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The 1,200 or so employees at Bayer’s
Berkeley, California site symbolically
present an entire year’s “output”: together
they manufacture just 200 grams of pow-
der annually. That powder is Kogenate®, a
genetically engineered factor VIII product
that assists blood coagulation, offering
thousands of hemophiliacs throughout
the world greater safety and, above all, an

improved quality of life.

Numerous process steps, many purifica-
tion procedures and — most importantly —
skilled and dependable employees are
what it takes to maintain supplies of this
product. Comprising more than 2,300
amino acids, Kogenate® is the most com-
plex protein molecule produced using
genetic engineering techniques.

The drug illustrates the enormous poten-
tial of modern bioscience, a major focus
of research at Bayer. Bioscientific R&D
has spawned enabling technologies that
form a bridge between the subgroups and
open up new opportunities to transfer
expertise and exploit synergies.

You can learn more about research and
development at Bayer on page 36 or in
our Annual Report, which you can order
using the enclosed reply card.



This is to give Notice of our Annual
Stockholders’ Meeting to be held

on Friday, April 30,2004, at 10.00 a.m.

in the Congress Hall (Hall 8) of the Exhibition
Center in Cologne-Deutz, Germany.

1. Submission of the Approved Finan-
cial Statements for Bayer AG and Consol-
idated Financial Statements for the Bayer
Group, the Management Reports of
Bayer AG and the Bayer Group, and the
Report of the Supervisory Board for Fis-
cal Year 2003; Resolution on Distribution
of the Profit

The Board of Management and the Super-
visory Board propose that the balance
sheet profit of Euro 365,170,960.-- be
used to pay a dividend of Euro 0.50 per
share entitled to dividends.

2. Ratification of the Actions of the
Members of the Board of Management
The Board of Management and the Super-
visory Board propose to ratify the actions
of the members of the Board of Manage-
ment who held office during the 2003 fis-
cal year with respect to that year.

3. Ratification of the Actions of the
Members of the Supervisory Board

The Board of Management and the Super-
visory Board propose to ratify the actions
of the members of the Supervisory Board
who held office during the 2003 fiscal year
with respect to that year.

4. Authorization to Issue Warrant
Bonds and Convertible Bonds and to Ex-
clude the Stockholders’ Subscription
Rights, and Simultaneous Creation of
Additional Contingent Capital and Cor-
responding Amendment of the Com-
pany’s Articles of Association

The current authorization of the Board of
Management to issue warrant bonds and
convertible bonds dated April 30, 1999
terminates on April 29, 2004. In order to
enable the Board of Management to use
these funding types in the future, it shall
be proposed to the Annual Stockholders’
Meeting to replace the existing regulations
with a new authorization and the respec-
tive regulations on contingent capital in
the Company’s Articles of Association.

The Board of Management and Supervi-
sory Board propose the following resolu-
tions:

a) Authorization to issue warrant bonds
and convertible bonds and to exclude
stockholders’ subscription rights

The Board of Management shall be au-
thorized, subject to Supervisory Board
approval, to issue one or several times on
or before April 29, 2009, bearer warrant
bonds and/or convertible bearer bonds in
an aggregate nominal value of up to Euro
4,000,000,000 (four billion), with a maxi-
mum term of 30 (thirty) years and, in ac-
cordance with the terms and conditions of
the warrant bonds and convertible bonds,
to grant subscription rights to the holders
of the warrant bonds or to grant conver-
sion rights to the holders of the convert-
ible bonds, which entitle the respective
holder to receive bearer shares in the
Company with a pro rata amount of the
capital stock totaling up to Euro
186,880,000.



The warrant bonds and/or convertible
bonds may be issued not only in euro, but
also in any other legal currency of an
OECD country (limited to the equivalent
Euro value). They may also be issued by a
Bayer Group company within the mean-
ing of § 18 of the German Stock Corpora-
tion Act (Aktiengesetz) in which Bayer AG
owns a direct or indirect share of at least
90 percent; in this case, the Board of Man-
agement shall be authorized, subject to
Supervisory Board approval, to provide a
guarantee for the warrant bonds and/or
convertible bonds on behalf of the Com-
pany and to grant the holders of the war-
rant bonds and/or convertible bonds sub-
scription rights to or conversion rights on
the bearer shares of Bayer AG.

The statutory subscription rights shall be
granted to the stockholders in such a
manner that the warrant bonds and/or
convertible bonds will be underwritten by
a financial institution or a syndicate of fi-
nancial institutions, subject to the obliga-
tion that the bonds be offered to the
stockholders for subscription. If the war-
rant bonds and/or convertible bonds are
issued by a Bayer Group company within
the meaning of § 18 of the German Stock
Corporation Act (Aktiengesetz) in which
Bayer AG owns a direct or indirect share
of at least 90 percent, then Bayer AG must
ensure that the statutory subscription
rights will be granted to the stockholders
of Bayer AG in accordance with the pre-
ceding sentence. However, the Board of
Management will be authorized to exclude
from the subscription rights held by the
stockholders any fractional amounts re-
sulting from the subscription or conver-
sion ratio and to suspend the subscription
rights to the extent required to grant the
holders of previously issued subscription
or conversion rights a subscription right

in an amount to which such holders
would have been entitled as stockholders
following the exercise of the subscription
or conversion rights.

The Board of Management shall be fur-
ther authorized, subject to Supervisory
Board approval, to fully exclude the stock-
holders’ rights to subscribe the warrant
bonds and/or convertible bonds, if the
Board of Management has concluded fol-
lowing an examination in accordance with
its legal duties that the issue price of the
warrant bonds and/or convertible bonds is
not significantly below the hypothetical
market value computed using recognized
financial calculation methods. This au-
thorization to suspend the subscription
rights applies, however, only with respect
to the warrant bonds and/or convertible
bonds with subscription or conversion
rights to shares having pro rata amount of
the capital stock totaling Euro
186,880,000. Nevertheless, the pro rata
amount of the capital stock, which is at-
tributable to the aggregate number of
shares to be issued from the contingent
capital, together with the pro rata amount
of the capital stock from the new shares
that were issued after the date, on which
the stockholder resolution granting this
authorization was adopted, on the basis of
any authorizations to issue shares from
authorized capital subject to the exclusion
of subscription rights pursuant to § 186
(3) sentence 4 of the German Stock Cor-
poration Act (Aktiengesetz), may not ex-
ceed a total of 10 percent of the Com-
pany’s capital stock existing on the date of
the stockholder resolution concerning this
authorization or — if this amount is lower
— as of the date on which the present au-
thorization has been exercised. The sale of
the Company’s own shares should also be
counted towards the aforementioned



threshold, if such sale was made after the
date, on which the stockholder resolution
concerning this authorization was
adopted, on the basis of the authorization
pursuant to § 71 (1) no. 8 sentence 3 of
the German Stock Corporation Act (Ak-
tiengesetz) in connection with § 186 (3)
sentence 4 of the German Stock Corpora-
tion Act (Aktiengesetz) with a exclusion of
the subscription rights.

When warrant bonds are issued, one or
more warrants will be attached to each
bond and will entitle the holder to sub-
scribe, in accordance with the terms and
conditions of the warrant bonds to be
stipulated by the Board of Management,
to the no-par bearer shares issued by
Bayer AG. With respect to Euro-denomi-
nated bonds with warrants issued by
Bayer AG, the warrant terms and condi-
tions may provide that the warrant price
may also be paid by assigning bonds and
making — if necessary — a supplementary
cash payment. The pro rata amount of
capital stock, which is attributable to
shares to be subscribed on each bond, may
not exceed the face value of the bonds.
Any fractions of such shares may, in ac-
cordance with the terms and conditions of
the warrant bonds or the warrant bonds,
be rounded up to a whole-number share
for purposes of subscription, if necessary
against supplementary payment.

When convertible bonds are issued, the
holder will receive an irrevocable right to
convert his or her bonds into no-par
bearer shares of Bayer AG pursuant to the
terms and conditions of the convertible
bonds as stipulated by the Board of Man-
agement. The conversion ratio is calcu-
lated by dividing the face value of the
bond or the issue price underlying the face
value of a bond by the established conver-

sion price for one share of Bayer AG and
may be rounded up or down to a whole
number; moreover, a supplemental cash
payment and the consolidation of or off-
setting payment for unconvertible frac-
tional amounts may be established. The
bond terms and conditions may provide
(subject to the subsequent stipulations on
minimum price requirements) for a vari-
able conversion ratio and a calculation of
the conversion price within a stipulated
range based on the development of the
share price of Bayer AG during the term of
the bond.

Unless there is a conversion obligation,
each subscription or conversion price for a
share must be at least 80 percent of the
non weighted average closing price of the
shares of Bayer AG as quoted on the Xetra
trading system of the Frankfurt Stock Ex-
change or in a corresponding successor
system for the 10 trading days immedi-
ately preceding the date on which the
Board of Management adopted the resolu-
tion approving the issue of warrant bonds
or convertible bonds, or — in the event
that a subscription right is granted — must
equal at least 80 percent of the non
weighted average stock exchange price of
shares in Bayer AG as quoted on the Xetra
trading system of the Frankfurt Stock Ex-
change or in a corresponding successor
system during the days on which the
rights to the warrant bonds or convertible
bonds are traded on the Frankfurt Stock
Exchange, except for the last 2 days on
which the rights are traded; further, unless
there is a conversion obligation, each sub-
scription or conversion price for a share
must be at least 100 percent of the non
weighted closing price of the shares of
Bayer AG as quoted in the Xetra trading
system of the Frankfurt Stock Exchange or
in a corresponding successor system of the



fifth to last day of the subscription period
for the warrant bonds or convertible
bonds, if a subscription right of the stock-
holders of Bayer AG exists as to the war-
rant bonds of convertible bonds. § 9 (1) of
the German Stock Corporation Act (Ak-
tiengesetz) will continue to apply.

