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TEN-YEAR SUMMARY K+S GROUP

2010 2009 2008 2007 2006 2005 2004 2003 2002 2001

IFRS IFRS IFRS IFRS IFRS IFRS IFRS HGB HGB HGB
Revenues, Earnings, Cash Flow
Revenues € million 4,993.8 3,573.8 4,794.4 3,3441 2,957.7 2,815.7 2,538.6 2,287.8 2,2585 21794
Earnings before interest, taxes, depreciation and amortisation (EBITDA) € million 975.2 411.8 1,4844 4139 4011 3831 289.5 2237 240.1 2484
Operating earnings (EBIT I) € million 7269 238.0 13427 2857 278.0 2509 1629 1157 132.8 120.6
Result after operating hedges (EBIT 11) € million 731.5 2419 1,1923 (106.9) 361.6 271.7 136.5 — — —
Earnings before taxes € million 608.0 1265 11991 (142.6) 3415 2596 1234 1116 1139 1211
Earnings before taxes, adjusted’ € million 603.4 122.6 1,349.5 250.0 257.9 238.8 149.9 — — —
Group earnings € million 448.6 96.4 870.9 (93.3) 22892 174.4 86.8 1013 103.8 1183
Group earnings, adjusted € million 4453 93.6 979.3 175.3 176.22 1613 103.5 — — —
Gross cash flow € million 830.2 3239 11779 3721 342.7 3415 2741 209.1 216.9 2246
Capital expenditure? € million 201.0 177.6 197.5 1716 130.5 107.1 1319 126.6 129.0 157.9
Depreciation? € million 2483 1738 141.7 1282 1231 1322 1266 108.0 107.3 127.8
Working capital € million 959.4 970.5 962.3 570.6 603.1 456.4 3331 250.9 300.5 262.1
Balance Sheet
Equity* € million 2,651.6 2,094.6 1,7183 931.8 11243 9421 880.6 584.9 558.8 516.8
Property, plant and equipment and intangible assets € million 2,803.3 2,658.0 1,4269 12973 12716 874.1 883.3 659.8 598.6 592.4
Net indebtedness € million 7325 1,3513 570.0 1,085.1 7183 321.4 340.5 2205 262.7 180.7
Balance sheet total € million 55737 52171 3,473.8 2,964.8 2,830.9 2,259.1 2,147.7 1,754.5 1,666.7 1,601.0
Employees
Employees as of 31 Dec.® number 15,241 15,208 12,368 12,033 11,873 11,012 10,988 10,554 10,536 10,178

—of which trainees number 647 642 615 614 620 591 591 550 542 533

Average number of employees® number 15,168 13,044 12,214 11,959 11,392 11,017 11,068 10,541 10,439 10,278
Personnel expense55 € million 1,019.3 756.4 7385 687.3 663.5 671.1 613.3 562.7 531.2 522.6
Ratios
Earnings per share, adjusted’ € 233 0.56 5.94 1.06 1.072 0.95 0.61 0.61 0.61 0.68
Dividend per share’ € 1.00 0.20 2.40 0.50 0.50 0.45 033 0.25 0.25 0.25
Dividend yield” % 18 0.5 6.0 12 2.4 35 33 4.6 5.8 46
EBITDA margin % 19.5 115 31.0 12.4 136 13.6 11.4 9.8 10.6 114
EBIT margin % 146 6.7 28.0 8.5 9.4 8.9 6.4 51 59 5.5
Return on revenues % 8.9 2.6 20.4 5.2 6.0% 5.7 4.1 2.8 4.6 5.4
Return on capital employed (ROCE) % 20.9 93 64.0 155 174 195 14.2 127 147 141
Return on total investment % 14.7 6.9 449 11.0 12.3 127 9.1 7.2 7.7 8.5
Return on equity after taxes % 187 8.4 68.6 161 17.72 17.8 121 17.3 186 229
Book value per share € 13.85 10.94 10.41 5.65 6.81 5.54 5.18 3.44 3.10 2.87
Gross cash flow per share € 434 195 7.14 2.25 2.08 2.02 161 1.25 127 130
The Share
Closing price as of 31 Dec.® XETRA, € 56.36 39.99 39.97 40.69 20.55 12.76 9.78 5.44 433 5.48
Market capitalisation € billion 10.8 77 6.6 6.7 34 21 17 0.9 0.8 1.0
Enterprise value as of 31 Dec. € billion 115 9.0 7.2 7.8 41 24 2.0 0.9 0.8 1.0
Total number of shares as of 31 Dec. million 191.40 191.40 165.00 165.00 165.00 170.00 170.00 170.00 180.00 180.00
Outstanding shares as of 31 Dec.? million 191.40 191.40 165.00 165.00 165.00 165.00 170.00 170.00 166.08 173.20

Average number of shares million 191.34 166.15 164.95 164.94 164.96 169.24 170.00 167.08 171.28 173.60




BUSINESS SEGMENTS AT A GLANCE

POTASH AND MAGNESIUM PRODUCTS

NITROGEN FERTILIZERS

TEN-YEAR SUMMARY / BUSINESS SEGMENTS

2010 2009 2008 2007 2006 2010 2007 2006
in€ million in € million
Revenues 1,844.7 1,421.7 2,397.4 1,407.9 1,2389 Revenues 1,286.2 1,265.4 1,108.6
EBITDA 567.1 317.2 1,286.3 2551 2357 EBITDA 67.4 68.2 56.5
EBITI 4759 2317 1,203.2 177.9 158.6 EBITI 55.7 573 459
Capital expenditure 96.9 107.4 1111 79.7 83.8 Capital expenditure 129 16.8 121
Employees (number) 7,900 7,818 7,845 7,672 7,601 Employees (number) 1,226 1,311 1,321

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 phar-

maceutical, cosmetics and food industries as well as elements of feed

The Nitrogen Fertilizers business segment distributes fertilizers for almost all agricultural crops. In addition to products for home
and garden, plant care and plant protection, speciality fertilizers for public green areas, nurseries, horticulture and various special

crops are offered.

SALT COMPLEMENTARY BUSINESS SEGMENTS

2010 2009 2008 2007 2006 2010 2007 2006
in € million in € million
Revenues 1,728.7 1,014.6 618.6 545.1 485.8 Revenues 1337 1251 1239
EBITDA 369.7 2003 776 76.5 92.0 EBITDA 27.7 424 41.8
EBITI 2381 1404 45.2 47.8 67.6 EBITI 212 37.7 37.1
Capital expenditure 79.0 48.0 58.6 479 21.2 Capital expenditure 4.2 17.2 7.7
Employees (number) 5,235 5,279 2,394 2,294 2,194 Employees (number) 280 273 306

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 America and South America.

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 Business Segments” bundles together further activities of importance to the K+S Group. With Kali-
Transport Gesellschaft mbH (KTG), Hamburg, the K+S Group possesses its own logistics service provider. Chemische Fabrik Kalk

GmbH (CFK) trades in different basic chemicals.

< Footnotes Ten-Year Summary

1 The adjusted key figures unalteredly only include the realised result from operating forecast hedges of the respective reporting
period. The changes in the market value of operating forecast hedges still outstanding, however, are not taken into account
in the adjusted earnings. Related effects on deferred and cash taxes are also eliminated; tax rate for 2010: 28.2% (2009: 27.9 %).
2 Without non-recurrent deferred tax income of € 41.9 million or € 0.25 per share.
3 Cash-effective investments in or depreciation on property, plant and equipment, intangible assets.
4 Up to the end of 2003 incl. 50 % special reserves and balance from capital consolidation
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FTE: Full-time equivalents; part-time positions are weighted in accordance with their respective share of working hours.
Personnel expenses also include expenditures connected with partial retirement and early retirement

The figure for 2010 corresponds to the dividend proposal; the dividend yield is based on the year-end closing price.

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



& COVER PICTURE

EXPERIENCE GROWTH WITH THE K+S GROUP: WE EXTRACT, REFINE
AND MARKET NATURAL RAW MATERIALS SUCH AS POTASH AND
SALT. OUR FERTILIZERS FACILITATE RICH AND HIGH-QUALITY HARVESTS
WORLDWIDE.
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When | wrote my letter to you last year, we still remembered the financial and economic crisis
quite well, but already observed the first indications of a revival in demand in the fertilizer
business. Correspondingly, at that time, | had expressed the expectation that this and the first-
time consolidation of MORTON sALT for a whole year should have a positive impact on our
business. In comparison to the admittedly rather low starting point for 2009, at the final count,
| raised the prospect of a significantly better result.

Today, one year later, | am happy to be able to report to you as follows:

+ In 2010, the k+s GROUP generated revenues of € 5.0 billion, an increase of 40 % year on year;

+ Operating earnings eBIT | just about tripled, reaching € 727 million;

+ Adjusted earnings per share stand at € 2.33, having improved by a factor of 4;

+ The Board of Executive Directors will propose to the Annual General Meeting that a dividend
of € 1.00 per share be paid for the past financial year (previous year: € 0.20). This corresponds to
a payout ratio of 43% and is within our target corridor of 40 to 50 % that we essentially seek
to achieve. That way we ensure that our shareholders participate fairly in profits and that the
Company can create reserves for future growth, but also for temporary crises that cannot be
ruled out;

+ we have advanced the integration of MORTON SALT in a purposeful and task-oriented manner and

+ have made a decisive strategic step forward with the acquisition of POoTASH ONE in the Potash
and Magnesium Products business segment.




Already at this point, | would like to thank you for your confidence in the k+s GRouP and our
team, because over the past three years you have greatly supported us in remaining on course
during a period of considerable fluctuation and turmoil.

The capital market clearly appears to approve of this course, when one considers that our share
price rose by more than 40 % last year alone and by an annual average of 13.5% during the past
three years.

But what were the specific reasons for this impressive performance, which most of us would
scarcely have dared to imagine a year ago?

In our core business sector fertilizers, the trade sector had a lot of catching up to do at the begin-
ning of 2010 in order to again build up the very low stocks of fertilizers ahead of the spring
season. But this alone would not have been sufficient to speak of a normalisation of the demand
for fertilizer, because for this it was also necessary that farmers too returned to sustained
consumption behaviour. Happily, this did happen, because the considerably lower use of fertilizers
in 2009 had resulted in relatively low nutrient content in the soil and thus to a greater risk of
lower yields in coming harvests. The sharp increase in international cereal prices that started in
the second half of the year and the accompanying improved income situation of farmers then
further boosted the demand for fertilizers. Both effects have resulted in an increase in our sales
volumes of fertilizer of more than 40 %. Thus, we were able to moderately raise potash prices

in a series of steps in light of the resurgence of demand and in line with the price trend on overseas
markets. Even though many participants in the capital market in particular are looking for a
rapid return to the potash prices seen in the boom year 2008, we have learned a lesson from the
negative experiences made in the years 2008 /09: A sustainable pricing policy is what matters!



In the Salt business segment, the year 2010 was no less exciting. Of course, the integration of

the North American salt producer MORTON SALT acquired on 1 October 2009 was our main focus.
Perhaps you will now be asking yourself why you did not hear very much about this last year.
Now, that is mainly due to the limited operational overlaps with our existing salt activities, so
that the site closures and redundancies that frequently occur in other takeover transactions were
not necessary in this case. But it is also simply our responsibility to ensure that in the day-to-

day business we do not bother our customers, even if in the background, on both sides of the Atlan-
tic, a large number of project teams are working on the quickest possible integration. Therefore,

| am pleased that from day one of its having become part of the K+5 GROUP, MORTON SALT has pro-
vided significantly positive contributions, quarter by quarter, from revenues to net earnings.

| believe we can all be proud of that!

However, the year 2010 was exceptional in another respect too: Both at the start and at the end

of the year we experienced a winter in Europe of an intensity that had not been seen for many years.
While the long-term average and thus the sales volume budget for our European salt subsidiary
Esco is about 2 million tonnes of de-icing salt, more than twice that much was sold here alone last
year. The fact that we are able to not only perform such a feat, but also to profit from such peaks

in demand, can be attributed to three factors: The de-icing salt production in our European plants,
which over the years has become increasingly flexible and ever better at responding to seasonal
effects, the lived synergies between the salt and the potash production, as well as the production
network now not only covering Europe but also stretching to South and North America, which
this winter, for example, made possible 15 deliveries by ship of de-icing salt for Europe from our sites
in Chile and on the Bahamas. Over the past ten years, we have not only simply created the largest
producer of salt but, above all with regard to the product and country portfolio, the most broadly-
based salt producer in the world!




Why is this distinction so important to me? Well, because it makes it clear that we by no means
understand our claim “Experience growth” only one-dimensionally.

Growth simply for growth'’s sake is no objective for us. Growth should be based on values and a
sense of proportion. Two criteria that we want to be judged by. The example of the disposal of saline
waste water from our Werra plant makes it clear that k+s, with the € 360 million package of
measures, is fulfilling its responsibilities. We have developed a lasting approach for the disposal of
future residual saline waste water and want to implement this, as promised, when the corre-
sponding public law permits have been granted. Over the next four years, the concept will result
in a 50% reduction in saline waste water as well as a 30 % reduction in the salt concentration

of the Werra. The package of measures comprises real innovative and sophisticated processes, which
so far have not been implemented on a large scale anywhere in the world by any other potash
producer. We are thus committing ourselves to Germany as a location for business and, with the
package of measures, are going to the limit of what is technically possible and commercially
viable. However, as this lasting local waste disposal is not yet enough for some parties and its
approval for the long term can therefore not be regarded as certain, we are at the same time
preparing applications for approval of saline waste water pipelines to the Upper Weser and the
North Sea. This is being done regardless of the fact that the test criteria for pipelines defined

with the federal states of Hesse and Thuringia and agreed on by the Round Table are currently not
fulfilled in our view. However, this has to be the case before any decision on the construction of

a pipeline can be made. Such a decision is therefore not related to the preparation of the applica-
tions. Nevertheless, | guarantee that these applications will be handled with care and without
prejudice, whatever the outcome.



Where does the k+s GRouP stand today in terms of strategy, and why does the year 2010 have a
particular significance for the decades to come?

In comparison to our international fertilizer competitors, thanks to the combination of potash

and salt, the k+s GROUP is almost unique in the world, since it offers e.g. considerable synergies on
the production side in terms of technology, mining and geology, and is almost perfectly comple-
mentary on the sales side: Thus, the fertilizer business, which is dependent on the economic cycle,
is balanced by the relatively crisis-proof, but weather-dependent salt business. We find this com-
bination is so convincing that in the middle of last year we decided to proceed further with our two-
pillar strategy. This provides for growth in the Potash and Magnesium Products and the Salt
business segments in particular and for focussing our management resources and financial means
on this.

Those of you who have known us for rather longer know that the Board of Executive Directors had
made it a point to expand our own potash capacities over the medium term in light of globally
rising demand for potash. In the past years, we have carefully analysed many potash projects all over
the world. With the successful takeover of the Canadian potash exploration company POTASH

ONE, with its rich potash deposits, we have now taken a decisive strategic step. Now we can and will
construct a new potash plant in Saskatchewan, which will supply the first products starting from
2015 and, from today’s perspective, should produce at least 2.7 million tonnes of potassium chloride
per year when it has been fully developed. The estimated volume of capital expenditure for this
amounts to some us$ 2.5 billion, but will be spread over a number of years and thus will not over-
strain the K+s GrRouUP financially. To that extent, the acquisition of POTASH ONE is completely in
line with our growth strategy, which in addition to the expansion of our potash capacities, provides
for the extension of the average useful lives of our potash mines. Furthermore, together with




our existing domestic potash mines, the new raw material deposits will significantly strengthen
our international competitiveness and consequently benefit the entire k+s GrRouP in Europe
and overseas.

With a view to our two-pillar strategy, in June 2010, we initiated the examination of a sale of compo.
In preparation for this, we have since worked out a concept for a company-law and corporate
carve-out of compo from the k+s GRoUP and started a bidding process. The outcome should be
available in the middle of this year.

What are the prospects now for 2011?

The year 2011 should be another good year for our k+s Group. Global demand for potash fertiliz-
ers will increase further, and a potash sales volume worldwide of 57 to 60 million tonnes
(2010e: 57 million tonnes) appears quite realistic to us. Sustained high prices for agricultural raw
materials and, consequently, very attractive income prospects for farmers should make a key
contribution in this regard. Also, as concerns straight nitrogen and complex fertilizers, we expect
a continuation of the positive demand trend. In the salt business we are anticipating a stable
volume of business on a high level based on the weather-related good start of the de-icing salt
business in Europe as well as North America compared to the peak seen last year. Overall, in
financial year 2011, revenues of the k+s GRouP should increase tangibly, while there are even oppor-
tunities for a significant increase in operating earnings. This and an improved financial result
should also lead to a significant rise in adjusted earnings per share and thus further increase the
capacity for dividend distributions.



TO OUR SHAREHOLDERS K+S ON THE CAPITAL MARKET CORPORATE GOVERNANCE GROUP MANAGEMENT REPORT CONSOLIDATED FINANCIAL STATEMENTS

Also on behalf of my fellow members of the Board of Executive Directors, | would like to thank
our employees wholeheartedly for their extraordinary commitment, their entrepreneurial thinking
and their remarkable team spirit.

I would once again like to thank you, dear shareholders, customers and partners of the k+s GrRouP
for your trust, support and the open dialogue of the past financial year. We want to continue to
work together with you, shape the future together, grow in a controlled way and convince you with
our achievements!

NORBERT STEINER
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1.1 VISION/MISSION 3

1.1 VISION/MISSION

ON THE BASIS OF OUR CORE VALUES, WE WANT:

+ to mine and process raw materials and improve nutrition, health and
quality of life with our products and services

+ to occupy leading positions in the markets
+ to be our customers’ preferred partner
+ to strengthen our raw material and production base and expand it globally

+ to further increase the value added by developing new products and
more efficient processes

+ to achieve a fair balance of economic, ecological and social concerns

+ to create sustainable values for our stakeholders and take on responsibility
in society

+ to be an attractive employer for employees from all over the world
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1.2 BOARD OF EXECUTIVE DIRECTORS

NORBERT STEINER
LAWYER, CHAIRMAN OF THE BOARD OF
EXECUTIVE DIRECTORS

JOACHIM FELKER
INDUSTRIAL BUSINESS MANAGER

Born in Siegen in 1954. After studying law in Heidelberg

and a traineeship within the district of the Higher Regional
Court in Karlsruhe, in 1983, he began his career in the tax
department of BASF AG, whose sub-department of customs
and excise duties he headed from 1988 onwards. In 1993,

he became head of the legal affairs, tax and insurance depart-
ment of K+S AKTIENGESELLSCHAFT. In May 2000, Norbert
Steiner became a member of the Board of Executive Directors,
in January 2006, Deputy Chairman and on 1July 2007, Chair-
man of the Board of Executive Directors of K+S AKTIENGESELL-
SCHAFT. He has responsibility for the Salt business segment
as well as Corporate Development and Controlling, Legal
Affairs /Compliance, Investor Relations, 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 marketing positions within the BAsF Group, including in
Asia. He lastly 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+5 KALI GMBH. In October 2005, he became a
member of the Board of Executive Directors of k+s
AKTIENGESELLSCHAFT. He is responsible for the Potash and
Magnesium Products as well as Nitrogen Fertilizers
business segments.

GERD GRIMMIG
ENGINEERING GRADUATE

Born in Freden in 1953. After studying mining at Clausthal
Technical University, he worked in mining operations at vari-
ous 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 positions 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 department. Since October
2000, he has been a member of the Board of Executive Direc-
tors of K+S AKTIENGESELLSCHAFT. His areas of responsibility
are Mining, Geology, Technology/Energy, Research and Devel-
opment, Environment, Occupational Safety, Quality Manage-
ment, Inactive Plants, Waste Management and Recycling, Ani-
mal Hygiene Products, Msw cHEMIE, and Consulting.
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JAN PETER NONNENKAMP
ECONOMICS GRADUATE

Born in Neukirchen-Vluyn in 1958. After studying law and
subsequently obtaining a doctorate from Minster 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 Directors of
RAG SAARBERG AG and assigned responsibility for personnel,
legal affairs and IT management/organisation. Dr. Thomas
Nocker has been a member of the Board of Executive Directors
of K+S AKTIENGESELLSCHAFT since August 2003. He is
Personnel Director with responsibility for Personnel, 1T-Ser-
vices, Organisation and Project Management, Property
Management, Knowledge Management, Health Manage-
ment, Logistics, and Trading Business (CFk).

Born in Bremen in 1963. After completing his training as a
bank clerk, he graduated in economics from the Private
University of Witten /Herdecke in 1990. He then worked in
consumer and capital goods industry companies, includ-

ing FIELMANN AG and LEOPOLD KOSTAL GMBH & CO. KG, hold-
ing various financial positions. As of 2004, as a member

of the Board of Executive Directors of KNORR-BREMSE AG, he
was responsible for the finance, accounting and tax
departments. Since 1June 2009, he has been a member of
the Board of Executive Directors of K+S AKTIENGESELLSCHAFT
with responsibility for the areas Finance and Accounting,
Purchasing, Materials Management and Warehousing, Tax,
Audit, and Insurance.

1.2 BOARD OF EXECUTIVE DIRECTORS

Further information about the members of the Board of
Executive Directors, their responsibilities and appointments
can be found in the ‘Corporate Governance’ section on
pages 26 et seq.
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dear Lo Lolders ,

Pursuant to Section 171 Para. 2 of the German Stock Corporation Act (AktG), the following
report gives information about the activities of the Supervisory Board during financial year
2010 and the findings of the audit of the 2010 annual financial statements and consolidated
financial statements. The main focuses of our meetings and discussions with the Board of
Executive Directors were the again significantly improving business position of the x+s
GroUP following the economic and financial crisis, the discussion of the k+s GROUP strat-
egy, the expansion of the production and raw materials base particularly through acquiring
the Canadian exploration company POTASH ONE, the possible sale of comPo, the disposal of
saline waste water in the Hesse-Thuringia potash district and the new remuneration system
for the Board of Executive Directors.

CONTINUOUS DIALOGUE TO THE BENEFIT OF THE K+S GROUP

In financial year 2010 too, the Supervisory Board diligently performed 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 business trans-
actions requiring approval. We have advised the Board of Executive Directors on an ongo-
ing basis on managing the Company and monitored the latter’s executive management. We
were constantly involved in a timely and appropriate fashion in all decisions of basic impor-
tance. The Board of Executive Directors informed us regularly, promptly and comprehensively
about the course of business, the earnings and financial position, the employment situation,
planning and the further strategic development of the Company. Deviations from planning
were explained in detail to the Supervisory Board. Thereby, the risk situation and risk man-
agement were constantly in our focus.

The Supervisory Board regularly received written reports from the Board of Executive Direc-
tors for the preparation of meetings. After thorough review and detailed discussion, the
Supervisory Board, where necessary, adopted resolutions regarding the reports and proposed
resolutions. Also between meetings, the chairman of the Supervisory Board maintained close
contact with the Board of Executive Directors and discussed important events and upcoming

decisions with it. The shareholders’ and employee representatives discussed important mat-
ters on the agendas at separate meetings prior to the Supervisory Board meetings.

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 regular meetings.

Attendance at the Supervisory Board meetings during the period under review was, on aver-
age, 98%. Two Supervisory Board members were unable to participate in one meeting each,
so that in 2010 too, no Supervisory Board member participated in fewer than half the meet-
ings. The committees met with all members in attendance except for one meeting each of
the audit committee and the personnel committee, at each of which one Supervisory Board
member was prevented from attending.

SUPERVISORY BOARD MEETINGS
A total of six Supervisory Board meetings, of which two were extraordinary, were held dur-
ing financial year 2010. Additionally, the Supervisory Board adopted one written resolution.

At the meeting held on 10 March 2010, we reviewed the annual financial statements, the con-
solidated financial statements, the management reports and the proposal of the Board of Exec-
utive Directors for the appropriation of profits for financial year 2009, and approved both sets
of financial statements on the recommendation of the audit committee. Within the framework
of the review, we particularly concerned ourselves with the effects of the first-time inclusion
of MORTON SALT in the consolidated financial statements. The business situation and the out-
look for the current year were discussed in depth. On the recommendation of the personnel
committee, it was decided to extend the Board of Executive Directors mandates of Mr. Felker
and Mr. Grimmig, each ending 30 September 2010, by two and three years respectively. Further-
more, also in relation to innovations resulting from the German Act on the Appropriateness of
Management Board Remuneration, on the recommendation of the personnel committee, the
Supervisory Board resolved to modify parts of the remuneration system. This particularly con-
cerns the incentive system for sustainable corporate development (long-term incentive) and
pension commitments. Detailed information regarding the level of remuneration of the Board
of Executive Directors in 2010 as well as the structure of the remuneration system, which has
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not changed since its approval by the Annual General Meeting on 11 May 2010, can be found
on pages 31 et seqq. of the financial report. Moreover, the chairman of the Supervisory Board
explained the recommendation made by the nomination committee to propose to the Annual
General Meeting the election of Mr. Cardona to the Supervisory Board, whose court appoint-
ment expired on the close of the Annual General Meeting on 11 May 2010. Furthermore, the
resolutions proposed for the Annual General Meeting 2010 were approved. In this connection,
the proposal for the choice of the auditor was based on a corresponding recommendation of
the audit committee. The Board of Executive Directors then reported on the status of and pros-
pects for saline waste water disposal in the Hesse-Thuringia potash district.

On 11 May 2010, the Board of Executive Directors informed about the results and business
developments during the first quarter.

At a meeting held on 24 and 25 August 2010, the Supervisory Board initially concerned itself
with the business situation of the first six months of the year and with the outlook for 2010 as a
whole. In doing so, the Board of Executive Directors also went into the current market situation
and, in particular, the speculations regarding a merger of the Russian potash producers and the
targeted takeover of PoTAsHCORP by BHP BILLITON. The Board of Executive Directors then pro-
vided an overview of further developments regarding the question of saline waste water dis-
posal. Subsequently, the Board of Executive Directors explained the newly developed vision of
the future for the k+s GrouP. The strategic directions of the Potash and Magnesium Products,
Nitrogen Fertilizers and Salt business segments were presented in detail by the Board of Exec-
utive Directors. A potential reactivation of the Siegfried-Giesen reserve mine and the acquisi-
tion of POTASH ONE were also dealt with, as was the question of a possible follow-on regula-
tion for the nitrogen fertilizer agreement with Bas¥, which will expire in 2014. After extensive
discussion, the Board of Executive Directors and the Supervisory Board agreed on strategic
objectives for the k+s GROUP. The chairman of the audit committee then reported on its most
recent meeting at which, among other things, it dealt with matters including the internal con-
trol system and compliance management of the k+s GRoUP. In the opinion of the committee
and the plenum, both issues were handled appropriately by the Board of Executive Directors.

At extraordinary meetings held on 24 September and 7 October 2010, the Supervisory Board
mainly dealt with the acquisition of PoTAsH ONE. The Board of Executive Directors provided

detailed information about the profile of the company, the related strategic strengthening
of the raw materials base for the k+s GrRoUP, the main findings of the due diligence audit
including the anticipated environmental permit from the relevant Ministry of the Environ-
ment in Saskatchewan, the financing and the technical realisation of the new potash capaci-
ties. During the internal value-finding for poTAsH ONE, which was supported by an external
expert opinion conducted by a reputable auditing company, the Supervisory Board critically
queried the projected figures also on the basis of demanding stress tests. The Board of Exec-
utive Directors explained that by the acquisition of PoTASH ONE the cost position and thus
the international competitiveness of the Potash and Magnesium Products business segment
will be tangibly strengthened, the average remaining useful life of the potash deposits will be
increased and the business segment will thus become more robust overall, even in the face
of temporary turmoil on the potash market. Against the backdrop of the strategic objectives
agreed between the Board of Executive Directors and the Supervisory Board and following
detailed discussion, the Supervisory Board agreed to the submission of a binding offer for the
acquisition of 100% of the shares of POTASH ONE.

At the last meeting of the year on 24 November 2010, the Supervisory Board decided, on the
recommendation of the personnel committee, to extend the Board of Executive Directors
mandate of Dr. Nocker, ending on 31 July 2011, by a further five years and to re-appoint him
as Personnel Director for that period. The chairman of the Supervisory Board then reported
on his visit to MORTON SALT and the positive impressions gained at the different sites. The
Board of Executive Directors next explained the current business situation and provided an
outlook on the expected revenues as well as the earnings of the k+s GROUP in 2010. More-
over, the Supervisory Board dealt with the planning for 2011 as well as with the medium-
term outlook, including the framework for investment and financing for subsequent years.
The plans were carefully examined for whether they agreed with the strategic objectives, and
acknowledged and approved. Furthermore, the Supervisory Board was informed by the Board
of Executive Directors of the status of saline waste water disposal of the Werra and Neuhot-
Ellers plants on the basis of a report sent to the Supervisory Board members ahead of the
meeting. In particular, the precautionary drafting of application documents for long-distance
pipeline variants to the Weser and the North Sea was discussed intensively, and acknowl-
edged and approved. The chairman of the audit committee then reported on the results of
the audit committee meeting held on the morning of the same day. The focus here was on
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the defined main topics to be covered by the audit, the internal audit and the regulations on
donations and sponsoring. The chairman of the Board of Executive Directors then reported
on the key points of the agreements concluded with PoTASH ONE on 21/22 November 2010,
the first positive reactions of the capital market and the government of the province of Sas-
katchewan as well as on further action. Finally, the Board of Executive Directors explained
the plan to propose to the coming Annual General Meeting that bearer shares be converted
to registered shares. The Supervisory Board supported this plan.

COMMITTEE MEETINGS

In addition to the mediation committee required by law, the Supervisory Board established
three further committees for the performance and support of its responsibilities: the audit
committee, the personnel committee and the nomination committee. The committees pre-
pare resolutions of the Supervisory Board and topics, which are to be dealt with at plenary
sessions. Apart from the audit committee, the chairman of the Supervisory Board chairs
the committees. The content and results of the committee meetings are reported on at the
respective subsequent plenary session. An overview of the committees together with their
composition can be found in the ‘Corporate Governance’ section of the 2010 financial report
on page 30 and on the website of K+S AKTIENGESELLSCHAFT under ‘Corporate Governance’.

The audit committee met three times in 2010. On 2 March 2010, in the presence of the auditor,
the chairman of the Board of Executive Directors and the chief financial officer, the committee
examined the 2009 annual financial statements of K+S AKTIENGESELLSCHAFT, the 2009 consol-
idated financial statements, the respective management reports and the proposal for the appro-
priation of profits. In doing so, the balance sheet effects of the acquisition of MORTON SALT,
the consequences of the sharply declining fertilizer business as compared to 2008 on the net
assets and results of operations, and the capital measures adopted were discussed in detail.
Moreover, the recommendation to the plenary session for the nomination of the auditor for
financial year 2010 to be proposed to the Annual General Meeting was resolved. In this con-
text, the declaration of independence from DELOITTE & TOUCHE GMBH was obtained that is
provided for by Item 7.2.1 of the German Corporate Governance Code. On 25 August 2010, the
committee discussed the main focuses for the 2010 audit of the financial statements. At the
last meeting of the year on 24 November 2010, the audit committee acquainted itself with
the work of the internal audit of the current financial year and particularly with the organisa-

tional integration of MORTON SALT and spL into the internal audit system. The committee also
dealt with the nomination of the auditor to be proposed to the 2011 Annual General Meeting.
Furthermore, on 3 May, 4 August and 2 November, the members of the audit committee, the
chairman of the Board of Executive Directors and the chief financial officer held telephone
conferences in which they discussed the respective quarterly reports awaiting publication.

The personnel committee, which prepares personnel decisions of the Supervisory Board and
is responsible for other matters concerning the Board of Executive Directors, also met a total
of three times in 2010. It dealt with the achievement and agreement of targets, the remu-
neration system of the Board of Executive Directors, the expiration of mandates, long-term
succession planning, the issue of diversity as well as with the pensions and the regulation of
travelling expenses of the Board of Executive Directors.

The members of the nomination committee agreed to two proposed resolutions by phone
or in writing.

For the mediation committee formed in accordance with the German Co-Determination Act
(Mitbestimmungsgesetz), no meeting was called in the past financial year.

CORPORATE GOVERNANCE

At regular intervals the Supervisory Board considers the application and further develop-
ment within the Company of provisions of the German Corporate Governance Code. Detailed
information concerning the Supervisory Board can be found in the ‘Corporate Governance’
section of the 2010 financial report on pages 23 et seqqg.

In the past year, the Supervisory Board and the Board of Executive Directors discussed the
German Corporate Governance Code in its revised version of 26 May 2010, and at the meet-
ing held on 24 November 2010, resolved the joint declaration on conformity 2010/2011 which,
with only one exception, corresponds to all recommendations of the respective version of
the Code. The suggestions of the Code are also being followed, with only two exceptions. The
declaration on conformity can be found on the website of K+S AKTIENGESELLSCHAFT under
‘Corporate Governance’ and on page 21 of the 2010 financial report. At the same meeting, the
chairman of the Supervisory Board discussed the proposed resolution of the nomination com-
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mittee on the objective for the composition of the Supervisory Board pursuant to Item 5.4.1
of the German Corporate Governance Code, which was adopted by the plenary session after
detailed discussion. The objective can be found on the website of K+S AKTIENGESELLSCHAFT
under ‘Corporate Governance’ and on page 24 of the financial report. The Supervisory Board
also discussed the outcome of the assessment of the questionnaire responded to by its mem-
bers regarding the annual efficiency review. The findings provided valuable individual ideas
for future work in the Supervisory Board and its committees.

No conflicts of interest on the part of members of the Board of Executive Directors or the
Supervisory Board about which the Annual General Meeting would have to be informed
were disclosed to the Supervisory Board during the period under review. To prevent poten-
tial conflicts of interest, Mr. Cardona and Dr. Stinner did not participate in two plenary ses-
sions each on discussions on issues which could also affect interests of 0A0 EUROCHEM and
BASF SE. Mr. Vassiliadis declared that if corresponding issues were to be dealt with in the
Supervisory Board of BASF S, he would not participate in its discussions. No resolutions were
adopted in relation to these issues.

AUDIT OF THE 2010 ANNUAL FINANCIAL STATEMENTS AND CONSOLIDATED
FINANCIAL STATEMENTS

DELOITTE & TOUCHE GMBH, Hanover, audited the annual financial statements and manage-
ment report of K+s AKTIENGESELLSCHAFT, which were prepared by the Board of Executive
Directors in accordance with the rules of the German Commercial Code (HGB), as well as the
consolidated financial statements and the Group management report for financial year 2010,
which were prepared in accordance with the International Financial Reporting Standards
(1FRS), and issued unqualified audit certificates for both of them. The aforementioned docu-
ments, the Board of Executive Director's recommendation concerning the appropriation of
the retained 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 dealt with comprehensively at the audit committee meeting held on 1 March 2011 as
well as at the Supervisory Board meeting held on 9 March 2011, at which the chairman of the
audit committee and the auditor DELOITTE & TOUCHE GMBH reported on the result of their
audits in depth. Neither DELOITTE & TOUCHE nor the audit committee identified weaknesses
in the control and risk management system relating to the accounting process. All questions

raised at the meeting were answered exhaustively by the Board of Executive Directors and
the auditor. After its own examination and discussing the annual financial statements, the
consolidated financial statements, the management report and the Group management
report, the Supervisory Board did not find grounds to raise objections. It agreed with the Board
of Executive Directors in its assessment of the position of K+S AKTIENGESELLSCHAFT and of
the Group, and also followed the proposal made by the audit committee to the extent that
it approved the financial statements for financial year 2010. The 2010 annual financial state-
ments of K+s AKTIENGESELLSCHAFT were thus ratified. The resolution on appropriation of
profits proposed by the Board of Executive Directors was also examined with regard to the
present and future expected financial situation of the k+s GrRoUP. Following extensive discus-
sion, the Supervisory Board approved the proposal made by the Board of Executive Directors.

The Supervisory Board thanks the members of the Board of Executive Directors as well as all
employees and their representatives for their high commitment and very successful work
done in the past financial year.

KASSEL, 9 MARCH 2011

Qo f drbor

DR. RALF BETHKE

CONSOLIDATED FINANCIAL STATEMENTS



K+S ON THE CAPITAL MARKET

/ A € 5000 invest-
ment in K+s shares yielded € 26,157 in five years; +39.2% p. a. / Corresponding to higher
earnings, proposed dividend of € 1.00/share significantly above that of the previous year
(€ 0.20/share) / At the end of 2010, bond was quoted at 107.476 % (+2.170 percentage
points year on year; yield as at the balance sheet date was 2.868 %) / Analyst coverage again
slightly extended
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CAPITAL MARKET KEY INDICATORS TAB: 2.0.1
2010 2009 2008 2007 2006
K+S SHARE
Earnings per share, adjusted’ €/share 233 0.56 5.94 1.06 1.072
Type of shares: no-par value shares
Gross cash flow per share € /share 434 1.95 7.14 2.25 2.08 Total number of shares: 191,400,000 units
Book value per share € /share 13.85 10.94 10.41 5.65 6.81 WKN/ISIN: 761200 /DE0007162000
Year-end closing price (XETRA)? € 56.36 39.99 3997 40.69 2055 Marketsegment: Prime Standard
Prime industry: chemicals
Highest price (XETRA)3 € 56.65 53.04 95.90 40.69 20.55 Industrial group: chemicals, commodities
Lowest price (XETRA)? € 3594 29.85 27.72 18.50 13.05  Listing:all exchanges in Germany
L -~ Bloomberg ticker symbol:
Year-end market capitalisation € billion 10.8 7.7 6.6 6.7 34 SDF GR and SDF GY
Total stock exchange turnover € billion 16.8 16.9 334 10.2 4.3 Reuters ticker symbol: SDFG
Average daily turnover €million 65.7 66.4 1316 406 169  ADRCUSIP:48265W108
Index weighting as of 31 Dec.: DAX; 2006 —2007: MDAX % 13 11 12 5.9 3.2
Total number of shares as of 31 Dec. million 191.40 191.40 165.00 165.00 165.00 K+s BOND
Outstanding shares as of 31 Dec.* million 191.40 191.40 165.00 165.00 165.00
" — WKN /ISIN: A1A 6FV/DEOOOATAGFVS
Average number of shares million 191.34 166.15 164.95 164.94 164.96 Stock exchange listing:
Dividend per share® €/share 1.00 0.20 2.40 0.50 0.50 Luxembourg Stock Exchange
— A - Issuing volume: € 750 million
Total dividend payment € million 191.4 38.3 396.0 82.5 82.5 Denomination: € 1,000
Payout ratio®7 % 43.0 409 40.4 471 46.8 Issue price: 99.598 %
Dividend yield (closing price)® % 18 0.5 6.0 12 24  Interestcoupon:5.000%
ity aft % 3 3 g N Maturity: 24 Sept. 2014
Return on equity after taxes 6 18.7 4 68.6 161 17.7 Rating: S&P: BBB; Moody's: Baa2
Return on capital employed (ROCE) % 20.9 9.3 64.0 155 174
Enterprise value (EV) as of 31 Dec. € billion 115 9.0 7.2 7.8 41
COMPANY RATING
Enterprise value to revenues (EV/revenues) X 2.3 2.5 1.5 2.3 14
Enterprise value to EBITDA (EV/EBITDA) X 11.8 218 4.8 18.8 10.2 S&P: BBB (outlook: positive)
Enterprise value to EBIT (EV/EBIT) x 1538 3738 53 273 148  Moody's: Baa2 (outlook: stable)

1 The adjusted key figures unalteredly only include the realised result from operating forecast hedges of the respective reporting period
The changes in the market value of operating forecast hedges still outstanding, however, are not taken into account in the adjusted earnings.
Related effects on deferred and cash taxes are also eliminated; tax rate for 2010: 28.2% (2009: 27.9 %)

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

3 The price of the K+5 share since the capital increase in December 2009 has been traded ex subscription right. Historical values were not adjusted.

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

5 Total number of shares less the average number of own shares held by K+S.

6 The figure for 2010 corresponds to the dividend proposal; the dividend yield is based on the year-end closing price

7 Refers to adjusted earnings after taxes.



RECOVERY ON THE STOCK EXCHANGES

In the stock exchange year 2010, the recovery which
began in 2009 after the significant losses of the previous
year continued on the international stock markets, albeit
to a lesser extent. In 2010, the important us s&p 500
share index experienced an increase, gaining 12.8 % after
having gained 23.5% in 2009. Germany's leading index,
the pAX, was able to record an increase of 16.1% due to
strong economic growth (2009: 23.8 %). However, the
mood on the stock markets was temporarily negatively
affected by debt crises, caused particularly by the devel-
opment in Greece and Ireland, as well as stronger regu-
lation of the financial sector. On account of their stron-
ger and more dynamic economic growth and largely
sound budgetary situations, the stock markets of the
emerging market countries were able to develop better
than those of the industrial countries.

Commodity prices also increased significantly in 2010;
palm oil and corn in particular benefited from a strong
demand. At the end of the year, the price of gold stood
at Us$ 1,423.60 per troy ounce (an increase of 19.5%).
The price of oil also profited from the recovery of the
global economy; by the end of the year, it rose by 21.6 % to
US$ 94.75 per barrel.

THE K+S SHARE IS PERFORMING BETTER THAN
THE DAX, DJ STOXX 600 AND MSCI WORLD
STANDARD

The important German share benchmark index for k+s,
the pax, closed on 31 December 2010 at 6,914 points and
thus rose by 16.1% in the course of the year (previous
year: +23.8 %). The European stock index pj sToxX 600
rose by 8.6 % to 276 points, and the global MscI WORLD
STANDARD index was up by 9.6 % to 1,280 points. Over
the course of the year, with an increase of 40.9 %, the
performance of the k+s share was thus significantly
better than that of those comparative indices. The pic-
ture is also similar over a longer time perspective. Thus,

PERFORMANCE TAB: 2.1.1
1year 5 years 10 years
2010 2006-2010 2001-2010

in%
K+S share (excluding dividends) +40.9 +366.1 +1,221.8
K+S share (including dividends) +41.4 +396.4 +1,338.1
DAX (performance index) +16.1 +27.8 +7.5
DJ STOXX 600 +8.6 (11.0) (23.3)
MSCI World Standard +9.6 +1.8 +4.8

the value of the k+s share has more than quadrupled
over the past five years, whereas the pax and the mscr
WORLD STANDARD could only increase by 27.8 % and
1.8 % respectively and the DJ STOXX 600 even experi-
enced a loss of 11.0 %. This effect becomes even clearer
when compared with the past ten years. / TAB: 2.1.1

K+S SHARE PERFORMANCE IS +40.9 % OVER

THE YEAR (INCL. DIVIDEND +41.4%)

At € 56.36, the 2010 closing price was significantly higher
than the price at the end of the previous year (€ 39.99).
The price performance was initially very positive,
but was temporarily slightly subdued in the summer
months as a result of a generally weak environment
on the stock markets and the continued declining price
trend for agricultural raw materials until the middle of
the year. Then, the k+s share recovered strongly from
August onwards. / FIG: 2.1.1, 2.1.2

The following important events impacted the price

trend in 2010:

+ At the beginning of the year, the x+s share price was
quoted at approximately € 40. Supported by positive
analysts’ comments regarding the prospects for the fer-
tilizer business in 2010, the share increased to € 47 until
the beginning of March also on account of a favour-
able market environment as well as the cold weather
conditions in Europe. Following the publication of the
figures for the 2009 financial year on 11 March which
matched expectations, the price of the x+s share ini-
tially moved sideways until the end of April.
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+ The figures published on 11 May managed to exceed PERFORMANCE OF THE K+S SHARE IN RELATION TO DAX, DJ STOXX 600 AND MSCI WORLD FIG: 2.1.1
analysts’ expectations; however, the cautious outlook
given by the k+s GRouP impelled several analysts to in % Jan.10 Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. Jan.11 Feb.
reduce their estimates. The share closed at an annual 150
low of € 35.94 on 25 May in a stock market environ- 4
ment that was weak overall. 130 m
+ At the start of June, the price increase announced 120
by x+s for granulated potassium chloride of € 8 to 110 A

€305 per tonne, and the announcement that it would ~ 100

examine the sale of comPo within a year,had a posi- 29
tive impact on the x+s share price, which rose to € 41. 80

- . 70
At the beginning of August, the k+s share displayed T —————"
a strong upward trend and profited above all from

. . . . — K+S DAX DJ STOXX 600  — MSCI World Source: Bloomberg
increasing prices for agricultural products.
+ In connection with the publication of figures for the
second quarter on 12 August, K+s again raised the
MONTHLY HIGHEST, LOWEST AND AVERAGE PRICE OF K+S SHARE FIG: 2.1.2

sales forecast for potash and magnesium products

and again gave a quantitative revenues and earnings  in€ Jan.10 Feb. Mar. April  May June July Aug. Sept. Oct. Nov. Dec. Jan.1l Feb.
outlook. Assuming a slightly lower average price for

the potash and magnesium products portfolio forthe 60

second half of the year, compared with the first half, 55

led to a modification of several analysts’ estimates 22
and the k+s share price being slightly muted. 2
+ The British-Australian mining company BHP BILLI- 22
TON's bid for the Canadian potash producer poTASH- 30
corp,announced on 17 August, drew the attention of
market participants to the sustainable attractiveness Highest/lowest price . Monthly average Source: Bloomberg
of the potash market and fuelled speculation about
possible further takeovers in the fertilizer industry.
+ In the weeks that followed, the x+s share also prof- cultural prices. Also, PoTASHCORP announced price  + The results for the third quarter, pre-published in an
ited from a generally positive mood on the stock mar- increases for granulated potassium chloride for the ad hoc notification on 2 November, which to some

ket as well as from the continually increasing agri- American market and Bpc for Asia and Brazil. extent significantly surpassed the consensus expec-



tations, and the simultaneous raising of the earn-
ings forecast resulted in a further increase of the k+s
share.

MARKET CAPITALISATION OF Th “+S AKTIENGESELLSCHAFT

+ This development was given additional backing
at the end of November by the intention of x+s to
friendly take over the Canadian potash exploration
and development company POTASH ONE, which will

FIG: 2.1.3
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PERFORMANCE OF THE K+S SHARE IN RELATION TO PEERS

FIG: 2.1.4
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lead to an expansion of the potash capacities of the
K+S GROUP in the medium term within the frame-
work of the growth strategy and to a prolongation of
the average life of the mines.

+ At the end of the year, the share was finally given
another stimulus by k+s’ announcement of an
increase in the price of granulated potassium chlo-
ride by a further € 18/t to € 335/t in Europe, as well
as by the early onset of winter in Europe, and on 31
December it closed at € 56.36 with an increase of
40.9 % compared with the end of 2009 (€ 39.99).If the
dividend paid in May 2010 is taken into consideration,
the growth in value amounted to 41.4 % in total.

AT THE START OF 2011, THE K+S SHARE PRICE

IS MOVING SIDEWAYS

2011 started with a sideways movement for the k+s
share. On 28 February 2011, at about € se6, the k+s share
was quoted at roughly the same level as at the end of
2010. The DAX rose by about 5% during this period.

PERFORMANCE OF THE K+S SHARE

SINCE THE START OF THE YEAR IN RELATION

TO COMPETITORS

We are consistently following the relative performance
of our share compared to our publicly traded competi-
tors, the so-called peer group. Among others, it includes
North American fertilizer producers POTASHCORP and
MOSAIC, Russian potash producer UraLkALI Norwegian
fertilizer supplier YArA, and salt manufacturer compass
from the United States. / FIG: 2.1.4



The positive price development of the shares of inter-
national fertilizer producers, already ensuing in the
first quarter due to an improving market environment,
was curbed for a short time in the second quarter by
the declining prices for agricultural raw materials. In
the third and fourth quarters, however, the price devel-
opment was favoured by takeover speculations in the
fertilizer industry and by soaring cereal prices. In 2010,
the k+s share was able to maintain its position very
well and closed with an increase of 40.9 % on 31 Decem-
ber 2010. Apart from the slightly stronger performance
of the share of our competitor POTASHCORP (+42.7%),
which had significantly increased in the meantime
as a result of the hostile takeover bid announced by
BHP BILLITON on 17 August 2010, only the share of our
competitor URALKALI fared better with an increase of
74.9 % against the background of the consolidation of
the Russian potash producers.

FINANCIAL INVESTMENT IN K+S SHARES HAS
GROWN ON AVERAGE BY 39.2% PER YEAR OVER
THE PAST FIVE YEARS

An investment in k+s shares has paid off extraordinarily
well during the last five years. The shareholder, who has
acquired x+s shares for € 5,000 on 31 December 2005
and reinvested dividend payments made and subscrip-
tion rights allocated over the following five years in k+s
shares, found his portfolio worth € 26,157 on 31 Decem-
ber 2010. The value of the portfolio rose by on average
39.2 % per year over those five years. By comparison: The
DAX only achieved an annual yield of +5.0 % in the same
period. / FIG: 2.1.5
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PERFORMANCE OF PORTFOLIC 7. K+S SHARES ! FIG: 2.1.5
in€ ~°00 20,000 30,000
2010 26,157
2009 18,475
2008 16,541
2007 16,630
2006 . 8,230
2005 5,000
as of 31 December
1 Including reinvestment of dividends on the day after the AGM and assuming the exercise of granted subscription rights

without effecting expenditure within the framework of the 2009 capital increase; plus cash remaining,
SHAREHOLDER STRUCTURE AS OF 28 FEBRUARY 2011 FIG: 2.1.6
3 2010 2009
& in %
) / 1 1 Freefloat 74.8 74.7
- 2 Meritus Trust
Company Limited 14.9 15.0
3 BASFSE 10.3 103

SHAREHOLDER STRUCTURE WITH

HIGH FREE FLOAT

Several reallocations were made in our shareholder
structure in 2010. On 17 May 2010, in accordance with § 21
of the German Securities Trading Act (WpHG), the BANK
OF N.T. BUTTERFIELD AND SON LIMITED, Bermuda, via
MCC HOLDING PUBLIC COMPANY LIMITED, notified us
that it had fallen below the threshold of 15.0 % and held

14.989 % of the shares as at 14 May. MERITUS TRUST
COMPANY LIMITED, Bermuda, notified us on 22 Septem-
ber, that it had taken over the voting rights previously
attributable to the BANK OF N.T. BUTTERFIELD AND
SON LIMITED, Bermuda, and held through the EUrRO-
CHEM GROUP SE (previous name: MCC HOLDING PUB-
LIC COMPANY LIMITED), therefore exceeding the thresh-
old of 10 %, and was holding 14.86 % of the shares at that

CONSOLIDATED FINANCIAL STATEMENTS



time. MERITUS manages the industrial shareholdings of
Andrey Melnichenko on a fiduciary basis. BASF SE con-
tinues to hold about 10 % of our shares. After BLACKROCK
INC. had initially informed us on 2 September that it
had fallen below the threshold of 3%, on 13 September,
the company announced that this threshold had again
been exceeded and that its shareholding was 3.63 %.On
26 November, we were informed by axa s.a. that it held
3.06 % of K+s shares. /FIG: 2.1.6

Under the free float definition applied by DEUTSCHE
BORSE AG, the free float is unchanged and amounts
to just under 75%. A shareholder identification survey
carried out in October 2010 by an external service pro-
vider also revealed that apart from the permanent hold-
ing just under 19% of the shares are held by domes-
tic institutional investors and a good 35 % by foreign
ones. We continue to assume that approximately 20 %
of the shares which could not be unambiguously allo-
cated under the shareholder identification survey are
held by predominantly domestic private investors. It is
estimated that approximately 1% of those shares are
held by k+s employees.

Geographically speaking, approximately 50% of our
shares are held in Germany, if one takes into account the
German institutional investors as well as BASF SE and
our employees, and if one again assumes that private
shareholders are exclusively German residents. World-
wide, investors can be divided as follows: Russia (15 %),
the usa and Canada (11 %) and the uk and Ireland (9 %).

About 6% are in France and Benelux, and the other 9%
in the rest of the world.

AMERICAN DEPOSITARY RECEIPTS FOR TRADING
IN THE UNITED STATES

In North America, we offer our shareholders an AMERI-
CAN DEPOSITARY RECEIPTS (ADR) programme, to enable
investors there to trade in k+s securities and therefore
to expand the international shareholder basis. As the
ADRs are listed in Us dollars and the dividends are also
paid in uUs dollars, their form is essentially similar to
that of us stocks. Two ADRrs underlie one k+s share. The
ADRSs are traded on the otc (over-the-counter) market
inthe form of a “level 1” ADR programme. The K+S ADRS
are listed on oTcax, a trading platform which offers
issuers an efficient possibility of increasing the liquid-
ity of their ADRs.

/ FURTHER INFORMATION ON THE ADR PROGRAMME is
available on our homepage at www.k-plus-s.com in the Investor
Relations/Share /aDR programme section, as well as on the website
of the trading platform oTcax www.otcgx.com.

LISTING IN STOCK MARKET INDICES

According to the stock exchange ranking of February
2011, we are currently in 22nd place on the pax in terms
of market capitalisation (previous year: 21st) and, in
terms of trading volume, in 19th place (previous year:
16th). Furthermore, the x+s share is quoted on the fol-
lowing stock market indices:

+ DAX

+ DJ STOXX 600

+ DJ EURO STOXX

HDAX

CDAX GESAMTINDEX

PRIME SECTOR CHEMICALS

INDUSTRY GROUP CHEMICALS/COMMODITY
MSCI WORLD STANDARD

MSCI EUROPE STANDARD

MSCI GERMANY STANDARD

ECPI ETHICAL INDEX GLOBAL

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

AT € 1.00, DIVIDEND PROPOSAL IS
SIGNIFICANTLY HIGHER THAN PREVIOUS YEAR
We pursue a basically earnings-based dividend policy.
With this measure, a dividend payout ratio of between
40 and 50 % of the adjusted Group earnings 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 that
a dividend of € 1.00 per share be paid for the past finan-
cial year following an upward adjustment for the sig-
nificantly higher earnings. /FIG:2.1.7

This corresponds to a dividend payout ratio of about
43 %. With 191.4 million shares outstanding, this there-
fore results in a total dividend payment of € 191.4 mil-
lion. Based on a share price of € s6.36 at the end of the
year, the dividend proposal will lead to a dividend yield
of 1.8 %.
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FIG: 2.1.7

in€ 1.00

1.50 3.00

2010" 1.00

2009 0.20

2008

2.40

2007 0.50

2006 0.50

1 The figure for 2010 corresponds to the dividend proposal.

THE K+S BOND

K+S AKTIENGESELLSCHAFT placed its first bond on the
capital market in September 2009. The bond has a vol-
ume 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 pro-
ceeds from the bond issue were used to finance part
of the purchase price for the takeover of MORTON SALT.
The placing enabled the Company to create a balanced
maturity structure of the outstanding financing instru-
ments.

Continued low risk premiums for corporate bonds con-
tributed to the x+s bond being quoted at 107.476% on 31
December 2010. This corresponds to an increase of 2.170
percentage points since the end of 2009. This means that
the yield as at the balance sheet date was 2.848% p.a.

RATING

At the start of 2009, we submitted ourselves to an exter-
nal rating process for the first time. MmooDY's rating is
currently “Baa2” and the outlook “stable”. This rating was
confirmed on 29 November 2010 after the announce-
ment of the takeover of POTASH ONE and justified by an
improving market environment for fertilizers, financing
extending over a longer period of time, the diversifica-
tion of the country portfolio, the longer availability of
potash capacities as well as the improvement of the cost
position. On 17 January 2011, STANDARD & POOR'’s con-
firmed its “BBB” rating taking the announced takeover of
POTASH ONE into consideration; the outlook improved
from “stable” to “positive” due to the stabilisation of pot-
ash sales volumes and prices.

RESEARCH COVERAGE OF K+S EXTENDED
SLIGHTLY FURTHER

The already very extensive research coverage about k+s
has again increased in comparison to the previous year.
The spectrum of the banks regularly analysing us ranges
from investment boutiques with regional expertise to
major banks with an international approach.

The following 34 banks analyse x+s on a regular basis:
+ B.METZLER SEEL. SOHN & CO.
+ BANKHAUS LAMPE
+ BANK OF AMERICA | MERRILL LYNCH
+ BERENBERG BANK
+ BHF-BANK

+ BMO CAPITAL MARKETS
+ CA CHEUVREUX
+ CITIGROUP

+ COMMERZBANK
+ CREDIT SUISSE

+ DEUTSCHE BANK

+ DZ BANK

+ EQUINET

+ EQUITA

+ EXANE BNP PARIBAS

+ GOLDMAN SACHS

+ HSBC TRINKAUS & BURKHARDT
+ INDEPENDENT RESEARCH

+ J.P. MORGAN CAZENOVE

+ LBBW

CONSOLIDATED FINANCIAL STATEMENTS



MACQUARIE SECURITIES EUROPE (new)
MAIN FIRST BANK

MEITAV INVESTMENT HOUSE (new)
M.M. WARBURG & CO

MORGAN STANLEY

NOMURA

REDBURN PARTNERS (new)

SCOTIA CAPITAL (new)

SILVIA QUANDT RESEARCH
SOCIETE GENERALE

SRH ALSTER RESEARCH

UBS INVESTMENT RESEARCH
UNICREDIT EQUITY RESEARCH
WESTLB

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

In the last of the research surveys that we carry out
regularly, fifteen banks gave us a “buy/accumulate” rec-
ommendation, seven a “hold /neutral” recommendation
and four a “reduce/sell” recommendation. The ‘Inves-
tor Relations’ section of our homepage carries a con-
stantly updated overview of current research recom-
mendations as well as consensus forecasts for revenues
and earnings.

/ MORE INFORMATION on this is available on our homepage at
www.k-plus-s.com in the Investor Relations/Share section.

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 with an offer of 43 roadshows and conference days
(2009: 44). We held investor meetings in the usa, in Ger-

many, the Uk, Ireland, Switzerland, France, Canada, Italy,
Japan, Luxembourg, the Netherlands, Austria, Singapore
and Scandinavia. We also organised numerous one-on-
one interviews as well as conference calls. As part of
the x+s-Capital Markets Day in Berlin in December
2010 and an accompanying visit to a potash mine, we
made extensive information available to institutional
investors and securities analysts and made direct dia-
logue possible with the Board of Executive Directors and
senior management. We intensified contact with pri-
vate shareholders through participation in three share
forums in Hanover, Goppingen and Kiel. 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 management, and provide comprehen-
sive, fast and optimally objective information about our
strategy as well as about all events relevant to the capi-
tal markets that concern the k+s GROUP.

AWARDS

Our efforts were once again recognised last year by third

parties:

+ For the first time, the k+s 2009 Financial Report came
top among 30 stocks quoted on the pax in the highly
regarded competition held by the German manager
magazine (previous year: sth place) and top (previ-
ous year: 7th place) in the total ranking of about 160
companies examined from the DAX, MDAX, SDAX and
TECDAX.

+ In May, we were for the first time awarded the Arc
(ANNUAL REPORT COMPETITION) AWARD for the

Online Financial Report 2009 out of about 2,000 com-
panies from 30 countries.

+ CAPITAL magazine, together with the pvra and on
the basis of comprehensive evaluations by banks and
fund management companies from all over Europe,
awarded our 1r work with oth place in the pax (pre-
vious year: 13th place).

+ Inthe case of the THOMSON REUTERS EXTEL SURVEY
Beste Ir Deutschland 2010 we ranked 18th in the DAX
(2009:15th place).

We are very pleased with the awards we have received;
they act both as an incentive and an obligation for us
to continue to improve our service to our shareholders,
bond holders and other stakeholders.

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 constantly improving our finan-
cial market communication. The keen interest in K+s is
also evident from the fact that in 2010, a total of approxi-
mately 50,000 financial and quarterly reports, of which
23,000 in English language, were downloaded from our
homepage.

IT PAYS TO VISIT OUR NEW HOMEPAGE

Our redesigned homepage has been online since 1 July
2010; the main focus of the relaunch was on a needs-
based structure and a fresh design, in order to provide
Internet visitors with an even better service offer. Any-
one wishing to find out more will find on the Investor
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Relations page, among other things, all our financial and
interim financial reports, 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. A special news-
letter also ensures an automatic and immediate supply
of current press releases and news concerning the Com-
pany by e-mail. Just give it a try!

/ MORE INFORMATION available on our homepage at
www.k-plus-s.com in the ‘Investor Relations’ section.

K+S AKTIENGESELLSCHAFT

INVESTOR RELATIONS

Bertha-von-Suttner-Strale 7, 34131 Kassel, Germany
phone:  0561/9301-1100

fax: 0561/9301- 2425

e-mail:  investor-relations@k-plus-s.com
Internet: www .k-plus-s.com/de/investor-relations



CORPORATE GOVERNANCE

form the basis of our internal
decision-making and control processes / Only one deviation from Code recommendations
and two deviations from Code suggestions / Pro-active and transparent communication is our
demand

3.1

3.2

3.3
3.4




K+S targets a responsible and transparent management
and control oriented towards the creation of long-term
value creation. These principles form 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 in the management report of K+s AKTIEN-
GESELLSCHAFT; together with this declaration, a report
in accordance with Item 3.10 of the German Corporate
Governance Code is also provided:

DECLARATION ON CONFORMITY 2010/2011

In December 2010, 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 on the German Corporate Gover-
nance Code published by the German Ministry of Justice
in the official section of the electronic Federal Gazette

CORPORATE GOVERNANCE

were complied with in 2010 and will be complied with
in 2011, in each case subject to the following:

2010

The recommendations of the German Corporate Gov-
ernance Code, as amended on 18 June 2009, were com-
plied with in 2010, except that merely for the Supervi-
sory Board’s audit committee, the chairmanship and
membership are taken into account for remuneration
purposes (Item 5.4.6 of the Code); for the remaining com-
mittees, no additional remuneration beyond the pay-
ment of a separate meeting remuneration is deemed
necessary.

2011

The recommendations of the German Corporate Gover-
nance Code, as amended on 26 May 2010, will be com-
plied with in 2011, except that merely for the Supervisory
Board’s audit committee, the chairmanship and mem-
bership are taken into account for remuneration pur-
poses (Item 5.4.6 of the Code); for the remaining commit-
tees, no additional remuneration beyond the payment of
a separate meeting remuneration is deemed necessary.”

/ THIS AND ALL EARLIER DECLARATIONS ON
CONFORMITY are published under www.k-plus-s.com in the
‘Corporate Governance’ section.

With regard to the numerous suggestions contained
in the Code, the following two are the only ones not
to have been or not to have fully been implemented
by K+s:

GROUP MANAGEMENT REPORT
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+ 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 it was only carried up to the end of the
speech by the chairman of the Board of Executive
Directors.

+ The variable remuneration of the Supervisory Board
is linked to the return on total investment of the
respective financial year and does not contain any
components that are based on the long-term suc-
cess of the Company (Code Item 5.4.6 Para. 2 Sent. 2).

COMPLIANCE

Our compliance system creates the organisational pre-
requisites for applicable law, our internal regulations and
guidelines as well as those regulatory standards recog-
nised by the Company being familiar across the Group
and compliance with them being able to be monitored.
We thus want not only to avoid the risks of liability, pen-
alties 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 compli-
ance are systematically pursued 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 committee
to which the compliance representatives of the holding



and the business segments as well as the heads of the
holding units belong, who perform compliance-relevant
tasks (e.g. internal audit, risk management, legal affairs,
personnel, environmental protection, work safety, qual-
ity management).

For k+s, the relevant legal provisions, especially the leg-
islation that governs stock corporations, co-determina-
tion and the capital markets, our Articles of Association,
the German Corporate Governance Code as well as the
bylaws of the Supervisory Board and of the Board of
Executive Directors form the basis on which manage-
ment and control within the Company has been shaped.
Over and above the legal obligations, we have defined for
ourselves core values and principles of conduct derived
from them which form a compulsory framework for
our conduct and our decisions as well as provide orien-
tation for our corporate actions. Our core values and the
principles of conduct are published on our homepage
at www k-plus-s.com in the section ‘About k+s’. Every
employee is made familiar with these core values and
principles of conduct (the Code of Conduct) applying
throughout the Group, as well as with the Company
guidelines derived from them. Obligatory training ses-
sions for potentially affected employees are held in rela-
tion to specificissues (e.g. anti-trust law, anti-corruption
measures, environmental protection, work safety law).
The employees have the possibility of seeking advice in
compliance-related matters through internal helplines.
Moreover, we have set up external help- and hotlines
(ombudsmen) to give advice, who can also be notified
of breaches, anonymously if desired.

CORPORATE BODIES

The corporate 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 available to the shareholders on
our website. The Annual General Meeting is also car-
ried live on the Internet up to and including the speech
by the chairman of the Board of Executive Directors. The
shareholders can have their voting rights exercised by
an authorised representative of their choice, for example
through a proxy designated by k+s, to whom instruc-
tions can be issued. The granting of a power of attorney
and issuing of voting instructions to one of the proxies
designated by k+s are also possible via an electronic
power of attorney and voting instruction system on the
website of k+s. Shortly after the end of the Annual Gen-
eral Meeting, we publish details of attendance and the
results of the voting on the Internet.

/ YOU CAN FIND FURTHER INFORMATION ABOUT
THE ANNUAL GENERAL MEETING on our homepage
www.k-plus-s.com /hv.

OPERATIONS OF THE BOARD OF EXECUTIVE
DIRECTORS

The Board of Executive Directors is responsible for man-
aging the Company in accordance with the law, the Arti-
cles of Association and its bylaws, taking into account
the resolutions adopted by the Annual General Meeting.
The Board of Executive Directors represents the Com-
pany in its dealings with third parties. The k+s GROUP
is managed through regular strategic consultations at
the Board of Executive Directors level as well as with the
heads of the business segments and heads of the hold-
ing units, in order to then systematically and in a timely
manner implement the appropriate results in the form
of annual and medium-term plans as well as agreed tar-
gets. The Board of Executive Directors and senior man-
agement of the business segments are informed about
the development of essential financial indicators as well
as of operational early indicators of the Group and its
business segments on a monthly basis — with focus on
the commentaries on developments and divergences
from targets with respect to production, sales volume,
revenues, costs, earnings, personnel and capital expendi-
ture. More information on Enterprise management can
be found on pages 89 et seqq.

/ THE BYLAWS OF THE BOARD OF EXECUTIVE DIRECTORS
can be found on our website in the ‘Corporate Governance’ section.

The Board of Executive Directors has taken appropri-
ate measures, and particularly established a monitor-
ing system, so that developments that might place the
continued existence of the Company at risk can be iden-
tified at an early stage. This system is being continually



further developed and adjusted to take account of
changed conditions.

/ DETAILS ABOUT RISK AND CHANCE MANAGEMENT can be
found in the Risk Report on pages 129 et seqq.

The Board of Executive Directors consists, in accordance
with Art. 5 Para. 1 of the Articles of Association of the
Company, of at least two members. The number of mem-
bers is determined by the Supervisory Board; the Board
of Executive Directors currently consists of five mem-
bers. The bylaws govern its cooperation and the alloca-
tion of business responsibilities. The members of the
Board of Executive Directors affected must be informed
about matters of importance that concern more than
one organisational division; measures, which also affect
other organisational divisions or whose scope deviates
from the normal course of day-to-day business must be
agreed about with the other members of the Board of
Executive Directors. Such matters should be discussed
at meetings of the Board of Executive Directors as far as
possible, and measures decided on there, if necessary;
a vote or resolution should always be passed concern-
ing important personnel and structural organisational
measures as well as business transactions and measures
requiring the consent of the Supervisory Board.

/ FURTHER INFORMATION ON THE COMPOSITION OF THE
BOARD OF EXECUTIVE DIRECTORS and distribution of divisional
responsibilities can be found on pages 26 et seqq. and on our website
in the ‘Corporate Governance’ section.

CORPORATE GOVERNANCE

3.1 DECLARATION ON CORPORATE GOVERNANCE AND CORPORATE GOVERNANCE REPORT

OPERATIONS OF THE SUPERVISORY BOARD

The Supervisory Board of the Company is composed in
accordance with Art. 8 Para.1 of the Articles of Associa-
tion of the Company, pursuant to statutory provisions.
It currently consists of 16 members and is subject to
co-determination in accordance with the German Co-
Determination Act (Mitbestimmungsgesetz). The Super-
visory Board members are 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. They are each
elected for a period of five years.

/ FURTHER INFORMATION ON THE COMPOSITION OF THE
SUPERVISORY BOARD AND IS COMMITTEES can be found on
pages 27 et seqq. and on our website in the ‘Corporate Governance’
section.

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, appropriately and in sufficient time.
The Board of Executive Directors informs it at regular
intervals in a timely and comprehensive manner about
the course of business, the earnings and financial posi-
tion, the employment situation as well as the planning
and further development of the Company. The Supervi-
sory Board regularly receives written reports from the
Board of Executive Directors for the preparation of meet-
ings. After careful review and consulting, the Supervi-
sory Board adopts resolutions on the reports and propos-
als, where necessary. In the case of particular business
procedures of great importance to the Company, the
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Supervisory Board is also provided with immediate and
extensive information in writing by the Board of Execu-
tive Directors between regular meetings. In addition, the
Supervisory Board carries out an efficiency review at
least once a year in the form of a questionnaire, in order
to obtain pointers for the future work of the Supervisory
Board and the committees.

