examined primarily on a test basis within the framework of the audit. The audit
includes assessing the annual financial statements of the companies included in the consoli-
dated financial statements, the determination of the scope of consolidation, the accounting
and consolidation principles used and significant estimates made by the Board of Executive
Directors, as well as evaluating the overall presentation of the consolidated financial state-
ments and the Group Management Report. We believe that our audit provides a reasonable
basis for our opinion.

CONSOLIDATED FINANCIAL STATEMENTS

Our audit has not led to any reservations.

In our opinion, which is based on our audit findings, the consolidated financial statements of
K+S AKTIENGESELLSCHAFT, Kassel, comply with the IFRrS as applied in the EU as well as the
supplementary commercial law provisions as applied in accordance with Sec. 315a, Para. 1 of
the German Commercial Code (HGB) and give a true and fair view of the assets, financial and
earnings position of the Group in accordance with such provisions. The Group Management
Report is consistent with the consolidated financial statements, provides a suitable under-
standing of the position of the Group and suitably presents the risks of future development.

Hanover, 27 February 2013

DELOITTE & TOUCHE GMBH (Prof. Dr. Beine)

Auditor

(Rémgens)

Wirtschaftsprifungsgesellschaft Auditor



INCOME STATEMENT TAB: 5.2.1 INCOME STATEMENT (CONTINUED) TAB: 5.2.1
Notes 2012 2011 Notes 2012 2011
in € million in € million
Revenues [1] 3,935.3 3,996.8 Operating earnings (EBIT )" 808.5 906.2
Cost of sales 2,158.7 2,183.7 Earnings before income taxes from
Gross profit 1,776.6 1,813.1 continued operations, adjusted? 7289 842.0
Cellig expenacs 7342 7424 Group earnings from continued operations, adjusted? [10] 540.8 625.6
R R R RS S, 196.8 1783 Earnings per share from continued operations in €, adjusted? [10] 2.83 3.27
Research and development costs 19.4 17.0
Other operating income 2] 1579 164.0 Group earnings after taxes, adjusted 3 639.7 581.8
T R ;3] 1477 159.0 Earnings per share in €, adjusted >3 3.34 3.04
Income from investments, net 52 9.6
Result from operating forecast hedges (41 4.9 72 STATEMENT OF COMPREHENSIVE INCOME TAB: 5.2.2
Result after operating hedges (EBIT 11)" 846.5 882.8
Interest income [5] 212 135 Notes 2012 2011
Interest expenses [5] (106.7) (78.7) in € million
Other financial result [6] 5.9 1.0 Net income 668.1 564.8
Financial result (79.6) (64.2) Financial assets available for sale 3.0 —
Earnings before income taxes 766.9 818.6 Difference resulting from foreign currency translation (28.8) 62.7
Taxes on income 7] 198.4 209.3 —thereof change in unrealised gains /losses (29.0) 61.0
—of which deferred taxes (32.6) (5.3) —thereof realised gains /losses 0.2 17
Earnings after taxes from continued operations 568.5 609.3 Other earnings after taxes (25.8) 62.7
Earnings after taxes from discontinued operations 99.6 (44.5) Comprehensive income of the period 642.3 627.5
Net income 668.1 564.8 Minority interests in comprehensive income 0.5 0.5
Minority interests in earnings 0.5 0.5 Group comprehensive income after
Group earnings after taxes and minority interests 667.6 564.3 taxes and minority interests 6418 627.0
—thereof continued operations 568.0 608.8
—thereof discontinued operations 99.6 (44.5) a
OPERATING EARNINGS (EBIT 1) TAB:5.2.3
Earnings per share in € (undiluted = diluted) [10] 3.49 2.95
—thereof continued operations 2.97 3.18 Notes 2012 2011
—thereof discontinued operations 0.52 (0.23) in € million
Average number of shares in million 191.40 191.33 Result after operating hedges (EBIT 11)? 846.5 882.8
Income(-)/expenses(+) from market value changes
of operating forecast hedges still outstanding (9.5) 25.2
Neutralising of market value changes of realised
operating forecast hedges, recognised in earlier periods (28.5) (1.8)
Operating earnings (EBIT )" 808.5 906.2
! Management of the K+S Group is handled, amongst others, on the basis of operating earnings (EBIT I). Reconciliation of EBIT Il to operat-

ing earnings (EBIT 1) is recorded below the income statement (see also the ‘Notes to the income statement and the statement of compre-
hensive income’ on page 182)

2 The adjusted key figures only include the result from operating forecast hedges of the respective reporting period reported in EBIT |, which
eliminates effects from changes in the market value of the hedges (see also ‘Notes to the income statement and the statement of compre-
hensive income’ on page 182). Related effects on deferred and cash taxes are also eliminated; tax rate for 2012: 28.5% (2011: 28.4 %)

3 Earnings from continued and discontinued operations.

4 Information on operating earnings refers to continued operations



CASH FLOW STATEMENT TAB:5.3.1 CASH FLOW STATEMENT (CONTINUED) TAB:5.3.1
Notes 2012 2011 Notes 2012 2011

in € million in € million
Result after operating hedges (EBIT 11) 846.5 882.8 Proceeds from the divestment of consolidated companies [38] 75.0 90.6
Income (-) /expenses (+) from market value changes Disbursements for the acquisition of consolidated companies [39] (4.2) (242.8)
of operating forecast hedges still outstanding (9.5) 25.2 Proceeds from the disposal of securities
Neutralisation of market value changes of realised and other financial investments 3123 —
operating forecast hedges, recognised in earlier periods (28.5) (1.8) Disbursements for the purchase of securities
Operating earnings (EBIT I) 808.5 906.2 and other financial investments (870.8) (372.4)
Depreciation (+)/write-ups (=) on intangible assets, Cash flow for investing activities (891.0) (782.8)
property, plant and equipment and financial assets 229.0 239.8 — thereof continued operations (966.6) (867.1)
e e 10 s _teeordsconmedopeton
Interests and dividends received and similar income 216 114 Free cash flow (334.4) (43.3)
Gains (+)/losses () from the realisation — thereof continued operations (359.4) (233.7)
of financial assets and liabilities (0.7) 0.4 —thereof discontinued operations 25.0 190.4
Interest paid (-) (43.0) (43.2) Dividends paid (248.8) (191.4)
Income taxes paid (-) (202.1) (282.4) Disbursements for the acquisition of non-controlling interests — (59.3)
Other non-cash expenses (+)/income (-) 0.7 (0.8) Payments from other allocations to equity 5.2 4.8
Gross cash flow from continued operations 813.0 859.0 Purchase of own shares (6.5) (13.8)
Gross cash flow from discontinued operations 299 69.1 Sale of own shares 0.2 7.9
Gross cash flow 842.9 928.1 Increase (+)/decrease () in liabilities from finance lease (2.1) (0.9)
Gain (=) /loss (+) on the disposal of fixed assets and securities (2.0) (3.8) Taking out (+) /repayment of () loans (2.1) (11.7)
Increase (—)/decrease (+) in inventories (42.8) (108.8) Incoming payments (+) /repayments (-)
Increase (-)/decrease (+) in receivables and from the issuing of bonds 497.1 -
other assets from operating activities (86.7) (83.2) Cash flow from /for financing activities 243.0 (264.4)

—of which premium volume for derivatives 258 2.2 —thereof continued operations 243.0 (261.7)
Increase (+)/decrease (=) in liabilities from operating activities (83.1) 1185 —thereof discontinued operations - (2.7)

—of which premium volume for derivatives (13.8) 4.8 Change in cash and cash equivalents affecting cash flow (91.4) (307.7)
Increase (+)/decrease (=) in current provisions (28.3) (1.3) —thereof continued operations (116.4) (495.4)
Out-financing of plan assets (43.4) (110.0) —thereof discontinued operations 25.0 187.7
Cash flow from operating activities 556.6 739.5 Change in cash and cash equivalents

—thereof continued operations 607.2 633.4 2 370l el e e (09) o

thereof discontinued operations (506) 106.1 Change in cash and cash equivalents (92.3) (303.3)
Proceeds from the disposal of fixed assets 213 16.5
Disbursements for intangible assets (24.4) (16.1) Net cash and cash equivalents as of 1January 437.3 740.6
Disbursements for property, plant and equipment (399.0) (255.4) Net cash and cash equivalents as of 31 December [40] 345.0 437.3
R EEETS o e e 2eeds (1.2) (3.2) —thereof cash on hand and balances with banks 351.8 442.8

—thereof cash invested with affiliated companies 0.3 1.0
—thereof cash received from affiliated companies (7.2) (6.5)




BALANCE SHEET TAB: 5.4.1 BALANCE SHEET TAB: 5.4.1
Notes 2012 2011 Notes 2012 2011

in € million in € million
Intangible assets [11] 1,000.8 1,020.9 Subscribed capital [19] 191.4 191.4
—of which goodwill from acquisitions [11] 6423 651.4 Additional paid-in capital 647.2 648.1
Property, plant and equipment 2,527.4 2,227.0 Other reserves and accumulated profit [19] 2,635.1 2,242.0
Investment properties [12] 7.6 7.8 Minority interests 36 31
Financial assets [13] 159 159 Equity 3,477.3 3,084.6
Receivables and other assets [17,18] 913 62.7 Bank loans and overdrafts [25] 1,264.9 769.8
—of which derivative financial instruments 2.5 3.0 Other liabilities [18,25] 17.8 20.1
Securities and other financial investments [14] 499.5 58.5 —of which derivative financial instruments - 35
Deferred taxes [15] 483 55.3 Provisions for pensions and similar obligations [21] 88.8 95.3
Reimbursement claims of income taxes 0.1 0.4 Provisions for mining obligations [22] 706.6 580.6
Non-current assets 4,190.9 3,448.5 Other provisions [23] 131.5 145.5
Inventories [16] 687.9 730.0 Deferred taxes [15] 304.7 342.3
Accounts receivable — trade [17] 770.3 928.8 Non-current debt 2,514.3 1,953.6
Other receivables and assets [17,18] 166.3 150.6 Bank loans and overdrafts [25] 0.9 0.8
—of which derivative financial instruments 26.2 121 Accounts payable —trade [25] 289.2 613.8
Reimbursement claims of income taxes 36.8 412 Other liabilities [18,25] 70.6 96.2
Securities and other financial investments [14] 435.0 315.0 —of which derivative financial instruments 4.3 32.6
Cash on hand and balances with banks [40] 351.8 442.8 Income tax liabilities 50.1 232
Current assets 2,448.1 2,608.4 Provisions [22,24] 236.6 284.7
ASSETS 6,639.0 6,056.9 Current debt 647.4 1,018.7
EQUITY AND LIABILITIES 6,639.0 6,056.9




STATEMENT OF CHANGES IN EQUITY

TAB:5.5.1

Other reserves and accumulated profit

Accumulated Differences from Total K+S AG

Subscribed Additional profit/revenue foreign currency Financial assets shareholders’ Minority

capital [19] paid-in capital reserves [19] translation [19]  available for sale equity interests Equity
in € million
Balances as of 1January 2012 1914 648.1 2,041.0 2011 (0.1) 3,081.5 31 3,084.6
Net income = = 667.6 = = 667.6 0.5 668.1
Other comprehensive income (after taxes) — — — (28.8) 3.0 (25.8) - (25.8)
Comprehensive income of the period = = 667.6 (28.8 3.0 641.8 0.5 642.3
Dividend for the previous year — — (248.8) - - (248.8) - (248.8)
Issuance of shares to employees — (0.9) — — — (0.9) - (0.9)
Other changes in equity — — 0.1 — — 0.1 — 0.1
Balances as of 31 December 2012 1914 647.2 2,459.9 172.3 2.9 3,473.7 3.6 3,477.3
Balances as of 1January 2011 1914 647.5 1,671.8 138.4 (0.1) 2,649.0 2.6 2,651.6
Net income = = 564.3 = = 564.3 0.5 564.8
Other comprehensive income (after taxes) — — — 62.7 — 62.7 — 62.7
Comprehensive income of the period = = 564.3 62.7 = 627.0 0.5 627.5
Dividend for the previous year - - (191.4) — — (191.4) — (191.4)
Issuance of shares to employees — 0.6 — — — 0.6 — 0.6
Addition of minority interests (Potash One) — — — — — — 55.7 55.7
Acquisition of minority interests (Potash One) - - (3.6) - — (3.6) (55.7) (59.3)
Other changes in equity - - (0.1) — — (0.1) — (0.1)
Balances as of 31 December 2011 1914 648.1 2,041.0 2011 (0.1) 3,081.5 3.1 3,084.6




DEVELOPMENT OF FIXED ASSETS 2012

Gross carrying amounts

Balances as of

Change in scope

Balances as of

1.1.2012 of consolidation Additions Disposals Reclassifications Currency differences 31.12.2012
in € million
Other acquired concessions, industrial
property rights, similar rights and assets as
well as licenses for such rights and assets 69.2 (17.4) 9.0 4.0 7.3 (2.2) 61.9
Customer relations 224.1 — — — - (3.2) 220.9
Brands 117.7 = = 3.4 = (1.6) 112.7
Port concessions 316 — — — — (0.6) 31.0
Goodwill from acquisitions 651.4 (0.5) - - - (8.6) 642.3
Internally generated intangible assets 3.8 — 0.4 — 0.4 — 4.6
Emission rights 15.0 — — — — — 15.0
Intangible assets in completion 8.2 — 14.7 — (7.1) — 15.8
Intangible assets [11] 1,121.0 (17.9) 24.1 7.4 0.6 (16.2) 1,104.2
Land, rights similar to land and buildings,
including buildings on third-party land 741.7 3.7 125.2 15.2 12.7 (3.0) 865.1
Raw material deposits 7303 — — — — (3.2) 727.1
Technical equipment and machinery 2,289.9 (3.0 98.6 22.0 44.3 (4.9) 2,402.9
Ships 91.7 = 22.0 352 = (1.8) 76.7
Other equipment, fixtures and fittings 280.2 (1.8) 31.0 7.7 3.0 (0.4) 304.3
Payments on account and construction in progress 1435 — 268.7 2.6 (82.2) (0.3) 327.1
Leasing and similar rights 7.9 — 0.7 0.7 216 (0.1) 294
Property, plant and equipment 4,285.2 (1.1) 546.2 83.4 (0.6) (13.7) 4,732.6
Investment properties [12] 16.5 - - 0.9 - - 15.6
Investments in affiliated companies 16.4 (0.4) 0.8 — (1.4) — 15.4
Loans to affiliated companies — — — — — — —
Investments 4.6 = = = 14 0.2 6.2
Loans to companies in which
equity investments are held 0.3 — — 0.1 — — 0.2
Sundry loans and other financial assets 0.9 — 0.1 0.2 — — 0.8
Financial assets [13] 222 (0.4) 0.9 0.3 — 0.2 22,6
Fixed assets 5,444.9 (19.4) 571.2 92.0 = (29.7) 5,875.0




TAB: 5.6.1

Depreciation, amortisation and write-downs

Net carrying amounts

Balances as of

Change in scope

Additions

Balances as of

Balances as of

1.1.2012 of consolidation Additions scheduled non-scheduled Disposals Reclassifications Currency differences 31.12.2012 31.12.2012
44.5 (12.8) 5.2 = 4.0 = (0.6) 323 29.6
415 = 179 = = = 0.9) 585 1624
119 = 12 = 34 = = 9.7 103.0

0.5 = 0.1 = = = = 0.6 304

— — — — — — — — 6423

17 = 0.6 = = = = 23 23

= = = = = = = = 15.0

= = = = = = = = 15.8
100.1 (12.8) 25.0 = 7.4 = (1.5) 103.4 1,000.8
282.7 (1.1) 294 0.1 11 0.1 (0.6) 309.5 555.6
156 = 4.6 = = = (0.2) 20.0 707.1
15144 (1.5) 131.8 1.0 20.2 (0.1) (3.3) 16221 780.8
27.6 — 8.5 — 18.6 = (0.8) 16.7 60.0
214.9 (1.1) 26.5 = 7.1 (0.1) (0.3) 232.8 715
= = = = = = = = 3271

3.0 = 1.8 = 0.7 0.1 (0.1) 41 253
2,058.2 (3.7) 202.6 11 47.7 - (5.3) 2,205.2 2,527.4
8.7 = 0.1 = 0.8 = = 8.0 7.6

2.5 = = 03 = (1.4) = 14 14.0

3.8 — — 0.1 — 14 — 5.3 0.9

= = = = = = = = 0.2

= = = = = = = = 0.8

6.3 = = 0.4 = = = 6.7 15.9
2,173.3 (16.5) 227.7 15 55.9 = (6.8) 2,323.3 3,551.7




DEVELOPMENT OF FIXED ASSETS 2011

Gross carrying amounts

Balances as of

Change in scope

Balances as of

1.1.2011 of consolidation Additions Disposals Reclassifications Currency differences 31.12.2011
in € million
Other acquired concessions, industrial
property rights, similar rights and assets as
well as licenses for such rights and assets 726 (5.4) 3.2 3.7 0.2 2.3 69.2
Customer relations 218.2 (0.1) - - — 6.0 2241
Brands 138.9 (24.2) = = = 3.0 117.7
Port concessions 30.6 — — — — 1.0 316
Goodwill from acquisitions 615.3 181 11 — — 16.9 651.4
Internally generated intangible assets 9.6 (6.7) 0.9 = = = 3.8
Emission rights 9.6 = 5.4 = = = 15.0
Intangible assets in completion 5.2 (3.1) 6.4 01 (0.2) - 8.2
Intangible assets [11] 1,100.0 (21.4) 17.0 3.8 = 29.2 1,121.0
Land, rights similar to land and buildings,
including buildings on third-party land 764.2 (55.3) 31.0 119 9.2 4.5 741.7
Raw material deposits 345.5 367.1 0.8 — — 16.9 730.3
Technical equipment and machinery 2,2449 (70.4) 104.1 293 331 7.5 2,289.9
Ships 718 = 241 6.5 = 23 917
Other equipment, fixtures and fittings 269.5 (12.3) 269 8.7 4.2 0.6 280.2
Payments on account and construction in progress 57.3 183 114.7 1.6 (46.4) 1.2 1435
Leasing and similar rights 10.1 (1.9) 0.6 11 = 0.2 7.9
Property, plant and equipment 3,763.3 245.5 302.2 59.1 0.1 33.2 4,285.2
Investment properties [12] 16.8 (0.2) — 0.1 — — 16.5
Investments in affiliated companies 13.6 (0.2) 3.0 = = = 16.4
Loans to affiliated companies 0.3 (0.1) — 0.2 - - -
Investments 10.4 = = 5.8 = = 4.6
Loans to companies in which
equity investments are held 0.4 — — 0.1 — — 0.3
Sundry loans and other financial assets 1.2 (0.1) 0.2 0.4 = = 0.9
Financial assets [13] 25.9 (0.4) 3.2 6.5 - - 22.2
Fixed assets 4,906.0 223.5 322.4 69.5 0.1 62.4 5,444.9




TAB: 5.6.2

Depreciation, amortisation and write-downs

Net carrying amounts

Balances as of

Change in scope

Additions

Balances as of

Balances as of

1.1.2011 of consolidation Additions scheduled non-scheduled Disposals Reclassifications Currency differences 31.12.2011 31.12.2011
43.9 (4.4) 7.3 12 37 — 0.2 44.5 247
233 (0.1) 177 = = = 0.6 415 1826
29.5 (18.8) 12 = = = = 119 105.8

0.3 = 0.2 = = = = 0.5 311

= = = = = = = = 651.4

32 (2.1) 0.6 = = = = 17 2.1

— — — — — — — — 15.0

0.1 (0.1) = = = = = = 8.2
100.3 (25.5) 27.0 1.2 3.7 = 0.8 100.1 1,020.9
2774 (19.6) 26.9 = 24 0.1 03 2827 459.0
109 = 4.5 = = = 0.2 15.6 7147
1,440.2 (423) 136.5 4.5 26.1 = 16 15144 775.5
211 = 10.0 = 41 = 0.6 276 64.1
206.8 (9.1) 253 = 83 = 0.2 2149 65.3
0.1 (0.1) = = = = = = 1435

32 (0.8) 14 = 0.9 = 0.1 3.0 4.9
1,959.7 (71.9) 204.6 4.5 41.8 0.1 3.0 2,058.2 2,227.0
9.0 (0.2) = = 0.1 = = 8.7 7.8

15 (0.1) — 11 — = = 2.5 139

0.1 (0.1) = = = = = = —

0.2 = = 36 = = = 3.8 0.8

= = = = = = = = 03

— — — — — — — — 0.9

1.8 (0.2) = 4.7 = = = 6.3 15.9
2,070.8 (97.8) 231.6 10.4 45.6 0.1 3.8 2,173.3 3,271.6




DEVELOPMENT OF PROVISIONS

Balances as of 1.1.2012

Currency differences

Change in scope of consolidation

in € million

Backfilling of mines and shafts 276.9 — —
Mining damage risks 50.1 — —

Maintenance of tailing piles 190.1 — —

Other mining obligations 63.5 (0.1) —

Provisions for mining obligations [22] 580.6 (0.1) -

Jubilee pay 226 = (0.2)
Partial retirement 211 — (0.2)
Long-term incentives /stock option 53.2 (0.2) (2.4)
Other personnel obligations 31 (0.1) (0.3)
Personnel obligations [23] 100.0 (0.3) (3.1)
Other environmental obligations 0.0 - -

Other provisions 45.5 (0.2) (2.2)
Provisions (non-current debt) 726.1 (0.6) (5.3)
Provisions for mining obligations [22] 6.8 = =

Personnel obligations [24] 148.8 (0.7) (3.4)
Provisions for obligations from sale transactions [24] 52.5 (0.2) (19.8)
Provisions for obligations from purchase contracts [24] 34.2 (0.4) (4.3)
Other provisions 424 (0.1) (0.7)
Provisions (current debt) 284.7 (1.4) (28.2)
Provisions 1,010.8 (2.0) (33.5)




TAB:5.7.1

Additions Interest component Provisions used Provisions reversed Reclassifications Balances as of 31.12.2012
18.2 12.5 5.7 5.1 = 296.8
11 7.1 2.0 17 = 54.6
71.0 16.7 17 101 = 266.0
258 2.6 17 0.9 = 89.2
116.1 38.9 111 17.8 - 706.6
15 3.8 19 = = 25.8
5.4 19 14.2 = = 14.0
171 14 18.3 3.6 0.1 47.3
1.2 = 0.7 0.1 = 31
25.2 7.1 35.1 3.7 0.1 90.2
0.5 = = = = 0.5
4.7 1.4 0.8 0.5 (7.1) 40.8
146.5 47.4 47.0 22.0 (7.0) 838.1
0.1 = = = = 6.9
119.6 = 141.6 2.7 (0.1) 119.9
44.0 = 19.7 101 04 47.1
28.2 — 25.2 3.0 = 29.5
189 = 20.8 13.7 7.2 33.2
210.8 = 207.3 29.5 7.5 236.6
357.3 47.4 254.3 51.5 0.5 1,074.7




SEGMENT REPORTING

Total revenues

of which with third parties [35]

2012 2011" 2012 2011
in € million
Potash and Magnesium Products business unit 2,359.0 2,193.7 2,290.6 2,1336
Salt business unit 1,490.6 17157 1,484.8 1,710.1
Complementary Activities 187.1 188.1 153.7 150.4
Reconciliation? [34] (101.4) (100.7) 6.2 2.7
K+S Group (continued operations) 3,935.3 3,996.8 3,935.3 3,996.8
Discontinued operations 654.4 1,526.2 654.4 1,526.2
K+S total 4,589.7 5,523.0 4,589.7 5,523.0

Assets Liabilities

2012 2011° 2012 2011°
in € million
Potash and Magnesium Products business unit 2,901.1 2,639.2 931.2 836.4
Salt business unit 3,013.4 2,964.4 4453 4384
Complementary Activities 1389 154.5 84.4 839
Reconciliation? [34] 585.5 (252.2) 1,700.8 1,174.1
K+S Group (continued operations) 6,638.9 5,505.9 3,161.7 2,532.8
Discontinued operations — 551.0 — 439.6
K+S total 6,638.9 6,056.9 3,161.7 2,972.4
' The previous year's figures were adjusted on account of the divestment of the COMPO and the Nitrogen businesses. More explanations can be found in the Notes [29]

2 Figures for business units are shown before intersegment consolidation. Expenses and income as well as items disclosed on the balance sheet that cannot be allocated to
business units are recorded separately. Both effects are shown under ‘Reconciliation’ and result in the Group figures



TAB: 5.8.1

of which intersegment revenues EBITI EBITDA Gross cash flow
2012 2011 2012 2011" 2012 2011" 2012 2011
68.4 60.1 773.9 739.5 870.2 833.8 862.7 852.6
5.8 5.6 62.4 2114 180.3 3379 184.6 340.2
334 37.7 211 17.9 283 29.0 28.5 29.4
(107.6) (103.4) (48.9) (62.6) (41.1) (54.7) (262.8) (363.2)
- = 808.5 906.2 1,037.7 1,146.0 813.0 859.0
— = 46.3 86.5 47.1 933 299 69.1
— = 854.8 992.7 1,084.8 1,239.3 8429 928.1
Capital employed? Capital expenditure 4 [37] Depreciation® Employees as of 31 Dec.®
2012 2011' 2012 2011" 2012 2011 2012 2011'
1,886.7 1,497.1 3329 162.1 96.3 88.7 8,310 8,188
2,2184 22254 1113 112.3 116.8 126.5 5,092 5,230
96.9 110.8 6.3 4.3 6.7 6.4 293 290
35.9 14.6 15.0 144 7.8 7.8 667 630
4,237.9 3,847.9 465.5 293.1 227.6 229.4 14,362 14,338
- (72.5) 0.2 6.6 08 6.8 - 158
4,237.9 3,775.4 465.7 299.7 228.4 236.2 14,362 14,496

3 Operating fixed assets and Working Capital.
# Relates to investments in property, plant and equipment and intangible assets.