Notwithstanding § 9 (1) of the German
Stock Corporation Act (Aktiengesetz), the
subscription or conversion price may be
reduced on the basis of the anti-dilution
provision pursuant to more specific terms
and conditions of the warrant bonds or
convertible bonds, if, during the subscrip-
tion or conversion period, the Company
increases the capital stock, while granting
an exclusive subscription right to its
stockholders or increases the capital stock
from retained earnings, or the Company
issues additional warrant bonds or con-
vertible bonds or grants or guarantees
warrants and the holders of already exist-
ing warrants or conversion rights are not
granted the subscription right they would
have been entitled to following the exer-
cise of the subscription or conversion
right. The subscription or conversion
price may also be reduced by a cash pay-
ment upon exercise of the subscription or
conversion right or upon discharging the
conversion duties. The terms and condi-
tions of the subscription rights and con-
vertible bonds may also provide for an ad-
justment in the subscription or conversion
rights or in the conversion obligations in
the event that the Company’s capital stock
is reduced or other extraordinary courses
of action or events transpire (such as un-
usually high dividends, control gained by
a third party). In case the control is gained
by a third party the warrant or conversion
price may be adjusted in accordance to
customary market standards.

The terms and conditions of the bonds
may provide that in the event that the

subscription or conversion right is exer-
cised, the Company will have the right not
to grant new shares, but rather pay for the
number of shares that would otherwise
have been delivered a cash amount equal
to their non weighted average closing
price of Bayer AG shares as quoted on the
Xetra trading system of the Frankfurt
Stock Exchange or its corresponding suc-
cessor system during the last 10 trading
days prior to or after the date on which
the declaration to exercise the subscrip-
tion or conversion rights was made. The
terms and conditions of the bonds may
also provide that the Company may elect
to convert the warrant bonds or convert-
ible bonds not into new shares issued
from the contingent capital, but rather
into existing shares of Bayer AG or an-
other listed company or that the subscrip-
tion right will be met when such shares
are delivered.

The terms and conditions of the bonds
may also impose a subscription or conver-
sion obligation at the end of the term (or
at another point in time) or entitle the
Company, upon the maturity of the con-
vertible bonds (which includes the case
the bonds are due to termination), to issue
to the bond creditors shares in Bayer AG
or another listed company as partial or
total substitution of its obligation to pay
the cash amount due. In this case, the sub-
scription or conversion price may under
the specific terms and conditions of the
bond equal the average price of the Com-
pany’s shares as quoted on the Xetra-Clos-
ing Auction at the Frankfurt Stock Ex-
change (or a comparable reference price in
the successor trading system) during the
last 10 trading days prior to or after the
date of final maturity, even if this average
price is below the aforementioned mini-
mum average price (80 percent or 100
percent). The pro rata amount of the capi-
tal stock of the shares to be issued upon



conversion may not exceed the face value
of the convertible bonds.

The Board of Management is authorized,
subject to Supervisory Board approval, to
stipulate the additional details concerning
the issue and features of the warrant
bonds and/or convertible bonds — includ-
ing the interest rate, issue price, maturity
and denomination, the anti-dilution pro-
visions, the subscription or conversion
period — and the subscription or conver-
sion price in accordance with the afore-
mentioned, or to establish such details

or prices with the consent of the other
governing bodies of the Bayer Group
company issuing the warrant bonds or
convertible bonds.

b) Contingent capital

The capital stock will be increased by up
to Euro 186,880,000 through the issuance
of up to 73,000,000 new, no-par bearer
shares representing a pro rata amount of
the capital stock equal to Euro 2.56 per
share. The contingent capital increase will
permit the Company to grant to the hold-
ers of the warrant bonds under the war-
rant bonds the rights and/or duties under
the warrant bonds in accordance with the
warrant terms and conditions and will
also allow the Company to grant conver-
sion rights and/or duties in accordance
with the convertible bond terms and con-
ditions to the holders of those convertible
bonds, which are issued by Bayer AG or a
Bayer Group company in the meaning of
§ 18 of the German Stock Corporation
Act (Aktiengesetz) in which Bayer AG
owns a direct or indirect share of at least
90 percent between April 30, 2004 up to
April 29, 2009 on the basis of the authori-
zation resolution adopted by the stock-
holders. The new shares will be issued at
the warrant or conversion price to be
computed in accordance with the afore-
mentioned authorization resolution.

The contingent capital increase shall be
carried out only in the event that the war-

rant bonds or convertible bonds are issued
and only to the extent that the holders of
the warrant bonds or convertible bonds
exercise their subscription or conversion
rights or the bondholders, who are obli-
gated to subscribe or convert, discharge
their subscription/conversion duties and
only insofar as the contingent capital is re-
quired under the terms and conditions of
the warrants and of the convertible bonds.
The new shares, which are issued because
the subscription or conversion rights are
exercised or the subscription or conver-
sion obligations are discharged, will have
profit participation rights beginning in
the fiscal year in which such shares were
created.

The Board of Management is authorized,

subject to Supervisory Board approval, to
stipulate additional details concerning the
implementation of the increase in contin-
gent capital.

The Supervisory Board is authorized to
modify the text of § 4 paragraph 4 of the
Articles of Association to accord with the
respective issuance of shares (subject to
subscription) and to arrange any other re-
lated amendments to the Articles of Asso-
ciation, to the extend that such amend-
ments affect only the wording of the Arti-
cles of Association. The same authority
shall exist after the expiration of the au-
thorization period in the event that the
authorization for the issuance of warrant
bonds or convertible bonds has not been
used and after the expiration of the dead-
lines for exercising subscription or conver-
sion rights or for performing the subscrip-
tion or conversion obligations in the event
that the contingent capital has not been
used.



c) Amendment to the Articles of
Association

Paragraph 4 of § 4 of the Articles of Asso-
ciation will be replaced by the following
paragraph:

“The capital stock shall be conditionally
increased by an additional 186,880,000
Euro, divided into no more than
73,000,000 bearer shares (Contingent
Capital). The contingent capital increase
will be implemented only to the extent
that the holders of the subscription or
conversion rights or the persons obligated
to exercise the subscription or conversion
duties based on the warrant bonds or con-
vertible bonds, which are issued or guar-
anteed by Bayer AG or a Bayer Group
company in the meaning of § 18 of the
German Stock Corporation Act (Ak-
tiengesetz) in which Bayer AG owns a di-
rect or indirect share of at least 90 percent
pursuant to the authorization of the
Board of Management by the stockholder
resolution dated April 30, 2004, make use
of their subscription or conversion right
or, if they are obligated to exercise the
subscription or conversion rights, they
discharge their obligations to exercise the
warrant or convert the bond. The new
shares shall be issued in accordance with
the aforementioned authorization resolu-
tion on the basis of the subscription or
conversion price set. The new shares shall
have profit participation rights beginning
in the fiscal year in which they were cre-
ated as a result of the exercise of the sub-
scription or conversion rights or the dis-
charge of the subscription or conversion
obligations. The Board of Management is
authorized, subject to the Supervisory
Board approval, to stipulate any additional
details concerning the implementation of
the contingent capital increase.”

%

Report by the Board of Management to
the Stockholders’ Meeting Pursuant to

§ 221 (4) Sentence 2 in connection with
§ 186 (4) Sentence 2 of the German Stock
Corporation Act (Aktiengesetz) Con-
cerning Agenda Item 4

The proposed authorization for issuing
warrant bonds and/or convertible bonds
with an aggregate face value of up to Euro
4,000,000,000 and for creating the related
contingent capital of up to Euro
186,880,000 should expand Bayer AG’s
opportunities (as more specifically de-
fined below) for financing its business ac-
tivities and should permit the Board of
Management, with the consent of the Su-
pervisory Board, to utilize financing op-
portunities more flexibly and in a more
timely manner in the best interests of the
Company, particularly in the event that
the conditions on capital markets im-
prove.

In general, the stockholders have a statu-
tory subscription right to subscribe the
warrant bonds or convertible bonds

(§ 221 (4) in connection with § 186 (1)

of the German Stock Corporation Act
(Aktiengesetz)). In order to facilitate the
transaction, the Company should utilize
the opportunity to issue the warrant
bonds and/or convertible bonds to a fi-
nancial institution or a syndicate of finan-
cial institutions subject to the obligation
that the bonds be offered to the stock-
holders in accordance with their subscrip-
tion rights (indirect subscription right as
defined in § 186 (5) of the German Stock
Corporation Act (Aktiengesetz)). The ex-
clusion of subscription rights to subscribe
fractional amounts resulting from the
conversion ratio will make it possible to
utilize the requested authorization using
whole (round) number amounts. This will
simplify the handling of the stockholder



subscription rights. The exclusion of sub-
scription rights of holders of warrant

bonds and convertible bonds already is-
sued has the advantage that the warrant or
conversion price for the previously issued
warrant or conversion rights will not need
to be reduced, thus allowing a higher cash
inflow. Thus, both cases of subscription
rights exclusion will be in the best interest
of both the Company and its stockholders.
The issue price for the new shares must be
equal to at least 80 percent of the price
quoted on the stock exchange at the time
the warrant bonds and/or convertible
bonds are issued, but this minimum issue
price requirement will not apply to an
conversion obligation. The prospect of a
charging a premium (that might be in-
creased during the maturity of the war-
rant bonds or convertible bonds) will pro-
vide an opportunity for adjusting the
terms and conditions of the warrant
bonds or convertible bonds in order to
factor in the relevant capital market con-
ditions at the time these securities are is-
sued.