/ MORE DETAILS ON THE SUPERVISORY BOARD’S
ACTIVITIES in the 2010 financial year can be found in the Supervisory
Board Report on pages 6 et seqq. of this financial report.

The Supervisory Board has imposed bylaws on itself

and formed four committees from among its members:

+ The audit committee has the tasks arising from the
German Stock Corporation Act as well as Code Item
5.3.2 of the German Corporate Governance Code. It is
particularly involved in monitoring the accounting
process, the effectiveness of the internal control sys-
tem, the risk management system, the internal audit
system, the compliance system and the audit of the
financial statements. It also discusses the half-yearly
and quarterly financial reports with the Board of
Executive Directors prior to publication. On the basis
of his professional experience as head of the Central
Department Legal Affairs, Tax and Insurance (until
the end of 2007) and as Chief Compliance Officer of
BASF SE, Dr. Sinner, chairman of the audit committee,
possesses comprehensive knowledge and experience
with respect to the application of accounting princi-
ples and internal control procedures. The audit com-
mittee consists of five members, namely three share-
holder and two employee representatives.

23



+ 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 various members of the Board of Execu-
tive 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 is composed in equal parts of shareholder and
employee representatives.

+ The nomination committee recommends suitable
Supervisory Board candidates to the Supervisory
Board to propose to the Annual General Meeting. The
chairman of the Supervisory Board is simultaneously
the chairman of this committee. The committee con-
sists of four members and is composed exclusively of
representatives of the shareholders.

+ The mediation committee performs the tasks set
forth in Sec. 31 Para. 3 Sent. 1 of the Co-Determination
Act. The chairman of the Supervisory Board is simul-
taneously the chairman of this committee. The four
members of the committee represent in equal parts
the shareholders and 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

The Supervisory Board of the Company currently com-
prises 16 members, eight of which were elected by the

Annual General Meeting and the other eight by the
employees of the German companies of the K+s GROUP
(two of these members are representatives of the trade
unions). The term of office of the chairman ends at the
close of the 2012 ordinary Annual General Meeting, that
of Mr. Cardona at the close of the 2015 ordinary Annual
General Meeting and those of the remaining members
at the close of the 2013 ordinary Annual General Meeting,

The last joint declaration on conformity of the Com-
pany states that, for example, the recommendation
under Code Item 5.4.1 of the German Corporate Gover-
nance Code is followed, according to which the Super-
visory Board should name specific goals for its composi-
tion. It should be noted that the Supervisory Board does
not itself decide on its composition and therefore may
only promote the realisation of the objectives pursued
by it by proposing corresponding nominations to the
Annual General Meeting. As a governing body, it must
not influence proposals for the election of employee rep-
resentatives.

In the light of this, at its meeting of 24 November 2010,
the Supervisory Board decided on 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 flelds 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 GROUP has a particular
presence is especially desirable.

Within this framework, the aim is for the Supervisory
Board to include a percentage share of female mem-
bers that corresponds at least to the percentage share
of women in the total number of employees of the x+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 interest on the part of the persons pro-
posed for election to the Supervisory Board should be
prevented, where possible.

The Supervisory Board shall only submit candidates to
propose to the Annual General Meeting who will have
not yet completed their 7oth year at the time of their
election.”



The Supervisory Board believes that the aforementioned
objectives are currently fulfilled, with one exception:
with Ms. Benner-Heinacher, the Supervisory Board has
only one female member. In light of the current propor-
tion of women of approx. 10 % in the total workforce of
the k+s GROUP, the aim is the membership of at least
two women.

BOARD OF EXECUTIVE DIRECTORS AND
SUPERVISORY BOARD COOPERATION

The Board of Executive Directors briefs the Supervisory
Board at regular intervals in a timely and comprehen-
sive manner about all issues that are of relevance to the
Company as a whole and concern Company strategy,
planning, the development of business and the financial
and earnings position of the Company as well as about
any particular risks and opportunities of relevance to
the Company. Important business transactions and
measures require the consent of the Supervisory Board;
more information on this can be found in Sec. 12 of the
bylaws of the Supervisory Board.

CONFLICTS OF INTEREST

No conflicts of interest on the part of members of the
Board of Executive Directors or the Supervisory Board
about which the Annual General Meeting would have
to be informed were disclosed to the Supervisory Board
during the period under review. In order to prevent
potential conflicts of interest, Mr. Cardona and Dr. Sun-
ner did not participate in two plenary sessions each on
discussions on issues, which could also affect interests
of 0OAO EUROCHEM and BASF SE. Mr. Vassiliadis declared

CORPORATE GOVERNANCE

that if corresponding issues were to be dealt with in the
Supervisory Board of BASF sE, he would not participate
in these discussions. Resolutions were not adopted in
relation to these issues.

D&O INSURANCE

K+s takes out D&O0 insurance e.g. in case, members of
the Board of Executive Directors or of the Supervisory
Board are held liable on the basis of statutory liabil-
ity provisions for damages for financial losses due to a
breach of duty committed in the exercise of their activi-
ties. The deductible is 10 % of the respective damage up
to a maximum of the amount of one-and-a-half times
the fixed annual remuneration. The p&o insurance is
also applied to the senior management and to other
senior executives.
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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 (WpHG), members of the Board of Executive
Directors and of the Supervisory Board of K+S AKTIEN-
GESELLSCHAFT must disclose purchases or disposals of
K+S shares.

In 2010, five members of the governing bodies notified
directors’ dealings to K+S AKTIENGESELLSCHAFT.
/ TAB: 3.1.1, 3.1.2

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

DIRECTORS’ DEALINGS OF MEMBERS OF THE BOARD OF EXECUTIVE DIRECTORS TAB: 3.1.1
Date Transaction Number Pricein€  Amountin€

Norbert Steiner 15 Nov. 2010 Sale of shares 5,000 49.79 248,950.00
Joachim Felker 15 Nov. 2010 Sale of shares 3,956 49.14 194,397.84
Gerd Grimmig 15 Nov. 2010 Sale of shares 3,000 49.79 149,370.00
Dr. Thomas Nocker 19 May 2010 Purchase of shares 1,300 39.54 51,404.60
DIRECTORS’ DEALINGS OF MEMBERS OF THE SUPERVISORY BOARD TAB: 3.1.2
Date Transaction Number Price in € Amount in €

Dr. Ralf Bethke 11 Mar. 2010 Sale of shares 6,004 45.65 274,104.69




As of 31 December 2010, the members of the Board of
Executive Directors and of the Supervisory Board held
fewer than 1% of the total number of shares issued by
K+S AKTIENGESELLSCHAFT.

ACCOUNTING AND AUDIT POLICIES

International financial reporting Standards (1Frs) have
been applied since the beginning of 2005 in preparing
the consolidated financial statements of K+s AKTIEN-
GESELLSCHAFT. Audits for 2010 have been conducted by
DELOITTE & TOUCHE GMBH, Hanover, and it has issued
a declaration of independence pursuant to Code Item
7. 2.1 of the German Corporate Governance Code. The
auditor is appointed by the Supervisory Board, acting on
a recommendation submitted by the audit committee,
after the main topics to be covered by the audit and the
fees have been agreed with the auditor elected by the
Annual General Meeting. The chairman of the Supervi-
sory Board and the chairman of the audit committee are
to be immediately advised by the auditor of any grounds
giving rise to exclusions or objections that may arise dur-
ing the audit if they cannot be eliminated immediately.
Furthermore, the auditor should immediately advise of
all findings and developments of relevance to the tasks
of the Supervisory Board that may arise during the audit.
In addition, the auditor is required to advise the Super-
visory Board or make an appropriate note in the audit
report if, during the course of the audit, the auditor ascer-
tains any facts suggesting incompatibility with the dec-
laration on conformity issued by the Board of Executive

Directors and the Supervisory Board in accordance 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
notifications and disclosures 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 Arti-
cles of Association as well as the bylaws of the Board of
Executive Directors and the Supervisory Board can also
be viewed on our website along with detailed infor-
mation on the implementation of the recommenda-
tions and suggestions contained in the German Corpo-
rate Governance Code. An e-mail newsletter keeps con-
stantly informed about new developments in the Group.

Norbert Steiner (s6), lawyer, Baunatal, Chairman

+ Corporate Development and Controlling

+ Legal Affairs/Compliance

+ Investor Relations

+ Communications and Media

+ Senior Management/International Hr Coordination
+ Salt

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

Supervisory Board appointments:
+ E.ON MITTE AG, Kassel
+ K+S KALI GMBH (chairman), Kassel

Joachim Felker (58), industrial business manager,
Munich

+ Potash and Magnesium Products

+ Nitrogen Fertilizers

In office until 30 September 2012
First appointed: 1 October 2005

Supervisory Board appointments:
+ K+S KALI GMBH, Kassel



Gerd Grimmig (57), engineering graduate, Séhrewald

Mining

Geology

Technology /Energy

Research and Development

Environment, Work Safety, Quality Management
Inactive plants

Waste Management and Recycling

Animal hygiene products

Consulting

MSW CHEMIE

+ o+ o+ o+ o+ o+ A+ o+

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

Supervisory Board appointments:

+ K+S KALI GMBH, Kassel

Dr. Thomas Nocker (52), lawyer, Kassel,
Personnel Director

Personnel

IT-Services

Organisation and Project Management
Property Management

Knowledge Management

Health Management

Global Logistics Strategy

Logistics Purchasing

KALI-TRANSPORT GMBH (KTG)

o+ o+ o+ o+ o+ +

Trading Businesses (CFK)
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3.2 MEMBERS OF THE BOARD OF EXECUTIVE DIRECTORS /

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

Supervisory Board appointments:
+ K+S KALI GMBH, Kassel

Other appointments to supervisory bodies:
+ Advisory Board of RAG BILDUNG GMBH, Essen —
until July 2010

Jan Peter Nonnenkamp (47), economics graduate,
Munich

+ Finance and Accounting

+ Purchasing, Materials Management and Warehousing
+ Audit
¥
+

Taxes
Insurance

In office until 31 May 2012
First appointed: 1 June 2009
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3.3 MEMBERS OF THE SUPERVISORY BOARD

HONORARY CHAIRMAN OF THE
SUPERVISORY BOARD

Gerhard R. Wolf (75), business administration
graduate, Worms

Former member of the Board of Executive Directors of
BASF AG, Ludwigshafen

Former Chairman of the Supervisory Board of

K+S AKTIENGESELLSCHAFT

In office and chairmanship until the close of the
ordinary Annual General Meeting on 14 May 2008

3.3 MEMBERS OF THE
SUPERVISORY BOARD

As of 31 December 2010

Dr. Ralf Bethke (68), business administration graduate,
Deidesheim, Chairman of the Supervisory Board
Shareholder representative

Former Chairman of the Board of Executive Directors

of K+S AKTIENGESELLSCHAFT

Supervisory Board chairman since 14 May 2008
In office until the close of the ordinary aAcm 2012
First appointed: 1July 2007

27



Further Supervisory Board appointments:

+ BENTELER INTERNATIONAL AG, Salzburg
(vice chairman)

+ DR.JENS EHRHARDT KAPITAL AG, Pullach
(Supervisory Board chairman)

+ SUDDEUTSCHE ZUCKERRUBENVERWERTUNGS-
GENOSSENSCHAFT EG, Stuttgart-Ochsenfurt

+ SUDZUCKER AG, Mannheim

Michael Vassiliadis (46), chemical laboratory
technician, Hanover, Vice Chairman

Employee representative

Chairman of 16 BCE (Mining, Chemicals and Energy
Trade Union), Hanover

In office until the close of the ordinary Acm 2013
First appointed: 7 May 2003

Further Supervisory Board appointments:

+ BASF SE, Ludwigshafen

+ EVONIK STEAG GMBH, Essen (vice chairman)
+ HENKEL AG & CO. KGAA, Dusseldorf

Ralf Becker (45), trade union secretary, Lindwedel
Employee representative

State District Manager North of 16 BCE (Mining,
Chemicals and Energy Trade Union), Hanover

In office until the close of the ordinary Acm 2013
First appointed: 1 August 2009

Further Supervisory Board appointments:
+ CONTINENTAL REIFEN DEUTSCHLAND GMBH,
Hanover

Jella S. Benner-Heinacher (50), lawyer, Meerbusch
Shareholder representative

Federal Manager of the DEUTSCHE SCHUTZ-
VEREINIGUNG FUR WERTPAPIERBESITZ E.V,,
Dusseldorf

In office until the close of the ordinary aAcm 2013
First appointed: 7 May 2003

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

George Cardona (59), economist, Monaco
Shareholder representative

Member of the Board of Directors of 0JsC EUROCHEM
MINERAL AND CHEMICAL CO., Russia

In office until the close of the ordinary acm 2015
First appointed: 9 October 2009

Other appointments to supervisory bodies:

+ Board of CARDONA LLOYD HEDGE PORTFOLIO LTD.,

Guernsey, Channel Islands — until July 2010

+ Board of cARDONA LLOYD LTD., Guernsey, Channel

Islands — until July 2010

+ Board of DIVERSIFIED MACRO SOLUTIONS PLC,
Ireland

+ Board of DONALINK LTD., Cyprus

+ Board of ErGLIS LTD,, Cyprus (chairman)

+ Board of EUROCHEM GROUP SE, Cyprus (chairman,
until 22 September 2010: McC HOLDING PLC)

+ Board of HAMILTON ART LTD,, Isle of Man (chairman)

+ Board of HAMILTON JETS LTD., Bermuda (chairman)

+ Board of HAREWOOD HOUSE LTD., Jersey, Channel
Islands (chairman)

+ Board of LINEA LTD., Bermuda (chairman)

+ Board of LINETRUST PTC LTD., Bermuda (chairman)

+ Board of Directors of 0JsC SIBERIAN COAL
ENERGY CO., Russia

+ Board of VALISE LTD., Bermuda (chairman)

+ Board of VALTON LTD., Bermuda — since December
2010 (chairman)

Harald Déll (46), power plant electronic technician,
Philippsthal

Employee representative

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

In office until the close of the ordinary acm 2013
First appointed: 1 August 2009



Dr. Rainer Gerling (52), engineering graduate,
Heringen (Werra)

Employee representative

Head of K+S KALI GMBH's Werra plant

In office until the close of the ordinary aAcm 2013
First appointed: 14 May 2008

Rainer Grohe (70), engineering graduate, Otterstadt
Shareholder representative

Assistant Professor at the Bundeswehr University,
Munich

In office until the close of the ordinary acm 2013
First appointed: 6 May 1998

Further Supervisory Board appointments:

+ AURUBIS AG, Hamburg

+ GRAPHIT KROPFMUHL AG, Hauzenberg
(vice chairman)

+ PFW AEROSPACE AG, Speyer

Other appointments to supervisory bodies:
+ Advisory committee VRD GMBH and VRD GBR,
Heidelberg
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Dr. Karl Heidenreich (69), business administration
graduate, Mannheim

Shareholder representative

Former member of the Board of Executive Directors
of LANDESBANK BADEN-WURTTEMBERG Stuttgart/
Karlsruhe /Mannheim

In office until the close of the ordinary Acm 2013
First appointed: 7 May 2003

Riidiger Kienitz (50), mining technologist, Geisa
Employee representative

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

In office until the close of the ordinary Acm 2013
First appointed: 26 March 1998

Klaus Kriiger (56), mining technologist, Wolmirstedt
Employee representative

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

Chairman of the Joint Works Council of the k+s GrRouP

In office until the close of the ordinary acm 2013
First appointed: 9 August 1999

CONSOLIDATED FINANCIAL STATEMENTS

Dieter Kuhn (52), mining engineer, Bernburg
Employee representative

Chairman of the Works Council of

ESCO GMBH & CO.KG'S Bernburg plant

First deputy of the Joint Works Council of the
K+S GROUP

In office until the close of the ordinary Acm 2013
First appointed: 7 May 2003

Dr. Bernd Malmstrom (69), jurist, Berlin
Shareholder representative
Lawyer

In office until the close of the ordinary acm 2013
First appointed: 7 May 2003

Further Supervisory Board appointments:

+ HHLA INTERMODAL GMBH, Hamburg

+ IFCO-SYSTEMS N.V.,, Amsterdam (chairman)

+ LEHNKERING GMBH, Duisburg (chairman)

+ SBB SCHWEIZER BUNDESBAHNEN AG, Berne
(Administrative Board)

+ 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 (67), agricultural engineering
graduate, Ochsenfurt

Shareholder representative

Former member of the Board of Executive Directors of
SUDZUCKER AG, Mannheim

In office until the close of the ordinary Acm 2013
First appointed: 7 May 2003

Other appointments to supervisory bodies:

+ University Council Fachhochschule Weihenstephan-
Triesdorf, Freising (chairman)

+ University Coucil of the Universitat Hohenheim,
Stuttgart

Renato De Salvo (46), shop fitter, Auhagen
Employee representative
Shop fitter at the K+s KALI GMBH'S Sigmundshall plant

In office until the close of the ordinary Acm 2013
First appointed: 7 May 2003

Dr. Eckart Siinner (e6), lawyer,

Neustadt a. d. Weinstraf3e

Shareholder representative

Chief Compliance Officer of BASF sE, Ludwigshafen

In office until the close of the ordinary Acm 2013
First appointed: 28 April 1992

Further Supervisory Board appointments:
+ INFINEON TECHNOLOGIES AG, Neubiberg

SUPERVISORY BOARD COMMITTEES

AUDIT COMMITTEE
SHAREHOLDER REPRESENTATIVES
+ Dr. Eckart Sunner (chairman)

+ Dr. Ralf Bethke

+ Dr.Karl Heidenreich

EMPLOYEE REPRESENTATIVES
+ Klaus Kruger
+ Michael Vassiliadis

NOMINATION COMMITTEE
SHAREHOLDER REPRESENTATIVES
+ Dr. Ralf Bethke (chairman)

+ Jella S. Benner-Heinacher

+ Dr.Bernd Malmstrom

+ Dr.Rudolf Muller

PERSONNEL COMMITTEE
SHAREHOLDER REPRESENTATIVES
+ Dr. Ralf Bethke (chairman)

+ Rainer Grohe

EMPLOYEE REPRESENTATIVES
+ Klaus Kruiger
+ Michael Vassiliadis

MEDIATION COMMITTEE
SHAREHOLDER REPRESENTATIVES
+ Dr.Ralf Bethke (chairman)

+ Dr. Eckart Sinner

EMPLOYEE REPRESENTATIVES
+ Klaus Kruger
+ Michael Vassiliadis



With the following remuneration report, the Board
of Executive Directors meets its reporting obligations
under Sec. 315 Para. 2 No. 4 of the German Commercial
Code (HGB) and under Item 4.2.4, 4.2.5 and 5.4.6 Para. 3
of the German Corporate Governance Code.

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, as well as the economic position, the success
and the 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 ele-
ments with a long-term incentive character. The annual
remuneration elements include both components not
related to performance and performance-related com-
ponents. The components not related to performance
consist of the fixed remuneration as well as in-kind and
other benefits; the bonus is the performance-related
part. There is also a variable remuneration component
based on key figures, with a long-term incentive (LT1).

CORPORATE GOVERNANCE
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ILLUSTRATIVE CALCULATION OF THE ANNUAL REMUNERATION OF AN ORDINARY MEMBER

OF THE BOARD OF EXECUTIVE DIRECTORS

TAB: 3.4.1

Achievement of Achievement of Maximum achieve-

target 100 %" target 0%2 ment of target?

in€
Fixed remuneration: 40 % 380,000 380,000 380,000
Bonus: 60 % 570,000 0 867,000
— of which performance of the Company: 80 % 456,000 0 696,000
—of which personal achievement of target: 20 % 114,000 0 171,000
Total remuneration 950,000 380,000 1,247,000

1 Return on total investment £ minimum return; personal achievement of target 2100 %.

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

3 Return on total investment > minimum return +20 percentage points; personal achievement of target 2 150 %

Furthermore, the members of the Board of Executive
Directors have received pension commitments.

The fixed remuneration as 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 ben-
efits, which consist mainly of the use of company cars.

In order to optimally harmonise the interests of the
shareholders with those of the Board of Executive Direc-
tors, a part of the bonus is determined on the basis of
the return on total investment of the Group. Moreover,
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 fol-
lowing financial year.

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. Remuneration of 100% is
reached if, on the one hand, the return on total invest-
ment achieved reaches at least 115% of the respective
cost of capital rate and, on the other hand, personal per-
formance was assessed as being 100 %. Remuneration
on the basis of return on total investment is capped at
a value of 20 percentage points above the minimum
return. The ranges for target accomplishment of the two
variable remuneration components are between o and
about 150 %. The amount of the remuneration on the
basis of a normal year is reviewed annually. / TAB: 3.4.1



LTI PROGRAMME 2010 FIG: 3.4.1
Reference period Performance period
in € million 2006 2007 2008 2009 2010 2011 2012 2013
500 500" Beginning of End of
programme programme
400
334 &
300
200
162
100 114
68

0
(100) (32)
1 Cap.

In addition, as of 2010, it is possible for income to be
obtained from a long-term incentive programme based
on key figures as a variable component of remunera-
tion with a long-term incentive and a risk character. It
is based on a multi-annual assessment basis in accor-
dance with the value contribution achieved. The contri-
bution of the Board of Executive Directors to the Compa-
ny’s success is thus determined on the basis of four-year
periods. The value contribution is derived as follows:

Operating earnings (EBIT I)
+ 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 (“reference period” and “perfor-
mance 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 LTI term. Figure 3.4.1 illustrates the time periods of
the 2010 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 stable development,
1.e. a difference of € o million, corresponds to 100 % and
is defined as a normal year. In such a normal year the
variable component of remuneration with a long-term
incentive for an ordinary member of the Board of Execu-
tive Directors is € 350,000.In the case of an underperfor-
mance, the payment decreases on a straight-line basis
to 0% in line with the percentage deviation. In the case
of an overperformance, the payment increases corre-
spondingly up to an upper limit of 200 % (= € 700,000).
For the chairman of the Board of Executive Directors, the
component of remuneration is one-and-a-half times as
much, 1.e. € 525,000 in a normal year and € 1,050,000 on
attaining the upper limit.

Payment is made in the April of the year following the
end of the programme. In the event of termination of
the employment contract or retirement, a discounted
payment on a pro rata basis of all current tranches is
made at the end of the following year.

For the gaps in inflow arising as a result of switching
the variable remuneration component with a long-term
incentive effect from a two-year to a four-year term in
2012 and 2013, the new LTI Programme was already
started virtually in 2008 and 2009 with a tranche in
each particular case.

The new system of remuneration of the Board of Exec-
utive Directors was approved by a large majority by



the Annual General Meeting of 2010 and signalised by
EUROSHAREHOLDERS, the organisation of European
Shareholders Associations, as a particularly shareholder-
friendly remuneration system.

The 111 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, mem-
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bers of the Board of Executive Directors could use 30 % of
their performance-related remuneration for own invest-
ments in K+s shares for the last time in 2009. By acquir-
ing such basic shares, the participants received virtual
options that trigger a cash payment when exercised. The
amount of the cash payment is determined according to
the performance of the x+s share in relation to the pax
benchmark. The basic prices of the x+s share and the
pax decisive for the calculation of performance corre-
spond to the average share price during the 100 trading
days until the respective base reference date (the third
from last Friday before the ordinary Annual General

REMUNERATION OF THE BOARD OF EXECUTIVE DIRECTORS TAB: 3.4.2
Annual income Options granted
Fixed

remuneration Benefits Bonus Number Value’ Total

in € thousand
Norbert Steiner 2010 590.0 24.7 1,017.7 — — 1,632.4
2009 590.0 241 527.7 190,000 959.3 2,101.1
Joachim Felker 2010 380.0 19.9 645.0 — — 1,044.9
2009 380.0 20.5 320.0 152,900 772.0 1,492.4
Gerd Grimmig 2010 380.0 30.1 645.0 — — 1,055.1
2009 380.0 26.8 325.7 153,060 772.8 1,505.3
Dr. Thomas Nocker 2010 380.0 235 645.0 — — 1,048.5
2009 380.0 22.2 320.0 152,900 772.0 1,494.2
Jan Peter Nonnenkamp? 2010 380.0 232 645.0 — — 1,048.2
2009 221.7 42.6 186.7 — — 451.0
Total 2010 2,110.0 121.4 3,597.7 — — 5,829.1
2009 1,951.7 136.1 1,680.1 648,860 3,276.1 7,044.0

1 At the date of granting; exercise of the options is possible no earlier than two years after they have been granted.

2 Since 1June 2009.
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Meeting). A subsequent change of the success targets
or comparison parameters is impossible.

The options granted up to 2009 expire after a 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 November, follow-
ing 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.

AMOUNT OF REMUNERATION

Details of the remuneration of the Board of Executive
Directors for the financial year 2010 are provided in indi-
vidualised form in table 3.4.2. / TAB: 3.4.2

In the year under review, the total remuneration of the
Board of Executive Directors accounted for five board
members, all of whom were in office for twelve months.
In the previous year all members had been in office for
twelve months, with the exception of Mr Nonnenkamp,
who had been appointed by the Supervisory Board as a
member of the Board of Executive Directors with effect
from 1June 2009. For 2009, Mr Nonnenkamp earned no
claim arising from option rights, because he had not yet



REMUNERATION WITH LONG-TERM

INCENTIVE CHARACTER TAB: 3.4.3

Option programme 2009

Value in

Number of € thousand

options on 31.12.

Norbert Steiner 2010 190,000 531.8
2009 190,000 387.0

Joachim Felker 2010 152,900 427.9
2009 152,900 3114

Gerd Grimmig 2010 153,060 4284
2009 153,060 3117

Dr. Thomas Nocker 2010 152,900 427.9
2009 152,900 3114

Jan Peter Nonnenkamp 2010 - —
2009 — —

Total 2010 648,860 1,816.0
2009 648,860 1,321.5

been appointed on the effective date of 31 December
2008. The increase in bonuses in comparison to the pre-
vious year is in particular the result of the significantly
higher return on total investment in 2010. The decline in
the total remuneration as compared with the previous
year is to be attributed to the option rights granted for
the last time in 2009 under the stock option programme.
In 2010, there is no disclosure of the new LTI programme,
as it has to be disclosed as a remuneration component
at the time of payment.

The payments for the virtual options of the 2008 option
programme exercised in full in 2010 by members of
the Board of Executive Directors were, for individual
members (figures for the previous year in brackets): Mr
Steiner € 278.2 thousand (€ 650.5 thousand), Mr Felker €
525.9 thousand (€ 596.2 thousand), Mr Grimmig € 526.8
thousand (€ 597.9 thousand) and Dr Nocker € 525.9 thou-
sand (€ 596.2 thousand).

The values of the stock options acquired but not yet
exercised in the framework of the option programme
offered for the last time in 2009 are shown in table 3.4.3
(value had they been exercised on 31 December 2010).
/ TAB: 3.4.3

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, a pension module is created.

In 2010, the basis for determining the pension modules
was separated from variable remuneration and based
exclusively on the fixed income of the particular mem-
ber of the Board of Executive Directors. In order to create
a module on the basis of the remuneration for a normal
year, the basis for calculation is 40 % of the fixed remu-
neration. The annual total pension under this modular
system was limited upwards, in order to avoid unrea-
sonable pensions in the case of long-standing appoint-
ments (> 15 years). The upper limit for an ordinary mem-
ber 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 — beginning 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 2010 for the members of
the Board of Executive Directors are between 16.5 % and
10.0 %, 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.

If a Board of Executive Directors mandate ends, the
retirement pension starts on completion of the 65th 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 case of death. In the case of occupational or gen-
eral disability of a member of the Board of Executive
Directors before pensionable 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
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PENSIONS TAB: 3.4.4
Fair value Pension Fair value
Age asof 1.1. expenses’ as of 31.12.3

in € thousand
Norbert Steiner 2010 56 2,033.5 466.5 2,721.6
2009 1,734.3 300.8 2,033.5
Joachim Felker 2010 58 1,321.5 304.9 1,738.9
2009 1,126.6 194.2 1,3215
Gerd Grimmig 2010 57 2,006.6 354.6 2,544.8
2009 1,771.3 235.6 2,006.6
Dr. Thomas Nocker 2010 52 1,129.3 296.8 1,553.9
2009 942.5 187.8 1,129.9
Jan Peter Nonnenkamp? 2010 47 98.6 264.7 3937
2009 — 89.0 98.6
Total 2010 6,589.5 1,687.5 8,952.9
2009 5,574.7 1,007.4 6,589.5

" Including interest expenses.
2 Since 1June 2009.

3 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 2010 are not transferable to the corresponding values as of 31 December 2010

by using the 2010 pension expenses.

that are missing before the ssth year of life. In the event
of death of an active or a former member of the Board of
Executive Directors, the surviving spouse receives 60 %,
each half-orphan 15 % and each orphan 30 % of the ben-
efit. The maximum amount for the benefit for surviv-
ing dependents 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 eoth year of life, this
is regarded as insured event within the meaning of the

benefit commitment. For members of the Board of Exec-
utive Directors, the amounts shown in table 3.4.4 were
allocated to the pension provisions in 2010. / TAB: 3.4.4

The significant increase in pension expenses compared
with the previous year's level is due to the earnings-
related smaller pension modules in the previous year,
which were determined on the basis of the old calcula-
tion method.
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EARLY TERMINATION OF BOARD OF EXECUTIVE
DIRECTORS’ CONTRACTS

In the event of an effective recall of the appointment
as board member, a member of the Board of Execu-
tive Directors receives, at the time of the termination,
a severance payment of 1.5 times the fixed remunera-
tion, however, up to a maximum amount of the total
remuneration for the remaining period of the contract
of service.

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 basic 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, plus a compen-
satory payment. The compensatory payment is 1.5 times
the annual fixed remuneration. In the case of a change
of control, each member of the Board of Executive Direc-
tors enjoys an extraordinary right of termination until
the end of July 2011; the exercise of this right does not
entail any claim to compensatory payment. In this case,
there is only a claim to the payment of the basic remu-
neration and bonuses still due.

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 depen-
dants came to € 987.8 thousand (previous year: € 2,288.7
thousand) during the year under review. The decrease in
emoluments in comparison to the previous year is par-
ticularly the result of the exercise of stock options by the
former chairman of the Board of Executive Directors in
2009 for the last time.

REMUNERATION OF THE
SUPERVISORY BOARD

The remuneration of the Supervisory Board is regulated
in Sec. 12 of the Articles of Association. A member of
the Supervisory Board receives annual fixed remunera-
tion of € 55,000 as well as annual variable remunera-
tion, which is determined in the following way by the
amount of the return on total investment achieved by
the x+s GROUP in the respective financial year: The pre-
requisite for the claim to payment of variable remunera-
tion is the achievement of a minimum return; this cor-
responds to 115 % of capital costs before taxes of the K +s
GROUP in the financial year concerned, on the achieve-
ment of the minimum return, a member of the Super-

REMUNERATION OF THE SUPERVISORY BOARD ' TAB: 3.4.5
Fixed Variable Audit Attendance

remuneration remuneration committee allowances Total

in€
Dr. Ralf Bethke 2010 110,000 39,000 7,500 6,000 162,500
(Chairman) 2009 110,000 - 7,500 8,000 125,500
Michael Vassiliadis 2010 82,500 29,250 7,500 5,500 124,750
(Vice Chairman) 2009 82,500 — 7,500 7,000 97,000
Ralf Becker 2010 55,000 19,500 3,000 77,500
(since 1 August 2009) 2009 22,917 - 1,500 24,417
Jella S. Benner-Heinacher 2010 55,000 19,500 3,000 77,500
2009 55,000 — 3,500 58,500
Dr. Uwe-Ernst Bufe 2010 — — — —
(until 31 August 2009) 2009 36,616 - 2,500 39116
George Cardona 2010 55,000 19,500 3,000 77,500
(since 9 October 2009) 2009 12,658 7 500 13,158
Harald D8ll 2010 55,000 19,500 3,000 77,500
(since 1 August 2009) 2009 22,917 - 1,500 24,417
Dr. Rainer Gerling 2010 55,000 19,500 3,000 77,500
2009 55,000 — 4,000 59,000
Rainer Grohe 2010 55,000 19,500 3,500 78,000
2009 55,000 — 6,000 61,000
Dr. Karl Heidenreich 2010 55,000 19,500 7,500 4,500 86,500
2009 55,000 - 7,500 4,500 67,000

T Without reimbursement for the VAT to be paid by the members of the Supervisory Board as a consequence of their activities.

visory Board receives remuneration of € 15,000; for each
percentage point by which the return on total invest-
ment exceeds the minimum return, a member of the
Supervisory Board receives further variable remunera-
tion of € 1,500. The variable remuneration is limited to a

maximum amount of € 45,000 per year. The chairman
of the Supervisory Board receives twice the amount and
the deputy chairman one-and-a-half times the amount
of the remuneration. The members of the audit commit-
tee receive a further remuneration of € 7,500 per year.



CORPORATE GOVERNANCE

REMUNERATION OF THE SUPERVISORY BOARD'! (CONTINUED) TAB: 3.4.5
Fixed Variable Audit Attendance

remuneration remuneration committee allowances Total

in€
Rudiger Kienitz 2010 55,000 19,500 3,000 77,500
2009 55,000 — 3,500 58,500
Klaus Kruger 2010 55,000 19,500 7,500 6,000 88,000
2009 55,000 — 7,500 8,000 70,500
Dieter Kuhn 2010 55,000 19,500 3,000 77,500
2009 55,000 — 4,000 59,000
Heinz-Gerd Kunaschewski 2010 — — — =
(until 31.July 2009) 2009 32,083 — 2,000 34,083
Dr. Bernd Malmstrom 2010 55,000 19,500 3,000 77,500
2009 55,000 — 3,500 58,500
Dr. Rudolf Miller 2010 55,000 19,500 2,500 77,000
2009 55,000 — 3,000 58,000
Friedrich Nothhelfer 2010 — — - =
(until 31July 2009) 2009 32,083 — 3,000 35,083
Renato De Salvo 2010 55,000 19,500 3,000 77,500
2009 55,000 — 4,000 59,000
Dr. Eckart Stinner 2010 55,000 19,500 15,000 4,500 94,000
2009 55,000 — 15,000 5,500 75,500
Total 2010 962,500 341,250 45,000 59,500 1,408,250
2009 956,774 — 45,000 75,500 1,077,274

1 Without reimbursement for the VAT to be paid by the members of the Supervisory Board as a consequence of their activities

The chairman of this committee also receives twice the
amount of this remuneration. The Company pays an
attendance fee of € s00 to each member of the Supervi-
sory Board for attending a meeting of the Supervisory
Board or of a Supervisory Board committee to which

they belong, but in the event of more than one meeting
being attended on one day a maximum of € 1,000 per
day will be paid. The members of the Supervisory Board
are entitled to the reimbursement from the Company
of any expenses necessary and reasonable for the per-

GROUP MANAGEMENT REPORT

CONSOLIDATED FINANCIAL STATEMENTS

formance of their duties. Furthermore, they are entitled
to the reimbursement of any vart to be paid as a conse-
quence of their activities in the capacity of Supervisory
Board members.

Details of the remuneration of the Supervisory Board
for the 2010 financial year are provided in individualised
formintable 3.4.5. / TAB: 3.4.5

In addition to this, members of the Supervisory Board
were reimbursed expenses totalling € 29.7 thousand in
2010 (previous year: € 20.7 thousand). In financial year
2010, no remuneration was paid for activities on the
Supervisory Board of subsidiaries; neither were bene-
fits for personally performed services, in particular con-
sultancy or brokerage services, granted to the members
of the Supervisory Board.
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THE K+S GROUP IS ORIENTED TOWARDS LONG-TERM AND SUSTAINABLE
GROWTH. IN THIS REGARD, WE AIM TO ACHIEVE A FAIR BALANCE BETWEEN
ECONOMIC, ECOLOGICAL AND SOCIAL CONCERNS. WITH THE EXTRACTION,
REFINING, AND MARKETING OF RAW MATERIALS, WE MAKE AN IMPORTANT
CONTRIBUTION WORLDWIDE TO IMPROVING NUTRITION, HEALTH AND
QUALITY OF LIFE.
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EXPERIENCE
GROWTH

GROWTH NEEDS RAW MATERIALS GROWTH NEEDS EXPERIENCE GROWTH NEEDS LOGISTICS GROWTH NEEDS PROSPECTS

GROWTH NEEDS RESPONSIBILITY GROWTH NEEDS DEPTH GROWTH NEEDS RELIABILITY GROWTH NEEDS A HOME
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OF THEIR WORK, SINCE THE CRUDE SALTS FROM THIS DEPOSIT ARE
CHARACTERISED BY A WIDE VARIETY OF DIFFERENT MINERALS — IDEAL

/ THE MINERS FROM OUR NEUHOF-ELLERS POTASH PLANT ARE PROUD
FOR HIGH-QUALITY FERTILIZERS.




APPLICATION AREAS OF POTASH AND SALT

= Dishwasher salt
o Carragenan production Pond salt
Conservation r Pool salt
Low-sodium foods Water softening
FOOD INDUSTRY WATER TREATMENT

/Q

FERTILIZERS

WINTER ROAD

A N

' INDUSTRIAL APPLICATIONS TABLE SALT
E ] Animal feed

o Biotechnology
Cellulose industry
Detergent industry
Electrolysis
Metallurgy
0Oil/gas drilling
Paint industry
Pharmaceutical /cosmetics industry
Plastics recycling
Production of glass and plastics
Textile /leather industry
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NORBERT STEINER
CHAIRMAN OF THE BOARD OF EXECUTIVE DIRECTORS OF THE K+S GROUP

WITH A COMPUTER-GUIDED DRILL CARRIAGE, A MINER DRIVES SEVEN-METRE-
DEEP HOLES INTO THE ROCK, AND THUS PREPARES FOR THE DETONATION

OF THE CRUDE SALT. THIS REQUIRES GREAT SENSITIVITY IF THE BOREHOLES ARE
TO BE ARRANGED OPTIMALLY.



OUR NATURAL RAW MATERIALS ARE THE BASIS
OF OUR GROWTH

The x+s GrROUP is one of the world’s leading suppliers
of speciality and standard fertilizers as well as salt prod-
ucts. The raw materials we extract are the basis of our
activities worldwide. We mine potash and magnesium
crude salts for annual production output of up to 7.5 mil-
lion tonnes of goods in six German mines. Moreover, we
offer the whole range of nitrogenous fertilizers for use
in the cultivation of field crops, vegetable, fruit, and in
viniculture. The second pillar of the K+s GROUP is salt
— in this sector, we are the world’s number 1. Our min-
ers on both sides of the Atlantic work at depths of up to
750 metres to extract it. An effort that pays off. With our
know-how gathered over 100 years, we make the earth’s
resources efficiently usable for all of us. The result is a
range of food grade and industrial salt, salt for chemical
use and de-icing salt for industry and for private con-
sumers — a selection that is practically unrivalled in its
breadth. “The combination of our natural raw materials
—potash, magnesium and salt —makes us almost unique
in the world, because it offers considerable synergies
e.g. in technology, mining and geology on the produc-
tion side, while supplementing the strategic orientation
of the Group almost perfectly on the sales side too,” is
how Norbert Steiner, Chairman of the Board of Execu-
tive Directors of K+S AKTIENGESELLSCHAFT, sums it up.

GROWTH THROUGH POTASH AND

MAGNESIUM SALTS

As one of the few world-ranking German raw material
producers, we make an important contribution to sus-
tainably feeding the global population. More and more
people need more and more food. This means that cereal
and food production too has to constantly grow. Here,
potassium is a particularly important element, because

it regulates the water balance of plants, increases their
stability, makes them more resistant to frost, drought,
fungal diseases and pests and improves quality and
taste.

Locating the coveted raw materials begins with multiple
exploratory drillings and is continued with a detector
not even as big as a hand. In seconds, the display shows
the ore grade. Our predecessors were still unable to work
so precisely: A broken-off piece of rock was submitted to
a taste test: If it tingled on the tongue, something use-
able had been found. Today, high tech is used instead of
the pickaxe to get to the potash-containing rock. State-
of-the-art drilling vehicles eat their way through the
deposits left by primeval oceans that existed up to 250
million years ago. These giant machines are operated by
trained miners. Underground, every employee is a spe-
cialist at his workplace. And so is the mining blaster:
After the drilling, he fills the holes with rock blasting
explosives. When all the men have left the mine at the
end of the shift, the explosives are ignited remotely.
Each day and per extraction site, up to 70,000 tonnes
of minerals are moved. The crude salt containing up to
30 % potash now has to be transported to the surface for
further processing. Here, kilometre-long conveyor belts
come into play, transporting the white gold to the mine
shaft and then to the light of day. To get to the sought-
after potassium and the other important nutrients, the
crushed mineral is separated into its elements.

GROWTH THROUGH THE VARIETY OF OUR RAW
MATERIALS

We make the riches of nature usable for all of us. Along
with potassium, we can also mine magnesium and sul-
phur at our domestic deposits. Processed into special-

CONSOLIDATED FINANCIAL STATEMENTS

EXPERIENCE GROWTH

A pit foreman checks the rock’s composition to plan
further mining. With the aid of modern diagnostic
instruments, the specialist can then establish the
precise location of the raw material components
before detonation can be prepared.
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INCONSPICUOUS CHUNKS OF SALT ARE PROCESSED TO CREATE VALUABLE
SPECIALITY FERTILIZERS BY MEANS OF OUR MODERN MINING AND PROCESSING
TECHNOLOGIES. THE UNIQUE COMBINATION IN GERMANY OF NUTRIENTS
FROM POTASSIUM, MAGNESIUM AND SULPHUR FACILITATES RICH HARVESTS.

ity fertilizers, these nutrients are a prerequisite for rich
harvests.

We are the fourth largest producer of potash and mag-
nesium products in the world and the largest such
producer in Europe. To expand our raw material base
over the long term too, we have gained access to rich
potash deposits in Canada with the acquisition of
POTASH ONE.

GROWTH THROUGH SALT

Our success is also based on another essential raw mate-
rial — sodium chloride. Because we cannot imagine life
without salt. It aids our health and is used for season-
ing, dyeing and preservation. It is also indispensable for
ensuring road safety and an important component in
the production of glass, paper, textiles and synthetic

materials. Our subsidiary Esco is Europe’s largest pro-
ducer of salt. This useful mineral, with a purity grade
of up to 99% is obtained in rock salt mines and brine
plants. This level of purity occupies a top position within
the European competition. An advantage that becomes
especially important in the production of medicinal
products, because salt of this quality is urgently needed
for infusions and dialysis fluids. A real treasure can also
be found in the deposits of our subsidiary spL in Chile’s
Atacama desert: The reserves there alone are sufficient
to supply the world’s population for the next 200 years.
They arose from the residue of former salt lakes, whose
water vaporised due to strong solar radiation. There, we
have unique access to marine logistics, because the ports
and loading facilities are located in the close proxim-
ity. In 2009, the k+s GrouUP finally became the world’s
largest producer of salt through the purchase of the
established us salt producer MORTON SALT. An acqui-
sition that has strengthened the competitiveness of
the whole k+s GROUP. In international terms, we are
now very well positioned in the salt business. This was
shown particularly clearly in the extremely cold winter
of 2010/2011: MORTON SALT, SPL and Esco successfully
supported each other across three continents by supply-
ing salt to each other.



GROWTH THROUGH GREAT DEPTH OF VALUE
ADDED

The core competence of the group of companies is the
extraction and refining of raw materials as well as the
distribution of the products obtained from them. In the
Fertilizers sector, we manufacture products that meet
the needs of agriculture and industry from the mined
potash and magnesium crude salts. In the area of min-
eral fertilizers, nobody beats the wide variety of our
products: We produce suitable fertilizers for every type
of soil and crop. In the Salt sector, the quality, granu-
lation, processing and packaging of the extracted salt
are tailored to the respective needs of our customers. So
that everything receives our customers of high quality
and reliable, we have a worldwide logistics network like
our own loading terminal in Hamburg, the port in Chile
near the production site and 1sco’s and MORTON SALT’S
numerous distribution centres in North America.

GROWTH THROUGH SUSTAINABLE
MANAGEMENT

We face up to the challenges raised by economics, ecol-
ogy and social responsibility. The main component of
our strategy is to respond at an early stage to opportu-
nities and challenges, which arise from the megatrends
of population growth, changed eating habits and rising
demand for agricultural raw materials. This orientation
towards tomorrow’s markets enables us to secure many

thousands of jobs, above all in areas that suffer from
structural weaknesses. Our production and the resul-
tant value added are an important economic impulse
for many regions. In the sphere of environmental pro-
tection, we have been successfully working for many
years to increase the average efficiency of our power
plants to over 90 %. Thus, the sites work close to the level
of energy efficiency that is theoretically attainable. Fur-
thermore, we will additionally invest a total of up to
€360 million in regional water protection. Because
growth and sustainability are not mutually exclusive
—they are a mutually prerequisite for an economically
successful group of companies —now and in future.

CONSOLIDATED FINANCIAL STATEMENTS

EXPERIENCE GROWTH

In their huge shovels, robust wheel-mounted loaders
transport up to 20 tonnes of mined crude salt, the
so-called debris, to the filling point in the mine. There,
the chunks of salt are broken in a crusher before
they are transported on long conveyor belts to the
mine shaft and then to the surface.
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WITH A PRACTISED EYE, THE WINEGROWER CHECKS HOW HE HAS TO
CUT BACK HIS VINES IN ORDER TO OBTAIN GOOD YIELDS. THE FERTI-
LIZER SPECIALITIES OF THE K+S GROUP HELP HIM TO OPTIMALLY SUPPLY
HIS PLANTS WITH NUTRIENTS. i
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IN A DIALOGUE WITH USERS, WE DEVELOP A STRATEGY FOR WHAT WE CAN
DO TOGETHER TO OBTAIN BETTER YIELDS AND HIGHER QUALITY. IN
VINICULTURE, THE MAIN ISSUES ARE OPTIMAL FERTILIZATION AND HOW
TO CARE FOR THE VINE.

EXPERIENCE THROUGH THE KNOWLEDGE WE
HAVE DEVELOPED

A feeling for the right moment, combined with many
years of experience with plants, soil and the effects of
the climate: That's how winegrowers can create great
wines. But to do so, they need reliable partners at their
side.

With its over 100 years of experience, the k+s GROUP
has the competence to support farmers to overcome
their day-to-day challenges with know-how that has
grown over many generations.

We offer both long-term application advice and needs-
based fertilizers, creating a partnership that, like the cul-
tivation of good grapes, is not based on short-term suc-
cess. To ensure that potassium, magnesium and sulphur,
which are processed into high-quality mineral fertiliz-
ers on the basis of the latest insights from science and
research, also produce optimal yields, K+s GROUP con-
sultants visit users on site worldwide. Because just as
the winegrower only has to cut his precious vines care-
fully to achieve the right ratio of quantity to quality for
his grapes, the provision of nutrients also has to be cal-
culated precisely. Continued dialogue with our custom-
ers contributes to building their trust and jointly iden-
tifying individual solutions. Therefore, the K+s GROUP
is currently running about 250 field tests all over the
world.



EXPERIENCE THROUGH OWN RESEARCH

The main objective of modern vine nutrition is to opti-
mise the application of fertilizer in harmony with soil
fertility, yield and quality. Ultimately, the winegrower
is not just interested in yields, but primarily in qual-
ity. Here, the needs-based provision of potassium has
a demonstrably positive impact on the quality of the
wine. The flavour of the wine is improved by increasing
the extractive and sugar content of the berries. More-
over, the increased proportion of sugar lowers the freez-
ing point of the grapes and thus reduces the risk of frost
damage. In addition, the vine can better cope with dry
periods if it has a good supply of potassium.

How successful our speciality products are in practice
is also shown by the successful history of our nitro-
gen fertilizers in viniculture. With the products in our
ENTEC® range, the conversion of ammonium nitrogen
into nitrate in the soil is delayed. This means that the
release of nitrogen is adjusted to meet the needs of
the plant and thus increases the efficient fertilization.
Numerous test findings demonstrate that high addi-
tional yields can therefore be achieved economically.

With a precise dosage of individual nutrients, the k+s
GROUP is following exactly in the footsteps of Justus
von Liebig. At the start of the 19th century, the German
chemist discovered that the imbalanced application of

fertilizer can strongly affect plant growth. If only one
important nutrient is missing or too little of it is applied,
this already has an impact on the growth and therefore
the yield of the plant. He called this insight the “law of
the minimum” - the basis for today’s fertilizing practice.

EXPERIENCE THROUGH ADVICE

So that our customers can also efficiently plan their use
of fertilizers, k+s GROUP additionally provides farm-
ers with free-of-charge, interaction consultancy soft-
ware. Based on the input data, the programme calcu-
lates optimal nutrient requirements for the respective
crop. Many farmers also use our illustrated diagnostics
manual (“The Small Nutrient-1x1”), which helps them to
identify deficiency symptoms. The goal of all our efforts
is to achieve rich harvests all over the world, which, like
a good wine, rest on experience, competence and sus-
tainability.

CONSOLIDATED FINANCIAL STATEMENTS

EXPERIENCE GROWTH

We are constantly further developing our fertilizers.
In cooperation with universities, we research into
how plants can make still better use of nutrients, even
under difficult conditions. With this wealth of expe-
rience, we are in demand as partners in agriculture.
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AT THE PORT OF HAMBURG, THE K+S GROUP LOADS OCEAN-GOING SHIPS A
TAINERS WITH ITS PRODUCTS AT THE “KALIKAI” TERMINAL, SO THAT THEY CA
SHIPPED TO OTHER EUROPEAN COUNTRIES AND THE REST OF THE WORLD. IN Al

TION, WE ARE ALSO EXPANDING OUR GLOBAL HAND m AND STORAGE CAP?
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MODERN LOGISTICS PROCESSES AND A HIGH VOLUME OF TRANSPORT CHARACTER-
ISE THE LOGISTICS SERVICES OF THE K+S GROUP. WHEREVER POSSIBLE, K+S SHIFTS
SHIPMENTS FROM THE ROAD TO THE ENVIRONMENTALLY FRIENDLY AND ECONOM-
ICAL RAILWAY AND WATERWAYS.

MODERN LOGISTICS

Efficient logistics processes form the link between ongo-
ing production and volatile markets. Moreover, in many
cases, the consumption of our products depends on the
weather. This applies to fertilizers and especially to de-
icing salt. That is why we maintain a network of more
than 300 storage, port and distribution sites worldwide.
Our largest port is Puerto Patillos in Chile, where we
loaded more than 6 million tonnes of salt onto ocean-
going ships in 2010. For 85 years, the “Kalikai” terminal
in Hamburg has served as the gateway to world mar-
kets for potash and magnesium products. Here, 3.5 mil-
lion tonnes were handled last year, and with a storage
capacity of 405,000 tonnes on an area of 10 hectares,
KALI-TRANSPORT GMBH (KTG) handles the majority of
our international business with potash fertilizers. Ships
that, for example, have transported soy from Brazil, and
which might otherwise have to return empty, are loaded
there with k+s fertilizers as their return cargo. We thus
optimally exploit the available shipping capacity — at
favourable transportation costs. Furthermore, kTG is also
responsible for the organisation of container transports
to overseas destinations: Many goods from Asia, such as
electronic products and toys, mostly arrive in Europe in
containers. However, they normally carry very much less
return freight. We load these containers with bulk fertil-
izers on the “Kalikai” terminal and they can be unloaded
in Asia directly at the customer at low cost. In 2010, more



than 1 million tonnes of fertilizers were exported to Asia
per container.

WORLDWIDE LOGISTICS NETWORK

The x+s GROUP has significantly increased its trans-
port volume through the acquisition of MORTON SALT.
Furthermore, following the acquisition, regional market
responsibilities within the usa between MORTON SALT
and 1sco, the sales organisation of the Chilean sp1, had
to be newly aligned. The logistics department actively
participated in this optimisation process and was imme-
diately able to put the result to a severe test in the harsh
winter season of 2010/11. We are therefore proud that
everything ran smoothly. After all, effective and efficient
logistics is in the interest of our customers and there-
fore ultimately of ourselves, regardless of whether the
salt comes from Chile or North America. However, we
understand a network to be not only logistics optimisa-
tions within North and South America, but also the use
of global synergy potentials on both sides of the Atlan-
tic: In order to meet the very high demand for de-icing
salt in Europe, we were able to significantly enhance
our ability to deliver with shipments of several 100,000
tonnes from Chile and from the Bahamas. The flexibility
of our production sites worldwide in combination with
a precisely harmonised logistics chain has paid off for us.

SUPPLY CHAIN MANAGEMENT

We have made the analysis and optimisation of our sup-
ply chain processes a permanent task. This includes an
internal benchmark for the logistics units as well as the
Group-wide transfer of knowledge, which is organised
centrally. In this way, the prompt identification of mar-
ket changes and early recognition of potential risks is
ensured.

CONSOLIDATED FINANCIAL STATEMENTS

EXPERIENCE GROWTH

Via the “Kalikai” terminal in Hamburg-Wilhelms-
burg, potash and magnesium products of the K+S
Group are shipped into the whole world and

bulk goods, principally fertilizers and cereals, are
handled for other companies.
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CONSOLIDATED FINANCIAL STATEMENTS

IN MUMBAI, A METROPOLIS IN THE WEST OF INDIA WITH A POPULATION OF
OVER 13 MILLION, EATING HABITS ARE CHANGING AS PEOPLE BECOME
WEALTHIER. THE DEMAND FOR MEAT AND MILK PRODUCTS IS RISING AND
THIS IS RESULTING IN A HIGHER DEMAND FOR CEREALS.
¥
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WITH OUR FERTILIZERS, WE MAKE AN IMPORTANT CONTRIBUTION TO SUPPLYING
THE GROWING POPULATION WITH AGRICULTURAL PRODUCTS.



THE WORLD IS CHANGING

The world is changing rapidly. More and more people
need more and more food. But the areas under cultiva-
tion worldwide can only be extended by maximum of
10 %.* This alone will not, however, be enough to feed
additional two billion people by 2050. According to the
most recent forecasts, agricultural production would
have to rise by 70 to 100 % by 2050." Increasing prosper-
ity too in emerging market countries such as China and
India is particularly boosting the consumption of meat
and milk. The consequence: The more of these products
are on the menu, the greater is the need for feed. For
example, up to eight kilograms of feed are needed to
produce just one kilogram of beef.

STRATEGY: EXPANSION OF OUR MARKET
PRESENCE

Against this background, the strategy of the k+s GrRoUP
is as follows: We are expanding our market presence
in important overseas markets and tapping into new
attractive markets in future growth regions. With this
in mind, we, in 2011, have therefore taken over the
Canadian POTASH ONE, an exploration and develop-
ment company with licences for rich potash depos-
its. This is a decisive strategic step in order to partici-
pate in the growth of fertilizer markets also in terms of
volume. Now we can and will construct a new potash
plant in Saskatchewan, which will supply the first prod-
ucts starting from 2015 and, from today’s perspective,
should produce at least 2.7 million tonnes of potassium
chloride per year when it has been fully developed. The
estimated volume of capital expenditure for this new

CONSOLIDATED FINANCIAL STATEMENTS

EXPERIENCE GROWTH

mine amounts to some Us$ 2.5 billion, but will be spread
over a number of years and thus will not overstrain the

K+s GROUP financially. Furthermore, together with our
existing domestic potash mines, the new raw material
deposits will significantly strengthen our international
competitiveness and consequently benefit the entire
K+S GROUP in Europe and overseas.

SECURITY OF SUPPLY

The x+s GROUP makes an important contribution to sup-
ply a growing global population with agricultural prod-
ucts. Together with the use of modern plant cultivation
technologies, the fertilization with the main nutrients
nitrogen, phosphate and potash is essential for bigger
harvests the world over. In future too, we will therefore
concentrate on our core competency, that is the extrac-
tion, refining and distribution of natural raw materials.

' Source: FAO.
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CONSOLIDATED FINANCIAL STATEMENTS

L -
T R -
" THE BALANCED APPLICATION OF MINERAL FERTILIZERS MAKES/A DECISIVE
CONTRIBUTION TO INCREASING AGRICULTURAL PRODUCTION. POTASH
REGULATES THE WATER BALANCE OF THE PLANT, INCREASES ITS STABILITY,
MAKES IT*MORE RESISTANT AND IMPROVES QUALITY-AND FLAVOUR.
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TO ADEQUATELY SUPPLY MANKIND WITH AGRICULTURAL PRODUCTS, PROFESSIONAL
AGRICULTURAL TECHNOLOGIES ARE NEEDED, SUCH AS SEED, PLANT PROTEC-

TION AND PRODUCTS FOR NEEDS-BASED PLANT NUTRITION. MINERAL FERTILIZERS
MAKE A NECESSARY CONTRIBUTION TO HIGH-YIELD CULTIVATION.



CHALLENGES IN THE FUTURE

A glimpse into the future reveals the challenges await-
ing us in coming years. In the middle of this century,
experts estimate that over nine billion people will be
living on the planet. Important resources such as land
under cultivation or fresh water are, however, limited.
It is therefore necessary above all to increase the crop
yields if we want to secure the supply of food. Whether
in the cultivation of cereals, corn or soy beans, or for spe-
cial crops such as fruit, vegetables and grapes: The k+s
GROUP’s products support the sustainable securing of
the world's food production.

AGRICULTURAL COMPETENCE THROUGH OWN
RESEARCH

The results of several years of field tests and interna-
tional projects will also in future be an important focus
of our agricultural competence. Together with the Uni-
versity of Gottingen, the INSTITUTE OF APPLIED PLANT
NUTRITION — IAPN, founded at the start of 2011, carries
out joint research into new developments. Dr. Ernst
Andres, Managing Director of k+s KALI GMBH: “This
cooperation offers an excellent opportunity to combine
university and application-oriented research.”

One of our many test areas is in Diendorf, a place in an
arid region of Austria, about 60 kilometres from Vienna.
For several years, the effects of the optimised applica-
tion of leaf fertilization on winter wheat has been tested
there. At the beginning of the final ripening phase, this
cereal can no longer access the magnesium present in
the soil, since the roots can no longer transport nutri-
ents. We found out that about 60 % of the magnesium
in the ripe grains does not come from the field, but from
redistribution processes within the plant. Only leaf fer-
tilization with water-soluble magnesium prior to the

ripening of the ears can compensate for the loss of mag-
nesium from the leaves and thus markedly improve the
harvest yield.

POTASSIUM INCREASES HARVEST YIELD AND
QUALITY

The subject of water efficiency is a further main focus
of our research activities in the Potash and Magnesium
Products business segment. Within the framework of a
research cooperation with the universities of Gieféen,
Halle and Kiel, it could be demonstrated that both water
storage ability and water transport to the roots were
improved through the provision of potash. This meant
that the volume of water potentially available to the
plants increases. Furthermore, the plants form a larger
and better-branched root system, and are thus able to
utilise a greater volume of soil for the absorption of
water.

Potassium also makes a decisive contribution to improv-
ing the quality of cultivated products. Thus, the quality
requirements in potato cultivation are oriented towards
the respective use of the vegetables (potatoes for con-
sumption, processing potatoes, starch potatoes or plant-
ing potatoes). When it comes to potatoes for consump-
tion, their qualities when cooked are of greater impor-
tance than their starch content. The potatoes for the
dinner table should neither fall apart during cooking
nor exhibit any discolouration inside and outside. A fre-
quent problem with an unbalanced provision of nutri-
ents is the appearance of black spots in the potato. x+s
GROUP researchers discovered that a balanced applica-
tion of potassium not only reduces the black discolou-
ration, but also significantly improves the ability to be
harvested successfully and stored. The potato is less sen-
sitive to impact and thus retains its appetising appear-

CONSOLIDATED FINANCIAL STATEMENTS
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After the cereal harvest, haystacks adorn the land-
scape. But for the farmer, the work has not yet

been done, because the nutrients lost during the har-
vest have to be replaced with mineral fertilizers.
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THE K+S GROUP MAKES AN IMPORTANT CONTRIBUTION TO COVERING THE
RISING DEMAND FOR AGRICULTURAL PRODUCTS. WITH OUR SPECIALITY
FERTILIZERS, HARVESTS CAN ALSO BE INCREASED SUSTAINABLY IN PARTS OF
THE WORLD WHERE CROP CULTIVATION IS DIFFICULT.

ance for longer. Moreover, the vitamin C content of the
tuber also increases.

PARTNERS OF FARMERS WORLDWIDE
Internationally too, we are taking on responsibilities:
In Colombia, Dr. Bernd Ditschar, an agricultural consul-
tant at k+s KALI GMBH, heads a palm oil project. It is
intended to sustainably improve the yield of palm trees
and cultivation is to be intensified — an important con-
tribution to preventing the rainforest from being further
deforested. Palm oil as a raw material is used primarily
in the production of baked goods, margarine and confec-
tionary, as well as biodiesel, since it is very stable under
heat. One of our specialities is applied for this crop: Korn-
Kali+B, a mixture of potassium, magnesium, sulphur and
boron. The advantage: In just one application, all impor-
tant nutrients are provided simultaneously and in pre-
cisely the right amounts. In combination with an opti-
misation of plant care, the harvest of the sought-after
oleaginous fruits is thus increased substantially.

These examples make it clear that, when developing
new and improved products of the x+s GROUP, the main
emphasis is on needs-based plant nutrition through-
out the whole vegetation cycle. Product innovations are
initially tested in experiments conducted over a num-
ber of years and under realistic conditions. We work on
their composition until we are certain that the product



achieves the desired benefits and neither impairs the
health of our customers nor the environment. Before
a product is launched on the market, the German Fed-
eral Institute for Materials Research and Testing car-
ries out comprehensive tests and classifies the product
accordingly. Product safety is re-investigated at least
every ten years.

TREATING RESOURCES WITH CARE

We also act responsibly in dealing with limited resources:
It is our aim to minimise the inevitable interventions in
nature as much as possible. With the 360-million-euro
package of measures presented in autumn 2008, we
are doing all that is commercially viable to advance the
reduction of saline waste water of the Werra plant. Addi-
tionally, the k+s GrouP is utilising the latest exploration
and mining processes and is continuously further devel-
oping the process technologies.

For example, with the EsTA® process, which we devel-
oped ourselves, we can split certain crude salts into their
components without the use of water or large amounts
of energy. We have succeeded in doing so perfectly with
the aid of physics: The individual elements of the crude
salt are given different electrical charges and subse-
quently, with the aid of an electric field, separated into
sodium chloride on the one hand, and potassium chlo-
ride and kieserite on the other hand. As a result of this

patented technology and other measures which avoid
waste water, we have, since the beginning of the 1980s,
reduced our specific waste water quantities for every
tonne of crude salt mined by two thirds at the Werra
plant alone. Furthermore, this production process is sig-
nificantly more favourable in terms of energy consump-
tion than the classical wet processing methods.

HIGH LEVEL OF ENERGY EFFICIENCY

Through the use of cogeneration systems, the x+s
GROUP achieves a very high level of energy efficiency
and thus contributes sustainably to achieving Germany’s
climate protection goals. The efficiency level of our own
power plants is more than 90 %. With the k+s Research
Institute, we continue working on a continuous reduc-
tion of the required resources, energy and material.

This all demonstrates clearly that we are meeting the
challenges of tomorrow. Whether securing the global
food supply, providing high-purity minerals to keep peo-
ple healthy or protecting the environment — we make
an important contribution to meeting the challenges
of our time.

CONSOLIDATED FINANCIAL STATEMENTS

EXPERIENCE GROWTH

Cereal is important for an adequate supply of food
for the world’s population. Through the use of
mineral fertilizers and the resultantly higher yields,
already today 50 % of the world is fed, because
only little soil is sufficiently supplied with nutrients.
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HIGH-PURITY ROCK SALT IS MINED IN HIGH CHAMBERS AT THE BERNBURG
MINE. IT ORIGINATED 250 MILLION YEARS AGO FROM PRIMEVAL
OCEANS AND IS THEREFORE, AT A GREAT DEPTH, PROTECTED AGAINST
THE EFFECTS OF THE ENVIRONMENT AND CONTAMINATION.
L]
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WHEN NATURE COMBINES THE ELEMENTS SODIUM AND CHLORINE, IT CREATES A
NEW PRODUCT, AN INDEPENDENT COMPOUND: SODIUM CHLORIDE. THIS IS ESSENTIAL
TO ALL LIFE ON EARTH AND IS MADE USABLE FOR ALL OF US BY THE K+S GROUP.



Every day, over 6,000 employees of the K+s GROUP con-
front the challenges of working underground. The com-
parable mining processes between the core business
segments Potash and Magnesium Products and Salt
enable the exchange of technical, geological and logis-
tics know-how. When it comes to purchasing machin-
ery and auxiliary materials, we benefit from economies
of scale, as many individual operations underground
are very similar. Ultimately, this lowers our production
costs and makes it possible to offer a competitive price
for our raw materials and the products created by refin-
ing them.

SOPHISTICATED UNDERGROUND
INFRASTRUCTURE

However, before the actual mining begins, an effective
underground infrastructure first has to be available: The

shafts supply fresh air within a complex ventilation sys-
tem. This is based on a sophisticated principle of draw-

ing in and distributing fresh air throughout the whole
mine system. As the mining districts are often kilome-
tres apart, depending on the mine in question, fuelling
stations, workshop areas and measuring stations are
installed underground. Also the conveyor belts, which
wend their way through the galleries like millipedes,
are indispensable and are maintained and extended on
a daily basis.

TEAMWORK FOR SUCCESSFUL MINING

Anyone who observes the specialists underground
will notice that all work is cumulative and that every
“move” has to be precise. While the miners largely work
on one’s own, they ultimately regard themselves as a
team, which can only be successful through cooperation.

CONSOLIDATED FINANCIAL STATEMENTS

EXPERIENCE GROWTH

SAFETY COMES FIRST

Safety comes first for the k+s GrRouUP everywhere: Thus,
securing the areas where work is performed under-
ground is an important task. With the help of scaling
machines, which are vaguely similar to excavators, rock
fragments that come loose from roofs and side walls
are carefully detached. Then the roof anchor drilling
truck stabilises the roof of the gallery with threaded
rods. Today, the work of a miner in potash and rock salt
mining is characterised by the use of modern large-scale
machinery, without which mining in a magnitude of
millions of tonnes would not be possible. But all that
effort pays off, because it is only in this way that we can
make the earth’s treasures usable for us all.
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WITH THE K+S GROUP’S HIGH-QUALITY DE-ICING SALTS, SNOWED-UP ROADS
IN EUROPE AND NORTH AMERICA ARE DE-ICED AGAIN MORE QUICKLY. OUR
GLOBAL NETWORK OF PRODUCTION SITES ON BOTH SIDES OF THE ATLANTIC

ENSURE A RELIABLE SUPPLY.
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THE FLEXIBLE USE OF OUR EXTRACTION CAPACITIES AND OUR GEOGRAPHI-
CAL PROXIMITY TO OUR CUSTOMERS MAKE IT POSSIBLE FOR US TO EVEN
ENSURE THE BEST POSSIBLE SUPPLY OF DE-ICING SALTS FOR WINTER ROAD
MAINTENANCE SERVICES DURING PARTICULARLY HARSH WINTERS.

PARTNER OF TOWNS AND MUNICIPALITIES

Every motorist is familiar with this situation: It is win-
ter, it has snowed again overnight and now you are
already gearing yourself up for slippery roads. But what
a relief! The road surface is free of snow and ice thanks
to the latest de-icing salt technology and the people
working for the winter road maintenance service. So
that they can provide their indispensable winter road
maintenance services during such a cold season, towns
and municipalities need a partner they can depend on.

HIGH PRODUCTION CAPACITIES FOR RELIABLE
DELIVERY

Our subsidiary Esco, Europe’s number 1 salt producer,
can respond quickly to sudden peaks in demand by flexi-
bly using its production capacities. Additionally, we have
built up a pool of experienced and effective freight for-
warders, shipping and railway companies. Favourably
situated deposits ensure the largest possible presence
in all the important markets of Europe and enable Esco
to ensure the best possible supply of de-icing salts even
under difficult conditions. Our ability to deliver continu-
ously, even during periods of peak demand, is a promise
we do everything possible to fulfil. Since the acquisitions
of spL (Chile) and MORTON sALT (North America), we
have an even more balanced regional portfolio, which
results in the compensation of regional, weather-related
fluctuations in sales volumes across the Group.



If local bottlenecks actually occur, we use the synergies
of our salt sites worldwide so that they can assist each
other as best as they can. As the world’s largest salt pro-
ducer, we owe that to our customers!