5 Concerns scheduled depreciation. Non-scheduled impairment charges are presented in the Notes [33]
¢ Workforce as of 31 December including temporary employees (without students and interns) measured on full-time equivalent basis



GENERAL PRINCIPLES

The Group’s parent company, K+s AKTIENGESELLSCHAFT with its registered office in Kassel,
Germany, has prepared the consolidated financial statements of the k+s GRoUP as of and
for the period ended 31 December 2012 based on the INTERNATIONAL FINANCIAL REPORT-
ING STANDARDS (IFRS) Of the INTERNATIONAL ACCOUNTING STANDARDS BOARD (IASB) as
well as the interpretations of the INTERNATIONAL FINANCIAL REPORTING INTERPRETA-
TIONS COMMITTEE in effect on the reporting date insofar as those have been recognised by
the European Union. In the interests of clearer presentation, the individual captions in the
consolidated financial statements are presented in millions of euro (€ million).

The consolidated financial statements were prepared by the Board of Executive Directors on
27 February 2013 and will be presented to the Supervisory Board for approval for its meet-
ing on 13 March 2013.

SCOPE OF CONSOLIDATION
The scope of consolidation changed as follows in 2012:

The Czech salt processing company SOLNE MLYNY, A.S. (SMO), which was acquired by Esco —
EUROPEAN SALT COMPANY GMBH & €O. KG through its wholly owned subsidiary ESco INTER-
NATIONAL GMBH on 3 January 2012, has been consolidated since the first quarter of 2012.

Following the divestment of the NITROGEN business, the following previously consolidated
companies no longer belong to the k+s Group with effect from 2 July 2012:

FERTIVA GMBH

K+S NITROGEN GMBH

K PLUS S IBERIA S.L.

K+S AGRICOLTURA S.P.A.

K+S AGRO MEXICO S.A. DE C.V.

+ + + + o+ o+

K+S HELLAS S.A.

15 (previous year: 17) domestic and 48 (previous year: 51) foreign companies were fully
included in the consolidated financial statements. 35 (previous year: 40) subsidiaries were
not included in the consolidated financial statements and were stated at acquisition cost, as
they are of minor importance for the consolidated financial statements with regard to bal-
ance sheet total, revenues and earnings.

Joint ventures and companies over which companies of the k+s GROUP exercise significant
influence (associated companies) are essentially measured using the equity method. The
potential impact on earnings of accounting for such equity interests using the equity method
is, however, immaterial from a Group perspective. As a result of their overall immateriality,
all interests in joint ventures and associated companies were therefore stated at acquisition
cost in financial year 2012. On the balance sheet date, the carrying amount of these interests
is € 0.9 million (previous year: € 0.8 million).

A complete overview of the interests of K+S AKTIENGESELLSCHAFT can be taken from the
list of shareholdings on page 212.

DISCONTINUED OPERATIONS

The strategy of the x+s GrouP provides for growth in the Potash and Magnesium Products
and the Salt business units and for focusing management resources and financial means
on this correspondingly.

Against this background, in 2011, k+s divested the business activities of compo to TRITON,
an investment company, and announced, on 8 May 2012, the sale of the NITROGEN business
to EUROCHEM.

After the gU cartel authority had approved the transaction on 25 June 2012, the divestment
of the NITROGEN business was successfully completed on 2 July 2012. The companies hith-
erto consolidated are shown in the ‘Scope of consolidation’ section.



With the concluded sales agreement, the criteria under 1¥rs s “Non-current assets held for
sale and discontinued operations” were met and the NITROGEN business was therefore dis-
closed in the balance sheet as a disposal group held for sale and as a “discontinued operation”.
Following the divestment of the comPo business, the nitrogen fertilizer segment consisted
solely of the NITROGEN business. With the conclusion of the sales agreement, the nitrogen
fertilizer segment was no longer an integral part of the operating segments of the k+s GrRoup
and the segment reporting was adjusted accordingly.

All assets and liabilities of the NITROGEN business were therefore reclassified and, until it
had been disposed of, respectively disclosed in the consolidated balance sheet as a separate
item “Assets held for sale” and “Liabilities in connection with assets held for sale”. The balance
sheet of the preceding periods was not adjusted in accordance with 1FRrs 5.

All income and expenses of the NITROGEN business, classified as a discontinued operation,
were reclassified and disclosed in a separate item “Earnings after taxes from discontinued
operations”. Comparative periods were adjusted in accordance with 1¥Rs s.

The cash flows of the discontinued operations are stated separately in the cash flow state-
ment pursuant to 1FRrs s. The comparative figures of the preceding periods for the cash flow
statement were adjusted accordingly.

The composition of the earnings after taxes from discontinued operations is as presented
in the following table:

DISCONTINUED OPERATIONS — TOTAL TAB:5.9.1
2012 2011

in € million
Revenues 654.4 1,526.2
Other income and expenses (607.2) (1,440.7)
EBIT Il 47.2 85.5
Financial result 0.1 (1.2)
Earnings before taxes 473 84.3
Taxes on income 14.6 26.5
Earnings after income taxes for the period 32.7 57.8
Earnings from the divestment (before taxes) 76.8 (112.3)
Taxes on income 9.9 (10.0)
Earnings from the divestment (after taxes) 66.9 (102.3)
Earnings after taxes from discontinued operations 99.6 (44.5)

The earnings after taxes from discontinued operations amounting to € 99.6 million include
€ 0.2 million from the reclassification of currency translation differences for the NITROGEN
business hitherto recorded in the income statement under “Other operating income /expenses”.



DISCONTINUED OPERATIONS — THEREOF NITROGEN BUSINESS TAB:5.9.2
2012 2011

in € million
Revenues 654.4 1,164.1
Other income and expenses (606.6) (1,095.7)
EBITII 47.8 68.4
Financial result 01 0.3
Earnings before taxes 47.9 68.7
Taxes on income 133 214
Earnings after income taxes for the period 34.6 473
Earnings from the divestment (before taxes) 76.8 -
Taxes on income 9.9 =
Earnings from the divestment (after taxes) 66.9 -
Earnings after taxes from discontinued operations 101.5 47.3
DISCONTINUED OPERATIONS — THEREOF COMPO BUSINESS TAB: 5.9.3
2012 2011

in € million
Revenues — 362.1
Other income and expenses (0.6) (345.0)
EBITII (0.6) 17.1
Financial result — (1.5)
Earnings before taxes (0.6) 15.6
Taxes on income 13 51
Earnings after income taxes for the period (1.9)" 10.5
Earnings from the divestment (before taxes) — (112.3)
Taxes on income - (10.0)
Earnings from the divestment (after taxes) - (102.3)
Earnings after taxes from discontinued operations (1.9) (91.8)

1 Earnings for the period relating to the discontinued operations of the COMPO business mainly include expenses for

possible tax liabilities before the date of divestment.

The following table shows the assets and liabilities of the NITROGEN business disposed of

due to the deconsolidation carried out on 2 July 2012:

DECONSOLIDATION OF DISPOSED ASSETS AND

LIABILITIES — NITROGEN BUSINESS TAB: 5.9.4
2012

in € million
Financial assets and other non-current assets 129
Inventories 813
Accounts receivable —trade 235.3
Other current assets 148.7
Cash on hand and balances with banks 11.0
Assets held for sale 489.2
Provisions for pensions and similar obligations 35
Other non-current provisions 3.2
Accounts payable —trade 295.2
Other liabilities 50.0
Current provisions 19.3
Liabilities in connection with assets held for sale 371.2




The assets and liabilities of the compo business held for sale in 2011 comprised the following:

DECONSOLIDATION OF DISPOSED ASSETS AND

LIABILITIES — COMPO BUSINESS TAB: 5.9.5
2011

in € million
Financial assets and other non-current assets 4.1
Inventories 100.9
Accounts receivable —trade 83.9
Other current assets 24.5
Cash on hand and balances with banks 43
Assets held for sale 217.7
Provisions for pensions and similar obligations 17.5
Other non-current provisions 6.0
Bank loans and overdrafts 7.9
Accounts payable —trade 27.6
Other liabilities 829
Current provisions 42.2
Liabilities in connection with assets held for sale 184.1

ACQUISITION OF POTASH ONE

K+S CANADA HOLDINGS INC., an indirect wholly owned subsidiary of K+S AKTIENGESELL-
SCHAFT, took over control of POTASH ONE INC. (Vancouver, Canada) by acquiring 81.6 % of its
shares with effect from 21 January 2011 under a public takeover bid. The purchase price paid
in cash was € 263.2 million (caD 4.50 per share). Acquisition-related incidental costs of € 3.7
million were incurred up to the date of acquisition (21 January 2011), which were recognised
as expenses (reported chiefly as other operating expenses), € 3.3 million of which were attrib-
utable to the fourth quarter of 2010 and € 0.4 million to the first quarter of 2011.

POTASH ONE holds several potash exploration licences in the Canadian province of Saskatch-
ewan including the Legacy Project —an advanced greenfield project for the construction of a
solution mine. The acquisition of POTASH ONE makes it possible to invest in low-cost deposits
that are rich in raw materials, to increase own potash capacities and to participate in market
growth over the medium to long term.

Ahead of the acquisition, on 24 November 2010, PoTASH ONE had issued a convertible bond
at anominal value of caD 30 million, which was fully subscribed for by k+s CANADA HOLD-
INGS INC. The proceeds from this convertible bond were used to finance water supply facili-
ties for the Legacy Project. This financing measure enabled POTASH ONE to avoid delaying
the development of its Legacy Project. The conversion right was disclosed as a derivative in
the financial statements of the K+s GROUP as at 31 December 2010 and valued at € 2.8 mil-
lion. The derivative existed with the same amount until the date of acquisition. POTASH ONE
had disclosed this derivative on a mirror-image basis in equity.

The operating business of PoTASH ONE is fully reflected in K+s POTASH CANADA GP.
The final fair values of the acquired assets and assumed liabilities stated at the date of acqui-

sition (21 January 2011) and the goodwill of poTasH oNE derived from them are presented
in the following table.



POTASH ONE TAB: 5.9.6

Fair values as
of the date
of acquisition

in € million

Property, plant and equipment 386.1
Deferred taxes 0.1
Non-current assets 386.2
Other receivables and assets 0.9
Securities 0.7
Cash on hand and balances with banks 20.4
Current assets 22.0
Assets 408.2
Deferred taxes 84.2
Non-current debt 84.2
Bank loans and overdrafts 195
Accounts payable —trade 0.8
Other liabilities 0.3
Current debt 20.6
Equity and liabilities 104.8
Net assets 303.4
Net assets of non-controlling interest of 18.4 % 55.7
Net assets of controlling interest of 81.6 % 247.7
Purchase price of 81.6 % of shares 263.2
Conversion right arising from the convertible bond 2.8
Purchase price of 81.6 % of shares including

conversion right arising from the convertible bond 266.0
Goodwill 183

The main asset of POTASH ONE is the raw material deposit related to the Legacy Project; the
existing resource basis for potassium chloride is a physical asset, which is disclosed under
the item raw material deposits within property, plant and equipment. The fair value of the
other receivables acquired corresponds to their nominal value.

A comparison of the acquisition costs and the revalued proportional net assets resulted in
a goodwill of € 18.3 million. The goodwill represents those assets that were not individually
identifiable when allocating the purchase price and for which a future economic benefit is
expected. The amount of goodwill is largely shaped by the recognition of deferred taxes in
connection with the re-measurement of assets and liabilities. The goodwill is assigned to
the cash-generating unit Potash and Magnesium Products. A tax-deductible goodwill did
not arise. No use was made of the accounting option to identify goodwill in relation to the
shares of other shareholders (full goodwill method).

At the start of February 2011, a further 9.3 % of the shares were acquired for cash at a price
of € 30.1 million (caD 4.50 per share). The remaining 9.1% of PoTASH ONE shares outstand-
ing were acquired for cash in March 2011 by means of a compulsory acquisition within the
framework of the CANADA BUSINESS CORPORATIONS ACT at a price of € 29.2 million (caD
4.50 per share). The purchases made in February 2011 and March 2011 were to be stated as
equity transactions in accordance with the regulations of 1as 27.

The payments shown in the cash flow statement for the previous year within the frame-
work of the takeover of PoTASH ONE are structured as follows. In the cash flow for investing
activities the payment of € 242.8 million for taking over control of POTASH ONE is shown in
the item “Disbursements for the acquisition of consolidated companies” (purchase price for
81.6 % of the shares in the amount of € 263.2 million less cash and cash equivalents acquired
of € 20.4 million). The disbursements for the subsequent acquisition of the remaining, not
yet controlling interest (18.4 %) in the amount of € 59.3 million are stated in the cash flow for
financing activities in accordance with 1¥rs. The total purchase price for PoTAsH ONE thus
amounted to € 322.5 million.

As a result of the inclusion in the financial statements of the k+s GROUP (21 January 2011),
earnings before income taxes for the previous year were affected by € (7.9) million and earn-
ings after income taxes for the previous year by € (6.3) million. Revenues were not achieved
in the previous year due to a lack of marketing activities. Earnings based on the assumption
that the acquisition of poTAsH oNE would already have occurred at the beginning of 2011
only differ insignificantly from the aforementioned values.



ACQUISITION OF SMO

ESCO — EUROPEAN SALT COMPANY GMBH & CO. KG, a wholly owned subsidiary of x+s
AKTIENGESELLSCHAFT, acquired the Czech salt processing company, SOLNE MLYNY, A.S.
(sMo0) on 3 January 2012 through its subsidiary Esco INTERNATIONAL GMBH. ESCO acquired
smo from the Czech trading group EQuus, which has been undergoing insolvency proceed-
ings since mid-2010. The sale was conducted by the insolvency administrator by means of
a bidding process.

SMO is a significant supplier of salt products in the Czech Republic and also operates in other
European markets. The purchase price paid was € 4.4 million.

smo has been operating the salt processing business in the eastern Czech city of Olomouc
since 1921 and employs about 70 people. The company is established in the market with a
wide product range of food grade, industrial and de-icing salts. In a normal year, smo sells
around 100,000 tonnes of its various salt products and has until now been one of Esco’s
customers.

The fair values of the assets and liabilities of smo stated at the date of acquisition (3 January
2012) are presented in the following table:

FAIR VALUES AS OF THE DATE OF ACQUISITION OF SMO TAB: 5.9.7

Fair values as
of the date
of acquisition

in € million

Non-current assets 6.1
Inventories 19
Other current assets 17
Cash on hand and balances with banks 0.2
Assets 9.9
Non-current debt 0.8
Bank loans and overdrafts 1.2
Other current debt 12
Equity and liabilities 3.2
Net assets 6.7
Liabilities in connection with assets held for sale 2.3
Purchase price 4.4

Since its inclusion into consolidation as of 3 January 2012, smo has contributed as follows to
the income statement of K+S GROUP:

EARNINGS AFTER TAXES SMO TAB: 5.9.8
2012

in € million
Revenues 5.2
EBITII 2.5
Earnings after taxes’ 2.4

1 Thereof € 2.3 million from first-time consolidation



A comparison of the acquisition costs and the revalued proportional net assets resulted in a
negative difference amount (bargain purchase) of € 2.3 million, which was released and rec-
ognised in profit or loss under other operating income.

CONSOLIDATION METHODS

The financial statements of the consolidated companies are prepared as of the balance sheet
date for the consolidated financial statements. The assets and liabilities of the consolidated
companies are recognised and measured uniformly in accordance with the policies described
here and in the following notes.

Revenues, expenses and income between consolidated companies that arise while the com-
panies affected are members of the k+s GrouUP are fully eliminated. Similarly, receivables and
liabilities between consolidated companies and inter-company profits resulting from deliver-
ies and services between consolidated companies are eliminated, unless they are immaterial.

In the capital consolidation, the acquisition costs of the investments are set off against the
share of the remeasured equity attributable to them as of the time of acquisition. Asset-side
balances that remain after allocation to the assets and liabilities are carried as goodwill. Lia-
bility-side balances from capital consolidation are released directly affecting profit or loss.

ACCOUNTING AND VALUATION PRINCIPLES

RECORDING OF INCOME AND EXPENSES

Revenues comprise sales of products and services net of sales deductions. Revenues deriving
from the sale of products are reported as of the time when the associated risks of ownership
have passed. Services are reported as revenues after having been performed. In addition, pay-
ment must be sufficiently probable.

Revenues from customer-specific construction contracts are recognised using the percentage
of completion method insofar as the outcome can be estimated reliably. The stage of com-
pletion is determined on the basis of the costs incurred in relation to anticipated total costs.
Insofar as the outcome of a construction contract cannot be estimated reliably, revenues
should only be recognised to the extent of the costs incurred. While a project is in progress,
contractual amendments introduced by customers with respect to the range of services to
be rendered can increase or reduce contract revenues. An expected loss on a construction
contract is immediately recognised as an expense.

Other income, such as interest or dividends, is recorded for the relevant period as of the time
when a respective contractual or legal claim arises.

Operating expenses are charged to profit or loss on the date of performance or at the time
they are incurred.

INCOME FROM INVESTMENTS, NET

This item contains earnings from non-consolidated subsidiaries stated at acquisition cost,
joint ventures, associated companies and other interests. Distributions, profit transfers,
impairments and profits and losses from the disposal of these companies are included in
the income from investments. In the financial year, income of € 5.7 million (previous year:
€14.2 million) was offset against expenses from impairments of € 0.5 million (previous year:
€ 4.6 million).

INTANGIBLE ASSETS

Intangible assets acquired are stated at acquisition cost. Internally generated intangible
assets are capitalised at their development cost if they are likely to yield a future economic
benefit and the costs of such assets can be measured reliably.

Insofar as their useful lives can be determined, intangible assets are amortised on a regu-
lar straight-line basis; in the event that an indefinite useful life is anticipated, no regular



amortisation is applied. An indefinite useful life is also assumed in the case of goodwill.
The following useful lives are applied in the case of straight-line amortisation:

USEFUL LIVES FOR INTANGIBLE ASSETS WITH A FINITE USEFUL LIFE TAB: 5.9.9
Years
Port concessions 250
Brands 5-15
Customer relations 5-20
Other intangible assets 2-10

Non-scheduled amortisation is recorded in the event of impairment. If the reasons giving
rise to the non-scheduled amortisation no longer exist, a corresponding write-up is recog-
nised that may not exceed the amortised carrying amount. Impairment charges to goodwill
are not reversed.

The value of goodwill is tested at regular intervals. Appropriate impairment charges are rec-
ognised when necessary. Any need for recognition of an impairment charge is determined
in accordance with 1as 36 by making a comparison with the discounted future cash flows
that are expected for the cash-generating units to which the corresponding amounts of
goodwill have been allocated.

€0, emission rights are measured for the first time at acquisition cost. Thus, rights granted
free of charge are capitalised with a value of zero and those acquired for a consideration are
capitalised at acquisition cost. If the value on the reporting date falls below the acquisition
cost, the carrying amount of the cash-generating unit holding the emission rights is com-
pared with the value in use of that unit within the framework of an impairment test.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at acquisition or production cost less regular, use-
related depreciation. The acquisition or production costs also include future restoration
expenses. Non-scheduled depreciation charges are recognised for any impairment losses
that exceed the use-related depreciation already recorded; they are reported under other
operating expenses. Such impairment losses are determined in accordance with 1as 36 by

making a comparison with the discounted future cash flows that are expected for the assets
affected. If no independent cash flows can be allocated to the assets affected, the cash flows
for the corresponding cash-generating unit are used instead for comparative reasons. Should
the reasons of the non-scheduled depreciation charges cease to apply, appropriate write-ups
are recognised.

The raw material deposits acquired are recognised as property, plant and equipment. The
scheduled depreciation starts from the time of the first-time extraction of raw materials. Gal-
lery and excavation work are also shown as property, plant and equipment.

If property, plant and equipment are sold or shut down, the gain or loss represented by the
difference between sales proceeds and the residual carrying amount is recorded under other
operating income or expenses.

Property, plant and equipment are depreciated using the straight-line method and the depre-
ciation charges are based on customary useful lives. Scheduled depreciation is based on the
following useful lives that apply across the Group:

USEFUL LIVES FOR PROPERTY, PLANT AND EQUIPMENT TAB: 5.9.10
Years
Raw material deposits 19-250
Gallery and excavation work 5-125
Buildings 14-33%
Technical equipment and machinery 4-25
Other equipment, factory and office equipment 3-10

CAPITALISATION OF BORROWING COSTS

Borrowing costs, which may be allocated directly to the acquisition, construction or manu-
facture of a qualifying asset, are to be capitalised as part of the acquisition or manufactur-
ing costs of that asset. A qualifying asset exists if a period of at least one year is necessary to
make it ready for its intended use or sale. If the qualifying asset is demonstrably not financed
from outside funds, there are no borrowing costs to be capitalised.



