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DEVELOPMENT OF FORECASTS FOR THE FULL YEAR 2016

Forecast Annual Forecast Forecast Forecast Actual Outlook
Report 2015 Ql/16 H1/16 Q3/16 2016 2017
K+S Group
Revenues € billion moderate decrease moderate decrease 3.50-3.70 3.50-3.60 3.46 tangible increase
EBITDA! € million significant decrease significant decrease 500-600 500-560 519.1 tangible increase
Operating profit (EBIT I) € million significant decrease significant decrease 200-300 200-260 2293 tangible increase
1 Adjusted for the depreciation and amortisation amount not recognised in profit and loss in the context of own work capitalised.
REVIEW 2016
February 2016 April 2016 May 2016 July 2016 August 2016 September 2016 December 2016

Water protection package
of measures success-
fully implemented —Saline
wastewater halved in

just a few years

Topping-out ceremony
for new KCF facility

for the reduction of saline
wastewater from 2018
onwards

K+S launches solar salt
project in Australia

K+S acquires fertilizer
activities in China

Symbolic start of
commissioning of
Legacy

More than 12,000 par-
ticipants in the human
chain for the preser-
vation of the potash
industry in the Werra
Valley

K+S invests in
fertilizer manufacturer
in Saudi Arabia

Deep-well injection
application approved

with restrictions

About this report:
Published on: 16 March 2017
Reporting period: 1January to 31 December 2016

This Annual Report combines the Financial Report with the Sus-
tainability Report. In this way, we present various dimensions
of economic sustainability, which takes appropriate account
of ecological and social interests, since the last Annual Report.
Statements regarding substantial sustainability issues are
included in the combined Management Report and therefore

reviewed by external auditors (see also Auditor’s Report). We
follow the recommendations of the International Integrated
Reporting Council (11Irc) and use the work process to exchange
information with internal and external stakeholders. Content
with respect to sustainability was prepared in accordance with
version G4 of the Global Reporting Initiative (GRri) ‘core option’
and considers sector GrI G4 Sector Disclosures: Mining and
Metals. Simultaneously, the Annual Report 2016 serves as the
so-called Communication on Progress for the un Global Com-
pact, which the board expressly committed.

In the event of any doubt, the German version of the annual
report will prevail.

Key
The following icons in this report refer to additional
information:

O = Cross-references within the Annual Report
[C1 =References to internet sites
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TEN-YEAR SUMMARY K+S GROUP!

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Profit and Loss
Revenues € million 3,344.1 4,794.4 3,573.8 4,632.7 3,996.8 3,9353 3,950.4 3,821.7 4,175.5 3,456.6
—thereof Potash and Magnesium Products business unit € million 1,407.9 2,397.4 1,421.7 1,867.0 2,1336 2,290.6 2,037.6 1,884.0 2,091.3 1,531.6
—thereof Salt business unit € million 545.1 618.6 1,014.6 1,728.8 1,710.1 1,484.8 1,751.4 1,778.5 1,925.2 1,762.2
Earnings before interest, taxes, depreciation
and amortisation (EBITDA)? € million 4139 1,484.4 4118 953.0 1,146.0 1,0333 907.2 895.5 1,057.5 519.1
—thereof Potash and Magnesium Products business unit? € million 255.1 1,286.3 317.2 567.1 833.8 867.2 667.5 618.5 689.2 184.8
—thereof Salt business unit € million 76.5 776 2003 369.7 3379 179.5 2359 276.0 381.0 3223
EBITDA margin % 124 31.0 115 20.6 287 26.3 23.0 234 253 15.0
Depreciation? € million 128.2 141.7 173.8 2385 239.8 229.2 2513 2543 275.9 289.8
Operating earnings (EBIT 1) € million 285.7 1,342.7 238.0 714.5 906.2 804.1 655.9 641.3 781.6 2293
—thereof Potash and Magnesium Products business unit € million 1779 1,203.2 2317 475.9 739.5 770.9 552.5 488.8 546.1 336
—thereof Salt business unit € million 47.8 45.2 140.4 238.1 211.4 61.6 117.8 1729 266.3 203.7
EBIT I margin % 8.5 28.0 6.7 154 227 204 16.6 16.8 187 6.6
—Potash and Magnesium Products business unit % 12.6 50.2 16.3 25.5 34.7 33.7 27.1 259 26.1 2.2
—Salt business unit % 8.8 73 138 138 124 4.1 6.7 9.7 138 116
Group earnings from continued operations, adjusted* € million 175.3 979.3 93.6 453.8 625.6 538.1 437.1 366.6 542.3 130.5
Earnings per share from continued operations, adjusted® € 1.06 5.94 0.56 237 3.27 2.81 2.28 1.92 2.83 0.68
Cash flow
Operating Cash flow € million -108.3 802.7 534.8 826.4 633.4 607.2 755.7 719.1 669.4 4454
Capital expenditure?® € million 1716 197.5 177.6 188.6 2931 465.5 742.5 1,153.2 1,278.8 1,170.8
Adjusted Free Cash flow € million -258.5 605.5 -811.1 667.3 216.6 199.1 48.7 -306.3 -635.9 -776.8
Balance Sheet
Balance sheet total € million 2,964.8 3,473.8 5217.1 5,573.7 6,056.9 6,596.6 7,498.2 7,855.2 8,273.6 9,645.5
Equity € million 931.8 1,7183 2,094.6 2,651.6 3,084.6 3,393.9 3,396.6 3,9745 4,295.6 4,552.2
Equity ratio % 31.4 49.5 40.1 47.6 50.9 514 453 50.6 519 47.2
Net debt as of 31 Dec. € million 1,085.1 570.0 1,351.3 7325 610.8 827.3 1,037.0 1,626.2 2,399.8 3,583.8
Net debt/EBITDA X 2.6 0.4 33 0.8 0.5 0.8 11 18 2.3 6.9
Working capital € million 570.6 962.3 970.5 959.4 840.9 1,025.7 844.9 768.1 945.9 894.6
Return on Capital Employed (ROCE) % 15.5 64.0 9.3 22.0 252 19.9 15.2 12.7 12.5 3.0
Employees
Employees as of 31 Dec.® number 12,033 12,368 15,208 14,186 14,338 14,362 14,421 14,295 14,383 14,530
Average number of employees® number 11,959 12,214 13,044 14,091 14,155 14,336 14,348 14,295 14,276 14,446
The Share
Book value per share € 5.65 1041 10.94 13.85 15.86 17.73 17.75 20.77 22.44 23.78
Dividend per share® € 0.50 240 0.20 1.00 130 1.40 0.25 0.90 115 0.30
Dividend yield® % 12 6.0 0.5 18 3.7 4.0 11 3.9 49 13
Closing price as of 31 Dec.” XETRA, € 40.69 39.97 39.99 56.36 34.92 35.00 22.38 2292 23.62 22.69
Market capitalisation € billion 6.7 6.6 7.7 10.8 6.7 6.7 43 44 4.5 43
Enterprise value as of 31 Dec. € billion 7.8 7.2 9.0 115 7.3 7.5 5.3 6.1 6.9 7.9
Average number of shares® million 164.94 164.95 166.15 191.34 191.33 191.40 191.40 191.40 191.40 191.40




UNITS AT A GLANCE'

POTASH AND MAGNESIUM PRODUCTS BUSINESS UNIT

UNITS AT A GLANCE

SALT BUSINESS UNIT

2012 2013 2014 2015 2016 2012 2013 2014 2015 2016
in € million in € million
Revenues 2,290.6 2,037.6 1,884.0 2,091.3 1,5316 Revenues 1,484.8 1,751.4 1,7785 1,925.2 1,762.2
EBITDA? 867.2 667.5 618.5 689.2 184.8 EBITDA 1795 2359 276.0 381.0 3223
EBITI 7709 552.5 488.8 546.1 336 EBITI 61.6 117.8 1729 266.3 203.7
Capital expenditure 3329 606.5 1,040.4 1,145.0 1,009.8 Capital expenditure 1113 107.4 875 1181 1488
Employees (number) 8,310 8,367 8,299 8,404 8,502 Employees (number) 5,092 5,091 5,075 5,054 5,001

Potash and magnesium crude salts are extracted at six mines. We use them to produce a wide range of plant nutrients and, in
addition, we process our raw materials into products for industrial applications, high-purity potassium and magnesium salts for
the pharmaceutical, cosmetics and food industries as well as elements for feed. We are currently making investments to develop
the Legacy Project —a greenfield project in Saskatchewan, Canada. After the commissioning in summer 2016, the start of produc-
tion is expected in the second quarter 2017.

Salt products of the highest purity and quality are used as consumer products, salt for the food processing industry, 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 European countries as well as in North and South America

COMPLEMENTARY ACTIVITIES

2012 2013 2014 2015 2016
in € million
Revenues 153.7 159.4 1583 157.7 161.1
EBITDA 283 31.7 343 35.0 30.8
EBITI 211 247 242 264 219
Capital expenditure 6.3 34 5.1 6.5 5.8
Employees (number) 293 293 289 281 276

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

1 Information refers to the continued operations of the K+S Group.
2 Adjusted for the depreciation and amortisation amount not recognised in profit and loss in the context of own work
capitalised

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

2 Adjusted for the depreciation and amortisation amount not recognised in profit and loss in the context of own work capitalised.

3 Investments in or earnings-effective depreciation on property, plant and equipment, intangible assets and investment proper-
ties as well as depreciation on financial assets.

4 The adjusted key figures only include the result from operating forecast hedges of the respective reporting period reported

in EBIT | (see also ‘Notes to the income statement and the statement of comprehensive income” on page 154). In addition,
related effects on deferred and cash taxes are eliminated; tax rate for 2016: 29.3% (2015: 28.7%).

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

¢ The figure for 2016 corresponds to the dividend proposal; the dividend yield is based on the year-end closing price

7 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 average number of own shares held by K+S.

In this Annual Report rounding differences may arise in percentages and numbers.
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We have every reason to look to the future of our company with optimism. Legacy, our new potash
plant in Canada, will sustainably enhance our resource and production base, and is about to
produce its first ton of potash. The rail connection to the network of our partner, Canadian Pacific
Railway, has been finished and the construction of the harbor facility in Vancouver is almost com-
plete. In short: we are entering the final stretch to supply our customers with high-quality plant
nutrients and later also potash for numerous industrial applications — products that are needed
around the world —from Canada.

In addition, since the beginning of this year, we have once again had the option of deep-well
injection for larger volumes of saline wastewater from potash production at the Werra plant in
Germany. This is an important step to securing domestic production and against the background

of our application already filed in April 2015 for a long-awaited decision. However, we should not
forget the significant impact that the restricted and ultimately unavailable option of deep-well
injection had in 2016 — also financially. Production standstills were inevitable as operations were
suddenly dependent on the water flow of the Werra river; in other words, it was contingent on
the weather. More than 1,000 of our miners as well as our colleagues above ground were affected
by shortened working hours.



In 2017, production still may not run totally smoothly due to the restrictions included in the deep-
well injection permit. However, the ‘Kainite Crystallization Flotation’ facility (KCF), which is
currently under construction, will help reduce the volume of wastewater by an additional 20 % from
2018 onwards, thus improving the situation significantly. Our goal is to avoid deep-well injection
from 2022 onwards as much as possible. We have therefore implemented various projects to further
explore residue reduction and alternative disposal measures. On top of that, the agreed trials

to cover tailings piles are being prepared and further options to backfill large volumes of brine in
underground mines are being examined. These efforts ensure that we will make further progress

in the future to the benefit of our company and the environment.

KEY DATA 2016

The environment our operating business faced in 2016 was anything but favorable. The winter
weather both at the beginning and the end of the year was once again mild. Low potash prices

led to a strong decline in earnings in our Potash and Magnesium Products business unit. In addi-
tion, we suffered from the issues at our Werra plant which burdened our operating profits by
almost € 200 million. As a result, we were not able to earn our cost of capital, and the proposed
dividend will experience a significant decline.