SAFETY THROUGH EFFICIENT DE-ICING SALTS

In the case of de-icing salts too, it is important to us to
treat resources carefully and efficiently in order to pro-
tect the environment. Our motto is: As little as possi-
ble, but as much as necessary. That should also be the
maxim when it comes to the application of de-icing
salts. The use of de-icing salts is effective and economi-
cal if they are applied using the pre-wetted salt process
together with magnesium chloride brine. When such
pre-wetted salt is spread, a mixture of 30 % by weight of
a “winter road maintenance service solution” together
with 70 % of dry de-icing salt is ideal. The mixture is just
created shortly before it is spread on the road surface
by the spreading disc of the winter road maintenance
service vehicle. Owing to its particular consistency, the
pre-wetted salt now prevents the grains of salt from
being blown away. Furthermore, it adheres to slippery
and icy road surfaces better than dry salt does. The de-
icing process starts more quickly and persists for longer.
Thanks to the higher efficiency of the salt, the spread-
ing vehicle can also operate for longer. It is not only the
environment that benefits from this: Savings as a result
of the smaller quantity of salt spread ultimately also

lowers costs for winter road maintenance services. Over
the past so years, it has proven possible to reduce the
quantity of salt spread per m? in Europe by more than
60 % thanks to the technical progress in dosage equip-
ment and the pre-wetted salt technology, while main-
taining the same thawing effect. Moreover, experts in
the United States have calculated that the investment in
de-icing road surfaces more than pays off: For each dol-
lar spent on de-icing salts and winter road maintenance
services, six times that amount is saved in terms of costs
to the economy resulting from limited mobility and pro-
ductivity, and wages and salaries paid for no work being
done. But x+s does not only offer reliable de-icing salts
for professional use, but also for end users. In Europe, our
subsidiary Esco has been selling tried-and-tested “Esco
Auftausalz” (de-icing salt) for decades. Its particularly
effective mixture of fine and coarse salt crystals ensures
a maximum de-icing effect against snow and ice. While
the fine crystals ensure an immediate thawing effect,
the coarser crystals guarantee the necessary long-term
effect with thicker layers of ice and snow. In the Usa,
BLIZZARD WIZARD®, HALITE® and ACTION MELT® are
established consumer brands. We are thus able to offer
the right de-icing salt for every need and every target
group and can make an important contribution to mak-
ing roads and paths safer.

CONSOLIDATED FINANCIAL STATEMENTS

EXPERIENCE GROWTH

With the rich de-icing salts of the K+S Group, the
roads remain free of ice and snow for longer, espe-
cially when they are spread using the pre-wetted
salt process: The salt better adheres to the road and
is more effective.

71




m,ﬁMJ@sz@@W;fWMW%M&%@AW
%%%&Wwﬁﬁ%&%o@ salt produces ot HOSAL e
@ZM&MWWAMWJ%MAM%@LW&#MW

*MILESTONES IN THE DEVELOPMENT OF THE “UMBRELLA GIRL” B-R;&ﬁls i

- - " -
—— K . ; ot g!l;r "'"-i:"
The original Morton Salt Umbrella Girl In the post-Depression years from 1933 to f Since her most recent makeoverin1968, .~ & 7 —_:'i,'-__"
appeared in 1914 with the now familiar slogan 1941, jazz was king. And as it reigned, our little the current Umbrella Girl has been - . c .
»,When It Rains It Pours*. girl kept pouring. with us through moon launches, hip-hop r o
and the growth of the Internet. .
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The second Morton Salt Umbrella Girl danced on the Rock and roll was starting to shake
scene 1921. The twenties were roaring and the little things up in 1956 and our little girl was

Morton girl was still pouring. still filling salt shakers.




MORTON SALT OFFERS A WIDE PRODUCT PORTFOLIO FOR THE HOU
HOLD: FOOD GRADE SALT SPECIALITIES, WATER SOFTENERS, DISH-
WASHER AND DE-ICING SALTS. FURTHERMORE, THE PRODUCER ALSO

SUPPLIES TRADE AND INDUSTRY.
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WITH THE ACQUISITION OF THE WELL-KNOWN US SALT PRODUCER MORTON
SALT, WE ARE NOW OPTIMALLY POSITIONED IN NORTH AMERICA AND VERY
CLOSE TO SIGNIFICANT SALES REGIONS.
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PURCHASE OF A SUCCESSFUL US SALT

PRODUCER

In the Usa, it has been at home in many American
households since 1914. The unmistakable Umbrella Girl
with the wide-open umbrella in the rain. This brand
logo can be seen on all packages of the Us salt producer
MORTON SALT and ensures that the brand enjoys a very
high level of recognition. It symbolises the high quality
and exceptional properties of the MORTON products:
“When it rains, it pours” — Even when it rains, our salt
flows freely to the last grain. We are thus strengthen-
ing our very profitable product groups of food grade
and industrial salts beyond Europe. The sea salt prod-
ucts of MORTON SALT in particular are very popular in
the United States and last year, they became the mar-
ket leader there. Since 2009, this traditional brand has
been a family member of the k+s GrRoUP. We are now
also at home in the Usa, in Canada and on the Bahamas
with six rock salt mines, seven solar evaporation salt
plants and ten evaporated salt plants. In strategic terms,
this acquisition fits extremely well into the existing salt
business of the K+s GROUP.

With MORTON SALT, we have arrived on the North Amer-
ican markets and are very close to end customers: Our
products are available in almost every supermarket in
North America. MORTON SALT and, in Canada, WINDSOR
offer a broad range of products. There is a particularly



wide variety of food grade salt products in spice mills
and other practical types of dispenser. The spicy mix-
tures for every taste in the form of herb salts and spice
salts let every enthusiast of vegetable and meat dishes
to click one’s tongue. A barbecue without MORTON? Vir-
tually inconceivable. But not only culinary specialities
are in great demand. Dishwasher salts, water softeners,
pool salts and de-icing salts too ensure a broad presence
in Us households.

With the acquisition of MORTON saLT, completed the
year before last, the k+s GROUP is continuing to pur-
sue its two-pillar strategy by focusing on two business
sectors internationally: fertilizers and salt. Chairman of
the Board of Executive Directors Norbert Steiner: “And
in both core business sectors, it has been our strategy
for years to also grow externally, in order to be able to
retain and expand our present market positions in the
future too.”

TWO-PILLAR STRATEGY

Our growth is based on solid foundations, because on
the one hand, the salt business provides a second pil-
lar in addition to the fertilizer business, which is more
dependent on economic cycles. Regional diversification
now enables us to have a winter business that is less
susceptible to fluctuation overall. On the other hand, our
raw materials will remain indispensable in the future:

The nutrients in our fertilizers ensure rich harvests and
thus make a contribution to the diet of a growing global
population, and our salt products are the basic material
for many vital and life-enriching products and applica-
tions in industrial production.

The further benefits of our two-pillar strategy include
the comparable mining processes for potash and salt.
They facilitate the exchange of technical, geological
and logistics know-how. When it comes to purchasing
machinery and auxiliary materials, we benefit from
economies of scale, as many individual operations
underground are very similar. Ultimately, this lowers
our production costs and makes it possible to offer a
competitive price for our raw materials and the prod-
ucts created by refining them.

This all makes it clear that the acquisition of MORTON
SALT is far more than simply the addition of sites, capac-
ities and market shares. We are not just the world’s larg-
est salt producer, but, especially in view of regions and
the product range of food grade salt, salt for chemical
use as well as pharmaceutical, industrial and de-icing
salts, the most broadly based salt producer in the world.
The girl with the umbrella has already made herself
very much at home in the k+s GroUP and, with her
charm, will ensure good sales figures in the future too.

CONSOLIDATED FINANCIAL STATEMENTS

EXPERIENCE GROWTH

In 1848, a real success story began in Chicago.
Asmall sales agency grew to become one of North
America’s leading producers of salt. Nowadays,
Morton Salt offers a wide range of salt specialities
for households, winter road maintenance services
and industry.
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K+S GROUP MANAGEMENT REPORT

lead to significantly stronger demand and higher utilisation of the installed capacities /
Strong salt business thanks to very high sales volume of de-icing salt in Europe and first-time
inclusion of MORTON sALT for a whole year / Group revenues increased by 40 % to € 5.0

billion / Operating earnings EBIT | reached € 727 million — three times the figure of the previous
year / Acquisition of POTASH ONE a decisive strategic step towards opening up new potash
capacities / K+s GRouP with attractive prospects for 2011 and 2012
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4.1 GROUP STRUCTURE AND
BUSINESS OPERATIONS

GROUP LEGAL STRUCTURE

K+S AKTIENGESELLSCHAFT acts as the holding com-
pany for the k+s GrROUP. The economic development
of the k+s GroUP is influenced to a substantial degree
by direct and indirect subsidiaries located in Germany
and abroad. In addition to the parent company, k+s
AKTIENGESELLSCHAFT, all significant affiliated compa-
nies in which K+s AKTIENGESELLSCHAFT holds, directly
or indirectly, the majority of the voting rights, have been
consolidated. Subsidiaries of minor importance are not
consolidated.

/ DETAILS REGARDING SUBSIDIARIES, INTERESTS AND
RELATED COMPANIES can be found on pages 212 et seq. and in
the list of shareholdings on pages 214 et seqq.

Significant subsidiaries are the directly held K+s KALI
GMBH, K+S NITROGEN GMBH, K+S SALZ GMBH as well
as K+s Finance Belgium BVBA. COMPO GMBH & CO. KG
and FERTIVA GMBH are held via K+S NITROGEN GMBH.
K+S SALZ GMBH groups together ESCO — EUROPEAN
SALT COMPANY GMBH & CO. KG as well as K+S SALT OF
THE AMERICAS HOLDING B.V.,, which holds the shares
in the companies associated with the business activi-
ties of SOCIEDAD PUNTA DE LOBOS S.A. (SPL), Chile.K+s
FINANCE BELGIUM BVBA holds the shares in the Mmor-
TON Group via K+S NORTH AMERICA SALT HOLDINGS
LLc. While in the case of K+S KALI GMBH and K+S SALZ

GMBH, the foreign subsidiaries are essentially grouped
together in own subsidiaries, the foreign activities of
the Nitrogen Fertilizers business segment are managed
largely under k+s BETEILIGUNGS GMBH, a direct subsid-
iary of K+s AKTIENGESELLSCHAFT. The Complementary
Business Segments too are largely related to the x+s
AKTIENGESELLSCHAFT through subsidiaries.

The scope of consolidation only changed slightly in com-
parison to 31 December 2009. In connection with the fur-

GROUP MANAGEMENT REPORT

CONSOLIDATED FINANCIAL STATEMENTS

4.1 GROUP STRUCTURE AND BUSINESS OPERATIONS

was established as a subsidiary of K+S NORTH AMERICA
SALT HOLDINGS LLC. This company took over the salt
activities of MORTON INTERNATIONAL, INC. as & COIN-
sequence of reorganisation. Thereafter, the legal entity
MORTON INTERNATIONAL, INC. was then transferred
back to the seller in accordance with the arrangement
agreed in the purchase agreement. Furthermore, ahead

of the takeover of POTASH ONE,K+S CANADA HOLDINGS

ther integration of MORTON SALT, MORTON SALT, INC.

BUSINESS SECTORS AND ORGANISATIONAL STRUCTURE

AMERICAS HOLDING B.V.

INC. was established as a subsidiary of K+S SALT OF THE

FIG:4.1.1
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BUSINESS SECTORS AND
ORGANISATIONAL STRUCTURE

The reporting of the x+s GrROUP is divided into four
business segments that are interlinked in terms of stra-
tegic, technical and economic aspects. They are con-
trolled and supported by the holding functions provided
by K+S AKTIENGESELLSCHAFT. / FIG: 4.1.1

/ SUPPLEMENTARY INFORMATION ABOUT THE

PRODUCTS AND SERVICES OF THE BUSINESS SEGMENTS
can be found in the Corporate /Sustainability Report and on our web-
site www.k-plus-s.com.

POTASH AND MAGNESIUM PRODUCTS

BUSINESS SEGMENT

The Potash and Magnesium Products business segment
extracts potash and magnesium crude salts at six mines
in Germany, which are further processed there to cre-
ate end products or intermediate products. The former
mining location Bergmannssegen-Hugo has been func-
tioning solely as a processing site since 1995. Further-
more, the business segment has three processing sites
in France. In terms of end products, the annual produc-
tion capacity of the business segment is up to 7.5 million
tonnes of potash and magnesium products. Through the
acquisition of the Canadian company POTASH ONE, the
business segment will in future have the possibility to
increase its production capacity over the long term by

at least 2.7 million tonnes with the Legacy Project. A
broad distribution network facilitates the sale of these
products on almost all European and in many overseas
markets. The Potash and Magnesium Products business
segment is predominantly reflected in X+S KALI GMBH
and its subsidiaries. The company’s head office is based
in Kassel.

/ FURTHER INFORMATION ABOUT THE ACQUISITION OF
POTASH ONE can be found in the ‘Subsequent Events’ section on
page 145.

IMPORTANT PRODUCTS AND SERVICES

The Potash and Magnesium Products business seg-
ment offers its customers fertilizers, products for indus-
trial applications, high-purity potassium and magne-
sium salts for the pharmaceutical, cosmetics and food
industries as well as elements for the production of feed.
Potassium chloride is the top-selling product. This fertil-
izer with universal areas of application is used globally,
in particular for major crops, such as cereals, corn, rice
and soy beans. Potassium chloride is directly spread on
fields as a granulate or mixed with other straight fertil-
izers in bulk blenders. The k+s GROUP supplies potas-
sium chloride as a fine-grain “standard” product for the
fertilizer industry, which processes it along with other
nutrients to produce complex fertilizers. The fertilizer
specialities of the business segment differ from classic
potassium chloride because of their different nutrient
formulas with magnesium, sulphur and trace elements.
Moreover, the business segment offers a wide range of
high-quality potassium and magnesium products for

industrial applications with different degrees of purity
and specific grain sizes. These are used e.g. in chlorine-
alkaline electrolysis in the chemical industry, in the pro-
duction of glass and synthetic materials, in the min-
eral oil industry, in metallurgical processes, in the textile
industry, in biotechnology as well as in the recycling of
synthetic materials. Furthermore, the Potash and Mag-
nesium Products business segment provides a product
portfolio meeting the especially high demands of the
pharmaceutical, cosmetics and food industries. Finally,
the business segment produces high-quality potassium
chlorides and magnesium sulphates for the compound
feed industry for feeding farm animals. The Potash and
Magnesium Products business segment has a team of
consultants, consisting of 31 regional consultants and
agriculturalists operating around the world. The con-
sultants provide important information and sugges-
tions for innovations in relation to the use of fertiliz-
ers; technical application advice for industrial products
is also given.

IMPORTANT SALES MARKETS AND COMPETITIVE
POSITIONS

The business segment achieves slightly more than half
of its revenues in Europe. Here it benefits from the fact
that the production sites are very attractively positioned
in relation to the customers in terms of freight costs.
Furthermore, the business segment also has a signifi-
cant market position in the southern hemisphere. For
example, a significant part of the fertilizers are shipped
to Latin America, in particular to Brazil, as well as Asia.



Here, the business segment also makes use of the supply
of attractively priced container shipments.

The Potash and Magnesium Products business segment
is the world’s fourth-largest and the largest European
producer of potash and magnesium products and, in
2010, had an approximately 10 % share in the global sales
volume of potash. Important competitors of the x+s
GROUP in this business segment are the North Ameri-
can companies POTASH CORPORATION OF SASKATCHE-
WAN; THE MOSAIC COMPANY and AGRIUM, which oper-
ate a joint export organisation under the name can-
POTEX; the Russian URALKALI and the BELARUSIAN
BELARUSKALI, which operate outside their domestic
markets together in the export organisation Bpc; Rus-
sia’s SILVINIT, which URALKALI aims to take over com-
pletely in 2011; Israel’s 1cL and Jordan's apc. The fertilizer
specialities containing potash and magnesium clearly
distinguish the business segment from competitors and,
with these fertilizers, it occupies the leading position in
the world. With its products for industrial, technical and
pharmaceutical applications too, k+s is among the most
competitive suppliers worldwide, and is by far the larg-
est supplier in Europe.

e

NITROGEN FERTILIZERS BUSINESS SEGMENT
The Nitrogen Fertilizers business segment consists

L33 nitrogen

chiefly of the K+s NITROGEN GMBH as well as its sub-

sidiary COMPO GMBH & CO. KG.K+S NITROGEN markets
nitrogenous fertilizers with an orientation towards bulk
customers in agriculture and special crops such as fruit,
vegetables and grapes. The head office of the company
is in Mannheim. In addition to the fertilizers produced
exclusively for them by BASF, K+S NITROGEN also mar-
kets goods of other reputable European fertilizer pro-
ducers. comPO’s head office is in Munster; it has produc-
tion sites in Germany and Western Europe. Addition-
ally, compo has some of its products manufactured by
BASF in Ludwigshafen. comPpo sells its products in the
Consumer and Expert segments directly and via sub-
sidiaries in Germany and abroad. In mid-2010, it was
announced that a sale of compo within one year was
being examined, since the K+S AKTIENGESELLSCHAFT'S
growth strategy envisions to focus management and
financial resources particularly on the areas of potash
and magnesium products as well as salt.

IMPORTANT PRODUCTS AND SERVICES

The products of k+s NITROGEN fall into the following
groups: straight nitrogen fertilizers, complex fertilizers
and ammonium sulphate. The straight nitrogen fertil-
izer calcium ammonium nitrate is used for all agricul-
tural crops. In addition to nitrogen, complex fertilizers
contain the nutrients potassium and phosphate as well
as — depending on need and application — magnesium,
sulphur or trace elements. They are mainly used in the
cultivation of cereals, corn, rape or sugar beet, but also
for grassland. The complex fertilizers containing potas-
sium sulphate are particularly suited to the cultivation
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of fruit, vegetables and grapes. Moreover, the nitrogen-
stabilising ENTEC® fertilizers are characterised by a
unique nitrogen efficiency and thus, in comparison to
conventional products, reduce the number of labour-
intensive and costly fertilizer applications required. Fur-
thermore, K+s NITROGEN offers ammonium sulphate
nitrate with boron for crops that require boron, such as
rape and sugar beet. Fine-crystalline ammonium sul-
phate is used in Europe predominantly as a raw mate-
rial in fertilizer production, while in South America, it is
generally spread directly onto the fields. Coarse-grained
ammonium sulphate is suitable both for direct applica-
tion in agriculture and as a component in bulk blenders.

The consumer business of compo comprises products
for the home and garden sector for the purposes of plant
nutrition, plant care (potting soil, flower care, lawn and
garden fertilizers, lawn seeds) and plant protection. Pot-
ting soil is the most important product group in the
range. In addition, mainly liquid as well as granulated
lawn and garden fertilizers are marketed. Within the
scope of its cooperation with the Swiss company syN-
GENTA, a leading producer of plant protection agents,
coMPO has been supplementing its offer to custom-
ers in Europe with innovative plant protection prod-
ucts since the 2007 financial year. In compo’s Expert
segment, speciality fertilizers are offered for municipal
green areas (sports grounds, parkways), for golf cources,
for tree nurseries, horticulture and various special crops.



IMPORTANT SALES MARKETS AND COMPETITIVE
POSITIONS

K+S NITROGEN supplies up to 5 million tonnes of fertil-
izers per year to 60 different countries all over the world.
It achieves about two thirds of its revenues in Europe
and about one third overseas. With the international
branches of the k+s GROUP and selected external sales
partners, K+S NITROGEN has a global distribution net-
work at its disposal. In major European core markets
such as Germany, France, Spain, Italy, and Greece, K+S
NITROGEN has its own sales force. Worldwide, urea (46 %
of which is nitrogen) is the dominant nitrogen fertilizer.
Urea is produced on the basis of gas and ammonia by
several hundred producers around the world. However,
nitrate-containing fertilizers dominate in Europe and
North America, since these are more advantageous to
users in those regions, given the soil and climate condi-
tions. The world’s leading supplier of nitrogen fertilizers
is the Norwegian producer YARA. In Europe, in addition
to YARA, the AGROFERT GROUP and FERTIBERIA are the
most important competitors. The k+s GrRoUP is, with its
K+S NITROGEN, among the leading suppliers in Europe.
K+S NITROGEN is one of the world's leading providers
of the sulphur-containing nitrogen fertilizer ammonium
sulphate.

The marketing of compo’s consumer business is, to
more than 90 %, focussed on Western and Southern
Europe. The target group for consumer products is pri-
marily amateur gardeners, who purchase the products
via such distribution channels as garden centres, D1y

markets, RAIFFEISEN outlets and cooperative outlets or
food retailers. The most important competitors at the
European level are THE SCOTTS MIRACLE-GRO COM-
PANY, a supplier based in the United States, as well as
BAYER AG. Additionally, there are numerous small and
generally only national and regional suppliers. comP0O
is Europe’s leading provider of premium products in
the field of potting soils, speciality fertilizers, plant care
and plant protection for home and garden. In the Expert
segment, coMPO also occupies a significant position in

Europe.

MORTON
SALT
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curopean salt company
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SALT BUSINESS SEGMENT

In the Salt business segment, the k+s GROUP markets
food grade salt, industrial salt, salt for chemical use and
de-icing salt. k+s is the world’s largest supplier of salt
products. Its annual production capacity totals about 30
million tonnes of salt. The Salt business segment com-
prises the sub-units ESCO — EUROPEAN SALT COMPANY
GMBH & CO. KG (Esco), Hanover, whose activities are
mainly focused on Europe, the 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 sites

in Europe. The annual production capacity of Esco in
Europe is about 8.0 million tonnes of crystallised salt
and 1.7 million tonnes of salt in brine. The Chilean spL
extracts rock salt in Salar Grande de Tarapaca through
cost-effective open-cast mining. The production capacity
there amounts to approximately 6.5 million tonnes per
annum. Moreover, SALINAS 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). The Chilean shipping company EMPRE-
MAR with a fleet of six ships of its own as well as addi-
tional chartered ships providing maritime logistics for
the spL Group, also forms part of the Salt business seg-
ment. MORTON SALT operates six rock salt mines, seven
solar plants and ten plants processing evaporated salt
in the United States, in Canada and on the Bahamas.
The annual production capacity totals about 13 million
tonnes of salt. The Salt business segment is represented
in Europe as well as North America and South America
with its own distribution units and via platform com-
panies of the K+s GROUP.

IMPORTANT PRODUCTS AND SERVICES

The Salt business segment offers its customers food
grade salt, industrial salt, salt for chemical use and de-
icing salt, which all are based on common salt (sodium
chloride). 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 sup-



plied and possible additives. In the food grade salt seg-
ment, the k+s GROUP produces both salt for the food-
stuff industry as well as food grade salt for end users,
to which also premium products such as kosher salt
or low-sodium salt belong. The base products for the
broad range of food grade salts are normally high-purity
evaporated salts, but also rock and sea salts. Through
the takeover of MORTON saLT, the food grade salt
product group has gained considerably in importance
within the k+s Group. With the UMBRELLA GIRL® and
WINDSOR CASTLE® brands, in the consumer business
MORTON SALT has very well positioned brands with a
high level of consumer awareness in the United States
and in Canada. Industrial salts are used by dyeing works,
in the textile industry, in the production of foodstuffs
for animals, 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 element in infusion and dialysis solutions. In the
industrial salts segment too, products such as water-
softening salts are manufactured for end users. Salt for
chemical use is one of the most important raw materi-
als for the chemical industry. In electrolysis plants it is
split into chlorine, caustic soda and hydrogen. It reaches
the end user in the form of, for example, an element of
polyvinylchloride (pvc). Winter road maintenance ser-
vices, public and private road authorities, road mainte-
nance depots and commercial bulk customers procure
de-icing agents from the k+s GROUP. Economy packs for
end users are also available. In addition, MORTON SALT
offers de-icing salts, which through the addition of cal-

cium chloride create more heat in contact with ice and
snow than conventional products, and thus work more
quickly, especially at very low temperatures.

IMPORTANT SALES MARKETS AND COMPETITIVE
POSITIONS

The key sales markets of the Salt business segment in
Europe include Germany, the Benelux countries, France,
Scandinavia, the Iberian peninsula, the Czech Repub-
lic, and Poland, while the United States, Canada, Brazil,
and Chile are key markets on the American continent.
Regionally, the de-icing salt business is strongly depen-
dent on weather conditions. Thanks to its unique net-
work 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 segments, owing to the lim-
ited possibility for substitution in most applications,
the demand situation is relatively stable. While the mar-
ket for salt in Western Europe is comparatively mature
and only exhibits slight growth rates, a trend towards
a stronger increase in demand is being observed in the
emerging market countries. Salt deposits are widely dis-
persed geographically; owing to the relatively high share
of transport costs in the total costs, the markets nor-
mally are regionally limited, based on the location of
the production sites.

The recent years were characterised by a process of
consolidation in this sector. With its purchase of a 38 %
interest in £sco held by the soLvay Group in 2004, its
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acquisition of the Chilean salt producer spL in 2006 as
well as its takeover of MORTON SALT successfully com-
pleted in October 2009, the k+s GrROUP has played an
active role in shaping this process. Esco is Europe’s lead-
ing producer of salt products for the food sector, salts
for chemical and industrial use, and de-icing salts. With
spL, the k+s GrROUP has gained access to the dynam-
ically growing South and Central American markets.
These include major markets such as Brazil, in which
the chemical industry, important for the salt for chem-
ical use business, is growing strongly. 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
K+S GROUP, in terms of production capacity, became the
world’s largest salt producer, with an annual capacity of
about 30 million tonnes.
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COMPLEMENTARY BUSINESS SEGMENTS

In addition to recycling activities, the underground dis-
posal and the reutilisation of waste in potash and rock
salt mines (waste management and recycling) as well
as the granulation of caTsan® at the Salzdetfurth site,
the term “Complementary Business Segments” bundles
further activities of importance to the k+s GrRoup. With
KALI-TRANSPORT GESELLSCHAFT MBH (KTG), Hamburg,
the x+s GROUP possesses its own logistics service pro-
vider. CHEMISCHE FABRIK KALK GMBH (CFK) trades in
different basic chemicals.



IMPORTANT PRODUCTS AND SERVICES

The Waste Management and Recycling business seg-
ment 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 employ-
ing the available infrastructure of active potash and rock
salt mines. The business segment operates two under-
ground storage sites. The waste stored there is isolated
permanently from the biosphere. If necessary, however,
the waste can be removed from storage again in order
to recycle the reusable materials it contains. The salt
deposits used by the k+s GrouUP for waste disposal are
impervious to gas and liquids and are securely sepa-
rated from the layers carrying groundwater. A combi-
nation of geological and artificial barriers ensures the
highest possible degree of safety. Additionally, the k+s
GROUP operates five underground plants for the reutili-
sation of waste underground. Officially approved waste
is used here to fill caverns. Flue gas cleaning residues, for
example, are suitable for underground reutilization. For
the secondary aluminium industry, the business seg-
ment offers smelting salts and the recycling of salt slags.

With kTG in Hamburg and its subsidiaries, the x+s
GROUP has, in addition to the Chilean shipping com-
pany EMPREMAR, which is assigned to the Salt business
segment, a further logistics service provider of its own.
The operation of the “Kalikai” in Hamburg, with a stor-
age capacity of about 400,000 tonnes one of Europe’s
largest transshipment facilities for bulk goods, is KTG's
core business and of strategic importance for the Pot-
ash and Magnesium Products business segment at the

same time. The k+s GROUP’s container business is also
directed from Hamburg, including pre-shipment 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 e.g.
the well-known animal hygiene product carsan® for
MARS GMBH.

CFK's product range comprises a selection of basic chem-
icals. They include caustic soda, nitric acid, sodium car-
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 segment are located in Western and Cen-
tral Europe. Moreover, the Eastern European countries,
primarily Poland and the Baltic states, offer potential
as the demand for Eu-compliant underground waste
management solutions for waste will increase there.
The market for underground disposal is very competi-
tive, but the k+s GrouP offers added value for the cus-
tomer with its full-service solutions. In the case of recy-
cling salt slag from the secondary aluminium industry
too, the k+s GROUP is a leading provider in Germany
and in the rest of Europe. cFX’s customers include many
well-known European chemical companies, glassworks,

metal processing businesses, detergent producers and
breweries as well as cities and local authorities, which
use calcium chloride or magnesium chloride for winter
road maintenance services.

KEY SITES

At the end of 2010, the k+s GROUP employed a good
15,200 people in Germany and abroad. Table 4.1.1 pro-
vides an overview of the most important k+s Group
sites and the number of staff employed by them at the
end of 2010. /TAB: 4.1.1

INFORMATION ABOUT RAW MATERIAL

DEPOSITS

An overview of our raw material deposits and reserves
can be found in the ‘Further Information’ section on
pages 218 et seqq.

MANAGEMENT AND CONTROL

DECLARATION OF COMPLIANCE

The declaration pursuant to Sec. 161 of the German Stock
Corporation Act (AktG), the description of how the Board
of Executive Directors and the Supervisory Board func-
tion, as well as the composition and procedures of the
committees and further information regarding manage-
ment practices can be found in the declaration of com-
pliance in the ‘Corporate Governance’ section on pages
21 et seqq. This declaration of compliance also consti-



tutes an integral part of the Management Report of k+s
AKTIENGESELLSCHAFT.

BASIC FEATURES OF THE REMUNERATION
SYSTEM

The information to be disclosed in accordance with Sec.
315 Para. 2 No. 4 of the German Commercial Code (HGB)
and Code Item 4.2.4, 4.2.5 and 5.4.6 Para. 3 of the Ger-
man Corporate Governance Code is contained in the
Remuneration Report included in the ‘Corporate Gover-
nance’ section on pages 31 et seqq.; the Remuneration
Report constitutes an integral part of the Group Man-
agement Report.

PARTICIPANTS IN AND TERMS OF PROGRAMMES
WITH A LONG-TERM INCENTIVE CHARACTER
Between 1999 and 2009, k+s has made it possible for
the Board of Executive Directors and the management
to participate in a virtual stock option programme. In
2009, a total of 308 people were entitled to this at x+s
(see Financial Report 2009). You can find a more detailed
description of the programme, whose structure is iden-
tical for the Board of Executive Directors and for the
remaining participants in the option programme, in the
Remuneration Report on pages 31 et seqq.

Against the background of the statutory provisions
amended by the German Act on the Appropriateness
of Management Board Remuneration and the amended
recommendations of the German Corporate Governance
Code on the form of management board remuneration, a
change in the variable component of remuneration with
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IMPORTANT SITES OF THE K+S GROUP TAB: 4.1.1
Business Segments Employees (FTE)!

K+S sites in Kassel, Germany
(K+S AG/K+S KALI/K+S Entsorgung/IT Services) 639
Kaliverbundwerk Werra, Germany
(Heringen /Merkers /Philippsthal /Unterbreizbach) Potash and Magnesium Products 4,240
Zielitz potash plant, Germany Potash and Magnesium Products 1,733
Sigmundshall potash plant, Germany Potash and Magnesium Products 776
Neuhof-Ellers potash plant, Germany Potash and Magnesium Products 729
Bergmannssegen-Hugo potash plant, Germany Potash and Magnesium Products 138
COMPO headquarters, Miinster, Germany Nitrogen Fertilizers 297
COMPO plant, Krefeld, Germany Nitrogen Fertilizers 184
COMPO France S.A'S, Roche-Lez-Beaupré, France Nitrogen Fertilizers 72
K+S Nitrogen, Mannheim, Germany Nitrogen Fertilizers 81
Peat and humus plant, Gnarrenburg, Germany Nitrogen Fertilizers 64
Bernburg salt mine, Germany Salt 441
Borth salt mine, Germany Salt 310
Salina Diamante Branco sea salt facility, Brazil Salt 244
Empremar shipping company, Santiago de Chile, Chile Salt 242
Rittman evaporated salt facility, USA Salt 239
Ojibway salt mine, Canada Salt 221
Pugwash salt mine, Canada Salt 208
Grand Saline salt mine, USA Salt 208
Morton Salt headquarters, Chicago, USA Salt 215
Fairport salt mine, USA Salt 168
SPL open-cast mining operations, Atacama Desert /Patillos, Chile Salt 182
Braunschweig-Liineburg salt mine, Germany Salt 181
Weeks Island salt mine, USA Salt 166
Hutchinson evaporated salt facility, USA Salt 162
Silver Springs evaporated salt facility, USA Salt 159
Mine Seleine salt mine, Canada Salt 146
Grantsville sea salt facility, USA Salt 145
Inagua sea salt facility, Bahamas Salt 139
SPL headquarters, Santiago de Chile, Chile Salt 130

1 FTE = Full-time equivalents; part-time positions are weighted in accordance with their respective share of working hours; including trainees.



IMPORTANT SITES OF THE K+S GROUP (CONTINUED) TAB: 4.1.1
Business Segments Employees (FTE)!

Manistee evaporated salt facility, USA Salt 117
Windsor evaporated salt facility, Canada Salt 93
esco headquarters, Hanover, Germany Salt 81
ISCO distribution company, Clarks Summit, USA Salt 80
Newark evaporated salt and sea salt facility, USA Salt 75
Frisia Zout BV. brine plant, Harlingen, The Netherlands Salt 73
Port Canaveral processing site, USA Salt 58
Lindbergh brine plant, Canada Salt 49
Canadian Salt headquarters, Montreal, Canada Salt 41
Glendale evaporated salt facility, USA Salt 33
Granulation of animal hygiene products, Bad Salzdetfurth, Germany Complementary Business Segments 116
KTG, Hamburg, Germany Complementary Business Segments 116

1 FTE = Full-time equivalents; part-time positions are weighted in accordance with their respective share of working hours; including trainees.

a long-term incentive effect (so-called “Long-term Incen-
tive” (LTI)) became necessary. A variable remuneration
component based on key figures was therefore intro-
duced starting from 2010. This is based on a calculation
of several years in terms of the contributions to value
achieved. In 2010, a total of 406 people working for K +s
were eligible to participate. You can find a more detailed
description of the programme, which is identical for the
Board of Executive Directors and for the remaining par-
ticipants,in the Remuneration Report on pages 31 et seqq.

LEGAL AND ECONOMIC INFLUENCING FACTORS

The x+s GROUP must observe numerous national and
international laws and legal directives: Alongside the

general legal regulations, mining and environmental law
(e.g. water law, waste law, air pollution law, soil protec-
tion law etc.) as well as work and health safety law are of
particular relevance to us. The securing of existing min-
ing rights as well as the acquisition of new mining rights
are of fundamental importance for the k+s GRoOUP, too.

In the case of economic influencing factors relevant to
the x+s GrROUP, collective wage bargaining agreements
in Germany and North America are particularly impor-
tant as about 67 % of our workforce is employed in Ger-
many and, since the takeover of MORTON SALT, about
20% work in North America and personnel expenses
constitute a main cost item for the k+s GrouP. Over the
past few years, we have been able to enhance our capac-
ity to react to earnings developments both by means of

flexible working hour models and variable salary com-
ponents. The latter are e.g. linked to company success.
Transport, energy and raw material costs as well as the
development of the us dollar exchange rate also have a
great impact on the economic success of the K+s GROUP.

/ THE MACROECONOMIC ENVIRONMENT as well as its impact
on K+S are described on pages 101 et seqq.

INFORMATION UNDER SEC. 315 PARA. 4
GERMAN COMMERCIAL CODE (HGB)

ITEM 1: COMPOSITION OF SUBSCRIBED CAPITAL
The share capital amounts to € 191.4 million and is
divided into 191,400,000 shares. The shares of the Com-
pany are no-par value bearer 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%

According to a notification in accordance with Sec. 21
of the German Securities Trading Act (WpHG), the
MERITUS TRUST COMPANY LIMITED, Bermuda, owns
just under 15 % of the shares via EUROCHEM GROUP SE
and its attributable subsidiaries. MERITUS manages the



industrial shareholdings of Andrey Melnichenko on a
fiduciary basis. BASF s, Ludwigshafen, continues to hold
just over 10 % of our shares.

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 Arti-
cles of Association, the Board of Executive Directors
of K+S AKTIENGESELLSCHAFT comprises at least two
members. The number of members is determined by the
Supervisory Board. The Supervisory Board can appoint a
member of the Board of Executive Directors chairman of
the Board of Executive Directors. The Supervisory Board
can rescind the appointment of a member of Board of

Executive Directors or the appointment of chairman of
the Board of Executive Directors for good cause.

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

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

The Board of Executive Directors is authorised, with the
approval of the Supervisory Board, to increase the share
capital of K+S AKTIENGESELLSCHAFT On one or more
occasions until 9 May 2011 against cash or in-kind con-
tributions and by up to no more than € 56,100,000.00
in the aggregate through the issuance of no more than
56,100,000 new no-par value bearer shares (Authorised
Capital). Existing shareholders essentially hold subscrip-
tion rights in respect of such increase. The Board of Exec-
utive Directors may, with the approval of the Supervi-
sory Board, exclude statutory subscription rights in the
case of capital increases against cash contributions, if
the capital increase does not exceed 10% of the share
capital and the issue price of the newly created shares is
not significantly lower than the relevant exchange price.
In the case of capital increases against in-kind contribu-
tions, if the new shares are to be used for the acquisition
of a company or an equity interest in a company, the
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Board of Executive Directors may, with the approval of
the Supervisory Board, exclude the statutory subscrip-
tion rights of shareholders by a total of up to € 41.25 mil-
lion of the subscribed share capital. Furthermore, the
Board of Executive Directors may, with the approval of
the Supervisory Board, exclude the statutory subscrip-
tion rights of shareholders with respect to fractional
amounts arising from the subscription rights.

PURCHASE AND USE OF OWN SHARES

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



86

4.1 GROUP STRUCTURE AND BUSINESS OPERATIONS

The Board of Executive Directors is furthermore autho-
rised, with the approval of the Supervisory Board, to dis-
pose 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 follow-

ing cases, the shares may also be disposed of by other

means and with the subscription rights of the share-
holders excluded:

+ Disposal against consideration comprising payment
of a cash sum that does not significantly undercut the
relevant 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 the
authorisation of 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 the exercising of 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 propor-
tionate amount of the share capital corresponding to
those shares that are issued in connection with a capital
increase from authorised capital or of conditional capi-
tal excluding subscription rights while this authorisa-
tion 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
cancellation. The shares have to be cancelled in accor-
dance with Sec. 237 Para. 3 No. 3 AktG without capital
decrease in such a way that, as a result of the cancel-
lation, the proportion 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.

ITEM 8: SIGNIFICANT AGREEMENTS THAT

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

In 2010, K+5s concluded a syndicated credit line in the
amount of € 800 million. All bank advances made within
the framework of the credit line will become due and
payable immediately and the entire credit line become
redeemable in accordance with the conditions set out
in these agreements if one person acting alone or more
persons acting in concert acquire control over K+s
AKTIENGESELLSCHAFT. Moreover, in 2009, k+s issued
a bond in the amount of € 750 million. In the event of
a change of control, the bond holders have the right to
terminate debentures that have not yet been redeemed.

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 the K+S AKTIENGESELL-
SCHAFT and are explained in detail in the Remunera-
tion Report on page 35. The stock option programme for
the Board of Executive Directors and for senior man-
agement, for the last time granted in 2009, provides for
a special time window for the exercise of all still out-
standing 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 man-
agement, is also explained in the Remuneration Report
(see page 31). The programme with a long-term incentive
effect (LT1), introduced since 2010 for the Board of Execu-
tive Directors and for senior management, does not pro-
vide for any compensation agreements.

EXPLANATORY REPORT OF THE BOARD OF
EXECUTIVE DIRECTORS ON THE INFORMA-
TION IN ACCORDANCE WITH SEC. 289
PARA. 4 AND SEC. 315 PARA. 4 GERMAN
COMMERCIAL CODE (HGB)

As the information provided for items 1to 6 of Sec. 289
Para. 4 and Sec. 315 Para. 4 HGB in the Management
Report of K+S AKTIENGESELLSCHAFT and in the Group
Management Report (pages 84 et seqq.) speaks for itself,



we limit ourselves here to providing the following expla-
nations in accordance with Sec. 176 Para. 1 Sent. 1 AktG:

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

+ As a result of the possibility granted to the Board of
Executive Directors until 9 May 2011, with the approval
of the Supervisory Board, to implement a capital
increase with a limited exclusion of subscription rights
(Authorised Capital), the Company gains a widespread
tool with whose help opportunities to carry out acqui-
sitions can be exploited quickly and flexibly. The Board
of Executive Directors may only make use of this possi-
bility if the value of the new shares is proportionate to
the value of the corresponding consideration.

+ The other authorisation granted by the Annual Gen-
eral Meeting to the Board of Executive Directors to
purchase shares of the Company to a limited extent is
also a common instrument available in many compa-
nies. By being able to resell own shares, the Company
is in a position to, for example, gain long-term inves-
tors in Germany and abroad or to finance acquisitions
flexibly. The further existing possibility of cancelling
own shares is also a common alternative use that lies
in the interests 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

The provisions that credit agreements and bond con-
ditions contain for the event of a change of control are
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customary for comparable transactions and reasonable
from the perspective of protecting the legitimate inter-
ests 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

The existing compensation agreements with the mem-
bers of the Board of Executive Directors and the spe-
cial time window of exercise governed by the share
option programme for the Board of Executive Directors
and senior management, which was for the last time
granted in 2009, that would apply in the event of a take-
over bid take into appropriate consideration both the
legitimate interests of those concerned and of the Com-
pany and its shareholders.

4.2 CORPORATE STRATEGY AND
ENTERPRISE MANAGEMENT

VISION AND MISSION

Our vision and mission provide the framework for
today’s activities and for the strategic orientation of the
Group and shall bring the basis for our thinking and
actions closer to our employees, shareholders, lenders,
customers, suppliers and the public.

/ OUR VISION AND MISSION can be found on page 3 of this
Financial Report, while further information is also available in the
Corporate /Sustainability Report.
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CORPORATE STRATEGY AND STRATEGIC
DIRECTION OF THE BUSINESS SECTORS

DIFFERENTIATION AND SUSTAINABLE MARGIN
GROWTH THROUGH SPECIALISATION

The x+s GROUP aims to consolidate and expand market
positions in its core business sectors, in particular through
the increased marketing of speciality products. The refine-
ment strategy makes it possible to achieve more attrac-
tive margins in the Fertilizer and Salt business sectors.

INCREASING EFFICIENCY AND EXPLOITING
SYNERGIES

In respect of the most important competitors in the
main sales markets in the fertilizer and salt businesses,
the cost position is a key success factor. In addition to
consistently pursuing cost-cutting and flexibilisation ini-
tiatives throughout the whole process chain, there is a
special 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 segments 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 THE BALANCED REGIONAL
PORTFOLIO

Worldwide, both fertilizer and salt markets are charac-
terised by seasonal and regional fluctuations in demand.
The strategy of the k+s GrRoUP is aimed at a balanced
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regional portfolio, which makes a balance of weather-
related fluctuations and a cushioning of cyclical market
trends possible. Additionally, the fertilizer business and
the salt business, which is less dependent on the eco-
nomic cycle, also complement each other during tem-
porary economic crises.

In the fertilizer sector, a balanced market presence in
the important agricultural markets of Europe, South
America and Asia makes the equalisation of seasonal
fluctuations between the northern and southern hemi-
spheres as well as a reduction of the impact of economic
trends on regional demand possible. Expanding the mar-
ket presence in important overseas markets and tap-
ping into new attractive sales markets in future growth
regions therefore continue to be pursued.

Local production is a decisive factor in the opening up of
new markets in the salt business, which is strongly vol-
ume-driven. In the Salt business segment, the improve-
ment in the earnings profile as a result of the reduction
in dependence on the regional volatility of the de-icing
salt business was an important driver of our acquisi-
tions in South and North America (SPL and MORTON
SALT), which make an important contribution to com-
pensating for the fluctuating winter season in Europe.

SETTING STANDARDS FOR QUALITY, RELIABILITY
AND SERVICE

The goal of the x+s GROUP is to be our customers’ pre-
ferred partner in the market. High product quality and
reliability are decisive preconditions for this.In addition

to the specialisation strategy, better and innovative ser-
vices are promoted, where these create value. Particu-
larly in the fertilizer area, individual advice to custom-
ers enables to identify needs-based solutions and thus
to strengthen customer loyalty. With our offers such as
electronic order processing or supplier-managed stock in
the European de-icing salt business, we strive to set new
standards in the market.

STRATEGIC DIRECTION OF THE BUSINESS
SECTORS

With the Fertilizer and Salt business sectors, the x+s
GROUP has two synergetically related business sectors
with attractive growth prospects at their disposal which
complement each other.

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

Thus, the purchase of poTasH ONE, which will result in
an expansion of the potash capacities and to an exten-
sion of the average useful life of our mines, is charac-
teristic of our two-pillar strategy. This pursues the goal
of focussing management and financial resources in
future particularly on the Potash and Magnesium Prod-
ucts and Salt business segments. Against this backdrop,
last year, we also announced that we would consider
the sale of compo and have consequently commenced
a carve-out process.

/ FURTHER INFORMATION ABOUT THE ACQUISITION
OF POTASH ONE can be found in the ‘Subsequent Events’ section
on page 145.

POTASH AND MAGNESIUM PRODUCTS

The future strategic fields of action arising for the Potash
and Magnesium Products business segment are shown
in Figure 4.2.1. / FIG: 4.2.1

SALT
The future strategic fields of action arising for the Salt
business segment are shown in Figure 4.2.2. / FIG: 4.2.2

STRATEGIC GROUP STRUCTURE

As regards the shaping of the Group structure in terms
of company law, in addition to the presentation of our
business segment structure, the question of optimising
internal Group financing and of tax optimisation are
the main focuses.

/ INFORMATION ABOUT THE FUTURE DIRECTION OF THE
GROUP can be found in our Forecast Report on pages 145 et seq.

STRATEGIC FINANCING MEASURES

Essentially we pursue the following goals with the

financial measures that we have adopted:

+ Ensuring a balanced capital structure

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

+ Optimisation of costs through capital procurement
on sustainably favourable terms

/ INFORMATION ABOUT THE GOALS OF FINANCIAL
MANAGEMENT can be found in the ‘Financial Position’ section
on pages 114 et seq.
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STRATEGY POTASH AND MAGNESIUM PRODUCTS FIG:421  Furthermore, in the year under review, we switched

the financing of the seasonal financial requirements
Strategic focus

of MORTON SALT and 1sco in the American salt busi-

+ Global development of new low-cost ness from external bank loans to internal Group sources.
production facilities We have thus achieved the goal of optimising costs by
Growth + Expansion of existing high-margin product segments L . . .
P e B avoiding margin losses in the case of simultaneously
customers investing and borrowing money:.
f/\ztr'gf:;'srnozihes * :;fe't)ir;g'cgohr;:;:f” niches through differentiated / MORE INFORMATION ABOUT FUTURE FINANCING
MEASURES can be found in our Forecast Report on page 154.
Optimisation of Current + Optimal resource utilisation by constantly
Production Structures optimising the existing production system
ENTERPRISE MANAGEMENT
INTERNAL CORPORATE MANAGEMENT SYSTEM
STRATEGY SALT FG.422  The business segments and holding units of the x+s

GROUP work together in a matrix organisation; the
Strategic focus

interests of the Group are always at the forefront. The

matrix organisation supports the following goals:

+ Entry into new regional markets + optimal use of opportunities and achievement of syn-

Growth + Expansion of existing high-margin product segments . . e . .
2 2 2 e ergies along with a limitation of risks in the best way
possible,

Optimisation of + Strengthening of position in existing and adjacent + optimal use of know-how available across the Group
Market Approaches markets . .

+ Optimal resource utilisation by constantly ( knowledge management )
Optimisation of optimising the current structures as well as the
Current Structures existing international network

The k+s GROUP's internal corporate management sys-

tem mainly comprises the following components:

+ regular meetings of the Board of Executive Directors
held at two-week intervals,

Within the framework of this objective, we optimised cated credit line with more favourable terms as wellas ~ + monthly rolling forecast of earnings and liquidity for

the maturity profile of the financing instruments of the extension of the term from April 2012 to July 2015. the current financial year as well as for the two sub-
the k+s GrROUP in financial year 2010. This involved the ~ / AN OVERVIEW OF THE MATURITY PROFILE can be found on sequent years,
aggregation of two revolving credit lines to one syndi- ~ Pase 143 + monthly reports of the business segments,



+ quarterly management dialogue between the Board
of Executive Directors and the heads of the Potash
and Magnesium Products, Nitrogen Fertilizers and
Salt business segments,

+ commissions for capital expenditure, acquisitions/
divestitures and personnel as well as groupwide com-
mittees such as the compliance committee, 1T com-
mittee, marketing forum, committee for safety, health
and environmental protection, etc. and

+ risk and opportunity management.

The k+s GROUP is managed through regular discussions
between the Board of Executive Directors and the heads
of business segments. In doing so, the corporate strategy
is discussed and it is decided how it will be systemati-
cally implemented within the framework of annual and
medium-term planning. To this end, targets are agreed
between the Board of Executive Directors and the heads
of business segments . The business segments report on
a monthly basis about the development of key external
early indicators and about internal corporate variables.
The monitoring of a wide variety of external early indi-
cators, such as the estimation of the market potential,
forms the basis for our operating policy decisions, so that
we can exploit our opportunities and prevent possible
undesirable developments. As regards internal corporate
variables, the focus is on commentation on current trends
and target variances with respect to production, sales vol-
umes, revenues, costs, earnings, personnel, capital expen-
diture as well as other financial indicators. On the basis
of monthly rolling forecasts, information is provided on

the development of the projected earnings figures of the
current year. The goal is to analyse changes in the most
important income and cost elements of the income state-
ment compared both with the estimate made in the pre-
ceding month and with the plan in order to introduce
corrective measures, if necessary. The development of
liquidity is also shown by means of a monthly extrapo-
lated cash flow statement. The basis for information is
an electronic management information system (Mm1s).

Communication between the Board of Executive Direc-
tors and the heads of the Potash and Magnesium Prod-
ucts, Nitrogen Fertilizers and Salt business segments
is institutionalised within the framework of quarterly
management dialogues. At each of the four events, an
overview of the respective current market situation and
the rolling forecast is provided. Furthermore, the main
focuses of goal achievement and strategy are also estab-
lished during the course of the year.

To support the management, at regular intervals, group-
wide committees discuss topics concerning, among oth-
ers, personnel, compliance, information technology and
marketing. Special commissions have been established
for the auditing, assessment and approval of capital
expenditure and acquisitions /divestitures; the assess-
ment of projects is normally based on the discounted
cash flow method. Finally, within the framework of
acquisitions, special teams are formed in order to cre-
ate the organisational prerequisites for rapid and effec-
tive integration.

The permanent integration of all corporate sectors into
the internal corporate management system which com-
prises the internal risk and opportunity management
ensures short response times to changes in all areas and
at all decision-making levels within the x+s GrRoUP. In
the event of significant changes of relevance to earnings
within an area under examination, this is immediately
reported to the senior management and to the Board of
Executive Directors.

VALUE REPORTING

K+s pursues a policy of value-oriented reporting. We
regard value reporting as a structured and regular form
of reporting to the capital market, which makes it eas-
ier for providers of capital to determine the Company’s
value adequately. The focus is on the clear communi-
cation of our goals and their achievement. A compre-
hensive presentation of the tools used for capital mar-
ket reporting can be found under ‘Transparency’ of the
chapter ‘Corporate Governance’ on pages 26 et seq. Our
financial targets and the performance indicators of the
K+S GROUP can be found on pages 91 et seq.

COMPUTATION OF THE COST OF CAPITAL

The weighted average cost of capital rate for the x+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 2010, this was 3.0 % (previous year: 4.2 %).
The risk premium has been computed using the empir-
ical mean for the market risk premium of 4.5 % (previ-
ous year: 4.5%) and the longer-term-adjusted beta fac-
tor of 1.01 (previous year: 0.99) applicable to k+s in rela-
tion to the Msc1 EUROPE benchmark index. This means
that a contributor of equity would be entitled to a yield
of 7.6 % (previous year: 8.7%). At the start of November
2010, the market value of the equity amounted to about
€ 10.0 billion (previous year: € 7.6 billion) and is derived
from the price of the k+s share on that reporting date (€
52.26) multiplied by the number of shares issued (191.40
million shares).

The average interest on debt before taxes amounts
to 4.0% (previous year: 4.4 %) and is derived from the
weighted average for the risk-free interest rate plus the
credit risk supplement for the BBB/Baaz rating of the
financial liabilities of k+s as well as the interest on pen-
sion and mining provisions. After taking into account
the adjusted corporate tax ratio of 26.2 %, this results in
an average cost of debt after taxes of about 2.9 % (previ-
ous year: 3.3 %).

At the start of November 2010, the time the impairment
test was carried out, interest-bearing debt amounted
to € 1.5 billion, which was the aggregate of the market
value of the financial liabilities as well as the present
values of the pension provisions and of the provisions
for mining obligations. Total capital was accordingly
about € 11.5 billion, of which about 87% was attribut-
able to equity valuated at market prices.

In total, this results in a weighted average cost of capital
rate after taxes for the x+s GRouP of about 7.0 % (previ-
ous year: 7.6 %) and a corresponding cost of capital rate
before taxes of 9.5% (previous year: 9.9 %).

FINANCIAL TARGETS

The focus of financial targets is on achieving a sustain-
able increase in the enterprise value of the K+s GROUP.
Management of the activities of our segments is car-
ried out on the basis of the operating earnings EBIT I.
In our opinion, this is the appropriate earnings variable
for describing the earnings capacity of the x+s GROUP.
The most important financial target is to create value
added, i.e. we sustainably want to earn a premium on
our cost of capital. We use performance indicators such
as return on capital employed (rROCE), value added as
well as return on investment (ro1) to review these tar-
gets. /FIG:4.2.3

/ THE COMPARISON OF THE ACTUAL WITH THE FORECAST
COURSE OF BUSINESS on pages 106 et seqg. includes the perfor-
mance indicators EBIT 1 and EBITDA.
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An additional important variable is earnings before
interest, taxes, depreciation and amortisation (EBITDA).
It forms the basis for determining the level of indebt-
edness, which, among others, is a target variable of the
capital structure. As the EBITDA is not affected by write-
downs 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 in future be more important in assessing
the operating earnings capacity.

/ THE TARGET VALUES FOR THE KEY INDICATORS FOR THE

MANAGEMENT OF THE CAPITAL STRUCTURE and their actual-
ly achieved values can be found on page 114.

It is our goal that the rRocE of the k+s GrROUP should
reach a value of at least 12 %. In the year under review, a
ROCE of 20.9 % was achieved; this return is higher than
the figure for the previous year (9.3 %), and was thus
far above the target value. The value added of the k+s
GROUP in the 2010 financial year was € 397.0 million.
The higher earnings contributions of all business seg-
ments are decisive for the significant increase in both
key indicators.

/ DEFINITIONS OF THE KEY INDICATORS USED here can be
found on page 221.

Acquired companies should achieve a ror of at least
10 % In the third year after acquisition. Already in the
first year after acquisition, the acquisition of MORTON
SALT achieved a RO1 of 8.7 %, although the North Ameri-
can de-icing salt market was characterised by below-



FINANCIAL PERFORMANCE INDICATORS OF THE K+S

GROUP FIG:4.2.3

Financial Performance Indicators

|

\) 2 1
ROCE Value Added ROI
PERFORMANCE INDICATORS OF THE K+S GROUP TAB: 4.2.1
2010 2009 2008 2007 2006
in%
ROCE 20.9 9.3 64.0 155 17.4
Weighted average cost of capital before taxes 9.5 9.9 10.4 10.7 9.6
Value Added in € million 397.0 (16.2) 1,1245 88.3 125.5
Return on equity 187 8.4 68.6 16.1 17.7°
Return on total investment 147 6.9 44.9 11.0 123

1 The return on equity given refers to the adjusted Group earnings without non-recurrent deferred tax income of € 41.9 million.

average wintry weather conditions, the result was neg-
atively impacted by write-downs on valuations to be
made within the framework of purchase price alloca-
tion and potential synergies were not yet fully realised.

In considering financial ratios, we also attach impor-
tance to a high return on equity and total investment.
At18.7% and 14.7 %, these yield ratios were significantly
better than in the previous year (8.4% and 6.9%) and
again achieved a good level. / TAB: 4.2.1

/ FURTHER RATIOS FOR CAPITAL STRUCTURE
MANAGEMENT, the definition of their respective target ranges,

and an analysis of the extent to which they met their targets
can be found on page 114.

NON-FINANCIAL TARGETS AND SUSTAINABLE
PERFORMANCE INDICATORS

A comprehensive presentation of non-financial key
indicators can be found in our Corporate/Sustainabil-
ity Report.

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

As of 31 December 2010, the K+s GROUP employed a total
of 15,241 people. Compared with 31 December 2009 (15,208
employees), the number thus remained, as expected,
almost unchanged. While the number of employees
in the Nitrogen Fertilizers and Salt business segments
each declined slightly, the Potash and Magnesium Prod-
ucts business segment started to increase its workforce
in order to again achieve the full utilisation of annual
capacity. Additionally, the personnel needs of the Pot-
ash and Magnesium Products business segment and of
the holding companies increased due to greater activity
in the sphere of environmental protection. Furthermore,
the 1T integration of MORTON SALT required an increase
in the number of employees in K+S IT-SERVICES GMBH,
which is one of the holding companies.

In terms of averages, a significant increase in the num-
ber of employees can be seen. In the year under review,
an average of 15,168 people were employed at K+S (2009:
13,044). The increase, which was as well expected, is
mainly due to the inclusion for the whole year of the
employees of MORTON SALT, who were integrated into



EMPLOYEES BY BUSINESS SEGMENT TAB: 4.3.1
2010 2009 %
in Full-time Equivalents (FTE) as of 31. December?
Potash and Magnesium Products 7,900 7,818 +1.0
Nitrogen Fertilizers 1,226 1,249 (1.8)
Salt 5,235 5,279 (0.8)
Complementary Business Segments 280 278 +0.7
Holding units 600 584 +2.7
K+S Group 15,241 15,208 +0.2
1 FTE: Full-time equivalents; part-time positions are weighted in accordance with their respective share of working hours.
EMPLOYEES BY REGION AS OF 31 DECEMBER 2010 FIG: 4.3.1
2010 2009
3 in %
1 Germany 67.9 67.1
1 -
2 \ 2 Rest of Europe 5.6 6.2
3 Overseas 26.5 26.7

the k+s GrouUP as of 1 October 2009 and thus influenced
the average of the previous year only for one fourth of
the year.

PERSONNEL EXPENSES

In 2010, the personal expenses of the K+S GROUP were
€ 1,019.3 million and therefore significantly above the
level of the previous year (2009: € 756.4 million), accord-
ing to expectations. The increase is attributable in par-

ticular to the first-time inclusion of MORTON SALT for
the whole year, higher performance-related remunera-
tion due to the improved earnings, collective agreement
pay increases and the cessation of short-time allowance
which was included in the previous year. Without the
provision effects, pure personnel costs rose by € 261.6
million or 34 % to € 1,026.8 million compared with the
previous year for the same reasons. A total of € 199.8 mil-
lion was attributable to the inclusion of MORTON SALT
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for the whole year, € 149.6 million to the consolidation
effect in the first nine months. In the previous year, the
share of variable remuneration in personnel expenses
accounted for € 95.3 million or a good 9% (2009: € 60.2
million or just under 8 %).

/ A COMPREHENSIVE VALUE ADDED STATEMENT can be
found in our Corporate /Sustainability Report on page 83.

In 2010, we paid a total of € 826.7 million in wages and
salaries (+39%) and € 166.4 million in social security
contributions (+14 %). The expenditure on company
pensions amounted to € 26.2 million in the year under
review and was thus € 9.3 million above the level of
the previous year; € 17.6 million were accounted for by
MORTON SALT.

In the year under review, personnel expenses per
employee amounted to € 67,205 (previous year: € 57,989)
and therefore increased by about 16 %; this increase is
attributable in particular to the inclusion of MORTON
saLT for the first time, higher performance-related
remuneration as a result of the improved result, collec-
tive agreement pay increases and the cessation of short-
term allowances.

REGIONAL DISTRIBUTION, AGE STRUCTURE

AND TURNOVER

As a result of the increasing internationalisation of the
K+S GROUP since 2006, a third of employees are now
located outside Germany and more than a quarter out-
side Europe. / FIG: 4.3.1



A comparatively long length of service with the Com-
pany and a low turnover underscore the attractiveness
of k+s as an employer. Thus, at 4 %, the turnover rate
was at the low level of the previous year. In relation
to the total workforce, the turnover based on employ-
ees handing in one’s own notice of termination even
amounted to only 1%. As is the case with many other
German industrial companies, our age structure is
becoming concentrated in the 41 to 50 years age group;

the average age of the x+s employees was unchanged
at about 43 years (2009: 43 years). / FIG: 4.3.2

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 involves the transfer of knowledge to younger
employees and thus the methodical training of the next
generation. This is an area in which we are already sys-

AGE STRUCTURE FIG: 4.3.2
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TRAINING FIGURES TAB: 4.3.2
2010 2009 2008 2007 2006
Total trainees (number) 647 642 615 614 620
German training ratio (%) 6.2 6.3 6.0 6.1 6.2
Training expenditure (€ million) 14.8 135 126 11.6 11.0

tematically laying the groundwork for tomorrow’s
growth. In 2010, 168 young people began vocational
training with us in 15 professions at 15 K+s GROUP sites.
As at 31 December 2010, we employed a total of 647 train-
ees, an increase of five trainees in comparison with the
previous year. The German sites accounted for 645 of
these trainees. At 6.2 %, the training ratio at the Ger-
man companies was on the high level of the previous
year. The training that we provide, which is planned for
the long term and geared to needs, ensures the neces-
sary availability of future employees in industrial, min-
ing, commercial, chemical, 1T and logistics occupations.
On such training, in 2010, we spent about € 11.8 million
in personnel expenses as well as € 3.0 million in mate-
rials costs (2009: personnel costs: € 10.5 million; materi-
als costs: € 3.0 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: 4.3.2

PERSONNEL DEVELOPMENT

The aim of our personnel development is, in future too,
to continue to fill specialist and managerial positions
primarily from our own ranks. Against the backdrop
of the upcoming age-related loss of staff and the addi-
tional need for personnel due to the future growth of
the k+s GROUP, enough qualified new employees must
be gained and, in due time, prepared for growing and
changing job requirements. We therefore regard person-
nel development as an investment in our employees and
thus in the future of the K+s GROUP.

/ FURTHER INFORMATION ABOUT OUR EMPLOYEES can be
found in the Corporate /Sustainability Report.



ADVANCED EDUCATION FIGURES' TAB: 4.3.3
2010 2009 2008 2007 2006

Participants in advanced education measures 8,353 6,977 5,550 4,652 3,762
Advanced education expenditure in € million 8.6 6.3 4.4 3.8 34
Expenditure per participant in € 831 616 430 377 345

1 Data relates exclusively to Germany.

The costs for personnel development in Germany
amounted to about € 12.3 million (2009: € 9.7 million).
Of this, € 8.6 million was attributable to further training
measures (2009: € 6.3 million), € 3.6 million to advanced
education measures (2009: € 3.3 million) and € 0.1 million
to activities in the area of personnel marketing (2009:
€ 0.1 million).

Personnel development also plays an important role at
our foreign sites. For example, work safety, health and
the environment are issues that are important focuses
of training at MORTON SALT.

ADVANCED EDUCATION

The provision of advanced education to our employees
is becoming increasingly important because of 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 GROUP
also offers occupation-specific, occupation-transcending,
as well as IT and language training. Employees receive
direct support for new and complex tasks by means of

process-accompanying training measures. In the annual
or employee interviews, employees and their superiors
jointly determine the advanced education requirements.
In 2010, the number of participations in advanced educa-
tion measures of our employees in Germany increased
significantly to 8,353 (2009: 6,977). We invested about
€ 8.6 million in this (previous year: € 6.3 million), equiv-
alent to € 831 per employee in Germany (previous year:
€ 616). Both the number and quality of the training ses-
sions in the areas of management, specialist and meth-
odologicaly competence were further increased. In addi-
tion, compliance workshops were offered for the first
time in the second half of the year. Employees who work
underground increasingly gained qualifications in hand-
ling large-scale equipment. In order to meet the chal-
lenges of increasing internationalisation, an important
focus of further education was on foreign languages
once again. / TAB: 4.3.3

FURTHER TRAINING
We provide promising employees from technical, mining
and production areas with further training to become
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a technician or a more advanced qualification bringing
with it the prospect of a management career. Our main
partner is the Technical College for Economy and Tech-
nology (Fachschule fur Wirtschaft und Technik —rwT) in
Clausthal-Zellerfeld. At present, 8o employees are com-
pleting the second year of their technical training.

PERSONNEL MARKETING

Personnel marketing comprises measures for promot-
ing the image of x+s as an attractive employer, trainee
marketing and university marketing. In 2010, we pre-
sented ourselves at eleven university careers fairs and
developed contacts to university-level institutions with
a focus on mining and technology.

Since the winter semester 2008/09, we have also been
offering the programme of grants “k+s min(d)ing”. We
sponsor selected students with € 1,000 gross per semes-
ter for a total of two semesters. Within this period, they
complete a three-month internship or a working stu-
dent placement at k+s.

RESEARCH AND DEVELOPMENT ACTIVITIES

GOALS AND MAIN FOCUSES OF OUR R&D
ACTIVITY

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



+ Increasing customer benefit
+ Conserving resources
+ Securing the growth of the x+s GrouP

Against this backdrop, we focus our research and devel-
opment activities on two main areas: the optimisation
of processes and the development of new and improved
products. The continuous review and further develop-
ment of procedures and processes in underground and
above-ground production is intended to ensure the sus-
tainable use of the resources available to us and an effi-
cient deployment of capital, energy and personnel. To
this end, we evaluate new technologies and materials
and operate a research institute of our own focussing on
treatment, process technology and analytics. Within the
framework of developing new products and improving
those we already offer, we are committed to practice-
oriented research in the sphere of plant nutrition and
to working out solutions in order to meet the higher
demand for food and feed of a growing global popu-
lation with changing eating habits, to secure yields in
the face of climate change and to transfer knowledge to
the less developed regions. Our agricultural application
advice supports our customer, particularly in the use of
our products worldwide.

In 2010, our efforts again focussed on developing new
and improved production processes in order to reduce the
inevitable solid and liquid production residue in potash
production. Within the framework of the package of mea-
sures on water protection, further analyses were carried

out and we pressed ahead with promising developments
in the area of dry treatment technologies. The key focuses
of the research on process technology were the further
improvement of the existing production and refining pro-
cesses as well as the flexibilisation of the processes for
adapting to changed raw material, production or market
conditions. Furthermore, the improvement of exploration
procedures for potash and salt deposits was continued
and a research cooperation with regard to the influence
of the optimal application of fertilizers on the efficient
use of water by the soil/plant system was successfully
completed. In order to strengthen our application-ori-
ented research, together with the Univesity of Gottin-
gen, we established a joint research institute. At mor-
TON SALT, the main focus of research was on the further
development of product alternatives for the reduction of
the sodium content in food as well as product develop-
ment in the water softening and de-icing salt segments.

To ensure an effective transfer of knowledge gained
from research within the x+s GrouPp and to optimise
the leveraging of synergy potentials, all research activi-
ties are centrally controlled.

USE OF EXTERNAL R&D KNOW-HOW

The research strategy of the k+s GROUP comprises inter-
nal and external research activities. We regard coopera-
tions as an important part of our research strategy, as it
allows the effective transfer of knowledge from research
to practice, access to an international network and the
creation of synergies.

In 2010, € 2.5 million was spent on cooperation with
external research institutions (2009: € 5.6 million); this is
about 16 % of the total research and development costs
of € 15.5 million spent in this financial year. The decline
in external research costs is due in particular to the
restructuring of the research activities in the Nitrogen
Fertilizers business. Following the expiry of the cooper-
ation with Bas¥, comPo has made its research spend-
ing more flexible in relation to individual projects, and
outsourced it to selected research centres and univer-
sity-level institutes. Thus, the continuity of research and
development is also ensured in the event of a possible
sale of comPo. In particular, we invested in the follow-
ing areas:

INTERNATIONAL FIELD TESTING

We assign field tests to specialised and experienced
farms worldwide, which are accompanied on a scientific
basis either directly by our employees or by local agricul-
tural institutes. This approach enables us to obtain valu-
able findings relating to a diverse range of crops grow-
ing in local soil conditions in various climatic zones and
to adapt our products accordingly. Plant cultivation tests
in the field of fertilizers are coordinated centrally by
our departments for agricultural application consulting.

COOPERATION WITH THE INTERNATIONAL PLANT
NUTRITION INSTITUTE

To optimise the fertilizer application strategies for
palm trees, the IPNI (INTERNATIONAL PLANT NUTRI-
TION INSTITUTE), Norcross, Usa, is currently carrying



out a project on ‘Best Management Practice’. The proj-
ect is directly supported financially by k+s KALI GMBH
and its goal is to establish the concept under the com-
mercial conditions of plantation companies in order to
thus increase oil yields with the framework of sustain-
able and economical farming and to examine its per-
formance from a practical perspective. The 1PNT's many
years of experience is of particular advantage in this
field of research.