FINANCE LEASES

Alease relationship is an agreement under which the lessor transfers to the lessee the right
to use an asset for a particular period of time in exchange for a single payment or a series of
payments. A finance lease arises if substantially all the risks and rewards incident to owner-
ship of an asset are transferred to the lessee. If that is the case, the lessee capitalises the asset
at its present value or, if lower, at the present value of the minimum lease payments. A corre-
sponding amount is recognised as a liability arising from the lease. The asset is depreciated
in a manner that essentially does not differ from the treatment applied to comparable assets.

GOVERNMENT ASSISTANCE

Government assistance (e.g., investment premiums and grants) for the purchase or produc-
tion of property, plant and equipment reduce the acquisition or production costs of the assets
to which they relate.

INVESTMENT PROPERTIES

Investment properties are mainly leased objects. They are stated at amortised cost less
straight-line, scheduled, use-related depreciation. The underlying useful lives are so years.
Income from the disposal of investment properties is recorded in the financial result.

NON-CURRENT ASSETS AND DISPOSAL GROUPS HELD FOR SALE AS WELL AS DIS-
CONTINUED OPERATIONS

A non-current asset (or a disposal group) is classified as held for sale if the related carrying
amount is principally recovered through a sale transaction rather than through continuing
use. This is the case if the asset (or the disposal group) is available for sale in its present con-
dition and if such sale is highly probable. Non-current assets (or disposal groups) which are
classified as held for sale are stated at the lower of the carrying amount and the fair value
less costs to sell. A scheduled depreciation of these assets no longer takes place.

An operation is disclosed as a discontinued operation if it was sold or is classified as held for

sale and which

+ represents a separate major line of business or a geographical area of operations,

+ 1s part of a single coordinated plan to dispose of a separate major line of business or
geographical area of operations, or

+ represents a subsidiary exclusively acquired with a view to resale.

FINANCIAL INSTRUMENTS

Financial instruments are contracts that give rise to a financial asset for one of the parties
to such contract and to a financial liability or equity instrument for the other party. Essen-
tially, financial assets and financial liabilities are disclosed separately from each other (no
offsetting). Financial assets mainly comprise cash on hand and balances with banks, trade
receivables, receivables from customer-specific construction contracts, securities, financial
investments as well as derivative financial instruments with a positive market value. Finan-
cial liabilities include, in particular, trade payables, liabilities from customer-specific construc-
tion contracts, financial liabilities as well as derivative financial instruments with a negative
market value. Financial instruments are initially recognised at their fair value as soon as the
reporting enterprise becomes a contractual party for the financial instrument. Transaction
costs that are to be allocated directly to the acquisition are then taken into account in deter-
mining the carrying amount when the financial instruments are not subsequently measured
at fair value with recognition in profit or loss.

The classification of financial instruments to one of the following categories defined in
1AS 39 determines subsequent measurement:

LOANS AND RECEIVABLES

This category comprises non-derivative financial assets with fixed or determinable payments,
which are not listed on an active market. These include trade receivables, loans, fixed- or var-
iable-rate securities (without an active market) as well as bank deposits.

After being recognised for the first time, the financial assets belonging to this category are
measured at amortised cost applying the effective interest method less impairments. Non-
interest-bearing or low-interest receivables due in more than three months are discounted.
If there are objective indications, impairments are recognised in profit or loss through sepa-
rate adjustment accounts. Objective indications pointing to an impairment are, for example,
known payment difficulties or the insolvency of the debtor. Receivables are derecognised
when settled or when they become uncollectible. Other assets are derecognised on disposal
or in the absence of value.



FINANCIAL ASSETS STATED AT FAIR VALUE THROUGH PROFIT OR LOSS

This category comprises securities “held for trading”, which have been acquired with the
intention to be sold over the short term. Derivatives with positive market values are also
classified as “held for trading” unless they form part of a hedging relationship in accordance
with 1as 39. They are stated at fair value. Changes in value are recognised in profit or loss.
Securities are derecognised after disposal on the settlement date.

FINANCIAL ASSETS AVAILABLE FOR SALE

This category comprises non-derivative financial assets which have been determined to be
available for sale or are not classified into any of the categories mentioned above. They are
initially measured at fair value. This category includes, for example, equity instruments such
as investments in (non-consolidated) affiliated companies.

Basically, financial instruments belonging to this category are subsequently measured at fair
value. Changes in fair value arising on subsequent measurement are recorded in the revalua-
tion reserve and not recognised in profit or loss. Only at the time of disposal are the realised
gains or losses recorded in profit or loss. If there are objective indications of an impairment
on the balance sheet date, a non-scheduled depreciation to the fair value is to be recognised.
The amount recorded in the revaluation reserve is derecognised and recognised in profit or
loss. Subsequent impairment reversals with equity instruments measured at fair value are
not recognised in profit or loss.

In the case of financial instruments for which there are no active markets which provide fair
values to be determined reliably, such financial instruments are stated at acquisition cost.
This applies to investments in (non-consolidated) affiliated companies and equity invest-
ments. Impairments are accounted for by non-scheduled depreciation to lower values with
recognition in profit or loss. Such a depreciation may not be reversed. Shares and investments
are derecognised upon disposal to a party outside the Group. Securities are derecognised after
disposal on the settlement date.

CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL LIABILITIES CARRIED AT AMORTISED COST

All financial liabilities with the exception of derivative financial instruments are stated at
amortised cost applying the effective interest method. Liabilities are derecognised on settle-
ment or if the reasons for recognising a liability no longer apply.

FINANCIAL LIABILITIES STATED AT FAIR VALUE THROUGH PROFIT OR LOSS

This category comprises derivative financial instruments with negative market values which
are essentially classified as “held for trading”. This rule does not apply to derivatives which
are part of a hedging relationship in accordance with 1as 39.

DERIVATIVES
Derivatives are stated at their market value. Changes in market value are recognised in profit
or loss. Derivatives are derecognised on the settlement date.

CUSTOMER-SPECIFIC CONSTRUCTION CONTRACTS

Customer-specific construction contracts are recognised according to the percentage of com-
pletion method. Services rendered, including the pro rata result, are disclosed in revenues in
accordance with the stage of completion. Contracts are disclosed under receivables or liabili-
ties from percentage of completion. If, in the individual case, cumulative work (contract costs
and contract result) exceeds the advance payments received, the construction contracts are
capitalised under receivables from customer-specific construction contracts. If the balance
after deduction of advance payments received is negative, this obligation from construction
contracts is recognised as a liability from customer-specific construction contracts.



INVENTORIES

In accordance with 1as 2, assets that are designated for sale in the normal course of busi-
ness (finished goods and merchandise), are in the process of being produced for sale (work
in progress) or are used in production or the rendering of services (raw materials and sup-
plies) are recorded under inventories.

Inventories are valued at average cost or at the lower net realisable value. In addition to direct
costs, production costs also include reasonable proportions of fixed and variable material and
manufacturing overheads as long as they occur in connection with the production process.
The same applies to general administrative expenses, pension and support expenses as well
as other social expenses. Variable overheads are computed on the basis of actual capacity
and fixed overheads on the basis of normal capacity. Borrowing costs are not included. The
net realisable value corresponds to the estimated selling price less the costs that are yet to
be incurred until completion as well as the necessary selling expenses.

CASH ON HAND AND BALANCES WITH BANKS

This item includes cheques, cash on hand and balances with banks. It also includes finan-
cial investments with a maturity of generally not more than three months counting from
the time of acquisition.

PROVISIONS FOR PENSIONS AND SIMILAR OBLIGATIONS

The provisions for pensions and similar obligations are computed in accordance with actu-
arial principles applying the projected unit credit method. The discount factor is computed
on the basis of the yields available on the reporting date for first-rank corporate bonds. First-
rank corporate bonds are those bonds that have an aa rating. Essentially, the corporate bonds
to be applied are those which correspond to the anticipated maturity and currency of the
pension obligations. As the availability of correspondingly long-term corporate bonds at the
balance sheet date was insufficient, the term-congruent interest rate in such cases was deter-
mined by means of extrapolation. Also, future expected salary and pension increases as well
as cost increases regarding health care benefit commitments are taken into account. Insofar
as plan assets exist, such assets are offset against the related provisions.

In accordance with 1as 19, actuarial gains and losses are either booked immediately without
recognition in profit or loss or recognised according to the corridor method. In the K+s GROUP,

actuarial gains and losses are treated according to the corridor method. In accordance with
this method, they are only recorded in the income statement insofar as they exceed the 10 %
corridor (the maximum of 10 % of obligations and 10 % of plan assets). In the following years,
the excess amount is spread over the average remaining working lives of active employees
and recognised in profit or loss.

MINING AND OTHER PROVISIONS

Provisions are recognised in an amount corresponding to the extent to which they are
expected to be used for discharging present obligations in relation to third parties arising
from a past event. Such utilisation must be more probable than improbable and it must be
possible to reliably estimate the amount of the obligations. Non-current provisions with a
residual maturity of more than one year are discounted applying a term-congruent capital
market taking into account future cost increases insofar as the interest rate effect is material.

DEFERRED TAXES

In accordance with 1as 12, deferred taxes are determined using the balance sheet liability
method that is commonly accepted internationally. This results in the recognition of deferred
tax items for all temporary differences between the tax values and the values in the consoli-
dated balance sheet as well as for tax loss carryforwards. However, deferred tax assets are
only recognised to the extent that it is probable that they will be realised. Deferred taxes are
measured applying the tax rates that, under current laws, would apply in the future when the
temporary differences will probably be reversed. The effects of changes in tax legislation on
deferred tax assets and liabilities are recognised in profit or loss in such period in which the
material conditions causing such amendment to enter into force arise. Deferred tax assets
and liabilities are not discounted applying the rules contained in 1as 12. Deferred tax assets
and liabilities are offset within individual companies according to timing.

ACQUISITIONS

Business combinations are accounted for using the purchase method. In connection with the
revaluation of a company that has been acquired, all the hidden reserves and hidden liabili-
ties of the company that has been acquired are identified and assets, liabilities and contin-
gent liabilities are stated at their fair value (taking into account the exceptions regulated in
IFRS 3). Any resulting positive difference in relation to the costs of acquiring the company is
then capitalised as goodwill.



DISCRETIONARY ASSUMPTIONS AND ESTIMATES

DISCRETIONARY ASSUMPTIONS CONCERNING THE APPLICATION OF ACCOUNT-
ING AND VALUATION METHODS

Non-current intangible assets, property, plant and equipment and investment properties are
stated in the balance sheet at amortised cost. The under certain circumstances also allowed
alternative treatment of reporting them at fair value is not utilised.

ESTIMATES AND PREMISES CONCERNING THE APPLICATION OF ACCOUNTING

AND VALUATION METHODS

In terms of reason and amount, the values stated in the 1¥rs financial statements are in part

based on estimates as well as on the determination of certain premises. This is particularly

necessary in the case of

+ determining the useful lives of depreciable non-current fixed assets,

+ determining measurement premises and future earnings in connection with impairment
tests, especially for capitalised goodwill,

+ determining the net realisable value of inventories,

+ determining the premises necessary for the valuation of pension provisions (discount fac-
tor, future development of wages/salaries and pensions, anticipated yield of plan assets),

+ determining amounts, performance due dates and discount factors for the valuation of
provisions for mining obligations,

+ selecting parameters in connection with the model-based valuation of derivatives (e.g.
assumptions regarding volatility and interest rate),

+ determining the result of customer-specific construction contracts according to the per-
centage of completion method (estimate of contract progress, total contract costs, cost to
be incurred until completion, total contract revenues and contract risks),

+ determining the usability of tax loss carryforwards as well as

+ determining the fair value of intangible assets, property, plant and equipment as well as
liabilities acquired in connection with a business combination, and determining the use-
ful lives of the intangible assets and property, plant and equipment acquired.

Despite taking great care in producing such estimates, actual developments may differ from
the assumptions made.

CONSOLIDATED FINANCIAL STATEMENTS

FOREIGN CURRENCY TRANSLATION

In the single-entity financial statements of Group companies, all receivables and liabilities
denominated in foreign currencies are measured at the exchange rate applicable on the bal-
ance sheet date.

The annual financial statements of foreign Group companies are converted to euros in
accordance with the functional currency concept set forth in 1as 21. All companies conduct
their operations independently in financial, economic and organisational terms. The func-
tional currency generally corresponds to the local currency. Assets and liabilities are trans-
lated at the exchange rate prevailing on the balance sheet date. Income and expenses are
translated at quarterly average exchange rates. The resulting currency translation differ-
ences are recorded in equity without recognition in profit or loss. If Group companies are
no longer consolidated, the currency translation difference concerned is released and rec-
ognised in profit or loss.

In the case of 13 companies, the Us dollar, in deviation from the local currency, is used as the
functional currency, as these companies generate the majority of their cash inflows and cash
outflows in this currency. The us dollar is used in the case of the following companies: com-
PANIA MINERA PUNTA DE LOBOS LTDA., EMPRESA DE SERVICIOS S.A., EMPRESA MARITIMA
S.A., INAGUA GENERAL STORE LTD., INAGUA TRANSPORTS INC., INVERSIONES COLUMBUS
LTDA., INVERSIONES EMPREMAR LTDA., K+S FINANCE BELGIUM BVBA, MORTON BAHAMAS
LTD., SERVICIOS MARITIMOS PATILLOS S.A., SERVICIOS PORTUARIOS PATILLOS S.A., SOCIEDAD
PUNTA DE LOBOS S.A. and TRANSPORTE POR CONTAINERS S.A.



The translation of currencies important for the Group was based on the following euro
exchange rates:

EXCHANGE RATES TAB:5.9.11
2012 2011
Rate on Rate on
report- Average Average Average Average Average report- Average
ing date rate rate rate rate ratefor ingdate rate for

31.12. forQl forQ2 forQ3  forQ4 theyear 31.12. theyear

Exchange rate in
relationto €1

US dollar (USD) 1.319 1311 1.281 1.250 1.297 1.285 1.294 1.392
Canadian dollar (CAD) 1314 1313 1.295 1.245 1.285 1.284 1.322 1.376
Czech koruna (CZK) 25151  25.084 25296 25.082 25167 25149 25787 24.590
Brazilian real (BRL) 2.704 2.317 2.517 2.536 2.667 2.508 2.416 2.327
Chilean peso (CLP) 632256 640.882 635.733 602.868 619.954 624840 672246 672515
Great Britain pound (GBP) 0.816 0.834 0.810 0.792 0.807 0.811 0.835 0.868

In the year under review, translation differences of € (12.9) million on balance (previous year:
€ (2.0) million) were recorded in the income statement (e.g. measurement/realisation of
receivables and liabilities in a foreign currency), which were mainly shown in other operat-

Ing income or expenses.

EFFECTS OF NEW ACCOUNTING STANDARDS AND INTERPRETATIONS

NEW ACCOUNTING STANDARDS AND INTERPRETATIONS TAB:5.9.12
Endorsement?

(until

To be applied’ 31.12.2012)

Standard/Interpretation
Amendment 1AS 12 Recovery of underlying assets 1.1.2012 yes
First-time adoption of International

Amendment IFRS1 Financial Reporting Standards 1.7.2011 yes
Amendment IFRS1 Severe hyperinflation 1.7.2011 yes
Amendment IFRS7 Information on the transfer of financial assets 1.7.2011 yes

1 To be first applied according to IASB in the first reporting period of a financial year beginning on or after this date.
2 Adoption of the IFRS standards and interpretations by the EU Commission.

The new accounting standards are of no relevance to the 2012 consolidated financial state-
ments of the K+s GROUP.



NEW ACCOUNTING STANDARDS AND INTERPRETATIONS YET TO BE
APPLIED

The following accounting standards and interpretations were published by the 1asB up to
the balance sheet date, but their application by the x+s Group will only become manda-

tory at a later date.

NEW ACCOUNTING STANDARDS AND INTERPRETATIONS YET TO BE APPLIED TAB:5.9.13

Endorsement?
(until
To be applied’ 31.12.2012)
Standard/Interpretation
Amendment IAS1 Presentation of financial statements 1.7.2012 yes
Amendment 1AS 19 Employee benefits 1.1.2013 yes
Amendment  |AS 27 Separate financial statements 1.1.2013 yes
Amendment |AS 28 Investments in associates 1.1.2013 yes
Amendment 1AS 32 Offsetting financial instruments 1.1.2014 yes
Amendment IFRS1 Government loans 1.1.2013 no
Amendment |FRS 7 Disclosures — offsetting financial instruments 1.1.2013 yes
Amendment IFRS 7 Subsequent amendment to IFRS 9 1.1.2015 no
New IFRS 9 Financial instruments 1.1.2015 no
Amendment IFRS 9 Financial instruments 1.1.2015 no
New IFRS10  Consolidated financial statements 1.1.2013 yes
New IFRS 1 Joint arrangements 1.1.2013 yes
New IFRS 12 Disclosures of interests in other entities 1.1.2013 yes
IFRS 10,
12and
Amendment |AS 27 Investment entities 1.1.2014 no
IFRS 10,
Amendment 11,12 Transition guidance 1.1.2013 no
New IFRS 13 Fair value measurement 1.1.2013 yes
Stripping costs in the production
New IFRIC 20  phase of a surface mine 1.1.2013 yes
Improve-
ments Collective standard for the amend-
New 201 ment of several I[FRSs 1.1.2013 no

* To be first applied according to IASB in the first reporting period of a financial year beginning on or after this date.
2 Adoption of the IFRS standards and interpretations by the EU Commission

CONSOLIDATED FINANCIAL STATEMENTS

IAS 1 “PRESENTATION OF FINANCIAL STATEMENTS”

The amendment basically involves a formal restructuring of the statement of comprehen-
sive income as well as a separation of other earnings not recognised in profit or loss into
elements which will be or will not be in future reclassified into the income statement. The
effects of the amendments to 1as 1 have no significant influence on the consolidated finan-
cial statements of the K+s GROUP.

IAS 19 “EMPLOYEE BENEFITS”

The amendment basically involves the abolition of the corridor method and the immediate
recognition of actuarial gains and losses in other earnings, a planned interest calculation on
plan assets at the discount rate of the provision obligation, as well as expanded notes. These
amendments will impact the amount of provisions for pensions and similar obligations,
equity, deferred taxes and net interest expenses from pension commitments. The definition
of termination benefits due to the cessation of work contracts was also adjusted, making an
adjustment to the provision for obligations for partial retirement necessary.

k+s will apply amended 1as 19 from financial year 2013. The changes are to be applied retro-
actively from the beginning of the comparative period, i.e. from 1January 2012. In detail, the

following adjustments are expected:

EXPECTED EFFECTS OF AMENDED IAS 19

AS OF 1 JANUARY 2012 TAB: 5.9.14
1.1.2012
old new Change
in € million
Balance asset (+) /provision for pensions (-) (66.1) (136.1) (70.0)
Provisions for partial retirement (211 (16.4) 4.7

Taking into account the effects of deferred taxes, equity will be reduced accordingly as of
1January 2012.



The figures as of 31 December 2012 can be expected to change as follows:

EXPECTED EFFECTS OF AMENDED IAS 19

AS OF 31 DECEMBER 2012 TAB: 5.9.15
31.12.2012
old new Change
in € million
Balance asset (+) /provision for pensions (=) (38.2) (152.7) (114.5)
Provisions for partial retirement (14.0 (13.7) 0.3

The increase in provisions for pensions and/or the reduction in any asset will — taking into
account the effects of deferred taxes —result in a corresponding decrease in other comprehen-
sive income and, therefore, in equity. As a result of the renewed proportionate allocation, with
recognition in profit or loss, of the previous reduction in the provisions for partial retirement,
EBIT I for 2012 will decline by € 4.4 million. Furthermore, the changes will impact —to a lesser
extent —net taxes and net interest income as well as earnings from discontinued operations.

IAS 27, IAS 28, IFRS 10, IFRS 11, IFRS 12 — “CONSOLIDATION”

As part of the revision of the relevant provisions on consolidation, three new standards were
published: 1Frs 10 “Consolidated financial statements”, 1Frs 11 “Joint arrangements” and
IFRS 12 “Disclosure of interests in other entities”. At the same time, follow-up amendments
to 1as 27 “Separate financial statements” and 1as 28 “Investments in associates” were made.

IFRS 10 contains a new definition of the concept of “control”, which is to be taken into account
in determining the companies to be included in the consolidated financial statements. In
IFRS 11, the accounting of arrangements under joint control is regulated. In 1FRs 12, the dis-
closure obligations for investments in subsidiaries, joint arrangements, associated compa-
nies and non-consolidated structured companies are summarised in a single standard. The
impact of the amendments on the consolidated financial statements of the k+s GrouP is
currently being examined.

IFRS 9 “FINANCIAL INSTRUMENTS”

IFRS 9 has the objective of completely replacing the current standard for the accounting of
financial instruments, 1as 39 “Financial instruments: Recognition and Measurement”. The
project is split into three phases. Phase 1 deals with the classification and measurement of
financial assets and liabilities. Phase 2 is concerned with the impairment of financial assets
and liabilities as well as amortised cost. In Phase 3, the accounting treatment of hedging rela-
tionships is being revised. A standard amendment published in December 2011 is aimed at
postponing the initial adoption until 1January 2015. The impact of 1FRrs 9 on the consolidated
financial statements of the x+s GROUP is currently being examined.

IFRIC 20 “STRIPPING COSTS IN THE PRODUCTION PHASE OF A SURFACE MINE”
IFRIC 20 presents the conditions under which stripping costs of a surface mine are an asset
and how the asset is to be measured for the first time and subsequently. From today’s per-
spective, the interpretation has no significant influence on the consolidated financial state-
ments of the K+s GROUP.

The other accounting standards and interpretations do not, from today’s perspective, have
any impact on the consolidated financial statements of the k+s GROUP.

NOTES TO THE INCOME STATEMENT AND THE STATEMENT OF
COMPREHENSIVE INCOME

The income statement and the statement of comprehensive income are presented on page 156.

Unless stated otherwise, the notes to the income statement refer to the continued operations
of the k+s GROUP. In accordance with 1FRrs 5, due to its divestment, the NITROGEN business
is stated as a “discontinued operation”. The income statement’s comparative figures have
been adjusted accordingly.

The x+s GROUP uses derivatives to hedge risks arising from changes in market prices. The
hedging strategy is described in greater detail in Note (18). No hedging relationship in accord-
ance with 1as 39 is established between the derivatives and the underlying transactions
described with the result that market value fluctuations of outstanding derivatives have to



be recognised in profit or loss on each balance sheet date. Effects on earnings also derive from
the exercise/settlement, sale or expiry of derivatives used for hedging purposes.