Despite all this, we achieved operating earnings of € 229 million. One reason for this is our success-
fully concluded ‘Fit for the Future’ programme. The savings achieved in the past three years ex-



ceeded our own expectations every step of the way. Whether in production and materials han-
dling or logistics and IT, we managed to sustainably reduce costs and to create more efficient struc-
tures —a path we will continue to follow.

The company has also once again proved that it is able to successfully get through difficult times.
This is the virtue of our more than 14,000 employees globally. Our team has shown continued
dedication to K+S, and everybody has done a great job despite the challenges. Many have shown
solidarity with their colleagues at the Werra, and for that alone our employees deserve the
respect and sincere thanks of the entire Board of Executive Directors. Personally, the team spirit in
our company has impressed me and fills me with pride.

OUTLOOK
Dear Shareholders,

Your K+S will continue to make progress — the year 2016 was not a benchmark for the future. Our
business unit Salt is well on track to achieving the goals of its “Salt 2020” strategy. We are no
longer so dependent on the volatile de-icing business compared to a few years ago and have achieved
significant improvements with regard to efficiency and growth.



We are confident that our Potash and Magnesium Products business unit will increase its capac-
ity by 2 million tons by the end 2017 with the successful opening of the Legacy Project, despite the
incident there last summer. Against the complexity of such a large project, it is an outstanding
achievement that from today’s point of view we remain within the budget of about € 3.1 billion. In
addition, we are making good progress to enhance areas that distinguish us from the competi-
tion. The acquired activities of Huludao Magpower in China and stake in Saudi-Arabian Al-Biariq
specifically strengthen our Specialty business. We consequently want to continue on this route.

All of the above are cornerstones for the growth of the K+S Group. Our goal to achieve an EBITDA
of about € 1.6 billion by 2020 remains. This may seem ambitious in light of the current potash
prices, but the motivation within our company to reach the target is huge, and therefore we will
stick to it.

Ladies and Gentlemen,

The lines above report on a company that had to withstand considerable operating challenges,
but which also remained to a large extent untouched by the many crises and upheavals the world
faced. My desire for our K+S is that this remains true beyond my service as CEO of K+S Aktien-
gesellschaft, which will end in May 2017 after 17 years on the board of the company. With regard to
this, | would like to express my thanks to you — our employees, our customers, shareholders,



and partners. Let me conclude by saying that | wish my successor, Dr Burkhard Lohr, all the best for
continued success in future endeavors.

Yours faithfully

SVt foines

NORBERT STEINER
CHAIRMAN OF THE BOARD OF
EXECUTIVE DIRECTORS
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THE BOARD OF EXECUTIVE DIRECTORS?

NORBERT STEINER
LAWYER, CHAIRMAN OF THE BOARD OF
EXECUTIVE DIRECTORS

DR BURKHARD LOHR
BUSINESS ADMINISTRATION GRADUATE

MARK ROBERTS
BACHELOR OF SCIENCE (MARKETING)

was born in Siegen in 1954. After studying law in Heidelberg and
completing a legal traineeship in the district of the Higher Regional
Court of Karlsruhe, Steiner began his professional career in the
tax department of BASF AG in 1983, heading the customs and excise
duties sub-department from 1988 onwards. He took charge of the
legal affairs, tax and insurance department of K+s AKTIENGESELL-
SCHAFT in 1993. Norbert Steiner became a member of the Board of
Executive Directors in May 2000. In January 2006, he was appointed
Deputy Chairman and in July 2007 Chairman of the Board of Ex-
ecutive Directors of k+s AKTIENGESELLSCHAFT. He is responsible for
the Corporate Communications, Corporate Development, Corpo-
rate Executive HR, Internal Auditing, Investor Relations as well as
Legal, GrRc, Corporate Secretary departments.

was born in Essen in 1963. After studying business administration
at the University of Cologne he joined MANNESMANN AG in 1991.
From 1993 onwards, he held a number of positions at HOCHTIEF AG,
Essen, including as member of the Management of the Munich
branch and as cFo of HOCHTIEF CONSTRUCTION AG, Essen. He ob-
tained his Dr rer. pol. degree from Technische Universitat Braun-
schweig in 2001. As of 2006, as CFO of HOCHTIEF AG, he was respon-
sible for Finance, Investor Relations, Accounting, Controlling and
Taxes. In 2008, he also became Personnel Director. Dr Burkhard Lohr
has been a member of the Board of Executive Directors of k+s
AKTIENGESELLSCHAFT since 1June 2012 and is responsible for Corpo-
rate Controlling, Corporate Finance and Accounting, Corporate
Procurement, Corporate Tax, Technical Center (Geology, Mining, Re-
search and Development, Technics /Energy) and all direct share-
holdings of K+s AKTIENGESELLSCHAFT, as far as they are not assigned
to another area of responsibility.

was born in New Jersey, Usa, in 1963. He began his professional
career as a marketing manager at the Victaulic Corporation of Amer-
ica. He then joined the Ashland Chemical Company as a sales rep-
resentative and national account manager in 1988. Roberts joined
POTASH IMPORT & CHEMICAL CORPORATION (PicC), the us distri-
bution company of k+s kALl, as a sales manager in 1992 and he sub-
sequently became the company’s Vice President. He was appoint-

ed President of picc in 2004 and named CEO of the INTERNATIONAL
SALT COMPANY (1sco) in Clarks Summit, Pennsylvania, Usa, in
April 2008. Mark Roberts became ceo of morTON saLT in Chicago,
usaA, on 1 October 2009. He has been a member of the Board of
Executive Directors of K+S AKTIENGESELSCHAFT since 1 October 2012.
He is responsible for the Salt business unit and for Animal Hy-
giene Products.

1 The mandate of Dr Radmacher effective until 31 August 2016 was not extended. He left
the company with effect from 29 February 2016. Norbert Steiner had temporarily taken over
the duties of Dr Radmacher.



DR THOMAS NOCKER
PERSONNEL DIRECTOR, LAWYER

DR OTTO LOSE 2
LAWYER, ECONOMIST

was born in Neukirchen-Vluyn in 1958. After studying law and sub-
sequently obtaining a doctorate from the University of Miinster,
Nécker completed his legal training in Dusseldorf and Montreal,
Canada, among other places. He began his professional career in
1991 at RAG AG, where he held a range of different positions. He was
appointed as a member of the Board of Executive Directors of
RAG SAARBERG AG in 1998 and was responsible for human resources,
legal affairs and IT management /organisation. Dr Thomas Nocker
has been a member of the Board of Executive Directors of k+s AKTIEN-
GESELLSCHAFT since August 2003. He is the Personnel Director
and is responsible for Corporate HR, Corporate 1T, Corporate Health,
Safety & Environment, Business Center (Communication Services,
Financial Accounting, HR Services, Insurance, IT Services, Logistics
Europe, Procurement/Materials Management Europe, Project
Management, Real Estate and Facility Management) and k+s TRANS-
PORT GMBH.

was born in Frankfurt am Main in 1971. After studying law at the
Universities of Gottingen and Miinster and his work at the Court of
Appeals in Berlin, he studied economics at the University of Stutt-
gart, where he also received his doctorate. In 2001, he resumed his
professional activities at HEIDELBERGCEMENT. As co-managing
director of a subsidiary starting in 2003, he was responsible for the
commercial sector, as well as the distribution and introduction

of new products. After the acquisition of the subsidiary by the inter-
national cement and building materials producer DYCKERHOFF, he
assumed senior positions managing the company’s Ukraine business,
before he returned to Germany in 2009. As a member of the man-
agement board, he assumed overall responsibility for the business
in Eastern Europe. After the Italian BuzzI-UNICEM-GROUP, which
held the majority of shares in DYCKERHOFF since 2002, increased its
holdings, Dr Lose left DYCKERHOFF at the end of 2013. From 2014, he
was a Managing Partner at ROMHELD & MOELLE EISENGIESSEREI. Since
1January 2017, he has been a member of the Board of Executive
Directors of k+S AKTIENGESELLSCHAFT with responsibility for the
business units Potash and Magnesium Products as well as Waste
Management and Recycling.

2 Member of the Board of Executive Directors since 1January 2017.
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Jear Leiase Loldem ,

The following Supervisory Board report provides information about the activities of the
Supervisory Board during the 2016 financial year and the findings of the audit of the 2016
annual financial statements and consolidated financial statements.

The Board's meetings and discussions focused primarily on the following items:
The business situation of the k+s GROUP,

The x+s GROUP strategy,

The disposal of saline wastewater,

The implementation of financing measures,

The progress and commissioning of the Legacy Project and

+ o+ o+ o+ o+ o+

The selection of suitable candidates for Board of Executive Directors and Supervisory
Board appointments.

ADVICE TO THE BOARD OF EXECUTIVE DIRECTORS AND MONITORING OF
MANAGEMENT

The Supervisory Board diligently performed the control and consultancy tasks imposed on it
by law, the Articles of Association and its bylaws during the 2016 financial year. Numerous
matters were discussed in depth and resolutions were adopted regarding transactions requir-
ing approval. We monitored the Board of Executive Directors’ executive management on an
ongoing basis and advised the latter on the management of the Company. We were always
involved in decisions of fundamental importance in a timely and appropriate manner. The
Board of Executive Directors informed us on a regular basis, promptly and comprehensively,
also via conference calls, for example, about the course of business, the earnings and finan-
cial position and assets and liabilities, the employment situation, the progress of important
investment projects (primarily the Legacy Project and capital expenditure for water protec-
tion), planning and the further strategic development of the Company. Deviations from plans
were explained to the Supervisory Board in detail. The risk situation and risk management

were always carefully considered. The Supervisory Board received written reports from the
Board of Executive Directors in order to prepare for meetings. The Chairman of the Super-
visory Board also remained in close communication with the Board of Executive Directors
outside of meetings and discussed significant events and upcoming decisions with it. The
shareholder and employee representatives regularly discussed important agenda items at
separate meetings prior to meetings of the Supervisory Board.

The average attendance of the 16 Supervisory Board members at the seven Supervisory Board
meetings was 94 % during the reporting period. Three meetings were attended by all Supervi-
sory Board members, one member was unable to attend two meetings, at one meeting two
members gave their apologies and at a further meeting three members gave their apologies.
Thus, in 2016, no Supervisory Board member attended fewer than half of the meetings. The
Audit Committee met on four occasions. Two of these meetings were attended by all Com-
mittee members, one member gave his/her apologies at one meeting and two members gave
their apologies at the other. The Nomination Committee met on four occasions. Three of these
meetings were attended by all Committee members, two members gave their apologies at the
other meeting. Three of the five meetings of the Personnel Committee were attended by all
Committee members; one member gave his/her apologies at each of the other two meetings.

COMPOSITION OF THE SUPERVISORY BOARD AND BOARD OF EXECUTIVE
DIRECTORS

In February, the Supervisory Board and Dr Andreas Radmacher, member of the Company’s
Board of Executive Directors, mutually agreed not to renew the mandate of Dr Radmacher
which was due to end on 31 August 2016. He left the Company with effect from 29 February 2016.

At its meeting on 24 August, the Supervisory Board appointed Dr Burkhard Lohr as the Com-
pany’s new Chairman of the Board of Executive Directors. The s4-year old, who currently
serves as Chief Financial Officer of the Company, will succeed Norbert Steiner (62), who is
retiring on 12 May 2017.

At its meeting on 31 August, the Supervisory Board appointed Thorsten Boeckers (41), who
has served as Head of Investor Relations at k+s since 2012, as Dr Lohr’s successor as the new
Chief Financial Officer.



On 23 September 2016, the Supervisory Board appointed Dr Otto Lose (46) to the Board of
Executive Directors of the Company with effect from 1January 2017. He is responsible for the
business units Potash and Magnesium Products as well as Waste Management and Recycling.

The following changes were made to personnel on the Supervisory Board: Gerd Kubler, Head
of Mining at K+S AKTIENGESELLSCHAFT, was legally appointed as a member of the Super-
visory Board acting as executive staff representative on 1 January 2016. He took over from
Dr Rainer Gerling, who was appointed to the Board of Directors of K+s KALI GMBH with
effect from 1January 2016, and stepped down from his position on the Supervisory Board on
31 December 2015. Rudiger Kienitz retired from the Supervisory Board on 31 March 2016. The
Supervisory Board expresses its thanks to Mr Kienitz for his commitment and long service
and wishes him all the best for his retirement. In his place, Anke Roehr was legally appointed
as a member of the Supervisory Board acting as employee representative with effect from
1 April 2016. Mrs Roehr is Chairwoman of the Works Council of the head office of EsScO —EURO-
PEAN SALT COMPANY GMBH & CO. KG in Hanover.