JOINT ESTABLISHMENT OF THE INSTITUTE OF
APPLIED PLANT NUTRITION TOGETHER WITH THE
UNIVERSITY OF GOTTINGEN

In November 2010, K+S KALI GMBH and the University
of Gottingen founded a joint research institute. For the
organisationally and legally independent INSTITUTE OF
APPLIED PLANT NUTRITION — IAPN, K+S will provide
the start-up capital, funds for personnel and research
on specific projects for K+s KALI GMBH. The provision
of premises, including the covering of ongoing costs,
are made available by the University of Gottingen. The
Chair of Plant Nutrition of the University of Gottingen is
responsible for scientific management with the support
of the managing director of the sponsoring company, a
wholly-owned subsidiary of k+s KALI GMBH. The aim
is to create an interface between the academic world
and business within the framework of a public-private
partnership and to focus on practice-oriented research
in the area of plant nutrition. The cooperation facilitates
the bundling of knowledge and is particularly attractive
thanks to the proximity to our K +s-research institute in

Heringen and to the conformity of the main focuses of
research. The knowledge gained can be promptly trans-
ferred via the x+s application consultants to practic-
tioners.

MEDIATING RESEARCH PARTNERS THROUGH
NINESIGMA®

To optimally exploit external resources and overcome
new challenges in cooperation with suitable part-
ners, since 2009, we have been working together with
the service provider NINESIGMA®, Cleveland, usa, which
mediates international research partners for us. The ten-
der and selection process of NINESIGMA® enables us
not only to gain access to providers of academic solu-
tions worldwide, but also facilitates research cooper-
ation with other industry partners, which do not yet
number among our established suppliers.

COOPERATION WITH THE WETSUS RESEARCH
PLATFORM

Within the framework of a further public-private part-
nership, we support the Dutch weTsus research plat-
form in work on the subject of ‘blue energy’. This exam-
ines possibilities for obtaining electric power from the
exchange between two solutions with very different
salt concentrations, e.g. river water entering the sea.

COOPERATION WITH UNIVERSITIES

In economic, scientific as well as technical areas, we
cooperate with universities, thus far predominantly in
Germany. Across the country we provide financial sup-
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port to univeristy graduates at undergraduate, diploma
and doctoral 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 qualified new generation of employees
for our Company. A main focus in 2010 was the cooper-
ation with the technical universities of Aachen, Claus-
thal-Zellerfeld and Freiberg.

ORDERS AWARDED TO THE RESEARCH INSTITUTES
OF BASF

Cooperation with BASF was put on a new contractual
basis, which enables k+s NITROGEN to award orders
to BasF flexibly and in relation to individual projects,
while at the same time remainning able to cooperate
with other university-level and research institutes. In
2010, research into innovative nitrogenous fertilizers
was continued on our instructions at the BASF research
institutes.

RESEARCH FIGURES

RESEARCH COSTS AND DEVELOPMENT-RELATED
CAPITAL EXPENDITURE

In the period under review, research costs totalled € 15.5
million and were thus below the level of the previous
year (2009: € 18.7 million). The majority of the research
costs can again be attributed to the improvement of
production processes for minimizing solid and liquid
production residue in potash production. The decline is
attributable in particular to the flexibilisation and shift-



RESEARCH FIGURES TAB: 4.4.2
2010 2009 2008 2007 2006

in € million
Research costs 15.5 187 181 15.5 138
Research intensity (Research costs /revenues) 03% 0.5% 0.4% 05% 0.5%
Capitalised development-related capital expenditure 2.2 1.8 2.8 2.7 2.0
Employees as of 31 Dec. (number) 78 78 65 56 51

ing of research activities in the Nitrogen Fertilizers busi-
ness segment. As measured by revenues, the research
intensity of the K+s GROUP is 0.3 % (2009: 0.5%). This is
justified by the very long product lifecycle of our prod-
ucts based on mineral raw materials. / TAB: 4.4.1

Under 1FRS, certain development costs have to be cap-
italised in the balance sheet. During the year under
review, at about € 2.2 million, this development-related
capital expenditure was significantly above the level of
the previous year and was made mainly in the Nitrogen
Fertilizers and Potash and Magnesium Products busi-

RESEARCH COSTS TAB: 441
2010 2009

in € million
Potash and Magnesium Products 5.2 6.8
Nitrogen Fertilizers 3.0 6.1
Salt 2.5 13
Other research costs 4.8 4.5
Total 15.5 18.7

ness segments. The increase in development-related
capital expenditure is attributable to the postponement
of development projects to 2010 at those sites affected
in 2009 by short-time working. Capitalisation will result
in depreciation charges for development-related capital
expenditure over the coming years, however, at a rela-
tively low level. / TAB: 4.4.2

RESEARCH PERSONNEL
At 78, the number of employees involved in research
remained constant year on year. /FIG: 4.4.1, 4.4.2

SELECTED RESEARCH AND DEVELOPMENT
PROJECTS AND RESULTS

POTASH AND MAGNESIUM PRODUCTS

BUSINESS SEGMENT

IMPROVEMENT IN THE EFFICIENCY OF THE USE OF
WATER BY THE SOIL/PLANT SYSTEM

The improvement in the use of water will remain one
of the pivotal challenges of the future. Agricultural pro-

duction also has to make its contribution to this. An
important question is which role the plant nutrients
like potassium play in this processs. It is for this reason
that a research cooperation between the universities of
Halle, Kiel and Giessen has been promoted by K +S KALI
GMBH. The laboratory and field tests were completed in
2010. It was demonstrated that in the soil/plant over-
all system, an optimal supply primarily of potassium
can improve the ability to use water. The application of
potassium fertilizer thus saves water, i.e. with an exist-
ing volume of water it is possible to achieve a higher
yield, or less water is needed for a target yield. It was
possible to identify the reasons for this relationship. The
comprehensive scientific findings are to be published in
2011 in reputable specialist journals and form the basis
for a better understanding of the effect of nutrients and
ultimately result in improved recommendations on the
use of fertilizers.

DIAGNOSIS OF THE SUPPLY STATUS OF PLANTS

In order to be able to say more about the fertilizer needs
of soils and plants, research was carried out using new
sensors, which should make possible a simpler, more
reliable and more precise diagnosis of the supply status
of plants. It transpired that in sustainable advice on fer-
tilizers regarding nutrients such as potash, magnesium
and phosphates, the soil plays a central role; in future,
this will be further investigated.



RESEARCH AND DEVELOPMENT QUALIFICATION STRUCTURE FIG: 441
2010 2009

4 1 in%
1 Vocational qualification 44 45
2 Master craftsmen/Technicians 9 10
3 3 College graduates 19 14
- o 4 Doctorate degree 28 31

2 _

RESEARCH AND DEVELOPMENT PROFESSIONAL GROUPS FIG: 4.4.2
5444444444444444447 2010 2009
47/. in% —

3 1 1 Natural scientists 30 29
2 Engineers 15 14

3 Laboratory specialists 44 46

/ 2 4 Commercial occupations 10 10

5 Other 1 1

RESEARCH INTO AND DEVELOPMENT OF DRY
TREATMENT TECHNOLOGIES

Within the framework of the package of measures on
water protection, further research was carried out and
we pressed ahead with promising developments in the
area of dry treatment technologies.

OPTIMISATION OF EXPLORATION PROCEDURES

The optimisation of exploration procedures for the
deposits was continued in 2010. The objective is to make
better forecasts for mining planning possible.

NITROGEN FERTILIZERS BUSINESS SEGMENT
RESEARCH INTO THE YIELD EFFECT OF NITROGEN
FERTILIZERS

The effectiveness of different nitrogen fertilizers was
investigated on numerous agricultural crops and under a
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wide variety of different conditions in local soils, in order
to demonstrate the benefits offered by our products.

RELEVANCE TO THE ENVIRONMENT OF SULPHATE
AND NITROGEN EMISSIONS IN THE APPLICATION OF
FERTILIZERS

Under precisely controlled test conditions, the washing
out of sulphate in the soil and the emission of laughing
gas (N,0) by nitrogen fertilizers were measured on the
basis of multi-year testing. The aim is to verify the envi-
ronmental-friendliness of our products.

RESEARCH INTO THE SUITABILITY OF NEW NITRIFI-
CATION INHIBITORS IN THE APPLICATION OF FERTIL-
IZERS TO POTATOES

The suitability of new inhibitors was further analysed
in relation to fertilizers applied to potatoes. The use of
these inhibitors reduces the washing out of nitrogen in
the soil, so that actually more of the applied nitrogen is
available to the plant. The development work for this is
planned to last several years and is going to plan.

RESEARCH INTO A UREASE INHIBITOR

Within the framework of the research activities of k+s
NITROGEN a urease inhibitor was developed, which can
considerably reduce ammonia losses during the appli-
cation of urea and thus facilitates a more efficient sup-
ply of nitrogen.



SALT BUSINESS SEGMENT

RESEARCH IN THE AREA OF CHLORINE-ALKALINE
ELECTROLYSIS

In 2008 and 2009, in cooperation with a major customer
in Europe, who changed his chlorine-alkaline electrolysis
process to the modern membrane process, a special con-
cept was developed for providing a high-quality supply
of rock salt instead of evaporated salt. As the mining of
rock salt uses less energy than the production of evapo-
rated salt through the evaporation of brine, the aim here
is to cut co, emissions. In 2010, this concept was investi-
gated even more intensively with a further leading user
of salt in the chemical industry. Furthermore, in 2010, a
software for the simulation of different qualities of salt
for chlorine-alkaline electrolysis was developed with the
Universidad Catolica de Chile. The Salt business segment
has created a group of experts on this topic in order to
optimally exploit synergies.

ONLINE MEASUREMENT IN PROCESS CONTROL
Within the framework of process control and manage-
ment and thus quality assurance, procedures for online
measurement were implemented at the sites. These
enable us to measure quality-related operating parame-
ters in real time and thus manage production and refin-
ing processes optimally.

OPTIMISATION OF EXTRACTION MANAGEMENT AND
FACILITY SITES IN OPEN-CAST MINING

In our open-cast mines in the Chilean Atacama desert,
in 2010, together with the Technische Universitat Claus-
thal-Zellerfeld we pressed on with the modelling of salt
deposit, in order to ensure an optimisation of the open-
cast mining layout and the extraction as well as the best
possible location of sites of new processing plants.

INNOVATIVE DE-ICING AGENTS

MORTON SALT examined new and improved recipes and
application recommendations for de-icing agents with
the aim of offering consumers and commerical users
possibilities to use them at even lower temperatures, to
reduce corrosion and to optimise the volumes used as
well as the effect in areas with a low density of traffic
such as car parks and housing estates.

FURTHER DEVELOPMENT OF WATER-SOFTENING
SALTS

In 2010, MORTON SALT developed the next generation of
water-softening salts. The goal is to remain the market
leader thanks to innovative products.

SODIUM REDUCTION IN FOOD

In order to enable food manufacturers in the usa to ful-
fil the guidelines on nutrition there, flavour-enhancing
formulations for dietary salts were developed.

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 realization and potential returns.

BRAND PORTFOLIO AND PATENTS

In 2010, the x+s brand portfolio grew by 476 regis-
trations and additions. As umbrella brands, the x+s
GROUP uses, for example, ALGOFLASH®, CEREBOS®,
COMPO®, GESAL®, MORTON®, SEM®, UMBRELLA GIRL®,
VATEL® and WINDSOR®. As product brands, for exam-
ple, ACTION MELT® AXAL®, BLAUKORN® BLIZZARD WIZ-
ARD® COMPO-SANA® ENTEC® FLORANID® KORN-KALI®,
NITROPHOSKA® PATENTKALI® SAL LOBOS® and VOROX®
are used. A total of 289 brand rights that were no lon-
ger used were abandoned. On the reporting date, the
K+s GROUP thus held 5,345 (2009: 5,158) national propri-
etary rights deriving from 1,110 basic trademarks. The
K+S GROUP's global patent portfolio currently numbers
87 patent families, which are protected by 377 (2009:
357) national rights. The patents are used, for example,
in the areas of electrostatic preparation processes, the
production of granulates and flotation. Furthermore, we
hold patents for new processes for the production of
fertilizers and anti-caking agents, as well as for the fer-
tilization through irrigation of substrates used in agri-
culture or horticulture. 30 trademarks were newly reg-
istered and ten were cancelled in 2010. No licence fees
were generated.



MACROECONOMIC ENVIRONMENT

After a sharp economic downturn during the 2009
financial crisis, the global economy recovered signifi-
cantly in 2010. At 4.9 %, the increase in the gross domes-
tic product was even higher than expected in the Quar-
terly Financial Report @3 /10. The upturn came in partic-
ular from the emerging market countries, while growth
in the industrialised nations lost momentum during the
course of the year. The reasons for this were the expiry
of economic stimulus programmes in numerous coun-
tries and the debt crises in some European countries.
Over the year, inflation accelerated tangibly, above all
due to rising raw material prices. / TAB: 4.5.1

In the eurozone the economy was largely robust in 2010.
In individual member states, particularly in Germany,
a notable upswing was observed. In the second half of
the year, however, the pace of expansion slowed slightly.
In 2010, the gross domestic product in Germany grew
significantly by 3.6 % after a decline of 4.7 % in the pre-
vious year. In some other European countries, on the
other hand, the situation was muted: In Spain and Ire-
land the gross domestic product barely grew during the
year, and the Greek economy slid into a deep recession.
The gross domestic product of the eurozone as a whole
nevertheless rose by 1.7%. The inflation increased to
2.0 % towards the end of the year, particularly as a conse-
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PERCENTAGE CHANGE IN GROSS DOMESTIC PRODUCT TAB: 4.5.1
2010 2009 2008 2007 2006

realin %
Germany 3.6 -4.7 +1.3 +2.5 +2.9
European Union (EU-25/EU-27) 17 -4.2 +1.2 +3.1 +3.3
World 49 -0.8 +3.1 +4.8 +5.3

Source: Deka Bank

quence of rising energy prices. The utilisation of the euro
parachute by some states did not result in a sustain-
able calming of the capital markets. The risk premiums
for government bonds of individual states were still at
a very high level at the end of the year. THE EUROPEAN
CENTRAL BANK'S (ECB) base rate remained unchanged
at 1.0 % throughout 2010.

In the Usa, the economic recovery lost some of its momen-
tum in the course of the year. After total economic pro-
duction had risen dramatically at the start of the year,
the increase in production slowed with the expiry of eco-
nomic stimulus programmes and with the effects of the
storage cycle in the summer months. In 2010, the gross
domestic product, however, rose by 2.9% and consumer
prices by 1.6%. The situation on the employment market
improved moderately in the course of the year, while the
unemployment rate fell from its high of 9.5% in the mid-
dle of the year to only 9.4% towards the end of the year.

In the emerging market countries too, growth slowed
down after a powerful upswing in the first half of the

year. The main reason for this was the more restrictive
economic and monetary policy towards the end of the
year, which was intended to prevent the economy from
overheating.

There was no uniform picture on the raw materials mar-
kets during the course of the year. After a temporary
weakening the oil price rose tangibly towards the end
of the year and hit its high of uss$ 94.75 per barrel at the
end of the year. With an average price of a good Us$ 8o
during the year, a barrel of oil cost approximately uss 17
or 27 % more than in 2009. Most basic materials, such as
metals, followed the oil price and hit their highs towards
the end of the year. Agricultural commodities rose in
price too significantly by the end of the year due to har-
vest shortfalls in Russia and North America after a tem-
porary sideways movement in the first half of the year.
/ FIG: 4.5.1

Developments on the international foreign exchange
markets were influenced by the volatile development
of the Us dollar. After the us dollar weakened to a level



DEVELOPMENT OF PRICES FOR AGRICULTURAL PRODUCTS FIG:451  Of 145 USD/EUR at the start of the year, by the middle
of the year, it rose to over 1.19 UsD/EUR. In the second

in % Jan.10 Feb. Mar.  April May June July Aug. Sept. Oct. Nov. Dec. Jan.11 Feb. half of the year, the us dollar again depreciated signifi-
- cantly, and at the end of December the euro exchange
170 rate was 1.34 USD/EUR, however, 7% stronger than it had
155 been a year before (31 December 2009:1.44 USD/EUR).In
145 /\/\ terms of the average for the year, the us dollar stood at
130 \//\ /V 1.33 USD/EUR and thus gained by just under 5% (2009:
115 139 USD/EUR).
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;S The changes in the macroeconomic environment

— impacted on the course of business for k+s as follows:
Index: Beginning of 2010

+ Above all in the second half of 2010, the recovery in

— Wheat corn Soybeans Palm Ol source: Bloomberg the prices of agricultural products resulted in a tan-
gible increase in demand for fertilizers. After the sales
volume of the Potash and Magnesium Products busi-

DEVELOPMENT OF EUR/USD VS. CAD/USD AND RUB/USD FIG: 4.5.2 ness segment had declined to 4.35 million tonnes in
in% Jan.10 Feb.  Mar.  April  May June July  Aug. Sept. Oct. Nov. Dec. Jan.11 Feb. financial year 2009 and only about 50 % of the pro-
duction capacity had been used, the business seg-

125 ment again sold 6.99 million tonnes in 2010 and thus

120 again achieved a high level of utilisation.

115 + Our production costs are influenced to a consider-

1;2 able degree by energy costs, particularly with regard

100 N to gas. As a result of the energy supply clauses agreed
95 with our suppliers, changes in energy prices in the

90 Potash and Magnesium Products business segment
85 are in part only reflected in our cost accounting with
80 a delay of six to nine months. Against this back-

Index: Beginning of 2010 drop, the higher level of energy prices at the turn

Eurofor US$  — Rouble for US$ CANS for US$ Source: Bloomberg of 2009/2010 resulted in a slight increase in energy



costs as of the third quarter of 2010 only. The increase
in energy prices observed in the second half of 2010
did not exert a material impact on the k+s GROUP’s
energy costs last year.

In comparison to a year ago, for the Potash and Mag-
nesium Products business segment, an average of 1.35
USD/EUR incl. hedge costs meant a significantly more
favourable conversion rate than in the previous year
(2009:1.48 USD/EUR).

In addition to the usD/EUR currency relationship, a
relative comparison of the euro and the currencies
of our competitors each in relation to the us dollar is
also of importance for us. For most potash producers
in the world, a weak Us dollar has a negative impact
on earnings capacity in their particular domestic cur-
rency; this stems from the fact that the major part
of global potash production takes place outside the
Us dollar zone, but almost all sales, with the excep-
tion of the European market, are invoiced in us dol-
lars. Figure 4.5.2 shows that particularly in the first
half of the year, the k+s GrRouP managed to profit
from the strength of the us dollar against the euro
in its fertilizer business. The advantage was greater
in comparison to competitors from Canada and Rus-
sia, but diminished again significantly from its highs
at the start of June.

/ AN EXPLANATION OF THE MEASURES FOR MITIGAT-
ING ENERGY PRICE RISKS can be found in the Risk Report on
page 139.

INDUSTRY-SPECIFIC FRAMEWORK
CONDITIONS

FERTILIZER BUSINESS SECTOR

In comparison to the previous year, financial year 2010
was characterised by a normalising and thus signifi-
cantly higher demand for fertilizers. At the start of the
year under review, demand from the trade in the north-
ern hemisphere again rose considerably, so that the very
low inventories of fertilizers following the reluctance
to purchase observed the previous year could again be
built up ahead of the spring season. The agricultural
industry also returned to sustained consumption behav-
iour to a large extent. In light of a greatly reduced use
of fertilizers in 2009 and the resultant risk for the yield
of the coming harvests, due to lower nutrient contents
in the soil, the agricultural sector significantly again
increased its use of fertilizers worldwide. The sharp
increase in international cereal prices that started in the
second half of the year and the accompanying improved
income situation of farmers, as shown exemplarily in
figure 4.5.3, then even further boosted the demand for
fertilizers. / FIG: 4.5.3

/ THE DEVELOPMENT OF PRICES OF AGRICULTURAL PROD-
UCTS is shown in figure 4.5.1 on page 102.

The significantly rising global demand for potash from 31
million tonnes in 2009 to an estimated 57 million tonnes
in 2010 resulted in the utilisation of capacity of most
potash producers again achieving a relatively high level
against the backdrop of significantly declining invento-
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4.5 OVERVIEW OF COURSE OF BUSINESS

ries during the course of the year. This had effects on the
price development of potassium chloride. Following the
conclusion of contracts by some potash suppliers with
Chinese and Indian customers at the end of 2009 and the
beginning of the year under review at uss 350 and Us$
370 per tonne respectively for potassium chloride stan-
dard including freight, a global price level of between uss
350 and US$ 400 per tonne was established for potassium
chloride including freight in the second quarter. At the
end of August, the Russian-Belarusian export organisa-
tion Bpc announced prices for the Asian market of Us$
405 per tonne for potassium chloride standard and uss$
420 per tonne for granulated potassium chloride respec-
tively, and for the Brazilian market of between uss$ 410
and uUs$ 420 per tonne for granulated potassium chlo-
ride. At the end of November, B¢ announced prices of
between Us$ 440 and Us$ 450 per tonne respectively for
granulated potassium chloride for the Asian and Brazilian
markets. K+s also raised its prices for granulated potas-
sium chloride in Europe in the course of the year from
€ 285 to € 335 per tonne and also adjusted the prices for
other potash and magnesium products correspondingly.

In the first half of the year, the European production
facilities for nitrogen fertilizers were already operating
with a high level of utilisation, and in the second half of
the year even at full capacity. The prices for nitrogen fer-
tilizers therefore rose significantly over the year in view
of higher input costs.

/ THE MARKET POSITIONS OF THE BUSINESS SEGMENTS
can be found in the ‘Group Structure and Business Operations’
section on pages 77 et seqq.
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PROFIT DYNAMICS FOR WHEAI 7' GERMANY FIG: 4.5.3

in€/ha 20 400 600 800 1,000 1,200 1,400 1,600
Revenues 1,400
Costs 1,005

2010  Profit potential - ) B
Revenues 1,080
Costs 1,010

2009  Profit potential 70 ~
Revenues 1,440
Costs 1,210

2008  Profit potential 230

2010: Wheat price (e): 200 €/t, Yield (e): 7t/ha

2009: Wheat price: 135€/t, Yield: 8t/ha

20 Wheat price: 02 /1, Yield: 8t/ha

Assumptions: without agricultural subsidies, 100 % use of mineral fertilizers (no organic fertilizing), straw stays in the field (straw fertilizing), for lower yields, lower fertilizer
requirement adjusted accordingly; Sources: Kuratorium fir Technik und Bauwesen in der Landwirtschaft e. V. (KTBL), LAND & Forst, Agrarstatistik Destatis, Guidelines

for Fertilizer Use in German Federal States, Euronext

SALT BUSINESS SECTOR

DE-ICING SALT — WESTERN EUROPE

In the first quarter, the exceptional and omnipresent
winter resulted in very high demand, which was not
possible to meet completely even through the maximal
utilisation of the available local production capacities.
Against this backdrop, there were more imports, and
even food-grade and industrial salts were used as de-
icing agents. After a still hesitant early stocking-up in
the second quarter, the European tenders in the third
quarter were concluded with tangible higher prices. The
short and intensive early stocking-up phase that com-
menced at that point resulted in all European produc-
tion facilities operating at full capacity again. The strong

onset of winter that occurred once more in December
again confronted the European producers with excep-
tionally great challenges. The record demand could not
be fully met despite more imports from overseas.

DE-ICING SALT — NORTH AMERICA

While the winter in the Usa passed relatively normally
during the first quarter, Canada experienced a very mild
wheather. In terms of early stocking-up, the position
was thus made more difficult for suppliers in relation
to the local invitations to tender by still relatively high
stocks and increasing competitive pressure on the East
Coast. This resulted in moderate price declines and gen-
erally lower contract volumes. A relatively late onset of

winter in the fourth quarter meant that while demand
improved in comparison to a weak same quarter in the
previous year, it was nonetheless below average.

INDUSTRIAL SALT

The European industrial salt market was characterised
by an overall positive demand trend. The performance
of the industrial salt market in North America developed
relatively stable. A certain degree of reluctance to pur-
chase due to a difficult economic environment was still
experienced in the case of water-softening products. In
South America, the business was relatively stable.

FOOD GRADE SALT

The demand for food grade salt in Europe and North
America proved to be relatively stable on a high level in
the year under review. In South America, the situation
on the market for food grade salt normalised during the
course of the year, after demand had risen significantly
at the start of the year due to the earthquake in Chile.

SALT FOR CHEMICAL USE

As for salt for chemical use, demand in Europe nor-
malised thanks to a stabilising economic recovery. How-
ever, this was not yet true for the North American mar-
ket. In the South American market for salt for chemical
use, competitive pressure increased as a result of the
earthquake and of customers being adversely impacted
by higher energy costs.



KEY EVENTS AFFECTING THE COURSE
OF BUSINESS

+ In 2010, the international fertilizer market was char-
acterised — as has already been pointed out in the
‘Industry-specific framework conditions’ section
— by a strong increase in demand. This resulted in
the utilisation of capacity of most potash produc-
ers again reaching a relatively high level against the
backdrop of significantly declining inventories during
the course of the year, so that k+s, also in light of a
rising global market price level, was able to raise the
prices for granulated potassium chloride in Europe in
the course of the year from € 285 to € 335 per tonne.
The European production facilities for nitrogen fertil-
izers were already operating at high capacity in the
first half of the year and, in the second half, even at
full capacity. The prices for nitrogen fertilizers also
rose significantly in view of increasing input costs.

+ On 2 April 2009, k+s signed an agreement to acquire
MORTON SALT. Closing took place on 1 October 2009.
The initial inclusion of MORTON SALT for the whole
year in 2010 produced a consolidation effect amount-
ing to € 582.2 million in revenues and € 68.6 million in
operating earnings. The contribution to earnings was
adversely affected by depreciation on value adjust-
ments to be made within the framework of purchase
price allocation, as well as by integration costs and
one-off effects from revaluation and consolidation
within the valuation of inventories in accordance
with IFRs.

+ Sales volumes of de-icing salt largely depend on win-
ter weather conditions during the first and fourth
quarters. Against this backdrop, the positive de-icing
salt business in Europe described in ‘Industry-specific
framework conditions’, which was above the multi-
year average in terms of sales volumes, resulted in a
significant increase in revenues and earnings in the
Salt business segment.

TREND IN SHARE PRICE

The x+s share gained 40.9% during the year under
review. You can find a detailed description of the x+s
share price, price trends, ratios and further important
information about the x+s share in the section ‘'k+s on
the Capital Market’ on pages 11 et seqq.

GENERAL STATEMENT OF THE BOARD OF
DIRECTORS ON THE COURSE OF BUSINESS
IN 2010

In comparison to a rather low starting point for 2009, a
year negatively impacted by the financial and economic
crisis, the course of business in 2010 showed a very wel-
come development, which most of us would scarcely
have dared to imagine a year ago. It is true that already
at the start of the year under review the trade sector
showed a high catch up demand in order to again build
up the very low stocks of fertilizers ahead of the spring
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season. However, this alone would have not been suf-
ficient to speak of a normalisation of the demand for
fertilizers, because for this it was also necessary that
farmers too returned to sustained consumption behav-
iour. Happily, this did happen, because the considerably
lower use of fertilizers in 2009 had resulted in relatively
low nutrient content in the soil and thus to a greater risk
of lower yields in coming harvests. The sharp increase
in international cereal prices that started in the sec-
ond half of the year and the accompanying improved
income situation of farmers then even further boosted
the demand for fertilizers. These effects resulted in an
increase in our sales volumes of fertilizers of more than
40 %. For the Salt business segment, we expected already
at the beginning of the year that the first consolidation
of MORTON sALT for a whole year should have a posi-
tive impact on our business. Additionally, both at the
start and at the end of the year we experienced a win-
ter in Europe of an intensity that had not been seen for
many years. While the long-term average and thus the
sales volume budget for our European salt subsidiary
ESco is about 2 million tonnes of de-icing salt, more
than twice that much was sold here alone last year. We
are pleased that the x+s GrRouP was able to achieve
significant increases in its revenues and earnings and
thus emerged from the crisis strengthened.



COMPARISON OF ACTUAL AND PROJECTED
COURSE OF BUSINESS

REVENUE FORECAST

The forecast for 2010 made by the Board of Executive
Directors on 23 February 2010 as part of the Financial
Report 2009 assumed that revenues would increase sig-
nificantly in relation to the previous year’s level (€ 3.6 bil-
lion), given an anticipated us dollar rate of 1.39 USD/EUR.
At that time it was still unclear whether the positive
sales volume situation in the Potash and Magnesium
Products business segment at the start of 2010 was only
a normalisation of the inventories of the trade sector
or a sustained normalisation of demand from end cus-
tomers. Against this backdrop, the outlook was based
on an expected increase in sales volumes to just under
6 million tonnes of goods in the Potash and Magnesium
Products business segment (2009: 4.3 million tonnes).
However, already at that time we held out the prospects
of increasing this forecast, assuming a good spring sea-
son. The sales volume forecast of the Potash and Mag-
nesium Products business segment was then raised
in May, with the publication of the Quarterly Finan-
cial Report Q1/10, to a good 6.5 million tonnes of goods
against the backdrop of continued strong demand. The
outlook of the Half-yearly Financial Report H1/10 pub-
lished in August for the first time contained a specific
range of expected revenues of between € 4.6 and € 5.0
billion, based on a newly raised sales volume forecast for
the Potash and Magnesium Products business segment
of 6.5 to 7.0 million tonnes of goods. This outlook was

ACTUAL VS. FORECAST COMPARISON TAB: 4.5.2
Forecast Financial
Report 2009 Forecast Forecast ACTUAL  ACTUAL
+Q1/10 H1/10 9M/10 2010 2009 %
K+S Group
Significant
Revenues € billion increase 4.6t05.0 4.8t05.0 5.0 3.6 39.7
Significant
EBITDA € million increase 800 to 850 88010920 975.2 411.8 136.8
Significant
Operating earnings (EBIT I) € million increase 550 to 600 630to 670 726.9 238.0 205.4
Significant
Group earnings, adjusted € million increase 330t0 370 375 to 405 4453 93.6 375.7
Significant
Earnings per share, adjusted € increase 1.75t01.95 195t02.10 2.33 0.56 316.1
Capital expenditure? € million 260 210 200 201.0 177.6 7.8
Depreciation and amortisation? € million 230 250 250 2483 1738 42.9
Moderate Significant Significant
Energy costs? € million increase increase increase 265.8 210.7 26.2
Moderate Significant Significant
Personnel expenses? € million increase increase increase 1,019.3 756.4 34.8
Significant Strong Strong
Costs of freight? € million increase increase increase 790.0 521.8 51.4
Potash and Magnesium
Products business segment
million  FR 09:almost 6.0
Sales volume tonnes Q1/10:a good 6.5 6.5t07.0 6.7t06.9 6.99 435 60.7
Salt business segment
million
Sales volume crystallised salt tonnes n/a 21to 22 22 22.53 14.81 52.1
million
—of which de-icing salt tonnes n/a 12to13 13 13.49 8.96 50.1

1 Since Q4/2009 incl. Morton Salt.

2 Cash-effective investments in or depreciations on property, plant and equipment, intangible assets.
3 Consolidation-related effects of the acquisition of Morton Salt were faded out for the forecast.



further concretised in the Quarterly Financial Report
Q3/10 with expected revenues of € 4.8 to € 5.0 billion.

In 2010, the revenues of the K+s GROUP reached € 5.0
billion and thus were, as expected, significantly above
the previous year’s level and at the upper end of the
forecast range.

EXPENSES FORECAST

In the Financial Report 2009, we forecast that the total
costs would probably rise significantly in comparison
to the previous year, mainly due to the first-time con-
solidation of MORTON saLT. Without this consolidation-
related effect, we expected a moderate increase in per-
sonnel and energy costs, and a significant one in costs
of freight. We expected depreciation and amortisation
charges, including MORTON SALT, to amount to about
€ 230 million. In the framework of the higher expected
sales volumes of the Potash and Magnesium Products
business segment, since the publication of the Half-
yearly Financial Report H1/10, we forecast a significant
increase in energy and personnel costs as well as a sharp
increase in costs of freight. The depreciation and amorti-
sation charges forecast was raised to about € 250 million.

In 2010, personnel expenses stood at € 1,019.3 million and
were, as expected, significantly higher than in the previ-
ous year. For energy costs, we expected a significantly
higher level. An increase of 26 % to € 265.8 million con-
firmed this forecast. For costs of freight, we assumed
a sharp increase; at € 790.0 million, this cost position

rose by 51%. For depreciation and amortisation charges,
we forecast € 250 million; in 2010, they stood at € 248.3
million.

EARNINGS FORECAST

The earnings outlook which was formulated by the
Board of Executive Directors on 23 February 2010 in the
2009 Financial Report and confirmed in the Quarterly
Financial Report Q1/10 assumed that operating earnings
EBIT I would be significantly higher in the 2010 finan-
cial year than in the previous year. In the Half-yearly
Financial Report H1/10 we narrowed this forecast down
to arange of € 550 million to € 600 million and raised it
with the publication of the Quarterly Financial Report
Q3/10 to € 630 million to € 670 million. The reasons for
this were in particular to be found in the rising earnings
expectations of the Potash and Magnesium business
segment over the year, which, like the Nitrogen business
segment, profited from significantly higher demand for
fertilizers. Finally, operating earnings in 2010 as a whole
roughly tripled to € 726.9 million in comparison to the
figure for the previous year (€ 238.0 million) and thus
exceeded the forecast amount published in the Quar-
terly Financial Report @3/10 by 8 %. This is primarily
attributable to the positive development of the de-icing
salt business in Europe in the fourth quarter. / TAB: 4.5.2
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AT € 5.0 BILLION, REVENUES RISE 40%
YEAR ON YEAR

In financial year 2010, we achieved revenues of € 4,993.8
million, which was 40 % above the figure for the previ-
ous year. A certain seasonality was evident from the
quarterly revenues figures posted during the course of
the year: Thus, the first quarter tends to be the stron-
gest and third quarter the weakest. In terms of volumes,
the Fertilizer business sector usually profits in the first
quarter from the start of the spring fertilizing season in
Europe; although the autumn fertilizing season occurs
in the third quarter, it is, however, less important than
the spring fertilizing season in terms of sales volumes.
The de-icing salt business is normally focused on the
first and fourth quarters of a year, while during the sec-
ond and third quarters, customers stock up at prices that
are usually more favourable. / TAB: 4.6.2

/ A DETAILED EXPLANATION OF THE REVENUES OF
THE INDIVIDUAL BUSINESS SEGMENTS can be found on
pages 122 et seqq.

VARIANCE ANALYSIS TAB: 4.6.1
2010

in %
Change in revenues +39.7
volume /structure +27.8
prices/price-related (6.5)
exchange rates +21

consolidation +16.3




REVENUES BY BUSINESS SEGMENT TAB: 4.6.2 The increase in revenues in 2010 is particularly attrib-

utable to positive volume and consolidation effects,

e million &L P Bl o 2010 2009 % which were able to more than make up for negative
Potash and Magnesium Products 498.4 463.5 417.8 465.0 1,844.7 14217 +29.8 price effects. The Potash and Magnesium Products and
Nitrogen Fertilizers 3855 2874 306.1 3072 1,286.2 1,016.2 1266  Nitrogen Fertilizers business segments achieved strong
Salt 616.4 2753 3052 531.8 1,728.7 1,014.6 +704 revenue increases, since the demand for fertilizers recov-
Complementary Business Segments 33.2 322 318 36.5 133.7 120.7 +10.8  ered significantly during the year under review.
Reconciliation 0.1 0.1 0.3 0.0 0.5 0.6 (16.7)
K+5 Group 1,533.6 1,058.5 1,061.2 1,340.5 4,993.8 3,573.8 +39.7 In the Salt business segment, both the consolidation of
Share of total revenues (%) 30.7 212 213 26.8 100.0 — - MORTON SALT for the whole year and high sales vol-
umes of de-icing salt in the first and fourth quarters had
a positive impact on revenues. / TAB: 4.6.1
REVENUES BY BUSINESS SEGMENT FIG: 4.6.1
. 5010 2009 The Potash and Magnesium Products business segment
%_ _— again posted the highest revenues of all the x+s GROUP’s
, ) "1 Potash and Magnesium Products 369 30g  businesssegments, accounting forjus't under 37% 9fthe
2 Nitrogen Fertilizers 25.8 o4  total and was followed by Salt and Nitrogen Fertilizers.
E Salt 34.6 284  /FIG:4.6.1
4 Complementary 2.7 34
27\/ __ Business Segments In Europe, we achieved revenues of € 2.6 billion (+38 %).

Thus, this region accounted for approximately 53 % of
total revenues. The acquisition of MORTON SALT con-
tributed to the regional distribution of Group revenues

now being very balanced shared between Europe and
REVENUES BY REGION FIG:46.2  overseas.Revenues in the overseas markets rose by 41%
to a total of € 2.4 billion, equalling 47 % of total revenues.

1 2010 2009

\7 in% / FIG: 4.6.2
3 1 Germany 18.0 18.0
2 Rest of Europe 345 351

2 3 Overseas 47.5 46.9
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CURRENT AND FUTURE DEVELOPMENT OF

EBITDA BY BUSINESS SEGMENT TAB: 4.6.3
ORDERS
Q1/10 Q2/10 Q3/10 Q4/10 2010 2009 %
£ the busi £ th . d in € million
Most of the business of the k+s GROUP is not covered 50 naenesium Products 1715 1399 1000 155.7 5671 3172 +788
by long-term agreements concerning fixed volumes and Nitrogen Fertilizers 173 239 54 158 674 (94.4) _
prices. The small proportion of the backlog of ordersin o4t 1464 56.3 608 106.2 369.7 5003 1846
relation to revenues — for example, less than 10 % at the  complementary Business Segments 79 7.8 5.8 62 277 217 +276
end of the year in the Potash and Magnesium Products ~ Reconciliation’ (10.0) (15.9) (7.7) (23.1) (56.7) (33.0) (71.8)
business segment — is customary in the industry. The = K+SGroup 3331 217.0 164.3 260.8 975.2 411.8 +136.8
business is characterised by long-term customer rela- ~ Shareof total revenues (%) 34.2 223 16.8 26.7 100.0 - -
‘tjonshjps as well as reVolVing framework agreements 1 Expenses and income that cannot be allocated to business segments are recorded separately and shown under ‘Reconciliation’
with nonbinding volume and price indications.
) EBITDA MARGIN FIG: 4.6.3
Thus, the disclosure of the backlog of orders of the k+s
GROUP and its business segments is of no relevance for "% - 10 15 20 25 30 35
assessing the short- and medium-term earnings capacity. S —
2010 5 19.5
2009 G
2008 31.0
DEVELOPMENT OF SELECTED COST TYPES g —
2007 ~ 12.4
2006 13.6

Increased production output and the first-time consoli-

dation of MORTON SALT for the whole year resulted in
an increase in revenues of around 40 % in comparison
DEVELOPMENT OF EARNINGS

to 2009. The two effects also had a significant impact
on the development of total costs. The most important
cost types have developed as follows: At € 1.02 billion,
the personnel expenses of the k+s GROUP increased by
35% against the previous year. Without the provision
effects, the personnel costs rose by 34 % to € 1.03 billion
in comparison to 2009, of which € 149.6 million is attrib-
utable to the consolidation effect due to the acquisition
of MORTON sALT. Raw materials, supplies and purchase

merchandise (material costs), measured in terms of reve-
nues about 25 %, increased by around 27 % to € 1.29 billion
due to consolidation and volume-related effects. Freight
costs, measured in terms of revenues about 15 %, rose
somewhat stronger than revenues due to consolidation
and volume-related effects as well as higher freight rates,
by 51% to € 790.0 million. Energy costs, about 5% of rev-
enues, increased primarily due to volume and consolida-
tion-related effects by 26 % to € 265.8 million.

EARNINGS BEFORE INTEREST, TAXES,
DEPRECIATION AND AMORTISATION (EBITDA)
ROSE SIGNIFICANTLY

During the year under review, earnings before interest,
taxes, depreciation and amortisation (EBITDA) rose by
137 % to € 975.2 million. As the EBITDA is not affected by
depreciation on valuations made within the framework



EBIT | BY BUSINESS SEGMENT TAB: 4.6.4
Ql/10 Q2/10 Q3/10 Q4/10 2010 2009 %

in € million
Potash and Magnesium Products 150.6 119.2 79.4 126.7 4759 2317 +105.4
Nitrogen Fertilizers 14.5 26.0 2.6 126 55.7 (108.1) —
Salt 107.9 21.8 31.8 76.6 2381 140.4 +69.6
Complementary Business Segments 6.4 6.2 43 43 212 15.2 +39.5
Reconciliation (11.7) (17.7) (9.6) (25.0) (64.0) (41.2) (55.3)
K+S Group 267.7 155.5 108.5 195.2 726.9 238.0 +205.4
Share of total revenues (%) 36.8 21.4 14.9 26.9 100.0 — —
1 Expenses and income that cannot be allocated to business segments are recorded separately and shown under ‘Reconciliation®

EBIT MARGIN FIG: 4.6.4
in% ) 10 15 20 25 30
2010 W 14.6
2009 6.7 0 N
2008 28.0
2007 W 8.5
2006 9.4

of purchase price allocations, which have increased sig-
nificantly after the acquisition of MORTON SALT, the
EBITDA Will now be more important in assessing the
operating earnings capacity. / TAB: 4.6.3 /FIG: 4.6.3

OPERATING EARNINGS EBIT | INCREASED
SIGNIFICANTLY

The key control variable of the k+s GROUP, operating
earnings EBIT I, increased by € 488.9 million or 205%
to € 726.9 million (2009: € 238.0 million). This includes
depreciation of € 248.3 million, which increased by
€ 74.5 million in comparison to the previous year. This
increase included € 66.5 million attributable to the con-

solidation effect of MORTON SALT. Depreciation on the
value adjustments to be made within the framework of
purchase price allocation at MORTON SALT amounted to
€ 52.0 million during the year under review.

/ TAB: 4.6.4 /FIG: 4.6.4

/ AN EXPLANATION OF THE TERM ‘PURCHASE PRICE
ALLOCATION’ can be found on page 224.

Operating earnings were particularly impacted by the
following effects: While the Potash and Magnesium
Products and Nitrogen Fertilizers business segments
improved their earnings as a result of the significantly
higher demand for fertilizers throughout 2010, the good
earnings of the Salt business segment can be attrib-
uted both to a positive consolidation effect (€ 68.6 mil-
lion) and an above-average business for de-icing salt in
Europe in the first and fourth quarter.

The balance of expenses and income that cannot be
allocated to the business segments (reconciliation)
amounted to € (64.0) million in the year under review.
In comparison to the figure for the previous year, the rec-
onciliation thus rose by € 22.8 million. This is mainly to be
attributed to the following factors: higher performance-
related remuneration for the Board of Executive Direc-
tors, the Supervisory Board and for employees, non-recur-
rent expenses within the framework of reorganisation
the long-term remuneration components for the Board
of Executive Directors and managers (LTI programme) as
well as consultancy costs, in particular within the frame-
work of the corporate carve-out of compo.



Operating earnings EBIT I include the hedging result
of the respective reporting period actually realised
from the operating derivatives used for the hedging of
planned currency positions (mainly revenues in us dol-
lars) or future translation risks. The hedging result actu-
ally realised corresponds to the exercise value of the
derivative at the day of maturity (difference between
the spot rate and hedged rate), less the premiums paid
in the case of option transactions. The changes in mar-
ket value of the operating forecast hedges still outstand-
ing are, however, only taken into consideration in the
earnings after operating hedging transactions (EBIT 11).

/ A DETAILED EXPLANATION OF THE EARNINGS
OF THE INDIVIDUAL BUSINESS SEGMENTS can be found
on pages 122 et seqq.

DEVELOPMENT OF OTHER KEY ITEMS OF THE
INCOME STATEMENT

AT 38 %, GROSS MARGIN SIGNIFICANTLY HIGHER
THAN A YEAR AGO

In 2010, revenues rose by 40 %. As cost of sales only rose
by 31%, the gross margin improved to 38 % after hav-
ing been 34 % in the previous year. It proved possible to
more than make up for the cost increases described on
page 109. through the volume-related increases in rev-
enues of all business segments. A decisive factor in this
was the fixed cost degression that is customary in the
mining industry.

SELLING EXPENSES SIGNIFICANTLY HIGHER DUE
TO VOLUME EFFECTS

The selling expenses of the K+s GROUP rose by € 259.4
million or 36% to € 971.9 million in the year under
review; € 116.5 million was attributable to the inclusion
of MORTON SALT for the full year. Freight outward, which
accounts for more than one half of selling expenses,
increased by 61% to € 571.7 million during the period
under review because of a higher transport volume and
higher freight rates. The other costs for sales personnel,
marketing and supply chain management amounted
to € 400.2 million in the year under review (2009: € 326.8
million). Therein, a medium double-digit million euro
amount spent on advertising in the form of press adver-
tisements, brochures, Tv and radio commercials, trade
fairs, product launches etc. is included. The majority of
these costs are incurred in the Salt and Potash and Mag-
nesium Products business segments and at compo.

GENERAL AND ADMINISTRATIVE EXPENSES
HIGHER DUE TO CONSOLIDATION FACTORS

In 2010, general and administrative expenses rose by
€ 60.5 million or 49% to € 183.6 million. A large part of
this increase can be attributed to the first-time consoli-
dation of MORTON sALT for the whole year (€ 36.2 mil-
lion) as well as to the increased performance-related
remuneration as a result of higher earnings.

OTHER OPERATING INCOME AND EXPENSES
ALMOST EQUAL

In 2010, the balance for other operating income and
expenses came to € (2.9) million after having been
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€ (98.7) million in the previous year. The improvement
can mainly be attributed to the disappearance of non-
periodic subsequent charges in the Nitrogen Fertilizers
business segment, lower allocations to provisions for
semi-retirement employment due to the expiry of the
statutory regulations and positive non-recurrent effects
in the area of provisions in the Salt business segment.

INCOME FROM INVESTMENTS,

NET AT € 4.8 MILLION

In 2010, at € 4.8 million, net income from investments
was above the level of the previous year (2009: € 0.9
million). This can be attributed to higher investment
income and lower value adjustments to investment car-
rying amounts.

EARNINGS AFTER OPERATING HEDGING TRANS-
ACTIONS EBIT Il SIGNIFICANTLY HIGHER

Earnings after operating hedging transactions EBIT II
achieved € 731.5 million during the year under review,
having been € 241.9 million in the previous year. EBIT 11
benefited from earnings effects resulting from operat-
ing forecast hedges of € 4.6 million (2009: € +3.9 mil-
lion). This amount corresponds to that part of the earn-
ings from operating forecast hedges which was not yet
recorded as realised earnings in EBIT 1.

Under 1FRs, changes in market value from hedging
transactions have to be reported in the income state-
ment. EBIT 1I includes all earnings arising from operat-
ing hedging transactions, i.e. both valuation effects as at

111



the reporting date and earnings from realised operating
hedging derivatives. Hedging transactions of the finan-
cial sector are shown in the financial result.

FINANCIAL RESULT BURDENED BY
NON-RECURRENT EFFECTS

The financial result consists of net interest income
and other financial result. At € (126.6) million (2009:
€ (57.0) million), net interest income deteriorated in 2010.
In addition to higher interest expenses as a result of
financing the acquisition of MORTON SALT, there were
one-off expenses in the amount of € 20.3 million due to
the restructuring of our financial liabilities. Furthermore,
non-cash unplanned interest expenses for provisions for
mining obligations of € 23.0 million arose. These resulted
from a necessary lowering of the average weighted dis-
count rate for provisions for mining obligations of the
K+S GROUP from 5.6 to 4.7% in line with the signifi-
cantly lower long-term interest level during the course
of the year which has been necessary due to 1Frs rules.
Against this backdrop, non-cash interest expenses for
provisions for mining obligations rose to a total of € 44.4
million in comparison to € 8.6 million in the year 2009,
which additionally had benefited from a non-recurrent
release of a provision. Non-cash interest expenses for
pension provisions came to € 7.6 million and were thus
at the level of 2009. Other financial result improved by
€ 61.5 million to € 3.1 million in the year under review.
This was mainly attributable to there no longer being
any negative extraordinary effects arising from the
hedging transactions used for hedging the acquisition

COMPUTATION OF THE ADJUSTED GROUP EARNINGS TAB: 4.6.5
2010 2009
in € million
Group earnings after taxes and minority interests 448.6 96.4
Result from operating forecast hedges +17.6 +35.9
Realised earnings from operating forecast hedges (22.2) (39.8)
Elimination of resulting deferred respectively cash taxes +13 +11
Adjusted Group earnings after taxes and minority interests 445.3 93.6
RETURN ON REVENUES FIG: 4.6.5
in% 5 10 15 20 25
2010 - 8.9
2009 2.6 W
2008 20.4
2007 N 5.2
2006 vV 6.0
GROUP EARNINGS AND EARNINGS PER SHARE TAB: 4.6.6
Q1/10 Q2/10 Q3/10 Q4/10 2010 2009 %
in € million
Group earnings 1723 763 76.8 1232 448.6 96.4 +365.4
Earnings per share (€) 0.90 0.40 0.40 0.64 234 0.58 +303.5
Average number of shares 191.23 191.33 191.40 191.40 191.34 166.15 +15.2
Group earnings, adjusted 175.8 97.5 404 131.6 4453 93.6 +375.7
Earnings per share, adjusted (€) 0.92 0.51 0.21 0.69 233 0.56 +316.1




price of MORTON SALT in 2009. Overall, the financial
result was € (123.5) million after having been € (115.4)
million in the previous year.

EARNINGS BEFORE TAXES AND ADJUSTED
EARNINGS BEFORE TAXES ALMOST INCREASED
FIVE TIMES

Earnings before taxes amounted to € 608.0 million for
the year under review. If the earnings are adjusted for
the earnings from operating forecast hedges which
have not yet been recorded as realised earnings in EBIT I
(€ 4.6 million), adjusted earnings before taxes amount to
€ 603.4 million. This financial indicator thus increased by
€ 480.8 million year on year.

GROUP EARNINGS AND ADJUSTED GROUP
EARNINGS AFTER TAXES INCREASED SHARPLY
Group earnings after taxes and minority interests for
the year under review were € 448.6 million (2009: € 96.4
million). The anticipated income tax expense was cal-
culated based on a domestic Group income tax rate of
28.2 % (previous year: 27.9 %).

Tax expense totalling € 158.6 million was incurred in
2010 (2009: € 29.6 million); this amount comprised a
deferred and thus non-cash tax income of € 20.6 million
(2009: tax income of € 8.7 million).

For reasons of comparison we additionally report
adjusted Group earnings, which only contain the result
actually realised on operating forecast hedges of the
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MULTIPERIOD OVERVIEW OF MARGIN AND YIELD KEY FIGURES TAB: 4.6.7
2010 2009 2008 2007 2006

Figures in %
EBITDA Margin 19.5 11.5 31.0 12.4 13.6
EBIT Margin 14.6 6.7 28.0 8.5 9.4
Return on revenues 8.9 2.6 204 52 6.0"
Return on equity after taxes 187 8.4 68.6 16.1 17.77
Return on total investment 14.7 6.9 449 11.0 123
Return on Capital Employed (ROCE) 20.9 9.3 64.0 15.5 17.4

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

respective reporting period. Market value changes of the
still outstanding operating forecast hedges are not taken
into consideration here, so that the adjusted Group earn-
ings reflect the result free from market value changes of
these derivatives on the balance sheet date. Furthermore,
the effects resulting from the adjustment on deferred and
cash taxes are also eliminated. The calculation of adjusted
Group earnings is shown in table 4.6.5. / TAB: 4.6.5

At € 445.3 million, adjusted Group earnings exceeded
the previous year’s figure by € 351.7 million (2009: € 93.6
million). The main reason for this were the far higher
operating earnings. The adjusted Group tax ratio was
thus 26.2 % in the year under review, after having been
23.6 % in the previous year. / FIG: 4.6.5

ADJUSTED EARNINGS PER SHARE AMOUNT TO
€ 2.33 (2009: € 0.56)

For the year under review, adjusted earnings per share

amounted to € 2.33 and were roughly four times higher
than the figure for the previous year of € 0.56. They were
computed on the basis of an average number of 191.34
million no-par value shares outstanding (previous year:
166.15 million no-par value shares). / TAB: 4.6.6

We held no shares of our own as of 31 December 2010.
At the end of the year, the total number of shares out-
standing of the k+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 result-
ing in the dilution of earnings per share exist in the
case of x+s at the present time, undiluted earnings per
share correspond to diluted earnings per share. Neither
discontinued operations nor changes in accounting
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treatment had to be taken account of separately in the
earnings per share.

KEY FIGURES ON EARNINGS POSITION

The margin key figures were significantly better than
those of the previous year. The earnings before deprecia-
tion, interest and taxes of € 975.2 million resulted in an
EBITDA margin of 19.5% (2009: 11.5%), the EBIT margin
reached 14.6 % after 6.7% in 2009. At 8.9 %, the return on
revenues was also significantly higher than the figure
for the previous year of 2.6 %.

/ DEFINITIONS OF THE KEY FIGURES used can be found in the
Glossary on pages 222 et seqq.

In the year under review, against a backdrop of an
accompanying increase in tied-up capital, substantially
higher contributions to earnings resulted in significantly
higher yield figures: In the reporting year, our return on
equity after taxes amounted to 18.7% (2009: 8.4 %) and
the return on total investment to 14.7 % (2009: 6.9 %). The
return on capital employed (ROCE), which we pay par-
ticular attention to, was 20.9 % for the year under review
compared with 9.3 % in the same period last year. It is
thus far above our cost of capital of about 9.5% before
taxes,i.e.the k+s GROUP created added value of € 397.0
million during the past financial year. / TAB: 4.6.7

/ A DETAILED EXPLANATION OF THE FINANCIAL PERFOR-
MANCE KEY FIGURES can be found on pages 91 et seq.

KEY FIGURES FOR THE MANAGEMENT OF THE CAPITAL STRUCTURE TAB: 4.7.1
Target

corridor 2010 2009 2008 2007 2006

Net indebtedness/EBITDA 10to15 0.8 2.4 0.4 2.6 1.8

Net indebtedness /Equity (%) 50 to 100 276 64.5 332 116.4 63.9

Equity ratio (%) 35to45 47.6 40.1 49.5 314 39.7

4.7 FINANCIAL POSITION

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

FINANCIAL MANAGEMENT IS CONTROLLED

CENTRALLY

The overriding goals of the financial management of the

K+S GROUP include:

+ securing liquidity and controlling it efficiently across
the Group,

+ maintaining and optimising the financial capacity 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
optimise the financial capacity of the Group, we aim to
achieve a situation where the x+s GrRoUP has a capi-
tal structure in the long term, which is oriented to the

usual criteria and indicators for an “investment grade”
rating. Within the possibilities provided by the aimed-
for level of creditworthiness, we intend to optimise the
cost of capital for borrowed capital and for equity. The
management of the capital structure is undertaken on
the basis of the key figures shown in table 4.7.1.

/ TAB: 4.1.1

Against the backdrop of the significant increase in earn-
ings and the reduction in net indebtedness, it proved
possible to again achieve the targets set for the key fig-
ures for the management of the capital structure and
even exceed them as of 31 December 2010. In view of the
upcoming investments in the Werra package of mea-
sures as well as the expansion of our potash capacities
in Canada (acquisition of PoTasH oNE), this solid capi-
tal structure provides a very good starting point for the
further development of the k+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-



POTASH AND MAGNESIUM PRODUCTS BUSINESS SEGMENT TAB: 4.7.2
2009 Q1/10 Q2/10 Q3/10 Q4/10 2010
USD/EUR exchange rate after premiums 1.48 1.39 1.29 133 1.39 135
Average USD/EUR spot rate 1.39 1.38 1.27 1.29 1.36 1.33
EQUITY AND LIABILITIES FIG:4.7.1
in % 20 40 60 80 100
= 476 N 344 18.0
2010 -
40.1 42.9 17.0
2009 w Wy .
Equity Non-current debt Current debt

rated banks and are spread across several banks so as to
reduce the risk of default.

FOREIGN CURRENCY HEDGING SYSTEM

Exchange rate fluctuations between the euro and the
national currencies relevant to our business can lead
to the value of the service performed not matching
the value of the consideration received in transactions,
because expenditure and income arise in different cur-
rencies (transaction risks). Exchange rate fluctuations,
especially in relation to the us dollar, play an impor-
tant role for the Potash and Magnesium Products busi-
ness segment. For these transaction risks, options and,

in some cases, also futures are concluded for the time
the revenues are expected to arise (plan hedging). The
Us dollar receivables that arise after billing are then, less
expected Us dollar expenditure, hedged for the agreed
time of the incoming payment via futures (bill hedging).
In the Salt business segment, currency risks normally
result from the translation of the earnings achieved
by MORTON saLT and spL, which are predominantly
denominated in Us dollars, into the Group currency,
which is the euro. Analogous to the hedging strategy
for the Potash and Magnesium Products business seg-
ment, options and, in some cases, futures are concluded
in relation to these translation risks (plan hedging).
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The derivatives used are a mix of options and futures.
A worst case is therefore hedged, but at the same time,
opportunities are created for part of the operating fore-
cast hedges to participate in a better price performance.

For 2010, the price realised by the Potash and Magne-
sium Products business segment was 1.35 USD/EUR
including costs, and the realised price for the Salt busi-
ness segment was 1.39 USD/EUR. / TAB: 4.7.2

FINANCING ANALYSIS

The k+s GROUP has a strong financial basis as well as a
high potential for operating earnings. Both these factors
mean that we are able to respond flexibly to investment
and acquisition opportunities if they make sense strate-
gically and satisfy our profitability criteria.

SOLID FINANCING STRUCTURE

In comparison to the end of 2009, the financing struc-
ture of the x+s GrROUP has significantly improved: As
of 31 December 2010, a good 80 % of the financing of the
K+S GROUP results from equity and non-current debt,
which itself consists of bond payables and provisions.
Furthermore, there are sufficient financing possibilities
available at banks, which, if need be, offer us additional
borrowing. / FIG: 4.7.1

Equity increased mainly due to earnings-related effects
and the equity ratio rose from 40.1 to 47.6 % of the



MULTIPERIOD OVERVIEW OF FINANCIAL POSITION TAB: 4.7.3
2010 2009 2008 2007 2006

in € million
Equity 2,651.6 2,094.6 1,718.3 931.8 1,1243
Equity ratio (%) 476 40.1 49.5 314 39.7
Non-current debt 1,919.1 2,235.7 756.4 1,004.2 822.1
Current debt 1,003.0 886.8 999.1 1,028.8 844.5
Non-current provisions as share of balance sheet (%) 15.5 16.0 16.4 20.5 20.9
Financial liabilities 786.6 1,266.9 266.4 688.3 370.7
Net financial liabilities 38.2 737.8 98.6 600.8 251.8
Net indebtedness’ 732.5 1,351.3 570.0 1,085.1 7183
Level of indebtedness | (%) 29.7 60.5 15.5 739 33.0
Level of indebtedness 11 (%) 283 64.5 33.2 116.4 63.9
Working Capital 959.4 970.5 962.3 570.6 603.1
Cash flow from operating activities? 863.1 4999 844.6 258.7 2276
Free cash flow before acquisitions /divestments? 672.9 3309 674.5 115.3 155.6
Cash flow for/from financing activities (454.2) 1,168.1 (318.0) 81.7 170.9

' Without cash invested with or received from affiliated companies.

2 Adjusted for the change in the tie-up of funds for premium payments for hedging transactions.

balance sheet total. Due to lower financial liabilities, the
proportion of non-current debt including non-current
provisions declined to 34.4 % of the balance sheet total
(31 December 2009:42.9 %). The proportion of the current
debt remained almost stable at 18.0 %.

/ FURTHER DETAILS OF THE CHANGE IN INDIVIDUAL BALANCE
SHEET ITEMS can be found in the Notes on pages 164 and 190.

As of 31 December 2010, the K+s GROUP’s debt consisted
of approx. 40 % provisions, just under 27 % financial lia-
bilities, around 18 % accounts payable trade, and 12 %

tax liabilities from income tax and deferred taxes. The
main non-current provisions of the Kk+s GROUP are pro-
visions for mining obligations (€ 528.4 million) as well
as for pensions and similar obligations (€ 184.8 million).
As of 31 December 2010, financial liabilities amounted
to € 786.6 million, of which only € 17.5 million was clas-
sified as current.

Financial liabilities in foreign currencies are predom-
inantly denominated in Us dollar. As at 31 December
2010, they totalled € 19.0 million. Additionally, financial

liabilities in Canadian dollar (€ 5.6 million) as well as
Chilean peso (€ 10.3 million) existed. / TAB: 4.7.3

A LOW MARKET INTEREST RATE LEVEL RESULTED
IN ADJUSTMENTS TO THE DISCOUNT FACTOR

FOR PROVISIONS

The actuarial measurement of pension provisions is per-
formed applying the projected unit credit method in
accordance with 1as 19. The average weighted discount
factor for pensions and similar obligations as of 31 Decem-
ber 2010 was 5.1 after 5.7% in the previous year. The aver-
age weighted discount factor for provisions for mining
obligations as of 31 December 2010 fell from 5.6 to 4.7%.

The lowering of the discount rates took place in line
with the significant drop in the long-term interest rates
that occurred in 2010. While this resulted in a non-cash
increase in interest expense for provisions for mining
obligations (€ 23.0 million), the lowering of the discount
rate for pensions and similar obligations due to the cor-
ridor method applied under 1¥rs had effects neither on
the interest expense nor on equity.

A change in the level of market interest rates in 2011
would first of all impact on the measurement of provi-
sions for mining obligations. In this case, an increase in
the discount factor of one percentage point would result
in a reduction of the carrying amount by about € 85 mil-
lion. Conversely, a reduction in the discount factor of one
percentage point would result in provisions for mining
obligations to rise by about € 142 million.



CAPITAL EXPENDITURE BY BUSINESS SEGMENT TAB: 4.7.4
Q1/10 Q2/10 Q3/10 Q4/10 2010 2009 %

in € million

Potash and Magnesium Products 12.3 14.6 237 46.3 96.9 107.4 (9.8)
Nitrogen Fertilizers 2.5 24 2.8 5.2 129 112 +15.2

Salt 111 14.9 15.7 373 79.0 48.0 +64.6

Complementary Business Segments 0.4 14 19 0.5 42 46 (8.7)
Other capital expenditure 1.0 11 14 4.5 8.0 6.4 +25.0

K+S Group 27.3 34.4 45.5 93.8 201.0 177.6 +13.2

Share of capital expenditure (%) 136 171 226 46.7 100.0 — -

It is important to note in this regard that the aforemen-
tioned changes in provisions resulting from a change
in the discount rate do not result in a corresponding
impact on earnings. The adjustments on the basis of
the change in assessment parameters under the provi-
sions of 1FRIC 1 must be carried out for a material part
of the provisions for mining obligations. Thus, a balance
sheet reduction or extension would inevitably result for
the corresponding items of the provisions. Furthermore,
effects arising from the adjustment of other assessment
parameters (e.g. the rate of inflation) can counteract the
effect of a change in the discount rate. A change in the
level of market interest rates would also impact on the
amount of the pension obligations, but this would not,
however, entail any changes to the carrying amount
because of the use of the corridor method (1as 19).

SIGNIFICANCE 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 operating
leases in respect of, for example, IT equipment and vehi-
cles and the extent of them has no material bearing on
the economic position of the Group.

CAPITAL EXPENDITURE ANALYSIS

In 2010, the k+s GROUP invested a total of € 201.0 million, of
which € 49.2 million was accounted for by MORTON SALT.
Adjusted for the effect of the consolidation of MORTON
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SALT (€ 24.8 million), the volume of capital expenditure
was at about the same level as the previous year. In the
2009 Financial Report, we had reckoned with capital
expenditure of € 260 million for 2010. In the H1/10 Half-
yearly Financial Report, we revised this forecast down-
ward initially by € so million, and then in the @3 /10 Quar-
terly Financial Report by a further € 10 million to about
€ 200 million. The volume of capital expenditure, which
was lower than expected at the beginning of the year, can
be attributed to the delays in investment projects, and
mainly also in the realisation of the package of measures
on water protection on the basis of the still outstanding
agreement between k+s and the federal states of Hesse
and Thuringia pursuant to the public law agreement. A
certain degree of seasonality is evident for capital expen-
diture; investment undertakings are largely implemented
predominantly in the third and fourth quarters, since we
use the pauses in production that arise then to imple-
ment larger-scale investment undertakings. / TAB: 4.7.4

At the end of the year, there were capital expenditure
obligations totalling € s9.8 million, which relate to as
yet uncompleted investment undertakings from 2010.

Of the investments made, € 145.5 million or a good 72 %
was accounted for by measures relating to replacing and
ensuring production. This was significantly less than the
depreciation of € 248.3 million. / FIG: 4.7.2



CAPITAL EXPENDITURE COMPARED WITH DEPRECIATION

AND CASH FLOW FROM OPERATING ACTIVITIES FIG:4.7.2
in € million 2N0 400 600 800 1,000
B 201.0
2483
2010 A 863.1
177.6
28
2009 499.9
197.5
141.7
2008 - 844,6
171.6
130.5
2007 . B 258.7 -y
130.5
107.1
2006 - 227.6
Capital expenditure? Depreciation’ Cash flow from operating activities
' Cash-effective investments in and depreciations on property, plant and equipment, intangible assets
2 Adjusted for the tie-up of funds for premium payments for hedging transactions.
CASH FLOW REVIEW TAB: 4.7.5
Q1l/10 Q2/10 Q3/10 Q4/10 2010 2009 %
in € million
Gross cash flow 321.2 181.6 81.1 246.3 830.2 3239 +156.3
Cash flow from operating activities 364.9 258.4 100.4 133.8 857.5 534.8 +60.3
Cash flow for investing activities (28.0) (33.0) (46.3) (82.9) (190.2) (1,345.9) +85.9
—of which acquisitions /divestments - — — - — (1,176.9) -
Free cash flow 336.9 225.4 54.1 50.9 667.3 (811.1) —
Free cash flow before
acquisitions /divestments 336.9 225.4 54.1 50.9 667.3 365.8 +82.4
Share of total free cash flow (%) 50.5 33.8 8.1 7.6 100.0 — -
Cash flow for/from financing activities (366.6) (72.1) 1.6 (17.1) (454.2) 1,168.1 -
Change in cash and cash equivalents (21.8) +162.1 +44.4 +35.8 +220.5 +359.6 (38.7)

POTASH AND MAGNESIUM PRODUCTS BUSINESS
SEGMENT

At € 96.9 million, capital expenditure in the Potash and
Magnesium Products business segment was down € 10.5
million on the previous year due to delays in investment
projects. The focus was on energy projects at the Zielitz
and Wintershall sites, projects to reduce solid and liquid
residues at the Neuhof-Ellers site as well as projects to
improve the exploitation of raw materials and optimise
processes. Measures relating to replacing and ensuring
production account for about three quarters of the capi-
tal expenditure.

NITROGEN FERTILIZERS BUSINESS SEGMENT

In the year under review, we invested € 12.9 million in
the Nitrogen Fertilizers business segment or about € 1.7
million more than in 2009. The largest project was the
construction of the third facility for coated fertilizers
in Krefeld. Measures relating to replacing and ensur-
ing production accounted for about half of the capital
expenditure. Moreover, we invested in projects in the
area of plant protection, which we carry out in collabo-
ration with SYNGENTA.

SALT BUSINESS SEGMENT

In 2010, a total of € 79.0 million was invested in the Salt
business segment of which € 49.2 million was accounted
for by MORTON sALT. Adjusted for the effect of the con-
solidation of MORTON SALT in the first nine months
(€ 24.8 million), the volume of capital expenditure
rose by € 6.2 million. The main projects included the



modernisation of a shaft winding engine at the Borth
site, the replacement of the de-icing salt loading facil-
ity at the Braunschweig-Lineburg site, the refurbish-
ment of a loading terminal on the Bahamas, the instal-
lation of higher-performance crystallisation facilities at
the Grand Saline site in Texas, as well as expenses for
the extension of the useful life of a part of the fleet of
ships at EMPREMAR. Measures relating to replacing and
ensuring production account for just under 8o % of the
volume of capital expenditure.

COMPLEMENTARY BUSINESS SEGMENTS

The capital expenditure of the Complementary Business
Segments was € 4.2 million in the year under review and
thus € 0.4 million lower than the level of the previous
year. In the Waste Management and Recycling as well
as Animal Hygiene Products business areas, measures
relating to replacing and ensuring production were the
main focus. In Logistics, capital expenditure related to
the completion of the container terminal for combined
traffic at the Werra location. Altogether, around a good
third of the capital expenditure applied to measures
relating to expansion.

LIQUIDITY ANALYSIS

Gross cash flow reached € 830.2 million in the year under
review. It was thus € 506.3 million up on the figure for
the previous year (2009: € 323.9 million) mainly due to
significantly increased operating earnings. / TAB: 4.7.5

The cash flow from operating activities reached € 857.5
million after having been € 534.8 million a year earlier.
This increase of € 322.7 million was lower than in the
case of the gross cash flow. After the inventories had
decreased significantly in the previous year partly due
to value adjustments in the Nitrogen Fertilizers busi-
ness segment, in the year under review, there was a
slight increase in the inventories of the Salt business
segment. The effects of rising receivables and liabilities
from the revival of the operating business almost com-
pletely offset each other.