In the income statement, the effects from hedging transactions are shown, depending on the
purpose of the hedge, in the following items:

A) EARNINGS FROM OPERATING FORECAST HEDGES

All effects on earnings arising from the forecast hedging of transactions which will be rec-

ognised in profit or loss in future periods or arising from the hedging of future translation

risks are combined in this earnings line item. “Forecast” relates to underlying transactions

which are expected with high probability, but have not yet been recognised in the balance

sheet or income statement. The word “operating” relates to underlying transactions which

will have effects on EBIT. Significant cases of application are

+ the hedging of expected UsD revenues

+ the hedging of anticipated capital expenditure in the Canadian dollar for the Legacy Project

+ the hedging of the earnings effects from the translation of earnings in a functional for-
eign currency into euros (translation risks)

B) OTHER OPERATING INCOME/EXPENSES

In these items the effects on earnings arising from the hedging of already existing foreign
currency receivables are reported (e.g. the hedging of UsD receivables against foreign cur-
rency fluctuations by means of a usp/EUR forward transaction).

C) FINANCIAL RESULT

Effects on earnings from the hedging of underlying transactions relating to financing, whose
effects do not influence EBIT either in the current financial year or in future financial years,
are shown in the financial result.

The internal management of the K+s GROUP is based, among other things, on operating
earnings EBIT I. This differs from eBIT 11 shown in the income statement in that no account
is taken of market value fluctuations from operating forecast hedges which arise during the
life of the hedging instrument on the basis of the market valuation prescribed in accordance
with 1as 39. Consequently, the following effects are to be eliminated from the “Earnings from
operating forecast hedges” shown in the income statement:

CONSOLIDATED FINANCIAL STATEMENTS

INCOME/EXPENSE FROM MARKET VALUE CHANGES OF OPERATING FORECAST
HEDGES STILL OUTSTANDING

Until maturity, hedges are valued at market value as of every balance sheet date. A deviation
from the carrying amount is recognised as income or expense.

NEUTRALISING OF MARKET VALUE FLUCTUATIONS OF REALISED OPERATING
FORECAST HEDGES, RECOGNISED IN EARLIER PERIODS

At the time of realisation, the carrying amount of the hedge is to be derecognised. Realisa-
tion occurs through the exercise /settlement, expiry or sale of the hedging instrument. The
difference between the realised amount and the carrying amount results in the income or
expense of the current period. Since EBIT 1 is to show earnings free of influences from market
valuation in accordance with 1as 39, market value fluctuations from earlier periods included
in the carrying amount are to be eliminated.

In the case of hedging the exchange rate for anticipated capital expenditure in the Canadian
dollar, not only are the aforementioned positions to be eliminated but so are all the earnings
effects from determining £B1T 1. As the hedged underlying transactions (investments in the
Canadian dollar) are only recognised in EBIT I with a delay by means of depreciation, the
disclosure — as a result of the absence of the earnings effects from the underlying transac-
tion — of the earnings effects of these hedging transactions upon maturity on BIT 1 would
not result in the determination of earnings for the relevant period of time.



RECONCILIATION RESULT

(2) OTHER OPERATING INCOME

FROM OPERATING FORECAST HEDGES IN EBIT | TAB:59.16  Qther operating income includes the following material items:
Notes 2012 2011
in € million OTHER OPERATING INCOME TAB: 5.9.17
Result from operating forecast hedges 4 49 7.2
P 2 . 4] (2) 2012 2011
Income (-) /expenses (+) from market value changes _ -
of operating forecast hedges still outstanding (9.5) 252 in € million
Neutralising of market value changes of realised Gains from exchange rate differences /hedging transactions 63.1 80.2
operating forecast hedges recognised in earlier periods (28.5) (1.8) Reversals of provisions 37.6 405
Result from operating forecast hedges included in EBIT | (33.1) 16.2 Compensation and refunds received 112 181
Reversals of allowances for receivables 103 14
Income from disposal of property, plant and equipment and intangible assets 9.4 2.7
The result from operating forecast hedges included in EBIT I corresponds — due to the elim- ~ ncome from rental and leasing 31 a8
ination of all market value fluctuations during the term — to the value of the hedge at the — of which investment properties 0.2 0.1
. N . . . Sundry income 232 18.7
time of realisation (the difference between the spot rate and hedging rate), and, in the case Y -
. . . . X . . Other operating income 157.9 164.0
of option transactions, less the premiums paid or plus the premiums received. Essentially,
the effects of the exchange rate hedging of anticipated capital expenditure in the Canadian
dollar are not recognised in EBIT I (see above).
(3) OTHER OPERATING EXPENSES
The reconciliation of EBIT 11 to operating earnings EBIT I by eliminating the aforementioned = Other operating expenses include the following material items:
effects is presented in a separate calculation below the statement of comprehensive income.
OTHER OPERATING EXPENSES TAB: 5.9.18
(1) REVENUES
. ] 2012 2011
The revenues generated by the x+s GROUP amounted to € 3,935.3 million (previous year: . .
in € million
€ 3,996.8 million), with € 3,776.5 million (previous year: € 3,839.3 million) resulting from the |- fom exchange rate differences/ hedging transactions 651 784
sale of goods, € 151.9 million (previous year: € 157.5 million) resulting from the rendering of ~ ancillary capital expenditure costs 16.8 5.5
services and € 6.9 million (previous year: € o million) from accruals for customer-specific con-  Losses from disposal of fixed assets 12.5 41
struction contracts. The breakdown of the revenues by business unit as well as intersegment Expenses /refunds for disused plants and maintenance of Merkers 11.9 13.5
revenues are presented in the segment information on page 166. The regional breakdown of ~ Expenses unrelated to the period 9.0 6.2
the revenues is disclosed in the Notes to the segment reporting under Note (35). fiantia et iementexpenses 49 2
Write-downs on trade receivables 47 9.7
Depreciation 41 8.4
Damages 24 18
Expenses related to leased investment properties 21 1.8
Consultancy, expert opinion and lawyers’ fees 0.6 35
Allocations /utilisation of other provisions (6.1) (7.7)
Sundry expenses 19.7 241
Other operating expenses 147.7 159.0




(4) RESULT FROM OPERATING FORECAST HEDGES

RESULT FROM OPERATING FORECAST HEDGES

TAB: 5.9.19

(5) NET INTEREST INCOME

NET INTEREST INCOME TAB: 5.9.20
2012 2011 2012 2011
in € million in € million
Result from the realisation of currency hedging transactions (4.1) 184 Interest and similar income from securities 12.7 1.0
—of which positive earnings contributions 214 47.7 Interest from credit institutions 4.7 7.1
— of which negative earnings contributions (25.5) (29.3) Interest income pension provisions 0.8 13
Result from the realisation of freight rate hedging transactions (0.5) (0.4) Interest and similiar income 3.0 41
Result from realised hedging transactions (4.6) 18.0 Interest income 21.2 135
Market value changes from hedging transactions yet to reach Interest expenses bond (47.1) (38.7)
g Ty (el el waniliipe e evemues fn USD) 129 (22 Interest component from measurement of provisions for mining obligations (38.9) (21.9)
— of which positive market value changes 17.2 4.5 Interest expenses pension provisions (75) (52)
micfidhlchlveeatvelakehal EE igEy (43) 25 Interest expenses partial retirement /provisions for jubilee bonuses (5.7) (4.5)
Market value changes from hedging transactions yet to ; e
reach maturity (related to anticipated capex in CAD) (2.7) — Sundry interest and similar expenses (7.5) (84)
— of which positive market value changes 1.8 — Interestexpenses (106.7) (78.7)
—of which negative market value changes (4.5) — Interesfiincomennet (855) (652)
Market value changes for freight rate hedging transactions yet to reach maturity (0.7) (1.0)
Result from market value changes for hedging
transactions yet to reach maturity 9.5 (25.2)  The “Interest expenses/income pension provisions” comprises interest expenses (“accumu-
Result from operating forecast hedges 49 (7.2)  Jation”), plan income as well as the amortisation of actuarial gains or losses.

/ MORE INFORMATION ON “RESULT FROM OPERATING FORECAST HEDGES” can be found in the ‘Notes

to the income statement and the statement of comprehensive income’ on page 182.

The “Interest component from measurement of provisions for mining obligations” consists

of the balance of the following items:

INTEREST COMPONENT FROM MEASUREMENT

OF PROVISIONS FOR MINING OBLIGATIONS TAB:5.9.21
2012 2011

in € million
Interest effect from the change in the discount factor for mining provisions (14.2) =
Increase in mining provisions due to expiry (“accumulation”) (27.1) (25.0)
Interest effect from the reversal of mining provisions 24 31
Interest component from measurement of provisions for mining obligations (38.9) (21.9)




(6) OTHER FINANCIAL RESULT

OTHER FINANCIAL RESULT TAB: 5.9.22
2012 2011

in € million
Result from realisation of financial assets/liabilities (0.7) 0.3
Result from valuation of financial assets/liabilities 6.6 0.7
Other financial result 5.9 1.0

(7) TAXES ON INCOME

TAXES ON INCOME TAB: 5.9.23
2012 2011

in € million
Current taxes 231.0 2146
—Germany 2029 1819
—outside Germany 281 327
Deferred taxes (32.6) (5.3)
—Germany 0.8 109
—outside Germany (33.4) (16.2)
—of which from loss carryforwards (7.8) (2.2)
Taxes on income 198.4 209.3

Deferred taxes in Germany were calculated using a tax rate of 28.5 % (previous year: 28.4 %).
In addition to the corporate income tax rate of 15.0% and the solidarity surcharge of 5.5 %,
an average trade tax rate of 12.7% (previous year: 12.6 %) was taken into account. Deferred
taxes in other countries are computed applying the respective national profit retention

income tax rates.

The following table reconciles the anticipated to the actual tax expense. The anticipated

income tax expense was calculated based on a domestic Group income tax rate of 28.5%

(previous year: 28.4 %).

RECONCILIATION OF TAXES ON INCOME TAB: 5.9.24
2012 2011
in € million
Earnings before income taxes 766.9 818.6
Anticipated income tax expense (Group tax rate: 28.5%; previous year: 28.4 %) 218.6 232.5
Changes in anticipated tax expense:
Reduction in tax resulting from tax-exempt income and other items
—Tax-exempt income from investments and profits on disposals (3.8) (1.9)
— Other tax-exempt income (23.4) (23.6)
Trade tax additions /reductions 2.0 15
Increase in tax resulting from non-tax-deductible expenses and other items 4.7 7.9
Allowances on /non-recognition of deferred tax assets 11 3.2
Effects from tax rate differences (10.5) (8.3)
Effects from tax rate changes 5.4 13
Taxes for preceding years 37 (1.3)
Other effects 0.6 (2.0)
Actual tax expense 198.4 209.3
Tax rate 25.9% 25.6%
(8) COST OF MATERIALS
COST OF MATERIALS TAB:5.9.25
2012 2011
in € million
Raw materials, supplies and purchased merchandise 3739 388.4
Purchased services 4533 5314
Energy costs 3141 2771
Cost of materials 1,141.3 1,196.9




(9) PERSONNEL EXPENSES/EMPLOYEES

The pension expenses do not include the interest component in the allocations to pen-
sion provisions. This is reported as an interest expense or an interest income in net inter-

PERSONNEL EXPENSES TAB: 5.9.26 est income.
2012 2011 _ ) -
€ million Personnel expenses include amounts totalling € 0.4 million that are unrelated to the report-
Wages and salaries 794.6 774.4 ing period.
Social securities 158.1 154.5
Pension expenses 29.2 33.1 EMPLOYEES INCLUDING TEMPORARY EMPLOYEES TAB: 5.9.27
Personnel expenses 981.9 962.0
2012 2011
Average number (FTE)
/ MORE INFORMATION ON PERSONNEL EXPENSES can be found in the ‘Employees’ section in the Manage- Germany 10,024 9854
ment Report. Information on the “Long-term Incentive Programme” can be found in the Remuneration Report on -
Outside Germany 4,312 4,301
page 44.
Total 14,336 14,155
—of which trainees 538 547
In 2010, the k+s GROUP introduced a “Long-term Incentive (LT1) Programme” based on key
figures. It is based on a multi-annual assessment base in accordance with the value contri-
butions achieved. In 2012, personnel expenses totalling € 17.1 million were recorded for the ~ (10) EARNINGS PER SHARE
LTI Programme as an allocation to provisions (previous year: € 23.4 million).
EARNINGS PER SHARE TAB: 5.9.28
Under the expired stock option programme, the Board of Executive Directors and certain 2012 2011
managerial personnel could use part of their performance-related remuneration for a basic ;. ..~
investment in K+s shares. By acquiring such basic shares, the participants received virtual Group earnings after taxes and minority interests 667.6 564.3
options that trigger a cash payment when exercised. The amount of the cash payment is — thereof continued operations 568.0 608.8
determined according to the excess performance of the k+s share in relation to the refer- —thereof discontinued operations 99.6 (44.5)
ence index. No provisions exist for stock options that had not yet been exercised as of the ~ Average number of shares (million) 191.40 19133
balance sheet date (previous year: € 2.6 million (see Note (23)). Earnings per share in € (undiluted = diluted) 3.49 2.95
— thereof continued operations (€) 2.97 3.18
. o — thereof disconti [ 52 2
Under the employee share ownership programme, K+s GROUP employees have the possibility thereof discontinued operations (€) 05 (0.23)
.. . . . . Group earnings after taxes, adjusted’ 639.7 581.8
of acquiring k+s shares at a discount. A one-year vesting period applies to employee shares. - - -
Th +ated at fai lue.E totall i ) i Earnings per share in €, adjusted’ 3.34 3.04
ey are stated at fair value. Expenses totalling € 1.2 million (previous year: € 2.1 million) were
) y ] ) i P 8 ) (p y ) ) Group earnings from continued operations, adjusted’ 540.8 625.6
incurred in connection with the employee share ownership programme enacted in 2012. =T e e e A e e, 2 s () .83 327

1 The adjusted key figures only include the result from operating forecast hedges of the respective reporting period reported in EBIT I,
which eliminates effects from changes in the market value of the hedges (see also ‘Notes to the income statement and the statement of
comprehensive income’ on page 182). Related effects on deferred and cash taxes are also eliminated; tax rate for 2012: 28.5% (2011: 28.4 %).



In accordance with 1as 33, earnings per share are to be determined on the basis of Group
earnings. Given the limited economic meaningfulness of unadjusted Group earnings, we
additionally report adjusted Group earnings, which only contain the result from operating
forecast hedges of the respective reporting period included in EBIT 1.

Undiluted, adjusted earnings per share are computed by dividing adjusted Group earnings
after taxes and minority interests by the weighted average number of shares outstanding. As
none of the conditions resulting in the dilution of earnings per share exist in the case of k+s
at the present time, undiluted earnings per share correspond to diluted earnings per share.
All income and expenses of the NITROGEN business, which is classified as a discontinued
operation, were reclassified and taken into account in earnings per share from discontinued
operations. Comparative periods were adjusted in accordance with 1FRrs 5.

NOTES TO THE BALANCE SHEET

The balance sheet is presented on page 158. The development of the gross carrying amounts
and the depreciation /amortisation of the individual fixed asset items is shown separately
on page 160.

(11) INTANGIBLE ASSETS

The amortisation for the financial year is disclosed in the income statement in line with the
use of the assets concerned under the following items:

+ Cost of sales

+ Selling expenses

+ General and administrative expenses

+ Research and development costs

+ Other operating expenses

The goodwill from acquisitions disclosed in the consolidated balance sheet is allocated to
the following cash-generating units (ccus):

BREAKDOWN OF GOODWILL BY CASH-GENERATING UNIT TAB: 5.9.29
2012 2011

in € million
CGU Salt America 610.3 619.0
CGU Potash and Magnesium Products 187 186
CGU Salt Europe 133 133
CGU Nitrogen Fertilizers — 0.5
Total goodwill 642.3 651.4

The Salt business unit is divided into the cash-generating units Salt America and Salt Europe.
The decrease in the goodwill allocated to the Salt America cGU is based predominantly on
effects of the foreign currency translation on the balance sheet date.

In connection with the testing of goodwill for impairment, the residual carrying amounts for
the respective cash-generating units were compared with their value in use. The determina-



tion of the values in use was based on the present value of the future cash flows of the busi-
ness units assuming continued use. The cash flow forecast is based on the current medium-
term planning of the k+s GROUP or the respective business units. The key premises under-
lying the medium-term planning are largely based on own experience figures. The forecast
period covers the years 2013 to 2015. Moreover, a growth rate of 2.0 % (previous year: 2.0 %)
for nominal cash flows from the year 2016 was assumed to compensate for inflation with
respect to costs and revenues after the end of the detailed planning period.

The following discount factors were applied as at the end of the financial year:

DISCOUNT FACTORS IMPAIRMENT TEST TAB: 5.9.30
2012 2011
before taxes aftertaxes  before taxes after taxes

Interest rates in %
CGU Salt America 8.7 6.4 8.6 6.3
CGU Potash and Magnesium Products 8.7 6.4 8.6 6.3
CGU Salt Europe 8.7 6.4 8.6 6.3

The interest rates for the cash-generating units correspond to the weighted cost of capital
for the k+s GrouUP before and after taxes.
/ A COMPUTATION OF THE COST OF CAPITAL can be found in the Management Report on page 98.

The impairment tests conducted at the end of financial year 2012 confirmed that the good-
wills were not impaired. According to our estimate, realistic changes in the fundamental
assumptions on which determining the values in use is based would not result in the carry-
ing amount of the particular cash-generating unit exceeding its value in use.

In connection with the event-related testing for impairment of the intangible assets with a
finite useful life in the previous year, the residual carrying amounts for the respective assets
were compared with their value in use as of the balance sheet date. The impairment tests
conducted at the end of financial year 2011 had required recognition of a write-down total-
ling € 1.2 million which was recorded under other operating expenses.

CONSOLIDATED FINANCIAL STATEMENTS

Brand rights totalling € 99.7 million (previous year: € 101.3 million) are, in view of their level of
awareness in the relevant sales markets as well as their strategic relevance, classified as assets
with indefinite useful lives. These brand rights are fully allocated to the Salt America cGu.

The impairment test of the brand rights with indefinite useful lives, which must be con-
ducted on an annual basis, was carried out by comparing the values in use of the brands
with the carrying amounts. The value in use was determined using the relief-from-royalty
method, which derives the brand value from the licence costs saved. The brand-specific rev-
enues for the years 2013 —2016 were determined on the basis of the corporate planning, and
an annual growth rate of 2.0 % (previous year: 2.0 %) was assumed for the period from 2017.
The applicable licence prices for the brands were derived from third-party comparisons.
The value in use was then determined by discounting the licence costs saved with a risk-
adjusted after-tax interest rate of 9.4% (previous year: 9.3 %). The impairment test on the
brands carried out on this basis at the end of the financial year 2012 did not result in any
impairment charges.

(12) INVESTMENT PROPERTIES

As of 31 December 2012, the fair values of investment properties amounted to € 22.0 million
(previous year: € 25.4 million). The fair values were estimated by internal specialist depart-
ments on the basis of local market conditions. In determining the values, particular account
was taken of local property valuation records and, in part, of external valuation reports.

(13) FINANCIAL ASSETS

An amount of € 14.9 million (previous year: € 14.7 million) included in financial assets is
accounted for by investments in affiliated companies, loans to affiliated companies as well
as other equity investments. Of this, € 1.0 million (previous year: € 1.2 million) relates to other
loans (mainly to employees) and other financial assets. The effective annual rates of inter-
est range between o and 6.25% and the remaining fixed interest period ranges between
1year and 20 years.

The maximum default risk as of the balance sheet date corresponds to the amount stated in
the balance sheet. There is no specific evidence that would suggest the occurrence of events
of default. There are no significant concentrations of default risk.



(14) SECURITIES AND OTHER FINANCIAL INVESTMENTS

SECURITIES AND OTHER FINANCIAL INVESTMENTS TAB: 5.9.31
2012 2011

in € million
Securities and other financial investments (non-current) 4995 58.5
Securities and other financial investments (current) 435.0 315.0
Securities and other financial investments 934.5 373.5

This item comprises various investments (e.g. commercial papers, bonds, term deposits
with credit institutions, promissory notes, investment funds, credit-linked notes), which, in
accordance with 1as 39, are classified as “Loans and receivables” or “Available-for-sale finan-

cial assets”.

(15) DEFERRED TAXES
The following capitalised deferred tax assets and liabilities relate to recognition and meas-
urement differences for individual balance sheet line items and tax loss carry-forwards:

DEFERRED TAXES TAB: 5.9.32
Deferred tax assets Deferred tax liabilities
2012 2011 2012 2011

in € million
Intangible assets 6.0 6.4 111.0 116.3
Property, plant and equipment 232 18.5 369.7 341.0
Financial assets — = — 0.4
Inventories 4.5 2.2 6.4 12.8
Receivables and other assets 33 37 157 28.1
—of which derivative financial instruments — — 5.5 13
Provisions 1389 108.4 0.9 0.9
Liabilities 12.2 16.7 5.8 2.6
Gross amount 188.1 155.9 509.5 502.1
—of which non-current 157.5 132.8 4927 480.2
Tax loss carryforwards 471 387 — =
Impairments — (0.1) - -
Consolidation 136 126 (4.3) (8.0)
Balances (200.5) (151.8) (200.5) (151.8)
Balance sheet carrying amount (net) 48.3 55.3 304.7 3423

Deferred taxes totalling € 14.6 million (previous year: € 13.7 million) were not capitalised
because the utilisation of the underlying loss carryforwards or the realisation of taxable
income appears unlikely. The underlying loss carryforwards amount to € 141.8 million (pre-
vious year: € 103.6 million). The utilisation of tax credits totalling € 6.4 million is considered
unlikely and therefore not capitalised.

In the year under review, deferred taxes of € 0.5 million (previous year: € (0.3) million) allo-
cable to foreign currency translation were recorded in other earnings.

The deferred taxes reported in the balance sheet as of 31 December 2012 declined by a net
€ 30.6 million (previous year: € 83.2 million) and comprise a decrease of € 7.0 million in deferred



tax assets (previous year: € 2.5 million) and a decrease of € 37.6 million in deferred tax liabili-
ties (previous year: increase of € 80.7 million).

Taking into account the deferred taxes € (0.5) million (previous year: € (0.3) million) offset
directly against equity without recognition in profit or loss in the year under review, cur-
rency-related effects of € 2.8 million (previous year: € (8.4) million) and the derecognition of
deferred taxes of € (4.3) million (previous year: incl. compo € 4.3 million) recognised in profit
or loss and reported in the discontinued operations due to the divestment of the NITROGEN
business, this gives rise to deferred tax income of € (32.6) million disclosed in the income
statement. Moreover, in the previous year, the recognition, without effect on profit or loss, of
deferred taxes of € (84.1) million deriving from the first-time consolidation of POTASH ONE
gave rise to deferred tax income of € (5.3) million.

Temporary differences of € 249.5 million (previous year: € 282.6 million) are related to shares
in subsidiaries for which no deferred tax liabilities are accrued in accordance with 1as 12.39.

(16) INVENTORIES

INVENTORIES TAB: 5.9.33
2012 2011

in € million
Raw materials and supplies 176.1 157.1
Work in progress 17.0 182
Finished products and merchandise 494.8 554.7
Inventories 687.9 730.0

Inventories of € 43.2 million (previous year: € 28.2 million) were stated at net realisable value.
The reporting of net realisable value resulted in write-downs of € 2.2 million (previous year:
€ 1.6 million) during the period under review.