The Board of Management is further au-
thorized, subject to Supervisory Board ap-
proval, to fully exclude the stockholders’
subscription rights, if the warrant bonds
and/or convertible bonds are issued at a
price which is not significantly below the
market value of these bonds. This authori-
zation will provide the Company with an
opportunity to quickly and on short no-
tice exploit favorable market conditions
and to gain, through a more timely assess-
ment of the conditions, better terms and
conditions in setting the interest rate, the
subscription or conversion price, and the
issue price of the warrant bonds or con-
vertible bonds. The setting of conditions
in accordance with the current market en-
vironment and the smooth placement

would not be possible if the subscription
rights were maintained. Though, § 186 (2)
of the German Stock Corporation Act
(Aktiengesetz) permits the subscription
price to be published (and thus, with re-
spect to warrant bonds or convertible
bonds, the terms and conditions of such
bonds) up to the third to last day of the
subscription period. Nevertheless, in view
of the frequently observed volatility in the
stock markets, a market risk will persist
for several days, which leads to uncer-
tainty discounts in setting the terms of the
bond and results in conditions which are
not in accordance with the market condi-
tions. Even if the subscription rights were
retained, given the uncertainty of the exer-
cise of such rights (subscription behav-
ior), the successful placement with third
parties would be endangered or would
trigger additional expenses. Finally, in
granting subscription rights to its existing
stockholders, the Company cannot — given
the duration of the subscription period —
react to favorable or unfavorable market
conditions, and is instead exposed to
declining stock prices during the subscrip-
tion period, which, in turn, could lead

to less favorable opportunities for the
Company to procure equity capital.

Pursuant to § 221 (4) sentence 2 of the
German Stock Corporation Act (Ak-
tiengesetz), the provisions of § 186 (3)
sentence 4 of the German Stock Corpora-
tion Act (Aktiengesetz) shall apply mutatis
mutandis in the event that the subscrip-
tion rights are completely excluded. The
language of the resolution must adhere to
the parameters set forth in the aforemen-
tioned statutory provision, which limits
the subscription right exclusion to 10 per-
cent of the capital stock. Under § 186 (3)
sentence 4 of the German Stock Corpora-
tion Act (Aktiengesetz), the issue price



may not be significantly below the share
price listed on the stock exchange. This
statutory provision is intended to ensure
that there is no appreciable economic di-
lution of the share value. The issue, of
whether such a dilutive effect will be trig-
gered when the subscription rights-ex-
empted warrant bonds or convertible
bonds are issued, can be assessed by calcu-
lating the hypothetical stock exchange
price of the warrant bonds and/or con-
vertible bonds using recognized financial
mathematical models and then comparing
such results with the issue price. If, after
an obligatory examination, this issue price
is not significantly below the hypothetical
stock exchange price at the time that the
warrant bonds or convertible bonds are is-
sued, then — in accordance with the mean-
ing and purpose of § 186 (3) sentence 4 of
the German Stock Corporation Act (Ak-
tiengesetz) — the subscription rights may
be excluded since the discount will be
deemed merely insignificant. The resolu-
tion therefore provides that the Board of
Management, prior to the issue of the
warrant bonds or convertible bonds, must
conclude, following an obligatory exami-
nation, that the stipulated issue price will
not lead to any appreciable dilution of the
share value. Such an effect would reduce
the theoretical market value of a subscrip-
tion right to almost zero, meaning that the
stockholders would thereby not suffer any
appreciable economic detriment as a re-
sult of the subscription right exclusion. If
the Board of Management deem:s it rea-
sonable in any given situation to seek the
advice of experts, then it may rely on the
support of experts. The banks underwrit-
ing the public offering may provide the
Board of Management with assurances in
an appropriate form that no appreciable
dilution of the share value is anticipated.
This representation may be confirmed and
acknowledged by an independent invest-
ment bank or independent professional.

Irrespective of any such examination by
the Board of Management, the establish-
ment of market-oriented terms and con-
ditions and the concomitant avoidance of
any appreciable dilution of share value
will be guaranteed in the event a book-
building procedure is conducted. Al-
though under such procedures the war-
rant bonds and convertible bonds are of-
fered at a fixed issue price, the individual
terms and conditions of the warrant
bonds or convertible bonds (e.g. interest
rate and subscription or conversion price)
will be established on the basis of the pur-
chase orders issued by investors. Accord-
ingly, the total value of the bonds will be
determined in accordance with market
factors. This procedure will ensure that
there will be no appreciable dilution of the
share value as a result of the subscription
rights exclusion.

Moreover, the stockholders will always
have the opportunity to maintain their
share of the Company’s capital stock

— even following the exercise of the sub-
scription or conversion rights — by simply
purchasing the shares on the open stock
exchange. On the other hand, the Com-
pany’s authorization to exclude subscrip-
tion rights will enable it to set terms
which are consistent with the prevailing
market conditions, to create the highest
degree of certainty in its ability to place
the securities with third parties, and to
exploit favorable market conditions on
short notice.

5. Authorization to Purchase Company
Shares and Sell Company Shares Subject
to Exclusion of Subscription Rights

Due to the expiration of the authorization
passed by the last Stockholders’ Meeting,
the Board of Management shall again be
authorized to purchase Company shares.
To the extent the shares will be utilized for
stock compensation programs, these pro-



grams for the years 2000 to 2002 have al-
ready been resolved upon by the Stock-
holders’ Meetings in the last years for the
shares to be issued in each of the respec-
tive years.

The Board of Management and the Super-
visory Board propose the following reso-
lution:

a) The Board of Management is au-
thorized until October 29, 2005 to pur-
chase Company shares representing up to
10 percent of the Company’s capital stock.
The purchase must be made on the stock
exchange. The purchase price (excluding
incidental costs of purchase) shall not be
more than or less than 10 percent of the
Company’s share price calculated by the
trading day opening auction on the Xetra
trading system (or corresponding succes-
sor system) of the Frankfurt Stock Ex-
change. The current authorization to pur-
chase Company shares, valid until Octo-
ber 24, 2004, will cease to be valid upon
this new authorization coming into effect.

b) The authorization may be exercised
for all shares in one or more installments.
The authorization can be exercised for any
legally permissible purpose and in pursuit
of one or several of the purposes men-
tioned in paragraphs c), d), e) and f).
Where it is used for one or several of the
purposes mentioned in paragraphs c), d)
or e), the subscription rights of the stock-
holders are excluded.

¢) The Board of Management is au-
thorized to sell the shares acquired under
this authorization other than through the
stock exchange or through an offering to
all stockholders, provided that the sale is
made for cash and at a price that is not
significantly below the stock market value
of the Company’s shares at the time of
sale. The relevant stock market value

within the meaning of the foregoing pro-
vision is deemed to be the arithmetic
mean of the closing auction price of the
Company shares on the Xetra trading sys-
tem (corresponding successor system) of
the Frankfurt Stock Exchange over the five
trading days preceding the sale. This au-
thorization is limited to a total of 10 per-
cent of the Company’s capital stock. The
maximum 10 percent limit of the capital
stock shall be reduced by the pro rata
amount of the capital stock attributable to
those shares which were issued while this
authorization is still valid in connection
with a capital increase subject to an exclu-
sion of subscription rights pursuant to

§ 186 (3) sentence 3 of the German Stock
Corporation Act (Aktiengesetz). The max-
imum 10 percent limit of capital stock
shall further be reduced by the pro rata
amount of capital stock attributable to
those shares which are issued for purposes
of warrant bonds and /or convertible
bonds to the extent the bonds are issued
while the authorization is valid subject to
the exclusion of subscription rights apply-
ing under an analogous application of

§ 186 (3) sentence 4 of the German Stock
Corporation Act (Aktiengesetz).

d) The Board of Management is au-
thorized to transfer to third parties the
shares acquired under the above-described
authorization, provided this is for the pur-
pose of acquiring companies, parts of
companies or interests in companies, or
consummating company combinations.

e) In connection with stock option
programs (hereinafter ”Stock Compensa-
tion Programs*), the Board of Manage-
ment is authorized to offer and transfer
Company shares acquired under the
above-described authorization to manage-
rial and non-managerial employees of the
Company and its subordinated affiliated



companies in the manner described in
paragraph h) below.

f) The Board of Management is au-
thorized to redeem the shares acquired
under the above authorization without a
further resolution of the Stockholders’
Meeting.

g) The Board of Management may
only exercise the authorizations in para-
graphs c¢) and d) with the consent of the
Supervisory Board. Furthermore, the Su-
pervisory Board may determine that ac-
tions of the Board of Management based
on this resolution of this Stockholders’
Meeting may be undertaken only with its
consent.

h) Company shares acquired under
this authorization may be used for two
different types of Stock Compensation
Programs: Module 1 of the stock partici-
pation program (hereinafter, “SPP”) and
the stock incentive program (hereinafter,
“SIP”). These Stock Compensation Pro-
grams must satisfy the following essential
requirements:

Stock Options

Each participant in a Stock Compensation
Program is eligible to receive shares of the
Company under the following terms and
conditions. Any right to receive shares of
the Company is hereinafter referred to as a
“Stock Option”.