SUPERVISORY BOARD MEETINGS
A total of four ordinary and three extraordinary Supervisory Board meetings were held
during the 2016 financial year.

An extraordinary meeting of the Supervisory Board was held on 17 February 2016 via a con-
ference call. The focus of the meeting was Dr Radmacher’s term of office on the Board of
Executive Directors.

At the ordinary meeting held on 9 March 2016, the Supervisory Board reviewed the annual
financial statements, the consolidated financial statements and the management reports in
the presence of the auditor, approved the financial statements on the recommendation of
the Audit Committee and agreed to the proposal of the Board of Executive Directors for the
appropriation of profits for the 2015 financial year following extensive discussions. The busi-
ness situation and the outlook for the current year were discussed in depth and the proposed
resolutions for the 2016 Annual General Meeting approved. The Supervisory Board was given
detailed information by the Company’s external legal advisors on the status of the investi-
gation by the Meiningen public prosecutor’s office. In addition, approval was given for the

raising of further outside funds in the form of debt securities (bonds, ‘Schuldschein’ (prom-
issory notes), private placements) in the capital market.

< Financial position’, page 86

At the ordinary meeting held on 10 May 2016, the Board of Executive Directors provided com-
prehensive information to the Supervisory Board about the development of the business sit-
uation and the result in the first quarter and reported on the current status of the approval
process for the disposal of saline wastewater.

During the period 22 to 25 August 2016, the Supervisory Board visited the future ‘Legacy’ pro-
duction site in Canada together with the Board of Executive Directors. Commissioning started
following a symbolic act. The Supervisory Board also gained an overview of the progress of
the project, the extent of the incident that occurred in July 2016 in which a process vessel was
damaged, and the future schedule. At its ordinary meeting on 24 August 2016, the Supervi-
sory Board in detail discussed the situation regarding the disposal of saline wastewater at the
Werra plant. The Board of Executive Directors’ report and the extensive discussion on the stra-
tegic orientation of the k+s GROUP represented an additional focus. The Supervisory Board
also appointed Dr Lohr as the Company’s new Chairman of the Board of Executive Directors
from 12 May 2017, who will succeed Mr Steiner.

At the extraordinary meetings on 31 August and 23 September 2016, the Supervisory Board
agreed on Dr Lohr's successor as Chief Financial Officer and replacement for the Board posi-
tion responsible for the Potash and Magnesium Products and Waste Management and Recy-
cling business units.

At the last ordinary meeting of the year on 22 November 2016, the Board of Executive Direc-
tors firstly gave a detailed report on the situation regarding the disposal of saline waste-
water, causes for and measures to prevent heavy metals leaching from the soil as well as
planned tailings pile expansions. Furthermore, the Board of Executive Directors explained
the current business situation in the individual business units and provided a forecast of the
anticipated revenues and earnings of the k+s GRoUP in 2016. Finally, the Supervisory Board
discussed the Legacy Project and was given a detailed report of the project’s progress and
further development by project manager, Dr Ulrich Lamp. The auditors also reported new



legal auditing requirements to the Supervisory Board as well as other selected issues in this
context. K+s GROUP planning for 2017, including the investment and financing framework
conditions, was examined in depth (also in terms of conformity with strategic objectives)
and then approved.

Furthermore, approval was given to the 2016/2017 joint declaration on conformity by the
Board of Executive Directors and the Supervisory Board.

< ,Declaration on Corporate Governance’, page 49

COMMITTEE MEETINGS

In addition to the Mediation Committee required by law, the Supervisory Board has estab-
lished three further committees to support its tasks and responsibilities: the Audit Committee,
the Personnel Committee and the Nomination Committee. An overview of these committees
and their composition can be found in the Management Report on page 53 and on the K+s
AKTIENGESELLSCHAFT website under ‘Corporate Governance’

The Audit Committee met four times in 2016. On 26 February 2016, in the presence of the audi-
tor as well as the Chairman of the Board of Executive Directors and the Chief Financial Officer,
the committee examined the 2015 annual financial statements of K+S AKTIENGESELLSCHAFT,
the 2015 consolidated financial statements, the combined Management Report as well as the
proposal of the Board of Executive Directors for the appropriation of profits and recommended
to the Annual General Meeting that DELOITTE GMBH WIRTSCHAFTSPRUFUNGSGESELLSCHAFT
(previously: DELOITTE & TOUCHE GMBH) again be elected as auditor. At its meeting on 8 August
2016, the committee together with the Chairman of the Board of Executive Directors and the
Chief Financial Officer discussed in depth the Half-Yearly Financial Report as well as the ad-hoc
disclosure on 27 June 2016, the Legacy Project and the saline wastewater situation at the Werra
plant. On 24 August 2016, the committee discussed the k+s GrROUP internal control system in
detail with the Chairman of the Board of Executive Directors and the Chief Financial Officer.
Moreover, the committee acknowledged and approved the report delivered by the Chairman
of the Board of Executive Directors on the status of compliance organisation of the k+s GROUP.
Finally, the committee discussed the key areas of the 2016 audit. At the meeting on 22 Novem-
ber 2016, the Board of Executive Directors reported in writing on internal audit work within the
k+s GrROUP as well as developments with regard to consultancy fees and donations. The con-
sequences of new INTERNATIONAL FINANCIAL REPORTING STANDARDS were also discussed.

Finally, advance approval was given in the context of the Audit Regulation for non-audit ser-
vices provided by the auditor.

The respective Quarterly Report awaiting publication was discussed by the members of the
Audit Committee, the Chairman of the Board of Executive Directors and the Chief Financial
Officer in conference calls held on 3 May and 7 November 2016.

The Personnel Committee, which prepares personnel decisions made by the Supervisory Board
and is responsible for other matters concerning the Board of Executive Directors, met a total of
five times in 2016. During the meetings, it dealt in particular with the structure and long-term
succession planning of the Board of Executive Directors. It also focused on agreeing targets and
their attainment by the members of the Board of Executive Directors, the appropriateness of
the remuneration of the Board of Executive Directors in relation to the management teams
and the total workforce as well as the lifting of the cap on fringe benefits. Arrangements for
the end of Dr Radmacher’s term of office and the process of looking for a new member of the
Board of Executive Directors were completed successfully. Repeatedly, the Personnel Commit-
tee discussed on the remuneration system applicable to the Board of Executive Directors. There
was no reason for changes, as its key aspects — short and long term performance related com-
ponents, non-performance related elements and a cap regarding fringe benefits — meet all the
requirements of a modern remuneration system applicable to the Board of Executive Directors.
Detailed information about the level of remuneration of the Board of Executive Directors in 2016
as well as the structure of the remuneration system, which has not changed significantly since
its approval by the Annual General Meeting on 11 May 2010, can be found on pages 121—129.

The members of the Nomination Committee met four times in 2016. The subject of discus-
sions held related mainly to the Supervisory Board’s long-, medium- and short-term succes-
sion planning.

Again, the Mediation Committee did not need to meet in the past financial year.

CONFLICTS OF INTERESTS

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



AUDIT OF THE 2016 ANNUAL FINANCIAL STATEMENTS AND CONSOLIDATED
FINANCIAL STATEMENTS

DELOITTE GMBH WIRTSCHAFTSPRUFUNGSGESELLSCHAFT, Hanover, audited the annual finan-
cial statements of K+s AKTIENGESELLSCHAFT, which were prepared by the Board of Executive
Directors in accordance with the rules set out in the GERMAN COMMERCIAL CODE (HGB), and
the consolidated financial statements, which were prepared on the basis of the IFRS INTER-
NATIONAL FINANCIAL REPORTING STANDARDS, as well as the combined Management Report
and Group management report for the 2016 financial year, and issued unqualified audit certif-
icates in each case. The aforementioned documents, the Board of Executive Directors’ recom-
mendation concerning the appropriation of the accumulated profit and the audit reports of
DELOITTE GMBH WIRTSCHAFTSPRUFUNGSGESELLSCHAFT, each of which had been submitted
to the members of the Audit Committee and the Supervisory Board on time, were each dealt
with comprehensively at the Audit Committee meeting held on 3 March 2017, as well as at the
Supervisory Board meeting held on 14 March 2017,in the presence of the auditor. All questions
raised at both meetings were answered satisfactorily by the Board of Executive Directors and
the auditor. Following its own examination of the reports presented, the Supervisory Board
did not raise any objections. It agreed with the Board of Executive Directors in its assessment
of the position of K+s AKTIENGESELLSCHAFT and of the Group and, at the suggestion of the
Audit Committee, approved the financial statements for the 2016 financial year thereby rat-
ifying the 2016 annual financial statements of K+s AKTIENGESELLSCHAFT. The Supervisory
Board endorsed the proposal of the Board of Executive Directors for the Declaration on Cor-
porate Governance (page 49). The resolution on the appropriation of profits proposed by the
Board of Executive Directors was also examined, particularly with regard to the present and
expected future financial situation of the k+s GrouUP. Following extensive discussions, the
Supervisory Board also approved this proposal made by the Board of Executive Directors.

The Supervisory Board expresses its thanks to the members of the Board of Executive Direc-
tors, all employees and employee representatives for their continued high level of commit-
ment and the successful work done during the past financial year.

Dear Shareholders,

my mandate as a shareholder representative on the Supervisory Board of K+S AKTIEN-
GESELLSCHAFT will come to an end after the 2017 Annual General Meeting, following ten
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years of activity in the Supervisory Board and prior to that 17 years on the Board of Executive
Directors.I would like to take this opportunity to thank you, the shareholders, the Supervisory
Board, the Board of Executive Directors and all the employees of the x+s GrouP for the con-
fidence placed in me over the years and for the cooperation that has always been positive.
I wish our k+s and my successor sustainable success and also the little bit of good fortune
that is needed in the global markets.

Warm regards,

ON BEHALF OF THE SUPERVISORY BOARD

DR RALF BETHKE
CHAIRMAN OF THE SUPERVISORY BOARD

KASSEL, GERMANY,
14 MARCH 2017




CAPITAL MARKET DATA TAB: 0.0.1 K+S SHARE K+S BOND (DECEMBER 2021)
2012 2013 2014 2015 2016 Share type: no-par value shares WKN/ISIN: AlY CR5/XS0997941355
Total number of shares: 191,400,000 units Stock exchange admission/listing:
- - WKN/ISIN: KSAG88/DEOOOKSAG888 Luxembourg Stock Exchange
Closing price on 31 December XETRA, € 35.00 2238 2292 23.62 22.69 Market segment: Prime Standard Issue volume: € 500 million
Highest price XETRA, € 40.86 37.53 26.60 38.81 23.62 Prime industry: Chemicals Denomination: €1,000
Lowest price XETRA, € 3040 15.92 19.44 2240 16.06 Ir_1dystr|a| group: Chemlcals,_commodmes Issue price: 99.539 %
Listing: All stock exchanges in Germany Interest coupon: 4.125%
Average number of shares’ million 191.40 191.40 191.40 191.40 191.40 Bloomberg ticker symbol: SDF GY Due: 6 December 2021
Market capitalisation on 31 December € billion 6.7 43 4.4 45 43  Reutersticker symbol: SDFG Bond rating: S&P: BB+
™ ADR CUSIP: 48265W108
million

Average daily trading volume units 1.27 2.75 1.92 221 1.74
Enterprise value (EV) on 31 December € billion 7.5 53 6.1 6.9 7.9 K+S BOND (DECEMBER 2018) K+S BOND (JUNE 2022)
Enterprise value to revenues
(EV/revenues) X 19 14 16 17 2.3 WKN/ISIN: ATY CR4/X50997941199 WKN/ISIN: ATP GZ8/DEOOOAIPGZ82
Enterprise value to EBITDA Stock exchange admission/listing: Stock exchange admission/listing:
(EV/EBITDA) X 83 59 6.8 6.5 153 Luxembourg Stock Exchange Luxembourg Stock Exchange

; Issue volume: € 500 million Issue volume: € 500 million
Enterprise value to EBIT | (EV/EBIT I) X 115 8.1 9.5 8.8 34.6 Denomination: € 1,000 Denomination: € 100,000
Book value per share €/share 17.73 17.75 20.77 22.44 23.78 Issue price: 99.777% Issue price: 99.422 %
Earnings per share, adjusted >3 € /share 3.33 228 1.92 2.83 0.68 Interest coupon: 3.125% Interest coupon: 3.000%

— " Due: 6 December 2018 Due: 20 June 2022
Dividend per share €/share 1.40 0.25 0.90 115 030 Bond rating: S&P: BB+ Bond rating: S&P: BB+; Moody’s: Bal
Total dividend payment* € million 268.0 479 172.3 2201 57.4
Payout ratio®> % 42.0 109 47.0 40.6 44.0
COMPANY RATING

Dividend yield (closing price)* % 4.0 11 3.9 4.9 13

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

2 The adjusted key figures include the result from operating forecast hedges in the respective reporting period, which eliminates effects from

fluctuations in the market value of the hedges as well as effects from the exchange rate hedging of future capital expenditure in Canadian

dollars (Legacy Project) (see also ‘Notes to the income statement and Statement of comprehensive income’ on page 154
deferred and cash taxes are also eliminated; tax rate in 2016: 29.3 % (2015: 28.7%).
3 This information refers to continued and discontinued operations of the K+S Group.