(17) RECEIVABLES AND OTHER ASSETS

RECEIVABLES AND OTHER ASSETS TAB: 5.9.34
of which of which
residual term residual term
2012 >1year 2011 >1year
in € million

Accounts receivable —trade 770.3 — 928.8 =
Receivables from affiliated companies 119 — 145 -
Other assets 245.7 913 198.8 62.7
—of which derivative financial instruments 28.7 2.5 151 3.0

—of which claim for
reimbursement bond Morton Salt 19.0 189 19.6 19.4
Receivables and other assets 1,027.9 91.3 1,142.1 62.7

The allowances for trade receivables, other receivables and other assets have developed as
follows:

ALLOWANCES TAB: 5.9.35
2012 2011

in € million
Balance as of 1January 28.2 36.0
Change in scope of consolidation (4.3) (6.0)
Addition 4.7 12.4
Reversal 10.3 18
Utilisation 17 124
Balance as of 31 December 16.6 28.2

Allowances of € 14.8 million (previous year: € 27.1 million) were disclosed for the trade receiva-
bles portfolio as at 31 December 2012. Of this, € 1.8 million (previous year: € 1.1 million) result
from allowances for other receivables and other assets. The allowances are based on the antic-
ipated risk of default. If receivables have a residual term of more than three months, they are
discounted applying money market rates as of the balance sheet date.



As at 31 December 2012, non-interest-bearing and low-interest receivables were written down
by € 0.2 million (previous year: € 0.6 million).

The following table provides information about the extent of the risks of default contained
in the items “Accounts receivable — trade” as well as “Other receivables and non-derivative
financial instruments”.

DEFAULT RISKS TAB: 5.9.36
of which
neither
overdue
nor adjust-
ed as of
Carrying  the report- of which unadjusted but overdue
amount ing date as of the reporting date since
>31and >91and
<30 days <90days <180days >180days
in € million
2012
Accounts receivable —trade 770.3 700.9 286 10.3 17 0.1
Other receivables and
non-derivative financial
instruments 145.2 1133 17 33 3.4 8.3
2011
Accounts receivable —trade 928.8 631.6 451 7.3 4.1 42
Other receivables and
non-derivative financial
instruments 1239 107.4 0.7 0.2 0.1 0.1

The risk of default is the risk of a contractual partner failing to discharge its contractual pay-
ment obligations. Customer receivables are to the largest extent secured against a default
risk by means of appropriate insurance coverage and other hedging instruments. Across the
Group, 86 % of all insurable receivables are hedged against a default. This ensures that only
a low partial loss is incurred in the event of default. An internal credit check is conducted in
the case of customers for whom such cover cannot be obtained. There is no significant con-
centration of risk with respect to receivables.

Receivables management is geared towards collecting all outstanding accounts punctually
and in full as well as to avoid the loss of receivables. Invoices are issued on a daily basis and
invoice data is transferred to debtor accounts online. Accounts outstanding are monitored
on an ongoing basis with system support and in line with the payment terms agreed with
the customers. Payment terms mainly range from 10 to 180 days, with longer terms being
customary in some markets. In the case of late payment, reminders are issued at regular
two-week intervals.

The maximum risk of default with respect to receivables and other assets is reflected in
the carrying amount disclosed in the balance sheet. As at 31 December 2012, the maximum
default amount in the very unlikely event of a simultaneous default on all unsecured receiv-
ables was € 102.9 million (previous year: € 183.1 million).

The receivables arising from the accounting treatment of customer-specific construction
contracts comprise the following:

CUSTOMER-SPECIFIC CONSTRUCTION CONTRACTS TAB: 5.9.37
2012 2011

in € million
Contract costs incurred and contract gains recognised 6.9 —
less advance payments received 4.7 —
Receivables from customer-specific construction contracts 22 =

(18) DERIVATIVE FINANCIAL INSTRUMENTS

Currency and interest rate management is performed centrally for all Group companies. This
also applies to the use of derivative financial instruments, e.g. those aimed at limiting certain
costs. The use of derivative financial instruments is regulated by guidelines and procedure
instructions. A strict segregation of functions is ensured between trading, settlement and
control. Derivative financial instruments are only traded with banks that have a good credit
standing, which is monitored continually by means of appropriate instruments. In princi-
ple, the entire portfolio of derivative financial instruments is spread across several banks to
reduce the risk of default. The level of risk of default is limited to the amount of the deriva-
tives capitalised on the balance sheet.



The goal of interest rate management is to curb the risks arising from an increasing interest
burden as a result of changes in the general level of interest rates. No counter-measures are
currently necessary in this regard, as the financial liabilities existing on the balance sheet
date carry a fixed interest rate.

Derivatives are used to hedge exchange rate risks in order to limit the risks to which operat-
ing business activities can be exposed as a result of changes in exchange rates. Exchange rate
risks exist mainly with respect to the us dollar and, to a lesser extent, the Canadian dollar,
the British pound sterling and the Chilean peso. Hedging transactions are executed in rela-
tion to billed receivables and anticipated net positions on the basis of projected revenues and
capital expenditure. In this regard, the net positions are determined on the basis of revenue
and cost planning using safety margins and updated on an ongoing basis to avoid excess
hedging or hedging shortfalls.

The hedging transactions used can have terms of up to three years for the hedging of antici-
pated positions. The aim is to hedge a “worst-case” scenario while simultaneously allowing
possible opportunities arising from market developments to be taken. Here, mainly plain
vanilla options are used, which generally limits participation in a favourable market devel-
opment by the sale of simple options. Like the selective use of forward transactions, this also
serves to reduce premium expenses. Basically, it is also possible to use compound options
consisting of an option on a simple option, which can be acquired at a later date for a fixed
amount.

The terms of hedging transactions in respect of billed receivables are, in keeping with the
agreed payment terms, less than one year.

The hedging transactions in respect of anticipated net positions as described above are used
in the Potash and Magnesium Products business unit for us dollar positions. Hedging trans-
actions for translation risks arising from planned earnings will no longer be concluded as of
2013. Hedging transactions in respect of billed receivables are concluded in the Potash and
Magnesium Products business unit.

CONSOLIDATED FINANCIAL STATEMENTS

To hedge freight rates for the years 2010 to 2013, swaps have been selectively concluded that
provide for the settlement of any difference between agreed fixed prices and market prices
on their respective maturity. They are based on the “Baltic Panamax Index”.

Trading in all the aforementioned derivatives is solely oTc. Because of market transparency,
forward exchange transactions are concluded directly with a bank after a comparison with
interbank terms has been made by means of a reference system. There is no such transpar-
ent market for trading in options. That is why quotations are obtained from several banks
for all substantial option transactions, so that a transaction can then be executed with the
bank providing the best quotation.

In the case of forward exchange transactions, there is a market value risk on the respective
reporting date. However, there are countervailing effects stemming from the currency-based
measurement of receivables when derivatives are used in order to hedge foreign currency
receivables.

The market values computed correspond to the value upon hypothetical early termination

on the balance sheet date. The values are computed using recognised mathematical models

generally used by market players. These computations were particularly based on the fol-

lowing parameters that applied on the balance sheet date:

+ the spot exchange and forward exchange rates of the currencies concerned,

+ the agreed hedging rates or exercise prices,

+ the traded volatilities, i.e. the anticipated range of fluctuation for the exchange rates con-
cerned, and

+ the interest rate level applicable to the currencies concerned.

1AS 39 permits hedging relationships to be established between underlying business trans-
actions and derivative financial instruments. However, this is principally not applied (see
‘Notes to the income statement and the statement of comprehensive income’ on page 182).



The following derivative foreign exchange transactions existed as at 31 December 2012:

DERIVATIVE FOREIGN EXCHANGE FINANCIAL TRANSACTIONS TAB:5.9.38
2012 2011
Notional Notional
amounts’ Fair values amounts’ Fair values
in € million
USD forward exchange transactions
—of which maturing in 2012 — — 622.6 (16.3)
—of which maturing in 2013 599.1 17.5 — —
CAD forward exchange transactions
—of which maturing in 2012 — — 60.8 0.8
—of which maturing in 2013 62.6 0.1 — —
GBP forward exchange transactions
—of which maturing in 2012 - 24.7 (0.4)
—of which maturing in 2013 7.5 0.1 — —
USD/CLP forward exchange transactions
—of which maturing in 2012 — 31.8 (0.4)
—of which maturing in 2013 217 17 — —
Purchased simple currency options
—of which maturing in 2012 — — 794.1 114
—of which maturing in 2013 302.2 5.7 46.2 3.0
Sold simple currency options
—of which maturing in 2012 — — 869.1 (13.1)
—of which maturing in 2013 305.9 (0.3) 52.2 (1.4)
Foreign currency transactions in total 1,299.0 24.8 2,501.5 (16.4)

1 Translated into euros using weighted hedging rates.

Assuming a change in spot rates on the balance sheet date of + 10 %, the aforementioned
market values would have changed as follows:

SENSITIVITY OF DERIVATIVE FOREIGN EXCHANGE
FINANCIAL TRANSACTIONS IN THE YEAR 2012 TAB: 5.9.39

Market value  Market value

change at change at

Base value Base value +10% (10)%

Base value +10% (10)% in € million in € million

USD/EUR 1.319 1451 1.187 59.0 (63.0)
CAD/EUR 1314 1.445 1.182 (4.7) 126
GBP/EUR 0.816 0.898 0.734 (0.1) 0.1
CLP/USD 479.200 527.120 431.280 (2.1) 2.5
Total 521 (47.8)

The following values arose on the balance sheet date of the previous year:

SENSITIVITY DERIVATIVE OF FOREIGN EXCHANGE
FINANCIAL TRANSACTIONS IN THE YEAR 2011 TAB: 5.9.40

Market value  Market value

change at change at

Base value Base value +10% (10)%

Base value +10% (10)% in € million in € million

USD/EUR 1294 1423 1.165 77.4 (92.3)
CAD/EUR 1322 1.454 1.189 (5.6) 6.8
GBP/EUR 0.835 0.919 0.752 23 (2.8)
CLP/USD 519.6 5715 467.6 (2.8) 34
Total 713 (84.9)

As of the balance sheet date, the swaps used to hedge freight costs had a notional amount of
360 (previous year: 360) charter days on the “Baltic Panamax Index” and a fair value of € (2.8)
million (previous year: € (4.5) million). A change in price on the freight hedging benchmark
index of + 10 % would have increased or reduced the market value by € 0.1 million (previous
year: € + 0.3 million).



The aforementioned market value changes would have resulted in a corresponding increase
or reduction in unadjusted Group earnings before taxes and in equity.

(19) EQUITY
The development of individual equity items is shown separately on page 159.

SUBSCRIBED CAPITAL

The subscribed capital of K+S AKTIENGESELLSCHAFT amounts to € 191.4 million and is divided
into 191.4 million no-par value bearer shares. In financial year 2012, there was an average of
191.4 million (previous year: 191.33 million) no-par value shares in circulation.

On the basis of the resolution passed by the Annual General Meeting on 11 May 2010, the
Board of Executive Directors was authorised to acquire own shares up to 10 % of the share
capital by 10 May 2015. Purchases may be made on a stock exchange or by means of a pub-
lic purchase offer directed to all shareholders. In the case of a purchase effected on a stock
exchange or a public purchase offer addressed to all shareholders, the purchase price per
share (exclusive of ancillary purchase costs) paid by the Company may not exceed or under-
cut the relevant exchange price by more than 10 %. In financial year 2012, K+S AKTIENGE-
SELLSCHAFT did not make use of the authorisation.

CAPITAL RESERVE
The capital reserve mainly consists of the share premium received as part of share issues of
K+S AKTIENGESELLSCHAFT.

OTHER RESERVES AND ACCUMULATED PROFIT
This item summarises the revenue reserves, the accumulated profit, the differences from cur-
rency translation and the revaluation reserve in the consolidated balance sheet.

The revenue reserves mainly consist of the earnings the consolidated companies achieved
in the past, less dividends paid to shareholders. The item “Differences from foreign currency
translation” comprises mainly differences from the translation of the functional currency of
foreign business operations into the reporting currency of the Group (the euro).

ACCUMULATED PROFIT OF THE INDIVIDUAL FINANCIAL STATEMENTS OF K+S
AKTIENGESELLSCHAFT (GERMAN COMMERCIAL CODE — HGB)

For dividend distribution the annual financial statements of K+S AKTIENGESELLSCHAFT as
prepared in accordance with the German Commercial Code (HGB) are decisive. It is intended
to propose to the Annual General Meeting that a dividend of € 1.40 per share (previous year:
€1.30),1.e. € 268.0 million in total (previous year: € 248.8 million), be distributed to the share-
holders. As of the balance sheet date, the accumulated profit of K+S AKTIENGESELLSCHAFT

SUBSCRIBED CAPITAL TAB: 5.9.41 was as follows:
Shares
outstanding  Subscribed capital ACCUMULATED PROFIT OF K+S AKTIENGESELLSCHAFT (HGB) TAB: 5.9.42
in € million
2012 2011
3112.2010 1914 1914 ) .
in € million
31.12.20M 1914 1914 X
Accumulated profit of K+S Aktiengesellschaft as of 1January 260.1 225.7
3112.2012 191.4 191.4 — -
Dividend payment for previous year (248.8) (191.4)
Net income of K+S Aktiengesellschaft 563.9 3925
Transfer from net income to other revenue reserves (281.0) (166.7)
Accumulated profit of K+S Aktiengesellschaft as of 31 December 294.2 260.1




(20) INFORMATION ABOUT CAPITAL MANAGEMENT

CAPITAL MANAGEMENT TAB: 5.9.43
2012 2011

in € million
Equity 3,477.3 3,084.6
Non-current debt 2,514.3 1,953.6
Current debt 647.4 1,018.7
Balance sheet total 6,639.0 6,056.9
Equity ratio 52.4% 50.9%
Borrowed capital ratio 47.6% 49.1%

Equity rose by € 392.7 million compared with the previous year. The increase in equity is
based mainly on the positive Group earnings of financial year 2012 (after taxes and minor-
ity interests) amounting to € 667.6 million; in contrast to this is the dividend distribution of
€ 248.8 million effected in May 2012. Moreover, changes in equity without recognition in profit
or loss had to be accounted for, resulting from foreign currency translation of subsidiaries in
the functional foreign currency (mainly the us dollar and the Canadian dollar).

Non-current debt has increased by < 560.7 million. This is principally attributable to the issue
of a second bond and the related increase in non-current financial liabilities. In addition, pro-
visions for mining obligations rose in relation to the previous year. Current debt fell by € 371.3
million, mainly as a result of a decline in trade payables in connection with the divestment
of the NITROGEN business.

(21) PROVISIONS FOR PENSIONS AND SIMILAR OBLIGATIONS
Provisions for pensions and similar obligations are composed of the following items:

PROVISIONS FOR PENSIONS AND SIMILAR OBLIGATIONS TAB: 5.9.44
2012 2011

in € million
Provisions for pension commitments 9.1 20.5
Provisions for other benefit commitments similar to pensions 79.7 74.8
Provisions for pensions and similar obligations 88.8 95.3

As of the balance sheet date, there were no provisions for pension commitments under
retirement pension plans in Germany (previous year: € 3.5 million), as these were disclosed
as assets on account of accounting surplus coverage. The pension commitments in Germany
mainly relate to direct commitments under pension plans that have been discontinued in
the meantime. Most of the obligations in Germany apply to pensioners. In Europe outside
Germany, further provisions for pension commitments amounted to € 2.7 million (previous
year: € 2.4 million) as of the balance sheet date.

Moreover, there are pension commitments or benefit commitments similar to pensions in
the United States, in Canada and on the Bahamas. The amount of the pension commitments
depends, among other things, on remuneration and length of employment. As of 31 December
2012, provisions amounting to € 6.4 million (previous year: € 14.6 million) were established
for this purpose. Benefit commitments similar to pensions mainly encompass benefits for
medical costs and life insurances. As at 31 December 2012, the provisions for these commit-
ments amounted to € 79.7 million (previous year: € 74.8 million).

The amount of the provisions for pensions and similar obligations is calculated as the actu-
arial present value of pension claims earned (defined benefit obligation). The majority of the
pension claims in Germany is financed through external plan assets under a contractual trust
arrangement (cTa). Pension commitments in Canada are also partially out-financed by plan



assets. The following assumptions have been made in calculating provisions for pensions and
similar obligations on the balance sheet date:

ACTUARIAL ASSUMPTIONS MEASUREMENT PENSION COMMITMENTS TAB: 5.9.45
2012 2011
Outside Outside
Germany  Germany Germany Germany
in %, weighted average
Pension commitments
Actuarial interest rate 35 4.0 4.9 4.7
Anticipated annual increase in salaries and wages 18 35 1.8 35
Anticipated annual pension increase 16 11 15 13
Other benefit commitments similar to pensions
Actuarial interest rate — 4.0 = 4.7

To determine the pension expenses for 2012, the following actuarial assumptions were used —
stipulated at the end of financial year 2011:

ACTUARIAL ASSUMPTIONS EXPENSES PENSION COMMITMENTS TAB: 5.9.46
2012 2011
Outside Outside
Germany  Germany Germany Germany
in %, weighted average
Pension commitments
Actuarial interest rate 49 4.7 49 5.2
Anticipated annual increase in salaries and wages 18 35 18 3.6
Anticipated annual pension increase 1.5 13 15 12
Anticipated yield from plan assets 5.5 6.0 5.5 6.5
Other benefit commitments similar to pensions
Actuarial interest rate — 4.7 = 5.3

In the case of commitments similar to pensions for health care benefits, the following annual
cost increases — declining over time — were assumed:

+ Canada: 7.5% /5.0 % as of 2019 (previous year: 7.7 % /5.0 % as of 2015)

+ USA:7.75%/5.0% as of 2023 (previous year: 8.0 % /5.0 % as of 2023)

+ Bahamas: 4.5% (previous year: 4.5 %)

The anticipated yield of plan assets is based on the anticipated long-term income from the
securities held as plan assets at the beginning of the financial year and with any new addi-
tions or reimbursements taken into account. The allocation of plan assets to individual asset
classes, the anticipated interests and dividends as well as the current economic framework
conditions are also taken into account. At the end of financial year 2012, plan assets com-

prised the following:
BREAKDOWN OF PLAN ASSETS BY ASSET CATEGORY TAB: 5.9.47
2012 2011
Outside Outside
Total Germany Germany Total Germany Germany
in€ million
Bonds 143.0 939 49.1 127.7 68.4 59.3
Shares 179.6 814 98.2 163.1 811 82.0
Cash on hand and balances
with banks and other 65.6 49.3 16.3 347 347 =
Plan assets as of 31 December 388.2 224.6 163.6 325.5 184.2 141.3

The item “Cash on hand and balances with banks and other” also comprises pledged rein-
surance.

Actuarial gains and losses are only recorded in the income statement insofar as they exceed
the 10 % corridor (the maximum of 10 % of obligations and 10 % of plan assets). In the follow-
ing years, the excess amount is spread over the average remaining working lives of active
employees and recognised in profit or loss.

The following tables 5.9.48 and 5.9.49 show the development of the defined benefit obliga-
tion and the plan assets.



DEVELOPMENT DEFINED BENEFIT OBLIGATION TAB: 5.9.48 The actual income from plan assets amounts to € 41.3 million (previous year: € 1.0 million).

o;soiz o;::i For reconciliation to the balance sheet carrying amounts, the defined benefit obligation has
Total Germany Germany Total Germany Germany to be offset against the plan assets and to be adjusted for actuarial gains or losses not yet
in € million recorded.
Defined benefit obligation
as of 1January 461.6 187.1 274.5 4527 195.4 2573
Changes in scope of consolidation (4.0) (3.9) (0.1) (17.4) (16.5) (0.9) RECONCILIATION BALANCE SHEET VALUES PENSIONS TAB: 5.9.50
Service costs 12.6 4.1 8.5 10.7 3.7 7.0 2012 2011
Past service costs 18 18 — 8.6 8.6 — Outside Outside
Interest expenses 21.6 8.7 129 211 8.7 124 Total Germany Germany Total Germany Germany
Actuarial gains (-)/losses (+) 713 34.8 36.5 19.7 17 18.0 in € million
Pension payments (24.8) (14.4) (10.4) (23.5) (14.5) (9.0) Defined benefit obligation
Plan adjustments/plan settlements — — — (12.3) — (12.3) as of 31 De'cember 540.9 218.2 322.7 461.6 187.1 274.5
Exchange rate fluctuations 0.8 — 0.8 2.0 — 2.0 —E;v;/lf;lrff;:i[[yscovered 96.8 9.8 _ 724 724 _
aD: an ;d S’:ﬂﬁé’f fgation 540.9 2182 3227 461.6 187.1 2745 - E;‘gg'ﬁgfjertts‘y covered 3370 214 5165 5979 1108 1871
Plan assets as of 31 December 388.2 224.6 163.6 3255 184.2 1413
Funded status 152.7 (6.4) 159.1 136.1 29 133.2
The actuarial losses of the period under review, amounting to € 71.3 million, result mainly ~ Unrecognised actuarial
o he deaase fn ihe disasumt: Ehe. gains (+)/losses (-) (114.5) (44.2) (70.3) (70.0) (28.6) (41.4)
Balance sheet values as
of 31 December 38.2 (50.6) 88.8 66.1 (25.7) 91.8
DEVELOPMENT PLAN ASSETS TAB: 5.9.49 — of which pension provisions (+) 88.8 — 88.8 953 35 918
2012 2011 —of which assets (-) (50.6) (50.6) — (29.2) (29.2) =
Outside Outside
Total Germany Germany Total Germany Germany
in € million
Plan assets as of TJanuary 3255 184.2 1413 240.2 106.3 1339
Anticipated income from plan assets 18.7 9.7 9.0 17.8 9.0 8.8
Employer contributions 435 28.2 153 108.4 89.4 19.0
Differences between anticipated
and actual income 22.6 16.7 5.9 (16.8) (9.9) (6.9)
Pension payments (22.7) (14.2) (8.5) (18.7) (12.0) (6.7)
Reclassifications — — — 14 14 =
Plan adjustments/plan settlements - — — (7.4) — (7.4)
Exchange rate fluctuations 0.6 — 0.6 0.6 — 0.6

Plan assets as of 31 December 388.2 224.6 163.6 325.5 184.2 141.3




Pension expenses for defined benefit pension obligations comprise the following:

The development of pension obligations and plan assets over time is as follows:

PENSION EXPENSES FOR DEFINED BENEFIT OBLIGATIONS TAB: 5.9.51 DEVELOPMENT DEFINED BENEFIT OBLIGATION AND PLAN ASSETS TAB:5.9.52
2012 2011 2012 2011 2010 2009 2008
Outside Outside in € million
Total _Germany _Germany Total _Germany _Germany Defined benefit obligation as of 31 December 540.9 4616 4527 406.7 196.2
inicmiTion Plan assets as of 31 December 3882 3255 2402 209.6 811
Service costs 126 41 85 106 36 70 Short (+)/surplus coverage (-) 152.7 136.1 2125 197.1 115.1
Past service costs 18 18 — 8.6 8.6 — Experience-based gains (+)/
Interest expenses 216 8.7 129 21.0 8.6 12.4 losses (=) from obligations (4.4) 14 0.3 0.9 (6.7)
Plan adjustments /plan settlements — — - (4.9) — (4.9) Other gains (+)/losses (=) from obligations (66.9) (20.8) (24.9) = 138
Redemption of actuarial Experience-based gains (+)/
gains (+)/losses (=) 3.8 1.9 19 0.7 0.6 0.1 losses (-) from plan assets 226 (16.8) (1.2) 15.7 (27.7)
Anticipated income from plan assets (18.7) 9.7) (9.0) (17.8) (9.0) (8.8)
Pension expenses 211 6.8 14.3 18.2 124 5.8

The service costs (including past service costs) are reported in the income statement under
the following items in accordance with the allocation of employees:

+ Cost of sales

Selling expenses

General and administrative expenses

Research and development costs

+ o+ o+ o+

Other operating expenses

Interest expenses, anticipated income arising from plan assets as well as the amortisation
of actuarial gains and losses are recorded under net interest income. Reversals of provisions
from plan adjustments/plan settlements are disclosed under other operating income.