Persons Eligible to Participate

Persons eligible to participate in the SPP
are, in principle, all employees of the
Company covered by collective bargaining
agreements and managerial employees in
contract levels 1 to 3, provided that, at the
time of the commitment, they are not
temporarily employed by the Company
nor under notice and in the previous year

received a variable one-time compensa-
tion component. For managerial employ-
ees who did not receive a variable one-
time compensation component for 2001,
one-time compensation payments made
in 2000 will be used to determine satisfac-
tion of the eligibility criteria for the 2002
SPP tranche. The same shall apply to em-
ployees of subordinated affiliated compa-
nies, in so far as a SPP is also offered by
such companies. For the SPP and hence
for all persons eligible to participate in the
SPP, a total volume of up to 1.5 million
shares of the Company will be available, to
be divided among all the annual tranches.

Persons eligible to participate in the SIP
are all contract levels 4 and 5 managerial
employees provided that they are perma-
nently employed by the Company, not
under notice at the time of the commit-
ment, not member of a Group Leadership
Circle and in the previous year received a
variable one-time compensation payment.
The same applies to managerial employees
with comparable functions in direct and
indirect subsidiaries taking part in the
program. For the SIP and hence for all
persons eligible to participate in the SIP, a
total volume of up to 600,000 shares of
the Company will be available, to be di-
vided among all the annual tranches.

Conditions of Participation

It is a condition of participation in the
Stock Compensation Programs that the
participant makes a personal investment
in shares of the Company (hereinafter,
“Investment Shares”). The maximum
number of Investment Shares depends on
the variable compensation component of
each eligible participant and on the share
price at the time of the commitment.

For every ten (10) of his own Investment
Shares, a participant in Module 1 of the



SPP receives five (5) Stock Options to pur-
chase one share each. For every ten (10) of
his own Investment Shares, a participant
in the SIP receives ten (10) Stock Options
to receive one share each.

Term / Content of the Program

Both Stock Compensation Programs of
the years 2000 to 2002 (SPP Module 1,
SIP) have a 10-year term. The program of
the year 2003 is aimed exclusively at pay-
ment in cash and is not covered by this
resolution.

During the term of the program, each
participant can receive further shares of
the Company free of charge (hereinafter,
“Incentive Shares”) for every ten Invest-
ment Shares; under SPP, this is limited to a
maximum of five Incentive Shares, under
SIP, a maximum of ten Incentive Shares. It
is a condition of the foregoing that the
participant’s own Investment Shares must
remain in his special deposit account from
the start of the program until the relevant
distribution date. Under SIP, the distribu-
tion of Incentive Shares is subject to a fur-
ther condition. Incentive Shares for
tranches established before 2003 are only
granted if the performance of the shares
of the Company (measured as the total re-
turn) exceeds that of the Dow Jones
EURO STOXX 50M performance index.
The performance of the share compared
with the performance of the index is de-
termined on the basis of the average prices
over the ten trading days preceding the
start of the program or the average prices
before the respective distribution date in
the closing auction of Xetra trading sys-
tem on the Frankfurt Stock Exchange (or
a corresponding successor system). For
tranches before the year 2003 not only the
trading price of the shares of the Com-
pany, but also dividend payments, meas-
ures concerning the stock capital, the

value of subscription rights and other spe-
cial rights are to be taken into account ac-
cording to the same criteria as in the Dow
Jones EURO STOXX 50%M (performance
index).

Stock options may be exercised after a
two-year, six-year, and finally 10-year
holding period, respectively. If the afore-
mentioned conditions are met, partici-
pants are granted, for every ten deposited
Investment Shares, the following Incentive
Shares at the times indicated:

Distribution date SPP SIP
atend of: [No.Incentive Shares]  [No.Incentive Shares]
*+ 2years 1 2
* 6 years 2 4
* 10 years 2 4

Incentive Shares are granted to all eligible
participants free of charge

Non-transferability/Employee Status

The stock options, i. e. the rights to receive
Incentive Shares, are legally non-transfer-
able. In principle, they can only be granted
provided that the participant is employed
by the Company or by a subordinated af-
filiated company of the Company on the
distribution date and is not under notice.
In the event of death, retirement and
other circumstances, including dismissal
for operational reasons, or in the event the
company or business is no longer part of
the Bayer Group, special arrangements,
including extended deadlines for exercis-
ing the options, may be agreed.

Further Exercise Conditions

Details regarding the granting of subscrip-
tion rights and the further conditions of
the Stock Compensation Programs are de-
termined by the Board of Management of
the Company, which, to the extent legally
necessary, makes decisions in agreement



with the managing bodies of the affiliated
companies responsible for the remunera-
tion of the eligible participants. Such de-
tails include, in particular, and within the
scope of the aforesaid criteria, the annual
decision regarding the issue of further
tranches for the SPP and SIP and regard-
ing their structure and the group of per-
sons eligible to participate, defining proce-
dures for the execution of programs and
the allocation of incentive shares, rules for
dealing with special cases, and defining
any lock-up periods, technical regulations
for personal Investment Shares and defin-
ing the usual anti-dilution clauses. The
program conditions may also allow the
Company to pay out the cash value of the
shares rather than to deliver the shares
themselves.

6%

Report by the Board of Management to
the Annual Stockholders’ Meeting pur-
suant to § 71 (1) no. 8 in connection with
§ 186 (4) sentence 2 German Stock Cor-
poration Act (Aktiengesetz) regarding
Item 5 of the Agenda

§ 71 (1) no. 8 of the German Stock Cor-
poration Act (Aktiengesetz) allows stock
corporations to buy back Company shares
representing up to 10 percent of the Cor-
poration’s capital stock on the basis of an
authorization from the Stockholders’
meeting. Item 5 of the Agenda contains a
proposal to grant an appropriate authori-
zation, limited to a period of 18 months.
This will enable the Board of Manage-
ment, in the interest of the Company and
of its stockholders, to purchase Company
shares on the market representing up to
10 percent of the Company’s current capi-
tal stock. The Company shares purchased
by the Company can be sold again on the
market or through a public offering to all

stockholders. These possibilities ensure
that the principle of equality of treatment
of stockholders is respected both in the
purchase and the reissue of the shares.

Furthermore, the Company may also sell
the purchased Company shares off the
market, without a public offering to all
stockholders, provided that the price of
the shares is not significantly lower than
the trading price at the time of sale. This
authorization makes use of the simplified
exclusion of subscription rights allowed
under § 71 (1) no. 8 of the German Stock
Corporation Act (Aktiengesetz) in con-
nection with § 186 (3) sentence 4 of the
German Stock Corporation Act (Ak-
tiengesetz). In particular, in the interest of
the Company, it will be possible to offer
shares of the Company to institutional in-
vestors domestically and abroad and to
broaden the stockholder base. The re-
quested authorization will allow the Com-
pany to respond quickly and flexibly to fa-
vorable stock market conditions. The in-
terests of stockholders with regard to their
assets and voting rights will be duly re-
spected. The authorization based on § 186
(3) sentence 4 of the German Stock Cor-
poration Act (Aktiengesetz) to exclude
subscription rights upon the sale of the
Company’s own shares, including any au-
thorizations to issue new shares or con-
vertible bonds and excluding subscription
rights under § 186 (3) sentence 4 of the
German Stock Corporation Act (Ak-
tiengesetz) is limited to a maximum of 10
percent of the Company’s capital stock.
For these purposes the capital stock is de-
fined as the capital stock existing at the
time the authorization is first exercised.
The maximum amount shall include oth-
erwise issued shares subject to exclusion
of subscription rights pursuant to or anal-
ogously pursuant to § 186 (3) sentence 4



of the German Stock Corporation Act
(Aktiengesetz). This can be of particular
importance for the authorization to issue
warrant bonds and convertible bonds as
proposed to the Annual Stockholder’s
Meeting under item 4 of this Agenda. The
aim of protecting stockholders from dilu-
tion is achieved by stipulating that the
shares may only be sold for a price that is
not significantly lower than the definitive
trading price. The final selling price of the
Company shares shall be determined im-
mediately prior to the sale. The Board of
Management shall endeavor — taking into
account current market circumstances —
to keep any discount on the trading price
as low as possible. Interested stockholders
can maintain their participation quota
through purchases on the market at essen-
tially identical conditions.

The Company shall furthermore be al-
lowed to offer its own shares for consider-
ation in the context of company combina-
tions or the acquisition of companies or
parts of companies or interests in compa-
nies. International competition and the
globalization of industry increasingly de-
mand this method of acquisition financ-
ing, which has been made easier for the
Company with regard to acquisition ef-
forts in the United States by its listing of
Bayer stock on the New York Stock Ex-
change in 2002. The proposed authoriza-
tion should give the Company the neces-
sary scope to use quickly and flexibly any
acquisition opportunities that arise. The
proposed exclusion of subscription rights
will enhance this aim. When determining
the valuation, the Board of Management
will ensure that the interests of stockhold-
ers are duly protected. As a rule, it will
base its assessment of the share value of-
fered as consideration on the trading price
of the Company shares. However, the in-

tention is not to link the value rigidly to a
trading price, particularly so as to prevent
the outcome of negotiations, once
achieved, from being jeopardized by fluc-
tuations in the trading price. The Com-
pany is not planning any specific acquisi-
tions at the present time.