Cash flow for investing activities amounted to € (190.2)
million in 2010 and was thus substantially below the
level of the previous year (2009: € (1,345.9) million). The
period in the previous year had included the purchase
price payment for the acquisition of MORTON SALT
(€ (1,089.0) million) as well as disbursements for the
associated exchange rate hedging (€ (87.9) million). If
the cash flow for investment activities of the previous
year is adjusted for these payments, the figure for the
year under review would be above the level of the previ-
ous year due to higher disbursements for capital expen-
diture on property, plant and equipment and intangible
assets (€ (169.0) million).

Free cash flow before acquisitions/divestitures reached
€ 667.3 million in the period under review, after having
been €365.8 million in the previous year.

In the reporting year, cash flow for financing activities
amounted to € (454.2) million and primarily relates to
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the settlement of financial liabilities of € 411.6 million. In
the previous year, the cash flow from financing activities
stood at € 1,168.1 million and principally comprised pro-
ceeds from the issuance of a bond and equity contribu-
tions from the capital increase carried out in December
2009. At year-end 2010, cash and cash equivalents were
€ 740.6 million (2009: € 520.1 million).

ANALYSIS OF ASSET STRUCTURE

The x+s GrROUP balance sheet total rose by 6.8% to
€ 5,573.7 million as of 31 December 2010. This was pri-
marily due to the increase in cash and cash equivalents,
receivables and inventories. At 53:47, the ratio of non-
current to current assets is still regarded as very bal-
anced. At the end of 2010, cash and cash equivalents
totalled € 748.4 million (previous year: € 529.1 million).
After the inclusion of cash and cash equivalents, the
provisions for pensions and for mining obligations (€
184.8 million and € 528.4 million respectively) as well as
financial liabilities (€ 786.6 million) and taking into con-
sideration, reimbursement claims in connection with a
bond at MORTON sALT of € 18.9 million, K+s GROUP net
indebtedness at the end of the year amounted to € 732.5
million (previous year: € 1,351.3 million). The decline can
be attributed to the strong free cash flow, which resulted



in an increase in cash and cash equivalents and was
used for the reduction of financial liabilities.
/ TAB: 4.8.1 / FIG: 4.8.1

/ DEFINITIONS OF THE MARGIN AND RETURN KEY
FIGURES USED can be found in the section ‘Further information’
on page 221.

EARMARKED PLAN ASSETS

In 2005, we started on the out-financing of obligations
for pensions and semi-retirement through a Contractual
Trust Arrangement (cTa) model. By making allocations
to the cTa model, the corresponding financial resources

MULTIPERIOD OVERVIEW OF NET ASSET POSITION TAB: 4.8.1
2010 2009 2008 2007 2006
in € million
Property, plant and equipment, intangible assets 2,803.3 2,658.0 1,4235 1,297.3 1,271.7
Financial assets and non-current securities 241 224 223 54.9 61.5
Cash and cash equivalents and current securities 748.4 529.1 167.8 531 79.6
Net financial liabilities 193 737.8 (98.6) 600.8 251.8
Net indebtedness’ 732.5 1,351.3 570.0 1,085.1 7183
Equity/fixed assets ratio | (%) 93.8 78.2 1199 85.6 824
Equity/fixed assets ratio |1 (%) 161.8 161.7 1719 162.1 146.2
Liquidity ratio | (%) 74.6 59.7 16.7 4.8 9.0
Liquidity ratio Il (%) 186.7 1726 1217 108.8 1191
Liquidity ratio 111 (%) 2629 252.7 192.8 148.2 162.2
1 Without cash invested with or received from affiliated companies and including non-current provisions for pensions and for mining obligations.
ASSETS FIG: 4.8.1
in% 20 60 80 100
- 52.7 473
2010
57.0 43.0
2009

Non-current assets Current assets

are earmarked for the purpose of settling pension obli-
gations and early retirement arrangements. The same
applies to plan assets, which are earmarked for financ-
ing the pension obligations of MORTON SALT. In accor-
dance with 1FRrs, the balance sheet items are recorded
on a net basis. The funds earmarked in connection with
personnel obligations increased by € 33.5 million to a
total of € 272.1 million as a result of higher returns from
plan assets as well as positive exchange rate effects.
Information about the composition of these plan assets
as well as the external financing undertaken in 2010 can
be found in the consolidated Notes under note (24) Pro-
visions for pensions and similar obligations as well as
under note (26) Non-current obligations to employees.

OFF-BALANCE SHEET ASSETS

As at 31 December 2010, other financial obligations
totalled € 141.8 million (2009: € 130.7 million) and con-
cern both obligations arising from as yet uncompleted
capital expenditure projects as well as from operating
leases for items of factory and office equipment (e.g.
printers, photocopiers and 1T peripherals). In addition,
vehicles are also leased. Due to the chosen contractual
structures, these items are not to be carried under fixed
assets on the balance sheet. Information about other
intangible, unrecognised assets in the sense of customer
and supplier relationships as well as organisational and
procedural advantages can be found in our Corporate /
Sustainability Report on pages 69 et seq., 89 et seq. and



123 et seq. Investors and capital market relationships are
explained in the section ‘x+s on the Capital Market’ on
pages 17 et seqq.

COMMENTS ON ACQUISITION AND
DISPOSAL OF COMPANIES

No acquisitions or disposals of companies were under-
taken during the year under review. In line with our
strategy, we want to grow externally in our established
business sectors, also through acquisitions and coop-
erations. In doing so, we will not jeopardise the strong
financial base of the x+s GrouP and will continue to
proceed prudently.

In November 2010, we made a friendly takeover bid to
the shareholders of the Canadian company POTASH ONE
for the acquisition of all shares at a price of CAN$ 4.50
per share. On 7 February 2011, we announced that the
tender ratio increased to 90.9 %. As the bid was accepted
by more than 90 % of the poTASH ONE shareholders,
the remaining POTASH ONE shares outstanding will be
acquired by means of a compulsory acquisition within
the framework of the Canada Business Corporations Act.
The acquisition should be completed by mid-May 2011.

/ FURTHER INFORMATION CAN BE FOUND IN THE SUBSE-
QUENT EVENTS on page 145.

4.9 GENERAL STATEMENT
ON THE CURRENT ECONOMIC
SITUATION

ASSESSMENT OF THE ECONOMIC SITUATION
BY THE BOARD OF DIRECTORS

The broad product, sector and customer portfolio of the
K+S GROUP is so diversified that critical developments of
individual customer groups in respect of the profitabil-
ity of the x+s GROUP as a whole can be cushioned. The
acquisition of MORTON sALT has further improved our
portfolio, not least in terms of its regional strengths. The
recent acquisition of PoTaAsH ONE in Canada will fur-
thermore enable us to invest in low-cost deposits that
are rich in raw materials, to increase our potash capaci-
ties, to prolong the average lifetime of our mines and to
participate in market growth over the medium to long
term. Moreover, we have a solid financial basis, which
allows us to act flexibly, even in times of crisis.

Currently, both the demand for and the price level of
mineral fertilizers are growing all around the world.
In the current year, the salt business too will probably
profit again from above-average demand for de-icing
salt. As regards the development of the business in 2011,
from today’s perspective, we therefore anticipate a tan-
gible increase in revenues. As the expected rise in costs
will probably lag behind the increase in revenues, we
even see good opportunities for a significant increase
both for operating earnings EBIT I and for Group earn-
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4.9 GENERAL STATEMENT ON THE CURRENT ECONOMIC SITUATION

ings in comparison with the corresponding figures for
the previous year.

In the medium to long term, the k+s GroUP is well posi-
tioned to exploit important global megatrends, such as
a growing world population, rising living standards,
increasing meat consumption in the emerging market
countries and the associated increase in the demand for
feed as well as growing demand for biofuels. However,
we do not seek growth as an end in itself, but also seek
to create values.

USE OF ALLOWED ALTERNATIVE
ACCOUNTING TREATMENT

Off-balance sheet financing instruments in the sense of
the sale of receivables, asset-backed securities, sale and
lease back transactions, factoring or contingent liabili-
ties in relation to special purpose entities not consoli-
dated only exist to a negligible extent. Further informa-
tion on the use of allowed alternative accounting treat-
ment can be found in the Notes on pages 177 et seqq.
The effects of a change in the level of market interest
rates on the valuation of provisions are described on
pages 116 et seq.

1 As of 1 March 201
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POTASH AND MAGNESIUM PRODUCTS
BUSINESS SEGMENT

/ A DESCRIPTION OF THE MARKET ENVIRONMENT IN THE
FERTILIZER BUSINESS SECTOR can be found on pages 103 et seq.
in the ‘Industry-specific conditions’ section.

AT € 1,844.7 MILLION, REVENUES RISE 30%
YEAR ON YEAR

In financial year 2010, the revenues of the business seg-
ment increased by 30% or € 423.0 million to € 1,844.7
million. This was primarily attributable to significantly
higher sales volumes, which were able to more than
make up for a decline in the average price. In Europe,

declined significantly less than in Europe in the pre-
vious year. Overall in 2010, sales volumes stood at 6.99
million tonnes and were thus 61% above the level of the
previous year (2009: 4.35 million tonnes).

/ TAB: 4.10.1, 4.10.2, 4.10.3

As aresult of the substantially stronger increase in sales
volumes in Europe, the proportion of the revenues gen-
erated in Europe increased from 44 % in the previous
year to 56 %. This revenue share is largely free of any
direct foreign exchange risk. As for the revenues gener-
ated overseas, we were able to benefit from the increase
in the us dollar spot rate during the year. / FiG: 4.10.1

During the year under review, revenues for potassium
chloride — our most significant product in terms of vol-
ume —rose by € 215.3 million or about 32 % to € 879.8 mil-
lion. The sharp increase in volume was able to more than
make up for negative price effects. While overseas reve-
nues remained almost stable (+1%), revenues in Europe
increased by more than 170 %. In Europe, the sales volume
of potassium chloride was 1.13 million tonnes and thus
increased by 260 %. Overseas sales amounted to 1.96 mil-
lion tonnes and thus were 17 % up on the previous year.

In the case of fertilizer specialities, we achieved revenues
of € 700.1 million during the past financial year, which

DEVELOPMENT OF REVENUES, SALES VOLUMES AND AVERAGE PRICES BY REGION ! TAB: 4.10.3
it proved possible to increase sales volumes by 109 %.
Q1l/10 Q2/10 Q3/10 Q4/10 2010 2009 %
Overseas, sales volumes rose by 24 %, after they had 4 . i 4 2
Revenues € million 498.4 463.5 417.8 465.0 1,844.7 1,421.7 +29.8
Europe € million 316.6 2334 224.8 248.4 1,023.1 624.2 +63.9
VARIANCE ANALYSIS TAB: 4.10.1 uss
Overseas million 250.5 2924 249.2 2943 1,086.4 1,116.3 (2.7)
2010
in% teff.
- Volumes million 1.94 173 1.58 1.74 6.99 4.35 +60.7
Change in revenues +29.8
teff.
volume /structure 471 Europe million 126 0.89 083 0.94 392 188  +1086
prices/price-related (19.7) teff
exchange rates +2.4 Overseas million 0.68 0.84 0.75 0.80 3.07 2.47 +24.2
consolidation —
Average Prices €/teff. 256.2 268.7 265.8 266.6 264.1 327.1 (19.3)
Potassium chloride +324 Europe €/teff. 250.6 262.5 273.2 263.5 2611 3323 (21.4)
Fertilizer specialities +51.9 Overseas UsS/teff. 367.5 350.0 3326 367.0 3541 452.0 (21.7)
Industrial products (10‘7) 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.
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were thus just under 52 % higher than in the previous POTASH AND MAGNESIUM PRODUCTS BUSINESS SEGMENT TAB: 4.10.2
year (2009: € 460.8 million). The decisive factor in this
oo . . Q1/10 Q2/10 Q3/10 Q4/10 2010 2009 %
product group too were significant increases in sales il
In€ milfion
volumes, which were able to more than make up for o - 498.4 4635 4178 4650 18447 14217 12938
negative price effects. Revenues in Europe increased by Earnings before interest, taxes,
almost 89 % and by 49 overseas. The European sales vol-  depreciation and amortisation (EBITDA) 1715 1399 100.0 155.7 567.1 317.2 +78.8
ume reached 2.12 million tonnes (+118 %). At 0.91 million Operating earnings (EBIT 1) 150.6 119.2 79.4 126.7 475.9 2317 +105.4
tonnes, the volume of overseas sales was 43 % higher Capital expenditure 123 146 237 46.3 96.9 107.4 (9.8)
. . Employees as of reporting date (number) 7,766 7,706 7,878 — 7,900 7,818 +1.0
than in the previous year.
In the industrial products area, revenues declined by 1% REVENUES BY REGION FIG: 4.10.1
to € 264.8 million. Positive volume effects were not able 1 5010 2009
to completely make up for negative price effects. While \ o
in Europe revenues fell by just about 18 % year on year, 3 1 Germany 155 123
overseas revenues increased by almost 20 %. Sales vol- , 2 Rest of Europe 40.0 316
umes amounted to 0.65 million tonnes (+11%) in Europe 3 Overseas 445 56.1
and to 0.20 million tonnes (+28 %) overseas. / FIG: 4.10.2
EBITDA AND OPERATING EARNINGS EBIT |
UP SHARPLY
. ) . REVENUES BY PRODUCT GROUP FIG: 4.10.2
For the year under review, earnings before interest,
taxes, depreciation amortisation (EBITDA) Of the busi- 3 / 2010 2009
ness segment amounted to € 567.1 million and were up _n%
€ 249.9 million, or 79 %, year on year. 1 L Potassium chloride 477 167
2 Fertilizer specialities 38.0 324
2 3 Industrial products 143 20.9

It proved possible to increase the key control variable for
the K+s GROUP, operating earnings EBIT I, in the Potash
and Magnesium Products business segment by € 244.2

million or 105 % to € 475.9 million. This includes depre-

ciation of € 91.2 million which increased by € s.7 million = The significantly higher revenues were able to more to the fixed cost degression customary in the mining

in comparison to those of the previous year. than make up for the mainly volume-related higher industry. The development of the us dollar in relation to
total costs, which, however, rose disproportionately due  the euro also had a positive effect on earnings.
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4.10 BUSINESS SEGMENT DEVELOPMENT

/ STATEMENTS REGARDING THE FUTURE DEVELOPMENT
OF REVENUES AND EARNINGS OF THE POTASH AND
MAGNESIUM PRODUCTS BUSINESS SEGMENT can be found
on page 154.

NITROGEN FERTILIZERS BUSINESS SEGMENT

The strategy of the K+s GROUP provides in particular for
growth in the Potash and Magnesium Products and the
Salt business segments and for a corresponding focus of
management and financial resources on this. Against
this backdrop, the examination of a sale of compo was
initiated in June 2010. The result will be forthcoming in
mid-2011. In preparation, k+s worked out and imple-
mented a concept for a possible company-law and cor-
porate carve-out of compo from the K+s GROUP. At
the start of this year, contact was made with potential
interested parties, which received documents providing
information at the start of February.

/ A DESCRIPTION OF THE MARKET ENVIRONMENT IN THE
FERTILIZER BUSINESS SECTOR can be found on pages 103 et seq.
in the ‘Industry-specific conditions’ section.

REVENUES UP BY ALMOST 27% TO

€ 1,286.2 MILLION

During the year under review, revenues in the Nitrogen
Fertilizers business segment rose by just under 27 % to
€1,286.2 million principally as a result of volume factors.
The business segment generated about 74 % of its rev-
enues in Europe and was thus influenced by currency
fluctuations to a limited extent only.

/ TAB: 4.10.4, 4.10.5 / FIG: 4.10.3

VARIANCE ANALYSIS TAB: 4.10.4
2010

in%
Change in revenues +26.6
volume /structure +24.0
prices/price-related +1.0
exchange rates +16
consolidation —
Consumer (5.6)
Expert +53.2
Complex fertilizers +26.8
Straight nitrogen fertilizers +37.4
Ammonium sulphate +30.3

Complex fertilizer revenues increased about 27 % or € 77.8
million to € 368.6 million in the year under review. Posi-
tive volume effects were able to significantly make up
for negative price effects. It proved possible to increase
total sales volumes of complex fertilizers in 2010 by 47 %
to 114 million tonnes.

In the case of straight nitrogen fertilizers, thanks to a
recovery in demand, both volume and price increases
resulted in an increase in revenues of 37 % to € 355.5 mil-
lion (2009: € 258.8 million). It proved possible to achieve
revenue growth in all regions. The sales volume of
straight nitrogen fertilizers rose by about 18 % to 1.85
million tonnes.

In 2010, revenues with ammonium sulphate increased by
about 30 % to € 176.6 million. This increase is mainly attrib-

utable to positive price and volume effects in Europe. The
sales volume of ammonium sulphate reached 1.64 million
tonnes and could thus be increased by almost 7% in com-
parison to the previous year.

In the Consumer area, revenues for the year under review
fell by 5.6 % to € 195.5 million. Revenue growth in Ger-
many, Austria and Switzerland was not able to com-
pletely make up for volume- and price-related declines
in revenues in France and Southern Europe.

In the Expert area, revenues reached € 190.0 million and
were thus above the level of the previous year due to
volume and structural effects. The Expert sales volume
increased by 40 % to 0.26 million tonnes in the report-
ing year. / FIG: 4.10.4

EBITDA AND OPERATING EARNINGS EBIT |
POSITIVE AGAIN AFTER LOSSES IN THE

PREVIOUS YEAR

During the year under review, earnings before inter-
est, taxes, depreciation and amortisation (EBITDA) of
the Nitrogen Fertilizers business segment reached € 67.4
million after € (94.4) million in 20009.

The key control variable for the x+s GROUP, operating
earnings EBIT I, in the Nitrogen Fertilizers business seg-
ment reached € 55.7 million after € (108.1) million in the
previous year. This includes depreciation of € 11.7 million
which decreased by € 2.0 million in comparison to those
of the previous year.



NITROGEN FERTILIZERS BUSINESS SEGMENT TAB: 4.10.5
Q1/10 Q2/10 Q3/10 Q4/10 2010 2009 %
in € million
Revenues 3855 2874 306.1 307.2 1,286.2 1,016.2 +26.6
Earnings before interest, taxes,
depreciation and amortisation (EBITDA) 17.3 289 5.4 15.8 67.4 (94.4) —
Operating earnings (EBIT I) 145 26.0 2.6 126 55.7 (108.1) —
Capital expenditure 2.5 24 2.8 5.2 129 11.2 +15.2
Employees as of reporting date (number) 1,264 1,252 1,226 — 1,226 1,249 (1.8)
REVENUES BY REGION FIG: 4.10.3
1 2010 2009
ERN— \ in %
1 Germany 200 186
2 Rest of Europe 541 54.8
2 73 Overseas 259 26.6
REVENUES BY SEGMENT FIG: 4.10.4
2010 2009
2 / 1 L in%
4 ( 1 Complex fertilizers 28.7 28.6
2 Straight nitrogen fertilizers 27.6 255
z Ammonium sulphate 13.7 133
3 \\/ 2 4 Consumer 15.2 20.4
14.8 12.2

5 Expert
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The growth in earnings was attributable to higher sales
volumes, price increases for straight nitrogen fertiliz-
ers and ammonium sulphate, which were able to more
than make up for the increases in input costs, as well
as significantly lower input costs for complex fertiliz-
ers. Furthermore, it should be noted that 2009 had been
adversely affected by value adjustments of inventories
as well as by expenditure on restructuring measures
within the framework of the reorganisation of the busi-
ness with nitrogenous fertilizers.

/ STATEMENTS REGARDING THE FUTURE DEVELOPMENT
OF REVENUES AND EARNINGS OF THE NITROGEN FERTILIZ-
ERS BUSINESS SEGMENT can be found on page 154.

SALT BUSINESS SEGMENT

MORTON SALT has been included in the consolidated
financial statements of the x+s GroUP from 1 Octo-
ber 2009. In 2010, for the first time, it was included for
a whole year. Due to the resultant consolidation effect
for the first nine months, the previous year’s figures are
not comparable.

/ A DESCRIPTION OF THE MARKET ENVIRONMENT IN THE
SALT BUSINESS SECTOR can be found on page 104 in the
‘Industry-specific conditions’ section.

REVENUES REACH € 1,728.7 MILLION (+70 %)

In the year under review, revenues generated by the
Salt business segment amounted to € 1,728.7 million and
were therefore up € 714.1 million or 70 % on the previ-
ous year’s figure. Of the annual revenues, € 833.5 mil-



VARIANCE ANALYSIS TAB: 4.10.6 SALT BUSINESS SEGMENT TAB: 4.10.7
2010 Q1/10 Q2/10 Q3/10 Q4/10 2010 2009 %
in% in € million
Change in revenues +70.4 Revenues 616.4 275.3 305.2 531.8 1,728.7 1,014,6 +70.4
volume/structure +6.9 Earnings before interest, taxes,
- - depreciation and amortisation (EBITDA) 146.4 56.3 60.8 106.2 369.7 200.3 +84.6
prices/price-related +37
exchange rates 124 Operating earnings (EBIT 1) 107.9 218 318 76.6 2381 140.4 +69.6
consolidation 4574 Capital expenditure 111 149 157 37.3 79.0 48.0 +64.6
Employees as of reporting date (number) 5,268 5,283 5,283 — 5,235 5,279 (0.8)
Food grade salt +117.5
Industrial salt +104.4
REVENUES BY REGION FIG: 4.10.5
Salt for chemical use +38.0
De-icing salt +48.6 1 2010 2009
Other +331 N in %
3 2 1 Germany 14.3 17.6
2 Rest of Europe 154 223
3 Overseas 70.3 60.1
lion were accounted for by MORTON SALT. The increase
in revenues is to be attributed to positive volume and
price effects as well as the effect of € 582.2 million on the
first nine months that arose from the consolidation of
) ) REVENUES BY PRODUCT GROUP FIG: 4.10.6
MORTON SALT. Sales volumes of crystallised salt during
the year under review totalled 22.53 million tonnes and 5 1 2010 2009
were therefore up 52 % on the previous year's level (14.81 '\ __in%
million tonnes). Of this amount, MORTON SALT sold 9.60 Y 2 _ 1 Foodgrade salt 220 149
s . 4 2 Industrial salt 5.0 6.2
million tonnes over the year; the effect from the consoli- — _
. . . . 3 Salt for chemical use 28.3 236
dation in the first nine months amounted to 6.48 million 3 —
4 De-icingsalt 428 49.0
tonnes. / TAB: 4.10.6, 4.10.7, 4.10.8 Other e 63

Last year, just under 30 % of revenues were generated in
Europe and are therefore largely free of any direct foreign
exchange risk. Through the inclusion of MORTON SALT,
the overseas share has increased significantly since the
fourth quarter of 2009. / FIG: 4.10.5

5




At € 328.2 million, food grade salt revenues were up
€177.3 million or 118 % for the year under review, € 226.7
million of which was achieved by MORTON SALT. Posi-
tive price effects were able to more than make up avail-
ability-related negative volume effects in Brazil. In the
first nine months, € 170.6 million was accounted for by
the consolidation of MORTON SALT. The sales volume
amounted to 1.61 million tonnes and was up about 34 %
year on year. Of this amount, MORTON SALT sold 0.84
million tonnes over the year; the consolidation effect in
the first nine months amounted to 0.63 million tonnes.

Revenues for industrial salts, e.g. fishery, feed and high-
purity pharmaceutical salts, amounted to € 490.3 mil-
lion for the past financial year and thus increased by
€ 250.4 million or 104%. MORTON SALT contributed
€ 287.4 million to this in the year under review. Higher
sales volumes in South America and Europe were able
to more than make up for somewhat lower prices. In the
first nine months, € 217.0 million was accounted for by
the effect of the consolidation of MORTON SALT. Sales
volume amounted to 5.02 million tonnes and thus was
89 % above the level for the previous year of 2.65 mil-
lion tonnes. Of this, 2.63 million tonnes were sold by
MORTON SALT; the consolidation effect amounted to 1.96
million tonnes in the first nine months.

At € 86.5 million, revenues in the salt for chemical use
business were up € 23.9 million or 38 % in compari-
son to the previous year, € 16.7 million of which was
achieved by MORTON SALT. The increase in revenues
is to be attributed to positive volume and price effects
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DEVELOPMENT OF REVENUES, SALES VOLUMES AND AVERAGE PRICES' TAB: 4.10.8
Q1/10 Q2/10 Q3/10 Q4/10 2010 2009 %

De-icing salt
Revenues € million 376.5 26.8 58.1 277.8 739.2 497.6 +48.6
Sales volumes t million 7.05 0.49 1.10 4.85 13.49 8.96 +50.6
Average prices €/t 53.4 54.5 52.8 57.3 54.8 55.5 (1.3)
Industrial salt, salt for chemical
use and food grade salt
Revenues € million 217.4 232.0 2282 2274 905.0 4535 +99.6
Sales volumes t million 2.20 2.26 2.23 2.35 9.04 5.85 +54.5
Average prices €/t 98.9 102.8 102.4 96.8 100.1 775 +29.1
Other
Revenues € million 22.5 16.5 189 26.6 84.5 63.5 +331
Salt business segment
Revenues € million 616.4 275.3 305.2 531.8 1,728.7 1,014.6 +70.4

1 Revenues include prices both inclusive and exclusive freight costs. The price information is also affected by the respective product mix

and is therefore to be understood as providing a rough indication only.

as well as to the effect in the amount of € 12.3 million
of the consolidation of MORTON SALT in the first nine
months. Sales volumes amounted to 2.41 million tonnes
and were up 20 % year on year. Of this amount, MORTON
SALT sold 0.41 million tonnes over the year; the consoli-
dation effect in the first nine months amounted to 0.31
million tonnes.

De-icing salt revenues were up € 241.6 million or 49 % to
reach € 739.2 million for the year under review. MORTON
SALT achieved revenues of € 293.3 million. The follow-
ing effects had a positive impact: Higher volumes and
prices as a result of an exceptionally good business with
de-icing salt in the first and fourth quarters in Europe

as well as the consolidation effect of MORTON SALT in
the first nine months of € 175.2 million. Sales volume
amounted to 13.49 million tonnes and was thus 51%
higher compared to the previous year. MORTON SALT
sold 5.73 million tonnes in the period under review; the
consolidation effect in the first nine months amounted
to 3.58 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 ship-
ping company EMPREMAR belonging to the Chilean
sPL Group. The revenues recorded under “Other” rose by
€ 21.0 million to reach € 84.5 million. Of this, MORTON



SALT achieved € 9.4 million. The increase in revenues is
attributable to increases in the sales volume and in prices
at EMPREMAR as well as to the effect of the consolidation
of MORTON sarLT affecting the first nine month in the
amount of € 7.2 million. / FIG: 4.10.6

EBITDA AND OPERATING EARNINGS EBIT | UP
SHARPLY

As the EBITDA is not affected by depreciation on valu-
ations made within the framework of purchase price
allocations and as these have increased significantly
after the acquisition of MORTON sALT, a higher impor-
tance is now assigned to the EBITDA in assessing the
operating earnings capacity. In the year under review,
this increased by almost 85 % to reach € 369.7 million.

The operating earnings EBIT I of the Salt business seg-
ment rose by € 97.7 million to € 238.1 million. The earn-
ings were favourably affected between € 5o million
and € 70 million by an above-average business with
de-icing salt in comparison to the long-term aver-
age figure. The variance in profitability against a nor-
mal year can vary widely, since this depends on the
regional mix, the respective utilisation of capacity, the
local margin as well as the exchange rates. MORTON
SALT made a contribution to earnings of € 101.8 mil-
lion, which included costs of € 6.9 million for the inte-
gration process, which thus far has been proceeding
according to plan. Of the depreciation of € 131.6 million
(2009: € 59.9 million) included in EBIT I, € 52.0 million
was accounted for depreciation on the value adjust-

ments to be made within the framework of purchase
price allocation (ppa).

The significantly higher revenues were on the costs side
also faced with consolidation effects as well as volume-
related higher production and freight costs; these, how-
ever, could be more than made up for. In the first nine
months, the effect of the consolidation of MORTON SALT
was € 68.6 million. In the year under review, non-recur-
rent effects totalling € 13.2 million also had an adverse
affect on earnings: Negative effects resulted from the
revaluation and consolidation within the valuation of
inventories in accordance with IFRS at MORTON SALT,
the closure of an uneconomic Esco site in France as
well as unscheduled depreciation of property, plant and
equipment in the Netherlands. These negative effects
were offset by a positive one-off effect in the area of pro-
visions at MORTON SALT.

/ STATEMENTS REGARDING THE FUTURE DEVELOPMENT
OF REVENUES AND EARNINGS OF THE SALT BUSINESS
SEGMENT can be found on page 154.

COMPLEMENTARY BUSINESS SEGMENTS

REVENUES REACH € 133.7 MILLION (+11%)

At € 133.7 million, revenues of the Complementary Busi-
ness Segments were just under 11% above the level of
the previous year. According to IFRrs, revenues deriv-
ing from services rendered to K+S GROUP companies
are not included in these figures. Including these inter-

nal revenues, in the period under review, total revenues
amounted to € 175.3 million (2009: € 155.8 million).
/ TAB: 4.10.9, 4.10.10 / FIG: 4.10.7, 4.10.8

Revenues for the Waste Management and Recycling seg-
ment were up just under 10% to € 73.8 million (2009:
€ 67.2 million). Decisive factors here were in particular
price increases in the recycling business for the second-
ary aluminium industry and increases in sales volumes
in the areas of waste recycling and disposal. The reve-
nues with Logistics (€ 13.6 million) and Animal Hygiene
Products (€ 34.2 million) increased predominantly due to
volume factors. The trading business achieved revenues
of € 12.1 million. The increase of € 4.0 million in compari-
son to the figure for the previous year is attributable to
the successful marketing of nitric acid.

/ YOU CAN FIND AN OVERVIEW OF THE INDIVIDUAL AREAS
OF ACTIVITY on pages 81¢et seq.

VARIANCE ANALYSIS TAB: 4.10.9
2010

in%
Change in revenues +10.8
volume /structure +9.5
prices/price-related +13
exchange rates —
consolidation -
Waste Management and Recycling +9.7
Logistics +9.7
Animal hygiene products +4.0
Trading +49.4




COMPLEMENTARY BUSINESS SEGMENTS TAB: 4.10.10
Q1/10 Q2/10 Q3/10 Q4/10 2010 2009 %
in € million
Revenues 332 322 318 36.5 133.7 120.7 +10.8
Earnings before interest, taxes,
depreciation and amortisation (EBITDA) 7.9 7.8 5.8 6.2 27.7 217 +27.6
Operating earnings (EBIT I) 6.4 6.2 43 43 212 15.2 +39.5
Capital expenditure 0.4 14 19 0.5 42 46 (8.7)
Employees as of reporting date (number) 280 277 281 — 280 278 +0.7
REVENUES BY REGION FIG: 4.10.7
3 2010 2009
.‘ in%
27/ 1 Germany 79.9 818
1 2 Rest of Europe 20.0 181
73 Overseas 0.1 0.1
REVENUES BY SEGMENT FIG: 4.10.8
4 2010 2009
— in%
T 1 Waste Management
3 1 and Recycling 55.2 55.7
72 Logistics 10.2 10.3
73 Animal hygiene products 256 273
: 4 Trading 90 67
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EBITDA AND OPERATING EARNINGS EBIT |

UP SIGNIFICANTLY

The earnings before interest, taxes, depreciation and
amortisation (EBITDA) of the Complementary Business
Segments for the year under review amounted to € 27.7
million and were thus up € 6.0 million, or 28 %, year on
year. Operating earnings EBIT I reached € 21.2 million
(2009: € 15.2 million). The depreciation included here
amounted to € 6.5 million and were at the level of the
previous year. Higher quantities for handling, transport-
ing and freighting made a positive contribution to earn-
ings in the Logistics segment and compensated for the
declines in earnings in the Animal Hygiene Products
area. The Waste Management and Recycling segment
was able to significantly increase its earnings as a result
of higher revenues in all areas.

/ STATEMENTS REGARDING THE FUTURE DEVELOPMENT
OF REVENUES AND EARNINGS OF THE COMPLEMENTARY
BUSINESS SEGMENTS can be found on page 154.

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 activities require a permanent,
responsible consideration of opportunities and risks. We
define risks as the possible occurrence of internal and



external events, which may adversely affect the achieve-
ment of both our short-term and our strategic goals.
Systematic risk management is an ongoing task for the
Board of Executive Directors and for managers in their
respective fields of responsibility. Over the long term,
we can only be successful if we take opportunities and
identify risks at an early stage, analyse them and corre-
spondingly manage and monitor them. Taking account
of the overall circumstances, we decide the extent to
which risks are incurred, so that we can use opportu-
nities. However, even an appropriate and functioning
risk management system cannot guarantee any abso-
lute certainty.

OPPORTUNITY MANAGEMENT

Opportunity and risk management are closely interlinked
within the k+s GrRoUP. Chances are internal and exter-
nal developments, which may have a positive impact on
the Group. We essentially derive our opportunity man-
agement from the goals and strategies of our business
segments and ensure a balanced relationship between
opportunity and risk. Direct responsibility for the early
and regular identification, analysis and use of opportuni-
ties rests with the operational management of the busi-
ness segments and/or the heads of the central holding
units. Opportunity management is an integral part of the
groupwide planning and controlling systems. We occupy
ourselves intensively with analyses of markets and com-
petition, market scenarios, relevant cost drivers and criti-
cal success factors, including those in the political envi-

ronment in which the Company operates. This serves
as the basis for identifying concrete opportunity poten-
tials that are specific to business segments and which
are then discussed within the framework of the goal-set-
ting talks held between the Board of Executive Directors
and the managers responsible for the business segments.
Selected opportunity potentials for the k+s GROUP are
discussed in the forecast report.

RISK MANAGEMENT SYSTEM

The business segments of the k+s GrRoUP have differ-
ent opportunities and risks and to identify them in good
time as well as to assess and limit these, we use our uni-
form planning, management and control systems. The
methods used to determine risks extend from analy-
ses of markets and competition through close contacts
with customers, suppliers and institutions to observing
risk indicators in an economic and socio-political envi-
ronment. Risks are assessed particularly with regard to
the likelihood of materialisation and to potential loss
levels. A further building block of risk management is
the development of countermeasures taking account
of alternative risk scenarios. In this way, we endeavour
to systematically counteract risks.

The Board of Executive Directors has defined groupwide
principles and rules of behaviour as well as guidelines
for systematic and effective risk management. The risk
management system consists of the following elements:
+ acompany-specific handbook on risk management,

+ arisk management holding unit,

+ persons responsible for risk management in the busi-
ness segments,

+ standardised risk profiles specific to business seg-
ments,

+ Information about the complete quantified risk situ-
ation in goal-setting talks held between the Board of
Executive Directors and the managers responsible for
the business segments,

+ regular, uniform risk reporting at Group and business
segment level as well as

+ immediate reporting in urgent cases.

Competences and responsibilities both in the process
of risk identification and with regard to the analysis,
management and communication of identified risks are
regulated in an unambiguous manner. Thus, directly
responsibility for dealing with risks rests with the oper-
ational management of the business segments and/
or the heads of the central holding units. The risks of
the individual business segments and the holding unit
are identified on a quarterly basis, and potential risks
are analysed, quantitatively assessed and reported to
the Board of Executive Directors. If a risk can be reli-
ably held in check by effective and appropriate mea-
sures, the focus of consideration will be on the residual
risk. We are particularly monitoring risks whose likeli-
hood of materialisation is 5 % or more and whose dam-
age potential at the same time exceeds business-seg-
ment-related limits. The risk profiles relate both to the
current year and to medium-term planning and thus
cover a period of three years. Expected risks with a like-



lihood of materialisation of 50% and more are taken
account of in medium-term planning and extrapolation
to a year in the form of deductions from earnings. Risks
that arise in the short term are, if urgent, immediately
communicated directly to the Board of Executive Direc-
tors outside normal reporting channels. The Supervisory
Board is briefed by the Board of Executive Directors in
just as regular and timely a manner, and immediately
informed in especially urgent cases. In accordance with
groupwide rules, transactions and measures of particu-
lar importance and scope require the approval of the
Board of Executive Directors and, in special cases, of the
Supervisory Board too.

The proper functioning of the risk management system
of the k+s GROUP is regularly reviewed by the internal
audit department. Furthermore, the functionality and
effectiveness of the risk early detection system is also
reviewed by our external auditor; thereafter the existing
system is suitable for the early detection of such devel-
opments that could jeopardise the continued existence
of the Company.

RISK MANAGEMENT IN RELATION TO FINANCIAL
INSTRUMENTS (IFRS 7)

The financial objective of the K+s GROUP is to limit
financial risks (e.g. price change risk, risk of default and
liquidity risk) through systematic financial manage-
ment. To this end, centralised financing management
has been established in K+S AKTIENGESELLSCHAFT. Fur-
thermore, the k+s GROUP manages its capital structure
and, if necessary, makes adjustments, taking into con-

sideration the expected economic framework condi-
tions. The aim of the Group’s capital structure manage-
ment is to sustainably secure the business and ability to
invest of the Company. A more detailed explanation of
the management of the capital structure can be found
on page 114.

Our international activities can give rise to currency-
related market price risks, which we counteract under
our currency management system by hedging trans-
actions. Internal procedure instructions regulate per-
mitted hedging instruments as well as hedging strate-
gies, responsibilities, processes and control mechanism:s.
Other market price risks may result from raw material
prices (e.g. energy) and transport costs (e.g. sea freight).
To the extent that derivatives are used selectively for
this, analogous rules apply. The hedging instruments
are used exclusively to secure hedged items, and not for
trading or speculation. Financial transactions are only
concluded with banks that have a high credit rating. In
this connection, in order to limit the risk of default, the
guideline stipulates, among other things, that deriva-
tives should be distributed across various banking insti-
tutions. Hedging transactions are entered into either
in the case of already existing hedged items or future
hedged items, which can be anticipated with a high
level of probability on the basis of empirically reliable
findings (forecast hedges). A more detailed explanation
of hedging transactions can be found in the presenta-
tion of risks arising from exchange rate fluctuations on
page 142 and in the notes on pages 194 et seqq.
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4.11 RISK REPORT

DESCRIPTION OF THE KEY FEATURES OF THE
INTERNAL CONTROL AND RISK MANAGE-
MENT SYSTEM WITH REGARD TO THE GROUP
ACCOUNTING PROCESS (SEC. 315 PARA. 2
NO. 5 OF THE GERMAN COMMERCIAL CODE
— HGB)

The internal control system in the k+s GRoUP encom-
passes the principles, procedures and measures designed
to ensure the effectiveness, economy and adequacy of
accounting procedures as well as to secure compliance
with the relevant regulations.

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, these provisions
include rules for the consolidated financial statements
as well as detailed and formalised requirements for the
reporting of the companies included.

New provisions and amendments to existing regula-
tions for the accounting are analysed on a timely basis
for their effects and are, to the extent that these are
relevant to us, implemented into the guidelines and
accounting processes.

We have a largely uniform 1T system, a uniform chart
of accounts and automatically standardised account-
ing policy processes. As a result of this standardisation,
proper and timely reporting of key business transac-
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tions is ensured. Binding regulations are in place for
additional manual recording of business transactions.
Valuations on the balance sheet, such as the calcula-
tion of the mining obligations or a review of the impair-
ment of goodwill, are made by internal experts. Only in
individual cases, such as with regard to the assessment
of pension obligations, the valuation is carried out by
external experts.

To prepare the consolidated financial statements of the
K+S GROUP, the financial statements of those companies
whose accounting is kept on the uniform 11 platform of
the k+s GroUP are directly played into an 1T consolida-
tion system. In the case of the remaining companies
included, the data of the financial statements are trans-
ferred through an internet-based interface. The validity
of the data transferred is reviewed on the basis of sys-
tematic controls. In addition, the financial statements
submitted by the companies included are reviewed cen-
trally with due consideration being given to the reports
prepared by the auditors. An adequate and complete
elimination of internal Group transactions is ensured
by the system-based deduction and formalised inquiry
of consolidation-relevant information. All consolidation
processes for the preparation of the consolidated finan-
cial statements are carried out and documented in the
1T consolidation system. The components of the consol-
idated financial statements, including key information
for the Notes, are developed from this.

Process-integrated and process-independent monitoring
measures are the cornerstones of the internal monitor-

ing system. Automatic 1T process controls are a key ele-
ment of the process-integrated measures. In addition to
manual process controls such as, for example, the “four-
eye principle,” there is an organisational separation of
administrative, executive, settlement and approval func-
tions. Further monitoring tasks are performed by Group
entities, such as the central legal or tax departments.

The internal audit is integrated into the internal con-
trol system with process-independent audit functions.

The annual financial statements of companies subject
to mandatory audit and the consolidated financial state-
ments are audited by independent auditors. These con-
stitute the main process-independent monitoring mea-
sures in relation to the Group accounting process. The
annual financial statements of the other German com-
panies are audited by the internal audit department.

OVERVIEW OF CORPORATE RISKS

Risks material to the K+s GrROUP are described in the
following sections, but no conclusions should be drawn
from their sequence regarding their likelihood of mate-
rialisation or the potential extent of losses.

In doing so, the possible materialisation and effect of
risks following counter-measures under the current
framework conditions is appraised; this is based on a
Group perspective and relates to the period of medium-
term planning.

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 %)

The assessment of the possible effect is based on the
qualitative criteria

+ moderate

+ significant

+ jeopardising the continued existence of the Company

A change in the framework conditions in comparison
to our medium-term planning may result in a reassess-
ment of our estimates in the course of time and is com-
municated correspondingly in our interim reporting.

/ TAB: 4.11.1

EXTERNAL AND SECTOR-SPECIFIC RISKS

EFFECTS OF MACROECONOMIC TRENDS

The behaviour of demand for fertilizers of the x+s
GROUP is considerably influenced by general economic
growth as well as economic trends and the associated
improving living standards in relevant markets. Greater
prosperity, mainly in the emerging market countries,
results in changes in eating habits, which are particu-
larly reflected in the greater consumption of meat. As
the production of meat requires many times more cere-
als, soy beans and other products used as animal feed,
this results in a greater need for agricultural raw mate-



OVERVIEW OF CORPORATE RISKS

TAB:4.11.1

Likelihood of
materialisation

Possible
financial effects

External and sector-specific risks

Effects of macroeconomic trends Possible Significant
Fluctuations in demand and price Possible Significant
Seasonal fluctuations in demand Possible Moderate
Effects of political and social changes Unlikely Significant
Changes in the legal environment

Risks arising from the change or refusal of official approvals Possible Significant
Risks arising from the change in workplace limits Possible Moderate
Risks arising from reduction in anti-dumping protection Possible Moderate
Tax law risks Possible Moderate
Operational and strategic risks

Risks arising from acquisitions and investments Unlikely Significant
Risks arising from loss of suppliers and supply bottlenecks Unlikely Moderate
Risks arising from energy costs and energy supply Possible Moderate
Risks arising from the price increase in ammonia Possible Moderate
Risks arising from freight costs and availability of transport capacity Possible Moderate
Production risks Possible Moderate
Risks arising from environmental damage due to rock bursts Unlikely Significant
Risks arising from carbon dioxide pockets in deposits Possible Moderate
Risks arising from ingress of water Unlikely Significant
Risks arising from research and development activities Unlikely Moderate
Personnel risks Unlikely Moderate
Compliance risks Unlikely Significant
IT risks Unlikely Moderate
Financial risks

Risks due to exchange rate fluctuations Possible Moderate
Risks arising from a change in the general interest rate level Possible Moderate
Risks arising from the default of payment by customers and the risk of financial institutions failing Unlikely Moderate
Liquidity risks Unlikely Significant
Risks arising from a change in the Company rating Unlikely Moderate
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rials (soft commodities), which in turn creates a higher
demand for fertilizers.

The significant global economic recovery in 2010 should
also continue in 20131, although the pace of growth may
be somewhat more moderate. The sharp increase in
cereal prices that started in the second half of 2010 and
the accompanying improved income situation of farmers
benefited demand for fertilizers. If the economic recov-
ery does not prove to be sustained, the prices for agricul-
tural products could again fall to a level that triggers a
new wave of uncertainty among farmers regarding their
future yield situation and thus has an adverse effect on
their demand behaviour in relation to fertilizers. Depend-
ing on its duration and intensity, this possible scenario
could have an important influence on the financial con-
dition and results of operations of the K+s GROUP.

By contrast, the impact of the general economic situa-
tion on the demand for de-icing, food grade and indus-
trial salts is of minor importance, since the business is
largely independent of economic conditions.

FLUCTUATIONS IN DEMAND AND PRICE

The products of our Fertilizers business sector in par-
ticular can face significant fluctuations in demand and
price. As a result of external influences, whose occur-
rence or non-occurrence we cannot normally influence,
the demand for our products may decline sharply in the
relevant sales markets and lead to pressure on price lev-
els. These factors include, for example, global or regional
swings in the economic cycle, sliding global prices of



important agricultural products, the market entry of
new suppliers, a concentration on the demand side as
well as deliberate buying restraint on the part of our
customers.

These possible events may, depending on their duration
and intensity, have a material impact on the net assets,
financial position and results of operations of the K+s
GROUP. As the demand for agricultural products and
thus for fertilizers depends on megatrends such as the
growing world population, a rising standard of living in
the emerging market countries and the development of
the bioenergy sector, and as fertilizers, which increase
yields and enhance quality, thus play an important role
in agricultural production, we, however, see potential for
a positive development in the long term.

An entry of new competitors into the international
potash market could result in a tangible shift in the
structure of the sector. Mining groups with a strong
capital base, such as BHP BILLITON and VALE, have
announced that they will invest in new potash projects
in the medium to long term. An aggressive expansion
of new potash capacities by a producer that has, until
now, operated outside the sector could bring about an
increase of competitive pressure if the market are not
able to absorb these additional volumes completely or if
the new competitor attempts to establish himself on the
market by means of an aggressive pricing policy. How-
ever, as both the creation of new potash capacities as
well as the acquisition of a significant potash producer

are very capital intensive, such a squeezing-out policy,
due to the resultant high costs of capital, might only be
short-lived, if it were adopted at all. Against this back-
drop, we regard a long-term aggressive pricing policy
among market participants, which would have a mate-
rial impact on our expected results, as unlikely.

SEASONAL FLUCTUATIONS IN DEMAND

A significant sales risk for the Potash and Magne-
sium Products, Nitrogen Fertilizers and Salt business
segments results in particular from the seasonal-
ity of demand, especially due to their dependence on
weather conditions. Prolonged cold and wet weather
during the spring season, particularly important for
Europe, can result in sales shifts or even lower volumes
of fertilizers and plant care products. Likewise, mild
winters may considerably reduce the sale volumes of
de-icing salt in the main sales regions (Europe, North
America) for this product group. We are responding to
these fluctuations in the form of regional diversifica-
tion, needs-based production management and flexible
working hours. We have not used special derivatives to
hedge this risk thus far because of what we consider to
be unattractive market terms for these instruments.
We consider corresponding adverse effects resulting
from the influence of the weather to be possible, but
we assess the effect in relation to the expected results
as moderate, however.

Furthermore, the building up and destocking of inven-
tories by our customers, depending on their expecta-

tions regarding future market price trends, the weather
or their liquidity management, results in fluctuations
in demand. This can lead to an under-utilisation of pro-
duction capacity and thus to rising unit costs. The readi-
ness of the trade sector to early stock up with fertilizers
depends on their expectations regarding demand on the
part of farmers. k+s offers, e.g. via a graduated price sys-
tem, financial incentives in order to promote a readiness
to stock up. Nevertheless, it cannot be ruled out that the
trade sector will choose not to early stock up in times of
high market fluctuations. As a result of this, during the
fertilizer season we might be faced with such high vol-
ume requirements that on the one hand the stocks in
our depots might not be sufficient or, on the other, they
might not be able to be fully covered due to logistical
bottlenecks. The same is true for salt if towns and cit-
ies, communities and road maintenance depots — also
in view of public authority budgets — build up insuffi-
cient de-icing salt inventories off-season. Such possible
effects may have a moderate impact on the net assets,
financial position and results of operations of the K+s
GROUP as well as making it more difficult to compare
the quarterly financial statements.

EFFECTS OF POLITICAL AND SOCIAL CHANGES

We carry out our business activities in numerous coun-
tries, many of which are located outside Western Europe
and North America. Far-reaching changes in political,
social and economic framework conditions in produc-
tion and sales countries as well as in the countries
where suppliers are based cannot be ruled out. In some



of the countries in which our products are manufac-
tured or into which they are exported or from which
we obtain raw materials or supplies, the general eco-
nomic, political and legal conditions are less stable than,
for example, in Western Europe or North America. Thus,
we are dependent on a series of factors on which we
have little or no influence at all. These factors include, for
example, political instability, the expropriation of com-
pany assets without compensation, regulations on for-
eign currency control and other negative effects in rela-
tion to foreign exchange rates as well as restrictions on
trade. Such negative factors could have a material effect
on the growth prospects and on the net assets, financial
position and results of operations of the k+s GRouUp, but
are currently unlikely in the countries relevant to the
K+S GROUP Inrelation to production and sales.

CHANGES IN THE LEGAL ENVIRONMENT

RISKS ARISING FROM THE CHANGE OR REFUSAL
OF OFFICIAL APPROVALS

DISPOSAL OF SALINE WASTE WATER

Public and political debate about future higher require-
ments of environmental friendliness of the production
processes for the production of potash and magnesium
products may impact on the issuing and retaining of
operating licences, planning decisions approving public
works and water law permits. In the Potash and Magne-
sium Products business segment, among others, liquid

residues (saline waste water) arise from both current pro-
duction and through rainfall on the tailing piles. On the
basis of existing permits, some of the saline waste water
is discharged into rivers, while others are injected into
underground layers of rock (plate dolomite). Establishing
a significant reduction in the injection possibilities antici-
pated up to now, or the premature complete utilization
of approved injection areas, as well as finding that injec-
tion might have an impact on drinking water or usable
ground water resources, could make an unchanged
extension of existing injection permits appear unlikely
and could entail a partial or even entire withdrawal of
injection approvals for the disposal of liquid residues. Fur-
thermore, we assume that the currently approved thresh-
olds for the discharge of the saline waste water into sur-
face waters may be lowered for future discharge permits.
Extensions of existing injection and discharge permits
or their renewed granting can therefore lead to material
additional costs for a pre-treatment of production waste
(e.g. through evaporation) or to considerable decreases in
production at the sites affected. We consider it possible
that expiring permits will not be extended or not granted
again;in the worst case, this could result in a reduction or
even cessation of production and possibly the closure of
the sites concerned, with considerable negative staffing
consequences. This would result in a long-term and sub-
stantial adverse effect on the net assets, financial posi-
tions and results of operations of the k+s GROUP.

For the Hattorf, Unterbreizbach and Wintershall sites
located on the Werra, whose share of the total potash
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production capacity of the k+s Group amounts to
about 45 %, the existing injection and discharge per-
mits are limited to November 2011 and December 2012.
Already in October 2008, we presented a comprehensive
package of measures which should, with an investment
volume of € 360 million, considerably further reduce the
injections and the discharges of saline waste water by
2015.In addition, a public law agreement was concluded
with the states of Hesse and Thuringia, in which the par-
ties to the agreement jointly committed themselves to
sustainable economic action, securing jobs and treating
nature with the utmost respect for the next 30 years.
There can be no assurance, though, that the permits will
be extended or newly granted on this basis. The possi-
bility cannot therefore be ruled out that further invest-
ments in these sites may become necessary, that pro-
duction costs may continue to rise, and that under cer-
tain circumstances even the closure of these production
sites may be required. The reduction of solid and liquid
production residues from potash production will con-
tinue to be among the focal points of our research and
development.

Between March 2008 and February 2010, at the Round
Table on Water Protection Werra/Weser and Potash
Production, on the initiative of the states of Hesse and
Thuringia and of x+s, Werra residents, representatives
from business, politics and administration as well as
professional associations discussed long-term solutions
for improving water quality. The task faced by partici-
pants in the Round Table: Proposing solutions which at



the same time further improve the ecological condition
of the Werra and Weser, make a contribution to securing
jobs in the potash industry and strengthen economic
structures in the regions concerned. The participants at
Round Table have in total met 16 times and examined a
large number of measures for dealing with saline waste
water. Moreover, external proposals were assessed and
a series of expert opinions commissioned.

In a final meeting held on 9 February 2010, the Round
Table recommended that, starting from 2020 at the lat-
est, the discharge of saline waste water into the Werra
and its injection underground be completely discontin-
ued and a pipeline to the North Sea be implemented.
However, it did not provide an answer to the question
of how this should be achieved by 2020 on the basis
of the decision-making criteria jointly defined with
the states of Hesse and Thuringia and accepted at the
Round Table. Thus the decision of the Lower Saxony
state parliament against the construction of a pipeline
is not taken into consideration, and issues of economic
appropriateness and the ability of the pipeline to be
financed are excluded. Furthermore, it remains open to
which extent the objectives of the Eu Water Framework
Directive can be achieved through the construction of
a pipeline. Thus, x+s did not agree to Round Table’s rec-
ommendation.

As permanent local disposal is being called into ques-
tion by some parties, a long-term approval of the pres-
ent concept is not regarded as certain. This is why K+s,

in order to demonstrate forward-looking due diligence,
parallel to the implementation of the local measures,
has decided to also prepare applications for approval of
remote means of disposal, i.e. pipelines to the Oberwe-
ser and to the North Sea, This is being done regardless of
the fact that the test criteria for pipelines defined with
the federal states of Hesse and Thuringia and agreed
on by the Round Table are not currently fulfilled in the
view of the Company. However, this has to be the case
before any decision on the construction of a pipeline can
be made. Such a decision is therefore not related to the
preparation of the applications

The Neuhof-Ellers potash plant had to stop injecting
saline waste water into the plate dolomite layer after
the injection area was fully utilised. In order to ensure
the proper disposal of the tailing pile water aising there,
in accordance with the valid approvals, saline waste
water is transported by rail and road to the nearest site,
the Werra plant, until the completion of the planning
decision for the salt waste water pipeline which was
issued in mid-2010.

DISPOSAL OF SOLID PRODUCTION RESIDUE

At the exploitation sites of the Potash and Magnesium
business segment solid residue is currently heaped up
within the framework of existing approvals. If approv-
als for residues heaped up are revoked or necessary proj-
ects 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. The alternative, transporting the residue to the
existing caverns as prewetted backfill, is only possible
to a limited extent. In the longer term, there are physi-
cal limits to how much backfill can be disposed of in this
way, since only a far lower density is achieved than that
of crude salt in the deposit. Furthermore, the high addi-
tional costs result in an economically unjustifiable rela-
tionship to the cost. We assess possible effects on the net
assets, financial position and results of operations of the
K+S GROUP as significant.

TAILING PILES EXPANSION

On 18 November 2009, the administrative court of
Hanover upheld the complaints of the BUND FUR
UMWELT UND NATURSCHUTZ DEUTSCHLAND E.V.
(BUND) and the NATURSCHUTZBUND DEUTSCHLAND E.V.
(NABU) and set aside the planning approval decision of
the Landesamt fiir Bergbau, Energie und Geologie Lower
Saxony (LBEG) of 10 August 2007 as well as the modifi-
cation decision of 13 March 2009 on the expansion of the
tailing pile of the Sigmundshall plant. In the planning
approval decision, the covering of the pile was a prereq-
uisite for the expansion of the heaped production resi-
dues. The judgements of the administrative court relate
exclusively to the type of pile covering planned by x+s,
whose suitability for an independent greening of the
pile that would be secure in the long term was called
into question. The further heaping of residues from pot-
ash processing was not regarded as impermissible by
the administrative court. The relevant mining authori-
ties have appealed against the two judgements, and k+s



KALI GMBH will support them in further proceedings.
Currently, in the short term, no restrictions arise for the
operation of the Sigmundshall potash plant. At present,
long-term effects cannot yet be assessed. In the medium
term, we assess possible effects on the net assets, finan-
cial position and results of operations of the k+s GROUP
as moderate.

COLLATERAL SECURITY

The requirement for insolvency-proof securities for the
“infinity costs” of maintaining tailing piles and for the
Company’s own landfill sites cannot be ruled out for the
future. Already today, the necessary expenditure for the
systematic maintenance of tailing piles is being pro-
vided for in the balance sheet via provisions. If in addi-
tion 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 net
assets, financial position and results of operations of the
K+S GROUP as moderate.

RISKS ARISING FROM THE CHANGE IN WORK-
PLACE LIMITS

The EU initiative on setting indicative workplace limits
for nitrogen monoxide (N0), nitrogen dioxide (N0O,) and
carbon monoxide (co) could pose a risk to our mining
activities, since such thresholds can be of considerable
importance in the granting of permits for mining activi-
ties and thus for underground production. It should be
possible to achieve realistic limits meaningful over the

long term through intensive cooperation between the
EU Commission and national governments as well as
the companies concerned and their pressure groups.
If thresholds were lowered significantly, substantial
capital expenditure needed for us to comply with the
thresholds could become necessary. If the workplace
limits become so stringent that production at the sites
concerned in compliance with these limits were no lon-
ger possible at justifiable expense or overall technically,
this might even compel us to close these sites in the long
term. In the medium term, adverse effects are possible,
but we currently consider them to be moderate.

RISKS ARISING FROM THE REDUCTION IN ANTI-
DUMPING PROTECTION

In the fertilizer business, the k+s GROUP also competes
with producers from Russia and Belarus, which are
either state-owned, receive considerable subsidies such
as cheaper supplies of gas or subsidised rail transport
or otherwise, directly or indirectly, enjoy the benefits of
state financial support. These competitors can therefore
offer their products on better terms than those man-
ufacturers that do not receive comparable state sup-
port. In 2006, the regulations on anti-dumping protec-
tion against unfair competition with potash fertilizers
from Russia and Belarus for the European market were
updated until the middle of 2011; a further extension is
being aimed at. After the competitive pressure in the
EU in the years up to 2008 was limited as a result of
the high demand for potash on the global potash mar-
ket and of the significant price increases that occurred

GROUP MANAGEMENT REPORT

CONSOLIDATED FINANCIAL STATEMENTS

in the meantime, the change in the market situation
in financial year 2009 resulted in an increase in com-
petitive pressure in Europe, including from the coun-
tries mentioned. A further intensification of competitive
pressure could result in us having to market a greater
proportion of our products overseas. However, there can
be no guarantee that the declines in sales volumes in
Europe can be compensated for by increases in overseas
sales volumes. The damage potential of future softening
or expiring of anti-dumping measures depends on our
success in overseas sales volumes and the respective
cost and price situation. Against the backdrop of the cur-
rent price level on the global markets, the possible risk
that the European anti-dumping regulations are being
softened or cease to apply is regarded as moderate.

TAX LAW RISKS

In the area of energy taxes, the subsidiaries of the k+s
GROUP in Germany that are classified as energy-inten-
sive can currently make use of the so-called compen-
sation for peak load. The relevant regulations were
approved by the Eu Commission until 2012 and grant
companies in the manufacturing sector energy and
power tax relief for certain energy products and elec-
tricity, which they use for commercial purposes. Within
the framework of the German law on budgetary consoli-
dation, this peak load was lowered slightly with effect
from 2011. This results in our energy-intensive produc-
tion in Germany becoming slightly more expensive. A
follow-on regulation starting from 2013 is already being
initially considered at the political level. We are taking



an active part in this discussion in order to achieve the
continued existence of this or a comparable follow-on
regulation. A complete abandonment of the peak load
is possible and would, in comparison to the legal situa-
tion that still existed in 2010 result in additional energy
tax burdens and to competitive disadvantages for our
energy-intensive German companies, a risk we, how-
ever, assess as moderate.

OPERATIONAL AND STRATEGIC RISKS

RISKS ARISING FROM ACQUISITIONS AND
INVESTMENTS

Our vision and mission provide the framework for our
business activities and for the strategic orientation of
the k+s GrOUP and aim to explain to our employees,
shareholders, lenders, customers, suppliers and the
public, the basis for our thinking and actions. To that
end, the Board of Executive Directors, together with the
heads of the business segments, regularly discuss the
strategic orientation with its opportunities and risks.

Opportunities, but also risks arise from the expansion of
our business activities through acquisitions. Across the
Group, we make ambitious demands related to returns
in every acquisition and expansion investment, which
are discussed in detail on page 91 et seq. under Finan-
cial targets’ x+s is monitoring the market environment
in relation to appropriate acquisition projects or coop-
erations. When it appears advantageous from a strate-

gic perspective, we acquire or sell companies or parts
of companies. Company valuations incorporating the
findings of due diligence procedures and further analy-
ses are of central importance in this respect. Once made,
acquisitions are intensively accompanied by integration
teams. In addition, follow-up checks are carried out in
the case of important investment and acquisition proj-
ects. Risks may arise from the integration of employ-
ees, processes, technologies and products. Unexpectedly
high integration costs may jeopardise the achievement
of planned goals and synergies. Moreover, acquisitions
may negatively impact the level of indebtedness and
the financing structure and result in an increase in non-
current assets, including goodwill. Write-downs on such
assets due to unforeseen business developments may
result in negative effects.

The x+s GROUP is currently completely taking over
the Canadian company POTASH ONE. POTASH ONE
holds several potash exploration licenses in the Cana-
dian province of Saskatchewan including an already
advanced greenfield project for the construction of a
potash solution plant. k+s expects a production capacity
of at least 2.7 million tonnes of potassium chloride per
year when the legacy project has been fully developed.
The implementation of this production capacity would
involve an investment volume in Saskatchewan total-
ling about uss$ 2.5 billion. The company will be based
in Saskatchewan, Canada. All assumptions and esti-
mates made within the framework of the project are
subject to potential business, economic, political and

social uncertainties. The current risk consists in the fact
that the expectations could not be fulfilled, although
in advance of the takeover a intensive due diligence
was carried out and the geological, technical, legal and
financial framework conditions were examined. Factors,
which could result in serious effects, would be e.g. unex-
pected geological faults, technical difficulties in devel-
oping the deposit, and changes in the local legislation,
approvals and regulations. The above-mentioned fac-
tors could, under certain circumstances, result in a need
to recognise an impairment charge in relation to the
acquired assets and have a material effect on the net
assets, financial position and results of operations, but
are currently unlikely.

/ FURTHER INFORMATION ABOUT THE ACQUISITION OF
POTASH ONE can be found in the ‘Subsequent Events’ section on
page 145.

In the event of future acquisitions, cooperations and
investments, the risk exists that, due to political restric-
tions, they might only be able to be carried out under
more difficult conditions or not at all. This could affect
attractive raw material deposits in certain politically
unstable regions. A resultant lack of suitable acquisi-
tion objects could have a significant adverse effect on
the growth prospects of the k+s GrouUP. Suitable part-
ners could reduce these risks or improve our opportuni-
ties. We regard material adverse effects here as unlikely.



RISKS ARISING FROM LOSS OF SUPPLIERS AND
SUPPLY BOTTLENECKS

The number of suppliers for raw materials and con-
sumables such as ammonia (see following explana-
tions regarding the price risk from the price increase
of ammonia), phosphates, explosives, low-sulphur die-
sel fuel as well as the necessary technical equipment
including spare parts, which we obtain from external
suppliers, is limited. Supplier boycotts, supply bottle-
necks or the loss of suppliers, on which we only have
an influence to a very limited extent or not at all, could
result in the limited availability of raw materials, con-
sumables and supplies as well as technical equipment
and spare parts specific to mining and thus to a consid-
erable increase in costs or to adverse effects in produc-
tion. We reduce such procurement risks with market
analyses, the careful selection or appraisal of suppliers,
long-term delivery agreements, clearly defined quality
standards as well as up-to-date purchasing methods.
A remaining procurement risk could have moderate
effects on the net assets, financial position and results
of operations. However, we regard the occurrence of
losses as unlikely.

RISKS ARISING FROM ENERGY COSTS AND
ENERGY SUPPLY

The energy costs of the x+s GROUP (2010: € 265.8 mil-
lion) are determined in particular by the consumption
of natural gas. This applies to various degrees to all busi-
ness segments. Energy prices are frequently subject to
sharp fluctuations. Significant energy price rises in com-

parison to the current price level cannot be ruled out
in the future. To limit this risk, the need for natural gas
for our potash and salt production is constantly being
reduced through the use of steam from substitute fuel
heating plants. The price risk for obtaining natural gas is
furthermore diminished by the following instruments.
In addition to the targeted use of fixed-price agreements
(e.g. contractual securing of natural gas prices for up
to two years in the case of MORTON sALT), we have
also agreed energy supply contracts with time delay
clauses with some suppliers. Hedging transactions are
used selectively in order to cover the remaining risk.
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 onto 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 net
assets, financial positions and results of operations, as
possible.

RISKS ARISING FROM THE PRICE INCREASE IN
AMMONIA

The production costs of the nitrogenous and phos-
phate-containing fertilizers produced for us by BASF
are to a great extent determined by global market
prices for ammonia and phosphate. If the competitive
environment becomes more difficult, it may not always
be possible in the case of nitrogen fertilizers to pass
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on cost increases in their full scope via prices. How-
ever, the resulting possible risk for k+s is classified as
moderate.

RISKS ARISING FROM FREIGHT COSTS AND
AVAILABILITY OF TRANSPORT CAPACITY

Our total costs are influenced by freight costs to a not
inconsiderable degree (2010: € 790.0 million). While the
products of our Potash and Magnesium Products busi-
ness segment are extracted from our six mines in Ger-
many, last year, we achieved 40 % of revenues in Europe
outside Germany and 45 % overseas. In the Salt busi-
ness segment we have production sites in Europe, North
and South America. A characteristic feature of our busi-
ness activity is the, in some cases, large transport dis-
tance that our products have to cover with simultane-
ously high transport volumes. A reduced availability of
freight capacity could result in higher costs for trans-
portation. Furthermore, considerable additional costs
arise in the event of increasing mineral oil prices. There
can be no assurance that increasing transport costs can
always be passed onto customers. By means of the long-
term securing of freight capacity with a high fixed-price
proportion and the use of low-cost container transport,
we counteract such developments; in addition, hedging
transactions are also employed selectively to limit the
effects of price fluctuations. The high level of transport
intensity of our business operations moreover makes
us substantially dependent on infrastructure facilities
such as ports, roads and loading stations. A failure or a
bottleneck could restrict the production and sales possi-



bilities. We consider corresponding adverse effects from
rising freight costs or the limited availability of trans-
port capacity to be possible, but we regard the effect in
relation to the expected results as moderate.

PRODUCTION RISKS

The production facilities of the x+s Group, which are
used, for example, for mining activities, the processing
of raw materials and the storage of hazardous mate-
rials, are characterised by a high level of performance.
As a result of operational and accident risks to which
facilities, production plants, storage and loading facil-
ities are exposed, business interruptions may occur
and personal injury, damage to property and impacts
on the environment arise. By employing wide-ranging
monitoring, probing and control systems, we intend to
identify possible production risks early on and respond
accordingly. Risks are reduced thanks to a number of
quality assurance measures, preventative maintenance
and constant facility inspections. This is also assisted
by certification under international norms and the con-
stant further 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. Given our pre-
ventative measures, we consider the remaining possible
production risks to be moderate.

RISKS ARISING FROM ENVIRONMENTAL DAMAGE
DUE TO ROCK BURSTS

Our mining activities involve the risk, specific to mining,
of a suddenly occurring subsidence of the earth’s surface
over a large area that is, under certain circumstances,
powerful (rock burst). If this occurres, it could result, in
addition to the partial or complete loss of the mine and
damage to equipment, also in considerable damage to
the property of third parties as well as personal injury
or death. Our professional dimensioning of the salt pil-
lars in the mine works based on comprehensive research
works contributes to securing the earth’s surface, to sta-
bility that is secure in the long term, and thus to pre-
venting such rock bursts. A constant monitoring of the
mine works supplies, if necessary, timely indications of
whether additional measures for the protection of the
mine works and the prevention of damage resulting
from mining are necessary. Such negative factors would
have a considerable impact on the net assets, financial
position and results of operations of the k+s GROUP, but
are nevertheless unlikely.

RISKS ARISING FROM CARBON DIOXIDE

POCKETS IN DEPOSITS

Carbon dioxide pockets in certain mines constitute a
latent potential danger. If carbon dioxide from these
pockets were to escape in an uncontrolled manner, the
kK+s GROUP could be held liable for damages or injuries
associated with this, suffer damage to its own equip-
ment and be exposed to cuts in or losses of production.
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. We
regard the possible damage potential as moderate.

RISKS ARISING FROM WATER INGRESS
Hydrogeological risks generally exist in underground
mines, which, if not controlled, could cause a significant
damage potential. To secure mines, extensive explora-
tion occurs by means of seismology, drilling and ground-
penetrating radar. The maintenance of protective layers
against water-bearing rock and the size of the safety pil-
lars ensure the greatest possible safety in a mine. Con-
stant scheduled maintenance activities 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. On
the basis of our extensive precautionary measures we
consider that risk to be unlikely.