The pension expenses of the previous year were, due to the deconsolidation of the NITROGEN
business, in accordance with the requirements of 1¥rs 5, corrected by the amount attribut-
able to these companies.

A change of the assumed cost trend of commitments similar to pensions for health care ben-
efits would result in the following effects:

SENSITIVITY HEALTH CARE BENEFIT COMMITMENTS TAB: 5.9.53

Change by 1% point

Increase Decrease
in € million
Effect on service costs and interest expenses 13 (1.2)
Effect on the defined benefit obligation 16.1 (12.8)

In financial year 2013, an outflow of funds of € 21.4 million from pension commitments and
commitments similar to pensions is to be expected. It encompasses additions to plan assets
and pension payments which are not covered by corresponding reimbursements from plan
assets.

In addition, there are further retirement pension plans for which no provisions have to be
recognised, as there are no further obligations apart from the payment of the contributions
(defined contribution plans). These comprise both solely employer-financed benefits and pre-
miums for converting employees’ remuneration into pensions.



Employers and employees made contributions under the supplementary pension plan that
has been closed in the meantime and is operated through the BasF pension fund. In 2011,
the BAsF pension fund terminated the regular memberships for k+s employees, so that as
of 31 December 2012, only extraordinary memberships applied in the case of the employees
concerned and those memberships are continued as vested pension rights. In addition, the
BASF pension fund makes regular pension scheme payments to (former) k+s employees.

The provision of such pensions through the BasF pension fund is to be classified as a multi-
employer plan within the meaning of 1as 19.29. The plan is essentially a defined benefit plan.
As reliable information regarding plan assets and obligations are only available for the pen-
sion fund as a whole and not for those shares in it attributable to the k+s GrRoUP, no suffi-
cient information is available for reporting the plan on the balance sheet. That is why the
plan is treated as a defined contribution plan in accordance with 1as 19.30.

Overall, for the period under review, expenses for pension provisions are as follows (the pre-
vious year's figures are corrected by the amounts attributable to the NITROGEN business):

(22) PROVISIONS FOR MINING OBLIGATIONS

PROVISIONS FOR MINING OBLIGATIONS TAB: 5.9.55
2012 2011
Total  of which current Total  of which current
in € million

Mine and shaft backfilling 303.7 6.9 283.7 6.8
Maintenance of tailing piles 266.0 — 190.1 —
Mine damages 54.6 — 50.1 —
Restoration 77.1 — 52.3 —
Other 121 — 112 =

Provisions for
mining obligations 713.5 6.9 587.4 6.8

PENSION EXPENSES TAB: 5.9.54
2012 2011
Outside Outside
Total Germany Germany Total Germany Germany
in € million

Expenses defined contribution plans 14.8 2.2 12,6 139 2.6 113

Service costs defined benefit com-
mitments (incl. past service costs) 14.4 5.9 8.5 19.2 12.2 7.0
Pension expenses 29.2 8.1 211 BB 14.8 183

In addition, contributions of € 85.0 million (previous year: € 81.7 million) were paid to state
pension insurance funds.

Provisions for mining obligations are recognised as a result of statutory and contractual
requirements as well as conditions imposed by public agencies and are given concrete form
in plant plans and water law permit decisions above all. These obligations, which are mainly
of a publiclaw type, require surface securing and recultivation measures. Mining damage can
result from underground extraction and the related possible lowering of the land at surface
level or as a result of damage in the production process in the form of dust or salinisation.
The obligations that might arise are covered by provisions.

/ YOU CAN FIND A SENSITIVITY ANALYSIS FOR THE DISCOUNT RATE APPLIED TO MINING
PROVISIONS in the Management Report on page 101.

The amount of the provisions to be recognised is based on expected expenditures or esti-
mated compensation. Provisions for mining obligations mainly have a long-term character,
and, on the basis of future anticipated expenditure, are carried at the discounted amount
required to settle the obligation as of the balance sheet date. In this connection, a future
price increase of 1.5% is assumed. The discount factor for mining obligations in the U
states amounts to 4.3 % (previous year: 4.7 %). As a discount factor for mining obligations in
North America, an interest rate of 4.9 % (Usa, previous year: 5.1%) and 4.5% (Canada, previ-
ous year: 5.3 %) is used. An adjustment of discount factors in financial year 2012 resulted in
an increase in mining provisions of € 50.2 million. The anticipated timing of the settlement



of such obligations largely depends on the remaining economic useful life of the sites. The
obligations in part extend well beyond 2050.

The addition to provisions for mining obligations for the year under review of € 155.1 mil-
lion (previous year: € 67.9 million) mainly consists, alongside the interest adjustment, in the
annual accumulation of provisions, the recognition of additional provisions for mining risks
and the revaluation of existing provisions.

Mining provisions in the amount of € 11.1 million (previous year: € 6.7 million) were used to
discharge the obligation to maintain disused sites. Further sums were spent on expenditure

connected with mining damage risks.

Reversals of provisions amounting to € 17.8 million (previous year: € 9.4 million) mainly result
from a reduction in individual obligations.

(23) NON-CURRENT OBLIGATIONS TO EMPLOYEES

NON-CURRENT OBLIGATIONS TO EMPLOYEES TAB: 5.9.56
2012 2011

in € million
Provisions for long-term incentives 47.3 50.6
Provisions for jubilee bonuses 25.8 22.6
Provisions for partial retirement 14.0 211
Provisions for stock options — 2.6
Other non-current obligations to employees 31 31
Total non-current obligations to employees 90.2 100.0

CONSOLIDATED FINANCIAL STATEMENTS

The accounting treatment of the provision for the indicator-based “Long-term Incentive Pro-
gramme” is performed applying the defined benefit obligation method. Actuarial gains and
losses are recorded in profit or loss. In determining them, an actuarial interest rate of 0.7%
(previous year: 2.7 %) is applied.

/ MORE INFORMATION ON THE “LONG-TERM INCENTIVE PROGRAMME” can be found in the Remunera-
tion Report on page 44.

The provisions for partial retirement take into account obligations arising from partial retire-
ment agreements that have been concluded. Measurement encompasses both fulfilment
shortfalls (difference between the value of full-time employment and partial retirement
remuneration plus related employer contributions to social insurance) as well as step-up con-
tributions to partial retirement remuneration and contributions to statutory pension insur-
ance. They are stated at present value applying an actuarial interest rate of 0.7 % (previous
year: 2.7 %) with an anticipated annual increase in salaries and wages of 1.8 % (previous year:
1.8 %). The partial retirement obligations of € 41.3 million (previous year: € 53.0 million) as of
the balance sheet date were offset against plan assets of € 27.3 million (previous year: € 31.9
million). The plan assets take the form of a contractual trust arrangement (cTa) and serve to
secure the benefits due to employees under partial retirement agreements.

Provisions for jubilee bonuses are recognised for future payments in connection with 2s-,
40- and 50-year length of service anniversaries. They are valued applying the defined benefit
obligation method. They are stated applying an actuarial interest rate of 3.5 % (previous year:
4.9%) with an anticipated annual increase in salaries and wages of 1.8 % (previous year: 1.8 %).

The provisions for the stock option programme relate to virtual stock options to be settled
in cash. As of 31 December 2012, the composition of virtual stock options was as follows:

COMPOSITION OF VIRTUAL STOCK OPTIONS 31 DECEMBER 2012 TAB: 5.9.57
Number Exercisable for Fair value Provision

of options the first time Expiry in € million in € million
2,150,280 May 2011 May 2014 0.0 0.0




The fair value of the exercisable options was € 0.0 million as of 31 December 2012, as the rel-
evant performance of the k+s share as of 31 December 2012 was significantly negative. It can
therefore no longer be expected that the stock options will attain a positive value by the end
of the last exercise period.

(24) CURRENT PROVISIONS

The obligations under sales transactions relate in particular to rebates and price concessions;
the provisions for outstanding invoices result from purchase contracts. Current obligations
for personnel mainly include provisions for the performance-related remuneration as well
as provisions for outstanding vacation leave and free shifts.

(25) FINANCIAL LIABILITIES
The following table shows the liquidity analysis of the financial liabilities in the form of con-
tractually agreed undiscounted cash flows:

LIQUIDITY ANALYSIS OF NON-DERIVATIVE FINANCIAL LIABILITIES 2012 TAB: 5.9.58
Cash flows
2012 Residual term
Carrying Residual term >1lyearand Residual term
amount 2012 total < lyear < 5 years > 5years
in € million
Bank loans and overdrafts 1,265.8 1,491.2 55.2 864.4 571.6
—of which bonds 1,261.7 1,486.7 54.2 860.9 571.6
—of which liabilities
towards banks 4.1 4.5 1.0 35 -
Accounts payable —trade 289.2 289.2 289.2 — —
Liabilities to affiliated
companies 126 126 126 - -
Other financial liabilities 459 459 — 40.8 5.1
Non-derivative
financial liabilities 1,613.5 1,838.9 357.0 905.2 576.7

LIQUIDITY ANALYSIS OF NON-DERIVATIVE FINANCIAL LIABILITIES 2011 TAB: 5.9.59
Cash flows
2011 Residual term
Carrying 2011 Residual term >1lyearand Residual term
amount total < lyear < 5years > 5 years
in € million
Bank loans and overdrafts 770.6 890.0 40.2 828.0 21.8
—of which bonds 765.8 884.5 39.2 8235 21.8
—of which liabilities
towards banks 4.8 5.5 1.0 4.5 —
Accounts payable —trade 613.8 613.8 613.3 0.5 —
Liabilities to affiliated
companies 14.0 14.0 14.0 = =
Other financial liabilities 347 34.7 237 10.0 1.0
Non-derivative
financial liabilities 1,433.1 1,552.5 691.2 838.5 22.8

The financial liabilities as of the reporting date mainly concern K+s AKTIENGESELLSCHAFT.
They result from the bond issued in September 2009 with a volume of € 750.0 million, which
carries a fixed interest rate of 5.0 % and has a maturity of five years, and the bond issued in
June 2012 with a volume of € 500.0 million, which carries a fixed interest rate of 3.0% and
has a maturity of ten years.

/ MORE INFORMATION ON THE BONDS can be found in the section ‘K+S on the capital market’ in the Man-
agement Report.

In addition, there is a UsD bond taken over in 2009 as part of the acquisition of MORTON SALT
with an outstanding sum of us$ 22.6 million and maturing in 2020. Interest and repayment
amounts resulting from this are to be paid by RoEM & HAAS and are contractually covered by
a bank guarantee. The reimbursement claims for interest and repayment amounts resulting
from this contractual construction are shown under the item “Receivables and other assets”
in the non-current and current areas.

/ MORE INFORMATION ON LIQUIDITY RISKS can be found in the Risk Report on page 130.

Liquidity is managed by means of a groupwide cash pool system by the central treasury
department. The liquidity requirement is basically determined by liquidity planning and
is covered by cash on hand and balances with banks and committed credit facilities. Apart



from a € 800 million syndicated loan running until July 2015, there are also bilateral credit
lines not yet drawn.

The following table shows the Group’s liquidity analysis for derivative financial instruments.
The table is based on undiscounted net cash flows for derivative financial instruments which
are offset net, and undiscounted gross cash flows for derivative financial instruments which
are offset gross.

LIQUIDITY ANALYSIS OF DERIVATIVE FINANCIAL INSTRUMENTS 2012 TAB: 5.9.60
2012 Residual term
Carrying 2012 Residual term >1lyearand Residual term
amount total < lyear < 5years > 5years
in € million
Net fulfilment
Freight derivatives (2.8) (2.8) (2.8) — —
Gross fulfilment
Foreign currency derivatives® 19.3 19.3 193 - —
Payment obligation (673.4) (673.4) - —
Payment claim 692.7 692.7 - —

1 On the reporting date, the simple currency options sold have no intrinsic value and cause no cash flow on this basis.

LIQUIDITY ANALYSIS OF DERIVATIVE

FINANCIAL INSTRUMENTS 2011

TAB:5.9.61

2011 Residual term

Carrying 2011 Residual term >1lyearand Residual term

amount total < 1lyear < 5years > 5years
in € million
Net fulfilment
Freight derivatives (4.5) (4.5) (2.4) (2.1) =
Gross fulfilment
Foreign currency derivatives' (16.2) (17.1) (17.1) — —
Payment obligation (757.8) (757.8) — —
Payment claim 740.7 740.7 — —

1 On the reporting date, the simple currency options sold have no intrinsic value and cause no cash flow on this basis.



(26) FURTHER INFORMATION ON FINANCIAL INSTRUMENTS

The following table shows the carrying amounts and fair values of Group financial instru-

The carrying amounts of the financial instruments, aggregated according to the evaluation
categories of 1As 39, are as follows:

ments:
CARRYING AMOUNTS OF FINANCIAL INSTRUMENTS
FURTHER INFORMATION ON FINANCIAL INSTRUMENTS TAB: 5.9.62 AGGREGATED ACCORDING TO MEASUREMENT CATEGORIES TAB: 5.9.63
2012 2011
Measurement 2012 2011 in € million
category under Carrying Carrying
IAS 39 amount  Fairvalue amount  Fair value Financial assets available for sale 2343 14.7
in € million Loans and receivables 1,983.4 1,870.2
Investments in affiliated Financial assets held for trade 287 151
companies and equity interests Available for sale 149 14.9 14.7 14.7 Fnemdil eliiies sk armer o) @ 16135 14331
Loan3 Loans and receivables 1.0 1.0 12 12 Financial liabilities held for trade 43 36.1
Financial assets 15.9 15.9 159 15.9
Loans and
Accounts receivable -~ trade receivables 7703 7703 928.8 9288 The fair values of the financial instruments were mainly determined on the basis of the
Remaining receivables and . . .
nen-aleriative skl fesds Lemns o faasiveles 1452 1450 123.9 1239 market information available on the balance sheet date and are to be allocated to one of the
Derivatives Held for trade 28.7 287 15.1 15.1 three levels of the fair value hierarchy in accordance with 1FRrs 7.
Other assets not IFRS 7 837 83.7 743 743
Other receivables and assets 257.6 257.6 2133 213.3 Level 1 financial instruments are calculated on the basis of prices quoted on active markets
Securities and other Loans and for identical assets and liabilities. In Level 2, financial instruments are calculated on the basis
financial investments receivables 715.1 716.2 373.5 372.9 ) ] ) )
Securities and other of input factors which are derivable from observable market data or on the basis of market
financial investments Available for sale 2194 2194 - - prices for similar instruments. Level 3 financial instruments are calculated on the basis of
Cash on hand and bal- Loans and input factors which are not derivable from observable market data. As of 31 December 2012,
ances with banks receivables 351.8 351.8 442.8 442.8 i ) ) o ] o
Financial liabilities financial assets held for trading amounting to € 28.7 million (previous year: € 15.1 million) and
Financial liabilities at amortised cost 1,265.8 1,348.1 7706 826.7 financial liabilities held for trading amounting to € 4.3 million (previous year: € 36.1 million)
Financial liabilities are to be allocated to Level 2 of the fair value hierarchy. There are no financial instruments
Accounts payable — trade at amortised cost 289.2 289.2 613.8 613.8 . ]
Other non-derivative Financial liabilities at Levels 1and 3 of the fair value hlerarChy'
financial liabilities at amortised cost 58.5 58.5 487 48.7
Derivatives Held for trade 43 43 361 361 In the case of equity instruments measured at acquisition cost, it is not possible to deter-
L{E I Es ot fireies ezees RN 45 45 38 28 mine fair values reliably due to the absence of active markets. This applies to shares in (non-
her liabiliti IFRS 7 211 211 25.7 25.7 ) e . . Y .
Other liabilities not IFRS > > consolidated) subsidiaries, joint ventures, associated companies and to equity interests. It is
Remaining and other liabilities 88.4 88.4 116.3 116.3

assumed that the carrying amounts correspond to the fair values as at the balance sheet date.



In the case of trade accounts receivable, other receivables and non-derivative assets as well
as liquid assets, the carrying amounts correspond to the fair values for these instruments
because their maturities are largely short term.

In the case of financial liabilities, trade accounts payable as well as other non-derivative and
other liabilities it is assumed that the carrying amounts correspond to the fair values for
these instruments because their maturities are largely short term. For non-current financial
liabilities, the fair value has been determined as the present value of the future cash flows
or from market prices. Market interest rates, based on the corresponding maturity, are used
for discounting purposes.

For loans and liabilities from finance leases, it is assumed that the carrying amounts cor-
respond to the fair values because of insignificant deviations in market and computational

interest rates.

The net results from financial instruments are shown in the following table:

NET RESULT FROM FINANCIAL INSTRUMENTS TAB: 5.9.64
2012 2011

in € million
Financial assets available for sale 5.3 9.7
Loans and receivables 35 (1.9)
Financial assets and liabilities held for trade 126 (5.5)
Financial liabilities at amortised cost (7.8) (6.5)

The net result from financial assets available for sale mainly comprises gains or losses on
equity investments.

The net result from loans and receivables mainly includes the effects of currency translation
and changes in allowances.

The net result from financial assets and liabilities held for trading predominantly comprises
changes in the market value of derivative financial instruments as well as interest income
from and interest expenses for these financial instruments.

The net result from liabilities measured at amortised cost mainly comprises the effects of
foreign currency translation.

For securities and other financial investments allocated to the available-for-sale financial
instruments category, an amount of € 3.0 million (previous year: € 0.0 million) was recorded
under other comprehensive income without recognition in profit or loss as of 31 December
2012.

Total interest income and expenses for financial assets and liabilities that are measured at
fair value without recognition in profit or loss were as follows:

NET INTEREST INCOME FROM FINANCIAL INSTRUMENTS TAB: 5.9.65
2012 2011

in € million
Interest income 20.2 124
Interest expenses (51.7) (45.0)

Interest risks arise from a change of market interest rates, which may have an impact on
interest to be received or paid and the market value of the financial instrument. This can
cause corresponding effects on earnings or equity. In accordance with 1¥rs 7, risks of change
in interest rates must be described in a sensitivity analysis. It is based on the following
assumptions:

The effect on earnings or equity established by means of the sensitivity analysis refers to the
total on the balance sheet date and shows the hypothetical effect for one year.

Changes in market interest rates of primary financial instruments with variable interest
rates have an impact on net interest income and are taken into account in the earnings-ori-
entated sensitivity analysis.



Changes in market interest rates of primary financial instruments with fixed interest rates,
stated at amortised cost, do not have an impact on earnings or equity and are therefore not
taken into account in the sensitivity analysis. In the event of reinvestment, they are subject
to interest risk, which, however, is not to be taken into account in the sensitivity analysis as
of the balance sheet date.

Furthermore, on the balance sheet date, there were no interest rate derivatives which pos-
sibly might have to be included in a sensitivity analysis.

Consequently, the increase of the interest rate level by one percentage point on the balance
sheet date would lead to an improvement in net interest income of € 4.4 million (previous
year: € 2.4 million). A decrease in the interest rate level by one percentage point on the bal-
ance sheet date would lead to the deterioration of net interest income by € 3.4 million (pre-
vious year: € 2.4 million).

For cash investment purposes, there are securities and other financial investments with a
fair value of € 219.4 million as of 31 December 2012 and which are classified as available for
sale. An increase (decrease) in the interest rate level by one percentage point on the balance
sheet date would lead to a decrease (increase) in market value of € 1.7 million.

In addition to receivables and liabilities in the Group currency, the euro, there are also items
in foreign currencies. Had the euro appreciated or depreciated against foreign currencies
(mainly the us dollar) by 10 %, the change in the fair value recognised in profit or loss of the
net balance of foreign currency receivables and liabilities would have amounted to + € 29.7
million (previous year: + € 28.6 million).

There are also investments for which the contracting parties — usually banks — provide collat-
eral. These are so-called triparty repo transactions which are secured investments in nature
and are cleared in a clearing house. This clearing house is responsible for the deposit/deliv-
ery of the collaterals to/from the k+s depot there and the daily market evaluation of the
particular agreed collateral. The collaterals which cannot be used otherwise are agreed with
the contracting party through a so-called basket, which is defined mainly according to invest-
ment classes, ratings, countries and currencies. The aforementioned criteria determine up to
what mortgage lending value the respective collateral is taken into account. In other words,

when the rating decreases or the transferability of the respective collateral is reduced, the
mortgage lending value is also reduced and additional collateral must be provided. The given
framework of the potential collateral depends on our internal monitoring, which essentially
takes the rating and the amount of the particular credit default swaps into account.

Additionally, there are also fixed-term deposits on repurchase agreements, for which we hold
co, certificates (Eua certificates) as collateral. These co, certificates are principally trans-
ferable without any restrictions. As of 31 December 2012, the fair value of these certificates
amounted to € 55.7 million.

(27) CONTINGENT LIABILITIES

Inthe k+s GROUP, general business is bound up with various risks for which provisions have
been recognised, provided that the conditions are fulfilled. Furthermore, there are no further
risks which would lead to the disclosure of contingent liabilities.

(28) OTHER FINANCIAL OBLIGATIONS

OTHER FINANCIAL OBLIGATIONS TAB: 5.9.66
2012 2011
in € million
Commitments from uncompleted capital expenditure projects 2231 94.7
Obligations from operating leases (nominal value)
—due in following year 209 238
—due in 2nd to 5th year 42.0 53.7
—due after 5years 132 25.2
Other financial obligations 299.2 197.4

Operating lease contracts exist which relate, for example, to factory and office equipment
and vehicles. Given the relevant contractual arrangements, these assets are not to be car-
ried under fixed assets. Expenditure arising from operating leasing in 2012 came to € 38.4
million (previous year: € 44.6 million). Liabilities and other financial liabilities from finance
leases existing as of 31 December 2012 are considered immaterial from a Group perspective.



NOTES TO THE SEGMENT REPORTING
The segment reporting is presented on page 166.

(29) DEFINITION OF SEGMENTS
Segments are defined according to products. This corresponds to the internal organisation
and reporting structure of the x+s GROUP.

The Potash and Magnesium Products segment combines the production and marketing of
potash fertilizers and fertilizer specialities as well as potash and magnesium compounds for
technical, industrial and pharmaceutical applications.

The nitrogen fertilizer segment comprised the activities of K+s NITROGEN. On 8 May 2012,
the sale of the NITROGEN business to EUROCHEM was announced and it was completed suc-
cessfully on 2 July 2012. Detailed information on the divestment can be found on page 16s.
In accordance with 1rrs, the NITROGEN activities have been stated as a “discontinued oper-
ation” since then. The segment reporting figures for the previous year have been adjusted
accordingly.