Furthermore, under the provisions of
paragraphs e) and h), the Company
should be able to use its own Company
shares for Stock Compensation Programs.
All of the material terms of the relevant
Stock Compensation Programs are set
forth in the proposed resolution. There-
fore, only the most important provisions
are outlined below:

Granting stock options or subscription
rights to managerial and non-managerial
employees subject to certain conditions is
an internationally recognized method of
remuneration. Such method of remunera-
tion has also become increasingly wide-
spread in Germany in recent years. Such
schemes create incentives to further in-
crease corporate value by giving outstand-
ing performance and therefore boosting
the Company’s share price performance in
the interests of the stockholders and Com-
pany as compared to that of other compa-
nies. At the same time it allows the Com-
pany to keep pace with international com-
petition by attracting outstanding em-
ployees and managerial employees to and
retaining them in the Company, both in
Germany and abroad. In view of the
strong international alignment of the
business activities of the Bayer Group, the
attraction and long-term retention of
qualified managerial and non-managerial
employees is especially important for the
Company and reflects expectations of the
capital market. In view of the aims de-
scribed above, in the event of a sale, shares



acquired for the purposes of the stock
compensation programs can only be of-
fered to eligible participants rather than to
stockholders.

The Company has developed three differ-
ent Stock Compensation Programs, whose
key aspects were described in the 1999,
2000, 2001, and 2002 Annual Reports and
which, due to their favorable terms, have
been very well received both by manage-
rial and non-managerial employees and
by the capital markets. For example, the
magazine “Capital” found the Company’s
Stock Option Program (SOP) to be in the
top class when compared to a number of
stock option programs among the DAX 30
companies and rated it “very good” (“sehr
gut”) (Capital April/1999). In addition,
the Union Asset Management Holding AG
rated the above Stock Option Program
among the top 5 in its comprehensive sur-
vey of stock option programs of DAX
companies in 2002.

Besides the two Stock Compensation Pro-
grams covering the tranches established
up to 2002 and which are the subject of
this resolution, the Company has also in-
troduced a third Stock Compensation
Program known as the SOP (Stock Option
Program) for the members of the Board of
Management and contract level 6 senior
executives. As in the programs covered by
this resolution, it requires participants to
have made a personal investment in shares
of the Company. It allows eligible individ-
uals to receive an additional remuneration
component, the amount of which depends
on the performance of the trading price of
the shares of the Company, both in ab-
solute terms and in comparison with the
Dow Jones EURO STOXX 50%M (per-
formance index), and on an additional in-
dividual performance component known

as the DUB, which is Bayer’s internal
measure of value creation. The SOP is to
be paid in cash. Responsibility for such
payment lies exclusively with the Supervi-
sory Board (for members of the Board of
Management) or with the Board of Man-
agement (for contract level 6 senior execu-
tives), but not with the Stockholders’
Meeting. Therefore the SOP is not subject
to the resolution by the Stockholders’
Meeting and is mentioned here merely for
the sake of completeness. Programs com-
parable to the SPP, SIP and SOP for 2003
do not provide for the issuance of shares
but rather for payment in cash; therefore
they are not subject to this resolution.

The proposed authorization should allow
the Company to use its Company shares
for Module 1 of the SPP and the SIP and
to issue Stock Options according to the
terms of the authorization granted by the
Stockholders’ Meeting.

The Stock Compensation Programs using
the Company’s own shares as proposed
for Stockholders’ Meeting authorization,
have two or three main features which are
of particular interest to the Company and
its stockholders:

The first main feature relates to the re-
spective holding periods by which mana-
gerial and non-managerial employees are
bound to the Bayer Group for the
medium to long term. These holding peri-
ods are longer than those stipulated by the
Stock Option Programs of other compa-
nies, in some cases significantly so.

The second main feature relates to the
participant’s personal investment. Only if
eligible managerial and non-managerial
employees invest on their own account
and hence at their own risk in shares of



the Company, can they participate in the
Stock Compensation Programs as de-
scribed above. This gives the Stock Com-
pensation Programs particular signifi-
cance and particular weight in a way that

distinguishes them from many other stock
compensation programs of other compa-
nies. Managerial and non-managerial em-
ployees not only have the opportunity to
share in the growing value of the Com-
pany through their own individual per-
formance. They also — like the stockhold-
ers — participate in the risk by investing
their own money.

Finally, the third main feature relates to
the further conditions for exercising the
options.

Two modules are available to participants
in the SPP. While Module 2, on which it is
not necessary to pass a resolution here,
has the format of a normal employee
share ownership scheme benefiting from
tax concessions under § 19a of the Ger-
man Income Tax Act (Einkommen-
steuergesetz), and which under § 71 (1)
no. 2 of the German Stock Corporation
Act (Aktiengesetz) uses the Company’s
own shares, acquired on the market by the
Board of Management, Module 1 goes be-
yond § 71 (1) no. 2 of the German Stock
Corporation Act (Aktiengesetz) and is an
innovative type of employee share owner-
ship scheme which makes the granting of
further shares in the Company condi-
tional on the employee remaining with the
Bayer Group and on making a personal
investment.

Participants in the SIP only receive incen-
tive shares for tranches up until including
2002 if the performance of the shares of
the Company (measured as the total re-
turn) exceeds that of the Dow Jones

EURO STOXX 50%M performance index
over the reference period. The managerial
employees of the Bayer Group are there-
fore willing to measure their performance
against that of other leading listed compa-
nies in the European Economic Area.

The Stock Compensation Programs repre-
sent remuneration elements which, in the
interest of enhancing motivation, increase
the amount of existing flexible remunera-
tion components and should help en-
hance Bayer’s corporate value in the long
term. At the time the Incentive Shares are
granted, the managerial employee has al-
ready earned this remuneration, i. e. the
shares of the Company, through his own
efforts so that the shares are issued to him
free of charge.

The total intrinsic value of all entitlements
to incentive shares under the respective
program can be estimated for all tranches
established until now on the basis of the
current share price, by multiplying the
maximum number of incentive shares to
be issued by the current trading price of
the shares of the Company. Based on the
average trading price in the closing auc-
tion in the calendar weeks 1 to 6 of 2004,
the intrinsic value is calculated as follows:

Program Calculated intrinsic value
(Euro)

Module 1 of SPP 20,048,500

SIP 6.7 Mio.

Unlike the case when using contingent
capital, the use of the own shares of the
Company or a corresponding cash settle-
ment allows to take advantage of tax
concessions by the formation of tax-de-
ductible personnel expenses. An aggregate
amount of 61,937 bonus shares were is-
sued to employees under the SPP Module



1 in 2003. Under the SIP no bonus shares
were issued to managerial employees in
2003.

Finally, the authorization allows the Com
pany to purchase Company shares with-
out a further resolution of the Stockhold-
ers’ Meeting. It is common to grant such
authorization. It allows the Company to
react appropriately and flexibly to any
particular capital market situation.

The Board of Management shall inform
the Stockholders’ Meeting as and when it
exercises the authorization.

6. Consent to the Realignment of the
Bayer Group

The Board of Management and Supervi-
sory Boards propose to consent to the re-
alignment of the Bayer Group, along with
the planned separation from parts of the
chemical and polymer activities of the
Bayer Group. These chemical and polymer
activities will be first combined in a com-
pany named “Lanxess”. Thereafter, Lanxess
shares will be sold or spun off in accor-
dance with the German Transformation
Act (Umwandlungsgesetz). The Board of
Management will be authorized subject to
consent of the Supervisory Board to take
measures necessary for executing the sale.
This authorization is valid until the Com-
pany’s next Annual Stockholders’ Meeting.
If the Board of Management decides to
implement the separation by way of a
spin-off, such plans will be submitted to
the Company’s Annual Stockholders’
Meeting for resolution in accordance with
the German Transformation Act
(Umwandlungsgesetz). The Board of
Management has not yet decided on the
method of separation. The Board of Man-
agement plans to carry out a capital mar-
ket transaction; i. e., placing Lanxess on

the stock market by way of an initial pub-
lic offering of Lanxess shares or a spin-off
combined with an admission of the
Lanxess shares to the stock market.

The separation of the chemical and poly-
mer activities will implement the strategic
realignment of the Bayer Group as re-
solved by the Board of Management and
Supervisory Board of Bayer AG in No-
vember 2003. In the future, the Bayer
Group will concentrate on its research-in-
tensive activities as well as its activities
having high growth and innovation po-
tential, high investment needs, and corre-
spondingly sophisticated structures. This
includes the operations of the Life Science
areas Bayer HealthCare (health) and Bayer
CropScience (nutrition), as well as those
activities from the sub-group Bayer Mate-
rialScience (innovative materials), for
which innovation and leading technology
represent the important factors for future
competitiveness. Of the former sub-group
Bayer Chemicals, only the Wolff Walsrode
AG activities will remain in the Bayer
Group. The same applies to the activities
of H.C. Starck GmbH. The Bayer Group
will divest a major part of the classical
chemical operations run by the former
sub-group Bayer Chemicals as well as
some one third of the polymer activities of
the sub-group Bayer MaterialScience, no
longer belonging to these core operations,
as well as respective attributed service and
corporate center functions.

Upon implementation of the realignment,
probably some 20,000 employees will
leave the Bayer Group, some 10,000 of
which in Germany and some 10,000 in
foreign countries. Based on the group fig-
ures from 2003, the Bayer Group will lose
22 percent of its sales and 18 percent of its
employees. In 2003, the Bayer Group re-



ported operational results (EBIT) in the
amount of Euro -1.3 billion for the activi-

ties allocated to Lanxess; included in that
amount are extraordinary items in the
amount of Euro -1.2 billion. Before special
items, the EBIT amounts to Euro -0.1 bil-
lion. When evaluating the financial data,
consideration should be given to the fact
that these figures only give a qualified pic-
ture because they were taken from the
Bayer Group annual consolidated finan-
cial statements in which the business ac-
tivities allocated to Lanxess were reported
as discontinuing operations.