4 The figure for 2016 corresponds to the dividend proposal

% Based on adjusted Group earnings after taxes.

). Related effects on

S&P: BB+ (outlook: negative)




THE SHARE

PRICE RISES IN THE MARKETS AFTER A
TURBULENT YEAR

The volatility of the oil price, weak economic data from
China as well as the continued high liquidity supply
by the leading central banks made for a wide range
of fluctuations in the listings of international stock
companies in the first six months of the year. Signif-
icant political events such as the United Kingdom's
vote to leave the European Union put the stock mar-
kets under pressure half way through the year. Inter-
national stock exchange prices recovered at the end
of the year stimulated by the announced investment
in Us infrastructure and the expectation of an over-
all industry-friendly policy supported by the newly
elected President Trump.

The German paX index exhibited an increase of 6.9 %
in 2016 and reached 11,481 points at the end of the year;
the MDAX closed at 22,189 points and was up 6.8 % over
the course of the year. While the European DJ STOXX
EUROPE 600 index fell by 1.2 % to 361 points, the global
MscI WORLD index showed positive trends and rose by
5.3% to 1.751 points. / FIG: 0.0.1

LOW POTASH PRICES AND PRODUCTION
LIMITATIONS INFLUENCE K+S SHARE PRICE

The decline in the price of potash containing fertilizers,
which was significant in places, as well as production
limitations stemming from the limited disposal options

K+S SHARE PERFORMANCE IN COMPARISON WITH THE DAX, MDAX, DJ STOXX EUROPE 600

AND MSCI WORLD

FIG: 0.0.1
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for saline wastewater at the Werra plant, put pressure
on the x+s share over the whole year. The share reached
its lowest price of € 17 in the middle of the year. The cap-
ital market rewarded the realization of additional dis-
posal options, the permit to continue deep-well injec-
tion until the end of 2021 and the stabilisation of potash
prices. Consequently, the share showed an upward trend
in the last quarter and ended the year at € 22.69, which
was only slightly below the previous year'’s level (year-
end closing price 2015: € 23.62).

CJwww.k-plus-s.com /share

Since 21 March 2016, K+s has been listed on the Mmpax
index. Prior to this, the K +s share was listed on the most
important German share index DAX for eight years.

MSCI World

Source: Bloomberg

SHARE PRICES OF NORTH AMERICAN
COMPETITORS RECOVER

We are also tracking the performance of our share
compared with our publicly listed competitors. These
include, in particular, the fertilizer producers poTAsH-
corP and MmosalIc as well as the primarily salt producing
company COMPASS MINERALS from the Usa.

/ FIG: 0.0.2

Affected by limited disposal options in conjunction
with production suspensions, the x+s share was
unable to participate in the stablilisation of potas-
sium chloride prices in the second half of the year to
the same extent as its competitors. The share prices
of POTASHCORP and MOSAIC recovered, compared
with the heavy price losses in the previous year,
and increased by around 6 % respectively during the


http://www.k-plus-s.com/share

year under review. This development was also due
to the announced merger of PoTASHCORP and Cana-
dian fertilizer producer Acrium. The price of the
COMPASS MINERALS share recorded an increase of
around 4 %.

SHAREHOLDER STRUCTURE

Until the end of February, no shareholder notified us
of holdings above the legal reporting threshold of 3 %.
Under the free float definition applied by DEUTSCHE
BORSE AG, the free float is 100 %. / FIG: 0.0.3

K+S SHARE PRICE PERFORMANCE IN COMPARISON WITH COMPETITORS IN 2016 FIG: 0.0.2
-6 -3 3 6 9
in%
K+S -3.9
PotashCorp NN 5.7
Mosaic N 7 0 6.3
Compass 4.1
Source: Bloomberg
SHAREHOLDER STRUCTURE FIG: 0.0.3
2016
in%
T Institutional investors 56
o —of which North America 31
2 1 : —of which Germany 29
—of which UK & Ireland 16
© _ofwhich Rest of Europe 18
© —ofwhich Others 6
z Private investors 44
Free float 100

AMERICAN DEPOSITARY RECEIPTS FOR TRADING
IN NORTH AMERICA

In North America, we offer an AMERICAN DEPOSITARY
RECEIPTS (ADR) programme to assist investors there
in trading in x+s securities and thus expand the inter-
national shareholder base. As ADRs are quoted in Us
dollars and the dividends are also paid in us dollars,
they are essentially similar to us stocks. Two ADRs cor-
respond to a single k+s share. ADRs are traded on the
otc (over-the-counter) market in the form of a ‘level-1’
ADR programme. The K+s ADRs are listed on the oTcax
trading platform.

CJwww.k-plus-s.com /adr; [CJwww.otcgx.com

BONDS AND RATING

K+S BONDS

As a result of the continued high liquidity supply from
the leading central banks, bond prices for borrowers
with good credit ratings remained high on the capital
market, while yields were comparatively low.

/ TAB: 0.0.2

RATING

Following an industry-wide review of the credit ratings
of several fertilizer producers by rating agency sTaN-
DARD & POOR’S, among others our rating was down-
graded in October 2016 from BBB- to BB+ with a ‘neg-
ative’ outlook. The lower potash prices compared with
the previous year and the negative effect on earnings


http://www.k-plus-s.com/adr
http://www.otcqx.com

due to the limited deep-well injection options were par-
ticularly crucial in this respect. The new rating had no
significant negative impact on the Company’s eligibil-
ity for financing.

INVESTOR RELATIONS

RESEARCH COVERAGE ON K+S

The extensive research coverage of the K+s GROUP
remained virtually unchanged compared with the pre-
vious year. The banks analysing us on a regular basis
range from an investment boutique with regional
expertise to major banks with an international scope.
In total, 33 banks analysed us on a regular basis during
the 2016 financial year (2015: 31).

In late February 2017, according to BLOOMBERG, 9 banks
gave us a ‘buy/accumulate’ recommendation, 13 a hold/
neutral’ recommendation and 11 a ‘reduce/sell’ recom-

mendation. The average target share price was about
€21

I www.k-plus-s.com /analysts

K+S INVESTOR RELATIONS OFFERS A COMPRE-
HENSIVE RANGE OF INFORMATION

In the past year, we have responded to the ever-increas-
ing need for information on the part of the capital mar-
ket by offering ss roadshows and conference days (2015:
52). We held investor meetings in Europe, North Amer-
ica, Asia and Australia and we also organised numerous
one-on-one meetings and conference calls. By taking
part in share forums across Germany, we intensified our
contact with private shareholders. We complement the
broad information offering on our website by publish-
ing YOUTUBE videos showing interviews with members
of the Board of Directors as part of our ongoing finan-
cial reporting.

I wwwyoutube.com /user/kplussag

BOND PRICES AND YIELDS TAB: 0.0.2
31.12.2016
Price Yield

in%
K+S bond (December 2018); coupon: 3.125% 105.1 0.4
K+S bond (December 2021); coupon: 4125% 113.0 14
K+S bond (June 2022); coupon: 3.000 % 105.2 2.0

Source: Bloomberg

The aim of our Investor Relations work is transparent
and fair financial communication with all market partic-
ipants, in order to maintain and strengthen confidence
in the quality and integrity of our management, and
provide comprehensive, prompt and objective informa-
tion about our strategy as well as about any events rele-
vant to the capital markets that concern the k+s GrRoUP.


http://www.k-plus-s.com/analysts
http://www.youtube.com/user/kplussag

COMBINED MANAGEMENT
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GROUP LEGAL STRUCTURE

K+S AKTIENGESELLSCHAFT acts as the holding com-
pany for the k+s GrouUP and holds shares, directly
and indirectly, in its subsidiaries, both in Germany
and abroad, which make a significant contribution to
its financial development. In addition to K+s AKTIEN-
GESELLSCHAFT, all significant holding companies in
which K+5 AKTIENGESELLSCHAFT holds the majority
of voting rights, have been included in the consolidated
financial statements. As a rule, the ability to exercise
control is based on a direct or indirect majority of vot-
ing rights. Subsidiaries of minor importance are not
consolidated.

<© ‘Notes, List of Shareholdings, page 189

Significant subsidiaries are the directly held K+s KALI
GMBH, K+S SALZ GMBH and K+S FINANCE BELGIUM
BVBA. K+S SALZ GMBH groups together Esco — EURO-
PEAN SALT COMPANY GMBH & CO. KG (ESCO) and K+S
NETHERLANDS HOLDING B.V., which, amongst others,
holds shares in subsidiaries in Canada, Brazil and Chile.
K+S FINANCE BELGIUM BVBA, together with K+s NETH-
ERLANDS HOLDING B.V., holds shares in MORTON SALT,
INC. (MORTON sALT) through subsidiaries. K+S KALI
GMBH and K+s SALZ GMBH essentially hold their for-

eign subsidiaries through their own intermediate hold-
ing companies. K+S ENTSORGUNG GMBH, K+S TRANS-
PORT GMBH and CHEMISCHE FABRIK KALK GMBH (CFK)
are held directly by K+s AKTIENGESELLSCHAFT.

Compared with the position on 31 December 2015, the
scope of consolidation has changed as follows: On 4 May
2016,K PLUS S SALT AUSTRALIA PTY LTD, PERTH, AUSTRA-
L1A was acquired. The company is a 100 % subsidiary of
ESCO INTERNATIONAL GMBH, Hanover.

K PLUS S SALT AUSTRALIA PTY LTD operates the Ash-
burton Salt project for the future extraction of solar salt
in Western Australia. As part of Group internal restruc-
turing of companies in France, K+S KALI FRANCE S.A.S.
merged with ESCO HOLDING FRANCE S.A.S. K+S KALI
REIMS S.A.S. was established in this context and has
taken over the operations of the merged company K+s
KALI FRANCE S.A.S. K+S HOLDING FRANCE S.A.S. Was
liquidated.

HOLDING COMPANY

Corporate management and monitoring are exercised at
Group level by K+S AKTIENGESELLSCHAFT. The Board of
Executive Directors is supported by corporate functions.
Group-wide service functions are concentrated largely
in the K+S AKTIENGESELLSCHAFT Business Center and
Technical Center.

BUSINESS UNITS

K+S AKTIENGESELLSCHAFT comprises the Potash and
Magnesium Products, Salt and Complementary Activ-
ities business units.