RISKS ARISING FROM RESEARCH AND DEVELOP-
MENT ACTIVITIES

The markets relevant to us are only subject to techno-
logical change to a limited degree. We have intensified
our own development activities through research coop-
eration with industrial partners as well as colleges. Thus,
technical possibilities for optimising production pro-
cesses are being examined on an ongoing basis. The
reduction of solid and liquid production residues in
potash production as well as opportunities to cut costs



stand at the forefront. In addition, we provide our agri-
cultural customers with intensive application advice,
which enables us to identify future needs early on. We
regard even moderate adverse effects on the net assets,
financial position and results of operations from our
research and development activities as unlikely.

PERSONNEL RISKS

The competence and commitment of our employees
are important factors in our successful development.
Our vocational training, in the context of demographic
change too, contributes to securing and strengthening
these factors. By means of practice-based support for
future generations of employees, targeted further train-
ing measures and encouragement for those who display
potential, the k+s GrRoUP has demonstrated that it is an
attractive employer able to retain managerial personnel
in particular over the long term. With this strategy and
increased cooperation with selected colleges, we offer
qualified employees very promising career prospects.
Key positions are regularly analysed with respect to for-
ward-looking succession planning, and suitable candi-
dates are prepared for such tasks. Further elements of
our personnel strategy are assistance and advice geared
towards target groups as well as attractive incentive sys-
tems. Furthermore, the k+s GROUP maintains a good
and constructive relationship with its employees and
their unions, in which they, particularly in Germany and
North America, are traditionally largely organised. Over-
all, we consider even moderate effects on the net assets,

financial position and results of operation from the per-
sonnel risks described as unlikely.

COMPLIANCE RISKS

Compliance with applicable laws, corporate guidelines
and regulatory standards recognised by the Company
is an integral part of the corporate culture and thus
a responsibility and duty of every employee. In order
to ensure behaviour that complies with these regula-
tions, we have established a groupwide compliance
programme, which, for example, provides for employee
training on the risk areas antitrust/competition law
and anticorruption. We regard serious violations by indi-
vidual employees, which could have a significant impact
on the net assets, financial positions and results of oper-
ations, as unlikely. A detailed presentation of our compli-
ance system can be found in the ‘Corporate Governance’
chapter on pages 21 et seqq. of this Financial Report.

IT RISKS

Our IT systems support almost all Company functions to
a high degree. Our management of information technol-
ogy risks is based on the DIN 150 31000 standard “Risk
Management — Principles and Guidelines.” With the
establishment of an 1T security management system
based on the DIN 150 27001 standard, a key prerequisite
for the management of 1T risks was created. In order to
protect our business processes against such risks, struc-
tures were established and measures adopted, which
make the occurrence of risks improbable. The redun-
dant design of the 1T systems and their infrastructure
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are of particular importance in this. Our computer cen-
tre is thus operated as a two-location system, and the
components of the infrastructure (power supply, data
cables etc.) are duplicated. We meet the increased secu-
rity requirements faced by the 1T organisation through
the functions of 1T compliance, the 1T security officer
and the data protection officer. To a great extent, our
operational concepts, e.g. in the areas of monitoring,
data backup, access control, fault management and busi-
ness continuity management, ensure the availability
of the 1T systems. We classify the likelihood of short-
term effects due to 1T risks as moderate. We consider it
improbable that damage will occur. The 1T integration
of MORTON SALT which began at the start of 2010 will
probably be completed in 2012 with the provision of all
necessary IT functionalities. It is planned for POTASH
ONE to make all saAp modules available for project and
investment controlling in the first half of 2011.

FINANCIAL RISKS

Due to the global nature of its business operations, the
K+S GROUP is exposed to different financial risks. These
include the price change risk (consisting of the currency
and interest rate risk), the default risk, the liquidity risk
and the resultant fluctuations in payment flows. We
regard market price risks in the sense of energy price
risks, risks arising from the change of freight rates and
from the price increase of ammonia as operating risks.
These are described on page 139. If derivative financial



instruments are used to hedge the respective risks,
these are explained in detail in the description of risk
management in relation to financial instruments on
page 131.

RISKS DUE TO EXCHANGE RATE FLUCTUATIONS

A currency risk results from transactions, which are not
effected in our functional currency (euro). With this risk,
we draw a further distinction between transaction and
translation risks.

While a great part of the revenues of the k+s GrouUP
is settled in euros, in financial year 2010, the part of
our revenues generated in uUs dollar accounted for
almost 40 % of Group revenues. In addition to this, rev-
enues of a secondary magnitude were also generated
in other national currencies (e.g. Canadian dollar, Chil-
ean peso and pound sterling). As a result, our business
operations are exposed to the fluctuations in exchange
rates between the euro and the various other curren-
cies. 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 in
different currencies (transaction risks). Exchange rate
fluctuations, especially in relation to the us dollar, play
an important role for the Potash and Magnesium Prod-
ucts business segment.

Furthermore, currency effects also have an effect in the
Salt business segment where a significant part of earn-
ings and cash flows are generated in Us dollar and in

Canadian dollar and converted into the Group cur-
rency, the euro (translation risks). Such translation risks
also exist in relation to the net assets of subsidiaries,
whose functional currency is not the euro, which may
result in fluctuations in equity as at the reporting date.
This applies especially in the case of the acquisition of
MORTON SALT, which was completed in October 2009,
which has resulted in a significant proportion of foreign
currency assets.

Exchange rate fluctuations may have an adverse effect
on the net assets, financial position and results of oper-
ations of the x+s GrRoUP. In order to counter these
exchange rate risks, we use derivative financial instru-
ments (see Risk management in relation to financial
instruments’ on page 131 and note (18) ‘Derivative finan-
cial instruments’ in the Notes on pages 194 et seqq.).
Within the framework of transaction hedging, net posi-
tions, i.e. the payments resulting from revenues gener-
ated in foreign currencies less the outgoing payments
in foreign currencies, are hedged against exchange rate
fluctuations through derivatives, normally options and
futures. Hedge transactions are concluded in relation
to billed receivables and anticipated net positions on
the basis of projected revenues. The net positions are
determined on the basis of revenue and cost planning
using safety margins and updated on an ongoing basis
in order to avoid excess hedging or hedging shortfalls.
In addition, planned earnings are also hedged against
translation risks, in so far as these are of material sig-
nificance. More information on the foreign currency

hedging system can be found on page 115. In relation to
the current results, we consider the possible risk arising
from exchange rate fluctuations to be moderate.

RISKS ARISING FROM THE CHANGE IN THE
GENERAL INTEREST RATE LEVEL

The interest rate change risk results from market-related
fluctuations in the general level of interest rates. On the
one hand, a change has an effect on the amount of inter-
est payments, on the other hand, on the market values
of financial instruments.

As of 31 December 2010, the financial liabilities are
almost completely hedged against arise in interest rates
by means of fixed-rate financing. The investments pre-
dominantly have a short-term interest rate lock-down.
Rising interest rates would thus tend to improve the
financial result and the associated cash flows on the
basis of the asset and capital structure as of 31 Decem-
ber 2010. Falling interest rates would lead to an adverse
impact. Therefore, interest rates are analysed regularly
to manage this risk. We regard a change, particularly an
increase, in the general level of interest rates in compari-
son to the assumption made in the medium-term plan-
ning as possible, while we assess the effects as moder-
ate.Information regarding the change in Group earnings
depending on the change in interest rates can be found
in the consolidated Notes on page 207.



RISKS ARISING FROM THE DEFAULT OF

PAYMENT BY CUSTOMERS AND THE RISK OF
FINANCIAL INSTITUTIONS FAILING

This default risk should be understood as the partial or
complete non-fulfilment of contractually assured obli-
gations on the part of one or more contractual partners.

We maintain extensive business relationships with
many customers. If one or more major customers are
not in a position to fulfil their contractual obligations
towards us or become insolvent, this could result in cor-
responding losses for us. The majority of risks arising
from defaults of payment are covered for us by credit
insurance. The waiving of an insurance cover for receiv-
ables is only possible after specific approval has been
obtained, which, depending on the magnitude, has to be
issued by the management of the business segment or
the competent member of the Board of Executive Direc-
tors, and after the long-term customer relationship has
been reviewed critically. Across the Group, more than
80 % of all insurable receivables are hedged against a
default.

Default risks also exist with respect to financial insti-
tutions with which we have concluded hedging trans-
actions, with which credit lines exist or investments
were made. This risk has increased recently due to the
financial crisis and is limited by the fact that the finan-
cial transactions are only effected with institutions
having good credit ratings. In order to ensure this, the

creditworthiness of financial institutions is constantly
monitored.

Sureties and default guarantees only exist between
companies within the k+s GroUP, not, however, for
third parties.

A potential default on receivables or failure of a bank
could have a moderate adverse effect on the finan-
cial position of the x+s GrouP. However, due to mea-
sures adopted for hedging receivables and the selection
of financial institutions as well as the diversification
described above, we regard this as unlikely.

LIQUIDITY RISKS

The liquidity risks consists in the funds needed to meet
payment obligations not being procured in time and
consequently higher refinancing costs being potentially
incurred. For this reason, the main goals of our liquid-
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ity management consist in ensuring the ability to pay
at any time and the constant fulfilment of contractual
payment obligations. The need for liquidity is essen-
tially determined via liquidity planning and is covered
via assured credit lines and liquid funds.

Liquidity is managed via a Group-wide cash pool sys-
tem by the central treasury unit. In the case of invest-
ments, we pursue the goal of optimising the income
earned from liquid funds at low risk. In the case of all
forms of investments, there are certain set creditwor-
thiness requirements in relation to issuers that have to
be met. We optimised the due date profile of the financ-
ing instruments of the x+s GrRoUP in financial year 2010.
Therefore, two revolving credit lines were grouped as
one syndicated credit line with more favourable terms
and the maturity was extended from April 2012 to July
2015. / FIG: 4.11.1

MATURITY PROFILE OF FINANCIAL LIABILITIES FIG: 411.1
in € million 200 400 600 800 1,000
2011 0 Wy
2012 0 N
2013 0 >
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2015 800

Bond due 09/2014; Coupon: 5%

Revolving credit facility due 07/2015



Beyond that, there are also bilateral framework credit
agreements which have not been taken up so far. There
is no particular dependency on any individual lenders.
Within the framework of the existing credit lines, the
K+s GROUP has entered into certain obligations (finan-
cial covenants) to maintain certain financial figures. If
these obligations were violated, a premature termina-
tion of this financing through lenders is possible. How-
ever, a violation of the currently valid financial cove-
nants appears unlikely due to significantly positive
financial figures. The bond issued in September 2009
with a volume of € 750 million and a term of five years
is not subject to the obligation to maintain certain key
figures. With regard to the maturity structure of our lia-
bilities, we classify a material liquidity or financing risk
for the k+s GrROUP as unlikely.

RISKS ARISING FROM A CHANGE IN THE
COMPANY RATING

Ratings are used to assess the creditworthiness of com-
panies and are normally issued by external rating agen-
cies.In particular for credit institutions and institutional
investors, the rating provides indications of the ability to
pay of companies and has, e.g,, effects on the costs and
availability of financing possibilities.

At present, we are rated in the “investment grade” by

ron

the rating agencies “STANDARD & POOR’s” and “MOODY’s
INVESTORS SERVICE”. While the outlook given by sTAN-
DARD & POOR’S is “positive” in view of our strong

financial figures, it is classified as “stable” by mooDY’s

(STANDARD & POOR’s issuer rating: BBB positive out-
look, MooDY'’s issuer rating: Baa2 stable outlook). Rat-
ing downgrades, in particular the loss of the rating into
the “investment grade” category, could have a negative
impact on the terms of financing. Downgrades can, for
example, require the furnishing of creditors with collat-
eral and decrease the readiness of business partners to
do business with the k+s GrRoUP. In the case of existing
credit lines, higher interest margins 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, in particular
into the “non-investment grade” segment, as unlikely. We
classify the effect as moderate. / TAB: 4.11.2

DEVELOPMENT OF CREDIT RATINGS TAB: 4.11.2
Date Rating Outlook
Standard & Poor’s
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

ASSESSMENT OF OVERALL RISK SITUATION

Overall risk is assessed on the basis of the risk manage-
ment system in conjunction with the planning, man-
agement and control systems in place. The main poten-
tial risks to the future development of the x+s Group
are posed in particular by risks arising from fluctuations
in supply and demand and risks stemming from the
change of or refusal to grant permits by public agencies.
On the basis of the findings of our medium-term plan-
ning, no such serious risks to the future development
are identifiable at the present time that could, whether
individually or in conjunction with other risks, have a
lasting influence on the net assets, financial position
and results of operations of the x+s GRoOUP, that could
jeopardise its existence. 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 opportunities and risks
early on and to act correspondingly.



No material changes have occurred in the economic
environment or in the position of our industry since
the end of the financial year.

K+S ACQUIRES MAJORITY INTEREST IN

POTASH ONE

On 22 November 2010, K+S AKTIENGESELLSCHAFT and
POTASH ONE had signed an agreement under which
k+s made an offer to all poTasH oNE shareholders to
acquire all shares at a price of caNs 4.50 (transaction
volume: cANS 434 million, equivalent to around € 325
million). PoTAsH ONE holds several potash exploration
licences in the Canadian province of Saskatchewan
including the Legacy Project — an advanced greenfield
project for the construction of a potash solution plant.
The formal takeover bid was sent to the holders of the
POTASH ONE shares on 13 December 2010. The term of
acceptance ended initially on 18 January 2011.

On 19 January 2011, k+s announced that about 81% of
the POoTASH ONE shares had been tendered by the offer
deadline. The deadline was extended until 4 February in
order to give the remaining shareholders the opportu-
nity to tender their shares. On 7 February, we announced
that the tender ratio had risen to 90.9 %. As the bid was
accepted by more than 90 % of the PoTASH ONE share-
holders, the remaining outstanding POTASH ONE shares
will be acquired by means of an exclusion procedure
within the framework of the Canada Business Corpora-

tions Act. By mid-May 2011, the acquisition of POTASH
ONE should be completed.

Apart from this, no other events of material importance
for the k+s GROUP requiring disclosure have occurred.

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 business segments,
especially by increasing sales of speciality products,
enhance our efficiency through the exploitation of fur-
ther synergies, press ahead with the expansion of new
potash capacities at PoTASH ONE as well as grow both
organically and externally in our core business sectors.

FUTURE SALES MARKETS CONTINUE TO BE
BALANCED INTERNATIONALLY

During the past year, demand for potash and mag-
nesium products increased significantly, primarily in
Europe. As a result of the first-time inclusion of the North
American salt producer MORTON SALT for a whole year,
overseas revenues also increased significantly, so that
the revenue split between Europe and overseas for the
K+S GROUP was almost balanced. The rise in demand in
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the Potash and Magnesium Products business segment
expected for 2011 should result in an increase in revenues
in all regions. In the Salt business segment, the expected
decline in revenues in Europe should be compensated
for by a corresponding increase overseas, particularly in
North America. Against this backdrop, we expect that
2011 revenues will again be split almost equally between
Europe and overseas.

The growing global population as well as the tendency
for the emerging market countries to consume more
meat and the associated increase in the need for feed
should further boost demand for large parts of our fer-
tilizer product range both in Europe and on overseas
markets during the coming years. In the medium to long
term, the growth rates of the overseas markets South
America and South East Asia should thereby gain fur-
ther momentum. We assume that we will in future sell
just under one third of our fertilizer products in these
regions. Over the medium term, the planned expansion
of potash capacities at POTASH ONE in Saskatchewan,
Canada, should facilitate access to these growth regions.

The European salt market is a mature market with
rather constantly high salt consumption, except for
fluctuations in the use of de-icing salt due to weather
conditions. In comparison to the more rapidly growing
overseas markets, it displays lower levels of susceptibil-
ity to fluctuations, thanks to developed structures and
a demand that is very differentiated. Since the acqui-
sition of the Chilean salt producer spL in 2006, we are,



however, now also exploiting the potential offered by
overseas markets that are more dynamic as aresult of a
growing and increasingly more prosperous population.
The change in the lifestyle habits of South Americans is
leading to a marked increase in demand for food grade
salt, industrial salt and salt for chemical use. Following
the acquisition of MORTON SALT, we have gained access
to regions of the North American de-icing salt market,
which also tend to be characterised by a lower suscep-
tibility to fluctuation, 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 segment, we are intending
to further intensify the use of the network of production
plants in Europe, North America and South America.

/ FURTHER INFORMATION ABOUT THE FUTURE DEVELOP-
MENT OF SALES MARKETS can be found in the description of the
‘Future industry situation’ on pages 149 et seqq.

FUTURE USE OF NEW PROCESSES PERMITS
GREATER PROCESS EFFICIENCY

We are continuously working on process improvements
to increase the raw material exploitation and energy
efficiency of our plants and factories and to further
reduce solid and liquid production residues. In the Pot-
ash and Magnesium Products business segment in par-
ticular, very promising processes enhancing economic
efficiency and raw material exploitation are being devel-
oped for both underground and above-ground applica-

tions.Esco, sPL and MORTON SALT are working together
to identify best practice processes and transfer suitable
processes within the Salt business segment.

At POoTASH ONE, we are planning to construct a produc-
tion site for potassium chloride products on the basis of
solution mining technology in Saskatchewan, Canada.
Production here should commence in 2015 at the earliest.

The solution mining technology permits, to the extent
that the deposit conditions allow for such a process, a
faster commencement of production than do conven-
tional mining techniques, a more flexible starting curve
of production and the mining of lower-lying deposits.
Moreover, the ratio of crude salt to solid and liquid pro-
duction residues is more favourable.

FUTURE RESEARCH AND DEVELOPMENT WITH
MAIN FOCUS ON ENVIRONMENTAL ISSUES

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 pages
95 et seq. of this report. In 2011, research and develop-
ment expenditure should again be significantly higher
than it was in 2010. The number of employees work-
ing in research should further increase in 2011, partic-
ularly in order to overcome the coming challenges in
the area of environmental protection and to further
advance research into the area of solution mining. For
2012, we expect a stable number of employees working
inresearch in comparison to this year.

The research projects in 2011 and 2012 are enumerated
below. Some of the projects described were already
begun in previous years. Detailed information can be
found under ‘Research and Development’ on pages 98
et seqq. of this report.

FERTILIZER BUSINESS SECTOR

+ Inthe Potash and Magnesium Products business seg-
ment we are pressing ahead with the improvement
of extraction and production processes in order to
achieve increases in efficiency and reductions in solid
and liquid production residues. Within this frame-
work, in particular the further development of dry
processing technologies and improvements in pre-
liminary deposit explorations form important focal
points.

+ At x+s NITROGEN, the main focuses are the develop-
ment of fertilizers with new inhibitors, research into
the sustainability of nutrient management in the
soil when using complex fertilizers, research into the
effect of specific fertilizers under tropical conditions
in Asia and issues related to the environmental rele-
vance of the fertilizers used.

+ The development of plant protection products both
in in-house development by compo and in coopera-
tion with other substance manufacturers, in partic-
ular SYNGENTA, is being continued.



SALT BUSINESS SECTOR

+ Research into processes for improving the quality of
rock salt for industrial applications shall be advanced
through the collaboration between Esco, spL and
MORTON SALT.

+ The improvement in extraction management and
facility sites in our open-cast mining in the Chilean
Atacama desert, which began in 2010, is being fur-
ther pursued.

+ The main focuses of MORTON SALT continue to be
research into innovative de-icing agents, the reduc-
tion of sodium in food and the further development
of water-softening salts.

+ We will also pursue further cooperation with the
Dutch research institute weTsuUs on the generation
of renewable energy from saline solutions.

FUTURE PRODUCTS AND SERVICES

+ Inthe Potash and Magnesium Products business seg-
ment, we are not assuming that there will be a mate-
rial change in the product portfolio. However, we will
in particular further improve the agricultural appli-
cation consulting in 2011 through research activities
and teaching at the INSTITUTE FOR APPLIED PLANT
NUTRITION in Gottingen established jointly by our-
selves and the University of Gottingen and by means
of an effective transfer of knowledge from research to
practical agriculture.

+ Within the framework of the research activities of
K+S NITROGEN a urease inhibitor was developed,
which can considerably reduce ammonia losses dur-

ing the application of urea and thus facilitates a more
efficient supply of nitrogen. Its launch overseas is
planned still for 2011.

+ In 2011, the activities of Esco will be focused on prod-
uct optimisations in Europe for the brands BALANCE®
SALZ, CEREBOS® SEL EQUILIBRE and VATEL® SAL
EQUILIBRIO, in order to be even better able to serve
the rising demand for low-sodium mineral salts in
the food industry and among consumers.

+ At spLin South America, the supplementation of the
product portfolio of the B10sAL® brand as well as the
sale and treatment of brine for the fishing industry
is being further advanced.

+ In 2011, MORTON SALT will focus on expanding its
offer of food specialties.

Apart from this, we assume no substantial changes in
our range of products and services.

HIGHER NUMBER OF EMPLOYEES, HIGHER
PERSONNEL EXPENSES

In future too, k+s will face competition for good employ-
ees. We will continue to bring young people in particular
into the Company in order to respond to the demographic
change in a timely manner. However, we also want 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 its German companies.
Advanced education will also continue to be given spe-
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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 2011, we are expecting the number of
employees to be slightly higher than as of 31 December
2010 (15,241). The average number of employees should
also increase slightly in the current year to reach about
15,480 (2010:15,168). The reasons for the increase are par-
ticularly an increase in the number of personnel in order
to maintain the volumes of crude salt mined in the Pot-
ash and Magnesium Products business segment. With
regard to personnel expenses (2010: € 1,019.3 million) we
expect that the additional costs of the most recent pay
settlements under collective bargaining agreements and
the higher number of employees will result in a tangi-
ble increase.

FUTURE MACROECONOMIC SITUATION

The following discussion about the future macroeco-
nomic situation is essentially based on the assessments
of the INSTITUTE FOR THE WORLD ECONOMY KIEL (Kiel
Discussion Papers: Weltkonjunktur und deutsche Kon-
junktur im Winter 2010, December 2010) and of DEKA
BANK (Makro Research, Volkswirtschaft Prognosen of
8 February 2011). / TAB: 4.13.1

The significant recovery in the global economy in 2010
should, in the opinion of leading economic research



PERCENTAGE CHANGE IN GROSS DOMESTIC PRODUCT TAB: 4.13.1
2012e 2011e 2010 2009 2008

in %; real
Germany +19 +2.5 +3.6 (5.0) +1.3
European Union (EU-25/EU-27) +1.8 +1.6 +1.7 (4.1) +1.2
World +4.2 +4.2 +4.9 (1.1) +3.1

Source: Deka Bank

institutes, also continue in 2011 and 2012, although the
pace of growth will probably be more moderate. The
forecasts of DEkA BANK for the global economy assume
growth in the gross domestic product of 4.2 % for 2011
and 2012 respectively.

A financial policy that is increasingly restrictive in its
impact and a declining foreign demand will, the INSTI-
TUTE FOR THE WORLD ECONOMY KIEL predicts, result
in a slowdown in economic development in the euro-
zone. While a recession cannot be ruled out in Greece,
Spain and Portugal due to the high level of national debt,
the German economy and those of the other countries
in the eurozone should grow further. For 2011 and 2012,
DEKA BANK expects a moderate GDP increase in Europe
of 1.6 and 1.8 % respectively.

In the Usa, the economic recovery should further con-
tinue in 2011 without gathering particularly great
momentum. A stronger recovery will probably be held
back not only by the restrictive effects of the expiry
of the economic stimulus programme, but also by the

continued high level of indebtedness of private house-
holds and the structural problems of the real estate mar-
ket. The INSTITUTE FOR THE WORLD ECONOMY KIEL
believes, however, that there is no danger of the reces-
sion returning. Against this backdrop, DEKA BANK is
assuming a growth rate for the gross domestic product
of 3.3 and 3.2 % for 2011 and 2012 respectively.

As regards the emerging market countries, leading eco-
nomic institutes predict a slight decline in the momen-
tum of growth. This is due not only to lower demand
from abroad but also to the measures taken within
monetary and financial policy intended to prevent the
economy from overheating. Above all, the economies in
China and India will probably continue to perform very
positively. Here DEKA BANK is assuming GDp growth of
almost 10 % in 2011 and 2012.

The expansive monetary policy of the central banks
should continue further, against the backdrop of con-
tinued high unemployment and deteriorating economic
prospects. The INSTITUTE FOR THE WORLD ECONOMY

KIEL expects that the central bank interest rates across
the whole of 2011 will remain unchanged at their current
low level and only be gradually raised in 2012. Our expec-
tations regarding the usp/EUR exchange rate, which
underlie our corporate planning, are on average about
1.35 USD/EUR for 2011 and 2012, while we assume an oil
price level of just under us$ 90 per barrel.

IMPACT ON K+S

+ The economic upturn in the emerging market coun-
tries is continuing and is improving the prosper-
ity level of the population of such countries. This
increases global per capita consumption of food,
including meat, as well as the pressure on the agri-
cultural sector to meet this challenge.

+ Since the second half of 2010, the recovery in the
prices of agricultural products resulted in a tangi-
ble increase in the demand for fertilizers. The futures
traded at exchanges for agricultural products indicate
that in financial year 2011 too, the prices for agricul-
tural products should remain at a level that is very
lucrative for the agricultural sector. The market for
fertilizers should also benefit from this development,
and that is why we are assuming that for 2011 as a
whole global sales of potash will amount to 57 to 60
million tonnes (2010e: 57 million tonnes).

+ Options and futures are used to hedge incoming us
dollar payments expected for coming years, which for
2011 define a worst-case scenario of about 1.36 UsD/
EUR Incl. costs for planned revenues of the Potash
and Magnesium Products business segment. Within



the framework of translation hedging in the Salt
business segment, hedging transactions exist, which
guarantee a worst case translation of the hedged net
position at 1.37 usp/EUR. The selected instruments
also provide the x+s GrouP with the opportunity to
participate in a potentially rising us dollar.

+ Our production costs are influenced to a consider-
able degree by energy costs, particularly with regard
to gas. As aresult of the energy supply clauses agreed
with our suppliers, changes in energy prices in the
Potash and Magnesium Products business segment
are in part only reflected in our energy costs with a
delay of six to nine months.

FUTURE INDUSTRY SITUATION

The important competitive positions of the individual
business segments described in the section ‘Group struc-
ture and business operations’ on pages 77 et seqqg. essen-
tially remain valid.

FERTILIZERS BUSINESS SECTOR

A global population that 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
materials for the generation of bioenergy are all tend-
ing to increase demand for agricultural raw materials
around the world. Especially against the backdrop of a
decline in the availability of agricultural land per capita,

this poses a great challenge for the agricultural sector.
The following diagram shows that the land available
for the cultivation of cereals worldwide decreased by a
total of 0.4 % p.a. over the past 30 years. During the same
period, the world’s population has risen from about 4.5
to 6.9 billion people. / FIG: 4.13.1

That cereal production could nevertheless increase over
this period of time can be attributed to, among others,
the use of mineral fertilizers. Balanced, sustainable min-
eral fertilizer use will remain a decisive factor also in the
future in contributing to countering the decline in the
land available for cultivation, prompted by urbanisation,
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erosion and flooding, by means of intensifying farming
on the land that remains.

Despite great efforts made on the production side, over
the past few decades, more cereals have often been con-
sumed than produced. During the past financial year
too, the highest global demand for cereals so far was
confronted with an insufficient production volume, so
that the stocks-to-use ratio fell below the critical thresh-
old of 20 %. In particular against this backdrop, the prices
of agricultural products increased significantly during
the second half of 2010. / FIG: 4.13.2

LAND UNDER CULTIVATION AND YIELD PER HECTARE FOR WHEAT AND COARSE GRAINS FIG: 4.13.1
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PRODUCTION/CONSUMPTION AND STOCKS-TO-USE RATIOS

FOR WHEAT AND COARSE GRAINS FIG: 4.13.2
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Figure 4.13.3 shows that a further decline in the stocks-
to-use-ratio in financial year 2011/12 cannot be ruled out.
If one assumes utilisation of land for the coming year
corresponding to the average for the past five years and
the average yield per hectare during this period and if
one applies the five-year average growth in demand to
the consumption in financial year 2010/ 2011, this would
result in the largest production deficit ever recorded in
the past 30 years accompanied by sharply declining
stocks of cereals. In this case, the stocks-to-use ratio
would decline from 19 to 13% and therefore result in
the lowest value since the beginning of UsDA records
(1973). / FIG: 4.13.3

Against this backdrop, the capital markets very proba-
bly regard the current higher price level for agricultural
products in the next two years as being relatively stable.
At least, this is reflected in the forward rates in Figure
4134. /FIG:4.13.4

In 2011, demand for fertilizers should increase further
due primarily to a probably not only temporary positive
development of agricultural prices. The resultant more
attractive income prospects in the agricultural sector
should provide sufficient incentive to raise yields per
hectare through the increased use of fertilizers. Against
this background, a high level of utilisation of the respec-

tively available production capacities is to be expected
globally both for potash and magnesium products and
for nitrogen fertilizers.

In 2011 as a whole, we are therefore assuming world
potash sales volumes of about 57 to 60 million tonnes
(2010e: about 57 million tonnes). The level of sales vol-
umes reached before the financial and economic crisis
should therefore be achieved again and, from that level,
grow again by 3 to 5 % p.a. over the coming years. As the
world's fourth-largest individual producer with a mar-
ket share of about 10 %, k+s should participate in this.

With regard to the most recent price announcements:
Against the backdrop of highly utilised production
capacities worldwide until the first quarter, in mid-
December 2010, K+s announced a price increase for
Europe to 335 €/tonne of granulated potassium chlo-
ride. The Russian/Belarusian export organisation Bpc
and the North American export organisation CANPO-
TEX agreed contracts with Chinese importers regarding
the supply of potassium chloride standard at 400 uss/
tonne (previous year: 350 uss/tonne) including freight.
After Bpc announced a price of 440 to 450 Us$/tonne of
granulated potassium chloride in Asia and Latin Amer-
ica for newly concluded contracts at the start of Novem-
ber 2010, early in February 2011, CANPOTEX announced
prices of 460 Us$ /tonne of potassium chloride standard
and 475 Uss$/tonne of granulated potassium chloride in
these markets.



/ A DESCRIPTION OF THE PRICE DEVELOPMENT FOR POTAS-
SIUM CHLORIDE IN THE 2010 FINANCIAL YEAR can be found
in the description of the industry-specific conditions on page 103.

It is only with great difficulty that one can forecast the
potash price level over the medium term. However, the
economic viability of time-consuming and very capi-
tal intensive new projects (Greenfield mines) is depen-
dent on a reasonable potash price level: New capacity
cannot be realised cost effectively at the price level pre-
vailing four to five years ago. And after decades during
which the potash price remained almost constant until
2004 and the investment backlog this triggered, which
also lasted for decades, the demand for potash in a glo-
balised world with constantly rising dietary expecta-
tions cannot be met by the currently installed capaci-
ties alone. / FIG: 4.13.5

SALT BUSINESS SECTOR

Over the coming years too, the situation of the industry
and competition in Europe will be shaped by the con-
tinuation of the consolidation process in the salt indus-
try. Depending on the level of freight costs, the intense
competition characterising the market situation for
European producers could also be exacerbated by rising
imports from non-EU countries. As Europe’s largest salt
producer, we are well-equipped to meet the challenges
arising in this market environment. Assuming average
weather conditions, in 2011, the demand for de-icing salt
in Europe should, however, again decline correspond-
ingly following the peak year 2010. While demand in the
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4.13 FORECAST REPORT

RISK FOR POTENTIAL GLOBAL WHEAT AND COARSE GRAINS SHORTFALL! IN 2011/12 FIG: 4.13.3
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' Wheat and coarse grains. Source: USDA
2 Based on last 5 years’ average of harvested area multiplied by last 5 years’ average yield (531 million hectares x 3.3 tonnes per hectare).

3 Based on 2010/11 consumption (1,788 million tonnes) multiplied by last 5 years’ annual average demand growth rate of 2.1%

4 Implied stocks-to-use ratio: ending stock 2010 /11 (332 million tonnes) less potential shortfall (94 million tonnes) divided by potential

consumption 2011/12 (1,826 million tonnes)

FUTURES FOR AGRICULTURAL PRODUCTS FIG: 4134
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WORLD POTASH CAPACITY, PRODUCTION AND SALES VOLUMES

FIG: 4.13.5
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food grade salt and industrial salt segments in Europe is
expected to remain stable during the coming year, sales
volumes of salt for chemical use should again increase
moderately in light of the economic recovery.

With the Chilean salt producer spL, the largest salt pro-
ducer in South America, we have a very good starting
point for participating in the dynamic growth of the

South and Central American markets. While the demand
from the chemical industry for salt for chemical use
should increase moderately, the South American mar-
ket for industrial salt and food grade salt should grow
steadily in line with the local population development.

Following the acquisition of MORTON sALT, the largest
salt producer in North America in terms of production

capacity, in the de-icing salt sector we have access to new
markets with winter business in North America that is
less susceptible to fluctuations. In the industrial salt and
food grade salt segments too, North America is now
among our most important 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 positioned in the consumer business, which
should enable us to achieve stronger sales volumes of
higher-margin speciality products. Assuming average
weather conditions, in 2011, the demand for de-icing salt
in North America should slightly increase against the pre-
vious year, that has somewhat lagged behind the long-
term average. Early stocking-up over the summer months
should be above average, considering the wintry condi-
tions at the start of the year. The consumption of food
grade and industrial salts should continue to be stable.
Demand on the part of the chemical industry for salt for
chemical use should again increase moderately in light
of the emerging economic recovery.

EXPECTED DEVELOPMENT OF REVENUES
AND EARNINGS

The following forecasts relate exclusively to the expected
organic development of revenues and earnings; increases
resulting from possible acquisitions and cooperations are
not taken into consideration.



For a number of years, k+s has principally been pursu-

ing a clearly defined forecast policy:

+ In the Financial Report, an outlook for two years is
given. In terms of quality, the outlook uses the expres-
sions “slight”, “moderate, “tangible”, “significant” and
“strong”. The respective expressions normally follow
an internal classification depending on the expected
percentage change in comparison to the 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, if necessary, changed.

K+S GROUP WITH ATTRACTIVE PROSPECTS

IN 2011, REVENUES SHOULD INCREASE TANGIBLY IN
COMPARISON WITH THE PREVIOUS YEAR'S FIGURE
Following the estimates in the outlook for the third
quarter of 2010 and against the background of the posi-
tive demand and price trends emerging at the end of
the year and during the course of the first quarter of

2011, revenues of the k+s GRoUP should rise tangibly
in financial year 2011 against the previous year (previ-
ously: moderately). While in the Potash and Magnesium
Products business segment we are assuming a tangi-
ble increase in revenues and, in the Nitrogen Fertilizers
business segment, a significant (previously: slight) one,
in the Salt business segment we expect a stable (previ-
ously: moderately declining) revenue level. The revenue
forecast assumes an average Us dollar exchange rate of
1.35 USD/EUR (2010:1.33 USD/EUR).

COSTS WILL PROBABLY RISE TANGIBLY, BUT BY A
LOWER PROPORTION

The following forecast of the development of costs is
structured by cost type: The total costs of the k+s GROUP
should rise tangibly year on year. As far as personnel
expenses are concerned, in light of a slightly higher
number of employees and the most recent higher pay
settlements under collective bargaining agreements, we
anticipate a tangible increase. Energy and freight costs
too should rise tangibly and significantly, respectively,
in relation to the preceding year. Finally, higher input
prices will probably also result in a significant increase
in material costs. We expect depreciation /amortisation
charges to be at a moderately higher level.

OPERATING EARNINGS LIKELY TO RISE
SIGNIFICANTLY

For the financial year 2011, we are forecasting signifi-
cantly higher operating earnings EBIT I in comparison
to last year's figure. This is primarily due to the expected
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significantly higher earnings in the Potash and Magne-
sium Products business segment as well as a moderate
(previously: tangible) improvement in operating earn-
ings in the Nitrogen Fertilizers business segment. On the
other hand, the operating earnings of the Salt business
segment will probably fall moderately (previously: sig-
nificantly). On the basis of our us dollar estimate of 1.35
USD/EUR (average rate for 2010:1.33 usD/EUR) this does
not result in a material currency-related effect.

GROUP EARNINGS AFTER TAXES WILL PROBABLY

IMPROVE SIGNIFICANTLY

In 2011, the adjusted Group earnings after taxes should

also be significantly higher in line with the develop-

ment of operating earnings. Our projection is based not

only on the effects described for revenues and operat-

ing earnings, but also on the following circumstances

expected from today’s perspective:

+ a significantly better financial result, after this was
negatively impacted by special effects in 2010;

+ a domestic Group tax rate of 28.2% and an adjusted
Group tax ratio of about 26 to 27 % (2010: 26.2 %).

FORECAST FOR 2012 ALSO POSITIVE

In 2012, revenues will probably develop in a largely sta-
ble manner in comparison to the previous year. Mod-
erately higher revenues in the Potash and Magnesium
Products business segment will probably be accompa-
nied by stable revenues in the Nitrogen Fertilizers busi-
ness segment and moderately lower revenues in the Salt
business segment. Owing to the high profitability of the



Potash and Magnesium Products business segment, for
operating earnings we see realistic opportunities for
a moderate increase year on year, which should also
have a correspondingly positive impact on the adjusted
Group earnings after taxes.

SIGNIFICANTLY HIGHER EARNINGS EXPECTED
FOR POTASH AND MAGNESIUM PRODUCTS

The prospects for the global development of demand for
potash and magnesium-containing fertilizers are cur-
rently very attractive, so that from today’s perspective,
we expect a full utilisation of our plants and a sales vol-
ume of 7.0 million tonnes of goods for 2011 (2010: 6.99
million tonnes). On the basis of the currently achieved
potash price level, a tangibly higher average price level
is expected than in the previous year. On this basis, the
revenues of the Potash and Magnesium Products busi-
ness segment too should increase tangibly in compari-
son to a year ago. The total costs should only rise mod-
erately overall, even if individual cost types such as
energy and freight costs will rise tangibly. The positive
effect on revenues should more than make up for the
expected rise in costs and enable significant earnings
growth once again.

From the perspective of today, with a stable level of sales
volumes, we assume a moderate improvement of our
revenue and earnings figures for 2012.

POSITIVE EARNINGS EXPECTATIONS FOR
NITROGEN FERTILIZERS

In financial year 2011, revenues of the Nitrogen Fertilizers
business segment should increase significantly (previ-
ously: slightly). At compo, revenues are likely to be able
to improve as a result of a high demand for complex fer-
tilizers, principally in the Expert area. The revenues of
K+S NITROGEN from straight nitrogen fertilizers, com-
plex fertilizers and ammonium sulphate should develop
positively overall, primarily due to price factors. A high
level of capacity utilisation, attractive price prospects,
but also increasing raw material costs should, in com-
parison to good earnings in the previous year, facilitate
a moderate (previously: tangible) increase in operating
earnings.

In 2012, from the perspective of today, revenues should
develop largely in a stable manner. Opportunities for a
further moderate increase exist for operating earnings.

SALT BUSINESS SEGMENT SHOULD AGAIN
BENEFIT FROM HARSH WINTER

As a result of the good start to the de-icing business
both in Europe and North America due to weather con-
ditions, we are expecting stable revenues at a high level
for the Salt business segment in 2011 (previously: mod-
erately declining) in comparison to the peak year 2010.
This forecast assumes an average de-icing salt business
in the fourth quarter as well as an overall relatively
stable development of revenues in the food grade and
industrial salt segments as well as the salt for chemical

use segment, so that a forecast of 22 to 23 million tonnes
of crystallised salt in 2011 appears to be realistic to us
(2010: 22.5 million tonnes). On the cost side, in particular
higher freight costs as well as sales from stocks should
result in moderately (previously: significantly) declining
operating earnings.

In comparison to the revenue level of 2011, on the basis
of a normal winter business that follows the long-term
average of historical de-icing salt volumes, we are antici-
pating moderately lower revenues and operating earn-
ings for 2012 (assumption for crystallised salt sales vol-
ume 2012: about 21 million tonnes).

COMPLEMENTARY BUSINESS SEGMENTS SHOULD
SEE STABLE DEVELOPMENT

For 2011, from today’s perspective, we assume a stable
development of revenues and a moderate decline of
earnings.

In 2012, we expect a stable development for both reve-
nues and earnings of the Complementary Business Seg-
ments.

ANTICIPATED FINANCIAL POSITION

EXPECTED FINANCING STRUCTURE
CHARACTERISED BY HIGH EQUITY RATIO

With net indebtedness (including long-term provisions)
of € 732.5 million and thus a level of indebtedness of only



29.7% and as a result of a high operating cash flow, the
K+S GROUP has a strong financial base. Both these fac-
tors mean that we are able to respond flexibly to invest-
ment and acquisition opportunities. In light of the earn-
ings development expected for 2011 in comparison to
the previous year, our net indebtedness should remain
at a stable level. This assumption takes into consider-
ation e.g. the investment budget expected for 2011, the
purchase price payment for the POTASH ONE shares as
well as the dividend amount resulting from the divi-
dend proposal of the Board of Executive Directors. It does
not include capital expenditure at poTAsH ONE, further
acquisitions or share repurchase transactions. In 2011
and 2012, we will, under these conditions, in all likeli-
hood display an equity ratio of around 50 %, while the
level of indebtedness should be less than 30 %.

POSITIVE DEVELOPMENT OF LIQUIDITY
EXPECTED FOR THE COMING TWO YEARS

The earnings development forecast for 2011 and 2012
should also have a positive impact on the cash flow
provided by business activities. The latter might tan-
gibly exceed outlays connected with capital expendi-
ture (excluding PoTAsH ONE) and the purchase price
payment for the PoTASH ONE shares, so that we can
expect to generate a positive free cash flow over the
next two years.

PLANNED CAPITAL EXPENDITURE

K+S GROUP

Our aim is essentially that capital expenditure related
to replacement and safeguarding production capacity
will not exceed the level of depreciation. Also, cash flow
from operating activities should offer sufficient scope
for profitable investments in expansion and rationali-
sation projects.

In 2011, the K+s GROUP’s level of capital expenditure
should be at least € 300 million. Capital expenditure at
POTASH ONE is not yet included in this figure. However,
initial investment in the infrastructure as well as first
drillings will be needed for this project to be continued
systematically. It is planned that the funds for invest-
ment necessary for the implementation of the overall
first phase of expansion will be determined in the sec-
ond half of 2011. Capital expenditure of about € 35 mil-
lion is being set aside for the package of measures on
water protection for the Hesse and Thuringia potash dis-
trict. Investments in measures relating to replacement
and ensuring production should account for about 80 %
of the total amount of capital expenditure; this share
should thus be slightly below the expected deprecia-
tion of € 250 million.

In 2012, the K+s GROUP’s capital expenditure should, in
the light of expenditure of a good € 50 million accounted
for by the package of measures, amount to € 320 million.
Capital expenditure at POTASH ONE is not yet included
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in this figure for the reasons stated above. Measures
relating to replacement and ensuring production will
account for about 80 % of this.

POTASH AND MAGNESIUM PRODUCTS

BUSINESS SEGMENT

At a good € 150 million, the level of capital expendi-
ture in 2011 should significantly exceed the figure for
2010 (€ 96.9. million). About € 35 million of this increase
is accounted for by the package of measures. Capital
expenditure at POTASH ONE is not yet included in this
figure. However, initial investments in the infrastruc-
ture and initial drilling will occur for this project in order
to continue it systematically. Furthermore, investment
projects have been shifted from 2010 to 2011. The focus
here is primarily on projects for improving the exploi-
tation of raw materials and process optimisation. In all,
investments in replacement and ensuring production
capacity will account for a good 80 % of the volume of
capital expenditure.

In 2012, the level of capital expenditure should be € 185
million considering the investments of a good € 50 mil-
lion due to the package of measures. Capital expenditure
at POTASH ONE is not yet included in this figure for the
reasons stated above. Furthermore, this assumes that
we will receive approval for the planned construction
of the saline water pipeline from the Neuhof site to the
Werra plant and will be able to commence construction
(approximately € 20 million).



NITROGEN FERTILIZERS BUSINESS SEGMENT

The volume of capital expenditure should be a good € 10
million in 2011 and therefore roughly at the level of 2010.
At compo, outlays relating to replacement and ensuring
production will account for a significant part of capital
expenditure. Furthermore, 2011 will also see the imple-
mentation of projects for product development in the
consumer sector. At K+s NITROGEN, investment in an
equipment for the colour-marking of products will be
the main focus. In all, investments in replacement and
ensuring production capacity of the Nitrogen business
segment will account for a good 80 % of the volume of
capital expenditure.

For 2012, we expect a volume of capital expenditure of
€ 8 million. The majority of this is again accounted for
by compo.

SALT BUSINESS SEGMENT

At just under € 95 million, the volume of capital expen-
diture in 2011 should significantly exceed the figure for
the previous year (€ 79.0 million). Investments in greater
flexibility in de-icing salt production in Europe and mea-
sures to enhance efficiency at MORTON SALT will mainly
contribute to this increase. The focus will be on the fol-
lowing projects: The modernisation of a shaft winding
engine at the Borth site in Germany, the expansion of
grinding mills at the Bernburg site in Germany, brine
field expansion at Frisia in Harlingen in the Netherlands,
the modernisation of the evaporated salt facility at the
Hutchinson site in Kansas, usa, the expansion of brine

flelds and mining claims at five different sites in the
Usa, the expansion of storage capacity at spL in Brazil
and the modernisation of a loading terminal and the
expansion of sifting capacity in Chile. Just under 90 %
will be invested in measures relating to replacement
and ensuring production.

Capital expenditure of approximately € 95 million can
also be expected for 2012.

COMPLEMENTARY BUSINESS SEGMENTS

Capital expenditure in each of 2011 and 2012 will be
approximately € 5 million and will therefore be some-
what above the level for the year under review (€ 4.2
million) and primarily concern investments relating to
replacement and ensuring production. A good € 3 mil-
lion of this will be accounted for by the Waste Man-
agement and Recycling business segment and € 1 mil-
lion will be invested each in the Logistics and Animal
Hygiene Products business segments. In the Waste Man-
agement and Recycling business segment, a further field
for underground re-utilization is being developed at the
Bernburg site.

EXPECTED DEVELOPMENT OF DIVIDENDS

DIVIDEND PROPOSAL FOR FINANCIAL YEAR 2010
RAISED SUBSTANTIALLY

On 12 May 2010, the dividend of € 38.3 million for 2009
was paid from the existing accumulated profit of € 46.2
million of K+s AKTIENGESELLSCHAFT available at the
end of 2009.In the financial year 2010, the K+S AKTIEN-
GESELLSCHAFT achieved net income for the year of
€ 217.8 million (2009: € 42.8 million). After the inclusion
of profit carried forward amounting to € 7.9 million,
€ 225.7 million are disclosed as accumulated profit.

/ TAB: 4.13.2

As a result of the strong increase in the adjusted earn-
ings of the k+s GROUP and in line with our long-term
dividend policy, the Board of Executive Directors pro-
poses to the Annual General Meeting that a dividend of
€1.00 per share (previous year: € 0.20 per share) be paid.

Assuming that we will not hold any own shares on the
date of the Annual General Meeting, this will resultin a
total dividend payment of € 191.4 million; the dividend

DEVELOPMENT OF DIVIDENDS TAB: 4.13.2
2010" 2009 2008 2007 2006

in€
Dividend per share 1.00 0.20 2.40 0.50 0.50

1 The figure for 2010 corresponds to the dividend proposal.



payout rate of 43 % is within the payout corridor of 40
to 50 % of the adjusted k+s GROUP earnings that we are
basically seeking to achieve.

FUTURE DIVIDEND POLICY

We pursue an essentially earnings-based dividend policy.
According to this, a dividend payout rate of 40 to 50% of
the adjusted Group earnings forms the basis for future
dividend recommendations to be determined by the
Board of Executive Directors and the Supervisory Board.
The significant increase of the adjusted Group earnings
after taxes expected for 2011 should have a correspond-
ing impact on the future dividend payment. For 2012, due
to the anticipated improvement in the earnings level, an
appropriate increase in the dividend is possible.

OPPORTUNITIES

OPPORTUNITIES FROM THE DEVELOPMENT OF
FRAMEWORK CONDITIONS

Information on our opportunities management can be
found in the Risk Report on page 130.

The historically relatively low ratio of stocks of important
agricultural products to annual consumption already
described under the heading Future industry situation’
on pages 149 et seqq. could be reflected in the price deter-
mination for agricultural products over the long term.
Attractive price levels will in turn encourage farmers
worldwide to both utilise any additional available uncul-

tivated land and to increase the intensity of existing cul-
tivation. Both these elements require greater use of fer-
tilizers and could in future result in global demand for
fertilizers again rising at a faster pace thanthe 2to 3%
per year hitherto forecast.

CORPORATE STRATEGY OPPORTUNITIES

In view of the high level of utilisation of the technical
capacity available to us in Germany in normal years
as well as the probable strongly rising future demand
for fertilizers, for some time now, the Potash and Mag-
nesium Products business segment has been pursu-
ing a strategy to expand its production capacities for
potash. Against this background, on 22 November 2010,
we declared our intention to submit a takeover bid for
the Canadian exploration company POTASH ONE. On 7
February 2011, we announced that within the frame-
work of this takeover bid, a majority interest of 90.9%
of POTASH ONE shares was tendered. k+s thus secured
for itself the rights to several potash exploration licences
in the Canadian province of Saskatchewan including the
Legacy Project — an advanced greenfield project for the
establishment of a potassium chloride production on
the basis of potash solution mining. We expect the first
quantities to be available starting from 2015 at the earli-
est. The acquisition of PoTASH ONE provides us with the
opportunity to participate in global market growth, fur-
ther improve the revenues and earnings of the business
segment, strengthen international competitiveness and
extend the average useful lives of our mines.
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Moreover, we are currently carrying out a feasibil-
ity study for our Siegfried-Giesen reserve mine near
Hildesheim, Lower Saxony. The results should be avail-
able in summer 2011. Under the condition of economic
viability and the granting of the necessary mining and
environmental-law permits, the opportunity would
arise for us through the reactivation of Siegfried-Giesen
to make up to a certain extent for the loss of production
capability resulting from the closure of the Sigmunds-
hall site that will probably become necessary in 2018.

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 segments
in the exchange of technical, geological and logistics
know-how as well as scale effects in the procurement of
machines and auxiliary materials.

ECONOMIC PERFORMANCE OPPORTUNITIES

A decrease in energy costs would have a favourable
impact on the cost structure and thus the business suc-
cess of the energy-sensitive Potash and Magnesium
Products and Salt business segments in particular. A
decrease in k+s’ energy costs from the current level by
10 % means just under € 30 million lower costs per year;
a corresponding decrease in freight costs would result in
areduction of about € 8o million. In addition, energy and
ammonia costs have tended to move in tandem in the
past: accordingly, it is highly probable that a decrease in



energy costs would also result in lower ammonia costs
and thus in lesser procurement costs in the Nitrogen
Fertilizers business segment.

OTHER OPPORTUNITIES

Rising fuel and power prices as well as environmental
aspects prompt us to continuously review and improve
our energy concept. Following the successful com-
missioning of the waste heating plant at the Winter-
shall site, which belongs to a German energy company
and from which we obtain steam, the waste heating
plant of our partner Omrin in Harlingen, The Nether-
lands, will be put into operation in the vicinity of our
Frisia Zout site in spring 2011. With the taking over of
steam agreed there too, gas will be saved and co, emis-
sions prevented. Furthermore, in partnership with E.on
Energy Projects (contracting model) at the Hattorf site, a
gas turbine block will be constructed for the expansion
and enhancement of efficiency of the power plant there.
The aim of all these measures is to improve energy effi-
ciency, while increasing the generation of own electric-
ity and cutting co, emissions.

Within the framework of creating greater flexibility and
lowering input costs, the gas supply contracts, which
were previously exclusively 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. Further opportunities arise from the
evaluation of best practice approaches within the k+s

GROUP. The use of cogeneration plants at our foreign
sites too is also being examined.

For the k+s GrROUP, the UsD/EUR currency relationship
is generally of great importance, since in particular pot-
ash sales, with the exception of the European market
and some overseas regions, are invoiced in Us dollars.
Our corporate planning in 2011 is based on a Us dollar
exchange rate of 1.35 USD/EUR. Assuming a rise of the
Us dollar by 10 cents to 1.25 USD/EUR, this would have
a positive overall effect on operating earnings of about
€ 15 million at the Group level If, on the other hand, the
Us dollar were to depreciate by 10 cents to 1.45 USD/EUR,
this would only result in a negligible effect on earnings
thanks to the hedging instruments used by us.

GENERAL STATEMENT ON THE EXPECTED
DEVELOPMENT OF THE K+S GROUP

Currently, both the demand for and price level of min-
eral fertilizers are growing all around the world. In the
current year, the salt business too will probably profit
from an once again above-average demand for de-icing
salt. As regards the development of the business in 2011,
from today’s perspective, we therefore anticipate a tan-
gible increase in revenues. As the expected rise in costs
will probably lag behind the increase in revenues, we
even see good opportunities for a significant increase
in comparison with the corresponding figures for the

previous year both for operating earnings EBIT 1 and for
the Group earnings. / TAB: 4.13.3

A globally limited availability of agricultural land and,
probably over a longer period, higher agricultural prices
will motivate farmers all over the world to increase
their acreage yields. Particularly in the emerging market
countries, this requires a greater intensity of fertilizer
application, so that for 2012 it can be assumed that there
will be a further increase in demand with, at the same
time, a high level of production capacity utilisation. Price
potential especially for potash and magnesium fertiliz-
ers is therefore possible. As a result of the good start to
the de-icing business both in Europe and North America
due to weather conditions, we are expecting stable reve-
nues at a high level for the Salt business segment in 2011
in comparison to the peak year 2010; on the cost side,
in particular higher freight costs as well as sales from
stocks should result in moderately declining operating
earnings. In comparison to the figures for the previous
year, it should therefore be assumed for the k+s Group
that 2012 will overall be characterised by stable revenue
development and moderately improving earnings.

Our outlook for the years 2011 and 2012 is based, among

other things, on the following assumptions:

+ continued attractive agricultural prices;

+ higher average proceeds and stable sales volumes in
the Potash and Magnesium Products business seg-
ment (expected sales volume in both years: about
7 million tonnes);



OVERVIEW IN TABLE FORM OF REVENUE AND EARNINGS TRENDS DESCRIBED ! TAB: 4.13.3
Potash and Complementary
Magnesium Nitrogen Business
Products Fertilizers Salt Segments K+S Group
in € million
Revenues 2010 1,844.7 1,286.2 1,728.7 1337 4,993.8
Revenues 2011 ++ +++ o o ++
Revenues 2012 + o - [ o
EBIT 12010 475.9 55.7 2381 21.2 726.9
EBIT 1201 +++ + - - +++
EBIT 12012 + + - o +
1 Trend year on year; o: unchanged; —/+: slight to moderate; ——/++:tangible; ———/+++: significant.

+ 22to 23 million tonnes of crystallised salt in 2011 and
about 21 million tonnes in 2012 (normal year);

+ a Us dollar exchange rate of 1.35 USD/EUR;

+ significantly rising energy costs in 2011 and a stable
cost development in the following year on the basis
of an oil price level of around Us$ 90 per barrel and of
the energy contract clauses relevant for us;

+ astable adjusted Group tax ratio of 26 to 27 %.

Moreover, further growth in our core business sectors
remains the focal point of our strategy and encom-
passes both acquisitions and cooperation arrangements.

GUARANTEE OF THE LEGAL REPRESENTATIVES

OF K+S AKTIENGESELLSCHAFT

To the best of our knowledge, and in accordance with
the applicable principles for financial reporting, the con-

solidated financial statements give a true and fair view
of the assets, liabilities, financial position and profit or
loss of the Group, and the Group management report
includes a fair review of the development and perfor-
mance of the business and the position of the Group,
together with a description of the principal opportu-
nities and risks associated with the expected develop-
ment of the Group.

Kassel, 1 March 2011

K+S AKTIENGESELLSCHAFT
THE BOARD OF EXECUTIVE DIRECTORS
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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 underly-
ing 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 from cur-
rent expectations. Outside statutory disclosure pro-
visions, the Company does not take any obligation to
update the statements contained in this management
report.
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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, prepared by k+s AKTIENGESELLSCHAFT, Kassel, as well
as the group management report for the financial year from 1January to 31 December 2010.
The preparation of the consolidated financial statements and the group management report
in accordance with International Financial Report Standards (1Frs) as applied within the Eu
and the supplementary commercial law provisions as applied in accordance with Sec. 315a,
para.1of the German Commercial Code (HGB) is the responsibility of the company’s Board of
Executive Directors. Our responsibility is to express an opinion of the consolidated 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 and the German generally accepted standards for the audit
of financial statements promulgated by the German Institute of Certified Public Accoun-
tants (Institut der Wirtschaftspriifer). Those standards require that we plan and perform
the audit in such manner that material misstatements affecting the presentation of the net
assets, financial position and results of operations in the consolidated financial statements
in accordance with the applicable accounting rules and in the group management report
are detected with reasonable assurance. Knowledge of the business activities and the eco-
nomic 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 sup-
porting 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 net assets, finan-
cial position and results of operations of the Group in accordance with such provisions. The
group management report is consistent with the consolidated financial statements, pro-
vides a suitable understanding of the position of the Group and suitably presents the risks
of future development.

Hanover, 1 March 2011

(Prof. Dr. Beine)
Auditor

DELOITTE & TOUCHE GMBH (Rémgens)

Wirtschaftspriifungsgesellschaft Auditor



INCOME STATEMENT TAB: 5.2.1 STATEMENT OF COMPREHENSIVE INCOME TAB:5.2.2
Notes 2010 2009 Notes 2010 2009
in € million in € million
Revenues [1] 4,993.8 3,573.8 Net income 449.4 96.9
Cost of sales 3,075.6 2,3439 Foreign currency translation 148.8 6.3
Gross profit 1,918.2 1,229.9 Earnings without recognition in profit or loss (after taxes) 148.8 6.3
Selling expenses 9719 7124 Comprehensive income of the period 598.2 103.2
General and administrative expenses 183.6 1231 Minority interests in comprehensive income 0.8 0.5
Research and development costs 15.5 18.7 Group comprehensive earnings after taxes
Other operating income 2] 2061 1545 and minority interests 597.4 102.7
Other operating expenses [3] 209.0 2533
Income from investments, net [4] 4.8 0.9 OPERATING EARNINGS (EBIT 1) TAB:5.2.3
Result from operating forecast hedges’ [5] (17.6) (35.9)
- Notes 2010 2009
Result after operating hedges (EBIT 11)2 7315 2419
- in € million
Interest income (6] 7.6 4.7 .
Result after operating hedges (EBIT 11 731.5 241.9
Interest expenses [6] (134.2) (61.7) u EelatiZhcaesl ) -
+ Result from operating forecast hedges™ 5 176 35.9
Other financial result [7] 31 (58.4) P g g 51
N N + Realised earnings from operating forecast hedges? (22.2) (39.8)
Financial result (123.5) (115.4) - -
- - Operating earnings (EBIT 1)2 726.9 238.0
Earnings before income taxes 608.0 126.5
Taxes on income 18] 158.6 296 1 Since financial year 2009, all income from operating forecast hedges is shown under ‘Result from operating forecast hedges’ (see also the
- : - ‘Notes to the income statement and the statement of comprehensive income’ on pages et 184 seqq.).
— of which deferred taxes (20.6) (87) 2 Management of the K+S Group is handled on the basis of operating earnings (EBIT I). Reconciliation of EBIT Il to operating earnings (EBIT )
Net income 449.4 96.9 is recorded in Table 5.2.3 (see also the ‘Notes to the income statement and the statement of comprehensive income’ on pages et 184 seqq.).
: - 3 The adjusted key figures unalteredly only include the realised result from operating forecast hedges of the respective reporting period
Minority interests in earnings 0.8 0.5 (see also the ‘Notes to the income statement and the statement of comprehensive income’ on pages et 184 seqq.). The changes in the mar-
Group earnings after taxes and minority interests 4486 96.4 ket value of operating forecast hedges still outstanding, however, are not taken into account in the adjusted earnings. Related effects on
. 2 deferred and cash taxes are also eliminated; tax rate for 2010: 28.2% (2009: 27.9%).
Earnings per share in € (undiluted £ diluted) [11] 2.34 0.58
Operating earnings (EBIT I)2 726.9 238.0
Earnings before income taxes, adjusted? 603.4 122.6
Group earnings, adjusted? [11] 445.3 93.6
Earnings per share in €, adjusted? [11] 2.33 0.56
Average number of shares in million 191.34 166.15




CASH FLOW STATEMENT TAB:5.3.1 CASH FLOW STATEMENT (CONTINUED) TAB:5.3.1
Notes 2010 2009 Notes 2010 2009

in € million in € million
Result after operating hedges (EBIT 11) 731.5 241.9 Free cash flow 667.3 (811.1)
Income (-) /expenses (+) from market value changes Dividends paid (38.3) (396.0)
:f hidg‘,fn.gtransa.ctions ncliti/etldue . 08 27 Payments from the issuance of new shares (less ancillary costs) — 668.1
o::jje;chzgngisirs\gs(j;;n;ir:n:;;iiﬁsanges (5.4) (13.6) Payments from other allocations to equity 6.1 7.9
Operating earnings (EBIT 1) 726.9 ERy e e e (84) (139)
Depreciation (+)/write-ups (=) on intangible assets, Sale of own shares 05 —
property, plant and equipment and financial assets 2483 1738 Increase (+)/decrease (=) in liabilities from finance lease (2.5) (1.2)
Increase (+) /decrease (-) in non-current provisions Taking out (+)/repayment (=) of loans (411.6) 156.2
(without interest rate effects) 33.2 6.5 Incoming payments (+)/ repayments(-)
Interests, dividends received and similar income 6.4 4.4 from the issuing of bonds — 747.0
Gains (+)/losses (-) from the realisation Cash flow for/from financing activities (454.2) 1,168.1
of financial assets and liabilities (1.0) 16
i R ) (585) (2L Change in cash and cash equivalents affecting cash flow 213.1 357.0
Income taxes paid (-) (123.2) (382) Changes in cash and cash equivalents resulting
Other non-cash expenses (+)/income (-) (1.9) 1.6 from exchange rates 7.4 16
Gross cash flow 830.2 323.9 Consolidation-related changes - 0.9
Gain (-)/loss (+) on the disposal of fixed assets and securities (0.6) 0.4 Change in cash and cash equivalents 220.5 359.5
Increase (-)/decrease (+) in inventories (30.0) 210.2
Increase (-)/decrease (+) in receivables and Net cash and cash equivalents as of 1January 520.1 160.6
clileifesiiiells el it hilles (1181) LS Net cash and cash equivalents as of 31 December [43] 740.6 520.1

— of which premium volume for derivatives (16.4) 38.2
Increase (+)/decrease (=) in liabilities from operating activities 172.4 (138.7)

— of which premium volume for derivatives 10.8 (3.3)
Increase (+) /decrease (=) of current provisions 6.3 (30.5)
Out-financing of provisions (2.7) (2.3)
Cash flow from operating activities 857.5 534.8
Proceeds from disposals of fixed assets 6.5 5.5
Disbursements for intangible assets (18.1) (4.5)
Disbursements for property, plant and equipment (176.2) (168.2)
Disbursements for financial assets (2.4) (1.8)
Disbursements for the acquisition of consolidated companies [42] — (1,176.9)
Cash flow for investing activities (190.2) (1,345.9)
Free cash flow 667.3 (811.1)




BALANCE SHEET TAB: 5.4.1 BALANCE SHEET TAB: 5.4.1
Notes 2010 2009" Notes 2010 2009'

in € million in € million
Intangible assets [12] 999.7 9324 Subscribed capital [20] 191.4 1914
—of which goodwill from acquisitions [12] 615.3 563.5 Additional paid-in capital 647.5 648.8
Property, plant and equipment 1,803.6 1,725.6 Other reserves and accumulated profit [21] 1,810.1 1,252.6
Investment properties [13] 7.8 7.9 Minority interests 26 18
Financial assets [14] 24.1 224 Equity 2,651.6 2,094.6
Receivables and other assets [17,18] 43.0 254.5 Bank loans and overdrafts [29] 769.1 1,146.4
—of which derivate financial instruments 6.4 — Other liabilities [18,29] 22.8 18.6
Deferred taxes [15] 57.8 32.7 —of which derivative financial instruments 46 4.5
Reimbursement of income taxes 0.4 0.5 Provisions for pensions and similar obligations [24] 184.8 1943
Non-current assets 2,936.4 2,976.0 Provisions for mining obligations [25] 528.4 419.2
Inventories [16] 740.2 680.4 Other provisions [26,27] 152.4 220.1
Accounts receivable —trade [17] 949.8 849.6 Deferred taxes [15] 261.6 2371
Other receivables and assets [17,18] 1743 152.2 Non-current debt 1,919.1 2,235.7
—of which derivate financial instruments 354 19.6 Bank loans and overdrafts [29] 17.5 120.5
Reimbursement of income taxes 246 29.8 Account payable —trade [29] 511.2 346.9
Cash on hand and balances with banks 748.4 529.1 Other liabilities [18,29] 86.7 774
Current assets 2,637.3 2,241.1 —of which derivative financial instruments 125 33
ASSETS 5,573.7 5,217.1 Income tax liabilities 824 419
Provisions [25,26,27] 305.2 300.1
Current debt 1,003.0 886.8
EQUITY AND LIABILITIES 5,573.7 5,217.1

1 The previous year’s figures were adjusted on account of the final purchase price allocation of Morton Salt. More explanations can be found

under ‘Final purchase price allocation

and adjustment of the previous year’s figures’ on pages 174 et seqq



STATEMENT OF CHANGES IN EQUITY

TAB:5.5.1
Accumulated Differences from Total K+S AG
Subscribed Additional profit /other foreign currency shareholders’ Minority

capital [21] paid-in capital reserves [22] translation [22] equity interests Equity

in € million
Balances as of 1January 2010 1914 648.8 1,263.0 (10.4) 2,092.8 1.8 2,094.6
Net income — — 4486 — 448.6 0.8 4494
Earnings without recognition in profit or loss (after taxes) — — — 148.8 148.8 — 148.8
Dividend for the previous year - — (38.3) — (38.3) (38.3)
Issuance of shares to employees — (1.3) — — (1.3) — (1.3)
Other changes in equity — — (1.6) — (1.6) — (1.6)
Balances as of 31 December 2010 191.4 647.5 1,671.7 138.4 2,649.0 2.6 2,651.6
Balances as of 1January 2009 165.0 4.5 1,564.2 (16.7) 1,717.0 13 1,7183
Net income = = 96.4 = 96.4 0.5 96.9
Earnings without recognition in profit or loss (after taxes) — — — 6.3 6.3 — 6.3
Dividend for the previous year — — (396.0) — (396.0) (396.0)
Issuance of shares to employees — (1.6) — — (1.6) — (1.6)
Capital increase from cash contributions 264 662.4 = = 688.8 = 688.8
Capital increase costs (after taxes) — (16.5) — — (16.5) — (16.5)
Other changes in equity — — (1.6) — (1.6) (1.6)
Balances as of 31January 2009 191.4 648.8 1,263.0 (10.4) 2,092.8 1.8 2,094.6




DEVELOPMENT OF FIXED ASSETS 2010

Cross carrying amounts

Balances as of Change from Currency Balances as of
1.1.2010 consolidation Additions Disposals Reclassifications differences 31.12.2010

in € million
Concessions, industrial property rights,
similar rights and assets as well as licences
for such rights and assets 4281 — 5.5 5.3 0.3 317 460.3
Goodwill from acquisitions 563.5 — — — — 51.8 615.3
Internally generated intangible assets 8.6 — 0.8 0.1 0.3 — 9.6
Emission rights 0.1 = 9.5 = = = 9.6
Payments on account 2.8 = 29 = (0.5) = 5.2
Intangible assets [12] 1,003.1 — 18.7 5.4 0.1 83.5 1,100.0
Land, rights similar to land and buildings,
including buildings on third-party land 672.3 — 771 11.0 12.0 13.8 764.2
Salt deposits 320.0 — — — — 25.5 345.5
Technical equipment and machinery 2,116.1 = 971 34.3 41.0 25.0 2,244.9
Ships 623 = 4.6 = = 4.9 71.8
Other equipment, fixtures and fittings 251.9 — 22.0 8.7 21 2.2 269.5
Payments on account and constructions in progress 722 = 37.6 0.6 (55.2) 33 57.3
Leasing and similar rights 10.5 — 0.2 14 — 0.8 10.1
Property, plant and equipment 3,505.3 - 238.6 56.0 (0.1) 75.5 3,763.3
Investment properties [13] 16.9 - - 0.1 - - 16.8
Investments in associated companies 121 = 15 = = = 136
Loans to associated companies 0.3 = = = = = 0.3
Investments 11.6 — 0.7 19 — — 10.4
Loans to companies in which
equity investments are held 0.6 — — 0.2 — — 0.4
Sundry loans and other financial assets 15 — 0.2 0.5 — — 1.2
Financial assets [14] 26.1 - 24 2.6 - - 25.9
Fixed assets 4,551.4 - 259.7 64.1 - 159.0 4,906.0




TAB: 5.6.1

Depreciation, amortisation and write-downs

Net carrying amounts

Balances as of Change from Additions Additions Currency Balances as of Balances as of
1.1.2010 consolidation scheduled non-scheduled Disposals Reclassifications differences 31.12.2010 31.12.2010
68.5 = 31.8 = 53 = 2.0 97.0 363.3

= = = = = = = = 6153

22 = 1.0 = = = = 3.2 6.4

= = = = = = = = 9.6

= = = 0.1 = = = 0.1 5.1

70.7 = 32.8 0.1 5.3 = 2.0 100.3 999.7
255.4 = 209 16 15 0.1 0.9 277.4 486.8
6.3 = 4.4 = = = 0.2 109 334.6
1,315.7 = 140.9 111 287 (0.1) 13 1,440.2 804.7
113 = 9.0 = = = 0.8 211 50.7
189.2 = 25.6 = 83 = 0.3 206.8 62.7
0.1 = = = = = = 0.1 57.2

17 = 1.8 = 0.4 = 0.1 3.2 6.9
1,779.7 = 202.6 12.7 38.9 = 3.6 1,959.7 1,803.6
9.0 = 0.1 = 0.1 = = 9.0 7.8

15 = = = = = = 15 121

0.1 = = = = = = 0.1 0.2

2.1 = = = 19 = = 0.2 10.2

- - - - — — — — 04

- — - - — — — — 12

3.7 = = = 1.9 = = 1.8 241
1,863.1 = 235.5 12.8 46.2 = 5.6 2,070.8 2,835.2




DEVELOPMENT OF FIXED ASSETS 2009

Cross carrying amounts

Balances as of Change from Currency Balances as of
1.1.2009 consolidation Additions Disposals Reclassifications differences 31.12.2009

in € million
Concessions, industrial property rights,
similar rights and assets as well as licences
for such rights and assets 1141 307.8 2.7 49 5.5 29 4281
Goodwill from acquisitions 104.8 457.7 — — — 1.0 563.5
Internally generated intangible assets 9.7 — 13 — (2.4) — 8.6
Emission rights 0.1 = = = = = 0.1
Payments on account 5.7 = 0.5 0.5 (2.9) = 2.8
Intangible assets [12] 234.4 765.5 4.5 5.4 0.2 3.9 1,003.1
Land, rights similar to land and buildings,
including buildings on third-party land 529.4 126.5 14.8 7.4 83 0.7 672.3
Salt deposits 2554 713 = = = (6.7) 320.0
Technical equipment and machinery 1,780.4 212.6 97.8 223 433 43 2,116.1
Ships 55.2 2.8 6.1 = 0.1 (1.9) 623
Other equipment, fixtures and fittings 2189 129 243 5.9 11 0.6 2519
Payments on account and constructions in progress 57.2 36.1 326 13 (53.0) 0.6 722
Leasing and similar rights 3.5 6.9 — — — 0.1 10.5
Property, plant and equipment 2,900.0 469.1 175.6 36.9 (0.2) (2.3) 3,505.3
Investment properties [13] 17.2 0.6 - 0.9 - - 16.9
Investments in associated companies 118 (0.3) 0.6 — — — 12.1
Loans to associated companies 0.4 = = 0.1 = = 0.3
Investments 8.5 2.2 0.9 — — — 11.6
Loans to companies in which
equity investments are held 0.8 — — 0.2 — — 0.6
Sundry loans and other financial assets 2.0 — 0.2 0.7 — — 15
Financial assets [14] 235 1.9 1.7 1.0 - - 26.1
Fixed assets 3,175.1 1,237.1 181.8 44.2 — 1.6 4,551.4




TAB: 5.6.2

Depreciation, amortisation and write-downs

Net carrying amounts

Balances as of Change from Additions Additions Currency Balances as of Balances as of
1.1.2009 consolidation scheduled non-scheduled Disposals Reclassifications differences 31.12.2009 31.12.2009
54.1 = 16.7 0.1 4.8 2.5 (0.1) 68.5 359.6

= = = = = = = = 563.5

3.2 = 0.9 0.6 = (2.5) = 22 6.4

= = = = = = = = 0.1

= = = = = = = = 2.8

57.3 = 17.6 0.7 48 = (0.1) 70.7 932.4
2359 = 20.1 0.1 0.7 = = 255.4 416.9
41 = 22 = = = = 6.3 313.7
1,233.7 = 102.4 0.1 20.7 = 0.2 1,315.7 800.4
4.6 = 6.9 = = = (0.2) 113 51.0
174.0 = 20.7 = 5.6 = 0.1 189.2 62.7
0.1 = = = = = = 0.1 721

1.2 = 0.5 = = = = 17 8.8
1,653.6 = 152.8 0.2 27.0 = 0.1 1,779.7 1,725.6
9.4 = 0.1 = 0.5 = = 9.0 7.9

0.4 = = 11 = = = 15 10.6

0.1 = = = = = = 0.1 0.2

0.7 = = 14 = = = 2.1 9.5

- - - - — — — — 06

- — - - — — — — 15

1.2 = = 2.5 = = = 3.7 224
1,721.5 - 170.5 3.4 32.3 = = 1,863.1 2,688.3




DEVELOPMENT OF PROVISIONS

Balances as of 1.1.2010 Currency differences Additions
in € million
Backfilling of mines and shafts 2191 1.8 28.4
Mining damage risks 335 — 7.7
Maintenance of stockpiles 119.7 — 313
Other mining obligations 46.9 0.6 9.0
Provisions for mining obligations [25] 419.2 24 76.4
Jubilee pay 23.0 — 23
Partial retirement 37.1 — 15.4
Social plan expenses 0.5 — —
Other personnel obligations 12.0 0.2 40.8
Personnel obligations [26] 72.6 0.2 58.5
Other environmental obligations (chemical sites) [27] 104.9 8.1 -
Other provisions 42.6 16 229
Provisions (non-current debt) 639.3 123 157.8
Other taxes 0.1 = 0.1
Provisions for mining obligations [25] 7.1 = 0.2
Personnel obligations [28] 96.3 18 136.4
Provisions for obligations from sale transactions [28] 89.7 0.9 57.0
Provisions for obligations from purchase contracts [28] 38.7 0.5 309
Other environmental obligations (chemical sites) [27] 13.2 1.2 -
Other provisions 55.0 14 38.0
Provisions (current debt) 300.1 5.8 262.6
Provisions 939.4 18.1 420.4




TAB:5.7.1

Interest component

Provisions used

Provisions reversed

Reclassifications

CTA reclassification

Balances as of 31.12.2010

159 44 6.2 = — 2546
95 0.9 0.5 = = 493
16.4 14 03 = = 165.7
26 = 03 = = 58.8
444 6.7 73 = = 528.4
11 23 0.1 = = 24.0
27 25.7 03 = 27 26.5
= 03 0.1 = = 0.1
0.4 74 03 = — 457
42 35.7 0.8 = 2.7 9.3
3.1 = = (116.1) = =
1.8 0.6 16 (10.6) = 56.1
53.5 43.0 9.7 (126.7) 2.7 680.8
= 0.1 = = = 0.1
— = = = = 73
= 89.8 15 0.2 = 1434
= 62.9 251 49 = 64.5
= 275 115 12 = 323
— 14.4 = = = =
= 28.2 9.7 11 = 57.6
= 2229 47.8 74 = 305.2
53.5 265.9 57.5 (119.3) 2.7 986.0




SEGMENT REPORTING

Total revenues

of which with third parties [38]

2010 2009 2010 2009

in € million
Potash and Magnesium Products 1,930.1 1,500.0 1,844.7 1,421.7
Nitrogen Fertilizers 1,297.7 1,019.5 1,286.2 1,016.2
Salt? 1,733.3 1,018.8 1,728.7 1,014.6
Complemenary Business Segments 1753 155.8 133.7 120.7
Reconciliation? [38] (142.6) (120.3) 0.5 0.6
K+S Group 4,993.8 3,573.8 4,993.8 3,573.8
Assets [39] Liabilities
2010 2009 2010 2009

in € million
Potash and Magnesium Products 1,848.4 1,480.4 777.6 630.6
Nitrogen Fertilizers 764.6 556.3 456.1 393.5
Salt? 2,878.1 2,640.5 4446 371.4
Complementary Business Segments 146.6 1441 90.3 829
Reconciliation? [38] (64.0) 395.8 1,1535 1,644.1
K+S Group 5,573.7 5,217.1 2,922.1 3,122.5

1 The previous year’s figures were adjusted on account of the final purchase price allocation of Morton Salt. More explanations can be found under
‘Final purchase price allocation of Morton Salt and adjustment of the previous year’s figures’ on pages 174 et seqq

2 Figures for business segments are shown before intersegment consolidation. Expenses and income as well as items disclosed on the balance sheet
that cannot be allocated to business segments are recorded separately. Both effects are shown under ‘Reconciliation’ and result in the Group figures.