Being innovation and technology-driven,
the future core operations of the Bayer-
Group promise high and dynamic growth
in the future. The keys for success in this
research-intensive area are extensive appli-
cations and process know-how, high re-
search competence, leadership in technol-
ogy, as well as development and protec-
tion of intellectual property. Only by fo-
cusing all financial management resources
on these core activities can the growth po-
tential existing in these core activities ef-
fectively be used to strengthen and to in-
crease Bayer Group’s competitive edge in
the long term.

In contrast to the future core operations
of the Bayer Group, the future Lanxess
portfolio will primarily be composed of
products which have reached a higher
level of market maturity and therefore
have very low market entrance barriers
and growth rates. The differences between
the future Bayer core operations and the
future Lanxess operations require differ-
ent types of management and specific
business models which can be better im-
plemented in independent business units
than under the common roof of the Bayer
Group. In the past, internal restructurings

and adjustments of Lanxess’ future opera-
tions portfolio within the Bayer Group for
purposes of cost reduction, increase in
capital productivity, creation of flat struc-
tures and organizations, as well as to in-
crease flexibility have proven to be insuffi-
cient.

The strategic realignment is an important
measure to increase the earning power of
the Bayer Group and, thus, the share-
holder value. The Board of Management
is convinced that the capital market will
rate the future core operations with its
singular alignment towards future growth
and returns more highly than when com-
bined with the previous structurally di-
verging Lanxess operations having less
growth and margin potential.

In the Board of Management’s view, apart
from separation of the polymer and
chemical activities and focus on future
core operations, there are no equally satis-
fying alternatives for accomplishing the
aims with it associated advantages for
Bayer AG and its stockholders. Associated
with the realignment are estimated exter-
nal costs of Euro 70 million.

Having an extensive portfolio of basic,
specialty, and fine chemicals as well as
polymers, Lanxess with some 50 operating
companies in about 20 countries will be
one of the leading suppliers of chemical
and polymer products in Europe. The
Board of Management reserves the right
to make non-material adjustments to the
Lanxess portfolio in specific areas, partic-
ularly for purposes of reacting to possible
market changes.

As an independent company, Lanxess will
in the future be able to concentrate all
available personnel and financial re-



sources to maintain and expand its chemi-
cal and polymer core activities and to bet-
ter position itself to meet the specific de-
mands of competition in these areas than
it could previously within the Bayer
Group. Being an independent company,
Lanxess will have more freedom in the fu-
ture to make business and planning deci-
sions in order to increase its competitive-
ness and in order to more easily make ad-
justments to its operations portfolio. In
the future, Lanxess will be able to be faster
and more flexible in reacting to current
market developments than previously
within a large group.

Transferred to Lanxess will be all assets
and liabilities items with all rights and du-
ties to be functionally allocated or already
allocated to its operations as well as assets
not required to be reported or not re-
portable or de facto unreported and other
rights and duties. If a transfer is not possi-
ble or expedient, rights of use will be
granted. Ownership in the group’s signs
Bayer and Bayer Cross symbol as well as
trademarks with the component BAY will
remain entirely with the Bayer Group;
Lanxess will be granted a time-restricted
license in these for purposes of continuing
its previous operations. Most German real
estate owned by the Bayer Group and used
by Lanxess operations will initially not be
transferred to Lanxess. In foreign coun-
tries, however, the real estate property
owned by the Bayer Group and used by
Lanxess will be transferred in whole or for
the most part to Lanxess. To the extent
that real estate property is not transferred,
long-term lease agreements will provide
Lanxess with the real estate business as-
sets. For existing environmental contami-
nation, Lanxess will only be liable to the
extent consistent with application of the
principle of causation. If it cannot be

proven that Lanxess, other Bayer Group
operations or the respective predecessor

activities have caused such contamina-
tions, liability will be divided according to
objective criteria still to be defined. In case
of a capital market transaction, the
amount of debt to be transferred to
Lanxess will depend on the desired rating
investment grade (BBB-Rating Standard &
Poors or Baa-Rating at Moody’s).

Due to the strategic realignment, the
Bayer Group will in the future have only
three operating sub-groups: Bayer Health-
Care, Bayer CropScience, and Bayer Mate-
rialScience. In addition to its polymer ac-
tivities, Bayer MaterialScience will in the
future also include in its reporting struc-
ture the chemical operations remaining in
the Bayer Group. The holding structure of
the Bayer Group will remain unchanged.
The chemical park concept will also not
be affected by the strategic realignment.
The Bayer Group and Lanxess will jointly
use commercial sites. Lanxess will become
a minority shareholder in the Bayer
Group site management company, Bayer
Industry Services GmbH & Co. OHG.
Also after separation, there will be exten-
sive supply and delivery contracts between
the Bayer Group and Lanxess; in particu-
lar, in the area of supplying pre-products
and intermediate products as well as toll
manufacturing. Lanxess will continue to
use the services of Bayer Group’s service
companies. In various countries, Lanxess
will use the previous distribution network
of the Bayer Group. All services for supply
and delivery will be done at customary
market conditions.

Separation from Lanxess will be com-
pleted at latest in the beginning of 2005.
Lanxess shares will either be sold or spun
off under the German Transformation Act



(Umwandlungsgesetz) whereby the shares
of the acquiring entity will then be issued
to Bayer stockholders and be admitted to
the stock exchange. The sale may either
take place in the form of a stock market
listing of Lanxess by way of an initial pub-
lic offering of Lanxess shares or by way of
a non-public company sale of Lanxess.

The Board of Management and the Super-
visory Board of Bayer AG have not yet
made a decision on the method of separa-
tion. The Board of Management of Bayer
AG plans to divest Lanxess by way of a
capital market transaction; i.e., by way of
an IPO or spin-off with stock market ad-
mission of Lanxess shares. In doing so, a
stock market listing only on the Frankfurt
stock exchange is planned. Bayer AG plans
in the context of an IPO to the extent pos-
sible to divest its entire shareholding in
Lanxess. In any case, the majority of
Lanxess shares will be placed on the stock
market and a further full consolidation of
Lanxess operations on the balance sheet
will be avoided. A preferred allotment of
Lanxess Shares is not planned. A sale of
Lanxess by way of a company sale to a
strategic investor or a financial investor is
not planned. In the interests of the Com-
pany and its stockholders, however, the
Board of Management must keep this al-
ternative open.

The final decision of the Board of Man-
agement concerning the method of sepa-
ration will depend on a series of factors
and will be made, at the latest, in the sec-
ond half of 2004. Of particular impor-
tance for the decision are the capital mar-
ket conditions, the general stock market
climate for an IPO, the possible IPO place-
ment volume, the possibilities of avoiding
further full consolidation of Lanxess oper-
ations within the Bayer Group, the ex-

pected sales proceeds, as well as Lanxess’
perspectives as a company. These are fac-
tors which largely cannot be influenced by
the Board of Management of Bayer AG.
The Board of Management of Bayer AG
will be advised in its decision-making by
investment banks. Bayer AG will inform
its stockholders of its decision. If a deci-
sion is made in favor of separation by way
of an IPO or company sale, the Board of
Management will report to the stockhold-
ers at the next Annual Stockholders’ Meet-
ing. In the event the decision is in favor of
a spin-off, the Board of Management of
Bayer AG will submit this measure to the
stockholders in an Special Stockholders’
Meeting to take place probably in Novem-
ber 2004 and will provide to them a report
giving detailed information.

More information and analysis underlying
the concept of realigning the Bayer Group
with its planned separation of the chemi-
cal and polymer activities are given in a
detailed report of the Board of Manage-
ment.

7. Consent to the Profit Transfer Agree-
ments between the Company and Each of
the Four Subsidiary Companies

The Board of Management and the Super-
visory Board propose consenting to the
following Profit Transfer Agreements be-
tween the Company and each of the fol-
lowing subsidiaries Dritte BV GmbH,
Vierte BV GmbH, GeWoGe Gesellschaft
fiir Wohnen und Gebiaudemanagement
mbH and Bayer Gesellschaft fiir Beteili-
gungen mbH, respectively entered into on
March 11, 2004.

The Company and the respective four
aforementioned wholly-owned sub-
sidiaries have each entered into a Profit
Transfer Agreement on March 11, 2004.



The essential content of the Profit Transfer
Agreement is as follows:

Profit Transfer Agreement
between
Bayer Aktiengesellschaft, Leverkusen
(“Bayer”) and
the Subsidiary, Leverkusen

§1

Transfer of Profits
(1) Subsidiary agrees to transfer its entire
profits to Bayer. The amount to be trans-
ferred is — subject to the creation or release
of reserves pursuant to paragraph 2 — the
annual net profit accruing prior to such
profit transfer, minus any loss carried for-
ward from the previous year.

(2) Upon Bayer giving its consent,
Subsidiary may allocate amounts from the
annual net profit to other profit reserves
to the extent such is allowable under the
German Commercial Code (Handelsge-
setzbuch) and in accordance with the jus-
tified prudence of an ordinary business
man. Upon Bayer’s request, other profit
reserves created during the term of this
Agreement shall be released and shall be
used to compensate an annual net loss or
shall be transferred as profits. Funds re-
sulting from the release of other profit re-
serves established before this Agreement
becomes effective, shall not be transferred.
§ 301 German Stock Corporation Act
(Aktiengesetz) shall apply by analogy.

(3) The obligation to transfer profits
shall apply first to the entire profits of the
fiscal year starting January 1, 2004.