I www.k-plus-s.com /business


http://www.k-plus-s.com/business

KEY SITES

The following overview indicates the most important
K+S GROUP sites in Germany and abroad: /FIG: 1.1.1

<@ 'Value Creation’, page 24; <O ‘Application’, page 30

KEY SITES
Site Site
K+S sites in Kassel, Hesse H Morton Salt Head Office, Chicago, lllinois, USA S12
Werra integrated potash plant, Hesse and Thuringia Rittman evaporated salt plant, Ohio, USA S13
(Heringen /Merkers / Philippsthal /Unterbreizbach) K1 = Fairport salt mine, Ohio, USA BYI
Zielitz potash mine, Saxony-Anhalt k2 = Grand Saline salt mine, Texas, USA S15 R
sigmundshall potash mine, Lower Saxony K3 Weeks Island salt mine, Louisiana, USA S16 R
— i < "
Neuhof-Ellers potash mine, Hesse K4 Hutchinson evaporated salt plant, Kansas, USA S17
- i R . .

Bergmannssegen-Hugo potash mine, Lower Saxony K5 Silver Springs evaporated salt plant, New York, USA S18
K+S KALI France Head Office, Reims, France Ko Grantsville solar evaporation salt facility, Utah, USA S19
K+S KALI Wittenheim, production ; ,
plant, Wittenheim, France K7 Manistee evaporated salt plant, Michigan, USA S20

T Newark evaporated salt and sea salt facility,
K+S Polska, distribution company, Poznan, Poland K8 California, USA S
K+S Potash Canada, Saskatoon/ Port C | - ite. Florida. USA <
Legacy Project, Saskatchewan, Canada K9 o2 ort -anaveral processing site, Hlorida,
K+S Brasileira Fertilizantes e Produtos Industriais, Glendale solar evaporated salt facility, Arizona, USA 53
distribution company, Sao Paulo, Brazil K10 Inagua sea salt facility, Bahamas 524
Shenzhen K+S Trading, distribution K+S Windsor Salt Head Office, Pointe-
company, Shenzhen, China K1 Claire, Québec, Canada S25
K+S (Huludao) Magnesium Products, production plant Mines Seleine salt mine, Québec, Canada S26 R
and distribution company, Huludao City, China K12 Ojibway salt mine, Ontario, Canada <27 =
K+S Asia Pacific, distribution company, ind dealtol - q
Singapore, Singapore K13 Windsor evaporated salt plant, Ontario, Canada S28
K+S Fertilizers, distribution company, New Delhi, India K14 Pugwash salt mine, Nova Scotia, Canada 529 %
esco Head Office in Hanover, Lower Saxony 1 Lindbergh brine plant, Alberta, Canada S30
Borth salt mine, North Rhine-Westphalia S2 R Salllna D\amanfte Branco sea salt facility,

— - Galinhos, Brazil S31
Braunschweig-Lineburg salt mine, Lower Saxony S3 o Servicios Portuarios Patillos SA, Port
Bernburg salt mine, Saxony-Anhalt S4 R of Patillos, Iquique, Chile S32
Frisia Zout BV. brine plant, Harlingen, Netherlands S5 Salztagebaubetrieb K+S Chile, Tarapaca,
esco Benelux, distribution company, Diegem, Belgium S6 Atacama-Wiste, Chile >33
K+S Czech Republic, distribution and production K+5 Chile Head Office, Santiago de Chile, Chile 534
company, Prague, Czech Republic S7 K+S Entsorgung GmbH, Kassel, Hesse E1
esco Holding France, Dombasle-sur-Meurthe, France S8 Granulation of Animal Hygiene Products,
Levallois-Perret, Saline Cérébos, Salt Bad Salzdetfurth, Lower Saxony E2
production and packaging, France S9 K+S Transport GmbH, Hamburg E3
esco Spain Head Office, Barcelona, Spain S10 Chemische Fabrik Kalk GmbH, Cologne,
Vatel — Companhia de Produtos Alimentares North Rhine-Westphalia E4
Head Office, Alverca, Portugal SN MSW-Chemie GmbH, Langelsheim, Lower Saxony E5
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FIG:1.1.1

@ H=Headquarters

@ K =Potash and Magnesium Products
@S =salt

@ E =Complementary Activities

R Potash and rock salt mining




VALUE CREATION

POTASH AND MAGNESIUM PRODUCTS SALT COMPLEMENTARY
BUSINESS UNIT FIG:1.1.2 BUSINESS UNIT FIG:1.1.3 ACTIVITIES FIG:1.1.4
Revenues 2016 EBIT 12016 Revenues 2016 EBIT 12016 Revenues 2016 EBIT 12016
€1,531.6 million € 33.6 million €1,762.2 million € 203.7 million €161.1 million € 21.9 million
Employees Production capacity Employees Production capacity Employees
8.502 currently about 7 million tonnes 5,001 around 32 million tonnes 276

Fifth largest potash producer in the world

Product categories
Potassium chloride
Fertilizer specialties
Industrial products

Areas of application
Agriculture

Chemical industry

Oil and gas drilling
Pharmaceutical industry
Cosmetic industry

Food industry

Animal feed industry

Production in Europe

The Potash and Magnesium Products business unit extracts pot-
ash and magnesium crude salts at six mines in Germany, which
are further processed there and at a former mining site to create
end products or intermediate products. Furthermore, three pro-
cessing sites in France belong to the business unit.

Greenfield Project Legacy, Canada

Development of the Legacy Project in Canada. Long-term
additional production capacity of 2.86 million tonnes. Start
of production of the Legacy in the second quarter of 2017.

World’s largest supplier of salt products

Product categories
Consumer products
Salt for food processing

Areas of application
Food industry, fish industry,
textile and leather industry, oil

industry and gas industry, plastics in-
Industry salt dustry, glass industry, pharma-
Salt for chemical use ceutical industry, water soft-
De-icing salt ening and disinfection, drinking

water treatment, animal feed
industry, electrolysis, winter road
clearance services

Regional portfolio

Balanced regional portfolio allows for a balance of weather-
related fluctuations in the de-icing salt business in Europe and
North America among other things.

Production in Europe

Three rock salt mines, two brine plants, as well as several plants
processing evaporated salt in Germany, France, the Netherlands,
Portugal and Spain, one salt processing company in the Czech
Republic.

Production in North America

Six rock salt mines, nine plants processing evaporated salt, three
solar salt plants and four salt processing sites in the United States,
in Canada and in the Bahamas

Production in South America
One rock salt open-cast mine in Salar Grande in the Chilean Ata-
cama desert, one sea salt facility in the north-eastern part of Brazil.

Waste Management and Recycling
Underground disposal of waste in potash and
rock salt mines and recycling activities.

K+S Transport GmbH
Own logistics service provider

Animal hygiene products
Granulation of CATSAN® and THOMAS®

CFK (Trading)
Chemische Fabrik Kalk GmbH (CFK) trades several
basic chemicals.




Raw materials are at the beginning of many value
chains: Our plant nutrient products contribute towards
ensuring a food supply for the growing global popula-
tion. Our pharmaceutical salts are important for health.
Our salts for food supplements provide people and ani-
mals with essential minerals. Our industrial products
make an important contribution to safety, progress and
prosperity across the world.

Our value chain in the Potash and Magnesium Prod-
ucts business unit and in the Salt business unit, which
extends over the following six sections, is presented
below: exploration, mining, production, logistics, sales/
marketing and application. / FiG: 1.1.5

I www.k-plus-s.com /valuechain

THE K+S VALUE CHAIN

EXPLORATION

Exploration provides insights on the dimensions and
structure of deposits, as well as their depth and min-
eral content. The data obtained are used to estimate
reserves in accordance with international standards.
Underground exploration is predominantly conducted
worldwide by drilling and seismic measurements that
enable a spatial representation of underground geolog-
ical structures.

RESERVES AND RESOURCES
Our potash and rock salt mineral deposits are either
owned or located in places where we possess the appro-
priate licences and/or similar rights that permit the
mining or solution mining of raw material reserves and
secure it over the long term.

Our potash deposits in Germany contain reserves of
around 1.1 billion tonnes of crude salt as well as resources
of around 1.3 billion tonnes of crude salt. Reserves include
stocks that have been identified as certain or probable
and can be extracted cost-efficiently using known tech-
nology.Resources are deposits, which are anticipated on
account of geological indicators, but are not yet recover-
able in a cost-efficient manner or have not yet been iden-
tified. The information about reserves takes account of
existing extraction and impoverishment losses. These
potential extraction areas are predominantly connected
to existing ones and belong to the k+s GROUP, or the k+5
GROUP has the option to purchase them.

We are quoting reserves and resources in the xrsa
009 mining lease area in the Canadian province of

FIG: 1.1.5
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http://www.k-plus-s.com/valuechain

Saskatchewan, where the Legacy Project is located, in
millions of tonnes of potassium chloride as an end
product ready for sale. The corresponding deductions
for losses during extraction and processing have been
taken into account here. Reserves total 160 million
tonnes and resources around 982 million tonnes. Pursu-
ant to the requirements of Canadian standard NI 43-101,
a total of 88 million tonnes of these resources can be
categorised as ‘indicated’, meaning exploration results
permit a high degree of reliability. The remaining 894
million tonnes are classified as ‘inferred’, which means
that information on the dimensions and structure of
the deposit, as well as the depth and mineral content
based on geological conclusions by analogy and iso-
lated test drilling, has not yet been verified by concrete
exploration results.

In the Salt business unit, k+s has reserves of 1.1 billion
tonnes of crude salt (plus solar salt with practically
infinitely available reserves). Additional extractable
resources can be disclosed amounting to around 1.3 bil-
lion tonnes of rock salt in Europe and North and South
America, taking into account extraction and impover-
ishment losses.

MINING

We extract raw materials in conventional mining above
and below ground as well as through solution mining.
We also extract salt by evaporating saline water, mostly
sea water. The broadly comparable mining methods
make the realisation of synergies between the Potash

and Magnesium Products and Salt business units pos-
sible. These involve the exchange of technical, geological
and logistics know-how as well as coordinated procure-
ment of machines and auxiliary materials.

© ‘Glossary’, page 196

In the case of underground extraction, crude salt is gen-
erally mined by means of drilling and blasting. Huge
shovel loaders then transport the crude salt to crush-
ing plants. From there, the crushed salt is brought to
the extraction shaft via conveyor belts. In this man-
ner, the Potash and Magnesium Products business unit
obtains potassium chloride (KCl) and magnesium sul-
phate (MgSO,) /kieserite (MgSO,H,0) in Germany and
the Salt business unit obtains rock salt (NaCl) in Ger-
many, the United States and Canada. In Chile, the Salt
business unit extracts salt using open-cast mining in
the Atacama Desert in the Salar Grande de Tarapaca, a
large former salt lake. It also extracts sea salt and solar
salt in Brazil, the Bahamas, at the Great Salt Lake in Utah,
in California and in Arizona/UsA.

Moreover, the Salt business unit operates a brine
field in the Netherlands and one in Germany for the
extraction of evaporated salt as well as other brine
plants in the usa and Canada. Following the comple-
tion of the new potash plant in Saskatchewan, Canada,
the Potash and Magnesium Products business unit will
also extract potassium chloride by means of solution
mining. Symbolic commissioning of the Legacy Project
plant facilities took place at the end of August 2016. The

FOCUS: SIEGFRIED-GIESEN RESERVE MINE

The application documents for the plan approval procedure
under mining law concerning the recommissioning of the
Siegfried-Giesen plant, which was closed in 1987, were sub-
mitted to the relevant authorities at the beginning of 201s.
Additional documents were presented in November 2016. An
official decision on this application is currently expected in the
middle of 2017. In the light of current market analyses and the
assessment of economic framework conditions, at this time,
it cannot be assumed that a positive planning decision will
be directly followed by a recommissioning of the site. Never-
theless, market conditions will continue to be reviewed on an
ongoing basis in the future with a view to recommissioning.
I www.kali-gmbh.com/siegfriedgiesen

first tonne of potash is expected in the second quar-
ter of 2017.

In 2016, around 31.6 million tonnes of crude salt were
mined by the Potash and Magnesium Products business
unit; 20.4 million tonnes were extracted by the Salt busi-
ness unit. We mined a total of 52.0 million tonnes of raw
material in 2016 (2015: 59.5 million tonnes).