The Salt segment encompasses the production and marketing of food grade salt, industrial
salt and salt for chemical use, de-icing salt and sodium chloride brine.

The Complementary Activities segment bundles together not only recycling activities and
waste disposal or reutilisation in potash and rock salt mines as well as caTsaN® granulation,
but also other activities important for the k+s GROUP. With K+S TRANSPORT GMBH and its
subsidiaries, the K+s GROUP possesses its own logistics service provider. CHEMISCHE FABRIK
KALK GMBH trades in different basic chemicals.

The accounting and valuation procedures applied in determining segment information are
essentially in compliance with the accounting and valuation principles of the xk+s GrRouP.

(30) PRINCIPLES OF SEGMENT ASSET AND DEBT ALLOCATION

Assets, provisions and liabilities are allocated to the segments in accordance with their uti-
lisation or origin. If they are utilised by or originate in more than one segment, they are allo-
cated on the basis of appropriate keys.

CONSOLIDATED FINANCIAL STATEMENTS

Financial assets (except for equity interests) and non-current financial liabilities are not allo-
cated to the segments.

(31) PRINCIPLES OF SEGMENT EARNINGS ALLOCATION

The data for the determination of segment earnings is produced by internal accounting on
the basis of income statements in accordance with the nature of costs method (internal
reporting structure of the k+s GRoUP). The income statements of the companies included
are allocated to the segments under profit centre accounting.

Operating earnings (EBIT I) is treated by the K +s GROUP as the most important internal earn-
ings figure and as an indicator of earnings capacity. In addition to disregarding net interest
income and the tax expense, other income and expenses affecting the financial result are
not taken into account. Additionally, the effects of market value fluctuations of operating
forecast hedges are eliminated (see ‘Notes to the income statement and the statement of
comprehensive income’ on page 182).

The earnings of the business units are presented on a consolidated basis. Intra-segment deliv-
eries and services are consolidated.

(32) PRINCIPLES FOR TRANSFER PRICES BETWEEN SEGMENTS

Transfer prices are defined for deliveries and services between segments, which would have
to be paid in the respective specific situation and under the same circumstances by a non-
related third party. The methods of determining the transfer prices are documented on a
timely basis and retained without interruption. The price comparison method, the resale
price method, the cost plus method or a combination of these methods can be applied in
determining the transfer prices for deliveries. Thereby, the method is chosen that is closest
to that under which arm’s length prices are determined in comparable markets.



(33) ADDITIONAL SEGMENT INFORMATION (34) NOTES TO THE RECONCILIATION ITEMS

POTASH AND MAGNESIUM PRODUCTS BUSINESS UNIT The reconciliation from the segment figures to the corresponding items in the consolidated

Provisions amounting to € 26.7 million (previous year: € 24.1 million) were released for obli-  financial statements of the k+s GROUP comprises items allocated to central functions as well

gations from 2011 not claimed. as consolidation-related effects. The main items are:

SALT BUSINESS UNIT RECONCILIATION SEGMENT FIGURES TAB: 5.9.67

During the period under review, provisions amounting to € 5.2 million (previous year: € 11.7 2012 2011

million) were released for obligations not claimed. During the year under review, the disposal in € million

of fixed assets resulted in a loss of € 11.5 million (previous year: € 2.5 million). Reconciliation of segment results
Consolidation-related effects 0.1 0.2

COMPLEMENTARY ACTIVITIES Result for the central functions (49.0) (62.8)

In the year under review, non-scheduled depreciation on investments in ships was expensed (48.9) (62.6)

in the amount of € 0.4 million (previous year: € 4.7 million) and disclosed in net income from  Reconciliation of segment assets

investments. Fixed assets 62.6 55.7
Deferred tax assets 483 553
Market values of derivatives 7.8 (23.9)
Tax refund claims from income taxes 36.9 416
Other receivables 125.7 81.9
Cash and cash equivalents 1,101.5 675.6
Consolidation-related effects (797.3) (1,138.4)

585.5 (252.2)

Reconciliation of segment liabilities
Provisions for pensions and similar obligations 0.1 0.1
Other provisions 58.8 60.7
Deferred tax liabilities 304.7 3423
Market values of derivatives 0.8 8.8
Financial liabilities 1,265.8 770.6
Other liabilities 27.6 226
Income tax liabilities 50.1 23.2
Consolidation-related effects (7.1) (54.2)

1,700.8 1,174.1




(35) REVENUES BY REGION
The breakdown of revenues of the k+s GrRoUP by geographical region is as follows:

REVENUES BY REGION TAB: 5.9.68
2012 2011

in € million
Europe 1,647.9 1,747.8
—of which Germany 580.6 633.1
North America 1,017.9 1,156.6
—of which USA 758.9 910.5
South America 678.1 548.7
— of which Brazil 562.4 414.8
Asia 4744 4241
Africa, Oceania 117.0 119.6
Total revenues 3,935.3 3,996.8

The allocation is performed according to the registered seats of the customers. In financial
years 2011 and 2012, no single customer accounted for more than 10 % of total revenues.

(36) NON-CURRENT ASSETS BY REGION
The non-current assets of the k+s GrRouUP comprise intangible assets, property, plant and equip-
ment as well as investment properties and break down into geographical regions as follows:

ASSETS BY REGION TAB: 5.9.69
2012 2011

in € million
Europe 1,193.2 988.4
—of which Germany 1,1409 941.1
North America 1,863.9 1,772.0
—of which USA 1,067.9 1,089.0
—of which Canada 776.8 661.5
South America 478.7 487.3
—of which Chile 472.1 480.1
Total assets 3,535.8 3,247.7

The allocation is performed according to the location of the assets concerned.

(37) CAPITAL EXPENDITURE BY REGION
The breakdown of the k+s GROUP’s capital expenditure on intangible assets and property,
plant and equipment by geographical region is as follows:

CAPITAL EXPENDITURE BY REGION TAB: 5.9.70
2012 2011

in € million
Europe 246.2 177.0
—of which Germany 240.0 172.0
North America 187.3 81.8
—of which USA 49.0 36.2
—of which Canada 1373 44.0
South America 32.0 343
—of which Chile 313 31.0
Total capital expenditure 465.5 293.1

The allocation is performed according to the location of the assets concerned.

NOTES TO THE CASH FLOW STATEMENT

The cash flow statement is presented on page 157.

/ FURTHER INFORMATION ON THE CASH FLOW STATEMENT can be found in the Management Report on
page 104.

(38) PROCEEDS FROM THE SALE OF CONSOLIDATED COMPANIES

PROCEEDS FROM THE SALE OF CONSOLIDATED COMPANIES TAB:5.9.71
2012 2011

in € million
Sale price 195.7 50.6
of which to non-consolidated companies of the K+S Group (0.7) (2.0)
Disposed cash on hand and balances with banks (11.0) (4.3)
Repayment of cash pool credit balance (109.0) 46.3
Proceeds from the sale of consolidated companies 75.0 90.6




The cash flow generated from investing activities from discontinued operations amounting
to € 84.3 million and stated in the cash flow statement for the previous year is the sum total
of the proceeds from the divestment of the compo Group of € 90.6 million and the capital
expenditure of the comPo and NITROGEN businesses in financial year 2011 in the amount
of € (6.3) million.

(39) DISBURSEMENTS FOR THE ACQUISITION OF CONSOLIDATED COMPANIES

DISBURSEMENTS FOR THE ACQUISITION OF CONSOLIDATED COMPANIES TAB: 5.9.72
2012 2011
in € million
Acquisition price 44 263.2
Acquired cash on hand and balances with banks (0.2) (20.4)
Disbursements for the acquisition of consolidated companies 4.2 242.8
(40) NET CASH AND CASH EQUIVALENTS
NET CASH AND CASH EQUIVALENTS TAB:5.9.73
2012 2011
in € million
Cash on hand and balances with banks (according to balance sheet) 351.8 442.8
Cash invested with affiliated companies 0.3 1.0
Cash received from affiliated companies (7.1) (6.5)
Net cash and cash equivalents 345.0 437.3

Cash and cash equivalents include checks, cash on hand and balances with banks, as well as
financial investments with a term normally not exceeding three months from the time of
acquisition. The financial investments mainly include fixed-term deposits at credit institu-
tions and other cash-equivalent investments.

Cash invested with affiliated companies are stated in the item “Other receivables and assets”,
and cash received from affiliated companies in the item “Other liabilities”.

OTHER INFORMATION

AUDITOR’S FEES

AUDITOR’S FEES TAB: 5.9.74
2012 2011

in € million
Audit fees 0.7 0.9
Other performances 0.2 0.1
Auditor’s fees 0.7 1.0

Auditing performances encompass the auditing of the consolidated financial statements and
the annual financial statements of the included German companies.

GOVERNMENT ASSISTANCE

GOVERNMENT ASSISTANCE TAB: 5.9.75
2012 2011

in € million
Investment grants/premiums 03 =
Performance-related assistance 47 2.8
Government assistance 5.0 2.8

The investment grants /premiums recorded relate to sums for the Development Area of the
Federal Republic of Germany, the United States and Canada. Investment grants and premi-
ums are deducted from the carrying amounts of the assets to which they relate.

Performance-related assistance concerns support that is provided by the Federal Labour
Office (Bundesagentur fir Arbeit) in accordance with the German Law on Semi-retirement
(Altersteilzeitgesetz).



RELATED PARTIES

In addition to the subsidiaries included in the consolidated financial statements, the x+s
GROUP has relationships to further related party companies; these include non-consolidated
subsidiaries, joint ventures as well as companies on which the K+s GROUP can exercise deci-
sive influence (associated companies). A complete overview of all related companies can be
taken from the list of all shareholdings on page 212.

The following table shows the transactions of the k+s GRoup with non-consolidated sub-
sidiaries that occurred in the period under review. The business was transacted on custom-

ary market terms.
TRANSACTION WITH NON-CONSOLIDATED SUBSIDIARIES TAB: 5.9.76
2012 2011
in € million
Trade revenues 36.5 70.0
Deliveries and services received 25.4 31.6
Income from dividend payments and profit transfers 5.7 9.2
Other income 0.6 1.0
Other expenses 15 2.5

The trade revenues mainly result from the sale of goods by consolidated companies to for-
eign distribution companies. Deliveries and services received mainly concern deliveries of
explosives from a German subsidiary as well as commissions, which were billed by foreign
distribution companies.

On 31 December 2012, the following outstanding balances with non-consolidated subsidiar-
ies were disclosed:

BALANCES WITH NON-CONSOLIDATED SUBSIDIARIES TAB: 5.9.77
2012 2011

in € million
Receivables from affiliated companies 11.9 145
— of which from bank transactions 0.3 1.0
Liabilities to affiliated companies 12.6 14.0

— of which from bank transactions 7.1 6.5

On the balance sheet date, there were no allowances on receivables from affiliated companies
as was the case in the previous year. Failure insurances for receivables from subsidiaries do
not exist. The receivables and liabilities from bank transactions result from the centralised
taking-out and investment of cash at K+s AKTIENGESELLSCHAFT (cash pooling). On the bal-
ance sheet date, there were no loans to non-consolidated subsidiaries.

Transactions of the k+s GRoUP with joint ventures and associated companies are immate-
rial from a Group perspective.

Related party persons are defined as persons, who are responsible for the planning, manage-
ment and monitoring of a company. They include the Board of Executive Directors and the
Supervisory Board. The remuneration of related party persons is presented in the following
section as well as in the Remuneration Report. Further material transactions with related
party persons did not occur.

TOTAL REMUNERATION OF THE SUPERVISORY BOARD AND THE BOARD OF
EXECUTIVE DIRECTORS

TOTAL REMUNERATION OF THE SUPERVISORY BOARD AND THE BOARD

OF EXECUTIVE DIRECTORS TAB:5.9.78
2012 2011
in € million
Total remuneration of the Supervisory Board 2.0 15
—of which fixed 2.0 11
— of which performance-related — 0.4
Total remuneration of the Board of Executive Directors 9.3 11.8
—of which fixed 2.2 24
— of which performance-related 39 4.3
—of which LTI programme 3.2 5.1
Total remuneration of former members of the Board of
Executive Directors and their surviving dependents 11 11
Pension provisions for former members of the Board of
Executive Directors and their surviving dependents 14.8 124

The total remuneration of the Board of Executive Directors in the year under review related
to six board members, three of whom were in office for twelve months. The remaining



members of the Board of Executive Directors were in office for nine, seven and three
months. In the previous year, the Board of Executive Directors consisted of five board mem-
bers, all of whom were in office for twelve months.

The remuneration system for the Board of Executive Directors consists of the following ele-

ments:

+ regular monthly payments (fixed salary) to which in-kind benefits are added;

+ performance-related non-recurrent remuneration, with bonuses based on the return on
total investment and on an individual performance-related component and paid in the
following financial year

+ the long-term incentive (LT1) programme

The emoluments received by the individual members of the Board of Executive Directors for
financial year 2012 are set forth in the Remuneration Report included in the Corporate Gov-
ernance Report on page 47; the Remuneration Report also constitutes an integral part of the
Management Report.

SHAREHOLDINGS IN K+S AKTIENGESELLSCHAFT

MERITUS TRUST COMPANY LIMITED, Bermuda, owns just under 10 % of the shares via EURO-
CHEM GROUP SE and its attributable subsidiaries. MERITUS manages the industrial share-
holdings of Andrey Melnichenko on a fiduciary basis. On 11 May 2012, BLACKROCK INC., New
York (usa), notified us that its share of voting rights had exceeded the 5% threshold and
that it held 5.08 % of the Company. The shareholding of PRUDENTIAL PLC. is 3% and is held
through M&G INVESTMENT MANAGEMENT LIMITED, London (UK). PRUDENTIAL PLC. made
the announcement on 8 February 2012.

DECLARATION OF CONFORMITY CONCERNING THE GERMAN CORPORATE
GOVERNANCE CODE

The declaration of conformity pursuant to Sec. 161 of the German Stock Corporation Act con-
cerning the recommendations made by the “Government Commission on the German Cor-
porate Governance Code” has been made by the Board of Executive Directors and the Super-
visory Board of K+s AKTIENGESELLSCHAFT for 2012/2013 and is available to shareholders
on the k+s GROUP website (www k-plus-s.com) as well as published on page 33 of the 2012
Financial Report.

LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313 OF THE GERMAN

COMMERCIAL CODE (HGB)

LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313

OF THE GERMAN COMMERCIAL CODE (HGB) TAB: 5.9.79
Interests Share of
Company'’s registered office in capital  voting rights
in %; per 31.12.2012
Fully consolidated German subsidiaries (15 companies)
K+S Aktiengesellschaft Kassel Germany — —
Chemische Fabrik Kalk GmbH Cologne Germany 100.00 100.00
Deutscher Straen-Dienst GmbH Hanover Germany 100.00 100.00
esco —european salt company
GmbH & Co.KG' Hanover Germany 100.00 100.00
esco international GmbH Hanover Germany 100.00 100.00
German Bulk Chartering GmbH? Hamburg Germany 100.00 100.00
K+S Baustoffrecycling GmbH?2 Sehnde Germany 100.00 100.00
K+S Beteiligungs GmbH? Kassel Germany 100.00 100.00
K+S Entsorgung GmbH? Kassel Germany 100.00 100.00
K+S IT-Services GmbH? Kassel Germany 100.00 100.00
K+S KALI GmbH? Kassel Germany 100.00 100.00
K+S Salz GmbH? Hanover Germany 100.00 100.00
K+S Transport GmbH 2 Hamburg Germany 100.00 100.00
Kali-Union Verwaltungsgesellschaft mbH? Kassel Germany 100.00 100.00
UBT See- und Hafen-Spedition GmbH Rostock? Rostock Germany 100.00 100.00
Fully consolidated foreign subsidiaries (48 companies)
Pointe Claire,
Canadian Brine Ltd. Québec Canada 100.00 100.00
Halifax, Nova
Canadian Salt Finance Company Scotia Canada 100.00 100.00
Halifax, Nova
Canadian Salt Holding Company Scotia Canada 100.00 100.00
Santiago
Compania Minera Punta de Lobos Ltda. de Chile Chile 99.64 100.00
Santiago
Empresa de Servicios Ltda. de Chile Chile 99.64 100.00
Santiago
Empresa Maritima S.A. de Chile Chile 48.67 99.59
esco benelux NV. Diegem Belgium 100.00 100.00




LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313

LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313

OF THE GERMAN COMMERCIAL CODE (HGB) — CONTINUED TAB: 5.9.79 OF THE GERMAN COMMERCIAL CODE (HGB) — CONTINUED TAB: 5.9.79
Interests Share of Interests Share of
Company’s registered office in capital  voting rights Company’s registered office in capital  voting rights
in %; per 31.12.2012 in %; per 31.12.2012
Levallois- K+S North America Salt Holdings LLC Chicago USA 100.00 100.00
esco france SA5. Perret TETE 100.00 100.00 K+S Potash Canada General Partnership Vancouver Canada 100.00 100.00
Dombasle -
esco Holding France S.AS. sur Meurthe France 100.00 100.00 pontanaltslRaendinG Ehicazg ush 100.00 100.00
esco Spain S.L o m— Spain 100.00 100.00 Morton Bahamas Ltd. Nassau Bahamas 100.00 100.00
Frisia Zout BV, Harlingen  Netherlands 100.00 10000  Mortonsalt, Inc. Ehicagg UsA 100.00 100.00
Glendale Salt Development, LLC Chicago USA 100.00 100.00 SIS, (Ui Giits Summimit usa 100.00 100.00
Matthew Salina Diamante Branco Ltda. Rio de Janeiro Brazil 100.00 100.00
Inagua General Store Ltd. Town Bahamas 100.00 100.00 Levallois-
Inagua Transports Inc. Monrovia Liberia 100.00 100.00 2alinelCelehospI) Renet RIS 100.00 100.00
) ) Santiago
[ntehiiationbaHespan LR (el P usR 100.00 10000 sepvicios Maritimos Patillos S.A.2 de Chile Chile 49.82 50.00
SRR Santiago
lsislonesteolinbsii: cadale Ciills 2.00 100.00 Servicios Portuarios Patillos S.A. de Chile Chile 99.53 99.89
Santiago Santiago
Inversiones Empremar Ltda. de Chile Chile 48.87 100.00 Sociedad Punta de Lobos SA. de Chile Chile 99 64 9964
Santiago
) ) - . Czech
Inversiones K+5S Sal de Chile Ltda. de Chile Chile 100.00 100.00 Solné Miyny as. Olomouc Republic 100.00 100.00
K+S Canada Holdings Inc. Vancouver Canada 100.00 100.00 Pointe Claire,
K+S Finance Belgium BVBA Diegem Belgium 100.00 100.00 The Canadian Salt Company Limited Québec Canada 100.00 100.00
K+S Finance Ltd. St. Julians Malta 100.00 100.00 Santiago
K+S Holding France SAS Reims France 100,00 100,00 Transporte por Containers S.A. de Chile Chile 48.04 98.71
; VATEL Companhia de Produtos
K+S Investments Ltd. St. Julians Malta 100.00 100.00 AR EEs SA, AvareE Portugal 100.00 100.00
K+S KALI Atlantique S.AS. Pré en Pail France 100.00 100.00 Weeks|lslandllandownerilc Chicago USA 100.00 10000
K+S KALI du Roure S.AS. Le Teil France 100.00 100.00
K6 I HEMERSAS, Rev|ms hialce 100.00 100.00 Non-consolidated German subsidiaries (13 companies)*
K+S KALI Rodez SAS, Radezzlr:rj[: France 9745 9745 1. K+S Verwaltungs GmbH Kassel Germany 100.00 100.00
K+S KALI Wittenheim SAS Wittenheim France 100.00 100.00 1. K+S Verwaltungs GmbH & Co. Erwerbs KG Kassel Germany 100.00 100.00
K+S Mining Argentina SA. Buenos Aires Argentina 100.00 100,00 3. K+S Verwaltungs GmbH & Co. Erwerbs KG Kassel Germany 100.00 100.00
K+S Montana Holdings, LLC Chicago USA 100.00 100.00 4. K+5 Verwaltungs GmbH Kassel Germany 100.00 100.00
K+S Netherlands Holding BV. Harlingen Netherlands 100.00 100.00 Beienrode Bergwerks-GmbH Kassel Celnany 8980 8980
K+S North America Corporation New York USA 100.00 10000 [Nl RE hlaTovel (SEIET 10000 10000
Ickenroth GmbH Staudt Germany 100.00 100.00




LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313

LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313

OF THE GERMAN COMMERCIAL CODE (HGB) — CONTINUED TAB: 5.9.79 OF THE GERMAN COMMERCIAL CODE (HGB) — CONTINUED TAB: 5.9.79
Interests Share of Interests Share of
Company’s registered office in capital  voting rights Company’s registered office in capital  voting rights
in %; per 3112.2012 in %; per 3112.2012
K+S AN-Instituts Associated companies and joint ventures (6 companies)®
e pngsees T iy kasssl GEIany 100.00 100.00 Borde Container Feeder GmbH Haldensleben Germany 33.30 33.30
K+S Consulting GmbH Kassel Germany 100.00 100.00 Morton China National Salt
K+S Versicherungsvermittiungs GmbH Kassel Germany 100.00 100.00 (Shanghai) Salt Co. Ltd. Shanghai China 45.00 45.00
MSW-Chemie GmbH Langelsheim Germany 68.50 68.50 MS “Butes” Schiffahrts GmbH & Co. KG Haren Germany 47.86 47.86
Verlagsgesellschaft fiir Ackerbau mbH Kassel Germany 100.00 100.00 MS “Echion” Schiffahrts GmbH & Co. KG Haren Germany 47.86 47.86
Bad MS “Melas” Schiffahrts GmbH & Co. KG Haren Germany 38.89 38.89
Wohnbau Salzdetfurth GmbH Salzdetfurth Germany 100.00 100.00 MS “Peleus” Schiffahrts GmbH & Co. KG Haren Germany 3015 3015
Société des Engrais de Berry au Bac S.A. Reims France 34.00 34.00
Non-consolidated foreign subsidiaries (22 companies)* Wi el Tamiel
esco Nordic AB Gothenburg Sweden 100.00 100.00 Betriebsgesellschaft mbH Philippsthal Germany 50.00 50.00
Imperial Thermal Products Inc. Chicago USA 100.00 100.00
I1SX Oil & Gas Inc. Calgary Canada 100.00 100.00 Other interests (15 companies) ¢
K+S Asia Pacific Pte. Ltd. Singapore Singapore 100.00 100.00 Fachschule f. Wirtschaft und
K+S Benelux BV. Breda  Netherlands 100.00 100.00 Technik Gem. GmbH Clausthal Germany 940 940
K+S Brasileira Fertilizantes e Hubwoo.com S.A. Paris France 0.04 0.04
Produtos Industriais Ltda. Sao Paulo Brazil 100.00 100.00 Lehrter Wohnungsbau GmbH Lehrte Germany 6.70 6.70
Czech MS “Argos” Schiffahrts GmbH & Co. KG Haren Germany 12.00 12.00
Ko EZas fighia Bepiblle 100.00 100.00 MS “Herakles” Schiffahrts GmbH & Co. KG Haren Germany 12.00 12.00
5 eIt o s iellerp DSOS 100.00 100.00 MS “Kastor” Schiffahrts GmbH & Co. KG Haren Germany 12.00 12.00
K+S Entsorgung (Schweiz) AG Delémont Switzerland 100.00 100.00 MS “Pollux” Schiffahrts GmbH & Co. KG Haren Germany 1198 1198
K+S Fertilizers (India) Private Limited New Delhi India 100.00 100.00 MS “Jason” Schiffahrts GmbH & Co. KG (e Germany 12.00 12.00
fSelliallal e MEIoN2 i)y 100.00 100.00 MS “Nestor” Schiffahrts GmbH & Co. KG Haren Germany 12.00 12.00
K+S Legacy GP Inc. jancolivey €anads 10000 10000 1 “paganini” Schiffahrts GmbH & Co. KG Haren Germany 12.10 1210
Levallois- « » et
K+S Nitrogen France SA.S. s R 100.00 100.00 MS “Telamon” Schiffahrts GmbH & Co. KG Haren Germany 10.12 10.12
K+S Polska Sp. 2 0.0. Poznan Poland 100.00 100.00 MS “Theseus” Schiffahrts GmbH & Co. KG Haren Germany 10.12 10.12
! o Nieders. Gesellschaft zur Endablagerung
K+S UK & Eire Ltd. Hertford  Great Britain 100.00 100.00 von Sonderabfall mbH Hanover Germany 010 010
Kali (UK. Ltd. ieitordigGreatiBitain 100.00 100.00 Poldergemeinschaft Hohe Schaar Hamburg Germany 8.66 8.66
Kali AG Frauenkappeln Switzerland 100.00 100.00 Zoll Pool Hamburg AG Hamburg Germany 196 196
Kali-Importen A/S Copenhagen Denmark 100.00 100.00
RuEsER 1 Exemption rule according to Sec. 264b of the German Commercial Code (HGB) employed
. 2 Exemption rule according to Sec. 264 Para. 3 of the German Commercial Code (HGB) employed
000 K+5Rus Moscow Federation 100.00 100.00 3 Fully consolidated due to dominant influence (e.g. majority of the members of the management body)
Potash S.A. (Pty) Ltd. Johannesburg South Africa 100.00 100.00 * No consolidation due to minor importance.
R , 5 Equity method dispensed due to minor importance.
Shenzhen K+5Tradmg Co. Ltd. Shenzhen China 100.00 100.00 ¢ Stating of amount of equity and earnings of the last financial year dispensed due to minor importance
SPL Pert S.AC. Lima Peru 100.00 100.00
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/ FURTHER INFORMATION ON SHAREHOLDINGS can be found in the Notes to the Annual Financial
Statements of K+S Aktiengesellschaft.