§$2
Assumption of Losses
Bayer is obligated to compensate for any
losses pursuant to § 302 of the German

Stock Corporation Act (Aktiengesetz)
which shall apply by analogy. § 1 para-
graph 3 hereof shall apply accordingly.

§3
Validity and Term
(1) In order to be valid, this Agreement
requires the approval by General Meeting
of Subsidiary and the Stockholders” Meet-
ing of Bayer.

(2) This Agreement shall become ef-
fective upon its entry into the commercial
register located at the site of the registered
office of Subsidiary and shall apply
retroactively from January 1, 2004.

(3) This Agreement may be termi-
nated with a notice period of six months
to the end of the fiscal year but not before
the end of December 31, 2009. If this
Agreement is not terminated, it shall be
deemed to be extended by one fiscal year
periods having the same six-month notice
period, respectively.

(4) The right to terminate this Agree-
ment for cause without observance of a
notice period shall remain unaffected.
Bayer shall be entitled to terminate for
cause, in particular, if Bayer is no longer
majority shareholder of Subsidiary or an
additional shareholder participates in
Subsidiary.

$4
Miscellaneous
The invalidity or unenforceability of one
or more provisions of this Agreement
shall not affect the validity of the remain-
ing provisions.

The Profit Transfer Agreements are ex-
plained and substantiated in more detail



in the respective Joint Reports on the Enter-
prise Agreements by the Board of Manage-
ment of the Company and the respective
Management of the Subsidiary Company.

8. Amendment of § 12 Paragraph 1 of
the Articles of Association (Supervisory
Board Compensation)

The Board of Management and the Super-
visory Board intend to revise a part of the
provisions of the Articles of Association
regarding Supervisory Board compensa-
tion and propose the following resolution:

§ 12 paragraph 1 of the Company’s Arti-
cles of Association will be replaced and re-
vised as follows:

“Apart from reimbursement of his or her
expenses, each member of the Supervisory
Board shall receive a fixed annual remu-
neration in the amount of 40,000 Euro
and a variable annual remuneration. The
variable annual remuneration shall be
2,000 Euro for every 50,000,000 Euro or
part thereof by which the gross cash flow
as reported in the consolidated group fi-
nancial statements of the recent fiscal year
exceeds 3,100,000,000 Euro, provided, that
the variable annual remuneration in total
may not exceed 30,000 Euro.”

9. Appointment of Auditors for the An-
nual Financial Statements and for the
Closing Balance Sheet (Schlussbilanz)
The Supervisory Board proposes that PwC
Deutsche Revision Aktiengesellschaft,
Wirtschaftspriifungsgesellschaft, Essen,
Germany be appointed as auditors for the
2004 fiscal year and by way of precaution
for the case that the separation of the
chemical and polymere activities is ef-
fected through a spin-off (Abspaltung)
pursuant to the German Transformation
Act (Umwandlungsgesetz), as auditors for

the closing balance sheet (Schlussbilanz)
of Bayer AG.

Upon giving notice of the Annual Stock-
holders” Meeting, the following are docu-
ments which are available for inspection
by the stockholders on the Company’s
business premises Building Q 26 (Legal
Department), Kaiser-Wilhelm-Allee,
51368 Leverkusen, Germany. Copies of
them will be issued to all stockholders im-
mediately, without charge, on request.

1. Annual Financial Statements, Bayer
Group Financial Statements, the Man-
agement Reports of Bayer AG and the
Bayer Group, report of the Supervi-
sory Board, proposal by the Board of
Management for distribution of the
profit (item 1 of the Agenda)

2. Report of the Board of Management
pursuant to § 221 (4) sentence 2 Ger-
man Stock Corporation Act (Aktien-
gesetz) in connection with § 186 (4)
sentence 2 German Stock Corporation
Act (Aktiengesetz) (item 4 of the
Agenda)

3. Report of the Board of Management
pursuant to § 71 (1) no. 8 German
Stock Corporation Act (Aktiengesetz)
in connection with § 186 (4) sentence
2 German Stock Corporation Act
(Aktiengesetz) (item 5 of the Agenda)

4. Report of the Board of Management
on the realignment of the Bayer
Group (item 6 of the Agenda)

5. Profit Transfer Agreements between
the Company and each of the four
Subsidiary Companies, respectively
(item 7 of the Agenda)



6. Joint Reports on the respective Profit
Transfer Agreements of the Board of
Management of the Company and the
Management of the respective Sub-
sidiary Company (item 7 of the
Agenda)

7. The annual financial statements and
management reports for the last three
fiscal years of the respective parties to
the Profit Transfer Agreements.

The document under no. 4. is published in
a brochure entitled “Information on the
Realignment of the Bayer Group 2004 —
Report of the Board of Management on
Item 6 of the Annual Stockholders’ Meet-
ing Agenda of Bayer AG on April 30,
2004 (“Informationen zur Neuausrich-
tung des Bayer-Konzerns 2004 — Bericht
des Vorstands zu Tagesordnungspunkt 6
der ordentlichen Hauptversammlung der
Bayer Aktiengesellschaft am 30. April
2004” — available in German and English).
The documents under nos. 5. and 6. are
contained in a brochure called “Informa-
tion on Profit Transfer Agreements 2004 —
Explanations and Documents on Item 7 of
the Annual Stockholders’ Meeting Agenda
of Bayer AG on April 30, 2004” (“Informa-
tionen zu Gewinnabfiihrungsvertrigen
2004 — Erlduterungen und Unterlagen zu
Tagesordnungspunkt 7 der ordentlichen
Hauptversammlung der Bayer Aktienge-
sellschaft am 30. April 2004” — only avail-
able in German). These brochures may be
ordered free of charge from Bayer Ak-
tiengesellschaft, c/o Finger Marketing Ser-
vices GmbH, Post Office Box, 100538,
41405 Neuss, Germany.

Stockholders are entitled to attend and
vote at the Stockholders’ Meeting if they
deposit their shares during normal busi-
ness hours no later than Friday, April 23,
2004 with the Company (Legal Depart-

ment, Building Q 26, Kaiser-Wilhelm-
Allee, 51368 Leverkusen, Germany), a
German notary public, a collective secu-
rity deposit bank, or one of the banks
listed below and these shares are not col-
lected until the end of the Meeting.

 Bankhaus Reuschel & Co.

* Bayerische HypoVereinsbank AG

* Bayerische Landesbank GZ

* B. Metzler seel. Sohn & Co. KGaA

« Commerzbank AG

* Credit Suisse First Boston (Europe) Ltd.
* Delbriick & Co. AG

* Deutsche Bank AG

* Dresdner Bank AG

* DZ Bank AG

* Hauck & Aufhiuser Privatbankiers KGaA
+ HSBC Trinkaus & Burkhardt KGaA
* HSH Nordbank AG

+ ING BHF-BANK AG

+ Landesbank Hessen-Thiiringen GZ
* M. M. Warburg & Co. KGaA

* Merck Finck & Co. Privatbankiers

+ Sal. Oppenheim jr. & Cie. KGaA

« UBS Investmentbank AG

* Vereins- und Westbank AG

* WestLB AG

- Westfalenbank AG

Other depositaries are as follows in:

Belgium:

+ KBC Bank N.V.

France:

+ Crédit Lyonnais

* Société Générale

Great Britain:

+ UBS Warburg Ltd.

Italy:

* Monte Titoli S.p.A.

Japan:

* The Mitsubishi Trust & Banking Corp.
Luxembourg:

* Kredietbank S.A. Luxembourgeoise



Netherlands:

+ ABN AMRO Bank N.V.
Spain:

¢ Deutsche Bank S.A.E.
Switzerland:

* Credit Suisse First Boston AG
+ UBS AG

A deposit with one of the above-men-
tioned depositaries is also deemed to have
been effected if shares are blocked with
the approval and on behalf of such de-
positary until the end of the Meeting. In
cases where the shares are deposited with
a German notary public or a collective se-
curity deposit bank, a document certifying
such deposit must be submitted to the
Company by Monday, April 26, 2004, at
the latest.

Stockholders may appoint an individual
or stockholders’ association as proxy to
exercise their voting rights.

As a special service this year the Company
is offering the opportunity to its stock-
holders to appoint a Company-nominated
proxy bound by instructions of the stock-
holders before the Annual Stockholders’
Meeting. The stockholders wishing to ap-
point a Company-nominated proxy need
an admission ticket to the Annual Stock-
holders’ Meeting. To ensure that the ad-
mission ticket is received in good time,
stockholders should place their order with
the depository bank as early as possible.

If Company-nominated proxies are ap-
pointed, they must be given instructions
on exercising voting rights. Without these
instructions the authorization is invalid.
The proxies are obligated to vote as in-
structed. Authorization of and instruc-
tions to the Company-nominated proxies
may be issued in writing or alternatively in

a way specified by the Company via the
internet. A leaflet containing detailed in-
formation on authorizing and instructing
Company-nominated proxies will be

sent to stockholders together with the
admission ticket. This information may
also be viewed on the internet at
www.asm2004.bayer.com

Motions or nominations for election sub-
mitted by stockholders regarding specific
items of the Agenda must be submitted
exclusively to

Bayer Aktiengesellschaft

Gebidude Q 26

(Legal Department / Rechtsabteilung)
Kaiser-Wilhelm-Allee

51368 Leverkusen, Germany

Fax: +49 / 214 / 30-56524

Motions or nominations for election sub-
mitted by stockholders that arrive on time
at the aforesaid address will be published
immediately on the Internet at
www.asm2004.bayer.com

Motions or nominations for election sub-
mitted by stockholders sent to different
addresses will not be considered.