LONG-TERM PLANNING OF MINES

Once the raw material in a mining operation has been
exhausted, measures are initiated for partial or complete
closure of the mine. In Germany, decommissioning and
after-care are regulated inter alia in the German Federal
Mining Act.


http://www.kali-gmbh.com/siegfriedgiesen

Detailed plans describing the procedure for shutting
down a site and after-care are also available for sites in
the United States, Canada and Chile.

If no reasonable re-use of decommissioned mines is pos-
sible, we are generally under obligation to flood remain-
ing caverns that have steep storage seams. 24 caverns
have already been flooded in Lower Saxony, three are
currently being flooded and one has been kept ‘dry’. At
present, six sites in Lower Saxony are in the process of
being secured, and at 21 sites this has already been com-
pleted.

PRODUCTION

The processing and refining of raw materials is one of
our core competencies. The mineral crude salt mined
by us passes through multi-stage mechanical or phys-
ical processes without changing its natural properties.

The annual production capacity of the Potash and Mag-
nesium Products business unit is currently around 7 mil-
lion tonnes. The Legacy plant in Canada is set to reach
an initial production capacity of 2 million tonnes at the
end of 2017.

In addition to potassium (between 13 % and 27 % potas-
sium chloride resource content), the potash deposits of
K+S KALI GMBH in Germany also contain magnesium
and sulphur (between 11% and 27% magnesium sul-
phate resource content). Depending on the quality of the
crude salt, we use processes such as thermal dissolution,

flotation and, partly in combination with both of these,
electrostatic separation (EsTa process) for processing.

<© ‘Glossary’, page 196; <& ‘Environment’, page 41; <© 'Risk and
Opportunity Report’, page 99

With the takeover of the fertilizer activities of the Chi-
nese manufacturer of synthetic magnesium sulphate
(SMS), HULUDAO MAGPOWER FERTILIZERS CO., LTD.
(MAGPOWER), the Potash and Magnesium products busi-
ness unit complements its product portfolio in the spe-
cialties business. The plant currently has a capacity of
90,000 tonnes and could be doubled in the foreseeable
future. The transaction was completed in January 2017.
With the acquisition of a 30% stake in fertilizer man-
ufacturer AL-BIARIQ FOR FERTILIZER PLANT CO., LTD.
(aL-B1ARIQ) from Saudi Arabia in December 2016, K+S
is expanding its business with fully soluble potassium
sulphate which will be manufactured in AL-BIARIQ'S
highly modern production facilities on the Red Sea using
the Mannheim procedure. The annual capacity is 20,000
tonnes of sop (water soluble) and is set to double in
2017. The transaction is due to be closed in the second
quarter of 2017.

< ‘Glossary’, page 196

k+s has an annual production capacity of about 32 mil-
lion tonnes of salt in its Salt business unit. Rock salt from
underground and open-cast mining is ground into the
desired grain size above ground. Evaporated salt is pro-
duced by vaporising the water of the brine and extract-
ing the dissolved salt. When extracting sea salt or solar

salt, salt water is channelled into evaporation ponds laid
out sequentially on a gradient. The brine becomes more
and more concentrated flowing through the basins until
finally a layer of salt several centimetres thick can be
harvested.

K+s has acquired mining licences from a group of local
investors to set up a solar salt plant in Western Australia
(Ashburton Salt Project). The project is still in the very
early stages of development. Following the start of an
environmental permit procedure in October 2016, K+S is
currently preparing the required documents and com-
pleting a feasibility study for the project. Only when the
necessary permits have been granted, k+s will make a
final investment decision on whether to build the solar
salt production facility, in 2019 at the earliest. Annual
production capacity could be approximately 3.5 million
tonnes of solar salt.

PROCUREMENT

In 2016, k+s purchased technical goods and services,
raw materials, consumables and supplies for around
€ 2.3 billion (2015: € 2.7 billion) from around 19,900 sup-
pliers. The majority of our purchasing volumes relates
to capital goods, in particular facilities in the context of
the Legacy Project, as well as maintenance and expan-
sion measures. Materials going into our production or
our products only represent a small part of the purchas-
ing volume.



Open and fair partnership characterises the coopera-
tion with our suppliers and service providers, which we
select in a systematic, transparent and 1T-supported
process not only based on economic criteria. In addi-
tion to law-abiding conduct, we also expect them to
respect human rights as well as the core labour stan-
dards of the INTERNATIONAL LABOUR ORGANISATION
(120).In the context of ‘sustainable supply chains’, which
is part of the 2016—2018 sustainability programme, we
will especially focus on sustainability and compliance
with our values, the further development of compre-
hensive supplier management and risk assessment. Our
aim is to continue and build up long-term partnerships
through cooperation. We assess the entire procurement
process from the initial request through to delivery of
the service and settlement. In this regard we consider
quality as well as environmental and safety standards.
This evaluation is supplemented by a self-assessment
which every new supplier is required to submit. Should
it become evident that a supplier does not meet our cri-
teria, the Company’s internal participants in the supply
chain will be informed immediately. Virtually all of our
partners originate from oEcD countries.

© ‘Sustainability Strategy’, page 73

LOGISTICS

Our supply chain management governs and monitors
the entire supply chain in order to ensure reliable supply
to our customers worldwide under competitive terms
and conditions. We make use of the various transport
carriers, taking into account their individual advan-

tages, and incorporate more environmentally friendly
and cost-effective railway lines and waterways as much
as possible. With the help of key performance indicators
applicable across the Group, we monitor actual costs,
measure the efficiency of logistics systems and improve
these in a continuous process in order to maintain and
increase customer satisfaction.

Each year x+s conveys over 50 million tonnes of goods
on average, including double counts when using differ-
ent transport carriers. We have a worldwide network of
warehouse, harbour and distribution locations at our
disposal.

OUR OWN LOGISTICS ACTIVITIES

With K+s TRANSPORT GMBH in Hamburg and the Chil-
ean EMPRESA MARITIMA s.A. we have two logistics ser-
vice providers of our own. K+S TRANSPORT GMBH Oper-
ates the Kalikai’ (potash quay) in Hamburg, one of the
largest transshipment facilities for exports of bulk goods
in Europe with a storage capacity of around 400,000
tonnes. On average, 3.5 million tonnes of potash and
magnesium products are handled here each year. Fur-
thermore, K+s TRANSPORT GMBH organises container
transport in Germany using inland water vessels and
the railway.

In Port Moody at the Vancouver harbour, K+s POTASH
CANADA (KSPC) is currently working with partners to
build the most modern potash terminal in the world.
Using this facility, potash products from the Legacy Proj-

ect in Canada will be loaded onto ships and transported
to customers in the future.

kspc will have 500 rail cars on its disposal which have
been designed especially for kspc’s requirements to
transport goods from the plant to the harbour. The fleet
of rail cars is set to be expanded at a later time as pro-
duction volume increases.

K+S CHILE S.A. (K+S CHILE) handles our maritime logis-
tics through the shipping company EMPRESA MARITIMA
S.A., using two of its own ships as well as additional
chartered vessels. Our largest port is Patillos in Chile,
where 4.5 million tonnes of salt were loaded onto mar-
itime vessels in 2016.

LOGISTICS SERVICE PROVIDERS

Securing long-term freight capacity is very important
to us. Most of our international transport volume is for-
warded by service providers with which we maintain
long-standing partnerships. Requests that we make to
our logistics service providers include both social and
environmental aspects in order to identify sustainabil-
ity potential.

SALES/MARKETING

We aim to be the ‘go-to’ partner for our customers. High
product quality and reliability are crucial prerequisites
for this. We strive for the greatest possible proximity
to our customers and offer them tailor-made products
that we sell through our efficient and customer-oriented



distribution network. We offer a comprehensive range
of goods and services for agriculture, industry and pub-
lic and private consumers.

CUSTOMER INTERESTS

We are in continuous dialogue with our customers in
order to understand their expectations and require-
ments and to increase their confidence in our products
and services. We seek direct dialogue with our custom-
ers through customer visits or we use the opportunities
given at trade fairs and conferences. Periodically, and
this was the case in 2016, K+s KALI GMBH conducted
a customer satisfaction analysis to identify changes
in customer purchasing behaviour and potential new
factors influencing customer satisfaction at an early
stage. Information gained from the customer satisfac-
tion analysis on brand perception and image will make
it easier to tailor market presence towards customer
expectations. The results of the survey will be available
in 2017.

Assured quality, on-time delivery and professional
advice contribute significantly to customer loyalty. In
terms of quality management of the individual compa-
nies, we want to improve the quality of our products in
all phases of the value chain. Our quality management
system is based on DIN EN ISO 9001 and is reviewed
by accredited external certification companies. We con-
stantly assess our products for possible risks to health
and safety and for their environmental friendliness, and
ensure that they are safe for people and not harmful to

POTASH AND MAGNESIUM PRODUCTS — SALES VOLUMES BY REGION FIG:1.1.6
5 2015 2016
— in%
4 / IEurope 547 56.5
1 ____ —ofwhich Germany 16.3 15.9
2 North America 17 19
3& 3 South America 216 214
y 4 Asia 18.2 15.7
Q 5 Africa, Oceania 3.8 4.5

nature when they are used responsibly and properly.
We provide our customers with comprehensive infor-
mation about our products and services in product and
safety specification sheets. Since most of our products
are chemically non-modified natural substances, they
are exempt from mandatory registration in the context
of the EUROPEAN CHEMICALS REGULATION REACH. All
other substances are registered in accordance with the
regulations.

IMPORTANT SALES REGIONS AND COMPETITIVE
POSITIONS — POTASH AND MAGNESIUM PRODUCTS
BUSINESS UNIT

More than half of the revenues of the Potash and Mag-
nesium Products business unit are generated in Europe.
In this region we benefit from the logistically favourable
proximity of the production sites to European custom-
ers. Other focal points for sales are in South America,
particularly in Brazil, as well as in Asia. / FIG:1.1.6

In addition to the standard product, potassium chlo-
ride, and in contrast to its key competitors, k+s offers
fertilizer specialties containing potassium, sulphur and
magnesium and occupies the leading position world-
wide in this product segment. With its products for
industrial, technical and pharmaceutical applications,
K+s is also one of the most competitive manufacturers
worldwide and is by far the largest supplier in Europe.
k+s is the world’s fifth largest and, in Western Europe,
the largest producer of potash products. In 2016, we
had a share of approximately 8 % in global potash sales
volumes.

Important competitors are the North American com-
panies, POTASHCORP, MOSAIC and AGRIUM. They oper-
ate a joint export organisation with cANPOTEX. Other
important competitors are Russian URALKALI and
Belarussian BELARUSKALI, Israeli 1cL, Jordanian Apc
and Chilean sam.



IMPORTANT SALES REGIONS AND COMPETITIVE
POSITIONS — SALT BUSINESS UNIT

Business unit revenues are generated primarily on the
American continent. Here, the usa, Canada, Brazil and
Chile are particularly important markets. The key sales
regions in Europe include Germany, the Benelux coun-
tries, France, Scandinavia, the Iberian Peninsula, the
Czech Republic, Poland and the Baltic states. / FiG: 1.1.7

In terms of production capacity, x +s is the largest supplier
of salt products in the world. Esco is Europe’s leading pro-
ducer of salt products for the food sector, salts for chemi-
cal and industrial use and de-icing salts, in addition to its
competitors SUDWESTDEUTSCHE SALZWERKE, SALINS
DU MIDI and AKZONOBEL. With K+s CHILE, South Amer-
ica’s largest salt producer, k+s has access to the grow-
ing sales regions in South and Central America. MORTON
SALT is one of the largest salt producers in North America,
together with CARGILL and COMPASS MINERALS.

Thanks to our unique network of production facilities
in Europe, North America and South America, we can
respond more flexibly than local competitors to fluctu-
ations in weather-dependent demand for de-icing salt,
ensuring reliable supply to our customers. In the other
market segments, the demand situation is relatively sta-
ble. While the market for salt in Western Europe and
North America in most cases only exhibits low growth
rates, a trend towards a stronger increase in demand is
being observed in the emerging countries. Thanks to a
cooperation with Chinese partners, MORTON SALT has

SALT — SALES VOLUMES BY REGION FIG: 1.1.7
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since 2015. This move is MORTON SALT'S response to the
growing popularity of its products in China which goes
hand in hand with an emerging middle class that has
an increasing demand for imported products of supe-
rior quality.