TAB: 5.8.1

of which intersegment revenues EBIT EBITDA Gross cash flow
2010 2009 2010 2009 2010 2009 2010 2009
85.4 783 475.9 2317 567.1 317.2 596.8 334.6
115 33 55.7 (108.1) 67.4 (94.4) 69.4 (95.9)
4.6 42 2381 140.4 369.7 200.3 372.2 205.4
41.6 351 212 15.2 27.7 217 273 212
(143.1) (120.9) (64.0) (41.2) (56.7) (33.0) (235.5) (141.4)
0.0 0.0 726.9 238.0 975.2 411.8 830.2 323.9
Capital employed? Capital expenditure * [40] Depreciation® Employees as of 31 Dec.®
2010 2009 2010 2009 2010 2009 2010 2009
971.0 956.5 96.9 107.4 84.8 84.4 7,900 7,818
2039 264.1 129 11.2 116 115 1,226 1,249
2,224.4 2,048.0 79.0 48.0 1253 60.0 5,235 5,279
1119 118.2 4.1 4.6 6.5 6.4 280 278
30.0 181 81 6.4 73 82 600 584
3,541.2 3,404.9 201.0 177.6 2355 170.5 15,241 15,208

3 Operating assets and Working Capital
4 Relates to cash investments in property, plant and equipment and intangible assets

5 Concerns scheduled amortisation. Non-scheduled impairment charges are presented in the Notes (37)
¢ Workforce as of 31 Dec. 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 2010 based on the International Financial Reporting Stan-
dards (1Frs) of the International Accounting Standards Board (1asB) as well as the interpre-
tations of the International Financial Reporting Interpretations Committee (1fr1c) 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 state-
ments are presented in € millions (€ million).

After being considered by the audit committee, the consolidated financial statements have
been prepared by the Board of Executive Directors on 1 March 2011 and were presented to
the Supervisory Board for approval for its meeting on 9 March 2011.

SCOPE OF CONSOLIDATION
The scope of consolidation changed as follows in 2010:

MORTON SALT Inc, which was formed in August 2010, was consolidated for the first time. The
company took over the salt activities of MORTON INTERNATIONAL LLC (formerly: MORTON
INTERNATIONAL INC.). MORTON INTERNATIONAL LLC was transferred back to Dow CHEMICAL
with the non-salt activities left in it. WEEKS ISLAND LANDOWNER LLC, which was formed
in September, was also consolidated for the first time. The company owns the land rights of
the WEEKS ISLAND site.

K+S CANADA HOLDINGS INC. which was formed in September 2010 in the framework of
the intended takeover of POTASH ONE INC, is being consolidated for the first time as at 31
December 2010.

21 (previous year: 21) domestic and 6o (previous year: 58) foreign companies were fully con-
solidated in the consolidated financial statements. Because of their minor significance, 41
(previous year: 35) subsidiaries were not consolidated in the consolidated financial state-
ments and were stated at acquisition cost.

Companies over which companies of the K+s GROUP can exercise significant influence (asso-
ciated companies) can be measured using the equity method unless they are immaterial. The
potential impact on earnings of accounting such equity interests using the equity method is
immaterial from a Group perspective. As a result of their overall immateriality, all interests in
joint ventures and associated companies were stated at acquisition cost in financial year 2010.

A complete overview of the equity interests of K+S AKTIENGESELLSCHAFT can be found in
the list of shareholdings on page 214.

FINAL PURCHASE PRICE ALLOCATION OF MORTON SALT AND ADJUST-
MENT OF THE PREVIOUS YEAR’S FIGURES

On 1 October 2009, K+S AKTIENGESELLSCHAFT acquired 100 % of the shares of MORTON
INTERNATIONAL INC., Chicago, usa, the parent company of the MORTON saLT Group,
and gained control of the company. MORTON SALT operates six rock salt mines as well as
seven brine plants and ten evaporated salt plants and is thus the largest salt producer in
North America. Annual production capacity totals about 13 million tonnes of salt. With the
UMBRELLA GIRL® and WINDSOR CASTLE® brands, MORTON SALT has very well positioned
brands in the consumer business in the United States and in Canada with which consum-
ers are highly familiar.

Given the complex nature of the identification and valuation of the assets and liabilities as
well as the short period of time between the date of acquisition (1 October 2009) and the tim-
ing of the preparation of the consolidated financial statements of the k+s GRoUP, no conclu-
sive purchase price allocation could be performed as at 31 December 2009. The final acquisi-
tion costs and the final purchase price allocation are presented in the following two tables:



FINAL PURCHASE PRICE MORTON SALT TAB: 5.9.1 FINAL PURCHASE PRICE ALLOCATION MORTON SALT (CONTINUED) TAB:5.9.2
Preliminary Adjustments Final Carrying Difference
in & miliemn amounts Fair values to the
- at time of at time of preliminary
Purchase price 10714 126 1,084.0 acquisition  Adjustments acquisition fair values
Capitalised ancillary acquisition costs 14.0 = 14.0 in € million
Expenses related to currency hedging of USD purchase price 28.8 — 28.8 Other liabilities 15.4 — 15.4 —
Total purchase price 1,114.2 12.6 1,126.8 Income tax liabilities 29 _ 29 03
Provisions 40.3 = 403 =
Current debt 107.1 - 107.1 0.3
FINAL PURCHASE PRICE ALLOCATION MORTON SALT TAB: 5.9.2 EQUITY AND LIABILITIES 436.7 231.7 668.4 4.4
Carrying Difference
amounts Fair values to the Net assets acquired 321.8 347.4 669.2 (2.8)
at time of at time of preliminary
acquisition  Adjustments acquisition fair values -
Goodwill 457.6 15.4
in € million
Intangible assets 7.6 300.3 307.9 15 -
- Total purchase price 1,126.8 12.6
Property, plant and equipment 204.4 264.7 469.1 (2.6)
Financial assets — 22 2.2 —
Receivables and other assets 222.7 17.3 240.0 2.7 . . . . . .
Adjustments of the provisional purchase price allocation are essentially adjustments of
Deferred taxes 39.5 (39.5) = = i o 4 g | . B dad ¢
Non-current assefs 4742 545.0 1,019.2 16 pension provisions due to taking into account penspn increase trends and adjustments o
Inventories 1725 334 2059 _ deferred taxes. Also, shifts among individual categories of assets resulted from a reclassifi-
Accounts receivable —trade 815 — 81.5 — cation of asset categories.
Other receivables and assets 213 0.7 22.0 =
Cash on hand and balances with banks 9.0 — 9.0 — A comparison of the acquisition costs and the revalued net assets results in goodwill of
Current assets 284.3 341 3184 - € 457.6 million. This mainly results from assets that cannot be capitalised individually, such
ASSELS 7585 S79:1 1,337:6 L6 as the geographical location of crude salt deposits, regional market shares, the logistics net-
work as well as the workforce. In addition, goodwill also arises from synergies from joint
Bank loans and overdrafts 98.9 139 112.8 — s . . " .
A~ distribution with the spL Group and the market opportunities related to this. The amount
Other liabilities 11 = 11 = o . . . . .
— , — — of goodwill is largely influenced by the recognition of deferred taxes in connection with the
Provisions for pensions and similar obligations 34.2 65.1 99.3 12.0 S
— — — remeasurement of assets and liabilities.
Provisions for mining obligations 19.7 — 19.7 —
Other provisions 1259 — 125.9 —
Deferred taxes 49.8 152.7 202.5 (7.9)
Non-current debt 329.6 231.7 561.3 41
Bank loans and overdrafts 7.5 — 7.5 —
Accounts payable —trade 41.0 — 41.0 —




In line with the adjustment of the purchase price allocation, the balance sheet carrying ADJUSTMENTS IN K+S GROUP BALANCE SHEET (CONTINUED) TAB:5.9.3
amounts of the K+s GROUP as at 31 December 2009 were also adjusted. Due to exchange rate
fluctuations, they differ slightly from the adjustment amounts of the purchase price allo-

2009 (old) Adjustments 2009 (new)

in € million
cation as at 1 October 2009. Balance sheet information as at 1January 2009 is not provided,  provisions for pensions and similar obligations 1819 124 1943
because these values were not changed by the adjustment of the purchase price allocation.  provisions for mining obligations 4192 = 4192
Other provisions 2201 — 2201
Deferred taxes 245.2 (8.1) 237.1
ADJUSTMENTS IN K+S GROUP BALANCE SHEET TAB:5.9.3 Non-current debt 22314 43 2,235.7
2009 (old) Adjustments 2009 (new) Bank loans and overdrafts 1205 = 1205
in € million Account payable —trade 346.9 — 346.9
Intangible assets 9153 171 9324 Other liabilities 774 - 774
— of which goodwill from acquisitions 548.0 155 563.5 —of which derivative financial instruments 33 = 33
Property, plant and equipment 1,7283 (2.7) 1,725.6 Income tax liabilities 416 03 419
Investment properties 7.9 — 7.9 Provisions 3001 - 3001
Financial assets 224 _ 224 Current debt 886.5 0.3 886.8
Receivables and other assets 2643 (9.8) 254.5 EQUITY AND LIABILITIES 5,212.5 4.6 5,217.1
Deferred taxes 327 — 327
Claims for income tax refund 0.5 = 0.5
Non-current assets 2,971.4 4.6 2,976.0 The 2009 income statement remained unchanged. Adjustments due to the final purchase
Inventories 6804 - 6804 price allocation were not necessary, because they would only have resulted in minor changes
Accountsireceivable Sitrade 5270 - 20 in the income statement. In 2009 (1 October 2009 to 31 December 2009), MORTON SALT CON-
Other receivables and assets 152.2 = 152.2 tributed to the earnings of the k+s GrRouUP as follows:
—of which derivate financial instruments 196 = 196
Claims for income tax refund 29.8 = 29.8
Cash on hand and balances with banks 529.1 — 529.1 MORTON SALT INCOME STATEMENT (Q4 2009) TAB:59.4
Current assets 2,241.1 = 2,241.1 in € million
ASSETS 5,212.5 4.6 5,217.1 Revenues 2376
EBIT 9.8
Subscribed capital 191.4 — 191.4 Financial result (15.8)
Additional paid-in capital 648.8 = 648.8 Earnings before taxes (6.0)
Other reserves and accumulated profit 1,252.6 = 1,252.6 Actual taxes (14.2)
Minority interests 1.8 — 1.8 Deferred taxes 215
Equity 2,094.6 - 2,094.6 Earnings after taxes 13
Bank loans and overdrafts 1,146.4 — 1,146.4
Other liabilities 186 = 186

—of which derivative financial instruments 4.5 = 4.5




Revenues and earnings for the previous year, on the assumption that the acquisition of the
MORTON Group would already have taken place at the beginning of 2009, could not be deter-
mined because no reliable 1Frs values were available for the period before 1 October 2009.

ACQUISITION OF POTASH ONE

K+S CANADA HOLDINGS INC., a wholly owned subsidiary of K+S AKTIENGESELLSCHAFT, gained
control of 81.6% of the shares of POTASH ONE INC. (Vancouver, Canada) on 21 January 2011 under
a public takeover bid. The purchase price paid in cash was € 263.2 million. At the beginning
of February, a further 9.3% of the shares were acquired for € 30.1 million in cash, so that as of
the date of the preparation of the balance sheet x+s holds 90.9% of poTASH ONE shares. The
remaining POTASH ONE shares (9.1%) are to be acquired in an exclusion proceeding under the
Canada Business Corporations Act. The 100% takeover of PoTASH ONE should be achieved in
mid-May 2011. Up to the date of acquisition (21 January 2011) ancillary costs of € 3.7 million
related to the acquisition were incurred, which were recognised effecting net income (reported
chiefly as other operating expenses); of these, € 3.3 million relate to the 2010 financial year.

/ MORE INFORMATION ON THE ACQUISITION OF POTASH ONE can be found in the Management Report
on page 145.

POTASH ONE holds several potash exploration licenses in the Canadian province of Saskatch-
ewan including the Legacy Project — an advanced greenfield project for the construction of a
brine plant. The acquisition of POTASH ONE makes it possible to invest in rich and low-cost
deposits, to increase our own potash capacities, and to participate in market growth in the
medium to long term.

In the run-up to the acquisition, POTASH ONE issued a convertible bond at a nominal value of
caD 30 million on 24 November 2010, which was fully subscribed for by k+s cANADA HOLD-
INGS INC. The proceeds from this bond serve to finance water supply facilities for the Legacy
Project. This financing measure enabled PoTASH ONE to avoid delaying the development of
its Legacy Project. The convertible bond (without conversion right) is shown in the financial
statements of the x+s GrouP under other current receivables and assets and has a value
of € 20.2 million as at 31 December; the conversion right, shown separately as a derivative in
other current receivables and assets, is measured at € 2.8 million as on the balance sheet date.

CONSOLIDATED FINANCIAL STATEMENTS

The amount of the assets and liabilities to be recognised within the framework of the first-
time consolidation cannot be determined before the purchase price allocation has been car-
ried out; the aforementioned Legacy Project is the essential asset of the company. There will
probably be no tax-deductible goodwill.

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 GroUP 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 deriv-
ing from the sale of products are reported as of the time when the associated risks of own-
ership have passed. Services are reported as revenues after having been performed. In addi-
tion, payment must be sufficiently probable in both cases. 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.

INTANGIBLE ASSETS

Intangible assets acquired are stated at acquisition cost. Internally generated intangible
assets are capitalised at development cost provided that they are likely to yield a future eco-
nomic benefit and the costs of such assets can be measured reliably. Interest on borrowed
capital for qualified assets is capitalised.

Insofar as their useful lives can be determined, intangible assets are amortised on a regular
straight-line basis; in the event that an indefinite useful life is anticipated, no regular amor-
tisation is applied. An indefinite useful life is also assumed in the case of goodwill. The fol-
lowing useful lives are applied in the case of straight-line amortisation:

USEFUL LIVES FOR INTANGIBLE ASSETS WITH A FINITE USEFUL LIFE TAB: 5.9.5
Years
Port concessions 250
Brands 5-15
Customer relations 5-20
Other intangible assets 2-10

Non-scheduled write-downs are recorded in the event of impairment. If the reasons giving
rise to the non-scheduled write-down 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
recognised when necessary. Any need for recognition of an impairment charge is deter-
mined 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.

Co, emission rights are initially measured at acquisition cost. Thus, rights granted without
payment are capitalised with a value of zero and those acquired for payment are capitalised
at acquisition cost. If the value on the reporting date falls below the acquisition costs, the
carrying amount of the cash-generating unit holding the emission rights is compared with
the value in use of this 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 restora-
tion expenses. In the case of certain qualified assets, interest on borrowed capital is capi-
talised. Non-scheduled depreciation charges are recognised for any impairment losses that
exceed the use-related depreciation already recorded and 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 cor-
responding cash-generating unit are used. Should the reasons giving rise to the non-sched-
uled depreciation charge cease to apply, appropriate write-ups are recognised.

Gallery and excavation work are capitalised under property, plant and equipment.

If property, plant and equipment are sold or in case of their retirement, the gain or loss repre-
sented 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 straight-line depreciation is
based on the following useful lives that apply across the Group:



USEFUL LIVES FOR PROPERTY, PLANT AND EQUIPMENT TAB: 5.9.6
Years
Salt 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

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.

INVESTMENT PROPERTIES

Investment properties are mainly rented objects. They are stated at amortised cost less
straight-line, scheduled, use-related depreciation. The underlying useful lives are 50 years.
Income from the sale of investment properties is recorded in the financial result.

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. Essentially,
financial assets and financial liabilities are disclosed separately from each other (no offset-
ting). Financial assets mainly comprise cash on hand and balances with banks, trade receiv-
ables, other receivables, securities, financial investments as well as derivative financial instru-
ments with a positive market value. Financial liabilities include in particular trade payables,
financial liabilities, other liabilities as well as derivative financial instruments with a nega-
tive 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. Transac-
tion costs that are to be allocated directly to the acquisition are then taken into account in

CONSOLIDATED FINANCIAL STATEMENTS

determining the carrying amount insofar as 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 mainly comprises trade receivables, other receivables, loans, and cash on hand
and bank balances. The item cash on hand and bank balances as disclosed in the balance
sheet mainly comprises cheques, cash on hand and bank balances. It also includes securities
with maturities less than three months and which are not subject to any significant fluc-
tuations in value.

Loans are essentially measured at acquisition cost. Interest-free loans or loans at low rates of
interest are stated at present value. Foreseeable risks are reflected by non-scheduled write-
downs.

After being recognised for the first time, the other financial assets belonging to this cat-
egory are measured at amortised cost applying the effective interest method less impair-
ments. Non-interest-bearing or low-interest receivables due in more than three months
are discounted. Any impairments that may be required are based on the expected risk of
default and are recorded in separate allowance accounts. 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 all financial assets not allocated to any of the categories mentioned
above. Securities are essentially categorised as “available for sale” unless a different categori-
sation is required for an explicitly designated purpose. They are measured for the first time
on the transaction settlement date for the purchase. Equity instruments such as, for exam-
ple, investments in (non-consolidated) associated companies as well as stocks held in listed
companies also belong to this category.

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 reval-
uation reserve and not recognised in profit or loss. Realised gains or losses are only recog-
nised in profit or loss upon sale. If there are objective indications of lasting impairment on
the balance sheet date, a non-scheduled write-down to the fair value is to be recognised. The
amount recorded in the revaluation reserve is derecognised without recognition in profit or
loss. Subsequent impairment reversals 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) associated companies and equity invest-
ments. Other than temporary impairments are accounted for by non-scheduled write-downs
to lower values with recognition in profit or loss. Such write-downs may not be reversed.
Shares and investments are derecognised upon disposal to a party outside the Group. Secu-
rities are derecognised after disposal on the settlement date.

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

Hedging relationships between derivatives and underlying transactions are only established
for amodest portion of the derivatives. Derivatives are stated at their market value. Changes
in market value are recognised in profit or loss. Derivatives are derecognised on the settle-
ment date.

INVENTORIES

In accordance with 14s 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 selling price. 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. Interest on borrowed capital is not included. The net selling price
corresponds to the estimated price less the costs that are yet to be incurred until completion
and the necessary selling expenses.

PROVISIONS FOR PENSIONS AND SIMILAR OBLIGATIONS

Pension provisions for employees and pensioners in Germany are computed in accordance
with actuarial principles applying the defined benefit obligation method. The discount factor
is computed on the basis of the yields obtainable on the reporting date for first-rank fixed-
rate corporate bonds, with the maturity of the bonds corresponding to the anticipated tim-
ing of the pension obligations.

Pension obligations of foreign companies are computed applying similar principles and with
due consideration given to country-specific features. Insofar as plan assets exist, such assets
are offset against pension provisions.



MINING AND OTHER PROVISIONS

Provisions are recognised in an amount corresponding to the extent to which they are
expected to be needed for discharging present obligations in relation to third parties aris-
ing from a past event. Such need 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 capital market rate of
interest of suitable duration to take into account future cost increases insofar as the inter-
est 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 taxable values and the values in the con-
solidated balance sheet as well as for tax loss carryforwards. However, deferred tax assets are
only recognised to the extent they are expected to be realised. Deferred taxes are measured
applying the tax rates that, under current provisions of the law, would apply in the future
when the temporary differences will probably be reversed. The effects of changes in tax leg-
islation on deferred tax assets and liabilities are recognised in profit or loss for such period
in which the material condition causing such amendments 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 maturity.

ACQUISITIONS

Mergers 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 liabilities of the
company that has been acquired are identified and assets, liabilities and contingent liabili-
ties are stated at their fair value. Any resulting positive difference in relation to the cost of
acquiring the company is then capitalised as goodwill.

CONSOLIDATED FINANCIAL STATEMENTS

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 also allowed alternative treatment of
reporting them at fair value is not utilised.

Securities are generally classified as “available for sale” so that changes in fair value to be
recognised in the balance sheet are recorded in equity without recognition in profit or loss.
Insofar as securities are classified at fair value and recognised in profit or loss, changes in fair
value have a direct effect on the net profit or loss for the period.

ESTIMATES AND PREMISES CONCERNING THE APPLICATION OF ACCOUNTING

AND VALUATION METHODS

The values stated in the 1Frs 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 assets,

+ determining measurement premises and future earnings in connection with impairment
tests, especially for capitalised goodwill,

+ determining the net selling price of inventories,

+ determining the premises necessary for measuring pension provisions (discount factor,
future development of wages/salaries and pensions, anticipated yield of plan assets),

+ determining amounts, performance due dates and interest rates for discounting in con-
nection with the measurement of provisions for mining obligations,

+ selecting parameters in connection with the model-based measurement of derivatives
(e.g. assumptions regarding volatility and interest rate),

+ 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 exercising the greatest of care in producing such estimates, actual developments may
differ from the utilised assumptions.



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. Hedging transactions are carried at their respective market values.

The annual financial statements of foreign Group companies are converted to euros in accor-
dance with the functional currency concept set forth in 1as 21. All companies conduct their
operations independently in financial, economic and organisational terms. The functional
currency generally corresponds to the local currency. Assets and liabilities are translated at
the exchange rate prevailing on the balance sheet date. In 2010 for the first time, income and
expenses are translated at the average exchange rates for the quarter. Income and expenses
had previously been translated at the average exchange rate for the year.

In the case of eleven companies, however, 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 following companies:
COMPANIA MINERA PUNTA DE LOBOS LTDA., EMPRESA DE SERVICIOS LTDA., EMPRESA MARI-
TIMA S.A., INVERSIONES COLUMBUS LTDA., INVERSIONES EMPREMAR LTDA., K+S FINANCE
BELGIUM BVBA, MORTON BAHAMAS LTD., SERVICIOS MARITIMOS PATILLOS S.A., SERVICIOS
PORTUARIOS PATILLOS S.A., TRANSPORTE POR CONTAINERS S.A. and SOCIEDAD PUNTA DE
LOBOS S.A.

Differences not recognised in profit or loss, resulting from the exchange rates prevailing on
the balance sheet date of the previous year, are reported as a separate component of equity
under ‘differences from foreign currency translation’ The balance of these translation dif-
ferences compared with the preceding year was € 148.8 million. If Group companies are no
longer consolidated, the currency translation difference concerned is released and recog-
nised in profit or loss.

In the year under review, conversion differences of € 30.6 million (previous year: € (8.6) mil-
lion) were recognised in profit or loss, which were shown chiefly under ‘other operating
income or expenses’.

The translation of currencies important for the Group was based on the following exchange
rates for one euro.

EXCHANGE RATES TAB: 5.9.7
2010 2009
Average Rateon Average Rateon
Average Average Average Average rate  report- rate  report-
ratefor ratefor ratefor ratefor forthe ingdate forthe ingdate
Q1 Q2 Q3 Q4 year  31.12. year  31.12.
Exchange rate

in relation to €1
US dollar (USD) 1383 1271 1.291 1358 1326 1336 1.395 1.441
Canadian dollar (CAD) 1.438 1.305 1.342 1.376 1.365 1.332 1.585 1.513
Swiss franc (CHF) 1.463 1.409 1332 1323 1.380 1.250 1.510 1484
Brazilian real (BRL) 2.492 2.276 2.259 2304 2331 2218 2.767 2511
Chilean peso (CLP) 717424 674321 659122 652156 675288 625342 776661 731.032
Mexican peso (MXN) 17656 15958 16.521 16.821 16.737  16.548 18.799 18.922
Great Britain Pound (GBP) 0.888 0.852 0.833 0.859 0.858 0.861 0.891 0.888
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EFFECTS OF NEW ACCOUNTING STANDARDS AND INTERPRETATIONS IMPROVEMENTS 2009
The standard entitled “Improvements to 1Frs” brings together numerous smaller changes
to existing standards. The changes have no impact on the 2010 consolidated financial state-
ments of the K+s GROUP.

NEW ACCOUNTING STANDARDS AND INTERPRETATIONS TAB: 5.9.8

Endorsement?
To be applied’ (until 31.12.2010)

_ IFRS 3 “BUSINESS COMBINATIONS®
Standard/Interpretation

IFRS 3 introduces an optional accounting treatment for non-controlling interests for mea-

Changes  IAS 27 Consolidated and separate financial statements 1.7.2009 yes
Financial instruments: recognition and measure- suring at fair value or at the interest’s share in the identifiable net assets. There are also new
Changes 1AS39  ment: qualifying underlying hedged transactions 1.7.2009 yes rules governing how the successive acquisition of interests is to be accounted as well as how
IAS 39/ 9 ang q - s . C s
e IFRIED  Filoeddad derfvedes EIE - the fair value of conditional consideration is to be recorded. In addition, ancillary acquisition
Improve- costs are no longer a component of acquisition costs but are to be recognised in profit or
ments  Collective standard for the amend- loss. The first-time application of the new rules contained in 1¥rs 3 will have an appropriate
Changes 2009 ment of several IFRS 1.7.2009 yes . . X . .
— - impact on how future business combinations will be accounted for.
First-time adoption of IFRS:
Changes  IFRS1 additional assumptions 1.1.2010 yes
Accounting treatment of share-based The other new accounting standards and interpretations are of no relevance to the 2010 con-
Changes  IFRS 2 remuneration in the Group settled in cash 1.1.2010 yes . .
- — solidated financial statements of the k+s GROUP.
New IFRS 3 Business combinations 1.7.2009 yes
New IFRIC17  Distribution of non-cash assets to owners 1.7.2009 yes
New IFRIC18  Transfers of assets from customers 1.7.2009 yes

1 To be applied 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

IAS 27 “CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS”

The amendments to 1as 27 give concrete form to the presentation rules to be applied if the
level of an investment changes or control over a subsidiary ceases. Changes in investments
are now presented as equity transactions without recognition in profit or loss. When control
ceases, the result on deconsolidation is to be recognised in profit or loss. The first-time adop-
tion of the new rules contained in 1as 27 will have an appropriate impact on how changes
in investments are accounted for in the future.



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 crouP will only become manda-
tory at a later date.

NEW ACCOUNTING STANDARDS AND INTERPRETATIONS YET TO BE APPLIED TAB:59.9

Endorsement?
To be applied” (until 31.12.2010)

Standard/Interpretation

Changes IAS 12 Recovery of underlying assets 1.1.2012 no
Changes IAS 24 Related party disclosures 1.1.2011 yes
Changes  IAS 32 Classification of rights issues 1.2.2010 yes
Improve-
ments Collective standard for the amend-
Changes 2010 ment of several IFRS 1.7.2010 no
Exception for IFRS 7 — comparative informa-
Changes IFRS1 tion for first-time adopters of IFRS 1.7.2010 yes
Changes IFRS1 Changeover times for first-time adopters of IFRS 1.7.2011 no
Changes IFRS1 Severe hyperinflation 1.7.2011 no
Changes IFRS7 Information on the transfer of financial assets 1.7.2011 no
New IFRS 9 Financial instruments 1.1.2013 no
Changes IFRIC14  Advances under minimum funding requirements 1.1.2011 yes
Extinguishing of financial liabilities
New IFRIC19  with equity instruments 1.7.2010 yes

1 To be applied 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

IMPROVEMENTS 2010

The standard entitled “Improvements to 1FRs” brings together numerous smaller changes
to existing standards. The impact of the improvements on the consolidated financial state-
ments of the k+s GROUP is currently being examined.

IFRS 7 “FINANCIAL INSTRUMENTS: DISCLOSURE”

The changes envisage additional disclosure obligations in the derecognition of assets. The
impact of the changes of IFrs 7 on the consolidated financial statements of the k+s Group
is currently being examined.

IFRS 9 “FINANCIAL INSTRUMENTS”

The goal of 1FRs 9 is to fully replace 1as 39. The implementation will take place in three
phases. The phase 1, which was published in November 2009, concerns the classification
and measurement of financial assets and liabilities. Phase 2 is concerned with the impair-
ment of financial assets and liabilities. In phase 3, the treatment of hedge accounting will
be revised. The impact of 1FRs 9 on the consolidated financial statements of the x+s Group
is currently being examined.

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 162.

The x+s GrROUP employs various derivatives to hedge exchange rate risks arising from us
dollar receipts as well as risks arising from future increases in freight rates. In addition, and
increasingly from the fourth quarter of 2009 onwards, risks arising from the translation of
future earnings of foreign currency companies into the Group currency, the euro (translation
risks), are hedged. The hedging strategy is described in greater detail in Note (18). No hedging
relationship in accordance with 1as 39 is established between the derivatives and the hedged
items described, with the result that market value changes of outstanding derivatives have
to be recognised in profit or loss on each balance sheet date. Furthermore, earnings are also
impacted by the exercise, sale or expiry of the derivates used for hedging purposes. All effects
on earnings arising from the hedging of future payment positions deriving from operating



activities or from the hedging of future translation risks are combined in a single earnings
line item in the income statement (“Result from operating forecast hedges”).

The terms “operating” and “forecast” make clear that only underlying transactions are con-
cerned that will have effects on EBIT 1 in future periods (e.g. Us dollar receipts, payments for
freight, the translation into the euro of earnings generated in functional local currency). Now,
only the effects on earnings arising from the hedging of existing foreign currency receivables
are reported under “Other operating income” and “Other operating expenses” (e.g. the hedg-
ing of USD receivables against foreign currency fluctuations by means of a usp/EUR forward
transaction). Hedging transactions in the financing field are reported in the financial result.

Operating earnings EBIT I, the key controlling variable for the x+s GROUP, are presented in a
separate reconciliation below the income statement. In a first step, earnings after operating
hedges (EBIT 11) are adjusted for the result from operating forecast hedges. EBIT 11 includes
all earnings from operating hedges, i.e. both measurement effects related to the report-
ing date as well as earnings from realised derivatives. If the result from operating forecast
hedges is eliminated from EBIT 11, a notional subtotal is arrived at for earnings that do not
take account of any forecast hedges. Then, in a second step, this subtotal is adjusted to take
account of the result realised from operating forecast hedges. The income realised on the
hedge corresponds to the exercise value of the derivative at the time of maturity (difference
between the spot rate and the hedged rate), and, in the case of options, less premiums paid.
Changes in the market value of operating forecast derivatives still outstanding are not taken
into account here, so that EBIT I reflects operating earnings free of any market value fluctua-
tions related to the reporting date.

(1) REVENUES

Revenues generated by the k+s GRoOUP amounted to € 4,993.8 million (previous year: € 3,573.8
million), with € 4,830.8 million (previous year: € 3,423.5 million) resulting from the sale of
goods and € 163.0 million (previous year: € 150.3 million) resulting from the rendering of ser-
vices. The breakdown of the revenues by business segment as well as intersegment revenues
are presented in the segment information on pages 172 et seq. The regional breakdown of the
revenues is disclosed in the Notes to the segment reporting under note (39).

(2) OTHER OPERATING INCOME

Other operating income includes the following material items:

OTHER OPERATING INCOME TAB: 5.9.10
2010 2009

in € million
Foreign exchange rate gains 77.0 54.2
Release of provisions 68.6 50.9
Compensation and refunds received 238 10.0
Reversals of allowances for receivables 34 17.9
Income from the derecognition of inventories 31 8.2
Rentals and leasing 2.0 18
—of which investment properties 13 13
Sundry income 28.2 115
Other operating income 206.1 154.5




(3) OTHER OPERATING EXPENSES (5) EARNINGS FROM OPERATING FORECAST HEDGES
Other operating expenses include the following material items:

EARNINGS FROM OPERATING FORECAST HEDGES TAB:5.9.13
OTHER OPERATING EXPENSES TAB: 5.9.11
2010 2009
2010 2009 in € million
in € million Result from settled, sold or expired currency hedging transactions (15.5) (21.3)
Foreign exchange rate losses 69.7 62.0 —of which positive earnings contributions 24 9.9
Allocations /utilisation of other provisions 19.8 20.9 —of which negative earnings contributions (17.9) (31.2)
Depreciation 15.6 39 Result from settled energy price hedging transactions — (4.9)
Expenses unrelated to the period 13.2 67.2 Result from settled freight rate hedging transactions (13) =
Consultancy, expert opinion and legal fees 11.2 73 Result from settled, sold or expired hedging transactions (16.8) (26.2)
Partial retirement expenses 9.7 30.2 Market value changes from hedging transactions yet to reach maturity (1.8) (10.8)
Damages 9.0 2.6 — of which positive market changes 8.4 17
Losses on disposals of fixed assets 6.5 25 —of which negative market changes (10.2) (12.5)
Write-downs on trade receivables 52 39 Market value changes for freight rate hedging transactions yet
- - to reach maturity 1.0 11
Expenses /refunds for disused plants and maintenance of Merkers 4.2 16.5 - -
- - - Result from market value changes for hedging transactions
Ancillary capital expenditure costs 35 33 yet to reach maturity (0.8) (9.7)
Expenses related to leased investment properties 2.0 21 Result from operating forecast hedges (17.6) (35.9)
Sundry expenses 39.4 30.9
Other operating expenses 209.0 253.3

The item “Result from settled, sold or expired hedging transactions” includes all the earnings
The item “Depreciation” mainly comprises non-scheduled depreciation on technical facilities  effects arising from the exercise/settlement, sale or expiration of operating forecast hedges.
and caverns. Expenses for damages include claims for damages from the de-icing salt busi-  The item “Result from market value changes for hedging transactions yet to reach matu-
ness as well as other damages. rity” shows market value changes for derivatives outstanding that serve to hedge future
payment positions or future translation risks from business operations (for further infor-
(4) INCOME FROM INVESTMENTS, NET mation see ‘Notes to the income statement and the statement of comprehensive income’
on pages 184 et seqq.).

INCOME FROM INVESTMENTS, NET TAB: 5.9.12
2010 2009

in € million
Result from distributions from affiliates and profit transfers 4.0 33
Income from the disposal of investments 0.8 0.1
Write-ups /write-downs on investments — (2.5)

Income from investments, net 4.8 0.9




(6) INTEREST INCOME, NET

INTEREST INCOME, NET

(7) OTHER FINANCIAL RESULT

TAB: 5.9.14 OTHER FINANCIAL RESULT TAB: 5.9.16
2010 2009 2010 2009
in € million in € million
Interest from credit institutions 4.0 12 Result from realisation of financial assets/liabilities (1.0) (57.5)
Interest and similiar income 3.6 3.5 Result from market valuation of financial assets/liabilities 4.1 (0.9)
Interest income 7.6 4.7 Other financial result 3.1 (58.4)
Interest component from measurement of provisions for mining obligations (44.4) (8.6)
Interest component from the bond issued in 2009 (37.5) (10.1)
Interest expenses in allocations to provisions for pensions (7.6) (76) " The income from realising financial assets /liabilities in the previous year includes expenses
Interest expenses in allocations to provisions for jubilee benefits @1 @Y of e s9.2 million from transactions to hedge the USD purchase price of MORTON SALT against
Interest effect from the capitalisation of interest on borrowings 0.9 0.4 . . . . . s
: = currency fluctuations and for which no hedging relationship was recorded within the mean-
Sundry interest and similar expenses (44.5) (34.7) .
Interest expenses (134.2) (61.7) ing of 14$ 35.
Interest income, net (126.6) (57.0)

In financial year 2010, interest on borrowed capital of € 0.9 million (previous year: € 0.4 mil-

lion) was capitalised under property, plant and equipment (financing cost factor: s % %; pre-
vious year: 4 %).

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: 5.9.15
2010 2009

in € million
Interest effect from the change in the discount factor for mining provisions (23.0) —
Increase in mining provisions due to expiry (“accumulation”) (21.9) (20.3)
Interest effect from the reversal of mining provisions 0.5 11.7
Interest component from measurement of provisions for mining obligations (44.4) (8.6)

The “Interest expenses in allocations to provisions for pensions” comprises interest expenses
(“accumulation”), plan income as well as the amortisation of actuarial losses.

(8) TAXES ON INCOME

TAXES ON INCOME

TAB: 5.9.17
2010 2009

in € million
Current taxes 179.2 383
—Germany 136.2 12.8
—outside Germany 43.0 255
Deferred taxes (20.6) (8.7)
—Germany (2.1) 6.9
—outside Germany (18.5) (15.6)
—of which from loss carryforwards 4.7 6.8
Taxes on income 158.6 29.6

Deferred taxes in Germany were calculated using a tax rate of 28.2% (previous year: 27.9 %).
In addition to the corporate income tax rate of 15.0 % and the solidarity surcharge of 5.5%,
the average trade tax rate of 12.4 % (previous year: 12.1%) was taken into account. Deferred

taxes in foreign 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 28.2%
(previous year: 27.9 %).

RECONCILIATION OF TAXES ON INCOME TAB: 5.9.18
2010 2009
in € million
Earnings before taxes 608.0 126.4
Anticipated income tax expense (28.2 % Group tax rate; previous year: 27.9 %) 171.5 35.3
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 (11) (0.6)
— Other tax-exempt income (20.6) (8.9)
Trade tax additions /reductions 19 1.0
Increase in tax resulting from non-deductible expenses and other items 6.1 29
Allowances on /non-recognition of deferred tax assets 104 4.5
Effects from tax rate differences (10.4) (4.1)
Taxes for preceding years (0.2) (0.1)
Other effects 0.9 (0.4)
Actual tax expense 158.6 29.6
Tax ratio 26.1% 23.4%
(9) COST OF MATERIALS
COST OF MATERIALS TAB:5.9.19
2010 2009
in € million
Raw materials, supplies and purchase merchandise 1,288.2 1,012.9
Purchased services 4278 3318
Energy costs 265.8 210.7
Cost of materials 1,981.8 1,555.4

(10) PERSONNEL EXPENSES/NUMBER OF EMPLOYEES

PERSONNEL EXPENSES TAB: 5.9.20
2010 2009

in € million
Wages and salaries 826.7 593.1
Social securities 166.4 146.4
Pension expenses 26.2 169
Personnel expenses 1,019.3 756.4

In 2010, the X +s GROUP introduced an indicator-based Long-term Incentive (LTI) Programme
for the first time. It is based on a multi-annual assessment in accordance with the value con-
tributions achieved. For the gaps in inflows arising in 2012 and 2013 as a result of switching
the variable remuneration components with a long-term incentive effect from a two-year
to a four-year term, the new LTI Programme was already started virtually in 2008 and 2009
with one tranche in each particular case. In 2010, personnel expenses of € 29.2 million were
recorded for the LTI as an allocation to provisions.

/ MORE INFORMATION ON PERSONNEL EXPENSES can be found in the section ‘Employees’ in the
Management Report. Information on the Long-term Incentive Programme can be found in the Remuneration
Report on pages 31 et seqq.

Under the expiring stock option programme, the Board of Executive Directors and certain
managerial personnel could use part of their performance-related remuneration for a basic
investment in x+s shares. By acquiring and holding such basic shares, the participants receive
virtual stock options that trigger a cash payment when exercised. The amount of the cash
payment depends on the extent to which the x+s share outperforms the benchmark index
(MpAX until 19 September 2008, DaX from 22 September 2008 onwards) and is capped at 25 %
of excess performance. A lock-up period of two years applies to the exercise of the options
and the options expire after a maximum period of five years.

In 2010, payments for stock options exercised totalling € 13.6 million (previous year: € 16.0
million) were recorded under personnel expenses. The expense was partially neutralised



through the utilisation of provisions. A provision has been recognised for stock options that
had not been exercised as of the balance sheet date (see Note (26)).

Under the employee share ownership programme, K+s GROUP employees have the possibility
of acquiring k+s shares at a discount. A one-year vesting period applies to employee shares.
They are stated at fair value. Expenses totalling € 1.4 million (previous year: € 1.5 million) were
incurred in connection with the employee share ownership programme enacted in 2010.
The issuing of free bonus shares in connection with earlier employee share ownership pro-
grammes gave rise to personnel expenses of € 0.1 million in 2010 (previous year: € 0.9 million).

The pension expenses do not include the interest component of the allocations to the pen-
sion provisions. This is reported as an interest expense in interest income, net.

Personnel expenses include sums totalling € 2.8 million that are unrelated to the reporting

period.
EMPLOYEES INCLUDING TEMPORARY EMPLOYEES TAB:5.9.21
2010 2009
Average number (FTE)
Germany 10,207 10,228
Outside Germany 4961 2,816
Total 15,168 13,044
—of which trainees 563 557

(11) EARNINGS PER SHARE

EARNINGS PER SHARE TAB: 5.9.22
2010 2009

in € million
Group earnings after taxes and minority interests 448.6 96.4
+ Result from operating forecast hedges 17.6 35.9
+ Result realised on operating forecast hedges (22.2) (39.8)
Elimination of resulting deferred and cash taxes 13 11
Group earnings, adjusted 4453 93.6
Average number of shares (million) 191.34 166.15
Earnings per share (€) 233 0.58
Earnings per share, adjusted (€)" 233 0.56

1 The adjusted key figures only contain the result realised on operating forecast hedges for the respective reporting period. The changes in
the market value of operating forecast hedges still outstanding, however, are not taken into account in the adjusted earnings (see also the
‘Notes to the income statement and the statement of comprehensive income’ on pages 184 et seqq.). Any resulting effects on deferred and
cash taxes are also eliminated; tax rate 2010: 28.2% (2009: 27.9 %)

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 realised on oper-
ating forecast hedges for the respective reporting period. Changes in the market value of
operating forecast hedges still outstanding, however, are not taken into account, so that the
adjusted Group earnings are free of any market value fluctuations in these derivatives related
to the reporting date. In addition, the effects on deferred and cash taxes resulting from the
adjustment are also eliminated.

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. Neither discontinued activities nor changes in accounting treatment needed to be
taken into account in earnings per share.



If use is made of the authorised capital (see Note (20)), earnings per share could potentially
become diluted in the future.

NOTES TO THE BALANCE SHEET

The balance sheet is presented on page 164. The development of the gross carrying amounts
and depreciation on the individual non-current asset items is shown separately on pages
166 et seq.

(12) INTANGIBLE ASSETS

The amortisation charges for the financial year are disclosed in the income statement in line
with the use of the assets concerned and are disclosed under the following items:

+ Cost of sales

allocation. More explanations can be found under ‘Final purchase price allocation of MORTON
SALT and adjustment of the previous year’s figures’ on pages 174 et seqq. The increase in the
goodwill allocated to the Salt America cGU is based solely on effects resulting from the for-
eign 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 deter-
mination of value in use was based on the present value of the future cash flows of the
business segments assuming continued use. The cash flow forecast is based on the current
medium-term plans of the Kk +s GrRouUP and the respective business segments. The key prem-
ises underlying the medium-term plans are largely based on own experience figures. The
forecast period covers the years 2011 to 2013, with a growth rate of 2.0 % for nominal cash
flows (previous year: 2.0 %) assumed for subsequent years to compensate for inflation with
respect to costs and revenues.

+ Selling expenses
+ General and administrative expenses The following discount factors were applied as at the end of the financial year:
+ Research and development costs
+ Other operating expenses DISCOUNT FACTORS IMPAIRMENT TEST TAB: 5.9.24
2010 2009
The goodwill from acquisitions disclosed in the consolidated balance sheet is allocated to before taxes after taxes  before taxes after taxes
the following cash-generating units (ccus): Interest rates in %
CGU Salt America 9.5 7.0 101 7.6
BREAKDOWN OF GOODWILL BY CASH-GENERATING UNIT TAB: 5.9.23 CGU Salt Europe 9.5 7.0 10.1 76
CGU Salt Nitrogen Fertilizers 9.5 7.0 10.1 7.6
2010 2009
in € million
CGU Salt America 601.4 549.6
CGU Salt Europe 133 133 The rates of interest for the cash-generating units correspond to the weighted cost of capital
CGU Nitrogen Fertilizers 0.6 0.6 for the k+s GrRouUP before and after taxes.
Total goodwill 615.3 563.5

The Salt business segment is divided into the cash-generating units Salt America and Salt
Europe. The goodwill resulting from the acquisition of MORTON SALT was allocated to the Salt
America cGU; the previous year's figures were adjusted according to the final purchase price

The impairment test conducted at the end of financial year 2010 confirmed that the good-
wills were not impaired. In our estimate, realistic changes in the fundamental assumptions
on which the determination of the value in use is based would not result in the carrying
amount of the cash-generating unit exceeding its value in use.



Apart from goodwill, the following intangible assets were shown as of 31 December 2010:

INTANGIBLE ASSETS AS OF 31 DECEMBER TAB: 5.9.25
2010 2009

in € million
Customer relationships 186.0 194.9
Brands 109.4 1034
Port concessions 30.2 28.2
Emission rights 9.6 0.1
Internally generated intangible assets 6.4 6.4
Advance payments made 5.1 2.8
Other intangible assets 37.7 331
Intangible assets (without goodwill) 384.4 368.9

In connection with the event-based testing for impairment of intangible assets with a finite
useful life, 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 finan-
cial year 2010 required recognition of a write-down totalling € 0.1 million (previous year:
€ 0.7 million) recorded under other operating expenses.

Brand rights totalling € 100.2 million (previous year: € 90.8 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.

The impairment test of brand rights with indefinite useful lives, to be performed annually,
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 market
value from the licensing costs saved. The brand-specific revenues for the years 2011-2014 were
determined on the basis of the Company budget, and an annual growth rate of 2.0 % (previ-
ous year: 2.0 %) was assumed for the period from 201s. 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 10.0 %
(previous year: 11.0 %). The impairment test on the brands carried out on this basis at the end
of the 2010 financial year did not result in any impairment charges.

(13) INVESTMENT PROPERTIES

As of 31 December 2010, the fair value of investment properties amounted to € 26.8 million
(previous year: € 27.2 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, on external valuation reports.

(14) FINANCIAL ASSETS

€ 22.5 million (previous year: € 20.3 million) included in financial assets is accounted for by
investments in associated companies, loans to associated companies as well as other equity
investments. Of this, € 1.6 million (previous year: € 2.1 million) relates to other loans (mainly
to employees) and other financial assets. The effective annual rates of interest range between
0% and 6.25% and the remaining fixed interest period ranges between 1 year and 20 years.

The maximum default risk as of the balance sheet date corresponds to the amount stated in
the balance sheet. There are no specific grounds that would suggest the occurrence of events
of default. There are no significant concentrations of default risk.



(15) DEFERRED TAXES
The following capitalised deferred tax assets and liabilities relate to reporting and measure-
ment differences for individual balance sheet line items and tax loss carryforwards:

DEFERRED TAXES TAB: 5.9.26

Deferred tax assets Deferred tax liabilities

2010 2009 2010 2009

in € million
Intangible assets 7.8 6.0 121.7 122.8
Property, plant and equipment 15 1.9 234.0 2159
Financial assets 8.8 133 13 0.9
Inventories 31 49 14.7 245
Receivables and other assets 39 8.3 235 107.1
—of which derivative financial instruments 21 — 13 12
Provisions 111.5 139.9 5.6 4.0
Liabilities 19.3 56.6 0.8 6.7
Gross amount 155.9 230.9 401.6 481.9
—of which non-current 1333 191.6 374.3 441.7
Tax loss carryforwards 335 37.0 — —
Impairments (4.0) (1.8) — —
Consolidation 17.7 0.4 5.3 (11.0)
Balances (145.3) (233.8) (145.3) (233.8)
Balance sheet carrying amount (net) 57.8 32.7 261.6 237.1

Deferred taxes totalling € 20.4 million (previous year: € 10.3 million) were not capitalised
because utilisation of the underlying loss carryforwards and realisation of taxable income
appear unlikely. The underlying loss carryforwards amount to € 151.4 million (previous year:
€ 111.7 million).

During the year under review, € (2.7) million (previous year: € 7.1 million) in deferred taxes
from foreign currency translations were offset directly against equity without recognition
in profit or loss.

The deferred taxes reported as of 31 December 2009 and as of 31 December 2010 differed by
€ 0.6 million (deferred tax assets: € 25.1 million, deferred taxed liabilities: € 24.5 million). Taking
into account the deferred taxes offset without recognition in profit or loss in the year under
review (€ (2.7) million) and the effects from the foreign currency translation (€ (17.3) million),
this gives rise to the deferred tax income of € 20.6 million disclosed in the income statement.

Temporary differences of € 490.6 million (previous year: € 174.0 million) are related to shares
in subsidiaries, so that on account of 1as 12.39 no deferred tax liabilities can be set up on

those differences.

(16) INVENTORIES

INVENTORIES TAB: 5.9.27
2010 2009

in € million
Raw materials and supplies 172.9 164.6
Work in progress 25.7 281
Finished products and merchandise 530.1 4773
Payments on account 115 104
Inventories 740.2 680.4

Inventories of € 39.9 million (previous year: € 151.0 million) were stated at net realisable value.
The reporting of net realisable value resulted in the writing down of inventories by € 9.8 mil-
lion (previous year: € 34.7 million) during the period under review.



(17) RECEIVABLES AND OTHER ASSETS

RECEIVABLES AND OTHER ASSETS TAB: 5.9.28
of which of which
residual term residual term
2010 > lyear 2009 >1year
in € million
Accounts receivable —trade 949.8 - 849.6 =
Receivables from associated companies 17.0 — 8.7 -
Other assets 200.3 43.0 398.0 254.5
— of which derivative financial instruments 41.8 6.4 19.6 —
—of which Potash One convertible bond 20.2 - = =
—of which claim for reimbursement bond
Morton Salt 189 189 114.2 113.2
Receivables and other assets 1,167.1 43.0 1,256.3 254.5
The allowances developed as follows:
ALLOWANCES TAB: 5.9.29
2010 2009
in € million
Balance as of 1January 36.1 383
Change in scope of consolidation — 2.6
Addition 8.0 16.3
Reversal 3.8 131
Utilisation 43 8.0
Balance as of 31 December 36.0 36.1

Allowances of € 24.9 million (previous year: € 24.5 million) were disclosed for the trade
accounts receivables portfolio as at 31 December 2010. € 11.1 million (previous year: € 11.6 mil-
lion) resulted from allowances for other receivables and other assets. The allowances are
based on the anticipated 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. To this extent, the receivables are exposed to an interest rate risk and thus to a change
in fair value.

As at 31 December 2010, receivables bearing no interest or interest below market rates were
written down by € 0.2 million (previous year: € 0.3 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: 5.9.30
Of which
neither
overdue
nor
adjusted
as of the
Carrying  reporting Of which unadjusted but overdue
amount date as of the reporting date
>3land >91and
<30days <90days <180days > 180days
in € million
2010
Accounts receivable —trade 949.8 760.3 44.7 107 0.1 21
Other receivables and
non-derivative financial
instruments 148.6 1311 3.6 0.4 0.1 0.1
2009
Accounts receivable —trade 849.6 5729 223 8.3 39 14
Other receivables and
non-derivative financial
instruments 363.1 305.9 3.2 14 17 1.0

As at 31 December 2010, the extent of accounts receivable trade for which contractual con-
ditions were renegotiated and which were otherwise written down or overdue was insig-
nificant.



Accounts receivable 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 generally 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 risk of default is the risk of a contractual partner failing to discharge its contractual pay-
ment obligations. Customer receivables are to a large extent secured against this risk by
means of appropriate insurance coverage and other hedging instruments. This ensures that
only immaterial or partial losses are 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 concentration of risk with respect to receivables.

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 2010, the maximum risk
of default in the very unlikely event of a simultaneous default on all unsecured receivables
was € 210.9 million (previous year: € 181.1 million).

(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. 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 derivatives capitalised
on the balance sheet.

The goal of interest rate management is to curb the risks arising from increasing interest
rates as a result of changes in the general level of interest rates. No countermeasures are

currently necessary in this regard, as the financial liabilities (bond) almost completely carry
a fixed rate of interest.

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 minor 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.
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. Within the framework of translation hedging of projected earnings, net positions
are determined in a similar fashion on the basis of EBIT 1.

The hedging transactions used can have terms of up to three years for the hedging of antici-
pated positions as well as for translation hedging. The aim is to hedge a worst-case scenario
while simultaneously allowing possible opportunities arising from market developments to
be taken. The focus in this regard is on the use of simple options (plain vanilla options) and
partially also compound options. These compound options consist of an option on a simple
option that can be acquired at a later date for a fixed amount. The sale of simple options
limits the advantage taken of favourable market developments for a section of the optionally
hedged position. Apart from the selective use of forward transactions, this serves to reduce
premium expenses. The terms of hedging transactions in respect of invoiced 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 segment for us dollar positions. Hedging
transactions for translation risks arising from planned earnings are concluded for the Salt
business segment. Hedging transactions in respect of invoiced receivables are concluded in
the Potash and Magnesium Products, Nitrogen Fertilizers as well as Salt business segments.

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”.



Depending on assessments of the market, derivatives are also used selectively to restrict
increases in energy costs. In this case, options and swaps based on the oil price (fuel oil)
are generally used. As of 31 December 2010, there were no longer any hedging transactions.

Trade in all the aforementioned derivatives is solely orc. Because of market transparency, for-
ward exchange transactions are concluded directly with one 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 important 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.

The market values computed correspond to the value upon premature hypothetical termi-

nation on the balance sheet date. The values are computed using recognised mathematical

models generally used by market participants. The computations were particularly based on

the following parameters that applied on the balance sheet date:

+ the spot exchange rates for the currencies concerned,

+ the agreed hedging rates or exercise prices,

+ the traded volatilities, i.e. the anticipated range of fluctuation for the exchange rates
concerned, and

+ the interest rates applicable to the currencies concerned.

1As 39 permits hedging relationships to be established between underlying business trans-
actions and derivative financial instruments. These are, however, not applied on principle
(see ‘Notes to the income statement and the statement of comprehensive income’ on pages
184 et seqq.).

The following derivative foreign exchange financial transactions existed as of 31 December
2010:

DERIVATIVE FOREIGN EXCHANGE FINANCIAL TRANSACTIONS TAB: 5.9.31
2010 2009
Notional Notional
amounts’ Fair values amounts’ Fair values
in € million
GBP forward exchange transactions in 2010
—of which maturing in 2010 — — 2.8 —
— of which maturing in 201 8.6 0.1 — —
USD/CLP forward exchange
transactions in 2010
— of which maturing in 201 14.4 0.2 — —
USD forward exchange transactions
—of which maturing in 2010 - - 60.7 (0.5)
—of which maturing in 201 2438 21 — -
Purchased simple USD currency options
—of which maturing in 2010 — — 569.6 19.2
— of which maturing in 201 629.7 27.3 — —
—of which maturing in 2012 131.2 6.4 — -
Sold simple USD currency options
—of which maturing in 2010 - - 70.2 (1.2)
—of which maturing in 201 485.5 (4.4) — —
—of which maturing in 2012 1473 (4.6) — —
Foreign currency transactions in total 1,660.5 27.1 703.3 17.5

1 Translated into euros using weighted hedging rates.

Information on the impact to the aforementioned market values assuming a different
exchange rate on the balance sheet is presented below.

The simple options used to hedge operational usp receipts would have changed as follows
if the spot rate had changed by + 10 % on the balance sheet date:

At arate 0f 1.20258 USD/EUR ((10)%), the market value reported would have declined by € 67.9
million. At a rate of 1.46982 USD/EUR (+10 %), the market value would have risen by € 76.0
million. At a rate of 1.2965 USD/EUR ((10)%), the market value reported in the previous year



would have declined by € 26.4 million. At a rate of 1.5847 USD/EUR (+10 %), the market value
of the previous year would have risen by € 46.5 million.

As of the balance sheet date, the swaps used to hedge freight costs had a notional amount
of 540 charter days on the “Baltic Panamax Index” and a fair value of € (5.2) million. A change
in price on the freight hedging benchmark index of + 10 % would have increased or reduced
the market value by € 0.6 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 165.

(20) SUBSCRIBED CAPITAL

The subscribed capital of K+S AKTIENGESELLSCHAFT amounts to € 191.40 million and is
divided into 191.40 million no-par value bearer shares. In financial year 2010, there was an
average of 191.34 million (previous year: 166.15 million) shares outstanding.

In accordance with the resolution adopted by the Annual General Meeting on 14 May 2008,
the Board of Executive Directors was authorised, with the approval of the Supervisory Board,
to increase the share capital of K+s AKTIENGESELLSCHAFT On one or more occasions until
9 May 2011 against cash or in-kind contributions and by up to no more than € 82.5 million
in the aggregate through the issuance of no more than 82.5 million new value bearer shares
(authorised capital). In connection with the capital increase, the amount of the authorised
capital was adjusted by a resolution adopted by the Supervisory Board on 25 November 2009.
The Board of Executive Directors is now authorised, with the approval of the Supervisory
Board, to increase the share capital of K+S AKTIENGESELLSCHAFT On One or more occasions
until 9 May 2011 against cash or in-kind contributions and by up to no more than € se.1 mil-
lion in the aggregate through the issuance of no more than se.1 million new value bearer
shares (authorised capital).

Existing shareholders essentially hold a subscription right in respect of such capital increase.

The Board of Executive Directors may, with the approval of the Supervisory Board, exclude the

statutory subscription right of shareholders in the following cases, actually up to a propor-

tionate amount of € 41.25 million of the share capital (the equivalent of 41.25 million shares):

+ inrespect of fractional amounts arising from such subscription right;

+ inthe case of capital increases against cash contributions, if the capital increase does not
exceed 10 % of the share capital and the issue price of the new shares is not significantly
lower than the relevant exchange price, which is the weighted average of the exchange
prices of the shares in the XETRA computerised trading system (or such system as may
replace it and perform a comparable function role) for the ten exchange trading days pre-
ceding the subscription of the new shares;

+ inthe case of capital increases from in-kind contributions, if the new shares are to be used
for the acquisition of a company or an equity interest in a company.

The Board of Executive Directors is further authorised, with the approval of the Supervisory
Board, to determine further details pertaining to the carrying out of a capital increase from
authorised capital.

In accordance with the resolution passed by the Annual General Meeting on 11 May 2010,
the Board of Executive Directors was authorised to acquire own shares to up to 10 % of the
share capital by 10 May 201s. Purchases may be made on a stock exchange or by means of
a public purchase offer directed to all shareholders. In the case of a purchase effected on a
stock exchange, the purchase price (exclusive of ancillary purchase costs) paid by the com-
pany per share may not exceed or undercut the relevant exchange price by more than 10 %.
In the case of a public purchase offer addressed to all shareholders, the purchase price per
share (exclusive of ancillary purchase costs) offered may not exceed or undercut the relevant
exchange price by more than 10 %.

Shares which were acquired as a result of the authorisation in question or earlier authorisa-
tion granted by the Annual General Meeting in accordance with Sec. 71 Para. 1 No. 8 of the
German Stock Corporation Act (AktG) may be used for the purposes specified in the resolution
of the Annual General Meeting. With the authorisation of 11 May 2010, the authorisation to
purchase own shares granted by the Annual General Meeting on 13 May 2009 was cancelled.
K+S AKTIENGESELLSCHAFT did not make any use of the authorisation in financial year 2010.



SUBSCRIBED CAPITAL

TAB: 5.9.32

Shares outstand-

(22) INFORMATION ABOUT CAPITAL MANAGEMENT

ing in circulation  Subscribed capital CAPITAL MANAGEMENT TAB: 5.9.34
in € million
2010 2009
3112.2008 165.0 165.0
— - —— in € million
Capital increase against cash contributions 26.4 26.4 -
Equity 2,651.6 2,094.6
3112.2009 1914 1914
Non-current debt 1,919.1 2,2357
31.12.2010 191.4 191.4
Current debt 1,003.0 886.8
Balance sheet total 5,573.7 5,217.1
Equity ratio 47.6% 40.1%
Borrowed capital ratio 52.4% 59.9%

(21) OTHER RESERVES AND ACCUMULATED PROFIT

Other reserves and accumulated profit are reported in the consolidated balance sheet as a
single caption. The development of revenue reserves including accumulated profit and the
reserve for balances from foreing currency translation is shown separately in the equity
statement.