Leverkusen, March 18, 2004
Bayer Aktiengesellschaft

The Board of Management
élﬁf 1 i /£_
(Wenning) (Kiithn)

This notice is a convenience translation. For the relevant
legal document, please refer to the original German
version which is published in the Internet under
www.ebundesanzeiger.de
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“We are focusing on
innovation and growth”

\afm J&'#(H f-‘-fn-ﬂ *

2003 was an eventful year for our com-
pany. I am sure that you, too, remember
the nervousness associated with the fall
in the price of our stock to 10 euros at
the time of the first Baycol trial. Since
then, things have taken a turn for the bet-
ter — thanks to a great deal of productive
activity in recent months.

In my letter a year ago, I reported on the
progress of our reorganization, which
surely was the most extensive in Bayer’s
history. Now, I am pleased to confirm
that we have successfully completed this
project, made possible in part by your
approval at the Annual Stockholders’
Meeting. Our holding company structure
facilitates the further strategic realign-
ment we embarked on last year.

The basis of our new strategy is a clear
focus on innovation and growth. The
question “Quo vadis Bayer?” has been an-
swered. In the future we will concentrate
on three areas: health care (Bayer Health-
Care), nutrition (Bayer CropScience) and
high-tech materials (Bayer Material
Science).

Bayer has always been an inventor com-
pany, and we intend to continue working
in research-intensive areas to find innova-
tions that can benefit humankind.

We plan to combine our chemicals business
— with the exception of H.C. Starck and
Wolff Walsrode — and about one third of
our polymers business into a new company
named Lanxess, which we then aim to list
on the stock market by the beginning of
2005. In this way we will improve the pers-
pectives for these businesses. As an inde-
pendent company, Lanxess will be able to
respond more quickly and more flexibly to
the challenges facing the European chemi-
cals industry.

We firmly believe that the employees will
soon feel at home within the new struc-
tures, and that being fully independent
will strengthen the new company’s self-
awareness and sense of purpose.

There is no doubt in my mind that both
companies — Bayer and Lanxess — will
benefit from the separation. While Bayer’s
future core portfolio comprises primarily
research-intensive growth businesses, the
portfolio of Lanxess consists mostly of
cost-driven businesses operating in more
mature markets. So it is clear that different
business models and different ways of
running these activities are essential for
long-term success. Another factor is that
we have only limited financial and man-
agement resources at our disposal. These
resources can now be deployed solely to
strengthen and evolve our growth-inten-
sive core businesses.



Thus the course has been set for the fu-

ture. We have successfully implemented
the new structure, realigned our corpo-
rate strategy, and also streamlined our
balance sheet.

It is, of course, a matter of great regret
that we have had to take such high im-
pairment charges as a result of the strate-
gic realignment and of changes in our op-
erating environment, particularly in the
industrial businesses. This shows quite
clearly that some of the acquisitions we
made in the past did not prove as success-

ful as we had hoped. And these charges
are also the reason why, for the first time
in Bayer’s history, we have to report a sig-
nificant net loss of €1.4 billion.

Werner Wenning

Chairman of the Board
of Management of Bayer AG

In saying this, however, we should not
overlook the remarkable progress we
made on the operating side in 2003. Let
me give you a few examples:

We improved our operating result by

67 percent before the special items men-
tioned, and thus achieved the perform-
ance target we had set ourselves a year
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ago — despite difficult economic condi-
tions and negative currency effects. Our
life science businesses, HealthCare and
CropScience, contributed the most to this
earnings improvement.

Our main controlling parameter, the
gross cash flow, advanced by 5 percent to
€3.2 billion. This testifies to our financial
strength, which was unaffected by the
non-cash impairments.

We again augmented our numerous effi-
ciency improvement programs and now
expect to achieve sustained savings of
more than €2.5 billion by 2005.

In addition, we reached our stated goal of
significantly reducing net debt. Since the
acquisition of Aventis CropScience, our
net debt has dropped by more than

€9 billion to below €6 billion. This in
turn gives us greater financial room to
maneuver.

It is clear, however, that in view of the net
loss for the year, we cannot possibly be
satisfied with our showing for fiscal 2003
as a whole.

Despite the loss, we are proposing to pay a
dividend for 2003 of €0.50 per share. This
underlines our solid cash flow position
and demonstrates our wish to take your
interests into account by providing the
greatest possible dividend continuity.

With this difficult year behind us, let us
now focus on the road ahead. The main
growth areas we have identified to bring
us success in the future are new products
from active substance research, the con-
sumer health care businesses, the expand-
ing markets of Asia, and new technologies
such as biotechnology and nanotech-
nology. I am convinced that these engines
offer tremendous growth and innovation
potential across our business portfolio.

Take Bayer HealthCare, for example. We
stand a good chance of taking our place
among the global top three suppliers in all
of our health care businesses except phar-
maceuticals. In the future we will focus
more closely on our competencies and ex-
perience in the consumer-oriented over-
the-counter medicines, diagnostic self-
testing and companion animals busi-
nesses, and we plan to expand our activi-
ties in these areas. We will position the
Pharmaceuticals Division as one of the
leading medium-sized pharmaceutical
suppliers. With our systematic restructur-
ing and the successful launch of our
anti-impotence drug Levitra®, we have
taken the first steps toward the necessary
strengthening of this business. We can also
report progress in our research activities,
one example being the current phase III
clinical testing status of our Raf kinase
inhibitor, a promising cancer drug.

We also successfully integrated Aventis
CropScience, and we are particularly
proud that we were able to gain market
share despite the integration process. As
the world’s second-leading supplier over-
all — and the number one in conventional
crop protection — we are already in a neck-
and-neck race with the market leader.
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Thanks to an outstanding pipeline, we are
confident that we will soon become the
world’s largest crop protection company.

In MaterialScience, too, our business units
are among the global leaders. We possess
acknowledged cutting-edge technologies
and aim to exploit our growth potential in
the coming years. This we plan to achieve
mainly by investing in Asia, particularly
China.

Bayer also benefits from the extensive
knowledge of people, animals, plants and
materials that we have gained during
decades of research. We should not under-
estimate the competitive advantages that
can accrue from that knowledge, particu-
larly in the innovative fields of biotechnol-
ogy and nanotechnology, which often tran-
scend subgroup boundaries.

Thus we are working at full speed to shape
Bayer’s future. What, then, are our expecta-
tions for the coming year?

Assuming that current business conditions
do not worsen, we expect to increase the
operating result before special items in
2004 in all of our subgroups except Health-
Care. There, the effect of the patent expira-
tion for our top-selling drug Cipro® proba-
bly will not be offset by the earnings ad-
vances we expect in the other HealthCare
divisions. For the Bayer Group as a whole,
we believe we can increase EBIT before
special items by more than 10 percent in
2004.
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Following the sharp fall in our stock in
2002 and at the beginning of 2003, I am
obviously pleased with the recovery we
have seen since then. After all, our share
price had more than doubled by the end
of the year from its low in March, giving
an increase of nearly €10 billion in our
market capitalization. That is something
to build on, even though our stock is not
yet where we would like it to be, as I'm
sure you will agree.

On behalf of the Board of Management,
I would like to thank you for the trust
you continued to place in our company
in 2003.

I would also like to thank our employees,
who in this challenging year once again
displayed their skills and their capabilities
to the full. I firmly believe we have now
laid the foundation for a successful future.

Sincerely,

lhco @w,,;;/
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Setting the course
for the future

Bayer has set a new course for the future. Deploying the entrepreneurial flexibility
provided by the reorganization of the Bayer Group, we have chosen a new direction,
fundamentally realigning the portfolio and modifying our overall strategy: in the
future, Bayer will concentrate on core businesses in health care, nutrition and high-
tech materials. The present chemicals business — except for H.C. Starck and Wolff
Walsrode — and certain polymers activities will be combined into an independent
company that is to be listed on the stock exchange.

Our portfolio will be aligned more strict-
ly toward innovation and growth. Three
subgroups — Bayer HealthCare, Bayer
CropScience and Bayer MaterialScience —
will devote themselves to future-oriented,
innovation-driven businesses that have
high growth potential and are based on
skills, knowledge and experience, build-
ing on Bayer’s comprehensive technologi-
cal and research expertise. This change of
direction is a milestone in Bayer’s history
and points the way to our corporate
future.

We will place the activities of Bayer
Chemicals — with the exception of sub-
sidiaries H.C. Starck and Wolff Walsrode
— along with certain polymers businesses
into a new entity called Lanxess which we
plan to float on the stock market as an
independent company by the beginning
of 2005. Lanxess will rank among the
European chemical majors, employing
some 20,000 people at more than 50 sites
worldwide and holding leading positions
in many market segments.

Thus Bayer and Lanxess will head off into
a promising future, with both companies
benefiting from their separation. Bayer
will be better able to focus on its core
businesses, in which we possess excellent
technologies, strong market positions
and, most importantly, growth areas that
will be further strengthened by pooling
all our resources. In this way, we aim to
safeguard the future of our enterprise

for the long term and boost its value.
Reorganizing the Group was a key con-
dition for taking this second, crucial step.

Lanxess: safeguarding the future

of the chemicals business

At the same time, we are safeguarding the
future of the current chemicals business
and of the polymers activities we are
transferring to Lanxess. Operating in an
environment marked by the sweeping
changes taking place in the European
chemicals and polymers industry, Lanxess
will have a more business-specific focus
as an independent company than it
would as part of a large group of compa-
nies that is also active in numerous other
fields and whose decision-making there-
fore depends on a variety of factors.