BRAND PORTFOLIO

The number of x+s brand rights increased slightly in
2016. The K+s GROUP uses, among others, CEREBOS®,
ESCO® K+3-LOGO® MORTON®, STIER®, UMBRELLA GIRL®,
VATEL® and WINDSOR® as umbrella brands. AXAL®,
REGENIT®, SALDORO®, ACTION MELT®, SEASON-ALL®,
SYSTEM SAVER®, BIOSAL®, LOBOS® KADD® KORN-KALI®,
PATENTKALI® and KALISEL®, for example, are used as
product brands. BLIZZARD WIZARD® is used as the brand
name for de-icing salt in the usa. At the end of 2016, the
K+S GROUP held a total of 2,550 (2015: 2,426) national and
regional proprietary rights, derived from 558 basic trade-
marks (2015: 558).

PRODUCTS AND SERVICES FROM THE POTASH AND
MAGNESIUM PRODUCTS BUSINESS UNIT:

Most of the products from the Potash and Magnesium
Products business unit are used as plant nutrients in
agriculture. As natural products, these are largely per-
mitted for ecological farming under Eu law as well.
Furthermore, we offer our customers products for
industrial applications, high-purity potassium and
magnesium salts for the pharmaceutical, cosmetics
and food industry as well as feed production com-
ponents.

I www.k-plus-s.com/potash

The mineral fertilizer, potassium chloride, with universal
areas of application, is used in particular for important
crops, such as cereals, corn, rice and soybeans. Potassium
chloride is spread directly on fields as a granulate, mixed
with other straight fertilizers first in bulk blenders to


http://www.k-plus-s.com/potash

produce what are known as ‘BULK BLENDS' or supplied
as a fine-grain ‘standard’ product to the fertilizer indus-
try, which processes it along with other nutrients to pro-
duce complex fertilizers.

The fertilizer specialties differ from traditional potas-
sium chloride, either because they are chloride-free or
because of different nutrient formulas with magnesium,
sulphur, sodium and trace elements. These products are
used for crops which have a greater need for magne-
sium and sulphur, such as rapeseed or potatoes, as well
as for chloride-sensitive special crops, such as citrus
fruits, wine or vegetables.

Furthermore, we offer a wide range of high-quality
potassium and magnesium products for industrial appli-
cations that are available in different degrees of purity
and in specific grain sizes. These are used, for example,
in chlorine-alkaline electrolysis in the chemical industry,
in the production of glass and plastics, in the mineral oil
industry, in metallurgical processes, in the textile indus-
try, in biotechnology, in oil and gas exploration, as well
as in the recycling of plastics.

In addition, the business unit provides a range of prod-
ucts meeting the particularly high requirements of the
pharmaceutical, cosmetics, food processing and animal
feed industries.

POTASH AND MAGNESIUM PRODUCTS — PRODUCT PORTFOLIO

(2016 SALES VOLUMES IN MILLION TONNES)
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As a service, the Potash and Magnesium Products busi-
ness unit offers professional advice to customers in the
agricultural sector. We anticipate trends and research
altered general conditions with a view to water and
resource efficiency and in connection with soil fertil-
ity. Our aim is to optimise the provision of crops with
plant nutrients even when general conditions change.
We offer technical application advice for our industrial
products worldwide.

We advise our customers in the agricultural industry
through agricultural engineers working worldwide and
develop tailored solutions. We also conduct our own
research and field tests in order to optimise the sup-
ply of nutrients by adapting our product portfolio. In
2016, we supervised more than 100 tests worldwide. The
focus here was on cultivating potatoes, corn, oil palms,

Industrial Products

rapeseed and soybeans. For our customers, we offered
individual fertilization recommendations, which are the
prerequisites for ‘good professional practice’in terms of
agricultural land use. These recommendations help safe-
guard fertility and the productivity of the soil as a natu-
ral resource in the long term. / F1G: 1.1.8

The ‘Growth for Uganda’ project launched by x+s KALI
GMBH in cooperation with SASAKAWA AFRICA ASSO-
CIATION in 2013 has trained almost 100,000 farmers
so far to use better agricultural techniques and to
reduce post-harvest losses. Supply with self-grown
food products has become more reliable and yields
have increased considerably. The second phase of the
project will, in addition to the basic work, now focus
on the commercial aspect Farming as a Business’. In
an environment characterised by small farms, the goal



FOCUS: FUTURE FOOD FORUM

Every two years and most recently in October 2016, K+s organ-
ises the Future Food Forum in Berlin ahead of the World Food
Day. It provides an international platform for the exchange of
ideas for combatting hunger and unites stakeholders drawn
from politics, economics and science. The dialogue focusses on
the issue of how the agricultural and food sector can improve
production methods and distribution channels at a local level.
The role of international cooperation in nutritional issues is also
a topic for discussion.

I www.k-plus-s.com /future-food-forum

is to build an infrastructure for fertilizer sales, to offer
fertilizers in small volumes and to provide training for
distributors.

[J www.kali-gmbh.com /uganda

PRODUCTS AND SERVICES FROM THE SALT

BUSINESS UNIT

The Salt business unit offers its customers various salt
products. Depending on the particular applications, the
products differ primarily in terms of their grain size and
shape, degree of purity, the form in which they are sup-
plied and possible additives.

CJwww.k-plus-s.com /salt

In the consumer products segment x+s produces a
broad product portfolio including table salt, water
softening salt and dishwater salt. The portfolio also

includes premium products such as kosher and low
sodium salt.

Salt for the food processing industry market segment
includes, amongst others, pretzel and pickling salt.

Industrial salts are used in the textile industry, in the
production of animal feed, for preserving fish, in drill-
ing fluids used for the extraction of oil and natural gas
as well as in many other industrial areas. Pharmaceu-
tical salts are a key element in infusion and dialysis
solutions.

Salt is one of the most important raw materials for the
chemical industry. In electrolysis plants, it is split into
chlorine, caustic soda and hydrogen. It reaches the end

SALT — PRODUCT PORTFOLIO (2016 SALES VOLUMES IN MILLION TONNES)

user as a component of various plastics (for example,
PVC).

Winter road maintenance services, public and private
road authorities, road maintenance depots and com-
mercial bulk customers procure de-icing salts from k+s.
Premium de-icing blends, with the addition of calcium
or magnesium chloride, are also offered. These prod-
ucts create more heat on contact with ice and snow
than conventional products and therefore work more
quickly, especially at very low temperatures. Household
packages for end users round off the product range in
this segment. /FIG:1.1.9

COMPLEMENTARY ACTIVITIES

WASTE MANAGEMENT AND RECYCLING

Waste Management and Recycling uses parts of the
underground chambers created as a result of the

FIG: 1.1.9
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extraction of crude salt for the long-range safe disposal
and reutilisation of waste. The salt mineral deposits
used by K+s ENTSORGUNG GMBH for this purpose are
impervious to gas and liquids and are securely separated
from the layers carrying groundwater. A combination
of geological and technical barriers ensures the highest
possible level of safety.

Two underground storage sites are operated by the
business unit. The waste stored there is isolated perma-
nently from the biosphere. It also operates five under-
ground waste reutilisation facilities. Officially approved
waste, for example residues from flue gas cleaning, is
used here to fill caverns. k+s ENTSORGUNG GMBH offers
the recycling of salt slag for the secondary aluminium
industry. An additional business sector is the recycling
above ground of low-contaminated materials by subsid-
iary company K+s BAUSTOFFRECYCLING GMBH.

The business unit’s main focus of activity is Europe.
K+S leads the way in the highly competitive market for
underground waste disposal. Customers are offered spe-
cific added value with a large number of sites, technol-
ogies and practices as well as a comprehensive service.

ANIMAL HYGIENE PRODUCTS

At the Salzdetfurth site, extensive sections of the above
ground infrastructure of an inactive potash plant are
used to granulate, among others, the well-known
branded animal hygiene product caTsan® for our cus-
tomer MARS GMBH.

K+S TRANSPORT GMBH

K+S TRANSPORT GMBH in Hamburg acts as k+s’s own
logistics service provider, offering diverse logistics ser-
vices.

CHEMISCHE FABRIK KALK GMBH (CFK)

CFK engages in trade with a selection of basic chemicals
such as caustic soda, nitric acid, sodium carbonate (soda)
as well as calcium chloride and magnesium chloride.

VALUE CREATION STATEMENT

The following value creation statement describes our
contribution to private and public income. Value cre-
ation is calculated using sales revenues and other earn-
ings after deducting material costs, depreciation and
amortisation and other expenses. The allocation calcu-
lation reveals what share of added value goes to employ-
ees, shareholders, governments and lenders and what
share remains with the Company.

In 2016, our added value amounted to € 1,253.5 million
(2015: € 1,890.1 million). The majority (81%) of € 1,011.0
million was allocated to our employees (2015: € 1,080.0
million (57 %)). This share is composed of wages and sal-
aries, social insurance contributions and pension contri-
butions. € 23.5 million was performance-related remu-
neration (2015: € 97.2 million). Local authorities received
taxes and fees of € 46.6 million (4 %) (2015: € 205.4 mil-
lion (11%)). € 65.4 million (5 %) went as interest to lenders
(2015: € 62.4 million (3 %)). It is assumed that the share-
holders will receive the suggested € 57.4 million (4 %) in

dividends (2015: € 220.1 million (12 %)) and the Company
retained € 73.1 million (6 %) in the form of reserves and
other assets (2015: € 322.2 million (17 %)).

/ TAB: 1.1.1, 1.1.2

VALUE ADDED — ACCRUAL TAB: 1.1.1
2015 2016
in € million
Revenues 4,175.5 3,456.6
Other income 3144 157.9
Cost of materials -1,468.7 -1,247.8
Depreciation and amortisation -320.7 -3285
Other expenses -810.4 -784.7
Value added 1,890.1 1,253.5
VALUE ADDED — ALLOCATION TAB: 1.1.2
2015 2016
in € million
To employees
(wages, salaries, social benefits) 1,080.0 1,011.0
To governments (taxes, fees) 205.4 46.6
To lenders (interest expenses) 62.4 65.4
To shareholders (dividends)! 220.1 57.4
To the Company (reserves and Other) 3222 731
Value added 1,890.1 1,253.5

' Dividends relate to the year under review and are paid in the following year. The
figure for 2016 corresponds to the dividend proposal.



RESEARCH & DEVELOPMENT

GOALS AND MAIN FOCUSES OF OUR RESEARCH

ACTIVITIES

We pursue the following three equally important goals

with our research and development activities:

+ Increasing customer benefits

+ Deploying raw materials, capital, energy and human
resources as effectively and efficiently as possible

+ Conserving the environment through the sustain-
able use of resources and steady reduction of pro-
duction residues

We constantly review our extraction and production pro-
cesses with regard to the use of the resources available
to us and further develop our procedures and products.

RESEARCH FIGURES
Research and development costs totalled € 13.7 million
in the reporting period and were therefore moderately

RESEARCH AND DEVELOPMENT COSTS! TAB: 1.1.3
2015 2016
in € million
Potash and Magnesium
Products business unit 7.9 8.1
Salt business unit 37 3.9
Other research costs 31 17
Total 14.7 1237/

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

RESEARCH FIGURES' TAB:1.1.4
2012 2013 2014 2015 2016

in € million
Research and development costs 19.4 13.9 1222 14.7 13.7
Research intensity (research costs /revenues) 0.5% 0.4% 03% 0.4% 0.4%
Capitalised development-related capital expenditure 14.2 5.0 35 2.0 14

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

below the figure in the previous year (2015: € 14.7 mil-
lion), nevertheless matching the level in the recent years.
According to plan, capitalised development-related cap-
ital expenditure of € 1.4 million in the year under review
was below the previous years’ level (2015: € 2.0 million).
The main expenditure remained the development of
innovative cavern technology for Legacy. / TAB:1.1.3,1.1.4

Most of the research and development costs in the
Potash and Magnesium Products business unit were
related to research projects designed to improve pro-
duction processes for minimising solid and liquid pro-
duction residues from potash production.