For dividend distribution the annual financial statements of K+S AKTIENGESELLSCHAFT as
prepared in accordance with German commercial law are decisive. It is intended to propose
to the Annual General Meeting that a dividend of € 1.00 per share (previous year: € 0.20), i.e.
€191.4 million in total (previous year: € 38.3 million), be distributed to the shareholders. As of
the balance sheet date, the accumulated profit in the single-entity financial statements of
K+S AKTIENGESELLSCHAFT was as follows:

ACCUMULATED PROFIT OF K+S AKTIENGESELLSCHAFT TAB:5.9.33
2010 2009

in € million
K+S Aktiengesellschaft accumulated profit as of 1January 46.2 399.4
Dividend payment for previous year (38.3) (396.0)
Net income of K+S Aktiengesellschaft 217.8 428
K+S Aktiengesellschaft accumulated profit as of 31 December 225.7 46.2

Equity rose by € 557.0 million compared with the previous year. The increase in equity is
based mainly on the positive Group earnings of financial year 2010 (after taxes and minority
interests) amounting to € 448.6 million; on the other hand, there is the dividend distribution
of € 38.3 million effected in May 2010. Changes in equity without recognition in profit or loss
also 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). The decrease
in non-current debt stems chiefly from the settlement of financial liabilities.

Potential measures to influence the capital structure can affect both equity (e.g. through
capital increase, share repurchase, payment of dividends) and debt (e.g. through taking out/
repaying loans). The equity ratio as at 31 December 2010 exceeds our target corridor of about
3510 45 %.

(23) PROVISIONS
The development of provisions is shown separately on pages 170 et seq.



(24) 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: 5.9.35
2010 2009

in € million
Provisions for pension commitments 114.7 136.0
Provisions for other post-employment benefits 70.1 58.3
Provisions for pensions and similar obligations 184.8 194.3

The previous year's figures were adjusted on account of the final purchase price allocation
of MORTON SALT. More explanations can be found under Final purchase price allocation and
adjustment of the previous year's figures’ on pages 174 et seqq.

Provisions for pension commitments, amounting to € 78.0 million (previous year: € 87.7
million), relate to retirement pension plans in Germany. They mainly relate to direct com-
mitments under pension plans that have been discontinued in the meantime. Most of the
domestic obligations apply to pensioners. In Europe outside Germany, further provisions for
pension commitments amounted to € 3.2 million (previous year: € 3.4 million) as of the bal-
ance sheet date.

There are also pension commitments and benefit commitments similar to pensions in the
UsA, in Canada and on the Bahamas. The amount of the pension commitments depends,
among other things, on remuneration and length of employment. As at 31 December 2010,
provisions amounting to € 33.5 million (previous year: € 44.9 million) were established for
this purpose. Benefit commitments similar to pensions mainly encompass benefits for medi-
cal costs and life insurances. As at 31 December 2010, the provisions for these commitments
amounted to € 70.1 million (previous year: € 58.3 million).

The amount of the provisions for pensions and similar obligations is calculated as the actuar-
ial present value of pension claims earned (defined benefit obligation). A part of the domestic
pension claims is financed through external plan assets under a contractual trust arrange-
ment (cTA). Pension commitments in Canada and on the Bahamas are also partially outfl-

nanced by plan assets. The following assumptions have been made in calculating provisions
for pensions and similar obligations as at the balance sheet date:

ACTUARIAL ASSUMPTIONS

MEASUREMENT PENSION COMMITMENTS TAB: 5.9.36
2010 2009
Outside Outside
Germany  Germany Germany Germany
in %, weighted average
Pension commitments
Discount factor 4.9 5.2 5.3 6.1
Anticipated annual increase in salaries and wages 1.8 3.6 18 4.0
Anticipated annual pension increase 15 12 15 1.0
Other benefit commitments similar to pensions
Discount factor — 53 = 6.0

To determine the pension expenses of the current financial year, the following actuarial
assumptions were used — stipulated at the end of the previous financial year:

ACTUARIAL ASSUMPTIONS

EXPENSES PENSION COMMITMENTS TAB: 5.9.37
2010 2009
Outside Outside
Germany  Germany Germany  Germany
in %, weighted average
Pension commitments
Discount factor 5.3 6.1 53 6.1
Anticipated annual increase in salaries and wages 1.8 4.0 1.8 4.0
Anticipated annual pension increase 15 1.0 1.5 1.0
Anticipated yield on plan assets 6.0 8.0 6.0 8.0
Other benefit commitments similar to pensions
Discount factor — 6.0 — 6.0




In the case of commitments similar to pensions for health care benefits, the following annual
cost increases — declining over time — were assumed:

+ Canada: 8.3% / 5.0% as from 2015 (previous year: 9.0 % / 5.0 % as from 2015)

+ USA:6.0% / 5.0% as from 2012 (previous year: 7.0 % / 5.0 % as from 2012)

+ Bahamas: 4.5% (previous year: 4.5 %)

The anticipated yield for 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 taken into account. In this regard, the allocation of plan assets to individual asset cat-
egories, the interest rate and dividend expectations and the current economic framework
conditions are taken into consideration. At the end of financial year 2010, plan assets com-

prised the following:
BREAKDOWN OF PLAN ASSETS BY ASSET CATEGORY TAB: 5.9.38
2010 2009
Outside Outside
Total Germany Germany Total Germany Germany
in € million
Bonds 100.6 60.6 40.0 86.8 533 335
Shares 127.8 34.1 93.7 114.7 373 77.4
Cash on hand and balances
with banks and other 11.8 116 0.2 8.1 7.0 11
Plan assets as of 31 December 240.2 106.3 133.9 209.6 97.6 112.0

The item “Cash on hand and balances with banks and other” comprises, among other things,
pledged reinsurances.

Actuarial gains and losses are only recorded in the income statement insofar as they exceed
the 10 % corridor (maximum of 10 % of obligations and 10 % of plan assets). The excess amount
is spread over the average remaining working lives of active employees and recognised in
profit or loss.

The following tables show the development of the defined benefit obligation and the plan
assets:

DEVELOPMENT DEFINED BENEFIT OBLIGATION TAB: 5.9.39
2010 2009
Outside Outside
Total Germany Germany Total Germany Germany
in€ million
Defined benefit obligation
as of 1January 406.7 188.5 218.2 196.1 1934 2.7
Changes in scope of consolidation — — — 205.8 — 205.8
Service costs 9.5 2.4 7.1 4.2 16 2.6
Interest expenses 233 9.6 137 129 9.9 3.0
Plan compensation /adjustment (16.0) 16 (17.6) (0.3) - (0.3)
Pension payments (23.1) (15.0) (8.1) (16.9) (15.5) (1.4)
Actuarial gains (=) /losses (+) 24.6 8.3 16.3 (0.9) (0.9) =
Exchange rate fluctuation 27.7 — 27.7 5.8 - 5.8
Defined benefit obligation
as of 31 December 452.7 195.4 257.3 406.7 188.5 218.2

The actuarial losses of the period under review amounting to € 24.6 million result mainly
from the decrease in the discount rate.

DEVELOPMENT PLAN ASSETS TAB: 5.9.40
2010 2009
Outside Outside
Total Germany Germany Total Germany Germany
in € million

Plan assets as of 1January 209.6 97.6 112.0 81.1 81.1 —
Changes in scope of consolidation — — — 106.3 — 106.3
Anticipated income from plan assets 157 5.9 9.8 7.0 49 21

Differences between anticipated
and actual income (1.2) (0.6) (0.6) 15.7 15.4 0.3
Employer contributions 4.4 — 4.4 1.0 — 1.0
Recording of reinsurances 6.5 6.5 — — — —
Pension payments (9.8) (3.1) (6.7) (4.9) (3.8) (1.1)
Exchange rate fluctuations 15.0 — 15.0 34 — 34
Plan assets as of 31 December 240.2 106.3 1339 209.6 97.6 112.0




For reconciliation to the balance sheet carrying amounts, the defined benefit obligation has ~ The service costs are reported in accordance with the allocation of employees in the income
to be offset against the plan assets and to be adjusted for actuarial gains or losses not yet ~ statement under the following items:

recorded. + Cost of sales
+ Selling expenses
RECONCILIATION BALANCE SHEET CARRYING AMOUNTS PENSIONS TAB: 5.9.41 + General and administrative expenses
+ Research and development costs
2010 2009 '
Outside Outside + Other operating expenses
Total Germany Germany Total Germany Germany
in € million Interest expenses, anticipated income arising from plan assets as well as the amortisation
DS S el i of unrecognised actuarial gains and losses are recorded under interest income, net. Rever-
as of 31 December 4527 1954 257.3 406.7 188.5 2182 8 8 ’ :
— of which fully covered sals of provisions from plan adjustments/plan settlements are disclosed under other oper-
by plan assets 29.1 29.1 — 30.1 30.1 = ating income.
—of which partially covered
by plan assets 2885 105.2 1833 245.8 104.4 141.4
Plan assets as of 31 December 2402 1063 1339 5096 976 1120 The development of pension obligations and plan assets over time is as follows:
Funded status 2125 89.1 123.4 197.1 90.9 106.2
Unrecognised actuarial DEVELOPMENT DEFINED BENEFIT OBLIGATION AND PLAN ASSETS TAB: 5.9.43
gains (+)/losses (-) (34.0) (17.4) (16.6) (8.2) (8.5) 0.3
Carrying amounts as of 31 December 1785 717 106.8 188.9 82.4 106.5 2010 2009 2008 2007 2006
— of which pension provisions (+) 184.8 78.0 106.8 1943 87.8 106.5 in € million
— of which assets (<) (6.3) (6.3) — (5.4) (5.4) — Defined benefit obligation
as of 31 December 452.7 406.7 196.2 208.5 202.6
Plan assets as of 31 December 240.2 209.6 81.1 80.4 823
. . L . . Short | - 2125 197.1 115.1 128.1 120.3
Pension expenses for defined benefit pension obligations comprise the following: o ,(+)/Surp £ COYerage )
Experience-based gains (+)/
losses (=) from obligations 0.3 0.9 (6.7) (37) 17
PENSION EXPENSES FOR DEFINED BENEFIT OBLIGATIONS TAB: 5.9.42 Other gains (+)/losses (=) from obligations (24.9) = 13.8 (4.) =
Experience-based gains (+)/
2010 2009 losses (-) from plan assets 1.2) 15.7 (277) 3.2) (0.5)
Outside Outside
Total Germany Germany Total Germany Germany
in € million
service costs 95 24 71 &2 L6 2:6 A change of the assumed cost trend of the pension-similar commitments for health care
I 23. . 137 12. I ] . .
nterest expenses 33 56 3 & 99 30 benefits would result in the following effects:
Plan adjustments /compensation (16.0) 1.6 (17.6) (0.3) — (0.3)
Amortization of actuarial losses - - - 17 17 —
Anticipated income from plan assets (15.7) (5.9) (9.8) (7.0) (4.9) (2.1)

Pension expenses 11 7.7 (6.6) 11.5 83 3.2




SENSITIVITY HEALTH CARE BENEFIT COMMITMENTS TAB: 5.9.44

Change by 1% point

In addition, contributions of € 88.8 million (previous year: € 84.2 million) were paid to state
pension insurance funds.

Increase Decrease
2 milfem (25) PROVISIONS FOR MINING OBLIGATIONS
Effect on service costs and interest expenses 0.9 (07)
Effect on the defined benefit obligation 113 (8.9) PROVISIONS FOR MINING OBLIGATIONS TAB: 5.9.46
_ . } ; 2010 2009
In financial year 2011, an outflow of funds of € 25.6 million from pension commitments and com- Total  Of which current Total  Of which current
mitments similar to pensions can be expected. It encompasses allocations to plan assets and ;¢ nijlion
pension payments which are not covered by corresponding reimbursements from plan assets.  mine and shaft backfilling 261.9 73 2262 71
Maintenance of stockpiles 165.7 — 119.7 —
In addition, there are further retirement pension plans for which no pension provisions have ~ Mine damages 493 - 335 -
to be recognised, as there are no further obligations apart from the payment of contributions ~ Restoration 48.8 - 387 -
(defined contribution plans). These comprise both solely employer-financed benefits and pre- Othen 100 - 82 -
. £ £ 1 5 4 -y . Provisions for mining
miums for converting employees’ remuneration into pensions. iz e 535.7 73 4263 71

Employers and employees make contributions under the supplementary pension plan that
has been closed in the meantime and is operated through the BasF pension fund. The provi-
sion of such pensions 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 pension fund as a whole and not for those
shares in it attributable to the k+s GrRoUP, no sufficient information is available for report-
ing 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, the pension expenses for the period under review are as follows:

PENSION EXPENSES TAB: 5.9.45
2010 2009
Outside Outside
Total Germany Germany Total Germany Germany
in € million

Expenses defined contribution plans 16.7 5.0 117 12.7 10.8 19

Service costs defined-benefit
commitments 9.5 2.4 71 4.2 1.6 2.6

Pension expenses 26.2 7.4 18.8 16.9 12.4 4.5

Provisions for mining obligations are recognised as a result of statutory and contractual
requirements as well as conditions imposed by public agencies and essentially cover obliga-
tions to backfill mines and shafts as well as the obligation to maintain stockpiles. In addition,
provisions also exist for mining damage risks and restoration obligations.

Mining obligations are based on provisions of statute as the Federal Mining Law (Bundes-
berggesetz) and are given concrete form primarily in plant plans and permit decisions issued
under water law. These obligations, which are mainly of a public law type, require surface
securing and recultivation measures. Mining damage can result from underground extrac-
tion and the related lowering of the land at surface level or as a result of damage connected
with the production process in the form of dust or the excessive release of saline substances.
The provisions take account of identifiable obligations connected with use restoration as
well as obligations arising from mining damages that have already been caused or have
already arisen.

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 for the k+s GrROUP. The interest rate as a discount factor
for mining obligations in the EU states amounts to 4.7 % (previous year: 5.6 %). An interest
rate of 5.1% (Usa; previous year: 5.8%) and 5.3 % (Canada; previous year: 6.2 %) is used as a
discount factor for mining obligations of the MORTON Group companies consolidated for
the first time in 2009. An increase in mining provisions amounting to € 81.0 million resulted
from the adjustment of the discount rate in the 2010 financial year. 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 allocation to mining provisions for the year under review was € 121.0 million (previous
year: € 37.8 million) and, apart from the interest-rate adjustment, mainly consisted 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 € 6.7 million (previous year: € 8.4 million) were used to
discharge the obligation to maintain disused sites. Further amounts were spent on expen-

diture connected with mining damage risks.

Reversals of provisions amounting to € 7.3 million (previous year: € 9.6 million) mainly result
from a reduction in anticipated individual obligations.

(26) NON-CURRENT OBLIGATIONS TO EMPLOYEES

NON-CURRENT OBLIGATIONS TO EMPLOYEES TAB: 5.9.47
2010 2009

in € million
Provisions for long-term incentives 29.2 —
Provisions for semi-retirement 26.5 37.1
Provisions for anniversary bonuses 24.0 23.0
Provisions for stock options 5.7 83
Other non-current obligations to employees 10.9 42

Total non-current obligations to employees 96.3 72.6

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, a discount factor of 2.1% is applied.
For the gaps in inflow arising as a result of switching the variable remuneration components
with a long-term incentive effect from a two-year to a four-year term in 2012 and 2013, the
new LTI Programme was already started virtually in 2008 and 2009 with a tranche in each
particular case.

/ MORE INFORMATION ON THE LONG-TERM INCENTIVE PROGRAMME can be found in the
Remuneration Report on pages 31 et seqq.

The provisions for semi-retirement take into account obligations arising from semi-retire-
ment agreements that have been concluded. Measurement encompasses both fulfilment
shortfalls (difference between the value of fulltime employment and semi-retirement remu-
neration plus related employer contributions to social insurance) as well as step-up contri-
butions to semi-retirement remuneration and contributions to statutory pension insurance.
They are stated at present value applying a discount factor of 4.9 % (previous year: 5.3 %) with
an anticipated annual increase in salaries and wages of 1.8 % (previous year: 1.8 %). The semi-
retirement obligations of € 58.4 million (previous year: € 66.1 million) as of the balance sheet
date were offset against plan assets of € 31.9 million (previous year: € 29.0 million). The plan
assets take the form of a contractual trust arrangement (cTa) and serve to secure the ben-
efits due to employees under semi-retirement agreements.

Provisions for anniversary bonuses are recognised for future payments in connection with
25-, 40- and so0-year length of service anniversaries. They are measured using the defined
benefit obligation method. They are stated at present value applying a discount factor of
4.9% (previous year: 5.3 %) 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. The options existing at the beginning of the reporting period were as follows:



COMPOSITION OF VIRTUAL STOCK OPTIONS

AT THE BEGINNING OF THE REPORTING PERIOD TAB: 5.9.48
Number Exercisable for Fair value Provision

of options the first time Expiry in € million in € million
12,840 May 2008 May 2011 = =

54,580 May 2009 May 2012 0.3 0.3

1,475,600 May 2010 May 2013 7.6 6.3
2,458,800 May 2011 May 2014 5.0 17
4,001,820 129 83

In financial year 2010, eligible employees exercised 1,432,320 options, which became exercis-
able for the first time in May 2010 and 150,000 options have expired prematurely.

For the existing options, expenditure for allocation to provisions of € 3.9 million was recorded
in financial year 2010. The payment in the financial year in the amount of € 13.6 million

resulted in provision utilisation of € 6.3 million.

The stock option programme was replaced in financial year 2010 by an indicator-based long-
term incentive system; thereby, the employees could not acquire any further options.

As of 31 December 2010, the composition of virtual stock options was as follows:

COMPOSITION OF VIRTUAL STOCK OPTIONS 31 DECEMBER 2010 TAB: 5.9.49
Number Exercisable for Fair value Provision

of options the first time Expiry in € million in € million

7,200 May 2009 May 2012 — —

4,300 May 2010 May 2013 0.1 0.1

2,407,500 May 2011 May 2014 6.7 5.6
2,419,500 6.8 5.7

The fair value of the exercisable options was € 0.1 million as at 31 December 2010. Intrinsic
value was used as the fair value of the options exercisable for the first time in May 2009, as
the performance attained by these options is already well above the maximum settlement
ceiling of 25 %. The fair value of the options that became /become exercisable for the first time

in May 2010 as well as in May 2011 was determined on the basis of a multi-period binominal
model. It relies on the price of the k+s share and the level of the pax on the valuation date
as well as the historical volatility of the k+s share compared with the pax. The historical
volatility of overperformance was determined using price data for the last 250 trading days,
as this period corresponds to the average option term expected on the balance sheet date.
The volatility computed in this way amounted to 20.66 % for the option programme expir-
ing in May 2013 (previous year: 38.21%), and 20.86 % for the option programme expiring in
May 2014 (previous year: 38.74 %). These calculations were performed using a base price for
the x+s share of € 46.51 (expiry May 2013) and € 37.79 (expiry May 2014). A risk-free interest
rate of 0.75% was assumed. Anticipated fluctuation was not taken into account as it does
not have any material impact on the value of the option. Anticipated dividends are also dis-
regarded, as they are taken into account in the determination of the performance of the K +s
share relevant for the advantage to be gained from exercising the option. The provisions are
distributed proportionately over the two-year vesting period. For a general description of the
stock option programme, see Note (10).

(27) OTHER ENVIRONMENTAL OBLIGATIONS
The following table summarises other environmental obligations connected with the acqui-
sition of MORTON SALT:

ENVIRONMENTAL OBLIGATIONS MORTON SALT TAB: 5.9.50
2010 2009

in € million
Environmental obligations for chemical sites (non-current) — 104.9
Environmental obligations for chemical sites (current) — 132
Other environmental obligations for chemical sites (total) — 118.1
—recognised reimbursement claims — 117.3

The environmental obligations taken over in 2009 resulted from the earlier chemical activities
of MORTON sALT, which had been transferred to the k+s GrouPp together with the acquisition
of that company. They included, for example, obligations to eliminate soil and ground water
damage. Since only insufficient information was available from the seller ROHM & HAAS
regarding the extent of the obligation, environmental experts were commissioned to prepare



the appropriate reports. These reports formed the basis for a forecast of the future outflows
of funds, which were transferred to the provision amount applied as at 31 December 2009
by means of a weighted average interest rate of 5.0 %. The expected outflows extended over
a period of up to 30 years. Since the environmental experts also had only limited informa-
tion, the estimate of the amount as well as when the outflow of funds falls due were bound
up with corresponding uncertainty.

Only the salt activities of MORTON sSALT were to be taken over in acquiring the company. Thus,
even before the transaction was completed on 1 October 2009, certain segments not belong-
ing to the salt business were transferred to a subsidiary of the seller. In accordance with the
purchase agreement, K+S AKTIENGESELLSCHAFT also had the right to transfer, 13 months
after the closing of the agreement at the earliest, i.e. as of 1 November 2010, all assets and
liabilities of MORTON sALT allocable to the salt business (including the subsidiaries operat-
ing in the salt business) to another company of the K+s GRoUP and subsequently to trans-
fer MORTON sALT back to the seller. This right was exercised on 1 November 2010, so that the
seller will again be directly liable for any remaining obligations at MORTON sALT which can-
not be attributed to the salt business acquired.

With the exercise of the retransfer right, the environmental obligations as well as the corre-
sponding reimbursement rights carried until then were derecognised.

(28) 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 to
employees mainly include provisions for the performance-related remuneration of employ-
ees as well as provisions for outstanding vacation leave and non-work shifts.

(29) 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 2010 TAB: 5.9.51
Cash flows
2010 Residual term
Carrying 2010 Residual term >1lyearand Residual term
amount total < lyear < 5 years > 5years
in € million
Bank loans and overdrafts 786.6 843.7 29.7 790.4 23.6
—of which bonds 764.1 819.5 11.0 785.8 227
—of which liabilities
towards banks 225 24.0 18.6 4.6 0.8
Accounts payable —trade 511.2 511.2 510.8 0.4 —
Liabilities to affiliated
companies 126 126 12.6 - -
Other liabilities 517 51.7 339 16.6 12
Non-derivative
financial liabilities 1,362.1 1,419.2 587.0 807.4 24.8
LIQUIDITY ANALYSIS OF NON-DERIVATIVE FINANCIAL LIABILITIES 2009 TAB: 5.9.52
Cash flows
2009 Residual term
Carrying 2009 Residual term >1lyearand Residual term
amount total < lyear < 5years > 5years
in € million
Bank loans and overdrafts 1,266.9 1,607.3 1723 1,276.3 158.7
—of which bonds 857.7 1,158.4 38.9 962.5 157.0
—of which liabilities
towards banks 409.2 449.0 1334 3139 17
Accounts payable —trade 346.9 346.9 346.6 0.3 —
Liabilities to affiliated
companies 8.7 8.7 8.7 = =
Other liabilities 60.3 60.3 46.7 13.0 0.6
Non-derivative
financial liabilities 1,682.8 2,023.2 574.3 1,289.6 159.3




The financial liabilities as at the balance sheet date mainly relate to K+S AKTIENGESELL-
SCHAFT and 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.

/ MORE INFORMATION ON THE BOND can be found in the section ‘K+S on the capital market’ of the
Management Report.

In addition, the usD bond taken over in the previous year as part of the acquisition of MOR-
TON SALT with an outstanding amount of Uss$ 145.2 million was partially repurchased by
ROHM & HAAS. This leaves a remainder of Us$ 22.6 million maturing in 2020. Interest and
repayment contributions resulting from this will be paid by RoHM & HAAS and are contrac-
tually 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.

The period of time over which fixed rates of interest apply is, with the exception of the bond
issued, essentially short term and extends to a maximum of twelve months. To this extent,
interest-related cash flow risks resulting from possible interest rate adjustments exist. The
effective rates of interest are based on the interest rates for the currencies concerned (euro,
Us dollar, Canadian dollar, Brazilian real, Chilean peso) plus the customary market margins.

Liquidity is managed by means of a Group-wide cash pool system by the central treasury
unit. The liquidity requirement is basically determined by liquidity planning and is covered
by cash and cash equivalents and committed credit lines. Apart from an € 800 million syn-
dicated credit line running until July 2015, there are also bilateral framework credit agree-
ments which have not been taken up.

/ FURTHER INFORMATION ON LIQUIDITY RISKS can be found in the Risk Report on pages 143 et seq.

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.

CONSOLIDATED FINANCIAL STATEMENTS

LIQUIDITY ANALYSIS OF DERIVATIVE FINANCIAL INSTRUMENTS 2010

TAB:5.9.53

2010 Residual term

Carrying 2010 Residual term >1lyearand Residual term

amount total < 1lyear < 5years > 5years
in € million
Net fulfilment
Freight derivatives 5.2 53 19 34 —
Gross fulfilment
Foreign currency derivatives’ (2.4) (2.4) (2.4) — —
Payment obligation 2849 2849 — —
Payment claim (287.3) (287.3) - —
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 2009 TAB: 5.9.54

2009 Residual term

Carrying 2009 Residual term >1lyearand Residual term

amount total < lyear < 5years > 5 years
in € million
Net fulfilment
Freight derivatives 5.7 6.0 13 47 —
Gross fulfilment
Foreign currency derivatives’ 0.6 0.5 0.5 = =
Payment obligation 117.9 117.9 — —
Payment claim (117.4) (117.4) — —

1 On the reporting date, the simple currency options sold have no intrinsic value and cause no cash flow on this basis.



(30) 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 measure-
ment categories of 1As 39, are as follows:

ments:
CARRYING AMOUNTS OF FINANCIAL INSTRUMENTS
FURTHER INFORMATION ON FINANCIAL INSTRUMENTS TAB: 5.9 55 AGGREGATED ACCORDING TO MEASUREMENT CATEGORIES TAB: 5.9.56
2010 2009
Measurement 2010 2009 . P—-
R . in € million
category Carrying Carrying
under IAS 39 amount  Fair value amount  Fair value Financial assets available for sale 223 20.1
in € million Loans and receivables 1,848.6 1,7441
Investments in associated Financial assets held for trade 417 19.6
companies and equity interests Available for sale 223 223 20.1 20.1 Fnemdiel eliiies sk armer o) @ 13474 1,674.0
LoaN3 Loans and receivables 18 18 23 23 Financial liabilities held for trade 171 7.8
Financial assets 241 241 224 224
Accounts receivable — trade Loans and receivables 949.8 949.8 849.6 849.6
Remaining receivables and The fair values of the financial instruments were mainly determined on the basis of the
non-derivative financial assets Loans and receivables 148.6 148.6 363.1 363.1 . . .
market information available at the balance sheet date and are allocated to a level of the
Derivatives Held for trade 41.8 41.8 19.6 19.6 . .
fair value hierarchy.
Other assets’ = 27.0 27.0 24.0 24.0
Other receivables and assets 217.3 2173 406.7 416.5
Cash on hand and Level 1 financial instruments are calculated on the basis of quoted prices on active markets
balances with banks Loans and receivables 7484 748.4 529.1 529.1 for identical assets and liabilities. In Level 2, financial instruments are calculated on the basis
of input factors which are derivable from observable market data or on the basis of market
Financial liabilities . . . el g .
Financial liabilities at amortised cost 786.6 844.9 1.266.9 13181 prices for similar instruments. Level 3 financial instruments are calculated on the basis of
Financial liabilities input factors which are not derivable from observable market data. As at 31 December 2010,
gseolliitolpgyaulciuiiads gtaigelibedleost >11.2 5112 2463 S36.9 financial assets held for trading amounting to € 41.7 million (previous year: € 19.6 million) and
Other non-derivative Financial liabilities f el elTlises Talldl & di . ili . ) illi
T A g 495 495 60.2 60.2 nancial liabilities held for trading amounting to € 17.1 million (previous year: € 7.8 million)
Dariverives Held for trade 171 171 7.8 7.8 are to be allocated to Level 2 of the fair value hierarchy. There are no financial instruments
Liabilities from finance leases - 7.0 7.0 8.9 8.9 at Level 1 and Level 3 of the fair value hierarchy.
Other liabilities — 35.9 359 192 19.2
Remaining and other liabilities 109.5 109.5 96.0 96.0 In the case of equity instruments measured at acquisition cost, it is not possible to determine

1 This item mainly comprises other clearing accounts.

fair values reliably because of the absence of active markets. This applies to shares in (non-
consolidated) subsidiaries, joint ventures, associated companies and equity interests. It is
assumed that the carrying amounts correspond to the fair values as of the balance sheet date.



In the case of trade receivables, other receivables and non-derivative assets as well as liquid
assets, the carrying amounts correspond to the fair values for these instruments because the
maturities are largely short term.

In the case of financial liabilities, trade payables 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 the maturities are largely short term. For non-current financial liabili-
ties, 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 dis-
counting purposes.

For borrowings and financial lease liabilities, it is assumed that the carrying amounts corre-
spond to fair values because of insignificant deviations in market and computational inter-

est rates.

The net results from financial instruments are shown in the following table:

NET RESULT FROM FINANCIAL INSTRUMENTS TAB: 5.9.57
2010 2009

in € million
Financial assets available for sale 5.0 13
Loans and receivables 311 17
Financial assets and liabilities held for trade (16.5) 49
Financial liabilities at amortised cost (1.5) 3.8

The net result from financial assets available for sale mainly comprises gains or losses on
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 mainly comprises changes
in the market value of derivative financial instruments. It also includes interest income and
interest expenses for these financial instruments.

The net result from liabilities measured at amortised cost mainly comprises the effects of
foreign currency translation.

Total interest income and expenses for financial assets and liabilities that are not measured
at fair value and recognised in profit or loss were as follows:

NET INTEREST INCOME FROM FINANCIAL INSTRUMENTS TAB: 5.9.58
2010 2009

in € million
Interest income 7.2 4.1
Interest expenses (76.9) (44.7)

The following is a sensitivity analysis for the interest income and expenses from financial
instruments included in net interest income. With an assumed change in the interest rate
level of 1 percentage point, net interest income would have decreased by € 3.2 million or
improved by € 5.7 million (previous year: + € 4.1 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 the foreign currencies
(mainly the us dollar) by 10 %, the change in the fair value recognised in profit or loss after
the offsetting of foreign currency receivables and liabilities would have amounted to + € 19.8
million (previous year: + € 19.4 million).

(31) CONTINGENT LIABILITIES

Inthe K+s GROUP, general business is bound up with various risks for which provisions have
beenrecognised, provided that the conditions are fulfilled. Furthermore, there are no further
risks which would lead to the disclosure of contingent liabilities.



(32) OTHER FINANCIAL OBLIGATIONS

OTHER FINANCIAL OBLIGATIONS TAB: 5.9.59
2010 2009
in € million
Commitments from uncompleted capital expenditure projects 59.8 452
Obligations from operating leases
—due in following year 20.6 24.0
—duein2to5years 439 46.5
—due after Syears 17.5 15.0
Other financial obligations 141.8 130.7

Operating lease contracts exist which relate, for example, to factory and office equipment
and cars. Given the relevant contractual arrangements, these assets are not to be carried
under fixed assets. Expenditure arising from operating leasing in 2010 came to € 45.0 mil-
lion (previous year: € 22.6 million). Liabilities and other financial obligations from financial
leases existing as at 31 December 2010 are considered immaterial from a Group perspective.

NOTES TO THE SEGMENT REPORTING

The segment reporting is presented on pages 172 et seq.

(33) DEFINITION OF SEGMENTS

Segments are defined according to products. This corresponds to the internal organisation
and reporting structure of the Kk +s GROUP.

The Potash and Magnesium Products business segment combines the production and mar-

keting of potash fertilizers and fertilizer specialities as well as potash and magnesium com-
pounds for technical, industrial and pharmaceutical applications.

With x+s NITROGEN, the Nitrogen Fertilizers business segment is focused on marketing and
trading in nitrogenous fertilizers for bulk customers in agriculture and special crops. coMpP0's
EXPERT sector comprises fertigation, ornamental plants and public green areas. In the Con-
sumer business, comPo has an extensive offer of high-quality potting soils, speciality fertil-
izers and plant protection products.

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.

Complementary Business Segments bundle together not only recycling activities and waste
disposal and reutilisation in potash and rock salt mines as well as cATSAN® granulation, but
also other activities important for the k+s GROUP. With KALI-TRANSPORT GESELLSCHAFT
MBH (KTG) and its subsidiaries, the K+s GROUP possesses its own logistics service provider.
CHEMISCHE FABRIK KALK GMBH (CFK) trades in different basic chemicals.

The accounting procedures applied in determining segment information are essentially in
compliance with the accounting principles of the x+s GrRoUP.

(34) PRINCIPLES OF ALLOCATION OF SEGMENT ASSETS AND LIABILITIES

Assets, provisions and liabilities are allocated to the segments in accordance with their utili-
sation or origin. If they are utilised by or originate in more than one segment, they are allo-
cated on the basis of appropriate keys.

Financial assets (except for participating interests) and non-current financial liabilities are
not allocated to the segments.

(35) PRINCIPLES OF ALLOCATION OF SEGMENT EARNINGS

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.



In its function as the final decision-making instance, the Board of Executive Directors of
the x+s GROUP has determined EBIT I (operating earnings) to be the most important inter-
nal earnings 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 also excluded. Also, EBIT I only relates to realised income from operating forecast
hedges (see ‘Notes to the income statement and the statement of comprehensive income’
on pages 184 et seqq.).

The earnings of the business segments are presented on a consolidated basis. Intra-segment
deliveries and services are consolidated.

(36) 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 nature and amount of the billing is determined in accordance with
the value and extent of the delivery or service, taking into account the underlying legal rela-
tionship. 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.

(37) ADDITIONAL SEGMENT INFORMATION

POTASH AND MAGNESIUM PRODUCTS BUSINESS SEGMENT

Provisions amounting to € 22.1 million (previous year: € 14.4 million) in the Potash and Mag-
nesium Products business segment were released for obligations from 2009 not claimed.
In the reporting period, discounts for financial year 2009 attracted expenses unrelated to
the period totalling € 2.2 million (previous year: € 18.7 million). The Potash and Magnesium
Products business segment posted an extraordinary write-down of € 6.4 million, which was
disclosed in other operating expenses. In the previous year, an extraordinary write-down of
€ 1.1 million had been made on an investment.

CONSOLIDATED FINANCIAL STATEMENTS

NITROGEN FERTILIZERS BUSINESS SEGMENT

In the reporting period, impairments for inventories amounting to € 8.5 million (previous
year: € 23.1 million) were recognised in the Nitrogen Fertilizers business segment. Provisions
amounting to € 23.8 million (previous year: € 29.8 million) were released for obligations from
2009 not claimed. Credit items from suppliers for financial year 2009 resulted in income unre-
lated to the period totalling € 11.6 million (previous year: subsequent charges from suppliers
led to expenses unrelated to the period totalling € 15.0 million). Impairment tests conducted
at the end of financial year 2010 required recognition of a write-down totalling € 0.2 million
which was recorded under other operating expenses (previous year: € 2.2 million, of which
€ 0.8 million was disclosed in other operating expenses and € 1.4 million in net income from
investments) for the Nitrogen Fertilizers business segment.

SALT BUSINESS SEGMENT

In the Salt business segment, in the period under review, provisions amounting to € 21.8 mil-
lion (previous year: € 3.5 million) were released for obligations not claimed. In the year under
review, extraordinary write-downs totalling € 6.3 million (previous year: € o million) were
necessary, which were disclosed in other operating expenses.



(38) NOTES TO THE RECONCILIATION ITEMS (39) REVENUES BY REGION
The reconciliation between the segment figures to the corresponding items in the consoli- ~ The breakdown of revenues by geographical region is as follows:
dated financial statements of the k+s GRouUP comprise items allocated to central functions

as well as consolidation effects. The main items are: REVENUES BY REGION TAB: 5.9.61
2010 2009
RECONCILIATION SEGMENT FIGURES TAB: 5.9.60 i & (il
2010 2009 Germany 897.7 642.4
in € million Rest of Europe 1,725.6 1,253.8
Reconciliation of segment results Overseas 2,370.5 1,677.6
Consolidation-related effects (0.2) (0.6) —of which Brazil 408.5 3719
Result for the central functions (63.8) (40.6) —of which USA 9327 486.7
(64.0) (41.2) Total revenues 4,993.8 3,573.8
Reconciliation of segment assets
Fixed assets 51.3 51.4
Deferred tax assets >/ 8 327 The allocation is according to customers’ registered seats. In financial years 2009 and 2010,
Market values of derivatives 0.1 (5.4) .
. : no single customer accounted for more than 10 % of the total revenues.
Tax refund claims from income taxes 25.0 30.3
Other receivables 69.2 281.8
Cash and cash equivalents 671.2 4257 (40) ASSETS BY REGION
Consolidation-related effects (938.6) (420.7) The breakdown of the assets of the x+s GROUP, adjusted for income tax receivables and
(64.0) 395.8 deferred tax assets, by geographical region is as follows:
Reconciliation of segment liabilities
Provisions for pensions and suchlike 211 334 ASSETS BY REGION TAB: 5.9.62
Other provisions 55.8 169.4
Deferred tax liabilities 261.6 237.1 2010 2009
Market values of derivatives 2.7 6.5 niEmiTlien
Finandial liabilities 786.6 12599  Jermany 24882 22431
Other liabilities 20.0 259 Rest of Europe 440.7 3299
Income tax liabilities 82.4 419 OVelseay 2,562.0 2,581.1
Consolidation-related effects (76.7) (130.0) Total assets 5/490.9 5154.1
1,153.5 1,644.1

The allocation is given according to the location of the assets concerned.



(41) CAPITAL EXPENDITURE BY REGION (43) NET CASH AND CASH EQUIVALENTS
The breakdown of capital expenditure on intangible assets and property, plant and equip-

ment by geographical region is as follows: NET CASH AND CASH EQUIVALENTS TAB: 5.9.65
2010 2009
CAPITAL EXPENDITURE BY REGION TAB: 5.9.63 AR
in € million

2010 2009 Cash on hand and balances with banks 7484 529.1
in € million Cash received from associated companies (7.8) (5.6)
Germany 1306 137.8 Bank overdrafts — (3.4)
Rest of Europe 55 5.4 Net cash and cash equivalents 740.6 520.1

Overseas 64.9 344

Total capital expenditure 201.0 177.6

OTHER INFORMATION
The allocation is according to the location of the assets concerned.
AUDITOR’S FEES

NOTES TO THE CASH FLOW STATEMENT AUDITOR’S FEES TAB: 5.9.66
2010 2009
The cash flow statement is presented on page 163. 0 € million
Audit fees 1.0 09
(42) DISBURSEMENTS FOR THE ACQUISITION OF CONSOLIDATED COMPANIES O G e s _ 07
The item ‘disbursements for the acquisition of consolidated companies’ relates to the expen-  Other performances 0.1 0.1
diture on shares in companies acquired during the previous year: Auditor’s fees 1.1 17
DISBURSEMENTS FOR THE ACQUISITION OF CONSOLIDATED COMPANIES TAB: 5.9.64
2010 2009 Auditing performances encompass the auditing of the consolidated financial statements and
i € million the annual financial statements of the included domestic companies. Consultancy costs for
Total acquisition price _ 1,084.0 individual projects are included in Other performances.
Acquired cash - (9.0)
Exchange rate hedging costs — 87.9
Ancillary acquisition costs - 14.0

Disbursements for the acquisition of consolidated companies - 1,176.9




GOVERNMENT ASSISTANCE

GOVERNMENT ASSISTANCE TAB: 5.9.67
2010 2009

in € million
Investment grants 0.6 2.4
Investment premiums 18 4.6
Performance-related assistance 4.7 119
Government assistance 7.1 18.9

The investment grants recorded relate to sums extended under the German Investment
Grant Law for Investments in the Development Area of the Federal Republic of Germany
(Investitionszulagengesetz fur Investitionen im Fordergebiet der Bundesrepublik Deutsch-
land). Investment premiums were granted as part of the support for the regional economic
structure and for particular infrastructure projects within the Federal Republic of Germany.
Investment grants and premiums 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 fiir Arbeit) in accordance with the German Law on Semi-retirement
(Altersteilzeitgesetz) as well as reimbursements of the employer’s share of social security
contributions in connection with the short-time allowance.

RELATED COMPANIES AND PERSONS

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 party companies
can be taken from the list of all equity holdings (list of shareholdings) on pages 214 et seqq.

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: 5.9.68
2010 2009

in € million
Trade revenues 67.1 457
Deliveries and services received 25.8 19.9
Income from dividend payments and profit distributions 4.0 33
Other income 11 0.6
Other expenses 15 14

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 2010, the following outstanding balances with non-consolidated subsidiar-
ies were disclosed:

BALANCES WITH NON-CONSOLIDATED SUBSIDIARIES TAB: 5.9.69
2010 2009

in € million
Receivables from associated companies 17.0 8.7
Liabilities to affiliated companies 126 87
—of which from bank transactions 7.8 5.6

On the balance sheet date, there were no write-downs on receivables from associated com-
panies (previous year: € o million). 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). Loans to
related party companies totalling € 0.3 million exist (previous year: € 0.3 million), of which
€ 0.1 million are write-downs (previous year: € 0.1 million).



Transactions of the x+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: 5.9.70
2010 2009
in € million

Total remuneration of the Supervisory Board 14 11
—of which fixed 11 11
— of which performance-related 0.3 -
Total remuneration of the Board of Executive Directors 5.8 7.0
—of which fixed 2.2 2.1
—of which performance-related 3.6 17
—of which option rights granted — 3.2

Total remuneration of former members of the Board of
Executive Directors and their surviving dependents 1.0 2.3

Pension provisions for former members of the Board of
Executive Directors and their surviving dependents 119 125

In the year under review, the total remuneration of the Board of Executive Directors con-
cerned five board members, all of whom were in office for twelve months. In the previous
year, four board members had been in office for twelve months and one board member for
seven 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 (previous year's figures adjusted in accordance with actual bonus
payment);

+ granting of stock options (previous year's figures adjusted since they related to the pay-
ments from the exercise of options).

The emoluments received by the individual members of the Board of Executive Directors for
financial year 2010 are set forth in the Remuneration Report included in the corporate gov-
ernance report on page 33; the Remuneration Report also constitutes an integral part of the
management report.

SHAREHOLDINGS IN K+S AKTIENGESELLSCHAFT

There were no significant changes in the shareholder structure in 2010. According to notifi-
cations in accordance with Sec. 21 of the German Securities Trading Act (WpHG), the MERI-
TUS TRUST COMPANY LIMITED, Bermuda, owns just under 15 % of the shares via EUROCHEM
GROUP SE and its attributable subsidiaries. MERITUS manages the industrial sharehold-
ings of Andrey Melnichenko on a fiduciary basis. BASF SE, Ludwigshafen, continues to hold
a little over 10 % of our shares. After BLACKROCK INC., New York, usa, had informed us on
2 September 2010 that it had fallen below the threshold of 3%, on 13 September, the com-
pany announced that this threshold had again been exceeded and that its shareholding was
3.63 %. On 26 November 2010, we were informed by AXA s.A., Paris, France, that it held 3.06 %
of K+s shares.

DECLARATION ON CONFORMITY CONCERNING THE GERMAN

CORPORATE GOVERNANCE CODE

The declaration on 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 2009/2010 and is available to shareholders
in the 2009 financial report and can also be accessed on the k+s GROUP homepage (Www k-
plus-s.com). The conformity declaration in respect of 2010 /2011 is also published on the x+s
homepage and on page 21 of this 2010 financial report.



LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313 OF THE GERMAN COMMERCIAL CODE (HGB)

LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313

LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313

OF THE GERMAN COMMERCIAL CODE (HGB) TAB:5.9.71 OF THE GERMAN COMMERCIAL CODE (HGB) (CONTINUED) TAB:5.9.71
Interests Share of Interests Share of
Company'’s registered office in capital  voting rights Company’s registered office in capital  voting rights
in %; as of 31 December 2010 in %; as of 31 December 2010
Fully consolidated German subsidiaries (21 companies) Santiago
K+S Aktiengesellschaft Kassel Germany — — Compania Minera Punta de Lobos Ltda. de Chile Chile 99.64 100.00
Chemische Fabrik Kalk GmbH Cologne Germany 100.00 100.00 (COIIROA TR TEN Sl Ve Gt 100.00 10000
COMPO Gesellschaft mbH & Co. KG' Miinster Germany 100.00 100.00 (SOOIl AN Dtz sl 100.00 10000
Deutscher StraBen-Dienst GmbH Hanover Germany 100.00 100.00 COIPO et s S G e TS Bl 100.00 10000
esco — european saft company GmbH & Co. KG' IREXEYET eI 10000 10000 compO Horticulture et Jardin SAS. Rog:ae:s; France 100.00 100.00
esco international GmbH Hanover Germany 100.00 100.00 COMPO Jardin AG Allschwil Switzerland 100.00 100.00
fertiva GmbH? Mannheim Germany 100.00 100.00 Santiago
German Bulk Chartering GmbH? Hamburg Germany 100.00 100.00 Empresa de Servicios Ltda. de Chile Chile 99.64 100.00
K+S Baustoffrecycling GmbH? Sehnde Germany 100.00 100.00 Santiago
K+S Beteiligungs GmbH? Kassel Germany 100.00 100.00 Empresa Maritima S.A. de Chile Chile 48.67 99.59
K+S Entsorgung GmbH? Kassel Germany 100.00 100.00 esco benelux N. Diege.m Belgium 100.00 100.00
K+S IT-Services GmbH? Kassel Germany 100.00 10000 eeo france SAS, LevIaD!?rth France 100,00 100.00
K+S KALI GmbH?2 Kassel Germany 100.00 100.00 Dombasle
K+S Nitrogen GmbH?2 Mannheim Germany 100.00 100.00 esco Holding France S.AS. sur Meurthe France 100.00 100.00
K+S Salz GmbH? Hanover Germany 100.00 100.00 esco Spain S.L. Barcelona Spain 100.00 100.00
Kali-Transport Gesellschaft mbH? Hamburg Germany 100.00 100.00 Santiago
ol L e el s e e Kassel Gy 100,00 100.00 Fertilizantes COMPO AGRO Chile Ltda. de Chile Chile 100.00 100.00
Reckling- Frisia Zout BV. Harlingen  Netherlands 100.00 100.00
park GmbH hausen Germany 100.00 100.00 GLC Trucking Co. Inc. Chicago USA 100.00 100.00
Torf- und Humuswerk Gnarrenburg GmbH Gnarrenburg Germany 100.00 100.00 Glendale Salt Development LLC Chicago USA 100.00 100.00
Torf- und Humuswerk Uchte GmbH Uchte Germany 100.00 100.00 Inagua General Store Ltd. Chicago USA 100.00 100.00
UBT See- und Hafen-Spedition GmbH Rostock? Rostock Germany 100.00 100.00 Inagua Transports Inc. Chicago USA 100.00 100.00
Santiago
Fully consolidated foreign subsidiaries (60 companies) Inversiones Columbus Ltda. Si?tci:ilz Chile 200 100.00
Canadian Brine Ltd. Pomtz(tjléagree(; Canada 100.00 100.00 Inversiones Empremar Ltda. de (?hﬁe Chile 48.87 100.00
Halifax, Inversiones k+S Sal de Chile Ltda. e chie Chile 100.00 100.00
Canadian Salt Finance Company Nova Scotia Canada 100.00 100.00 - - -
Halifax, Inyersmnesy Prolspecoones Sant\ago _
Canadian Salt Holding Company Nova Scotia Canada 100.00 100.00 Mineras Tarapacd Ltda. de Chile Chile 100.00 100.00
International Salt Company LLC Clarks Summit USA 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: 5.9.71 OF THE GERMAN COMMERCIAL CODE (HGB) (CONTINUED) TAB: 5.9.71
Interests Share of Interests Share of
Company’s registered office in capital  voting rights Company’s registered office in capital  voting rights
in %; as of 31 December 2010 in %; as of 31 December 2010
K plus S Espafola S.L. Barcelona Spain 100.00 100.00 Santiago
C Servicios Portuarios Patillos S.A. de Chile Chile 99.53 99.89
esano
K+S Agricoltura S.p.A. Maderno ltaly 100.00 100.00 Santiago
K+S Agro México S.A. de CV. Mexico-City Mexico 100.00 10000 [t litalelbebort celelille Sl 9964 9964
K+S Argentina SR.L. Buenos Aires Argentina 100.00 100.00 SIAL U LK Clelil i UsR 100.00 10000
K+ Canada Holdings | v Canad 100.00 100.00 FRIEEE
+>tanada Holdings Inc. ancouver anada . - The Canadian Salt Company Limited Québec Canada 100.00 100.00
K+S Finance Belgium BVBA Diegem Belgium 100.00 100.00 Santiago
K+S Finance Ltd. St. Julians Malta 100.00 100.00 Transporte por Containers S.A. de Chile Chile 48.04 98.71
Roche-lez- VATEL Companhia de Produtos
K+S France S.AS. Beaupré France 100.00 100.00 Alimentares S.A. Alverca Portugal 100.00 100.00
K+S Hellas S.A. Marousi Greece 100.00 100.00 Weeks Island Landowner LLC Chicago USA 100.00 100.00
K+S Investments Ltd. St. Julians Malta 100.00 100.00
K+S KALI Atlantique S.AS. Pré en Pail France 100.00 100.00 Non-consolidated German subsidiaries (16 companies)*
K+S KALI du Roure SAS. Le Teil France 100.00 100.00 1. K+S Verwaltungs GmbH Kassel Germany 100.00 100.00
K+S KALI France S.AS. Reims France 100.00 100.00 1. K+S Verwaltungs GmbH & Co. Erwerbs KG Kassel Germany 100.00 100.00
Onet le 3. K+S Verwaltungs GmbH & Co. Erwerbs KG Kassel Germany 100.00 100.00
5 AL Rss ez S5, Clieiee . RIS 9745 9745 Algoflash GmbH Diingemittel Kassel Germany 100.00 100.00
K+S KALI Wittenheim S.AS. Wittenheim France 100.00 100.00 Beienrode Bergwerks-GmbH Kassel Germany 29.80 29.80
K5 REHATRGS AAFEREIAINE /A Baes Al AFEINE 10000 10000 COMPO Verwaltungsgesellschaft mbH Minster Germany 100.00 100.00
G55 WamiErne (16l inege L Sl usr 10000 100.00 esco Verwaltungs GmbH Hanover Germany 100.00 100.00
K+S North America Corporation New York USA 100.00 100.00 et Gl Staudt Germany 100.00 100.00
K+S North America Salt Holdings LLC Chicago USA 100.00 100.00 K+S AN-Instituts
K+S Salt of the Americas Holding BV. Harlingen  Netherlands 100.00 100.00 Verwaltungsgesellschaft mbH Kassel Germany 100.00 100.00
Montana US Parent Inc. Chicago USA 100.00 100.00 K+S Consulting GmbH Kassel Germany 100.00 100.00
Morton Bahamas Ltd. Chicago USA 100.00 100.00 K+S Versicherungsvermittlungs GmbH Kassel Germany 100.00 100.00
Morton Salt Inc. Chicago USA 100.00 100.00 MS “Butes” Schiffahrts GmbH & Co. KG Haren Germany 8235 82.35
Pointe Claire, MS “Echion” Schiffahrts GmbH & Co. KG Haren Germany 82.35 82.35
Navigation Sonamar Inc. Québec Canada 100.00 100.00 MSW-Chemie GmbH Langelsheim Germany 68.50 63.50
Levallois- =
Salines Cérébos et de Bayonne S.AS. Perret France 100.00 100.00 Verlagsgeselischaft flir Ackerbau mbH Kassel Germany 100.00 100.00
- ; ; - ; Bad
Salina Diamante Branco Ltda. Rio de Janeiro Brazil 100.00 100.00 Wl Salbzteiiuh Gl A, Germany 100.00 100.00
Santiago
Servicios Maritimos Patillos S.A.3 de Chile Chile 49.82 50.00




LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313

LIST OF SHAREHOLDINGS IN ACCORDANCE WITH SEC. 313

OF THE GERMAN COMMERCIAL CODE (HGB) (CONTINUED) TAB: 5.9.71 OF THE GERMAN COMMERCIAL CODE (HGB) (CONTINUED) TAB: 5.9.71
Interests Share of Interests Share of
Company’s registered office in capital  voting rights Company’s registered office in capital  voting rights
in %; as of 31 December 2010 in %; as of 31 December 2010
Non-consolidated foreign subsidiaries (25 companies)* Associated companies and joint ventures (8 companies)®
Algoflash Kabushiki Kaisha Tokyo Japan 100.00 100.00 Borde Container Feeder GmbH Haldensleben Germany 33.30 33.30
COMPO Hellas S.A. Maroussi Greece 100.00 100.00 Ecuatoiana de Sal y Productos Quimicos C.A. Guayaquil Ecuador 50.00 50.00
esco Nordic AB Goteborg Sweden 100.00 100.00 Morton China National Salt
Imperial Thermal Products, Inc. Chicago USA 100.00 100.00 (Sheingiel) Set Ce, L. Sl Sl 45.00 45.00
K plus S Iberia S.L. Barcelona Spain 100.00 100.00 MS “Melas” Schiffahrts GmbH & Co. KG Haren Germany 38.90 38.90
K+S Asia Pacific Pte. Ltd. Singapore Singapore 100.00 100.00 MS “Peleus” Schiffahrts GmbH & Co. KG Haren Germany 30.20 30.20
K+S Benelux BY. Breda Netherlands 100.00 100.00 SIA Livanu Kudras Fabrika Livani Latvia 28.72 28.72
&S Prsldia Farilams e Société des Engrais de Berry au Bac S.A. Reims France 34.00 34.00
Produtos Industriais Ltda. Sdo Paulo Brazil 100.00 100.00 Werra Kombi Terminal
G Betriebsgesellschaft mbH Philippsthal Germany 50.00 50.00
K+SCZ a.s. Praha Republic 100.00 100.00 Other interests (16 companies)
K+S Denmark Holding ApS Copenhagen Denmark 100.00 100.00 Fachschule f. Wirtschaft und
K+S Entsorgung (Schweiz) AG Delémont  Switzerland 100.00 10000  lechnik Gem. GmbH Slaf-t] SEIany 940 940
%S Clifore ve Enaltsir Grinler Hubwoo.com S.A. Paris France 0.04 0.04
San. ve Tic. Ltd. Sti. Istanbul Turkey 100.00 100.00 Lehrter Wohnungsbau GmbH Lehrte Germany 6.70 6.70
K+S Italia S.r.L. Verona Italy 100.00 100.00 MS “Basalt” Schiffahrts GmbH & Co. KG Haren Germany 12.00 12.00
Levallois- MS “Dolomit” Schiffahrts GmbH & Co. KG Haren Germany 11.90 11.90
KeliboeenlipneDal HELET flance 100.00 10000 s “Granit” schiffahrts GmbH & Co. KG Haren Germany 12.00 12.00
feliolbiabpkdotol foznan) felaid 100.00 100.00 MS “Lava” Schiffahrts GmbH & Co. KG Haren Germany 11.50 11.50
55 UR s Elie Eel iirgore]  Grei il 100.00 100.00 MS “Magma” Schiffahrts GmbH & Co. KG Haren Germany 11.90 11.90
SICE slertiord  Cret i 100.00 100.00 MS “Marmor” Schiffahrts GmbH & Co. KG Haren Germany 11.40 11.40
falifEs i iappell ST 100.00 100.00 MS “Paganini” Schiffahrts GmbH & Co. KG Haren Germany 12.10 12.10
oI A S Sopeliliaes Beingls 100.00 100.00 MS “Telamon” Schiffahrts GmbH & Co. KG Haren Germany 10.70 10.70
000 K+S Rus N Feder;‘gzz 100.00 100.00 MS “Theseus” Schiffahrts GmbH & Co. KG Haren Germany 10.70 10.70
Potash Company of Canada (1998) Ltd. Toronto Canada 100.00 100.00 \’;‘;iii;azf;g!:ﬁﬁgﬁur Endablagerung Hanover o 010 010
Pitzsin 575 (i) Ll daizhines PR on DT 100.00 100.00 PHH Personaldienstleistung GmbH Hamburg Germany 2.60 2.60
Saleable — Importacao e Exportacao Ltda. Lissabon Portugal 100.00 100.00 Poldergemeinschaft Hohe Schaar Hamburg Germany 366 366
Serveis de Mexico S.A. de CV. Mexico-City Mexico 100.00 100.00 Zoll Pool Hafen Hamburg AG Hamburg Germany 196 196
Shenzhen K+S Trading Co. Ltd. Shenzhen China 100.00 100.00

1 Exemption rule according to Sec. 264b of the German Commercial Code (HGB) employed

2 Exemption rule according to Sec. 264b, Para. 3 (HGB) employed

3 Fully consolidated due to dominant influence (e.g. majority of the members of the management body).

# No consolidation due to minor importance
5 Equity method dispensed with due to minor importance

¢ Stating of amount of equity and earnings of the last financial year dispensed with due to minor importance



MEMBERS OF THE SUPERVISORY BOARD
A list of the members of the Supervisory Board and its committees can be found in the
‘Corporate Governance’ section on pages 27 et seqq.; this list is also a component of the Notes.

MEMBERS OF THE BOARD OF EXECUTIVE DIRECTORS

A list of the members of the Board of Executive Directors and its responsibilities can be
found in the ‘Corporate Governance’ section on pages 26 et seq.; this list is also a component
of the Notes.

Kassel, 1 March 2011

K+S AKTIENGESELLSCHAFT
THE BOARD OF EXECUTIVE DIRECTORS

CONSOLIDATED FINANCIAL STATEMENTS



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 segment and the Salt
business segment. The deposits used are owned by us or we possess corresponding explora-
tion and extraction rights or permissions, which legally secure the mining or solution min-
ing of the specified reserves of raw materials.

POTASH AND MAGNESIUM PRODUCTS BUSINESS SEGMENT

RESERVES

The specified extractable reserves (taking into consideration losses in extraction and impov-
erishment that are to be expected) were last determined on 31 December 2010 and are
comparable with the international terms “proven” and “probable reserves”. The following
table shows the extractable reserves of potassium chloride (KCl) and magnesium sulphate /
kieserite (MgSO4xH,0), the volume extracted in 2010 and the theoretical lifetime of the indi-
vidual mines in Germany. Rounded figures are reported. On the basis of this data, a theoreti-
cal lifetime of the mines of about 38 years (weighted average) is calculated for the Potash
and Magnesium Products business segment. Volumes actually mined in future that differ
from these volumes would result in a change to the theoretical lifetime.

RESERVES POTASH AND MAGNESIUM PRODUCTS BUSINESS SEGMENT TAB: 6.0.1
Extractable reserves Extraction 2010
Crude Theoretical
saltin million million million million million lifetime in
million tonnes tonnes tonnes tonnes tonnes years;
tonnes K,0' KCI' Kieserite? effective K,0' Basis K,0 2010
Rock salt mine
Neuhof-Ellers 104.3 9.2 14.5 193 3.59 0.38 24
Sigmundshall 31.0 3.8 6.1 5.2 221 0.28 83
Verbundwerk
Hattorf-Wintershall 697.3 59.4 94.0 92.8 15.62 1.30 45
Unterbreizbach 94.2 20.1 31.8 7.5 2.44 0.60 33
Zielitz 464.0 57.4 90.8 - 10.81 1.29 44
1 Potassium oxide (K,0) is a customary, chemical unit of conversion for potassium compounds,

100 % potassium chloride (KCI) corresponds to 6317 % K, 0.

2 Kieserite (MgSO,xH,0) is a usable magnesium mineral in potash deposits. Other minerals containing
magnesium sulphate are only utilised secondarily for process-related factors

3 The theoretical lifetime of the Sigmundshall mine is determined exclusively by the volume of reserves of sylvinite.

RESOURCES

Additional resources exist for the Potash and Magnesium Products business segment. 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 compa-
rable 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 segment has around 1,250 mil-
lion tonnes of crude salt as exploitable resources. This figure too already takes into consid-
eration losses in extraction and impoverishment. This could result in a prolongation of the
lifetime of individual plants.



POTASH ONE

POTASH ONE holds several potash exploration licences in the Canadian province of Saskatch-
ewan and, with its Legacy Project in the mining lease area KLSA 009, has an advanced green-
field project in which potassium chloride can be extracted by means of solution mining on
the basis of an existing feasibility study. The following information relates exclusively to the
mining lease area KLsa 009 (formerly exploration permit kp 289). The reserves and resources
are specified in million tonnes of potassium chloride as a saleable end product, and the cor-
responding deductions for losses during mining and processing have already been taken
into consideration.

RESERVES AND RESOURCES POTASH ONE TAB: 6.0.2
million
tonnes KCI % KClI % K,0
Mineral Reserves™?2
(Proven und Probable Reserves) Legacy Project area 135.8 28.9 18.3
Resources’ Legacy Project area
(Indicated und Inferred Resources) and KLSA 009 940 26.9 17.0

1 The reserves figures were determined by Agapito Associates Inc., Grand Junction, Colorado, in cooperation with North Rim Exploration Ltd.,
Saskatoon, Saskatchewan. The technical reports for the determination of reserves were created in accordance with the requirements of the
Canadian standard N1 43-101 of the "Canadian Securities Regulators".

2 After conversion of the exploration permit (KP 289) to a mine lease (KLSA 009) an additonal 1,150 acres (approx. 4.7 km?) of land with
extraction rights are available, which contain further reserves in the magnitude of 24.5 million tonnes of KCl product. An official update of
the determination of reserves by the above-mentioned independent experts, including these additional volumes, is planned

SALT BUSINESS SEGMENT

RESERVES

The specified extractable reserves (taking into consideration losses in extraction and impov-
erishment that are to be expected) were last determined on 31 December 2010 and are com-
parable with the international terms “proven” and “probable reserves”. The following tables
show the exploitable salt reserves, the average extraction of the mines, open-cast mining
operations and brine fields in the period from 2001 to 2010 as well as the theoretical lifetime
of the individual sites. Rounded figures are reported. On the basis of this data, a theoreti-
cal lifetime of the sites for Esco of about 56 years and for MORTON SALT of about 38 years
is calculated (in each case, weighted average, without extraction of solar evaporation salt).
Volumes actually mined in future that differ from these volumes would result in a change
to the theoretical lifetime.

RESERVES ESCO AND SPL TAB: 6.0.3
@-Extraction
Reserves 2001-2010 Theoretical
in million in million lifetime
Production method tonnes tonnes in years
Site

Bernburg, Germany Rock salt mine 40.3 1.90 21
Borth, Germany Rock salt mine 426 161 27
Braunschweig-Lueneburg, Germany Rock salt mine 21.8 0.68 32
Bernburg-Gnetsch, Germany Solution mine 213 0.25 85
Harlingen, The Netherlands Solution mine 8.0 1.00 8
Tarapaca, Chile Open cast mining 569.0 7.00 81

Solar evaporation salt
Rio Grande do Norte, Brazil (Ocean) oo 0.50 oo
RESERVES MORTON SALT TAB: 6.0.4

@-Extraction
Reserves 2001-2010 Theoretical
in million in million lifetime
Production method tonnes tonnes in years
Site

Fairport, USA Rock salt mine 57.0 118 48
Grand Saline, USA Rock salt mine 60.0 0.31 197
Mines Seleine, Canada Rock salt mine 40.0 1.53 26
Ojibway, Canada Rock salt mine 485 2.62 18
Pugwash, Canada Rock salt mine 335 119 28
Weeks Island, USA Rock salt mine 72.5 144 50
Glendale, USA Solution mine 9.5 0.12 79
Grand Saline, USA Solution mine 4.5 0.06 77
Hutchinson, USA Solution mine 185 0.33 56
Lindbergh, Canada Solution mine 10.0 0.13 77
Manistee, USA Solution mine 7.0 0.28 26
Rittman, USA Solution mine 9.0 0.51 18
Silver Springs, USA Solution mine 16.0 0.34 47
Windsor, Canada Solution mine 5.0 0.23 23

Solar evaporation salt
Grantsville, USA (Great Salt Lakes) oo 0.59 oo

Solar evaporation salt
Inagua, Bahamas (Ocean) oo 0.95 oo




RESOURCES

Additional resources exist for the Salt business segment. 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 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 sur-
face drilling as well as by means of geological analogical inference. These potential extrac-
tion fields are in part adjacent to existing ones and belong to the Kk+s GROUP or we possess

a permission for extraction.

About 300 million tonnes of rock salt in Europe and far more than 500 million tonnes in
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 individ-
ual plants. MORTON SALT too has corresponding resources a disclosure of which according to
the standard of the x+s GrouP will take place probably starting from 2011.



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
INVESTMENT (ROI)

RETURN ON EQUITY

Equity

Total number of shares as of 31 Dec. RETURN ON REVENUES
Market capitalisation + net indebtedness RETURN ON TOTAL

) INVESTMENT
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
Current debt

Cash on hand and balances with banks + current securities + current receivables
Current debt

Current assets
Current debt

Financial liabilities — cash on hand and balances with banks - securities

Financial liabilities + provisions for pensions and similar obligations
+ non-current provisions for mining obligations — cash on hand and
balances with banks - securities

Intangible assets + property, plant and equipment
+shares in associated companies + participating interests

Operating earnings (EBIT 1)
Operating assets" + working capital 2

1 Annual average.

FURTHER INFORMATION

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) 2 Adjusted for reimbursement claims and corresponding obligations.

Disbursements for acquisitions of consolidated companies

Adjusted Group earnings after taxes?

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 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

Adjusted equity1'5 from financial investments; adjusted for reimbursement claims as well as the surplus of the CTA plan assets
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GLOSSARY

AMMONIUM
SULPHATE

BRINE

BULK BLENDERS

CASH FLOW

CHLORINE-
ALKALINE
ELECTROLYSIS

COMPLEX
FERTILIZERS

is a sulphur-containing nitrogen fertilizer which is a by-product
formed in the production of caprolactam in the chemical industry.
Ammonium sulphate is used in agriculture and as a raw material for
the complex fertilizer industry.

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 fleld.

COMPLIANCE

COST OF CAPITAL

DOLOMITE LAYER

DUE DILIGENCE

(conforming with regulations) denotes adherence to laws, internal
corporate regulations and guidelines as well as regulatory standards
recognised by the Company. A compliance system is intended to
avoid risks of liability, penalties and fines as well as other financial
disadvantages for the Company and to ensure a positive reputation
in the public.

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 ratio.

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, (environmental) legal,
fiscal and financial framework conditions. In the process, analysis
results from the corporate data made available by the target com-
pany are employed. The aim is to expose or limit risks related to the
acquisition.



EBIT |

EBIT Il

ELECTROSTATIC
PREPARATION
PROCESS (ESTA®)

ENTEC® FERTILIZERS

Operating earnings BIT I include the hedging result of the respec-
tive reporting period achieved from the operating derivatives used
for the hedging of future payment positions (mainly revenues in us
dollars) or future translation risks. The hedging result realised corre-
sponds to the exercise value of the derivative at the day of maturity
(difference between the spot rate and the hedged rate), less the pre-
miums paid in the case of option transactions. The changes in market
value of the operating forecast hedges still outstanding are, however,
taken into consideration separately in the earnings after operating
hedging transactions (EBIT I1).

Under 1FRs, the changes in the market value from hedging transac-
tions have to be reported in the income statement. EBIT 11 includes
all earnings arising from operating hedging transactions, i.e. both
valuation effects as at the reporting date and earnings from realised
operating hedging derivatives. Hedging transactions of the financial
sector are shown in the financial result, insofar as no disclosure as
cash flow hedge not recognised in profit or loss is effected.

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.

are nitrogenous mineral fertilizers containing a stabiliser which
delays the transformation of ammonium nitrogen into nitrate. The
release of nitrogen is thus adapted to the plant’s needs and the effi-
ciency of the fertilizer functions is increased by avoiding nitrate
losses.

ENTERPRISE VALUE

EVAPORATED SALT

FINANCIAL
COVENANTS

FIXED COST
DEGRESSION

FLOTATION

FREE FLOAT

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 mul-
tiples 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).

(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.



KIESERITE

LIQUIDITY RATIOS

NITRIFICATION
INHIBITOR

OPERATING
FORECAST HEDGES

PACKAGE OF
MEASURES
ON WATER
PROTECTION

POTASSIUM
CHLORIDE

PRODUCTION OF
GRANULATES

is a mineral component of crude salt with the water soluble miner-
als magnesium and sulphur.

provide information about the extent to which current payment obli-
gations are covered by cash and cash equivalents, current receivables
and current assets.

Ammonium stabiliser, which delays the transformation of ammo-
nium nitrogen into nitrate nitrogen which is at risk of being washed
out.

To hedge future currency positions (mainly in us dollars) or future
translation risks, we use operating derivatives in the form of options
and futures (see also transaction and translation risks).

also “€ 360 million package of measures” or “Werra package of mea-
sures”; was presented in October 2008 by k+s in order to further
reduce environmental effects and secure k+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.

denotes the production of dispersible fertilizer grains which can be
spread with an agricultural fertilizer spreader.

PURCHASE PRICE
ALLOCATION

RATING

SODIUM CHLORIDE

SOLUTION MINING

STARTING CURVE

STRAIGHT
NITROGEN
FERTILIZER

SUPPLY CHAIN
MANAGEMENT

TRANSACTION RISK

Allocation of the costs incurred in connection with a corporate acqui-
sition to the assets, liabilities and contingent liabilities acquired.

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.

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.

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.

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.



TRANSLATION RISK

VALUE ADDED

WATER-SOFTENING
SALTS

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 oper-
ating assets + 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.
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