MEMBERS OF THE SUPERVISORY BOARD

A list of members of the Supervisory Board and its committees can be found in the Corpo-
rate Governance section on page 40; this list is also an integral part of the Notes to the Con-
solidated Financial Statements.

MEMBERS OF THE BOARD OF EXECUTIVE DIRECTORS

Alist of members of the Board of Executive Directors and their responsibilities can be found
in the Corporate Governance section on page 39; this list is also an integral part of the Notes
to the Consolidated Financial Statements.

Kassel, 27 February 2013

K+S AKTIENGESELLSCHAFT
THE BOARD OF EXECUTIVE DIRECTORS



INFORMATION ABOUT RAW MATERIAL DEPOSITS

This section contains an overview of the raw material deposits, reserves and resources of
the k+s GroUP, divided into the Potash and Magnesium Products business unit and the Salt
business unit. The deposits used are owned by us or we possess corresponding exploration
and extraction rights or permissions, which legally secure the mining or solution mining of

the specified reserves of raw materials.

POTASH AND MAGNESIUM PRODUCTS BUSINESS UNIT

RESERVES

The specified extractable reserves were last determined on 31 December 2012 and are
comparable with the international terms “proven” and “probable reserves”. The following
table shows the reserves of potassium chloride (KCl) and magnesium sulphate/kieserite
(MgS0,xH,0), the volume extracted in 2012 and the theoretical lifetime of the individual
mines in Germany. Rounded figures are reported. On the basis of this data, a theoretical life-
time of the mines of about 36 years on average is calculated for the Potash and Magnesium
Products business unit. Volumes actually mined in future that differ from these volumes
would result in a change of the theoretical lifetime.

RESERVES POTASH AND MAGNESIUM PRODUCTS BUSINESS UNIT TAB: 6.0.1

Reserves Extraction 2012
Crude salt Theoretical

inteff. tmillion tmillion tmillion teff. tmillion lifetimeinyears?;

million K,0' KCI' Kieserite?  million K,0' Basis K,02012
Rock salt mine
Neuhof-Ellers 81.6 85 135 193 3.69 0.38 22
Sigmundshall 26.3 29 4.6 4.0 2.38 0.27 74
Verbundwerk
Hattorf-Wintershall 572.6 48.6 76.6 783 14.9% 1125 43
Unterbreizbach 82.2 176 279 7.1 436 0.68° 26
Zielitz 441.6 54.8 86.8 — 11.30 1.32 41

1 Potassium oxide (K,0) is a customary, chemical unit of conversion for potassium compounds, 100 % potassium
chloride (KCI) corresponds to 63.17 % K,O

2 Kieserit (MgSO4 x H,0) is a usable magnesium mineral in potash deposits. Other minerals containing magnesium
sulphate are only utilised secondarily for process-related factors.

3 The calculation assumes the granting of approvals, the economic exploitability of reserves and an annual extraction
remaining constant over the lifetime.

4 The theoretical lifetime of the Sigmundshall mine is determined by the volume of reserves of sylvinite and the current
method of residue disposal.

5 Without supplies from Unterbreizbach to Wintershall

¢ Including supplies from Unterbreizbach to Wintershall.

RESOURCES

Additional resources exist for the Potash and Magnesium Products business unit. These
include possible reserves (category c2) and reserves for which it has not yet been proven
that they can be exploited economically (off-balance sheet reserves). Both are roughly com-
parable with what is termed “mineral resources” in the international standard. These are not
yet used potash seams or fields to which rights are held in which resources can be shown to
exist on the basis of geophysical investigations and surface drilling as well as by means of
geological analogical inference. These potential extraction fields are predominantly adjacent
to existing ones and belong to the k+s GROUP or the k+s GROUP has a pre-emptive right.

In Germany, the Potash and Magnesium Products business unit has around 1,350 million
tonnes of crude salt as exploitable resources. This figure too already takes into considera-
tion losses in extraction and impoverishment. This could result in a prolongation of the life-

time of individual plants.



K+S POTASH CANADA

K+s holds several potash exploration licences in the Canadian province of Saskatchewan and,
with its Legacy Project in the mining lease area KLsa 009, has an advanced greenfield pro-
ject in which potassium chloride can be extracted by means of solution mining on the basis
of an existing feasibility study. The reserves and resources are specified in million tonnes of
potassium chloride as a saleable end product, and the corresponding deductions for losses
during mining and processing have already been taken into consideration. On the basis of
the available reserves and at an annual production capacity of 2.86 million tonnes, a theo-
retical lifetime of about 56 years can be assumed.

RESERVES AND RESOURCES K+S POTASH CANADA' TAB: 6.0.2
t million KCI % KCI % K,0

Mineral Reserves Legacy Project area
(Proven and Probable Reserves) and KLSA 009 160.3 29.1 184

Resources

Legacy Project area
and KLSA 009 88.1 273 173

Legacy Project area
and KLSA 009

Indicated Resources

Inferred Resources 893.7 26.9 17.0

1 The reserves figures were determined in accordance with the requirements of the Canadian standard N1 43-101 of the
“Canadian Securities Regulators”.

Apart from the mine lease area KLSA 009, K+S POTASH CANADA holds six more potash explo-
ration permits in Southern Saskatchewan. Due to the limitation of geological data available
on these deposits they cannot yet be classified as resources or reserves. However, as they are
located close to known and economically valuated potash deposits, they should offer signifi-
cant potentials for the future.

SALT BUSINESS UNIT

RESERVES

The specified extractable reserves were last determined on 31 December 2012 and are com-
parable with the international terms “proven” and “probable reserves”. The following table
shows the salt reserves, the average extraction of the mines, open-cast mining operations
and brine fields in the period from 2003 to 2012 as well as the theoretical lifetime of the indi-
vidual sites. Rounded figures are reported. On the basis of this data, a theoretical lifetime
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of the sites of about 50 years on average is calculated (without extraction of solar evapora-
tion salt). Volumes actually mined in future that differ from these volumes would result in
a change of the theoretical lifetime.

RESERVES SALT BUSINESS UNIT TAB: 6.0.3
@-Extraction Theoretical
Reserves in 2003-2012 lifetime
Company  Production method t million in t million in years'
Site
Bernburg, Germany esco Rock salt mine 34.2 1.86 19
Borth, Germany esco Rock salt mine 389 1.54 25
Braunschweig-
Lineburg, Germany esco Rock salt mine 20.8 0.67 31
Bernburg-Gnetsch,
Germany €sco Solution mine 21.0 0.24 83
Harlingen,
The Netherlands esco Solution mine 6.2 1.00 6
Fairport, USA Morton Salt Rock salt mine 55.4 112 49
Grand Saline, USA Morton Salt Rock salt mine 59.7 0.30 198
Mines Seleine, Canada Morton Salt Rock salt mine 37.1 1.53 24
Ojibway, Canada Morton Salt Rock salt mine 83.1 2.63 32
Pugwash, Canada Morton Salt Rock salt mine 314 112 28
Weeks Island, USA Morton Salt Rock salt mine 66.8 141 47
Glendale, USA Morton Salt Solution mine 9.2 0.12 77
Grand Saline, USA Morton Salt Solution mine 43 0.06 74
Hutchinson, USA Morton Salt Solution mine 184 0.32 57
Lindbergh, Canada Morton Salt Solution mine 17.2 0.13 132
Manistee, USA Morton Salt Solution mine 22.7 0.28 81
Rittman, USA Morton Salt Solution mine 8.2 0.50 16
Silver Springs, USA Morton Salt Solution mine 16.6 0.34 48
Windsor, Canada Morton Salt Solution mine 4.8 0.23 21
Solar evaporation
Grantsville, USA Morton Salt salt (Great Salt Lakes) oo 0.57 oo
Solar evaporation
Inagua, Bahamas Morton Salt salt (Ocean) oo 0.88 oo
Tarapaca, Chile SPL Open cast mining 556.0 6.80 82
Rio Grande do Norte, Solar evaporation
Brazil SPL salt (Ocean) oo 0.50 oo

7 The calculation assumes the granting of approvals, the economic exploitability of reserves and an annual extraction
remaining constant over the lifetime



RESOURCES

Additional resources exist for the Salt business unit. These include possible reserves (category
c2) and reserves for which it has not yet been proven that they can be exploited economi-
cally (off-balance sheet reserves). Both are roughly comparable with what is termed “mineral
resources” in the international standard. These are fields to which rights are held in which
resources can be shown to exist on the basis of geophysical investigations and surface drill-
ing as well as by means of geological analogical inference. These potential extraction fields
are in part adjacent to existing ones and belong to the K+s GROUP or we possess a permis-
sion for extraction.

For the Salt business unit, about 1,300 million tonnes of rock salt in Europe and in North and
South America can be disclosed as exploitable resources, taking into consideration losses in
extraction and impoverishment. This could result in a prolongation of the lifetime of indi-
vidual plants.



DEFINITIONS OF KEY FINANCIAL INDICATORS

BOOK VALUE PER SHARE
ENTERPRISE VALUE

EQUITY/ASSETS RATIO |

EQUITY/ASSETS RATIO I

INDEBTEDNESS |

INDEBTEDNESS Il

LIQUIDITY RATIO |

LIQUIDITY RATIO Il

LIQUIDITY RATIO Il

NET FINANCIAL LIABILITIES

NET INDEBTEDNESS

OPERATING ASSETS

RETURN ON CAPITAL
EMPLOYED (ROCE)

RETURN ON EQUITY

Equity

Total number of shares as of 31 Dec.

RETURN ON TOTAL
INVESTMENT

Market capitalisation + net indebtedness

Equity
Operating assets

VALUE ADDED
Equity + non-current debt

Operating assets WORKING CAPITAL

Bank loans and overdrafts

Equity
Net indebtedness
Equity

Cash on hand and balances with banks + current
securities and other financial investments
Current debt

Cash on hand and balances with banks + current securities
and other financial investments + current receivables
Current debt

Current assets
Current debt

Financial liabilities — cash on hand and balances with
banks — securities and other financial investments

Financial liabilities + provisions for pensions and similar obligations
+non-current provisions for mining obligations — cash on hand and
balances with banks — securities and other financial investments

Intangible assets + property, plant and equipment

+shares in affiliated companies + participating interests T Annual average.

RETURN ON REVENUES
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Adjusted Group earnings?
Revenues

Adjusted earnings before taxes®* + interest expenses
Adjusted balance sheet total %3

(ROCE —weighted average cost of capital before
taxes) x (operating assets’) + working capital)

_ Inventories + receivables and other assets® — current

provisions —accounts payable trade — other payables®

Operating earnings (EBIT 1)
Operating assets' + working capital 2

Adjusted Group earnings after taxes?
Adjusted equity™?

2 Adjusted for reimbursement claims and corresponding obligations.

3 Adjusted for the effects of market value changes of operating forecast hedges still outstanding; for adjusted Group earnings,

the resulting tax effects were also eliminated

4 Including earnings before taxes of discontinued operations.

® Without the market values of operating forecast hedges still outstanding as well as derivatives no longer in operation,
but including premiums paid for derivatives used for operating purposes; without receivables and liabilities from financial
investments; adjusted for reimbursement claims as well as the surplus of the CTA plan assets.



GLOSSARY

BRINE

BULK BLENDERS

CASH FLOW

CHLORINE-
ALKALINE
ELECTROLYSIS

COMPLEX
FERTILIZERS

Aqueous rock salt solution. Natural brine is obtained through drilling
underground deposits of brine or through the controlled drill-hole
solution mining procedure and also produced through the dissolu-
tion of mined rock salt.

Operators of bulk fertilizer equipment, in which various nutrients
are combined.

Net balance of incoming and outgoing payments during a report-
ing period.

In chlorine-alkaline electrolysis, chlorine, caustic soda solution and
hydrogen are produced as a result of the decomposition of the basic
substance sodium chloride with the aid of electricity. Alternatively,
potassium hydroxide solution is produced by the application of
potassium chloride. The important basic chemicals of chlorine, caus-
tic soda solution, hydrogen and potassium hydroxide solution form
the basis of numerous chemical products.

contain more than one nutrient, as a rule nitrogen, phosphorus and
potassium as well as — depending on need and application — mag-
nesium, sulphur or trace elements. As a result of the combination of
raw materials in the production process and subsequent granula-
tion, every single grain of the fertilizer contains precisely the same
combination of nutrients; this allows for even spreading of the nutri-
ents on the field.

COMPLIANCE

CONTINUED/
DISCONTINUED
OPERATIONS

COST OF CAPITAL

(conforming with regulations) denotes adherence to laws, internal
corporate regulations and guidelines as well as regulatory stand-
ards recognised by the Company. A compliance system is intended
to avoid risks of liability, penalties and fines as well as other finan-
cial disadvantages for the Company and to ensure a positive reputa-
tion in the public.

On 20 June 2011, K+s sold the compo business to the European pri-
vate equity investor TRITON. Thus, since the reporting on the second
quarter of 2011, the compo business met the criteria of 1Frs 5 “Non-
current assets held for sale and discontinued operations” and was
stated as a discontinued operation. The divestment of the NITROGEN
business to EUROCHEM occurred on 2 July 2012. Consequently, since
the second quarter of 2012, the NITROGEN business is reported as
a discontinued operation in accordance with 1FRs. Following the
divestment of the NITROGEN business and the compo business, the
income statement as well as the cash flow statement of the respec-
tive preceding years were therefore adjusted in accordance with
1FRS. The balance sheet and therefore the key figures working capi-
tal, net indebtedness and book value per share of the respective pre-
vious years were not adjusted and also include the discontinued
operations.

also wacc (weighted average cost of capital); denotes the opportu-
nity costs arising for equity providers and/or lenders through capi-
tal made available to the Company. The weighted average cost of
capital rate is derived from the aggregate of the interest claim to
which a contributor of equity would be entitled in respect of his
equity share as well as the interest on debt in respect of the share of
interest-bearing debt in total capital. As this is considered from an
after-tax perspective, the average interest on debt is reduced by the
corporate tax rate.



DOLOMITE LAYER

DUE DILIGENCE

EBIT I

EBIT Il

Porous, receptive limestone layer a good 500 metres deep, formed
in the Zechstein.

denotes the “necessary care” engaged in ahead of an acquisition and
encompasses the performance of a detailed analysis of an acquisi-
tion target, particularly its geological, technical, (environmentally)
legal, fiscal and financial framework conditions. In the process, anal-
ysis results from the corporate data made available by the target
company are employed. The aim is to expose or limit risks related
to the acquisition.

The internal control of the x+s GroUP is carried out partly on the
basis of the operating earnings EBIT 1. The result from operating fore-
cast hedges included in EBIT I corresponds, due to the elimination of
all fluctuations in market value during the term, to the value of the
hedge at the time of realisation (difference between spot rate and
hedged rate), less the premiums paid or plus the premiums received
in the case of option transactions.

Under 1FRss, fluctuations in market value from hedging transac-
tions are reported in the income statement. EBIT 11 includes all earn-
ings arising from operating hedging transactions, i.e. both valuation
effects as at the reporting date and earnings from realised operat-
ing hedging derivatives. Earnings effects arising from the hedging of
basic transactions with a financing character, whose earnings effects
impact on EBIT I neither in the current financial year nor in future
financial years, are stated in the financial result.

ELECTROSTATIC
PREPARATION
PROCESS (ESTA®)

ENTERPRISE VALUE

EVAPORATED SALT

FINANCIAL
COVENANTS

FIX COST
DEGRESSION

FLOTATION

FREE FLOAT

CONSOLIDATED FINANCIAL STATEMENTS

is a dry preparation process in which the individual elements of
crude salt are charged diversely and then separated with the aid of
an electric field into sodium chloride on the one hand and potassium
chloride and kieserite on the other. Compared with the classical wet
preparation processes, it is clearly more advantageous in terms of
energy consumption and there is far less liquid production residue.

is an indicator of the value of a company frequently used by finan-
cial analysts. Enterprise value is often related to other key figures
(e.g. revenues, EBITDA, EBIT), so that so-called enterprise value multi-
ples are produced.

is produced by evaporating saturated brine, whereby sodium chlo-
ride crystallises.

are figures and agreements contractually agreed between a lender
and a borrower for the duration of a credit facility. Non-compliance
can result in sanctions and the right of extraordinary termination.

denotes the reduction of unit costs in the case of an increasing pro-
duction volume, because the fixed costs are distributed across a
higher production volume.

is a production process separating rock salt and potash or kieser-
ite from crude salt without heat supply. The process is based on the
fundamental principle that air is blown into a crude salt mixture in
a saturated saline solution, enabling the usable substances to float
up and be skimmed off.

The number of shares not held by major shareholders owning more
than 5% of the shares of a company (with the exception of shares
held by investment companies and asset managers).



GREENFIELD
PROJECT

K,0

LIQUIDITY RATIOS

OPERATING
FORECAST HEDGES

PACKAGE OF
MEASURES ON
WATER
PROTECTION

POTASSIUM
CHLORIDE

denotes the creation of new production capacities, including infra-
structure investments, on “greenfield sites”. In contrast to this, there
are also brownfield projects in mining, where the capacity of an
existing mine is expanded.

(potassium oxide) is a chemical unit of calculation used to quickly
compare the potassium content of fertilizers in which potassium is
present in various bonding forms, for example as potassium chloride,
potassium sulphate or potassium nitrate.

provide information about the extent to which current payment obli-
gations are covered by cash and cash equivalents, current receivables
and current assets.

To hedge future currency positions (mainly in Us dollars), we use
operating derivatives in the form of options and futures (see also
transaction risks).

also “€ 360 million package of measures” or “Werra package of meas-
ures”; was presented in October 2008 by k+s in order to further
reduce environmental effects and secure x+s’s production sites in
the Hesse and Thuringia potash district over the long term. It forms
the essential technical basis for the Integrated Package of Measures
presented in 2009, which emerged from the public law agreement
of k+s GroUP with the states of Hesse and Thuringia. The planned
implementation of individual measures for the protection of ground-
water and water by 2015 will result in the volume of saline waste
water being halved. The capital expenditure bound up with the pack-
age of measures totals up to € 360 million.

is natural potassium salt found in seawater, salt lakes and salt
deposits.

PRODUCTION OF
GRANULATES

PURCHASE PRICE
ALLOCATION

RAMP-UP CURVE

RATING

SODIUM CHLORIDE

SOLUTION MINING

STRAIGHT
NITROGEN
FERTILIZER

denotes the production of dispersible fertilizer grains which can be
spread with an agricultural fertilizer spreader.

Allocation of the costs incurred in connection with a corporate acqui-
sition to the assets, liabilities and contingent liabilities acquired.

describes the volumes available over time until the maximum
planned production capacity is achieved during the construction of
a mine as well as the production facility above ground.

describes the assessment of a company’s ability to meet its inter-
est and repayment obligations in a timely manner in the future. It
is given by a rating agency, e.g. MOODY’S Or STANDARD & POOR’S, in
the form of standardised categories.

Rock salt, common salt (NaCl).

denotes the extraction of soluble (salt) rocks (e.g. sylvinite or rock
salt) by discharging water or (salt) solutions in drillings, as a result of
which caverns arise. The solution mining technology permits, to the
extent that the deposit conditions allow for such a process, a faster
commencement of production than do conventional mining tech-
niques, a more flexible starting curve of production and the mining
of deeper-lying deposits. Moreover, the ratio of crude salt to solid and
liquid production residues is more favourable.

is a fertilizer which contains only nitrogen as the main element. k+s
NITROGEN offers the straight nitrogen fertilizers calcium ammonium
nitrate (CAN), ammonium sulphate nitrate and ammonium sulphate
nitrate with boron.



SUPPLY CHAIN

MANAGEMENT

TRANSACTION RISK

TRANSLATION RISK

VALUE ADDED

WATER-SOFTENING
SALTS

denotes groupwide planning, management and coordination of the
entire value chain (procurement, production and logistics).

arises from a transaction in a foreign currency which is to be con-
verted into the Group currency and is therefore a cash risk.

arises from converting income, cash flow or balance sheet items at
different periods or reporting dates, which occur in a different cur-
rency than the Group currency. This is thus a non-cash risk.

This key figure is based on the assumption that a company creates
added value for the investor when the return on the average capital
employed exceeds the underlying cost of capital. This excess return
is multiplied by the average capital employed (annual average for
operating assets and working capital) to give the company’s added
value for the year under review.

remove hardeners such as calcium and magnesium from the water
through an ion exchange process. Soft water is necessary or advan-
tageous for numerous industrial processes, but also in private house-
holds.

CONSOLIDATED FINANCIAL STATEMENTS
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