In the Salt business unit, the emphasis was on food
technology with the focus on reducing sodium in the
food processing sector as well as the development of
de-icing salt products.

RESEARCH INSTITUTIONS AND COOPERATION
In terms of research and development, we use the exist-
ing Group-wide synergies and cooperate with universi-

ties, other external institutions and industrial partners
on special research projects. / FIG: 1.1.10

K+S ANALYSIS AND RESEARCH CENTRE

The key tasks of the k+S ANALYSIS AND RESEARCH
CENTRE (AFz) opened in Unterbreizbach in 2015 include
carrying out various analyses and basic application-ori-
ented research for all business units of the k+s GrouP
as well as process and product development. The AFz
is, for example, involved in developing synthetic mag-
nesium sulphate (sms) as part of the acquisition of
MAGPOWER and quality optimisation for the Legacy
Project. AFz also performs water monitoring and envi-
ronmental analysis for K+S KALI GMBH.

MORTON SALT RESEARCH LABORATORY

MORTON SALT operates a modern research and develop-
ment laboratory in Elgin, Illinois, usa, which focuses on
four key areas: process and product development, food
technology and analytics. These main points contrib-
ute to the product innovation targets, namely providing



K+S RESEARCH NETWORK

FIG: 1.1.10
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new products and improving existing products by mod-
ifying product features.

EXTERNAL RESEARCH PARTNERSHIPS

The INSTITUTE OF APPLIED PLANT NUTRITION (IAPN)
has been operated as a PUBLIC-PRIVATE PARTNERSHIP
(pPP) in GOttingen by K+s KALI GMBH together with the
GEORG-AUGUST UNIVERSITY OF GOTTINGEN since late
2010. The cooperation was extended in the summer of
2016. As an established interface between science and
business, the institute tackles current practical issues
and passes on new findings to the agricultural sector.

CJwww.iapn.de/en

The 1aPN works on resource efficiency issues. Climate
change is resulting in longer and more extreme dry peri-
ods worldwide. In the first years, research focused on
the key question for agricultural practice of how plants
can make better use of scarce water with regard to the

nutrients potassium and magnesium. New techniques
to investigate the efficiency of water use by agricultural
crops have been developed.

In September 2016, K+S KALI GMBH signed an agree-
ment with FUJIAN AGRICULTURE AND FORESTRY UNI-
VERSITY to jointly establish an INTERNATIONAL MAGNE-
SIUM INSTITUTE (IMI) with its headquarters in Fu Zhou/
China. The cooperation will involve the development of
scientific know-how for application of the plant nutrient
magnesium in the agriculture in Asia.

SELECTED RESEARCH AND DEVELOPMENT

PROJECTS AND RESULTS

+ In 2016, K+s KALI GMBH first offered its customers
an sop granulate as input material for the premium
‘bulk blends’ segment.

+ The arc modelled various process alternatives for
reducing saline water using the in-house developed

software PROPHET (‘PROCESS MODELLING WITH
PHASE EQUILIBRIA TOOLS').

+ Various process analysis technologies (PaT) for the
Legacy Project were developed, tested and brought to
operational maturity. Implementation in our plant in
Canada started at the beginning of 2017.

+ Further development of the EsTa technology has
started with the aim of improving yield and con-
tinuing to reduce proportions of useful ingredients
in the residue left behind.

+ After a period of three years, the ‘lysimeter experi-
ment’ for gradual coverage of our tailings pile in Win-
tershall was successfully completed. A major trial for
gravelling one complete side of the tailings pile in
Wintershall is currently being planned.

+ In Chile, a new three-phase reactor for processing
copper ore was developed in partnership with the
UNIVERSIDAD TECNICA FEDERICO SANTA MARIA in
Valparaiso. The reactor will improve copper leaching
in the production process using salt.

PATENT PORTFOLIO

The x+s GrROUP's global patent portfolio currently
includes 62 patent families (2015: 53), which are pro-
tected by 258 national rights (2015: 234). The patents are
used, for example, in the areas of electrostatic separa-
tion processes, granulate production and flotation. Only
a small amount of licence revenues was generated.


http://www.iapn.de/en

EMPLOYEES

WORKING AT K+S

Our employees’ skills, commitment and good ideas
make a crucial contribution to ensuring the long-
term success and growth of k+s. We give them spe-
cific encouragement to demonstrate their skills and
abilities and offer them support and motivation in the
process.

Competition for qualified managers and specialists is
flerce in all the regions in which we operate. Attract-
ing, successfully integrating and retaining employees
is an important factor in terms of our success. We are
working on an integrative and comprehensive global
human resources strategy to contribute towards the

FOCUS: RESULTS OF THE EMPLOYEE SURVEY

In response to the results of the employee survey conducted
in 2015, measures were implemented for greater transparency
and better communication between employees and managers.
‘Breakfast with the Boss’ offers subscribers at various sites on
both sides of the Atlantic the opportunity for face-to-face talks
with members of the Board of Executive Directors, managing
directors or plant managers to discuss company decisions and
share opinions and ideas. ‘Good Question! The k+s forum for
employees’ has been widely accepted. Employees can ask ques-
tions on the Intranet on topics they are involved in, are unclear
to them or they would like to get more information about, and
the respective specialist units respond.

long-term growth of the x+s GrouP. The following sec-
tions describe the focus of our activities.

IDEA MANAGEMENT/CONTINUOUS IMPROVEMENT
PROCESS

The idea management/continuous improvement pro-
cess (KVP) gives all employees the opportunity to take
an active role in operating processes and structures and
be involved in shaping these. A total of 12,430 ideas were
submitted in 2016 (2015: 14,707). We attribute the fall in
the number of ideas to the interruptions to production
at the Werra plant in 2016. Working shorter hours meant
that the employees had less opportunities to submit their
ideas. 52 % (2015: 55 %) of the ideas were implemented and
contributed € 5.3 million (2015: € 6.5 million) to operating
income, expressed as first year benefits. The benefit over
a period of two and a half years, i.e. the economic effect
generated, less the actual cost of knowledge manage-
ment was € 11.4 million (2015: € 14.2 million).

ATTRACTING EMPLOYEES

K+s operates a future-oriented human resources policy.
We want to be an attractive employer where employees
can deploy their strengths and feel that their perfor-
mance is recognised. Our management ethos is based
on mutual trust. Changes are shaped proactively. We
encourage and challenge our employees.

We offer employees and job applicants a variety of tasks,
appropriate pay as well as comprehensive opportunities
for further training and international career development.
We offer diverse and interesting work opportunities from
training to starting a career straight after studies, as train-
ees on our two-year international trainee programme or
directly as an experienced specialist or manager.

EMPLOYMENT TRENDS
As of 31 December 2016, the K+s GROUP employed a total
of 14,653 people or 14,530 FTE respectively (2015: 14,497

EMPLOYEES BY UNIT TAB:1.1.5
2015 % 2016 %

in Full Time Equivalents (FTE) as at 31 December’
Potash and Magnesium Products business unit 8,404 58.4 8,502 58.5
Salt business unit 5,054 35.1 5,001 344
Complementary Activities 281 2.0 276 19
Departments of K+S Aktiengesellschaft 644 4.5 751 5.2
K+S Group 14,383 100.0 14,530 100.0

1 FTE = Full Time Equivalents: part-time positions are weighted in accordance with their respective share of working hours



employees or 14,383 FTE respectively). Particularly the
filling of vacant positions led to an increase in person-
nel. Furthermore, there was a slight increase in person-
nel in the Potash and Magnesium Products business
unit essentially due to projects in Canada. The number
of employees in the Salt business unit fell slightly, which
is due in particular to restructuring measures and mea-
sures to increase efficiency. / TAB: 1.1.5

7.7% of our workforce consists of employees not covered
by a collective wage agreement (2015: 7.4 %), 88.5% of
employees covered by a wage agreement (2015: 88.6 %)
and 3.8 % of trainees (2015:4.0%). / FIG: 1.1.11

HUMAN RIGHTS/ELIMINATION OF DISCRIMINATION/
DIVERSITY

k+s creates a workplace atmosphere that facilitates
an open exchange of ideas and an approach to dealing
with one another characterised by trust. Equal oppor-
tunities and the rejection of all forms of discrimination
are self-evident for us. This has been laid down in our
CORE VALUES AND PRINCIPLES (CODE OF CONDUCT). We
have confirmed this approach by signing the un GLoBAL
COMPACT and the DIVERSITY CHARTER, a German initia-
tive designed to encourage diversity in companies and
institutions. We respect and support the observance of
internationally recognised human rights and conduct
ourselves in accordance with the laws of the countries
in which we are active. We strictly reject all forms of
forced labour and child labour. We specifically encourage
intercultural competences, for example through post-

PERSONNEL STRUCTURE AS OF 31 DECEMBER 2016 FIG: 1.1.11
3 1 2015 2016
- T <
in%
, 1 Non-tariff paid employees 7.4 7.7
2 Pay-scale 88.6 88.5
3 Trainees 4.0 3.8
EMPLOYEES BY REGION FIG: 1.1.12
4
- 2015 2016
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1 Germany 70 69
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2 2 Rest of Europe 3 3
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3 North America 22 23
4 South America 5 5

ings abroad. We value the variety of experiences and
perspectives of our employees. / FIG: 1.1.12
@ ‘Sustainability Strategy’, page 73

Traditionally, more men than women have worked
in the mining industry. As of 31 December 2016, 88 %
of our workforce was male and 12 % female (based on
the number of employees). We are committed to equal
opportunities. The target figures for the percentage of
women at managerial levels below the Board of Execu-

tive Directors of K+S AKTIENGSELLSCHAFT can be found
in the Declaration on Corporate Governance section on
page 54.

We offer our employees in Germany individual part-
time arrangements and support them through family-
friendly initiatives in order to balance the requirements
of working and family life. These initiatives include addi-
tional leave for emergency situations where childcare is
required at short notice, further training opportunities



during parental leave or an advisory service for employ-
ees with dependents requiring care. We also offer a day
care centre close to the Company headquarters in Kas-
sel. For over ten years, employees of K+S AKTIENGE-
SELLSCHAFT as well as its subsidiaries at the Kassel site
have benefitted from trust-based working hours. The
framework wage agreement concerning demographics
was signed in October 2016. This should ensure a sus-
tainable and forward-looking human resources policy
in Germany and offer incentives for longer employment
with the Company. Measures tailored to specific needs
are due to be agreed following a qualified demographic
analysis.

As part of the Employee Assistance Programme’, em-
ployees in the Usa are offered various services designed

FOCUS: INCHARGE MENTOR PROGRAMME AND
CAREER GUIDANCE

K+s is a partner of the InCharge initiative which aims to intro-
duce people who have been granted asylum to the German
labour market. k+s employees take on a mentoring task here
and work with their mentee on an individual basis on issues
related to starting work. By offering career guidance, k+s also
makes a contribution towards integrating refugees who are
looking for training opportunities. The aim of the entry qual-
ification programme is to prepare both young refugees and
young Germans to join a training scheme at k+s. The young
people find out what is involved in a training scheme at k+s
and the opportunities it offers. They are also given help to iden-
tify their career interests and strengths and weaknesses.

to support the work/life balance. These services range
from domestic help through to at-home care for rela-
tives. At the Chicago site, employees are given the option
to work flexible hours or remotely from home.

In the Canadian companies, employees are supported
beyond the legal requirements through flexible working
hours, compressed working weeks or teleworking on a
location-based, individually agreed basis.

Employees with young children in the Chilean com-
panies are offered flexible working hours, funding for
external nursery places and assistance with a portion
of their children’s school fees.

DEVELOPING AND PROMOTING EMPLOYEES

k+s wants to develop and deploy employees’ full poten-
tial in the best possible way, flll specialist and manage-
ment positions Group-wide primarily from its own
ranks and make a long-term, attractive career possi-
ble for its employees. Continuous l